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FOREWORD

In the wake of generalelections,NarendraModi led governmentannouncedan interim
budget2019-20 on February1, 2019. TheInterim FinanceMinister Mr. PiyushGoyallaid
down NDADƻǾŜǊƴƳŜƴǘΩǎΨ¢Ŝƴ-Dimensional±ƛǎƛƻƴΩfor the next decade. Thegovernment
envisionsa modern,technologydriven,highgrowth,equitableandtransparentIndia.

Asper the FinanceMinister, the pastyearsawa wideningof tax return baseand increase
in direct tax collectionsto INR12 Trillion approx, with the averageGSTcollectionsalso
witnessinga riseto INR971billion per month approx. Hepeggedthe fiscaldeficit at 3.4%
for the year 2019-20 on accountof aggressiveallocationsto provide incomesupport to
farmers. Thecurrentaccountdeficit wasestimatedat 2.5%of GDP.

The focus of the interim budget has been on poor and backwardclasses,farmers and
labour, with proposalsfor budget allocationstowards various new schemesaiming at
uplifting/ supportingthem. While the budget was very limited with respect to the tax
proposals,the aim was to addressthe tax burden on the middle-class. With that the
interim budget,proposesfull rebate to taxpayerswith total taxableannualincomeupto
INR0.50 million, enhancementof limit of standarddeduction to INR50,000 from INR
40,000, exemption from levy of income tax on notional rent on a secondself-occupied
house property and extensionof benefit of rollover of capital gainsto two residential
houses,amongother reliefs.

With the aimof givingimpetusto the realestatesectorin India,the Governmentproposes
certaintax benefitsfor the sectoraswell. Further,continuingwith its objectiveof reduced
personalinterface with tax department, the governmenthas envisionedall verification
andassessmentsto be faceless,throughanonymizedbackoffice in comingtwo years.

From Indirect taxes perspective,the thrust has been to ease compliancesfor smaller
businesses,by enhancinglimits for adoption of compositionschemeand increasingthe
registrationexemptionlimit to INR4 million of turnover. Also,to promote theάaŀƪŜin
LƴŘƛŀέinitiative, the governmenthas undertaken rationalizationof customsduties and
proceduresandbroughtacrossborderreforms.

Overall, as expected in the election year, the interim budget highlighted the NDA
DƻǾŜǊƴƳŜƴǘΩǎpolicymeasuresand their outcomesin last coupleof yearsand appearsto
be more of a vision statement for comingdecade,with limited changesto the current
taxation regime. Specificproposalsin relation to Direct and Indirect taxes,have been
discussedbelowin followingsections.



Direct Tax Proposals

1. Personal tax rates

The personal tax rates for the financial year 
2019-20 (assessment year 2020-21) are as 
follows -

o Personal tax rates (for all Individuals, 
HUF, AOP and BOI)

3. Cooperative Societies / Firms / Local
Authorities
Thereareno changesin the tax rates.

4. Dividend Distribution Tax/ Income
Distribution Tax
Thereareno changesin the taxrates.

5. SecuritiesTransactionTax
Thereareno changesin the taxrates.

6. CommoditiesTransactionTax
Thereareno changesin the taxrates.

7. Surcharge

o In the case of an Individual, Hindu
undivided family, Associationof Persons,
Bodyof Individuals

Surchargeshallbe leviedat 10 per cent of
suchincome-tax in caseof a personhaving
a total incomeexceedingINR5 million but
not exceedingINR10 million, and 15 per
cent of suchincome-tax in caseof a person
having a total income exceedingINR 10
million.

o In the caseof co-operativesocieties,firms
and localauthorities

Surchargeshall be levied at 12 per cent
where the incomeexceedsa sumof INR10
million.

o In caseof a domesticcompany

Surchargeat the rate of 7 per cent shall
continue to be levied if the total income
exceedsINR10 million but doesnot exceed
INR100 million. Thesurchargeat the rate
of 12 per cent shallcontinueto be leviedif
the total incomeof the domesticcompany
exceedsINR100million.

o EducationCess

άIŜŀƭǘƘand Education/Ŝǎǎέshallcontinue
to be leviedat the rate of 4 per cent.

