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Fund structuresEffective tax rate (ETR) optimization and cash repatriation options

Creation of 
intangibles

Group 
restructuring 

• Business acquisition vs. share acquisition to enable step-up of intangibles

• Consolidate similar business entities to align profits with allowable deductions/ adjustment with losses
• Rationalize cross holdings and eliminate non-essential entities to reduce leakages 

Capital structure 
optimization

• Appropriate mix of equity and debt
• Convertible instruments (such as compulsorily convertible/ non-convertible debentures) to optimize interest 

deduction, reduce equity dilution and manage timing of tax
• Bring in cheaper off-shore debt in operating Indian entities – also claim reduced tax treaty rate

Holding 
jurisdictions

• Creating holding entity or tax favorable jurisdiction subject to beneficial ownership, substance, PPT (Tiger 
Global ruling conditions)

• Participation exemptions and aligns with future group objectives 
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Brief facts and background 

WHT – Withholding Tax          

AAR – Authority for Advance Ruling

Background

 Transaction undertaken as a part of acquisition of Flipkart 

by Walmart Inc., USA

 Tiger Global Mauritius sold entire shareholding in Flipkart 

Private Limited, Singapore to Fit Holdings, Luxembourg

 Transfer of shares resulted in indirect transfer of shares 

of Flipkart India to Fit Holdings, Luxembourg 

 Tiger Global sought a Nil WHT certificate from Indian tax 

authorities, which was rejected 

 Tiger Global sought a ruling from the AAR on taxability of 

share transfer.
Flipkart India

TG Parent 2 
(Mauritius)

TG Mauritius 
Funds (Taxpayer)

TG Parent 1 
(Mauritius)

TG Holding Co. 
(Cayman)

Flipkart Singapore

TGM LLC (USA)
Fit Holdings S.A.R.L

(Luxembourg)

Provision of 
Investment 
Advisory Services

Sale of shares 
after 1 April 
2017

Deriving substantial value

>250+ investors from 30+ jurisdictions 

Purchase of shares 
before 1 April 2017

Source: Structure chart depicted in the Delhi HC ruling
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Tiger Global – Key takeaways

Tax Residency 
Certificate

GAAR 
Grandfathering

• Eligibility condition, not sufficient evidence of residency
• Not binding, unless tax authority inquires and forms its own independent conclusion

• Arrangements, even if entered prior to 1 April 2017, are subject to General Anti Avoidance Rules (GAAR) if 
tax benefit from such arrangement is obtained after 1 April 2017 

• Old tax circulars and tax rulings superseded after introduction of GAAR 

Treaty benefit on 
Indirect transfer • Whether treaty protection available? 

Tax Sovereignty • Inherent sovereign right to tax income arising in its own country
• Treaty interpretations should evolve, instead of being based on outdated objectives  

Tiger Global – Key takeaways
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Deals – Past deals + Current portfolio impact

Exits prior to 2019

1. Limitation period expired for tax audits (scrutiny)

2. Exits unlikely to be challenged from GAAR perspective

Transactions post 2019 till now

1. If picked up for tax scrutiny - expect increased questions on 
commercial rationale + substance

2. As a buyer, looking for withholding tax indemnities obtained

3. Audit provisioning / insurance / holdback / escrow

Transactions where Tax Treaty benefits have been considered would need to be evaluated from an indemnity / insurance 
coverage standpoint 

Current portfolio 
1. Increased focus on ongoing substance (based on team 

location, nature of expenses etc.)

2. Obtaining tax insurance for protection against exposures

3. Evaluate payment of tax vs. claiming Tax Treaty exemption

Deals – Past deals + Current portfolio impact
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Deals – Past deals + Current portfolio impactKey imperatives to be evaluated

Transactions where Tax Treaty benefits have been claimed / proposed to be claimed1

Indirect transfers – Treaty coverage, indemnity, insurance2

Tax litigation – Check and assessment preparedness  3

Accounting impact – Tax provisioning / amount holdback as reserves4

New fund set-ups / fund raise5
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India’s Financial Services Centre

A dedicated Special Economic Zone and International Financial Services Hub with light touch regulatory framework

