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“Every person being a seller, who receives any amount as consideration for sale of any goods of
the value or aggregate of such value exceeding fifty lakh rupees in any previous year, other than the
goods covered in sub-section (1) or sub-section (1F) or sub-section (1G) shall at the time of receipt of such
amount, collect from the buyer, a sum equal to 0.1 percent of the sale consideration exceeding fifty lakh
rupees as income-tax”

TCS is not required to be collected in following cases:

i, If consideration received for sale of goods of the value or aggregate of such value does not exceed Rs.
50 Lakhs in any year.

ii. Ifthe buyer is liable to deduct TDS under any provisions of the Income Tax Act.
iii. If goods are exported.

iv. If goods are sold to the Central Govt, State Govt, an Embassy, a High Commissioner, Consulate,
Legation, Commission and Trade Representative of a foreign State, Local Authority.
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Section 206C(1H) Every person, being a seller, who receives any amount as consideration Jfor
sale of aiy goods of the value or aggregate of such value exceeding fifty lakh rupees in any
previous year, other than the goods being exported out of India or goods covered in sub-section
(1) or sub-section (1F) or sub-section (1G) shall, at the time of receipt of such amount, collect
Jrom the buyer, a sum equal to 0.1 per cent of the sale consideration exceeding fifty lakh rupees
as income-tax.;

Provided that if the buyer has not provided the Permanent Account Number or the Aadhaar
mumber fo the seller, then the provisions of clause (i) of sub-section (1) of section 206CC shall
be read as if for the words "five per cent” the words "one per cent” had been substituted:

Provided further that the provisions of this sub-section shall not apply, if the buyer is liable to
deduct 1ax at source under any other provision of this Act on the goods purchased by him from
the seller and has deducted such amount.

Explanation.-—For the purposes of this sub-section —
(a) "buyer" means a person who purchases any goods, but does not include,—

(A) the Central Government, a State Government, an embassy, a High Commission,
legation, commission, consulate and the trade representation of a foreign State; or

(B) a local authority as defined in the Explanation fo clause (20) of section 10; or

(C) a person importing goods into India or any other person as the Central
Govermnent may, by notification in the Official Gazette, specify for this purpose,
subject to such conditions as may be specified therein;

(b) "seller” means a person whose total sales, &r08S receipts or turnover from the business
carried on by him exceed ten crore rupees during the financial year innnediately
preceding the financial year in which the sale of goods is carried out, not being a person
as the Central Government may, by notification in the Official Gazette, specify for this
purpose, subject to such conditions as may be specified therein.



Circular No. 17 of 2020

F. No.370133/22/2020~TPL
Government of India -
Ministry of Finance -
Department of Revenue
Central Board of Direct Taxes
(TPL Division)

e ek K

Dated: 29" September; 2020

Sub.: Guidelines under section 194-0 (4) and section 206C (1-1) of the Income-tax Act, 1961 -
reg.

Finance Act, 2020 inserted a new section 194-0 in the Income-tax Act 1961 (hereinafter referred
to as “the Act”) which mandates that with effect from 1% day of October, 2020, an e-commerce operator
shall deduct income-tax at the rate of one per cent (subject to the provisions of proposed section 197B of
the Act) of the gross amount of sale of goods or provision of service or botl, facilitated through its digital
or electronic facility or platform. However, exemption from the said deduction has been provided in case
of certain individuals or Hindu undivided family fulfilling specified conditions. This deduction is required
to be made at the time of credit of amount of such sale or service of both to the account of an e-COMIeErce
participant or at the time of payment thereof to such e-commerce participant, whichever is earlier.

2. Finance Act, 2020 also inserted sub-section (1H) in section 206C of the Act which mandates that
with effect from 1% day of October, 2020 a seller receiving an amount as consideration for sale of any
goods of the value or aggregate of such value exceeding fifty lakh rupees in any previous year t0 collect
tax from the buyer a sum equal to 0.1 per cent (subject to the provisions of proposed sub-section (10A) of
the section 206C of the Act) of the sale consideration exceeding fifty lakh rupees as income-tax. The
collection is required to be made at the time of receipt of amount of sales consideration.

3. Sub-section (4) of section 194-O and sub-section (1-1) of section 206C of the Act empowers the
Board {with the approval of the Central Government) to issue guidelines for the purpose of removing
difficulties. Various representations have been received by the Board for issuing guidelines for removing
certain difficulties. In exercise of power contained under sub-section (4) of section 194-0 of the Act and
sub-section (1-T) of section 206C of the Act, the Board, with the approval of the Central Government,
hereby issues the following guidetines.

