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------------------------------------------------------------------------------------------------------- 

PREFACE 
 

------------------------------------------------------------------------------------------------------- 
 
As the world becomes more globalized and resources become more internationally 

mobile, the issue related to international taxation is moving to the forefront of debates 

surrounding national tax system. The process of globalization has led to increased 

competition among businesses in the global market place. International taxation 

generally refers to the tax treatment of cross-national transactions. Since each nation 

has its own tax rules and the rules of one nation are rarely perfectly meshed with those 

of another, it is possible that income will be taxed more than once which is sometimes 

referred to as double taxation or that it will go untaxed by any jurisdiction. To prevent 

this, usually countries adopt different methods. In principal, two methods of taxation 

are there i.e. the territorial (or source) system of taxation and the worldwide (or 

residence) system. 

Base Erosion and Profit Shifting by the multinational enterprises or by the individuals 

is one of the current problem by which the whole world suffering. To curb this problem 

Organisation for Economic Co-operation and Development (OECD) has unveiled its 

report on Base Erosion and Profit Shifting (BEPS) on 12 February, 2013. The Report 

has attempted to identify and tackle the global issue of tax base erosion, which in 

present time has achieved gigantic proportions. 

There is a growing perception that Governments across world lose substantial revenue 

due to tax avoidance because of planning aimed at eroding the tax the taxable base or 

shifting profits to favorable tax jurisdiction. Keeping cognizance of this situation, the 

Organisation for Economic Co-operation and Development (OECD) recommends a 

holistic and planned approach to address the problem of Base Erosion and Profit 

Shifting (BEPS). 

In the Addressing Base Erosion and Profit Shifting Report, there are certain key tax 

principles and opportunities for Base Erosion and Profit Shifting have been analyzed, 

such as jurisdiction to tax, transfer pricing, leverage and anti-avoidance. Further in 

these key pressure areas of the Report have been discussed in detail as different chapters 

of this dissertation. 

 

 

 



iii 
 

ABOUT THE AUTHORS 

 

 

Dr. Vivek Shukla 

Dr. Vivek Shukla is an Assistant Professor of Commerce in an affiliated college of University of 
Lucknow. He is also a visiting faculty of Commerce in University of Lucknow. He has more than 
10 years of teaching experience and 5 years of professional experience in the field of tax and 
accounts. He has to his credit publication of 3 books on International Taxation, Direct Tax and 
Tax planning, Financial Management and over 14 Research Papers in various journals of 
national and international repute. His expertise lies in simplifying technical issues related with 
taxation.      

 

  

Prof. (Dr.) Somesh Kumar Shukla 

Prof. (Dr.) Somesh Kumar Shukla is Professor and Dean of the Department of Commerce, 
University of Lucknow. He is Nominee of Hon’ble President of India on the Executive Council, 
Allahabad Central University. He has over 35 years of teaching experience and has to his credit 
publication of 17 books on various subjects and more than 27 research papers publishes in 
various journals of national and international repute. He has been bestowed with various 
awards some of which are Direct Tax Literature Award in 1991 by Ministry of Finance, 
Government of India; Shishak Shri Sammaan 2014 by Government of Uttar Pradesh; Dewang 
Mehta National Education Award of Best Professor in Commerce, 2017; Best Citizen of India 
Award, 2017 by International Publishing House, New Delhi; Awards for Significant 
Contribution in Commerce in Hindi Language in 2012 by Hindi Sansthan, Government of Uttar 
Pradesh, etc. More than 38 degrees of PhD and 3 degrees of D.Litt have been awarded under 
his supervision. 

