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FOREWORD
It was expected the Union Budget 2020 would be a tough balancing act for the Finance Minister
Smt. Nirmala Sitharaman as even though the expenditure for 2019-20 was on track as planned,
the revenue collections are short of expectation.
This year’s budget centres around 3 concepts – Aspirational India, Economic Development and
a Caring Society.
While presenting the Union Budget 2020 the Finance Minister stated that by 2030, India will
have the largest work force and thus the need of the hour is to pay attention to education and
skill development.
The Finance Minister also proposed new Income Tax slabs and lower rates. These Income Tax
rates are optional and available to those who are willing to forego some exemption and
deductions.
The announcement of the forth coming policy to allow the private sector to build data center
parks could potentially benefit IT firms.
The Budget has focused on generation of employment and inclusive growth through increased
expenditure on rural economy, infrastructure, MSME and health care.
On the face of it its seems that this Budget could give a boost to transport infrastructure,
electronics manufacturing, rural sector, water, online educators, IT firms, and pipeline and city
gas suppliers. At the same time Insurance, State run banks, Real estate and construction
companies, fertiliser companies and logistic players would be disappointed with the Budget.
However contrary to expectations there were no major announcement made through the Budget
proposals which would directly stimulate the economy and induce higher growth. At the current
moment it seems that the Finance Minister got stuck “At The Crossroads” as due to the ongoing
resource constraints the Budget proposals have failed to eicit strong positive reactions which are
backed by the reactions of the stock markets.
It would be an achievement if at this rate, India is able to achieve an annual rate of expansion of
estimated 5% for 2020-21.

Kolkata

Ajay K. Doshi

February 1, 2020.
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HIGHLIGHTS OF ECONOMIC SURVEY 2020
The Economic Survey of 2019-20 was tabled in the Indian Parliament by the Hon’ble Finance
Minister Smt. Nirmala Sitharaman.
Here are the key highlights from this year's survey:
India’s Overall Economic Performance in 2019-20: GDP, Inflation, Fiscal Developments,
GST









India witnessed a GDP growth of 4.8% in the first half of 2019-20 amidst weakened global
trade and demand.
Growth of Agriculture and allied activities & Public administration, defence, and other
services’ was higher in the first half of 2019-20 in comparison to second half 2018-19.
Current Account Deficit (CAD) contracted to 1.5% of GDP in H1 of 2019-20.
Remarkable Foreign Direct Investment (FDI) and increase of foreign exchange reserves.
Headline inflation mounted from 3.3% in the first half of 2019-20 to 7.35% in December
2019-20 due to food inflation rise.
Survey predicts 5% GDP growth for 2019-20 overall based on CSO’s first Advance
Estimates.
Revenue Receipts registered higher growth in H1 of 2019-20.
Gross GST monthly collections crossed Rs 1 lakh crore for five times in 2019-20 till
December 2019.

GDP Growth in 2020-21


Economic Survey 2019-20 projects the GDP Growth of 6% - 6.5% in fiscal 2020-21.

Wealth Creation: Invisible Hand Supported by Hand of Trust
The Economic Survey talks about the need to bring openness in the market for the creation of
wealth through increased investment. In light of this, the survey points towards an Invisible
Hand that is supported by the Hand of Trust. It presents an amalgamation of old and new; old in
terms of ancient Indian tradition and new suggests the use of FinTech in Indian Public Sector
Banks. It calls for strengthening this invisible hand through:
 Equal opportunities for new entrants.
 Fair competition & ease doing business.
 Trade for job creation.
 Scaling up of the banking sector.
 Introduction of the idea of trust as a public good.
Entrepreneurship and Wealth Creation
The Survey calls for the creation of wealth through:
 Entrepreneurship of the working class.
 Pro-business policies to test the power of competitive markets.
 Elimination of policies that weaken the markets.
 Integration of Assemble in India into Make in India.
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Scaling up of the banking sector.
Privatization to foster efficiency.

Undermining Markets: Is Government Intervention required?
The Survey suggests restricted government intervention in the markets. It lists out several
instances where the intervention of Government has adversely affected the market such as
imposing stock limits under Essential Commodities Act (ECA), 1955 that led to increase in
onion prices in 2019; regulation of drug prices under ECA; intervention in the food grain market
and so on. The government must analyse and then decide whether its intervention is even
required in a particular market. This will directly benefit by encouraging investments and
economic growth.
Creation of Jobs and Growth
The Economic Survey calls for the integration of “Assemble in India” with “Make in India” to
create more jobs and accelerate growth. The survey seeks to:
 Increase export market share to 3.5% by 2025 and 6% by 2030.
 Creation of over 4 crore rewarding jobs by 2025 and over 8 crore jobs by 2030.
 This can be achieved by adopting China-like policies such as export of goods majorly to
rich markets.
Targeting Ease of Doing Business




India was ranked at 63rd position in World Bank’s Doing Business 2019 rankings, a jump
of 79 positions from 142nd rank in 2014. However, the economy is still trailing in several
parameters such as Ease of Starting Business, Paying Taxes, Registering Property and
Enforcing Contracts.
The Economic Survey calls for close coordination between the Logistics Divisions of Union
Ministry of Commerce and Industry, Union Ministry of Shipping, Central Board of Indirect
Taxes and Customs and the port authorities. There are some sectors that require a more
focused approach such as the tourism sector, manufacturing sector and others.

