FOREWORD
Finance Minister Mr. Arun Jaitley tabled budget in the Parliament on 1st February, 2018 being the last full-fledged
budget by ruling Narendra Modi lead NDA Government.
The annual budget has attempted to juggle the competing interests of various people to maximize political, fiscal
and economic capital. FM has tried to focus on his Govt.’s mission to especially strengthen agriculture, rural
development, health, education, employment, MSME and infrastructure sectors of Indian economy.
The FM announced that farmers will be given an MSP of at least 1.5 times the production cost for all crops. The
announcement was followed by many such schemes like raising institutional credit for agriculture sector,
increased allocations for ‘operation greens’, development of rural marketing infrastructure, doubling of allocation
for food processing sector and announcement of funds for infrastructure development in fisheries and animal
husbandry etc.
For Infrastructure development, massive allocations have been made in the infrastructure sector. In the year
2018-19, for creation of livelihood and infrastructure in rural areas, total amount of Rs. 14.34 lakh crore is
proposed to be spent.
Modicare, the health assurance scheme that will cover 50 crore people — about half those would be above the
formal poverty line — is a big deal, if and when it materialises.
To step up investments in research and related infrastructure in premier educational institutions, including health
institutions, FM has proposed to launch a major initiative named ‘‘Revitalising Infrastructure and Systems in
Education (RISE) by 2022’’ with a total investment of Rs. 1 lakh crore in next four years. Setting up school of
eminence, Schools of Planning and architecture, Establishing Ekalavya Schools for Tribals, all these are welcome
initiative.
Addressing the concerns of middle class and poor, the FM has set up higher targets for Ujjwala Yojana, Saubhagya
and Swachh Mission to cater to lower and middle class sections, providing free LPG connections, electricity and
toilets.
To address Youth and start-ups, FM proposed changes in customs duty to promote creation of more jobs in the
country and also to incentivise domestic value addition and Make in India in sectors such as food processing,
electronics, auto components, footwear and furniture.
To woo small businessmen, FM made a proposal to extend reduced rate of 25% corporate tax, currently available
for companies with turnover of less than Rs. 50 crore (in F.Y. 2015-16), to companies reporting turnover up to Rs.
250 crore in F.Y. 2016-17.
The tax concessions extended to senior citizens is also commendable for three reasons - the poor social security
system in the country, the deleterious effect of inflation on savings and rising health care costs.
The Budget 2018 made some interesting changes to financial regulations. First, the reintroduction of capital gains
tax in Budget 2018 was negative for capital formation in the public markets but an introduction of a
‘grandfathering’ clause protects gains made till the budget’s introduction. The second major proposal in the bill is
of incentivizing the corporate debt market. Third, there are many kind words for various funds like alternative
investment funds, infrastructure funds, real estate funds and venture capital funds. Similarly, there are soothing
words for the growth of fintech. The fourth announcement is with respect to the creation of a unified regulator in
the international finance centre at Gujarat. Fifth, there is a significant change in the enforcement process at SEBI.
Budget 2018 was certainly the most difficult Union Budget for PM Narendra Modi in his four-year regime. On one
hand, the government had to set a roadmap for country's development, and on the other, it had to pacify
different sections of society before General Elections, 2019. The budget, as expected, is a very political budget,
from rural economy to women to small businessmen – there were certain areas which Modi clearly addressed
showering benefits on the poor and making no bones about taxing the rich a little more to finance the spending
on the poor and the rural economy.
For last 27 years, our firm has been compiling analysis on “Union Budget” and key regulatory updates. As a trend
we have compiled certain important provisions introduced in the Finance Bill, 2018 and key announcements
made in the Union Budget presented for the year, which are attached herewith for your reading.
Ahmedabad, February 1, 2018.
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BUDGET AT A GLANCE
(Rs. In crore)
Sr.
No.
1

Revenue Receipts

2

Tax Revenue (Net to Centre)

3

Non-Tax Revenue

4

2016-17

2017-18

2017-18

2018-19

Actuals

Budget
Estimates

Revised
Estimates

Budget
Estimates

[2+3] 13,74,203

15,15,771

15,05,428

17,25,738

11,01,372

12,27,014

12,69,454

14,80,649

2,72,831

2,88,757

2,35,974

2,45,089

6,00,991

6,30,964

7,12,322

7,16,475

Particulars

Capital Receipts

[5+6+7] [$]

5

Recoveries of Loans

17,630

11,933

17,473

12,199

6

Other Receipts

47,743

72,500

1,00,000

80,000

7

Borrowings and other liabilities [*]

5,35,618

5,46,531

5,94,849

6,24,276

[1+4] 19,75,194

21,46,735

22,17,750

24,42,213

[10+13] 19,75,194

21,46,735

22,17,750

24,42,213

8

Total Receipts

9

Total Expenditure

10

On Revenue Account
of which

16,90,584

18,36,934

19,44,305

21,41,772

11

Interest Payment

4,80,714

5,23,078

5,30,843

5,75,795

12

Grants in Aid for Creation of
Capital Assets

1,65,733

1,95,350

1,89,245

1,95,345

2,84,610

3,09,801

2,73,445

3,00,441

3,16,381

3,21,163

4,38,877

4,16,034

2.1

1.9

2.6

2.2

1,50,648

1,25,813

2,49,632

2,20,689

1.0

0.7

1.5

1.2

5,35,618

5,46,531

5,94,849

6,24,276

3.5

3.2

3.5

3.3

54,904

23,453

64,006

48,481

0.4

0.1

0.4

0.3

13
14

On Capital Account
Revenue Deficit

[10-1]

As a % of GDP
15

Effective Revenue
Deficit

[14-12]

As a % of GDP
16

Fiscal Deficit

[9-(1+5+6)]

As a % of GDP
17

Primary Deficit

[16-11]

As a % of GDP

1. GDP for BE 2018-2019 has been projected at Rs. 1,87,22,302 crore assuming 11.5% growth
over the estimated GDP of Rs. 1,67,84,679 crore for 2017-18 (RE).
2. Individual items in this document may not sum up to the totals due to rounding off.
$ Excluding Receipts under Market Stabilization Scheme.
* Includes draw-down of Cash Balance.
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THE UNION BUDGET: AN OVERVIEW
DIRECT TAX:
Favorable Proposals:

 Concessional tax rate of 25% extended to domestic companies having total turnover or gross
receipt not exceeding Rs. 250 crores in financial year 2016-17 as against present ceiling of Rs. 50
crore in FY 2015-16.

 Deduction in respect of medical insurance increased from Rs. 30,000 to Rs. 50,000 for senior
citizen.

 Deduction in respect of treatment of specified dieses increased from Rs. 60,000 to Rs. 1,00,000
for senior citizen.

 New deduction introduced in respect of Interest on deposit of Rs. 50,000 to senior citizen.
 Standard Deduction on Salary income up to Rs. 40,000, in place of Transport allowance of Rs.
19,200 and medical reimbursement of Rs. 15,000.

 Deduction to Farm Producer Companies [FPC] having turnover up to Rs. 100 crore in respect of
income from marketing, processing of agricultural products grown by its members for 5 years.

 Deduction in respect of emoluments paid to eligible new employee extended to footwear and

leather industry. Minimum period of employment reduced from 240 days to 150 days for
apparel industry.

 Exemption to non-employee subscribers of NPS, 40% of the total amount payable to him on
closure of his account or on his opting out.

 No adjustment to sale consideration in case, variation between stamp duty value and the sale
consideration is not more than 5% of the sale consideration.

 Agricultural commodity derivatives transaction not to be considered as speculative.
Adverse Proposals:
 Health and education cess at 4% to non-resident individuals and companies other than
domestic company.
 Tax at 10% on long term capital gain on sale of equity shares or unit of equity oriented mutual
fund exceeding Rs. 1 Lakh subject to grand fathering clause.
 Cash payment exceeding Rs. 10,000 made by trust to be disallowed.
 Expanded scope of the term “Business Connection”.
INDIRECT TAX (CUSTOMS, EXCISE, SERVICE TAX & GST):
 No change in peak rate of customs duty.
 Education cess and Secondary Higher education cess will be replaced by levy of Social Welfare
Surcharge, as a duty of Customs on imported goods.
 Levy of Road and Infrastructure Cess on Petroleum and Petroleum products.
RAILWAYS:
 Renovation and up gradation of 600 railway stations across India.
 Focus on use of technology to improve railway safety.
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DIRECT TAXES
INCOME TAX
Applicability:



Most of the provisions of the Finance Bill, 2018 will be applicable from financial year starting
from 1st April, 2018 and apply to the Asst. Year 2019-20 and subsequent assessment years,
unless otherwise stated.



Significant proposals announced in the Union Budget, 2018 are summarized below:

RATES OF INCOME TAX:
Individuals, HUF, AOP, BOI and Artificial Juridical person:



The Basic Exemption Limit for Income Tax is proposed as stated below:
Type of Assessee

Proposed
Limit Rs.

Existing
Limit Rs.

Remarks

Individuals below 60 years, HUF, AOP, BOI and
2,50,000
Artificial Juridical person

2,50,000

No Change

Resident Individuals of 60 years or more but
3,00,000
less than 80 years

3,00,000

No Change

Resident individuals of 80 years or more

5,00,000

No change

5,00,000



Tax slabs for Income Tax would remain same as per last year.



The Proposed slab rates are stated below:
Income
Rs. 2,50,001 to Rs. 3,00,000
Rs. 3,00,001 to Rs. 5,00,000
Rs.
5,00,001
to
Rs.
10,00,000
Exceeding Rs. 10,00,000



Individuals below
60 years/ HUF/
AOP/ BOI/ Artificial
Juridical Person
5%
5%

Individuals above
Individuals
60 years or more
above 80 years
but less than 80
or more
years
Nil
Nil
5%
Nil

20%

20%

20%

30%

30%

30%

Proposed rates of Surcharge would be as follows:
Income
Up to Rs. 50,00,000
Rs. 50,00,000 to Rs.
1,00,00,000

Individuals
(Resident/NR)/ HUF/
AOP/ BOI/ Artificial
Juridical Person

Firm/ LLP/Co.
op. Society/
Local
Authorities

Domestic
Company

Foreign
Company

Nil

Nil

Nil

Nil

10%

Nil

Nil

Nil
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Income
Rs.1,00,00,000 to Rs.
10,00,00,000
Exceeding
Rs.
10,00,00,000



Individuals
(Resident/NR)/ HUF/
AOP/ BOI/ Artificial
Juridical Person

Firm/ LLP/Co.
op. Society/
Local
Authorities

Domestic
Company

Foreign
Company

15%

12%

7%

2%

15%

12%

12%

5%

However, Education Cess shall continue to be 3% on the amount of Tax inclusive of Surcharge in all
cases.

Firms and Limited Liability Partnership (LLP), Co-operative Societies and Local Authorities:



No change is proposed in the tax rate and surcharge.



Education Cess shall continue to be 3% on the amount of Tax inclusive of Surcharge.

