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State of the Economy
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Economic growth projected at 5% in FY2020

Economy snapshot

GDP is expected to 
grow by 5 percent in 
FY 2020 and be in the 
range of 6-6.5 
percent in FY 2021.

Domestic credit grew 
9.1 percent in 
November from a 
high of 13.1 percent 
in February 2019.

As announced in the 
Union Budget 2020,
the fiscal deficit is 
expected to be 3.8 
percent of GDP in FY 
2020 and 3.5 percent 
in FY 2021. 

CAD narrowed to 1.5 
percent of GDP in H1 
FY 2020 from 2.1 
percent in H1 FY 
2019.

Government security 
10-year yield rate is 
at 6.6 percent as on 
end of January 2020. 

The exchange rate 
touched 72 rupees 
per dollar twice in 
early January. 
Average monthly 
value was 70.4 
rupees per dollar for 
April-December 2019.

Net FDI inflows were 
US$24.4 billion during 
April-November 2019.

Inflation averaged 4.1 
percent in 2019-20 
(April to December) 
and stood at 7.3 
percent in December, 
2019. WPI jumped to 
2.6 percent in 
December, 2019.

GDP growth Fiscal deficit
Government 

security yields

Current account 

deficit
Inflation

FDI

Credit growth Rupee

Source: CMIE, RBI
Notes: The FY 2020 numbers are as announced during budget for FY 2021. All percentage growth measures are in year on year unless specified otherwise.
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Concerns around fiscal math due to decreasing tax revenue

Budget 2020 opts for fiscal expansion

Source: CMIE, RBI
Notes: 1. The FY 2020 numbers are as announced during budget for FY 2021

• The GoI upped the targeted fiscal deficit to 3.8
percent of GDP in FY 2020 from 3.3 percent in
July last year.

• Used the escape clause provided under the FRBM
Act to allow a relaxation of the target.

• Revised expenditure estimate at INR 26.99 lakh
crore and revised receipts estimate at INR 19.32
lakh for FY 2020.

• Expenditure estimate at INR 30.42 lakh crore
and receipts estimate at INR 22.46 lak crore for
FY 2021.

Loss of substantial revenue in short term due to
• corporate tax rate cut.
• INR 40,000 crore per annum revenue foregone

from new income tax rates for individuals.
• Rs 25,000 crore revenue foregone due to DDT

abolition.

The fiscal deficit relaxation is on expected 

lines. The target deficit for FY 2021 is 3.5 

percent.
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Expect Volatility in times to come

Equity markets continue to be upbeat

The global cues, oil prices, and domestic 

growth will likely keep the market volatile

Capital markets are at an all-time high despite 
economic slowdown and fiscal concerns. 

Prospects of positive returns in India vis-à-vis 
negative bond yields in many advanced nations and 
a strong global market performance have improved 
led to strong capital flows. 

Nifty has gained over 10 percent since its lows in 
August 2019 post the slew of reform 
announcements by the government. 

Government decisions on further reforms have 
improved sentiments. 

Risks:

Growth in stock market primarily driven by a 
handful of stocks. 

Several mid-and-small caps stocks are yet to show 
strong improvement. The massive infrastructure 
spending may boost their performance. 

The possibility of a delay with which the recent 
reforms may show some positive impact worries 
institutional investors. 

Source: CMIE, RBI 

0

50

100

150

200

2007 2009 2011 2013 2015 2017 2019

INR trillion NSE market capitalization

2,000

4,000

6,000

8,000

10,000

12,000

2009 2011 2013 2015 2017 2019

Index

India stock price index: NIFTY 50



Union Budget 2020©2020 Deloitte Touche Tohmatsu India LLP 7

Economic Highlights (1)

Key Budget announcements

Agriculture

FM lists 16 action points to boost agriculture
infrastructure

• Allocating INR 2.83 lakh crore for agriculture
and allied activities for FY 2021.

• Providing farmers insurance (a total of 6.11
crore farmers insured under Fasal Bima).

• Incentivising farmers to go solar.

• Making agriculture credit worth INR 15 lakh
crore available.

Who? Who?

Education and skill 

development

• Emphasis on improving skill-sets; a total of INR
3,000 crore to be given for skill development.

• The FM allocated INR 99,300 crore for
education.

Industry and 

Infrastructure

• Proposed allocation of INR 27,300 crore for
industry and commerce in FY 2021:

– 6500 projects under National Infrastructure
Pipeline.

– A total of 9,000 km of economic corridor to
set up and a total of 12 lots of highway
bundles to be monetised by 2024.

– Allocation of INR 1.7 lakh crore for transport
infrastructure in FY 2021.

– Five new smart cities to be developed.

– 100 more airports to be developed by 2025
to make travel easier and support the UDAAN
scheme.

