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@) Union Budget 2026-27: Setting the Fiscal Direction

The Union Budget 2026-27, announced by the Government of Indiqg, reflects a continued focus on sustained
economic growth, fiscal discipline, and structural reforms. Anchored around the vision of Viksit Bharat, the
Budget seeks to balance macroeconomic stability with inclusive development and long-term competitiveness.

This presentation summarises the key highlights of the Budget and presents ‘Taxpert Professionals’
independent analysis of its tax, regulatory, and economic implications.
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BUDGET & STRATEGIC FOCUS

@) Policy Vision and Reform Agenda
The Budget emphasises a clear shift from short-term measures to long-term nation-building priorities. Key
themes include strengthening domestic manufacturing, accelerating infrastructure-led growth, deepening

financial sector resilience, and leveraging technology for governance efficiency.

With a strong thrust on public investment, services sector expansion, MSME empowerment, and energy security,
the Budget reinforces India’s reform momentum amid evolving global economic dynamics.

2026
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We, at Taxpert Professionals, are pleased to present the key
highlights of the Union Budget 2026-27, as announced by the
Government of India. The Budget outlines India’s fiscal and economic
roadmap with a clear emphasis on sustained growth, fiscal
discipline, and structural reforms, aligned with the vision of Viksit
Bharat, balancing ambition with inclusion.

The Union Budget 2026-27 focuses on transforming aspiration into
achievement through public investment—led growth, strengthening
domestic manufacturing, expanding the services sector, enhancing
infrastructure, and promoting people-centric development.

The Government has reiterated its commitment to fiscal prudence,
targeting a fiscal deficit of 4.3% of GDP, while ensuring stability,
monetary discipline, and long-term economic resilience.
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Economic Vision: Emphasis on Action over Ambivalence, Reform over Rhetoric, and People over Populism to
sustain high growth of around 7%

Fiscal Discipline: Fiscal deficit targeted at 4.3% of GDP with a continued focus on capital expenditure and debt
consolidation

Manufacturing & MSMEs: Strong thrust on domestic manufacturing through sector-specific schemes, revival of
legacy industrial clusters, MSME financing support, and trade facilitation measures

Services Sector: Renewed focus on IT, healthcare, education, tourism, AVGC, sports, and design as key growth
drivers

Infrastructure & Energy: Large-scale public infrastructure initiatives, logistics corridors, urban development,
and long-term energy security measures

Ease of Doing Business: Trust-based governance, customs reforms, simplified tax procedures, and reduced
compliance burden

People-Centric Development: Focus on employment, skilling, healthcare, care economy, agriculture, and rural
development

Long-Term Vision: Alignment with India’s journey towards Viksit Bharat @2047
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First Second Third
Kartavya Kartavya Kartavya
(o D [ . : i 2 (& e 7y
Accelerate and sustain Fulfil aspirations of Vision of Sabka Sath,
economic growth our people Sabka Vikas
L J . J . J
e Enhancing productivity and e Build people’s capacity * Ensure that every family,
competitiveness community, region and
e Making them strong seciof . has access . o
e Building resilience to volatile partners in India's path to resources, amenities and
global dynamics prosperity opportunities for meaningful

participation
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QN IT and Telecom

@ Development of North East
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EXPENDITURE OF MAJOR ITEMS

(In Z crore)

— — ———— — ——— — — —— — — —— — — —— — — —— — — —— — — —— — — —— — — —— — — —— — — — — — — —

2. 74,560
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DIRECT TAX
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Due Dates for Filing Return of Income (Section 139):

The Union Budget 2026—-27 has streamlined the timelines for filing Income-tax Returns by continuing the
existing framework for original returns and providing additional time for filing belated, revised, and
updated returns as follows:

Category of Assessee Current Due Dates Proposed Due Dates
Individual / HUF / AOP / BOI having business 3lst Jul

. vidual / /. / . ving bUs! Y 31st August
income and not liable to audit

Indlylduc! [ HUF [ AOP / BO.I not hovmg. 31st July 31st July
business income and not liable to audit

Companies 31st October 31st October
Partnership Firm (Liable to audit) 31st October 31st October
LLP (Liable to audit) 31st October 31st October
Original Return- Tax Audit cases (Non- 3lst October 3lst October
company)

