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THE BUDGET 2012-13
HIGHLIGHTS

Income tax exemption limit raised from Rs 180000 to Rs 200000;
upper limit of 20% tax slab raised from Rs 8 lacs to Rs 10 lacs.

Interest from savings bank accounts deductible upte Rs 10000;
deductlon upto Rs 5000 for preventive heafth check-up,

Turnover {fmit for compulsary tax audit for SMEs raised from Rs 60
lacs to Rs 1 crove.

STT reduced from 0.125% to 0.1%.
Sanior citlzens without business income exempt from advance {ax.

15% rate for dividends from {oreign companies extended for
FY 2012-13.

TCE8 en cash purchase of bullion and jewsllary.
TODG on purchase of immovahle proparty above specified lirnit,

Withholding tax rale on interest on ECB reduced from 20% to 5% for
d years for specified asctors.

General Anti Avcidance Rule being introducad to countar aggrassive
tax aveidance arrangements.

RAe-opening of tax assessments upto 16 years in case of overseas
assets.

White paper on Black Money te be introduced tn the cirrent session
of Pardiament.

Mo change in corporate tax rate and tax structures.
Cascading affect of DDT in a mulll-layer corporate structure remcved.

A number of measures proposed to deter genaration and use of
unaccounted money.

Service tax rate increased from 10% to 12%

All services to atiract service except those n the negative list.
Geneml axcise rate to be Increased from 10% to 12%.
Commen tex code for Excise and Service tax proposed.

Relief in indirect taxes to sectors under stress; agriculture,
infrastructure, mining, railways, roads, civil aviation, manufacturing,
haatth and nutrition, and envirenment ged duty relief.




[ INCOME TAX

Retes of income Tax {w.e.f. A.Y. 2013-14}

1) Individual (other than senior citizen and very senlor citizen) HUF, A0P and
B, whether incorporated or not, and artificial juridical person:

Upto Rs.2,00,000 ML
R%.2,00,001 to 500,000 10 %
Rs. 5,000,001 t0 10,00,000 20%:
Above Rs. 10,00,000 0%

Surcharge - NIL  Education cess | 2%
Sesondary and Highar Education Cess: 1%

2)  SBenlor Clitlzen : {whose age is 80 years or more but \ess than 80 years as

on 31-03-2013)
Lpto Rs.2,50,000 ML
Fs.2,50,001 to Be.5,00,000 10%
Rs.5.00.001 1o Rs.10.00.000 20 %
Above Rs10,00.000 30 %

Surcharge @ NIL  Education cegs : 2%
Secondary and Higher Education Cess: 1%

3 Very Senlor Clilzen :
{Whosa ageis B0 years or mors as on 31-3-2013)

Upte Rs. 500,000 ML
Rs. 500,001 to Rs, 10,000,000 20%
Abowe Rs, 10,00,000 0%

Surcharge : NIL  Educatioh cess @ 2%
Seqondary and Highar Education Cass . 1%

CHARI T T
A tin 13 {w.gt AY

Mew Sub-clause (vifi} to Section 13 Is insarted to proposal that the totel inggme
of & charitable trust shall hot be exempt only in the pravious year in which the
aggregate value of receipt from commercial activities exceeds As. 25 facs.

ON RESIPDENT
n ened 1o Sce or arige in \nd ction9a

I wal 01-p4-1962
Section 9 of the Income Tax provides cases of income, witich are deemed to
&oocrus Oof arise in india. This is a legal fiction created to tax income, which




rnay Or may nat arge in india and wouwld not have been {axable but for the

gdeeming provision created by ihis section,

Froposed amendmants are in the fallowing marnner ;-

{ Section{1)(]} is proposed amaended o clarty that the sxpression “through®
shall meaan and inchide and shall ba deemsd to have always meant amd
ncluded “by means o, “In consequence of © of “by reason of.

{iy Sechon H1)i} s proposed to be amendsd to clanify that an assetora
papital asset baing any share or interest In & company ar entity
registered or incosporated ouiside Indla shall be desmed to bs and
shall aiways be desmad to have been situated in India If the shars or
interest derives, directly or indirsctly, its value substantially from the
assets located in India.

fii) Consequential amendmeants are also proposad |n saction 2(14} and
2{47yexplained hersinabove,

Section 195 of the Income Tax ACErequires any parsen 1o daduct tax
at source betore making paymsents to a non resident if the income of
such non resident is chargaable to tax in india.

{iv] Section 185(1)is proposed tobe amended o tlaniy that obligation to
comply with sub section (1) and to make deduction there undar applies
and shall ba deemed to have always appiied and axtands and shall be

3 deemed o have alwsys extended (o ail persons, resident or non

regident, whether or not the non resident has ;

fay a mesidence or place of business or business cannection I
India, or

iy anyather presence in any mannar whatsosver in India.

Thess amendments will take effect retrospectively frorn 1= Apdl, 1982 and
will accardingly apply in relation to the assessment year 1962-83 and
subsequent assessmment years. '

. w.edt 01-06-1976 (A.Y. 1977-78)

Saction 3{1) {vi} provides that any incorme payable by way of rovaity in
respect of any right, proparty ar information is desrmed to bg aceruing or
arfging in India. The term "royaity” has been defined in Explanaton which
means consideration received or recelvable for transter of all or any rightin
respect of cerain rights, property orinformation, Comllcting decisions of
varous courts in raspect of incame in nature of royalty have been rendered,

(1} Sectian 8{1){vi} is proposed to be amendad ¢ clarity {0 that the
congideration for use of right to usa of computer soltware 1s rovally by
clariiying that trangfer of all ar any rights in respact of any right,
property ar information includes and has always included transfer of
all or any mght faruse or aght to use a computer sofhware (including




A

(B}

granting of a licence) irregpective of the madium through which such
fightis transferred

2y Sectlon 901) (v s proposed 10 be amendad to clary that royalty
inctudes and has alweys included considaratian in respect of any tight,
proparty or information, whether or not -
fa} the possession or contrel of such right, property or infarmation
is with the payer,

bl such right, propenty orinformation is used diractly by the payer.
{c) tha lucation of such right, propatty or information is in India.

{3} Section 9{t}Kvi] 15 proposed to be amendsd to clarify that the term
'mrocess” includes and shall be deemed 10 have always included
ransmission by satellite (including up-linking, amplification, conversion
far down-linkong of any signal}, cable, optic fibre or by any ofher similar
technelogy, whether or not such pracess (s sectet

TRANSFER PRICING PROVISIONS

Advance Prigcing Agreement {APA} [ Section 92CC and 92C0] (w.a.f.
01-07-2012)

Advance Pricing Agresment |s an agreement between & taxpayer ard a
taxing awthority on an appropriate transfer pricing methodalogy far a set of
trangactions over a fixed pariod of time in future, The APAs offar better
assurance on transgfer pricing methods and are conduciva 1n providing
cettainty and unanirity of approach, New sections 32CC and 92C0 are
proposad to be insefted in the Actto provide a detalted framework for
advahce pricing agreament under the Act.

Exarninatiop by the Transfer Pricing Ofifilcer_of iniernational

trangactions not reported by the Aszesses. [section §2 w.gl. 01-
0B-2002 f 1-07-2012}

At presant the Transfer Pricing Qffices {TPO) haslimited power o determine
Arms Lentn Price {ALP) of international transactions which are reported by
the tax payver. The determination of ALP of intemational fransaction not
reporied by the tax payer is open to challenge.

itis proposed to armend section 9204 of the Act ratrospectivaly to empower
Transfer Pruging CRticer (TPO) to determine Arm's Length Price of an
international fransaction noticad by himin the courss of proceedings befora
him, evan ii the said transaction was not referrad to him by the Assessing
Officer, provided that such international transaction was not reported by the
taxpayer as per the requirerment cast upon bhim under section 92E of the
Act. This amendment will take effect retrospectively from 15t June, 2002,

TR



{C)

(@)

it15 also propasad o provide an axplanation to offect that Jue to retrospectiva
amandment, no reopening of any procesding would ba undertaken only on
account of such an amendmant

Transfar Pricing Reguistions ta apply to certain domestic transactions
[various sections}{w.ef. A.Y. 2013-14)

Section 404 of the Act empowers the Assessing Officer to disallow
unraasonaile expendiiure incutred between related parties. However, no
spectiic methed to determine reasonableness of oxpenditure or fair market
valua to re-compute the income in such related ransactions s provided
under these sections, With a vigw (o provide objectivily in determination of
Incame from domestic related patty transactions and determination of
reaggonabtenass of expenditure between related domestic partias it is
proposed to amend cerain provisions of the Act to pravide applicability of
transier pricing regulations {including procedural and penalty provisions) to
transactions etwean related resident parties for the purposes of computation
of income, disalowance of expenses ete. ag requirad under provisions of
sechons 404, 80-14, 10A4, 804, sections where refarence is mada o section
80-14, or io transactions as may be preseribed by the Boacd, If aggregate
amount of all such domestic transactions axcesds Rupess S crore in a
year. it is further proposed to amend the rmeaning of reldted parsons as
provided in section 404 to includa companies having the sams holding

