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(ii) Rupee Denominated Bond

The Reserve Bank of India has recently permitted Indian corporates to issue rupee denominated bonds outside India as a
measure to enable the Indian corporates to raise funds from outside India.

Accordingly, with a view to provide relief to non-resident investor who bears the risk of currency fluctuation, it is proposed
to amend section 48 of the Act so as to provide that the capital gains, arising in case of appreciation of rupee between the date
of issue and the date of redemption against the foreign currency in which the investment is made shall be exempt from tax on
capital gains.

This amendment is proposed to be made effective from the 1st day of April, 2017 and shall accordingly apply in relation to
assessment year 2017-18 and subsequent assessment years.

[Clause 29]

Consolidation of 'plans' within a 'scheme' of mutual fund

Under the existing provisions of section 47(xviii), any transfer by a unit holder of a capital asset, being a unit or units, held by
him in the consolidating scheme of a mutual fund, made in consideration of the allotment to him of a capital asset, being a unit
or units, in the consolidated scheme of the mutual fund is not chargeable to tax.

Security Exchange Board of India (SEBI) has issued guidelines for consolidation of mutual fund plans within a scheme.  In
view of this, it is proposed to extend the tax exemption, available on merger or consolidation of mutual fund schemes, to the
merger or consolidation of different plans in a mutual fund scheme.  For this purpose, it is proposed to amend Section 47 so
as to provide that any transfer by a unit holder of a capital asset, being a unit or units, held by him in the consolidating plan of
a mutual fund scheme, made in consideration of the allotment to him of a capital asset, being a unit or units, in the consolidated
plan of that scheme of the mutual fund shall not be considered transfer for capital gain tax purposes and thereby shall not be
chargeable to tax.

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

[Clause 28]

Rationalization of limit of deduction allowable in respect of rents paid under Section 80GG

The existing provisions of Section 80GG provide for a deduction of any expenditure incurred by an individual in excess of ten
per cent of his total income towards payment of rent in respect of any furnished or unfurnished accommodation occupied by him
for the purposes of his own residence if he is not granted house rent allowance by his employer, to the extent such excess
expenditure does not exceed two thousand rupees per month or twenty-five per cent of his total income for the year, whichever
is less, subject to other conditions as prescribed therein.

In order to provide relief to the individual tax payers, it is proposed to amend section 80GG so as to increase the maximum
limit of deduction from existing Rs. 2000 per month to Rs. 5000 per month.

These amendments are proposed to be made effective from the 1st day of April, 2017 and shall accordingly apply in relation
to assessment year 2017-18 and subsequent years.

[Clause 38]

Tax Treatment of Gold Monetization Scheme, 2015

Under the existing provisions of section 10, interest on Gold Deposit Bonds issued under Gold Deposit Scheme, 1999 is
exempt. Further, these bonds are excluded from the definition of capital asset and therefore exempt from tax on capital gains.

The Gold Monetization Scheme, 2015 has since been introduced by the Government of India. Wth a view to extend the same
tax benefits to the scheme as were available to the Gold Deposit Scheme, 1999 it is proposed to amend Clause (14) of section
2, so as to exclude Deposit Certificates issued under Gold Monetisation Scheme, 2015 notified by the Central Government, from
the definition of capital asset and thereby to exempt it from capital gains tax.

It is also proposed to amend clause (15) of section 10 so as to provide that the interest on Deposit Certificates issued under
the Scheme, shall be exempt from income-tax.

These amendments are proposed to be made effective retrospectively from the 1st day of April, 2016 and shall accordingly
apply in relation to assessment year 2016-17 and subsequent years.

[Clause 3 & 7]

Rationalization of section 56 of the Income-tax Act

The existing provisions of clause(vii) of sub-section 2 of section 56 of the Act provide for chargeability of income from other
sources in case any money, immovable property or other property with or without consideration in excess of Rs 50,000 is received
by an assessee being an individual or an Hindu undivided family (HUF). The provisions also apply where shares of a company
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declaration, determine the amount payable by the declarant. The declarant shall pay such sum within thirty days of the passing
such order and furnish proof of payment of such sum. Any amount paid in pursuance of a declaration shall not be refundable under
any circumstances.

