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“Surya, the Sun, collects vapour
from little drops of water. So does
the King.
They give back copiously. They
collect only for people’s
wellbeing.”

- Excerpt from Budget
Speech

Foreword
Union Budget 2020-21 was presented on 1st February, 2020.

The glow of the India story and the hopes of achieving 5
trillion-dollar economy by 2024 seems to have dimmed and
the Budget 2020 wants to set straight the narrative for its
economics. The Union Budget plays an important role for the
current government to portray its medium term economic
priorities considering the current slowdown.

The focus has been on Ease of living. It seeks to provide better
standards of living, with access to health, education and
better jobs. The theme of “SabkaSaath, SabkaVikas,
SabkaVishwas” is aimed at yielding more space and trust on
the private sector to ensure higher productivity and greater
efficiency. The step towards simplification of Direct Taxes law
by giving options of schemes may not sound as simplified as it
seems while listening to the Budget speech. There has been
substantial allocation to boost Economic development
through Infrastructure, Industry and Investment. The tax
reforms announced are primarily aimed at stimulating growth
and promoting digitization and transparency and promoting
Make in India initiative.
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Major Highlights of Economic Survey 2019-20 

 
 For more than three-fourths of known economic history, India has been the 

dominant economic power globally. The survey posits that India’s aspiration to 
become a $5 trillion economy depends critically on strengthening the invisible 
hand of markets and supporting it with the hand of trust. The invisible hand 
needs to be strengthened by promoting pro-business policies to (i) provide 
equal opportunities for new entrants, enable fair competition and ease doing 
business, (ii) eliminate policies that unnecessarily undermine markets through 
government intervention, (iii) enable trade for job creation, and (iv) efficiently 
scale up the banking sector to be proportionate to the size of the Indian 
economy. 

 
 Using the World Bank’s Data on Entrepreneurship, this chapter confirms that 

India ranks third in number of new firms created. The same data shows that 
new firm creation has gone up dramatically in India since 2014. While the 
number of new firms in the formal sector grew at a cumulative annual growth 
rate of 3.8 per cent from 2006-2014, the growth rate from 2014 to 2018 has 
been 12.2 per cent. As a result, from about 70,000 new firms created in 2014, 
the number has grown by about 80 per cent to about 1,24,000 new firms in 
2018. 

 
 India has jumped up 79 positions in World Bank’s Doing Business rankings, 

improving from 142 in 2014 to 63 in 2019. However, it continues to trail in 
parameters such as Ease of Starting Business (rank 136), Registering Property 
(rank 154), Paying Taxes (rank 115), and Enforcing Contracts (rank 163). 

 
 India’s aspiration to become a $5 trillion economy depends critically on 

promoting “pro-business” policy that unleashes the power of competitive 
markets to generate wealth, on the one hand, and weaning away from “pro-
crony” policy that may favour specific private interests, especially powerful 
incumbents, on the other hand. Economic events since 1991 provide powerful 
evidence supporting this crucial distinction. 
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 The current environment for international trade presents India an 

unprecedented opportunity to chart a China-like, labor-intensive, export 
trajectory and thereby create unparalleled job opportunities for our burgeoning 
youth. By integrating “Assemble in India for the world” into Make in India, India 
can raise its export market share to about 3.5 per cent by 2025 and 6 per cent 
by 2030. This will create 4 crore well-paid jobs by 2025 and 8 crore by 2030. 

 
 India’s exports have increased by 13.4 per cent for manufactured products and 

10.9 per cent for total merchandise while imports increased by 12.7 per cent 
for manufactured products and 8.6 per cent for total merchandise. Thus, India 
has clearly gained 0.7 per cent increase in trade surplus per year for 
manufactured products and 2.3 per cent per year for total merchandise. 

 
 Since 1969, India has grown leaps and bounds to become the 5th largest 

economy in the world. Yet, India’s banking sector is disproportionately under-
developed given the size of its economy. For instance, India has only one bank 
in the global top 100. A large economy needs an efficient banking sector to 
support its growth. Historically, in the last 50 years, the top-five economies 
have always been ably supported by their banks. 

 
 As PSBs account for 70 per cent of the market share in Indian banking, the onus 

of supporting the Indian economy and fostering its economic development falls 
on them. Yet, on every performance parameter, PSBs are inefficient compared 
to their peer groups. In 2019, every rupee of taxpayer money invested in PSBs, 
on average, lost 23 paise. In contrast, every rupee of investor money invested 
NPBs on average gained 9.6 paise. Also, credit growth in PSBs has been much 
lower than NPBs for the last several years. 

 
 A comparative analysis of the before-after performance of 11 CPSEs that had 

undergone strategic disinvestment from 1999-2000 to 2003-04 reveals that net 
worth, net profit, return on assets (ROA), return on equity (ROE), gross 
revenue, net profit margin, sales growth and gross profit per employee of the 
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privatized CPSEs, on an average, have improved significantly in the post 
privatization period compared to the peer firms. 

 
 The analysis clearly affirms that disinvestment (through the strategic sale) of 

CPSEs unlocks their potential of these enterprises to create wealth evinced by 
the improved performance after privatization. Aggressive disinvestment should 
be undertaken to bring in higher profitability, promote efficiency, increase 
competitiveness and to promote professionalism in management in the 
selected CPSEs for which the Cabinet has given in-principle approval. 

 
 After 2015-16, the average household gained Rs.10887 on average per year 

from the moderation in prices in the case of vegetarian Thali. Similarly, an 
average household that consumes two non-vegetarian Thalis gained around Rs. 
11787 on average per year during the same period. 
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DIRECT TAX PROPOSALS 

 
TAX RATES 
 
 
1. New Tax Regime for Individuals and HUF (OPTIONAL) 
 

There is no change in the existing Income-tax slab rates for individuals/ HUF 
who opt to claim available exemptions/ deductions would be taxed as per the 
existing rates. 
 
Optional Tax regime  
The new optional tax regime has been proposed under which individuals/HUF 
foregoing certain exemptions and deductions would be taxed at reduced tax 
slabs as under. 
 

Slab Rates Rate of Tax 

Upto Rs. 2,50,000 Nil 
2,50,001 - 5,00,000 5% 

5,00,001- 7,50,000 10% 

7,50,001 - 10,00,000 15% 
10,00,001-12,50,000 20% 

12,50,001 - 15,00,000 25% 
15,00,000 & above 30% 

Surcharge and education cess would apply as per existing rates. 
 
Exemptions and Deductions not available under the new tax slabs: 
i. Any deductions under Chap VI-A such as 80C. 80D, 80G etc.    
ii. profit-linked deductions u/s 80 
iii. Section 16 (i.e. Standard Deductions of Salary, Entertainment Allowance, 

Professional Tax) 
iv. Leave travel concession as contained in 10(5) 
v. Allowance for income of minor as contained in 10(32) 
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vi. House rent allowance as contained in 10(13A) 
vii. Exemption for SEZ unit contained u/s 10AA 
viii. Interest on housing loan u/s 24(b) 
ix. Additional Depreciation u/s 32(1)(iia) 
x. Investment Allowance u/s 32AD 
xi. Deductions in respect of tea/coffee/rubber development business u/s 

33AB 
xii. Deductions of Scientific research expenditures u/s 35 
xiii. 1/3rd Deduction of Family pension received u/s 57(iia) 
xiv. Provisions of Sec 115JC, i.e. AMT, shall not be applicable under this 

option. Such assessee shall also not be eligible to Credit of AMT, of Sec 
115JD.  

