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Foreword  
The Union Budget for 2013-14 was presented by the FM in 
the Parliament today. 

Following the slowdown induced by the global financial crisis 
in 2008-09, the Indian economy responded strongly to fiscal 
and monetary stimulus and achieved a growth rate of 8.6% 
and 9.3% respectively in 2009-10 and 2010-11. However, 
with the economy exhibiting inflationary tendencies, the RBI 
started raising interest rates in March 2010. High rates as 
well as policy constraints adversely impacted investment and 
in the subsequent two years, viz 2011-12 and 2012-13, the 
growth rate slowed to 6.2% and 5.0% respectively. As growth 
slowed and Government revenues did not keep pace with the 
spending, the fiscal deficit threatened to breach the target. 

After causing consternation in the international business 
community in the Budget 2012, the Government had 
demonstrated a far higher level of willingness to engage with 
business. The recommendations of the Shome committee on 
GAAR proposals and the retroactive measure on taxing the 
indirect transfer of assets were both warmly welcomed as 
steps in the right direction. Much was anticipated on the 
legislative proposals that would be introduced based on the 
recommendations. 

It was in the above economic backdrop that the FM had to 
present the Union Budget 2013-14. 

The FM stated that clarity in tax laws, a stable tax regime, a 
non adversarial tax administration, a fair mechanism for 
dispute resolution and an independent judiciary for greater 
assurance is the underlying theme of tax proposals. The FM 
also proposed the setting up of a Tax Administration Reforms 
Commission to have a tax system that reflects best global 
practices. 

The direct tax proposals seek to leave the tax slabs and tax 
rates largely unchanged, other than for a few minor changes. 
The Budget proposes some measures to promote investment 
by providing for a 15% investment allowance for 
manufacturing companies that invest in plant and machinery. 

GAAR provisions have been rationalized in accordance with 
some of the recommendations made by the Shome 
committee. Surprisingly, the Budget does not contain any 
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provisions to address the contentious issue arising from 
taxation of indirect transfers. 

The Budget also seeks to rationalize the existing provisions 
of law relating to pass through status to certain alternative 
investment funds, cascading effect of DDT in case of 
dividends received from foreign companies. 

With regards to indirect taxes, the FM proposed no change in 
the normal rates for excise duty and service tax. Similarly, no 
change has been made in the peak rate of custom duty for 
non-agricultural products. 

Outlining the status of the structural tax reforms, the FM said 
that re-drafting the DTC Bill is work-in-progress based on the 
recommendations made by the Parliamentary Standing 
Committee. He also mentioned that the GST law is expected 
to be drafted by the State finance ministers and the GST 
Council shortly. 

GAAR, which broadly mirrors similar provisions introduced 
last year, is sufficiently all embracing to deter tax avoidance. 
However, there is always the danger of penalizing those who 
have genuine reasons for entering into a bona-fide 
transaction. Hence, it is likely to increase taxpayer 
uncertainty and therefore goes against a fundamental canon 
of a stable tax system. A criticism often leveled at GAAR is 
that it detracts from rule of law by being vague or 
indeterminate. One would hope that the Government gives 
due consideration to the checks and balances suggested in 
the report of the Parliamentary Standing Committee on the 
DTC and the Shome committee while framing the 
implementation guidelines to address some of the taxpayer 
concerns on GAAR. 

It is however unfortunate that the Government has not 
sought to address the concerns of the investor community on 
taxation of indirect transfers. One wonders whether the 
continued uncertainty on this issue is consistent with the 
FM’s statement on the need for clarity and stability in tax 
regime. 

 

 
28 February 2013   Ernst & Young 
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At a glance  
Income-tax  
► Basic exemption limit, income-tax rates and income slab 

limits for individuals remain unchanged.   

► Surcharge of 10% on personal income-tax applicable on 
income exceeding INR 10 million only for financial  
year 2013-14. 

► Tax rebate of INR 2,000 for resident individuals with total 
income up to INR 500,000. 

► Rates of corporate tax remain unchanged for both 
domestic and foreign companies. 

► Surcharge increased to 10% and 5% for domestic and 
foreign companies respectively, where income exceeds 
INR 100 million.  

► Surcharge of 10% introduced on cooperative societies, 
partnership firms and local authorities where income 
exceeds INR 10 million. 

► Surcharge on profits distributed to shareholders and 
income distributed to unit holders increased to 10%.   

► Applicability of GAAR has been deferred to assessment 
year 2016-17. Further, certain amendments to 
substantive and procedural provisions have been 
introduced. 

► Income earned by companies and trust registered as VCF 
under the AIF Regulations under sub category of 
Category I AIF to be exempt, subject to fulfilment of 
certain conditions.  

► Income earned by Investor Protection Fund set up by the 
depositories in accordance with the SEBI (Depositories 
and Participants) Regulation, 1996 will be exempt.  

► Keyman insurance policy assigned to any person with or 
without consideration during its term to be now treated 
as keyman insurance policy not eligible for exemption. 

► Tax rate for income of non residents (including foreign 
companies) by way of royalty or FTS amended to 25% for 
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all such income earned pursuant to any agreement 
entered into after 31 March 1976. This will however, not 
impact the tax rate applicable under the relevant tax 
treaty. 

► In respect of transfer of land and building held as stock-
in-trade, if consideration is less than the assessed stamp 
duty value, then such stamp duty value will be deemed to 
be the full value of consideration taxable as business 
income. 

► Sunset clause for commencement of business for 
claiming tax holiday in power sector extended from  
31 March 2013 to 31 March 2014. 

► To propel growth in the manufacturing sector, investment 
based deduction has been introduced on acquisition and 
installation of new assets from 1 April 2013 to 
31 March 2015.  

► For claiming deduction in respect of bad debts written off 
by banks, no distinction to be made in provision for 
doubtful debts in respect of rural advances and other 
advances. 

► Income earned by specified securitisation trusts will be 
exempt 

► Securitization trusts distributing income to its investors 
(other than those exempt from tax) will be liable to pay 
tax on income distribution.  

► Income received by an investor from securitization trusts 
will be exempt from tax.  

► Tax of 20% introduced on distributed income on buy back 
of shares by an unlisted domestic company. 
Consequently, such income shall be exempt in the hands 
of the shareholder. 

► Surcharge on distributed income on buy-back of shares 
will be 10%. 

► Receipt of immovable property by an individual or HUF 
for a consideration which is less than stamp duty value of 
the property by more than INR 50,000, will be taxable as 
income from other sources on the stamp duty value in 
excess of the consideration. 

► Definition of “capital asset” amended with regard to the 
criteria for including agricultural land. Similar amendment 
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has also been made in the definition of “urban land” 
under the Wealth-tax Act.  

► CTT to be levied at 0.01% on sale of commodity (other 
than agricultural commodities) derivatives.  

► Deduction for CTT paid to be available against income 
arising from such transactions and taxable as profits and 
gains of business or profession.   

► Additional deduction of interest up to INR 100,000 for 
first time home buyers in respect of home loans taken 
from financial institutions, subject to certain conditions. 

► Deduction of contributions towards Central Government 
Health Scheme extended to other schemes to be notified 
by the Government. 

► Investment in listed units of equity oriented funds now 
eligible for deduction under section 80CCG. 

► Donations made to National Children’s Fund eligible for 
100% deduction.   

► No deduction allowed for cash contributions by an Indian 
company or any person (other than a local authority or 
any artificial juridical person wholly or partially funded by 
the Government) to any political party or an electoral 
trust. 

► Additional deduction for wages paid to new workmen 
employed now available only to Indian company deriving 
profits from manufacture of goods in a “factory”. 

► A return of income shall be regarded as a defective return 
unless self assessment tax together with interest is paid 
on or before the date of furnishing return of income. 

► Revenue authorities enabled to direct special audit of 
accounts of taxpayer in case of voluminous accounts, 
doubts about correctness of accounts, multiplicity of 
transactions or specialized nature of business activities. 

► Period of limitation for completion of assessment/ 
reassessment to exclude the period up to the date on 
which the order of the court is received by the Revenue 
authorities, in case of challenge before a court of the 
direction of special audit. 

► Period of limitation for completion of assessment/ 
reassessment to exclude the period commencing from the 
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first request upto the date of receipt of information 
requested by the Revenue authorities from the foreign 
tax authority. 

► Penalty for non-furnishing of Annual Information Return 
pursuant to a notice issued by the Revenue authority 
leviable at INR 500 for each day of default. 

► Borrowing by an Indian company by issue of LTIB deemed 
to be in foreign currency where LTIB subscribed to in INR 
from a designated account in which monies are deposited 
in foreign currency.  

► Provisions introduced for withholding tax at 1% on 
transfer of immovable properties (other than agricultural 
land) where consideration is in excess of INR 5 million.  

► Rate of tax on income distributed by an IDF mutual fund 
to non resident investors reduced to 5%. 

► TRC with prescribed particulars will be necessary, but not 
a sufficient condition for claiming relief under DTAA. 

► Time limit for satisfaction of specified conditions for 
recognition of provident funds extended to  
31 March 2014.   

► Applicability of concessional tax rate of 15% on gross 
dividends received by an Indian company from a specified 
foreign company extended up to 31 March 2014. 

► Indian companies permitted to reduce dividends received 
from foreign subsidiaries and subject to tax under the 
prescribed section of the Income-tax Act, while 
computing DDT payable on dividends declared, 
distributed or paid. 

► Rates of STT reduced on delivery based sale/ purchase of 
units of equity oriented mutual funds on a recognized 
stock exchange, sale of futures in securities, and sale of 
units of equity oriented mutual fund to the mutual fund. 

► Tax on income distributed by a mutual fund (other than 
an equity oriented fund, money market fund or a liquid 
fund) to an Individual or HUF investor increased from 
12.5% to 25%. 

► Certain classes of persons (to be notified), will be 
required to file the return of net wealth in electronic form 
without enclosing annexures. The annexures will be 
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required to be produced before the assessing officer on 
demand. 

Customs duty  
► Peak rate of BCD remains unchanged at 10%. 

► Interest free period for payment of duty reduced to two 
days from the date of bill of entry returned after 
assessment.   

► Introduction of specific provisions permitting filing of 
import and export manifest electronically. 

► Advance ruling can now be obtained related to any new 
line of business of import and export proposed to be 
undertaken by an importer or exporter. 

► Stay order shall stand vacated, if the appeal is not 
disposed off within the total time period of 365 days. 

► Certain specified offences are now treated as cognizable 
and non bailable. 

Excise duty 
► No change in the basic excise duty rate of 12%. 

► Stay order shall stand vacated, if the appeal is not 
disposed of within a total period of 365 days. 

► Advance ruling can now be obtained for a new line of 
business and question on admissibility of credit of service 
tax paid on input services. The same may now be 
obtained by resident public limited companies and 
deemed public limited companies also.  

► Specified offences are now treated as cognizable and non 
bailable. 

Service tax 
► No change in effective service tax rate of 12.36%. 

► Value liable to service tax for construction of specified 
properties increased by 20%. 
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► Exemption on temporary transfer of copyright in 
cinematographic films limited to films exhibited in cinema 
halls or theatres. 

► Services by restaurants having facility of air-conditioning 
and auxiliary educational services or renting of 
immovable property services by educational institution 
made liable to service tax. 

► Amnesty scheme, ie Service Tax Voluntary Compliance 
Encouragement Scheme, 2013 introduced to recover 
unpaid taxes for the period October 2007 to December 
2012. 

► Advance ruling can now be obtained by resident public 
limited companies. 

► More stringent penalties to apply for offences liable for 
prosecution.  

► New provision prescribing penalty on directors and 
officials for specified wilful actions up to INR 100,000.  

► Power granted to Commissioner to order arrest for 
specified offences. 

CST 
► No change in CST rate.  

GST  
► No GST implementation date announced, however 

commitment to introduce GST affirmed. 

► Positive announcements with regard to support of  
states for GST, compensation for loss on CST rate 
reduction, drafting GST law. 
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Key performance 
indicators 
While India's recent slowdown is partly rooted in external 
causes, domestic causes are also important. The impact of 
the slowdown has been felt across the board, with all sectors 
of the economy being affected. Falling savings without a 
commensurate fall in the aggregate investments, has led to a 
wide current account deficit. Although WPI inflation has 
moderated during the recent months, food inflation 
continues to be high. Several measures announced recently 
are aimed at restoring the fiscal health and improving the 
growth rate. With the global economy also likely to recover 
somewhat in 2013-14, these measures should help in 
improving the Indian economy's outlook for 2013-14. 

Agriculture and allied sector: The sector is estimated to 
have grown at 1.8% in 2012-13 as against 3.6% in 2011-12. 
Growth in agriculture weakened, following lower than normal 
rainfall.  

Industry and infrastructure: Growth in industrial sector, 
comprising manufacturing, mining, electricity and 
construction sectors, slowed to 3.1% in 2012-13 as against 
3.5% in 2011-12. The manufacturing sector witnessed a 
decline in growth to 1.9% in 2012-13 as compared to 2.7% in 
2011-12. The growth in electricity sector in 2012-13 has 
also moderated. The mining sector growth in 2012-13 is 
estimated at 0.4%. With improved business sentiments and 
investor perception and a partial rebound in industrial 
activity in other developing countries, industrial growth is 
expected to improve in the next financial year. 

Infrastructure industries registered a growth of 3.3% during 
April-December 2012 compared to 4.8% during the same 
period in 2011. The decline in growth is mainly on account of 
negative growth witnessed in the production of coal, natural 
gas and fertilizers. 

Services: The services sector has clearly outgrown both the 
industry and agriculture sectors. In 2012-13, in tune with the 
general moderation in the economy, the growth rate of the 
services sector also declined. The slowdown in the rate of 
growth of services in 2012-13, from the double digit growth 
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of the previous six years, contributed significantly to 
slowdown in the overall growth of the economy.  

Economy slowed down rapidly despite recovering strongly 
from the global financial crisis mainly on account of the 
following:  

► The boost to demand given by monetary and fiscal 
stimulus following the crisis was large. Final consumption 
grew at an average of over 8% annually between 2009-10 
and 2011-12. The result was strong inflation and a 
powerful monetary response that slowed consumption 
demand.  

► Corporate and infrastructure investment started slowing.  

► A slowing global economy, weighed down by the crisis in 
the Euro area.  

► Uncertainties about fiscal policy in the USA.  

► A weak monsoon, at least in its initial phase. 
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Other key economic indicators are summarized as under: 

► The annual average rate of inflation (in WPI terms) 
declined from 8.9% in 2011-12 to 7.6% in 2012-13. 
Headline inflation remained relatively sticky around 7% to 
8% in 2012-13. 

► Net capital flows declined to USD 40.0 billion in  
April-September 2012 as against USD 43.5 billion in  
April-September 2011 mainly on account of decrease in 
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FDI and increase in ECBs. On the contrary, the net capital 
inflow as a proportion to GDP has remained same at 4.8% 
in April-September 2012 as compared to the same period 
in the earlier year.  

► In 2012-13, foreign exchange reserves have fluctuated 
between USD 286.0 billion and USD 295.6 billion. Foreign 
exchange reserves increased marginally by USD 1.1 
billion from USD 294.4 billion at the end of March 2012 
to USD 295.5 billion in January 2013. 

► Export growth declined to a negative 4.9% in April 2012-
January 2013 as compared to 21.3% during 2011-12. 
Import growth was stagnant during the period April 
2012-January 2013 as compared to 32.3% during 2011-
12. 
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► Foreign investment (net) on account of FDI has reduced 
from USD 15,741 million in April-September 2011 to 
USD 12,812 million in April-September 2012. However, 
Foreign portfolio investment (net) has increased from 
USD 1,346 million in April-September 2011to USD 5,796 
million in April-September 2012.   
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► Gross fiscal deficit decreased to 5.1% of GDP in 2012-13 
as against 5.7% in 2011-12. Primary deficit also 
decreased to 1.9% of GDP in 2012-13 as against 2.6% in 
2011-12. Revenue deficit has also decreased to 3.5% of 
GDP in 2012-13 as against 4.3% of GDP in 2011-12. 
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► During financial year 2012-13 (up to 31 December 2012) 
resource mobilization through the primary market 
(equity issue) witnessed an upward movement as 
compared to financial year 2011-12 and the cumulative 
amount mobilized as on 31 December 2012 through 
equity public issue stood at INR 1,305.0 billion as 
compared to INR 1,285.7 million in 2011-12. 20 new 
companies were listed on NSE and BSE as against 30 
companies in 2011-12. Reinvigorated FII inflows helped 
the Indian markets become one of the best performing in 
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the world in 2012, recovering sharply from their dismal 
performance in 2011. 