Golden jubilee of Bank Nationalisation
The year 2019 marked the golden jubilee year of Bank Nationalisation. The Survey points out
that the growth of Indian Banking Sector has not been proportionate with the overall growth of
the economy. So far, only one Indian bank has made it to the list of Global Top 100 Banks. In
2019, a Rupee investment in public sector banks (PSBs) led to a loss of 23 paise on an average.
The Survey calls for making PSBs more efficient through:
 Employee Stock Ownership Plan (ESOP) for employees of banks.
 Creation of an entity similar to that of GSTN to aggregate data from all PSBs and ensure
better monitoring of borrowers through artificial intelligence and machine learning.
Privatisation and Wealth Creation
The Economic Survey 2020 calls for privatization to boost job and wealth creation. It examines
the before and after the performance of over 10 CPSEs that underwent strategic disinvestment.
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The Strategic disinvestment in BPCL has led to an increase of over Rs. 30,000 crore wealth in
India. Collectively, the net profit, net worth, return on assets (ROA) & equity (ROE) have
improved notably. The more aggressive disinvestment is suggested for higher profitability.
Thalinomics: Economics of Plate of Food in India
This year, the Survey throws a light upon the price paid by a person for a Thali in India
anywhere. The prices of a vegetarian Thali have declined sharply since 2015-16; however, this
price increased in 2019-20. During 2006 – 2020, the affordability of Indian vegetarian Thalis
improved by 29% and affordability of non-vegetarian Indian Thali improved by 18%.
Monetary Policy & Financial Intermediation





RBI’s Monetary policy stance remained “accommodative” in 2019-20.
The Repo rate was cut by 110 basis points in 2019-20 due to slower growth & lower
inflation.
Non Performing Advances (NPA) ratio remained unchanged for Commercial banks at 9.3%
during March-September 2019.
Credit growth declined of banks & NBFCs declined.

Prices and Inflation




CPI inflation increased to 4.1% in 2019-20 from 3.7% in 2018-19.
WPI inflation declined to 1.5% in 2019-20 from 4.7% in 2018-19.
The major drivers of CPI inflation in 2019-20 were food and beverages, particularly
vegetables and pulses.

Sustainable Development and Climate Change







The Survey acknowledges that India is rightly moving forward on the path of Sustainable
Development Goals (SDG) implementation. The states like Himachal Pradesh, Chandigarh,
Kerala, and Tamil Nadu came out as front runners in SDG India Index 2019.
Apart from this, India hosted COP-14 of UNCCD which resulted in the adoption of “Delhi
Declaration”.
India strongly committed itself to implement the Paris Agreement at COP-25 of UNFCCC
at Madrid, Spain.
Indian Forest and tree cover increased to 80.73 million hectare.
One of the major concerns is still burning of agricultural residues that lead to high pollution
levels and deteriorates air quality.
International Solar Alliance (ISA).

Agriculture and Food Management


The Economic Survey states that the largest proportion of the Indian population depends on
agriculture for job opportunities. However, the share of agriculture and allied sectors in
Gross Value Added (GVA) of India is continuously declining due to higher growth of nonagricultural sectors.
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The GVA at Basic Prices of ‘Agriculture, Forestry and Fishing’ sector expected to grow by
2.8% for 2019-20.
Livestock sector has grown at 7.9% CAGR in the last five years. The income from
Livestock has become a secondary source of income for rural families.
The Survey stresses on the sustainability of food security by addressing the growing food
subsidy bill and revising the rates and coverage under NFSA.

Industry and Infrastructure







The industrial sector has registered a 0.6% growth in 2019-20 and 5% in 2018-19.
Fertilizer sector showcased a growth of 4% in 2019-20.
Steel sector registered a growth of 5.2% in 2019-20.
Over 119 crore telephone connections were provided until September 2019.
Report on National Infrastructure Pipeline projects total investment of Rs 102 lakh crore on
infrastructure from 2020 to 2025 in India.
Industrial growth is estimated at 2.5% of fiscal 2019-20.

Employment, Social Infrastructure and Human Development








The Government’s expenditure on social services such as health & education as a proportion
of GDP increased to 7.7% in 2019-20.
India improved its position in the Human Development Index by fetching 129 th rank in 2018
from 130th in 2017.
Total formal employment increased to 9.98% in 2017-18 from 8% in 2011-12.
Gender disparity widened in the labour market due to a decrease in the female labour force.
Citizens’ access to health services improved through Ayushman Bharat and Mission
Indradhanush.
Over 3.30 crore children & 87.18 lakh pregnant women have been vaccinated under Mission
Indradhanush.
In terms of houses, over 76% of households in rural and 96% in urban areas had pucca
houses.
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HIGHLIGHTS OF UNION BUDGET 2020
DIRECT TAXES




















For Individual and HUF
Instant allotment of PAN via ADHAR.
New simplified Income Tax regime with low tax rates.
New tax rates optional for those not availing any exemption for income :
 upto 2.5 lakhs – Nil
 from 2.5 to 5lakhs @5%
 from 5 to 7.5 lakhs @ 10%
 from 7.5 to 10 lakhs @ 15%
 from 10 to 12.5 lakhs @20%
 from 12.5 to 15 lakhs @ 25%
 above 15 lakhs @30%
For Companies :
Dividend Distribution Tax (DDT) is not liable to be taxed in the hands of company.
Dividend to be taxed only in the hands of the recipients at applicable rate.
New manufacturing companies formed after October 1 , 2019 will enjoy corporate
income tax rate @ 15% ( effective rate of 17%).
Domestic company will enjoy corporate income tax rate @ 22% plus surcharge and
cess.
For Co-operative societies :
Proposed tax rate to be reduced to 22% plus surcharge and cess.
Exempt Co-operative societies from Alternate Minimum Tax.
Registration of charitable institutions to be made completely electronic.
Removal of 70 exemptions, deductions with a view to further simplifying tax regime.
Tax Audit threshold limit increased to Rs.5.00 Crore from 1.00 Crore.
Sec 50C and 45CA limit extended to 10% from 5%.
Income Tax Act to be amended to facilitate e-Appeal.
Sec 80G – Donations allowed as a deduction will be pre-filled in ITR Form.
Additional Rs.1.5lakh tax benefit on interest paid on affordable housing loans extended upto
March 2021.
“Vivad se Viswas “ scheme for direct tax payers whose appeals are pending at various
forums.
Income Tax “Faceless Appeals” to be introduced.
15% concessional tax rate for new power generation company.
Tax burden on employees due to tax on ESOPs to be deferred by five years or till they leave
the company or when they sell, whichever is earliest.
100% tax concession to sovereign wealth funds on investment in infrastructure projects.
Concessional 5% With Holding Tax to be extended to Municipal bonds.
To end tax harassment, new taxpayer charter to be instituted.
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INDIRECT TAXES






