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Comments of author are bue fonts.
Applicability date of budget proposals aredml fonts.

|. Taxation :

1.

Income Tax rates are not changed but surchargdmnosa all categories of tax
payers is increased from 10% of income tax to 12dame tax. [Not to worry
situation for most of the tax payers as surchasgplicable to so called super rich
persons only. e.g., individuals with taxable ineoexceeding Rs. 1 croreffrpm

A. Y. 2016-17]

. Hitherto “charitable purpose” didn’t contain withits purview activity in the

nature of trade, commerce or business, or anyigct¥ rendering any service in
relation to any trade, commerce or business, faress or fee or any other
consideration, “irrespective of the nature of us@jgplication, or retention, of the
income” from such activity, if receipts from suchtigities exceeds twenty five
lakh rupees in the previous yedfrom A. Y. 2016-17it will include any activity
of rendering any service in relation to any tractanmerce or business, for a cess
or fee or any other consideration, “irrespectiveha nature of use or application,
or retention, of the income” from such activitysiich activity is undertaken in the
course of actual carrying out of such advancemeéming other object of general
public utility “AND” the aggregate receipts from@uactivity or activities, during
the previous year, do not exceed twenty percetttetotal receipts, of the trust or
institution undertaking such activity or activitjder the previous year .

. Activity of YOGA is recognized as activity withilné meaning of term charitable

purposerom A.Y. 2016-17.

. Wealth-tax which was introduced in 1957 is aboldtdth effect fromA. Y. 2016-

17.

. Sukanya Samriddhi Account scheme is declared as (EEmpt-exempt-exempt)

method of taxation. So, (1) The investments madiéenScheme will be eligible
for deduction under section 80C of the Act., (2 Titerest accruing on deposits in
such account will be exempt from income tax. andTBe withdrawal from the
said scheme in accordance with the rules of thé sesieme will be exempt from
tax by introduction of new clause (11A) under s&ttiO of the Income Tax Act,
1961 with effect fromA. Y. 2015-16.

. Section 80D deduction limit for medi-claim premiusnrevised from — (1) Earlier

Rs. 15,000/- to Rs. 25,000/- and (2) for seniozeits from Rs. 20,000/- to Rs.
30,000/-. Furtherfor very senior citizen (with age of 80 years or morg who

are normally not covered by such medical insuraotemes, it is also proposed to
provide that any payment made on accounmnoédical expenditure in respect of

a very senior citizen, “ifho payment has been made to keep in force an inseiranc
on the health of such person, as does not excesy tfousand rupees shall be
allowed as deduction under section 80D. The agtgedduction available to any
individual in respect of health insurance premiund dhe medical expenditure
incurred would however can’'t exceed Rs. 30,000ih[ effect fromA. Y. 2016-
17.]




Page 3 of 10

7. Deduction under section 80DDB (for expenditure ti@atment of certain serious
diseases) is revised as under. Further, requirefioengetting certificate from
specialist working in &overnment hospital is dispensed with, so frof Y.
2016-17 assessee will be required to obtain a prescrigtiom a specialist doctor
(not necessarily working witkbovernment hospital) for the purpose of availing
this deduction.

Category of Taxpayer Deduction tilll Deduction from

AY.2015-16 | AY.2016-17

Very Senion Citizen | upto 60,000/- | upto 80,000/-
(80 years and above

Senion Citizen upto 60,000/- | upto 60,000/-
(60 years and above
Other Individuals upto 40,000/-| upto 40,000/-

. Raised the limit of deduction under section 80D 880U for persons with
disability from Rs. 50,000/- to Rs. 75,000/- and persons with severe disability
from Rs. 1,00,000/- to Rs. 1,25,000/- in view of tising cost of medical care and
special needs of a disabled person. [With effeshfA. Y. 2016-17]

9. Limit of deduction under section 80CCC (Annuity ilds increased from Rs.
1,00,000/- to Rs. 1,50,000/-. [With effect frgfn Y. 2016-17]

10. Separate limi{Additional) is specified for deduction under section 80CCIRef
50,000/- by insertion of section (1B)Overall limit of Rs. 1,50,000/- specified
under section 80CCE is not applicable to this nendgrted section 80CCD(1B) as
it covers only Section 80C, Section 80CCC and 8e@DCCD(1).

