











RNM BUDGET HIGHLIGHTS

It is proposed to amend section 80CCD so as to increase the upper
limit of 10% of gross total income to 20% in case of individual other than
employee. This amendment will take effect from st April2018.

EXEMPTION ON WITHDRAWAL FROM THE NPS TRUST
UNDER SECTION 10(12B)

Exemption on partial withdrawal made out of his account in accordance
with the terms and conditions, specified under the Pension Fund
Regulatory and Development Authority Act, 2013 is allowed to the
extent it does not exceed 25% of the amount of contributions made by
him.This shall come to effect from the Ist day of April, 2018.

RESTRICTING CASH DONATIONS UNDER SECTION 80G
It is proposed to amend section 80G so as to provide that no deduction
shall be allowed in respect of donation of any sum exceeding Rs.2000/-
paid by any mode other than cash. This amendment will take effect from
Ist April, 2018.

I1l. PRESUMPTIVE TAXATION

SEC 44AD: Business income will be calculated @ 6% in respect of the
receipt which is received by an account payee cheque/draft/electronic
clearing system on or before the due date of submission of income. This
amendment will take effect from Ist April, 2017.

SEC 44ADA: In case of eligible assessee’s u/s 44ADA, whole advance
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tax is to be paid by |5th March.

IV. EXCLUSION OF CERTAIN PERSON FROM
REQUIREMENT OF AUDIT OF ACCOUNTS [SEC
A ]
as been inserted in 44AB clarifying that this section shall
not a o the person, who declares profits and gains for the
eviou as per 44AD and his total sales, turnover or gross
ts, as ase may be, in business does not exceed Two
Rupee is amendment will take effect from Ist April,

G HRESHOLD LIMIT FOR
EC ODOKS OF ACCOUNTS IN CASE
SA HUF [SEC 44AA]
am the provisions of section 44AA to
f income and total gross turnover
50,000/- and from Rs.10,00,000 to
his amendment will take effect from
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A domestic company is taxable at 30% if not covered in above. Effective rate of tax is

CORPORATE TAX

depicted as under:

PARTICULARS TAXABLE INCOME TAXABLE INCOME >

> Rs. 1 CRORE, Rs.10 CRORE

TAX RATES BUT < Rs.10 CRORE

DOMESTIC COMPANIES
A domestic company is taxable at 25% if the turnover or receipt in the previous year

Tax Rate 30.00% 30.00%

2015-16 does not exceed fifty crore rupees. Effective rate of tax is depicted as under: Surcharge 7.00% 12.00%
Tax+Surcharge 32.10% 33.60%

TAXABLE INCOME TAXABLE INCOME > Education Cess thereon 3.00% 3.00%
1E VO ELLE) > Rs. 1 CRORE, Rs.10 CRORE Effective Tax Rate 33.06% 34.61%

BUT < Rs.10 CRORE

> Rs. 1 CRORE,
BUT < Rs.10 CRORE (SHOERORE

Tax Rate 25.00% 25.00%
Surcharge 7.00% 12.00% anged at 40%(plus applicable surcharge
Tax+Surcharge 26.75% 28.00%
Education Cess thereon 3.00% 3.00%
TAXABLE INCOME
Effective Tax Rate 27.55% 28.84% ’ : | PARTICUEARS TAXABLE INCOME >

Tax Rate 40.00% 40.00%
Surcharge 2.00% 5.00%
Tax+Surcharge 40.80% 42.00%
Education Cess thereon 3.00% 3.00%

Effective Tax Rate 42.02% 43.26%

Rs. | Crore remain unchanged at 41.20%
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CHANGES IN MAT PROVISIONS

SEC | 15B: Amendments has been prescribed, keeping in view of the applicability of Ind
AS. No further adjustments to the net profits before other comprehensive income of
Ind AS compliant companies, other than those already specified under section | 15)B of
the Act shall be made.The other comprehensive income includes certain items that will
permanently be recorded in reserves and hence never be reclassified to the statement
of profit and loss included in the computation of book profits at the time of Realisation
as mentioned in the Memorandum explaining the Bill.

In case of Companies adopting Ind AS for first time from existing AS certain adjustments
are to be recorded directly into other equity and will have to be considered for Book
Profit over a period of 5 years commencing from first time adoption of Ind AS.

SEC | I5JA: MAT credit can be carried forward for |5 years as against the present time-
limit of ten years.

START-UP COMPANIES

SEC 79:The loss incurred in any year prior to the previous year shall be carried forward
and set off against the income of the previous year, if, all the shareholders of such
company who held shares carrying voting power on the last day of the year or years
in which the loss was incurred continue to hold those shares on the last day of such
previous year in the case eligible start-up as referred to in section 80-IAC of this Act.
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SEC 80IAC:The Period for deduction under section 80-IAC can be
claimed by an eligible start-up for any three consecutive assessment

years out of seven years beginning from the year in which such
eligible start-up is incorporated as against the existing provision of
of 5 Years .The Proposed amendment will take effect from |st
Ap 8 and will accordingly, apply in relation to assessment year
2018-19 ¢ bsequent years.