– 150 trains to run under the PPP mode.

• Digitisation: INR 6,000 crore will be allocated
for the BharatNet programme in 2020-21 to
further enhance broadband connectivity in rural
areas. The FTTH connection through BharatNet
will link 100,000 gram panchayats this year.
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Economic Highlights (2)

Key Budget announcements

Start-ups

FM says entrepreneurship has always been
the "strength of India“

• A proposal of deferment of tax payment by
employees on ESOPs from start-ups by five
years.

• The turnover limit raised from existing INR 25
crore to INR 100 crore for an eligible start-up to
avail a deduction of 100 percent of its profits for
three consecutive assessment years from a total
of seven years.

• The government to create a single investment
cell to expedite the grant of licences and
promote entrepreneurship.

Who? Who?
MSME

• The government has asked the RBI to
consider extending the restructuring scheme
for MSMEs by another year until 31 March
2021.

• National Logistics Policy will be launched soon
to make MSMEs more competitive.

• Amendments will be made to enable NBFCs to
extend invoice financing to MSMEs.

• A scheme announced to provide subordinate
debt to entrepreneurs of MSMEs; the debt will
be provided by banks as quasi equity and
would be fully guaranteed through credit
guarantee trust for medium and small
entrepreneurs.
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Three drivers that will make India an attractive investment 
destination

India continues to have a strong growth potential

Source: The World bank

Growing 
consumer 
market

Infrastructure 
growth

Indian talent 
story

Source: *WEF report, 2019; **Steel consumption data from World Steel Association, as reported by Business Standard
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India aspiring to be a US$ 10 trillion economy by 2030

Growing with strong fundamentals

Source: Oxford economics, RBI, MOSPI
Note: *The budget estimate as per Union Budget 2020. 
CAGR stands for cumulative aggregate growth rate between the years mentioned.

Economic 
fundamentals 
have been the 

strongest 
pillars

FDI increased at a 
CAGR of 18.4 
percent in the past 
15 years.

The equity market’s 
capitalisation increased 
more than 10 times in 
the past 15 years.

India’s ranking surged 
in the World Bank’s 
Ease of Doing 
Business Index by 
67 spots to 63rd 
position in three years.

Foreign exchange 
reserves touched a 
record high of US$ 
437.6 billion from 
US$ 5.8 billion in 
March 1991. 

India’s fiscal deficit 
fell from -7.2 
percent in FY 2010 
to -3.8 percent in 
FY 2020*.

The current account 
deficit fell from -5.0 
percent in FY 2013 
during taper tantrum 
to 2.1 percent in FY 
2019.
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Policy updates
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Banking and finance

Policy updates

• Factor Regulation Act, 2011 to be amended to enable NBFCs (not registered as NBFC-factors) to extend invoice financing 
to the MSMEs through TReDS

• To enhance working capital credit for MSME entrepreneurs, a scheme to be introduced to provide subordinate debt by 
banks

• To address the liquidity constraints of the NBFCs/HFCs, existing Partial Credit Guarantee scheme introduced in Union 
Budget 2019-20 for NBFCs to be further supported by devising a mechanism, wherein the Government will offer support 
by guaranteeing securities so floated

• Governance reforms to be carried out in PSU banks to make them more competitive and certain PSU banks to be 
encouraged to approach capital market to raise additional capital 

• DICGC permitted to increase Deposit Insurance Coverage for a depositor, which is now INR 1,00,000 to INR 5,00,000 
per depositor

• Banking Regulation Act, 1949 to be amended to strengthen the Cooperative Banks’ regulatory framework and 
governance norms

• Debt recovery under SARFAESI will now also be available to NBFCs with asset size of INR 1 billion (as against current 
threshold of INR 5 billion) or loan size of INR 5 million (as against current threshold of INR 10 million)
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Policy updates

Foreign investment

• To attract skilled teachers, innovate, and build better labs steps to be taken to enable sourcing of ECBs and FDI to 
deliver higher quality education

• Investment Clearance Cell to be set up through a portal to provide “end to end” facilitation and support, including pre-
investment advisory, information related to land banks and facilitate clearances at centre and state level

• Specified categories of government securities would be opened fully for non-resident investors

Securities laws

• Limit for FPI investment in corporate bonds to be increased to 15 percent of the outstanding stock of corporate bonds (as 
against existing threshold of 9 percent)

• To improve investors’ confidence, and to expand the scope of credit default swaps, new legislation to be introduced for 
providing a mechanism for netting of financial contracts

• The Government to float a new debt ETF consisting primarily government securities

IFSC

• International Bullion exchange(s) to be set up in GIFT-IFSC as an additional option for trade by global market 
participants

• Stamp duty exemption proposed for instruments of transaction in stock exchanges and depositories established in any 
IFSC

