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The union budget of FY 2018-19 was presented
amid concerns regarding subdued economic
growth, challenging fiscal situation, and farm
distress. While the world packed its punch growing
at the fastest pace in five years, India’s economy
temporarily “decoupled” with growth decelerating
to a four-year low to 6.75% in FY 2017-18,
according to official estimates.

One of the reasons for this possibly can be
attributed to shifting real interest rate trends
which affected investment activity, led to currency
appreciation and resulted in subdued export
activity. Lastly, the rising crude oil prices over the
last few quarters combined with weak investment
demand fed in from the twin balance sheet
problem may have further aggravated the
situation. In fact, growth has largely remained
lopsided, with domestic consumption and
government expenditure powering growth.

Of late, the economy, has started displaying green
shoots of recovery across macro segments. While
the economy now seems to have stepped up is
growth pace, it remains vulnerable to domestic
and global risks and as such expectations of a
rapid turnaround should not be expected. Recent
data suggests that GDP has grown by an average
of 6.0% in the first two quarters of FY17-18 with
the second quarter indicating some revival. It is
further expected that growth in FY17-18 will likely
grow by 6.7% and further between 7-7.2% in
FY18-19.
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The recent rebound has likely come on the back of
cyclical recovery, improvement in market
sentiments and also due to some rise in demand.
A detailed look at the expenditure side suggest
that, the demand behaviour still remains muted,
especially emanating from rural sector distress.
There remains some discrepancy in private
consumption and consumer durables data. While
private consumption grew by 6.6% for the first
half, consumer durables have contracted almost
through the year. Importantly, it has largely been
the increases in private consumption and
government spending that has stimulated growth
especially as private investment sentiment has
failed to take off. Share of investments in GDP has
come down continuously over the previous years
from 34% in FY11-12 to 29% as expected in

©2018 Deloitte Touche Tohmatsu India LLP.

advance estimates FY17-18. In contrast,
Government expenditure grew at an impressive
10.7% in the first two quarters of 2017-18 against
investment growth of 3.1%.
A factor here is the problematic balance sheets of
Indian companies and banks – both of which have
been stress. The twin balance sheet problem has
been long-standing and while the new Insolvency
and Bankruptcy code (IBC) will possibly help, we
believe it requires complementary reform
measures to alleviate the issue. Looking ahead,
the falling share of private investments
necessitates pro-active measures to stimulate
investment sentiment and an expected push
toward infrastructure development along with
recapitalisation of public sector banks will likely
have a positive impact on investment demand.
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On the value added side, the industrial sector
remained relatively resilient on account of
improvements across mining and construction
segments while stability was recorded in utilities.
Manufacturing sector, in contrast, has only started
showing signs of a rebound rising 7% in 2QFY18
as compared to 1.2% in 1QFY18. The weakness
has possibly transmitted through subdued
consumer sentiment which is also evident from
weak consumer durables output. The industrial
sector is expected to see only sub-par growth for
the year end and is expected to perform better
over FY19.
The services sector continued to show a stable rate
of growth partly buoyed by the rising fiscal
inclusion net and a continued push toward
digitization. On the agriculture side, the
performance has been poor on account of farm
price crash following over-production during the
kharif season. Further, erratic monsoon during the
latter part of the year led to some crop destruction

leading to falling farm incomes. Looking ahead,
the agriculture segment is expected to grow higher
than the estimated 2.1% in the current fiscal
possibly flowing positive prospects on rabi harvest.
The agricultural sector in India is primarily rain
dependent and any variation from normal levels
can considerably affect crop output. In this sense,
the current budget is likely to focus on easing the
built-up stress in the rural economy, especially in
the agricultural domain given the prevailing
agricultural distress.
GVA Quarterly growth rates (y-o-y, %)
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Policy action, specifically aimed at eliminating
supply side barriers in agricultural markets,
increase in allocation toward MGNREGA, crop
insurance, irrigation works and other social
security measures along with infrastructure related
to cold chains were anticipated before the budget.
The budget rightly addressed some issues in the
agriculture sector, including setting a higher
institutional credit target in an effort to ease fund
flow into the sector. Other measures included in
the budget encompassed adoption of cluster-model
approach for agriculture production, doubling of
allocation toward food processing units, and
increasing outlay toward MGNREGA. Looking
ahead, there is a need to address issues pertaining
to inadequate warehousing, insufficient power
supply, and scarce cold storage facilities leading to
significant crop wastage.

©2018 Deloitte Touche Tohmatsu India LLP.

Budget proposals to boost growth
• Higher fiscal deficit to support growth over
the next one year
• Allocation toward infrastructure spending
increased from INR 4,940 billion for FY18 to
INR 5,970 billion in FY19
• Increased credit target for agriculture at INR
11,000 billion
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Budget proposals for Manufacturing
• In a move to boost local value addition in
domestic electronics manufacturing, customs
duty on mobile phones have been raised
from 15% to 20% while duty on smart
watches and wearables has been doubled to
20%.
• Budget outlines 372 point plan for states for
promoting the ease of doing business
• The central government will evaluate the
performance of states supported by
feedback from industry. Looking ahead, the
government is targeting to be among top-50
countries in the overall ease of doing
business rankings.

©2018 Deloitte Touche Tohmatsu India LLP.

Budget proposals for Agriculture
• MSPs to increase by 1.5 times of production
cost; give a boost to the farm sector
• Irrigation to get INR 260 billion while the
government will set up Long term Irrigation
Fund in NABARD for funding requirements
for irrigation
• Institutional credit raised from INR 1,000
billion in FY18 to 1,100 billion in FY19
• Budgeted MGNREGA spend raised to INR
5,500 billion in FY19 from 4,800 billion in
FY18
• About 22,000 existing rural haats in Gramin
Agricultural Markets will be upgraded and
developed. Physical infrastructure to be
provided using MGNREGA and other
Government Schemes

Indirect
Taxes

Litigation
Landscape

Regulatory
Landscape

Policy
Updates

Glossary

8

New fiscal path and inflationary risks emerge

Economic
Indicators

Direct
Tax

Looking at the fiscal math, there were both
positive and negative aspects during FY18.
Statistics showed that net tax revenues grew by
15% yoy compared to a budgeted target of
11.4%. Essentially, both direct and indirect tax
revenues grew at a faster pace which may suggest
some informal sector coverage into the organized
sector and a rising tax base for the economy.
Important to note that gross tax to GDP ratio is
likely to have risen by 0.2% to 11.6% in FY18 and
the government is assuming a further
enhancement in this percentage to ~12.1% for
FY19. That said, there were one offs such that
lowered overall receipts for the government. The
government chose not to cut back expenditure in
the last quarter and instead unveiled a higher
deficit of 3.5% of GDP. Furthermore, the glide path
for fiscal deficit has also changed as now is
intended to be at 3.3% of GDP next year and
reach the target of 3% by FY21.

©2018 Deloitte Touche Tohmatsu India LLP.
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One of the major positives over the past few years
has been the declining inflation levels. Consumer
price inflation has in fact, fallen to multi year lows
during the last fiscal. This has been possible on
account of falling or stable global commodity
prices and better management of supply shortages
in the agrarian economy. That said, inflation
pressures have reversed over the last few months
as crude oil prices have started moving up and
favourable base effects have waned. Some
increase in food prices along with one time
revisions on account of pay revisions in the public
sector and housing rent allowance being revised
upwards have also led to rising inflation.

©2018 Deloitte Touche Tohmatsu India LLP.

The main challenges this year are likely to come in
the form of domestic demand pressures as growth
is likely to pick up combined with the added
uncertainty due to rising crude oil prices. Further
to this, the budget has announced 50% higher
MSP than cost even though there exists some
ambiguity on costs will be calculated. A higher
MSP generally tends to provide a floor for prices
thereby pushing inflation on food prices. As such,
we are likely to witness a year of higher inflation
and macroeconomic management due to these
challenges.
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With the anticipation of a further escalation in
global commodity prices, the space for monetary
maneuvering has become limited. The RBI has
been on hold over the last 5 months citing
concerns on inflation front as well as spill over
risks from global policy changes. Separately,
concerns on fiscal slippage have increased,
especially on account of implementation of farm
loan waivers, partial roll back of excise duty for
petroleum products, and a fall in revenue
collections due to uncertainty surrounding GST and
are likely to have implications for inflation. From a
global perspective, policy normalisation in
advanced economies and policy changes in the US
may further pose inflation risks. With these effects
likely, the space for monetary easing for the near
term remains limited.

©2018 Deloitte Touche Tohmatsu India LLP.

Looking ahead, the economy is likely to face risks
arising out of an anticipated increase in global
commodity prices, especially crude and possible
higher food prices. While the Reserve Bank of
India (RBI) is expected to retain a hawkish stance,
at least in the near term, the situation certainly
puts the central bank in a tight spot of pushing
economic activity while managing inflation.
Improving global growth conditions may further
add to inflationary pressures spiraling through
higher commodity prices. Expect the RBI to stay
on hold, though given the risks on inflation, the
possibility of a rate hike cannot be ruled out in the
second half of FY19.
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Trade remains a major component for India that
explains economic growth and have generated
enormous opportunities within the domestic and
international markets. Despite the many
opportunities, the continued changes and rapidly
evolving value chains in the global marketplace
have created a need for India to re-visit its trade
policies for a sustainable and balance growth.
Some of these measures encompass integration
into the global supply chains, generating cost
efficiency in products and creating greater scope of
product diversification and market expansion
among other things.
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Looking at the real data, the external sector has
remained rather muted despite the global economy
performing well on the growth front. While exports
have come out stronger in FY2016-17 and further
in FY2017-18 as compared to years of subdued
growth, the pace of export growth remains
volatile. Earlier, government estimates had
projected exports of goods and services to grow by
4.5% in FY17-18, the same as last year. However,
export growth is expected to clock in a
considerably higher growth as the global trade
cycle gains further strength.

behavior possibly came on the back of liquidity
constraints due to demonetization coupled with
lower compliance with the new indirect tax regime
wherein small exporters especially feared a loss in
competitiveness due to higher working capital
limits together with lengthy procedural
requirements. In contrast, total imports showed
considerable strength over the better part of the
year, growing at a double digit pace – maintaining
an average of 23% from Apr-Dec 2017 as
compared to an increase of merely 1.9% in
FY16-17.

