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The Central Board of Direct Taxes (‘CBDT’) has issued a press 
release on 23 February 2026 announcing the signing of the 
Protocol to amend the India-France tax treaty (‘the Treaty’) 
signed on 29 September 1992.1 

The Protocol will make the following amendments to the Treaty:

• Capital gains on sale of shares: Taxation rights in respect 
of capital gains arising from sale of shares of a company to 
be granted to the country of residence of such company. 
Accordingly, the capital gains earned by a French resident 
from the sale of shares of a company tax resident of India 
to be taxable in India.

• Most Favoured Nation (‘MFN’) clause: This clause to be 
deleted from the Treaty.

• Dividend: Instead of current 10 per cent rate, the following 
tax rates to be applicable on dividend:

̵ 5 per cent for shareholders holding at least 10 per cent 
of capital,

̵ 15 per cent in all other cases.

_____________________________________ 
1 Source: Taxsutra
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Our comments

The Protocol realigns the bilateral tax framework with 
India’s current treaty policy and international tax 
standards. It also underscores India’s efforts to 
safeguard its tax base and promote a stable 
investment environment.

• Fees for Technical Services (‘FTS’): Definition of 
FTS to be modified by aligning it with the definition 
provided in the India-USA tax treaty. It seems that 
‘make available’ test will be introduced in the 
definition.

• Permanent Establishment (‘PE’): Service PE 
clause to be introduced.

• Multilateral Instruments (‘MLI’) provisions: The 
MLI provisions already signed and ratified by India 
and France to be specifically included in the 
Treaty.

• Exchange of information: The relevant Treaty 
article to be updated, as per the international 
standards.

• Collection of taxes: To strengthen tax 
cooperation between India and France, new article 
on ‘Assistance in Collection of Taxes’ to be 
introduced.

The changes introduced through the Protocol shall 
enter into effect subsequent to completion of internal 
procedures under the laws of both the countries and 
subject to the terms agreed.
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