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1. Foreword

As we move into the endemic stage of this unprecedented crisis, the FM has
presented a progressive and futuristic Budget with a focus on high capital
expenditure, digitization, R&D, start-ups and financial inclusion. The Budget
marks Azadi ka Amrit Kaal outlining the 25-year leadup to India@100. The Budget
prioritizes productivity enhancement with heavy infrastructure development,
creating large opportunities for new businesses and jobs, carbon neutral
economy, focus on sunrise sectors & digital economy.

The phenomenal increase of over 35% in capital expenditure bears testimony to
this resolve and will drive economic growth and sustainable development. The
Fiscal deficit has been pegged at 6.9% of GDP for the year 2022 and 6.9% for the
year 2023. The Budget focused on strengthening of sectors such as transportation
and logistics sectors (Gati shakti), banking and banking and fintech (75 digital
units to be set up), agriculture, EV sector (battery swapping policy), amongst
others. There is a clear message towards 100% financial inclusion by setting up
75 digital banking units in 75 districts and a plan to connect 1.5 lakh post offices
to the core banking systems. Auction of 5G spectrum will take place in 2022;
States will be encouraged to adopt IT-based management of land records and link
with one nation-one registration software.

Continuing the government’s thrust on green energy and commitment in COP-26,
it proposes to introduce a Battery Swapping policy and inter-operability standards
for Electric Vehicles which will mitigate the major hindrance today of range and
charging stations. The FM has advocated a shift to use EV based public transport
in urban areas. To bolster the startup ecosystem and incentivize R&D, several
proposals were introduced such as:

Agri-tech: Raise a fund with blended capital under co-investment model, facilitated
through NABARD to finance start-ups for agriculture and rural enterprise relevant
for farm produce value chain.

Defence: A separate defence R&D budget is established for start-ups in defence
sector with 25% of defence R&D budget earmarked for private industry to take up
design and development of military platforms and equipment in collaboration with
DRDO.

Ed-tech: A Digital University will be established to provide access to students
across the country for world-class quality universal education with a personalised
learning experience at their doorstep. This will create an opportunity for start-ups
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as the University will be built on a networked hub-spoke model. World-class
foreign universities and institutions will be encouraged to setup in GIFT City.

Healthcare: Introduce an open platform, for the National Digital Health Ecosystem
consisting of digital registries of health providers and health facilities, unique
health identity, consent framework, and universal access to health facilities,
providing various active opportunities for healthcare start-ups.

Government will provide R&D support for start-ups in other sunrise sectors such
as Atrtificial Intelligence, Geospatial Systems and Drones, Semiconductor and its
eco-system, Space Economy, Genomics and Pharmaceuticals, Green Energy,
and Clean Mobility Systems. Proposals for identified sunrise sectors such as
“Drone Shakti” through varied applications and Drone-as-a-service (‘DrAAS’) and
promote use of “Kisan Drones” for crop assessment and spraying of insecticides
and nutrients.

Ease of doing business will be increased with accelerated voluntary winding up of
companies from 2 years to 6 months while amendments in the Insolvency &
Bankruptcy Code carried out to enhance the efficacy of the resolution process and
facilitate cross border insolvency resolution.

On the income tax side, the most significant amendment was the introduction of
a 30% tax on income from virtual digital assets, paving the way for regulation of
digital assets such as crypto currencies and Non-Fungible Tokens (NFTs). No
deduction for expenses other than cost of acquisition would be allowed. Further
no carry forward and set off of losses would be allowed in case of loss. TDS at
the rate of 1% on consideration above specific threshold would require to be
withheld. Gift of Virtual digital assets would be taxed u/s 56(2)(x). There will be
intense debate and controversy on the set of losses provisions as the
interpretations of no-intra head adjustment would be prohibitive for crypto
investors. To promote digital economy, it is proposed to introduce Central Bank
Digital Currency (CBDC) i.e. digital rupee using blockchain and other
technologies, to be issued by the Reserve Bank of India.

In infrastructure, most large projects are executed as consortiums/JVs and are
taxed as AOPs. The current 37% surcharge for income over INR 5 Cr brings the
tax rate to ~43% which is punitive. Now, the surcharge has been capped at 15%,
which brings down the rate of 36%. In relation to long term capital gains, the 37%
surcharge has been capped to 15% (for individuals and HUFs) which will be a
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huge relief as it brings down the tax rate on sale of capital assets (such as unlisted
shares and real estate) in line with listed securities, from 28% to 23%

A taxpayer will now be permitted to file an updated return within two years from
the end of relevant assessment year on payment of additional tax. A person
covered under search and seizure or where the case is pending under
assessment would not be eligible to file updated return. Additional tax of 25 to 50
percent would require to be paid depending on timing of the filing of the updated
ROI.

The Supreme Court decision in Maxopp Investment Ltd. v. CIT has effectively
been reversed with a clarification in the Finance Act which proposes that
disallowance under Section 14A would apply even when no exempt income is
derived. For the purpose of disallowance u/s 37, any expenditure incurred in
respect of offence committed outside India is also covered. Further, any
perquisites provided to a person, wherein receiving such perquisites is in violation
of any law shall not be allowed as deduction. It will impact the gifts given to
medical practitioners by pharma companies. Surcharge and Cess is not to be
allowed as deduction retrospectively from AY 2005-06. The Revenue will not file
repetitive appeal where the same is pending before Jurisdictional High Court/
Supreme Court which is indeed laudable as it will ease out litigation strain on the
system.

Crucially, the scope of re-assessment u/s 148 up to 10 years has been expanded
from asset which has escaped assessment to undisclosed income represented by
expenditure or entry in books of account which has escaped assessment. This will
adversely impact cases of taxpayers particularly in search and seizure cases.
Similarly, the scope of Section 68 has been widened to include loans/borrowings
from share capital. This will have far reaching implications.

Overall, the tax policies proposed are stable and predictable and the budget is
growth oriented providing a fine blueprint to propel the economy over the next 25
years.

Shailesh Bhuta
Managing Partner
Bhuta Shah & Co. LLP

Mumbai, 15t February 2022
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2.

Budget — At a Glance

PM GatiShakti Master Plan for Expressways to be formulated in 2022-
23 to facilitate faster movement of people and goods. The approach will
encompass roads, airways, airports, ports, mass transport, waterways
and logistics & infrastructure and the existing projects pertaining to
these engines will be aligned with the PM GatiShakti.

Raising and accelerating MSME Performance (RAMP) programme with
an outlay of Rs. 6,000 crores over 5 years will be rolled out. This will
help the MSME sector become more resilient, competitive and efficient.

Udyam, e-Shram, NCS and ASEEM portals will be interlinked. Their
scope will be widened. They will now perform as portals with live,
organic databases, providing G2C, B2C and B2B services.

Government is continuously encouraging digital banking to reach every
nook and corner of the country in a consumer-friendly manner and to
mark 75 years of our independence, it is proposed to set up 75 Digital
Banking Units (DBUs) in 75 districts of the country by Scheduled
Commercial Banks.

Spectrum auctions to enable 5G roll out by 2023 and Product linked
incentives for 5G technology manufacturing ecosystem.

ECLGS (Emergency Credit Line Guarantee Scheme) to be extended
upto March 2023, guaranteed cover extended by another Rs 50,000
crore.

Credit Guarantee Trust for Micro and Small Enterprises (CGTMSE)
scheme will be revamped with required infusion of funds. This will
facilitate additional credit of INR 2 lakh crore for Micro and Small
Enterprises and expand employment opportunities.
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. An open platform, for the National Digital Health Ecosystem will be
rolled out. It will consist of digital registries of health providers and
health facilities, unique health identity, consent framework, and
universal access to health facilities.

. In 2022-23 80 lakh houses will be completed for the identified eligible
beneficiaries of PM Awas Yojana, both rural and urban INR 48,000
crore is allocated for this purpose.

. Current coverage of Har Ghar Nal Se Jal is 8.7 crores. Of this 5.5 crore
households were provided tap water in last 2 years itself. Allocation of
INR 60,000 crore has been made with an aim to cover 3.8 crore
households in 2022-23

. it is proposed to set up 75 Digital Banking Units (DBUs) in 75 districts
of the country by Scheduled Commercial Banks.

. Recently, over 25,000 compliances were reduced and 1486 Union laws
were repealed as a result of strong commitment for ‘minimum
government & maximum governance’, and ease of doing business

(EODB).

. Committee to set-up in order to make recommendations on urban
sector policies, capacity building, planning, implementation and
governance

o No change in slab rates for individuals and others

. For Cooperative societies, alternate minimum tax (AMT) capped at

15%. Further, surcharge in case of income between INR 1 crore to
INR 10 crores reduced to 7%

. For AOPs consisting only non-resident companies as members
surcharge to be capped at 15%, down from 37%
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. Certain income of trust or institution taxed at special rate u/s 115BBI of
the Act
. Surcharge on long-term capital gains arising from transfer of any assets

capped at 15%

o Concessional tax rate of 15% on dividend received by an Indian
company from a specified foreign company withdrawn

. New provision for filing ‘Updated income-tax returns’ (UTR) within 2
years from the end of relevant Assessment Year (AY) proposed.
Opportunity is available only to offer additional income not offered in
original return of income. Further, UTR cannot be filed in following
scenarios:

e claim losses

e decrease tax liability, or increase the refund due, as per return
already filed

e taxpayer is subjected to search, seizure or survey by the
Taxman

e taxpayer has already filed an updated return once for a
particular year

e if the assessment or reassessment is pending or completed for
the relevant year

e the assessing officer has information on person’s income from
specified sources and the same is communicated to the
taxpayer prior to due date of filing UTR

e any prosecution proceedings are initiated against the taxpayer
for the relevant year

. Additional tax ranging from 25-50% of the aggregate tax and interest,
depending upon the timing of filing the return, required to be paid
alongwith UTR

. Income from sale of Virtual digital assets (eg cryptocurrency, VDA) to
be taxed at 30%. No deductions allowed except cost of acquisition.
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Losses on transfer of VDAs cannot be set off against any other income.
Further, such losses cannot be carried forward

. 1% withholding tax applicable on VDA transactions beyond specified
threshold, subject to conditions

. VDAs received as gift taxable as income from other sources in the
hands of the recipient

. Disallowance u/s 14A applicable notwithstanding any other provisions
of the Act or no exempt income is earned/received during the year.
While the amendment is effective from AY 2022-23, the amendment
has been worded to give retrospective effect.

. New provisions to incentivize operations in IFSC introduced

. Amount received for medical treatment of, and on account of death due
to, Covid-19, exempt effective AY 2020-21

. Health and education cess and surcharge not allowable as deduction.
Clarification applicable retrospectively

. Scope of disallowance u/s 37(1) expanded to include expenditure in
respect of offence committed outside India and expenditure on
providing any perquisites to a person, wherein receiving such
perquisites is in violation of any law. Clarifications could have
retrospective effect

. No set-off of losses or unabsorbed depreciation against undisclosed
income detected during search

. Reassessment proceedings proposed to be conducted in faceless
manner. For search cases, period under Section 148 of the Act to be
increased retrospectively from 6 to 11 years

. Scope of deduction u/s 80CCD in respect of State Government
employees increased from 10% to 14%



Bhuta Shah & Co LLP
Chartered Accountants Budget Highlights 2022 | Page 9

. Time limit to incorporate eligible start-up to claim tax incentives
extended upto March 31, 2023

. Time limit to commence manufacturing for claiming lower tax regime
u/s 115BAB extended from March 31, 2023 to March 31, 2024

. Deferment of filing of appeals by the Revenue for the common question
of laws which is pending before the jurisdictional High Court or
Supreme Court in the taxpayer’'s own case or in the case of any other
taxpayer. However, the taxpayer has to agree that the question of law
pending before the Courts is identical to his case

. Time limit for claiming ITC, issuing credit notes or making any
rectifications in outward supply return data extended by 2 months from
30th September of the subsequent financial year to 30th November of
the subsequent financial year

. Retrospective relief in applicable interest on wrong / excess availment
of ITC and utilized from 24% to 18%

. For non-resident taxable persons due date of filing the return amended
to the 13th day of the following month from the 20th day of the following
month

. Restrictions to be prescribed on utilizing the ITC available in electronic

credit ledger and also prescribing maximum proportion of output tax
liability that can be discharged through electronic credit ledger

. Allowance of transfer of cash balance in electronic cash ledger between
two distinct persons

