MUMBAI SILICON VALLEY BANGALORE

Tax Hotline

SINGAPORE

Nishith DesaiAssociates

LEGAL AND TAX COUNSELING WORLDWIDE

MUMBAI BKC NEW DELHI MUNICH

NEW YORK

September 08, 2002

INDIA - US DOUBLE TAXATION AVOIDANCE AGREEMENT NOW PROVIDES FOR A STAY ON RECOVERY
PROCEEDINGS FOR DISPUTED TAXES UNTIL THE COMPETENT AUTHORITIES SETTLE THE DISPUTE

The Indian and US tax authorities in a welcome move have in a joint meeting held in late September this year,
agreed that the tax payer would not have to pay his disputed tax demand until the respective competent authorities

(“CA’) have decided on the disputed tax liability.

Thus now, US companies operating in India and Indian companies operating in the US will not have to pay tax in
case of a dispute until the respective CA decides on the disputed tax liability. Further, the tax payers assessment will

also be deferred until the CA takes a final decision.

The new provision however, requires the parties to furnish a bank guarantee for the disputed tax liability. Thus now
under the new procedure, during a negotiation regarding a potential or actual tax assessments under the Mutual
Agreement Procedure Article of the India-US Double Taxation Avoidance Agreement, the Indian and US tax
authorities have agreed on a procedure to defer assessment or suspend collection of taxes, including any related

interest or penalties.

Source: The Econoric Tines, Septenber 28, 2002

DISCLAIMER

The contents of this hotline should not be construed as legal opinion. View detailed disclaimer.

This Hotline provides general information existing at the time of
preparation. The Hotline is intended as a news update and
Nishith Desai Associates neither assumes nor accepts any
responsibility for any loss arising to any person acting or
refraining from acting as a result of any material contained in this
Hotline. It is recommended that professional advice be taken
based on the specific facts and circumstances. This Hotline does
not substitute the need to refer to the original pronouncements.

This is not a Spam mail. You have received this mail because you
have either requested for it or someone must have suggested your
name. Since India has no anti-spamming law, we refer to the US
directive, which states that a mail cannot be considered Spam if it
contains the sender's contact information, which this mail does. In
case this mail doesn't concern you, please unsubscribe from mailing
list.
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