IFSC – International Financial Services Centre;       GIFT  - Gujarat International Finance Tec-City;        MAT – Minimum Alternate Tax;       GST – Goods and Services Tax;         VAT – Value Added Tax             *excluding surcharge and cess

* ETR – 16.38%  # ETR - 9.83%                          ** Source: IFSCA Bulletin as of December 2025

Treated as a ‘foreign jurisdiction’ for Indian Foreign Exchange laws

20-year income tax holiday and 15%* tax for non-tax holiday period

Concessional MAT at 9%# of book profits – Possible to reduce to Nil in certain cases

Tax exemption on interest on debt paid by IFSC units to non-residents 

Capital gains tax exemption on transfer of specified transactions

No GST/VAT on export of services; Exemption from stamp duty, custom duty, etc.GIFT City, Gujarat 1000+ units** 
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IFSC: Trending Segments

General Anti Abuse Rule and Specific Anti Abuse Rule to be considered

• Undertake ‘specified treasury 
activities’ for the group, inter-
alia:

o Holding company

o Cash pooling, liquidity 
management

o Financing activity such as 
borrowings, inter-
company loans / 
deposits, etc.

Global Corporate 
Treasury Centre 
Legal Form: Branch / Company 
Minimum people: ‘5’ in IFSC
Minimum funds: EUR 0.18 Mn.

• Minimum capital (EUR 1.3 
mn.) for branch setup can be 
maintained at head office 
level

• Treated at par with Foreign 
Reinsurers Branches, 
provided 100% of retained 
premiums is invested in India. 

IFSC Insurance Office  
Legal Form: Branch / Company 
Service Recipient: 
a) Cedants in IFSC, 
b) Insurers in DTA • Min. Capital (EUR 17.2 Mn.) 

can be maintained at HO level

• Relaxation from  Cash 
Reserve Ratio / Statutory 
Liquidity Ratio norms

• Opportunities for 
representative offices to 
upgrade

• Access to Indian securities 
market as Foreign portfolio 
investor

IFSC Banking Unit

Legal Form: Branch/ Company
Service Recipient: 
Non-Resident  & Residents 

TechFin

Bookkeeping 
Accounting Taxation 
and Financial Crime 

Legal Form: Company / 
Limited Liability Partnership (LLP)
Recipients: Non-Residents

Legal Form: Company / Limited 
Liability Partnership (LLP)
Recipients: Non-Residents
• Centre of Excellence for 

specific services

TechFin Services

• Technical solutions or services 
which directly or indirectly aid 
specified financial services

DTA– Domestic Tariff Area, Cedants in India will interact with IFSC Insurance Office depending upon the ‘order of preference’ ; 
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• No withholding tax on interest paid to overseas group companies
• Loan from Treasury Centre in IFSC to overseas companies, outside the purview of the Indian Foreign Exchange Regulations
• No thin capitalisation attracted on loans taken by Treasury Centre in IFSC
• Deemed dividend, Transfer Pricing implications, foreign tax credit aspects to be analysed

*In compliance with the Indian Foreign Exchange Management (Overseas Investment) Regulations, 2022. Hybrid instruments such as Compulsorily Convertible Preference shares or debentures (CCPS, CCDs), etc. can also be infused
# Hybrid ownership of Indian entity and overseas entity is also possible
The proposed structures to be compliant with the Indian Foreign Exchange Regulations

Cash pooling  – Short term funding

India entity

Treasury Centre in 
IFSC

Overseas group 
Company 1

Overseas group 
Company 2

India

IFSC

Outside India

Equity + debt*

Pooling of funds

Group treasury activities
• Cash pooling 
• Liquidity management

Lending/financing – Long term funding / Holding Company

Treasury Centre in 
IFSC

Overseas group 
Company (ies)

IFSC

Outside India

Group treasury activities
• Lending/financing 
• Holding entity

Loan 

Overseas entity

Equity + debt#

ILLUSTRATIVE

Indian entities

Setting up a Treasury Centre in GIFT City
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India’s manufacturing sector has entered a decisive phase of structural transformation, driven by sustained policy support, 
rising industrial capacity, and a rapid shift toward higher-value, technology-intensive production. 

