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CHAIRPERSON S

CA. Ramyva. N, Chairperson

Dear Members,

The ICAlI Kottayam Branch
continues to stand as an
active and progressive centre
of  professional  excellence,
nurturing both members and
students through relevant
academic initiatives and
meaningful professional
engagement. With the collective
support of the Managing
Committee, members, and
students, the Branch remains
firmly committed to upholding
the values and vision of the
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Institute, while proactively
responding to the evolving
demands of the profession.

January marked a purposeful
beginning to the year 2026,
combining  academic  rigour
with professional responsibility.
While the month coincided with
a crucial examination phase for
our students—underscoring
the wvalues of discipline,
perseverance, and confidence—
it was also a period of
heightened professional activity
for members, reflecting the

dynamic nature of our role as Chartered
Accountants.

The presentation of the Union Budget
2026 was a defining moment for the
profession. The Budget's emphasis on
fiscal consolidation, digital governance,
compliance simplification, and trust-based
administration once again placed Chartered
Accountants at the centre of economic
implementation and advisory functions.
The Proposals relating to taxation
reforms, enhanced use of technology,
rationalisation of compliance structures,
and support for MSMEs are expected
to significantly influence professional
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practice, advisory responsibilities,
and client engagement models in
the coming years.

In parallel, the profession witnessed
several regulatory and procedural
changes  impacting  corporate,
tax, and compliance functions.
The Ministry of Corporate Affairs,

in its public statements, has
acknowledged the critical role played
by professionals—particularly

Chartered Accountants—in ensuring
timely and accurate filings. The
successful completion of MCA filings,
with the due date ending on 31st
January 2026, stands testimony
to the dedication, competence,
and resilience of our members,
who worked tirelessly under tight
timelines to support corporates and
stakeholders across the country.

On the academic front, 12th January
2026 marked a significant milestone
with the successful conduct of the
ICAI SkillsX - National Debate and
Oratory Competition for Members of
ICAl at our Branch. The programme
witnessed enthusiastic participation
and showcased exceptional
communication skills, critical
thinking, and professional depth
among members, reinforcing the
growing importance of articulation,
persuasion, and thought leadership
in today'’s professional landscape

Members will also note with interest
the continued rollout of WOFA
2.0, which reflects ICAl's vision to
modernise professional practice,
enhance member services, and
strengthen global positioning. This
initiative is expected to further
align our profession with emerging
business models, technology-driven
assurance, and advisory services

I would like to draw the attention
of members to the Annual
Registration Scheme (ARS) 2026-
2027, which enables participation
in CPE seminars and programmes
organised by the Branch during
the vyear. Enrolment under the
ARS ensures seamless access to
structured learning opportunities
and supports members in meeting
their Continuing Professional
Education requirements. | encourage
all members to register within the
stipulated time and actively engage
in the academic programmes of the
ICAI Kottayam Branch.

As we move into a new phase,
the profession also stands at the
thresholdofleadershiptransitionsat
thelCAllevel—attheCentre,Regional
Councils, and Branches. This is an
opportune moment to acknowledge
the efforts of the present office
bearers of who have demonstrated

dedication, teamwork, and a
strong commitment to member
and student development during
the past year. A detailed account
of the Branch’s activities and
initiatives is presented elsewhere
in this Newsletter, reflecting a year
of purposeful engagement and
professional outreach.

| extend my sincere appreciation to
all participants, judges, organisers,
and volunteers who contributed to
the success of our programmes, and |
acknowledge the continued support
of faculty members, mentors, and
parents who stand firmly behind
our students during examination
periods.

As we progress through 2026, let
us collectively strive for academic
excellence, professional growth,
ethical practice, and institutional
pride. | wish all our students the
very best for their examinations and
our members a productive, fulfilling,
and professionally rewarding year
ahead.

With warm regards,

CA.Ramya N
Chairperson
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i. Amendments proposed in GST
Law - Finance Bill, 2026

The Union Budget 2026 has proposed
certain amendments to the GST law
based on the recommendations of the
GST Council made in its 56th meeting.
The amendments proposed in the Fi-
nance Bill, 2026 are summarised below:

a. Post-sale discounts - Section
15(3) of CGST Act

At present, reductionin the value of sup-
ply on account of post-sale discounts is
permitted only where such discount is
established in terms of an agreement
entered into at or before the time of
supply and where the recipient reverses
the proportionate input tax credit.

Pursuant to the proposed amendment,
reduction in GST on post-supply dis-
counts shall be allowed where such dis-
counts are given by the supplier through
issuance of credit notes and the recipi-
ent correspondingly reverses the relat-
ed input tax credit. The requirement of a
prior agreement for allowing such post-
sale discounts has been dispensed with.

Section 34 is proposed to be amended to
include reference to section 15, thereby
aligning credit note provisions with val-
uation rules.

b. Place of supply for intermedi-
ary services - Section 13(8) of IGST Act

At present, intermediary services pro-
vided by a person located in India to
a customer located outside India are
treated as domestic taxable supplies,
as the place of supply is deemed to be
the location of the supplier of servicesin
terms of Section 13(8)(b) of the IGST Act.

Clause (b) of Section 13(8) is proposed to
be omitted. Consequently, the place of
supply for intermediary services shall be
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determined in accordance with the de-
fault rule prescribed under Section 13(2)
of the IGST Act.

Upon notification of the above amend-
ment, intermediary services provided to
foreign customers shall, from the date
of such notification, qualify as export of
services. Correspondingly, intermediary
services provided by persons located
outside India to recipients in India shall
be treated as import of services and
shall be liable to IGST under the reverse
charge mechanism.

C. Provisional refund for Inverted
Duty Structure - Section 54(6) of CGST
Act

At present, provisional refund of 90% of
the claimed amount is sanctioned only
in respect of refund claims arising from
zero-rated supplies.

The Union Budget 2026 proposes to
amend Section 54(6) of the CGST Act to
extend the benefit of sanction of 90%
provisional refund to refund claims aris-
ing on account of aninverted duty struc-
ture.

d. Interim appellate mechanism -
Section 101A of CGST Act

With a view to address inconsistent and
conflicting advance ruling orders passed
by various State-level Authorities for
Advance Ruling, the Finance Act, 2019
inserted Section 101A of the CGST Act to
provide for the constitution of the Na-
tional Appellate Authority for Advance
Ruling as a central appellate body.

However, since the National Appellate
Authority for Advance Ruling is yet to
be constituted, the Finance Bill, 2026
proposes to insert sub-section (1A) in
Section 101A of the CGST Act to provide
for an interim appellate mechanism to
operate until such time as the National
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Appellate Authority for Advance Ruling
is constituted.

ii. Interest calculation in
GSTR-3B - Advisory dated 30th
January 2026

From January 2026 tax period onwards,
interest in GSTR-3B (Table 5.1) will be
computed after adjusting the minimum
cash ledger balance, as per Rule 88B(1).
Interest for delayed January 2026 re-
turn will auto-populate in February 2026
GSTR-3B.

iiii. Auto-Population of Tax Li-
ahility Breakup Table in GSTR-3B

From Jan-2026 onwards, the Tax Lia-
bility Breakup Table in GSTR-3B will be
auto-populated based on the document
date of supplies of earlier periods re-
ported in GSTR-1/ GSTR-1A / IFF, where
tax is paid in the current GSTR-3B. This
aims to ensure accurate reporting and
correct interest computation under Sec-
tion 50 of the CGST Act.

iv. Update in Table 6.1 - Sug-
gestive Cross-Utilization of ITC

From January-2026 period onwards,
once the available IGST ITC has been fully
exhausted, the GST Portal will allow to
pay IGST liability in Table 6.1 of GSTR-3B
using available CGST and SGST ITC in any
sequence

V. Collection of Interest in
GSTR-10 for Delayed Filing of Last
Applicable GSTR-3B

In case of cancelled taxpayers, if the last
applicable GSTR-3B return has beenfiled
after the due date, then the interest ap-
plicable on such delayed filing shall be
levied and collected through the Final
Returni.e, GSTR-10.
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Analysis of

Union Budget

Direct Tax Proposals

Setting the stage

Income Tax Act 2025 becomes
effective from 01.04.2026

No changes in tax rates or tax
rebates

Amendments are proposed in both
the Acts

The concept of ‘tax year’ gains
significance while learning the
amendments.

