
The new Direct Tax Code (DTC) has been in the offing ever since the 
Expert Committee was set up in 2017. With the Committee expected 
to submit its report by mid-August 2019, expectations have now 
suddenly peaked. 

Broadly, easing the tax and compliance burden, bringing in 
simplification and certainty in tax provisions and compliances, 
and introducing provisions facilitating M&A activity and other 
restructuring will be the major asks from corporates.

Expectations from DTC

Deloitte dovetails these expectations into 
granular and actionable points: 

Reducing corporate tax rate to 15%—if implemented, this will 
make India possibly the most attractive investment destination 
in the world. Corporate tax rate should also be uniform across 
companies irrespective of their size.

Abolishing Dividend Distribution Tax (DDT) and reverting 
to taxing dividend income in the hands of shareholders—a 
concessional tax rate of 5-7% could incentivise foreign 
investment in India.

Abolishing Minimum Alternate Tax (MAT) as nearly all tax 
incentives will be eventually phased out; alternatively, 
reducing the MAT rate to 5-7%, in line with corporate tax rate.

Combining the normal tax and MAT regime (and potentially the Corporate Social 
Responsibility contribution mandated under the Company Law as well) and 
charging corporate tax on the net profit before tax and other appropriations as 
per the audited financial statements.

Apart from hugely simplifying the corporate tax regime which will significantly 
enhance the ease of doing business in India, the Government will save the cost of 
collection and litigation at least in the long term. 

Also, introducing fiscal consolidation for tax reporting purposes  
within the group could further ease the compliance burden. 

Reducing the tax rate on dividend income from foreign 
subsidiaries to 5-7% to incentivise repatriation of overseas 
profits back to India by the Indian headquartered companies.

Carrying forward unabsorbed losses (including capital losses), 
unabsorbed depreciation, MAT credit, etc., for an indefinite period. 
Also, introducing carry back provisions for these items.

Rationalising the taxation of long-term gains on equity 
investments for both domestic and foreign players. Also, 
rationalising and simplifying tax provisions applicable to 
transactions between companies and shareholders/holders 
of debt instruments, especially on issues such as buybacks/
redemptions, deemed dividend, treatment of premiums 
paid, etc.

Extending tax neutrality to all kinds of corporate restructuring, 
including specifically outbound mergers, mergers between 
companies and limited liability partnerships (LLPs) or between LLPs, 
and overseas mergers (with downstream investments in India).

Carrying forward unabsorbed losses (including capital losses), 
unabsorbed depreciation, MAT credit, etc., in any tax neutral 
corporate restructurings irrespective of industry.

Carrying forward unabsorbed losses (including capital losses) post 
any tax neutral corporate restructuring as well as any intra-group 
transactions.

A radical proposal on the M&A side could be introducing 
concepts such as “Check the box” regulations (like in the US) 
—this will go a long way in increasing the ease of doing intra-
group restructurings.

Abolishing the statutory prescribed thin capitalisation norms.

Enabling amortization of / depreciation on goodwill and 
other intangible assets recorded pursuant to any corporate 
restructuring (tax neutral or otherwise)

Rationalising General Anti-avoidance Rules (GAAR) provisions, 
including providing statutory carve-outs around issues such 
as schemes approved by National Company Law Tribunal 
(NCLT), safe harbour for the debt-equity ratio, alternate 
modes of restructuring/transaction adopted, etc.
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