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FOREWORD
This Union Budget is a powerful tool in the hands of the government to give 

the nation an honest, clean and transparent government, which was ready 
to take difficult decisions to put the Indian economy firmly on the growth 
track. The implementation and effective use of digital technology to bridge 
the technology gap and unlock its benefits to the nation, structural changes 
for uplifting the rural and farming communities were all undertaken over 
the past few years. All these efforts have now been consolidated into the 
current budget through proposals to strengthen these various sectors, uplift 
the less privileged, our senior citizens and through educating our children – 
the future of our country.

The government would look to increase spending to ensure growth 
recaptures momentum. This is expected to be through increased investment 
in key areas such as agriculture and rural economy as well as through incentives for businesses.

The salaried class which is the base of the tax paying population has been a focal point for the Hon’ble 
Finance Minister. 

India has one of the highest corporate taxes in the world. Earlier, the Hon’ble Finance Minister while 
presenting Union Budget 2015, had promised that the corporate tax rate shall be reduced to 25% over 
the next four years with corresponding phasing out of exemptions and deductions and pre-budget 
representations have urged the Finance Ministry to lower corporate tax rates.

Since the implementation of GST in July 2017, nothing has been proposed in this budget. However, from 
‘Make In India’ perspective, lot of changes have been proposed in rates of custom duty. Further, more 
changes are proposed in Customs Act, 1962, out of which few are very welcome move such as fixation 
of timeline for adjudication, allowing remand back power to Commissioner Appeals, etc.

My professional colleagues have worked tirelessly to successfully implement GST in India. Although, we 
are facing a few technical glitches, I am sure these are temporary. We, Chartered Accountants are said 
to be partners in nation building and, therefore, it is my strong belief that GST and its compliances will 
be streamlined in the near future.

I am proud to state that on behalf of WIRC of ICAI, we personally presented pre-budget 
recommendations to Shri Hasmukh Adhia, Hon’ble Revenue & Finance Secretary, Government of India, 
and Shri Sushil Chandra, Hon’ble Chairman, CBDT, of which more than 50% have been incorporated into 
the Finance Bill 2018.

I am sure that analysis of the Union Budget 2018, outlined here will create a good knowledge bank for 
our members, students as well as the common man. I take this opportunity to thank all the members 
for taking valuable time out and concisely presenting the Union Budget 2018 here.

I would like to sincerely thank CA Sandeep Jain, Chairman, Direct Tax Committee; CA Priyam Shah, 
Chairman, Indirect Tax Committee, and my colleague in the Regional Council CA. Rakesh Alshi and 
all contributors for their invaluable efforts in ensuring the timely compilation of the publication. I 
am confident that the expert inputs presented in this publication will go far towards increasing the 
understanding of the Union Budget 2018 for all. 

CA. Vishnu Agarwal 

Chairman, WIRC of ICAI
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PREFACE

In the wake of numerous socio-economic developments, this Budget has 
brought about more interest than usual from the common man.

This Union Budget has kept the income tax rates and slabs unchanged. 
However, Finance Minister Arun Jaitley chose to give relief to salaried 
employees by announcing a standard deduction of Rs. 40,000.

Hon’ble Finance Minister also announced some noble tax sops for respected 
senior citizens. These include raising of tax exemption to Rs. 50,000 earned 
on fixed deposits; enhancement of income tax deduction towards health 
insurance premium and medical expenditure increased to Rs. 50,000 under 
Section 80D; Expenses incurred on critical illness by senior citizens to be 
exempted up to Rs. 1 lakh. There is also a welcome proposal to extend the 
Pradhan Mantri Vaya Vandana Yojana up to March 2020 and increase the limit 

to Rs. 15 lakh a senior citizen.

While corporate tax was to be reduced to 25% as per the Finance Minister in his 2015 Budget, and 
industry bodies had requested the Finance Ministry to lower the Corporate Tax rates. To that extent, 
Corporate Tax of 25% is proposed to be extended to companies with turnover up to Rs 250 cr in financial 
year 2016-17. This is expected to give a fillip to the business environment and boost the MSMEs.

The much talked about (re)introduction of long-term capital gains tax at 10% on listed equities and equity 
oriented mutual funds on gains exceeding Rs. 1 lakh. The Budget looks to raise import tax on mobile 
phones to 20% from 15%, on some of their parts and accessories to 15% and certain TV parts to 15% 
to give a push to ‘Make In India’ and increasing local jobs. Health and education cess has been raised 
from 3% to 4% to support the national insurance project bringing health insurance to millions of Indians.

India is an agriculture-based country and, even today, it is the largest source of employment. Over 
the last few years, the sector has been facing multiple issues which the Government has attempted to 
resolve via this Budget. The Budget proposes to increase the MSP 1.5 times for crops as well as a Rs. 
2,000-crore fund for development of agri-markets and doubling of allocation for Agriculture Ministry to 
Rs. 1,400 crores. This will provide a much-awaited impetus to the agriculture sector.  

While a lot more has been covered in this publication, I am sure that the various analysis presented here 
will shed light on the more challenging sections of the Budget, enabling professionals and the masses 
alike to understand the Union Budget 2018. 

I am thankful to CA. Vishnu Agarwal, Chairman, WIRC and my colleagues in the Regional Council for 
reposing confidence in me for this prestigious compilation and I also extend my heart felt gratitude to 
the contributors for their experienced analysis for this publication.

CA. Sandeep Jain 

Chairman, Direct Tax Committee of WIRC of ICAI
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PREFACE

This Union Budget is the first Budget after the implementation of the ground-
breaking Goods and Services Tax (GST). The GST has subsumed many laws and 
going forward it will be further streamlined to the benefit of all stakeholders.

While the Government moved fast to overcome the initial glitches in the 
system, and working towards improving the functioning of the system overall, 
certain issues do require a closer look from the Government to resolve and 

clarify. 

Amendments are expected in several areas such as in the definition of place 
of supply of accommodation service in order to extend the seamless flow of 
credit; in the GST laws to allow input tax credit to the customer provided he 
has made the payment of invoice along with tax to the supplier and others. 

There are also expectations – from representations made to the Finance Minister – to change the 
timeframe for the filing of GST returns to a quarterly rather than monthly period in order to decrease 
the compliance burden. 

Many Indirect Taxation issues have been presented with deep insight in this publication and I would like 
to thank the contributors for their time in putting their thoughts to paper in such a short space of time. 
I take this opportunity to thank CA Avinash Poddar, CA Amit Sarker, CA Shailin Doshi and CA Krupa Shah 
for their contribution and am confident that readers from various professions would appreciate their 
simplicity of language and clarity of thought in their analyses.

CA. Priyam Shah 

Chairman, Indirect Tax Committee of WIRC of ICAI
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KEY HIGHLIGHTS  

— UNION BUDGET 2018 

Unless otherwise specifically mentioned, the amendments proposed are effective from the Assessment 
Year 2019-2020 and are, therefore, applicable to income arising on or after 1st April, 2018. Specific 
mention is made at the relevant places, when the effective date of the proposed amendment is other 
than Assessment Year 2019-2020. Reference to the existing provisions means the provisions of the 
Income-tax Act, 1961 (Act) prior to the amendments proposed in the Finance Bill, 2018 (Bill). Any 
reference to sections, unless otherwise stated, is to the sections of the Act.

Direct Tax
• No changes in income tax rates or surcharges for all persons except domestic companies

• For domestic companies having total turnover or gross receipts not exceeding ` 250 crores in 
Financial year 2016-17 shall be liable to pay tax at 25% as against present corresponding turnover 
limit of less than ` 50 crores in Financial year 2015-16

• Education cess has been increased from 3% to 4%, which will be now called Health and Education 
cess

• Long term capital gain exemption under section 10(38) in respect of listed STT paid equity 
shares being withdrawn, however capital gains up to 31.01.2018 shall not be taxed, since cost of 
acquisition will be taken as Fair Market Value as on 31.01.2018

• Tax on STT paid long term capital gain will be 10% under Section 112A

• Standard deduction of ` 40,000 will be allowed to salaried employees. However benefit of 
transport allowance of ` 19,200 and medical reimbursement of ` 15,000 under section 17(2) are 
being withdrawn. Transport allowance exemption shall continue for differently abled persons

• 40% of the withdrawals from National Pension System (NPS) was tax exempt for employees. This 
has now been extended to all assessees

• 54EC benefit of investment in Bonds to be restricted to capital gains on land and building only. 
Further period of holding being increased from 3 years to 5 years

• Deduction of ` 50,000 against interest income on deposits held by senior citizens introduced. 
Current exemption of ` 10,000 available for interest on savings account no longer separately 
available. The threshold for withholding tax on such interest income is also raised to ` 50,000

• Scope of accumulated profits widened for purposes of deemed dividend

• Deemed dividend in the nature of loans and advances given by closely held companies shall be 
subject to Dividend Distribution Tax at 30%

• Equity Oriented Mutual funds to be liable to pay tax at the rate of 10% on income distributed to 
unit holders

• Royalty and fees for technical services payment by National Technical Research Organisation to a 
non-resident to be exempt from tax
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• Definition of the term “business connection” under section 9 proposed to be expanded and 
aligned to the scope of agency PE under the BEPS /MLI provisions

• Business connection to include significant economic presence as defined – certain payment and 
activity frequency thresholds to be prescribed and attempt will be made to include this concept 
in future tax treaties to be entered into by India 

• The provisions of section 115JB would not be applicable when the income is computed on 
presumptive basis in terms of the provisions of section 44B, section 44BB, section 44BBA or 
section 44BBB

• Provisions of sections 43CA, 50C and 56(2)(x) being amended to allow 5% of sale consideration 
in variation i.e. stamp duty value on account of various factors

• Losses of companies under insolvency now allowed to be carried forward and set-off despite 
change in shareholding by more than 49%

• For the purpose of computing book profits, aggregate of unabsorbed depreciation and loss brought 
forward shall be reduced for companies under insolvency (the rule of lower of unabsorbed loss 
or unabsorbed depreciation relaxed)

• Provisions under sections 40(ia), 40A(3) and 40A(3A) are being made applicable to Charitable Trust. 
Hence expenditure incurred without deduction of tax and in cash will not be eligible as application 
of income under section 10(23C) and section 11(1)(a)

• Agriculture Commodity Derivatives income/loss also not to be considered as speculative under 
section 43(5)

• Marked to market loss computed as per ICDS will be allowed under section 36

• Income Computation and Disclosure Standards (ICDS) being given statutory backing in view of 
decision of Delhi High Court decision

• Gain or loss in foreign exchange as per ICDS to be allowed under new section 43AA

• Construction contract income to be computed on percentage completion method as per ICDS

• Valuation of inventory including securities to be as per ICDS

• Claim or enhancement claim and subsidy, incentives to be taxed in the year of receipt only as per 
new section 145B

• Conversion of stock-in-trade to capital asset to be charged as business income in the year of 
conversion on Fair Market Value on the date of conversion

• PAN to be obtained by all entities including HUF other than individuals in case aggregate of 
financial transaction in a year is ` 250,000 or more. All directors, partners and members of such 
entities also to obtain PAN

• All companies irrespective of income to file return and in case it is not filed, such companies will 
be liable for prosecution irrespective of the fact whether it has tax liability of ` 3,000 or not

• E-Assessments scheme to be notified across the country for greater efficiency and transparency

• No adjustment under section 143(1) while processing on account of mismatch with section 26AS 
and section 16A
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• Deemed dividend to be taxed in the hands of the company itself as Dividend Distribution of tax 
@ 30%

• Penalty for non-filing financial return as required under section 285BA being increased to ` 500 
per day

• Additional Duty of Excise (Road Cess) of ` 6 per litre on motor spirit (petrol) and high speed diesel 
oil will be abolished upon enactment of the Finance Bill, 2018. Till the enactment of Bill, levy of 
road cess has been exempted on domestically manufactured and produced petrol and high speed 
diesel

• Levy of Road and Infrastructure Cess of ` 8 per litre, on motor spirit (petrol) and high speed diesel 
oil effective immediately, subject to partial and full exemptions in certain cases

• Central Board of Excise and Customs to be renamed as the Central Board of Indirect Taxes and 
Customs (effective from date of enactment of Finance Bill)

• Crypto currencies not to be a legal tender

National Health Protection Scheme
• The Hon`ble Finance Minister announced the launch of a new flagship National Healthcare 

Protection Scheme for providing a health coverage to the underprivileged families which will –

– Provide coverage up to ` 500 thousand for secondary and tertiary care hospitalization 

– The Scheme will cover 10 crore poor families

• The Government has allocated ` 600 crores to provide nutritional support to all tuberculosis 
patients at the rate of ` 500 per month for the duration of their treatment

• ` 1,200 crores will be allocated towards setting up health and wellness centres in India, which 
will provide comprehensive healthcare, maternal and child care, free drugs and diagnostics to the 
poor. The Government has also invited private sector contribution towards the same

• In order to further enhance accessibility of quality medical education and health care, 24 new 
Government Medical Colleges and Hospitals will be set up by upgrading existing district hospitals 
in the country which will ensure at least 1 Government Medical College in each State of the 
country

Digital India
The Government has consistently accorded substantial importance to digital transformation across 
businesses and even in its own administration and processes. E-Offices and E-Governance initiatives in 
the Central Ministries and Departments are proposed. Additionally, amongst other measures

• The Government has doubled the allocation on Digital India Programme to ` 3,073 crores in  
2018-19

• The Government will explore use of block chain technology proactively for ushering in digital 
economy

• The government has allocated ` 10,000 crores for 500 thousand WiFi hotspots to provide 
broadband access to 5 crore rural citizens

• The Department of Telecommunications (DoT) will explore the development of 5G internet 
technology in India and for this it will set up a test bed at IIT Chennai
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• All railway stations and trains will be equipped with Wifi and CCTVs

• Under digital India initiative the Government will promote the shift of focus from ‘‘black board’’ 
to ‘‘digital board”

ECONOMIC INDICATORS FY 2017-18

Economic and financial 
indicators

FY 2016-17 FY 2017-18 Comments

Gross Domestic Product 
(GDP) 7.1% 7.2% Growth slowed on account of reduced demand 

post demonetisation. However, the effect seems 
to be withering away leading to growth rebound.Per Capita GDP 5.7% 5.3%*

Inflation
Slight increase owing to pent-up demand after 
demonetisation, lower bank lending rates, an 
uptick in global oil, metals and agri-commodity 
prices after about 3 benign years.

