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After a pre-election, populist Budget in February, the Modi government presented a Union

Budget that aims to boost investment at a time when the economy is showing signs of

slowdown. Taking a pragmatic approach, FM Nirmala Sitharaman announced no changes in

personal income tax rates but levied additional surcharge on the super rich earning more than

Rs 2 crore annually to help the government to pay for recapitalizing banks and supporting small

business in a bid to revive sagging growth. However, it's not that only the rich have been asked

to shoulder the burden of the country's finances. Petrol and diesel prices will increase by Rs 2 a

liters from Saturday after the Union Budget proposed a hike in cess and duties. She also sought

to spur growth with reduction in corporate tax and sops to housing sector, startups and electric

vehicles.

Among key announcements, Sitharaman said digital payments will get cheaper, govt will launch

an ATM-like One Nation One Card for pan-India travel and a new model rental laws will be

unveiled to boost affordable housing and also announced plans to sell India’s first global

sovereign bonds and ease rules for overseas investors to help revive economic growth -- amid

much table-thumping by her party members and allies as the opposition silently looked on.

Further, We have detailed our analysis on all key budget proposals in the below paragraphs for

your better understanding on Union Budget 2019.

INTRODUCTION
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ECONOMIC INDICATORS
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INFLATION AND FISCAL 

DEVELOPMENTS

BUDGET PROPOSAL ON GROWTH

MACRO ECONOMIC STABILITY 

AND GDP GROWTH

REVENUE EXPENDITURE AND 

CAPITAL PAYMENTS
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 Indian economy moderated in 2018-19 with a growth of 6.8 per cent, slightly lower than 7.2 per cent in 2017-18. Yet, India continued to be the

fastest growing major economy in the world.

 This moderation in GDP growth momentum is mainly attributed to the lower growth in 'agriculture & allied' sector, and in services sector, the

growth of gross value added (GVA) at constant (2011-12) basic prices was 6.6 percent in 2018-19, as compared to the growth of 6.9 percent

achieved in 2017-18. The growth in agriculture, industry and services was 2.9 percent, 6.9 percent and 7.5 percent respectively in 2018-19, as

compared to 5.0 percent, 5.9 percent and 8.1 percent respectively in 2017-18

 India is the seventh largest economy in terms of Gross Domestic Product (GDP) in current US$ and has emerged as the fastest growing major

economy (US$ 2.7 trillion ). The average growth rate of India was not only higher than China’s during 2014-15 to 2017-18 but much higher than that

of other top major economies
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 The GDP growth rate is averaged at 7.5% in the last five years. India would need to grow at 8% annually to become a US$5.33 trillion economy by

FY 2024-25 from the current level of the US$2.7 trillion.

 Global confidence on the Indian economy has improved as seen from indicators like improvement in ease of doing business and gross FDI inflows.

According to World Bank's Ease of Doing Business 2019 Report, India's ranking improved by 23 positions to 77th rank in 2018

 Capital formation in India has started to grow up – picking up from 9.3% in 2017-18 to 10% in 2018-19. The growth in the government capital

expenditure by the 15.1% in FY2018-19 leading to strength in the strong capital formation.

 The economy is projected to grow at 7 percent in FY 2020 as Government is expected to undertake several reforms such as streamlining GST,

promote electric vehicles, privatization, agriculture and infrastructural investments, strategic public investments and start-up and MSME promotions.
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 Total receipts (net) of the Central Government are expected to be INR 27.4tn in 2019-20, which is 13.2% higher than INR 24.16tn 2018-19.

 Revenue receipts account for 72% and capital receipts accounted for 28% of the Central Government’s receipts in 2018-29

 Tax receipts are expected to increase by 11.1% in 2019-20, which is lower than the 19.5% growth estimated for 2018-19. Non-tax revenue is

increased by 26.% in 2018-19, which is higher than growth in 2017-18.

 Non-debt receipts, comprising recoveries of loans and advances and disinvestment receipts is increase by 28.6% in 2019-20. Debt receipts is

increased by 10% in 2018-19 from

61%

10%

25%

4%

FY 2018-19

Central Net Tax revenue Non Tax revenue Debt receipts Non debt capital receipts

REVENUE
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 Total expenditure of  the Central Government is to INR 24.5tn in 2018-19, which is 14.7% higher than in 2017-18. 

 Revenue expenditure accounts for 87.1% of  the Central Government’s expenditure in 2018-19 , which is lower than the 87.7% share in 2017-18. 

Capital expenditure accounts for 12.9% of  the Government’s expenditure in 2018-19, which higher than the 12.3% share in 2017-18.

 Capital expenditure as a percentage of  GDP is 1.68% in 2018-19
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EXPENDITURE
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Lorem ipsum dolor sit amet, consectetur 

adipiscing elit. Morbi condimentum euismod elit 

eu viverra. Etiam cursus nec lacus nec rhoncus. 

Pellentesque ac hendrerit enim. Fusce id odio et 

erat tincidunt sodales at a elit. 

As per the Economic survey 2018-19, economy witness a gradual

transition from a period of high variable inflation to more stable and low

level of inflation, The CPI-based Inflation declined to 3.4 per cent in the

FY19(April-February) from 3.6 per cent in the FY18. Inflation declined to

a low of 2 per cent during January 2019. Decline in the inflation in the

financial year 2018-19 was due to the low food inflation ranged between -

2.6 to 3.1 percent. Food inflation based on the Consumer food price index

has been declined to 0.1 from the 1.8 in 2017-18.

The government has taken a number of the specific and the general

measures to control inflation specially food inflation.

According to the Survey, regular monitoring of inflation, issuing

advisories to states against hoarding and black marketing, holding regular

review meetings on prices and availability of key commodities, higher

minimum support prices for pulses and other crops to incentivise

production and setting up of price stabilization fund (PSF) for

procurement of agri-horticultural commodities, were some of the general

measures used by the government to tackle inflation. specific measures

taken by the government include releasing onions at reasonable prices

from the stock procured under PSF, and utilization of pulses from buffer

for strategic market interventions, among others.

INFLATION
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Lorem ipsum dolor sit amet, consectetur 

adipiscing elit. Morbi condimentum euismod elit 

eu viverra. Etiam cursus nec lacus nec rhoncus. 

Pellentesque ac hendrerit enim. Fusce id odio et 

erat tincidunt sodales at a elit. 

The current fiscal deficit stand at 3.4% of GDP and debt to GDP

ratio of 44.5%. Budget 2019 introduces the new fiscal targeting

framework, which is focused on reducing debt and fiscal deficit,

envisaged achieving fiscal deficit of 3 percent of GDP by FY20-21

and Central Government debt to 40 percent of GDP by 2024-25.

The trade deficit in turn has been affected by a rise in crude prices

in Q4 of FY18-19 and fall in merchandise exports growth, But due

to the low tax to GDP ratio, there is a concern of a possible

widening of fiscal deficit, the government now faces the challenge

of providing sufficient funds for investment and infrastructure

expansion while maintaining fiscal discipline.

The combined liabilities of the Centre and States have declined to

67 percent of GDP as on end-March 2018 from 68.5 percent of

GDP as on end-March 2016.

Overall, the effects of CAD are likely to remain under control, given

foreign exchange reserves continue to be comfortably placed at

USD 422.2 billion in June’19.

Government stood by its path of fiscal consolidation in 2018-19.

The new targeting framework was adopted in 2018-19 which rests

on the twin pillars of reducing debt and fiscal deficit. There has

been consolidation of revenue expenditure while expenditure quality

has improved with gradual tilt towards capital spending of the

Central Government in 2018-19.

