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F O R E W O R DFOREWORD

In the Indian spring of 2015 the MODI’s Budget has zoomed in the background of renewed hope in the Indian economy. 

The budget 2015 has tried to strike a balance between the great expectations of Indian corporate and the great needs 

of common man. It is no way a populist budget but seems to be futuristic.

Indian regulatory environment has been buzzing since last two years, the focus being bringing the regulatory landscape 

in-sync with international regulatory environment, some of the new regulatory up-gradations have been new Indian 

Accounting Standards (converged with IFRS), proposed tax computation standards, new company law 2013, new 

service tax & excise audit regulations issued by CBEC and land mark reform of GST being introduced, considering such 

major changes it is safe to say India has unleashed itself in the new era of development.

This budget has brought in the renewed focus on infrastructure, financial markets, agriculture, education, health care, 

monetising gold, safety of women, good governance, tourism, environment, digital India, skill development and social 

security. It has tried to provide measures to ease business and encourage foreign investment by laying a road map and 

vision for the future. Measures such lower corporate tax rate from 30 % to 25% over four years, clarifying permanent 

establishment status for fund managers in India, defining new social security framework in India are revolutionary in 

nature, which if implemented carefully can make India a favourable country to do business in and more over improve 

the quality of life in India.

Budget has also encouraged entrepreneurship by proposing to create a Micro Units Development Refinance Agency 

(MUDRA) Bank,  with a corpus of `20,000 crore, and credit guarantee corpus of `3,000 crore. Government is also in 

process of establishing an electronic Trade Receivables Discounting System (TReDS) financing of trade receivables of 

MSMEs, from corporate and other buyers, through multiple financiers.  This should improve the liquidity in the MSME 

sector significantly.  

Budget 2015 also speaks about bankruptcy law reform that brings about legal certainty and speed and has been 

identified as a key priority for improving the ease of doing business. 

Budget proposes to utilize the vast Postal network with nearly 1,54,000 points of presence spread across the villages of 

the country in order to increase the access of the people to the formal financial system.

Budget has also brought in proposals of stringent penal provisions and new law for black money of Indian tax residents 

both abroad and in India
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To sum it up, its aptly put in Hindi by the finance minister in his speech “Kuch to phool khilaye humne, aur kuch 

phool khilane hai, Mushkil yeh hai bag me ab tak, kaante kai purane hai”. Loosely translated in English as “We have 

brought few new flowers in the garden, there are still few flowers to come in future, the only problem is that there are 

still old thorns to cater”.

Hope you enjoy reading our analysis of Budget 2015.

Happy reading!!

Team J P Chawla & Co.

Main Partners contact email:

rajatchawla@jpc.co.in

jpchawla@jpc.co.in

richajuneja@jpc.co.in
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ECONOMIC OUTLOOKECONOMIC OUTLOOK

Indian economy has shown positive recovery signs since 

last budget of 2014. In November, 2012, CPI inflation, 

stood at 11.2%, the current account deficit by the first 

quarter of 2013-14 had reached 4.6% of GDP, and 

normal foreign inflows until March 2014 were $15 billion. 

Compared to which the latest CPI inflation rate is 5.1%, 

and the wholesale price inflation is negative; the current 

account deficit for this year is expected to be below 1.3% 

of GDP; based on the new series, real GDP growth  is 

expected to accelerate to 7.4%, making India the fastest 

growing large economy in the world; foreign inflows since 

April 2014 have been about $55 billion, so that our foreign 

exchange reserves have increased to a record $340 

billion; the rupee has become stronger by 6.4% against a 

broad basket of currencies; and India was the second-best 

performing stock market amongst the major economies.  

There has been a renewed interest from domestic and 

international investors. Growth in 2015-16 is expected to 

be between 8 to 8.5%.

The year 2014-15 has witnessed key policy reforms, 

aimed at aiding growth revival and surmounting the 

structural constraints in the economy. The policy action 

has combined the needs of short term economic 

management with focus on taming inflation and external 

sector imbalances with a medium to long-term vision for 

transformation and development, manifested in significant 

reforms aimed at rationalizing administered pricing 

policies in petroleum and natural gas, stirring infrastructure 

development and de-bottlenecking the economy with 

initiatives to unshackle land acquisition for development 

(along with rehabilitation requirements therein) and to 

ensure adequate availability of key inputs like coal and 

power. The growth agenda of the Government has been 

tethered to the revival of manufacturing, unleashed in the 

“Make in India”, initiative, accompanied by liberalization 

of foreign direct investment, a large array of investment 

facilitation measures and steps to improve saving. 

While Budget 2014-15 expounded the economic policy 

of the Government in a large measure, subsequent 

policy and legislative initiatives have been wedded to 

its development agenda. The Pradhan Mantri Jan Dhan 

Yojana, a landmark initiative combining opening of bank 

accounts with facilities of credit and insurance to those 

who stood excluded from the ambit of financial services 

so far. The Direct Benefit Transfer, linked to Aadhar, has 

progressed well with greater efficiency in the delivery of 

subsidies. The much-awaited Goods and Services Tax 

Constitutional Amendment Bill was introduced in the 

Parliament, and, in order to build trust between Union 

and States, the first tranche of Central Sales Tax (CST) 

compensation to be given during current financial year 

has been announced. 

The Expenditure Management Commission is looking into 

the requirements of expenditure reforms and will suggest 

ways to improve allocative efficiency. The Government 

has also launched an effective programme for divestment 

of Public Sector Undertakings. The government appears 

to be on track to achieve the targeted fiscal deficit to 

GDP ratio in 2014-15.There has been a durable decline 

in inflation both wholesale and consumer prices- in the 

recent months. The steep decline of international crude 

oil prices, combined with the tight monetary policy of 

the Reserve Bank of India (RBI) and the Government’s 

commitment towards fiscal prudence may have helped the 

decline in inflation. The current scenario of price stability 

and related expectations seems to have convinced the 

RBI, focused on a glide disinflationary path, on gradual 

monetary easing to support growth. The RBI has, in two 

successive announcements, reduced the repo rate by 25 
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basis points (to 7.75 percent) and SLR by 50 basis points 

(to 21.5per cent).

The year also witnessed lower volatility in the foreign 

exchange market with the rupee remaining relatively 

stable during 2014-15, as compared to 2013-14. Rupee 

which breached the level of `68 a dollar in August 2013 

stabilized around an average of `60.97 per dollar in 

2014 (January–December). The current account deficit 

remained at 1.9 per cent of GDP in the first half of 2014-

15. The net capital inflows increased to US$ 36.0 billion 

in April-September 2014-15 from US$ 16.3 billion in the 

corresponding period of 2013-14.

GDP Growth

As per the Advance Estimates released by the Central 

Statistics Office, the Indian economy is estimated to 

register a growth rate of 7.4 per cent in 2014-15, as 

compared to a growth of 5.1 per cent and 6.9 per cent 

respectively in 2012-13 and 2013-14. While the growth 

in industrial and services sectors improved significantly, 

growth in the agricultural sector, affected by a sub-

optimal monsoon, declined in 2014-15. The sectors that 

are estimated to record higher growth in 2014-15 include; 

manufacturing, construction, electricity, gas, water supply 

and other utility services, financial, real estate and 

professional services, public administration, defence and 

other services.

Growth rate of GDP in the first three quarters (April-

December 2014) of 2014-15 works out to 7.4 per cent, 

as against 7.1 per cent in the first three quarters of 2013-

14. Quarter-wise, the estimates for Q1, Q2 and Q3 of 

2014-15 are 7.0 per cent, 7.8 per cent and 7.5 per cent 

respectively.

From the demand side, the growth in final consumption 

expenditure at constant prices increased from 4.9 per cent 

in 2012-13 to 6.5 per cent in 2013-14 and is estimated to 

increase further to 7.6 per cent in 2014-15, as per the 

advance estimates. 

Agriculture

During the southwest monsoon season of 2014, the 

country received 12 per cent lower rainfall than the long 

period average (LPA). As per the 4th Advance Estimates, 

the production of food grains during 2013-14 is placed at 

264.77 million tonnes (rice at 106.54 million tonnes and 

wheat at 95.91 million tonnes) vis-a-vis 257.13 million 

tonnes in 2012-13 (final estimates). The production of 

 

 

5.1% 

6.9% 
7.4% 

8.5% 

0.0% 

1.0% 

2.0% 

3.0% 

4.0% 

5.0% 

6.0% 

7.0% 

8.0% 

9.0% 

2012-13 2013-14 2014-15 (AE) 2015-16 (AE) 

GDP Growth Rate (%) 

GDP Growth Rate (%) 

Corporation Tax 
20% 

Taxes on Income 
14% 

Customs 
9% 

Union Excise Duties 
10% 

Service Tax and 
other taxes 

9% 

Total Non Tax 
Revenue 

10% 

Non -debt capital 
receipts 

4% 

Borrowing and 
other liabilities 

24% 

WHERE THE RUPEE COMES FROM 



9www.jpc.co.in

pulses is estimated at 19.27 million tonnes, sugarcane 

at 350.02 million tonnes, oilseeds at 32.87 million tonnes 

and cotton at 36.59 million bales of 170 Kg each. As per 

the first advance estimates released by the Ministry of 

Agriculture on 19.09.2014, production of total kharif food 

grains during 2014-15 is estimated at 120.27 million tonnes 

compared to 129.32 million tonnes in 2013-14 and 117.18 

million tonnes in 2012-13. The flow of agriculture credit 

increased to `7,11,621 crore in 2013-14 in comparison to 

`6,07,375 crore in 2012-13 and ̀ 86,981 crore in 2003-04. 

The agriculture credit flow target for 2014-15 was fixed at 

`8,00,000 crore.

Prices

Headline WPI inflation moderated to 3.4 per cent in 

2014-15 (April-December) from 6 per cent in 2013-14 

due to lower food and fuel inflation. WPI food inflation 

(comprising primary food articles and manufactured food 

products), which remained high at 9.4 per cent during 

2013-14 moderated to 4.8 per cent in 2014-15 (April-

December) following sharp correction in vegetables prices 

since December 2013 (except March 2014), moderation 

in prices of cereals and ‘egg, meat & fish’. However, core 

(non-food manufactured products) inflation increased to 

3.2 per cent in 2014-15 (April-December) as compared to 

2.9 per cent during 2013-14.

Headline CPI Inflation as per the Consumer Price 

Index- New Series (with base year 2010) averaged 

6.8 per cent in 2014-15 (April-December) as against 

9.5 per cent in 2013-14. The CSO has revised the base 

year from 2010 to 2012 and released the revised series 

on 12 February 2015. CPI headline inflation in terms of 

the revised series stood at 5.1 per cent in January 2015

Industry and Services

The performance of key industrial sectors based on the 

Index of Industrial Production (IIP) reveals the reversal 

in trends of industrial production in 2014-15, which had 

slowed down since 2011-12. The factors constraining 

further growth acceleration in manufacturing sector 

include; high rate of interest, infrastructure bottlenecks 

and low domestic and external demand. In terms of 

use-based classification, basic goods and capital goods 

witnessed marked improvement in growth during April-

December 2014-15. While the growth in intermediate 

goods remained sluggish, the consumer goods contracted 

in April-December 2014-15, particularly due to contraction 

in consumer durables sector.

The growth in services sector accelerated from 8.0 

per cent in 2012-13 to 9.1 per cent in 2013-14. As per 

the advance estimates of CSO, the growth in services 

is increased further to 10.6 per cent in 2014-15. 

Sector-wise, trade, hotels, transport and communication 

services are estimated to grow by 8.4 per cent; financial, 

real estate and professional services by 13.7 per cent; 

and, public administration, defence and other services by 

9.0 per cent in 2014-15.

External Sector

After the initial phase of turbulence, the overall outcome 

for the external sector for 2013-14 was robust with lower 

trade and current account deficits and abundant financial 

flows resulting in accretion to foreign exchange reserves. 

