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In brief 
Indian government has issued the much-awaited circular for individuals who were on visit to India and 
stranded due to COVID-19 travel restrictions.  

After referring applicability of treaty provisions, OECD commentary and some of the other countries' 
position in dealing with similar situation, Indian government concluded that in majority cases these 
individuals will not trigger double taxation or get the relief from double taxation under the relevant treaty.  

However, if any individual is still getting doubly taxed in India, he/she can submit online his/her case in 
the prescribed form for consideration and resolution. 

   

In detail 
In the financial year (FY) 2019-20, a circular was issued by the Indian government to give relief to 
individuals who came into India before 22 March 2020 but could not leave India before 31 March 2020. 
The circular provided that in such cases, for the purpose of determining their India tax residency for FY 
2019-20, the number of days in India from 22 March to 31 March 2020 (or until such date before 31 
March 2020 when they got evacuated) were to be excluded. For those who got quarantined on or after 1 
March 2020, such exclusion was applicable from 1 March 2020 or from the date when they got 
quarantined in India to 31 March 2020, or until the date of evacuation in case they got evacuated before 
31 March 2020.  

It was expected that another circular on similar lines would be issued for the FY 2020-21 also to exclude 
the number of days for such individuals who continued on forced stay in India after 31 March 2020 to 
give some relief so that they do not become tax resident of India and trigger tax liability only due to their 
prolonged stay.    
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The new circular has now been issued, but along different lines. Authorities have examined the issue in greater detail and 
evaluated different situations arising in the case of individuals stranded in India during the pandemic. The various aspects 
deliberated upon in the circular include the possibility of double taxation, applicability of relevant treaty and availability of 
relief from double taxation, OECD commentary and how some of the other countries have dealt with this issue in similar 
situations.  

The circular also makes mention of possible double non-taxation in case of individuals stranded in India which could arise, 
if by excluding the number of days in India, such individuals attain non-resident status in India. This could give rise to a 
situation where the individuals do not pay tax in India on such income and, at the same time, due to limited or no 
presence in their home country, they do not pay tax on such income in their home country, thereby not paying tax in either 
country.   

Considering these situations, the Indian tax authorities have concluded in the circular that in most of these situations it is 
unlikely that the individuals will face double taxation. Even if they are taxed doubly, they should be able to get relief from 
double taxation by application of the relevant treaty.  

Therefore, unlike the earlier circular issued for FY 2019-20, in the new circular issued for FY 2020-21, exclusion of days 
due to forced stay in India has not been notified. However, the circular has mentioned that where there is a situation 
where, even after considering the relevant treaty, individuals are getting doubly taxed due to forced stay in India, they may 
submit factual details of their situation in the form of an application before the authorities. Such application has to be made 
in the requisite Form NR (also notified vide the new circular) by 31 March 2021 for authorities to examine such cases on 
individual basis. Upon examination of such cases, authorities will consider whether there is a need to provide relaxation 
and, if so, whether it should be for a class of individuals or only for specific cases. Such an application is to be made 
online to the Principal Commissioner of Income Tax, International Taxation.  
 

The takeaway 

Individuals who have been stranded in India due to COVID-19 situation in FY 20-21, are advised to analyse their situation 
and promptly apply in case of double taxation as the window for making the application is available just for a few day from 
now until 31 March 2021.  

Companies who have their employees in similar situations may need to examine these situations in greater detail.   
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