Original Return — Transfer Pricing cases 30th November 30th November
Perj..ct)n (other than company) liable to tax 31st October 31st October
audi
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AMENDMENTS - INCOME TAX ACT, 1961

Timelines for Filing Revised/ Belated/ Updated Income-tax Returns

Type of Return

Current Due Dates

Proposed Due Dates

Belated Return

31 December

31 March

Revised Return

31 December

31 March (subject to late fee u/s 234-1)

Updated Return

Within 24 months from end of relevant
Assessment Year

Up to 48 months from end of relevant
Assessment Year

)l Late Fees ufs. 234-1 for Filing of Revised Income Tax Return:

Introduced in the Union Budget 2026-27 and effective from 1st March 2026, provides for a new late fee on
delayed filing of a revised income-tax return under Section 139(5). Key changes are as follows:

Sr. No. Particular Late Fees
] Total income up to 25 lakh 21,000
2 Total income above 25 lakh 25,000

Www.taxpertpro.com
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Interest Waiver on Penalty Demands Pending Appeal

» Applies to penalty levied under Section 270A (under-reporting / misreporting of income)

»> No interest under Section 220(2) to be charged on such penalty demands till disposal of appeal by
Commissioner (Appeals) — Section 250 and till disposal of appeal by ITAT - Section 254

»> Prevents taxpayers from paying interest on disputed penalties

»>» Once the appeal is decided interest impact will depend on the final outcome

Immunity from Penalty and Prosecution

With effect from 1°* March, 2026, Section 270AA is amended to significantly expand to include Immunity not
only from penalty under Section 270A (under reporting or misreporting the income) and prosecution under
Section 276C (Wilful attempts to evade tax), but also from prosecution under Section 276CC (wilful failure

to furnish Income Tax Return). The amendment expressly permits immunity in misreporting cases upon
payment of 100% additional tax in lieu of penalty.
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Rationalisation & Decriminalisation of Provisions for Prosecution

Amendments to Sections 276 to 280 of the Income-tax Act, 1961 (Effective 1st March, 2026)

» Key Changes Introduced

1. Moderation of Penal Consequences

Punishment across Sections 276 to 280 has been rationalised by replacing rigorous imprisonment with
simple imprisonment, reflecting a calibrated and proportionate approach to criminal enforcement.
Mandatory imprisonment has been removed in most cases such as for wilful attempt to evade tax,
falsification of books, etc. there by enabling discretion based on facts, intent, and materiality.

2. Quantum-Based Prosecution Structure

A graded punishment framework has been introduced, linking prosecution consequences to the quantum of
tax involved, thereby ensuring consistency and proportionality:

Quantum of Tax Involved Punishment under Amended Provisions
Exceeding ¥50 lakh Simple imprisonment up to 2 years, or fine, or both
¥10 lakh to ¥50 lakh Simple imprisonment up to 6 months, or fine, or both
Other cases Fine only
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The aforesaid framework applies uniformly to offences under Sections 276B, 276BB, 276C, 276CC, 276CCC, 277
and 278, covering failures to deposit tax deducted or collected at source (TDS/TCS), failure to furnish returns

of income (including in search cases), wilful tax evasion, making false statements or accounts, and abetment
of such offences.

» Decriminalisation of Procedural and Compliance-Related Defaults

(a).TDS / TCS Defaults (Sections 276B and 276BB)

Prosecution shall not be initiated where TDS/TCS is deposited on or before the due date of filing the relevant
TDS [ TCS statements. Lower-value defaults i.e. where the amount of default doesn't exceed Rupees Ten

Lakhs are now addressed through monetary penalties, effectively removing criminal consequences for
procedural delays.

Prosecution is barred where;

e The return of income is furnished before the end of the relevant assessment year, or

e In the case of non-corporate taxpayers, tax payable does not exceed €10,000
Even in search-related cases, prosecution is now governed by the aforesaid monetary thresholds, ensuring
that criminal action is reserved for material and substantive defaults i.e. defaults exceeding Rs. 10,00,000.
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Wilful tax evasion, including under-reporting of income and falsification or omission of entries in books,
continues to be prosecutable. However, punishment is now discretionary and linked to the quantum involved,
with imprisonment prescribed only above specified monetary threshold.

Prosecution for false verification, producing false accounts or documents, and abetment of tax evasion
continues. However, imprisonment is applicable only beyond above-mentioned monetary thresholds,
aligning these offences with the rationalised prosecution framework.