11.In previous budget (Year 2014), requirement forubdidn of tax at source (TDS)
was introduced by section 194DA @2% when paymerdravious year exceeds
Rs. 1,00,000/-. To save the people from genuindshdp, provisions of section
197A is amended by which self-declaration in Forno.1$G/15H for non-
deduction of tax at source can be submitted bythiey holder. JVith effect from
1°' June, 2015.

12.Under Section 80G (Donations and Contributions éaain funds), some new
funds are added in eligible fund list. Like, Na@brFund for Control of Drug
Abuse, Swachh Bharat Kosh (donations madeay donor) and Clean Ganga
Fund (donations made liomestic donors).[National Fund for Control of Drug
Abuse w.e.f. A.Y. 2016-17 and other two funds w.A.f. 2015-16].

13.Form No. 10 which is required to be submitted by ttust to avail exemption of
income (for accumulation or setting apart unutdizemcome), will have to be
submittedbefore the due date of filing return of income spefied under section
139 of the Act.[With effect fromA. Y. 2016-17]

14.With effect from 1st June, 2015TDS will be made from of payments to
transporters alsexcept of those transportersvho furnish a declaration that he or
she is in the business of transport i.e. plyingngior leasing goods carriaged
who is eligible to compute income as per the plions of section 44AE of the Act
(i.e a person who is not owning more than 10 ga@agsage at any time during the
previous year) along with his PAN.

15. Hitherto, Tax Deduction at Source was to be mad#efest exceeded Rs. 10,000/-
threshold (branch-wise). Nowadays, core bankirgtism (CBS) is implemented
by nearly all the big financing entities. So, hdod#, computation of interest
income for the purposes of deduction of tax uneéetisn 194A of the Act should
be made with reference to the income credited @ Ipathebanking company or
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the co-operative bank or the public companyand not branch-wiseyhich has
adopted core banking solutionsVifh effect from #'June, 2015.]

.Hitherto, Form No. 15CA and 15CB were required @oshibmitted only in respect
of remittances which the remitter declared as teexdiut with effect froniLst June,
2015, section 195(6) will be amended by which the penssponsible for paying
to a non-resident, (not being a company), or tom®i§n company, any sum,
whether or_not chargeable under the provisions of this Act, sliathish the
information relating to payment of such sum, infsmm and manner, as may be
prescribed. Further, it is proposed to insert a pegvision in the Act to provide
that in case of non-furnishing of information orrfishing of incorrect information
under sub-section (6) of section 195(6) of the Acpenalty of one lakh rupees
shall be levied.

.Form No. 15G/H submission mechanism is also magdicaple to transactions
covering withdrawal from Employees Provident Fumdiobe continuous service of
five years (other than the cases of terminationtdu# health, closure of business,
etc.) and does not opt for transfer of accumulét@idnce to new employer. It is
also proposed to provide a threshold of payme®Rf30,000/- for applicability of
this proposed provisionWith effect from ' June, 2015.]

18.Section 32(1)(iia) of Income Tax Act, 1961, whiclioyides for additional
depreciation of 20% is amended to provide thabtlance 50%i.e., 50% of 20%)
of the additional depreciation on new plant or niaety acquired and used for less
than 180 days which has not been allowed in the gfeacquisition and installation
of such plant or machinery, shall be allowed in thenediately succeeding
previous yearfApplicable from A.Y. 2016-17]

19. Section 6 of Income Tax Act, 1961 is proposed t@aimended in such a manner so
that no company can easily avoid becoming a resiogrsimply holding a board
meeting outside India. So, it is proposed to ptevihat company shall be said to
be resident in India in any previous year, if-i(ils an Indian company; or (ii) its
place of effective management, at any time in yleatr, is in India. Further, it is
proposed to define the place of effective managénmemean a place where key
management and commercial decisions that are reegefs the conduct of the
business of an entity as a whole are, in substarae. [With effect fromA. Y.
2016-11.