« Tax year” means the twelve-
month period beginning on the
1st day of April and ending on the
31st day of March immediately
following that vyear. Tax vyear
replaces the concept of “previous
year” and “assessment vyear”
Income earned and taxed in the
same tax year.

Most of the amendments
are procedural, some affect
computation while a few are in the
nature of corrigendum.

CBDT has issued a FAQ on budget
related

amendments, which is very helpful
in understanding the amendments.
This is enclosed.

Rationalisation of Due Date for
Employee Contribution (PF /
ESI)

Subject: Due date for crediting employee
contribution

Section Covered: Section 29(1)(e) -
Income-tax Act, 2025

Clause No.: Clause 31 of Finance Bill, 2026
FAQ Reference: X, Page 11

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision
Deduction allowed only if employee
contribution is credited within
statutory due date
Due date governed by PF / ESI /
Superannuation Fund laws
Delay beyond such due date results
in disallowance

Proposal

+  Employee contribution allowed as
deduction if credited on or before
return filing due date referred to in
section 263(1)

Parallel reference

No amendment proposed to section
36(1)(va) of he Income-tax Act, 1961
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Exemption on Interest Income
under the Motor Vehicles Act,
1988

Subject: Exemption on interest under
the Motor Vehicles Act, 1988

Section Covered: Schedule Il r/w section
11 - Income-tax Act, 2025

Clause No.: Clause 108 of Finance Bill,
2026

FAQ Reference: Il, Page 2

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision
Interest awarded by Motor
Accidents Claims Tribunal is taxable
in the hands of the recipient
Proposal
Interest income awarded under the
Motor Vehicles Act, 1988 shall be
exempt
Parallel reference
No corresponding exemption is
proposed in Sections 56 & 57 & 10 of
the Income-tax Act, 1961
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No TDS on Interest on
Compensation Awarded hy
MACT

Subject: No TDS on interest awarded by
MACT to an individual

Section Covered: Section 393(4) -
Income-tax Act, 2025

Clause No.: Clause 72 of Finance Bill, 2026
FAQ Reference: Ill, Page 3

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision

. As per section 393(4), no tax is
required to be deducted at source
on interest awarded by MACT if the
aggregate amount does not exceed
350,000 during the tax year
Interest on compensation awarded
by MACT is taxable in the hands of
the recipient

Proposal
No tax shall be deducted at source
on any interest awarded by Motor
Accidents Claims Tribunal
Applies where such interest is
credited or paid to anindividual
Consequential relief aligned with
exemption of such interest income

Parallel reference

No corresponding exemption is
proposed in Sections 56 & 57 & 10 of
the Income-tax Act, 1961

Certificate for Deduction of
Income-tax at Lower or Nil Rate

Subject: E-filing and issue of certificate
for lower / nil deduction of tax

Section Covered: Section 395 - Income-
tax Act, 2025

Clause No.: Clause 74 of Finance Bill, 2026
FAQ Reference: IV, Page 5

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision
Section 395 provides for issuance of
certificate for deduction of tax at
lower rate or nil rate
The payee is required to make an
application before the Assessing
Officer
The Assessing Officer, after
verification and satisfaction, issues
the certificate if total income
justifies lower or nil deduction
Proposal
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To ease compliance burden of
small taxpayers, it is proposed
that the application for lower / nil
deduction certificate may be made
electronically

Application shall be made to the
prescribed income-tax authority
The authority may issue the
certificate electronically, subject to
fulfilment of prescribed conditions
Application may be rejected if

prescribed conditions are not
fulfiled or the application is
incomplete

Parallel reference
No corresponding amendment is
proposed in the Income-tax Act,
1961

TAN where Seller of Immovable
Property is a Non-Resident

Subject: TAN by resident individual / HUF
for purchase of immovable property
from non-resident

Section Covered: 397(1)(c) r/w/s 393(2)
Income-tax Act, 2025

Clause No.: Clause 75 of Finance Bill, 2026
FAQ Reference: IX, Page 10

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision
*  Where a resident individual or HUF

purchases immovable property
from a resident seller, TAN is not
required

. However, where the seller is a non-
resident, the buyer is required to
obtain TAN to deduct tax at source.

e This results in compliance burden
for a single transaction

Proposal

* Resident individual or
undivided family shall
required to obtain TAN

«  Applicable where tax is required to
be deducted on consideration for
transfer of immovable property
from a non-resident

«  Tax shall be deducted and reported
using PAN-based challan-cum-
statement

Parallel reference

* No corresponding amendment is
proposed in the Income-tax Act,
1961

Hindu
not be

Enabling Filing of Declaration

forNoDeductiontoaDepository
Subject: Filing of declaration for no
deduction of tax to a depository

Section Covered: 393(6) Income-tax Act,
2025

Clause No.: Clause 72 of Finance Bill, 2026
FAQ Reference: VI, Page 6 &7

Date: Effective from 1 April 2027 (Tax
Year 2027-28 onwards)

Existing Provision

Section 393(6) provides that tax shall

not be deducted at source in specified

cases

- The assessee is required to
furnish a written declaration for
no deduction of tax to the person
responsible for paying income

»  Such declaration is required to be
submitted separately to each payer
in respect of dividend, interest from
securities and income from units
of mutual funds

Proposal

« To reduce compliance burden,
it is proposed to allow filing of
declaration for no deduction of tax
to the depository

« The depository shall make the
declaration available to the person
responsible for paying such income

¢ Time limit for furnishing
declarations by the payer to the
prescribed income-tax authority is
changed from monthly to quarterly

*  Applicable only where securities or
units are held in a depository and
are listed on a recognised stock
exchange in India

Parallel reference

* No corresponding amendment is
proposed in the Income-tax Act,
1961

TDS on Supply of Manpower

Subject: Applicability of TDS provisions
on supply of manpower

Section Covered: 393(1) r/w/s 402(27)
Income-tax Act, 2025

Clause No.: Clause 78 of Finance Bill, 2026
FAQ Reference: IV, Page 4

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision

e Section 393(1) [Table: SI. No. 6(i)]
provides for deduction of tax at
source on payments to contractors



for carrying out any work

*  Section 393(1) [Table: SI. No. 6(iii)]
provides for deduction of tax at
source on fees for professional or
technical services

«  Section 393(1) [Table: SI. No. 6(ii)]
provides for TDS on payments made
by individual or HUF for work not
covered under SI. No. 6(i)

* There exists ambiguity regarding
the applicable rate of TDS on
payments for supply of manpower

Proposal

« To provide clarity, it is proposed
to include “supply of manpower”
within the ambit of “work” in section
402(27)

»  Consequently, provisions of section
393(1) [Table: SI. No. 6(i)] or SI. No.
6(ii), as the case may be, shall apply
(i.e.1% or 2% and not 10%)

