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No TCS on overseas credit
card spendings up to Z7 lakh

MONIKA YADAY 0 drw Duitu

AFTER coming under critl
cism for levying 20% tax on
overseas credit card pryments,
the government on Friday an
nounced that any payments by
an individual using thelr in
ternational debit or credit
cards up to €7 lakh per annum
would be excluded from the
liberalised remittanoe schome
or LKS limits and will not at
tract any tax collection at
source (TCS)

“Concerns have been ralsed
about the applicabllity of TCS
to small transactions undey
LRS limits from July 1, 2023, To
avold any procedurnl ambigui
ty. It has been decided that uny
payments by an individual us.
ing their international debit or
credit cards up to T7 lukh per
Anancisl year will be excluded
from the LRS limits and henee,
will not sttraet any TCS," Fi.
nance ministry said in a
statemoent

Existing beneficial TCS treat-
ment for education and health
payments will also continue, it

relterated. Recently the Re
sorve Bank of Indix (RBI) had
introduced a new provision to
bring overseas credit card
spends under the LRS scheme
as per which the individuals
enn do remittances of up to &2 5
lakh per annum

Following this, the Minkstry
of Finance also issued a notifi
cation saying that such pay
ments would attract 20% TCS
which can be adjusted against
advance (ax payments or re
funded at the time of return
filing

Tax experts had ralsed con
cerns about the above changes
saying that would ¢roate com

plexities, especially for the mid
dle class Individuals. This
would also freeze thelr cash for
nearly a year.

In addition, tour operators
also criticised the centre's
move. Rajiv Mehra, Vice Pres|
dent of Indian Association of
Tour Operators (IATO) had
written 1o the Prime Minister
that the Increase in TCS from
5% 1o 20% from 01 July 2023,
will cause loss to the outbound
tour operators based
InIndin. “The travellers would
simply bypass the Indian oper
ntor and book outside Tt would
be o lose lose situation for both
the Government and the tour
operators. This needs to be
brought back 1o 5% as was be
fare or even lower”™
Mehra said

Under the LRS, therv s a lim
it of $250,000 that one can take
out of the country for expenses
OVrSies,

The government also levies
TCS at varying rates for differ
ent eategories of expenditures
under LRS. The rate varies
from 0 5% to 20%
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TCS hike in tour packages sparks concern among cos |
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he imminent fourfold
T increase in the Tax Col

lected at Soarce(TCS om
tour packages has triggered
widespread  appirehension
among Indian traved agencies
andd industry groups The TCS
rate, set torise from 5% 10 20'%
in July, will significantly bur-
den customers, despite its
refundabality at the end of the
fiseal vear.

Many domestic online toar
operatorsexpressconoernthat
thissteep hike will place then
atacompetitive dissdvantage.
Their international compeli
tors, who are exempt from
charging TCS Lo Indian cus-

tomers, could lure sway their
business. This potential shift
conld lead to Indian travediors
bypassing local companies
entiredy and turning tointerna
tional operatars for their holi
day bnokings.

Withtherecent clarification
ssied by the government
exempting forex purchases
usingdebit or cracdit cards up to

7 lakh from TCS, ifu traveller
wastobovatourpackage from
an international operator for
under Ulakh, then theywill be
exempl from paying the TCS,
Though Inchian tour operators
acceptingpaymentsfortoursin
rupee is not subject 1o TCS,
when they pey to theirintema-
tomal yendors abrowml forpro-
viding thut service, it happens
i aforeign currensey. And this,

companies entirely and turnipg to intermational operators,

tour operator hadies say will
put Incian companies at a
nfor dissdvantage,

“This move is likely 1o kill
purowrn travel and tourindus-
try. This could lead to unem-
ployentand the govermment

willlose oot on GST eollection.
Nothingstops a traveller now
from buving a tour package
unider €7 kakdh fronan interm-
tiomal operator who is not
charging that same TCS,” sud
Rajiv Mebra, president of the

