
 



 

 
 

 
 

 
 
 

 
 

 
 

FOR PRIVATE AND INTERNAL CIRCULATION ONLY 
 
This booklet summarises only the important proposals made by the 

Honourable Finance Minister in the Lok Sabha. Whilst every care has 
been taken in the preparation of this document it might contain 

errors for which we should not be held responsible. It must be 
emphasised that the Finance Bill could contain proposals which have 
not been referred to in the budget speech. The information as given 

in this document provides a bird’s eye view on the said proposals and 
thus should not be relied upon for the purposes of economic 

decisions. 
 
February 1, 2018 

 
 

 
 

 
 
 

 

DOSHI CHATTERJEE BAGRI & CO LLP 

 

 
 

BKR International represents the combined strength of more than 

160 independent accounting and business advisory firms in over 500 
offices and 80 countries 



UNION BUDGET  2018 

 

 DOSHI CHATTERJEE BAGRI & CO LLP 

 

 

 

 

 

 

 

 

 

INDEX 
 

 

 

 

PARTICULARS PAGE NOS. 

  

FOREWORD  1 

HIGHLIGHTS OF ECONOMIC SURVEY 2018 2 - 8 

HIGHLIGHTS OF BUDGET PROPOSALS 2018 9 - 13 

INCOME TAX PROPOSALS 14 - 30 

INDIRECT TAX PROPOSALS 31 - 32 

OTHER BUDGET PROPOSALS 33 - 40 

 

 

 

GLOSSARY 
 

1 Crore   =  Rs. 10 million 

1 Lakh   =  Rs. 100 thousand 

BCD   =  Basic Custom Duty 

ACD   =  Additional Custom Duty 

CVD   =  Countervailing Duty 

SAD   =  Special Additional Duty 

AED   =  Additional Excise Duty 

SAED   =  Special Additional Excise Duty 

MAT  = Minimum Alternate Tax 

GST  = Goods & Service Tax 

FII  = Foreign Institutional Investor 

RSP  = Retail Sale Price 



UNION BUDGET  2018 

 

1 DOSHI CHATTERJEE BAGRI & CO LLP 

 

FOREWORD 

The Finance Minister, Mr Arun Jaitley, presented his fifth and last full budget of the NDA 

Government before the general elections in 2019, earlier today.  This was the first budget after 

big-ticket economic reforms like the Goods and Service Tax, dynamic fuel pricing, mega PSU 

bank/capitalization etc.  Like last year the railway budget formed part of the Union Budget. 

 

The Budget has several proposals impacting the rural agricultural economy.   

“The farmer is the only man in our economy who buys everything at retail, sells everything at 

wholesale, and pays the freight both ways.” John F. Kennedy. 

 

Besides the budget also emphasises on the infra-structure segment by providing large allocations 

for various infrastructure projects spanning across sectors such as road, railways, urban 

development etc., 

 

The health, education and social protection also attract a fair deal of budgetary allocation with 

the government persisting with the Swatch Bharat scheme and proposing to broad base 

education to ensure quality education is imparted to the citizen of India.  Efforts are also 

proposed to broaden the adoption of digital technology and e-education.  In a significant 

development, the budget proposed to introduce most probably, the largest social health insurance 

scheme by proposing to cover over 10 Crore homes of the poor population covering 50 Crore 

people.  Great emphasis has been laid on transparency and good governance in an attempt to 

weed out corruption and inefficiency in the system. 

 

However, such lavish provisions for social reform and infra-structure development does put 

pressure on the targeted revenue collection of the Government and as expected various tax 

initiatives have been outlined by the government to fund its proposed planned expenditure so as 

not to impact the fiscal deficit negatively. 

 

 On the tax front after the introduction of GST in the last year the Finance Minister could not 

have made any changes or adjustments either in Excise Duty or Service Tax so what was left for 

him was to make some adjustments in the Direct Tax and Customs Duty. 

 

In the area of Income Tax no big ticket announcement has been made and whatever relief is 

proposed are cursory in nature though, to make life easier for MSME the reduced rate of 25% for 

corporate tax will now apply to those companies whose gross turnover  /receipt does not exceed 

Rs.250 Crore.  Earlier this limit was Rs.50 Crore, and by increasing the threshold, 99% of 

MSME companies will now be eligible to obtain a benefit for a reduced rate of tax.   

 

 

                                                                 

Kolkata        Ajay K. Doshi 

February 1, 2018.     
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HIGHLIGHTS OF ECONOMIC SURVEY 2018 
 

ECONOMIC OUTLOOK   

 

 GDP growth for the year 2018-19 to be 7-7.5 percent vs 6.75 percent for FY 2017-18. 

 The Economic Survey has predicted gross value added for FY18 at 6.1 percent as against 

6.6 percent for the previous financial year. 

 Agriculture, education, and employment will be areas of focus in the medium term, 

according to the Economic Survey. 

 Economic Survey says private investment is poised for a rebound. 

 The Economic Survey has called the prevailing high oil prices are a matter of concern. 

 The biggest source of upside potential is the exports sector, the survey says. 

 The government sticks to its 3% fiscal deficit target for FY19 but that it was possible that 

the deficit could end up being higher than that. 

 Economic Survey says that consumption demand is likely to be aided by low real estate. 

 The biggest source of upside potential is the exports sector, the Economic Survey states. 

 The Economic Survey says economy management is likely to be challenging in FY19. 

 

PRICES 

 

 The survey said that average retail inflation had declined to a six year low of 3.3% in FY 18, 

and that the economy was moving towards a more stable price regime.  

 

FISCAL OUTLOOK 

 

 The government had pegged the fiscal deficit target at 3.2 percent of Gross Domestic 

Product (GDP) for the financial year 2017-18, ensuring adherence to the path of fiscal 

consolidation, without compromising on public investment ensuring adherence to the path 

of fiscal consolidation. It aims to achieve a target of 3 percent in 2018-19. 

 The early pick-up in expenditure coupled with front-loading of some expenditure and 

increased interest outgo exerted pressure on fiscal deficit, which expanded to 112 percent of 

budget estimates by November 2017. 

 The early pick-up in expenditure coupled with front-loading of some expenditure and 

increased interest outgo exerted pressure on fiscal deficit, which expanded to 112 percent of 

budget estimates by November 2017. 

 Uncertainty in indirect tax collection due to the rollout of Goods and Services Tax (GST), 

receiving reduced divided from the central bank and lesser revenue from telecom spectrum 

led to overshooting the budgetary target. 

 Similarly, expenditure also progressed at a fast pace, reflecting the advancing of the budget 

cycle by a month which gave considerable leeway to the spending agencies to plan in 

advance and start implementation early in the financial year. 

 As a result, the government’s fiscal deficit until November was Rs 6.1 lakh crore compared 

to the budgeted Rs 5.5 lakh crore. 

 “In addition, the measured deficit for 2017-18 will include Rs 80,000 crore (0.5 percent of 

GDP) in capital provided to public sector banks. But this will not affect aggregate demand, 

as reflected in international accounting practice which deems such operations as financing 

(“below-the-line”) rather than expenditure,” the survey said. 
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 However, state governments seem to move closer to their targeted fiscal consolidation--in 

part because the Centre has guaranteed them a large increase in their indirect tax take via 

compensation cess, as a part of the GST law. 

 According to the Economic Survey 2018, if per capita income in India grows at 6.5 percent 

per year, India would reach upper-middle income status by the mid-to-late 2020s. 

