FOREWORD
The much anticipated Budget 2014 has been delivered amid an environment of price rise and huge expectations
from the government. The people of India have decisively voted for a change. Slow decision making has
resulted in a loss of opportunity. However, now the country is in no mood to suffer unemployment, inadequate
basic amenities, lack of infrastructure and apathetic governance.
Fortunately, there are green shoots of recovery being seen in the global economy. The Finance Minister has
promised to usher in a policy regime that will result in the desired macro-economic outcome of higher growth,
lower inflation, sustained level of external sector balance and a prudent policy stance. Finance minister has laid
out the government's intent by committing to limit fiscal deficit and setting a target to bring it down to 3% by
2016-17. Some bold steps at a macro-economic level have been taken such as increase of Foreign Direct
Investment (FDI) in defence and insurance and stress on boosting public-private-partnership and infrastructural
development. FDI in several sectors acts as an additional resource which helps in promoting domestic
manufacture and job creation.
To spur the growth and to renew the participation of the investors, fresh cases arising out of the retrospective
amendments of 2012 in respect of indirect transfers and coming to the notice of the Assessing Officers will be
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scrutinized by a High Level Committee to be constituted by the CBDT before any action is initiated in such
cases. Based on the recommendations of the Committee, the Central Board of Direct Taxes and the Central
Board of Excise and Customs shall issue appropriate clarifications, wherever considered necessary, on the tax
issues within a period of two months. Further, in order to reduce litigation in direct taxes, it has been proposed to
enable resident taxpayers to obtain an advance ruling in respect of their income tax liability above a defined
threshold. This will also be achieved by strengthening the Authority for Advance Rulings by constituting
additional benches.
To review the allocation and operational efficiencies of Government expenditure to achieve maximum output,
the Government will constitute an Expenditure Management Commission, which will look into various aspects
of expenditure reforms to be undertaken by the Government.
It is anticipated that the GST scheme will be approved in this year after setting aside the apprehension of all the
states. This will streamline the tax administration, avoid harassment of business and result in higher revenue
collection both for the Centre and the States.
There is a dearth of job opportunities in India. In order to augment the job opportunities a national multi-skill

FOREWORD
programme called Skill India is proposed to be launched. It would skill the youth with an emphasis on
employability and entrepreneur skills. Further, as Tourism is one of the larger job creators globally, Electronic
Travel Authorization (e-Visa) would be introduced in a phased manner to increase tourism and job opportunities in
India.
To strengthen the banking system and to infuse more capital as per Basel-III norms, it is proposed to increase the
shareholding of the common citizens while preserving the public ownership of the banks. This is will make the
banks more accountable.
In addition to various other schemes, it is proposed to develop 100 new cities to accommodate the burgeoning
number of people as the existing cities would soon become unliveable. Also it has been planned to re-introduce
KissanVikasPatra (KVP) to encourage people to invest their banked and unbanked savings in this instrument.
The Budget is the most comprehensive action plan in this regard. The steps announced in this Budget are only the
beginning of a journey towards a sustained growth of 7-8 per cent or above within the next 3-4 years along with
macro-economic stabilization that includes lower levels of inflation, lesser fiscal deficit and a manageable current
account deficit.
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INDIVIDUAL TAXATION


No change in the rates of Personal Income Tax, education cess and surcharge.



Personal Income Tax Exemption Limit raised by Rs. 50,000/

For Individuals below the age of 60 years/ HUF – Rs 2.5 Lakh



For Senior Citizens – Rs 3 Lakh

For Resident Individuals below 60 years age (including Woman Assessees):

INCOME

TAX RATE

Upto 2,50,000

Nil

2,50,000 to 5,00,000

10%

5,00,000 to 10,00,000

20%

Above 10,00,000

30%

INDIVIDUAL TAXATION
For Resident Individuals aged 60 years or more but below 80 years (Senior Citizen):
INCOME

TAX RATE

Upto 3,00,000

Nil

3,00,000 to 5,00,000

10%

5,00,000 to 10,00,000

20%

Above 10,00,000

30%

For Resident Individuals aged 80 years or more (Very Senior Citizen):
INCOME

TAX RATE

Upto 5,00,000

Nil

5,00,000 to 10,00,000

20%

Above 10,00,000

30%

INDIVIDUAL TAXATION


Investment limit under section 80C of the Income-tax Act (‘Act’) raised from INR 1 lakh to INR 1.5 lakh.



Deduction limit under section 24(b) of the Act on account of interest on loan in respect of self occupied
house property raised from INR 1.5 lakh to INR 2 lakh.



An amendment has been brought in Section 54 and 54F to clarify that the exemption from capital gains tax
would be available only on reinvestment of sale proceeds in case of one house belonging to tax payer and
that too where the house is situated in India. Courts had recently interpreted this provision favourably
holding that benefit of reinvestment of capital gains was available for more than one house and also where
the house was situated outside India. The amendment reverses these decisions.



Benefit of investing in Central Government Pension Scheme under section 80 CCD of the IT Act extended
to private sector employees.



