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President’s Communiqué
Direct Tax Amendments

Indirect Tax Amendments

INCOME TAX BAR ASSOCIATION, RIAPUR




Dear Members,

After having hectic professional work like tax audits, successful e-
assessment etc. now we have entered into Budget Month of New Year
2020. Friends, Hon’ble Finance Minister Niramala Sitharaman on 1st
February, 2020 while presenting Budget, 2020 introduced a new
optional Personal Income Tax system and announced multi-billion
dollar farm, infra, and a healthcare package to revive growth in the
country. Emphasizing on capacity building and empowerment of
marginalized sections of the society while protecting the wealth
creators, Sitharaman said this Budget will boost income and purchasing
power of the people. Finance Minister also raised the bank depositor’s
CA B. SUBRAMANYAM insurance coverage to Rs 5 lakh from Rs 1 lakh. The Budget highlights
are published elsewhere in the news letter. It is clearly reflected in the
finance bill that emphasis has been given on more digitisation of the economy by making amendments
in the direct taxes. New regime of optional personal income tax system has been introduced, the
success of which depends on how the financial markets reacts to it over the time.

From the Tax revenues perspective, 2019-20 is proving to be a dysfunctional year. The government had
budgeted gross tax revenues of Rs 24.59 lakh crore. There is likely to be shortfall of Rs. 3.5 - 3.75 lakh
crore in gross tax collections of the Centre.

The income tax department has also launched a faceless e-assessment scheme to eliminate interface
between an assessing officer and a taxpayer. To begin with, 58,322 income tax cases have been selected
under the National e-Assessment Center (NeAC).There is pressure on the government in meeting
revenue target due to sagging economy. The economy has hit six-year low of 5% during the first half of
the current fiscal. The overall growth of the current fiscal likely to remain subdued and various estimate
indicates that the GDP growth to be lower than 5 per cent, putting pressure on the tax collection.
Besides, the government decision to lower corporate tax rate will have revenue implication of Rs. 1.45
lakh crore and rollback of enhance surcharge and other measures will also bring down tax collection.

As per the 2020 edition of World Bank’s Ease of Doing Business ranking, India jumped 14 places to 63 in
the overall ranking, riding on the sustained business and economic reforms undertaken by the
government over the past several years. India has climbed 79 positions in the last five years and has
been among the top ten performers for the third year running. According to reports, India improved its
ranking on seven out of ten indicators tracked by the World Bank with the highest 56-place jump to 52
in resolving insolvency. We are hopeful and confident that this will indeed be achieved. This will help us
in attracting foreign investment, boosting the sluggish economy and thereby enhancing the country’s
overall competitiveness.

Recently, the bar has got the opportunity to facilitate newly posted Chief Commissioner of Income Tax
Raipur Shri Rajkumar Lachhiramka where a representation was made by the bar for various issues being
faced by the our members in the department in day to day working. The CCIT has assured to look into
the matter and take necessary steps in this regard.


https://economictimes.indiatimes.com/wealth/tax
https://economictimes.indiatimes.com/budget
https://economictimes.indiatimes.com/topic/tax-revenues

We are also pleased to inform that Past President of our IT Bar, Raipur CA R.B. Doshi has been Co-opted
as a Member of National Executive Committee (NEC) of All India Federation of Tax Practitioner for the
term 2020 and 2021. IT Bar extends him congratulations and best wishes for this new assignment.

| would request all the members to kindly give suggestions for improvement of the bar activities so that
we can plan the programme accordingly that cater to the need of the members. Your active
participation in the activities of the bar association will definitely encourage us.

Looking forward to continued support and guidance from all the members.

Yours Sincerely

CA. B. Subramanyam
President, IT BAR, RAIPUR
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I  DIRECT TAXES

A TAXRATES

PERSONAL TAX
- No change in tax slab for individuals who opt forexemptions/ L
deductions: CA VINAY SHARMA
Age below 60 Age over 60 years Age over Tax
Years butless 80 years Rate
than 80years
INR 250,000 to |INR 300,000 toINR - 5%
INR 500,000 500,000
INR 500,001 to |INRS00,001t0INR | |NR 500,001 | 20%
INR 1,000,000 1,000,000 to INR
1,000,000
Above INR | Above INR | Above INR 30%
1,000,000 1,000,000 1,000,000

