Lower corp
tax for new
units again

PRIYANSH VERMA
Mew Delhi, June 26

THE GOVERNMENT MAY ann-
ounce a new scheme of conces-
sional corporate tax rate fornew
manufacturing units in the
Budget as it wants the private
capex cycle tobe uninterrupted.
The new scheme is likely to be
similar toan earlier one that of-
fered aconcessional rateof 15%
compared with 229 for others,
but ended on March 31,2024,
Since the “old scheme has

NEW SCHEME
T

already ended”, it could not be
extended anofficialsourcesaid. 1,244 firms | 3,508 firms
However,"anew scheme might  opted for the received tax
beannounced’, thepersonsaid,  |ower15%  reliefin FY21
adding that its “detailsarenot  taxratein  under old
yet finalised”. FY20 regime

The ional regime,
withatax rate of 15%,was intr-
oduo an ordi in  which, ced production

September 2019, with effect
from FY20, for domestic manu-
facturing companies, incorpo-
rated post October 1, 2019, and

before the extended sunset
timeline of March 31,2024,
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New manufacturing units
to get concession again

THIS WAS MAINLY done to incen-
tivise manufacturingbyintroducinga
competitive tax regime.
Initially, this benefit was available
fior companies set up and registered
afterOctober1, 2019, and commene-
ing production by March 31,2023,
but was later extended for one more
yeartoMarch 31,2024, toaccount for
delays caused by the pandemic. How-
ever, the interim Budget FY25 did not
extend the scheme any further.
Sumit Singhania, partner, Deloitte
India, said the policy placed India as
oneof the most competitive destina-
tions for global multinationals to set

hub. The schemes will incentivise

new company to incorporate and

up manufacturing hubs "Asamatter  domesticproduction, reducereliance  commence production, they say.
offact Indiahasoneofthemostcom-  onimports and fostera self-sufficient Deloitte’s Singhania said the low
petitive tax regime in the entire Asia  and sustainable economic frame-  tax regime would definitely help
Pacific and evenglobally”he said. work, theysay. manufacturing if the benefit can be

As perofficial data,in FY20,1,244 “The regime shall serveasapow- rolled out*without any sunset date”,
companiesopted for the concessional  erful countermeasure against com-  along with dearer conditions foreki-
taxrate,which doubled to 3,508 com- inginvestment destinations such  gibility and fewer exceptions.
panies in FY21. This surge under- as Gi'ma Iapan,Malayﬁa Vietnam, Gouri Puri, partner, Shardul
scores the perceived benefits by cor- trac tment  Amarchand M ldas & Co, high-
porations’ keen on leveraging the byprﬂdtfmgam!ncﬁhve]md lights thatin the | previous Iepme
schermne swiftly. As per the scheme,  scape,”said Sandeep [hun) the precise definition of “com-
once a company opts the regime, it |~ MEATaxpartner, NangiaAndemsen.  mencement of manufacturing or
retains the benefits (15% tax rate) Experts say the new scheme production’isnotexplicithyspecifisd
without any predefined expiration  should address certain Iﬁmes,whlﬂj inthelaw.Also, the requirement that
petiod,until the government decides awneedu‘lhuaﬂmm the business (who claim the 15%
todiscontinue this benefidalincome  the domestic ingsector  rate)should notresult from splitting
tax regime entirely. is prngm.smely shifting towards up or reconstructing an existing

But since the old sct has b more 1- and process- dri-  business lacks precise clarity. These
d.lsmntr.numd., the new manufactur- | venoperations,whichisanticipated  provisions have been long debated
ing units set up from the current  toboostefficiencyand productivity, under India's tax holiday provisions.
financialyearonwardsareliabletopay ~ the concessional tax regime should  Hence, there is a need to clearly
corporate tas of 22%. 'beexpm:led. to encompass the ser-  define the provisions, she said.

In February, revenue secretary  vicesindustrythat supports techno- Inthe 2019 scheme, several other
Sanjay Malhotra told FE that thecor-  logicalupgrades forsuchautomated  conditions too were applicable to

porate tax rate is very reasonable at
22%, and compared to many other
large economies, it is low. As several
measures, such as PLI {production-
linked incentive), have already been
taken by the government towoo pri-
vate money, it's likely that invest-
mentswill pickup.

However, tax experts say that a
concessional tax scheme, if intro-
duced again,would help India
as a leading global manufacturing

‘benefit from the conc ]

manufacturing, suggested [hun- arpo-
ﬂmnwala_ rate tax rate, such as the company

Also, since turing oper- L allowed touseold plants
ations often require considerable  and machinery (but this rule was
time to set up before they become  relaxed later). Also, the rules stated
fully operational, the new scheme  that thebeneficiarycompany should
should have abroader window, ide-  notbeengaged inanybusinessother
ally spanning at least 5 years, which  than manufacturing or production
would allow global corporations to  ofanyarticleorthing and researchin
plan their India strategy effectively,  relation to, or distribution of, such
suggest experts. A mere one-year  article orthing manufactured or pro-
extensionwould beinsufficientfora  duced byit.



