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HIGHLIGHT: BUDGET 2021

The Union Budget (‘Budget’) or the Annual Financial Statement (‘AFS’) for the Financial Year (‘FY?)
2021-2022 was presented by the Hon'ble Finance Minister: Nirmala® Sitharaman ((FM’) on 1%
February, 2021 in the Parliament. The Budget is presented following the provisions under Article
112 of the Constitution of India. As per this Article; the AFS refers to the statement of anticipated
revenues and expenditures: of the government for the upcoming year. The Budget this year
emphasizes on seven pillars for boosting the economy. These are = Health and Wellbeing; Physical
and  Financial = Capital 'and = Infrastructure,  Inclusive  Development  for  Aspirational ' India,
Reinvigorating Hluman  Capital, Innovation and R&D; and Minimum  Government Maximum
Governance: Apart from these, several amendments were also proposed in the spheres of securities

markets; and ditect and indirect taxation;

The 2021 Budget was unlike any other budget and focused majotly ‘on reviving the erowth of the
economy following its contraction due to the: COVID-19 Pandemic. With no major loopholes'’
prima facie, the challenge remains to implement the intended proposals and changes. Some

important highlichts concerning the corporate world are mentioned below and are categorized under

four subheadings:
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15 TAXATION LEAW

The unprecedented times of COVID-19 adversely affected all the three main stakeholders of the
economy — namely the state, the community, and the business enterprises. What followed were
expectations like  COVID Cess, an increment in the income tax, and other similar measures.
However; the government maintained the status quo and did not propose any new tax ot an increase
in’ the prevailing tax rates, which was a welcome move. Although the government did introduce
vatious measures for ensuring tax relief to small and medium taxpayers. Additionally, sentor citizens
aged 75 years and above were exempted from filing tax returns. Section 149P is a newly introduced
legal provision that instructs banks to deduct tax on senior citizens (75 years and above) if pension

income and interest income are their only annual income source.

Taxpayers will now be provided with prefilled tax returns which will also reflect their capital gains.
The tax holiday for start-ups has been extended by one more year that is up to 31 March; 2022. The
government has also proposed to reduce the time needed for reopening the assessment from 6 years
to 3 years. This move is:also a welcome one. It is facilitated by the technological advancement and
consequent efficiency instoring large reservoirs of information, collected from both the taxpayers
and ‘the third parties. As far as corporate tax is concerned, the amendments: introduced have
resolved a longstanding tax issue. The government clarified that tax exemption on depreciation shall
not be allowed. However, the government has also hit hard on the existing loopholes and vatrious
tax cvasion methods that wetre being used. The tax exemption provided for income earned in the
form of interest on an employee's contribution to various provident funds is now restricted to INR

2.50 Lakhs only.
2. DISPUTE RESOLUTION

Another focus area that was well emphasized in the 2021 Budget was that of dispute resolution: The
government announced a significant step in this direction by proposing the establishment of ‘a
Dispute Resolution Committee (‘DRC?) for small ‘and medium  taxpayers with an income of
maximum INR 50 Lakhs and a tax adjustment of INR 10 Lakhs. Such a move will help in settling
the tax disputes at their initial stage itself. After experimenting and observing the viability of this
step, the government in'near future may also expand the committee. For large corporate houses and
companies, the government proposes to do away with the Authority for Advance Rulings (AAR)

and ‘to replace it with the Board for Advance Rulings as an alternative to the method used for
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settling the cases involved and providing rulings to taxpayers promptly. The Board proposed will be
headed by Revenue officials; and therefore in the future, this path may prove to be more approptiate

