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Receipts for ‘borrowed services or advisory support’ and reimbursement
of expenses not taxable as FTS under Article 13 of the India-UK DTAA and
not taxable as business profits under Article 7 of the India-UK DTAA in
absence of a PE in India — Mumbai bench of the Tribunal
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The Mumbai bench of the Income-tax Appellate Tribunal’ (Tribunal) dismissed the Revenue’s appeal
and upheld the order of the Commissioner of Income-tax (Appeals) [CIT(A)] which deleted additions
made by the Tax Officer (TO) in respect of receipts by the taxpayer from its Indian affiliates. The
Tribunal concluded that the receipts for ‘borrowed services or advisory support’ and reimbursement
of expenses were not taxable as ‘fees for technical services’ (FTS) under Article 13 of the India-UK
Double Taxation Avoidance Agreement (DTAA), but constituted business profits under Article 7 of the
India-UK DTAA and, in the absence of a permanent establishment (PE) in India, were not taxable.
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Facts

« The taxpayer is a foreign company, a tax resident in the UK and forms part of a multinational
group engaged in providing strategic consultancy services to clients. The taxpayer group set up
Indian entities to provide similar services in India. In the course of performing its work on various
projects and assignments in India, the Indian entities periodically seek assistance from overseas
affiliates including the taxpayer.

« During the financial year (FY) 2017-18, the taxpayer had rendered services in connection with
provisions of data (e.g. population, GDP, inflation, production capacities, regulations, policy
framework etc.), providing qualitative data such as prevailing practices in various areas and
advisory support to Indian entities of the multinational group (i.e. borrowed services or advisory
support).

« The taxpayer also claimed reimbursement in respect of consultancy charges, travelling expenses,
telephone charges, etc. incurred by it on behalf of the Indian entities of the multinational group.

« The taxpayer filed a revised return declaring nil income, claiming exemption under the India UK-
DTAA for reimbursement of expenses and for receipts towards ‘borrowed services or advisory
support’.
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The TO, during scrutiny, treated both receipts as taxable as FTS under Article 13 of the India-UK
DTAA and thereby made additions.

The CIT(A) deleted the additions relying on earlier years’ orders and Tribunal rulings in group
company cases and concluded that such receipts were not FTS and not taxable in India in the
absence of a PE.

Taxpayer’s contentions

The taxpayer is a UK tax resident and entitled to DTAA benefits. The receipts for provision of
‘borrowed services or advisory support’ from the Indian entities are not covered within the narrow
definition of FTS under Article 13 of the India-UK DTAA, as no technical knowledge, skill, or
know-how was ‘made available’ to the Indian entities. The taxpayer also submitted a tabular
summary outlining the scope of all projects and client assignments of the Indian entities on which
it provided assistance, to demonstrate that the services rendered cannot be classified as FTS
under Article 13 of the India-UK DTAA.

The services were rendered in the ordinary course of business and constitute business receipts.
The taxpayer does not have a PE in India as per Article 5 of the India-UK DTAA,; thus, business
profits are not taxable in India under Article 7 of the India-UK DTAA.

The reimbursement of expenses was without any profit element and should not be treated as
income.

The taxpayer relied on favourable Tribunal rulings in its own and group companies’ cases for
earlier years.

The taxpayer also relied on Mutual Agreement Procedure (MAP) resolutions between competent
authorities of India and the US for prior years in the case of group companies, wherein it was
agreed that the receipts towards borrowed service was not FTS and hence, not taxable in the
absence of a PE.

Revenue’s contentions

The receipts for borrowed services or advisory support and reimbursement of expenses is in the
nature of FTS under Article 13 of the India-UK DTAA since the services provided were technical
or consultancy in nature and ‘made available’ technical knowledge, skill or know-how to the Indian
entities.

In the appeal before the Tribunal, the Revenue took an alternative argument that the receipts
should be taxed as business profits under Article 7 of the India-UK DTAA, since the taxpayer had
a PE in India due to the holding-subsidiary relationship.

Tribunal’s ruling

The Tribunal dismissed the Revenue’s appeal and upheld the CIT(A)’s order.

The Tribunal found no evidence that the services rendered by the taxpayer ‘made available’
technical knowledge, experience, skill, know-how, or processes to the Indian entities, as required
by Article 13(4) of the India-UK DTAA to constitute FTS. It relied on its own earlier rulings in the
taxpayer’s own and group companies’ cases for earlier years, where similar receipts were
considered not to be FTS and not taxable in India in the absence of a PE. The Tribunal recorded
that the Revenue has not produced any material on record to justify deviating from the view taken
by the Tribunal in its earlier rulings, either on facts or in law.

The Tribunal also relied on the MAP resolutions for earlier years in group companies’ cases,
where it was agreed that ‘borrowed services’ were not FTS.

PwC | Tax Insights June 2026 | 2



« The Tribunal also confirmed that the reimbursement of expenses without any profit element or
markup is not taxable.

« The Tribunal dismissed the Revenue’s contradictory approach of arguing both for FTS and,
alternatively, business profits through PE during the appellate proceedings.

« Onthe PE issue, the Tribunal concluded that the Revenue has failed to bring any cogent material
to substantiate the claim that the taxpayer has a PE in India. It further concluded that a mere
parent-subsidiary relationship does not constitute a PE.

The takeaways

« The ruling confirms that the receipt of fees for borrowed services or advisory support does not
constitute FTS where no technical knowledge, experience, skill, know-how or processes are
made available to the recipient in terms of Article 13(4) of the India-UK DTAA.

« The ruling confirms that mere existence of a holding-subsidiary relationship or shareholding does
not, per se, create or constitute a PE in terms of Article 5 of the India-UK DTAA.

« The ruling also confirms that the reimbursement of expenses without any profit element or
markup does not constitute FTS taxable in India.
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