Consumer Price Index 
(CPI) 4.7% 5%**

Wholesale Price Index 
(WPI)# 2.1% 3.58%

Exchange Rate of ` vs. 
USD@ 64.84 63.69

Gradual strengthening of ` over USD on the 
back of better economic growth, rational interest 
rates, more inflows from foreign and domestic 
investors and rising forex reserves.

Fiscal Deficit (as a % of 
GDP) 3.5 3.5

The target seems realisable due to the buoyancy 
in tax collections post GST and demonetisation 
coupled with prudent expenditure management. 

Interest Rates 6.25% 6.25%

The interest rate has remain unchanged largely 
because of low inflation.

However, the banks have not been able to 
fully pass on the rate cut to the market due 
to structural rigidities in the credit market and 
increasing level of NPAs, which have reduced the 
banking sector’s capacity to lend.

Foreign Direct 
Investments (FDI)

USD 60.1 
billion

USD 33.75 
billion^^

Increase in FDI inflows are a result of liberalising 
several sectors in India, thus, opening them for 
FDIs.

Net Investments 
Foreign Portfolio 
Investors (FPI)/FII^

` 484.11 
billion

` 1542.03 
billion

Huge surge in investments is a testimony of the 
favourable economic policy of the Government.

*  Estimated for financial year 2017-18

**  Estimated average CPI based on data released by Central Statistics Office (CSO) and CRISIL

#  Figures based on report dated 15/1/2018 for December 2017 released by Ministry of Commerce & 
Industry, Office of the Economic Advisor

@  RBI reference rate
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^  www.fpi.nsdl.co.in 

^^  Figure for the period April-September, 2017. Estimates suggest that FDI inflows for financial year 
2017-18 shall exceed USD 60 billion figure of the preceding financial year

• Primary and Secondary Market
– Primary Market: During the current fiscal year (April-November), 134 companies accessed 

primary market and raised ` 70,316 crores compared to ` 48,325 crores raised through 80 
issues during the corresponding period of 2016-17

– Secondary Market: Sensex has increased approximately 21% in the current fiscal year (April-
January) from the financial year 2016-17, which is mainly attributable to the structural 
reforms introduced by the Government thereby boosting investor sentiments

• Expectations 
– The GDP growth rate in the current year is estimated to be 7.2% compared with 7.1% in 

the last financial year 

– The Government’s outlook for the upcoming financial year 2018-19 appears optimistic. 
Considering the resilience in the domestic economy, the GDP growth for year 2018-19 is 
estimated to be around 7.5%. However, this estimated rate is subject to downside risks, in 
the form of weak global cues

RATES OF INCOME TAX AND PERSONAL TAXATION

Health and Education Cess 
Education Cess on Income-tax and Secondary and Higher Education Cess on Income-tax is currently levied 
at 2% and 1% respectively. It is proposed to discontinue the same and introduce a Health and Education 
Cess of 4%. This cess would not be applicable for tax deduction or tax collection at source on income 
payable to domestic companies and Indian tax residents, except for tax deduction on salary income.

The tax rates other than the cess mentioned above, remain same as Assessment Year 2018-19 and are 
as follows:

Tax rates for individual 

Income Slabs (`) Tax Rate (%)
Up to 250,000 Nil

250,001 to 500,000 5
500,001 to 1,000,000 20
1,000,001 and above 30

For resident senior citizens (60 years and above, but less than 80 years) and very senior citizens  
(80 years or more), the basic exemption limit remains unchanged at ` 3,00,000 and ` 5,00,000 
respectively. However, the rate of tax remains @ 5% till ` 5,00,000 (as applicable).

Surcharge continues to be 10% for income exceeding ` 5,000,000 and 15% for income exceeding  
` 100,00,000.
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The maximum marginal tax rate stands increased from 35.535% to 35.88% for income exceeding  
` 1,00,00,000.

This amendment will take effect from 1st April, 2019 and will, accordingly, apply in relation to the 
Assessment Year 2019-20 and subsequent Assessment Years.

Extending the benefit of tax-free withdrawal from NPS to non-employee subscribers 
[Amendment to section 10(12A) [Clause 5]]
The existing provisions of the clause (12A) of section 10 of the Act provide that an employee contributing 
to the NPS shall be allowed an exemption in respect of 40% of the total amount payable to him 
on closure of his account or on his opting out. This exemption was not available to non-employee 
subscribers. In order to provide a level playing field, it is proposed to amend clause (12A) of section 10 
of the Act to extend the said benefit to all subscribers. 

This amendment will take effect, from 1st April, 2019 and will, accordingly, apply in relation to the 
Assessment Year 2019-20 and subsequent Assessment Years.

Standard deduction on Salary income [[Amendment to sections 16 and 17  
[Clauses 7 and 8]]
Income from salary is computed after certain deductions. It is proposed to re-introduce the standard 
deduction at ` 40,000 per annum or the amount of salary, whichever is lower. As standard deduction is 
proposed, exemption for reimbursement of medical expenses by the employer of ` 15,000 per annum 
and transport allowance (except for differently abled persons) of ` 1,600 per month have been proposed 
to be withdrawn. Rule 2BB of the Income-tax Rules, 1962, would be suitably amended. 

This amendment will take effect from 1st April, 2019 and will, accordingly, apply in relation to the 
Assessment Year 2019-20 and subsequent Assessment Years.

Rationalisation of the provisions of section 54EC [Amendment to section 54EC  
[Clause 20]]
Section 54EC of the Act provides that capital gains, arising from the transfer of a long-term capital 
asset, invested in the long-term specified asset (i.e., specified bonds redeemable after 3 years) at any 
time within a period of six months after the date of such transfer, shall not be charged to tax subject to 
certain conditions specified in the said section being fulfilled. 

It is proposed to restrict the definition of long term capital asset to Land, Building or both. It is also 
proposed to provide that “long-term specified asset”, for making any investment under the section on 
or after the 1st day of April, 2018, shall mean any bond, redeemable after five years and issued on or 
after 1st day of April, 2018 by the National Highways Authority of India or by the Rural Electrification 
Corporation Limited or any other bond notified by the Central Government in this behalf.

This amendment will take effect, from 1st April, 2019 and will, accordingly, apply in relation to the 
Assessment Year 2019-20 and subsequent Assessment Years.

Deductions available to senior citizens enhanced [Amendment to sections 80D, 
80DDB, 80TTA and 80TTB [Clauses 24, 25, 29 and 30]]
• It is proposed to increase the deduction limit for senior citizens to ` 50,000 for medical insurance, 

preventive health check-up and medical expenditure collectively
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• It is proposed to increase the deduction limit for payment for medical treatment of specified 
diseases for or by senior citizens to ` 1,00,000. Earlier the limit was ` 60,000 for senior citizens 
and ` 80,000 for very senior citizens

• Currently, deduction up to ` 10,000 is allowed for interest from savings account with a bank, a 
Co-operative Bank and post office under section 80TTA of the Income-tax Act. A separate section 
is proposed for senior citizens with an enhanced deduction up to ` 50,000 for such interest under 
section 80TTB 

Further, it is proposed to remove the category of very senior citizen for section 80D and section 80DDB. 
Also, senior citizen to be defined as an individual resident in India who is of the age sixty years or more 
at any time during the Assessment Year. 

Also, in case of a single premium policy having cover for more than one year, the deduction shall be 
available on a proportionate basis during the tenure of insurance cover. 

These amendments will take effect from 1 April, 2019 and will, accordingly, apply in relation to the 
Assessment Year 2019-20 and subsequent Assessment Years.

Tax deduction provisions relaxed for senior citizens [Amendment to section 194A 
[Clause 47]]
Currently, tax is required to be deducted if the interest income from deposits exceeds ` 10,000. For 
senior citizens it is proposed that tax should not be deducted if such interest income does not exceed 
` 50,000. 

This amendment will take effect from 1 April, 2019 and will, accordingly, apply in relation to the 
Assessment Year 2019-20 and subsequent Assessment Years.

CORPORATE TAXATION AND BUSINESS DEDUCTION
Amendment to Section 56     
Provisions relating to the taxability of difference between Stamp duty value and the consideration paid 
for purchase/receipt of immovable property rationalized

Currently section 56(2)(x) of the Act, inter alia, provides that where any person receives, in any previous 
year, from any person or persons on or after the 1st day of April, 2017, any immovable property, for a 
consideration which is less than the stamp duty value of the property by an amount exceeding ` 50,000, 
the stamp duty value of such property as exceeds such consideration shall be charged to tax under the 
head “Income from other sources

It is proposed to amend the said 56(2)(x) of the Act to provide that where any person receives any 
immovable property for a consideration and the stamp duty value of the property exceeds such 
consideration then the higher of the following will be charged to tax under the head “income from 
other sources”:

a. stamp duty value of the property which exceed by ` 50,000 or

b. the amount equal to 5% of the sales consideration

This amendment will take effect from 1st April, 2019.
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• Exclusion of tax neutral transactions from the scope of section 56 

 Currently, section 47 of the Act provides for certain tax neutral transfers. Section 56 also excludes 
income arising out of certain tax neutral transfers from its ambit, however, the transfers referred 
to in clause (iv) and (v) of section 47 (viz., any transfer of a capital asset by a company to its 
subsidiary company and any transfer of capital asset by subsidiary company to the holding 
company subject to certain conditions respectively) have not been excluded.

 It is now proposed to amend the fourth proviso to section 56(2)(x) of the Act so as to exclude 
the transfer of capital asset between holding company and its wholly owned Indian subsidiary 
company and between subsidiary company and its Indian holding company, which are not 
regarded as transfer under section 47 from the scope of section 56 of the Act. 

 This amendment will take effect from 1st April, 2018.

• Compensation for termination of employment or modification of terms of employment taxable 
as ‘Income from other sources’

 It is proposed to insert a new clause (xi) in section 56(2) of the Act so as to provide that any 
compensation or any other payment received or receivable, by whatever name called, in 
connection with the termination of employment or the modification of the terms and conditions 
of any contract relating to employment shall be chargeable to tax under the head “Income from 
other sources”.

This amendment will take effect from 1st April, 2019. 

Deduction to be allowed only on furnishing the return of income 
The existing provisions of section 80AC of the Act provide that no deduction will be admissible under 
section 80-IAB or 80-IB or 80-IC or 80-ID or 80-IE unless the return of income to be filed by the assessee 
is furnished on or before the due date specified under section 139(1) of the Act.

It is now proposed to extend the scope of section 80AC of the Act to provide that the benefit of 
deduction under the entire class of deductions under the heading “C.—Deductions in respect of certain 
incomes” in Chapter VIA shall not be allowed unless the return of income is filed within the due date.

This amendment will take effect from 1st April, 2018.

Insertion of new provision for benefiting the “Producer Companies” in Agriculture Sector 
It is proposed to insert a new section 80PA in the Act to provide that an assessee, being a ‘Producer 
Company’ having a total turnover of ` 100 crores or less in any previous year and whose gross total 
income includes any income from:

a.  the marketing of agricultural produce grown by its members; or

b. the purchase of agricultural implements, seeds, livestock or other articles intended for agriculture 
for the purpose of supplying them to its members; or

c. the processing of the agricultural produce of its members

shall be eligible for a deduction of the whole of the amount of income or profits and gains and business 
attributable to any one or more of such activities as mentioned above.

This benefit will be available for a period of 5 years from the Financial Year 2018-19.

This amendment will take effect from 1st April, 2019.
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Rationalization of the provisions of section 115BA   
Currently, section 115BA of the Act provides that the total income of a newly set up domestic company 
engaged in business of manufacture or production of any article or thing and research in relation thereto, 
or distribution of such article or thing manufactured or produced by it, shall, at its option, be taxed at 
the rate of 25% subject to conditions specified therein. 

However, there are certain incomes which are subject to a scheduler tax at a rate which is lower or 
higher than 25 per cent thereby subjecting the taxpayers to unintended hardship or unwarranted relief. 

It is therefore proposed to amend the said section 115BA of the Act to clarify that the provisions of 
section 115BA are restricted to income from the business of manufacturing, production, research or 
distribution referred to therein and income which are at present taxed at a scheduler rate will continue 
to be so taxed.

The amendment will take effect retrospectively from 1st April, 2017.

Rationalization of the provisions of section 115BBE 
Income referred to in section 68 (cash credits), section 69 (unexplained investments), section 69A 
(unexplained money, etc.), section 69B (amount of investments, etc., not fully disclosed in books of 
account), section 69C (unexplained expenditure, etc.) or section 69D (amount borrowed or repaid on 
hundi) which is either reflected in the return filed or determined by the Assessing Officer is taxed at the 
rate of 60% in terms of section 115BBE of the Act.

Further the existing provisions of the said section 115BBE of the Act provides that no deduction in 
respect of any expenditure or allowance or set off of any loss is allowed to the assessee while computing 
income of the aforesaid nature which is reflected in the return of income filed.

It is now proposed to widen the ambit of this section to provide that, no deduction in respect of any 
expenditure or allowance or set off of any loss will be allowed to the assessee where the total income of 
the assessee includes any income of the aforesaid nature which is determined by the Assessing Officer. 

This amendment will take effect retrospectively from 1st April, 2017.

Entities to apply for Permanent Account Number in certain cases 
It is proposed to insert a new clause (v) in section 139A(1) to provide that every person, not being an 
individual, which enters into a financial transaction of an amount aggregating to ` 2,50,000 or more in 
a financial year shall apply to the Assessing Officer for allotment of a Permanent Account Number.

It is further proposed to insert a new clause (vi) in section 139A(1) to provide that the Managing 
Director, Director, Partner, Trustee, Author, Founder, Karta, Chief Executive Officer, Principal Officer or 
Office bearer of such non-individual entities, or any person competent to act on behalf of such entities, 
shall also apply to the Assessing Officer for the allotment of a Permanent Account Number.