Others

• Companies Act, 2013 and other laws will be amended to do away with criminal liability for acts that are civil in nature

• Amendments to be carried out in Pension Fund Regulatory and Development Authority Act, 2013 to facilitate separation 
of NPS trust for government employees from PFRDA

• To promote affordable housing projects, the date of approval of affordable housing projects for availing tax holiday 
(presently 31 March 2020) extended by one more year
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Direct tax
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Corporate taxation
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Corporate tax rates

Corporate taxation

• Budget 2020 follows a corporate tax rate reset rolled out in September 2019

* As against current graded surcharge rate of 0 percent/7 percent/12 percent

• Section 115BAA: option for 
domestic companies to be 
taxed at reduced rate of 
22 percent, provided 
companies do not avail any tax 
incentive/exemption

• Reduced rates apply with effect 
from FY 2019-20

• Effective tax rate = 25.17 
percent; uniform surcharge of 
10 percent* and cess of 4 
percent to apply

Reduced tax rate of 
22 percent for all 

domestic companies 

• Section 115BAB: option for 
“new” domestic manufacturing 
companies to be taxed at 
reduced rate of 15 percent 
provided companies do not 
avail any tax 
incentive/exemption

• Eligibility: companies 
incorporated on or after 
1 October 2019, and 
commencing operations before 
1 April 2023

• Reduced rate apply with effect 
from FY 2019-20

• Effective tax rate = 17.16 
percent; uniform surcharge of 
10 percent* and cess of 
4 percent to apply

Tax rate of 15 percent for 
“new” domestic 

manufacturing companies 

• MAT provisions to not apply to 
domestic companies availing 
concessional tax rate of 
22 percent or 15 percent

• For other domestic companies, 
current MAT rate reduced to 
15 percent from 18.5 percent 
with effect from FY 2019-2020

• Effective MAT rate = 17.47 
percent (considering highest 
applicable surcharge rate of 12 
percent and cess of 4 percent)

Waiver/reduction in MAT 

9
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Taxation of dividend

Corporate taxation

DDT abolished and taxability of dividend income shifted to recipient

• Under the existing provisions, a domestic company is required to pay DDT on the dividend declared, 
distributed or paid to shareholders

• It is proposed to abolish DDT, and tax dividends in the hands of the recipient of income, i.e., 
shareholders

• Lower rate of withholding tax can be availed under the tax treaties for 
non-resident recipients including foreign company, subject to satisfying conditions relating to treaty 
eligibility including beneficial ownership

• No expense shall be allowed as a deduction, other than interest expense up to 20 percent of the 
dividend income

• Cascading effect of taxes on inter-corporate dividend removed; set off allowed for dividend distributed 
by company up to one month before due date of filing of return of income

10
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Benefits available to residents covered in the treaty

Corporate taxation

Country Rate of tax

Australia 15

Austria 10

Belgium 15

Canada 151/25

Cyprus 10

Denmark 152/25

France  10

Germany 10

Hong Kong 53

Ireland 10

Japan 10

Korea 15

Luxembourg 10

1 BO is a company that controls directly or indirectly at least 10% of the voting power in the company paying dividends
2 BO is a company that owns at least  25% of the shares of company paying dividends
3 Subject to the compliance with the Principal Purpose Test in the tax treaty
4  BO is a company that holds directly at least 10% of the capital of the company paying dividends
5 BO is a company that holds at least 10% of the shares of the company paying dividends

6 Dividends paid out of income derived from immovable property by an investment vehicle which distributes most of its income annually and whose 

income is exempt from tax. Also, subject to compliance with the Principal Purpose Test in the tax treaty
7 BO is a company that owns at least 10% of the voting stock of the company paying dividends

Country Rate of tax

Mauritius 54/15

Netherlands 10

Oman 105/12.5

Russia 10

Saudi Arabia 5

Singapore 102/15

Slovenia 54/15

Spain 15

Sweden 10

Switzerland 10

UAE 10

U.K. 156/10

U.S.A 157/25

Rates in %
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Comparison of taxation between company, branch and LLP

Corporate taxation

Particulars Branch LLP

Company

25%*

(Turnover 
based)

30%*
(Not opting 
for special 

regime)

22%*

(Section 
115BAA)

15%*

(Section 
115BAB)

Taxable income 100.00 100.00 100.00 100.00 100.00 100.00

Less: Indian tax 
liability(A)

43.68 34.94 29.12 34.94 25.17 17.16

Profit after tax 56.32 65.06 70.88 65.06 74.83 82.84

Profit available for 
distribution

56.32 65.06 70.88 65.06 74.83 82.84

Less: DDT(B) 0.00 0.00 12.09 11.09 12.76 14.13

Distributed amount 56.32 65.06 58.79 53.96 62.07 68.71

Total tax 
outflow(A+B)