4, Guidelines
4.1 Apglicabilitv on transactions carried thro_ugh various Exchanges:

4.1.1 It has been represented that there are practical difficulties in implementing the provisions of Tax
Deduction at Source (TDS) and Tax Collection at Source (TCS) contained in section 194-0 and sub-
section (1H) of section 206C of the Act in case of certain exchanges and clearing corporations. it has been

stated that sometime in these transactions there is no one to one contract between the buyers and the
sellers.

4.12 1n order to remove such difficulties, it is provided that the provisions of section 1940, and sub-
section (1H) of section 206C, of the Act shall not be applicable in relation 10,-

(i) transactions in securities and commodities which are traded through recognized stock exchanges of
cleared and settled by the recognized clearing corporation, including recognized stock exchanges oOr
recognized clearing corporation located in Intemational Financial Service Centre;

1]Page




(i) transactions in electricity, renewable energy certificates and energy saving certificates traded through
power exchanges registered in accordance with Regulation 21 of the CERC; and

For this purpose,-

(i) "recognized clearing corporation” shall have the meaning assigned to it in clause (i) of the Explanation
1o clause (23EE) of section 10 of the Act;

(it} "recognized stock exchange" shall have the meaning assigned to it in clause (ii) of the Explanation |
10 sub-section (5) of section 43 of the Act; and

(i) "International Financial Services Centre" shall have the meaning assigned to it in clause {q) of section
2 of the Special Economic Zones Act, 2005.

4.2 Applicability on pavment gateway:

42.1 In e-commerce transactions, the payments are generally facilitated by payment gateways. It is
represented that in these transactions, there may be applicability of section 194-Q twice i.e. once on e-
main commerce operator who is facilitating sell of goods or provision of services or both and once on
payment gateway who also happen to qualify as e-commerce operator for facilitating service. To illustrate
a buyer buys zoods worth one lakh rupees on e-commerce website “XYZ”. He makes payment of one
lakh rupees through digital ptatform of “ABC”. On these facts Hability to deduct tax under section 194-0O
may fall on both “XYZ” and “ABC”. :

472 Tn order to remove this difficulty, it is provided that the payment gateway will not be required to
deduct tax under section 194-O of the Act on a transaction, if the tax has been deducted by the e-
commerce operator under section 194-O of the Act, on the samne transaction. Hence, in the above
example, if “XYZ" has deducted tax under section 194-O on one lakh rupees, “ABC” will not be required
to deduct tax under section 194-O of the Act on the same transaction. To facilitate proper implementation,
“ABC” may take an undertaking from «XYZ" regarding deduction of tax.

43 Applicability of on insurance agent or insurance aggregator;

43.1 It has been represented that insurance agents ot insurance aggregators in many cases have no
involvement in transactions between insurarnce company and the buyer for subsequent years. It has been
represented that in subsequent years, the liability to deduct tax may arise on the insurance agents or
insurance aggregators even if the transactions have been completed directly with the insurance company.
This may result inte hardship for the insurance agenis/aggyegators.

432 In order to remove difficuity it is provided that in years subsequent 1o the first year, if the
insurance agent or insurance aggregator has no involvement in transactions between insurance company
and the buyer of insurance policy, he would not be liable to deduct tax under section 194-O of the Act for
those subsequent years. However, the insurance company shall be required to deduct tax on comrmission

payment, if any, made to the insurance agent or insurance aggregator for those subsequent years under the
relevant provision of the Act.

4.4 Calculation of threshold for the financial year 2020-21.

4.4.1. Since both section 194-0O, and sub-section (1H) of section 206C, of the Act would come into
effect from 1% October, 2020, it was requested to clarify how the various thresholds specified under these



sections shall be computed and whether the tax is required to be deducted/collected in respect of amoutis
received before 1% October, 2020.

4472 it hereby clarified that,-

(i) Since the threshold of five lakh rupecs for an individual/ Hindu undivided family {(being e-
commerce participant who has furnished his PAN/Aadbaar) is with respect to the previous year,
calculation of ameunt of sale or services or both for triggering deduction under section 194-0 of
the Act shell be counted from 1st April, 2020, Henge, if the gross amount of sale or services or both
facilitated during the previous year 2020-21 (including the period up to 30" Sept 2020) in relation
to such an individual/ Hindu undivided family exceeds five lakh rupees, the provision of section
194-0 shall apply on any sum credited or paid on or after 1 October, 2020.

