
 



 

 
 

 
 

 
 
 

 
 

 
 

FOR PRIVATE AND INTERNAL CIRCULATION ONLY 
 
This booklet summarises only the important proposals made by the 

Honourable Finance Minister in the Lok Sabha. Whilst every care has 
been taken in the preparation of this document it might contain 

errors for which we should not be held responsible. It must be 
emphasised that the Finance Bill could contain proposals which have 
not been referred to in the budget speech. The information as given 

in this document provides a bird’s eye view on the said proposals and 
thus should not be relied upon for the purposes of economic 

decisions. 
 
February 1, 2017 

 
 

 
 

 
 
 

 

DOSHI CHATTERJEE BAGRI & CO LLP 

 

 
 

BKR International represents the combined strength of more than 

160 independent accounting and business advisory firms in over 500 
offices and 80 countries 



UNION BUDGET  2017 

 

 DOSHI CHATTERJEE BAGRI & CO LLP 

 

 

 

 

 

 

 

 

 

INDEX 
 

 

 

 

PARTICULARS PAGE NOS. 

  

FOREWORD  1 - 2 

HIGHLIGHTS OF ECONOMIC SURVEY 2017 3 - 9  

HIGHLIGHTS OF BUDGET PROPOSALS 2017 10 - 14  

INCOME TAX PROPOSALS 15 - 38 

INDIRECT TAX PROPOSALS 39 - 47 

OTHER BUDGET PROPOSALS 48 - 57 

 

 

 

GLOSSARY 
 

1 Crore   =  Rs. 10 million 

1 Lakh   =  Rs. 100 thousand 

BCD   =  Basic Custom Duty 

ACD   =  Additional Custom Duty 

CVD   =  Countervailing Duty 

SAD   =  Special Additional Duty 

AED   =  Additional Excise Duty 

SAED   =  Special Additional Excise Duty 

MAT  = Minimum Alternate Tax 

GST  = Goods & Service Tax 

FII  = Foreign Institutional Investor 

RSP  = Retail Sale Price 



UNION BUDGET  2017 

 

1 DOSHI CHATTERJEE BAGRI & CO LLP 

 

FOREWORD 

Union Budget, 2017 has been presented today on an auspicious day which is celebrated in the 

Eastern parts of India as Saraswati Puja (worship of Goddess of Learning) and as Vasant 

Panchmi in the rest of India. 

 

This budget is historic as it is a break from the tradition that Union Budgets are usually 

presented on the last working day of February. Not only this long-standing practice of 

introducing a separate Railway Budget has been done away with, and it is now combined with 

the general Union Budget. Further, from this Budget the Central Government has done away 

with the concept of the plan and non-plan expenditure and has introduced revenue and capital 

expenditure. 

 

After the presentation of the last budget on 29 February 2016, major events have taken place 

which would have a long range impact not only on the economy of the country but also on the 

cultural and social milieu.  In the months after the presentation of the last budget some steps 

have been taken to eradicate “black money” (Subterranean money) from the system.  The first of 

these steps was “Income Disclosure Scheme” (IDS) which closed on 30 September 2016.  In 

accordance with the amendment made to the Indian Income Tax Act, 1961, by the Finance Act, 

2016, Direct Tax Dispute Resolution Scheme, 2016 also came into force which was open until 

31 January 2017. 

 

The government also operationalised Benami (Transactions) Prohibition Act, 2016 which was 

with effect from 1 November 2016, and Insolvency & Bankruptcy Code was also made 

effective.  

 

However, the greatest game changer was demonetization of Rs.500/- and Rs.1000/- notes.  This 

was announced on the evening of 8 November 2016, and the holder of such notes had time until 

31 December 2016 to change/deposit such notes.  There has been no major and visible 

opposition on demonetization from the public as a whole. Almost 85% of the Indian currency 

was held in these two currencies nearly all of which has come back into the banking system.  

However, the same amounts of new currency notes have still not been put in the system. 

 

After demonetization, the government has laid great emphasis on the digitisation of the economy 

which may necessitate amendments to certain laws.  It is also the intention of the government to 

provide appropriate cyber security.  Not only this, it appears that the government in the near 

future may also come down heavily on illegal deposits/ transactions and big time offenders who 

have misused the public money/funds.  

 

Effective from 17 December 2016, the Government announced another scheme known as 

PMGKY Deposit Scheme under which one more opportunity was given to those persons who 

did not disclose their untaxed income under the earlier scheme of IDS.  Under PMGKY scheme 

a person on payment of tax @50% of the undisclosed income and deposit of 25% of the said 

income could avail immunity from a penalty and prosecution else he would be liable for harsher 

tax/penalty as well as prosecution.   
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Readers are aware that the Union and State governments have been in discussion for the 

implementation of GST in India for a long time.   It has now been decided to implement GST 

with effect from 1 July 2017. 

 

Initiatives taken by the present government outlined above as well as announced in this Budget 

will go a long way in making the country a preferred destination for not only doing business in 

India but also for “Make in India”.  Further, it is expected that there will be a change in the way 

businesses are carried on in India having regard to the steps announced in this budget as well as 

before 1 February 2017. It is expected that Demonetization together with the advent of GST, 

more and more persons will be switching over to forms of payment other than cash including 

digital payments.  In this respect, technology is going to play a significant role. 

 

In globalised world events beyond the control of the local government also shape the way a 

country, more particularly its economy will grow and its public policies are defined.  It may 

result in the emergence of new power centres in which India is likely to play a pivotal role.   

 

 

                                                                 

Kolkata        Ajay K. Doshi 

February 1, 2017.     
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HIGHLIGHTS OF ECONOMIC SURVEY 2017 
 

ECONOMIC OUTLOOK 

 

 GDP growth for the year 2017-18 forecasted between 6.75%-7.5%. The Survey cited that 

the new currency notes are slowly coming back in circulation and the follow up actions on 

various steps taken post demonetization are also underway – this is expected to support 

growth in 2017-18. Earlier in January 2017, CSO had put a growth estimate of 7.1% for 

2016-17. This was an extrapolated number based on the information available for the first 

seven to eight months of the financial year. 

 Upsides for 2017-18 

o India’s exports are recovering 

o Consumption expected to pick up as effect of demonetization wanes off and on 

account of lower borrowing costs –spending on housing and consumer durables to 

increase 

 Downsides for 2017-18 

o With problem of twin balance sheet persisting, private investments unlikely to pick 

up. Both investment rate and saving rate have come down and will have to be 

raised 

o Any delay in implementation of policy response to demonetization 

o Crude prices 

o Possible eruption of trade tensions 

 Implementation of Goods and Services Tax and De-monetization have been the two big 

announcements in 2016. According to the Survey follow up actions to minimize the costs 

and maximise the benefits will give an impetus to growth in 2017-18. These actions include 

- fast, demand-driven, remonetisation; further tax reforms, including bringing land and real 

estate into the GST, reducing tax rates and stamp duties; and acting to allay anxieties about 

over-zealous tax administration. 

 Need for societal shifts in ideas to overcome three ‘long-standing meta-challenges’ 

o Inefficient redistribution - redistribution by Government in terms of targeting the 

poor remains inefficient 

o Ambivalence about the private sector and property rights - difficulties witnessed in 

advancing strategic disinvestments, persistence of twin balance sheet problem, 

protection of intellectual property rights 

o Improving but still-challenged state capacity - delivery of essential services 

remains impaired 

 

PRICES 

 

 Consumer price inflation has been range bound so far in the year 2016. However some 

pressure was seen emerging with global commodity prices edging up. 

 According to the Survey, with the deceleration in wholesale and retail prices of key food 

items during the second half of 2016-17, the average inflation based on CPI is expected to 

remain below 5 per cent. However, CPI based core inflation has remained sticky so far 

during the current fiscal year. 

 For the year 2017-18, the uptick in global commodity prices particularly crude oil prices 

pose as a risk factor. Food inflation is likely to remain subdued in the light of higher Rabi 
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sowing acreage, projected increase in the production of pulses and key agri-products 

globally, astute food management by the Government and price monitoring. 

 

FISCAL OUTLOOK  

 

 India has remained committed to fiscal consolidation which is reflected in the steady decline 

in fiscal deficit over the past three years. The fiscal deficit to GDP ratio target for 2016-17 

was projected at 3.5%. The target most likely will be met. 

 The survey indicated the following three factors that will impact fiscal outlook in 2017-18: 

o Fiscal windfall both from the high denomination notes that are not returned to the 

RBI and from higher tax collections as a result of increased disclosure under the 

Pradhan Mantra Garib Kalyan Yojana (PMGKY) 

o Implementation of the GST. Government has commitment to compensate the states 

for any shortfall in their own GST collections, the outlook is cautious with respect 

to revenue collections. Full gains of the GST will take time to realize 

o There has been an increase in the tax to GDP ratio by about 0.5 percentage points 

in each of the last two years, owing to the oil windfall. This is likely to wane off. In 

fact, excise-related taxes are expected to decline by about 0.1 percentage point of 

GDP, after a swing of about 0.6 percentage points relative to 2016-17. 

 India is on a convergence path and the country is expected to witness significant growth 

rates for next two decades. Debt dynamics, therefore, for the next decade will be favourable 

for India as compared to most advanced countries and emerging market economies. 

 On the deficit front, India’s high primary deficit is of grave concern which can expose the 

country to high levels of debt ratio if growth and interest rate differential falters. India's 

experience has highlighted the risk of relying on rapid growth rather than steady primary 

balance adjustment to reduce debt. The approach has failed to put the debt-GDP ratio firmly 

on a downward path. The new FRBM Committee formed by the government is reviewing 

the flow and stock vulnerabilities prevailing in the country and set out a new vision, an 

FRBM for the 21
st
 century. 

 As far as States are concerned, most of them have displayed an impressive performance in 

containing the fiscal deficit to 3% of GSDP. Apart from the Fiscal Responsibility 

Legislation (FRL), which made an impact in terms of outcomes as well as behavior, much 

of the improvement in fiscal management came from increased transfers from the centre, 

decline in interest payments, higher GDP growth in states and increased expenditure by the 

centre towards Centrally Sponsored Schemes. 

 The restraint in spending displayed by States is praiseworthy. However, with fiscal 

challenges rising on account of higher pay outs as recommended in the seventh pay 

commission, slowing growth and rising payments from UDAY bonds, conditions will not be 

as smooth as they were in the mid-2000s. 

 

EXTERNAL SECTOR 

 

 India’s exports have noted an uptick in the year 2016-17, after reporting deceleration for 

two consecutive years. Our exports to some major destinations like United States, Europe 

and Asia have noted an increase. 

 Trade deficit declined to US$ 76.5 billion in 2016-17 (April-December) as compared to 

US$ 100.1 billion in the corresponding period of the previous year. 
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 The current account deficit (CAD) remains range bound and narrowed in the first half (H1) 

of 2016-17 to 0.3 per cent of GDP from 1.5 per cent in H1 of 2015-16 and 1.1 per cent in 

2015-16 full year. 

 The Survey states that given that India’s growth ambitions of 8-10 percent require export 

growth of about 15-20 percent, any serious retreat from openness on the part of India’s 

trading partners would jeopardize those ambitions. 

 On the trade front the Survey identifies the opportunities that can arise for India on back of 

the changing global trade scenario. It is suggested that in order to promote labour-intensive 

exports, India could more proactively seek to negotiate free trade agreements with the UK 

and Europe. Further, given the geo political shift and United States receding from major 

trade agreements, India should proactively pursue reviving the WTO and multilateralism 

more broadly. 

 

DEMONETISATION: TO DEIFY OR DEMONIZE? 

 

 The Economic Survey states that Demonetisation has been a radical, unprecedented step 

with short term costs and long term benefits. The liquidity squeeze was less severe than 

suggested by the headlines and has been easing since end-December 2016. 

 The impact of demonetisation in the Economic Survey is based on a macro-assessment, 

specifically on five broad indicators namely: Agricultural (rabi) sowing; Indirect tax 

revenue, as a broad gauge of production and sales; Auto sales generally, as a measure of 

discretionary consumer spending, and two-wheelers (an indicator of rural and demand of the 

less affluent); Real estate prices; and Real Credit growth. 

o Agricultural sowing, passenger car sales, and overall excise taxes bear little 

imprint of demonetisation 

o Sales of two-wheelers show a marked decline after demonetisation; credit 

numbers were already looking weak before demonetisation, and those pre-existing 

trends were further reinforced after November 8. 

 Based on this macro-assessment, the Economic Survey states that demonetisation will have 

implications for GDP, reducing 2016-17 growth by ¼ to ½ percentage points compared to 

the baseline of 7 percent. It further adds that recorded GDP growth in the second half of 

FY2017 will understate the overall impact because the most affected parts of the economy 

— informal and cash based — are either not captured in the national income accounts or to 

the extent they are, their measurement is based on formal sector indicators (for example, 

informal manufacturing is estimated using formal sector indicators (Index of Industrial 

Production). Also, these contractionary effects will dissipate by year-end when currency in 

circulation should once again be in line with estimated demand, which would also allow 

growth to converge to a trend by FY 2017-18. 

 As per the Economic Survey, demonetisation will affect the fiscal accounts in the following 

ways: 

o Wealth gain to RBI/ Government from unreturned cash 

o Short-term flow impact: While income taxes could go up, the negative effect will 

be from cost of printing new notes, cost of sterilizing the surge in liquidity into the 

banking system via MSS bonds, and reduction in corporate and indirect tax 

revenues if nominal GDP growth declines. 
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THE FESTERING TWIN BALANCE SHEET PROBLEM 

 

 The Economic Survey notes that India has been trying to solve its Twin Balance Sheet 

problem–overleveraged companies and bad-loan-encumbered banks but the problem has 

continued to fester: NPAs keep growing, while credit and investment keep falling. It adds 

that perhaps it is time to consider a different approach – a centralised Public Sector Asset 

Rehabilitation Agency (PARA) that could take charge of the largest, most difficult cases, 

and make politically tough decisions to reduce debt. 

 The Economic Survey presents the broad outline of how a PARA would work. 

o It would purchase specified loans (for example, those belonging to large, over-

indebted infrastructure and steel firms) from banks and then work them out, either 

by converting debt to equity and selling the stakes in auctions or by granting debt 

reduction, depending on professional assessments of the value-maximizing 

strategy. 

o Once the loans are off the books of the public sector banks, the government would 

recapitalise them, thereby restoring them to financial health and allowing them to 

shift their resources – financial and human –back toward the critical task of making 

new loans. Similarly, once the financial viability of the over-indebted enterprises is 

restored, they will be able to focus on their operations, rather than their finances. 

And they will finally be able to consider new investments. 

o The capital requirements would be large. The funding would partly need to come 

from government issues of securities. A second source of funding could be the 

capital markets, if the PARA were to be structured in a way that would encourage 

the private sector to take up an equity share. A third source of capital could be the 

RBI. The RBI would (in effect) transfer some of the government securities it is 

currently holding to public sector banks and PARA. As a result, the RBI’s capital 

would decrease, while that of the banks and PARA would increase. There would be 

no implications for monetary policy, since no new money would be created. 

 

UNIVERSAL BASIC INCOME 

 

 UBI has been recommended as an alternative to the various social welfare schemes which 

could reduce poverty. The proposed concept of UBI will have three components: 

universality, unconditionality and agency. It is perceived as a ‘right’ given to every 

individual or citizen of India whereby he/she will have access to an income to cover basic 

needs. 

 UBI could have several benefits: can help create a just and non-exploitative society, 

promote greater productivity, reduce poverty; enhance the status of an individual (poor) 

from a subject to an ‘agent’, empowering them to take their own economic decisions, 

increase bargaining power of individuals in the labour market. 

 UBI can also help in overcoming the weaknesses present in the existing welfare schemes, 

and can help in overcoming the issues related to misallocation as it will involve only a 

transfer of resources wherein beneficiaries will not necessarily be required to ‘access’ the 

resource. The simplicity of the concept would also make it easier to administer and monitor 

the scheme. The scheme will be universal and hence it would lead to lower exclusion errors. 

 The survey further advocates that, since UBI is a cash transfer, its real value will be 

determined by inflation and hence it should be indexed to prices to ensure revision of the 

amount periodically. 
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 For successful implementation of UBI, it would be essential that the JAM system functions 

well and the issue of cost sharing between centre and state is resolved. 