*  This removes ambiguity regarding
applicability of TDS provisions on
supply of manpower

Parallel reference

* No corresponding amendment is
proposed in the Income-tax Act,
1961

Compulsory Acquisition of Land
under the RFCTLARR Act

Subject: Exemption - compulsory
acquisition of land - RFCTLARR Act
Section Covered: Schedule Il r/w/s 11 -
Income-tax Act, 2025

Clause No.: Clause 108 of Finance Bill,
2026

FAQ Reference: XLIV, Page 62

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision

* Schedule Il read with section 1
provides exemption to certain
eligible persons on their total
income

« The Schedule inter alia provides
exemption to an individual or
Hindu undivided family on income
chargeable under the head “capital
gains” arising from transfer
of agricultural land, subject to
specified conditions

«  Section 96 of the RFCTLARR Act,
2013 provides that income-tax
shall not be levied on any award or
agreement made under the said Act
(except those under section 46)

Proposal

- To align the provisions of
the Income-tax Act with the
RFCTLARR Act, it is proposed to
amend Schedulellll

*  Exemption shall be provided in
respect of any income arising from
any award or agreement on account
of compulsory acquisition of land

*  Applicable where such acquisition is
carried outunder the RFCTLARR Act,
other than awards or agreements
made under section 46 of the said
Act

Parallel reference

e CBDT Circular No. 36/2016 had
clarifies that compensation
exempt under section 96 of the
RFCTLARR Act shall not be taxable
under the Income-tax Act, 1961
even in the absence of a specific
exemption provision corresponding
amendment is proposed in the
Income-tax Act, 1961

Disability Pension to Armed
Force Personnel

Subject: Exemption - disability pension
to ex soldiers

Section Covered: Sch lll read with sec 11 -
Income-tax Act, 2025

Clause No.: Clause 108 of Finance Bill,
2026

FAQ Reference: XLIII, Pages 61

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision

* Disability pension is granted to
members of the Armed Forces
who are invalided out of service on
account of bodily disability during
service

* Disability pension comprises a
service element and a disability
element

*  Exemption for disability pension has
continued under the Income-tax
Act, 1961 through repeal and savings
clause, notifications, administrative
instructions and  clarificatory
circulars

Proposal

e It is proposed to provide statutory
exemption for disability pension,
including both the service element
and the disability element

*  Exemption shall be available only
where the individual is invalided
out of service on account of
bodily disability attributable to, or
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aggravated by, such service

«  Exemption shall not apply where
the individual has retired on
superannuation or otherwise

« The exemption is also proposed
to be extended to paramilitary
personnel

Parallel reference

*  Exemption for disability pension
was available under the Income-tax
Act, 1961 through administrative
instructions and circulars

Rationalising Due Dates for
Filing of Return of Income

Subject: Rationalisation of due dates for
filing return of income

Section Covered: Section 263(1)(c) -
Income-tax Act, 2025

Clause No.: Clauses 5 & 57 of Finance Bill,
2026

FAQ Reference: VI, Page 9

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision

»  Section263providesthe framework
for filing original, belated, revised
and updated returns

«  Different due dates are prescribed
for different classes of assessees
based on audit and other conditions

*  Non-audit business cases and trusts
were required to comply within
comparatively shorter timelines -
i.e, July 31

Proposal

« Due date for filing return of
income for non-audit business or
profession cases and partners of
such firms is extended from 31st
July to 31st August. No mention to
trusts not having business income
seen - though mentioned in budget
speech.

« Due date for assessees whose
accounts are required to be audited
continues to be 31st October

e Due date for cases involving
transfer pricing continues to be
30th November

*  Due date for non audit - individuals
filing ITR-1 and ITR-2 remains 31st
July

Parallel reference

*  Corresponding amendments
proposed in Explanation-2 to
section 139(1) of the Income-tax
Act, 1961
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Extending the Period for Filing

Revised Returns

Subject: Extension of time limit for filing
revised return of income

Section Covered: Section 263(5) -
Income-tax Act, 2025

Clause No.: Clauses 5, 12, 57 & 83 of
Finance Bill, 2026

FAQ Reference: VI, Page8

Date: Effective from 1 April 2026(Tax
Year 2026-27 onwards)

Existing Provision

e Section 263(5) permits filing of
a revised return to correct any
omission or wrong statement in the
original or belated return

* Revised return is required to be
furnished within nine months from
the end of the relevant tax year or
before completion of assessment,
whichever is earlier

*  Revised return and belated return
timelines  coincide,  restricting
opportunity to revise returns filed
at the end of the period

Proposal

e The prescribed time limit for filing
revised return is proposed to be
extended from nine months to
twelve months from the end of the
relevant tax year

* This enables taxpayers who file
belated returns at the end of the
period to subsequently file a revised
return

e Corresponding amendment
proposed in section 428(b) to levy
fee for revised returns filed beyond
nine months - Rs.5000if TI>5L else
Rs.1000

Parallel reference

e Parallel amendments proposed in
section 139(5) and section 234l of
the Income-tax Act, 1961

Filing of Updated Return in Case
of Reduction of Losses

Subject: Scope of filing updated return
where loss is reduced

Section Covered: Section 263(6) -
Income-tax Act, 2025

Clause No.: Clauses 5 & 57 of Finance Bill,
2026

FAQ Reference: XIX, Pages 27

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision
*  Section 263(6) permits filing of an

8 January 2026

KOTTAYAM BRANCH (SIRC)

updated return within forty-eight
monthsfromthe end of therelevant
tax vyear, subject to prescribed
conditions

e Updated return cannot be a return
of loss, cannot reduce tax liability
and cannot increase refund

e Updated return is not permitted
where assessment, reassessment,

search, survey or prosecution
proceedings are pending or
completed

* Accordingly, where the original
return was a return of loss, filing of
an updated return merely to reduce
such loss was not permitted

Proposal

* It is proposed to amend section
263(6) to allow filing of an updated
return where the taxpayer reduces
the amount of loss

*  Applicable where loss claimed in the
original return filed within the due
date under section 263(1) is partially
reduced

*  This enables correction of excessive
loss claims without converting the
returninto a return of income

*  Restriction on filing updated return
solely due to reduction of loss is
accordingly relaxed

Parallel reference

e Similar amendments are proposed
in the Income-tax Act, 1961 to align
provisions relating to updated
return

Updated Return after Issuance
of Notice of Reassessment

Subject: Filing updated return after
issue of notice of reassessment

Section Covered: 263(6), 263(6)(c)(v) and
267 - Income-tax Act, 2025

Clause No.: Clauses 5 & 57 of Finance Bill,
2026

FAQ Reference: XIX, Page 28

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

Existing Provision

* Filing of updated return is not
permitted where assessment,
reassessment, search, survey
or prosecution proceedings are
pending or completed

« Section 263(6)(c)(v) specifically
prohibits filing of updated return
where reassessment proceedings
have been initiated

Proposal

It is proposed to allow filing of

updated return even after issuance
of notice of reassessment under
section 280

»  Updated return may be furnished
within the period specified in such
notice

* In such cases, assessee shall be
precluded from filing return of
income otherwise in response to
such notice

» Additional income-tax payable
on such updated return shall be
increased by a further 10% of
aggregate of tax and interest
payable

«  Where additional income-tax is
paid as prescribed, the income so
disclosed shall not form the basis
for penalty under section 439
(present 270A)

