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© T AX RAT E S : 

H I G H L I G H T S - I N C O M E T A X 

FI NANC E BI LL, 2 0 1 8 

 

 The r e i s no c hange i n the b as i c e xe mp ti on l i mi t  for  I ndi v i dual ,  Hi ndu Undi v i de d  F 

ami l y,  As s oc i ati on  of  P e r s on,   B od y   of   I ndi v i dual s   and Ar ti fi c i al Jur i di c al P e r s on. 

 The r e i s no c hange i n b as i c tax r ate o f C o- op e r ati v e S oci e ty, F i r ms and L oc al Au 

thor i ti e s 

 Dome s ti c  c o mp ani e s  hav i ng  total  t ur nov e r   dur i ng  F .Y .   20 16- 17  n ot e xc e e di ng 

R s 250 C r or e s hal l b e l i able to p ay ta x at the r ate of 25% as agai ns t p r e s e nt c e i l i ng 

of tur n ov e r dur i ng F . Y 2015- 16 of R s 50 C r . 

 Exi s ti ng  Educ ati o n  c e s s   and  s e c ondar y   and  hi ghe r   e duc ati on  c e ss l e vi e d at the 

r ate of 2% and 1% r e s p e c ti v el y s hal l b e d i s c onti nue d. A ne w c e s s  b y  the n ame “He 

al th an d  E duc ati on C e s s ”  at the r ate of 4 % s hal l b e l e v i e d. 

© T AX I M P AC T ON I NDI VI DUALS 
 

 I n  c a s e  o f   I n d i v i d u a l   ( b e l o w   6 0   y e a r s   o f   a g e ) ,   H i n d u   U n d i v i d e d   F a m i l y , A s s o c i a t i o n 

o f P e r s o n a n d B o d y o f I n d i v i d u a l s : 

 

P a r t i c u l a r s I n c o m e l e v e l 

T a x a b l e 

i n c o m e 

U p t o 

2 .5 
l a c s 

2 .5 l a c s 

t o 5 l a c s 
5 l a c s t o 

1 0 l a c s 

1 0 l a c s 
t o 5 0 

l a c s 

5 0 l a c s 
t o 1 

c r o r e 

Ab o v e 1 

c r o r e 

C u r r e n t t a x N i l 5 .1 5 % 2 0 . 6 0 % 3 0 . 9 0 % 3 3 . 9 9 % 3 5 . 5 4 % 

P r o p o s e d 

t a x 

N i l 5 .2 0 % 2 0 . 8 0 % 3 1 . 2 0 % 3 4 . 3 2 % 3 5 . 8 8 % 

 I n c a s e o f I n d i v i d u a l ( b e t w e e n 6 0 t o 8 0 y e a r s o f a g e ) 

 

P a r t i c u l a r s I n c o m e l e v e l 

T a x a b l e 

i n c o m e 

U p t o 3 

l a c s 

3 l a c s 

t o 5 

l a c s 

5 l a c s t o 

1 0 l a c s 

1 0 l a c s 

t o 5 0 

l a c s 

5 0 l a c s t o 

1 c r o r e 
Ab o v e 1 

c r o r e 

C u r r e n t t a x N i l 5 .1 5 % 2 0 . 6 0 % 3 0 . 9 0 % 3 3 . 9 9 % 3 5 . 5 4 % 

P r o p o s e d 

t a x 

N i l 5 .2 0 % 2 0 . 8 0 % 3 1 . 2 0 % 3 4 . 3 2 % 3 5 . 8 8 % 
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 I n c a s e o f I n d i v i d u a l ( A b o v e 8 0 y e a r s o f a g e ) 

 

P a r t i c u l a r s I n c o m e l e v e l 

T a x a b l e 

i n c o m e 

U p t o 5 

l a c s 

5 l a c s t o 

1 0 l a c s 

1 0 l a c s t o 

5 0 l a c s 
5 0 l a c s t o 1 

c r o r e 

Ab o v e 1 

c r o r e 

C u r r e n t t a x N i l 2 0 . 6 0 % 3 0 . 9 0 % 3 3 . 9 9 % 3 5 . 5 4 % 

P r o p o s e d 

t a x 

N i l 2 0 . 8 0 % 3 1 . 2 0 % 3 4 . 3 2 % 3 5 . 8 8 % 

© T AX I M P AC T ON DOM E S T I C C OM P ANI E S FOR A. Y. 2 0 1 9 - 2 0 20 
 

 C o m p a n i e s h a v i n g T u r n o v e r d u r i n g F Y 1 6 - 1 7 u p t o R s . 2 5 0 C r . 
 

P a r t i c u l a r s I n c o m e L e v e l 

T a x a b l e I n c o m e U p t o 1 C r o r e 1 C r o r e t o 1 0 C r o r e Ab o v e 1 0 C r o r e 

C u r r e n t T a x 3 0 . 9 0 % 3 3 . 0 6 % 3 4 . 6 1 % 

P r o p o s e d T a x 2 6 . 0 0 % 2 7 . 8 2 % 2 9 . 1 2 % 

 C o m p a n i e s h a v i n g T u r n o v e r d u r i n g F Y 1 6 - 1 7 a b o v e R s 2 5 0 C r . 

 

P a r t i c u l a r s I n c o m e L e v e l 

T a x a b l e I n c o m e U p t o 1 C r o r e 1 C r o r e t o 1 0 C r o r e Ab o v e 1 0 C r o r e 

C u r r e n t T a x 3 0 . 9 0 % 3 3 . 0 6 % 3 4 . 6 1 % 

P r o p o s e d T a x 3 1 . 2 0 % 3 3 . 3 8 % 3 4 . 9 4 % 

© De fi ni ti on o f ac c umul ate d p r ofi ts o f amal gamate d c o mp any wi de ne d  s o as 

to i nc l ude ac c umul ate d p r ofi ts o f the amal gamati n g  c omp any  al s o, whe 

the r c ap i tal i ze d or not , as  on  th e  date of  amal gamati on  t o  p r e v e nt ar r 

ange me nts r e s or te d b y c omp ani e s i n or de r to e s c ap e li ab i l i ty of p ayi ng tax  

o n  di s tr i b ute d   p r ofi ts  b y   r e duc i ng  c ap i tal  thr oug h   amal gamati on r oute 

. 

© S toc k i n Tr ade C onv e r te d i nto C ap i tal As s e t wi l l b e taxe d unde r the he ad 

―Pr ofi ts an d Gai ns of B us i ne s s and  P r ofe s s i on‖  b y  taki n g  the  F ai r  Mar ke t Val 

ue o f s toc k i n tr ade as on date of c onv e r s i on. 

© I n or de r  to  al i gn  the  p r ov i s i ons  i n  the  DT AA  as  m odi fi e d  b y  Mul ti l ate r al I 

ns tr ume nts (ML I ), s o as t o ma ke the p r ov i s i ons i n the tr e aty e ffe c ti v e , t he 

de fi ni ti on of ―b us i n e s s c onne c ti on‖ i s p r op os e d t o b e am e nde d u /s 9 . 

© Pr ov i s i ons of S e c ti on 40 (a ) a nd 40 A( 3) s hal l b e  ap p l icab l e  to  c har i tab l e and  

r e l i gi ous  tr us t s  and  i ns ti tuti o ns  i n   or de r   to   enc our age  l e s s   c as h e c 

onomy and t o r e duc e ge ne r ati on a nd c i r c ul ati on o f b l ac k mo ne y . 
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© S tandar d de duc ti o n of R s .40 ,00 0/-  al l owab l e  t o  S al a r y  Pe r s ons  i n  l i e u  of Tr 

ans p or t Al l owanc e of R s .19 ,200 /- an d Me di c al R e i mb urs e me nt Pe r q ui s i te s of 

R s .15 ,000 /- , the r e b y r e s ul ti ng i nto n e t b e ne fi t of R s .5 ,8 00/- . 

© De duc ti on i n r e s p e c t of mar ke d t o m ar ke t l os s or ot he r e xp e c te d  l os s  u/s 36 

s hal l b e al l owe d i f c o mp ute d i n ac c or danc e wi th I C DS . 

© I n or de r to e nc our age p ar ti c i p ati on in tr adi ng of agr i c ul tur al c ommodi ti e s 

and  de r i v ati v e s ,  any  tr ans ac ti on  i n  r e s p e c t   of  tr adi ng  i n   agr i c ul tur al c 

ommodi t y de r i v ati v e s ,  whi c h  i s  not  c har ge ab l e  to  CTT ,  i n  a  r e gi s te r e d s 

toc k e xc hange , wi l l not b e c o ns i de r e d as a s p e c ul ati v e tr ans ac ti on. 

© An y gai n  or  l os s  ar i s i ng  on  ac c ount o f  any c hange i n  f or e i gn e xc hange r 

ate s , s hal l b e tr e a te d as i nc ome or l os s and the sa me s hal l b e c omp ute d i 

n ac c or danc e wi t h I C DS . 

© I n or de r to  mi ni mi ze  har ds hi p  i n  the re al  e s tate s ec tor ,  i t  i s  p r op os e d  to p 

r ov i de that no a dj us tme nt s hal l b e made i n a  c as e  w he r e  the v ar i ati on b e 

twe e n s tamp du ty v al ue and the s al e s c ons i de r ati on i s not mor e than 5% 

of t he s al e s c ons i de r ati on u /s 4 3C A  (B us i ne s s  Pr of i ts ),  50C  (C ap i tal Gai ns ) 

and 56 (I nc ome fr om Othe r S o ur c e s ). 

© Ne w S e c ti on 43C B  to  b e  i ns e r te d  to  p r ov i de  for c omputati on  of  i nc ome fr 

om c o ns tr uc ti on and s e r v i c e c ontr ac ts as u nde r : 

 

C ons tr uc ti on C o ntr ac t or a 

C ontr ac t for p r ov i di ng s e r v i c e s 

Pe r c e ntage of C o mp l e ti on Me t hod 

as p e r I C DS 

C ontr ac t for p r ov i di ng s e r vi c e s wi th 

dur ati on l e s s than 9 0 days 

Pr oj e c t C omp l e ti on Me thod 

C ontr ac t for p r ov i di ng s e rv ic e s 

i nv olv i ng i nde te r minate numb e r of 

ac ts ov e r s p e c i fi c p e r i od of ti me 

S tr ai ght L i ne Me t ho d 

© S e c ti on 44 AE ame nde d s o as to c omp ute p r e s ump ti v e inc ome i n c as e of he 

av y v e hi c le s (M or e than 12MT ) at R s . 1,000/- p e r  to n  of  gr os s  ve hi c le we i 

ght or u nl ade n we i ght for  e v e r y  mont h  or  p ar t  th e r e of  or  amou nt ac 

tual l y e ar ne d w hi c he v e r i s hi ghe r .  I n  c as e  of  v e hi c le s  of  12 MT  or  l e s s gr os s 

v e hic l e we i ght the e ar l i e r p r ov i si on of R s . 7,50 0/- p e r month for e ac h v e hi cl 

e woul d c o nt i nue . 
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© An y tr ans fe r  b y  a  non- r e s i de nt  of  c ap i tal  as s e t  as  r e fe r r e d  u/s  115 AC , r 

up e e  de nomi nate d   b ond  of  an  I ndi an  C omp any  or  De r i v ativ e s   on  a r 

e c ogni s e d s toc k e xc hange l oc ate d i n any I nte r nati onal F i nanc i al S e r vi c e 

C e ntr e (I F S C )  and the c ons i de r ati on i s  i n  for e i gn c ur r e nc y, w oul d  no t  b e r 

e gar de d as tr ans f e r u/s 47 . 

