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172. In order to ensure that employees’ contributions are deposited on 
time, I reiterate that the late deposit of employee’s contribution by the 
employer will not be allowed as deduction to the employer. 
 
Incentives for Start-ups 
173. In order to incentivise  start-ups in the country, I propose to extend 
the eligibility for claiming tax holiday for start-ups by one more year - till 
31st March, 2022. Further, in order to incentivise funding of the start-ups, I 
propose to extend the capital gains exemption for investment in start-ups 
by one more year - till 31st March, 2022. 

Indirect Tax Proposals 

GST  

174. Before I come to my Indirect Tax proposals, I would like to appraise 
the House on GST. The GST is now four years old, and we have taken several 
measures to further simplify it. Some of the measures include: 

i. nil return through SMS,  
ii. quarterly return and monthly payment for small taxpayers,  
iii. electronic invoice system,  
iv. validated input tax statement,  
v. pre-filled editable GST return, and  

vi. staggering of returns filing.  

The capacity of GSTN system has also been enhanced.  We have also 
deployed deep analytics and Artificial Intelligence to identify tax evaders 
and fake billers and launched special drives against them.  

175. The results speak for themselves. We have made record collections 
in the last few months. 
 
176. The GST Council has painstakingly thrashed out thorny issues. As 
Chairperson of the Council, I want to assure the House that we shall take 
every possible measure to smoothen the GST further, and remove 
anomalies such as the inverted duty structure. 

 

Custom Duty Rationalization 
177. Our Custom Duty Policy should have the twin objective of promoting 
domestic manufacturing and helping India get onto global value chain and 
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export better. The thrust now has to be on easy access to raw materials and 
exports of value added products. 
 
178. Towards this, last year, we started overhauling the Customs Duty 
structure, eliminating 80 outdated exemptions.  I also thank everyone who 
responded overwhelmingly to a crowd-sourcing call for suggestions on this 
revamp. I now propose to review more than 400 old exemptions this year.  
We will conduct this through extensive consultations, and from 1st October 
2021, we will put in place a revised customs duty structure, free of 
distortions. I also propose that any new customs duty exemption 
henceforth will have validity up to the 31st March following two years from 
the date of its issue. 

 

Electronic and Mobile Phone Industry 

179. Domestic electronic manufacturing has grown rapidly. We are now 
exporting items like mobiles and chargers. For greater domestic value 
addition, we are withdrawing a few exemptions on parts of chargers and 
sub-parts of mobiles. Further, some parts of mobiles will move from ‘nil’ 
rate to a moderate 2.5%.  
 

Iron and Steel 

180. MSMEs and other user industries have been severely hit by a recent 
sharp rise in iron and steel prices.  Therefore, we are reducing Customs duty 
uniformly to 7.5% on semis, flat, and long products of non-alloy, alloy, and 
stainless steels. To provide relief to metal re-cyclers, mostly MSMEs, I am 
exempting duty on steel scrap for a period up to 31st March, 2022.  Further, 
I am also revoking ADD and CVD on certain steel products. Also, to provide 
relief to copper recyclers, I am reducing duty on copper scrap from 5% to 
2.5%. 
 

Textile 

181. The Textiles Sector generates employment and contributes 
significantly to the economy. There is a need to rationalize duties on raw 
material inputs to manmade textiles.  We are now bringing nylon chain on 
par with polyester and other man-made fibers. We are uniformly reducing 
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the BCD rates on caprolactam, nylon chips and nylon fiber & yarn to 5%. 
This will help the textile industry, MSMEs, and exports, too. 
 

Chemicals  

182. We have calibrated customs duty rates on chemicals to encourage 
domestic value addition and to remove inversions.  Apart from other items, 
we are reducing customs duty on Naptha to 2.5% to correct inversion. 

Gold and Silver 

183. Gold and silver presently attract a basic customs duty of 12.5%. 
Since the duty was raised from 10% in July 2019, prices of precious metals 
have risen sharply. To bring it closer to previous levels, we are rationalizing 
custom duty on gold and silver.  
 