The monthly wage ceiling under the Employee’s Provident Fund Scheme increased from INR 6,500 to
INR15,000 per month to extend social security coverage for more employees.



The upper ceiling of investment in Public Provident Fund has been increased from INR 1 lac to INR 1.5
Lacs.

CORPORATE TAXATION
Business Income


No changes in Corporate Tax rate (Domestic and foreign) and Minimum Alternate Tax.



Investment allowance under section 32AC of the Act at the rate of 15 percent to a manufacturing company
that invests more than Rs. 25 crore in any year in new plant and machinery. The benefit to be available for
three years i.e. for investments upto 31.03.2017.



Investment linked deduction under section 35AD of the Act extended to two new sectors, namely, slurry
pipelines for the transportation of iron ore, and semi-conductor wafer fabrication manufacturing units.



10 year tax holiday under section 80 IA extended to the undertakings which begin generation, distribution
and transmission of power by 31.03.2017.



Any expenditure incurred by an assessee on the activities relating to corporate social responsibility referred
to in section 135 of the Companies Act, 2013 shall not be allowed as deduction under section 37.



Under section 44AE of the Act, presumptive income for all type of goods carriages is now uniform and
increased to INR 7,500 per vehicle per month.

CORPORATE TAXATION
Capital Gains


Income arising to foreign portfolio investors from transaction in securities to be treated as capital gains.



To remove tax arbitrage, rate of tax on long term capital gains increased from 10 percent to 20 percent on
transfer of units of Debt Mutual Funds. Period of holding under section 2(42A) for claiming indexation
increased from 1 to 3 years for an unlisted security and a unit of mutual fund (other than an equity oriented
mutual fund) . The amendment is proposed to take effect from April 1,2015.



Advance received against transfer of capital asset and forfeited thereafter shall be taxable under the head
“Income from other Sources” as per Section 56(2). Earlier, Sec 51 covered the above situation and the
amount forfeited was reduced from the cost of acquisition of Capital Asset. If the amount forfeited exceeds
the cost of acquisition, the cost of acquisition was reduced to nil and excess amount was treated as capital
receipt not taxable in light of Apex Court decision in Travancore Rubber & Tea Co.)



Under section 45(5), in case of Capital gains arising from transfer of an asset by way of compulsory
acquisition, the amount received in pursuance of an interim order of the authority shall be income of the
previous year in which final order is made.

CORPORATE TAXATION
Capital Gains


Transfer of Government Security (carrying a periodic payment of interest) by one non-resident to other
non-resident shall be exempt from capital gains tax.(Section 47)



It is proposed to insert a proviso in sub section (1) of section 54EC of the Act to provide that the investment
made by an assessee in the long term specified asset, out of capital gains arising from transfer of one or
more original asset, during the financial year in which the original asset or assets are transferred and in the
subsequent financial year does not exceed fifty lakh rupees.

Dividends


Concessional rate of 15 percent on foreign dividends from foreign subsidiary to India holding company to
be continued without any sunset date.



Income and dividend distribution tax to be levied on gross amount instead of amount paid net of
taxes.(applicable from 1st October 2014)

CORPORATE TAXATION
Withholding Tax


The eligible date of borrowing in foreign currency extended from 30.06.2015 to 30.06.2017 for a
concessional tax rate of 5 percent on interest payments. Tax incentive extended to all types of bonds instead
of only infrastructure bonds.



In case of non deduction of tax on payments made to residents, 30% of such payments will be disallowed
instead of 100 percent under section 40(a)(ia) of the Act. Further the ambit of expenses has been extended
to include such expenses on which tax is deductable.



Expenditure subject to withholding tax not disallowable under section 40(a)(i) of the Act in case of nonresidents if such tax is deposited on or before the due date of filing tax return.



Tax deduction at source at the rate of 2% by Insurance companies from non-exempt payments (i.e.
payments not exempt under section 10(10D)) made under life insurance policy. Tax withholding will not
apply in those cases where the amount of payment is less than INR 1 Lakh.



An income tax authority may for the purpose of checking of compliance of TDS may survey any premises
and enquire about books of accounts etc u/s 133A.

CORPORATE TAXATION
Withholding Tax


As per section 201(3) of the Act, the time limit for holding a person as an ‘assessee in default’ for nondeduction or non payment of TDS is :
• Two years from the end of financial year in which quarterly statement has been filed; and
• Six years from the end of financial year in which payment is made or credit is given.
It has been proposed to extent the above time limits to 7 years from the end of the financial year in which
payment is made.



Section 200 of the Act is proposed to be amended to allow the deductor to file correction statement.
Consequently it is also proposed to amend provisions of section 200A of the Act for enabling processing of
correction statement filed.

CORPORATE TAXATION
Charitable Institution


Where a trust or an institution has been granted registration for purposes of availing exemption under
section 11, and the registration is in force for a previous year, then such trust or institution cannot claim any
exemption under any provision of section 10 [other than that relating to exemption of agricultural income
and income exempt under section 10(23C)] and vice versa.