TARGAIN

P D OF HOLDING IN CASE OF
PROPERTY BEING LAND OR BUILDING

men tion 2(42A) of the Act so as to reduce
ing frc e existing 36 months to 24 months in
opel eing land or building or both, to qualify
asset amendment will take effect from Ist

PR RENCE SHARE TO EQUITY
I q; = XB), 2(42A),49]
e (xl ed in section 47 to exempt conversion
to shares from the ambit of capital gain.
dme been made in section 2(42A) ‘Period of

e the od for which the preference shares were
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held by the assessee while computing the period of holding of equity shares and Section
49 the cost of acquisition of the equity shares shall be deemed to be of the cost of the
preference share.This amendment will take effect from |st April, 2018.

CAPITAL GAIN EXEMPTIONS[ SEC 10(38)]
It is proposed to amend section 10(38) to provide that exemption for income arising
on transfer of equity share acquired or on after 1.10.2004 shall be available only if the

acquisition of share is chargeable to STT.This amendment will take effect from |st April,
2018

EXPANDING THE SCOPE OF LONG TERM BONDS [SEC 54EC]
It is proposed to amend section 54EC to include investment in any bond redeemable

after 3 years which are to be notified by the CG.This amendment will take effect from
Ist April, 2018.

BASEYEAR FOR INDEXATION FOR COMPUTATION OF CAPITAL GAINS [SEC 48]
For long-term capital gain, the base year will be shifted from 1981 to 2001. Fair market

value on April 1,2001 can be adopted as cost of acquisition if an asset is acquired prior
to April 1,2001.

REDUCED RATE OF TAX ON UNLISTED SHARES [SEC | 12]
Capital Gain on transfer of share of a private company shall also be chargeable to tax at

the rate of ten per cent without giving benefit of indexation. This amendment will take
effect, retrospectively from |st April, 2013
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TRANSFER OF UNQUOTED SHARES OF A COMPANY [SEC

50CA]

Where consideration for transfer of share of a company (other than

quoted share) is less than the FMV of such share, the FMV shall

X e deemed to be the full value of consideration for the purpose of
Wputing income under the head “Capital Gains”.

PITAL GAINHIN CASE OF JOINT DEVELOPMENT AGREEMENT
49 & 194C)

ub-section 5A in section 45 has been proposed to be
o clari time of transfer in case of Joint Development
tweel _' ie owner and builder stating that the capital
tha vious year in which when the completion
issued. Sale consideration received from builder
Acqu of the share in the land or building or
a new section 194-IC is been inserted implying

sale consideration received by the land owner

nsol ck being house property [Section 23]
ins d in section 23 to provide that in case
or |a ppurtenant thereto held as stock-in-
urin, whole or any part of the previous year,

Il be ged upto one year from the end of the
completion certificate has been obtained from the
ority.
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This amendment will take effect from |st April, 2018

LOSSES UNDER THE HEAD HOUSE PROPERTY [SECTION 71]

Set off of losses under the head House Property shall be restricted to two lakh rupees
against any other heads of income for any assessment year. However, the unabsorbed
loss shall be allowed to be carried forward for set-off in subsequent years in accordance
with the existing provisions of the Act.

TAX ON DIVIDENDS RECEIVED [SEC | I5BBDA]

With a view to ensure horizontal equity among all categories of tax payers deriving
income from dividend, it is proposed to amend section | I5BBDA so as to provide that
the provisions of said section shall be applicable to all resident assessee except domestic
company and certain funds, trusts, institutions, etc. This amendment will take effect from
Ist April, 2018 & relevant to AY 2018-19.

SCOPE OF INCOME FROM OTHER SOURCES [SEC 56(2)(X)]

It is proposed to insert a new clause (x) in sub-section (2) of section 56, all the assessees
receiving the sum of money or the property without consideration or for inadequate
consideration in excess of Rs. 50,000 shall be chargeable to tax in the hands of the
recipient under the head “Income from other sources”.

MEASURES TO DISCOURAGE CASH TRANSACTIONS

SEC 35AD: No deduction u/s 35AD shall be allowed of expenditure in respect of which
payment or aggregate of payments in a day has been made in cash above Rs.10,000
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SEC 40A(3): Business expenditure in a day to a person in cash/bearer

cheque/crossed cheque above Rs. 10,000 (as against Rs.20,000) will
be disallowed under section 40A(3).

43: Section 43 has been amended to provide that where an
a incurs any expenditure for acquisition of any asset in
espe a payment or aggregate of payments made in a day
eeds R 000/-, in cash such expenditure shall be ignored for
poses etermination of actual cost of such asset and no
ion u all be allowed.

ansa above Rs. 3lakh should be permitted only
ayee cheque/draft/use of electronic clearing system
col e limit of Rs. 3 lakh will be applicable
ngle action or in respect of a number of

| persa a single day

STI ANSFER PRICING [SEC 92BA]
2 co ce burden of taxpayers, it is proposed
dit respect of which payment has been
e to a person referred to in under section
exc ] from the scope of section 92BA of
t Wi y restrict to companies claiming profit
hese ndments will take effect from |st April,
ordi apply in relation to the assessment year
seque ars.
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TAXATION OF CHARITABLE TRUST AND INSTITUTIONS [SECTION Il &
SECTION 12] :

Explanation to section || of the Act has been inserted to provide that any amount
credited or paid, out of income referred to in clause (a) or clause (b) of sub-section (I)
of section | |, being contributions with specific direction that they shall form part of the
corpus of the trust or institution, shall not be treated as application of income.