 The survey also cautions that though it is an appealing idea, implementation of the scheme 

may create certain challenges particular the fact that it could become an additional 

programme, and not a replacement of the current social programmes. This could make the 

scheme financially unviable. 

 

ONE ECONOMIC INDIA - INTEGRATED INDIA 

 

 Contrary to the general perception, an analysis of information from Big Data - invoice level 

transactions from the GSTN shows that India is highly integrated internally, with 

considerable flows of both people and goods. 

 According to the results presented in the Economic Survey 2016-17, estimates for interstate 

trade flows indicate that cross-border exchanges between and within firms amount to at least 

54 per cent of GDP, implying that interstate trade is 1.7 times larger than international trade. 

 Though for India the interstate trade (54 per cent of GDP) is not as high as United States or 

China but substantially greater than provincial trade within Canada and greater than trade 

between Europe Union 

 Further, the data covered mainly included manufactured goods and excludes agricultural 

products, and is therefore an underestimate of total internal trade in goods 

 Further with regard to trade, smaller states like Uttarakhand, Himachal Pradesh and Goa 

have a higher ratio of trade as a per cent of GSDP; the net exporters are the manufacturing 

powerhouses of Tamil Nadu and Gujarat. Also, agriculturally rich states like Haryana and 

Uttar Pradesh also have a strong manufacturing base because of Gurugram and Noida. 

 

INCOME, HEALTH AND FERTILITY: CONVERGENCE PUZZLES 

 

 The Economic Survey points out that though India’s economic performance has been very 

good over the past two decades till 2014; there has been diversity in the performance of the 

states. 

 Between 1983 and 2014, all states have shown improvements in their real per capita GSDP. 

However, in terms of convergence in real per capita GDP during 2004-2014, incomes level 

in different states of India has diverged. Similar divergence was also observed when 

convergence in real per capita consumption for states in India was studied. 

 This indicates that though states have shown rapid growth over the years, regional 

inequality among them has also increased. 

 The Economic Survey mentions this phenomenon to be confusing because the period 

between 2004 and 2014 was marked with favourable forces of equalisation including strong 

and rising movements of goods and people across the sates, which was not the case in the 

decade previous to that (1994-2004) in which incomes had diverged. 

 One possible reason highlighted by the Economic Survey for this regional dispersion in 

income and consumption is the possibility of some governance traps which could have 

been there, impeding the growth of some of the states. But the reason for the existence of 

any such trap has remained unknown. 
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INDIA ON THE MOVE AND CHURNING: NEW EVIDENCE 

 

The Economic Survey states that the new estimates of labour migration in India have revealed 

that inter-state labor mobility is significantly higher than previous estimates. 

 

 As per the new study, annually inter-state labour mobility averaged 5-6 million people 

between 2001 and 2011, yielding an inter-state migrant population of about 60 million and 

an inter-district migration as high as 80 million. This is significantly greater than the annual 

average flow of about 4 million suggested by successive Censuses. 

 Less affluent states see more out migration migrating out while the most affluent states are 

the largest recipients of migrants. 

 Migration for work and education is accelerating. In the period 2001-2011 the rate of 

growth of labour migrants nearly doubled relative to the previous decade, rising to 4.5 per 

cent per annum. Interestingly, the acceleration of migration was particularly pronounced for 

females and increased at nearly twice the rate of male migration in the 2000s. 

 In India, while internal political borders impede the flow of people, language does not seem 

to be a demonstrable barrier to the flow of people. When similar analyses are done 

internationally there is a strong language effect, namely that countries with a common 

language see larger migrant flows. In trade, the common language effect is estimated to be 

about 16 to 30 per cent more than countries that do not. But within India, in both trade and 

labour flows, language doesn’t seem to matter. 

 

The Economic Survey suggests policy actions to sustain and maximize the benefits of migration 

namely: ensuring portability of food security benefits, providing healthcare and a basic social 

security framework for migrants – potentially through an inter-state self-registration process. 

While there do currently exist multiple schemes that have to do with migrant welfare, they are 

implemented at the state level, and hence require greater inter-state coordination. 

 

FROM COMPETITIVE FEDERALISM TO COMPETITIVE SUB-FEDERALISM: 

CITIES AS DYNAMOS 

 

 Urban Indians now form about one-third of the population – and they produce more than 

three-fifths of the country’s GDP. By all accounts, urbanisation will define the trajectory of 

Indian development. 

 India’s urbanisation rate appears to have been similar to that in other countries. India’s 

urbanisation rate should begin to converge with those in similar emerging markets, rising to 

40 per cent by 2030. And much of this urban growth is likely to take place in the bigger 

cities. 

 India’s large cities are unusually small. The reasons could be infrastructure is overburdened 

and India is land-scarce relative to most countries. By 2050, its land-to-population ratio will 

have declined fourfold relative to 1960, and India will be amongst the most land-scarce 

countries in the world. 

 Urban local bodies (ULBs) face major and inextricably linked problems: poor governance 

capacities, large infrastructure deficits and inadequate finances. 

 Urbanisation will pose considerable challenges for municipalities over the coming decades. 

But these challenges can be overcome. 

o The first task is empowering ULBs financially. States should empower cities to 

levy all feasible taxes. The Government should leverage the Indian Space 
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Research Organization (ISRO)/National Remote Sensing Agency (NRSA) to 

assist ULBs in implementing GIS mapping of all properties in the area of a ULB. 

o ULBs need to be empowered but the political economy challenges—higher level 

bodies (state governments) needing to cede power and sharing resources--are 

daunting. 

o Data and transparency can play an important role. 

o Competition between states is becoming a powerful dynamic of change and 

progress, and that dynamic must extend to competition between states and cities 

and between cities. Cities that are entrusted with responsibilities, empowered with 

resources, and encumbered by accountability can become effective vehicles for 

competitive federalism and, indeed, competitive sub-federalism to be unleashed. 

 

CLOTHES AND SHOES: CAN INDIA RECLAIM LOW SKILL MANUFACTURING? 

 

 The Economic Survey provides that Apparel and Leather & Footwear sectors provide 

immense opportunities for creation of jobs for the weaker sections, especially for women, 

and can become vehicles for broader social transformation in the country. 

 India has an excellent opportunity to promote apparel, leather and footwear sectors because 

of rising wage levels in China that has resulted in China stabilizing or losing market share in 

these products. 

 The key challenges which are impediment for the growth of apparel & leather industry have 

been identified in the areas of logistics, labour regulations, tax & tariff policy, and 

disadvantages emanating from the international trading environment compared to 

competitor countries. 

 Three key policy responses are suggested to address the twin issues of jobs and promoting 

exports in these sectors: 

a) signing FTAs especially with EU & UK 

b) GST-induced tax rationalization 

c) labour law reforms 
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HIGHLIGHTS OF UNION BUDGET 2017 

 

INCOME TAX  

 

Measures for Promoting Affordable Housing and Real Estate Sector 

 

 It is proposed to change the built up area requirement to carpet area of 30 and 60 sq.mtr. 

Also the 30 sq.mtr. limit will apply only in case of municipal limits of 4 metropolitan cities 

while for the rest of the country including in the peripheral areas of metros, limit of 60 

sq.mtr.will apply.  In order to be eligible, the scheme was to be completed in 5 years after 

commencement.  

 The holding period for considering gain from immovable property to be long term is 3 years 

now.  This is proposed to be reduced to 2 years.  Also, the base year for indexation is 

proposed to be shifted from 1.4.1981 to 1.4.2001 for all classes of assets including 

immovable property.   

 For Joint Development Agreement signed for development of property, the liability to pay 

capital gain tax will arise in the year the project is completed. 

 It is proposed to exempt from capital gain tax, the persons holding land on 2.6.2014, the 

date on which the State of Andhra Pradesh was reorganised, and whose land is being pooled 

for creation of capital city under the Government scheme.  

 

Measures for Stimulating Growth  

 

 the concessional with-holding rate of 5% being charged on interest earned by foreign 

entities in external commercial borrowings or in bonds and Government securities is being o 

extended to 30.6.2020.  This benefit is also extended to Rupee Denominated (Masala) 

Bonds.  

 For the purpose of carry forward of losses in respect of such start-ups, the condition of 

continuous holding of 51% of voting rights has been relaxed subject to the condition that the 

holding of the original promoter/promoters continues.  The profit linked deduction available 

to the start-ups for 3 years out of 5 years is being changed to 3 years out of 7 years. 

 In order to allow companies to use MAT credit in future years, it is proposed to allow carry 

forward of MAT up to a period of 15 years instead of 10 years at present.  

 It is proposed to reduce the income tax for smaller companies with annual turnover upto Rs. 

50 crore to 25%.  

 In order to give a boost to banking sector, it is proposed to increase allowable provision for 

Non-Performing Asset from 7.5% to 8.5%. 

 Considering the wide range of use of LNG as fuel as well as feed stock for petro-chemicals 

sector, it is proposed to reduce the basic customs duty on LNG from 5% to 2.5%. 

 In order to incentivise domestic value addition and to promote Make in India, it is  proposed 

to make changes in Customs&Central Excise duties in respect of certain items.  

 

Promoting Digital Economy  

 

 For purpose of scheme of presumptive income tax for small and medium tax payers whose 

turnover is upto Rs. 2 crores, the rate of income tax has been changed to 6% from 8%.  
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 it is proposed to limit the cash expenditure allowable as deduction, both for revenue as well 

as capital expenditure, to Rs. 10,000.  Similarly, the limit of cash donation which can be 

received by a charitable trust is being reduced from Rs. 10,000/- to Rs. 2000/-. 

 The Special Investigation Team (SIT) set up by the Government for black money has 

suggested that no transaction above Rs. 3 lakh should be permitted in cash.  The 

Government has decided to accept this proposal. 

 To promote cashless transactions, it is proposed to exempt BCD, Excise/CV duty and SAD 

on miniaturised POS card reader for m-POS, micro ATM standards version 1.5.1, Finger 

Print Readers/Scanners and Iris Scanners. Simultaneously, it is also proposed to exempt 

parts and components for manufacture of such devices, so as to encourage domestic 

manufacturing of these devices. 

 

Transparency in Electoral Funding  

 

 Following scheme has been proposed to cleanse the system of funding of political parties: 

 In accordance with the suggestion made by the Election Commission, the maximum 

amount of cash donation that a political party can receive will be Rs. 2000/- from one 

person. 

 Political parties will be entitled to receive donations by cheque or digital mode from their 

donors. 

 As an additional step, an amendment is being proposed to the Reserve Bank of India Act 

to enable the issuance of electoral bonds in accordance with a scheme that the Government 

of India would frame in this regard.   

 Every political party would have to file its return within the time prescribed in 

accordance with the provision of the Income-tax Act.   

 

Ease of Doing Business  

 

  In order to reduce the compliance burden due to domestic transfer pricing provisions, it is 

proposed to restrict the scope of domestic transfer pricing only if one of the entities involved 

in related party transaction enjoys specified profit-linked deduction.   

 It is proposed to increase the threshold limit for audit of business entities who opt for 

presumptive income scheme from Rs. 1 crore to Rs. 2 crores.  Similarly, the threshold for 

maintenance of books for individuals and HUF is being increased from turnover of Rs. 10 

lakhs to Rs. 25 lakhs or income from Rs. 1.2 lakhs to Rs. 2.5 lakhs. 

 It is proposed to exempt Foreign Portfolio Investor (FPI) Category I & II from indirect 

transfer provision.  It is also proposed to issue a clarification that indirect transfer provision 

shall not apply in case of redemption of shares or interests outside India as a result of or 

arising out of redemption or sale of investment in India which is chargeable to tax in India. 

  It is proposed to exempt individual insurance agents from the requirement of TDS subject 

to their filing a self-declaration that their income is below taxable limit.  

 It is proposed to allow payment of advance tax in one instalment for presumptive taxation 

for professionals with receipt upto Rs. 50 lakhs p.a. 

 In order to allow the people to claim the refund expeditiously, the time period for revising a 

tax return is being reduced to 12 months from completion of financial year, at par with the 

time period for filing of return.  Also the time for completion of scrutiny assessments is 

being compressed further from 21 months to 18 months for Assessment Year 2018-19 and 

further to 12 months for Assessment Year 2019-20 and thereafter. 
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Personal Income-Tax 

 

 It is proposed to reduce the existing rate of taxation for individual assesses between income 

of Rs. 2.5 lakhs to Rs. 5 lakhs to 5% from the present rate of 10%.  In order not to have 

duplication of benefit, the existing benefit of rebate available to the same group of 

beneficiaries is being reduced to Rs. 2500 available only to assessees upto income of Rs. 3.5 

lakhs.  

 It is proposed to levy a surcharge of 10% of tax payable on categories of individuals whose 

annual taxable income is between Rs. 50 lakhs and Rs. 1 crore.  The existing surcharge of 

15% of Tax on people earning more than Rs. 1 crore will continue. 

 It is also proposed to introduce a simple one-page form to be filed as Income Tax Return for 

the category of individuals having taxable income upto Rs. 5 lakhs other than business 

income.  Also a person of this category who files income tax return for the first time would 

not be subjected to any scrutiny in the first year unless there is specific information 

available with the Department regarding his high value transaction.   

 

SERVICE TAX  

 

A. Legislative Changes – exemption   

 

 Defence Force Group Insurance Funds for Life Insurance to the Defence Forces under 

Group Insurance Scheme. 

 One time upfront payment of premium, salami, cost, price, development charges etc., 

payable for grant of long term lease of industrial plots (30 years or more)by State 

Government Industrial development Corporations/Undertakings to Industrial units  

 

B. Other Legislative Changes on Authority for Advance Ruling 

 

 Clause (d) of section 96A is being amended to substitute the meaning of authority 

 Section 96B relating to vacancies not to invalidate proceedings is being omitted. 

 Sub-section (3) of section 96C is being amended so as to increase the application fee for 

seeking advance ruling 

 Sub-section (6) of section 96D is being amended so as to provide time limit of six months 

by which Authority shall pronounce its ruling on the lines of the Central Excise Act. 

 A new section 96HA is being inserted so as to provide for transferring the pending 

applications before the Authority for Advance Rulings 

 

C. New Exemption 

 

 Services provided or agreed to be provided by the Army, Naval and Air Force Group 

Insurance Funds by way of life insurance to members of the defence forces. 

 The exemption vide S. No. 9B of notification No. 25/2012-ST dated 20.06.2012, is being 

amended so as to omit the word “residential” appearing in the notification 

 Under the Regional Connectivity Scheme (RCS), exemption from service tax is being 

provided in respect of the amount of viability gap funding (VGF) 
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D. Rationalization Measures 

 

Explanation-I (e) for the purpose of sub-rule (3) and (3A) of Rule 6 of Cenvat Credit Rules, 

2004 is being amended so as to exclude banks and financial institutions including non-banking 

financial companies engaged in providing services by way of extending deposits, loans or 

advances from its ambit. 

 

EXCISE DUTY 

 

 Increase in Rate of Excise Duty for cigar products, Paper rolled biris( handmade and 

machine made), Cigarettes of tobacco substitutes, Solar tempered glass for use in solar 

photovoltaic cells/modules, solar power generating equipments or systems etc. 

 Increase in rate of Additional Excise duty has been  proposed on  Pan Masala, Tobacco and 

Tobacco products. 

 Reduction in rate of Excise duty of the followings 

o Parts/raw materials for manufacture of Solar tempered glass for use in solar 

photovoltaic cells/modules, solar power generating equipments or system etc. 

o All item of machinery required for fuel cell based power generating system to be 

set up in the country or for demonstration purposes. 

o All item of machinery required for balance of system operating on biogas/bio-

metheane/ by –product hydrogen. 

o Membrane Sheet and Tricot/Spacer for use in manufacture of RO membrane 

element for household type filters, subject  to actual user condition. 

o Resin and catalyst for manufacture of cast components for Wind Operated Energy 

Generators(WOEG)   

 

OTHER PROPOSALS 

 

 Rate of Excise duty on motor vehicles for transport of more than 13 persons has been 

reduced from 27% to 12.5% with retrospective effect from 01.01.2017. 