Renewable Energy 

184. In Part A, we have already acknowledged that solar energy has huge 
promise for India. To build up domestic capacity, we will notify a phased 
manufacturing plan for solar cells and solar panels. At present, to encourage 
domestic production, we are raising duty on solar invertors from 5% to 20%, 
and on solar lanterns from 5% to 15%. 
 

Capital Equipment and Auto Parts 

185. There is immense potential in manufacturing heavy capital 
equipment domestically. We will comprehensively review the rate structure 
in due course. However, we are revising duty rates on certain items 
immediately.  We propose to withdraw exemptions on tunnel boring 
machine. It will attract a customs duty of 7.5%; and its parts a duty of 2.5%. 
We are raising customs duty on certain auto parts to 15% to bring them on 
par with general rate on auto parts.  

MSME Products 

186. We are proposing certain changes to benefit MSMEs. We are 
increasing duty from 10% to 15% on steel screws and plastic builder wares. 
On prawn feed we increase it from 5% to 15%. We are rationalizing 
exemption on import of duty-free items as an incentive to exporters of 
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garments, leather, and handicraft items. Almost all these items are made 
domestically by our MSMEs. We are withdrawing exemption on imports of 
certain kind of leathers as they are domestically produced in good quantity 
and quality, mostly by MSMEs. We are also raising customs duty on finished 
synthetic gem stones to encourage their domestic processing. 
 

Agriculture Products 

187. To benefit farmers, we are raising customs duty on cotton from nil 
to 10% and on raw silk and silk yarn from 10% to 15%. We are also 
withdrawing end-use based concession on denatured ethyl alcohol. 
Currently, rates are being uniformly calibrated to 15% on items like maize 
bran, rice bran oil cake, and animal feed additives. 
 
188.  There is an immediate need to improve agricultural infrastructure 
so that we produce more, while also conserving and processing agricultural 
output efficiently. This will ensure enhanced remuneration for our farmers. 
To earmark resources for this purpose, I propose an Agriculture 
Infrastructure and Development Cess (AIDC) on a small number of items. 
However, while applying this cess, we have taken care not to put additional 
burden on consumers on most items. 

 

Rationalization of Procedures and Easing of Compliance  

189. For their judicious application, we propose certain changes in the 
provisions relating to ADD and CVD levies. To complete Customs 
investigations, we are prescribing definite timelines. In 2020, we rolled out 
the Turant Customs initiative, which brought in Faceless, Paperless, and 
Contactless Customs measures. With effect from September 2020, we have 
implemented a new procedure for administration of Rules of Origin. This 
has helped in putting a check on misuse of FTAs. 
 
190. The specific details of direct and  indirect tax changes proposed are 
listed in the Annexure to my speech. 
 
191. Mr. Speaker Sir, with these words I commend the Budget to this 
august House. 
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ANNEXURE TO THE BUDGET SPEECH 

A. LEGISLATIVE CHANGES IN CUSTOMS AND CENTRAL EXCISE: 

1. Major Amendments in the Customs Act, 1962: 

S. No. Amendment 

A. Reduce dwell time and EoDB (Trade facilitation) 

1. It is proposed to mandate filing of bills of entry before the end of day 
preceding the day of arrival of goods (Section 46).  

2. It is proposed to allow the specified amendments by importer/exporter 
on self-amendment basis. Hitherto all amendments were to be 
approved by the officer. (Section 149).   

3. To encourage paperless processing, it is proposed to recognize the use 
of common portal to serve notice, order etc and the portal to act as a 
one-point digital interface for the trade to interact with the Customs.  

B. Efficiency and accountability   

1 It is proposed to add a new provision in law to prescribe that all 
conditional exemptions, unless otherwise specified or varied or 
rescinded, given under Customs Act shall come to an end on 31st March 
falling immediately two years after the date of such grant or variation. 
(Section 25 of the Customs Act). 

2. It is proposed to introduce a new section 28BB to prescribe a definite 
time-period of two years subject to certain exceptions, for completion 
of investigations.  

C. Improving tax compliance 

1. A new provision is being proposed that any goods entered for 
exportation making wrongful claim of remission or refund shall be liable 
to confiscation [sub-section (ja) is being added to section 113 of the 
Customs Act].  