COMMpEny.
Determinalion of Arm's Lenath Price (ALP) [section 92C]
{w.ef. A.Y.2002-03)

Section 32 {1} provides a sef of methods for determination of Ami's Lenth
Price (ALP). Incase of varation of ALP ags determinad by TPD and as
determined by the Teax Payer, a tolarance range of 5% is provided. Vadaus
courts hava intarprated it differently. itis proposed to amend the lncomes Tax
Act ta provide clarity with retrospective eftect in respect of first proviso 1o
section 92Ci2) as it stood hafore it subatitubion by Finance Act (Mo.2), 2009
=0 that the talerance band of 5% |8 not taken 1o be a standard deduction
whlle computing Am's Lenpth Price and to ansura that due to such ratrospecive
amendrment already completed agsessmants or proceedings are nol reopanad
only on this ground,

It iz algo proposad to amend the Income Tax Act to provide clanfy that
zecond provisg 1o section 920 snail alsa be applicable to all proceedings
which were pending as on 01,10.2009 [Thea date of coming in fores of second
proviso insarted by Finanea {Ma.2) Acl, 2008). The amendmants will take
sflact retraspectively from 15t October. 2008,




(E}

(F)

{G)

(H)

0

Tolerance band for ALP {wef. AY. 2013-14)
The sxisting saction 92C provides for the tolarance limit of 5% in case of

varlation of ALP as determined by TPO and 85 determined by the tax payer,
whers no adjiustmeant will be made in ALP.

It & propesed o amend Section 92C {2} of the Act, 30 as to provide an
upper ceiling af 3% in raspect of powar of Cantral Government to notify the
tolgrance cange for deterrmination of arms length price.

Penalty in Transfar Pricing Sec. 271484 {w.e]. 1-7-2013)

Itis propossd ta amend section 27 1A4 to provige levy of penalty at the rate
of 27 of the value of the international transaction, if tha taxpayer.-

i  lzils to maintain prescribed documeants or information on;

{fi) fails to report any nternational transaction which 15 required to be
reparted, o,

(il  maintains ar furnishes any incorrect information or documents. This
penalty would be in addition o penafties in sectop 27 1BA and 271G.

Reassement in Transfar Priclng Sec. 147 {w.e.f. 1-7-2013)

Section 147 of the Act, providas for reopening of the cases of the pravious
yoars, if any income chargeable to tax has sscaped asssssment. It is
proposed to ameand Sectlon 147 of the Act, to provide that (b all cases
where [t iz found that an internahonal transaction has not been raportad
pither by non-filing of repont or otharwise by not Inciuding such transaction
in the report rantionad in saction S2E then such non-reporing would be
considared as a cass of deamed escapement of income and sush a case
can be raopenad undat section 147 of the Act

Appeal against the directions of the Dispute Resplution Panal (AP

{w.a.f, 1-7-2072)

It 15 propased to amend the provisions of section 253 and section 254 of
the Income-tax Act to provide for filing of appeal by the Assassing Offlcer
agalnst an order passed in pursuance of directions of the DRP in respact of
an objection filed an or after 18t July, 2012,

Pawet of the DRP i enhance varistions (w.e.l. A Y. 2008-10%

it is praposed to insert an Explanation in the provisions of Saectfon 1440 to
clanty that the power of the DRP to enhance the variation shall includa and
shall always be deemed 1o have Includsd the power to cansidar any matter
anging out of the assassment proceedings ralaling to the draft assessment
wrder This power to congidar any issue would be irrgspactive of the fact
wheather such matter was raised by tha eligible aszesses or hot,




BUSINESS INCOME

inftial depreclation to the power sector ; {w.e.{. A.Y. 2013-14}

Section 32(1Wia) provides lor allowance of initial depraciation {in addition to normal
depreciation) at the rate of 2026 of the actual cost on new machinery or plantto the
assessea engaged in the business of manufacture or production of any article or
thing in the year of acquisition. Business of powsr generation and distribution of
power Jid not quakiy for this benefit. Now it is proposed 1o amend this section to
provide that an assesses angaged i the buslngss of generation or generation and
distribution of power shall atso be allowed initigl depraciation at the rate of 20%

Ceductlon for sclentiflc research and development ; fw.e.f. AY. 2013-14)
Undar tha existing provisions of Section 35(2A8) of the Income-tax Act, 2 company
is aftowed weighted deduction atthe rate of 200% of expenditure {nat being in the
nature of cost of any tand of buildng) incurred on approved in-houss research
and development facittias This deduction is avartabta in respect of any expenditure
incivrad by a company up to 31% March, 2012

itis now proposed to extend the henafit for a further period of ive years | &, upto
31st March, 2017,

Deduction In raspact pf capital axpenditure /g, ASAD: {w.e f. A.¥, 2013-14)

Under the exisiing provisions of saction 3540, 100% deduchan is avaitable n

respect of the whole of any expendiure of capital natvre incurred whotty and

aexclusively, for the purposes of ihe specified buslness during (he previous yaar

i which such expenditura iswcutrad 1te proposed to includs the followng three

new businesses as specifiad busineas for the purposes of deduction under

section 35A0, namely:-

{it setting up and operating an land container depot or a container fraight
station notited or approved under the Customs Act, 19562 (52 of 1862):

(it bee-keeping and production of honey and besswax; and

(Y seiting up and opsrating & warshousing facility lor storage of sugar.

It is also proposed that the date of commencemant of operations for avatling
Investmaent linked deduction in raspect of the thiee new specified businesses
shall be an or after st Aped, 2012,

It iz also proposed that the following spectfied businesses commanoing on of

after the 15t of Aprit, 2012 shail be aflowed a daducton of 150% of the capltal

sipanditura undar section ASAD of tha Income-tax Act, namely:-

i} sslting up and operating a cold chain facitity;

fiiy setling up and operating a warehousing facility for storage of agricuitural
produce;

{ify bullding and aparating, amywhera in tndiz, a hosplal with at least one hundred
beds for patients;

fiv) developing and buillding a housing project under a schemse for affordable
housing framad by the Centrad Government or & State Governmend, as the




e

case may be, and nalifted by the Board in this behaif in accordancs with the
guidelines ag may be prescribed; and
v} production of fartilizer in India.

Undar the existing provision the investment-linked deduction undar section 35A0
is allowsd to an assesses engaged in the business of building and operating a
hotal whereby the deduction is not granted whete the hote! owner may get the
hotsl operated through an ousoweing arrangemant.

s pow proposed to provide a suitable clanfication so that a hotal owner continues
to be ehgitie for the deduction under section 3540 it he, while continuing ta own
the hoted getit operated by a third person. {w.e.f ALY 2011-12)

Deduction for expendliiure incyrred on agricultural extension project u's,
35CCC (w.e.f. AY, 2013-14)

It i3 proposad to insart a neyw provision in the Income-tax Act 10 allow weighted
deduction of 150% of tha expenditure incurred on agricultural extension project.
The agricuitural extension praject aligible for this weighted deduction shall be
ngified by the Board in accordance with the prescribed guidelines,

Dedustlan tor expenditure for skil} develgpment /s, ASCCD (w.e.f, ALY,
2013-14)

it is proposed to insart a new prowvision Inthe Income-tax Act to provide deductlon
of 150% of expenses [not being sxpenditure in the nature of cost of any land or
building} incurred on skill devaloepment project. The skit devetopmeant project
aligible for this weiphted deduchon shall be notified by the Board in accordancs
with tha prescribed guidslines.

Disallowance of bysiness expendlture on account of non/short dedyction
of tax u/g, 3Q{a){la) {w.e.f. A.Y. 2013-14)

Provisions of Chapter XVIl-8 of the incoms-tax Act providas that a person |s
required to dsduct tax on certain speciiied payments at the specified rates if the
paymant exceeds specliied thrashold it In cass of nonfshort deduchon of ax
in acoardance with the provisions of that Chaptar, heis deemedd to be an assessee
in default under section 251 {1Y in respact of the amount of such nonfshor deduction.

Howeavaer, saction 191 of the Act provides that the deductor cannot be treated as
assesses n delault in respect of nonfshort deduction of 1ax if the payes has
discharged his tax liatylity,

It |z proposed to amend section 40{a)ia) 1o provide that where an assesses
makes payment of the nature spedified in the said section ta a rasidant payes
without deduction of tax and is not deemed 1o ba an assessag in dafault under
seclion 201{1] an account of payment of taxas and filing of Ris Retur of Income
by the payee, and abtaining CA Cerlificate in this respect, then, for the purpase
of allowing deduction of such gum, it shall be deemad that the assesses has
daducted and paid the tak on such sum,

e o o __.-_. o o
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Turnover or gross receipts for tax audit and presumptive taxation w/s. 44A8
and $4AD0 {w.e.f. A.Y, 2013-14}

Under the existing provisions of section 44AB, every parson carrying on business
is required to get hig accounts audited if the total salas, turnover or grass receipts
in tha previous year exceed As. 60 lacs and in case of & person carrying on a
profession, if the total sales, tumover or gross récaipts In the pravious year
exceed Rs. 15 lacs. It 15 now proposed to incraase the threshold limit of total
salas, tumover ar gross receipts, specifiad under section 44ARB for geting accounts
audited, from As &0 lacto As. 1 crore in the case of parsons carrying on business
and from As. 15 lacs to As, 25 lacs in the case of persans carrying on profession

It is also proposed that for the purpose of presumptive taxation under saction
4480, the threshold limit of total tumover or grass receipts would also be increased
from Rs. 50 lacs te Rs. 1 crore.