Manufacturing GVA 
expanded by 7.72% 
in Q1 and 9.13% in 
Q2 of FY 2025–26

EUR 860.4 Bn.
Manufacturing 

sector poised to 
grow in FY26

7.8%
Rise in Industrial 

output in December 
2025

High-tech sectors 
contribute 46.3% of 

manufacturing value 
added

National 
manufacturing 

mission seeks to lift 
manufacturing’s GDP 
share to 25% by 2035.

Electronics –
India’s Fastest-
Scaling Sector Pharmaceuticals 

• Production up 6X in a 
decade; exports up 
8X.

• Mobile manufacturing 
expanded from 2 
units to 300, exports 
up 127X.

• Supplies 50% of 
global vaccines & 
40% of U.S. generics.

• PLI-backed expansion 
across 55 high-value 
pharma projects, 
driving exports past 
EUR 18.9 Bn.

Automobiles

Textiles
• Automotive sector 

contributes 7.1% of 
GDP and 49% of 
manufacturing GDP.

• FY25 production: 31 
million vehicles, 
making India the 
4th-largest global 
producer.

• Contributes 2.3% to 
GDP, 13% to 
industrial output, 12% 
to exports.

• Seven PM-MITRA 
textile parks targeting 
EUR 7.8 Bn. 
investment & 2 
million jobs.

Core Industrial 
Inputs — Decadal 

Strengthening High tech 
Manufacturing

• Cement: 270 MT → 
453 MT

• Finished Steel: 81.86 
MT → 146.69 MT

• Coal: 609 MT → 1,047 
MT

• Semiconductor
•  Precision Engineering 

& Advanced Materials
• Aerospace & Defence 

Manufacturing
• Electrolyzers
• Renewable sector
•  Robotics, Automation 

& Additive 
Manufacturing

Core Manufacturing sector

India’s Manufacturing Momentum: Performance and Policy; PIB 19 September 2025
Union Budget FY 2026-27: Manufacturing Sector Driving India’s Next Growth Phase; PIB 12 Feb 2026 

India’s Manufacturing performance

MT – Metric Tonne
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Various incentives are available for investments linked to “Make In India”. India has been promoting manufacturing in the electronics 
space with incentives potentially to the tune of more than 100 % of the investment made – way improved ROI and better bottom line. 

Snapshot is provided below:

Incentives 
under 

manufacturing 
space in India

Central 
Government  
incentives

State 
Government 
incentives

• Incentives under India Semiconductor Mission (ISM), Electronic Component 
Manufacturing Scheme (ECMS), National critical mineral mission (NCMM) 
help in potential recoupment of 25-50 per cent of the project cost.

• State Government provides incentives under state industrial 
policies, sectoral policies for manufacturing and R&D operations

• Schemes/mechanism to optimize duty costs on import of capital goods/inputs and 
GST cost with respect to the construction of building

25-50%

10-70%

5-15%

Overview of incentives on Manufacturing in India
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Electronics System 
Manufacturing & Semiconductors01

Critical Minerals

Battery Storage 03

Electric Vehicle 04

Green Hydrogen 05

Solar/ Wind 06

Steel 07

Nuclear 08

02

Emerging sectors 
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India Semiconductor 
Mission (ISM)

Electronic Components 
Manufacturing Scheme

Research Development 
and Innovation (RDI) 
Scheme

• Coverage: Semiconductors and 
display manufacturing, OSAT, 
Design

• ISM 1.0 
• Scheme Outlay: INR 760 Bn 

(~EUR 8.3 Bn.)
• Current Status: Application 

Window closed under ISM 
1.0

• ISM 2.0: Second phase of the 
Scheme is expected in next 2–3 
months

• Scheme Outlay: INR 229.19 Bn 
(~EUR 2.5 Bn.)

• Coverage: Sub-assemblies, Bare 
Components, Supply Chain 
Ecosystem & Capital Equipment, 
Sub- assembly- Telecom 

• Current Status: Application Window 
closed for Target Segment A, B, C 
and E. For Target Segment D, 
Application Window open till 30 April 
2027

• Budget 2026-27 – Outlay increased to 
INR 400 Bn. (EUR 4.3 Bn.)

• Scheme Outlay: INR 1 Tn (~EUR 11 
Bn.)