Parallel reference

Corresponding amendments are

proposed in the Income-tax Act, 1961

to allow filing of updated return after

issuance of notice under section 148

- come into force from 1 March 2026

Foreignh Assets of Small
Taxpayers - Disclosure Scheme,
2026 (FAST-DS 2026)

Subject: Disclosure of foreign assets
and foreign-sourced income of small
taxpayers

Section Covered: Black Money Act, 2015
Clause No.: Clauses 114 to 128 of Finance
Bill, 2026

Date: Effective from date to be notified
by the Central Government

Existing Provision

»  The Black Money Act, 2015 provides
fortaxationand penalconsequences
in respect of undisclosed foreign
income and assets

*  Aone-time compliance window was
earlier provided from 1 July 2015 to
30 September 2015 for voluntary
declaration of undisclosed foreign
assets

* Instances of non-compliance
continue, particularly among small

taxpayers, involving legacy or
inadvertent non-disclosures of
foreign assets

Proposal

» It is proposed to introduce a time-
bound disclosure scheme for
declaration of foreign assets and
foreign-sourced income of small
taxpayers

*  Declaration to be made on payment



of tax or fee based on the nature
and source of acquisition of such
assets orincome

« Scheme provides for limited
immunity from penalty and
prosecution under the Black Money
Actin respect of matters covered by
the declaration

« Cases involving prosecution or
proceeds of crime shall be excluded
from the scope of the scheme

Parallel reference

e Similar voluntary disclosure window
was earlier provided in 2015 under
the Black Money Act

Penalties into Fee

Subject: Conversion of
penalties into mandatory fee
Section Covered: 446, 447,454,427 & 428
- Income-tax Act, 2025

Clause No.: Clauses 83,88 &89 of Finance
Bill, 2026

FAQ Reference: XV, Pages 21

Date: Effective from 1 April 2026 (Tax
Year 2026-27 onwards)

specified

Existing Provision

»  Section 446 - penalty - failure to
get accounts audited

»  Section 447 - penalty - failure to
furnish TP report

«  Section 454 - penalty - failure
to furnish statement of financial
transactions or reportable
account, including daily penalty for
continuing default

*  Penalties are discretionary and
lead to litigation even in cases of
technical or procedural delays

Proposal

»  Penalties for specified procedural
defaults are proposed to be
converted into mandatory fee

* Penalty under section 446 for
failure to get accounts audited is
converted into a graded fee under
section 428(c), with fee of 375,000
(1 day to 1 month) or 150,000
(beyond 1 month) based on period
of delay.

»  Penalty under section 447 for failure
to furnish report under section 172
is converted into a graded fee under
section 428(4), with fee of ¥50,000
(1 day to 1 month) or ¥1,00,000
(beyond 1 month) based on period
of delay

*  Penalty under section 454(1) for
failure to furnish statement of
financial transactions or reportable

account is converted into a fee
under section 427(3)

« An upper limit of %1,00,000 is
proposed for penalty under section
454(2)

Parallel reference

* No corresponding Proposal in the
Income-tax Act, 1961

Penalty for Under-reporting or
Misreporting of Income within
Assessment Order

Subject: Imposition of penalty for under-
reporting or misreporting of income
within the assessment order

Section Covered: Sections 274, 220 &
245MA - Income-tax Act, 1961

Clause No.: Clauses 11, 13 & 14 of Finance
Bill, 2026

FAQ Reference: XllI, Pages 17-18
Amendment effective from: Applicable
to assessment orders passed on or
after:1April 2027

Existing Provision

»  Assessment order is passed first
and penalty proceedings are
initiated separately

« Separate show-cause notice is
issued and independent penalty
order is passed

* Interest under section 220(2) is
charged from expiry of demand

notice
* Dispute Resolution Committee
(DRC) may reduce or waive penalty
Proposal

* Penalty for under-reporting or
misreporting of income under
section 270A to be imposed within
the assessment order itself

»  Separate penalty proceedings to be
eliminated

* Interest under section 220(2) to
be charged only after passing of
appellate order by CIT(A) / ITAT, as
applicable

«  Consequential amendment
proposed in section 245MA

Parallel reference

* Changes proposed in 2025 Act to
give effect this

Tax Rate under Section 195 and
Penalty under Section 443

Subject: Rationalization of tax rate and
penalty in respect of income referred to
in sections 102 to 106

Section Covered: Sections 195 and 443 -

NEWSLETTER

Income-tax Act, 2025

Clause No.: Clauses 46, 84 & 86 of Finance
Bill, 2026

FAQ Reference: XVII, Page 25

Effective from 1April 2026(Applicable for
Tax Year 2026-27 onwards)

Existing Provision

»  Section 195 provides for tax on
income referred to in sections
102 to 106, including unexplained
credits, unexplained investment,
unexplained money, unexplained
expenditure and certain borrowings

*  Where total income includes such
income, tax is levied at a flat rate of
60% under section 195(1)

»  Section 443 provides for penalty at
10% of tax payable on such income
determined by the Assessing Officer

Proposal

»  Torationalize taxation,itis proposed
to reduce the tax rate from 60% to
30% under section 195

»  Penalty provision under section 443
is proposed to be omitted

e Such income shall instead be
covered under misreporting of
income and penalty shall be levied
under section 439(11), as applicable.

Parallel reference

*  No corresponding Proposal in the
Income-tax Act, 1961 Sections - 68,
69, 69A-69D, 115BBE & 271AAC

Immunity from Penalty or
Prosecution - Section 440

Subject: Expansion of scope of immunity
from penalty or prosecution

Section Covered: Section 440 - Income-
tax Act, 2025

Clause No.: Clause 85 of Finance Bill, 2026
FAQ Reference: XIV, Page 19

Date: From 1 April 2026(Applicable for
Tax Year 2026-27 onwards)

Existing Provision

e Section 440 provides for grant
of immunity from penalty or
prosecution by the Assessing Officer

*  Immunity may be granted where:

 tax and interest payable as per
assessment order are paid within
the specified time, and

* no appeal is filed against such
assessment order

* Immunity is presently available
only in cases of under-reporting of
income

* Immunity is not available where
under-reporting arises in
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consequence of misreporting of
income

Proposal

« It is proposed to extend the scope
of immunity to cases where under-
reporting of income arises in
consequence of misreporting

* Applicable where penalty s
initiated for under-reporting due to
misreporting

«  Taxpayer shall be required to pay
additional income-tax equal to
100% of tax payable on such income
in lieu of penalty

* Immunity shall cover both penalty
and prosecution proceedings in
respect of such income

Parallel reference

e Sections in Income-tax Act, 1961
separately dealt with

Immunity from Penalty or
Prosecution - Section 270AA

Subject: Expansion of scope of immunity
from penalty or prosecution

Section Covered: Section 270AA -
Income-tax Act, 1961

Clause No.: Clause 15 of Finance Bill, 2026
FAQ Reference: No direct FAQ

Date: Amendment effective from: 1
March 2026

Applicable for: AY 2026-27 and earlier
Assessment Years

Existing Provision

e Section 270AA provides for grant
of immunity from penalty and
prosecution by the AO where:

 tax and interest payable as per
assessment order are paid within
the time specified in notice of
demand, and

* no appeal is filed against such
assessment order

*  Application for immunity is required
to be filed within one month from
the end of the month in which
assessment order is received

*  Immunity can presently be granted
only in cases of under-reporting of
income

* Immunity is not available where
under-reporting arises in
consequence of misreporting of
income

P roposal

« It is proposed to extend the scope
of immunity to cases where under-
reporting of income arises in
consequence of misreporting

«  Applicable where penalty is initiated

'|O January 2026
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for under-reporting of income due
to misreporting