43.68 34.94 41.21 46.04 37.93 31.29

Total tax outflow on 
DDT abolition(A)

43.68 34.94 29.12 34.94 25.17 17.16

* Tax rates to be increased by surcharge and cess
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Transfer pricing

Corporate taxation

APA provisions to cover determination of profit attributable to a PE

• It is proposed to expand the scope of APA provisions to include determination of profit attributable 
[under section 9(1)(i) of the Act] to a PE. The benefit of the rollback can also be availed by such PEs

• The provisions will apply to an APA entered into on or after 1 April 2020

Safe harbour rules to cover determination of profit attributable to a PE

• Safe harbour rules have been proposed to be expanded to cover profits attributable [under section 
9(1)(i) of the Act] to a PE. This will be applicable for AY 2020–21, and subsequent AYs
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Tax incentives

Corporate taxation

Exemption of income of sovereign wealth funds from equity and debt investments in Indian 
infrastructure companies

• Proposal to exempt dividend, interest, or long-term capital gains of sovereign wealth funds (satisfying 
prescribed criteria) including wholly owned subsidiary of Abu Dhabi Investment Authority from 
investments in Indian companies engaged in developing and/or operating and maintaining specified 
infrastructure facilities or other business as may be notified

• Investment to be made on or before 31 March 2024 and held for at least three years

Lower tax rate for electricity generating companies

• Generation of electricity is proposed to be included in manufacturing or production of an article or thing, 
eligible for lower base tax rate of 15 percent under section 115BAB of the Act

Affordable housing projects

• To incentivise affordable housing projects, proposal to extend sunset date by one year to 31 March 
2021 for availing profit linked deduction by project developer
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Curbing tax litigation

Corporate taxation

Proposed dispute resolution scheme (vivad se vishwas)

• Currently, there are 483,000 direct tax cases pending in various appellate forums. To reduce litigation in 
direct taxes, it is proposed to launch a dispute resolution scheme

• Key features of the proposed scheme are

• Tax payer would be required to pay only the amount of disputed taxes and get complete a waiver of 
interest and penalty provided payment is made by 31 March 2020

• Those who avail this scheme after 31 March 2020 will have to pay some additional amount

• The scheme will remain open until 30 June 2020

• Tax payers in whose cases appeals are pending at any level can benefit from this scheme
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Proposals for non-residents (1/2)

Corporate taxation

Applicability of SEP deferred

• Scope of business connection of a non-resident in India was expanded through introduction of the 
concept of Significant Economic Presence (SEP)

• In view of pending discussion under Pillar 1 (public consultation paper issued by OECD secretariat), 
the applicability of SEP is proposed to be deferred by one year to AY 2022-23 and onwards

Expansion of business connection

• In case of a “business connection”, it is proposed to clarify that income attributable to operations 
carried out in India shall include income from

- Advertisement which targets a customer who resides in India or a customer who accesses the 
advertisement through IP address located in India

- Sale of data collected from a person who resides in India or who uses IP address located in India

- Sale of goods and services using data collected from a person who resides in India or who uses IP 
address located in India

• Provisions of the Act to include revised text of the preamble specified in Article 6 of the MLI, 
providing that CG may enter into an agreement with the Government of any country or specified 
territory for, inter alia, the avoidance of double taxation of income under the Act and under the 
corresponding law in force in that country or specified territory, without creating opportunities for 
non-taxation or reduced taxation through tax evasion or avoidance (including through 
treaty-shopping arrangements aimed at obtaining reliefs provided in this agreement for the indirect 
benefit of residents of any other country or territory)

Alignment of the Act with MLI
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Proposals for non-residents (2/2)

Corporate taxation

• Non-resident shall not be required to file return of income if 

– Total income consists of only dividend, specified interest income, royalty or FTS

– Tax has been deducted on such income at the rate which is not lower than the rates prescribed 
under section 115A(1) of the Act (and not treaty rates)

Exemption for non-resident from filing tax return 

Rationalization of withholding tax rates on interest

• The Act provides for a reduced withholding tax rate of five percent under section 194LC of the Act on 
interest on loans/long term infrastructure bonds/rupee denominated bonds raised by a specified 
company/business trust from non-resident before 1 July 2020 

• Similar reduced withholding tax rate of five percent under section 194LD of the Act was provided on 
interest payments to FII and QFI on their investment in rupee denominated bonds of an Indian 
company or government securities before 1 July 2020

• To attract more foreign investment in India, the following amendments are proposed

– Period for applying the concessional withholding tax rate under section 194LC and 194LD of the 
Act be extended from 1 July 2020 to 1 July 2023