for the taxpayers than to approach the High Courts.
3. BANKING

The Banking Sector has seen many ups and downs in the Fiscal Year 2020-21 due to: the risks and
uncertainties that it was exposed to due to the global pandemic. To fuel the growth of the economy,
this sector needs to function more efficiently and better than the other sectors. In the words of our
EM, public sector banks will have to be " functionally strong and professionally managed to meet #he needs of a
growimg India.” In this direction, the government has announced the recapitalization of INR 20000
crore for state-run banks. Deposit insurance cover has seen a substantial increase from INR 1 Lakh
to INR 5 Lakhs. However, the only impediment this provision faces is that it will come into play
only when the ‘concerned bank is liquidated ‘and not before that. The government has also put
torward the proposal for an Asset Recovery Company (ARC) and an Asset Management Company
(AMC) that will play a key role in the recovery of bad loans and Non-Performing Assets (INPAs) of
public sector banks. The government also proposes to sell its stake in at least two public sector
banks' as ‘part of its privatization plan. Besides' this, the ‘government will also’ conclude the
privatization of LIC, in pursuance of its INR 1.75 lakh crore disinvestment plan; in the FY 2021-

2022.
4 MISCELLANEOUS

Apart from the above-mentioned key propositions made in the 2021 Budget, anothetr important
provision is the proposal concerning the Securities Market. The FM proposed to: consolidate the
provisions of the Depositories Act, 1996, the SEBI Act, 1992, the Government Securities Act, 2006,
and the Securities Contracts (Regulation) Act, 1956 under the umbtella of one single code for the
Securities Market. The minister also proposed to introduce an investor charter to ‘ensute investots'
protection in the market. The government has also reduced the duties imposed on gold; silver, and
steel ‘products, and the establishment of seven textile parks over three years is proposed. The
incorporation of sole proptietorship firms will be encouraged by easing the regulatory and legislative

provisions, and Non-resident Indians (INRIs) will also be allowed to ‘establish' companies in India.
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DECRIMINALIZATION OF CORPORATE OFFENCES = THE RIGHT WAY
FORWARD?

~ Written by Pagjan Butlani, Digital Editor at REMIR & Aryan Gupta, Copy
Ediitor at REMI-R

INTRODUCTION

In the past few years, the Indian Government has increasingly focused on the decriminalization of
corporate offences, with the larger purpose of promoting greater ease of doing business in India. A
series of steps have been taken in this regard in the form of establishment of committees, release of
consultation’ papers, and promulgation of various ordinances and amendments. While the overall
impact of such measures 1s envisaged to be positive, the challenges and limitations associated with it
cannot be overlooked. Through this article, the authors aim at documenting and analyzing the
proposed changes in the Limited Liability Partnership Act, 2008 (“LLP Act?), as well as the changes

that have already been done in other legislations.

PASTAMENDMENTS

In July 2018, the Ministry of Corporate Atffairs (“MCA”) constituted a 10 member high-level
commiittee, headed by Mr. Injeti Stinivas, to review offences under the Companies Act;, 2013 (“the
Act’). The committee, among: othet suggestions, recommended that 16 offences out of the 81
compoundable offences present in the act be decriminalized ‘and be resolved through ‘an’ in-house
adjudication mechanism (“IAM?). The IAM will consist of an Adjudicating Officer (AQ), appointed
by the Central Government, who will be a person not below the rank of a Registrar and will be the
authotity for  adjudicating  penalties.  The' government  accepted ' this  recommendation  and
promulgated two ordinances to this effect, which were followed by the enactment of the Companies

(Amendment) Act, 2019 in July 2019. The 2019 Amendment re-categorized 16 offences into civil

violations subject to levy of a penalty in case of default, using the TAM which was: incorporated

under:Section 454 of:the Act.

Since further reforms were required in this regard, the MCA then constituted the Company Law

Committee (“CLC”) in September 2019, again headed by Mr. Injeti: Srinivas, to suggest steps that


https://www.indiatoday.in/india/story/-10-member-committee-to-review-the-offences-under-the-companies-act-1286081-2018-07-15
https://www.mca.gov.in/Ministry/pdf/ReportCommittee_28082018.pdf
https://www.mca.gov.in/Ministry/pdf/AMENDMENTACT_01082019.pdf
https://www.mca.gov.in/Ministry/pdf/AMENDMENTACT_01082019.pdf
http://www.mca.gov.in/Ministry/pdf/ConstitutionCLC_18092019.pdf
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can be taken to ‘promote greater ease of doing business for law-abiding corporates’. The CLC
submitted its report in September that year, and concerning decriminalization, recommended that 46
mote compoundable offences be rationalized in different manners. On this basis, the government

then brought in the Companies (Amendment) Act, 2020 in September 2020 which re-categorized 23

offences under the Act'to the TAM, completely omitted 7 ‘offences, removed the provision for

imprisonment under 11 offences, and provided an alternate framework for 5 offences.