2. A new provision is being inserted in the Customs Act (section 114AC) to 
prescribe penalty in specific case where any person claims refund of tax 
or duty discharge, using fraudulent invoices, on exports of goods.  

E. Disposal of seized gold 

1. Section 110 of the Customs Act is proposed to be amended to revise 
the procedure for pre-trial disposal of seized gold for expediting such 
disposals 
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2. Amendments to the Customs Tariff Act, 1975: 

 S. No. Amendment 

A Amendment in First Schedule to the Customs Tariff Act, 1975 

1. 
The first schedule to the Customs Tariff Act is being proposed to be 
amended in accordance with HSN 2022 amendments. These changes 
shall come into effect from 01.01.2022. 
Besides certain new tariff lines are being created  

B Amendment in the provisions relating to Anti-Dumping Duty (ADD), 
Countervailing Duty (CVD), and Safeguard Measures  

1. 

It is being proposed to make the following amendments in the provision 
relating to ADD, CVD [ section 9, 9A of the Customs Tariff Act and 
respective Rules] to provide for: 
(i) imposition of duty from the date of initiation of anti-
circumvention investigation; 
(ii) anti-absorption provisions;   
(iii) imposition of these duties on review for period upto 5 years at 
a time; 
(iv) uniform provisions for imposition ADD/CVD on account of 
inputs (attracting ADD or CVD) used by EoUs and SEZs for manufacture 
of goods that are cleared to Domestic Tariff Area; 
(v) whenever any particular ADD or CVD is temporarily revoked, 
such temporary revocation shall not exceed one year at a time; 
(vi) final findings are to be issued in ADD/CVD, in investigation in 
review proceedings, by the designated authority, at least three months 
prior to expiry of the ADD under review (with effect from the 1st Jul, 
2021); 
Amendment at S. No. (vi) is being made in respective Rules and rest of 
the other changes are being made in the Customs Tariff Act.  

2. 
The Safeguard Rules are being amended to provide for the manner and 
procedure for causing investigation into the cases of imports in 
increased quantity that cause injury to domestic industry for imposition 
of Safeguard TRQs. 

 
3. Amendments to the Central Excise Act, 1944: 

1.  Addition of new tariff lines consequent to review of Harmonised 
System of Nomenclature (HSN) by World Customs Organisation. 
 A few minor changes in the schedule of clarificatory nature are 
being made. 

4. Amendments in Customs Rules: 
The Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017 [IGCR] 
are being made so as a trade facilitation measure to allow: 
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 job-work on the materials (except precious metals) imported under IGCR 

 clearance of imported capital goods imported under IGCR on payment of 
customs duty on the depreciated value.  
B. Customs duty rate changes 
1. Changes in basic customs duty for creating level playing field for the 
benefit of farmer, MSME and other domestic manufacturers [with effect from 
02.02.2021]: 

S.No
. 

Category  Specific items 
Rate of Duty 

From To 
1. Agricultural 

products 
and fishery 
sector 

Cotton 0 5%* 
Cotton waste Nil 10% 
Raw Silk (not thrown) and silk yarn 
/yarn spun from silk waste 

10% 15% 

Denatured ethyl alcohol (ethanol) for 
manufacture of excisable goods 

2.5% 5% 

Prawn Feed 5% 15% 
Fish feed in pellet form 5% 15% 
Flours, meals and pellets of fish, 
crustaceans, molluscs or other 
aquatic invertebrates 

5% 15% 

Maize Bran Nil 15% 
De-oiled rice bran cake Nil 15% 

2. Chemicals Carbon Black 5% 7.5% 
Bis-phenol A Nil 7.5% 
Epichlorohydrin 2.5% 7.5% 

3. Plastics Builder’s ware of plastic, not 
elsewhere specified or included  

10% 15% 

Polycarbonates 5% 7.5% 

4. Leather Wet blue chrome tanned leather, 
crust leather, finished leather of all 
kinds, including their splits and slides 

Nil 10% 

5. Gems and 
Jewellery 

Cut and Polished Cubic Zirconia 7.5% 15% 
Synthetic Cut and Polished Stones 7.5% 15% 