Domestic Companies:



Proposed rates of Taxes are as follows:
Proposed

Existing
Effective
Effective
Tax
Surcharge
E.C.
Rates
Rates
Income Tax (Total Turnover or gross receipt in the P.Y. 2016-17 does not exceed Rs. 250 crore)
Total Income
Upto Rs. 1 crore
25%
Nil
3%
25.75%
Rs. 1 crore to Rs. 10 crores
25%
7%
3%
27.5525%
Exceeding Rs. 10 crores
25%
12%
3%
28.84%
Income Tax (All other cases)
Upto Rs. 1 crore
30%
Nil
3%
30.9%
30.900%
Rs. 1 crore to Rs. 10 crores
30%
7%
3%
33.063%
33.063%
Exceeding Rs. 10 crores
30%
12%
3%
34.608%
34.608%
Minimum Alternate Tax
Book Profit
Upto Rs. 1 crore
18.50%
NIL
3%
19.05500% 19.05500%
Rs. 1 crore to Rs. 10 crores
18.50%
7%
3%
20.38885% 20.38885%
Exceeding Rs. 10 crores
18.50%
12%
3%
21.34160% 21.34160%
Dividend Distribution Tax
On Distributed Profit
17.64706%
12%
3%
20.35765% 20.35765%
Tax on Distributed Income of Domestic Company for Buy–Back of Shares
On Distributed Income
20%
12%
3%
23.072%
23.072%
Tax on Distributed Income by Securitization Trusts
On Distribution to Investors
25%
12%
3%
28.840%
28.840%
(being Individual and HUF)
On Distribution to other
30%
12%
3%
34.608%
34.608%
Investors
Particulars
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Levy of New Cess “Health and Education Cess” instead of Education Cess:



In case of persons not resident in India including foreign company, education cess on tax
inclusive of surcharge @ 3% shall be discontinued on tax deducted or collected at source.
However, a new cess” Health and Education Cess” shall be levied @ 4% on tax inclusive of
surcharge.

Important note:



It is interesting to note that in Part –I of First Schedule prescribing the rate of tax applicable to
different class of tax payers, the income arising of the nature of long term capital gain on sale
of listed securities as per new introduced Section 112A is proposed to be charged at the flat
rate of 10%. However, in Part-II and Part-III of the said Schedule while computing the advance
tax liability and/or making deduction of tax at source, it is proposed that such tax shall be
increased by surcharge as applicable. This inadvertent contradicting provisions may lead to
controversy in processing the returns of income.



It is further interesting to note that the Hon’ble Finance Minister in his Budget Speech has
proposed to replace the existing 3% Education Cess by 4% “Health and Education Cess”.
However, while enacting the amended Act, the existing cess have been continued to be levied
on Income Tax whereas, newly introduced cess is proposed to be levied while making TDS
from payments to be made to Non-residents.

PROVISIONS RELATING TO BUSINESS INCOME:
Amendments u/s 145 in relation to notified Income Computation and Disclosure Standards
(ICDS):

 During November, 2017, pursuant to the writ petition filed by Chamber of Tax Consultant in

W.P.(C) 5595/2017 & CM APL 23467/2017- (2017) 400 ITR 178 (Del) against the provision of
ICDS which has the effect of over ruling the decisions of various Courts and Legal Provisions,
Hon’ble Delhi High Court has held seven ICDS as ultra vires with CBDT Notification no. 87 and
88 dated 29th September, 2016 and Circular no. 10 of 2017.

 The finance bill proposed to bring following amendments by way of substitution of section
145A by new sections 145A and 145B in order to bring certainty arising in the wake of the
aforesaid judicial pronouncement:


marked to market loss or other expected loss as computed in accordance with the income
computation and disclosure standards notified under sub-section (2) of section 145 shall be
allowed as deduction u/s 36(1)(xviii);



no deduction or allowance in respect of marked to market loss or other expected loss shall
be allowed u/s 40A except such losses are allowable u/s 36(1)(xviii) as discussed in
preceding paragraph;



Inserting new section 43AA, it is provided that any gain or loss arising on account of any
change in foreign exchange rates shall be treated as income or loss, as the case may be,
and such gain or loss shall be computed in accordance with the income computation and
disclosure standards notified under sub-section (2) of section 145 subject to the provisions
of Section 43A;
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 The gain or loss arising on account of the effects of change in foreign exchange rates
shall be in respect of all foreign currency transactions, including those relating to:



-

monetary items and non-monetary items;

-

translation of financial statements of foreign operations;

-

forward exchange contracts;

-

foreign currency translation reserves.

Inserting new section 43CB, it is proposed that the profits and gains arising from a
construction contract or a contract for providing services shall be determined on the basis
of percentage of completion method in accordance with the income computation and
disclosure standards notified under sub-section (2) of section 145:
 In respect service contracts, it is provided that:
-

profits and gains arising from a contract for providing services with duration of not
more than ninety days, the same shall be determined on the basis of project
completion method; and

-

profits and gains arising from a contract for providing services involving
indeterminate number of acts over a specific period of time, the same shall be
determined on the basis of straight line method.

 For the purposes of percentage of completion method, project completion method or
straight-line method referred to above, the contract revenue shall include retention
money and the contract costs shall not be reduced by any incidental income in the
nature of interest, dividends or capital gains


In respect of valuation of inventories, purchase, sales or securities held as inventory, for
the purpose of computing income chargeable under the head “Profits and Gains from
Business or Profession”, it is proposed to amend Section 145A as under:
 the valuation of inventory shall be made at lower of actual cost or net realisable value
computed in accordance with the income computation and disclosure standards
notified under sub-section (2) of section 145;
 the valuation of purchase and sale of goods or services and of inventory shall be
adjusted to include the amount of any tax, duty, cess or fee (by whatever name called)
actually paid or incurred by the assessee to bring the goods or services to the place of its
location and condition as on the date of valuation;
 the inventory being securities not listed on a recognised stock exchange, or listed but
not quoted on a recognised stock exchange with regularity from time to time, shall be
valued at actual cost initially recognised in accordance with the income computation
and disclosure standards notified under sub-section (2) of section 145;
 the inventory being securities other than those referred to in preceding paragraph, shall
be valued at lower of actual cost or net realisable value in accordance with the income
computation and disclosure standards notified under sub-section (2) of section 145 and
such comparison of cost and NRV is proposed to be made category wise.



In order to bring in clarity as regards taxability of certain income, it is proposed to insert a
new section 145B to provide as under:
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 the interest received by an assessee on any compensation or on enhanced
compensation, as the case may be, shall be deemed to be the income of the previous
year in which it is received;
 any claim for escalation of price in a contract or export incentives shall be deemed to be
the income of the previous year in which reasonable certainty of its realisation is
achieved;
 the income in the nature of subsidy or grant or cash incentive or duty drawback or
waiver or concession or reimbursements (by whatever name called) referred to in subclause (xviii) of clause (24) of section 2 shall be deemed to be the income of the
previous year in which it is received, if not charged to income-tax in any earlier previous
year.


It is worthwhile to note that all the provisions of ICDS which were held to be “ultra vires”
by Hon’ble Delhi High Courts are now proposed to be made part of the statute citing the
reason that “a large number of taxpayers have ensured compliance with the notified ICDS
at the then prevalent time and the same are proposed to be enacted as such so as to
prevent any further inconvenience to them.” Thus, the issues regarding accounting and
taxability of various items held in favour of taxpayer by various courts including that by
Apex Court as were raised and discussed by Hon’ble Delhi High Court in the aforesaid
decision, are now set aside with the above amendments proposed to be made in the
statutory provisions.



All the above amendments are proposed to be effective retrospectively from 1st April, 2017
i.e. A.Y. 2017-18.

Aligning the scope of “Business Connection” in India:



The existing provisions of Explanation 2 to section 9(1)(i) provides that “Business Connection”
includes business activities carried on by non-residents through dependent agent. The scope
of "business connection" under the Act is similar to the provisions relating to Dependent
Agent Permanent Establishment (DAPE) in India’s Double Taxation Avoidance Agreements
(DTAAs). For quite some time, OECD is actively engaged on focusing on Base Erosion and Profit
Shifting (“BEPS”) tax planning undertaken by MNCs world across.



In order to tackle such tax avoidance scheme, the BEPS Action plan 7 recommended
modifications to paragraph (5) of Article 5 to provide that an agent would include not only a
person who habitually concludes contracts on behalf of the non-resident, but also a person
who habitually plays a principal role leading to the conclusion of contracts. The said similarly
Plan also recommends the introduction of an anti-fragmentation rule as per OECD Model tax
conventions, 2017 so as to prevent the tax payer from resorting to fragmentation of functions
which are otherwise a whole activity in order to avail the benefit of exemption under
paragraph 4 of Article 5 of DTAAs.



The above recommendation is included in Article 12 of Multilateral Convention to Implement
Tax Treaty Related Measures (herein referred to as ‘MLI’), to which India is also a signatory.
Consequently, these provisions will automatically modify India’s bilateral tax treaties covered
by MLI, where treaty partner has also opted for Article 12. Thus, the scope of business
connection as per DTAA is much wider than the scope of business connection as per the
present definition in section 9.
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As per sub-section (2) of section 90 of the Act provides that the provisions of the domestic law
would prevail over corresponding provisions in the DTAAs, to the extent they are beneficial.



In order to address this anomaly and make the scope wider in parity with DTAAs, it is
proposed to amend the definition of the term “Business Connection” as is defined in
explanation 2 to clause (a) of section 9 of the Income Tax Act, 1961.



As per the present provisions of Sec. 9, a dependent agent is the one who:

 Acts on behalf of the non-resident;
 has an authority to conclude contracts on behalf of the non-resident;
 habitually exercises in India his authority to conclude contracts on behalf of the nonresident;

 has no authority, but habitually maintains in India a stock of goods or merchandise from
which he regularly delivers on behalf of non-resident;

 Habitually secures order in India, mainly or wholly for the non-resident.


In order to align the definition with that as per OECD recommended definition, it is proposed
to substitute clause (a) of the Explanation 2 so as to provide that “Business Connection”
includes business activities carried through a person, who:

 Acts on behalf of the non-resident;
 has an authority to conclude contracts on behalf of the non-resident;
 habitually exercises in India his authority to conclude contracts on behalf of the nonresident; or

 habitually plays the principal role in concluding the contracts by non-residents.


It is further proposed that the contracts should be:

 in the name of the non-resident; or
 for the transfer of ownership / granting right to use of the property owned by the nonresident or that non-resident has right to use;

 for the provision of services by the non-resident.


It may also be further noted that the scope of existing provisions of section 9(1)(i) is very
narrow since it provides for physical presence of non-resident in India in respect of taxation of
non-residents in India.



Hence, certain business models like digitized businesses are not covered within the scope of
provisions of section 9(1)(i) of the Act since such business do not require physical presence of
non-residents in India.



In order to overcome the limitation, the Finance Act, 2018 has proposed to insert explanation
2A to section 9(1)(i) which provides that “Significant Economic Presence” of a non-resident in
India shall constitute “Business Connection” of the non-resident in India.



“Significant Economic Presence” shall mean:

 any transaction in respect of any goods/ services/ property carried out by a non-resident in

India including provision of download of data or software in India if the aggregate
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payments arising from such transaction during the previous year exceeds the amount
prescribed; or

 Systematic and continuous soliciting of its business activities or engaging in interaction with
such number of users as may be prescribed, in India through digital means.



It is also proposed that the activities shall constitute significant presence in India and the nonresident does not necessarily have a place of business in India or renders services in India.



The income attributable to the activities as mentioned above shall only be deemed to accrue
or arise in India.

Rationalisation of provisions relating to Country-by-Country Report:



Finance Act, 2016 has introduced Section 286 which provides for furnishing of a Country-byCountry (CbC) report in respect of an international group by its constituent or parent entity.
Consequent to the same, new rule 10DA and 10DB have been inserted which are more or less
in line with the with the recommendations in Action Plan 13 of Base Erosion and Profit
Shifting(BEPS) of the Organization for Economic Co-operation and Development (OECD).



To improve the effectiveness and reduce the compliance burden of such reposting, the
following amendments are proposed to Section 286:
Particulars

Exiting Provisions

Proposed Amendment

Timeline for furnishing report
by Parent entity or alternate
reporting entity is resident in
India.