Simplified return for GST to be introduced from April 2020.
Some exemptions from Customs duty are being withdrawn and the rest will be reviewed
after September 2020.
Customs duty on footwear and furniture is being raised.
Health Cess will be imposed on import of medical equipment.
E-Invoice will be implemented in a phased manner.
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INCOME TAX PROPOSALS
A.

RATES OF INCOME TAX

INDIVIDUALS & HUF
The Finance Bill, 2020 proposes to insert section 115BAC in the Act providing for lowering
rates of income tax as below:
Total Income (Rs)
Upto 2,50,000
From 2,50,001 to 5,00,000
From 5,00,001 to 7,50,000
From 7,50,001 to 10,00,000
From 10,00,001 to 12,50,000
From 12,50,001 to 15,00,000
Above 15,00,000

Rate
Nil
5 per cent
10 per cent
15 per cent
20 per cent
25 per cent
30 per cent

The payment of tax at the lower rates is optional, option for which will have to be exercised for
every year where the individual or HUF has no business income and in other cases the option
once exercised for a previous year shall be valid for that previous year and all the subsequent
years. The option will become invalid if the individual or HUF fails to satisfy the conditions in
which case other provisions of the Act will apply.
For opting for the concessional rate individual or HUF will have to forgo various exemptions or
deductions such as :
a)
b)
c)
d)
e)
f)
g)
h)

i)
j)
k)
l)
m)

No LTC benefit
No HRA
No special allowance or benefits under the provisions of section 10(14) other than those
as may be prescribed for this purpose.
No exemption in relation to certain allowances received by an MP or MLA/MLC
No exemption in relation to income of a minor child.
No exemption in relation to profits derived by a unit in SEZ
No standard deduction
No deduction on account of interest payable on capital borrowed for acquisition,
construction, repair, renewal or reconstruction of a house property which is in the nature
of self-occupied property
No additional depreciation
No deduction under the provisions of section 32AD relating to investment in new plant
and machinery in notified backward areas in certain states
No deduction on account of Tea development account, Coffee development account and
Rubber development account under the provisions of section 33AB.
No deduction in relation to site restoration fund under the provisions of section 33ABA
No deduction in relation to certain scientific expenditure under the provisions of section
35
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n)
o)
p)
q)

r)
s)
t)
u)
v)
w)

x)

No deduction in respect of expenditure on specified business under the provisions of
section 35AD.
No deduction on account of expenditure of agriculture extension project under the
provisions of section 35CCC.
No deduction in relation to income in the nature of family pension under the provisions of
section 57(iia).
No deduction under any provisions of Chapter VIA other than the provisions of subsection 2 of section 80CCD relating to contribution of pensions scheme of Central
Government and section 80JJAA relating to deduction in respect of new employees.
There will be no set off of any losses.
However, depreciation if any under the provisions of section 32 except under Clause ii(a)
will be determined in such manner as may be prescribed.
There will be no exemption or deduction for allowances or perquisites by whatever name
called provided under any other law for the time being in force.
The loss and depreciation will be deemed to have been given full effect to and no further
deduction of such loss or depreciation will be allowed for any subsequent year.
The concessional rate will apply only if an option is exercised by an individual or HUF in
the form and manner as may be prescribed.
The option can be withdrawn only once where it was exercised by the individual or HUF
having business income for a previous year other than the year in which it was exercised
and thereafter. Such taxpayer will never be eligible to exercise this option under this
section except where such taxpayer ceases to have any business income, in which case
option will be available.
Where such concessional rate is exercised then Alternate Minimum Tax will not apply.
Similarly, there will be no provisions for carry forward and set off of AMT credit, if any.

COMMENT:
Assessee: Mr.A (Resident assessee)
Financial year ending on 31st March 2020
Assessment year ending on 31st March 2021
Particulars
Gross Salary
Less: Standard Deduction u/s 16
Net Salary
Deductions under
Sec 80C
Sec 80D
Sec 80CCD(2) (amount of pension contribution or 10% of salary,
whichever is less)
Taxable Salary
Tax on above at slab rates
Less: Rebate u/s 87A
Health and Education Cess @ 4%
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(Amt .in Rs.)
Existing
Proposed
7,50,000
7,50,000
40,000
7,10,000
7,50,000
1,50,000
50,000
75,000

75,000

4,35,000
9,250
9,250
-

6,75,000
30,000
1,200

DOSHI CHATTERJEE BAGRI & CO LLP

UNION BUDGET 2020
Total tax payable
Tax Liability

-

31,200

31,200

Particulars
Gross Salary
Less: Standard Deduction u/s 16
Net Salary
Deductions under
Sec 80C
Sec 80D
Sec 80CCD(2) (amount of pension contribution or 10% of salary,
whichever is less)
Taxable Salary
Tax on above at slab rates
Health and Education Cess @ 4%
Total tax payable
Tax Liability