Challenges and outlook of the Economic Survey 2012-13 

The key challenges and outlook of different sectors and key 
recommended policy initiatives as per the Economic 
Survey 2012-13 are outlined as follows: 

► Seizing the demographic dividend: India's challenge is to 
create the conditions for faster growth of productive jobs 
outside of agriculture, especially in organized 
manufacturing and services, even while improving 
productivity in agriculture. 

Growth optimists are confident in India's demographic 
dividend given the fact that India's dependency ratio will 
come down more sharply in the coming decades. More 
working age people will mean more workers, especially in 
the productive age groups, more incomes, more savings, 
more capital per worker and more growth.  

India's growth performance has been similar to that of 
some fast growing Asian economies, but not as 
spectacular as China. India were to follow a similar path, 
it would need to increase savings and investment.  

The key policy message is that India has to focus on an 
agenda to create productive jobs outside of agriculture, 
which will help us reap the demographic dividend and also 
improve livelihood in agriculture 

► Agriculture: Foodgrains production has shown 
remarkable improvement in recent years with a record 
high production in 2010-11. Nevertheless, the average 
annual growth rate of 3.6% during the Eleventh Five Year 
(2007–2012) Plan for the agriculture & allied sector fell 
short of the target of 4%. There are a number of 
constraints and challenges that need to be addressed and 
the country will have to invest heavily in farm research, 
rural infrastructure, providing better access to high value 
markets, better credit facilities and input use, so that the 
farming community as a whole is motivated to produce 
more. 

Though India is one of the leading producers in the world 
of many major crops like paddy, wheat, pulses, 
sugarcane, spices, and plantation crops, the comparison 
in terms of yield levels is not creditable with it achieving a 
much lower rank in many of these crops.  
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Measures must be taken to promote use of quality seeds, 
cultivation of drought resistant varieties of crops, 
judicious use of available water, balanced use of 
fertilizers, farm mechanization to improve efficiency 
levels, and wider use of irrigation facilities. Expenditure 
on agricultural research also needs to be stepped up 
substantially. 

Another critical issue is supply chain management. The 
private sector should be allowed to operate in developing 
market linkages through reform. FDI in retail can also 
pave way for investment in new technology and 
marketing of agricultural produce. 

► Industry: The latest seasonally adjusted annualised 
growth of industrial output indicate that the growth of 
the sector could remain moderately positive at around 3% 
for the current year. 

In the short run, revival of investment in industry and key 
infrastructure sectors is the key challenge. Apart from 
weak investment climate, industrial sector performance 
remained subdued due to infrastructure bottlenecks. 
Industrial growth rate moderated due to sharp decline in 
output of natural gas; subdued performance of the coal 
sector and its resultant impact on thermal power 
generation; and slow pace of project implementation in 
rail, road, and ports sectors. In the medium term, it is 
therefore crucial to accelerate the output of core sectors 
and speed up implementation of crucial big ticket 
projects. From the long term point of view, low level of 
research and development and inadequate availability of 
skilled manpower would adversely affect India's 
competitiveness and the manufacturing growth. 

India has not improved significantly in terms of ease of 
doing business and ranks very low in comparison to other 
industrial peers. Research and technology upgradation 
activities also need to be scaled up. New incubators will 
need to be set up on a PPP basis. With some of these 
changes industrial growth could become steadier. 

► Services: The immediate challenge for the services 
sector covering myriad activities and areas is growth 
revival. India’s growth has been basically services led 
growth pulling up overall growth of the economy. While 
this could be through a business-as-usual approach, a 
more targeted approach with focus on big-ticket services 
could lead to exponential gains for the economy. Tourism 
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including medical tourism and shipping and logistics 
services is a major area where the growth impact can be 
high. Super specialty healthcare is another potential 
sector with India being one of the cheapest destinations 
offering quality services.  

The other major challenge is to retain and expand our 
competitive advantage in those services where we have 
already made a mark. The present advantage in services 
may not continue forever, with new competitors from 
other developing countries making rapid strides even in 
areas where we had the initial advantage as in the case of 
software services. Further, expansion of established 
services like software and telecom into new markets and 
greater usage of these services domestically can not only 
increase services growth but also propel growth in other 
sectors with greater efficiency in these sectors using 
knowledge and technology based services.  

Removing or easing domestic regulations is the third 
challenge. While removal of market barriers in the form 
of domestic regulations in other countries depends on 
multilateral and bilateral negotiations, the myriad 
restrictions and regulations in the different services need 
immediate attention. 

► Energy, infrastructure and communication: A high level 
of investment in the infrastructure sector is essential to 
revive investment climate. However, to achieve this 
objective, there is need to address sector specific issues.  

► Energy sector: The Twelfth Plan aims to add another 
88,000 MW of electricity generation. Delivery of 
additional capacity would depend on resolving fuel 
availability problems.  

Problems like delays in obtaining environmental 
clearances, land acquisitions, and rehabilitation need 
to be suitably addressed to achieve the Twelfth Plan 
targets. 

► Road sector: Financing projects has become difficult 
as leveraged companies are unable to raise debt in the 
absence of fresh equity. Exit route needs to be eased 
so that promoters can use the equity released for new 
projects. Steps are also needed to up scale projects in 
PPP mode.  

► Civil aviation sector: Owing to a number of external 
and internal factors, viability of airline operations has 
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come under stress. A high operating cost environment 
owing to cost of aviation turbine fuel, taxes thereon 
and rupee depreciation is making operations unviable 
for carriers. Thus, there is a need to rationalize the 
tax regime particularly value added tax on aviation 
turbine fuel.  

► Railway sector: Development of capability in railways 
is another urgent priority for the Twelfth Plan. 
Capacity in railways has lagged far behind what is 
needed, especially given the requirement of shifting 
from road transport to rail in the interests of 
improving energy efficiency and reducing carbon 
footprints in development. There is a need to draw up 
clear strategies to generate resources by identifying 
segments where Indian railways can adopt a low cost 
policy by playing on volumes and taking advantage of 
economies of scale and segments where it can adopt a 
differentiated approach by providing high quality 
services and command premium prices. 

► Finance: Capital markets are most vibrant and 
transparent in terms of market efficiency, transparency, 
and price discovery process. However, there are still 
certain challenges in the development of the financial 
sector which need to be addressed. 

Well developed corporate bond market is required in any 
economy. Some of the issues that need to be addressed 
in this regard include drawing up a roadmap for a 
structural shift, strengthening of the legal framework by 
necessary amendments in rules/ regulations, and 
relaxation of investment guidelines. 

Infrastructure projects require long term financing. 
Banks, the main source of funding these projects, are 
unable to provide long term funding given their inherent 
limitation. Infrastructure development funds are expected 
to provide long term low cost debt for infrastructure 
projects. 

The enactment of the Banking Laws (Amendment) 
Act 2012 is expected to make the regulatory and 
supervisory powers of the RBI more effective and 
facilitate banks in raising funds from the capital market. 

To make insurance funds effective means of investments, 
limited choice, high cost of providing covers and 
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assessing claims are some issues that need to be suitably 
addressed. 

Pension reforms in India have generated widespread 
interest internationally. Pension regulator should address 
following factors: 

► Lower levels of financial literacy, non availability of 
surplus, and lukewarm response are the major 
challenges to universal inclusion of poorer sections 
into the pension network.  

► On the supply side, the lack of awareness about the 
NPS and of access points for people to open their 
accounts individually. 

► Taxes: The compositional shift in the tax structure in 
favor of direct taxes continued in 2012-13 with direct 
taxes forming 52.4% of the total tax revenue as against 
54.9% in 2011-12. The indirect tax collections increased 
to 46.8% in 2012-13 from 44% in 2011-12 of the total 
tax revenue. As a proportion of GDP, total gross tax 
revenue increased to 10.7% (as against 9.9% in 2011-12) 
comprising of direct taxes at 5.6% and indirect taxes at 
5%. 

► FDI policy reforms: Recent months witnessed 
improvement, reflecting the impact of various 
reformatory measures announced by the Government.  

FDI policy is being progressively liberalized. Some of the 
recent changes in FDI policy are: allowing FDI in multi 
brand retail trading subject to specified conditions; 
increasing FDI limit in single-brand retail trading; allowing 
FDI in civil aviation and power exchanges; allowing FDI in 
broadcasting sector under the automatic route and 
increasing the sectoral cap for teleports and mobile TV 
under Government route. 

► External trade: The prospects for world trade and India's 
trade are still uncertain. While there has been some pick 
up in import growth rates of some of the trading partners 
recently, a look at their import growth rates from India in 
recent months shows a rather mixed picture.  

The challenges for India on the trade front are many. 
While India has successfully diversified its export basket, 
more needs to be done on the product diversification 
front.  
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There is also need to address the inverted duty structure 
in sectors like electronics, textiles and chemicals and the 
artificial inverted duty structure caused by some foreign 
trade agreements and RTAs.  

With multilateral trade negotiations stalled, and RTAs on 
the rise, India also has to follow a strategic regional 
trading policy focusing on the potential technology 
intensive items in the more important RTAs. 

► Inflation: The headline WPI inflation has remained muted 
in 2012-13 and declined to a 3 year low 6.62 % in 
January 2013. However, CPI inflation has shown a rising 
trend in the past couple of months mainly on account of 
higher food inflation leading to a higher gap between WPI 
and CPI.  

Given that number of constraints are on the supply side, 
in the short run, curbing demand moderately to catch up 
with supply may be an effective tool for controlling 
inflation. However, in the long run, measures to improve 
supply are the only way to have non inflationary growth.  

The RBI’s monetary policy stance has continued to focus 
on the twin objectives of containing inflation and 
facilitating growth. With a significant part of inflation 
getting generated because of poor supply responses, a 
further shift in the policy stance of RBI, coupled with 
improving access to credit with moderation in its cost, 
would be desirable. 

 

 

Note: All data and figures are as per the Economic 
Survey 2012-13 

BE: Budget estimates 

P: Projection 
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Budget financials 
Where the rupee comes from Where the rupee goes to

9%
9%

1O%

9%

12% 12% 10%

21%

27%3%
4%

17%

11%
18%

21%
7%

Borrowings and other liabilities
Corporation tax
Income-tax
Customs
Union excise duties
Service tax and other taxes
Non tax revenues
Non debt capital receipts

Central Plan
Interest payment
Defence
Subsidies
Other non plan expenditure
States' share of taxes and duties
Non plan assistance to state and UT
Plan assistance to state and UT Governments

 

► The annual financial statements of the Government  
for 2012-13 are set to reflect a fiscal deficit of 5.2% of 
GDP, higher than the budget estimate of 5.1%. The target 
fiscal deficit for 2013-14 is 4.8%. Revenue deficit for 
2013-14 is estimated at 3.3% as against the revised 
estimate of 3.9% for 2012-13.  

► Market borrowings are expected to finance 89.22% of the 
Government’s fiscal deficit in 2013-14. As per the revised 
estimates, the interest outgo as a percentage of the 
revenue receipts is set to marginally decrease from 
36.35% in 2011-12 to 36.32% in 2012-13 and is 
estimated to reduce further to 35.09% in 2013-14. 

► The Union Budget 2013-14 has estimated: 

► gross tax revenues at INR 12,358.7 billion 
representing an increase of approximately 19.06% 
over the revised estimates of INR 10,380.37 billion 
for 2012-13; 

► plan expenditure at INR 5,553.22 billion representing 
an increase of approximately 29.39% over the revised 
estimates of INR 4,291.87 billion for 2012-13. As a 
proportion of the total expenditure, plan expenditure 
is estimated at 33.35%. Non plan expenditure is 
estimated to increase to INR 11,099.75 billion 

      
     



 

Budget PLUS 2013 24 

representing an increase of 10.82% over the revised 
estimates for 2012-13. 
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Budget proposals  
This section summarises significant proposals and direct and 
indirect taxes and policy initiatives announced in the Union 
Budget 2013. Most direct tax proposals in the Finance Bill 
are effective from the financial year commencing on 1 April 
2013, unless otherwise specified. Most indirect tax proposals 
are effective immediately. Further, policy initiatives are 
expected to be implemented by the Government through the 
legislative announcements over the ensuing months. 

The Finance Bill is discussed in the Parliament before 
enactment, and is subject to amendment resulting from 
these discussions. 

Direct tax  
Income-tax  
Rates of tax  

Personal tax rates   

The personal income-tax rates and income slab limits remain 
unchanged. 
 
The personal income-tax rates have been summarized below:  

Income (INR) Rate 
(%)@ 

0-200,000* Nil 

200,001-500,000 10 

500,001-1,000,000 20 

1,000,001 and above 30 

@ Presently, there is no surcharge applicable. Now, a 
surcharge of 10% of the total tax liability will be applicable 
for financial year 2013-14 where the total income exceeds 
INR 10 million.  

Education cess of 3% is leviable on the amount of  
income-tax and surcharge, if any.   

* The exemption limit remains INR 250,000 in case of 
resident individuals of the age of 60 years or more but less 
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than 80 years. In case of individuals of the age of 80 years or 
above, the exemption limit remains INR 500,000.  

Tax rates for cooperative societies, partnership firms and 
local authorities 

► Rates of tax for cooperative societies, partnership firms 
and local authorities remain unchanged.  However, 
surcharge of 10% will be levied, if income exceeds INR 10 
million. 

Corporate tax rates 

► Rates of corporate tax remain unchanged for both 
domestic and foreign companies.   

► Presently, a surcharge of 5% and 2% is levied on domestic 
and foreign companies respectively, if their income 
exceeds INR 10 million.  

► Now, where the income derived by the domestic and 
foreign company exceeds INR 100 million, the surcharge 
will be levied at an increased rate of 10% and 5% 
respectively.  

► Education cess shall continue to be levied at the rate of 
3% on the amount of tax computed, inclusive of 
surcharge, in all cases. 

► The corporate tax rates (including surcharge and 
education cess) have been summarized below: 

Description Rate (%) 

A) Domestic company  

Regular tax 33.99@ 

MAT 20.96* 

DDT 16.995 

B) Foreign company  

Regular tax 43.26# 

 
MAT is chargeable at 18.5% of book profits (plus applicable 
surcharge and cess). 

@ 32.445% where the total income is more than 
INR 10 million and up to INR 100 million. 

@ 30.9% where the total income is equal to or less than 
INR 10 million. 
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* 20.008% where the total income is more than 
INR 10 million and up to INR 100 million. 

* 19.055% where the total income is equal to or less than 
INR 10 million.  

# 42.024% where the total income is more than 
INR 10 million and up to INR 100 million.  

# 41.2% where the total income is equal to or less than  
INR 10 million.  

► Surcharge on profits distributed to shareholders and 
income distributed to unit holders increased from 5% to 
10%. Also, surcharge on distributed income on buy-back 
of shares will be at the rate of 10%. 

Rebate under Chapter VIII 

Rebate for resident individuals in lower income bracket 

► New provision has been introduced to provide rebate of 
INR 2,000 or actual tax payable whichever is less for 
resident individuals with total income up to INR 500,000.  

GAAR  

GAAR was introduced by Finance Act, 2012 to be effective 
from assessment year 2014-15. Based on the 
representations received, an expert committee was 
constituted by the Government.  Certain recommendations 
of the expert committee have been accepted by the 
Government, some of which have resulted in the following 
key changes in GAAR:   

Effective date of GAAR 

► Applicability of GAAR has been deferred to assessment 
year 2016-17. 

Impermissible avoidance arrangement 

► Presently, an arrangement is considered as impermissible 
avoidance arrangement if the main purpose or one of its 
main purpose is to obtain a tax benefit. 

Now, an arrangement, the main purpose of which is to 
obtain a tax benefit will be considered as impermissible 
avoidance arrangement. 
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Definition of the term ‘tax benefit’ 

► Presently, the term ‘tax benefit’ is defined in an 
exhaustive manner to mean: 

► A reduction or avoidance or deferral of tax or other 
amount payable under the Income-tax Act or as a 
result of a tax treaty; or 

► An increase in a refund of tax and other amount under 
the Income-tax Act or as a result of a tax treaty; or 

► A reduction in total income, including increase in loss. 

Now, the definition has been modified from an exhaustive 
definition to an inclusive one without any specific change 
in the present criteria. 

Certain factors for determining commercial substance 

► Presently, while determining whether or not an 
arrangement lacks commercial substance, the period or 
time for which the arrangement (including operations 
therein) exists, payment of taxes and provisions of exit 
are not considered. 

Now, it is clarified that the above factors may be 
relevant, but shall not be sufficient for determining 
whether or not the arrangement lacks commercial 
substance. 

► Also, an arrangement which does not have a significant 
effect upon business risks or net cash flows of any party, 
apart from a tax benefit, shall be deemed to lack 
commercial substance. 