 Nil rate of excise duty has been proposed for manufacture of miniaturized POS card reader 

for m-pos (not including mobile phones or tablet computers) and parts and component for 

manufacture of same and specified micro ATM, finger print reader/scanners. 

 6% duty has been proposed to be levied on all parts for manufacture of LED light or fixtures 

including LED lamps, subject to actual user condition. 

 Advance Ruling                             

o The definition of Authority in case of Advance Ruling shall mean the Authority 

for Advance Rulings constituted under section 245-O of the Income-tax Act, 1961. 

o The pending applications before the erstwhile Authority for Advance Rulings 

(Central Excise, Customs and Service Tax) shall stand transferred to the Authority 

constituted under section 245-O of the Income-tax Act, 1961 from the stage at 

which such application or proceeding stood as on the date on which the Finance 

Bill, 2017 receives the assent of the President. 

o Application fee for seeking advance ruling has been increased from Rs.2,500 to 

Rs.10,000 

o The time limit for pronouncement of ruling by the Authority has been changed to 

six months. 
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CUSTOM DUTY 

 

 Increase in customs duty rates has been proposed for the following items: 

o Cashew nut 

o RO  membrane element for household type filters 

o Other Aluminum ores and concentrates 

o Co-polymer coated MS tapes/ stainless steel tapes for manufacture of 

telecommunication grade optical fibre cables, subject to actual user condition 

o Populated Printed Circuit Boards (PCBs) for the manufacture  of mobile phones 

 Decrease in customs duty rates has been proposed for the following items: 

o Liquefied Natural Gas 

o o-Xylene 

o Vinyl Polyethylene Glycol (VPEG) for use in manufacture of Poly Carboxylate 

Ether, subject to actual user condition 

o Solar tempered glass for use in manufacture of solar cells/panels/modules   

o Parts/raw material for manufacture of solar tempered glass for use in solar 

photovoltaic cells/panels/modules, solar power generating equipment 

o Resin and catalyst for manufacture of cast components for Wind Operated Energy 

Generators 

o All items of machinery required for fuel cell based power generating systems to be 

set up in the country or for demonstration purposes 
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INCOME TAX PROPOSALS 

 

A. RATES OF INCOME TAX 

 

RATES OF INCOME TAX FOR NON-CORPORATE TAX PAYERS 

 

The Finance Minister has proposed to reduce the basic rate of income tax from 10% to 5% in the 

case of tax payers falling in the income slab from Rs.250,000 to Rs.500,000.  In the case of other 

slabs, the rate of tax remains the same. 

 

However, the Finance Minister has proposed to levy a surcharge @ 10% on income tax in case 

of a person having total income exceeding Rs.5,000,000 but not exceeding Rs.1 Crore.  In the 

case of a tax payer having total income exceeding Rs.1 Crore, surcharge will be 15%.   

 

The impact of the changes in rates will be as follows: 

 

Assessee: Mr. A (resident non corporate assessee) 

P/Y: 2017-18 

A/Y: 2018-19 

Example 1 

Pre-Budget Scenario: 

Total tax payable on total income of  Rs.3,50,000/- after claiming rebate u/s 87A and including 

cess Rs.10,150/- 

 

Post-Budget Scenario: 

Total tax payable on total income of Rs.3,50,000/- after claiming rebate u/s 87A and including 

cess Rs.2,500/- 

 

Resultant tax savings = Rs.7,650/- 

 

Example 2 

Pre-Budget Scenario: 

Total tax payable on total income of Rs.5,00,000/- after claiming rebate u/s 87A  and including 

cess Rs.20,600/- 

 

Post-Budget Scenario: 

Total tax payable on total income of Rs.5,00,000/-  after including cess Rs.12,875/-  

 

Resultant tax savings = Rs.7,725/- 

 

Example 3 

Pre-Budget Scenario: 

Total tax payable on total income of Rs.10,00,000/- after  including cess Rs.1,28,750/- 

 

Post-Budget Scenario: 

Total tax payable on total income of Rs.10,00,000/-  after including cess Rs.1,15,875/-  

 

Resultant tax savings = Rs.12,875/- 
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Example 4 

Pre-Budget Scenario: 

Total tax payable on total income of Rs.60,00,000/- after  including cess Rs.16,73,750/- 

 

Post-Budget Scenario: 

Total tax payable on total income of Rs.10,00,000/-  after including surcharge @ 10% and cess 

Rs.18,26,963/-  

 

Resultant tax liability = Rs.1,53,213/- 

 

RATES OF INCOME TAX FOR CORPORATE TAX PAYERS 

 

The Finance minister has proposed that in the case of domestic companies the rate of income tax 

will be 25% if the total turnover or gross receipts for the year 2015-16 does not exceed Rs.50 

Crore. 

In case of other companies no change has been proposed in the rates of tax. 

 

No change is proposed in the case of surcharge, education cess and secondary and higher 

education tax on income tax. 

 

B. ADDITIONAL RESOURCE MOBILISATION 

 

RATIONALISATION OF TAXATION OF INCOME BY WAY OF DIVVIDEND 

 

Under the existing section 115BBDA, inserted by the Finance Act, 2016, with effect from 1 

April 2017, income by way of dividends in excess of Rs.10 lakh attracts tax @ 10%on gross 

basis in case of resident individual, HUF or firm. 

 

The Finance Bill proposes to extend the scope of this tax to all tax payers who are residents in 

India except a domestic company or certain funds, trusts, institutions etc., 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 and 

subsequent years. 

 

DEDUCTION OF TAX AT SOURCE IN THE CASE OF CERTAIN INDIVIDUALS AND 

HUF 

 

Under the existing provision of section 194I of the Act, tax is required to be deducted on account 

of payment of rent beyond a threshold limit.  Such requirement also applies to an individual or a 

HUF, who is liable for tax audit under section 44AB. 

 

The Finance bill proposes to insert a new section 194IB to provide that all individuals and HUF 

whether liable for tax audit or not will be required to deduct tax at source in cases where the rent 

exceeds Rs.50,000/- per month or part thereof and which is payable to a resident.  The rate of 

such TDS is proposed at 5%. 
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It is also proposed that such tax will be required to be deducted in the last month of the year or 

the last month of tenancy as the case may be.  Further, such deductor will not be required to 

obtain tax deduction account number (TAN). 

 

In a case where the payee does not furnish permanent account number (PAN) then the deduction 

will be at the higher of the following rates, namely: 

i) At the rate specified in the relevant provisions of the Income Tax Act; or 

ii) At the rate or rates in force; or 

iii) At the rate of 20%. 

 

It is however, proposed that deduction as above will not exceed the amount of rent payable for  

the last month of the year or the last month of tenancy as the case may be. 

 

This amendment will take effect from 1 June 2017. 

 

C. MEASURE FOR PROMOTING AFFORDABLE HOUSING AND REAL ESTATE 

SECTOR INCENTIVES FOR PROMOTING INVESTMENT FOR IMMOVABLE 

PROPERTY 

 

Under the existing provisions of the Act, long term capital gains tax is charged in a case where 

the immovable property is held for more than 36 months. 

 

The Finance Bill proposes to reduce the holding period of 24 months in case of immovable 

property having land or building or both. 

 

This amendment will take effect from 1 April 2018, relevant to the assessment year 2018-19 and 

subsequent years. 

 

RATIONALISATION OF PROVISIONS OF SECTION 80IBA TO PROMOTE 

AFFORDABLE HOUSING 

 

Under the existing provisions of section 80IBA, deduction is allowed in respect of capital gains 

derived from developing and building certain housing projects subject to specified conditions.  

One of the conditions is that the built up area of the residential unit in respect of project located 

in Chennai, Delhi, Kolkata and Mumbai or within 25 km from the municipal limits of these 

cities should not exceed 30 sq meters.  The existing provisions also provide that the project has 

to be completed within a period of 3 years. 

 

The Finance Bill provides for the following relaxation: 

i) Instead of built up area, 30 sq. meters is now proposed to be measured with reference 

to the carpet area. 

ii) The restriction of 30 sq meters on the size of the residential units will not apply to the 

place located within a distance of 25 kms from the municipal limits of the above 

mentioned cities. 

iii) The completion period for the project is proposed to be extended to 5 years. 
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SPECIAL PROVISIONS FOR COMPUTATION OF CAPITAL GAINS IN CASE OF 

JOINT DEVELOPMENT AGREEMENT (JDA) 

 

Under the existing provisions of the Income Tax Act, there are no specific provisions for 

taxation of capital gains arising out of execution of JDA between the owner of immovable 

property and the developer. 

 

The Finance Bill provides for insertion of certain specific provisions for taxation of such capital 

gains.  In the case of an individual or HUF who enters into a specified agreement for JDA the 

capital gains will be charged to tax as income for the year in which the certificate of completion 

for the whole or part of the project is issued by the competent authority. 

 

It is also proposed that Stamp Duty Value of owner’s share being land or building or both in the 

project on the date of issue of certificate of completion as increased by any monetary 

consideration received, if any, will be deemed to be the full value of the consideration received. 

 

The Bill also provides that the benefit of the proposed provisions will not apply to a tax payer 

who transfers his share in the project to any other person on or before the date of issue of the 

said certificate of completion.  In such a situation the capital gains as determined under the 

normal provisions of the Act will be deemed to be the income of the year in which such transfer 

took place. 

 

The term “competent authority” is proposed to be defined to mean the authority empowered to 

approve the building plan.   

 

The term “specified agreement” is proposed to be defined to mean a registered agreement. 

 

The Finance Bill also proposes to insert a new section 194IC which provides for the deduction 

of tax at  

source at 10% on the aforesaid monetary consideration. 

 

This amendment will take effect from 1 April 2017.  

 

SHIFTING OF BASE TO BE FROM 1981 TO 2001 FOR COMPUTATION OF 

CAPITAL GAINS 

 

Under the existing provisions of income tax, base year for computation of capital gains is 1981. 

This date is proposed to be shifted to 1 April 2001. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 and 

subsequent years. 

 

EXPANDING THE SCOPE OF LONG TERM BONDS UNDER SECTION 54EC. 

 

The existing provisions of the said section provides that capital gains to the extent of Rs.50 lakh 

arising from the transfer of long term capital asset will be exempt if the tax payer invests the 

whole or part of capital gains in certain specified bonds within a specified time.  Presently, 
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investment in bonds issued by certain entities as mentioned in the said section itself is eligible 

for exemption. 

 

The Finance Bill proposes to extend the scope of this section for sectors which may raise funds 

by issue of the bonds.  Under the proposed provision the Central Government may notify any 

bonds redeemable after 3 years. 

 

This amendment will take effect from 1 April 2018, relevant to the assessment year 2018-19. 

 

NOTIONAL INCOME FOR HOUSE PROPERTY HELD AS STOCK IN TRADE 

 

The Finance Bill proposes that there will be no notional income in the case of a house property 

consisting of any building and land appurtenant thereto which is held as stock in trade and such 

property or part of the property is not let during the whole or any part of the previous year.  The 

notional income from such properties will not be charged to tax for the period up to one year 

from the end of the financial year in which the certificate of completion of construction of the 

property is obtained from the competent authority. 

 

This amendment is effective from 1 April 2018. 

 

D. MEASURES FOR STIMULATING GROWTH   

 

EXTENTION OF ELIGIBLE PERIOD OF CONCESSIONAL TAX RATE ON 

INTEREST IN CASE OF EXTERNAL COMMERCIAL BORROWING AND 

EXTENSION ON BENEFIT TO RUPEE DOMINATED BONDS. 

 

The Finance Bill proposes to amend section 194 LC to provide for the concessional rate of 5% 

of TDS on interest in case of ECB. It is also proposed to be extended to borrowings made before 

1 July 2020. 

This amendment will be effective from 1 April 2018 relevant to the assessment year 2018-19. 

 

The Finance Bill also proposes to amend the provisions of section 194 LC to extend the benefit 

of lower rate of TDS of 5% to Rupee Dominated Bonds issued outside India before 1 July 2020.   

 

This amendment will take effect retrospectively from 1 April 2016 relevant to the assessment 

year 2016-17. 

 

EXTENION OF ELIGIBLE PERIOD OF CONCESSIONAL TAX RATE UNDER 

SECTION 194 LD 

 

The concessional rate of TDS at 5% in the case of interest payable at any time on or after 1
t
 June 

2016 and before 1 July 2017 to FIIs and QFIs on their investment in government security and 

rupee dominated corporate bonds is proposed to be extended to 1 July 2020. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19. 
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CARRY FORWARD AND SET OFF LOSS IN CASE OF CERTAIN COMPANIES 

 

Under the existing provisions of section 79 of the Income Tax Act carry forward of loss is 

restricted.  Such restriction applies to a company not being a company in which public are 

substantially interested.  Primarily, such restriction applies in a case whether there is a 

substantial change in the shareholding.  

 

The Finance Bill proposes to amend section 79 of the Act to provide that where a change in 

shareholding has taken place in the case of a company not being a company in which the public 

are substantially interested and being an eligible start up, losses will be carried forward and set 

off against the income of the previous year, if all the shareholders of such company which held 

shares carrying voting power on the last day of the year or years in which the loss was incurred 

being  the losses incurred during the period of seven years beginning from the year in which 

such company is incorporated, continue to hold shares on the last day of such year.   

 

This amendment will take effect from 1
 
April 2018, relevant to the assessment year 2018-19. 

 

EXTENDING THE PERIOD FOR CLAIMING DEDUCTION BY START UPS 

 

The Finance Bill proposes to amend section 80 IAC to provide that deduction under the said 

section by startups can be claimed by an eligible start up in 3 consecutive years out of 7 years  

beginning from the year I which such eligible start up is incorporated.   

 

Under the existing provisions the period is 3 consecutive years out of 5 years. 

 

This amendment is effective from 1 April 2018, relevant to the assessment year 2018-19. 

 

RATIONALISATION OF PROVISIONS RELATING TO TAX CREDIT FOR 

MINIMUM ALTERNATE TAX AND ALTERNATE MINIMUM TAX 

 

The Finance Bill proposes to amend section 115JAA and 115JD to extend the benefit of carry 

forward of MAT/AMT credit to 15 years instead of existing 10 years. 

 

The said sections also proposed to be amended to provide that tax credit in respect of 

MAT/AMT will not be allowed to be carried forward to subsequent years to the extent that such 

credits relate to the difference between the amount of foreign tax credit (FTC) allowed against 

MAT/AMT and FTC allowable against the tax computed under regular provisions of the Act 

other than the provisions relevant to MAT/AMT. 

 

These amendments will take effect from 1 April 2018 relevant to the assessment year 2018-19. 

 

INCREASE IN DEDUCTION LIMIT IN RESPECT OF PROVISIONS OF BAD AND 

DOUBTFUL DEBTS 

 

Under the existing provisions of section 36(1)(viia) of the Act deduction to the extent of 7.5% of 

the total income subject to certain conditions is allowed in respect of certain Banks .   

 

The Finance Bill proposes to increase the above deduction to 8.5%. 
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This amendment will be effective from 1 April relevant to the assessment year 2018-19. 

 

E. PROMOTING DIGITAL ECONOMY 

 

RESTRICTING CASH DONATION 

 

The Finance Bill proposes to amend section 80G to provide that cash donation will not be 

allowable for deduct ion under the said section in respect of donation of any amount exceeding 

Rs.2,000.  

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19. 

 

DISALLOWANCE OF DEPRECIATION UNDER SECTION 32 AND CAPITAL 

EXPENDITURE UNDER SECTION 35AD ON CASH PAYMENT 
 

Under the existing provisions of the Income-tax Act, revenue expenditure incurred in cash 

exceeding certain monetary threshold is not allowable while computing the total income of a 

taxpayer. The provisions of the law provide for certain specified circumstances under which cash 

payment exceeding the threshold may be allowed. However, capital expenditure is out of the 

purview of such disallowance. 

 

In order to include capital expenditure within such purview, the Finance Bill proposes to amend 

section 43 of the Act to provide that where a taxpayer incurs any expenditure for acquisition of 

any asset in respect of which payment in aggregate in a day in cash exceeds Rs.10,000 then such 

expenditure will be ignored for the purposes of determination of actual cost of the asset. 

 

Similarly, the Finance Bill also proposes to amend provisions of section 35AD which provide 

for deduction in respect of expenditure of specified businesses as mentioned therein. The 

threshold for cash payment is proposed to be fixed at Rs.10,000. 