This amendment will take effect from 1st April, 2018.

Benefit of carry forward and set off of losses in case of a company seeking insolvency resolution 
Section 79 of the Act, inter alia, provides that where a change in shareholding has taken place in a 
previous year in the case of a company, not being a company in which the public are substantially 
interested, no loss incurred in any year prior to the previous year shall be carried forward and set 
off against the income of the previous year unless on the last day of the previous year shares of 
the company carrying not less than 51% of the voting power were beneficially held by persons who 
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beneficially held shares of the company carrying not less than 51% of the voting power on the last day 
of the year or years in which the loss was incurred.

It is proposed to amend the aforesaid section to provide that nothing contained in the said section 
shall apply to a company where a change in the shareholding takes place in a previous year pursuant to 
approved resolution plan under the Insolvency and Bankruptcy Code, 2016, after affording a reasonable 
opportunity of being heard to the jurisdictional Principal Commissioner or Commissioner.

This amendment will take effect from 1st April, 2018.

Signing of the return by a Company seeking insolvency resolution 
It is proposed to amend section 140 of the Act so as to provide that during the resolution process under 
the Insolvency and Bankruptcy Code, 2016, the return shall be verified by an insolvency professional 
appointed by the Adjudicating Authority under the Insolvency and Bankruptcy Code, 2016.

The expressions “insolvency professional” and “Adjudicating Authority” are also proposed to be defined 
in the said section.

These amendments will take effect from 1st April, 2018.

Amendments to the prima facie adjustments permissible while processing of the tax returns   
Section 143(1) of the Act provides for processing of return of income filed. Adjustments permissible while 
processing the return of income in the said section.

One such adjustment which is permissible is in respect of addition of income appearing in Form 26AS 
or Form 16A or Form 16, which has not been included in computing the total income in the return.

It is now proposed to provide that no adjustment shall be made in respect of items appearing in  
Form 26AS, Form 16A or Form 16 while processing any return furnished on or after the Assessment Year 
commencing on 1st April, 2018.

Tax deduction at source on 7.75% GOI Savings (Taxable) Bonds, 2018 
It is proposed to amend the proviso to clause (iv) of section 193 of the Act to provide that the person 
responsible for paying to a resident any interest on 7.75% Savings (Taxable) Bonds, 2018 shall deduct 
tax at source at the time of making payment of interest on such bonds in excess of ten thousand rupees 
during the financial year.

This amendment will take effect from 1st April, 2018.

Widening the scope of Accumulated profits for the purposes of Dividend [Section 2(22)]
• Section 2(22) provides for inclusive definition of dividend to include distribution of accumulated 

profits (whether capitalized or not) by a company to its shareholders.

• Explanation 2 to Section 2(22) provides definition of the term ‘accumulated profits’ to include all 
profits of the company up to the date of distribution or payment or liquidation, subject to certain 
conditions.

• In order to prevent companies from adopting abusive arrangements to escape tax on distributed 
profits, it is now proposed to widen the scope of ‘accumulated profits’ to provide that in case of 
an amalgamated company, its accumulated profits, whether capitalized or not, or losses shall also 
include accumulated profits of the amalgamating company as on the date of amalgamation.

This amendment is proposed with retrospective effect from Assessment Year 2018-19.
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Extending the benefit of tax-free withdrawal from National Pension System Trust [“NPST”] to non-
employee subscribers
Under the existing provisions of the clause (12A) of section 10 of the Act an employee contributing to 
the NPS is allowed an exemption in respect of 40% of the total amount payable to him on closure of his 
account or on his opting out. This exemption is not available to non-employee subscribers.

In order to provide a level playing field, it is proposed to amend clause (12A) of section 10 of the Act to 
extend the said benefit to all subscribers.

Exemption to specified income of class of Body, Authority, Board, Trust or Commission in certain cases
The Central Government is empowered to exempt, through notification, specified income arising to a 
Body or Authority or Board or Trust or Commission, by virtue of section 10(46) of the Act, if—

• they are not engaged in any commercial activity;

• they are established or constituted by or under a Central, State or Provincial Act or constituted 
by the Central Government or a State Government, with the object of regulating or administering 
any activity for the benefit of the general public.

Under the existing provisions, the Central Government is required to notify each case separately even 
if they belong to the same class of cases. Consequently, the whole process of approval is considerably 
delayed. 

Accordingly, it is proposed to amend the said clause so as to enable the Central Government to also 
exempt, by notification, a class of such Body or Authority or Board or Trust or Commission (by whatever 
name called).

This amendment will take effect from 1st April, 2018.

Tax deduction at source and manner of payment in respect of certain exempt entities
Currently, section 10(23C) of the Act, inter-alia provides that income of charitable trusts, educational 
and medical institutions will be exempt from tax if such trusts, institutions, etc., apply its income, or 
accumulates it for application, wholly and exclusively to the objects for which it is established. Similarly, 
section 11 of the Act also contains identical provisions vis-à-vis income from property held for charitable 
or religious purposes. 

Currently, there are no restrictions on payments made in cash by such trusts/institutions and there are 
no checks on whether such trusts or institutions comply with provisions relating to tax deduction at 
source.

It is now proposed to provide that for the purposes of determining the application of income, provisions 
of section 40A(3)/(3A) of the Act (relating to restrictions on cash payments), and provisions of  
section 40(a)(ia) of the Act (relating to non-deductibility of certain expenses on non-deduction/non-
payment of TDS) shall apply to these institution.

These amendments will take effect from 1st April, 2019. 

Measures to promote start-ups  
It is proposed to inter-alia amend the Explanation to section 80-IAC which specifies the conditions 
required to be fulfilled by an “eligible start-up” in respect of its “eligible business” in order to claim 
deduction under section 80-IAC of the Act. 
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The proposed amendments are tabulated hereunder:

Erstwhile provisions Proposed amendments
Meaning of “Eligible business”:

• means a business which involves 
innovation, development, deployment 
or commercialization of new products, 
processes or services driven by technology 
or intellectual property

• means a business carried out by an eligible 
start up engaged in innovation, development 
or improvement of products or processes or 
services or a scalable business model with a 
high potential of employment generation or 
wealth creation

• incorporated on or after the 1st April, 2016 
but before the 1st April, 2021; and

Conditions to be fulfilled by an “Eligible start-
up” :

• incorporated on or after the 1st April, 2016 
but before the 1st April, 2019; and

• the total turnover of its business does 
not exceed `  25 crores in any of the 
previous years beginning on or after the 
1st April, 2016 and ending on the 31 March 
2021 

• the total turnover of its business does not 
exceed ` 25 crores in any of the 7 previous 
years beginning from the year in which it is 
incorporated

These amendments will take effect from 1st April, 2018. 

Incentive for employment generation
At present, under section 80-JJAA of the Act, a deduction of 30% is allowed in addition to normal 
deduction of 100% in respect of emoluments paid to eligible new employees who have been employed 
for a minimum period of 240 days during the year. However, the minimum period of employment is 
relaxed to 150 days in the case of apparel industry. In order to encourage creation of new employment, 
it is proposed to extend this relaxation to footwear and leather industry.

Further, it is also proposed to rationalize this deduction of 30% by allowing the benefit for a new 
employee who is employed for less than the minimum period during the first year but continues to 
remain employed for the minimum period in subsequent year.

This amendment will take effect, from 1st April, 2019. 

Rationalisation of provision relating to conversion of stock-in-trade into a capital asset
Section 45 of the Act inter alia, provides that capital gains arising from a conversion of capital asset into 
stock-in-trade shall be chargeable to tax. However, in cases where the stock in trade is converted into, 
or treated as, capital asset, the existing law does not provide for its taxability.

In order to provide symmetrical treatment and discourage the practice of deferring the tax payment by 
converting the inventory into capital asset, it is proposed to amend the provisions of:

(i)  Section 28 so as to provide that any profit or gains arising from conversion of inventory into 
capital asset or its treatment as capital asset shall be charged to tax as business income. It is 
also proposed to provide that the fair market value of the inventory on the date of conversion 
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or treatment determined in the prescribed manner, shall be deemed to be the full value of the 
consideration received or accruing as a result of such conversion or treatment;

(ii)  section 2(24) so as to include such fair market value in the definition of income;

(iii)  section 49 so as to provide that for the purposes of computation of capital gains arising on 
transfer of such capital assets, the fair market value on the date of conversion shall be the cost 
of acquisition;

(iv)  section 2(42A) so as to provide that the period of holding of such capital asset shall be reckoned 
from the date of conversion or treatment.

These amendments will take effect, from 1st April, 2019.

MAT relief for a Company seeking insolvency resolution 
It is proposed to amend section 115JB of the Act to provide that the aggregate amount of unabsorbed 
depreciation and loss brought forward (excluding unabsorbed depreciation) shall be allowed to be 
reduced from the book profit, if a company’s application for corporate insolvency resolution process 
under the Insolvency and Bankruptcy Code, 2016 has been admitted by the Adjudicating Authority.

Consequently, a company whose application has been admitted would henceforth be entitled to reduce 
the loss brought forward (excluding unabsorbed depreciation) and unabsorbed depreciation for the 
purposes of computing book profit under section 115JB.

This amendment will take effect from 1st April, 2018.

Measures to promote International Financial Services Centre (IFSC)
Section 115JC of the Act provides for alternate minimum tax at the rate of 18.50% of the adjusted total 
income in the case of a non-corporate assessee’s.

In order to promote the development of financial infrastructure in India, it is proposed to amend the 
said section 115JC to provide that in case of a unit located in an International Financial Service Centre, 
the alternate minimum tax under section 115JC shall be charged at the rate of 9%.

This amendment will take effect from 1st April, 2019.

Application of Dividend Distribution Tax [DDT] to Deemed Dividend
Currently, dividend declared, distributed or paid by a domestic company is subject to DDT which is 
payable by the company declaring such dividend. However, deemed dividend under section 2(22)(e) of 
the Act is not subjected to DDT instead it is taxed in the hands of the recipient company. 

With a view to bringing clarity and certainty on the taxation of deemed dividends, it is proposed to bring 
deemed dividends within the preview of DDT. The deemed dividend will be subjected to DDT at the rate 
of 30% (without grossing up).

This amendment will apply to transactions referred to in section 2(22)(e) of the Act on or after 1st April, 
2018.

Dividend distribution tax on dividend payouts to unit holders in an equity oriented fund
It is proposed to amend the section 115R of the Act to provide that where any income is distributed by 
a Mutual Fund being, an equity oriented fund, the mutual fund shall be liable to pay additional income-
tax at the rate of 10% on income so distributed. 
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For this purpose, equity oriented fund will have the same meaning assigned to it in the proposed  
section 112A of the Act.

This amendment will take effect from 1st April, 2018.

Tax treatment of transactions in respect of trading in agricultural commodity derivatives
Speculative transactions is defined in section 43(5) of the Act. The proviso to the said section stipulates 
certain transactions to be non-speculative even though the contracts are settled otherwise than by the 
actual delivery or transfer of the commodity or scraps.

Clause (e) of the said proviso provides that trading in commodity derivatives carried out in a recognised 
stock exchange, which is chargeable to commodity transaction tax (CTT) is a non-speculative transaction.

CTT was introduced by the Finance Act, 2013 to bring transactions relating to non-agricultural commodity 
derivatives under the tax net while keeping the agricultural commodity derivatives exempt from CTT. 
Since no CTT is paid, the benefit of clause (e) of the proviso to clause (5) of the section 43 is not 
available to transaction in respect of trading of agricultural commodity derivatives and accordingly, such 
transactions were held to be speculative transactions.

In order to encourage participation in trading of agricultural commodity derivatives, it is proposed to 
amend the provisions of section 43(5) of the Act to provide that a transaction in respect of trading of 
agricultural commodity derivatives, which is not chargeable to CTT, in a registered stock exchange or a 
registered association, will be treated as a non-speculative transaction.

These amendments will take effect from 1st April, 2019. 

Presumptive income under section 44AE in case of goods carriage
Section 44AE of the Act inter alia provides that, profits and gains shall be deemed to be an amount equal 
to ` 500 per month or part of a month for each goods carriage or the amount claimed to be actually 
earned by the assessee, whichever is higher.

The current presumptive income scheme is applicable uniformly to all classes of goods carriages 
irrespective of their tonnage capacity – the only condition which needs to be fulfilled is that the assessee 
should not have owned more than 10 goods carriages at any time during the previous year. Accordingly, 
the transporters who owns (less than 10) large capacity/ size goods carriages are also availing the benefit 
of section 44AE. 

The legislative intent of introducing this provision was to give benefit to small transporters in order 
to reduce their compliance burden. Even though the profit margins of large capacity goods carriages 
are higher than small capacity goods carriages, the tax consequences are similar which is against the 
principle of tax equity.

It is therefore proposed to amend the said section 44AE of the Act to provide that, in the case of heavy 
goods vehicle (more than 12MT gross vehicle weight), income would deemed to be an amount equal to 
` 1,000 per ton of gross vehicle weight or unladen weight, as the case may be, per month or part of a 
month for each goods vehicle or the amount claimed to be actually earned by the assessee, whichever 
is higher. 

The vehicles other than heavy goods vehicle will continue to be taxed as per the existing rates.

These amendments will take effect 1st April, 2019. 
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Amendments in relation to notified Income Computation and Disclosure Standards [“ICDS”]
• In order to bring certainty in the wake of recent judicial pronouncements on the issue of 

applicability of ICDS, the following amendments are proposed in the Finance Bill 2018

— Section 36(1)(xviii) - To provide that marked to market loss or other expected loss as 
computed in the manner provided in ICDS notified under section 145(2) of the Act shall be 
allowed as a deduction.

— Section 40A - To provide that no deduction or allowance in respect of marked to  
market loss or other expected loss shall be allowed except as allowable under newly 
inserted 36(1)(xviii) of the Act. 

— Section 43AA - To provide that, subject to the provisions of section 43A, any gain or loss 
arising on account of effects of changes in foreign exchange rates in respect of specified 
foreign currency transactions shall be treated as income or loss, which shall be computed 
in the manner provided in ICDS as notified under 145(2) of the Act.

