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Key proposals of the Taxation and Other Laws (Amendment) Bill, 2026 
 
The Indian Finance Minister introduced the Taxation and Other Laws (Amendment Bill), 2026 (‘TOLA, 
2026’) in the Lower House of Parliament on 4 August 2026. This Bill is aimed at attracting foreign 
investment by extending tax holidays and exemptions, streamlining compliances and eliminating 
requirements for approvals for specified taxpayers.  
 
The team at JMP Advisors is pleased to summarise below the significant tax proposals announced in 
the TOLA, 2026. These proposals are subject to enactment of the TOLA, 2026 and are effective from 
1 April 2026 unless otherwise stated.  

 
 Relaxation of conditions to avail exemption in connection with specified data centre 

services [Schedule IV] 
 

 An exemption was provided under the Finance Act, 2026 for the income of foreign companies 
by way of procuring data centre services, subject to specified conditions. 
 

 In this connection, it is proposed to relax some of the conditions which are a prerequisite to 
avail of the exemption, as under: 

 
a. The foreign company does not need specific notification by the Central Government. 

 
b. The specified data centre may not necessarily be set up under an approved scheme or be 

separately notified by the Central Government. Instead, the data centre would be required 
to satisfy such conditions as may be prescribed. 
 

c. The data centre may not necessarily be owned by an Indian company. The data centre 
shall be required to be operated by an Indian company, which may either be an owned 
facility or a leased arrangement. 

 
 The proposed amendment will be effective from 1 October 2026. 

 
 Exemption on income from sale of components used in manufacturing of electronic goods 

[Schedule IV] 
 
 It is proposed to exempt income arising from the sale of components by a foreign company 

that stores components in a warehouse located in a customs bonded area in India. 
 

 It is proposed that the exemption shall apply where the components are supplied to a contract 
manufacturer for manufacturing specified electronic goods on behalf of the foreign company. 
 

 It is further proposed that the exemption will apply only where the Indian contract manufacturer 
produces specified electronic goods on behalf of any foreign company and shall be subject to 
furnishing of information in such form and manner as may be prescribed. 

 
 The exemption will be available for 15 years i.e. up to tax year ending on 31 March 2041. 

 
 The proposed amendment shall be effective from 1 October 2026 
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 Exemption on certain income from Government Securities [Schedule IV] 

 
 It is proposed to exempt the income earned by Foreign Institutional Investors (‘FIIs’) and the 

Bank for International Settlements (‘BIS’) by way of interest on Government Securities and 
Capital gains on the sale, exchange or transfer of Government Securities. 
 

 It is further proposed to provide that such exemption shall be subject to furnishing of 
information in such form and manner as may be prescribed. 

 
 In this context, Government Securities refer to debt instruments issued by the Government of 

India or State Governments, including treasury bills, Government bonds and other sovereign 
securities for the purpose of public borrowings. 

 
 Extension of period of exemption for a foreign company and insertion of definition of 

‘Specified Electronic Goods’ [Schedule IV]  
 

 It is proposed to extend the exemption available to a foreign company on income arising from 
the provision of capital goods, equipment or tooling to a contract manufacturer by another ten 
years, i.e., from Tax Year 2030-31 to Tax Year 2040-41. 

 
 Further, it is proposed to insert a definition of ‘Specified Electronic Goods’ to mean mobile 

phones, laptops, all-in-one personal computers and tablets, servers and USFF or specified 
sub-assemblies to finished goods, hearables and wearables and accessories, to provide 
greater clarity and certainty regarding scope and application of the exemption. 

 
 Exemption on income from sale of rough diamonds [Schedule IV] 

 
 It is proposed to exempt income from sale of rough diamonds earned by a foreign company 

engaged in diamond mining or a sightholder of the mine, broker, aggregator or a tender and 
auction entity. 
 

 It is further proposed that the exemption will apply only where the sale is carried out in a 
notified special zone and shall be subject to furnishing of information in such form and manner 
as may be prescribed.  

 
 The exemption will be available for 15 years i.e. up to tax year ending on 31 March 2041. 

 
 The proposed amendment shall be effective from 1 October 2026. 

 
 Relaxations for Eligible Investment Fund to not constitute Business Connection in India 

[Schedule I] 
 

 The fund management activity carried out by an eligible investment fund through an eligible 
fund manager acting on behalf of such fund would not constitute a business connection in 
India subject to conditions prescribed. 
 

