Highlights of Union Budget 2008-09
Union Finance Minister P Chidambaram presented his fifth Budget in Parliament on Friday, 29th 2008. 

Following are the highlights:

A. Income Tax

1. Changes in IT slab. Threshold of exemption for all Income Tax assesses raised from 1,10,000 to 1,50,000. 
2. Most of  income tax assessee to get relief of minimum of Rs 4,000 per month.

3. No change in rate of surcharge, applicable only in case of assesses having >10 lacs income.

4. New tax slabs will be: 10 per cent for 150,000 to 300,000, 20 per cent for 300,000 to 500,000 and 30 per cent above 500,000. 

5. For women, the income tax limit goes up from Rs 1.45 lakh to Rs 1.80 lakh.

6. In case of senior citizens, it increases from Rs 1.95 lakh to Rs 2.25 lakh. 

7. Five year tax holiday for promoting cultural tourism and setting up the hotels in the district having heritage sites. 

8. Short-term capital gains increases to 15 per cent from existing 10%. 

9. Commodities Transaction Tax to be introduced on the lines of Securities Transaction Tax. 

10. The Banking Cash Transaction Tax, which provided for a 0.1% levy on certain cash withdrawals from banks, has been withdrawn w.e.f. 1st April 2009. 

11. No change in corporate income tax. 

12. PAN requirement to be extended to all transactions in capital market subject to a threshold. 

13. Additional deduction of Rs.15,000 allowed under Section 80D to an individual paying medical insurance premium for his/her parent or parents.

B. FBT (Fringe Benefit Tax)

· Fresh facilities, encouragement to sports and guest houses exempted from Fringe Benefit Tax. 

C. Service Tax

1. Threshold limit of exemption for small service providers increased from Rs.8 lakhs per year to Rs.10 lakh per year; (Many of our field agencies/consultants would be out side the purview of tax net)

2. Four services brought under service tax net namely, 

· Asset management service provided under ULIP 

· Services provided by stock/commodity exchanges and clearing houses; 

· Right to use goods, in cases where VAT is not payable; 

· Information Technology Software Service.

3. Penalty of Rs.5,000/- is Service Tax not deposited electronically, where it is mandatory.

D. Excise Duty

1. General Cenvat duty on all goods to be reduced from 16 per cent to 14 per cent. (Most of locally manufactured goods would become cheaper, by 2-3%)

2. Excise duty reduced from 16 per cent to eight per cent on all pharmaceutical goods manufacture. 

3. Excise duty on small cars reduced to 12 per cent from 16 per cent and hybrid cars to 14 per cent. ( Small cars/Nano/Maruti 800 etc. would be cheaper by 5-8K)

4. Excise duty reduced from 16 to 8 per cent on water purification items. 

5. Duty on non filter cigarettes to be raised. 

E. Custom Duty

1. No change in peak rate of customs duty on non specified goods. 

2. Customs duty on specified life saving drugs reduced from ten per cent to five per cent. 

3. Customs duty on specified sports goods machinery down from 7.5 per cent to five per cent. 

F. General

1. Agricultural loans given by scheduled commercial banks, regional rural banks and cooperative credit institutions up to March 31, 2007 and due for December 31 that year will be covered under the waiver scheme to address the problem of indebtedness. (Likely impact on the Govt. exchequer of Rs. 60,000 crores, FM may slap a cess for funding the same later) 

2. To protect tigers, Rs 50 crore for National Tiger Conservation Programme. Bulk of it to be used to raise Tiger Protection Force. (Might see some tigers in Sariska in coming years)

3. Tax to GDP ratio increased from 9.2 per cent in 2004-05 to 12.5 per cent 2007-08. 

4. Allocation for defense to be increased by 10 per cent from Rs 96,000 crore to Rs 1,05,600 crore. 

5. PDS through smart cards in Haryana and Chandigarh on pilot basis. 

6. Rs 624 crore allocated for Commonwealth Games 

7. Rs 7,200 crore to be allocated to the Ministry of Women and Child Development, marking an increase of 24 per cent. 

8. SC, ST and minority students to continue to get special attention. 

9. Sarva Shiksha Abhiyan will be provided Rs 13,100 crore, Mid Day Meal scheme Rs 8,000 crore, Secondary education Scheme Rs 4,554 crore. 
10. Three IITs to be set up in Andhra Pradesh, Bihar and Rajasthan. 