• Section 43BC - To provide that profits arising from a construction contract or a contract for 
providing services shall be determined on the basis of percentage of completion method except 
for certain service contracts, and that the contract revenue will include retention money, and 
contract cost will not to be reduced by incidental interest, dividend and capital gains.

• Section 145A of the Act is also proposed to be amended to provide that, for the purpose of 
determining the income chargeable under the head “Profits and gains of business or profession,—

— The valuation of inventory shall be made at lower of actual cost or net realizable value 
computed in the manner provided in ICDS under section 145(2).

— The valuation of purchase and sale of goods or services and of inventory shall be adjusted 
to include the amount of any tax, duty, cess or fee actually paid or incurred by the assessee 
to bring the goods or services to the place of its location and condition as on the date of 
valuation.

— Inventory being securities not listed, or listed but not quoted, on a recognised stock 
exchange, shall be valued at actual cost initially recognised in the manner provided in ICDS 
notified under section 145(2).

— Inventory being listed securities, shall be valued at lower of actual cost or net realisable 
value in the manner provided in ICDS notified under section 145(2) and for this purpose 
the comparison of actual cost and net realisable value shall be done category wise.

• Also, a new section 145B is proposed to be inserted to provide that:

— Interest received by an assessee on compensation or on enhanced compensation, shall be 
deemed to be the income of the year in which it is received.

— The claim for escalation of price in a contract or export incentives shall be deemed to be 
the income of the previous year in which reasonable certainty of its realisation is achieved.

— Income referred to in sub-clause (xviii) of clause (24) of section 2 shall be deemed to be 
the income of the previous year in which it is received, if not charged to income tax for 
any earlier previous year.
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These amendments are proposed to be made retrospectively w.e.f. 1st April, 2017 and will apply in 
relation to Assessment Year 2017-18 and subsequent years.

— Policy measures announced 
The Finance Minister in his Budget speech has announced the proposal to introduce additional measures 
for alternative investment funds. It is also proposed to introduce a separate policy for hybrid instruments 
for attracting foreign investments.

TAX ON CAPITAL GAINS
Long term capital gains exemption withdrawn [New section 112A] [Clause 31]
Long-term capital gains arising from transfer of equity shares in a company or a unit of equity oriented 
fund or a unit of a business trust, on which securities transaction tax is paid, was exempt from tax. 

The capital gains exemption regime for equity shares has resulted in business surpluses being invested 
in financial assets. Hence, it is proposed to withdraw the exemption and tax long-term capital gains 
exceeding ` 1,00,000 arising from transfer of equity shares in a company or a unit of equity oriented 
fund or a unit of a business trust at 10%. The concessional rate of 10% is applicable to all assessees 
(including Foreign Portfolio Investors) where Securities Transaction Tax (ST) has been paid on the 
acquisition and transfer of equity shares and on transfer of units. Unrealised long term capital gains up 
to 31 January 2018 are proposed to be grandfathered. 

• For computing capital gains, cost of acquisition of equity shares and units shall be higher of– 

— Actual cost of acquisition; or 

— Fair Market Value as on 31 January, 2018 or sale consideration, whichever is lower 

• Capital gains shall be computed without benefit of indexation or exchange rate fluctuations

This amendment will take effect from 1st April, 2019 and will accordingly, apply in relation to the 
Assessment Year 2019-2020 and subsequent years.

Conversion of inventory to capital asset taxable in the year of conversion [Amendment to section 2(24), 
section 2(42A) section 28 and section 49] 
[Clauses 3, 9 and 18]

Currently, the Act provides for taxability on conversion of capital asset to inventory; however, the Act is 
silent on conversion of inventory to capital asset. 

It is now proposed to tax conversion of inventory to capital asset as business income on the date of 
conversion. For this, the consideration shall be the fair market value to be determined in the prescribed 
manner. Consequently, for purposes of computing capital gains from transfer of converted capital asset, 
the fair market value on the date of conversion is proposed to be treated as the cost of acquisition and 
the period of holding shall be reckoned from the date of conversion of such capital asset.

This amendment will take effect from 1st April, 2019 and will, accordingly, apply in relation to the 
Assessment Year 2019-2020 and subsequent years.
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No adjustment to sale consideration on transfer of land or building or both [Amendment to  
section 43CA and section 50C] [Clause 14 and 19] 
Currently, while taxing income from capital gains or business profits arising from transactions in 
immovable property, the sale consideration or value adopted by the stamp valuation authority, whichever 
is higher is adopted. However, it was observed that variation may occur in respect of similar properties 
in the same area due to a variety of factors. 

Accordingly, it is proposed to amend section 50C to provide that no adjustment shall be made to 
sale consideration in respect of transfer of land or building or both, if the variance between the sale 
consideration and value adopted by the stamp valuation authority is not more than 5% of the sale 
consideration. 

Similar amendment is also proposed in section 43CA 

These amendments will take effect from 1st April, 2019 and will accordingly, apply in relation to the 
Assessment Year 2019-2020 and subsequent years.

Exemption on reinvestment of long term capital gains restricted [Amendment to section 54EC]  
[Clause 20]
It is proposed to restrict the benefit currently available to long-term capital gains on reinvestment in 
specified securities to long term capital gains arising from transfer of land or building or both. Further, 
the lock-in period for specified securities has been increased to 5 years

This amendment will take effect from 1st April, 2019 and will accordingly, apply in relation to the 
Assessment Year 2019-2020 and subsequent years.

Exemption from capital gains [Amendment to section 47] [Clause 17]
In order to promote development of world class financial infrastructure in India, it is proposed to 
exempt transfer by a non-resident of capital asset, being bond or global depositary receipt [referred to in  
section 115AC of the Act] or rupee denominated bond of an Indian company or derivative, on a 
recognized stock exchange located in International Financial Services Center, where consideration is paid/
payable in foreign currency.

This amendment will take effect from 1st April, 2019 and will accordingly, apply in relation to the 
Assessment Year 2019-2020 and subsequent years.

Taxation of long-term capital gains in the case of Foreign Institutional Investor [“FII”]
Consequent to the proposal for withdrawal of exemption under section 10(38) of the Act the provisions 
of section 115AD are proposed to be amended such that the similar long term capital gains arising to 
FIIs will also be taxable.

As in the case of domestic investors, the FIIs will also be liable to tax on such long term capital gains 
only in respect of amount of such gains exceeding ` 1,00,000. 

This amendment will take effect from 1st April, 2019.
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TDS REFERENCER – A.Y. 2019-20
Rate of TDS

Section 
under 

Income 

Tax Act, 
1961

Nature of Payment Threshold limit 
`

Tax rate 

%

Absence 
of valid 

PAN

192 Salary Taxable income Avg. Rate 20
192A Premature Withdrawal from EPF A/c 50,000 10 34.944
193 Interest on Securities 5,000 (Ind & 

HUF) (other the 
Govt. Securities)

10 20

10,000 (for 
Govt. securities) 

10 20

194 Deemed Dividend 2,500 (Ind) 10 20
194A Interest other than Interest on 

Securities by
Banks and post 
office (other 
than senior and 
very citizen)

10,000 10 20

Banks and post 
office (senior 
and very citizen)

50,000

Others 5,000 10 20
194B Lottery/Crossword Puzzle/Card Game/other 

Games
10,000 30 30

194BB Winnings from Horse Races 10,000 30 30
194C Contracts (Including Sub-Contract & 

Advertisements)
30,000 - Single 

payment 
1,00,000-  
Aggregate

1 (Ind & 
HUF) 2 

(Others)

20

194C- Contract– Transporter 
having no. of vehicles

10 or < 10 - - -
>10 30,000- Single 

payment 
1,00,000-  
Aggregate

1 (Ind & 
HUF) 2 

(Others)

20

194D Insurance Commission 15,000 5 20
194DA Payment of Life Insurance Maturity not exempt 

u/s 10(10D)
1,00,000 1 20

194E Payment to NR Sportsmen/Sports Association/ 
Entertainer

NIL 20 20

194EE Payments out of depos- its under NSS 2,500 10 20
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Section 
under 

Income 

Tax Act, 
1961

Nature of Payment Threshold limit 
`

Tax rate 

%

Absence 
of valid 

PAN

194F Repurchase of units by MF/UTI NIL 20 20
194G Commission on sale of lottery tickets 15,000 5 20
194H Commission or Brokerage 15,000 5 20
194I 

(subject 
to 

194IB)

Rent Land and 
building

1,80,000 10 20

Machinery, plant 
and furniture 

2

194IA Purchase of Immovable Property 50,00,000 1 20
194IB Rent for immoveable property (other than 194-I) 

payable by individual, HUF
50,000 per 

month
5 20

194IC Consideration (not in kind) for payment under 
agreement

No limit 10 20

194J Fees for Professional & 
Technical Services and Royalty)

Other than call 
centres 

30,000 10 20

Call centres 30,000 2
194J(1) 

(ba)
Remuneration to Directors (Other than Salary) NIL 10 20

194LA Compulsory Acquisition of Immovable Property 2,50,000 10 20
194LB Interest Payment to NR for Infrastructure Debt 

Fund
NIL 5 20

194LBA 
(1)

Income from units of a Business Trust/REIT to 
Resident

NIL 10 20

194LBA 
(2)

Income from units of a Business Trust to NR NIL 5 20

194LBA 
(3)

Income from units of a REIT to NR NIL Rates in 
Force

20

194LBB Income from units of 
Investment Fund [other than 
10(23FBB)]

Resident payee NIL 10 20
Other than 
resident

NIL Rates in 
Force

20

194LBC Income in respect of 
investment in securitization 
trust

Individual and 
HUF

NIL 25 25

Other (resident) 30 30
194LC Interest Payment by Indian companies to NR** NIL 5 20
194LD Interest on Rupee Denominated Bonds to NR NIL 5 20

There are no changes in Rates of TDS for A.Y. 2019-20. The above table is purely for reference purpose.
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ASSESSMENTS AND DISPUTE RESOLUTION
New scheme for scrutiny assessment
Procedure for assessments is prescribed in section 143 of the Act. Section 143(3) of the Act empowers 
the Assessing Officer to make an Order assessing the income or loss of the assessee and to determine 
the amount of tax payable/refundable based on such assessment.

It is proposed to prescribe a new scheme for the purpose of making assessments so as to impart greater 
transparency and accountability, by eliminating the interface between the Assessing Officer and the 
assessee, optimal utilization of the resources and introduction of team-based assessment.

Accordingly, it is proposed to amend section 143, by inserting a new sub-section (3A), to enable the 
Central Government to prescribe a new scheme for scrutiny assessments, by way of a notification in 
the Official Gazette.

It is further proposed to insert sub-section (3B) in the said section, enabling the Central Government to 
direct, by notification in the Official Gazette, that any of the provisions of this Act relating to assessment 
shall not apply, or shall apply with such exceptions, modifications and adaptations as may be specified 
therein. However, no such direction shall be issued after the 31 March 2020.

It is also proposed to insert sub-section (3C) in the said section, to provide that every notification issued 
under the sub-section (3A) and sub-section (3B), shall be laid before each House of Parliament, as soon 
as may be.

These amendments will take effect from 1st April, 2018.

Appeal against penalty imposed by the Commissioner of Income-tax (Appeals) under section 271J of 
the Act
It is proposed to amend the provisions of section 253 of the Act, to provide that an appeal can also be 
filed before the Income Tax Appellate Tribunal against an order passed by the Commissioner of Income-
tax (Appeals) levying penalty under section 271J of the Act (viz., the penalty for furnishing incorrect 
information in reports or certificates). 

This amendment will be applicable from 1st April, 2018.

Penalty for failure to furnish statement of financial transaction or reportable account
It is proposed to amend section 271FA of the Act as under:

Conditions when penalty is levied Existing quantum of 
penalty

Proposed quantum of 
penalty

If a person who is required to furnish 
the statement of financial transaction or 
reportable account fails to furnish such 
statement within the prescribed time

`  100 for everyday 
during which the failure 
continues

`  500 for everyday of 
default

If a person fails to furnish the statement of 
financial transaction or reportable account 
within the time specified in response to the 
notice issued to him 

`  500 for everyday 
during which the failure 
continues

` 1,000 for each day of 
continuing default 

This amendment will be applicable from 1st April, 2018.
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Rationalization of Section 276CC relating to prosecution for failure to furnish return 
The existing provisions of section 276CC of the Act inter-alia provides that no person shall be prosecuted 
for failure to furnish the return of income if the tax payable by him on the total income determined on 
regular assessment as reduced by the amount of the advance tax and TDS does not exceed ` 3,000.

It is now proposed to clarify that the above relaxation shall not be available to a assessee being a 
Company.

This amendment will be applicable from 1st April, 2018.

INTERNATIONAL TAXATION
Widening the scope of the term ‘business connection’ [Section 9(1)(i)]

Aligning with modified PE Rule as per MLI 
Under the existing provisions, if any person acting on behalf of the non-resident is habitually authorised 
to conclude contracts for the non-resident, then, such agent would constitute a business connection.

Based on the recommendations under BEPS Action Plan 7, the scope of dependent agent PE under DTAA 
is widened by MLI, to which India is also a signatory. 

It is proposed to amend the term ‘business connection’ to align it with the provisions in the DTAA. 
Accordingly, it is proposed that business connection shall also include any business activities carried 
through a person who, acting on behalf of the non-resident, habitually concludes contracts or habitually 
plays the principal role leading to conclusion of contracts by the non-resident and the contracts are: 

• in the name of the non-resident; or

• for the transfer of the ownership of, or for the granting of the right to use, property owned by 
that non-resident or that the non-resident has the right to use; or

• for the provision of services by that non-resident.

‘Business connection’ to include ‘significant economic presence’

The existing provisions provides for physical presence based nexus rule for taxation of business income 
of the non-resident in India. Therefore, emerging business models such as digitized businesses, which do 
not require physical presence of itself or any agent in India, is not covered within the scope of existing 
provisions. 

It is proposed to clarify that ‘significant economic presence’ of a non-resident in India shall constitute 
‘business connection’. Significant economic presence shall mean:

(i) any transaction in respect of any goods, services or property carried out by a non-resident in India 
including provision of download of data or software in India if the aggregate of payments arising 
from such transaction or transactions during the previous year exceeds the amount as may be 
prescribed; or

(ii) systematic and continuous soliciting of its business activities or engaging in interaction with such 
number of users as may be prescribed, in India through digital means.

