Union Budget
2018-19
2nd February 2018
P. G. Joshi & Co.
Chartered Accountants
Mumbai | Nagpur | Pune

#PGJBudget

FINANCE BUDGET 2018

‘‘You merge yourselves in the void and disappear, and let new India arise in your
place. Let her arise – out of the peasants’ cottage, grasping the plough; out of the
huts of the fisherman. Let her spring from the grocer’s shop, from beside the oven
of the fritter seller. Let her emanate from the factory, from marts, and from
markets. Let her emerge from groves and forests, from hills and mountains’’.
-Swami Vivekananda
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Budget Narrative
Every year budget presentation
evokes anxiety amongst the citizens. Everyone
tries to look for “what is in it for her/him”. This
years budget, clearly has a different focus. Though
it can not be labelled as a populist budget, still it
touches the masses, farmers and the poor, to be
precise. It may not be called as populist because it
consolidates certain earlier measures and tries to
bring in ease of living for the masses. Means for
making this happen are through reforms and
measures in Health, Education, Infrastructure,
Credit delivery sectors. These measures would go a
long way in improving rural life as the measures do
not appear to be one time freebie given before
elections.
Health and Education sectors have
come into limelight in this budget. Lot of
concentration is being given on the rural education
and health care mechanisms.
More schools for poor and tribal are
being planned. Training the teachers program for
about 13 lac teachers is being envisaged. Bringing
technology in teaching methods and conceptual
changes like replacing Black Board by Digital
Boards is planned. School children would be
exposed to the digital world at an early age.
Strengthening
infrastructure
of
premier
educational institutions will be carried out at the
cost of one lac crore. More schools of excellence in
architecture and planning, railway University at
Vadodara are other highlights. Apart from above,
there is a push to encourage BTech students, by
giving them fellowship and handsome stipend, to
undertake research and also teach the aspiring
students.
Key highlight of national health
program is a massive health insurance program of

medical facilities, providing a cover up to Rs. 5 Lacs
for hospitalisation and tertiary medical care to 10
crore poor and vulnerable families or about 50
crore individuals, is being undertaken. This could
be one of its kind program ever undertaken
anywhere in the world. Though, this would require
an institutional mechanism and more clarity on
this would come. To provide medical facilities to
poor 24 more hospitals are envisaged. This would
have far reaching impact in the life of rural poor.
Cleaning Ganga has gained some momentum with
villages along the river declared ODF. More thrust
is being given to complete the projects at a cost of
more than Rs. 16,000 Crore
Along with the rural focus,
employment generation through certain measures
for MSMEs is targeted. Making credit available to
MSMEs by using technology and GSTN mechanism,
roping in NBFCs for credit delivery, relief in EPF
contribution of new employees and women,
strengthening “Stand up India”, higher targets for
MUDRA loans, are some of such measures.
The Prime Minister monitors the
progress of Infrastructure projects using online
tracking system Pragati. It can be assumed that
the project work shall be carried out in a fast track
mode. Urbanisation was given a thrust in earlier
years with AMRUT and Smart Cities Mission. These
are progressing, though with a slow pace. Funding
of Infrastructural Projects is being institutionalised
with formation of India Infrastructure Finance
Corporation Limited (IIFCL). It will projects in Infra,
Education, Health sectors. Roads are being built
with a faster pace and innovative funding
structures are being proposed. Bharatmala project
with a massive investment of Rs. 5.35 Crore shall
build a network of 35000 Kms of road.
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Budget Narrative
Railways are in a rejuvenation mode
with Capex approval of Rs. 1.49 Lac Crore. More
capacity is being created by adding more tracks
and conversion of old tracks to Broad Gauge
tracks. Safety is another focus in Railway
allocations. Revamping of Railway stations, putting
up escalators, Wi-Fi, CCTV cameras, state of the
art amenities in coaches are being envisaged.
Mumbai and Bangalore cities shall have improved
and additional suburban rail network. This
includes additional tracks, elevated corridors.
Regional Air connectivity through UDAN to
connect 56 unserved cities, giving good
connectivity and convenience to passengers
travelling in those cities.
Funding Infrastructure projects has
been a challenge. Monetizing vehicles like
Infrastructure Investment Trust (InvIT) shall help
the Govt realise money from CPSE assets. This also
includes commercial development of land around
railway stations. RBI and SEBI shall facilitate the
corporates to raise 25% of required funds from
Bond markets. However, the bond needs to be ‘A’
grade rated to access the market. On the
technology front, centers of excellence are being
set up at a cost of Rs. 3073 Crore to promote
research in robotics, big data analysis, artificial
intelligence,
digital manufacturing, quantum
communication. Five crore rural citizens shall
experience the power of internet after 5lac
hotspots for Wi-Fi connectivity are installed. This
shall bring them closer to the Govt schemes.
Technology is being used to ease the road
travelers passage through toll stations by
introduction of Fast tags. New cars of M & N class,
shall be manufactured with fast tags from Dec
2017.

The govt. proposes to build Institutional
framework for improving Public service delivery.
Measures being taken to develop two defence
industrial production corridors in the country. The
Government will also bring out an industry
friendly Defence Production Policy 2018 to
promote domestic production by public sector,
private sector and MSMEs. Every enterprise to
have an identification number similar to Adhar.
Other proposals include financial restructuring of
FCI, merger of three national Insurance companies
and listing of merged entity on stock exchange,
listing of 14 CPSEs, disinvestment of shareholding
in PSE to raise Rs. 80,000 crore, recapitalization of
PSB through bond issue thereby making Rs. 5lac
crore available for credit delivery, etc.
The Govt. had been taking measures
to contain Fiscal deficit which was at 4.4% of GDP
in 2013-14 and slowly tapered to 4.1% in 2014-15,
3.9% in 2015-16, 3.5% in 2016-17, 3.5% in 201718 and estimated at 3.3% in 2018-19.
Direct tax proposals have brought in
some changes in MSME and Individual taxation.
MSMEs having turnover less than Rs. 250 Crore
shall be taxed at a lower rate of 25%. In case of
salaried persons a standard deduction of Rs
40,000 is introduced however, earlier deductions
for conveyance and medical expenses have been
removed. Thus there is a marginal relief to the
salaried tax payer. Senior citizens have something
to cheer. Interest on bank deposits shall not be
taxed up to Rs. 50,000 as against Rs. 10,000
earlier. Expenditure up to Rs. 50,000 on medical
care is deductible under section 80D as against Rs.
30,000 earlier. Similarly for critical illness limit is
raised to Rs. 1 lac under section 80DDB.
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Budget Narrative
One change that will have widespread
impact is rationalisation of Long Term Capital
Gains on transfer of listed equity shares, equity
linked Mutual Funds. Tax at the rate of 10% on
Long Term Capital Gains exceeding Rs. 1 Lac and
at the rate of 15% on short term Gains is
proposed. Though there is a provision of
Grandfathering of Gains up to 31st January, this
provision shall hit many investors on the Stock
Exchanges.
Other changes that would attract some interest
are :
1. No entity can enter into a financial transaction
of Rs. 2.50 lacs or more if there is no PAN
2. Provision of prosecution against companies
for non filing of return even though tax is NIL
3. In order to avail benefit of any deduction
under Chapter VIA-C, the persons have to file
return within due date
4. Lock in period of Investments made for
avoiding L T Capital Gains Tax is 5 years
instead of 3 years earlier.
5. Presumptive taxation for transporter shall be
based on tonnage of vehicle (Sec 44AE)

Changes in indirect taxation covering
Customs duty are more towards protecting the
Indian manufacturers from cheap imports. The
products that are impacted include cosmetics, car
spares, fruit juices, perfumes and toiletries,
textiles, footwear, diamonds and semi precious
jewellery, electronic hardware, furniture, watches
and clocks, toys and games, edible oils. Apart from
this there is a social welfare surcharge @ 10% of
aggregate custom duties.
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Apprehensions and Critical Analysis
Increase in MSP of agricultural produce is a major
worry for some as they think it may lead to
inflation. Textiles may be hit by this. Only raising
MSP may not increase the farmers income unless
there is an increase in productivity since labour
wages have also increased in past five years. Also
providing for MSP at 150% of cost indicates that
the Agriculture sector is in real distress and needs
immediate relief.
1. There is also a fear about resources required
for raising funds for Health Insurance.

the Budget does not mention anything on the
same.
In a nutshell, the government continues to take
strong initiatives for the development of the rural
sector with focus on generating employment and
employable youth alike. The budget also reflects
the governments intentions of upgrading civil
infrastructure and making better services available
to the citizens. The budget may be overall inferred
to be a positive one.