3. Rationalisation of Punishment under Section 277A

The earlier requirement of rigorous imprisonment with a mandatory minimum term of three months which
may be extended to 2 years has been replaced with simple imprisonment up to two years, along with fine,
thereby removing mandatory imprisonment and introducing discretion in sentencing.
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) Paradigm Shift from Dividend to Capital Gains

1. Current Provision:

» Buy-back consideration = Dividend income (Section 2(40)(f))

»>» Cost of shares = Recognized as capital loss separately

2. Proposed Amendments:

» Buy-back consideration = Capital Gains (not dividend)
»> Entire transaction taxed under capital gains framework

»> Different rules for Promoters vs Non-Promoters

www.taxpertpro.com Page | 14



TAPERT AMENDMENTS - INCOME TAX ACT, 2025

PROFESSIONALS

Adding valug with quality and col

i) Tax Treatment for Promoters

Who is a Promoter?

e Listed Companies: As per SEBI (Buy-Back of Securities) Regulations, 2018, Reg 2(k)

» a.Person(s) in control of the company
» b.Founders of the company
» C.Persons named as promoter in offer documents/annual returns

» d.Immediate relatives and entities controlled by above

e Other Companies:

» Promoter u/s 2(69) of Companies Act, 2013,
1.Person named as promoter in prospectus/annual return, OR
2.Person having control over company affairs (directly/indirectly), OR
3.Person whose advice/directions the Board follows

» Person holding >10% shareholding (directly or indirectly)
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Special Tax Structure: Promoters to pay Normal Capital Gains Tax + Additional Income Tax

e Category 1: Domestic Company Promoters (22% Total)

Type Normal Rate (A) Additional Tax (B) Effective Rate (A+B)
Short Term Capital Gains 20% 2% 22%
Long Term Capital Gains 12.50% 9.50% 22%

e Category 2: Other Promoters (30% Total)

Type Normal Rate (A) Additional Tax (B) Effective Rate (A+B)
Short Term Capital Gains 20% 10% 30%
Long Term Capital Gains 12.50% 17.50% 30%

‘Others” includes: Non-domestic companies, individuals, HUFs, partnership firms etc.
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ii) Tax Treatment- Non- Promoters

Who are Non-Promoters? Simple Capital Gains Tax (No Additional Tax)
» All shareholders who dont meet promoter Type Normal Rate (A)
definition
Short Term Capital Gains 20%
»> Retail investors, institutional investors, general
pUb“C Long Term Capital Gains 12.50%

e Streamlining of Assessment, Penalty Proceedings and Stay on Demand:

Assessment and penalty proceedings will be combined into a single order, reducing duplication. Interest will

accrue only after the first appellate order, and the mandatory pre-deposit for stay of demand has been lowered
from 20% to 10%, easing liquidity pressure during appeals.
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) Bl Changes in the Advance Pricing Agreement (APA) (Effective 1st April 2026)

1. Current Provision:
» Section 168(1) permits filing of a modified return of income only by the person who has entered into
an Advance Pricing Agreement (APA) with the Board.

»> No provision exists for filing or modifying return by the Associated Enterprise (AE) whose income is
correspondingly impacted due to the APA.

2. Proposed Amendments:

»> Section 168(1) is proposed to be amended to allow:

e The APA applicant, and/or
e Any Associated Enterprise (AE) whose income is affected to furnish a return or modified return

of income.
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) Bl Changes in the Advance Pricing Agreement (APA) (Effective 1st April 2026)

»>» Such return shall be:

e Strictly in accordance with and limited to the terms of the APA
e Filed within 3 months from the end of the month in which the APA is entered into
e Applicable only for tax years covered under the APA

» Applicable where the APA is entered into on or after 1 April 2026.

Www.taxpertpro.com
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Rationalisation of tax rate under section 195 and penalty under section 443 in

respect of certain Income (Effective 1st April, 2026):

1. Current Provision:

»> Section 102 to 106 cover income in the nature of unexplained credits, investments, assets,
expenditure, and amounts borrowed or repaid through negotiable instruments [ hundi.

»> Section195(1) provides that such income is taxed at a special rate of 60%.

»> Section 443 provides for a penalty of 10% of the tax payable where income determined includes
income referred to in Sections 102 to 106.