September 16- October 15, 2018

Income(INR) Rate 

%

Upto 250,000 NIL

250,001 to 500,000 5

500,001 to 1,000,000 20

Above1,000,000 30

o Personal tax rates (for all Individuals

who are at least sixty yearsof agebut

lessthan eightyyearsof ageat anytime

duringthe previousyear)

Income(INR) Rate 

%

Upto 300,000 NIL

300,001 to 500,000 5

500,001 to 1,000,000 20

Above1,000,000 30

o Personaltax rates (for all Individuals

who areeightyyearsof ageat anytime

duringthe previousyear)

Income(INR) Rate 

%

Upto 500,000 NIL

500,001 to 1,000,000 20

Above1,000,000 30

2. Corporatetax rates

In caseof a domesticcompany,if the total turnover
or grossreceiptsof the companyin the previousyear
2016-17 do not exceed2.5 billion the rate of Income-
tax shallbe 25 per cent of the total incomeand in all
other casesthe sameshallbe 30 per cent of the total
income. In caseof a companyother than a domestic
company,the rate of incometaxshallbe40per cent.
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CORPORATE& BUSINESSTAXATION

× Deduction in respect of profits and gains
from housingprojects

Theextant provisionsof Section80-IBAof
the Act providefor a deductionof 100%of
profits andgainsderivedfrom the business
of developing and building housing
projects provided that the project is
approvedby the competentauthority after
June1, 2016, but on or before the March
31, 2019. It is now proposedto extendthe
benefits for another year i.e. upto March
31, 2020.

Thisamendmentwill takeeffect from April
1, 2020.

×Other benefits to real estatesector

Theextant provisionsof Section23 of the
Act providethat whereproperty consisting
of any building or land appurtenant
thereto is held as stock-in-trade and the
property is not let duringthe whole or any
part of the previousyear,the annualvalue
of suchproperty shall be taken as Nil for
the period up to one year from the end of
the financialyearin whichthe certificateof
completionof constructionof the property
is obtained from the competentauthority.
It is now proposedto extendthe period of
exemption from levy of tax on notional
rent from oneto two years.

Thisamendmentwill takeeffect from April
1, 2020 and will, accordingly, apply in
relation to the assessmentyear 2020-21
andsubsequentassessmentyears.

September 16- October 15, 2018

CAPITALGAINS

× Taxation of long-term capital gains on
saleof residentialhouseproperty

The extant provisionsof Section54 of
the Act provide relief to the seller of a
long-term capital asset, being buildings
or landsappurtenantthereto andbeinga
residentialhouse,from capitalgaintax if
the proceedsfrom the sale are used to
acquire or construct one residential
housein India.

It is now proposed to increase the
benefit of rollover of capital gainsfrom
investment in one residential house to
two residential housesfor a tax payer
havingcapitalgainsup to INR20 million.
Thisoption shallalsobe availableto the
taxpayeronce and cannot be exercised
again for the same or any other
assessmentyear.

This amendment will take effect from
April 1, 2020and will, accordingly,apply
in relation to the assessmentyear2020-
21andsubsequentassessmentyears.
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PERSONALTAX

× Standarddeductionon salaryincome

It is proposed to increase the standard
deduction from INR40,000 to INR50,000
or the amount of salary received,
whicheveris less. Theseamendmentswill
take effect from April 1, 2020 and will,
accordingly, apply in relation to the
assessmentyear 2020-21 and subsequent
assessmentyears.

× RebateallowableunderSection87A

Theexistingprovisionsof section87A of the
Actprovidefor a rebateup to INR2500from
the income-tax payable to a resident
individual if this total income does not
exceed INR 5,00,000. It is proposed to
amend section 87A so as to increase the
maximumamount of rebate availableunder
this section from existingINR2,500 to INR
12,500. This amendment will take effect
from April 1, 2020 and will, accordingly,
apply in relation to the assessmentyear
2020-21andsubsequentassessmentyears.

× Notional rent of self-occupiedhouse

The extant provisionsof Section23 of the
Act provide for taxation of notional rent in
caseswhere the taxpayer has more than
oneself-occupiedhouse. It is proposedthat
tax on notional rent shall be levied only
where a taxpayerhas more than two self-
occupiedhouses. Thisamendmentwill take
effect from April 1, 2020 and will,
accordingly, apply in relation to the
assessmentyear 2020-21 and subsequent
assessmentyears.

September 16- October 15, 2018

TAXDEDUCTEDATSOURCE

× Taxdeductionat sourceon interest

It is proposedto amendsection194A of
the Act to increasethe thresholdlimit for
deduction of tax at source on interest
payableto a resident(other than interest
on securities) from INR 10,000 to INR
40,000.

Theseamendmentswill take effect from
April 1, 2020and will, accordingly,apply
in relation to the assessmentyear2020-
21andsubsequentyears.

× Taxdeductionat sourceon rent

It is proposedto amendsection194I of
the Act to increasethe thresholdlimit for
deductionof tax at sourceon rent from
INR180,000to INR240,000.

Theseamendmentswill take effect from
April 1, 2020and will, accordingly,apply
in relation to the assessmentyear2020-
21andsubsequentyears.
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Indirect TaxProposals

×CustomsDuty

o Introduction of revised system of
importing duty free capital goods and
inputsfor manufactureandexports;

o Singlepoint of approvalfor manufacture
and other operations in relation to
manufacturing process or other
operationsin the warehousein relation
to goodsasrequiredundersection65 of
the CustomsAct,1962;

o Full and comprehensivedigitalizationof
exportandimport transactions; and

o Promoting Radio Frequency
Identification (RFID) technology to
improveexport logistics.

