
Union Finance Budget        

2025: Tax Reforms

Welcom e to our com pr ehensive overview of the tax c h a n g e s pr opos ed  

in the U nion Finance B udget 2025. We'll explore bot h direct and 

indirect tax am endm ent s that will s hape India's f iscal lands cape in the 

c o m i n g years.

by CA subhash kumar and Keshav Mishra



Income Tax: No Changes for FY 

2025-26 (Old Regime)

Status que

Tax s labs remain unchanged 

for the financial year 2 0 2 5 -

26.

consistency

Rates align with those 

establ ished in F inance Act  

2024.

Sťabiliťy

Provides taxpayers with a stable tax environment for the 

u p c o m i n g fiscal year.



New Tax Slabs for FY 2025-26

1 ₹4 lakh to ₹ 8 lakh: 5 %

2 ₹ 8 lakh to ₹12 lakh: 10%

3 ₹12 lakh to ₹16 lakh: 15%

“ ₹16 lakh to ₹ 2 0 lakh: 2 0 %

5 ₹ 2 0 lakh to ₹24 lakh: 25%

6 Above ₹24 lakh: 3 0 %



Capital Gains Tax Changes

LTCG Rate Increase

L T C G rate on securit ies for FIIs 

increased from 10% to 12.5%.

Non-Resident LTCG

L o n g - term capital ga ins tax on 

unlisted shares al igned at 12.5% for 

n o n - residents.

Capital Asset Defination

E x panded to include securit ies 

held by investment funds under 

S e c t i o n 115UB.



TDS Changes: Easing 

Compliance

Interest on Securities

T D S exemption limit increased 

from ₹5 , 0 00 to ₹10,000.

Insurance Commission

T D S rate r educed from 5% to 2%.

C a s h  W i t h d r a w a l s

T D S on h i g h - value cas h  

withdrawals ( S ect ion 2 0 6 A B )  

omitted.



TCS on Sale of Goods: Omitted

Section 206C(1H)

Removed

T C S on sale of g o o d s omitted 

from April 1, 2025.

Simplif ication

R educes com pl iance burden for 

bus inesses e n g a g e d in g o o d s  

sales.

C a s h  F l o w  I m p a c t

Improves working capital for 

bus inesses by eliminating T C S  

collection.



Extended Time for Updated 

Returns but with Additional Taxes

1 Current  L imit

24 m ont hs for filing updat ed returns.

2 N e w  l i m i t

E x t ended to 48 m ont hs under S e c t i o n 139(8A).

3 Additional Tax

6 0 % for 2 4 - 36 months, 70% for 3 6 - 48 months.



NPS Contributions for 

Minors

Section 80CCD

Amendment

N P S contr ibut ions by 

parents/guardians for minors 

now eligible for deduct ion.

Deduct ion L imit

₹5 0 , 0 0 0 deduct ion available 

for contr ibut ions to minor's 

N P S account.

P r o m o t i n g  L o n g - t e r m  S a v i n g s

E ncour ages early retirement planning for the next generation.



Startup Tax Holiday 

Extended

Eligibility

S t ar t ups incorporated before April 1, 2030 .

Benefit

100% deduct ion for 3 out of 10 years.

I m p a c t

B oos t s entrepreneurship and innovation in India.



Offshore Banking Units in 

IFSC

EXTENSION

Exemption for Offshore 

Banking Units in I F S C  

ex t ended to March 31, 2030.

P r o m o t i n g  G i f t  C i t y

E ncour ages more financial 

institutions to set up in 

Čujarat International F inance 

T e c - City.

Global Financial Hub

S t r engt hens India's pos it ion as an international f inancial services 

centre.



Tax-Free Medical Perquisites

Increased L imit

Higher exemption limit for medical

treatment outs ide India.

E m p l o y e e s  B e n e f i t

R e d u c e s tax burden on employees

receiv ing medical benefits.

H e a l t h c a r e  S u p p o r t

E ncour ages employers to provide

better medical coverage.



Rebate Under Section 87A

Continuation

Rebate cont inues for those 

earning up to ₹7 lakh in the 

new tax regime.

Tax Relief

Provides tax s av ings for

lower-incom e taxpayers.

Encourages  New Regim e

Incentivizes adopt ion of the new tax regime.



Seized Documents 

Retention

1 Old Rule

3 0 days retention per iod for seized documents.

2 N e w  R u l e

1 m ont h from the end of the quarter.

3 I m p a c t

Provides more t ime for tax authorit ies to examine seized

documents.



Block Assessment Time Limits

Clarification

S pec i f ies start and end date 

exclus ions for stay orders in block 

assessments .

Section Affected

C h a n g e s apply to S e c t i o n s 158BA 

and 158BFA.

