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The Finance Minister’s statement that “100 years of 
India wouldn’t have seen a budget being made post-
pandemic like this”, left the industry confounded – 
whether it meant the proposals would be a once-
in-a-century proposals or whether the budget was 
made in a manner never adopted before (viz., 
virtually during a Pandemic).

The pandemic has exerted pressure unforeseen 
in the recent past on Governments across the 
globe. Another significant aspect brought to fore 
by the pandemic was the disparity in income 
and wealth. The above context together with 
widespread discussions around the world had 
led to expectations of Covid cess, introduction of 
wealth tax, taxing the high-income earners etc. 
These have been put to rest by the Finance Minister. 
The proposals announced today are directional 
in nature with significant focus on expansion of 
economy instead of imposing / raising taxes. 

One of the very first significant proposal is the 
reduction in time limit for reopening assessments 
to 3 years (10 years for tax evasion related cases). 
This shows the Government’s intention of reducing 
litigation and uncertainty for the taxpayers. Next 
in line is the introduction of Dispute Resolution 
Committee for small taxpayers. While the need of 
the hour is to have an effective dispute resolution 
mechanism for all taxpayers, we can hope and 
expect the Government to implement the same once 
this pilot project takes off for small taxpayers. 

The proposed amendment relating to clarification 
on applicability of TDS rate on dividend income of 
FPIs to be in line with the Tax Treaty rate is also a 
very welcome rule providing much needed clarity. 
The Government has gracefully accepted industry’s 
recommendation for bringing in a clarity on law 
which was dampening quite a few transactions. 

With the many positives were some of the not so 
good amendments which could be challenging as 
far as the M&A space is concerned. The foremost 
being disallowance of depreciation on goodwill 
arising on account of various restructurings, an 
issue which was in a way settled by the Supreme 
Court in the favour of taxpayers. Goodwill has now 
been proposed to be excluded for depreciation 
purposes.

The scope of equalisation levy on non-resident 
e-commerce operators has also been expanded in 
scope.

Some of the other amendments include revision 
in due date for filing return of income, including 
belated and revised returns, provision for faceless 
proceedings before the income-tax appellate 
tribunal, reduction in time limit for assessment 
proceedings, amendment in procedure for 
conducting reassessment et al – all of which show 
the Government’s intent of making India a tax 
friendly jurisdiction. 

On the indirect tax front, the introduction of AIDC 
on several commodities may create inflationary 
pressures. However, the Budget in its entirety 
appears to be in the right direction for a Pandemic 
hit global economy. 

The highlights of the key policy announcements 
and tax proposals in the Budget are set out in the 
ensuing pages. I hope you will find this useful.

As always, I look forward to your comments and 
feedback.

Dinesh Kanabar
CEO

Foreword
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FINANCIAL SERVICES

• FDI limit to be increased from 49% to 74% in Insurance Companies. 
Majority of Board of Directors and KMPs to be resident Indians

• Asset Reconstruction Company Limited and Asset Management 
Company to be set up to take over existing stressed debt of banks and 
dispose them off to AIF/ other investors

• Debt financing of InvITs and REITs by FPIs to be allowed

• SEBI Act, 1992, Depositories Act, 1996, Securities Contracts (Regulation) 
Act, 1956 and Government Securities Act, 2007 to be consolidated into 
a single Securities Markets Code

• Permanent institutional framework for Corporate Bond Market to be 
created 

• Minimum loan size eligible for debt recovery under SARFAESI to be 
reduced to INR 2 million for NBFCs with minimum asset size of INR 1 
billion 

• NBFCs to be allowed to extend invoice financing to MSMEs to enhance 
their economic and financial stability

CORPORATE LAW 

• Procedural and technical compoundable offences under the LLP Act, 
2008 to be decriminalised 

• Set-up of One Person Companies (OPC) to be incentivised by:

 – eliminating restriction on paid-up capital and turnover 

 – permitting conversion into any other type of company at any time

 – reducing residency criteria for an Indian citizen to set up an OPC 
from 182 days to 120 days  

 – permitting NRIs to incorporate an OPC 

• e-Courts system will be implemented to strengthen the functioning of 
NCLTs 

6
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OTHER ANNOUNCEMENTS

• Development Financial Institution to be set-up with a capital of INR 200 
billion to facilitate infrastructure financing

• Two public sector banks and one general insurance company to be 
privatised 

• Voluntary scrapping policy to be proposed for phasing out old and unfit 
vehicles

• Mega Investment Textiles Parks to be launched to provide a boost to the 
textile industry

• Warehousing Development and Regulatory Authority will be strengthened 
to facilitate commodity market eco-system 

• Alternate methods of debt resolution and special framework for MSMEs 
to be introduced for faster resolution of cases 

7
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Direct Tax Proposals 
(slated to be effective from AY 2022-23 unless otherwise stated)