Report shall be furnished on or
before the due-date for filing
of Return of Income except for
F.Y.2016-17 which extended to
31st March, 2018

Report shall be furnished
within a period of 12 months
from the end of reporting
accounting year.

Constituent
Entity
(CE) Report shall be furnished on or
resident in India, but parent before the due-date for filing
entity not resident in India
of Return of Income except for
F.Y.2016-17 which extended to
31st March, 2018

 CE shall also furnish CbC
Report in case its parent
entity outside India has no
obligation to file the report
of the nature referred to in
sub-section (2) in the
latter’s country or territory.
 Report shall be furnished
within a period of 12
months from the end of
reporting accounting year,

Alternate Reporting Entity of Report shall be furnished on or Report shall be furnished
International Group, where before the due-date for filing within the due date specified
parent entity is non -resident of Return of Income
by that country or territory.
in India.
Meaning
“Agreement”



of

Term an agreement referred to in
section 90(1) or section 90A(1)
or any agreement as may be
notified by the Central
Government in this behalf

an agreement referred to in
section 90(1) or section 90A(1)
and also an agreement notified
for exchange of the report u/s
286(2) and 286(4).

These amendments will apply retrospectively from A.Y. 2017-18.
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Relief from liability of Minimum Alternate Tax [MAT] on Book Profits to Companies seeking
insolvency resolution:

 Under the existing provisions of section 115JB of the Income Tax Act, 1961, there is no enabling

provision to allow a company to claim set off of unabsorbed losses AND depreciation which is
under insolvency resolution process before adjudicating authority under the provisions of
Insolvency and Bankruptcy Code, 2016.

 The present provisions permit lower of the amount of loss brought forward or unabsorbed

depreciation to be reduced from book profits which results into disadvantage and a barrier to
rehabilitation and restructuring such company seeking insolvency resolution, as where the loss
brought forward or unabsorbed depreciation is Nil, no deduction is allowed.

 During the financial year, CBDT had issued a press release dated 6th January, 2018 to above

effect and has now proposed to bring in an appropriate provision in Section 115JB w.e.f. A.Y.
2018-19 as was indicated in the said press release.

 The proposed amendment proposes to insert clause (iih) in explanation 1 to section 115JB
which provides while computing the book profits liable to MAT in case of a company against
whom an application for corporate insolvency resolution process has been admitted by the
Adjudicating Authority under section 7 or section 9 or section 10 of the Insolvency and
Bankruptcy Code, 2016, the aggregate amount of unabsorbed depreciation AND loss brought
forward shall be allowed to be reduced from the book profits. The loss brought forward shall
not include unabsorbed depreciation.

 Thus, in case of such companies seeking insolvency resolution, both, the unabsorbed
depreciation and loss (excluding depreciation) shall be allowed to be reduced from book
profits.

 The proposed amendment is expected to provide great relief to the companies which are in the
process of rehabilitation and restructuring seeking insolvency resolution.

 It is proposed to take effect from 1st April, 2018.
Relief from liability of Minimum Alternate Tax on Book Profits to Foreign Companies subjected
to presumptive taxation u/s 44B, 44BB, 44BBA or 44BBB:

 Accepting ICAI’s suggestion to bring a suitable amendment providing that foreign companies
covered under the presumptive tax regime may be kept outside the purview of MAT, the
finance bill has proposed to insert an explanation 4A to section 115JB to provide that a foreign
company shall not be subjected to provisions of section 115JB and shall not be deemed to have
been subjected to tax under the said section, where its total income comprises solely of profits
and gains from business referred to in section 44B (Profits and gains of shipping business in
case of non-residents) or section 44BB ( Profits and Gains in connection with the business of
exploration etc. of mineral oils) or section 44BBA ( Profits and Gains of the business of
operation of aircraft in case of non-residents) or section 44BBB (Profits and gains of foreign
companies engaged in the business of civil construction etc. in certain turnkey power projects)
and such income has been offered to tax at the rates specified in those sections in the
respective assessment years.

 The amendment is proposed to take effect retrospectively from 1st April, 2001 i.e. A.Y. 2001-02.
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Presumptive income u/s 44AE in case of goods carriage:



As per the current provisions, the profits and gains for the taxpayer engaged in the business of
plying, hiring or leasing of goods carriage shall be deemed to be higher of Rs. 7,500 per month
or part of a month for each goods carriage or the amount claimed to be actually earned by the
assessee, if he does not own more than 10 goods carriages at any time during the year.



It is applicable uniformly to all classes of goods carriage irrespective of their tonnage capacity.
Hence, the transporters owning large capacity size goods carriages, but less than 10 goods
carriages, are also availing the benefit of this provision. The profit margins of large capacity
goods carriages are higher than small capacity goods carriages, however, the tax
consequences are similar which makes current provisions against the principle of tax equity.



In view of the same, it is proposed that in case of heavy goods vehicles, the income would be
deemed to be Rs. 1,000 per ton of gross vehicle weight or unladen weight, as the case may be,
per month or part of a month for each goods vehicle or the amount claimed to be actually
earned by the assessee, whichever is higher. The vehicles other than heavy goods vehicle will
continue to be taxed as per the existing rates.



The heavy goods vehicle is defined as any carriage, gross vehicle weight of which exceeds 12 MT.

Trading in derivatives in respect of Agricultural commodities:



At present, the derivative transactions in respect of agricultural commodities do not attract
any commodity transaction tax [CTT]. The derivative transactions in respect of any other
commodities attract CTT at the applicable rates.



As per the proviso to clause (5) of section 43, the commodity derivative transactions carried
out on a recognized stock exchange, which are subject to CTT, are not treated to be
speculative transactions even though they are settled without effecting actual delivery of the
commodity/ products.



Presently, as the derivative transactions in respect of the agricultural products are not subject
to CTT, they are considered to be of speculative nature and are subject to more restrictive
provisions of the Act.



In order to incentivize the agriculture and to encourage more participation in derivatives of
agricultural commodities, it is proposed to amend the provisions of clause (5) of section 43 to
take out the derivative transactions in respect of agricultural commodities entered in a
recognized stock exchange or registered association from the purview of speculative
transactions even if they are not subject to levy of any CTT.

Rationalisation of provision for taxation of certain domestic companies:
 The existing provisions Section 115BA provide an option to newly set up domestic companies
engaged solely in the business of manufacture or production of article or thing and research in
relation thereto, to pay tax @25% from assessment year 2017-18, subject to specified
conditions.



However, there are certain incomes which are subject to a special tax rate in addition to
prescribed u/s 115A and 112, which is lower or higher than 25% which leads to unintended
hardship or unwarranted relief to the taxpayer.
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Accordingly, it is proposed to amend Section 115BA so as to clarify that the income from the
business of manufacturing, production, research or distribution referred to therein shall only
be taxed at 25% and income which are at present taxed at a special rate will continue to be so
taxed.



These amendments will apply retrospectively from A.Y. 2017-18.

Amendments to Black Money (Undisclosed Foreign Income and Assets) and Imposition of Tax
Act, 2015:
 The aforesaid Act was enacted to make provisions to deal with the problem of the Black money
that is undisclosed foreign income and assets, the procedure for dealing with such income and
assets and to provide for imposition of tax on any undisclosed foreign income and asset held
outside India and for matters connected therewith or incidental thereto which received
presidential assent on 26th May, 2015.
 The Finance Bill, 2018 proposes to make a few amendments delegating powers to designated
officers to enable them to impose penalty and institute prosecution proceedings.
 Sec. 46 of the said act is proposed to be amended to provide that Joint Director is vested with
the power to approve an order imposing penalty. Clause (b) of the said section is also proposed
to be amended to empower Assistant Director and Deputy Director to levy penalty under the
said clause.
 Sec. 55 of the said act is proposed to be amended to empower Principal Director General or the
Director General also to issue instructions or directions to the tax authorities for institution of
proceedings for an offence under that Act in addition to Principal Chief Commissioner or the
Chief Commissioner. The marginal heading of the said section accordingly proposed to be
amended so as to include the reference of Principal Director General or Director General.
 These amendments will take effect from 1st April, 2018.

PROVISIONS RELATING TO CAPITAL GAIN:
Bringing back the Long-Term Capital Gain into the tax net:



The Finance Bill, 2004 had given a big relief to the stock exchange investors by providing
exemption to the capital gain arising out of sale of long term assets being the equity shares in
a company or units of an equity-oriented mutual fund or a unit of a business trust.



The investors felt much relief by the virtue of this exemption and this step turned out to be
morale booster for the investors in the stock exchanged for a very longer period of time.
However, the Government felt that such a tax-free regime was inherently biased against the
manufacturing activities and it encouraged diversion of funds from the business towards the
financial markets. It also gave rise to significant erosion of tax base and resulted into revenue
loss. Some unscrupulous forces utilized this measure abusively and took tax arbitrage
opportunity.



In order to minimize the negative impacts of this exemption and to curb the tax base erosion,
it is now proposed to do away with this exemption and to provide for tax on the long-term
capital gain in certain cases.
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Accordingly, a new section 112A is proposed to be introduced to provide that where any
assessee earns any capital gain on transfer of a long-term capital asset, being equity shares in
a company or a unit of an equity oriented fund or a unit of a business trust, on the acquisition
and transfer of which STT has been paid [except the transaction notified by the government],
the said long term capital gain exceeding Rs. 1 lakh shall be chargeable to tax @ 10%.



It is further provided that where the total taxable income of a resident individual or a resident
HUF as reduced by the taxable long-term capital gain as computed above, falls below the
maximum amount not chargeable to tax, the amount of such taxable long-term capital gain
shall be reduced by the amount of such shortfall.



However, to provide grand-fathering to the shares/ units already acquired and held in stock
on the date of announcement of the budget, it is proposed to provide the fair value of such
share/ unit, to be considered as the cost of acquisition. The same shall be determined as
follows:


The cost of acquisition of the equity shares shall be considered to be higher of the amount
of actual cost of acquisition or the highest price quoted on any recognized stock exchange
on 31st January, 2018. In case, there was no trading in any shares on 31st January, 2018 on
any recognized stock exchange, the highest price quoted on immediately preceding day
on which such share was traded.



In case of units of a mutual fund or business trust, the cost of acquisition shall be higher of
the actual cost of acquisition of the units or the NAV as at 31st January, 2018.



It is further proposed that such capital gain shall be computed without giving effect of
indexation.



The benefit of deductions under chapter VI-A shall not be available on the amount of income
from such capital gains. The rebate u/s. 87A shall also be not available to such income.

Transactions of income arising out of Immovable Property:



As per the existing provisions of section 50C for computing Capital Gains, Section 43CA for
computing Business Profits and section 56 for computing income from other sources arising
out of sale transactions in immovable property, the actual sale consideration received or
stamp duty value, whichever is higher is adopted for computing income.



The difference if any is taxed as income both in the hands of the purchaser and the seller.



There can be variation between 2 similar properties in the same area because of certain
factors, like shape of plot, location of plot etc.



To overcome this limitation, it is proposed to provide that no adjustments shall be made if the
variation between stamp duty value and the sale consideration is less than 5% of the sale
consideration.

Rationalisation of provision for investment in certain bonds:



The existing provisions of Section 54EC provide that capital gain arising from the transfer of a
long- term capital asset shall not be charged to tax if the taxpayer within a period of 6 months
after the date of transfer invests the capital gain in the long- term specified bond as notified
by the Central Government for a minimum period of 3 years.
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In order to restrict the scope of the Section 54EC it is proposed to amend the provision of said
section so as to provide the capital gain arising from the transfer of a long-term capital asset,
being land or building or both, invested in the long-term specified asset at any time within a
period of six months after the date of such transfer, the capital gain shall not be charged to
tax subject to certain specified conditions.