 

INTEREST RATES 

 

 The Survey draws our attention to high frequency indicators that suggest a robust recovery 

is taking hold as reflected in overall GVA (gross value added), manufacturing GVA, the IIP, 

gross capital formation and exports. Real non-food credit growth has rebounded and 

behaviour of manufacturing exports and imports in the second and third quarters of this 

fiscal year has started to reverse. The cash-to-GDP ratio has stabilized, suggesting a return 

to equilibrium after the demonetisation disruption. The expansionary fiscal policy is also 

providing a boost to aggregate demand. 

 Private investment seems poised to rebound, as many of the factors exerting a drag on 

growth over the past year finally ease off. 

 All this said, while the direction of the indicators is positive, their level remains below 

potential. 

 While growth is making a comeback, oil prices are forecast by the IMF to be about 12 

percent higher in 2018-19. Assuming the increase is passed on into higher prices, rather than 

absorbed by the budget through excise tax reductions or by the oil marketing companies, it 

would exert inflationary pressure. 

 Not only inflation, it would impact the current account, the fiscal position and growth, and 

force macroeconomic policies to be tighter than otherwise. 

 

EQUITY MARKETS 

 

 There seems to be light at the end of the tunnel. The Survey observes that many of the issues 

that hamstrung growth in the past are getting resolved. 

 The Indian Economic Survey’s hawkish tone about Indian stock market valuations may not 

be music to the ears of investors looking to put money in their next SIP (systematic 

investment plan). And while the encouraging commentary on the macro outlook should 

sooth nerves, there’s enough of a red flag from oil prices for investors to take sit up and take 

notice. 

 

EXTERNAL SECTORS 

 

 In recent times, fiscal deficits, the current account, and inflation were all higher than 

expected, albeit not threateningly so, reflecting in part higher international oil prices—

India’s historic macroeconomic vulnerability. The Survey points fingers at aggressive 

output cuts by Saudi Arabia (and Russia) in advance of the planned listing of the Saudi 

Arabian oil company, Aramco, which could force oil prices even higher. 

 The United States, United Kingdom and European Union account for around 90 percent of 

the total IT-ITeS exports, the Survey said 

 Software exports registered a negative growth of 0.7 percent in 2016-17, and in the first half 

of 2017-18, it grew by 2.3 percent, as per the Reserve Bank of India data provided in the 

Economic Survey 2017-18, 
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 While there are new challenges surfacing in these traditional geographies, demand from 

APAC, Latin America and Middle East Asia is growing and new opportunities are emerging 

for expanding in continental Europe, Japan, China and Africa,” the Economic Survey noted. 

 Forex earnings from tourism jump 20.8% in 2017. 

 

INDIA ON THE MOVE 

 

 Private investment seems poised to rebound, as many of the factors exerting a drag on 

growth over the past year finally ease off. Translating this potential into an actual 

investment rebound will depend on the resolution and recapitalisation process. 

 

INCREASE IN TAXPAYERS POST-DEMONETISATION 

 

 One of the aims of demonetization and the Goods and Services Tax (GST) was to increase 

the formalization of the economy and bring more Indians into the income tax net, which 

includes only about 59.3 million individual taxpayers, equivalent to 24.7 percent of the 

estimated non-agricultural workforce. Has this happened and to what extent? 

 At first blush, there does seem to have been a substantial increase in the number of new 

taxpayers. After November 2016, 10.1 million filers were added compared with an average 

of 6.2 million in the preceding six years. 

 

GST REVENUE COLLECTIONS 

 

 GST revenue collections are surprisingly robust given that these are early days of such a 

disruptive change. Government measures to curb black money and encourage tax 

formalization, including demonetization and the GST, have increased personal income tax 

collections substantially (excluding the securities transactions tax). 

 From about 2 percent of GDP between 2013-14 and 2015-16, they are likely to rise to 2.3 

percent of GDP in 2017-18, a historic high. Precise estimates of the government’s 

contribution to this improvement vary depending on the methodology used. 

 

BULLISH ON GROWTH AS GST BENEFITS KICK IN 

 

 The annual Economic Survey hit an upbeat note predicting that India would grow at 7-7.5% 

in 2018-2019 as it shakes off the disruptive effects of demonetisation, and the benefits of the 

Goods and Services Tax (GST) kick in. 

 A series of major reforms undertaken over the past year will allow real GDP growth to 

reach 6.75 percent this fiscal and will rise to 7 to 7.5 percent in 2018-19, thereby re-instating 

India as the world’s fastest growing major economy,” said the Economic Survey 2017-18 

tabled in Parliament on Monday. 

 With world growth likely to witness moderate improvement in 2018, expectation of greater 

stability in GST, likely recovery in investment levels, and ongoing structural reforms, 

among others, should be supporting higher growth. On balance, country’s economic 

performance should witness an improvement in 2018-19,” it said, though it cautioned on 

rising oil prices, a factor that could feed inflation and keep interest rates elevated. 

 The survey favoured shutting down or merging struggling banks and identified employment, 

education and agriculture as the three key focus reform areas in the medium term. 
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GST ON SMOOTHER LANE 

 

 The chapter titled “A New, Exciting Bird’s-Eye View of the Indian Economy Through the 

GST” indicates that India may soon reach a steady state on GST, which has been 

characterised by multiple rate changes, teething problems on return filing and procedural 

irritants since it kicked in from July  1 after a grand midnight event in Parliament. 

 A preliminary analysis shows that there has been a 50 percent increase in the number of 

indirect taxpayers, besides a large increase in voluntary registrations, especially by small 

enterprises that buy from large enterprises and want to avail Input Tax Credits (ITC), 

deductions for taxes already paid. 

 As on December 2017, there were 9.8 million unique GST registrants, slightly more than the 

total indirect tax registrants under the old system (where many taxpayers were registered 

under several taxes). 

 The profile of new filers is interesting in that their total turnover, business-to-consumer 

(B2C) transactions account for only 17 percent of the total. The bulk of transactions are 

business-to-business (B2B) and exports, which account for 30-34 percent apiece. 

 It also underlines that the distribution of the GST base among the States is closely linked to 

the size of their economies, allaying fears of major producing states that the shift to the new 

system would undermine their tax collections. 

 The survey also flagged the need to address the issues of pendency in dispute resolution to 

turn the country into a more business-friendly place. 

 “These issues hamper dispute resolution and contract enforcement, discourage investment, 

stall projects, hamper tax collection, stress tax payers and escalate legal costs,” it said. 

 

DEMONETISATION 

 

 The survey said that demonetisation has helped the share of financial savings rise. 

 Since investment slowdowns are more detrimental to growth than savings slowdown, so, 

policy priorities over the short run have focused on reviving investment by mobilizing 

saving, through attempts to unearth black money and encouraging the conversion of gold 

into financial saving. 

 The share of financial saving is already rising in aggregate household saving - with a clear 

shift visible towards market instruments – a phenomenon that has been helped by 

demonetization, the survey said. 

 

JAM ENHANCED WITH UPI TO IMPROVE DELIVERY OF SERVICES SUCH AS 

HEALTH AND EDUCATION 

 

 JAM as a phrase was added to the Indian policy lexicon by the Economic Survey three years 

ago. The ‘JAM agenda’ refers to the potential of large-scale, technology-enabled, real-time 

cash transfers to improve the economic lives of the poor, and raise efficiency by reducing 

leakages and market distortions. 

 The introduction of JAM, i.e. Jan Dhan, Aadhaar, Mobile and technology architecture, now 

further enhanced by the Unified Payments Interface (UPI) will go a long way in improving 

the delivery of essential services such as health and education, said the Economic Survey on 

Monday. 