Personal tax 
• No change in personal tax rates, rebate, surcharge and ‘health and education cess’. The table 

summarizing the slab wise tax rates applicable to individuals is as under:

Income (INR)

Existing Rates

Alternate Regime
Age less than 60 
years

Age 60 years 
or more but less 
than 80 years 

Age 80 years or 
more

Up to 250,000 Nil Nil Nil Nil

250,001 – 300,000 5% Nil Nil 5%

300,001 – 500,000 5% 5% Nil 5%

500,001 – 750,000 20% 20% 20% 10%

750,001 – 1,000,000 20% 20% 20% 15%

1,000,001 – 1,250,000 30% 30% 30% 20%

1,250,001 – 1,500,000 30% 30% 30% 25%

Above 1,500,000 30% 30% 30% 30%

Exemption to senior citizens from filing 
tax returns

• Resident senior citizens (i.e. 75 years and 
above) exempted from filing tax returns subject 
to conditions

Interest accruing in Employee Provident 
Fund

• Interest accruing in Employee Provident Fund 
on employee contributions exceeding INR 
250,000 per annum from April 1, 2021 will 
be taxable

‘Liable to tax’ defined
•  ‘Liable to tax’ now defined - a person shall 

be considered as ‘liable to tax’ in a country, 
if there is a liability of tax on such person. A 
person will continue to be considered as liable 

to tax, even if no tax is payable on account of 
any exemption 

Taxation of ULIP
• Receipts from ULIPs (including bonus) issued 

on or after February 1, 2021 taxable, if the 
premium paid in any previous year exceeds 
INR 250,000 over the policy term

• Where a person invests in more than one 
ULIP, the exemption will be available only with 
respect to ULIPs, where aggregate premium 
does not exceed INR 250,000 

• ULIPs not eligible for exemption will qualify 
as capital asset. Gains on redemption of such 
ULIPs taxable at 10% if it qualifies as long-term 
capital asset

• STT to apply on maturity or partial withdrawal 
of ULIP not eligible for exemption 

TAX RATES AND TAXATION OF INDIVIDUALS
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Overseas retirement fund
• A new regime introduced for taxation of 

withdrawals from foreign retirement funds of 
Indian tax residents (contributed while they 
were non-residents)

• Rules on taxation of withdrawals from overseas 
retirement fund to be prescribed

Advance tax installment
• No interest under section 234C of the Act 

leviable for shortfall in payment of advance 
tax on under-estimation/ failure to estimate 
dividend income [other than deemed dividend 
under section 2(22)(e) of the Act]

• This amendment is slated to be effective from 
April 1, 2021 and would be applicable from AY 
2021-22 onwards

Leave Travel Concession 
• Tax exemption extended to cash allowances 

received in lieu of LTC 

• Exemption for cash allowances to be opted for 
by the employee and available only for the FY 
2020-21

• Lower of one third of the specified expenditure 
or INR 36,000 per person exempt

• Specified expenditure means expenditure on 
goods and services which are subject to a 
GST rate of 12% and above and have been 
purchased or procured from GST registered 
vendors/ service providers during the period 
commencing from October 12, 2020 to March 
31, 2021 
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AMENDMENTS RELATING TO BUSINESS RESTRUCTURING

Widening the scope of ‘slump sale’ 
definition

• Scope of ‘slump sale’ enlarged to include 
transfer of undertaking by any means including 
an ‘exchange’ where no cash consideration is 
involved

• This amendment is slated to be effective from 
April 1, 2021 and would be applicable from AY 
2021-22 onwards

Taxation on dissolution / reconstitution of 
the specified entity 

• Receipt of capital asset, money or any other 
asset by a specified person (partner, member, 
etc.) at the time of dissolution or reconstitution of 
the specified entity (firm, AOP, BOI, etc.) taxable 
as capital gains in the hands of specified entity

• Capital asset distribution up to capital balance 
of partner/member taxable in the hands of 
specified entity. FMV of capital asset distributed 
deemed to be full value of consideration

• Other Asset/ cash distribution in excess of 
capital balance taxable in the hands of specified 
entity

• Revaluation of any asset/self-generated 
goodwill to be ignored 

• This amendment is slated to be effective from 
April 1, 2021 and would be applicable from AY 
2021-22 onwards

Depreciation on goodwill 
• Goodwill no longer eligible for depreciation 

irrespective of the mode of its acquisition 

• If a ‘block of asset’, which includes goodwill 
is transferred, rules would be prescribed to 
determine, the written down value and the 
computation of short-term capital gains

• Where depreciation on goodwill has been 
obtained, the cost of acquisition for the acquirer 
(for the purpose of computing capital gains in 
the future) will be the amount of purchase price 
as reduced by the amount of depreciation so 
obtained upto AY 2020-21

• This amendment is slated to be effective from 
April 1, 2021 and would be applicable from AY 
2021-22 onwards