. Changes in various provisions of GST Acts to give effect to notifications
allowing claiming of ITC only as communicated (vide form 2B) to the
taxpayer
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3. Direct Tax Rates

3.1.1. Individuals (less than 60 years) & HUFs

The Finance Act 2020 had introduced Section 115BAC which allows an
individual or a HUF, to opt for the alternate taxation regime, subject to
fulfilment of certain conditions. Thus, the assessee can opt for
continuing with the original regime or the alternate tax regime

u/s 115BAC:
FY 2022-23 1
Total Income Original Alternate
regime regime
0 - 2,50,000 Nil Nil
2,50,001 - 5,00,000 5% 5%
5,00,001 - 7,50,000 20% 10%
7,50,001 - 10,00,000 20% 15%
10,00,001 - 12,50,000 30% 20%
12,50,001 - 15,00,000 30% 25%
15,00,001 and above? 30% 30%

3.1.2. Individuals (60 years or more, but less than 80 years)

The Finance Act 2020 had introduced a new Section 115BAC which
allows an individual or a HUF, to opt for the alternate taxation regime,
subject to fulfilment of certain conditions. Thus, the assessee can opt
for continuing with the alternate regime or the alternate regime
u/s 115BAC:
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FY 2022-23 *
Total Income Original Alternate
regime regime

0 - 2,50,000 Nil Nil

2,50,001 - 3,00,000 Nil 5%
3,00,001 - 5,00,000 5% 5%
5,00,001 - 7,50,000 20% 10%
7,50,001 - 10,00,000 20% 15%
10,00,001 - 12,50,000 30% 20%
12,50,001 - 15,00,000 30% 25%
15,00,001 and above? 30% 30%

3.1.3. Individuals (80 years or more)

The Finance Act 2020 had introduced a new Section 115BAC which
allows an individual or a HUF, to opt for the new taxation regime,
subject to fulfilment of certain conditions. Thus, the assessee can opt
for continuing with the present regime or the new regime u/s 115BAC:

FY 2022-23 *
Total Income Original Alternate
regime regime

0-2,50,000 Nil Nil

2,50,001 - 5,00,000 Nil 5%

5,00,001 - 7,50,000 20% 10%
7,50,001 - 10,00,000 20% 15%
10,00,001 - 12,50,000 30% 20%
12,50,001 - 15,00,000 30% 25%
15,00,001 and above? 30% 30%

' The above tax rates are further to be increased by Health and
Education Cess at 4% on tax (including surcharge, if any).
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2

Surcharge in the case of every individual, HUF, AOP, BOI, AJP not
having income u/s 115AD (income earned by Foreign Institutional
Investors), shall be calculated as follows:

Surcharge
Total income including Capital gains
capital gains u/s 111A or covered Any Other
112A or 112, if any u/s 111A or income
112A or 112

Upto 50,00,000 Nil Nil
50,00,001 — 1,00,00,000 10% 10%
1,00,00,001 — 2,00,00,000 15% 15%
2,00,00,001 - 5,00,00,000 15% 25%
5,00,00,001 and above 15% 37%

Surcharge in the case of Foreign Institutional Investor being individual,
AOP, BOI, AJP having income u/s 115AD(1)(b) i.e. income by way of
short-term or long-term capital gains arising from the transfer of
securities

Total income including Surcharge
capital gains Ca:(i)t:(leia;ins Any Other

u/s 115AD(1)(b), if any uls 115AD(1)(b) income
Upto 50,00,000 Nil Nil
50,00,001 — 1,00,00,000 10% 10%
1,00,00,001 - 2,00,00,000 15% 15%
2,00,00,001 — 5,00,00,000 15% 25%
5,00,00,001 and above 15% 37%

Note: Marginal relief is available for such surcharge
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AOPs, BOIs and AJPs

The Bill proposes no change in the tax rates for AOPs, BOIs and AJPs
for the FY 2022-23.

Income Slabs FY 2022-23 and onwards '
0 —2,50,000 Nil
2,50,001 — 5,00,000 5%
5,00,001 - 10,00,000 20%
10,00,001 and above 2 30%

3.1.4. Co-operative Societies

The Finance Act 2020 had introduced a Section 115BAD, which allows
a resident co-operative society, to opt for the alternate taxation regime,
subject to fulfilment of certain conditions. Thus, the taxpayer can opt for
continuing with the original regime or the alternate regime u/s 115BAD.
There is no change proposed in tax rates for the FY 2022-23.

The tax rates for Co-operative societies at the option of the assessee
are as follows:

Income Slabs Original Alternate Regime
Regime?® (Section 115BAD)*
Up to 10,000 10% 22%
10,001 - 20,000 20% 22%
20,001 and above?® 30% 22%

The AMT payable by co-operative societies under Section 115JC at
18.5% has been reduced to 15% to provide parity between co-operative
societies and companies. Consequential amendment is also proposed
in clause (b) of Section 115JF in relation to the definition of AMT. The
new tax rate will take effect from April 1, 2022
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3 In the case of Co-operative society, having a total income exceeding
INR 1 crore but not exceeding INR 10 crores, surcharge shall be
calculated at the rate of 7% and in the case of total income exceeding
INR 10 crores surcharge shall be calculated at the rate of 12% of such
income-tax. The above tax rates are further to be increased by Health
and Education Cess of 4% on tax (including surcharge, if any).
However, marginal relief is available for such surcharge.

4 The amount of income-tax computed shall be increased by a
surcharge calculated at the rate of 10% of such income-tax. The above
tax rates are further to be increased by Health and Education Cess of
4% on tax.

. Local Authorities

The Bill proposes no change in the existing tax rate of 30% for local
authorities. There is no change in the surcharge at the rate of 12% of
such income tax in case of a local authority having a total income
exceeding INR 1 crore. The above tax rates are to be increased further
by health and education cess of 4% on tax (including surcharge, if any).
However, marginal relief is available for such surcharge.

. Partnership Firms / LLPs

The Bill proposes no change in the existing tax rate of 30% for
Partnership Firms / LLPs. There is no change in the surcharge at the
rate of 12% of such income tax in case of Partnership Firms / LLPs
having a total income exceeding INR 1 crore. The above tax rates are
further to be increased by health and education cess of 4% on tax
(including surcharge, if any). However, marginal relief is available for
such surcharge.
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3.1.7. Companies

a) Domestic companies (other than companies opting for
concessional tax regime u/s 115BAA and 115BAB)

In case of a domestic company, the rate of income-tax shall be 25% of
the total income, if the total turnover or gross receipts of the FY 2020-
21 does not exceed INR 400 crore and in all other cases the rate of
income-tax shall be 30% of the total income.

As such, the effective normal tax rates and MAT rates for domestic
companies for FY 2022-23 are as follows:

Income Slabs Turnover or Gross Turnover or Gross
receipts < INR 400 crore  receipts = INR 400 crore
in FY 2020-21 in FY 2020-21
Effective Effective Effective Effective
normal tax 5 MAT 3 normal tax ° MAT 5
0-1,00,00,000 26.00% 15.60% 31.20% 15.60%
1,00,00,001 - 27.82% 16.69% 33.38% 16.69%

10,00,00,000 ©
1,00,00,001 and 29.12% 17.47% 34.94% 17.47%
above 7
5The above rates are inclusive of Health and Education Cess at the
rate of 4%

6The above rates are inclusive of surcharge at the rate of 7% if the
total income exceeds INR 1 crore but does not exceed INR 10 crore,
subject to marginal relief

”The above rates are inclusive of surcharge at the rate of 12% if the
total income exceeds 10 crores, subject to marginal relief
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> Effective rates under the sections 115BAA and 115BAB.

The effective tax rates for such companies for the FY 2022-23 are as

follows:
Domestic Companies Domestic Companies
opting for 115BAA on opting for 115BAB on
fulfillment of certain fulfillment of certain
conditions 8 conditions 8

25.17% 17.16%

8The above rates are inclusive of surcharge at the rate of 10% in case
of such companies, irrespective of the total income of the company.
In addition, the above rates are inclusive of Health and Education
Cess at the rate of 4%

b) Foreign Companies
The Bill proposes no change in the existing tax rates of foreign

companies for FY 2022-23. As such, the effective normal tax rates and
MAT rates for foreign companies for FY 2022-23 are as follows:

FY 2022-23
Income Slabs (INR) Effective  Effective
Normal Tax® MAT?®
0-1,00,00,000 41.60 % 15.60 %
1,00,00,001 - 10,00,00,000 10 42.43 % 15.91 %
10,00,00,001 and above " 43.68 % 16.38

9 The above rates are inclusive of Health and Education Cess at the
rate of 4%
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10The above rates are inclusive of surcharge at the rate of 2% in case
of a foreign company if the total income exceeds INR 1 crore but
does not exceed INR 10 crores, subject to marginal relief

1 The above rates are inclusive of surcharge at the rate of 5% if the
total income of the foreign company exceeds INR 10 crores subject
to marginal relief

Rate at
Sr. . Threshold for which Tax is
No. Nature of Payment Section Deduction to be
Deducted
1. Salary 192 As per slab rates prescribed
[Note 7, 9] for individuals (including senior
and very senior citizens)
2. | Payment of 192 A Payment in 10%
accumulated balance excess of
due to an employee INR 50,000
p.a.
3. | Interest on securities 193 Any payment 10%
4. | Dividends 194 Payment in 10%
excess of
INR 5,000
5. | Interest other than 194 A Payment in 10%
interest on securities excess of
[Notes 8] INR 5,000/
40,000/
50,000 p.a.
6. | Winnings from lottery 194 B Payment in 30%
or crossword puzzle or excess of
card game or other INR 10,000

game [Note 9]
7. | Winnings from horse 194 BB Payment in 30%
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Rate at
Sr. . Threshold for which Tax is
Nature of Payment Section .
No. Deduction to be
Deducted
race [Note 9] excess of
INR 10,000
8. | Payments to 194 C Payment in 2% (1% for
contractors [Note 8] excess of individual
INR 30,000 and
per contract or HUFs)
INR 1,00,000
p.a.in
aggregate
9. | Insurance commission 194D Payment in 5%
excess of
INR 15,000
10. Non-Exempt payment 194 DA Payment in 5%
under LIC net of excess of
premium paid. INR 1,00,000
11. Paymentin respect of 194 EE Payment in 10%
NSS Deposits excess of
INR 2,500
12.  Commission on Sale of | 194 G Payment in 5%
Lottery tickets excess of
INR 15,000
13.  Commission or 194 H Payment in 5%
brokerage [Note 8] excess of
INR 15,000
p.a.
14. Renttowards Land/ 194-| Payment in 10%
a) | Building / Furniture excess of
[Note 8] INR 2,40,000
p.a.
14. Rent towards Plant, 194-| Payment in 2%

b) ' Machinery or excess of



BhutaShah & CoLLP

Chartered Accountants Budget Highlights 2022 | Page 19
Rate at
Sr. . Threshold for which Tax is
Nature of Payment Section .
No. Deduction to be
Deducted
Equipment [Note 8] INR 2,40,000
p.a.
15. Consideration for 194-1A Payment in 1%
transfer of immovable excess of
property (other than INR 50,00,000
agricultural land)
16.  Individuals or HUF 194-1B Payment in 5%
(other than those excess of
covered under 44AB), INR 50,000
responsible for paying per month or
to a resident, any part of month
income by way of rent
17.  Any monetary 194-1C Any payment 10%
consideration payable
under the specified
agreement u/s 45(5A)
18. Fees for technical 194 J Payment in 2%
a)  services [Note 8] excess of
INR 30,000
p.a.
18. Fees for other 194 J Payment in 10%
b) @ professional services excess of
[Note 8] INR 30,000
p.a.
19.  Income in respect of 194 K Payment in 10%
Units of Mutual Fund excess of
INR 5,000 p.a.
20. | Payment of 194 LA Payment in 10%
Compensation on excess of
acquisition of certain INR 2,50,000
Immovable Property p.a.

other than u/s 96 of
Right to Fair
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Rate at
Sr. . Threshold for which Tax is
Nature of Payment Section .
No. Deduction to be
Deducted

Compensation and
Transparency in Land
Acquisition,
Rehabilitation and
Resettlement Act, 2013
21. | Income by way of 194 LB Any payment 5%
interest from
infrastructure debt fund
payable to a non-
resident, not being a
company, or to a
foreign company

22. | Certain income from 194 Any payment Resident -
a) | units of a specified LBA 10%
business trust except Non-
dividend Resident —
5% or the
rates in force
as the case
may be
22. | Dividend income from 194 Any payment Resident &
b) | units of a specified LBA Non-
business trust Resident —
10%
23. | Income in respect of 194 Any payment 10%
specified units of LBB
investment fund
24. | Income payable to an 194 LC = Any payment i) For
investor, in respect of Resident,
an investment in a 25%
specified securitisation (Individual
trust. and HUF),

30%
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Sr.