2. Proposed Amendments:

» It is proposed to rationalise the tax and penalty framework for income covered under Sections 102
to 106 by:
e Reducing the tax rate under Section 195 from 60% to 30%.
e Omitting the specific penalty provision under Section 443.
e Providing that penalties, where applicable, shall be governed by the general provisions for
under-reporting of income due to misreporting under Section 439(11), thereby aligning with the
standard penalty regime.
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AMENDMENTS - INCOME TAX ACT, 2025

Rationalization of Minimum Alternate Tax provisions (Effective 1°* April, 2026)

1. Current Provision:

»>

»>

Section 206
Alternate Tax
companies.

MAT is levied at 15% of book profit (except
IFSC units).

Where MAT exceeds normal tax, MAT is
payable.

provides for Minimum
(MAT) applicable to

Excess MAT paid is allowed as MAT credit,
which can be:

e Carried forward for up to 15 years

e Set off when normal tax exceeds MAT

MAT regime currently applies only under
the old tax regime.

2. Proposed Amendments:

» MAT to become final tax under the old tax
regime — no new MAT credit to be allowed.

»> MAT rate reduced from 15% to 14% of book
profit.

»> MAT credit set-off permitted only under the
new tax regime:

e Domestic companies: Set-off allowed up to
25% of tax liability.

e Foreign companies: Set-off allowed to the
extent of the difference between normal
tax and MAT in the year normal tax exceeds
MAT.

»> Objective is to facilitate transition from old to
new tax regime.

Www.taxpertpro.com
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Allowing the filing of updated return after issuance of notice of reassessment:

1. Current Provision:

Section 263 governs filing of Income Tax Returns including updated returns, permitting filing within 48
months from the end of the financial year succeeding the relevant tax year, to encourage voluntary
compliance, subject to specified restrictions.

However, updated return cannot:

e Be a return of loss

e Reduce tax liability or increase refund

e Be filed where assessment, reassessment, search, survey or prosecution proceedings are pending or
completed

Section 263(6)(c)(v) specifically prohibits filing of an updated return once reassessment proceedings are
initiated. Also, Section 267(5) prescribes additional income-tax at 25%, 50%, 60% and 70% of tax and
interest payable.
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Allowing the filing of updated return after issuance of notice of reassessment:

2.Proposed Provision:

It is proposed to amend Section 263 to allow filing of an updated return in pursuance of a notice
issued under section 280, within the period specified in such notice. In such cases, the assessee shall
be restricted to filing the return only through the updated return route.

It is further proposed to amend Section 267 to provide that where an updated return is filed pursuant to
a section 280 notice, the additional income-tax payable shall be increased by a further 10% of the
aggregate of tax and interest payable.

Where such enhanced additional income-tax is paid, the income so disclosed shall not be subject to
penalty under section 439.

3. Effective from 1** April, 2026 under Income Tax Act, 2025. Corresponding amendment proposed in
the Income-tax Act, 1961, effective retrospectively from 1 March 2026, to allow updated return in
response to section 148 notice.
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Rationalisation of Tax Collected at Source (TCS) Rates (Effective 1 April, 2026)

Section 394(1) of the Income Tax Act, 2025 provides multiple rates for collection of Tax at Source (TCS)

Nature of Receipt Current Rate Proposed Rate
Sale of alcoholic liquor for human consumption 1% 2%
Sale of tendu leaves 5% 2%
Sale of scrap 1% 2%
Sale of minerals, being coal or lignite or iron ore. 1% 2%

(@) 5% for purposes of education or Medical|(a) 2% for purposes of education or medical

Remittance under the Liberalised Remittance
treatment; treatment;

Scheme of an amount or
aggregate of the amounts exceeding ten lakh

rupees (b) 20% for purposes other than education or|b) 20% for purposes other than education or

medical treatment medical treatment

(a) 5% of amount or

Sale of “overseas tour programme aggregate of amounts up to ten lakh rupees;
package” including expenses for travel or hotel
stay or boarding or lodging or any such similar or | (b) 20% of amount or
related expenditure aggregate of amounts
exceeding ten lakh rupees.

2%
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) Bl Single-Point Filing of No-TDS Declaration via Depositories (Effective 1°* April, 2027)

1. Current Provision:

» Under section 393(6) of Income Tax Act, 2025, taxpayers seeking non-deduction of tax at source are
required to submit a written declaration in Form 15G/H separately to each income payer for specified
incomes such as dividends, interest on securities, and mutual fund income, leading to multiple filings
and higher compliance burden for investors.