- Notax on individual having taxable income upto INR 500,000 as a result
of rebate of INR 12,500

- Newtaxregimeforindividualsand HUF who optnottoclaim certain exemptions/

deductions:

Total Income Tax Rate
INR 250,001 to INR 500,000 5%
INR 500,001 to INR 750,000 10%
INR 750,001 to INR 1,000,000 15%
INR 1,000,001 to INR 1,250,000 20%
INR 1,250,001 to INR 1,500,000 25%
Above INR 1,500,000 30%

- Option for new tax regime has to be exercised at the time of filing of the return ofincome:
0 Incaseofnobusinessincome,optiontobeexercisedevery year; and
0 Incase of business income, option once exercised shall apply for all

subsequent years. Facility is provided for withdrawing the option once and
thereafter the tax payer shall never be eligible to exercise the option

! Proposed amendments are effective from A.Y. 2021-22 unless otherwise specified
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Below are the list of Exemptions/ deductions which will not be available to the individual or HUF,
if opt to pay tax under the new tax rate structure:

=  Standarddeduction and profession tax paid from salary

= Leave travel concession

= House rentallowance

=  Allowancesgrantedinthe course of performance ofduties

=  Allowances of Parliamentarians

= Exemptiononaccountofclubbing ofincome of minor child

= Interest on home loan for self-occupied property

=  Set-off of loss from let-out house property against any other head ofincome

=  Additional depreciation on plant & machinery

=  Deductions of payment for scientific research/ programs for conservation of natural
resources

= |nvestment linked and profit linked deductions other than contribution to pension
scheme under section 80CCD(2) and new workmen deduction under section
80JJAA

=  Deductioninrespect ofincome from family pension

= Set-off of brought forward losses pertaining to specified allowance or unabsorbed
depreciation on account of additional depreciation on plantand machinery.

CORPORATE TAX

Effective Tax Rate for Domestic Companies

Total Not opting for Opting for
Income concessional tax concessional tax
Turnover not Turnover Others| New
more than INR| more than (u/s manufactu
400 INR 400 115BA ring Co. (u/s
crores crores A) 115BAB)
Upto 26.00% 31.20% 25.17% 17.16%
INR1
Crore
INR 1 to 27.82% 33.38% 25.17% 17.16%
10crores
Above INR 29.12% 34.94% 25.17% 17.16%
10crores
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=  Basic tax rates for domestic companies remain unchanged

= MAT for companies under old regime continues at 15%

= |tis proposed to include domestic companies engaged in generation of electricity for
concessional tax rate of 15%

=  Basic tax rate for foreign companies remains unchanged at 40%

FIRMS
- Basic tax rate remains unchanged at 30%

CO-OPERATIVE SOCIETY
- Nochange intax slab for co-operative societies which opts for exemptions/

deductions:

Total Income Tax Rate
Upto INR 10,000 10%
INR 10,001 to INR 20,000 20%
Above INR 20,000 30%

- Taxrateforco-operative societies optingfornewtaxregime, is proposed to be
22% uls 115BAD subject to certain condition and AMT shall not be
applicable.

Conditions:
Exemptions/ deductions to be given up are as under:

o] Exemption for SEZ incomes, additional depreciation, weighted
deduction for scientific research expense and other specified/ profit
linked deduction or deductions under Chapter VI-A,;

0 Set-off of loss, where such loss relates to any of the exemption/
deduction referredabove;

o] Set-off of unabsorbed additional depreciation; and
AMT credit

HEALTH & EDUCATION CESS

- TheHealth & Education Cess remains unchanged at 4%
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SURCHARGE ON INCOME-TAX

- Surcharge for domestic and foreign companies  remains
unchanged as follows:
_ Domestic Domestic Foreign
Particulars Company Company | Company
Old regime New regime

IncomeuptoINR1 crore - 10% -
Income exceeding INR 1 7% 10% 204
crore but not exceeding
INR
10 crore
Income exceeding INR 10 12% 10% 5%
crore

- Surcharge for Individuals, HUF, AOP and BOI remainsunchanged as follows:

Income exceeding INR 5 crores

Particulars Surcharg
e
Income exceeding INR 50 Lakhs but not exceeding INR 1 crore 10%
Income exceeding INR 1 crore but not exceeding INR 2 Crs 15%
Income exceeding INR 2 crores but not exceeding INR 5Crs 25%*
37%*