 
Certain exemptions which will continue to be available in the optional slabs 
such as: 
i. Standard deduction on rent 
ii. Agricultural income 
iii. Income from life insurance 
iv. Retrenchment compensation 
v. VRS proceeds 
vi. Leave encashment on retirement 
vii. Deductions u/s 80CCD(2) and Sec 80JJAA shall not be withdrawn even 

under the option. 
 

Individual / HUF – without business income - will have to exercise option for 
every previous year before due date of filing the return. 

 
Individual / HUF – having business income - Option once’ exercised will be 
applicable for all subsequent years, and the assesse cannot revert to old slabs.  

 
Similarly, individual/HUF has a Unit in the International Financial Services 
Centre (IFSC) or SEZ, then deduction u/s 80LA shall be still available to such 
Unit subject to certain conditions of Sec 80LA. 
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Individuals who earn taxable income up to Rs. 5,00,000 continue to be exempt 
from tax liability under the existing and new tax regimes since provision of 
rebate U/s 87A is available under both regimes. 
 
(This amendment will take effect from AY 2021-22) 

 
2. Tax rate for Companies - Section 115BAB: 

 
Benefit of new concessional tax rate of 15% extended to include companies 
engaged in generation of electricity. 
 
(This amendment will take effect from AY 2020-21) 
 

3. Tax Rates for Co-operative Societies (Insertion of Sec 115BAD): 
 
Currently, cooperative societies are currently taxed at a rate of 30% with 
surcharge and cess. 
 
As a major concession and in order to bring parity between the co-operative 
societies and corporates, it is proposed to provide an option to cooperative 
societies to be taxed at 22% plus 10% surcharge and 4% cess, u/s 115BAD.  
 
However, such co-operative societies shall have to forego exemptions and 
Deductions similar to option available to corporates. 
 
(This amendment will take effect from AY 2021-22) 
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PROVISIONS RELATED TO CHARITABLE INSTITUTIONS 
 
 

4. Rationalizing the process of registration of trusts, institutions, funds, 
university, hospital, etc. and approval in the case of association, university, 
college, institution or company, etc.- Section 10(23C) 
 
The present process of registration of trusts, institutions, funds, university, 
hospital etc. and approval of association, university, college, institution or 
company etc. need improvement with the advent of technology and keeping in 
mind the practical issue of difficulty in obtaining registration/ approval/ 
notification before actually starting the activities. 
 
It is also felt that the approval or registration or notification for exemption 
should also be for a limited period, say for a period not exceeding five years at 
one time, which would act as check to ensure that the conditions of approval 
or registration or notification are adhered to for want of continuance of 
exemption. This would in fact also be a reason for having a non-adversarial 
regime and not conducting roving inquiry in the affairs of the exempt entities 
on day to day basis, in general, as in any case they would be revisiting the 
concerned authorities for new registration before expiry of the period of 
exemption. 
 
This new process needs to be provided for both existing and new exempt 
entities. 

 
(These amendments will take effect from 1st June, 2020.) 

 
5. Amendment to allow Entities holding registration under section 12A/12AA to 

apply for notification under section 10(46)- Section 11(7) 
 

The provisions contained in sections 11, 12, 12A, 12AA and 13 of the Act 
constitute a complete code and that once any trust or institution has 
voluntarily opted for it by obtaining registration required for exemption of 
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income, it should comply with the conditions of such exemption and in case of 
violation of such condition, if its income or part thereof becomes ineligible for 
exemption, no other provision of the Act should operate so as to exclude such 
income or part thereof from total income and that whether income which 
needs to be applied or accumulated under section 11 of the Act should include 
income which is exempt under section 10 of the Act. 
 
It has been noticed that there is some anomaly by providing exclusion to 
institutions or fund registered under section 10(23C), but the same exclusion is 
not available to entities claiming exemption under section 10(46) which are 
established or constituted under a Central or State Act or by a Central or State 
Government. Such entities are, thus, not able to get notified under section 
10(46) if they are holding registration under section 12A/12AA. 
 
Accordingly, while request for exclusion of clause (46) may be acceded to for 
exemption thereunder even in those cases where registration under section 
12AA or 12A remains in force, there should be only one mode of exemption 
available and also, that the switching may be allowed only once so that such 
switching is not done routinely and also it remains efficient to be 
administered. Hence, it is proposed to amend relevant provisions of the Act to 
provide that,- 
 
(i) Similar to exemptions under clauses (1) and (23C), exemption under 

clause (46) of section 10 shall be allowed to an entity even if it is 
registered under section 12AA subject to the condition that the 
registration shall become inoperative. If the entity wishes to make it 
operative in the future, it will have to file an application and then it would 
not be entitled for deduction under clause (46) from the date on which 
the registration becomes operative. 

 
(ii) The registration under section 12AA would also become inoperative in 

case of an entity exempt under clause (23C) of section 10 as well, to have 
uniformity. The condition about making it operative again would also be 
similar to what is proposed for clause (46) of section 10. 
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(iii) An entity approved, registered or notified under clause (23C) of section 

10, section 12AA or section 35 of the Act, as the case may be, shall be 
required to apply for approval or registration or intimate regarding it 
being approved, as the case may be, and on doing so, the approval, 
registration or notification in respect of the entity shall be valid for a 
period not exceeding five previous years at one time calculated from 1st 
April, 2020. 

 
(These amendments will take effect from 1st June, 2020.) 

 
6. Filing of statement of donation by donee to cross-check claim of donation by 

donor 
 
Certain provisions of the Act provide that an exempt entity may accept 
donations or certain sum for utilization towards their objects or activities in 
respect of which the payer, being the donor, gets deduction in computation of 
his income.  
 
At present, there is no reporting obligation by the exempt entity receiving 
donation/ any sum in respect of such donation/ sum.  
 
Therefore, the entities receiving donation/sum may be made to furnish a 
statement in respect thereof and to issue a certificate to the donor/payer and 
the claim for deduction to the donor/payer may be allowed on that basis only.  
 
In order to ensure proper filing of the statement, levy of a fee and penalty may 
also be provided in cases where there is failure to furnish the statement. 
 
(These amendments will take effect from 1st June, 2020.) 
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7. Accreted Income - Section 115TD 
 
Sec 115TD imposes tax on accreted income, arising in case, when the Trust or 
an Institution registered u/s 12AA, has: 
 
a) converted into any Form not eligible for Registration u/s 12AA, or 
b) merger with, any entity, other than trust registered u/s 12AA, or 
c) transfer of assets to a non-charitable institution, on its dissolution. 

 
However, it is proposed to increase the scope of sec 115TD, by also including 
the trusts registered u/s 12AB as well.  
 
(These amendments will take effect from 1st June, 2020.) 
 

8. Other Proposed amendments 
 

(i) An entity already approved under section 80G shall be required to apply 
for approval and on doing so, the approval, registration or notification in 
respect of the entity shall be valid for a period not exceeding five years at 
one time. 
 