– Further, it is proposed that a lower withholding tax rate of four percent will be applicable on 
monies borrowed by a specified company/business trust from a source outside India by way of 
issue of any long-term bonds/rupee denominated bonds after 1 April 2020 and before 
1 July 2023, which is listed on a recognized stock exchange in an IFSC
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Tax withholding on e-commerce transactions

Corporate taxation

• The e-commerce operator is required to withhold taxes at the time of crediting the amount to the account 
of e-commerce participant or at the time of payment (by any mode), whichever is earlier

• Higher withholding tax rate of five percent will apply where e-commerce participant does not furnish PAN 
to the e-commerce operator

• Any payment made by a buyer (i.e. purchaser of goods or recipient of services) directly to an e-commerce 
participant will be deemed as payment by the e-commerce operator to the e-commerce participant for the 
purpose of withholding taxes

• Transactions covered under this provision shall not be subject to any other existing withholding tax 
provisions in order to avoid multiple withholding tax

*Electronic commerce is defined to mean the supply of goods or services or both, including digital products over digital or electronic network

**E-commerce operator means any person who owns, operates or manages digital, electronic facility or platform for electronic commerce and is a person responsible for paying to e-commerce 
participant

***E-commerce participant means a person resident in India selling goods or providing services or both, including digital products through digital, electronic facility or platform for electronic commerce

#Services is defined to include FTS and fees for professional services, as defined in section 194J of the Act

E-commerce operator**
E-commerce 

participant***

Buyer

Pays consideration

Remits consideration after 

withholding tax at one 

percent

Sells goods/provides services# 

through digital, electronic facility 

or platform of e-commerce 

operator

• To widen and deepen the tax net by bringing participants engaged in electronic commerce* within tax 
net, it is proposed to introduce withholding tax at one percent on e-commerce transactions
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Measures for start-ups

Corporate taxation

Rationalisation of tax holiday provisions for start-ups

• Currently, tax holiday provisions provide a 100 percent deduction of the profits earned by “eligible 
start-ups” for a period of 3 consecutive years out of 7 years from year of incorporation provided that 
the turnover of the business does not exceed INR 250 million

• It has been proposed to enhance the turnover limit for eligibility from existing  INR 250 million to 
INR 1 billion

• Considering that start-ups may not be in profits for the initial phase to be able to take the benefit of 
the tax holiday, it has now been proposed to increase the block period of 7 years to 10 years

Deferment of tax on stock benefits of start-ups

• Currently, specified security and sweat equity shares are taxable as perquisite at the time of exercise

• To ease the tax burden of employees of “eligible start-ups” it is proposed to defer the taxation of this 
perquisite to the earlier of the three events namely

– Expiry of 48 months from end of the relevant AY

– Sale of shares by employee

– An employee’s resignation
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Improving tax administration

Corporate taxation

Insertion of taxpayer’s charter in the Act

• To build trust between the taxpayers and the tax administration, it is proposed to insert a new section 
in the Act to empower the CBDT to 

• Adopt and declare a taxpayer’s charter

• Issue such orders, instructions, directions, or guidelines to other income-tax authorities, as it may 
deem fit for the administration of the charter

E-appeal and e-penalty scheme proposed

• Similar to introduction of e-assessment scheme in 2019, it has been proposed to implement the e-
appeal scheme for appeals filed to the CIT(A) and 

• e-penalty scheme to impart greater efficiency, transparency, and accountability
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Others (1/2)

Corporate taxation

Scope of DRP widened

• DRP route available for all categories of non-residents with respect to any variation which is prejudicial 
to the interest of the assessee (even if such change does not impact the income / loss returned)

Change in the definition of ‘royalty’

• Definition of ‘royalty’ widened to remove exclusion for sale, distribution or exhibition of cinematographic 
films 

Change in withholding tax and tax collection at source provisions

• Scope of tax collection at source widened:

• 5% on remittance exceeding INR 7 lakh under LRS

• 5% on overseas tour package

• 0.1% on purchase of goods exceeding INR 50 lakh in a year

• Reduced withholding tax rate of 2% (as against existing 10%) on fees for technical services (other than 
professional services)

Change in due date for filing of tax audit report and transfer pricing audit report

• Modification in due dates for furnishing of return of income, tax audit report, transfer pricing report, 
etc.
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Others (2/2)

Corporate taxation

Stay of demand by the Income-tax Appellate Tribunal

• Powers of the Tribunal to grant stay and extension thereof shall be subject to assessee depositing not 
less than 20% of the amount of tax, interest, fee, penalty, etc. or furnishing security of equal amount in 
respect thereof  

Meaning of “person responsible for paying” for the purpose of withholding tax provisions 
expanded

• In the case of a NR, it would mean -

• the person himself; or 

• any person authorized by such NR; or 

• the agent of such NR in India including any person treated as an agent under section of the Act

