Major highlights of Union Budget 2010-11:

General:

1. GDP expected to be achieved at 10%.

2. Fiscal deficit at 5.50%, 4.80%, 4.11% for FY 2011, 2012 and 2013 respectively. 

3. The Direct Tax Code (DTC) and GST would be implemented from 01.04.11.

4. The disinvestments targeted at Rs. 25000 crore.
Corporate Taxation:

1. No change in basic rate of corporate tax. The surcharge is to be reduced from 10% to 7.50%. Hence, effective rate would be 33.21% as against 33.99%
2. Rate of MAT increased from 15% to 18%. The surcharge is to be reduced from 10% to 7.50%. Hence, effective rate would be 19.93% as against existing rate of 16.995%.

3. Section 9: In case of payment to non resident towards interest, royalty or fees for technical services, the tax is required to be deducted even if non resident has not rendered service in India. This amendment is with retrospective effect from 01.06.1976. Prior to amendment, TDS is not deductible on payment made to non resident on the ground that the services are rendered outside India. The same would now be subject to TDS in view of this retrospective amendment. These amendments are applicable from today itself. The amendment is proposed to overrule the decision of Supreme Court and various High Courts.
4. Section 35(2AB): The weighted deduction for in-house R&D is to be increased from 150% to 200% of revenue and capital expenditure (other than land and building).
5. Section 40(a)(ia): In case, the amount (on which TDS is deducted upto Feb of the year but not paid by end of year) will now be allowed as deduction even if the same is paid before due date of filing return of income.
In case the said TDS is paid after due date of filing return of income, the same will be allowed deduction in the year of payment of TDS. 
These provisions are applicable from AY 2010-11 FY 2009-10.

6. Section 44AB: The limit of turnover/receipts for the purpose of tax audit is to be increased from 40 lacs to 60 lacs in case of business and from 10 lacs to 15 lacs in case of profession. Applicable from AY 2011-12 FY 2010-11

7. Section 56: In case of the firm/company not being a  company in which pubic are  substantially interested received any property being shares of company not being a company in which pubic are  substantially interested without/less consideration, the difference between fair market value minus consideration will be taxed as income from other sources. Applicable from 01.06.10. This would also apply to transactions between holding and subsidiary company.
8. Increase in limit for purpose of deduction of tax (w.e.f. 01.07.10):

	Section
	Nature
	Existing
	Proposed

	194C 
	Payment to contractors/sub contractors (for single transaction during the year)
	20,000

	30,000


	194C 
	Payment to contractors/sub contractors (for aggregate of transactions during the year)
	50,000


	75,000



	194H
	Commission
	2,500
	5,000

	194I
	Rent
	1,20,000
	1,80,000

	194J
	Professional/technical fees
	20,000
	30,000


9. Section 201: The rate of interest for default in deduction/payment of TDS is to be changed as under w.e.f. 01.07.10.

a. 1% per month from date of deductible to the date of deduction, and
b. 1.5% per month from date of deduction to the date of payment.

Personal Taxation:

1. Rates of Tax:
Upto Rs. 1,60,000






Nil

From Rs. 1,60,000 to Rs. 5,00,000




10%

From Rs. 5,00,000 to Rs. 8,00,000




20%

From Rs. 8,00,000  and above




30%

The above rates are to be increased by education cess @ 3%.

In case of woman assessee, Rs. 1,90,000 is to be substituted for Rs. 1,60,000

In case of assessee above 65 years, Rs. 2,40,000 is to be substituted for Rs. 1,60,000.

The net saving of individual/HUF having income above Rs. 8 lacs is Rs. 51,500/-.

2. Section 80CCF: The deduction to the extent of Rs. 20,000/- to be allowed from total income in respect of investment in long term infrastructure bonds. Applicable from AY 2011-12. The same is in addition to limit of Rs. 1 lacs covered u/s 80C.
3. The new saral form – II (in two pages) is being introduced.

4. Section 56: Presentaly (w.e.f. 01.10.09), the recipient of immovable property from non relative as gift is required to pay the tax:
a. At stamp duty value of the property, where the property is received without consideration.

b. At difference between stamp duty value and consideration paid by the recipient, where the property is received with inadequate consideration.

The amendment is proposed to be made w.r.e.f. 01.10.09 to remove the type of transactions covered in Sr. No: “b” above. 

The effect of this amendment is that the recipient is now required to pay tax only in case where the property is received without consideration from non relative as gift.
Provisions governing the conversion of private/unlisted company to limited liability partnership (LLP):
1. The transfer of assets of private/unlisted companies into LLP is not to be considered as transfer for the purpose of capital gain as per Section 47 of the Act. The same is subject to certain conditions.

2. The carried forward of losses of companies are to be allowed to LLP subject to fulfillment of certain conditions.

