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FOREW

The India Budget 2025 is unveiled at a critical juncture—characterised by reduced public spending, waning
consumption, and an overall economic slowdown—necessitating bold and innovative policy measures. This
forward-looking Budget is designed to rejuvenate growth, foster inclusive development, and propel India
toward its goal of becoming the world’s third-largest economy. Streamlining regulatory measures to simplify
processes and enhance the business environment lays a strong foundation for innovation and ease of doing
business nationwide. The Finance Minister has spotlighted four key sectors—MSMEs, agriculture,
investment, and exports—as the primary engines of India’s future growth in the journey to Viksit Bharat
using reforms as fuel, guided by the spirit of inclusivity.

UNION BUDGET 2025: A BLUEPRINT FOR A NEW INDIA 

ORD

The Budget aims to initiate transformative reforms in Taxation, Power Sector, Urban Development, Mining,
Financial Sector, and Regulatory Reforms to augment India’s growth potential and global competitiveness.



Together, these path-breaking reforms set the stage for India’s ascent to become the third-largest economy
in the world. As you explore the detailed analyses within this booklet, prepared with expertise by our Firm,
we hope you will gain valuable insights into how these innovative policies address current challenges and lay
a solid foundation for sustainable, inclusive, and technology-driven growth.

Key Budget initiatives include:

MSME Empowerment: Enhanced credit guarantee schemes and streamlined regulatory processes are
set to boost innovation and employment within this critical sector.
Middle-Class Relief: Rationalised tax slabs and reduced effective rates aim to increase disposable
incomes, fuel domestic demand, and strengthen the economic backbone.
Digital Transformation: Strategic investments in Artificial Intelligence and automation lay the
groundwork for a competitive, technology-driven economy.
Skill Development: Robust programs to upskill the workforce ensure readiness for the evolving job
market, addressing current and future challenges.



ECONOMIC INDICATORS

In FY25, Agriculture, Industry, and Services are expected to grow
at 3.8%, 6.2%, and 7.2%, respectively, with overall GVA growth at
6.4%. GDP growth is projected at 6.4%, slightly below the
average of 7.0% from FY15 to FY24.

1.  GDP 

The Government estimates the fiscal deficit to be 4.8 percent of GDP
in FY25, a reduction from the budgeted 4.9 percent of GDP. It aims to
further lower the fiscal deficit to 4.4 percent of GDP in FY26,
adhering to the fiscal consolidation roadmap set out in FY22. This
demonstrates the Government's commitment to maintaining fiscal
discipline, instilling confidence in global investors despite global
uncertainties and a volatile trade and investment environment.

2.  FISCAL DEFICIT



3. FDI INFLOW WITHIN THE SERVICE SECTOR
SIP investments have seen significant growth, with AUM rising from
₹5.8 lakh crore in FY22 to ₹13.6 lakh crore in FY25. SIP accounts and
contributions also grew steadily, reaching 10.3 crore accounts and ₹2.1
lakh crore in FY25.

4.  TRENDS IN SIP MOVEMENT



The Government has raised capital expenditure by 10.1 percent, allocating
INR 11.2 trillion for FY26. Additionally, a provision of INR 1.5 trillion for 50-
year interest-free loans to states highlights the push for decentralizing
infrastructure development responsibilities.

5.  PROGRESS IN CAPITAL EXPENDITURE IN INFRASTRUCTURE
SECTORS



The new Regime for Personal Tax has undergone a change
Default regime: Reduction of slab rate for new default tax regime
(Section 115BAC)

DIRECT TAX

Option (Old Regime):

NOTE: 

The Rebate Under Section 87A has been increased from Rs.7,00,000
to Rs.12,00,000 under New tax regime. Maximum Tax benefit that can
be availed has been increased from Rs. 25,000 to Rs.60,000. 

No deduction available in new regime except mentioned below:

Standard Deduction U/s 16(ia) upto Rs.75,000/-
Family Pension U/s 57(iia) upto Rs.25,000/-
Deposited in the Agniveer Corpus Fund u/s 80CCH(2)

Personal Income Tax

The old regime continues to be the same as last year and is as
follows:



TAX DEDUCTED AT SOURCE (TDS) 
A.TDS Rates Reduction B. TDS Threshold Rationalization 



TAX COLLECTED AT SOURCE (TCS)

Definition of “forest produce” rationalized

To bring clarity regarding the meaning of “forest produce”, it is proposed
that “forest produce” shall have the same meaning as defined in any State
Act for the time being in force, or in the Indian Forest Act, 1927.

Further, it is proposed that to address the applicability of TCS on traders of
forest produce, only such other forest produce (not being timber or tendu
leaves) which is obtained under forest lease will be covered under TCS.

The amended rate for collection of
TCS is as under: -

Removal of Higher TDS/TCS for Non-Filers (Effective from 1st April
2025)-Sections 206AB (higher TDS) and 206CCA (higher TCS) to be
omitted to reduce compliance burden. 