Existing
10,00,000
40,000
9,60,000

Proposed
10,00,000
10,00,000

1,50,000
50,000
1,00,000

1,00,000

6,60,000
44,500

9,00,000
60,000

Particulars
Gross Salary
Less: Standard Deduction u/s 16
Net Salary
Deductions under
Sec 80C
Sec 80D
Sec 80CCD(2) (amount of pension contribution or 10% of salary,
whichever is less)
Taxable Salary
Tax on above at slab rates
Health and Education Cess @ 4%
Total tax payable
Tax Liability

Existing
12,50,000
40,000
12,10,000

Proposed
12,50,000
12,50,000

1,50,000
50,000
1,25,000

1,25,000

8,85,000
89,500

11,25,000
1,00,000

Particulars
Gross Salary
Less: Standard Deduction u/s 16
Net Salary
Deductions under
Sec 80C
Sec 80D
Sec 80CCD(2) (amount of pension contribution or 10% of salary,
whichever is less)

Existing
15,00,000
40,000
14,60,000

Proposed
15,00,000
15,00,000

1,50,000
50,000
1,50,000

1,50,000
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1,780
2,400
46,280
62,400
16,120

3,580
4,000
93,080
1,04,000
10,920
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Taxable Salary
Tax on above at slab rates
Health and Education Cess @ 4%
Total tax payable
Tax Liability

11,10,000
1,45,500

13,50,000
1,50,000

5,820
6,000
1,51,320
1,56,000
4,680

CO-OPERATIVE SOCIETIES
The Finance Bill, 2020 also proposes to provide an option to Cooperative Societies for paying
tax at lower rate. Such lower rate is proposed at 22%. However, the option is subject to various
conditions as below:
a)

The Cooperative Society opting for the concessional rate of tax will not be eligible to
deduction under the provisions of section 10AA, section 32(1)(iia), section 32AD, section
33AB, section 33ABA, certain provisions of section 35, section 35AD and section
35CCC or under any provisions of Chapter VIA.
No set off of any loss of depreciation carried forward from any earlier assessment years
will be allowed.
The concessional rate will apply only if option is exercised by the Cooperative Society in
the prescribed manner on or before the due date of filing the return.
The option so exercised cannot be withdrawn.
The surcharge applicable to such Cooperative Society will be levied at 10%.
The Cooperative Society opting for the concessional rate will not pay Alternate Minimum
Tax. Consequentially there will be no carried forward or set off of AMT credit.

b)
c)
d)
e)
f)

These amendments will take effect from 1 April 2020 relating to assessment year 2021-22 and
subsequent assessment years.
MODIFICATION OF CONCESSIONAL TAX SCHEMES
COMPANIES UNDER SECTION 115BAA & SECTION 115BAB

FOR

DOMESTIC

The Finance Bill proposes to provide for deduction under the provisions of the proposed section
80M in the case of domestic companies opting for taxation under the above sections.
This amendment will take effect from 1 April 2020 relating to the assessment year 2021 and
subsequent assessment years.
B.

TAX INCENTIVES

EXEMPTION IN RESPECT OF CERTAIN INCOME OF WHOLLY OWNED
SUBSIDIARIES OF ABU DHABI INVESTMENT AUTHORITY AND SOVEREIGNTY
WEALTH FUND
The Finance Bill proposes to insert a new clause in section 10 to provide for exemption to any
income of a specified person in the nature of dividend, interest or long term capital gains arising
from an investment made by it in India whether in the form of debt or equity in a company or
enterprise carrying on a business of developing or operating and maintaining or developing,

11

DOSHI CHATTERJEE BAGRI & CO LLP

UNION BUDGET 2020
operating or maintaining any infrastructure facility or such other business as may be notified by
the Central Government in this behalf. However, to be eligible for exemption the investments
must be made on or before 31 March 2024 and should be held for at least 3 years.
RATIONALISATION OF PROVISIONS OF STARTUPS
Under the existing provisions of section 80IAC of the Act 100% of the profit and gains derived
from an eligible business by an eligible startup for 3 consecutive years out of 7 years at the
option of the taxpayer, subject to certain conditions. Is allowed as a deduction.
The Finance Bill proposes that the deduction under section 80IAC will be available for a period
of three consecutive assessment year out of 10 years depending from the year in which it is
incorporated and the deduction will be available to an eligible start up if the total turnover of its
business does not exceed Rs.100 crore (Rs. 25 crore existing) in any of the previous year
beginning from the year in which it is incorporated.
This amendment will take effect from 1 April 2020-21 relevant to the assessment year 2021-22
and subsequent assessment years.
EXTENDING TIME LIMIT FOR APPROVAL OF AFFORDABLE HOUSING
PROJECT FOR AVAILING DEDUCTION UNDER SECTION 80IBA OF THE ACT
Under the existing provisions one of the conditions for availing the deduction is that the project
should be approved by a competent authority during the period from 1 June 2016 to 31 March
2020.
The Finance Bill proposes to extend the last date to 31 March 2020-21.
This amendment will take effect from 1 April 2020-21 relating to the assessment year 2021-22.
EXTENDING TIME LIMIT OF SANCTIONING OF LOAN FOR AFFORDABLE
HOUSING FOR AVAILING DEDUCTION UNDER SECTION 80EEA OF THE ACT
Under the existing provisions of the Act to avail of the deduction under the said provision it is
required that the loan should have been sanctioned by the Financial institution during the period
from 1 April 2019 to 31 March 2020. However, the Finance Bill proposes extension of the
period of sanctioning of loan by the financial institution to 31 March 2020-21.
MODIFICATION IN CONDITIONS OF OFF-SHORE FUNDS EXEMPTION FROM
“BUSINESS CONNECTION”
The Finance Bill proposes to amend Section 9A of the Act to relax certain conditions which
provide for business connection so as to provide that –
i)

For the purpose of calculation of the aggregate participation or investment fund directly
or indirectly by Indian resident, contribution of the eligible fund manager during the first
3 years up to 25 crore will 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 funds to be at Rs.100 crore shall be fulfilled within
12 months from the last date of the month of its establishment or incorporation.