 "India is in a grey zone of uncertainty on the role of states and markets. Limitations on state 

capacity (center and states) affect the delivery of essential services such as health and 
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education. At the same time, the introduction of technology and the JAM architecture, now 

enhanced by the UPI, holds the potential for significant improvements in such capacity," it 

said. 

DEDICATED BENCHES AT HIGH COURTS FOR TAX DISPUTES RECOMMENDED 

 

 Setting up of separate benches at high courts to handle tax cases to help prune the pendency 

and bring about consistency in resolving litigation.  

 It was found that tax departments in India have gone in for contesting against in several tax 

disputes but with a low success rate which is below 30 percent. About 66 percent of pending 

cases accounted for only 1.8 percent of value at stake. 

STRONG POLICIES AND INSTITUTIONS FOR SUPPORTING INCLUSIVE 

GROWTH SHOULD BE GOVT’S TOP PRIORITY 

 Being a developing economy, there is not enough fiscal space to increase the expenditure on 

critical social infrastructure like education and health in India, it said. The Economic Survey 

2017-18 called for a wider spread of inclusive policies to reduce inequality and make the 

growth process more equitable. 

 Though macroeconomic growth and efficient markets are essential, it is necessary to equally 

ensure that the benefits of growth are equitably accessible to all citizens to make growth 

broad-based” the survey, tabled in Parliament today, said. 

 Towards inclusive development, India has been implementing programmes for social 

sectors like education and health to include women and the marginalized sections of the 

people to bridge the gaps in educational attainments, health outcomes and employment 

opportunities, it said. 

 

GOVERNMENT KEEN TO DOUBLE FARM INCOME BY 2022 

 

 The government is keen to double the income of the farmers by 2022, for which it has 

launched several new initiatives that encompass activities from seed to marketing.  

 The survey, which estimated that agriculture sector will grow at 2.1 percent in 2017-18, said 

that credit from institutional sources will complement all such government initiatives like 

soil health card, input management, per drop more crop in Pradhan Mantri Krishi Sinchai 

Yojana (PMKSY), Pradhan Mantri Fasal Bima Yojana (FMBY) and e-NAM among others. 

 

INDIA NEEDS $4.5 TRILLION BY 2040 TO DEVELOP INFRA 

 

 India will need about USD 4.5 trillion in the next 25 years for infrastructure development, of 

which it will be able to garner about USD 3.9 trillion, the Economic Survey said. 

 "The Global Infrastructure Outlook reflects that rising income levels and economic 

prosperity is likely to further drive demand for infrastructure investment in India over the 

next 25 years. 
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INDIA SHOULD LEVERAGE ARTIFICIAL INTELLIGENCE, BLOCKCHAIN FOR 

FUTURE GROWTH 

 

 Six key areas that can be taken up as national missions to promote India’s R&D capabilities, 

i.e. National Mission on Cyber Physical Systems, national missions on dark matter, 

genomics, energy storage systems, mathematics and agriculture. 

 India has the potential to be a global leader if it makes the right investments now in the 

technologies of the future including artificial intelligence, machine learning and blockchain, 

the Economic Survey 2017-18 said on Monday. 

 Calling for greater focus and investment on R&D in science and technology, the Survey 

suggested a mission-driven approach that could have a huge impact on Indian society and 

growth. 

 

IMPLEMENTATION OF IBC PROCESS TO BE KEY DETERMINANT OF GROWTH 

 

 India will grow at 7 to 7.5 percent in 2018-19 and 6.75 percent this fiscal, the Survey said in 

an upbeat forecast, thereby re-instating India as the world’s fastest growing major economy. 

 The implementation of insolvency and bankruptcy code (IBC) process will be one of the 

key determinants of growth in the financial year 2018-19, the Economic Survey said today. 

 The Insolvency and Bankruptcy Code (IBC), 2016 was enacted for time-bound insolvency 

resolution process and to prevent unscrupulous, undesirable persons from misusing or 

vitiating the provisions of the code. 

 Over 4,300 cases have been filed for insolvency, out of which around 470 have been 

admitted to National Company Law Tribunal (NCLT), which is the arbitration authority for 

cases filed under IBC. 

 Banks, especially state-owned, have been saddled with non-performing assets (NPAs), 

mainly across six major sectors-- steel, power, roads, highways, and telecom--are in the 

process of revival, given the pile-up of bad loans that threatens to negatively affect their 

growth. NPAs held by Indian banks have crossed Rs 10 lakh crores. 

 The IBC mechanism is being used actively to resolve the NPA issue. A major factor behind 

the effectiveness of the new code has been the adjudication by the Judiciary as it prescribes 

strict time limits for various procedures under it. 

 

RISING NPAS OF HOUSING LOANS DISBURSED BY PUBLIC BANKS AND HFCS A 

CAUSE OF CONCERN 

 

 Private Equity funds and financial institutions replace banks as the largest source of funding 

to the sector. 

 The individual housing loan disbursements of Public Sector Banks (PSBs) and Housing 

Finance Companies (HFCs) have shown an increase of nearly 11 percent in 2016-17 over 

2015-16 but increasing non-performing assets (NPAs) of individual housing loan portfolios 

of PSBs and HFCs is a cause for concern, says the Economic Survey. 

 Rising NPAs, higher risk provisioning assigned to real estate sector and dwindling profits in 

the real estate sector, have made banks reluctant to lend to the sector. As a result, the share 

of bank lending for organised funding to real estate sector has dropped significantly from 

over 68 percent in 2013, to 17 percent in 2016, says the Economic Survey. 

 Interestingly, Private Equity (PE) funds and financial institutions such as pension funds and 

sovereign wealth funds have replaced banks as the largest source of this sector. The share of 
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PE funds and these institutions in real estate funding has gone up significantly from 14 

percent in 2013 to over 82 percent in 2016. On a cumulative basis for the 2013-16 period, 

PE funds have been the highest source of funding accounting for 57 percent share, followed 

by bank lending with 34 percent share, while the remaining 9 percent is funded through FDI 

inflows, it says. 

 

REAL ESTATE AND CONSTRUCTION TO CREATE OVER 1.5 CRORE JOBS OVER 

NEXT FIVE YEARS 

 

 Real estate and construction together, is the second largest employment provider in the 

country, next only to agriculture. 

 It employed a workforce of over 4 crore in 2013, and as per projections is slated to employ 

over 5.2 crore people by 2017, and as per the National Skill Development Council (NSDC), 

Real estate and construction sectors are expected to require over 6.6 crore people by 2022. 

 

MORE WOMEN THAN MEN TAKE BENEFIT OF MNREGA, STILL REMAIN ‘MOST 

DISADVANTAGED’ 

 

 According to Economic Survey 2018, approximately 4.6 crore households were given 

employment under MGNREGA, of which 54 percent were taken up by women. 

 Centre also brought some sweeping changes in the labour reforms for the benefit of women 

workers during 2017-18. These initiatives include establishing Mahila e-Haat and Maternity 

Benefit (Amendment) Act 2017. 

 While the former provides an online market place to approximately 3.75 lakh female sellers 

to market their products online, the latter enhanced maternity leaves up to 26 weeks (six 

months). 

 The Maternity Bill 2017, however, covers women labourers working with registered 

organisations, keeping a large number of female workers operating out of informal work 

environment out of the Act’s ambit. 
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HIGHLIGHTS OF UNION BUDGET 2018 

 

INCOME TAX 

 

Measures for Promoting Equity 

 

 No change in personal income tax rates. However Education Cess has been increased by 

1%. 

