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Sub.: Guiddiues ouler sootion 194-0 {4) and sectiow 206C (1-) of the Income-tax Act, 1961 —
reg.

Finance Act, 20020 insetted 2 new section 1940 in the Income-ta Aot 1961 (heaeinafter refermed
o ax *the Ack) which mandates thut with cffeot from 1 day of Oseober, 2000, ot e-oonIeerce aperator
ahall deduct inconwe-tax at the rate of omo per cent {subject to'the provisions of proposed section 1978 of
the Act) of the gross amounk of sake of govds or prevision of servics o both, faciliaed through s digita
or elecironic faclity or platfomy, However, exemption from the said deduction has been previded in case
of certnin individoals or Hindu umdivided family Eulflling specified eotditions. This deduction is requinad
10 be made at'the time pf credt of amout of such sale or sarvice ot boih b the: seconint of it é-Coniimerce
participart ot at the fine of payment thereof o such s-commen= pact cipant, whichever 1= eatliet

.8 Fitmmee Act, 2020 also inserted sob-zection (TH) m section 206C of the Aot which mandgzs that
with cffoct from 1™ day of Octobor, 2020 2 scller recciving an omount as conaideration for mle of any
goods of the valus or aggregate of such value exeesting tifty lakh rupess iu any previous year to collect
tax from the aryer a som equal 1o 0.1 per cent {subjcct to e providons of proposed ub-eection (104} of
the section 2060 of the Act) of the sale consideration exceeding fifty iakh mipees es income-tax. The
collection is required to be teade at the e of tecelpt of atount of sales considaration,

3. Sutsection (4 of section 194-0 and sob-section {1-I of section 206C of the Act ampowers the
Boavd (with the approval of the Central Governanent) to issue guidalines for the purpode of removing

difficotdes. Various represamEtions have been receivad by the Beard for isswing guidclines for rmoving

cortain diffimittes. Tn evergize of power commined under sub-section (4) of sacion 19400 of the Act and

sub-saction (1-1) of saction 2000 of the Act, the Board, with the approval of the Cantral Goverament,

hereby ismies the following gukdclines.

4 Guldelnes

4,1.1 1t has been reprasanied that theve ae pricl‘.i-;al difficukies in implementibg the provisions of Tax

Daduction at Sowce {TDEr and Tox Colkectlon it Sounee (TCE) contimed o secion {94-0 md sub-

section (1H} of section 206C of the Act in case of catiam axchingas and eleirmg corperations. 1f bay been

sated thet somctime in these tansactions e is 0o o2 10 one conjrsct between the buyers and the
sllers,

412 Tnonder to remove such difficulties, it is provided hat e provisions of secton 19840, and sub-
section {TH) of section 208C, of Hee Act shall not be applcable in relation o

(i) transactienz m securities and comtnodilles which are traded through recognized stock exchanged o
clearcd gt setthed by the recognized clearing corporaton, meluding moocognized shock exdhanges or
recognized clearing corporation located W Intematdotnf Finaneinl Servies Centre;
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(i} ransactions i olectricity, rencwable energy cevtificates and encrgy zaving cortificates trmled thpcgh
power exchargees regtatered in accordance with Regulation 21 oftthe CERC; and

Fer this purpose.-~

(i) "recognized chearing corparation” shall have the meaning assigned 0 L m clause (i) ofthe Explomaion
I elguse (XIERY of ractian 10 of the Act

i} *recognized stock exchange® shall hive the meomiug aesigned fo [t in clause (i) of the Egdaration J
to sob-section (37 of seation 43 of e Act, and

(3t} “Intrmational Financial Services Centre® shall have the meaning assipred to #t in dlanze (y) of sxion
2 of the Speciul Feononlic Zones Ack, 2005,

41  Applicablliv on peyooest gubmway:

431  In c-commence fransactions, the payients are generally facilltated by paymert gateways. 1t i=
repizsenied that in these transactions, thene may be spplicability of section 19400 twice Le. ome on e-
MHin commeree operator who 1s fcliteting sefl of goods o provision of scrvices or both amd onee oo
pevment imteway who lse happet to qualify us e-comimerce opetator for facilitating service. To iflustrate
i buyer buya goods worth ope lakh rupees on c-commerce webgile “XYZ". He makes paymetu of one
Ekh rupees through digitel piatforn of “ARC”, Cn these facs Jiability #0 dedect brx onder section 194-0
may fhil an both *X ¥ 2™ gnd “ABC™,

4232 In voder to remeve this diffculiy, i is provided thar e payment gateway will not be required to
deduct tax under sectien 1940 of the Act an 3 transactfon, i the mx has been deducted by the e
COMMCTCE oparstor uhder sectiom 194-0 of the Ad, on the seme transactlon. Henoe, in the above
example, iKY 2" his deducted b under section 194-0 on enc bkh rupees, “ABC* will nor be required
i decuct v wder section 194-0 of the Act ol Wi Stk trusaction, To Facilitar: proper implenventatlon,
“ABC” may takoe an wwdeniaking firom XY Z reganding deductiom of tax,

