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[bookmark: _Toc64285294]Personal Taxation
1. There are no changes in the slab rate that have been proposed in this Budget
2. To tax a resident individual (who was earlier a non-resident), who has a retirement benefit account in a notified country, in India in the manner and year as may be prescribed, subject to conditions.
3. To not grant tax exemption on maturity with respect to ULIPs issued on or after 1 February 2021, if the premium payable for any previous year exceeds INR 250,000, and treat them as capital assets from FY20-21, subject to conditions.
4. To tax the interest accrued on employee contributions to provident fund/other provident funds exceeding INR 250,000 in a year, subject to conditions 
5. To exempt resident senior citizens over 75 years from tax return filing requirement, subject to conditions 
6. Additional interest deduction of INR 150,000 u/s 80EEE, available to first time residential home buyers, to be extended until March 31, 2022. 
7. Tax to be withheld at source at rates in force by a specified bank on pension income and interest income of specified senior citizens, after giving effect to chapter VI-A and rebates. 
8. Pre-filled return form already in place will now cover expanded details such as capital gain, dividend income and interest from bank/ post office. 
9. Exemption for LTC cash scheme 
a. Exempted the cash allowance in lieu of LTC, subject to conditions (to be prescribed in the Rules) – see the key ones below: 
i. The employee exercises option for deemed LTC fare in lieu of applicable LTC for the 2018-2021 block 
ii. Expenditure to be incurred from 12 October 2020 to 31 March 2021 on goods or services liable to GST at 12 percent or above 
iii. Amount of exemption shall not exceed lower of: (i) INR 36,000 per person; or one- third of above expenditure 
iv. Payment is through banking channels 
v. The amendment is proposed to be for FY20-21 only

[bookmark: _Toc64285295]Corporate Taxation
1. [bookmark: _Toc495505209][bookmark: _Toc495509253]Corporate tax rate remains unchanged 
2. To facilitate strategic disinvestment of public sector companies, it is proposed to amend the law to enable M&A transactions of such companies 
3. To amend the law to provide for tax neutral conversion of urban cooperative bank into a banking company 
4. To expand the safe harbour from 10 percent to 20 percent in case of transfer of a residential unit during 12 November 2020 to 30 June 2021 by way of first-time allotment to any person for consideration not exceeding INR 2 crores 
5. To provide that with effect from 1 April 2020, no TDS on payment of dividends shall apply to income credited or paid by an SPV to a business trust (i.e., InVIT/REIT) 
6. To grant tax treaty benefits with effect from 1 April 2021 at the time of withholding tax on income with respect to securities of FPIs, subject to furnishing of tax residency certificate 
7. To replace AAR by one or more BFAR from a date to be notified: 
−  Advance rulings shall not be binding on the applicant or the tax department, and either party can file an appeal to High Court Pending AAR cases will be transferred to BFAR 

−  Enabling provision for faceless functioning of BFAR 

8. To define the term ‘liable to tax’; accordingly, where there is a liability of tax on a person under any law of any country, such person is treated as ‘liable to tax’ even if an exemption has been provided from such tax liability 
9. Equalisation levy on e-commerce operators 
a. If consideration for e-commerce supply of goods or services are taxable as ‘royalty’ or ‘fee for technical services’, the same would be excluded from the purview of equalisation levy 

b. Any leg of a transaction, such as placing or acceptance of orders/offers, making online payment for supply of goods/provision of services, shall trigger the levy 

c. Consideration received shall be subjected to equalisation levy on the gross amount irrespective of whether the e-commerce operator owns the goods or provides/facilitates e-commerce services 

d. Exemption from income tax is now aligned with the date of introduction of equalisation levy, i.e., 1 April 2020 




10. Minimum Alternate Tax (MAT) 
a. It is proposed to adjust the earlier years’ book profits for the purpose of MAT computation for secondary adjustment(s) or advance pricing agreement (APA) by making an application to the tax officer, who must dispose it off within four years from the end of the year in which the application is received 

b. Expenses and income related to dividend earned by foreign company are required to be adjusted from the book profits where income is taxed at a rate lower than MAT as per double taxation avoidance agreement 
11. Professional LLPs excluded from presumptive taxation 
a. As per section 44ADA of the IT Act, subject to certain conditions, profits of the professionals are presumed at 50% of the gross receipts or the income offered, whichever is higher.

b. The professionals opting for this scheme are neither required to maintain books of accounts under section 44AA of the IT Act nor get their accounts audited under section 44AB of the IT Act. 

c. As LLPs are required to maintain books of accounts under the LLP Act, there was an ambiguity on applicability of section 44ADA of the IT Act to LLPs.

d. In order to make the position clear, the Finance Bill proposes to amend section 44ADA(1) of the IT Act to specifically provide that section 44ADA of the IT Act shall be applicable to an individual, HUF or partnership firm and not to an LLP as defined under section 2(1)(n) of LLP Act. 

e. This amendment shall be made effective from fiscal year 2020-21. 