New statement to replace Form 26AS

• Annual financial statements to be uploaded by the tax authorities in the registered account of the tax 
payer in the prescribed form and manner with information available with the income-tax authority

• This statement is likely to have a wider information coverage than the current Form 26AS
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Personal taxation
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Proposed simplified regime 

• Option for individuals and HUF to apply for the simplified tax regime subject to satisfaction of 
certain conditions

Individuals and HUF with no business income can exercise this option every year at 
the time of filing of return in the prescribed manner

Individuals and HUFs with business income have only one chance to revert to the 
old regime. Once reverted, they become ineligible to exercise this option for any 
future years (unless they cease to have business income)

1

3

5

2

4

To avail simplified regime, the tax payer needs to file the return within the due 
dates specified under section 139(1)

Individuals and HUFs with business income can exercise this option before 
the due date of filing the return. Once this option is exercised, they will have 
to continue with the new regime for that year and all subsequent years
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The new tax slabs as compared to the earlier slab rates are

Income slabs (in INR) Rate of Tax (percent) 
(under proposed 
simplified regime)

Rate of Tax (percent) 
(under the old regime)

Upto 250,000 NIL NIL

250,000 to 500,000 5 5

500,000 to 750,000 10 20

750,000 to 1,000,000 15 20

1,000,000 to 1,250,000 20 30

1,250,000 to 1,500,000 25 30

Above 1,500,000 30 30

• It may be noted that the regular surcharge would be applicable based on the income levels. 

• AMT shall not apply if this option is exercised 

Proposed simplified regime
Tax rates
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Determination of residential status 

Existing

• Indian citizens or person of Indian 
origin visiting India are considered 
as resident if their stay is 182 
days or more in current year

• Individual or HUF is considered as 
‘not ordinarily resident’ if the 
following conditions are satisfied:

- he has been a non-resident in 
India in nine out of ten previous 
year, or

- he has been in India for 729 
days or less in seven previous 
years

Proposed

• Indian citizens or person of 
Indian origin visiting India will 
be considered as resident if their 
stay is 120 days or more in the 
current year

• A person would be considered 
as ‘not ordinarily resident’ if he 
has been non-resident in India 
in seven out of ten previous 
years

Residential 
status

Additionally, an Indian citizen shall be deemed to be resident in India if he /she is not liable to tax 
in any other country or territory by reason of his / her domicile or residence or any other criteria of 
similar nature
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Indirect Tax
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Key changes
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Key Indirect Tax Budget Proposals (1/2)

• Scheme focused on encouraging manufacture of mobile phones, electronic equipment and semi-
conductor packaging

• With suitable modifications, above scheme to be adapted for manufacture of medical devices also

• Scheme for Reversion of duties and taxes on exported products (RoDTEP) to be launched this year

Incentive schemes under formulation

• Implementation of new GST returns reiterated to be effective 1 April 2020

• E-invoicing to be implemented in a phased manner, starting February on an optional basis

• Enabling provisions under Section 31 of CGST Act for e-invoicing

E-invoicing and new returns under GST laws

• Penal provisions expanded to cover persons who have retained the benefit and at whose instance
fraudulent transactions of input tax credit are conducted

• Fraudulent availment of input tax credit without an invoice or bill prescribed to be cognizable and non-
bailable offence

GST input credit framework

• Customs duty rates reviewed for several items (discussed later)

• Introduction of Health Cess on specified medical devices at the rate of 5%

Customs rate changes
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Key Indirect Tax Budget Proposals (2/2)

• Duty credit may be issued in lieu of remission of duty for export of goods or other financial benefits
available to exporters

• To be maintained in the automated system for the recipient of such duty credit

• May be used by the person to whom it is issued or by the person to whom it is transferred, to be used
towards payment of duty payable

Electronic duty credit ledger in customs 
automated system 

• New provisions to administer the procedure regarding claim of preferential rate of duty under Trade
Agreements

• Officers empowered to seek additional information to satisfy country of origin test

Preferential Trade Agreements – change in 
compliance requirements

• Review of customs duty exemptions by September 2020

• Suggestions for review of customs laws and procedures

Significant review of the customs regime
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Customs Tariff – Key rate movements

Reduction in 

effective BCD

• Specified parts for manufacturing microphone 

• Newsprint

• Specified metals and their articles, calcined petroleum coke

[Refer Annexure 2 for details]

Social Welfare 

Surcharge 

increased from 

Nil to 10%

• Printed circuit assemblies and boards, flat panel displays and other IT 
equipment

• Specified electric conductors, other electrical goods

[Refer Annexure 3 for details]

Increase in 

effective BCD

• Specified house hold items and appliances, stationery, electronics, toys, 
footwear