© Exe mp ti o n u/s 54 E C  al l owe d  agai ns t  l ong  te r m  c ap i tal  gai n  ar i s i ng  on tr 

ans fe r of l and or b ui l di ng or b oth (e ar l i e r any l ong te rm c ap i tal as se t) b y 

maki ng i nv e s tme nt i n l ong te r m s p e c i fi e d as s e t r e dee m ab l e  afte r  5  ye ar s (e 

ar l i e r 3 ye ar s ) 

© Pr ov i s i ons of S e c ti on 56 (2 ) woul d no t b e ap p li c ab l e  to tr ans fe r  of c ap i tal as 

s e t b e twe e n hol di ng  c omp any an d  i ts  whol l y  o wne d  I ndi an  S ub s i di ar y c 

omp any  and  b e twe e n  s ub s i di ar y   c omp any   and   i ts   I ndi an   hol di ng C 

omp any . 

© To c ar r y for war d l o s s , l i mi tati on to h ol d mor e tha n  51% o f  s har e s  s hal l  not ap 

p l y   whe r e    a    c omp any   s e e ki ng   i ns ol v e nc y    r e s oluti on   unde r    the I ns 

olv e nc y and B a n kr up tc y C ode , 20 16 . 

© B e ne fi t of de duc ti on  unde r  the  he a di ng  ―C .— De duc ti ons  i n  r e s p e c t  of c 

e r tai n i nc ome s ‖  in  C hap te r  VI A  s h al l  not  b e  al l owe d  i f  the  r e tur n  of i 

nc ome i s n ot fi l e d wi thi n due da te u/s . 139 (1 ). 

© De duc ti on u/s . 80D i s i nc r e as e d fr om R s . 30,00 0/- to R s . 5 0,000 /- i n c as e of 

p ayme nts   made    towar ds    he al th    i ns ur anc e    p r e mi um    or    me di c al e 

xp e ndi tur e o f a s e ni or c i ti ze n. 

© De duc ti on u /s . 80 DDB i s i nc r e as e d t o R s . 1, 00, 000/- i n c as e of p ayme n ts 

made t owar ds me d i c al tr e atme nt of s p e c i fi e d di s e as e s of s e ni or c i ti ze n. 

© De duc ti on  u/s .  80 TTB  on  i nte r e s t  i n c ome  fr om  B anks  and  p os t   offi c e s e 

ar ne d b y s e ni or c i ti ze n up to R s 5 0,0 0 0/- 

© S e c ti on 112 A i ns e r te d to p r ov i de  ta x  @ 10%  on  l o ng  t e r m  c ap i tal  gai ns ar i 

s i ng fr om tr ans fe r of a l ong te r m c a p i tal as s e t b e i ng a n e q ui ty s har e i n a 

c omp any or a  uni t  of  an  e q ui ty  or i e nte d  fund or  a  uni t  of  a  b us i ne s s tr 

us t e xc e e di ng o n e l akh r up e e s .  H o we v e r ,  de e me d  c a p i tal gai ns for fai r v 

al ue as on 31- 01- 2 018 i s p r op os e d to b e e xe mp te d . 
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© S e c ti on 115JB t o b e  ame nde d  to p r o v i de that the aggr e gate amount of l 

os s b r ought for war d and unab s or b e d de p r e c i ati on s hal l b e al l owe d to b e r 

e duc e d fr om  t he  b ook p r ofi t,  i f  a  c omp any ‘s  ap p l i c ati on  for  c or p or a te i 

ns ol v e nc y r e s ol uti on p r oc e s s unde r t he I ns ol v e nc y and B ankr up tc y C o de , 

2016 has b e e n ad mi tte d . 

© S e c ti on 115JC to b e ame nde d  s o  as t o  p r ov i de that a  u ni t  l oc ate d  i n  an I 

nte r nati onal F i nanc i al S e rvi c e Ce nte r , the al te r nate mi ni mum tax s hal l b e 

c har ge d @ 9% i ns te ad of @ 18 .5% . 

© De e me d di v i de nds u/s 2 (22 ) (e ) s hal l b e l i abl e to div i dend di s tr i b uti on tax 

unde r s e c ti on 115- O @ 30% (wi thou t gr os s i ng up ). 

© Di v i de nd di s tr i b uti on tax to b e l e v i e d @ 10% on i nc ome di s tr i b ute d  b y  an e 

q ui ty or i e n te d fun d Mu tual F un d. 

© Quoti ng of P AN i s made mandator y f or fi nanc i al tr ans ac ti on of an amoun t 

aggr e gati ng to R s .  2,5 0,0 00/-  or  m or e  i n  a  fi nanc i al  y e ar  i n  c as e  of  a p 

e r s on no t b e i ng a n i ndi v i dual i .e . a Natur al p e r s on . T h e s ai d ob l i gati on i s s i 

mul tane ous l y c as t on t he managi ng di r e c tor , di r e c tor , p ar tne r , tr us te e , 

author , f ounde r , k ar ta, c hi e f  e xe c uti v e  offi c e r ,  p ri nc i pal offi c e r  or offi c e b 

e ar e r or an y p e r s on c o mp e te nt t o a c t on b e hal f of s uc h e n ti ti e s . 

© To  i mp r ov e   mor e   tr ans p ar e nc y   &   ac c ountab i l i ty   by   e l i mi nati ng   the i 

nte r fac e b e twe e n the AO & the as s e s s e e , ne w s e c ti on 1 43 (3 A), 143 (3B ) & 

143 (3C ) to b e i ns e r te d e nab l i ng the ce ntr al gov e r nme nt to p r e s c r i b e ne w 

s c he me for s c r uti ny as s e s s me nts b y wa y of noti fi c ati on . 

© I n or de r to r e gul ar i s e the c omp l i ance wi th the noti fi e d I C DS b y a  l ar ge numb 

e r   of    taxp aye r s ,    i t    i s    p r op os e d    to    b r i ng    the    ame ndme n ts r e tr os 

p e c ti v e l y  i n  p r ov i s i ons  of  s ec ti on  145 A  p e r tai ni n g  to  me tho d  of ac c 

ounti ng,  wi th   r e gar d   to   v al uati on   of   i nv e ntor y,   tr ans ac ti ons   of p ur c 

has e and s al es of goods or s e r v ic e or s e c uri ti es , c lai m for e s c al ati on of p r i c 

e  i n  a  c on t r ac t  or  e xp or t  i nc e nti v e s ,  as s i s tanc e  i n  the  for m  of  a s ub s i dy  

or  gr ant   or   c as h   i nc e ntiv e   or   duty  dr awb a c k   or   wai v e r   or c onc e s s i 

on or r e i mb ur s e me nt r e fe r r e d to i n s e c ti on 2 (24 ) ( xv i i i ). 
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© S e c ti on 194 A  i s  a me nde d  t o  r ai s e  t he  thr e s hol d  f or  d e duc ti on  of  tax  at s 

our c e on i nte r e s t i nc ome f or s e ni or c i ti ze ns fr om R s 10 ,00 0/- t o R s 50 ,00 0/- 

© S e c ti on 253 p e r tai ni ng to  ‗ Ap p e al s  to  Ap p e l l ate Tr i b unal ‘  i s  p r op os e d  to b 

e ame nde d to al s o make an or de r p as s e d b y a C ommi ss i one r (Ap p e al s ) 

unde r s e c ti on 271 J ap p e al ab l e b e for e the Ap p e l l ate Tr i b unal . 

© Pe nal ty  for  de l ay   i n   fur ni s hi ng   the   s tate me nt   f or   s p e c i fi e d   fi nanc i al tr 

ans ac ti on (S F T ) b e yond p r e s c r i b e d t i me l i mi t i s i nc r e ase d fi v e - fol d fr om 

R s . 100/- to 500 /- p e r day whe n de l ay i s up to 30 da ys and fr om R s . 500/- to 

R s . 1 000/- p e r da y whe n de l ay i s b e yo nd t hat . 

© I mmuni ty fr om p r o s e c uti on and i mp r i s onme nt  u/s .  276 C C  on  fai l ur e  to fur 

ni s h p r e s c r ib e d re tur ns for any as s e s s me nt ye ar c omm e nc i ng on or afte r 

the 1s t da y  of  Ap r i l ,  1975  s hal l  he n c e for th  no t  b e  av ai l ab l e  i n  c as e  of c 

omp ani e s . 

© Pr ov i s i ons p e r tai ni ng to  C b C R  has  b e e n  p r op os e d  t o  b e  r ati onal i s e d  b y e 

xte ndi ng the p e r i od of r e p or ti ng. 
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A n a l y s i s - I N C O M E T A X 

© DE FI NAT I ONS : 

 W id ening of scop e of Accumu la t ed p r of it s f or t he p urp o s es of Div id e nd 
 

I t i s p r op os e d to i ns e r t a ne w Exp l anati on 2 A i n s ec ti on 2 (22 ) of the Ac t 

to wi de n the s c op e of the te r m ‗ac c umul ate d p r ofi ts‘ s o as to p r ov i de 

that i n t he c as e of an amal gamate d c omp any , ac c umul ate d  p r ofi ts , whe 

the r c ap i tal i s e d  or  not ,  or  l os s e s  as  the  c as e  may  b e ,  s hal l  b e i nc r e 

as e d b y the a c c umul ate d p r ofi ts of the a mal gamat i ng c omp any , whe 

the r c ap i tal i ze d or no t , on the da te o f amal gama ti o n. 

The  s ai d   p r op os e d   i ns e r ti on   i s   t o   p r e v e nt   ab us i v e   ar r ange me nts r 

e s or te d b y c omp ani e s i n  or de r  to  e s c ap e  l i abi l i ty  of  p ayi ng  tax  on di 

s tr i b ute d p r ofi ts b y r e duc i ng c ap i tal thr ough amal gama ti on r oute . 

(w .e .f . A. Y .2019- 20 20) 

 
 W id ening t he d ef i ni t ion of I ncome 

 

I t i s  p r op os e d  to  ame nd  the  de fi ni ti o n  of  the  te r m  ‗I ncome ‘  s o  as  to i 

nc l ude the F ai r M ar ke t Val ue of I nv entor y on i ts c onv e r s i on fr om s toc k i 

n tr ade to c ap i tal as s e t. 

F ur the r , i t i s p r op os e d to ame nd de fi ni ti on of ‗S hor t Te r m C ap i tal as s e t‘ 

s o as to p r ov i de that on s al e of the s ai d  c onv e r te d  c api tal as s e t, the p 

e r i od of hol di ng s hal l b e r ec kone d fr om the date of i ts c onv e r s i on or the 

tr e atme n t. 

Thus , i f the s toc k i n tr ade i s c onv e r ted i nto c ap i tal as s e t, the n t he F ai r 

Mar ke t Val ue of th e i nv e ntor y on the date of c onv e rs i on de te r mi ne d i n 

the p r e s c r i b e d ma nne r s hal l b e tr e at e d as b us i ne s s I nc ome . 

(w .e .f . A. Y .2019- 20 20) 

 
I t i s fur the r p r op os ed to ame nd de fi ni ti on of the te r m ‗I ncome ‘ s o as to i 

nc l ude any c omp e ns ati on or ot he r p ayme nt  r e c e i v e d  on  te r mi nati on of 

the e mp l oyme n t or m odi fi c ati on of te r ms  an d  c on di ti ons  r e l ati ng the r e 

to . 