This process continues through the current financial year 

as well. India’s merchandise exports (on customs 

basis) grew by 4.7 per cent year-on-year to reach 

a level of US $ 314.4 billion in 2013-14. During April-

January 2014-15, India’s exports grew 2.4 per cent and 

were valued at US $ 265.0 billion. India’s imports had 

declined by 8.3 per cent, year-on-year, to reach US$ 

450.2 billion in 2013-14. In 2014-15 (April-January), 

India’s import was US$ 383.4 billion, which implies an 

increase of 2.2 per cent over 2013-14 (April-January). 

This was composed of a decline of 7.9 per cent in imports 

of petroleum, oil and lubricants (POL) arising from the 
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moderation in global crude oil prices since July 2014 and 

a growth of 7.8 percent in non-POL imports (US$ 258.7 

billion). Within non-POL imports of gold and silver were 

higher by 8.0 per cent (year on year) in April-January, 

2014-15. As a result of the above development, trade 

deficit in April- January, 2014-15 was US$ 118.4 billion.

The data on Balance of Payments (BoP) for the current 

financial year 2014-15 is available only for the first six 

months. Trade deficit on BoP basis was US$ 73.2 billion 

in April-September 2014 as against US $ 83.8 billion in 

April-September 2013. With net invisibles surplus of US$ 

55.3 billion in the first half of 2014-15 (US$ 56.8 billion 

in the first half of 2013-14) current account deficit (CAD) 

was US$ 17.9 billion in April-September, 2014 as against 

US$ 26.9 billion in April-September, 2013.

In 2013-14 (April-September) financial (capital) flows 

were lower than the level of CAD leading to a reserve 

drawdown. However, in the first half of 2014-15 (April-

September), financial flows at US$ 36.0 billion exceeded 

CAD and there was an accretion to India’s foreign 

exchange reserves of US$ 18.1 billion. This resulted in 

a rise in the stock of foreign exchange reserves, which 

were placed at US$313.8 billion at end September, 2014. 

As some of the financial flows were debt creating, the 

total stock of external debt was US$ 455.9 billion at end 

September, 2014 as against a level of US$ 442.3 billion 

at end March 2014. The abundance of financial flows over 

the levels of CAD and the levels of reserve accretion had 

a bearing on the exchange rate movement of the rupee. 

The monthly average exchange rate of the rupee was 

in the range of `59.31 to `62.75 per US$ in the current 

financial year indicating relative stability.

On a month-on-month basis, the rupee depreciated by 

2.8 per cent from `61.01 per US dollar in March 2014 to 

`62.75 per US dollar in December, 2014. It appreciated 

somewhat to `62.23 per US dollar in January 2015.

Money, Banking and Capital Markets

Liquidity conditions have remained broadly balanced 

during 2014-15. Taking into account the high volatility 

in call market during July-August 2014, and in order to 

ensure flexibility and transparency in liquidity management 

operations, the RBI revised its liquidity management 

framework which came into effect from September 5, 

2014. The implementation of revised liquidity management 

framework helped in reducing volatility in the overnight 

interbank segment and anchoring the call rate near the 

policy repo rate better. 

The RBI has adopted the new Consumer Price Index 

(combined) as the measure of the nominal anchor 

(headline CPI) for policy communication. RBI kept the 

policy rates unchanged during this financial year till 

January 2015. In view of the continuing easing of 

inflationary pressures, on 15th January 2015, the 

RBI reduced the policy repo rate under the liquidity 

adjustment facility from 8.0 per cent to 7.75 per cent. In 

the latest bi-monthly policy statement announced by RBI 

on February 3, 2015, policy repo rate under the liquidity 

adjustment facility (LAF) has been kept unchanged at 

7.75 per cent; the cash reserve ratio (CRR) of scheduled 

banks unchanged at 4.0 per cent of net demand and time 

liabilities (NDTL).However, RBI reduced the statutory 

liquidity ratio (SLR) of scheduled commercial banks by 50 

basis points from 22.0 per cent to 21.5 per cent of their 

NDTL with effect from the fortnight beginning February 

7, 2015, and replaced the export credit refinance facility 

with the provision of system level liquidity with immediate 

effect as well.

Financial Inclusion

Pradhan Mantri Jan-Dhan Yojana (PMJDY) was launched 

on 28th August, 2014to achieve the objective of financial 

inclusion by extending financial services to the large 

hitherto unserved population of the country and to unlock 
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its growth potential. The Yojana envisages universal 

access to banking facilities with at least one basic banking 

account for every household, financial literacy, access to 

credit and insurance. The beneficiaries would receive a 

RuPay Debit Card having inbuilt accident insurance cover 

of `1 lakh. In addition, there is a life insurance cover of 

`30,000/- to those who open their bank accounts for the 

first time between 15th August 2014 and 26th January 

2015 and meet other eligibility conditions of the Yojana. 

As on 28th January 2015, 12.31 crore bank accounts 

have been opened, out of which 7.36 crore are in rural 

areas and 4.95 crore in urban areas.

Capital Market

During April-December 2014, resource mobilization 

through primary market exhibited mixed patterns with 

equity and debt issues declining and private placements 

increasing, on year-on-year basis. The number and 

value of private placements increased both in NSE and 

BSE during the period. The benchmark indices, BSE, 

Sensex and Nifty showed a general upward trend 

in the current year so far, closing at 27499.4 and 

8282.7 respectively as on December 31, 2014 with 

corresponding growth rates of 29.9 and 31.4 percent, 

year on year. The Indian indices are among the better 

performing indices in the World.

With the commencement of FPI Regime from June 1, 

2014, the erstwhile foreign institutional investors (FIIs), 

Sub Accounts and qualified foreign investors (QFIs) 

have been merged into a new investor class termed as 

“Foreign Portfolio Investors” (FPIs). The total net FPI 

inflows during April-December 2014 stood at US$ 32,943 

million compared to an outflow of US$ 539 million in the 

corresponding period of 2013-14.

Prospects

The first nine months of 2014-15 witnessed some major 

policy reforms in the subsidy regime; the modified direct 

benefit transfer scheme has been launched; the new 

domestic gas pricing policy has been approved and diesel 

prices have been deregulated. Expenditure Management 

Commission has been constituted to look into various 

aspects of expenditure reforms to achieve the goal 

of fiscal consolidation. It will review the allocative and 

operational efficiencies of Government expenditure to 

achieve maximum output.

In view of the positive indications emanating from the 

Government’s commitment to reforms, favourable 

situation on account of the reduced international prices 

of oil and benign inflationary outlook which could 

provide room to RBI for easing the monetary policy, the 

prospects for growth in 2015-16 appear bright. While 

the industrial sector is gradually capturing momentum, 

all major segments of services sector are growing at a 

robust pace. The growth in domestic consumption has 

picked up; investment is expected to strengthen on the 

back of the reforms and facilitation measures undertaken 

by the Government, buoyant foreign capital inflows and 

improving business optimism in the economy. The major 

downside risk emanates from the global economy which 

is yet to attain sustained growth recovery. In the light of 

the above, assuming lower inflation, stable external sector 

and a normal monsoon, the rate of growth of the economy 

can be expected to be around 8.5 per cent during the year 

2015-16.
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BUDGET AT A GLANCE
Budget Estimates

Non-Plan expenditure estimates for the Financial Year are estimated at `13,12,200 crore. Plan expenditure is estimated 

to be `4,65,277 crore, which is very near to the R.E. of 2014-15. Total Expenditure has accordingly been estimated at 

`17,77,477 crore. The requirements for expenditure on Defence, Internal Security and other necessary expenditures 

have adequately provided in the budget  

Gross Tax receipts are estimated to be `14,49,490 crore.  Devolution to the States is estimated to be `5,23,958 crore.  

Share of Central Government will be `9,19,842 crore.  Non Tax Revenues for the next fiscal are estimated to be  

`2,21,733 crore.

With the above estimates, fiscal deficit will be 3.9 per cent of GDP and Revenue Deficit will be 2.8 per cent of GDP.  

BUDGET AT A GLANCE
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Budget at a Glance
Amount in Crores (in INR)

2013-2014

Actuals 
@

2014-2015

Budget 
Estimates

2014-2015

Revised 
Estimates

2015-2016

Budget 
Estimates

1 Revenue Receipts 1014724 1189763 1126294 1141575

2 Tax Revenue (net to centre) 815854 977258 908463 919842

3 Non-Tax Revenue 198870 212505 217831 221733

4 Capital Receipts (5+6+7) 544723 605129 554864 635902

5 Recoveries of Loans 12497 10527 10886 10753

6 Other Receipts 29368 63425 31350 69500

7 Borrowings and other liabilities 502858 531177 512628 555649

8 Total Receipts (1+4) 1559447 1794892 1681158 1777477

9 Non-Plan Expenditure 1106120 1219892 1213224 1312200

10 On Revenue Account of which, 1019040 1114609 1121897 1206027

11 Interest Payments 374254 427011 411354 456145

12 On Capital Account 87080 105283 91327 106173

13 Plan Expenditure 453327 575000 467934 465277

14 On Revenue Account 352732 453503 366883 330020

15 On Capital Account 100595 121497 101051 135257

16 Total Expenditure (9+13) 1559447 1794892 1681158 1777477

17 Revenue Expenditure (10+14) 1371772 1568111 1488780 1536047

18 Of Which, Grants for creation of Capital 
Assets 129418 168104 131898 110551

19 Capital Expenditure (12+15) 187675 226781 192378 241430

20 Revenue Deficit (17-1) 357048 378348 362486 394472

(3.1) (2.9) (2.9) (2.8)

21 Effective Revenue Deficit (20-18) 227630 210244 230588 283921

(2.0) (1.6) (1.8) (2.0)

22 Fiscal Deficit {16-(1+5+6)} 502858 531177 512628 555649

(4.4) (4.1) (4.1) (3.9)

23 Primary Deficit (22-11) 128604 104166 101274 99504

 (1.1) (0.8) (0.8) (0.7)
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DIRECT
TAX  PROPOSALS
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DIRECT TAX PROPOSALS
1) Tax Rates:

	No change in rate for domestic companies: 

30% (Proposal for phased reduction of 

Corporate tax rates from 30% to 25% and 

phased elimination of exemptions over the 

next 4 years which will lead to higher level of 

investment, higher growth and more jobs).

 Domestic Companies

	For domestic companies having total income 

chargeable to tax under section 115JB (Minimum 

Alternate Tax): 18.50%.

	Surcharge has been increased from 5% to 7% 

on tax payable where total income exceeds 

one crore rupees but does not exceed ten crore 

rupees.

	For income exceeding ten crore rupees, surcharge 

has been increased from 10% to 12 %.

	‘Education Cess’ at the rate of 2%, and ‘Secondary 

and Higher Education Cess’ on income tax at the 

rate of one per cent, on income tax inclusive of 

surcharge.

	The surcharge of 10% (increased to 12% 

for financial year 2015-16) in all other cases 

(including sections 115-O, 115QA, 115R or 

115TA) shall be levied.

 Foreign Companies

	No change in rate for foreign companies: 40%

	For foreign companies having total income 

chargeable to tax under section 115JB (Minimum 

Alternate Tax): 18.50%.

	Surcharge @ 2% (no change for financial year 

2015-16) on tax payable shall be levied where 

total income exceeds one crore rupees but 

does not exceed ten crore rupees. For income 

exceeding ten crore rupees, surcharge shall be 

5% (no change for financial year 2015-16).

	‘Education Cess’ at the rate of 2%, and ‘Secondary 

and Higher Education Cess’ on income tax at the 

rate of one per cent, on income tax inclusive of 

surcharge.

 Firm including Limited Liability Partnerships

	No change in rate of income tax on total income: 

30%

	Surcharge will be levied @ 10% (increased 

to 12% for financial year 2015-16) where total 

income exceed one crore rupees. 

	‘Education Cess’ at the rate of 2%, and ‘Secondary 

and Higher Education Cess’ on income tax at the 

rate of one per cent.

2) Additional Investment allowance for the State of 

Andhra Pradesh and Telangana

	It is proposed to insert Section 32AD to provide 

for an additional investment allowance @ 15% 

of the cost of new asset acquired and installed 

by an assessee during the period beginning on 

the 1st day of April, 2015 and ending before the 

1st day of April, 2020 in an undertaking setup for 

manufacture or production of any article or thing 

in any notified backward area in the States of 

Andhra Pradesh and Telangana. 