2. Proposed Amendments:

»> To simplify compliance and improve ease of doing business, it is proposed to allow investors to file a
single no-TDS declaration with the depository, which will be electronically transmitted to all relevant
income payers. This facility is available to only to those investors who have held the securities or
units in the depository and where the securities are listed in registered stock exchange in India.

Additionally, the reporting frequency for income payers to submit the declaration received by them
to the Income-tax authorities have been changed from monthly to quarterly.
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) 2 Electronic Filing and Issuance of Lower [ Nil TDS Certificates (Effective 1°* April, 2026)

1. Current Provision:

»> Section 395 provides for issuance of certificates (LTDC) for deduction of tax at source or tax
collection at source at nil or lower rates, based on an application made by the payee before the
Assessing Officer, followed by manual verification and approval.

2. Proposed Amendments:

»>» To ease compliance for small taxpayers and improve efficiency, it is proposed to allow the payee to
file applications electronically for issuance of certificates (LTDC) for lower or nil deduction of income-
tax before the prescribed income-tax authority, which may issue or reject such applications based

on prescribed conditions.
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) 2l TAN Requirement Waived for Property Purchase from Non-Residents (Effective 1st

October, 2026)

1. Current Provision:

»> Every person deducting or collecting tax is required to obtain a Tax Deduction and Collection
Account Number (TAN) in case of purchasing immovable property from a non- resident person.

2. Proposed Amendments:

»>» To reduce compliance burden on resident individuals and Hindu Undivided Families (HUFs), it is
proposed to amend that a resident individual or HUF shall not be required to obtain TAN for
deduction of tax at source on consideration paid to a non-resident seller, under section 393(2).
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Application of TDS on Supply of Manpower (Effective 1°* April 2026)

1. Current Provision:

»> The Act prescribes different TDS rates for contractual payments and professional or technical
services, leading to ambiguity on the applicable TDS provision and rate for payments relating to
supply of manpower.

2. Proposed Amendments:

»>» To provide clarity, it is proposed to include “supply of manpower” within the definition of “work” under
section 402(47), so that TDS shall be deducted @1%/ 2% under the provisions of section 393(1), as
applicable.
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) 4l Penalty for Non-Compliance in Reporting Crypto-Asset Transactions (Effective st

April 2026)

1. Current Provision:

»> Section 509 mandates prescribed reporting entities to furnish statements containing information on
crypto-asset transactions, but does not currently prescribe a specific penalty for non-furnishing or
iInaccurate reporting.

2. Proposed Amendments:

»>» To ensure compliance and act as a deterrent, it is proposed to amend section 446 to introduce
penalty provisions, namely
(i) Rs. 200 per day for failure to furnish the prescribed statement; and
(i) Rs. 50,000 for furnishing inaccurate particulars and failure to rectify such inaccuracy.
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Insertion of New Exempt Income Categories in Schedule Il (Effective 1st April, 2026)

1. Disability Pension for Armed Forces Personnel:

»> Income arising to a foreign company from providing capital goods, equipment or tools to an Indian
contract manufacturer for electronics manufacturing in India shall be exempt, subject to conditions
such as retention of ownership by the foreign company, manufacturing in a customs bonded
warehouse, and production on behalf of the foreign company.

2. Exemption for Non-Resident Individuals under Notified Schemes:

»>» Income accruing or arising outside India shall be exempt in the hands of a non-resident individual
who visits India for the first time to render services under a Government-notified scheme, subject to
prescribed conditions. Exemption limited to five consecutive tax years from the first year of visit.

3. Compensation on Compulsory Acquisition of Land:

»>» Income arising from awards or agreements relating to compulsory acquisition of land shall be
exempt in the hands of an individual or HUF, where such acquisition is made under the Right to Fair
Compensation and Transparency in Land Acquisition, Rehabilitation and Resettlement Act, 2013.
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Income Exemption for the Foreign Company/ Non-Residents (Effective 1° April, 2026)

1. Exemption for Foreign Companies Supporting Electronics Manufacturing

»> Income arising to a foreign company from providing capital goods, equipment or tools to an Indian
contract manufacturer for electronics manufacturing in India shall be exempt, subject to conditions
such as retention of ownership by the foreign company, manufacturing in a customs bonded

warehouse, and production on behalf of the foreign company.

