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1 March 2015

Dizar reader,

The Union Budget for the year 201 5-16 was presented by the Finance Minister in the parliament
yesterday, i.e. 28" Feb 2015. This being the first full budget by the new government, expectations
were running high.

TheHon' e Fi staredwithaconfident notelayinga roadmaptorollout GSTon 1< April2016, necessary
to fual India's growth stary. The latast CPlinflation rate is 5.1%, and the wholesale price inflation is
regalive; thecurrentaccount deficitforthisvearis expectediobebelow 1. 3% ol GDP, basedonthenew
saries, real GDP growth is expected io accelerate o 7.4%. Inthe coming 2 years, GDP growth is expected
to be in double digd. The foreign exchange reserves have increased substantially, This is also reflected in
the surge inthe stock markets, being second in the workd in the past one year,

Significant announcements were made by the Hon'ble Finance Minister in hés speech. He emphasized on
curbing black money generation and coming down heavily on tax avaders. Further, in line with
internalional practice, tha FM proposed to incentivize plastc money mstead of cash transactions.,
Cuoting of PAN shall become mandatory for sale fransactions greaterthan 1 lakh. Implementation of GST
is proposedtobe madeeffectivefrom 1% April 2016. Direct Tax Code{DTCwillneverseethelight ofthe
day as the jurisprudence on the 1861 Act has matured enough and mast of the DTC proposals have
already bean incorporated. The Schames announced highlighted the need for development of skiled
labour, entrepranaurial growth (Make in India), tounsm devalopmeant, direct transfer of subsidy and
imvestment through 2avings, even offering return on metal (gold} deposits o dealers and consumars.
Sovereign gold bonds and gold monetization scheme were announced,

He proposed fo reduce Corporate Tax fram 305 to 25% ower the next 4 vears. However, on review of the
fine print, it was noticed that no reduction is made in the Finance Bll, Waalth tax Actis proposadio be
abalished. However, a surcharge on super-rich @ 2% is proposed fo ba introduced, Emphasis was given
onstabdityof tax regime and clear focus was seen on promaoting forelgninvestments. Onthaindirecttax
frant, excise duty has been increased from 12.36% to 12.50% and senice tax from 12.36% o 14%. Close
co-prdinafion and data sharing between CBDT and CBEC will be established.
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UNION BUDGET2015-16
KEY HIGHLIGHTS & ANNOUNCEMENTS:

The highlights and key anncuncements of the Union Budget 2015-16 are:

« Theobjectve ofthis Budgel is toimprove quality oflife and 1o pass benefits (o common man
« Indimn Govt has 3 major achievements: Jan Dhan Yojana, Coal Auvction and Swacch Bharat
programime

# Incremental changeis notgoing totake us anywhere, will need to think in terms of quantum jump
v Linder Swacch Bharat Yojana, 50 lakh todet already built, 6 crore toilet largeted

¢ Government will encourage new star ups and entrepreneurship

e Governmentis still firm on achieving fiscal deficit target of 3 % of GOP eventually

«  Real GDP expected to accelerate to 7. 4%

»  CwurrentFOREX resarves 3340 billion, Sacond bast stock market in Asian acanormy

s DGovernmentwill utilize vast postal network for increasing access to institutional banking

# Roadmapioachieve Fiscal deficitof 3% of GDP in three years: Tangetis 3.9% in 2015-16, 3.5%in
2018-17, 3% in2017-18.

= Mational Insurance scheme called PM Suraksha Bhima Yojana, offering coverage of 2 lakh rupees
for just premium of Rs.12 per vear, [WOWT]

« Rz 5300 crore allocated for micro irigaton

«  Targetof B.5 lakh crores credit to be given to farmers in 2015-16

s Targetof 8.5 lakh crore of credit for agricultural secior

# Unclaimed deposits of Rs 3,000 crose in PPF and Rs 6000 crore in EPF; to create senior citizens
walfare fund from this corpus

»  Atal Pensaon Yojana to provide defined pension according to contribution;, 50% contribution to be
fram Gowt

¢ Increased Budgetary allocation to Roads & Railways
¢ 5 Ultra Mega power projects, of 4000 MW announced
= |nitialsumof Rs 150 Crio creata word class 1T hub o take advantage of our compatitivenass

» Start-ups: mechanism for techno-financial incubation for start ups; govermment sets asida Rs 1000
orore

«  Mational infrastructure Fund will try to leverage Infrastructure companies | Tax free bonds for
Roads , Railways & irigation

« Renewable energy target will be increased to 1,75, 000 bW

« Highesteverallocation for MGMNEEGA, by increasing itthis year by 5,000 crore rupees

= EPF &ESlhas hostage rather than client ; ES| ghould be made optional to employeas

» GSTwill be putin place state of art internationally indirect tax system by April 1st2018: FM
# Anaddition of 1,000 crores for Nirbhaya Fund

¢ Governmen! proposes o increase visa-on-arrival to 150 countries W increase tourism

www.Carajput.com Email-infoid carajpui.com
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= Initial autlay of Rs 75 crare for developmeant of electnc vehclas

» Forbeiter regulation a merger of FMC & SEB| is baing currently worked out

= Mational Skill Mission to be [aunched through skill development and entrepreneurship ministry, 1o
develop employability of vouth, especially below 25 years of age

«  Section & of FEMA to be amanded

» Committes to be set up o plan the celebration of the 10040 birth anniversary of Deen Dayal
Upadhyaya

# Proposeloset-upan|T based student financial aid system under PM Vidya Laxmi scheme

s The new Pradhan Mankr Vidya Lakshmi Programme will ensure no student missas out on highesr
education opporunities due to lack of funds

s Governmentannounces AlIMSinstitutions in J& K, Punjab, Himachal Pradesh and Assam

»  Governments pursuing policy of Makenindia in defense nolonly to cater our needs but also for
export

« Defense budgel has baen enhanced to 2 48,727 crore rupees, an approx. increase of Rs. 25 000
crore

« Direct Tax collection is going to ba 14,49 lakh crore rupees

« Basic rate of Corporate Tax to be reduced from 30% to 25% in next 4 vears and will be
accompanied by reducing exemptions

¢ Exemplions toindividual tax payers will remain

«  Mon-filing of retums o filing of retur nswith inadeguate information may attract 10 year Jail term.
Even concealment of income will be prosecutable with rigorous imprscnment

¢ Government io enacta comprehensive law on black money stashed abroad

«  Benami property transaction bill will be introduced 1o tackle Back money transaction in real
astate soon

»  Cucting of FAN is mandatory for any purchase made more than Rs, 1 Lakh,
¢ Deferthe applicability of GAAR for 2 vears, will only apply prospectively after Apr 2017,
« Reduced Royalty fees on Technical Services to 10% from 25%.

«  Wealth Tax Abolished, instead super rich will pay extra 2% exira surcharge for people with income
pver 1 Crore. This will lead to additional 8,000 crore to Tax kitty.

¢ Excize duty on Leather foolwear reduced to 6%
e Fuel excize duty will remnain unchanged; change in iobacco excise duty.
s Consolidated Service Tax increased from 12.36% to 14%.

« [ncreased in deduction for Health insurance from Bs. 15000 to Rs. 25000, For senior citizens
increasad o 30, 000,

«  Additional deduction of Rs 50 000 for contribution to pension fund and new pension schame
s Taxexemplion for transport allowance increased from Rs 800 to Ris 1800 per month
»  Individual tax paver will benefit to the extent Rs.4, 44, 200/-from the exemptions announced

# Directiaxproposals willlead o 8315 crore lossandanincreaseof Rs. 23, 000 croreinindirecttax
gains.
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DIRECT TAX PROPOSALS

| TAX RATES FOR AY 2016-17

L Tk Hates { For Assessiment Year 2006-17
The Income Tax Slab Bates are dilfferent (or diflerent categories of tixpayers.

The tax stirechere can be summanzed 2= belows

duglividuels (Resident Individiais) amd HUF
> Other than § Citi s Senior Citl
Upda Es. 2,50,000 MIL
B, 2500000 1 1 B 500,000 1k per cenl
R, 50000 go Rs. 10, G0 {0 20k per cent
Aoy Bs, 10,00, 000 3} per ceni
o Sensor Citbeen (B0 vessrs o mang bul below the ape of B0 viears)
Upto Rs. 300,000 NIL
Be. 30000000 | 1o Bs 500, (K Lk per cent
B 50HL0D 1 o Bs. 14000 (MK} 20k per cent
Above Rs, DO DD 3F per cent
F Supor Senior Citizen (80 vears and above)
| Upio Rz 5.00,000 NIL
Bis, 5 0HEH T b Bs AR DHD KKK 2} per cent
Above Bs, 1O 3 per cent

Burcharge: The ameunt of Income-Tax cormputed s above, shall be increased by surcharge @ 13% of
such [ncome-Tax in ¢ase. the person has wxable income exceading Rs. | Crose,

Cess: 3% cess on lax o all cases

REebate; The rebinte wnder Section 87A inserted by Finance Act, 2003 being e 2 0000 - for sndividual
resident agsessee, whose Taxable Income does net exceed R S 00, 000/ - po continee. In ofber words,
such assessee shall be entitled o compulsory tnx rebofe of Rs 20000 subject to limil of their fnx
liafsility.

Firms - Tax rate 30%. Cess 3% o Lox, Sarcharge @ 12%, 10 Tazable Income exceeds Rs, | Crore
!h.l'!m'l-'ﬂ' I'."nEE:ul" = Tux Rare MG, Cess 3% g fax

Taxable Income Surchirge

Upto Bs. | Crore MIL

= Rs. | Crore <Bs_ 1 Crores T per cent

= s, 1k Crores 12 per cent
Fuoretgn Company - Tax Bate 40%, Cess 3% on lax

Taxable Income Surcharge

Upto Bs, | Crore ML
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= Re.l Crore <R=.10 Crores 2 per cem
= Rs. 10 Crores 7 peveent

Marpinal Religf su Sarch

The amount poyable as Income Tax and Surchargs om Total Income excesding Bs. 1 Crore (or Bs, 10
Crares for cenain companics) shall not exceod e total amount pavable as Income Tax on Total
Income of Bs. | Crore (or RBs. 10 Crores) by more than the amount of Tncome thot exceeds Rs. 1 Crore
(o Bs, 14 Crores),

L Ablition of levy of wealth-tax wnder Wealth-tax Act, 1957

Currently, Wealtlh-Tax is levied on an individieal or HUF or company, if the net wealth of such
person exceads Bs 30 nkh on the valuption date, 1.e. last dole of the previous yeor, Forthe purpose
of computation of taxabie ner weahly, only few specilied asseis are laken inbo account.

1 25 proposed 1o abolish the levy of Wealth-Tax [rom assessmend veas 2006-17,

CHARITABLE TRUSTS

i, Definition of charitable purpose

Ag per section 11 of the A, imeome derived from propery held ander trust wholly for charitable
prerpases shiall not e inclsded in e wdal income of such (s,

Section 20055 of the Act defines charitable purposs 10 mehide relief of the paor, education, meslical
relbaf, peeservation of enviromment and preservation of mommients and advancemaent of any odher
object of peneral public utility,

Tt 2= nvy propoced 1o inchede “yoga'as o specific cotegory in the definition of charitible pomess:.

First Proviso to soction 2015 of the Act makes a distinction betwoen the trusts wiho ane claiming
exempiien of the groaund of advancement of amy other object of general public ublity” with ather
charitable purposes. [t is mensioned that a Trust whose objoct @5 advoncermnend of any ather abjoct of
genoral public utility shall not be regarded as a Charitable Purpese. if it mvolves the carmying on any
activity bn the nore of tade, commerce o business, irmespective of the nature of use or applicalion,
ar retenion. of the income [rom sach petivities. Second Provise 1o this section provide that the first
provise shall pot apply if the aggregate receipls from such sbpect of general public utility doesn’
cxcced Bs. 25 lacs in the previous vear.

It is pow proposed 1o subsfituie the above two provisos by s new provise which reads as follows:

“Prerviddedd tht the edvancement sf ey sther object of general prbiic wiility shall ros be g charitabde
prrpas, 0 mvedves e carrving on o any aciiviy in e souee of rade. comumeree o Bbrasines,
or @y activey af mnn'pn'ug T SETViCEe AT refertfom o ru'lj.'.'rzrr.l'.:', CORMREFDE OF Susiness, fow d cexs
r o o gy el conwidirarion, rrespective of the e of e oF applicadiog, oF refemiion, of
e imeonne from secl eofividy, amiliss—

B osnich eotivily B irelerinken (o the corrse af acier! careiiug oul of sach whvaicesna! of
iy atfer clifect of menerad pefdfic wilityy and

# the agprrepate ey S saol oty or ecfaailies daromg the prevaoas year, ao ol
exceed ety e cent, aff B tatal seceiiis, of e fest or insiation yndertabing sieh
acinaty ar activiines, of el previons vears )
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These amendrments will mke effect from 1= April, 2006 and will, accordingly, apply i relateon o
the nascssiment vear 2006-17 and subscguent assessmenl yairs.

Crmmmeniy:

Mor sncleen of word “yvage " affer te word eceeation amgly ot frasts whiich are engeged @ voga
aeRivilies muny corry on eetivite @ e ielure of rende, cosmmerce or bexiness, Ax discasred abiee, the
P belove the defimition ol charmafle purpase” 3 pesfiiciing carrring on frade, commerce or
hipsiress ourfy te el drasrs sliclr aere clatining erengilion an ey claeve, Lo doy oter ofyect
of general perbite wiliy ' Ths, o dmples e trsts angaged (w vema acivities are sl resieicted fo
oy e frvele, commmerce ar hrviney,

P gmpwrlmmesd o dhe peovigo 5 poing fo affecd sl seesis and ovay bengfie bunger fraees, Fop
fevefamce, o fraest fervivgr Oharoeseda will be freated ax carrping ol ey otlier ebiect of genenad pdilic
i, Maw' 0 sach feests were living grasy recalpi af sey 85 20 loes, ey weve enempied by the
Secomd Provise ganrlier. Now, Shey wall me forger be exompied 8 thesr enetre focome i3 from dbarameseala
gefivinies, Beamuee o ey cam ol fave 20% ol ipconss i the norree of trade, conmtieroe ar fisimess,
e rhe oiirer hard, bimrer fracts were gerlier allowed o cap ol 85, 23 ey receipts from eotivities in
e meitwe G fende, comtierce or brsiness, Now they Reve unlimited cap, provided they are doimg
bhir charitable acriviliey and the reCETNy T dberramvale getivities & pol e o 20 o oty

EHEK Perelpls.

4. Accumubation of income for future charitable activities — Informatien roquired to be ghven within tme

Undeer the provisions of section 1§ of the &, the primary condition for grant of exempiion 1o tmsd or
imstitution in respect of meome denived from property beld under such trust should apply af least 35%
of is income for charitable purposes in India. ln other words. only 13% of the income can be
peemmlated indefinitely by the tnest or mstihsion

I such rusts indend o accumulbaie beyend 15% of dbeir ncome. they can do =0 as per scction 11(2)
of the Act, As per sechon T2 of the Act, o Trosl may scenmulabe bevond 15% of ther ingome Tor
future charitable activities, provided such Trust specifics by notice nowriting 10 the A in Forrn Mo,
I, the purpose af accomubabion of meome and peniod of aecummilation, Tt 15 further prosided that the
perted o accummlation eanmot excood five years. M the sceumulated income is nol appled in
peocondunce with these conditions, then such incone is decmed o be axable income of the trust or
matingion.

Tn onder fo remove the ambaguity regerding the persod within which ihe assessee is reguired o file
Form 10, and 10 ensere due compliance of the aboee conditions within dms, it is proposed to ameend
the Act 1o provicde that the said Fomm shall be Niled before the due date of fling retum of incoms
gpacified under section 139 60 the At by ibe faund or instintion, Inease the Form 10 s nol subamified
before this date, then the benefit of pocumnlation would not be pvailoble and such income would be
Laalle @l tlee sappdecalle gane. Further, tee benefit of sceummulation wiosld alse aot be available if retu
of ingome is nol fumished before the due date of Gling retum of ncome.

These amendments will wke effect from 1" April. 2006 and will, sccordingly, apply in relation o
the pssessment year 2016-17 aod subsequent assessment years,
Comrenis:
Riede I af Tneome Tax Ricles pronddes that dhe motice 8 reguired fo e given o the Assessing Effieer
i Fornp e N0 Sefare the expivy af time T wdle 130000 foe furmshing peten af incowme, Flawever,
the charging section ] IE2F mever provided such tae il for furaishing sach form, There oy beea
sopne ftigadions whether the Rude Making authoriiy hus power fo preseeibe Gme linud for flirnishiog
Foram Moo N0 g ie A0F ord [',I"r.I’n:.'.ri.' iT Hi T e, Ihen, i there Ry fe iy _Illl;hl' ﬁ.rmi.\'.ﬂu'ug
Form Noo IO Jo the AC ard con swel form be seboviiond after e complenion of assessmen? i the
teadraerk fudgmnd G CFF Vs, Magae Bodel Ovwaers ' Asvoctalion case, the Apex Court keld tha
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cramgpliorace of furnishing Form Neo [0 con be done al any e befere. crampletion of axsessaen?
proceedings awd the Rule naking aaborite fove pe power to presoriie Sme T, sice te Aol
aercan ¥ prescribe e iy,

e proposed amerdlieend seenis o have been piade o overcome e Judgment of dpex Cones i
aforesia cose, T, (F ar assessee indemds fo fake henefit wls FIE2) 0 has o file Farme N 10
Witk fhe aliee e of il e redtirn o well as e retir watleln doe dlose

5 Farnishing of return of imcome by Govermment financed edwcational institation or hospital

Under the existing provisions of section 139, all entitics whose incoane is exempd wader cluuse (230)
of section 10, oiher than these referred to in sob=clauses (uab) and (i) of the sad clanse, are
ot orily required to le their rebam of moome.