(ii) An entity making fresh application for approval under section 80G shall be 
provisionally approved or registered for three years on the basis of 
application without detailed enquiry even in the cases where activities of 
the entity are yet to begin and then it has to apply again for approval or 
registration which, if granted, shall be valid from the date of such 
provisional registration. The application of registration subsequent to 
provisional registration should be at least six months prior to expiry of 
provisional registration or within six months of start of activities, 
whichever is earlier. 

 
(iii) The application pending for approval, registration, as the case may be, 

shall be treated as application in accordance with the new provisions, 
wherever they are being provided for. 
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(iv) Deduction under section 80G/ 80GGA to a donor shall be allowed only if a 

statement is furnished by the donee who shall be required to furnish a 
statement in respect of donations received and in the event of failure to 
do so, fee and penalty shall be levied. 

 
(v) Similar to section 80G of the Act, deduction of cash donation under 

section 80GGA shall be restricted to Rs 2,000/- only. 
 

(These amendments will take effect from 1st June, 2020.) 
 
  
INTERNATIONAL TAX  

 
 

9. Deferring Significant Economic Presence (SEP) proposal (Section 9): 
 
Finance Act 2018 expanded the scope under domestic law of the term - 
‘Business Connection’ to enable taxation of non-residents having a Significant 
Economic Presence (SEP) in India. 
 
SEP of a non-resident in India shall constitute "business connection" in India 
and SEP for this purpose, shall mean: 
 
a) Transaction in respect of any goods, services or property carried out by a 

non-resident in India, including the provision of download of data or 
software in India, subject to payment threshold to be prescribed; or 
 

b) Systematic and continuous soliciting of business activities or engaging in 
interaction with such number of users as may be prescribed, in India 
through digital means 

 
(The current SEP provisions shall be omitted from assessment year 2021-22 and 
the new provisions will take effect from 1st April, 2022 and will, accordingly, 
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apply in relation to the assessment year 2022-23 and subsequent assessment 
years.) 
 

10. Modification in conditions for offshore funds’ exemption from “business 
connection”- Section 9A: 
 
A condition for eligibility of the fund provided u/s 9A(3)(c) requires that the 
aggregate participation or investment in the fund, directly or indirectly, by 
persons resident in India should not exceed five per cent of the corpus of the 
fund. It is difficult to comply in the initial years for the reason that eligible fund 
manager, who is resident in India, is required to invest his money as “skin in 
the game” to create reputation to attract investment. 
One other condition for eligibility of the fund provided u/s 9A(3)(j) requires 
that the monthly average of the corpus of the fund shall not be less than one 
hundred crore rupees except where the fund has been established or 
incorporated in the previous year in which case, the corpus of fund shall not be 
less than one hundred crore rupees at the end of a period of six months from 
the last day of the month of its establishment or incorporation, or at the end 
of such previous year, whichever is later.  
The period for fulfilling the requirement of monthly average of the corpus of 
one hundred crore rupees ranges from six months to eighteen months, in so 
far as the fund established or incorporated on last day of the financial year 
would get six months and the fund established or incorporated on first day of 
the financial year would get eighteen months. This results in anomaly as 
certain funds due to its date of establishment and incorporation get favoured 
or discriminated against. 
 
Accordingly, it is proposed to amend section 9A of the Act to relax these two 
conditions so as to provide that,-  
 
(i) For the purpose of calculation of the aggregate participation or 

investment in the fund, directly or indirectly, by Indian resident, 
contribution of the eligible fund manager during first 3 years up to 25 
crore rupees shall not be accounted for; and 
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(ii) If the fund has been established or incorporated in the previous year, the 

condition of monthly average of the corpus of the fund to be at 100 crore 
rupees shall be fulfilled within 12 months from the last day of the month 
of its establishment or incorporation. 
 

(This amendment will take effect from AY 2020-21) 
 

11. Amendment for providing attribution of profit to Permanent Establishment 
(PE) in Safe Harbour Rules (SHR) under section 92CB and in Advance Pricing 
Agreement (APA) under section 92CC 
 
It is proposed to amend section 92CB and section 92CC of the Act to cover 
determination of attribution of profit to PE within the scope of SHR and APA. 
 
SHR provides tax certainty for relatively smaller cases for future years on 
general terms, while APA provides tax certainty on case to case basis not only 
for future years but also Rollback years. Both SHR and the APA have been 
successful in reducing litigation in determination of the ALP. 
 
(This amendment will take effect from AY 2020-21) 

 
12. Deduction of Interest Expense in case of AE - Section 94B 

 
Section 94B disallows interest, in excess of 30% of EBITDA, paid to Non-
resident associated enterprises, by an Indian Company or PE of a Foreign 
Company, provided the amount of such interest exceeds One Crore rupees. 
 
It is proposed that the above provisions of interest limitation shall not apply to 
interest paid in respect of a debt issued by a lender which is a Permanent 
Establishment (PE) of a non-resident in India and engaged in the business of 
banking in India. 
 
(This amendment will take effect from AY 2021-22) 
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PROVISIONS RELATED TO TAX DEDUCTION AT SOURCE & TAX COLLECTION AT 
SOURCE 

 
 

13. TDS on Contractors- Section 194C 
 
Section 194C of the Act provides for the deduction of tax on payments made 
to contractors by any person responsible for paying any sum to a resident for 
carrying out any work. 
 
The definition of ‘work’ excluded manufacturing or supplying a product 
according to the requirement or specification of a customer by using material 
purchased from a person, other than such customer. 
 
Therefore, to bring clarity in the section and plug the leakage, it is proposed to 
amend the definition of “work” under section 194C to provide that in a 
contract manufacturing, the raw material provided by the assessee or its 
associate shall fall within the purview of the ‘work’ under section 194C. 
 
(This amendment will take effect from 1st April, 2020.) 

  
14. TDS on Professional Services - Section 194J 

 
Section 194J of the Act provides for deduction of tax @ 10% on any fees for 
professional services, or fees for technical services, or any remuneration or 
fees or commission or royalty or any sum referred to in clause (va) of section 
28.   
 
It is proposed to reduce rate for TDS in section 194J in case of fees for 
technical services (other than professional services) to 2% from existing 10%. 
The TDS rate in other cases under section 194J would remain same at 10%. 
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This is to reduce litigation on the issue of short deduction of tax treating 
assessee in default where the assessee deducts tax under section 194C, while 
the tax officers claim that tax should have been deducted under section 194J 
of the Act. 
 
(This amendment will take effect from 1st April, 2020.) 

  
15. Income from mutual fund- Section 194K 

 
New section 194K has been proposed to be inserted to provide that any 
person responsible for paying to a resident any income in respect of units of a 
Mutual Fund specified under clause (23D) of section 10 or units from the 
administrator of the specified undertaking or units from the specified company 
shall deduct income-tax there on at the rate of 10% above the threshold limit 
of Rs. 5,000/-. 
 
(This amendment will take effect from 1st April, 2020.) 

 
16. Income from units of Business Trust - Section 194LBA 

 
It is proposed to provide for Tax to be deducted by business trust on dividend 
income paid to resident unit holder @10%. For non-residents, Tax needs to be 
deducted at the rate of 5% for interest and 10% on dividend income.  
 
(This amendment will take effect from 1st April, 2020.) 

