Government notifies revised India-Qatar tax treaty:
KPMG scope of Permanent Establishment expanded, and

Principal Purpose Test introduced

afin
Taxation Avoidance Agreement with the Government of Qatar
(the revised Treaty)! which was signed in February 2025. The

The Government of India has notified the revised Double
revised Treaty shall be effective in India in respect of income
arising on or after 1 April 2026.

The revised Treaty aligns with the global standards on tax
transparency and strengthens anti-abuse provisions by
explicitly targeting treaty-shopping and tax avoidance
arrangements.

Significant changes include coverage for fiscally transparent
entities, modification of tie-breaker rules for dual residency,
introduction of installation Permanent Establishment (PE),
services-based PE and anti-fragmentation rules in the
definition of PE, increase in the shareholding threshold for
o reduced dividend tax rate, tightening of capital gains taxation
4’ » on shares linked to immovable property, and introduction of
L — Principal Purpose Test (PPT) to prevent treaty abuse.

3 November 2025 -

! Notification N0.154/2025/F. No. 504/6/2004-SO-FTD-11(2)] dated 24 October 2025

KPMG. Make the Difference.
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This flash news captures some of the significant
amendments in the existing Treaty.

Key amendments

Fiscally transparent entities covered

Article on ‘Persons Covered’? has been modified to
provide that income derived by or through a fiscally
transparent entity will be treated as income of the
resident of a Contracting State only to the extent it is
treated as such for tax purposes in that State.

Tie-breaker rule to determine residential status
modified

» Under the existing Treaty, the tie-breaker criteria
for determining an individual’s residential status
in case of dual residency are applied in the
following order: permanent home, centre of vital
interests, habitual abode and nationality. In the
revised Treaty, the criterion of permanent home
has been removed.3

« For non-individual person, the existing Treaty
applies the place of effective management as the
tie-breaker criterion. However, under the revised

2 Insertion of Para 2 in Article 1
3 Article 4(2)

Treaty, the residency will be determined through
mutual agreement between the competent authorities
of both the Contracting States, based on the relevant
factors such as place of effective management, place
of incorporation.*

Scope of Permanent Establishment expanded

e |nstallation PE clause with a duration threshold of
six months has been introduced.®

e Service PE clause has been introduced with a
duration threshold of 90 days within any
12-month period.®

* Under the existing Treaty, preparatory and
auxiliary exemption includes use of facilities or
maintenance of stock solely for the purpose of
storage, display, or delivery of goods. In the
revised Treaty the word “delivery” has been
removed.’

* Anti-fragmentation rules® have been added to
prevent the enterprises from splitting their
activities across closely related enterprises® or
locations to claim such activities as merely
preparatory or auxiliary and thereby avoid

4 Article 4(3)

5 Article 5(3)(a)

6 Article 5(3)(b)

7 Para (a) and (b) of Article 5(5)

8 Insertion of Para 5.1 in Article 5

9 As defined in Article 5(10) of the revised Treaty
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creating a PE. The activities are aggregated to
prevent application of preparatory and auxiliary
exemption, provided the overall activity constitute
complementary functions that are part of a
cohesive business operation.

* Arm’s length test introduced to determine the
dependency of an agent for the purposes of
dependent agent PE (DAPE).1°

Deductions and profit allocation to Permanent
Establishment

* The existing Treaty allows deduction of business
and administrative expenses to the PE subject to
local tax laws, with no specific restriction relating
to payments to head office by the PE. The revised
Treaty restricts the deductions of payments by
way of royalties, fees, commissions, or interest
(except for banks) made by the PE to its head
office or other offices, unless these are
reimbursements for actual expenses. Similarly,
such payments received by the PE from the head
office or other offices is not includible in its profits
(unless these are reimbursements in nature).

* The revised Treaty further provides that if it is
customary in a Contracting State to attribute

10 Article 5(8)
11 Article 7(3)

profits to the PE by apportioning the total profits of the
enterprise, this method may continue to be used,
provided it aligns with the principles in the Treaty’s
business profits article.1?

Shareholding threshold for lower dividend tax rate
increased

The shareholding threshold to claim the lower tax rate
of five per cent on dividend income has been
increased from 10 per cent to 25 per cent. Further, a
specific condition that the beneficial owner must be a
resident of the Contracting State has also been
added.t3

Capital gains on immovable property-linked shares
amended

Under the existing Treaty, the source State has the
right to tax capital gains arising from alienation of
shares in a company whose property consists directly
or indirectly principally of immovable property situated
in that State. Under the revised Treaty, the source
State may tax capital gains derived from alienation of
shares if such shares derive more than 50 per cent of
their value directly or indirectly from immovable
property in the source State.!*

12 Article 7(4)

13 Article 10(2). A similar amendment has also been made in Article-11 dealing
with the taxation of interest.

14 Article 13(4)
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Exchange of information scope expanded

The revised Treaty significantly expands information
exchange provisions. For instance, information
requested cannot be refused solely because it is held
by a bank, financial institution, nominee, fiduciary, or
relates to ownership interests.1®

Principal Purpose Test introduced

PPT has been introduced to deny Treaty benefits if
obtaining that benefit was one of the principal
purposes of entering into an arrangement or
transaction, unless it is established that granting that
benefit was in accordance with the object and
purpose of the relevant provisions of the Treaty.16
This article is worded similar to the PPT provisions
contained in the Multilateral Instrument (MLI).