6. Capital 
Goods and 
Machinery 

Tunnel Boring Machines Nil 7.5% 
Parts and components for 
manufacture of Tunnel Boring 
Machines 

Nil 2.5% 

7. Auto Sector Specified auto parts like ignition 
wiring sets, safety glass, parts of 
signaling equipment, etc. 

7.5%/ 
10% 

15% 

8. Metal 
products 

Screws, Nuts, etc.  10% 15% 

 * Also, to attract Agriculture Infrastructure and development Cess at the rate of 5% 

 
 



56 
 
2. Changes in Customs duty to promote value addition in the Electronics 
Sector [with effect from 2.2.2021, unless specified otherwise].  
 

S.No. Description  From  To 
1. Inputs, parts or sub-parts for manufacture of specified 

parts of mobile phones, including: 
 (1) Printed Circuit Board Assembly (PCBA)  
(2) Camera module 
(3) Connectors  
[To apply with effect from 01.04.2021] 

 
 

0 
0 
0 

 
 

2.5% 
2.5% 
2.5% 

2. Printed Circuit Board Assembly [PCBA] and Moulded 
Plastic, for manufacture of charger or adapter 

10% 15% 

3. Inputs and parts [other than PCBA and moulded 
plastic] of mobile charger 

Nil 10% 

4. Inputs, Parts and Sub-parts [other than PCBA and Li-
ion Cell] for manufacture of Lithium-ion battery and 
battery pack [w.e.f. 01.04.2021] 

0 2.5% 

5. Compressor of Refrigerator/Air Conditioner 12.5% 15% 
6. Specified insulated wires and cables  7.5% 10% 
7. Specific parts of transformer such as Bobbins, 

brackets, wires, etc.  
Nil Applicable 

Rate 
8. Inputs and parts of LED lights or fixtures including LED 

Lamps 
5% 10% 

9. Solar Inverters 5% 20% 
10. Solar lanterns or solar lamps 5% 15% 

 
3. Changes in Customs duty raw materials and inputs used by Domestic 
Manufacturers for reducing cost of inputs and correction of inverted duty 
structure: 
 

S. No. 
Inputs/Raw 

materials 
(for Sector) 

Specific Items 
Rate of duty 

From To 

1. Petrochemical 
industry 

Naphtha 4% 2.5% 

2. Textile 
industry 

Caprolactam 7.5% 5% 

Nylon Chips 7.5% 5% 

Nylon fibre and yarn  7.5% 5% 

3. Ferrous and 
Non-Ferrous 
Metals 

Iron and Steel melting scrap, including 
stainless steel scrap [upto 31.3.2022]  

2.5% Nil 

Primary/Semi-finished products of non-
alloy steel 

10% 7.5% 

Flat products of non-alloy and alloy-steel 10%/ 
12.5% 

7.5% 

Long products of non-alloy, stainless and 
alloy steel 

10% 7.5% 
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Raw materials used in manufacture of 
CRGO Steel 

2.5% Nil 

Copper Scrap 5% 2.5% 

6. Aviation 
Sector 

Components or parts, including engines, 
for manufacture of aircrafts by Public 
Sector Units of Ministry of Defence 

2.5% 0% 

7. Precious 
Metals  

Gold and silver* 12.5% 7.5%* 
Gold dore bar* 11.85% 6.9%* 
Silver dore bar* 11% 6.1%* 
Platinum, Pallidum, etc. 12.5% 10% 
Gold/silver findings 20% 10% 
Waste & Scrap of Precious Metals 12.5% 10% 
Spent Catalyst or ash containing precious 
metals 

11.85% 9.2% 

Precious Metal Coins 12.5% 10% 
 8 Animal 

Husbandry 
Feed additives or pre-mixes 20% 15% 

* Also, to attract Agriculture Infrastructure and development Cess at the rate of 2.5% 

4.   BCD rates has been reduced on following items with imposition of Agriculture 
Infrastructure and Development Cess on these so that overall consumer does not 
bear additional burden on most of the items. The revised rate of basic customs 
duty on such items shall be as follows: 
       