It is further proposed to substitute the clause (ba) of explanation to said section so as to
provide that “long term specified asset” shall mean any notified bond;


redeemable after 3 years where any investment made in such bond on or after 1st April,
2007 but before 1st April, 2018 and which are issued on or after 1st April, 2007 but before
1st April, 2018.



redeemable after 5 years where any investment made in such bond on or after 1st April,
2018 and which are issued on or after 1st April, 2007 but before 1st April, 2018.

Taxability in cases of conversion of stock-in-trade into capital asset:

 The present law provides for taxability in case of conversion of capital asset in to stock-in trade
but not vice versa.

 In order to bring in clarity and symmetrical tax treatment and stop deferment of payment of
tax liability by converting inventory into capital asset, the following amendments are proposed
by Finance Bill, 2018:

 In case of conversion of stock-in-trade into capital asset, the profits and gains arising on
such conversion will be taxed as business income u/s 28(via). For the purpose of calculating
profits and gains, the fair market value (FMV) of stock-in-trade as on the date of conversion
or treatment as a capital asset to be determined in the prescribed manner shall be deemed
to be full value of consideration received or accruing as a result of such conversion or
treatment.
 The definition of “income” u/s 2(24) is also proposed to be amended so as to include such
FMV within the scope of the term “income”.
 In order to compute capital gain on subsequent transfer of capital asset so converted or
treated as above, appropriate amendment is also proposed to be incorporated in section 49
whereby, the cost of acquisition of such asset shall be deemed to be the fair market value
which has been taken into account for the purposes of such conversion or treatment in
accordance with the provisions as discussed above.
 In order to consider Short term or long term for the purpose of capital gain in respect of
such asset, the period of holding such asset shall be reckoned from the date of such
conversion or treatment as a capital asset from stock-in trade as is proposed by way of
insertion of explanation 1 to section 2(42A).

PROVISIONS RELATING TO INCOME FROM OTHER SOURCES:
Definition of “Accumulated Profits” amended so as to widen scope and include situations in case
of amalgamation:

 The concept of “Deemed Dividend” in tax assessments has been a burning issue. Clause (22) of
the section 2 defines “dividend” to include distribution of accumulated profits (whether
capitalized or not) to its shareholders by a company, whether it is in the nature of:
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release of all or any of its assets,



issue of debentures in any form (with or without interest) or distribution of bonus to its
preference shareholders,



distribution of proceeds on liquidation,



on the reduction of capital, or



in the case of an unlisted company, any loan or advance given to a shareholder having
shareholding of 10% or above, or to a concern in which such shareholder holds substantial
interest (exceeding 20% of shareholding or interest) or any payment by such company on
behalf of or for the individual benefit of such shareholder.

 The term “accumulated profits” has been defined in explanation 2 to the said clause.
Corporates resort to various innovative ways to avoid such tax where there are sizable
accumulated profits in case of a company in which public are not substantially interested so as
to be out of the scope and coverage of the aforesaid provision.

 One of such ways was to resort to amalgamation of Company with huge accumulated profits

with another company to reduce capital in the scheme itself. Such reduction of capital, until
now, was not within the scope of distribution as was provided in Section 2(22)(d) of the Income
Tax Act, 1961.

 Judicial precedents in case of ACIT vs Gautam Sarabhai Trust (2002) 81 ITD 676 (Ahd.), Wood
Polymer Ltd., In re (1977) 109 ITR 177 (Guj.) and various other pronouncements have held that
where the scheme of arrangement and amalgamation was approved by Hon’ble High Courts
after due procedure as contemplated under the Companies Act, such schemes are considered
to be in “Public Interest” and any tax benefit obtained under such scheme cannot be termed as
“amalgamation and mergers by the companies have been engineered as tax planning
measures” and further held that “accumulated profits whether capitalised or not held by the
amalgamating companies which are separate independent entities, cannot by any stretch of
imagination be treated as accumulated profits or capitalised profits of the amalgamated
company”.

 In order to plug this loophole in the provision and prevent tax avoidance and discourage such

abusive arrangements leading evasion of tax liabilities, the finance bill proposes to insert
explanation 2A after explanation 2 to the section 2(22) of the Income Tax to be effective from
A.Y. 2018-19.

 W.e.f. 1st April, 2018, it is proposed that in case of an amalgamated Company, “accumulated
profits” whether capitalized or not or losses as the case may be, shall be increased by the
accumulated profits of the amalgamating company, whether capitalized or not, on the date of
amalgamation. Thus, with this amendment, the accumulated profits whether capitalised or not
held by the amalgamating companies which are separate independent entities, shall be treated
as accumulated profits or capitalised profits of the amalgamated company for the purpose of
invoking provisions of sec. 2(22) to charge “deemed dividend” to tax.
Applicability of Dividend Distribution tax in case of “Deemed Dividend” u/s 2(22)(e) of the
Income Tax Act, 1961:

 At present, dividend distribution tax is applicable in case of dividend distributed by the
Companies as provided u/s 115-O of the Income Tax Act, 1961.

 The tax in respect of “deemed dividend” income u/s 2(22)(e) from the recipient is levied at the
applicable marginal rate in the hands of the recipient, however, it is extensively litigated matter
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and courts have taken divergent views in such matter which has resulted into difficulties in
collection of the tax liability.

 The Finance Bill, 2018 proposes to bring in within the scope of levy of “dividend distribution

tax” such dividend as is “deemed to be dividend” in terms of the provisions of sec. 2(22)(e) of
the Income Tax Act, 1961 by way of inserting a proviso in section 115-O(1) in respect of
transactions undertaken on or after 1st April, 2018.

 In order to discourage diversion of accumulated profits in the form of loans and advances and

thereby camouflaging dividend in various circumstances, it is proposed to charge such deemed
dividend u/s 2(22)(e) of the Income Tax Act, 1961 at 30% in the form of dividend distribution
tax without grossing up. It is further proposed to delete explanation to Chapter XVII-D so as to
bring at par deemed dividend also within the scope of Section 115-O to 115-Q.

 However, given the continued litigation and divergent views of various courts including that of
Apex Court [National Travel Services, (SC) C.I.T. - Andhra Pradesh vs. C.P. Sarathy Mudaliar (SC),
M/s Rameshwari Lal Sanwarmal vs. Commissioner of Income Tax, Assam (1980) 2 SCC 371 (SC),
C.I.T. vs. Ankitech Private Limited reported in [2012] 340 ITR 14 (Del), C.I.T., Delhi-II vs. Madhur
Housing and Development Company (SC), Pradip Kumar Malhotra vs. CIT (Kol), ACIT vs.
Bhaumik Colour (ITAT-Mumbai) etc. ] in respect of taxability of loans and advances and other
items as a “deemed dividend” u/s 2(22), the practical administration of this proposition will
have to pass through test of fresh litigation.
Dividend distribution tax on Dividend payouts to units holders in an equity oriented fund:



The existing provisions of Section 115R provide that an additional income tax shall be levied
on any amount distributed by way of dividend by specified companies or mutual funds to its
unit holders. However, any income distributed by the equity oriented funds to its unit holders
is not liable for additional income tax under this section.



With a view to providing a level playing field between growth oriented funds and dividend
paying funds and in the wake of new capital gains tax regime for unit holders of equity
oriented funds, it is proposed to amend the provision of Section 115R so as to provide that an
additional income tax @ 10% shall be levied on any amount distributed to any person by an
equity oriented fund.



This amendment will take effect from 1st April, 2018 related to A.Y. 2018-19.

Tax neutral transfers:



Section 47(iv) and (v) provides that any transfer of a capital asset by a company to its
subsidiary company or by a subsidiary company to its holding company cannot be regarded as
transfer subject to certain conditions.



However, section 56 does not provide any such exclusions.



In order to bring parity between these sections, fourth proviso to section 56(x) is inserted so
as to exclude transfer of a capital asset between a holding company and its wholly owned
Indian subsidiary company and between subsidiary company and its Indian holding company
which are not regarded as transfer as per provisions of section 47(iv) and (v).
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PROVISIONS RELATING TO EXEMPTION/ DEDUCTION:
Deductions/ Benefits available to Senior Citizens:



The Budget proposes several tax benefits to senior citizens keeping in view their personal
circumstances like health, fixed source of income.



Senior Citizen means an individual resident in India who is of the age of sixty years or more at
any time during the relevant previous year.



These proposals are analyzed in following table:

Section

Deduction
respect of

in Current provisions

Proposed provisions

80D

Health insurance  A deduction up to Rs. 30,000  It is proposed that deduction
premium
and
shall be allowed to an
up to Rs. 50,000 in aggregate
medical
individual or HUF in respect of
shall be allowed in respect of
treatment
senior citizen for their:
senior citizens for their:
 health insurance premium
or

 health insurance premium
or

 preventive health check-up

 preventive health check-up
or

 A deduction is also available

 medical expenditure.
within the overall limit of Rs.
30,000 in respect of a very  As a result, benefit of
senior citizen for theirdeduction
of
medical
 medical expenditure.
expenditure
which
was
available to very senior
citizens only will now be
available to senior citizens.

 It is further proposed that in
case of single premium health
insurance policies providing
cover for more than one year,
the deduction shall be allowed
on a proportionate basis for
the number of years for which
the health insurance cover is
provided, subject to the
specified monetary limit.
80DDB

Medical
treatment
specified
diseases

of

 A deduction is available to an  It is proposed to raise this
Individual or HUF for medical
treatment
of
specified
diseases (such as Neurological
Diseases where the disability
level has been certified to be
of 40% and above, Malignant
Cancers, Full Blown AIDS,
Chronic Renal failure, etc.) in
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Section

Deduction
respect of

in Current provisions

Proposed provisions

respect of very senior citizen
up to Rs. 80,000 and in case of
senior citizens up to Rs. 60,000
subject to specified conditions.
80TTA/
80TTB

 A deduction of Rs. 10,000 is  It is proposed to insert a new

Interest income

allowed to an assessee in
respect of interest income
from savings account.

section 80TTB to allow a
deduction up to Rs. 50,000 in
respect of interest income
from deposits held by senior
citizens. The deposits include
the deposits with banks,
 co-operative society carrying
on the business of banking
or
 post office.

 It includes all types of deposits

such as savings deposit, fixed
deposit, recurring deposit etc.

 It shall be noted that such
assessee shall not be allowed
any deductions u/s. 80TTA.

 It is also proposed to amend
section 194A so that there is no
TDS on interest income for
senior citizens up to Rs. 50,000.
Standard Deduction on Salary Income:



Considering the higher cost of incidental expenses relating to employment, it is proposed to
allow a standard deduction for an amount up to Rs. 40,000 or the amount of salary received,
whichever is less, while computing income under the head “Salaries”.



With the introduction of this standard deduction, it is proposed to withdraw the present
exemption in respect of Transport allowance (except in case of differently abled persons) and
reimbursement of medical expenses.



The comparative analysis of the existing benefits and the proposed benefits is as underExisting
Particulars

Benefit up to

Transport allowance
Reimbursement
medical expense
Total

Proposed
Rs. 19,200

of

Rs. 15,000
Rs. 34,200
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The savings in basic tax because of this proposal would beEmployees covered in tax slab of
5%
20%
30%

Savings in basic tax (Rs.)
290
1160
1740

Tax Incentives to Start –ups:
 The existing provisions of Section 80-IAC provides 100% deduction for 3 consecutive
assessment years out of 7 years for the profits and gains derived from eligible business by an
eligible start-up which are set-up before 1st April, 2019 and whose turnover does not exceed
Rs. 25 Crore in any financial year from 1st April, 2016 to 31st March, 2021. The eligible
business means a business involving innovation development, deployment or
commercialization of new products, processes or services driven by technology or intellectual
property.