• Coverage: Strategic or critical 
technologies (Energy Security, 
Artificial Intelligence, Biotechnology, 
Biomanufacturing etc)

• Current Status: Technology 
Development Board (TBD), BIRAC 
has invited application from the 
prospective applicant's

Central Incentives Schemes
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Fiscal incentives can be broadly categorized
under the following 

• Industrial policy 

• Sector specific policy 

State Policy

• Sector
• Investment size 
• Employment generation
• Operations 

(Manufacturing/
Service) 

• Project location
• Contribution to state such 

as SGST contribution 

Consideration

• Availability of land parcel

• Power Supply at door-
step 

• Water at door-step 

• Single Window Facilitation 
for licenses and approval 

• Infrastructural support 
(Access and Service 
roads)

Non-fiscal Incentive

Turnover Linked 

• GST Subsidy
• Turnover Subsidy

• Cash Subsidy • Cash subsidy 
• Exemption such 

as electricity duty, 
stamp duty etc. 

Capital Linked Expenditure 
Linked

Standard 
Incentive

Customized 
Incentive

State Incentive- Overview 



Other Indirect 
Tax Benefits
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• Duty free import of capital 
goods

• Export obligation (in value 
terms) to the extent of 6 times 
of duty saved

• License valid for 24 months

Export Promotion Capital 
Goods (EPCG)

• Duty deferment on inputs 
including capital goods 

• No Export Obligation / Net 
Foreign Earning (NFE) criteria

• One time license (no renewal)

Bonded Warehouse 
(MOOWR) 

• Duty free import of goods 
including capital goods

• Positive Net foreign exchange 
• Valid for 5 years

Export Oriented Unit
(EOU)

• Duty free import of raw material
• Export obligation (in value and 

quantity terms) 
• Valid for 12 months

Advance Authorisation
(AA)

• Duty free import / domestic 
procurement of capital goods, 
raw material and services

• Unit to set up in SEZ 
designated area

• Positive Net foreign exchange
• Valid for 5 years

Special Economic Zone
(SEZ)

• It provides Nil or concessional 
duty rate on import of goods from 
countries with which India has 
signed FTA

• Key FTA’s entered by India: 
UK, EU,  Korea, Japan, ASEAN, 
SAFTA, Singapore, UAE, 
Australia

• Key FTA under discussion: 
US, Canada, New Zealand

Foreign Trade Agreement 
(FTA)

• Export-linked incentives
• Duty Drawback reimburses 

customs duties on imported 
inputs

• RoDTEP intend to compensate 
duties/taxes/levies at the 
Central, State and Local level 
borne on the exported product

Duty Drawback, RoDTEP

• AEO enhances supply chain 
security such as simplified 
customs procedures and priority 
treatment at borders

• AEO also provides duty 
deferment benefits upto 30 days 
on imports

• ‘Eligible Manufacturer Importer’ 
also provides Custom duty 
deferment upto 30 days

AEO and Duty Deferment 
Scheme

Indirect Tax Trade Scheme



India –EU FTA 
Overview 



22

Document Classification: KPMG Public© 2026 KPMG Tax, Legal & Accountancy, a Belgian BV/SRL and member firm of the global KPMG organization of independent firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

EUR 202 Bn1

Total Merchandise 
Trade

Strategic drivers shaping the India–EU partnership1

• Strategic economic corridor linking the world’s 4th and 2nd largest economies

• Combined market size of EUR 22.1 trillion, covering nearly 2 billion consumers

• Zero-duty entry (immediate or phased) for key labor-intensive manufacturing 
sectors

• Deep services integration with commitments across ~144 services subsectors, 
including enhanced mobility for Indian professionals and a framework for future 
Social Security Agreements

9th 
Largest

India’s position in EU’s 

imports in 2024

Others
23%

Pharmaceutical
2%

Iron and steel
3%

Motor vehicles
3%

Chemicals
7%

Pearls, precious 
stones & metals

4%
Plastics

5%

Medical 
instruments

7%

Aircraft, 
spacecraft

13%

Machinery 
(including 
electrical)

33%

TOP 10 EU EXPORTS TO INDIA 3

Key commodities exported from India2

Engineering goods

Leather/Footwear

Plastic/RubberChemicals

Textiles and apparels

Gems and Jewellery

EUR 126 Bn.