It is also proposed to insert a proviso in clause (23C) of section 10 so as to provide
similar restriction as above on the entities exempt under sub-clauses (iv), (v), (vi) or (via)
of said clause in respect of any amount credited or paid out of their income.

This amendment will take effect from |st April, 2018

It is proposed to amend section 80G so as to provide that no deduction shall be allowed

u/s 80G in respect of donation of any sum exceeding Rs.2,000/- unless such sum is paid
by any mode other than cash.

TDS/TCS COMPLIANCE

FURNISHING OF PAN IN CASETCS BEING COLLECTED [SEC 206CB]:
Any person whose TCS is collected shall furnish his PAN to the collector; failing to do
so TCS shall be higher of Twice the TCS rate or 5%.

TCSTO COLLECTED IN CASE OF JEWELLERY [SEC 206C]

Earlier TCS had to be collected on sale of Rs. 5,00,000/- now it has been reduced to
Rs. 2,00,000/-
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TDS ON RENTTO BE DEDUCTED BY NON AUDIT
PERSONS [SEC 194-1B]

A new section 194-IB prescribing TDS has to be deducted by persons
hom are not subject to Audit u/s 44AB of the Act if rent paid is
e than Rs. 50,000/- per month at rate of 5% and there is no need
fo and the return has to filed only once in a year.

ER DEDUCTION FOR CALL CENTRE [SEC 194]]
to p
4] to

m ten ent. in case of payments received or credited

e ease of doing business, it is proposed to amend
e the rate of deduction of tax at source to two

g a pel engaged only in the business of operation

is a ent will take effect from the Ist day of

D)F FORM 15G/I15H FOR
S SPECIFIED UNDER SECTION

on 197A so as to make them eligible
m.No.|5G/I5H for non-deduction of
nce commission referred to in section
Filed Form 15G/I5H no TDS will be
ission. This amendment will take effect
7.

ICABLETO EXPENSES UNDER
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HEAD OTHER SOURCES [SEC 58]
Disallowance provisions under section 40(a)(ia) will be extended to income chargeable under the
head “Income from other sources”.

TAX PROCEDURAL AMENDMENTS

REVISION OF ITR [SEC 139(5)]
The time limit for revision of return shall be available upto the end of the relevant assessment
year or before the completion of assessment, whichever is earlier.

FEE FOR LATE FILLING OF RETURN [SEC 234F]
A new Section 234F has been inserted prescribing that assessee failing to file Return u/s 139(I)
will be liable to fee of Rs.5,000/- in case the return is filed by 3 |st Dec of the Relevant Assessment

ASSESSMENT EXISTING TIME PROPOSED TIME
LIMIT LIMIT
Assessment u/s 21 months from the end of | 18 months from the end of A.Y. 2018-19 in
143(3) & 144 A.Y. in which income was | which income was 1st assessable.
Ist assessable. 12 months from the end of A.Y. 2019-20 and

so on in which income was 1st assessable.

Assessment u/s 147 | 9 months from the end 12 months from the end of financial year in
of financial year in which which notice u/s 148 was served on or after 1st
notice u/s 148 was served. April, 2019.

Fresh assessment in | 9 months from the end 12 months from the end of financial year in
respect to order u/s | of financial year in which which order u/s 254/263/264 is received in
25412631264 order u/s 254/263/264 is the FY 2019-20 onwards.

passed.
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INDIRECT TAX

USTOMS DUTY

CY CHANGES

ate of BCD retained at 10%

ffecti eak rate of customs duty remains at 29.44%

OLLC G CHANGES WILL BE EFFECTIVE ON
N INANCE BILL:

of duty paid in excess by the importer before an order

rance of goods for home consumption to keep

of enrichment, where:

ent is evident from the bill of entry in the case of
f entl
yable eflected in the reassessed bill of entry
smel

s required for verification of self-

@ f rity lude authority for Advance Ruling as
d (o] Act.
' ance ings shall be the Authority for giving

the boses of the Customs Act. The Member
nue S e (Customs and Central Excise), shall be
be e Authority for the purposes of Customs
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Act.The pending applications before the Authority for Advance Rulings
(Central Excise, Customs and Service Tax) would be transferred to the
Authority so constituted under the Income-tax Act.

* The application fee for seeking advance ruling increased from rupees
two thousand five hundred to rupees ten thousand.

* The time of limit of six months within which Authority for Advance
Ruling shall pronounce its ruling.

* Penalty not exceeding fifty thousand to be levied in case of delay in
delivering of information in relation to conveyance that enters India
from the place outside India of the passenger and crew arrival manifest
before arrival in the case of an aircraft or a vessel and upon arrival
in the case of a vehicle; and passenger name record information of
arriving passengers in such form, containing such particulars, in such
manner and within such time as may be prescribed.

* Mandatory to file the bill of entry before the end of the next day
following the day (excluding holidays) on which the vessel or aircraft
or vehicle carrying the goods arrives at a customs station at which
such goods are to be cleared for home consumption or warehousing
and to provide for imposition of such charges for late presentation of
the bill of entry as may be prescribed.
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* The facility of storage extended to imported goods entered for
warehousing before their removal.

