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FOREWORD 
 

The NDA Government’s last full budget before they usher in for elections is a pro-growth budget and 

has struck the rights chords by balancing the expectations of both the industry as well as the citizens at 

large. 

 

The Honourable FM Nirmala Sitharaman delivered her shortest but powerful budget speech with 

emphasis on Saptarishi i.e. 7 priorities on Infrastructure and Investment, Inclusive development, Youth 

Power, Financial sector, Green Growth, Last Mile reach and unleashing potential. Accordingly, huge 

thrust has been given on infrastructure and capital outlay with efforts to enhance growth potential and 

job creation, crowd-in private investments, and provide a cushion against global headwinds. Impetus 

has been provided to Housing sector with outlay for PM Awaz Yojana enhanced by 66%. Other 

promising initiatives include centres of excellence for pharma research, extension of time frame to 

qualify for start-up benefits etc. 

 

A surprise cash bonanza was announced for MSMEs by release of 95% of amount forfeited in respect 

of failure on government contracts during Covid. Further, voluntary settlement schemes with 

standardized terms will be introduced to resolve impending disputes with government undertakings. 

On direct tax front, relief to MSMEs and professionals has been provided with increased threshold on 

presumptive taxation. Moreover, to provide additional support to MSMEs to ensure timely receipt of 

their dues change in tax laws have been introduced.  

 

Tax sops have been given to the Aam Admi with the revised income limit for rebate of income tax from 

INR 5 lakhs to INR 7 lakhs and revised slab rates for individuals opting for new tax regime. This will 

increase net disposable income thereby fuelling consumption and capital formation.  

 

High Networth individuals have some bittersweet takeaways from the Budget with the highest surcharge 

on income above INR 5 crore being reduced - bringing down the effective tax rate from 42% to 39% 

under the new tax regime, however cap is now introduced on deduction of capital gains on investment 

in residential house against sale of residential house/ capital assets to INR 10 crore. Curbing misuse on 

high value insurance policies similar to ULIPs, income tax exemption limited to only policies with 

aggregate premium of less than 5 Lakhs per annum. Unreasonable tax collection at source (TCS) @ 20% 

on overseas remittances under LRS may lead to additional outflow due to blockage of funds in TCS. 

With respect to taxation on issue of shares at consideration higher than fair value, government has now 

included investment by non-residents. This introduction will result inconsistent regulation under Income 

Tax and Foreign Exchange regulations.    

 

On GST, it is proposed to block Input tax credit in respect of goods and services used for CSR activities 

of the Company. Such input tax will therefore be a cost to the corporate and will form part of CSR 

expenditure to be incurred under Companies Act. Consequently, lower benefits will flow to the 

beneficiary of CSR projects. 

 

Meeting the fiscal deficit estimates for 22-23 at 6.4% of GDP, the Budget aims to continue the path of 

fiscal consolidation and reiterates its promise of bringing the fiscal deficit below 4.5% of GDP by 25-26. 

India is now under spotlight with its rising global profile and all set to propel its growth story.    

 

February 1, 2023                  Mumbai 
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KEY HIGHLIGHTS 

 

The budget lived up to its “Election Budget” reputation. The 

increasing tax collection numbers has enabled Finance Minister to 

provide relief in personal taxation under the new tax regime by way 

of providing standard deduction, reduction in surcharge and 

increasing threshold for rebate.  

 

The Finance Bill has provided a shot in the arm to micro and small 

enterprises by proposing that the amounts payable to them would 

be allowed as expenditure only upon payment. This will enable the 

ever-growing number of micro and small enterprises in the country 

to manage their cash flows and achieve sustainable growth. 

 

The proposal of FM to limit exemption of maturities for premium 

upto 5 lakhs will adversely impact insurance sector. Having regard 

to inflation and corresponding cost of living, the limit of 5 lakhs of 

insurance premium per year is extremely low.  
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The Government’s continuous efforts towards ‘Ease of Doing 

Business’ has further been corroborated by reduction of 39,000 

compliances and decriminalization of more than 3,400 legal 

provisions. 

 

Clarification regarding non-taxability of High-sea sales, supply of 

warehoused goods before clearance of home consumption and third-

country exports (out and out sales) during the period 01.07.2017 to 

31.01.2019 is a great relief for the trade and industry. However, it is highly 

unfair to deny refund to those taxpayers who have discharged GST on such 

transactions. Such a proposition would surely be a subject matter of 

prolonged litigation. 

 

There are various assesses providing fully exempt goods and services. They 

were not liable to get registered under GST as there was no tax on their 

supplies. However due to anomaly between various sections it appeared that 

if they were liable to pay GST under Reverse charge basis (i.e on Legal 

services, GTA etc) it was mandatory for them to obtain GST registration. It 

has now been clarified that GST registration is not required by them. This 

retrospective amendment will be beneficial to all assesses dealing in 

exempted goods and services.  
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The announcements made in the Union Budget such as enhanced 

allocation to capital expenditure, emphasis on innovation, research 

 & development and building of AI ecosystem are stepping stones 

towards achieving the aspirational goal of becoming a $5 trillion 

economy.  

 

While reducing the maximum rate of surcharge impacting High Net 

worth Individuals is a welcome move, the newly introduced cap on 

exemption of capital gains relating to investment in residential house 

will have a negative effect on big ticket real estate transactions.  

 

The Government has given another attempt to push taxpayers 

towards accepting the new regime of taxation, by bridging the gap 

between tax impact under the old regime and new regime. 