CORPORATE TAX
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	Further, an additional depreciation of 35% shall be 

available in respect of acquisition and installation 

of any new machinery or plant for the purposes of 

the said undertaking or enterprise. 

	Consequential amendment in second proviso to 

section 32(1) of the act for applying the existing 

restriction of the allowance to the extent of 50% 

for assets used for the purpose of business for 

less than 180 days in the year of acquisition and 

installation. However, the balance 50% of the 

allowance is also proposed to be allowed in the 

immediately succeeding financial year 

	These amendments will take effect from 1st April, 

2016 and will, accordingly, apply in relation to 

the assessment year 2016-17 and subsequent 

assessment years.

3) Rationalisation of Minimum Alternate tax(MAT) 

provisions

	Clause (iib) is proposed to be inserted in 

Explanation 1of Section 115JB to provide that 

the share of the income of a company, being a 

member of an AOP, shall not be liable to MAT. 

Corresponding expenditure incurred by the 

company in this regard, if any, shall, however, be 

added to the book profits in terms of clause (fa) to 

the Explanation. 

	Clause (iic) is proposed to be inserted in Explanation 

1 of section 115JB to provide that capital gains 

arising to Foreign Institutional Investors, from 

investment in prescribed securities shall not 

be liable to MAT. Corresponding expenditure 

incurred by the company in this regard, if any, 

shall, however, be added to the book profits in 

terms of clause (fb) to the Explanation. 

4) Taxation Regime for Real Estate Investment Trust 

(REIT) and Infrastructure Investment Trust (Invit) 

(Applicable from AY 2016-17).

	In respect of REITs and INViTs it is proposed to 

provide that the sponsor will be given the same 

treatment on offloading of units at the time of 

listing as would have been available to him if he 

had offloaded his shareholding of special purpose 

vehicle (SPV) at the stage of direct listing. 

	Further, the rental income arising from real estate 

assets directly held by the REITs is also proposed 

to be allowed to pass through and to be taxed in 

the hands of the unit holders of REITs 

	The REIT shall be liable to deduct tax on the 

rental income passed to the unit holders at 10 % 

for residents and the prescribed rates in force for 

Non-residents. 

5) Pass through status to Category 1 and Category 

II –Alternative Investment Funds

	With a view to streamline the taxation regime 

of Alternative Investment Funds(AIFs), it is 

proposed to provide pass through status to all 

the sub-categories of Category 1 and Category 

II AIFs governed by the regulations of Securities 

and Exchange Board of India(SEBI).

	AIF can be set up as a Trust, Company, Limited 

liability partnership and any other body corporate. 

	AIFs have been given the pass through status 

and the income earned by the unit holder out of 

investments made in the said AIF shall be taxed 

in his hands directly. 

	Any income earned by the AIF, other than income 

from Business and Profession, is exempt from 

tax. AIF is liable to pay tax on such Business 
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income at the normal rate of taxation as may be 

applicable. 

	The income earned by the unit holders by virtue 

of investment in the fund shall be deemed to be 

of the same nature as It had been received or had 

accrued or arisen to the investment fund. 

	AIF shall withhold income tax at the rate of 

10% on any income payable to the unit holder. 

However, the income received by AIF would be 

exempt from TDS. 

	Any loss arising to AIF shall not be passed 

through the unit holders and shall be carried 

forward to be set-off against income of the next 

year in accordance with Chapter VI of the Income 

Tax Act, 1961. 

	The provisions relating to Dividend Distribution 

Tax or Tax on Distributed income shall not apply 

to AIF. 

	It would be mandatory for AIF to file its return of 

Income, as may be prescribed. 

6) Prescribed conditions relating to maintenance of 

accounts, audit etc to be fulfilled by the approved 

in-house R&D facility

	In order to have a better and meaningful monitoring 

mechanism for weighted deduction allowed 

under section 35 (2AB) of the Act, it is proposed 

to amend the provisions of section 35(2AB) of 

the Act to provide that deduction under the said 

section shall be allowed if the company enters into 

an agreement with the prescribed authority for 

cooperation in such research and development 

facility and fulfills prescribed conditions with 

regard to maintenance and audit of accounts and 

also furnishes prescribed reports.

	It is also proposed to insert reference of 

the Principal Chief Commissioner or Chief 

Commissioner in section 35(2AA) and section 

35(2AB) of the Act so that the report referred 

to therein may be sent to the Principal Chief 

Commissioner or Chief Commissioner having 

jurisdiction over the company claiming the 

weighted deduction under the said section.

	These amendments will take effect from 1st April, 

2016 and will, accordingly, apply in relation to 

the assessment year 2016-17 and subsequent 

assessment years.

7) Cost of acquisition of a capital asset in the hands 

of resulting company to be the cost for which the 

demerged company acquired the capital asset

	It is proposed to amend sub-clause (e) of 

clause (iii) of sub-section (1) of section 49 of 

the Income-tax Act to include transfer under 

clause (vib) of section 47 and to provide that 

the cost of acquisition of an asset acquired by 

resulting company shall be the cost for which 

the demerged company acquired the capital 

asset as increased by the cost of improvement 

incurred by the demerged company.

	This amendment will take effect from 1st April, 

2016 and will accordingly apply, in relation to 

the assessment year 2016-17 and subsequent 

assessment years.
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DIRECT TAX PROPOSALS
1) Tax Rates:

 Individuals, Hindu undivided families, or every 

association of persons or body of individuals, 

whether incorporated or not, or every artificial 

juridical person etc.

	For persons other than those specified in 

items II and III below, the rates of income tax 

on total income shall be as follows:

For Financial year 2014-15 & 2015-16: No 

change

Income slab Rate of tax (AY 2016-17)

Upto `2,50,000 Nil

`2,50,001-5,00,000 10%

`5,00,001-10,00,000 20%

`10,00,001 and above 30%

	In the case of every individual, being a resident 

in India, who is of the age of sixty years or 

more but less than eighty years at any time 

during the previous year, the rates of income 

tax on total income shall be as follows:

For financial year 2014-15 & 2015-16: No 

change

Income slab Rate of tax (AY 2016-17)

Upto `3,00,000 Nil

`3,00,001-5,00,000 10%

`5,00,001-10,00,000 20%

`10,00,001 and above 30%

	In the case of every individual, being a resident 

in India, who is of the age of eighty years or 

more at anytime during the previous year

	For financial year 2014-15 & 2015-16: No 

change:

Income slab Rate of tax (AY 2016-17)

Upto `5,00,000 Nil

`5,00,001-10,00,000 10%

`10,00,001 and above 30%

Notes:

	Surcharge of 10% of income tax if net income 

exceeds 1 crore subject to Marginal Relief.

	Additional Surcharge of 2% of the income tax, 

where the net income exceeds 1 crore. 

	EC of 2% and SHE Cess of 1% is leviable on the 

amount of income tax and surcharge, if any. 

	Rebate under Section 87A continues for a 

resident individual (whose income does not 

exceed `5,00,000. The amount of rebate is 100% 

of income tax calculated before education cess or 

`2,000 whichever is  less.

2) Tax Deduction u/s 80C for the girl child under 

Sukanya Samridhi Account Scheme (Applicable 

from AY 2015-16)

	Investment made in the scheme will be eligible 

for deduction u/s 80C of the act

	Interest accruing on deposits and withdrawls from 

any account under the scheme would be exempt

	Deduction under this scheme shall be allowed to 

parent or legal guardian of girl child

PERSONAL TAXATION
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3) Deduction u/s 80D in respect of Health Insurance 
Premium (Applicable from AY 2016-17)

	Considering the rise in the cost of medical 
expenditure, it is proposed to  raise the limit of 
deduction from `15,000 to `25,000. 

	For Senior citizen limit of deduction to be raised 
from `20,000 to `30,000

	It is further proposed that medical expenditure in 
respect of a very senior citizen upto `30,000 shall 
also be allowed as deduction under section 80D.

4) Raising the limit of deduction u/s 80DDB 
(Applicable from AY 2016-17)

	As per Section 80DDB, deduction of `40,000 is 
allowed to an assessee being resident in India 
for the medical treatment of certain chronic and 
protracted diseases.

	The assessee shall now be required to obtain 
a prescription from a specialist doctor for the 
purpose of availing this deduction. 

	Further, it is also proposed to amend section 
80DDB to provide for a higher limit of deduction 
of upto `80,000 for the expenditure incurred in 
respect of the medical treatment of very senior 
citizen i.e. assessee over the age of 80 years.

5) Raising the limit of deduction u/s 80DD and 80U 
for persons with disability and severe disability 
(Applicable from AY 2016-17)

	The limit of deduction under section 80DD & 80U 
on account of medical treatment of a dependent 
suffering from disability raised from `50,000 to 
`75,000. In respect of a person suffering from 
severe disability the limit has been raised from 
`1,00,000 to `1,25,000.

6) Raising the limit of deduction u/s 80CCD 
(Applicable from AY 2016-17)

	To encourage people to contribute towards 
NPS, an additional deduction of `50,000 is 

proposed for contributions made by any individual 
assessee.

7) Enabling of filing of Form 15G/15H for payment 
made under Life Insurance Policy(Applicable 
from 01.06.2015)

	Proposal to amend the provisions of section 197A 
for making the recipients of payments referred 
to in Section 194DA also eligible for filing self 
declaration in Form 15G/15H for non-deduction 
of tax at source on payments made under Life 
Insurance Policy in terms of Section 194DA if the 
total income chargeable to tax is Nil.

8) Relaxation in requirement of obtaining TAN for 
certain deductors (Applicable from 01.06.2015)

	Proposal to amend the provisions of Section 
203A of the act so as to provide that requirement 
of obtaining and quoting of TAN shall not apply to 
notified deductors and collectors.

9) Scope of deduction u/s 80G widened

	100% deduction in respect of donations made 
to National fund for control of Drug Abuse 
(Applicable from AY 2016-17)

	100% deduction in respect of donation made 
to Swatch Bharat Kosh and Clean Ganga 
Fund(Applicable from AY 2015-16)

10) Details of total tax deductions referred above:

Deduction u/s 80C Rs.1,50,000

Deduction u/s 80CCD Rs.50,000

Deduction on account of 
interest on house property 

loan (Self occupied 
property)

Rs. 2,00,000

Deduction u/s 80D on 
Health insurance premium

Rs. 25,000

Exemption of transport 
allowance

Rs. 19,200

Total Rs. 4,44,200
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DIRECT TAX PROPOSALS
1) Implementation of General Anti Avoidance Rules 

(GAAR) has been deferred by 2 years. Investments 

made upto 31.03.2017 are proposed to be protected 

from the applicability of GAAR by amendment in the 

relevant rules in this regard. (Applicable from April 

1, 2015).

2) New law on black money to be introduced, few 

key features of new law on black money are:

	Evasion of tax in relation to foreign assets to have 

a punishment of rigorous imprisonment upto 10 

years, be no-compoundable, have a penalty rate 

of 300% and the offender will not be permitted to 

approach the Settlement commission

	Non-filing of return/filing of return with inadequate 

disclosures to have a punishment of rigorous 

imprisonment upto 7 years

	Undisclosed income from any foreign assets to 

be taxable at the maximum marginal rate

	Mandatory filing of return in respect if foreign 

asset

	Entities, banks, financial institutions including 

individuals all liable for prosecution and penalty

	Concealment of income/evasion of income in 

relation to foreign asset to be made a predicate 

offence

	Benami transactions (prohibitions bill) to curb 

domestic black money to be introduced .

3) As a measure to curb black money, amends 

Sec 269SS (w.e.f June, 2015) to provide that no 

person shall accept any loan or deposit or any 

sum of money, whether as advance or otherwise, 

exceeding `20,000, in relation to transfer of an 

immovable property otherwise than by an account 

payee cheque or account payee bank draft or 

by electronic clearing system through a bank 

account. Similarly, proposes amendment u/s 269T 

debarring repayment of such loan or deposit. Also 

proposes consequential amendments u/s 271D/E 

providing for levy of penalty in such cases. 