FISCAL DEFICIT
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In the happiness of his subjects lies his happiness; in their welfare his welfare; whatever pleases himself he shall not consider as good, but whatever pleases

his subjects he shall consider as good. Hence the king shall ever be active and discharge his duties; the root of wealth is activity, and of evil its reverse.” --

Kautilya’s, Chapter XIX, ‘The Duties of a King’ in Book I, ‘Concerning Discipline’ Arthasastra

Finance Minister has  given a vision of  his government in ten Point 

a. Building physical and social infrastructure;

b. Digital India reaching every sector of  the economy;

c. Pollution free India with green Mother Earth and Blue Skies;

d. Make in India with particular emphasis on MSMEs, Start-ups, defence manufacturing, automobiles, electronics, fabs and

batteries, and medical devices;

e. Water, water management, clean Rivers;

f. Blue Economy;

g. Space programmes, Gaganyan, Chandrayan and Satellite programmes;

h. Self-sufficiency and export of  food-grains, pulses, oilseeds, fruits and vegetables;

i. Healthy society – Ayushman Bharat, well-nourished women & children. Safety of  citizens;

j. Team India with Jan Bhagidari. Minimum Government Maximum Governance.

The government announced several proposals related to the infrastructure, Agriculture, Rural, Banking and financial sectors for boosting growth during 

Budget which are summarized in below slides: -

KEY BUDGET ANNOUNCEMENT

Budget Analysis 2019                                                                                                         Private and ConfidentialPage # 12



MSME

 Loans of up to INR 10 million to

be provided to MSMEs for ease of

access Under the Interest

Subvention Scheme for MSMEs,

350 crore has been allocated for FY

2019-20 for 2% interest subvention

for all GST registered MSMEs, on

fresh or incremental loans.

 Government will create a payment

platform for MSMEs to enable

filing of bills and payment thereof

on the platform itself.

FOREIGN DIRECT INVESTMENT

 100% FDI for insurance intermediaries while

local sourcing norms to be eased for FDI in

single-brand retail

 Merging of NRI portfolio scheme route with

foreign portfolio investment route

 To harmonized and hassle free investment

experience for Foreign Portfolio Investors. it

is proposed to rationalize and streamline the

existing Know Your Customer (KYC) norms

for FPIs to make it more investor friendly

 Increase the statutory limit for FPI

investment in a company from 24% to

sectoral foreign investment limit with option

given to the concerned corporates to limit it

to a lower threshold. FPIs will be permitted

to subscribe to listed debt securities issued by

ReITs and InvITs.

YOUTH

 The Government will bring in a New

National Education Policy to transform

India’s higher education system to one of

the global best education systems

 Establish a National Research

Foundation (NRF) to fund, coordinate

and promote research in the country.

 propose to start a programme, ‘Study in

India’, that will focus on bringing foreign

students to study in our higher

educational institutions.

 A National Sports Education Board for

Development of Sportspersons would be

set up under Khelo India Scheme.
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AGRICULTURE, RURAL AND 

SOCIAL SECTORS

 Government to replicate zero-budget farming –The

concept will help double farm incomes by 2022. Ease

of doing business and ease of living should apply to

farmers

 Transportation 19.5 million houses to be constructed

under PMAY from FY20-22

 1,25,000 km of roads to be upgraded under PM Gram

Sadak

 Drinking water to all rural households by 2024

 Government to explore additional funds for Jal Shakti

by accessing the Compensatory Afforestation Fund

Management and Planning Authority Fund

 Pension benefit up to ₹ 3 Crore to retail traders

having turnover up to ₹ 1.5 Crore per annum under

Pradhan Mantri Karamyogi Maandhan Scheme

 Promotion of Innovation, Rural Industry and

Entrepreneurship’ (ASPIRE) contemplates to set up

80 Livelihood Business Incubators (LBIs) and 20

Technology Business Incubators (TBIs) in 2019-20 to

develop 75,000 skilled entrepreneurs in agro-rural

industry sectors

BANKING AND FINANCIAL 

SECTOR

 NPAs of commercial banks declined by

INR 1 trillion while INR 700 billion

recapitalisation proposed for public sector

banks

 Government to provide one-time six-

month partial credit guarantee for public

sector banks, for the purchase of pooled

assets of financially sound NBFCs

 Pension Fund Regulatory Authority to be

separated from the National Pension

Scheme Trust

 Air India disinvestment to be reinitiated,

with an enhanced target of INR 1.05

trillion from disinvestment

 Reduce Net owned Fund Requirement

from 5000 crore to 1000 crore by foreign

reinsurers in the International Financial

Services Centre

POWER SECTOR

 One Nation, One Grid – that has

ensured power availability to states

at affordable rates. I propose to

make available a blueprint this year

for developing gas grids, water grids,

i-ways, and regional airports.

 A package of power sector tariff

and structural reforms would soon

be announced.

 The recommendations of the High

Level Empowered Committee

(HLEC) on retirement of old &

inefficient plants, and addressing low

utilisation of Gas plant capacity due

to paucity of Natural Gas, will also

be taken up for implementation

now.
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TRANSPORT

 As part of the Jal Marg Vikas Project for enhancing the

navigational capacity of Ganga, a multi modal terminal at

Varanasi has become functional in November 2018 and

two more such terminals at Sahibganj and Haldia and a

navigational lock at Farakka would be completed in 2019-

20.

 It is therefore proposed to use Public-Private Partnership

to unleash faster development and completion of tracks,

rolling stock manufacturing and delivery of passenger of

freight services.

 Investment of INR 5 trillion for railways infrastructure till

2030 with the help of PPP

OTHER PROPOSALS

 A Model Tenancy Law will also be finalized and circulated to the

States

 Investment limit of public shareholding has been increased from

current threshold of 25% to 35%.

 A new public sector undertaking New Space India Limited (

NSIL) for spearhead commercialization of various space

products including production of launch vehicles, transfer to

technologies and marketing of space products..

 The Government is proposing to streamline multiple labour laws

into a set of four labour code to reduce the disputes

 Propose to start a television programme within the DD bouquet

of channels exclusively for start-ups.

 for infrastructure over the next five years

 Issuing Aadhaar Card for Non-Resident Indians with Indian

Passports after their arrival in India without waiting for 180 days.
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DIRECT TAX
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INDIVIDUAL TAX

 There is no change in the income tax slab and tax rates for the individuals and HUF, Rebate u/s 87A continues to remain at 12500.

 Progressive rates of surcharge for individuals/HUF having higher taxable income to be increased to 25 per cent and 37 per cent from 15 per cent

where total income exceeds Rs.2 Crore and Rs. 5 Crore respectively which may lead to effective tax rate of the 39% and 42.44% respectively, same is

applicable to the AOP and BOI also.

 Tax free withdrawal is allowed to an assesses contributing to the NPS in respect of 40 percent of the total amount payable to him on closure of his

or her account or on his or her opting out of the scheme. It is now proposed to increase the said threshold to 60 percent without payment of tax

 Contribution by CGT to NPS for its employees is eligible for deduction up to 10 percent of salary. This is now sought to be increased to 14 percent.

CGT employees can now also invest in NPS and avail benefit of deduction up to INR 150,000 under section 80C
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 Home buyers can claim deduction for interest on home loan up to INR 150,000 subject to fulfilment of following conditions: -

 The loan has been sanctioned by the financial institutions during financial year 2019-20 Stamp duty value of the residential house property does

not exceed INR 45 lakhs

 The individual does not own any residential house property on the date of sanction of loan

 An assesses can claim deduction up to INR 150,000 for interest paid towards loan for 

purchase of  an electric vehicle. The said loan could be availed from 1 April 2019 till 31 

March 2023 u/s 80EEB.

 PAN and Aadhar card are allowed to be used interchangeability to file income tax returns, 

Income tax authorities to issues PAN Card on sou motu to the assesses who file income tax 

return using his Aadhar card.

INDIVIDUAL TAX (CONT..)
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CORPORATE TAX

 Tax rates for the companies having total turnover up to Rs. 400 Crores in FY 2017-18 reduced to 25%. No change in the surcharge, health and 

education cess to continuously levied at the rate of  4%.  Revised effective tax slab for the class of  the companies as follow: -
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CORPORATE TAX (CONT…)

 As per the section 2(19AA) of Income tax act, the definition of “demerger” requires that the resulting company should record the property and

liabilities of the transferred undertaking of the demerged company at the value as per the books of the demerged company.