This amendment will take effect from 1 April 2020 relating to the assessment year 2021-22 and
subsequent assessment years.
AMENDMENT OF SECTION 115BAB OF THE ACT TO INCLUDE GENERATION OF
ELECTRICITY AS MANUFACTURING
The Finance Bill proposes to extend the benefit of the concessional rate under section 115BAB
of the Act to the business of generation of electricity as well.
This amendment will take effect from 1 April 2020 relating to the assessment year 2020-21 and
subsequent assessment years.
C.

REMOVING DIFFICULTIES FACED BY TAXPAYERS

INCREASE IN SAFE-HARBOUR LIMIT OF 5% UNDER SECTION 43CA, 50C AND 56
OF THE ACT TO 10%
Presently under these sections a margin of 5% is provided between the value adopted by the
stamp duty authorities for the purpose of payment of stamp duty and the consideration received
or accruing as a result of the transfer.
The Finance Bill proposes to increase the limit to 10%.
This amendment will take effect from 1 April 202-21 relating to the assessment year 2021-22
and subsequent assessment years.
EXEMPTING NON-RESIDENTS FROM FILING OF INCOME TAX RETURN UNDER
CERTAIN CONDITIONS
Under the existing provisions of section 115A a non-resident whose total income consists of
certain dividend or interest income need not file his return of income if his total income consists
of only the above items and the TDS on such income has been deducted according to the extant
provisions of the Act.
The Finance Bill proposes to extend such benefits to those non-residents whose income consists
only of the income by way of royalty or fees for technical service on which TDS has been
deducted under the extant provisions of the Act.
This amendment will take effect from 1 April 2020 relating to the assessment year 2021.
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DEFERRING TDS OR TAX PAYMENT IN RESPECT OF INCOME PERTAINING TO
ESOP OF START-UPS
Presently tax on such ESOPs is levied at the time of exercising the option.
The Finance Bill in order to ease the burden of payment of tax by the employees proposes that
the employer may deduct or pay the tax on such income within 14 days –
i)
ii)
iii)

After the expiry of 48 months from the end of the assessment year
From the date of the sale of such specified security or Sweat Equity share by the
taxpayer or
From the date on which the taxpayer ceases to be the employee of the person, whichever
is earlier on the basis of rate in force of the financial year in which the said specified
security or sweat equity shares is allotted or transferred.

These amendments will take effect from 1 April 2020.
ALLOWING CARRY FORWARD OF LOSS OR DEPRECIATION IN CERTAIN
AMALGAMATIONS
Recently, the Central Government has announced amalgamation of certain public sector banks
and general insurance companies.
The Finance Bill proposes to extend the benefit of the provisions of section 72AA to the
Amalgamation of public sector banks as well as general insurance business so that these entities
may carry forward loss and depreciation.
These amendments will take effect from 1 April 2020 relating to the Assessment Year 20202021 and subsequent years.
D. MEASURE TO PROVIDE TAX CERTAINTY
REDUCING THE RATE OF TDS ON FEES FOR TECHNICAL SERVICES (OTHER
THAN PROFESSIONAL SERVICES)
Under the existing provisions of section 194J tax in the case of fees for technical services is
required to be deducted at 10% whereas under the provisions of section 194C tax is required to
be deducted @ 2%. Such discrepancy in the rates has resulted in litigation, therefore the Finance
Bill proposes that rate on which tax will be deducted on fees for technical services will be 2% in
sync with the provisions of section 194C of the Act. However, the rate of TDS in all other cases
under the provisions of section 194J would remain at 10%.
This amendment will take effect from 1 April 2020.
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E. WIDENING AND DEEPENING OF TAX BASE
ENLARGING THE SCOPE FOR TAX DEDUCTION ON INTEREST INCOME UNDER
SECTION 194A OF THE ACT
Under the provisions of 194A tax is required to be withheld on interest other than interest on
security. The section also provides for certain circumstances under which no tax is required to be
deducted. Under one of the provisions income credited by a Cooperative Society under certain
circumstances does not attract TDS.
The Finance Bill proposes to extend the scope of TDS under section 194A to interest paid by
large Cooperative Societies. The Finance Bill proposes that a Cooperative Society will be liable
to deduct tax, if (a) the total sales, gross receipts or turnover of the Cooperative Society exceeds
Rs.50,00,00,000 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 amount of such
interest during the financial year is more than Rs.50,000 in case of a payee being a senior citizen
and Rs.40,000 in any other cases.
This amendment will take effect from 1 April 2020.
WIDENING THE SCOPE OF TDS AT E-COMMERCE TRANSACTIONS THROUGH
INSERTION OF A FEW SECTIONS
The Finance bill proposes to insert a new section 194-O in order to bring participant of Ecommerce within tax net. The proposed section provides for TDS @ 1%. The tax @ 1% is
required to be deducted on the gross amount of sales or services or both. The TDS is to be paid
by E-commerce operator for sale of goods or services facilitated by it through its digital or
electrical facility prayed from.
The tax is required to be deducted at the time of credit of amount of sales or services or at the
time of payment, whichever is earlier.
However, there will be no TDS if the gross amount of sales or services or both of E-commerce
participant does not exceed Rs.5,00,000 and participant has furnished his PAN or Aadhaar
Number to the E-commerce operator.
This amendment will take effect from 1 April 2020.
WIDENING THE SCOPE OF SECTION 206C TO INCLUDE TDS ON FOREIGN
REMITTANCE THROUGH LIBERALIZED REMITTANCE SCHEME (LRS) AND ON
UNIT FOR OVERSEAS TOUR AGENCY AS WELL AS TCS ON SALE OF GOODS
OVER A LIMIT
The Finance Bill proposes to amend section 206C to levy collection of tax at source (TCS) on
overseas remittance and for sale of overseas tour packages, as under:
A authorized dealer (normally a Bank) receiving an amount or an aggregate amount of
Rs.700,000 or more in a financial year for remittance out of India under the LRS of RBI, will be
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liable to collect TCS if he receives any amount in excess of Rs.700,000 from a buyer being a
person remitting such amount out of India, @5%. Where PAN/Aadhaar is not available then the
rate will be 10%.
A seller of overseas tour program package who receives any amount from any buyer being a
person who purchase such package will be liable to collect TCS @ 5%. Where PAN/Aadhaar is
not available then the rate will be 10%.
The above mentioned TCS will not apply if the payment is
(a)
Liable to deduct tax at source under any other provision of the Act and he has deducted
such amount.
(b)
The Government, an embassy, a High Commission, etc., a local authority as defined in
the Explanation to section 10(20) or any other person notified by the Central Government
for this purpose subject to such conditions as specified in that notification.
This amendment will take effect from 1 April 2020
F. REVENUE MOBILISATION MEASURES
RATIONALIZATION OF TAX TREATMENT OF EMPLOYER’S CONTRIBUTION TO
RECOGNIZED PROVIDENT FUND SUPERANNUATION FUNDS AND NATIONAL
PENSION SCHEME
Under the existing provisions of the Act contribution by the employer to the account of an
employee to the recognized provident fund exceeding 12% of the salary is taxable. However, the
amount of any contribution to an approved superannuation fund by the employer exceeding
Rs.150,000 is treated as perquisite. Similarly a taxpayer is allowed a deduction for NPS for the
14% of the salary contributed by the Central Government and 10% of the salary contributed by
any other employer. However, there is no combined upper limit for the purpose of deduction on
the amount of contribution made by the employer.
The Finance Bill with a view to remove anomalies under which employees earning high salary
income are getting more benefit proposes an upper limit of Rs.750,000 in respect of employer’s
contribution in a year to NPS, superannuation fund and recognized provident fund. Any excess
contribution is proposed to be taxed. Consequently it is also proposed that any annual accretion
by way of interest, dividend or any other amount of similar nature during the previous year to the
balance at the credit of the fund or scheme may be treated as perquisite to the extent it relates
employer’s contribution which is included in the total income.
This amendment will take effect from 1 April 2021 relevant to the assessment year 2021-22 and
subsequent assessment years.
G.

