India and China

Amend Tax Treaty
for Greater Flow
of Information

Our Bureau

New Delhi: India and China have
amended their bilateral tax treaty
to enable greater flow of informa-
tion and help prevent tax evasion.

“The Government of India and
ihe People's Republic of China ha-
ve signed a protocol on November
26, 2018, to amend the Double Taxa-
tion Avoidance Agreement (DTAA)
for avoidance of double taxation
and preveniion of fiscal evasion
with respect to taxes on income,” a
statement from the Ceniral Board
of Direct Taxes said Monday.

This amendment brings existing
provisions for exchangs of infor-
mation on par with latest global
standards, the statement said.

The protocol incorporates chang-
s required to implement treaty-re-
lated minimum standards under
the action reports of Base Erosion &
Profit Shifting (BEPS) Project, a glo-
bal agreement to curb tax evasion.

Tax experts say the changes wo-
uld make the exchange meaning-
ful. “This protocol strengthens the
‘Exchange of Information’ clanse,
bringing it to international stan-
dards, t0 enable a more meaning-
ful exchange of information,” sa-
id Rakesh Nangia, managing part-
ner, Nangia Advisors LLP India
and China inked the DTAA in1994,

China had included 102 treaties in
its list of “Covered Tax Agreoment’
but not India while penning the
‘Multilateral Instrument’, which
meantthe minimum standards sug-
gosiad by BEPS report wouldn't ha-
ve amended the India-China DTAA
even after the global treaty.

In order to bring the changes sug-
gested by BEPS, it was necessary
for India & China to sign a protocol
and bring the changes bilaterally




India, China ink protocol to amend
‘double taxation avoidance treaty
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India and Chin: on Monday
signed a protocol to amend
the existing double taxation
avoidance agreement (DTAA)
| between the two countries.

o the iy
things, updates the existing

for exchange of in-
tion to the latest inter-
national standards.

Further, It incorporates
cha required to imple-
nu:tm treaty related ";ﬂn
imum standards under the
action reports of Base Erosion
& Profit shifting (BEPS) Pro-
ject, in which India had parti-
cipated on an equal footing.

Besides minimum stand-
ards, the protocol brings in
changes as per BEPS Action re-
ports as agreed upon by the
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amending the treaty initially

signed in 1994,

Nangia highlighted that
China, Interestingly, had In-
cluded 102 treaties in its list of
"‘Covered Tax Agreement’ but
not India, while penning the
"Multilateral Instrument’
(*MLI'). This implied that the
minimum standards s
ted by BEPS report would not
have amended the Indis
China DTAA even after MLI
coming into force,

Hence, in order to bring the
changes suggested by BEPS re-
ports, it was necessary for In-
dia and China to sign a pro-
tocol and bring such changes
bilaterally. *This is stmilar to
the situation in the India
Mauritius treaty, where the
changes were bilater-
ally and Mauritius excluded
India from its list of ‘Covered
Tax Agreements™, Nangia

Nangia said thegotomlh
expected to bring the ¢ s
agreed upon by both India
and China on implementa-
tion of BEPS report. However,
the exact changes to the DTAA
will come to light only in the
fine-print of the protocol, he
said,

Effective info exchange
Aseern  Chawla,

Partner, ASC Legal
“Bringing in line with recent
developments in the arena of
BEPS and India’s commitment
to enhance the effectiveness
of exchange of information,
the protocol has been s

o amend the Ind.hm
DTAA".

This reaffirms Indla's re
solve to ensure that its tax
treaty framework is in line
with contemporary develop-
ments, especially in  the
sphere of BEPS, Chawla told
Businessline,
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