 In order to promote fund management activities in India, it is proposed to relax the conditions 
for qualifying as an eligible investment fund by reducing the existing 13 conditions to 5 
conditions, as follows: 
a. Fund is not resident in India 

 
b. Fund is resident in a country or specified territory having a DTAA with India or in a notified 

jurisdiction. 
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c. Aggregate investment by Indian residents in the fund does not exceed 5% of the corpus. 
 

d. Fund does not carry on or control and manage, directly or indirectly, any business in India. 
 

e. No person acting on behalf of the fund engages in any activity which constitutes a business 
connection in India other than the activities undertaken by the eligible fund manager on its 
behalf. 

 
 Further, it is proposed that an investment fund and its fund manager shall be required to 

comply with the prescribed conditions irrespective of the fact that the fund manager is located 
in an International Financial Services Centre (‘IFSC’) and the eligible fund has commenced 
operations before 31 March 2030. 
 

 Exemption on dividend income earned by unit holder of a business trust [Schedule V] 
 

 It is proposed to exempt the dividend income earned by the unit holders of a business trust 
from a Special Purpose Vehicle (‘SPV’) which has opted for the new tax regime.  
 

 It is further proposed that for such SPVs, the rate of surcharge be increased from 10% to 25%. 
 

 Further, such increased surcharge should be considered for payment of advance tax. 
 

Should you wish to discuss any of the above issues in detail or understand the applicability to your 
specific situation, please feel free to reach out to us at coe@jmpadvisors.in. 
 
 
The JMP Advisors Team 
4 August 2026 
 
 
JMP Advisors Private Limited 
 
A collaborating firm of Andersen Global 
 
12, Jolly Maker Chambers II, Nariman Point, Mumbai 400 021, India 
T: +91 22 35112076, E: info@jmpadvisors.in, W: www.jmpadvisors.com  
 

Recognised consistently as a leading tax and transfer pricing firm in India, inter alia, by ITR in 
the 2026 Directory!  
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About JMP Advisors 
 
JMP Advisors is a leading professional services firm that offers advisory, tax and regulatory services. The vision of JMP Advisors 
is to be ‘The Most Admired Professional Services Firm in India’. It aims to be the best as measured by the quality of its people and 
service to clients. The firm has a merit-based culture and operates to the highest standards of professionalism, ethics, and integrity. 
Jairaj Purandare, the Founder Chairman has over four decades of experience in tax and business advisory matters and is an 
authority on tax and regulation in India. Jairaj was Regional Managing Partner, Chairman-Tax and Country Leader-Markets & 
Industries of PricewaterhouseCoopers India. Earlier, Jairaj was Chairman of Ernst & Young India and Country Head of the Tax & 
Business Advisory practice of Andersen India. 
 

 
JMP Advisors offers advice in international taxation, domestic taxation, transfer pricing, mergers and acquisitions, Goods and 
Services Tax (GST), business laws, exchange control regulations and foreign investment consulting. We specialize in fiscal strategy 
and policy foresight and are also trusted advisors to high net worth families. Our team at JMP Advisors takes pride in being the best 
at what matters most to clients-technical expertise, innovative solutions, consistent, high quality service, reliability and ease of doing 
business. 
 
JMP Advisors has been consistently recognized as a leading Tax firm in India, inter alia, in the International Tax Review for all 
successive years since incorporation, including the 2026 World Tax and Transfer Pricing Directory.  
 
JMP Advisors is a collaborating firm of Andersen Global in India. Andersen Global is an international association of legally separate, 
independent member firms comprised of tax, legal and valuation professionals around the world. Established in 2013 by U.S. 
member firm Andersen Tax LLC, Andersen Global now has more than 50,000 professionals in 180 countries and a presence in 
over 1,000 locations through its network firms. 

Disclaimer 
 
This material and the information contained herein is of a general nature and is not intended to address specific issues of any person. 
Any person acting on the basis of this material or information shall do so solely at his own risk. JMP Advisors Private Limited shall 
not be liable for any loss whatsoever sustained by any person who relies on this material or information  
 
JMP Advisors Pvt Ltd is a collaborating firm of Andersen Global in India. Andersen Global is an international association of legally 
separate, independent member firms. JMP Advisors Pvt Ltd bears no responsibility and/or liability whatsoever for any actions of 
Andersen Global or any of its network firms. 