Public sector companies
• Reconstruction or splitting-up of a public sector 

company (including transfer of assets) into 
separate companies deemed to be a demerger

• In case of strategic disinvestment, where the share 
purchase agreement provides for a restriction 
on an immediate merger with the acquirer, 
carry forward and set-off of accumulated losses 
and unabsorbed depreciation, upto the date 
of such strategic disinvestment, to be allowed 
to the acquirer, if the merger of such erstwhile 
public sector company is achieved within 5 
years of expiry of restriction for merger 

• This amendment is slated to be effective from 
April 1, 2021 and would be applicable from AY 
2021-22 onwards
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INTERNATIONAL TAX 

AMENDMENTS WITH RESPECT TO FINANCIAL SERVICES SECTOR

Clarifications on Equalisation levy 
• Transactions which are taxable as “Royalty” 

or “Fees for technical services” under the Act 
read with Tax Treaty will not be subjected to 
Equalisation levy

•  ‘Online sale of goods’ or ‘online provision of 
services’ to include any of the following online 
activities:

 – Acceptance of offer for sale
 – Placing of purchase order
 – Acceptance of purchase order
 – Payment of consideration 

 – Supply of goods or provision of services, 
partly or wholly

• Consideration received or receivable from 
e-commerce supply or services to include 
consideration for sale of goods or services, 
irrespective of whether such goods or services 
are owned, provided or facilitated by 
e-commerce operator 

• Income arising from transactions entered on or 
after April 1, 2020 subjected to Equalisation 
levy will be exempt from income-tax

The above amendments are slated to be effective 
retrospectively from April 1, 2020.

Withholding tax
• Tax withholding on payments to FPIs to be 

restricted to Tax Treaty rates 

• Dividend income received by REIT/ InvIT from 
specified SPVs not subjected to tax withholding. 
This amendment is slated to be effective 
retrospectively from April 1, 2020.

Zero Coupon Bonds 
• Notified Infrastructure Debt Funds to be allowed 

to issue Zero Coupon Bonds

ADIA, SWF/ PF
• Tax exemption for ADIA/ SWF/ PFs extended 

to:

 – Investments made into a domestic holding 
company set up and registered after April 
1, 2021 which in turn will have a minimum 
75% investment in infrastructure entities

 – Investments in NBFC-IDF/ IFC provided 
it will have a minimum 90% lending to 
infrastructure entities 

 – Investment in Category I/ II AIF with a 
minimum 50% (earlier 100%) investment in 
specified infrastructure entities or InvIT

• Exemption to be prorated if investment by AIF/ 
holding company/ lending by NBFC-IDF/ IFC 
to infrastructure entities/ InvIT is less than the 
aforesaid thresholds

• Government to prescribe rules for calculation of 
aforesaid thresholds

• Exemption not available if investments in India 
are made out of direct or indirect loans and 
borrowings. Loans and borrowings specifically 
defined

• Condition for not undertaking commercial 
activity replaced by non-participation in day-
to-day operations of investee:

 – Relaxation provided with respect to 
monitoring mechanism for investment 
protection including right to appoint 
Directors or appointment of Executive 
Directors

• PF who may be ‘liable to tax’ but entitled to 
exemption in home country also eligible for tax 
exemption on qualifying investments 
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Safe harbour rules for fund management 
• Government to notify relaxation of tax residency 

related conditions for eligible Offshore Fund/ 
Fund Manager, where Fund Manager is located 
in IFSC and commences operations on or before 
March 31, 2024

Tax Incentives for IFSC
• Exemption from capital gains taxation extended 

to investment division of Offshore Banking Unit 
located in IFSC which:

 – has been granted Category III AIF 
registration by SEBI

 – has commenced operations on or before 
March 31, 2024

• Exemption from capital gains taxation arising 
to a specified Offshore Fund (Original Fund) 
and its investors/ shareholders, from transfer of 
assets to Resultant Fund in IFSC on account of 
relocation, before March 31, 2023:

 – Resultant Fund to be SEBI registered 
Category I, II or III AIF located in IFSC

 – Consideration for transfer of assets 

to be discharged by way of issue of 
proportionate shares or units or interest in 
the Resultant Fund 

 – Subsequent capital gains arising to non-
resident investors on account of sale of 
shares of an Indian company by Resultant 
Fund, also exempt, if such gains were not 
chargeable to tax but for relocation

 – Losses of underlying Indian company not 
to lapse on account of such relocation 

• Tax exemption for non-residents earning royalty 
income from lease of aircraft to IFSC unit (which 
has commenced operations on or before March 
31, 2024)

• Income from transfer of aircraft or aircraft 
engine leased by an IFSC unit to a domestic 
company (engaged in aircraft operation 
business), prior to such transfer, eligible for 
profit linked tax holiday 