Benefit

Provides clarity on assessment  

timelines, r educ ing disputes.



Provisional Customs 

Assessments

N e w  T i m e  L i m i t

2 years set for f inalizing provisional c u s t o m s assessments.

Clarity

Provides a definite timeline for importers and cus t om s  

officials.

Efficiency

E ncour ages faster resolution of provisional assessments.



Crypto Transactions 

Reporting

N e w R e q u i r e m e n t

C r ypt o ex chang es m us t report

transact ions to the In com e Tax

Department.

Section 285BBA

Introduces report ing framework 

for virtual digital assets.

V D A  D e f i n a t i o n

U p d a t e d to explicitly cover 

c r ypt o- assets us ing blockchain 

technology.



Penalties for Non-Payment of 

TCS

Section 276BB

Penalty removed if T C S is

pa id before fil ing the return.

C o m p l i a n c e  
I n c e n t i v e

E ncourages timely payment

of T C S by r em oving penalty

for late payments.

Taxpayer Relief

Provides relief to taxpayers who rectify T C S n o n - payment before

return filing.



Penalty for Non-Compliance: 

Section 271E

C h a n g e  i n  A u t h o r i t y

Penalty now handled by 

A s s e s s i ng Off icers instead of 

Ǧoint Commiss ioners .

S t r e a m l i n e d  P r o c e s s

Simpl i f ies penalty imposit ion 

pr ocedure for non-

com pl iance under S ect ion  

269T.

Efficiency

Likely to result in faster resolution of penalty cases.



Faceless Appeals for ITAT

New Provision

Ng w Píovisioה

Central Č over nm ent can issue 

notif ications for faceless disposal of 

appeals.

Sgcťioהs 6rrgcťgd

C h a n g e s apply to S e c t i o n s 253 and 

255.

Bgהgriťs

E nhances transparency and reduces  

physical interface in appeals.



Tax-Free Exit for IFSC 

Investment Funds

N e w  P r o v i s i o n

Capita l ga ins tax exemption 

for Foreign Portfolio 

Investors (FPIs) in I F S C .

Attracting Investment

E ncour ages foreign 

investors to route 

investments through I F S C .

Boosting GIFT City

S t r engt hens India's pos it ion as a global f inancial hub.



Retrospective Exemption: 

Crop Insurance

1 Period

2011-2017

2 E x e m p t i o n

S er v ice tax ex em pt ed for c r o p insurance dur ing this

period.

3 I m p a c t

Provides relief to insurance com panies and farmers.



Indirect Tax Changes: 

Overview

C u s t o m  D u t y

Rationalization to promote 

dom es t ic manufacturing and 

r educe import reliance.

Tax Procedures

Streamlining for better tax 

col lect ion and enforcement.

Serv ice Tax

Retrospect ive exemptions for s pec i f i c services.



Customs: Amendment of 

Section 18

Provisional Assessment

C h a n g e s to the provisional 

as s es s ment pr ocedure for 

im por t ed goods .

Clarity

Provides clearer guidelines

for importers and cus t om s

officials.

Efficiency

Aim s to streamline the as s es s m ent pr oces s and r educe delays.



Customs: New Section 18A

Introduction

N ew m echanis m for self-declaration 

and as s es sm ent in s pec i f i c cases.

Simplif ication

Aim s to r educe bureaucratic hurdles 

in c u s t o m s procedures.

Trade  Fac i l ia t ion

E nhances ease of d o i n g bus iness for 

importers and exporters.



Customs: Tariff Structure 

Modification

First Schedule Update

Aligns with international trade 

norms.

Harmonizat ion

Ensures cons is t ency with 

global c u s t o m s practices.

Trade  Impact

May affect import dut ies on certain goods .



GST: Input Service 

Distributor (ISD)

Definition Update

I S D can now distribute I T C for 

inter-state suppl ies under reverse 

char ge mechanism.

Section 2(61)

A m e n d e d to include this new 

provision.

I m p a c t

Simpl i f ies I T C distribution for 

bus inesses with mult i -state 

operations.



GST: Unique Identification 

Marking (UIM)

N e w  D e f i n i t i o n

Introduces UIM for track and 

trace mechanism.

Section 2(116A)

Def ines UIM as Q R code,  

barcode, R F ID tag, or serial 

number.

P urpose

E nhances supply chain transparency and r educes tax evasion.



GST: Time of Supply for Vouchers

Old Rule

Taxable at issuance or redemption 

b a s e d on identifiability.

1 2

N e w  R u l e

Taxable only upon redemption.

3

I m p a c t

S impl i f ies taxation of vouchers and 

gif t cards.