*  Taxpayer shall be required to pay
additional income-tax equal to
100% of tax payable on such income
in lieu of penalty

e On fulfiiment of conditions,
immunity shall be granted from
penalty under section 270A and
prosecution under sections 276C /
276CC

Parallel reference

* Sections in Income-tax Act, 2025
separately dealt with

Minimum Alternate Tax (MAT)
Provisions

Subject: Rationalization of Minimum
Alternate Tax provisions

Section Covered: Section 206 - Income-
tax Act, 2025

Clause No.: Clause 50 of Finance Bill, 2026
FAQ Reference: XXXIV, Page 46

Effective from1April 2026(Applicable for
Tax Year 2026-27 onwards)

Existing Provision

«  Section 206 provides for levy of
Minimum Alternate Tax (MAT) on
companies

«  MAT is levied on book profit at 15%
(other than units in IFSC)

«  Where MAT exceeds normal tax
liability, MAT is payable

»  Excess MAT paid is allowed as MAT
credit, which can be carried forward
for 15 years and set off against
future normal tax liability

Proposal

*  MAT paid under the old tax regime
shall be treated as final tax and no
further MAT credit shall be allowed

«  MAT rate is proposed to be reduced
from 15% to 14% of book profit

* Set-off of MAT credit shall be
allowed only in the new tax regime
for domestic companies, limited to
25% of tax liability

* In case of foreign companies, set-
off shall be allowed to the extent of
difference between normal tax and
MAT for the relevant tax year. i.e.
MAT credit NA henceforth

Parallel reference

*  Sections in Income-tax Act, 1961 not
touched.

Rationalisation of TCS Rates

Subject: Rationalization of rates of Tax

Collection at Source (TCS)

Section Covered: Section 394(1) -
Income-tax Act, 2025

Clause No.: Clause 73 of Finance Bill, 2026
FAQ Reference: XXXVI, Page 51

Date: Effective from 1 April 2026

Existing Provision

»  Section 394(1) provides for multiple
rates of TCS on specified receipts

- Different rates apply to sale of
alcoholic liquor, tendu leaves, scrap,
minerals and certain remittances

*  Higherand non-uniformrates result
in compliance burden and business
distortion, particularly in overseas
tour packages and LRS remittances

Proposal

« TCS rates are proposed to be
rationalised and largely aligned to
2%, as under:

*  Sale of alcoholic liquor for human
consumption: 1% = 2%

»  Saleof tendu leaves: 5% = 2%

*  Saleofscrap:1% = 2%

*  Sale of minerals (coal, lignite or iron
ore):1% - 2%

* Remittances under LRS for
education or medical treatment
exceeding ¥10 lakh: 5% = 2%

* Sale of overseas tour programme
package: 5% / 20% —> 2%, without
threshold

Parallel reference

»  Sections in Income-tax Act, 1961 not
touched.

Jurisdiction to Issue Notice
under Section 148 and Conduct
Pre-assessment Procedure
under Section148A

Subject: Clarification on jurisdiction for
issuance of notice under section 148
and pre-assessment procedure under
section148A

Section Covered: 148, 148A & 144B -
Income-tax Act, 1961

Clause No.: Clauses 8 & 62 of Finance Bill,
2026

Date: Income-tax Act,
retrospectively from1April 2021
Income-tax Act, 2025: Effective from 1
April 2026

1961

Existing Provision

* Reassessment under section 147
follows a two-step procedure

*  Pre-assessment enquiry is
conducted under section 148A by
the Assessing Officer



« If satisfied, notice under section
148 is issued along with a reasoned
order under section 148A(d)

«  After issue of notice under section
148, assessment is carried out in a
faceless manner by NaFAC under
section 144B

* Divergent judicial views exist on
whether pre-assessment enquiry
should be conducted by NaFAC or
the Assessing Officer

Proposal

« It is clarified that pre-assessment
enquiry under section 148A and
issuance of notice under section 148
shall always be undertaken by the
Assessing Officer

e Jurisdiction of NaFAC or its
Assessment Units shall apply only

after issuance of notice under
section 148

e Clarification is proposed
notwithstanding any judgment,

decree or order of any court

«  Similar clarification is incorporated
in the Income-tax Act, 2025 to
ensure consistency and avoid
litigation

Parallel reference

«  Consequential clarification in
Income-tax Act, 2025.

Mistake in Quoting Computer-
Generated DIN

Subject: Validity of assessment despite
mistake, defect or omission in quoting
computer-generated DIN

Section Covered: Section 292B - Income-
tax Act, 1961

Clause No.: Clauses 26 & 106 of Finance
Bill, 2026

Date: Income-tax Act, 1961
retrospectively from 1 October 2019
Income-tax Act, 2025: Effective from 1
April 2026

Existing Provision

»  Section292Bprovidesthatnoreturn
of income, assessment, notice,
summons or other proceeding
shall be invalid merely due to any
mistake, defect or omission

e CBDT Circular No. 19 of 2019
mandated quoting of computer-
generated DIN on communications

issued by the Income-tax
Department
e Judicial precedents have held

assessments invalid in cases where
DIN was not quoted or quoted
incorrectly

* Divergent views emerged on
whether section 292B could save
such assessments

Proposal

« ltis proposed to clarify section 292B
that assessment shall not be invalid
merely on account of any mistake,
defect or omission in quoting
computer-generated DIN

* Such assessment shall be valid
where it is otherwise in substance
and effect in conformity with the
intent and purpose of the Act

*  Similar clarification is proposed in
the Income-tax Act, 2025 to ensure
uniform interpretation and reduce
litigation

Parallel reference

*  Consequential clarification in
Income-tax Act, 2025.

Merger of Non-Profit
Organisations (NPOs)

Subject: Taxability of accreted income
on merger of registered non-profit
organisations

Section Covered: Sections 352(4) & 354A
- Income-tax Act, 2025

Clause No.: Clauses 69 & 70 of Finance
Bill, 2026

Date: From 1 April 2026(Applicable for
Tax Year 2026-27 onwards)

Existing Provision

«  Section 352(4) provides for levy of
tax on accreted income where a
specified person merges with any
entity other than a registered non-
profit organisation having the same
or similar objects
Existing Provisions do not cover
cases where a registered non-profit
organization merges with another
registered non-profit organization
having the same or similar objects

»  Section 12AC of the Income-tax Act,
1961 provides relief in such cases,
but no corresponding provision
exists in the Income-tax Act, 2025

Proposal

* It is proposed to insert section
354A to provide that provisions of
section 352 shall not apply where a
registered non-profit organization
merges with another registered
non-profit organization, if:

* the other registered non-profit
organisation has same or similar
objects, and

* the merger fulfils such prescribed
conditions
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»  Section 352(4) is proposed to be
amended to clarify that tax on
accreted income shall apply where
merger is with:

* an entity other than a registered
non-profit organization; or

* aregistered non-profit organization
having dissimilar objects; or

* aregistered non-profit organization
where prescribed conditions are not
fulfilled

Parallel reference

*  Provision aligned with sec 12AC of
the Income-tax Act, 1961.

