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TRANSFER PRICING REGULATIONS TO INCLUDE PENALTIES TO CHECK FRAUDULENT TRANSFER PRICING

The Raj Narain committee appointed by the Central Board of Direct Taxes of India will make its recommendations on
the transfer pricing policy by the end of January. These recommendations are expected to figure in the next budget.

One of the steps being considered is levying penalties on companies who refuse to comply with the requirements of

reporting transfer pricing arrangements along with supporting documents to the Revenue authorities within the

stipulated time.

The OECD guidelines suggest that the penalty should be calculated as a percentage of the understated tax. This
may range from 10% to 200%. In India the aforesaid committee may opt for the already existing provisions of the

Income Tax Act, which levies a penalty for concealment of income which ranges from 100 to 300 percent of the

suppressed tax or may bring in a new a rate of penalty for assessments of transfer pricing.

Source: The Econonic Tines, January 6, 2001

DISCLAIMER

The contents of this hotline should not be construed as legal opinion. View detailed disclaimer.

This Hotline provides general information existing at the time of
preparation. The Hotline is intended as a news update and
Nishith Desai Associates neither assumes nor accepts any
responsibility for any loss arising to any person acting or
refraining from acting as a result of any material contained in this
Hotline. It is recommended that professional advice be taken
based on the specific facts and circumstances. This Hotline does
not substitute the need to refer to the original pronouncements.

This is not a Spam mail. You have received this mail because you
have either requested for it or someone must have suggested your
name. Since India has no anti-spamming law, we refer to the US
directive, which states that a mail cannot be considered Spam if it
contains the sender's contact information, which this mail does. In
case this mail doesn't concern you, please unsubscribe from mailing
list.
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