Onus on the taxpayer 

► Presently, an arrangement which results in any tax 
benefit shall be presumed to have been entered into, or 
carried out, for the main purpose of obtaining a tax 
benefit. 

Now, the onus of demonstrating that the arrangement is 
not entered into only for deriving tax benefit is on the 
taxpayer.  

Constitution/ powers of approving panel 

► The Government may constitute one or more approving 
panel(s) as may be necessary from time to time. 
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► Presently, the Approving Panel (which decides whether 
an arrangement is impermissible or otherwise) comprises 
a minimum of three members being: 

► Income-tax authorities not below the rank of 
Commissioner  

► an officer of the Indian legal service not below the 
rank of Joint Secretary to the Government of India. 

Now, the approving panel will comprise of three 
members: 

► a chairperson, who is or has been a Judge of a High 
Court 

► one member of Indian Revenue Service not below the 
rank of Chief Commissioner of Income-tax 

► one member, who shall be an academician or scholar 
having special knowledge of matters such as direct 
taxes, business accounts and international trade 
practices 

► Powers of the approving panel have been enhanced to 
include the powers of a civil court under the Code of Civil 
Procedure, 1908. 

Binding nature of directions issued by approving panel 

► Presently, the directions of approving panel are binding 
only on the assessing officer. 

Now, the directions of approving panel shall be binding on 
the taxpayer as well.   

► Also, appeal against order passed pursuant to the 
directions, shall lie to the appellate tribunal. 

Exempt income  

Exemption of income earned by SEBI registered VCF and VCC 

► Presently, an exemption is available for income earned by 
SEBI registered VCF and VCC from investment made in 
VCU as defined in Section 10(23FB) of the Income-tax 
Act. This exemption will continue for VCF and VCC 
registered under SEBI (Venture Capital Funds) 
Regulations, 1996. 

Now, income earned by companies and trusts registered 
as VCF under AIF Regulations (as sub category of 
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Category I AIF) from investments made in VCU shall be 
exempt from tax under Section 10(23FB) of the Act, 
subject to fulfilment of the following conditions: 

► at least two-thirds of the investible funds are invested 
in unlisted equity shares or equity linked instruments 
of VCU (as defined in the AIF Regulations); 

► no investment has been made by such AIFs in a VCU 
which is an associate company; 

► the units or the shares of the AIF are not listed on a 
recognised stock exchange    

This amendment will take effect retrospectively from  
1 April 2013. 

Exemption of income earned by Investor Protection Fund set 
up by the depositories 

► Income earned by the Investor Protection Fund set up by 
the depositories in accordance with the SEBI 
(Depositories and Participants) Regulation, 1996 will be 
exempt from tax. Any such exempt income shared by 
such fund with a depository shall be chargeable to tax in 
the hands of the fund in the year in which income is 
shared. 

Exemption of income earned by the securitization trusts 

► Income earned by securitization vehicles set up as a trust 
and regulated by SEBI or RBI will be exempt from tax. 

Sum received under keyman insurance policy 

► Amounts received by the keyman on maturity of keyman 
insurance policy assigned to them, with or without 
consideration, before its maturity would not be eligible 
for exemption applicable to maturity proceeds of life 
insurance policy. 
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Special rates relating to non residents 

Tax rates applicable on royalty or FTS earned by non 
residents have been amended as follows: 

Description Existing 
rate 

Proposed 
rate with 

effect from 
1 April 2013 

Royalty / FTS received in 
pursuant of an agreement 
entered on or before 31 May 
1997 

30% 25% 

Royalty / FTS received in 
pursuant of an agreement 
entered after31 May 1997 but 
before 1 June 2005 

20% 25% 

Royalty / FTS received in 
pursuant of an agreement 
entered on or after 1 June 2005 

10% 25% 

 
However, this amendment will not impact tax rate as may be 
applicable under the relevant tax treaty. 

Business income 

Deduction for bad debts in case of banks 

► Presently, in computing the taxable income of certain 
categories of banks, deduction towards provision for bad 
and doubtful debts is available as a specified percentage 
of the total income and of the aggregate average 
advances made by the rural branches. 

► In addition, deduction for bad debts written off is also 
available to the extent that such bad debts exceed credit 
balance in the provision for bad and doubtful debts made 
under the provisions of the Income-tax Act.  

► It has been clarified that for the purpose of claiming 
deduction in respect of bad debts actually written off, no 
distinction to be made in provision for doubtful debts in 
respect of rural advances and other advances. 

Sunset clause for commencement of business in power 
sector extended 
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► Sunset clause for commencement of business (to claim 
tax holiday) extended from 31 March 2013 to  
31 March 2014 for undertakings which are set up for 
generation and/ or distribution, transmission or 
distribution of power or which undertake substantial 
renovation and modernization of the existing 
transmission or distribution lines. 

Transfer of land and/ or building held other than as capital 
assets: 

► Where land and/ or building, held other than as capital 
assets, is transferred for a consideration which is less 
than the stamp duty value of such land/ building, the 
stamp duty value will be deemed to be the full value of 
consideration taxable as business income.  

► If the date of agreement fixing the consideration value for 
the transfer is different from the date of registration of 
the transfer, the stamp duty value as on the date of 
agreement for transfer will be considered. This will apply 
only where part or full consideration is paid by any mode 
other than cash on or before the date of agreement for 
transfer. 

Deduction on acquisition and installation of new assets 

► As an incentive measure for manufacturing companies, 
the Government has introduced a deduction for acquiring 
and installing new assets. 

► The salient features of the investment linked deduction 
are as follows: 

► The company is engaged in the manufacture of any 
article or thing. 

► The new assets are acquired and installed during the 
eligible period i.e. between 1 April 2013 and 
31 March 2015. 

► The aggregate amount of cost of new assets acquired 
and installed during the eligible period exceeds 
INR 1 billion.  

► Deduction would be allowed at 15% of actual cost of 
new assets acquired and installed during the eligible 
period. 
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► Period of deduction 

► The deduction would be available from the financial 
year in which the aggregate cost of new assets 
acquired exceeds INR 1 billion. 

► In case of financial year 2014-15, deduction will be 
available for cost of new assets acquired and installed 
during the eligible period as reduced by deduction, if 
any, allowed in respect of the new assets acquired 
during the financial year 2013-14. 

► Restriction on sale or transfer of new assets 

► If the new asset is sold or transferred within a period 
of 5 years from the date of its installation, the 
deduction already allowed would be taxable as 
business income in the year in which such new asset is 
sold or transferred.  This would be in addition to 
capital gains, if any, taxable on sale of asset. 

► In case of amalgamation or demerger within 5 years 
from the date of installation of new assets, the 
restriction on sale or transfer of new assets would 
continue to apply to the amalgamated company or 
resulting company as it would have applied to the 
amalgamating company or demerged company. 

► New asset is defined to mean new plant and machinery 
and excludes the following: 

► second hand plant or machinery; 

► plant or machinery installed in any office premises or 
any residential accommodation including guest 
houses; 

► any office appliances including computers or 
computer software; 

► any vehicle; 

► ship or aircraft; or 

► plant or machinery, the cost of which has been 
allowed as deduction in computing business income in 
any preceding financial year. 

► This deduction would be in addition to the depreciation 
allowable on such new assets in accordance with the 
existing provisions of the Income-tax Act. 
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Distribution tax to be paid by securitization trusts  

► Specified securitization trusts distributing income to its 
investors will be liable to pay distribution tax as follows:  

► no distribution tax to be paid where the payment is 
made to a person who is exempt from tax under the 
provisions of the Income-tax Act; 

► 25% in case of income distribution to individuals and 
HUF; 

► 30% in case of income distribution to other investors. 

► Provisions with regards to timelines for payment of 
distribution tax, furnishing of statement in the prescribed 
form, chargeability of interest, etc introduced. 

This amendment will be effective from from 1 June 2013.  

Dividend income received from securitization trusts 

► Dividend income received by an investor from 
securitization trusts will be exempt from tax. 

Tax on distributed income  

Introduction of tax on buy back of shares by unlisted Indian 
company 

► Presently, proceeds from buy back of shares under 
section 77A of the Cos Act are generally taxable in the 
hands of shareholder as capital gains.  

► Now, the Indian unlisted company will have to pay a 20% 
tax on “distributed income” on buy back of shares. 
“distributed income” has been defined to mean 
consideration paid by the unlisted Indian company as 
reduced by the amount which was received by the 
unlisted Indian company for issue of such shares.  

► Consequentially, the shareholder shall be exempt from 
tax on proceeds received pursuant to such buy back. 

► No deduction shall be allowed to the unlisted Indian 
company or a shareholder in respect of the income or tax 
referred to under this provision.  

The above insertion will take effect from 1 June 2013. 
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Capital gains 

Taxation of transactions for inadequate consideration by 
individuals and HUF: 

► Where immovable property is received by an individual or 
HUF for inadequate consideration and such consideration 
is less than the stamp duty value of the property by an 
amount exceeding INR 50,000, the stamp duty value 
reduced by the consideration received, would be taxable 
as income from other sources. 

► If the date of agreement fixing the consideration value for 
the transfer is different from the date of registration of 
the transfer, the stamp duty value as on the date of 
agreement for transfer will be considered. This will apply 
only where part or full consideration is paid by any mode 
other than cash on or before the date of agreement for 
transfer. 

Amendment to the definition of “capital asset” 

► Presently, agricultural land is excluded from the 
definition of “capital asset” with the following two 
exceptions: 

► where agricultural land is situated in the jurisdiction 
of a municipality or cantonment board having a 
population of 10,000 or more; or 

► where agricultural land is situated within 8 kilometres 
from local limits of a municipality or cantonment 
board as notified by the Government. 

► Now, the second exception will be amended to state that 
agricultural land will form part of “capital asset”, if it is 
located within the aerially measured distance of:  

► not more than 2 kilometres from local limits of any 
municipality or cantonment board with a population of 
more than 10,000 and upto 100,000; or 

► not more than 6 kilometres from local limits of any 
municipality or cantonment board with a population of 
more than 100,000 and upto 1,000,000; or 

► not more than 8 kilometres from local limits of any 
municipality or cantonment with a population of more 
than 1,000,000. 
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► Similar amendment has also been made in the definition 
of “urban land” under the Wealth-tax Act.  

CTT 

Levy of CTT introduced 

► CTT would be levied at 0.01% on sale of commodity 
derivatives, other than agricultural commodities traded in 
recognized associations.  

► Provisions with regard to furnishing of return, 
assessment, filing of appeal, chargeability of interest, 
levy of penalty etc introduced.  

► CTT will be levied from a date to be notified in the official 
Gazette.  

Deduction of CTT paid  

► Deduction in respect of CTT paid will be available against 
the income arising from commodity derivative 
transactions subject to CTT and chargeable as profits and 
gains of business or profession.    

Other deductions under Chapter VIA 

Additional deduction for individuals availing housing loans 

► New provision has been introduced to allow deduction to 
individuals for interest up to INR 100,000 on housing 
loan taken from financial institutions in respect of a 
residential property, subject to the following conditions: 

► The loan is sanctioned between 1 April 2013 and      
31 March 2014;  

► The amount of loan does not exceed INR 2.5 million;  

► The value of the residential property does not exceed 
INR 4 million; and 

► Individual does not own any residential property as on 
the date of sanction of loan. 

► Such deduction shall be in addition to the existing 
deduction available under income from house property. 

► Where the deduction of interest claimed is less than     
INR 100,000, the balance can be carried forward to the 
next financial year. 
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Contributions to health schemes 

► Presently, a deduction of INR 15,000 (INR 20,000 for 
senior citizens) is available to an individual for 
contribution made towards, inter alia, the Central 
Government Health Scheme. 

Now, contribution made to such other Central and State 
government schemes as may be notified by the 
Government will also be eligible for deduction within the 
limit mentioned above. 

Deduction under Rajiv Gandhi Equity Scheme 

► Presently, individuals with gross total income up to  
INR 1,000,000 investing in listed securities under the 
Rajiv Gandhi Equity Scheme are eligible for deduction    
up to INR 25,000. The deduction is available only in the 
year of investment. 

Now, individuals with gross total income up to  
INR 1,200,000 are eligible to invest under the Scheme. 
The scope of investment has been extended to include 
listed units of equity oriented funds. The deduction will 
now be available 3 consecutive financial years. 

Donations towards National Children’s Fund 

► Presently, donations made to National Children’s Fund 
are eligible for deduction of 50% of the donation made. 

Now, such donations will be eligible for 100% deduction. 

Deduction in respect of contribution made to political parties  

► Presently, in computing the total income of an Indian 
company, any sum contributed by it to any political party 
or an electoral trust in the financial year is allowed as a 
deduction.   

Now, it is provided that the said deduction will not be 
allowed if the contribution is made in cash.  

► Presently, in computing the total income of any person 
(other than a local authority or any artificial judicial 
person wholly or partially funded by the Government), 
any sum contributed by such person to any political party 
or an electoral trust in the financial year is allowed as a 
deduction.   

Now, it is provided that the said deduction will not be 
allowed if the contribution is made in cash. 
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Additional deduction for wages paid to new workmen 

► Presently, deduction of an amount of 30% of additional 
wages paid to new regular workmen employed is allowed 
from profits derived by an Indian company from “any 
industrial undertaking engaged in manufacture or 
production” of article or thing. 

The above deduction is allowed for three financial years 
including the year of employment of new workmen. 

► Now, it is provided that the above deduction will be 
allowed to an Indian company deriving profits from 
manufacture of goods in a “factory” as defined under the 
Factories Act, 1948. 

No deduction will be allowed in case the factory is hived 
off, transferred from another existing entity or acquired 
by amalgamation.  

Return of income 

Return of income filed without payment of self assessment 
tax to be treated as defective return  

► Presently, in case of non payment of self assessment tax, 
the return of income is not treated as a defective return. 

► Now, a return of income shall be regarded as a defective 
return unless self assessment tax together with interest is 
paid on or before the date of furnishing return of income.  

This amendment will be effective from 1 June 2013.  

Assessment procedures 

Directions for special audit 

► Presently, the Revenue authorities have the power to 
direct special audit of the accounts of a taxpayer if they 
find it necessary having regard to the nature and the 
complexity of the accounts. 

► Now, the Revenue authorities will be empowered to direct 
such special audit if they find it necessary having regard 
to the volume of the accounts, doubts about the 
correctness of the accounts, multiplicity of transactions 
in the accounts or specialized nature of business activity 
of the taxpayer. 

This amendment will be effective from 1 June 2013. 
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Time limit for completion of assessment / reassessment 
proceedings 

► Presently, for the purpose of computing the time limit for 
completion of assessment / reassessment proceedings, 
the period commencing from the date of direction of 
special audit up to the date on which the audit report is 
required to be furnished, is excluded.  

Now, in case the direction of special audit is challenged 
before a court, the period up to the date of receipt of the 
order of the court by the Revenue authorities will also be 
excluded while computing the aforesaid time limit. 

► Where the Revenue authorities seek information from the 
foreign tax authorities under the relevant DTAA, the 
period commencing from the date on which the request 
for information is made up to the date of receipt of the 
information (not exceeding one year) is excluded for 
computing the period of limitation for completion of 
assessment / reassessment proceedings.  

Where multiple requests are made for seeking 
information or the information is received in part, the 
period commencing from the date on which the first 
request is made up to the date of receipt of the last part 
of the information (not exceeding one year) will now be 
excluded for computing the period of limitation.  

► Similar amendments have also been made in respect of 
assessment/ reassessment proceedings in case of 
search/ requisition. 

These amendments will be effective from 1 June 2013.  

Penalty 

Penalty for non furnishing of annual information return 

► Presently, for failure to furnish annual information return 
within the prescribed due date, a penalty of INR 100 is 
levied for each day commencing from the date following 
the due date of furnishing the annual information return 
up to the date on which the annual information return is 
furnished. 

► Now, if the Revenue authorities have issued a notice 
requiring the defaulter to furnish the annual information 
return within a specified date, a penalty of INR 500 will 
be levied for each day commencing from the date 
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following the specified date up to the date on which the 
annual information return is furnished. 

Withholding tax 

Provisions relating to withholding tax on interest in case of 
certain rupee denominated LTIBs 

► Presently, a lower withholding tax rate of 5% applies on 
interest in respect of monies borrowed by an Indian 
company in foreign currency or by issue of LTIBs.  

► Now, LTIB issued by an Indian company and subscribed to 
by a non resident from monies deposited in foreign 
currency in designated account as converted in rupees 
will be deemed to be subscribed in foreign currency and a 
lower withholding rate of 5% will apply. 

Definition of “designated account” introduced to mean an 
account opened solely for the purpose of deposit of 
money in foreign currency and utilization of such money 
for subscription of LTIB.  

This amendment will take effect from 1 June 2013. 

