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India's journey into the digital age is a narrative of extraordinary growth and innovation. 
As a premier hub for technology services and emerging hub for electronics hardware 
manufacturing, India continues to play a vital role in the international arena. In this 
backdrop, the Union Budget 2025 offers a blueprint for the future, laying down a strategic 
roadmap that promises to amplify India’s technological capabilities and foster an 
environment ripe for exponential growth in this sector.

The Union Budget 2025 introduces pivotal measures for this sector, including increased 
funding for the India AI mission, establishment of an AI Centre of Excellence for Education, 
and the creation of a Deep Tech Fund to spur start-up innovation. It also outlines a national 
framework to establish GCCs in tier 2 cities, leveraging India's extensive talent pool. 
Concurrently, the budget facelifts the indirect tax structure to support the 'Make in India' 
initiative, adjusting customs duties to incentivise economic value addition in the country.

This Union Budget and the upcoming Income Tax Bill is a strategic catalyst, set to elevate 
this sector into a new era of global leadership and innovation-driven growth.
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How does the budget impact 
Technology sector?

Key amendments
Direct Tax
 New income tax bill 

 A new direct tax bill to be introduced aiming to make the law 
more concise, lucid, and clear.

 This is expected to be announced next week.

 Rationalization of TDS/ TCS

 Seller of goods was required to collect tax @ 0.1% of the sale 
consideration exceeding INR50 lakhs subject to certain 
conditions.  This stands withdrawn from 1 April 2025.

 The requirement for higher deduction/collection of tax from 
non-filers of income tax returns stands omitted from 
1 April 2025.

 Increase in TDS threshold limits primarily for rent, 
professional fee, commission, etc, with effect from 1 April 
2025.

 Rationalization of TP provisions

 Streamlined TP litigation by introducing a three-year block 
assessment, aligning with international standards.  Taxpayers 
can opt to apply the same ALP for similar international 
transactions for three consecutive years. 

 Proposal to expand the scope of Safe Harbour Rules to 
reduce litigation and provide certainty in international 
taxation.

 Presumptive taxation for NR ESDM service providers

 Introduction of presumptive taxation regime for NR’s income 
from services and technology provision for electronics 
manufacturing and production in India under a notified 
scheme and subject to satisfaction of prescribed conditions.

 A sum equal to 25% of the aggregate of the amounts shall be 
deemed to be the profits and gains of such NR from this 
business.

 This is applicable from 1 April 2025.

 Proposal to introduce a Safe Harbour for NR storing 
components for supply to specified electronics 
manufacturing units.
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 Other key amendments

 Tax holiday to eligible start-ups incorporated before 1 April 
2025 was granted.  Such benefit is now extended to eligible 
start-ups incorporated before 1 April 2030.

 Losses from a predecessor entity, carried forward by a 
successor, shall be limited to its initial life of eight years 
computed for the predecessor, to prevent perpetual 
extension of carry forward of loss through multiple 
amalgamations.  This will apply to reorganizations on or after 
1 April 2025.

 Extended the time-limit to file the updated return from 
2 years to 4 years from the end of relevant assessment year.

 Decriminalization of provisions in relation to delay in deposit 
of TCS up to the date of filing TCS return.

 Significant tax relief measures to ease taxation burdens for 
individuals and non-corporate taxpayers.

Indirect Tax
 Electronics and IT Industry: Calibrating Duties to Champion 

Local Production

 Graded duty structure to incentivise manufacture of 
Interactive Flat Panel Displays.

 BCD increased from 10% to 20% on interactive flat panel 
displays. Other finished goods under same chapter 
continue to attract 10%.

 BCD on components like Open Cells, Touch Glass Sheets, 
and Touch Sensor PCBs reduced from previous 10%/ 15% 
to 5%.

 BCD reduced from 2.5% to Nil on inputs and parts used in 
the manufacture of open cell of LCD/ LED television 
panels (to apply until 31 March 2027).

 To promote sustainable manufacturing of electronics, BCD 
on import of waste and scrap of cobalt, lithium-ion batteries, 
zinc, lead, and other critical minerals reduced from 2.5%-10% 
to Nil.

 To bolster India's space program, BCD exempted on:

 Import of ground installations for satellites, payloads, and 
related spares and consumables.

 Import of goods used in constructing launch vehicles and 
satellite deployment.
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 Other key amendments

 Definitive two-year period to finalise provisional assessment 
under Customs, with a one-year extension option, to 
minimize trade uncertainties.

 A new mechanism to be introduced allowing importers and 
exporters to voluntarily revise import and export 
documentation post clearance of goods within a prescribed 
time.

 Time-limit for usage of goods, imported at concessional rate 
with end-use condition, increased from 6 months to 1 year. 
Return filing period revised from monthly to quarterly.