(w .e .f . A. Y .2019- 20 20) 
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© I NC OM E DE E M E D T O AC C RUE OR ARI S E I N I NDI A 

 Amend me nt t o S ec t ion 9 re la t ing t o I n come d eemed t o a ccrue o r a ri se 

in I nd ia 

The s c op e of  e xi sti ng  p r ov i s i ons  of  s e c ti on  9 (1 ) (i )  i s  r e s tr i c ti v e  as  i t e 

s s e nti al l y p r ov i de s for p hys i c al p r e s enc e b as e d ne xus r ul e for taxati on 

of b us i ne s s  i nc om e  of  t he  no n- r e s i de nt  i n  I ndi a.  Exp l anati on  2  to  the s 

ai d s e c ti on  whi c h  de fi ne s  ‗b us i ne s s  c onne c ti on‘  i s  al s o  nar r ow  i n  i ts s 

c op e s i nc e i t l i mi ts the taxab i l i ty of c e r tai n ac ti vi ti e s or tr ans ac ti ons of 

non- r e s i de nt  t o  t hos e  c ar r i e d   out   thr ough   a   de p e ndent   age n t. The 

r e for e ,  e me r gi ng  b us i ne s s  mod e l s  s uc h  as  di gi tize d   b us i ne s s e s , whi c h 

do not r e q ui r e p hys i c al p r e se nc e of the  non- r e s i de nt  or  an y age nt i n I 

ndi a, i s n ot c ov e r e d wi thi n t he s c op e of the s ai d c l aus e . 

Thus , i n v i e w of th e  ab ov e ,  i t  i s  he r eb y  p r op os e d  to  s u b s ti tute c l ause (a 

)   of   the   s ai d   Exp l anati on   2   s o   as   t o   p r ov i de   that   ―b us i ne s s c 

onne c ti on‖  s hal l  i nc l ude  any  b us ine s s  ac ti vi ty   c ar r ie d   thr ough  a p e 

r s on wh o, ac ti n g  on  b e hal f  of  the non- r e s i de nt ,  has  and hab i tual l y e xe r 

c i s e s i n I ndi a, an author i t y to c o nc l ude c ontr ac ts on b e hal f of the non- 

r e s i de nt or ha b i tual l y c onc l ude s  c ontr ac ts  or  hab i t ual l y  p l ays the p r i nc i 

p al r ol e l e adi ng to c o nc l us i on of c ontr ac ts by  th e  non- r e s i de nt and t he c 

o ntr ac ts ar e - 

(i) ) i n the name of t he no n- r e s i de nt; or 
 

(ii) ) for t he tr ans fe r of the o wne r s hi p o f, or f or the gr anti ng of the r i ght 

to us e , p r op e r ty o wne d b y tha t  non- r e s i de nt  or  that no n- r e s i de nt has the 

r i gh t to us e ; or 

(iii) i ) f or the p r ov i s i on of s e r v i c e s b y t ha t n on- r e si de nt . 
 

I t i s fur the r p r op os ed to i ns e r t a ne w E xp l anati on 2 A i n s e c ti on 9 (1 )(i ) s o 

as to p r ov i de that the s i gni fi c ant e c onomi c p r e s e nc e of a non- r e s i de nt 

i n I ndi a  s hall  c ons ti tute  ―b us i ne s s  c o nne c ti on‖  of  t he  non- r e s i de nt  i n I 

ndi a and the ―s i g ni fi c ant e c onomi c p r e s e nc e ‖ for thi s p ur p os e ,  s hal l me 

an – 
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(a) )   a ny  tr a ns ac ti o n   i n   r e s p e c t   of  any  go ods ,   s e r v i c es  or  p r op e 

r ty c ar r i e d out b y a n on- r e s i de nt i n I ndia i nc l udi ng p r ov i s ion of do wnl 

oad of data or s of twar e i n I ndi a, i f the aggr e gate of paym e nts ar i s i ng fr 

om s uc h tr ans ac ti on or tr ans ac ti ons dur i ng the p r e v i ous ye ar e xc e e ds s 

uc h amount as may b e p r e s c r i b e d; or 

(b) )  s ys te ma ti c  and  c onti nuous  s ol i c i ti ng  of  i ts  b us i ne s s   ac ti vi ti e s or 

e ngagi ng   i n   i nte rac ti on   wi th   s uc h    numb e r    of   us e rs   as   may b e 

p r e s c r i b e d, i n I ndi a thr ough di gi tal me ans . 

I t i s fur the r p r op os e d to p r ov i de that the tr ans ac ti ons or ac tiv i ti e s s hall c 

ons ti tute s i gni fi c ant e c ono mi c p r e s e nc e i n I ndi a, whe t he r or no t the non- 

r e s i de nt has a  r e s i de nc e  or  p l ace  of  b us i ne s s  i n  I ndi a  or  r e nde r s s e r v 

ic e s i n I ndi a. 

I t  i s  al s o  p r op os e d  to  p r ov i de  that  onl y  s o  muc h  of  i nc ome  as  i s attr 

i b utab l e to the tr ans ac ti ons or ac ti v i ti e s r e fer r e d to i n c l aus e (a ) or c l 

aus e (b ) s hal l b e de e me d t o ac c r ue or ar i s e i n I ndi a. 

(w .e .f . A. Y .2019- 20 20) 
 

© I NC OM E S NOT T O B E I NC LUDE D I N T OT AL I NC OM E 
 

 I t i s p r op os e d  to i ns e r t  a  ne w  c l aus e  (6 D )  i n  the sai d  s e c ti on s o  as to e 

xe mp t fr om tax  any  i nc ome  ar i s i ng  to  a  n on- r e s i de nt,  no t  b e i ng  a c 

omp any , or a for e i gn c omp any,  b y  way  o f  r oyal t y  fr om  or  fe e s  for te c 

hni c al  s e rv i c es  r e nde r e d  i n  or   outs i de   I ndi a   to   the   Nati onal Te c 

hni c al R e s e ar c h Or gani s ati on (N TR O ) 

C ons e q ue ntl y , N TR O  wi l l  not  b e  r e q u i r e d  to  de d uc t  ta x  at  s our c e  on 

s uc h p ayme n t. 

 Unde r the e xi s ti ng p r ov i s i ons p e r tai ni ng to Nati onal Pe ns i on S c he me , an 

e mp l oye e c ontr i b u ti ng to the NPS i s al l owe d an e xe mp ti on i n r e s p e c t of 

40% of the t otal amount p ayab l e to hi m on c l os ure of hi s ac c ount or on 

hi s  op ti ng  out .  Thi s  e xe mp ti on  i s  not  av ai l abl e  to  non- e mp l oye e s ub s 

c r i b e r s . 

I n or de r  to  p r ov i de  a  le v el  pl ayi ng  fi e l d, i t  i s  p r op os e d  to  ame nd  the s 

ai d c l aus e (12 A) o f s e c ti on 10 of the Ac t to e xte nd the s ai d b e ne fi t to 

al l s ub s c r i b e r s . 



10 

     R.VAGHASIA GROUP 
 

 

 

 At p r e s e nt , t he r e  ar e  no  r e s tr i c ti ons  on  p ayme nts  ma de  i n  c as h  b y c 

har i tab l e or r el i gious tr us ts or i ns ti tut i ons . Ther e ar e al s o no c he c ks on 

whe the r s uc h tr us ts or i ns ti tuti ons fol l o w the p r ov i s i ons of de duc ti on of 

tax at s our c e unde r C hap te r X VI I -B of the Ac t. T hi s has l e d to l ac k of an 

audi t tr ai l f or v e r i fi c ati on of ap p l i c ati on of i nc ome . 

I t i s p r op os e d to i ns e r t p r ov i s o i n s e c tion 10 (23C ) s o as t o p r ov i de that 

for the p ur p os e of de te r mi ni ng the a mount of ap p l i c ati on  unde r  i te m (a 

)  of  the   s ai d   thi r d   p r ov i s o,   the   p r ov i s i ons   of   s e c ti on   40 (a ) (i a ) p e r 

tai ni ng  to  di s all owanc e  of  e xp e ns e   for  non- de duc t i on  of  tax  at s our 

c e and r e s tr i c ti v e p r ov i s i ons of c as h p ayme nt i n  e xc e s s  of  R s . 10,000 /35 

,000 of s e c ti on 40 A(3 )/ (3 A) s hal l , mutati s m ut andi s , ap p l y  as the y ap p l y  i 

n  c o mp uti ng  the  i nc o me  c har ge ab l e  unde r  the  he ad ―Pr ofi ts and 

Gai ns of B us i ne s s and Pr o fe s s i on‖ . 

 I t  i s  p r op os e d   to  wi thdr aw  the  b e n e fi t   of  e xe mp ti on  to  l ong  te r m c 

ap i tal gai n ar i s i ng on s al e of l i s te d e q ui ty s har e s  c ove r e d  i n  S e c ti on 10 

(38 ) on or afte r t he 1s t da y of Ap r i l , 2018. 

(w .e .f . A. Y .2019- 20 20) 

 
 Amend me nt in S e ct ion 1 1 rela t ing t o I ncome f ro m  p r op ert y  held  f o r cha 

rit a b le o r re lig i ous p u rp ose s 

At p r e s e nt , t he r e  ar e  no  r e s tr i c ti ons  on  p ayme nts  ma de  i n  c as h  b y c 

har i tab l e or r el i gious tr us ts or i ns ti tut i ons . Ther e ar e al s o no c he c ks on 

whe the r s uc h tr us ts or i ns ti tuti ons fol l o w the p r ov i s i ons of de duc ti on of 

tax at s our c e unde r C hap te r X VI I -B of the Ac t. T hi s has l e d to l ac k of an 

audi t tr ai l f or v e r i fi c ati on of ap p l i c ati on of i nc ome . 

I n  or de r  to  e nc our age  a  l e s s  c ash  e c onomy  an d   to   r educ e   the ge 

ne r ati on and c i r c ul ati on of b l ac k mone y ,  i t  i s  p rop o s e d  to  i ns e r t  a ne w 

Exp l ana ti on t o the s e c ti on 11 t o p r ov i de that for the p ur p os e s of de te r 

mi ni ng the  a p p l i c ati on  of  i nc ome  unde r  the  p r o v i si ons  of  s ub - s e c ti 

on  (1 )  of  the  s ai d  s e c ti on,  the  p r ov i s i ons  of  s e cti on  40 (a )(i a ) p e r tai 

ni ng  to  di s all owanc e  of  e xp e ns e   for  non- de duc t i on  of  tax  at s our c e  
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and r e s tr i c ti v e p r ov i s i ons of c as h p ayme nt i n  e xc e s s  of  R s . 10,000 /35 ,000 

of s e c ti on 40 A(3 )/ (3 A) s hal l , mutati s m ut andi s , ap p l y  as the y ap p l y  i n  c o 

mp uti ng  the  i nc o me  c har ge ab l e  unde r  the  he ad ―Pr ofi ts and gai ns o 

f b us i ne s s or p r ofe s s i on‖ . 

(w .e .f . A. Y .2019- 20 20) 
 

© S ALAR Y 

 Amend me nt in S ect ion 1 6 & 1 7 rela t ing t o d ed uct ions a nd d ef ina t ion s 
 

I t i s he r e b y p r op os e d  to  p r ov i de  S tandar d  De duc ti on  of  R s .  40,000 /- fr 

om the s al ar y i nc ome i n S e c ti on 16 and the p r e s e nt al lowanc e of R s . 

19,200 /- (1 ,600 /- p .m . )  i n  r e s p e c t  of  Tr ans p or t  Al l owan c e  (e xc e p t  i n c 

as e  of   di ffe r e ntly  ab l e d   p e r s ons )   and  R s .   15,000/-  i n   r e s p ec t   of r e 

i mb ur s e me nt  of  me di c al  e xp e ns e s  (Pe r q ui s i te )  i s  p r op os e d  to  b e wi 

thdr aw n and the r e b y r e s ul ti ng i nto ne t b e ne fi t of R s . 5,800 /- (400 00 - 

19200 - 15 000 ). 