 
17. Income by way of interest from Indian Company - Section 194LC 

 
Section 194LC of the Act, provided for a concessional rate of Tax Deductible at 
Source (TDS) at 5% by a specified company or a business trust, on interest paid 
to non-residents on the borrowings. In order to attract fresh investment, 
create jobs and stimulate the economy, it is proposed to; - 
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a) Extend the period of said concessional rate of TDS of 5% to 1st July, 
2023 from 1st July, 2020; 
 

b) provide that the rate of TDS shall be 4% on the interest payable to a 
non-resident, in respect of monies borrowed in foreign currency from a 
source outside India, by way of issue of any long term bond or RDB on or 
after 1st April, 2020 but before 1st July, 2023 and which is listed only on 
a recognised stock exchange located in any IFSC. 

 
(This amendment will take effect from 1st April, 2020.) 

 
18. Dividend - Section 194:  

 
The threshold limit for deducting TDS @ 10% under this section was Rs. 2500/- 
which has been increased to Rs. 5000/-. 
 
(This amendment will take effect from 1st April, 2020.) 

 
19. Interest other than income by way of interest on securities.  - Section 194A: 

 
Section 194A (1) provides for deduction of tax on any income by way of 
interest other than income by way of interest on securities.  

 
This section has been amended to include co-operative societies, deposits 
accepting primary agricultural credit society or a primary credit society or a co-
operative land mortgage bank or a co-operative land development bank if – 
 
a) has total sales, gross receipts or turnover of the co-operative society 

exceeds fifty crore rupees during the financial year immediately 
preceding the financial year in which the interest is credited or paid; and 
 

b) the amount of interest, or the aggregate of the amounts of such 
interest, credited or paid, during the financial year is more than Rs. 
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50,000/- in case of payee being a senior citizen and Rs. 40,000/- in any 
other case shall be liable to deduct income-tax under this section 

 
(This amendment will take effect from 1st April, 2020.) 

 
20. Interest payment to FII / QFI - Section 194LD 
 

Section 194LD of the Act provides for lower tax deduction at the rate of 5% in 
case of interest payments to Foreign Institutional Investors (FII) and Qualified 
Foreign Investors (QFIs) on their investment in Government securities and RDB 
of an Indian company. 

 
In order to attract fresh investment and create jobs it has been proposed to 
amend section 194LD to – 

 
a) extend the period of rate of TDS of five per cent under the said section 

to 1st July, 2023 from the existing 1st July, 2020; 
 
b) provide that the concessional rate of TDS of five per cent under the said 

section shall also apply on the interest payable, on or after 1st April, 
2020 but before 1st July, 2023, to a FII or QFI in respect of the 
investment made in municipal debt security. 

 
(This amendment will take effect from 1st April, 2020.) 

 
21. Payment of certain sums by e-commerce operator to e-commerce participant 

(New Section 194-O) 
 

If the E-commerce operators provides platform to the supplier of the goods or 
services, then the E-commerce operator is liable to deduct the TDS @ 1% at 
the time of payment or credit to the supplier of the goods or services.  
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No TDS Deduction if the e-Commerce participant is an individual or HUF and 
gross amount is up to Rs.5,00,000/- and such e-commerce participant has 
furnished his PAN or Aadhaar number to the e-commerce operator.  
 
Example: - Amazon, Flipkart, Myntra, Shopclues are E-commerce operator as 
they are facilitating to the actual suppliers like Redmi who supplying MI Note-4 
phones through the platform of Ecommerce operator. Therefore, as per the 
amendment if the payment made by the e-commerce operator like Amazon 
etc. to the Redmi then liable to deduct TDS @1%.   

 
(This amendment will take effect from 1st April, 2020.) 

 
22. TDS on payments to Non-resident - Deletion of 2nd Proviso to section 195(1) 
  

As per proviso to section 195(1), No TDS is required to deduct in respect of 
payment of any dividends referred to in section 115-O. 

 
After the deletion of said proviso to section 195(1), the TDS is required to be 
deducted as per the normal provision of the section 195 if payment is made to 
the non-resident even in the nature of dividend referred in section 115-O. 

 
(This amendment will take effect from 1st April, 2020.) 

 
23. Income earned in respect of units of non-residents - section 196A 

 
Section 196A deal with the TDS deduction at the time of payment or at the 
time of credit to non-resident in respect of income earned on units of a Mutual 
Fund specified under section 10(23D) or of the Unit Trust of India at the rate 
of 20%, in case of Mode of payment is by cash or by the issue of a cheque or 
draft or by any other mode. No TDS deduction required when payment made 
by the company or to a foreign company. 
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After the amendment to section 196A the following words substituted: - 
  

a. “the Unit Trust of India” Substituted with “company defined in Explanation 
to clause 10(35)” 
 

b.  “in cash or by the issue of a cheque or draft or by any other mode” 
Substituted with “by any mode”. 

 
(This amendment will take effect from 1st April, 2020.) 

 
24. Income of Non-resident from foreign currency bonds or shares of Indian 

company -Section 196C 
 

Section 196C deals with the income by way of interest, dividends or long term 
capital gain in respect of bonds or Global Depository Receipts required to 
deduct TDS @ 10% if payable in cash or by the issue of a cheque or draft or by 
any other mode to a non-resident 

 
After the amendment the sentence “in cash or by the issue of a cheque or 
draft or by any other mode” substituted with “by any mode” 

 
(This amendment will take effect from 1st April, 2020.) 

 
25. Income of Foreign Institutional Investors from securities - Section 196D  

 
Section 196D deals with any income in respect of securities referred in section 
115AD(1)(a), not being income by way of interest referred to in section 194LD 
Payable to a Foreign Institutional Investor in Cash or by issue of a cheque or 
draft or by any other mode required to deduct TDS @ 20%. 

 
No deduction shall be made in respect of any dividends referred to section 
115-O and capital gains arising from the transfer of securities referred to 
in section 115AD. 
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After the amendment the sentence “in cash or by the issue of a cheque or 
draft or by any other mode” substituted with “by any mode”. 

 
(This amendment will take effect from 1st April, 2020.) 

 
26. Certificate for deduction at lower rate - Section 197 

 
Section 197 deals with the cases where the Assessing officer issue the lower 
deduction certificate when the income-tax is required to be deducted at the 
lower rate as compared to the rates in force under the various provisions of 
sections 192 to 194M and 195 

 
After the amendment the section 194-O is also included for the lower 
deduction certificate if required.  

 
(This amendment will take effect from 1st April, 2020.) 

 
27. Furnishing of statement of tax deducted- 26AS (Omission of section 203AA) 

and Annual Information statement (Insertion of new section 285BB) 
 

Section 203AA deal with the furnishing of statement of form 26AS which 
includes annual consolidated credit statement, Advance tax and Self-
assessment tax details. 
The prescribed income-tax authority or the person authorised by such 
authority within the prescribed time after the end of each financial year 
prepare and deliver to every person a statement wherein the details of the 
TDS, Advance tax and Self-Assessment tax specified. 
 
After omission of section 203AA the FM proposed to introduce a new section 
285BB in the Act regarding annual financial statement. This section introduced 
to provide extended information beyond the information about tax deducted 
and paid. 

 
(This amendment will take effect from 1st June, 2020.) 
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28. Meaning of "person responsible for paying" - Section 204 
 

As per the exiting provision of section 204 the list of "person responsible for 
paying" are specified 
 
After the amendment, in the said list following person is added: - 
In the case of a person not resident in India, the person himself/person 
authorised/agent of such non-resident. 