However, in case of Ind AS compliant companies, such property and liabilities of the transferred undertaking are required to be recorded at a value

different from the book value, now it is proposed that the condition of recording property and liabilities at book value by the resulting company shall

not be applicable in a case where the property and liabilities of the undertakings received by it in case of company compiling with the Indian

Accounting Standards

 The buyback tax is applicable on buyback of unlisted shares also extended to the listed

companies.

 Non-banking financial companies: - Deposit-taking NBFCs and systemically important non

deposit-taking NBFCs are included within the scope of section 43D of the Act which provides

for taxation of interest income on certain bad and doubtful debts on receipt basis.

Consequentially, deduction of such interest to be allowed only on payment basis under section

43B of the Act.

Budget Analysis 2019                                                                                                         Private and ConfidentialPage # 20



NON-RESIDENT TAX

 As per current provision, interest payable by an Indian company or a business trust to a non-resident, including a foreign company, in respect of

monies borrowed by issuing rupee denominated bond (popularly known as Masala Bonds) issued outside India before 1 July 2020 is liable to

concessional tax of 5 percent. Taxes are required to withheld on such interest income at 5 percent.

 Section 10(4C) is to introduced to provide exemption to income payable by way of interest to a non-resident by an Indian company or a business

trust in respect of monies borrowed from a source outside India by way of issue of rupee denominated bond, as referred to in section194LC,

during the period from 17 September 2018 to 31 March 2019.

 As per present scenario, section 9A of the Act provides that in case of an eligible investment fund, the fund management activity carried out

through an eligible fund manager located in India and acting on behalf of such fund shall by itself not constitute business connection in India of

the said fund. the benefit under section 9A is available subject to certain conditions, which inter-alia, are related to residence of fund, corpus, size,

investor broad basing, investment diversification, and payment of remuneration to fund manager at an arm’s length.

It is proposed to relax certain conditions in the implementation of the fund managers’ regime. Accordingly, it is proposed to amend section9A(3)

to provide that:

a. Corpus of the fund shall not be less than INR 1000 million at the end of a period of six months from the end of the month

of its establishment or incorporation or at the end of such previous year, whichever is later

b. remuneration paid to an eligible fund manager in respect of fund management activity carried out by him/her on the

fund’s behalf is not less than the amount calculated in such manner as may be prescribed

This amendment shall be with retrospective effect from assessment year 2019-20.
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NON-RESIDENT TAX (CONT…)

As per present scenario, gift in the form of money or specified property is taxed in the hands of donor, except for certain exemptions provided in section

56(2)(x). Gifts made by residents to persons outside India were claimed to be non-taxable on the basis that the income does not accrue or arise in India.

It is proposed that income arising from any sum of money paid, or any specified property in India transferred, on or after 5 July 2019 by a person

resident in India to a person outside India shall be deemed to accrue or arise in India.

However, existing provision for exempting gifts as provided in proviso to section 56(2)(x) will continue to apply.

Budget Analysis 2019                                                                                                         Private and ConfidentialPage # 22



TRANSFER PRICING

The secondary adjustment provision will apply only from FY16-17 and only if the primary adjustment is INR 10 million or more.

Both retrospective and prospective amendments have been proposed in this provision in the Union budget 2019 that is: -

A. Retrospective amendments proposed from assessment year 2018-19 are as follows:

 The provisions of secondary adjustment will apply only on those APAs that are signed on or after 1 April 2017. However, if any tax refund

arises on giving effect to the proposed retrospective amendment, such refund will not be granted.

 Cash repatriation can be made either in full or in part.

 Cash repatriation can be made from any AE that is a non-resident in India.

B. Prospective amendments proposed from 1 September 2019 are as follows:

 Assesses have been given an option to pay a one-time additional tax of 18 percent on the excess money or part thereof, in case cash is not

repatriated in India within the prescribed time limit.

 No tax credit or tax deduction for such additional tax will be available to the taxpayer or any other person.

 Notional interest under the secondary adjustment will not apply from the date of payment of additional tax.

It has been proposed with retrospective effect from assessment year 2017-18 that in case of an

ARE resident in India, the due date of filing CbCR by the ARE in India will be 12 months from

the end of the accounting year of the ultimate parent entity, which is not a resident in India.
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TAX INCENTIVES

Union budget 2019 provides various incentives to the International finance services centre (IFSC) which are as follow: -

 The ten year tax holiday eligible to unit in IFSC at 100% of profit under Sec 80LA of any 10 years out of the 15 year beginning from the year in

which requisite permission for setting up unit has been taken.

 As per section 115A, no deduction is allowed for the interest and other specified income of NRs and foreign companies, it is proposed that

section 115A will not apply to deduction allowed under 80LA to a unit of IFSC.

 It is proposed to provide the exemption for interest payable to NR by the unit located in the IFSC in respect of the money borrowings by it on or

after 1st Sept’19 under section 10.

 The benefit of exemption under section 47 for transfer of a capital asset on a recognised stock exchange located in IFSC is proposed to be

extended to category III AIF, established or incorporated in India: -

a. Which is located in IFSC,

b. Which is deriving income solely in convertible foreign exchange, and

c. Of which all the units are held by NRs.

 It is proposed that the exemption from DDT will be provided to dividends declared, distributed, or paid out of accumulated income derived

from operations in IFSC after 1 April 2017.This amendment is proposed to be applicable from 1 September 2019.

 It is proposed that no additional tax will be payable on income distributed on or after 1 September 2019 by a mutual fund on its income derived

from transactions made on a recognised stock exchange located in any IFSC, subject to the following conditions: -

a. Mutual fund is located in an IFSC.

b. Mutual fund derives income solely in convertible foreign exchange.

c. All the units of the mutual fund are held by NRs.
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TAX INCENTIVES (CONT..)

Union budget 2019 provides various incentives to the Start -up which are as follow: -

 Long term capital gain benefit on sale of residential property where net consideration is invested in equity shares of an eligible company/start up are

subject to following conditions: -

a . Sunset date for the benefit of this investment is eligible start up extended from 31 March 2019 to 31 March 2012

b. The restriction on transfer of new assets within five year from date of acquisition has been relaxed to three years in respect of

new assets being computer or computer software.

c. Conditions of minimum shareholding to either 50% of share capital or voting power relaxed to 25 per cent.

 As per the current provisions, the loss incurred to start up in earlier years is allowed to be carried forward and set off only if all the shareholders

who held shares carrying voting power on the last day of the year(s) in which the loss was incurred continue to hold those shares on the last day of

the year of set-off, now it is proposed to provide that eligible start-ups will be allowed to carry forward and set off loss incurred in any year prior to

the previous year on satisfaction of following provision i.e. where a change in shareholding has taken place during the previous year, no loss incurred

in any year will be carried forward and set off, unless on the last day of the year of set-off the shares of the company carrying not less than 51

percent of the voting power were beneficially held by persons who beneficially held shares of the company carrying not less than 51 percent of the

voting power on the last day of the year(s) in which the loss was incurred

 As per the current provisions, consideration received on issue of shares above the FMV by a venture capital undertaking is not taxable if it is

received from a venture capital company or a venture capital fund (includes category I AIF). Now it is proposed to extend the benefit for issue of

shares to a category II AIF.
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TAX INCENTIVES (CONT...)

Finance minister in budget speech says to rationalize the ‘angel tax’ issue, start-ups and their investors who file requisite declarations and provide

information in their return will not be subjected to any kind of scrutiny in respect of valuation of share premiums. The issue of establishing the identity

of the investor and source of his funds will be resolved by putting in place an e-verification mechanism. In addition, special administrative arrangement

will be made by CBDT for pending assessments and redressal of their grievances.

Tax incentives for housing properties: -
Deduction of 100 percent is available under section 80-IBA for profits derived from the business of developing and building housing projects, subject

to following conditions

A. The proposed modifications for projects approved on or after 1 September 2019 are as follows: The stamp duty value of a residential unit in the

housing project does not exceed INR 4.5 million.

