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The Union Budget 2026 is anticipated to prioritise prudent 
fiscal management, seamless transitions in the tax regime, 
targeted support for manufacturing and artificial intelli-
gence, and comprehensive reforms to modernise India’s tax 
and trade frameworks. The overarching objective is to 
ensure sustainable growth, enhance global competitive-
ness, and foster an innovation-driven economy. It is imper-
ative that the government, in this Budget, facilitates the 
smooth implementation of the Income Tax Act, 2025, accel-
erates the adoption and development of india - specific AI, 
strengthens the competitiveness of Indian entities in a pro-
tectionist global environment, and intensifies focus on 
research and development, all while maintaining fiscal 
discipline.      .

INTRODUCTION



2. Extension of 15% Concessional Tax for New Manufacturing 
    Firms
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The concessional corporate tax rate of 15% for eligible new manu-

facturing companies was a significant incentive. With the sunset 

clause now expired, it is advisable for the government to extend 

this deadline to reinforce its commitment to manufacturing growth 

and to maintain India’s attractiveness as a global manufactuiing 

hub. 

At Dipen D Shah & Associates, expectations from trade and 
industry for the Union Budget 2026 on INCOME TAX ACT 

2025 have been consolidated as follows:

1. Concessional Tax Regimes for Firms/LLPs

While concessional and alternative tax regimes have been 
introduced for domestic companies, individuals, HUFs, and 
cooperative societies, partnership firms andLLPs continue to 
be taxed at a flat rate of 30%. It is recommended that cor-
responding concessional tax regimes be extended to  firms
and LLPs.



3. Rationalisation of Tax Regimes

4. Advance Tax Payment for Presumptive Schemes

5. Capital Gains Exemption on Agricultural Land
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The dual tax regime structure has led to inefficiencies and in-

creased scrutiny under the old regime. The new regime, with sim-

plified slabs and lower rates, has proven more effective and less 

prone to disputes. It is expected that the government will eventu-

ally phase out the old tax regime, potentially prescribing a sunset 

date for its final doption.

Currently, the option to pay advance tax in a single instalment is 

not uniformly available across all pre-sumptive taxation schemes. 

It is recommended that his flexibility be extended to all eligible  
assessees under the relevant sections.

Sect ion 83 o f the I TA 2025 does not permi t exempt ion i f new 

agr icul tural land is purchased before the sale of the or ig inal 

l a n d . I t i s r e c o m m e n d e d t h a t t h i s r e s t r i c t i o n b e r e m o v e d , 

a l ign ing the p rov i s ion w i th o ther cap i ta l ga ins exempt ions . 
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6. Clarity on Taxation of Virtual Digital Assets (VDA) 

7. Tax Treatment of Crypto ETFs

T h e r e i s a n e e d f o r e x p l i c i t g u i d a n c e o n t h e d e t e r m i n a t i o n 

of the situs of VDAs for taxabi l i ty , part icular ly for non-resident 

assessees. Clear rules would help avoid unnecessary l i t igation 

  a n d  a l i g n  w i t h  i n t e r n a t i o n a l  b e s t  p r a c t i c e s .

The inc lus ion o f B i tco in ETFs and s im i la r i ns t ruments w i th in 

the definit ion of VDAs should be clari f ied. Unti l such inclusion, 

the tax t re a tment o f g a ins f rom these i ns t ruments rema ins 

ambiguous. I t is anticipated that the government wi l l address 

  t h i s  i n  t h e  f o r t h c o m i n g  b u d g e t .

8. Computation of Fair Market Value for Specified Assets

T h e r e i s c u r r e n t l y n o p r e s c r i b e d m e t h o d f o r c o m p u t i n g t h e 

fa i r market va lue o f cer ta in spec i f ied assets , inc lud ing VDAs . 

I t i s recommended that the CBDT be author i sed to p resc r ibe 

such methods to ensu re cons i s tency and reduce ambigu i t y . 

9. Taxability of Capital Gains in JDAs

Clar i ty i s requ i red regard ing the taxab i l i t y o f cap i ta l ga ins 

ar is ing f rom Joint Development Agreements (JDAs) entered 

 i n t o  b y  a s s e s s e e s  o t h e r  t h a n  i n d i v i d u a l s  o r  H U F s .



10. Definition and Scope of "Residual Income"

11. Conversion of Provisional Registration for 
    Charitable Entities

12. TDS on Payments to Partners of Firms

13. Deduction of Tax on Dividends Paid by Non-Cash Modes
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undef ined , c reat ing interpretat ional chal lenges . The budget 

shou ld prov ide a comprehens ive or i l lus t rat ive def in i t ion , o r 

  l i m i t  i t s  a p p l i c a t i o n  t o  e x p l i c i t l y  n o t i f i e d  c a t e g o r i e s .

The process for convert ing provis ional registrat ion to regular 

regist rat ion for char i table ent i t ies that have not commenced 

act iv i t ies is unclear . Object ive evaluat ion cr i ter ia or defer ra l 

of regularisation requirements should be considered to ensure 

  f a i r n e s s  a n d  c o n s i s t e n c y .

Pract ical di f f icult ies have ar isen with the new TDS provis ions 

o n p a y m e n t s t o p a r t n e r s . A m e n d m e n t s a r e r e c o m m e n d e d 

to address issues related to t iming, nature of payments , and 

 c o m p l i a n c e  d e a d l i n e s .  

The current prov is ion speci f ies a negat ive l is t for prohib i ted 

p a y m e n t m o d e s . I t i s r e c o m m e n d e d t h a t a p o s i t i v e l i s t o f 

permiss ib le payment modes be prov ided , in l i ne w i th o ther 

  s t a t u t o r y  p r o v i s i o n s .



Concluding Remarks
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The Union Budget 2026 presents a pivotal opportunity for 
the government to address longstanding concerns and in-
troduce forward-looking reforms that will strengthen India’s 
fiscal framework and economic resilience. By implementing 
the re-commendations outlined above, the government 
can foster a more competitive, transparent, and innova-
tion-driven environment for businesses and individuals 
alike. Clarity in tax provisions, rationalisation of regimes, 
and targeted support for emerging sectors will be instru-
mental in driving sustainable growth and positioning India 
as a global leader in economic development
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