Hard data suggests that export performance has
remained weak coming in at an average of 11.9%
during Apr-Dec 2017 compared to a much stronger
import rise. However, this still remains significantly
high in comparison to the growth of 5.4% recorded
for FY16-17. The relative weakness in exporting

Importantly, non-oil, non-gold (NONG) imports,
proxy for domestic demand, have seen a healthy
growth over the last year. Between Apr-Dec 2017,
it grew an average of 20% as compared to a 1%
rise over the previous full fiscal year.
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That said, growth in oil imports has marked an
upswing in the last six months to Dec’17 despite
having recorded some deceleration in the mid2017 period. In contrast, gold imports has
remained muted on a trend basis largely on
account of higher import duty while buyers have
been deterred by goods & services tax (GST) and
anti-money laundering legislation (AML) around
jewellery retail transactions. Overall trade deficit
has risen close to USD 117 billion between AprDec 2017 as compared to USD 78 billion in the
same period last year. Despite a continuous rise in
trade deficit, it is expected to remain under control
over the coming period as exports mark a rise on
the back of upswing in external demand and
diminishing impact of disruptions. India remains
cushioned by impressive investment inflows which

©2018 Deloitte Touche Tohmatsu India LLP.

puts India in more than a comfortable state to
finance the deficit. That said, India maintains a
surplus in trade of services that has in part helped
in containing CAD.
Stable long term flows coupled with high market
inflows have meant a further rise in FOREX
reserves which have increased to USD 400 billion
in the 1HFY2017-18 as compared to USD 370
billion FY2016-17.
While the budget hiked custom duties on a number
of items to boost manufacturing in India, we
expect it to have some dampening effect on
overall imports.

Indirect
Taxes

Litigation
Landscape

Regulatory
Landscape

Policy
Updates

Glossary

14

What’s in store for the INR

Economic
Indicators

Direct
Tax

©2018 Deloitte Touche Tohmatsu India LLP.

Apart from appreciating against the dollar, the
rupee has also appreciated against the currencies
of Indonesia, Brazil, and Turkey, while depreciating
against its peer nations like Thailand, and
Malaysia. Important to acknowledge is that REER
remain above 100 which suggests that the Indian
currency remains overvalued at current levels. We
believe that while the rupee will see some stability
in the near term but and depreciate orderly over
the year.
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The INR has shown tremendous strength over the
better part of 2017, especially looking at the past
trend when it had seen a fall for almost six years.
At the year end, the domestic currency broke
above the 64 handle coming in at 63.93 as of 29th
Dec 2017. The remarkable rise in INR valuation
over the last year could have been prompted
partly by internal election success that improved
domestic and international investment sentiment
while the much awaited international recognition
possibly boosted confidence. Beyond the optimism
around the strength of the current government,
other major factors that have driven currency’s
strength has been strong foreign flows, proactive
policy initiatives, and relative weakness in US
dollar. Investment through the FDI route in
2QFY18 rose further to USD 14.9 billion, taking the
cumulative inflow to USD 25.4 billion for the first
two quarters. For the entire year (2016-17), FDI
Inflows remain at a high of USD 43.5 billion, as
compared to USD 40 billion in FY16. This has likely
kept the rupee on a strong footing all through
the year.

*Jan value is as of 25 Jan'18
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The government has tried to address a number of
policy areas moving towards broader participation
by everyone in the economy to usher in inclusive
growth. In a move to push toward digital India,
use of blockchain technology to encourage digital
payments while setting up of a national
programme to encourage artificial intelligence for
development and provision of internet access to
villages are likely to act as a stimulator for
technical innovation. In terms of making
advancement towards the goal of achieving the
objectives of Digital India, 250,000 villages will get
optical fibre connectivity under Bharat Net
program and to further aid the process, the
government will work towards connecting another
150,000 villages under Bharat Net initiative.

©2018 Deloitte Touche Tohmatsu India LLP.

Beyond this, the announcement of a new Flagship
National Health Protection Scheme is a welcome
move which will provide health insurance cover of
INR 0.5 million per family per year.
Further thrust has been given to medical services
encompassing creation of health and wellness
centres, free dialysis services, and costless
essential drugs. With a clear focus towards
healthcare, the government seems to be
progressing towards universal health coverage.
Continuing on its earlier efforts, this seems to be a
budget aimed at the right direction.
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Further Growth
thrust has been given to medical services
Budget proposals: Preparing the ground for Sustainable
encompassing creation of health and wellness
• Proposed a unified regulator for the International Financial
Services
Centre
(IFSC)and
at GIFT
City in
centres,
free dialysis
services,
costless
Gujarat for better regulation and supervision of the financial
TheaGIFT
International
essentialentities.
drugs. With
clear (Gujarat
focus towards
Finance Tec-City) has been set up by the state government
as India’s
first IFSC seems
which to
brings
healthcare,
the government
be
together world class infrastructure, connectivity, people
and
technology
on
a
single
platform
for
progressing towards universal health coverage.
businesses across the world.
Continuing on its earlier efforts, this seems to be a
budget
aimedINR
at the
rightbillion
direction.
• Aim to move from black boards to digital board schools
by 2022.
1,000
allocated to
revitalization and upgradation of the education sector.
• New flagship national health protection scheme slated to provide health insurance cover of INR 0.5
million per family per year. The scheme will cover about 100 million vulnerable families with close to
500 million beneficiaries.
• Possible boost to services as the government intends to convert 10 popular tourist destinations into
iconic model destinations. Broader adoption can give a number of associated services a boost.
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Individuals/HUFs
•
There is no change in the tax slabs and tax
rates for individuals/HUFs. The levy of
surcharge continues. It is proposed to
substitute education, secondary and higher
education cess currently levied @ 3% with a
4% health and education cess from Financial
Year 2018-19 onwards.
Tax Rates
Income slabs (in INR)

Rate of Tax (%)

Up to 250,000

NIL

250,000 to 500,000

5

500,000 to 1,000,000

20

Above 1,000,000

30

©2018 Deloitte Touche Tohmatsu India LLP.

Notes
• For resident senior citizens (60 years and above
but less than 80 years) and very senior citizens
(80 years or more), the basic exemption limit
remains unchanged at INR300,000 and
INR500,000 respectively.
• Surcharge levy continues at 10% for individuals
/ HUFs having taxable income above
INR5,000,000 but not exceeding
INR10,000,000
• Surcharge will continue to be levied at 15% for
individuals/HUFs having total income above
INR10,000,000.
• Health and education cess is proposed @ 4% on
income tax (including surcharge if any)
• The maximum marginal rate increases by
0.345% i.e. from 35.535% to 35.88% where
taxable income is above INR10,000,000.
• These rates also apply to association of persons
and body of individuals
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Extending the benefit of tax-free withdrawal
from NPS to non-employee subscribers
[Section 10(12A)]
• Currently, an employee contributing to the NPS
is allowed an exemption in respect of 40% of
the total amount payable to him on closure of
his account or on his opting out. This exemption
was not available to non-employee subscribers.
• It is now proposed to extend the said benefit to
all NPS subscribers.
• The proposed amendment is applicable from
Assessment Year 2019-20.
Exemption from taxation of long term capital
gains invested in specified bonds [Section
54EC]
• Currently, exemption from capital gain tax is
available if the assessee invests the gains within
6 months of transfer of capital asset in specified
bonds redeemable after 3 years.

©2018 Deloitte Touche Tohmatsu India LLP.

•

It is proposed to allow benefit when the
redeemable period of specified bonds is 5 years.
Further it is also proposed to restrict the above
benefit only to capital gains arising from the
transfer of land or building or both.

Deduction in respect of interest earned by
senior citizen [Section 80TTA, 80TTB, 194A]
• Currently, a deduction up to INR10,000 is
allowed to all individuals in respect of interest
income from deposit accounts(not being time
deposits) held with any bank, co-operative
society and post office.
• It is proposed to allow a deduction up to
INR50,000 in respect of interest income from
deposits held with banks, co-operative society
and post office by senior citizens. No separate
deduction will be available under section 80TTA
for interest income from savings account for
senior citizens.
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•
•

•

The proposed amendment is applicable from
Assessment Year 2019-20.
Consequently, it is also proposed to raise the
threshold for deduction of tax at source on
interest income for senior citizens from
INR10,000 to INR50,000.
This is proposed to be applicable from 1 April,
2018.

Re-introduction of standard deduction and
withdrawal of exemption for transport
allowance and reimbursement of medical
expenses [Section 16 and 17]
• Currently there is no standard deduction
available for salaried employees. However,
exemption is respect of transport allowance
(INR19,200 per annum) and reimbursement of
medical expenses (INR15,000 per annum) is
available.
• It is now proposed to provide standard
deduction of INR40,000 or the amount of
salary, whichever is lower. However, the

©2018 Deloitte Touche Tohmatsu India LLP.

present exemption in respect of transport
allowance (except in case of differently abled
persons) and reimbursement of medical expenses
is proposed to be withdrawn.
Enhanced deduction with respect to medical
treatment of senior citizens and very senior
citizens for specified diseases [Section 80DDB]
• Under the existing provisions, deduction is
available to resident individuals and Hindu
Undivided Family (HUF) for any amount incurred
for the medical treatment of specified diseases
(i.e. specific neurological diseases, malignant
cancers, AIDS, etc). The deduction is limited to
INR60,000 for expenses relating to senior citizens
and INR80,000 with respect to very senior
citizens.
• It is now proposed, to enhance the above
deduction limit to INR100,000 uniformly for both
categories.
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Enhanced deduction for health insurance and
medical expenditure related to senior citizens
[Section 80D]
• Under the existing provisions, a maximum
deduction of INR30,000 is allowed to an
individual or Hindu undivided family for
payment towards health insurance premium
including INR5,000 towards preventive health
check-up for resident senior citizens.
Alternatively a deduction of INR30,000 is
allowed for payment towards medical expenses
relating to very senior citizens where there is no
insurance.
• It is now proposed to enhance the maximum
deduction in respect of the above to INR50,000.
The deduction for medical expenditure is now
extended to expenses relating to senior citizens.

©2018 Deloitte Touche Tohmatsu India LLP.

•

It is also proposed that in case of a single
premium health insurance policy, which has an
insurance cover for more than one year,
deduction for premium payment shall be
allowed on a proportionate basis for the number
of years for which the insurance cover is
provided.