Under section 11 and section 10(23C), income for the purposes of application shall be determined without
any deduction or allowance by way of depreciation or otherwise in respect of any asset, acquisition of
which has been claimed as an application of income under these sections in the same or any other previous
year.



Powers of Commissioner to cancel the registrations of such trusts/ institutions has been widened to include
violation of provisions of section 13(1).



Exemption from income also granted for period before registration provided the objects and activities of the
charitable entity were the same during such years.

CORPORATE TAXATION
Real Estate


Conducive tax regime to Infrastructure Investment Trusts(INVIT) and Real Estate Investment Trusts
(REIT) to be set up in accordance with regulations of the Securities and Exchange Board of India.



These trusts would raise capital by way of issue of units to be listed on a recognized stock exchange. The
income bearing assets would be held by the trust by acquiring interest in an Indian Company (SPV) from
the sponsor.



Taxability at par with listed equity shares i.e. LTCG is exempt on the listed units of REIT/INVIT and
STCG @ 15% on such units



In case of Capital gains arising to sponsor at the times of exchange of shares in SPVs with units of the
business trusts, the taxation of gains shall be deferred and taxed at the time of disposal of units by the
sponsor. However, preferential tax regime (as in case of listed equity shares) shall not be available to
sponsor.



Capital gain is taxable in the hands of trust, but on distribution, such capital gain shall be exempt in the
hands of unit holders.

CORPORATE TAXATION
Real Estate


Interest received by business trust from SPV is not taxable in the hands of trust and no withholding tax at
the level of SPV. However, in case of payment of interest component of income distributed, trust shall
effect withholding tax at rate of 5% for non-residents and 10% for residents unit holder



In case of ECB by trusts, withholding rate of 5% on interest to be paid



Dividend received by the trust from SPV shall be exempt in the hands of trust and such dividend distributed
to unit holders shall also be exempt. However, SPV shall pay DDT on dividend paid to trusts.

TRANSFER PRICING


Introduction of a “Roll Back” provision in the Advanced Pricing Agreement (APA) scheme so that an APA
entered into for future transactions is also applicable to international transactions undertaken in previous
four years in specified circumstances.



The extant provisions of Section 92B(2) of the IT Act deems two enterprises as associated enterprises for
the purpose of applying transfer pricing provisions. However, in various cases a controversy has arisen as to
whether one of such enterprise should be a non resident. Under the proposed amendment, the deeming
provision contained under section 92(B)(2) of the Act is being amended to clarify that even a transaction
between two residents can be deemed as ‘international transaction’ for applying transfer pricing regulations.



Introduction of range concept for determination of arm’s length price in transfer pricing regulations.



To allow use of multiple year data for comparability analysis under transfer pricing regulations.



Transfer Pricing Officers have been empowered to levy penalty under section 271G of IT Act for failure to
furnish information/ documents.

OTHER AMENDMENTS


Advance ruling facility also extended to resident private companies in respect of income tax and service tax
matters



Central Government to notify the income computation and disclosure standards to be followed by any class
of persons or in respects of any class of income.



AO may make best judgment assessment u/s 144, if the income is not computed in accordance with the
standards notified u/s 145(2) of the Act.



Transaction in respect of trading in Commodity derivatives carried out in recognized association and
chargeable to CTT is not speculative transaction.



New Section 133C inserted to empower the prescribed income tax authority to issue notice to person,
whose information is in possession of such authority, requiring him to furnish information or documents.



Failure to produce books of accounts and documents as required in any notice issued u/s 142(1) or failure to
comply with a direction issued u/s 142(2A) mandatorily requires rigorous imprisonment upto 1 year or with
fine.



Mutual Funds, Securitization Trusts and Venture Capital Companies are required to file tax return.

OTHER AMENDMENTS
 Sec 285BA to be amended to provide for furnishing of statement by a prescribed reporting financial
institution in respect of a specified financial transaction or reportable account to the prescribed incometax authority to facilitate effective information exchange in respect of residents and non-residents
 Where any person, who has furnished a statement of information u/s 285BA discovers any inaccuracy
in the information provided in the statement, then, he shall, within a period of 10 days, inform the relevant
IT authority the inaccuracy in such statement and furnish the correct information in the manner as may be
prescribed.


Assessment of income of a person u/s 153C, other than the person who has been searched, can be done by
jurisdictional AO if he is satisfied that the books of account / documents / assets seized or requisitioned
have a bearing on the determination of the total income of such other person for the relevant AY or years
referred to in Sec 153A(1). Amendment with effect from October 1, 2014.



Credit of Alternate Minimum Tax u/s 115C shall be allowed.



Applicability of Alternate Minimum Tax has been extended to taxpayers claiming deduction in respect of
specified business under section 35AD.

OTHER AMENDMENTS


Detailed procedure introduced for reference by the assessing officer to valuation officer for estimating the
value of investments, fair market value of property, etc



Sec 271FFA to be inserted to provide for levy of Rs. 50,000 in case of a person, who is required to furnish a
statement of financial transaction or reportable account, provides inaccurate information in the statement
under specified circumstances
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