Presumptive taxatlon net to apply to professionals ete: y/s. 44AD (w.e.l.
AN 201112}

Itis proposed to amend saction 44AD to clarify that the presumptive scheme of
taxation is not applicable Yo (i} @ person carrying on professian as raferred to in
sub-section {1) of section 44AA; (i) persons eaming incams in the naturg of
sommission or Brokerage incomes; ar (i) a or a persan carrying on any agency
business. This amendment is proposed from retrospective effect.

CAPITAL GAIN

Trangactions not regarded as transfer y/s. 47 (w.e.f. A.Y, 2013-14)

In the case of amalgamation, where the amalgamated company itself is the
shareholder in the amalgamating company it shall not b necessary for the
amaigamatad company to issues shares. A similar relaxation will apply to cases
of demerger alsa.

Cost with referencs to ¢ertain modes of acquisition u/s. 49(11liXe)

(w.e.f, A.Y. 1998-2000]

In the following cases where any assessae gets assels, the cost of such assets
shall bo deemed to be the cost of the person who transfers such assets on
fulfitling certain conditions specified ufs 47(xli), 47(xtiib) and 47 (xiv).

1) Where & firm is succaeded by a company inthe business carriad an by the
firm as a result of which assets are transfarred by the firm to the
company.[Sec.47{xiii}]

2)  Where a private limitad company or unlisted public company is convertad
inta Limitad Liabilty Parthership as a result of which capital assets or
irtangible assets ara transferted to LLP [Sec.47(xib]]

3) Where 2 sola propristary concems succeadsed by @ company in the business
carried on hy it as a result of which assets are fransferred by the sole
proprietary concam to the company.[Sec.47{xiv)]




AY.2013-34)
YWhere a capital asgat 15 ransferred by an assessee and consideration recenved or
accrued is not ascertainable or can not be determined for the caloulation of capital
gain kax, the farr madet value of that asset on the date ot transfer shall be deemead
to ba the full value of consideration received or agerusd a3 A result of suich ransfer.

Canltal Gain an transfer of Agricultural Land u/s. 54B (fw.ef. A.Y. 2013-13)

A% per Sec.b4B if an agricultural land 1z transferred which was used by the
assesssa of ks parent for agricultural purposes, the capital gain arising on such
transfer is ot chargeable to tax on certain conditions pregcrited in said section

MNow this banefit is alse available aven if such agricultural land was used and
transferred by the HUF,

Capital gain on transfer of residential property not to ba charged In certaln
cases us, 54GB (w.ef A.Y, 2013-14}

ltis proposed to inser new section 54 G5B s0 as to provide relief from long term
capital gains tax to an individual or HUF on sale of residential house or a plot of
land in case of investmant of net consideration in the eguity shares of ehabls
SME eompany manufacturing an arficla or a thing and such sums 12 used for tha
purpose of purchase of new plant & machinery subject to fulfillment of certain
conditicns

Referance to Valuation Officer ufa. 554 (w.e.k 1-07-2012}

At present the Assessing Officer is empowerd to make a reference to valuation
eall if In his opinion the value clalmed by assesses is lower that its fair market
valua whah the assessee suppors the value of caplial assets by registerad
valuer's reports Hance, for valuation report as on 1-4-1981 filed hy the assesses,
iFin opinion of assessing officer tha valus was more, then he was not empowered
to make a reference. It fs proposed to amend the saction whareby assessing
officer will be able to make a refarence to valuation cell if the value claimed by
855655588 15 In "variance with its fair market value",

OTHER SOQURCES
Change in the meaning of a relative ufs. 56 {w.e.f. 1-10-2009}

Thera 18 no change in the definition of & relative of indwidual whera as there 13
changs in defination of relativa of HUF. Accardingly any membet of 2 HUF will be
considerad as a relative.

Shars pramlum in excess of Falr Markat value u/s. 56{2) Clausge (viib) {w.e.f,
AN. 201314}

A5 per the new clause (vib) where & company other than a company in which
public are substantially interested recelves any constderation for issue of shares
from a residant person and which exceads the face value of such shares, the
excess of consideratian avear the fair market value (defined) of shares shall he

e . | BT — .
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eonsidered &s Income in the previous yearin which such sonsideration is recelved,

Prowvided that this clause shell not apply where the consideration for issue of
sharas is recawed by a venture capral undsertaking from a venture capital company
of & vanture capital fund,

DEEMED INCOME
Cash Crod!t etc. ufs, 68 (w.ef AY.2093-14)

Mew provise has been insarted in section 68 which provides that it any sum
which cansists share application money, shave capital, share pramium ar any
such amount by whataver name callad, found to ba creditad in the hooks of the
company inwhich public are not substantally interested, the same sum shall ba
included in the incame of the company. Howevar if the fallowing condition |s
zatisfred, the surm shall not be inclided 10 the income of the company.

I the person who is resident and in whose name such sum is credited offers an
sxplanation about the nature and source of such sum credited and such
explanation in the opirean of the assassing officar found to be satsfactory

However If the rasident person 1s a Venture Capital Company or Venturs Gapital
Fund the said cfause shali not be applicable

DEDUCTIONS

Deduction In respect of Lite Insurance Premlum ufs. 80C :-

{w.e.f. A.¥,2013-14)

At present the deduction for Life (nsurance Fremium is allowable for only so
much of the prémibm as is not in excess of 20% of the sum assurad. It 13
proposad that the said 20% 15 reduced to 10% for insurance policies issued on or
after 01.04 2012,

Deductlon In respect of health ihsuwance aremlum /_Preventive Heslth

Checkup ufs, 80D :- {w.e.f, A.Y, 201214

{A) At present a deduction of Bs_ 15000 1% allowed for self, spouse and
dependent children. Further deduetion of Rs. 15000 is also allowsd for buying
health insurance policy in respect of parent, (for senior citlizen As. 20000)
I 15 proposed that Bs. 5000 included in the cverall limit prascribed will be
allowed for expanditure for preventive health checkup paid by any mode
including cash.

{B) Mis proposed that for considering the age limitfor senior citizens the age of
£5 years or mare is reduced ta 80 years or more. Similar changs is also
prapasad in section 8000B regarding rmadical treatmant,

Dreduction in regpect of donations to gertaln funds or charitable institutlons
uis. 80G - (w.e.f. A.Y.2013-14)

Clauss 50 is insartad whaereby it is propgsed that the dadusthon shall not be
allowed under section 80G, if an amourd exceeding B, 1000015 paid a3 donation
ty way of cash,

N . {8




beduction In respect of donations to Scleniliic Research or rural
development s, 30GGA - (we.f, A.Y.2013-14)

It 1s prepased that the deduction shall not be allowed under section 80G5EA, itan
amount exceeding As.10000 is paid as donation by way of cash,

Deductlons In respect of prefits and gains from indugirlal undertakings

engaged |n infrastructure davelopmant, atg, wis. 80-1A :- [wef. &Y. 2012~

14

At prasent deduction from profits and gains is allowed to an undertaking which-

{a) 15 set up for genecation and distnbution of power at any time during the
penod beginning on 17 Aprl, 1895 and ending on 31% March, 2012,

{by Starts transmission or distribution by laying a netwaork of new transmission
or distribution lines at any tirme during the perod beginning on 19 April, 1993
and anding on 31% March, 2012,

¢}  Undertakes substantial renavation and modernization of existing network
of transmission ar distribution lines atany time during the pernod heginning
on 1* April, 2004 and ending on 31* March, 2012,

It is prapozed to amend the abave provision to extend the tarminal date for a
further pericd of one yaari.a, 31 March 2013

The definition of Market Value as given m the explanation provided under sub
saction 8 of 8014 is propased to be amended as follows:

Market Walus for the purpose of this section means;

fg] The price that such gaods or senigas would ordinarly fetch in the apsn
market; or

(M  Whera the transfer of goods is a specified domastic transaction as specified in
section S2BA | tha arm’s [ength price a5 defined in clause(ii] of saction 92F.
A praviso is proposed to be inserted in sub section 10 whershy the amount of
profit shall be determined having regard ta the arm's length price as defined in
clausa (if) of section S2F in case of a specifled domestic transaction refarred to
in section S2BA,
' Daduetion In respect of other incomes u/s. S0TTA (w.e.f AY. 2013-14]

A new section 80TTA is propesed to be inserted whereby a deduction up to
Hs 10000 wil be granted from interast eared by indivigual and H.LLF. from savings
bank account and past offics account. The interast on time deposit is not aligible
for such daduction.

