'Bring agriculture into tax net'
Nearly 80 per cent CEOs, having affiliation with the Associated Chambers of Commerce and Industry of India (Assocham), have strongly pitched for bringing in the agriculture sector into the tax net and sought waiver of 10 per cent surcharge on corporate tax and hike in personal tax ceiling to Rs. 1.50 lakh in view of increasing cost of inflation index. 

Duty cut sought 
In a random survey on 'Agriculture income v budget proposals for 2008-09'  before the industry's pre-budget consultations with the Finance Minister ,the chamber chief, Venugopal N. Dhoot, said over 70 per cent of CEOs wanted reduction in excise duty to 12 per cent in the forthcoming budget proposals. 

In the survey, about 240 CEOs collectively said that the industry's demand for bringing in the agriculture sector into the tax net still remained unheeded and should no longer be ignored. 

Two-hundred-and-fifty CEOs have called for an increase in the income-tax ceiling to Rs. 1.50 lakh with standard deductions to the extent of Rs. 50,000 to each tax payer and above Rs. 5 lakh income, the slab should be brought to 25 per cent from 30 per cent now. 

Budget likely to bring sops for complex fertilisers


The Budget may bring in bad news for urea manufacturers, with the government likely to expand the list of fertilisers eligible for subsidy. The move will benefit fertiliser companies manufacturing complex fertilisers. Under the new norms, budgetary provision for this category may be hiked substantially instead of simple fertilisers like DAP, MoP and urea.

The group of ministers (GoM) for agriculture headed by agriculture minister Sharad Pawar is understood to have submitted its report on the issue. The recommendations of the GoM include single super phosphate (SSP) and new generation products like water-soluble fertilisers that contain other plant nutrients such as sulphur, zinc and calcium which enrich the soil, sources in the agriculture ministry said.

The high-powered group has also recommended higher susbsidy provision for this category, the sources said. The proposal, if accepted, could put an additional subsidy burden of Rs 1,200 crore on exchequer.

"Of the 90 products that are approved under the Fertiliser Control Order, 1985, only 15 are currently eligible for subsidy. The government intends to explore the possibilities of including more fertilisers from the approved list to encourage the use of nutrient-based fertilisers," chemicals and fertilisers minister Ram Vilas Paswan said.

The major share of the current fertiliser subsidy, which is expected to go up to Rs 64,000 crore this fiscal from last year's Rs 45,000 crore, goes to urea manufacturers for supplying to farmers. The finance ministry is not ready to enhance the subsidy from the current level of Rs 45,000 crore. The budgetary allocation for the last year was Rs 22,452 crore.

The government's new plans may bring in a more equitable distribution of fertiliser subsidy among various segments and enhance soil fertility. Such an approach provides a mix of nutrients like nitrogen, phosphorous and potassium and secondary nutrients like sulphur, calcium, magnisium, zinc, boron, iron through fortification and enrichment of different fertiliser grades, fertiliser department officials say.

Loan waiver, credit for farm sector
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In the view of the growing pressure on the banking industry to sustain the high rate of growth the economy is experiencing while making credit available to certain core and priority sectors including agriculture, mega announcements are expected in the forthcoming Budget. The deceleration of the agriculture has become a cause for concern and Budget 2008-09 is all set to spell new directives for banks, in order to provide a fillip to this sector.

First, a big-ticket debt relief package is on the anvil. The package will facilitate public sector banks to waive off the non-performing assets in the farm sector. Under the package, small farmers may have to pay back public sector banks only 10% of the loan amount or none.

Mid-sized and big farmers would be waived off 25% of the loan amount.

The provisioning of NPAs, which is currently taxed at 30%, may also be brought out of the tax net.

Banks are also hoping that the government continues to provide the 2.5% interest subvention for farmers.

Second, credit target to the agriculture sector is set to be increased by finance minister P Chidambaram from Rs 2,25,000 crore to Rs 2,50,000 crore. The minister is likely to direct banks to add at least 60 new farmers under its net.

In addition, PSU bank CEOs are expecting the government will provide tax exemptions on interests or dividend earned on infrastructure bonds issued by them. Earlier, under Section 10(23G) of the Income Tax Act, interests earned on infrastructure bonds issued by the commercial banks were exempted. The Indian Banks' Association has also pointed out that TDS (tax deducted at source) must be simplified. "The banks have to deal with a large number of TDS certificates and this makes things cumbersome. The need of the hour is to have simple processes in place," HN Sinor, chief executive, IBA, said.

However, the benefit under section 10(23G) was withdrawn in 2006-07.

The regional rural banks which have been identified as an important channel to carry out the financial inclusion programme have said that they be exempted from paying income tax.

Agri-land ambit could widen for capital gains
Govt examines ways to expand the tax base.
The finance ministry is considering a proposal to levy capital gains tax on the sale of agriculture land for non-agricultural purposes within a radius of 20 to 30 km from a notified municipal area. 

The sale of agricultural land currently attracts capital gains tax if the land is within 8 km from the limits of a municipality or a cantonment board. Beyond that limit, farm land is not considered a capital asset, so it is not taxed. 

Capital gains tax on land is levied at progressive rates in the short term and at 20 per cent with indexation in the long term if the land is held for more than 36 months. 

The move is being considered against the background of large-scale land sales around big and small cities owing to a boom in real estate prices that are stretching the definitions of urban limits. 

A finance ministry official said the need to revisit the law is being made in view of the increasing acquisition of land for non-farming purposes. 

Many farm land-owners around extended suburban areas such as Gurgaon and Noida in the National Capital Region have become millionaires by selling their land to real estate developers to make way for the development of residential colonies, resorts, hotels and farmhouses. 

The widening of the capital gains levy is expected to generate substantial tax revenue for the government, which is looking at ways to expand the tax base. 

Besides financial sector companies, corporation tax paid by real estate companies has shot up significantly 
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