It is proposed o amend the Act inoader 1o provide thil entities covered under clauses Cdizbyand (iiac)
of clavse (230} of section 10 shall be mandasorily required o file their retum of income.

This amendment will 1ake elfect from 1 Apnl, 2006 and will, accordingly, apply in relation 1o
the yssessment year 2016=17 and subsequent assessmeni vears,

Comireni

- Llicler e provisbons of section [0 of the Aol evengiion ander sieb-clomse (ol and fitfacy of clanse
f2x 7, .'.'.'.lhmr fe# .T_,l'rn;'J_'.l'fnf coraifiors, o5 pveiinide ta sk HPETSY O ediee il IRsIRnion, .|'|'r:|._1|n.||'.rr.l'
o affier fietieion whiicl G0 owkolly oF sifsamiiafle Sraeced by the Goverarers, These irstifuiions
Simgneed By Crovermuend were mot regrired e file the refarnn,. Now the propesed amerdoent e
imeeracdieteed fiese Iandifutinons foo do Jile tiele relurs,

. Owders passed by the presceibal authority under sectbon sub-clanscs (vib and (via) of clause (220} af
Sectbon 10 aede appeakable before nerme-tax Appeelbate Trilamna

The existing provisions comzined in sub-section (1 of section 253 of the Income-tax specily ordars
that are appealable before ITAT, Order passed by ihe prescribed autherity under sub-clauses (vifand
(viadof clavse (23Cy of section 10 s not included in this sub-seotion.

It seeimns o be diafiing erros o the Act A congaralile order w's 124 of the At Tos refiasl (o register 5

charitable trust is appealable before the Appellate Tribunal. The decision of the prescrobed autbority
ter nelise b granl appeovil can have sipnafbennl inplications for the edivcatiomal of medical dsrination
under the Income-lax Act.

Agcordmgly, it is propesed 1o amend the said sub-section (1} of soction 233 5o s to provide that an
nssemee agmneved by the order passed by the preserbed antharivy ander sub=clanse (vi) or (via) ol
section 100 25C ) may appeal v the Appellate Tribunal,

This amemdmern will ke ellecn from 17 day of Juse, 2005,

. CURBING BLACK MONEYGENERATION

T.  Cark on purchasing or giving advanoe fer purchase of immovable ssseis

It is widely believed thal large volume of black money tmrsactions ceour in tmnsfer of immovable
progeries. In order toeurb genermtson of black money by way of dea lmes i cash in immovable property
transaclions i is progosed to amend scetion 26955, of the Income-iax Act 50 as 10 provides thal no
person shall acgept From amy persom any sumn of money, wisther as advance or otherwese, in religsn
we ransfer of an inmavable property otherwise than by banking channels, if the amouni is teenty
thonsamd rupess or mose, Somilar smendments have been made in section 269T w provide that no

10|Page




person shall repay sy advance recéived in relation 1o immovible property otherwise than by
binking chanmels if the amound is twenty thousand nepoes or mose,

Conmszpuential anmendmenis i section 2710 aned secnon 27 1E has been made 10 provide penally for
fwikure to comply with the amended provisions of section 36955 and 29T, respectively,

These amendmenis ane proposed o be effective from 17 day of Tane, 2005,

Camame sy

The extsting provishes conbmned In sectfon 2695% ard 2007 of the Tcome-tier Aot provide that e
paersan el Ak oy n';r:!.rlj.:_.l'm.ur."r.-'l- QR PerEw Gy S v rk';m.n'r adherwtse Han .|‘:r|.'.‘h1rr1'firg ety
i et carveemarit o Sl foan OF depnsil B Pwern thonsans supees or more, e case of secl Wodation, eirnive
awamannt o faan faken or repaid i labie for peaaliy
e propoyed eeendment fneernd fo frear advance received or peprata ie cash n relaiten o framovably
ety @l frar sl the ool Trrn fake o .l'r.-]'.lul‘r.l'.

T amerament r e preseand form owill bove v peaching bepliensiions, ¥ & alse expected o bis el
farnly, v aenally shem conh received from depovitony ax sdveice agening properies,

It i ypaperigny fer et feed fve presygnosad awrendireent ie the present fiem shall gffecs anly aduemee recrived
o repald (e relation fo feeisfer of tarovable propesle However, wilien the Trsaction dossi T invalve
aavapce, and endire constderation & mard b ef Be e o iransior of immovable property, Hen o opre
nlrr.l.ru'rm_. seeiiear 28058 vl ' r.llnlnl_' ¥

IV. TAXINCENTIVES

R Albwwanee of halance 50% adaditional depreciation

Ulinder the existing provigions of section 33 | Wita) of dse Act over and above the penernl depreciation
allowance, sdditional deprecintion of 0% of the cosi of new plant or machinery acquired and insialled
by the manufscmring and power secior, 5 allowed as 8 deducien. The additional depreciation is
restricied to 50% when the new plamt or machinery acgquimed nnd instalied by the assessee, wns pul 1o
use for the purposes of business or profession for o period of Tess than one hundred and cighty davs in
the previous yer,

Mom-avoilabilicy of full 100%, of additdonal depreciation for acguisition and installation of new plant
or machinery in the second hallofthe vear may medbvate the asseses o defer such investmient to the
next wear for availing Dall 100% of addinenad deprecinion i the aext year. To remove the
discrirmdnation i the matier of allowing additonal deprecintion an plant o5 machinery nsed for fess
dexm DO days and used for 18 davs o more, il & propesed we provide that the balanee 50% of the
additicnal depreciiion on rew plant or machisery acquired and used [or less than 180 doyvs which has
ool been allivaed i the vear of sequisition and installason of such plant aor rschinery, shall be allowed
i the pnmedintely succeeding previous vear,

This amendment will ke effset rom 152 Apal, 2006 and will, accosdingly, apply in relaion o the
psscssmeni year 2006G-17 ond subsequent nssessmem yenrs.

Coramenis:

The iz of altowawee of afmres addittenn! depreciaiion. was o mpier of digpate winh the dor
antfeoritics. The Hoo'ie Detlhi Trituial in the cose of Cosmion Filug Lid 139 ITT 625, ohe Ciochin
Trrhual o Apolie tores Lid 45 Tamumn,com 337 ama the Mg Treibowal fn MTC Rolfine Wil
(L FTA o 2780 Y datedd 1352008 forve Bl shict e exvbva deprrecianton aflovalde imcder
section 220 el i mn exiva faceniive wilch fas beer sared o calowleled (e e yeer of roposifion
buid restricted for thal pear fe 30 per cont o gcoond of usege; e sold sared incentive mast be munde
averilirile in the sicfeequens vere, However i the case of Heabes Tadfia Lia 144 TTE 403 | tive Flon'hie
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Cherment Fritaraad ook a coetrary view aad beld thet the previstens of Section 32 de ocld provide fer
corrry forvisrd of Fesioan aaldiiteaal depreciaiion.

Thes propesed mmepdment seels o rest e comtroversy by peovding Ural the balnee additfons)
depreciation will be aveifoble in the subsequen vears. e igsne af alfow afility of claim in earlier vears
FemiRs resolved,

B Incentives for the State of Amibra Pradesh and che S3aie of Telangaza

I vrder 1o encournge the senting up of indusirial underakings in (e backward areas of the Sie of
Andhra Pradesh and the Stace of Telmngana, it is propesed 0 provide following new locome-tax
MCCIHIvES =

1A) Additional Imvestmenit Allowance

It is proposed o insert o new section 32AD in the Al to provide for an addilional investmend
allcrwanee of an amount equeal te 15% of e cost of new assel as specilied therem acquired and
mstalled by un assessce, iF—

Gid he sets up an undenaking or enterprise for manulaciure o production of any article or thing oo
or afier st Apral, 2005 m any notified backward areas in the Siste of Andbhm Pradesh and the Siate
of Telangans; aned

(I} thee new assels are acquired and msealled for the purposes of the sadd undenaking o cuerprise
during the period beginming from the 150 April, 2005 o 3150 March, 20240,

O sale or otherwise transfer of the plamt or machinery within o period of 3 vears, deduction allowed
gleall be dezined 10 be income chargeatde s basiness profis o the vear of sale or irangfer. However,
this resiriction shall not apply io the amalgamating or demerged company or the predecessor in 0 case
of amalgamotion o demerger or busingss reorpanisabion bt shall confinee w0 apply 1o i
amealgamated company or resulling comgany or successor, 25 the case may be.

{8} Adchitiennl Depreciaton o the rate of 35%,

Utwder the existing provisions contaied in Sectson 3Z(0Ma) of the Act, additonal deprecsation of
2 s allowed im respoct of the cost of plant or machmery soquited and instlled by by the
e Eacimmng and power sector,

In order o incentivise soquisition and installation of peamt and machinery for seiing up of
o faciunng wals in e notified backward area i the Stale of Aodbra Pradesh or ibe Stae of
Telanpana, it is proposed to allow higher additional depreciation af the rate of 353% (instead of 2%
m respect of fhe actual cost of new nachinery or plaol (other than a shep and airgrdi) acguired and
mstalled by o manufaciuring undertaking or enderprise which is set up in the notifed backward arca
of the Stote of Andbra Pridesh or the Sote of Telangang on or after the 151 day of April, 2015,
This higher additiona] depreciation shall be availnble m respect of acquisition and installation of oy
pew machisery of plod e e parposes of the sabd uisdemaking of enterprise dunng the persod
beginning om the sz day of April. 2005 and ending before the 1si day of April, 2020, The eligible
machinery o pland for this porpose shall nod inchude the machinery or plami whach are comently nob
cligible for additonal depreciation as per the existing provise 1o section 3201 i) of the Act.
These amendmems will apply b relation o the assessment yvear 2006-17 and subsequent sssessment
VEHrs.

Loy

Sarciinm 22400 i o mely dnseried J'm:wm'hu'prnl':l'::l:un Ter gnceredranine fmeleasdmiand inadiows enacd spode grroaitie of
the backword preas af the Siafe of Aodlea Pradesh ond e State of Telorpan, Sl uniis con gl
bemefity o the proposed rsertion of Section 3240 dal 153% oo alve berefit of dedvetion available wrder
Section I2A0 G0 L% fi e cosd of new assers exceads Ba 25 orvaresh. Moreaver it (5 also proposed o
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proviae o iigteer adiditioand deprreciaiion of 3% Jo sl anite. Vi the overall beoefis for new snits with
oot ay mew assels s deifaed Merein ) evceading B 25 croves the overall bengTy under Seotton 3240,
200 e proposed Seetion FXATY sl e 853 % el teaese will cose af mew assess By 15 cpares ov lexs
il fe 500

This denicnion shalt be gwinble over aod afove the existing dedireion availabie urder Secifon 3240
aof the Act. Secten IXAC of the Aer provides fhat, where a cosgary angaged i the estress af
meTrfaciiee or prodaction of any aeicle ar Bimg acgiuires aad irstalls pew assels as speciiied thores,

anied et o of ectind cosd af sl new aosety eogiired i Destefed diising @i previony vear exceeds
Ry 25 cwowes, 15% theveol ts affowed as deduciton, Aecordimaly, Ifan anderiking is sev up im the motfied
ek ey (n de Stoles off Aralheg Prodesh or Telfangame by o company, 8 shall Be efigille o efalin
dedticom wdler he existing prevsions of sectiar 3200 of the dod ax well ax pnder He proposed secliog
ALY i falfitly M condifions swelt ey fvesiment above g speciffed Peeibald specified v the said
section F 240w condifions spec fled smder the praposed section 52410,

It vy B noted Bt berefT of Section 3240 i avaellndide oiely to congmany Bl et of te pragosed Section
JIAC (5 avadloble to ol aesessees

. Deduction lor cplevment of new workmen

The existing provisions contained in section SOITAA of the Act, infer alia. provide for deduction toan
Indian compairy, deriving prodfiis feem mamifaciune of goods ina Belory, The quantuins of dedection
allowed s equal to thiry per cond of additional wages paid to the new regular workmen employed by
the assessee dn suel Getoey, 0 the peeviows vear, for three assessnent vears iscluding the smsessment
venr relevant to the previous vear in which such employmend is provided.

Clise (a) of sub-ssetion (2), inter alin. provides that no dedsction onder sub-section (1) shall be
viilable ifthe fociory is hived off ortrumsferred fromansther existing eatity or segquired by the pssessee
company as o resuli of amolgamatkon with anotler comparye, Expluwion jo ihe seetion dofines
“Additienal wages" io mean the wages paid vo the new repular workmen in excess of hundred workmen
conployed during the previous year

With a view o encourage gencration of emiployment, it is proposed o amend the section 50 as i extend
the benefit toall assessoes having manufacmrsg units rather than restricting it (o CorporRie assessoss
onfly, Further; in osder o enable e smaller amits we cloom this imceive, it is propessd o exiend the
bereli under tie section 10 uiits emploving even S0 instead of 1060 regular workmen

Accordmgly, it 15 proposed 10 amend sub=section (1) of the aforesaid secison, Tt s alse propesed o
ameend clause (i of the Explanation so as w provide “additional swages™ o mean the wapes paid o dw
new regular workmen in excess of TRy workmen employed durmg the previous year,

These pmendments will lake effect foom the nssessment year 2006-1 7 and subsequent sssessmenl veurs,

V. MINIMUM ALTERNATE TAX

1. Ratomalising the provisions of section 115]8

Section 86 of the Ad proavides that v inconte-lax is payable on the share of a member of un AQP, bi
the income of the A0P in cerain circumsiancss.

Hoewever, under the present provisions, a company whicl is a member of an AQP is liabie 1o MAT
om snch share also singe such income is mod excloded from the book profit while computing the MAT
Labaliry of the member. In the case of @ parter of a (o, e slare in te prefits of the lrm & exempi
im the hands of the parmer &3 per section 12AY of dhe Act and no MAT is payable by the parmer on
such profins
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Section 20 14} provides that any securiies beld by a Foreign Instinationsal frvestor which Teas invesied
in sich securities b accordance with e seeubations made under the Securities and Exchange Board
of Tedia Act, 1992 would be capital as=el. Consequently, the income: arising e a Foreign Instituional
lowesior froom ransactions o securities would always be in dbe muure of capaial gains, Under the
provisions condnined in Section F15AD, long tenn gains arising on tanslEr secarities are chraspeable
ab the mate of 109 and ghor wenn gadis (on which 5TT = chargeable) ab the site of 15%, However
there is no exclusion of such capital gains from the Jevy of MAT under Section 1E51B.

I is proposed fo amend the section [ 1558 =0 as jo provide that the share of a member of an AQP, m
the mcome af the ADF, on which e incame -t 15 payable in accordince will be provisions of
saction b of the Act, should be exeladed whilz computing the MAT liability of the meniber under
FLAIE of the Act, The expenditures, if i, debifed (o the profit loss pceount, comesponding fo such
moome (which is being progosed 1o be excluded from the MAT lability) are also proposed o be
ndded hock 1o the boak profit for the purpese of compuioion of MAT,

It is also propesed o amend the provisiens of section L13JB s0 a8 o provide thal income from
trinmchions n securities (other than short lerm capitol goas ansing on tnnsehons o owhich
gecuritics ranssction tax i nod charpeable) arising o o Forzign Institutienal Investar, shall be
extluded from the chirgeability of MAT and the profil comesponbing o such moome shall be recheced
fieowny il bk profin, The expendineres, iy, debited o the profit less account, corresponding w
swch income (which is being proposed o be excluded from the MAT linhility) are alse proposed 1o
be adcled bick 1o the boek peodit for the parpese o comgutsion of MAT

Thesa amsendmznts will appdy in relation so the assessment year 2006-17 i subsequent sssessmenl
yoars,

Camnmeniy:

The propaend ameriiiestis seeks fo exclivde fnoae from shaee o an AP of a semier company winioh
s eatherwidae e fomble feosor compuifaiion of ook prefts g feve WA T, preaiolerg o march awacied redie],
Fuwther , FlIs will nof e reguived o pey any MA T on sransictions (v securiffes fatver tan short ferm
n?PJMJ'gq?Im TTNTREE OR Bty on wilRelr peenrities trarraciion My 1T e cearpeablieg, p.l-'mf:rg frene
sy arwanitend wedief Ty amendinent seens o he prospeciive.