*Highersurchargeshallnotbeapplicable oncapital gainsarisingontransfer of listed shares/

equity oriented mututal funds

- Surcharge for firms remains unchanged at 12% on the total income

exceeding INR 1crore

- Surcharge for co-operativesocieties

Particulars Old regime New regime
Income upto INR 1crore - 10%
Income exceeding 7% 10%

INR 1 crore




Direct Tax Amendments - Budget 2020

B REMOVAL OF DIVIDEND DISTRIBUTION TAX AND INCOME DISTRIBUTION TAX

Presently, DDT is payable by the company on dividend distributed/ paid to the
shareholders

Similarly, IDT is payable by the mutual funds onincome distributed to unitholders

Resident shareholders (other than domestic companies and specified trusts/
institutions) receiving dividend exceeding INR 10 Lakhs in a year, are subject to
tax at10 %

Income distributed by mutual fund on units are exempt in the hand of the unit
holder

It is now proposed that:

0 The company would not pay DDT on dividend declared/ paid/
distributed after 31st March 2020;

o  Similarly mutual funds would not pay IDT on income paid/ distributed
after 31st March 2020;

0 Such dividend/ income is chargeable in the hands of the
shareholders/ unit holders;

0  Shareholders/ unit holder shall be allowed deduction of interest
expense subject to maximum of 20% of such income. No other
expensesshall be allowed; and

o Dividend/income would be taxable at normal rates

Such dividend/ income would not be taxed in the hands of pass through
entities

Company receiving dividend shall be permitted to set-off to the extent of
dividend declared till one month prior to the due date of return of income.

Consequential amendments are also made whereby TDS would be liable on such
incomeatprescribedratesastabulatedhereunder:

Particulars Rate I\.Ion-. )
applicability
TDS on dividend 10% Ifdoesnotexceed
INR 5,000

TDS on income distributed on 10% Ifdoesnotexceed
units of mutual fund INR 5,000
TDS on income distributed by | 10% for resident No thresholdlimit
business trusts 5% for non-resident in case

of interest and 10% for

dividend
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TDS on dividend/ income At rates inforce No thresholdlimit
distributed on units to non-

resident

C BUSINESS CONNECTION

The Finance Act, 2018 amended the definition of business connection to
include significance economic presence (SEP) of a non-resident in India.
Applicability of SEP provision is deferred to AY 2022-23

INCOME FROM ADVERTISEMENT/ DATA COLLECTED FROM INDIA

Income attributable in relation to the operation carried outin India, is expanded to
include the following:

0 income earned from advertisement which targetsindian customer

o income from sale of data collected from India; and
0 income from sale of goods/ services using data collected from India

Rulesforattributionof profitwillbe madeapplicablefromA.Y 2022- 23.
D START-UPS

RELAXATION FOR CLAIMING DEDUCTION
Presently, profits of eligible start-ups are 100% exempt for 3 consecutive
years out of 7 years provided the total turnover of its business does not exceed
INR 25 croresin any year

It is now proposed to increase the turnover limit to INR 100 cores and time limit
of 7 years to 10 years

TAX ON ESOP GRANTED BY START-UPS

Presently, perquisite tax on shares issued on exercise ESOPs to employeesis
payable atthe time of exercise ofthe ESOP

Itisnow proposedto defer payment of perquisite tax to 14 days from earlier of:

o  Expiry of 48 months from the end of assessment year in which the
option is exercised;or

0 Thedate of sale of share/ security by the employee; or
o thedate when he ceases to be an employee

Tax shall be payable at the rates applicable for the year in which option was
exercised.
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E REAL ESTATE SECTOR

COST OF ACQUISITION OF LAND AND BUILDING

Presently, cost of acquisition in respect of land or building or both, acquired on or
before 1% April, 2001 shall be either actual cost of acquisition or FMV as on 1%
April,2001, whicheverishigher

It is proposed that the FMV shall not exceed the stamp duty value on 15 April
2001

DEDUCTION OF INTEREST ON LOAN AVAILED FOR AFFORDABLE HOUSING
Presently, foranindividualto avail deduction ofinterestonhousing loan taken from

a financial institution, the loan should have been sanctioned on or before 31%
March, 2020