Abolition of Wealth Tax Act, 1957

Over the years, collection of Wealth tax has not shown 

any significant growth and has only resulted into 

disproportionate compliance burden on the assessees 

and administrative burden on the department. It is, 

therefore, proposed to abolish the levy of wealth 

tax under the Wealth-tax Act, 1957 with effect 

from the 1st April, 2016. It is also proposed that the 

objective of taxing high net worth persons shall be 

achieved by levying a surcharge on tax payer earning 

higher income as levy of surcharge is easy to collect & 

monitor and also does not result into any compliance 

burden on the assessee and administrative burden on 

the department. The details regarding levy of enhanced 

surcharge on this account are given above. It is also 

proposed that information relating to assets which is 

currently required to be furnished in the wealth-tax 

return shall be captured by suitably modifying income-

tax return.

This amendment will take effect from 1st April, 

2016 and will, accordingly, apply in relation to 

the assessment year 2016-17 and subsequent 

assessment years.

ANTI TAX AVOIDANCE MEASURES
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DIRECT TAX PROPOSALS
1) Taxation of Indirect transfer provisions

 Following amendments are proposed in the provisions 

of section 9 of the Act relating to Indirect transfer:-

	the share or interest of a foreign company or entity 

shall be deemed to derive its value substantially 

from the assets (whether tangible or intangible) 

located in India, if on the specified date, the value 

of Indian assets,-

 (a) exceeds the amount of ten crore rupees ; and

 (b) represents at least fifty per cent of the value 

of all the assets owned by the company or 

entity.

	value of an asset shall mean the fair market value 

of such asset without reduction of liabilities, if any, 

in respect of the asset.

	the specified date of valuation shall be the date 

on which the accounting period of the company 

or entity, as the case may be, ends preceding the 

date of transfer.

	 however, if the book value of the assets of the 

company on the date of transfer exceeds by at 

least 15% of the book value of the assets as on 

the last balance sheet date preceding the date 

of transfer, then instead of the date mentioned 

above, the date of transfer shall be the specified 

date of valuation.

	 the manner of determination of fair market value 

of the Indian assets vis-a vis global assets of the 

foreign company shall be prescribed in the rules.

	the taxation of gains arising on transfer of a 

share or interest deriving, directly or indirectly, its 

value substantially from assets located in India 

will be on proportional basis. The method for 

determination of proportionality are proposed to 

be provided in the rules.

	the exemption shall be available to the transferor 

of a share of, or interest in, a foreign entity if he 

along with its associated enterprises,

 (a) neither holds the right of control or 

management,

 (b) nor holds voting power or share capital or 

interest exceeding five percent of the total 

voting power or total share capital, in the 

foreign company or entity directly holding the 

Indian assets (direct holding company).

	in case the transfer is of shares or interest in 

a foreign entity which does not hold the Indian 

assets directly then the exemption shall be 

available to the transferor if he along with its 

associated enterprises,-

 (a) neither holds the right of management or 

control in relation to such company or the 

entity,

 (b) nor holds any rights in such company which 

would entitle it to either exercise control or 

management of the direct holding company 

or entity or entitle it to voting power exceeding 

five percent. in the direct holding company or 

entity.

INTERNATIONAL TAXATION
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	exemption shall be available in respect of any 

transfer, subject to certain conditions, in a 

scheme of amalgamation, of a capital asset, 

being a share of a foreign company which derives, 

directly or indirectly, its value substantially from 

the share or shares of an Indian company, held 

by the amalgamating foreign company to the 

amalgamated foreign company.

	exemption shall be available in respect of any 

transfer, subject to certain conditions, in a 

demerger, of a capital asset, being a share of 

a foreign company which derives, directly or 

indirectly, its value substantially from the share 

or shares of an Indian company, held by the 

demerged foreign company to the resulting 

foreign company.

	there shall be a reporting obligation on Indian 

concern through or in which the Indian assets 

are held by the foreign company or the entity. 

The Indian entity shall be obligated to furnish 

information relating to the off-shore transaction 

having the effect of directly or indirectly modifying 

the ownership structure or control of the Indian 

company or entity. In case of any failure on the 

part of Indian concern in this regard a penalty 

shall be leviable. The proposed penalty shall be-

 (a) a sum equal to two percent of the value of 

the transaction in respect of which such 

failure has taken place in case where such 

transaction had the effect of directly or 

indirectly transferring the right of management 

or control in relation to the Indian concern; 

and

 (b) a sum of five hundred thousand rupees in 

any other case.

	Applicable from AY 2016-17

2) Fund managers in India not to constitute business 

connection of offshore funds

	Permanent Establishment norms to be modified 

to encourage the Fund managers to relocate to 

India. 

	The proposed regime provides that in case of 

eligible investment fund, the fund management 

activity carried out through eligible fund manager 

acting on behalf of such fund shall not constitute 

business connection in India of the said fund. 

	Further, it is proposed that an eligible investment 

fund shall not be said to be resident in India, 

merely because the eligible fund manager 

undertaking fund management activities on its 

behalf is located in India. 

	Eligible Investment fund shall, in respect of its 

activities in a financial year, furnish within 90 days 

from the end of the financial year, a statement in 

the prescribed form to the Income tax authority 

containing information relating to fulfilment 

of prescribed conditions and information. On 

Non-furnishing of the prescribed information or 

document or statement, penalty of INR 5 Lakhs 

shall be leviable on the fund

3) Rate of tax on Royalty and fees for technical services 

in case of Non residents reduced from 25% to 10% 

to promote technology inflow (Applicable from April 1, 

2016).

4) Proposal to amend sub section (2) of section 295 of 

the act to empower the Central Board of Direct Taxes 

(CBDT) to prescribe rules for grant of relief in respect 

of taxes paid in foreign jurisdictions.

5) With a view to ensuring proper deduction of tax on 

payments made to non-residents, it is proposed to 

amend provisions of section 195 of the Income tax 
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act as to provide for enabling power to the CBDT 

for capturing information about prescribed foreign 

remittances which are claimed to be not chargeable 

to tax.

6) Clarity regarding Source Rule in respect of 

Interest received by Non-resident

	It is proposed to amend the Act to provide that, 

in the case of a non-resident, being a person 

engaged in the business of banking, any interest 

payable by the permanent establishment in 

India of such non-resident to the head office 

or any permanent establishment or any other 

part of such non-resident outside India shall be 

deemed to accrue or arise in India and shall 

be chargeable to tax in addition to any income 

attributable to the permanent establishment in 

India and the permanent establishment in India 

shall be deemed to be a person separate and 

independent of the non-resident person of which it 

is a permanent establishment and the provisions 

of the Act relating to computation of total income, 

determination of tax and collection and recovery 

would apply.

	Accordingly, the PE in India shall be obligated to 

deduct tax at source on any interest payable to 

either the head office or any other branch or PE, 

etc. of the non-resident outside India. 

	Further, non-deduction would result in 

disallowance of interest claimed as expenditure 

by the PE and may also attract levy of interest and 

penalty in accordance with relevant provisions of 

the Act.

	These amendments shall be effective from 1st 

April, 2016 and will, accordingly apply to the 

assessment year 2016-17 and subsequent 

assessment years.

7) Power of the Central Board of Direct Taxes 

to prescribe the manner and procedure for 

computing period of stay in India

	It is proposed to amend the Act to provide that in 

the case of an Individual, being a citizen of India 

and a member of the crew of a foreign bound ship 

leaving India, the period or periods of stay in India 

shall, in respect of such voyage, be determined 

in the manner and subject to such conditions as 

may be prescribed.

	This amendment will take effect retrospectively 

from 1st April, 2015 and will, accordingly, apply 

in relation to the assessment year 2015-16 and 

subsequent assessment years.

8) Penalty of `1,00,000 to be imposed for wrong 

or not furnishing correct particulars under Form 

15CA/CB as required u/s 195. 

9) Benefit of Lower WHT rate of 5% on External 

Commercial Borrowings (ECB) Loan taken by certain 

industry extending upto 1st July 2017. 

10) Residential Status of a Company in India 

	The definition of company resident in India’ has 

been amended to provide that any company 

incorporated outside India shall be regarded as 

a resident in India in a previous year if its place 

of effective management, at any time during the 

year, is in India. 

	Further, it is proposed to define the place of 

effective management to mean a place where 

key management and commercial decision that 

are necessary for the conduct of the business of 

an entity as a whole are, in substance made. 

	It is proposed that in due course, a set of guiding 

principles to be followed in determination of 

POEM would be issued for the benefit of the 

taxpayers as well as, tax administration. 
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D IRECT TAX PROPOSALS
1) Raising the threshold of Specified Domestic Transactions (SDT)

	In order to address the issue of compliance cost in case of small businesses on account of low threshold of INR 

5 Crores rupees, it is proposed to amend section 92BA of the act to provide that aggregate of specified domestic 

transactions entered into by the assessee in the previous year should exceed a sum of INR 20 Crores for such 

transaction to be treated as SDT

	Applicable from AY 2016-17

TRANSFER PRICING PROVISIONS
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DIRECT TAX PROPOSALS
1) Rationalization of provisions relating to deduction 

of tax on interest (other than interest on securities) 

	The definition of ‘time deposits’ widened so as to 

include recurring deposits within its scope for the 

purposes of deduction of tax under section 194A 

of the Act. 

	It is now proposed to amend the provisions of 

section 194A(3)(ix) to provide that deduction of 

tax under section 194A from interest payment 

on the compensation amount awarded by the 

Motor Accident Claim Tribunal compensation 

shall be made only at the time of payment, if the 

amount of such payment or aggregate amount of 

such payments during a financial year exceeds 

`50,000/-. 

	It is proposed to amend the provisions of the 

section 194A of the Act to expressly provide that 

the exemption provided from deduction of tax 

from payment of interest to members by a co-

operative society under section 194A(3)(v) ) of 

the Act shall not apply to the payment of interest 

on time deposits by the co-operative banks to its 

members. 

	Amendment will take effect from 1st June 2015.

2) Rationalization of provisions relating to Tax 

Deduction at Source (TDS) and Tax Collection at 

Source (TCS) 

	Section 192 has been amended to provide that 

the person responsible for making the payment 

shall for the purpose of estimating income of the 

assessee, or computing tax deductible, obtain 

from the assessee the evidence of proof or 

particulars of prescribed claims declared by the 

assessee. 

	It is now proposed to amend the provisions 

of section 200A of the Act so as to enable 

computation of fee payable under section 234E 

of the Act at the time of processing of TDS 

statement under section 200A of the Act. 

	Currently there does not exist any provision for 

allowing a collector to file correction statement 

in respect of TCS statement. It is, therefore, 

proposed to amend the provisions of section 

206C of the Act so as to allow the collector to 

furnish TCS correction statement. 

	It is further proposed to amend the provisions 

of section 195 of the Act to provide that the 

person responsible for paying any sum, whether 

chargeable to tax or not, to a non-resident, not 

being a company, or to a foreign company, shall 

be required to furnish the information of the 

prescribed sum in such form and manner as 

may be prescribed. In case of non-furnishing of 

information or furnishing of incorrect information 

under sub-section (6) of section 195(6) of the Act, 

a penalty of `1,00,000 shall be levied. 

	Amendment will take effect from 1st June 2015.

3) Simplification of Tax Deduction at Source (TDS) 

mechanism for Employees Provident Fund 

Scheme (EPFS) 

	In order to discourage premature withdrawl and 

to promote long term savings, it is proposed to 

insert a new provision in Act for deduction of tax at 

the rate of 10% on pre-mature taxable withdrawal 

WITHHOLDING TAX PROVISIONS
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from EPFS. However, to reduce the compliance 

burden of the employees having taxable income 

below the taxable limit, it is also proposed to 

provide a threshold of payment of `30,000/- for 

applicability of this proposed provision. 

	Option to file self-declaration in Form 15G/15H is 

also applicable. 

	Amendment will take effect from 1st June 2015.
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DIRECT TAX PROPOSALS
 y The aggregate receipt from such activity, do 

not exceed 20% of total receipts of the trust 

and the institution. 