• Specified parts and components of mobile phones (including PCBA)

• Electric Motor vehicles (in knocked condition), completely built up units of 
commercial vehicles

[Refer Annexure 1 for details]

Social Welfare 

surcharge 

reduced from 

10% to Nil

• Specified construction material, food products and beverages

• All commercial vehicles (including electric vehicles), if imported or completely 
built unit falling under heading 8702 or 8704

[Refer Annexure 4 for details]
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Customs
Rate movement – Annexures
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Increase in effective rate of BCD

Annexure 1 (1/4)

Description of goods Up to 31 Mar 2020 From 1 Apr 2020

PCBA of cellular mobile phones 10% 20%

Vibrator/Ringer of cellular mobile phones Nil 10%

Completely built units of commercial vehicles under CTH 8702, 8704 
(excl. electric vehicles)

30% 40%

Completely built units of commercial electric vehicles under CTH 
8702, 8704

25% 40%

Semi knocked down forms of electric passenger
vehicles under CTH 8703

15% 30%

Semi knocked down forms of electric vehicles − bus, trucks, and two 
wheelers under CTH 8702, 8704, 8711

15% 25%

Completely knocked down forms of electric vehicles -
passenger vehicles, three wheelers, two wheelers, bus, and
trucks under 8702, 8703, 8704, 8711

10% 15%

Description of goods Up to 30 Sep 2020 From 1 Oct 2020

Display panel and touch assembly of cellular mobile
Phones

Nil 10%

*Only key rate amendments have been captured
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Increase in effective rate of BCD

Annexure 1 (2/4)

Description of goods Up to 1 Feb 2020 From 2 Feb 2020

Specified house hold items- Tableware, kitchenware, glassware, 
padlocks, brooms, brushes, combs, etc.

10% 20%

Specified household appliances – Fans, grinders, dryers, coffee and 
tea maker, fluid heaters, etc.

10% 20%

Specified footwear 25% 35%

Specified toys 20% 60%

Specified stationery items 10% 20%

Compressor of refrigerator and air conditioner 10% 12.5%

Industrial fans, railway carriage fans, air circulator 7.5% 10%

Fingerprint readers for use in mobile phone Nil 15%

Headphones and earphones Applicable BCD 15%

Specified freezers, specified refrigerating equipment/devices, heat 
pumps, ice-making machinery

7.5% 15%

Water cooler, vending machine 10% 15%

Specified gemstones, precious and semi-precious stones Nil 0.5%

*Only key rate amendments have been captured
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Increase in effective rate of BCD

Annexure 1 (3/4)

Description of goods Up to 1 Feb 2020 From 2 Feb 2020

Dip bridge rectifier; printed circuit board (populated, loaded, or 
stuffed)

10% 20%

Specified chargers and power adapters Applicable BCD 20%

Specified catalytic convertor 10% 15%

Specified goods used for construction/repair of road Nil Applicable BCD

Specified goods used in high voltage power transmission project 5% 7.5%

Rotary tillers/weeder 2.5% 7.5%

Gold used in the manufacture of semiconductor devices or
light emitting diodes

Nil 12.5%

*Only key rate amendments have been captured
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Pruning of exemptions leading to increase in effective rate
of BCD

Annexure 1 (4/4)

Description of goods Up to 1 Feb 2020 From 2 Feb 2020

Specified edible oils and refined vegetable oils of edible grade under 
chapter 15

85% 100%

Glycerol water, glycerol iyes falling under CTH 1520 20% 30%

Parts used for manufacturing specified printers Nil Applicable duty

Colour television tubes Nil 10%

Specified MP3 or MP4 or MPEG 4 player 5% Applicable duty

Specified audio cassettes for blinds and pre-recorded cassettes Nil Applicable duty

Kyanite salts, in a form indicative of their use for manurial purpose 5% Applicable duty

Isolated soya protein 10% 30%

Instant print film 5% 10%

Specified polymers of ethylene 7.5% 10%

*Only key rate amendments have been captured



Union Budget 2020©2020 Deloitte Touche Tohmatsu India LLP 44

Decrease in effective rate of BCD

Annexure 2

Description of goods Up to 1 Feb 2020 From 2 Feb 2020

Newsprint, uncoated paper used for printing newspaper and 
lightweight coated (subject to specified conditions); calendared 
plastic sheets (used for smart cards)

10% 5%

Parts used in the manufacturing of microphone 10% Nil

Platinum or palladium used in the manufacture of specified goods, 
including catalyst, metal compounds, metal solutions

12.5% 7.5%

Polyester liquid crystal polymers for use in manufacturing connectors 7.5% Nil

Calcined petroleum coke 10% 7.5%

Spent catalyst/ash containing precious metals 12.5% 11.85%

Very low sulphur fuel oil meeting specified certification and conditions
for import