(w .e .f . A. Y .2019- 20 20) 

 

© P ROFI T AND GAI NS FROM B US I NE S S AN D P ROFE S S I ON 

 Amend me nt in S ec t ion 2 8 rela t ing t o P rof it s  a nd Ga i ns o f  Bus ine ss a nd P 

rof es sion 

- I t i s p r op os e d  to  wi de n  the  de fi ni ti o n  of  b us i ne s s  i nc ome  s o  as  to p 

r ov i de that any c omp e ns ati on due or r e c e i v e d b y any p e r s on , b y 

whate v e r name c al l e d, at or i n c onne c ti on wi th the te r mi nati on or 

the mo di fi c ati on o f the te r ms and c o ndi ti ons , as the c a s e may b e , 

of any c ontr ac t r e l ati ng to hi s b us i ne s s s hal l be c har ge ab l e to tax unde 

r t he he ad "Pr ofi ts an d Gai ns o f B us i ne s s or Profe s s i o n" . 

- I t i s p r op os e d that i f  the  s toc k  i n  tr ade  i s  c onv e rte d  into  c ap i tal as 

s e t, the n the  F ai r  Mar ke t  Val ue  of  the  i nv e ntor y  o n  t he  date  of c 

onv e r s i on de te r mi ne d i n the p r e s c r i be d manne r s hal l b e tr e ate d as I 

nc ome to b e taxed unde r the he ad ―Pr ofi ts and Gai ns of B us i ne s s and 

Pr ofe s s i on‖ . 

At  p r e s e nt,  unde r   s e c ti on   45,   C ap i tal   Gai n   I nc ome   ar i s i ng   on c 

onv e r s i on of c ap ital as s e t i nto s t oc k i n tr ade i s taxab l e . Ho we v e r ,  
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unde r the e xi s ti ng l aw, t he r e was no s p e c i fi c p r ovi s i on i n r e s p e c t of 

taxab i l i ty i n c as e s whe r e , s t oc k i n  tr a de was c onv er te d  i nto c ap i tal as 

s e t  and  thus ,  t he   p r ov i s i on   has   b e e n   p r op os e d   i n   or de r   t o di s c 

our age the p r ac ti s e of de fe r r i ng the tax p ayme nt b y c onv e r ti ng i nv e 

ntor y i nt o c ap i tal as s e t . 

(w .e .f . A. Y .2019- 20 20) 

Amend me nt in S ect ion 3 6 rela t ing t o D ed uct ions 
 

I t i s he r e b y p r op ose d to i ns e r t a ne w c l aus e (xv i i i ) i n S e cti on 36 (1 ) s o as 

to p r ov i de that de duc ti on i n r e s p e c t of any mar ke d t o mar ke t l os s or 

othe r e xp e c te d l os s s hal l b e al l owe d, i f c omp ute d i n ac c or danc e wi th 

the i nc ome c omp utati on  and  di s c l os ur e  s tandar ds  (I CDS )  noti fi e d unde 

r s e c ti on 145 ( 2). 

(w .r .e .f. A. Y . 2017- 2 018 ) 

 
 Amend me nt in S e ct ion 4 0 A rela t ing t o E x p enses o r p ayment s not 

d ed uct ib le in ce rt a in ci rcum st a nce s 

I t i s p r op os e d  to i ns e r t  a  ne w  s ub - s e cti on (13 )  i n  s e c ti on 40 A  s o  as t o p 

r ov i de that n o de duc ti on or al l owan c e s hal l b e al l owe d i n r e s p e c t o f 

any mar ke d to mar ke t l os s or othe r e x p e c te d l os s e xc e p t as al l owab l e 

unde r t he ne w c l aus e (xv i i i ) of s e c ti o n 36 (1 ). 

(w .r .e .f. A. Y . 2017- 2 018 ) 

 
 Amend me nt in S e ct ion 4 3 rela t ing t o Def in it ion s of cert a in t e rm s 

relev a nt t o inco me f rom p rof it s a nd g a ins of b u si nes s a n d p rof es sion 

I n   or de r   to    e ncour age   p ar ti c i p ati on    i n    tr adi ng    of    agr i c ul tur al c 

ommodi ti e s and de r i v ativ e s , i t  i s  p rop os e d  to i ns e r t  a  ne w  p r ov i s o  to c l 

aus e (5 ) s o as t o p r ov i de that  tr a ns ac ti on  i n  r e sp e c t  of  tr adi ng  i n agr i c 

ul tur al   c ommodi ty   de r i v ati v es ,   w hi c h   i s    no t    c har ge ab l e    to c 

ommodi t y   tr ans a c ti ons   tax ,    i n    a    r e gi s te r e d    s toc k    e xc hange   or r e 

gi s te r e d as s oc i ati on, wi l l b e tr e ate d as non- s p e c ul ati v e tr ans ac ti on. 

(w .e .f . A. Y .2019- 20 20) 

 



 

13 

    R.VAGHASIA GROUP 
 

 

 

 
 I nse rt ion of new S ect ion 4 3 AA t o p rov id e f or t a x a t ion of f o reig n 

ex cha ng e f luct ua t i on 

The p r op os e d  ne w  s e c ti on  p r ovi de s  that,  s ub j e c t  to  th e  p r ovi s i ons  of s 

e c ti on 43 A, an y gai n or l os s  ar i s i n g  on  ac c oun t  of  any  c hange  i n for e 

i gn e xc hange r ate s s hal l b e tr e at e d as i nc ome or l o s s , as t he c as e may 

b e , a nd s uc h gai n or l os s s hal l b e c omp ute d  i n  ac c or danc e  wi th the I C 

DS noti fi e d u nde r s e c ti on 145 (2 ) . 

 

I t i s fur the r p r op os e d to p r ov i de that gai n or l os s ar i s i ng on ac c ount of 

the c hange i n for e i gn e xc hange r ate s s hal l b e i n r es p e c t of al l for e i gn 

c ur r e nc y tr ans ac ti ons i nc l udi ng thos e r e l ati ng to mon e tar y i te ms and non- 

mo ne tar y i te ms or tr ans l ati on of fi nanc i al  s tate me nts  of  for e i gn op e r ati 

ons   or   for war d   e xc hange   c ontr ac ts    or    for e i gn   c ur r e nc y tr ans l ati 

on r e s e r v e s 

(w .r .e .f. A. Y . 2017- 2 018 ) 

 
 Amend me nt t o S ect ion  4 3 C A  p rov id ing  f or  sp ec ia l  p r ov ision  f o r  f ul l v 

a lue con sid era t io n f or t ra n sf e r of a s set s ot her t ha n  ca p it a l  a s set s  i n cert a 

in ca ses 

At p r e s e nt , b us i ne s s  p r ofi ts  ar i si ng  out  of  tr ans ac ti ons  i n  i mmov abl e p 

r op e r ty ar e ta xe d on – 

- s al e c ons i de r ati on or 

 
- s tamp du ty v al ue 

whi c he v e r i s hi ghe r , 

I t has  b e e n  p oi nte d  out  that  t hi s  var i ati on  c an  oc c ur  i n  r e s p ec t  of s 

i mi l ar  p r op e r ti e s  in  the  s ame  ar e a  b e c aus e  of  a  v arie ty  of  fac tor s , i 

nc l udi ng s hap e of the p l ot or l oc ati o n. I n or de r to mi ni mi ze har ds hi p i n 

c as e of ge nui ne tr ans ac ti ons i n the r e al e s tate s e c tor , i t i s p r op os e d to 

p r ov i de  that  no  adj us tme nts  s hal l  b e  made  i n   a   cas e   whe r e   the v 

ar i ati on b e twe e n s tamp dut y v al ue and the s al e c ons i de r ati on i s no t 

mor e than fi v e p e r c e nt of the s al e c o ns i de r ati on 

(w .e .f . A. Y .2019- 20 20) 
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 I nse rt ion of  new S ect ion 4 3 C B t o p rov id e  f or  C omp ut a t ion of  I ncome 

f rom co nst ruct io n a nd se rv ice cont ra ct s 

The  p r op os e d  ne w   s e c ti on   p r ov i de s   that   p r ofi ts   a nd   gai ns   of   a c 

ons tr uc ti on  c ontr ac t  or  a  c ontr ac t  for  p r ov i di ng  se rv ic e s  s hal l  be de 

te r mi ne d on th e  b as i s  of  p e r c entage  of  c omp l e ti on  me thod  i n ac c 

or danc e wi th t he I C DS noti fi e d u n de r s e c ti on 145 (2 ). 

I t i s fur the r p r op os e d  to  p r ov i de  that  i n  the  c as e  of  a  c ontr ac t  for p 

r ov i di ng s e rv ic e s wi th dur a ti on l e s s t han ni ne t y days , t he p r ofi ts and gai 

ns s hal l b e de te r mi ne d o n the b as i s of p r oj e c t c omp l e t i on me thod . 

I t  i s  al s o  p r op os ed  to  p r ov i de  that  i n   the  c as e   of  a   c ontr ac t   for p 

r ov i s i on of  s e r v ice s  i nv olv i ng  i nde te r mi nate  numb er  of  ac ts  ov e r  a s p 

e c i fic p e ri od of ti me , the p r ofi ts and gai ns ar i si ng fr om s uc h c ontr ac t s 

hal l b e de te r mi ne d on the b as i s of a s tr ai ght l i ne me th o d. 

I t  i s   al s o   p r op os ed  to  p r ov i de  that  for  thi s   p ur p ose  the  c ontr ac t r 

e v e nue s hall i nc l ude r e te nti on m one y and the c on trac t c os ts s hal l not 

b e  r e duc e d  b y  any  i nc i de ntal  i n c ome   i n   the   nat ur e   of   i nte r e s t , di 

v i de nds or c ap i tal gai ns . 

(w .r .e .f. A. Y . 2017- 2 018 ) 
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 Amend me nt of S ec t ion 4 4 AE in reg a r d t o p resu mp t iv e i ncome i n ca se of 

g ood s ca r ria g e 

 

P a rt icula r s P re Amend ment P ost Amend ment 

M ore t ha n 1 2 M T 

g ros s v ehic le w 

eig ht 

E q ua l T o or 

Les s t ha n 1 2 

M T g ross v 

ehicle w eig ht 

As s e s s e  

owni ng 10 

goods            

c ar r i age  at 

any ti me 

dur i ng   the p 

r e v i ous ye ar 

and e ngage d 

i n the 

b us i ne s s of 

p l yi ng, hi r i ng 

or l e as i ng 

goods    

c ar r i age s 

R s 7,500  /-  p e r 

mont h or p ar t of th e 

mont h for e ac h 

goods c ar r i age or 

amount    ac tual l y 

e ar ne d,   whi c he v e r 

i s hi ghe r , i s ta xab l e . 

R s 1,000 / p e r ton 

of gr os s v e hi c l e 

we i ght or 

unl ade n we i ght, 

as the c as e may 

b e , for e v e r y 

mont h or p ar t of 

the mo nth or 

amount ac tual l y 

e    ar    ne    d, 

whi c he v e r   is 
hi ghe r , i s 

taxab l e . 

R s 7,500 /- p e r 

mont h or p ar t 

of the m ont h 

for   e ac h 

goods             

c ar r i age   or 

amount         

ac   tual    l    y 

e  ar   ne   d, 

whi c he v e r  i s 

hi ghe r , i s 

taxab l e . 

