
 

Highlights of The Finance Bill, 2020 

A. Central Goods and Services Tax Act, 2017 

1. Time period to avail credit in respect of Debit note/s: The proposed amendment seeks 
to provide the last date for availing input tax credit in respect of debit note/s which is to 
be counted from the date of issuance of such debit note/s rather than from the date of 
issuance of the invoice relating to such debit note/s. [Section 16(4)] 

2. Penalty on beneficiary of certain transactions: A new sub-section has been inserted in 
Section 122 to levy penalty equivalent to tax evaded or input tax credit availed or passed 
on the beneficiary of such transactions at whose instances such transactions are 
conducted. [Section 122(1A)] 

3. Punishment for fraudulent availment of input tax credit: Fraudulent availment of 
input tax credit without invoice or bill has been made a cognizable and a non-bailable 
offence under sub-section (1) of Section 69. Further, any person who retains the benefit 
of certain transactions and at whose instance such transactions are consulted shall also be 
liable for punishment. [Section 132(1)] 

4. Retrospective amendment in transitional provision: Retrospective amendment w.e.f. 
01.07.2017 has been introduced in Section 140 to prescribe the time limit and manner of 
availing transitional credit of unavailed credit under the existing laws. [Section 140] 

5. Extension of time limit for issuance of removal of difficulty order: Time limit for 
issuance of removal of difficulty order has been extended from three years to five years 
from the date of the commencement of the Act.[Section 172(1)] 

6. Power to notify time limit and manner for issuance of tax invoice for services & 
supplies: The Central Government has been empowered to notify categories of services 
or supplies in respect of which a tax invoice shall be issued, within such time and in such 
manner as may be prescribed, in addition to the similar power enjoyed by the 
Government in respect of goods. [Section 31(2)] 

7. Cancellation of registration obtained voluntarily: An option has been provided to the 
taxpayers to opt out of the registration under GST which was obtained voluntarily. 
[Section 29(1)(c)] 

8. Extension of period for filing application for revocation of cancellation: The 
jurisdictional Additional Commissioner/ Joint Commissioner have been empowered to 
extend the period for filing application for revocation of cancellation of registration 
obtained under GST by 30 days on sufficient cause being shown by the Applicant and 



 
reasons for such extension are to be recorded in writing. The said period may further be 
extended upto 30 days by the Commissioner. [Section 30(1)(c)] 

9. Amendment in the definition of “Union Territory”: The definition of UT has been 
amended to give effect to the merger of Dadra and Nagar Haveli and Daman and Diu into 
a single Union Territory & recognition of Ladakh as a separate Union Territory.[Section 
2(114) (c) & (d)] 

10. Harmonization of conditions of eligibility for opting the composition scheme: The 
conditions of eligibility for opting the composition scheme have been amended to 
harmonize the same for opting the scheme for goods as well as services.[Section 10(2) 
(b), (c) & (d)] 

11. Form and manner of TDS certificate and waiver of late fee for failure to furnish 
such certificate: The Central Government has been empowered to make rules to provide 
for the form and manner in which a certificate of tax deduction at source shall be issued. 
Further, the late fee levied on the deductor for failure to furnish such certificate to the 
deductee has been omitted. [Section 51(3)& (4)] 

12. Constitution of the Appellate Tribunal for the Union Territories of Jammu & 
Kashmir and Ladakh: Provision has been made under the law to provide for GST 
Appellate Tribunal and its benches for the Union Territories of J&K and Ladakh. 
[Section 109(6)] 

13. Commissioner empowered to issue instructions or directions without approval of the 
Board: The jurisdictional Commissioners have been empowered to issue instructions or 
directions without prior approval of the Board in relation to expenses of special audit 
conducted under Section 66 and extension of time period for bringing back/ supplying 
inputs sent to the premise of job worker within one/three years. [Section 168(2)] 

14. Retrospective amendment to clarify meaning of transfer of business assets: Meaning 
of entries (a) & (b) of Para 4 of Schedule II i.e. Transfer of business assets clarified 
retrospectively w.e.f. 01.07.2017 by omitting the words “whether or not for a 
consideration”. [Para 4 Schedule IV] 

15. Retrospective change in rate of tax: Retrospective exemption has been provided on 
supply of fish meal during 01.07.2017 to 30.09.2019. Further, rate of tax reduced to 12% 
on supply of pulley, wheels and other parts used as parts of agricultural machinery during 
01.07.2017 to 31.12.2018. However, no refund of tax shall be made available for tax 
which has already been collected in respect of such supplies.  