 
(This amendment will take effect from 1st April, 2020.) 

 
29. Requirement to furnish Permanent Account Number (Amendment of section 

206AA) 
 

As per the existing provision of section, if any person is entitled to receive any 
sum which required TDS deduction under chapter XVIIB shall furnish PAN. The 
rate of TDS deducted at the higher of the following rates - 
a. at the rate specified in the relevant provision of this Act; or 
b. at the rate or rates in force; or 
c. at the rate of twenty per cent. 
 
After the amendment in section 206AA of the Income-tax Act the rate in clause 
“C” “twenty percent” Substituted with “five per cent.” 

 
(This amendment will take effect from 1st April, 2020.) 

 
30. Tax collected at sources (Amendment of section 206C) 

New Section (IF) inserted after the 206C(I)  
 
a) As per the new provision Authorized dealer, receiving an amount/aggregate 

of amount >= Rs.7,00,000/-  in a FY for remittance out of India (under LRS of 
RBI),  
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b) Being a seller of overseas tour program package who receive any amount 
from buyer of the Overseas tour program package  

 
They shall be liable to collect TCS from remitter at 5% (10% in No PAN/Aadhaar 
Cases). 
 
TCS provisions shall not apply if the buyer is required to deduct TDS and he 
deducts the same.  TCS provisions also not applicable for buyers of certain 
govt. categories 
 
New Section IH inserted after the 206C(IF)  
 
A seller of goods is required to collect TCS from buyer at the rate of 0.1%, if he 
sells goods to any person of an amount exceeding Rs.50 Lakhs during a FY (1% 
for NO PAN/No Aadhaar). 
 
TCS provisions are only applicable if the seller has gross turnover of more than 
10 crores in preceding FY. 
 
No TCS if seller liable to deduct TCS under any other provision of Sec 206C or 
buyer is liable to deduct TDS and he deducted TDS appropriately. 
 
(This amendment will take effect from 1st April, 2020.) 
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OTHER PROPOSALS 
 
 
31. Removing dividend distribution tax (DDT) and moving to system of taxing 

dividend in the hands of shareholder’s/unit holders. 
 
Section 115-O / Section 115R provides that, any amount declared, distributed 
or paid by way of dividends/distribution of income shall be charged to 
additional income-tax at the rate specified and the same is exempt in the 
hands of shareholders/unitholders. In case of business trust and International 
Financial Service Centre, specific exemption is provided subject to fulfilment of 
certain conditions. 
 
Now, it is proposed;  

 
a) that, w.e.f. 1st April, 2020, dividend or income from units are taxable in the 

hands of shareholders or unit holders at the applicable rate and the 
domestic company or specified company or mutual funds are not required 
to pay any DDT.  

 
b) To amend section 115BBDA which taxes dividend income in excess of ten 

lakh rupees in the hands of shareholder at ten per cent., to only dividend 
declared, distributed or paid by a domestic company on or before the 31st 
day of March, 2020. 

 
c) amend section 57 to provide that no deduction shall be allowed from 

dividend income, or income in respect of units of mutual fund or specified 
company, other than deduction on account of interest expense not 
exceeding 20% of the dividend income or income from units included in the 
total income for that year. 

 
d) amend section 194 to include tax deduction at source on dividend payment 

@ 10% and threshold is proposed to be increased from Rs 2,500/- to Rs 
5,000/-.  
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e) amend section 194LBA to provide for tax deduction by business trust on 

dividend income paid to unit holder, at the rate of 10% for resident. For 
non-resident, it would be 5% for interest and 10% for dividend. 

 
f) insert a new section 194K to provide that any person responsible for paying 

to a resident any income exceeding Rs. 5,000 in respect of units of a Mutual 
Fund or units from the administrator of the specified undertaking or units 
from the specified company deduct income-tax there on at the rate of 10%. 
 

g) amend section 195 to delete exemption provided to dividend referred to in 
section 115O. 

 
h) amend section 196A to revive its applicability on TDS on income in respect 

of units of a Mutual Fund for payments to non-residents at the rate of 20%. 
 

i) amend section 196C and 196D to remove exclusion provided to dividend 
under section 115-O. 
 

(Amendments at clause (b) and (c) above will take effect from AY 2021-22. 
Amendments at clause (d) to (i) will take effect from 1st April, 2020.) 

 
32. Dividend received by a domestic company from other domestic company- 

Section 80M 
 
Domestic companies shall be allowed a deduction from the gross total income, 
an amount equal to the dividend received from other domestic company. 
However, the deduction shall be limited to the amount of dividend distributed 
by the first mentioned domestic company.  
 
The purpose of inserting this section is to remove the cascading effect of 
double taxation. 
 
(This amendment will take effect from AY 2021-22) 
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33. Amendment to Section 49 and Section 2(42A) in respect of segregated 

portfolios  
 
SEBI has through a circular, permitted creation of segregated portfolio of debt 
and money market instruments by Mutual Fund schemes. All the existing unit 
holders in the affected scheme as on the day of the credit event shall be 
allotted equal number of units in the segregated portfolio(s) as held in the 
main portfolio.  
 
Section 49 of the Act provides for cost of acquisition for the capital asset.  
 
New sub-section (2AG) is proposed to be inserted to provide that the cost of 
acquisition of a unit or units in the segregated portfolio shall be the amount 
which bears to the cost of acquisition of a unit or units held by the assessee in 
the total portfolio, the same proportion as the net asset value of the asset 
transferred to the segregated portfolio bears to the net asset value of the total 
portfolio immediately before the segregation of portfolios. 
 
It is also proposed to insert another sub-section (2AH) to provide that the cost 
of the acquisition of the original units held by the unit holder in the main 
portfolio shall be deemed to have been reduced by the amount as so arrived 
at under the proposed sub-section (2AG). 
 
Section 2(42A) provides for determination of period of holding of the capital 
asset held by the assessee. 
 
In view of the above, it is proposed to amend section 2(42A) to provide that in 
the case of a capital asset, being a unit or units in a segregated portfolio, 
referred to in section 49(2AG), there shall be included the period for which the 
original unit or units in the main portfolio were held by the assessee. 
 
(This amendment will take effect from AY 2021-22) 
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34. Consideration on Sale of Land or building or both - Section 50C, 56(2)(x) & 
43CA 
 
Under the current tax regime, Section 50C provides that capital gains shall be 
computed on the basis of stamp duty value if the consideration declared to be 
received on transfer of land &/or building is less than the stamp duty value. 
The said section also provides that variation of 5% was permitted. 
 
Now it has been proposed to amend same to 10%. This would result into 
acceptance of actual amount of consideration, if the value as per stamp 
valuation authority does not exceed 110%. 
 
Similarly, in case of buyer of property - Section 56(2)(x) of the Act provided 
that where any person receives on or after 1st April, 2017, any immovable 
property, for a consideration less than the stamp duty value of the property 
and the variation is more than 5% and the variation exceeds fifty thousand 
rupees, the excess shall be charged to tax under the head “Income from Other 
Sources”. Now it has been proposed to amend same to 10%.  
 
