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Key Features of Budget 2015-2016

INTRODUCTION

e Credibility of Indian economy has been re-established in the last nine months.

e Indian economy about to take-off on a fast growth trajectory.
e Most growth forecasts have upgraded Indian economic gro 3l economic growth.
e Economically empowered States are equal partners to Indian _
e Round the clock, round the year Government to pursue accelerated _ estment for the

benefit of all Indians. '
e After inheriting an economy with sentiments of “doom and g
e indicators, nine months have seen at turn around, making | he World with

a real GDP growth expected to be 7.4% (New Series).
e Stock market - Second best performing in 2014.
e Macro-economic stability and conditions for su ble ion, job creation and durable double

digit economic growth have been achieved. -

e Restored the trust of the people on the
Three Key achievements:

e Financial Inclusion - 12.5 cr

e Transparent.Coal Block auctic :
e Swachh Bh ) ; hygien and cleanliness but has become a movement to

STATE OF ECONO
Inflation

e Inflation declined - a structural shift

e CPlinflation projected at 5% by the end of the year, consequently, easing of monetary policy.
e Monetary Policy Framework Agreement with RBI, to keep inflation below 6%.

e GDP growth in 2015-16, projected to be between 8 to 8.5%.

e Amrut Mahotsav - The year 2022, 75th year of Independence

e Vision for “Team India” led by PM

e Housing for all - 2 crore houses in Urban areas and 4 crore houses in Rural areas.
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e Basic facility of 24x7 power, clean drinking water, a toilet and road connectivity.

e At least one member has access to means for livelihood.

e Substantial reduction in poverty.

e Electrification of the remaining 20,000 villages including off-grid Solar Power- by 2020.
e Connecting each of the 1,78,000 un-connected habitation.

e Providing medical services in each village and city.

e Ensure a Senior Secondary School within 5 km reach of every child, while improving quality of education and

learning outcomes. N
e To strengthen rural economy - increase irrigated area, "'35.' gation systems, and
ensure value addition and reasonable price for farm produce.
e Ensure communication connectivity to all villages.
e To make India, the manufacturing hub of the World through Skill India and i mmes.
e Encourage and grow the spirit of entrepreneurship - to turn / t '

e Development of Eastern and North Eastern regions on par wit
Major Challenges Ahead

e Five major challenges: Agricultural income under st i ; infrastructure, decline in
manufacturing, resource crunch in vie s to states, maintaining fiscal discipline.

e To meet these challenges public sect . stment, make in india programme to

1 _ _ ortant national priorities such as
agriculture, education, health, MGNR i ding roads.

e Challenge of maintaining 014-15, despite lower nominal GDP growth due to

lower infl

and cong

Need to view public ces from a National perspective and not just the perspective of the Central

Government. Aggregate public expenditure of the Governments, as a whole can be expected to rise
substantially.

e Disinvestment to include both disinvestment in loss making units, and some strategic disinvestment.
Good governance

e Need to cut subsidy leakages, not subsidies themselves. To achieve this, Government committed to the process
of rationalizing subsidies
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e Direct Transfer of Benefits to be extended further with a view to increase the number of beneficiaries from 1
crore to 10.3 crore.

Agriculture

e Major steps take to address the two major factors critical to agricultural production, that of soil and water.
e Paramparagat Krishi Vikas Yojana’ to be fully supported.

e Pradhanmantri Gram Sinchai Yojana’ to provide ‘Per Drop More Crop’.

e 5,300 crore to support micro-irrigation, watershed develop nent and the ri Krishi Sinchai Yojana’'.
States urged to chip in.

e 25,000 crore in 2015-16 to the corpus of Rural Infrastructure Dev ' set up in NABARD;

*15,000 crore for Long Term Rural Credit Fund; 45,000 crore for Shor dit Refinance

e Need to create a National Agriculture Market for | 18\
of moderating price rises. Government to work 3 NITL, f creation of a Unified National
Agriculture Market.

Funding the Unfunded

e Micro Units Development Refinance ' rus of 20,000 crores, and credit
guarantee corpus of *3,000 cr '

e Inlending, priority will be ) rprises.
e MUDRA Bgvill be re: i Micro-finance Institutions which

e NBFCs registered w Bl and having asset size of '500 crore and above may be considered for notifications as

‘Financial Institution’ in'terms of the SARFAESI Act, 2002.