Nature of Payment
No. u y

25. | Income by way of
interest from Indian
Company payable to

non-resident, not being

a company or to a
foreign company by a
specified company

i) in respect of monies

borrowed by it in

foreign currency from a

source outside India
subject to certain
conditions
i) to the extent to
which such interest
does not exceed the
amount of interest
calculated at the rate
approved by the CG
26. | Income by way of
interest (as specified)
on certain bonds and

government securities
for paying to a person

being a Foreign

Institutional Investor or

a Quialified Foreign
Investor
27. | Payment by

Rate at
which Tax is
to be
Deducted
(For other)
ii) For non-
resident —
rates in force

Any payment 4%

Threshold for

Section .
Deduction

194 LC

194 LD Any payment 5%

194 M Payment in 5%
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Rate at
Sr. . Threshold for which Tax is
Nature of Payment Section .
No. Deduction to be
Deducted
Individual/HUF (other excess of
than those covered INR 50,00,000
under 44 AB) to p.a.
contractors and
professionals
28. | Cash payments by 194 N Cash Payment 2%
banks and post office. in excess of
INR 1 Crore
p.a.
29.  Payment of certain 194-0O Any payment 1%
sums by E-commerce
Operator to E-
commerce Participant
30. Deduction of tax in 194-P As per slab
case of specified rates
senior citizen [Note 11] prescribed
for specified
senior
citizens
31. Purchase of goods 194-Q Payment of 0.1% of the
INR 50 Lakhs amount
p.a. or more exceeding
INR 50
Lakhs
32.  Any benefit or 194 R Value or 10%

perquisite, whether
convertible into money
or not, arising from
carrying out of a
business or exercising
of a profession

(Note 13)

aggregate of
value of such
benefit or
perquisite
exceeding
INR 20,000
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Rate at
Sr. . Threshold for which Tax is
Nature of Payment Section .
No. Deduction to be
Deducted
33.  Payment for transfer of 194 S For specified 1%
virtual digital asset to a person on
resident (Note 14) amount
exceeding
INR 50,000
For others on
amount
exceeding
INR 10,000
Notes:

1. Time of deduction of tax:

Except in case of salary and LIC payments (wherein tax is to be deducted
at the time of payment), tax is to be deducted at the time of payment or
credit, whichever is earlier.

2. Time of deposit of tax:

All sums deducted shall be deposited with the Government within 7 days
from the end of the month in which the deduction is made. However, where
the amount is credited or paid to the account of the payee in the month of
March, the tax is required to be deposited with the Government on or
before April 30.

3. Mode of making payment of tax:

For payment of tax, challan no. ITNS 281 is to be used. All companies and
deductors, who are liable to tax audit have to make payment of tax by
electronic mode. Others can make payment of tax either physically or by
electronic mode.
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4. TDS Return:

Person deducting tax is required to file quarterly statements for the quarter
ending on June 30, September 30, December 31 and March 31

in each financial year, in Form 26Q (Form 24Q for Salary) along with
Form 27A, on or before July 31, October 31, January 31 and May 31
respectively. Form 26Q and Form 24Q are to be filed electronically while
Form 27A is to be filed in physical form.

5. Certificate for tax deduction in case of non-salary payments:

TDS Certificate in Form 16A is required to be issued on quarterly basis
within 15 days from the due date of furnishing TDS Return i.e. on or before
August 15, November 15, February 15 and June 15.

6. Certificate for tax deduction in case of salary payments:

TDS Certificate in Form 16 is required to be issued on annual basis by
May 31 of the financial year immediately following the financial year in
which the income was paid and tax deducted.

7. Liability to deduct TDS:

An individual or HUF per-se is not liable to deduct tax. However, liability to
deduct TDS u/s 194A, 194C, 194H, 194l and 194J, as the case may be,
will arise for individuals / HUFs in the following circumstances:

a) |If total sales / turnover / gross receipts exceed INR 1 crore in case of
business.

b) If gross receipts exceed INR 50 lakhs in case of profession
This implies that businesses, which are not liable to tax audit owing

to having turnover less than INR 10 crore, will also be required to
deduct tax at source if turnover exceeds INR 1 crore.
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10.

11.

The monetary threshold of turnover for deduction of tax at source
u/s 194A for Co-operative Societies is separately prescribed as
INR 50 crore.

Payments made to non- residents:

Above rates are not applicable in case of payments to foreign companies
and non-residents except in case of Sections 192, 194B, 194BB, which
are also applicable to non-residents.

Higher TDS rate for not furnishing PAN:

If the payee is not able to furnish PAN to the payer, w.e.f. April 1, 2010 tax
shall be deducted at higher of the rates specified in the relevant provision
of the Act or at the rates in force or 20%.

TDS on Interest u/s 194A:

It is now provided that exemption from deduction of TDS on interest other
than interest on securities is inter-alia also provided to infrastructure debt
fund so that tax is not deducted on income from zero coupon bond issued
by such fund and the same shall have effect from April 1, 2021.

Deduction in case of specified senior citizen

Specified resident senior citizen who is of the age of 75 years or more at
any time during the previous year need not file the return of income, in
case if the banking company has deducted tax after giving effect to the
deduction under Chapter VI-A and rebate allowable u/s 87A on computed
total income, provided the specified senior citizen has earned only pension
income and interest income in the same bank where pension is received.

Further, to avail this benefit, the specified senior citizen shall file a
declaration containing the particulars of his income to the bank in the form
which is yet to be prescribed. This amendment shall be effective from
April 1, 2021.
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12.

13.

Rationalization of provisions of Section 206AB

Section 206AB provides for special rates of tax deducted at source for non-
filers of income tax returns for “specified person.”

The definition of the specified person included a person who had not filed
his return of income for 2 AY’s relevant to 2 PY’s immediately prior to the
PY in which tax is required to be deducted or collected for which time limit
u/s 139(1) has expired and has aggregate of TDS and TCS in his case
INR 50,000 or more in each of the two relevant previous years.

It is now proposed to amend the definition of specified person, whereby
instead of 2 AY’s immediately prior to the PY only 1 AY immediately prior
to the PY needs to be considered.

Earlier the said Section 206AB applied in cases where TDS pertained to
Sections other than Sections 192, 192A, 194B, 194BB, 194LBC or 194N.

It is now proposed to be amended that Section 206AB shall apply in cases
where TDS pertains to sections other than Sections 192, 192A, 194B,
194BB, 194-1A, 194-1B, 194LBC, 194M or 194N. Further, applicability of
Section 206AB to Section 194-IB has been removed.

These amendments will take effect from April 1, 2022.

TDS u/s 194R on benefit or perquisite of a business or profession

Section 28(iv) provides for taxation of any benefit or perquisite, whether
convertible into money or not, arising from business or profession in the
hands of the recipient as business income.

However, many recipients do not offer the said benefits/perquisites to tax.
In order to remedy the same, it is proposed to insert Section 194R which
requires the deduction of tax at source while making the payment/offering
such benefits/perquisites to any person who is a resident of India.
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14.

Provisions of the said Section shall not apply to an individual or a Hindu
undivided family, whose total sales, gross receipts or turnover does not
exceed one crore rupees in case of business or fifty lakh rupees in case of
profession during the financial year immediately preceding the financial
year in which such benefit or perquisite, is provided.

This amendment will take effect from July 1, 2022.

TDS u/s 194S on transfer of virtual digital assets.

Section 194S provides for deduction of tax at source at the rate of 1% on
the amount of consideration paid to a resident for transfer of a virtual digital
asset at the time of crediting such sum to the resident or at the time of
payment of such sum, whichever is earlier.

No tax is to be deducted in case the payer is specified person* and the
value or the aggregate of such value of consideration to a resident is less
than INR 50,000 during the financial year. In any other case, the said limit
is proposed to be INR 10,000 during the financial year.

*Specified person means an individual or HUF:

a) If total sales / turnover / gross receipts do not exceed INR 1 crore in
case of business.

b) If gross receipts do not exceed INR 50 lakhs in case of profession

during the FY immediately preceding the FY in which such virtual digital
asset is transferred.

In case of specified persons, the provisions of Section 203A (application
for TAN) and 206AB (special rates for non-filers of ITR) will not be
applicable.
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Once the tax is deducted u/s 194S, no tax is to be collected or deducted
under any other provision of Chapter XVII.

This amendment will take effect from July 1, 2022.

15. Section 194-IA — Rationalization of provisions of TDS on sale of
immovable property

Section 194-IA provides for deduction of tax at the rate of 1% from the
amount of consideration paid on transfer of certain immoveable properties
where the amount of consideration exceeds INR 50 Lakhs.

The above Section does not take into account the stamp duty value of the
immovable property, whereas, as per the provisions of Sections 43CA and
50C, for the computation of income under the head “Profits and gains from
business or profession” and “capital gains” respectively, the stamp duty
value is also required to be considered.

In order to remove the inconsistencies among Sections 194-1A, 43CA and
50C, it proposed to amend the Section 194-IA to provide that TDS on sale
of immoveable properties should be deducted at the rate of 1% on the
amount of consideration paid on transfer of immoveable property or the
stamp duty value of such property, whichever is higher.

This amendment will take effect from April 1, 2022.
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4.

Direct Tax Proposals

411.

Section 139(8A) and 140B — Provision for filing Updated Return

In order to provide an opportunity to a tax payer for correction of errors
/ omissions / mistakes made by the assessee while filing the return of
income and to reduce the litigation. It has been proposed to insert
Section 139(8A) which provides/permits the assessee to file an
updated return on the payment of additional tax. The said return can be
filed within twenty-four months from the end of the relevant Assessment
Year.

However, the updated return cannot be filed in the following cases:

Vi.

Vii.

Return of loss, return having effect of decreasing the total tax
liability, return resulting to refund, and return increasing the refund.

Search action has been initiated u/s 132/132A (refer note below).

Survey has been conducted u/s 133A (refer note below).

A notice has been issued to the effect that any money, bullion,
jewellery or valuable article or thing, any books of account or
documents, seized or requisitioned Section u/s 132/132A in the
case of any other person belongs to such person (refer note
below).

An updated return has been previously filed for the same
assessment year.

Assessment proceedings are pending or completed.

Notice has been issued for violations under PMLA / Benami /
FEMA / Black Money laws.



Bhuta Shah & Co LLP
Chartered Accountants Budget Highlights 2022 | Page 30

viii. Notice has been issued w.r.t foreign transactions u/s 90 / 90A.

iX. Prosecution has been initiated against assessee under

Chapter XXII.

Note - This provision is for the AY relevant to the previous year in which
such search is initiated or survey is conducted, or requisition is made
and two AY's preceding such AY.

If the return is not accompanied with proof of payment of tax, the return
u/s 139(8A) will be considered as defective.

Further, it is proposed to insert Section 140B to provide for computation
of additional tax which is required to be paid alongwith furnishing of the
updated return. “Additional Tax” payable shall be equal to 25% of the
aggregate tax and interest payable if return is furnished after expiry of
time available under sub-section (4) or (5) of Section 139 and before
the expiry of 12 months from the end of the relevant Assessment Year.
However, if the return is furnished after the expiry of 12 months but
before the expiry of 24 months from the end of the relevant AY, the
additional tax payable shall be 50% of the aggregate tax and interest
payable.

Consequential amendments have also been proposed in Section 234A,
234B and 234C for levy of applicable interest.

The above provisions will take effect from April 1, 2022.

. Exemption of amount received for medical treatment and on

account of death due to Covid-19

Section 17(2) defines the term “perquisite”. In order to provide relief to
taxpayers on account of the Covid-19 pandemic, a new proviso has
been inserted which specifically excludes from the definition of
perquisites any sum paid by the employer in respect of any expenditure
actually incurred by the employee on his medical treatment or treatment
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of any member of his family in respect of any iliness relating to Covid-
19 subject to such conditions, as may be notified by the Central
Government.

. Section 56 provides for income from other sources including gifts. It is
proposed to provide for the following exemptions in the proviso to
Section 56(2)(x) by insertion of two new clauses:

i. Any amount received by an individual from any person for his
medical treatment or any of his family members due to any illness
related to Covid-19.