Itis proposed to extend the said time limitto 31 March, 2021

EXTENSION OF TAX INCENTIVES FOR AFFORDABLE HOUSING
Presently, for availing deduction of profits u/s 80-IBA from affordable residential
housing project, the project has to be approved by the competent authority on or
before 315 March, 2020

ltis proposed to extend the time limit for obtaining approval to 315 March, 2021

INCREASE IN SAFE HARBOUR LIMIT u/s 43CA, 50C and 56
Presently, if stamp duty value exceed 5% of the consideration, such differenceisto
be included while computing business income or capital gainsinthe hands of seller
anddeemedincomeinthehands of the recipient

Itis proposed to extend the safe harbor limit from 5% to 10%

F RATIONALISATION OF PROVISION RELATING TO FORM 26AS

Form 26 AS will now also provide information such as purchase/ sale of shares/
immovable propertiestoenabletheassesseetouse such details for filing ROl and
calculate correct tax liability. These amendments will take effect from 1°
June, 2020
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G TAXAUDITAND TRANSFERPRICING

TAX AUDIT APPLICABLITY

Presently, tax auditis required if business turnover exceeds INR 1 crore

In order to promote cashless economy it is now proposed to increase the turnover
limit to INR 5 crores if cash receipts do not exceed 5% of all receipts and cash
paymentsdonotexceed5%ofallpayments

This amendment in applicable from AY 2020-21

Though,itisproposedtoincrease monetarylimitforapplicability of taxauditfromINR
1 crores to INR 5 crores, for businesses not having cash receipts/payments
exceeding  prescribed  limit,  for individual/HUF carrying onsuch business,
thelimitofINR 1crorefor TDS would continue toapply

DUE DATE FOR TAX AUDIT REPORT
Presently, the due date for obtaining tax auditreportis same asthe duedateforfiling
ROl.i.e.30"September (wheretransfer pricingis not applicable)

Itis now proposed, to extend the due date for filing return ofincome to 31%' October.
However, tax audit report and various other reports under the ITA have to be
obtained by 30" September

This amendment is applicable from AY 2020-21.

H VIVAD SE VISHWAS SCHEME, 2020
In the last budget “Sabka Vishwas Scheme” was brought in to reduce litigation in
indirect taxes which resulted into settlement of more than 1,89,000 cases. Currently,
4,83000 direct tax cases are pending before various appellate forums i.e.
Commissioner (Appeals), ITAT, High Court and Supreme Court.

All taxpayers whose appeals are pending at any level as on 31.01.2020 can take
benefit of this scheme by only paying the amount of the disputed taxes before
31% March, 2020 and will get immunity from interest, penalty and prosecution.
Person availing the scheme after 315'March, 2020 will have to pay some additional
amount. The scheme willremain open till 30" June, 2020

A declaration in accordance with the provisions of section 4 in respect of tax
arrear, then, notwithstanding anything contained in the Income-tax Act or
any other law for the time being in force, the amount payable by the
declarant under this Act shall be as under, namely:—
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SL Nature of tax arrear Amount payable Amount payable
No. under this Act on under this Act on or after
or before the the 1st day of April, 2020
31st day of but on or before the last date.
March, 2020.
(a) where the tax arrear is amount of the The aggregate of the amount
the aggregate amount disputed tax. of disputed tax and ten per
of disputed tax, interest cent. of disputed tax:
chargeable or charged
on such disputed tax Provided that where the ten per
and penalty leviable or cent.of disputed tax exceeds
levied on such disputed the aggregate amount of
ax. interest chargeable or charged

on such disputed tax and
penalty leviable or levied on
such disputed tax, the excess
shall be ignored for the purpose
of computation of amount
payable under this Act .

(b) where the tax arrear twenty-five per cent. thirty per cent. of disputed
relates to disputed of disputed interest interest or disputed penalty or
interest or disputed or disputed penalty disputed fee.
penalty or disputed fee. or disputed fee.

I IMPROVING EFFECTIVENESS OF TAX ADMINISTRATION

MODIFICATION OF E-ASSESSMENT SCHEME
Presently, e-assessment scheme does not cover best judgment assessment,
whichis now proposed to be made applicable. This amendment shall take effect
from 1 April, 2020

E-APPEAL

Itis proposed to launch an e-appeal scheme on the similar lines as e- assessment
scheme. This amendment shall take effect from 1% April, 2020

STAY OF DEMAND BY INCOME TAX APPELLATE TRIBUNAL

Presently, the ITAT can pass stay order for period of 180 days, which can be
extended for a further period not exceeding 185 days ifitis satisfied that the delay
indisposing of appeal is not attributable to the assessee

It is now proposed that such stay upto 180 days would be granted subject to
payment of 20% of demand or security of anequal amount is furnished.