GENERAL ANTI AVCIDANCE RULES (GAAR])

Sections 5 tc 102 {w.e.f. A.Y. 2013-14)

GAAR proposed to be introduced to curb vanous tax avoidance arrangements
and provide for declaring any arrangement as “impermissible avaldance
arrangement” if the main purpose of the arrangement is o obtamn tax benefit and
it satisfies prascrnbed conditions such as disprepertionate rights or abligations,

{15]
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any mistse or abuse of domestic tax prowisians, [ack of commercial substancea

or dene for nan-bonafide busingss purposas

» The main purpose of any arrangemeant would be presumad to ba sbtaining tax
banefit unless proved otherwise by the taxpayar,

» Anarrangement will be deemed 1o lack commercial substanaee ifits substance
{ mitect 18 inconsistent with its form, Ipvolves round trip finanging, an
accommodating party and elements that have the effect of cancelling sach
other and disguised transactons or asset location or transaction place or
resilence is only for abtaining tax treaty benelfit Factors like pariod of holding,
payment of taxes {drectly ur indirectly) and exit routa are not relevant 1o
determire cammercigl substance,

+ Wide powsts granted to Tax Authontes wien GAAR 15 invoked for an
“impermissible avoidance arrangemant” which include denial of tax treaty
benafits, disregarding or recharactensing steps or the tansactions of the
aceommodating party of cthat persans or reallocating ingome or expenditurg
ur revising the place of residenca of any party or situs of an asset in aty
transactions, leoking through corporate structure. racharaciensing equily or
debt nracerual of receipts or expenditure, sic

» Tha Tax Qfficer to make a refarenca to the CIT for invoking GAAR and make

| determination of a transactun as an imparmiss ble aveidance arrangement i
nbjections of taxpayer recanved and not construed as tenabla, the CIT to refer
the matter io an Approwing Panel post hearng the taxpayer in a tme bound

! mannar {8ix manths as stipulatad),

+ The Approving Panel to compnse of minkmum three officars of the rank of
COmmMIssIgners and above.

* The Approving Panel shal either declare an arrangement to be impermissible
of declare 1t not to be so after axaminng material and makwg further mquiry
as may ba required.

+ | the Approving Panel approves the imvocaton ol GAAR and holds the
arrangament as "impammissible avadancs arangernsnt”, then the Tax Officer to
detemnine the conseguences and pass final oroer after the approval of the CI1T.
Theraatter, the first 2ppeal againsi such arder shall lis direcily with the Tribunal.

+ Tha penad taken by tha proceadings befors the CIT and Approving Panel shall
e excluded fram the time limitation for campletian of aggessment,

ASSESSMENT PROCEDURE AND FILING OF RETURNS
Timne limit tor return - Proviso to section 13901) {w.e,{. A.Y, 2012-13)

It is proposad to ingert prowiso to sectian 138(1) whereby furnishing of return of

income w's 13918 madsa mandatery far evary residant having any assst (including

financial Interest in any entity) located cutside India The furnighing of return of

incoma by such a resident would De mandatory, irrespective of the fact whethar
| the resident tax payer hag taxable incame ar not
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Time it for submission of report-Expl. to section 139(1) (w.e.f A.Y. 2012-13}

[tis proposed that due date of furmishing of returm of income for e assessan
required ta furnish a report raferred to i section 92E {transfer prcing) would be 30
Mavember of that assessment year far all assesseas. This extended dats for
fumishing returtt was avalable only 10 companies up io assessment Year 2011-12

Assessment - Subsection 10 to section 143 {w.a.f. 1-7-2012}

" is proposed to amend the provisians of Income Tax Act to provide that
processing of return will not be necessary in a case where notice under section
143(2} {for scrutiny] bean issuad.

Assessment of Charitable trust - Proviso to Section 143(3) {w.ef. A,Y. 2008-10)
The 2* proviso of saction 2(15) provides that in case where the activity of any
trust orinstilstion is of the nature of advancemeant of any other object of gensral
public utility, and invelves carrying on of any activity in the nature of trade,
comrmarce of business but the aggregate value of raceipt from the commaearcial
activilies does not exceed Fs 25,00,000/- 1nthe previous year, then the purpose
of such institution shall be considersd as chatitable, and accordingly, the benefits
of examption shall e available to it

Thus, a chantable trust or institution pursuing advancement of abyect of ganeral
fubhe utility may be a chantable trustin one year and not a charjtable trust in another
yEar depending on the aggregate value of receipts from commercial activities.

't 15 proposed to amend section 143 so that such an organisation does not get
bansfit of tax exemption in the assessment In the year in which its recefpts from
commercial activities exceed the threshold hold limit whether or not the registration
or approval grankted or notificatian issued 15 canceted or withdrawn

Section 149- Time limit of Reopening {w.e.f. 1-7-20712}

The time limit for issue of notice for reapaning an assessmant on account of
Nceme escaping assessmentis maximum § years. A new proviss is insered to
prapose for reopening of an assessment upto 16 year in cases where the income
in relation to any asset (fneluding financial interest in any entity) located outside
India chargeable to tax has escaped assassmant,

The provisions of section 147 and 148 ars procadural in nature and will take
effect from 1% fuly, 201 2 for enabling reopening of procesding for and assessment
yaar commencing prior to this data. This 18 proposed to be clariied through an
Explanation stating that tha provisions of these sections, as amsnded, by the
Finance Act, 2012, shall alsa be applicabie for any assessment year beginning
o o befare the 1¥ day of April 2012,

Sectlons 153A and 153B - Time for completion of asseasments and
rgassesgments (w.ef. 1-7-2012)

it is proposed to extend the tme for completion of assessment ang reassessment
by amending sections 153 and 1538. The existing period and the new extended

il



pefiod for completion of pending prosegdings and subsequent procesdings as
propossd are as under,

LimHiation of time

Procesedings under Current time altowed Propesed
sectlon pariod
143(Soruting 21 months from the apd of the AY. | 24 months
143 and 92CA 33 monthe from the end of the ALY, | 36 moanths
(T ransfer Pricing)

148-FAgassassment 9 month frorm the end of tha F.Y. 12 months

in which notice 15suad
148 and 82CA 21 months from the and of the F.Y | 24 months

in which notice recaived
250 (G4T Appeals) or 254 |8 manths from the end of the F.Y, 12 months
(Appellale Trbunal) or 263 |in which order recsived
{Revision by Commissioner)

250 or 254 or 263 and 21 months from the end of the F.Y 24 months
8204 In which order received

TAX DEDUGCTION AT SOURCE (TDS)
Intereat on Securities — Section 193(v) {w.e.f. 1-07-2012)

The proposad amendment seeks to enhance non deduction limit of Bs, 2500 10
Rs.5000, in a cage of Debenture intorest

Payment to hon resident sportsmen or sports assoclations -~ Section 104E
{w.e.r 1-07-2012)

Thea proposed amendment seeks to add* ENTERTAINER" in this category and
saeks to enhance deduction rate fram 109% to 209

Feesg for prefessional gr technical seryices - Saction 1584, (w.e.f 1-07-2012)

The praposed amendment sesks to include any remunaration or fees or
commigsfon by whatever name called, other than those on which tax is deductibla
under saction 192, to 2 diractor of & company under this clause.

Payment of compensation — Section 184LA {w.e.i. 1-07-2012}

The propased amsndment seeks to enhance the limit of deduction from Rs. 11ac
ta Rs. 2 lac,

Payment on transfer of certaln immovable property other than agricultural
land — Sectipn 194LAA {w.e.f, 1-10-2012)

The proposed amendment seeks to insert a new provision for deduction of tax at

source from payment on transfar of certain immovable property othar than

aqricultural land.

- Transfersg is required to deduct 1% as TDS from the payment

- Beduction Limit is As. 50 lacs v case of property situated 1In a specified
area and FAs 20 Lacs in case of property situated in any othar area.
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- Stamp duty valuation be deemed 10 ba the consideration paid or payable if
the consideration siatad in the docurnent is lass than the stamp duty veluation
and the transferae 15 required to deduct the TDE on such stamp duty
valuation,

- Document registering authonty will not register the documant unlass
transtarae produces the prood of daduction and payrent theraof in a
presorbed form.

- Transtates is ot required (o obitain TAN

Inecome by way of Interest from_Indian Company engaged in cartain
business — Section 194LC (w.e.f 1-07-2012)

The propasad amendment seeks to Ingert a naw provision to deduct TDS @ 5%
from the payvment of Interast by a speciied company 10 8 non Resident not being
a company of a fureign company

No TDS in Certain cases — Sgotion 1974 (1€} {w.el. 1-07-2012)

The proposed amendment sagks to lower the aga limit for 18K from B5 years to
B0 years.