5) It is proposed to exempt the income of Core 

Settlement Guarantee Fund established by Clearing 

Corporations as per mandate of Securities and 

Exchange Board of India (SEBI)

6) Proposal to amend the provisions of section 255 of 

the act so as to increase the monetary limit from INR 

5 Lakhs to INR 15 Lakhs for a case to heard by Single 

member bench of Income tax appellate Tribunal 

(ITAT)

7) Proposal to amend the provisions of Income tax act 

so as to provide tax neutratlity on transfer of units 

of scheme of Mutual Funds under the process of 

consolidation of schemed of Mutual fund as per SEBI 

Regulations, 1996

8) Proposal to amend the provisions of Income tax act so 

as to provide a mechanism to pre-empt the repetitive 

appeals by the revenue in the same assessee’s case 

on the same question of law year after year

9) With a view to rationalise the dispute resolution 

mechanism available to taxpayer in the form of 

Settlement Commission (SC), it is proposed to 

provide that while making an application to SC for 

an assessment year  which has been reopened by 

the Assessing Officer, the assessee can make an 

application for other assessment years in which the 

proceedings could be reopened provided the return of 

income for such assessment year has been furnished 

by the assessee.

1) Existing provisions of Section 194LD of the act provide 

for lower withholding of tax @ of 5% in case of interest 

payable at any time on or after 01.06.2013 but before 

01.06.2015 to Foreign Institutional Investors(FIIs) and 

QFIs on their investment in government securities 

and rupee denominated corporate bonds.

 However, it is proposed to provide that concessional 

rate of 5% WHT on interest payment will now be 

available on interest payable upto 30.06.2017. 

(Applicable from June 1, 2015)

2) Transport allowance exemption is being increased 

from INR 800 to INR 1600 per month

3) With a view to facilitating generation of employment, 

it is proposed to amend provisions of section 80JJA of 

the Act so as to provide that the tax benefit under the 

said section shall be available to a “person” deriving 

profits from manufacture of goods in a factory and 

paying wages to new regular workmen. The eligibility 

threshold of minimum 100 workmen is proposed to 

reduce to 50 (Applicable from AY 2016-17)

4) Charitable Purpose (Applicable from AY 2016-17)

	The definition of ‘charitable purpose’ has been 

expanded to include “Yoga”. 

	Third proviso to Section 2(15) has been inserted 

to provide that any activity in the nature of 

trade, commerce or business or rendering any 

service in relation thereto shall not be regarded 

advancement of any other object of general 

public utility unless: 

 y Such activity is undertaken in the course of 

such advancement of any other object of 

general public utility and, 

OTHER KEY DIRECT TAX PROPOSALS
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10) In search cases it is proposed to allow seized cash to 

be adjusted towards the assessee’s tax liability under 

his Settlement commission

11) Furnishing of return of income by certain 

universities and hospitals referred to in section 

10 (23C) of the Act

 It is proposed to amend the Act in order to provide 

that entities covered under clauses (iiiab) and (iiiac) 

of clause (23C) of section 10 of the act shall be 

mandatorily required to file their return of income. 

 This amendment will take effect from 1st April, 

2016 and will, accordingly, apply in relation to 

the assessment year 2016-17 and subsequent 

assessment years.

12) Amendment relating to Global Depository 

Receipts 

 As per the new scheme, Depository Receipts (DRs) 

can be issued against the securities of listed, unlisted 

or private or public companies against underlying 

securities which can be debt instruments, shares or 

units etc; Further, both the sponsored issues and 

unsponsored deposits and acquisitions are permitted. 

DRs can be freely held and transferred by both 

residents and non-residents. Since the tax benefits 

under the Act were intended to be provided in respect 

of sponsored GDRs and listed companies only, it is 

proposed to amend the Act in order to continue the 

tax benefits only in respect of such GDRs as defined 

in the earlier depository scheme.

 These amendments will take effect from the 1st 

day of April, 2016 and will, accordingly, apply to 

the assessment year 2016-17 and subsequent 

assessment years.

13) Orders passed by the prescribed authority under 

section sub-clauses (vi) and (via) of clause (23C) 

of section 10 made appealable before Income-tax 

Appellate Tribunal

 It is proposed to amend the said sub-section (1) 

of section 253 so as to provide that an assessee 

aggrieved by the order passed by the prescribed 

authority under sub-clause (vi) or (via) of section 

10(23C) may appeal to the Appellate Tribunal.

 This amendment will take effect from 1st day of 

June, 2015.

14) Simplification of approval regime for issue of 

notice for re-assessment

 It is proposed to provide that no notice under section 

148 shall be issued by an assessing officer upto 

four years from the end of relevant assessment 

year without the approval of Joint Commissioner 

and beyond four years from the end of relevant 

assessment year without the approval of the Principal 

Chief Commissioner or Chief Commissioner or 

Principal Commissioner or Commissioner.

 This amendment will take effect from 1st day of 

June, 2015.

15) Revision of order that is erroneous in so far as it 

is prejudicial to the interests of revenue

 The interpretation of expression “erroneous in so 

far as it is prejudicial to the interests of the revenue” 

has been a contentious one. In order to provide 

clarity on the issue it is proposed to provide that 

an order passed by the Assessing Officer shall be 

deemed to be erroneous in so far as it is prejudicial 

to the interests of the revenue, if, in the opinion of the 

Principal Commissioner or Commissioner,—

	the order is passed without making inquiries or 

verification which, should have been made;
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	the order is passed allowing any relief without 

inquiring into the claim;

	the order has not been made in accordance with 

any order, direction or instruction issued by the 

Board under section 119; or

	the order has not been passed in accordance 

with any decision, prejudicial to the assessee, 

rendered by the jurisdictional High Court or 

Supreme Court in the case of the assessee or 

any other person.

 This amendment will take effect from 1st day of June, 

2015.

16) Clarification regarding deduction of tax from 

payments made to transporters

 As there is no rationale for exempting payment to 

all transporters, irrespective of their size, from the 

purview of TDS, it is proposed to amend the provisions 

of section 194C of the Act to expressly provide that 

the relaxation under sub-section (6 ) of section 194C 

of the Act from non-deduction of tax shall only be 

applicable to the payment in the nature of transport 

charges (whether paid by a person engaged in the 

business of transport or otherwise) made to an 

contractor who is engaged in the business of transport 

i.e. plying, hiring or leasing goods carriage and who 

is eligible to compute income as per the provisions 

of section 44AE of the Act (i.e a person who is not 

owning more than 10 goods carriage at any time 

during the previous year) and who has also furnished 

a declaration to this effect along with his PAN.

 This amendment will take effect from 1st June, 

2015.

17) Amount of tax sought to be evaded for the 

purposes of penalty for concealment of income 

under clause (iii) of sub-section (1) of section 271

	It is proposed to amend section 271 of the Act so 

as to provide that the amount of tax sought to be 

evaded shall be the summation of tax sought to 

be evaded under the general provisions and the 

tax sought to be evaded under the provisions of 

section 115JB or 115JC. However, if an amount 

of concealment of income on any issue is 

considered both under the general provisions and 

provisions of section 115JB or 115JC then such 

amount shall not be considered in computing tax 

sought to be evaded under provisions of section 

115JB or 115JC. 

	Further, in a case where the provisions of 

section 115JB or 115JC are not applicable, the 

computation of tax sought to be evaded under 

the provisions of section 115JB or 115JC shall be 

ignored.

	This amendment will take effect from 1st April, 

2016 and will accordingly apply, in relation to 

the assessment year 2016-17 and subsequent 

assessment years.

18) Amends Sec 153C to use words ‘relate to’ instead of 

‘belong to’ with respect to money, bullion, jewellery or 

other valuable article or thing or books of account or 

documents seized or requisitioned, w.e.f June, 2015.

19) To ensure independence of auditor, w.e.f. June 1, 2015, 

Sec 288 to be amended provide that an auditor who 

is not eligible to be appointed as auditor of a company 

as per Sec 141(3) of the Companies Act, 2013 shall 

not be eligible for carrying out any audit or furnishing 

of any report/certificate under any provisions of the 

Act in respect of that company. Similar provisions in 

case of non-company also proposed to be provided. 

However, such accountant shall not be ineligible to act 

as authorized representative u/s 288(1) for attending 

any income-tax proceeding.
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20) Interest for defaults in payment of advance tax 

in case of re-assessment and where additional 

income is disclosed before the Settlement 

Commission under section 245C 

	Sec 234B amended to provide that interest to be 

computed will begin on April 1 of following the 

financial year and end on the date of determination 

total income under section 147 or section 153A. 

	Further amends section to provide for levy 

of interest in case an order of the Settlement 

Commission under sub-section (4) of section 

245D which leads to increase in total income 

disclosed.
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INDIRECT
TAX  PROPOSALS
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INDIRECT TAX PROPOSALS
GST to be in place as a state-of-the-art indirect tax system by 1st April, 2016 and modernized indirect taxes regime 

by way of GST, to bring both greater transparency and greater investments. Bill to amend the Constitution of India for 

Goods and Services Tax (GST) already introduced in the last Session of this august House.  GST is expected to play 

a transformative role in the way Indian economy functions.  It will add buoyancy to Indian economy by developing a 

common Indian market and reducing the cascading effect on the cost of goods and services. Movements on various 

fronts to implement GST from the next year are expected.

GST (GOODS AND SERVICE TAX)
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INDIRECT TAX PROPOSALS
1) Rate of Service Tax 

 To facilitate a smooth transition to levy of tax on 

services by both the Centre and the States, the rate 

of Service Tax is being increased from 12% plus 

Education Cesses to 14%. The ‘Education Cess’ 

and ‘Secondary and Higher Education Cess’ shall be 

subsumed in the revised rate of Service Tax. Thus, 

the effective increase in Service Tax rate will be from 

the existing rate of 12.36% (inclusive of cesses) to 

14%, subsuming the cesses.

 The new Service Tax rate shall come into effect from 

a date to be notified by the Central Government after 

the enactment of the Finance Bill, 2015. Till the time 

the revised rate comes into effect, the ‘Education 

Cess’ and ‘Secondary and Higher Education Cess’ 

will continue to be levied in Service Tax.

2) Swachh Bharat Cess

 Swachh Bharat Cess on all or any of the taxable 

services at a rate of 2% on the value of such taxable 

services. This cess shall be levied from such date as 

may be notified by the Central Government after the 

enactment of the Finance Bill, 2015. The details of 

coverage of this Cess would be notified in due course. 

This may increase the rate of service tax to 16 %

3) Other Legislative changes: 

3.1 Negative List—The changes proposed in the 

Negative List in Section 66 D are as follows: 

 i) The Negative List entry that covers “admission 

to entertainment event or access to amusement 

facility” is being omitted [section 66D (j)]. 

Consequently, the definitions of “amusement 

facility” [section 65 B (9)] and “entertainment 

event” [section 65B(24)] are also being omitted. 

The implication of these changes are as follows,- 

 a) Service Tax shall be levied on the service 

provided by way of access to amusement 

facility providing fun or recreation by means 

of rides, gaming devices or bowling alleys 

in amusement parks, amusement arcades, 

water parks and theme parks. 

 b) Service tax to be levied on service by way 

of admission to entertainment event of 

concerts, pageants, musical performances 

concerts, award functions and sporting 

events other than the recognized sporting 

event, if the amount charged is more than 

`500 for right to admission to such an event. 

However, the existing exemption, by way 

of the Negative List entry, to service by 

way of admission to entertainment event, 

namely, exhibition of cinematographic film, 

circus, recognized sporting event, dance, 

theatrical performance including drama and 

ballet shall be continued, through the route 

of exemption. For this purpose a new entry 

is being inserted in notification No. 25/12-

ST. The term recognized sporting event has 

been defined in the proposed amendment in 

the said notification.

 ii) The entry in the Negative List that covers service 

by way of any process amounting to manufacture 

or production of goods [section 66D (f)] is being 

pruned to exclude any service by way of carrying 

out any processes for production or manufacture 

of alcoholic liquor for human consumption. 