These amendments shall take effect from 15 April, 2020

E-PENALTY PROCEEDING

Proceedingsforpenaltyareproposedtobe madefacelessforwhich an appropriate
scheme will be notified. This amendment shall take effect from 15 April, 2020
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PENALTY FOR FAKE INVOICES
It is proposed to levy penalty for:
o recordingfalse entry inthe books of accounts; and

o omission of an entry relevant for computation of total income to
evade tax liability

The penalty shall be equivalent to the aggregate amounts of such entries in the
hands of the person recording/ omitting to record such entries

Penaltyshallbealsolevied onthe personwho causestheaforesaid personto
record suchfalse entries ortoomitsuchentries

The penalty shall be equivalentto the aggregate amounts of such entries, in the
hand of such other person

The above penalty shall be in addition to other penalties under the ITA

J RESIDENTIAL STATUS

INDIAN CITIZEN OR PERSON OF INDIAN ORIGIN

Presently, an assessee is considered as resident in India if:
0 hisperiodofstayinIndiaduring the yearis 182 days or more
0  Having been in India in preceding 4 years for 365 days is in India for a
period of 60 days. In respect of Indian citizen or POl who has come to
Indiaon visit, the period of 60 daysis replaced by 182 days
ltisnow proposedthatsuch Indian citizen or POI, who come onvisit to India, period
of 182 days shallbe replaced by 120 days

RESIDENT BUT NOT ORDINARILY RESIDENT

Presently, an individual or HUF is considered as “not ordinarily resident” if
suchindividual or manager of the HUF:

0 isanon-residentinindiain9outofthe 10preceedingyears; or

o  Periodofstayinindiaduringthe 7 preceedingyearsis 729 days or less
It is proposed to substitute the above conditions with the sole criteria of being
a non-resident in 7 out of 10 preceeding years, to be considered as “not
ordinarily resident”.

DEEMED RESIDENT IN INDIA

Presently, an individual being a citizen of India could arrange his affairs in a
manner that he is not liable to tax in any country or jurisdiction during a
previousyear

Itis now proposed thatanindividual, being a citizen of India, whois not liable to tax
in any country shall be deemed to be resident of India in such previous year,
irrespective ofhisperiodofstayinIndia

The effect of the amendment in definition of resident but not ordinarlily
resident may result in relief for few years to a person who otherwise becomes
residentbyvirtue of deeming provision
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K TAX TREATMENT OF EMPLOYER’S CONTRIBUTION TO CERTAIN FUNDS

Presently, the contribution by the employer in various funds is taxable in
hands of the employee as under:

Contributiontorecognized providentfund exceeding 12% of the salary;
Contribution to approved superannuation fund exceeding INR 150,000; and
Deduction for 14% of the salary contributed by Central Governmentto NPS and
10% in other cases is permitted

Itis now proposed to provide a combined upper limit of INR 750,000 in respect of
employer's contribution in above funds and any excess contribution shall be
taxableinthe hands ofthe employee

Any annual accretion to these funds by way of interest, dividend or any similar

nature shall be treated as perquisite to the extent it relates to the employer’s
contributionin excess of INR 750,000.

L TAX DEDUCTION AT SOURCE

TDS ON INTERESTINCOME

Presently TDS is not required to be deducted on interest income credited or
paid by a co-operative society to its member or to any other co-operative society,
on interest on deposits with primary agricultural credit society or primary credit
society or co-operative land mortgage bank or co-operative land development
bank or co- operative bank engagedin carryingonbusiness ofbanking

Itisnow proposed to provide that co-operative society shalldeduct tax at source if
its:
o total sales/ gross receipts/ turnover during the financial year immediately
preceding the financial year in which interest is credited or paid exceeds
INR 50 crores; and
O aggregate amount of interest credited or paid as well as likely to be
credited or paid during the year exceeds INR 50,000in case of payee
beingseniorcitizenandINR40,000 in other cases

TDS ON CONTRACTORS
Presently, the definition of “work” includes manufacturing or supplying a
product according to the requirements or specification of a customer using
material purchasedfromsuchcustomer.