 

These amendments will take effect from 1 April 2018 relevant to the assessment year 2018-19. 

 

MEASURES TO DISCOURAGE CASH TRANSACTIONS 

 

Under the existing provisions of section 40A(3) cash payment exceeding Rs.20,000 is not 

allowed while computing the total income of a taxpayer. 

 

The Finance Bill proposes to reduce the said limit to Rs.10,000. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19. 

 

MEASURES FOR PROMOTING DIGITAL PAYMENTS IN CASE OF SMALL 

UNORGANIZED BUSINESSES 

 

Under the existing provisions of section 44AD of the Act income is computed on the 

presumptive basis @ 8% of the total turnover or gross receipts of certain taxpayers. 
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In order to promote digital transaction and to encourage small unorganized business to accept 

digital payment the Finance Bill proposes to amend the said section to reduce the said 8% to 6% 

in respect of amount of such total turnover or gross receipts received by a mode other than cash 

during the year or before the due date for filing of the return of income in respect of that year.   

 

It is further clarified that the existing rate of 8% will continue to apply in respect of total 

turnover or gross receipts received in any other mode. 

 

This amendment will take effect from 1 April 2017 relevant to the assessment year 2017-18. 

 

RESTRICTION ON CASH TRANSACTIONS 

 

In order to achieve mission of the Government to move to a less cash economy it is proposed to 

insert section 269ST in the Act to provide that no person will receive Rs.3 lakh or more :- 

(a) In aggregate from a person in a day 

(b) In respect of a single transaction; or 

(c) In respect of transaction relating to one event or occasion from a person. 

 

Other than by an account payee cheque/draft or use of electronic clearing system through a bank 

account. 

 

However such restriction will not apply to Government, any banking company, post office 

savings bank or co-operative bank.  It will also not apply to any other transaction which is 

referred to in section 269SS relating to mode of taking or accepting certain loan, deposit or a 

specified sum. The provisions of the proposed new section will also not to apply to person or 

class of persons or receipt that the Central Government may by the notification specify.   

 

The Finance Bill also proposes to insert a new section 271DA to provide for levy or penalty of 

an amount equal to the amount of such receipts. 

 

In view of the proposed insertion provisions of section 206C relating to tax collection at source 

@ 1% to sale consideration in cash on sale of jewellery exceeding Rs.5 lakh is proposed to be 

omitted.  

 

This amendment will take effect from 1 April 2017 relevant to the assessment year 2017-18. 

 

F. TRANSPARENCY IN ELECTORAL FUNDING 

 

Under the existing provisions of the Act income of political parties, subject to certain conditions, 

is exempt from income tax.  To avail the exemption the parties are required to comply with 

certain formalities under the relevant provisions of the law.  One of the conditions is that the 

political party will furnish the details contribution received by it in excess of Rs.20,000 from any 

persons. 

 

A political party is also required to file return of income if its income exceeds the maximum 

amount not chargeable to tax (without considering the exemption under section 13A). However, 

filing of the return is not a condition precedent for availing exemption under the said section. 
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The Finance Bill proposes to discourage the cash transaction so as to bring transparency in the 

source of funding to political parties.  Therefore it is proposes to amend section 13A by way to 

provide for the following additional conditions:- 

(i) No donation of Rs.2,000 or more can  be received otherwise than by account payee 

cheque or draft or use of electronic clearing systems through a bank account or 

electoral bond 

(ii) The political party is required to furnish its return of income for the year before the due 

date of for filing such return 

 

The electoral bond is proposed to be defined to mean a bond as referred to in the relevant 

provisions of the Reserve Bank of India Act, 1934.  It is further proposes that political parties 

will not be required to furnish the name and address of the donors who contribute by way of 

electoral bond. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19. 

 

G. EASE OF DOING BUSINESS 

 

CLARITY RELATING TO INDIRECT TRANSFER PROVISIONS 

 

The Finance Bill proposes to insert Explanation 5A in section 9 of the Act to provide that an 

asset or capital asset being any share or interest in a company or entity registered or incorporated 

outside India will not be deemed to be situated in India if the share or interest derives directly or 

indirectly its value substantially from assets located in India.   

 

The proposed Explanation 5A will apply to any asset or capital asset being investment held by 

non-resident directly or indirectly in foreign institutional investor (FII) as referred to in clause 

(a) of the Explanation to section 115AD of the Act.  Further, such FII should be registered as 

category I or category II FPI under the Securities & Exchange Board of India (Foreign Portfolio 

Investors) Regulations 2014.   

 

It is proposed to treat the amendment as clarifactory in nature and therefore will take effect 

retrospectively from 1 April 2012 relevant to the assessment year 2012-13 and subsequent years. 

 

EXCLUSION OF CERTAIN SPECIFIED PERSONS FROM RQUIREMENT OF AUDIT 

OF ACCOUNTS UNDER SECTION 44AB 

 

It is proposed by the Finance Bill that the provisions relating to requirement of audit of accounts 

under section 44AB will not apply to a taxpayer who declares profit for a year in accordance 

with the provisions of presumptive taxation and his total sale, total turnover or gross receipts as 

the case may be in business does not exceed Rs. 2 Crore. 

 

This amendment will be effective from 1 April 2017, relevant to the assessment year 2017-18. 
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EXEMPTION FROM TAX COLLECTION AT SOURCE UNDER SUB SECTION (1F) 

OF SECTION 206C IN CASE OF CERTAIN SPECIFIED BUYERS 

 

The Finance Bill proposes that requirement of collection of tax at source will not apply to the 

following classes of buyers: 

a) The Central Government, a State Government, an Embassy or High Commission, 

legation, Commission, Consulate and the Trade representation of a foreign state. 

b) A local authority as defined in Explanation to Clause 20 of section 10. 

c) A public sector company which is engaged in the business of carrying passengers.  

 

Provisions of section 206(1F) which are proposed to be amended deals with sale of motor 

vehicles of the value exceeding Rs.10 lakh. 

 

This amendment will take effect from 1 April 2017. 

 

SIMPLIFICATION OF THE PROVISIONS OF TAX DEDUCTIONS AT SOURCE IN 

CASE OF FEES FOR PROFESSIONAL OR TECHNICAL SERVICES UNDER 

SECTION 194J 

 

The Finance Bill proposes to amend section 194J of the Act so as to reduce the rate of deduction 

of tax at source to 2% from existing 10% in case of a person engaged only in the business of 

operation of Call Centers. 

 

This amendment will take effect from 1 June 2017. 

 

SCOPE OF SECTION 92BA OF THE INCOME TAX ACT RELATING TO SPECIFIED 

DOMESTIC TRANSACTIONS (SDT) 

 

Under the existing provisions of section 92BA relating to a SDT expenditure in respect of which 

payment has been or is to be made to a certain specified persons referred to in section 40A(2)(b)  

are regarded as SDT.  

 

In order to reduce the compliance burden on tax payers, the Finance Bill proposes that 

expenditure, in respect of which payment has been made by a tax payer to a person referred to in 

section 40A(2)(b), are to be excluded from the scope of section 92BA of the Act. 

 

These amendments will take effect from 1 April 2017 relevant to the assessment year 2017-18. 

 

TAX NEUTRAL CONVERSION OF PREFERENCE SHARES TO EQUITY SHARES 

 

The Finance Bill proposes to provide tax neutrality on conversion of preference shares of a 

company into equity shares.  It is therefore proposed to amend section 47 to provide that the 

conversion of preference shares of a company into equity shares will not be regarded as transfer. 

 

These amendments will take effect from 1 April 2018 relevant to the assessment year 2018-19 

and subsequent years. 
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COST OF CONVERSION TO TAX NEUTRAL DEMERGER OF A FOREIGN 

COMPANY 

 

Under the existing provisions of the Income Tax Act transfer of shares of an Indian company by 

a demerged foreign company to a resulting foreign company is not regarded as transfer.  

 

The Finance Bill provides that cost of acquisition of the shares of the Indian company in the 

hands of the resulting foreign company will be the same as it was in the hands of the demerged 

foreign company.   

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 and 

subsequent years. 

 

INCOME FROM TRANSFER OF CARBON CREDITS 

 

Presently the tax department treats the income on transfer of carbon credits as business income 

subject to tax @ 30%. 

 

The Finance Bill proposes to insert a new section 115BBG to provide that income from transfer 

of carbon credits will be taxed at the concessional rate of 10% on the gross amount of such 

income.  No expenditure or allowance in respect of such income will be allowed under the Act. 

 

This amendment will take effect from 1 April 2018, relevant to the assessment year 2018-19 and 

subsequent years. 

 

PROCESSING OF RETURN WITHIN THE PRESCRIBED TIME AND ENABLE 

WITHHOLDING OF REFUND IN CERTAIN CASES 

 

Under the existing provision of section 143 (1D) processing of a return is not necessary where a 

notice has been issued to a tax payer for scrutiny of the tax return within the specified time limit. 

 

The Finance Bill proposes to remove the said provisions in respect of returns furnished for the 

assessment year 2017-18 and onwards.   It may be stated that such provision was inserted in the 

Income Tax Act by the Finance Act, 2016 with effect from 1 April 2017. 

 

To protect the interest of the Income Tax Department where refund becomes payable to the tax 

payer after removal of section 143(1D) it is proposed to inset a new section 241A to provide for 

withholding of the refund up to the date on which the assessment is made, if in the opinion of the 

tax officer, the grant of refund may adversely affect the recovery of tax.  

 

These amendments will take effect from 1 April 2017, relevant to the assessment year 2017-18. 

 

RATIONALISATION OF SECTION 211 & SECTION 234C RELATING TO ADVANCE 

TAX 

 

The Finance Bill proposes that in the case of a tax payer who declares profit and gains in 

accordance with presumptive taxation regime, will also be liable to pay advance tax in one 

installment on or before 15 March.   



UNION BUDGET  2017 

 

26 DOSHI CHATTERJEE BAGRI & CO LLP 

 

By the Finance Act, 2016 tax on certain dividends received from domestic companies was levied 

if such income exceeds Rs.10 lakh.  Under the existing provisions such taxpayer was also 

required to pay advance tax as per schedule applicable to him.   

 

Since the declaration and receipt of dividend income is uncertain, it is proposed to provide that 

no interest under the provisions of section 234C will be charged if shortfall in payment of 

advance tax is on account of under estimation or failure in estimation of income in relation to 

dividends from domestic companies.  

 

This amendment will take effect from 1 April 2017 relevant to the assessment year 2017-18. 

 

INTEREST ON REFUND DUE TO DEDUCTOR 

 

The Finance Bill proposes that where refund of any amount becomes due upon excess deduction 

of tax at source then such person will be entitled to receive in addition to the refund, interest on 

such refund @ 0.5% for every month or part thereof from the date on which claim for refund is 

made or, in case of an order passed in appeal from the date on which tax is paid to the date on 

which refund is granted. 

 

However, such interest will not be allowed for the period for which the delay in the proceedings 

resulting in the refund is attributable to the deductor. 

 

This amendment will take effect from 1 April 2017.  

 

ENABLING CLAIM OF CREDIT FOR FOREIGN TAX PAID IN CASES OF DISPUTE 

 

The Finance Bill is proposes to insert sub section (14A) in section 155 to provide that where 

credit for foreign tax paid is not given for the relevant assessment year on the ground that 

payment of such foreign tax is in dispute, the Tax Officer will rectify the assessment order or an 

intimation, if the tax payer within 6 months from the end  of the month in which the dispute is 

settled furnishes proof of settlement of such dispute, submit evidence before the Tax Officer that  

the payment of tax liability has been discharged and furnishes an undertaking that credit of such 

amount of foreign tax paid has not been directly or indirectly claimed or will not be claimed for 

any other assessment year. 

 

This amendment will take effect from 1 April 2918 relevant of the assessment year 2018-19 

 

RATIONALIZATION OF TIME LIMITS FOR COMPLETION OF ASSESSMENT, 

REASSESSMENT AND RE-COMPUTATION AND REDUCING THE TIME FOR 

FILING REVISED RETURN 

 

Time limit for completion of assessment, reassessment and re-computation is proposed to be 

reduced as below: 

 Assessment year  Time limit 

 2018-19   18 month from the end of the assessment year 

 2019-20 and onwards 12 month from the end of the assessment year in which  

income was first assessable 



UNION BUDGET  2017 

 

27 DOSHI CHATTERJEE BAGRI & CO LLP 

 

TIME LIMIT FOR MAKING AN ORDER OF ASSESSMENT, REASSESSMENT AND 

RE-COMPUTATION 

 

Under section 147 in respect of notices served under section 148, on or after 1 April 2019, will 

be 12 months from the end of the financial year in which the said notice is served. 

 

Time limit for giving effect to an order passed by the Income Tax Appellate Tribunal (ITAT) or 

Commissioner of Income Tax (CIT) in relation to the revision of the assessment is proposed to 

be fixed at 12 month from the end of the financial year in which order passed by the ITAT is 

received or order by the Commissioner of Income Tax is passed. 

 

This amendment will take effect from 1 April 2017 relevant to the assessment year 2017-18. 

 

The Finance Bill also proposes that a revised return can be filed up to the end of the relevant 

assessment year or before the completion of assessment whichever is earlier. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 

 

H. ANTI-ABUSE MEASURES 

 

EXEMPTION OF LONG TERM CAPITAL GAINS TAX U/S 10(38) 

 

Under the existing provisions of the Section 10(38) of the Income-tax Act, 1961, long term 

capital gain on transfer of long term asset being equity share of a company or a unit of an equity 

oriented fund, is exempt from tax if the transaction of sale is undertaken on or after 1st October, 

2014 and is chargeable to Securities Transaction Tax (STT).  

 

However, under the amended provision this benefit can only be availed for income arising on 

transfer of equity share acquired on or after 1st day of October, 2004 if the acquisition of share is 

chargeable to STT. 

 

It is also proposed to notify transfers for which the condition of chargeability to Securities 

Transactions Tax on acquisition shall not be applicable in ggenuine cases where STT could not 

have been paid like acquisition of share in IPO, FPO, bonus or right issue by a listed company 

acquisition by non-resident in accordance with FDI policy of the Government etc. 

 

This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19 

and subsequent assessment years. 

 

FAIR MARKET VALUE TO BE FULL VALUE OF CONSIDERATION IN CERTAIN 

CASES 

 

Insertion of a new section 50CA has been proposed to provide that where consideration for 

transfer of share of a company (other than quoted share) is less than the Fair Market Value 

(FMV) of such share determined in accordance with the prescribed manner, the FMV shall be 

deemed to be the full value of consideration for the purposes of computing income under the 

head "Capital gains". 
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This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19 

and subsequent assessment years. 

 

WIDENING SCOPE OF INCOME FROM OTHER SOURCES 

 

The Bill has proposed to insert a new clause (x) in sub section 2 of Section 56 so as to provide 

that receipt of the sum of money or the property by any person without consideration or for 

inadequate consideration in excess of Rs. 50,000 shall be chargeable to tax in the hands of the 

recipient under the head "Income from other sources". 

 

It is also proposed to widen the scope of existing exceptions by including the receipt by certain 

trusts or institutions and receipt by way of certain transfers not regarded as transfer under section 

47. 

 

Consequential amendment is also proposed in section 49 for determination of cost of acquisition. 

 

These amendments will take effect from 1st April, 2017.  

 

DISALLOWANCE FOR NON-DEDUCTION OF TAX FROM PAYMENT TO 

RESIDENT 

 

With a view to improve compliance of provisions relation to TDS, the Finance Bill 2017 has 

proposed that disallowance under the provisions of Section 40(a)(ia) shall so far as they may be, 

apply in computing income chargeable under the head "income from other sources" as they 

apply in computing income chargeable under the head "Profit and gains of business or 

Profession" thereby widening the list of disallowances under Section 58 of the present Income 

Tax Act 1961. 

 

This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19 

and subsequent years. 

 

LIMITATION OF INTEREST DEDUCTION IN CERTAIN CASES 

 

The Finance Bill proposes to insert a new section 94B to provide that interest expenses claimed 

by an entity to its associated enterprises shall be restricted to  

i. 30% of its earnings before interest, taxes, depreciation and amortization (EBITDA) or  

ii. interest paid or payable to associated enterprise,  

whichever is less. 