* Settlement commission can amend the order passed by it to
rectify any error apparent on face of records.

» Chapter Note (4) of Chapter 98 amended so as to remove the
non-applicability of headings 9803 and 9804 to goods imported
through courier service. Also, heading 9804 amended so as to
extend the classification of personal imports by courier, sea, or
land under this heading.

RATE MOVEMENT
The following changes will be effective from February 02, 2017
unless otherwise specified.

CHANGES IN THE BCD RATES ON SOME KEY ITEMS
ARE ENUNCIATED BELOW:
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RATE MOMENT (%) MOMENT RATE MOMENT (%) MOMENT

BASIC DUTY BASIC DUTY

RO membrane element for houschold type filters 7.5% 10% _“ Co-polymer coated MS tapes / stainless steel tapes for Nil 10% o

Liquefied Natural Gas % | 25% A i e cabln bt 1 s v it

o-Xylene 2.5% Nil v Nickel. 2.5% Nil -

%ﬁiﬁﬁ:ﬁg :jiicri):iT((?gPF}X)hahc AV S Quelined o o - MgO coated cold rolled steel coils [7225 19 90] for use 10% 5% D 4
in manufacture of CRGO steel, subject to actual user

2-Ethyl Anthraquinone [29146990] for use in manu- 7.5% 2.5% A 4 condition.

factu.re' of hydrogen peroxide, subject to actual user Hot Rolled Coils [7208], when imported for use in 12.5% 10% D

condition manufacture of welded tubes and pipes falling under

Clay 2 Powder (Alumax) for use in ceramic substrate for 7.5% 5% D 4 heading 7305 or 7306, subject to actual user condition.

catalytic convertors, subject to actual user condition Solar tempered glass for use in the manufacture of solar 5% Nil D 4

Vinyl Polyethylene Glycol (VPEG) for use in manufac- 10% 7.5% D 4 cells/panels/modules subject to actual user condition.

::l;fd(i)tfiggly Carboxylate Ether, subject to actual user Resin .and catalyst for manufacture of cast components 7.5% 5% D 4
for Wind Operated Energy Generators [WOEG],

Nylon mono filament yarn for use in monofilament long ~ 7.5% 5% D 4 subject to actual user condition.

line system for Tuna fishing, subject to certain specified All items of machinery required for fuel cell based 10% / 5% b 4

conditions power generating systems to be set up in the countryor | 7.5%

Vegetable tanning extracts, namely Wattle extract and 7.5% 2.5% v i?);iiﬂ;?tmﬂon R ) e

Myrobalan fruit extract
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All items of machinery required for balance of’
systems operating on biogas/ bio-methane/ by-prod-

uct hydrogen, subject to certain specified conditions.

All parts for manufacture of LED lights or fixtures,
including LED lamps, subject to actual user
condition.

All inputs for use in the manufacture of LED Driver
and MCPCB for LED lights or fixtures, including
LED lamps, subject to actual user condition.

Miniaturized POS card reader for m-POS (not
including mobile phones, or tablet computers),
micro ATM as per standards version 1.5.1, Finger
Print Reader / Scanner or Iris Scanner.

Parts and components for manufacture of miniatur-
ized POS card reader for m-POS (not including
mobile phones, or tablet computers), micro ATM
as per standards version 1.5.1, Finger Print Reader /
Scanner or Iris Scanner, subject to actual user
condition.

RATE MOMENT (%) MOMENT

BASIC DUTY

10% /
7.5%

Applicable
BCD

Applicable
BCD

Applicable
BCD

Applicable
BCD

CHANGES IN THE BCD RATES ON SOME KEY ITEMS ARE ENUNCIATED

BELOW:
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RATE MOMENT (%)

CVD

Parts/raw materials for manufacture of solar tempered
glass for use in solar photovoltaic cells/modules, solar
power generating equipment or systems, flat plate solar
collector, solar photovoltaic module and panel for water
pumping and other applications, subject to actual user
condition.

Resin and catalyst for manufacture of cast components
for Wind Operated Energy Generators [WOEG],

subject to actual user condition.

All items of machinery required for fuel cell based
power generating systems to be set up in the country or
for demonstration purposes, subject to certain specified
conditions.

All items of machinery required for balance of systems
operating on biogas/ bio-methane/ by-product hydro-
gen, subject to certain specified conditions.

Membrane Sheet and Tricot / Spacer for use in manu-
facture of RO membrane element for household type
filters, subject to actual user condition.

All parts for manufacture of LED lights or fixtures, Applicable
including LED lamps, subject to actual user condition. CVD

Silver medallion, silver coins having silver content not Nil
below 99.9%, semi- manufactured form of silver and
articles of silver.