Incidentally, there may be underlying impact on insurance sector as 

well as other saving schemes which are essential to encourage 

savings-based economy. This shall leave insurance companies and 

banks with less investable funds impacting trade and industry in 

general.  
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I DIRECT TAXES1 
 

A TAX RATES  

   
 PERSONAL TAX 

 

⬧ No change in tax slabs for individuals and HUF under the old regime: 

 

 

 

 

 

 

 

 

 

* No tax on individual having taxable income upto INR 500,000 as a result of rebate of 

INR 12,500 

 

⬧ Tax rates for under new regime for individuals, HUF, AOP (other than 

a Co-operative Society), BOI (whether incorporated or not) and AJP: 
 

 

 

 

 

 
 

 

 

* No tax on individual having taxable income upto INR 700,000 as a result of rebate of 

INR 25,000 

 

⬧ Benefits of - 

o Standard deduction under section 16 of INR 50,000 under the 

head Income from Salary  

o Deduction in case of family pension and 

 
1 Proposed amendments are effective from AY 2024-25 unless otherwise specified. 

Tax 

Rate 

Age below 60 

years / HUF 

Age over 60 

years but less 

than 80 years 

Age over 80 

years 

5% INR 250,000 to 

INR 500,000*  

INR 300,000 to 

INR 500,000* 

- 

20% INR 500,001 to 

INR 1,000,000 

INR 500,001 to 

INR 1,000,000 

INR 500,001 to 

INR 1,000,000 

30% Above INR 

1,000,000 

Above INR 

1,000,000 

Above INR 

1,000,000 

Total Income Tax Rate 

INR 300,001 to INR 600,000 5 

INR 600,001 to INR 900,000 10* 

INR 900,001 to INR 1,200,000 15 

INR 1,200,001 to INR 1,500,000 20 

Above INR 1,500,000 30 
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o Deduction with respect to amount deposited in Agniveer Corpus 

Fund  

 shall be available even under the new tax regime. Earlier these 

deductions were not available under new regime 

 

⬧ By default, new tax regime shall be applicable unless taxpayer has 

opted for the old tax regime. 

 

 CORPORATE TAX 
 

⬧ Tax rates for companies remain unchanged as under: 

 

 FIRMS & LLP 
 

⬧ Tax rate remains unchanged at 30% 

 
 

 CO-OPERATIVE SOCIETIES  
 

⬧ Tax rates under old regime remains unchanged as under: 
 

 

 
 

 

 

⬧ Tax rate for co-operative societies under new regime remains 

unchanged at 22% 

 

Particulars 
Tax 

rate 

Domestic companies whose total turnover or gross 

receipts in the FY 2020-21 does not exceed INR 400 crores 

25% 

For other domestic companies 30% 

Foreign companies 40% 

Domestic companies opting for new tax regime under 

section 115BAA 

22% 

New domestic manufacturing companies opting for 

section 115BAB 

15% 

Taxable Income Tax rate 

Upto INR 10,000 10% 

INR 10,000 to 20,000 20% 

Above 20,000 30% 
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⬧ Tax rate for domestic manufacturing co-operative society set up on 

or after 1st April, 2023 which commences its manufacturing or 

production on or before 31st March, 2024, opting section 115BAE is 

15%  

 
 

SURCHARGE ON INCOME-TAX 
 
 

⬧ Surcharge for domestic and foreign companies remains unchanged: 

 

 

 

 

 

 

⬧ Surcharge for Individuals, HUF, AOP, BOI and AJP is as under: 

 

⬧ Surcharge on STCG (STT paid), LTCG, dividend and capital gains from 

securities in the hands of FII remains unchanged at 15% 

 

⬧ Surcharge in case of AOP consisting of only companies as its 

members shall not exceed 15% 

 

Particulars 

Domestic Company 
Foreign 

Company 
Old 

regime 

New 

regime 

Income exceeding INR 1 

crore but not exceeding INR 

10 crores 

7% 10% 2% 

Income exceeding INR 10 

crores 

12% 10% 5% 

Particulars 

Surcharge 

(as per old 

tax regime) 

Surcharge 

(as per new 

tax regime) 

Income exceeding INR 50 Lakhs 

but not exceeding INR 1 crore 

10% 10% 

Income exceeding INR 1 crore but 

not exceeding INR 2 crores 

15% 15% 

Income exceeding INR 2 crores 

but not exceeding INR 5 crores 

25% 25% 

Income exceeding INR 5 crores 37% 25% 
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⬧ Surcharge for firms & LLP remains unchanged at 12% on the total 

income exceeding INR 1 crore 

 

⬧ Surcharge for co-operative societies remains unchanged at 7% on 

the total income exceeding INR 1 crore but not exceeding INR 10 

crores and at 12% on the total income exceeding INR 10 crores. 

However, surcharge for manufacturing co-operative societies opting 

section 115BAD/115BAE is 10% 

 

 CESS 
 

⬧ The Health & Education Cess in all cases remains unchanged at 4% 

of tax and surcharge 

 
B PERSONAL TAXATION 

 

RATIONALISATION OF EXEMPT INCOME UNDER LIFE INSURANCE POLICIES 

 

⬧ Presently, any sum received under life insurance policy including 

bonus is exempt from tax where premium payable during the term 

of the policy does not exceed 10% of the capital sum assured for 

policies issued on or after 1st April 2012 and 20% for policies issued 

prior thereto. In case of ULIP issued on or after 1st February 2021 

where annual premium exceeds INR 250,000 for one or more 

policies, income is taxable as capital gain 

 

⬧ It is proposed that exemption of the amount received on maturity 

shall not be available to any Life insurance policy (other than ULIP 

for which separate provisions already exists) issued on or after 1st 

April, 2023 in respect of which premium exceeds INR 500,000 in any 

year during the terms of such policy 

 

⬧ In the event, there are multiple policies, exemption is available only 

with respect to those policies whose aggregate premium is less than 

INR 500,000 during the term of the policies 

 

⬧ Deduction for the premium paid will be available while computing 

income under the head ‘Income from other sources’ at the time of 
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maturity, if such premium has not been claimed as deduction under 

chapter VIA 

 

⬧ Method of computation of the income will be prescribed. 