Violations by a Registered NPO

Subject: Rationalization of specified
violations applicable to registered non-
profit organizations

Section Covered: Sections 351 & 353 -
Income-tax Act, 2025

Clause No.: Clause 68 of Finance Bill, 2026
Date: From 1 April 2026 (Applicable for
Tax Year 2026-27 onwards)

Existing Provision

« Section 351 specifies activities
constituting “specified violation” by
aregistered non-profit organization

*  Such violations include carrying on
commercial activities by an NPO
engaged in advancement of any
other object of general public utility

*  Such violation is also covered under
“other violation” in section 353

* Inclusion of such violation under
section351may resultin cancellation
of registration of the NPO

Proposal

» It is proposed to remove reference
to such violation from section 351

* This aligns the provisions of the
Income-tax Act, 2025 with the
Income-tax Act, 1961, where
such violation does not result in
cancellation of registration

*  Such violation shall continue to be
covered under section 353 as “other
violation”

Parallel reference

*  Aligned with treatment of similar
violations under the Income-tax
Act, 1961

Remove Certain Funds from
Requirement of Registration

Subject: Removal of specified funds
from requirement of registration as
registered NPO

11
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Section Covered: Section 332(1)(f) -
Income-tax Act, 2025

Clause No.: Clause 66 of Finance Bill, 2026
Date: From 1 April 2026(Applicable for
Tax Year 2026-27 onwards)

Existing Provision

« Section 332 specifies persons
eligible to apply for registration as
aregistered non-profit organization

«  Section 332(1)(f) includes persons
referred to in Schedule VII (Table SI.
No.10) and Table SI. No. 16

* Such persons were not required
to obtain registration under the
Income-tax Act, 1961 to claim
exemption under section 10 (E.g.
10(23C((iiiac), (iiiad) etc.)

* Inclusion of such persons in
section 332(1)(f) creates ambiguity
regarding registration requirement
under the new Act

Proposal

e It is proposed to remove the
reference to such persons from
section 332(1)(f)

«  Consequently, such persons
shall not be required to obtain
registration under section 332 of
the Income-tax Act, 2025

Parallel reference

*  Theamendmentalignsthe provision
with the Income-tax Act, 1961 and
provides clarity

Filing of Belated Return by NPO

Subject: Enabling filing of belated return
by registered NPO

Section Covered: Section 349 - Income-
tax Act, 2025

Clause No.: Clause 67 of Finance Bill, 2026
Date: From 1 April 2026(Applicable for
Tax Year 2026-27 onwards)

Existing Provision

«  Section 349 provides for furnishing
of return by a registered non-profit
organization

*  Return is required to be furnished
within the time limit specified under
section 263(1)(c)

« There is no express provision
enabling filing of a belated return by
aregistered NPO

Proposal

It is proposed to amend section
349 to include reference to section
263(4)This enables registered non-
profit organizations to furnish a
belated return
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Parallel reference

« The amendment aligns the
provisions of the Income-tax Act,
2025 with the Income-tax Act, 1961

Non-allowability of interest
as deduction against Dividend

Income

Subject: Disallowance of interest
deduction against dividend income and
income from units of mutual funds
Section Covered: Section 93(2) - Income-
tax Act, 2025

Clause No.: Clause 36 of Finance Bill, 2026
FAQ Reference: XL, Page 58

Date: From 1 April 2026(Applicable for
Tax Year 2026-27 onwards)

Existing Provision

e Dividend income and income from
units of mutual funds are taxable
under the head “Income from other
sources”

e Section 93 allows deduction of
interest expenditure incurred for
earning such income

e Such deduction is restricted to 20%
of the gross dividend income or
income from units of mutual funds

Proposal

* It is proposed to amend section
93(2) to provide that no deduction
shall be allowed in respect of any
interest expenditure incurred for
earning dividend income or income
from units of mutual funds

*  The existing allowance of interest
deduction, even with a ceiling
(20%), is proposed to be completely
withdrawn

Parallel reference

* No reference is drawn to Income-
tax Act, 1961

Exemption for Sovereign Gold
Bond

Subject: Capital gains exemption on
redemption of SGB

Section Covered: Section 70(1)(x) -
Income-tax Act, 2025

Clause No.: Clause 35 of Finance Bill, 2026
FAQ Reference: XXXVIII, Page 54

Date: From 1 April 2026 (Applicable for
Tax Year 2026-27 onwards)

Existing Provision

*  Section 70(1)(x) provides exemption
from capital gains tax on income
arising from redemption of
Sovereign Gold Bonds

*  Sovereign Gold Bonds are issued by
the Reserve Bank of India under the
Sovereign Gold Bond Scheme, 2015

»  Bonds are issued in multiple series,
each series constituting a separate
issuance

Proposal

» Itisproposedtoamendsection70(1)
(x) to ensure uniform application of
exemption across all issuances

*  Exemption shall be available only
where the Sovereign Gold Bond is
subscribed at the time of original
issue

e Such bond must be held
continuously by the subscriber until
redemption on maturity

Parallel reference

* No reference is drawn to Income-
tax Act, 1961

Taxation of Buy-back of Shares

Subject: taxation of consideration
received on buy-back of shares

Section Covered: Sections 2(40)(f) & 69 -
Income-tax Act, 2025

Clause No.: Clauses 27 &34 of Finance Bill,
2026

FAQ Reference: XXXV, Page 49

Date: from1April 2026(Applicable for Tax
Year 2026-27 onwards)

Existing Provision

»  Consideration received by a
shareholder on buy-back of shares
is treated as dividend income under
section 2(40)(f)

*  Suchdividend income s taxed in the
hands of the shareholder

« Cost of acquisition of shares
extinguished on buy-back is
recognized separately as a capital
loss under section 69

Proposal

* Itisproposed to rationalise taxation
of share buy-backs by treating
consideration received on buy-back
as capital gains, instead of dividend
income

» In case of promoters, effective tax
on gains arising from buy-back shall
be 30%, comprising tax at applicable
rates along with additional tax

» In case of promoter companies, the
effective tax liability shall be 22%

Parallel reference

* No reference is drawn to Income-
tax Act, 1961
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Subject

Section —
IT Act
2025

Section —
IT Act
1961

Proposal

Effective date —
IT Act 2025

Effective
date — IT
Act 1961

Clause
of

Financ
e Bill

Relaxation of
conditions for
prosecution
under the Black
hMoney Act

Black Money
Act, 2015

Sections 49
& 50}

Black Money
Act, 2015

Sections 49
2 50}

Prozecution for
wilful non-
disclosure of
foreign azsets
[other than
immovable
property] shall naot
spply where
=ggregste value
does not excesd
1320 lakh, to
provide relief for
minar
imadvertent
defzults

01.10.2024

01.10.2024

Clause
144

Fationalisatio
n of
prosecution
proceedings

Sections
473 to 485
& 494

Sections
273A to
2TEA &
280

Decriminalisatio
n / partial
decrimmalization
of certain
offences;
TLZOTOUS
tmprisonment
replaced with
simple

LM prisonment;
AR
tmprisonment
capped at 2
vears; fine-only
punizhment
where tax
mvolved = F10
lakh; graded
punishment
based on amount
mvolved; fine
miroduced in lien
of / n addition to
Imprisonment

1 April 2024

1 March
2026

Clauzes
7to 23
and 93
to 1035

Fationalizing
the period of
block
aspessment in
case of “other
persons”

Section 295

Mo reference

Block period for
“ather person”
restricted where
undisclosed
income pertains
only to a single tax
wear, reducing
UnNnecessary
compliance