20.1t is proposed to amend section 288 of the Actravigle that an auditor who is not
eligible to be appointed as auditor of a companypas the provisions of sub-
section (3) of section 141 of the Companies Actl®8hall not be eligible for
carrying out any audit or furnishing of any repecettificate under any provisions
of the Income Tax Act in respect of that compang.Sinilar lines, ineligibility for
carrying out any audit or furnishing of any repecettificate under any provisions
of the Income Tax Act in respect of non-companglgo proposed to be provided.
However, it is proposed to provide that the indligly for carrying out any audit
or furnishing of any report/certificate in respeftan assessee shalbt make an
accountant ineligible for attending income-tax @eding referred to in sub-section
(1) of section 288 of the Acas authorised representativeon behalf of that
assessee. It is further proposed to provide tleapénson convicted by a court of an
offence involving fraud shall not be eligible ta as authorised representative for a
period of 10 years from the date of such convictjgkiith effect from £' June,
2015.]

21.Some courts have held that penalty under sectiaumsel (c) of sub-section (1) of
section 271 cannot be levied in cases where theeadbment of income occurs
under the income computed under general proviaodsthetax is paid under the
provisions of section 115JB or 115JC of the AciTax paid under the provisions
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of section 115JB or 115JC over and above the &bility arising under general
provisions is available as credit for set off agairfuture tax liability.
Understatement of income and the tax liability éoer under general provisions
results in larger amount of such credit becomirgjlabsle to the assessee for set off
in future years. Therefore, where concealment ocbnme, as computed under the
general provisions, has taken place, penalty uoldeise (c) of sub-section (1) of
section 271 should be leviable even if the taxilitgbof the assessee for the year
has been determined under provisions of sectionlBl&r 115JC of the Act.
Accordingly, it is proposed to amend section 27doadingly. [With effect fromA.
Y. 2016-117.
.Education Cess and Secondary & Higher Educatiors Gasable on excisable
goods are being fully exempted. Simultaneously,staamdard ad valorem rate of
duty of excise (i.e. CENVAT) is being increasednfird2% to 12.5%. Education
Cess and Secondary & Higher Education Cess leviabl@xcisable goods are
being subsumed in Basic Excise dyiyill come into effect immediately).
23.LEDs and Electronic vehicles are given certainrgaxations under customs and
excise duties. Further clean energy cess (levieccaal, lignite and peat) is
increased.All these matters signal the intention of governtmém curb the
consumption of electricity generated with coal aisdge of fossil fuels, so that in
long term, country can be made less polluted a$ agetleficit on current account
can be controlled which is mostly represented hymEnt towards petroleum.
24.Full exemption from excise duty is being extended captively consumed
intermediate compound coming into existence durithg manufacture of
Agarbattis.
25.Effective increase in Service Tax rate will be froemisting rate of 12.36%
(inclusive of cesses) to 14%. The ‘Education Cessl ‘Secondary and Higher
Education Cess’ shall be subsumed in the revisexlabhService TaxThe new
Service Tax rate of 14% shall come into effect frandate to be notified by the
Central Government after the enactment of the Fe@dill, 2015.Let us check the
effect of this increase. Refer to the followingl&a
Services Expenses| Current | Proposed | Increase in Bill
(Rs.) Service | Service (Rs.)
Tax @ |Tax @
12.36% | 14% (Rs.)
(Rs.)
Restaurant Bill 1,000 49.44 56.00 6.56
Telephone Bill 1,000 123.60 140.00 16.40
Hotel Bill 1,500 111.24 126.00 14.76