Withholding tax on transfer of immovable properties 
introduced 

► As per Section 194-IA, transfer of immovable property 
(other than by way of compulsory acquisition) will now be 
subject to withholding tax at the rate of 1% on the amount 
of consideration, at the time of credit or payment, 
whichever is earlier.  

► However, withholding tax would not be attracted in case 
the consideration for transfer of such immovable 
property is less than INR 5 million. 

► Immovable property has been defined as land (other than 
agricultural land) or any building or part of a building. 

The above amendment will be effective from 1 June 2013. 

TRC necessary, but not the only sufficient condition for 
claiming relief under DTAA 

► Provisions inserted by the Finance Act, 2012 presently 
prescribed that if a taxpayer to whom the DTAA applies, 
shall not be entitled to claim any relief under such DTAA, 
unless a TRC containing prescribed particulars is obtained 
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by the taxpayer from the Government of that country or 
specified territory. 

► Now, it has been additionally provided that the TRC will 
be necessary, but not a sufficient condition for claiming 
relief under the DTAA. 

This position was earlier mentioned in the memorandum 
explaining the provisions of the Finance Bill, 2012, 
introducing the requirement to obtain a TRC. 

This amendment will take effect retrospectively from  
1 April 2013. 

STT on transactions in securities  

► STT rates on transactions in specified securities have 
been reduced as follows: 

Particulars Existing 
rate (%) 

Proposed 
rate (%) 

Delivery based purchase of 
units of equity oriented fund 
entered into on a recognized 
stock exchange@ 

0.100 Nil 

Delivery based sale of units 
of equity oriented fund 
entered into on a recognized 
stock exchange* 

0.100 0.001 

Sale of futures in securities* 0.017 0.010 

Sale of unit of equity oriented 
fund to the mutual fund* 

0.250 0.001 

 
@ STT payable by purchaser 
* STT payable by seller 
 
This amendment will be effective from 1 June 2013. 

Others 

Extension of time limit for recognition of provident funds 

► Presently, recognition accorded to provident funds which 
did not satisfy specified conditions till 31 March 2013 
were to be withdrawn. An extension will be granted till  
31 March 2014 to satisfy the conditions. 
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Dividend tax 

Special provision for taxation of dividends received by an 
Indian company from specified foreign companies 

► Presently, dividend received by an Indian company from a 
specified foreign company is taxable at the concessional 
rate of 15% (plus applicable surcharge and education 
cess), on a gross basis for the period up to 
31 March 2013. 

The above provision will now be extended up to 
31 March 2014. 

► Specified foreign company is defined to mean a foreign 
company in which the Indian company holds 26% or more 
of the nominal value of the equity share capital. 

DDT 

Removal of cascading effect of DDT 

► While computing DDT, the dividend received from a 
foreign subsidiary on which income-tax has been paid by 
the Indian company can be reduced. 

This amendment will take effect from 1 June 2013. 

Tax on income distributed by a mutual fund 

► Tax on income distributed by a mutual fund (other than 
an equity oriented fund, money market fund or a liquid 
fund) to an individual or a HUF increased from 12.5% to 
25%.  

This amendment will take effect from 1 June 2013. 

Tax on income distributed by an IDF mutual fund to  
non residents 

► Presently, income distributed by an IDF mutual fund is 
taxable at the following rates: 

► Income distributed to an individual or HUF investor at 
12.5%; and 

► Income distributed to any other person at 30%.  

► Now, the income distribution tax to be paid by IDF mutual 
fund on income distributed to its non resident investors 
will be reduced to 5%. 

This amendment will take effect from 1 June 2013. 
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Others 

Definition of “tax due” 

► It is now clarified that for the purpose of recovery of tax 
due from directors of a closely held company in case of 
liquidation, or from partners of a LLP in case of 
dissolution, “tax due” shall include penalty, interest or 
any other sum payable under the Income-tax Act.  

This amendment will be effective from 1 June 2013. 

Definition of “existing liability” 

► Presently, assets seized can be used to recover any 
existing liability including penalty and interest in respect 
of which the tax payer is in default.  

► It has now been clarified that the “existing liability” will 
not include advance tax.  

This amendment will be effective from 1 June 2013.  

Wealth-tax 

► Presently, the return of net wealth has to be physically 
filed in the prescribed form together with annexures.  

► Now, certain classes of persons to be notified, will be 
required to file the return of net wealth in electronic form 
without enclosing annexures. The annexures will be 
required to be produced before the assessing officer on 
demand. 

This amendment will be effective from 1 June 2013. 
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Indirect tax 
Customs duty 
Policy changes 

► Peak rate of BCD remains unchanged at 10%. 

The following changes will be effective on enactment of the 
Finance Bill: 

► Interest free period for payment of import duty reduced 
from five days to two days from the date where Bill of 
Entry returned after assessment.  

► Introduction of specific provisions permitting filing of 
import and export manifest electronically. 

► Government empowered to prohibit import or export of 
designs and geographical indications, either absolutely or 
subject to conditions. 

► Period of storage of imported goods pending clearances 
in a public or private warehouse restricted to thirty days, 
with a further extension by Commissioner not exceeding 
30 days at a time. 

► Apart from Shipping Bill or Bill of Export, warehoused 
goods may be exported outside India by post, without 
payment of duty on the basis of label or declaration 
accompanying the goods. 

► Advance ruling can now be obtained related to any new 
line of business of import or export proposed to be 
undertaken by an importer or exporter. 

► Appellate tribunal may extend the stay order for a period 
not exceeding 185 days where the delay in disposing of 
the appeal is not attributable to the appellant. Stay order 
shall stand vacated if the appeal is not disposed off within 
total period of 365 days from the date of the order. 

► Specified offences such as duty evasion, import of 
prohibited goods, mis-declaration, fraudulent availment 
of drawback or exemption, shall be non-bailable. 

► Presently, for specified offences where the amount of 
duty evaded exceeds INR 3 million, the maximum term of 
imprisonment has been prescribed as seven years.  This 
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punitive measure is now relaxed to cases where duty 
evaded exceeds INR 5 million. 

► Powers granted to customs officers for recovery of 
outstanding duties of a defaulter from any other person 
including banks/ insurance companies, who owe or hold 
money on behalf of the defaulter. 

► The monetary limit of the single member bench of the 
appellate tribunal to hear and dispose off appeals 
enhanced from INR 1 million to INR 5 million. 

► Scope of liability of agent of the owner, importer or 
exporter of goods expanded.  

► “CHA” to be referred to as “Customs brokers” 
considering the global practice and internationally 
accepted nomenclature. 

Other changes 

The following changes will be effective from 1 March 2013, 
unless otherwise specified: 

► Steam coal and bituminous coal will attract a uniform rate 
of 2% BCD and 2% CVD. 

► All variants of flat rolled products of iron or non-alloy 
steel plated or coated with Zinc, falling under tariff 
heading 7210 and 7212 are exempted from export duty 
retrospectively from 1 March 2011. 

► Period for claiming exemption from duties on import of 
parts and testing equipments meant for consumption 
during the course of maintenance, repair and overhaul 
aircraft parts extended from three months to one year. 

► Exemption from education cess and secondary and higher 
secondary education cess is withdrawn on various 
products such as aeroplanes, helicopters and their parts, 
soya bean oil, olive oil. 

► The time period for consumption/ installation of parts and 
testing equipments imported for maintenance, repair and 
overhaul of aircraft and aircraft parts is increased from 
three months to one year.  

► By virtue of excise duty exemption on ships and vessels 
falling under some specified tariff headings, there will be 
no CVD leviable on the same. 
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► Baggage rules are being amended to raise the duty free 
allowance in respect of jewelry for Indian passengers 
(residing abroad for over one year or a person who is 
transferring his residence to India) from INR 10,000 to 
INR 50,000 for gentleman passengers and from INR 
20,000 to INR 100,000 for lady passengers. 

Rate movement 

► Changes in the basic rates of customs duty on some key 
items are set out below: 

Items Rate movement (%) 

 Basic duty Movement 

 From To  

De-hulled oat grains 30 15  

Hazel nuts  30 10  

Motor cycle with engine 
capacity of 800cc or more 

60 75  

New  passenger cars/ other 
high end motor vehicles with 
CIF value of more than USD 
40,000 regardless of engine 
capacity, whether petrol or 
diesel 

75 100  

Old cars 100 125  

Pre-forms of a precious/ semi 
precious stones 

10 2  

Raw silk (not thrown) 5 15  

Set top box 5 10  

Specified machinery used in 
leather and footwear industry 

7.5 5  

Specified textile machinery 
and parts  

7.5 5  

Stainless steel wire cloth 
stripes used in manufacture 
of catalytic convertors and 
their parts 

10 5  

Wash coats used in 
manufacture of catalytic 

7.5 5  
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Items Rate movement (%) 

 Basic duty Movement 

 From To  

convertors and their parts 

Yachts/ motor boats 10 25  

 

Excise duty 
Policy changes 

► No change in the basic excise duty rate of 12%. 

► Full exemption from excise duty is available to 
intermediate goods manufactured and consumed 
captively by exempted units under area based exemption 
scheme in Himachal Pradesh and Uttarakhand. 

► Maximum Retail Price based assessment has been 
prescribed for branded ayurvedic medicaments and 
medicaments of Unnani, Siddha, Homeopathy or Bio-
chemic system with an abatement of 35% on the MRP.  

► Specific provisions inserted to allow recovery in case of 
non reversal of Cenvat credit in the following scenarios: 

► ‘As  such’ removal of inputs or capital goods; 

► Removal after use of capital goods; and 

► Full or partial write off of inputs or capital goods. 

► Public limited company including a private company 
which is deemed to be a public company by virtue of 
Section 43A of the Cos Act can now obtain an advance 
ruling. 

The key changes mentioned below will take effect on 
enactment of Finance Bill: 

► Advance ruling can now be obtained: 

► for any “new line of business” of production or 
manufacture proposed to be undertaken; and 

► for a question related to admissibility of credit of 
service tax paid or deemed to have been paid on input 
services. 
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► Appellate tribunal may extend the period of stay order 
not exceeding 185 days where delay in disposing of the 
appeal is not attributable to appellant. Stay order shall 
stand vacated, if the appeal is not disposed of within total 
period of 365 days. This provision would be applicable to 
service tax as well. 

► For issues with regard to which a notice has been served 
for prior period, a statement issued in lieu of a notice for 
the subsequent period shall be deemed to be a proper 
notice.  The said notice shall contain the details of duty 
not paid, short levied or erroneously refunded. 

► For service/ delivery of any decision or order passed or 
any summons or notices issued, additional modes such as 
speed post with proof of delivery or through courier 
approved by CBEC have been notified along with the 
existing mode of delivery through registered post with 
acknowledgement due. 

► The monetary limit of single member bench of Appellate 
tribunal to hear and dispose off appeals has been 
enhanced from INR 1 million to INR 5 million. 

► Presently, for specified offences, where the amount of 
duty evaded exceeds INR 3 million, the maximum term of 
imprisonment has been prescribed as seven years.  This 
punitive measure is now relaxed to cases where duty 
evaded exceeds INR 5 million. 

► Offences where the duty liability exceeds INR 5 million 
and involves evasion of payment of any excise duty or is 
in relation to credit of any duty allowed to be utilized 
towards payment of excise duty on the final product, 
have been specified as cognizable and non bailable. 

Rate movement 

► The rate of duty applicable on cigarettes is as follows: 

Description 
 

BED INR per 
1,000 sticks 

BED INR per 
1,000 sticks Movement 

From To 
Non-filter exceeding 
65 but not 
exceeding 70 mm 

  

1,463 1,772  

Filter exceeding 65 
mm  but not 
exceeding 70 mm 

 

1,034 1,249  
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Description 
 

BED INR per 
1,000 sticks 

BED INR per 
1,000 sticks Movement 

From To 
Filter exceeding 70 
mm  but not 
exceeding 75 mm 

 

1,463 1,772  

Filter exceeding 75 
mm  but not 
exceeding 85 mm 

 

1,974 2,390  

Others 2,373 2,875  

 

► The rate of duty applicable on Cigar, Cheroots and 
Cigarillos are as follows: 

Description 
BED INR per 
1,000 sticks 

BED INR per 
1,000 sticks Movement 

From To 

Cigar, 
Cheroots and 
Cigarillos 

  

12% or INR 
1,370 

whichever is 
higher 

12% or INR 
1,781 

whichever is 
higher 

 

 Cigarettes of 
tobacco 
substitutes  

 

1,258 1,511  

Cigarillos of 
tobacco 
substitutes 
and others 

 

10% or INR 
1,473 

whichever is 
higher 

12% or INR 
1,738 

whichever is 
higher 

 

 

► Changes in the basic rates of excise duty on some key 
items are set out below: 

Items 

Rate movement (%) 

Basic duty Movement 

From To  

Ships, tugs, pusher craft, 
dredgers and other vessels 

6 0  

Mobile Handsets having 
retail sale price of more 
than INR 2,000 per unit 

1 6  

Silver produced or 
manufactured during the 

0 4  
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Items 

Rate movement (%) 

Basic duty Movement 

From To  

process of zinc or lead 
smelting starting from the 
stage of zinc or lead ore or 
concentrate 

Chassis of motor vehicles 
(other than petrol)  for the 
transport of goods 

14 13  

Motor vehicles of engine 
capacity exceeding 1500 
cc, popularly known as 
Sports Utility Vehicles 
(SUV) including utility 
vehicles 

27 30  

 

Service tax 
► Effective service tax rate remains unchanged at 12.36%. 

The following key changes will be effective from  
1 March 2013: 

► In respect of construction contracts for residential units 
having carpet area less than 2,000 square feet or where 
the amount charged is less than INR 10 million, 
abatement remains at 75%. For others, abatement 
reduced from 75% to 70%. 

► Benefit of advance ruling extended to resident public 
limited company. Definition of public limited company 
linked to Companies Act provisions.  

The following key changes will be effective from  
1 April 2013: 

► Exemption on transfer of copyright in cinematographic 
films limited to films exhibited in cinema hall or theatre. 
Exploitation of all non-theatrical rights (where there is a 
temporary transfer or permission to use or enjoy such 
rights) will now be taxable. 

► Exemption on services provided by goods transport 
agency extended to transportation of the following 
additional goods: 
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► agricultural produce and food stuff excluding alcoholic 
beverages; 

► chemical fertilizer and oil cakes; 

► newspaper or magazines registered with the registrar 
of newspaper; and 

► defence or military equipments. 

► Exemption will be withdrawn on the following services: 

► restaurants having facility of air-conditioning or 
central air-heating. Presently, such restaurants are 
liable to pay service tax only if they have a license to 
serve liquor; 

► transportation of specified petrol and petroleum 
goods, postal mail and mail bags and household 
effects by rail or vessel in India;  

► services by way of vehicle parking to general public; 

► services provided to Government or local authority for 
repair or maintenance of aircrafts; and 

► auxiliary educational services or renting of immovable 
property by educational institution to an entity not 
qualifying as an educational institution. 

► Definition of charitable activities will be amended to 
exclude activities relating to advancement of any other 
object of general public utility. 

The following key changes will be effective on enactment of 
the Finance Bill: 

► Following services to be included in the negative list of 
services: 

► vocational courses offered by institutes affiliated to 
the state council for vocational training; 

► process amounting to manufacture on which excise 
duty is leviable under the Medicinal and Toilet 
Preparations (Excise duties) Act, 1955; and 

► testing activities directly related to production of 
agricultural produce such as soil testing and animal 
feed testing. 
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► Amnesty scheme, ie Service Tax Voluntary Compliance 
Encouragement Scheme, 2013 introduced for the first 
time:  

► Objective is to encourage voluntary compliance by 
assessees; 

► Cases specifically targeted to be covered are non 
filers, stop filers or persons who have not made a 
truthful declaration in their service tax returns; 

► Scheme not applicable to persons against whom 
investigation or inquiry is pending by issue of search 
warrant or summons or by way of audit; 

► Period to be covered is October 2007 to December 
2012; and 

► Immunity granted from interest, penalty and other 
proceedings if tax for the above period is paid by      
30 June 2014 as per prescribed instalments. 

► Penalty provisions will be amended to give effect to the 
following: 

► Penalty for non compliance with registration 
provisions restricted upto INR 10,000; 

► Provisions introduced to levy personal penalty on 
director/ manager/ secretary/ other officer of the 
company in case of contravention; and 

► Such persons responsible for conduct of business at 
the time of the contravention could be penalized upto 
INR 100,000 for: 

► service tax evasion; 

► issuance of invoice without provision of service; 

► availment and utilization of CENVAT credit without 
actual receipt of taxable services or excisable 
goods; and 

► failure to pay amount collected as service tax to 
the account of Government beyond a period of six 
months. 