(i) Since sub-section (1H) of section 206C of the Act applies on receipt of sale consideration, the
provision of this sub-section shall not apply on any sale consideration received before 1% October
2020. Consequently it wouid apply on al] sale consideration (including advance received for sale)
received on or afier 1" October 2020 even if the sale was carried out before 1¥ October 2020.

(iif) Since the threshold of fifty lakh rupees is ‘with respect to the previous year, calculation of
receipt of sale consideration for triggering TCS under sub-section (1) of section 206C shall be
computed from 1% April, 2020. Hence, if a person being seller has atready received fifty lakh
rupees or niore up 10 30" September 2020 from a buyer, the TCS under sub-section (1H) of section
206C shall apply on all receipt of sale cansideration during the previous year, on or after 1%
October 2020, from such buyer.

4.5 Applicahility to sale of motor vehicle:

451 The provisions of sub-section (1F) of section 206C of the Act apply to sale of motor vehicle of
the value exceeding ten lakh rupees. Sub-section (1H) of section 206C of the Act exclude from its
applicability goods covered under sub-section (1F). It has been requested to clarify that whether all motor
vehicles are excluded from the applicability of sub-section (1H) of section 206C of the Act.

4.5.2 It this regard it may be noted that the scope of sub-sections (1H) and (1F) are different, While
sub-section (1F) is based on single sale of motor vehicle, sub-section (1H) is for receipt above 50 lakh
rupee during the previous year against aggregate sale of good. While sub-section (1F) is for sale to
consumer only ard not to dealers, sub-section (1H) is for all sale above the threshiold. Hence, in ordet to
remove difficulty it is clarified that,-

(i) Receipt of sale consideration from a dealer would be subjected to TCS under sub-section (1H)
of the Act, if such sales are not subjected to TCS under sub-section (1 F) of section 206C of the Act.

(ii) In case of sale to consumer, receipt of sale consideration for sale of motor vehicle of the value
of ten lakh rupees or less to a buyer would be subjected to TCS under sub-section (1H) of section
206C of the Act, if the receipt of sale consideration for such vehicles during the previous year
exceeds fifty lakh rupees during the previous year.



(iif) In case of sale to CONSUIET, receipt of sale consideration for sale of motor vehicle of the value
exceeding ten lakh rupees would not be subjected to TCS under sub-section (1H) of section 206C
of the Act if such sales are subjected to TCS under sub-section (1F) of section 206C of the Act,

4.6 Adiustment for sale return, discount or indirect taxes

46.1 Itis requested to clarify that whether adjustiment is required 1o be made for sales rewrn, discount
or indirect taxes including GST for the purpose of collection of tax under sub-section (1H) of section
206C of the Act. It is hereby clarified that no adjustment on account of sale return or discount or indirect
taxes including GST is required to be made for collection of tax under sub-section {1H) of section 206C
of the Act since the collection is made with reference to receipt of amount of sale consideration.

4.7 Fuel supplied to non-resident airlines

471 ltis requested to clarify if the provisions of sub-section (1H) of section 206C of the Act shall
apply on fuel supplied to non-resident airlines at airports in India. To remove difficulties it is
provided that the provisions of sub-section (1H) of section 206C of the Act shall not apply on the
sale consideration received for fuel supplied to non-resident airlines at airports in India.
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Government of India
Department of Revenue
Ministry of Finance
Central Board of Direct Taxes

New Delhi, 30th September, 2020

Clarification,on doubts arising on account of new TCS provisions

There are reports in certain sections of media wherein certain doubts have been

raised regarding the applicability of the provisions relating to Tax Collection at Source
ntroduced vide Finance Act, 5020. This press note is being

bts about the applicability of these provisions.

Finance Act, 2020 amended provisions relating to TCS with effect from 1st
October, 2020 to provide that seller of goods shall collect tax @ 0.1 per cent (0.075%
up to 31.03.2021) if the receipt of sale consideration from a buyer exceeds Rs. 50 lakh
in the financial year. Further, to reduce the compliance burden, it has been provided
that a seller would be required to coliect tax only if his turnover exceeds Rs. 10 crore in
ihe last financial year. Moreover, the export of goods has also been exempted from the

applicability of these provisions.