No matter covered by order of designated authority shall be reopened in any other proceeding under the Income-tax Act, 1961
or Wealth-tax Act, 1957. The designated authority shall subject to the conditions provided in the scheme grant immunity from
instituting any proceeding for prosecution for any offence under the two Acts in respect of matters covered in the declaration.

Nothing contained in this Scheme shall be construed as conferring any benefit, concession or immunity on the declarant in
any proceedings other than those in relation to which the declaration has been made.

It is proposed that the Central Government may be given the power to issue such orders, instructions and directions for the
proper administration of this Scheme to persons employed in the execution of this Scheme shall observe and follow such orders,
instructions and directions of the Central Government.  In case any difficulty arises in giving effect to the provisions of this Scheme,
the Central Government may by order not inconsistent with the provisions of this Scheme remove the difficulty. However, no such
order shall be made after the expiry of a period of two years from the date on which the provisions of this Scheme come into force.
Every such order, as soon as may be after it is made, be laid before each House of Parliament.

It is proposed that the Central Government may, by notification in the Official Gazette, make rules for carrying out the provisions
of this Scheme. Every rule made under this Scheme be laid, as soon as may be after it is made, before each House of Parliament
in the manner specified in the scheme.

[Clause 197 to 208]

Providing Time limit for disposing applications made by assessee under section 273A, 273AA or 220(2A)

Sub-section (2) of section 220 provides for levy of interest at the rate of 1 per cent for every month or part of month for the
period during which the default continues. Sub-section (2A) of said section inter-alia, empowers the Principal Chief Commissioner,
Chief Commissioner, Principal Commissioner or Commissioner to reduce or waive the amount of interest paid or payable under
sub-section (2) of the said section.

Sub-section (4) of section 273A, inter alia, provides that the Principal Commissioner or the Commissioner may, on an
application made by an assessee, reduce or waive the amount of any penalty payable by the assessee or stay or compound any
proceeding for recovery of the penalty amount in certain circumstances.

Section 273AA inter alia, provides that the Principal Commissioner or the Commissioner may grant immunity from penalty,
if penalty proceedings have been initiated in case of a person who has made application for settlement before the settlement
commission and the proceedings for settlement had abated under the circumstances contained in section 245HA of the Act

Under the existing provisions no time limit has been provided regarding the passing of orders either under section 220 or
sections 273A or 273AA. Further, these provisions do not specifically mandate that assessee be given an opportunity of being
heard in case such application is rejected by an authority.  Therefore, in order to rationalise the provisions and provide for specific
time-line, amendment to the existing provisions have been proposed.

It is proposed to amend section 220 to provide that an order accepting or rejecting application of an assessee shall be passed
by the concerned Principal Chief Commissioner, Chief Commissioner, Principal Commissioner or Commissioner within a period
of twelve months from the end of the month in which such application is received.

It is further proposed to amend section 273A and section 273AA to provide that an order accepting or rejecting the application
of an assessee shall be passed by the Principal Commissioner or Commissioner within a period of twelve months from the end
of the month in which such application is received.

It is also proposed to provide that no order rejecting the application of the assessee under section 220 or 273A, 273AA shall
be passed without giving the assessee an opportunity of being heard. However, in respect of applications pending as on 1 st day
of June, 2016, the order under said sections shall be passed on or before 31st May, 2017.

These amendments will take effect from 1st June, 2016.
[Clause 88, 104 & 105]

Providing legal framework for automation of various processes and paperless assessment

It is proposed to amend the relevant provisions of the Act so as to provide adequate legal framework for paperless assessment
in order to enhance efficiency and reduce the burden of compliance.  A series of changes are proposed to achieve this end.