B. The carpet area of the residential unit comprised in the housing project does not exceed as per the latest modifications is

i. 60 square metres for projects located in Bengaluru, Chennai, Delhi National Capital Region (limited to Delhi, Noida, Greater Noida,

Ghaziabad, Gurugram, Faridabad), Hyderabad, Kolkata, and Mumbai (whole of Mumbai metropolitan region 90 square metres for projects

in other places

ii. 90 square metres for projects in other places
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CAPITAL GAIN

 The concessional STCG tax rate of  15 per cent extended to transfer of  unit of  eligible mutual fund

 Special provisions deeming FMV of  unquoted shares as full value of  consideration for computing capital gains relaxed to specified class 

of  person to be notified and subject to such conditions as may be prescribed as per CBDT. 

TAX DEDUCTED AT SOURCE

 Section 194M is introduced in the Act to provide for levy of TDS at the rate of 5% (w.e.f .1 September 2019) where sum or the aggregate of

sums paid or credited in a year on account of contractual work or professional fees exceeds Rs. 50 lakhs per year by an individual or an HUF

(who is not required to deduct tax under section 194C or section 194J of the Act). Such individuals or HUFs shall be able to deposit the TDS by

using their PAN.

 Definition of consideration for the purpose of deduction of tax at 1% on purchase of immovable property under section 194-IA of the Act to

include all charges of the nature of club membership fee, car parking fee, electricity and water facility fees, maintenance fee, advance fee or any

other charges of similar nature, which are incidental to transfer of the immovable property. The amendment would be effective from 1 September

2019

 Section 194N is introduced to provide for deduction of tax at source by following entities: - Banking company, Co-operative society and post-

office. This entity should deduct TDS @ 2% of sum exceeding 10 million during the previous year.
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RETURN & ASSESSMENT

 Any person other than a company or a firm who is otherwise not required to furnish an income tax return is now obliged to do so if  he 

enters into any of  the following high value transactions: -

i. Has deposited aggregate of  amounts exceeding INR 1 crore in one or more current year

ii. Has incurred aggregate expenditure of  amounts exceeding INR 2 lacs for himself  or for any other person towards travel to a 

foreign company

iii. Has incurred aggregate expenditure of  the amounts exceeding INR 1 lacs towards electricity expenses.
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INDIRECT TAX
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GOODS & SERVICES TAX

Industries have faced innumerable challenges in the inceptive phases of GST and Government has been working constantly to simplify and organise the

legal framework through GST Council. GST has grown from 38.5 Lakh migrated taxpayers as on 1st July 2017 to 1.22 Crore registrations up to June

2019.

Certain key aspects that were stressed upon by Finance Minister during the budget include:

1. Provision has been inserted relating to making interest payment applicable on net cash liability of tax declared in the return (i.e. net of ITC),

except in cases of non-payment of tax or wrong availment of ITC, where returns have been filed after commencement of any proceedings

relating to short payment, etc.

2. With the aim of simplification of GST- related processes, facility has been introduced to transfer any amount from one head to another head in

electronic cash ledger.

3. The threshold exemption limit for a supplier of goods is to be enhanced from Rs. 20 lakhs to an amount exceeding Rs. 40 lakhs in case of

exclusive supplier of goods (to be decided at the request of State and on the recommendations of the Council).

4. NAAAR (National Appellate Authority for Advance Ruling) in order to bring constancy in tax positions under GST, has constituted, for resolution

of diverse views of State specific Advance Ruling Authorities.
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5. Penalty of  10 per cent of  profiteered amount has been introduced, in case taxpayer is found guilty of  profiteering as per National Anti-

profiteering Authority. However, no penalty shall not be levied, if  Authority deposits the profiteered amount within 30 days of  the date of  

passing of  the order.

6. An alternative composition scheme has been made available for supplier of  services or mixed suppliers, having an annual turnover in the 

preceding financial year up to INR50 lakh (i.e. who were not eligible for the  primary composition scheme), has been introduced. The rate

of  tax payable under composition scheme has been capped at 6% (3% CGST +3% SGST). Eligible taxpayers are being encouraged to 

avail the benefit of  the alternate composition scheme by applying on or before 31.07.2019.
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7. New provisions empowering Commissioner for extension of due date for furnishing of Annual Return (FORM GSTR-9/9A) and

reconciliation statement (FORM GSTR-9C), to be inserted. Further, Joint Secretary or Commissioner to be entitled for the extension

of due date for furnishing of the monthly and annual statement by an e-commerce operator collecting tax at source.

8. Mandatory authentication of Aadhar for a specified class of new taxpayers. The manner is yet to be prescribed, in which certain class

of registered taxpayers is required to undertake Aadhar authentication.
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SERVICE TAX

Convincing steps had been taken by the government for minimizing the disputes regarding the erstwhile indirect tax regime. An amnesty scheme called 

the Sabka Vishwas Legacy Dispute Resolution has been introduced along with the specified retrospective exemptions, with an objective for closing the 

pending litigations.

Key highlights of  the scheme are as follows:

1) Scheme available for dues pending under:

1) Quantified demand under any pending audit/investigation/enquiry up to 30 June 2019

2) Show cause notice received up to 30 June 2019

3) Appeal not settled up to 30 June 2019

4) Amount that has been voluntary disclosed by assesse

5) Tax arrears against the assesse

2) Doesn’t cover:

1) Matter finally heard in appeal or show cause notice

2) Persons convicted under the concerned indirect tax laws

3) Matters relating to refund

4) Unquantified demands in audit/investigation proceedings

5) Central Excise matters relating to tobacco and petroleum products
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3) Relief Available:

3.1 Appeal pending as on 30 June 2019, and dues linked to investigation/enquiry/audit:

3.1.1 50% in case tax dues are more than INR 5 millions

3.1.2 70% in case tax dues are less than or equal to INR 5 millions

3.2 Tax amounts in arrears or tax payable declared by assessee in returns:

3.2.1 40% in case tax dues are more than INR 5 millions

3.2.2 60% in case tax dues are less than or equal to INR 5 millions

3.3 Entire amount of late fee/ penalty is available in case Show cause notice issued only with

respect to late fee/ penalty, and tax amount is paid or NIL

3.4 No tax relief will be available in case assesse voluntarily discloses his tax dues.

3.5 Other key reliefs will be

3.5.1 Complete waiver of interest and penalty

3.5.2 Protection from criminal prosecution and reopening of such matters

3.5.3 Pre-deposit already paid would be adjusted in payment of demand. However

excess pre-deposit not refundable.
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4. The amounts paid under this scheme:

4.1 Have to be paid in cash

4.2 Cannot be availed as input tax credit by the assesse

4.3 Would not be refundable.

Exemption from the service tax is proposed on,

1. Grant of  liquor license during the period 1 April 2016 to 30 June 2017.

2. Services provided or agreed to be provided by the Indian Institutes of  Management, as per the guidelines of  the Central Government, to their 

students, by way of  the following educational programs, except Executive Development Programme,

1. Two-year full time Post Graduate Programs in Management for the Post Graduate Diploma in Management, to which admissions are made 

on the basis of  Common Admission Test (CAT), conducted by Indian Institute of  Management;

2. Fellow programme in Management;

3. Five year integrated programme in Management for during the period commencing from the 1st day of  July, 2003 and ending with the 31st 

day of  March, 2016.
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3. Upfront amount payable by developers to State Government Industrial Development Corporation or any entity having 50 per cent or more

ownership of Central Government, State Government, Union Territory, in respect of long-term lease of 30 years or more, for development of

infrastructure for financial business, in any industrial or financial business area, for the period from 01 October 2013 to 30 June 2017.3
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EXCISE DUTY

Rate changes (effective from 6 July 2019)

1. Excise duty increased from Nil to 1 per cent on smoking mixtures for pipes and cigarettes.

2. Basic excise duty of  INR 1 per tonne levied on petroleum crude.

3. Excise duty increased from Nil to 0.5 per cent on following:

1. ‘Homogenised’ or ‘reconstituted’ tobacco

2. Chewing tobacco and preparations containing chewing tobacco

3. Jarda scented tobacco

4. Snuff, preparations containing snuff

5. Tobacco extracts and essence

6. Hookah or gudaku tobacco

4. Excise duty increased from Nil to INR5 per thousand on,

1. non-filter cigarettes of  lengths less than 70 millimeters, 

2. filter cigarettes of  lengths less than 75 millimeters and 

3. cigarettes of  tobacco substitutes.
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5. Excise duty increased from Nil to INR10 per thousand on all other kinds of cigarettes.