GST: ITC on Plant and 

Machinery

Section 17(5)(d)

"Plant or machinery" replaced 

with "plant and machinery".

Retrospective Effect

Clarif ication appl ies from Ǧuly 

1, 2017.

I m p a c t

Affects I T C cla ims on plant and machinery purchases. This amendment

overrules Safar i Retreat.



GST: ITC Reversal on Credit 

Notes

Section 34(2)

Explicit requirement for I T C reversal by recipient on credit  

notes.

Simplif ication

R em oves condi t ion to prove n o n - pas s ing of tax 

incidence.

C o m p l i a n c e

Recipients m us t monitor credit notes carefully.



GST: Input Tax Credit 

Tracking

SECTION 38(2)

R em oves "auto-generated" 

term for I T C statements.

Manual Verification

Allows for manual or s ys t em -

driven verif ication of ITC.

Additional Details

N ew clause (c) enables inclusion of more information in I T C  

statements.



GST: Pre-deposit for Appeals

Ne w  R e q u i r e m e n t

10% pr e- depos i t of penalty 

amount for penalty-only 

appeals.

Section Affected

C h a n g e s apply to S ect ions  

107 and 112.

I m p a c t

D is cour ages frivolous appeals, ensures serious cases.

GST



GST: Track & Trace 

Mechanism

Section 122B

Introduces penalt ies for violating 

track and trace rules.

Section 148A

Establ ishes rules for Unique 

Identif ication Marking (UIM).

I m p a c t

E nhances supply chain integrity 

and tax compliance.



GST: SEZ and FTWZ 

Transactions

Clarification

Warehousing of g o o d s in 

S E Z/F T WZ before export not 

treated as supply.

S c h e d u l e III

Am endm ent to include this 

provision.

Benefits

Simpl i f ies tax treatment for exporters us ing S E Z/F T WZ facilities.



GST: No Refund for 

Retrospective Exemptions

Clause 129

Prohibits refund of tax pa id on 

transact ions later exempted.

Revenue Protect ion

Prevents retrospective claims 

im pact ing government  

revenue.

Taxpayer Impact

N o s c o p e to claim refunds for pas t transact ions now exempted.



Track & Trace: Industries 

Affected

Tobacco & Liquor

H i g h tax evasion risk, mandatory 

Q R c o d i n g in s o m e states.

P h a r m a c e u t i c a l s

C o m b a t s fake medic ines, ensures 

pr oduct authenticity.

Luxury Goods

Addr es s es fraudulent I T C claims 

and under - invoicing.



Track & Trace: Compliance 

Requirements

1 UIM
I m p l e m e n t a t i o n  

E m b e d Q R C o d e , RFID, or 

Serial Num ber on each unit.

2 Digital Records

Maintain m ovem ent and 

invoice records with Č S T N .

3 Supply

C h a i n  

T r a n s p a r e n c

y

Ensure transparency 

through digital verification 

tools.

“ Data Integr ity

Avoid tamper ing or 

misreport ing UIM data to 

prevent penalties.



Track & Trace: Implementation Challenges

1

Initial Cost

Investment in infrastructure like R F ID scanners and bar code systems.

2
Data Security

Protect ing large amounts of m ovem ent and buyer data.

3
Technology Integrat ion

Small bus ines ses may struggle to adopt new systems.



Track & Trace: International Best Practices

European Union (EU)

- Falsif ied Medic ines Direct ive (FMD) requires 2 D bar codes  

on m edic ine packs. - E x c is e Movement C ont r o l S ys t em  

( E M C S ) tracks c r o s s - border alcohol and t o b a c c o  

movements.

United States (US)

- P A C T A c t enforces track € trace for e - cigarettes. - D r ug

S uppl y C ha in Secur ity A c t ( D S C S A ) m andat es electronic

tracing of medic ines .



Track & Trace: Benefits for 

Businesses

Supply C h a i n  Visibility

E nhanced tracking of g o o d s  

m ovem ent and inventory 

management.

C o n s u m e r  t r u s t

Increased pr oduct authenticity 

and brand reputation.

Operational Eff iciency

Improved logist ics and r educed 

counterfeit ing losses.



GST: Impact on E-commerce

TCS O m i s s i on

Removal of T C S on sale of 

g o o d s affects e - c o m m e r c e  

operators.

C o m p l i a n c e  
S i m p l i f i c a t i o n

R educes tax col lect ion burden 

for online marketplaces.

C a s h  Flow

Improves working capital for e - c o m m e r c e sellers.



GST: Impact on MSMEs

ITC Clarification

Clearer rules on I T C for plant

and machinery benefit small

manufacturers.

C o m p l i a n c e  
B u r d e n

Track € trace m echanis m  

may p o s e chal lenges for 

smaller businesses.