From Jan Dhan to Jan Suraksha

e Government to work towards creating a functional social security system for all Indians, specially the poor and
the under-privileged.
e Pradhan Mantri Suraksha Bima Yojna to cover accidental death risk of 2 Lakh for a premium of just "12 per year.
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e Atal Pension Yojana to provide a defined pension, depending on the contribution and the period of contribution.
Government to contribute 50% of the beneficiaries’ premium limited to "1,000 each year, for five years, in the
new accounts opened before 31st December 2015.

e Pradhan Mantri Jeevan Jyoti Bima Yojana to cover both natural and accidental death risk of "2 lakh at premium
of “330 per year for the age group of 18-50.

e A new scheme for providing Physical Aids and Assisted Living Devices for senior citizens, living below the
poeverty line.

e Unclaimed deposits of about “3,000 crores in the PPF, and ap in the EPF corpus. The

hese social security

Infrastructure

e Sharp increase in outlays of roads and railways. Capital exp C nits to also go up.
e National Investment and Infrastructure Fund (NIIF

e Promotion Platform involving academ ing .and international experiences to foster

' L ore will be earmarked.

e Concerns of IT industries for a more li ) raisi : pital, incubation facilities in our Centres of
Excellence, funding for se ca Doing Business etc. would be addressed for creating
hundreds illion doll;

e (SETU) Self- established as Techno-financial, incubation and facilitation

pr

e 5new Ultra ower Projects, each of 4000 MW, in the Plug-and-Play mode.

Financial Market

e Public Debt Management Agency (PDMA) bringing both external and domestic borrowings under one roof to be
set up this year.

e Enabling legislation, amending the Government Securities Act and the RBI Act included in the Finance Bill, 2015.

e Forward Markets commission to be merged with SEBI.

e Section-6 of FEMA to be amended through Finance Bill to provide control on capital flows as equity will be
exercised by Government in consultation with RBI.
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e Proposal to create a Task Force to establish sector-neutral financial redressal agency that will address grievance
against all financial service providers.

e India Financial Code to be introduced soon in Parliament for consideration.

e Vision of putting in place a direct tax regime, which is internationally competitive on rates, without exemptions.

e Government to bring enabling legislation to allow employee to opt for EPF or New Pension Scheme. For
employee’s below a certain threshold of monthly income, contribution to EPF to be option, without affecting
employees’ contribution.

Monetising Gold

e Gold monetisation scheme to allow the depositors of gold to earn ccounts and the
jewellers to obtain loans in their metal account to be introduced.
e Sovereign Gold Bond, as an alternative to purchasing metal gc

e Commence work on developing an Indian gold coin, which

Investment

e Distinction between different types of foreign investmen _ oreign portfolio investments
and foreign direct investments to be d ' ith. ent with coposite caps.

e A project development company to ~ : wbs in CMLV countries, namely,
Cambodia, Myanmar, Laos and Vied

Safe India

*1000 crores to th&bhaya Fu

Tourism

e \isasona

Green India

e Target of renewable energy capacity revised to 175000 MW till 2022, comprising 100000 MW Solar, 60000 MW
Wind, 10000 MW Biomass and 5000 MW Small Hydro.

e A need for procurement law to contain malfeasance in public procurement.

e Proposal to introduce a public Contracts (resolution of disputes) Bill to streamline the institutional arrangements
for resolution of such disputes.

e Proposal to introduce a regulatory reform Bill that will bring about a cogency of approach across various sectors
of infrastructure.
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Skill India

e Lessthan 5% of our potential work force gets formal skill training to be employable. A national skill mission to
consolidate skill initiatives spread accross several ministries to be launched.

e Deen Dayal Upadhyay Gramin Kaushal Yojana to enhance the employability of rural youth.

e A Committee for 100th birth celebration of Shri Deen Dayalji Upadhyay to be announced soon.

e Astudent Financial Aid Authority to administer and monitor the front-end all scholarship as well Educational

Loan Schemes, through the Pradhan Mantri Vidya Lakshmi Karyakram.