► In respect of matters where part of the demand is held to 
be barred by limitation, specific provision introduced for 
authorities to determine tax demand for period within 
limitation. 
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► Provisions in relation to offences and penalties will be 
amended to give effect to the following: 

► Term of imprisonment to be extended from three 
years to seven years in case of failure to pay amount 
collected as service tax within six months from the 
due date, if the amount exceeds INR 5 million.  This 
offence shall be cognizable; and 

► Power granted to Commissioner to order arrest for 
specified offences in accordance with the provisions 
of the Code of Criminal Procedure, 1973. 

CST 
► No change in CST rate. 

GST  
► Commitment to introduce GST affirmed.  

► Announcements suggest overwhelming support by State 
Governments for ushering in GST by amending 
Constitution. 

► The Central Government has demonstrated continued 
eagerness to resolve pending matters for GST 
introduction including releasing INR 90 billion as first 
instalment of balance CST compensation to State 
Governments.  

► State FMs and GST council to work on drafting GST Act 
and Rules. 
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Other key policy 
initiatives 
Some of the key policy initiatives proposed by the 
Government in Budget 2013 are: 

Investment 
► Communication with investors to be improved to remove 

any apprehension or distrust, including fears about undue 
regulatory burden. 

► Measures taken to introduce new and innovative 
instruments to mobilize funds for investment in 
infrastructure sector: 

► Infrastructure Debt Funds to be encouraged; 

► India Infrastructure Finance Company Limited to offer 
credit enhancement; 

► Infrastructure tax free bonds of INR 500 billion in 
2013-14; 

► Raising corpus of Rural Infrastructure Development 
Fund to INR 200 billion; and 

► INR 50 billion to National Bank for Agriculture and 
Rural Development to finance construction for 
warehousing. Window to Panchayats to finance 
construction of godowns. 

► The Cabinet Committee on Investment has been set up. 
Decisions have been taken in respect of a number of gas, 
power and coal projects. 

► Incentives to semiconductor wafer fab manufacturing 
facilities, including zero customs duty for plant and 
machinery. 

Savings 
Following measures proposed to incentivize greater savings 
by household sector in financial instruments. 

► Rajiv Gandhi Equity Savings Scheme to be liberalized. 

► Instruments protecting savings from inflation to be 
introduced in consultation with RBI. 
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Infrastructure 
Road construction 

► A regulatory authority for road sector will be set up. 

► 3000 kilometers of road projects in Gujarat, Madhya 
Pradesh, Maharashtra, Rajasthan and Uttar Pradesh will 
be awarded in the first six months of 2013-14. 

Industrial corridors 

► Plans for seven new cities have been finalized and work 
on two new smart industrial cities at Dholera, Gujarat and 
Shendra Bidkin, Maharashtra will start during 2013-14 

► Chennai - Bengaluru industrial corridor to be developed. 

► Preparatory work has started for Bengaluru- Mumbai 
industrial corridor. 

Ports 

► Two new major ports will be established in Sagar, West 
Bengal and in Andhra Pradesh to add 100 million tonnes 
of capacity. 

► A new outer harbour to be developed in the V. O. 
Chidamvaranar port at Thoothukkudi, Tamil Nadu 
through PPP at an estimated cost of INR75 billion. 

National waterways 

► Preparatory work underway to build a grid connecting 
waterways, roads and ports. 

Oil and gas 

► A policy to encourage exploration and production of shale 
gas will be announced. 

Coal 

► To reduce our dependence on imported coal, it is 
proposed to devise a PPP policy framework with Coal 
India Limited as one of the partners. 

Power 

► Guidelines regarding financial restructuring of 
distribution companies have been announced. 



 

Budget PLUS 2013 56 

► State Government urged to prepare the financial 
restructuring plan, quickly sign memorandum of 
understanding and take advantage of the scheme. 

Industry 
Micro, Small and Medium Enterprises 

► Benefits or preferences enjoyed by Micro, Small and 
Medium Enterprises to continue upto three years after 
they grow out of this category. 

► Refinancing capacity of Small Industries Development 
Bank of India raised to INR 100 billion. 

► Ministry of Corporate Affairs to notify that funds provided 
to technology incubators located within academic 
institutions and approved by the Ministry of Science and 
Technology or Ministry of Micro, Small and Medium 
Enterprises will qualify as CSR expenditure. 

Textiles 

► Technology Upgradation Fund Scheme to continue in 
12th Plan with an investment target of INR1,510 billion. 

► Allocation of INR 500 million to Ministry of Textile to 
incentivize setting up apparel parks within the Scheme 
for Integrated Textile Parks to house apparel 
manufacturing units. 

► A new scheme called the Integrated Processing 
Development Scheme will be implemented in the 12th 
Plan to address the environmental concerns of the textile 
industry.   

► Working capital and term loans at a concessional interest 
of 6% to handloom sector. 

Financial sector 
► A standing Council of Experts to be constituted in the 

Ministry of Finance to analyse the international 
competitiveness of the Indian financial sector. 

Banking 

► Compliance of public sector banks with Basel III 
regulations to be ensured.  INR140 billion provided for 
infusing capital. 
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► All branches of public sector banks to have ATM by 
31 March 2014. 

► Proposal to set up India’s first Women’s Bank as a public 
sector bank. Provision of INR 10 billion as initial capital. 

Insurance 

► A multi-pronged approach to increase the penetration of 
insurance, both life and general, in the country. 

► Number of proposals finalized, in consultation with IRDA 
such as empowering insurance companies to open 
branches in Tier-II cities and below without prior approval 
of IRDA, KYC of banks to be sufficient to acquire 
insurance policies.   

Capital market 

► Proposal to amend the SEBI Act, 1992 to strengthen the 
regulator, under consideration. 

► Designated depository participants, authorized by SEBI, 
may register different classes of portfolio investors, 
subject to compliance with KYC guidelines. 

► SEBI will simplify the procedures and prescribe uniform 
registration and other norms for entry of foreign portfolio 
investors. 

► Where an investor has a stake of 10% or less in a 
company, it will be treated as FII and, where an investor 
has a stake of more than 10%, it will be treated as FDI. 

► FIIs will be permitted to participate in the exchange 
traded currency derivative segment to the extent of their 
Indian rupee exposure in India. 

► FIIs will also be permitted to use their investment in 
corporate bonds and Government securities as collateral 
to meet their margin requirements. 

► SEBI to prescribed requirement for angel investor pools 
by which they can be recognized as Category I AIF VCFs. 

► Small and medium enterprises, to be permitted to list on 
the SME exchange without being required to make an 
initial public offer. 

► Stock exchanges to be allowed to introduce a dedicated 
debt segment on the exchange. 
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Recent policy 
changes 
Significant policy initiatives during the period 16 March 2012 
to 15 February 2013 have been summarized in the following 
paragraphs. Some of these initiatives may be impacted by the 
proposals announced in the Budget speech of the Finance 
Minister. 

Foreign investment 
policy 
The Government has issued consolidated FDI policy vide 
Circular 1 of 2012 with the sunset clause of one year. The 
Circular 1 has updated all the prior instructions/ clarifications 
issued by the Government and has superseded Circular 2 of 
2011. The important changes are as follows: 

► Liberalization of FII limit of 23% in the foreign investment 
cap of 49% (comprising of FDI – 26% and FII – 23%) in 
commodity exchanges, which is now brought under the 
automatic route.  

► “Leasing and finance business” clarified to cover only 
finance lease and not operating lease. 

► Issue of shares against import of second hand machinery 
has been prohibited. 

► In construction and development sector, it has been 
clarified that the condition of 50% development of project 
within a period of five years is applicable to each project. 

► Prior intimation to RBI required in respect of FII investment 
beyond 24% and up to the sectoral cap.  

► Definition of micro and small enterprises clarified to be in 
accordance with the Micro, Small and Medium Enterprises 
Development Act, 2006. 

In addition during the year, the Government has liberalized the 
FDI policy through the press notes: 

► Power trading exchanges: Foreign Investment in power 
exchanges registered under the Central Electricity 
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Regulatory Commission (Power Market) Regulations, 2010 
allowed up to 49% (FDI-26% and FII-23%) subject to: 

► FII Investments allowed under automatic route and FDI 
under approval route; 

► FII investment restricted to secondary market;  

► Non resident investor/entity including persons acting in 
concert not allowed to hold more than 5% of the equity 
in these companies; and  

► Investment to be compliant with SEBI Regulations and 
other applicable laws/ regulations, security and 
conditions. 

► NBFCs: NBFCs having foreign investment between 75% and 
100% and with a minimum capitalization of USD 50 million 
allowed to set up step down subsidiaries for specific NBFC 
activities, without any restriction on the number of 
operating subsidiaries and without bringing in additional 
capital.  

► Investment from Pakistan: The Government allowed FDI 
from Pakistan in sectors/activities other than defence, 
space and atomic energy, under the approval route. 

► Downstream investment by banking companies: 
Downstream investment by banking companies owned and/ 
or controlled by non-residents, under corporate debt 
restructuring, or other loan restructuring mechanism, or in 
trading books, or for acquisition of shares due to default in 
loans, shall not be counted towards indirect foreign 
investment. However, strategic investment (investment in 
its subsidiaries/ JVs and associates) would continue to be 
counted towards indirect foreign investment. 

Foreign exchange 
regulations 
Inbound investments 
► RBI has permitted SEBI registered FIIs/ sub-accounts of FIIs 

to invest in primary issues of NCDs/ bonds subject to 
conditions. 
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► RBI has: 

► raised the investment limit for FIIs from USD 15 billion 
in Government securities and USD 45 billion for 
corporate debt to USD 25 billion and USD 50 billion 
respectively subject to certain sub-limits and 
conditions; 

► rationalized the terms and conditions for FII investment 
in infrastructure debt and the scheme for non resident 
investment in IDF in terms of lock-in period and residual 
maturity; 

► permitted QFIs to invest in mutual fund schemes in the 
infrastructure sector subject to conditions. 

► RBI has withdrawn permission to issue equity shares/ 
preference shares against supply of imported second-hand 
machinery. 

► RBI has clarified that ”leasing and finance” (among the 18 
permitted NBFC activities under the automatic route) 
covers only “financial leases” and not “operating leases”. 

► RBI has amended the definition of QFI and permitted them 
to invest through SEBI registered Qualified Depository 
Participants in eligible corporate debt instruments subject 
to conditions. QFIs can now invest in corporate debt 
securities (without any lock-in or residual maturity 
condition) and mutual fund debt schemes subject to limits 
prescribed. 

► RBI has permitted QFIs and FIIs to hedge their currency risk 
on the market value of permitted investments in India with 
AD Category I bank.  

Outbound investments 
► RBI has rationalized/ liberalized provisions relating to 

outbound investments as under: 

► Creation of charge in form of pledge/ mortgage/ 
hypothecation on immovable/ movable property and 
other financial assets of the Indian entity and their 
group companies to be considered by RBI under the 
approval route subject to conditions. 

► Bank guarantee issued by a resident bank on behalf of 
overseas JV/ WOS of the Indian entity shall be 
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considered for computation of the financial 
commitment. 

► Proposals from the Indian party for undertaking 
financial commitment without equity contribution in 
JV/ WOS may be considered by the RBI under the 
approval route. 

► CCPS shall be treated at par with equity shares. 

► RBI has permitted resident individuals to acquire equity 
shares of a foreign company under general permission for 
the following (subject to conditions): 

► qualification shares issued by a company incorporated 
outside India for holding the post of a Director; 

► acquire shares in part/ full consideration of professional 
services rendered to the foreign company or in lieu of 
Director’s remuneration; 

► resident employees or Directors to accept shares 
offered under an ESOP Scheme in a foreign company, 
irrespective of the percentage of the direct or indirect 
equity stake in the Indian company. 

► RBI has permitted an Indian party to open, hold and 
maintain foreign currency account abroad for overseas 
direct investments subject to conditions. 

► RBI has permitted overseas direct investment by Indian 
parties in Pakistan under the approval route. 

ECB 
► RBI has rationalized/ liberalized the ECB guidelines as 

under: 

► Indian companies in the power sector can utilize 40% of 
fresh ECB raised towards refinancing of rupee loan(s) 
availed from domestic banks under the approval route. 

► ECBs would also be allowed for capital expenditure 
under the automatic route for maintenance and 
operation of toll systems for roads and highways 
provided they form part of the original project. 

► RBI has allowed the entities in civil aviation sector to raise 
ECB for working capital and refinancing of outstanding 
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working capital rupee loans availed from domestic banks 
under the approval route.  

► RBI has permitted Indian companies in the manufacturing 
and infrastructure sector to avail ECBs for repayment of 
Rupee loan(s) availed from the domestic banks for capital 
expenditure, under the approval route. RBI has also 
extended this facility to Indian companies in the hotel 
sector with a total project cost of INR 250 crores or more. 

► RBI has clarified that companies in the infrastructure 
sector will have to approach RBI under the approval route 
only at the time of availing bridge finance to import capital 
goods.  

► RBI has permitted companies in the infrastructure sector to 
avail trade credit up to a maximum period of five years for 
import of capital goods.  

► RBI has permitted successful bidders making upfront 
payment for the award of the 2G spectrum out of rupee 
loan to refinance such rupee loan with a long-term ECB 
under automatic route. They have also been allowed to 
avail short term foreign currency loan in the nature of 
bridge finance under automatic route.  

► RBI has decided to allow ECB for low cost affordable 
housing projects (which include slum rehabilitation 
projects) as a permissible end use under the approval 
route. No FCCBs will be permitted to be issued under this 
scheme. 

► RBI has enhanced the ECB limit for NBFC-IFCs under the 
automatic route from 50% of their owned funds to 75% of 
their owned funds, including the outstanding ECBs. Further 
RBI has decided to reduce the hedging requirement for 
currency risk from 100% of their exposure to 75%. 

► RBI has permitted refinancing of an existing ECB by raising 
fresh or rescheduling an existing ECB at a higher all-in-cost 
under the approval route provided the enhanced all-in-cost 
does not exceed the prescribed all-in-cost ceiling. 

Miscellaneous 
► RBI had delegated its powers to AD Category - I banks 

regarding submission of Annual Activity Certificate by BO/ 
LOs, extension of the validity period of LOs and closure of 
BO/ LOs of foreign entities in India. RBI has now clarified 
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that transfer of assets of BO/ LO to subsidiaries or other 
BO/ LO or to any other entity is permitted only with the 
specific approval of the RBI. 

► In addition to the existing reporting requirement, LO/ PO/ 
BO of foreign entities in India are also required to furnish 
on an annual basis, a report to the DGP of the concerned 
states in a prescribed form.  A copy of the report should 
also be filed with the concerned AD. 

► RBI has clarified that copies of the Annual Activity 
Certificates submitted to the Director General of Income 
tax (International Taxation) by LO/ BO should be 
accompanied by audited financial statements including 
receipt and payment account.  

► RBI has clarified that whenever a contravention is 
identified by it or brought to its notice, other than through 
an application for compounding, RBI will continue to decide 
whether: 

► a contravention is technical and/ or minor in nature 
and, as such, can be dealt with by way of an 
administrative/ cautionary advice; 

► it is material and hence, is required to be compounded 
for which the necessary compounding procedure has to 
be followed; or  

► the issues involved are sensitive/ serious in nature and, 
therefore, need to be referred to the DOE. However, 
once a compounding application is filed by the 
concerned entity suo moto admitting the 
contravention, the same will not be considered as 
“technical” or “minor” in nature, and the compounding 
process will be initiated. 

► RBI has permitted ADs to sell foreign exchange to a unit in 
DTA to make payment in foreign exchange to a unit in the 
SEZ for the services rendered, subject to conditions.  

► RBI has extended the relaxation provided to exporters to 
realize and repatriate export proceeds within 12 months 
from date of export till 31 March 2013. 

► RBI has clarified on the applicability of Liberalized 
Remittance Scheme for resident individuals as follows: 

► The facility is available to all resident individuals, 
including minors. 
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► Remittances can be consolidated in respect of family 
members subject to conditions. 

► Remittances can be used to purchase objects of art 
subject to the provisions of other applicable laws. 

► A resident individual is allowed to borrow a sum not 
exceeding USD 0.25 million or its equivalent from close 
relatives outside India subject to conditions.  

► RBI has permitted grant of rupee and foreign currency 
loans against NRE/ FCNR (B) fixed deposits to depositor/ 
third party without any ceiling subject to usual margin 
requirements. Further, the facility of premature withdrawal 
of NRE/ FCNR deposits shall not be available where loans 
have been against such deposits.  

Securities law and 
regulations 
Scheme of arrangement – revised 
requirements 
► Presently, listed companies need to file any scheme/ 

petition, proposed to be filed before any Court or Tribunal 
under section 391, 394 and 101 of the Companies Act, 
1956, with the SE for its approval, at least a month before 
it is presented to the Court or Tribunal.   