(w .e .f . A. Y .2019- 20 20) 

 

© C AP I T AL GAI NS 

 Amend me nt  t o  S ect ion  4 7   rela t ing  t o   T ra nsa ct io ns  not  reg a rd ed  a s t 

ra nsf e r 

I t i s p r op os e d to i ns e r t a ne w c l aus e (v i iab ) i n the s ai d s e c ti on s o as to 

p r ov i de that a ny tr ans fe r of a c ap i tal as s e t b y a non- r e s i de nt, b e i ng 

 

 b ond or Gl ob al De p os i tor y R e c e i p t  r e fe r r e d  to i n  s ub - s e c ti on (1 )  of s 

e c ti on 115 AC or 

 r up e e de nomi na te d b ond of a n I ndi an c omp an y or 

 
 de r i v ativ e , 

 
on a r e c ogni s e d s toc k e xc hange l oc ate d i n any I nte rnati onal F i nanc i al 

S e r v ic e s C e ntr e and  whe r e  the  c on s i de r ati on  for  s uc h  tr ans ac ti on  i s p 

ai d or p a yab l e i n for e i gn c ur r e nc y, s hal l not b e re gar de d as tr ans fe r . 

F ur the r , c ons e q ue n ti al r e l i e f i s  pr op os e d  unde r  s e c ti on  115JC whe r e i n al 

te r nate mi ni mum tax woul d b e c har ge d on the i nc ome ge ne r ate d b y a   
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uni t   l oc ate d   i n   an  I nte r nati onal  F i nanc i al  S e rv ic e   C e ntr e ,   at  9 % i ns 

te ad of 18 .5 %. 

(w .e .f . A. Y .2019- 20 20) 

 
 Amend me nt t o S ect ion 4 9 rela t ing t o C ost of a cq uis it ion 

 

I t i s p r op os e d to a me nd the s ai d s e c t i on s o as t o pr ov i de that the c os t 

of ac q ui s i ti on of  t he  c ap i tal  as s e t  whi c h  i s  c onv e r te d  fr om  s toc k  i n tr 

ade to c ap i tal  a s s e t  s hal l  b e  the  F ai r  Mar ke t  Val ue  o n  the  da te  of c 

onv e r s i on. 

(w .e .f . A. Y .2019- 20 20) 

 
 Amend me nt t o S ect ion 5 0 C rela t i ng p rov is ion f o r f ull v a lue of 

consid e ra t ion in ce rt a in ca ses 

At  p r e s e nt ,  C ap i tal  Gai n  ar i si ng  out  of  tr ans ac ti ons  i n   i mmov ab le p 

r op e r ty ar e ta xe d on – 

- s al e c ons i de r ati on or 

 
- s tamp du ty v al ue 

whi c he v e r i s hi ghe r , 

I t has  b e e n  p oi nte d  out  that  t hi s  var i ati on  c an  oc c ur  i n  r e s p ec t  of s 

i mi l ar  p r op e r ti e s  in  the  s ame  ar e a  b e c aus e  of  a  v arie ty  of  fac tor s , i 

nc l udi ng s hap e of the p l ot or l oc ati o n. I n or de r to mi ni mi ze har ds hi p i n 

c as e of ge nui ne tr ans ac ti ons i n the r e al e s tate s e c tor , i t i s p r op os e d to 

p r ov i de that no adj us tme nts s hal l b e made i n a cas e whe r e the 

v ar i ati on b e twe e n s tamp dut y v al ue and the s al e c ons i de r ati on i s no t 

mor e than fi v e p e r c e nt of the s al e c o ns i de r ati on. 

(w .e .f . A. Y .2019- 20 20) 
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 Amend me nt t o S ect ion 5 4 E C rela t ing t o C a p it a l Ga in not t o b e cha rg ed 

on inv est ment i n c ert a in b ond s 

 

P a rt icula r s P re- 

Amend me nt 

P ost - 

Amend me nt 

As s e ts Tr ans fe r r e d An y l ong Te r m 

C ap i tal As s e t 

L ong Te r m C 

ap i tal As s e t b 

e i ng L and or 
B ui l di ng or B oth 

L oc k I n Pe r i od  of  I nv e s tme nt  i n L 

ong Te r m S p e c i fi e d  As s e t  ( An y B 

onds i s s ue d b y th e NH AI / R EC L or 

any othe r b on d  noti fi e d  b y the C 

e ntr al Gov e r nme nt) t o 
c l ai m e xe mp ti on u/ s . 5 4EC 

3 ye ar s i f           i 

nv e s tme nt made 

on or af te r 01.04 

.200 7 ti l l 

31.03 .201 8 

5 ye ar s i f i 

nv e s tme nt 

made o n or af te r 

01.04 .201 8 

(w .e .f . A. Y .2019- 20 20) 

 

© I NC OM E FROM OT H E R S OURC E S 

 Amend me nt t o S ect ion 5 6 rela t ing t o I ncome f rom Ot her S ource s 

 

P a rt icula r s P re Amend ment (o 

n or a fte r 01. 04. 2 017 b 

ut b e for e 01 .04 .20 19) 

P ost Amend ment 

(o n or a fte r 01. 04. 2 019 ) 

Whe r e any 

p e r s on r e c e iv e s 

an i mmov ab l e 

p r op e r ty 

I f di ffe r e nc e b e twe e n 

the  c ons i de r ati on  and s 

tamp      dut y      v al ue e 

xc e e ds  R s .   50,000 /- the 

n- 

- the s tamp du ty v al ue 

of  s uc h  p r op e r ty  as e 

xc e e ds s uc h 

c ons i de r ati on     s hal l 

b e     c ons i de r e d      as 

i nc ome 

I f  di ffe r e nc e  b e twe e n  the c 

ons i de r ati on an d s tamp 

duty v al ue i s mor e than the 

hi ghe r of the f ol l owi ng 

amounts - na me l y- 

- R s . 5 0,0 00/- and 

- Am oun t e q ual to 5 % of 

the c o ns i de r ati on, 

The n the s tamp du ty v al ue 

of      s uc h      p r op e r ty  as 

e xc e e ds s uc h 

c ons i de r ati on     s h al l      b e 

c ons i de r e d as i nc o me 

(w .e .f . A. Y .2019- 20 20) 

 
I t i s  al s o  p r op os e d  to i ns e r t  a  ne w  c l aus e  (xi )  i n  s ub - s e c ti on (2 )  of the 

s ai d s e c ti on s o as to p r ov i de that any c omp e ns ati on or othe r p ayme n t 

due  to  or  r e c e i ve d  b y  an y   p e r s o n,  b y   w hate v e r   name  c al l e d,  i n c 

onne c ti on wi th th e te r mi nati on of hi s e mp l oyme nt or th e modi fi c ati on 
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of the  te r ms  and  c ondi ti ons  r e l ati ng  the r e to  s hal l  b e  c har ge ab l e  to i 

nc ome - tax u nde r t he he ad "I nc ome fr om othe r s our c es " . 

(w .e .f . A. Y .2019- 20 20) 

 
I t i s  fur the r  p r op os e d  to a me nd the f our th p r ov i s o  t o  c l aus e  (x )  o f  the s 

ai d s ub - s e c ti on s o as to e xc l ude the tr ans fe r of c ap i tal as s e t b e twe e n 

hol di ng c omp any and i ts whol l y own e d I ndi an s ub s i di ary c omp any and 

b e twe e n s ub s i di ar y c omp an y and i t s  I ndi an  hol di ng  c omp any ,  whi c h ar 

e not r e gar de d as tr ans fe r unde r c l aus e (i v ) or c l aus e  (v )  of s e c ti on 47, fr 

om the s c op e of c l aus e (x ) of the s ai d s ub - s ec ti on . 

(w .r .e .f. A. Y . 2018- 2 019 ) 

 
 C a rry f orw a rd a nd set  of f  of  lo sse s  i n  t he  ca se  of  ce rt a in  comp a nie s [S 

ect ion 7 9 ] 

S e c ti on 79 of  Ac t  p r ov i de s  that c ar ry  for war d  and se t- off  of  l os s e s  in c 

as e   of   c omp an y,   not   b e i ng   a    c omp any   i n    whi c h    p ub l i c    ar e s 

ub s tanti al l y i nte r e s te d, s hal l b e all owe d onl y i f  the r e  is  c onti nui ty  i n the 

b e ne fi c i al owne r  of  the  s har e s  car r yi ng  not  l e ss  than  51%  of  the v oti 

ng p owe r , o n t he l as t da y o f t he ye ar or ye ar s i n wh i c h the l os s was i nc 

ur r e d. 

Howe v e r , the r e  i s  hur dl e  i n  c as e  whe r e  a  c omp any s ee ki ng i ns ol v e nc y r 

e s ol uti on  unde r  I ns ol v e nc y   and   B ankr up tc y   C ode ,   2016,   i nv ol v e s c 

hange i n the b e n e fi c i al owne r s of s har e s b e yond t he p e r mi s s i b l e l i mi t 

unde r s e c ti on 79 . 

To ov e r c ome  thi s  di ffi c ul ti e s ,  i t  i s  p rop os e d  to  i ns e r t  t hi r d  p r ov i s o  to s 

e c ti on 79  to  p r o v i de  that  the  l i mi tati on  to  h ol d  mor e  than  51%  o f s 

har e s s hal l not ap p l y whe r e a c hang e i n the s har e h ol di ng take s p l ac e i 

n a  p r e vi ous  ye ar /s  p ur s uant  to  ap p r ov e d  r e s ol uti on  p l an  unde r  the I 

ns olv e nc y and B a nkr up tc y C ode , 20 16, a fte r  aff or di ng  a  r e as onab l e op 

p or tuni t y of b e i ng he ar d to the j ur i s di c ti onal Pri nc i p al C ommi s s i one r or C 

o mmi s s i one r . 

(w .r .e .f. A. Y . 2018- 2 019 ) 
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 Ded uct ion not t o b e a llow ed  unle ss  ret u rn  f u rn is hed  w it hin  d ue  d a t e sp 

ecif ied u / s. 1 3 9 ( 1 ) [S ect ion 8 0 - AC ] 

S e c ti on - 80 AC p r o v i de s that de duc ti on unde r s e c ti on 8 0-I A  or  s e c ti on 80-I 

AB or s e c ti on 8 0-I B or s ec ti on 80-I C or s e c ti on 80-I D or s e c ti on 80-I E, s hal 

l b e al l owe d onl y i f the r e tur n of i nc ome for suc h as s e s s me nt ye ar i s fi l e d 

on or b e for e the due date s p e c i fi e d unde r s e c ti on 139 (1 ) of the Ac t . 

I t i s p r op os e d to wi de n the s c op e of s e c ti on  80- AC  s o  as  to  p r ov i de that 

the b e ne fi t of de duc ti on unde r fo l l owi ng s e c ti ons , s h al l b e al l owe d onl y i 

f the r e tur n o f i nc ome i s fi l e d wi thi n  the due date s p e c i fi e d  u/s . 139 (1 ) 

of the Ac t . 

S ect ion P a rt icula r s 

80-I A De duc ti ons i n r e s p e c t  of  p r ofi ts  a nd  gai ns  fr om  i n dus tr i al unde 

r taki ngs    or    e nte r p r i s e s    e n gage d    i n    i nfr as tr uc tur e de v e l 

op me nt, e tc . 

80-I AC S p e c i al p r ovi s i on i n r e s p e c t of s p e c i fi e d b us i ne s s . 

