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Executive Summary: Seven Pillars of Amendment

1. APA
Modifications

Section 169 functionality.

i

5. MAT Parity

Exclusions for presumptive
businesses.

—

2. Data Center
Incentives

Exemption on service
procurement.
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6. Non-Resident
Experts

5-year income exemption.
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3. Critical
Minerals

Deduction for prospecting
expenses.
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7. IFSC & OBUs

Tax holiday extension and
rate rationalization.

[®]

4. Electronics
Manufacturing

Support for bonded
warehouse manufacturers.



Amendment of Section 169: Expanding APA Filing Rights

Current Position Proposed Amendment
(Section 168(1)) (Section 169)
Only the taxpayer signing the APA could file a e The APA signatory shall furnish a
modified return. return/modified return.
Associated Enterprises (AEs) whose tax » Any Associated Enterprise may furnish a
liability adjusted due to the APA could not file return/modified return strictly per the
returns or claim refunds. agreement.

Timeline: Filing must occur within three months Effective Date: 1 April 2026 (Tax Year 2026-27
from the end of the month of APA execution. onwards).
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Strategic Insight: Impact on Multinational Group Structures

Foreign Parent Co

l

L

l

Indian Captive APAImpact) Associated
(Signatory) Enterprise (AE)
Signs APA Suffers Tax

Adjustment

~

’

Analysis based on KSK Comments

The Industry Context: Most Indian IT/ITEs
businesses operate in multinational structures. Often,
the Indian captive signs the APA, but the Associated
Enterprise (AE) suffers the tax adjustment (e.g., TDS
or income reporting).

The Pain Point: Previously, the AE had no statutory
right to file a revised return despite changed tax
positions.

The Resolution: The amendment allows the AE
affected by the APA to file a modified return and
claim refunds of excess tax paid or TDS suffered.



Incentivizing the AI and Data Center Framework

Objective: To attract investment in data centers and
promote artificial intelligence frameworks.

The Exemption: Amendment to Schedule |V (read
with Section 11).

* Income accruing to a foreign company from
procuring data center services from a specified
data center is exempt.

Key Condition: If services are provided to Indian
users by the foreign company, they must be
routed through an Indian reseller entity.

Sunset Clause: Valid for tax years ending on or
before 31st March, 2047.

Effective Date: 1 April 2026.

Inter 2026
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Critical Minerals: Deductions for Prospecting

and Exploration

The Amendment: Expansion of Schedule Xll to include critical minerals.

The Benefit: Expenditure on prospecting and exploring these minerals \
becomes eligible for deduction under Section 51 of the Act.

Effective Date: 15t April 2026.

Strategic Rationale (KSK Comment)

e Targeted at securing supply chains for EVs and semiconductors.

e Recognizes the “long gestation period and high risk” inherent in critical
mineral projects.



Supporting Electronics Manufacturing in
Bonded Warehouses

Supplies Capital
Goods/Tooling

The Exemption:

Amendment to Schedule IV
exempts income from supplying
capital goods.

Customs-Bonded
Warehouse (Sec 65)

Indian Resident Contract
Manufacturer

Condition:

Recipient must be a resident
manufacturer in a customs-bonded

warehouse.

Production of
Electronic Goods

Duration:
Exempt up to Tax Year 2030-31.
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MAT Exemption Parity for Presumptive Businesses

Ensuring similar treatment under Section 61

Current Position

Proposed Amendment

MAT
Applicability

Cruise ship operations
and electronics
manufacturing setup
services are currently
subject to MAT.

Two additional non-resident
businesses under Section 61
are now excluded from MAT:

1. Cruise ship operations.

2.Services/technology for
setting up electronics
manufacturing facilities in
India.

1 April 2026




Exemption for Non-Resident Experts

The Proposal: Amendment to Schedule IV (read with Section 11).

Start Date: Commencing from the first tax year the individual visits India.

Tax Exemption Period

/—%

—— - — —

Year 1 Year 2 Year 3 Year 4 Year 5

Condition: The person must render services in India in connection with a Scheme
notified by the Central Government.



