TAX PROPOSALS OF BUDGET
Direct Taxes

	Proposal
	Ranking

	No changes made in the Corporate Tax rates. 
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	Exemption limit in personal income tax raised by: 

· Rs.15,000 from Rs.2.25 lakh to Rs.2.40 lakh for senior citizens.
· Rs.10,000 from Rs.1.80 lakh to Rs.1.90 lakh for women tax payers.
· Rs.10,000 from Rs.1.50 lakh to Rs.1.60 lakh for all other categories of individual taxpayers.
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	Surcharge of 10 percent on personal income-tax is withdrawn however Education Cess of 3% continues to be applicable.
	

	Deduction under section 80-DD in respect of maintenance, including medical treatment, of a dependent who is a person with severe disability being raised from the present limit of Rs.0.75 lac to Rs.1 lac. 
	

	Deduction in respect of export profits under sections 10A and 10B of the Income-tax Act being extended by one more year i.e. for the financial year 2010-11.
	

	Fringe Benefit Tax is abolished however certain fringe benefits provided to employees will be taxed in the hands of employee as “Perquisite”.
	

	Scope of provisions relating to weighted deduction of 150% on expenditure incurred on in-house R&D to all manufacturing businesses being extended except for a small negative list.
	

	All capital expenditure, other than expenditure on 

· Land, 

· Goodwill and 

· Financial instruments 

will be fully allowable as deduction for the businesses of 

· Setting up and operating ‘cold chain’, 

· Warehousing facilities for storing agricultural produce and 

· the business of laying and operating cross country natural gas or crude or petroleum oil pipeline network for distribution on common carrier principle.


	

	Minimum Alternate Tax (MAT) to be increased to 15 per cent of book profits from 10 per cent. The period allowed to carry forward the tax credit under MAT to be extended from seven years to ten years.


	

	Commodity Transaction Tax (CTT) to be abolished.


	

	Donations to electoral trusts to be allowed as a 100 percent deduction.


	

	Deduction in respect of interest on loans taken for pursuing higher education in specified fields of study is extended to cover all fields of study, including vocational studies, pursued after completion of schooling.
	

	Anonymous donations received by charitable organisations to the extent of 5 percent of their total income or a sum of Rs.1 lakh, whichever is higher, will not to be taxed. 
	

	Scope of presumptive taxation to be extended to all small businesses with a turnover upto Rs. 40 lakh. All such taxpayers to have option to declare their income from business at the rate of 8 percent of their turnover and simultaneously enjoy exemption from the compliance burden of maintaining books of accounts. 

As a procedural simplification, they are also to be exempted from advance tax and allowed to pay their entire tax liability from business at the time of filing their return. This new scheme to come into effect from the financial year 2010-11.
	

	Remuneration to partners for partnership firm is proposed to be increased.
	

	Tax holiday under section 80-IB(9) of the Income Tax Act, which was hitherto available in respect of profits arising from the commercial production or refining of mineral oil, to be extended to natural gas. 
This tax benefit to be available to undertakings in respect of profits derived from the commercial production of mineral oil and natural gas from oil and gas blocks which are awarded under the NELP-VIII round of bidding. 
The section to be retrospectively amended to provide that “undertaking” for the purposes of section 80-IB(9) will mean all blocks awarded in any single contract.
	

	Cash payments upto Rs. 35,000/- on a single day now eligible to Transporters
	

	The rate for Tax Deduction at source on Hiring and Leasing of Plant and Machinery decreased from 10% to 2 % and for leasing of Land and Building from 15 / 20 % to flat 10%. TDS on Contractors who are individuals or HUFs is at 1%. However, all Sub Contractors are liable to be deducted at 2% now. These revised rates are applicable with effect from 1st Oct’ 2009
	

	TDS on Contractors not applicable to Transporters, if they produce their PAN Numbers
	

	If the deductee does not furnish his PAN, then TDS is liable to be deducted at 20 % or the higher rate as applicable. The above rule is applicable from April 1, 2010.
	

	The minimum tax liability for being liable to pay Advance Tax is of Rs. 10,000/- instead of the earlier Rs. 5,000/-
	

	Every income-tax authority shall allot a computer generated Document Identification Number in respect of every notice, order, letter etc to any other Income Tax Authority of assessee. Every document, letter or any correspondence, received by an income-tax authority shall be accepted only after allotting and quoting of a computer generated Document Identification Number.
	

	WEALTH TAX
	

	Wealth tax minimum exemption limit increased from 15 lacs to 30 lacs.


	

	SERVICE TAX
	

	Services provided in relation to advice, consultancy or assistance in any branch of law excluding appearance before any court, tribunal or authority is chargeable to service tax. However, individuals have been excluded from the same. 
	

	The relevant changes for exporters are as follows. 

· The refund scheme of service tax input credit for exporters has now been revamped. 
· Transport of goods by road and commission paid to foreign agents (upto 10%) have been exempt from service tax. 
· Terminal Handling charges is eligible for refund now. 
· Refund can be claimed within one year from the date of exports. Quarterly claim of refunds have been done away with and the same can be claimed anytime within one year of exports. 

· As per the new scheme, where the refund claim does not exceed 0.25% of FOB Value of exports, the same shall be granted within one month of claim. 
· If the value of refund exceeds 0.25%, the same shall have to be certified by the Auditor of the Company. 
	


