
Executive summary
On 11 December 2019, the President of India approved the Taxation Laws 
(Amendment) Bill, 2019 (Amendment Bill) to repeal and replace the Taxation 
Laws (Amendment) Ordinance, 2019 (Ordinance) passed by the Government in 
September 20191 which significantly reduced the corporate income tax rate for 
certain Indian companies.

Detailed discussion
The Ordinance provided for a major reduction in corporate income tax (CIT) 
rates for existing companies (22%)2 and new manufacturing companies (15%),3 
subject to certain conditions. The Ordinance also implemented the withdrawal 
of the higher surcharge for non-corporate entities on certain capital market 
transactions,4 and provided an exemption from the share buyback tax for listed 
Indian companies that publicly announced share buybacks on or before 5 July 
2019 but had not completed the share buyback by that date.

The Amendment Bill, which has now become an Act (Amendment Act), is 
largely in line with the Ordinance, with the following key amendments:
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Existing Indian companies applying the 22% CIT 
rate
•	Unused Minimum Alternate Tax credits from prior years 

will not be creditable against tax payable under the 22% 
CIT rate.

•	The failure to comply with the conditions in any tax year 
will result in the denial of the 22% CIT rate for the tax year 
of failure and all subsequent tax years.

New Indian manufacturing companies applying 
the 15% CIT rate
•	Certain businesses are excluded from the reduced CIT rate 

(e.g., computer software development, mining).

•	Income derived from non-manufacturing activities will be 
taxed at 22%.5

•	Short-term capital gains (from assets that are not 
depreciable for tax purposes) will be taxed at 22%.6

•	Any profits which are deemed to be in excess of an arm’s-
length amount7 will be taxed at 30%.8

•	The failure to comply with the conditions in any tax year 
will result in the denial of the 15% CIT rate for the tax year 
of failure and all subsequent tax years, however companies 
can opt to apply the 22% CIT rate subject to certain 
conditions.

Reduced surcharge on capital market transactions 
for foreign portfolio investors (FPIs)
•	The reduced surcharge applicable to capital market 

transactions undertaken by FPIs applies irrespective of 
the status of the FPI (including for individuals and artificial 
juridical persons).

As these amendments have the potential to limit the scope 
of the CIT rate reduction in a significant manner, critical 
evaluation of the Amendment Act by taxpayers is required.

Endnotes
1.	 See EY Global Tax Alert, India reduces tax rates for Indian Companies, dated 25 September 2019.

2.	 Effective tax rate of 25.17% including peak surcharge and cess.

3.	 Effective tax rate of 17.16% including peak surcharge and cess.

4.	 Announced on 24 August 2019.

5.	 Effective tax rate of 25.17% including peak surcharge and cess.

6.	 Effective tax rate of 25.17% including peak surcharge and cess.

7.	 Derived from transactions with parties having a close connection with the taxpayer.

8.	 Effective tax rate of 34.32% including peak surcharge and cess.

https://globaltaxnews.ey.com/news/2019-6179-india-reduces-tax-rates-for-indian-companies


Global Tax Alert 3

For additional information with respect to this Alert, please contact the following:

Ernst & Young LLP (India)
•	 Pranav Sayta, National Leader, International Tax and Transaction Services	 pranav.sayta@in.ey.com
•	 Rajendra Nayak, National Leader, International Corporate Tax Advisory	 rajendra.nayak@in.ey.com

Ernst & Young LLP (United States), India Tax Desk, New York
•	 Roshan Samuel	 roshan.samuel1@ey.com
•	 Chintan Gala	 chintan.gala@ey.com
•	 Arpita Khubani	 arpita.khubani@ey.com

Ernst & Young LLP (United States), India Tax Desk, San Jose
•	 Archit Shah	 archit.shah@ey.com

Ernst & Young Solutions, India Tax Desk, Singapore
•	 Gagan Malik	 gagan.malik@sg.ey.com

Ernst & Young LLP (United Kingdom), India Tax Desk, London
•	 Amit B Jain	 amit.b.jain1@uk.ey.com

Ernst & Young LLP (United States), Asia Pacific Business Group, New York
•	 Chris Finnerty	 chris.finnerty1@ey.com
•	 Kaz Parsch	 kazuyo.parsch@ey.com
•	 Bee Khun Yap	 bee-khun.yap@ey.com



EY | Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction 
and advisory services. The insights and quality 
services we deliver help build trust and confidence 
in the capital markets and in economies the world 
over. We develop outstanding leaders who team to 
deliver on our promises to all of our stakeholders. 
In so doing, we play a critical role in building a better 
working world for our people, for our clients and for 
our communities.

EY refers to the global organization, and may refer to 
one or more, of the member firms of Ernst & Young 
Global Limited, each of which is a separate legal entity. 
Ernst & Young Global Limited, a UK company limited 
by guarantee, does not provide services to clients. 
For more information about our organization, please 
visit ey.com. 

© 2019 EYGM Limited. 
All Rights Reserved.

EYG no. 005893-19Gbl

1508-1600216 NY 
ED None

This material has been prepared for general informational 
purposes only and is not intended to be relied upon as 
accounting, tax, or other professional advice. Please refer 
to your advisors for specific advice.

ey.com


