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DEFINITION – INTERNATIONAL TRANSACTION  

• The term international is exhaustively defined and covers all transaction  

between two or more AEs, either or both whom are non-residents 

• A transaction of a taxpayer with an independent party as a 'deemed 

international transaction', if following conditions are satisfied: 

   

   - There should be (i) an enterprise, (ii) an AE of the enterprise (either or both             

of them could be non-resident) and (iii) an unrelated party (resident  or non-

resident); 

  - There should be a transaction between (i) an enterprise and (ii) an 

unrelated party; 

- There should exist (i) a prior agreement in relation to the relevant 

transaction; or (ii) terms of the relevant transaction should be determined in 

substance between such unrelated party and the AE of the enterprise. 
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CASE STUDY – 1 (Prior agreement is available) 
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ABC UK(AE) 

ABC India 

WOS of ABC UK 
XYZ India 
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loan for manufacturing 
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CASE STUDY - 3 
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CASE STUDY - 4 
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INTRODUCTION 
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 MNE group may obtain services directly or indirectly from independent 

companies, or from companies of same MNE group (i.e. intra-group) 

 Benefits of intra group services   

o Economies of scale, synergy, efficient use of resources & high degree of 

specialization 

o Developing own expertise, coordination & control and avoiding 

duplication of work  

 I tra Group “ervi e IG“  includes  

o Services by One member to other member or members of MNE  

o Services provided by group of members for the benefit of overall group  

o Service by Parent company to member & group of members  

o Service from third party on behalf of member or members 
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CHALLENGES 

 

 

 

Evidencing that 

the recipient 

required these 

services 

  

Evidencing that 

the recipient has 

actually received 

the services 

Evidencing the 

commercial/econ

omic benefit 

derived by the 

recipient 

Need Test  Evidence Test Benefit Test  
Chargeable 

services  

Non 

Chargeable 

services  

No No No 
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INTRAGROUP SERVICES 
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IGS 

Chargeable 
service 

LVAS 

TP Simplified 

HVAS 

Full TP 

Non chargeable 
service 

Shareholder Duplication Incidental 

07/11/2016                                                                Bombay Chartered Accountants Society 

 



CHARTERED ACCOUNTANTS 

o Tax     o Audit   o Consulting  

 

` 

           Chargeability and ALP of IGS 
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Chargeability  & 

ALP of  IGS 

Directly chargeable  Indirectly chargeable 

CUP CPM TNMM 

ALP 
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      Illustrations  

• Whether guarantee given by group member increasing credit rating is IGS? 

• appointment and remuneration of parent company directors 

• Where the enterprise benefitted from global marketing and public relations 

campaigns done by Group Company ?  

• activity of parent o pa y’s in preparation and filing of consolidated financial 

reports 

• Service undertaken to reduce risk of a wrong business decision (e.g. by getting 

a second legal opinion on a subject) 

• activities of parent company for raising funds used to acquire share capital in 

subsidiary companies; 
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• Whether AE received enhance credit rating by reason of its affiliation 

with  larger group; is IGS ? 

• activities of the parent company to protect its capital investment in subsidiary 

companies. 

• Resource sharing service 

• Whether supplier giving additional credit based on guarantee given by IGS? 

• Accounting & Auditing service  

• eeti gs of the pare t o pa y’s oard of dire tors a d shareholder 
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Service Provider 

 

 How much does the service cost? 

 

Service Recipient 

 

 How much is the service worth? 

 How much would a comparable independent enterprise be prepared to pay for 

that service in comparable circumstances? 

 How much would it cost to provide the service in-house? 

 How much would an external service provider charge? 

 

     IGS – A DOUBLE EDGED SWORD 
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     Determination of ALP 

20 

Minimum price acceptable  

for provider 

Maximum price acceptable  

for recipient 

Range of AL Prices 
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REFERENCE TO TPO  

 

Case selected for 

scrutiny on TP risk 

parameter   

 

 

Case selected for scrutiny on non-TP risk parameter   

 

 

If TP risk pertains to only 

IT, then only IT to be 

referred to TPO   

 

 

Where the taxpayer has not filed Form No. 3CEB at all or has not 

disclosed IT or SDT which comes to the notice of the AO which has not 

been disclosed in the Form No. 3CEB   

 

 

If TP risk pertains to only 

SDT, then only SDT to be 

referred to TPO   

 

 

Where there has been a TP adjustment of INR 10 crores or more in an 

earlier assessment year and such adjustment has been upheld by the 

judicial authorities or is pending in the appeal   

 

 

If TP risk pertains to IT 

and SDT, then both shall 

be referred together to 

TPO   

 

 

Where search and seizure or survey operations have been carried out 

and findings regarding transfer pricing issues in respect of IT or SDT or 

both have been recorded by the Investigation Wing or the AO   
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