► SEBI has revised the existing requirements for SEs and 
listed companies undertaking schemes of arrangement. 
Now, in addition to company filing the draft scheme and 
prescribed documents to the SE for approval, the SE is 
required to forward scheme related documents to SEBI for 
its comments/ approval. 

► Along with the documents currently required to be 
submitted to the SE, the listed company is now required to 
submit its audit committee recommendation on the draft 
scheme and a valuation report obtained from an 
independent Chartered Accountant. The scheme related 
documents filed with the SE are required to be disclosed on 
the website of the listed company, immediately upon filing. 
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► After processing the draft scheme and other documents, 
the SE shall forward its ”objection/ no-objection” letter to 
SEBI for its comments on the scheme.  

► All complaints/ comments received by SEBI on the draft 
scheme shall be forwarded to the SE for appropriate action/ 
resolution by the listed company. 

► The listed company is required to compile all complaints/ 
comments and prepare a ”complaints report” to be 
submitted to the SE, which shall then forward the report to 
SEBI. 

► Upon receipt of SEBI comments within 30 days, the SE shall 
issue an ”observation letter” to the listed company. 

► The SE is required to disclose the draft scheme and other 
documents on its website. The “observation letter” is 
required to be disclosed on the websites of the SE as well as 
the listed company.  

► The “observation letter” and “complaints report” are also 
required to be included in the notice sent to the 
shareholders for approval to the scheme and also to be 
notified to the High Court at the time of seeking its 
approval.  

► The listed company is required to ensure that the scheme 
submitted to the High Court provides for shareholders 
approval through special resolution passed through postal 
ballot and e-voting. The special resolution shall be acted 
upon only if votes cast by public shareholder in favor of the 
scheme amounts to at least two times the number of votes 
cast by public shareholders against it. 

► On the High Court sanctioning the scheme, the listed 
company shall submit various documents (as prescribed) to 
the SE who shall then forward them to SEBI for comments/ 
approval. SEBI shall provide its comments/ approval to the 
SE within 30 days.  

Manner of achieving minimum 
public shareholding  
► Equity listing agreement has been amended to provide 

that, in addition to the existing methods, a listed company 
can achieve minimum public shareholding through rights 
issue and bonus issue to public shareholders, with 
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promoter/ promoter group shareholders foregoing their 
rights/ bonus entitlements. 

Redemption of IDRs into 
underlying equity shares 
► The framework for redemption of IDRs into underlying 

equity shares provides that after completion of one year 
from the date of issuance of IDRs, redemption of IDRs shall 
be permitted only if the IDRs are infrequently traded on the 
stock exchanges in India. 

► In order to introduce two way fungibility of IDRs whilst also 
retaining domestic liquidity, it has been decided to allow 
partial fungibility of IDRs (i.e. redemption/ conversion of 
IDRs into underlying equity shares) in a financial year to 
the extent of 25% of IDRs originally issued. 

Financial services 
FIIs 
► The provisions relating to foreign investment in India by 

FIIs in Government securities and corporate debt have 
been rationalized as under: 

► Limit for FII investment in Government bonds and dated 
securities has increased from USD 10 billion to USD 15 
billion and the condition of residual maturity of 3 years 
of the instrument at the time of first purchase has been 
done away with. Pursuant to this, the overall limit for 
FII investment in Government securities has increased 
from USD 20 billion to USD 25 billion. 

► Limit for FII investment in corporate debt instruments 
issued by the companies in non infrastructure sector 
has been increased by USD 5 billion. However, the 
additional limit will not be available for investment in 
CD and CP.  

► The condition of lock-in period of 1 year in case of 
investment by FIIs in non convertible debentures and bonds 
issued by listed/ unlisted Indian companies in the 
infrastructure sector has been done away with. 
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Mutual funds 
► The SEBI has amended the MF regulations with respect to 

chargeability of expenses to AMCs/ schemes. The key 
aspects include: 

► Any exit load applicable shall be credited to the scheme 
and additional charges (if any) shall be charged to the 
scheme. 

► AMC may charge the scheme with investment and 
advisory fees without any cap. 

► For fund-of-funds scheme, the total expenses have 
been capped at 2.5% of the daily NAV. 

► Additional expenses such as brokerage and transaction 
costs incurred for the purpose of execution of trade can 
be charged to the scheme subject to limits. 

NBFC 
► The RBI has issued a regulatory framework for companies 

engaged in the factoring business under a new category of 
NBFC viz, “Factors”. The framework lays down the criteria 
for a non-deposit/ deposit taking NBFC to qualify as a 
NBFC-Factor. The framework covers the business criteria 
for qualifying as a NBFC–Factor, procedure for registration, 
the minimum NOF criteria to be satisfied, the prudential 
norms applicable, etc. NBFC–Factor intending to deal in 
foreign exchange through import/ export factoring need to 
make a separate application to Foreign Exchange 
Department of RBI.  

► The RBI has modified the regulatory framework for MFIs 
due to difficulties faced by such entities. The key aspects of 
the revision include: 

► Staggering the fulfillment of the NOF criteria for 
existing NBFCs seeking to convert to NBFC-MFI; 

► Only assets originated on or after 1 January 2012 will 
have to comply with the qualifying assets criteria 
applicable to NBFC-MFIs; 

► Assets existing as on 1 January 2012 shall be reckoned 
towards meeting both qualifying assets criteria and 
total net assets criteria; 
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► Loans granted for generating income as a percentage 
of the total loans granted has been reduced from 75% 
to 70%;  

► Average interest rates on loans not to exceed the 
average borrowing cost plus the margin (margin of 10% 
for large MFIs and 12% for others).  Maximum variance 
permitted for individual loans between minimum and 
maximum interest rate cannot exceed 4%; 

► Rationalization of the capital adequacy, asset 
classification and provisioning norms for the NBFC–MFIs 
having an Andhra Pradesh portfolio.  

► The RBI has issued directions for NBFC-CICs investing in 
overseas joint ventures/ subsidiaries/ representative 
offices in financial sector. The said directions include: 

► CICs desirous of making overseas investment in 
financial sector shall be required to hold a CoR from RBI 
and shall be regulated like CICs-ND-SI; 

► Exempted CICs making overseas investment in non-
financial sector shall not require registration from RBI. 
A registered CIC shall not be required to obtain prior 
approval of the RBI for overseas investment in non-
financial sector; 

► Further various eligibility norms have been prescribed 
by the RBI which are required to be satisfied by 
registered CICs desirous of investing in the financial 
sector.   

► The RBI has prescribed the following prudential measures 
for NBFCs lending against gold: 

► Maintain a Loan-to-Value ratio not exceeding 60% for 
loans granted against gold jewellery; 

► Disclose the percentage of such loans to their total 
assets in their balance sheet; 

► Maintain minimum Tier I capital of 12% by 1 April 2014 
(for NBFCs having gold loans comprising 50% or more 
of their financial assets); 

► Not to grant any advance against bullion/ primary gold 
and gold coins. 

► For the purposes of determining the principal business, the 
RBI has clarified that investments in fixed deposits will not 
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constitute financial assets and income from fixed deposits 
will not constitute income from financial assets. 

► NBFCs having a CoR shall commence NBFC activities within 
six months of issuance of CoR, otherwise the CoR will 
automatically stand withdrawn. 

Banking 
► Banks providing finance to NBFCs having gold loans 

comprising 50% or more of their financial assets, are 
required to reduce their exposure ceiling to each such 
NBFC from 10% to 7.5% of banks’ capital funds. Further, 
the banks have to set an internal sub-limit on their 
aggregate exposure to all such NBFCs. 

► The RBI released the final guidelines for issuing of new 
banking licenses, allowing entities in the private and the 
public sector as well as NBFCs to enter the fray. The RBI 
has ensured adherence to financial discipline by stipulating 
the promotion of new banks by a non-operating financial 
holding company in the form of a NBFC. This will be 
regulated by the RBI and would have to comply with 
present prudential guidelines on standalone and 
consolidated basis. 

Others 
► The SEBI has released AIF regulations for governing all 

private pools of capital with few exemptions.  AIF 
Regulations prescribe conditions for investment in 
associate companies, borrowing, leveraging/ hedging, 
listing of AIFs, valuation of units of AIFs, governance 
norms pertaining to conflict of interest, fiduciary 
responsibility of the investment manager, transparency, 
etc. 

► The SEBI has issued the investment adviser regulations 
which seek to make it mandatory for all investment 
advisers to be regulated by SEBI unless specifically 
exempted. The regulations also specify the eligibility 
criteria, general responsibilities and obligations which an 
investment adviser is required to comply with. 

► QFIs are now permitted to invest in corporate debt 
securities and debt schemes of Indian mutual funds subject 
to a limit of USD 1 billion. Further, QFIs are now permitted 
to invest in specified corporate debt instruments of 
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infrastructure sector to the extent of USD 3 billion, subject 
to original maturity of investment of 3 years. 

► The list of countries from where QFIs can invest in Indian 
capital markets has been expanded to include residents 
from the countries of the Gulf Cooperation Council and the 
European Commission. 

Insurance 
► The IRDA has prescribed the insurance fraud monitoring 

framework for all insurance and reinsurance companies. 
Under the framework, the management of an insurance 
company will be required to disclose the adequacy of 
systems in place to safeguard the assets and to prevent 
and detect fraud and other irregularities. The framework 
has sought to classify frauds into 3 broad categories being 
(i) policyholder fraud and/ or claims fraud; (ii) intermediary 
fraud and (iii) internal fraud. The insurance companies 
shall implement the fraud mitigation measures and shall 
comply with the reporting requirements prescribed. 

Information technology 
► The Government has approved the NPIT which attempts to 

optimally leverage India’s global edge in ICT to advance 
national competitiveness in other sectors, particularly 
those of strategic and economic importance. NPIT aims to 
make at least one individual in every household e-literate 
among other objectives. 

► The Government has approved the National Policy on 
Electronics 2012 which aims to create an eco-system for a 
globally competitive ESDM sector in the country.  

► The Government has introduced the M-SIPs in order to 
promote large scale manufacturing in the ESDM sector. 
The main features of M-SIPS are as follows: 

► Subsidy for investments in capital expenditure - 20% 
for investments in SEZs and 25% in non SEZs; 
reimbursement of CVD/ excise for capital equipment 
for non-SEZ units. Reimbursement of central taxes and 
duties for certain high technology and high capital 
investment units; 
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► Incentives available for 29 selected category of ESDM 
products; 

► Incentives available for relocation of units from abroad; 

► Scheme shall be open for 3 years from the date of its 
notification. Approvals for incentives not exceeding INR 
100,000 million to be granted during the XII Plan 
period (2012-17). 

► The DEITY has issued the Electronics and Information 
Technology Goods (Requirement for Compulsory 
Registration) Order, 2012 bringing into force a scheme for 
mandatory regime of registration of identified 15 
electronic products so that these products meet specified 
safety standards. This provides that all the 15 specified 
electronic products shall bear a self declaration stating that 
the product confirms to the relevant Indian Standard.  

► The IT (Amendment) Bill, 2013 has been introduced which 
proposes to amend Section 66A of the IT Act, 2000 dealing 
with punishment for sending offensive messages through 
communication services. The amendment seeks to: 

► To remove expressions in Section 66A which were 
vague and left wide scope for misinterpretation and 
abuse.  

► To remove references to offences which are already 
covered under various sections of the Indian Penal 
Code, 1860. 

► To provide for a potent anti-spam provision. 

► The Bill provides that any person sending unsolicited 
commercial electronic messages etc. shall be punished with 
a fine up to INR 10 million.  

Telecommunications 
► TRAI issued its recommendations on auction of spectrum 

on 23 April 2012. One of the important recommendations 
included re-farming of spectrum in the 800 MHz and 900 
MHz bands on a progressive basis before the due date of 
renewal of licenses. TRAI has recommended that spectrum 
available with service providers in the 900 MHz band 
should be replaced by spectrum in the 1800 MHz band and 
should be charged at the price prevalent at the time of re-
farming. 
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► The NTP 2012 was approved by the Government on 
31 May 2012.  Some of the key objectives of the NTP 2012 
include: 

► reviewing and harmonizing the legal, regulatory and 
licensing framework in a time bound manner to enable 
seamless delivery of converged services; 

► putting in place a liberalized merger and acquisition 
policy for telecom licensees with necessary thresholds, 
while ensuring adequate competition; 

► promoting efficient use of spectrum with provision of 
regular audit of spectrum usage; 

► working towards recognizing telecom as infrastructure 
sector for both wireline and wireless;  

► extending benefits currently available to infrastructure 
sectors to telecom sector also; 

► reviewing and simplifying sectoral policy for Right of 
Way for laying cable network and installation of towers; 

► mandate for mapping and submission of information of 
infrastructure assets on the standards based inter-
operable geographic information system platform by all 
telecom infrastructure/ service providers to the 
licensor; 

► rationalizing taxes, duties and levies affecting the 
sector; and  

► working towards providing a stable fiscal regime to 
simulate investments and making services more 
affordable. 

► DoT revised the annual license fee for NLD, ILD, 
International Private Leased line Circuits service and 
commercial VSAT and MSS-R licenses from 6% to 7% of the 
AGR for the period from 1 July 2012 to 31 March 2013 
and 8% with effect from 1 April 2013. Annual license fees 
payable by UAS license holders was also revised upwards 
by the DoT with effect from 1 July 2012. 

► In November 2012, the Government re-auctioned 122 2G-
band telecom licenses which had been cancelled pursuant 
to the decision of the Supreme Court in February 2012. 
The actual collection from the re-auction stood only at 
approximately INR 94 billion against the target of 
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approximately INR 400 billion as set by the Government. 
The low collection was primarily on account of high reserve 
price set by the Government making the same unaffordable 
for telecom companies battered by falling profit margins 
and burdened by rising debt.  

► ‘The International Telecommunication Cable Landing 
Stations Access Facilitation Charges and  
Co-location Charges Regulations, 2012’ was released by 
TRAI on 21 December 2012. These regulations provide for 
minimum access facilitation charges and co-location 
charges payable by ILD and ISP licensees for accessing the 
capacity acquired on Indefeasible Right to Use basis or on 
short-term lease basis from an owner of submarine cable 
capacity or a member of consortium owning submarine 
cable capacity. 

► On 28 December 2012, TRAI has released a consultation 
paper on “Definition of AGR in license agreements for 
provision of internet services and minimum presumptive 
AGR”, wherein stakeholders comments have been invited 
on: 

► Definition of AGR for all three categories of ISP 
licenses. 

► Applicability of minimum presumptive AGR to 
broadband wireless access spectrum holders under 
internet service / access service licenses and other 
licenses (with or without spectrum).  

► Suggestions on amendments required in the formats of 
statement of revenue and license fee reported by 
various categories of internet service licensees and 
UAS licensees. 

Real estate  
► RBI issued Circular 61 of 2012 permitting ECB for low cost 

affordable housing projects under the approval route up to 
an aggregate limit of USD 1 billion for financial year  
2012-13. In this respect, the key change relevant for the 
real estate sector is as follows: 

► Eligible developers/ builders have been permitted to 
avail ECB for eligible low cost affordable housing 
projects (other than for acquisition of land) under RBI’s 
approval route. NHB would act as a nodal agency to 
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determine the eligibility of the low cost affordable 
housing projects to avail ECB. 

► NHB and Eligible Housing Finance Companies have also 
been permitted to avail ECB for financing prospective 
owners of low cost affordable housing units. 

Retail and consumer 
products 
► The DIPP has issued Press Note 4 (2012 series) dated 20 

September 2012 liberalizing the conditions regulating FDI 
in single brand product retailing, which provides for the 
following important changes: 

► A non-resident entity, whether owner of the brand or 
otherwise, would now be permitted to undertake single 
brand product retail trading in the country. Where the 
entity is not the brand owner, it should have a legally 
tenable agreement with such owner; 

► The single brand product retailing entity with FDI of 
more than 51% is required to source at least 30% from 
India, preferably from Indian small industries.  “Small 
industries” are defined as industries having a total 
investment in plant and machinery not exceeding USD 1 
million at the time of installation, without providing for 
depreciation; and 

► For the first five years, it is permitted to meet this 
sourcing requirement as an average of five years total 
value of goods purchased. 