 – IFSC Unit to have commenced operations 
on or before March 31, 2024

• Tax exemption provided to non-resident earning 
income from transfer of non-deliverable 
forward contracts entered with an Offshore 
Banking Unit of an IFSC

MAT

Adjustment to book profit under MAT 
provisions

• Where dividend income of foreign company is 
taxed at lower than MAT rate due to Tax Treaty, 
the dividend income and relatable expenditure 
are to be excluded while calculating the book 
profit of a foreign company

• If an APA or a Secondary adjustment results in 
increase in book profit of the current year, on 
filing of application by the taxpayer, the AO to 
recompute MAT liability for the past year(s)

• Time limit of 4 years to recompute the MAT 
liability would commence from the end of the 
financial year in which the said application is 
received by the AO
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ASSESSMENT PROCEDURES

Processing of tax return and reduction in 
time limit for assessment proceedings

• Scope of adjustments permissible while 
processing of returned income (i.e. summary 
assessment), expanded:

 – to allow for the adjustment on account 
of increase in income indicated in the 
tax audit report but not considered while 
computing the total income

 – to give consequential effect to amendment 
carried out in section 80AC vide Finance 
Act, 2018, relating to non-allowance of 
certain profit linked deductions, where the 
income-tax return is not filed within the 
prescribed due date

• Reduction in time limit for:

 – Processing of return of income: from 1 year 
to 9 months from the end of the FY in which 
the return is furnished

 – Issuance of notice for initiating scrutiny 
assessment: from 6 months to 3 months 
from the end of the FY in which the return 
is furnished

 – Completion of original assessment 
proceedings (non-transfer pricing cases) 
in respect of AY 2021-22 onwards: to 9 
months from the end of the respective AY 

New procedure for reassessment and 
search cases

• New procedure applicable to cases where 
income has escaped assessment and cases 
related search initiated after March 31, 2021

• Salient features of the new procedure for non-
search cases are as follows:

 – Information of income having escaped 
assessment should be available with the 
AO 

 – Prior approval of PCCIT/ PCIT to be 
obtained

 – An opportunity of being heard to be 
granted to the taxpayer and thereafter, the 
AO to decide whether it is a fit case for 
reassessment

•  ‘Information’ explained as: 

 – Information flagged (largely through 
computer-based systems) in accordance 
with the risk management strategy 
formulated by the CBDT

 – Final objection raised by the CAG 

• Time limit for issuance of notice for initiating 
reassessment proceedings:

 – Serious tax evasion cases and where 
income escaped/ likely to have escaped 
assessment of more than INR 5 million – 10 
years from the end of relevant AY

 – Other cases – 3 years from the end of 
relevant AY

• Search cases also covered under the new 
procedure for reassessment. Time limit for 
issuing reassessment notice or requirement to 
provide opportunity of hearing is not required
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TAX DISPUTE RESOLUTION

TAX INCENTIVES - START-UPS

Faceless proceedings before ITAT
• Faceless scheme for appeals before ITAT to be 

launched

Constitution of the Board for Advance 
Ruling 

• Threshold for non-applicability of tax audit 
increased to INR 100 million (earlier INR 50 
million) in cases where:

 – person carries on business; and
 – receipts and payments in cash during the 

relevant FY does not exceed 5% of the 
respective amounts

Discontinuance of Income-tax Settlement 
Commission (‘ITSC’)

• ITSC to be discontinued effective February 1, 
2021 and an Interim Board shall be constituted 
for settlement of pending cases. No application 
for settlement of cases shall be made on or after 
February 1, 2021

• Interim Board to comprise of 3 Members of 
the rank of Chief Commissioner of Income-tax. 
In case of difference of opinion amongst the 
Members on any point, decision of the Interim 
Board to be decided by the opinion of majority

• Pending applications with the ITSC, to be 
transferred to the Interim Board (unless the 
application is withdrawn by the taxpayer)

Dispute resolution scheme for small and 
medium taxpayers 

• DRCs to be constituted to resolve disputes 
and provide certainty to ‘small and medium 
taxpayers’

• Taxpayer to have the option to avail the scheme 
for dispute resolution through DRC

• Disputes where returned income is INR 5 million 
or less and total variation proposed is INR 1 
million or less eligible to make application 
before DRC

• DRC to have powers to reduce or waive the 
penalty or grant immunity from prosecution 

• Application cannot be made to DRC where:

 – There is detention, prosecution or conviction 
under certain laws

 – Order is passed pursuant to search/ 
survey or based on information received 
under Tax Treaty

Extension of benefits 
• Last day for incorporating a start-up eligible 

for claiming tax holiday extended to March 31, 
2022

• Capital gains tax exemption (arising on sale 
of residential property) available on investing 
in eligible start-ups extended up to March 31, 
2022
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TAX INCENTIVES – OTHERS

CHARITABLE TRUSTS AND INSTITUTIONS 

WITHHOLDING TAX

Incentives for Real Estate Sector 
• Tax holiday for ‘affordable housing project’ 

to also apply to ‘affordable rental housing 
projects’. Central Government to notify such 
projects and related conditions.