 Standard Deduction up to Rs.40,000 will be available to Salaried employees. The deduction 

was withdrawn in the year 2005-06 has been reintroduced again. However, exemption for 

transport allowance and reimbursement of Medical Expenditure is proposed to be 

withdrawn. As such no effective deduction has been proposed. 

 All senior citizens can claim benefit of deduction of Rs.50,000 PA with respect to medical 

insurance premium. In case of single premium health insurance policy, the benefit of 

premium can be availed over the period of coverage. 

 A deduction of Rs. 50,000 is allowed for interest on deposits held by senior citizens. No tax 

deduction will also be there by banks if the interest amount does not exceed Rs. 50000. 

 

Tax Incentives 

 

 100% deduction under section 80P will be allowed for the first five years for companies 

registered as “Farm Producer Companies” having a total turnover up to Rs. 100 Crore. 

 Companies having recorded annual turnover of up to Rs. 250 Crore will be taxed @25%. 

 The definition of ‘Eligible Business’ under Startup to include a scalable business model 

with high potential of employment generation or wealth creation.  

 

Facilitating Insolvency Resolution 

 

 If a company’s application for corporate insolvency has been admitted by the Adjudicating 

Authority, the company can claim the aggregate amount of unabsorbed depreciation and 

brought forward loss to be reduced from the Book Profit for calculating MAT u/s 115JB. 

Moreover, even if the beneficial ownership of shares has changed beyond the permissible 

limit u/s 79, it is proposed that the benefit of carried forward losses can be claimed by these 

companies. 

 

Improving Effectiveness of Tax Administration 

 

 For Scrutiny Assessment, it is proposed to prescribe a new scheme for the purpose of 

making assessments so as to impart greater transparency and accountability, by eliminating 

the interface between the Assessing Officer and the Assessee, optimal utilization of the 

resources, and introduction of team-based assessment. 

 

Rationalization Measures 

 

 No adjustment with respect to addition of Income appearing in Form 26AS or Form 16 or 

Form 16A will be made in respect of any Return furnished on or after the Assessment Year 

2018-19. 

 Mark to Market loss, or other expected loss as computed under ICDS shall be allowed. 
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 Any gain or loss arising in respect of Foreign Exchange Rate for specified Foreign Currency 

Transactions shall be treated as income or loss as the case may be.  

 

Widening and Deepening of Tax Base 

 

 It is proposed that every non individual entity entering into a transaction exceeding Rs. 

2,50,000 has to obtain PAN. 

 Equity Oriented Mutual Funds to pay 10% tax on Distributed income. 

 Long Term Capital Gains introduced on sale of listed securities on gains over Rs. 1 Lac 

without benefit of indexation. 

 

SERVICE TAX 

 

 Exemption has been granted retrospectively on some services.  

 

CUSTOMS DUTY 

 

 Education Cess and Secondary and Higher Education Cess on imported items (except 

certain items) have been abolished. Social Welfare Surcharge has been levied @10% of 

aggregate Customs Duty. This surcharge will  be used for financing education, housing and 

social security. In case of Petrol, HSD, Silver, Gold etc. this surcharge has been levied @3% 

of aggregate Customs Duty. 

 Additional Duty of Customs on imported petrol and HSD has been abolished.  Road and 

Infrastructure Cess @ Rs. 8 per litre has been levied.  

 Increase in customs duty has been proposed for the following items: 

o Fruit Juices, Vegetable Juices, Vegetable Oil 

o Automobile Parts 

o Cellular Mobile Phones, parts and accessories of Mobile Phones 

o LCD/LED/OELD panels and parts of LCD/LED/OELD  TVs 

o CBU (completely built up) import of motor vehicles 

o Imitation Jewellery, Colored gemstones 

o Watches, Toys 

 Decrease in customs duty has been proposed for the following items: 

o Raw Cashew 

o Ball screws, CNC systems for manufacture of CNC machine tools 

o Solar tempered glass for manufacture of solar cell/Panel 

o Raw material, parts or accessories for manufacture of implants 

 

EXCISE DUTY 

 

 Central Board of Excise & Customs has been renamed as Central Board of Indirect Tax and 

Customs. 

 Excise Duty on Petrol and Diesel has been proposed to be reduced. 

 

OTHER PROPOSALS 

 

 India grew at an average of 7.5% in the first three years since 2014. It is now a 2.5 

trillion dollar economy. 
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 Maximum governance, minimum government has ensured India has climbed 42 

places in the ease of doing business. 

 Government has ensured that services and benefits reach people directly. The direct 

benefit transfer in India is the biggest such exercise in the world. 

 The Minimum Support Price of all crops shall be increased to at least 1.5 times that 

of the production cost. 

 The government will ensure payment of full MSP even if farmers sell below MSP. 

 Agri-related stocks gain after it is said MSP for all crops to be increased by 1.5 

times. Kaveri Seeds Co Ltd rose 2.4%, Jain Irrigation Systems Ltd 2.1%, Escorst 

Ltd rose 5%, Mahindra & Mahindra Ltd rose 2.2%. 

 470 APMCs have been connected to eNAM network, the rest to be connected by 

March 2018. Agri-Market Development Fund with a corpus of Rs. 2,000 crore to be 

set up for developing agricultural markets. 

 The focus is on low-cost farming, higher MSP. Emphasis is on generating farm and 

non-farm employment for farmers. 

 Cluster-model approach to be adopted for agricultural production. 

 Allocation to food processing ministry is being doubled from Rs. 715 crore to Rs. 

1,400 crore. 

 Rs. 500 crore announced for Operation Green. 

 Grameen Agricultural Market (GRAM) will provide farmers a means to sell 

directly to buyers. 

 Restructured National Bamboo Mission to be launched with an allocation of Rs. 

1,290 crore to promote bamboo sector in a holistic manner. 

 Agri-Market Development Fund with a corpus of Rs. 2,000 crore to be set up for 

developing agricultural markets. 

 Fishery and aquaculture and animal husbandry funds with a total corpus of Rs. 

10,000 crore. 

 Credit for agricultural activities is up from Rs. 10 lakh crore to Rs. 11 lakh crore. 

 Special scheme to address air pollution in Delhi-NCR region. 

 Ujwala will give 8 crore women new LPG connections. 

 Removal of crop residue to be subsidised in order to tackle the problem of pollution 

due to burning of crop residue. 

 In the next financial year, the government will target construction of twenty million 

toilets. 

 Aim that by 2022, all poor people have a house to live in. 

 Loans to self help groups will increase to Rs. 75,000 crore by March 2019. 

 Rs. 14.34 lakh crore to be spent for providing livelihood to rural India through 

infrastructure building. 

 Technology will be the biggest driver in improving education. 

 Integrated B.Ed programme to be initiated for teachers, to improve quality of 

teachers. 

 Eklavya schools to be started for Scheduled Tribe population. Scheme for 

revitalizing school infrastructure, with an allocation of 1 lakh crore rupees over four 

years. Called RISE - Revitalizing Infrastructure in School Education. 
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 Eighteen new schools of planning and architecture will be set up. Proposed railway 

university in Vodadara. 

 Rs. 1,200 crore for the flagship programme in health wellness centres. 

 Launching a flagship National Health Protection Scheme to cover 10 crore poor and 

vulnerable families, benefiting approx. 50 crore. Providing Rs. 5 lakh per family 

per year for medical reimbursement, under National Health Protection Scheme. 

This will be world’s largest health protection scheme. 

 One medical college per every three constituency. 

 Rs. 600 crore for nutritional support to TB patients. 