Conseguences of fallure to dedyct or pay — Section 201 {w.a.f. 1-07-2012)
W iz proposed to insert a new proviso to sub section 1 to provide that person
shahl not be deemed to be an aszesses in default i

- The deductes has furmshed his return of income s, 138

- has takan into aceount such sum for computing income and

- hag paid the tax due and

- Eumishes a certificate from a Chartered Accountant to this efect,
Howsver the 'nterest shall be payable fram the TDS deductible to the data of
furnishing of ratum by the deductes,

Time limit of 4 years is increased to 6 years Tor making an ordear for deeming a
porson fo be an assessee in default,

Muaning of “Pargon responsible for paving™ - Section 204 {(w.e.f, 1-07-2012)
ttis proposed o add, the drawing and disbursing officer or any other person, by
whatever name called, rasponsibie for crediting, or as the case may be, paying
such sum of the Gentral or State Government ta the list of “Person respons:bla
for paying™.

Coilection 8t Sourca — Section 208C (w.e.f. 1-07-2012)

itis proposed to add " Coal ar Lignite or lron ore" o TCS List and TCS will be @
1%,

It is proposed that the seller of butlion or jewallery bas to colfect 196 TGS from
the buyer in the sale consideration excaeds As. 2 lacs recewed in cash,
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it is proposed that the provision of advance payment of tax shall not apply ta a
regident individual who is of the age of sixty years or more and not having income
from “Profit and gains of business or professian’

Computation of Advance Tax - Section 209 {w.e.f. A.Y. 2012-13}

itis proposead that if TDS of TCS i not made then such TDS or TCS shall not be
considered for reducing the advance tax liabilty

Intarest on excess refund — Section 2340 (w.e.f. 1-06-2003)

It is proposed that Interest an excess refund s also leviable 1o an asgessmant
year commencing befora the 1 st day of June, 2003 1f the procesdings i respect
of such assessment year 1s completed after 01/08/2003.

g proposed tontroduce 8 new section far the levy of fees of Be 200¢- per day
fmaximura ypto the amount of TDS) Tar delay i late filing of TDS and TGS
retuims. This fes 1s to be paid befors filng TOS Retuins,

OTHER AMENDMENTS

Definition of Related pergon for the purpese of making an_application
befare Settlement Commission [w.e.l. 1-07-2012)

An applicatinn can ba fled before the Setlement Commissicn under the provisions
of sechion 2450 of the incama-lax Acl

Thea definifion of refated persan which is currently beingusedis " . the substantial
interest 15 found 1o exist, where a person holis mere than 20% shares or 20%
share in profits, at any time durfng the previous year”, [t 15 propasad to provids
that the substantial interest should exist ag on the date of the seargh i place
of at any tme during the previous year,

Fee for filing of applicationg bafore Authority for Advance Rulings (AAR)
{w.ef. 1-07-2012}

It is proposed to amend the provisions of section 2450 so as to provide for
increass in the fee far filing an application for advance ruling from As.2500 to
Rs. 10,000 or such fee as may be prescritad, whicheveris highar,

Appeal Ageinst Intimation after processing of TDS statement

{w.e.f. 1-07-2012)

It 1z proposed to provide that the intimation gensrated after precessing of TDS
statement shall be appealable under sechion 2464,

Appeai against the directions of the Dispute Resolutipn Panel {DRP} (w.e.f.
1-07-2012)

Under the provisions of sub-section (8} of section 144, the DRP has the power
ta canfirm, raduce or anhance the vanations proposed in the draft order The
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Income Tax Department does not have the nght to appeal againstthe directions
given by the DRP.

Itis \herefore proposed to amend the prowisions of section 253 and sectian 254
of the Income-tax Act ko prowide for fling of appeal by the Assessing Officer
aganst an order passed in pursuance of directians of the DRP in respect of an
objection filed on or after 15t July, 2012,

Completion of assessment ln search cases referred to DRP

ltis propoged to provide that in search cases referred to DRP, time it specfied
insection 1440 will apply, natwithstanding anythung in sactian 153E6.

s also proposed to provida that against such orders, the appeal shaM lie diractly
to ITAT .

Ameandment in Section 1154 {w.e.f. 1-07-2012)

A new sub-clause fiiaa) 15 proncsed 1o be added to clause (a) of sub-secuon 1

wheraky witerest reganed by non res:dentsfomsgn companies i respect of foreign
curransy lnans to specfied Irdian Compames s proposed to be taxed at special
rate of 5% The specified Indan Companies should be engaged in construchan
or dams, oparation of arrcrafts production of fertifizers, bullding ships, toll reads

porsincluding infand ports and ather such nlrastrociure projects

Amendment in Section 1158BA" [w.e.f. AY, 2013-14)

A new sub-clausa (o) 1s proposed to be added in sub-section 1 wherchy the
megme received or receivable by an entartaner whe 15 not an Indian Giizen and
15 a nen-rasident from his pertormance in India s proposad to be taxed & 20%.

The amegnrdment also seeks o ennance the rate of tax on cerfain Meame received
or receivahle by spartsman wha s not an Indian Citizen and is & non-resident as
well as sports assoaciations or institutlons who are non-rasident from 10% at
present o 20%

Amendment | Section 1158B0: (w.e.f A Y. 2013-14)

The amendmant seeks to extend concassional freattment of dividend received
by an Indian Company frominvestmants made in Fareign Campanies wherein it
holds at least 26% stake in equity capital, for one more year. Such dividsnd
income shall continue to be faxed & 15% tor A Y 201314,

Insartion of new Saction 115BRE: (w.ef A Y. 2013-14}

Thig new section seaks to tax cash credits, unaxplained investmeanis, unexplaned
axpenditura, ete. referred ta in sections 658 63, 694, 9B, 680 and 680 @ 30%

Amendment of Seation 115J8: {fw.e.f, A.Y. 2013-14)

Sub-seetian 215 amanded so that the certain companies aparating i insurance,
banking and genseration of elactricity to which specific Acts apgly have bagn
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allowed ho adopt bock profit as dapicted by the P & L Adc. prepared under the
raspechve Acts.

Clause {j) is insertad in Explanation 1 wheraby the hook profithas to be Increased
by the amaunt standing in revaluatian reserve relating to a revalued assetonits
retirement or dispasal if tha same 15 not credited to F & | Aje

Tha heading of the Chapter has been changed from "Limited Liability Partnerstips”
to "Persons other than a Company™

Substitution of Section 115JC: {w.e.f, A, Y. 2013-14}

The provisions of Aiternate Minmmum Tax as applicable to Limitad Liability
Partnarships from A Y. 2012-13 have besn extendad to cover all asssesses other
than Campanias The rate of AMT 13 18 5%. However, the applicability is subjsct
1o Section 1151EE.

Amendment in Sections 115J2, 115JE & 115JF: (w.e.f. A.Y. 2013-14}

This is a consequential amendment so as to apply the provisions of Chapter Xli-
BA to all the assessens exchuding Companias,

insertion of Sectlon 115JEE: (w.e.f. A.Y, 201314

This new section has been inserted in Chapter X11-BA to make it applicable to all
the assesseas other than Companies The provisiens of the Chapter have been
made applicable to all the assessees other than the Companies i the “adjusted
ictal income” defined in the Chapter axceeds As. 20,00 000/, However, incase
of Limited Liakility Partnerships the same shall centinue to he applicabla aven if
the “ad|usted total income” is balow the threshold of As. 20,00 000/-,

Tha above section will be applicable only to the person wha has availed the
deduction from income under Chapter VI-4 in respect of certain ingome and Sec.
10AA4,

Amendment of Sec. 1150: fw.e.f. 1-07-2012)

The amendment has been made so as to do away with cascading effect of
Dwvidend Distribution Tax (DT in case of multi-tier Corporate holding struchare
Amendment in Sec. 115U: {w.a.f, A.¥. 2013-14}

The amendmeant sesks 1o tax income received by an mvestor from vontura capital
company [veo)venture capital fund {vof) on accrual basis. The law as it stands
today used to tax the Income on recmpl basis giving ampls opporunity to investors
o delar income and tax therean for an uncertain period of Tme

Amendment in Sec. 115VG: (w.el. AY. 2013-14)

The amendment seaks to increase the presumptive rates at which shipping
companies are to be taxed hasad an the tonnage.
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PENALTIES

Penalty an undlsclosed Income found during the coursa of saargh jSection
271AAA and 271 AABR] {w.e.f. 1-07-2012}

Underthe existing pravisions of section 271A4&4 of the ncome-tax Act, no penalty
15 levied if the assessee admits the undisclosed income in & staterment under
sut-section {4) of section 132 racarded in the ¢aurse of saarch and specifies the
mannat inwhich such incoms has been derived and pays tha tax together with
interest, if any, in respect of such incoma  As a result, undisciosed income (for
the currant year in which saarch takes place of the previous year which has
ended hefore the search and for which return 18 not yat doe) Found during the
courss of search attracts a tax at the rate of 30% and he penalty is leviable In
order tn strengthen the penal provisions, it is proposed to provide that the
pravisions of section 27 1AAA will not be applicable for searches conducied on
or after 1st July, 2012. ltis also proposed to insert & new provision in the Act
(section 271AAB) for lavy of penalty in 3 case where sgarch has boen initiated
on or after st July, 2012, The new seciion provides that,-

{1} 1f undisclosed income is admitted during the caurse of sgarch, the taxpayer
will be liabbe for penalty at the rate of 10% of undisclesed income subject to the
tulfillment of certain conditions, {1 if undistlosed income is not admitted dunng
the course of search butdisclosed in the return of income filed after the search,
the taxpayer will be liable for penalty at the rate of 20% of undisclosed income
subject ta the fulfillment of certain canditions, (i) Ina case not covared under (i}
and {11} above, the taxpayer will be hable far penalty at the rate ranging frorn 30%
ta 80% of undisclosed income. These amandments will take elfect from the 15
day of July, 2012 and will, accordingly, 2pply to any search and seizure action
taken after this date.