IMPROVING EFFECTIVENESS OF TAX ADMINISTRATION

PROVISIONS FOR E-APPEAL
The Finance Bill proposes to insert sub-section 6A in section 250 of the Act to empower the
Central Government to notify an e-appeal scheme for disposal of appeals to impart greater
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efficiency, transparency and accountability. The proposed provisions regarding e-appeal will be
like e-assessments. In other words, it will be faceless appeal proceedings.
This amendment will be effective from 1 April 2020.
CLARITY ON STAY BY THE INCOME TAX APPELLATE TRIBUNAL (ITAT)
Under the existing provisions of section 254 of the Act, the ITAT has power to grant complete
stay from the demand raised by the income tax department. However, such stay cannot exceed
365 days.
The Finance Bill proposes to curtail the powers of the ITAT in granting complete stay. It
proposes that the ITAT may grant stay subject to conditions that the taxpayer should deposit not
less than 20% of the amount of tax, interest fee, penalty or any other sum payable under the
provisions of the Act or furnish security of equal amount in respect thereof.
This amendment will be effective from 1 April 2020.
INSERTION OF TAXPAYERS CHARTER IN THE ACT
The Finance Bill proposes to insert a new section 119A of the Act to empower the Central Board
of Direct Taxes 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 1 April 2020.
H.

PREVENTING TAX ABUSE

MODIFICATION OF RESIDENCY PROVISIONS
i)
ii)

iii)

The Finance Bill proposes to amend clause (b) of the Explanation 1 of sub-section 1 to
section 6 for visiting India in that year from exceeding 182 days to 120 days.
An individual or HUF will be deemed to be “not ordinarily resident” in India in the
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. This new condition will replace
the existing conditions in clause (a) and (b) of sub-section 6 of section 6.
An Indian citizen who is not liable to tax in any other country or territory shall be deemed
to be resident in India.

This amendment will be effective from 1 April 2021 relevant to the assessment year 2021-22
and subsequent assessment years.
PENALTY FOR FAKE INVOICES
After the launch of GST in the year 2017 there have been cases of fake invoices resulting in
fraudulent input of tax credit (ITC).
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With a view to curb this practice the Finance Bill proposes to insert section 271AAD to provide
that if it is found that in the books of account maintained by any person –
i)
There is false entry,
ii)
Omission of any entry which is relevant for computation of total income of such person
to evade tax liability;
Then the assessing officer may direct that such person will pay by way of penalty a sum equal to
the aggregate amount of such false and omitted entry. Similarly, penalty may also be imposed
on any other person who causes the person referred to above in any manner to make a false entry
or omit or cause to omit any entry referred to above will pay similar penalty.
This amendment will take effect from 1 April 2020.
I.