Similarly, in case of transfer of land &/or building held as stock in trade the 
variance limit IS proposed to be increased to 10%.  (Sec 43CA) 

 
(This amendment will take effect from AY 2021-22) 

 
35. Cost of Acquisition of capital asset - Section 55  

 
The existing provisions of section 55 of the Act provide that for computation of 
capital gains, an assessee shall be allowed deduction for cost of acquisition of 
the asset and also cost of improvement, if any. For computing capital gains in 
respect of an asset acquired before 1st April, 2001, the assessee has been 
allowed an option of either to take the fair market value (FMV) of the asset as 
on 1st April, 2001 or the actual cost of the asset as cost of acquisition (COA). 
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It is proposed to rationalize the provision by providing that in case of a capital 
asset, being land or building or both, the FMV of such an asset on 1st April, 
2001 shall not exceed the stamp duty value of such asset as on 1st April, 2001, 
if available.  
 
(This amendment will take effect from AY 2021-22) 
 

36. Deduction interest on housing loan – affordable housing u/s 80EEA extended 
till 31st March 2021 
 
Section 80EEA provide for a deduction in respect of interest on loan up to one 
lakh fifty thousand rupees for acquisition of an affordable residential house 
property (stamp duty value does not exceed forty-five lakh rupees) sanctioned 
during the period from 1st April, 2019 to 31st March, 2020. 
 
In order to continue promoting purchase of affordable housing, the period of 
sanctioning of loan by the financial institution is proposed to be extended to 
31st March, 2021. 

 
(This amendment will take effect from AY 2021-22) 

 
37. Eligible Start Ups – Profit deduction - Section 80-IAC 

 
The existing provisions of section 80-IAC of the Act provide for a deduction of 
100% of the profits and gains derived from an eligible business by an eligible 
start-up for 3 consecutive assessment years out of 7 years, at the option of the 
assessee, subject to the condition that the eligible start-up is incorporated on 
or after April, 2016 but before 1st April, 2021 and the total turnover of its 
business does not exceed 25 crore rupees. 
 
Now, it is proposed, to amend the said period of 7 years to 10 years and the 
limit of turnover of eligible start-up has been increased to 100 crores. 
 
(This amendment will take effect from AY 2021-22) 
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38. Extending time limit for approval of affordable housing project for availing 

deduction under section 80-IBA of the Act 
 
In order to incentivize building affordable housing and to boost the supply of 
such houses, the period of approval of the project by the competent authority 
is proposed to be extended from 31st March, 2020 to 31st March, 2021. 
 
(This amendment will take effect from AY 2021-22) 

 
39. Power to adopt and declare Tax Charter - Section 119A  

 
It is proposed to empower the Board to adopt and declare a Taxpayer’s 
Charter and issue such orders, instructions, directions or guidelines to other 
income-tax authorities as it may deem fit for the administration of Charter. 
 
(This amendment will take effect from 1st April, 2020.) 

 
40. Power to Survey - Section 133A 

 
Under the existing provisions of section 133A of the Act, an income-tax 
authority as defined therein is empowered to conduct survey at the business 
premises of the assessee under his jurisdiction. 
 
It is proposed to substitute the proviso to insert sub-section (6) of section 
133A to provide that, - 
 
a) in a case where the information has been received from the prescribed 

authority, no income-tax authority below the rank of Joint Director or Joint 
Commissioner, shall conduct any survey under the said section without 
prior approval of the Joint Director or the Joint Commissioner, as the case 
may be; and 
 



 

 

 www.cndindia.com 

b) in any other case, no income-tax authority below the rank of Commissioner 
or Director, shall conduct any survey under the said section without prior 
approval of the Commissioner or the Director, as the case may be. 
 

(This amendment will take effect from 1st April, 2020.) 
 
41. Verification of Return - Section 140 

 
The Section 140 of the Act provides that in case of company the return is 
required to be verified by;  

 
a) a IBC Professional in case of a company in whose case application for 

insolvency resolution process has been admitted by the Adjudicating 
Authority; 

 
b) a Designated partner or a partner in case of non-availability of designated 

partner in case of a Limited Liability Partnership, 
 
It is proposed to amend the clauses of section 140 of the Act so as to enable 
any other person, as may be prescribed by the Board to verify the return of 
income in the case of a company under IBC and a Limited liability partnership. 
 
(This amendment will take effect from 1st April, 2020.) 

 
42. Best Judgement Assessment included in E-Assessment - Section 143 

 
Section 143 of the Act provides the manner for processing and assessment of 
return of income. E-assessment Scheme, 2019 is proposed to be amended to 
include Assessment under section 144 of the Act relating to best judgement 
assessment. 
 
(This amendment will take effect from 1st April, 2020.) 
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43. Dispute Resolution Panel - Section 144C 
 
Section 144C of the Act provides that in case of certain eligible assesses, viz., 
foreign companies and any person in whose case transfer pricing adjustments 
have been made, the Assessing Officer (AO) is required to forward a draft 
assessment order to the eligible assessee, if he proposes to make any variation 
in the return which is prejudicial to the interest of such assessee. Such eligible 
assessee with respect to such variation may file his objection to the DRP. 
 
It is proposed that the provisions of section 144C of the Act may be suitably 
amended to expand the scope of the said section by defining eligible assessee 
as a non-resident not being a company, or a foreign company. 
 
(This amendment will take effect from 1st April, 2020.) 
 

44. Commissioner of income tax (Appeal) (Amendment of section 250) 
Procedure for imposing penalty (Amendment of section 274) 
 
Section 250 of the Income-tax Act deals with the commissioner (appeal)  
Section 274 of the Income-tax Act deals with the procedure and authority of 
the imposing penalty 
 
The amendment is made to empower Central Government to make a scheme 
for the purposes of disposal of appeal by Commissioner (Appeals) and 
imposing penalty, To impart greater efficiency, transparency and 
accountability the said amendments are made: - 
  
(i) Eliminating the interface with the Assessing Officer/Commissioner 

(Appeals) to the extent technologically feasible 
(ii) Optimising utilisation of the resources through economies of scale and 

functional specialisation 
(iii) Introducing an system with dynamic jurisdiction 
 
(This amendment will take effect from 1st April, 2020.) 
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45. Taxation on ESOP - Insertion of sub-section 192(1C)  

 
Currently ESOPs are taxed as perquisites under section 17(2) of the Act read 
with Rule 3(8)(iii) of the Rules.  
 
The taxation of ESOPs is split into two components: 
 
a) Tax on perquisite as income from salary at the time of exercise.  
b) Tax on income from capital gain at the time of sale.  

 
The tax on perquisite is required to be paid at the time of exercising of option 
which may lead to cash flow problem as this benefit of ESOP is in kind.  
 
In order to ease the burden of payment of taxes by the employees or TDS by 
eligible start-ups, it is proposed that an eligible start-up (referred to in section 
80-IAC), paying any income liable to be taxed as perquisite needs to deduct or 
pay tax on such income within 14 days – 
 
a) after the expiry of 4 years from the end of the relevant assessment year; 

or  
b) from the date of the sale of such specified security or sweat equity share 

by the assessee; or  
c) from the date of which the assessee ceases to be the employee of the 

person;  
 

whichever is earlier, on the basis of rates in force of the financial year in which 
the said specified security or sweat equity share is allotted or transferred.  
 
(These amendments will take effect from 1st April, 2020.) 
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46. Orders of Appellate Tribunal - Section 254 
 

As per the First proviso to Sub-Section 254(2A) provides that ITAT may provide 
the stay of demand depending on the merits of the case for a maximum period 
of 180 days. 
  