These transactions or activities shall constitute significant economic presence in India, whether or not 
the non-resident has a physical presence in India or renders services in India. Only so much of income 
as is attributable to such transactions or activities shall be deemed to accrue or arise in India. 

This amendment will take effect from 1st April, 2019.
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Payments towards royalty or fees for technical services by the National Technical Research Organization 
[“NTRO”] to a non-resident to be exempt from tax
Currently, there is no exemption provided for income received by a non-resident from NTRO by way of 
royalty or fees for technical services.

Considering the business exigencies of the NTRO, it is proposed to insert a new clause (6D) in the said 
section 10 of the Act to exempt from any income arising to a non-resident from NTRO by way of royalty 
or fees for technical services rendered in or outside India.

This amendment will take effect from 1st April, 2018.

Exemption of income of Foreign Company from sale of leftover stock of crude oil on termination of 
agreement or arrangement
Currently, section 10(48A) of the Act provides that any income accruing or arising to a foreign company 
on account of sale of leftover stock of crude oil after the expiry of the agreement or arrangement is 
exempt from tax subject to conditions as may be notified by the Central Government. 

Presently, the benefit of exemption is not available on sale out of the leftover stock of crude in case of 
termination of the said agreement or the arrangement.

It is proposed to amend the aforesaid clause so as to provide that the benefit of tax exemption in respect 
of income from left over stock will be available even if the agreement or the arrangement is terminated 
in accordance with the terms mentioned therein.

This amendment will take effect from 1st April, 2019.

MAT relief for foreign company’s engaged in specified activities
A clarificatory amendment is also proposed in section 115JB of the Act to provide that the provisions of 
section 115JB of the Act shall not be applicable and shall be deemed never to have been applicable to an 
assessee, being a foreign company, if its total income comprises solely of profits and gains from business 
referred to in section 44B (special provision for computing profits and gains of shipping business in the 
case of non residents) or section 44BB (special provision for computing profits and gains in connection 
with the business of exploration, etc. of mineral oils) or section 44BBA (special provisions for computing 
profits and gains of the business of operation of aircraft in case of non-residents) or section 44BBB 
(special provision for computing profits and gains of foreign companies engaged in the business of civil 
construction, etc. in case of foreign companies) and such income has been offered to tax at the rates 
specified in the said sections.

This amendment being clarificatory in nature, will take effect retrospectively from 1st April, 2001.

TRANSFER PRICING
Country by Country Reporting 
The provisions for Country by Country (CbC) report in relation to a Multinational group under  
section 286 of the Income-tax Act, 1961 were introduced by the Finance Bill, 2017 basis the 
recommendations under Action Plan 13 of the OECD’s Base Erosion and Profit Shifting project. In this 
regard, following clarifications for the CbC reporting provided by the Finance Bill, 2018. 

• If the parent entity is not obligated to file CbC report, the Indian entity of the international group 
shall still be required to file the CbC report in India
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• Timelines

 The revised timelines to file CbC report is proposed to be as under:

Sr. No. Scenarios Timelines proposed
1 Filing by an Indian entity being the parent or 

alternate reporting entity within a multinational 
group 

12 months from the end of the 
reporting accounting year of the 
Indian entity

2 Filing by Indian entity under specific circumstance

a) Non-resident parent not obligated to file CbC 
report

b)  India does not have agreement providing for 
exchange of CbC report 

c)  Systemic failure of the country or territory

12 months from the end of the 
reporting accounting year

3 Filing by non-resident alternate reporting entity 
within a multinational group, the parent entity of 
which is outside India

The timelines prescribed in its 
respective country of residence

• For the purpose of CbC report exchange with other countries, the definition of the term 
“agreement” has been amended to include both, the Double Taxation Avoidance Agreement and 
the agreement for exchange of CbC report

• Further, the term “reporting accounting year” has been defined to mean the accounting year in 
respect of which the financial and operational results are required to be reflected in the report 

• These clarifications are proposed to have retrospective effect from 1st April, 2017 and therefore 
apply in relation to Assessment Year 2017-18 and subsequent Assessment Years.
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INDIRECT TAXES

HIGHLIGHTS
• First budget after implementation of GST so minimal announcement in relation to Service Tax and 

Excise.

• Focus on Make in India and therefore rates of Customs increased for some goods.

• Few retrospective exemptions have been proposed in erstwhile Service Tax Law.

• Excise Law Tariff also has undergone some changes. Relevant Notifications at Notification No. 
01/2018- Central Excise to 13/2018-Central Excise dated 02.02.2018.

• Education Cess (EC) and Secondary and Higher Education Cess (SHEC) levied at 2% and 1% 
respectively have been abolished.

• Changes in Customs Act, 1962. 

– Very welcome change in Section 28 relating to Adjudication, now time limit shall be fixed 
for the adjudication which is very welcome proposal. 

– Another notable change is in Section 128A i.e. providing power to remand to the 
Commissioner (Appeals) in specified circumstances. 

– Insertion of Section 25A and 25B providing exemption from Customs in certain situations 
of import of goods for repairing, processing or manufacturing which are sent back within 
1 year.

– The purview of Customs Act has been expanded to include any offence or contravention 
committed under this Act, outside India, by any person 

– Definition of ‘assessment’ has been amended to explicitly include factors such as 
classification, valuation, exemption or concession, quantity, weight & measure, origin and 
any other specific factor which impact the computation of Customs Duty within the scope

– Name of Central Board of Excise and Customs has been changed to Central Board of Indirect 
Taxes and Customs

– Definition of ‘Indian Custom Waters’ has been amended to extend its limit to ‘Exclusive 
Economic Zone’ of India 

– The facility for provisional assessment has been extended to cover export consignments as 
well

– Many other changes are there which are discussed later in this compilation.

• Changes in Customs Tariff. Relevant Notifications at Notification No. 06/2018-Customs to 
23/2018-Customs dated 02.02.2018.

• Social Welfare Surcharge levied as duty of Customs (in addition), on all goods specified in first 
schedule to the Customs Tariff Act at the rate of 10%. Purpose is to finance education, health and 
social security.
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• Road and Infrastructure Cess levied on products under sixth schedule. Purpose is to generate funds 
for infrastructure.

• Notifications shall be made applicable from 00 hours on 02.02.2018 (midnight on 01.02.2018). 

• Trade Facilitation Measures 

• To align with commitments of Central Government under Trade Facilitation Agreement, Board 
has been empowered to prescribe through regulations, trade facilitation measures or separate 
procedure or documentation for a class of importers or exporters or categories of goods for 
following: 

— Maintain transparency in import and export documentation and procedure; or

— Expedite clearance or release of goods entered for import or export; or

— Reduce the transaction cost of clearance of importing or exporting goods; or

— Maintain balance between customs control and facilitation of legitimate trade

• Central Government has been empowered to enter into reciprocal arrangement with Government/
competent authorities of foreign countries, for exchange of information to facilitate trade and 
broaden the scope of investigations under the Customs Act

• Introduction of a facility of electronic cash ledger for making payment under Customs Act in 
advance (to be effective from a date to be notified)

SERVICE TAX (RETROSPECTIVE AMENDMENT) 

Sr. 
No.

Proposed Amendment Clause of Finance 
Bill, 2018

1 Services provided or agreed to be provided by the Naval Group Insurance 
Fund by way of life insurance to personnel of Coast Guard, under the 
Group Insurance Schemes of the Central Government, are proposed to 
be exempted from service tax for the period commencing from 10th 
September, 2004 and ending with 30th June, 2017

Clause 103

2 Services provided or agreed to be provided by the Goods and Services Tax 
Network (GSTN) to the Central Government or State Governments or Union 
territories administration, are proposed to be exempted from service tax 
for the period commencing from 28th March, 2013 and ending with 30th 
June, 2017.

Clause 104

3 Consideration paid to the Government in the form of Government’s share 
of profit petroleum in respect of services provided or agreed to be provided 
by Government by way of grant of license or lease to explore or mine 
petroleum crude or natural gas or both, is proposed to be exempted from 
service tax for the period commencing from 1st April, 2016 and ending with 
30th June, 2017.

Clause 105

The above taxes if paid shall be allowed as refund. Refund application shall be made within six months 
from the date of enactment of Finance Act, 2018.
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CUSTOMS
Proposals for Amendment in Customs Act, 1962

Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
1 substitution of the expression

• “import manifest” with the expression “arrival manifest or import 
manifest” and 

• “export manifest” with the expression “departure manifest or export 
manifest”, throughout the Act,

so as to expand the scope of manifest, to include all goods carried by the 
conveyance, required to be delivered before its arrival and departure.

Clause 54

2 Section 1 of the Customs Act to be amended
so as to expand the scope of the said Act and make it applicable to a person 

who commits any offence or makes any contravention thereunder outside India

Clause 55

3 Section 2 is being amended so as to:
a) substitute the definition of assessment in sub-section (2);
b) to extend the limit of ‘Indian Customs Waters’ into the sea from the 

existing ‘Contiguous zone of India’ to the ‘Exclusive Economic Zone (EEZ)’ 
of India in sub- section (28);

c) provide that ‘notification’ would mean a ‘notification published in the 
Official Gazette’ and the word ‘notify’ would be construed accordingly 
(new sub-section 30AA refers).

Clause 56

4 Section 11 of the Customs Act so as to insert a new sub-section (3) therein,
• with effect from such date as the Central Government may, by notification, 

appoint,
• to provide that regulatory requirements relating to import or export of 

goods or class of goods or clearance thereof, in any other law or the rules 
or regulations made, or any order or notifications issued, thereunder, 
shall be required to be notified under this Act, with such exceptions or 
modifications or adaptations as the Central Government deems fit

Clause 57

5 Section 17 is being amended so as to:
a)  expand the scope of verification beyond self-assessment to all the entries 

made under section 46 or section 50 by amending sub-section (2) along 
with consequential changes in sub-section (3); 

b)  insert a new sub-section (2A) to provide legal backing for the risk-based 
selection of self-assessed Bill of Entry or Shipping Bill through appropriate 
selection criteria; 

c)  extend the scope of re-assessment by omitting specific reference to 
valuation, classification and exemption or concessions of duty availed 
consequent to any notification issued therefor under this Act from sub-
section (5); 

d)  omit sub-section (6), in view of the new dedicated Chapter for Audit;

Clause 58
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Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
6 Section 18 is being amended so as to:

(a)  cover export consignments under provisional assessment of duty by 
amending sub- section (1); 

(b)  insert a new sub-section (1A) to empower the Board to issue regulation for 
providing time-limit for the importer or exporter to submit the documents 
and information, if required, for finalization of provisional assessments and 
for the proper officer to finalize the provisional assessment; 

(c)  substitute the reference to section 28AB [which does not exist] with the 
reference to section 28AA retrospectively;

Clause 59

7 A new section 25A is being inserted, so as to empower the Central Government 
to exempt goods imported for repair, further processing or manufacture [‘Inward 
Processing of Goods’] from payment of whole or any part of duty of customs, 
leviable thereon subject to certain conditions.

Clause 60

8 A new section 25B is being inserted so as to empower Central Government 
to exempt goods re-imported after export for repair, further processing or 
manufacture [‘Outward Processing of Goods’] from payment of whole or any 
part of duty of customs, leviable thereon subject to certain conditions.

Clause 60

9 Section 28 is being amended so as to:
a)  insert a proviso in clause (a) of sub-section (1) to provide pre-notice 

consultation in cases not involving collusion, willful mis-statement, 
suppression before issue of demand notice. The manner of pre-notice 
consultation shall be provided in the regulations; 

(b)  insert a new sub-section (7A) to provide for issuance of supplementary 
show cause notice in circumstances and in such manner as may be 
prescribed through regulations within the existing time period; 

(c)  amend the existing sub-section (9) to: 
a.  provide a definite time frame of six months and one year for 

adjudication of demand notices depending upon whether charges 
of collusion, willful mis-statement, suppression have been invoked. 
These time periods shall be extendable by the officer senior to 
adjudicating authority for a further period of six months and one 
year respectively.

b.  provide that if the demand notice is not adjudicated even within the 
extended period, it would be deemed as if no demand had been 
issued. 

(d)  insert a new sub-section (9A) to provide certain grounds on account of 
which the time limit of six months or one year shall remain suspended and 
that the proper officer shall inform the person concerned the reasons for 
non-determination of duty or interest under sub-section (8) and in such 
cases the time specified in sub-section (9) shall apply not from the date 
of notice, but from the date when such reasons cease to exist. 

Clause 61
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Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
(e)  insert a new sub-section (10A) to provide that where an order for refund 

is modified in appeal and the amount of refund so determined is less than 
the amount refunded, the excess amount so refunded shall be recovered 
along with interest thereon at the applicable rate, from the date of refund 
up to the date of recovery, as a sum due to the Government. 

(f)  insert a new sub-section (10B) to provide a safeguard whereby if a 
demand notice issued under sub-section (4) is held not sustainable in 
any proceeding, including at any stage of appeal for the reason that the 
charges of collusion, willful mis-statement etc. have not been established 
against the person to whom the demand notice has been issued, then the 
said notice shall be deemed to have been issued under sub- section (1). 

(g)  insert an explanation that a notice issued for non-levy, non-payment, 
short-levy or short payment of duty or erroneous refund after 14th May, 
2015 but before the date on which the Finance Bill, 2018 receives the 
assent of the President, shall continue to be governed by the provisions of 
section 28 as it stood immediately before the date on which such assent 
is received.;

10 Section 28E is being amended so as to, -

(a)  omit clause (a) defining ‘activity’ as it is no longer relevant; 

(b)  substitute the existing definition of advance ruling so as to cover subjects 
beyond mere determination of duty; 

(c)  include a definition of ‘appellate authority’; 

(d)  substitute the definition of ‘applicant’ in order to make it broad based; 

(e)  define ‘authority’ as Customs Authority for Advance Ruling as referred to 
in section 28EA; 

(f)  substitute “Appellate Authority” in place of “authority” in clause (f)  
and (g).