Compensation on termination or modification
of employment [Section 2(24) (xviib),
Section 56(2)(xi)]
•
Currently, certain compensation in connection
with employment is out of the purview of
taxation leading to base erosion and revenue
loss.
•
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It is proposed that any compensation or other
payments due to or received by any person in
connection with the termination or the
modification of the terms and conditions of any
contract relating to his employment shall be
taxable under the head ‘income from other
sources’.
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Type of companies

Income upto INR
10 million

Above INR 10 million
upto INR 100 million

Above INR 100 million

Surcharge

Effective tax Surcharge
rate

Effective tax Surcharge
rate

Effective tax
rate

Domestic with turnover
(or gross receipts) not
exceeding INR 2,500
million in the FY 2016-17

Nil
(Nil)

26%
(30.90%)

7%
(7%)

27.82%
(33.06%)

12%
(12%)

29.12%
(34.61%)

New domestic
manufacturing*

Nil
(Nil)

26%
(25.75%)

7%
(7%)

27.82%
(27.55%)

12%
(12%)

29.12%
(28.84%)

Other domestic

Nil
(Nil)

31.20%
(30.90%)

7%
(7%)

33.38%
(33.06%)

12%
(12%)

34.94%
(34.61%)

Foreign Companies

Nil
(Nil)

41.60%
(41.20%)

2%
(2%)

42.43%
(42.02%)

5%
(5%)

43.68%
(43.26%)
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*Compliant with prescribed conditions under section 115BA
Note:
Health and education cess of 4% has been considered for determining the tax rates above.
For existing tax rates. Education cess and secondary and higher education cess of 3% has been considered.
Figures in bracket represent existing tax rates
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Retrospective amendments relating to ICDS [Section 36, Section 40A, Section 43AA, Section 43CB]
The central government had notified 10 ICDS under section 145 effective from assessment year 2017-18. In
order to bring certainty in the wake of recent judicial pronouncements on the issue of applicability of ICDS, it
is proposed that:
• Deduction in respect of marked to market loss or other expected loss shall be allowed only if it is computed
in accordance with the ICDS;
• Any gain or loss arising on account of any change in foreign exchange rates shall be treated as income or
loss, which shall be computed in the manner provided in ICDS. It is further proposed to provide that any
gain or loss arising on account of change in foreign exchange shall be in respect of all foreign currency
transactions including those relating to:− monetary items and non-monetary items;
− translation of financial statements of foreign operations;
− forward exchange contracts;
− foreign currency translation reserves.
• Profits arising from a construction contract or a contract for providing services shall be determined on the
basis of percentage of completion method. In case of certain contract for providing services, the profits and
gains shall be determined as under:
− where contract duration is less than 90 days, on project completion method;
− where contract involves indeterminate number of acts over a specified period of time, on straight line
method
It is also proposed that, the contract revenue shall include retention money and the contract cost shall not
be reduced by any incidental interest, dividend and capital gains.
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This amendment is proposed with retrospective effect from assessment year 2017-18.
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Amendment of section 145A
• Currently, ICDS II applies to valuation of inventories and ICDS VIII deals with securities held as stock in
trade.
• In line with ICDS II and ICDS VIII, it is proposed that the valuation of inventory shall be made at lower of
actual cost or net realizable value computed in the manner provided in ICDS notified.
• It is proposed that inventory being securities not listed, or listed but not quoted, on a recognised stock
exchange, shall be valued at actual cost initially recognised in the manner provided in ICDS notified.
• It is proposed that inventory being listed securities, shall be valued at lower of actual cost or net realisable
value in the manner provided in ICDS notified and for this purpose the comparison of actual cost and net
realisable value shall be done category-wise.
• It is also proposed that the valuation of purchase and sale of goods or services and of inventory shall be
adjusted to include the amount of any tax, duty, cess or fee actually paid or incurred by the taxpayer to
bring the goods or services to the place of its location and condition as on the date of valuation.

Indirect
Taxes
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Interest on compensation or enhanced compensation, claim for escalation in price or export
incentives and income from assistance in the form of subsidy or grant or cash incentive or duty
drawback or waiver or concession or reimbursement [Section 145B]
• Currently, ICDS IV deals with recognition of revenue. ICDS VII deals with the treatment of Government
grants.
• It is proposed to insert new section 145B to provide that:
• In line with ICDS IV, the claim for escalation of price in a contract or export incentives shall be deemed to
be the income of the previous year in which reasonable certainty of its realisation is achieved.
• In line with ICDS VII, income from assistance in the form of subsidy or grant or cash incentive or duty
drawback or waiver or concession or reimbursement shall be deemed to be the income of the previous year
in which it is received, if not charged to income tax for any earlier previous year.
• Interest received by tax payer on compensation or on enhanced compensation, shall be deemed to be the
income of the year in which it is received.
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Exemption of capital gains in relation to certain transactions on a recognised stock exchange
located in IFSC [Section 47]
In order to promote the development of world class financial infrastructure in India, it is proposed to provide
exemption for transfer of the following assets by a non-resident on a recognised stock exchange located in
any IFSC, if the consideration is paid or payable in foreign currency:
• Specified bond or Global Depository Receipt; or
• Rupee denominated bond of an Indian company; or
• Derivative.

Indirect
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Measures to promote International Financial Services Centre (‘IFSC’) [Section 115JC and
section 115JF]
• Currently, in case of a corporate person, a unit located in IFSC and deriving income solely in convertible
foreign exchange is subject to minimum alternate tax at a concessional rate of 9%.
• In case of a non-corporate person also it is proposed to charge the alternate minimum tax at the rate of
9% to a unit located in IFSC and deriving income solely in convertible foreign exchange.

©2018 Deloitte Touche Tohmatsu India LLP.

Litigation
Landscape

Regulatory
Landscape

Policy
Updates

Glossary

27

Corporate Tax

Economic
Indicators

Presumptive Tax

Direct
Tax

Presumptive income in case of goods carriage [Section 44AE]
The existing provisions provide for a presumptive income of INR7,500 per month or part there of or the actual
amount claimed to be earned by the assesse whichever is higher for carriage of goods. This provision is
applicable to all assesses not owning more than 10 goods carriages at any time during the previous year. The
benefit is currently being availed by large sized transporters owning not more than 10 goods carriages.

Indirect
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Considering that the intent of this provision was to give benefit to small transporters to reduce their
compliance burden, a separate category of heavy vehicles (more than 12 MT gross vehicle weight) is being
introduced. The presumptive income for this category would deemed to be INR1,000 per ton of gross vehicle
weight or unladen weight per month or part of the month for each goods vehicle. For the vehicles other than
heavy goods vehicle, the existing presumptive taxation would continue.
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Tax on income distributed to unit holders of an equity oriented fund [Section 115R]
• Currently, section 115R provides that any income distributed by a specified company or mutual fund to its
unit holders shall be chargeable to tax in the hands of such company or mutual fund on the distributed
income. However, distribution of income by equity oriented fund to its unit holders is not subject to any
additional tax.
• It is now proposed that any income distributed by a mutual fund being an equity oriented fund shall be
subject to an additional tax of 10% on the income so distributed.
• This amendment is proposed with effect from 01 April 2018.

Indirect
Taxes

Application of Dividend Distribution Tax to Deemed Dividend [Section 2(22)(e)]
• Currently, deemed dividend in the nature of loans and advances given by a company in which public are
not substantially interested to certain shareholders is taxed in the hands of the recipient at applicable rate
of tax. Such deemed dividend was excluded from the scope of dividend distribution tax in the hands of
company providing such loans and advances.
• It is now proposed to include such deemed dividend under the scope of dividend distribution tax under
Section 115-O at the rate of 30% without grossing up.
• This amendment is proposed to be applicable to all such transactions of deemed dividend undertaken on or
after 01 April 2018.
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Introduction of deduction in respect of certain income of Producer Companies [Section 80PA]
It is proposed to provide 100% deduction of profits and gains derived from eligible business to Producer
Companies having a total turnover upto INR 1,000 million.

Indirect
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“Eligible business” is proposed to mean:• the marketing of agricultural produce grown by its members, or
• the purchase of agricultural implements, seeds, livestock or other articles intended for agriculture for the
purpose of supplying them to its members, or
• the processing of the agricultural produce of its members
The proposed deduction shall be allowed from the gross total income as reduced by deductions under other
provisions of Chapter VIA.
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Trading in agricultural commodity derivatives [Section 43]
Currently, trading in commodity derivatives carried out in a recognised association, which is chargeable to CTT
is considered as a non-speculative transaction. However, since CTT is not applicable in case of agricultural
commodity derivatives, such transactions are held to be speculative transactions.
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In order to encourage participation in trading of agricultural commodity derivatives, it is proposed to provide
that a transaction in respect of trading of agricultural commodity derivatives (which is not chargeable to CTT)
in a recognised association, will also be treated as non-speculative transaction.
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The proposed amendment is applicable from assessment year 2019-20.
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Taxation of compensation in connection to business [Section 28(ii)]
As per the existing provisions, certain types of compensation receipts are taxable as business income.

Indirect
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It is now proposed to tax any compensation or other payment due to or received by any person, in connection
with the termination or the modification of the terms and conditions of any contract relating to its business as
business income.

Litigation
Landscape

Conversion of stock-in-trade into capital asset [ Section 2(24), Section 2(42A), Section 28 and
Section 49]
• Unlike section 45 which provides for taxability on conversion of capital asset into stock-in-trade, currently
there is no provision to tax conversion of a stock-in-trade into capital asset.
• It is now proposed to provide symmetrical treatment by way of taxing conversion of a stock in trade into
capital asset as business income under section 28 at the fair market value as on date of conversion as
determined in the prescribed manner.
• Further, section 2(42A) is amended by inserting provision to consider period of holding on transfer of such
converted capital asset from the date of its conversion and section 49 is amended by inserting provision to
consider the cost of acquisition as the fair market value on date of conversion.
• This amendment is proposed with effect from assessment year 2019-20.
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Widening the scope of ‘business connection’ [Section 9(1)(i)]
Aligning with modified PE Rule as per MLI
Under the existing provisions, if any person acting on behalf of the non-resident is habitually authorised to
conclude contracts for the non-resident, then, such agent would constitute a business connection.
Based on the recommendations under BEPS Action Plan 7, the scope of dependent agent PE under DTAA is
widened by MLI, to which India is also a signatory.
It is proposed to amend the term ‘business connection’ to align it with the provisions in the DTAA. Business
connection shall also include any business activities carried through a person who, acting on behalf of the nonresident, habitually concludes contracts or habitually plays the principal role leading to conclusion of contracts
by the non-resident and the contracts are:
i.
in the name of the non-resident; or
ii.
for the transfer of the ownership of, or for the granting of the right to use, property owned by that nonresident or that the non-resident has the right to use; or
iii. for the provision of services by that non-resident.
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Widening the scope of ‘business connection’ [Section 9(1)(i)]
‘Business connection’ to include ‘significant economic presence’
The existing provisions provides for physical presence based nexus rule for taxation of business income of the
non-resident in India. Therefore, emerging business models such as digitized businesses, which do not require
physical presence of itself or any agent in India, is not covered within the scope of existing provisions.
It is proposed to clarify that 'significant economic presence' of a non-resident in India shall constitute
'business connection'. Significant economic presence shall mean:
i.
any transaction in respect of any goods, services or property carried out by a non-resident in India
including provision of download of data or software in India if the aggregate of payments arising from
such transaction or transactions during the previous year exceeds the amount as may be prescribed; or
ii.
systematic and continuous soliciting of its business activities or engaging in interaction with such number
of users as may be prescribed, in India through digital means.
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The transactions or activities shall constitute significant economic presence in India, whether or not the nonresident has a physical presence in India or renders services in India. Only so much of income as is
attributable to such transactions or activities shall be deemed to accrue or arise in India.
The existing tax treaties would not be impacted by the concept of significant economic presence, however
attempts will be made to include this concept in the future Indian tax treaties.
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Royalty and FTS payment made by the NTRO to a non-resident to be tax-exempt [Section 10(6D)]
Currently, there is no exemption provided for income received from NTRO by way of royalty or fees for
technical services.
Considering the business exigencies of the NTRO, it is proposed that income arising to a non-resident from
NTRO by way of royalty or FTS for services rendered in or outside India will be exempt from income tax.
Exemption of income of foreign Company from sale of leftover stock of crude oil [Section 10(48B)]
Currently, any income accruing or arising to a foreign company on account of sale of leftover stock of crude oil
after the expiry of the agreement or arrangement is exempt from tax subject to conditions as may be notified
by the Central Government. The benefit of said exemption is not available in case of termination of the said
agreement or the arrangement.
It is proposed to extend the above benefit even if the agreement or the arrangement is terminated in
accordance with the terms mentioned therein.
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The proposed amendment is applicable from assessment year 2019-20.
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No MAT on foreign companies involved in shipping business, exploration, etc. of mineral oil,
operation of aircraft, civil construction, etc. in turnkey power projects [Section 115JB]
• A clarificatory amendment is proposed under MAT provisions to exclude foreign companies involved in
shipping business, exploration, etc. of mineral oils, operation of aircraft, civil construction, etc. in turnkey
power projects offering income to tax under specific provisions of section 44B or section 44BB or section
44BBA or section 44BBB if total income solely includes income from businesses referred to in said sections.
This retrospective clarification is helpful to settle litigation on applicability of MAT to non-residents taxed on
presumptive income under these sections.