• Time-limit for approval of affordable housing 
project for availing tax holiday by the developers 
and builders extended to March 31, 2022 

Affordable housing 
• Safe-harbour limit increased from 10% to 20% 

for home buyers and real estate developers in 
case of sale of eligible residential units 

• Time-limit for sanctioning of loan for claiming 
deduction in respect of interest on loan taken 
by a home buyer extended to March 31, 2022

Rationalization of the provision of section 
10(23C) and section 11
• Corpus donation exempt only if it is invested or 

deposited in modes specified in section 11(5) 

• Excess application of income of earlier year(s) 
not eligible to be set-off in calculating exempt 

income of current year

• Utilisation of loans and borrowings will not 
be allowed as application for charitable or 
religious purposes. However, repayment of loan 
will be allowed as application in the year of 
such repayment

Deduction of tax as source on payment of 
certain sum for purchase of goods 

• TCS now replaced with TDS - Buyer now liable 
to deduct TDS at 0.1% on payment exceeding 
INR 5 million for purchase of goods from 
resident

• If no PAN is furnished, TDS rate to be increased 
to 5%

Deduction of tax at a higher rate in case 
of payment / credit to non-filers of return

• Higher TDS/ TCS applicable to taxpayers who 
have not filed tax returns for 2 preceding 
previous years and the time limit for filing such 
returns has lapsed

• The tax shall be withheld at higher of the 
following rates:

 – Twice the rate specified in relevant 
provisions of the Act

 – Twice the rate or rates in force
 – at 5%

• These provisions shall not be applicable where:

 – Tax is required to be deducted on salary 
payments, lottery winnings etc. 

 – Payment/ credit is made to non-resident 
who does not have a PE in India

Both the aforesaid amendments are slated to be 
effective from July 1, 2021
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TAX COMPLIANCE AND 
MISCELLANEOUS MATTERS 

Filing of tax returns
• Due date for filing tax return for partners of 

firms which are required to furnish transfer 
pricing report to be extended to November 30

• Last date for filing belated or revised tax return 
reduced from end of the relevant AY to 3 months 
prior to respective AY

Rationalisation of provisions relating to 
tax audit

• Threshold for non-applicability of tax audit 
increased to INR 100 million (earlier INR 50 
million) in cases where:

 – person carries on business; and
 – receipts and payments in cash during the 

relevant FY does not exceed 5% of the 
respective amount

Adjudicating authority under Prohibition 
of Benami Property Transaction (‘PBPT’) 
Act, 1988 

• Competent Authority under Smugglers and 
Foreign Exchange Manipulators (Forfeiture of 
Property) Act, 1976 to be the new Adjudicating 
Authority under the PBPT Act with effect from 
July 1, 2021

• Time limit for passing order under PBPT Act to 
be extended to September 30, 2021 for orders 
due to be passed between July 1, 2021 and 
September 29, 2021

Miscellaneous
• LLP ineligible for presumptive taxation for 

professionals

• AO empowered to make provisional attachment 
of property of taxpayer where penalty for ‘false 
entry’ in books of account (including cases of 
fake invoices) is likely to exceed INR 20 million 
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Indirect Tax Proposals

CUSTOMS – KEY LEGISLATIVE CHANGES 

Customs Act, 1962 
Applicable from February 2, 2021

• A new levy, ‘Agriculture Infrastructure and 
Development Cess’ (AIDC) is proposed to be 
introduced on specified 25 product categories 
for financing agriculture infrastructure and 
other development expenditure. Consequential 
reduction has been made to the rate of Basic 
Customs Duty on such products

• Provisions have been introduced to allow job 
work on materials (other than gold, jewellery 
and other precious metals) imported under 
concessional rate of duty subject to fulfilment of 
certain conditions and procedures

Applicable from enactment of the Finance Bill

• The importer of goods is now required to present 
the bill of entry one day (including holidays) 
prior to arrival of the aircraft/ vehicle/ vessel 
at the custom station. Previously, bill of entry 
was to be presented by end of the next day 
following the day (excluding holidays) on 
which the aircraft/ vessel/ vehicle arrives at the 
custom station. Further, CBIC in certain cases 
may specify the time limit for presentation of 
the bill of entry which shall not be later than the 
date of arrival of the vessel/ aircraft/ vehicle

• Goods entered for exports could be confiscated 
in situations of a wrongful claim for remission or 
refund of any duty or tax or levy in contravention 
of the provisions of the Customs Act, 1962 or 
any other law for the time being in force

• There shall be levied a penalty not exceeding 
five times of the refund claimed on export of 
goods by utilizing Input Tax Credit (under the 
GST Laws) on invoices obtained by fraud, 
collusion, wilful misstatement or suppression of 
facts