In order to encourage start- ups, it is proposed to amend the provisions of Section 80-IAC to
provide that 100% deduction shall be available to eligible start-ups:


Incorporated on or after 1st April, 2019 but before 1st April, 2021;



whose turnover does not exceed Rs. 25 Crore in any of the 7 previous years beginning
from the year of incorporation;



engaged in innovation, development or improvement of products or processes or
services, or a scalable business model with a high potential of employment generation or
wealth creation.

This amendment will take effect from 1st April, 2018 related to A.Y. 2018-19.

Incentive for Employment Generation:



As per the existing provisions of section 80JJAA, it is provided that where the gross total
income of an assessee to whom section 44AB applies, includes any profits and gains derived
from business, an additional deduction of 30% is allowed in addition to normal deduction of
100% in respect of salary paid to eligible new employees who have been employed for a
minimum period of 240 days during the year.



However, the minimum period of employment is lowered to 150 days in the case of
employees working in apparel industry.



Now, in order to encourage creation of new employment, it is proposed to extend this
relaxation to footwear and leather industry as well.



It is also proposed that where the employee is employed for less than 240 days in a year but is
employed for such minimum period in the subsequent year, he shall be deemed to be
employed in the next year and the deduction shall duly be applied.

Extending the benefit of tax-free withdrawal from NPS to non-employee subscribers:



As per the current provisions of section 10(12A) of the Act, an employee contributing to the
NPS is allowed an exemption of 40% of the total amount payable to him on closure of his
account or on his opting out. This exemption was not available to non-employee subscribers.
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To bring tax parity between employee subscribers and non-employee subscribers, it is
proposed to extend the benefit of exemption to all the subscribers of NPS.

Deduction in respect of income of Farm Producer Companies:



The existing provisions of Sec. 80P provides for 100% deduction in respect of profit of cooperative society which provide assistance to its members engaged in primary agricultural
activities.



It is proposed to insert new section 80PA to extend similar benefit to Farm Producer
Companies having a total turnover up to Rs. 100 crore, whose gross total income includes any
income from:


the marketing of agricultural produce grown by its members, or



the purchase of agricultural implements, seeds, livestock or other articles intended for
agriculture for the purpose of supplying them to its members, or



the processing of the agricultural produce of its members.



The benefit shall be available for the assessment year commencing on or after 1st April, 2019,
but before 1st April, 2025.



It is also proposed that where the assessee is entitled to deduction under any other provisions
of chapter VIA, the deduction under this section shall be allowed from the gross total income
as reduced by such deduction under said Chapter.

PROVISIONS RELATING TO CARRY FORWARD & SETOFF OF LOSSES:
Carry forward of losses in case of Insolvency of a Company:



Currently, as per the provisions of section 79 of the Act, in case of a closely-held company,
where changes in shareholding has occurred in a previous year, the unabsorbed losses of a
particular year are allowed to be carry forward and set off against the income of the
subsequent year only in case where at least 51% shares having voting power are beneficially
held by the same shareholders on the last day of the year in which such loss was incurred as
well as on the last day of the year in which such set off is being claimed.



Moreover, its natural in case of a company, which has sought its affairs to get resolved under
the Insolvency and Bankruptcy Code, 2016 [Code], both to have carried forwards losses as also
the possible change in shareholding more than 51% under the process of resolution under the
Code. It would be unfavorable proposition in case of such a company to disentitle it for carry
forward and set off unabsorbed losses and it will come as a hindrance in the successful
resolution process.



To overcome this problem, it is proposed to amend the provisions of section 79 to provide
that the provisions of this section shall not apply in case the change in shareholding has
happened in consequence of the approved resolution plan under the Code. However, an
opportunity of being heard has to be given to the jurisdictional Principal Commissioner or
Commissioner.



These amendments will take effect from 1st April, 2018.
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PROVISIONS RELATING TO TDS / TCS:
TDS on 7.75% GOI Savings (Taxable) Bonds, 2018:



The interest received on the GOI Savings (Taxable) Bonds, 2003 by the investor is taxable. The
current provisions of section 193 require that the payer is liable to make TDS at the time of
payment or credit of such interest to a resident if it is more than Rs. 10,000.



The Government of India discontinued the existing GOI Savings (Taxable) Bonds, 2003 and
started new 7.75% Savings (Taxable) Bonds, 2018.



It is proposed to amend the provisions of section 193 so as to cover the new GOI Savings
(Taxable) Bonds, 2018 within the ambit of TDS in lines with GOI Savings (Taxable) Bonds, 2003.



This amendment will take effect from 1st April, 2018.

PROVISIONS RELATING TO TRUSTS:
Tax deduction at source and manner of payment in respect of certain exempt entities:



Section 10(23C) provides that income received by any person on behalf of certain specified
funds are exempt.



Further, third proviso to section 10(23C) of the Act provides for exemption in respect of
income of the entities referred to in section 10(23C) sub-clause (iv) / (v) / (vi) /(via) such as

fund or institution established for charitable purposes,



any trust or institution wholly for public religious purposes or wholly for public religious
and charitable purposes,



any university or other educational institution existing solely for educational purposes,



any hospital or other institution for the reception and treatment of persons suffering from
illness or mental defectiveness

in a case where such income is applied or accumulated during the previous year for certain
purposes in accordance with the relevant provisions.



Section 11 of the Act also contains provisions relating to income from property held for
charitable or religious purposes.



At present, there are no restrictions on payments made in cash by charitable or religious
trusts or institutions. There are also no checks on whether such trusts or institutions follow
the provisions of TDS under Chapter XVII-B of the Act.



In order to encourage a cash less economy and to reduce the generation and circulation of
black money, it is proposed to insert a new Explanation to the section 11 to provide that for
the purposes of determining the application of income under the provisions of sub-section (1)
of the said section, the provisions of section 40(a)(ia) and of section 40A(3) and 40A(3A) shall,
apply as they apply in computing the income chargeable under the head “Profits and gains of
business or profession”.



Section 40(a)(ia) disallows any amount payable to residents on which TDS was deductible, but
not deducted or TDS deducted but not deposited within due date.
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Section 40A(3) provides that no deduction is allowed where assessee incurs any expenditure
in respect of which a payment or aggregate of payments made to a person in a day, otherwise
than by an account payee cheque drawn on a bank or account payee bank draft exceeds
Rs.20,000.



Section 40A(3A) provides for the payment in excess of Rs. 20,000 in a day made otherwise
than by account payee cheque or account payee bank draft, for an allowance made in the
assessment for any year on the basis of incurred liability, to be treated as income of the year
in which such payment is made.



It is also proposed to insert a similar proviso in section 10(23C) so as to provide similar
restriction as above on the entities exempt under sub-clauses (iv), (v), (vi) or (via) of said
clause in respect of application of income.

PROVISIONS RELATING TO ASSESSMENT PROCEEDINGS:
Deductions under Chapter VI-A not to be granted unless return is filed within due date:



At present, the deduction from gross total income under section 80IA, 80IAB, 80IB, 80IC, 80ID
and 80IE are available to the assessee only if the return of income has been furnished within
the due date as per section 139(1) of the Act. However, the other deduction under chapter VIA are available for deduction even if the return is filed after due date.



In order to plug this loophole and taking very harsh step, it is proposed to amend provisions of
section 80AC to provide that all the “deductions in respect of certain incomes” admissible
under the heading C of Chapter VI-A [viz; section 80IA, 80IAB, 80IB, 80IC, 80ID, 80IE, 80JJA,
80JJAA, 80LA, 80P, 80QQB, 80RRB etc.] shall be available only to assessee who furnishes the
return for such assessment year on or before due date specified in section 139(1).



These amendments will take effect from 1st April, 2018.

Adjustments made during processing of return of income:



As per provisions of section 143(1), while processing the return of income, certain
adjustments are required to be made.



Sub-clause (vi) of section 143(1)(a) provides for adjustment in respect of addition to be made
to income appearing in Form 26AS/ 16A/ 16 which has not been included while filing return of
income.



The Finance Act, 2018 proposes to insert a proviso which states that no such adjustment as
mentioned above shall be made to any income tax return furnished on or after assessment
year commencing on 1st April, 2018.



This amendment will take effect from 1st April, 2018.

New scheme for Scrutiny Assessment:
 As a part of Government' s initiative towards E-governance, CBDT had introduced “eassessment” facility in various cities with the objective of reducing the interface between the
department and the taxpayers.



With the experience gained so far, it is proposed to prescribe a new scheme for assessment
where the assessment will be done in electronic mode which will almost eliminate person to
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person contact leading to greater efficiency, transparency, accountability, optimal utilization
of resources.



Accordingly, it is proposed to insert new sub-sections (3A), (3B) and (3C) in Section 143 so as
to provide for a scheme, by notification in Official Gazette, for the purpose of making
assessment of total income or loss of the assessee u/s 143(3).



This amendment will take effect from 1st April, 2018 related to A.Y. 2018-19.

PROVISIONS RELATING TO PENALTIES:
Penalty for failure to furnish statement of financial transaction or reportable account:



As per Section 285BA(1), any person responsible for registering / maintaining books of
accounts / documents containing record of any specified transaction shall furnish a statement
in respect of such specified financial transaction or such reportable account.



"specified financial transaction" means any—





transaction of purchase, sale or exchange of goods or property or right or interest in a
property; or



transaction for rendering any service; or



transaction under a works contract; or



transaction by way of an investment made or an expenditure incurred; or



transaction for taking or accepting any loan or deposit,



Section 271FA provides for a penalty of Rs.100 per day of default if a person who is
required to furnish a statement of financial transaction or reportable account u/s
285BA(1), fails to furnish such statement within the time prescribed.

The finance act, 2018 has proposed to raise such penalty to Rs.500 per day till the default
continues.




The section further provides that where a person who has received a notice u/s 285BA(5)
specifying the time-limit to furnish statement fails to furnish such statement shall pay
penalty of Rs.500 per day for each day of default til the default continues.

The finance act, 2018 has proposed to raise such penalty to Rs.1,000 per day till the default
continues.



These amendments will take effect from 1st April, 2018.
Appeal against penalty imposed by Commissioner (Appeals) u/s 271J:



Section 253(1) provides for list of orders against which the aggrieved assessee can file appeal
before the Appellate Tribunal.



Section 271J which was inserted in the previous year i.e. A.Y.2017-18, provides for Penalty for
furnishing incorrect information in reports or certificates.



The Finance Act, 2018 proposes to amend section 253(1)(a) to include order passed by the
Commissioner (Appeals) u/s 271J appealable before the Appellate Tribunal.



These amendments will take effect from 1st April, 2018.
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Rationalization of provisions relating to prosecution for failure to furnish return:



The existing provisions of Section 276CC provide that if a person makes willful default in
furnishing of return of income within due date as prescribed u/s 139(1) or in response to
notice u/s 142(1)(i) or Section 148 or Section 153A then he shall be punishable with rigorous
imprisonment as specified and a fine.



However, as per the sub-clause (b) of clause (ii) of proviso to Section 276CC, a person shall not
be proceeded against under this section for failure to furnish return for any assessment year
commencing on or after the 1st April, 1975 within due date as prescribed u/s 139(1), if the tax
payable by him on the total income as determined on regular assessment which is reduced by
the advance tax, if any, paid and any tax deducted at source, does not exceed Rs. 3,000.



In order to prevent abuse of the said proviso by shell companies or by companies holding
Benami properties, it is proposed to amend the sub-clause (b) of clause (ii) of proviso to
Section 276CC so as to provide that the said sub-clause shall not apply to a company.



This amendment will take effect from 1st April, 2018 related to A.Y. 2018-19.