15 Article 26
16 Insertion of Article 28 — Entitlement to Benefits

Our comments )

The revised Treaty reflects India’s commitment to
updating its tax treaty framework in line with evolving
international standards and best practices, including
OECD’s Base Erosion and Profit Shifting (BEPS)
initiative. It is important to review the revised
provisions carefully to assess their impact on treaty
eligibility and cross-border transactions.

B

1

_—
- —
-

-

© 2025 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



KPMG inIndiaaddresses:

Ahmedabad

Commerce House V, 9t
Floor, 902, Near Vodafone
House, Corporate Road,
Prahlad Nagar,
Ahmedabad — 380 051.
Tel: +91 79 4040 2200

Pune

9th floor, Business Plaza,
Westin Hotel Campus,
36/3-B, Koregaon Park
Annex, Mundhwa Road,
Ghorpadi,

Pune — 411 001.

Tel: +91 20 6747 7000

Mumbai

Lodha Excellus, Apollo Mills
Compound, 2" Floor,

N M Joshi Marg, Lower
Parel, Mumbai- 400 011.
Tel: +91 22 3989 6000

kpmg.com/in
Follow us on:
kpmg.com/in/socialmedia

Xlin| @@

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is

Hyderabad

Salarpuria Knowledge
City, Orwell 6" Floor,
Unit-3, Survey No 83/1,
Plot No 2, Raidurg,
Hyderabad — 500 081.
Tel: +91 40 6111 6000

Chandigarh

Elante Offices,

Unit No. A505, 5t Floor, Plot
N0.178-178A, Industrial Area
Phase-1,

Chandigarh — 160 002.

Tel: +91 172 664 4000

Vadodara

Ocean Building, 303, 3™ Floor,
Beside Center Square Mall,
Opp. Vadodara Central Mall,
Dr. Vikram Sarabhai Marg,
Vadodara — 390 023.

Tel: +91 265 619 4200

Noida

Unit No. 501, 5™ Floor,
Advant Navis Business Park,
Tower-A, Plot# 7, Sector 142,
Expressway Noida,

Gautam Budh Nagar,

Noida — 201 305.

Tel: +91 0120 386 8000

Kochi

Syama Business Centre,
49/179, 3' Floor, NH 47,
Bypass Road, VWytilla,
Kochi — 682 019.

Tel: +91 484 302 5600

Vijayawada

PR heights, 4% Floor,

NH 16 Service Rd,

opp. Manipal Hospital Road,
Tadepalle,

Andhra Pradesh — 522 501.
Tel: +91 0864 536 2000

Bengaluru

Embassy Golf Links Business
Park, Pebble Beach, 13/02,
‘B’ Block, 1st& 2" Floor,

Off Intermediate Ring Road,
Bengaluru — 560 071

Tel: +91 80 6833 5000

Chennai

KRM Towers, Ground,

1st, 2nd & 3rd Floor, No. 1,
Harrington Road, Chetpet,
Chennai — 600 031.

Tel: +91 44 3914 5000

Gurugram

Building No.10, 8™ Floor,
DLF Cyber City, Phase II,
Gurugram,

Haryana — 122 002.

Tel: +91 124 307 4000

Jaipur

Signature Towers, Office
No. 402, Fourth Floor,

S Plot No. DC-II, Lal Kothi
District Shopping Center,
Tonk Road,

Jaipur — 302 001

Tel: +91 141 — 672 1000

Kolkata

Unit No. 604,

6t Floor, Tower — 1,
Godrej Waterside,
Sector — V, Salt Lake,
Kolkata — 700 091.
Tel: +91 33 4403 4000

accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

KPMG Assurance and Consulting Services LLP, Lodha Excelus, Apollo Mills Compound, NM Joshi Marg, Lower Parel, Mumbai - 400 011 Phone: +91 22 3989 6000, Fax: +91 22 3983 6000

© 2025 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by

guarantee. All rights reserved.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.

This document is meant for e-communication only.


https://www.youtube.com/@kpmgindia
https://www.facebook.com/KPMGIndia
https://www.instagram.com/kpmgin/
https://www.linkedin.com/company/kpmgindia/
https://x.com/kpmgindia

	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5