Exvediating prosecution proceedings. [various sections]{w.e.f. 1-07-2012]

Chaptar XX|| of the Income-tax Act, 19681 detads punishakle offences and
prosecution far such offences. Prosecution under the direct tax laws 15 used as
a tool for detarrence and effective snforcemeant of laws.,

It 15 proposed o strengthen the prosecution mechanism (through new sections
2804, 2808, 280C and 28003 undar the Income-Tax Act by —

{1 Prowiching for constitution of 8pacial Courts far trial of offences. (N Applicatian
of summeans trial for offences under the Act 10 expediate prosecutian precasdings
as the procaduras In a summons tnad are simpler and loss time conauming. (m)
Prowviding for appointrent of public prasecutars.

The existing provisions of section 278C, 278CC, 277, 2¥7A and section 278 of
the: [ncome-tax Act provide that in & cass where the amount of tax, penalty or
interest which wolld have besn evaded by a parson exceeds ong hundred
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thousand reoeds, he shall be pumshable with ngorous impisenmeart far a term
which shalt not be lass than six months but which may extend to seven years
and with finge.

Inease the afmount which wautd have been evaded by 8 perscn doas not exceed
one hundred thousand repees, ha shall be punishabla with npomus Imprsonmet
far a term which shall not be less than thres menths but which may extend to
three years and with fing,

The threshold of ong hundred thousand rupess was infroduced in 1876 1t is
propased to be amendsd so that the revised threshald will be twenty-five hundred
thousand rupees,

Summons tnals apply to oitences wherg the maxmum term of imprisenment
does not excesd two years. it 15, therafere, proposed that where He amount
which would have been evadad doas not exceed twenty-five hundred thousand
rupess, the paraan shall be punishable with rigaraus imprisonment for a term
which shafl not be tess than three months but which may extand to two years
and with fine. These amendrments will take efiect fremthe 18t day of July, 2012

Penalty for delay in furnighing TDS and TCS return - u/s. 271H w.a.f. 1-07-
2012

A new saction is proposed to be inserted to levy panalty rangeng from Rs
10,0004 to R, 1,00,0004- lor furnishing incorrect infarmati o or delay in submissicn
of TS and TGS statemant aftar 1 year of the prescribed dué date.

[ SERVICETAX |
iy Rateof service tax (w.a,l, 1-03-2013)
a  The rate of service kax has been increased from 10 30% 10 12,28 %

b Conseguent to change in the rate of sennce tax, changes ara also
belng made in specific and compounding rates of tax for services in
redation to purchasa and sales of foreign currency, senvice of promation,
markating and crganizing lottary, works contract sendce, lifs insurance
service and transport of passenger by air,

{l) Introduction of negaflve list approach, (w.e.f, date to ba notified after
the Finance Bill receives the agsent of the Presldent.)
At present levy of service tax is as per tha selective approach. Now 1t has

bieen changed to comprehatsive appreach meaning thereby sanvice tax is
ievlable on all the sérvices sxcept sarvices ingluded in nagative list,

Taxation wil he baged on what is populany known as "Negative List of
Senices”
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Uncfer the present systern there are BE exempiion nothcattans. With the
introduction of negatwe [1st, the negd for exermption is reduced. Most of the
exemphians are covered in negative s, others, wharever necessary have
teen retained as axemptian, Mast of the exempticns are proposed to be
consolidated in a single mega exemplion 34 servicas are sought to be
covered under axamption given in Annexure B.

Declared Services

There are certain activities which are nat in the nature of services are now
declared as setvices and at present 8 such acitivities are declared as
services. The llst of which are given in Annexure C.

Definition of Service - Section 65B(44} (w.e.f. date to be notified aftor
the Finance Bitl receives the agsent of the Pragldant.)

For the tirst ime the defintion of service is given in the Finance Act 1994,
Sarvice' has bean defined in clause (44 of the naw section 5B and means—
any activity
for considaration
carned out by a parson for another
and includes a declarad senvica,

The said dedirition further provides that “Service’ deas nat includs -
any activity that constitutes only a transfer in title of {i} goods ar (i
immevable property by way of sals, gift or in any other manner
a transaction only in {iii) money or {Iv} actiohable claim
any service provided by an employee to an employar in the course of
the employment,
faes payable to a court or 2 fribunal set up under a law for the time
being in force

Thara are three explanatians appended to the definition of 'service’

Propnged Amendments in Finapce Act, 1994 (effective from enactment

gf Finance Bill)

Mew Section 674 is being insered to prasciibe the rate of service
tax, valise of taxabls service and rate of eéxchange shall be the same
rate as applicabla at the time when the taxable ssrvice has been
provided,

- Mew sechon 724 15 baing mssried to introduce provisions relating to
special audit in service tax law on tha fines of sactan 144 and section
1ahA of the Central Excise Act, 1944 meaning thereby spacial audit
can be ardered under sprecifiad circumsiances.

- Under sectien 73{1), the tma limit for issuance of nolics is increased
from 1 yearto 18 manihs,
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- Section B3.65.86 & 94(2) are being amended to make settlament
commissicn pravision, eyvision meghanism, filing of appeal before
commissioner of appeal, revenue appeal before the tribunal and
compeunding of effence applicable to service tax in ing with similar
provistan contained in Central Excise Act, 1944

- Mew reverse charge mechanism — As per amended section 858(2) reverss
meachanism scheme in ragpect of thiee ssrvices namely hinng of
means of transport, construction and man powes supply is proposed
which will ba notilled after the assent of the President and according
to the scheme thara will ba a partly charge on service provider and
partly o service receiver,

. inraspect of ranting of immovable property service, far those service

provider whi have not paid the service tax, the govermmant has decided

to waive the pehalty In this category provided the tax payer pay the
tax in full alongwith the intarast This waver schema is applicabta for
six months from the date of enactment of Finance Bill.

(V) Exemption {etfective from the data of enactment of the Financs Bill
2012)
Retrospective examption have been granted incase of
i. repairof road service (extandad for the periad 16-8-2005 to 26-7-2000)
I I, management, maintanance or repait services in ralation o non
cammmercial government buillding, {w.e.f. 16-8-2005)
ifi. dyeing unit in relation to commaon effluant treatment plant. (w.e . 16-6-
2005}
{¥l) Major Amandments in Cenvat Credit Rules
1. Bule 5is being raplaced with a new rule to simply the procedura Tor
rafund of enutilized cradit on account of export.

2. Creditis baing allowead on certain motor vehicle. Credit for tax paid on
supply of such vehicle on remt, insuranese and repairs shall also be
dilowead

3. Cradt of nsurance and service statipn service 15 also allowed o
insurance company and manufacturar of motor vehicla,

4, Credit on input ar capital goods can now be availed whenevar the
qoods are delivered 1o sérvice provider insiead of goods are brooght
b the: premises of the service provider

5 Hule 8111{e) 1= baing amended to allpw avallment of credit on the: tax
payment challan in cesa of payment of sanvica tax by the service
recelver on roversa charga basis.

6  The raie for cenval reversal far exernpt serviges has been revised
froam 5% to 6%,




{¥H) Major Amengments In Service Tax Rulps
1 The time period for issuance of invoice is being increass from 14 days
to 30 days. For Banks and Financial Institution the perod shall be 45
| days instead of 30 days.
2. RuleB4AYis being ameanded to alfow unlimited amount of perrmissible
adjustmeni. {at prezent there 1s upper mit of Rs. 2 Lac)
3. At present in case of export &, indwviduals and firms rendeting B
specified services, the liability to payment of sorvice fax 1s shifted
: from point of taxation to sarvice ta rukes. And naw the option of defer
paymant 15 allowed to individualg and firm upta a turnover of taxabls
sarvices of As 5lacs subject to condition that the turnaver of taxabie
SEMICES In A previaus year was below Bs 5D Lacs
4, Aceommon slirmplified ragistration format and a new simplified 1 page
comman raturn with Central Excise is baing introduced for public
comment,

5  The tay payment is proposed 1o be ravised as follows.

8 Assesseas who paidtax of As. 25 lakh ormore in previous yeat
and new assasses other than mdividuals and firms: Monthly,

b Others: Quarterly
{(VIl}) Point of Taxat/ion Rulas
There are minor changes in point of taxation rules regarding definttion of
continuaus supply of sérvice, date of payment and incase of advance upio
| Hs. 1000 received in excess of amount of invoice
I (IX) Gt Changes
1. Thereg ars also changes in valuatian rules for works contract as well
as changes in rates of abatment in cartain sarvices

ANNEXURE A : LIST OF SERVICES INCLUDED IN NEGATIVE LIST

{1) senvices by Government or a local authonty excluding the following services
o ther extent they ara not covered elsawheare—