RATIONALISATION OF PROVISIONS OF THE ACT

REMOVING DIVIDEND DISTRIBUTION TAX (DDT) AND MOVING TO CLASSICAL
SYSTEM OF TAXING DIVIDEND IN THE HANDS OF SHAREHOLDERS / UNIT
HOLDERS
The Finance Bill proposes to omit section 115O which provides for DDT as a corollary to such
proposal various amendments are proposed in the Act.
Some of the important amendments are as below:
i)
A new section 80M is proposed to be inserted. The proposed section 80M provides for
deduction of an amount equal to so much of the amount of income by way of dividend
received from such other domestic company that does not exceed the amount of dividend
distributed by the first mentioned domestic company on or before the due date. (Due date
means the date which is one month prior to the date for furnishing the return of income
under section 139(1) of the Act.)
ii)
Section 57 is proposed to be amended to provide that no deduction will be allowed from
dividend income or income in respect of units of mutual funds etc other than deduction
on account of interest expenses and in any previous year such deduction will not exceed
20% of the dividend income or income from units included in the total income for that
year without deduction under section 57.
iii)
Amendment of section 194 which will make distribution of dividend liable for TDS @
10% if the dividend exceeds Rs.5000/-.
Some of the amendments will take effect from 1 April 2021 relevant to the assessment year
2021-22 whereas some amendments will take effect from 1 April 2020.
RATIONALISATION OF PROVISIONS RELATING TO TRUST INSTITUTION AND
FUNDS
Various amendments are proposed by the Finance Bill in relation to the provisions relating to
Trust, Institution and Funds. Some of the proposed amendments are given below:

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,
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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.
an entity already approved under section 80G shall also 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.
application for approval under section 80G shall be made to Principal Commissioner or
Commissioner.
an entity making fresh application for approval under clause (23C) of section 10, for
registration under section 12AA, 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.
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.
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.
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.
RATIONALISATION OF PROVISIONS RELATING TO TAX AUDIT IN CERTAIN
CASES
The threshold limit for tax audit for business is proposed to be increased to Rs.5 crore.
However, in case of profession there is no increase and the limit remain at Rs.50 lakh. The
increase in the threshold limit is subject to following conditions:
i)
The aggregate of all receipts in cash during the previous year should not exceed 5% of
such receipt.
ii)
Aggregate of all payments in cash during the previous year should not exceed 5% of such
payment.
The proposed amendment also requires that the tax audit report may be furnished by the
taxpayer at least one month prior to the due date of filing of return of income.
The due date for filing of return of income under section 139(1) is proposed to be extended to 31
October of the assessment year (as against 30 September)
The Finance Bill also proposes to remove a distinction between a working and a non-working
partner of the firm.
These amendments will be effective from 1 April 2020 relevant to the assessment year 20202021 and subsequent assessment years.
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RATIONALISATION OF PROVISIONS RELATING TO FORM 26AS
The scope of Form 26AS is proposed to be extended by inserting a new section to 285BB. The
proposed section provides that an authority will upload in the registered account of the taxpayer
an annual information statement in such form and manner within such time and along with such
information which is in the possession of the Income Tax Authorities as may be prescribed.
This amendment will be effective from 1 June 2020.
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INDIRECT TAX PROPOSALS
CUSTOMS & EXCISE DUTY
As regards to Customs and Excise Duty, the following have been proposed:


A number of measures have been taken for ease of doing business. India’s rank on this
parameter improved from 146 to 80 in 2018 and further to 68 in 2019.



The FM proposed that in view of changing times, Customs laws and procedures also require
change. She has invited suggestions for the same. Similarly, custom duty exemptions shall
be comprehensively reviewed by September 2020 for taking a view on their relevance.



Customs duty is being raised on items like footwear and furniture. On Completely Built
Units of Electric Vehicles, it has been proposed to be increased from 25% to 40%.



Health Cess by way of a duty of customs, will be imposed the imports of medical
equipment. The proceed from this cess shall be used for creating infrastructure for health
services in the aspirational districts.



Customs duty rates are being proposed to be reduced from 10 % to 1% on specified parts of
mobiles.



Basic customs duty on imports of news print and light-weight coated paper has been
proposed to be reduced from 10% to 5%.



Anti-dumping duty on PTA is proposed to be abolished.



National Calamity Contingent Duty has been proposed to be imposed on Cigarettes and
other tobacco products. However, no change is being made in the duty rates of bidis.
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GOODS AND SERVICE TAX PROPOSALS
The following GST related issues were announced in this year’s Budget:


In the last two years more than 60 lakh new taxpayers have been added in GST tax regime,
approx. 40 crore returns were filed, 800 crore invoices were uploaded, and 105 crore e-way
bills were generated.



GST has resulted in the efficiency gains in logistic and transport sectors also. There is
approx. 20% reduction in turnaround time for trucks due to abolition of check posts in GST
regime.



Through several rate reductions, an annual benefit of Rs. one lakh crore has been extended
to consumers. It amounts to 10% reduction in overall tax incidence. An average household
now saves about 4% on its monthly spends on account of reduced GST rates.



A simplified new return system is being introduced from April 1, 2020 with features of
SMS based filing for nil return, return pre-filling etc.



Refund process has been simplified and has been made fully automated with no human
interface.



Electronic invoice will be implemented in a phased manner (on optional basis). This will
facilitate compliance and return filing.



Aadhaar based verification of taxpayers is being introduced. Dynamic QR-code is proposed
for consumer invoices. GST parameters will be captured when payment for purchases is
made through the QR-code. A system of cash reward is envisaged to incentivise customers
to seek invoice.



To address issues like inverted duty structure, GST rate structure is also being considered.

22

DOSHI CHATTERJEE BAGRI & CO LLP

UNION BUDGET 2020
OTHER BUDGET PROPOSALS
India is now the 5th largest economy in world.
Sector wise budget allocation:
 FY21 agriculture allocation ₹1.38 lakh crore.
 FY21 rural development allocation ₹1.23 lakh crore.
 FY21 agriculture and rural allocation ₹2.83 lakh crore.
 FY21 agriculture credit target ₹15 lakh crore.
 FY21 education allocation at ₹99,300 crore.
 FY21 healthcare allocation at ₹69,000 crore.
 FY21 transport infra allocation at ₹1.7 lakh crore.
MSME SECTOR


Audit threshold for MSMEs raised to ₹5 crore from ₹1 crore.

