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July 7th, 2009

Dear Sir,                                         

Finance Budget 2009 – 10 (No. 2)

DIRECT TAX 
1.
RATES OF TAX 

(a)
No new taxes are being imposed. However the basic exemption has been increased as follows. For the Financial Year Starting April 2010 (Assessment Year 2011 – 2012)
	Income Slab In the case of every Individual
	Income Slab In the case of every Individual being Women
	Income Slab In the case of every Individual being Senior Citizen
	Rates

	Up to 1,60,000
	Up to 1,90,000
	Up to 2,40,000
	Nil

	1,60,001 to 3,00,000
	1,90,001 to 3,00,000
	2,40,001 to 3,00,000
	10%

	3,00,001 to 5,00,000
	3,00,001 to 5,00,000
	3,00,001 to 5,00,000
	20%

	Above 5,00,001 
	Above 5,00,001 
	Above 5,00,001 
	30%


     No surcharge on personal tax i.e. on Individuals & HUF
 (b)
 Limited Liability Partnership Company will be taxed on par with partnership firm.

(c)  Minimum Alternate Tax (MAT) increased to 15% as against the 10%.
(d)  Commodity Transaction Tax (CTT) abolished, (CTT is not yet operational)
2. 
EXEMPTIONS, DEDUCTIONS, CARRY FORWARD & PROCEDURAL CHANGES
(a) Deduction in respect of export profits under sections 10A and 10B of the Income-tax Act being extended up to the financial year 2010-11.

(b) Deduction under section 80-DD in respect of maintenance, including medical

treatment, of a dependent who is a person with severe disability being raised from

the present limit of Rs.75,000 to Rs.1 lakh.
(c) Donations to electoral trusts to be allowed as a 100 percent deduction in the

Computation of the income of the donor.
(d) Deduction under section 80E of the Income-tax Act allowed in respect of interest

on loans taken for pursuing higher education in specified fields of study to be

extended to cover all fields of study, including vocational studies, pursued after

completion of schooling (SSE or its equivalent)
(e) Scope of presumptive taxation to be extended to all small businesses with a turnover

up to Rs. 40 lakh. Option to declare their income from business @ 8 % of turnover .Exempted from advance tax and allowed to pay their entire tax liability from business at the time of filing their return. (Effective F.Y. 2010-11).
(f) The period allowed carrying forward the tax credit under MAT to be extended from seven years to ten years. Addition of provisions for diminution in the value of assets
(g) No disallowance of expenditure made in the case of transporters even if payment is made other then account payee cheque or bank draft subject to limit of Rs.35,000/-

(h) Threshold limit of paying of advance tax increased to Rs.10,000/- as against Rs.5,000/-

I.e. not required to pay advance tax unless total tax liability do not exceed Rs.10,000/-
(i) Transfer Pricing – Safe Harbour Rule – Acceptable difference of 5 % in Arms Length Price determined and  price at which the international transaction has actually undertaken  

(j) Dividend Distribution Tax to be paid after reducing dividend received from subsidiary company. Provision applicable to Domestic Company which is not the subsidiary of any other company.
(k) Tax Assessment Procedure to introduce Dispute Resolution Panel, further all Income  Tax Notice, Order, letter or other correspondence to mention Computer Generated Document Identification Number.  
(l) Inventory Valuation, TDS / TCS return, Remuneration to Partners, rules amended.
3.
CHANGES IN TDS RATES


Payment u/s 194-C (Contract Payment)**
a) If Payee is Individual / HUF TDS to be deducted @ 1 %

b) If payee is other then Individual / HUF TDS to be deducted @ 2 %

Payment u/s 194-I (Rent)**
a) Rent payment in respect of Machinery or Plant (all payee),TDS to be deducted @ 2 %
b) Rent payment in respect land or building or land appurtenant to a building (including factory building) or furniture or fittings (all payee), TDS to be deducted @ 10 %
· ** However if no PAN is reported by deductor, then TDS will be attracted @ 20% 
· Not require to consider Education Cess & Surcharge for payment made other salary to resident assessee.

· If transporter quote PAN no need to deduct TDS u/s 194C.s
4.   FRINGE BENEFIT TAX (FBT)

Fringe Benefit Tax to be abolished from F.Y 2010 – 2011 & perquisite valuation rules to be introduced.
5. WEALTH TAX

Wealth above Rs.30 Lakh will be chargeable under Wealth Tax as against the limit of   Rs.15Lakh
INDIRECT TAXES
Service tax

1. Service Tax to be imposed on the following services:

a. Service provided in relation to transport of goods by rail
b. Service provided in relation to transport of coastal cargo; and goods through

Inland water including National Waterways
c. Advice, consultancy or technical assistance provided in the field of law (this

tax would not be applicable in case the service provider or service receiver is

an individual).
d. Cosmetic and plastic surgery service
2. Exemption From Service Tax
Two taxable services, 1) Transport of goods through road and 2) Commission paid to foreign agents to be exempted from the levy of service tax, if the exporter is liable to pay service tax on reverse charge basis. However, present cap of 10% on commission agency charges is retained. Thus there would be no need for the exporter to first pay      the tax and later claim refund in respect of these services
3. a) An assessee providing both taxable and exempted services, who does not maintain separate accounts of inputs shall now pay an amount equal to 6% of the value of exempted services instead of 8%.
b)  Changes in optional composition scheme. At present the works contractor has the option of either paying 10% of the service element in the value of the contract or pay 4% on the gross amount charged for the contract. Now available only to such works contracts where the taxpayer declares the entire value of goods and services used in the execution of the works contract as the ‘gross value’ charged for the works contract

UPDATES

1) Unique Identification Authority of India (UIDAI) to set up online data base with

identity and biometric details of Indian residents. 
2) Introduction of Goods & Service Tax from 1st April 2010.
3) Centralised processing of Return at Bengaluru.
Yours faithfully,

KUCHERIA & CO.
CHARTERED ACCOUNTANTS