As per second proviso to Sub-Section 254(2A) provides that ITAT may extend 
stay on being satisfied that the delay is not on account of assessee subject to 
maximum 365 days and ITAT will dispose of the stay within extended time. 
 
After the amendment it is proposed to provide that ITAT may grant stay under 
the first proviso subject to the condition that the assessee deposits not less 
than 20% of the amount of tax, interest, fee, penalty, or any other sum 
payable under the provisions of this Act or furnish security of equal amount in 
respect thereof. 
 
Also amend the second proviso which provides that no extension of stay shall 
be granted by ITAT, where such appeal is not so disposed of with in the period 
of order of stay.  
 
However, on an application made by the assessee, a further stay can be 
granted, only if following both the condition satisfied  
a. if the delay in disposal of appeal not due to the assessee and  
b. Assessee has deposited not less than twenty per cent of the amount of 

demand or has furnished security of equal amount in respect thereof.  
 
The total stay granted by ITAT cannot exceed 365 days. 

 
(This amendment will take effect from 1st April, 2020.) 
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47. Penalty for false entry etc. in books of account (Insertion of new section 
271AAD) 

 
If any false or omission of entry which evade tax liability, liable to pay the 
penalty equal to the amount involve in such false or omitted entry.     
 
Any other person who caused in false or omission of entry which evade tax 
liability, liable to pay the penalty equal to the amount involved in such false or 
omitted entry. 
 
(This amendment will take effect from 1st April, 2020.) 
 

48. Fee for default relating to statement or certificate(Insertion of new section 
234G) 
Penalty for failure to furnish statements etc. (Insertion of new section 271K) 
 
If the following persons fails to deliver or cause to be delivered a statement or 
furnish specified certificate within the time prescribed  
 

 the research association, university, college or other institution referred to 
in clause (ii) or (iii) or the company referred in (iia) of section 35(1) 
 

 the institution or fund. 
 
Liable to pay Fee under section 234G of Rs.200/- for every day during which 
the failure continues. 
 
Liable to pay penalty under section 271K of Rs.10,000/- and which may extend 
to Rs.1,00,000/- 

 
(This amendment will take effect from 1st June, 2020.) 
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49. Appearance by authorised representative (Section 288) 
 

Before the amendment, the specific list of persons who can be "authorised 
representative" to appear before the income-tax authority or the Appellate 
Tribunal on behalf the assessee is mentioned. 
  
After the amendment in section 288 “any other person as may be prescribed” 
is added. Therefore, after the amendment any other person, as may be 
prescribed by the Board, to appear as an authorised representative can 
appear.  

 
(This amendment will take effect from 1st April, 2020.) 

 
50. Power to make Rule (Amendment of section 295) 

 
Under section 295 the Board may, subject to the control of the Central 
Government, by notification in the Gazette of India, make rules for the whole 
or any part of India for carrying out the purposes of this Act. 
 
Before the said amendment the manner and the procedure to make rule 
subject to following — 
(i)  income derived in part from agriculture and in part from business; 
(ii)  persons residing outside India; 
(iii) an individual who is liable to be assessed under the provisions of sub-

section (2) of section 64;    
 
After amendment with effect from the 1st day of April, 2021 new sub clause (ii) 
inserted wherein the power to make rule increase to   
 
(iia) operations carried out in India by a non-resident;”; 
 

  with effect from the 1st day of April, 2022,  
(iib) transactions or activities of a non-resident;”. 
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51. Profits and Gains in Insurance Sector 
 
Rule 5 provides the manner of computation of profits and gains of insurance 
businesses other than life insurance, subject to the condition that any 
expenditure debited to the P&L which is not admissible under the provisions of 
sections 30 to 43B shall be added back. However, there is no specific provision 
in this rule to allow deduction for any payment of expenses specified in section 
43B if they are paid in subsequent previous year. 
 
Therefore, it is specifically proposed that any sum payable by the assessee 
under section 43B, which is added back in accordance with rule 5, shall be 
allowed as deduction in computing the income under the said rule in the 
previous year in which such sum is actually paid. 
 
(This amendment will take effect from AY 2020-21) 
 

52. Change in definition of Business trust - Section 2(13A) : 
 
Under the earlier regime, there was a different treatment for taxation of public 
listed Infrastructure Investment Trust (InvIT). However, it is now proposed to 
give the same tax treatment to listed as well as unlisted InvIT. 
 
(This amendment will take effect from AY 2021-22) 
 

53. Modification of residency provisions (Section 6): - Anti Abuse Measures  
 
It is proposed that- 
 
(i) In case of persons being a citizen of India or a person of Indian origin, who 

being outside India, comes on a visit to India, in any previous year, then he 
will be treated as resident in India, if in the said year he is more than 120 
days in India. (reduced from 182days). (amendment to sub clause (b) of 
explanation 1 to section 6(1).  
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(ii) An Indian citizen who is not liable to tax in any other country or territory 
by reason of his domicile or residence or any other criteria of similar 
nature, shall be deemed to be resident in India.  (insertion of new sub 
clause – (1A)) 

 
(iii) An individual or an HUF shall be said to be “not ordinarily resident” in India 

in a previous year, if the individual or the manager of the HUF has been a 
non-resident in India in 7 out of 10 previous years preceding that year 
which was previously 9 years out of 10 years in the immediately preceding 
previous year. (Amendment to section 6(6)) 

 
(This amendment will take effect from AY 2021-22) 

 
54. Rationalization of tax treatment of employer’s contribution to recognized 

provident funds, superannuation funds and national pension scheme- 
Section 17 
 
Under the existing provisions, the employer contribution to PF in excess of 
12% of specified salary, employer contribution to Super annuation Fund in 
excess of INR Rs.1,50,000 and employer contribution to National Pension 
Scheme in excess of 10% (14% in case of Govt. Employees) of specified salary is 
taxable as salary.  

 
It is now proposed to provide a combined upper limit in addition to the 
individual limits prescribed for PF and NPS. The aggregate of such employer 
contribution towards PF, Super annuation Fund and NPS exceeding 
Rs.7,50,000 will be taxable as perquisite.  
 
Further, Annual accretion (interest, dividend or other income) to the extents it 
relates to the taxable employer’s contribution as above is treated as taxable 
perquisite. 
 
(This amendment will take effect from AY 2021-22) 
 



 

 

 www.cndindia.com 

55. Rationalization of provisions relating to research associations, university 
colleges, scientific research companies and other institutions- Section 35 
 
The following amendments have been proposed: 
 

(i) Research associations, university colleges, scientific research companies 
and other institutions will have to make an intimation in the prescribed 
manner within three months of such a provision coming into effect.; 
 

(ii) Notification referred to under section 35 of the Act will now remain 
valid for a period of five years from the assessment year beginning from 
the assessment year commencing on or after 1 April 2021.; 
 

(iii) No deduction will be allowed unless such research associations, 
university colleges, scientific research companies and other institution 
deliver a statement to the income-tax authorities in the prescribed form 
and manner.; and 
 

(iv) Such research associations, university colleges, scientific research 
companies and other institutions will furnish a certificate to the donor 
specifying the prescribed details. 
 

Further, it has been proposed that, in case of failure to deliver such a 
statement or furnish such a certificate, a fee and/ or penalty may be levied. 
 