2. Black money appears to have taken a back
seat as no special proposal to contain it.
3. Grandfathering LTCG and limiting it to 10% is a
good idea but STT payment being a
prerequisite shall impact capital raising.
4. LTCG on equity may dampen the spirit in short
term but shall bring parity between growth
and dividend options.
5. Cryptocurrency is not a legal tender in India
however a view is it is not illegal either. There
is no mention in the budget speech about
taxability of STCG or LTCG on these
transactions.
6. The Budget does not stimulate corporate
investment hence may not create jobs as
desired.

?

7. Tax cut proposed only for smaller companies.
However, large companies contributing most
to the exchequer are left out.
9. Considering the thrust given on making funds
available in the rural & MSME sector,
regulations for promoting Peer to Peer
Funding Platforms were expected. However,
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Budget Financials
Compiled from the “Budget at a Glance” published by the Ministry of Finance.
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Budget Financials 2018-19
(In Rs. Crore)
Particulars

1

2016-2017
(Actuals)

2017-2018
(Budget
Estimates)

2017-2018
(Revised
Estimates)

2018-2019
(Budget
Estimates)

Revenue Receipts

13,74,203.00

15,15,771.00

15,05,428.00

17,25,738.00

2. Tax Revenue

11,01,372.00

12,27,014.00

12,69,454.00

14,80,649.00

2,72,831.00

2,88,757.00

2,35,974.00

2,45,089.00

6,00,991.00

6,30,964.00

7,12,322.00

7,16,475.00

5. Recovery of Loans

17,630.00

11,933.00

17,473.00

12,199.00

6. Other Receipts

47,743.00

72,500.00

1,00,000.00

80,000.00

5,35,618.00

5,46,531.00

5,94,849.00

6,24,276.00

3. Non-Tax Revenue
4

1

Capital Receipts

7. Borrowings and Other
2
Liabilitites
8

Total Receipts (1+4)

19,75,194.00

21,46,735.00

22,17,750.00

24,42,213.00

9

Total Expenditure (10+11)

19,75,194.00

21,46,735.00

22,17,750.00

24,42,213.00

10

On Revenue Account

16,90,584.00

18,36,934.00

19,44,305.00

21,41,772.00

11

On Capital Account

2,84,610.00

3,09,801.00

2,73,445.00

3,00,441.00

12

Revenue Deficit (10-1)

3,16,381.00

3,21,163.00

4,38,877.00

4,16,034.00

As a percentage of GDP

2.10%

1.90%

2.60%

2.20%

Fiscal Deficit [9-(1+5+6)]

5,35,618.00

5,46,531.00

5,94,849.00

6,24,276.00

As a percentage of GDP

3.50%

3.20%

3.50%

3.30%

54,904.00

23,453.00

64,006.00

48,481.00

0.40%

0.10%

0.40%

0.30%

13

14

Primary Deficit
(13-Interest Payments)
As a percentage of GDP

1

2

Excluding receipts under Market Stabilisation Scheme; Includes drawdown of Cash Balance
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Budget 2018-19
Rupee Comes From
Borrowing & Other
Liabilities
19%

Goods & Service Tax
and Other Taxes
23%

Union Excise Duties
8%

Non-Debt Capital
Reciepts
3%

Non-Tax Revenue
8%

Income Tax
16%
Customs
4%

Corporation Tax
19%

Rupee Goes To
Centrally Sponsered
Scheme
9%

Central Sector
Scheme
10%
Interest Payments
18%

Other Expenditure
8%
Pensions
5%

Defence
9%

States' share is taxes
& duties
24%
Subsidies
9%

Finance Commission
& Other Transfers
8%
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Economy,
Governance &
Development
“When our government took over, India was considered a part of fragile 5; today,
India stand outs among the fastest growing economies of the world”
Arun Jaitley, Budget Speech 2018
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Economy, Governance &
Development
IN RETROSPECT
The Govt. carried reforms to bring about
structural changes in Governance. Positive
impacts like increase in FDI, transparent allocation
of natural resources, curb on corruption and black
money, demonitisation, introduction of GST and
IBC, push to digitisation, increase in tax base are
some of the reflections of the structural changes
in governance.
GDP growth at 6.3% in the second quarter
of 2017-18 points towards improving markets.
Economy is showing green shoots and hopes to
grow by around 7.4% in the second half.
This transformation is reflected in
improvement of India’s ranking in the World
Bank’s ‘Ease of Doing Business’ with India breaking
into top 100 for the first time.

Women empowerment as one of the prime
agenda, the Govt. provided LPG and electricity
connections to poor. Subsidy in interest rates for
housing, cheap generic medicines, move towards
digitization of civic services, attestation of
certificates non-mandatory, are some of the
measures taken to ease the life of poor in country.
There had been disruptions on account of
currency shortage during demonitisation, constant
changes in rules and rates of GST creating more
confusion in the business community.
Things would settle down slowly. Some of
the difficult compliances have been postponed till
March 2018. Govt hopes system shall be
streamlined by March 2018.

Key Performance Indicators
Particulars

2015-16

2016-17

2017-18

2018-19 (BE)

GDP Growth Rate

8.20%

7.10%

6.75%

N.A.

Fiscal Deficit
(% of GDP)

3.90%

3.50%

3.50%

3.30%

Source: Press Releases; Budget Speech 2018
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Investment,
Expenditure and
Policy Initiatives
“We promised a leadership capable of taking difficult decisions and restoring
strong performance of Indian Economy”
Arun Jaitley, Budget Speech 2018
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Investment, Expenditure and Policy
Initiatives
Policy decisions have been primarily segregated into 5 major heads:

Agriculture & Rural Economy
“We consider agriculture as an enterprise and want to help farmers
produce more from the same land parcel at lesser cost and
simultaneously realize higher prices for their produce.” – Arun Jaitley
Pg.

15

Health, Education & Social Protection
“My Government’s goal is to assist and provide opportunity to every
Indian to realize her full potential capable of achieving her economic
and social dreams.” – Arun Jaitley
Pg.

17

Pg.

21

Medium,
Small and
Micro
Enterprises
and
Employment
Small,
Medium
& Micro
Enterprises
and
Employment
“Medium, Small and Micro Enterprises (MSMEs) are a major engine of
growth and employment in the country.” – Arun Jaitley
Pg.

19

Infrastructure &
and
Financial
Sector
Development
Financial
Sector
Development
“Infrastructure is the growth driver of economy.” – Arun Jaitley

Building Institutions & Improving Public Service Delivery
“These policies aim at addressing problems and challenges presented
by deficiencies in human and institutional capacity.”
Pg.

23
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Investment, Expenditure and Policy
Initiatives
AGRICULTURAL AND RURAL ECONOMY
Key Highlights
✓ Cluster based agricultural activity to be developed. Organic farming, medicinal and aromatic plants
cultivation to get boost.
✓ For tomatoes, onions and potatoes ‘‘Operation Greens’’ shall promote (FPOs), Agri-logistics, Processing
Facilities and Professional Management.
✓ Kisan Credit Card facility to be extended to fisheries and animal husbandry farmers.
✓ Bamboo is ‘Green Gold’ National Bamboo mission to promote Bamboo sector holistically
✓ Farming input need aggregator companies to get tax benefits
✓ Rural roads to link schools, hospitals, farm, rural habitat, GrAM to be strengthened.
✓ Solar power to be generated in farms. Mechanism to be in place to purchase the power at remunerative
rates
✓ 8 Crore women to get LPG connection under Ujjwala Scheme
✓ Target to electrify 4 crore households with spending of Rs. 16000 Crore.
✓ 2 Crore more toilets to be constructed.
✓ Under PM Awas Scheme Rural, 102 lakhs houses to be constructed by 2019-20, exclusively in rural areas.

Allocations and schemes in the
Agricultural sector appears to have been looked
into holistically. Where the mechanism of MSP is
being strengthened, at the same time, food
processing units are being encouraged and APMC
linkages are being ensured. These initiatives shall
support the MSP realisation.
Cluster based farming, especially
horticulture, shall give an impetus to food
processing industry with sufficient raw material
available in the cluster itself.
Extension of credit to fisheries and
animal husbandry as also creation of
infrastructure Fund shall go a long way in
improving economic condition of farmers working
in that sector. Trade processes can be more
streamlined.