POWER SECTOR





India to provide ₹273 billion or promotion of industry and commerce.
Firms operating old thermal power plants advised to shut units if emission norms not met.
India to allocate ₹44 billion for clean air incentives in cities with over 1 million people.
FY21 divestment target pegged at ₹2.1 lakh crore.

EDUCATION SECTOR









150 higher education institutions to offer apprenticeship diplomas by March 2021.
Government will promote 'Study In India' initiative.
Govertment to provide ₹99,300 crore for educational sector in FY21.
By 2030, India will have largest working age population in the world. This population needs
both job and life skills. New education policy to be announced soon.
Government proposes to attach a medical college in existing district hospitals.
National police university and national forensic science university is proposed to be setup.
IND SAT exam for students of Asia and Africa to promote “study in India” programme.
Degree-level full-fledged online education programmes by institutions ranked in top 100 in
NIRF rankings, especially to benefit underprivileged students.
Urban local bodies to provide internship to young engineers for a year.

SKILL INDIA INITIATIVE






Government proposed ₹3,000 crore for 'Skill India' to provide relevant skill training to the
youth in the country.
There is a huge demand for teachers, paramedical staff and caregivers in foreign countries.
However, their skills do not match in accordance to demand by employers. Government
proposes ₹3,000 crore for skill development.
Government to sell govt stake in IDBI Bank to private investors.
Government plans to sell stake in LIC through IPO.
FY21 fiscal deficit target pegged at 3.5% of GDP.
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CONNECTING INDIA


₹6,000 crore allocated for Bharat Net programme around 1 lakh gram panchayats to be
linked with Bharat Net this year.

HEALTH AND SANITATION








An allocation of ₹69,000 crore for the health sector.
Power plants with emissions above prescribed limits will be asked to close down.
India's commitment towards tackling climate change made at Paris conference kick
starts from January 1, 2021.
₹4,400 crore has been allocated for states that work towards clean air.
₹12,300 crore for Swachh Bharat this year.
Proposal to set up hospitals in Tier-II and Tier-III cities with the private sector using
PPP.
Expand Jan Aushadhi scheme to provide for all hospitals under Ayushmann Bharat by
2025.

SWACHH BHARAT MISSION



The total allocation proposed for Swachh Bharat Mission is ₹12,300 crore.
NDA government is "committed to Open Defecation Free (ODF) plus in order to sustain
ODF behaviour and to ensure no one is left behind.

SAY 'NO' TO POLLUTION



Government will encourage states which formulate plans for air pollution scheme
soon. ₹4,400 crore allocated for 2020-21.
₹8,000 crore allocated over 5 years for National Mission on Quantum Technology.

FINANCIAL SECTOR











Deposit insurance coverage increased to ₹5 lakh from the existing ₹1 lakh.
Select government securities to be fully opened for NRIs.
Limit for FPIs in corporate bonds raised from 9% to 15%.
To float new debt ETF for government bonds.
Gifty City to set up international bullion exchange.
Credit guarantee scheme for NBFCs extended.
Rs 3,50,000 crore infused in PSU banks in past few years.
Governance reforms in PSU banks to make them more efficient.
PSU banks to be encouraged to raise capital from markets.
To amend bank regulation to strengthen co-op banks.

RENEWABLE ENERGY SECTOR


₹20,000 crore for the renewable energy sector.
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INFRASTRUCTURE SECTOR









2500 access control highway.
9000 km eco-development corridors.
200 coastal and port roads.
2000 km strategic highways.
Proposes to provide ₹1.7 lakh crore for transport infrastructure in 2020-21.
“Chennai-Bengaluru expressway will also be started. Delhi-Mumbai expressway to be
completed by 2023.
National Logistics Policy to be released soon.
100 more airports will be developed by 2024 to support UDAN.

INDIAN RAILWAYS





4 station re-development projects in railways via PPP models.
To develop solar capacity in Indian railways.
Plan more Tejas like trains to connect tourist locations.
Government to launch ₹18,600 crore worth Bengaluru Suburban Transportation project.

TRANSPORTATION SECTOR



Centre to provide 20% equity for Bengaluru Suburban Transportation Raj.
100 more airports to be developed by 2024 to support Central government's "Udaan"
scheme.

AGRICULTURAL SECTOR

















Government has pegged the agricultural credit target at ₹15 lakh crore for fiscal 2020-21.
Indian Railways will set up Kisan Rail in public–private partnership (PPP) mode for cold
supply chain to transport perishable goods.
Nabard refinance scheme will be expanded.
Government is expanding 'PM Kusum Scheme' to 20 lakh farmers to set up solar pumps.
Government will set up solar power units.
Encouragement for the balanced use of all fertilisers including traditional & organic. Focus
will be to change prevailing incentive scheme that encourages use of chemical fertilisers.
Online natural product will also be strengthened.
Committed to doubling farm income by 2022.
Doubling of milk processing capacity by 2025.
Elimination of FMD and brucellosis in cattle and PPR in sheep and goat by 2025.
Civil Aviation Ministry to launch 'Krishi Udaan' for agricultural exports.
Krishi Udaan will be launched by Civil Aviation Ministry to transport agri-products to
national as well international destinations.
Eligible PM KISAN beneficiaries covered under KCC.
Finance Ministry will allocate ₹2.83 crore for agriculture and irrigation. ₹1.23 lakh crore
will be allocated to rural development, Panchayati Raj.
Fish Production target of 200 lakh tonnes by 2022-23.
Fishery extension through 3477 Sagar Mitras and 500 fish FPOs.
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MEASURES TO BE TAKEN TO HELP FARMERS


Finance Minister lays down 16 actionable plan to enhance farmer's incomes. Farm markets
need to be liberalised.

Although utmost care has been taken in preparing this document, any inadvertent error is
regretted.
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