(This amendment will take effect from 1st June 2020.) 
 

56. Providing the assessee with option to not avail 100% deduction under 
Section 35AD 
 
At present, assessee does not have any option of not availing the incentive 
under said section. Due to this, a legal interpretation can be made that a 
domestic company opting for concessional tax rate, which does not claim 
deduction under section 35AD, would also be not able to take deduction of 
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normal depreciation under section 32 due to operation of section 35AD(4). 
This has not been the intention of the statute.  
 
Therefore, it is proposed to amend of section 35AD(1) to make the deduction 
thereunder as optional. 
 
(The amendments will take effect from AY 2020–21.) 

 
57. Tax Audit- Section 44AB 

 
Presently, every person carrying on business or profession is required to get 
his accounts audited, if his total sales, turnover or gross receipts, exceed one 
crore rupees in business or fifty Lakhs rupees in profession in any previous 
year. 
 
In order to reduce compliance burden on small and medium enterprises, it is 
proposed to increase the threshold limit for a person carrying on business 
from one crore rupees to five crore rupees only in cases where, aggregate of 
all receipts/payments in cash during the previous year does not exceed five 
per cent of such receipt and payments. 
 
(These amendments will take effect from 1st April, 2020.) 
 

58. Change in the due date for filing the tax return –Section 139 
 
Currently, under section 139(1) of the Act, the due date for furnishing the tax 
return in case of a company or person other than the company or working 
partner of a firm, whose accounts are required to be audited, is 30 September 
of the relevant AY. In case a taxpayer is required to furnish the transfer pricing 
report, due date to file tax return is 30 November of the relevant AY. 
 
It is proposed to extend the due date for furnishing the tax return from 30 
September to 31 October. However, where transfer pricing provisions apply, 
no change is proposed in filing the tax return. 



 

 

 www.cndindia.com 

 
Furthermore, it is proposed to remove the distinction between a working and 
non-working partner of a firm with respect to the due date of filing their 
personal tax return. The tax return is now proposed to be filed by 31 October 
of the AY in these cases. 
 
The following table summarizes the proposed due date for furnishing the audit 
reports and tax return: 
 

Taxpayer 

Due date of 
furnishing of tax 

audit report/ and 
any other audit 

reports*/ 
certificates 

Due date of filing 
the return of 

income 

In case of a company/ persons 
having PGBP income 
(other than transfer pricing 
cases) 

30 September of the 
relevant AY 
 

31 October of the 
relevant AY 

In case of a company/ persons 
having PGBP income 
(transfer pricing cases) 

31 October of the 
relevant AY 
 

30 November of the 
relevant AY 

 
*Under sections 10, 10A, 12A, 32AB, 33AB, 33ABA, 35D, 35E, 44DA, 50B, 80-IA, 
80-IB, 80JJAA, 115JB, 115JC and 115VW 

 
(The amendments will take effect from AY 2020–21.) 
 
 

  



 

 

 www.cndindia.com 

INDIRECT TAX PROPOSALS 
 

1. Voluntary Registration 
 
In case of voluntary registration (taken despite not being liable for), no 
cancellation is allowed until the expiry of one year from the effective date of 
registration. 
 
Amendment: Cancellation of Voluntary GST registration is allowed even before 
the term of one year expires. 

 
2. Tax Deduction at Source 

 
2,50,000/- TDS is required to be deducted irrespective of the fact whether 
there is any contract or not for supplying the goods or services or both 
exceeding Rs. 250000/- As per the subsection 3 of Section 51 of CGST Act, 
2017, there is a requirement to issue TDS Certificate in Form GSTR 7A. 
 
Amendment: Sub section 4 of section 51 of CGST Act (provision regarding 
failure to furnish TDS Certificate) is now omitted. 

 
3. Removal Of Difficulty 

 
In regards to removal of difficulties in the CGST ACT, 2017, the Government is 
empowered to issue a removal of difficulties order, provided that no such 
order is made after the expiry of a period of three years from the date of 
commencement of this Act. 
 
Amendment: The term “three years” will be substituted with “five years”. 

 
 
 
 



 

 

 www.cndindia.com 

4. Penalty 
 
Taxable person shall be penalised for making supply without invoice or false 
invoice, issuing invoice without supply, taking or utilising ITC without actual 
receipt of supply and taking or distributing ITC in contravention of ISD 
provisions. 
 
Amendment: Above penalty is also to be levied on the beneficiary of the 
transaction. 

 
5. Nil Return 

 
Introduction of new simplified return system from 1 April 2020 including SMS 
based filing of NIL returns. 
 

6. Union Territory 
 
The definition is amended to include the new union territory of Jammu and 
Kashmir and also the merger of Dadra & Nagar Haveli and Daman & Diu as a 
single union territory in consonance with Dadra & Nagar Haveli and Daman & 
Diu (Merger of Union Territories) Act, 2019. 

 

7. Composite scheme 
 
Earlier composite dealers were allowed to provide services (whether within or 
outside the state) upto 10% of turnover in state or 5 lakhs, whichever is higher. 

 

Amendment Now it is proposed to restrict the scope of Composite scheme by 
excluding the following dealer in goods who undertakes following supplies: 
i. Services not leviable to GST 

ii. Interstate supply of service 

iii. Supply of service through electronic commerce operator (ECO) 
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8. Relaxation in time limit for ITC Claim in respect of debit note 
 
Earlier for taking ITC on debit note the date of Invoice was considered. Now 
the time limit for claiming ITC has been revised to be earlier of: 
 

 Due date of furnishing return for September month following the end of 
financial year to which such debit note pertains 

 Date of filling the relevant annual return 
 

9. Retrospective amendments  
 

 Exemption from GST in respect of supply of fishmeal (falling under heading 
2301), during the period 01/7/2017 to 30/09/2019, subject to the 
conditions that if GST has been paid, the same would not be eligible for 
refund. 

 Levy of 6% CGST and 6% SGST or 12% IGST for the period 01/07/2017 to 
31.12.2018 in respect of supply of pulley, wheels and other parts (falling 
under heading 8483) and used as parts of agricultural machinery (falling 
under headings 8432, 8433 and 8436) shall be applicable 

 As per Notification no. G.S.R. 708(E), dated the 30/09/2019, the refund of 
accumulated credit on compensation cess was disallowed from 
01/10/2019. The disallowance has been retrospectively amended to be 
applicable from 01/07/2017. Accordingly refund on account of inverted 
duty structure would not be admissible on any tobacco products. 

  

10. Invoice 
 
The Government may specify categories of goods or services in respect of 
which tax invoice shall be issued and also specify categories of services in 
respect of which any other document related to supply shall deemed to be a 
tax invoice and also specify categories of goods or services in respect of which 
tax invoice may not be issued. 
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DISCLAIMER 

This publication is intended to highlight the significant proposals made in the 

Finance Bill 2020 and same does not constitute any professional or legal 

advice/opinion. The material used in the preparation of this booklet has been 

sourced from various sources including the speech of the Finance Minister, 

websites of the Government and other publicly available information. The 

publication is for the internal use of our firm, our clients and professional 

colleagues. It is for private circulation only. The Finance Bill is yet to be enacted 

into Law and any person acting upon the proposed amendments should do so 

only after seeking proper professional advice. 
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