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Corporate taxation

Rate card (no changes in tax rates)

Type of company* Income up to INR 10 million Income above INR 10 million up to INR 100 million Income above INR 100 million
Normal MAT Normal provisions MAT Normal MAT
provisions provisions

Domestic company: Normal rate 31.2% 15.6% 33.38% 16.69% 34.94% 17.47%

Domestic company: Turnover upto 26% 15.6% 27.82% 16.69% 29.12% 17.47%

INR 4 billion in FY19-20

Domestic company: Does not avail  25.17% Not applicable 25.17% Not applicable 25.17% Not applicable

tax incentives or exemptions

Domestic company: 26% 15.6% 27.82% 16.69% 29.12% 17.47%

New manufacturing company (set
up on or after 1 March 2016)

Domestic company: 17.16% Not applicable 17.16% Not applicable 17.16% Not applicable
New manufacturing company (set
up on or after 1 October 2019)

Foreign company 41.6% 15.6% 42.43% 15.91% 43.68% 16.38%

*Tax rates are subject to prescribed conditions to be met by the company
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Procedural and administration//F | & B E

Tax filing and assessment time limits

* Belated or revised return to be filed within nine months after
the end of the FY, or before the completion of assessment,
whichever is earlier

* Time limit is reduced for the completion of assessment
proceedings to 21 months from the end of the FY for tax
returns filed for FY20-21 and onwards (additional 12 months if
TP is applicable)

Re-assessment proposed to be revamped

* Reopening to happen only if AO is in possession of information,

which suggests that income has escaped assessment

* Information suggesting that income chargeable to tax has
escaped includes:
— Any information flagged in line with the risk management

strategy formulated by the CBDT

— Any final audit objection raised by CAG

* Time limit to re-open reduced to three years; time limit is 10
years where AO has books of account or other documents or
evidence revealing that income, represented in the form of
asset, has escaped assessment of INR 5 million or more
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Procedural and administration//F | & B E

Litigation rationalization

* A faceless scheme proposed to be launched for Income-tax
Appellate Tribunal appeals

* Effective 1 February 2021, the Settlement Commission proposed
to be discontinued; pending applications to be cleared by the
Interim Board

* Dispute resolution committee for small tax payers (Returned
income below INR 5 million; and Variation in income less than
INR 1 million)

Board in place of Authority for Advance Rulings

* AAR was non-functional for substantial time

* AAR s being replaced by one or more BFAR each comprising of
two members not below the rank of Chief Commissioner

* The Government has retained an option to allow faceless
functioning of BFAR

* BFAR orders are appealable, strict deadlines
— Appeal can be filed within 60 days;
— High Court allowed power to extend it by another 30 days
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Corporate taxation//i& A%t

Goodwill not an intangible asset for tax depreciation

* Goodwill is not depreciable asset irrespective of whether it
acquired or arising out of accounting in restructuring
transactions.

* Ifitis acquired, it will be available as cost basis when it is
transferred in the future (any depreciation claimed earlier will
have to be reduced from the cost basis)

* Other cases, cost basis would be zero.

* The amendment is proposed to be effective from FY20-21

Slump sale to include slump exchange

*  “Slump sale” definition amended to include all types of transfer,

inter-alia, sale, exchange, relinquishment, and extinguishment
* The amendment is proposed to be effective from FY20-21

Tax incentives
* Tax holidays for real estate:
— The deadline for the approval of affordable housing projects
for tax holiday proposed to be extended to 31 March 2022.
— Tax holiday proposed to be granted to rental housing
projects, which have to be notified on or before 31 March
2022, and need to fulfil the notified conditions
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Corporate taxation//i& A%t

Employee’s contribution to welfare funds

* To provide that an employee’s contribution to welfare funds,
which is deemed to be an employer’s income, will be tax
deductible only if such sum is credited to the relevant fund on or
before the prescribed due date per the law.

* A deduction for such contribution will not be available on a
payment basis.

* These amendments are proposed to be effective from FY20-21.