[bookmark: _Toc64285296]Revision of time limit
1. Capital gains tax exemption on transfer of residential property, if the consideration is invested in equity shares of a ‘start-up’; is proposed to be extended by one year, up to 31 March 2022 

2. Tax holiday extended by one year for start- ups incorporated upto 31 March 2022 

3. 100% tax holiday for profits and gains from affordable housing projects extended by one year up to 31 March 2022. It is also proposed to extend this benefit to rental housing projects, as may be notified by the central government 

4. Time limit for filing belated or revised return is proposed to be reduced by three months. Such return can now be filed within nine months from the end of the assessment year (AY) or completion of the assessment, whichever is earlier 

5. Time limit for issuing scrutiny notice is proposed to be reduced from six months to three months, from the end of relevant AY 

6. Time limit for completion of assessment reduced to nine months from existing 12 months for AY 2021-22 onwards 

7. Deadline for filing return of income for partners harmonised with the return filing deadline for the firm in cases where transfer pricing applies 

[bookmark: _Toc64285297]Business Income
1. Employee’s contribution to welfare funds 

a. 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. 

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

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

2. Increase in threshold limit for tax audit in certain cases

a. The threshold limit for getting the accounts audited is proposed to be increased from Rs. 5 crores to Rs. 10 crores provided cash receipt or payment does not exceed 5% of total receipt or payment, as the case may be.

3. Depreciation on ‘goodwill’ 

a. The Supreme Court in Smifs Securities [2012] 348 ITR 302 (SC) had held that depreciation is allowed on goodwill 

b. It is proposed that goodwill is not eligible for depreciation whether acquired pursuant to a restructuring or specifically purchased 

c. Depreciation claimed, if any, on such goodwill before 1 April 2020, will need to be adjusted from the cost of acquisition 

4. ‘Slump sale’ definition amended 

a. It is proposed that the definition of ‘slump sale’ will include all types of transfers, therefore exchange and other forms of transfer will come within the ambit of capital gains tax 

b. Computation mechanism provided for slump sale will also apply to slump exchange transactions 

5. Transfer of capital asset on dissolution/reconstitution 

a. Profits and gains from receipt by a partner/member of any capital asset at the time of dissolution/reconstitution of firm/association of persons (AOP) /body of individuals (BOI) is subject to capital gains tax in the hands of the firm/AOP/BOI. It is now proposed: 

i. Balance in the capital account of the partner/member shall be calculated without considering increase due to revaluation of any asset or self generated goodwill/other asset 

ii. Receipt of money or other asset shall also be included for the purpose of computing capital gains tax 
[bookmark: _Toc64285298]Deductions and Exemptions
Rationalization of provisions of start-ups

1. SWF/PF can invest in Category-I or Category-II AIF, if the AIF has 50 percent investment (as against 100 percent) in eligible infrastructure companies, or in InvIT – these relaxations are subject to conditions 

2. To hold investments through a domestic holding company set up on or after 1 April 2021 with at least 75 percent investment in one or more infrastructure companies, subject to conditions 

3. To permit investments in NBFCs (IFC/IDF), subject to minimum 90 percent lending to infrastructure entities, (subject to conditions) 

4. Relaxation in terms of percentage will entail exemption to be computed proportionately, where applicable 

5. To not grant exemption in case a SWF or PF has loans or borrowings, directly or indirectly, for Indian investments; in the context of SWF, it is indicated that loans or borrowings for purposes other than Indian investments are fine 

6. To provide SWF or PF to not participate in the day-to-day operations of investee; the condition of not undertaking commercial activity for SWF is dropped

7. To grant exemption to pension funds liable to tax, but enjoying exemption from taxation for all its income in the home country 

8. The amendment is proposed to be effective from FY20-21 

9. To extend tax holiday for eligible startups incorporated on or before 31 March 2022; similarly, the outer date of transferring residential property for long-term capital gains tax relief, pursuant to investment in eligible startups, is proposed to be extended to 31 March 2022. 