• Common Customs Electronic Portal to be 
notified by the CBIC for facilitating registration, 
filing of bill of entry, shipping bills, payment of 
duty and other documents/ forms prescribed 
under the Customs Act or any other law for the 
time being in force

• Provisions have been inserted to allow 
amendments of documents (bill of entry, 
shipping bill etc.) using the customs automated 
system based on certain criteria. Furthermore, 
documents can be amended on the Common 
Portal by the importer or exporter in certain 
situations to be specified by the CBIC

• Amendment has been proposed for enabling 
online service of orders, decisions, summons, or 
notices issued under the Customs Act, 1962 or 
Rules thereunder on the common portal

• Any conditional exemption notification issued 
henceforth shall be valid for 2 years till March 
31 falling immediately from the date of such 
grant or variation. Further, any exemption 
which is in force as on the date on which 
Finance Bill 2021 receives Presidential assent, 
the period of 2 years shall be reckoned from 
February 1, 2021 and shall remain valid until 
March 31, 2023

• Time limit of 2 years has been specified for 
issuing a show cause notice from the date 
of initiation of audit, search, seizure, and 
summons. The Principal Commissioner or the 
Commissioner of Customs has the power to 
extend such time limit by one year on sufficient 
grounds. The said time limits will not apply to 
proceedings which have been initiated before 
the Finance Bill 2021 receives presidential 
assent.

Customs Tariff Act, 1975
Applicable from enactment of the Finance Bill

• Provisions have been introduced for modify 
CVD/ ADD which includes the following:

 – Modification/ change of duty to counter 
the impact of any absorption of CVD or 
ADD in a situation where a decrease in 
export price dilutes the intended impact of 
the CVD or ADD imposed earlier or other 
specified situations

 – CVD or ADD shall not be applicable to 
products imported by a 100% EOU or a 
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SEZ unit unless the product is cleared as 
such or after manufacture into the domestic 
tariff area, or other specified situations

 – Temporary revocation of CVD or ADD shall 
be for a period not exceeding one year at 
a time

 – Imposition of CVD or ADD for a period 
upto 5 years at a time, instead of 5 years 
at present

KEY CHANGES IN CUSTOMS DUTY RATES 

Changes in Customs duty slated to be effective from February 2, 2021 (Unless specified otherwise)

Chapter/ Chapter 
heading/ Tariff item

Particulars Old rate New Rate

3925
Builders ware of Plastics, not elsewhere specified or 
included

10% 15%

5201 Raw Cotton Nil 5% + 5% AIDC

7204
Iron and steel scrap, including stainless steel scrap [up 
to March 31, 2022]

2.50% Nil

7318 Screw, bolts, nuts, etc. of iron and steel 10% 15%

8414 30 00 Compressors of a kind used in refrigerating equipment 12.50% 15%

8512 90 00 Parts of electrical lighting or signaling equipment 10% 15%

8714 Various auto parts (Two-wheelers) 10% 15%

8504 40 Solar Inverters 5% 20%

Any chapter

Inputs or parts for manufacture of parts of cellular 
mobile phone such as printed circuit board assembly, 
camera module, connectors etc. (to be effective from 
April 1, 2021)

Nil 2.50%

Any chapter
Inputs or raw materials (other than Lithium-ion cell and 
PCBA) of Lithium-ion battery or battery pack (to be 
effective from April 1, 2021)

Nil 2.50%

CGST Act, 2017 
Applicable from enactment of the Finance Bill 
(unless otherwise prescribed)

• Scope of Supply to include activities or 
transactions, by a person, other than an 
individual, to its members or constituents or 
vice-versa for consideration (slated to be 
effective retrospectively from July 1, 2017) 

 – Further the explanation to the new sub-
section clarifies that the person and its 
members or constituents shall be deemed 
to be two separate persons

• Additional condition proposed for availment of 
credit stipulates that the details of the invoice/ 
debit note must be furnished by the supplier in 
the statement of outward supplies (GSTR-1) and 
such details should have been communicated to 
the recipient of such invoice /debit note.
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 – As a result of the amendment, the recipient 
per se cannot take a credit if the supplier 
has not reported the details of the invoice 
in its returns. Rule 36(4) of the CGST Rules, 
however provides for an additional 5% 
credit of matched invoices. Since Section 
43A [which is notwithstanding Section 
16(2) of the CGST Act] is yet to be notified, 
there is a contradiction between the 
amendment and Rule 36(4)

• The mandatory requirement of undertaking 
Annual Audit for specified persons is done 
away with and is replaced by a self-certified 
reconciliation statement to be submitted along 
with the annual return. It is expected to be 
notified for FY 2020-21 and onwards. The due 
date for filing of annual report for FY 2020-21 
onwards is to be prescribed