 

The provision shall be applicable to an Indian company, or a permanent establishment of a 

foreign company being the borrower, who pays interest in respect of any form of debt issued to a 

non-resident or to a permanent establishment of a non-resident and who is an 'associated 

enterprise' of the borrower. Further, the debt shall be deemed to be treated as issued by an 

associated enterprise where it provides an implicit or explicit guarantee to the lender or deposits 

a corresponding and matching amount of funds with the lender. 

 

Disallowed interest expense will be allowed to be carried forward to eight assessment years 

immediately succeeding the assessment year for which the disallowance was first made and 
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deduction against the income computed under the head "Profits and gains of business or 

profession” to the extent of maximum allowable interest expenditure. 

 

In order to target only large interest payments, it is proposed to provide for a threshold of interest 

expenditure of one Crore rupees exceeding which the provision would be applicable. 

 

However, the ambit of the proposed provision shall exclude Banks and Insurance business.  

 

This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19 

and subsequent years. 

 

RESTRICTION ON EXEMPTION IN CASE OF CORPUS DONATION BY EXEMPT 

ENTITIES TO OTHER EXEMPT ENTITIES 

 

Under the existing provisions of the Act, donations made/received by entities registered under 

section 12AA or to/from any entity referred to in sub-clause (iv) or sub-clause (v) or sub-clause 

(vi) or sub-clause (via) of clause (23C) of section 10, except those made out of accumulated 

income, is considered as application of income for the purposes of its objects. 

 

However, donation given by these exempt entities to another exempt entity, with specific 

direction that it shall form part of corpus, is though considered application of income in the 

hands of donor trust but is not considered as income of the recipient trust. Trusts, thus, engaged 

in giving corpus donations without actual applications. 

 

Therefore, it is proposed to insert a new Explanation to section 11 of the Act to provide that any 

amount credited or paid, out of income referred to 11(1)(b)(a), being contributions with specific 

direction that they shall form part of the corpus of the trust or institution, shall not be treated as 

application of income. 

Similar restrictive proviso shall also be introduced in clause (23C) of section 10 under sub-

clauses (iv), (v), (vi) or (via) in respect of any amount credited or paid out of their income. 

 

These amendments will take effect from 1st April 2018 relevant to assessment year 2018-19 and 

subsequent years. 

 

MANDATORY FURNISHING OF RETURN BY CERTAIN EXEMPT ENTITIES 

 

It has been proposed that entities which have been referred to in clause (23AAA), Investor 

Protection Fund referred to in clause (23EC) or clause (23ED), Core Settlement Guarantee Fund 

referred to in clause (23EE) and any Board or Authority referred to in clause (29A) of section 10 

shall also be mandatorily required to furnish a return of income. 

 

This amendment will take effect from 1st April, 2018 relevant to assessment year 2018-19 and 

subsequent years. 

 

FEE FOR DELAYED FILING OF RETURN 

 

To ensure timely filing of income tax returns as per the provisions of section 139(1) of the Act , 

it has been proposed to introduce new a new section 234F in the Act to provide that a fee for 
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delay in furnishing of return shall be levied for assessment year 2018-19 and onwards. The fee 

structure would be as follows: 

i. if the return is filed after the due date but on or before 31
st
 December of the assessment 

year – Rs. 5000/- 

ii. in any other case – Rs. 10,000/- 

 

However, where the total income does not exceed Rs. 5,00,000, it is proposed that the fee 

amount shall not exceed Rs. 1000/-. 

 

Consequential amendments have been proposed in section 140A and section 143(1) of the Act 

and thereby eliminating the penal provisions of Section 271F in respect of failure to furnish 

return of income. 

 

These amendments will take effect from 1st April, 2018 relevant to assessment year 2018-19 and 

subsequent years. 

 

PENALTY ON PROFESSIONALS FOR FURNISHING INCORRECT INFORMATION 

IN STATUTORY REPORT OR CERTIFICATE 

 

With a view to ensure that the certification of various reports and certificates issued by qualified 

professionals are being done with due diligence it has been proposed to introduce penal 

provision by Section 271J so as to provide that if an accountant or a merchant banker or a 

registered valuer, 

furnishes incorrect information in a report or certificate under any provisions of the Act or the 

rules made there under, the Assessing Officer or the Commissioner (Appeals) may direct him to 

pay a sum of Rs. 10,000/- for each such report or certificate by way of penalty. 

 

It is further proposed to define the expressions "accountant", "merchant banker" and "registered 

valuer". However, under the proposed section of 273B, such penalty under 271J shall not be 

imposable if the person proves that there was reasonable cause for the failure. 

 

These amendments will take effect from 1st April, 2017. 

 

I. RATIONALISATION MEASURES 

 

RATIONALISATION OF PROVISIONS OF SECTION 115JB IN LINE WITH INDIAN 

ACCOUNTING STANDARD (IND-AS) 

 

Under the Companies (Indian Accounting Standards) Rules, 2015 a road map has been 

envisaged for implementation of Ind AS. 

 

For ensuring horizontal equity across the companies irrespective of the fact that whether they 

follow Ind AS or the existing Indian GAAP, the Central Government has issued Income 

Computation and Disclosure Standards (ICDS) for computation of taxable income for specified 

heads of income. 
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In view of the above,  the central government has proposed to amend section 115JB so as to 

provide the framework for computation of book profit for Ind AS compliant companies in the 

year of adoption and thereafter. The main features of this proposed framework are as under:  

 

A. MAT on Ind AS compliant financial statement 

 

(i) No further adjustments to the net profits before other comprehensive income of Ind AS 

compliant companies, other than those already specified under section 115JB of the Act 

shall be made. 

 

(ii) The other comprehensive income includes certain items that will permanently be 

recorded in reserves and hence never be reclassified to the statement of profit and loss 

included in the computation of book profits. These items shall be included in book 

profits for MAT purposes at the point of time as specified below— 

 

Sl 

No 

Items Point of time 

1 Changes in revaluation surplus of 

Property, Plant or Equipment (PPE) and 

Intangible assets (Ind AS 16 and Ind AS 

38) 

To be included in book profits at the time of 

realisation / disposal / retirement or 

otherwise transferred.  

2 Gains and losses from investments in 

equity instruments designated at fair 

value through other comprehensive 

income (Ind AS 109) 

To be included in book profits at the time of 

realisation / disposal / retirement or 

otherwise transferred. 

3 Remeasurements of deferred benefit 

plans (Ind AS 19) 

To be included in book profit every year as 

the remeasurement gains and losses arise.  

4 Any other item.  To be included in book profit every year as 

the remeasurement gains and losses arise. 

 

(iii) As per Appendix A of Ind As 10, there has to be a corresponding adjustment in retained 

earnings, for differences arising on demerger. It has to be excluded from the book 

profits for MAT purposes. However, in the case of a resulting company, where the 

property and the liabilities of the undertaking or undertakings being received by it are 

recorded at values different from values appearing in the books of account of the 

demerged company immediately before the demerger, any change in such value shall 

be ignored for the purpose of computing of book profit of the resulting company. 

 

B. MAT on first time adoption 

 

(i) The adjustments arising on account of transition to Ind AS from existing Indian GAAP is 

required to be recorded directly in Other Equity at the date of transition to Ind AS. Several 

of these items would subsequently never be reclassified to the statement of profit and loss / 

included in the computation of book profits.  
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Accordingly, the following treatments are proposed: 

I. Those adjustments recorded in other comprehensive income and which would 

subsequently be reclassified to the profit and loss, shall be included in book profits in 

the year in which these are reclassified to the profit and loss; 

 

II. Those adjustments recorded in other comprehensive income and which would never be 

subsequently reclassified to the profit and loss shall be included in book profits as 

specified hereunder- 

 

Sl 

No 

Items Point of time 

1 Changes in revaluation surplus of 

Property, Plant or Equipment (PPE) and 

Intangible assets (Ind AS 16 and Ind AS 

38) 

To be included in book profits at the time 

of realisation / disposal / retirement or 

otherwise transferred.  

2 Gains and losses from investments in 

equity instruments designated at fair value 

through other comprehensive income (Ind 

AS 109) 

To be included in book profits at the time 

of realisation / disposal / retirement or 

otherwise transferred. 

3 Remeasurements of deferred benefit plans 

(Ind AS 19) 

To be included in book profit equally over a 

period of five years starting from the year 

of first time adoption of Ind AS.  

4 Any other item.  To be included in book profit equally over a 

period of five years starting from the year 

of first time adoption of Ind AS. 

 

III. All other adjustments recorded in Reserves and Surplus (excluding Capital Reserve and 

Securities Premium Reserve) as referred to in Division II of Schedule III of Companies 

Act, 2013 and which would otherwise never subsequently be reclassified to the profit 

and loss account, shall be included in the book profits, equally over a period of five 

years starting from the year of first time adoption of Ind AS subject to certain 

conditions.  

 

CLARIFICATION REGARDING THE APPLICABILITY OF SECTION 112 

 

Amendment was made to section 112(1)(c) vide Finance Act 2012 w.e.f. 1st April 2013 to tax 

long-term capital gains arising from the transfer of unlisted securities in case of non-resident at a 

concessional rate of 10%. The uncertainty of applicability of the said amendment to the transfer 

of share of a private company was clarified through an amendment introduced vide Finance Act 

2016 that the shares of the company in which public are not substantially interested shall also be 

covered under the said section. 

 

Further, with a view to clarify it is proposed that the effective date of the amendment made to 

section 112(1)(c)(iii) vide Finance Act,2016 shall be 01-04-2013 instead of 01-04-2017.  

 

This amendment will take effect, retrospectively from 1st April, 2013 and will, accordingly, 

apply in relation to the assessment year 2013-14 and subsequent assessment years. 
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RATIONALIZATION OF REBATE ALLOWABLE UNDER SECTION 87A 

 

In view of the proposed rationalisation of tax rates for individuals in the income slab of Rs. 

2,50,000 to Rs.5,00,000,it is proposed to amend section 87A so as to reduce the maximum 

amount of rebate available under this section from existing Rs. 5000 to Rs.2500. Further, this 

rebate shall be available to only resident individuals whose total income does not exceed Rs. 

3,50,000. 

 

This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19 

and subsequent assessment years. 

 

RATIONALISATION OF PROVISIONS OF SECTION 10AA 

 

In case of matters pertaining to section 10A, various courts have ruled that the deduction under 

10A is to be allowed from the total income of the undertaking and not from the total income of 

the assessee.  

 

In this view the Bill proposes to clarify that for the purposes of Section 10AA, the deduction 

shall be allowed from the total income of the assessee computed in accordance with the 

provisions of the Act before giving effect to the provisions of the section 10AA and the 

deduction under section 10AA in no case shall exceed the said total income. 

 

This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19 

and subsequent assessment years. 

 

CONSOLIDATION OF PLANS WITHIN A SCHEME OF MUTUAL FUND 

 

As a consequence of the amendment made by Finance Act 2016 to section 47 of the Act to tax 

neutralise the transfer of units in a consolidating plan of mutual fund scheme made in 

consideration of the allotment of units in the consolidated plan of that mutual fund scheme, it has 

been proposed to amend section 2(42A) and section 49 to provide that cost of acquisition of the 

units in the consolidated plan of mutual fund scheme referred to in section 47(xix) shall be the 

cost of units in consolidating plan of mutual fund scheme and period of holding of the units of 

consolidated plan of mutual fund scheme shall include the period for which the units in 

consolidating plan of mutual fund scheme were held by the assessee. 

 

These amendments will take effect from 1st April, 2017 relevant to the assessment year 2017-18 

and subsequent assessment years. 

 

CLARIFICATION WITH REGARD TO INTERPRETATION OF 'TERMS' USED IN 

AN AGREEMENT ENTERED INTO UNDER SECTION 90 AND 90A 

 

In order to bring clarity and to avoid litigations it is proposed to amend Section 90 and 90A of 

the Act, to provide that where any 'term' used in an agreement entered into, between the Central 

Government  with the Government of any country outside India for granting relief and avoidance 

of double taxation of income as empowered vide sub section (1) of section 90 and 90A of the 

Act, shall be assigned the meaning as provided in the said agreement and where the term is not 
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defined in the agreement, but is defined in the Act, it shall be assigned the meaning as defined in 

the Act or any explanation issued by the Central Government. 

 

ACTUAL COST OF ASSET IN CASE OF WITHDRAWAL OF DEDUCTION IN 

TERMS OF SUB-SECTION (7B) OF SECTION 35AD 

 

For income tax simplification and to bring clarity, it is proposed to amend the provisions of the 

section 43 of the Act which defines “actual cost” for the purposes of claiming depreciation under 

section 32 of the Act in certain situations, to provide that where any capital asset in respect of 

which deduction allowed under section 35AD is deemed to be the income of the assessee in 

accordance with the provisions of sub-section (7B) of the said section, that is, upon usage of 

such asset for purposes other than specified in section 35AD, the actual cost to the assessee shall 

be, the actual cost to the assessee as reduced by an amount equal to the amount of depreciation 

calculated at the rate in force that would have been allowable had the asset been used for the 

purposes of business since the date of its acquisition. 

 

This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19. 

 

CLARITY OF PROCEDURE IN RESPECT OF CHANGE OR MODIFICATIONS OF 

OBJECT AND FILING OF RETURN OF INCOME IN CASE OF ENTITIES EXEMPT 

UNDER SECTIONS 11 AND 12 

 

It has been proposed to clarify that where a trust or an institution availing benefits under section 

11 and 12 upon obtaining registration under section 12AA and subsequently, it has adopted or 

undertaken modifications of the objects which do not conform to the conditions of already 

obtained registration, it shall be required to obtain fresh registration by making an application 

within a period of thirty days from the date of such adoption or modifications of the objects in 

the prescribed form and manner. 

 

Further, such entities are required to file return of income under section 139(4A) of the Act only 

if the total income without giving effect to the provisions of sections 11 and 12 exceeds the 

maximum amount which is not chargeable to income-tax. It is proposed to clarify that such 

return of income is to be furnished within the time limit allowed under Section 139 of the Act. 

 

This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19. 

 

COST OF ACQUISITION OF CAPITAL ASSETS OF ENTITIES IN CASE OF LEVY 

OF TAX ON ACCRETED INCOME UNDER SECTION 115TD 

 

The existing provisions of the section 49 of the Act provides for computation of cost with 

reference to certain modes of acquisition of capital asset. 

 

It is proposed to amend said section so as to provide that where the capital gain arises from the 

transfer of an asset, being the asset held by a trust or an institution in respect of which accreted 

income has been computed, and the tax has been paid thereon in accordance with the provisions 

of Chapter XII-EB, the cost of acquisition of such asset shall be deemed to be the fair market 

value of the asset which has been taken into account for computation of accreted income as on 

the specified date referred to in sub-section (2) of section 115TD. 
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This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19. 

 

STRENGTHENING OF PAN QUOTING MECHANISM IN THE TCS REGIME 

 

In order to strengthen the PAN mechanism, it is proposed to insert new section 206CC to 

provide the following: 

i. in cases where TCS provisions are applicable, if the collectee fails to furnish his PAN 

to the collector tax shall be collected at the twice the rate mentioned in the relevant 

section under Chapter XVII BB or at 5% whichever is higher. 

ii. Declaration under 206C(1A) without furnishing PAN shall be invalid, and 

consequentially tax shall be deducted at source as per provisions of 206(1) of the Act. 

iii. No provision/grant of certificate under section 206C(9) without PAN. 

iv. all correspondence, bills and vouchers exchanged between the collector and the 

collectee should contain the correct PAN  of the collectee. 

 

Where the PAN so furnished is found to be incorrect it shall be deemed that no PAN has been 

furnished to the collector. Further,  the non-resident who does not have permanent establishment 

in India have been exempted from the provisions of the proposed section. 

 

This amendment will take effect from 1st April, 2017. 

 

RATIONALIZATION OF DEDUCTION UNDER SECTION 80CCG 

 

Under the existing provisions of section 80CCG, deduction for three consecutive assessment 

years is allowed upto Rs. 25,000 to a resident individual for investment made in listed equity 

shares or listed units of an equity oriented fund subject to fulfilment of certain conditions. Due to 

limited number of individuals availing benefit under the said section, it is proposed to phase out 

this deduction by providing that no deduction under section 80CCG shall be allowed from 

assessment year 2018-19.  