. Any amount received by member of the family on death of a
person due to illness in relation to Covid-19, from the employer of
the deceased person or any sum not exceeding INR 10 lakhs
received from any other person or persons, within twelve months
from the date of death of such person.

For the purpose of the above clauses, “family” in relation to an
individual means spouse, children, dependent parents, brothers
and sisters.

The above amendments will take effect retrospectively from
April 1, 2020.

4.1.3. NPS subscribers for state government employees

. Presently, any contribution to NPS account referred to in
Section 80CCD, upto 14 % of the salary, by the Central Government
shall be allowed as deduction in the hands of the Central Government
employee. Such deduction is restricted to 10 percent of the salary for
any other employee.

. It is now proposed to extend the benefit of increased contribution of
upto 14 % of the salary to State Government employee as well.



Bhuta Shah & Co LLP
Chartered Accountants Budget Highlights 2022 | Page 32

4.21.

This amendment will take effect retrospectively from April 1, 2020.

. Liberalisation of conditions for release of annuity to a disabled

person

Presently, deduction u/s 80DD is allowed to a resident individual or
HUF in respect of specified expenditure on disabled dependent person
or specified contribution to LIC or any other insurance company in
respect of a scheme for maintenance of disabled dependent, subject to
specified conditions. Further, if the disabled dependent predeceases
the individual or the member of the HUF, the amount deposited in such
scheme shall be deemed to be the income of the FY in which such
amount is received.

However, disabled dependants may need payment of annuity or lump
sum amount even during the lifetime of the parents or guardians.
Hence, the deduction u/s 80DD is proposed to be allowed during the
lifetime ie upon attaining age of 60 years or more of the individual or
the member of the HUF in whose name subscription to the scheme has
been made and where payment or deposit to such scheme has been
discontinued.

Further, the amount received by the individual or member of HUF, post
attaining the age of 60 years and before the death of disabled

dependent would not be taxable where the contribution is discontinued.

This amendment will take effect from April 1, 2023.

Claim of expenses which is an offence or prohibited by law

Section 37 provides for the allowability or deduction of expenditure while
computing the income from business or profession. Explanation 1 seeks to
deny any expenditure incurred by assessee which is an offence or prohibited
by law. However, in several cases, Courts have taken a lenient view on the
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allowa
pharm

T

4.2.2.

bility of such expenses, particularly in the case of freebees given by
aceutical companies to medical practioners.

In order to clarify the intention of the Legislature, the scope of the term
“expenditure incurred by an assessee” referred to in Explanation 1 to
Section 37(1) is proposed to be widened by introduction of
Explanation 3.

It is now clarified vide Explanation 3 that any expenditure incurred by
the assessee for any purpose which is an offence or which is prohibited
by law shall include and shall always deemed to have been included
the following:

Expenditure incurred for any purpose which is an offence under,
or which is prohibited by, any law for the time being in force
whether in India or outside India.

Expenditure towards any benefit or perquisite to a person where
the acceptance of such benefit or perquisite is in violation of any
law / rule / regulation / guideline governing the conduct of such
recipient person.

Expenditure incurred to compound an offence under any law
whether in India or outside India.

he said amendment is with effect from April 1, 2022.

Eligibility to claim deduction of Cess

Section 40(a)(ii) provides that “any rate or tax levied” on profits and
gains of business or profession is not deductible while computing the
income from business and profession.

There was an ambiguity whether the term “cess” (Health and Education
Cess and Secondary and Higher Education cess) falls under the scope
of Section 40(a)(ii). As a result, the allowability of “Health and Education
Cess” as a business expenditure has been subject matter of litigation.
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4.2.3.

4.2.4.

It is now proposed to insert Explanation 3 clarifying that the term “tax”
shall include and shall be deemed to have always included any
surcharge or cess on such tax. Thus, the “Cess” is not allowable as a
business expenditure u/s 40(a)(ii).

The said amendment is with retrospective effect from April 1, 2005

Section 43B - Certain deductions to be only on actual payment

Section 43B relates to allowability of certain deductions only on actual
payment.

Earlier, under Explanations 3C, 3CA and 3D interest payable to
specified institutions u/s 43B(d), (da) and (e) respectively, was not
deemed to have been actually paid when such interest is converted into
a “loan or borrowing or advance”, as the case may be.

Amendment is proposed to include the interest which is converted into
a “debenture or any other instrument by which the liability to pay is
deferred to a future date” under each of the Explanations 3C, 3CA and
3D.

The said amendment will take effect from April 1, 2023.
Exclusion of updated return from Prosecution provision

Presently, Section 276CC provides for launching of prosecution
proceedings if a person wilfully fails to furnish return of income
u/s 139(1) or 142(1) or 148 or 153A.

Finance Bill 2022 has proposed to introduce a new provision
u/s 139(8A) to provide for filing of the updated return by the taxpayer
on payment of additional tax. If the taxpayer files the updated return
voluntarily as prescribed in Section 139(8A), prosecution proceedings
will not be initiated.
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4.2.5.

4.2.6.

This amendment will take effect from April 1, 2022.
Modification of notice of demand issued u/s 156

Presently, Section 156 provides that where any tax, interest, penalty,
fine or any other sum is payable in consequence of any order passed
under this Act, the assessing officer shall serve upon the assessee a
notice of demand.

Further, it has been noted that in cases of business reorganisation,
instances have been found where the Court or Tribunal or an
Adjudicating Authority under the IBC, 2016, as a part of the
restructuring process, recasts the entire liability to ensure future viability
of such sick entities and in the process, modify the demand created
vide various proceedings in the past, by the Income Tax department as
well, amongst other things.

Further, in cases of business reorganisation, the Court or Tribunal or
an Adjudicating Authority under the IBC, 2016, as a part of the
restructuring process, reduces the liability to ensure future viability of
such sick entities. However, presently there is no procedure or
mechanism provided in the Act to reduce such demands from the
outstanding demand register.

Accordingly, a new Section 156A is proposed to be inserted to give
effect to the orders of the competent authority, modify the demands
raised u/s 156 and issue fresh notice of demand.

This amendment will take effect April 1, 2022

Revamping the existing faceless scheme:

Faceless assessment scheme has now brought reopening assessment
proceedings u/s 147 in its purview.



Bhuta Shah & Co LLP
Chartered Accountants Budget Highlights 2022 | Page 36

4.217.

4.2.8.

4.2.9.

The scheme has been revamped to make it simplified wherein RFAC
has been removed from the scheme. This amendment is applicable
from AY 2022-23.

Presently, Section 144B(9) provides that assessment order passed
u/s 143(3), without following the procedures laid down in Section 144B,
is void. It is now proposed to omit the said sub-section from the date of
its introduction i.e. from AY 2021-22.

Best Judgement Assessment

Presently, one of the triggers for best judgement assessment u/s 144
is failure to furnish return u/s 139(1) or 139(4) or 139(5).

Ambit of this Section is widened to include failure to file updated return
u/s 139(8A).

This amendment will take effect from April 1, 2022 i.e. from AY 2022-
23.

Faceless Assessment Procedures extended

Timeline for issuing direction for introducing faceless schemes for TP
u/s. 92CA, International taxation matters u/s. 144C, and Tribunal
appeal u/s 253 and 255 has been extended till March 31, 2024.

Modification to provisions of reassessment

Presently, no notice shall be issued by the AO u/s 148 without obtaining
prior approval from specified authority.

However, it is proposed that notice u/s 148 can be issued without
obtaining approval from the specified authority if the AO has passed
order u/s 148A stating that it is a fit case to issue notice u/s 148.
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4.2.10.

4.211.

Information with the AO for basis of reassessment also includes cases
of audit objection, information received under treaty, information
received under faceless collection of information scheme u/s 135A and
action required in consequence of order passed by ITAT and HC.

Once the specific approval is obtained to conduct enquiry u/s 148A, the
AO is not required to again obtain prior approval for providing
opportunity of being heard to the taxpayer.

These amendments will take effect from AY 2022-23.

Order under Section 148 of search and survey only after prior
approval of Additional Commissioner/ Joint Commissioner

New Section u/s 148B is proposed to be inserted which provides that
no order of u/s 148 shall be passed if the same relates to search action
initiated on taxpayer u/s 132 on or after April 1, 2021 or any requisition
is made u/s 132A or survey action conducted, without prior approval of
Additional Commissioner or Additional Director or Joint Commissioner
or Joint Director.

This amendment will take effect from AY 2022-23.

Time limit for issue of reassessment notice

Presently, Section 149 provides that a notice u/s 148 shall be issued
by AO for the AY beyond three years but upto ten years from the end
of the relevant AY where the AO has in his possession evidence which
reveal that the income chargeable to tax has escaped assessment
represented in the form of an “asset”.

It is proposed to widen the scope for issuing a notice u/s 148 by also
including the income chargeable to tax which has escaped assessment
represented in the form of expenditure in respect of a transaction or
event or any entries in the books of account.
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4.3.1.

4.3.2.

The above amendments will take effect from April 1, 2022.

Presently, first proviso to the Section restricts issuance of notice
u/s 148 upto AYs which could be reopened as per the provision of
Section 149 as it stood before the amendment brought in by FA 2021.

The Section is proposed to be amended wherein no notice u/s 148 shall
be issued if it could not be issued under Section 148 or Section 153A
or Section 153C, being time barred, as per the provisions applicable
prior to FA 2021. This amendment will take effect retrospectively from
April 1, 2021.

Section 68 - Cash credits

Earlier, the scope of Proviso to Section 68 required companies to
explain source of source in respect of share application money, share
capital or share premium.

It is now proposed to widen the scope of the said proviso to include loan
or borrowings or any other amount received by any person. The lender
or provide of such amount would now be required to satisfactorily
explain to the assessing officer the nature and source of any such loan
/ borrowing provided. This amendment will have far reaching
implications.

The said amendment will take effect from April 1, 2023 and will be
applicable from Assessment Year 2023-24.

Section 79A - No set off of losses consequent to search,
requisition and survey

Presently, there is no express provision that restricts set-off of losses
against undisclosed income consequent to search, requisition or survey
action whereby the set-off of losses has been subject to litigation.
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4.3.3.

4.3.4.

It is now proposed to insert Section 79A, that specifically provides that
as a consequence of any ‘Search’ u/s 132 or ‘Requisition’ u/s 132A or
a ‘Survey’ u/s 133A, where total income of any previous year of the
assessee includes any undisclosed incomes, no set-off of any brought
forward losses or unabsorbed depreciation shall be allowed against
such undisclosed income.

It is proposed to introduce an Explanation to define the scope of
“undisclosed income”

The above amendment will take effect from April 1, 2022.

Section 119 - Instructions to subordinate authorities

It is proposed to increase the scope of Section 119 by including
Section 234F for enabling the CBDT to issue such orders, instructions
and directions to other income-tax authorities as it may deem fit for the
proper administration of this Act.

Time limit rationalization for retention of seized books of
accounts.

The erstwhile Section 132(8) provided for the time limit for retention of
the seized books of account or other documents for a period not
exceeding thirty days from the date of the assessment order
u/s 153A or Section 158BC(c).

Since the search assessments are now subject to assessment
u/s 143(3) or reassessment u/s 147, necessary modifications are
proposed to include the wordings “order of assessment or
reassessment or re-computation u/s 143(3) or Section 144 or
Section 147" to calculate the time-limit for retention of the seized books
of account or other documents.

Modifications are also made u/s 132B to include the words “completion
of the assessment or reassessment or recomputation” in place of
assessment u/s 153A / Chapter XIV-B.



Bhuta Shah & Co LLP
Chartered Accountants Budget Highlights 2022 | Page 40

4.3.5. Modification in the definition of Income Tax Authority empowered

4.3.6.

4.41.

to conduct survey

Presently, the power to undertake the survey proceeding under
Section 133A is with the specified income tax officers who are
subordinate to the Principal Director General of Income-tax
(Investigation) or the Director General of Income-tax (Investigation) or
the Principal Chief Commissioner of Income-tax (TDS) or the Chief
Commissioner of Income-tax (TDS). It is now proposed to enhance the
officers who are authorized to undertake survey by including the
specified officers sub-ordinate to all the Principal Director General or
the Director General or the Principal Chief Commissioner or the Chief
Commissioner, as may be specified by the Board.

