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“As stated in paragraph 1.6 a “comparability analysis” is at the heart of the application of the

arm’s length principle. Application of the arm’s length principle is based on a comparison of the

conditions in a controlled transaction with the conditions that would have been made had the

parties been independent and undertaking a comparable transaction under comparable
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circumstances. There are two key aspects in such an analysis: the first aspect is to identify the
commercial or financial relations between the associated enterprises and the conditions and
economically relevant circumstances attaching to those relations in order that the controlled
transaction is accurately delineated; the second aspect is to compare the conditions and the
economically relevant circumstances of the controlled transaction as accurately delineated with
the conditions and the economically relevant circumstances of comparable transactions between

independent enterprises...”
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The typical process of identifying the commercial or financial relations between the associated
enterprises and the conditions and economically relevant circumstances attaching to those
relations requires a broad-based understanding of the industry sector in which the MNE group
operates (e.g. mining, pharmaceutical, luxury goods) and of the factors affecting the
performance of any business operating in that sector. The understanding is derived from an
overview of the particular MNE group which outlines how the MNE group responds to the
factors affecting performance in the sector, including its business strategies, markets, products,
its supply chain, and the key functions performed, material assets used, and important risks
assumed. This information is likely to be included as part of the master file as described in
Chapter V in support of a taxpayer’s analysis of its transfer pricing, and provides useful context

in which the commercial or financial relations between members of the MNE group can be

considered.
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“... pursuant to section 39 of Tax Administration Act MIRA has assessed the revenue by applying

cost plus 25% since taxpayer has applied extremely low transfer price to value the said indirect
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