80-I AB De duc ti ons i n r e s p e c t of p r ofi ts and gai ns fr om hous i ng 

p r oj e c ts 

80-I B De duc ti on   i n   r e s p e c t    of   p r ofi ts   and   gai ns   fr om   c e r tai n i 

ndus tr i al unde r taki ngs ot he r tha n i nfr as tr uc tur e de v e l op me nt 

unde r taki ngs 

80-I C S p e c i al p r ovi s i ons i n r e s pe c t of c e r tai n unde r taki ngs or 

e nte r p r i s e s i n c e r ta i n s p e c i al c ate gor y S tate s 

80-I D De duc ti on i n r e s p e c t of p r ofi ts and gai ns  fr om  b us i ne s s  of hote l 

s an d c o nv e nti on c e ntr e s i n s p e c i fi e d ar e a 

80-I E S p e c i al p r ovi s i ons in r e s p e c t of c e r tain unde r taki ngs i n Nor th- 

Eas te r n S tate s 

80- JJ A De duc ti on  i n  r e s p e c t  of  p r ofi ts  and  gai ns  fr om  b us i ne s s   of 

c ol l e c ti ng and p r o c e s s i ng of b i o- de gr adab l e was te 

80- 

JJ AA 

De duc ti on i n r e s p e c t of e mp l o yme nt of ne w e mp l oye e s 

80- L A De duc ti ons i n r e s p e c t of c e r tai n i nc o me s of Offs hore B anki ng 

Uni ts a nd I nte r nati o nal F i nanc i al S e r v ice s C e ntr e 

80- P De duc ti on i n r e s p e c t of i nc ome of c o- op e r ati v e s oc i e ti e s. 

80- Q De duc ti on i n r e s p e c t of p r ofi ts and gai ns fr om the b us i ne s s of p 

ub l i c ati on of b oo ks . 

80- 

QQ A 

De duc ti on i n r e s p e c t of p r ofe s s i onal i nc ome of auth or s of te xt 

b ooks i n I ndi an l anguage s 

80- QQB De duc ti on i n r e s p e c t  of  r o yal ty  i nc ome ,  e tc . ,  o f  aut hor s  of 

c e r tai n b ooks o the r tha n te xt- b o oks 

80- R R B De duc ti on i n r e s p e c t of r o yal ty o n p at e nts 

(w .r .e .f. A. Y . 2018- 2 019 ) 
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 Ded uct ion in resp e ct of hea lt h in su ra n ce p remia [S ect ion 8 0 D] 
 

I t i s p r op os e d to i nc r e as e the mone tar y l i mi t for c l ai mi ng  de duc ti on 

unde r  s e c ti on  80 D  fr om  R s .  30, 000/-  to  R s .  50, 000/-  i n   c as e   of  an as 

s e s s e e , b e i ng an i ndi vi dual or a Hi ndu undi v i de d fami ly, i n r e s p e c t of p 

ayme nts to war ds  annual  p r e mi um  on  he al th  i ns ur anc e  p ol i c y,  or p r 

e v e ntiv e he al th c he c k- up or me di cal e xp e ndi tur e of a s e ni or c i ti ze n. 

The p r op os e d ame ndme nt al s o r e mo v e  the di ffe r e nc e  be twe e n  s e ni or c 

i ti ze n  and   v e r y   s e ni or   c i ti ze n   for   c l ai mi ng   de duc ti on   un de r   thi s s e 

c ti on. 

(w .e .f . A. Y . 2019- 20 20) 

 
 Ded uct ion in re sp ect of med ica l t r ea t ment of sp ecif ied d isea se s. 

[S ect ion 8 0 D DB ] 

I t i s p r op os e d to i nc r e as e the mone tar y l i mi t for c l ai mi ng  de duc ti on unde 

r s e c ti on 80D DB to R s . 1 ,00 ,000 /- for s e ni or /v er y s e ni or c i ti ze n fr om e ar l i 

e r l i mi t of R s .  60,000 /- i n  c as e  of s e ni or c i ti ze n  an d  R s .  80, 000/- i n c as e 

of ve r y  s e ni or  c i ti ze n  i n  r e sp e c t  of  p ayme nts  mad e  for  me di c al tr e 

atme nt of s p e c i f i e d di s e as e s . 

(w .e .f . A. Y . 2019- 20 20) 
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 S p ecia l p rov i sion in resp ect of sp ecif ie d b usine s s [S ect ion 8 0 - I AC ] 

 

I t  i s  p r op os e d  to  wi de n  the  s c op e  and  ti me  l i mi t   for  av ai l i ng  the de 

duc ti on  unde r  s e c ti on  80-I AC  t o  an  e l i gi b le  s tar t- up  i f   fol l owi ng c 

ondi ti on ge t ful fi l l e d– 
 

P re a mend me nt P ost a mend me nt 

i nc or p or ate d on o r afte r the 1s t 

day of Ap r i l , 2016 b ut b e for e the 

1s t da y of Ap r i l , 20 19 

i nc or p or ate d on o r afte r the 1s t 

day of Ap r i l , 20 19 b ut b e for e the 

1s t da y of Ap r i l , 20 21 

the total tur n ov e r of i ts b us i ne ss 

doe s not e xc e e d R s . 25 C r or e i n 

any    o f    t he     p r e v i ous     ye ar s b 

e gi nni ng on or afte r the 1s t day of 

Ap r i l , 20 16 and e ndi ng on the 31s t 

da y of Mar c h , 2021 

The r e q ui r e me nt o f the tur nov e r 

not e xc e e di ng R s 2 5 C r or e woul d 

ap p l y  to  s e v e n   p r e v i ous   ye ar s 

c omme nc i ng  fr om   the   date  of i 

nc or p or ati on; 

i t   i s    e ngage d    i n    i nnov ati on, 

de v e l op me nt,     d e p l oyme nt     or 

c omme r c i al i zati on        of  ne w 

p r oduc ts ,  p r oc e s s e s  or   s e rv i ce s 

dr i v e n        b y         te c hnol ogy  or 

i nte l l e c tual p r op e r ty 

i t   i s    e ngage d    i n    i nnov ati on , 

de v e l op me nt or imp r ov e me nt  of 

p r oduc ts or p r oc e s s e s or s e rv i c es , 

or a s c al ab l e b usi ne s s mode l wi th 

a hi gh p ote nti al of e mp l oyme nt 

ge ne r ati on or we al th c r e ati on 
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 Ded uct ion in re sp ect of emp lo ymen t of new emp lo ye es [S ect ion  8 0 - JJAA 

] 

S e c ti on 80- JJ AA p r ov i de s that de duc t i on of 30 % i s al l ow e d i n  addi ti on to 

nor mal de duc ti on of 100 % i n r e s p e c t of e mol ume n ts p ai d to e l i gi b l e ne 

w e mp l oye e s w ho hav e b e e n e mp l oye d for  a  mi ni mum  150  days dur i 

ng the ye ar i n c as e for ap p ar e l i ndus tr y  and 240 day s  i n  any othe r c as e 

. 

To  e nc our age  the  ne w  e mp l oy me nt ,   i t   i s   p r op os e d   t o   e xte nd  the r 

e l axati on of 1 50  days  dur i ng  t he  y e ar  to  i ndus tr i es  e ngage d  i n  the b 

us i ne s s of foo twe ar and l e athe r p r o duc ts . 

 Ded uct ion in re sp e ct of incom e of Fa rm P rod uce r C omp a nies [S ect io n 8 

0 - P A] 

I t i s p r op os e d to i n s e r t a ne w s e c ti o n 80- P A i n l i ne wi th s e c ti on 80- P s o 

as to e x te nd t he b e ne fi t to F ar m Pr o duc e r C omp ani e s (F PC ), hav i ng a 

total tur nov e r up to R s 100 C r or e , whos e gr os s total i nc ome i nc l ude s any 

i nc ome fr o m – 

- the mar ke ti ng of a gr i c ul tur al p r oduc e gr o wn b y i ts me m b e r s , or 

- the p ur c has e of a gr i c ul tur al  i mp l e me nts ,  s e e ds ,  l i v e s toc k  or  othe r ar 

ti c l e s i nte nde d for agr i c ul tur e for th e p ur p os e of s up p l yi ng the m to i ts 

me mb e r s , or 

- the p r oc e s s i ng of t he agr i c ul tur al p r o duc e of i ts me mb e r s 

The b e ne fi t s hal l be av ai l abl e for a pe r i od of fi ve ye ar s fr om F .Y . 2018- 

19 

(w .e .f . A. Y . 2019- 20 20) 

 
 Ded uct ion in resp e ct of int ere st on d e p osit s in sa v ing s a ccount [S ect io n 

8 0 - T T A] 

I t i s p r op os e d  to a me nd s e c ti on 80- TT A  to e xc l ude Se ni o r  C i ti ze n  fr om c 

l ai mi ng de duc ti on up to  R s .  10 ,000 / -  of  i nte r e s t  i nc o me  fr om  s av i ng b 

ank ac c ount . 

(w .e .f . A. Y . 2019- 20 20) 
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 Ded uct ion in re sp e ct  of  int ere st  I nco me  of  S en ior C it iz en [S ect io n  8 0 - T 

T B] 

I t i s p r op os e d to i n s e r t a ne w s e c ti o n 80TTB s o as to al l ow a de duc ti on 

up to R s 50 ,00 0/- t o s e ni or c i ti ze ns i n r e s p e c t of i nte r e s t i nc ome e ar ne d 

fr om b an k or p os t offi c e s . 

I t i s fur the r p r op os e d to p r ov i de that whe r e the i nc ome r e fe r r e d  to i n thi 

s s e c ti on i s de r i ve d fr om any de p os i t he l d b y, or on b e hal f of, a fi r m , an 

AO P or a  B OI ,  no de duc ti on s hal l  b e  all owe d  under thi s  s e c ti on i n r e s p 

e c t of s uc h i n c ome i n c omp u ti n g the to tal i nc ome of a ny p ar tne r of the 

fi r m or an y me mb e r  of the as s oc i ati on or an y  i n di v i dual of the b ody . 

(w .e .f . A. Y . 2019- 20 20) 

 

© I nse rt ion of new se ct ion t o t a x long term ca p it a l ga ins on sa le of eq uit y 

sha res ( S ect ion 1 1 2 A) 

I t i s p r op os e d to w i thdr aw t he e xe mp ti on unde r c l aus e ( 38) of s e c ti on 10 

and to i ntr oduc e a ne w s e c ti on 112 A i n the Ac t to pr ov ide that l ong te r m 

c ap i tal gai ns ar i si ng fr om tr ans fe r of  a  l ong te r m  c ap i tal as s e t  b e i ng an e 

q ui ty s har e i n a comp any or a uni t o f an e q ui ty ori e nte d fund or a uni t of a 

b us i ne s s tr us t s hal l b e taxe d at 10% of s uc h c ap i tal gai ns e xc e e di ng o ne l 

akh r up e e s . 

Thi s c onc e s s i onal rate of 10 p e r c e nt. wi l l b e ap p li c abl e to s uc h l ong te r m 

c ap i tal gai ns , i f - 

(i) ) i n a c as e whe r e  l ong te r m  c ap i tal ass e t  i s  i n  the natur e  of  an e q ui ty 

s har e i n a c omp an y, s e c ur i ti e s tr ans a c ti on tax has b e e n  p ai d  on b o th 

ac q ui s i ti on and tr a ns fe r of s uc h c ap i tal as s e t; and 

(ii) ) i n a c as e whe r e l ong te r m c ap i tal as se t i s i n the natur e of a uni t of 

an e q ui ty or i e nte d fun d or a u ni t of a b u s i ne s s tr us t, s e c ur i ti e s tr ans ac ti 

on tax has b e e n p ai d on tr ans fe r of s uc h c ap i tal as s e t. 