It is proposed to amend the definition of “work” to provide that material
purchased would also include supply by associate of the customer, being a
relatedparty

TDS ON FEES FOR TECHNICAL SERVICES
Presently, TDS on fees for professional services or technical services is deducted at
10%

Itis proposed to reduce the rate of TDS on fees for technical services to 2%. In other
cases rate would remain same at 10%.
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TDS ON ECOMMERCE TRANSACTIONS

It is proposed to insert new section so as to provide for TDS at the rate of 1% on
payment by e-commerce operator to e-commerce participant towards sale of
goodsor provisionofserviceswhichare facilitated by e-commerce through its digital
or electronic facility or platform. Paymentswoulddeemtoincludedirectpaymentsto
ane- commerce participant

The provisions shall not be applicable if:

0 e-commerce participantis an individual/ HUF;

0 gross amount of sale/ services made by him through e- commerce
operatordoesnotexceedINR5lakhsduringthe previous year; and
0 e-commerce participant has furnished PAN or Aadhar number

Once TDS is deducted by e-commerce operator or is not liable to TDS asabove,
there shallnotbe anyfurtherliabilitywithregardsto TDS

This exemption is not available for receipts by e-commerce operator towards
hosting advertisements or providing any other services which are not in
connection with sale of goods or services facilitated by it through its digital or
electronic facility or platform

Presently, in the absence of furnishing of PAN, tax was required to be deducted
at higherof:

o Ratespecifiedintherelevantprovisions ofthe ITA;
o0 Rates in force;or
o 20%

It is proposed to provide that where tax is required to be deducted in respect of
income from e-commerce transactions, rate of 20% will be substituted by 5%

M TAX COLLECTED AT SOURCE

TCS ON LRS AND SELLING OF OVERSEAS TOUR PACKAGE

Presently, TCS is required to be collected in respect of business of trading in
alcohol, liquor, forest produce, scrap etc

It is proposed to apply TCS provisions:
o  Onoverseas remittances by authorised dealer if amount exceedsINR
7lakhsinafinancialyearunderLRS. TCSrate is 5% and in case of non-
PAN/ Aadhaar at 10%
0  On sale of overseas tour package, TCS rate is 5% and in case of non-
PAN/ Aadhaar at10%
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Exemption is provided from above if:

o  The buyer has deductedTDS

O Buyer is Central Government, State Government, embassy, High
Commission, legation, commission, consulate, trade representation of
foreign state, local authority or any person notified by Central
Government in the official gazette.

TCS ON SALE OF GOODS

A seller of goods, whose total sales/turnover/gross receipts from business
carried on by him exceeds INR 10 crores during the immediate preceding
year shall be liable to collect TCS at 0.1% on consideration received from buyer
on the transaction value exceeding INR 50 lakhs. In non-PAN/Aadhaar cases-the
rate shall be 1%

Exemption is provided from above if:

o  The buyer has deductedTDS

o the buyer is Central/State Government, an embassy, a High
Commission, legation, commission, consulate, the trade
representation of a foreign State, a local authority or any otherperson
astheCentralGovernmentmayspecifyinthis behalf

o  Theproposedamendmenthasnotprovidedanyexception for export of
goods

N EXEMPTING NON-RESIDENT FROM FILING ROI

Presently, non-residents are exempt from filing ROl in India, if their income consist
of certain dividend or interest income on which tax is duly deducted

ltisproposedtogivesameexemptiontonon-residenthavingroyalty or FTS.

O TRuUST

FURNISHING STATEMENT OF DONATIONS RECEIVED

Presently, the trusts or institutions are not required to furnish any details of
donations received. Itis proposed that, trust or institutions receiving donations shall
have to furnish statement in respect of donation received and issue
certificates thereof todonor

Deduction shall be allowed to the donor only if the statementis furnished by the
donee and Form 26AS includes such donations

Itis proposedtolevy penalty of notless than INR 10,000 but not exceeding INR
100,000 in case of failure to furnish the said statement. Further fees of INR
200 per day will be charged during which such failure continues
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DEDUCTION UNDER SECTION 80GGAA
Presently, in order to claim deduction limit of cash donation paid to scientific
research or rural developmentwas INR 10,000. It is now proposed to restrict
such limitto INR 2,000

REGISTRATION OF TRUSTS/ SCIENTIFIC INSTITUTIONS
Section 12AA shall not be applicable on or after 15! June, 2020

Presently, validity of certificate issued under section 12AA does not have any time
limit. It is now proposed that already approved entities should apply to the Principal
Commissioner or Commissioner under section 12AB before 315 August, 2020,
pursuant to which the existing approval would be extended for 5 years.
Thereafter,afresh application would berequired.