Exemption available up to tax year 2030-31.

2. Exemption for Non-Resident Individuals under Notified Schemes:

»> Income accruing or arising outside India shall be exempt in the hands of a non-resident individual
who visits India for the first time to render services under a Government-notified scheme, subject to

prescribed conditions.

Exemption limited to five consecutive tax years from the first year of visit.
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3. Exemption for Foreigh Companies Procuring Data Centre Services in India:

»> |Income accruing or deemed to accrue in India to a notified foreign company from procuring data
centre services from a specified Indian data centre shall be exempt, provided the foreign company

does not own or operate the data centre infrastructure and all Indian sales are routed through an
Indian reseller.

Exemption available up to the tax year ending 31 March 2047.

Simplifying the Safe Harbour Rules

India is a global leader in software development services, IT-enabled services, knowledge process
outsourcing and contract R&D services. Given the interconnected nature of these activities, the
Government has introduced significant simplification measures under the transfer pricing framework.
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® Key BUdgEt Anhouncements

»> All software development services, IT-enabled services, KPO services and contract R&D services relating
to software development are proposed to be clubbed under a single category — “Information Technology
Services”.

»> A uniform Safe Harbour margin of 15.5% is proposed for all IT Services.

»> The Safe Harbour eligibility threshold for IT Services has been enhanced from 2300 crore to 22,000 crore.

»> Safe Harbour applications for IT Services will be approved through an automated, rule-driven process,
without any requirement for examination or approval by tax officers.

»>» Once opted, the Safe Harbour can be continued for up to 5 consecutive years, at the option of the
taxpayer.
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e Advance Pricing Agreement (APA) Measures

»> Introduction of a fast-track Unilateral APA process for IT Services.
»> Endeavour to conclude APA within 2 years, extendable by 6 months on taxpayer’s request.

»> The facility of filing modified returns pursuant to an APA is extended to Associated Enterprises as well.
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A one-time foreign asset disclosure window is proposed be opened for a period of Six months from the date of
notification to help taxpayers who may have unintentionally failed to report foreign income or assets in their tax
returns to regularise undisclosed overseds income and assets.

The key conditions and benefits of the one-time foreign asset disclosure scheme are summarised below:

Sr. No. | Type of Asset [ Income Amount Payable Conditions
YP y
Aggregate of:
« Tax @ 30% of the value of undisclosed foreign ﬁgg{:ﬁgggg’?gg o;the
| (a) Undisclosed asset located outside India; or asset (as on 31 March 2026); or asset andor fore? .
(b) Undisclosed foreign income « Tax @ 30% of undisclosed foreign income; and 9

« Additional amount equal to 100% of the tax income does not exceed

€l crore
computed above
(a) Foreign asset acquired from income earned outside India during
the period when the assessee was a non-resident, but not disclosed Value of the foreign
2 after becoming resident; or One-time fee of Z1 lakh asset does not exceed
(b) Foreign asset acquired from income already offered to tax in Indig, €5 crore

but not disclosed in the relevant schedule of the return of income

» Additional Relief for Small Foreign Assets

It is also proposed that non-disclosure of movable foreign assets with aggregate value less than 20 lakh will
attract no penalty, and will receive prosecution immunity retrospectively from 1 October 2024.
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Intermediary Services Proposed to be Treated as Export of Services

» The Finance Bill, 2026 proposes to omit Section 13(8)(b) of the IGST Act, 2017, which earlier deemed the
place of supply of intermediary services as the location of the supplier.

» Post amendment, the place of supply shall be determined under Section 13(2), i.e., based on the location
of the recipient of services.

»> This enables intermediary services provided to overseas clients to qualify as export of services and be
treated as zero-rated supplies under GST.

>

»> Service providers will be eligible to claim refund of IGST paid on exports or refund of unutilised ITC when
services are supplied under LUT.

»> The proposal addresses a long-standing interpretational issue that led to denial of export benefits and
substantial litigation.

»> Expected to improve ease of doing business for commission agents, brokers, marketing, liaison, and
sourcing agents engaged with foreign clients.
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AMENDMENTS IN GST

) 2l Provisional Refund Extended to Inverted Duty Structure

» The Budget proposes to amend Section 54(6) of the CGST Act to allow provisional refunds in cases of
inverted duty structure.

»> Earlier, provisional refunds were largely restricted to zero-rated supplies, causing working capital
blockages.