10% Nil

Micro-fuse base, sub-miniature fuse base, and their covers 7.5% Nil

*Only key rate amendments have been captured
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Withdrawal of exemption for Social Welfare Surcharge

Annexure 3

Description of goods Up to 1 Feb 2020 From 2 Feb 2020

Flat panel display falling under CTH 853180 and parts of indicator 
panel incorporating LCD & LED falling under CTH 853190

Nil 10%

Specified electronic switches, specified electro mechanical,   snap-
action switches 

Nil 10%

Units of automatic data processing machines, facsimile machines, and 
tele printers

Nil 10%

Drawing and drafting machines under CTH 9017 and its printed circuit 
assemblies

Nil 10%

Specified electric conductors of voltage not exceeding 1,000 volts 
with connectors

Nil 10%

Printed circuit assemblies for the following goods:

Automatic teller machines, specified static convertors and inductors, 
specified microphones and loud speakers, telephone answering 
machines, specified electronic switches, specified plugs and socket for 
co-axial cables, proximity cards and tags, specified electrical 
machines

Nil 10%

Printed circuit boards for specified transmission apparatus, digital still 
image video cameras cameras 

Nil 10%

Information technology software, falling under CTH 8523 Nil 10%

*Only key rate amendments have been captured
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Exemption granted for Social Welfare Surcharge

Annexure 4

Description of goods Up to 1 Feb 2020 From 2 Feb 2020

Tiles, cubes of specified dimension; monumental or building stone 
simply cut sawn with a flat surface

10% Nil

Marble, marble block/tile, travertine, and alabaster 10% Nil

Whey, almonds, walnuts, maize, specified orange juice 10% Nil

Description of goods Up to 31 Mar 2020 From 1 Apr 2020

All commercial vehicles (including electric vehicles), if imported or 
completely built unit falling under heading 8702 or 8704

10% Nil

*Only key rate amendments have been captured
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Q&A
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Glossary

Act Income-tax Act, 1961

APA Advance Pricing Agreement

AY Assessment Year

BCD Basic Customs Duty

CAD Current Account Deficit

CBDT Central Board of Direct Taxes

CG Central Government

CMIE Centre for Monitoring Indian Economy

CIT(A) Commissioner of Income Tax (Appeals)

DDT Dividend Distribution Tax

DRP Dispute Resolution Panel

FDI Foreign Direct Investment

FII Foreign Institutional Investor

FM Finance Minister

FPI Foreign Portfolio Investor

FTS Fee for Technical Services

FTTH Fiber To The Home 

FY Financial Year

GDP Gross Domestic Product

GST Goods and Services Tax

IFSC International Financial Services Centre

INR Indian National Rupee

IP Internet Protocol 

LRS Liberalized Remittance Scheme 

MAT Minimum Alternate Tax

MLI Multilateral Instrument

MSME Micro, Small and Medium Enterprises

NBFC Non Banking Financial Company

NCCD National Calamity Contingent Duty 

OECD
The Organisation for Economic Co-operation 
and Development

PAN Permanent Account Number

PE Permanent Establishment

PPP Public Private Partnership

QFI Qualified Foreign Investor

RBI Reserve Bank of India

SEP Significant Economic Presence

US$ United States Dollar

WEF World Economic Forum

WPI Wholesale Price Index



Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by 
guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each of its member 
firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not 
provide services to clients. Please see www.deloitte.com/about for a more detailed description of DTTL and its 
member firms.

This material is prepared by Deloitte Touche Tohmatsu India LLP (DTTILLP). This material (including any 
information contained in it) is intended to provide general information on a particular subject(s) and is not an 
exhaustive treatment of such subject(s) or a substitute to obtaining professional services or advice. This 
material may contain information sourced from publicly available information or other third party sources. 
DTTILLP does not independently verify any such sources and is not responsible for any loss whatsoever 
caused due to reliance placed on information sourced from such sources. None of DTTILLP, Deloitte Touche 
Tohmatsu Limited, its member firms, or their related entities (collectively, the “Deloitte Network”) is, by 
means of this material, rendering any kind of investment, legal or other professional advice or services. You 
should seek specific advice of the relevant professional(s) for these kind of services. This material or 
information is not intended to be relied upon as the sole basis for any decision which may affect you or your 
business. Before making any decision or taking any action that might affect your personal finances or 
business, you should consult a qualified professional adviser.

No entity in the Deloitte Network shall be responsible for any loss whatsoever sustained by any person or 
entity by reason of access to, use of or reliance on, this material. By using this material or any information 
contained in it, the user accepts this entire notice and terms of use.

©2020 Deloitte Touche Tohmatsu India LLP. Member of Deloitte Touche Tohmatsu Limited