Extended Return

L onger window for updat ed returns provides flexibility.



GST: Impact on Service Sector

T i m e of Supply

C h a n g e s in voucher taxation simplify

service-b a s e d businesses.

ITC Tracking

Manual verif ication of I T C may increase

com pl iance efforts.

Appeals

Pre-depos i t for penalty appeals affects

service providers.



GST: Impact on Manufacturing 

Sector

ITC on Plant & 
Machinery

Clarif ication affects capital 

investments in manufacturing.

Track and Trace

N ew compliance 

requirements for specif ic  

manufactured goods .

SEZ/FTWZ Clarity

Simpl i f ies export pr oces s es for manufacturers us ing these zones.



GST: Impact on Import-

Export

C u s t o m  C h a n g e s

N ew self -declaration m echanis m simplif ies import  

procedures.

SEZ/FTWZ Transaction

N o n - taxability of warehousing before export benefits 

traders.

Track & Trace

E nhances credibil ity of Indian exports in global markets.



GST: Technology Integration

UIM I m p l e m e n t a t i o n

Blockchain t echnology for secure track

€ trace systems.

ITC Verification

A I - powered s ys t em s for manual

verif ication of I T C claims.

Data Management

C l o u d - bas ed solutions for stor ing and

a c c e s s i ng Č S T data.



GST: Compliance Calendar 

Update
1

1 Monthly Returns

N o c h a n g e in Č S T R - 1 and Č S T R - 3B fil ing dates.

2 Quarterly Returns

Q R M P s c h e m e cont inues for small taxpayers.

3 Annual  Return

E x t ended timeline for f i l ing updat ed returns up to 48

months.



GST: Dispute Resolution 

Mechanism

Faceless Appeals

Introduct ion of faceless 

appeals for ITAT enhances  

transparency.

Pre-deposi t

N ew rules for penalty appeals

aim to r educe frivolous cases.

Authority  Changes

As s es s ing Off icers now handle certain penalties, streamlining 

process .



GST: Impact on Digital 

Economy

Crypto Reporting

N ew requirements for 

report ing cryptocurrency 

transactions.

E-commerce    

s implif icatio

n

Removal of T C S on g o o d s  

sale benef its online 

marketplaces.

Digital Services

Clarif ications on t ime of supply for digital vouchers and services.



GST: Environmental Impact

Waste Reduction

Track € trace may reduce 

counterfeit g o o d s , decreas ing 

waste.

Digitization

Increased digital com pl iance  

r educes paper usage.

Supply C h a i n  E f f i c i e n c y

Better tracking leads to opt imized 

logist ics, r educ ing carbon 

footprint.



GST: Consumer Protection

P roduct  Authent ic ity

UIM helps cons um er s verify genuine products .

P r ice Transparency

Simpl i f ied tax structure may lead to clearer pricing.

Serv ice Qual ity

Improved com pl iance may enhance overall service 

standards.



GST: International Trade 

Implications

C u s t o m  A l i g n m e n t

Tariff structure modif icat ions

align with global practices.

Export  
Competit iveness

Simpl i f ied S E Z / F T WZ rules

may boos t export growth.

FDI Attraction

Clearer tax rules and track € trace may attract foreign investors.



GST: Future Outlook

1
S h o r t - t e r m  A d j u s t m e n t

Businesses adapt to new com pl iance requirements.

2
M e d i u m - t e r m  E f f i c i e n c y

Improved tax administration and r educed evasion.

3
Long-term Growth

E nhanced bus iness environment attracting investments.



Key Takeaways: Direct Taxes

1 Tax Slab Stability

N o c h a n g e s for F Y 2 0 2 5 - 26, new slabs for F Y 2 0 2 6 -

27.

2 Capital Gains

L T C Č rate increase for FIIs, a l ignment for non-

residents.

3 C o m p l i a n c e s Easing

E x t ended t ime for updat ed returns, T D S / T C S  

simplif ications.

“ Sector-specif ic  Benefits

N P S for minors, startup tax holiday extension, I F S C  

incentives.



Key Takeaways: Indirect 

Taxes

1 GST Simplif ication

Clarif ications on ITC, time 

of supply for vouchers,  

S E Z/F T WZ transactions.

2 Track & Trace

New m echanis m for 

s pec i f ied g o o d s to enhance 

com pl iance and reduce 

evasion.

3 C u s t o m  C h a n g e s

S e l f - declaration 

mechanism, al ignment with 

international norms.

“ Digital Economy

C r ypt o reporting, e -

c o m m e r c e simplif ications,  

technology integration in 

tax administration.



Question??
This writeup/Presentation is for 

Information purpose not to be 

considered as Professional Advice 

from us.
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