Indian Association of Tour
Operators Indiantrvel agents
feelthey shoold nothe tasked
with collection of TCS as it
muke pricing expensive on
them compared toglobal traved
platforms as a resnlt ofwhich
they mav lose even move busi-
nessas they had been sinee thye
TOSof Mywasfirst introchced
alew vearsago,

Mohit Kabras, Group chief
financial officer of Nasdag-
Iisted MakeMy Trip said while
the government'sintent seems
twbeofvollecting TCSonlyon
large forex spends towards
overseastravel paidviaintema-
thond debit and eradit cands,
thereislotofumbiguity which
should besddnessedas the doe
notifieations are issued in com-
lugidays,
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TROUBLE FOR TRAVEL

Removal of 20% TCS on Overse:

t hundreds of jobs. cal for a level playing fieid for oc
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Using prepaid forex cards?
Still no clarity on 20% TCS

Yogesh Kablrdoss
W T RO OO

Chennal: At time whoen to
ur operntors are Gagging
the move 1o levy 20 % tax ool
lected sourve CTOCS) on over-
seas tour pacikages, ambigu
1ty prevalls over whet her fo-
el currency and prepses bd
forex ocards purchased 1
s Pall Noddpgedd mmo-
changoers (FEFMCO) and
forex deaders will also ot
tract thuee tax

Al present, forelign our
ronocy s poregas il forex

s uPp 1o KHa 7 lakh accoos
through thhoese RIN -
horisod facilities for nt
national travel is out of the
purview of TCS

Forolgn exchoange doen
lov= have raisad conoern
over the lack of clarity o
whether TOCS of 20% wounld
Do appliod under the HDbera
Hred remittance scheme
LURS) effoctive o July )
Bhaskar Roo P managing «)
roctor of Orient Exctasnge
and genoral secretary of All
Inction Money Changers aowd
Monoey Transfor Agonts As.
socintion, saxdl, no specific
clacrifNoeation has Hoen provi
dod for stmall value transac
tlions lesvolving forwlgn o
rency cash and prepald fo
rox oards

o U DEYWY MOrE On
- L
A Bonarisd Lrved Cardls

“"Forelign ocurrency amnd
Prepoid forex cards are wi-
dely usaed by Individuals trn
velling abrosd M Iisure
rips and oemploymnent ir
this s brought undor the s
DIt of TOCS, thon travellers
will end up oy i more on
availing ntorsuasti :
rencies and tourist
cards, particulariy affect ing
the lower m iddie classes and
those travelling for oversons
senploy et =

A tax expert told TOIR
that TOCS would apply to fo-
reign exochange oards as
1, and the banking regu
14 i HHKely 1o issue a not )
Noation clarifying this

An ostimatadd 5000 o
TO00 FIFMCs oporate in In
A, faoilitating Mmooy ox-
change of over S0 bDilllon
VTV Yeaar
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Rajiv Moehoa, presidoent
of Indian Association of
Tour Operators (LATO) sa
M levying 20% T'CS offeotd
v Mo July 1 will adverse
Iy affect Indian companies
“Higheor TCS will trignor
people 1o DOk overscas 1o
ur packages through inter-
national agencies online 1o
Keep the tax at bay This will
ot iy hit the Indian tour

1o the gover
the latter will not got
GST and existing 5% TCS
O OVersess Lour pacilonsges
since all the transactions
will happen in the foreign
destinations. ™ he saild. This
will have 3 Dosring on omgs-
lovment in the tourism soo
tor. he added

MakeMyTrip sroup
CFO Mohit Kabra said the
w T-lakh oo pt bon should
be extended for tour pacion
e mlso, This is the ssesesd of
the hour sinoe It would e
nefit the first-time travel
lors, who gonerally prafeor a
destination in southoeast
Axin and the overall valus
of the tour package will be
Jess.” he said. During the
pro-Covid yoar of 2009, noear
Iy 2 7 orore Indians travellod
Ooverseas for outbhowsad Toss-
rism, Unjon tourismm mint
sty s dats showewd