 24 new government medical colleges and hospitals to be set up by upgrading 

existing district hospitals. 

 Total 187 projects sanctioned under the Namami Gange programme. 

 Mass formalization of MSME sector is happening after demonetization and GST. 

 Healthcare stocks trading higher after the government said it proposed to cover 100 

million families via healthcare protection scheme. Apollo Hospital Ltd rose 4.1%, 

Thyrocare Technologies Ltd 2.6%, Healthcare Global Enterprises Ltd rose 3%. 

 Announce allocation of Rs. 56,619 crore for SC welfare and Rs. 39,135 crore for 

ST welfare. 

 The government is slowly but steadily progressing towards universal health 

coverage. 

 Rs. 3 lakh crore allocated for PM MUDRA Yojana. 

 70 lakh farming jobs have been created this year shows an independent study. 

 Women’s contribution reduced to 8.33% towards PF in the first 3 years for new 

EPF accounts. 

 The government will contribute 12% of EPF contribution for new employees in all 

sectors. 

 Proposal to develop 10 prominent tourist destinations as Iconic tourism 

destinations. 

 Bharatmala project approved for better road connectivity at Rs. 5.35 lakh crore. 

 Rs. 1,48,528 crore is the capital expenditure for the Indian Railways for 2018-19. 

All trains to be progressively provided with WiFi, CCTV and other state-of-the-art 

amenities. 

 AMRUT programme will focus on water supply to all households in 500 cities. 

Water supply contracts for 494 projects worth 19,428 cores awarded. 

 An institute is coming up at Vadodara to train people for the bullet train 

programme. 

 UDAN will connect 56 unserved airports in India. 

 The government proposes to revamp the system of sanctioning of loans to SMEs. 

The information required for sanctioning the loan will be linked with GSTN and all 

required information can be fetched from GSTN Portal. It will help to grant the 

loans quickly and will help in reducing processing time. 

 Redevelopment of 600 major railway stations has been taken up; Mumbai transport 

system is being expanded; suburban network of 160 km planned for Bengaluru. 

 5 lakh WiFi hotspots to be set up in rural areas to provide easy Internet access. 
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 Rs. 5.97 lakh crore allocated for infrastructure spending in India. 

 Government will explore the use of blockchain. 

 The government has identified 372 basic business reform actions. Each state will 

take up these reforms. 

 The government will assign every enterprise in India a unique ID on the lines of 

Aadhaar. 

 The government insurance companies to be merged into a single entity, and 

subsequently listed in the stock exchange, as part of the disinvestment programme. 

 Emoluments of President, Vice President and Governor being revised: Rs. 5 lakh; 

Rs. 4 lakh; Rs. 3.5 lakh per month respectively. 

 Automatic revision of MPs’ emoluments every five years, indexed to inflation. 

 Revised fiscal deficit estimate for 2017-18 is 3.5% of GDP, fiscal deficit of 3.3% 

expected for 2018-19. 

 Demonetisation was received by honest taxpayers as ‘Imaandaari ka utsav’. 

 41% more returns were filed this year, which shows that more people have joined 

the tax net. 

 100% tax deduction for the first five years to companies registered as farmer 

producer companies with a turnover of Rs. 100 crore and above. 

 Propose to extend the benefit of the reduced corporate rate of 25% for companies 

with reported turnover of up to Rs. 250 crore. 

 Rs. 7,000 crore will be the revenue foregone for the reduced corporate tax on 

MSMEs. 



UNION BUDGET  2018 

 

14 DOSHI CHATTERJEE BAGRI & CO LLP 

 

INCOME TAX PROPOSALS 

 

A. RATES OF INCOME TAX 

 

RATES OF INCOME TAX FOR NON-CORPORATE TAXPAYERS 

 

The Finance Bill 2018 has not proposed any change in the rate of income tax for the non-

corporate taxpayers. 

 

However, cess has been increase by 1% to 4 % and rechristened as Health & Education Cess. 

 

RATES OF INCOME TAX FOR CORPORATE TAXPAYERS 

 

The Finance Bill 2018 has proposed that in the case of a domestic company the rate of income 

tax will be 25% if the total turnover or gross receipts for the FY 2016-17 does not exceed Rs. 

250 Crore.  

 

In case of other companies, no change has been proposed in the rates of tax. 

 

Health & Education cess has been proposed @ 4% instead of Education Cess. There is no 

change in the rate of surcharge. 

 

Under the existing provisions of the Act, reduced rate of tax @25% is available to the companies 

having a turnover of 50 Crore in FY 2015-16.  

 

COMMENT 

 

Assessee: XYZ Ltd. (Domestic Company having total turnover of Rs.250 crores in PY 

2016-17) 

Financial year ending on 31st March 2019 

Assessment year ending on 31st March 2020 

 

Particulars Existing (Rs.) Proposed (Rs.) 

Gross Total Income 500,00,000 500,00,000 

Tax on above @ 30% and 25% respectively 150,00,000 125,00,000 

Surcharge @ 7% 10,50,000 8,75,000 

Cess @ 3% 4,81,500 - 

Health and Education Cess @ 4% - 5,35,000 

Total tax payable 165,31,500 139,10,000 

Tax Savings  (26,21,500) 

Note: Domestic Companies having total turnover or gross receipts not exceeding Rs.250 crores 

in Financial Year 2016-17 shall be liable to pay tax at 25% as against present ceiling of Rs.50 

crore in Financial Year 2015-16. 
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DEDUCTION OF TAX AT SOURCE 

 

The Finance Bill 2018 has proposed deduction of tax at source @ 10% in case of long-term 

capital gain referred in section 112A of the Act. (Long Term capital gains) 

 

B. WIDENING AND DEEPENING OF TAX BASE 

 

PERMANENT ACCOUNT NUMBER (PAN) – UNIQUE ENTITY NUMBER (UEN) 

 

Under the existing provisions of the Income Tax Act, certain persons are required to have PAN.  

It appears that the Government of India intends to use PAN as UEN for non-individual entities.   

 

Therefore, it is proposed that every person not being an individual who enters into a financial 

transaction of an amount aggregating to Rs.250,000 or more in a financial year will be required 

to apply to the tax officer for allotment of PAN. 

 

The Finance Minister also proposes to link the financial transactions with the natural person.  

Therefore, it is also proposed that certain natural person such as Managing Director, Director, 

Partners, Trustees, Karta, CEO etc or any person competent to act on behalf of such entities will 

also be required to apply to the tax officer for allotment of PAN. 

 

This amendment will take effect from 1 April 2018. 

 

COMMENT 
 

The existing provisions relating to allotment of PAN are linked with total income exceeding the 

maximum amount which is not chargeable to income tax or total sales or receipts exceeding 

Rs.5,00,000 in a financial year or to a person who is required to furnish return under section 

139(4A), which relates to charitable or religious trusts.  It appears that the Finance Minister 

proposes to add one more link in the nature of financial transactions as mentioned above though, 

the person may not be chargeable to tax or his total sales or receipts may be less than 

Rs.5,00,000 in a financial year. 

 

In our view, those entities and natural persons who are already having PAN will not be required 

to reapply for PAN under the proposed provisions. 

 

DEFINITION OF ACCUMULATED PROFITS FOR THE PURPOSES OF DIVIDEND – 

SECTION 2(22) 

 

Under the existing provisions of the Act, the term “Accumulated Profits” is defined to mean all 

profits of a company up to the date of distribution or payment or liquidation subject to certain 

conditions. 