e AnlIT to be set up in Karnataka and Indian School of Mines,
o New All India Institute of Medical Science (AIIMS) to be set up i
Assam. Another AIIMS like institutions to be set up in Bihar.

o a full-fledged IIT.
{imachal Pradesh and

* Apost graduate institute of Horticulture Research & Education is to
e 3 new National Institute of Pharmaceuticals Education and R 11 Chattisgarh
and one institute of Science and Education Researchisto b

e Government is committed to comply
their re-organisation. _
e Inspite of large increase in devoluti
housing, urban developme

e Part of Delhi-Mumbai Ind
Industrial are now in.a p

r the Financial Year are estimated at "13,12,200 crore.
is estimated to be "4,65,277 crore, which is very near to the R.E. of 2014-15.
ccordingly been estimated at “17,77,477 crore.

e Plan expendi

e Total Expenditu

e The requirements for expenditure on Defence, Internal Security and other necessary expenditures are
adequately provided.

e Gross Tax receipts are estimated to be "14,49,490 crore.

e Devolution to the States is estimated to be '5,23,958.

e Share of Central Government will be '9,19,842.

e Non Tax Revenues for the next fiscal are estimated to be "2,21,733 crore. % Fiscal deficit will be 3.9 per cent of

GDP and Revenue Deficit will be 2.8 per cent of GDP.
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TAX PROPOSAL

e Objective of stable taxation policy and a non-adversarial tax administration.

e Fight against the scourge of black money to be taken forward.

e Efforts on various fronts to implement GST from next year.

o No change in rate of personal income tax.

e Proposal to reduce corporate tax from 30% to 25% over the next four years, starting from next financial year.

e Rationalisation and removal of various tax exemptions and ince isputes and improve

administration.
e Exemption to individual tax payers to continue to facilitate savi

Broad themes :
e Measures to curb black money;

4 Job creation through revival of growth and investment and anufacturing — “Make in

nt to be dealt with effectively and forcefully.
eign assets has been given highest priority in the last nine

o New structure of electronic filing of statements by reporting entities to ensure seamless integration of data for
more effective enforcement.

e Bill for a comprehensive new law to deal with black money parked abroad to be introduced in the current
session.

e Key features of new law on black money:
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v Evasion of tax in relation to foreign assets to have a punishment of rigorous imprisonment upto 10 years, be
non-compoundable, have a penalty rate of 300% and the offender will not be permitted to approach the
Settlement Commission.

v" Non-filing of return/filing of return with inadequate disclosures to have a punishment of rigorous imprisonment
upto 7 years.

v" Undisclosed income from any foreign assets to be taxable at the maximum marginal rate.

v' Mandatory filing of return in respect of foreign asset.

v Entities, banks, financial institutions including individuals all liable for prosecution and penalty.

v" Concealment of income/evasion of income in relation to a forei redicate offence under
PML Act, 2002. '

v" PML Act, 2002 and FEMA to be amended to enable administrat

e Benami Transactions (Prohibition) Bill to curb domestic black money t session of
Parliament.

e Acceptance or re-payment of an advance of * 20,000 or mo  cash 1 2 property to be
prohibited.

e PAN being made mandatory for any purchase or sale exceedi

e Third party reporting entities would be required . Jreign currency sales and cross
border transactions. . '

e Provision to tackle splitting of reportable transactic -

e Leverage of technology by CBDT and CBE( i ' rom either’s data bases.

Make in India

Revival of growth and investment a ic uring for job creation.

Tax “pass through” to be allowed to ! ' ' ternative investment funds.
Rationalisation of capital g | at
InvITs.
Rental inc

inflow.
Benefit of d
reduced. -
Basic Custom dut ertain inputs, raw materials, inter mediates and components in 22 items, reduced to
minimise the impact of duty inversion.

All goods, except populated printed circuit boards for use in manufacture of ITA bound items, exempted from
SAD.

SAD reduced on import of certain inputs and raw materials.

Excise duty on chassis for ambulance reduced from 24% to 12.5%.