New charitable entities coming into existence after 1% June, 2020 would be
required to make application within 1 year from the date of
creation/establishment, to the Principal Commissioner or Commissionerwho
would grantprovisionalregistration for 3years irrespective of the commencement of
the activity. Fresh application must be made 6 months before expiry of provisional
registration or within6 monthsofcommencementofactivity, whicheverisearlier

The Principal Chief Commissioner has the power to cancel registration in
certainevents

Similar procedure would be required to be followed for approval under section
80G and for scientific research associations under section 35

P MISCELLENAOUS

RATIONALIZATION OF DEFINITION OF ROYALTY

Sale, distribution or exhibition of cinematographic films is now included in the
definition of royalty under ITA
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I  GOODS AND SERVICES TAX

A REORGANISATION OF UNION TERRITORIES

It is proposed to include Ladakh in the definition of Union territory in
consonancewithJammuandKashmirReorganisationAct, 2019 CA Palak Jain

It is further proposed to consider Dadra and Nagar Haveli and Daman and
Diu as a single union territory in consonance with Dadra and Nagar Haveli and
Daman and Diu (Merger of Union Territories) Act, 2019

Transitional provisions and rules prescribing the procedures to effectuate
above referred amendments are awaited

B RESTRICTION FOR COMPOSITION DEALER INGOODS

Presently dealer in goods who opts for composition scheme can provide
services (whether within or outside the state) not exceeding 10% of turnover in
StateorINR 5lakhs, whicheverishigher

It is now proposed that dealer in goods will not be entitled to composition
scheme, ifheundertakesthefollowingsupplies:

0 Services not leviable toGST
0 Inter-state supply ofservices
0 Supplyofservicesthrough electroniccommerce operator

C RELAXATION OF TIME LIMIT FOR ITC CLAIM IN RESPECT OF DEBIT NOTE

Presently the time limit for taking ITC on debit note is linked to the date of invoice
pertaining to such debit note

Itis now proposed that time limit for claiming ITC in respect of debit note will be
earlierof:

0 Due date of furnishing return for September month following the
endoffinancialyeartowhichsuchdebitnote pertains

o Date offilling the relevant annual return

2Proposed amendments will be effective from date to be notified unless otherwise specified



Indirect Tax Amendments - Budget 2020 Budget

D CANCELLATION OF VOLUNTARY REGISTRATION

Presently GST legislation does not allow person registered voluntarily to
apply for cancellation of registration

Itis now proposed to allow such personto apply for cancellation of registration

E REVOCATION OF CANCELLATION OF REGISTRATION

Person is entitled to apply for revocation of cancellation of registration within
thirty days from date of service of cancellation order

Presently there is no provision for condonation of delay in applying for such
revocation

It is proposed toempower:

0 Additional Commissioner or Joint Commissioner to condone the
delayforapplicationforsuchrevocationby30 days

o Commissionertocondonesuchdelaybyadditional 30days

F TAXINVOICE

Presentlytaxinvoice for supply of servicesistoberaised within 30 days or 45 days
from date of supply

Itis proposed to empower the Government to specify time limit within which the
invoice is to be issued in respect of certain category of services orsupplies

G TDS CERTIFICATE

Person (presently only government) deducting tax at source will be required to
issue TDS certificate in prescribed formand manner

It is now proposed to omit existing penal provision for failure to furnish TDS
certificate

H APPELLATE TRIBUNAL

Government is now empowered to constitute a bench of Appellate Tribunal for
State of Jammu and Kashmir along with other states
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I PENALTY ON BENEFICIARY (COUNTER-PARTY) FOR CERTAIN OFFENCES

Presently GST legislation provides for levy of penalty on ‘taxable person’ for
following offences:

Making supply without invoice or on false invoice

Issuing invoice withoutsupply

Taking or utilising ITC without actual receipt of supply
TakingordistributingITCincontraventionofISD provisions

O O O ©

Itis now proposed to levy penalty for above offences also on:

0  Beneficiary (i.e. counter-party) of above referred
transactions

0 Personatwhoseinstancesuchtransactionsareconducted

J PUNISHMENT TO BENEFICIARY FOR CERTAINOFFENCES

Presently section 132 provides for imprisonment of and fine on a person
committing specifiedoffences

It is proposed to extend above referred punishment to person who causes to
commitsuchoffenceandretainsbenefitsthereof

It is further proposed to make offence of availing ITC without invoice as cognizable
and non-bailable offence

K POWER TO ISSUE REMOVAL OF DIFFICULTYORDER

Presently the Government is empowered to issue removal of difficulty order
foraperiod of 3 years starting from 1% July, 2017

Itis now proposed to empower the Government to issue removal of difficulty order
upto aperiod of 5years starting from 1% July, 2017

L RETROSPECTIVE AMENDMENTS IN TRANSITIONAL PROVISIONS

Presently the CGST Act does not prescribe the time limit for claiming transitional
credit. Thejudiciary have upheldthis position

ltis proposed to amend the transitional provisions with effect from 1% July, 2017 so
as to provide for time limit and manner of claiming transitional credit. This may
nullify the decisions pronounced by judiciary
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M RETROSPECTIVE EXEMPTION

Supply of fishmeal (falling under heading 2301) is exempted retrospectively
forthe period1%July,2017t030" September, 2019

No refund shall be granted of tax already paid

N RETROSPECTIVE RATE CHANGE

Supply of pulley, wheels and other parts (falling under heading 8483) and used as
parts of agricultural machinery (falling under heading 8432, 8433 and 8436) will
be taxed at rate of 12% for the period 1% July, 2017 to 31 December,2018

No refund shall be granted of tax already paid at higher rate
O DENIAL OF REFUND OF UNUTILISED ITC WITH RETROSPECTIVE EFFECT

Retrospective amendment from 1% July, 2017 made to deny refund of unutilised
ITC of compensation cess arising out of inverted rate structure in respect of
tobacco and manufactured tobacco substitutes

P OTHER PROPOSITIONS

Simplified return system (currently in pilot run) is proposed to be introduced
from 1 April, 2020 with following features:

0 SMS-based filing of NILreturns

o0 Pre-filled returns

0 Improved input tax creditflow

Aadhaar based verification of taxpayers for weeding out dummy and non-existent
units

Implementation of e-invoicing system in phased manner, starting optionally
from February, 2020

Dynamic QR-code for consumer invoices and capturing of GST parameters
while making paymentthrough the QR-code

Cashrewards to incentivise customers to seek invoice

Usage ofdeepdataanalyticsand Altoolsforcrackingdownon GSTinputtax credit, refund
and otherfrauds
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Il ALLIED LAWS

A NBFC

NBFCS TO COVER MORE ENTITIES UNDER SARFAESI

The eligibility limit for NBFCs for debt recovery under the SARFAESIis proposedtobe
reducedfromexistingassetsizeofINR500croresto INR100croresorloansizefrom
existingINR 1croretoINR50Lakhs

ALL NBFCS PART OF TREDS

TReDS is an electronic platform for facilitating the financing / discounting of
trade receivables of MSMEs through multiple financiers

Currently, only banks, NBFCs registered as factoring NBFCs and financial
institutions as permitted by RBI are allowed to participate as financiers on the
TReDS platform

Itis now proposed to allow all NBFCs to be part of TReDS

However, the requisite amendment to the regulations will need to be made for
exempting NBFCs to fulfil the Principal business criteria of constituting 75% of
income andassets fromfactoringbusiness

B FINANCIAL MARKET

Increase in investment limit for FPI in corporate bonds, from 9% to 15% of the
outstanding stock of corporate bonds

Certain specified categories of Government securities to be opened fully for non-
resident investors, apart from being available to domestic investors aswell

A legislation to be formulated for laying down a mechanism for netting of
financial contracts

Government to float a new Debt-based ETF consisting of primarily government
securities

International Bullion exchange to be setup in GIFT-IFSC

C INCREASE IN INSURANCE COVERAGE TODEPOSITORS

Presently, adepositor'smoneyinabankissecured upto INR 1 Lakh per depositor.
The DICGC has now been permitted to increase the Deposit Insurance
Coverage for a depositor to INR 5 Lakhs per depositor.
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