Item Revised basic customs duty 
rate* 

Apple 15% 

Alcoholic beverages falling in Chapter 22 50% 

Crude edible oil (Palm, Soyabean, sunflower) 15% 

Coal, lignite and peat 1% 

Specified fertilizers (Urea, MoP, DAP) 0% 

Ammonium nitrate 2.5% 

Peas, kabuli chana, Bengal gram, lentils 10% 

* refer to part C for Agriculture Infrastructure and Development Cess rates on these items 
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5.      Consequent to imposition of Agriculture Infrastructure and Development Cess 
(AIDC) on petrol and diesel, the Basic excise duty (BED) and Special Additional 
Excise Duty (SAED) rates have been reduced on them so that overall consumer 
does not bear any additional burden. Consequently, unbranded petrol and diesel 
will attract basic excise duty of Rs 1.4, and Rs 1.8 per litre respectively. The SAED 
on unbranded petrol and diesel shall be Rs 11 and Rs 8 per litre respectively. 
Similar changes have also been made for branded petrol and diesel. Refer to part C 
for Agriculture Infrastructure and Development Cess rates on these items 
 
6. Rationalization of exemptions 

S. No. 
Category of 

goods 
Specific items From To 

1. Minerals Natural borates and concentrates 
thereof 

Nil/5% 2.5% 

2. Chemicals Methyl Diphenyl Isocyanate (MDI) 
for the manufacture of spandex yarn 

Nil 7.5% 

3. Items allowed to 
be imported 
duty free based 
on export 
performance in   
handicrafts, 
garments and 
leather 

Certain duty-free imports of items 
like motif, glue, veneer, polish, 
hooks, rivets, button, Velcro, 
chaton, badges, beads, sewing 
thread etc, on the basis of export 
made in the previous financial year, 
are allowed to handicraft, garments 
and leather exporters.  

An end date of 31.3.2021 is being 
provided for these concessions. 

Nil Applicable 
rate 

 

7. Revocation / Temporary Revocation / Discontinuance of Anti-Dumping 
Duty and Countervailing Duty 

S. No. Specific Items  

1.  Anti-Dumping duty is being temporarily revoked for the period 
commencing from 2.2.2021 till 30.09.2021, on imports of the 
following- 

(a) Straight Length Bars and Rods of alloy-steel, originating in or 
exported from People’s Republic of China, imposed vide notification 
No. 54/2018-Cus (ADD) dated 18.10.2018; 
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(b) High Speed Steel of Non-Cobalt Grade, originating in or 
exported from Brazil, People’s Republic of China and Germany, 
imposed vide notification No. 38/2019-Cus (ADD) dated 25.09.2019; 
(c) Flat rolled product of steel, plated or coated with alloy of 
Aluminium or Zinc, originating in or exported from People’s Republic 
of China, Vietnam and Korea RP, imposed vide notification No. 
16/2020-Cus (ADD) dated 23.06.2020. 

2.  Countervailing duty is being temporarily revoked for the period 
commencing from 2.2.2021 till 30.09.2021, on imports of Certain Hot 
Rolled and Cold Rolled Stainless Steel Flat Products, originating in or 
exported from People’s Republic of China, imposed vide notification 
No. 1/2017-Cus (CVD) dated 7.09.2017. 

3.  Provisional Countervailing duty is being revoked on imports Flat 
Products of Stainless Steel, originating in or exported from Indonesia, 
imposed vide notification No. 2/2020-Customs (CVD) dated 9.10.2020. 

4.  In Sunset Review, anti-dumping duty on Cold-Rolled Flat Products of 
Stainless Steel of width 600 mm to 1250 mm and above 1250 mm of 
non bonafide usage originating in or exported from People’s Republic 
of China, Korea RP, European Union, South Africa, Taiwan, Thailand 
and United States of America has been discontinued upon expiry of 
the anti-dumping duty hitherto leviable vide notifications no. 61/2015-
Customs (ADD) dated 11th December, 2015 and 52/2017-Customs 
(ADD) dated 24th October, 2017. 