×GoodsandServicesTax

o Exemptionlimit for GSTRegistrationfor
smallbusinessesproposedto be doubled
from INR20 lakhto INR40 lakh;

o Taxablepersonshaving turnover of 1.5
crore may opt for CompositionScheme,
whereinthey payGSTat 1%flat rate and
file onereturn annually; and

o Smallserviceprovidershavingan Annual
Turnoverin the precedingFinancialYear
up to INR 50 lakhs can now opt for
compositionschemeand pay GSTat 6%
(3% CentralGST+3% StateGST)instead
of 18%.

September 16- October 15, 2018

SECTORWISEIMPACT

INVESTMENT,EXPENDITUREAND POLICY
INITIATIVES

× AgriculturalandRuralEconomy

o In order to support poor and middle
classes,it is proposedto allocatefund
of INR600billion to MGNREGA.

o In order to double the income of
farmers, it has been proposed to
increase MSP by 1.5 times the
productioncostfor all 22crops.

o PM-KISAN programme will be
launchedfor smallfarmershavingless
than 2 hectaresof land as per which
an assured income support of INR
6,000per yearwould be providedin 3
instalments and transferred directly
to ŦŀǊƳŜǊΩǎbank accounts. A sum of
INR750 billion hasbeenallocatedfor
the saidprogramme.

o To provide 2% interest subvention
andadditional3%interest subvention
upontimely repaymentof loanin case
wherefarmersareaffectedby natural
calamities and assistance provided
from NDRF.

o To allocatefund of INR190 billion to
PMGSYscheme.

× Animal Husbandry and Fisheries 

o In order to support animalhusbandry
and fisheriessector,an allocationfor
Rashtriya Gokul Mission has been
increasedto INR7.5 billion.

o Rashtriya Kamdhenu Aayog scheme
will be set up for animalhusbandryto
enhanceproduction and productivity
of cows.
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o A separateDepartment of Fisherieswill be set up for the developmentof
fisheriessector.

o It is proposed to provide 2% interest subvention for farmers pursuing
activities of animal husbandry & fisheries and additional 3% interest
subventionupontimely repaymentof loan.

× LabourandWorkersWelfare

o GovernmentContributionin NPShasbeenproposedto increaseto 14%of the
basicsalaryof the employeeskeepingthe employeecontributionat 10%.

o Maximum bonus Ceilingfor labourersof the unorganizedsector has been
proposedto increasefrom INR3,500per month to INR7,000per month.

o Maximum pay ceiling for labourers of the unorganizedsector has been
proposedto increasefrom INR10,000per month to INR21,000per month.

o Paymentceilingfor tax free gratuity will be increasedfrom INR1 million to
INR2 million.

o Ceilingof ESIeligibility coverwill be increasedfrom INR15,000per month to
INR21,000per month.

o Minimumpensionfor everylaboureris fixedat INR1,000per month.

o In the caseof deceasedlabour,the amountto be paidby EPFOisproposedto
be enhancedfrom INR0.25Million to INR0.6 Million.

o Grant will be enhancedby about 50% for all workersunder Anganwadiand
AshaYojna.

o A megaPensionYojnanamelyάtǊŀŘƘŀƴMantri Shram-YogiMaandhanέwill
be launchedto provide an assuredmonthly pension of INR 3,000 to the
employeesof unorganisedsectorwith a monthlyincomeof INR15,000.

× EmpoweringYouth

o Nine priority areaswill be identified for establishmentof NationalCentreon
Artificial Intelligenceto take the benefitsof Artificial Intelligenceand related
technologies.

o ANationalProgrammeon Artificial Intelligencewill be launched.

September 16- October 15, 2018
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GLOSSARY

EPFO Employees Provident Fund Organisation

ESI Employee State Insurance

MGNREGA Mahatma Gandhi National Rural Employment Guarantee Act

MSP Minimum Support Price

NDRF National Disaster Relief Fund

NPS New Pension Scheme

PMGSY Prime Minister Gram SadakYojana

PM-KISAN Pradhan Mantri KisanSammanNidhi

×Medium, SmallandMicro Enterprises(MSMEs)andEmployment

o To strengthenMSMESector,a schemeof sanctioningloans up to INR10 million in 59
minuteshasalreadybeenlaunched.

o Further,the benefit of 2%Interest rebateon incrementalloan of INR10 million hasbeen
proposedto extendto GSTregisteredSMEs.

× InfrastructureDevelopmentandDigital Economy

o Containercargomovementwill be introducedfor improvingthe navigationcapacityof the
BrahmaputraRiver.

o Allocationfor Infrastructuredevelopmentto North Easternstatesis proposedto increase
by21%.

o It isproposedto make1 lakhvillagesinto Digitalvillagesovernext5 years.
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