6. Excise duty increased from Nil to 5 paisa per thousand on other than paper rolled biris, manufactured without the aid of machine

7. Road and Infrastructure Cess on petrol/ diesel increased from INR8 per litre to INR9 per litre

8. Special Additional Excise duty on petrol increased from INR7 per litre to INR 8 per litre

9. Special Additional Excise duty on diesel increased from INR1 per litre to INR 2 per litre.
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CUSTOM DUTY

Amendments (effective from enactment of Finance Bill (No.2), 2019) Customs Act, 1962

1. To ensure compliances, the Customs authorities are empowered to verify the identity of the person through Aadhar or other mechanisms. Further,

non- compliance of the above provision may result in suspension of import/export of goods, refunds, drawback, exemptions, license/registrations

or other benefits

2. Customs authorities are empowered to screen or scan person suspected to be secreted goods liable for confiscation in his body, subject to the

specific procedure

3. Offence committed outside India may also be prosecuted by the Customs authorities

4. Fraudulently availment or attempting to avail drawback or any exemption from Customs duty exceeding INR50 lakh, made a cognisable offence.

5. Fraudulently obtaining of an instrument of value exceeding INR50 lakh and utilisation thereof under Customs Act or Foreign Trade (Development

and Regulations) Act, 1992 is made a cognisable and non-bailable offence

6. Person obtaining any instrument (and utilisation thereof) by fraud, collusion, wilful mis-statement or suppression of facts will be liable for penalty

(not exceeding face value of such instrument) and with imprisonment upto seven years and fine irrespective to the fact whether the instrument was

utilised by him or any other person
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7. Specific provision introduced to empower seizure of goods where removal,

transport, store or possession of goods is not practicable or Customs

authorities

8. Scope of seizure provisions extended to the attachment of bank account for a

period not exceeding six months, with a further extension of six months

9. Fine in lieu of confiscation will not be applicable, where duty and interest has

been paid voluntarily

10. Penalty for non-compliance of provisions of rules or regulations made

under Customs Act, increased from INR50 thousand to INR2 lakh

11. General penalty i.e. where no specific penalty is provided under Customs Act,

increased from INR1 lakh to INR4 lakh.
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CUSTOMS TARRIF ACT, 1975

1. Extension of  Countervailing duty on article imported by alteration of  

description, name, composition, or condition (assembled or disassembled form) 

to circumvent Countervailing duty on specific goods.

2. Specific provision introduced to extend the appellate provision to specific 

circumstances requiring the imposition of  Safeguard duty.

3. Peak rate of  BCD maintained at 10%.

4. There have been amendments to the custom duty rates with the objective of  

achieving higher domestic value addition through Make in India and reducing 

import dependence.
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Key rate amendments are as follows :-

BCD has been increased on the following goods

Description of  Goods Up to 5 July 2019 From 6 July 2019

Construction materials such as ceramic roofing tiles, wall tiles, 

base metal fitting, windows, etc.

10% 15%

Precious metals such as silver, gold, platinum, etc. 10% 12.5%

Automobile parts such asair filter, oil or petrol filter 7.5% 10%

Automobile parts such as glass mirrors, locks, windscreen wipers, 

horns, chassis fitted with engine and bodies, etc.

10% 15%

Automobile parts such as visual or sound signalling equipment 7.5% 15%

Catalytic convertor for automobiles 5% 10%

Completely Built Unit (CBU) of  vehicles falling under heading 

8702, 8704

25% 30%

Petroleum crude Nil INR 1 per tonne
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Stainless steel in ingots or other primary 

forms; semi-finished products of stainless 

steel

5% 7.5%

Other alloy steel in ingots or other primary 

forms; semi-finished products of other alloy 

steel

5% 7.5%

Indoor or outdoor unit of split-system air 

conditioner

10% 20%

Digital Video Recorder (DVR) and Network 

Video Recorder (NVR), CCTV, IP camera

15% 20%

Charger/power adapter for CCTV camera/IP 

camera/DVR/NVR

Nil 15%

Loud speaker and optical fibre cables 10% 15%

Cashew kernel broken Rs 60/ Kg or45%, whichever is 

higher

70%

Cashew kernel whole, cashew nuts shelled, 

others

Rs 75/ Kg or45%, whichever is 

higher

70%

Specified capital goods used for 

manufacturing of specified items, namely-

•Cathode ray tubes,colourdisplay tubes and 

parts thereof

•CD/CD-R/DVD/DVD-R

•Deflection components, CRT 

monitors/CTVs

•Plasma display panel

•Ferrites

Nil Applicable rate

Newsprint,uncoated paper used for printing 

of newspapersand lightweight coated paper 

used for printing of magazines

Nil 10%

Printed books (including covers for printed 

books) and printed manuals, in bound form 

or in loose-leaf form with binder, executed 

on paper or any other material including 

transparencies

Nil 5%

Description of  Goods Up to 5 July 2019 From 5 July 2019

Stainless steel in ingots or other primary forms; semi-finished 

products of  stainless steel
5% 7.5%

Other alloy steel in ingots or other primary forms; semi-finished 

products of  other alloy steel
5% 7.5%

Indoor or outdoor unit of  split-system air conditioner 10% 20%

Digital Video Recorder (DVR) and Network Video Recorder 

(NVR), CCTV, IP camera
15% 20%

Charger/power adapter for CCTV camera/IP camera/DVR/NVR Nil 15%

Loud speaker and optical fibre cables 10% 15%

Cashew kernel broken Rs 60/ Kg or45%, whichever is higher 70%

Cashew kernel whole, cashew nuts shelled, others Rs 75/ Kg or45%, whichever is higher 70%

Specified capital goods used for manufacturing of  specified items, 

namely-

•Cathode ray tubes,colourdisplay tubes and parts thereof

•CD/CD-R/DVD/DVD-R

•Deflection components, CRT monitors/CTVs

•Plasma display panel

•Ferrites

Nil Applicable rate
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Description of  Goods Upto 5 July 2019 From 5 July 2019

Newsprint, uncoated paper used for printing of  newspapersand 

lightweight coated paper used for printing of  magazines Nil 10%

Printed books (including covers for printed books) and printed 

manuals, in bound form or in loose-leaf  form with binder, executed 

on paper or any other material including transparencies Nil 5%
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BCD has been reduced on the following goods

Description of  Goods Up to 5 July 2019 From 6July 2019

Specified capital goods used for manufacturing 

the following items:

•Charger/adapter/battery of  cellular mobile 

phone

•Display module

•Set top box

•Compact camera module

•Camera/LCD module of  mobile handsets

•Telecom equipment falling under heading 8517

•Wound component

Specified capital goods added in existing 

exemption list for manufacturing the following 

items:

•Populated PCBA

•Lithium ion cell for use in the manufacture of  

battery of  mobile handsets

•Speaker and receiver of  mobile handsets

•Data cables and optical fibre cables

Applicable rate
Nil [subject to Customs (Importof  Goods at 

Concessional Rate of  Duty) Rules, 2017]
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Description of  Goods Upto 5 July 2019 From 6 July 2019

Raw material, parts or accessories for 

manufacturing artificial kidneys, disposable 

steriliseddialyserand micro-barrier of  artificial 

kidneys

Applicable rate Nil

Raw materials used in manufacturing preform of  

silica:

•Refrigerated helium liquid

•Silicon tetra chloride and germanium tetra 

chloride

•Silica rods

•Silica tube

Applicable rate Nil

Wool fibre, wool tops 5% 2.5%

All goods under CTH 2612 10 00 and 2844 20 00 

for generation of  nuclear power 2.5%/7.5% Nil

Following parts of  electric vehicles:

•E-drive assembly

•On board charger

•E-compressor

•Charging gun

Applicable rate Nil
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Description of  Goods Upto 5 July 2019 From 6 July 2019