4.3.1 It has been represemad that insuratios agents oF insIrGe GEgegatots N maty cases have o
Ervolveiment i ratsectioms bofween insurance company and e buyer for subsequent vears, Tt has been
represented thit i subsequent years, Lhe Jiability @ dednet tax may mrica on e insumence agentg or
mEufanes aggregatora eyen If the tansactions have becu complered directly with fhe Insuraics compamy.
This miy resull i hariship for the Insurmnc: agerte/agprasatars.

432 In order to temove dfflculty it is provided that i years subsaquent i the fiest year, if the
Insurance agent ot insyrance AggregAtr has no inwehrement [y tratsactions between Insurance compagy
and the buyer of meurance palicy, e would oot be Tiabie to deduct tor under section 194-00 nf e Act for
Hhese subsequent years, However, the imsurance company shall be required fo deduct tax on comnission
By, 1fmy,nw:lammelmumagentnr]mmwﬁriﬁrhummmmmm
relevemt proyizion of Lhe Acl

44 i thresh oncial

4.4t Kinca both section 194-00, and sub-section {1H) of seetion 206C, of the Act would come into
effect from 1% Octobre, 2020, it was requested to clanty how the various threshelds spacified undor these
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sectidng shull be eompured and whether the w@x is requited to be dadnetad callected in mapect of amounts
received before 17 Octobez, 2020,

442 it herhy clarlflsd thet -

() Since the threshold of five takh fupees for an individusl! Hindu imdivided famlly (being ¢
cofinerve participant who has Bomished hi= PAM/Aadhaar) 1s with mspect (0 the pravions yeor,
calcuiation of wmouny of saia or setvices ot beth for triggerleg deduction under section 194-0 of
the Aot shoall be counted from. 15t Aprll, 2020. Honee, if the gross smomi of sgla of setvices ar both
facilitated during the previous year 202024 (inchiding fhe period up 1o 30™ S 2020} in rekition
% akch an individhal! Hindu undivided family exceeds five jakh rupees, the provision of sectien
1940 shall 3pply ab amy s chedited or paid on ot after 1 Octoher, 2020,

(i} Bimee sub-rection (1) of sechion 206C of the Act appiics on recaipt of sale considermtion, the
provision of this sb-sectlon shall not apply on any sale consideration received before 1% October
2024, Conscquently it would apply on a1l sale wnsideration (including sdvance received for zals
recelved em er after 19 Qciober 2020 cven if the sale vas carried ot before 1% Crolnber 2000,

(ilf) Since the threshoid of fifty lakh mipess is wilh roepcct to the previous year, caleulstion of
roaciph of sale conslderation for triggaring TCS under sub-section (1H) of Section 2060 shali be
computed from [* Apdl 2020. Hencs, if 7 peraom being seller has already recetved titty lakch
Tupees o more up e 30" September 2020 fromm o buyer, By TOS wdar sub-soction (1H} of section
206C shall apply on all recedpt of sale consideratlon during the previous vear, on or after |°
Cretorber 2020, fronn such buyer.

4.5 A to sale icke:

431 rhe provisions of sub-section ({F) of section 2U6C of the Act apply 10 s3le of maotor vehicle of
the vahue seceeding ten lakh mupres. Suh-section (1H) of seclion 2060 of 1he Aot exchpds Som ils
applicability gooads covered under suh-section (1F). It huy boen requestad to chlfy that whether ali moter
vehicles are cxchuded ftom the applicabllity of sub-section [1H) of section 2060 of the Act.

432 It this reganl it may be nowd tan the scope of sub-sections (1H) ang (1F) are different. While
gub-section {1F) is based on single saie of motor vehicle, sbesection {1H) e for recaipl abowe S0 laich
ripes diming tho previous yoat agaicst aggrepate salc of good, While sub-section [1F} iz for zabe o
conaumer anly and 0ot b dealers, sub-section (1H) is for il sake sbove the treshold, Hence, in arder o
remove difficuhy it is clarified that -

(0} Becsiplof sale conskieration from a dealer mould be sublected to TCS under sub-section (1H)
of the Awt, if much s=les are nol subjected to TCS under sub-section ¢ 1) of section 20040 of the Act,

() In case of slc b eansumer, receipt of sal- congideration for sale of motor velick: of the vahe
of et lakh rupees o1 loss fo & buyer would be abjected to TCS onder sub-section (TH} af section
206 of the Act, If the recoipt of sale consideration for much vehicles during the Jrevions year
enceeds fifty lakh rupees duning the previows year,
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