 Reduction of outward liability by supplier on account of GST 
credit notes not permitted unless ITC is reversed by recipient 
or incidence of tax is passed on.

 Enabling provision for Invoice Management System 
mandating transaction level acceptance/ rejection of inward 
supplies, proposed from date to be notified.

 Supply of goods warehoused in SEZ or FTWZ to any person, 
before clearance for exports or to the DTA shall be treated 
neither supply of goods nor as supply of services 
retrospectively with effect from 1 July 2017.

Key Policy announcements
 INR 2,000 crores earmarked for the India AI mission to 

strategically bolster artificial intelligence capabilities.

 INR 500 crores invested in a pioneering Centre of Excellence in 
AI for Education to revolutionize learning ecosystems.

 Launch of a deep tech fund to fuel cutting-edge innovation and 
fast-track technology frontiers.

 Initiating a national framework to promote Global Capability 
Centres in tier 2 cities to tap into local talent pool.

 Enhanced budget for DPBI sets the stage for a more efficient 
and responsive regulatory body to monitor compliance by 
companies under the DPDP.
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The Union Budget 2025 has outlined several measures that are likely to have a 
significant impact on the technology sector.  These measures are aimed at positioning 
India as a global technology hub by way of tax reforms, policy support, incentivisation, 
and tariff calibration.

This Budget’s focus on expanding talent availability and infrastructure in Tier-II cities will 
strengthen India’s growing GCC ecosystem.  This initiative should have tremendous 
potential for transforming India's attractiveness as a GCC hub.

Rate rationalisation in the customs duty structure reflects a clear commitment to 
nurturing electronics manufacturing and streamlining the trade dynamics.

The proposal to introduce a new tax bill for review and simplification of the existing tax 
law will be keenly awaited.  

In conclusion, the Budget proposals reiterate the Government’s commitment to 
simplifying tax regulations, enhancing the ease of doing business, fostering AI adoption, 
promoting electronics manufacturing, and expanding the GCC footprint to differentiate 
India’s “technological prowess”.

Impact analysis
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Glossary

AI – Artificial Intelligence

ALP – Arm’s Length Price

BCD – Basic Custom Duty

CGST Act – Central Goods and Services Tax Act, 2017

DPBI – Data Protection Board of India

DPDP – Digital Personal Data Protection Act, 2023 

DTA – Domestic Tariff Area

ESDM – Electronic System Design & Manufacturing

FTWZ - Free Trade Warehousing Zone

GCC – Global Capability Centre

GST – Goods and Services Tax

IGST – Integrated Goods and Services Tax

IT – Information Technology

ITC – Input Tax Credit

LCD – Liquid Crystal Display

LED - Light-emitting diode

NR - Non-resident

PCB – Printed Circuit Board

SEZ – Special Economic Zone

TCS – Tax Collected at Source

TDS – Tax Deducted at Source

TP – Transfer Pricing

For details on other sectors and solutions visit our website Union Budget 2025

https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ey.com%2Fen_in%2Fservices%2Ftax%2Funion-budget-2025&data=05%7C02%7CTobit.Pinto%40in.ey.com%7Cb0638d1364fc4ebf205d08dd36e7d2d7%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638727091500408292%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=RojG2%2BQb%2BekI9hDqYG7w3jMp8Nwb5jhLxEYR1uk80aw%3D&reserved=0


Our offices
Mumbai

14th Floor, The Ruby
29 Senapati Bapat Marg
Dadar (W), Mumbai - 400 028
Tel: + 91 22 6192 0000

5th Floor, Block B-2
Nirlon Knowledge Park
Off. Western Express Highway
Goregaon (E)
Mumbai - 400 063
Tel: + 91 22 6192 0000

3rd Floor, Unit No.301Building 
No.1, Mindspace-GigaplexIT Park, 
MIDC, Plot No. IT-5
Airoli Knowledge Park
Airoli West, 
Navi Mumbai - 400 708
Tel:   + 91 22 6192 0003

Altimus, 18th Floor 
Pandurang Budhkar Marg 
Worli, Mumbai - 400 018 
Tel:  +91 22 6192 0503

Pune

C-401, 4th Floor 
Panchshil Tech Park, Yerwada 
(Near Don Bosco School)
Pune - 411 006
Tel: + 91 20 4912 6000

10th Floor, Smartworks
M-Agile, Pan Card Club Road 
Baner, Pune - 411 045 
Tel: + 91 20 4912 6800

Ahmedabad

22nd Floor, B Wing, Privilon
Ambli BRT Road, Behind Iskcon Temple 
Off SG Highway
Ahmedabad - 380 059
Tel: + 91 79 6608 3800