Balance of 50% of additional depreciation @ 20% for new plant and machinery installed and used for less than
six months by a manufacturing unit or a unit engaged in generation and distribution of power is to be allowed
immediately in the next year.

ion for employment of new regular workmen to all business entities and eligibility threshold
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Ease of doing business — Minimum Government Maximum Governance

e Simplification of tax procedures.

e Monetary limit for a case to be heard by a single member bench of ITAT increase from * 5 lakh to “15 lakh.

e Penalty provision in indirect taxes are being rationalised to encourage compliance and early dispute resolution.

e (Central excise/Service tax assesses to be allowed to use digitally signed invoices and maintain record
electronically

e Wealth-tax replaced with additional surcharge of 2 per cent on super rich with
annually. y

e  Provision of indirect transfers in the Income-tax Act suitably

e Applicability of indirect transfer provisions to dividends paid by
addressed through a clarificatory circular.

e Domestic transfer pricing threshold limit increased from °5 crore to *

e MAT rationalised for Flls and members of an AOP. ' .

e Tax Administration Reform Commission (TARC) recommend
course of the year.

e Education cess and the Secondary and Higher edu

e Specific rates of central excise duty in case of certain

e Excise levy on cigarettes and the compounded | <
products also changed. b i

e Excise duty on footwear with leather ers i of more than "1000 per pair reduced to 6%.

e Online central excise and service tax r i

a taxable income of over "1 crore

hareholders to be

e Donation made to Nation NFCDA) to be eligible for 100% deduction u/s 80G of
Income-t t. -

e Seized cas
Swachh Bharat

1 to levy Swac
ises.
non affluent treatment plant exempt from Service-tax.
e Concessions on cu and excise duty available to electrically operated vehicles and
e hybrid vehicles extended upto 31.03.2016.
Benefits to middle class tax-payers
e Limit of deduction of health insurance premium increased from “15000 to * 25000, for senior citizens limit
increased from "20000 to “30000.
e Senior citizens above the age of 80 years, who are not covered by health insurance, to be allowed deduction of
30000 towards medical expenditures.
e Deduction limit of * 60000 with respect to specified decease of serious nature enhanced to * 80000 in case of
senior citizen.

harat cess at a rate of 2% or less on all or certain

e  Services by co
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Others

Additional deduction of "25000 allowed for differently abled persons.

Limit on deduction on account of contribution to a pension fund and the new pension scheme increased from " 1
lakh to “1.5 lakh.

Additional deduction of * 50000 for contribution to the new pension scheme u/s 80CCD.

Payments to the beneficiaries including interest payment on deposit in Sukanya Samriddhi scheme to be fully
exempt.

Service-tax exemption on Varishtha Bima Yojana.

Concession to individual tax-payers despite inadequate fiscal space.
Lot to look forward to as fiscal capacity improves.
Conversion of existing excise duty on petrol and diesel to the
investment. -
Service Tax exemption extended to certain pre cold storage service i and vegetables so as to
incentivise value addition in crucial sector.
Negative List under service-tax is being slightly pruned to wid :
Yoga to be included within the ambit of charitable purpose e-tax Act.

To mitigate the problem being faced by many genuine charita oposed to modify the ceiling
on receipts from activities in the nature of trade, co ' s total receipts from the
existing ceiling of * 25 lakh. .
Most provisions of Direct Taxes Code have alread

Cess to fund

Direct tax proposals to result in reven ) the prpsals in indirect taxes are
expected to yield * 23383 crore. Thus,

Increase in basic custom duty:
Metallergical coke from 2.! _
Tariff rat iron and st increased from 10% to 15%.
Tariff ratZ‘ommer ial vel : §

ice provided by way of Varishtha Pension Bima Yojana.

¢ All ambulance sery provided to patients.

¢ Admission to museum, zoo, national park, wile life sanctuary and tiger reserve.
¢ Transport of goods for export by road from factory to land customs station.

Enabling provision made to exclude all services provided by the Government or local authority to a business
entity from the negative list.

Service-tax exemption to construction, erection, commissioning or installation of original works pertaining to an
airport or port withdrawn.

Transportation of agricultural produce to remain exempt from Service-tax. Artificial heart exempt from basic
custom duty of 5% and CVD.
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e Excise duty exemption for captively consumed intermediate compound coming into existance during the
manufacture of agarbathi.
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