F ur the r , the ne w p r ov i s i on of  s e c ti on  112 A  al s o  p r op os e s  to  p r ov i de  the fol 

l owi ng:- 

(i) ) The l ong te r m  c ap i tal gai ns wi l l  b e  comp ute d  wi thou t  g i v i ng e ffec t of 

i nde xati on i n r e s p e c t of c os t o f ac q ui s i ti ons and c os t o f i mp r ov e me nt, 
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i f any , and  t he  b e ne fi t  of  c omp uta ti on  of  c ap i tal  ga i ns  i n  for e i gn 

c ur r e nc y i n the c as e of a non- r e s i de nt , wi l l no t b e al l owe d. 

(ii) ) The  c os t  of  ac q ui s i ti ons  i n  r e s p e c t  of  the  l ong  te r m   c ap i tal  as s e t 

ac q ui r e d b y  the as s e s s e e  b e for e  the 1s t  day of  F e b r uar y, 20 18, s hal l 

b e de e me d to b e t he hi ghe r of – 

(a) ) the ac tual c os t of ac q ui s i ti on of s uc h as s e 

t; and (b ) the l o we r of – 

(I) ) the fai r mar ke t v al ue of s uc h as s e t ; a nd 

 
(II) ) t he  ful l  v al ue  of  c ons i de r ati on  r e c e iv e d  or  ac c r uing  

as a r e s ul t of the tr a ns fe r of the c ap i tal as s e t. 

Examp l e on c al c ulati ng c os t o f ac q ui s i ti on: 

 

S ha re s of ABC Lt d . 

Ac tual p ur c has e p r i c e (S T T p ai d) ( A ) 100 100 100 80 

F M V of as s e t as on 31- 01- 2018 ( B) 110 120 80 120 

Ac tual s al e v al ue (S TT p ai d ) ( C ) 120 110 90 150 

De e me d c os t of a c q ui s i ti on ( D) [l ow e r of (B ) 

and (C ) c omp ar e d wi th hi ghe r of ( A)] 

110 110 100 120 

C ap i tal gai ns to b e taxe d @ 10 % on (C ) – (D ) 10 Ni l (10 ) 30 

(iii) i ) F ai r mar ke t v al ue has b e e n de fi ne d t o me an – 

 
(a) )  i n  a  c as e  whe r e  the  c ap i tal  as s e t  i s  l i s te d  on  any  r e c ogni ze 

d s toc k e xc hange , t h e hi ghe s t p r i c e of t he c ap i tal ass e t q uote d 

o n s uc h  e xc hange  on  the  31- 01- 2018 .  H owe v e r ,  whe r e  th er e i s 

no tr adi ng i n s uc h as s e t on s uc h e xc ha nge on the  31- 01- 2018, 

the hi ghe s t   p r i c e   of   s uc h   as s e t   o n   s u c h   e xc hange   o n   a   

date i mme di ate l y   p r e c e di ng   the   31- 01- 2 018   whe n   s uc h a s s e t  

was tr ade d on s uc h e xc hange s hal l b e the fai r mar ke t v al ue ; and 

(b) ) i n  a  c as e  whe r e  the  c ap i tal  as s e t  i s  a  uni t  and  i s  not  l i s te d on 

r e c ogni ze d s toc k e xc hange , t he ne t as s e t  v al ue of such as s e t as on 

the 31- 01- 2018 . 

(iv) ) The  b e ne fi t  of  de duc ti on  unde r   c h ap te r   VI A   and  r e b ate  unde r 

s e c ti on 87 A s hal l b e al l owe d . 
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F ur the r , i t i s al s o p r op os e d t o p r ov i de that i n the c as e of an i ndi v i dual or a 

Hi ndu  undi v i de d  fami l y,  b e i ng  a   r e s i de nt,  whe r e   the  to tal  i nc ome  as r 

e duc e d b y s uc h l ong- te r m c ap i tal g ai ns i s b e l ow the maxi mum amoun t whi 

c h i s no t c har g e ab l e to i nc ome - ta x, the n , s uc h l o ng- t e r m c ap i tal gai ns s 

hal l b e r e duc e d by the am ount b y w hi c h the total i nc o me as s o r e duc e d 

fal l s s hor t of the m axi mum a moun t wh i c h i s no t c harge ab l e to i nc ome - tax . 

C ons e q ue nti al c hange s ar e  al s o  p r op os e d  to b e  made i n  S e c ti on 11 5 AD r 

e l ati ng to ta x o n i nc ome of F or e i gn I ns ti tuti onal I nv e s tor s fr om s e c ur i ti e s or 

c ap i tal gai ns ar is i ng fr om tr ans fe r o f c ap i tal as s e ts c ove r e d i n p r op os e d s e 

c ti on 112 A. 

(w .e .f . A. Y . 2019- 20 20) 

 

© Ra t iona li sa t ion of p rov isi on of sect io n 1 1 5 BA re la t ing t o cert a in d ome st ic 

comp a nie s 

S e c ti on 115B A  of  t he  Ac t  p r ov i de s  o p ti onal b e ne fi t  of  l owe r  i nc ome  tax r 

ate of  25%  to  ne wl y  s e t  up  do me s t i c  c omp any,  s ub j ec t  to  c ondi ti ons s 

p e c i fi e d the r e i n e f fe c ti v e fr om A. Y . 2 017- 18. 

Howe v e r , the r e ar e c e r tai n i nc ome s w hi c h ar e s ub j e c t to a s c he dul e r tax 

at a r ate whi c h i s lowe r or hi ghe r than 25%. C ons e que nt l y tax p aye r s hav e 

b e e n   s ub j e c te d    to    uni nte n de d    har ds hi p    or    unwar r anted    r e l i e f. Ac 

c or di ngl y , i t i s pr op os e d to ame nd s e c ti on 115B A s o  as to c l ar i fy that the  p 

r ov i s i ons  of  s e c ti on  115B A  i s  r e s tr i c te d   to  the  i nc ome  fr om  the b us i ne s 

s of manufa c tur i ng, p r oduc ti on , r e s e ar c h or di s tr i b uti on r e fe r r e d to the r e i n; 

and i nc om e whi c h ar e  at p r e s e nt taxe d  at a  s c he dul e r  r ate wi l l c onti nue 

to b e s o t axe d. 

(w .r .e .f. A. Y . 20 17- 1 8) 

 
I n our  op i ni on,  c o mp ani e s  who  hav e  e xe r c i s e d  thi s  o p ti on  of  l owe r  tax r 

ate of 25% ar e at l os s , s i nc e many b e ne fi ts l i ke de duc tions , de p r e c i ati on as 

p e r i nc ome tax ac t, c ar r y for war d of l os s e s ar e not a v ail ab l e and al so i n  

thi s  b udge t  i t  is  p r op os e d  to  l e vy  tax  @ 25%  t o   c omp ani e s   hav i ng tur 

nov e r l e s s tha n R s . 2 50 c r or e s wi t h al l b e ne fi ts. 
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© Ra t iona li sa t ion of t he p rov i sion s of se ct ion 1 1 5 BBE 
 

S e c ti on 115B B E  p r ov i de s  for  tax  on  i nc ome  r e fe r r e d  to  i n  s e c ti on  68  or s 

e c ti on 69 or s e c ti on 69 A or s e c ti on 69B or s e c ti o n 69C or s e c ti on 69D at a 

hi ghe r r ate of 60% wi thou t de duc ti on i n  r e s p e c t  of any e xp e ndi tur e  or al l 

owanc e or s e t- off of any l os s as r e fl e c te d i n the r e turn of i nc ome fi l e d b y 

t he as s e s s e e . 

I n or de r to r ati onal i ze the p r ov i s i ons of s e c ti on 115B B E ,  i t  i s  p r op os e d  to p 

r ov i de that  de duc ti on  i n  r e s p e c t  of  any  e xp e ndi ture  or  al l owanc e  or s e 

t- off of any l os s s hal l not b e all owe d  e v e n  to  i nc ome de te r mi ne d  b y as s e 

s s i ng offi c e r i n s ai d s e c ti on. 

(w .r .e .f. A. Y . 20 17- 1 8) 

 

© Relief  f rom  l ia b ilit y   of  M ini mu m   Alt erna t e   T a x ( M AT) t o reha b ilit a t i ng 

comp a nie s ( S ect io n 1 1 5 JB) 

I t i s p r op os e d t o ame nd s e c ti on 11 5JB to p r ov i de th at the aggr e gate 

amount of l os s b r ought for war d (e x c l udi ng  unab s or b ed  de p r e c i ati on) and 

unab s or b e d de p r e c i ati on (i ns te a d of l owe r of b r ou ght for war d an d unab s 

or b e d de p r e c i ati on) s hal l b e al lowe d to b e r e duc e d fr om the b o ok p r ofi t, 

i f a  c omp a ny‘s  ap p l i c ati on  f or  c or p or ate  i ns ol v e nc y  r e s ol uti on p r oc e s s 

unde r the I ns olv e nc y and  B ankr up tc y  C ode ,  2016  has  b e e n admi tte d b y 

the Adj udi c ati ng Auth or i ty .  Thi s  ame ndme n t  i s  as p e r  Pr e s s R e l e as e of C B 

DT dt d. 06- 01- 2018 . 

(w .r .e .f. A. Y . 20 18- 1 9) 

 
A c l ar i fi c ator y ame ndme nt i s al s o p r o p os e d i n s e c ti on 11 5JB of the Ac t t o 

p r ov i de that the p r ov i s i ons  of  s ec tion  115JB  of  t he  Ac t  s hal l  not  b e ap 

p l i c abl e and s h al l b e de e me d ne v e r  to hav e  b e e n  ap p l i c abl e  to an as s e 

s s e e , b e i ng a for e i gn c omp any , i f- i ts total i nc ome c omp r i s e s s ol e l y of p r 

ofi ts and gai ns fr om b us i ne s s r e fe r r e d  to  i n  sec ti on  44B  or  s e c ti on 44B B or 

s e c ti on 4 4B B A  or  s e c ti on  4 4B B B  and  s uc h  i n c ome  has  b e e n offe r e d to 

tax at th e r ate s s p e c i fi e d i n the s ai d se c ti o ns . 

(w .r .e .f. A. Y . 20 01- 0 2) 
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© Red uct ion in Alt er na t e M ini mu m  T a x  on  I nt e rna t io na l  Fina nc ia l  S e rv ice C 

ent er ( S ect ion 1 1 5 JC ) 

I t i s pr op os e d to ame nd s e c ti on 115J C s o as to p r ov i de that i n c as e  of a uni 

t l oc ate d i n an I nte r nati onal  F i nanc i al  S e rv i c e  C e nte r ,  the  al te r nate mi ni 

mum tax s hal l b e c har ge d @ 9% i n s te ad o f @ 18 .5 %. 

(w .e .f . A. Y . 2019- 20 ) 

 

© Ap p lica b ilit y of Div id end Di st r ib ut ion T a x t o Deemed Div i d end u/ s 2 ( 2 2 )( e) 

( S ect ion 1 1 5 - O) 

I t i s  p r op os e d  to de l e te the Exp l anati on to C hap te r  XI I -D oc c ur r i ng afte r s 

e c ti on 115Q of t he Ac t s o as to b r i ng de e me d  di vi de nds  u/s  2 (22 )(e ) unde r 

the s c op e o f di v i de nd di s tr i b ution tax unde r s e c ti on 115- O . F ur the r , s uc h  

de e me d  div ide nd  i s  p r op os e d  to  b e  taxe d  at  the  r ate  of  30% (wi thou t 

gr os s i ng u p ). 