Providing option to pay BCD at transaction 

value on the disposal of  goods, imported 

without payment of  customs duty for petroleum 

operations/coal bed Methane operations where 

such disposal is made in unserviceable and 

mutilated condition

Applicable rate on depreciated value 7.5% on transaction value
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Specified defence equipment and their parts imported by the Ministry of  Defence or the Armed Forces 

such as:

Description Of  Goods Upto 5 July 2019 From 6 July 2019

Specified defence equipment and their parts imported 

by the Ministry of  Defence or the Armed Forces such 

as:

Steam turbines and other vapour turbines with output 

between 5 and 15 MW for naval craft

Applicable rate Nil

Steam turbines and other vapour turbines with output 

between 5 and 15 MW for naval craft

Turbojets, turbo-propellers, and other gas turbines for 

multi-role or utility helicopters

Helicopters of  an unlade weight exceeding 2,000 kg of  

the following types:

•Military Helicopters with co-axial intermeshing or 

tandem rotors (KA 31, KamovKa226, Chinook)

•Military Helicopters with empty weight more than 

3,500 kg (Multi role and utility helicopters, Apache AH 

64E)
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Description of  Goods Upto 5 July 2019 From 6 July 2019

Aeroplanes and other aircraft of  an unlade 

weight exceeding 2,000 kg, but not exceeding 

15,000 Kg required under the following 

categories:

•RPA for military use-Operating altitude more 

than 35,000feet (HALE-High Altitude Long 

Endurance);

•Fighter aircraft (MMRCA, MRFA)

Applicable rate Nil

Naphtha 5% 4%

Ethylene Dichloride 2% Nil

Methyl oxirane 7.5% 5%
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Infrastructure and road cess as additional duty of  customs has been increased on the following goods:

Description of  goods Up to 5 July 2019 From 6 July 2019

Petrol and high speed diesel oil INR 8 per litre INR 9 per litre

Export duty has been reduced on following goods:

Description of  goods Up to 5 July 2019 From 6 July 2019

EI tanned leather 15% Nil

Hides, skins and leathers, tanned and untanned 60% 40%
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POLICY ANNOUNCEMENTS
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5

1

 Investments made by FIIs/FPIs in debt securities issued by Infrastructure Debt Fund –

Non-Bank Finance Companies (IDF-NBFCs) to be allowed to be transferred/sold to any

domestic investor within the specified lock-in period.

 FPIs will be permitted to subscribe to listed debt securities issued by REITs and InvITs

 Statutory limit for FPI investment in a company will be increased from 24 percent to

sectoral foreign investment limit with an option given to the concerned corporate to specify

a lower limit.

 Know Your Customer (KYC) norms for FPIs to be rationalised and streamlined.

 To merge the NRI Portfolio Investment Scheme route with the FPI route to encourage NRI

participation in the equity market.

 To deepen the corporate tri-party repo market in corporate debt securities, the Government

of India will work with RBI/SEBI regulators to enable stock exchanges to allow ‘AA’ rated

bonds as collaterals.

 User friendliness of trading platforms for corporate bonds will be reviewed, including issues

arising out of capping of International Securities Identification Number (ISIN).

 SEBI to consider increasing minimum public shareholding in listed companies from the

current threshold of 25 percent to 35 percent.

 The Government to take necessary steps to meet public shareholding norms of 25 percent

for all the listed PSUs (presently minimum 10 percent).

 Foreign shareholding limits to be raised to maximum permissible sector limits for all PSU

companies, which are a part of Emerging Market Index.

 Social stock exchange to be set-up under the regulatory ambit of SEBI for listing social

enterprises and voluntary organisations.

 Interoperability of RBI and SEBI depositories to be put in place for seamless transfer of

treasury bills and government securities to encourage retail participation.

SECURITIES LAW
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BANKING & FINANCIAL SERVICES

 To allow all NBFCs to directly participate on the TReDS

platform, suitable amendment will be made to the

Factoring Regulation Act, 2011.

 Regulatory authority over the housing finance sector to be

shifted from National Housing Bank (NHB) to RBI.

 To allow NBFCs to raise funds in public issues, the

requirement of creating Debenture Redemption Reserve

(DRR) will be done away with.

 To facilitate on-shoring of international insurance

transactions and enable branch openings by foreign

reinsurers in the International Financial Services Centre

(IFSC), Net Owned Fund (NOF) requirement to be

reduced from INR 50 billion to INR 10 billion.

FOREIGN DIRECT INVESTMENT

 The Government to examine suggestions of further opening up of

FDI in aviation, media -animation, visual effects, gaming and

comics (AVGC), and insurance sectors.

 100 percent FDI to be permitted in insurance intermediaries.

 Local sourcing norms to be eased for FDI in single brand retail

trading.
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PRADHAN MANTRI MATSYA 

SAMPADA YOJANA (PMMSY)

PM Modi led central govt. is committed towards “Blue

Revolution” or “Neeli Kranti”. India has the potential to

achieve 1st place in the world in production of fish. So, the

finance minister has announced the launch of a new PM

Matsya Sampada Yojana 2019 to promote aquaculture. The

govt. has already constituted a separate department for

integrated development of fisheries.

The central govt. has also created a special fund to develop

infrastructure related to fishing industry. This fund would be

used for creation of fisheries infrastructure facilities both in

marine and inland fisheries sectors. The central govt. has

targeted to augment fish production to achieve its target of 15

million tonne by FY 2020 would be done under Blue

Revolution.

OTHERS

 Model Tenancy Law to be finalised.

 Proposal to issue Aadhaar Card to NRIs with Indian passports

after their arrival in India without waiting for 180 days.

 Regulatory systems of higher education to be reformed

comprehensively.

 Proposal to draft legislation for setting up Higher Education

Commission of India.

 To streamline multiple labour laws into a set of four labour

codes
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CHANGES PROPOSED IN 

ASSOCIATED LAWS
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 NOF required to carry on the business of  NBFC may be increased to prescribed amount of  up to INR 1 billion by RBI.

- Within the above limit, different amounts of  NOF may be specified for different categories of  NBFCs

 RBI is empowered to pass an order in public interest or in the interest of  financial stability to:

• Remove directors of NBFCs (other than the Government-owned NBFCs).

• Supersede board of directors of NBFCs (other than the Government-owned NBFCs) for a period up to five years.

• Remove/debar the auditor from any RBI-regulated entity for a maximum period of three years if the auditor fails to comply

with any direction/order of RBI.

• Frame schemes for amalgamation or reconstruction or splitting of NBFC or setting up of “Bridge institutions”.

 A director removed by the RBI order is not entitled to directly or indirectly be concerned with management of  any NBFC for a period not 

exceeding five years, as specified in the order

 RBI can direct NBFCs to annex to its financial statements or furnish separately, statements and information relating to the business/affairs 

of  any of  the group company or cause an inspection/ audit of  any group company of  NBFCs.

 Monetary penalties enhanced substantially

RBI ACT

RBI ACT
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SCRA

 Scope of penalty for failure to

furnish information, return, etc.,

extended to non-furnishing of such

information, return, etc., to SEBI

 The Government may appoint

up to five whole-time directors

(presently up to four).

 The Government may, after

consultation with RBI, post a

whole-time director of a PSU

bank to any other PSU bank.

PSU BANKS
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SEBI ACT

 Monetary penalty introduced for

alteration, destruction,

concealment, falsification, damage,

unauthorised access, etc., of

records (including electronic

records) to be submitted under

SEBI Act, Rules and Regulations

made there under.

 Power to regulate Housing Financial

Institutions (HFI) vested in RBI in

place of NHB.

 Existing HFIs that have obtained

certificate of registration from NHB

will not be required to obtain a fresh

registration with RBI.

 NOF requirement for registration of a

company as HFI enhanced to

minimum of INR 100 million or such

higher amount as RBI may notify

NHB ACT
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Prohibition of  Benami Property 

Transactions Act, 1988

Black Money (undisclosed 

foreign income and assets) and 

Imposition of  tax Act, 2015

Prevention of  Money Laundering 

Act, 2002

Payment and Settlement Systems 

Act, 2007

NOF requirement for foreign company engaged in re-insurance business through a branch 

established in an IFSC, is reduced from INR 50 billion to INR 10 billion.