• Interest on net cash liability to be paid instead 
of on gross liability (slated to be effective 
retrospectively from July 1, 2017)

• For the purposes of initiating “recovery of tax” 
proceedings for self-assessed tax, the term 
self-assessed tax shall include tax on outward 
supplies declared in GSTR-1, however not 
declared in GSTR-3B

• Provisional attachment of property, including 
bank accounts, to protect revenue interest was 
restricted only to non-filers, unregistered dealers 
in cases of summary assessment and show 
cause notices. It is proposed to be extended to 
all situations of assessments, inspection, search, 
seizure, arrest, demands and recovery. The 
provision has also been extended to any person 
who retains the benefit of a transaction covered 
under specified situations (cases of invoicing 
without supply and vice-versa, credit without 
receipt of supply, incorrect distribution of credit 
etc.)

• Proceedings for detention, seizure, release 
and confiscation of goods and conveyances in 
transit (under section 129 and 130 of the CGST 
Act) proposed to be a separate proceeding 
from recovery of tax proceedings under section 
73 and 74 of the CGST Act

• The following amendments are proposed to be 
introduced under section 129 of the CGST Act:

 – Penalty: Proposed to be increased from 
100% to 200% of tax payable. Currently 
the provision also prescribes for recovery 
of tax, which is amended to recover penalty 
as above 

 – Notice for levy of penalty to be issued in 7 
days of detention or seizure and passing of 
an order in 7 days of from date of service 
of notice

 – Where the person transporting goods/ 
owner of goods fails to pay the penalty 
within 15 days, the goods or conveyance 
detained or seized can be sold or disposed-
off

 – A pre-deposit of 25% for filing an appeal 
against penalty imposed 

• Confiscation proceedings to be initiated 
independently for specified offences of evasion 
of tax. In such cases fine and penalty to be 
limited to 100% of the tax amount

• The powers of the commissioner are proposed 
to be extended to call for any information 
(by order) relating to any matter dealt with in 
connection with the CGST Act, which was earlier 
restricted to statistical information for notified 
cases. Information collected cannot be used for 
proceedings without granting opportunity of 
being heard

IGST Act 
Applicable from enactment of the Finance Bill

• The following amendments are proposed to be 
introduced under the IGST Act:

 – The benefit of Zero-rate for supplies made 
to SEZ will be available only for authorized 
operations

 – With respect to zero-rated supplies, the 
option of payment of IGST and claiming 
refund has been restricted to specified class 
of persons or class of goods or services 
which may be notified

 – Substantive amendment in line with Rule 
96B of the CGST Rules, 2017 prescribing 
receipt of foreign exchange within the 
time-limit prescribed under FEMA, as a 
condition for refund of unutilised input tax 
credit in case of export of goods
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Glossary of Terms

Abbreviation Meaning

AAR Authority for Advance Rulings

ADIA Abu Dhabi Investment Authority

Act Income-tax Act, 1961

AIF Alternative Investment Fund

AO Assessing Officer

AOP Association of persons

AY Assessment Year

ADD Anti Dumping Duty

AIDC Agriculture Infrastructure and Development Cess

BOI Body of Individuals

CBIC Central Board of Indirect Taxes and Customs

CAG Comptroller and Auditor General of India

CGST Act Central Goods and Services Tax Act, 2017

CGST Rules Central Goods and Services Tax Rules, 2017

CVD Countervailing duty

CBDT Central Board of Direct Taxes

DRC Dispute Resolution Committee

EOU Export Oriented Unit 

FEMA Foreign Exchange Management Act, 1999

FY Financial Year

FDI Foreign Direct Investment

FPI Foreign Portfolio Investment

GST Goods and Services Tax

HUF Hindu Undivided Family

IFSC International Financial Service Centre

IGST Integrated Goods and Services Tax

INR Indian Rupee

InvIT Infrastructure Investment Trusts

ITAT Income-tax Appellate Tribunal
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Abbreviation Meaning

ITSC Income-tax Settlement Commission

KMP Key Managerial Personnel

LLP Limited Liability Partnership

LTC Leave Travel Concession

MAT Minimum Alternate Tax

MSME Micro, Small and Medium Enterprises

NBFC Non-Banking Financial Companies

NBFC-IDF/ IFC
Non-Banking Financial Companies Infrastructure Debt Fund / 
Infrastructure Finance Company

NCLT National Company Law Tribunal

NRI Non-resident Indian

OPC One Person Company

PAN Permanent Account Number

PCCIT/PCIT
Principal Chief Commissioner of Income Tax / Principal 
Commissioner of Income Tax

PE Permanent Establishment

PF Pension Fund (Offshore)

REIT Real Estate Investment Trust

SARFAESI
The Securitisation and Reconstruction of Financial Assets and 
Enforcement of Securities Interest Act, 2002

SCN Show Cause Notice 

SEBI Securities and Exchange Board of India

SEZ Special Economic Zone

SPV Special Purpose Vehicle

STT Securities Transaction Tax

SWF Sovereign Wealth Fund

Tax Treaty Double Taxation Avoidance Agreement

TDS Taxes Deducted at Source

TCS Tax Collected at Source

UEN Unique Entity Number

ULIP Unit-linked Insurance Plan
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Dhruva Advisors LLP is a tax and regulatory 
services firm, working with some of the largest 
multinational and Indian corporate groups. Its 
brings a unique blend of experience, having 
worked for the largest investors in India, advising 
on the largest transactions and on several of the 
largest litigation cases in the tax space. We also 
work closely with the Government on policy issues 
and with our clients on advocacy matters.