PROVISIONS RELATING TO COMMODITY TRANSACTIONS TAX:
Inclusion of “Option on commodity derivative” in the definition:



The definition of “taxable commodities transaction” as per section 116 of the Finance Act,
2013 has been proposed to be amended so as to include the “Option on commodity
derivative” over and above the sale of commodity derivatives within its meaning.



Currently, as per the provisions of section 117 of the Finance Act, 2013, the CTT is payable in
respect of every taxable commodity transaction by the seller at the rate of 0.01% on the value
of such transaction. Consequent to the proposed inclusion of the option on commodity
derivative within the meaning of taxable commodity transaction, a consequential change is
proposed to be made in this provision to provide that the liability to pay the CTT will be that of
the seller or the purchaser, as the case may be. Such a change is also proposed to be made in
the section 118 of the Finance Act, 2013 to include option on commodities under the charging
ambit of CTT.



The rate of CTT shall be as follows:
Taxable commodities transaction
Sale of a commodity derivative
Sale of an option on commodity derivative
Sale of an option on commodity derivative, where
the option is exercised
These amendments will take effect from 1st April, 2018.



Rate
0.01%
0.05%
0.0001%

Payable by
Seller
Seller
Purchaser

OTHER PROVISIONS:
Taxability of compensation in respect of employment or business:



The current provisions of section 28(ii) provides for taxability of the amounts received as
compensation for termination or modification of any terms and condition of any specified
contract relating to the business of the assessee. However, it is felt that the existing provisions
provide for defined payments only and a large portion of the amount of compensation
remains out of the ambit of income tax leading to the revenue loss.
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Thus, in order to remove the avenue for the base erosion and revenue loss, it is proposed to
insert a new sub-clause (e) in sub-section (ii) of section 28, so as to provide for taxability of
any amount or compensation received or receivable, whether of a capital or revenue nature,
in connection with the termination or modification of any term or condition of a contract
relating to the assessee’s business shall be chargeable to tax as “Business Income”.



A similar clause (xi) is proposed to be inserted in sub-section (2) of section 56, so as to provide
for taxability of any sum received or receivable as compensation, whether capital or revenue
in nature, in connection with the termination or modification of any terms relating to
employment of the assessee. Such income shall be chargeable to tax under the head “Income
from Other Sources”.

Rationalization of the provisions of Section 115BBE:



Section 115BBE(1) provides that where the total income of the assessee, 

includes any income referred to in section 68/ 69/ 69A/ 69B/ 69C/ 69D and is shown in
the return of income furnished under section 139; or
determined by the Assessing Officer includes any income referred to in section 68/ 69/
69A/ 69B/ 69C/ 69D, if such income is not covered under clause (a),






The income-tax payable shall be calculated at a higher rate of 60%.
Section 115BBE(2) provides that no deduction in respect of any expenditure or allowance or
set-off of any loss shall be allowed to the assessee under any provision of the Act in
computing his income referred to in section 115BBE(1)(a).



To rationalize the provisions of section 115BBE, it is proposed to amend the sub-section (2) so
as to also include income referred to in section 115BBE(1)(b).



This amendment will take effect retrospectively from 1st April, 2017 and will, accordingly,
apply in relation to the assessment year 2017-2018 and subsequent years.

Entities to apply for Permanent Account Number [PAN] in certain cases:



Aadhaar has provided an Identity to every Individual. Now, every non-individual entity also
needs a unique ID which will be assigned by the Government. Hence, in order to use the
PAN as Unique Entity Number (UEN) for non- individual entities, New clauses in Section
139A(1) are proposed to be inserted.



The existing provisions of Section 139A(1) provide that every person,:


whose total income exceeds the basic exemption limit; or



carrying on any business or profession whose total sales, turnover or gross receipts
exceeds Rs. 5 Lakh in any previous year; or



who is required to furnish a return of income under sub-section (4A) of section 139; or



being an employer, who is required to furnish a return of fringe benefits.

and who has not been allotted PAN shall apply to the Assessing Officer[AO] for allotment of
PAN within prescribed time.
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It is proposed to insert a new clause (v) in Section 139A(1) so as to provide that every person,
not being an individual, enters into a financial transaction involving an aggregate amount of
Rs. 2,50,000 or more in a financial year shall apply to the AO for allotment of PAN.



It is further proposed to insert a new clause (vi) in Section 139A(1) so as to provide that in
case of non- individual entities, the managing director, director, partner, trustee, author,
founder, karta, chief executive officer, principal officer or office bearer or any person
competent to act on behalf of such entities shall also apply to the AO for allotment of PAN.



This amendment will take effect from 1st April, 2018 related to A.Y. 2018-19.

Furnishing the return of income by a Company during Insolvency resolution:



It is proposed to provide that during the period a company is referred to and remains under
the proceedings of the Insolvency and Bankruptcy Code, 2016, the return of income for the
company shall be verified by the Insolvency Professional.



This amendment will take effect from 1st April, 2018 and accordingly apply to all the returns
filed on or after that date.
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INDIRECT TAX PROPOSALS
GENERAL:


The government has budgeted Indirect tax revenues at Rs. 11,18,530 crore for the year 201819 from GST, Custom Duty, and Excise Duty which is 19.33% higher than the revised estimates
for 2017-18. Following table shows summary of indirect tax revenue.
(Rs. in crore)
Type of Indirect tax
Goods and Service Tax
including Compensation cess
and erstwhile service tax
Customs
Union Excise Duties
Total



RE 2017-18

E 2018-19

Change in % over RE 2017-18

525,562

746,430

42.03%

135,242
276,545
937,349

112,500
259,600
11,18,530

-16.82%
-6.13%
19.33%

With the implementation of GST, now all changes relating to Goods and Services Act is being
governed by the GST council from time to time along with state. Laws relating to Customs and
Excise laws are now dealt by the Central Government. The key announcement relating to it in
Finance Bill, 2018 is discussed hereunder;

CUSTOMS:


To further promote domestic industries following major changes are proposed in Custom Duty
rates: amendments will be effective from 2nd February, 2018:
Commodity
Food processing: Fruit juices and vegetable juices including cranberry juice
Perfumes and toilet water
Beauty or make-up preparations for the care of the skin (other than
medicaments), Including sunscreen or suntan preparations; manicure or
pedicure preparations
Preparations for use on the hair
Preparations for oral or dental hygiene, including denture fixative pastes and
powders; yarn used to clean between the teeth (dental floss), in individual
retail packages
Pre-shave, shaving or after-shave preparations, personal deodorants, bath
preparations, depilatories and other perfumery, cosmetic or toilet
preparations, not elsewhere specified or included, prepared room
deodorizers, whether or not perfumed or having disinfectant properties
Truck and bus redial tyres
Footwear
Cellular mobile phones
Smart watches / wearable devices
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Rate of duty
From
To
30%
50%
10%
20%
10%
20%

10%
10%

20%
20%

10%

20%

10%
10%
15%
10%

15%
20%
20%
20%

The Union Budget – 2018 Proposals
Commodity
LCD/LED/OLED panels and other parts of LCD/LED/OLED TVs
Furniture: Seats and parts of seats [other than aircraft seats and their parts],
Other furniture and parts, Mattresses supports; articles of bedding and
similar furnishing, Lamps and lighting fitting, illuminated signs, illuminated
name plates and the like [except solar lanterns or solar lamps]
Wrist watches, pocket watches and other watches, including stop Watches,
Clocks with watch movements, other clocks including alarm clocks.
Articles and equipment for sports or outdoor games, swimming pools and
paddling pools [other than articles and equipment for general physical
exercise, gymnastics or athletics]
Kites
Sunglasses
Tariff rate of BCD on Lithium-ion batteries [The effective rate of import duty
on Lithium-ion batteries [except those for cellular mobile phones will,
however, remain unchanged at 10%.]
Electrodes of a kind used for furnaces [Introduction of 20% Tariff rate of
Export Duty on Electrodes of a kind used for furnaces (8545 11 00). The
effective rate of Export duty on such electrodes will, however, remain Nil]
Cashew nuts in shell [Raw cashew]
Silk Fabrics
Ball screws, linear motion guides, CNC systems for manufacture of all types
of CNC machine tools falling under headings 8456 to 8463

Rate of duty
From
To
7.5%/ 15%
10%
10%
20%

10%

20%

10%

20%

10%
10%
10%

20%
20%
20%

-

20%

5%
10%
7.5%

2.5%
20%
2.5%

Solar tempered glass or solar tempered [anti-reflective coated] glass for
5%
manufacture of solar cells /panels/modules
Preform of silica for use in the manufacture of telecommunication grade
Nil
optical fibres or optical fibre cables
12 specified parts for manufacture of LCD/LED TV panels
Nil
CKD imports of motor vehicles, motor cars, motor cycles
10%
CBU imports of motor vehicles
20%
Diamonds including lab grown diamonds-semi processed, half-cut or broken; 2.5%
non-industrial diamonds including lab-grown diamonds (other than rough
diamonds), including cut and polished diamonds
Raw materials, parts or accessories for the manufacture of Cochlear Implants 2.5%
Crude edible vegetable oils like Ground nut oil, Olive oil, Cotton seed oil, 12.5%
Safflower seed oil, Saffola oil, Coconut oil, Palm Kernel/Babassu oil, Linseed
oil, Maize corn oil, Castor oil, Sesame oil, other fixed vegetable fats and oils.
Refined edible vegetable oils, like Ground nut oil, Olive oil, Cotton seed oil, 20%
Safflower seed oil, Saffola oil, Coconut oil, Palm Kernel/Babassu oil, Linseed
oil, Maize corn oil, Castor oil, Sesame oil, other fixed vegetable fats and oils,
edible margarine of vegetable origin, Sal fat; specified goods of heading 1518
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5%
10%
15%
25%
`5%

Nil
30%

35%
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Education Cess and Secondary Higher Education Cess will be replaced by Levy of Social
Welfare Surcharge, as a duty of Customs on imported goods:
Tariff
Description
Classification



Rate
From

To

Any chapter

Levy of Social Welfare Surcharge on
imported goods to finance education,
housing and social security

--

10% of
aggregate duties
of customs

Any chapter

Abolition of Education Cess and
Secondary and Higher Education Cess
on imported goods

3% of aggregate
duties of
customs [2% +
1%]

Nil

2710

Motor spirit commonly known as
petrol and high-speed diesel Oil

--

7106

Silver (including silver plated with gold
or platinum), unwrought or in semimanufactured form, or in powder
form

7108

Gold (including gold plated with
platinum), unwrought or in semimanufactured form, or in powder
form

3% of aggregate
duties of
customs

Levy of the Road and Infrastructure Cess on Petroleum and Petroleum products:
Tariff
Description
Classification

Rate Of duty
From

To

Levy of Road and Infrastructure Cess on imported -motor spirit commonly known as petrol and highspeed diesel oil [clause 109 of Finance Bill, 2018]

Rs. 8 per

2710

Exemption from additional duty of customs leviable -under section 3(1) of the Customs Tariff Act, 1975 in
lieu of the proposed Road and Infrastructure cess on
domestically produced motor spirit commonly known
as petrol and high-speed diesel oil

Nil

2710

Abolition of Additional Duty of Customs [Road Cess] on Rs. 6 per Nil
imported motor spirit commonly known as petrol and Litre
high-speed diesel oil [Clause 106 of Finance Bill, 2018]

2710

litre

Additional duty of customs under sections 3(1) of the Customs Tariff
Act, 1975 in lieu of basic excise duty
2710

(i) Motor spirit commonly known as petrol

Rs. 6.48 Rs. 4.48
per litre
per litre

2710

(ii) High speed diesel oil

Rs. 8.33 Rs. 6.33
per litre
per litre
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Proposed legislative changes in the Custom Act, 1962 are as under:



Now, it is proposed to expand applicability of the act & proposed to apply to any offence or
contravention of the Custom Act committed outside India by any person.