Apart from the reports on and amendments to the Companies Act, the government is also in: the
process: of decriminalizing minot offences under other legislations as well: In June 2020, a plan
proposing decriminalization under 19 legislations such as the Reserve Bank of India ‘Act, 1934 and
the Negotiable Instruments Act, 1881 was put up for public comments. It is important to note here
that all ‘of the offences that have already been and are in' the process of being decriminalized are
minor offences; i.e,; they are procedural or technical in ‘nature; devoid of any mala fide intentions,

and do not involve any public interest.
DECRIMINALIZING THE LLPACT

The latest step in the seties of amendments is the proposed dectiminalization of compoundable
offences ‘under the LLP Act. In' January 12021, an ‘expert panel of the MCA ' proposed
decriminalization of twelve ‘offences and removal ‘'of one penal provision under the LLP Act. In
furtherance of this; a test was conducted to identify the criminal violations of the LLP ‘Act that did
not meet the mens rea principle or did not injure/taint public interest. The proposed changes also
seek to promote ease of doing business in India by providing an improved corporate structure to
emerging businesses. The main suggestion of the expert committee is to impose fines on violations
through the civil framework and amend the provisions that lay down criminal penalties, but also

include the introduction of provisions for the classification of "Small LLP" for standard regulation.

Decriminalization of such minor offences is especially important ‘as in the case of: Director of

Enforcement vi. MCTM Corporation, the Hon’ble Supreme’ Court held stated that the standard of

preponderance of lability is lower in instances of corporate malfeasance than those of criminal
liability, thereby implying  that imposing fines in place of penalizing the wrongdoers is more
plausible. Consequently, ‘the monetary compensation collected ‘could both serve as a deterrent

against violations as well as be utilized towards developing a robust corporate structure.


http://mca.gov.in/Ministry/pdf/CLCReport_18112019.pdf
https://www.mca.gov.in/Ministry/pdf/AmendmentAct_29092020.pdf
https://financialservices.gov.in/sites/default/files/Decriminalization%20-%20Public%20Comments.pdf
https://www.icsi.edu/media/webmodules/Overview_of_the_Companies_Amendment_Act_2020.pdf
https://www.icsi.edu/media/webmodules/Overview_of_the_Companies_Amendment_Act_2020.pdf
http://www.mca.gov.in/Ministry/pdf/Report%20of%20the%20Company%20Law%20Committee%20on%20Decriminalization%20of%20The%20Limited%20Liability%20Partnership%20Act,%202008.pdf
https://www.irccl.in/post/decriminalisation-of-corporate-offences-in-india-should-it-be-permitted
http://www.mca.gov.in/Ministry/pdf/Report%20of%20the%20Company%20Law%20Committee%20on%20Decriminalization%20of%20The%20Limited%20Liability%20Partnership%20Act,%202008.pdf
https://indiankanoon.org/doc/212683/
https://indiankanoon.org/doc/212683/
https://www.telegraphindia.com/opinion/decriminalizing-corporate-offences-fast-but-unfair/cid/1713597



https://www.jsalaw.com/budget/decriminalisation-of-offences-under-the-llp-act-budget-2021/
https://www.algindia.com/summary-statement-of-reason-on-decriminalisation-of-compoundable-offences-under-the-llp-act-2008-mca/
https://www.hindustantimes.com/budget/union-budget-2021-norms-eased-for-startups-101612218638817.html
http://www.mca.gov.in/Ministry/pdf/Report%20of%20the%20Company%20Law%20Committee%20on%20Decriminalization%20of%20The%20Limited%20Liability%20Partnership%20Act,%202008.pdf

NEWS UPDATES

INSOLVENCY AW

NO::TDS:HON:: BUYING: ' PROPERTY: : UNDER

LIQUIDATION: NCLAT:

In the case between S Kumar Nationwide and
Chief : Commissioner of i Income 'Tax; the
NCLAT ruled the liquidator is not required to
prepare ‘a balance ‘sheet' and ‘profit & loss
account  and get it ‘audited = during the
liquidation ‘process. ‘The order stated that any
buyer of property from a liquidator under
Insolvency and Bankruptcy Code, 2016 shall
not be required to deduct and pay 1% TDS
from the sale’ consideration under Section
194:TAof ‘the  Income-tax Act; 1961, Read

more

NCLT: ADMITS A INSOLVENCY: :PROCEEDINGS

AGAINST: TOPS: SECURITY:

The:Mumbai: Benchiof NCET has:admitted

insolvency  proceedings:  against  secufity
services provider, Tops Security. The Bench
also appointed chartered accountant Rajendra
Karanmal = Bhuta = as interim resolution
professional (IRP) to oversee the company’s
day-to-day affairs and revival plans. Read

More

DEFENCE & AVIATION: EAWS

The 13th edition of Aero India took place in
Bengaluru at: Yelahanka Air 'Force Station
from 3rd-5th February 2021. It was held as a
hybrid version with  focus on' the virtual
platform;  defence, ‘and research.” Amid the
COVID-19 ' pandemic = with  buzz around
"Aatmanirbhar Bharat Abhiyaan” and "Make
in India" push, as many as 601 exhibitors -
523 Indian and 78 foreign - and 14 countries

participated. Read More.

BUDGET 2021 DEFENCE SECTOR: GETS:19%0

CAPTTAL: OUTLAY:

According to the Union Budget 2021-22;
presented by Nirmala Sitharaman, the defence
sector was allotted X4.78 lakh crore, indicating
a nearly 19% rise 1n capital outlay. It included
an allocation of X115 lakh ‘crore for payment
of pensions.: According to' the documents, a
total of X1,35,060 crore has been set aside for
capital ‘expenditure  that includes  purchasing
new ‘weapons, aircraft, warships and other

military hardware. Read More

TAXATION AW

HIGHLIGHTS OF: THE AERO INDIA: 2021

RISE: IN:INFLATION :DUE: TO: FUEL: 'TAXES

AND:EXCISE:DUTIES

Minutes: of the Member of Monetary policies

Committee (MPC); RBI raises concerns over
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https://nclat.nic.in/Useradmin/upload/155180032160212e9286f98.pdf
https://nclat.nic.in/Useradmin/upload/155180032160212e9286f98.pdf
https://nclt.gov.in/sites/default/files/January2021/Interim-order-pdf/C.P.%201088%20of%202020%20PNB%20Int.%20Ltd%20vs.%20Topsgrup%20Services%20Pvt.%20Ltd.%20-%20Nclt%2019.02.2021%20Admitted%20Interim.pdf
https://nclt.gov.in/sites/default/files/January2021/Interim-order-pdf/C.P.%201088%20of%202020%20PNB%20Int.%20Ltd%20vs.%20Topsgrup%20Services%20Pvt.%20Ltd.%20-%20Nclt%2019.02.2021%20Admitted%20Interim.pdf
https://aeroindia.gov.in/
https://www.indiabudget.gov.in/



https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=51161
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=51161
https://www.indiabudget.gov.in/
http://www.mca.gov.in/Ministry/pdf/SecondAmndtRules_02022021.pdf
http://cci.gov.in/sites/default/files/52-of-2020.pdf
https://pib.gov.in/Pressreleaseshare.aspx?PRID=1693132



http://cci.gov.in/sites/default/files/33-of-2019_0.pdf
http://cci.gov.in/sites/default/files/press_release/PR652020-21.pdf
http://cci.gov.in/sites/default/files/21-of-2020.pdf
https://commerce.gov.in/press-releases/india-and-mauritius-sign-comprehensive-economic-cooperation-and-partnership-agreement/