' () services by the Department of Posts by way of speed post, axpress
i parcel post, life insurance and agency sarvices provided 1o & person
: cther than Goverament,

* (] services in relation to an aircraft or a vessel, inside ar culside the

precincts of  port or an airport;
{ify transport of goods o passengers: or

(v support senvicas, ather than senvces covered under clauses { /i to (i)
above, pravided {0 business entiies,

2y  servicas by the Heserve Bank of [ndia;
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{3
(4)

(3]
{5}

8
(9)

18)
{11)

(12}

(13)
{14)

sarvices by a foreign diplomatic mission located in India:
senvices relating to agrcuiturg by way of—

(il agriculiural oparations directly related to production of any agricultural
Praduce including Culbivation, harvesting, threshing, plant protection
or saed testing;

() supply of farm labaur;

(i} processes carriedoutatan agricultural farm including tending, pruning,
cutting, harvasting, drying, cleaning. tnmrming, sun drying, fumigating,
curing, sorting, grading, coaling or bulk packaging and such like
operations which da not alter tha essantial characterstics of agricultural
produce but make it only marketabls for the primary market:

v} renting or leasing of agro machinery or vacant land with ar without a
structre incidental to itg usa;

fv}  loading, urloading, packing, storage or warehousing of agricultural
produca;

fvil  agricultural sxtension Sarvices;

{wi) services by any Agricultural Praduca Marksting Committas or Roard
Or services provided by a commission agent for sale or purchass of
agncultural producs;

trading of goods;
any pro¢ass amounting ta marufacture or production of goods:

sefling of space or time slots far auverisemsnats other than agvertigements
breadeast by radio ar telavision;

service by way of access ta a road ar a bridge on payment of toli charges:
betting, gambling or |ottary;
admission to antertainment events ar access o amuserent facilitios;

transmission or distribution of electricity by an alectriclty transmission or
distribution LHility;

services by way of—

{  pre-schoal aducation and education up to higher sevondary school o7
equivalent:

fiff  education as g part of & curticulym for obtalning a qualification
fecogrisad by any law for tha time being in force;

fi)  education as g part of an approved vocational education course;
senvices by way of renting of resldentlal dwelling for yse as residance,;
services by way of —




(15)

(16}

{17}

——

(i}  extanding deposits, inans or advancas in o far as the censidaration
15 represented by way af interest or discaunt;

fili  Inter se sale or purchase of foreign currency amongst banks or
authorlsed dealers of foreign exchange or armongst banks and such
dealers;

service of transportation of passengers, with or without accompanied
helongings, by—
{fy astage cardage,
{iiy  railways in a class othar than—
[AY  firstclass, or
(B} anai-conditfaned caach,
(ily  metre. monarail or tramway:
(vl Inland waterways,

fv]l publle transport, other than predominantly for tourism purpose, in a
vessel of less than fittean tonna net; and

{viy metered cabs, radio taxis or aulo rickshaws;
services by way of transperation of gosds—
{il by road excopt the services of—

(&) agoodstransportation agancy; or

{B) acounsragency,;

fiy hyanaireraft or a vessel from a place outside india to the first custorms
station oflanding in India; or

fiiy byinland waterways;
tuneral, bural, cramatonum or meduary seryices including transportation
of the deceased,

ANNEXURE B : SERVICES INCLUDED IN EXEMPTICN LIST

i

z

Services provided to the United Mations or a specified international
organlzation;

Health ¢are services by a clinlcal establishment, an autharised medical
practitiones or para-medics;

Servicas by a vatenihary elinic in relatlon to heaith care of animals or birds,
Services by an entity registered under section 12A4 of tha Income tax Act,
1961 (43 of 1861) by way of chantable artivites:

Servicas by a parson by way of —

{a) renting of precinets of a religious place maant for general public: o

{b} conduct of any religlous ceremary,
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11

12,

Services provided to any person other than a business entity by~
{a) an individual as an advecate: or
{b) & person reprasentad on and as arbltral tnbunals;

Sarvices by way of technical testing or analysis of newly developed drugs,
including vacomnes and herbal remediss, on hurnan parbcipants by & clinical
resparch organisation approved to conduct clincal thals by the Drug Tontroler
General of India:

Services by way of training or coaching in recreational activities relating to
arts, culture or gports;

Services provided -

[&]  io an educatienal institution by way of cataring under any centrally
assisted mud — day meals schame sponsored by Government;

(bl b or by an institution in ralation K educations! senvicas, whare the
gducational services are exempt from the levy of senvica tax, by way
of transportation of students or staff;

o) to or by an instiution in relation 1o edicatiznal services, whare the
educational services are exampt fram the levy of sarvice tax, by way
af services in relation to admisslon 9 such aducatian,

Sernices pravided 1o a regognisad sports body hy:-

far  anndividual as a player, referee, umpire, coach or manager for
participabon in & tournament or championship organized by a
recognized sparts body,

(M another recogmised sports body,
Seraces by way of sponsorship of tournarmsnits ar champanships srganized:-

fa} by s natfonal sports fedsration, or its atfilated fedarations. wheta the
participating taams o Individuals rapresent any district, state or zone;

{t} by Association of indian Univarsities, Inter-University Sports Board,
School Games Federation of india, Al india Sports Counail for the
Deal, Paralympic Committes of lndia, Special Olyrnpics Bharat;

fc] by Central Civil Servizes Cuitural and Sporls Board;
{dy  as part of national games, by ndian Qlympic Association; or
fel under Panchayat Yuva Kreada Aur Khel Abhiyaan (FYKIA) Schema;

Services grovided to the Ghvarmment or local autharity by way of arection,
cangtruction, maintenance, repalr, aleration, renovation or restoration of —

(&) acwvil structure or any othier onginal warks meant predoeminantly for a
non-industnal or nan-commerzial uge:
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fb) =& historical monument, archesological site or remaing of national
importance, archasological excavahon, ar antiquity specified undar
Anciant Monurments and Archaeclogical Sites and Remans Act, 1958
{24 of 1958);

(e} & structure meant predorninantly for use as f1) an educational, (i) a
clirttcal, or {ilf} an art or cultural sstabhishment;

[eh  canal, dam ar other Imigation works;

{e} pipelng, conduit or ptant far (i drinking water supply {i) water traatment
{iiiysewerage treatment or dispasal; or

Ty aresidential complex predominantly meant for zelf-use or the use of
their employees or other parsons speciifed in the Explanation 1 to
clause 44 of sechion 65 B of the said Finance Act;

13, Bervicas provided by way of erection, construction, mainienanca, repair,
alieration, rencvation or restaration of -

(@) road, bridge, tunnel, or terrninal for road transpontation for use by ganeral
puiic: .

{b} buiiding owned by an entity registerer undar section 12 AA of the
Incorns tax Act, 1961(43 of 1961) and meant predaminantly for religious
usa by genaral public,

() polution sontrol or effiuent ireatment plant, except located as a part
of a factory. or

{t) elecidc cramatoriunt;

14, Services by way of erection or constructon of orginal works pertaining to-
{ay mirport, port or railways;

(B} single resdentlal unit otherwise as a part of a residential complex;

{c)  low-cost houses up to a carpet area of 67 square metras per house in
a housing project approved by competent autharity smpowersd undar
the 'Schemes of Affordabie Housing n Partnership’ framed by the Ministry
of Houzing and Urban FPoverly Alleviation, Governimant of India;

(Y  post- harvest storage infrastructure for agricultural produce incliding
a cold storages for such purposes; or

{8} mechanised {foad grain handiing system, machinarny ar equipmaent far
units processing agnoultural producs as food stuff excluding atcohohs
beveragas,

15, Temporaty ttanster or parmitting the use or enjoymeant af 2 copynght covered
under tlause (a) or (b} of sub-gection (1) of section 13 of the indian Copynght
Act, 1857 (14 of 1957, relating to onginal literary, dramabe. musical, amistic
works or cinamatograph filems,

16, Services by a perfarming artist in folk or classical art forms of () music, or
{1} dance, or (ifr) theatre, excluding services prowded by such artist as a
brand arnbassadar;

e e
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18.

19

21.