Clause 62

11 A new section 28EA relating to ‘Customs Authority for Advance Rulings’ is being 
inserted, which empowers the Board to appoint officers of the rank of Principal 
Commissioner of Customs or Commissioner of Customs as Customs Authority 
for Advance Rulings by way of notification. Till such appointment by the Board, 
existing Authority shall continue to pronounce Advance Rulings.

Clause 63

12 Section 28F is being amended so as to substitute the word “Authority” with the 
words “Appellate Authority” and to provide that on appointment of Customs 
Authority for Advance Rulings, the applications and proceedings pending before 
the erstwhile Authority shall stand transferred to Customs Authority for Advance 
Rulings.

Clause 64
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Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
13 Section 28H is being amended so as to, -

(a)  amend clause (d) of sub-section (2) to include the word “tax” in addition 
to “duty” mentioned therein; 

(b)  insert clause (f) in sub-section (2) to enable Central Government to 
notify any other matter on which advance ruling can be sought by an 
applicant; 

(c) insert sub-section (5) to provide that an applicant may be represented by 
a duly authorized person who is a resident in India; 

(d)  add an explanation stating that the definition of resident shall be same as 
provided in clause (42) of section 2 of Income Tax Act, 1961.

Clause 65

14 Sub-section (6) of section 28-I is being amended to reduce the time from six 
months to three months within which the authority shall pronounce its advance 
ruling.

Clause 66

15 Section 28K is being amended so as to, -
(a)  omit the expression ‘after excluding the period beginning with the date 

of such advance ruling and ending with the date of order under this sub-
section’ in sub-section (1); 

(b)  insert a proviso to sub-section (1) so as to add a corresponding proviso 
to sub-section (7) of section 28 stating that the period beginning with the 
date of such advance ruling and ending with the date of order under this 
sub-section shall be excluded from the time period of two years and five 
years respectively specified in section 28. 

Clause 67

16 A new section 28KA [relating to Appeal provisions in respect of Advance Ruling] 
is being inserted so as to-
(a)  provide for appeal by an officer duly authorized by Board by 

notification, or by an applicant against the ruling or an order passed 
by Customs Authority for Advance Rulings to the Appellate Authority 
constituted under Section 245-O of the Income Tax Act; 

(b)  provide that the sections 28I and 28J shall apply mutatis mutandis to 
appeal proceedings. 

(c)  provide that this section shall come into force only when customs 
authority for advance ruling is appointed under section 28EA.  

Clause 68

17 Section 28L is being amended so as to substitute the word “Authority” with the 
words “Authority or Appellate Authority”

Clause 69

18 Section 28M is being substituted so as to, -
(a)  provide that the procedure to be followed by the Authority shall be as 

prescribed. 
(b)  provide that Appellate Authority shall, subject to provisions of this chapter, 

have power to regulate its own procedure in all matters arising out of the 
exercise of its powers under this act. 

Clause 70



30 Western India Regional Council of The Institute of Chartered Accountants of India

Union Budget 2018 – An Analytical Overview

Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
19 Section 30 is being amended so as to:

(a)  include export goods in addition to imported goods as part of the 
information provided in the manifest; 

(b)  provide for prescribing the manner of delivery of manifest through 
regulations.

Clause 71

20 Section 41 is being amended so as to:
(a)  include imported goods in addition to export goods as part of the 

information provided in the manifest; 
(b)  provide penalty provisions for late filing of manifest; 
(c)  provide for prescribing the manner of delivery of manifest through 

regulations.

Clause 72

21 Section 45 is being amended so as to provide for clearance of goods by other 
ways as may be prescribed in addition to existing system of clearance by the 
proper officer.

Clause 73

22 Section 46 is being amended so as to:
(a)  amend sub-section (1) to insert a reference to Customs Automated System 

and the manner of presentation of bill of entry; 
(b)  amend the proviso to sub-section (1) to insert a reference to Customs 

Automated System; and 
(c)  clarify the time limit for the prior presentation of bill of entry, by 

substituting the words, ‘within thirty days of’ with the words, ‘at any time 
not exceeding thirty days prior to’ in first proviso to sub-section (3); 

(d)  provide for such other documents, as may be prescribed in addition to 
invoice, by necessary insertion to that effect in sub-section (4);

(e)  insert a new sub-section (4A) so as to provide for observance of the 
accuracy, authenticity, validity of the declarations made by the importer 
under this section and compliance to the prohibitions or restrictions under 
this act or any other law for the time being in force. 

Clause 74

23 Section 47 is being amended so as to have a provision for clearance of goods 
by Customs Automated System in addition to existing clearance by the proper 
officer.

Clause 75

24 Section 50 is being amended so as to:
(a)  amend sub-section (1) to insert a reference to Customs Automated System 

and the manner of presentation of shipping bill or bill of export; 
(b)  amend the proviso to sub-section (1) to insert a reference to Customs 

Automated System; and 
(c)  insert a new sub-section (2A) so as to provide for observance of the 

accuracy, authenticity, validity of the declarations made by the exporter 
under this section and compliance to the prohibitions or restrictions under 
this act or any other law for the time being in force 

Clause 76



31Western India Regional Council of The Institute of Chartered Accountants of India

Union Budget 2018 – An Analytical Overview

Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
25 Section 51 is being amended so as to have a provision for clearance of goods 

by Customs Automated System in addition to existing clearance by the proper 
officer.

Clause 77

26 To insert Chapter VIIA on payments through electronic cash ledger with 
governing provisions in Section 51A to have a provision for advance deposit 
which would enable payment of duties, taxes, fee, interest, and penalty through 
electronic cash ledger. It is also proposed to issue regulations in this regard.

Clause 78

27 Section 54 is being amended so as to empower the Board to make regulations 
providing manner of presenting a bill of transshipment and declaration for 
transhipment

Clause 79

28 Section 60 is being amended so as to have a provision for clearance of goods 
by Customs Automated System in addition to existing clearance by the proper 
officer.

Clause 80

29 Section 68 is being amended so as to have a provision for clearance of goods 
by Customs Automated System in addition to existing clearance by the proper 
officer.

Clause 81

30 Section 69 is being amended so as to have a provision for clearance of goods 
by Customs Automated System in addition to existing clearance by the proper 
officer.

Clause 82

31 Clause (iii) of sub-section (1) of Section 74 is being amended so as to substitute 
the reference to section 82 with the reference to clause (a) of section 84, as 
section 82 stands omitted vide section 104 of Finance Act, 2017;

Clause 83

32 Sub-section (1) of Section 75 is being amended so as to substitute the reference 
to section 82 with the reference to clause (a) of section 84, as section 82 stands 
omitted vide section 104 of Finance Act, 2017;

Clause 84

33 Nomenclature of Chapter XI is being amended so as to include reference to 
courier.

Clause 85

34 Section 83 is being amended so as to include reference to goods imported or 
exported by courier through the authorized courier. The extant provisions in the 
section relate to goods imported or exported by post only.

Clause 86

35 Section 84 is being amended so as to include a reference to goods imported 
or exported by courier and to empower the Board to make regulations in 
this regard. The extant provisions in the section relate to goods imported or 
exported by post only.

Clause 87

36 A new Chapter XIIA and section 99A thereunder, is being inserted relating to 
Audit. The manner of conducting audit shall be provided in regulations.

Clause 88



32 Western India Regional Council of The Institute of Chartered Accountants of India

Union Budget 2018 – An Analytical Overview

Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
37 A new section 109A relating to ‘Controlled Delivery’ is being inserted, which 

seeks to authorize the proper officer or any other officer authorized by him to 
undertake Controlled Delivery of any consignment of goods to any destination 
in India or a foreign country. The section also provides, through an explanation, 
definition of controlled delivery. It also seeks to provide that controlled delivery 
shall be applicable on such consignment of goods and in such manner as may 
be prescribed in the regulations.

Clause 89

38 Section 110 of the Customs Act, 1962 is being amended so as to:
(a)  substitute the existing proviso to sub-section (2) to provide that the 

Principal Commissioner of Customs or Commissioner of Customs may, 
for reasons to be recorded in writing, extend the six months period by a 
period not exceeding six months and inform the person from whom such 
goods have been seized before the expiry of the time mentioned in the 
said sub-section; 

(b)  insert second proviso to sub-section (2) providing that where any order 
for provisional release of the seized goods has been passed under  
Section 110A, the aforesaid period of six months, mentioned in sub- 
section (2), shall not apply.  

Clause 90

39 Section 122 is being amended so as to substitute the existing clauses (b) and (c) 
to empower the Board to fix monetary limits for adjudication of cases by officers 
below the rank of Joint Commissioner by way of notification

Clause 91

40 Section 124 is being amended so as to insert a second proviso to provide for 
issuance of supplementary show cause notice under such circumstances and in 
such manner as may be prescribed through regulations

Clause 92

41 Section 125 of the Customs Act is being amended so as to:
(a)  insert a proviso to sub-section (1) to provide that where the demand 

proceedings against a noticee/co-noticees have been closed on grounds 
of having paid the dues mentioned in section 28, then the provisions 
of this section shall not be applicable if the goods are not prohibited or 
restricted; 

(b)  insert sub-section (3) to provide that where redemption fine has not been 
paid within a period of one hundred and twenty days from the date of 
option given under sub- section (1), then such option shall become void, 
except in cases where any appeal against such order is pending.; 

(c)  insert an explanation that for an order passed under sub-section (1) 
before the date on which the Finance Bill, 2018 receives the assent of the 
President, and no appeal against such order is pending, such option may 
be exercised within one hundred and twenty days from the date on which 
such assent is received.; 

Clause 93
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Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
42 Section 128A is being amended to allow Commissioner (Appeals) to remand 

back the matters to original adjudicating authority in specified categories of 
cases, namely:
i.  where an order or decision has been passed without following the 

principles of natural justice; or 
ii.  where no order or decision has been passed after re-assessment under 

section 17; or 
iii.  where an order of refund under section 27 has been issued crediting 

the amount to the Fund without recording any finding on the evidence 
produced by the applicant; 

Clause 94

43 A new section 143AA is being inserted to empower the Board to prescribe 
through regulations trade facilitation measures or separate procedure or 
documentation for a class of importers or exporters or for categories of goods 
or on the basis of the modes of transport of goods for:
(a)  maintenance of transparency in import and export documentation and 

procedure; or 
(b)  expeditious clearance or release of goods entered for import or export; 

or 

(c)  reduction in the transaction cost of clearance of importing or exporting 
goods; or 

(d)  maintenance of balance between customs control and facilitation of 
legitimate trade; 

Clause 95

44 A new section 151B on reciprocal arrangement for exchange of information is 
being inserted so as to:
(a)  authorize the Central Government to enter into an agreement or any other 

arrangement with the Government of any country or with such competent 
authorities of that country, as it deems fit, for facilitation of trade, 
enforcing the provisions of Customs Act and exchange of information for 
trade facilitation, effective risk analysis, verification of compliance and 
prevention, combating and investigation of offences under the provisions 
of this Act or under the corresponding laws in force in that country; 

(b)  authorize the Central Government to provide by a notification that the 
application of this section in relation to a contracting state with which 
reciprocal agreement or arrangements have been made, shall be subject 
to such conditions, exceptions or qualifications as are specified in the said 
notification;

(c)  utilize the information received under sub-section (1) as evidence in 
investigations and proceedings under this Act subject to provisions of sub-
section (2); 

Clause 96
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Sr. 
No.

Proposed Amendment Clause of 
Finance Bill, 

2018
(d)  where the Central Government has entered into a multilateral agreement 

for exchange of information or documents for purposes of verification of 
compliance in identified cases, the Board shall specify the procedure for 
such exchange, the conditions subject to which such exchange shall be 
made and designation of the person through whom such information shall 
be exchanged; 

(e)  insert a deeming provision that any agreement entered into or any other 
arrangement made by the Central Government prior to the date on 
which the Finance Bill, 2018 receives the assent of the President, shall 
be deemed to have been done or taken under the provisions of this 
Section; 

(f)  insert a definition of “contracting state” and “corresponding law” referred 
to in this section;

45 Section 153 is being substituted so as to align it with the provisions of the 
section 169 of the CGST Act to include Speed Post, Courier, and registered 
email as valid modes of delivery and in case of non-service by such means, to 
also provide for affixing it at some conspicuous place at the last known place 
of business or residence in addition to affixing it on the notice board of the 
Customs House etc.

Clause 97

46 Section 157 is being amended so as to empower the Board to make regulations 
relating to:
(a)  manner to deliver or present, a bill of entry, shipping bill, bill of export, 

import manifest, import report, export manifest, export report, bill of 
transshipment, declaration for transshipment, boat note and bill of coastal 
goods; 

(b)  time and manner of finalization of provisional assessment; 
(c)  manner of conducting pre-notice consultation; 
(d)  circumstances under which, and the manner of issuing supplementary 

notice; 
(e)  form and manner in which an application for advance ruling or appeal shall 

be made, and the procedure for the authority, under Chapter VB;
(f)  manner of clearance or removal of imported or export goods; 
(g)  documents to be furnished in relation to imported goods;
(h)  conditions, restrictions and the manner for deposits in electronic 

cash ledgers, the utilization and refund therefrom and the manner of 
maintaining such ledger; 

(i)  manner of conducting audit; 
(j)  goods for controlled delivery and the manner thereof; 
(k)  measures and the simplified or different procedures or documentation for 

a class of importers or exporters or categories of goods or on the basis of 
the modes of transport of goods. 

Clause 98
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Proposals for Amendment in Customs Tariff Act, 1975
Sr. 