MOMENT
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Changes in the SAD rate on some key items are enunciated below:
For Biirw * Goods imported for petroleum and coal bed methane operations
RATE MOMENT (%) L EREFOG

) MOMENT under beneficial notification of Customs, no longer required for the

From o said purpose are being allowed to be disposed of on payment of

(30 june 2017 _ g applicable customs duties or excise duty, on the depreciated value
. calculated as per straight line method (subject to depreciated value

Populated Printed Circuit Boards (PCBs) for the i not being less than 30% of the original value) of such goods.

manufacture of mobile phones, subject to actual user

condition. 7w . * EOU units eligible to import or procure raw material/inputs at

other concessional/nil rate of BCD, Excise duty/CVD/SAD as the

Resin and catalyst for manufacture of cast com-
case may be, provided they fulfill all the conditions for being eligible

ponents for Wind Operated Energy Generators
[WOEG], subject to actual user condition ;. 4 to such concessional duty in respect of excisable goods produced/

manufacture by an EOU and clear to DTA if imported are either non-
excisable or leviable to Nil BCD and CVD.

EXCISE DUTY

Change in rates of export duty

RATE MOMENT (%)
SAD MOMENT POLICY CHANGES

_To PEAK RATE OF EXCISE DUTY RETAINED AT 12.5%
(30 june 2017 The following changes will be effective on enactment of Finance Bill:

From

Other aluminium ores, including laterite i * Definition of authority to include authority for Advance Ruling as constituted under
Income Tax Act.
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* The pending applications before the Authority for Advance Rulings (Central Excise,
Customs and Service Tax) would be transferred to the Authority so constituted under
the Income-tax Act.

* The application fee for seeking advance ruling increased from rupees two thousand five
hundred to rupees ten thousand.

* The time of limit of six months within which Authority for Advance Ruling shall
pronounce its ruling.

* Settlement commission can amend the order passed by it to rectify any error apparent
on face of records.

* Proviso inserted under Central Excise Rules to provide for time limit of 3 months
[further extendable by 6 months] for granting remission of duty.

* Proviso inserted to provide for a time limit of three months [further extendable by 6
months] for approval of requests regarding transfer of CENVAT credit on shifting, sale,
merger, etc. of the factory.

RATE MOVEMENT

The following changes will be effective from February 02,2017 unless otherwise specified.

CHANGES IN THE EXCISE DUTY ON SOME KEY ITEMS ARE
ENUNCIATED BELOW:
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RATE MOMENT (%)

BASIC DUTY

Solar tempered glass for use in solar photovoltaic cells/ Nil
modules, solar power generating equipment or systems,

flat plate solar collector, solar photovoltaic module and

panel for water pumping and other applications, subject

to actual .

Parts/raw materials for manufacture of solar tempered
glass for use in solar photovoltaic cells/modules, solar
power generating equipment or systems, flat plate solar
collector, solar photovoltaic module and panel for water
pumping and other applications, subject to actual user
condition.

Resin and catalyst for manufacture of cast components 12.5%
for Wind Operated Energy Generators [WOEG], subject
to actual user condition.

All items of machinery required for fuel based power
generating system to be set up in the country or for
demonstration purpose.

All items of machinery required for balance of systems
operating on biogas/ bio-methane/ by-product hydrogen.

Membrane Sheet and Tricot / Spacer for use in manufac-
ture of RO membrane element for household type filters,
subject to actual user condition.

MOMENT
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RATE MOMENT (%) MOMENT RATE MOMENT (%) MOMENT
BASIC DUTY BASIC DUTY

Rs.3755 per Rs.4006 per

All parts for manufacture of LED lights or Applicable duty 6% Cigarettes of tobacco substitutes
: thousand thousand

fixtures, including LED lamps, subject to

actual user condition. Cigarillos of tobacco substitutes
12.5% or Rs.3755 12.5% or

Miniaturized POS card reader for m-POS Applicable duty Nil per thousand, Rs.4006 per
(not including mobile phones, or tablet whichever is thousand,
computers), micro ATM as per standards higher

version 1.5.1, Finger Print Reader / Scan- Oihes ef ihases silsstmies
ner or Iris Scanner.

12.5% or Rs.3755 12.5% or
per thousand, Rs.4006 per

Parts and components for manufacture of Applicable duty Nil whichever is thousand,
miniaturized POS card reader for m-POS higher
(not including mobile phones, or tablet
computers), micro ATM as per standards Pan Masala 6% 9%
version 1.5.1, Finger Print Reader / Scan-
ner or Iris Scanner, subject to actual user “
condition.

12.5% or 12.5% or o
Cigar and cheroots Rs3755 per | Rs 4006 per _ RETROSPECTIVE AMENDMENT

thousand, idhereming W.ef January 01,2017 excise duty reduced to 12.5% ( as against present

rate of 27%) on motor vehicles for transport of more than |3 persons
falling under tariff items 8702 90 21 to 8702 90 29 of the First Schedule to

Cigarillos 12.5% or 12.5% or the Central Excise Tariff Act.
Rs.3755 per  Rs.40006 per

thousand, thousand,
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SERVICE TAX

No change in Service tax rate and cess.

THE FOLLOWING CHANGES WILL BE EFFECTIVE FROM
FEBRUARY 02,2017

* Exemption from service tax provided in respect of the amount of
viability gap funding (VGF) payable to the selected airline operator for
the services of transport of passengers, with or without accompanied
belongings, by air, embarking from or terminating in a Regional
Connectivity Scheme (RCS) airport, for a period of one year from the
date of commencement of operations of the Regional Connectivity
Scheme (RCS) airport.