 

⬧ However, amount received on death will continue to be exempt 

under section 10(10D)  
 

RATIONALISATION OF DOUBLE CLAIM OF INTEREST ON HOUSING LOAN 
 

⬧ Presently, deduction of interest payable on money borrowed for 

acquiring, renewing or reconstructing a property is allowed as 

deduction while computing income under Income from House 

Property and under section 80EE of chapter VIA  

 

⬧ There is no provision for prohibiting claim of same interest as cost of 

acquisition/ improvement while computing capital gain on transfer 

of such property. This could result into double deduction of the same 

amount  

 

⬧ It is proposed that cost of acquisition/ improvement shall not include 

the amount of interest which is either claimed as deduction under 

Income from House Property or as deduction under chapter VIA 

 
 

EXPANDING SCOPE OF GIFTS TO NOT ORDINARILY RESIDENT 

 

⬧ Presently, any sum of money exceeding fifty thousand rupees, 

received by a non-resident without consideration from a person 

resident in India, is deemed to accrue or arise in India and is 

chargeable to tax 

 

⬧ To widen the scope of this deeming provision, it is proposed to 

extend this provision to persons who are “not ordinarily resident” 

in India  
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PERQUISITE VALUATION OF RESIDENTIAL ACCOMMODATION TO EMPLOYEES  
 

⬧ Presently, “perquisite” inter alia includes value of rent-free 

accommodation or value of any concession in the case of rent 

provided to employees by the employer 

 

⬧ Method to compute value of rent-free accommodation is prescribed 

in Rule 3 of Income Tax Rules  

 

⬧ Method to compute value of any concession in rent is prescribed in 

section 17(2)(ii)  

 

⬧ It is proposed to rationalize value of perquisite in both the cases.  

Existing method to compute value of any concession is deleted and 

a uniform method shall be prescribed 
 

C CAPITAL GAINS TAXATION 

 

MONETARY LIMIT ON INVESTMENT IN NEW RESIDENTIAL PROPERTY 
 

⬧ Presently, exemption under section 54 or 54F is allowed on LTCG on 

acquiring or constructing new residential property. There is no 

monetary limit for cost of such new residential property 

 

⬧ It is proposed to limit the maximum amount of cost of new 

residential property to INR 10 crores and amount exceeding INR 10 

crores shall not be considered for the purposes of exemption under 

section 54 or 54F 

 

⬧ As a result of such amendment, exemption under section 54(1) and 

54F will now be available only with reference to cost of new 

residential property to the extent of INR 10 crores 

 

GAIN ON MARKET LINKED DEBENTURES 
 

⬧ Presently, long term capital gain from MLD being “listed securities” 

are taxed at 10% without indexation 
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⬧ It is proposed to treat the capital gain arising from transfer or 

redemption of MLD as deemed STCG taxable at applicable rates, 

irrespective of holding period  

 

CONVERSION OF GOLD INTO ELECTRONIC GOLD RECEIPT AND VICE VERSA 
 

⬧ Union Budget 2021-22 had proposed scheme of converting physical 

gold into Electronic Gold Receipt (EGR). Pursuant to said scheme SEBI 

has notified regulatory framework for spot trading in gold on 

existing stock exchange 

 

⬧ To promote the scheme, it is proposed that conversion of physical 

gold into EGR and vice versa by a SEBI registered Vault Manager will 

not be regarded as “transfer” for the purpose of capital gains. 

 

⬧ Cost of acquisition of EGR shall be deemed to be cost of physical 

gold in the hands of EGR recipient and vice versa  

 

⬧ Holding period is to be reckoned from initial date of holding physical 

gold prior to conversion into EGR and vice versa  

 

CONSIDERATION FOR TRANSFER OF A CAPITAL ASSET UNDER JDA 
 

⬧ Presently, for calculating capital gains on transfer of a capital asset 

under JDA, full value of consideration is taken as the Stamp duty 

value of transferor’s share, as increased by consideration received in 

cash. Existing provision did not include the words “or by a cheque or 

draft of by any other mode” 

 

⬧ It is proposed to rectify drafting mistake by including the words or 

“by a cheque or draft of by any other mode” in determining full value 

of consideration 

 

COST OF ACQUISITION IN CASE OF INTANGIBLE ASSETS 
 

⬧ Presently, there is a drafting error by not providing that cost of 

acquisition and cost of improvement of certain self-generated 

intangible is  ‘NIL’  
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⬧ It is proposed to remove the drafting error by providing that cost of 

acquisition and cost of improvement of such intangible’s asset shall 

be “NIL”  

 

D INCENTIVES TO INTERNATIONAL FINANCIAL SERVICES CENTRE 

 

NON-TAXABLE TRANSFER 
 

⬧ Presently, in case of relocation of fund, transfer of capital assets held 

by holder in original fund or its wholly owned special purpose vehicle 

to a resultant fund in IFSC upto 31st March 2023 is not regarded as 

transfer 

 

⬧ It is proposed to extend the benefit upto 31st March 2025 

 

⬧ This amendment is applicable from AY 2023-24 

 

DISTRIBUTION OF INCOME FROM IFSC BANKING UNIT TO ODI HOLDERS 

 

⬧ Presently, income of non-residents on transfer of non-deliverable 

forward contracts, offshore derivative instruments (ODI) or over-the-

counter derivatives entered into with an International Banking Unit 

(IBU) is exempt from tax 

 

