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Introduction
Arm’s length transaction is a type of transaction between two enterprises where the two parties work independently where they reach an agreed price that is also known as transfer price that is not bounded to any kind of influence that may exist as a result of the interrelation linking the parties that are not self-sustainable. The arm’s length transaction is also referred to as the arm’s length principle. Whereas, non-arm’s length transaction is a type of business deal where a particular buyer and seller have a common interest and there is an existence of a relationship between the two parties either personal or business-oriented.
Arm’s Length Transaction Overview
 According to Wong (2003), there has been a financial scandal history that has involved prominent corporations, the affiliated transactions are being considered mostly by the investors as a channel used by companies for scheming purposes. This is a result of transactions involving the related parties may not be performed under similar terms and circumstances as the transaction initiated between independent companies(Pozzoli, 2014). Arm’s length transaction that is executed at a fair value. A transaction can only be at arm’s length if the involved alliance contract does not affect the two parties in any form of way. If in any case, the two parties are in any type of relationship or if any alliance has control over the other, this will result in the price not be equivalent to fair value but in turn, it will be affected thus leading to the unsettlement of relationship that prevails between the parties. An advantage of arm’s-length transactions is easy to finance as it is simple to acquire a loan to finance the transaction.  Furthermore, this type of transaction ensures that there is no shifting of profits by any entity. It further provides a guarantee to tax authorities that no loss is incurred. There is a straight- forward estimation of taxes since this type of transaction provides an idea of fair market value thus the tax estimation process is simplified. Arm's length transaction provides a platform where there is no tax reconciliation. Universally, tax systems make sure that scanning for any taxpayers who may not have done their transaction at arm’s length.
Effects of Non-Arm’s length Transaction on Sales Prices
It is a state requirement that fair market value should be initiated whenever a  transaction is being done on any property, on the contrary in non-arm’s length transaction fair market value is not always considered because the parties that are involved in the transaction can be able to work together and come to an agreement of a property price that may be below or higher than fair market value hence affecting property sale price. Non-arm's length transaction attracts more government regulations such as extra taxation, and it also has high possibilities of coming across obstacles such as the effectiveness of getting a loan, which in turn may affect the fair market value and the interest amount to be paid and this has a direct impact on the sales price. 
There is insufficient consideration where a taxpayer has attained a particular thing from an individual with whom the taxpayer was not involved at arm's length at an amount that exceeds the fair market value hence it is considered that the taxpayer acquired the property at a fair market value. The seller records a higher fair market value and precise proceeds thus maximizing possible capital gain, on the contrary, the individual purchasing the property record the transaction at a lower fair market value and precise proceeds that leads to minimization of possible future capital gains of sales of the asset hence affecting the sale price. Based on the nature of the relationship between a willing buyer and a willing seller of an asset, a non-arm's length transaction provides a platform of manipulation between the two parties which leads to either high or low fair market value, thus triggering sales price fluctuations which is a very crucial element when it comes to either buying or selling an asset.
Conclusion
Arm’s length transaction is the most preferred type of transaction as it maintains a fair market value as opposed to non-arm’s length transaction which does not exactly put into consideration the market value as the involved parties have a pre-existing relationship. Using non-arm’s length transaction attracts sales price fluctuations as it doesn’t provide a constant market value.
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