No.
Proposed Amendment Clause of 

Finance Bill, 
2018

1 Section 3 is being amended so as to:

• For goods deposited in a warehouse post import and sold to any person 
before clearance for home consumption, the value for calculating the 
Integrated GST and Compensation cess at the time of filing Bill of Entry 
for home consumption, shall be higher of the following: 

• Import value under Section 14 of the Customs Act and duties of Customs; 
or 

• Transaction value (i.e. consideration for sale of such goods)

Clause 100

Proposals for Amendment in The First Schedule To The Customs Tariff Act, 1975

Notification No. 06/2018-Customs dated 02nd February, 2018 and Notification No. 22/2018-Customs 
dated 2nd February, 2018

AMENDMENTS

S. 
No.

Heading, sub-
heading tariff 

item

Commodity Rate of Duty

From To

A Amendments affecting rates of BCD [to be effective from 02.02.2018]* [Clause 101(a) of the 
Finance Bill, 2018]

Food Processing

1 2009 21 00 to 
2009 90 00

Fruit juices and vegetable juices including cranberry 
juice

30% 50%

Perfumes and toiletry preparations

2 3303 Perfumes and toilet waters 10% 20%

3 3304 Beauty or make-up preparations and preparations 
for the care of the skin (other than medicaments), 
including sunscreen or suntan preparations; 
manicure or pedicure preparations

10% 20%

4 3305 Preparations for use on the hair 10% 20%

5 3306 Preparations for oral or dental hygiene, including 
denture fixative pastes and powders; yarn used to 
clean between the teeth (dental floss), in individual 
retail packages

10% 20%
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AMENDMENTS

S. 
No.

Heading, sub-
heading tariff 

item

Commodity Rate of Duty

From To

6 3307 Pre-shave, shaving or after-shave preparations, 
personal deodorants, bath preparations, 
depilatories and other perfumery, cosmetic or 
toilet preparations, not elsewhere specified or 
included, prepared room deodorizers, whether or 
not perfumed or having disinfectant properties

10% 20%

Automobile parts 

7 4011 20 10 Truck and Bus radial tyres 10% 15%

8 8407, 8408, 8409, 
8483 10 91, 8483 
10 92, 8511, 8708, 
8714 10

Specified parts/accessories of motor vehicles, motor 
cars, motor cycles

7.5%/10% 15%

Footwear

9 6401, 6402, 6403, 
6404, 6405

Footwear 10% 20%

10 6406 Parts of footwear 10% 15%

Jewellery

11 7117 Imitation Jewellery 15% 20%

Electronics / Hardware

12 8517 12 Cellular mobile phones 15% 20%

13 3919 90 90, 3920 
99 99, 3926 90 
91, 3926 90 99, 
4016 99 90, 7318 
15 00, 7326 90 
99, 8504, 8506, 
8507, 8517 70 90, 
8518, 8538 90 00, 
8544 19, 8544 42, 
8544 49

Specified parts and accessories including lithium ion 
battery of cellular mobile phones

7.5%/10% 15%

14 8517 62 90 Smart watches / wearable devices 10% 20%

15 8529 10 99 8529 
90 90

LCD/LED/OLED panels and other parts of LCD/LED/
OLED TVs

7.5%/10% 15%

Furniture

16 9401 Seats and parts of seats [other than aircraft seats 
and their parts]

10% 20%
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AMENDMENTS

S. 
No.

Heading, sub-
heading tariff 

item

Commodity Rate of Duty

From To

17 9403 Other furniture and parts 10% 20%

18 9404 Mattresses supports; articles of bedding and similar 
furnishing

10% 20%

19 9405 Lamps and lighting fitting, illuminated signs, 
illuminated name plates and the like [except solar 
lanterns or solar lamps]

10% 20%

Watches and Clocks

20 9101, 9102 Wrist watches, pocket watches and other watches, 
including stop watches

10% 20%

21 9103 Clocks with watch movements 10% 20%

22 9105 Other clocks, including alarm clocks 10% 20%

Toys and Games

23 9503 Tricycles, scooters, pedal cars and similar wheeled 
toys; dolls’ carriages; dolls; other toys; puzzles of 
all kinds

10% 20%

24 9504 Video game consoles and machines, articles for 
funfair, table or parlor games and automatic 
bowling alley equipment

10% 20%

25 9505 Festive, carnival or other entertainment articles 10% 20%

26 9506 [except 9506 
91]

Articles and equipment for sports or outdoor 
games, swimming pools and paddling pools [other 
than articles and equipment for general physical 
exercise, gymnastics or athletics]

10% 20%

27 9507 Fishing rods, fishing-hooks and other line fishing 
tackle; fish landing nets, butter fly nets and similar 
nets; decoy birds and similar hunting or shooting 
requisites

10% 20%

28 9508 Roundabouts, swings, shooting galleries and other 
fairground amusements; travelling circuses, traveling 
menageries and travelling theatres

10% 20%

Miscellaneous items

29 3406 Candles, tapers and the like 10% 25%

30 4823 90 90 Kites 10% 20%

31 9004 10 Sunglasses 10% 20%
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AMENDMENTS

S. 
No.

Heading, sub-
heading tariff 

item

Commodity Rate of Duty

From To

32 9611 Date, sealing or numbering stamps, and the like 10% 20%

33 9613 Cigarette lighters and other lighters, whether or not 
mechanical or electrical, and parts thereof other 
than flints and wicks.

10% 20%

34 9616 Scent sprays and similar toilet sprays, and mounts 
and heads therefor; powder-puffs and pads for the 
application of cosmetic or toilet preparations.

10% 20%

B. Amendments not affecting rates of duty [to be effective from 02.02.2018]* [Clause 101(a) of 
the Finance Bill, 2018]

1 8507 60 00 Tariff rate of BCD on Lithium-ion batteries 

[The effective rate of import duty on Lithium-ion 
batteries [except those for cellular mobile phones 
will, however, remain unchanged at 10%.]

10% 20%

2 9018, 9019, 9020, 
9021 9022

Tariff rate of BCD on medical devices

[The effective rates of BCD on such medical devices 
will, however, remain unchanged.]

7.5% 10%

C. Technical amendment not affecting rates of duty [Clause 101(b) of the Finance Bill, 2018]

1 Bifurcate the tariff item 0713 31 00 to create separate tariff items each for Moong Dal and Urad 
Dal.

2 Omit tariff item 0904 22 12 and entries relating thereto and create new tariff item 1209 91 70, 
in relation to chilly seed of genus capsicum.

3 Amend the tariff item 2917 39 20 to specify the isomers it covers.

*Will come into effect immediately owing to a declaration under the Provisional Collection of Taxes 
Act, 1931.

Proposals for Amendment in The Second Schedule To The Customs Tariff Act, 1975

Notification No. 23/2018 - Customs dated 02nd February, 2018
S. 

No. 
Amendment Rate of Duty

From To

A Amendments not affecting rates of Export duty
1. To insert a new Note to specify Nil rate of duty in respect of all  

other goods which are not covered under column (2) of the Schedule. 
[Clause 102 (a) of the Finance Bill, 2018]

-- --
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S. 
No. 

Amendment Rate of Duty

From To

2 Electrodes of a kind used for furnaces [Clause 102 (b) of the Finance 
Bill, 2018]*

[Introduction of 20% Tariff rate of Export Duty on Electrodes of a kind 
used for furnaces (8545 11 00). The effective rate of Export duty on such 
electrodes will, however, remain Nil] 

-- 20%

*Will come into effect immediately owing to a declaration under the Provisional Collection of Taxes 
Act, 1931.

Other Proposals Involving Changes In Basic Customs Duty Rates 
S. 

No.
Heading, sub-
heading tariff 

item

Commodity From To

Food processing
1 0801 31 00 Cashew nuts in shell [Raw cashew] 5% 2.5%
2 2009 11 00  

2009 12 00  
2009 19 00

Orange fruit juice 30% 35%

3 2009 81 00,  
2009 90 00

Cranberry Juice 10% 50%

4 2106 90 Miscellaneous Food preparations (other than soya 
protein)

30% 50%

Textiles
5 5007 Silk Fabrics Notification No. 14/2018-Customs dated 

02nd February, 2018
10% 20%

Capital Goods and Electronics
6 8504 90 90/ 

3926 90 99
Printed Circuit Board Assembly (PCBA) of charger/
adapter and moulded plastics of charger/adapter of 
cellular mobile phones

Nil 10%

7 Any Chapter Inputs or parts for manufacture of:

a)  PCBA, or
b)  moulded plastics
of charger/adapter of cellular mobile phones of 
cellular mobile phones

Applicable 
Rate

Nil

8 8483 40 00, 
8466 93 90, 
8537 10 00

Ball screws, linear motion guides, CNC systems 
for manufacture of all types of CNC machine tools 
falling under headings 8456 to 8463

7.5% 2.5%

9 70 Solar tempered glass or solar tempered [anti-
reflective coated] glass for manufacture of solar 
cells /panels/modules

5% Nil
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S. 
No.

Heading, sub-
heading tariff 

item

Commodity From To

10 70 Preform of silica for use in the manufacture of 
telecommunication grade optical fibres or optical 
fibre cables

Nil 5%

11 8529/4016 12 specified parts for manufacture of LCD/LED TV 
panels

Nil 10%

Automobile and Automobile parts
12 8702, 8703, 

8704, 8711
CKD imports of motor vehicles, motor cars, motor 
cycles

10% 15%

13 8702, 8704 CBU imports of motor vehicles 20% 25%
Diamonds and Precious stones

14 71 Cut and polished colored gemstones; 2.5% 5%
15 71 Diamonds including lab grown diamonds-semi 

processed, half-cut or broken; non-industrial 
diamonds including lab-grown diamonds (other 
than rough diamonds), including cut and polished 
diamonds

2.5% 5%

Medical Devices
16 Any Chapter Raw materials, parts or accessories for the 

manufacture of Cochlear Implants
2.5% Nil

Rationalization in Customs duty rates
Edible oils of vegetable origin

17 1508, 1509, 
1510,1512, 
1513, 1515

Crude edible vegetable oils like Ground nut oil, Olive 
oil, Cotton seed oil, Safflower seed oil, Saffola oil, 
Coconut oil, Palm Kernel/Babassu oil, Linseed oil, 
Maize corn oil, Castor oil, Sesame oil, other fixed 
vegetable fats and oils.

12.5% 30%

18 1508, 1509, 
1510,1512, 
1513, 1515, 
1516 20, 
1517 10 21, 
1517 90 10, 
1518 00 11, 
1518 00 21, 
1518 00 31

Refined edible vegetable oils, like Ground nut oil, 
Olive oil, Cotton seed oil, Safflower seed oil, Saffola 
oil, Coconut oil, Palm Kernel/Babassu oil, Linseed 
oil, Maize corn oil, Castor oil, Sesame oil, other 
fixed vegetable fats and oils, edible margarine of 
vegetable origin, Sal fat; specified goods of heading 
1518

20% 35%

Refractory Items
19 6815 91 00 Other articles of stone containing magnesite, 

dolomite or chromite
10% 7.5%

20 6901 Bricks, blocks, tiles and other ceramic goods of 
siliceous fossil meals or of similar siliceous earths

10% 7.5%
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S. 
No.

Heading, sub-
heading tariff 

item

Commodity From To

21 6902 Refractory bricks, blocks, tiles and similar refractory 
ceramic constructional goods, other than those of 
siliceous fossil meals or similar siliceous earths

5% 7.5%

22 6903 Other refractory ceramic goods 5% 7.5%

Levy of Social Welfare Surcharge, as a duty of Customs on imported goods [Clause 108 of the Finance 
Bill, 2018]

Notification No. 11/2018 - Customs dated 02nd February, 2018,

Notification No. 12/2018 - Customs dated 02nd February, 2018 and

Notification No. 13/2018 - Customs dated 02nd February, 2018
S. 

No.
Heading, sub-
heading tariff 

item

Description From To

1 Any chapter Levy of Social Welfare Surcharge on 
imported goods to finance education, 
housing and social security [clause 108 of 
Finance Bill, 2018]

NA 10% of 
aggregate 
duties of 
customs

2 Any chapter Abolition of Education Cess and Secondary 
and Higher Education Cess on imported 
goods [clause 106 of Finance Bill, 2018]

3% of 
aggregate 
duties of 

customs [2% 
+ 1%]

Nil

3 2710 Motor spirit commonly known as petrol 
and high speed diesel oil

NA 3% of 
aggregate 
duties of 
customs

4 7106 Silver (including silver plated with gold 
or platinum), unwrought or in semi-
manufactured form, or in powder form

NA 3% of 
aggregate 
duties of 
customs

5 7108 Gold (including gold plated with platinum), 
unwrought or in semi-manufactured form, 
or in powder form

NA 3% of 
aggregate 
duties of 
customs

6 Any Chapter Specified goods hitherto exempt from 
Education Cess and Secondary and Higher 
Education Cess on imported goods

NA Nil

*NA — Not Applicable or newly introduced.
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Levy of the Road and Infrastructure Cess [Clause 109 of the Finance Bill, 2018] 
S. 

No.
Heading, sub-
heading tariff 

item

Description From To

1 2710 Levy of Road and Infrastructure Cess on 
imported motor spirit commonly known 
as petrol and high speed diesel oil [clause 
109 of Finance Bill, 2018]

-- ` 8/- litre

2 2710 Exemption from additional duty of 
customs leviable under section 3(1) of 
the Customs Tariff Act, 1975 in lieu of the 
proposed Road and Infrastructure cess 
on domestically produced motor spirit 
commonly known as petrol and high speed 
diesel oil

Notification No. 21/2018-Customs dated 
02nd February, 2018

-- Nil

3 2710 Abolition of Additional Duty of Customs 
[Road Cess] on imported motor spirit 
commonly known as petrol and high speed 
diesel oil [Clause 106 of Finance Bill, 2018]

Notification No. 15/2018-Customs, 
16/2018-Customs, 17/2018-Customs and 
Notification No. 18/2018-Customs dated 
02nd February, 2018 

` 6/- litre Nil

4 Additional duty of customs under sections 3(1) of the Customs 
Tariff Act, 1975 in lieu of basic excise duty
2710 (i) Motor spirit commonly known as petrol ` 6.48/- litre ` 4.48/- litre
2710 (ii) High speed diesel oil ` 8.33/- litre ` 6.33/- litre

*NA — Not Applicable or newly introduced.

CENTRAL EXCISE
Note: “Basic Excise Duty” means the excise duty set forth in the Fourth Schedule to the Central Excise 
Act, 1944.