•

This amendment is proposed with retrospective effect from assessment year 2001-02.
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Facilitating insolvency resolution [Section 79, Section 115JB and Section 140]
• Currently, under section 79 losses of a closely held company are allowed to be carried forward and set off
only if shareholders beneficially holding at least 51% of voting power on the last day of the previous year in
which loss was incurred continues to hold till the last day of the previous year.
• Restructuring of companies seeking resolution under Insolvency and Bankruptcy Code, 2016 generally
involves change in beneficial shareholding beyond 49% and this acts as a hurdle for rehabilitation of such
companies.
• It is proposed to provide relief to such companies which are under insolvency resolution by relaxing the
rigors of section 79 such that losses shall not lapse despite change in beneficial shareholding of more than
49%. However, this respite shall be available after affording a reasonable opportunity of being heard to the
jurisdictional Principal Commissioner or Commissioner. This amendment is proposed with effect from
assessment year 2018-19.
• Currently, MAT is levied on book profit of companies after deducting the amount of loss brought forward or
unabsorbed depreciation, whichever is less. The aforesaid restriction is as an obstacle for rehabilitating
companies seeking insolvency. Accordingly, it is proposed that while computing book profits, for companies
under insolvency, aggregate of unabsorbed depreciation and loss brought forward will be allowed as a
deduction. The amendment is proposed with effect from assessment year 2018-19.
• It is also proposed to amend section 140 to provide that the return of income filed on or after 1 April 2018
by a company under insolvency shall be verified by an insolvency professional appointed by the
Adjudication Authority under the Insolvency and Bankruptcy Code 2016.
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Promotion of start-ups [Section 80-IAC]
Currently, deduction of 100% of the profits and gains derived from eligible business is available to a start-up for
any three consecutive assessment years out of seven years beginning from the year in which the eligible start
up is incorporated, subject to prescribed conditions. The term ‘Eligible start up’ has been defined to mean a
company or LLP engaged in eligible business which fulfills the following conditions, namely:
• It is incorporated on or after 1 April 2016 but before 1 April 2019;
• The total turnover of its business does not exceed INR 250 million in any of the financial years beginning on
or after 1 April 2016 and ending on 31 March 2021; and
• It holds a certificate of eligible business from the Inter-Ministerial Board of Certification as notified in the
Official Gazette by the Central Government.
‘Eligible business’ for the purpose of claiming the above tax holiday benefit has been defined to mean a business
which involves innovation, development, deployment or commercialisation of new products, processes or
services driven by technology or intellectual property.
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It is now proposed to improve the effectiveness of the scheme for promoting start-ups in India, by make
following changes in the taxation regime for start-ups:—
• The benefit will also be available to start-ups incorporated on or after 1 April 2019 but before 1 April 2021;
• The requirement of the turnover not exceeding INR 250 million will apply to seven previous years
commencing from the date of incorporation;
• The definition of ‘eligible business’ has been expanded to provide that the benefit will be available to start-ups
engaged in innovation, development or improvement of products or processes or services, or a scalable
business model with a high potential of employment generation or wealth creation.
The proposed amendment is applicable from assessment year 2018-19.
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Tax on transfer of immovable property [Section 43CA, Section 50C and Section 56(2)(x)]
• Currently, while taxing income from capital gains (section 50C), business profits (section 43CA) and other
sources (section 56) arising out of transactions in immovable property, the sale consideration or stamp duty
value, whichever is higher is adopted. The difference is taxed as income both in the hands of the purchaser
and the seller.
• In order to minimize hardship in case of genuine transactions in the real estate sector, it is proposed to
provide that no adjustments shall be made in a case where the variation between stamp duty value and the
sale consideration is not more than five percent of the sale consideration. These amendments are proposed
with effect from assessment year 2019-20.
Transactions between holding and subsidiary [Section 56(2)(x)]
Certain transactions between the holding and subsidiary company are not treated as transfer for the purpose
of section 47. Currently, such transactions are not excluded from the scope of section 56(2)(x). It is proposed
to exclude these transactions from the scope of section 56(2)(x).
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This amendment will apply to the transactions made on or after April 1, 2018.
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Rationalisation of tax incentive scheme for employment generation [Section 80JJAA]
• Currently, a deduction of 30% is allowed for three years in addition to normal deduction of 100% in
respect of emoluments paid to eligible new employees who have been employed for a minimum period of
240 days during the year.
• The minimum period of employment was relaxed to 150 days in the case of apparel industry. It is now
proposed to extend this relaxation to footwear and leather industry.
• It is further proposed to rationalize this deduction of 30% by allowing the benefit for a new employee who
is employed for less than the minimum period of 240 days or 150 days, as the case may be, during the first
year but continues to remain employed for the said minimum period in subsequent year.
Rationalisation of provisions relating to certain domestic companies [Section 115BA]
• Currently, section 115BA provides concessional tax rate of 25% (for income other than certain types of
capital gains) to a newly set up domestic company engaged in business of manufacturing, production,
research or distribution referred to therein, subject to fulfillment of certain conditions.
• There are certain incomes which are subject to a scheduler tax at a rate which is lower or higher than 25%.
• It is proposed to amend section 115BA so as to clarify that certain income which are at present taxed at
scheduler rate will continue to be so taxed.
• This amendment is proposed with retrospective effect from the assessment year 2017-18.
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Rationalisation of provisions of Section 115BBE
• Currently, income referred to in section 68 to section 69D, whether reflected in the return of income of the
taxpayer or determined by the Assessing Officer, is taxed at a higher rate of 60%.
• In case, such income is reflected in the return of income, no deduction in respect of any expenditure or
allowance or set-off of any loss is allowed under any provision of the Act.
• It is proposed that no deduction in respect of any expenditure or allowance or set-off of any loss will be
allowed for income determined by the Assessing Officer also.
• This amendment is proposed with retrospective effect from 1 April 2017 i.e. assessment year 2017-18.
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Country by Country (CbC) Reporting provisions
• The Finance Bill 2018-19 has proposed certain clarificatory amendments to the CbC reporting provisions
under Section 286, to align with the OECD BEPS Action 13 recommendations. These amendments are
effective April 1, 2017.
Indian headquartered International Groups
• A parent entity resident in India will be required to file the CBC report in India by the extended due date of
12 months from the end of the reporting accounting year, as against the due date of filing the return of
income.
− Due date was already extended to 31 March 2018 for the Financial Year 2016-17, now applicable for all
going forward years
− The Master File due date continues to be the due date of filing the return of income i.e. 30 November
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Overseas headquartered International Groups
• An additional condition has been introduced for mandating Indian constituent entity of the overseas
headquartered group to file its CbC report in India, where its parent has no obligation to file the CbC report
in its jurisdiction.
• As per the original provisions of sec 286(4), an Indian filing requirement was not triggered if there existed
either the DTAA between India and the parent’s jurisdiction or a notified agreement for exchange of the
CbC report. The definition of agreement has now been amended to include a combination of both, the DTAA
and an agreement for exchange of CbC report (eg. MCAA) notified by the Central Government.
• The due date for furnishing the CbC report has been changed to 12 months from the end of reporting
accounting year as against the earlier return filing due date
• Where an Indian constituent entity is required to file the CbC report in India and the group has appointed
an Alternate Reporting Entity (ARE), in addition to satisfaction of the specified conditions, the ARE was
required to file the CBC report in its jurisdiction before the India due date to avoid a secondary filing
obligation in India. It has now been clarified that if the ARE files the CbC report on or before the due date
prescribed in its own jurisdiction, it would not be required to file the CbC report in India.
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Tax on Long Term Capital Gains [Section 112A]
• Under the existing provisions, long term capital gains arising from transfer of equity shares of a listed
company, an unit of equity oriented fund or a business trust is exempt from Income Tax under Section
10(38) subject to satisfaction of certain conditions i.e. payment of STT at the time of sale and acquisition
except few acquisitions covered by notification.
• It is now proposed to withdraw such exemption and introduce a new Section 112A to provide that long
term capital gains (in excess of INR 0.1 million) arising on transfer of equity shares of a listed company, an
unit of equity oriented fund or an unit of a business trust shall be taxed at 10% (without indexation). This
is applicable for all taxpayers including FII.
• Concessional rate of 10% shall be applicable to such long term capital gains if:
− In case of equity shares – where STT has been paid at the time of acquisition and transfer; and
− In case of a unit of equity oriented fund and business trust - STT has been paid at the time of transfer
(Requirement of payment of STT not applicable if transfer is undertaken on recognized stock exchange
located in IFSC and consideration of such transfer is received in foreign currency).
• Central government to notify nature of acquisition to which the condition of STT being paid at the time of
acquisition does not apply.
• Further, it is provided that cost of acquisition in respect of long term capital asset being equity share of a
company, unit of a equity oriented fund or business trust acquired by assessee prior to 01 February 2018,
shall be higher of the following –
− Actual cost of acquisition; and
− Lower of –
− Fair market value; and
− Full value of consideration received or accruing as result of transfer
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Circumstances

Fair market value

In case where capital asset is listed on recognized
stock exchange

Highest price of capital asset quoted on such
exchange on 31 January 2018

In case there is no trading in such asset on such
exchange on 31 January 2018

Highest price of such asset on such exchange on a
date immediately preceding 31 January 2018 when
such asset was traded