Sub-section (1) of section 282A provides that where a notice or other document is required to be issued by any income-tax
authority under the Act, such notice or document should be signed by that authority in manuscript.

It is proposed to amend sub-section (1) of section 282A so as to provide that notices and documents required to be issued
by income-tax authority under the Act shall be issued by such authority either in paper form or in electronic form in accordance
with such procedure as may be prescribed.



Sub-section (2) of section 143 provides that, if the Assessing Officer considers it necessary and expedient to ensure that the
assessee has not understated the income or has not computed excessive loss or has not under-paid the tax in any manner, he
shall serve on the assessee a notice requiring him to produce, or cause to be produced on a specified date, any evidence on which
the assessee may rely in support of the return.

In order to ensure timely service of notice issued under sub-section (2) of section 143, it is proposed to amend sub-section
(2) of section 143 to provide that notice under the said sub-section may be served on the assessee by the Assessing Officer or
the prescribed income-tax authority, either to attend the office of the Assessing Officer or to produce, or cause to be produced
before the Assessing Officer any evidence on which the assessee may rely in support of the return.

It is also proposed to amend the existing provision of section 2 by inserting new clause (23C) to define the term "hearing" to
include communication of data and documents through electronic mode.

These amendments will take effect from the 1st day of June, 2016.
[Clause 3, 66 &109]

H. Rationalisation Measures

Rationalization of tax deduction at source provisions relating to payments by Category-I and
Category-II Alternate Investment Funds to its investors.

The Finance Act, 2015 had inserted a special taxation regime in respect of Category-I and II Alternative Investment Funds
(investment fund) registered with SEBI.  The special taxation regime is intended to ensure tax pass through status in respect of
these investment funds which are collective investment vehicles.  The special regime is contained in sections 10(23FBA), 10
(23FBB), 115UB and 194LBB of the Act.  Under this regime, the income of the investment fund (not being in the nature of business
income) is exempt in the hands of investment  fund but income received by the investor from the investment fund (other than income
which is taxed at the level of investment fund) is taxable in the hands of investor.  The taxation in the hands of investors is in the
same manner and in the same proportion as it would have been, had the investor received such income directly and not through
the investment fund.  The existing provisions of section 194LBB provides that in respect of any income credited or paid by the
investment fund to its investor, a tax deduction at source (TDS) shall be made by the investment fund @ 10% of the income. Under
section 197 of the Act, facility for certificate for deduction of tax at lower rate or no deduction is available in respect of sections
enumerated therein, if the Assessing Officer is satisfied that total income of the recipient justifies issue of such certificate, section
194LBB is currently not included in this provision.

It has been represented that the existing TDS regime has created certain difficulties. The non-resident investor is not able to
claim benefit of lower or NIL rate of taxation which is available to him under the relevant Double Taxation Avoidance Agreement
(DTAA), and deduction of tax @10% is to be undertaken mandatorily even if under DTAA, the income is not taxable in India. There
is no facility for any investor to approach the Assessing Officer for seeking certificate for TDS at a lower or NIL rate in respect of
deductions made under section 194LBB.

In order to rationalise the TDS regime in respect of payments made by the investment funds to its investors, it is proposed
to amend section 194LBB to provide that the person responsible for making the payment to the investor shall deduct income-tax
under section 194LBB at the rate of ten per cent where the payee is a resident and at the rates in force where the payee is a
non-resident (not being a   company) or a foreign company. Further, it is proposed to amend section 197 to include section 194LBB
in the list of sections for which a certificate for deduction of tax at lower rate or no deduction of tax can be obtained. Consequential
changes are also proposed to be made to the definition of "rates in force" so as to include section 194LBB in it.