The Directorate  General of Foreign Trade
(DGFT)  has introduced: an online  e-Tariff
Rate Quota (TRQ) system for imports. As per
the trade ‘notice, now all ‘applicants seeking
TRQ for imports are required to submit their
application - online. - Licenses  for all 'TRQs
would ' be issued ‘electronically and  ‘TRQ)
License ' ‘data ' would ' be ' transmitted
electronically to the Customs Authorities. No

paper copies of the TRQ Import license will

be issued anymore. Read Mote

ONELINE: E-CERTIFICATE : MANAGEMENT: SYSTEM:

FORIMPORTS

DGFT has introduced an online e-Certificate
Management System for processing of certain
applications as a patt of its I'T Revamp. Now,
applications  for 1 ' Card, Free Sale and
Commerce Certificate; End User Cettificate,
and Status  Holder : Certificate” have to  be
submitted online. 'All such certificates would
be issued electronically with QR code and a

Unique Document Identification Number for

electronic vetification: Read More

ANTIE-DUMPING DUTY ON CHINESE
CHEMICAL

The Directorate General: of Trade Remedies
(DGTR) has recommended the imposition of
anti-dumping duty for a period of five years
on ‘the imports = of = “1-Phenyl-3-Methyl-5-

Pyrazolone” originating in ot exported from

China = PR, DGTR ' concluded = in its
investigation that the chemical from China
has been exported to India from China below
the ‘normal  value; and  that these' dumped
imports have caused material injury to the

domestic industry. Read More

SECURITIES LAW

REVISED  ERAMEWORK: :FOR:  INNOVATION
SANDBOX

The Securities and Exchange Board of India
(SEBI) has revised the objective and eligibility
criteria of the innovation sandbox with graded
entry norms: to encourage innovation in the
securities market ‘and to make it even more
convenient for  participation. A steeting
commiittee  comprising  representatives  from
the ‘enabling organizations and: tasked with

supervising the operations of the innovation

sandbox:has:also:been formed: Réad Mote

REVISED:::DISCLOSURE i FORMATS : UNDER
INSIDER TRADING RULES

The SEBI has rolled ‘out revised disclosure
formats ‘under 7 of SEBI (Prohibition of
Insider - 'Trading) Regulations, 2015. Now,
details “of = secutities held at the time of
appointment of ' Key Managerial ‘Personnel
(KMP) ot Director ot upon' becoming a
Promotet or member of the promoter group

of alisted company and immediate relatives of

such persons need to be disclosed: Details of
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https://content.dgft.gov.in/Website/dgftprod/7c95bca8-1524-463b-9cfa-fef49449d6c4/Trate%20notice%20no.40.pdf
https://content.dgft.gov.in/Website/dgftprod/b03618c6-2a74-430b-b2ea-764ebf3b0fcf/Trade%20Notice%2041-%20e-Certificate%20Management.pdf
https://www.dgtr.gov.in/sites/default/files/Pyrazolone%20%20FF%20English%20NCV.pdf
https://www.sebi.gov.in/legal/circulars/feb-2021/revised-framework-for-innovation-sandbox_48983.html



https://www.sebi.gov.in/legal/circulars/feb-2021/revised-disclosure-formats-under-regulation-7-of-sebi-prohibition-of-insider-trading-regulations-2015_49068.html
https://www.sebi.gov.in/legal/regulations/feb-2021/securities-and-exchange-board-of-india-mutual-funds-amendment-regulations-2021_49020.html
https://www.sebi.gov.in/legal/circulars/feb-2021/pre-expiry-margin-on-commodities-under-alternate-risk-management-framework_49229.html
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=51155
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=51155



https://economictimes.indiatimes.com/tech/technology/govt-asks-people-to-register-as-cyber-crime-volunteers-to-check-unlawful-online-content/articleshow/80768314.cms
https://economictimes.indiatimes.com/news/politics-and-nation/no-violation-of-data-privacy-under-national-digital-health-mission-rajya-sabha-told/articleshow/80649481.cms?from=mdr
https://www.worldipreview.com/news/usitc-joins-ongoing-ericsson-v-samsung-dispute-21005
https://www.worldipreview.com/news/japan-considers-new-cosplay-copyright-rules-20973
https://dipp.gov.in/whats-new/draft-patents-amendment-rules-2021