*» Exemption for services provided by the Indian Institute of Management
to their residential students undergoing two year full time Post
Graduate Programmes in Management for the Post Graduate Diploma
in Management, to which admissions are made on the basis of CAT, has
also been extended to other than residential students

THE FOLLOWING CHANGES WILL BE EFFECTIVE ON
ENACTMENT OF FINANCE BILL:

* Services by way of carrying out any process amounting to manufacture
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or production of goods excluding alcoholic liquor for human
consumption”, has been omitted from the negative list and provided
for under the general exemption notification under the Act.

» Service tax (Determination of Value) Rules amended w.ef
01.07.2010 to make clear that value of service portion in execution
of works contract involving transfer of goods and land or undivided
share of land, shall not include value of property in such land or
undivided share of land .

* Value for the purpose of reversal of common input tax credit on
inputs and input services used in providing taxable services and
exempted services by banks and financial institutions including non-
banking financial companies engaged in providing services by way
of extending deposits, loans or advances shall not include the value
of service by way of extending deposits, loans or advances against
consideration in the form of interest or discount as per Rule 6 of
Cenvat Credit Rules.

* Retrospection exemption provided for one time upfront amount
paid/payable for grant of long-term lease of industrial plots (30
years or more) by State Government industrial development
corporations/undertakings to industrial units from Service Tax.



SECTORWISE IMPACT

SECTOR
OT HE Rs PARTICULARS IMPACT

Banking Sector Big infrastructure spending push, boost to affordable Positive
housing and a fiscal deficit target of 3.2% of GDP
came as a big boost to the banking sector
A tax concession on provisions for bad loans also
came as a relief for Indian banks which are struggling
with gross non-performing assets of around Rs6.7
trillion.

Taxable services involving import of technology subject to full service
tax along with cesses as applicable to such taxable services, owing to
Research and Development Act, 1986 being repealed.

Infrastructure Government to invest almost Rs4 trillion in the Positive
next fiscal in creating and upgrading infrastructure;
railways gets largest-ever allocation at Rs1.31 trillion
Govt trying to expand airport capacity over next 10-
15 years, with participation of private sector.

Agricultural Pledges a record agricultural credit of Rs10 trillion by Positive
the fiscal year through March 2018; Rs48,000 crore
allocated for its rural job guarantee program; electrifi-
cation of villages.

Real Estate Proposes extension of affordable housing program to Positive
five years; gives the sector infrastructure status. Plans
to also lower holding period for taxing capital gains
on sale of immovable property to two years from
three.

Retail Proposed cutting the tax rate for people with income Positive
of between Rs2,50,000 and Rs5,00,000 to 5% from

Breaking Down
the 2017 Union Budget

R.N.MARWAH & CO. LLP



33

SECTOR

Pharma

Cigarette

Cement

Engineering

Refineries

Textiles

PARTICULARS

10%, leaving more cash in the hands of consumers
to spend more on toiletries, household goods, cars
and two-wheelers.

As part of the rural focus, government proposes to
amend rules governing pharmaceuticals to help lower
prices, make healthcare affordable and encourage
generics.

Govt hikes excise duty on various lengths of ciga-
rettes by 2.5% & 6%

Government allocated Rs 3.96 lakh cr for infrastruc-
ture

Government proposes to invest Rs 1.31 lakh cr in
railways in 2017-18

Government cuts basic customs duty on LNG to

2.5% from 5%

Government proposes carry-forward of MAT to 15
years from 10 years
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IMPACT

Negative

Negative

Positive

Positive

Positive

Positive

FDI POLICY

IBERALISATION OF FDI POLICY

nvestment Promotion Board to be abolished in 2017-18;

ion of FDI policy is under consideration.
RE S

\W'S ORMS
cive ur environment, legislative reforms will
simp ationalise and amalgamate the existing
od (i) wages; (ii) industrial relations; (i)
elfa d (iv) safety and working conditions.

S OR REFOMS AND

| Xpe mittee for integration of spot market
arket

estri on illicit deposit schemes




RNM BUDGET HIGHLIGHTS

* New mechanism of Arbitration to be introduced.

* A Computer Emergency Response Team for our
Financial Sector (CERT-Fin) will be established.

* Revised mechanism and procedure to ensure
time bound listing of identified CPSEs on stock
exchanges.

« Listing of the shares of Railway PSEs like IRCTC,
IRFC and IRCON.

* A new ETF with diversified CPSE stocks and
other Government holdings will be launched in
2017-18.

MISCELLANEOUS

* Introduction of Referral Bonus Scheme for
individuals and a Cashback Scheme for
merchants in BHIM APP.

* Launching ofAadhar Pay, a merchant version of
Aadhar Enabled Payment System.

* A Mission will be set up with a target of 2,500
crore digital transactions for

2017-18 through UPI, USSD, Aadhar Pay, IMPS and
debit cards.
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* A proposal to mandate all Government receipts
through digital means, beyond a prescribed limit, is
under consideration

* Banks have targeted to introduce additional |0
lakh new POS terminals by March 2017.They will
be encouraged to introduce 20 lakh Aadhar based
POS by September 2017.

