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Digital economy impact 
checklist 
Update on indirect tax developments in India

This indirect tax digital economy checklist provides you with an update on a recent country 
development; kindly review to see how your organization may be impacted. In case of any 
queries, please contact your local KPMG advisor.

Please click any heading title from the list below to navigate to this section:

 — Summary

 — Obligations imposed on remote sellers

 — Types of supplies affected

 — Determining the status of the customer

 — Possibilities to provide input to the government

Summary
Jurisdiction affected: India.

Summary of the change:

The following are taxable under Indian GST law: 

 — Online information and database access or retrieval services (OIDAR services)

 — Specified services provided through an e-commerce platform: 

— Transportation of passengers  by a radio taxi, motorcab, maxicab or a motor 
cycle through an app based taxi service.

— Accommodation in hotels or other places meant for residential or lodging 
purpose where the supplier of such service is not liable for registration under 
GST (online travel agency (OTA) services).

Current status of the change: Enacting of legislation.

When does the proposed change 
commence?

 — OIDAR services — originally introduced under service tax with effect from  
1 December 2016. Similar provisions carried forward to GST with effect from  
1 July 2017

 — App based taxi services — originally taxed under service tax with effect from  
1 March 2015 as ‘aggregator services’. Similar provisions carried forward to GST 
with effect from 1 July 2017

 — OTA services — 1 July  2017.
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Obligations imposed on remote sellers
Does a VAT registration potentially 
trigger consequences for corporate 
income tax purposes (e.g., does it 
deem a permanent establishment 
(PE))?

No.

Will remote sellers and/or platforms 
need to register?

Yes. Nonresident vendors selling B2C OIDAR services and e-commerce platforms 
for app based taxi service/OTA service providers will be required to register for 
and charge GST. In the case of B2C OIDAR services, if the sales are made via an 
intermediary (such as an online market place), the intermediary will be liable to 
comply with the GST rules.

Is there a (simplified) registration 
procedure, and is it open to  
non-established entities?

Yes. The nonresident may appoint a domestic person as its fiscal representative 
to comply with the GST obligations. While single registration can be taken for 
B2C OIDAR services, OTAs and app based taxi providers may have to obtain 
multiple registrations depending upon the specific place of supply rules.

What is the registration threshold for 
foreign suppliers?

No. 

Is it the same as local suppliers?

No threshold.

Who pays the VAT/GST — supplier/
platform/split payment/withholding/
reverse charge/other approach?

Suppliers of B2C OIDAR services will be required to charge GST for sales made 
to customers established in India. If the sales are made via an intermediary 
(such as an online market place), the intermediary will be liable to comply with 
the GST rules. In case of B2B OIDAR services, the recipients will be required to 
pay tax under a reverse charge mechanism.

In case of OTA services and app based taxi services, the e-commerce platform 
has to register and pay GST for supplies made through it.

Is the liability for accounting for the 
VAT/GST limited to just the supplier, 
or may other parties potentially be 
liable (e.g., joint liability)?

Other parties potentially liable.

In the case of B2C OIDAR services, if the sales are made via an intermediary (such as 
an online market place), the intermediary will be liable to comply with the GST rules.

In the case of OTA services and app based taxi services, the e-commerce platform 
has to register and pay GST for supplies made through it.

How often must VAT/GST returns  
be filed?

Once a month for each registration.

Are tax invoices required to be 
issued?

Yes.

Types of supplies affected

Goods, services or both? Services.

Is there a low value threshold  
(for goods)?

No.

Are businesses required to advertise 
or state prices inclusive of VAT/GST?

No requirement under the law.

Are any of those supplies potentially 
subject to a reduced rate or zero rated 
or exempted?

Yes. Specific reduced rates/exemptions applicable to passenger transport 
services and hotel services can apply to app based taxi operators and OTA 
services.

Must VAT be mentioned separately on 
the invoice?

Yes.
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Determining the status of the customer
What types of customers are 
classified as B2B?

With respect to OIDAR services, customers other than nontaxable online 
recipients will be classified as B2B.  

A nontaxable online recipient is defined to mean Government, local authority, 
governmental authority, an individual or any other person not registered and 
receiving OIDAR services in relation to any purpose other than commerce, 
industry or any other business or profession.   

What requirements are there for 
determining if the customer is 
located in that country? What proof is 
needed?

A person receiving OIDAR services shall be deemed to be located in India if any of 
the following two conditions are satisfied:

— the address of the recipient of services through the internet is located in India

— the credit card, debit card, store value card, charge card, smart card or 
any other card by which the recipient of services settles payment has been 
issued in India

 — the billing address of the recipient of services is in India

 — the internet protocol address of the device used by the recipient of services is in 
India

 — the bank of the recipient of services in which the account used for payment is 
maintained is in India

 — the country code of the subscriber identity module card used by the recipient of 
services is of India

 — the location of the fixed land line through which the service is received by the 
recipient is in India.

Possibilities to provide input to the government
Is there a process in place to share 
comments/practical problems with 
the respective legislative body or 
government or other groups?

Yes. Representation can be made by individual companies or through industry 
associations to share practical challenges and provide recommendations.
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Who to contact

For more information on recent digital economy developments, please visit: www.kpmg.com/indirecttaxdigitaleconomy or a 
member of KPMG’s Digital Economy sector network:

For more information and detailed advice on the change and on digital sector tax/indirect tax advice, please contact:  
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