


            Budget 2009-Highlights


 BUDGET 2009

Direct Tax Provisions

	SECTION
	HEADING
	W.E.F.
	AMENDMENTS

	Sec 2 (15)


	Definition of “Charitable Purpose Modified


	A.Y 2009-10


	“Preservation of environment (including watersheds, forests and wildlife) and preservation of monuments or places or object of artistic or historic interest” added before “advancement of any other object of public utility ”creating a different category for them.

	Sec 2(22AA)


	Electoral Trusts


	A.Y 2010-11


	-A 100 percent deduction for contributions to approved Electoral Trusts

-Voluntary contributions received by an electoral trust shall be exempted subject to specified conditions.

	
	Taxation of LLPs


	A.Y 2010-11


	-Section 2(23)-Taxability of LLPs and partners of LLP has been placed at par with firm by amending the definition of the terms “firm”, “partner” and “partnership”

-Yet no clarification is given for taxation on conversion of company in to LLP

	Sec 2(29BA)


	Definition of Manufacture


	A.Y 2009-10


	A change in a non-living physical object or article or thing,-

   (a) Resulting in transformation of the object or article or thing into a new and distinct object or article or thing having a different name, character and use;
   (b) Bringing into existence of a new and distinct object or article or thing with a different chemical composition or integral structure 

	40(b) 


	Maximum Remuneration allowable to working partner 


	A.Y 2010-11


	Book Profit


	Maximum deductible remuneration 

	
	
	
	First Rs. 300,000 of the book profit or in case of a loss
	Rs150,000 or at the rate of 90% of the book-profit, whichever is higher

	
	
	
	On the balance of the book-profit
	At the rate of 60%




	Sec 10(23C)


	Time limit for application for approval


	A.Y 2009-10


	Relevant in case of fund or trust or institution or any university or other educational institution or any hospital or other medical institution for the purpose of grant of exemption provisions

Application can be moved within due date u/s 139(5) i.e. six months from the end of financial year.

	Sec 35(2AB)


	Weighted deduction for in-house research and development


	A.Y 2010-11


	Weighted deduction of 150% of capital expenditure (except land and building) extended to all companies engaged in the manufacture or production of an article or thing except those specified in the XI Schedule (Non-priority)

	Sec

35AD


	Deduction for capital expenditure on certain specified Businesses


	A.Y 2010-11


	100% deduction on capital expenditure other than expenditure incurred on the acquisition of any land or goodwill or financial instrument for the following specified businesses:

► Setting up and operating a cold chain facility;

►Setting up and operating a warehousing facility for storage of agricultural produce; and

► Laying and operating a cross-country natural gas or crude or petroleum oil pipeline network for distribution, including storage facilities being an integral part of such network.

	
	Relief to Transporters


	A.Y 2010-11


	-Sec 40A(3) & 40A(3A)-Disallowance of payment otherwise than A/c payee cheque- limit of payment for transporters engaged in plying, hiring or leasing goods will be raised to Rs. 35,000 - w.e.f-1 October 2009

-Sec 194C(6)-No TDS in case of payment to person engaged in business of plying, hiring or leasing goods carriages on furnishing his PAN w.e.f-1 October 2009


	
	Presumptive Taxation-44AE


	A.Y 2011-12


	For business of  plying, hiring or leasing goods carriages and not Owning more than 10 Goods carriages

	
	
	
	Nature of Vehicle
	Existing Rate
	Proposed Rate

	
	
	
	Heavy Goods Vehicle


	3500/-


	5000/-



	
	
	
	Others


	3150/-


	4500/-



	Sec

44AD


	
	A.Y 2011-12


	-Benefit of presumptive tax available for business income of individual, HUF, or  partnership firm who are resident except LLP and having turnover of less then 40 Lakhs  

-The taxable profits shall be calculated at higher of 8% of total turnover or actual profit, subject to specified conditions. Remuneration and interest to partners will be allowed separately.

-This appears to does not apply to Profession

	Sec 50C
	Capital Gains 


	1st Oct 2009
	The value assessed or assessable by any Stamp Duty Authority deemed to be the full value of consideration for computing capital gains on transfer of land and/or buildings.

Assessable means-as the price which the stamp valuation authority would have adopted or assessed, if it were referred to such authority for the payment of stamp duty notwithstanding anything to the contrary contained in any other law for the time being in force

	Sec 56- 


	Gift in cash or kind


	1st Oct 2009


	-Any sum of money received in cash or kind exceeding Rs.50,000 by an Individual or HUF without any or inadequate consideration shall be taxable as other  income.

