Manohar Chowdhry & Associates MCA TaxVogue:

CHARTERED ACCOUNTANTS

Budget 2026

osth February 2026

Finance Bill, 2026: FAST-DS 2026 and Rationalisation of Prosecution under the Black
Money Act

A pragmatic compliance window for legacy foreign asset disclosures
1. Background and The Pre-Amendment Regime

I. The Black Money (Undisclosed Foreign Income and Assets) and Imposition of Tax Act,
2015

The Black Money Act was enacted with the objective of curbing the generation and
concealment of undisclosed foreign income and assets by resident taxpayers. The law
introduced a stringent compliance and enforcement regime, characterised by:

e Mandatory disclosure of all foreign income and assets in the return of income.

e Tax at 30% on undisclosed foreign income and assets coupled with penalty of up to 3
times the tax.

e Rigorous prosecution provisions u/s. 49 and 50, prescribing imprisonment and fine for
wilful failure to furnish returns or disclose foreign assets irrespective of the value
involved.

e A one-time compliance window was notified in 2015 for assets acquired up to 31 March
2015,

Following the closure of the 2015 compliance window, the law did not provide any structured
mechanism for voluntary regularisation of legacy or inadvertent non-disclosures. This
vacuum disproportionately impacted small taxpayers especially in cases involving technical
lapses rather than deliberate evasion.

Il. Prosecution under Sections 49 and 50 - A Disproportionate Regime

While the penalty provisions under sections 42 and 43 were subject to a monetary threshold
of Rs. 20 lakh (excluding immovable property), prosecution under sections 49 and 50 could
be initiated without any threshold, even for minor or low-value foreign assets. This resulted in
significant criminal exposure for technical or inadvertent defaults often disconnected from
the gravity of the lapse



Manohar Chowdhry & Associates

CHARTERED ACCOUNTANTS

2. Proposed Amendments under the Finance Bill, 2026
A. Introduction of FAST-DS 2026

The Finance Bill, 2026 proposes to introduce a Foreign Assets of Small Taxpayers -
Disclosure Scheme, 2026 (FAST-DS 2026) as a one-time compliance opportunity under the
Black Money Act.

Key Features of the Scheme

Eligible persons
e Individuals who are or were residents in India during the period when the foreign income
accrued or the asset was acquired.
e The scheme also extends to present non-residents and RNORs for assets acquired
during their period of residence.

Scope of coverage

e Undisclosed foreign income.

* Undisclosed foreign assets located outside India.

e Foreign assets acquired from disclosed income or during non-resident status but not
reported in the return of income.

Monetary thresholds

e Undisclosed foreign income and assets: Aggregate value not exceeding Rs. 1 crore as
on 31% March 2026

e Explained but unreported foreign assets: Aggregate value not exceeding Rs. 5 crore, as
on 31 March 2026.

Amount payable

e Undisclosed income / assets: 60% of value (30% tax plus 100% of tax as penalty).

* Explained but unreported assets: Flat fee of 1 lakh, subject to the value threshold,
payable once per asset for the first year of non-disclosure; assets acquired in different
years attract the fee in their respective first years of non-disclosure.

Immunity

e Complete immunity from further tax, penalty and prosecution under the Black Money
Act for matters covered by a valid declaration.

Exclusions

* Assets representing proceeds of crime under the Prevention of Money Laundering Act
(PMLA).
e Cases where assessment under the Black Money Act has already been completed.
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B. Comparative Position - Existing vs Proposed Regime

Particulars

Existing Position

Proposed Amendment

Voluntary disclosure
mechanism

No window available
after 2015

One-time FAST-DS 2026

Eligible taxpayers

Not applicable

Persons who are or were
residents during relevant
period

All undisclosed

Differentiated coverage for

Coverage foreign undisclosed and explained but
income/assets unreported assets
0% tax + lty of 100% of
30% tax + penalty up ’?ax fo?ﬁngii.Z?osi(o)I assetS'oRs 1
Tax / fee to 300% of tax + e

prosecution

lakh flat fee for explained
assets

Total Liability

120% of asset value

60% of value for undisclosed
income/assets and flat fee of
Rs.1 lakh for explained but
unreported foreign assets

Repeated non-
disclosure

Consequences every
year

One-time fee; asset deemed
disclosed thereafter

Prosecution exposure

Even for low-value
defaults

Immunity under the Scheme
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3. Rationalisation of Prosecution under the Black Money Act
Relaxation of Sections 49 and 50

The Finance Bill, 2026 proposes a significant correction by providing that prosecution
shall not be initiated for non-disclosure of foreign assets (other than immovable
property) where the aggregate value does not exceed Rs. 20 lakhs. This threshold aligns
prosecution provisions with the existing penalty framework. The relaxation applies
retrospectively from 1 October 2024, offering relief in pending and prospective matters.

4. Policy Rationale and Legislative Intent

The stated objectives behind these amendments are to:
e Address legacy and inadvertent non-compliance, particularly among small
taxpayers.
e Facilitate voluntary compliance in cases involving:
o ESOPs and RSUs,
o Dormant foreign bank accounts,
o |nsurance or savings policies of returning non-residents,
o Deputation-related overseas holdings.
e Reduce litigation and administrative burden arising from technically harsh
provisions.
e Introduce proportionality in penal consequences by distinguishing wilful evasion
from bona fide errors.
e | everage information received under the Automatic Exchange of Information (AEOI)
framework in a non-adversarial manner.



Manohar Chowdhry & Associates

CHARTERED ACCOUNTANTS

MCA Analysis & Comments

The introduction of FAST-DS 2026 represents a measured and pragmatic response to
long-standing issues faced by small taxpayers under the Black Money Act. By expressly
distinguishing between undisclosed assets and explained but unreported assets, the
scheme acknowledges the realities of a globalised workforce and the prevalence of
inadvertent non-compliance.

The flat-fee mechanism for explained assets is likely to see meaningful participation,
particularly where the exposure under the Black Money Act would otherwise be
disproportionate. The assurance of immunity from prosecution significantly enhances
certainty and closure.

That said, certain aspects may temper the scheme's effectiveness:
e The effective cost of 60% for undisclosed assets remains steep and may deter
disclosures in borderline cases.
* Exclusion of cases where assessment is already completed limits relief for taxpayers
already in litigation.
e Valuation and eligibility criteria especially for financial interests and ESOP-linked
assets may give rise to interpretational disputes.

The rationalisation of prosecution thresholds under sections 49 and 50 is a welcome and
long-overdue reform, restoring proportionality and significantly reducing the risk of
criminalisation for low-value defaults. The retrospective application of the amendment is
particularly beneficial for pending matters. However, the Scheme is yet to be notified
along with the corresponding rules and governance framework, which are critical to
addressing several practical and interpretational issues. This uncertainty assumes greater
significance in cases pending before the Assessing Officer, especially where limitation
periods are approaching. Timely notification is therefore imperative to ensure that the
legislative intent translates into meaningful and effective relief on the ground.

Overall, while FAST-DS 2026 may not eliminate all complexities, it marks a meaningful
shift towards ease of compliance and rationalisation of penal consequences provided it is
administered with clarity, consistency and minimal procedural friction.

Do write to us on dtgtc@mca.co.in if you have any queries relating to this tax alert.

Only for information and knowledge dissemination.