 
16. Retrospective disallowance of refund of compensation cess: Notification No. 3/2019-

Compensation Cess (Rate) dated, 30.09.2019 disallowing the refund of compensation 
cess in case of inverted duty structure for tobacco and manufactured tobacco substitutes 
has been made applicable retrospectively w.e.f. 01.07.2017. 

B. The Customs Law  

1. The amendments in the Customs Act, 1962 shall be made effective from the date of 
Notification of the Finance Act 2020 in the Official Gazette of India.  

2. In the Budget Speech Hon’ble Finance Minister Ms. Nirmala Sitharaman has mentioned 
that undue claims are being made under Free trade Agreement and suitable provisions are 
incorporated in the Customs Act to check them. To Quote: 

“it has been observed that imports under Free Trade Agreement (FTAs) are on 
the rise. Undue claims of FTA benefits have posed threat to domestic industry/. 
Such imports require stringent checks. In this context, suitable provisions are 
being incorporated in the Customs Act. In the coming months we shall review 
rules of origin requirement, particularly for certain sensitive items, so as ensure 
that FTAs are aligned to the conscious direction of our policy.” 

3. In this regard, a new Chapter VAA, Administration of Rules of Origin under Trade 
Agreement, is being introduced in the Customs Act, 1962. The said chapter provides 
mechanism to verify the claim for preferential rate of duty in terms of trade agreements. 
In terms of the proposed Chapter: 

a. The importer is required to comply with various requirements such as submission 
of requisite documents, to make a declaration having sufficient information, etc; 

b. The onus is on the importer to prove the genuineness of his claim for preferential 
rate of duty, in terms of any trade agreement. 

c. Proper officer has been given un-canalised powers to verify the correctness of the 
claims of the importer; 

d. Further, the proper officer has been allowed to refuse the preferential tariff 
treatment without verification in the following cases: 

i. Tariff item is not eligible for preferential tariff treatment 

ii. Complete description of goods is not contained in the certificate of origin 



 
iii. Any alteration in the certificate of origin is not authenticated by the 

Issuing Authority; 

iv. The Certificate of Origin is produced after the period of its expiry     

e. Also, the Proper officer has been allowed to temporarily suspend the preferential 
tariff treatment to such goods and even disallow the claim, by recording reasons 
in writing; 

f. That chapter VAA further provides that the manner of implementation of the said 
chapter would be provided by way Rules or Regulations to be notified by the 
Central Government. 

4. The bare reading of the provisions of chapter VAA suggests that it runs contrary to the 
speech of the Finance Minister, wherein she has emphasized that the Government is 
bound to implement measures for bringing ease of compliance and minimum human 
intervention.  

5. Further, new section 51B has been inserted to provide creation of an electronic credit 
duty ledger (EDCL) in the custom’s system. The duty credit available in EDCL may be 
used:  

(a) By the person to whom it is issued or the person to whom it is transferred. 

(b) Towards making payment of duties payable under this Act or under the Customs 
Tariff Act. 

6. The suitable Notification/Rules/Regulations will be issued by the Central Government for 
providing the manner of putting in effect the said section. 

7. The proposal to insert Section 51B seems to be is in line with making the system 
digitalized and automated.  

8. Further, as per the Speech of the Finance Minister and also the Notification issued under 
the Customs Act, numerous Custom exemptions that have become outdated and hence, 
they have been withdrawn. 

The Customs Tariff Act, 1975 

9. Section 8B of the Custom Tariff Act has been substituted for the purpose of enhancing 
the scope relating to safeguard measures. Earlier, under the old Section 8B, the Central 
Government was only empowered to impose safeguard duty. However, the substituted 
Section 8B allows the Central Government to impose the safeguard measures where the 



 
Central Government is satisfied that any article is imported in India in such increased 
quantity and under such condition so as to cause or threaten to cause serious injury to 
domestic industry.  

10. Safeguard Measures shall include: 

(a) Imposing of Safeguard duty; 

(b) Application of tariff rate Quota; 

(c) Or such other measures. 

Health Cess 

11. A new chapter V of Finance Bill, 2020 has been introduced to impose Health Cess, a duty 
which shall be collected by the Union and will be considered as the duty of Customs. 

12. Health Cess shall be levied on the goods specified in fourth Schedule at the rate Specified 
therein. 

13. The purpose for collecting Health Cess is financing the health infrastructure and services. 

14. The value for the purpose of collecting the Health Cess shall be calculated in the same 
manner as the value calculated for the purpose of Customs duty under Customs Act. 

15. That a Notification bearing notification no. 8/2020 has been issued to exempt specified 
goods from Health Cess. 

16. Further, the provisions of the Customs Act including Rules, Regulations and 
Notifications issued thereunder shall mutatis mutandis apply in respect of Health Cess.  