 -Property includes immovable property, land, buildings, shares & securities, jewellery, archaeological collections, drawings, paintings, sculptures or any work of art

-This section also covered trading assets

-Gift to firm and company not covered


	Sec 56(2)-


	Interest received on compensation 


	A.Y 2010-11


	-Benefit of presumptive tax available for business income of individual, HUF, or partnership firm who are resident except LLP and having turnover of less then 40 Lakhs  

-The taxable profits shall be calculated at higher of 8% of total turnover or actual profit, subject to specified conditions. Remuneration and interest to partners will be allowed separately.

	
	Deduction under chapter VI-A


	A.Y 2010-11


	-80E-Deduction in respect of interest on loan taken for higher education extended to all fields of studies (including vocational studies) after passing the Senior Secondary Examination or its equivalent, from any recognized School, Board or University.

-80DD Deduction for medical treatment of a dependent suffering from severe prescribed disability increased to INR100,000 from INR75,000

	Sec 
208


	Advance Tax


	1st April 2009
	Proposal to increase the threshold limit for paying of advance tax from INR 5,000 to INR 10,000

	Sec 115BBC


	Receipt of anonymous donations


	A.Y 2010-11


	Anonymous donations shall be taxable to the extent such donations exceed 5% of total income of such institution or sum of INR 100,000 whichever is more except in case of religious institutions.

	115JB


	Minimum Alternate Tax


	A.Y. 2001-02


	-Rate increased to 15 percent w.e.f. A.Y. 2010-11

-Carry forward of MAT credit for 10 years

-W.e.f. A.Y.2010-2011

-Provision for diminution in value of any asset to be added back for calculating 


	Sec 115WB


	Fringe Benefit Tax
	A.Y 2010-11


	-Fringe Benefit Tax (FBT) to be abolished

-Perquisite Taxation to be restored

-ESOPs to be taxed on difference between Fair market Value (FMV) on the date of exercise less exercise price

-FMV to be determined in accordance with method to be prescribed 

-Cost of acquisition for computing capital gains on ESOPs to be FMV on exercise date
-Employer’s contribution to superannuating fund exceeding INR 100,000 

-Value of any other fringe benefit or amenity as may be prescribed 

-Now with abolition of FBT, fringe benefits will be taxed in the hands of employee as perquisites!!!!

	Sec

 194C


	TDS-Contractor


	1st Oct.,2009
	-If Payee individual /HUF - 1%

-If Payee other than individual/HUF - 2%

-No TDS if person engaged in business of plying, hiring and leasing goods carriages furnishes his PAN

	Sec

 194I


	TDS-Rent


	A.Y 2010-11


	Rent Paid for-


	Earlier Rate


	Proposed Rate-w.e.f-1.10.09

	
	
	
	Plant, Machinery or equipment


	10%


	2%



	
	
	
	Land and Building to Individual or HUF


	15%


	10%



	
	
	
	Land or Building to other than individual or HUF
	20%


	10%




	Sec 206AA


	New provision for compliance of furnishing PAN


	1st April 2010
	If the deductee does not furnish his PAN to the tax deductor, tax shall be deducted at the higher of the following rates, namely-

     1) At the rate specified in the  relevant provision of this act

     2) At the rate or rates in force; or

     3) At the rate of twenty per cent.

    In bills, correspondence, vouchers and other documents involving TAX deduction, PAN to be quoted

	TDS


	
	Passing of Budget


	Surcharge and cess on TDS not leviable, other than in case of payments made to foreign companies and salary payments to resident tax payers. Saving of million of hours of employees, tax consultants.

	Sec. 282B


	DIN


	1st Oct. 2010 


	-Revenue authority to allot and quote DIN (Document Identification Number) for every notice, letter, order or correspondence.

-In the absence of DIN document to be treated invalid and deemed to have been never issued or received

	Personal Tax


	Revised Threshold Limits


	A.Y 2010-11


	
	Current
	Proposed

	
	
	
	Individuals and HUFs (INR)
	150,000 
	160,000

	
	
	
	Women (INR)
	180,000

	190,000


	
	
	
	Senior Citizens (INR)


	225,000

	240,000


	
	
	
	A relief - Surcharge on personal income tax abolished-Step towards eliminating all surcharges

	Others


	
	1st April 2009


	-Commodities Transaction Tax abolished.

-Income of or on behalf of New Pension scheme Trust exempt as per newly inserted section 10(44) 

	Wealth Tax


	
	A.Y 2010-11


	-No change in the rates of Wealth Tax

-Proposed increase in the threshold limit for payment of wealth tax from Rs 15 Lakhs to Rs 30 Lakhs


The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. The content provided here treats the subjects covered here in condensed form. It is intended to provide a general guide to the subject matter and it should neither be considered as our opinion nor be relied on as a basis for business decisions.  

Although we Endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon such information without appropriate professional advice after a thorough examination of the particular situation. Specialist advice should be sought with respect to any individual circumstances.
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