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What we will discuss

 Qverall directions

« Direct taxes
Personal taxation
Corporate taxation
International taxation
Other proposals

* Indirect taxes
Excise duty
Customs duty
Service tax

Goods and services tax
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Overall directions

Emphasis on generating revenues
without use of coercive tax collection
methods

New direct tax code to be released
for public debate within next 45 days

- Bill to be introduced during the
Winter Session of Parliament

Accelerating the process for smooth
introduction of GST with effect from 1
April 2010




Personal taxation

Surcharge of 10% on tax abolished
for non corporate taxpayers

Marginal reduction in the threshold
limits of exemption

Fringe benefit tax to be abolished

Benefits may now be taxable in the
hands of employee as a perquisite

Contribution to an approved
superannuation fund by the
employer in excess of INR 100,000
IS taxable

ESOPs to be taxable in the hands
of employees
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Corporate taxation

« MAT rate to be increased from
10% to 15%

Effective rate of tax for
domestic companies to be
16.995%

Effective rate of tax for foreign
companies to be 15.836%

o Carry forward period for MAT
credit to be extended from 7 years y
to 10 years
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Corporate taxation

* Long term view to build the knowledge economy and transform India into a
destination for R&D

- A 150% weighted deduction for in-house R&D now extended to all industries
except a small negative list

e Tax holiday for units in STPs / EOUs / SEZs etc. to be extended up to financial
year 2010-11

* Investment-linked tax incentive for specified businesses

- 100% deduction for capital expenditure
- No other deduction or other tax relief, including existing tax holiday (if any)
- Loss to be set off only against specified businesses
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Corporate taxation

» Tax holiday for power generation extended to activities commenced by 31
March 2011

» Tax holiday on production of mineral oil extended to natural gas production
(for new investors under NELP VIII commencing commercial production on
[ after 1 April 2009)

« Tax holiday for refining to be available to private sector
Refining must commence on or before 31 March 2012

« All oil & gas blocks licensed under a single contract to be treated as a
single 'undertaking'

Retrospective amendment w.e.f. financial year 1999-2000
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International taxation 1 transfer pricing

« Safe harbor
Currently no safe harbor provisions

Central Board of Direct Taxes (CBDT) to be
empowered to formulate rules specifying
circumstances for acceptance of transfer
prices of the taxpayer
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International taxation i Dispute Resolution

Formation of a dispute resolution panel
Comprising three commissioners
To facilitate expeditious resolution of tax disputes

 Coverage:
Transfer pricing orders
Any foreign company

« Decision of panel binding on the assessing officer

» Appeal by assessee against decision directly to the Income Tax Appellate
Tribunal (ITAT)
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Other proposals T Tax Deducted at Source (TDS)

e On failure to furnish Permanent Account Number (PAN):
Higher of the following to be deducted as tax at source
A Rate of tax in the relevant provision
A Rate in force
A Rate of 20%

No certificate for reduced or nil withholding to be granted under
section 197 or 197A

* Does this supersede the treaty rate?

« Implications for filings by non-residents
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Other proposals T Limited Liability Partnership (LLP)

 LLP to be recognised as a taxable entity
« Key implications:

Taxation on the same lines as currently applicable for a
general partnership

Income taxable in the hands of LLP, exempt in the
hands of partners

Benefit of 60% deduction for remuneration paid to
partners

A Which may be taxed in the hands of partners
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Indirect tax i central excise

e Standard rate of CENVAT retained at 8%

* 4% rate only for limited number of goods like food items, pharma products,
paper and paperboards, specified machinery

» Excise duty on packaged software exempted on the consideration payable for
the right to use the software

* However such rights to use would be subject to service tax
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Indirect tax T customs duties

» Peak rate of customs duty remains
at 10%

* Refund of customs duty for
imported goods when found to be
defective and not meeting
specification, subject to conditions

e Exemption from countervailing duty | \ | \“l
on the value of packaged software 1 k,'
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be subject to service tax
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Indirect tax i service tax

 New services to be subject to service tax i effective from a date to be notified
Transport of goods through rail, in containers or otherwise

Transport of coastal goods and goods transported through national
waterways and inland waters

Legal consultancy services (B2B only)
Cosmetic and plastic surgery services
e Services provided to and from installations, structures and vessels

in the Continental Shelf of India and Exclusive Economic Zone
of India brought within the ambit of service tax
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Indirect tax I goods and services tax

* Introduction of GST with effect from 1 April 2010
e Consensus on dual GST
 Dual GST strikes a good balance between fiscal autonomy of centre and states

 Empowers both levels of government to apply the tax to a comprehensive base
of goods and services

« Simpler to administer and encourages compliance

* Eliminates cascading effect resulting from partial application of central and state
taxes
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