 

The Finance Bill proposes to amend the definition of the said term so as to provide that in the 

case of an amalgamated company, accumulated profits whether capitalized or not or loss, as the 

case may be, will be increased by the accumulated profits of the amalgamated company whether 

capitalized or not on the date of amalgamation. 
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This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 and 

the subsequent assessment years. 

 

APPLICATION OF DIVIDEND DISTRIBUTION TAX TO DEEMED DIVIDEND 

 

Under the existing provisions of the Act deemed dividend under the provisions of section 

2(22)(e) of the Act are not liable for DDT.  This is provided in Explanation under Chapter XIID. 

 

The Finance Bill proposes to do away with such explanation implying thereby that deemed 

dividend under the provisions of section 2(22)(e) will also be liable for DDT. 

 

Moreover, such DDT on the deemed dividend is proposed to be charged @ 30% (without 

grossing up). 

 

These amendments will take effect in relation to transactions undertaken on or after 1 April 

2018. 

 

COMMENT 
 

It may be recalled that under the existing provisions DDT is charged @ 15% which, in the case 

of deemed dividend is proposed to be increased to 30%. 

 

The provisions of section 2(22)(e) relate to loans and advances to shareholders who have a 

substantial interest in a company in which public are not substantially interested.  Such deemed 

dividend is calculated with reference to accumulated profit of such company on the date of 

granting of loan or advance.  Therefore, the applicability of DDT on such deemed dividend may 

create practical problems in so far as payments of DDT is concerned, as the tax is required to be 

paid within 14 days from the date of declaration, distribution or payment of any dividend. 

 

NEW REGIME FOR TAXATION OF LONG-TERM CAPITAL GAINS (LTCG) ON 

SALE OF EQUITY SHARES ETC 

 

Under the existing provisions of the Act LTCG arising from the transfer of long-term capital 

assets being equity shares of a company listed on the Stock Exchange are exempt.  However, 

transactions on a recognised stock exchange are subject to Securities Transaction Tax (STT). 

 

The Finance Bill proposes as below: 

 

1. It proposes to withdraw the exemption of LTCG arising from the transfer of long-term 

capital assets being equity share listed on a recognised Stock Exchange. 

   

2. Such LTCG will be taxed at 10% if gains exceed Rs. 1,00,000. 

 

3. The concessional rate of 10% will apply to such LTCG if in the case of equity shares in a 

company the STT has been paid on both acquisition and transfer and in the case of a unit of 

an equity oriented fund on the transfer of such capital assets.   
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4. LTCG will be computed without giving effect to indexation in respect of the cost of 

acquisition and improvement. 

 

5. The benefit of computation of capital gains in foreign currency in the case of a non-resident 

will also not be allowed.  

 

6. In the case of long-term capital assets, acquired by taxpayer before 1 February 2018, the 

cost of acquisition will be deemed to be the higher of – 

 

a) Actual cost of acquisition and  

b) The lower of 

 

i) The fair market value of such asset 

ii) The full value of the consideration received or accruing as a result of the 

transfer of the capital asset. 

 

7. Equity Oriented Fund is proposed to be defined to mean a fund set up under a scheme of a 

mutual fund specified elsewhere in the Act and further subject to certain conditions. 

 

8. Fair market value is also proposed to be defined by the Finance Bill. 

 

9. The benefit of deduction under Chapter (VI A) will not be allowed in relation to such 

LTCG. Similarly, rebate under section 87A will also not be allowed in relation to such 

LTCG. 

 

These amendments will take effect from 1 April 2019 relevant to the assessment year 2019-20 

and subsequent years. 

 

COMMENT 

 

Equity Shares listed in Recognised stock exchange  A B 

Date of Acquistion 7th June 2017 7th June 2017 

No of Shares 1000 1000 

Cost of Aquisition  Rs.600 Rs.700 

Highest Quoted Value on 31st January 2018 (FMV) Rs.780 Rs.900 

Full value of consideration of Shares sold on 31st January 

2019 Rs.1000 Rs.500 

Computation of Long Term Capital Gain.     

Full value of consideration per listed equity share 1,000                         500  

Cost of Acquistiion per listed equity share 780                         700  

LTCG/(LTCL) per listed equity share 220                       -200  

Total long Term Capital Gain 2,20,000               -2,00,000  

Less : Exemption u/s 112A            (1,00,000 )                           -    

Taxable LTCG 1,20,000               -2,00,000  
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The resultant loss can be carried forward as per the provisions of Section 74 of the Income Tax 

Act for 8 assessment years immediately succeeding the assessment year for which the loss was 

first computed. 

 

DIVIDEND DISTRIBUTION TAX ON DIVIDEND PAYOUTS TO UNIT HOLDERS IN 

AN EQUITY ORIENTED FUND 

 

Under the existing provision of section 115R income distributed to a unitholder of equity 

oriented fund is not chargeable to tax. 

 

The Finance Bill proposes that such income will now be charged to tax @ 10% on income so 

distributed. 

This amendment will take effect from 1 April 2018.  In other words, all dividends distributed 

after the said date will be charged to tax at the said rate. 

   

TAXATION OF LONG-TERM CAPITAL GAINS IN THE CASE OF FOREIGN 

INSTITUTIONAL INVESTOR 

 

Under the existing provisions of section 115AD income of an FII by way of LTCG arising from 

the transfer of certain securities is chargeable to tax @ 10%.  However, LTCG arising from the 

transfer of long-term capital assets being equity shares of a company or a unit of equity oriented 

fund or a unit of a business trust is exempt from income tax. 

 

The Finance Bill proposes that such LTCG will become taxable in the hands of FIIs.  FIIs will 

also be liable to pay tax on such LTCG in respect of gains exceeding Rs.1,00,000. 

 

The proposed amendment will take effect from 1 April 2019 relevant to the assessment year 

2019-20 and subsequent years. 

 

TAX DEDUCTION AT SOURCE AND MANNER OF PAYMENT IN RESPECT OF 

CERTAIN EXEMPT ENTITIES 

 

Under the existing provision of the Act, there are no restrictions on payment made in cash by a 

charitable or religious Trusts or Institutions.  Similarly, there are no checks on whether the trust 

or institutions follow the provision of deduction of tax at source in Chapter XVIIB of the Act. 

 

The Finance Bill proposes that such trust or institution will also have to follow the provisions of 

the Act regarding cash payment which are presently applicable while computing the income 

from business or profession.  Similarly, they will also be required to follow the provisions of the 

Act regarding deduction of tax at the source which are presently applicable while computing 

income from business or profession. 

 

These amendments will take effect from 1 April 2019 relevant to the assessment year 2019-20 

and subsequent years. 
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COMMENT 

 

Cash payments have been discouraged, and the disallowance of payments without deduction of 

tax or defaults in depositing within the scheduled date of filing Income tax return has been made 

in parity with the computation of income from profits and gains from business or profession. 

 

ALIGNING THE SCOPE OF “BUSINESS CONNECTION” WITH MODIFIED PE 

RULE AS PER MULTILATERAL INSTRUMENT (MLI) 
 

It is proposed to amend the provision of section 9 of the Act to align them with the provisions in 

the DTAA as modified by MLI to make the provisions of the treaty effective. Accordingly, 

clause (i) of sub-section (1) of section 9 is proposed to be amended to provide that “business 

connection” will also include any business activities carried through a person who, acting on 

behalf of the non-resident, habitually concludes contracts or habitually plays the principal role 

leading to conclusion of contracts by the non-resident. It is further proposed that the contracts 

should be- 

 

(i) in the name of the non-resident; or 

 

(ii) for the transfer of the ownership of, or for the granting of the right to use, property owned by 

that non-resident or that the non-resident has the right to use; or 

 

(iii) for the provision of services by that non-resident. 