INCENTIVES TO INTERNATIONAL FINANCIAL SERVICES CENTRE (IFSC)

A simplified regime for fund managers based in the International Financial Services
Centre (IFSC) has been introduced for investment funds managed by Indian fund
managers. Effective from FY25, the following relaxations apply:

1.

The deadline for fund managers to establish operations in the IFSC to qualify for
relaxations has been extended to 31 March 2030.
The condition that aggregate participation or investment by residents of India in the fund
should not exceed 5% has been relaxed. This will now be assessed on 1 April and 1
October each fiscal year, with a grace period of four months. 

From FY26, Long-Term Capital Gains (LTCGs) arising from the sale of unlisted securities by
IFSC Category III AIFs, IFSC Retail schemes, ETFs, or FPIs will be taxed at 12.5%, aligning
with the overall capital gains regime introduced last year.

2. Extending exemption for IFSC aircraft leasing units to IFSC ship leasing units 

The tax exemption available to IFSC-based aircraft leasing units has been extended to IFSC
ship leasing units.



Others relaxations

The sunset date for relocating funds to IFSC with tax neutrality is extended to 31 March 2030.
Retail schemes and ETFs registered in IFSC can now be relocated with tax neutrality.
Inter-group borrowing with treasury centres in IFSC will not be subject to deemed dividend
implications. Loans or advances between group entities, where one is a finance company or
treasury unit in IFSC, are excluded from deemed dividend, unless notified otherwise. Additional
conditions for group/parent/principal entities will be notified.
The sunset date for claiming exemptions by investment divisions of OBU in IFSC is extended to
31 March 2030.
Income earned by a non-resident on derivative contracts with FPIs setup in IFSC is now exempt.



Amendments to Section 12AB:
Cancellation of Trust Registration:

Current Provisions: Registration can be cancelled if trusts commit specified violations (e.g., incomplete
applications).
Proposed Amendment: Incomplete applications will not be considered violations, preventing cancellations
for minor defaults.
Effective Date: April 1, 2025.

Extension of Registration Period for Smaller Trusts/Institutions:
Current Provisions: Trusts/institutions must reapply every 5 years for registration.
Proposed Amendment: Registration for smaller trusts (with income under Rs. 5 crores) will be extended to
10 years.
Effective Date: April 1, 2025.

SIMPLIFICATION OF TAX PROVISIONS FOR CHARITABLE
TRUSTS/INSTITUTIONS:

Amendment to Section 13:
Rationalisation of "Substantial Contribution": 

Current Provisions: Exemptions are denied if income or property benefits those making substantial
contributions (over Rs. 50,000).
Proposed Amendment: Substantial contribution is redefined as over Rs. 1 lakh annually or Rs. 10 lakh in
total. Relatives of above specified person and related concerns of above specified person are omitted.
Effective Date: April 1, 2025.



Amendment to Section 115UA:
Taxation of Business Trusts: 

Background: REITs and InVITs are taxed under a special regime with pass-through status for
certain incomes.
Proposed Amendment: A business trust’s income is taxed at the maximum marginal rate,
subject to the concessional tax rates under sections 111A and 112. Section 112A (long-term
capital gains tax on listed shares) has also been included in this carve out from 1 April 2025
Effective Date: April 1, 2026, for Assessment Year 2026-27.

Amendment to Section 9 - Exclusion of Export Purchases from Significant Economic Presence
Current Provisions: Section 9 deems income to accrue in India if related to business connection,  
the current provision was not clear in terms of providing of exclusion for non-residents
purchasing goods in India for export. 
Issue: Concerns that the definition of significant economic presence might affect the exclusion
for export-related operations for non residents.
Proposed Amendment: Explanation 2A will be amended to clarify that purchasing goods for
export will not constitute significant economic presence in India.

Effective Date: April 1, 2026, for Assessment Year 2026-27.

HARMONISATION OF SIGNIFICANT ECONOMIC PRESENCE
APPLICABILITY WITH BUSINESS CONNECTION



Rationalization of Tax Provisions for Unit-Linked Insurance Policies (ULIPs)
Current Provisions:1.

Section 10(10D) provides tax exemption on sums received under life insurance policies, including
bonuses, with a condition that the premium does not exceed 10% of the sum assured.
Finance Act, 2021 limited the exemption for ULIPs (Unit-Linked Insurance Policies) issued on or after
February 1, 2021, if the premium exceeds Rs. 2.5 lakh per year.

Proposed Amendments:2.
ULIPs (for which exemption under section 10(10D) does not apply) will be treated as capital assets (under
section 2(14)).
Profits from the redemption of such ULIPs will be taxed as capital gains (under section 45(1B)).
These ULIPs will also be considered part of equity-oriented funds (under section 112A).

Effective Date:3.
These amendments will take effect from April 1, 2026, and will apply from the Assessment Year 2026-27
onwards.

BRINGING CLARITY IN INCOME ON REDEMPTION OF
UNIT LINKED INSURANCE POLICY



TRANSFER PRICING AMENDMENTS

These Amendments will take effect from the first day of April, 2026 and shall accordingly, apply in
relation to the assessment year 2026-27 and subsequent assessment year.