¢ Creation of Payments Regulatory Board in

place ofBoard for Regulation and Supervision of
Payment and Settlement Systems.

* The Government e-market place which is now
functional for procurement of goods and services
* To utilise the Head Post Offices as front offices
for rendering passport services.

* To rationalise the number of tribunals and merge
tribunals wherever appropriate.

* To ensure transparency in electoral funding, cash
donation limit fixed to Max. of Rs.2,000/- from one
person and amendment proposed in Reserve Bank
of India Act to enable the issuance of electoral
bonds in accordance with a scheme that the
Government of India would frame in this regard.
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TRY WISE IMPACT

IMPACT/
SECTOR ANALYSIS REMARKS

AGRICULTURE * The target for agriculture and allied credit is set at
Rs. 10 trillion.
e PradhanMantriFasalBimaYojana, a key crop-in-
surance scheme, attracted an outlay of Rs. 90 bil-
lion, compared with the FY17 revised estimate of
Rs. 132 billion.
¢ The allocation to PradhanMantriKrishiSinchaiYo-
jana is up 71% at Rs. 34 billion, compared with the
FY17 estimate. Also, the total corpus of NABARD’s
Long Term Irrigation Fund will be doubled to Res.
400 billion. A new micro-irrigation fund with a cor-
pus of Rs. 50 billion will be set up.
* A model law on contract farming will be prepared
and circulated among the states for adoption. Ad-
ditionally, states would be urged to denotify perish-
ables from APMC.
e New mini labs will be established in all 648
KrishiVigyanKendras for soil testing.
e The coverage of National Agriculture Market (e-
NAM) will be increased from 250 Agricultural Pro-
duce Market Committees (APMCs) to 585, with an
assistance of Rs 7.5 million for each e-NAM.

Positive
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segment (excl. power) up 9.8% to Rs. 4.2 trillion.

AUTOMOBILES e Increase allocation of 24% to rural and allied Positiv o : :
. . . Positive Total outlay towards national highways at Rs. 1.24
sectors through higher agricultural credit, Mahatma i ’ o - orevious fecal’s revi
- . . s > - trillion, up by 11.1% over previous fiscal’s revised
Gandhi National Rural Employment Guarantee eri e
SO 7 estimates.
Act, and initiatives such as crop insurance scheme,
national agriculture marketing, etc. The higher al- - : . -
h 5 o S B e * Affordable housing to be accorded infrastructure
location also includes long term irrigation projects —
as well as continued support to PradhanMantri )
Gram SadakYojna. o ) .
FINANCIALS * Rs. 100 billion capital support to public sector Positive
. . , . (B banks (PSBs) in FY18.
e Personal income tax rate cut from 10% to 5% for banks ( ) Y18
Rs. 2.5-5.0 lakh income bracket. o ) R ) o
* Listing and trading of security receipts issued by a
: : : securitisation or reconstruction company under the
* Railways to implement end-to-end integrated :t?{l‘[\l};l‘) \( . L:Ol e (;) E L Y Ul dovien:
2 . - . S AESI Act in Sebi-registered stock exchanges to
transport solutions for select commodities via g ) ! u, ebi-reglsterec el SE ( IS
. e deal with banks’ non-performing assets (NPAs).
partnership with logistics players. 5
- - g e Infrastructure status to affordable housing to facili-
¢ Corporate tax for small enterprises (turnover <Rs. l & 11&.m e status to affordable hou t"r c
. O i R tate higher investments. Income tax exemption for
500 million) cut to 25%. s R . :
developers of affordable housing with a carpet area
of 30 and 60 square metres in the four metros and
- ° Pradh. i AvoacVaiana (PAAV) - e rocrertioaly e “ivileoii area of
CEMENT PradhanMantriAwasYojana (PMAY) allocation Positive non-metros, respectively, instead of built-up area of

increased by 39% to Rs. 290 billion.

* Allocation from Ministry of Rural Development
increased by 10% to Rs. 1.05 trillion in FY18.

¢ [nvestments to cement intensive i[][};lSLILICLLlI'C

30 and 60 square metre.

* Banks’ disbursement target doubled to Rs 2,440
billion for FY18 from Rs 1,220 billion for FY17
under the PradhanMantri Mudra Yojana.
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SECTOR

IMPACT/
ANALYSIS REMARKS

* Refinancing of individual housing loans of up to
Rs. 200 billion in 2017-18 by National Housing
Bank.

* Banks will be eligible for tax deduction of 8.5%
(7.5% earlier) of total gross income to provide for

SECTOR

IMPACT/
ANALYSIS REMARKS

to be eliminated by 2020.
* At least 25 stations to be awarded via the public-
private partnership route during FY18.

* All coaches to be fitted with bio-toilets by 2019.

bad and doubtful debts. <
. £ 6T . OIL & GAS * Reduction in basic customs duty on liquefied o
* Bills to curtail illicit deposit schemes and confis- ol eas (LNG) from 5% to 2.5% Positive
cate the assets of economic offenders. nagurall gas ( Hiom 5% 012.5%:
¢ Creation of anintegrated PSU oil major.
INFRASTRUC- ROIZD S: p onal hi dh Positive ' * Increase in strategic reserves to 15.33 MT from 5
TURE Ll gt ST 0L e Faonel i s e i MT by installing new caverns to store crude oil at
National Highways Authority of India (NHAI) has Orissa and Raiasthan
been increased by 24% and 59%, respectively, over )
the revised estimates of FY17.
* Budgetary support to the rural road scheme,
the PradhanMantri Gram SadakYojana, has been HEALTHCARE * Expenditure on healthcare hiked by 23%. Neutral

maintained at Rs. 190 billion.