10. 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 

11. The definition of ‘zero coupon bond’ is proposed to be modified to include bonds issued by an infrastructure debt fund. Such bonds have to be notified. 


[bookmark: _Toc64285299]Assessment and Appeals
1. Entire concept of re-assessment revamped; concept of ‘reason to believe’ dropped 

2. Reopening to happen only if AO is in possession of information, which suggests that the income chargeable to tax has escaped assessment 

3. 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 

4. 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 50 lakhs or more 

5. Process for passing an order before issuing a re-opening notice 

6. Stricter provisions for search and seizure cases

7. Rationalisation of Litigation 

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

b. Proposal to constitute a dispute resolution committee if taxpayers’ returned income is INR 5 million or less and variation in income is INR 1 million or less, subject to conditions 

c. The Vivad Se Vishwas scheme not applicable for cases covered by an order passed by the Settlement Commission 

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











[bookmark: _Toc64285300]TDS and TCS
1. No TDS on the following :
a. Dividend income credited or paid to real estate investment trusts (REITs) and infrastructure investment trusts (InvITs) with retrospective effect from FY 2019-20 

b. Interest income paid or payable by an infrastructure debt fund with effect from FY 2020-21 

2. TDS on purchase of goods

a. With effect from 1 July 2021, it is proposed that a buyer of goods shall deduct tax on payments made to domestic sellers in excess of INR 0.5 crore at the rate of 0.1% (5% in case of no PAN/Aadhaar) provided the buyer’s turnover exceeds INR 10 crore 
b. In case where TDS and TCS on purchase of goods are both applicable, then provisions of TDS shall apply 

3. Higher TDS/TCS in certain cases 

1. With effect from 1 July 2021, taxpayers who have not filed their tax returns for two years shall be subject to a higher rate of TDS and TCS as follows 
1) Twice the rate specified in the Act or Rate of 5% 
2) If the specified person does not have a PAN, the TDS/TCS shall be higher of the rates prescribed or stated above 

2. TCS rates for ‘specified persons’ shall be higher of the following: 

Twice the rate specified; or 
Five percent 

3. A ‘specified person’ is someone (excluding non-residents who do not have a PE in India) who has not filed income-tax return for the two preceding years and aggregate of TDS and TCS in his case is INR 50,000 or more in each year. 



[bookmark: _Toc64285301][bookmark: _Toc274033059][bookmark: _Toc294169384]Customs Duty
1. Proposal to prescribe a two-year time-limit, extendable by one year by the Commissioner, for completion of investigation under Customs. 

2. Proposed changes in Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017: 

i. To allow import of goods at the concessional rate of duty for job work (except gold, jewellery and precious metals) 
ii. To allow 100% outsourcing for manufacture of goods on job work. 
iii. Imported capital goods used for a specified purpose to be allowed to clear on payment of differential duty, along with interest, on the depreciated value (depreciated norms similar to those applicable to Export Oriented Units). 

[bookmark: _Toc64285302]Goods and Services Tax 
1. Retrospective amendment w.e.f 1 July 2017 to provide charge of interest on net cash liability. 

2. Removal of the mandatory requirement of getting annual accounts audited and filing reconciliation statements submitted by specified professionals. 

3. Introduction of provision of filing of annual return on self - certification basis. 

4. Input Tax Credit on invoice or debit note to be availed only when the details of such invoice or debit note are furnished by the supplier in the statement of outward supplies and such details communicated to the recipient. 

5. Power granted to the jurisdictional Commissioner to call for information from any person relating to any matter dealt with in connection with GST Law with safeguards. 

6. Provision amended in relation to detention or seizure of goods or conveyances in transit: 	

a. Pre- deposit of 25% of the penalty to be paid by the appellant to file appeal against the order for detaining or seizure of goods or conveyances. 

b. To increase the penalty to 200% of the tax payable. 

c. Proper officer to issue notice within seven days of detention or seizure; order to be passed within seven days from the date of service of such notice. 

7. No opportunity of being heard to be given for levy of tax and interest. 

8. Provision related to zero rated supplies amended to: 

a. Supply of goods or services to a Special Economic Zone developer or a Special Economic Zone unit restricted for authorised operations. 

b. Supply on payment of integrated tax restricted to a notified class of taxpayers or notified supplies of goods or services. 

c. Linking of foreign exchange remittance in the case of export of goods with refund. 
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