► The DIPP amended the FDI policy vide Press Note 5 (2012 
series) dated 20 September 2012 allowing FDI to the 
extent of 51% in multi brand product retailing subject to 
fulfillment of the following key conditions: 

► Minimum amount of FDI should be USD 100 million; 

► 50% of the total FDI to be invested in backend 
infrastructure within 3 years of the first tranche of FDI.  
“Backend infrastructure” would include capital 
expenditure on all activities other than front end 
activities. Land cost and rental expenditure would not 
be counted for the purposes of computing backend 
infrastructure costs; 
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► At least 30% of the value of manufactured/ processed 
products purchased should be sourced from Indian 
small industries; and 

► Retail sales outlets can be set up only in cities with a 
population of more than 1 million as per the 2011 
census and can also cover an area of 10 kms around 
the municipal area, but only in states permitting such 
FDI. Further, States/ Union Territories which permit 
FDI, but do not have cities having population of more 
than 1 million, retail sales outlets can be setup in cities 
of their choice, preferably the largest city and an area 
of 10 kms around the municipal area of such city. 

► FDI in e-commerce retail trade (single brand or multi brand) 
is expressly prohibited. 

► The Government has amended the Legal Metrology 
(Packaged Commodities) Rules with effect from 
1 November 2012, to establish standard packaging norms. 
This is aimed at restricting the packaging flexibility of 
FMCG companies for product categories such as baby 
foods, biscuits, tea, coffee and beverages.  

Media 
Broadcasting 
► The Cabinet Committee on Economic Affairs has amended 

the FDI limits to permit foreign investment up to 74% in 
teleports, DTH, cable networks, multi-system operators 
operating at national/ state/ district level and undertaking 
upgradation of networks towards digitization and 
addressability as follows: 

► Up to 49% under automatic route 

► Beyond 49% and up to 74% under approval route 

The foreign investment in mobile TV sector has been 
permitted up to 74% (up to 49% under the automatic route 
and beyond 49% and up to 74% under the approval route). 

The foreign investment limit for broadcasting sector would 
include FDI and investment by FIIs, NRIs, FCCBs, ADRs, 
GDRs and convertible preference shares held by foreign 
entities. 
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► The MIB’s data (based on a news article of November 
2012) for all the four metro cities show the digitization of 
cable TV households including DTH connections up to 94%. 
The percentage of digitization achieved in the four metros 
(first phase) is as under: 

► Mumbai – 100% 

► Delhi – 97% 

► Kolkata – 83% 

► Chennai – 86% 

The deadline for the second phase of digitization is 31 
March 2013. The second phase covers 1 million plus cities 
across the country. 

► The TRAI amended the regulations issued under Standards 
of Quality of Service (duration of advertisement in TV 
channels) providing guidelines on advertisements on 
television. 

► The MIB has notified the Cable Television Networks Rules, 
2012 paving the way for digitization of the sector. These 
rules provide the framework based on which digitized cable 
networks will provide services.  

► Three prominent industry bodies – Indian Broadcasting 
Foundation, Indian Society of Advertisers and Advertising 
Agencies Association of India from the field of media and 
advertising have come together to form Broadcast 
Audience Research Council, an industry body for TV 
audience measurement. 

Radio 
► The approval of a dedicated empowered group of ministers 

is required in respect of Phase III of the private FM radio 
policy due to a large number of new issues cropping up 
with technical and financial implications for the radio 
sector. 

► Foreign investment up to 26% is permitted under approval 
route for FM radio. 

► With the entire process of Phase III auctions getting 
delayed due to various reasons, the Government has 
decided to give more time to FM Phase II operators to 
migrate to Phase III. The MIB has extended the last date of 
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signing the Grant of Permission Agreement from 31 
December 2012 to 30 June 2013. 

Filmed entertainment 
► The MIB and Ministry of Tourism have signed a 

memorandum of understanding to support film tourism in 
India, where the Ministry of Tourism will provide budgetary 
support for identified film festivals as well as single window 
clearance for film shooting permissions. 

Health sciences 
Drugs 
► The Government has notified the National Pharmaceuticals 

Pricing Policy 2012 to put in place a regulatory framework 
for pricing of drugs so as to ensure availability of essential 
medicines at reasonable prices.   

► The Department of Pharmaceuticals has been deliberating to 
come up with a formula to price patented drugs. 

► The Health Ministry has issued draft guidelines on good 
distribution practices for pharmaceutical products to ensure 
the quality and identity of pharmaceutical products during all 
aspects of the distribution process like procurement, 
purchasing, storage, distribution, transportation, 
documentation and record keeping practices.   

► The CDSCO has framed draft guidelines on good distribution 
practices for biological products for ensuring quality and 
traceability of biological products through all stages of 
distribution process.   

► The CDSCO to place 91 drugs under Schedule H1 with a view 
to encourage rational prescribing of antimicrobials and 
minimize the development of resistance to antimicrobials in 
India. 

Clinical trials 
► The Drugs Controller General of India has made registration 

of Ethics Committees attached with the clinical trials 
organizations for conducting clinical trials mandatory. 
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Others 
► The medicines and health care products regulatory agency 

has issued a guideline aiming at companies applying to 
change the legal classification of medicine. It aims to provide 
a general advice on the procedures for changing the legal 
classification of a medicine, to help ensure a simple, speedy 
and transparent process wherever possible, according to the 
regulatory authority.  

Infrastructure and 
transportation 
Railways 
► The Cabinet Committee on Infrastructure has approved a 

policy for private participation in rail connectivity and 
capacity augmentation projects in December 2012. The key 
objectives of the policy are as follows: 

► Supplementing Government investment in rail 
infrastructure projects by private capital inflows; 

► Involving the states in creation/ development of rail 
infrastructure for the common public good; 

► Timely creation of rail transport capacity to avoid supply 
demand mismatch; 

► Ensuring availability of transport needs consistent with 
the expected GDP growth of 9%. 

► The Ministry of Railways has formulated a final draft of 
policy on “Rail Terminals at Private Ports” in January 2013. 
The policy sets forth the framework of guidelines for 
development of rail terminals and associated logistics 
facilities for cargo handling and other value added services 
at privately developed ports. 

► With an objective to improve rail infrastructure, the Ministry 
of Railways has entered into memorandum of understanding 
with Belgium, Austria, Spain and France for cooperation for 
effective development and modernization of railway sector in 
the country. 
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Roadways 
► The Cabinet Committee on infrastructure has approved the 

Model EPC agreement document for construction of two 
lane national highways work in August 2012. The EPC 
document has been structured in order to minimize time 
and cost overrun and optimize design and quality 
construction. This will apply to all national highways other 
than those built on the PPP model. 

► Ministry of Road Transport & Highways has entered into a 
memorandum of understanding with Canada and Spain. The 
objective of such memorandum of understanding is to 
promote efficient and environmentally sustainable 
transport systems and to institutionalize a technical and 
scientific cooperation in the fields of road infrastructure, 
construction, maintenance and management of roads. 

Civil aviation 
► The Government has permitted FDI up to 49% in civil 

aviation sector, operating scheduled and non-scheduled air 
transport, under the automatic/ Government route subject 
to prescribed terms and conditions 

► The Ministry of Civil Aviation has constituted a committee 
to consider and examine applications/ proposals for 
providing air transport services and applications/ proposals 
for import or acquisition of aircraft for various purposes in 
October 2012. 

► The Ministry of Civil Aviation has formulated a draft Civil 
Aviation Authority Bill in February 2013. The Bill has been 
drafted to provide for establishment of a Civil Aviation 
Authority for administration and regulation of civil aviation 
safety, better management of civil aviation safety oversight 
over air transport service operators, air service navigation 
operators and operators of other civil aviation facilities, 
matters relating to financial stress on safety of operation, 
consumer protection and environment regulations in civil 
aviation sector. 

Power 
► The Government has notified guidelines for short term (ie 

for a period of less than or equal to one year) procurement 
of electricity by distribution licensees through tariff based 
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process.  The guidelines are expected to promote 
competitive procurement of short term power requirement 
by the distribution licensees and are expected to reduce the 
overall cost of procurement of power.   

► The CCEA has approved a scheme for financial 
restructuring of state distribution companies which remain 
open upto 31 December 2012, unless the same is 
extended.  The salient features of the scheme are: 

► 50%  of the outstanding short term liabilities upto 
31 March 2012 to be taken over by State Governments;  

► the balance 50% would be restructured by rescheduling 
loans and providing moratorium on principal; 

► takeover of liability in the next 2 to 5 years by way of 
special securities and repayment till the date of takeover;  
and 

► the restructuring is to be accompanied by concrete and 
measurable action by the distribution companies to 
improve the operational performance. 

► The Ministry of Coal has notified the Auction of Competitive 
bidding of Coal Mines Rules, 2012.  The rules prescribe 
separate procedures for allocation of area containing coal: 

► through auction by competitive bidding; 

► to Government companies; and 

► to a corporation awarded a power project on the basis of 
competitive bids for tariff. 

Shipping 
► Government has set a target of awarding 29 PPP and 13 non 

PPP projects involving capacity addition of approximately 
245 million tonnes per annum for expansion and capacity 
creation in the major ports during the financial year  
2012-13. Cost of these 42 projects is estimated to be 
INR 145 billion.  

► With effect from 1 March 2012, Government operationalized 
the Land Ports Authority of India (under the Land Ports 
Authority of India Act, 2010) to put in place security systems 
relating to cross border movement of passengers, vehicles 
and goods and also to manage functioning of all Integrated 
Check Posts. 
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► In April 2012, the Government enacted the Merchant 
Shipping Rules, 2012 to regulate entry of ships into ports, 
anchorages and offshore facilities). These rules are 
applicable to foreign registered vessels with the gross 
registered tonnage of 300 tonnes or more. The rule 
mandates foreign registered vessels entering Indian ports to 
hold third party liability cover against maritime claims such 
as wreck removal and oil pollution. 

► In July 2012, Government constituted a committee under 
the Secretary, Planning Commission to scale up private 
investment in Inland waterways sector. The committee is 
expected to assess the investment potential of the sector and 
suggest measures for scaling up private investment. 

► In September 2012, the Cabinet Committee on 
Infrastructure approved the proposal for delegating 
additional financial power to the Ministry of Shipping for port 
projects in the PPP mode. Earlier, PPP projects costing more 
than INR 3 billion in the port sector required approval of the 
Cabinet Committee on Infrastructure. Now, the approval is 
required for projects costing more than INR 5 billion.  

GAAR 
► The Finance Act 2012 introduced GAAR provisions under 

‘’Chapter X-A’’ in the Income-tax Act, to be effective from 
1 April 2014. 

► Subsequently, on 13 July 2012, the Prime Minister 
constituted an expert committee on GAAR to vet and 
rework the guidelines based on comments from various 
stakeholders and the general public. 

► The expert committee submitted its draft report on 
31 August 2012 which was placed for public comments on 
the basis of which, the expert committee submitted its final 
report on 30 September 2012. 

► On 14 January 2013, the Finance Minister announced the 
decision of the Government of India on GAAR provisions on 
the basis of the recommendations of the expert committee, 
which are summarized below: 

► Applicability of GAAR: The provisions of GAAR shall be 
made applicable with effect from 1 April 2016 (ie 
assessment year 2016-17). 



 
 

Budget PLUS 2013 82 

► Grandfathering of investments: Investments made 
before 30 August 2010 (ie the date of introduction of 
DTC) alone will be grandfathered. 

► Binding effect of the directions: The Revenue 
authorities would be required to issue show-cause 
notice containing reasons to the assessee, before 
invoking the provisions of GAAR, after which the 
assessee shall have an opportunity to prove that the 
arrangement is not an impermissible avoidance 
arrangement. The directions issued by the approving 
panel will be binding on both the assessee as well as the 
Revenue authorities. 

► Interplay between GAAR and SAAR: When the 
provisions of both GAAR and SAAR are in force, then 
only one of the provisions will be applicable in line with 
the guidelines to be issued to that effect. 

► Main purpose of impermissible avoidance agreement: 
An arrangement, the ‘‘main purpose of which is to 
obtain tax benefit’’ (as opposed to an arrangement 
whose ‘’one of the main purpose is to obtain tax 
benefit’’) is only proposed to be brought within the 
ambit of GAAR. 

► Commercial substance test: For determining whether 
an arrangement lacks commercial substance, the 
Approving Panel should consider (i) Period of time for 
which an arrangement exists; (ii) Payment of taxes, 
directly or indirectly, under the arrangement; and (iii) 
Availability of exit route under the arrangement. 

► Foreign financial institutions: GAAR will not apply to 
non-resident FIIs and to those FIIs who do not take 
benefits under the DTAA. 

► Avoidance of double taxation of income: The GAAR 
provisions would have to ensure that the same income 
is not taxed twice in the hands of the same tax payer in 
the same or different assessment years. 

► Minimum monetary threshold limit: A monetary 
threshold of INR 30 million as tax benefit in the 
arrangement would be required to attract the 
provisions of GAAR. 

► Part impermissible avoidance agreement: The 
provisions of GAAR would be restricted to the tax 
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consequence arising only from that part of the 
arrangement, which is impermissible. 

► Constitution of approving panel: The approving panel 
shall consist of (i) Chairman who is or has been a judge 
of High Court; (ii) Member of Indian Revenue Service 
not below the rank of Chief Commissioner of Income-
tax; and (iii) Member having special knowledge of direct 
taxes, business accounts and international trade 
practices. 

► AAR: AAR route will be available to determine whether 
an arrangement can be regarded as an impermissible 
avoidance arrangement. 

► Definition in Income-tax Act: The definitions pertaining 
to “associated person” and “connected person” would 
be combined and only one inclusive definition with 
respect to “connected person” would be incorporated in 
the Act. 

► Reporting requirement: The tax auditor would be 
required to report any tax avoidance arrangement in his 
report. 

► Statutory forms: Statutory forms will be prescribed for 
Revenue authorities to exercise their powers under the 
Income-tax Act. 

Indirect tax 
Customs duty 
► Ad valorem CVD of 1% imposed on various types of 

fertilizers when imported into India.   

► Changes in duty structure in case electrical energy 
removed from a SEZ into DTA or non-processing areas of 
SEZ. 

► Notifications issued to update and/ or deepen the tariff 
concessions in respect of goods imported from Singapore 
under the Comprehensive Economic Cooperation 
Agreement between India and Singapore.   

► Similar exemptions also provided in respect of import of 
specific goods from Japan and SAARC nations under 
SAARC FTA.   
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► Preferential rates prescribed for goods imported under 
SAARC FTA to reduce the number of tariff lines in the 
sensitive list for non-least developed countries. 

► Duty exemption in respect of various goods that are 
required for initial setting up of mega/ ultra mega power 
projects has been restricted to notified projects.   

► Procedural relaxation has been provided by way of 
replacement of fixed deposit receipts with furnishing of 
bank guarantees in respect of provisional mega or ultra 
mega power projects.   

► Mandatory e-payment of customs duty where customs duty 
in excess of INR 100,000 is paid/ payable as per bill of 
entry, with effect from 17 September 2012. 

Excise duty 
► Supreme Court ruling in the case of Fiat India Private 

Limited has brought a new dimension to the understanding 
of the basis of valuation of excisable goods chargeable to 
excise duty on ad valorem basis by stating that in case the 
goods are sold at a price below the cost of production, the 
duty shall be computed on the basis of manufacturing cost 
plus profit. 

► Circular issued on 1 January 2013 stating that the 
recovery of confirmed demand can be made even where 
appeal and stay applications have been filed, in cases 
where stay is not granted within 30 days after fling of the 
application. 

► To effect the changes in the excise duty and service tax 
regime, the scheme of granting refund of the unutilized 
cenvat credit for the exporter of services was updated.  

► Change in rate of excise duty on DVD ROMs containing 
books of an educational nature, journal, periodicals 
(magazines) or newspaper and on articles of jewelry. 

Service tax 
► Negative list based taxation proposed in Finance Act 2012 

implemented with effect from 1 July 2012. 

► Place of Provision of Services Rules, 2012 has been 
notified. 
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► Single comprehensive notification for exempt services 
(with increased coverage as compared to the Finance Act, 
2012) introduced. 

► Domestic reverse charge provisions implemented and 
extended to additional categories such as directors 
services and security services. 

► Detailed education guide to negative list based service tax 
released on 20 June 2012. 

► Clarification and notification issued on the restoration of 
taxable service categories and accounting codes for the 
purpose of payment of service tax and obtaining service 
tax registration. 

► Draft circular placed in public domain in relation to 
clarification on taxability of services provided by employer 
to employees. 

Foreign trade policy  
► To promote export of green technology products, 16 

products have been identified wherein export obligation for 
manufacturing of these products under the EPCG Scheme 
is reduced to 75% of the normal export obligation.  

► Introduction of a new Post-Export EPCG Scheme wherein 
an importer can import capital goods upon payment of 
applicable duties and subsequently receive the freely 
transferrable duty credit scrip upon completion of export 
obligation. 

