Union Budget 2026:
Indirect Tax Proposals

Analysis of Customs, Central Excise, Service Tax,
and GST Amendments

Detailed Overview & Impact Analysis



Customs Act - Jurisdiction & Definitions

Jurisdiction Extension (Sec 1(2) & 56A)

ut

Penalty vs. Charge (Sec 28(6))

» Act extended beyond territorial waters for
fishing/fishing-related activities.

» New Sec 2(28A): ‘Indian-flagged fishing vessel’ defined.

* New Sec 56A: Duty-free import of high-sea catch; catch
landed at foreign ports treated as export.

Insight Box

KSK Comment

Clarifies ambiguity regarding deep-sea fishing by
Indian vessels.
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* 15% penalty under Sec 28(5) is legally deemed a
‘charge’ upon voluntary payment.

Insight Box

KSK Comment

Removes the ‘penalty’ label to avoid adverse
accounting/audit consequences and stigma,
iIncentivizing voluntary compliance.




Customs Act - Facilitation &
Procedures (Part 1)

Advance Rulings (Sec 28](2))

Hlh KSK Comment
| |’:1 t‘] o Validity fixed at 5 years (or |
& O Years SE) until law/fact change). Replaces the previous
S : ‘3-year understanding’
—| _— _  Existing rulings extendable with statutory certainty.
Year1 Year2 Year3 Year4 Year5 for 5 years.

Warehouse Transfers (Sec 67)
KSK Comment

/@\‘ » Action: Requirement of prior Impact: Removes
approval from proper officer procedural bottleneck;
= dispensed with. aligns with modern self-
“E 3 assessment regime.

Warehouse A Warehouse B



sk
Customs Act - Facilitation & Procedures (Part 2)

| fﬂ@,, Deferred Payment E? Provisional Assessments (Sec 18)
* Period increased from 15 to 30 days » Prescribes definitive time limit for finalization of
for AEO T2/T3 (Effective March 1, 20286). gﬁ:ﬁg:;?ﬂj?:t - assessments.
* New Category: “Eligible compliant b?,usinegses-
Manufacturer Importers” added encourages AEQ :
(transitional facility till 2028). adoption and KSK Comment
'l t | h flow: modernizes Brings certainty and efficiency to the assessment process,
d“;g;:nslﬂggj Elsug'as o payment terms. reducing prolonged disputes.
F:::. L ] - ﬁ [ ]
:—/' Post-Clearance Revision % Interim Board
[~ ARA
» New provisions permitting revision of declarations after  Constituted to dispose of pending settlement applications
clearance. following the abolition of the Customs Settlement
Commission.
KSK Comment KSK Comment
Allows for correction of errors and voluntary compliance Provides a mechanism for resolving existing cases during

without immediate penal implications. the transition, preventing backlog.
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