https://www.prsindia.org/billtrack/arbitration-and-conciliation-amendment-bill-2021
https://economictimes.indiatimes.com/news/economy/policy/vodafone-tax-case-india-files-application-in-singapore-high-court-against-arbitration-panel-verdict/articleshow/80752018.cms
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ENCOURAGING R&D IN TELECOM AND BROADCASTING SECTORS
The Telecom' Regulatory ‘Authority of India ("TRAL); on Februaty 24, 2021, conducted an online
brainstorming  sessiont on “Encouraging ‘Research and Development (‘R&D’) ‘in: Telecom and

Broadeasting Sectors” with the academia, industry, and R&D institutions, chaired by the Chairman

of TRAL

In this session, the role of the Telecom and Broadcasting Industry was highlighted by the Chairman;
along with an emphasis ‘on indigenous R&D in this sector and the part of TRAI as a facilitator, It
was attended by representatives from ' various: departments ‘&' institutions, and a: number of

meaningtul suggestions were received, as listed out'in the Press Release issued by TRAL

A decision regarding the constitution of a high-level committee comprising of senior officials from
academia, industry, research institutions, and a few focus groups, was also taken. The committee will
be formed under the acgis of TRAI and will work towards' the task of promoting R&D in ‘the

telecomisector:.

Suggestions on the same from various stakeholders such as the Telecom & Broadcasting Industry,
Research Organizations, Students; and the General Public can be sent till March 15, 2021.
Read More.

DRAFT RESERVE BANK OF INDIA (CREDIT DERIVATIVES) DIRECTIONS, 2021
The Reserve Bank of India (‘RBI) released the Draft Reserve Bank of India (Credit Derivatives)
Directions, 2021 (‘Draft Directions’) on February 16, 2021. The same were released in pursuance of

the announcement made in the Statement on Developniental and Regulatory Policies dated December 04,

2020, regarding the review of Credit Default Swaps ((CDS’) Guidelines.

The Statement released in December set out various developmental and regulatoty policy measures
for the purposes of enhancing liquidity support to targeted sectors of the economy, deepening the
financial markets, and conserving capital among banks and NBFCs through regulatory initiatives,

among others. A review of CDS guidelines, which were last issued in January 2013; was also stated.

17


https://www.trai.gov.in/sites/default/files/PR_No.07of2021.pdf



https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR111191DB56BBC3734B22B956BE2E6129DAD2.PDF
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ELUCIDATING THE FATE OF AVOIDANCE APPLICATION FILED POST THE
APPROVAL OF RESOLUTION PLAN

The Delhi High Coutrt’s judgement in Venus Recruiters Pyt. Ltd. v. UOI deals with the role of the
Resolution Professional in dealing with ‘avoidance applications post the submission of the resolution
plan. It also settles the debate on NCLT’s jurisdiction post the approval of the plan. Read in our
latest blog by Sanskar Modi and Vijpreet Pal, students at National Law Institute University, Bhopal,

a critical ‘analysis of the judgment and the authors' suggestion on the way forward.

Read more here.

ANALYSING  THE  IMPLICATIONS OF ALGORITHMIC: COLLUSION: THE WAY

' v..,v,.(,y‘.
¢ 01”100

(¥ .

)00

FORWARD FOR THE CCI?

Enterptises rely heavily ‘on algorithms to  reduce manpower; and deliver efficient and targeted
services. However, such practices may attract antitrust scrutiny. Read in our latest blog post by

Kunal Singh; student at VIPS, GGSIPU, a critical analysis of the antitrust implications arising out of

19


https://www.rfmlr.com/post/elucidating-the-fate-of-voidance-application-filed-post-the-approval-of-resolution-plan



https://www.rfmlr.com/post/analysing-the-implications-of-algorithmic-collusion-the-way-forward-for-the-cci
https://www.rfmlr.com/post/aftermarket-monopolisation-an-analysis-of-the-chicago-and-post-chicago-schools-of-thought-ii
https://www.rfmlr.com/post/commentary-on-the-rbi-s-regulatory-sandbox-for-fintech
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