Other key proposals

* To grant tax treaty benefits with effect from 1 April 2021 at the
time of withholding tax on income with respect to securities of
FPls, subject to furnishing of tax residency certificate

* To exclude dividend income and related expenditure from the
scope of MAT, where such dividend income is subject to tax at a
rate lower than MAT

* Various incentives introduced for IFSCs to make them more
attractive
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Transfer pricing/ /B En{li#&

MAT treatment of additional income on account of an APA or a

secondary adjustment

* AO to recompute the book profit and tax payable for the past
years as well as the FY, in which, any additional income is
included in the books of account, due to an APA conclusion or a
secondary adjustment

* The recomputation will be affected after the assessee makes an
application to the AO

* The amendment is proposed to be effective from FY20-21

Additional surcharge for secondary adjustments

* Surcharge of 12 percent to be levied on one-time tax of 18
percent as per the secondary adjustment provisions
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International taxation// El B Fe 75

Equalisation levy
* To provide ‘online sale of goods’ and ‘online provision of
services’ to include one or more of the following online
activities:
— Acceptance of offer for sale
— Placement of purchase order
— Acceptance of purchase order
— Payment of consideration
— Supply of goods or provision of services, partly or wholly

* The consideration will include the following:
— For sale of goods irrespective of whether the e-commerce
operator owns the goods; or
— For provisions of services irrespective of whether the
service is provided or facilitated by the e-commerce
operator

* The consideration liable for equalisation levy shall not include
consideration, which is taxable as royalty or fees for technical
services in India

* To make the following changes with respect to the income-tax
exemption:

— The exemption will not apply to consideration, which is
taxable as a royalty or fees for technical services in India
— The exemption will apply from 1 April 2020

* These amendments are proposed to be effective from FY20-21
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Indirect Tax
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Indirect tax
Budget proposals

Key changes
e Changes proposed in GST Law focused on simplification of compliance and prevention of fraud
e Changes proposed to Customs Act, to enhance trade facilitation and promote the Atma Nirbhar Bharat theme

e Customs duty rationalization and pruning of Customs exemptions with the twin objective of
i.  Promoting domestic manufacture; and

ii. Getting India onto global value chain by special impetus on exports;
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Goods and Services Tax
Legislative changes

* Requirement of getting the accounts audited by a chartered accountant or a cost accountant and certification of reconciliation
statement in GSTRIC by such professionals done away with. Instead, a self certified reconciliation to be furnished by the taxpayers.

« Additional condition for availing input tax credit (ITC) inserted in the GST law where ITC can be availed only on invoices details
uploaded by suppliers.

* Retrospective amendment to the provisions on levy of interest on belated tax filings to provide that the interest liability would be
paid only on the net cash liability.
* Following restrictions introduced w.r.t zero rated supplies and export refunds:

i.  Supplies to Special Economic Zones developer/unit to be considered as zero rated only if the same are meant for authorized
operations of these developers /units

ii.  Option of making zero rated supply upon payment of IGST to be available only in case of notified persons/goods or services as
against the present blanket availability of this option

iii. Refund of credit for export of goods to be recovered from the exporter along with interest in case of non-realization of export
proceeds as per the FEMA guidelines.
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Goods and Services Tax
Legislative changes

* Powers granted to GST officials to sell/dispose off goods to recover unpaid penalties.

 Mandatory pre-deposit equivalent to 25% of penalty levied for filing an appeal against the order passed by the officer
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Customs
Legislative changes

New provision has been introduced, empowering the Central Government to notify Common Customs Electronic Portal

« Common Customs Electronic Portal can be used for facilitating registration, filing of bills of entry/shipping bills, payment of duty
and other notified purposes.

* Notice, order, summon etc., can be served by making it available on common portal

* Procedural changes for facilitating faceless assessment:

e Time limit for filing of bill of entry advanced by two days. Now the bill of entry needs to be filed before the end of preceding day
(including holiday) from day of arrival of goods. Earlier the time allowed was till end of next day (excluding holidays) from the day
of arrival of goods.