SERVICE TAX
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Consequently, Service Tax shall be levied on 

contract manufacturing/job work for production of 

potable liquor for a consideration. In this context, 

the definition of the term “process amounting to 

manufacture or production of goods” [section 

65 B (40)] is also being amended, along with 

the Negative List entry [section 66D (f)], with 

a consequential amendment in S. No. 30 of 

notification No. 25/12-ST, to exclude intermediate 

production of alcoholic liquor for human 

consumption from its ambit. 

 iii) Presently, services provided by Government or a 

local authority, excluding certain services specified 

under clause (a) of section 66D, are covered by 

the Negative List. Service Tax applies on the 

“support service” provided by the Government or 

local authority to a business entity. An enabling 

provision is being made, by amending section 

66D (a)(iv), to exclude all services provided by 

the Government or local authority to a business 

entity from the Negative List. Consequently, the 

definition of “support service” [section 65 B (49)] 

is being omitted. 

 Accordingly, as and when this amendment is given 

effect to, all services provided by the Government 

or local authority to a business entity, except the 

services that are specifically exempted, or covered by 

any another entry in the Negative List, shall be liable 

to service tax . 

 The above changes in the Negative List shall 

come into effect from a date to be notified later, 

after the enactment of the Finance Bill, 2015.

3.2 Further amendments

 i) Services, excluding a few specified services, 

provided by the government are included in the 

Negative List. Further, specified services received 

by the government are also exempt. Hitherto, 

the term “government” has not been defined in 

the Act or the notification. This has given rise to 

interpretational issues. To address such issues, 

a definition of the term “government” is being 

incorporated in the Act [section 65 B (26A)].

 ii) The intention in law has been to levy Service Tax 

on the services provided by: 

 a) chit fund foremen by way of conducting a 

chit. 

 b) distributor or selling agents of lottery, as 

appointed or authorized by the organizing 

state for promoting, marketing, distributing, 

selling, or assisting the state in any other way 

for organizing and conducting a lottery.

  However, Courts have taken a contrary view 

in some cases, while in some cases the levy 

has been upheld.

  An Explanation is being inserted in the 

definition of “service” to specifically state the 

intention of the legislature to levy Service Tax 

on activities undertaken by chit fund foremen 

in relation to chit, and lottery distributors and 

selling agents, in relation to lotteries [section 

65 B (44)]. Further, an explanation is being 

added in entry (i) of section 66D to specifically 

state that these activities are not covered by 

the Negative List.

 iii) Section 66F (1) prescribes that unless otherwise 

specified, reference to a service shall not include 

reference to any input service used for providing 

such services. An illustration is being incorporated 

in this section to exemplify the scope of this 

provision. As illustrated, reference to service 

provided by the Reserve Bank of India (RBI), 

in section 66D (b) does not include any agency 
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service provided by other banks to RBI, as such 

agency services are input services used by RBI 

for provision of its main service. Accordingly, 

banks providing agency service to or in relation 

to services of RBI, are liable to pay Service Tax 

on the agency services so provided by virtue of 

the existing section 66F 

 iv) Section 67 prescribes for the valuation of taxable 

services. It is being prescribed specifically in this 

section that consideration for a taxable service 

shall include: 

 a) all reimbursable expenditure or cost incurred 

and charged by the service provider. 

The intention has always been to include 

reimbursable expenditure in the value of 

taxable service. However, in some cases 

courts have taken a contrary view. Therefore, 

the intention of legislature is being stated 

specifically in section 67. 

 b) amount retained by the distributor or selling 

agent of lottery from gross sale amount of 

lottery ticket, or, as the case may be, the 

discount received, that is the difference in 

the face value of lottery ticket and the price 

at which the distributor or selling agent gets 

such tickets. 

 v) Section 73 is being amended in the following 

manner: 

 a) a new sub-section (1B) is being inserted 

to provide that recovery of the Service Tax 

amount self-assessed and declared in the 

return but not paid shall be made under 

section 87, without service of any notice 

under sub-section (1) of section 73; and 

 b) sub-section (4A) that provides for reduced 

penalty if true and complete details of 

transaction were available on specified 

records, is being omitted. 

 vi) Section 76 is being amended to rationalize the 

provisions relating to penalties, in cases not 

involving fraud or collusion or wilful mis-statement 

or suppression of facts or contravention of any 

provision of the Act or rules with the intent to 

evade payment of Service Tax, in the following 

manner,- 

 a) penalty not to exceed ten per cent of Service 

Tax amount involved in such cases; 

 b) no penalty is to be paid if Service Tax and 

interest is paid within 30 days of issuance of 

notice under section 73 (1); 

 c) a reduced penalty equal to 25% of the penalty 

imposed by the Central Excise officer by way 

of an order is to be paid if the Service Tax, 

interest and reduced penalty is paid within 30 

days of such order; and 

 d) if the Service Tax amount gets reduced 

in any appellate proceeding, then the 

penalty amount shall also stand modified 

accordingly, and benefit of reduced penalty ( 

25% of penalty imposed) shall be admissible 

if service tax, interest and reduced penalty is 

paid within 30 days of such appellate order. 

 vii) Section 78 is being amended to rationalize 

penalty, in cases involving fraud or collusion or 

wilful mis-statement of suppression of facts or 

contravention of any provision of the Act or rules 

with the intent to evade payment of Service Tax, 

in the following manner,- 

 a) penalty shall be hundred per cent of Service 

Tax amount involved in such cases; 
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 b) a reduced penalty equal to 15% of the Service 

Tax amount is to be paid if Service Tax, 

interest and reduced penalty is paid within 30 

days of service of notice in this regard; 

 c) a reduced penalty equal to 25% of the Service 

Tax amount, determined by the Central 

Excise officer by an order, is to be paid if the 

Service Tax, interest and reduced penalty is 

paid within 30 days of such order; and 

 d) if the Service Tax amount gets reduced in 

any appellate proceeding, then the penalty 

amount shall also stand modified accordingly, 

and benefit of reduced penalty (25%) shall 

be admissible if Service Tax, interest and 

reduced penalty is paid within 30 days of 

such appellate order. 

 viii) A new section 78 B is being inserted to prescribe, 

by way of a transition provision, that,- 

 a) amended provisions of sections 76 and 78 

shall apply to cases where either no notice is 

served, or notice is served under sub-section 

(1) of section 73 or proviso thereto but no 

order has been issued under sub-section (2) 

of section 73, before the date of enactment of 

the Finance Bill, 2015; and 

 b) in respect of cases covered by sub-section 

(4A) of section 73, if no notice is served, or 

notice is served under sub-section (1) of 

section 73 or proviso thereto but no order has 

been issued under sub-section (2) of section 

73, before the date of enactment of the 

Finance Bill, 2015, penalty shall not exceed 

50% of the Service Tax amount. 

 ix) Section 80, that provided for waiver of penalty in 

certain circumstances, is being omitted. 

 x) Section 86 is being amended to prescribe 

that remedy against the order passed by 

Commissioner (Appeal), in a matter involving 

rebate of Service Tax, shall lie in terms of section 

35EE of the Central Excise Act. It is also being 

provided that all appeals filed in Tribunal after 

the date the Finance Act, 2012 came into effect 

and pending on the date when the Finance Bill, 

2015 receives assent of the President shall be 

transferred and dealt in accordance with section 

35EE of the Central Excise Act.

 xi) Certain changes have been made in the 

provisions relating to Settlement Commission. 

These provisions, contained in the Central Excise 

Act, 1944, are made applicable to Service Tax, 

through section 83 of the Finance Act, 1994. For 

details, the D.O. letter of J.S. (TRU-I) may please 

be referred to. 

 The above stated changes in the Finance Act, 

1994, shall get incorporated in the said Act on the 

day the Finance Bill, 2015 is enacted.

4) Review of Exemptions : 

4.1 Exemption presently available on specified services 

of construction, repair, maintenance, renovation or 

alteration service provided to the Government, a local 

authority, or a governmental authority ( vide S. No. 12 

of the notification No. 25/12-ST ) shall be limited only 

to,- 

 a) a historical monument, archaeological site or 

remains of national importance, archeological 

excavation or antiquity; 

 b) canal, dam or other irrigation work; and 

 c) pipeline, conduit or plant for (i) water supply (ii) 

water treatment, or (iii) sewerage treatment or 

disposal.
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Exemption to other services presently covered 

under S. No. 12 of notification No. 25/12-ST is being 

withdrawn.

4.2 Exemption to construction, erection, commissioning 

or installation of original works pertaining to an airport 

or port is being withdrawn (S. No 14 of the notification 

No. 25/12-ST). The other exemptions covered under 

S. No. 14 of notification No. 25/12-ST shall continue 

unchanged. 

4.3 Exemption to services provided by a performing artist 

in folk or classical art form of (i) music, or (ii) dance, 

or (iii) theater, will be limited only to such cases 

where amount charged is upto Rs 1,00,000 for a 

performance (S. No 16 of notification No. 25/12-ST). 

4.4 Exemption to transportation of food stuff by rail, or 

vessels or road will be limited to food grains including 

rice and pulses, flour, milk and salt. Transportation 

of agricultural produce is separately exempt, and 

this exemption would continue (S. Nos. 20 and 21 of 

notification No. 25/12-ST). 

4.5 Exemptions are being withdrawn on the following 

services: 

 a) services provided by a mutual fund agent to a 

mutual fund or assets management company, 

 b) distributor to a mutual fund or AMC, 

 c) selling or marketing agent of lottery ticket to a 

distributor. Service Tax on these services shall be 

levied on reverse charge basis.

4.6 Consequent to imposition of Service Tax levy on 

service by way of manufacture of alcoholic liquor for 

human consumption, an amendment is being made 

in the entry at S. No. 30 of notification No. 25/12-ST 

to exclude carrying out of intermediate production 

process of alcoholic liquor for human consumption on 

job work from this entry. 

4.7 Exemption is being withdrawn on the following 

service,- 

 a) Departmentally run public telephone; 

 b) Guaranteed public telephone operating only local 

calls; 

 c) Service by way of making telephone calls from 

free telephone at airport and hospital where no 

bill is issued. 

4.8 Existing exemption, vide notification No. 42/12-

ST dated 29.6.2012, to the service provided by a 

commission agent located outside India to an exporter 

located in India is being rescinded with immediate 

effect. This exemption has become redundant in 

view of the amendments made in law in the previous 

budget, in the definition of “intermediary” in the Place 

of Provision of Services Rules, making the place of 

provision of a service provided by such agents as 

outside the taxable territory. 

 The above changes in notification No. 25/12-ST, 

except the change mentioned in para 4.6, shall 

come into effect from the 1St day of April 2015. 

The change mentioned at para 4.6 shall come into 

effect from a date to be notified after the enactment 

of the Finance Bill, 2015. The change mentioned 

at S. No. 4.8 comes into effect immediately.

5. New Exemptions:

5.1 Hitherto, any service provided by way of transportation 

of a patient to and from a clinical establishment by 

a clinical establishment is exempt from Service Tax. 

The scope of this exemption is being widened to 

include all ambulance services. 
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5.2 Life insurance service provided by way of Varishtha 

Pension Bima Yojna is being exempted. 

5.3 Service provided by a Common Effluent Treatment 

Plant operator for treatment of effluent is being 

exempted.

5.4 Services by way of pre-conditioning, pre-cooling, 

ripening, waxing, retail packing, labeling of fruits and 

vegetables is being exempted. 

5.5 Service provided by way of admission to a museum, 

zoo, national park, wild life sanctuary and a tiger 

reserve is being exempted. These services when 

provided by the Government or local authority are 

already covered by the Negative List. 

5.6 Service provided by way of exhibition of movie by 

the exhibitor (theatre owner) to the distributor or an 

association of persons consisting of such exhibitor as 

one of it’s members is being exempted. 

5.7 Goods transport agency service provided for transport 

of export goods by road from the place of removal to 

an inland container depot, a container freight station, 

a port or airport is exempt from Service Tax vide 

notification No. 31/12-ST dated 20.6.2012. Scope 

of this exemption is being widened to exempt such 

services when provided for transport of export goods 

by road from the place of removal to a land customs 

station (LCS).

 All the above New Exemptions shall come into 

effect from the 1st day of April, 2015.