► Zero Duty EPCG Scheme has been extended till March 
2013. Permission has been granted to avail Technology 
Up-gradation Fund Scheme benefit with Zero Duty EPCG 
Authorization for two different lines of business by the 
same applicant. In case of the same line of business, Zero 
Duty EPCG Scheme could still be availed if the benefits of 
Technology Up-gradation Fund Scheme availed are 
surrendered/ refunded with applicable interest.  

► Zero Duty EPCG Scheme has been made available in case 
the benefit availed under the Status Holder Incentive 
Scheme is surrendered subsequently with applicable 
interest. 
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► Imports under Advance Authorisation Scheme allowed at 
any of the EDI ports irrespective of EDI port in which the 
authorisation is registered. 

► Limited relaxation has been granted under Status Holder 
Incentive Scheme on actual user condition and non-
transferability of the scrip. Benefit of the scheme has been 
extended to import of components and spares of the 
capital goods imported to the tune of 10% of the value of 
the Status Holder Incentive Scheme scrip. 

► In addition to Served From India Scheme, other scrips like 
Focus Product Scheme, Focus Market Scheme, VKGUY, 
Status Holder Incentive Scheme, Linked Focus Product 
Scheme, Agriculture Infrastructure Incentive Scrip are 
permitted to be utilized for excise duty payment for 
domestic procurements. 

► Exporters shall not be required to make any request to 
bank for issuance of bank export and realization certificate. 
“E-bank export and realization certificate” initiative has 
been commenced which would entail the electronic 
transmission of foreign exchange realization from the 
banks to the DGFT’s server on a daily basis.  

► Exports shipment from Delhi and Mumbai through post, 
courier or e-commerce shall be entitled to export benefits 
under FTP. 

► Seven new markets added to the list of countries eligible 
for export benefits under Focus Market Scheme. These 
countries are Algeria, Aruba, Austria, Cambodia, Myanmar, 
Netherlands Antilles and Ukraine. Seven new markets are 
also added to the list of countries under Special Focus 
Market Scheme. These countries are Belize, Chile, El 
Salvador, Guatemala, Honduras, Morocco and Uruguay. 

► 46 new items added to the list of products entitled for 
benefits under the Market Linked Focus Product Scheme 
and 110 new items added for benefits under Focus Product 
Scheme. Also two new items are added to VKGUY.  

► Three new towns ie Ahmedabad (textiles), Kolhapur 
(textiles) and Shaharanpur (handicrafts) are declared as 
Towns of Export Excellence.  

► To promote manufacturing activity and employment in the 
north eastern region of India, export obligation under the 
EPCG Scheme shall be 25% of the normal export obligation. 
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Specified export made through notified land customs 
station from north eastern region shall get an additional 
benefit of 1% of free on board value of exports. 



 
 

Budget PLUS 2013 88 

Global tax update 
Around the world uncertainty continues to impact the tax 
landscape, overlying and sometimes clouding broader tax 
trends. Whatever their source, these new uncertainties impact 
the global enterprise and the tax function, sometimes 
unexpectedly and dramatically. 

One country particularly facing potential change is the USA. 
With the Presidential election now complete, all eyes are now 
on the fiscal cliff and the potential long term tax reform. 
Americans have been debating tax reform almost since the day 
the ink dried on the last comprehensive rewrite of the USA tax 
laws in 1986. Grassroots groups have championed 
fundamental changes without gaining traction, individual 
lawmakers have proposed legislation that never came to a vote 
and presidential commissions have made recommendations 
only to see them filed away in White House archives.  

Once USA had one of the world’s lowest corporate tax rates 
following the 1986 reform, it now has the highest corporate 
tax rate of all major developed economies. The US still taxes 
its businesses on their global income in a world where capital 
and people cross borders more easily than at any time in 
history, while big trading partners like Japan and the United 
Kingdom have both shifted to territorial tax systems and 
lowered their top corporate tax rates. And a plethora of 
temporary provisions in the US tax code are getting harder to 
address with stopgap measures because the budgetary impact 
of those annual repairs is growing exponentially at a time when 
lawmakers say eliminating deficits is a top priority. 

The issue of “BEPS” has risen in prominence with the G20 
communique, heralding a significant evolution of the G20 and 
OECD work in this area.This represents the beginning of the 
G20 and the OECD taking a greater interest in crossborder and 
TP matters. The BEPS project examines whether, and if so 
why, MNCs’ taxable profits are being allocated to locations 
different from those where the actual business activity takes 
place. This project ties together many different strands of 
OECD work – including intangibles TP, and represents a real 
evolution in focus for the OECD. 

TP has been a key generator of news in more recent weeks 
too, with the UN releasing a draft text of the TP Practical 
Manual for Developing Countries. A departure from the OECD 
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principles in the Manual is seen by many commentators as 
driving additional uncertainty and potential double taxation. 
The OECD and UN will need to work closely with one another if 
they are to minimize this risk. Appropriate TP treatment of 
intangibles presents conceptual and practical challenges in 
comparison to the treatment of physical and financial assets. 
Accordingly, in 2010, the OECD announced the 
commencement of a project to address such challenges. 
During consultations held since that time, the business 
community suggested it would be helpful if the OECD were to 
periodically release a discussion draft for public comments as 
its work progresses. Such a document, prepared by the OECD 
was released for comment on 6 June 2012. It contains 
proposed revisions to Chapter VI of the OECD TP Guidelines, as 
well as annexed examples illustrating the application of the 
provisions of the proposed revised Chapter. While the OECD’s 
Committee on Fiscal Affairs has not yet considered the draft, 
and the draft does not address all the topics that will 
eventually be covered, the scope of the initial draft paper is 
very comprehensive. 

Supra-national organizations such as the OECD and UN are not 
the only ones influencing the tax landscape, and much has 
occurred at the national level as well. In the UK, a recent 
consultation on implementing a GAAR was concluded. While in 
Australia, draft legislation and explanatory memorandum to 
implement the amendments to Australia’s GAAR were released 
for public comments. 

In the European theater, early October saw feverish activity as 
nearly half of all Member States lined up to request that the 
European Commission move to introduce 2011 Financial 
Transaction Tax Directive via the rarely used enhanced 
cooperation mechanism. 

So once again we had a year with a lot of developments and 
the growth of both complexity and uncertainty in the tax 
system. Four years have passed since the height of the 
financial crisis. In those four years, taxation has become front 
page news like never before; fiscal stimulus has been followed 
by fiscal austerity and tax now makes headlines the world 
over. But while the policy twists of the last few years have 
been fast, furious and a real challenge for the corporate tax 
function to monitor and assess, of equal interest is how rapidly 
and fundamentally the global enforcement landscape 
continues to be shaped to not only the uncertain global 
economy, but to the challenging dynamics of global business. 
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Glossary 
AAR Authority for advance ruling  

AD Authorized dealer 

ADR American Depository Receipt 

AGR  Adjusted Gross Revenue  

AIF Alternate Investment Fund 

AIF Regulations SEBI (Alternative Investment Funds) 
Regulation, 2012 

AMC Asset Management Company 

BCD Basic customs duty 

BEPS Base Erosion and Profit Shifting 

BO  Branch Office  

BSE Bombay Stock Exchange 

CBDT Central Board of Direct Taxes 

CBEC Central Board of Excise and Customs 

CCEA Cabinet Committee on Economic Affairs 

CCPS Compulsorily Convertible Preference Shares 

CD  Certificate of Deposit 

CDSCO Central Drugs Standard Control Organization 

CENVAT Central value added tax 

CERC Central Electricity Regulatory Commission 

CHA Customs House Agent 

CIC  Core Investment Companies 

CIC-ND-SI Core Investment Company – Non-deposit 
taking – Systemically important 

CoR  Certificate of Registration 

Cos Act Companies Act, 1956 

CP  Commercial Paper 
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CST Central sales tax 

CTT Commodities transaction tax 

CVD Countervailing duty 

Customs Act Customs Act, 1962 

DDT Dividend distribution tax 

DEITY Department of Electronics and IT 

DGFT  Directorate General of Foreign Trade 

DGP  Director General of Police 

DIPP Department of Industrial Policy and 
Promotion 

DOE  Directorate of Enforcement 

DoT Department of Telecommunication 

DTA Domestic tariff area 

DTAA Double taxation avoidance agreement 

DTC Direct Taxes Code, 2010 

DTH Direct to home 

ECB External commercial borrowing 

EDI Electronic data interchange Mobile number 
portability 

EPC Engineering, procurement and construction  

EPCG Export promotion capital goods 

ESDM Electronic System Design and Management 

ESOP Employee stock option plan 

FCCB Foreign currency convertible bonds 

FCNR (B) Foreign currency non resident (Bank) 

FDI Foreign direct investment 

FEMA Foreign Exchange Management Act, 1999 

FII  Foreign Institutional Investor 

FIPB Foreign Investment Promotion Board 
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FM  Finance Minister 

FMCG Fast Moving Consumer Goods 

FTS Fees for technical services 

GAAR General Anti Avoidance Rules 

GDP Gross domestic product 

GDR   Global Depository Receipt 

GST  Goods and service tax  

HUF Hindu undivided family 

ICT   Informations and Communications 
Technology 

IDF Infrastructure debt fund 

IDR Indian depository receipt 

IFC Infrastructure Finance Corporation 

ILD  International Long Distance 

Income-tax Act Income-tax Act, 1961 

INR  Indian National Rupee 

IRDA Insurance Regulatory and Development 
Authority 

ISP Internet service provider 

IT Information technology 

JV Joint venture 

LIBOR London inter bank offered rate 

LLP Limited liability partnership 

LO  Liaison Office 

LTIB Long term Infrastructure Bond 

MAT Minimum alternate tax 

MF  Mutual Fund 

MFI  Micro Finance Institution 

MHz Megahertz 
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MIB Ministry of Information and Broadcasting 

M-SIPS Modified Special Incentive Package Scheme 

MRP Maximum Retail Price 

NAV Net Asset Value 

NBFC  Non Banking Finance Company 

NCD Non convertible debenture 

NHB National Housing Bank 

NLD  National Long Distance 

NOF  Net Owned Funds  

NPIT   National Policy on Information Technology 
2012 

NRE Non Resident External Rupee (Account) 

NSE National Stock Exchange 

NTP 2012  National Telecom Policy 2012 

OECD Organisation for Economic Cooperation and 
Development 

PO  Project Office 

PPP Public private partnership 

QFI  Qualified Financial Institution 

RBI Reserve Bank of India 

RTA Regional Trade Agreement 

SAAR Special Anti Avoidance Rules 

SAARC South Asian Association of Regional 
Cooperation 

SAARC FTA South Asian Association of Regional 
Cooperation free trade agreement 

SAD Special additional duty 

SE Stock exchange 

SEBI  Securities and Exchange Board of India 

SEZ Special economic zone 
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STT Securities transaction tax 

TP Transfer pricing 

TRAI Telecom Regulatory Authority of India 

TRC Tax Residency Certificate 

TV Television 

UAS Unified access service 

UK United Kingdom 

UN United Nations 

USA United States of America 

USD United States Dollar 

UT Union territory 

VCC Venture Capital Company 

VCF Venture Capital Fund 

VCU Venture Capital Undertaking 

VKGUY Vishesh Krishi and Gram Udhyog Yojana 

WOS Wholly owned subsidiary 

WPI Wholesale price index 
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Notes 

 
 



Date of 
compliance

Particulars

MARCH 2013

5th Payment of excise and service tax liability for the month of February 2013 (other 
than e-payment)

6th E-payment of excise and service tax liability for the month of February 2013

7th Payment of taxes withheld in February 2013

10th Filing of excise return for the month of February 2013

15th Advance Tax (100% of the estimated tax for financial year 2012-13) 

25th Filing of service tax return for the period 1 July 2012 to 30 September 2012

31st Payment of excise and service tax liability for the month of March 2013 

31st Last day for payment of advance tax (financial year 2012-13)

APRIL 2013

10th Filing of excise return for the month of March 2013

25th Filing of service tax return for the period 1 October 2012 to 31 March 2013

30th Payment of taxes withheld in March 2013

MAY 2013

5th Payment of excise and service tax liability for the month of April 2013 (other 
than e-payment)

6th E-payment of excise and service tax liability for the month of April 2013

7th Payment of taxes withheld in April 2013

10th Filing of excise return for the month of April 2013

15th Electronically file quarterly (January to March) withholding tax returns in Form 
24Q/26Q/27Q

30th Last date for furnishing annual statement for financial year 2012-13 by a NR 
having LO in India

JUNE 2013

5th Payment of excise and service tax liability for the month of May 2013 other than 
e-payment

6th E-payment of excise and service tax liability for the month of May 2013

7th Payment of taxes withheld in May 2013 

10th Filing of excise return for the month of May 2013

15th Advance tax (15% of the estimated tax for tax year 2013-14)

30th Final adjustment of amount paid, if any, on a monthly basis under Rule 6(3)(ii) of 
Cenvat Credit Rules, 2004

JULY 2013

5th Payment of excise and service tax liability for the month of June 2013 (other 
than e-payment)

6th E-payment of excise and service tax liability for the month of June 2013

7th Payment of taxes withheld in June 2013

10th Filing of excise return for the month of June 2013

15th Electronically file quarterly (April to June) withholding tax returns in  
Form 24Q/26Q/27Q

31st File personal tax/wealth tax returns for financial year 2012-13

AUGUST 2013

5th Payment of excise and service tax liability for the month of July 2013 (other 
than e-payment)

6th E-payment of excise and service tax liability for the month of July 2013

7th Payment of taxes withheld in July 2013

10th Filing of excise return for the month of July 2013

SEPTEMBER 2013

5th Payment of excise and service tax liability for the month of August 2013 (other 
than e-payment)

6th E-payment of excise and service tax liability for the month of August 2013

7th Payment of taxes withheld in August 2013

10th Filing of excise return for the month of August 2013

15th Advance tax (45% of the estimated tax for tax year 2013-14) 

30th File corporate tax (non-transfer pricing (TP) cases) /wealth tax returns

Compliance calendar for the period 
1 March 2013 to 31 March 2014



Date of 
compliance

Particulars

OCTOBER 2013

5th Payment of excise and service tax liability for the month of September 2013 
(other than e-payment)

6th E-payment of excise and service tax liability for the month of September 2013

7th Payment of taxes withheld in September 2013

10th Filing of excise return for the month of September 2013

15th Electronically file quarterly (July to September) withholding tax returns in  
Forms 24Q/26Q/27Q

25th Filing of service tax return for the period 1 April 2013 to 30 September 2013

NOVEMBER 2013

5th Payment of excise and service tax liability for the month of October 2013 (other 
than e-payment)

6th E-payment of excise and service tax liability for the month of October 2013

7th Payment of taxes withheld in October 2013 

10th Filing of excise return for the month of October 2013

30th File corporate tax return in cases requiring TP compliance

DECEMBER 2013

5th Payment of excise and service tax liability for the month of November 2013 
(other than e-payment)

6th E-payment of excise and service tax liability for the month of November 2013

7th Payment of taxes withheld in November 2013 

10th Filing of excise return for the month of November 2013

15th Advance tax (75% of the estimated tax for financial year 2013-14) 

JANUARY 2014

5th Payment of excise and service tax liability for the month of December 2013 
(other than e-payment)

6th E-payment of excise and service tax liability for the month of December 2013

7th Payment of taxes withheld in December 2013

10th Filing of excise return for the month of December 2013

15th Electronically file quarterly (October to December) withholding tax returns in 
Forms 24Q/26Q/27Q 

FEBRUARY 2014

5th Payment of excise and service tax liability for the month of January 2014 (other 
than e-payment)

6th E-payment of excise and service tax liability for the month of January 2014

7th Payment of taxes withheld in January 2014

10th Filing of excise return for the month of January 2014

MARCH 2014

5th Payment of excise and service tax liability for the month of February 2014 (other 
than e-payment)

6th E-payment of excise and service tax liability for the month of February 2014

7th Payment of taxes withheld in February 2014

10th Filing of excise return for the month of February 2014

15th Advance tax (100% of the estimated tax for financial year 2013-14)

31st Payment of excise and service tax liability for the month of March 2014 
(including e-payment)

31st Last day for payment of advance tax (financial year 2013-14)

Footnotes:

The calendar captures only key compliance dates of central levied key indirect taxes and 
hence does not include dates for filing of revised return for service tax and due dates for 
filing of refund applications or replies to notices and appeals or any situation specific dates.

The calendar captures only key compliance dates on direct taxes and hence does not include 
dates for issue of Form 16 / 16A, dates for submission of returns for taxes collected at 
source, etc. In general, the annual Form 16 needs to be issued by the taxpayer before 31 
May for taxes on salary withheld in the financial year 2012- 13, whereas in case of other 
tax withholdings, Form 16A would need to be issued within 15 days from the due date of 
furnishing of withholding tax return.
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