 

8. Other miscellaneous changes 

S. No. Category of 
Goods 

Specific Items 

1.  Miscellaneous Exemption to temporary imports of costumes and 
props by film-makers.  

Exemption to all items of machinery, instruments, 
appliances, components or auxiliary equipment for 
setting up of solar power generation projects is being 
rescinded [ Notif No.  1/2011-Cus] 

2. Project 
Imports 

Benefit is being extended to All High-Speed Railway 
projects 

3. IT/Electronics Concessional rate of BCD on ink cartridges, ribbon 
assembly, ribbon gear assembly, ribbon gear carriage, 
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for use in printers for computers is being withdrawn. 
4. Toys Existing entries in exemption notification which 

provide concessional BCD rate on various parts of 
electronic toys, is being consolidated in a single entry 
and a revised BCD rate of 15% is being prescribed for 
the said new entry. 

3. End use-based 
exemptions to 
be have 
condition of 
IGCR in lieu of 
existing 
miscellaneous 
conditions. 

A number of cumbersome conditions in customs 
exemptions are now being replaced by the 
requirement of observance of Import of Goods at 
Concessional rate (IGCR).  This will simplify and 
standardized the compliance requirement for end 
use-based exemptions.   

 
 
C.  Imposition of Agriculture Infrastructure and Development Cess on specified 
goods [w.e.f. 2.2.2021] 
An Agriculture Infrastructure and Development Cess has been proposed on 
specified goods, as below: 
 
(A) On customs side 
 

Items  
Proposed cess 

(Customs) 

Gold, Silver and dore bars 2.5% 

Alcoholic beverages (falling under chapter 22) 100% 

Crude palm oil 17.5% 

Crude soyabean and sunflower oil 20% 

Apples 35% 

Coal, lignite and peat 1.5% 

Specified fertilizers (Urea etc) 5% 

Peas 40% 

Kabuli Chana 30% 

Bengal Gram/Chick peas 50% 

Lentil (Mosur) 20% 

Cotton (not carded or combed) 5% 

  
For basic customs duty rates on these items refer to part B. Overall there would be 
no additional burden on the consumer on most of these items. 
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(B) On excise side:  
An agriculture Infrastructure and Development Cess (AIDC) of ` 2.5 per litre has 
been imposed on petrol and ` 4 per litre on diesel. For other duties and cess, as 
revised, consequent to imposition of AIDC) on these items refer to part B. Overall 
there would be no additional burden on the consumer. 
 
E. Social Welfare Surcharge (SWS) 
 

1. 

a. Notification No. 12/2018-Customs dated 2.2.2018 is being 
rescinded to keep only one SWS rate of 10% for all goods. 
b. The SWS on Agriculture Infrastructure and Development Cess is 
being exempted for Gold and Silver.  

 
F.  Miscellaneous changes in Central Excise: 
 

1. Blended Fuel:  

M-15 Petrol and E-20 
Petrol 

Exemptions from cesses and surcharges on 
the lines of other blended fuels (like E-5 and 
E-10) if these blended fuels are made of duty 
paid inputs 

 
G.          Legislative Changes in the provisions of Central GST Act, 2017 (CGST Act) 
and Integrated GST Act, 2017 (IGST Act):  

Certain changes have been in the CGST Act and the IGST Act on the basis of 
recommendations made by the GST Council. These changes will come into effect 
from the date when the same will be notified, as far as possible, concurrently with 
the corresponding amendments to the similar Acts passed by the States & Union 
territories with legislature.  

These includes measures for  

(i) facilitating taxpayers, such as remove the mandatory requirement of 
getting annual accounts audited and reconciliation statement, filing of the annual 
return on self-certification basis and charging interest on net cash liability with 
effect from the 1st July, 2017. 
(ii) improving compliance, such as availment of input tax credit only when the 
details have been furnished by the supplier in the statement of outward supplies, 
validity of provisional attachment for a period, zero-rating on payment of IGST only 
in specified cases and linking it to the receipt of foreign remittances 
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(iii) making certain other changes relating to seizure and confiscation, filing of 
appeal only on payment of a sum equal to twenty-five per cent. of penalty 
imposed 
 

H. There are few other changes of minor nature. For details of the budget 
proposals, the Explanatory Memorandum and other relevant budget documents 
may be referred to. 

 

 