1. India–EU Free Trade Agreement Concluded: A Strategic Breakthrough in India’s Global Trade 
Engagement , PIB,27 January 2026

2. Frequently Asked Questions India And European Union Free Trade Agreement, PIB , 29 January 2026
3. Factsheet on Key Benefits_EU-India FTA_Trade and Economic Security

Total Services 
Trade

EUR 76 Bn.

INDIA – EU trade landscape
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1. Factsheet – EU–India Free Trade Agreement: Main Benefits, European Commission (Trade and Economic Security), January 2026.
2. India–EU Free Trade Agreement Concluded: A Strategic Breakthrough in India’s Global Trade Engagement , PIB,27 January 2026.

INDIA  EU FTA 
• A  forward looking, ‘rules-based’ trade partnership designed to provide a stable and predictable environment for exporters

• Enables Indian Businesses to integrate into European value chains while supporting India’s Viksit Bharat @2047 growth ambition

Export opportunities for 
India1

• Preferential access across 97% 
of EU tariff lines, covering 
99.5% of India’s export value

• Zero-duty access on 70.4% of 
tariff lines (covering 90.7% of 
exports)

• Benefit to labor-intensive 
sectors such as textiles, leather, 
footwear, marine products, and 
gems & jewellery

• Tariff elimination on an 
additional 20.3% of tariff lines 
over 3–5 years, enabling gradual 
diversification and smoother 
adjustment for exporters

Import opportunities for 
India1

• Calibrated market opening for EU 
exports, with tariff concessions 
on 92.1% of tariff lines covering 
97.5% of EU export value, 
balancing openness with 
domestic safeguards

• Phased duty elimination over 5 
to 10 years, enabling orderly 
integration of EU products while 
protecting sensitive domestic 
sectors

• Access to advanced EU high-
technology goods, supporting 
diversification of import sources 
and strengthening India’s 
manufacturing and industrial base

• Services identified as a dominant and faster-
growing component of both economies

• EU commitments across 144 services sub-
sectors, including IT/ ITeS, professional, 
education and business services

• India commitments across 102 services sub-
sectors, including financial, telecom, maritime 
and environmental services

• Assured framework for temporary entry and 
stay of professionals, including business 
visitors, ICTs, contractual service suppliers and 
independent professionals

Driving growth through services trade2

INDIA - EU  FTA–  Opportunities for India



India –EU FTA 
Sectoral Analysis
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1. Factsheet on Key Benefits_EU-India FTA_Trade and Economic Security, European commission, 27 January 2026
2. Frequently Asked Questions India And European Union Free Trade Agreement, PIB , 29 January 2026

Rules of Origin (ROO)2

Tariffs reduced to NIL
EU’s commitment2 

Marine 
products
(~26.0%)

Furniture, home 
decor & crafts 

(~0.5%)

Plastic/rubber  
(~6.5%)

Gems and 
Jewellery
(~4.0%)

Sports goods/Toys
(~4.7%)

Leather/footwear
(~17.0%)

Chemicals
(~12.8%)

Textiles/clothing
(~12.0%)

Railway/Aircraft/
Ships

(~ 7.7%)

Base metals
(~10.5%)

Aerospace

~11%   

Medical 
Instruments

~27.5% 

Automotive

~110% 10%*
*Under quota

Mechanical 
machinery

0% for 90% of 
the products
 

~44% 0% for almost 
all products 

0% for almost 
all products 

Pharma.

~11%   

Plastics

~16.5% 
 

Chemicals

~22%

Iron and steel

~22% 0% for almost 
all products 

Change in Tariff Classification 

Value Addition (VA) Thresholds

Specific Processing Rule

India’s      commitment 2

Tariffs reduced to NIL

0% for almost 
all products 

• Origin granted if inputs change 
classification at Chapter, Heading 
(CTH – 4-digit), or Sub-heading (CTSH 
– 6-digit) level

• Requires completion of a defined 
manufacturing process (e.g. melt & 
pour, chemical reaction, 
weaving/knitting).

• Requires minimum Domestic Value 
Addition, expressed as maximum 
Non-Originating Material (max NOM) 
or minimum Qualifying Value Content 
(min QVC).