⬧ If the IBU makes the investments in permissible Indian Securities 

under ODI contract, income from the Indian Securities is taxable in 

the hands of IBU under section 115AD. Further, when IBU distributes 

such income after payment of tax, ODI holders also pay tax which 

results in double taxation 

 

⬧ It is proposed to remove such double taxation by providing 

exemption to ODI holders on any income distributed on the ODI 

provided tax has been paid by IBU under section 115AD  

 

E INCOME FROM BUSINESS TRUSTS   

 

⬧ Presently, business trust is given pass-through status in respect of 

interest, dividend received from a special purpose vehicle in case of 

both REIT and InvIT and rental income in case of REIT. Such income 
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is taxable in the hands of unit holder as if investment was made 

directly by the Unit holder 

 

⬧ Presently, any distributions made by the business trust to its unit 

holders by categorizing it as “repayment of debt” does not suffer 

taxation either in the hands of business trust or in the hands of unit 

holder 

 

⬧ It is proposed that any sum received (other than 

interest/dividend/rental income and income taxable in the hands of 

business trust) by unit holder from business trust is taxable as income 

from other source 

 

⬧ It is further provided that where the sum received by a unit holder 

from a business trust is for redemption of unit, the sum received shall 

be reduced by the cost of acquisition of the unit to the extent such 

cost does not exceed the sum received and the balance amount shall 

be chargeable under the head Income from Other Source 

 

F RELIEF TO START-UPS  

 

CARRY FORWARD AND SET-OFF OF LOSSES 
 

⬧ Presently, eligible start-ups are allowed to carry forward and set-off 

losses incurred within 7 years from date of incorporation provided 

all the shareholders of the year in which the loss was incurred, 

continue to be shareholders in the year in which setoff is claimed, 

notwithstanding their aggregate shareholding is less than 51%  

 

⬧ It is proposed to increase the period from 7 years to 10 years from 

the date of incorporation 
 

 

EXTENSION OF TIME LIMIT 
  

⬧ Presently, eligible start-ups incorporated upto 31st March 2023 are 

eligible for deduction of entire profits for 3 consecutive years out of 

10 years from the date of incorporation 
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⬧ It is proposed to extend the date of incorporation upto 31st March 

2024 

G ISSUE OF SHARES AT PREMIUM  

 

⬧ Presently, when a closely held company receives from any resident, 

any consideration for issue of shares at premium exceeding fair 

market value of the shares, such excess is chargeable to income-tax 

under the head ‘Income from other sources’ 

 

⬧ It is proposed to amend provision to include payment received from 

non-residents  

 

H BENEFIT AND PERQUISITES FROM BUSINESS  
 

⬧ Presently, value of any benefit or perquisite, whether convertible into 

money or not, arising from business or the exercise of a profession 

is taxable as “business profit” 

 

⬧ However, various courts have interpreted that if the benefit or 

perquisite are in cash, it is not regarded as benefit or perquisite 

hence not taxable 

 

⬧ It is proposed to include benefit in cash within the ambit of benefit 

or perquisite 

 

⬧ This amendment will overrule the decision of Hon’ SC in case of 

Mahindra and Mahindra Limited [2018] 93 taxmann.com 32 (SC) 

 

⬧ Consequential clarification is also inserted in section 194R dealing 

with TDS provisions related to such benefit or perquisite 

 

I AMORTISATION OF PRELIMINARY EXPENDITURE 
 

⬧ Presently, only services of a concern approved by the Board for 

carrying out feasibility / project report and / or market or any other 

survey are eligible for claiming deduction on amortisation of 

preliminary expenses 
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⬧ It is proposed to remove the requirement for the approval by the 

Board of concerns on necessary compliance done by the taxpayer  

 

J DEDUCTION FOR PAYMENT TO MSME  

 

⬧ Section 43B provides for deduction of certain payments only when 

the amount is actually paid. Presently, the section does not cover 

amounts payable to micro and small enterprises covered under the 

MSMED Act 

 

⬧ To give more protection to such enterprises it is proposed that the 

amount payable to micro and small enterprises beyond the time limit 

prescribed under MSMED Act will be allowed only on actual 

payment. The benefit of claiming deduction by making payment 

before the due date of filing return of income for the liability incurred 

during the year is not available 

 

K PRESUMPTIVE TAXATION SCHEMES 
 

⬧ Under current presumptive taxation regime: 

o Specified taxpayer having turnover/gross receipts upto INR 2 

crores in case of specified business can offer deemed income at 

8% (6% for digital transaction) 

o Specified professionals having receipts upto INR 50 lakhs can 

offer deemed income at 50% of the receipts 

 

⬧ It is proposed to increase turnover limit to INR 3 crores in case of 

business and INR 75 lakhs in case of profession where aggregate 

receipt in cash is less than 5%.  

 

L VALUATION OF INVENTORY BY DEPARTMENT   

 

⬧ Presently, there is no provision under the Act which empowers the 

AO to independently get the valuation of inventory through third 

party valuer. 

 

⬧ It is now proposed to give power to the assessing officer to get 

inventory valued from a cost accountant. In such an event, the time 
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limit for completion of assessment shall exclude the period taken for 

inventory valuation.  