Proposed Amendments to Block Assessment Provisions under Chapter XIV-B for Search and
Requisition Cases

1.   Expansion of Undisclosed Income Definition: Virtual Digital Assets (VDAs) are now included as
"undisclosed income" under Section 158B.
2.   Abatement & Revival of Proceedings: Any pending assessments, reassessments, or orders at
the time of a search will be abated (Sections 158BA(2) & 158BA(3)). If a block assessment is
annulled, related proceedings will revive, including recomputations (Section 158BA(5)).
3.   Subsequent Search Cases: For new searches, prior assessments must be completed before
initiating fresh block assessments. The term “pending” is replaced with “required to be made”
(Section 158BA(4)).
4.   Block Period Income Computation: “Undisclosed income” replaces “total income” in the return
(Section 158BB). Income declared in returns filed before the search will be part of the block period
income. Income for the previous year, not filed before the search date, will also be considered.
5.   Exclusion of International & Domestic Transactions: Income from international or specified
domestic transactions will be excluded from block period assessments and taxed under normal
provisions (Section 158BB(3)).

AMENDMENTS PROPOSED IN PROVISIONS OF BLOCK ASSESSMENT
FOR SEARCH AND REQUISITION CASES UNDER CHAPTER XIV-B



Non-applicability of
Section 271AAB of the Act
To eliminate ambiguity in penalty provisions for
search cases, the Union Budget 2025 proposes
that Section 271AAB will not apply to searches
conducted on or after September 1, 2024.
Current Rule:
Section 271AAB imposes a penalty for
undisclosed income in searches initiated after
December 15, 2016.
Proposed Rule:
Section 271AAB will be amended to explicitly
exclude its application to searches under Section
132 conducted on or after September 1, 2024.

Amendments proposed in sections 132
and 132B for rationalizing provisions
A. Extension of Time Limit for Retention of Seized Documents (Section
132(8)):

The time limit for retaining seized documents will be extended to
one month from the end of the quarter in which the
assessment/reassessment/recomputation order is made.
This change aims to resolve issues related to varying timelines for
different assessees and difficulties in managing documents in
group cases.

B. Clarification of “Authorization” Term (Explanation 1 to Section 132):
The term "authorization" will be changed to "authorisations" to
provide clarity in cases involving multiple authorizations, ensuring
consistency with other provisions in the Act.

C. Update to Reference in Section 132B:
The reference in Section 132B will be updated to Section 158B, in
line with the introduction of block assessment provisions under
Chapter XIV-B.



Time limit to impose penalties rationalized

Rationalization of provisions related
to carry forward of losses in case
of amalgamation



OBLIGATION TO FURNISH INFORMATION IN RESPECT OF CRYPTO-ASSET

1.  Taxation of Virtual Digital Assets (VDA) - Section 115BBH -Transfer of VDAs will be taxed at 30%, with no deductions allowed
(except for the cost of acquisition).
2.  TDS on VDA Transactions - Section 194S @ 1% tax deduction at source on payments for VDA transfers, including transactions
partly in cash or kind.
3.  Obligation to Furnish Information on Crypto-Assets - Proposed Section 285BAA

Sub-section (1): Reporting entities (as prescribed) must provide transaction details of crypto-assets in the specified format,
time, and manner to the income-tax authority.
Sub-section (2): If the statement is defective, the tax authority can notify the person to rectify the issue within 30 days or a
specified extended period. Failure to correct the defect will be treated as submitting inaccurate information.
Sub-section (3): If the statement is not submitted on time, the tax authority can issue a notice requiring its submission within
a specified timeframe.
Sub-section (4): If a person discovers inaccuracies in a submitted statement, they must inform the tax authority and provide
the correct information within a prescribed time.
Sub-section (5): The government may set rules to register persons, specify the nature of information, and ensure due
diligence for identifying crypto-asset users or owners.

4.  Expanded Definition of VDA- Sub-clause (d) of Section 2(47A): The definition of VDA now includes any crypto-asset that uses
cryptographically secured distributed ledger technology, regardless of whether it was previously included under the VDA
definition.

These amendments will take effect on April 1, 2026.



MISCELLANEOUS PROVISIONS/AMENDMENTS





INDIRECT TAXES B.SERVICE TAX
A.   CENTRAL EXCISE



C. GOODS AND SERVICES ACT



AMENDMENTS TO DUTY RATES IN FIRST SCHEDULE TO THE
CUSTOMS TARIFF ACT, 1975D.   CUSTOMS



Following goods are being exempted from levy of Social Welfare Surcharge (w.e.f. 02.02.2025)



Amendment of Notifications Nos. 16/2017-Customs dated 20.04.2017 and 153/94-Customs dated 13.07.1994

Changes to IGCR (Import of Goods at Concessional Rate of Duty for Manufacture of Excisable Goods) Rules, 2017

The changes to the IGCR (Import of Goods at Concessional Rate of Duty for Manufacture of Excisable Goods) Rules, 2017 are as
follows:

The time limit for fulfilling the end-use requirement is extended from six months to one year.
Importers will now be required to submit a statement every quarter instead of monthly.



THANK YOU
2025-2026