 

  



iv 
 

------------------------------------------------------------------------------------------------------

TABLE OF CONTENTS 

------------------------------------------------------------------------------------------------------- 

LIST OF CASES ...................................................................................................................... vi 

LIST OF ABBREVIATIONS .................................................................................................viii 

CHAPTER ONE  INTRODUCTION ........................................................................................ 1 

1.1 International Taxation ...................................................................................................... 6 

1.2 Base Erosion and Profit Shifting ...................................................................................... 9 

1.3 Key Pressure Areas of the OECD Report ...................................................................... 18 

1.4 Purported Action of Organisation for Economic Co-operation and Development ........ 19 

1.5 Action Steps in OECD Action Plan ............................................................................... 20 

CHAPTER TWO  TAX JURISDICTION AND TAXATION ................................................ 22 

2.1 Introductory.................................................................................................................... 22 

2.2 The Jurisdiction to Tax .................................................................................................. 25 

2.3 Organisation for Economic Co-operation and Development Report Views .................. 27 

2.4 Conclusion ..................................................................................................................... 30 

CHAPTER THREE  TRANSFER PRICING .......................................................................... 32 

3.1 Introductory.................................................................................................................... 32 

3.2 Meaning of Transfer Pricing .......................................................................................... 33 

3.3 Transfer Pricing in India ................................................................................................ 34 

3.4 Scope of Transfer Pricing .............................................................................................. 37 

3.5 Organisation for Economic Co-operation and Development Report Views regarding 
Transfer Pricing ................................................................................................................... 39 

3.6 Key Features of the Transfer Pricing Regulations ......................................................... 41 

3.7 Section 92A - Meaning of Associated Enterprise. ......................................................... 41 

3.8 Meaning of International Transaction (Section 92B) ..................................................... 44 

3.9 Extension to Domestic Transaction ............................................................................... 46 

3.10 Methods for arriving at Arm’s Length Price ............................................................ 47 

3.11 Conclusion ................................................................................................................... 52 

CHAPTER FOUR  TAX HAVENS & HARMFUL TAX COMPETITION .......................... 54 

4.1 Introductory.................................................................................................................... 54 

4.2 The Concept of Tax Competition................................................................................... 55 

4.3 Globalization and Harmful Tax Competition ................................................................ 57 

4.4 Benefits of Tax Competition .......................................................................................... 57 



v 
 

4.5 The Organization for Economic Co-Operation and Development Report on Harmful 
Tax Competition .................................................................................................................. 59 

4.6 Tax Haven ...................................................................................................................... 62 

4.7 Harmful Preferential Tax Regime .................................................................................. 64 

4.8 Conclusion ..................................................................................................................... 68 

CHAPTER FIVE CORPORATE GOVERNACE AND TAXATION .................................... 69 

5.1 Introductory.................................................................................................................... 69 

5.2 Meaning of Corporate Governance / Theoretical framework ........................................ 70 

5.3 Interaction between Taxation and Corporate Governance ............................................. 71 

5.4 Studies on Corporate Governance and Taxation ............................................................ 76 

5.5 Conclusion ..................................................................................................................... 79 

CHAPTER SIX TAX AVOIDANCE TECHNIQUES: GAAR & SAAR ............................... 80 

6.1 Introductory.................................................................................................................... 80 

6.2 Meaning of Anti-Avoidance .......................................................................................... 81 

6.3 Common Methods used by Taxpayers to Reduce Tax Liability .................................... 82 

6.4 Sources of Anti-Avoidance Measures ............................................................................ 86 

6.5 Some Common Anti-Avoidance Measures .................................................................... 87 

6.6 Conclusion ..................................................................................................................... 99 

BIBLIOGRAPHY .................................................................................................................. 100 

 

  



vi 
 

 

-------------------------------------------------------------------------------------------------- 
 
 

LIST OF CASES 
 
 
-------------------------------------------------------------------------------------------------- 
ACIT v.Chrys Investment Advisors India P. Ltd, IT appeal 3928 of 2009 dated 11-3-
2010 (Delhi) 

 
Altair Engineering India P. Ltd. v. DCIT, ITA No. 1184 of 2010, dated 14-3-
2011(Bang.-ITAT) 
 
Altama Delta Corporation v. Commissioner, 104 TC No. 22 (1995) 
 
Amiantit International Holding Ltd., In re [2010] 322 ITR 678 (AAR) 
 
 
AricentTechologies (Holding) Limited v. DCIT, [2011] 9 Taxmann.com 287 (Delhi-
ITAT) 
 
CIT v. GlaxoSmithkline Asia (P) Ltd., 8 Taxmann.com 5 (SC). 
 
