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ABSTRACT  
This white paper examines the escalating issue of Transfer Pricing (TP) disputes and litigation in India, a critical concern amid 

the growth of multinational enterprises (MNEs). It investigates the primary causes of TP disputes—selection of comparables, 

choice of TP methodologies, royalty payments, intra-group services, and intercompany loans—using landmark case studies 

and statistical data. The paper analyzes litigation trends, highlighting India’s position among the top five countries for TP 

disputes, with resolution times averaging 5-7 years. It evaluates the effectiveness of dispute resolution mechanisms, including 

Advance Pricing Agreements (APAs), Mutual Agreement Procedures (MAPs), and the Dispute Resolution Panel (DRP). 

Recommendations include strengthening APA and MAP frameworks, introducing alternative dispute resolution (ADR) 

mechanisms, simplifying TP documentation, and leveraging artificial intelligence (AI) for risk assessment. The paper concludes 

that addressing these challenges can foster a more efficient and business-friendly tax environment in India. 
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PREFACE 

This white paper draws from the author’s ongoing PhD research, providing key insights tailored for industry stakeholders. The 

full thesis, upon completion, will offer a more detailed academic analysis." 

INTRODUCTION 

Transfer Pricing (TP) governs the pricing of transactions between associated enterprises across different tax jurisdictions. As a 

cornerstone of international taxation, TP ensures that related-party transactions align with the arm’s length principle (ALP)—

pricing as if the entities were independent. In India, an emerging market with a robust MNE presence, TP disputes have surged 

due to heightened scrutiny by tax authorities. Globally, TP remains a contentious issue as tax administrations seek to protect 

their revenue bases, but India’s unique economic and regulatory landscape amplifies these challenges. This paper explores the 

causes of TP disputes, litigation trends, and resolution mechanisms, aiming to propose actionable solutions for improving 

India’s TP framework. 

 2. LEGAL FRAMEWORK FOR TRANSFER PRICING IN INDIA 

India’s TP regulations are enshrined in Sections 92 to 92F of the Income Tax Act, 1961. These provisions mandate that 

international transactions between associated enterprises adhere to the ALP. The ALP ensures tax parity by requiring prices to 

reflect market conditions. Key dispute resolution mechanisms include: 

- Dispute Resolution Panel (DRP): An alternative to traditional appeals, offering faster resolution for TP adjustments. 

- Advance Pricing Agreements (APAs): Pre-agreed pricing arrangements between taxpayers and tax authorities to 

prevent disputes. 

- Mutual Agreement Procedures (MAPs): Bilateral negotiations under tax treaties to resolve cross-border disputes. 

These mechanisms aim to balance enforcement with taxpayer certainty, though their efficacy varies due to procedural 

complexities. 



              

 

  23©  Author(s)  2026.  This  work  is  distributed  under  the  Creative  Commons  BY-  4.0  license:

https://creativecommons.org/licenses/by/4.0/

 

  

   

Journal of Political Science, Law & Governance

ISSN:  XXX-XXX Volume  –  2, Issue  –  1, 2026 

DOI: 

 

 

 

     

3. ANALYSIS OF TRANSFER PRICING DISPUTES IN INDIA 

TP disputes in India often stem from disagreements over: 

- Selection of Comparables: Differences in identifying comparable uncontrolled transactions. 

- TP Methodologies: Conflicts over methods like the Comparable Uncontrolled Price (CUP) or Transactional Net 

Margin Method (TNMM). 

- Royalty Payments: Disputes over the valuation of intellectual property transfers. 

- Intra-Group Services and Intercompany Loans: Challenges in benchmarking service fees and interest rates. 

Landmark cases illustrate these issues: 

- Vodafone India Services Pvt. Ltd. v. Union of India (2018): The Supreme Court addressed TP adjustments on share 

issuances, emphasizing ALP compliance. 

- Maruti Suzuki India Ltd. v. ACIT (2016): The Income Tax Appellate Tribunal (ITAT) ruled on royalty 

benchmarking, highlighting methodological disputes. 

These cases underscore the complexity of defending TP adjustments against aggressive tax enforcement. 

 4. LITIGATION TRENDS AND CHALLENGES 

India ranks among the top five countries globally for TP disputes, driven by its large MNE presence and rigorous tax audits. 

Statistical data reveal an average resolution time of 5-7 years, a significant burden on businesses. For instance: 

Year 
Number of TP 

Disputes 

Average Resolution Time 

(Years) 

2018 1200 6.2 

2020 1350 5.8 

APAs and MAPs have gained traction, with over 300 APAs signed by 2020, yet delays persist due to limited staffing and 

procedural inefficiencies. Taxpayers face prolonged uncertainty, deterring foreign investment. 

 5. RECOMMENDATIONS & FUTURE OUTLOOK 

To mitigate TP disputes, the following reforms are proposed: 

1. Strengthen APA and MAP Frameworks: Increase staffing and streamline processes to reduce resolution times to under 

3 years. 

2. Introduce ADR Mechanisms: Implement mediation or arbitration as alternatives to litigation, offering faster and less 

adversarial outcomes. 

3. Simplify TP Documentation: Develop standardized templates or digital tools to ease compliance, reducing errors and 

disputes. 

4. Leverage AI for Risk Assessment: Use AI to analyse transaction data, identifying potential disputes early and enabling 

proactive resolution. 

Implementing these measures requires collaboration between policymakers, tax authorities, and businesses to ensure 

practicality. 
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 6. CONCLUSION 

Transfer Pricing litigation in India remains a formidable challenge, fueled by aggressive tax enforcement and prolonged 

resolution timelines. The analysis reveals systemic issues in dispute causation and resolution mechanisms, with significant 

economic implications for MNEs. By strengthening APA and MAP frameworks, adopting ADR, simplifying documentation, 

and integrating AI, India can enhance its TP ecosystem. These reforms promise a more efficient, transparent, and business-

friendly tax environment, aligning with global best practices. 
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