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Equalization Levy – An overview

• The tax challenges associated with the digitalization of the economy were one of the main focus areas for 
the OECD Base Erosion and Profit Shifting Project, leading to the 2015 BEPS Action Plan 1 report. The 
report addresses the tax challenges facing the digital economy.  

• The report evaluated certain options (but not recommended) including unilateral levy in the form 
Equalization Levy (‘EL’).

• India was the first country to introduce EL in 2016. It was introduced as a separate legislation not being 
part of the existing Income Tax Act, 1961.

• Other countries have also followed suit with similar taxes and decided to move ahead with unilateral 
measures to tax the digital economy.

• The OECD has also been simultaneously hosting negotiations with more than 130 countries that aim to 
adapt the international tax system. The current proposal would require multinational businesses to pay 
some income tax where their consumers or users are located. According to the OECD, an agreement is 
expected in 2020.

• As the outcome of these multilateral negotiations is pending and to protect its tax base, India has 
decided to expand the scope of EL to cover e-commerce supply or services by a non resident e-
commerce operator.
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New Equalization Levy

Key Features
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New Equalization Levy – Applicability

‘E-commerce operator’ a non-resident who owns, operates, or manages digital or electronic 
facility or platform for online sale of goods or provision of services or both.

‘E-commerce supply or services’

Online sale of goods owned by e-commerce operators

Online provision of services provided by e-commerce operators

Online sale of goods or provision of services or both, facilitated by e-commerce operators

Any combination of the above mentioned activities
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New Equalization Levy

E-commerce supply or services rendered to:

• A person resident in India

• A non- resident in specified circumstances

• A person who buys goods or  services using an IP address located in India

Rate of Levy

• 2 percent imposed on consideration received or receivable by e-commerce operators from e-
commerce supply or services

Effective date

• 1 April 2020

Exclusions

• Non-resident e-commerce operators who have permanent establishments in India and e-
commerce supply or services are effectively connected to those establishments 

• Cases where EL is leviable on online advertisement and related activities

• Cases where sales, turnover or gross receipts of the non-resident e-commerce operators from 
online sale or services, are less than INR 20 million during the financial year
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Payment and compliance timelines

Non-resident e-commerce operators need to pay EL quarterly within the following due 
dates:

Exemption from normal provisions of Income Tax Act, 1961

Income tax provisions would not be applicable on income arising from e-commerce supply  or 
services on or after the effective date (currently the exemption is applicable from 1 April 2021)

Quarter closing date Due Date

30  June 7 July 

30  September 7 October 

31  December 7 January 

31  March 31  March 
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