»> Eligible taxpayers will now be able to receive up to 90% of the refund amount on a provisional basis,
improving cash flow.

Removal of Minimum Threshold for Export Refunds

» The proposed amendment to Section 54(14) removes the Rs. 1,000 minimum threshold for sanction of
export refunds with payment of tax.

»> Refunds will be granted irrespective of the amount involved, including small-value claims.

»> This proposal provides significant relief to MSMEs and small exporters, especially those dealing in low-
margin or high-volume export transactions.
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) M Post-Sale Discounts — Valuation Rationalisation

» The Finance Bill proposes to amend Section 15(3) of the CGST Act to remove the requirement of linking
post-sale discounts with a pre-existing agreement.

»>» Post-sale discounts can be excluded from the value of supply based on commercial arrangements or
performance criteria.

»> Such exclusion will be allowed subject to issuance of a credit note under Section 34 and reversal of ITC
by the recipient.

)l Credit Notes & Interim Appellate Mechanism

»> Section 34 is proposed to be amended to expressly link credit notes with valuation provisions under
Section 15, ensuring statutory clarity.

» A new Section 101A(1A) is proposed to empower the Government to notify an existing authority or tribunal
to hear GST appeals.

»>» This ensures continuity in dispute resolution until the National Appellate Authority becomes operational,
effective 01 April 2026.
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STATUTORY CHANGES - CUSTOMS

Overview of updates to the Customs Act, 1962

Expanded Extent (Section 1):

» The Act’s jurisdiction now specifically includes fishing and fishing-related
activities beyond India’s territorial waters.

New Statutory Definitions:

» Indian-flagged fishing vessel: Defined as a vessel used or intended for
sea fishing and entitled to fly the Indian flag.

» Clause Renumbering: Clause 28(A) is renumbered to 28(B) to
accommodate the new definition.

Duty-Free Harvesting
(Section 56A):

»> Fish harvested beyond territorial waters by Indian-flagged vessels may be
brought into India duty-free.

EXpOI‘t Treatment:

»> Fish landed at foreign ports will be treated as "export of goods™ as per
prescribed rules.

Regulatory Powers:

»> New machinery provisions govern the form, manner of entry, custody, and
assessment for these fishing activities.

Www.taxpertpro.com
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Efficiency measures and compliance relaxations

»> Validity period is extended from 3 years to 5 years.

Advance Rulings (Sec. 28J): Existing rulings in force on the date of Presidential assent can be
extended to 5 years upon applicant request.

» The requirement for prior permission from a Proper Officer for removing
goods from one wadrehouse to another is dispensed with, replaced by a
simple intimation.

Warehouse Transitions

(Sec. 67):

Recovery Clarifications »> Penalties paid under Section 28(5) shall now be treated as a charge for
(sec. 28): non-payment of Customs duty, harmonizing practical application.

Post and Courier »> The CBIC's regulatory scope is widened to include the "custody” of goods
(sec. 84): (alongside examination) imported or exported via post or courier.

»> The timeline for deferred duty payment is revised from 15 days to 1 month,

Deferred Duty Payment: e Gt
yray and a new class of "eligible importers” is introduced.
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REFORMS & RATE NOTIFICATIONS

Baggage Rules 2026 and specific duty exemptions:

Baggage Rules 2026:

» Replacing the 2016 Rules (effective 02-02-2026) to rationalize provisions,
resolve interpretational issues, and restructure Transfer of Residence
benefits.

Baggage Rules 2026
(Effective 02-02-2026):

» Aviation: Raw materiols/parts for aircraft maintenance, repair, or
overhauling (MRO) when imported by Defense PSUs.

»> Health: Inclusion of 17 new drugs and 7 rare diseases under the National
Policy for Rare Disease (NPRD) for personal use exemptions.

»> Energy: Exemption scope widened to include Battery Energy Storage
Systems (BESS) and nuclear power projects without capacity restrictions

Social Welfare Surcharge
(sws) & AIDC

» SWS is proposed on all goods for personal use (Heading 9804) effective
01-04-2026

»> AIDC is modified with a proposed rate of 0.5% for specific categories.

Sunset Clauses:

» 102 exemptions are extended to 31-03-2028, while 22 entries are set to
lapse on 31-03-2026.