 

This amendment will take effect from 1 April 2019 relevant to the AY 2019-20 and the 

subsequent assessment years. 

 

“BUSINESS CONNECTION” TO INCLUDE “SIGNIFICANT ECONOMIC 

PRESENCE” 

 

It is proposed to amend clause (i) of sub-section (1) of section 9 of the Act to provide that 

‘significant economic presence' in India will also constitute 'business connection'. Further, 

“significant economic presence” for this purpose, will mean- 

(i) any transaction in respect of any goods, services or property carried out by a non-

resident in India including the provision of download of data or software in India if the 

aggregate of payments arising from such transaction or transactions during the 

previous year exceeds the amount as may be prescribed; or 

(ii) systematic and continuous soliciting of its business activities or engaging in interaction 

with such number of users as may be prescribed, in India through digital means. 

 It is also proposed that only so much of income as is attributable to such transactions or 

activities will be deemed to accrue or arise in India. It is further proposed that the transactions 

or activities will constitute significant economic presence in India, whether or not the non-

resident has a residence or place of business in India or renders services in India. 

 

 The proposed amendment to the domestic law will enable India to negotiate for inclusion of 

the new nexus rule in the form of 'significant economic presence' in the Double Taxation 

Avoidance Agreements. It may be clarified that the aforesaid conditions stated above are 
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mutually exclusive. The threshold of “revenue” and the “users” in India will be decided after 

consultation with the stakeholders. 

 

 Further, it is also clarified that unless corresponding modifications to PE rules are made in the 

DTAAs, the cross-border business profits will continue to be taxed as per the existing treaty 

rules. 

 

 This amendment will take effect from 1 April 2019 relevant to the AY 2019-20 and 

subsequent assessment years. 

 

TAXABILITY OF COMPENSATION IN CONNECTION TO BUSINESS OR 

EMPLOYMENT 

 

The Finance Bill proposes to amend section 28 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 its business, will be taxable as business 

income. 

 

It is further proposed that any compensation received or receivable whether in the nature of 

revenue or capital, in connection with the termination or the modification of the terms and 

conditions of any contract relating to its employment will be taxable under section 56 of the Act. 

 

This amendment will take effect from 1 April 2019 relevant to the assessment year 2019-20 and 

the subsequent assessment years. 

 

C. MEASURES FOR PROMOTING EQUITY 

 

DEDUCTIONS AVAILABLE TO SENIOR CITIZENS IN RESPECT OF HEALTH 

INSURANCE PREMIUM AND MEDICAL TREATMENT 

 

The Finance Bill 2018 has proposed to enhance the monetary limit of deduction from Rs.30000 

to Rs. 50000/- under the provision of section 80D of the income tax Act. The said deduction is 

available towards payment of health insurance premium, preventive health check-up, of senior 

citizens or medical expenditure in respect of very senior citizen 

 

However, in case of the premium of Health insurance policies covering more than one year, it is 

proposed that the deduction shall be allowed on a proportionate basis. 

 

The amendment will take effect from 1April 2019, Relevant to AY 2019-20. 

 

ENHANCED DEDUCTION TO SENIOR CITIZENS FOR MEDICAL TREATMENT OF 

SPECIFIED DISEASES 

 

Section 80DDB of the Act, inter-alia, provide deduction to an individual and HUF with regard 

to amount paid for medical treatment of specified diseases in respect of very senior citizens up to 

Rs 80,000/- and in case of senior citizens up to Rs 60,000/- 
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The Finance Bill 2018 has proposed to enhance the monetary limit of deduction to Rs.100,000/- 

for both senior citizens and very senior citizens under the provision of section 80DDB of the 

income tax Act. 

 

The amendment will take effect from 1 April 2019, Relevant to AY 2019-20. 

 

DEDUCTION IN RESPECT OF INTEREST INCOME TO SENIOR CITIZEN 

 

At present, a deduction up to Rs 10,000/- is allowed under section 80TTA to a taxpayer in 

respect of interest income from a savings account. 

 

It is proposed to insert a new section 80TTB to allow a deduction up to Rs 50,000/- in respect of 

interest income from deposits held by senior citizens in Bank, Co-operative society engaged in 

banking business, or post office).  

 

It is also proposed to amend section 194A  to provide that Tax at source will not be deducted 

from interest income for senior citizen up to Rs. 50,000/- as against existing limit of Rs. 10000/- 

 

The benefit of section 80TTA will not be available together with 80TTB. 

 

The amendment will take effect from 1 April 2018. 

 

COMMENT 

 

Assessee: Mr.B (Resident non corporate non salaried assessee- Age 61 yrs) 

Financial year ending on 31st March 2019 

Assessment year ending on 31st March 2020 
 

 (Amt in Rs.) (Amt in Rs.) 

Particulars Existing Proposed 

Gross Total Income 10,00,000  10,00,000  

Less: Deduction u/s 80D      30,000       50,000  

Less: Deduction u/s 80DDB      60,000    1,00,000  

Less: Deduction u/s 80TTA      10,000                -    

Less: Deduction u/s 80TTB               -         50,000  

Total Income   9,00,000    8,00,000  

Tax on above at slab rates      90,000       70,000  

Surcharge              -                  -    

Cess @ 3%         2,700                -    

Health and Education Cess @ 4%               -    2,800  

Total tax payable        92,700  72,800  

Tax Savings                          (19,900) 
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STANDARD DEDUCTION ON SALARY INCOME 

 

The Finance Bill 2018 proposes a standard deduction of Rs. 40,000/-. 

 

This amendment is effective from 1 April 2019 relevant to the AY 2019-20 and subsequent 

years.   

 

COMMENT 

 

However, the exemption in respect of Transport allowance of Rs. 1,600 PM under section 10(14) 

and reimbursement of medical expenses up to Rs 15,000 PA is proposed to be withdrawn. 

 

Assessee: Mr.A (Resident  assessee) 

Financial year ending on 31st March 2019 

Assessment year ending on 31st March 2020 

 

Note: With the introduction of standard deduction exemption in respect of Transport Allowance 

(except in case of differently abled persons) & reimbursement of medical expenses is proposed 

to be withdrawn. 

 

(Amt .in Rs.) 

Particulars Existing Proposed 

Gross Salary 10,00,000          10,00,000  

Less: Transport Allowance u/s 10(14) @ Rs.1600 pm      19,200                        -    

Less: Medical Reimbursement under proviso to 

Section 17(2) 

     15,000                        -    

Less: Standard Deduction u/s 16               -                 40,000  

Taxable Salary   9,65,800            9,60,000  

Tax on above at slab rates 1,05,660            1,04,500  

Less:Rebate U/s 87A       -                          -    

Tax after claiming benefit of rebate 1,05,660            1,04,500  

Surcharge      -                          -    

Cess @ 3%         3,170                        -    

Health and Education Cess @ 4%               -                   4,180  

Total tax payable 1,08,830            1,08,680  

Tax Savings (150) 
 

Particulars Existing Proposed 

Gross Salary 30,00,000          30,00,000  

Less: Transport Allowance u/s 10(14) @ Rs.1600 pm 19,200                        -    

Less: Medical Reimbursement under proviso to 

Section 17(2) 

15,000                        -    

Less: Standard Deduction u/s 16 -                 40,000  

Taxable Salary 29,65,800          29,60,000  

Tax on above at slab rates 7,02,240            7,00,500  

Less:Rebate U/s 87A -                          -    

Tax after claiming benefit of rebate 7,02,240            7,00,500  
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Surcharge  -               -  

Cess @ 3%  21,067                        -    

Health and Education Cess @ 4% -                 28,020  

Total tax payable 7,23,307           7,28,520  

Tax Savings 5,213 
 

D. TAX INCENTIVES 

 

DEDUCTION IN RESPECT OF INCOME OF FARM PRODUCER COMPANIES 

 

Similar benefits of 100% deduction from the profit of, as is existing under provisions of section 

80P in case of Co-operative societies which provide assistance to its members engaged in 

primary agricultural activities, has been proposed to be extended to Farm Produce Companies 

(FPC) having a total turnover of Rs.100 Crore or less and whose gross total income includes any 

income from: 

  

i. the marketing of agricultural produce grown by its members, or 

 

ii. the purchase of agricultural implements, seeds, livestock or other articles intended for 

agriculture to supply them to its members, or 

 

iii. the processing of the agricultural produce of its members 

 

The benefit will be available for a period of five years from the financial year 2018-19. 