11. Rs 992 crore for national AIDS programme. 
12. Twenty per cent hike in education budget this year from Rs 28,674 crore to Rs 34,400 crore. 

13. GDP growth slows down to 8.4 per cent during quarter ended December 31, 2007 as compared to 9.1 per cent a year ago. 
14. Services and manufacturing sectors expected to grow by 10.7 per cent and 9.4 per cent, says Chidambaram. 

Due date for filing Tax return of the business: 

· Due date for Companies, Firms and Individuals requiring Audit changed from 31st October to 30th September.

· There is no change in the due date of filing of returns in the case of all other 
categories of taxpayers.

These amendments will take effect from 1st April, 2008 
Section 80-IB

Hospitals : Five year tax holiday to hospitals located in any place outside the urban agglomerations especially in tier-2 and tier-3 towns; this window will be open for the period April 1, 2008 to March 31, 2013.

Hotels: Five year holiday from income tax being granted to two, three or four star hotels established in specified districts having UNESCO-declared 'World Heritage Sites'; the hotel should be constructed and start functioning during the period April 1, 2008 to March 31, 2013.

Dividend Distribution Tax U/s 115-O

Parent company allowed to set off the dividend received from its subsidiary company against dividend distributed by the parent company; provided that the dividend received has suffered DDT and the parent company is not a subsidiary of another company. (HTA bottom line should go up on account of saving in Income tax on the dividend received from Indian Subsidiary companies.)

Period of service of Notice U/s 143(2) for Scrutiny Assessment.

Time limit for issue of scrutiny notice reduced to 6 months from 12 months from the month of filing of ITR. (Horror period has reduced b y half)

STT allowable expenditure

STT (Security Transaction Tax) paid to be treated like any other deductible expenditure against business income. 

CST Central Sales Tax rate being reduced from 3 per cent to 2 per cent from April 1, 2008.

Conclusion:
The Union Budget 2008 is a populist – election Budget. Something for everyone is given but the quantum of total concessions is questionable as the Primary Deficit is increased from Rs. -28318 Revised Estimates for 2007-08 to Rs. -57520 Budget Estimates 2008-09, from where this deficit shall be met?, naturally from tax payers-common citizens also –from future budgets by levying more taxes and other harsh measures. Inflation too shall increase on this account. 

It is important that all benefits actually reach the persons for whom they are meant. 

The emphasis is on Agricultural sector mainly farmers .Their outstanding loans are waived. The Burden is on common men only. No measures are implemented for an increase in farmers incomes and to make them financially self sufficient. 

Middle class shall be benefited by cheaper goods of daily use, comforts and luxuries especially Small Cars and 2 heelers .But where are roads for them to run?

How it is going to affect our lives as an individual

1. Change in IT slab and increase in Threshold limits would result in tax saving of Rs.4000 per month in most of the cases. In case of some junior staff (NM) they would be totally out from the tax net. 
2. Playing in stocks/units etc. on short terms would be more taxing in view of the proposed increase in short term capital gain from 10% to 15%. (Short term capital gain arises when on sale of stocks/unit etc. if holding period is less than 12 months. (Govt. intention is to keep the speculators out of the business). 
3. Introduction of Commodity Tax will adversely affect to the people who all are doing trading in commodities/derivatives (future/options/NCDX etc.).
4. PAN is required for almost all the financial transactions.
5. Additional deduction of Rs.15,000 allowed under Section 80D to an individual paying medical insurance premium for his/her parent or parents. (Govt. wants to extend more social security to the elders). 
6. General Cenvat duty on all goods to be reduced from 16 per cent to 14 per cent. Accordingly most of consumptions items like AC/Fridge/cost of houses/TV and most of other locally manufactured goods would become cheaper.
7. Excise duty reduced from 16 per cent to eight per cent on all pharmaceutical goods manufactured in India, will result in reduction of their prices by approx 5-7%. 
8. Excise duty on small cars reduced to 12 per cent from 16 per cent and hybrid cars to 14 per cent. ( Small cars/Nano/Maruti 800 etc. would be cheaper by 5-8K)
9. Time limit for issuing notice fro income tax scrutiny reduced to 6 months from 12 months from the month of filing of ITR. (Horror period has reduced by half)
10. As per the finance minister's speech, the fund management services of ULIPs will come under service tax so that ULIPs are brought on par with mutual fund companies. This means the charge levied by a life insurer towards fund management fees will now attract a service tax of 12.36%. Insurers are likely to pass on this additional cost to retail investors, who may be forced to pay additional premiums. 