6. New entries being incorporated in notification 

No. 25/12-ST, to continue exemption to certain 

activities that are presently covered by the 

Negative List entries which are being omitted:

6.1 Service by way of right to admission to,- 

 i) exhibition of cinematographic film, circus, dance, 

or theatrical performances including drama or 

ballet. 

 ii) recognized sporting events. 

 iii) concerts, pageants, award functions, musical 

performances or sporting events not covered 

by S. No. ii, where the consideration for such 

admission is upto `500 per person.

 These changes shall be made effective from the 

date the amendments being made in the Negative 

List concerning the service by way of admission 

to entertainment events come into effect.

7. Abatements: 

7.1 At present, service tax is payable on 30% of the value 

of rail transport for goods and passengers, 25% of the 

value of goods transport by road by a goods transport 

agency and 40% for goods transport by vessels. The 

conditions prescribed also vary. A uniform abatement 

is now being prescribed for transport by rail, road and 

vessel and Service Tax shall be payable on 30% of the 

value of such service subject to a uniform condition 

of non-availment of Cenvat Credit on inputs, capital 

goods and input services. 

7.2 At present, Service Tax is payable on 40% of the value 

of air transport of passenger for economy as well as 

higher classes, e.g. business class. The abatement 

for classes other than economy is being reduced and 

Service Tax would be payable on 60% of the value of 

such higher classes. 

7.3 Abatement is being withdrawn from services provided 

in relation to chit. Consequently, Service Tax shall be 

paid by the chit fund foremen on the full consideration 

received by way of fee, commission or any such 

amount. They would be entitled to take Cenvat Credit. 

 The proposed rationalization in abatements shall 

come into effect from the 1st day of April, 2015.
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8. Reverse Charge Mechanism

8.1 Manpower supply and security services when 

provided by an individual, HUF, or partnership firm 

to a body corporate are being brought to full reverse 

charge. Presently, these are taxed under partial 

reverse charge mechanism. 

8.2 Services provided by,- 

 i) mutual fund agents, mutual fund distributors; and 

 ii) agents of lottery distributor 

  are being brought under reverse charge 

consequent to withdrawal of the exemption 

on such services. Accordingly, Service Tax in 

respect of mutual fund agent and mutual fund 

distributor services shall be paid by the assets 

management company or, as the case may be, 

by the mutual fund receiving such services. In 

respect of agents of lottery, Service Tax shall be 

paid by the distributor of lottery.

 This above changes in reverse charge mechanism 

will come into effect from the 1st day of April, 

2015.

9. Service Tax Rules 

9.1 In respect of any service provided under aggregator 

model, the aggregator, or any of his representative 

office located in India, is being made liable to pay 

Service Tax if the service is so provided using the 

brand name of the aggregator in any manner. If an 

aggregator does not have any presence, including 

that by way of a representative, in such a case any 

agent appointed by the aggregator shall pay the tax 

on behalf of the aggregator. In this regard appropriate 

amendments have been made in rule 2 of the Service 

Tax Rules, 1994 and notification No. 30/2012-ST 

dated 20.6.2012 This change comes into effect 

immediately i.e., w.e.f. 1st March, 2015. 

9.2 Rule 4 is being amended to provide that the CBEC 

shall, by way of an order, specify the conditions, 

safeguards and procedure for registration in 

service tax. In this regard Order No. 1/15-ST, dated 

28.2.2015, effective from 1.3.2015 has been issued, 

prescribing documentation, time limits and procedure 

for registration. It has also been prescribed that 

henceforth registration for single premises shall be 

granted within two days of filing the application. 

9.3 A provision for issuing digitally signed invoices is being 

added along with the option of maintaining of records 

in electronic form and their authentication by means 

of digital signatures. The conditions and procedure in 

this regard shall be specified by the CBEC (rule 4, 4A 

and 5). 

9.4 Rule 6 (6A) which provided for recovery of service tax 

self-assessed and declared in the return under section 

87 is being omitted consequent to the amendment in 

section 73 for enabling such recovery. This change 

will come into effect from the date of enactment of 

the Finance Bill, 2015.

9.5 In respect of certain services like money changing 

service, service provided by air travel agent, insurance 

service and service provided by lottery distributor and 

selling agent, the service provider has been allowed 

to pay service tax at an alternative rate subject to 

the conditions as prescribed under rule 6 (7), 6(7A), 

6(7B) and 6(7C) of the Service Tax Rules, 1994. 

Consequent to the upward revision in Service Tax 

rate, the said alternative rates shall also be revised 

proportionately. Amendments to this effect have been 

proposed in the Service Tax Rules. 

 The amendments specified in para 9.5 shall come 

into effect as and when the revised Service Tax 

rate comes into effect.
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10. Cenvat Credit Rules, 2004 

10.1 Rule 4(7) is being amended to allow Cenvat Credit 

of Service Tax paid under partial reverse charge by 

the service receiver without linking it to the payment 

to the service provider. This change will come 

into effect from 1.4.2015. 

10.2 The period for taking Cenvat Credit is being 

extended from six months from the date of invoice 

to one year from the date of invoice. 

10.3 Certain other changes are being made in the 

provisions of the Cenvat Credit Rules, 2004, 

which, inter-alia, include allowing Cenvat Credit 

on input and capital goods received directly by job 

workers, defining “export goods” for the purposes 

of rule 5, defining “exempt goods” for the purposes 

of rule 6, making applicable the provision of rule 

9(4) to importer dealers, authorizing imposition of 

restrictions on registered dealers under rule 12AAA, 

and provisions relating to recovery of credit wrongly 

taken and imposition of penalty. 

11. Advance Rulings: 

 The facility of Advance Ruling is being extended 

to all resident firms by specifying such firms under 

section 96A (b)(iii) of the Finance Act, 1994.
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INDIRECT TAX PROPOSALS
As part of the movement towards GST, it is proposed 

to subsume the Education Cess and the Secondary 

and Higher Education Cess in Central Excise duty.  In 

effect, the general rate of Central Excise Duty of 12.36% 

including the cesses is being rounded off to 12.5%.  It also 

proposed to revise the specific rates of Central Excise 

duty in certain other commodities, as detailed below.  

However, in the case of petrol and diesel such specific 

rates are being revised only to the extent of subsuming 

the quantum of education cess presently levied on them, 

keeping the total incidence of excise duties unchanged.  

The ad-valorem rates of excise duty lower than 12% and 

those higher than 12% with a few exceptions are not 

being increased.  Some changes are also being made 

to excise levy on cigarettes and the compounded levy 

scheme applicable to pan masala, gutkha and certain 

other tobacco products.  

To give a boost to domestic leather footwear industry, the 

excise duty on footwear with leather uppers and having 

retail price of more than `1000 per pair is being reduced 

to 6%. 

To further facilitate the ease of doing business, online 

central excise registration will be done in two working 

days.  The assessees will be allowed to issue digitally 

signed invoices and maintain electronic records.  These 

measures will cut down lot of paper work and red tape. 

Time limit for taking CENVAT credit on inputs is being 

increased from six months to one year as a measure of 

business facilitation.

In indirect taxes, it is proposed to increase the Clean 

Energy Cess from `100 to `200 per metric tonne of coal, 

etc. to finance clean environment initiatives.  Excise duty 

on sacks and bags of polymers of ethylene other than for 

industrial use is being increased from 12% to 15%.

The concessions from customs and excise duties currently 

available on specified parts for manufacture of electrically 

operated vehicles and hybrid vehicles are being extended 

by one more year i.e. up to 31.3.2016. 

Specific Proposals

I. Reduction in custom duty on certain inputs to 

address the problem of duty inversion:

 1) ‘Metal parts’ for use in the manufacture of 

electrical insulators.

 2) Ethylene-Propylene-non-conjugated-Diene 

Rubber (EPDM), Water blocking tape and Mica 

glass tape for use in the manufacture of insulated 

wires and cables.

 3) Magnetron upto 1 KW for use in the manufacture 

of microwave ovens.

 4) C- Block for Compressor, Over Load Protector 

(OLP) & Positive thermal co-efficient and Crank 

Shaft for compressor, for use in the manufacture 

of Refrigerator compressors.

 5) Zeolite, ceria zirconia compounds and cerium 

compounds for use in the manufacture of 

washcoats, which are further used in manufacture 

of catalytic converters.

 6) Anthraquinone for manufacture of hydrogen 

peroxide.

 7) Sulphuric acid for use in the manufacture of 

fertilizers.

 8) Parts and components of Digital Still Image Video 

Camera capable of recording video with minimum 

EXCISE & CUSTOMS
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resolution of 800x600 pixels, at minimum 23 

frames per second, for at least 30 minutes in a 

single sequence, using the maximum storage 

(including the expanded) capacity. 

II. Reduction in Basic Customs Duty to reduce the 

cost of raw materials:

 1) Ethylene dichloride (EDC), vinyl chloride 

monomer (VCM) and styrene monomer (SM) 

from 2.5% to 2%.

 2) Isoprene and Liquefied butanes from 5% to 2.5%.

 3) Butyl acrylate from 7.5% to 5%.

 4) Ulexite ore from 2.5% to Nil.

 5) Antimony metal, antimony waste and scrap from 

5% to 2.5%.

 6) Specified components for use in the manufacture 

of specified CNC lathe machines and machining 

centres from 7.5% to 2.5%.

 7) Certain specified inputs for use in the manufacture 

of flexible medical video endoscopes from 5% to 

2.5%.

 8) HDPE for use in the manufacture of 

telecommunication grade optical fibre cables 

from 7.5% to Nil.

 9) Black Light Unit Module for use in the manufacture 

of LCD/LED TV panels from 10% to Nil.

 10) Organic LED (OLED) TV panels from 10% to Nil.

 11) CVD and SAD are being fully exempted on 

specified raw materials [battery, titanium, 

palladium wire, eutectic wire, silicone resins 

and rubbers, solder paste, reed switch, diodes, 

transistors, capacitors, controllers, coils (steel), 

tubing (silicone)] for use in the manufacture of 

pacemakers.

 12) Evacuated Tubes with three layers of solar 

selective coating for use in the manufacture of 

solar water heater and system to Nil.

 13) Active Energy Controller (AEC) for use in the 

manufacture of Renewable Power System (RPS) 

Inverters to 5%, subject to certification by MNRE.

 14) Parts, components and accessories (falling 

under any Chapter) for use in the manufacture 

of tablet computers and their sub-parts for 

use in manufacture of parts, components and 

accessories are being fully exempted from BCD, 

CVD and SAD.

III. Reduction in SAD to address the problem of 

CENVAT credit accumulation:

 1) All goods except populated PCBs, falling under 

any Chapter of the Customs Tariff, for use in 

manufacture of ITA bound goods from 4% to Nil. 

 2) Naphtha, ethylene dichloride (EDC), vinyl chloride 

monomer (VCM) and styrene monomer (SM) for 

manufacture of excisable goods from 4% to 2%. 

 3) Metal scrap of iron & steel, copper, brass and 

aluminium from 4% to 2%. 

 4) Inputs for use in the manufacture of LED drivers 

and MCPCB for LED lights, fixtures and LED 

lamps from 4% to Nil.

IV. Increase in Basic Customs Duty:

 1) Metallurgical coke from 2.5% to 5%. 

 2) Tariff rate on iron & steel and articles of iron or 

steel, falling under Chapters 72 and 73 of the 

Customs Tariff, from 10% to 15%. However, there 

is no change in the existing effective rates of 

basic customs duty on these goods.
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 3) Tariff rate on Commercial Vehicles from 10% 

to 40% and effective rate from 10% to 20%. 

However, customs duty on commercial vehicles 

in Completely Knocked Down (CKD) kits and 

electrically operated vehicles including those in 

CKD condition will continue to be at 10%.

V. Excise duty structure on certain goods is being 

restructured as follows:

 1) Wafers for use in the manufacture of integrated 

circuit (IC) modules for smart cards from 12% to 

6%.

 2) Inputs for use in the manufacture of LED drivers 

and MCPCB for LED lights, fixtures and LED 

lamps from 12% to 6%.