In case where a unit is not listed on recognized stock
exchange

Net asset value of such asset as on 31 January 2018

•
•

Benefit of deduction under Chapter VIA shall be allowed from gross total income as reduced by such capital
gains. Similarly, rebate under Section 87A shall be allowed from income tax as reduced by such 10%
capital gains tax.
This amendment will take effect from 01 April 2019 and will accordingly apply in relation to assessment
year 2019-20 and subsequent assessment years.
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Widening the scope of Accumulated profits for the purposes of Dividend [Section 2(22)]
• Section 2(22) provides for inclusive definition of dividend to include distribution of accumulated profits
(whether capitalized or not) by a company to its shareholders.
• Explanation 2 to Section 2(22) provides definition of the term ‘accumulated profits’ to include all profits of
the company up to the date of distribution or payment or liquidation, subject to certain conditions.
• In order to prevent companies from adopting abusive arrangements to escape tax on distributed profits, it
is now proposed to widen the scope of ‘accumulated profits’ to provide that in case of an amalgamated
company, its accumulated profits, whether capitalized or not, or losses shall also include accumulated
profits of the amalgamating company as on the date of amalgamation.
• This amendment is proposed with effect from assessment year 2018-19.
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Rationalization of prima-facie adjustments during processing of return of income [Section 143]
• Currently, while processing of income tax return, prima-facie addition is to be made for the income
appearing in Form 26AS or Form 16A or Form 16 which has not been included in the total income.
• With a view to restrict the scope of adjustments, it is proposed to delete this adjustment.
• The above amendment will apply from assessment year 2018-19.
New scheme for scrutiny assessment [Section 143]
• New scheme is proposed to be introduce to eliminate the interface between the Income tax department and
the tax payer.
• The Central Government may direct that any provisions of the Act relating to assessment shall not or shall
apply with such exceptions, modifications and adaptations as may be specified.
• It is also proposed that every notification issued in respect of the aforesaid scheme shall be laid down
before each House of the Parliament as soon as may be.
• The above provision will take effect from 1 April 2018.
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Application for Permanent Account Number in certain cases [Section 139A]
• It is proposed that every person not being an individual, which enters into a financial transaction of an
amount aggregating INR 250,000 or more in a financial year shall be required to apply for Permanent
Account Number.
• It is further proposed that the managing director, director, partner, trustee, author, founder, karta, chief
executive officer, principal officer or office bearer or any person competent to act on behalf of such entities
shall also apply for Permanent Account Number.
• The above amendment will apply from 1 April 2018.

Deductions in respect of certain incomes not to be allowed unless return is filed by the due date
[Section 80AC]
• Currently no deduction is admissible under specified provisions unless the return of income is furnished on
or before the due date for filing the return of income.
• It is now proposed that any deduction under the heading “C.—Deductions in respect of certain incomes” in
Chapter VIA shall be available only if the return of income is filed by the due date.
• The proposed amendment is applicable from assessment year 2018-19.
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Restriction on exemption in case of exempt entities [Section 10(23C)]
Currently, income of charitable trusts, educational and medical institutions are exempt from tax if it applies its
income, or accumulates it for application, wholly and exclusively to the objects for which it is established.
There are no restrictions on cash payments and no checks on whether such trusts or institutions follow the
TDS provisions.
It is now proposed that for the purposes of determining the application of income, restrictive provisions on
cash payments, and provisions in relation to non-deductibility of certain expenses on non-deduction/nonpayment of TDS shall apply to these institution.
Rationalisation of prosecution provisions for failure to furnish return [276CC]
Currently prosecution provisions for failure to furnish return of income do not apply to a person where the tax
payable by him on the total income determined on regular assessment as reduced by the advance tax and
TDS, does not exceed INR3,000.
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In order to prevent abuse of this provision by shell companies or by companies holding Benami properties, it
is proposed that the above threshold for prosecution shall not apply in respect of a company.
The proposed amendment is applicable from 1 April 2018.
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Commodities Transaction Tax (CTT)

Indirect
Taxes

Clause (7) of Section 116 of the Finance Act 2013 defines “taxable commodities transaction” as a
transaction of “sale of commodity derivatives” in respect of commodities, other than agricultural
commodities, traded in recognised association. In order to align the definition of “taxable commodities
transaction” with instruments allowed for transaction in commodity derivatives, the definition has been
amended to include “options on commodity derivatives” too.

Regulatory
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Corresponding changes have been made to Section 117 of the Finance Act 2013 to provide the rate of
CTT on sale of such option / sale of such option where option is exercised.
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It is further proposed to amend the provisions of section 118 so as to include the value of taxable
commodities transaction, being option on commodities, chargeable under section 117.
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The proposed amendments are applicable from Assessment Year 2018-19.
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• Central Excise
• Service Tax
• Goods and Services Tax

©2018 Deloitte Touche Tohmatsu India LLP.

Direct
Tax

Indirect
Taxes

Litigation
Landscape

Regulatory
Landscape

Policy
Updates

Glossary

51

Customs Duty

Economic
Indicators

Direct
Tax

Changes in Customs Act, 1962
Following changes will be effective from the date
of enactment of the Finance Bill 2018
• Scope of Customs Act has been expanded to
include any offense or contravention committed
under this Act, outside India, by any person
Definitions
• Definition of ‘assessment’ has been amended to
clarify that the scope includes factors such as
classification, valuation, exemption or
concession, quantity, weight & measure, origin
and any other specific factor which impact the
computation of Customs duty
• Name of Central Board of Excise and Customs
has been changed to Central Board of Indirect
Taxes and Customs
• Definition of ‘Indian custom waters’ has been
amended to extend its limit to ‘Exclusive
Economic Zone’ of India
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Measures introduced to reduce litigation and
timely disposal of matters – Changes in
Section 28
• Pre-notice consultation to be made before the
issuance of Show Cause Notice (SCN) in all
cases not involving fraud, mis-representation,
etc.
• Provision inserted for issuance of
supplementary SCN in circumstances to be
notified
• Adjudication proceedings to be completed
within defined time frame (i.e. six months/one
year for SCN issued invoking normal/extended
period respectively) in relation to SCN issued
post enactment of Finance Bill, 2018. The
period of adjudication can be extended by
further six months/one year respectively by
senior officers.
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•

•

In case the adjudication proceedings are not
completed even within the extended time
frame, it shall be deemed as if no notice had
been issued
Defined time frame for adjudication not
applicable in specified circumstances, such as
similar matter pending before higher
authorities, interim stay granted by higher
authorities etc.

Measures to smoothen dispute resolution
process - Changes in Advance Rulings
mechanism
• The scope of advance ruling has been expanded
to include matters beyond mere determination
of duty and mandatory requirement of
application to relate to only a proposed activity
has been done away with
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•
•
•
•

Definition of ‘applicant’ has been broadened to
include amongst others an IEC holder and
person exporting any goods to India
Application for advance ruling will be made to
Customs Authority for Advance Rulings (CAAR)
from the date of its formation
CAAR needs to pass an order within a period of
3 months from the date of receipt of application
The order passed by CAAR shall be appealable
before the appellate authority (which shall be
Authority for Advance Ruling constituted under
Section 245-O of the Income Tax Act, 1961)
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Trade Facilitation Measures
• To align the Customs Act with commitments of
Central Government under Trade Facilitation
Agreement, Board has been empowered to make
provisions for following:
− Maintain transparency in import and export
documentation and procedure; or
− Expedite clearance or release of goods
entered for import or export; or
− Reduce the transaction cost of clearance of
importing or exporting goods; or
− Maintain balance between customs control
and facilitation of legitimate trade
• Provision has been inserted in Customs Act,
empowering Central Government to enter into
reciprocal arrangement with
Government/competent authorities of foreign
countries, for exchange of information to
facilitate trade and broaden the scope of
investigations under the Customs Act
• A facility of electronic cash ledger for making
payment of duty in advance has been introduced
(to be effective from a date to be notified)
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Others
• The facility for provisional assessment has also
been extended to export consignments
• Enabling provisions have been introduced in
Customs Act to exempt goods imported or reimported after export, for repair, further
processing or manufacture
• Section 99A inserted to provide for audit under
Customs Act
• Commissioner (Appeals) has been specifically
granted the power to remand back the matters
to original adjudicating authority in specified
cases. This amendment has been made to
overcome the judgement of Punjab & Haryana
High Court in the matter of Commissioner of
Customs, Amritsar vs. Enkay (India) Rubber Co.
Pvt. Ltd. [2008 (224) ELT 393 (P&H)]
• Provision introduced in Customs Act to provide
legal backing for risk based selection of selfassessment through customs automated system
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•

Redemption fine under Section 125 of the
Customs Act cannot be imposed, once the
adjudication proceedings has been concluded
under Section 28 of the Act on suo-moto
payment of duty, interest and reduced penalty,
as the case may be
Modes for service of notice/order has been
expanded to include speed post, courier and
registered email. This amendment has been
made to align with the similar provisions under
Central Goods & Services Tax Act, 2017
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Changes in Customs Tariff Act, 1975
Following changes will be effective from the date
of enactment of the Finance Bill 2018
• For goods deposited in a warehouse post import
and sold to any person before clearance for
home consumption, the value for calculating the
Integrated GST and Compensation cess at time
of filing Bill of Entry for home consumption,
shall be higher of the following:
− import value under Section 14 of the
Customs Act and duties of Customs; or
− transaction value (i.e. consideration for sale
of such goods)
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Import Duty
Rate Changes (effective from 2 February
2018)
• Peak rate of BCD maintained at 10%
• Education cess and secondary and higher
education cess levied at 2% and 1%
respectively have been abolished
• Social Welfare Surcharge (SWS) @10% to be
levied on import of goods, except notified
items, on aggregate customs duties excluding
IGST and Compensation cess
• SWS at a reduced rate of 3% applicable on
import of Motor spirit, diesel, silver & gold
• Specified goods exempted earlier from levy of
EC and SHEC will remain exempted from SWS
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BCD increased on following goods

Description of goods

Indirect
Taxes

Up to
01 February 2018

From
02 February 2018

Crude edible vegetable oils

12.5%

30%

Refined edible vegetable oil

20%

35%

Orange Juice

30%

35%

Miscellaneous food preparations (such as soft drink concentrates, 30%
custard powder, food flavouring material etc)

50%

Spark Ignition engines (CTH 8407), Compression Ignition
engines (CTH 8408) & parts (CTH 8409) meant for motor
vehicles falling under CTH 8702, 8703, 8704 & 8711

7.5%

15%

Crank shafts for engines under CTH 8407 & 8408 meant for
motor vehicles falling under CTH 8702, 8703, 8704 & 8711

7.5%

15%

USB Cable for cellular mobile phone

7.5%/10%

15%
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BCD increased on following goods

Description of goods

Indirect
Taxes

Up to
01 February 2018

From
02 February 2018

LCD/LED/OLED Panels for TVs /other parts of LCD/LED/OLED TVs 7.5%/10%

15%

Specified goods for manufacture of LCD and LED TV panels of
CTH 8529

Nil

10%*

Motor vehicles for transportation of persons (10 or more) or
goods, if imported in Completely Knocked Down (CKD) condition

10%

15%

Motor vehicles for transportation of persons (10 or more) or
goods, other than above

20%

25%
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Motor cars and other motor vehicles for passenger transportation 10%
(below 10 persons), if imported as CKD kit with engine, gearbox
and transmission mechanism not in a pre-assembled form

15%

Motor cycles (including mopeds) and cycles fitted with auxiliary
motor, if imported as a CKD with engine, gearbox and
transmission mechanism not in a pre-assembled form