   

M CONCESSIONAL TAX TO NEW CO-OPERATIVE SOCIETY 
 

⬧ Presently, new domestic companies engaged in manufacturing 

activities, subject to fulfilment of certain conditions, have an option 

to pay tax at concessional rate of 15% 

 

⬧ It is proposed to extend the benefit of concessional rate of tax of 15% 

to co-operative societies that are set up, registered and commence 

manufacturing or production activities between 1st April, 2023 to 31st 

March, 2024, subject to fulfilment of certain conditions 
 

N TAX DEDUCTION AT SOURCE  

 

BENEFIT OF LOWER TDS EXTENDED TO INCOME FROM BUSINESS TRUST 
 

⬧ Presently, application for lower/NIL deduction certificate is not 

available in respect of income received from units of REITs and InvITs 

 

⬧ It is proposed to extend the benefit of such application in respect of 

income earned from units of REITs and InvITs by amending section 

197 

 

⬧ This amendment will take effect from 1st April, 2023 
 

 TDS ON INTEREST ON LISTED DEBENTURES  

  

⬧ Presently, TDS is not required to be deducted on interest on listed 

debentures 

 

⬧ It is proposed to apply the provisions of TDS to such interest at 10 

percent 

 

⬧ This amendment will take effect from 1st April, 2023    
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TDS ON WINNINGS FROM LOTTERY CROSSWORD AND ONLINE GAME 

 

⬧ Presently, TDS is applicable where winnings exceed INR 10,000 per 

transaction 

 

⬧ It is proposed to provide that TDS will be applicable where aggregate 

amount exceed INR 10,000 during financial year 

    

⬧ New section is proposed to be inserted to deduct TDS @30% on net 

winnings from online games without any threshold  

 

⬧ This amendment will take effect from 1st July, 2023 

 

TDS ON PAYMENT OF PROVIDENT FUND 
 

⬧ Presently, TDS is deducted at maximum marginal rate on provident 

fund paid to employee for failure to furnish PAN  

  

⬧ It is proposed to reduce the rate of TDS to 20% 

 

⬧ This amendment will take effect from 1st April, 2023     

 

TAX TREATY RELIEF AT THE TIME OF TDS 

  

⬧ Presently, in case of payment of income distributed by mutual 

funds to non-residents, tax is to be withheld at the rate of 20% 

 

⬧ The existing provisions do not consider the benefit available under 

various Double Taxation Avoidance Agreements entered into with 

different tax jurisdictions 

 

⬧ It is now proposed to provide the benefit available under DTAA 

and hence, TDS shall be deducted at a rate lower of 20% or rate 

prescribed under DTAA 
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⬧ This amendment will take effect from 1st April, 2023  

 

EXPANDING TAX COLLECTED AT SOURCE 
 

⬧ Presently, TCS is collected at 5%  

o On remittance in case of overseas tour package on any amount  

o On aggregate remittances exceeding INR 7 lakhs made for any 

other purpose under LRS outside India  

 

⬧ It is proposed to: 

o Increase the TCS rate on remittance outside India to 20% in case 

of overseas tour package and for purposes other than education 

/ medical treatment, without any threshold 

o Remove the threshold limit of INR 7 lakhs for remittance for any 

other purpose other than education / medical treatment 

o Maintain 5% rate of TCS and threshold limit of INR 7 lakhs for 

education / medical treatment 

 

⬧ This amendment will take effect from 1st July, 2023 

 

PENALTY AND PROSECUTION FOR FAILURE TO PAY TDS  
 

⬧ Presently, there is no penalty and prosecution for failure to pay TDS 

when payment is in kind 

 

⬧ It is proposed to extend the penalty and prosecution provisions for 

failure in complying TDS provisions in such cases 

 

EXPANDING DEFINITION OF NON-SPECIFIED PERSON FOR NON-FILERS 

 

⬧ Presently, provision for deduction/collection of higher rate of tax in 

case of non-filers of return is not applicable in case of non – 

resident who does not have PE in India 

 

⬧ It is proposed to extend such benefits to those persons who are 

not required to file return of income and notified by the Central 

Government 
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⬧ This amendment will take effect from 1st April, 2023     

O ASSESSMENT    
 

TIME LIMIT FOR FILING RETURN IN RESPONSE TO REASSESSMENT NOTICE 
 

⬧ Presently, taxpayers are required to file return in response to notice 

of reassessment within the time prescribed in such notice which is 

normally 30 days 

 

⬧ It is proposed to extend the time limit to 3 months to furnish the 

return  

 

EXTENSION OF TIME LIMIT FOR ISSUING NOTICE IN CERTAIN CASES 
 

⬧ Presently, for computing the period of limitation for issue of notice 

for reassessment last 15days of March are not excluded even if 

search is initiated / authorisation is executed / requisition is made 

after 15th March of any financial year  

 

⬧ It is proposed to exclude the said period in computing the time limit 

in cases where reassessment notices are issued based on search 

initiated / authorisation executed/ requisition made after 15th March 

 

⬧ This amendment will take effect from 1st April, 2023   

 

EXTENSION IN TIME LIMIT FOR PASSING VARIOUS ORDERS 

  

⬧ Presently, time limit for passing order of assessment or best 

judgement assessment is 9 months from the end of relevant AY. In 

case of updated return, such time limit is 9 months from the end of 

FY in which return is filed 

 

⬧ It is proposed to extend such time limit to 12 months  

 

⬧ It is also proposed that where assessment or reassessment 

proceedings are pending as on date of initiation of search then time 

limit for completion of such proceedings will be extended by 12 

months 
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P RATIONALISATION OF PROVISIONS OF CHARITABLE TRUSTS   
 

APPLICATION OF INCOME OUT OF CORPUS FUND OR LOAN 

 

⬧ Presently, amount utilised out of corpus or loan is considered as an 

application of income in the year in which the corpus amount is 

invested or loan is repaid 

 

⬧ It is proposed that the above application has to be completed within 

a period of 5 years from the date of utilisation and fulfilment of other 

conditions 

 

⬧ This amendment will take effect from 1st April, 2023 

 

 

APPLICATION OF 85% OF INCOME 

 

⬧ Presently, non-corpus donations made by a charitable trust or 

institution to another charitable trust or institution are considered as 

application of income 

  

⬧ It is proposed that only 85% of such donation shall be treated as 

application of income 

 