Availability of credit to lessee
cultivator is a very progressive step as ownership
of land shall not be mandatory for obtaining
funds. NITI Ayog and State Govts. to frame the
mechanism.
With better road linkages agri-input
aggregator companies can ensure supply of good
quality seeds, fertilisers, harvesting facility, farm
equipment services, transportation of produce
etc. to the farmers.

More facilities to rural women, road
linkages to school, hospital, farms, supply of
electricity shall help in improvement of rural
economy. It is likely to increase rural employment
in areas other than traditional farming labour
work.
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Investment, Expenditure and Policy
Initiatives
AGRICULTURAL AND RURAL ECONOMY
Additional Highlights areas where policies have
been introduced are:
1. Farmers to realise 150% of their cost on sale
of farm products . Mechanism to be in place
to ensure this.
2. All Agriculture Produce Market Committee(s)
to be connected to e-NAM network by March
2018. Create 22,000 Gramin Agri-Markets
(GrAM) for small and marginal farmers.
3. Allocation to food processing industry
development to be doubled to Rs. 1,400 Crs.

4. Two funds with corpus of Rs. 10,000 Crs for
Aquaculture
and
Animal
Husbandry
Infrastructure Development
5. Agricultural credit to be Rs. 11.00 Lac Crores
in FY 2018-19 as against Rs. 10.00 Lac Crores
in previous year.
6. Prime Minister Krishi Sinchai Yojna- Har Khet
ko Pani Rs. 2,600 Crores allocated.
7. Loans to SHGs will increase to Rs. 75,000
Crore by March, 2019. Allocation of National
Rural Livelihood Mission Rs. 5,750 Crores in
2018-19
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Investment, Expenditure and Policy
Initiatives
HEALTH, EDUCATION AND SOCIAL PROTECTION
Key Highlights
✓ To increase teachers, 13 Lac untrained teachers to be trained under RTE.
✓ National Social Assistance Programme this year has allocated Rs. 9,975 crore.
✓ Blackboard to digital board. Technology to be integrated in teaching methods.
✓ By 2022 every block to have Eklavya Vidyalaya- a residential school for ST and Tribals
✓ ‘‘Revitalising Infrastructure and Systems in Education (RISE) by 2022’’ with a total investment of Rs.
1,00,000 crore in next four years.
✓ Specialized Railways University at Vadodara.

✓ Setting up Schools of Planning and Architecture, to be selected on challenge mode.
✓ ‘‘Prime Minister’s Research Fellows (PMRF)’’ Scheme will be launched where 1,000 best B.Tech. students
each year will be selected from premier institutions and provide them facilities to do Ph.D in IITs and IISc.
✓ 1.5 Lac Health care centers to be financially strengthened with allocation of Rs. 1,200 Crores.
✓ Rs. 5 Lac insurance cover per family for 10 Crore families. Benefit to 50 crore persons. Largest healthcare
initiative in the world.
✓ 24 new Govt Medical colleges and Hospitals to come up.
✓ GOBAR-DHAN to be launched.
✓ All Poor households to be insured under Pradhan Mantri Jeevan Jyoti Beema Yojana (PMJJBY).
✓ Govt to promote micro-insurance and pension schemes through Jan Dhan Yojna accounts.

Social security and protection
program for every household of old, widows,
orphaned children, divyaang and deprived.

and development, there is a huge demand for
Urban Planners. New schools of Architecture and
Planning shall cater to the needs of these projects.

Technology is being integrated in
teaching methods at school levels. Investments in
research and related infrastructure in premier
educational
institutions,
including
health
institutions being stepped up.

PMRF shall attract bright B.Tech.
students into research and also teaching.

With lot of cities under Smart Cities

To step up investments in research and
related infrastructure in premier educational
institutions, including health institutions, a major
initiative named ‘‘Revitalising Infrastructure and
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Investment, Expenditure and Policy
Initiatives
HEALTH, EDUCATION AND SOCIAL PROTECTION
Systems in Education (RISE) by 2022’’ is being
launched with a total investment of Rs. 1,00,000
crore in next four years.
IN healthcare, 1.5 Lac health care
centers are being strengthened. These shall give
free diagnostic and medicine services to poor in
their villages. Major initiative being insurance up
to Rs.5 Lacs per household for 10 crore families
effectively giving benefit to 50 crore persons. This
is claimed to be worlds largest healthcare
program.
GOBAR DHAN to be launched for
conversion animal dung and farm solid waste into
bio-fertilizer, bio-gas and compost.
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Investment, Expenditure and Policy
Initiatives
MEDIUM, SMALL & MICRO ENTERPRISES (MSME) AND EMPLOYMENT
Key Highlights
✓ Public Sector Banks and corporate on Trade Electronic Receivable Discounting System (TReDS) platform is
proposed to be linked with GSTN.
✓ Target of provision of Rs. 3 lakh crore for lending under MUDRA for 2018-19;
✓ Use of Fintech in financing space to increase growth of MSMEs.
✓ Measures taken to bring more Angel Investors and VCFs to boost start-ups in India.There will be
contribution of 8.33% of EPF for new employees by government for three years.
✓ Contribution of 12% of EPF by government for 3 years in sectors employing large number of people like
textiles, leather and footwear.
✓ Additional deduction of 30% of the wages paid for new employees under the income tax act.

✓ Launch of National Apprenticeship Scheme.
✓ Increase in paid maternity leave from 12 weeks to 26 weeks, along with provision of creches.
✓ There will be contribution of 12% of the wages of new employees in EPF for all sectors for next three
years.

MSMEs are a major engine of growth
and employment in the country. The government
has taken significant initiatives to facilitate fund
raising in this sector.
MUDRA Yojana launched in April,
2015 has led to sanction of Rs. 4.60 Lakh Crore in
credit from 10.38 crore MUDRA loans. 76% of loan
accounts are of women and more than 50%
belong to SCs, STs and OBCs. The Government is
now considering revision of refinancing policy and
eligibility criteria under the MUDRA scheme to
enable refinancing of NBFCs.
The government is also working
towards making alternate modes of finance
available to entrepreneurs. A number of policy
measures including launching ‘‘Start-Up India’’
program, building a robust alternative investment

regime in the country and rolling out a taxation
regime designed for the special nature of the VCFs
and the angel investors have been undertaken.
The government proposes to take
additional measures to strengthen the
environment for their growth and successful
operation of alternative investment funds in India.
Along
with
boosting
entrepreneurship, the Government is also
committed to creating job opportunities for the
citizens. They hope to create 70 Lakh formal jobs
this year. Several measures have been proposed
to fulfil this:
1. An outlay of Rs. 7,148 crore has been
proposed for the textile sector in 2018-19.
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Investment, Expenditure and Policy
Initiatives
MEDIUM, SMALL & MICRO ENTERPRISES (MSME) AND EMPLOYMENT
2. Amendments in EPF rules regarding
contribution to be made by employees,
additional deductions to employers for
payments made to new employees.
3. To enable higher take home wages
amendment in EPF and Miscellaneous
Provision Act, 1952 to reduce women
employees’ contribution to 8% for first three
years with no change in employers’
contribution.

4. Apprenticeship programs shall be launched
which will have with stipend by government
to train 50 lakh youth by 2020.
5. The Government is setting up a model
aspirational skill centre in every district of the
country under Pradhan Mantri Kaushal Kendra
Programme. These centres will impart training
to unskilled individual making them
employable in the industry.
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Investment, Expenditure and Policy
Initiatives
INFRASTRUCTURE & FINANCIAL SECTOR DEVELOPMENT
VI. Infrastructure & Financial Sector Development
✓ Smart Cities Mission aiming to build 100 Smart cities.
✓ AMRUT programme to focus on provision of water supply to all households in 500 cities.

✓ Zozila Pass Tunnel, the Bharatmala Pariyojna, Dedicated Eastern & Western Freight Corridors, MumbaiAhemdabad Bullet Train project are already underway.
✓ Plans to expand Mumbai & Bengaluru’s rail network.
✓ Phase II of UDAN initiated by the Government.
✓ Department of telecom will support establishment of an indigenous 5G Test Bed at IIT, Chennai to
harness the benefit of ‘Fifth Generation’ technologies and its adoption.
✓ NITI Aayog to initiate a national program in area of artificial intelligence.