Mowever po sach relie)l & elfoaed to Tidinn Compemies aoad ey shall consimre o pey AT or lorig
feran shori-fepm copibal gmaine chargeahle fo 57T which = ofieriise eveopl chargenhie of a lower pere

12, Amamnt of tax sumghi te be evaalal for the porpeses of pennkty for comcealment of income wmler cliase
(i) of suh-scetion (1) of section 271

Uisdizr the existing provision contained dn Sectieon 271 1Ne) af the Act penalty for concealment of
moome or fumisking inacourate particulars of income is levied on the “amount of tax sought ta be
cvacled™. which hax been delineclinter-ale, 3% the dillerence Berween the mx doe on tha iseene
ussessed and the 1ax which would hove been charpeable had such totsl incene been reduced by the
anspnl of coicenled nome

In cases where tax s chargeabie under book profits under Seciion 1518 or 1131, the Couris have
bield that penalry under Seciion 27 1{ Le) canned be levied where the concealmeni of Income ocours
unsder the income computed under general provisions_ os by viriue of deeming fction book profs is
decried Lo b the btal meome,

Tax paid under the proevisions ol section 11518 or 1150 over and above ihe tax Babilsty ansing under
genera] provisions s avatlable as credin for ser ofl against fiare tax lEabilins,

Uisbzrstaternend of ieome and e ax labiliy (hereon under gerseral peowisigns nesalls in Lrger
amecaunt of =such credit becoming availabde 1o the ussessee for sel off in future years. Therefore, where
concealment of meomse, 05 compuated under the gevenl provisions, bas laken place. penalty under
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Section 271 ek should be leviable even if fe s lability of the assessee for the vear s been
determined under provisions of section 18518 or 11530 of e Act,

Accardimghy, it 15 proposed 10 anseied section 271 of e Acl 50 a5 10 provide that e amoum oF i
soaighit to be evaded shall be the summation of tax soaght 0o be evaded under the general provisions
o the tix souglil 10 be evided uisder the provisions ol section 11318 or 1180 Howeser, i an
ameant of conczaiment of inconse on any Bsee is considered both under the general provisions and
provisions of section 1138 o 1150 then such smount shall pol be considered in computing tix
spughil to be evaded wnder proviskons of section |15JE or 113)C. Furher, i 2 case where the
provisions of section 11518 or 1R are oof applicable, the computation of tax soughi i be evided
under the provicions of section 11518 or | 131 shall be ignared.

Thas ameendasent will apply 0 reloten e the assessanent vear 2016-17 and subsequent assessment
Vears.

Cormamenis:

= The araevdvend seeks fo il the decsion of the Detly figh Coued i the cove of Nabaw Sors Brvesm o
Lia wdearadu et Conatt Bl theat the G af concealinent wosld fave pepereiiesion oily Wi asssssmed
wintddid v Beesr dare urder mormal procediore, W eesessmend was made on mesae compried woder
S A RIB coned fre daeed beew pald or fecome seocompided, o pesally condd o be imposed even i the
fazs deternuned y the assessee i redieced, as By deoping Tonion bk proyies o deemed fo be the fotd
income, Spreciol Lepve Petition of the depaertment Ciold Appeal Nogsh TS840 dt (05200 2 againsd
il oo of the Dhefled Tiialy Conrs luax been dismissed By the Hen Be Supreame Comnt

V. INTERNATIONAL TAX AMENDMENTS

13, Compamies amd their residential siatos

Existinig Provisi

As per the existing provisions of Boction 6 of the Act, 0 company is said to be a residem in India, iF
it b5 an Indipn Cempany or diuring thal venr 1the control and momsgement of 03 afairs & sinsned
whadly in India.

Budget Proposals

It b5 proposed o amend the provisions of Sectbon 6 of the Act, 10 provide that & company shall be
residend of India if it is ony Indian Company ard its place of effective management of iy e in
that vear is in Indin. 0t is proposed 1o define th e “Place of effective managemant™ 10 mein a place
wheare key management and commercinl decistons that are necessary for the condict of the business
of the enfity as a whole are, in substumnce mwde,

Cmime s

= Tl concepi of conmtrel amd anamagrement G pregosed To b repleced by the plirce of effective managensent,
The POEM tet L. the Place of Effecive Manegemen? Tesi jor deteronining thee residency of corpaeates
i o cocepn that hoy evelved from the EECH Mode! The QECD Mode! Cosmmentary oy afwenis beea

corstierea’ o ferve o Biehdv persaesive valiee, The et tat the Finence Minister fas desm reference
Jreure tive Moded Conmmentery for e prorposey of definiog the fevm, fortfher strengibons e s vedue,

Commegueni fo e proposed oomesdireenes, /ot amy e dweirg dhe vear, e comprany s Sey mamggement
oo cormereial decinieis are faken in frais, @ ohiell be deemed fo be o resident o e, Dhe regurrement
of compiele condrod ard margrement of it alfrs during tat wear 5 proposed fa be seplaced &y e
comeend af effeciiae maragement of ane beee daring e vear
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Pl proposed amerdrend iy o eligpangy tee conditions for rexicferce with that smemitoaed i the Do ble
T Avoidimce Agreements, §t Iy perrirent o mode el special core shoald e faken e defermibiing the
restilemturl sfeti jn cses of oourites with wlich Jodia dees ot bee g Dealle Tay Avoidarce
Agrecmeal.

14, Pwwer of CRDT to prescribe the manmer amd procedure for computing period of stay in India

Section 0 | } is proposed 1o be amended 1o enable CBDT fo prescribe rules for detemmination of period
of sty m Inghin of an Indiam cilizen, bemg a member of crew of o [oreign going vessel leaving Tncia,
The basic reason for prescribing mibes is to avold uncerainty in the manper and basis of calculasion
for number of days presant in India for defemmining the residential staus of the cres members,

The amendinent will take place retrospectively from | April 2005,

15, Imdireet transfer of assets — mach necded clarifications ssoed

-

Camarne

The Finance Mimisicr kas proposed significant amendments in provisions relating to indirect tansfer
of assets by way of amendiments io e Act and circulars’ ot Geations o be wsted subsequamiy,
Much of the smendments proposed were supgested as part of repont suppested by the Exper
Comminee under the leadership of Dr Shome,

The following ansendreins shall bowever apply prospectively from AY 2006-17 and are propased &
b made by insertion of Explomsations & and 7 1o Section 901 i) of the Act,

Sliare of dinlerest inoa forcign entiiy shall be deemed o derive s vahee mbstanially Gom asses
locaied in India, if on the specified date, the value of Indian azses;

o Exceed Ra U crores: and
o Bepresencs ot Bzasl 30% of the value of sssets owned by the company or entity,

Yalue of an psset shall mean the Bir market valug (FMY} of such asset, withaut reduction of
liabilinies, i1y, mrespect of e assel

Specified date of valuation shall be the date on which the accounting persed of the company or
emlity emds preceding the dare of transfier, Where, however, (e book value of ihe asses as onthe
date of transfer cxceeds at bensd | 5% of the book value of the asscts as on the last Bolance Shect
date, the date of transfes shall be the specified dane af valuarion,

Munner of delenmination of FMY of Indion assets vis-d-vis global assets of the foreign company
shall be preseribed i dee rules. Funher, the gaims arising froo the fransfer of share or mierest
shall be determined on proporiional basis.

Reporting abligation las boon cast on the Indizn concern throagh of inowhich Indian assers are
held by the foreagn company or the entity, Moo-complionee will alirocy penalty of 2% of the
iranaacteon vabue; where swch ransaction had the effect of divactly or indirectly irasferning the
right of management or contred i relation o the Indian concern.

Following exempiioms have also been provided:

Tramafer of share or erest in a foreign enbly if the ransfergs, along with s Associaed
Enterprises (AE} neither holds the right of control or mamagement nor holds voting power or share
capital or imerest exceeding 3% in the direct odding compiny or foreign emtity. Ly case whene
foprcign enlity = ool directly helding the Indian assels, the tramsferor must not also bold amy
particrpation mights which eniitle i1 10 exercse condrol or managemen over the direci holding
COInpaly oF ety

[n case of amalgamsanon of demerger, subject 1o ceraim conditions.

Ml
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Dptaited prodelines bave now beer e o provide mveh meeded oleriy be provisions relating b
indirect frpigfer of aisels,

T prapovaly belp dn peomating ease of doing ey for e foreign fnvesiors oy alve miniroing
o aligpies dierieg the assessiient shge.

Dl b preoyrovad edeeres Uhe gonbdgneities swrroruaing favalion of portfodio fnvesiors sequdring les
thiar 5% woding power (shurres) i a foreipm eptiy odiling stares of an Irdumn conpany

6. Poyment of interest by PE engaged in banking business te its head office

Exis Ay

Ax per the provissons of Section ™| Mvhof the Act. the mierest pavable by a person resident m [ndin
by 0 person tesident autside din 15 deemed o aceroe or arse n India excepd where such interest s
payable in respect of debt imcurred o moneys bomewed and used for the purposes of a bisiness or

profession carried on by such person ouiside Indin or for the purpese of cuomimg any income Trom any
goairce oulside India.

In the absence of any specific provision 1o 1he effec for asdessees engaged in bonking business, the
micrest paid by the Permanent establishment in India to its head office abread was not decmed to
acere or anse o lndia,

Badyel Proposuls

The Finance Bill, proposes o insert an explanation (o sub clonss (o of Section 90 1Hv) fo clarify thal
ary in cose of @ nome=resident being person engaged 10 bemking basimess, the inlere st pavible by the
permancn! establishment in India o 53 head office’ or any permanent establishments abroad or any
other part of such non-resident auisede Tndin sholl be deersed 1o accnie or anse i Tndia, Sach
pemeEnenl establishment in India shafl ke decnsed 1o be o disting and independent entity and the
provisions of the Act relabing 10 the computntion of tatol income, delerminabion, collecton and
recpvery of Lax shall upply aceosdingly,

Camameni

Az a residt of the proposed aorerdmenis the mding eid down By e Specral Beack of mee ITAT i the
cawe ool Sl tosttion Lfitenel Bonking Corporation ve, DUT 1O feevsar oo 364 200 2] r iils regarnd 2hall
st reversed. The raling Bod fobd dowa that " e sald e, oo be foved in India fa dhe bamds
of aEressee ank, @ foveimh enfevpiise ferng paniend b sell whiclh camrad gree erse fa arcome tai i
faraife w fadier i per the domestic foe ™ Blovever, piesisast fo e esertion af the propased eaplanitiong
fer S tbon S vl e same sl oo fomger hold good

Fuirther, the permanent asfabliishment i e sl o Be alfoved o dedficerion of the ilerest paid fo is
fevrad ciffice wes Ak af the Aot o cose where dox s PES ol tiee Act o nor deducied o the e af
ireerking S0l perisneins.

17, Fuand mamapers in India not to constitate busisess connection of offshore Tumnds
Mew proposal — Section 9A imsered

The progosed insertion of Section YA i the Act seeks 1o Gacilinie relocation of fund managers of
offshore funds in Indin by madlifving “business connection” principles in respect of find managers
operiting  from Indm, The sub-section proposes thad, sebject 1o cerfain comdibons, acinaties
udertaken and services provided by a fund manager in India to offshere funds swill not constitute a
“hisiness conmection” or resull in " permanent establishment” of an offshare fund heing constitwled
in Indin

Corditions required 1o be complicd with by the affshore fund
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«  The fund is established or moorporated or registered owmside India, which collecis fupds from its
imermbers for investing 1 for their benefit,

¢ Mot a person resident in Iedin bat is 2 resident of a country or specified termitory with which India
his sgned o DTAA,

e The ageregate investment i the furd, directly or indirectly, by persons resident m India does not
cweced 5% of the corpus of the fund.

e The fimd and its activitics ane subject 10 agplicable investor protection guidedines in the coumiry
or lermitary where i is a resident or i ncomporaed,

s Has a nunimam of 25 mervbers who ane direcily or indirectly not comsected persons (as defined
in GAAR provisions — Section 102447)

e The fumd should have a brosd-based membership,

o Any member of the fund along with connected persons shall ped hove parlicipation interest,
direcily or indirectly, i the lmd exceeding 1R,
& Ten o less oeembers along with their connecied persons shall have pariicipation interest
direcily o mdirecily, mthe fmd less than 500,

& The fimd shall noe invest mone than 200%% of its corpus in sny entity.

e The fumd sholl not invest in any associale endiby.

o The mombly average of the corpus of the fund shall not be less than 100 crones,

e The fimed shafl nar carry oar conirod wid manage sy business @ hsbia o from Diskia. Funber,
ihie fumd should vod engage in any activity which constitines a business conneciion in [rdin

e The remumerabion paid o che fmd manager in respect of fund manggement activiey is mat less than
the arm’s length price.

Copditions requited b b complicd with by the fomd maniger:

s He must i be an emploves of the fund or 3 conmested person of the fund

e He s registercd as 4 Fund Munager or an Invesineni Advisor under the SEBI Regulations and 1=
seting m ihe ordinary course of busingss as o fund manager,

#  He along with his connecied persoms 15 vt enbithed o mone thon 20% of the profits accnung or
arising 1o ibe fund from the ransaction camied out through the fund manager.

Thee fured shsell be recpuared e funmish g stabement of complisee of the aforesiid conditiens within 9
dovs of the end of the. finnpcial year.

The abawve section shall sod have any effect on the scope or on determination of otal iceane of the
Fiorwd manager, Adso, the operation of the new Section shall not result in exchesion of any income from
the 1olal income of the Mnd which would have been so included omespective of whether or nol the
fund manager constifuled o busitness conmection,
Comime s
This pragiasal comies oy a hege veliel for offihore finds ard (5 0F ee wiih peoeciice folfowed tn arfier
ifermationnd fursdicions sechidieg O DA and Sagepore. The propasal will belp in establisinrg
Jradiva ax o cesdre o fard Biansgennen,
P mvestors generaily prefer moragement feams Ml ore closer fo (e assed for bally imvestmen!
icdemiicaiion amd preservarion of valiee The abeve propesal shell provide mieck meedad rpespire in
el rE SR FuCh SIVUCIETIRE CORCETTTS,
The cohove prropased wies fong overdive. The Finance Mivisiry vide Jeiter deved W Sepr X0 3 had nudged
CROAT e e o clfarifiomiion or s come, MEET I'r.ll.l.l'Mrﬁl'n:"lTl.ﬂ".TJi-'r.I' i fdrenduce safe harbowre” rdex in

o Lot v ' Pudpet e sought g clear aisrinerion betvweer o furad and a fod naneger, flowever, wo
sarcl efartficeiion wor crsmed

Ax ar resanlt, preesernes of an arshore Qe moarcger increased the e of the fumd baing irewied os e
i Peraarent Pt isfond o o fgsimesy cormection i i Doce a basiness conmnecifon iy extabfivhed,

the fomd becomes lebde fe be foved (1) 40940
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Allenwing porifolie ramagers aodd teatr fearas b e plosically beased i fadia will inereaze job
oppraririies and reverse the falend diein,

Thiz term v s length price™ far pesnurerention do the fiovd avancger has nof been defined and reference
mwry he dlegowar fee Trapsfer Pricing Regulorions

Siringrend comelitions kave been imposed ard ondy Toege broed beved foeds sy goelliy for e beaefit,

14, Redoctbon b tax rate on imcome by wiay of Rovalty and FTS in case of non-residents
Existing:

Section 115A af the Act provades Tor special rate of x in ense of non-resident faxpayer where the
rotal income incldes any income by way of Rovalty and Fees for technical services {FTS) received
from Ggvermiment or on Indign comeerm umder an agreenient enlered nivo alier 31 March 1976 and
which ore not effectively connecied with permanem esiablishmend, if any, of the WER in India. A e
of tux of 25% wis provided by the Finonee At 2003,

Proposod;

Section | 15A is pow proposed 1o be amended to reduce the rate of 1ax on rovabty and FTS payimenis
maele 1o non=resedents o 1R

Camimue i,
D proposed aiveraiiend provides o miich seeded relie for pavients made fo pon-residens for rovelties

aned FTY Tt ds pemerally abserved Husd (o vase of Brecorods eodered (nde widl mon-residents, S payimendy
are pegilred so e orade sel of faves. Ax o resall, the effective fay raie of fax s close e 33% b e Sy

oaf v freliim ansessee,

Vit veabe ol 25%% o prosy poymends fopried o presamapiion of profit element of 83% i e Transaction;
vl vy mad Gue andd (o rany cases, resalied o indlan compirmies Tnding o i oult fo mplement nir
rl':'d'jhll'l:.lll-ﬂ*:]'.

A ey poite e Fil% o povalties and FTE w2 i lee wirl imteemationsd practice ag can he imferved fram the
recenl Deuble Tovation earlioy eatered inke b fdfa

19, Enablimg the Board to miify rules Foe foredgn tax ceedit

Purssaim 1o be DT AA entered inte by India with vareas counlries of lerriories usber Section 90 o
S0A of the Act, the Indisn faxpayer is enitled (o credit of the e puid in the foreign country from
the taxes paid in Indix on g doshly ced meoms,

The Income Tax Act docs not provide Foe any mechanism for granning of eredil of such taxes paid
ouwiside Indin. Accordingly, Secibon 293(2) is propoesed (o be amended o enoble CBDT make rules 1o

proeide Toe il procedure of granting thx cnadin of he income inx pasd in any eeonisy or weeriony
oiviside Ieddia

VIl. DEMERGERS -COST OF ACQUISITION

Ak, Cost of poguisition of @ capital wsset in the bands of reslting company e b the cost for which the
dlemmerged comuny acquived the cagdal asset

Uiedier Section 47viby of the Act any capital assel ransferred by the demerged company (o the

resulting company i the scheme of demerger & ool regarded as transker iF the resulimg compary is

an i comgany, I such cases the cosl of siech asset in the hands of resuliing company should be

cost af sucl asset in the hands of demerged company as incrensed by the cos of improvement, iCany,
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mncurred by the demerged comipome. Fustber, the pestod of holdma of sseh assel moole haneds of
resulibng company should inchide the period for which the asset was held by ihe demerged compary.