REGISTRATION OF NEW TRUSTS  

 

⬧ Presently, new trust or institution is required to apply for provisional 

registration and final registration as per the time limit prescribed 

  

⬧ It is proposed that if charitable or religious activities have 

commenced then the application must be made only for final 

registration. The requirement of provisional registration is not 

applicable  

 

⬧ This amendment will take effect from 1st October, 2023 
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CANCELLATION OF REGISTRATION 

 

⬧ Presently, if there is a specified violation by trust or institution, then 

registration already granted can be cancelled 

 

⬧ It is proposed that “specified violation” shall include case where 

application for registration is not complete or contains false or 

incorrect information   

 

TAX ON ACCRETED INCOME  

 

⬧ Presently, charitable trust or institution if converted into non-

charitable organisation or charitable organisation with dissimilar 

objects or does not transfer assets to another charitable 

organisation, it is required to pay tax on the accreted income at 

maximum marginal rate 

 

⬧ It is proposed to apply the above provisions to those trusts or 

institutions which fail to make an application for registration/re-

registration before the last date specified for making an application 

for registration/ re-registration, resulting into they being converted 

into non-charitable organisation 

 

⬧ This amendment shall be applicable from AY 2023-24 

 

PREPONEMENT OF FILING FORM 9A /10 

⬧ Presently, every trust or institution is required to furnish: 

o audit report one month before the due date for furnishing return 

of income 

o Forms for accumulation / deemed application up to the due date 

of filing the return  

 

⬧ It is proposed to prepone the due date for filing Forms for 

accumulation / deemed application to two months prior to the due 

date for furnishing the return. There is no change in date for 

furnishing  the audit report  
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DENIAL OF EXEMPTION IF RETURN OF INCOME IS NOT FURNISHED  

 

⬧ Presently, the trust or institution loses exemption if return of income, 

regular or updated, is not furnished  

  

⬧ It is proposed that the exemption shall not be available by filing only 

updated return of income 

  

Q MISCELLANEOUS  
 

CLARIFICATION REGARDING ADVANCE TAX WHILE FILING UPDATED RETURN 

 

⬧ Presently, while computing interest under section 234B in case of 

updated return, existing provision provide for deduction of advance 

tax paid twice 

 

⬧ It is proposed that advance tax shall be reduced once while 

computing interest under section 234B 

 

⬧ This amendment is applicable retrospectively from AY 2022-23 

 

INTRODUCTION OF ALTERNATE APPELLATE AUTHORITY  

 

⬧ Presently, first appellate authority for an aggrieved taxpayer is 

Commissioner of Income-tax (Appeal) {CIT(A)} against any intimation 

/ order passed by income tax officer 

 

⬧ It is now proposed that Joint Commissioner (Appeals), will take up 

pending and new appeals involving small amount of disputed 

demand  

 

⬧ An appeal before Joint Commissioner (Appeals) cannot be filed 

where an order is passed by or with the approval of an authority 

above the rank of Deputy Commissioner 

 

⬧ This amendment will take effect from 1st April, 2023  
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PENALTY FOR FURNISHING INACCURATE STATEMENT 

.  

⬧ It is proposed, to levy penalty of INR 5,000 per account holder on the 

specified reporting entity, in the event any account holder furnished 

inaccurate particulars. Reporting entity is entitled to recover such 

fine from the account holder 

 

⬧ This amendment will take effect from 1st April, 2023 

 

SEZ EXEMPTION  

 

⬧ Presently, for SEZ units claiming deduction u/s 10AA, there are no 

provisions for filing return of income within due date and time limit 

for remittance of exports proceeds in India 

 

⬧ It is proposed that for claiming deduction filing return of income 

within due date is mandatory 

 

⬧ It is also proposed that the exports proceeds should be remitted in 

India within 6 months from the year-end or extended period. Further, 

power is given to AO to amend the deduction u/s 10AA on export 

proceeds brought into India after the assessment is completed 

 

BUSINESS REORGANIZATION 

 

⬧ Finance Act 2022, provided mechanism and time limit for the 

successor entity to file revised return in order to give effect of re-

organization however no clarity was provided about how to deal with 

such cases by the assessing officer  

 

⬧ It is now proposed that assessing officer shall have to pass modified 

order if assessment is already completed and in case of ongoing 

assessment shall have to consider re-organisation order and 

modified return. However, no corresponding provision is inserted in 

the Finance Bill to enable modification of the return filed by the 

predecessor though it is mentioned in the Memorandum    
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SET OFF AND WITHHOLDING OF REFUNDS 
 

⬧ Presently, there are different sections dealing with withholding of 

refund against likely demands and set off of refunds against 

outstanding demands 

 

⬧ It is proposed to integrate the above provisions into one section for 

removing overlapping. Further, it is proposed that the period for 

which the refund is withheld no interest will be paid 

 

⬧ This amendment will take effect from 1st April, 2023 

 

TDS CREDIT FOR INCOME DISCLOSED IN RETURN OF INCOME OF EARLIER YEAR 
 

⬧ Presently, taxpayers are facing lot of difficulties to claim TDS in cases 

where income is offered earlier but TDS is deducted in subsequent 

years 

 

⬧ To remove such difficulties, mechanism is proposed for granting 

such credit by way of making an application within 2 years from the 

end of the financial year in which such tax was deducted.  