As per our Finance Minister, the
country needs massive investments that are
estimated to be in excess of Rs. 50 lakh crore to:
• Increase growth of GDP,

implement 5th Generation (5G) technologies,
Department of Telecom has planned to support
establishment of an indigenous 5G Test Bed at IIT,
Chennai.

• Connect and integrate the nation with a network
of roads, airports, railways, ports and inland
waterways, and

Few
other
highlights
under
Infrastructure and Financial sector development
proposed in the Budget 2018 are:

• To provide good quality services to our people.

1. To preserve and revitalize soul of the heritage
cities in India, National Heritage City
Development and Augmentation Yojana
(HRIDAY) has been taken up in a major way.
Tourist amenities at 100 Adarsh monuments
of the Archeological Survey of India will be
upgraded to enhance visitor experience.

The Government has ambitiously
planned road and rail infrastructure projects out
of which major projects like the construction of
Zozila Pass Tunnel, the Bharatmala Pariyojna,
Dedicated Eastern & Western Freight Corridors,
Mumbai-Ahemdabad Bullet Train project are
already underway.
The Government also proposes to
expand
telecommunication
infrastructure.
Internet access has been given tin about 2.50 Lakh
villages through high speed optical fibres. To

2. A decision has been taken to eliminate 4267
unmanned level crossings in the broad gauge
network in the next two years.

(PTO..)
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Investment, Expenditure and Policy
Initiatives
INFRASTRUCTURE & FINANCIAL SECTOR DEVELOPMENT
Redevelopment of 600 major railway stations is
being taken up by Indian Railway Station
Development Co. Ltd. CCTVs will be provided at all
stations and on trains to enhance security of
passengers.

3. The Government and market regulators have
taken necessary measures for development of
monetizing vehicles like Infrastructure
Investment Trust (InvIT) and Real Investment
Trust (ReITs) in India

1. Mumbai’s transport system, to get 90 kms of
double line tracks, 150 kms of additional
suburban network is being planned at a cost
of over Rs. 40,000 crore.

4. Contracts for water supply and sewerage work
have been awarded under the AMRUT
program.

2. A suburban network is being planned to cater
to the growth of the Bengaluru metropolis.
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Investment, Expenditure and Policy
Initiatives
BUILDING INSTITUTIONS AND IMPROVING PUBLIC SERVICE DELIVERY
Key Highlights
✓ Emphasis has been given to modernize and enhance operational capability of the Defense Forces
✓ Every enterprise, major or small to be assigned a Unique Id.

✓ Website India.gov.in to have all details of demand for Grants.
✓ RBI to get instruments to manage excess liquidity.

These policies aim at addressing
problems and challenges presented by
deficiencies in human and institutional capacity
which are due to outdated legal and policy
frameworks, cumbersome work processes and
systems, unwieldy structures, and shortage of
important skills in the public sector, as well as
issues of transparency and accountability. To
address these issues the Government has taken
up several important reforms for building
institutions and improving public service delivery
across the country over the last three and a half
years.
The Government will also establish a
system of consumer friendly and trade efficient
system of regulated gold exchanges in the
country.
Some other key highlights under this scheme are:

1. Industry friendly “Defence Production Policy
2018” to be introduced to promote domestic
production.
2. Three public sector general insurance
companies i.e. National Insurance Co. Ltd.,
United India Assurance Company Ltd. &
Oriental India Insurance Co. to be merged into

one which will be subsequently listed.
3. The Department of Disinvestment has been
renamed as Department of Investment and
Public Asset Management or 'DIPAM' will
come up with more Exchange Traded Fund
(ETF) offers including Debt ETF
4. Enhanced Access and Service Excellence
(EASE) has been integrated with Bank
Recapitalization Program. Under this it is
proposed to issue bonds of Rs. 80,000 Cr. This
year and to pave the way for PSBs to lend
additional credit.
5. Post Offices Act, PF Act, NSC Act are proposed
to be amalgamated. Certain public friendly
measures are being introduced.
6. The Government proposed to formulate a
comprehensive Gold Policy to develop gold as
an asset class. Gold Monetization Scheme will
be revamped to enable people to open hasslefree Gold Deposit Account.
7. Separate policy for the hybrid instruments to
be introduced so that country attracts foreign
investments in several niche areas.
8. Emoluments paid to Members of Parliament
have been proposed to be fixed.
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Tax Reforms
“On the Indirect Taxes side, this is the first budget after the roll out of the Goods
and Service Tax. Excise duties to a large extent and service tax have been
subsumed in GST, along with corresponding duties on imports. Hence, my budget
proposals are mainly on the customs side.”
Arun Jaitley, Budget Speech 2018
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Tax Reforms
Personal Tax

Capital Gains

The budget has major proposed
incentives for senior citizens;
Salaried individuals get standard
deduction.

Long Term Capital Gains on equity
shares now taxable

Pg.

Pg.

34

26

Start-ups
Eligibility
Extended.

for

Corporate Tax

Tax

Holiday

Pg.

As promised, more companies
brought under the reduced tax
bracket

Pg.

28

38

Assessments
Taxation of Trusts
Cash Expenditures disallowed;
TDS made mandatory.

E-Assessments rolled out across
country; Assessment proceedings
amended.

Pg.

Pg.

39

36

Facilitating
Resolutions

Insolvency

Carry
Forward
Unabsorbed
allowed;

of
Losses,
Depreciation

Impact on Commodities

Deductions of brought forward
losses, unabsorbed depreciation
allowed;

Pg.

28

Petrol, Cashew nuts, Solar Panels
to
be
cheaper;
Imported
Electronics, Cosmetics to be
costlier.

Pg.

42

Policy Decisions
Basis of calculating Presumptive income on transport business amended;
Relaxations to Non-Resident Entities; Increase in Penalty U/s. 271FA.

Pg.

30

IDT Amendments Pg. 40
Revisions in Tariff Pg. 43
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STATISTICS
The growth in collection of Personal Taxes
has been higher in comparison to the GDP growth.
The FM announced in his budget, that the growth
is ~2 times the growth in GDP for FY 2016-17 & FY
2017-18. Such growth has resulted in additional
revenue of Rs. 90,000 Crores.

Also, there has been a significant increase in
the number of taxpayers leading to a substantial
increase in the tax-base.

Rate of Growth in Tax Collection Vs.
Growth Rate of GDP

Increase in Tax Base

20.00%

2.5
2

0.00%

1.5
2016-17

Growth in Direct Tax

2017-18
Buoyancy

1000
750
500
250
0
2015-16

No. new of TaxPayers

2016-17

Tax Base

PERSONAL TAX
✓
✓
✓
✓

No Change in Tax Slabs have been proposed.
Maximum amount of rebate U/s 87A remains unchanged at Rs. 2,500/-.
Health & Education Cess Introduced @ 4% in place of Secondary & Higher Education Cess (1+2%).
Rates of surcharge remains unchanged.

I. Relief to Senior Citizens
✓ Interest Income up to Rs. 50,000/- on deposits with Banks, Post Office Exempt. TDS not applicable on
such income.
✓ Deduction for medical expenses increased from Rs. 30,000/- to Rs. 50,000/✓ Deduction for medical expenses in case of critical illnesses raised to Rs. 1,00,000/- for all senior citizens.

Several changes have been introduced to
provide relief to senior citizens, keeping in view
their personal circumstances like health, fixed
source of income and higher cost of incidental
expenses relating to employment.
Section 80TTB has been inserted for senior
citizens which allows Exemption of interest

income on deposits with banks and post offices up
to Rs. 50,000/- (Rs. 10,000 allowed U/s 80TTA).
Further, TDS shall not be deducted on such
income i.e. up to Rs. 50,000/-. This benefit shall be
available also for interest from all fixed deposits
schemes and recurring deposit schemes.
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Limit of deduction for health
insurance premium and/ or medical expenditure
under Section 80D has been increased from Rs.
30,000/- to Rs. 50,000/-. All senior citizens will
now be able to claim benefit of deduction up to
Rs. 50,000/- per annum in respect of any health
insurance premium and/or any general medical

expenditure incurred.
Limit of deduction for medical
expenditure in respect of certain critical illness
under Section 80DDB has been raised from, Rs.
60,000/- in case of senior citizens and from Rs.
80,000/- in case of very senior citizens, to Rs. 1
lakh in respect of all senior citizens.

II. Income under Salary
✓ Standard deduction introduced against Income from Salary.
✓ Exemption on Transport Allowance & Reimbursement of Medical Expenses withdrawn.
✓ Health & Education Cess Introduced @ 4% in place of Secondary & Higher Education Cess (1+2%).