 

However, an assessee who has claimed deduction under this section for assessment year 2017-18 

and earlier assessment years shall be allowed deduction under this section till the assessment 

year 2019-20 if he is otherwise eligible to claim the deduction as per the provisions of this 

section. 

 

This amendment will take effect from the 1st April, 2018 relevant to assessment year 2018-19 

and subsequent years. 

 

RESTRICTION ON SET-OFF OF LOSS FROM HOUSE PROPERTY 

 

It has been proposed to restrict the set off of loss under the head "Income from house property" 

against any other head of income to Rs. 2,00,000/- for any assessment year through proposed 

insertion of sub section 3A to Section 71 of the Act. However, the unabsorbed loss shall be 

allowed to be carried forward for set-off in subsequent years in accordance with the existing 

provisions of the Act. 

 

This amendment will take effect from the 1st April, 2018 relevant to assessment year 2018-19 

and subsequent years. 
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REASON TO BELIEVE TO CONDUCT A SEARCH, ETC. NOT TO BE DISCLOSED 

 

Due to the ambiguity created by certain judicial pronouncements in respect of the disclosure of 

'reason to believe' or 'reason to suspect' recorded by the income-tax authority to conduct a search 

under section 132 or to make requisition under section 132A. It is therefore proposed to insert an 

Explanation to section 132(1A)(1) and to 132A(1) to declare that the 'reason to believe' or 

'reason to suspect', as the case may be, shall not be disclosed to any person or any authority or 

the Appellate Tribunal with a retrospective effect from 1
st
 April 1962 and 1

st
 October 1975 

respectively. 

 

POWER OF PROVISIONAL ATTACHMENT AND TO MAKE REFERENCE TO 

VALUATION OFFICER TO AUTHORISED OFFICER 

 

It is proposed to insert sub section 9(B) and 9(C) to section 132 of the Act, which would 

empower the authorized officer to provisionally attach any property belonging to the assessee 

with the prior approval of Principal Director General or Director General or Principal Director or 

Director, in order to protect the interest of the revenue and safeguard recovery. Such attachment 

can be done during the course of a search or seizure or within a period of sixty days from the 

date on which the last of the authorisations for search was executed. 

 

Further, the proposed insertion of sub section 9(D) to section 132 of the Act would enable the 

authorised officer to make a reference to a Valuation Officer referred to in section 142A, for 

valuation in the manner provided under that sub-section for the purpose of estimation of fair 

market value of a property for correct estimation and quantification of undisclosed income held 

in the form of such property. It also provides that the Valuation Officer shall furnish the 

valuation report within sixty days of receipt of such reference. 

 

It is also proposed to amend Explanation 1 to section 132, so as to provide that for the purposes 

of sub-sections 9A, 9B and 9D, with respect to "execution of an authorisation for search" under 

the provisions of sub-section (2) of section 153B shall apply. 

 

These amendments will take effect from l April, 2017. 

 

EXTENSION OF THE POWER TO SURVEY 

 

The existing provisions of section 133A empower an income-tax authority to enter any place, at 

which a business or profession is carried on, or at which any books of account or other 

documents or any part of cash or stock or other valuable article or thing relating to the business 

or profession are kept, for the purposes of conducting a survey. 

 

It is proposed to widen the scope of the said section by amending sub-section (1) to include any 

place, at which an activity for charitable purpose is carried on. 

 

This amendment will take effect from 1st April, 2017. 
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LEGISLATIVE FRAMEWORK TO ENABLE CENTRALISED ISSUANCE OF NOTICE 

AND PROCESSING OF INFORMATION UNDER SECTION 133C 

 

Section 133C has been proposed to be amended to empower the Central Board of Direct Taxes 

to make a scheme for centralised issuance of notice calling for information and documents for 

the purpose of verification of information in its possession, processing of such documents and 

making the outcome thereof available to the Assessing Officer for necessary action, if any. 

 

This amendment will take effect from 1st April, 2017. 

 

RATIONALISATION OF PROVISIONS OF THE INCOME DECLARATION SCHEME, 

2016 AND CONSEQUENTIAL AMENDMENT TO SECTION 153A AND 153C 

 

The existing provisions of clause (c) of the section 197 of the Finance Act, 2016 provide that 

where any income has accrued, arisen or been received or any asset has been acquired out of 

such income prior to commencement of the Income Declaration Scheme, 2016 (the Scheme), 

and no declaration in respect of such income is made under the Scheme, then, such income shall 

be deemed to have accrued, arisen or received, as the case may be, in the year in which a notice 

under sub-section (1) of section 142 or sub-section (2) of section 143 or section 148 or section 

153A or section 153C of the Income-tax Act is issued by the Assessing Officer, and provisions 

of the said Act shall apply accordingly. 

 

In view of the various representations received from stakeholders citing genuine hardships if the 

said provision is made applicable, it is proposed to omit clause (c) of section 197 of the Finance 

Act, 2016. 

 

This amendment will take effect retrospectively from 1 June, 2016. 

 

However, in order to protect the interest of the revenue in cases where tangible evidence(s) are 

found during a search or seizure operation (including 132A cases) and the same is represented in 

the form of undisclosed investment in any asset, it is proposed that section 153A relating to 

search assessments be amended to provide that notice under the said section can be issued for an 

assessment year or years beyond the sixth assessment year already provided upto the tenth 

assessment year if— 

 

i. the Assessing Officer has in his possession books of accounts or other documents or 

evidence which reveal that the income which has escaped assessment amounts to or is 

likely to amount to Rs. 50 lakh or more in one year or in aggregate in the relevant four 

assessment years(falling beyond the sixth year); 

ii. such income escaping assessment is represented in the form of asset; 

iii.  the income escaping assessment or part thereof relates to such year or years. 

 

It is however proposed that the amended provisions of section 153A shall apply where search 

under section 132 is initiated or requisition under section 132A is made on or after the 1st day of 

April, 2017. 

 

It is also proposed to consequentially amend section 153C to provide a reference to the relevant 

assessment year or years as referred to in section 153A. 
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These amendments will take effect from 1 April, 2017. 

 

EXEMPTION OF INCOME OF CHIEF MINISTER'S RELIEF FUND OR THE 

LIEUTENANT GOVERNOR'S RELIEF FUND 

 

The provisions of Section 10(23C) of the Act it is proposed that the benefit of exemption shall 

be extended in respect of income of Chief Minister's Relief Fund or the Lieutenant Governor's 

Relief Fund also with retrospective effect from 1
st
 April 1998 relevant to the the assessment year 

1998-99 and subsequent years. 

 

J. BENEFIT FOR NPS SUBSCRIBERS 

 

TAX-EXEMPTION TO PARTIAL WITHDRAWAL FROM NATIONAL PENSION 

SYSTEM (NPS) 

 

The existing provision of section 10(12A) provides that payment from National Pension System 

(NPS) trust to an employee on closer of his account or opting out shall be exempt up to 40% of 

total amount payable to him. 

 

In order to provide further relief to an employee subscriber of NPS, it is proposed to amend the 

section 10 so as to provide exemption to partial withdrawal not exceeding 25% of the 

contribution made by an employee in accordance with the terms and conditions specified under 

Pension Fund Regulatory and Development Authority Act, 2013 and regulations made there 

under. 

 

This amendment will take effect from 1st April, 2018 relevant to the assessment year 2018-19 

and subsequent assessment years. 

 

RATIONALISATION OF DEDUCTION UNDER SECTION 80CCD FOR SELF-

EMPLOYED INDIVIDUAL 

 

It is proposed to amend section 80CCD so as to increase the upper limit of 10% of gross total 

income to 20% in case of individual other than employee in order to bring parity with the 

existing provision applicable for individual who is an employee.  

 

This amendment will take effect from 1st April, 2018 relevant to assessment year 2018-19 and 

subsequent years. 
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INDIRECT TAX PROPOSALS 
 

SERVICE TAX PROPOSALS 

 

CHANGE IN THE RATE OF TAX 

 

There has not been any Changes in the Rate of Tax from  the existing rates of Service Tax,  

@14%, Swachh  Bharat Cess @0.5% and Krishi Kalyan Cess @0.5% . 

 

However, there have been certain amendments in the budget proposals in the following areas of 

Service Tax provisions; 

 

A. Legislative Changes 

B. Other Legislative Changes on Authority for Advance Ruling 

C. New exemptions 

D. Rationalization Measures 

 

The highlights of such proposals are briefly stated as follows: 

 

A. Legislative Changes relating Tax Rate 

 

Existing Proposed 

1. Service Tax relating to carrying out any process of manufacture 

or production of goods excluding alcoholic liquor for human 

consumption has been omitted from the negative list of services 

and included in the General Exemption notification through 

change in the definition of ‘process amounting to manufacture’. 

  

NIL NIL 

2. Service Tax has been proposed to be exempted in respect of 

services provided or agreed to be provided by Defence Force 

Group Insurance Funds for Life Insurance to the Defence 

Forces under Group Insurance Scheme. 

 

14% NIL 

3. One time upfront payment of premium, salami, cost, price, 

development charges or any amount by whatever name called 

payable for grant of long term lease of industrial plots (30 years 

or more)by State Government Industrial development 

Corporations/Undertakings to Industrial units has been made 

exempted from service tax with effect from 01.06.2007. Thus 

exemption benefit under Notification No 41/2016 dated 

22.09.2016 has been given retrospective effect. 

 

14% NIL 

4. Rule 2A of Service Tax (Determination of Value) Rules, 2006 

is being amended with retrospective effect from 01.07.2010 so 

as to exclude the Value of Land in execution of works contract 

involving transfer of goods and land. 

 

4.2% 4.2% 
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B. Other Legislative Changes on Authority for Advance Ruling 

 
Clause of  Finance Bill, 

2017 

5. Clause (d) of section 96A is being amended so as to substitute 

the definition of “Authority” to mean the Authority for Advance 

Ruling as constituted under section 28E of the Customs Act, 

1962. 

[122] 

6. 
Section 96B relating to vacancies not to invalidate proceedings 

is being omitted. 

[123] 

7. Sub-section (3) of section 96C is being amended so as to 

increase the application fee for seeking advance ruling from 

rupees two thousand five hundred to rupees ten thousand on the 

lines of the Central Excise Act. 

[124] 

8. Sub-section (6) of section 96D is being amended so as to provide 

time limit of six months by which Authority shall pronounce its 

ruling on the lines of the Central Excise Act. 

[125] 

9. A new section 96HA is being inserted so as to provide for 

transferring the pending applications before the Authority for 

Advance Rulings (Central Excise, Customs and Service Tax) to 

the Authority constituted under section 245-O of the Income-tax 

Act from the stage at which such proceedings stood as on the 

date on which the Finance Bill, 2017 receives the assent of the 

President. 

[126] 

C. New exemptions Existing 

1. Services provided or agreed to be provided by the Army, Naval 

and Air Force Group Insurance Funds by way of life insurance 

to members of the Army, Navy and Air Force under the Group 

Insurance Schemes of the Central Government is being 

exempted from service tax from 2
nd

 February, 2017. 

14% 

2. The exemption vide S. No. 9B of notification No. 25/2012-ST 

dated 20.06.2012, is being amended so as to omit the word 

“residential” appearing in the notification. The exemption 

remains the same in all other respects. S. No. 9B of notification 

No. 25/2012-ST exempts services provided by Indian Institutes 

of Management (IIMs) by way  of  two  year  full  time  

residential  Post  Graduate  Programmes  (PGP)  in 

Management for the Post Graduate Diploma in Management 

(PGDM), to which admissions are made on the basis of the 

Common Admission Test (CAT), conducted by IIM. 

14% 

3. Under the Regional Connectivity Scheme (RCS), exemption 

from service tax is being provided in respect of the amount of 

viability gap funding (VGF) payable to  the selected airline 

operator for the services of transport of passengers, with or 

without accompanied  belongings,  by  air,  embarking  from  or  

terminating  in  a  Regional Connectivity Scheme (RCS) 

airport, for a period of one year from the date of 

commencement of operations of the Regional Connectivity 

Scheme (RCS) airport as notified by Ministry of Civil Aviation. 

 

 

 

 

 

 

 

 

 

14% 
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D. Rationalization Measures 

    

Explanation-I (e) for the purpose of sub-rule (3) and (3A) of Rule 6 of Cenvat Credit Rules, 

2004 is being amended so as to exclude banks and financial institutions including non-banking 

financial companies engaged in providing services by way of extending deposits, loans or 

advances from its ambit. It has been provided in the Cenvat Credit Rules, 2004 that value for the 

purpose of reversal of common input tax credit on inputs and input services used in providing 

taxable services and exempted services, shall not include the value of service by way of 

extending deposits, loans or advances against consideration in the form of interest or discount. 

 

COMMENTS : 

 

In view of the fact that current regime of Excise and Service Tax are proposed to be replaced by 

the GST Laws, there has been minimum changes in the Service Tax proposals in the Budget 

Proposals for 2017-18. 
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CUSTOMS DUTY PROPOSALS 
 

INCREASE IN RATES HAS BEEN PROPOSED 

 

Increase in customs duty rates has been proposed for the following items: 

 

 

REDUCTION IN RATES HAS BEEN PROPOSED 

 

 Decrease in customs duty rates has been proposed for the following items: 

 

Items Existing Rate Proposed Rate 

Liquefied Natural Gas  5%(BCD) 2.5% (BCD) 

o-Xylene 2.5%(BCD) Nil (BCD) 

Vinyl Polyethylene Glycol 

(VPEG) for use in manufacture of 

Poly Carboxylate Ether, subject 

to actual user condition 

10%(BCD) 7.5%(BCD) 

Solar tempered glass for use in 

manufacture of solar 

5%(BCD) Nil (BCD) 

Items Existing Rate Proposed Rate 

Cashew nut, roasted, salted or 

roasted and salted 

30% (BCD) 45% (BCD) 

RO  membrane element for 

household type filters 

7.5% (BCD) 10% (BCD) 

Other Aluminum ores and 

concentrates  

Nil (Export Duty) 30% (Export Duty)  

Other Aluminum ores, including 

laterite 

Export Duty- Nil 15% ( Export Duty) 

10% (BCD) Co-polymer coated 

MS tapes/ stainless steel tapes for 

manufacture of 

telecommunication grade optical 

fibre cables, subject to actual user 

condition 

Nil (BCD) 10 % (BCD) 

Populated Printed Circuit Boards 

(PCBs) for the manufacture  of 

mobile phones  subject to actual 

user condition 

Nil (SAD) 2 % (SAD) 

Silver medallion, silver coins 

having silver contain not below 

99.9%, semi manufactured form 

of silver and articles of silver 

Nil ( CVD) 12.5% 

Inputs for manufacture of LED 

driver and MCPCB for LED 

lights or fixtures including LED 

lamps  

Applicable BCD 5% 
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cells/panels/modules   

Parts/raw material for 

manufacture of solar tempered 

glass for use in solar photovoltaic 

cells/panels/modules, solar power 

generating equipment 

12.5% (CVD) 6% (CVD) 

Resin and catalyst for 

manufacture of cast components 

for Wind Operated Energy 

Generators  

7.5% (BCD) 

12.5% (CVD) 

4% (SAD) 

5% (BCD) 

Nil (CVD) 

Nil (SAD) 

All items of machinery required 

for fuel cell based power 

generating systems to be set up in 

the country or for demonstration 

purposes.  

10%/ 7.5% (BCD) 

12.5% (CVD) 

5% (BCD) 

6% (CVD) 

Customs duties exemption limit 

for goods imported through 

parcels, packets and letters 

Duty payable not exceeding 

Rs 100 per consignment. 

CIF Value not exceeding Rs 

1000 per consignment. 