Anti-Dumping  

17. The Finance Minister in her Budget Speech also stated that the provisions for checking 
dumping of goods and imports of subsidized goods are also being strengthened for 
ensuring a level playing field for domestic industry. Hence, accordingly certain 
amendments have been brought by way of Notification No. 09/2020-Customs (N.T.) and 
Notification no. 10/2020-Customs (N.T.) which have introduced amendments in Customs 
Tariff (Identification, Assessment and Collection of Anti-dumping Duty on Dumped 
Articles and for Determination of Injury) Rules, 1995. 

  



 
C. Income Tax- Select Changes  

1. Vivad Se Vishwas Scheme:  

In order to end litigation at various forums under the Income Tax Act, the Government 
has proposed a scheme “Vivad Se Vishwas Scheme”. The Hon’ble Finance Minister in 
her budget speech has announced that under this scheme on payment of disputed tax upto 
31st March, 2020, interest and penalty shall be waived. Further, on payment some 
additional amount along with tax up to 30.06.2020, interest and penalty shall be waived. 
The scheme is yet to be notified.  

2. Electronic Proceedings under the Income Tax Act: 

With a motive of improving effectiveness of tax administration and to impart greater 
efficiency, transparency and accountability to assessment process, various proceedings of 
the income tax Act such as best judgments assessment, first appeal before Commissioner 
(Appeals), penalty proceedings etc. is now proposed to be done electronically without 
any face to face interaction.   

3. Tax Audit under Income Tax Act (44AB):  

A person who has 95% of all receipts and payments through Banks, and having total sales 
turnover/gross receipts less than Rs.5 Crores, shall not be required to get audit under 
Income Tax Act.  

ALA Comments: 

It seems to be a good incentive for MSMEs from this budget. It also encourages 
transactions through banking channels rather than in cash. In these cases, since all 
transactions will be from banking channels it would be easier for tax authorities to 
scrutinize and verify the income and expenditure.   

4. Benefit for start-ups companies:  

a. Presently the start-ups incorporated in between 01.04.2016 to 01.04.2021 and having 
turnover not exceeding Rs. 25 Crores shall be eligible to claim exemption from 
income tax on their income for 3 consecutive years out of 7 years from previous year 
in which it is incorporated. The same has been widened by increasing the turnover 
limit up to Rs. 100 Cores and it can be availed for 3 consecutive year out of the 10 
years from previous year in which it is incorporated. 

b. ESOP to employees by start-ups: 

Start-ups offers ESOPs to employ talents at relatively low salary. Currently ESOPs 
are taxed as perquisite from salary at the time of exercise of option and as income 
from capital gain at the time of sale. Now, it is proposed to defer the time period for 
taxation on ESOPs.  



 
 

5. Optional New Tax Regime for Individuals/ HUFs 

In the earlier budget the Hon’ble Finance Minister had announced that instead of bringing 
the Direct Tax Code (DTC) the Government shall simplify Income Tax Act, 1961 by 
introducing necessary amendments. As a step towards it, a new tax regime has been 
introduced in the Finance Bill, 2020 for individual and HUFs. An Optional Tax regime is 
introduced for the individual/ HUF as under: 

Total Income (Rs) Existing Tax Rates  Tax Rates available as 
option* 
 

Upto 2,50,000 Nil Nil 
 

From 2,50,001 to 5,00,000 5% 5 per cent. 
 

From 5,00,001 to 7,50,000 20% 10 per cent. 
 

From 7,50,001 to 10,00,000 20% 15 per cent. 
 

From 10,00,001 to 12,50,000 30% 20 per cent. 
From 12,50,001 to 15,00,000 30% 25 per cent. 

 
Above 15,00,000 30% 30 per cent 
* The Rates available under new regime is provided subject to the conditions that tax payers 
shall not be eligible for certain deductions such as Leave travel concession (LTC), House 
rent allowance (HRA), Special Allowances, Interest on home loans, Deductions under 
Chapter VIA such as 80C (Insurance, School fees, Principal amount of home loans, etc.), 
80D(Medical Insurance), 80G(Donation), 80TTA(Interest from saving bank) etc. Further, set 
off of any loss under head house property with any other head of income, carry forward of 
loss or depreciation etc., shall not be allowed.  

 

Facility of Pre-filled tax returns for individual/HUF opting the new regime of tax.  

ALA Comments: 

Although, new tax regime is a good incentive for the individual/ HUF tax payers, 
however, it is advisable to analyze the benefit of the new regime for assesses who are 
presently claiming these deductions.  
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