 

⬧ Interest on refund consequent to granting of such credit would be 

computed from the date of application to date of granting of refund  

⬧ This amendment will take effect from 1st October, 2023 

 

REDUCING TIME PROVIDED FOR FURNISHING TRANSFER PRICING DOCUMENT   

 

⬧ Presently, in course of TP proceedings, the timeline provided to 

furnish Transfer Pricing documentation maintained by the taxpayer 

is 30 days which can be further extended by 30 days upon application 

by taxpayer 

 

⬧ It is proposed to reduce time limit from 30 days to 10 days, which 

may be extended for a period not exceeding 10 days upon 

application by taxpayer 

 

⬧ This amendment will take effect from 1st April, 2023 
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EXCLUSION OF NBFC FROM RESTRICTION ON INTEREST DEDUCTIBILITY 
 

⬧ Presently, if Indian company or PE of foreign company (excluding 

banking or insurance company), has borrowed money from a non-

resident Associated Enterprise, any interest paid to such Associated 

Enterprise in excess of 30% of its earnings before interest, taxes, 

depreciation and amortisation (EBITDA) is disallowed 

 

⬧ It is proposed to now also exclude such class of NBFCs as may be 

notified from the applicability of above provision 
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II GOODS AND SERVICES TAX 
2 

 

A PERSONS NOT LIABLE FOR REGISTRATION 
 

⬧ Presently, Section 24 of CGST Act mandates for compulsory 

registration for following persons even if their aggregate turnover is 

less than threshold limit: 
 

o Person engaged in making inter-state taxable supplies; 

 

o Person required to pay tax under reverse charge; 

 

o Person engaged in supply of goods or services through ECO 

required to collect tax at source; 

 

o Agent supplying goods or services on behalf of other taxable 

person; 

 

o Casual taxable person and non-resident taxable person making 

taxable supply; 
 

⬧ Section 23 of CGST Act stipulates that GST Registration is not 

required for following persons: 

 

o engaged exclusively in supply of exempt goods (fruits, 

vegetables, grains, electricity etc.), non-taxable goods (i.e. 

alcohol for human consumption, petroleum products etc.) or 

exempt services (health care services, education services etc.); 

 

o engaged exclusively in supplies where tax is payable by recipient 

under RCM (legal services, GTA services etc.); 

 

o engaged in inter-state supplies of specified goods or services.  

 

There was a confusion as to whether these persons are obliged to 

take GST registration as mandated u/s 24 of CGST Act. 
 

 
2 Proposed amendments will be effective from date of Presidential assent, unless otherwise specified 
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⬧ It is now proposed that persons exempted from taking registration 

u/s 23 of CGST Act are not obliged to take registration even if they 

are covered u/s 24 of CGST Act. 

 

This clarificatory amendment is applicable retrospectively w.e.f. 1st 

July 2017. 

 

B NON-TAXABILITY OF SCHEDULE III TRANSACTIONS FROM RETROSPECTIVE DATE 
 

⬧ It is clarified that high seas sales, supply of warehoused goods before 

clearance for home consumption and Third-country exports (i.e. out-

and-out sales) shall neither be treated as supply of goods nor supply 

of service w.e.f. 1st July 2017 and not from 1st February 2019 as 

commonly perceived. 

 

⬧ It is further proposed that refund shall not be granted in respect of 

GST collected on such transactions undertaken during 1st July 2017 

to 31st January 2019. 
 

 

C SUPPLIER OF GOODS SUPPLYING THROUGH ECO ELIGIBLE FOR COMPOSITION 

SCHEME 

 

⬧ Presently, persons making supply of goods through ECO (where TCS 

is applicable) are not eligible to opt for composition scheme. 

 

⬧ It is proposed to allow composition scheme for registered person 

making intra-state supply of goods through ECO (where TCS is 

applicable). 

 

D POS OF TRANSPORTATION SERVICES TO INDIAN CUSTOMERS FOR EXPORT OF 

GOODS 
 

⬧ Presently, place of supply of services provided to Indian customer in 

relation to transportation of goods exported outside India is the 

destination of such goods. Consequently, the said services are 

treated as inter-state supply leviable to IGST. 
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⬧ It is now proposed that place of supply of services provided to Indian 

Customer for transportation of goods outside India will be as under: 

o GST Registered customer - Location of customer; 

o Unregistered customer – Location where goods are handed    

over for transportation. 

 

E SUPPLY OF WAREHOUSED GOODS CONSIDERED AS EXEMPT FOR ITC REVERSAL 

 

⬧ Persons engaged in making exempt as well as taxable supplies are 

obliged to reverse the proportionate ITC attributable to exempt 

supplies. 

 

⬧ Presently, ‘exempt supply’ does not include supply of warehoused 

goods before clearance for home consumption being a transaction 

which is neither supply of goods nor supply of services as per 

Schedule III to CGST Act. 

 

⬧ It is now proposed that supply of warehoused goods before 

clearance for home consumption shall be treated as exempt supply 

for the limited purpose of ITC reversal. 
 

F ITC NOT ELIGIBLE IN RESPECT OF GOODS OR SERVICES PROCURED FOR CSR 

ACTIVITIES 
 

⬧ There was a controversy as to eligibility of ITC in respect of goods or 

services used for CSR activities. 

 

⬧ It is now proposed that input tax on Goods or services or both used 

for CSR activities (as mandated under Companies Act, 2013) will be 

treated as blocked ITC. 
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G AMENDMENT IN DEFINITION OF ‘NON-TAXABLE ONLINE RECIPIENT’ AND 

‘OIDAR’ 
 

⬧ Presently, "non-taxable online recipient" is defined to mean any 

Government, local authority, governmental authority, an individual 

or any other person not registered and receiving online information 

and database access or retrieval services in relation to any purpose 

other than commerce, industry or any other business or profession, 

located in taxable territory. 

 

⬧ It is now proposed to amend definition of ‘non-taxable online 

recipient’ to mean any unregistered person receiving OIDAR services 

located in taxable territory.  

 

Term ‘unregistered person’ in above definition includes a person 

who is registered solely for the purpose of deducting TDS under the 

GST Act. 