The Government may amalgamate/restructure/ consolidate existing four Government-owned general insurance companies in future and 

reduce the number of  such insurance companies below four

INSURANCE LAW
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MISCELLANEOUS UPDATES
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 The Supreme Court, on 2 April 2019, in the case of Dharani Sugars and Chemical Ltd. v. Union of India & Ors. quashed an RBI circular dated 12

February 2018 on the resolution of stressed assets on the grounds of it being "Ultra Vires".

 Accordingly, on 7 June 2019, RBI issued RBI (Prudential Framework for Resolution of Stressed Assets) Directions 2019 ("Directions/Revised

Framework"). Key highlights of the Revised Framework are mentioned below:

 Widened scope: The definition of lenders now also includes small finance banks, deposit taking NBFCs, and systemically important non-

deposit taking NBFCs.

 Restructuring: Lenders are required to adopt a board approved policy for resolution of stressed assets. The timelines for resolution have

quantitative and qualitative parameters, to determine financial difficulty.

 Review period: If any borrower is reported to be in default, lenders (except NBFCs) shall undertake a review of the borrower’s account within

30 days of such default, during which they shall formulate their strategies for resolution plan (RP).

 Inter creditor agreement (ICA):On implementation of RP, lenders (including ARCs) will sign an ICA to, inter alia, address the rights and

duties of majority lenders, protection of rights of the dissenting lenders, and payment to dissenting lenders, etc.

 ICA states that any decision approved by the "specified majority" of lenders, i.e., lenders representing 75 percent by value of total outstanding credit

facilities (fund and non-fund based) and 60 percent of lenders by number, shall be binding on all lenders.

 Disincentive to cases where the implementation of RP is delayed. At the same time, additional provisioning can now be reversed on the satisfactory

implementation of RP.

 The revised framework provides for early recognition, reporting, and time-bound resolution of stressed assets. It is expected to foster improvements

in credit culture.

 The revised framework is intended to provide a fair amount of flexibility to lenders to use their commercial and economic judgement to put in place a

resolution strategy

RBI (PRUDENTIAL FRAMEWORK FOR RESOLUTION OF STRESSED ASSETS) DIRECTIONS 2019
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PROFESSIONA

L SERVICES

SYSTEMS 

INTEGRATION

INFRASTRUCTU

RE 

MANAGEMENT 

& AVAILABILITY 

SERVICES

SEBI (Listing Obligation and Disclosure Requirements) 

Regulations 2015

 REITs now allowed to raise fund by

issuing debt securities

 Listed InvITs can make preferential

issue of units to an institutional

investor as defined in the InvIT

Regulations

 Reduction in the minimum

subscription requirement for an

initial offer and follow-on public

offer of units of REITs and a

revision in trading lots for the

purpose of trading of REITs' units

 Prescribed norms for private

placement of unlisted InvITs' units

and a reduction in the minimum

subscription requirement

 The acquisition made pursuant to an RP approved under 

IBC would be exempt from obligation of  making an open 

offer under SEBI (Substantial Acquisition of  shares and 

Takeovers) Regulations 2011.

 Provisions of  preferential issue of  securities(except lock-

in period) will not be applicable to any preferential issue 

made under RP approved under IBC.

 Revised norms for re-classification of  "promoter" as "public“, subject to 

prescribed conditions

Infrastructure Investment Trusts 

(InvITs) and Real Estate Investment 

Trusts (REITs)

Exemption from SEBI Regulations with 

respect to resolution process under Insolvency 

and Bankruptcy Code (IBC), 2016
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SYSTEMS 

INTEGRATION

SEBI’s decisions taken in board meeting

 With an aim to facilitate delisting process, if the offer price determined

under the book building process is not acceptable to acquirers/promoters,

they can make a counter offer to public shareholders.

 Delisting regulations will not be applicable where delisting equity shares is

made pursuant to an RP approved under IBC

 In its board meeting held on 27 June 2019, SEBI announced key measures 

that include:

 Approval of  a framework for issuance of  differential voting rights for 

tech companies

 Stricter norms on creation/disclosure of  "encumbrance" on shares 

of  a listed company

SEBI (Delisting of Equity Shares) Regulations 2009 (Delisting 

Regulations)
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Section 90 of the Companies Act 2013 (2013 Act) deals with disclosure of significant beneficial owner (SBO). It requires disclosures to be made:

 To the company by individuals who are considered as SBOs

 By the company to the Registrar of Companies

Companies (Significant Beneficial Owners) Rules 2018 [as amended by Companies (Significant Beneficial Owners) Amendment Rules, 2019] came into effect

from 8 February 2019 and are aligned with FATF recommendations.

 SBO’s underlying objective is to identify the ultimate individual/group of individuals who have control or ownership or significant influence of the

company.

 SBO means every individual acting either alone or together, or through one or more persons or trust, possesses one or more of the following rights or

entitlements in the company (reporting company), namely:

i. Holds indirectly or together with any direct holding at least:

 10 percent shares (includes GDR, CCPS, and CCDS) or 10 percent of voting rights in the shares of the reporting company

ii. Has right to receive or participate in a financial year in at least 10 percent of:

 Total distributable dividend

 Any other distribution, either through indirect holding or together with direct holding

iii. Has right to exercise or the actual exercising of "significant influence" or “control" in any manner other than through direct holdings alone

 An individual who does not hold any right or entitlement indirectly [as defined (except right to exercise or actual exercise of indirect significant influence or

control)], is not considered as an SBO.

 Detailed tests have been laid down to provide for determination of SBO, e.g., body corporate, partnership firm, trust, and pooled investment vehicle.

 Exemptions have been provided for shares held in reporting companies by subsidiaries of the holding reporting company, the government, and investment

vehicles regulated by SEBI, RBI, IRDAI, etc.

 On 2 July 2019, MCA deployed e-form BEN-2, which is required to be filed by the reporting company for the disclosure of SBO.

SIGNIFICANT BENEFICIAL OWNERSHIP
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 To provide clarity and strengthen the regulatory framework governing FDI in e-commerce marketplace entities in India and bring a level playing field

among online and offline traders, the Government of India has amended the consolidated FDI Policy Circular of 2017 (FDI Policy) in relation to

FDI in e-commerce entities by Press Note No. 2 dated 26 December 2018 (PN-2 of 2018), with effect from 1 February 2019.

 In view of the above, RBI has also amended Foreign Exchange Management (Transfer or Issue of Security by a Person Resident Outside India)

Regulations, 2017 (FDI Regulations) in relation to FDI in e-commerce entities with effect from 1 February 2019.

 An e-commerce entity providing a marketplace will not exercise ownership or control over the inventory, i.e., goods purported to be sold. Such an

ownership or control over the inventory will render the business into an inventory-based model.

 Inventory of a vendor will deemed to be controlled by the e-commerce marketplace entity if more than 25 percent of purchases of such a vendor

are from the marketplace entity or its group companies.

 An entity that has equity participation through e-commerce marketplace entity or its group companies, or has control on its inventory by e-

commerce marketplace entity or its group companies, will not be permitted to sell its products on the platform run by such a marketplace entity.

 E-commerce entities providing marketplace cannot directly or indirectly influence the sale price of goods or services and shall maintain a level

playing field. Services should be provided by the e-commerce marketplace entity or other entities in which the e-commerce marketplace entity has

direct or indirect equity participation or common control, to vendors on the e-commerce platform at an arm's length and in a fair and non-

discriminatory manner.

 Cash back provided by group companies of the marketplace entity to buyers shall be fair and non-discriminatory.

 The e-commerce marketplace entity cannot mandate any seller to sell any product exclusively on its platform only.

CHANGES IN FDI CONDITIONS IN E-COMMERCE
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 RBI had notified consolidated Foreign Exchange Management (Borrowing and Lending) Regulations, 2018 on 17

December 2018.