1 April 2026 (for
search/requisitio
n initizted on ar
after this date)

M@ﬁﬁl\ Stiniac

Mo
reference

Clauze
54
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Section — | Section — ) Effective Clause
. Effective date — of
Subject IT Act IT Act Proposal IT Act 2025 date — IT Financ
2025 1961 B - Act 1961 .
e Bill
Date of initiation
Referendng of
time limit for search/requisition
;Tmpletmn of to be taken a_s 1 April 2026
ock r_eﬁ_arer.'uce p'.:'mt for (for search /
aszessment to Cection 296 Mo limitation; time requisition Mo Clause
initiation of reference linnit for o reference |65
. initiated on or
search or completion of .
. after this date)
reguisition block assessment
extended from 12
months to 18
months
Maximum penalty
for failure to
comply with
Increase in power to collect |1 April 2026
miaximumnm Cection 456 Mo ?I‘Ifﬂfl’ﬂﬂﬂﬂl’l (applicable from [No 0
amount of reference increased from tax year 2026-27 |reference
penalty F1,000 to F25,000 |onwards)
to ensure
adequate
deterrence
Deduction on
dividends received
from other
cooperative
societies allowed
in new tax regime
Deduction in if further
T_Fl’je':td”f distributed to I
r;::eii:dsand Sections memh?m; [apEIrili:ahIE from Clauses
distributed by i:gl:l}[d:l and |Mo reference :i‘?;;|3?zcrEqud e year 2026-27 Mo reference ;El;fgl}, 43
certain . onwards)
cooperative by notified federal
socistias cooperatives from
COMpanies
allowed for 3
years (up to AY
2028-29], subject
to conditions
Profits and gainz
Widening scope from supply of cattle
Flf ded.u-:tiﬂn by feed and cu::fttﬂn 1 April 2026
mtlydmg Zaction seads by RrImary (applicable from [No Clause
anc."!a.w 143(2)ik) Mo reference cooper Et'.ve tax yvear 2025-27 [reference |39
sctivitias of cattle societies included
feed and cotton within eligible onwards)
Iseeds deduction
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. . . Clause
Section — | Section — Effective date Effective of
Subject IT Act IT Act Proposal IT Act 2025 date — I'T Financ
2025 1961 ) = Aect 1961 .
e Bill
. Definition of “co-
Inclusion of operative society”
Multi-5tate -
. expanded to 1 April 2026
Cooperative include societies  |(applicable from |No Clause
Societiesin  |Section 2(32) | Mo reference|| - -
. registered under Jtax year 20258-27 reference 27
definition of -
o . the Multi-5tate omwards)
Co-Operative .
sodiety Cooperative
Sacieties Act, 2002
Assocated
enterprise
Enzbling filing of permitted to file
return / modified return or modified |1 April 2026
return by . return in line with [applicable from
Associzted 3action 153 Mo reference income madification Jtax year 2026-27 Mo reference |Clzuse 45
Enterprise arising from onwards)
pursuant to APA Advance Pricing
Agresment, withimn
prescribed time
Exemption granted
. to fareign
Exemption to .
) companies on
fareign company IMCOMe arising or
far |n|:n_:-medfar1;m Saction 11 deemed to arise in El .-5.|:|Ir_|l EEIEEf o
procunng . re=d with Mo reference ||India from procuring Spplicabie fram Mo reference |-
Centre services . tax year 2026-27 105
. Schedule IV data centre services
from specified - onwards)
dat ntre i from a specified
= _H cenkr=In data centre, subject
India ..
to conditions, for a
lirmited periad
Schedule Xl
expandad to include
Allowing critical minarzls,
th iz 1 April 2026
expenditure on | Section 51 E'Eb‘!’ =Hewang |:|r.|
. . deduction of [applicable fram Clzuze
prospecting of rezd with Ma reference ] Mo reference
. _ expenditure on tax year 2026-27 112
critical minerzls  |Schedule X .
) prospecting and onwards)
a5 deduction -
exploration of such
minerals
Exemption granted
to fareign
Exemption to COMmpanies an
foreign company imcome arising from
for income from supply of capital .
supply of capital |Section 11 goods, eguipment or 1 .-5.|:|r_|l 2028
. B . [applicable from Clzuze
equipment to rezd with Mo reference  |[tooling to a contract Mo reference
. tax year 2026-27 105
electronic goods  |Schedule IV manufacturer rdls)
manufacturer in lzcated in & customs onwEras
customs bonded bonded area for
ares manufacture of
electronic goods
Prasanth Srinivas 35
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. . . Clause
Section — | Section — Effective date Effective of
Subject IT Act IT Act Proposal IT Act 2025 date — IT Financ
2025 1961 ) = Act 1961 .
e Bill
Certain sdditionsl
e e
specified Saction 61 opting for 1 April 2026
pre%umptwe re=d with Mo reference |[presumptive {=pplicable from Mo reference |Clause 50
businesses of MAT ) tax year 2026-27
) . taxation excluded
non-residents prowisions - orvwards)
f MAT from applicability of
ram hinimum Alternate
Tax
Exemption to non-
Exermption to resident individusls
non-residents for . for income from 1 April 2026
. Saction 11 . . .
rendering 3 services rendered in |[appliczble from Clzusze
. rezd with Mo reference ) . Mo reference
services under Sehedule IV India under notified |tax yesr 2026-27 10
notified Scheme soule Government onwiards)
im Indiz Schemss, subject to
conditions
Extension of Period of 100%
Ension deduction for IFSC ,
period of . 1 April 2026
. units extended to 20 .
deduction for Saction 147 Mo reference ars; post- [spplicable fram Mo reference Clauses
uniits in IFSC and YEars post tax year 2026-27 38 £ 51
) o deduction business
rationalisation of . onwards)
: . income taxshble at
3y rate 153
Definitions relzting
Rationalisation of 1o group entity, . 1 April 2026
certain terms for ) parent entity an [appliczble from
treasury centras Zaction 2(20) Mo reference el@blel.urm::ﬁ:tmn tax year 2026-27 Mo reference |Clause 27
. rationalised for
i IFSC ) onwiards)
trezsury centres in
IF5C
Amounts dizzllowed
Allowing earlierin
deduction to ;?:;:::?;f;ufnnn_
naon-life Schedule X1V . . 1 April 2026
) [Part B read business income due (spplicable o
|nsu.r=|nce .a nlea Mo reference ||to non-dedwction [/ =ppic=bie from No reference |~
business where |with s=ction non-pavment of TOS tax year 2026-27 113
TDS not 35{b)(j) & {ii) Py orwards)
deducted eari to be allowed as
ic aL:El:I ::"at:a =" deduction in the
P wear in which TDE is
deducted and paid
Clarification that the
period of sixty days
Clarifying CDFI‘EIP:DHIjiI'I for pazsing TFO
computation of E provizion arder shall be
) relating to . computed by Retrospectiv
sixty days ;‘:'r .., [rPotme ;?ﬂ; N including the date of |1 April 2025 & from 1 June gf‘"f“ N
Pa=2INg OTOET LY Niimits [aligned liritation far 2007
Transfer Pricing . . .
o with saction completion of
cer g2ca) EEEESEMEnt, to