 

⬧ Requirement of OIDAR services to be ‘essentially automated and 

requiring minimal human intervention’ has been removed from the 

definition of OIDAR Service. 

 

H RESTRICTION ON RETURN FILING BEYOND THREE YEARS FROM THE DUE DATE 
 

⬧ The registered person will not be allowed to file following returns or 

statements after a period of three years from the due date for filing 

such statements or returns: 

 

o Statement of Outward Supplies i.e. Form GSTR-1; 

 

o GST returns i.e. Form GSTR-3B, Form GSTR-4, Form GSTR-5, Form 

GSTR-6 and Form GSTR-7; 

 

o Annual Return in Form GSTR-9; 

 

o Statement to be filed by ECO collecting TCS i.e. Form GSTR-8. 
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⬧ Government, by notification, may specify registered person or class 

of registered persons who may be allowed to furnish the return or 

statement even after expiry of period of 3 years from the due date. 

 

I INTEREST ON REFUND 
 

⬧ Presently, interest on delayed refund is payable for the period of 

delay beyond sixty days from the date of receipt of application till 

the date of refund.  

 

⬧ It is now proposed that Government will prescribe the manner, 

conditions and restrictions for computing the period of delay while 

calculating the interest on delayed refund. 

 

J PENALTY PRESCRIBED FOR ECO 
 

⬧ It is proposed to prescribe penalty on ECO for: 
 

o Allowing supply of goods or services or both through it by an 

unregistered person not exempted from taking registration 

under the Act; 

 

o Allowing inter-state supply of goods or services or both through 

it by person not eligible to make such inter-state supply; 

 

o Failing to furnish correct details of outward supplies made 

through it by unregistered persons. 
 

⬧ Penalty would be higher of following: 

 

o Rs 10,000; or 

 

o Amount of tax involved had such supply been made by a 

registered person (other than a composition dealer). 
 

K DECRIMINALIZATION OF OFFENCES 
 

⬧ Following offences will not be punishable with imprisonment and 

fine under GST law: 
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o Person who obstructs or prevents any officer in discharge of his 

duties; 

 

o Tampers or destroys any material evidence or documents; 

 

o Fails to furnish information required under the Act or furnishes 

false information. 

 

⬧ Prosecution will not be initiated for offences where the tax evaded 

or ITC wrongly availed or utilised or the amount of refund wrongly 

taken does not exceed Rs. 2.5 crores.  

 

⬧ Person accused of issuing invoice or bill without supply of goods and 

/ or services leading to wrongful availment or utilization of ITC or 

refund of tax exceeding Rs. 1 crore but not exceeding Rs. 2 crores 

will be punishable with imprisonment for a term which may extend 

to one year and fine. 

 

L COMPOUNDING OF OFFENCES 
 

⬧ It is proposed to provide that following offences cannot be 

compounded more than once: 

 

o acquires possession of, or in any way concerns himself in 

transporting, removing, depositing, keeping, concealing, 

supplying, or purchasing or in any other manner deals with, any 

goods which he knows or has reasons to believe are liable to 

confiscation under this Act or the rules made thereunder; 

 

o receives or is in any way concerned with the supply of, or in any 

other manner deals with any supply of services which he knows 

or has reasons to believe are in contravention of any provisions 

of this Act or the rules made thereunder; 

 

⬧ It is proposed that a person accused of issuing invoice or bill without 

supply of goods and / or services leading to wrongful availment and 

utilization of ITC or refund of tax, shall not be entitled to compound 

his offence. 
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⬧ It is proposed to reduce the minimum amount to be paid for 

compounding of offence from higher of fifty percent of tax involved 

or Rs. 10,000 to twenty five percent of tax involved. 

 

⬧ Similarly, it is proposed to reduce the Maximum amount to be paid 

for compounding offence from higher of one hundred and fifty 

percent of tax involved or Rs. 30,000 to hundred percent of tax 

involved. 

 

M SHARING OF INFORMATION WITH OTHER SYSTEMS 

 

⬧ It is proposed to empower Common portal to share following 

information with other notified systems after obtaining consent from 

supplier and recipient: 

 

o Particulars furnished in registration application, Form GSTR-3B, 

Form GSTR-4, Form GSTR-5, Form GSTR-6, Form GSTR-7 and 

Annual Return in Form GSTR-9; 

 

o Particulars uploaded on the portal for preparation of invoice, 

details of outward supplies furnished in Form GSTR-1 and 

particulars uploaded on common portal for generating e-way 

bill; and 

 

o Such other particulars as may be prescribed. 
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GLOSSARY 

 

CGST Central Goods and Services Tax 

GTA Goods Transport Agency 

RCM Revere Charge Mechanism 

ITC Input Tax Credit 

CSR Corporate Social Responsibility 

OIDAR Online Information Database and Database Access or Retrieval Services 

GST  Goods and Services Tax 

IGST Integrated Goods and Services Tax 

TCS Tax Collected at Source 

POS Place of Supply 

ECO Electronic Commerce Operator 

TDS Tax Deducted at Source 

PY  Previous Year 

SEZ Special Economic Zone  

AO Assessing Officer  

SC Supreme Court 

RBI Reserve Bank of India 

MSME Micro, Small & Medium Enterprises 

NBFC Non-Banking Financial Company 

CG Central Government  

ROI Return of Income 

SG State Government  

IBC Insolvency & Bankruptcy Code 

InvIT Infrastructure Investment Trust 

REIT Real Estate Investment Trust 

AY Assessment Year 

EBITDA Earnings before interest, taxes, depreciation and amortisation 

 



Disclaimer: 

 

This document has been prepared as a service to the clients. We recommend you to  

seek professional advice before taking any action on the specific issues. 
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