In this budget, the government has
re-introduced the standard deduction which was
available to Salaried Individuals until AY 2005-06.
A standard deduction of ₹ 40,000.00
will now be available to Individuals with Income

from Salary. However, to rationalise the
introduction of this deduction, exemption of
Transport Allowance (except in case of differentlyabled persons) and that of Reimbursements of
Medical Expenses have been withdrawn.

III. Withdrawals from National Pension Scheme (NPS)
Section 10(12A) exempts 40% of the
amount withdrawn from NPS by an employee. The
section has been amended to now extend the
benefit of such exemption to non-employee
assesses also.

This means, only 60% of the amount
withdrawn from NPS by any assessee would be
subjected to tax.

IV. Deduction of Premium for Multiple Years of Health Insurance – Section 80D
It is proposed to provide that in a case
where premium for health insurance for multiple
years has been paid in one year, the deduction
shall be allowed proportionately over the years for
which the benefit of health insurance is available.
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CORPORATE TAX
✓
✓
✓
✓
✓

Companies with turnover up to Rs. 250 Crores brought under 25% Tax Rate.
100% Deduction to Producer Companies U/s 80P.
Health & Education Cess Introduced @ 4% in place of Secondary & Higher Education Cess (1+2%).
Amendments in Tax regulations for Companies under Insolvency.
Prosecution to lie against companies for non-filing of return irrespective of the fact that whether any tax
is payable or not.

I. Reduction in Corporate Tax Rate
In line with its promise of reducing
corporate tax in a phased manner, the
government has extended the benefit of reduced
rate of 25% (As against existing 30%) to
companies which had a turnover up to Rs. 250
Crore during FY 2016-17.
This move brings ~99% of the return
filing companies under the reduced tax bracket.
The estimate of revenue forgone due to this

measure is Rs. 7,000 crores during the financial
year 2018-19. After this, out of about 7 lakh
companies filing returns, about 7,000 companies
which file returns of income and whose turnover
is above Rs. 250 crores will remain in the 30% slab.
The Government feels that the lower
corporate income tax rate for 99% of the
companies will leave them with higher investible
surplus which in turn will create more jobs.

Turnover/Gross Receipts
Particulars

< Rs. 1 Cr

> Rs. 1 Cr
but < Rs. 10 Cr

> Rs. 10 Cr but
< Rs. 250 Cr

> Rs. 250 Cr

25%

25%

25%

30%

Surcharge Rate

Nil

7%

12%

12%

Health and Education Cess

4%

4%

4%

4%

Effective Tax Rate

26%

27.82%

29.12%

34.944%

Rate of Tax

Table 1 – Corporate Tax Rates (Domestic Companies)
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Turnover/ Gross Receipts
Particulars

< Rs. 1 Cr

> Rs. 1 Cr
but < Rs. 10 Cr

> Rs. 10 Cr but
< Rs. 250 Cr

> Rs. 250 Cr

40%

40%

40%

40%

Surcharge Rate

Nil

2%

5%

5%

Health and Education Cess

4%

4%

4%

4%

41.6%

42.43%

43.68%

43.68%

Rate of Tax

Effective Tax Rate

Table 2 – Corporate Tax Rates (Foreign Companies)

II. Incentives to Farmer Producer Companies
Emphasising on generating higher
income for farmers, the government has accepted
recommendations made by The Agricultural
Ministry and has proposed to offer 100%
deduction to Farmer-Producer Companies having
a Rs. 100 Crore turnover by amending Section 80P
to include such Companies.

The benefit is extended to FarmProducer Companies (FPC), having a total turnover
up to Rs 100 Crore, whose gross total income
includes any income from1. the marketing of agricultural produce grown
by its members; or

2. the purchase of agricultural implements,
seeds, livestock or other articles intended for
agriculture for the purpose of supplying them
to its members; or
3. the processing of the agricultural produce of
its members.
The benefit shall be available for a
period of five years from FY 2018-19.
This amendment will take effect from
1st April, 2019 and will, accordingly, apply in
relation to the assessment year 2019-20 and
subsequent assessment years.
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OTHER TAX AMENDMENTS
✓ Basis of calculating presumptive income U/s 44AE amended – Income now deemed to be Rs. 1,000/- per
MT of Gross Vehicle Weight.
✓ Relaxation in Section 80 JJAA extended to Footwear & Leather Industry
✓ Amendments for Non-Resident Entities
✓ PAN Mandatory for transactions about Rs. 2.50 Lakhs
✓ Increase in Penalty U/s. 271FA

I. Presumptive Income U/s 44AE
As per the existing provisions, the profits
and gains from transport business shall be
deemed to be an amount equal to Rs. 7,500.00
per month or part of a month for each goods
carriage or the amount claimed to be actually
earned by the assessee, whichever is higher.
The current presumptive income scheme is
applicable uniformly to all classes of goods
carriages irrespective of their tonnage capacity.
The only condition which needs to be fulfilled is
that the assessee should not have owned more
than 10 goods carriages at any time during the
previous year. Accordingly, the transporters who
own large capacity goods carriages (less than 10
Nos.) are also availing the benefit of section 44AE.

The budget proposes to amend section
44AE such that in the case of heavy goods vehicle
(more than 12MT Gross Vehicle Weight), the
income would be deemed to be an amount equal
to Rs. 1000.00 per ton of Gross Vehicle Weight or
Unladen Weight, as the case may be, per month
or part of a month for each goods vehicle or the
amount claimed to be actually earned by the
assessee, whichever is higher.
The amendment will take effect 01.04.2019
and will, accordingly, apply in relation to AY 201920 and subsequent assessment years.

II. Relaxation in Section 80 JJAA extended to Footwear & Leather Industry
The section provides for additional deduction of
30% on emoluments paid to eligible new
employees who have been employed for a
minimum period of 240 days during the year. Such
duration has been relaxed to 150 days in the case
of apparel industry.

employees who are employed for less than the
minimum period during the first year but continue
to remain employed for the minimum period in
the subsequent year.
The relaxation would be applicable from AY 201920.

Further, the benefit under this section has been
extended to on the emoluments paid to new
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III. Tax Incentives for International Financial Services Centre (IFSC)
Exemption of Tax on Capital Gains

Reduction in rate of AMT

Section 47 provides for tax neutrality
relating to certain transfers. This section has been
amended so as to provide that transactions in the
following assets, by a non-resident on a
recognized stock exchange located in any IFSC
shall not be regarded as transfer, if the
consideration is paid or payable in foreign
currency:

Further, Section 115JC provides for AMT at
the rate of 18.50 % of adjusted total income in the
case of a non-corporate person. The budget has
amended the section 115JC so as to provide that
in case of a unit located in an IFSC, the AMT under
section 115JC shall be charged at the rate of 9%.

1. Bond or Global Depository Receipt, as referred
to in sub-section (1) of section 115AC; or

The amendment will take effect from
01.04.2019 and will, accordingly, apply in relation
to AY 2019-20 and subsequent assessment years.

2. Rupee denominated bond of an Indian
company; or
3. Derivative.
IV. Amendments for Non-Resident Entities
Amendments in MAT applicability to Foreign
Companies

Royalty and FTS payment by NTRO to a NonResident to be exempt

A clarificatory amendment is also proposed
in section 115JB of the Act to provide that MAT
shall not be applicable to foreign company, if its
total income comprises solely of profits and gains
from business referred to in sections 44B or 44BB
or 44BBA or 44BBB and such income has been
offered to tax at the rates specified in the said
sections i.e. at 7.5%, 10%, 5% & 10% respectively.