I.  Proposals Involving Change in Excise Duty Rates
Commodity Rate of Duty

From To

Motor spirit commonly known as petrol and high speed diesel oil
1. Levy of Road and Infrastructure Cess on motor spirit commonly 

known as petrol and high speed diesel oil [clause 110 of 
Finance Bill, 2018]

-- ` 8/- litre
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Commodity Rate of Duty
From To

2. Abolition of Additional Duty of Excise [Road Cess] on motor 
spirit commonly known as petrol and high speed diesel oil 
[clause 106 of Finance Bill, 2018]

Notification No. 07/2018-Central Excise dated 02nd February, 
2018 and Notification No. 08/2018-Central Excise dated 02nd 
February, 2018 

` 6/- litre Nil

3. Basic excise duty on:

Notification No. 09/2018-Central Excise dated 02nd February, 
2018  

(i)  Unbranded Petrol ` 6.48/- litre ` 4.48/- 
litre

(ii)  Branded petrol ` 7.66/- litre ` 5.66/- 
litre

(iii)  Unbranded diesel ` 8.33/- litre ` 6.33/- 
litre

(iv)  Branded diesel ` 10.69/- litre ` 8.69/- 
litre

4. Road and Infrastructure Cess on

(i)  5% ethanol blended petrol,
(ii)  10% ethanol blended petrol and
(iii)  bio-diesel, up to 20% by volume,
subject to the condition that appropriate excise duties have 
been paid on petrol or diesel and appropriate GST has been 
paid on ethanol or bio-diesel used for making such blends

Notification No. 11/2018-Central Excise dated 02nd February, 
2018, Notification No. 12/2018-Central Excise dated 02nd 
February, 2018 and Notification No. 13/2018-Central Excise 
dated 02nd February, 2018

NA Nil

5. Road and Infrastructure Cess on petrol and diesel manufactured 
in and cleared from 4 specified refineries located in the North-
East

Notification No. 10/2018-Central Excise dated 02nd February, 
2018 

NA ` 4/- litre
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MISCELLANEOUS

S. 
No.

Amendment Clause of the 
Finance Bill, 

2018

A. Amendment in notification No. 50/2017-Customs

Notification No. 65/2017-Customs dated 8th July 2017 amending notification 
No. 50/2017-Customs dated 30th June 2017 is proposed to be given 
retrospective effect so as to exempt integrated tax leviable under section 3(7) 
of the Customs Tariff Act, 1975 on aircrafts, aircraft engines and other aircraft 
parts imported under cross-border lease during the period from the 1st July, 
2017 to the 7th July, 2017 subject to the payment of Integrated tax leviable 
under section 5(1) of the IGST Act, 2017 on the said supply.

99

B. Renaming of Central Board of Excise and Customs as the Central Board of 
Indirect Taxes and Customs

Name of Central Board of Excise and Customs is being changed to Central 
Board of Indirect Taxes and Customs with consequential amendments in the 
following Acts:—

i.  The Central Boards of Revenue Act, 1963 (54 of 1963)
ii.  The Customs Act, 1962 (52 of 1962)
iii.  The Central Goods and Services Tax Act, 2017 (12 of 2017) 

[157 and 218]

C. REPEAL OF CERTAIN ENACTMENTS

1. Additional duty of Customs on Motor Spirit commonly known as Petrol is 
being abolished by repealing section 103 of the Finance Act (No. 2), 1998

106

2. Additional duty of Excise on Motor Spirit commonly known as Petrol is being 
abolished by repealing section 111 of the Finance Act (No. 2), 1998

106

3. Additional duty of Customs on High Speed Diesel oil is being abolished by 
repealing section 116 of the Finance Act, 1999

106

4. Additional duty of Excise on High Speed Diesel oil is being abolished by 
repealing section 133 of the Finance Act, 1999

106

5. Education Cess on imported goods is being abolished by omitting Chapter VI 
of the Finance Act (No. 2), 2004

Notification No. 07/2018-Customs dated 02nd February, 2018

106

6. Secondary and Higher Education Cess on imported goods is being abolished 
by omitting Chapter VI of the Finance Act, 2007

Notification No. 08/2018-Customs dated 02nd February, 2018

106
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Structure of Advance Rulings
Section 245-O provides for the constitution of an Authority for Advance Rulings, and constitution of its 
benches, for giving advance rulings under Chapter XIX-B of the Act or under Chapter V of the Customs 
Act, 1962 or under Chapter IIIA of the Central Excise Act, 1944 or under Chapter VA of the Finance  
Act, 1994.

In view of the proposed constitution of new Customs Authority for Advance Ruling under section 28EA 
of the Customs Act, it is proposed to amend the provisions of section 245-O so as to provide that such 
Authority shall cease to act as an Authority for Advance Rulings, and shall act as an Appellate Authority 
for the purpose of Chapter V of the Customs Act, 1962 from the date of appointment of Customs 
Authority for Advance Rulings under section 28EA of the Customs Act, 1962.

It is further proposed that such Authority shall not admit any appeal against any ruling or order passed 
earlier by it in the capacity of Authority for Advance ruling after the date of appointment of Customs 
Authority for Advance Rulings under section 28EA of the Customs Act, 1962.

In order to avoid overlapping, it is also proposed that where the Authority is dealing with an application 
seeking advance ruling in the matters of the Act, the Revenue Member shall be the Member referred to 
in sub-clause (i) of clause (c) of sub-section (3).

These amendments will take effect from 1st April, 2018. 

EXPLANATORY MEMORANDUM TO NOTIFICATION
Explanatory memorandum to Notifications no. 6/2018-Customs to 23/2018-Customs all Dated 2nd 
February 2018:-

S. NO. Notification No. Description

1. 6/2018 Seeks to further amend notification No. 50/2017- Customs dated the 
30th June so as to prescribe effective rate of basic customs duty (BCD) 
consequent to the changes proposed in the Union Budget 2018-19

2. 7/2018 Seeks to exempt levy of the whole of the Education Cess on all goods in 
the First schedule to the Customs Tariff Act, 1975

3. 8/2018 Seeks to exempt levy of the whole of the Secondary and Higher 
Education Cess on all goods in the First schedule to the Customs Tariff 
Act, 1975

4. 9/2018 Seeks to rescind notification No. 69/2004-Customs dated 09.07.2004 
exempting specified goods from the levy of Education Cess.

5. 10/2018 Seeks to rescind notification No. 28/2007-Customs dated 01.03.2007 
exempting specified goods from the levy of Secondary and Higher 
Education Cess.

6. 11/2018 Seeks to exempt specified goods from the whole of levy of Social 
Welfare Surcharge

7. 12/2018 Seeks to exempt specified goods from the of levy of Social Welfare 
Surcharge in excess of 3%
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S. NO. Notification No. Description

8. 13/2018 Seeks to exempt Integrated tax and Goods and Services Tax 
compensation cess on imported goods from the whole of levy of Social 
Welfare Surcharge

9. 14/2018 Seeks to amend notification No. 82/2017-Customs dated the 27th 
October 2017 to increase the effective rate of BCD on silk fabrics from 
10% to 20%

10. 15/2018 Seeks to rescind notification No. 6/2015-Customs dated 01.03.2015

11. 16/2018 Seeks to rescind notification No. 7/2015-Customs dated 01.03.2015

12. 17/2018 Seeks to rescind notification No. 57/98-Customs dated 01.08.1998

13. 18/2018 Seeks to rescind notification No. 59/99-Customs dated 11.05.1999

14. 19/2018 Seeks to exempt Additional Duty of Customs (Road Cess) levied under 
section 103 of the Finance (No.2) Act, 1998

15. 20/2018 Seeks to exempt Additional Duty of Customs (Road Cess) levied under 
section 116 of the Finance Act, 1999

16. 21/2018 Seeks to exempt Additional Duty of Customs (CVD), in lieu of Additional 
Duty of Excise (Road and Infrastructure Cess) levied under clause 110 
of the Finance Bill, 2018

17. 22/2018 Seeks to further amend notification No. 57/2017-Customs dated the 
30th June, 2017 so as to prescribe effective rates of BCD on specified 
parts of cellular mobile phones and other electronic goods

18. 23/2018 Seeks to further amend notification No. 27/2011-Customs dated the 1st 
March, 2011 so as to prescribe ‘Nil’ rate of export duty on Electrodes of 
a kind used for furnaces

Explanatory memorandum to Notifications no. 01/2018-Central Excise to 13/2018- Central Excise all 
Dated 2nd February 2018:-

S. NO. Notification No. Description

1. 1/2018 Seeks to rescind notification No. 10/2015-Central Excise dated 
01.03.2015

2. 2/2018 Seeks to rescind notification No. 11/2015-Central Excise dated 
01.03.2015

3. 3/2018 Seeks to rescind notification No. 38/2004-Central Excise dated 
04.08.2004

4. 4/2018 Seeks to rescind notification No. 62/2008-Central Excise dated 
24.12.2008

5. 5/2018 Seeks to rescind notification No. 21/2009-Central Excise dated 
07.07.2009
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S. NO. Notification No. Description

6. 6/2018 Seeks to rescind notification No. 29/2002-Central Excise dated 
13.05.2002

7. 7/2018 Seeks to exempt Additional Duty of Excise (Road Cess), levied under 
section 111 of the Finance (No.2) Act, 1998

8. 8/2018 Seeks to exempt Additional Duty of Excise (Road Cess), levied under 
section 133 of the Finance Act, 1999

9. 9/2018 Seeks to amend the notification No. 11/2017 dated 30.06.2017 so as to 
reduce the rate of Basic Excise Duty (BED) on petrol diesel by ` 2/- per 
litre.

10. 10/2018 Seeks to exempt duties of excise on the goods falling within the Fourth 
Schedule to the Central Excise Act, 1944, in excess of amount calculated 
at the rate of 50%

11. 11/2018 Seeks to exempt the 5% ethanol blended petrol from the additional duty 
of excise (road and infrastructure cess) levied under clause 110 of the 
Finance Bill 2018.

12. 12/2018 Seeks to exempt the 10% ethanol blended petrol from the additional 
duty of excise (road and infrastructure cess) levied under clause 110 of 
the Finance Bill 2018.

13. 13/2018 Seeks to exempt high speed diesel oil blended with alkyl esters of long 
chain fatty acids obtained from vegetables oils, commonly known as 
bio-diesels, up to 20% by volume, that is, a blend, consisting 80% or 
more of high speed diesel oil from the additional duty of excise (road 
and infrastructure cess) levied under clause 110 of the Finance Bill 2018.
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IMPACT ON FINANCIAL MARKETS  

ANALYSIS OF UNION BUDGET 2018

SECTOR WISE ANALYSIS

Sectoral Focus Proposal Effect

Agriculture MSP @ 1.5x Ensure a good yield to 
farmers

Prime Minister aims to double farm income by 2022 FM Arun Jaitley’s focus 
on farmers and rural 
economy to boost 2W, 
tractors industry

Focus on NAMs (Online portal to connect agriculture 
mandis)

Good prices for farmers

PSU Banks FM says banks ready to support growth PSU bank recap will allow 
banks to give additional 
lending of ` 5 lakh crore

Education Government to invest ` 100000 crore in development of 
premium education infrastructure over next four years

Good opportunities in 
education sector and good 
quality of teachers

Health National Health Protection Scheme for 10 crore families. 
The scheme will give ` 5 lakh per family per year

Health care sector

Textile Allocate ` 7148 cr to Textile Sector Textiles

Food Sector The allocation for the sector has been doubled to  
` 1400 crore

Advantage Food Sector

Trains The Government will spend around ` 40,000 crore on 
upgrading the Mumbai’s train systems.

Mumbaikars

Infrastructure The Government has planned 99 smart cities with 
outlay of ` 2.04 lakh crore

Good for Infra companies

Aviation Airports Authority of India now has 124 airports, this 
will be expanded by 5 times

This will be expanded

Cryptocurrency Government does not consider Cryptocurrencies as 
Legal Tender

Reduced Corp Tax of 25 per cent To Companies With  
` 250 Crore

Good for small companies
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Sectoral Focus Proposal Effect

Senior Citizen Deduction for Health Insurance raised to 
` 50,000

Good for Senior Citizen

Women Free LPG connection to 80 million women Women empowerment

Insurance National Insurance co, Oriental Insurance co. and 
United Assurance co. to be merged into one entity and 
subsequently listed

Synchronisation of 
General Insurance

SME funding Target for loan disbursement under Mudra scheme set 
at ` 3 trillion for next fiscal

Advantage to SME

General Welfare Cooking gas being given free to poor under PMUY Socail Upliftment

General Welfare 40 mn unconnected being provided electricity 
connection

Wide coverage of 
Electrification

General Welfare Stent prices slashed Health welfare

  

CHEAPER OR COSTLIER

What is costlier? Footwear, Laptop, Cars & Motorcycle, Cigarettes, Perfumes, Television, Gold 
& Silver

What is cheaper? LNG, Solar panels & Cashews

IMPACT ON INVESTOR
• Considering the four potential sources of uncertainties viz. Fed Rate Hikes, upswing in commodity 

prices; specifically, oil, rising inflation amid geo political tensions, the focus continues to remain 
on macro stability.

• Government bond yields reacted negatively after the Finance Minister projected a Fiscal Deficit 
of 3.3% of GDP for the year 2018-19. The Revised Fiscal Deficit estimates for 2017-18 were put 
at ` 5.95 lakh crore at 3.5% of GDP.

• As visibility of further rate cuts diminishes, it would be prudent to remain at the shorter/medium 
end of the curve.

IMPACT ON EQUITY MARKET

• The last full Budget of the present Government, presented by Hon‘ble Finance Minister Arun 
Jaitleyji, to dedicated the fiscal space to farmers, poor, rural population and small businesses. It 
also proposed to provide housing to all poor in the country by 2022.
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• The FM levied 10% tax on Long Term Capital Gains (LTCG) exceeding ` 1 lakh, without allowing any 
indexation benefit. However, all gains up to 31st January, 2018 will be grandfathered. Proposed to 
introduce tax on distributed income by equity oriented mutual funds at the rate of 10%. Proposed 
to increase cess on personal income tax and corporation tax to 4% from present 3%. 

• While, the impact of 2018 budget is positive for Agriculture and Food Processing sector, 
Infrastructure sector, Affordable housing sector, Health insurance industry and the textile sector.
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