All parts for manufacture of LED 

lights or fixtures, including LED 

lamps subject to actual user 

condition 

Applicable BCD, CVD 5% (BCD), 6% (CVD) 

 

Vegetable tanning extracts, 

namely Wattle extract and 

Myrobalan fruit extract 

7.5%(BCD) 2.5%(BCD) 

Nickel 2.5% (BCD) Nil (BCD) 

MgO coated CR Steel coil for use 

in manufacture of CRGO steel 

10% (BCD) 5% (BCD) 

HR Coil imported for 

manufacture of welded tubes and 

pipes 

12.5% (BCD) 10% (BCD) 

Ball screws, linear motion guides 

and CNC systems for use in 

manufacture of CNC machine 

tools 

7.5% (BCD): Ball screws, 

linear motion guides 

10% (BCD): CNC systems 

 

2.5% (BCD) 

Machinery items required for 

balance of systems operating on 

bio gas/ bio methane/ by-product 

hydrogen 

10%/ 7.5% (BCD) 

12.5% (CVD) 

 

5% (BCD) 

6% (CVD) 

 

BCD, CVD AND SAD HAVE BEEN WITHDRAWN  

 

 Miniaturized POS card reader for m-POS, (not including mobile phones or tablet 

computers), micro ATM, Finger Print Reader, or Iris Scanner. 

 Parts and components for manufacture of above items.  
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OTHER PROPOSED AMENDMENTS 

 

 Owner shall include “Beneficial Owner”. "Beneficial Owner" means any person on whose 

behalf the goods are being imported or exported or who exercises effective control over the 

goods being imported or exported. 

 The definition of "Customs Station" shall include “Foreign Post Office” and “International 

Courier Terminal.”  

 Requirement of documents for verification of self assessment has been rationalized. 

 Unjust Enrichment shall not include the refund of duty paid in excess by the importer before 

an order permitting clearance of goods for home consumption is made, where: 

o Such excess payment is evident from the bill of entry, in the case of self assessed 

bill of entry. 

o The duty actually payable is reflected in the reassessed bill of entry in the case of 

reassessment. 

 It is mandatory for the importer to file the bill of entry before the end of the next day 

following the day (excluding holidays) on which the vessel, aircraft or vehicle carrying the 

goods arrives at a custom station at which such goods are to be cleared for home 

consumption or warehousing. Charges shall be imposed for late presentation of bill of entry. 

 Advance Ruling                             

o The definition of Authority in case of Advance Ruling shall mean the Authority for 

Advance Rulings constituted under section 245-O of the Income-tax Act, 1961. 

o The Authority for Advance Rulings constituted under section 245-O of the Income-

tax Act, 1961 shall be the Authority for giving advance rulings for the purposes of 

the Customs Act and the said Authority shall exercise the jurisdiction, powers and 

authority conferred on it by or under this Act. 

o The Member from the Indian Revenue Service (Customs and Central Excise), who 

is qualified to be a Member of the Board, shall be the revenue Member of the 

Authority for the purposes of the Customs Act. 

o The pending applications before the erstwhile Authority for Advance Rulings 

(Central Excise, Customs and Service Tax) shall stand transferred to the Authority 

constituted under section 245-O of the Income-tax Act, 1961 from the stage at 

which such application or proceeding stood as on the date on which the Finance 

Bill, 2017 receives the assent of the President. 

o Application fee for seeking advance ruling has been increased from Rs.2500 to 

Rs.10,000 

o The time limit for pronouncement of ruling by the Authority has been changed to 

six months. 

 

COMMENTS 

 

Withdrawal of customs duty on specified POS card reader and parts for manufacture for the 

same  is a welcome step towards making Digital India. Levy of export duty on Aluminum ores 

and concentrates will discourage its exports and consequently use it to achieve the mission of 

'Make in India'.  
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EXCISE DUTY PROPOSALS 

 

INCREASE IN RATES HAS BEEN PROPOSED IN FOLLOWING COMMODITIES 

 

An increase in Basic Excise Duty rates has been proposed for the following : 

 

Items Existing Rate Proposed Rate 

Cigar, Cheroots, Cigarillos, Cigarillos of tobacco 

substitutes and Others of tobacco substitutes 

 

12.5% or Rs. 

3755 per 

thousand , 

whichever is 

higher 

12.5% or Rs. 

4006 per 

thousand , 

whichever is 

higher 

Paper rolled biris- hand made Rs 21 per 

thousand 

Rs. 28 per 

thousand  

Paper rolled biris- machine made Rs. 21 per 

thousand  

Rs.78 per 

thousand 

Cigarettes of tobacco substitutes Rs 3755 per 

thousand 

Rs 4006 per 

thousand 

Solar tempered glass for use in solar photovoltaic 

cells/modules, solar power generating equipments or 

systems etc. 

NIL 6% 

 

The amendments involving change in the duty rates will come in to effect immediately owing to 

a declaration under the Provisional Collection of Taxes Act, 1931. 

 

An increase in rate of  Additional Excise duty  has been  proposed on  Pan Masala, Tobacco and 

Tobacco products. 

 

REDUCTION IN RATES HAS BEEN PROPOSED 

 

 A decrease in Basic Excise Duty rates has been proposed for the following : 

 

Items Existing Rate Proposed Rate 

Parts/raw materials for manufacture of Solar tempered 

glass for use in solar photovoltaic cells/modules, solar 

power generating equipments or system etc. 

12.5% 6% 

All item of machinery required for fuel cell based power 

generating system to be set up in the country or for 

demonstration purposes 

All item of machinery required for balance of system 

operating on biogas/bio-metheane/ by –product 

hydrogen 

Membrane Sheet and Tricot/Spacer for use in 

manufacture of RO membrane element for household 

type filters, subject  to actual user condition 

Resin and catalyst for manufacture of cast components 

for Wind Operated Energy Generators(WOEG)   

12.5% Nil 
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NIL RATE OF DUTY HAS BEEN PROPOSED IN THE FOLLOWING ITEMS, 

SUBJECT TO THE CONDITION THAT NO CREDIT OF DUTY PAID ON INPUTS OR 

INPUT SERVICES OR CAPITAL GOODS HAS BEEN AVAILED BY 

MANUFACTURER OF SUCH GOODS 

 

 Waste and scrap of precious metals or metal clad with precious metals arising in course of 

manufacture of goods falling in chapter 71. 

 

 Stripes ,wires, sheets ,plates , and foils of silver 

 

 Articles of silver jewellery, other than those studded with diamonds , ruby, emerald or 

sapphire 

 

 Silver coins of purity 99.9% and above , bearing a brand name when manufactured from 

silver on which appropriate duty of customs or excise has been paid   

 

OTHER PROPOSALS 

 

 A time limit of 3 months (further extendable by 6 months) for granting remission of duty 

under  rule 21 of Central Excise Rules, 2002 has been proposed. 

 

 A time limit of 3months (further extendable by 6 months) for approval of request regarding 

transfer of CENVAT credit under rule 10 of Cenvat Credit Rules, 2004 on shifting,  sale, 

merger etc. of the factory has been proposed. 

 

  Rate of Excise duty on motor vehicles for transport of more than 13 persons has been 

reduced from 27% to 12.5% with retrospective effect from 01.01.2017. 

 

 Nil rate of excise duty has been proposed for manufacture of miniaturized POS card reader 

for m-pos (not including mobile phones or tablet computers) and parts and component for 

manufacture of same and specified micro ATM, finger print reader/scanners. 

 

 6% duty has been proposed to be levied on all parts for manufacture of LED light or fixtures 

including LED lamps , subject to actual user condition. 

 

 Section 23B relating to vacancies not to invalidate proceedings is being omitted 

 

 Advance Ruling                             

o The definition of Authority in case of Advance Ruling shall mean the Authority for 

Advance Rulings constituted under section 245-O of the Income-tax Act, 1961. 

o The pending applications before the erstwhile Authority for Advance Rulings (Central 

Excise, Customs and Service Tax) shall stand transferred to the Authority constituted 

under section 245-O of the Income-tax Act, 1961 from the stage at which such 

application or proceeding stood as on the date on which the Finance Bill, 2017 receives 

the assent of the President. 

o Application fee for seeking advance ruling has been increased from Rs.2,500 to 

Rs.10,000 
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o The time limit for pronouncement of ruling by the Authority has been changed to six 

months. 

 

COMMENTS 

 

Smokes and Tobacco consumers will have to shell out more for their indulgence due to increase 

in Excise Duty in almost all Tobacco Products.  

 

By cutting duties on parts solar tempered glass, fuel cell based power generating system and 

wind operated energy operator, the Finance Minister has tried to make these for affordable.  
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OTHER BUDGET PROPOSALS 

 

INTRODUCTION 

 

 In the last two and half years administration has moved from discretionary, favouritism 

based to system and transparency based. 

 Inflation brought under control. CPI-based inflation declined from 6% in July 2016 to 3.4% 

in December, 2016. 

 Economy has moved on a high growth path. India’s Current Account Deficit declined from 

about 1% of GDP last year to 0.3% of GDP in the first half of 2016-17. FDI grew 36% in 

H1 2016-17 over H1 2015-16, despite 5% reduction in global FDI inflows. Foreign 

exchange reserves have reached 361 billion US Dollars as on 20th January, 2017. 

 War against black money launched. 

 Government continued on path of fiscal consolidation, without compromising on public 

investment. 

 The Indian economy has been robust to mild shocks and IMF forecasts, India to be one of 

the fastest growing major economies in 2017. 

 

CHALLENGES IN 2017-18 

 

 World economy faces considerable uncertainty, in the aftermath of major economic and 

political developments during the last year. 

 The US Federal Reserve's , intention to increase policy rates in 2017, may lead to lower 

capital inflows and higher outflows from the emerging economies. 

 Uncertainty around commodity prices, especially that of crude oil, has implications for the 

fiscal situation of emerging economies. 

 Signs of retreat from globalisation of goods, services and people, as pressures for 

protectionism are building up. 

 

TRANSFORMATIONAL REFORMS IN LAST YEAR 

 

 Passage of the Constitution Amendment Bill for GST and the progress for its introduction. 

 Demonetisation of high denomination bank notes. 

 Enactment of the Insolvency and Bankruptcy Code; amendment to the RBI Act for inflation 

targeting; enactment of the Aadhar bill for disbursement of financial subsidies and benefits. 

 Budget 2017-18 contains 3 major reforms. First, presentation of Budget advanced to 1st 

February to enable the Ministries to operationalise all activities from the commencement of 

the financial year. Second, merger of Railways Budget with General Budget to bring 

Railways to the centre stage of Government’s Fiscal Policy and Third, removal of plan and 

non plan classification of expenditure to facilitate a holistic view of allocations for sectors 

and ministries. 

 

DEMONITISATION 

 

 Bold and decisive measure to curb tax evasion and parallel economy. 

 Government’s resolve to eliminate corruption, black money, counterfeit currency and terror 

funding. 

 Drop in economic activity, if any, to be temporary. 
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 Generate long term benefits including reduced corruption, greater digitisation, increased 

flow of financial savings and greater formalization of the economy. 

 Pace of remonetisation has picked up and will soon reach comfortable levels. 

 The surplus liquidity in the banking system will lower borrowing costs and increase the 

access to credit. 

 Announcements made by the Honourable Prime Minister on 31st Dec, 2016 focusing on 

housing for the poor; relief to farmers; credit support to MSMEs; encouragement to digital 

transactions; assistance to pregnant women and senior citizens; and priority to dalits, tribals, 

backward classes and women under the Mudra Yojana, address key concerns of our 

economy. 

 

ROADMAP & PRIORITIES 

 

 Agenda for 2017-18 is : “Transform, Energise and Clean India” – TEC India. 

 TEC India seeks to transform the quality of governance and quality of life of our people; 

 Energise various sections of society, especially the youth and the vulnerable, and enable 

them to unleash their true potential; and Clean the country from the evils of corruption, 

black money and non-transparent political funding. 

 Ten distinct themes to foster this broad agenda: 

o Farmers : committed to double the income in 5 years; 

o Rural Population : providing employment & basic infrastructure; 

o Youth : energising them through education, skills and jobs; 

o The Poor and the Underprivileged : strengthening the systems of social security, 

health care and affordable housing; 

o Infrastructure: for efficiency, productivity and quality of life; 

o Financial Sector : growth & stability by stronger institutions; 

o Digital Economy : for speed, accountability and transparency; 

o Public Service : effective governance and efficient service delivery through 

people’s participation; 

o Prudent Fiscal Management: to ensure optimal deployment of resources and 

preserve fiscal stability; 

o Tax Administration: honouring the honest. 

 

FARMERS 

 

 Target for agricultural credit in 2017-18 has been fixed at a record level of Rs. 10 lakh 

crores. 

 Farmers will also benefit from 60 days’ interest waiver announced on 31 Dec 2016. 

 To ensure flow of credit to small farmers, Government to support NABARD for 

computerisation and integration of all 63,000 functional Primary Agriculture Credit 

Societies with the Core Banking System of District Central Cooperative Banks. This will be 

done in 3 years at an estimated cost of Rs. 1,900 crores. 

 Coverage under Fasal Bima Yojana scheme will be increased from 30% of cropped area in 

2016-17 to 40% in 2017-18 and 50% in 2018-19 for which a budget provision of Rs. 9000 

crore has been made. 

 New mini labs in Krishi Vigyan Kendras (KVKs) and ensure 100% coverage of all 648 

KVKs in the country for soil sample testing. 
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 As announced by the Honourable Prime Minister, the Long Term Irrigation Fund already set 

up in NABARD to be augmented by 100% to take the total corpus of this Fund to Rs. 

40,000 crores. 

 Dedicated Micro Irrigation Fund in NABARD to achieve ‘per drop more crop’ with an 

initial corpus of Rs. 5,000 crores. 

 Coverage of National Agricultural Market (e-NAM) to be expanded from 250 markets to 

585 APMCs. Assistance up to Rs. 75 lakhs will be provided to every e-NAM. 

 A model law on contract farming to be prepared and circulated among the States for 

adoption. 

 Dairy Processing and Infrastructure Development Fund to be set up in NABARD with a 

corpus of Rs. 2000 crores and will be increased to Rs. 8000 crores over 3 years. 

 

RURAL POPULATION 

 

 Over Rs. 3 lakh crores spent in rural areas every year, for rural poor from Central Budget, 

State Budgets, Bank linkage for self-help groups, etc. 

 Aim to bring one crore households out of poverty and to make 50,000 Gram Panchayats 

poverty free by 2019, the 150th birth anniversary of Gandhiji. 

 Against target of 5 lakh farm ponds under MGNREGA, 10 lakh farm ponds would be 

completed by March 2017. During 2017-18, another 5 lakh farm ponds will be taken up. 

 Women participation in MGNREGA has increased to 55% from less than 48%. 

 MGNREGA allocation to be the highest ever at Rs. 48,000 crores in 2017-18. 

 Pace of construction of PMGSY roads accelerated to 133 km roads per day in 2016-17, 

against an avg. of 73 km during 2011-2014. 

 Government has taken up the task of connecting habitations with more than 100 persons in 

left wing extremism affected Blocks under PMGSY. All such habitations are expected to be 

covered by 2019 and the allocation for PMGSY, including the State's Share is Rs. 27,000 

crores in 2017-18. 

 Allocation for Pradhan Mantri Awaas Yojana – Gramin increased from Rs. 15,000 crores in 

BE 2016-17 to Rs. 23,000 crores in 2017-18 with a target to complete 1 crore houses by 

2019 for the houseless and those living in kutcha houses. 

 Well on our way to achieving 100% village electrification by 1st May 2018. 

 Allocation for Prime Minister's Employment Generation Program and Credit Support 

Schemes has been increased three fold. 

 Sanitation coverage in rural India has gone up from 42% in Oct 2014 to about 60%. Open 

Defecation Free villages are now being given priority for piped water supply. 

 As part of a sub mission of the National Rural Drinking Water Programme (NRDWP), it is 

proposed to provide safe drinking water to over 28,000 arsenic and fluoride affected 

habitations in the next four years. 

 For imparting new skills to people in rural areas, mason training will be provided to 5 lakh 

persons by 2022. 

 A programme of “human resource reforms for results” will be launched during 2017-18 for 

human resources development in Panchayati Raj Institutions. 

 Total allocation for Rural, Agriculture and Allied sectors is Rs. 187223 crores. 
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YOUTH 

 

 To introduce a system of measuring annual learning outcomes in our schools. 

 Innovation Fund for Secondary Education proposed to encourage local innovation for 

ensuring universal access, gender parity and quality improvement to be introduced in 3479 

educationally backward districts. 

 Good quality higher education institutions to have greater administrative and academic 

autonomy. 