It is proposed to amend section 10 so as to
provide that the income arising to non-resident,
not being a company, or a foreign company, by
way of royalty from, or fees for technical services
rendered in or outside India to, the NTRO will be
exempt from income tax. Consequently, NTRO will
not be required to deduct tax at source on such
payments.
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V. Other Amendments
Reduction in rate of AMT
Further, Section 115JC provides for AMT at
the rate of 18.50 % of adjusted total income in the
case of a non-corporate person. The budget has
amended the section 115JC so as to provide that
in case of a unit located in an IFSC, the AMT under
section 115JC shall be charged at the rate of 9%.
The amendment will take effect from
01.04.2019 and will, accordingly, apply in relation
to AY 2019-20 and subsequent assessment years.
PAN Mandatory for transactions above Rs. 2.50
Lakhs
It is proposed to provide that every entity,
not being an individual, which enters into any
financial transaction of an amount aggregating to
Rs.2.50 Lakh or more in a financial year shall be
required to apply for a permanent account
number (PAN). It is also proposed that directors,
partners, principal officers, office bearer or any
person competent to act on behalf of such entities
shall also apply for PAN.
Increase in Penalty u/s. 271FA for Late Filing
Annual Information Return (AIR)
Section 271FA of the Act provides that if a
person who is required to furnish the statement of
financial transaction or reportable account u/s
285BA(1), fails to furnish such statement within
the prescribed time, he shall be liable to pay
penalty of Rs. 500 for every day of default (instead
of Rs. 100 as in existing provision)

The proviso to the said section further
provides that in case such person fails to furnish
the statement of financial transaction or
reportable account within the period specified in
the notice issued u/s 285BA(5), he shall be liable
to pay penalty of Rs. 1,000 for every day of default
(instead of Rs. 500 as in existing provision).
Taxability of compensation in connection to
business or employment
Under the existing provisions of the Act, certain
types of compensation receipts are taxable as
business income under section 28. However, the
existing provisions of clause (ii) of section 28 is
restrictive in its scope as far as taxation of
compensation is concerned.

Therefore, it is proposed to amend section 28 of
the Act to provide that any compensation
received or receivable, whether revenue or
capital, in connection with the termination or the
modification of the terms and conditions of any
contract relating to
i.

its business; or

ii.

its employment,

shall be taxable as business income or under
section 56 of the Act (Other Sources), respectively.
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V. Other Amendments
Reduction in rate of AMT
Section 45 of the Act, inter alia, provides
that capital gains arising from a conversion of
capital asset into stock-in-trade shall be
chargeable to tax. However, in cases where the
stock in trade is converted into, or treated as,
capital asset, the existing law does not provide for
its taxability.

on such bonds to residents. However, no TDS will
be deducted if the amount of interest is less than
or equal to ten thousand rupees during the
financial year.

In order to provide symmetrical treatment
and discourage the practice of deferring the tax
payment by converting the inventory into capital
asset, it is proposed that any profit or gains arising
from conversion of inventory into capital asset or
its treatment as capital asset shall be charged to
tax as business income.

Tax deduction at source on 7.75% GOI Savings
(Taxable) Bonds, 2018
Government of India introduced 8% Savings
(Taxable) Bonds, 2003 in 2003. Under the existing
law, the interest received by the investor is
taxable. Further the payer is liable to deduct tax at
source under section 193 of the Act at the time of
payment or credit of such interest in excess of
rupees ten thousand to a resident.
Government has now decided to discontinue the
existing 8% Savings (Taxable) Bonds, 2003 with a
new 7.75% GOI Savings (Taxable) Bonds, 2018.
The interest received under the new bonds will
continue to be taxed as in the case of the earlier
once. The provisions of section 193 are proposed
to be amended to allow for deduction of tax at
source at the time of making payment of interest
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CAPITAL GAINS
✓ No change in rate of tax on Short Term Capital Gain (STCG).
✓ Long Term Capital Gain (LTCG) on Equity Oriented Funds taxable @ 10%.
✓ Exemption U/s 54EC restricted to Capital Gain on Long Term Land and/or Building; Lock in period of
investments in bonds increased to 5 years.
✓ Exemption of Capital Gains on Transfer of Property between Wholly Owned Subsidiary & its Holding
Company if recipient is Indian Company.
✓ Relaxation in valuation of Immovable Property while calculating Capital Gains.

I. LTCG on Equity Oriented Mutual Funds
Long Term Capital Gain Tax (LTCG) arising
on sale of Listed Equity Shares, Units Of Equity
Oriented Fund And Unit of a Business Trust has
been reintroduced with modifications. Exemption
of LTCG on transfer of such units led to significant
revenue loss and created a bias against
manufacturing, leading to more business
surpluses being invested in financial assets.

taxable @ 10%. Further, benefit of indexation will
not be allowed for such calculation. However,
gains up to 31st January, 2018 would be
exempted.
The gains from equity share held up to one
year will remain short term capital gain and will
continue to be taxed at the rate of 15%.

Long Term Capital Gains in excess Rs. 1 lakh,
arising on the sale of the said units, will now be
Purchase Date:
31st July 2017
@ Rs. 100/-

STCG (Rs. 50 Taxed @ 15%)

31st Jan 2018
FMV = Rs. 120/-

For example, if an equity share is purchased
six months before 31st January, 2018 at Rs. 100/and the highest price quoted on 31st January,
2018 in respect of this share is Rs. 120/-, there will
be no tax on the gain of Rs. 20/- if this share is

If Sold before
31st July 2018
@ Rs. 150/-

LTCG (Rs. 30 Taxed @ 10%)

If, Sold After
31st July 2018
@ Rs. 150/-

sold after one year from the date of purchase.
However, any gain in excess of Rs. 20 earned after
31st January, 2018 will be taxed at 10% if this
share is sold after 31st July, 2018.
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II. Increase in Lock-in period of Investments in NHAI, RECL
Section 54EC has been amended to restrict
the exemption available on Capital Gains arising
from any Long Term Capital Assets to Capital Gains
arising from Long Term Capital Assets, being Land
or Building or Both.

1st day of April, 2018 by the National Highways
Authority of India (NHAI) or by the Rural
Electrification Corporation Limited (RECL) or any
other bond notified by the Central Government in
this behalf.

Further, the definition of Long Term
Specified Asset, in which the gain may be invested
to avail the exemption, has been amended to now
mean any bond, redeemable after five years
(raised from three years) and issued on or after
III. Rationalization of provision of section 56(2)(x)

Section 47 provides for certain tax neutral
transfers including

However, the transfers referred above, are taxable
under the scope of section 56.

1. any transfer of a capital asset by a company to
its Wholly Owned Indian Subsidiary Company,

In order to further facilitate the transaction
of money or property between a wholly owned
subsidiary company and its holding company, it is
proposed to amend the section 56 so as to
exclude such transfer from its scope.

2. any transfer of a capital asset by a wholly
owned subsidiary company to its Indian
holding company

III. Relaxation in valuation of Immovable Property while calculating Capital Gains.
At present, while taxing income from
Capital Gains (section 50C), Business Profits
(section 43CA) and Other Sources (section 56)
arising out of transactions in immovable property,
the sale consideration or stamp duty value,
whichever is higher is adopted. The difference is
taxed as income both in the hands of the
purchaser and the seller.

It has been pointed out that this variation
can occur in respect of similar properties in the
same area because of a variety of factors,

including shape of the plot or location. In order to
minimize hardship in case of genuine transactions
in the real estate sector, it is proposed to provide
that no adjustments shall be made in a case where
the variation between stamp duty value and the
sale consideration is not more than five percent of
the sale consideration.
These amendments will take effect from 1st
April, 2019 and will, accordingly, apply in relation
to the assessment year 2019-20 and subsequent
assessment years.
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TAXATION OF TRUSTS
✓ Cash expenses above Rs. 10,000 to be disallowed.
✓ TDS made applicable; 30% of expenses to be disallowed.

I. Restrictions on Cash Transactions
The existing provision of Section 40A(3)
provides that any expenditure in respect of which
payment or aggregate of payments made to a
person in a day, otherwise than by an account
payee cheque drawn on a bank or account payee
bank draft, exceeds Rs. 10,000 shall not be
allowed as a deduction.

disincentives cash transactions, it is proposed that
Sec 40A(3) will now be applicable to trusts and
charitable institutes. This implies that payments
made in cash exceeding Rs. 10,000/- shall be
disallowed while computing income of Trusts &
Charitable Institutes.

However, this provision was not applicable
to charitable trust and institutions. In order to
II. Disallowance of Expenses if Tax not Deducted at Source
As per the proposed amendment, 30% of
the expenditure/ payments made by Trusts or
Charitable Institutes shall be disallowed if tax is
not deducted at source as per the existing
regulations on TDS.
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FACILITATING INSOLVENCY RESOLUTION
✓ Carry Forward & Set-off of losses allowed even if there is change in beneficial owners
✓ IP to verify Returns of Income
✓ Deduction of Brought Forward Losses & Unabsorbed Depreciation allowed for calculating MAT

I. Benefit of Carry Forward and Set Off of Losses
Section 79, provides that carry forward and
set off of losses in a closely held company shall be
allowed only if there is a continuity in the
beneficial owner of the shares carrying not less
than 51% of the voting power, on the last day of
the year(s) in which the loss was incurred.
In case of a company seeking insolvency
resolution under IBC, 2016, involves change in the
beneficial owners of shares beyond the
permissible limit u/s 79. This acts as a hurdle for

restructuring
companies.

and

rehabilitation

of

such

In order to address this problem, it is
proposed to relax the rigors of section 79 in case
of such companies, whose resolution plan has
been approved under the IBC 2016, after
affording a reasonable opportunity of being heard
to the jurisdictional Principal Commissioner or
Commissioner.