26.Be ready for further increase in service tax infthven of Swachh Bharat Cess at a
rate of2% of the value of such taxable serviceat a rate of 2% of the value of
such taxable services with the objective of finagand promoting Swachh Bharat
initiatives. Central Government is being empoweie@dmpose a Swachh Bharat
Cess omall or any of the taxable services. So, at that time, ratseo¥ice tax will
be 16%.[Applicable from a date to be notified by the CahtBovernment]

27.Certain entries from negative list of service ta& amitted now which includes
admission to amusement facility, admission to e¢ait@ment events etclhese
proposed changes shall come into effect from a wate notified by the Central
Government after the enactment of the Finance Hill5.

28.All services provided by the Government or locathauty to a business entity,
exceptthe services that are specifically exempted, oeced by any other entry in
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the Negative List, shall be liable to Service Texn a date to be notified by the
Central Government after the enactment of the fEadill, 2015.

29.Hitherto, the term “government” has not been defimethe Act or the notification.

This has given rise to interpretational issuesaddress such issues, a definition of
the term “government” is being incorporated in Aat. “Government” means the
Departments of the Central Government, a State Bowent and its Departments
and a Union territory and its Departments, butlsiatl include any entity, whether
created by a statute or otherwise, the accountéhatfh are not required to be kept
in accordance with article 150 of the Constitutbwrihe rules made there under.

30.Section 80 that provided for waiver of penalty pesified situations, is being

omitted.

31.At present, service tax is payable on 30% of tHeevaf rail transport for goods

and passengers, 25% of the value of goods tranbgaxiad provided by a goods
transport agency and 40% for goods transport bygelesThe conditions also vary.
A uniform abatement is now being prescribed fonggeort by rail, road and vessel.
Service Tax shall be payable on 30% of the valusumh services subject to a
uniform condition of non-availment of Cenvat Credit inputs, capital goods and
input services[shall come into effect from the 1st day of Ap#015.]

32.Rule 4 is being amended to provide that the CBEGyéy of an order, specify the

conditions, safeguards and procedure for registrati service tax.

33.Provisions for issuing digitally signed invoices dreing added along with the

option of presentation of records in electroniavfoiThe conditions and procedure
in this regard shall be specified by the CBEC.

34.Manpower supply and security services when provioke@n individual, HUF, or

partnership firm to a body corporate are being ghouo full reverse charge.
Presently, these are taxed under partial reveragehmechanismwill come into
effect from 1.4.2015]

35.Rule 4(7) is being amended to allow credit of ssr\ax paid under partial reverse

charge by the service receiver without linking at the payment to the service
provider.[will come into effect from 1.4.2015]

Il. Measures to Curb Black Money

1.

“Acceptance” or “re-payment” of an “advance” of R£,000 or more in cash for
purchase of immovable property will be covered ung®hibitory provisions of
section 269SS and section 269T of the Income Tax ¥a61with effect from £
June, 2015.

. Evasion of tax in relation to foreign assets to eha punishment of rigorous

imprisonment upto 10 years, be non-compoundables kapenalty rate of 300%
and the offender will not be permitted to approtmhSettlement Commission.

. Undisclosed income from any foreign assets to babie at the maximum

marginal rate.

. Non-filing of return/filing of return with inadeqte disclosures to have a

punishment of rigorous imprisonment upto 7 years.

. PML Act, 2002 and FEMA to be amended to enable adtnation of new Act on

black money.

. Leverage of technology by CBDT and CBEC to accegsmation from either’s

data bases.

. Swiss authorities have agreed to provide infornmatio respect of cases

independently investigated by IT departmentroajor breakthrough can be said to
be got when automatic exchange of informationnalized.
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lll. Creation of more Business Friendly Environment el as Creation of

Jobs in India.