10%

15%

Parts & Accessories of motor vehicles of CTH 8702 to 8704

10%

15%
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BCD increased on following goods

Description of goods
Parts & accessories under 8714 10 (i.e. parts of motor cycles
including mopeds)

Indirect
Taxes

Up to
01 February 2018

From
02 February 2018

10%

15%

Specified furniture items (seats, mattresses and other furniture & 10%
parts thereof) except solar lantern or lamps

20%

Specified cosmetics & toiletries (Perfumes, sunscreen, face
powders etc)

10%

20%

Bus and Lorry Radial Tyres

10%

15%

Footwear, Sunglasses, wrist watches & specified clocks

10%

20%

Cut and polished coloured gemstones, diamonds including nonindustrial diamonds

2.5%

5%

Woven Fabrics of silk or silk waste

10%

20%

Telephones for cellular networks or other wireless networks

15%

20%

Side key of cellular mobile

7.5%

15%
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BCD increased on following goods

Description of goods

Indirect
Taxes

Up to
01 February 2018

From
02 February 2018

Specified goods for use in manufacture of cellular mobile phones
and Specified parts/ sub-parts/ accessories of cellular mobile
phones

10%

15%

Printed circuit board assembly (PCBA), Moulded plastics of
charger or adaptor of cellular mobile phones

Nil

Static convertors and rectifiers (except dip bridge rectifiers)

10%

15%

Electrical ignition or starting equipment for spark-ignition or
compression-ignition internal combustion engines, generators
and cut-outs used with such engines

7.5%

15%

Wrist wearable devices

10%

20%

Machines for reception, conversion and transmission of voice
images and other data

10%

20%

Parts of machines for reception, conversion and transmission of
voice images and other data

10%

15%

Microphones and stands, wired headset, audio frequency electric
amplifiers, certain aerials and aerial reflectors

10%

15%
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BCD decreased on following goods

Description of goods

Cashew nuts in shell

Up to
From
01 February 02 February
2018
2018
5%

Solar tempered glass
5%
or solar tempered
(anti-reflective coated)
glass for use in
manufacture of solar
cells/panels/modules
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2.5%
Nil

Export Duty
Amendment in Export Tariff
Export duty at the rate of 20% prescribed on
certain carbon electrodes used for furnaces by
amending the Export Tariff. However, exemption
from payment of export duty on the said goods
provided by way of a separate notification
Miscellaneous Changes
• The existing Road Cess (levied at INR6 per litre)
on Petrol and High Speed Diesel has been
replaced with the new Road and Infrastructure
Cess (to be levied at INR8 per litre). However,
the total duty incidence on import of both the
products remains the same as a corresponding
reduction (of INR2) has been made in CVD
levied in lieu of basic excise duty
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Changes in the Central Excise Act and Rules
With the introduction of the Goods and Services
Tax (GST) regime in July 2017, the excise duties
have been subsumed in GST.
The Central Excise duties are now applicable only
to limited number of petroleum products.
Accordingly, no changes have been proposed in
the Central Excise Act, 1944 or Rules made
thereunder (including the CENVAT Credit Rules,
2004)
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Changes in the Central Excise Tariff
Following changes will be effective from 2 February
2018:
Duty structure of motor spirit (i.e. petrol) and high
speed diesel oil has been changed while the total
duty incidence on both the products continues to
remain the same. The changes have been made as
under:
• Road Cess levied at Rs. 6 per litre replaced with
levy of Road and Infrastructure Cess (R&I Cess)
at Rs. 8 per litre
• A corresponding reduction of Rs. 2 per litre in
Basic Excise duty levied on both products
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The new rate structure for petrol and diesel will be as under:
Product

Upto 1 February, 2018

(INR Per litre)

From 2 February, 2018

BED

Road
Cess

SAED

Total ED

BED

R&I Cess

SAED

Total ED

Branded Petrol

7.66

6

7

20.66

5.66

8

7

20.66

Unbranded
Petrol

6.48

6

7

19.48

4.48

8

7

19.48

Branded Diesel

10.69

6

1

17.69

8.69

8

1

17.69

Unbranded
Diesel

8.33

6

1

15.33

6.33

8

1

15.33

•

Exemption from R&I Cess has been granted to
specified categories of ethanol blended petrol
and diesel blended with bio-diesel subject to the
condition that applicable excise duty on petrol/
diesel and applicable GST on Ethanol/ Bio-diesel
has been paid
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•

Extension of exemption to the extent of 50% of
R&I Cess to the four refineries located North
East region, in line with the exemptions w.r.t all
other duties of excise
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Retrospective amendment in Section 66 and
66B of Chapter V of the Finance Act 1994
The charging section 66 and 66 B, as they stood
prior to 1st July, 2012 and 1st July, 2017
respectively have been amended to give effect to
the following:
•

•

Services provided or agreed to be provided by
the Naval Group Insurance Fund by way of life
insurance to personnel of Coast Guard, under
the Group Insurance Schemes of the Central
Government, are proposed to be exempted
from service tax for the period commencing
from the 10th September 2004 and ending with
the 30th June, 2017
Services provided or agreed to be provided by
the Goods and Services Tax Network (GSTN) to
the Central Government or State Government
or Union territories administration, are proposed
to be exempted from service tax for the period
commencing from 28th March 2013 and ending
with the 30th June, 2017
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•

Consideration paid to the Government in the
form of Government’s share of profit petroleum
in respect of services provided or agreed to be
provided by the Government by way of grant of
license or lease to explore or mine petroleum
crude or natural gas or both, is proposed to be
exempted from service tax for the period
commencing from 1st April, 2016 and ending
with the 30th June, 2017

For the above, refund shall be granted to the
extent service tax has been collected by the
Government, provided the refund application is
filed within a period of six months from the date of
enactment of the Finance Bill 2018.
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Introduction
The year 2017, saw an unprecedented peak in the
interest of common public in Indian economy with
GST becoming a reality. The far and wide outreach
of India’s latest tax reform has compelled the
layman to educate himself about the nuances of
GST law implemented from July 1, 2017. While the
inaugural year of the introduction of GST has not
been a smooth ride for the industry, it would be
fair to say that the Government has been more
than receptive to several concerns of the
businesses. With the Finance Minister having just
announced the Union Finance Budget 2018, it
would only be just to take a quick glance on the
key changes made to the GST regime since the
implementation of GST.
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Gist of the key changes introduced by the
GST Council
Rate rationalization
• GST rate for various mass consumption items,
certain industrial products reduced from 28%
to 18%
• GST rate on restaurant services, takeaways
fixed at 5%

Relief to the medium and small scale sector
• Increase in threshold limit for composition
scheme to INR15 million.
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Benefits to specified sectors
• Exemption from IGST on rigs imported for oil/
gas exploration projects under lease.
• GST rate on offshore works contract services
relating to oil and gas exploration and
production reduced to 12%
• Transportation of natural gas through pipeline
subject to 12% with ITC and 5% without ITC
• Leasing of vehicles purchased and leased prior
to 1st July, 2017 to attract GST at 65% of
applicable GST plus cess. Similar GST rate to
be applicable on sale/ disposal of these vehicles
• GST rates on job work services in relation to
jewellery, clay bricks, printing, textile reduced.

Relief to exporters
• A simplified manual procedure for processing of
refund applications of exporters notified to ease
working capital issues
• Introduction of an ‘e-Wallet’ by April 2018.
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Ease of doing compliances
• The initial proposed compliance for filing of
three monthly returns has been reduced to only
one return and a consolidated Form 3B, with
other two returns being deferred.
• Reverse charge on procurement of supplies
from an unregistered persons suspended
Alignment of GST provisions to Foreign Trade
Policy (FTP)
The mid-term review of the Foreign Trade Policy
(‘FTP’) also brought in changes to align the
provisions under the FTP, like deemed exports and
transfer of manufactured goods from one export
oriented unit to another, with the provisions of the
GST.
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While no significant GST amendments are a part of
the Union Budget, with the responsiveness shown
by the administration to the concerns of the
Industry in the recent past, we hope to see many
more progressive reforms in the overall framework
of GST. Two key areas where Industry seeks
further clarity and relief are:• A detailed framework and procedure to be put
in place to adhere to the obligations of antiprofiteering provisions
• Uniformity of rates with only two-tier rate
structure on all goods and services to further
ease out the challenges with respect to pricing,
classification, etc.
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One hopes that the GST Council will keep giving a
patient ear to the industry’s expectations and we
will be able to see a GST framework that will
enable us to reap the tangible long-term benefits
that GST regime has to offer.
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Overview of tax litigation scenario in India^
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•

•

•

Pendency, delay and backlog are hampering
dispute resolution, discouraging investment,
stalling projects, hampering tax collection and
also stressing taxpayers and escalating legal
costs
Out of total 1079 positions in the High Courts
and Supreme Court, 392 are vacant and the
courts are working at 63.6% capacity
Total pendency of tax cases in the Tribunals and
Courts#
Particulars

Direct tax
cases

•

Approximate
number of
pending cases

Approximate
value of pending
claims (in INR)

•

0.137 million*

4,960,000 million

•

2,620,000 million

•

Indirect tax 0.145 million
cases

^ Source : Economic Survey 2017-18
# As on March 2017
*Out of this, 0.2% cases constituted nearly 56% of the total demand value
and 66% of pending cases, each less than INR1 million in claim amount,
added upto a mere 1.8% of the total value.
**6 Appellate Tribunals and 5 High Courts were considered for the survey
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•

Total pendency of tax cases – Average age
Time period – Court level
As on

Average number of
years of pendency
of a case

31 October
2017

Tribunals**

3.8

31 October
2017

High Courts** 6

Expenditure on administration of justice by
States and the Centre – approximately 0.080.09% of GDP, which is lower compared to
other countries
Government is the largest litigator (85% of
direct taxes appeal are by the Government)
Low success rate for the Government appeals less than 30% for both direct and indirect tax
Substantial increase in the number of
Writs/SLPs admitted by HC/SC. Rate at which
SLPs were admitted by SC under Article 136 of
the Constitution increased from 25% to 40%
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Suggestions for dealing with pendency and delay
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•
•
•

•

Expand judicial capacity in the lower courts,
downsize the original jurisdiction of the high
courts
Considering the low success ratio, the tax
department to exercise greater self-restrain by
limiting appeals
Substantially increase the state expenditure to
modernize and digitize judiciary. The amounts
spent could be negligible and the returns would
be enormous
Courts may create more subject-matter and
stage-specific benches to build internal
specializations and efficiencies in combating
pendency and delay and to maintain
consistency
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•
•
•
•

Independent Panels to be created to decide on
further appeals against cases decided against
the tax department
The number of tiers of scrutiny to be limited to
three forums in taxation cases
Improving the Courts Case Management and
Court Automation Systems
Performance-based incentive to States for
reducing pendency in the lower judiciary
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Regulatory Landscape – Ease of doing business
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•

Companies Act, 2013, (2013 Act) has been
amended with a view to simplify its provisions,
eliminate redundancies, provide clarity, address
specific concerns of stakeholders and rationalize
penal provisions.