Vimber e existing provisions of the Iecome-tix Acl, (here is 00 express provision 1 (ns elfeer,
Accordimgly, it is proposed 1o amend Section 491 Kiiide) to inchede such transfers and 1o provide
thant 1he cost of acquisition of an assel acquined by resuling comparry sleall be thi cos) for which il
demerged company acquired ihe capital asset as increased by the cast of improvemenl incurred by
the dermerged companmy.

This wmendment will apply in relation o the sssessment year 2006-17 and subsequent assessmenl
jeears,
Camnmnis:

= The amerdirem serfs righr She cosd o asseis transferrad dn te Dand af e demerged compeme . Hovwerer
aix fier o spering af keliding i concermmd there 5 mo progosed aaeadment in Explomation 1 o Seclioa
2 2AN reparding period of folding.

VIll.  BENEFITS FOR INDIVIDUAL TAX PAYERS

2. Amendments progeosed in the Chapter af V1A
Tix benedits under section BC for the wirl child uder the Sakinyva Samndedhi Accoun Scheme

Section B of the Income Tax Acl. 1961 provides for deduction in respest of cenuin payments from
the total income of an sssesses being an insdivichsal or HUE,

It is proposed 1o omend Section 80 5o as 1o melude within ils ambit any swm paid or deposied dusing
the previous year m the Sukanya Samriddlu Acceunt Scheimse,

Consegquent 1o abave i1 15 propesisd to insert o new clanse C11A1 b Section Lol the At 1o provide that
mteress accried o such deposits under the scheme and any withdrowals there from in accordancs with
the rubes shall o be imeluded in s todal meome of the pssessee

This amendment bas a retrespective eifect from 01 44 2003 and therefore uny deposits made under the
sehemg during the previous yvear 2004-15 will be eligible For deducibon under Section 8 for the
assessrment vear M 5-10.

Raising the limii of deduciion under BOCCC

Section BPCCC ablows for deduction o an medividual assesses o respect of contribution by the aisessee
o goriain pension funds or ve keep in force a comirect for any annuity plan of LEC,

Thee meecimam amount 10 be allowed as deduction uider this section is proposed e increase by Rs,
-, e, 0 aggpregide the eeilmg of deduction woubd be Bs. 1,540,000/,

This amendment will take effect from the assessment wear 20606-17 and subscquent assessment years.

L mnirewiy:

« The soefd averdment doer met seek o provde any additional benefil e dhe asessee oz i
arcimn aond alfowable ae dedivction we SOCOCE feldch lnuis the agoregate deduciion io fe

arfforweel wnder Sections XN STCUT ard Suhs section (1) q.l".'\':"r.' MO TN renmions aencharged o1
e R0 R

Additional deduction under ROCCD

It 1= proposed o delefe Seg BOUDY LAY which resiricts deduction ws S0CCT 1 o Bs 1 Lakh, In
addition 10 e enhancermsent of the lima w's 3000, a new sab-secton { [B) 10 be inserned w.ef
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ALY 2006=17 5o s 1o provide foran addivional deducrion ug i Ra S0000¢- for comributions. made by
any individieal nssesses under the NPS,

These amesdmienis will take oot foomm th assessment year 200617 awd subsequent sssessmenl years.

Comments:

- Phergfore, oo asonnt affswvabde ar deduction in comperiing fofal eome wder Section
AT T 1wl amerwe e restractedd fe TOER n.l".ml'a'.r_h:-"gmu rr.n':'ilr:l.r:.. s e case meen tue Flowever,
fies will be sulfect o restetion of B 5 F0ONY- alfewalle g an ageregote deduciion umler
Section MM TFE Lo dedection weder Sechion 887 + Section ST - Sebe sectior (1) i S
SO < = R f F00 000,

= Mewerser, |':|_|.-'|r.|.rr.l||':u:.'.'r.-.':|' et nllll.'ﬁlulll'-.\'ﬂ'crfr.l.lr (), e assesnee wiltd b c'.l'l'g.i.l':i.l'e i clerime n'_.l'urjker
deduction o Kx 300N gprars fromr deduction already claoimed. This dedvection warld mor e
affrweed on ammnn on whicl @ dedfection Hay already been claimas! ard aifovey’ der S
sechian (1 af Section SOCCTY

Arneclmicnl i section RO relating to deducion o respect of healih isamnce gosmia

It 5 propesed 10 rase fhie Limi of deduetion frons Bs, 15,0806 o Bs, 25 00K where pivoient @ being
mpde for edbeer than senior citizens; and from Rs. 200040 1o B, 30,000 in case of senior citizens. Furiler,
i new clse s proposed o be insemied whendin amy nedical éxpenditure micusmd lor a “very semwor
catizen' (age of Byears o mare s for which no amoun kas been paid for insurance on the keabth of such
persom woh be allowed as deduction sulbgect o o moximmnm ceifing loit of Bs, HUKH,

Hewever, an assessoe can claim an aggregate masimam amoant of Bs 30,000 in respect of the fwo
aforesaid poyments

Similarly. it 15 proposed o rmse the Limit of dedoction frone Bs. 15,0000 to Rs. 250000 m the coses
wiere hiealth nsurance i pald for he paremts of doe wbividoal, (Bs 300000 wiwse s pasent 14 3 seidor
ciiizeny. Further, & new clause is proposed 1o be inseried wherein any medical expendiiure incurmed in
the afpresid enses for a *very senier citizen” {age of B0 years or more) for which oo amaund his been
paid for imsurance on the health of such person would be allowed as deduction subject e o maximum
cedling linid of Rs. 20,04k

Hewover, an assessee can claim an aggregate maximam amoand of B, 30,00 in respect of the two
aloesadd paymenis

These amgnddaents will came mlo @ffect From the pssessmen) yoar 2006-17

The govenumnent consbdering the nising cost of medical care and special peeds of o disabiled seeks o
ameend the existing provisions of Section 8000 1) 5o as o taise the ot of deduction frean RBs. 540,000
i Bs, 75 000V- i case of expenditure i espect of a person with dessbality aod that in case of persan
with severe disability, 1o Bs. 125 (M0- from eartier limit of Rs. [0 0004,

Furher, under seclion 2O i case of an dsdividnal, being & sesslent, who, 3t any fane diming s
previgus year, 15 certilied by thee meedical authority 10 be a person with dissbality, Bnnis are aecordingly
proposed to be medified we Bs. S00000- for persons with disabilioy and Bs. 750000 far persons with
seviere disnbility,

These amendmienits will take effiect from the asseesment year 200061 T and subsepuent assessment yers.

Hﬂitu_'l.g thi lumal of deduction under sucisom HIDDE

Iy arder o elaim dedocion under section SOLMIE, he daseiiel wak fequirgd o fiarmisly n cerrificate in
the prescribed Ffona, from a prescribed specialest workmg in o Govermnment hospitul. The requmement of
o certificate from o doctor working in g Government hospital coesed undne hordshap lo il perseos
micnding o claim the deduction.
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Therefore, it is now betng provided that the assessee will be required 10 obiain a prescription from &
spocialist doctor for the parpose of availing this dediection,

Further, a fighes lnoi of deducoo of up 10/ Rs, 80,0000, G the expendinore Bicurred in respect of tk
medical treatmend of 8 “very senior citizen” is proposad 1o be mseried m the said section.

These amendmients will take eMect from the assessment year 2006-1 T and subsoquent sssessmient years.
Tax benefits for Swochh Bharat Kosh and Clean Cianes Fund

It is proposed (g provckde ik donations made by ooy doenar 1o the Saschl Bhoral Kosh amd donations
meade by domestbc donees 1o Clean Ganga Fund will be cligible for a dedisction of hundred per cent
from the tot] meome ander section 800G of the LT AcL 1961,

However, any sum spent in pursuance of Corposate Sociul Besponsibility under sub-section (5) of
secton 135 ol the Cormpanies Act, 20002, will ot be eligible for dedustzen fro the todal income of e
donar,

Thesa amendiments will sxbos effect retrospectively froan L8 Agel, 2005 and will, aceorddingly, apply u
relation to assessment year 200 5-16 and subsegueni assessment vears,
One hundred per cent dedwction for National Fund for Contrel of Drug Abuse

The Matuonal Fund for Comirol of Dig Aluse consuiued under section TA of the Marcone Dinggs and

Peychoiropic Substinces Act, 1985 has been brooght under the ambit of Section 20057 and accordingly,
any comiributien nuade o this fisd 2 elagible for H0% dedsction

Thess amendments will ke e from 151 Aprl, 2006 and will, accordingly, apply in relation o the
assesarnent year 2016-17 and subsequent assessment vears.

TDS RELATED AMENDMENTS

Section 192 — procedwral reguirements increased

It is propossd (o inlroduce sub=section (208 1o Section 1592 of the A<t to provide that the deducior [or
the parpose of estdmatme iscome of the deductes or for compuiing s TS under sub section (1)
obiain rem the deductes the evidence or proof of particulars of preseribed claims (including claims
for set-0ff of losg) wsder the provisions of the Actin 2uch form and mamnes as ey be prescribed,

o TS e thenee deposits ina co-nperative bank

I i progiosod wo amend secton 94 of the Act 1o expressly provide thar with effect froan 1 Jume
2015, co-operstive hanks shall be figble 1o deduct TT¥S from payment of imterest 1o itz members on
tme deposils

. TD% o Hecureing degosits with binks

Ag per the present provisions, te definson of “tme deposing” provided 1a section 19494 of the Act
exclides "Recuming Deposids” from s scope. Therelore, paviment of mierest on recurnng deposils by
banking company ar a co-opertive bank v curently cutside the seope of TDS,

It 15 nosy proposed o amend the defimition of tme deposits so as wooinclede recuming deposits within
5 sooge fog the purpese of TDS. However, the threshseld Bmdnof DGO/ 10 continae.

This arseindment will take effizcl fham 1 Jume 2003,

TDS applicability when deposity in different branches of 2 hank
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As per the present provisioens, imderest ingome For the purpose of TS by o bankimg company o a co-
opcrative bank of pablic caomgany shall be compated with reference 1o brasch of these entities. In othey
wimrds, il & person is hoving time deposits in live branches of a bank, and receiving interest below
threshold limit o epch branch, be s pot lable w be deductad TTHE,

Tt now proposed that Uhe computmton of mieresiineame ofa deductee shoold be made with relerence
to the income credited or paid by the banking company etc having CV5. as a whole and not by
melrvidual branch of such bank

Thiz pmendment will inke elfect from B Fune 2015,

25, TS um paymemnts to transporters
Under (e existing provisions of section 940 of the Act payment o contraclors is sabjecl o lax
diedwetion al soerce (TDE) aftbe mite of 1% in case tbe payvee @ an mdividisl or Hingo undooded Einaly

and at the raie of 2% in case of other pavees if such payment exceeds B, 300000 or agerepate of such
prerenl & fiaiscks | vear exceeds Re 75 000, Praor v L 102009, seetion 1940 of he At provided
for exemption from TS to an individual itansporier who did not cam more than fwe peods carriage
ar any teme during the provioes vess, Subsequenily, Fmanee (Mo 2) Act, 2006 subsisivied seetion 1940
of the Act with effeet from 110204, which iwrer ale provided for non- deduction of ax mom
paanents wade 10 e contrcion during the course of plying, hiring and Iesing goods carmaee o0 1
conractor fumishes his Pennanent Accoanl Mumber (PAM) 10 the payer.

Because of the aforesakd amendment all transporters, imespective of their size, ang claiming
exernpiion from TS umder the existing provisions of sub-section (6} of scction 1O of the Adl
ol furishing of PAM

Tt 15 now proposed to anwend e prosdisions of section 1940 ol the Act i expressly provide thal the
relaxation umder sub-socton 6 ) of section 1 940 of the Act Com non-deducion of 1ax shall coly e
upplicable 10 1he poyment in the fature of msport charpes fwheiber paid by o person engoged i
business of rranspart or olherwise) made 10 an comraees who is enpaged in il bsiness of iramsport
Le. plving, hiring or leasing poods corigge and who is eligible o compute income. as per the
provisions of section $4AE of the Act (¢ a person who i nol owning more thaa 10 goads carriage il
any time durmg the previous yeary and who has also furmished a decluraiion v this effect along with
his FAM,

This amendment will take effeci from 1* June, 2015,

27, Extension of cligible period of concessionn] tox rote u's 194100
Existing:
The existing provisions of Section 194LE provide for bower withholding tax mte (@ 5% i cose of
inrerest pavable at any tinse on or after 1% June 2003 bud befare 1% June 20035 1o FIls and OFLs o
their invesimand made m Govi seguritics and mipes denominated corporabe beads provided the raic of
imterest does nod exeeed the rate notified by Central Govt in this regord
Eroposed:
Section 1'LD i proposed 10 be amended 10 provide that the concessional rate of 3% withholdimg
fax o imferest payment shall be avatlable for interest payable wpio 30% June 2017,

The objective of the proposed amendment is b bring the benefil of the bwer rate of withlwlding 1ax
i L wath Section 1L, o respect of interest pavable an extermal commercanl bormowings {ECHE)
by an Indizm company.

2, Puymines o Moo Resadents

23|Page




Under the existing provisions contained in Section 195 of the Agt, requirenmznt of
obtaining/ fumishing Form | 3CHForm 15CA rebaied o sum chargeble umder e provisions of ihe
AcL

It is proposed (o cover the scope of Section 193 to inchide within the ambit ooy sums, whether or nml
chargeale under the provisions of e Act, The foom and manner of furmishing information stall be
prescribad.

It b5 propesed 10 inroduce Saction 2V1-1 e deyy o penaby of B 100,000 in case of noo-Mmeshing o
fumishing of incorrect informatien under the proposed sub-section (6) of Section 195 of the Act,

It is fumber proposed 1o amend the provisions of section 2T3B 10 provide that no penalty shall be

ampasihle 1F i 15 proved that there existed reasonubbe conse for non=fareishing or meamect fmishing
of the information,

Commenis:
e preopposed amenliners soeks fo cover all paerts fo pawr-residenis aod forelgn compapies, wiheilier

o nd chergeable under the provisions of the Acl. For thal mairer even payments made theonpgh crediy
oy o fow persanal prerposes ar i the conese of e advied, oy be covered,

Poral pronieions are very hamd,

20, Procedural amendmednts b TDS provisoes

Iuis proposed o amend the provisiens of secton 2004 of the A0 s6 a8 to enable computation of fee
pavablew's 234E ol the Act at the time of processing of TOS stostement w's 204 ol the Act.

Amendments hove been progased for processing of TCS retum and fling of comrection sustement in
fine with TS provissons

These amendments will iake effect from 1 June 2015

M, Withdrawal from Emplovees Provident Fund  Scheme

It is proposed Lo inseri o pew provision in Act For deduction of iax of the rote of 1945 on premature
taxable witldrawal from EPFS, However, 1 is 2lso proposed w provide & theeshold Limin of 30000~
for npplicability of aforesaid provision. Further non fumishing of PAN by employees woubd stirnci
TS m moximum margimal mate,

These pmendments will inke effect from 1* June20]1 5.

31, Enabling of fing of Farm 150005H for payment made nmber Bife insurnee policy

The Finames (B 20 Act, 2004, insemed section P9DA in the Act with elfect from 1,10,2014 |,;;|-|;|1':|-1.'|d-|,:
for deductben of tax 4t spurce ai the rte of 2% om payvmenis mde ader Dife insurance policy, which
e chargenble 1o tax. It hag been further provided that no deduction shall be made i the apgregae
amaant of payment during a financial year is less than B 100000, En spite of providing bigh thresheld
for deduction of tix ander this secton, there meay be coses whene the ey payable on rezipient’s tol
mcome, ineluding the payment made under Lifi insurance, will ke nil. The existing provisions el section
1%7A of the Act mter alin prorvide that inx shall not be doducied, i1 fhe recipient of the certain pivment
on whicl eax is deductibie Turmmshes o (he paver o sell-declaraiion i prescribed Formm No, 150G 5H
declaring that the dax on his estimsted todal income of the relevans previows vear would be nil. I is,
therefore, proposed o amend the provisions of section 1974 For noking the recipients of paviments
refemed o in section [94DA aleo eligible for Gling sell-declaration in Form Mo 13G013H for non-
dieduction of tix b soarce an accondamcs wilh the provisions of section 197 A,

This amendmem will take effect from 1si Jung, 2015,
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32, Relaxing the requirement of iddainiog TAN for certain deductors

Uhider the provisions of seciion 2034 of the Adl, every person deducting b (deducion) of colleciing
tax (oolbecron 5 nequired 1o okiain TAM ard quaie the sanes Tor reporting of s deductioncollecno
the Income-tax Department. However, carmenily, for reporting of tax deducted from pavment over a
specilied ihreshold made for acquistion of inmmovable progeny Cother than el agrcaliural ko) ram
i nesident transforor wisder section FU4-14 of the Act, the deduclor i not requined 1o obiain and quone
TAM aned I b5 allowed 10 report tse s deducied by qusting his Permasent Accomnt Mumber (PAMN)

Thee efbtuening of TAN creates a complianee burden For these individuals or HUF who wee not liable for
audaf under section 44AB of the Act. The quotmg of TAM For reponigg of TDS 15 a procedunal maler
und the same result can also be achieved in certain cases by mamdsting quoting of PAN especially for
the transactions which ane likely fo be one libe iFansaetion sucl as slagle ransaction of mequisition of
mmavabbe property from non-resident by an individual or HUF onowhich tux is dedwctible under section
195 ol the Acl. To redoee the compliange burden of fhese types of deduciors, i1 is proposed 10 2mend
the provisions of sectbon 20094 of the Act 50 a8 10 provide that the requirement of obtaining and qguoting
of TAM under section MEA af the Act shall not apply 1o the notified deductors or collectors,

This amendmeani will take effect from 151 Jang, 201 5.