Setvices by way of collesting or prowiding news by an independent journalist,
Press Trust of India or United Mews of India;

Sefvicas by way of renting of a hoted, inn, guest house, elub, campsits or
other commercial places meait far residential or lodging purposss, having
dactared tarift of a room balow one thousand rupees par day or equivalent;

Services provided in refation 1o serving of food or beverages by a restaurant,
eating joint or a mess, othar than those having the facility of air-conditioning
or cartral air-haating in any part of the establishrnant, at any time during
the year, and which has a licence to seive aicoholic beverages,

Sarvices by way of ransportation by rail o a vessal irom one port i lndia
to another of the fallowing goods:-

{a)  petrolewn and petroleum products {alling under Chaptsr heading 2710
and 2711 of the First Schedule fo tha Cantral Excise Tanf Act, 1985
{5of 1888);

(b  refef materials meant for victims of natwral or man-made dizasters,
calamities, acoidents or mishap;

¢} dsfence or military equipments;

oy postal mail, mait bags or hougehold effects;

(&) newspaper or magazings registarad with Registrar of Newspapers;
M) railway aguipments or materiats:

fat  agricultural produce,

(hy  foodstufi including flours, tea, colfea, jaggery, sugar, miik products,
salt and sdlble vil, excluding alcoholic bevarages; or

il chemical fertilizer and oflcakes:

Services provided by a goods transpon agency by way of transportation
of —

{a) fruits, vegetabies, eggs, milk, food grains or puises in 2 goods carmags;

(@) goods where gross amount charged on a consighment transported in
& single goods carrage doss not oxcesd ona thousand five hundrad
rupees; or

{c} goods, where gross amount chargsd for transpotiation of all such goods
for a single consignee In the goods caniage does not excsed upees
seven hundred fifty,

Services by way of ghving on hire:-

{a) o astats ransportundertaking, a motor vahicle mesant (o cairy more
than twelve pagsengers; or

{b) toa goods transport agency, a means of transporation of goods;
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25.

Transport of passengers, with or without accampanied belohgings, by:-

@) ar, amvarking ar terminating in an girport |pcated in the state of
Arunachal Pradesh. Assam, Manipur, Meghalaya, Mizoram, Nagaland,
Sikkirn, of Tripura ar at Baghdagra located iy West Bengal; or

{b} & contract carage for the transportation of passengers, axcluding
tounsm, conductad tour, charter ar hire;

Services by way of mator vehicle parking to general public excluding leasing
of Epace to an antity for providing such parking facility:

Servicas provided 1o the Govarnment or a lacal authority by way of.-

{a} repair of a ship, boat or vezsal:

bl effluents and sewerage traatment:

() waste colisction or disposal;

{ch storage, treatment or testing of water for drinking purposes; or

{s) transport of water by pipsline or conduit for drinking purppses;
Services of general insurance business provided under fallowing schemes:—
fa} Hutlnsurance Schame:

(o) Cattie Insurance under Swamajaynti Gram Swarczgar Ya)na {sadier
known as Integrated Rural Revelopment Programme):

{c) Scheme for Insurance of Tribals:

fd) Janata Personal Accident Policy and Gramin Accldent Policy;
{&) Group Personal Acgident Fuolicy for Seli-Employed Woman;
{f)  Agricultural Fumpset and Fated Waell Insy rance;

i9) premia collscted on export creditinsurance:;

t") Weather Based Crop Insurance Schemes or the Modified National
Agricultural insuranca Scheme, approved by the Government of Indla
and imptemented by the Minstry of Agricutture;

i  Jan Arogya Bima Pollcy;

{it Mational Agricuttural Insurance Scheme {Rashtriya Krishi Bima Yojana);
{k}  Pilot Scheme on Seed Crop Insurance:

i) Centraf Sector Schems on Catlia Insurancs:

{m) Universal Health Insurance Scheme:

{n} Rashtiiya Swasthya Blma Yojana; or

{¢  Coconut Palm Insurance Scheme,

Services provided by an incubatee up to a tatal business wumover of fifty
lakh rupees m a financial year subjact to the fallowing conditions, namaly:-
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3.

(o}

the total business wwrnover had not exceeded Tifty lakh rupess dunn-g
the preceding financial year; and

a period of thresa yaars has not lapsed from the date of entering into an
agresment a5 an mcubatea;

Sarvice by an unincorporated body ar an entity registared as a society to
own mambars by way of reimbursement of charges or shera of contribution.—

Y
(b)
(e}

as 4 trade Lhnion;
for the provision of axempt services by the entity ta third persans; or

up to an amaunt of five thousand wpees per month per member for
sourcing of goods or sarvices from a third person for the cormmaon use
of Its members [n & housing society of a residential complex;

Seruces by the following persons in respactive capacitias.—

fa)
{b)
{c}

{d)
(&)
{i}

a sutrbrokar or an authorlzed parson to a stock broker;

&n authorisad person to a mamber of 2 commodity exchangs;

a rruiuat fund agent or distibutor to mutual fund or asset management
cormpany for distribution or marketing of mutual fund,

a selling or marketing agent of lottery bckets to a distributer ar a selling
agant,

a sefling agsnt or a distribvter of 5 cards or rechange coupon
valichets, or

& businass faciiMator or a business corregpondant to & banking
CoIMPany or an insurance company in & rural arsa;

Carmying ot an intemadiate production process 23 job work in relabon bo—

{a)
)

{c)

agticultura, pninting or textiie processing;

cut and polished diamonds and gemstanes: or plain and studded
jewehary of gold and other pracious metals, falling undar Chapter 71
of the Central Excisa Tanff Act 1985 (5 of 1986);

any goods on which appropriate duty is payabla by the prncipal
manufacturer; or

processes of alectroplating, zing plating, ancdizing, heat traatmaent,
powder coating, pawting including spray painting or aute Dlack, during
the courge of manufactura of parts of cycles or sewing machines upto
an agaragate valua of taxable saivice of the specihed processes of
ona hundrad and fifty lakh rupass In a financial year subject 1o e
sondiign that such aggragate valus had not éxcsadad one hundred
and fifty lakh rupeeas during the praceding fmancial year,

Services by an organiser 1o any psrsen in respect of a busingss axhiubition
teld outside intha;
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Services by way of making talephone calls from.—

{8) departmentally run public telephones:

by  guarantead public telaphonas tperating only for local calls; or

(c)  ireetaiephons ataiportand hos pitals where no bills are being issued;
Services by way of slaughtering of bovine animals:

Services raceived from a servics provider focated in a non- taxabla territory
by

.{a} the Govermment, a local authority or an individual In relation to any

Purpose other than industry, business or CoMmmare: or

(b}  an entity registered under section 1244 of the Incoma tax Act, 1961
(43 of 1861} for the purposes of providing charitable activities.

ANNEXURE C : LIST OF DECLARED SERVICES

ranting of immovablg property;

construction of a complex, building, civit structura or a part thereof, Inciuding
& complex or building intended for sale to a buyer, whaolly or partly, except
whera the entire censideration is received aftar issuance of certificata of
compstion by & compstant authority,

temporary transfer or permitting the use or enjoyment of any intallectual
property rlght;

development, design, programming, customization, adaptation, up gradation,
anhancement, implementation of infarmation techinclagy software;

agreeing to the obligation to refrain from an act, or {0 tolsrata an actora
situation, or to do an act,

transfar of goods by way of hiring, teasing, licensing or any such mannar
without transfer of night to use such goods;

aclivities in relation to dellvery of goods on hire purchase or any systemn of
payment by Instalments;

sarvice portion in axscution of a waorks cortract;

service portion in an activity whersin goods, being food or any other article
of human consumption or any drink {whather ar not intoxicating) is supplied
I any mannar as part of the activity,
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PROPOSALS INVOLYVING CHANGES iN RATES OF DUTY

1)  Thaeflective rate of exeise duty of 10% on non-petroleum products is being
increasad to 12% with a few sxgeptions whare exsmptions/concessions
hava baen givean.

2 Concesslonal rate of excise duty of 5% on non-petrolsurn products is being
incraasad i 6%,

& Thelower rata of 136 on non-patroleum prodocts is being increased to 23%.
However, pracious metal jawellery, coal and fertilizers would remain at 1%.

PRECIQUS METALS:

1) At present, branded jewellery of pracicus metals attracts excise duty of
1%. Tha scopaof the levy is extandad o include unbranded jewellery within
iis ambit Howaver, the duty on such unkrardsd lewallery would De charged
on 303 of trahsaction value daclarad in the inveice

2] Unbranded silver jewellary is already axempt. Branded silver jewaliery is
eing exempled from excisa duty,

& Exvise duty on gold jewellery sold from EQUs into domestic tanft area
[DTA) 18 being increased from 5% fo 109,

4) Excize duly on refined gold s being incraasad from 1.5% to 3%,

5 Excise duty on go'd produced from coppar srmslting is baing increasad from
2% to 3%,

8]  Ewcise duty on silver produced from capper smelting is being reduced from
B3 1o 49,

7} Full examption from excise duty is being provided on adicles of goldsmith
and silyersrmith wares of precious metals or of metals coated with precious
matals, not bearing 8 brand name.

B Gold ceins of purlty 99.5% and above and silver ceins of purity 89 9% and
above are baing fully exempted from excisa duty,

OTHERS:

11 Ful exempiioh from excige duty is being pravided to food preparations
containing fruits and vegetables falling under Chagter 20, which arg prepared
in a hotet, rastaurant or a retad outlet, whethar or not such food is consurmed
in such hatesirestaurants/ratall outlats,

’ 2 Excise duly on parts of mobile phonss, other than those cleared to a

, manufaciurer of mobile phonas, is being reduced Irom 1096 10 2%, provided

no Canvat credit is taken

I %  Excise duty is baing reduced from 10% to 6% on
(3} Matches manutactured by semi-mechanized units
i) Processed food products of sova

4} Exempfion from excise duty 1s being restored on intra ocular lens
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