Significant highlights of the amendments are
as under:
• “Holding company” would now also include a
body corporate. This would impact transactions
with related party being an overseas holding
company.
• Meaning of "Related Party" expanded - investing
company or the venturer of the Company i.e. a
body corporate whose investment in the
Company would result in the Company
becoming an "associate company" of the body
corporate would be regarded as a related party
of the investee company (i.e. two-way
relationship to be considered).
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•

•
•

•

For reckoning a "subsidiary company", holding
company to inter alia exercise or control more
than one-half of the total voting power (as
against earlier requirement of exercise or
control of more than one-half of total share
capital comprising of paid-up equity share
capital and convertible preference share capital)
either on its own or together with one or more
of subsidiary companies.
Restrictions placed on utilization of moneys
raised through private placement till filing
return of allotment with ROC.
Companies are permitted to issue shares at
discount to its creditors if their debt is
converted into shares in pursuance of any
statutory resolution plan or debt restructuring
scheme framed in accordance with directions of
RBI.
Sweat equity shares may be issued at any time
after registration of the Company (as against
the earlier cooling period of completion of 1
year from the date of commencement of
business).
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•

•

Concept of significant beneficial owner (SBO)
has been introduced which means every
individual who acting alone or together with one
or more person or trust, including a trust and
persons resident outside India, who hold
beneficial interest of at least 25% or higher
prescribed percentage, in shares of a company
or the right to exercise, or the actual exercising
of significant influence or control. The SBO and
the company are required to make filings with
the company and ROC respectively in a time
bound manner. The measure is expected to
infuse transparency in the ownership of
companies.
Board of Directors may declare an interim
dividend for a financial year after closure of the
financial year till holding of the AGM.
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Significant highlights of the amendments are
as under:
• Provisions pertaining to CSR will be applicable
on the basis of the fulfillment of prescribed
thresholds (“net profit” of INR50 million or
more, or “turnover” of INR10 billion or more or
“net worth” of INR5 billion or more) met in the
immediately preceding financial year instead of
preceding 3 financial years.
• Auditor’s reporting on internal financial controls
(IFC) restricted to the financial statements
instead of IFC system.
• Audit Committee to give its recommendation to
the board in case it decline to approve a nonspecified RPT.
• Subject to safeguards, audit committee can
ratify a RPT upto INR10 million.
• RPT between a holding company and its WOS
not requiring board approval no longer require
the approval of the audit committee.
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•

•

•

Advancing loan guarantee etc. to defined
“interested persons” like private company, in
which director of the lending company is a
director / member, is now permitted. The
relaxation is conditional on approval of
members by special resolution and utilization of
the borrowed amount only for the business
activities of the borrowing company.
Approval of Central Government is now not
required for making payment of remuneration
exceeding 11% of net profits of the company or
exceeding the individual limits prescribed in
case of executive or non-executive directors.
The remuneration exceeding the aforesaid limits
can be paid by passing special resolution in
general meeting.
Conversion of partnership firms, LLP etc. with 2
or more partners into private companies is now
permitted and the requirement of having
minimum 7 partners for such a conversion is
done away with.
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•

Filing of Annual Return or Financial Statement
beyond due date will attract additional fee of
minimum INR100 per day and different
amounts may be prescribed for different classes
of companies.

The amendments to the Companies Act are aimed
at enhancing ease of doing business and
promoting healthy corporate environment in India
and lays emphasis on the Government’s
philosophy of less Government and more
Governance.
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To liberalize FDI regime, RBI had, on 7 November
2017, notified Foreign Exchange Management
(Transfer or Issue of Security by a Person Resident
outside India) Regulations, 2017 (FDI Regulations
2017) which supersedes erstwhile regulations
issued in 2000.
FDI can be made through two routes viz.
• Approval route: Prior approval of Government
of India to be obtained
• Automatic route: No Government approval
required – only filings to be made for
remittance and issue of shares with Authorised
Dealer Bank

Key Highlights of FDI Regulations 2017
• Where the total holding of a Foreign Portfolio
Investor (FPI) in a listed company increases to
10% or more of the total paid up equity capital
on a fully diluted basis, the total investment
made by the FPI in such company shall be reclassified as FDI subject to the conditions to be
specified by SEBI and RBI.
©2018 Deloitte Touche Tohmatsu India LLP.

•

•

•

FDI has been defined to mean investment
through capital instruments by a person
resident outside India in an unlisted Indian
company or in 10% or more of the post issue
paid-up equity capital on a fully diluted basis of
a listed Indian company. Even if the existing
FDI falls below 10% of the post issue paid-up
equity capital on a fully diluted basis of an
Indian company, it would be still be classified as
FDI.
NRI or an OCI holding capital instrument of an
Indian Company on repatriation basis (under
automatic route) may transfer the same by way
of sale or gift to any person resident outside
India subject to prescribed conditions.
Indian companies can now issue any capital
instrument pursuant to merger/ demerger/
amalgamation, subject to prescribed conditions.
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Key Highlights of FDI Regulations 2017
• Any transfer of capital instrument of an Indian
Company by a person resident outside India to
any person resident outside India pursuant to
liquidation, merger, demerger and
amalgamation of entities outside India is under
automatic route of RBI unless the Indian
Company is engaged in a sector requiring
government approval.
• An Indian company covered under the
automatic route can now issue any capital
instruments to a person resident outside India
against swap of capital instruments under the
automatic route.
• An Investment Vehicle is allowed to issue its
units to a person resident outside India against
swap of capital instruments of an SPV proposed
to be acquired by such Investment Vehicle.
• Investment by an Indian LLP/ Investment
vehicle in another Indian Company or LLP will
be considered as downstream investment.
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•

•

•

•
•

In case of issuance of bonus non-convertible
redeemable preference shares or debentures
(as part of a scheme of arrangement) by an
Indian Company, the requirement for obtaining
NOC from income-tax authority has been done
away with.
Non-residents are now permitted to pledge
unlisted shares in favour of NBFCs without a
specific RBI approval (after the authorised
dealer is satisfied of the bona fides of the credit
facility).
FVCI are now expressly permitted to invest in
non-convertible instruments and are also
permitted to directly repatriate sale proceeds
offshore.
FVCIs are now permitted to invest in ‘securities’
issued by Indian Company engaged in specified
sectors / start-ups.
The cap on rate of dividend on preference
shares or convertible capital instruments
removed.
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•

•

Remittance outside India of sale proceeds of a
security allowed without the requirement of
obtaining NOC or Tax clearance certificate from
income tax authority.
Capital instruments shall be issued to the
person resident outside India making such
investment within 60 days from the date of
receipt of funds.

Recent changes in FDI
Government has, on 23 January 2018, announced
major relaxations in FDI Policy aimed at
simplifying processes and attracting foreign
investments into India. Key changes are
highlighted below:
• 100% FDI permitted under automatic route for
SBRT. Government approval no longer required
for FDI in SBRT. In case there is a shortfall, if
any, in meeting the 30% local sourcing
requirement by the SBRT entity it can consider
setting-off its incremental sourcing of goods
from India for global operations during initial
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•

•
•

•

5 years (subject to conditions), beginning 1st
April of the year of the opening of first store
against the mandatory sourcing requirement of
30% of purchases from India.
It has been clarified that 100% FDI in realestate broking service will be under automatic
route on the basis that it does not amount to
real estate business.
Foreign airlines allowed to invest up to 49%
under approval route in the Government owned
airline viz. Air India subject to conditions.
Issue of shares against non-cash considerations
like pre-incorporation expenses, import of
machinery is now permitted under automatic
route in case of sectors under automatic route
subject to compliance of procedural
requirements.
FIIs / FPIs allowed to invest in the “Power
Exchanges” through primary market.
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•

•

Foreign investment in investing companies
registered as NBFC with RBI permitted under
automatic route upto 100% on the ground that
such a company is regulated by RBI.
Foreign investment in Core Investment
Company (CIC) and other investing companies
engaged in the activity of investing in the
capital of other Indian companies / LLPs, is
permitted under Government approval route.

FDI amendments liberalizes and simplify the
foreign investment in India and may attract higher
FDI in India. Formal amendments in the FDI
Regulations 2017 are awaited.
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In order to facilitate growth of Infrastructure
Investment Trusts (“InvITs”) and Real Estate
investment Trust (“REITs”) and to attract more
investors, SEBI amended SEBI (Real Estate
Investment Trusts) Regulations 2014 (REIT
Regulations) and the SEBI (Infrastructure
Investment Trusts) Regulations 2014 (InvIT
Regulations) on 15 December 2017.

Indirect
Taxes

Key amendments to REIT and InvIT
Regulations effective from 15 December 2017
are as follows:
• Definition of ‘Strategic Investors’ has been
included in REIT Regulations, on the same lines
as in the InvIT Regulations, to allow such
investors to invest in public issues of units by
REITs.
• Strategic Investors in relation to Foreign
Portfolio Investors (“FPI”) now means FPI who
invest either jointly or severally not less than
5% of the total offer size of the REIT / InvIT or
such amount as may be specified by SEBI from
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•

•

•

•

time to time. (SEBI vide circular dated 18
January 2018 has prescribed maximum
investment limit of 25% of the total offer size of
the REIT / InvIT). Further, a lock-in period of
180 days from the date of listing in the public
issue has been prescribed by the
aforementioned circular.
Definition of ‘Valuer’ has been amended under
both REIT and InvIT Regulations to align with
the definition of ‘Registered Valuer’ as defined
under Section 247 of the Companies Act, 2013.
REITs and InvITs whose units are listed on
recognised stock exchange(s) are now allowed
to raise funds through debt securities which
shall be listed on recognised stock exchanges.
REITs are now allowed to hold a single asset
and the requirement of having a minimum of 2
projects as holding assets has been done away
with.
REITs are now allowed to lend to holding
companies / SPVs in which the REITs have
invested.
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•

•

•

The holding period of compulsory convertible
securities (apart from equity shares which was
considered earlier) in holding companies and/or
SPVs (against which such units have been
received) shall be considered for the purpose of
calculation of 1 year for units to be offered to
the public in case of an initial public offer by
REITs / InvITs. Such securities will be converted
into equity shares prior to filing offer
documents.
Prior to the amendment of REIT Regulations,
atleast 80% of the value of REIT assets was
required to be invested in completed and rent
generating properties. This has been widened to
include income generating properties as well.
Amendment to InvIT Regulations has clarified
that in case InvIT invests atleast 80% of value
of InvIT assets ‘in completed and revenue
generating assets’, minimum investment by an
investor shall be INR25 crores and also in case
of minimum trading lot of INR2 crores.
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SEBI has announced changes to REIT and
InvIT Regulations at its meeting held on 28
December 2017 which are as under:
• REITs will be allowed to invest at least 50%
stake in holding companies / SPVs and similarly
allowing holding companies to invest at least
50% stake in SPVs, subject to certain
safeguards including the following:
− The existing requirement of REITs to have
ultimate holding interest of not less than
26% in the underlying SPV(s), shall remain
unchanged;
− REIT manager in consultation with the
trustee, shall appoint at least such number of
directors on the Board of holding
companies/SPVs, in proportion to the
shareholding/interest in the holding
companies and/or SPV;
− In case of any inconsistencies between any
shareholder/partnership agreement and the
obligations cast upon REIT in the REIT
Regulations, the provisions of the REIT
Regulations shall prevail.
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•
•
•

Rationalizing the definition of ‘Sponsor group’ in
case of REITs.
Enabling investments by REITs in unlisted
shares under the 20% investment category.
Minor amendments to the REIT and InvIT
Regulations for harmonization of the terms and
definitions in the Regulations.