The limit of “Indian Customs Waters” into the sea has been extended till Exclusive Economic
Zone (EEZ) of India from the existing “Contiguous Zone of India”.



Provisions of provisional assessment of duty is proposed to be extended to cover export
consignments and it is proposed to empower the board to issue regulation for calling any
document or information for final assessment from the importer or exporter including
submission time limit.



It is proposed to provide facility of pre-notice consultation in cases not involving collusion,
suppression, etc., before issue of demand notice.



It is now proposed to constitute new Custom Authority for Advance Ruling to cover subjects
beyond mere determination of duty where any of the following person can file application;


holding a valid Importer-exporter Code Number granted under section 7 of the Foreign
Trade (Development and Regulation) Act, 1992; or



exporting any goods to India; or



with a justifiable cause to the satisfaction of the Authority

further time limit to pronounce advance ruling is reduced to 3 months from 6 months;



Reference to Custom Automated System is proposed to align with present procedures for the
import/export of goods and to ensure the followings by the importer/exporters;


the accuracy and completeness of the information given;



the authenticity and validity of any document supporting; and



Compliance with the restriction or prohibition, if any, relating to the goods under the any
law for the time being in force.



Electronic Cash Ledger system same as implemented in GST is proposed for payment of duty,
interest, penalty, fee or any other amount payable under the Custom Act.



Special provisions regarding baggage, goods imported or exported by post is now proposed to
include import or export of goods through the authorized Courier. And hence, all such
provisions will now apply to baggage goods imported or exported by courier.



Now, officer may carry out the audit of assessment of imported goods or export goods
or of an auditee under the Act either in his office or in the premises of the auditee.
Further, “auditee” includes an importer or exporter or custodian or licensee of a warehouse
and any other person concerned directly or indirectly in clearing, forwarding, stocking,
carrying, selling or purchasing of imported goods or export goods or dutiable goods.



In order to facilitate exchange of information with the Government of any country: following
has been proposed by insertion of new section;


To enter into an agreement or any other arrangement with any country or with such
competent authority of that country for facilitation of trade, enforcing the provisions and
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exchange of information for trade facilitation, effective risk analysis, verification of
compliance and prevention, combating and investigation of offences the Custom Act or
under the corresponding laws in force in that country.





reciprocal agreement or arrangements with the contracting state will also be made



the information received may also be used as evidence in investigations and proceedings
under this Act;



to bring within the scope all present agreement entered into or any other arrangement
made by the Central Government.

It is proposed to align modes for service of notice, order, etc. in any of the following modes


by giving or tendering it directly to the addressee or importer or exporter or his customs
broker or his authorised representative including employee, advocate or any other person
or to any adult member of his family residing with him;



by a registered post or speed post or courier with acknowledgement due, delivered to the
person for whom it is issued or to his authorised representative, if any, at his last known
place of business or residence;



by sending it to the e-mail address as provided by the person to whom it is issued, or to
the e-mail address available in any official correspondence of such person;



by publishing it in a newspaper widely circulated in the locality in which the person to
whom it is issued is last known to have resided or carried on business; or



by affixing it in some conspicuous place at the last known place of business or residence of
the person to whom it is issued and if such mode is not practicable for any reason, then,
by affixing a copy thereof on the notice board of the office or uploading on the official
website, if any.

Every order, decision, summons, notice or any communication shall be deemed to have been
served on the date on which it is tendered or published or a copy thereof is affixed or
uploaded in the manner provided above.
When such order, decision, summons, notice or any communication is sent by registered post
or speed post, it shall be deemed to have been received by the addressee at the expiry of the
period normally taken by such post in transit unless the contrary is proved.



Board now make regulations relating to followings;


the time and manner of finalisation of provisional assessment;



the manner of conducting pre-notice consultation;



the circumstances under which, and the manner in which, supplementary notice may be
issued;



the form and manner in which an application for advance ruling or appeal shall be made,
and the procedure for the Advance Ruling Authority;



the manner of clearance or removal of imported or export goods;



the documents to be furnished in relation to imported goods;

B-33

The Union Budget – 2018 Proposals


the conditions, restrictions and the manner of making deposits in electronic cash ledger,
the utilisation and refund therefrom and the manner of maintaining such ledger;



the manner of conducting audit;



the goods for controlled delivery and the manner thereof;



the measures and separate procedure or documentation for a class of importers or
exporters or categories of goods or on the basis of the modes of transport of goods.

CENTRAL EXCISE:


With the implementation of GST, only Petroleum and Petroleum products are under preview
of Central Excise Act.



Change in rate of duty of said goods are as under: However, no change in total excise duty
per liter:
Item
Product

Duty rate applicable prior upto
01.02.2018 [Rs. Per liter]

Duty rate applicable with effect from
02.02.2018 [Rs. Per liter]

Basic
Excise
Duty
[BED]

AED
[Road
cess]

SAED

Total
excise
Duty

Basic
Excise
Duty
[BED]

Road and
infrastruct
ure cess

SAED

Total
excise
Duty

Petrol
[Unbranded]

6.48

6

7

19.48

4.48

8

7

19.48

Petrol
[Branded]

7.66

6

7

20.66

5.66

8

7

20.66

Diesel
[Unbranded]

8.33

6

1

15.33

6.33

8

1

15.33

Diesel
[Branded]

10.69

6

1

17.69

8.69

8

1

17.69

B-34

The Union Budget – 2018 Proposals

KEY ANNOUNCEMENTS
Introduction:



India achieved an average GDP growth of 7.5% for year 2014-15, 2015-16 and 2016-17. The
economy is now USD 2.5 trillion economy which is 7th largest in the world. India is expected to
become the 5th largest economy very soon.



The journey of economic reforms during the past few years has been challenging but
rewarding. Government has pledged in the past to give nation an honest, clean and
transparent Government.



It is claimed that the natural resources are now allocated in a transparent and honest manner,
there is a premium on honesty and people (especially youths) are curious to lead their lives
honestly.



Benefits to the poor have been targeted more effectively with use of digital technology.



The demonetization of high value currency has reduced the quantum of cash currency and
circulation in India. The taxation base is increased and digitization has been promoted.



There are many services and benefits delivered at the doorsteps or in the accounts of the
people directly which has reduced corruption and cost of delivery and has eliminated
middlemen in the process.



India’s ranking has been improved by 42 places in last 3 years in the World Bank’s ‘Ease of
Doing Business’ with India breaking into top 100 for the first time.



The number of effective tax payer base increased from 6.47 crores at the beginning of F.Y.1415 to 8.27 crores at the end of F.Y.16-17. In the F.Y. 2016-17, 85.51 lakhs new tax payers filed
their return of income as against 66.26 lakhs in the immediately preceding year.



Total Revised Estimates for expenditure in 2017-18 are Rs. 21.57 lakh crore (net of GST
compensation transfers to the States) as against the Budget Estimates of Rs. 21.47 lakh crore.

Key announcements in the Union Budget are:
Agriculture and Rural Economy:

 The part A of the speech by Mr. Arun Jaitley, Finance Minister, has 34 para on Agriculture &
Rural Economy in the total 137 para, i.e. 25% of the coverage is on the Agriculture & Rural
Economy, which indicates the intension and intensity of Government on the sector.

 With emphasis on higher incomes for farmers, Government has declared Minimum Support
Price (MSP) for crops under which farmers should realize at least 50% more than the cost of
their produce. For assurance of MSP, a fool-proof mechanism will be placed in consultation
with Central and State Governments so that the farmers will get adequate price for their
produces.

 More than 86% of famers are small and marginal and are not always able to directly transact

with APMCs, so 22,000 rural haats are proposed to be developed and upgraded into Gramin
Agricultural Markets (GrAMs) which will electronically link to e-NAM and will be exempted
from regulations of APMCs, which will provide farmers facility to make direct sale to consumers
and bulk purchasers.
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 Agri-Market Development Fund with a corpus of Rs 2,000 crore to be set up for developing
agricultural markets.

 Food Processing sector’s average growth rate is of 8% p.a. Prime Minister Krishi Sampada

Yojana is to boost investment in food processing for which proposed an allocation which is
doubled from Rs. 715 crore in RE 2017-18 to Rs. 1400 crore in BE 2018-19. Government will
promote establishment of specialized agro-processing financial institutions.

 It is proposed to set up state-of-the-art testing facilities in all the 42 mega food parks which will
help in India’s agri-exports, current exports are of USD 30 billion and potential market is as high
as USD 100 billion.

 Rs 10,000 crore allocated to Fisheries & Aquaculture Infrastructure Development Fund and
Animal Husbandry Infrastructure Development Fund.

 With the popularity of Ujjwala Yojana, it is proposed to increase free LPG connection to 8 crore
poor women from 5 crore poor women earlier.

 The volume of institutional credit has been increasing steadily for agriculture sector year-toyear from Rs. 8.5 lakh crore in 2014-15 to Rs. 10 lakh crore in 2017-18. It is proposed to raise
this to Rs. 11 lakh crore for the year 2018-19.

 Swachh Bharat Mission has benefited poor, Government has already constructed more than 6
crore toilets and is planning to construct around 2 crore toilets.

 For creation of livelihood and infrastructure in rural areas in the year 2018-19, total amount to
be spend is Rs 14.34 lakh crore, including extra-budgetary and non-budgetary resources of Rs.
1.98 lakh crore.
Health, Education and Social Protection:

 Government’s estimated schematic budgetary expenditure on health, education and social
protection for 2018-19 is Rs. 1.38 lakh crore against estimated expenditure of Rs. 1.22 lakh
crore in BE 2017-18.

 Improvement in the quality of teachers can improve the quality of education. Technology will
be the biggest driver in improving the quality of education. It proposed to increase the digital
intensity in education and gradually move from ‘‘black board’’ to ‘‘digital board’’. Technology
will also be used to upgrade the skills of teachers through the recently launched digital portal
‘‘DIKSHA’’.

 World largest Government funded healthcare programme, National Health Protection Scheme
will be launched to cover over 10 crore poor and vulnerable families providing coverage upto
Rs. 5 lakh per family per year for secondary and tertiary care hospitalization.

 At least 24 new government medical colleges and hospitals will be set up by upgrading existing
district hospitals. This would ensure at least 1 Medical College for every 3 Parliamentary
Constituencies and at least 1 Government Medical College in each State of the Country.

 As per the national health policy 2017, health and wellness centres will be launched. Around
1.5 lakh centres will provide free essential drugs, maternal and child services. The finance
ministry allocated Rs. 1200 crore for this flagship programme.

 TB patients will get Rs. 500 per month for nutritional support.
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Micro, Small and Micro Enterprises (MSMEs) and Employment:

 Rs. 3,794 crore to MSME Sector for credit support, capital & interest subsidy and innovations is
proposed. Massive formalisation of the businesses of MSMEs is taking place in the country
after demonetization and introduction of GST. This will generate enormous financial
information of MSMEs.

 Online loan sanctioning facility for MSMEs will be revamped for prompt decision making by the
banks. Government will soon announce measures for effectively addressing NPAs and stressed
accounts of MSMEs. This will enable larger financing and considerably ease cash flow
challenges faced by them.

 MUDRA Yojana launched in April, 2015 has led to sanction of Rs. 4.6 lakh crore. 76% of loan

accounts are of women and more than 50% belong to SCs, STs and OBCs. It is proposed to set a
target of Rs. 3 lakh crore for lending under MUDRA for 2018-19.

