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The Indian Strategic Petroleum Reserves Limited (ISPRL) is in the process of setting up underground storage facility for
storage of crude oil as part of strategic reserves. The maintenance of strategic reserves is in India's national interest and ensures
price stability for Indian oil companies. The filling cost of such facility entails huge financial burden. The Government has explored
the possibility of meeting a substantial part of the financial burden through participation of private players including foreign national
oil companies (NOCs) and multinational companies (MNCs) storing and selling crude oil from outside India.   However, the storage
of crude oil by NOCs/MNCs and its sale in India would create tax liability for these entities.

In order to achieve neutrality in terms of taxation to encourage the NOCs & MNCs to store their crude oil in India and to build
up strategic oil reserves, it is proposed to amend the provisions of section 10 of the Act to provide that any income accruing or
arising to a foreign company on account of storage of crude oil in a facility in India and sale of crude oil therefrom to any person
resident in India shall not be included in the total income, if, -

I. such storage and sale by the foreign company is pursuant to an agreement or an arrangement entered into by the Central
Government or approved by the Central Government; and

II. having regard to the national interest, the foreign company and the agreement or arrangement are notified by the Central
Government in this behalf.

Since the storage of oil is expected to begin in the current financial year, this exemption would be available from the previous
year 2015-16, i.e. assessment year 2016-17.

This amendment will take effect retrospectively from 1st April, 2016 and will accordingly apply in relation to assessment year
2016-17 and subsequent assessment years.

[Clause 7]

Exemption in respect of certain activity related to diamond trading in "Special Notified Zone".

The existing provisions of Section 5 of the Act provides for the scope of total income. In case of non-resident person, the
taxation of income in India happens only if the income accrues or arises in India or is deemed to accrue or arise in India or is received
in India. Section 9 of the Act provides circumstances under which income is deemed to accrue or arise in India. One of the
circumstances providing for income to be deemed to accrue or arise in India is if any income is directly or indirectly derived through
or from a business connection in India.

A "Special Notified Zone" (SNZ) had been created to facilitate shifting of operations by foreign mining companies (FMC) to
India and to permit the trading of rough diamonds in India by the leading diamond mining companies of the world. The activity of
FMC of mere display of rough diamonds even with no actual sale taking place in India may lead to creation of business connection
in India of the FMC. This potential tax exposure has been an area of concern for the mining companies willing to undertake these
activities in India.

In order to facilitate the FMCs to undertake activity of display of uncut diamond (without any sorting or sale) in the special notified
zone, it is proposed to amend section 9 of the Act to provide that in the case of a foreign company engaged in the business of mining
of diamonds, no income shall be deemed to accrue or arise in India to it through or from the activities which are confined to display
of uncut and unassorted  diamonds in a Special Zone notified by the Central Government in the Official Gazette in this  behalf.

This amendment will take effect retrospectively from 1st April, 2016 and will accordingly apply in relation to assessment year
2016-17 and subsequent assessment years.

[Clause 5]

 Extending the benefit of initial additional depreciation under section 32(1)(iia) for power sector

Under the existing provisions of section 32(1)(iia)  of the Act, additional depreciation of 20% is allowed in respect of the
cost of new plant or machinery acquired and installed by certain assessees engaged in the business of generation and
distribution of  power . This depreciation allowance is over and above the deduction allowed for general depreciation under
section 32(1)(ii) of the Act.

Under the existing provisions, the benefit of additional depreciation is not available on the new machinery or plant installed
by an assessee engaged in the business of transmission of power.

In order to rationalise the incentive of power sector , it is proposed to amend this section so as to provide that an assessee
engaged in the business of transmission of power shall also be allowed  additional depreciation at the rate of 20% of actual cost
of new machinery or plant acquired and installed in a previous year.

This amendment will take effect from 1st April, 2017 and will, accordingly, apply in relation to the assessment year 2017-18
and subsequent assessment years.

[Clause 13]

Taxation of Income from 'Patents'

In order to encourage indigenous research & development activities and to make India a global R & D hub,  the Government
has decided to put in place a concessional taxation regime for income from patents. The aim of the concessional taxation regime