0% for almost 
all products 

0% for almost 
all products 

Origin as a pre-condition
• Preferential tariffs unlocked if Rules of 

Origin are met 

• Limiting benefits to goods substantially 
manufactured/ processed in India/ EU

India – EU FTA Sectoral Analysis



India –EU FTA 
Call For Action
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Strengthen 
compliance 
and origin 

management 

Leverage tariff 
advantage 

strategically

Invest in 
supply chain 

resilience

Monitor 
evolving 

trade 
negotiations 

Embrace 
scenario 

based 
planning

Call to Action
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India APA programme - enabling certainty in a dynamic global environment 

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26
Multilateral 1
Bilateral 0 1 2 8 9 11 7 13 13 32 39 64 84
Unilateral 5 3 53 80 58 41 50 18 49 63 86 109 135
Filed 134 214 199 137 105 173 171 126 133 74 193 188 215

134

214
199

137

105

173
171

126
133

74

193
188

215

0

50

100

150

200

250

5 4

55
88

67
52 57

31
62

95
125

174

219
APA trends

Key highlights

• Maximum number of APAs relate to ITeS / software development

• Highest ever UAPAs and BAPAs in a single year since India’s APA programme inception in 2012

• Preference of BAPA is increasing owing to the benefit of double taxation avoidance

• Till date, 70 UAPAs have been signed and 2 BAPAs filed for Belgium

APA – Advance Pricing Agreement            UAPA – Unilateral Advance Pricing Agreement           BAPA – Bilateral Advance Pricing Agreement
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New safe harbour introduced  for IT services and data center services

As per the Income Tax Rules, 2026

IT services Cost plus 15.5 per cent 
Up to EUR 178.74 Mn.

System driven automated framework for approval

Block of five years

Data center services  |  Cost plus 15 per cent

Excellent opportunity for GCCs and cost plus divisions to obtain certainty

Driving ease of compliances

Focus 
areas

IT/ITeS 

Contract R&D

KPO services

Data center 
services

Simplified compliances
Clear framework with defined 

eligibility

Faster certainty
Predictable outcomes in a 

shorter timeframe

Standardised  outcomes
Objective, rule-based approach

Reduced 
litigation burden

Lower litigation efforts
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Source: Mutual agreement procedure statistics per jurisdiction, 2024 as per OECD        MAP – Mutual  Agreement Procedure

Various cases involving IT/ ITeS, 
Research & Development 
services

Endeavour to resolve MAP cases 
within 24 months

Where issues already covered under 
an APA, MAP may not be admitted

US and Japan has the highest 
signed MAPs

Significant deduction in closing inventory over the last 4 years, 
reflecting backlog clearance

MAP Programme Updates
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APA Vs Safe Harbour Rules – Key Comparison

APA Safe Harbour

Transactions covered

• Complex transactions
(eg. Advertisement, marketing and 
promotion,  royalty, management cross 
charges)

• IT services
(Software development, IT enables services, 
Knowledge process outsourcing and related 
contract R&D)

Margin • Negotiated • Fixed at 15.5%

Coverage • Future + rollback years (upto 9 years) • Prospective years only (5 years)

Timeline • ~ 30-36 months • Within assessment cycle

How to choose? • High value transaction; higher litigation risk; 
need multi-year certainty

• Cost plus entity (meeting insignificant risk criteria) 
with lower margin targets

MAP can be explored in cases involving ongoing litigation
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TP study cannot be modified once Form is filed

Details to be 
provided in new 

form

• ALP 
determined 
and TP 
adjustment

• Comparability 
adjustments

• Comparables 
count and 
margin/price

• Margin earned by 
taxpayers

• TP study report 
maintenance 
confirmation

• Method 
applied

• Local benchmarking is required, Belgian/EU TP 
files cannot be leveraged directly

• Penalty exposure for non-maintenance / filing

• To be submitted with tax authorities within 10 
days of requisition

• New Form requires significantly higher 
information than the existing one to facilitate 
risk-based assessment by tax authorities for 
scrutiny.

Key considerations

Compliance Transition: New Form with TPD Details

First applicable year – FY 2026-27                     TPD – Transfer Pricing Documentation  
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