 Ministry of Finance is examining the policy and institutional development measures needed for
right environment for Fintech companies.

 To motivate women employment in formal sector and for higher take-home wages,
amendments is proposed in Employees Provident Fund and Miscellaneous Provisions Act, 1952
to reduce women employees' contribution to 8% for first three years of employment against
existing rate of 12% or 10% with no change in employers' contribution.

 A comprehensive textile sector package of Rs. 6,000 crore in 2016 had been approved to boost

the apparel and make-up segments. It is also proposed to provide an outlay of Rs. 7,148 crore
for the textile sector in 2018-19.

Infrastructure and Financial Sector Development:

 99 Cities have been selected to upgrade as smart cities with an outlay of Rs. 2.04 lakh crore.
Various projects like Smart Command and Control Centre, Smart Roads, Solar Rooftops,
Intelligent Transport Systems, Smart Parks have started implementing in these cities.

 AMRUT programme focuses on providing water supply to all households in 500 cities with State

plans to approve Rs. 77,640 crore the same. Water supply contracts for 494 projects worth Rs.
19,428 crore and sewerage work contract for 272 projects costing Rs. 12,429 crore has been
awarded.

 Government to target to complete National Highways exceeding 9,000 kilometers length
during 2017-18. Ambitious Bharatmala Pariyojana has been approved for providing seamless
connectivity of interior and backward areas and borders of the country to develop about
35,000 kms in Phase-I at an estimated cost of Rs. 5,35,000 crore.

 Large part of railway capex is for capacity creation, total capex for the year 2018-19 has been
pegged at Rs. 1,48,528 crore. All stations with more than 25,000 footfalls are proposed to have
escalators. All railway stations and trains will be progressively provided with wi-fi, CCTVs and
modern trainsets with state-of-the-art amenities and features are being designed.
Redevelopment of 600 major railway stations is being taken up.

 Mumbai’s transport system is being expanded to add 90 kms of double line tracks at a cost of
over Rs. 11,000 crore. 150 kms of additional suburban network is being planned at a cost of
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over Rs. 40,000 crore. A suburban network of approximately 160 kms at an estimated cost of
Rs. 17,000 crore is being planned for the growth of Bengaluru metropolis.

 Foundation stone of the bullet train was laid in September 2017. An institute is coming up in
Vadodara to train the manpower required for the high speed railway projects.

 Regional connectivity scheme of UDAN (Ude Desh ka Aam Nagrik) initiated last year shall
connect 56 unserved airports and 31 unserved helipads across the country.

 It is proposed to expand airport capacity more than 5 times to handle a billion trips a year,
balance sheet of AAI shall be leveraged to raise more funds for expansion.

 RBI has issued guidelines to nudge Corporates access bond market. SEBI will also consider
mandating, beginning with large Corporates, to meet about 1/4th of their financing needs from
the bond market.

 Government proposes to set up 5 lakh wi-fi-hotspots that will provide internet to 5 crore rural
citizens in 2018-19. Government provided Rs. 10,000 crore for creation and augmentation of
telecom infrastructure in 2018-19.

 Government has clarified that it does not consider crypto-currencies as legal tender or coin and
will take all measures to eliminate use of these in financing illegitimate activities or part of
payment system.
Building Institutions and Improving Public Service Delivery:

 Private investment is opened-up in defense production including liberalizing FDI. It is proposed
to develop 2 defense industrial production corridors.

 It is mentioned that, Government will evolve a scheme like Aadhar for individual enterprise to
allocate unique ID so that the public services can be delivered.

 National Insurance Company Limited, United India Assurance Company Limited and Oriental
India Insurance Company Limited will be merged into a single insurance entity and will be
subsequently listed.

 The disinvestment for the year 2018-19 is targeted of Rs. 80,000 crores, an amount of Rs.
1,00,000 crore in 2017-18 are assumed to be received out of disinvestments.

 Indian Post Offices Act, Provident Fund Act and National Saving Certificate Act are being

amalgamated and certain additional people friendly measures will be introduced. To provide
the RBI an instrument to manage excess liquidity, RBI Act is being amended to institutionalize
an Uncollateralized Deposit Facility.
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Emoluments of President, Vice President, Governors, MPs:

 The amendments proposed in the monthly Emoluments / Pension of various dignitaries are as
under:
Applicable to

Particulars

Present (Rs.)

Proposed (Rs.)

President

Salary of a
working President

Applicable from

1,50,000

5,00,000

1st January,
2016

Office expenses
of retiring
Presidents

60,000

1,00,000

1st April, 2018

Office expenses
of spouse of a
deceased
President

12,000

20,000

1,25,000

4,00,000

1st January,
2016

Vice-President
(Chairman of
the Council of
the States)

Salary of a
working VicePresident
Office expenses
of retiring Vice
Presidents

60,000

90,000

1st April, 2018

Member of
both the
houses of
Parliament

Salary [*]

50,000

1,00,000

1st April, 2018

Pension [*]

20,000

25,000

Additional
Pension [*]

1,500 p.m. for
every year
served more
than 5 years.

2,000 p.m. for
every year
served more
than 5 years.

Governors

Salary

1,10,000

3,50,000

1st January,
2016

[*] The above proposed Salary, allowances, pension and additional pension shall be increased
after every five years commencing from 1st April, 2023 on the basis of Cost Inflation Index.
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IMPACT OF BUDGET ON SELECTED INDUSTRIES:
Healthcare Pharmaceuticals:
Positive: With the increased allocation to healthcare and introduction of The National Health
Protection Scheme that will cover 50 crore people, the industry is expected to get focused
attention of the Govt. Moreover, with the increased allowance in respect of healthcare insurance
premium and deduction on healthcare expenditure, the sector is expected to have positive
impact.
Steel Sector:
Mixed: There are no major proposals for this industry. The expectation of reduction in import
duties has not come through. A slew of measures to boost domestic manufacturing, a step up in
allocation for Smart Cities mission, higher expenditure on Railways infrastructure and affordable
housing are also slated to drive demand for steel. Higher spending on infrastructure with a focus
on airport capacity expansion and transportation especially de-bottlenecking of the railways will
definitely boost steel demand along with the focus on affordable housing.
Media and entertainment industry:
Not significant: There was nothing much to cheer for the media and entertainment industry. No
suggestions for changes in GST slab. The TV and handset companies got a big blow due to
increased customs duty on mobile phone handset which will now become costlier.
Auto sector:
Positive: Increase in agriculture infrastructure spends as well as other announcements alike,
which will directly and indirectly support the automobiles, especially two wheelers, farm
equipment's and LCVs (light commercial vehicles) in Rural areas. Increased allocation for
infrastructure projects such as National highways (target completion in F.Y. 2017-18 is 9000 KMs)
and Bharat Mala project (target completion of 35,000 KM in Phase 1 at cost of Rs. 5.35 lakh crore)
for seamless connectivity in the union budget should give much needed push to the sector
especially Medium and Heavy Commercial vehicles.
Food processing and FMCG:
Positive: Doubling the budget allocation to the food processing ministry to Rs. 1,400 crore for
2018-19 fiscal and set up institutions to finance agro-processing projects, re-orienting the current
schemes and promote cluster-based development of agri-commodities to encourage each district
to focus on cultivation of specific crops, etc. will immensely benefit farmers in availing various
food processing related schemes and increasing their income.
Consumer durables:
Positive: The announcements to raise MSP to 1.5 times of the cost of farm produce will help in
increase of income available for discretionary spends and hence boosting demand of consumer
durables in India. The declaration to provide free electricity to four crore poor households under
Saubhagya Yojana may result in a direct and positive impact for consumer durables sector.
Furthermore, the announcement of the Amrut Program to focus on water supply to all households
in 500 cities may have a positive impact on the adoption of washing machines in these areas.
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Education:
Positive: Increased allocation to education sector, movement from traditional blackboards to
digital boards would offer enhanced learning experience to students, more emphasis to training of
untrained teachers and allocation of Rs. 1 lakh crore for education research are fruitful moves, the
proposal to start Eklavya schools and new architecture schools and government medical colleges
will have a certain positive impact.
IT services / Software:
Positive: Focus on development of digital infrastructure in the current budget is extremely
encouraging. Budget announced increased allocation for making necessary investments in
robotics, Artificial Intelligence, Internet of things, digital manufacturing and big data analytics,
setting up of 5 lac Wi-Fi hotspots including the use of blockchain technology to encourage digital
payments and curb the use of cryptocurrency, focus on cyber capabilities, including developing
and researching new technologies etc. are welcome measures.
Energy sector:
Positive: thrust towards expanding electricity access through flagship schemes is seen boosting
demand and a proposed mechanism for uptake of solar power likely to spur capacity creation. The
budget allocation for Deendayal Upadhayaya Gram Jyoti Yojna (DUGJY), Integrated Power
Development Scheme (IPDS) and the Sahaj Bijli Har Ghar Yojana (Saubhagya) to enable last mile
connectivity for rural households will have positive impact on this sector.
Ports:
Not significant: Centre’s flagship programme for port development and modernization,
Sagarmala, got Rs. 600 crore for this year. Ministry of Shipping got a fiscal support of Rs. 1,881.13
crore for F.Y. 2018-19, up by 19.95% and proposal to make necessary framework for encouraging
investment in sea plane activities will have marginal impact on port industry.
Real Estate Sector:
Not significant: a continued push on affordable housing in the form of the setting up of an
affordable housing fund, a clear focus on increasing farmers’ income which in return gives a fillip
to the real estate sector.
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A chronology of Income Tax since 1950s:
1950s: Maximum rate of income tax reduced from 5 annas to 4 annas. Wealth tax comes in.
1960s: The highest marginal rate on unearned income cut from 88.25% to 81.25% and that on
earned income from 82.5% to 74.75%.
1973-74: Eleven tax slabs, with rates from 10% to 85%. The top marginal rate is effectively 97.75.
1985-87: Finance Minister V.P. Singh (1985-87) reduces number of IT slabs to four, cuts top
marginal IT rate to 50%.
1990-91: In five Budgets between 1991-96, FM Manmohan Singh reduces IT slabs to three (20, 30
and 40%).
1997-98: P. Chidambaram's 'dream budget' cuts peak rate of income tax to 30% for Rs. 1,50,000
and above. Manmohan Singh, then in Opposition, criticises the rate cut.
1998-99: Exemption limit raised to Rs. 50,000. Standard deduction raised to Rs. 25,000.
2001-02: All surcharges abolished except surcharge at the rate of 2% for the National Calamity
Fund.
2002-03: Two rates of personal IT slabs: 20% up to Rs. 4 lakh per annum and 30% for income more
than Rs. 4 lakh.
2007-08: Basic exemption limit for all assessees raised from Rs. 1 lakh to Rs. 1,10,000. Similar
increase provided to women and senior citizens.
2009-10: The Income Tax exemption limit raised by Rs. 10,000 for general taxpayers and by Rs.
15,000 for senior citizens. For general taxpayers, income of up to Rs. 1.6 lakh per annum for men
and Rs. 1.90 lakh per annum for women is tax-exempt. Senior citizens not to pay tax up to an
annual income of Rs. 2.4 lakh.
2010-11: Under the slabs announced by Finance Minister Pranab Mukherjee, there would be no
tax on income up to Rs. 1.6 lakh. Pranab also increased the tax saving limit from Rs. 1 lakh to Rs.
1.2 lakh by allowing an investment of Rs. 20,000 in long-term infrastructure bonds.
2011-12: The basic exemption limit increased to Rs. 1.80 lakh.
2012-13: The basic exemption limit increased to Rs. 2.00 lakh.
2014-15: The basic exemption limit increased to Rs. 2.50 lakh and the same is continued till date
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