Time limit for assessment proceedings extended in case of search
and survey

Section 153(1A) is proposed to be inserted where an order of
assessment u/s 143 or 144 may be made at any time before the expiry
of nine months from the end of the FY in which the return is filed
u/s 139(8A).

Explanation 1(xii) to Section 153 is inserted to exclude the period
commencing from the date of initiation of search action and ending with
date on which books of accounts or other documents, money, bullion
etc. is handed over to the assessing officer having jurisdiction over such
person while calculating the period of limitation of an assessment
proceeding.

Scheme for taxation of Cryptocurrency

At present, the Act does not provide for taxation of VDAs such as non-
fungible tokens, digital currencies etc. The Finance Bill proposes to
introduce various provisions linked to taxation of VDAs
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. As per newly introduced Section 2(47A), VDAs are defined to mean any
information or code or number or token generated through
cryptographic means or otherwise, by whatever name called, providing
a digital representation of value which is exchanged with or without
consideration, with the promise or representation of having inherent
value, or functions as a store of value or a unit of account and includes
its use in any financial transaction or investment, but not limited to,
investment schemes and can be transferred, stored or traded
electronically. Non fungible token and any other token of similar nature
are included in the definition. VDA excludes Indian currency, or any
foreign currency as defined in Foreign Exchange Management Act,
1999. This amendment will take effect from April 1, 2022.

o Definition of property u/s 56(2)(x) is proposed to be amended to include
VDAs. In view of the same any income arising from transfer of VDAs,
whether in cash or in kind, or for inadequate consideration, would be
taxable under the head income from other sources. The said
amendment will take effect from April 1, 2023 and will accordingly apply
from AY 2023-24 onwards.

. New Section 115BBH is introduced to provide a scheme for taxation of
income from transfer of VDAs. The salient features are as under:

i Gains from transfer of VDAs is taxable at 30 per cent. In
computing such gains, deduction allowed only for cost of
acquisition of VDAs. No other expenditure or loss will be allowed
as deduction in computing such gains.

ii. Loss from transfer of VDAs will not be allowed to be set-off against
income under other provisions. Further, such loss will not be
eligible to be carried forward to subsequent assessment years.

This amendment will take effect from April 1, 2023 and will apply
from AY 2023-24 onwards.
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4.51.

4.5.2.

Further, transactions of VDAs will be liable for withholding tax as per
newly introduced Section 194S.

The above provision is applicable from July 1, 2022.

Penal provision for violation of conditions laid down for exempted
Trust and Institutions

Penalty is proposed to be levied on trust / institution, exempted
u/s 10(23C) or 11, for passing on or parting of any income or any
property directly or indirectly to specified person.

The amount of penalty would be 100% of aggregate amount of income
applied where the violation is noticed for the first time during any PY.
The same would increase to 200%, if the violation continuous in
subsequent year.

This amendment will take effect from AY 2023-24.
Harmonizing the provisions of two exemption regimes

Under the existing provisions, a trust or institution is required to apply
85% of its income during any previous year. However, if it is not able to
apply 85% of its income during the previous year, it is allowed to
accumulate such income for a period not exceeding 5 years as per the
following provisions, namely:

i third proviso to Section 10(23C) for trusts or institution registered
u/s 10(23C) (iv) or (v) or (vi) or (via) (“the first regime”).

. Section 11(2) for the trusts or institution registered
Section u/s 12AA/AB (“the second regime”)
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4.5.3.

It is proposed to rationalize the following provisions between both
regimes

i. accumulation of income subject to the fulfilment of certain
conditions.

ii. specific previous year in which the accumulated income will be
subjected to tax in case of different types of violations. It provides
that if the accumulated income is not applied within 5 years, it shall
be taxed in the 5th year.

iii. enable the assessing officer to allow the trust or institution in
circumstances beyond their control to apply such accumulated
income for other purpose, whereby the other purpose is in
conformity with the objects of the trust or institution.

iv. the assessing officer shall not allow the application of accumulated

income to be credited or paid to any other trust or institution

These amendments will be effective from April 1, 2023 and will apply
from the AY 2023-24 onwards.

Harmonizing the provisions relating to payments to specified
person

Presently, Section 13 provides that trusts and institutions under second
regime should not pass any unreasonable benefit to the trustee or any
other specified person.

Similar provisions are proposed to be applied to trust or institution under
first regime to provide that where the income or part of income or
property of any trust or institution has been applied directly or indirectly
for the benefit of any person referred to in Section 13(3), such income
or part of income or property shall be deemed to be the income of such
person of the previous year in which it is so applied.
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454,

4.5.5.

This amendment will be effective from the April 1, 2023 and will take
effect from AY 2023-24 onwards.

Rationalize and filing of return provisions to apply to any trust or
institution

It is proposed to amend the provisions of Section 115TD (Tax on
accreted income), 115TE (Interest payable for non-payment of tax) and
115TF (Deemed to be assessee in default) to make them applicable to
any trust or institution under first regime.

It is proposed to insert twentieth proviso to Section 10(23C) to provide
that for the purpose of exemption under this clause trust or institution is
required to furnish the return of income for the previous year in
accordance with the provisions of Section 139(4C), within the time
allowed under that section. Similar provisions are already applicable to
trust or institution under second regime.

This amendment will be effective from the April 1, 2023 and will apply
from AY 2023-24 onwards.

Allowing certain expenditure in case of denial of exemption for
part violations

Denial of exemption to the trusts or institutions under both regimes for
certain violations are given as follows:

i. Having commercial receipts in excess of 20% of the annual
receipts in violation of the proviso to Section 2(15).

. Not getting the books of accounts audited.

iii. Not filing the return of income specifically provided for trusts or
institutions under second regime only.
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. It is proposed to insert Section 13(10) to provide that where the
provisions of sub-section (8) are applicable to trusts or institutions
under second regime or such trust or institution that violates the
conditions prescribed u/s 12A(1)(b)/(ba), its income chargeable to tax
shall be computed after allowing deduction for the expenditure (other
than capital expenditure) incurred in India, for the objects of the trust or
institution, subject to fulfilment of the following conditions, namely:-

i such expenditure is not from the corpus standing to the credit of
such trust or institution as on the last day of the financial year
immediately preceding the previous year for which the income is
being compute

ii. such expenditure is not from any loan or borrowing;

iii. claim of depreciation is not in respect of an asset, acquisition of
which has been claimed as application of income in the same or
any other previous year; and

iv. such expenditure is not in the form of any contribution or donation
to any person.

. It is proposed that for determining the amount of expenditure, the
provisions of Section 40(a)(ia) and Section 40A(3)/(3A), shall apply as
they apply in computing the income chargeable under the head "Profits
and gains of business or profession”. It is also proposed that for the
purposes of computing income chargeable to tax, no deduction in
respect of any expenditure or allowance or set-off of any loss shall be
allowed to the assessee under any other provision.

. The proposed amendments for trusts or institutions under second
regime shall, mutatis mutandis, apply to the trusts or institutions under
first regime.

. This amendment will be effective from the April 1, 2023 and will apply

with effect from AY 2023-24 onwards.
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4.5.6. Voluntary Contributions for the renovation and repair of temples,
mosques, gurudwaras, churches etc notified under clause (b) of
sub-section (2) of Section 80G

. It is proposed to insert Explanation 3A in Section 11(1) to provide that
where trust or institutions holding property, which include temples,
mosques, gurudwaras, churches etc., receives any sum as voluntary
contribution for the purpose of renovation or repairs of such temples,
mosques, gurudwaras, churches etc. shall at the option of such trust or
institutions be treated as forming part of the corpus, subject to the
following conditions:

i applies such corpus only for the purpose for which the voluntary
contribution was made;

ii. does not apply such corpus for making contribution or donation to
any person;

iii. maintains such corpus as separately identifiable; and

iv. invests or deposits such corpus in the forms and modes specified
under sub-section of Section 11.

. Further, as per Explanation 3B of the said sub-section, if any of the
above conditions are violated by the trusts or institutions such sum shall
be deemed to be the income of such trust or institution of the previous
year during which the violation takes place.

o Similar to Explanation 3A and 3B of sub-section (1) of the Section 11
amendment to Section 10(23C) is proposed to be made by inserting
Explanation 1A and 1B to clause (23C) of Section 10 respectively.

. These amendments will be effective retrospectively from April 1, 2021
and will apply from AY 2021-22 onwards.
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4.5.7.

4.5.8.

4.5.9.

Application to be allowed only on actual payment

It is clarified that the term “application” refers to actual payment,
irrespective of the previous year in which the liability to pay arises.

Further, any sum claimed to have applied during any previous year
shall not be allowed as application in any subsequent previous years.

This amendment will be effective from the April 1, 2022 and will apply
from AY 2022-23 onwards.

Section 35 deduction not to be allowed if statement of donation
not filed

Under the existing provisions, no deduction is allowed to research
association, university, college, or other institution referred to in
clause (ii) or clause (iii) or the company referred to in clause (iia) of
Section 35(1), if statement of donations is not filed. Further, deduction
under Section 80G to the donor was also disallowed.

It is proposed to amend Section 35(1A) to provide that the deduction
claimed by the donor shall be disallowed unless such research
association, university, college or other institution or company files the
statement of donations.

This amendment will be effective retrospectively from the April 1, 2021
and will apply with effect from AY 2021-22 onwards.

Taxation of certain income of the trusts or institutions under both
the regimes at special rate

A new Section 115BBI, is proposed to be inserted providing that where
the total income of trust under the first or second regime includes any
income by way of any “specified income”, the income-tax payable shall
be the aggregate of
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4.5.10.

i the amount of income-tax calculated at the rate of thirty per cent
on the aggregate of ‘specified income”; and

ii. the amount of income-tax with which the assessee would have
been chargeable had the total income of the assessee been
reduced by the aggregate of “specified income” referred to in
clause (i).

The sub-section (2) of this new Section seeks to provide that no
deduction in respect of any expenditure or allowance or set off of any
loss shall be allowed to the assessee under any provision in computing
“specified income”.

This amendment will take effect from April 1, 2023.

Reference to the PCIT/CIT for the cancellation of
registration/approval:

The existing provision of Section 12AB (4) provides for cancelation of
registration of trust or institution, if the activities of such trust are not
genuine or are not being carried out in accordance with the objects of
the trust or institutions.

Section 12AB(4) is proposed to be substituted with a new
sub-section (4) to provide that where registration or provisional
registration of a trust or an institution has been granted and
subsequently

i.  the PCIT/CIT has noticed occurrence of one or more “specified
violations” during any previous year

ii. the PCIT/CIT has received a reference from the assessing officer
under the second proviso to Section 143(3) for any previous year
or

iii. such case has been selected in accordance with the risk
management strategy, formulated by the Board from time to time,
for any previous year
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. the PCIT/CIT shall—

i call for such documents or information from the trust or institution
or make such inquiry as he thinks necessary in order to satisfy
himself about the occurrence or otherwise of any “specified
violation”

ii. pass an order in writing cancelling the registration of such trust or
institution, after affording a reasonable opportunity of being heard,
for such previous year and all subsequent previous years, if he is
satisfied that one or more “specified violation” have taken place

iii. pass an order in writing refusing to cancel the registration of such
trust or institution, if he is not satisfied about the occurrence of one
or more “specified violation”

iv. forward a copy of the order under clause (ii) or (iii), as the case
may be, to the assessing officer and such trust or institution

Section 12AB(5) is proposed to be substituted with a new sub-
section (5) to provide that the order under clause (ii) or (iii) of
sub-section (4) shall be passed before expiry of the period of six
months, calculated from the end of the quarter in which the first notice
is issued by the PCIT/CIT, on or after the 1st day of April, 2022, calling
for any document or information, or for making any inquiry, under
clause (i) of sub-section (4); similar changes are also proposed to be
made for trusts and institutions registered under the first regime.

Further, it is proposed to insert a proviso under Section 143(3) that
where the assessing officer is satisfied that any trust or institution under
first or second regime has committed any specified violation, he shall,
send a reference to the Principal Commissioner or Commissioner to
withdraw the approval or registration, as the case may be; and no order
making an assessment of the total income or loss of such fund or
institution or trust or any university or other educational institution or



Bhuta Shah & Co LLP
Chartered Accountants Budget Highlights 2022 | Page 50

4.6.1.

any hospital or other medical institution shall be made by him without
giving effect to the order passed by the Principal Commissioner or
Commissioner under clause (ii) or (iii) of the fifteenth proviso to
Section 10(23C) or Section 12AB(4)(ii)/(iii)

Further, while calculating the period of limitation for conclusion of the
assessment proceedings the period commencing from the date on
which the assessing officer makes a reference to the Principal
Commissioner or Commissioner is to be excluded as per
Explanation 1(xiii) to Section 153.