remaove ambiguity
and reduce |itigation
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Section — | Section — Effective dat Effective E'latf:se
Subject IT Act | IT Act Proposal r;“:;‘ sops | date—IT [ .°
2025 1961 ACLEEEY | Act 1961 | mANC
e Bill
Provisions of
tonnage tax scheme
sligned to cover
inland vessels,
Amendments to |n|:||fd|ng.i:hanga "
certification,
Chapter XII-Gto | ions 227, computation of |1 April 2026
give effect to 228 232 & tonnage income [applicable from Clauses
extension of ' Ma reference . ! Mao reference |52, 53, 52
235 (Chapter core activities, tax yesr 2026-27 o
tonnage tax .. & 55
< cheme to infand X3 traln!ng anwards)
wessels reqnt.urernenm,
designated
sutharity, and
defimition of Inland
Waterways
Autharity of India
Penalty introduced
Penalty for non- for non-fumnishing of
furmishing ar statement at 200
furmizhing . per day and for
inaccurate Sectians 503 Mz reference  [[furmizshing 1 April 2026 Ma reference |Clause 87
statement of e insccurate
crypto-asset particulars at
transactions F50,000 to ensure
compliance
Definition of
Eleﬁnitic'n.uf . . d‘;{ll'ir:ar;?ifiirnserted . Already
di_::ll-:ar;iiﬁ Saction 65 Saction 43(5) i IT Act 2075 in line |+ #4Pril 2026 efined Clause 33
with definition
under IT Act 1361
Definition of
“authorised person”
Definition of . insert=d in IT Act
“authorised iﬁ;':;] Section 195 jﬁiiL?J;"E;;';rlT 1 April 2026 j.::::: Clause 73
persan” Act 1961 for
slignment and
clarity
Incorrect reference
Caorrection of i section 99(2)
referencing error corrected from Alread
relating to Zection 93(2) |Saction &4 section $9(1){za}(j} vo |1 April 2026 resdy Clause 37
clubbing section 39(1)(z)(ii) =ligned
provisions to align with correct
clubbing provision
Carrection of !-Zrn:nnen-us reference
_ . im Mote 3 corrected
referencing error |Saction 353{1) to reflect corract Already
im TDS on sale of |- Table 3. MNo. |32ction 194-14 .. . 1 April 2026 . Clause 72
) . provision governing zlizned
immovable i) {Mote 3) T0S on ==le of
property immavable property
Prasanth Srinivas 37
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Section — | Section — Effective dat Effective Cla;:lse
Subject IT Act | IT Act Proposal rf_“::’* sops | date-TT | .0
2025 1961 ACLZUES | Ace 1961 | manc
e Bill
Prowvision aligned to
sllow annual value
Corraction of house property
relating to held as stock-in-
income from Zection 21(5) |Z=ction 23(3) |[trade to be taken az |1 April 2026 Al_read-,.- Clauze 29
house property — nil up to two years =ligned
stock-in-trade from end of financial
year of completion
certificate
Inn.:lusmn.c:-f Ageregate limit of 2
!:lrlur-peru:_u:l . lakh fior interest on
interastwithin | tion 22(2) |Section 24{b) ||borrowed capital |1 April 2025 Already Clause 30
deduction limit B i zlizn=d
. clarified to include
for self-occupied . .
house property prior-period inmterest
CBOT empowered to
Empovwrering make rules for
CBOT to quoting PAN in
prescribe PAN Saction Saction documents relating . Already
quoting in non- | 262(10)(c) 133A(5)(c) to transactions not 1 April 2026 zligned Clause 36
business connected with
documents business or
profeszion
Guidelines iszued to
Correspondin |remove difficulties
. g pravizions  ||in giving effect to
Elr_ldl g na'.cu re of relating to TOS/TCS provisions
guidalines issued | ion 400(2) |binding to be made binding |1 April 2025 Nochange  |Clause 77
for TOS/TCS - .
. guidelines an income-tax
provisions umder sutharities and on
TS/ TCS perzons liable to
deduct or collect tax
Clarification that
amoaounts allowed as
deduction or not
Clarifying repeal taxed under the
=nd zavings . repealed..-ﬁ.rt zhall be 1 April 2026 [fram
clzuz=a for Saction deemed income Clauze
taxation of 535(2)(h) Moreference || @ derTact, 2075 [BXvesr2026-27  INorsference |, o
=mounts 2llowesd even without onwards]
earlier viglation of
conditions, if taxzble
umder IT Act, 1551
Definition of
“specified fund®
Amer.lc':iment ol Schedule Wl |3ection allgn?‘:ll with 1 April 2025 [from Already Clauze
definition of Mote 1{z)) 10{2D) definition under tax year 2026-27 defined 110
“specified fund”™ Imcorme-tax Act, ornwards)

15951 for consistency

'| 8 January 2026
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: : . Clause
Section — | Section — Effective date Effective of
Subject IT Act IT Act Proposal IT Act 2025 date — IT Financ
2025 1961 ) - Act 1961 .
e Bill
Schedule Xl
rationalised to align
A VS| 202
. Schedule Xl Mo reference e v tax year 2026-27  |MNo reference
relating to ceilings, remaove rdis) 111
Provident Funds averlaps, and relax onvearas
rigid investment and
contribution limits
TS exemption
extended to interest
[other than
ir:EeTritun g |F=ction 383(4) fﬁc”;iﬁiﬁjff e Alread
pa [Table 5. No. |Section 1344 [0 Poo 9% 9 apil 2026 Y Clause 72
co-operative operative socisties provided
7l . .
banks engzged in banking,
including co-
operative land
mortgage banks
Clarification that
time limits
prescribed under
Clarifying time- 'I:CIFI'EIP:EIHIjiI'I section ]..44Cf-::r Retrospectiv
. £ provisions completing e—from 1
lirnit for . .
leti : relating to assessment shall April 2008 o 7
compieton o draft Zactions 144C ||prevail and operate . [section 153) AUses £,
SE5ESSMEnt . 1 April 2026 9,10 61
) SEEESSMENT 153 and 1538 |lindependenthy, and 1
under special . . & &3
ed {Draft procedurs notwithstanding October
E:u:lo;r c:::ﬂ r [aligned with time limits under 2009 [section
section 144C) sections 153 or 153B)
153E, to remowve
ambiguity and
litigation
5TT rates increased
on derivatives
transactions: {j] sale
of options increased
from 0.1% to 0.15%
Increase in tax of option premium; .
rates of Provisions Chapter VIl of ||(ii) szle of options 1 April E_BEE ffor
. . . transactions Mot Clause
Sacurities relating to 5TT |Finance (Mo.  |jon exercize tared s licabl 143
Transaction Tax Junder the Act |2) Act, 2004 ||increaszed from SMLEred an or aier |=pplicahie

(57|

0.125% to 0.15% of
intrinsic price; [iii]
sale of futures
imcreazad from
10.02%: to 0.05% of
traded price

thiz date)
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The relief proposed in respect of
employees’ contribution of PF
should have been extended under
the 1961 Act also. The matter,
however, is sub-judice.

The fine prescribed for tax audit
default is too harsh. It should have
been a staggered fees starting
from Rs. 5000 (1 month), Rs.
10,000 (2 months), Rs. 15,000 (3
months), Rs. 50,000 (3 months to
6 months). Rs. 1,00,000 (6 months

Post Budget Musings

to 1 year), Rs. 150,000 (beyond 6
months). Moreover, there should
be a reasonable clause window for
charging this fine.

Tax audit due date should have been
re-aligned with the ITR due date.
(remove 1 month before concept)
Post covid the stamp duty value
in many places are high compared
to actual consideration. Suitable
amendment in this regard was
expected.

So we should know both

“The law has changed.

The responsibility has doubled.”

Though said in budget speech - ITR
due date in non audit trust cases
remains at July 31.

The reduction in tax rate vis a vis
unexplained sources in the new Act
should have been brought in the
1961 Act also.

1961 Act provides for deemed
application of income by filing Form
No. 9A when income is not received.
Parallel provision could have been
inserted in 2025 Act.

Income-tax Act, 2025 is the present.
Income-tax Act, 1961is in limbo

Inter-Branch Football Match - Our Kottayam Branch participated with great enthusiasm
and team spirit, proudly representing the branch on the field.
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CPE Seminar on Direct Tax Proposals in Union Budget 2026