II. Verification of Return of Income
It is also proposed to amend Section 140 of
the Act so as to provide that during the resolution
process under the IBC 2016, the return of income
shall be verified by an insolvency professional

appointed by the Adjudicating Authority under the
IBC, 2016.

III. Deduction of brought forward Losses & Unabsorbed Depreciation allowed
Section 115JB, provides for levy of a MAT
on the “book profits” of a company. In computing
the book profit, it provides, inter alia, for a
deduction in respect of the amount of loss
brought forward or unabsorbed depreciation,
whichever is less as per books of account.
Consequently, where the brought forward loss or
unabsorbed depreciation is Nil, no deduction is
allowed.

This non-deduction is a barrier to
rehabilitating companies seeking insolvency
resolution. In view of the above, it is proposed to
amend section 115JB to provide that the
aggregate amount of unabsorbed depreciation
and brought forward loss (excluding unabsorbed
depreciation) shall be allowed to be reduced from
the book profit, if a company’s application for
corporate insolvency resolution process under the

37

FINANCE BUDGET 2018

Direct Tax
Insolvency and Bankruptcy Code (IBC), 2016 has
been admitted by the Adjudicating Authority.
Consequently,
a
company
whose
application has been admitted would henceforth
be entitled to reduce the loss brought forward

(excluding
unabsorbed
depreciation)
and
unabsorbed depreciation for the purposes of
computing book profit under section 115JB.

START-UPs
I. Extension of Tax Holiday Eligibility
At present, Start-ups are eligible to avail deduction
U/s 80-IAC of the Act for 3 consecutive
assessment years out of the first 7 assessment
years from the date of incorporation, if

In order to improve the effectiveness of the
scheme for promoting start ups in India, it is
proposed to make following changes in the
taxation regime for the start ups:—

1. it is incorporated on or after the 1st day of
April, 2016 but before the 1st day of April,
2019;

1. The benefit has been extended to start ups
incorporated on or after the 1st day of April
2019 but before the 1st day of April, 2021;

2. the total turnover of its business does not
exceed Rs. 25 crore in any of the previous
years beginning on or after the 1st day of
April, 2016 and ending on the 31st day of
March, 2021; and

2. The requirement of the turnover to not
exceed Rs. 25 Crore has been made applicable
from seven previous years commencing from
the date of incorporation;

3. it is engaged in the eligible business which
involves
innovation,
development,
deployment or commercialization of new
products, processes or services driven by
technology or intellectual property

3. The definition of eligible business has been
expanded to provide that the benefit would
be available if the start-up is engaged in
innovation, development or improvement of
products or processes or services or a scalable
business model with a high potential of
employment generation or wealth creation.
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ASSESSMENT PROCEEDINGS
I. E-Assessments
The Income-tax Act has been amended to
notify a new scheme for assessment where the
assessment will be done in electronic mode. The
government believes that it will almost eliminate
person to person contact leading to greater
efficiency and transparency.
E-assessments would now be rolled out
across the country starting AY 2019-20.

II. Amendments in Assessment Proceedings
Adjustments under Section 143(1)
It is proposed to provide that no adjustments shall
be made under section 143(1)(vi) - addition of
income appearing in Form 26AS or Form 16A or
Form 16 which has not been included in
computing the total income in the return -of the
Act while processing the return filed for the
assessment year 2018-2019 and subsequent
assessment years.
Deduction/ Set-off of Losses in respect of
undisclosed income disallowed
It is proposed to provide that no expenditure or
allowance or set off of any loss shall be allowed in
respect of undisclosed income determined by the
Assessing Officer under section 115BBE of the Act.
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Indirect Tax
“On the Indirect Taxes side, this is the first budget after the roll out of the Goods
and Service Tax. Excise duties to a large extent and service tax have been
subsumed in GST, along with corresponding duties on imports. Hence, my budget
proposals are mainly on the customs side.”
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CUSTOMS ACT
I. General Amendments
Post roll out of GST, the Finance Minister
has proposed to change the name of Central
Board of Excise and Customs [CBEC] to Central
Board of Indirect Taxes and Customs [CBIC].

changes shall also smoothen dispute resolution
processes and to reduce litigation.

The budget has also introduced certain
changes in Customs Act, 1962 which will lead to
ease of doing business in cross-border trade and
to align certain provisions with the commitments
under the Trade Facilitation Agreement. These
II. Introduction of Social Welfare Surcharge
The budget has proposed to abolish the
Education Cess and Higher Education Cess levied
on duties of custom payable on the value of
imported goods. In its place, a Social Welfare
Surcharge, at the rate of 10% on the duties of
customs, has been proposed. Such surcharge will
be charged at a concessional rate of 3% on duties
of customs in case of
1. Silver, gold - Unwrought or in SemiManufactured Form or in Powder Form; and
2. Motor Spirit – Petrol, Diesel etc.
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Indirect Tax
AMENDMENTS IN TARIFF
Impact on Commodities
Commodities to be Cheaper

Petrol

Solar Panels
(Solar Tempered Glass)

Raw Cashew
Nuts

Commodities to be Costlier

Fruit Juice,
Vegetables
Edible Oils

Perfumes &
Toiletries

Radial Tyres of
Trucks/Buses

Footwear

Jewellery

Smart Phones

Smart Watches,
Wearable Devises

Television
(LCD, LED Panels)

Toys – Dolls,
Tricycles

Furniture –
Mattresses,
Bedding

Cigarettes

Sun Glasses

Watches/Clocks

Outdoor Games
Equipment
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Indirect Tax
AMENDMENTS IN TARIFF
I. Customs Act
Sr.
No.

Heading,
sub-heading,
Tariff Item

A

Commodity

Rate of Duty
Existing

Proposed

Amendments affecting rates of BCD [to be effective from 02.02.2018]* [Clause 101(a) of the Finance
Bill, 2018]
Food Processing
1

2009 21 00 to
2009 90 00

Fruit juices and vegetable juices including cranberry
juice

30%

50%

Perfumes and toiletry preparations
2

3303

Perfumes and toilet waters

10%

20%

3

3304

Beauty or make-up preparations and preparations for
the care of the skin (other than medicaments), including
sunscreen or suntan preparations; manicure or
pedicure preparations

10%

20%

4

3305

Preparations for use on the hair

10%

20%

5

3306

Preparations for oral or dental hygiene, including
denture fixative pastes and powders; yarn used to clean
between the teeth (dental floss), in individual retail
packages

10%

20%

6

3307

Pre-shave, shaving or after-shave preparations,
personal deodorants, bath preparations, depilatories
and other perfumery, cosmetic or toilet preparations,
not elsewhere specified or included, prepared room
deodorizers, whether or not perfumed or having
disinfectant properties

10%

20%

Truck and Bus radial tyres

10%

15%

6401, 6402,
6403, 6404,
6405

Footwear

10%

20%

6406

Parts of footwear

10%

15%

Automobile parts
7

4011 20 10
Footwear

9

10
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Indirect Tax
AMENDMENTS IN TARIFF
I. Customs Act (Contd..)
Sr.
No.

Heading,
sub-heading,
Tariff Item

Commodity

Rate of Duty
Existing

Proposed

15%

20%

15%

20%

7.5%/10%

15%

10%

20%

7.5%/10%

15%

Jewellery
11

7117

Imitation Jewellery

Electronics / Hardware
12

8517 12

Cellular mobile phones

13

3919 90 90, 3920 99
99, 3926 90 91, 3926
90 99, 4016 99 90,
7318 15 00, 7326 90
99, 8504, 8506, 8507,
8517 70 90, 8518,
8538 90 00, 8544 19,
8544 42, 8544 49

Specified parts and accessories including lithium ion
battery of cellular mobile phones

14

8517 62 90

Smart watches / wearable devices

15

8529 10 99
8529 90 90

LCD/LED/OLED panels and other parts of LCD/LED/OLED
TVs

Furniture
16

9401

Seats and parts of seats [other than aircraft seats and
their parts]

10%

20%

17

9403

Other furniture and parts

10%

20%

18

9404

Mattresses supports; articles of bedding and similar
furnishing

10%

20%

19

9405

Lamps and lighting fitting, illuminated signs, illuminated
name plates and the like [except solar lanterns or solar
lamps]

10%

20%

Watches and Clocks
20

9101, 9102

Wrist watches, pocket watches and other watches,
including stop watches

10%

20%

21

9103

Clocks with watch movements

10%

20%

22

9105

Other clocks, including alarm clocks

10%

20%
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Indirect Tax
AMENDMENTS IN TARIFF
I. Customs Act (Contd..)
Sr.
No.