RAILWAYS:

* Investment outlay of Rs. 1.31 trillion for FY18.
* Budgetary allocation of Rs. 550 billion for FY18.
* New safety fund of Rs. 1 trillion to be spent over
a period of five years.

* Unmanned level crossings on broad-gauge lines

* An action plan to eliminate kala-azar and filariasis
by 2017; leprosy by 2018; measles by 2020 and
tuberculosis (TB) by 2025.

¢ Two new All India Institutes of Medical Sciences

(AIIMS) to be set up in Jharkhand and Gujarat.
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SECTOR

REAL ESTATE

IMPACT/
ANALYSIS REMARKS

* Strengthen secondary and tertiary healthcare by
creating 5,000 additional postgraduate (PG) seats
(per annum) to ensure adequate availability of
specialist doctors

e Affordable housing receives infrastructure status. Positive

e Allocation to PradhanMantriAwasYojana (PMAY)
increased from Rs.200 billion to Rs. 290 billion.

* Allocation of Rs. 200 billion to National Housing
Bank for refinancing individual loans.

* Under the scheme for profit-linked income tax
deduction for promotion of affordable housing,
instead of built-up area, carpet area will be consid-
ered — 30 sq m limit will apply to housing within
municipal limits of four metropolitan cities, and 60
sq m to rest of the country. The period for complet-
ing an affordable housing project under the scheme
has also been increased from three to five years.

* For developers for whom constructed buildings
are stock-in-trade, tax on notional rental income
will only apply after one year, from the end of the
year in which completion certificate is received.
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SECTOR

TEXTILE

ANALYSIS

¢ Holding period for immovable assets reduced
from three to two years; for long-term capital gains,
indexation year changed from 1981 to 2001.

e For joint development agreements (JDA) signed
for property development, liability to pay capital
gains tax will arise in the year the project is com-

pleted.

¢ Persons holding land on June 2, 2014, the date on
which the state of Andhra Pradesh was reorganised,

and whose land is being pooled for creation of capi-
tal city of Andhra Pradesh by the state government,

will be exempted from capital gains tax.

* Restriction to set off loss from house property
against income under any other head during the
current year set at Rs. 0.2 million. A loss, not so
adjusted, would be allowed to be carried forward to
offset house property income for eight assessment
years.

© Tax rate for SMEs (of annual turnover up to Rs. 50
crore in 2015-16) reduced to 25% from 30%.

e Allocation to textile sector remains relatively un-
changed, Rs. 6,226 crore in 2017-18 from Rs. 6,286

IMPACT/
MARK

Neutral




RNM BUDGET HIGHLIGHTS

SECTOR ANALYSIS

crore in 2016-17; lesser allocation for both Amended
Technology Upgradation Fund Scheme (ATUES)

and cotton procurement is offset by higher allocation
for the Textile Package announced on June 22, 2016.

SME e Allocation to the MSME (micro, small and
medium enterprises) segment increased to Rs. 6,482
crore for FY18. In FY17, it was revised up from Rs.
3,465 crore to Rs. 5,463 crore.

¢ Tax rate for MSMEs with a turnover of less than
Rs. 50 crore in FY16 has been cut from 30% to
25%.

* SIDBI to refinance credit institutions that give
unsecured loans to SMEs.

o Special schemes for creating employment in leather
and footwear industries to be unveiled; however,

more details are awaited.

* Vocational courses for skill development to be
provided at a cost of Rs. 2,200 crore.
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IMPACT/
REMARKS

Positive

OFFICES

HEAD OFFICE:
Mr. U.N. Marwah,
Managing Partner

4/80, Janpath
New Delhi-1100 01
(India)

Tel: +91-11-43192000
Fax: +91-11-43192021
E-mail: rnm@rnm.in

BRANCH OFFICE.:
Mr. Rathna Kumar
813 Oxford Towers,
139 Airport Road,
Bangalore-560 008
E-mail: bangalore(@rnm.in

AFFILIATE OFFICES:

Mumbai
Mr. AshishBairagra,
F11, 3rd Floor, ManekMahal,
90 Veer Nariman Road,

Chennai
Mr. Ashok Deora
SF 6, Golden Enclave,
184 Poonamallee High Road,
Chennai- 600 010
Tel: + 91 44 4217 8153,
+ 91 44 2641 5805
Fax : + 91 44 2641 5805
E-mail: ashok@rnm.in

Mauritius
Mr. KamalHawabhay,
365 Royal Road Rose Hill, Mauritius
Tel : + 230 4542110
Fax : + 230 4549671
E-mail: kamal@rnm.in

Hong Kong
Mr. Raymond Choi
3705 Bank of America Tower
12 Harcourt Road
Central Hong Kong
Tel: +852 2115 9878
Fax: +852 2115 9818
E-mail: raymond@rnm.in