* Amendment of bills of entry/shipping bill after clearance of goods, can be made through the customs automated system based
on risk evaluation.
* Limit prescribed for validity period of conditional exemption notifications

* All conditional exemption Notifications, unless otherwise specified, shall be valid till 31 March falling immediately two years after
date of such grant. All existing conditional existing notifications shall be valid till 31 March 2023.
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Customs
Legislative changes

» Certainty in closure of investigation/enquiries
* Mandatory time limit of two years prescribed for completion of proceedings under Customs Act which shall be computed from
the date of initiation of audit, search, seizure or summons etc. These provisions shall be applicable on proceedings starting after
assent of Finance Bill 2021.
* Extending scope of penalty and confiscation provisions
* Powers to confiscate the goods entered for exportation in case the same are under wrong claim of remission/refund of duty/tax.

e A penalty ‘up to five times of the refund claim’, in case of fraudulent utilization of ITC of GST, for discharging tax on export of
goods under claim of GST refund.
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Customs Tariff Changes
New levy of AIDC

A new levy - ‘Agriculture Infrastructure and Development Cess’ has been imposed on goods specified in First Schedule to Customs Tariff
Act 1975, not exceeding rate of BCD

« AIDC has been notified on specified goods falling under various headings at rate 2.5 percent to 100 percent. Consequent reduction
in BCD rates has been made, to keep the tax burden same

 AIDC to be calculated on transaction value similar to BCD.

* Goods imported availing customs duty exemptions under FTA, or under advance authorization schemes or by EOUs are being
exempted from AIDC

« SWS to be levied on AIDC, except in specified cases
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Customs Tariff Changes

BCD decreased on following goods (Agri based products)

Description of goods

Specified alcoholic beverages and spirits, falling under tariff headings

Up to 1 February 2021

From 2 February 2021

manure or for the production of complex fertilisers*

o) 0,
2204, 2205, 2206 and 2208* 150% >0%
Various types of Coal, Lignite and Peat™ 2.5% 1%
Urea, muriate of potash and Diammonium phosphate, for use as Applicable rate Nil

*AIDC equivalent to the reduction in BCD levied




Customs Tariff Changes

BCD decreased on following goods (Steel & Metals)

Description of goods

Up to 1 February 2021

From 2 February 2021

Primary/Semi-finished products of non-alloy steel 10% 7.5%
Flat products of non-alloy and alloy steel falling under specified 10%/12.5% 7 5%
headings

Long' product qf non-alloy, stainless and alloy steel falling under 10% 7 5%
specified headings

Silver and gold** 12.5% 7.5%

**AIDC@2.5% also applicable



Customs Tariff Changes

BCD decreased on following goods (Aviation and Railways)

Description of goods

Components or parts including engines of aircraft imported for
manufacture of such aircrafts or manufacture of parts of such aircrafts
by Public Sector Units under Ministry of Defense

Up to 1 February 2021

Applicable Rate

From 2 February 2021

Nil

High Speed Rail Projects being brought under project Imports

Applicable rate

5%




Customs Tariff Changes

BCD increased on following goods (Chemicals, Plastics and Leather)

Description of goods

Denatured Ethyl Alcohol (ethanol) for use in manufacture of excisable

Up to 1 February 2021

From 2 February 2021

g00ds 2.5% 5%

Carbon Black 5% 7.5%
Builder’s ware of Plastics 10% 15%
Polycarbonates 5% 7.5%
g;ates, sheets, films, etc. of other plastics falling under heading 3920 99 10% 15%
Wet blue chrome tanned leather, crust leather, finished leather of all il 10%

kinds, including splits and sides of the aforesaid




Customs Tariff Changes

BCD increased on following goods (Textile and Infrastructure)

Description of goods

Up to 1 February 2021

From 2 February 2021

Raw.S|Ik, Silk yarn, yarn spun from silk waste (whether or not put up for 10% 15%
retail sale)