 3) Mobiles handsets, including cellular phones from 

1% without CENVAT credit or 6% with CENVAT 

credit to 1% without CENVAT credit or 12.5% with 

CENVAT credit. NCCD of 1% on mobile handsets 

including cellular phones remains unchanged.

 4) Tablet computers from 12% to 2% without 

CENVAT credit or 12.5% with CENVAT credit.

 5) Specified raw materials [battery, titanium, 

palladium wire, eutectic wire, silicone resins 

and rubbers, solder paste, reed switch, diodes, 

transistors, capacitors, controllers, coils (steel), 

tubing (silicone)] for use in the manufacture of 

pacemakers to Nil.

 6) Pig iron SG grade and Ferro-silicon-magnesium 

for use in the manufacture of cast components 

of wind operated electricity generators to Nil, 

subject to certification by MNRE. 

 7) Solar water heater and system from 12% to Nil 

without CENVAT credit or 12.5% with CENVAT 

credit.

 8) Round copper wire and tin alloys for use in the 

manufacture of Solar PV ribbon for manufacture 

of solar PV cells to Nil subject to certification 

by Department of Electronics and Information 

Technology (DeitY).

VI.  Other Proposals:

 1) Export duty on upgraded ilmenite is being reduced 

from 5% to 2.5%.

 2) Excise duty structure for mobiles handsets 

including cellular phones is being changed from 

1% without CENVAT credit or 6% with CENVAT 

credit to 1% without CENVAT credit or 12.5% with 

CENVAT credit.

 3) Excise duty structure of 2% without CENVAT 

credit or 12.5% with CENVAT credit is being 

prescribed for tablet computers.

 4) Basic Customs Duty on Digital Still Image Video 

Camera capable of recording video with minimum 

resolution of 800x600 pixels, at minimum 23 

frames per second, for at least 30 minutes in a 

single sequence, using the maximum storage 

(including the expanded) capacity is being 

reduced to Nil. Basic Customs Duty on parts 

and components of these cameras is also being 

reduced from 5% to Nil.

 5) Concessional customs duty structure of Nil Basic 

Customs Duty, 6% CVD and Nil SAD on specified 

parts of electrically operated vehicles and hybrid 

vehicles, presently available upto 31.03.2015, is 

being extended upto 31.03.2016.

 6) Excise duty on leather footwear (footwear with 

uppers made of leather of heading 4107 or 4112 

to 4114) of Retail Sale Price of more than `1000 

per pair from 12% to 6%. 
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 7) Excise duty levied on the value of duty paid 

on rails for manufacture of railway or tramway 

track construction material is being exempted 

retrospectively for the period from 17.03.2012 to 

02.02.2014, if no CENVAT credit of duty paid on 

such rails is availed.

 8) Education Cess and Secondary & Higher 

Education Cess leviable on excisable goods 

are being subsumed in Basic Excise duty. 

Consequently, Education Cess and Secondary 

& Higher Education Cess leviable on excisable 

goods are being fully exempted. The standard 

ad valorem rate of Basic Excise Duty is being 

increased from 12% to 12.5% and specific rates 

of Basic Excise Duty on petrol, diesel, cement, 

cigarettes & other tobacco products (other than 

biris) are being suitably changed. However, the 

total incidence of various duties of excise on 

petrol and diesel remains unchanged. Other Basic 

Excise Duty rates (ad valorem as well as specific) 

with a few exceptions are not being changed. 

Customs Education Cesses will continue to be 

levied on imported goods.

 9) All goods falling under Chapter sub-heading 

2101 20, including iced tea, are being notified 

under section 4A of the Central Excise Act for the 

purpose of assessment of Central Excise duty 

with reference to the Retail Sale Price with an 

abatement of 30%. Such goods are also being 

included in the Third Schedule to the Central 

Excise Act, 1944.

 10) Goods, such as lemonade and other beverages, 

are being notified under section 4A of the Central 

Excise Act for the purpose of assessment of 

Central Excise duty with reference to the Retail 

Sale Price with an abatement of 35%. Such goods 

are also being included in the Third Schedule to 

the Central Excise Act, 1944.

 11) Online Central Excise registration within two 

working days.

 12) Time limit for taking CENVAT Credit on inputs is 

being increased from six months to one year.

 13) Facility of direct dispatch of goods by registered, 

dealer from seller to customer’s premises is being 

provided. Similar facility is also being allowed in 

respect of job-workers. Registered importer can 

also send goods directly to customer from the 

port of importation.

 14) Penalty provisions in Customs & Central Excise 

are being rationalized to encourage compliance 

and early dispute resolution.

 15) Central Excise assessees are being allowed to 

issue digitally signed invoices and maintain other 

records electronically.

 16) The entry “waters, including mineral waters and 

aerated waters, containing added sugar or other 

sweetening matter or flavoured” in the Seventh 

Schedule to the Finance Act, 2005 related to levy 

of additional duty of excise @ 5% is being omitted. 

Till the enactment of the Finance Bill, 2015, the 

said additional duty of excise of 5% leviable on 

such goods is being exempted. Simultaneously, 

the Basic Excise Duty on these goods is being 

increased from 12% to 18%.

 17) Excise duty on chassis for ambulances is being 

reduced from 24% to 12.5%.

 18) The Scheduled rate of Clean Energy Cess levied 

on coal, lignite and peat is being increased from 

`100 per tonne to `300 per tonne. The effective 

rate of Clean Energy Cess is being increased 

from `100 per tonne to `200 per tonne.

 19) Concessional customs and excise duty rates on 

specified parts of Electrically Operated Vehicles 
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Thus, the net decrease in Basic Excise Duty on 

branded petrol is `3.46 per litre, on unbranded 

petrol is ̀ 3.49 per litre, on branded diesel is ̀ 3.63 

per litre and on unbranded diesel is `3.70 per 

litre. However, total incidence of excise duties 

on petrol and diesel remains unchanged.

 26) Excise duty on cigarettes is being increased by 

25% for cigarettes of length not exceeding 65 mm 

and by 15% for cigarettes of other lengths. Similar 

increases are proposed on cigars, cheroots and 

cigarillos.

 27) Maximum speed of packing machine is being 

specified as a factor relevant to production for 

determining excise duty payable under the 

Compounded Levy Scheme presently applicable 

to pan masala, gutkha and chewing tobacco. 

Accordingly, deemed production and duty 

payable per machine per month are being notified 

with reference to the speed range in which the 

maximum speed of a packing machine falls.

and Hybrid Vehicles, presently available upto 

31.03.2015, is being extended upto 31.03.2016.

 20) Excise duty on sacks and bags of polymers of 

ethylene other than for industrial use is being 

increased  from 12% to 15%.

 21) Excise duty of 2% without CENVAT credit or 6% 

with CENVAT credit is being levied on condensed 

milk put up in unit containers. It is also being 

notified under section 4A of the Central Excise 

Act for the purpose of valuation with reference to 

the Retail Sale Price with an abatement of 30%.

 22) Excise duty of 2% without CENVAT credit or 6% 

with CENVAT credit is being levied on peanut 

butter.

 23) Exempt artificial heart (left ventricular assist 

device) from Basic Customs Duty of 5% and 

CVD.

 24) Full exemption from excise duty is being extended 

to captively consumed intermediate compound 

coming into existence during the manufacture of 

Agarbattis. Agarbattis attract Nil excise duty.

 25) The Scheduled rates of Additional Duty of 

Customs / Excise levied on Petrol and High 

Speed Diesel Oil [commonly known as Road 

Cess] are being increased from `2 per litre to `8 

per litre. The effective rates of Additional Duty 

of Customs / Excise levied on Petrol and High 

Speed Diesel Oil [commonly known as Road 

Cess] are being increased from `2 per litre to 

`6 per litre. Simultaneously, Basic Excise Duty 

Rates on Petrol and High Speed Diesel Oil (both 

branded and unbranded) are being reduced by 

`4 per litre. Basic Excise duty rates on petrol and 

diesel are also being increased suitably so as to 

subsume Education Cess and Secondary and 

Higher Education Cess presently levied on them. 
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SOCIAL
SECURITY  PROPOSALS
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SOCIAL SECURITY PROPOSALS
EPF, NPS & ESI

It is proposed with respect to the Employees Provident Fund (EPF), the employee needs to be provided two options. 

Firstly, the employee may opt for EPF or the New Pension Scheme (NPS).  Secondly, for employees below a certain 

threshold of monthly income, contribution to EPF should be optional, without affecting or reducing the employer’s 

contribution. With respect to ESI, the employee should have the option of choosing either ESI or a Health Insurance 

product, recognized by the Insurance Regulatory Development Authority (IRDA). Government intends to bring amending 

legislation in this regard, after stakeholder consultation.

Other Social Security Proposals

A large proportion of India’s population is without insurance of any kind—health, accidental or life.  

It is proposed to-launch the Pradhan Mantri Suraksha Bima Yojna which will cover accidental death risk of `2 lakh for a 

premium of just `12 per year. Similarly, it is also proposed launch the Atal Pension Yojana, which will provide a defined 

pension, depending on the contribution, and its period. To encourage people to join this scheme, the Government will 

contribute 50% of the beneficiaries’ premium limited to `1,000 each year, for five years, in the new accounts opened 

before 31st December, 2015.

The third Social Security Scheme which is proposed to be launched is the Pradhan Mantri Jeevan Jyoti Bima Yojana 

which covers both natural and accidental death risk of `2 lakhs.  The premium will be `330 per year, or less than one 

rupee per day, for the age group 18-50.  

SOCIAL SECURITY PROPOSALS
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G L O S S A R YGLOSSARY

AMC Asset Management Company

AOP	 Association	of	Persons

AY	 Assessment	Year

BCD Basic Custom Duty

BSE Bombay Stock Exchange

CAD	 Current	Account	Deficit

CBDT	 Central	Board	of	Direct	Taxes

CBEC	 Central	Board	of	Excise	&	Customs

CPI	 Consumer	Price	Index

CVD	 Countervailing	Duty

EPF	 Employee	Provident	Fund

ESI	 Employee	State	Insurance

GDP	 Gross	Domestic	Product

GST	 Goods	&	Service	Tax

IFRS	 International	Financial	Reporting	Standards

INR	 Indian	Rupee

NPS New Pension Scheme

NSE	 National	Stock	Exchange

PE	 Permanent	Establishment

POEM	 Place	of	Effective	Management

R&D	 Research	&	Development

RBI	 Reserve	Bank	of	India

SAD	 Special	Additional	Duty

SEBI	 Security	Exchange	Board	of	India

TDS	 Tax	deducted	at	source

TRU	 Tax	Research	Unit

WHT	 Withholding	Taxes

WPI	 Whole	sale	Price	Index	
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Dear Valuable Client / Colleague, 

In case you require any further detailed analysis on above mentioned proposals, please do get back to us and we shall 

be happy to provide you the same. 

With Best Regards, 

Team JPC 

About JPC.

JPC is a professional services firm based in New Delhi, India. We were established in the year 1974 with the aim to 

create value for our clients by delivering quality, comprehensive, timely, practical and innovative services. We offer 

a comprehensive range of services, including taxation services, regulatory services, transaction advisory services, 

financial & management consultancy services, assurance & risk services, and outsourcing services. Over the past 

several decades, we have established significant competitive presence in the country. Our vast and diversified client 

base includes Multinational enterprises, domestic companies, high net worth individuals, government companies 

and institutions in all leading industry verticals. We are a team of distinguished Chartered Accountants, Management 

Accountants, Corporate Financial Advisors and Tax Consultants. Our team has the requisite skills and experience to 

provide complex business, financial, assurance, tax and regulatory services to our clients. Our strength lies in our 

timely performance-based, industry-tailored and technology-enabled services which are delivered by some of the most 

talented professionals in the country. For more information about JPC’s service offerings, visit www.jpc.co.in

In this document, “JPC” refers to J P Chawla & Co. Chartered Accountants (a partnership firm regulated by the 

Institute of Chartered Accountants of India, FRN : 001875N) 

Disclaimer: This budget analysis and its content are provided on the basis of secondary research and JPC does not make any 
representation or warranty of any kind with respect to its contents. JPC does not warrant or represent that this budget analysis or its 
content are timely, complete or accurate.
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