 SWAYAM platform, leveraging IT, to be launched with at least 350 online courses. This 

would enable students to virtually attend courses taught by the best faculty. 

 National Testing Agency to be set-up as an autonomous and self-sustained premier testing 

organization to conduct all entrance examinations for higher education institutions. 

 Pradhan Mantri Kaushal Kendras to be extended to more than 600 districts across the 

country. 100 India International Skills Centres will be established across the country. 

 Skill Acquisition and Knowledge Awareness for Livelihood Promotion programme 

(SANKALP) to be launched at a cost of Rs. 4000 crores. SANKALP will provide market 

relevant training to 3.5 crore youth. 

 Next phase of Skill Strengthening for Industrial Value Enhancement (STRIVE) will also be 

launched in 2017-18 at a cost of Rs. 2,200 crores. 

 A scheme for creating employment in the leather and footwear industries along the lines in 

Textiles Sector to be launched. 

 Incredible India 2.0 Campaign will be launched across the world to promote tourism and 

employment. 

 

THE POOR AND THE UNDERPRIVILEGED 

 

 Mahila Shakti Kendra will be set up with an allocation of Rs. 500 crores in 14 lakh ICDS 

Anganwadi Centres. This will provide one stop convergent support services for empowering 

rural women with opportunities for skill development, employment, digital literacy, health 

and nutrition. 

 Under Maternity Benefit Scheme Rs. 6,000 each will be transferred directly to the bank 

accounts of pregnant women who undergo institutional delivery and vaccinate their 

children. 

 Affordable housing to be given infrastructure status. 

 National Housing Bank will refinance individual housing loans of about Rs. 20,000 crore in 

2017-18 

 Government has prepared an action plan to eliminate Kala-Azar and Filariasis by 2017, 

Leprosy by 2018, Measles by 2020 and Tuberculosis by 2025 is also targeted. 

 Action plan has been prepared to reduce IMR from 39 in 2014 to 28 by 2019 and MMR 

from 167 in 2011-13 to 100 by 2018-2020. 

 To create additional 5,000 Post Graduate seats per annum to ensure adequate availability of 

specialist doctors to strengthen Secondary and Tertiary levels of health care. 

 Two new All India Institutes of Medical Sciences to be set up in Jharkhand and Gujarat. 

 To foster a conducive labour environment, legislative reforms will be undertaken to 

simplify, rationalise and amalgamate the existing labour laws into 4 Codes on (i) wages; (ii) 

industrial relations; (iii) social security and welfare; and (iv) safety and working conditions. 

 Propose to amend the Drugs and Cosmetics Rules to ensure availability of drugs at 

reasonable prices and promote use of generic medicines. 
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 The allocation for Scheduled Castes has been increased by 35% compared to BE 2016-17. 

The allocation for Scheduled Tribes has been increased to Rs. 31,920 crores and for 

Minority Affairs to Rs. 4,195 crores. 

 For senior citizens, Aadhar based Smart Cards containing their health details will be 

introduced. 

 

INFRASTRUCTURE 

 

 For transportation sector as a whole, including rail, roads, shipping, provision of Rs. 

2,41,387 crores has been made in 2017-18. 

 For 2017-18, the total capital and development expenditure of Railways has been pegged at 

Rs. 1,31,000 crores. This includes Rs. 55,000 crores provided by the Government. 

 For passenger safety, a Rashtriya Rail Sanraksha Kosh will be created with a corpus of Rs. 

1 lakh crores over a period of 5 years. 

 Unmanned level crossings on Broad Gauge lines will be eliminated by 2020. 

 In the next 3 years, the throughput is proposed to be enhanced by 10%. This will be done 

through modernisation and upgradation of identified corridors. 

 Railway lines of 3,500 kms will be commissioned in 2017-18. During 2017-18, at least 25 

stations are expected to be awarded for station redevelopment. 

 500 stations will be made differently abled friendly by providing lifts and escalators. 

 It is proposed to feed about 7,000 stations with solar power in the medium term. 

 SMS based Clean My Coach Service has been started. 

 ‘Coach Mitra’, a single window interface, to register all coach related complaints and 

requirements to be launched. 

 By 2019, all coaches of Indian Railways will be fitted with bio toilets. Tariffs of Railways 

would be fixed, taking into consideration costs, quality of service and competition from 

other forms of transport. 

 A new Metro Rail Policy will be announced with focus on innovative models of 

implementation and financing, as well as standardisation and indigenisation of hardware and 

software. 

 A new Metro Rail Act will be enacted by rationalising the existing laws. This will facilitate 

greater private participation and investment in construction and operation. 

 In the road sector, Budget allocation for highways increased from Rs. 57,976 crores in BE 

2016-17 to Rs. 64,900 crores in 2017-18. 

 2,000 kms of coastal connectivity roads have been identified for construction and 

development. 

 Total length of roads, including those under PMGSY, built from 2014-15 till the current 

year is about 1,40,000 kms which is significantly higher than previous three years. 

 Select airports in Tier 2 cities will be taken up for operation and maintenance in the PPP 

mode. 

 By the end of 2017-18, high speed broadband connectivity on optical fibre will be available 

in more than 1,50,000 gram panchayats, under BharatNet. A DigiGaon initiative will be 

launched to provide tele-medicine, education and skills through digital technology. 

 Proposed to set up strategic crude oil reserves at 2 more locations, namely, Chandikhole in 

Odisha and Bikaner in Rajasthan. This will take our strategic reserve capacity to 15.33 

MMT. 

 Second phase of Solar Park development to be taken up for additional 20,000 MW capacity. 
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 For creating an eco-system to make India a global hub for electronics manufacturing a 

provision of Rs. 745 crores in 2017-18 in incentive schemes like M-SIPS and EDF. 

 A new and restructured Central scheme with a focus on export infrastructure, namely, Trade 

Infrastructure for Export Scheme (TIES) will be launched in 2017-18. 

 

FINANCIAL SECTOR 

 

 Foreign Investment Promotion Board to be abolished in 2017-18 and further liberalisation 

of FDI policy is under consideration. 

 An expert committee will be constituted to study and promote creation of an operational and 

legal framework to integrate spot market and derivatives market in the agricultural sector, 

for commodities trading. e- NAM to be an integral part of the framework. 

 Bill relating to curtail the menace of illicit deposit schemes will be introduced. A bill 

relating to resolution of financial firms will be introduced in the current Budget Session of 

Parliament. This will contribute to stability and resilience of our financial system. 

 A mechanism to streamline institutional arrangements for resolution of disputes in 

infrastructure related construction contracts, PPP and public utility contracts will be 

introduced as an amendment to the Arbitration and Conciliation Act 1996. 

 A Computer Emergency Response Team for our Financial Sector (CERT-Fin) will be 

established. 

 Government will put in place a revised mechanism and procedure to ensure time bound 

listing of identified CPSEs on stock exchanges. The shares of Railway PSEs like IRCTC, 

IRFC and IRCON will be listed in stock exchanges. 

 Propose to create an integrated public sector ‘oil major’ which will be able to match the 

performance of international and domestic private sector oil and gas companies. 

 A new ETF with diversified CPSE stocks and other Government holdings will be launched 

in 2017-18. 

 In line with the ‘Indradhanush’ roadmap, Rs. 10,000 crores for recapitalisation of Banks 

provided in 2017-18. 

 Lending target under Pradhan Mantri Mudra Yojana to be set at Rs. 2.44 lakh crores. 

Priority will be given to Dalits, Tribals, Backward Classes and Women. 

 

DIGITAL ECONOMY 

 

 125 lakh people have adopted the BHIM app so far. The Government will launch two new 

schemes to promote the usage of BHIM; these are, Referral Bonus Scheme for individuals 

and a Cashback Scheme for merchants. 

 Aadhar Pay, a merchant version of Aadhar Enabled Payment System, will be launched 

shortly. 

 A Mission will be set up with a target of 2,500 crore digital transactions for 2017-18 

through UPI, USSD, Aadhar Pay, IMPS and debit cards. 

 A proposal to mandate all Government receipts through digital means, beyond a prescribed 

limit, is under consideration. 

 Banks have targeted to introduce additional 10 lakh new POS terminals by March 2017. 

They will be encouraged to introduce 20 lakh Aadhar based POS by September 2017. 

 Proposed to create a Payments Regulatory Board in the Reserve Bank of India by replacing 

the existing Board for Regulation and Supervision of Payment and Settlement Systems. 
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PUBLIC SERVICE 

 

 The Government e-market place which is now functional for procurement of goods and 

services. 

 To utilise the Head Post Offices as front offices for rendering passport services. 

 A Centralised Defence Travel System has been developed through which travel tickets can 

be booked online by our soldiers and officers. 

 Web based interactive Pension Disbursement System for Defence Pensioners will be 

established. 

 To rationalise the number of tribunals and merge tribunals wherever appropriate. 

 Commemorate both Champaran and Khordha revolts appropriately. 

 

PRUDENT FISCAL MANAGEMENT 

 

 Stepped up allocation for Capital expenditure by 25.4% over the previous year. 

 Total resources being transferred to the States and the Union Territories with Legislatures is 

Rs. 4.11 lakh crores, against Rs. 3.60 lakh crores in BE 2016-17. 

 For the first time, a consolidated Outcome Budget, covering all Ministries and Departments, 

is being laid along with the other Budget documents. 

 FRBM Committee has recommended 3% fiscal deficit for the next three years, keeping in 

mind the sustainable debt target and need for public investment, fiscal deficit for 2017-18 is 

targeted at 3.2% of GDP and Government remains committed to achieve 3% in the 

following year. 

 Net market borrowing of Government restricted to Rs. 3.48 lakh crores after buyback in 

2017-18, much lower than Rs. 4.25 lakh crores of the previous year. 

 Revenue Deficit of 2.3% in BE 2016-17 stands reduced to 2.1% in the Revised Estimates. 

The Revenue Deficit for next year is pegged at 1.9% , against 2% mandated by the FRBM 

Act. 

 

PROMOTING AFFORDABLE HOUSING AND REAL ESTATE SECTOR 

 

 Between 8th November and 30th December 2016, deposits between 2 lakh Rupees and 80 

lakh Rupees were made in about 1.09 crore accounts with an average deposit size of Rs. 

5.03 lakh. Deposits of more than 80 lakh were made in 1.48 lakh accounts with average 

deposit size of Rs. 3.31 crores. 

 Under the scheme for profit-linked income tax deduction for promotion of affordable 

housing, carpet area instead of built up area of 30 and 60 Sq.mtr. will be counted. 

 The 30 Sq.mtr. limit will apply only in case of municipal limits of 4 metropolitan cities 

while for the rest of the country including in the peripheral areas of metros, limit of 60 

Sq.mtr. will apply. 

 For builders for whom constructed buildings are stock-in-trade, tax on notional rental 

income will only apply after one year of the end of the year in which completion certificate 

is received. 

 Reduction in the holding period for computing long term capital gains from transfer of 

immovable property from 3 years to 2 years. Also, the base year for indexation is proposed 

to be shifted from 1.4.1981 to 1.4.2001 for all classes of assets including immovable 

property. 
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 For Joint Development Agreement signed for development of property, the liability to pay 

capital gain tax will arise in the year the project is completed. 

 Exemption from capital gain tax for persons holding land on 2.6.2014, the date on which the 

State of Andhra Pradesh was reorganised, and whose land is being pooled for creation of 

capital city of Andhra Pradesh under the Government scheme. 

 

MEASURES FOR STIMULATING GROWTH 

 

 Concessional withholding rate of 5% charged on interest earned by foreign entities in 

external commercial borrowings or in bonds and Government securities is extended to 

30.6.2020. This benefit is also extended to Rupee Denominated (Masala) Bonds. 

 For the purpose of carry forward of losses in respect of start-ups, the condition of 

continuous holding of 51% of voting rights has been relaxed subject to the condition that the 

holding of the original promoter/promoters continues. Also the profit (linked deduction) 

exemption available to the start-ups for 3 years out of 5 years is changed to 3 years out of 7 

years. 

 MAT credit is allowed to be carried forward up to a period of 15 years instead of 10 years at 

present 

 In order to make MSME companies more viable, income tax for companies with annual 

turnover upto Rs. 50 crore is reduced to 25%. 

 Allowable provision for Non-Performing Asset of Banks increased from 7.5% to 8.5%. 

Interest taxable on actual receipt instead of accrual basis in respect of NPA accounts of all 

non-scheduled cooperative banks also to be treated at par with scheduled banks. 

 Basic customs duty on LNG reduced from 5% to 2.5%. 

 

PROMOTING DIGITAL ECONOMY 

 

 Under scheme of presumptive income for small and medium tax payers whose turnover is 

upto 2 crores, the present, 8% of their turnover which is counted as presumptive income is 

reduced to 6% in respect of turnover which is by non-cash means. 

 No transaction above Rs. 3 lakh would be permitted in cash subject to certain exceptions. 

 Miniaturised POS card reader for m-POS (other than mobile phones or tablet computers), 

micro ATM standards version 1.5.1, Finger Print Readers / Scanners and Iris Scanners and 

on their parts and components for manufacture of such devices to be exempt from BCD, 

Excise/CV duty and SAD. 

 

TRANSPARENCY IN ELECTORAL FUNDING 

 

 Need to cleanse the system of political funding in India. 

 Maximum amount of cash donation, a political party can receive, will be Rs. 2000/- from 

one person. 

 Political parties will be entitled to receive donations by cheque or digital mode from their 

donors. 

 Amendment to the Reserve Bank of India Act to enable the issuance of electoral bonds in 

accordance with a scheme that the Government of India would frame in this regard. 

 Every political party would have to file its return within the time prescribed in accordance 

with the provision of the Income-tax Act. 
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 Existing exemption to the political parties from payment of income-tax would be available 

only subject to the fulfilment of these conditions. 

 

EASE OF DOING BUSINESS 

 

 Scope of domestic transfer pricing restricted to only if one of the entities involved in related 

party transaction enjoys specified profit-linked deduction. 

 Threshold limit for audit of business entities who opt for presumptive income scheme 

increased from Rs. 1 crore to Rs. 2 crores. Similarly, the threshold for maintenance of books 

for individuals and HUF increased from turnover of 10 lakhs to 25 lakhs or income from 1.2 

lakhs to 2.5 lakhs. 

 Foreign Portfolio Investor (FPI) Category I & II exempted from indirect transfer provision. 

Indirect transfer provision shall not apply in case of redemption of shares or interests 

outside India as a result of or arising out of redemption or sale of investment in India which 

is chargeable to tax in India. 

 Commission payable to individual insurance agents exempt from the requirement of TDS 

subject to their filing a self-declaration that their income is below taxable limit. 

 Under scheme for presumptive taxation for professionals with receipt upto Rs. 50 lakhs p.a. 

advance tax can be paid in one instalment instead of four. 

 Time period for revising a tax return is being reduced to 12 months from completion of 

financial year, at par with the time period for filing of return. Also the time for completion 

of scrutiny assessments is being compressed further from 21 months to 18 months for 

Assessment Year 2018-19 and further to 12 months for Assessment Year 2019-20 and 

thereafter. 

 

PERSONAL INCOME-TAX 

 

 Existing rate of taxation for individual assesses between income of Rs.2.5 lakhs to 5 lakhs 

reduced to 5% from the present rate of 10%. 

 Surcharge of 10% of tax payable on categories of individuals whose annual taxable income 

is between Rs.50 lakhs and Rs. 1 crore. 

 Simple one-page form to be filed as Income Tax Return for the category of individuals 

having taxable income upto Rs. 5 lakhs other than business income. 

 Appeal to all citizens of India to contribute to Nation Building by making a small payment 

of 5% tax if their income is falling in the lowest slab of 2.5 lakhs to 5 lakhs. 

 

GOODS AND SERVICES TAX 

 

 The GST Council has finalised its recommendations on almost all the issues based on 

consensus on the basis of 9 meetings held. 

 Preparation of IT system for GST is also on schedule. 

 The extensive reach-out efforts to trade and industry for GST will start from 1st April, 2017 

to make them aware of the new taxation system. 
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RAPID (Revenue, Accountability, Probity, Information and Digitisation) 

 

 Maximise efforts for e-assessment in the coming year. 

 Enforcing greater accountability of officers of Tax Department for specific act of 

commission and omission. 

 

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

regretted. 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