These amendments will take effect from April 1, 2022.

Succession to business otherwise than on death

Presently, Section 170 governs the procedure of taxation in case of
succession to business in the event of reorganization or restructuring
of the business.

During the pendency of the court proceedings, the income tax
proceedings and assessments are carried on and often completed on
the predecessor entities only. Courts have held such proceedings and
consequent assessments illegal as the predecessor assessee ceases
to exist in the midst of a perfectly valid and legal proceeding.

Therefore, to clarify that such proceedings under the Act are valid, it is
proposed to insert a sub-section (2A) to Section 170, to provide that the
assessment or other proceedings pending or completed on the
predecessor in the event of a business reorganization, shall be deemed
to have been made on the successor.

Further, new Section 170A is proposed to be inserted to enable the
entities going through business reorganization, for filing of modified
returns for the period between the date of effectivity of the order and
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4.6.2.

4.6.3.

the date of issuance of final order, within six months from the end of the
month in which the order of High Court or ITAT or Adjudicating Authority
under the IBC, 2016 was issued.

The said amendments will take effect from April 1, 2022.

Slump Sale definition amended

Presently, Slump sale is defined u/s 2(42C) to mean the transfer of one
or more undertaking, by any means, for a lump sum consideration
without values being assigned to the individual assets and liabilities in
such sales. Finance Act, 2021 amended the definition of slump sale to
cover all forms of transfer under slump sale.

An amendment has now been proposed in Section 2(42C) to substitute
the word “sales” with “transfer”.

This amendment will take effect retrospectively from April 1, 2021 and
will apply from AY 2021-22 onwards.

Reduction of goodwill from block of assets to be considered as
‘transfer’

Goodwill of a business and profession is not considered as a
depreciable asset. Consequently, depreciation is not allowable on
goodwill w.e.f FY 2020-21.

Further, consequential amendments were made by Finance Act, 2021
in Section 50 by inserting a proviso to clause (2) of the said Section. As
per the said Proviso, where goodwill of a business or profession forms
part of a block of asset for the AY beginning on April 1, 2020 and
depreciation has been claimed by the assessee under the Act, the
written down value of that block of asset and short-term capital gain, if
any, shall be determined in such manner as may be prescribed.
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4.71.

4.7.2.

The mechanism for computing short term capital gains and written
down value u/s 50 has been prescribed in Rule 8AC of the Income-tax
Rules 1962 (Rules). Written down value shall be determined as
purchase price less depreciation claimed up to FY 2019-20 and the
balance shall be considered as cost of acquisition for the purpose of
computing the capital gains.

Mechanism to compute the cost of goodwill is prescribed under
clause (B) of Section 43(6)(c)(ii). Now, it is proposed to clarify that
reduction of the amount of goodwill of a business or profession, from
the block of asset, shall be deemed to be transfer.

This amendment will take effect refrospectively from April 1, 2021.

Extension of date of incorporation for eligible start up

Presently, Section 80-IAC provides for deduction of 100 per cent of
profits derived from an eligible business by an eligible start-up for three
consecutive assessment years out of ten years, beginning from the
year of incorporation, subject to certain conditions. Such start-up
should be incorporated on or before March 31, 2022

In order to factor delay in setting up of such units due to Covid-19
pandemic and to promote eligible start-up, the time limit for
incorporation of eligible start-up is proposed to be extended to
March 31, 2023.

This amendment will take effect from April 1, 2022.
Extension of power for levying penalty
Sections 271AAB, 271AAC and 271AAD give power to the AO to levy

penalty on undisclosed income, unexplained credits or expenditures, or
deliberate falsification or omission in books of accounts.
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4.7.3.

4.7.4.

It is now proposed to extend the scope of these sections, thereby
harmonizing with other penalty provisions, by conferring upon the
Commissioner of Income-tax (Appeals) also the power to levy these
penalties.

This amendment will take effect from AY 2022-23.
Expansion of definition of Specified Date

Assessment and reassessment, pursuant to search action initiated
u/s 132 on or after April 1, 2021, is to be undertaken as per the
provisions of Sections 143 or 147 of the Act.

Presently, Section 271AAB is a charging section for levying penalty on
the undisclosed income found during the course of search for specified
previous year. If assessee admits his undisclosed income in his
statement recorded under section 132(4), substantiate the manner of
earning, pays the tax thereon and furnishes the return of income on or
before specified date, then penalty is computed at the rate of 30% on
such undisclosed income and in any other case at the rate of 60%.

Presently, specified date means due date of furnishing return of income
under Sections 139(1) or 153A, as the case may be. The definition of
specified date is now proposed to be widened to include due date
mentioned in the notice issued u/s 148 of the Act.

This amendment will take effect retrospectively from AY 2021-22.
Stringent penalty for non-compliances

From AY 2022-23, penalty u/s 272A of the Act for failure to answer
question, sign statements, furnish information, returns or statements,
allow infection, etc. is increased from INR 100 to INR 500 for every day
during which the failure continuous.
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4.7.5.

4.7.6.

4.7.7.

4.7.8.

Alignment of prosecution provisions

Section 276AB provided for launching prosecution on account of
offences committed u/s 269UC/UE/UL which were related to transfer of
immovable properties. Sections 268UC/UE/UL were made inapplicable
w.ef. July 1, 2002 and therefore, it is proposed that no fresh
proceedings shall be initiated on or after April 1, 2022.

Punishment for subsequent offence

Presently, as per Section 276BB, if a person fails to pay the TCS to the
government treasury, he shall be punishable with rigorous
imprisonment for a period between 3 months to 7 years along with fine.

Section 278A now includes subsequent failure of non-payment of TCS
and is punishable with imprisonment for a period between 6 months to
7 years along with fine. Further, benefit of Section 278AA is also made
applicable to failure in payment of TCS, wherein person is not to be
punished in case the failure is on account of any reasonable cause.

Appealable orders before CIT(Appeals)

Section 246A provides for the orders against which the assessee may
appeal to the CIT(A)

It is proposed to widen the scope of the appealable orders under the
said Section to include an order made u/s 239A.

The said amendment will take effect from April 1, 2022.

Liability of directors of private company

Presently, Section 179 contains provisions which enables the income-
tax authorities to recover tax dues of a private company from its

directors. However, the title of the Section inadvertently refers to the
liability of directors of private company in liquidation.
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4.7.9.

4.7.10.

It is proposed to amend the title of the Section to omit the words “in
liquidation”. Further, it is proposed to include “fees” within the scope of
the expression “tax due” under Explanation to the section.

The said amendment will take effect from April 1, 2022

Revision of order u/s 263

Presently, Section 263 provides that the Principal Chief Commissioner
or Chief Commissioner or Principal Commissioner or Commissioner
may revise any order passed by the assessing officer which is
erroneous and prejudicial to the interest of the revenue.

It is proposed to widen the scope of Section 263 to include the revision
of order u/s 92CA passed by the Transfer Pricing Officer which is
erroneous and prejudicial to the interest of the revenue.

The said amendment will take effect from April 1, 2022.

Provisions authorizing the assessing officer to pass order giving
effect to the order of Dispute Resolution Committee

Presently, the existing provisions of Section 245MA do not contain any
provisions which enable the assessing officer to pass an order giving
effect to the order or the directions of the Dispute Resolution Committee
under the said Section.

It is now proposed to insert sub-section (2A) to enable the assessing
officer to pass an order giving effect to the resolution of dispute by the

Dispute Resolution Committee.

This amendment will take effect from April 1, 2022.
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4.712.

Section 79 - Carry forward and set off of losses in case of certain
companies

Section 79(1) provides for conditions for carry forward and set-off of
losses in the case of a company (where public are not substantially
interested).

Section 79(2) provides for exceptions where sub-section (1) shall not
apply.

It is proposed to insert clause (f) in sub-section (2) to provide that
Section 79(1) shall not apply to an erstwhile public sector company
subject to the condition that the ultimate holding company of such
company, immediately after the completion of strategic disinvestment,
continues to hold, directly or through its subsidiary or subsidiaries, at
least 51% of the voting power of such company in aggregate.

Further, it is proposed to insert sub-section (3) to provide that in any
year any of the conditions under clause (f) of sub-section (2) is not
complied by the erstwhile public sector company, then provisions of
Section 79(1) shall apply from such year onwards.

This amendment will take effect from April 1, 2022.

Extension of the last date for commencement of manufacturing or
production u/s 115BAB

Section 115BAB provides for a reduced tax rate of 15 per cent for new
domestic manufacturing companies, subject to inter alia, company
being incorporated on or after October 1, 2019, and has commenced
manufacturing or production on or before March 31, 2023.

Due to hardship caused by theCovid-19 pandemic, it is proposed to
extend the date of commencement of manufacturing or production to

March 31, 2024.

This amendment will take effect from April 1, 2022.
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4.8.1.

Rationalization of provisions to promote growth of co-operative
societies

AMT rate for co-operative societies u/s 115JC is proposed to be
reduced from 18.5 per cent to 15 per cent.

Further, consequential amendment is made u/s 115JF to include AMT
on co-operative societies in the definition of AMT.

These amendments will take effect from April 1, 2023 and will
accordingly apply in relation to the AY 2023-24 and subsequent
assessment years.

Tax Incentives to Units of IFSC

To incentivize further operations from IFSC, the following additional
incentives are proposed to be provided:

i. Presently, any income of a non-resident from transfer of non-
deliverable forward contracts entered into with an offshore
banking unit of an IFSC fulfilling prescribed conditions is exempt.

ii. It is proposed to extend the said exemption to the income of a
non-resident from transfer of offshore derivative instruments or
over-the-counter derivatives.

iii. Further, presently, any income of a non-resident by way of
royalty or interest, on account of lease of an aircraft paid by a
unit of an IFSC, if the unit has commenced operations on or
before the March 31, 2024 is exempt. It is proposed to extend
the said exemption to income from lease of a “ship”.
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4.8.3.

iv. Further, exemption is proposed in respect of income of a non-
resident from portfolio of securities or financial products or funds
managed or administered by any “portfolio manager” on behalf
of such non-resident, in an account maintained with an Offshore
Banking Unit, in an IFSC, fulfilling prescribed conditions, to the
extent such income accrues or arises outside India and is not
deemed to accrue or arise in India.

V. Presently, for the purposes of exemption from provisions of
Section 56(viib), a specified fund is defined to mean a fund
established or incorporated in India in the form of a trust or a
company or a limited liability partnership or a body corporate
which has been granted a certificate of registration as a Category
| or a Category Il Alternative Investment Fund (AIF) regulated
under Securities and Exchange Board of India (AIF) Regulations
2012. It is proposed to expand the meaning of the specified fund
to include a Category | or a Category Il AIF which is regulated
under the IFSC Act.

These amendments will take effect from April 1, 2023.

Withdrawal of concessional rate of taxation on dividend income

Section 115BBD provides for concessional tax rate of 15 per cent on
the dividends received from a foreign company, provided Indian
company has 26 per cent or more equity investment. The said regime
is proposed to be discontinued from April 1, 2023.

This amendment will take effect from April 1, 2023 and will accordingly
apply in relation to the AY 2023-24 and subsequent assessment years.

Application to the assessing officer for refund of withholding tax
on payments to non-resident

Section 248 provides that a person having deducted and paid tax on
the payments to a non-resident other than interest as per Section 195,
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may appeal to the CIT(A) denying his liability to make such deduction.
Presently, there is no direct mechanism to approach the assessing
officer for claiming such refund. Further, under the current mechanism,
the assessing officer does not get opportunity to verify the claim of the
assessee denying his liability to withhold tax on the payments made to
the non-residents.

It is proposed to insert Section 239A whereby an application can be
filed before the assessing officer for claiming refund where no tax is
required to be deducted. Where the person is not satisfied with the
order of the assessing officer, he can file an appeal against such order
before the CIT(A) u/s 246A of the Act.

The provisions of Section 248 will not apply to cases where the date of
tax payment to the credit of Central Government is on or after
April 1, 2022,

These amendments will take effect from April 1, 2022.

