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Lok Sabha passes Bill to amend the Income-tax Act, 1961

Executive summary

The Taxation Laws (Amendment) Bill, 2025? (the Bill) was introduced in the Lok Sabha on Monday,
11 August 2025, by the Hon’ble Finance Minister. The Bill seeks to amend certain provisions of
the Income-tax Act, 1961 (the Act) and the Finance Act, 2025 (the FA 2025).

The Bill has proposed following amendments:

e Grant tax exemptions to subscribers of the Unified Pension Scheme (UPS), thereby aligning its
benefits with those available under the National Pension System (NPS).

o Extend tax benefits to public investment funds of Saudi Arabia under the provisions of the Act.

e Introduce procedural modification to the block assessment framework applicable in income-tax
search cases.

The Bill has been passed by the Lok Sabha and will become law upon approval by the Rajya Sabha
and subsequent assent by the President of India.

Key amendments? proposed under the Bill include:

Personal taxation

Unified Pension Scheme

The UPS, introduced in January 202583, is applicable to Central Government employees.

The Bill proposes to grant exemption for payment received from National Pension Trust on
superannuation / retirement to a subscriber of UPS. The exemption is limited up to 60 percent of the
individual corpus®.

The Bill also proposes an exemption for lumpsum payment received on superannuation calculated at
10 percent of the aggregate of basic salary and dearness allowance for every completed six months
of qualifying service.®

Any sum withdrawn from UPS on superannuation / retirement is proposed to be taxable to the extent

1 Bill No. 105 of 2025

2 Applicable with effect from 1 April 2025

3 Notification number FX-1/3/2024-PR, dated the 24 January 2025 issued by the Department of Financial
Services. Applicable with effect from 1 April 2025

4 Insertion of clause 12AA to section 10

5 Insertion of clause 12AB to section 10



of deduction claimed under section 80CCD at the time of contribution®. However, such withdrawal will
not be taxable if such amount is transferred from ‘individual corpus’ to ‘pool corpus’” on account of
superannuation / retirement®.

Standard deduction under new tax regime

The Bill proposes to allow enhanced standard deduction (for INR 75,000) under the new regime for
tax rates prescribed for financial year 2025-26°. Prior to the amendment, a plain reading of the
relevant provisions under the Act suggested that the benefit of enhanced standard deduction was
available only for tax rates prescribed for financial year 2024-25.

Public Investment Funds of Saudi Arabia

Income of a ‘specified person’ in the nature of dividend, interest or long-term capital gains, arising
from an investment made by such person in India, is not taxable in India subject to fulfilment of the
prescribed conditions?©.

The term ‘specified person’ has been defined under the Act!! and the Bill proposes to expand the
definition? to include the following persons within its scope:

() the Public Investment Fund of the Government of the Kingdom of Saudi Arabia; and
(i) a wholly owned subsidiary of such Fund, which—
(A) is a resident of Saudi Arabia; and

(B) makes investment, directly or indirectly, out of the fund owned by the said Government.

Our comments

The amendments pertaining to UPS have been introduced to bring it at par with the tax treatment for
subscribers of NPS. The amendments have also been incorporated into the Income-tax (No. 2) Bill,
2025, which was passed by the Lok Sabha on the same day and is set to repeal and replace the
existing Income-tax Act, 1961, with effect from 1 April 2026.

6 Insertion of sub-section 3A to section 80CCD

7 The corpus under UPS comprises of individual corpus (employer and employee contribution) and pool corpus (additional
contribution by employer, where applicable). The UPS provisions provide an option to the taxpayer to transfer funds from
individual corpus to pool corpus.

8 Insertion of sub-section 6 to section 80CCD

9 Proviso to section 16(ia)

10 Section 10(23FE)

11 Explanation 1 to section 10(23FE)

12 Insertion of clause (d) in Explanation 1 to section 10(23FE)
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