 In line with the above revised regulation, RBI had notified a revised framework for ECB and rupee denominated

bonds on 16 January 2019 to further improve the ease of doing business

 The new ECB framework has earlier merged Tracks I and II ECB as “foreign currency denominated ECB" (FCY

ECB), and the Track III and Rupee Denominated Bonds (RDBs) framework as “rupee denominated ECB" (INR

ECB).

 The list of eligible borrowers has been expanded. All entities eligible to receive foreign direct investment can borrow

under the ECB framework. Additionally, port trusts, units in SEZ, SIDBI, EXIM Bank, registered entities engaged in

micro-finance activities viz., registered not-for-profit companies, registered societies/trusts/cooperatives, and non-

government organisations can also borrow under the new ECB framework.

 The recognised lenders under ECB should be resident of FATF or IOSCO compliant country. Multilateral and

regional financial institutions, individuals, and foreign branches/subsidiaries of Indian banks can also be lenders,

subject to prescribed conditions.

 All in cost ceiling per annum is the benchmark rate plus 450 basis points spread.

 The minimum average maturity period (MAMP) has been kept at three years for all ECBs, irrespective of the amount

of borrowing except for borrowers that are specifically permitted for a shorter period.

 All eligible borrowers can now raise ECBs up to USD 750 million or equivalent per financial year under the automatic

route.

 Late submission fee was introduced for a delay in prescribed reporting under the ECB framework to obviate the need

for compounding these contraventions.

REVISED FRAMEWORK FOR ECB
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1. Banning of Unregulated Deposit Schemes Ordinance,

2019 (UDS Ordinance) was promulgated with effect from

21 February 2019 to:

 Tackle the menace of illicit deposit taking activities

 Provide a comprehensive mechanism to ban unregulated

deposit schemes

 Protect the interests of depositors

2. UDS Ordinance defines the following two types of deposit

schemes:

Unregulated Deposit Scheme (UDS)

It is a scheme or an arrangement under which “deposits" are

accepted or solicited by any “deposit taker" by way of business

and which is not a “regulated deposit scheme", as specified under

UDS Ordinance.

Regulated Deposit Scheme (RDS)

It is a permissible scheme or an arrangement under which

“deposits" are accepted or solicited by any “deposit taker" and as

specified in UDS Ordinance. Accordingly, any

scheme/arrangement that falls within the ambit of “deposit" and

is not RDS under the UDS Ordinance, is considered UDS and is

banned.

Banning of  Unregulated Deposit Schemes Ordinance, 2019
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ODI VALUATION 

GUIDELINES

Exemptions

Certain examples of receipts that are not considered “deposits" under the UDS Ordinance are:

1. Amount received in the course of, or for the purpose of, business and bearing a genuine

connection to such business

2. Loan from a bank, public financial institutions, or any NBFC registered with RBI

3. Amounts received from foreign governments, foreign body corporate, foreign citizen, etc.,

as permissible under FEMA

4. Capital contributions by partners of any partnership firm or a limited liability partnership

5. Loan from relatives by an individual

6. Loan from the relatives of partners by a partnership firm

According to UDS Ordinance, UDS is banned and no person shall knowingly make any

statement, promise or forecast that is false, deceptive, or misleading in material facts or

deliberately conceal any material facts, to induce another person to invest in, or become a

member or participant of any UDS.

Law enforcement agencies are given vast powers under the UDS Ordinance to investigate

affairs of deposit takers.
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THANK YOU
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Disclaimer:

This publication contains information compiled for the general

information of readers. Readers are advised to seek

professional opinion before initiating any action based on this

document. Neither ProXcel nor any other member of the

organization can accept any responsibility for loss occasioned to

any person acting or refraining from action as a result of any

material in this publication. On any specific matter, reference

should be made to the appropriate advisor.



Business Setup Services

Corporate Law Advisory

Internal and External Audit

Transaction Advisory and M&A Support

Direct and Indirect Tax Advisory

Corporate and FEMA Advisory

► Proxcel is a corporate advisory firm promoted by young
and dynamic professionals having rich experience in the
field of financial and management consultancy. We offer
range of integrated professional services to help
entrepreneurs set up businesses and constantly grow by
leveraging all opportunities smoothly through advising them
on the right financial and legal strategies for expansion.

► Our Services include business set up services, project
funding, business valuations for M&A, financial reporting,
corporate law advisory, internal and external audit with
specialization in Direct and Indirect Taxation.

► Our Expert Team sharing a common vision, belong to
diverse technical, business and legal backgrounds. We
deploy specialized and multidisciplinary teams to serve
assignments requiring specific skills. This enables us to work
proactively and closely with clients and respond effectively
to their needs in a highly focused manner, which in today’s
fast changing business environment is quite crucial to a
client’s success.

Our Offerings

Tangible, Intangible and Business Valuation

ABOUT US
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To achieve highest standards of

professionalism by providing our clients

timely delivery of highest quality of

services.

To ensure highest level of accuracy in

professional deliveries.

To provide specialized services by

specialized people.

Constantly update knowledge and skills of

our team members and aim for higher

specialization.

Build enduring relationships with clients

through proactive responsiveness and focus

on client satisfaction.

Build a motivated and efficient team

committed to common vision of the

organization.

MISSION

A team of young and dynamic

professional backgrounds, providing

tailored solutions as per requirement.

Our updated technical knowledge

support in your global endeavors. Our

team is committed in tracking and

updating you with latest technical

developments in the accounting and

legal environment across the globe,

which helps you to sustain and grow.

Our transparency and focused team

believes in building enduring

relationships with our clients, we listen

and respond to clients with utmost

honesty and integrity. We are client

focused and provide customized

solutions tailored to client needs.

STRENGTH VISION

To deliver professional excellence 

through providing timely services 

with utmost level of  accuracy and 

ensure highest level of  client 

satisfaction

SERVICES OFFERINGSSTRENGTH-VISION-MISSION
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Tax Advisory Services

• Advising on direct and indirect tax matters 

• Transfer pricing study under Income tax law for international and 

domestic transactions 

• Compliance, advisory and diagnostic for Goods & Service tax (GST)

• Custom and DGFT matters

• Special Valuation Branch (SVB) registration and assessment

Audit and Assurance

• Internal audit, Management audit and Special Audits.

• Internal Control over financial reporting (ICOFR)

• Designing Standard Operation Procedure (SOP), implementation and 

streamlining accounting systems

• Designing of  Management Information System (MIS) and Internal 

Control System

Transaction Advisory Services

• Business Valuations for M&A, inbound and outbound investment

• Tangible and Intangible assets valuations 

• Target Identification and deal negotiations

• Project fund raising & debt syndication

• Due Diligence

• Drafting agreements including Shareholders agreement, lease agreement, 

JV Agreement etc.

1
2

3 Cost compliance services

• Facilitation of  Cost Audits u/s 148 of  the Companies Act, 2013

• Cost Record preparation and advisory

• Design and Implementation of  Cost Accounting System/MIS

• Calculation of  captive consumption as per Cost accounting Standard 

(CAS – 4)

• Computation of  Product Costing and Tariff  Designing

4

India Entry Services

• Pre entry market study

• Legal and tax structuring 

• Company formation, Setup of  branch office/Liaison office

• Regulatory Approvals & Compliances

• Accounting, financial and tax advisory

5

6 Other Services

• Accounting Support/Outsourcing Services

• Payroll Management Services

• Outsourced CFO services

• Stock/Fixed Assets physical verification

• Secretarial compliance and advisory services

• FEMA advisory services

• XBRL conversion and filing services

SERVICES OFFERINGS
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Proxcel Advisory Services LLP

Office Address: 26, Ground Floor, JMD Megapolis, Sector 48,

Sohna Road, Gurgaon- 122018

Telephone: +0124 421 9460

Email: contact@Proxcel.in

Website: www.proxcel.in

Proxcel Connect

CA Naveen Goyal

M: +91 99110 95297

CA Ajay Jain

M: +91 98999 87124 

CA Kushal Bansal

M: +91 96436 23236 