CIT v. Hart, (2004), 217 CLR 216. 
 
CIT v.P.K.Abubucker, [2002] 259 ITR 507 (Kerala) 
 
CIT v.Walfort Share & Stock Brokers, [2010] 326 ITR 1 (SC) 
 
Clear Plus India (P) Ltd. v. DCIT, 10 Taxmann.com 249 (Delhi-ITAT) 
 
Coca Cola India Inc. v. Asst. CIT, [2009] 309 ITR 194 (P&H). 
 
Craven v. White, (1988) 3 All ER 495. 
 
Dana Corporation, In re, [2010] 321 ITR 178 (AAR) 
 
DCIT v.Cheil Communication India Private Limited, ITA No. 712 of 2010 (Delhi) 
 
Deere and Company, In re, [2011] 337 ITR 277(AAR) 
 
Dy. CIT v. Quark System Pvt. Ltd., [2010] 6 ITR (Trib.) 606 (Chandigarh) [SB] 
 
EI Du Pont de Nemours, [1979] 608 F2d 445 
 
E-Gain Communication Pvt. Ltd., [2008] 23 SOT 385 (Pune) 



vii 
 

Goodyear Tire and Rubber, Company, In re, [2011] 334 ITR 69 (AAR) 
 
Hyatt Group Holdings v. Commissioner, Tax Code Memorandum Decision 1999-334 
 
Intel Asia Electronis Inc. India v. ADIT, [2011] 9 Taxmann.com 197 (Bang-ITAT) 
 
IRC v. Dukeof Westminster, [1935] All ER 259 (H.L.). 
 
Marubeni India Pvt. Ltd. v. ACIT, ITA No. 919 of 2009 
 
McDowell v. Commercial Tax Officer, (1985) 154 ITR 
 
McDowell & Company v. C.T.O, 1985, SC 426. 
 
Om Sindhoori Capital Investment Ltd. v. JCIT, [2002] 82 ITD 514 (Chennai) 
 
 
Perot Systems TSI (India) Ltd. v. DCIT, [2010] 37 SOT 358 (Del); 130 TTJ 
685;[2010-TIOL-51-ITAT-DEL] 
 
Philips Software Centre (P) Ltd. v. ACIT, [2008] 26 SOT 226 (Bang.), 
 
Praxair Pacific Ltd.., In re, [2010] 326 ITR 276 (AAR) 
 
Richter Holding v. ADIT, [2011], 199 TAXMANN 70 (Kar). 
 
Sap Labs India Pvt. Ltd. v. Asst. CIT, [2010] 6 ITR (Trib.) 81 (Banglore) 
 
Serdis Pharmaceuticals (I) Pvt. Ltd. v. ACIT, [2011] 44 SOT 391 (Mum), 
 
Sunstrand Corporation v. CIR, [2011] [1991] 96TC 226 
 
United States Steel Corporation v. CIR, [1980] 617 F2d 942 
 
Vanenburg Group B.V., In re, [2007] 289 ITR 464 (AAR) 
 
VNU International B.V., In re, [2011] 334 ITR 56 (AAR) 
 
Vodafone International Holdings B.V. v. Union of India, (2012), 1 CompLJ 225 (SC). 
 
VVF Ltd. v. DCIT, [2010-TIOL-55-ITAT-MUM] 
 
W. T. Ramsay v. Inland Revenue Commissioner, (1982) AC 300. 
 
 
 
 