(TCS) on certain goods i
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issued to clarify those dou

It has been reported in the media that TCS has heen made applicable 10 the
amount received before 1st October, 2020. 1tis clarified that this report is not correct. In
this connection, it may be noted that this TCS shall be applicable only on the amount
received on or after 1st October, 2020. For example, a seller who has received Rs. 1
crore before 1st October, 2020 from & particular buyer and receives Rs. 5 Jakh after 1st
October, 2020 would be required to collect tax on Rs. 5 lakh only and not on Rs. 55 lakh
fi.e Rs.1.05 crore - Rs. 50 lakh (threshold)] by inciuding the amount received before 1st

October, 2020.

It has also been reported in certain section of the media that every transaction
will attract this TCS. This report is not correct. It may be noted that this TCS applies
only in cases where receipt of sale consideration exceeds Rs. 50 lakh in a financial
year. As the threshold is based on the yearly receipt, it may be noted that only for the
purpose of calculation of this threshold.of Rs. 50 lakh, the receipt from the beginning of
the financial year i.e. from 1st April, 2020 shall be taken into account. For example, in
the above illustration, the seller has to collect tax on receipt of Rs. 5 lakh after 1st
October, 2020 because ihe receipts from 1st April, 2020 i.e. Rs. 1.05 crore exceeded

the-specified threshold of Rs. 50 lakh.

Further, the seller in most of the cases maintains running account of the buyer in
which payments are generally not linked with a particuiar sale invoice. Therefore, in
order to simplify and ease the compliance of the collector, it may be noted that this TCS
provision shall be applicable on the amount of all sale consideration received on or after




1st October, 2020 without making any adjustment for the amount received in respect of
sales made before 1st October, 2020. Mandating the collector to identify and exclude
the amount in respect of sales made up to 30th September, 2020 from the amount
received on or after the 1st of October, 2020 would have resulted into undue
compliance burden for the collector and also litigation.

lt has been reported in certain section of the media that this TCS is an additional
tax. This is obviously not correct. In this regard, it may be noted that TCS is not an
additional tax but is in the nature of advance income-tax/TDS for which the buyer would
get the credit against.his actual income tax liabifity and if the amount of TCS is more
than his tax liability, the buyer would be entitled for refund of the excess amount along
with interest.

it may also be noted that this TCS shall be applicable only on the receipt
exceeding Rs. 50 lakh by & seller from a particular buyer. Therefore, on payment of Rs.
1 crore made by a buyer to @ particular seller only Rs.5,000 (Rs. 3,750 this year) i.e.
[0.1% of (Rs. 1 crore - Rs. 50 fakh)] shall be collected. Hence, in case of a person
making payment of Rs.1 crore each to 10 different sellers, the total tax collected shall
be only Rs.50,000 (Rs. 37,500 this year) i.e 10 x [0.1% of (Rs. 1 crore- Rs. 50 lakh)j on
the total payment made for purchase of Rs. 10 crore {o ten different sellers.

Assuming a net profit of 8% on sales, his business income in respect of this
payment of Rs. 10 crore made for purchase would be around Rs. 87 lakh. The income-
tax liability on the income of Rs. 87 lakh for an individual in the new faxation regime
would be around Rs. 27 lakh. Hence, the amount of TCS collected i.e. Rs.50,000 (Rs.
37,500 this year) would be a miniscule part of his actual tax iiability and would be easily
adjusted against his tax liability. In a rare case, it hie tax liability is less than even
Rs.50,000 (Rs, 37,500 this year), he shall be entitled for refund of excess TCS with
interest.

It has also been reported in certain section of media that every seller will have to
collect TCS. This is also not correct. In this context, it may be noted that in order to
reduce the compliance burden, this TCS is made applicable to only those sellers whose
business turnover exceeds Rs. 10 crore. !n other words, those having turnover of less
than Rs. 10 crore will not be required to collect TCS. There are only around 3.5 lakh
persons who have disclosed business turnover of more than Rs. 10 crore in FY 2018-
. 19. There are around 18 lakh entities which already deal with TDS/T CS. Therefore, this
TCS collection under these new provisions would be required to be made by persons
who, in most of the cases, would already be complying with the other provisions of
TDS/TCS. '

(Surabhi Ahluwalia)
Commissioner of Income Tax
(Media & Technical Policy)
Official Spokesperson, CBDT