X. ASSESSMENT PROCEDURE

A3, Smplification of approyval reginee for issue of malice lor re-assissment

Gection 151 of e Act provedes e samcieen Trom certain auboritics before isswe of iwice for
reassessmenl of moome under section (48, Under cerain specified circumstances; the Assessing
Cffcer & required o obtam sanction before sswe of netice under sechion 148, Sechion 151 specifies
different sanctioning authorities based om- (1) whedlser scrutiny usder sub-seetion {33 of saction 143
ar section |47 las been made carlier or pot, (i whether nobce i5 proposed 10 be sseed within ar after
four vears froan the end of relevant hesessment vear, and (1) the rank of the Assessing Officer
Propasing o Esee ot

T birtine gloplbcity, BB proguosed 1o provide sl oo aodce wsder sectpn 148 shall be ssoed by an
asscesing officer upto four vears from the end of relevant assessment yiear without the approval of
Jodint Commizsioner and bevond four years from the end of relevani asgessment vear withoe the
approval of the Principol Chicf Commissioner or Chicl Commissioner or Principal Commissioner
or Commissiongr,

This mmendment will take eifect from 1 div of June, 2005,

M, Assessment of imcome of o person ather than the person in whose cose search has been initinted or ooks
of wecoumt, sther docaments o assets ave been rogulsito ned.

Section [33C of the Act relates 1o assessmenl of income of any other person. The existing
provisions contiined in sub-secton (1) of the sad sectiom P55 provide thot nobtwiathstanding
amylhing comaised i section | 3%, section 147, section 148, secion 149, section 151 and section 153,
whene the Assessing OMTicer is satishied that sny money, bublon, jewellery or cther valuable anticle or
thing or books of sceount o documents seized or requisitioned belong o any persan, aiber than the
person refemed tooin section 1534, then the books of account or decuments or nssels scieed or
tevjulsstioned shall be handed over wohe Assessing OMicer having junsdiction ower sich ather person
and that Assessing Officer sholl proceed agninst each such ather person ond issue such other person
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redic anel nssess or nessess inconk of such other person m accordince with (he provisions of section
1534

Dispietes have ansen as do the milerpretation of the words “belongs (07 in nespect of o document as
for instance when a given document seized fom a porson i5 o copy of the original document.
Accordingly, it is proposad 1o amend the aforesaid saction o provide tat notwithstambing anyihing
contained in section |39, section 147, seciion 148, section 149, scction 151 and section 133, where the
Aszessing OfTicer 1= saesficd that any meney, bullion, jewellery or other valuable article or thing
bielengs 1o, or any books of sccownt or documents seioed or requisitioned pertain w, or @iy idomulion
conitiined {herein, relates 1o, dny person, other thin the person referred (0n section 1534 then the
biooks of sccount or dociments or asse1s seized or requisitioned shall be handed over 1o the Assessing
OQffecer hoving jurisdiction owver sich other persan and that Assessimg (Hhcer shall procesd apains!
cach such other person and (sswe such ether person notice and assess or reassess income of such ather
persom in pegordance with the provisions of section 1534

This amendment will ke effect from the 1™ day of June, 20015,

Caireniy

Lot ws Wivexreanse this wiith an evample. Sy, o peopery broker hay been searcld. A diney oy fesd which
coufain eortain enfries wiich shaow Sl A fer sold prapesty de B aw whick 30% of the fransaction value
is crail o Bereads, Tlhis dlocnimens Belarg o e property broker, thosepb She eniries theredn relate ool and
£ There hus Seen disprtes (ot A o B cgnnot be proceeded i L53C beease (e diiary doesr 't belong
et to thew. Mow, the proposed aredimen? seeks o oo thar even enforomation contained i the sotzed
deciemd can e hasis o proceed i TEIC

However, one shodd fake pote that the proposed onesrdment stall preioma-facie affect oaly when
rcrinmingieg enres are fmand, To reeall, an amerdmend wos mande m Fiogree Ao 2004, e provide that
i thet AR i sarisfivd that she books of accpunts or docaments or awsels seized or reguisttonet fave o
becrriing afl fe derermiiaiion of iaisclosed! coie o anher persor, Shen be shell proceed againes such
parstr s {330 B other wands, i oo rrr.':nrr.lr'.l.lrirmg arirve e Jolend, thew e ACY 5 mar n.hl'.lgﬂi' i
pracesd ws TE3C

A5, Revision of prder that is crroneous in so far as it is prejudicial te the interests of revenue

Under the cxisting provisions contzined Section 263 1) of the Income-fox Act, if the Principal
Commissioner o Compmdssioner considers that any onder passed by e assessing ofTicer 15 erroneeas
in =¢ for as it is prejudicial to ihe interests of the Revenue, he may, ufier giving the assessee am
oppartumity of bemg heasd amd afer making am enguiny pass an order modiBang the assessment nude
by the assessing officer or cancelling the assessment and directing fresh assessment.

The erprefation of expression “erranesus in so fieas it s prepodicial 10 (e inserests ol the revenue”™
has been a contentious one,

In order o provide clority on the issue it 5 popesed 1o provide that an order passed by (he Assessing
Officer shall be degaed fo be ermoneous in so far as it is prejudicial o the interesis of the revenue, i,
m the oqrindon of e Principal Commissioner or Comimissioner,—

(o) the order 5 pasied without making inguires oF verilcased which, showld have been made;

(b thi erder Is passed allewing sy reliel withowt inguining ingoe e claim,

(e the onder has not bedn made in aceordamee with any order, direction or imstruction issued by b
Board under section 119; or

() the order has not been passed in accordance with aoy decision, prejedicial (o the ussessee, rendered
by e jusisdictional High Cowt o Bupeeme Court in thi case of the msessos or any oilser pegsal,

Thas amendment will take effect from Lst day of Juoe, 2005
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Cramamenig

Fhe teem “wvvonpons oo peeiieadicnal o the pvtereses of e revene” has wheays heen a salyect malter of
litigration. The proposed amendmen! seeky fo dilie the seiled laow and give sweeping powers fe e
Cpmpnasiorers fo revige caves i the garh o smedeguate srguire. Wat constiies © imperies o
vertficanivae wilkivh, sfoeld hove been mede’ (v very salveciive aead mrene differ from porvon o perswr, This
iiwer ) etk o priiekera e o Tindgaiton dv faie Ko colie

Fhe crnerafiment ix proposed feoobe prospeciive.

Ai. Avobltance of appeal when identical lsaee b pemling ot Sapeeme Coort in assessee’s case

Sevtidr 15EA of the Teeome-lax At provades that diring pendency of proceadings i s case Tor
an assessment vear on assessec can submit a claim before the Asscssing Oificer or any appellate
autharity thal a question of kaw arising in the mstam cose Tor the assessment year under congideration
&= identicn] with the question of law already pending in bis own case before the High Coun or
Suprense Courl for another assessment yvear and (0 ihe Assessing Officer o any appellae auiberiny
dgrees o apply the final decision on the quesion of law in that earlier year o (he present year, be will
mod agitste Lhe same question of Tow ance agaim for the present vess before gher appellaie
authorities. The Assessing Officer or any appellate authority before whom his case is pending can
adimat ghee Clainy of the assessee and as smcd when the decision on the queston o Bw becomes final,
they will apply the ratio of the decision of the High Court or Supres Court for that sarlier case 1o
the relenand yeirs cose also

There is presenily e parallel provisson for revenue to ool fle appeal for subsequent vears where the
Diepartment is in appeal o the same question of Tiw e an earlize vear, As 3 result, appeals are filed
by the revenoe year after vear on the snme qucstson of loa anl it is finally decided by the Suprems:
Court thus, multpiving ltigation,

Apcordinghy, it is proposed 1o insert 8 new section | 58AA so as to provide dlat notwithstanding
arythimy, condpined in this Act, where any questeon of liw ansng mthe case of on assessee for amy
asscsament yvear is idemiical with a question of law arising in his case for another asscssment vear
which is pending before the Supreme Court, in o appenl oF in oo special leave petition umder Article
136 of the Constisution filed by the revenue, against the onder of e High Coun in favour of the
nssessee, the Commissioner or Principal Conmmissiones may, instesd ofdirecting the Assessing Officer
v agpis] b b Appellioce Tritansal under sulb-section 2 or sub-section (2ANof secibon 253 dinect e
Assessing Offcer to muke an application o the Appeliate Tribunal w the preseribed form within sixty
diays Troan the dae of receipl of order of the Comnmissioner {Appeals) stating thal an sppeil on the
quesibon of Low arising in the rebevam case may be filed when the decision on the question af Taw
becomes linnd in the garler ase,

This nmendment will take effect from the 1" day of Jure, 2015,

Xl. REITs /AlFs

37, Tuxabifity of copatal gains on sale of the units acquired by the Spoasor
Exisling Provisions
As per the provisions of Section 470l ol e Act ey lransfer of ' capifal e, being share af a
special prrpose veliicle (defined fn secifon M2IF0)) o a business fest e eccharge of ity allodied
by et trast fo the Sransfeeor shall not be reparded as irnsfer for the purposes of computation of
cipital gains ey thereon. Howewer, capital gains shall be computed in respecs thereod ar il time of
disposal of such units by the sponsor. Section 49 of ihe At provades that the cost of acquisitson of
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such wits shall be determined with reference o the cost of acquiring the shares of the 3PV, and the
hiolding period in respect theseol shall include the hofding period of such wnits,

socoad proviso o section 11 1A provides that the prefenenianl capital gams ws reginm (eonseguential
b e Iy of STT) available to the other anit holders of the basiness trust shall mot ke availuble 10
thiz spongos in respect of tése wmits al the tme of wansfer,

Budyet Proposnls

The Finance Bill, 2015, proposes that the sponsor would gel the same fax reatment on offloading of
uinirs wedquiresd 1 hew o shares of the SPY 0.2, wnits acguired wides the wicial ofTer on lisging af wniis)
a5 would have boen avoilahle had he tmnsferred the anderlying sharcholding through an 1P,

Furher, in s proposed 1o levy STT an the sale of seclomds acquired In lew of shases of the SFY ad
wlloar taxability of the capital gnins sceriing to the sponsor of the ime of such sale a1 the conoessional
e of 5% NIL 05 11 1A and 10038} of the Act respectively,

Cammeniy
Tl spovisor fraliing e share of the 5PV has the following exil apifors. -
o Throarglh dee IO rondle oF
o Nele of ol shares im e of the wads of dhe RETT,

= The proywuced smerdmiealy seek do being borh e oprions of pae with eeck ofiter, and exiend the
prcierential capiial geins for regime Mo the grorsoes selling thele wmits wogquideed In fen of dhefr
sherefunlding iv the 3PV, This sl provide o il o REN ard shall help ie aivacingy amee finds i o
FrEEEPeR] manmer e the real esimte secier,

. e fongr Jerm i:r:llprjm' TR ROCTIIRE fo B AR thoraeir nﬁwlrJ.rr.'.'.l' ars FIVAR) af e Aot shall comitme
fir form part of the baok peorits for the prrposes af compriimg WAT w5500 ai the Aok

M, Taxahbility of remtl eeme derived by the business trust’ REIT from assets held

The existing previsions of Section 10C2 30 FC accord a pass through staies only to the imterest income
received or recelvable by e business irust Trom 3 special purpose velicle, The Fince Bill, 2015
propases i also provide & pass through steius o the remal income detived by the REIT s from asseis
dirgetly beld by them, The rental income shall be exempl in the bands of the BEIT and taxable m the
hiareds. of the unit holders so the extem attnbatable v the income distributed (o dbeme Accordingly, no
T shall be deducted on paviment of the rent 1o the Bosiness tnast snd i0is proposed 1o amend sechion
1] 50 as to specifically exclude the sei paid s the BREIT:" from within its ambii,

It i prapesed 1o provide for TDS ot ihbe mxe of 12 rates in Foree on payments of such réntal income
to the resident’ mon-residend unii holder.

3, Pass through statws to Catezory §and Category 11 Alfermate Investment Fumds

Existing Provisi

The exisimg proviskens provide o pass through tmeation regimie only for VOO YVOF registered under
the SERL (WVUF) Regulsions 1996, d.e, ihe income is mmable in the bonds of the imvestors instend of
the WVCC WICF.

Budget progasalks

T ds proposed o amend ihe Act bo put o place o specilic regime for mxation of Category 1 and
Category 11 ALF s, providing the manner of mxaion of the moome of such mvestment fund and their
mvestors. Chopler XITFE ermmerafomg the following soliend fedares and prondsions relabing fo AIF's
i proposed o be inseried: -
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o Income under e head profits and gaims from basiness or prodission shall be chargeable 1o 1ax
in the hands of the investovend funds. Any other meome being income from eiber sources of
income under the head capital gains is proposcd 1o be exempt in the hands of the AIF.

o Incomme distributed 1o the unit bolders of (he investment fumd, 1o the exient nol charpeable 1o tax
oF excingl o the bands of the dwvestment Toed, shall B2 taxable b the hakds of the unh holders
urnder fhe snme bead and o the sune proportion as would have been chargeatle in (be hands of
thic investment fund. [t is proposed to inreduce Sectbon 1&LBB 10 provide for doduction of tax
at he rale of 10% a8 the e of disieibnaion of seeh income o the wnil hobder,

o Any loss althe investment fmd, nol 52t off agumest amy ofher hewd of income shall nol be passsl
an to the investors, Insiead the sume is proposed 1o be camied Forward by the investmend fund
for g2t off in the subsequent vears

o The provisweos of Chapeer X101 D (Davidend Distobation Tax) and X E (Tax oo diswibuied
imcome b da not ppply o income paid by the imvestment fund 1o its unit hokders,

o Iis propesed to amend the provisions of Sectiom F3% 1) requiring the iovestment funds oo fle
thigir return of isgome For ncoms’ losses incarmed by them,

The amendmenis are propased to be effodive from Fst Apral, 20046

Xll.  AUDITOR'S INDEPENDENCE

A, Certuin accountimts not bo give reparts'certificates

Section J4AR. section BTA. section 92E. section [ 1518, e mandates the pxpavers to firmish andil
FEpois inid cerbifscales 1sstied |:|:|.' an Caccoumianl’.. I:E:l.plnnu.hqm belvw section XRE(2) of the Ac
defives an “sccountant’ as & charfered pecoumant within the meaning of Charered Accoumianis Act,
1949 imcluding a person eligible 10 be appointed & pudifor under section 22602} of the Companses
Act, 1956,

Secion L3 of the Compankes Act, 2003 comiaing a list of cerin persons who are not eligible fon
appointment as auditor,

It is proposed to amend section 288 of the Acl 1o provide that an auditor who is nod eligible w be
appeinted as asditor of o company s per the provizsons of Section 141038 of e Companies Act,
2013 shall wod be eligible for carrying oot any audit or furnishing of any report'certificate under any
priveisicnas of the Act m respect of fhet campany. Cho similar lies, ineligibildy for camymg ol any
audif or fmishing of any reportcertificute under any provisicns of e Act in respect of non-comgany
# iilso praposed 1o be provided

Hoeowever, it is proposed te provide that the ineligibility for carrving out any audit or famishing of any
repart ‘certificate inorespect of oo assessee shall not make an accomiond ineligible for atendmg
meome-tan proceeding as auhorised representative an behalf of o assesses

It is fiandier proposed o peovide that the person cotvicted by o court of an offence wwvalving fraad
shall mol be cligible to aot as suthorised representative for o period of 10 vears from the date of such
(AT

Theese amendneenis will take effect frim 151 June, 2015,
Comareni:
Thin L o sveloowe siendiaent fo grsare St oudy persons wiie are rady iadependei! carey o aifes!
Sumcitan urdpr e provisions of the Aot
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Xl

Ve prevsposed definivion of avcmataat will vy disgualife exisfing Chorfercd Aceoandamts carring o
o sralin, certificarions el arder the At (v case of hodh compeinies ard re-compies.

SETTLEMENT COMMISSION

41, setthement Application for other years when 148 notice has been receioel

An pssessee may opproach Selflement Conmmission uf uny stage of case relabing 10 ham, The term
“eoge™ lung boen defined In sectbon 2454000 of LT, Act 10 mean any proceeding for assessment of any
asscEsITRen year or years, which may be pending before the ACHon the datc of fling application u's
ZASC01Y, The Expdamation 1o fhe said clanse provides for deemed commencement of procecdings
under different situntions,

Clavrse {1 of the Ssplamaiion 1o clavse (B) ol section 2454 provades that the proceeding for assessment
or reassessment umder section 147 of the At is deemied o compience from the dabe of issue of totice
udes seciion 148 of the Act. 1t has boen observed that issue relating 1o sscapement of incams is often
mvalved in mone thon one nssessment venr. [n such ease the assessee becomes elipible 1o npproach
seqtlement Comesission only for the assessmen year for which idice uinder section 148 has beeh
sssucd. Therefore, to toke the proceeding for all other nssesament veurs where there s escapement, (e
nssessee becomes eligibde only after notice under sectiom 148 has been issued for oll soch
ASSCEETLENT YCars.