(w .e .f . A. Y . 2019- 20 ) 

 

© Div id end d i st r ib ut io n t a x on d iv id end p a yout s t o u nit ho l d ers in a n eq uit y 

orient ed f u nd ( S ect ion 1 1 5 R) 

I t  i s  p r op os e d   to  ame nd  the  s ai d   s e c ti on  to  p r ov i de  that  whe r e   an y i 

nc ome i s di s tr i b ute d b y a Mutual F und b e i ng, an e qui ty o r i e nte d fund, the 

mutual fun d s hal l b e l i ab l e to p ay add i ti onal i nc ome tax a t the r ate of 10% 

on i nc o me s o di s tr i b ute d. 

(w .e .f . A. Y . 2019- 20 ) 

 

© E nt it ies t o a p p ly f o r p a n in cert a i n ca s es u /s 1 3 9 A: 

I n or de r to wi de n t he tax b as e b y i nc r e as i ng the s c op e of l i nki ng fi nanc i al 

tr ans ac ti ons wi th P AN , i t i s p r op os e d to i ns e r t c l aus e (v )  &  (v i )  i n  s e c ti on 139 

A(1 ). 

C l aus e (v ): 

 
Ev e r y  p e r s on,  no t  b e i ng  an  i ndi vi dual ,  whi c h   e nte r s   i nto  a   fi nanc i al tr 

ans ac ti on of  an  amount  aggr e gati ng  to  two  l akh  a nd  fi fty  thous a nd r 

up e e s or mor e i n a  fi nanc i al  ye ar  s hal l  b e  r e q ui r ed  to  ap p l y  t o  the As s 

e s s i ng O ffi c e r fo r al l otme n t of P AN . 
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C l aus e (v i ): 

 
F ur the r , the ob l i gati on to ob tai n P AN b y s uc h p e r s on r e fe r r e d to i n c l aus e 

(v ) he r e i n ab ov e  i s  c as t  on,  t he  m anagi ng  di r e c tor ,  di r e c tor ,  p ar tne r , tr 

us te e , aut hor , fou nde r , kar ta , c hi e f e xe c uti v e offi c e r , p ri nc i p al offi c e r or 

offi c e b e ar e r or an y p e r s on c omp e te n t to ac t on b e hal f of s uc h e nti ti e s . 

(w .e .f . A. Y . 2019- 20 20) 

 

© M et hod of a ccount ing in ce rt a in ca se s: 

I n  vi e w  of  c e r tai n  r e c e nt  j udi c i al   p r onounc e me n ts   on   the   i s s ue   of ap 

p l i c abi l i ty of  I CDS  and  i n  or de r  to  b r i ng  c e r tai nty,  i t  i s  p r op os e d  to s ub 

s ti tute  s e c ti on  145 A,  s uc h  tha t  f or  the  p ur p os e  of  de te r mi ni ng  t he i nc 

ome  c har ge ab le  unde r  the  he ad  ―Pr ofi ts  and  gai ns  of  b us i ne s s  or p r 

ofe s s i on, – 

(a) )  the v al uati on of i nv e ntor y  s hal l  b e  made at l owe r  of actual c os t  

or ne t  r e al i zab l e  v alue  c omp ute d  i n   t he  manne r   p r ov i ded  i n   I C 

DS noti fi e d u nde r S e c t i on 145 (2 ). 

(b) )  the  v al uati on  of  p ur c has e  and  s al e  of  g oods  or  s e r v ic e s and  

of i nv e ntor y  s hal l  b e  adj us te d  to i nc l ud e  the amoun t  of a ny tax , du 

ty , c e s s or  fe e  ac tual ly  p ai d  or  i nc ur r e d  b y  the  as s e s s e e  t o b r i ng 

the goods or  s e r v i c e s  to  t he  p l ac e  of  i ts  l oc ati on  and c on di ti on as 

o n the da te of v al uation. 

(c) )      i nv e ntor y  b e i ng s e c ur i ti e s  not l i s te d, or l i s te d  b ut no t  q uote d , on 

a r e c ogni s e d  s toc k  e xc hange ,  s hal l  b e  v al ue d  at ac tual cos t  i ni ti al 

l y r e c ogni s e d  i n  the  manne r  p r ov i de d  i n  I C DS  noti fi e d  u n de r S e c ti 

on 145 (2 ). 

(d) ) i nv e ntor y b e i ng l i s te d s e c ur i ti e s ,  s hall b e  v al ue d  at l owe r  of ac tual 

c os t or ne t r e al i s ab l e  v al ue i n  the manne r  p r ov i de i n  I C DS  noti fi e d 

unde r S e c ti on 145 ( 2) and f or thi s  p ur p os e  the c omp ar i s on of ac tual 

c os t and ne t r e al i s ab l e v al ue s hal l b e done c ate gor y- wi s e . 

Thus , b y i nc l udi ng the te r m ‗s e c ur i ti e s ‘ me ani ng of the te r m i nv e ntor y has 

b e e n b r oade ne d . 

(w .r .e .f. A. Y . 20 17- 1 8) 



 

 

 

© T a x a b ilit y of cert a i n inco me: 

A ne w s e c ti on 145 B has b e e n i ns e r te d to i nc l ude s e c on d l i mb of s e c ti on 145 

A p e r tai ni ng to i nte r e s t r e c e iv e d by an as s e s s e e on any c omp e ns ati on or o 

n e n hanc e d c o mp e ns ati on . 

F ur the r , i n v i e w of c e r tai n r e c e nt j udic i al p r onounc e me nts ,  i t  i s  p r op os e d to  

p r ov i de  that  c lai m  for  e s c al ati on  of  p r i c e  i n  a  c ontr ac t  or  e xp or t i nc 

e nti v e s s hal l b e de e me d to b e the  i nc ome  of  the  p r e vi ous  ye ar  in whi c h 

r e as onab l e c e r tai nty of i ts r e al i s ati on i s ac hi e v e d. 

S i mi l ar l y, i t i s p r op o s e d to p r ov i de that as s i s tanc e i n the f or m of a s ub s i dy 

or gr ant or  c as h  i n c e nti v e  or  duty dr awb ac k  or  wai v e r  or  c onc e s s i on  or r 

e i mb ur s e me nt r e fe r r e d to i n s e c ti on 2 (24 ) (xv i i i ) s hal l b e de e me d to b e t he i 

nc ome of  the  p r e v i ous  ye ar  i n  whi ch  i t  i s  r e c e iv e d,  i f  not  c har ge d  to i 

nc ome - tax i n an y e ar l i e r p r e vi ous ye ar . 

(w .r .e .f. A. Y . 2017- 1 8) 

 

© Ded uct ion of t a x so urce f rom i nt ere st o n t erm d ep o sit s: 

I n vi e w of i ns e r ti on of ne w s e c ti o n 80T TB , al l owi ng de duc ti on fr om i nte r e s t 

on te r m de p os i ts t o s e ni or c i ti ze n for R s . 50 ,000 /- s e c ti on 194 A i s ame nde d 

to r e v i s e l i mi t  for de duc ti on of  tax at s our c e  on suc h  i nc ome i n  c as e  of s 

uc h as s e s s e s fr om R s . 1 0,0 00/- to R s . 5 0,000 /- . 

(w .e .f . A. Y . 2019- 20 20) 

 

© Ap p ea l a g a inst p e na lt y i mp osed b y C I T ( Ap p ea ls) U/S . 2 7 1 J: 

S e c ti on 253 p e r tai ni ng to  ‗ Ap p e al s  to  Ap p e l l ate Tr i b unal ‘  i s  p r op os e d  to b 

e ame nde d  s o  a s  to  al s o  ma ke  a n  or de r  p as s e d  b y  a  C om mi s s i one r ( 

Ap p e al s ) u nde r s e c ti on 271 J ap p e al ab l e b e for e t he Ap p e l l ate Tr i b unal . 

Ho we ve r , i f p e nal ty  i s  i mp os e d  b y  t he  as s e s s i ng  offi ce r  u/s .  271 J,  the 

p r ovi si ons of s e c ti on 246 A wi th r e s p e c t to ap p e al be for e C IT (A ) i s s i l e nt. 

(w .e .f . A. Y . 2019- 20 20) 
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© P ena lt y u/ s. 2 7 1 FA f or d ela y in f u rni sh i ng st a t ement f or s p ecif ied f ina ncia l 

t ra nsa ct io n u /s. 2 8 5 BA: 

Pe nal ty  for  de l ay   i n   fur ni s hi ng   the   s tate me nt   f or   s p e c i fi e d   fi nanc i al tr 

ans ac ti on b e yon d p r e s c r i b e d ti me limi t i s i nc r e as e d fr om R s . 100/- da y to R 

s . 5 00/- p e r da y. 

De l ay b e yond 30 days s hal l attr ac t p e nal ty of R s . 100 0/-  i ns te ad  of  R s . 500/- 

p e r day of de l ay. 

 

P a rt icula r s P resent p 

ena lt y p er 

d a y 

P  rop  osed 

p ena lt y p er d a y 

Whe n de l ay i s for a p e r i od up to 30 

days fr om the p r e s c r i b e d ti me l i mi t 

100 500 

F ai l to fur ni s h  s tat e me nt  wi thi n  ti me s 

p e c i fi e d i n noti c e 

500 1000 

(w .e .f . A. Y . 2019- 20 20) 

 

© P unis hme nt a nd p r osecut io n f or f a i lu r e t o f urni sh ret u rn: 

S e c ti on 276C C of t he Ac t p r ov i de s  th at i f  a  p e r s on wi l l f ul l y fai l s  to fur ni s h i 

n due ti me the r e tur n of i nc ome whi c h  he i s  r e q ui re d  to fur ni s h, he s hal l b 

e p uni s hab l e wi t h i mp r i s onme n t f or a te r m , as s p e c i fi e d the r e i n. 

Howe v e r ,  i f  the  t ax  p ayab l e  b y   t he   as s e s s e e   on   the   total  i nc ome de 

te r mi ne d on r e gul ar as s e s s me nt as r e duc e d b y the adv anc e tax p ai d and 

tax de duc te d at s our c e , doe s not e xc e e d thr e e thous and r up e e s  no ac ti on 

s hal l b e tak e n unde r thi s s e c ti on. 

I n or de r to  p r ev e nt  ab us e  of  the  s aid  i mmuni ty  of  the  s ai d  p r ov i s o  b y c 

omp ani e s , i t i s p r op os e d to a me nd the p r ov i s i ons so as to p r ov i de that the 

r e l axa ti on p r o v i si ons s hal l  n ot  a p p l y  i n  r e s p e c t  of  a  c omp an y  and he nc 

e ,  c omp ani e s   ar e   mandator i l y   r e q ui r e d   to  fi l e   re tur n   of  i nc ome i r r e s p 

e c tiv e of tax l i ab i l i ty. 

(w .e .f . A. Y . 2019- 20 20) 

 

 

 

 

 



 

 

© Ra t iona li za t ion of p rov is ion s re la t ing t o C ount r y- by- C oun t ry Rep o rt : 
 

P a rt icula r s P   resent 

t ime p eriod 

P rop osed t ime 

p eriod 

I n the cas e of p ar e nt e nti ty or Due date 12 mont hs fr om the 

Al te r na ti v e R e p orti ng Enti t y ( AR E ), as p e r e nd of r e p or ti ng 

r e s i de nt i n I ndi a s e c ti on ac c ounti ng ye ar 

 139 (1 )  

I n c as e of the AR E of an i nte r na ti on al Due date The due date 

gr oup , t he p ar e nt e nti ty of whi c h i s as p e r s p e c i fi e d b y that 

outs i de I ndi a, wi th the tax au thor i t y of s e c ti on c ountr y or te r r i tor y 

the c ountr y or te r r i tor y of whi c h i t i s 139 (1 )  

r e s i de nt   

(w .e .f . A. Y . 2019- 20 20) 