How it is going to affect our business.

1. BCTT :Withdrawal of Banking Cash Transaction Tax, which at present provided for a 0.1% levy on certain cash withdrawals from banks, has been withdrawn w.e.f. 1st April 2009. (No more Tax on the Companies for withdrawing >100000 in cash from bank).

2. Threshold limit for service tax exemption for small service providers increased from Rs.8 lakhs per year to Rs.10 lakh per year; (Many small service providers would be outside would be out side the purview of tax net. 
3. Wider net to rein in TDS defaulters: To strengthen compliance under the tax deducted at source (TDS) administration, Budget 2008-09 has proposed that the net for defaulters be widened. Now, employers or Companies, who fail to deduct tax or do not deposit it after deducting the tax or deposit only a part of it in the tax department, will be considered defaulters under the Income-Tax Act. In such cases, principal officers of Companies will be considered defaulters. Most such defaulters are fined and have to pay the TDS amount along with interest. It may also land some in prison, depending on the severity of the case. Need to be more vigilant to avoid non-complinaces.
4. Restriction on the Charitable organizations: New definition According to the proposed amendment, any charitable purpose would not be considered to be charitable if it involves the carrying of any activity in trade, commerce or business for a cess or fee or any other consideration regardless of the nature of use or application or retention of the income from any such activity. 
5. Restriction on cash payment > Rs. 20,000 :FM has proposed to disallow cash all the expenses incurred other than by account payee cheque or demand draft in excess of Rs.20,000 or more in a single day as against earlier provision of Rs. 20,000/- per transaction. 
6. Union Budget gives fillip to education sector: As the Finance Minister announced increased allocations for the education sector, by about 20 per cent to Rs 34,400 crore, the television screens flashed green on all education sector stocks. With Rs 13,100 crore being allotted to Sarva Shiksha Abhiyan (SSA) and Rs 4,554 crore to secondary education, companies engaged in the business of education, are a happy bunch. Apart from IT companies, publishing houses also see scope for increased business. Other focus areas are, mead day meal scheme, increase in the salaries of Aangan Wari teacher etc. 
7. Huge demand resulting due to extra disposable income in the hands of the consumers and reduction in duties will have a positive impact on the bottom lines of the clients, mainly in FMCG/Retail/Pharma/Automobil/Real estates sectors. 
8. Big Disappointment to the export sector, no fiscal relief against distress demand to off set losses due to rupee appreciation. “The Budget has not addressed concerns of the labour-intensive sectors of textile, handicraft, leather and marine products, which are the worst hit by the rupee rise,” Budget had failed to address the challenges of a rising rupee and waning competitiveness of exporters in global markets. “The proposals for refund of state and local levies, exemption from FBT on business expenses and from specific service taxes have not been considered. 
9. Cement Industry: The proposed hike in excise duty of Rs. 400 a tonne or 14 per cent ad-valorem, whichever is higher, on bulk cement, and a higher duty on cement clinkers has not gone down well with the industry, which says the move may adversely affect mini and small cement plants. 

10. Software Industry : Small and medium IT enterprises Friday were disappointed with the 2008-09 budget, saying it has not extended the Software Technology Parks of India (STPI) scheme that offers them various exemptions and had also increased the excise duty on packaged. Ending the honeymoon of the IT sector, the government has decided to bring the entire software industry under the tax net with every service — ranging from development to study, and analysis, design and programming to consulting and upgrading — now attracting the 12% tax. This move is expected to hit companies providing ERP solutions and such customized services. Packaged software is already under the ambit of excise duty where the levy was hiked from 8% to 12%. This could further affect the industry, already hit by rupee appreciation. 
11. Sectors which would be benefited :
1. FMCG
2. Retail

3. Automobile

4. Real estates

5. Banking/Insurance Industry  
6. Other service industries 

7. Education

8. Pharma
 Sectors which may face a decline:
1. Export oriented sectors e.g. (BPO/IT/Textiles/handicraft etc.)
2. Tobacco Industry
3. Mobile phone
4. Cement
· Loan waiver would help banking industry to recast their balance sheet and collection of bad debts.
· While entry of new operators would further intensify the competition in Mobile Industry increase in the cost of handsets will put a pressure on the entry cost.  Accordingly to maintain ARPU/bottom line they would be dependent more on VAS (Value Added Services).