These amendments will take effect from 1st June, 2016.
[Clause 3, 81 & 83]

New Taxation Regime for securitisation trust and its investors

Under the existing provisions of Chapter-XII-EA of the Act consisting of sections 115TA, 115TB and 115TC, special taxation
regime in respect of income of the securitisation trusts and the investors of such trusts has been provided.  The regime provides
that income distributed by the securitisation trust to its investors shall be subject to a levy of additional tax to be paid by the
securitisation trust within 14 days of distribution of income.  The distribution tax shall be paid @ 25% if the distribution is made to
an individual or a Hindu undivided family (HUF) and @ 30% if the distribution is to others.  Further, no distribution tax is to be levied
if the distribution is made to an exempt entity.  Consequent to the levy of distribution tax, the income of the investor, received from
the securitisation trust, is exempt under section 10(35A) of the Act and the income of securitisation trust itself is exempt under
section 10(23DA) of the Act.

 It has been represented that under the current regime, the trusts set up by reconstruction companies or the securitisation
companies are not covered although such trusts are also engaged in securitisation activity. These companies are established for
the purposes of the Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002
(SARFAESI Act) and their activities are regulated by the Reserve Bank of India (RBI).  It has been represented that the existing



regime providing for final levy in the form of distribution tax is tax inefficient for the investors specially the banks and financial
institutions. Disallowance of expenditure in respect of income received from securitisation trust increases the effective rate of
taxation.  Further, the non-resident and resident investors are unable to take benefits of their specific tax status.

In order to rationalise the tax regime for securitisation trust and its investors, and to provide tax pass through treatment, it is
proposed to  amend the provisions of the Act to substitute the existing special regime for securitisation trusts  by a new regime
having the following elements: -

(i) The new regime shall apply to securitisation trust being an SPV defined under SEBI (Public Offer and Listing of Securitised
Debt Instrument) Regulations, 2008 or SPV as defined in the guidelines on securitisation of standard assets issued by
RBI or being setup by a securitisation company or a reconstruction company in accordance with the SARFAESI Act;

(ii) The income of securitisation trust shall continue to be exempt.  However, exemption in respect of income of investor from
securitisation trust would not be available and any income from securitisation trust would be taxable in the hands of
investors;

(iii) The income accrued or received from the securitisation trust shall be taxable in the hands of investor in the same manner
and to the same extent as it would have happened had investor made investment directly in the underlying assets and
not through the trust;

(iv) Tax deduction at source shall be effected by the securitisation trust at the rate of 25% in case of payment to resident
investors which are individual or HUF and @ 30% in case of others.  In case of payments to non-resident investors, the
deduction shall be at rates in force;

(v) The facility for the investors to obtain low or nil deduction of tax certificate would be available; and

(vi) The trust shall provide breakup regarding nature and proportion of its income to the investors and also to the prescribed
income-tax authority.

Further, it is proposed to provide that the current regime of distribution tax shall cease to apply in case of distribution made
by securitisation trusts with effect from 01.06.2016.

These amendments will take effect from 1st June, 2016.
[Clause 3, 7, 57, 58, 59, 82 & 83]



Exemption of Central Government subsidy or grant or cash assistance, etc. towards corpus of fund
established for specific purposes from the definition of Income

The Finance Act, 2015  had amended the definition of income under clause (24) of section 2 of the Act so as to provide that
the income shall include assistance in the form of a subsidy or grant or cash incentive or duty drawback or waiver or concession
or reimbursement (by whatever name called) by the Central Government or a State Government or any authority or body or agency
in cash or kind to the assessee other than the subsidy or grant or reimbursement which is taken into account for determination
of the actual cost of the asset in accordance with the provisions of Explanation 10 to clause (1) of section 43 of the Income-tax
Act.

As a result grant or cash assistance or subsidy etc. provided by the Central Government  for budgetary support of a trust or
any other entity formed specifically for operationalizing certain government schemes will be taxed in the hands of trust or any other
entity. Therefore, it is proposed to amend section 2(24) to provide that subsidy or grant by the Central Government for the purpose
of the corpus of a trust or institution established by the Central Government or State government shall not form part of income.

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

[Clause 3]