1. Applicability of General Anti Avoidance Rule (GAARS$ deferred tillA.Y. 2018-
19.

2. To relocate fund managers of off-shore funds indral specific regime has been
proposed in the Act by which eligible fund managelffilling certain conditions)
acting on behalf of such fund shall not constitbtsiness connection in India of
the said fund which will reduce their tax burdpipplicable from A.Y. 2016-17]

. Reduction in rate of tax on Income by way of Royahd Fees for technical
services in case of non-residents is reduced fréf B 10%. Applicable from
A.Y. 2016-17]

. Section 80JJAA of Income Tax Act, 1961, which pd®s deduction for
employment of new workmen is applicable to Indiaorfipanies” only. Now, it
will be applicable to all assessees having manufexg units rather than restricting
it to corporate assessees ofiypplicable from A.Y. 2016-17]

. Section 92BA of Income Tax Act, 1961 : Thresholahiti for specified domestic
transaction is proposed to be increased from 5esrtw 20 crores rupees in the
previous year[Applicable from A.Y. 2016-17]

. Monetary limit for a case to be heard by a singkenber bench of Income Tax
Appellate Tribunal is increased from Rs. 5 lakhR®. 15 lakh (total income as
computed by the Assessing Officdi)ith effect from £'June, 2015.]

. Approval regime for issuance of notice for re-assemt: It is proposed to provide
thatno notice under section 148 shall be issued by arsasggofficer upto 4 years
from the end of relevant assessment year withoat @pproval of Joint
Commissioner and beyond 4 years from the end avaelt assessment year
without the approval of the Principal Chief Commoser or Chief Commissioner
or Principal Commissioner or Commissiong¥ith effect from £ June, 2015.]

. More clear provision as to what constitutes ortiet ts erroneous in so far as it is
prejudicial to the interests of revenue (SectioB)26rder passed by the Assessing
Officer shall be deemed to be erroneous in sodat is prejudicial to the interests
of the revenue, if, in the opinion of the Princip@&ommissioner or
Commissioner,— (a) the order is passed without ntaknquiries or verification
which, should have been made; (b) the order isgoaalowing any relief without
inquiring into the claim; (c) the order has not eeade in accordance with any
order, direction or instruction issued by the Boardler section 119; or (d) the
order has not been passed in accordance with acigiale prejudicial to the
assessee, rendered by the jurisdictional High Gousupreme Court in the case of
the assessee or any other peraith effect from £'June, 2015.]

V. Public Welfare:

1. FM promised to build 6 crore toilets in the countr0 lakh toilets have been
already constructed in 2014-15. Swachh Bharatois anly a programme of
hygiene and cleanliness but, at a deeper levetpgr@amme for preventive health
care, and building awareness.

. To use unclaimed deposits of about Rs. 3,000/earoPublic Provident Fund and
Rs. 6,000/- crore in Employees Provident Fund &ater a senior citizen welfare
fund.

. The government has decided to give members of EREnse an option to shift out
from EPF to NPS. NPS that also invests in equimay provide higher returns as
compared to that of EPF.
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4. Insurers will soon launch Pradhan Mantri SurskshenaB Yojana to cover
accidental risk of Rs. 2 lakh for a premium of just Rs. 12 p.awilt be debited to
person’s bank account under Pradhan Mantri Jan Dbgna.

. Pradhan Mantri Jeevan Jyoti Bima Yojana will pravid cover of Rs. 2 lakh
against botmatural and accidental death at a premium of Rs. 330/- p.a. for the
people in the age group of 18 to 50 years.

. Atal Pension Yojana: Government will contribute 5086 the beneficiaries’
premium limited to Rs. 1,000/- p.a. for five yearthe new account opened before
31° December, 2015.

Conclusion: In my opinion, budget is fairly aboveetaverage, but adequate roadmap and
framework to implement the various initiatives mbstthere.
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