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1. Income Tax



1.1Implication on Individuals

Income-tax rates for individuals remain unchanged.

The amount of income-tax shall be increased by a surcharge.



•



Criteria

Income or Aggregate of income subject to

deductions exceeds fifty lakhs but does not

exceed one crore rupees



Surcharge

10%



Income or Aggregate of income subject to

deductions exceeds one crore rupees



15%



Surcharge will also be levied at the appropriate rates in cases where these persons

are liable to tax under section 115JC.



The effect of the new rebate under Section 87A the tax burden for those earning up to Rs

3 lakh would be nil, and for those in the Rs 3 lakh to Rs 3.5 lakh bracket would be Rs

2,500.

The reduction of EPF contribution to 8% in the first three year for women.

Government will contribute 12% to EPF for new employees for three years in sectors

employing large number of people like textile, leather and footwear.

It is proposed to allow a standard deduction of upto Rs 40,000/- or the amount of salary

received, whichever is less.
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Consequently the present exemption in respect of Transport Allowance (except in case of

differently abled persons) and reimbursement of medical expenses is proposed to be

withdrawn (from 1st April 2018)

In respect of section 80D the monetary limit of deduction for very senior citizen is raised

from Rs 30,000/- to Rs 50,000/- which is to be applicable from 1st april 2018.

In respect of section 80DDB the monetary limit of deduction for senior citizens with

critical illnesses the deduction will be Rs 1 lakh from 1st april 2018.

A deduction up to Rs 10,000/- is allowed under section 80TTA to an assessee in respect

of interest income from savings account. A new section 80TTB has been inserted so as to

allow a deduction up to Rs 50,000/- in respect of interest income from deposits held by

senior citizens. However, no deduction under section 80TTA shall be allowed in these

cases. It is also proposed to amend section 194A so as to raise the threshold for deduction

of tax at source on interest income for senior citizens from Rs 10,000/- to Rs 50,000/from 1st april 2018.

Tax on Long Term Capital Gains exceeding Rs. 1 lakh at the rate of 10 percent, without

allowing any indexation benefit. However, all gains up to 31st January, 2018 will be

grandfathered.

Extending the benefit of tax-free withdrawal from NPS to non-employee subscribers

Previously an employee contributing to the NPS is allowed an exemption in respect of

40% of the total amount payable to him on closure of his account or on his opting out.

This exemption is not available to non-employee subscribers. It is proposed to extend the

said benefit to all subscribers.
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1.2 Implications on Corporates and Business

Rates of corporate tax changed for domestic:

•



In case of domestic company, the rate of income-tax shall be twenty five per cent of

the total income if the total turnover or gross receipts of the previous year 2016-17

does not exceed two hundred and fifty crore rupees and in all other cases the rate of

Income-tax shall be thirty per cent of the total income. In the case of company other

than domestic company, the rates of tax are 29% or 30% depending on the nature of

company



Deduction of 30 percent on emoluments paid to new employees Under Section 80-JJAA

to be relaxed to 150 days (earlier 240 days), this relaxation extends to footwear and

leather industry.

.

New regime for taxation of long-term capital gains on sale of equity shares:

The exemption under clause (38) of section 10 is withdrawn, instead a new section 112A

is introduced ,were long term capital gains arising from transfer of a long term capital

asset being an equity share in a company or a unit of an equity oriented fund or a unit of a

business trust shall be taxed at 10 per cent of such capital gains exceeding one lakh

rupees.

Insertion of section 115R: With a view to provide a level playing field between growth

oriented funds and dividend paying funds, in the wake of new capital gains tax regime for

unit holders of equity oriented funds, it is proposed to amend the said section to provide

that where any income is distributed by a Mutual Fund being, an equity oriented fund, the

mutual fund shall be liable to pay additional income-tax at the rate of ten per cent on

income so distributed.

.
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•



Consequences for FIIs - Long term capital gain arising from transfer of a unit of

equity oriented fund will become taxable in the hands of FIIs .



At present deemed dividend are taxed in the hands of the recipient at the applicable

marginal rate .With the view to bring clarity, it is proposed to tax such deemed dividend

at the rate of 30 percent in the hands of the company itself.



The following amendments are made so as to improve the effectiveness and reduce the

compliance burden of Country-by-Country reporting:—



•



The time allowed for furnishing the Country-by-Country Report (CbCR), in the case

of parent entity or Alternative Reporting Entity (ARE), resident in India, is proposed

to be extended to twelve months from the end of reporting accounting year;



•



Constituent entity resident in India, having a non-resident parent, shall also furnish

CbCR in case its parent entity outside India has no obligation to file the report of the

nature referred to in sub-section (2) in the latter’s country or territory;



•



The time allowed for furnishing the CbCR, in the case of constituent entity resident in

India, having a non-resident parent, shall be twelve months from the end of reporting

accounting year;

These amendments will take effect retrospectively from the 1st April, 2017 and will,

accordingly, apply in relation to the assessment year 2017-18 and subsequent years.
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MEASURES TO PROMOTE START-UPS:

Deduction under section 80-IAC shall be available to an eligible start-up for three consecutive

assessment years out of seven years at the option of the assesse. 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:—



(i) The benefit would also be available to start ups incorporated on or after the 1st day of

April 2019 but before the 1st day of April, 2021;

(ii) The requirement of the turnover not exceeding Rs 25 Crore would apply to seven

previous years commencing from the date of incorporation;

(iii)The definition of eligible business has been expanded to provide that the benefit would be

available if it 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.

The amendment will take effect, from 1st April, 2018 and will, accordingly, apply in relation

to the assessment year 2018-19 and subsequent assessment years.
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2. Indirect Taxes

2.1 Customs

The name of central board of excise and customs will be changed to central board of indirect tax

and custom. There have been changes in duty rates as per custom tariff act, the following are the

primary changes:

Introduction of Social Welfare Surcharge

Levy of Social Welfare Surcharge @ 10%, as a duty of Customs on imported goods to finance

education, housing and social security. However, rate shall be 3% in case of petrol, diesel, silver

and gold.

Education Cess and Secondary and Higher Education Cess have been abolished on imported

goods.



•



Few major changes in the first schedule of the CUSTOMS TARIFF act, 1975

COMMODITY

Duty on CKD (Completely knock down)

Import of motor vehicle, motor car

Duty on CBU (completely build unit)

duty on mobile phones

duty on raw cashews



RATES

increased from 10% to 15%

Increased from 20% to 25%

Increased from 15% to 20%

Reduced from 5% to 2.5%
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2.2 Service tax:

Retrospective Exemption:

•



•



•



Services provided or agreed to be provided by the Naval Group Insurance Fund by way

of life insurance to personnel of Coast Guard, under the Group Insurance Schemes of the

Central Government.

Services provided or agreed to be provided by the Goods and Services Tax Network

(GSTN) to the Central Government or State Governments or Union territories

administration.

Consideration paid to the Government in the form of Government’s share of profit

petroleum in respect of services provided or agreed to be provided by the Government

by way of grant of license or lease to explore or mine petroleum crude or natural gas or

both.



Where, Service tax was paid on above mentioned services, refund claim can be filed within 6

months from the enactment of the Finance Bill, 2018.



3. MISCELLANEOUS:

Rationalization of section 43CA, section 50C and section 56:

At present, income from capital gains, business profits and other sources 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.

In order to minimize hardship 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.
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