In order vy obviae the need for ssue of notice i all sweh assessment years loy conmmencement of
pendency, it is proposed 10 amend clause i} of the saad Fxplanarion to provide that where a notice
uisder section D48 B ssued lor any assessopenl vear, the assesses can approach Senlenwent Compsssion
for other assessment years as well gven if notice under section 148 for such other assessmenl years
hits not been issued. However, 3 retum of income for such olher assesanenl years should have been
furnished under section 13% of the Act or in response © notice under section 142 of the Act.

The existimg provision comaised mclose (6 of the Egpdamcion provides that s proceeding for any
asseesmend year, ather than the proceadings of assessment or reassessment referred 1o in clawse { 1
or clawse (i) or clage (ie), shall be deemed (o hove commenced from the 1" day of the
assesament year and concluded an ihe dase an which the assessment s made,

Date of commencenmenl @ani conclusion of prossedings

It i3 proposed 0 amend chuse (0 of the St by provide that o proceeding for any sssessmend
wiar, other than the proceadings of assceament or reassessinent relzmed o in elase (1) or chase (1) or
clingse (riral, shall be deemed o hove commenced froan the date on which o refum of income is
fumished under section 13% or in response to notice under section 142 and conchaded on tbe date an

which the assessment is made or on the expiny of two yers from the end of relevani assessment vear, in
a casd where no assessment is made.

Timse limit for rectification of arder by Setthement Commissien

The exastmg provissen coatimed in sub-sechom (68] of section 2450 of the Ingome-tin At priovides
that the Sctilement Commission may, al any time within a peried of sx mooibs fom the date of e
order, with o view to rectifving amy mistake appasent from the record, amend amy onder passed by R
uider sidh-soction {4),

There 15w provision for sihitongl tme where the assessee or the Commissoser fles an
applicatsen for rectification teewnrds the end of the limitation period. Accordingly, it is propoesed 10
urbangd subesection (GR1 of section 2450 of the Inocase= tax Act o provids that the Setfermen
Commission may, with a view o reciifving ey oustake apparent fron the record, amend any osder
puissed b it unsder sub-section (4),-
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o arany tme within o perod of six menths from the end of month in widch the ender was
pasaed;

@ onan application made by the Prncipal Commassioser or Commssioner before the end of pertod
af 5% months from the end of month in which the order was passed, af any tone wiglin a period of
six momths from (he end of month in which such application wasmade.

lvmuakry feom peosecuthon order shoulil be speaking

The existing provision contiined i sieb-section (1) of section 243H of e Income-tan Act provides
that the Seitlement Commission muy., i it is satisfied that any person wha mode the application lor
gefibement under sectbon 245C has co-operated with tlse Senlemem Comimizsion in the proceedings
before it und has made o full pnd tnee disclosure of his inccone and the manner in which such income
has been derdved, grant 1o such person, inmiity o prosecilbon,

As imermemily & provided from prosecution by the Seiilement Commassion, if 15 proposed 1o aensd
sub-section | Lol section 245H ol the Income-1nx Act 5028 Lo provide thad the Seitlement Comolssion
while gramtmg immmnity 10 any person shall record the repsons in wriling m the order passed by il

Abatement af proceedings before AC - when

The existing provision comained in sub-section (1) of secuon 245HA ol the Incoane-tax Act provides
for abutermend of proceedings in different siteations. [ is proposed (o amend sub-section { 1) of seétion
2d5HA of the Income-tax Act o provide thad whete in respect ol aoy apglication mesde imder section
245C, am order under sub-ssction (4) of section 2450 has been passed without providing the sermns of
seittement the proceedmas belore the Settlemani Comamission shall abate on the day on which such
order under sub-section (4 of section 2450 was passed.

Life thme spporiunity — o include asessee and certain controlled eaisties

The exising provision comdained msection 245K of the Income-lax Act, provides hat where an
applicatsen of a persan has been allowed o be proceeded with under sub-section (1) of section 2450,
then such person shall md be subsequently enitled o omake an applicatsn before Senlement
Commission, I furdeer provides that mcemadn sineations the person shall wed be entitled 10 apply fon
setilement before Settlement Commission.

The resiniction is presendly applicable bo a persen. Therefore, an mdividual who has oppreached the
Setlement Commission omee can swhseguently approach again throagh an entity controfled by bim,
This defeats the purposs of resiricting the opportmnity of approaching the Sciilemeni Commission enly
oiscg for amy person. Accondingly, 1 s proposed 10 smend section 245K of the Income-tax Aci to
provide that any persen related o the person who las already approached the Seitlement Commission
ofce, itbser contgd approsch the Seltbement Costimission subsequentty. The melated person wilh
FCSpact Lo 8 PeTson Mskns,-

il where such person s an indivicoal, amy company in which such person holds mose than Ry
percend. of the shares or vioting poower at any fme, of amy finm or association of person or body of
mdividual in which such person 15 entitled to more than Gty percent of the profits at any Hme,
ar sy Himdu undivided Carily Inowhich sisch person isa karts;

i where such persan i 8 company, any individeal who held more than fifty percent. of the shanes or
wing poswer in such company a1 any time beloee the dae of applicaion belore the Satlamen
Commission by such persoa;

@ where such person is i er asseciation of person o body of midividual, any mdividual who
wis entitled 1o more than Gfty percenl of ihe profits s such finm, asseciation of person or body of
mdividual, of any thime before the date of application before the Setllemsent Commission by soch
persei;

i where such person 15 an Hindw undivided family, the ko of that Himdo andivided  Eamily,
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Appropristion of seized cush

The existing provisien comfained in secton 1328 of the Income-tas Act, provides that the issel
seteed wnder section 132 of requisilioned under section 1324 may be adipsied agsins ihe anwun
of existing lahility under the Income-tax Aot the Wealth-tax Act etc. and the amaant of linkilily
deterimimed on completion of msesanent,

Tt i propesed o amend section 1328 of the Income<tix Adt to prosvids that the nsset seiesl mider section
132 oo roquisiboned uider section 1324 may alse be adjusted aganims the amount of Habkilicy arlsing on
an application mode before the Settlement Commission umder sub-section {1 ol section 245C,

Imterest whiere pdditssmal inceme is disclased before the Settflement Commuission under sectson
AR

The existing provision comained in sub-section (4, jeier oife, provide that where an an order of the
sertlement Commission under sub-section (4 of sectien 2450, 1he amownt on which imeres) was
pavable under sub-section (1) or sub-section (3) s increased or reduced. the insercst shall be increased
or redeced accordingly, Howewer, in case i application is lied before the Sertlement Commission
under section 2450 declaring an sdditional smount of inconwe-tax, there is no spocific provision in
section 2348 for charging mbereston that sddisonal ameunt,

Accordingly, it is proposed to msert a new subsection {2A) 50 as 10 provede that where an application
uder sub-scction (1) of seclion 245C Foe any assessment year has been made, e assessec shall be
fialle to pay simple mierest at the rate of one per ognt for every monthor part ol a month comprised in
the persd comosencing on the 1 day of Apnl of such assessment year sl ending on the dare ol mskmg
guch applecatson, on the addifkonal amount of icome-tax refemed 1o inthat sub-section. Further, where
05 i result of an order of the Setlement Commission under sub=section (4§ of secton 2450 for any
assessment year, the amoumt of total income disclosed in the application under sub-section (1) of
section 2450 is increased, the pssessee shall be lable o pay simple inferest st the rale of one per cent
far every month or part of 8 menih comprised in the period commencing on the 1% day of April of such
assessmient vear and ending an (he date of such order, o the smoont by which the tax an the oial incems
detgrmined on the besis of such order exceeds the tax on the wial meome disclosed in (he
application Oled under sub-section (1) ol section 24350,

Eifective daie

These amsendnsents will take effect from 19 dog of June, 2015

XlV. OTHERS

43, Amendments in Direct taxes

Gilobal Depositpry Receipls

As per the Depository Recapts Schense, 2004, DR can be assoed against the secanies of hsted,
unlesed or privade or public companies agnimst underlving instniments being debd mstruments, shares
of unlis, Beth sponsered ssucs and uisponsored deposins acsd acquisitions are penmissible. Sioce he
tax benefits were inténded to be provided in respect of sponsored GDR s and listed companies only,
il i propased o resiviet the provisons of Section 1 E5ACA only 1o sich GRS as defised m the
earlier depositony scheme.

Deferment of provisions relating o General Anti Avoidance Bule (“GAAR"™)

It is propesed thad implementation of GAAR be deferred by fwo vears and GAAR provisions be made
apiplicable tohe income olthe financial vear 200 7-18 (Asseqsment Year 200 8- 19 and subsogoent vears
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by arnendment of the Act, Further, investments made up 1o 31,03, 2017 are proposed 1o be protecied
froe the applicabilay of GAAR by amendoent in the relevant miles in this regard,

Raising the threshobd for specilled domestic ransaciion

The thireshodd fimt for applcability of Trinsfer Prcmg Regalatsons for specilicd domests transactions
s S2HA of the Income Tax Act |91 is proposed 1o increase frome R 3Crore to Rs. 20 Crore.

Thiz amesdment will take effect from the assezsment year 2616-17 and subsequent aseisment veiss

Itis propesed 0 exemipd the income of the Core SGF arising from contribution received and investment
newde by dlse fund and frean the penslibes mnposed by the Clearing Coeporation subject e slmilr
conditions as provided in case of Investor Protection Fund s¢t ap by a recognised stock exchangeara
comimisdiny exclumoe of adepasitany,

Henwever, where noy armount standing to the credit of the Fund and not charged 1o incomedux during army
prevhoas year |8 shared, eltlser swholly of mper wits the specified person, the whole of the amo 50
shared shall be deemed io be the income of the previous vear in which sach ameoant is shared.

This amendment will take effect from pssessment vear 2006-17 and subsequent nssessment years.

Baizing the aneomie-liont of te cases tlaal may e decsded by sangle member bench of ITAT

It 15 proposed o amend sub-section (3} of section 255 of the Act 5o as (o provide that s besch constauied
of a single member may dispose of a case where the ool income as compuied by the Assessing OTicer
dises nol exceed ffleen lakh ropees from the present limil of five lakh nipees,

This pmendment will take eflect from Lst duy of June, 2005,
Tax peutrality on merger of similar schemes of Mumal Funds

It b5 proposed o provide tx neairaliny © it lders upon consslidmbon or merger of mwnal fd
schames provided that the consclidation isof two or mare schemes of aneguity oriered fund ar tvo or
roree s tenmes ol a fnd edber than equity ociented fund. 1143 ferber proposed that e cost olacgquisition
of the uniis of consolidated scheine shall be the cost of unils m e comsofidating scheme and period of
holding of the wnits of e consoliduted scheme shall inchude the period for which the unils
cotsalidarieg schemes were held by the assessee, 1is alse propesed so deline consolidating schense as
the scheme af & mutaal fnd which merges under the process of consolidaticn of the schames ol bl
furad A secordases with the Secudkes and Exchange Bogrd of Dt (Mol Fuikls) Begulations, 1996
and conzalidated scheme as (the scheme with which the consolidating scherne merges arwhich is formed
a4 @ reswlt of such nerger,

These amendmants will fnke offect From assessment yoar 2006- 17 and sobseguent issessmend yors,
Interest imder Section 2348

Seciion 2348 of the Act provides that where the ot inopme 18 increased purswnt o assessment w's
147 or sgotion 15534, the assessee shall be linble to inberest af the mie of 1% oo the nmount of increase
i 1oial income for the period commencing from the date of asesament and ending on the date of
reassessmenl w's 147 or 1334

It s proposed w0 amend the provigions of Sectien 2348, 10 provide tha such imerest shall be levied

for the perod commencing from 1" Apnl next following the finaocial year until the date of
determuination of folal income w's 147 or 1534

45, Amendments proposed in FEMA
Repnbating Capital Account transactions

A3|Page




Section & of FEMA provides thaot BBI may prezeribe rules for Capiial Acomam imnsactions, Sub-
section (4 lisis several capital account mansiactions — infow of vestment, ouifow of imacsioens,
kpans, guarantees, onmovable property, obc, The Finance Bill proposss to amend Section 6 50 as to
provide that e BB] nexy W comsuliation with Central Governmient prescribe any class or classes of
cupilal account iransactions jpvelving defdt instnamemis which are permissible; and the comlitions
swhich may be placed en such irnsactsens, [ s propesed 10 provide that the Cengral Govermimens ar
the: RBI shall not impose any resirictions on drawal of foreign exchange for poyments due on account
af amortizatbon of laans ar fof depeeciation of direcy ibvesnnents (o he osdinary course ofbesiness

It iz proposed (o funther provide thad the Central Govermmeni may in consal fution with BB prescribe
avy class or elmges of eapital sccounl TEBactions ool isaolving deb ingiruaeents which s

penmissible,
The meaning of debt instruments will be determined by the Central Gowermment,
Fower 1o setee assets in [ndia cowivabeni of imdisclosed asseis held sbroad

A new section 3TA s proposed 10 be inserted. If provides that of any person holds any foresgn
exchunpe, forcign security or any inmnovable propery cutside India in comravention of secticn 4 of
FEMA, the equvalent value of propecty in India can be setned. This power of setrure under FEMA
& in addition to the penal action under Income-tax Act and FEMA. 11 is proposed 1o provide dhat if
the Authomsed officer has "reason o belicve™ thal the foreign assel is "suspected 0 have been held
o contravention of FEMA " the comsequences of seizure will foblow:

amnmiiiy

It mury b moved Wl this section is proposed ftooeppdy fo horh resideris and non-residenes, For
evampde, an Sodion roidest eopdres relgn property B cortrovention of the FELA, He
sudweiprenily beconnes g mon-rexident. Thet does pof make s feeien peoperty fegelas freas FENMA
is comcerned, ff sach a person has freffan properiy, @ con e sezed,

Seizrre of Jroperiy shoar’l it bk piloce Aused’ o ::rrxlpfq.'l‘rm. Sviztiew shondod hrrnuc.u arily i the
contfrervenrint 3 exfablwhed, F ol all property oy fo be seized, 1t shonld be provteiome, The
Irr.rmi.g.urm.'.' of Prevendion of Maney Lawmderizr Aot {PANLAD are far more :r.!fngr.l.l? et FIENA
However PFAMLA wleo provides thet properly con be seczed provisionally. Oaly affer the crime o
respect el wiieh the guilt iv estalished. the seizure becomes flnel. THT thir e the selziee (s mod
lll'i.rr.'.r.l' \ Limdler FEALA, rhere i e such JRETIVERT AL,

Wiile preng Hudmer .".;mun'u'l, Tl |:.|__|" rm_lrr.lu.'.'a.r WIS gTVEn by Flow e Finence Mineder fhat PR
holdling upaieciosed foreim aasetn will be dealr very farsidy i fitaee, Foe pestance ompeisammam
el T yeures, drecvanmg oy s pneocimnnt et rade, mo ayrtire of ot G Senlenmens commmission,
prenalie el 2T ek af maxipim ere, efe. I s een stefed that dere of opening af foreten bank
acomnt fo be meritoned i She eetier. Mo (@l of refue o furndsiiee of inacereate posiicidars
e woal fraisfeing regriitved particalioes i the Peduen gy swake the assesses lable for proscoudion of
sever verres, However, mone of Bese fuesh measiees merfioned in the Budeer Speech ave poy
Jeerdeg poerd of e Bl 5w fueder rmeretiomed fr the speech that Bererni Prohibion Aol will be
intraifieed
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INDIRECT TAX PROPOSALS
1 PROPOSED AMENDMENTS UNDER SERVICE TAX REGIME
1. Change in Service Tax Rute

The Service Tax rate is being increased from 12% plus EC and SHEC to flnt 14%. The Cess porfion
which was carlier 3% shall be subsumed m the revised rale of Service Tax, Thus, effective morease
m Serviee Tux mic will be rom existing rale of 12.36% {inclusive of cesses) o 4% Howewer, this
revised rute shall be effective from o date to be notified by the Central Gowernment after the
enacimend of the Finaneg Bill, 2015,

2, Swachh Bharat Cess

A new Chapter called the "Swachh Bharat Cess™ has been introdueced by the BIP govermment, which
shall come intg fore From a dose o be notified by the Centril Government in this regard snd wall
not heve immediate eMect. This 15 an enabling provision bemg made 10 empowes the Ceiral
Chovveramicenl bo impese a Swachh Bharnt Cass on all of ooy of the 1axabie seevices at o rane of 2% of
the wfne of such laxable services with the obgective of Moancing and promating Swachh Bhasai
mnitiadivies as promoted by oar Hooble Prioe Miniser.