Heading,
sub-heading,
Tariff Item

Commodity

Rate of Duty
Existing

Proposed

Toys and Games
23

9503

Tricycles, scooters, pedal cars and similar wheeled toys;
dolls’ carriages; dolls; other toys; puzzles of all kinds

10%

20%

24

9504

Video game consoles and machines, articles for funfair,
table or parlor games and automatic bowling alley
equipment

10%

20%

25

9505

Festive, carnival or other entertainment articles

10%

20%

26

9506 [except
9506 91]

Articles and equipment for sports or outdoor games,
swimming pools and paddling pools [other than articles
and equipment for general physical exercise, gymnastics
or athletics]

10%

20%

27

9507

Fishing rods, fishing-hooks and other line fishing tackle;
fish landing nets, butter fly nets and similar nets; decoy
birds and similar hunting or shooting requisites

10%

20%

28

9508

Roundabouts, swings, shooting galleries and other
fairground amusements; travelling circuses, traveling
menageries and travelling theatres

10%

20%

Miscellaneous items
29

3406

Candles, tapers and the like

10%

25%

30

4823 90 90

Kites

10%

20%

31

9004 10

Sunglasses

10%

20%

32

9611

Date, sealing or numbering stamps, and the like

10%

20%

33

9613

Cigarette lighters and other lighters, whether or not
mechanical or electrical, and parts thereof other than
flints and wicks.

10%

20%

34

9616

Scent sprays and similar toilet sprays, and mounts and
heads therefor; powder-puffs and pads for the
application of cosmetic or toilet preparations

10%

20%
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Indirect Tax
AMENDMENTS IN TARIFF
I. Customs Act (Contd..)
Sr.
No.

Heading,
sub-heading,
Tariff Item

Commodity

Rate of Duty
Existing

Proposed

1

2710

Levy of Road and Infrastructure Cess on imported
motor spirit commonly known as petrol and high
speed diesel oil [clause 109 of Finance Bill, 2018]

--

Rs. 8 per
litre

2

2710

Exemption from additional duty of customs
leviable under section 3(1) of the Customs Tariff
Act, 1975 in lieu of the proposed Road and
Infrastructure cess on domestically produced
motor spirit commonly known as petrol and high
speed diesel oil.

--

Nil

3

2710

Abolition of Additional Duty of Customs [Road
Cess] on imported motor spirit commonly known
as petrol and high speed diesel oil [Clause 106 of
Finance Bill, 2018]

Rs. 6 per
litre

Nil

Additional duty of customs under sections 3(1) of the Customs Tariff Act, 1975 in lieu of basic excise
duty
4

2710

Motor spirit commonly known as petrol

Rs. 6.48
per litre

Rs. 4.48
per litre

5

2710

High speed diesel oil

Rs. 8.33
per litre

Rs. 6.33
per litre
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Indirect Tax
AMENDMENTS IN TARIFF
II. Excise
Sr. No.

Commodity

Rate of Duty
Existing

Proposed

Motor spirit commonly known as petrol and high speed diesel oil

1

Levy of Road and Infrastructure Cess on motor spirit commonly known as
petrol and high speed diesel oil [clause 110 of Finance Bill, 2018]

--

Rs. 8
per litre

2

Abolition of Additional Duty of Excise [Road Cess] on motor spirit commonly
known as petrol and high speed diesel oil [clause 106 of Finance Bill, 2018]

Rs. 6
per litre

Nil

3

Basic excise duty on:

(i)

Unbranded Petrol

Rs. 6.48
per litre

Rs. 4.48
per litre

(ii)

Branded petrol

Rs. 7.66
per litre

Rs. 5.66
per litre

(iii)

Unbranded diesel

Rs. 8.33
per litre

Rs. 6.33
per litre

(iv)

Branded diesel

Rs. 10.69
per litre

Rs. 8.69
per litre

4

Road and Infrastructure Cess on
i.
5% ethanol blended petrol,
ii.
10% ethanol blended petrol and
iii. bio-diesel, up to 20% by volume, subject to the condition that
appropriate excise duties have been paid on petrol or diesel and
appropriate GST has been paid on ethanol or bio-diesel used for
making such blends

--

Nil

5

Road and Infrastructure Cess on petrol and diesel manufactured in and
cleared from 4 specified refineries located in the North-East

--

Rs. 4
per litre
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Glossary
Abb.
#
5G
A
AIR
AMRUT
AMT
APMC

Long Form
5Th Generation

Annual Information Report
Atal Mission For Rejuvenation And Urban
Transformation
Alternate Minimum Tax
Agricultural Produce Market Committee

B
B. Tech.

Bachelor Of Technology

C
CBEC
CBIC
Co.

Central Board Of Excise And Customs
Central Board Of Indirect Taxes And Customs
Company

D
DIPAM

E
EASE
EPF
EPF
ETF
F
FDI
FPC
FPO'S
FTS
G
GDP
GOBAR
DHAN
GOVT.
GrAM
GST
GSTN
H
HRIDAY
I
IBC
IFSC
IIFCL
IIT
InvITS

Department Of Investment And Public Asset
Management

Enhanced Access And Service Excellence
Employees Provident Fund
Employee Provident Fund
Exchange-Traded Fund

Foreign Direct Investments
Farm-Producer Companies
Further Public Offer
Fees For Technical Service

Gross Domestic Product
Galvanizing Organic Bio-Agro Resources Dhan
Government
Gramin Agri Markets
Goods And Service Tax
Goods And Services Tax Network

Heritage City Development And Augmentation Yojana

The Insolvency And Bankruptcy Code
International Financial Services Centre
India Infrastructure Finance Corporation Limited
Indian Institute Of Technology
Infrastructure Investments Funds

Abb.
L
LCD
LED
LPG
LTCG
Ltd.

Long Form
Liquid Crystal Display
Light Emitting Diode
Liquefied Petroleum Gas
Long Term Capital Gain
Limited

M
MAT
MSME'S
MSP
MT
MUDRA

Minimum Alternate Tax
Medium, Small And Micro Enterprises
Minimum Support Price
Metric Ton
Micro Units Development And Refinance Agency

N
NHAI
Nos.
NPS
NSC

National Highways Authority Of India
Numbers
National Pension Scheme
National Saving Certificate

NTRO

The National Technical Research Organisation

O
OLED

Organic Light-Emitting Diode

P
PAN
PF
PMJJBY
PMRF
PSBs

Permanent Account Number
Provident Fund
Pradhan Mantri Jeevan Jyoti Bima Yojana
Prime Minister's National Relief Fund
Public Sector Banks

R
RECL
ReITs
RISE

Rural Electrification Corporation Limited
Real Investment Trust
Revitalising Infrastructure And Systems In Education

S
SC
STCG
ST

Scheduled Castes
Short Term Capital Gain
Scheduled Tribes

T
TDS
TOT
TReDS

Tax Deducted At Source
Toll, Operate And Transfer
Trade Electronic Receivable Discounting System

U
U/s

Under Section

V
VCF

Venture Capital Fund
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Disclaimer
This document is intended for private circulation to the addressee only and is not
meant for recirculation. Any form of reproduction, dissemination, copying, disclosure,
modification, distribution and/or publication of this document is strictly prohibited.
The document is not intended to be an advertisement or a solicitation. This
document contains information in summary form and therefore intended for general
guidance only. The contents of this document are solely meant to inform the legal
developments and is not a substitute for professional advice. Legal Advice should be
sought for based on the specific circumstances of each case before relying on the
contents of this document or before taking any decision based on the information
contained in this document.

P. G. Joshi & Co. disclaims all responsibility and accept no liability for the
consequences of any person acting or refraining from acting on the basis of such
information.
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