Key differentiators:

 z Strategic approach to complex problems

 z In-depth, specialised and robust advice

 z Strong track record of designing and 
implementing pioneering solutions

 z Trailblazers in tax controversy management

 z Long history of involvement in policy reform

 z Technical depth and quality

We believe in thinking out of the box, handholding 
our clients in implementing complex solutions 
and working towards achieving results. We have 
offices in Mumbai, Ahmedabad, Bengaluru, Delhi, 
Pune, Kolkata, Dubai and Singapore. We advise 
clients across multiple sectors including financial 
services, IT and IT-enabled services (ITES), real 
estate and infrastructure, telecommunications, oil 
and gas, pharmaceuticals, chemicals, consumer 
goods, power, as well as media and entertainment.

Dhruva Advisors is a member of the WTS Alliance, 
a global network of selected firms represented in 
more than 100 countries worldwide.

Our recognitions

• Dhruva Advisors has been 
consistently recognised as the “India 
Tax Firm of the Year” at the ITR Asia 
Tax Awards in 2017, 2018, 2019 
and 2020.

• Dhruva Advisors has also been 
recognised as the “India Disputes 
and Litigation Firm of the Year” at 
the ITR Asia Tax Awards 2018 and 
2020.

• W T S Dhruva Consultants has been 
recognised as the “Best Newcomer 
Firm of the Year” at the ITR European 
Tax Awards 2020.

• Dhruva Advisors has been 
recognised as the “Best Newcomer 
Firm of the Year” at the ITR Asia Tax 
Awards 2016.

• Dhruva Advisors has been 
consistently recognised as a Tier 1 
Firm in India’s ‘General Corporate 
Tax’ and ‘Indirect Tax’ ranking tables 
as a part of ITR’s World Tax Guide. 
The firm is also listed as a Tier 1 firm 
for India’s ‘Transfer Pricing’ ranking 
table in ITR’s World Transfer Pricing 
guide.
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MUMBAI 
Dinesh Kanabar
CEO
dinesh.kanabar@dhruvaadvisors.com

MUMBAI/AHMEDABAD
Mehul Bheda
mehul.bheda@dhruvaadvisors.com

BENGALURU
Ajay Rotti
ajay.rotti@dhruvaadvisors.com

DELHI/NCR
Vaibhav Gupta 
vaibhav.gupta@dhruvaadvisors.com

PUNE
K Venkatachalam
k.venkatachalam@dhruvaadvisors.com

KOLKATA
Aditya Hans
aditya.hans@dhruvaadvisors.com

DUBAI
Nimish Goel 
nimish.goel@dhruvaadvisors.com

SINGAPORE
Mahip Gupta
mahip.gupta@dhruvaadvisors.com

Our Offices:

Mumbai
One World Center, 11th floor
Tower 2B, 841 Senapati Bapat Marg
Elphinstone Road (West)
Mumbai 400 013 
Tel:+91 22 6108 1000/ 1900 

Ahmedabad
B3, 3rd Floor, Safal Profitaire
Near Auda Garden  
Prahladnagar, Corporate Road 
Ahmedabad – 380 015
Tel: +91 79 6134 3434

Bengaluru
Prestige Terraces, 2nd Floor 
Union Street, Infantry Road 
Bengaluru 560 001
Tel: +91 80 4660 2500

Delhi/NCR
101 & 102, First Floor  
Tower – 4 B, DLF Corporate Park 
M.G. Road, Gurgaon 
Haryana 122 002
Tel: +91 124 668 7000

Pune
305, Pride Gateway 
Near D-Mart, Baner 
Pune – 411 045
Tel: +91-20-6730 1000

Kolkata
4th Floor, Unit No 403, Camac Square 
24 Camac Street, Kolkata
West Bengal – 700016 
Tel: +91 33 6637 1000

Dubai
WTS Dhruva Consultants
U–Bora Tower 2, 11th Floor  
Office 1101, Business Bay 
P.O. Box 127165
Dubai, UAE
Tel: +971 56900 5849

Singapore
Dhruva Advisors (Singapore) Pte. Ltd.
20 Collyer Quay, #11-05 
Singapore – 049319
Tel: +65 9105 3645