Section 201 and 206C — Computation of interest on failure to
deduct / collect or payment of tax

Section 201(1A) provides for levy of interest on account of failure to
deduct tax at source / delay in payment of tax so deducted. Similarly,
Section 206C(7) provides for levy of interest on account of failure to
collect tax at source / delay in payment of tax so collected.

The computation of interest amounts as per Sections 201(1A) and
206C(7) is subject matter of frequent litigation and in order to make the
said Sections free from any misinterpretation, it is proposed to amend
the Sections to provide that interest shall be paid in accordance with
the order made by the assessing officer in this regard.

This amendment will take effect from April 1, 2022.
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4.9.2. Section 285B - Submission of statement by producers of
cinematography films or persons engaged in specified activity

. Presently, u/s 285B, person carrying on the production of a
cinematograph film is required to prepare and deliver a statement in
Form 52A containing particulars of all payments of over INR 50,000/-
to each person engaged by him in such production.

. Itis now proposed to expand the scope to include any persons engaged
in the ‘specified activity’ under the purview of this Section.

. Specified activity means any event management, documentary
production, production of programs for telecasting on television or over
the top platforms or any other similar platform, sports event
management, other performing arts or any other activity as the Central
Government may, by notification in the Official Gazette, specify in this
behalf.

This amendment will take effect from April 1, 2022.
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Indirect Tax Proposals

The Bill has brought in many changes in current GST regime and
proposed amendment in GST Act will come into effect from the date
when the same will be notified. However, as GST is largely governed
by discussions in GST council meetings and subsequent notifications,
the impact of budget on GST law is not as far reaching as in case of
direct tax laws.

. Extension of time limit

Section 16 (4) of CGST Act has been amended to provide an extension
of 2 months, from 30" September to 30" of November of subsequent
financial year to taxpayers for availment of Input tax credit in respect of
all invoices or debit note which are pertaining to current financial year.

Section 34 (2) of CGST Act has been amended to provide an extension
of 2 months, from September, 30 to November, 30 of subsequent
financial year to taxpayers for issuance of credit and debit note in
respect of any supply made in current financial year.

Section 52 (6) of CGST has been amended to provide an extension of
2 months, from September, 30 to November, 30 of subsequent financial
year to taxpayers for rectification of errors in outward supply return
(GSTRA1) in current financial year.

. Cancellation / Suspension of GST registration

Section 29(2)(b) of CGST Act has been amended to provide that the
proper officer may cancel the registration of composition supplier if he
has not furnished return for a financial year beyond three months from
the due date (i.e., April, 30 of subsequent year) of furnishing of the said
annual return. Previously the time limit for cancellation was non filing of
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composition returns for three consecutive tax period (i.e. three quarterly
returns)

Section 29(2)(c) of CGST Act has been amended to provide that the
proper officer may cancel the registration of a person, other than
composition supplier, if he has not furnished returns for such
continuous tax period as may be prescribed. Previously the time limit
for cancellation was non filing of GST returns for a continuous period of
six months. Therefore, the revised period of non-filing of returns which
will lead to cancellation of GST registration will be notified on a
subsequent date by the government.

. Non-resident taxable person

Section 39 of CGST Act is being amended to provide that non-resident
taxable person shall furnish the return for a month by 13" day of the
following month instead of 20t day of following month.

It has also provided an option to the persons furnishing return under
above proviso to pay either the self-assessed tax or an amount that
may be prescribed (the amount prescribed will be notified on a
subsequent date)

It has also extended time limit for rectification of errors in the return
furnished u/s 39 of CGST Act by 2 months from September, 30 to
November, 30 of the following financial year.

. Provisional Input tax credit

Section 41 of the CGST Act has been substituted so as to do away with
the concept of “provisional claim” of eligible input tax credit and to
provide for availment of self-assessed input tax credit. This amendment
is more clarificatory in nature so as to prevent unnecessary litigations,
since inception of GST act claim of input tax credit were always availed
by tax payers on self-assessed basis only.
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5.1.5. Omission of Matching, reversal and reclaiming of input tax credit

Section 42, 43 and 43A of the CGST Act has been omitted so as to do
away with two-way communication process in return filing. Finally, the
concept of GSTR 2 and GSTR 3 is history.

. Utilization of electronic cash ledger & electronic credit ledger

Amendments to Section 49 of CGST Act are some of the most
important amendments to GST laws as a part of this Bill. However, the
exact manner of implementation is not clearly specified in the Finance
Bill and it appears that the same will be notified at a subsequent date
after discussions in ensuing GST council meetings. The amendments
are discussed hereunder:

Section 49(4) of CGST Act has been amended to provide that it
shall prescribe restrictions and conditions for utilising the amount
available in the electronic credit ledger.

Section 49(10) of CGST Act has been amended to allow transfer
of amount available in electronic cash ledger of a registered tax
payer to the electronic cash ledger of a distinct person of the same
tax payer.

- Within state- IGST, CGST, SGST

- Inter-state (distinct person) - IGST, CGST

(Note: Cash cannot be transferred if there is unpaid liability.)

Section 49 of CGST Act has a new subsection, namely
sub-section 12 of Section 49 of CGST Act has been inserted to
provide that it shall prescribe the maximum proportion of output
tax liability to be discharged through electronic credit ledger.

5.1.7. Refund of Tax
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Section 54(1) of CGST Act has been amended to provide that claim of
refund of any balance in electronic cash ledger shall be in such form &
manner as may be prescribed.

Section 54(2) of CGST Act, time limit has been amended for claiming
refund from “before the expiry of six months from the last day of the
quarter in which the such supply was received” to “within two years from
the last day of the quarter in which the said supply was received” for
those persons who are notified u/s 55 of CGST Act.

Section 54(10) of CGST Act which gives powers to the proper officer to
withhold refunds or adjust refunds against amounts due was restrictive
in scope and allowed the proper officer to exercise such powers only
with respect to refunds due u/s 54(3) of CGST Act. The same has been
amended vide the finance bill to extend its scope to withhold all types
of refund and not just refunds due u/s 54(3) of CGST Act.

A new sub-clause (ba) in clause (2) has been inserted to provide clarity
regarding the relevant date for filing refund in respect of supplies made
to Special Economic Zone unit/developer.

. Interest on input tax credit

Section 50(3) of CGST Act has been amended and rationalised to
provide that payment of interest shall be made only “where input tax
credit has been wrongly availed and utilized”. This will put an end to a
plethora of ongoing litigations and disputes between GST authorities
and tax payers on this issue.

Notification No 13/2017 — Central Tax dated 28" June, 2017 has been
amended to reduce the rate of interest u/s 50(3) of CGST Act
retrospectively from 24% to 18% for cases where input tax credit has
been wrongly availed and utilized. Similar amendments have been
done in IGST Act and UTGST Act. This is another welcome change
that will bring relief to a lot of tax payers.
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5.1.9.

5.1.10.

5.1.11.

Changes in GST rate

Items falling under heading HSN Code 2301 (Supply of unintended
waste generated during production of fish meal), except fish oil is being
exempted from 01.04.2017 to 30.09.2019, subject to the condition that
if the said tax has been collected the same will have to be deposited
and the same will not eligible for refund.

Services for grant of alcoholic liquor licenses

Retrospective amendment with effect from inception of GST laws has
been done to remove services for grant of alcoholic liquor licenses by
state governments from the scope of supply under GST laws.

Amendment related to eligibility to take credit u/s 16:

Section 16 which deals with conditions to be fulfilled for availing input
tax credit (ITC) has been amended to specify that ITC will be available
only to the extent not restricted u/s 38 (Auto-populated statement in
annexure 2B). The same has been amended (Section 16 and
correspondingly Section 38) to provide for the following:

ITC will be available only for inward supplies in respect of which
credit of input tax may be available to the recipient. This is to
provide for excluding ineligible ITC while comparing the same with
GSTR 2A / GSTR 2B.

Details of supplies in respect of which credit cannot be availed by
the recipient for supplies for the supplies made by a supplier

e |If the supplies are made within such period of taking
registration as may be prescribed subsequently by way of
notifications.

e Supplies who has defaulted in payment of tax for a prescribed
period.
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5.1.12.

5.2.1.

e Supplier whose GSTR-1 liability exceeds the amount of tax
paid by him in GSTR-3B (by a prescribed limit to be notified
subsequently)

e Who (during such period as may be prescribed subsequently
by way of notification) has availed excess credit.

e Who has defaulted in discharging tax liability in accordance
with the provisions of Section 49(12)-provides for maximum
output liability which can be paid through credit.

e Such other class of suppliers as may be prescribed
subsequently by way of notifications.

Amendment in relation to returns under GST Law

Substantive provisions proposed to be introduced for restricting filling
of outward return (GSTR-1), if the same not filed for any previous tax
period. GSTR-3B also cannot be filled if GSTR-1 not filled.

Amendment of sections

The Bill proposes to substitute Section 3 of the Customs Act to include
the officers of DRI, Audit and Preventive formation in the class of
officers that the board may specify for various purposes under the
Customs Act. The detailed outline will be issued vide subsequent
notifications

‘Section 14 has been amended to enable the board to include
additional obligation on importer who has not declared value correctly.
The detailed outline will be issued vide subsequent notifications

Section 28(E) omits the Explanation to clause (c) relating to expression
‘joint venture in India’ and also to omit clause (h) of the said section.
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5.2.2.

Section 28(H) make provision for prescribing appropriate fees for
application for advance ruling and also give flexibility to the applicant to
withdraw application before ruling pronounced. The detailed outline will
be issued vide subsequent notifications

Section 28 (I) (7) has been amended to remove the word “members”
and which now read as ‘A copy of the advance ruling pronounced by
the Authority, duly signed and certified in the prescribed manner.

Section 28 (J) (2) has been amended so that advance ruling u/s 28(1)
remain valid for three years or till there is a change in law or facts based
on which the advance ruling has been pronounced, whichever is earlier.
This amendment puts a validity period for an advance ruling for a
maximum of 3 years which was earlier not the case and till change of
law the Advance Ruling used to be valid prior to this amendment. The
detailed outline will be issued vide subsequent naotifications.

Insertion of new sections

Section 5 (1A) & (1B) have been inserted to assign functions to an
officer of customs by the Board or the Principal Commissioner of
Customs or the Commissioner of Customs and accordingly Section 2
(34) has been modified to remove ambiguity in this regard. The detailed
outline will be issued vide subsequent notifications

Section 5(4) where board may outline the criteria while imposing
limitations or conditions under sub-section (1) or while assigning
functions under sub-section (1A) to the officer of Customs. For eg. The
board may need to confine jurisdiction to certain goods or class of
goods. The detailed outline will be issued vide subsequent notifications

Section 5(5) two or more officers of customs can concurrently exercise
powers and functions (Eg in faceless assessment). The detailed outline
will be issued vide subsequent notifications
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5.2.3.

5.2.4.

Section 110AA to affirm certain principles under customs law with
respect to authority amongst various customs officers in matters of
subsequent inquiry, investigation, audit or any other specified purpose.
The detailed outline will be issued vide subsequent notifications

Section 135AA being inserted to protect the import and export data
submitted to Customs by importers or exporters except made by or on
behalf of the Central Government. The detailed outline will be issued
vide subsequent notifications

Insertion of new clause to give validation to any action taken or
functions performed before the date of commencement of the Finance
Act, 2022, under certain Chapters of the Customs Act and notifications
issued thereunder for appointing an officer of customs or assigning
functions, by giving retrospective effect to sections 2,3 and 5 of the
Customs Act as amended by this Act to that extent. The detailed outline
will be issued vide subsequent notifications

Amendment in First Schedule to the Customs Tarff Act

In the manner specified in the Second Schedule so as to revise the
rates in respect of certain tariff items with effect from the
February 2, 2022;

In the manner specified in the Third Schedule with a view to harmonise
certain entries with Harmonised System of Nomenclature to create new
tariff lines in respect of certain entries and to revise the rates in respect
of certain tariff items, with effect from the May 01, 2022.

To incorporate the changes in rate N/N 02/2022 customs to 15/2022
customs has been introduced.

Amendment in Fourth Schedule to the Central Excise Act

Inserted two new tariff items 2710 12 43 and 2710 12 44 under sub-
heading 2710 12 in Chapter 27 relating to E12 and E15 fuel blends, as
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5.2.5.

new BIS specification IS 17586 has been issued for Ethanol Blended
Petrol with percentage of ethanol upto twelve (E12) and fifteen (E15)
percent, so as to align the Fourth Schedule to the Central Excise Act
with the proposed amendments for the sub-heading 2710 12 in the First
Schedule to the Customs Tariff Act, 1975, in the manner specified in
Fourth Schedule. This amendment will take effect from the date on
which the Bill receives the assent of the President as per N/N 01/2022
Central Excise (N.T.) dated February 1, 2022.