[ miay be noted that the provisions of Chapter ¥ of the Finance Act, 1994 and the rules made thereander,
mcluding thoese relating 1o refunds and exempiions from fax, ineerest and impesition of pealtye shall,
a5 far as may be. apply in rebation (o the levy and colleciion of the Swachh Bharat Cess on tuxable
services, us they apply in relation o the levy and collection of tax om such tnxable services under
Chapter V' of the Finanee Act. 1994 or the mbes made thereunder. os fhe case may be,

3. Bromdening of tax lnse

Section $60, which provides the fist of scrvices covered under the Megative List has boon reviewsad by
the govermeni, in a sense, o exclede ceriain services [rom the negative bisi categorics. with a view
i bring mare services within the fax nel. The proposed amendments in this section are discussed
bl

Section AR which covers adimisson 1o enieriainment events of ceess i amusement eility is being
pmined, Therefore, service provided by way of scoess o amusement Teeiliy providing fan or
recreation by means of ndes, gaming devices or bowling alleys i annsement parks, psrnsensen
arcades, water parks, tsenwe parks or such oiber places shall moaw Gl withim the andhit of Service fa
Similarly, service by way of sdmiszion (0 entenainment avent of conceds, non-recognized sporting
events, pageanls, music concents, awand functions, where the amount charged is moare than “506y-
for wight 10 admdssion (@ such an event shall also be chargeable 1o Service fax. Conseguent to the
omission of Section GH0O0N dhe definition of “amesement Faciliny™ and “enfertamment gvem”™
provvided wsder Section G and Section GGEBY24) las nkso been amitted.

However, the existing exemplion {0 service by way of admission o enferigimment ovents, ramely,
“exhibition of cinematogrmphic Olor  croos, recopnized Sportimg  events, dunee, theatrical
performances meluding drama and ballets, by way of the Megative List entry shall be conbinued,
mrespective of the amomi charged (or such service, through e ronte of exemption, For this
PUErpase & new ey 15 being mzerieg in NotiGcaion No, 25200 2-5T, dabed 2006200 2,

Section G600 which exempis “any process apouirting to mamefaciuse oF production of goods™ has
been modificd and shall now be read a3 “services by way of carmying oul any process amouniing o
manafaciure or production of poods excloding aleoholic liquer for baman  consumption.
Conseguently, Service Tox shall be levied on contract manuficturing / jof work for production of
petable liquor for & consideration, In this comtext, the definitien of the term “process amounting 1o
manafachre or prsdaction of goods™ [section &858 (400] is being amended with p consequential
umendment o 5. Moo 30 of notfication Mo, 2512-83T. fo exclude intermediate production of
aleohali liguor for hamen consumption from fls nmbit,

Presently, services provided by the Goverminent of a local authorily, excluding certain services specified
under clouse (ap of section S6IN, are iy the Mepative List, Service tax applics on the “suppor
service” provided by the Government or local muthority 12 a business entity. An enabiing provision iz
betig newde, by amending [secoom G611 (0¥, woexclode all services provided by the Govermiment or
focal authriny
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1o o business entity from the Megative List. Consequently, the definitin of “support service” [section
A58(49)] 12 bedng pamidred,

It mezy hiowever be noted that as and when this amendoens is pives effect o, all services provided by
the Govermment or Iocal aathorily o a business entity, oocepd e services thas are specifically
exermpicd, o covered by any other eniry in the Megative List, shall be liable 10 Service Tax,

These amendimends shall conie inte efliecl from a dale to be notified by he Central Govermanent i this
regind after the ennctmem of the Finance Bill, 2015,

4. Amemdment v Notification No, 25200 2-5T dated 2-04-2012

Motification Mo, 25200 2-8T dated 20-06-201 2 deals with meable services which one exempt from the
whole of service tnx. The governmen with a view te bring more revenue to the central exchequer
hns mawde centnin omendments to tis nodification, which s discussed as under:

Iy respect of 5, Moo 12 of the said nohfction, exempion presently availoble on specified services of
comsriction, erection, commmasssoaing, stallateon, repoirs. Benovabion etc, provided o dhe
Ciovermanenl, o local msthority or a gevernnsamial anthoriny shall be limded only re,-

- i bistorical meeisment, orchaeelogical site or remali of natonal Bnpenance, archeolosgical
EXCAVEIION OF antiquity;

- canal, dam o other izrigatkon work; and

- pipeling, conduit or plam for (i) waler supply (il wiasier reatmend, of (i) sewerage ireannend o
dispozal.

Therelore exemption w0 other services presently covered undear 5. Mo, 12 of nofification Mo, 23712-58T
i being withdrwn. In other words, the following services, which eirlier formed purt of 5, Mo 12 of
thi said noti Acation, shall nes b tixable

= it gl stimcture or ay pdher original works meami predominumily Tfor use other than for commerce,
indngicy or afy sther busingess or profession,

- i atruehere meanl predaminantly Foe use a5 (0w edueational, (00 aelimieal of Gy am ar oF culneal
eatablishmsen; and

- pesidential complex prodominantly memnd for self-use of the use ol their cployees of oflwT persons
specified in the Explanation 1 1o Section 638044,

I respesct of 5 Mo, 14 of the said notification, exemplion in respect of services by way of construction,
ereclion, commissioning or instullatien of onginal works penzining (0 =n airpost of port is being
withdrawn. The other elements coverad wnder 5. Moo 14 shall comtime (o be exempied.

In respect of 5. No. 16 of the said netilication, services provided by a perfomming arlist m folk or
clussicy] url foem of (i musie, or i) dance, or (ili) thester, shall now be exempted whene amoanl
chirges] i upla Bs 1 KL for a perfommance, Hoegver, thare was no such ceiling lomil earfier,

In respoct of &, Mo, 20and 21 of the ssid notificaten, exemption i mansporabion of od sidT by rail,
ar vesseds or road will be lmbed o food grains incheling rice and pulses, oar, milk and sali
Trunsportation of agriculieal preduce is, however, separately exermpied. and shall cormtirme v be
go. Therefore, it means that foodstull inclisding tea, coffes, jigeery, milk produescis, sugar, edibile ol
fruis, vepeiables and cges are o longer exempd and hence service tux shall be levied thercupon.

5. Mo, 32 of the said notification, which carlier exempted services by way of making telephone calls
from (g} Departmentally run public ielephone: (b1 Guarandesd public tebephone operating ondy local
citlls; mwd (&) Bervice by way of making telepbone Galls fromm free mlepbionse al airport and hospital
wivere no ball is sswed, has now been withdrown and hence axable

I respect of 8, Mo, 29 of the sabd notlification, exempiicos are being witlidrrwn oo ihe following
gervices: (a) services provided by o matual God agent oo momal fusd of asses mEanagesen
COIMpany,

it distribator to a mateal fnd or AMC ad (¢} sclling or marketing apent of lottery tickat toa

distribustor. Further, Service Tax on these services shall be levied on reverse churse basis.

Allthe abowe chanpes in notification Mo, 25/12-5T, daled 20062012 shall come méo efTect from ihe 1si
day of April. 2015,
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5 Mew exemptions prumied

Services by way of pre-conditioning, pre-cooeling, ripening, waxing, retail packimg, labeling of fruits and
vepelables.

Service provided by o Commen Effloent Treatment Plunt operator for trestment of elfluent,

Life insurance senvice provided by way of Vinshila Pension Bima Y ajna

Service provided by wary of extubition of movie by (he exhibitor (iheatre owner) o the distributor or
issociation of persens consising of such exlibior as one of is members,

Any service provided by way of traisportation of o patient 10 o froan g clinical estabhishieem by o
clinical establishment I exempr from service tax, The scope of dds exemplion is being widened 1o
melude wll ambalaeee services,

Service provided by way of admission w a museuny, 200, natienal park, wild life sancieary, and a tiger
Feserve

Guoods ranspon ageney service provided for transporn of expon goods by road from the place of remaval
e an inland container depot, & container freight siation, a porl or gpon & already exempt from
service tax vide notification Moo 300 2-5T dated 20062012, Scope of this exemption is, however,
widened fo cxempl sich services when provided for transpont of export goods by rood from the place
of removal 1o a land customs station (LOS),

B, Bwitehiver from negative list fn cxemption notification

Service by way of right 1o admission to;

= gxhibition ef cinemategraphic fifm, circus, dance, or theatncal perfonmances meluding doma or
ballet;

= recogikeed aporting evenis,

= gongerts, pageants, award finctions, mosical or sporting event i covered by the above exemphion,
wiere the considermion for such admissson is upto © S per person;
haave been amined from negative

These changes shall be broagla into effect fom the date e amendments being made inthe Negative

List, conceming the service by way of admission o eoteriainnuent evens, come ino effoct,

T. Reverse Charge Mechanism we £ 07 -04-2015

Min power supply and securily services, which wene enrlier wider (s sambin of partial reverse chirge,
where service & provided by an isdividual, HUF or a partsership firm to a body corparare, as been
brongehi witlsln the amibin of Dl reverse charge,

Upon withdrawal fron ibe exetgibon wodilication no, 252002-5T dajed 20-06-2003 w1 5. Moo 29,
Services provided by mutual fond sgents, miual fosd diseribaicors and agenis of Lettery disiribior
are being broughi under reverse charpe consequent io withdraweal of the exempiion on such
gervices. Accordmgly, Service Tax in respect of mutual fund apends and oudual fund distribuiors
services shall be paid by assels managemens company or, & the case may be. by the muiual fund
receiving such services, In respect of sub-pgents of lotery, Service Tax shall be paid by the
distribuator or sellimg apent of lofery,

K. Changes in Cenvit Credin Robes, 2004

Prior to pmandment o Rule 4071 of CCR, 2004, CENYAT credit on inpust servioe in respect of service
tax paid under reverse charge mechanism was allowed wpon paymeni of value of mput service und
the service tax thereof as indicaied m mvoige, bill or challan, Rule 207 has been amended o allow
credit of service tax paid onder partial reverse charpe by the service receiver without linking it o the
payTnent b the service proedider,

Tume lumat of for avabment of CENYAT credit of duty pnd on inpuis and service fax paad on inpod
services by mannfaciurer of the provider of surpat service shall be increased from 6 months 1o |
vear. Buch eredit ghall mot be jaken afier | year of the date of issue of mvabee, bill or challan fwee.
01032015

CEMWVAT Credst in respect of mpuis shall be svailabbe even if the said inputs are received in the
premises of the job worker, incase such gonds are sent disectly to b job worker on the disection of
the manufactarer or the provider of putpan service. [w.e . 01 (5200 3]

CEMVAT Credil in respect of Capifu]l Goods shall be availuble even if the same are in the premises of
the job worker in case, such pre sent directly o the job worker on the direction of the menucturer
or the provider of owiput senvace.
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ral chanzes in the Finance Act, 1994

ction &0F (1) prescribes thar unless otherwise specified, reference o a service shall not inchede
reference do sy inpul service used for providing such service. The ilhsstration mesrporaced in this
section to exemplily the scope of this prondsion is read as umder -
“The serviees by the Reserve Hank of India, being the main serviee within the meaming of Clause
b o section G6IX, does el include any sgency service provided or agreed o be provided by amy
bank to the Reserve Bank of Indii, Such agency service, being input service, tsed by the Reserve
Bark of India for providing the main service, Tor which e congideration by way of fee or
comimission o any adber amwmsl 15 reccived by the agent bomk, does not get exclisded from ihe
leww of service L by varmue of inclusion of the maa seevice m clause (b of e negative list in
section G0l and hence, such service is leviable 1o service ax.”
Section 67 deals with valuarion of faxable services for charging service tax. Por the pumpose of
valuntion the meaning of the term “eopssderation” has been widened w also inelude the foflowing:
any reimbursable expenditire or cost incurred by the serdce provider and charged, in the course
af providing or agreeing to provide o axable service, excepl in such circumstances, and subject
o such conditions, gs moy be prescribed:
amy wmount retained by the foftery distribwior or selling agent from gross sale amount of lotiery
kel in uddition Lo the fee or commission, if any, or, a5 e case may be, the discount recerved,
thut is fo sy, the difference i the fice vidoe of Jogtery ticket and the price af which the distribatoer
or sellimg apent gets such teket,”
Earlier, the meaning of consideration included “amy amouant that 15 payable for tnxable services
prowvided o o be provided.”
ction T3 1) deals wiih service of notice for recovery of service ax where the 1ax has not been levied
or paid or shor levied or short paid or emosecusly refunded. In this connection, & new sub section
1B has boen inserted 1o provide that recovery of the service tax amount self-assessed and declared
in the retum bat not paid shall be made under section 87, without service of any natice under sub-
section (1) of scction 73 and the existing sub section 44, which provided for reduction in penaliy
where irue und complete delzils of iransuciions were gvailuble on specified records. has been
omitied. Therefors o relaxation fom reduction of penabty iz availoble 10 ussesses in so fur s
section T3 s concemned

ction 76 egarler provided for penalty for Bulure 1o pay service tx which was “100 per doy during
which such failere comtimued or 1% pam, whichever was higher, ziarting with the first day after the
dise dade (il the actual date of poyment, subject 10 5% of servies tax payable. With a view 1w
ratsnalise poenalty, Section 76 has beer substiuted with a new seetion 7o, which provides tlat in
cases bl dnvelving frsd or collusion or willul mis-siatement o suppression of facis or
comravention of any provision of the Act or rules with the intent o ovade payment of service tox,
penaliy shinll be bevied in the following manner —

penalty rof to excesd 1% of service b wmoant invelved in such cases;

no penilly ds o be paid if service tax and interest s paid within M days of isunnce of notice

under section T3 (173

a redlueed penalty egual g 25% of the penalty imposed by the Central Excise officer by way of an

arder is 4o be posd if the service fux, inferest and reduced penalty is paid within 3 days of such

oider; aid

ililse service tax amsount ges reduced o any appeliae proceeding, then penalty amount shall alse

stasd modified accordingly, s beneli of reduced penaliy (25% of penalty imgosed) shall be

admizsible i service tix, inenest and reduced penalty is paid within 3 days of such appeliale

order.

ction TH which dealt with penalty for suppressing ete. of volue of taxable services has been conipletely
substitnted by a0 mew sectiom TH which provides thot penalty imosech cases shall now be in the
following manmer —
penalty shall be bundred per cenf of service tax armaunt invedved in such cases,
penalty equal 1o 15% of the service tx amount 15 10 be paid i€ service s, interest e reduced
penaliy s paid warhin 30 das of service of netice In this regard;
a redwced penally equal to 25% of the servace Lix amount delermined by the Ceniral Excize
CHTeer, by an order, 35 10 be peid i ibe seevace s, infenest and reduced penaliy is padd wibin 30
days ol such arder; and
ifihe service tax amouni geis reduced in any appellate proceeding, then penalty amouns shall also
stand madified sccordingly, and benelit of reduced penalty (23%) ghall be sdmissible i§ service
tax, inderest and reduced penalty is paid within 340 days of =ach appellate order.
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Aonew seciion THB lum been insened ag a fransitory prosdslon i lie with smesdmenis made io Section
Ty amd TH which provides that amendimets made to section T6 and T8 shall be apglicable o cases
wlheere notlo: kas not been served, of in case whese potice has been served wisder section T34 1) ar
proveiss thereto, but no arder is isswed under section T3(2) before date of emmctment of Finance Bill,
15, Hevovever im respect of cases covered under Section 7H4A), which has now been ammitted, it no
nofice is served under section 731} or proviso thergio, bul no ooder is issued under section T3(2)
before dale of enaciment of Finance Bill, 205, pesalty shall not exceed 50% of the amount of
SErvice wx,

ik Changes in Alptements on certoin servioes w.s P =(04-200 5

Sorvice iax, at present, is payable on 30% of the value of muil irnnspont for goeds and passengers, 5%
of ihe value of goods transport by road by n pocds fransport ageney and 20% for geods transport by
vessels. A uniform ahalement is now being prescribed for tronsport by mol, roed and vessel and
Semvice Tax shall therefore be pacable on 30% of the valoe of sech service subjed o a unifemm
corehition of nansopvailment oF Cenval Creshit oo mpats, copital goods and mput seraices,

Zervice Tax s currenily payvable oo 40% of the valoe of air transpor of passenger lpr ecompmy a5 well
ag highes classes, cg bissbeess class, The abatement foe classes ouser ihan economy has been
reduced from S0% 1o 40% and now Service Tax would be pavable om 60% of the value in case of
higher classes,

Abatervem under chit fund services has been withdrwn, Conseguently, Service Tax shall be paid by
the chit fund foremen on the full consideradion received by way of fee. commission or aoy such
armeznt, They would, however, be entitbed to take Cenval Credit.

1L Amemiments to Service Tox Bules

In respect of any service provided under aggrepator model, the aggregaior, or amy of his represemiative
office located in India, is being made liable 1o pny Service Tax if the service is so provided nsing
the bramd nome of the aggregator in any manner. 17 an ogprepstar does not have any prescnce,
mcluding thal by way of a representative, in such o cuse any apeni appointed by the apgregator shall
pay the tux on beholf of the agerepstar, In this regand appropriste amendments have been mads in
mile 2 of the Service Tax Rules. 1994 and notification Mo, W02012-5T dated 2062012, This
chinge conses inbo eflect mumedutely ie wel 1320015,

Rule 4 regarding registrarion has been amemded wherchy (e CBEC, by wiy o in oader, shall specily
the comditions., safeomards and procedure oe regesimian i service L,

Involces can now be digiially sipned and sseed along with the opfion of presentation of records in
ciectronic form. The conditions ond procedure in this regard has not vet been specified.

Bule & (6A) which provided for recovery of service tax self-assessed and declared in the retum under
segtion 87 s being omited consequent 1o snendment in secion 73 For enabling such recovery.