Expert Exemption: Defining the Tax Net

Analysis based on KSK Comments

Outside the Net Inside the Net
(Tax-Free) (Taxable)
e Foreign Salary e [Income Sourced
e Consulting Fees in India
e Equity

Compensation

Crucial Clarification:
Crucial Clarification: The exemption is not for all foreign professionals; it
applies only where services are linked to a notified scheme.
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[FSC and OBU: Extension of Tax Holiday & Rate Rationalization

Effective Date: 1 April 2026

Entity Type Current Position Proposed Amendment

IFSC Units 100% deduction for 10 100% deduction for 20
consecutive years out of | consecutive years out of 25
15

OBUs (Offshore 100% deduction for 10 100% deduction for 20
Banking Units) consecutive years consecutive years

Post-Deduction Tax | Standard corporate tax Business income taxed at
Rate rates 15% after deduction period
expires




Summary of Effective Dates and Sunsets

1 April 2026
(Effective Date)

o APA Amendments (Sec 169)
e Data Center Incentives

e Critical Minerals Deduction
e MAT Exclusions

e |[FSC/0OBU Extensions

27030-31 e Electronics Manufacturing Capital
Goods Exemption ends

31 March 2047 e Data Center Service Exemption ends



CONTACT US

KING STUBB & KASIVA

ADVOCATES AND ATTORNEYS

Jidesh Kumar

Aditya Bhattacharya

Vipin Upadhyay

Managing Partner Partner Partner
jidesh@ksandk.com aditya@ksandk.com vipin@ksandk.com
NEW DELHI BANGALORE CHENNAI MUMBAI (1) MuUMBAI (1)

RNM Tower, 5th Floor, Metro pillar no 33], i4,
B 1, NH-19, Mohan Cooperative Industrial
Estate, New Delhi, 110044

Tel: +911141318190/ 41032969

Email: delhi@ksandk.com

MUMBAI (i)

802, 8th Floor, REMI COMMERCIO, Shah
Industrial Estate, Veera Desai Road,
Andheri Link Road, Behind Yash Raj Studio,
Andheri (West), Mumbai - 400 053

Tel: +91 22 35253198

Email: mumbai@ksandk.com

1A & 1B, 2B & 3B Lavelle Mansion, 1/2,
Lavelle Road,Bangalore, 560 001

Tel: +91 80 41179111/41179222,

Email: bangalore@ksandk.com

KOCHI

Ist Floor, Manavalan Building,
Banerji Road,Ernakulam,
Kochi, 682 018

Tel: +91 484-3592950

Email: kochi@ksandk.com

211, Alpha Wing, Second Floor,
Raheja Towers,#177, Anna Salai,
Chennai, 600 002

Tel: +91 44 28605955/28606955
Email: chennai@ksandk.com

PUNE

Bootstart Cowork, 1st Floor,
Arcadian Building Plot No 12, Lane
5A, Koregaon Park, Pune, 411 001
Tel: +91 9833555232

Email: pune@ksandk.com

61, Atlanta Building, Jamnalal Bajaj
Road, Nariman Point, Mumbai, 400 021
Tel: +91 22 62372076/22020080

Email: mumbai@ksandk.com

HYDERABAD

609, Shangrila Plaza, Road no. 2,
Banjara Hills, Hyderabad, Telangana,
500 034

Tel: +91 40 48516011/+91 40 48506011
Email: hyderabad@ksandk.com

301 A, 3rd Floor, Piramal Tower,
Peninsula Corporate Park, Lower Parel,
Mumbai -400 013

Tel: +91 22 62372076/22020080

Email: mumbai@ksandk.com

MANGALORE

Office No. 406, 4th Floor, Ajanta Business
Center,Kapikad, Bejai, Mangalore-

575 004

Tel: +91 8244634375

Email: mangalore@ksandk.com

Union Budget 2026-2027: International Tax, Non-Residents, and Foreign Companies