Other Changes

Customs Administration of SEZs to be fully IT driven and function on
the Customs National Portal - shall be implemented by September 30,
2022.

More than 350 exemption entries proposed to be gradually phased out,
like exemption on certain agricultural produce, chemicals, fabrics,
medical devices, & drugs and medicines for which sufficient domestic
capacity exists.

Export of jewellery through e-commerce, a simplified regulatory
framework to be implemented.

Anti- dumping and CVD on stainless steel and coated steel flat
products, bars of alloy steel and high-speed steel has been revoked.
(Notification No. 6/ Notification No. 6/2022-Customs (ADD) dated 015t
Feb 2022 & Notification No. 7/2022-Customs (ADD) dated 015t Feb
2022)

Exemptions being provided on items such as embellishment, trimming,
fasteners, buttons, zipper, lining material, specified leather, furniture

fittings and packaging boxes.

Duty reduced on inputs required for shrimp aquaculture.
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o Unblended fuel to attract an additional differential excise duty of Rs 2/
litre from the 1st of October 2022.

. Phasing out of the concessional rates in capital goods and project
imports; and applying a moderate tariff of 7.5 percent.



Bhuta Shah & Co LLP
Chartered Accountants Budget Highlights 2022 | Page 71

Incentives for Start-ups

6.1.

6.2.

6.2.1.

6.3.

6.3.1.

Committee to be set up to regulate Venture Capitals and Private
Equity’s Venture Capital

Committee to be set up to regulate Venture Capitals and Private
Equity’s Venture Capital (‘VC’) and Private Equity (‘PE’) has invested
more than INR 5.5 lakh crore last year facilitating one of the largest
start-up and growth ecosystem. In order to further boosts investments
from the VC and PE industry, it is proposed to set up an expert
committee to examine and suggest such appropriate measures for
holistic examination of regulatory and other aspects for introduction of
further reforms for the industry.

Tax incentives

Extension for incorporation of eligible start-ups

At present, eligible start-ups incorporated on or before March 31, 2022
has been provided a tax incentive for three consecutive years out of ten
years from the date of incorporation to promote new start-ups. It is
proposed to extend the date of registration of eligible start-ups for the
concerned tax incentive to March 31, 2023.

Sector / industry / segment specific announcement:

Electric Vehicles (‘EV')

It is proposed to:

i. Promote a shift to use EV based public transport in urban areas

i. Introduce battery swapping policy and inter-operability standards,
specifically, to mitigate the constrains of setting up charging
stations in urban areas.
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6.3.2.

6.3.3.

6.3.4.

6.3.5.

Fintech

To promote digital economy, it is proposed to introduce Central Bank
Digital Currency (CBDC) i.e. digital rupee using blockchain and other
technologies, to be issued by the Reserve Bank of India.

Agri-tech

It is proposed to facilitate a fund with blended capital, raised under co-
investment model, facilitated through NABARD to finance start-ups for
agriculture and rural enterprise relevant for farm produce value chain.

Further, to facilitate to provide digital and hi-tech services to farmers in
with involvement of public sector research and extension institutions
along with private agri-tech players and stakeholders of the agri-value
chain, a scheme in PPP mode will be launched.

Defence

A separate defence research and development (‘R&D') budget is
proposed to be established for the start-ups in defence sector industry
with 25% of defence R&D budget earmarked for private industry to take
up design and development of military platforms and equipment in
collaboration with Defence Research and Development Organisation
and other organizations through special purpose vehicle model.

Ed-tech

A Digital University is proposed to be established to provide access to
students across the country for world-class quality universal education
with a personalised learning experience at their doorstep. This will
create a great opportunity for start-ups as the University will be built on
a networked hub-spoke model, with the hub building cutting edge ICT
expertise. The best public universities and institutions in the country will
collaborate as a network of hub-spokes.
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6.3.6.

6.3.7.

6.3.8.

It is also proposed to set-up world-class foreign universities and
institutions to offer courses in Financial Management, FinTech,
Science, Technology, Engineering and Mathematics free from
domestic regulations, except those by IFSCA to facilitate availability of
high-end human resources for financial services and technology.

Gaming

To further augment the gaming industry, it is proposed to set up
animation, visual effects, gaming, and comic (‘AVGC’) promotion task
force with all stakeholders to recommend ways to realize the industry
and build domestic capacity for serving our markets and the global
demand.

Healthcare

It is proposed to introduce an open platform, for the National Digital
Health Ecosystem consisting of digital registries of health providers and
health facilities, unique health identity, consent framework, and
universal access to health facilities, providing various active
opportunities for healthcare start-ups.

Proposals for identified sunrise sectors

It is proposed to promote startups to facilitate “Drone Shakti” through
varied applications and Drone-as-a-service (‘DrAAS’) also to promote
use of “Kisan Drones” for crop assessment, digitization of land records,
spraying of insecticides and nutrients.

Further, it is proposed to provide Government support for R&D to start-
ups in other sunrise opportunities like Artificial Intelligence, Geospatial
Systems and Drones, Semiconductor and its eco-system, Space
Economy, Genomics and Pharmaceuticals, Green Energy, and Clean
Mobility Systems.
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7. Proposals for Other Allied Laws

7.1. Insolvency and Bankruptcy Code, 2016

o The Code will get amended to enhance efficiency of resolution process
and to allowe cross border insolvency process. There will be an
improved system to reduced time of voluntary winding of the
Companies.

. During the pendency of any reorganisation of business before Authority
assessment or reassessment or other proceedings against the
predecessor shall be deemed to be have made on successor.

7.2. Special Economic Zone Act, 2005

. New legislation will replace the SEZ Act which will facilitate partnership
between State Government and development of enterprise and service
Hubs.

7.3. Reserve Bank of India Act, 1934

RBI will launch its own Central Bank Digital Currency (“CBDC”) using
blockchain in the year 2022-2023.
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8. Income-tax Compliance Calendar

In this chapter, we have provided an overview of the various direct tax
compliances from the perspective of a Company, Partnership Firm (including
LLP), Individual and HUF.

Sr. Nature of Person. —
No Compliances Company | Partnership | Individual
. Firm / LLP and HUF
1. Due dates for filing of ROl and obtaining Tax Audit Report
(TAR)
(Note 1)
1.1 Person covered under | Date of ROI: 31stOctober
tax audit (other than | Date of TAR: 30" September
those to whom | (Note 2)
transfer pricing is
applicable)
1.2 Person covered under | Date of ROI: 30" November
transfer pricing Date of TAR: 31st October
(For  furnishing  of
Transfer Pricing
Report in Form 3CEB
same due date is
applicable)
1.3 | Other persons 30t 318t July 318t July
September
2. Advance Tax Payments for Income Tax (Note 3)
a. 1st Installment — on or 15% 15% 15%
before 15 June
b. 2 |nstallment — on or 45% 45% 45%
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Sr. Nature of Persor! _
No. Compliances Company Pa.rtnershlp Individual
Firm /LLP and HUF
before 15 September
C. 31 Installment - on or 75% 75% 75%
before 15 December
d. 4t Installment — on or 100% 100% 100%
before 15 March
3. TDS
a. Tax must be deducted | Applicable | Applicable | Applicable,
at the time of only if
payment, in case of person s
salary covered
under tax
b. In case of payments | Applicable | Applicable | 5,4it in the
other than salary, at preceding
the time of making previous
payment or credit, year
whichever is earlier
C. Tax deducted must | Applicable | Applicable
be deposited in the (Note 2)
bank by 7t day of
following month
except tax deducted
for payment or credit
made in March must
be deposited by 30t
April
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Sr.

No.

Nature of

Person

Compliances

Company

Partnership
Firm /LLP

Individual
and HUF

4.

TCS

Tax collected must be
deposited within one
week from the end of
month of tax collection

Applicable

EQUALISATION LEVY

Equalisation Levy on
advertisement
services must be
deposited in the bank
by 7t day of following
month

Applicable

Equalisation Levy on
the Ecommerce
services must be
deposited in the bank
by 7t day of month
following the quarter
end except for the
quarter ending March
where the levy shall
be deposited by 31st
March

Applicable

Due dates for filing of

TDS/TCS Returns

TDS/TCS  Quarterly
Statement for quarter
ended June

31st July/ 151 July
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Sr. Nature of Person
Compliances Company | Partnership | Individual
No. Firm/LLP | and HUF
b. TDS/TCS  Quarterly 31st October/ 15t October
Statement for quarter
ended September
C. TDS/TCS  Quarterly 31st January/ 15" January
Statement for quarter
ended December
d. TDS/ TCS Quarterly 31st May/ 15t May
Statement for quarter
ended March
e. Equalisation Levy 30" June
Annual Statement
7. Due dates for issue of Form 16 (for Salaries) / Form 16A
(for other than Salaries) and Form 27D (For TCS)
(Note 4)
a. Issue of Form 16A / 15t August/ 301 July
27D for quarter ended
June
b. Issue of Form 16A / 15t November/ 30" October
27D for quarter ended
September
C. Issue of Form 16A / 15t February/ 30t January
27D for quarter ended
December
d. Issue of Form 16A / 15t June/ 30" May
27D for quarter ended
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Sr. Nature of Persor! _
No Compliances Company | Partnership | Individual
. Firm /LLP and HUF
March
Notes:

1.

3.

Every

In case of partner of a partnership firm, whose accounts are required to
be audited u/s. 44AB of the Income Tax Act, the date of filing of ROl is
315t October.

The threshold limit for presumptive taxation for business and profession
remains unchanged at INR 2 crores and INR 50 lakhs respectively.

Advance tax payment for income-tax is applicable to every person
where the amount of income-tax payable is INR 10,000 or more.

person, being a non-resident having Liaison Office in India shall, in

respect of its activities in a financial year, file a statement in Form No. 49C

within

60 days from the end of the financial year i.e. 30" May to the AO.
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9. Abbreviations

Act Income- tax Act, 1961 | PAN | Peérmanent Account
Number
AIF Alternative Investment PCIT Principal Commissioner
Funds of Income Tax
AJP Artificial Judicial Person | PE Permanent Establishment
AO Assessing Officer PF Provident Fund
AOP Association of Persons | R&D Research and
Development
AY Assessment Year RBI Reserve Bank of India
BOI Body of Individuals ROI Return of Income
CBDT Central Board of Direct SC Supreme Court
Taxes
CGST Cent_ral Goods and SDhV Stamp duty value
Service Tax
CIT Commissioner of SEBI Securities ar_ld Exchange
Income Tax Board of India
Commissioner of . .
CIT(A) Income Tax (Appeals) SEZ Special Economic Zone
CrPC Code of Criminal SFT Statemer_1t of Financial
Procedure Transactions
DRC | Dispute Resolution SLP | Special Leave Petition
Committee
Double Taxation .
DTAA Avoidance Agreement SOP Self -Occupied Property
FM Finance Minister SWF Sovereign Wealth Fund
FTS Feeg for Technical TCS Tax Collected at Source
Services
FY Financial Year TDS Tax Deducted at Source
Gross Domestic .
GERD Expenditure on R&D uls Under Section
GST Goods and Service Tax | UD Unabsorbed Depreciation
GsTN | Goods & Service Tax | | Unique Identity Number
Network
HC High Court URN Unique Registration
Number
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HUF | Hindu Undivided Family | UTGST | Ynion Territory Goods
and Service Tax

Insolvency and Research and

IBC Bankruptcy Code R&D Development

IFsc | \nternational Financial | pg; | Regerve Bank of India
Service Centre

IGST Integ_rated Goods and ROI Return of Income
Service Tax

INR Indian Rupees RFAC Regional Faceless

Assessment Centre

ITAT Ingome Tax Appeliate SC Supreme Court

Tribunal
. Securities and Exchange

ITC Input Tax Credit SEBI Board of India

LIC Life Insu(ance SEZ Special Economic Zone
Corporation

LLP Limited Liability SLP | Special Leave Petition
Partnership

MAT Minimum Alternate Tax | TCS Tax Collected at Source

NPS National Pension TDS Tax Deducted at Source
Scheme

NR Non-resident u/s Under SectionU/s

NSS National Savings UTGST Union Terrltory Goods
Scheme and Service Tax