Www.taxpertpro.com
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The Union Budget 2026 introduces a Three-Pronged Framework aimed at transforming MSMEs from survival-
oriented businesses into scalable, competitive and Investment-ready enterprises.

Core Focus Area:

»> Equity capital support
»> Faster and cheaper liquidity

»> Affordable compliance & governance support

This initiative addresses the three biggest MSME pain points:

»>» Capital Constraints
»> Delayed Payments

»>» Compliance Burden

www.taxpertpro.com Page | 42



TAPERT EQUITY SUPPORT FOR MSMES

PROFESSIONAL

Adding valug with quality and commitment

Dedicated Capital Infusion Medasures

» Key Announcement under Equity Support:

A. 10,000 crore SME Growth Fund announced B. Top-up of 22,000 crore to the Self-Reliant

to support: India Fund (2021)

»> Dedicated equity and quasi-equity funding for »>» Government-backed Fund of Funds
MSMEs supporting MSMEs through AlFs

»> Targeted at growth-stage and expansion-ready »> Encourages private equity participation in
enterprises MSMEs

» What this means for MSMEs???

e Reduced over-dependence on bank loans
e Stronger net worth and balance sheet
e Better eligibility for future funding, IPOs and strategic investors
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Making TReDS the Backbone of MSME Payments

» TReDS (Trade Receivables Discounting System):

A digital platform where MSMEs can discount their invoices and receive immediate payment from financiers.

» Strengthening MSME Cash Flows

TR e e T e T 2. Credit Guarantee via Credit Guarantee Fund
' y ' Trust for Micro and Small Enterprises (CGTMSE) for:
» All purchases by CPSEs (Central Public » Government-backed credit guarantee cover
Sector Enterprises) from MSMEs for invoice discounting on TReDS
»> Expected to become the standard »> Reduces risk for lenders — lower discounting
payment settlement platform for large cost for MSMEs
corporates
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3.Integration of GeM with TReDS 4.Securitisation of TReDS receivables

» Linking Government e-Marketplace (GeM) »> MSME receivables to be converted into asset-
with TReDS backed securities

»> Enables faster financing against »> Helps develop a secondary market, improving
government receivables liquidity and faster settlements

» Impact:

e Faster realization of receivables
e Reduced working capital stress
e Improved payment discipline by buyers
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CORPORATE MITRAS - FOR MSMES

Government-Facilitated Professional Support:

» Professional institutions to develop “Corporate Mitras”

» Focus on Tier-1l and Tier-lll cities, where compliance support is limited

“Corporate Mitras” are government-facilitated professional support partners created through recognised
professional institutions (CAs, CSs, Cost Accountants) to provide structured, affordable and reliable
compliance & advisory support to MSMEs.

» What this means for MSMEs???

» Compliance Handholding » Funding & Formalisation Support
» Documentation & Governance Support » Affordable & Standardised Professional Access

» How This Helps MSMEs ??

e Lower compliance cost e Easier access to funding, guarantees and export
e Reduced regulatory risk and penalties opportunities
e Better credibility with banks, investors and e Long-term sustainability and scalability

government authorities
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TAX PROPOSAL - FEMA

Courier Export Limit Removed

)l Key Announcement:

Removal of 210 lakh per consighment cap on courier exports.

>

Boost for:

»> Small exporters
»> E-commerce and D2C businesses

»>» Startups using courier-based exports
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Key Update on PROIs under PIS

Individual Persons Resident Outside India (PROIs) are now permitted to invest in listed Indian equity
instruments through the Portfolio Investment Scheme (PIS) with increased investment limits.

» Previously, PROIs (NRIs/OCIs/foreign individuals) could invest in listed equity through PIS subject to lower
limits and other compliance requirements.

)» Budget 2026-27 has liberalised this route to boost foreign individual participation in Indian capital markets.

Objective

. To enhance capital market participation
2. To liberalise non-resident individual investment
3. To increase foreign capital inflows through direct equity investment
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New Investment Thresholds

Particular Old Limit New Limit (Budget 2026-27)
Individual PROI limit 5% of paid-up equity capital 10%
Aggregate limit for all PROIs 10% 24%

New Investment Thresholds

1. Higher investment capacity for individual foreign investors
2. More foreign participation in Indian listed companies
3. Increased liquidity and market depth
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THANK YOU

We appreciate your trust in our insights. We remain committed to
delivering timely, accurate, and practical tax & regulatory updates
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