The above changes are expected to be notified
soon by SEBI.
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Amendments to RBI Act
• To provide RBI an instrument to manage excess
liquidity, RBI Act is being amended to
institutionalize an Uncollateralized Deposit
Facility
Amendments to Securities Laws
• SEBI Act, 1992 amended to provide for
penalties for non-compliances of
regulations/directions of SEBI for ReITs, InvIT,
AIF, Investment Adviser, Research Analysts and
other regulations which ranges from INR0.1
million to INR10 million or 3 times the gain
amount, as applicable
• Provision to provide for penalty for failure of a
stock exchange or a clearing corporation to
conduct its business in a manner which is not in
accordance with the rules and regulations made
by SEBI
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•

•

Legal representative liable to pay any sum
which the deceased would have been liable to
pay if he were alive in the like manner and to
the same extent as the deceased, out of the
estate of the deceased
SEBI Act 1992, SCRA 1956, and Depositories
Act 1996, are being amended to streamline
adjudication procedures and to provide for
penalties for certain infractions

Amendments to PMLA
• Definition of "proceeds of crime“ amended to
allow to proceed against property equivalent to
proceeds of crime held outside the country
• “Fraud” under Companies Act, 2013 (which are
punishable with imprisonment for more than 3
years) now cognizable and nonbailable offence
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Foreign Exchange Management Act (FEMA)
• Outward Direct Investment (ODI) guidelines
and processes are to be reviewed to bring out a
coherent and integrated Outward Direct
Investment (ODI) policy
• A separate policy to be evolved for issuance of
hybrid instruments for attracting foreign
investments especially for the start-ups and
venture capital firms
Stamp Duty
• Indian Stamp Act to be amended with respect
to the financial securities transactions in
consultation with the States
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Measures for employment generation
• Government to contribute 12% of the wages of
the new employees in the EPF for all the sectors
for next 3 years;
• Take home wages for women employees
increased by reducing women employees'
contribution to EPF for first 3 years of their
employment

Others
• Government reiterates its stand that Cryptocurrencies are not legal tender and to take
measures to eliminate use of these cryptoassets in financing illegitimate activities or as
part of the payment system
• Private sector urged to contribute for setting up
Health and Wellness Centres through CSR
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Policy announcements
• Every individual enterprise in India to receive a
unique ID
• Select CPSE assets to be monetized using
InvITs
• SEBI to consider mandating large corporates to
meet about 1/4th of their financing needs from
the bond market
• Government will explore use of block chain
technology proactively for ushering in digital
economy
• Setting up of funds for promotion of
businesses:− Fisheries and Aquaculture Infrastructure
Development Fund
− Animal Husbandry Infrastructure
Development Fund
− Agri-Market Infrastructure Fund
− Affordable Housing Fund
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•

•

•

Additional measures to be taken for successful
operation of AIF funds in India
To establish a unified authority for regulating all
financial services in International Financial
Service Centre (IFSC) in India for promotion
and development of IFSCs
National Defence Production Policy 2018 to
promote domestic production by public sector,
private sector and MSME
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~ - Approximate
1Q/2Q – First Quarter/ Second
Quarter

A
AGM – Annual General Meeting
AIF – Alternative Investment Funds
AML – Anti money laundering
legislation
ARE – Alternate Reporting Entity

B
BEPS – Base erosion and profit
shifting
BCD – Basic Customs Duty

Economic
Indicators

C
CAD – Current account deficit
CAAR – Customs Authority for
Advance Ruling
CbC – Country-by-country
CG – Central Government
CIC - Core Investment Company
CKD – Completely Knocked Down
CPSE – Central public sector
enterprise
CSR – Corporate Social Responsibility
CTT - Commodity Transaction Tax
CVD – Counter Vailing Duty

D
DIPP – Department of Industrial
Policy and Promotion
DTAA – Double Taxation Avoidance
Agreements
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E
EPF – Employees’ Provident Fund
EC – Education Cess

F
FDI – Foreign Direct Investment
FDI Regulations 2000 - Foreign
Exchange Management (Transfer or
Issue of Security by a Person Resident
outside India) Regulations, 2000
FDI Regulations 2017 - Foreign
Exchange Management (Transfer or
Issue of Security by a Person Resident
outside India) Regulations, 2017
FEMA – The Foreign Exchange
Management Act, 1999
FII – Foreign Institutional Investor
FOREX – Foreign Exchange
FPI – Foreign Portfolio Investment /
Investor
FTS – Fees for technical services
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F
FVCI – Foreign Venture Capital
Investor
FTP – Foreign Trade Policy
FY – Financial Year

G
GDP – Gross Domestic Product
GIFT - Gujarat International Finance
Tec-City
GOI – Government of India
GST – Goods and Services Tax
GSTN – Goods and Services Tax
Network

H
HC – High Court
HUF – Hindu Undivided Family
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I
IBC – The Insolvency and
Bankruptcy Code, 2016
ICDS – Income Computation and
Disclosure Standards
IFC - Internal financial controls
IFSC - International Financial
Services Centre
IGST – Integrated Goods and
Services Tax
InvIT – Infrastructure Investment
Trusts
InvIT Regulations – SEBI
(Infrastructure Investment Trusts)
Regulations 2014
ITC – Input tax credit

M
MAT – Minimum Alternate Tax
MCA – Ministry of Corporate Affairs
MCAA – Multilateral Competent
Authority Agreement
MGNREGA - Mahatma Gandhi
National Rural Employment
Guarantee Act
MLI – BEPS Multilateral Instrument
MSME – Micro, Small and Medium
Enterprise
MSP – Minimum Support Price
MT – Metric ton
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LLP – Limited Liability Partnership
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Direct
Tax

NABARD - National Bank For
Agriculture & Rural Development
NBFC - Non Banking Financial
Company
NOC – No Objection Certificate
NONG - non-oil, non-gold
NPS – National Pension System
NRI – Non-Resident Indian
NTRO - National Technical
Research Organisation

O
OCI – Overseas Citizen of India
ODI - Outward Direct Investment

P
PCBA – Printed circuit board
assembly
PE – Permanent establishment
PMLA – Prevention of Money
Laundering Act, 2002

R
R&I – Road & Infrastructure cess
RBI – The Reserve Bank of India
REER – Real effective exchange rate
REIT – Real Estate investment Trust
REIT Regulations – SEBI (Real
Estate Investment Trusts)
Regulations 2014
ROC – Registrar of Companies
RPT – Related Party Transaction

S
SBO - Significant beneficial owner
SBRT – Single Brand Retail Trading
SC – Supreme Court
SCN – Show cause notice
SCRA – The Securities Contracts
(Regulation) Act, 1956
SEBI – The Securities and Exchange
Board of India
SHEC – Secondary and Higher
education cess
SLP – Special Leave Petition
SPV – Special Purpose Vehicles
STT – Securities Transaction Tax
SWS – Social Welfare Surcharge
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TDS – Tax deducted at source

W
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WOS – Wholly Owned Subsidiary
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Mumbai
India Bulls Finance
Centre. Tower - 3,
24th-32nd and 4th Floor,
Senapati Bapat Marg,
Elphinston Road (W),
Mumbai - 400 013

Mumbai
12, Dr. Annie Besant
Road, Opp. Shiv Sagar
Estate, Worli,
Mumbai - 400 018.

Mumbai
Dr. Shirodkar Marg,
Parel,
Mumbai 400012.

Mumbai
Lotus Corporate Park,
1st Floor. A- G wing,
Off Western Express
Highway, Jaicoach,
Goregaon (E ),
Mumbai – 400 063
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Delhi
7th & 10th Floor,
Building No: 10, Tower
B, DLF Cyber City
Complex, DLF City,
Phase II, Gurgaon –
122 002. Haryana

Delhi
22nd flr, DLP Epitome,
Bldg No. 5, Tower A,
DLF Cyber City, DLP
Phase III, Gurgaon 122
002 , Haryana

Bengaluru
Prestige Trade Tower,
14th till 22nd flr,
Muncipal No. 46, Ward
No. 77, Palace Road,
Sampangiram Nagar,
Bengaluru 560 001.

Bengaluru
Level 2, Prestige
Nebula, 8-12 Cubbon
road,
Bengaluru 560001

Chennai
ASV N Ramanas
Towers, No. 52, (Old
No. 37), Floors 1,7,8,9
Venkatnarayan Road,
T. Nagar,
Chennai - 600 017.

Hyderabad
KRB Towers,
Plot No. 1-4, Survey No.
65 to 67, Floor 1,2,3.
Madhapur,
Serilingampally(M), RR
District, Hyderabad.
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Kolkata
Bengal Intelligent Park,
Building Omega, 13th,
14th Block - EP & GP,
Sector - V, Salt Lake,
Electronics Complex,
Kolkata - 700 091

Ahmedabad
19th Floor, Shapath-V,
Bsds. Crowne Plaza,
S.G. Highway,
Ahmedabad 380 015,
Gujarat, India

Baroda
“Chandralok” 31,
Ground and 1st Floor,
Nutan Bharat Society,
Alkapuri,
Baroda - 390 007

Pune
706, ‘B’ Wing, 7th Floor,
106 b wing 1st Floor,
301-304 3rd Floor A
wing, ICC Trade Tower,
Senapati Bapat Road,
Pune - 411 016.
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Coimbatore
Shanamukha Mandam,
Grd and 2nd Floor,
41 Race course,
Coimbatore - 641018

Kochi
1st Floor, Wilmont Park
Business Centre,
Warriam Road, Kochi,
Kerala, 682 016, India

Vijaywada
Plot no:69, Road no
5,Sri Kanaka Durga
Gazetted Officers
colony,Guru Nanak
Road,Vijayawada 520008 ,AP.

Bangladesh
Deloitte Bangladesh Ltd.
Metropolitan Chamber
Bldg, 2nd Floor, 122124, Motijheel A/C.
Dhaka 1000,
Bangladesh.
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Jamshedpur
8 - A, Ground Floor &
1st Floor, Circit House
area, North East,
Road No. 11,
Jamshedpur, 831001
Jharkhand

Goa
Tristar, 6th Floor,
Plot No. 13-B,
EDC Complex, Pato,
Panjim, Goa 403001.
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