Norequirementto collect TGS froma Unit of IFSC:

KPMG Notification

As per the Income-tax Act, 1961! (the Act), a seller of goods is
required to collect the tax (TCS) from the buyer at the time of
Tax FI a s h receipt of consideration for the sale of goods.
In this regard, ‘buyer’ and ‘seller’ have been defined in the Act.
The Central Government may, by notification, exclude a person
N ews from the definition of the buyer and the seller.
A recent notification? has excluded a Unit of International
Finance Services Centre (IFSC unit)? from the definition of

buyer and exempted the requirement to collect TCS from such
unit for goods sold by a seller.

Conditions

Buyer needs to submit a verified statement-cum-declaration in
prescribed form# to the seller, detailing the ten consecutive
years for which tax holiday® has been opted by the IFSC unit.

Seller needs to report the payments exempt from TCS in the tax
collection statement.®

1. Section 206C(1H)

8 January 2025 2. Notification no. 6/2025 dated 6 January 2025

3. As defined under the Special Economic Zones Act, 2005
4. Form 1A

KPMG. Make the Difference. 5. Section 80LA(1A) and (2)
6. Referred to in section 206C(3) read with rule 31AA of the Income-tax Rules, 1962
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Exemption Period

No requirement to collect TCS on payment received
from such buyer after receiving the declaration.

Applies only for ten consecutive years as declared by
the buyer.

Effective Date

The notification is effective from 1 January 2025.

Our comments A

This notification is a positive development because
an IFSC unit claiming the tax holiday might not have
a tax liability to offset the TCS as a credit.
Consequently, this notification eliminates the
inconvenience of having to claim a refund for the
TCS.
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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 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.
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