Raw cotton** Nil 5%
Cotton waste (including yarn waste or garneted stock) Nil 10%
Screw, bolts, nuts, etc. of iron and steel 10% 15%
Tunnel Boring Machines Nil 7.5%
Parts and components for manufacture of tunnel boring machines with il 5 5%
actual-user condition 270

**AIDC @5% levied



Customs Tariff Changes

BCD increased on following goods (Electricals and Electronics)

Description of goods

Up to 1 February 2021

From 2 February 2021

.Corr.lpresso'r.f, usjed in re;fngeratmg equipment and Gas compressor used 12.5% 159%
in air-conditioning equipment

Solar Invertor 5% 20%
Parts of electrical lighting or signaling equipment, windscreen wipers, 10% 15%
defrosters and demisters, of a kind used for motor vehicles ° °
Parts & Inputs used in the manufacture of LED lights and fixtures

. . 5% 10%
including LED Lamps

Electrical cables including insulated Wires & cables (Except for ignition 7 5% 10%
wiring used in vehicles, USB cable and optical fiber cable) =70 °




Customs Tariff Changes

BCD increased on following goods (Mobile Phone Parts)

Description of goods

Inputs or raw materials (other than PCBA and moulded plastics) for use

Up to 1 February 2021

From 2 February 2021

. . Nil 10%

in the manufacture of charger or adapter of cellular mobile phone

PCBA of charger or adapter and moulded Plastics of charger or adapter [10% 15%

Inputs or parts of Printed Circuit Board Assembly and moulded plastics il 10%

of charger or adapter of cellular mobile phones °

Inputs or raw materials (other than Lithium-lon Cell and PCBA) for use |_..

. L Nil 2.5%

in manufacture of Lithium-ion battery and battery pack

Inputs and raw material of Base stations & other machine for the

reception, conversion and transmission or regeneration of voice, Nil Applicable rate

images or other data, including switching and routing apparatus




Customs Tariff Changes

BCD increased on following goods (Electricals and Electronics)

Description of goods

Specified inputs/parts for manufacture of PCBA, Camera Module,
connectors, wired headset, USB Cable, microphone and receiver, etc. of
mobile phones

Up to 1 February 2021

Nil

From 2 February 2021

2.5%

Metal Shield, Camera Lens and specified inputs or raw materials for

use in manufacture of cellular mobile phones Nil Applicable rate
Inputs, parts or sub-parts for use in manufacture of PCBA of Lithium- .
. Nil 2.5%
ion battery and battery pack
Inputs or raw material for use in manufacture machines capable of .
Nil 2.5%

connecting to an automatic data processing machine, Ink Cartridge

BCD increased — On other goods

Description of goods

Parts of electronics toys for manufacture of electronic toys

Up to 1 February 2021
5%

From 2 February 2021
15%

Specified auto parts (other than Bicycle parts and components)

10%

15%
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Glossary

HSD High Speed Diesel

HSN Harmonised System of Nomenclature
IFSC International Financial Services Centre
IGCR Import of Goods at Concessional Rate
IGST Integrated Goods and Services Tax
INR Indian Rupee

ITC Input Tax Credit

M&A Mergers and acquisitions

MAT Minimum Alternate Tax

SAED Special Additional Excise Duty

SCN Show Cause Notice

SEZ Special Economic Zone

AAR Authority for Advance Rulings

AO Assessing Officer

APA Advance Pricing Agreement

BCD Basic Customs Duty

BED Basic Excise Duty

BFAR Board for Advance Ruling

CAG Comptroller and Auditor General of India
CBDT Central Board of Direct Taxes

CvD Countervailing Duty

DISCOMs Electricity distribution companies

DTA Domestic Tariff Area

DTAA Double Tax Avoidance Agreement

EL Equalisation Levy

EOU Export Oriented Unit

ESIC Employees State Insurance Corporation
FPI Foreign Portfolio Investment

FTA Free Trade Agreement

FY Financial Year

GST Goods and Services Tax
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