In respect of certam services like money changing service, service provided by ar travel agens,
msurance service and service provided by Jotlery diztributor and selling agent the service provider
has been allowed 10 pay service tx al an aliemalive mie subject 1o the cobditions as presceribd
viber mube & (71, 60 AL, 60VB) and S(TC) of the Serviee Tax Rules, 1994 Consequent 10 the ugrward
revision in Service Tax rae, e sdd alemative roes shall also be revised propomenacély,
Amendrments, 10 this effizct have been propesed i the Service Tax Ruoles. These amendrncnis shall
come into effzct ns and when the new service (ax rate comes inbo effect

12, Miscellancous amemlments

Services, cxcluding fow specified services, provided by the government have been Inclheded in the
Megarive List. Furiher, specified services recemved by the goverrment are also cxempl. Hithero, the
e govermimes” has not been defined in the Act or the nofification. This has given rise o
inierpredationa] issues, To address sueh issoes, o definition of dbe fem “government” i= being

mcorporaied in the Act.

The intention in law has been 1o levy Service Tax on the services provided bac (i chit fund Toremen by
winy of conducting a chit; () disinbuters or selling agents of Totery, as appointed or outhorized by
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the orgianizing state for promoting, marketing, disirbating, selling, or assistng the siase inany
other way
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Tor organizing and conducting & lottery, However, Coons have 1aken @ contrary view i S0me cases,
whilz mzome cases the levy hag been uplbeld An Explanation & being fisened o the definition of
“aprvice” 1o specifically st the ntention of te begislatare 1o levy service tax o activities undertaken
v chuit fund foremen o relation o ehif, and distnbulors or selling agenis of lonery in relation 1o ldrenies.

Exisiimz cxempiion, vide nodification Mo, 42012-8T dated 2962002, o the service provided by o
commanission agenl locaied owiside Indin to an exporier locaded in India is being rescinded with
mumedinte effect. This exempiion kas become redundant in view of the amendmens made in Law in
the provious bsdget, in the definition of “intermediony™ in the Place of Provision of Services Rules,
epkiing the plasce of provasion of o senvice proedded by sisch agents @ outside 1he faxabis lemiaoy,

Section 30 thal proveded for warver of penalty m certain cases bas been done way wath

Section 86, delig with Appeals 1o Appellate Tribunal, s Been amended 10 prescabe thal matiers
myvolyving rebate of service % shall be dealt with in terms of Section 32EE of the Cendral Excise
Apt

1L PROPOSED AMENDMENTS UNDER CLISTOMS
13 Amtomahiles

The walidiiy period for exempion gravied 1o specified poods for use in the manofacture of bylrid and
cliecerically opersied vehicles is being extended by one more year up to 31" Marnch, 2016

The tmnfl mie of Busic Customs Duty on Commercinl Vehicles 15 being increamed from 10% to M4
The affective Basic eustorns duty an such Vehicles is being inereassd from 1005 t0 200 Howwever,
custarms dhaly om such vehicles in Costipletely Enocked Dewm (CEDY concebion and ¢lectrcally
operited vehicles of heding 5702 wchcding these in CRED condition will continug to be al 105,

Concessaonn] cusioms duties of Nil Basic Customs Duty, 6% excise/CVD and Mil SAD on specified
goods for use in the manulaciure of Elecirically operated vebicles and Hybrid maotor vehicles,
presetly avidlatle wo 31 032005 are being extemdad ugtae 31 03,2016

4. Electronics’ Hardware

Basic Custones Duty an Black Light Unit Module for use intbe manufacnere of LODVLED TV pasels
is being reduced from 10% do Mil, sobject to scneal wser condition,
Basic Customs Duty on Organic LED (OLED) TV pancls & being reduced from 1% e Nil

15, Misceilanems

Cenificars required v produce by the importer for impon of life saving drugs or medicines as proscribaed
in ithe condition Mol of notification No 127208 2-Customs, shall be valid for o period of one year i
cuse of patients who have to impon such drggs and medicines on o regular basis,

Matificatsons Mo | 3200 2-Cusfoms and Mo, 142200 2=Custoans both doted 17th Marcl, 2H2 exempl
Education Cess and Secondiry & Higher Education Cess leviabie us OV on imported goods are being
ressinded, Mow both Ecess and SHEcess are levinble os CVD.

1o Clarification

B ds Bedng clarified that i case of dnport of balk diegs wmed i the numileiise of the specifhed drogs,
these s no peed fo separately ssee certificate under Central Excise (Removal of Goods ar Concesssonal
B of Dy for Manafzcnire of Excisabie Goods) Bules, 2000 for dee purposes of availing of the CVD
exernption under nodification Mo, 2201 2-Ceniral Exeise, if the precedure as |aid down in the Customs
(Impont of Goods at Cencesseonal Rate of Duty for Mamifaciune of Excizable Goods) Rule, 118 is
afready followed by the tmporier for availing exempiion / concession from BCD on the sasd goads.

17, Amemlments in the Custinns Acl, 1963

Section 28 {Recovery of dutics not levied or shori-tevied or ermomesusly refunded) is being amended so

as b

= Imseri a proviso in sub-section (2} thereol to provdide that in cases pof invelying froad ar colhseon
or wilful mis-statement or suppresseon of fels or comfravention of any provision of the Act or rules
with the intent to evade payment of duty, ne penalty shall be imposed if the amoun of daty akoeng
with intercst leviable under scction 28AA or the nmourt of inkerest, s the cose may be, as spocified
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i il e, 15 paksd i fallwithin 30 days from e date of receip of the notice aml the proceedings
in respect of such person ar gther persans 10 wham the notice 8 zerved shall be deemed 1o b
coiveluidid,

- Prowide that i cases invelbviag frasd or colhsion or wilful imis-sancmen? or suppression of Beis or
condravention of any provision of the Act or rules with the mdent 0 evade payment of duty, the
amoin of penalty payable shall be 15% instead of the present 253%;

= [Insert Explanation 5 to provide that where o notice under clause (a) of subsection (1)1 or sub-section
{43 of section 28, us the cose may be, hos been served bat an order determaming duty under sub-
segtion (8] hus not been passed before the date on which the Fimanee Bill, 2005 receives the assen
af the Prosident, then, withoul prejodics (o the provisions of sectioms 135, 135A and 140, 45 may
be apphicable, the proceedings n mespest of such persan or oiber persons 10 whom the nolce is
served shall be deemed io be concluded T s payment of duly, inferesd asd peralty under the
Proviss o sub-section (2) of undes subgection (5], 28 the case may be, 15 made in full wibhen 30 diys
Crom the dide on whicl sucl assent is receaved,

section |12 provides for peralty for improper importation of gaods, eke, Section 112 95 being armanded
s s o substiole sub=clanse (1) of clause {B) 10 provide that any person who scquines possessan of or
1 A sy way eomcerned with o iy other manser deals suh any dubable goods, sther them probibited
goads, which be knows or has reasons 10 believe are Habbe o confiscation under section 1110, shall,
sbpect 10 the provisions of section 1144, be lable 10 0 penalty non exceeding 108 (previously 10%)
of 1he duby souglt te be evaded ar R 5000, whichever 5 greater. I is also belng proviaded thal o eases
of shor levy or no-leyvy or shorl payment of non-payiment and erroneous refid of duty for rensons of
collusiom or any willful mis-statemen or suppression of facts, i the duty as determined ander sub-section
{8} of section 28 and the intercsi payable thereom under seciion 284 4 is paid within 30 davs Fom the
date of commumication of the order of the proper officer determining such duty, the amount of penaly
linkkz to pasd boy such person umder this section shall be 25% of the penaliy 50 detenmmesd.

Section 114 provides for penalty for attempt 10 cxport goods improperly, e, Section 114 i5 being
ammgnded 0 s 10 substifole clause (0 o provide hat any person whe, in relaeen jo 2oy dotinble goods,
piher than probibied goods, does or il @ do any act which sel of omission would render sisch goods
Habde 10 conlscation wider secton L3, or abets the dalng of ondssion of sueh an act, shall, subject 1o
the provasions of section 1 14A, be Hable toa penalty not exceedimg 10% of the duty soughi 19 e evaded
of Bs 5000, whichever B greater, [nis also being provided thai in cases of shon levy or non-keyvy of shon
payment o non-payiment and erronecas Tedlind of duy for reasons of collision or ooy willful mis-
stateimeent or suppression of facas, il the duty &5 determined under sob-seciion (8) of secion 28 and the
interest payable thesoon under section 2844 18 paid within 30 days from the date of conmnunication of
the: erder of the proper ofTicer determining such duty, the amount of penaliy liable to paid by such person
under this saction shall be 25% of the penalty so determined.

Proviso to classe (b)) of seciion 12TA provide thai when any proceeding is refened back, whether in
appenl or revision or edherwise (earlier appeal or revision, os the case may bed, by uny court, Appellate
Tribal Awmboerioy or any ather auhomy 10 the adfsicating authanry for o fesh adjodicilion o
decision, then sich case shall nof be endiled foe s=itlement”,

Certun Sectlons and phrases of provisions rebating o Seitlement Commisséon lave been redundani, So
the zame has been omied fom the Act.

m PROPOSED AMENDMENTS LINDER EXCISE LAWS
18, Amendments in Cemiral Excise Aoty 144

Section, 3A empowers the Central Governmerd o charge enci-se duily on the busis of caopocity of
production in respoct of notified poads, is beine amended sa s to iesert on Explanation to provide that
factor relevimd o production mclodes factors pelevant fo production, so as 1o enable the Central
Crevernment (0 specify mose than one factor relevant to the production of such goods,

SECTION A= Recovery of dutics mod levied or nol pokd or short=levied or short-paid or emoneowsty
relumgled

The Finance Bill, 2005 made the following amendments in Section | 1A ol ihe Act:
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subesections (54, (6) and { Thare omined- Bemove from the staule the calegory of coses where extemded
period of hme applics bul the rrabssctions are recarded i the specified recornd,

Explanatsoa | 1o the seelion 18 also amended to provide definison of the relevant dabe i respect of the
cases where a return is not (led on the duoe date and where oaly intercst is required ta barecoversd.

a new sub-section has becn inseried whercin the provisions of Section |1A shall naot apply to cascs
where the nen-payment or shon paymienl of duty s reflecied in the persodic retums ked and that in
such cases recovery of duly shall be made iy such manner as may be prescribed im the rules.

Bection 11AC- Penalty For shrt=levy or non=levy of duty m certaim cases i beang substituted so s 10

rifimid g fhe penoliy as Follows:
in cuses not imvolving frind or collusion or willol mis-stalement or suppression of fcts or
cpntravention of amy provision of tee Act or rules with the intent 10 evade pavimend of excise dury, in
e Torllovveieg minniser-
i addition 10 the duly & delenmined under sub-section (10 of section 11LA, a peoally ol exceeding
10% of the duty s determined ar 5000 whichever is higher shall be pavighle;
if duty and inserest payable thereon under section 10AA is paid cither before issue of show cinise notice
or within 3 days of issue of show cause nodice, no penalty shall be payable and all proceedings in
respect of =aid duty and mterest shall be desmed 1o be concloded;
ifduty as detennined umder sub-section (10 of section 1 1A and interest povable therson nder section
1AM & paid within 30 days of the date of commimication of order af the Centm] Excie Officer who
has desermined such dwly, the amount of penalty shall be cqual i 25% of tse penalty so mmposed shall
be pavabie, provided that such reduced penaliy is alse paid within M3 days of the date of communication
o snch order; and
i the duty amownt gets reduced b any appellae proceeding, then pevally amonnd shall alse siand
i ifbed accordingly, and benefli of reduced pemalty (25% of penaliy imposed) shall be adimissilale of
duty, meeress and reducod penmalry is paid within 20 days of such appellale order,
in cases mvvalving fraed or collusion or willul mis-staicment of suppression of facls or corravemion
of any provissen of the Act or males with the imieni o eviade pavment of excise duty, in the fellowing
TN
i addition o the duty ns detennined under sub-section {10} ol section 1A, o pennlty agual o the dury
5o determined shall be payable. In respect of cases where the detnils relating to such transactions are
recorded in the specified record for the period beginming with 8 April, 2001 and upto the date of assent
o the Finapge Bill, 201 5, the penalty payoble shall be 5% of the duty so determined,
i duty and interest pavable thereon under section 11AA is paid within 30 diys of communication of
shoow conege nofice, the pmount of penally pavable sholl be §5% of the duty demanded, provided tha
snch reducsd penalty 15 also pand 30 davs of commumication of show cause notice and all procesdings
in respect of said duty and interest shall be dosmed o be concluded;
i duly as determined wmder sub-section (10) of section | LA and interést pavable theseon under section
LA B pabd witldn 30 davs of the date of commumnication of eoder of the Cemral Excise Oficer win
has determined such duly, the amaunt of penalty shell be equal to 25% of the duly so detennised,
provided that such reduced pemalty is also paid within 30 days of the dabe of commmmication of such
order; and
i the duty amownd gets reduced i aoy appellate proceeding, then penalty amoust shall alse siemd
modified necordingly, and benefii of reduced penalty (25% of penalty impesed) shall be admissible if
duty, merest and redoced penalty s padd svithin 3 days of such appeliate order

Uinder tlie section 31, when any proceeding 15 referresd back, whetler i appeal or revision o atherwise
[ carlier * upp:u'l ar revisin. = he case mexy be), by any cowrt, Appeliale Tritnnasl Authory or any
oiher authorgiy g the adjudicaring auilorivy for @ fesh adjudication or decision, then such case shall e
b cntitbed for seitlement

Section 3243 (appointiment of chairmin, vice chaitman asd other members of sctilement conumission b
has been cmitied as the sub section become rodundant.

Sectioen 328 of ihe Act enables Vice Chainman or Member of the Setilement Commission o officiobe nz
Chutrrnam in the ghsence of the Chaimman of the Seflement Coanmission

Certin sections and plrases of provasions relating o seltbement commussion has been redundant, So the
same hizs been amined lrom the Act,
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Bub-gections (4) ond (53 of section 37 are being amended s as 1o increase the penalty lrom Bs, 2MXHG
Bs, 50N,

S Mo 20348 of modification Mo 122002-CE daed [7-3-2002. excmpls ruilbway or ramway  frack
construction maberial of iron and steel from paviment of excise duty on the valae of mils, subject o
condition that such ruils have suffered excise daty and noocredit of duty paid on them is taken iunder the
CENYAT Credit Rules, 2004, This excmption is beimg made applicable retrospectively for the period
from 17032012 1002022014,

I the Central Excise Act, (he Thind schedube shall be amended in the mamner specified in the loarth
sclwedule,

1Y, Ewse of deing lnssiness and movement towands G5T

Education Cess and Secondary & Higher Education Cess leviable on excisable poods are being subsumed
in Basic Excise duty. Consequently, Education Cess and Secondary & Higher Education Cess leviabbe
oa cxcisable poods are being fully exempied. The stundard od valorgm rate of Basic Excise Duty is being
increased from 12% i 12.5% and Specific rabes of Basic Excise Duiy on petrol, diesel, coment, cigaretles
& other tobacoo producis (other thun biris) une ulse being saitably chanped. However, the todu] mcidence
of variongs duties of excise on petrol and diesel remaing unchanged, Onher basic exeise duty res ( ad
walaremm as well as specific) are ool belng changed. BEducation Cess and Secondary & Higher Education
Cess levied on mnporied goods as o daty of costoms, owever, will contimes,

Ak, Amendments in the first schedale to the Central Exelse Tailf Act, 1985

Excize duty on cul whaceo is being mecreased from Bs.640 per kg to Bs.70 per kg,
Dhaty oof excise om cigarclies 15 being increased by 25% for cigareties of length ot excesding 65 mm amd by
5% for cigirettes of other lengihs: Ingrense inare also proposed on cigars, eheroots and cigarilics

21. Pefroleum

The Schedule Rades of the additiona] duty of excise and customiin case of imposied motar spirith levied
an Petrol and high speed diesel oil are bemg incressed from RBs. 2 1o Bs, & per lire. The eflective mtes
of the Addimional Duly of Excigse & Custarm Tor shove mentined product incressed from B2 2 10 Rs, 6
per lire, Edu Cess and S&HCess, presently applicable on perrod and High spead diesel, are being
exEmpied

22, Food Processing Sector

Excise duty of 2% withoul CENYVAT credit or 6% with CEMYAT credil 15 beéing levied on condensed
millk pint up mounkt containers, Consensed milk s also being nolifked under Section A of s central
excise act for il purpoese of valuation with referenee 1o the retail sale price with an abarement of 50%,

13, Antomobiles

Excise duty on chassiz for ambulances = being reduced from 24% 1o 12.5% sabject o actual user
condition

Concesstomt] excise duty of % on specified goods for use m ihe mannfictare of electrically operated
vehickes and bybrid vehicles. presemily available upto 31 03 2015, is being extended wpio 3105 2006,

24, Swuchh Bharat and Energy Sector

The Schedule Bate of Clean Energy Cess, kevied on coal, lignile and pear, is being mcreased from - 100
per tomme w0 300 per tomne. The effective mwe of Clean Encrgy Cess is being increased from ' 100 per
iomne 1o "2 per jonme. The increxse in rte of Clean Energy Cess will come inlo efect immediately
owing ta a declaration under the Provisional Collection of Taxes Act, 193]

Excise duty on sacks and bags of polymers of ethylene, other than for industrial use, is being incressed
o [5%.

25, Misvelbanemns

Full exempdion fom excie duty is being extended lo capdively consumed imermeediate comipound
ooming ira existence during the mamfacturs of Aparbottis. Agarbartis attrace NIL excise duty.
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