8th Floor, Building No. 14A
Block 14, Zone 1
Brigade International Financial Centre
GIFT City SEZ
Gandhinagar - 382355, Gujarat
Tel +91 79 6608 3800 

Bengaluru

12th & 13th Floor
“UB City”, Canberra Block
No.24 Vittal Mallya Road
Bengaluru - 560 001
Tel: + 91 80 6727 5000 
 
Ground & 1st Floor
# 11, ‘A’ wing
Divyasree Chambers
Langford Town
Bengaluru - 560 025
Tel: + 91 80 6727 5000

3rd & 4th Floor
MARKSQUARE
#61, St. Mark’s Road
Shantala Nagar
Bengaluru - 560 001
Tel: + 91 80 6727 5000

1st & 8th Floor, Tower A
Prestige Shantiniketan 
Mahadevapura Post  
Whitefield, Bengaluru - 560 048
Tel: + 91 80 6727 5000

Bhubaneswar

8th Floor, O-Hub, Tower A
Chandaka SEZ, Bhubaneswar
Odisha – 751024
Tel: + 91 674 274 4490

Chandigarh

Elante offices, Unit No. B-613 & 614 
6th Floor, Plot No- 178-178A
Industrial & Business Park, Phase-I
Chandigarh - 160 002
Tel: + 91 172 6717800

Chennai

6th & 7th Floor, A Block, 
Tidel Park, No.4, Rajiv Gandhi Salai 
Taramani, Chennai - 600 113
Tel: + 91 44 6654 8100

Delhi NCR

Aikyam
Ground Floor 
67, Institutional Area 
Sector 44, Gurugram - 122 003
Haryana
Tel: + 91 124 443 4000

3rd & 6th Floor, Worldmark-1
IGI Airport Hospitality District
Aerocity, New Delhi - 110 037
Tel: +  91 11 4731 8000 

4th & 5th Floor, Plot No 2B 
Tower 2, Sector 126 
Gautam Budh Nagar, U.P.
Noida - 201 304 
Tel: + 91 120 671 7000

Hyderabad

THE SKYVIEW 10 
18th Floor, “SOUTH LOBBY”
Survey No 83/1, Raidurgam
Hyderabad - 500 032
Tel: + 91 40 6736 2000

Jaipur

9th floor, Jewel of India
Horizon Tower, JLN Marg
Opp Jaipur Stock Exchange
Jaipur, Rajasthan - 302018

Kochi

9th Floor, ABAD Nucleus
NH-49, Maradu PO
Kochi - 682 304
Tel: + 91 484 433 4000 

Kolkata

22 Camac Street
3rd Floor, Block ‘C’
Kolkata - 700 016
Tel: +91 33 6615 3400

6th floor, Sector V, 
Building Omega, Bengal Intelligent 
Park, Salt Lake Electronics Complex, 
Bidhan Nagar
Kolkata - 700 091 
Tel: +91 33 6615 3400 



Ernst & Young LLP

EY  |  Building a better working world

EY is building a better working world by creating new value for clients, 
people, society and the planet, while building trust in capital markets.

Enabled by data, AI and advanced technology, EY teams help clients 
shape the future with confidence and develop answers for the most 
pressing issues of today and tomorrow. 

EY teams work across a full spectrum of services in assurance, consulting, 
tax, strategy and transactions. Fueled by sector insights, a globally 
connected, multi-disciplinary network and diverse ecosystem partners, EY 
teams can provide services in more than 150 countries and territories.

All in to shape the future with confidence. 
EY refers to the global organization, and may refer to one or more, of the 
member firms of Ernst & Young Global Limited, each of which is a 
separate legal entity. Ernst & Young Global Limited, a UK company limited 
by guarantee, does not provide services to clients. Information about how 
EY collects and uses personal data and a description of the rights 
individuals have under data protection legislation are available via 
ey.com/privacy. EYG member firms do not practice law where prohibited 
by local laws. For more information about our organization, please visit 
ey.com.

Ernst & Young LLP is one of the Indian client serving member firms 
of EYGM Limited. For more information about our organization, 
please visit www.ey.com/en_in. 

Ernst & Young LLP is a Limited Liability Partnership, registered 
under the Limited Liability Partnership Act, 2008 in India, having its 
registered office at Ground Floor, Plot No. 67, Institutional Area, 
Sector - 44, Gurugram - 122 003, Haryana, India.

© 2025 Ernst & Young LLP. Published in India. 
All Rights Reserved.

This publication contains information in summary form and is 
therefore intended for general guidance only. It is not intended to be 
a substitute for detailed research or the exercise of professional 
judgment. Neither EYGM Limited nor any other member of the global 
Ernst & Young organization can accept any responsibility for loss 
occasioned to any person acting or refraining from action as a result 
of any material in this publication. On any specific matter, reference 
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