This amendment will take effect from 1
st
 April 2019 relevant to the AY 2019-202 and 

subsequent assessment years. 

 

COMMENT 

 

Incentive at 100% of deduction is proposed to be extended to farm producer’s companies to 

encourage primary agricultural activities. 

 

INCENTIVE FOR EMPLOYMENT GENERATION 

 

The Finance Bill proposes to amend the provisions of Section 80JJAA of the Act as below: 

 

a) The minimum period of employment which is 150 days in the case of Apparel Industry 

is proposed to be extended to footwear and leather industry. 

 

b) Deduction of 30% which is presently available will also be allowed in relation to a new 

employee who is employed for less than the minimum period during the first year but 

continues to remain employed for the minimum period in the subsequent year. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 and 

subsequent years.   

 

 

 



UNION BUDGET  2018 

 

24 DOSHI CHATTERJEE BAGRI & CO LLP 

 

E. FACILITATING INSOLVENCY RESOLUTION 

 

RELIEF FROM LIABILITY OF MINIMUM ALTERNATE TAX (MAT) 

 

With a view to facilitate insolvency resolution, it is proposed to amend section 115JB to provide 

that the aggregate amount of unabsorbed depreciation or loss brought forward (excluding 

unabsorbed depreciation) will be allowed to be reduced from the book profit, if a company’s 

application for corporate insolvency resolution process under the Insolvency Bankruptcy Code 

2016 (IBC) has been admitted by the relevant authority. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 and 

subsequent assessment years. 

 

The Finance Bill proposes a clarificatory amendment in section 115JB of the Act to provide that 

the provisions of said section will not be applicable and will be deemed to have been never 

applicable to a taxpayer being a foreign company, if its total income comprises  solely of profits 

and gains  from business referred to section 44B (shipping business), or section 44BB (business 

of exploration, etc, of mineral oil), or section 44BBA (operation of aircraft) and section 44BBB 

(civil construction) provided such income have been offered to tax at the rate specified in the 

said provisions. 

 

This amendment will take effect retrospectively from 1 April 2001 relevant to the assessment 

year 2001-02 and subsequent assessment years. 

 

COMMENT 

 

In view of the proposed amendment to section 115JB for facilitating insolvency resolution if a 

company’s application has been admitted then it will be allowed to reduce the loss brought 

forward (excluding unabsorbed depreciation) and unabsorbed depreciation for the purposes 

computing book profits under the provisions of the said section. 

 

BENEFIT OF CARRY FORWARD AND SET OFF OF LOSSES 

 

Under the provisions of section 79 of the Act benefit of carry forward and set off of losses in a 

closely held company is not allowed if there is no continuity in the beneficial owner of the share 

carrying more than 51% of the voting power on the last date of the year(s) in which the loss was 

incurred. 

 

To facilitate insolvency resolution under the IBC, it is proposed that section 79 will not apply in 

case of such companies whose resolution plan has been approved under IBC after affording a 

reasonable opportunity being heard to the jurisdictional Principal Commissioner or 

Commissioner of Income Tax. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 and 

subsequent years. 
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The Finance Bill also proposed to amend section 140 of the Act to provide that during the 

resolution process under IBC, the Income Tax Return will be verified by the insolvency 

professional appointed by the relevant authority under IBC. 

 

This amendment will take effect from 1 April 2018 will accordingly the return file on or after the 

said date. 

 

F. IMPROVING EFFECTIVENESS OF TAX ADMINISTRATION 

 

NEW SCHEME FOR SCRUTINY ASSESSMENT 

 

Section 143 of the Act provides for the procedure for assessment. Sub-section (3) of the said 

section empowers the Assessing Officer to make, by an order in writing, an assessment of total 

income or loss of the assessee, and determine the sum payable by him or refund of any amount 

due to him on the basis of such assessment. 

 

It is proposed to prescribe a new scheme to make assessments to impart greater transparency and 

accountability, eliminating the interface between the Assessing Officer and the assessee, optimal 

utilisation of resources, and introduction of team-based assessment. 

 

Therefore, it is proposed to amend the section 143, by inserting a new sub-section (3A), after 

sub-section (3), enabling the Central Government to prescribe the aforementioned new scheme 

for scrutiny assessments, by way of notification in the Official Gazette. 

 

It is further proposed to insert sub-section (3B) in the said section, enabling the Central 

Government to direct, by notification in the Official Gazette, that any of the provisions of this 

Act relating to assessment shall not apply, or shall apply with such exceptions, modifications 

and adaptations as may be specified therein. However, no such direction shall be issued after the 

31
st
 March 2020. 

 

It is also proposed to insert sub-section (3C) in the said section, to provide that every notification 

issued under the sub-section (3A) and sub-section (3B), shall be laid before each House of 

Parliament, as soon as may be. 

 

These amendments will take effect from 1
st
 April 2018. 

 

G. RATIONALISATION MEASURES 

 

DEDUCTIONS IN RESPECT OF CERTAIN INCOMES NOT TO BE ALLOWED 

UNLESS RETURN IS FILED BY THE DUE DATE 

 

The existing provisions contained in the section 80AC of the Act provide that no deduction 

would be admissible under section 80-IA or section 80-IAB or section 80-IB or section 80-IC or 

section 80-ID or section 80-IE, unless the return of income is furnished by the taxpayer on or 

before the due date specified under sub-section (1) of section 139 of the Act. This burden is not 

cast upon assesses claiming deductions under several other similar provisions. 

 



UNION BUDGET  2018 

 

26 DOSHI CHATTERJEE BAGRI & CO LLP 

 

In view of the above, it is proposed to extend the scope of section 80AC to provide that the 

benefit of deduction under the entire class of deductions under the heading “C.—Deductions in 

respect of certain incomes” in Chapter VIA will  not be allowed unless the return of income is 

filed by the due date. 

 

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

the assessment year 2018-19 and subsequent assessment years. 

 

RATIONALIZATION OF SECTION 43CA, SECTION 50C AND SECTION 56 

 

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 the shape of the plot or location. To minimise 

hardship in case of genuine transactions in the real estate sector, it is proposed to provide that no 

adjustments will 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. 

 

COMMENT  

 

It is a welcome measure to reduce the tax burden of the taxpayer. 

 

RATIONALISATION OF PROVISION RELATING TO CONVERSION OF STOCK-IN-

TRADE INTO CAPITAL ASSET 

 

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. 

 

To provide symmetrical treatment and discourage the practice of deferring the tax payment by 

converting the inventory into capital asset, it is proposed to amend the provisions of — 

 

i. Section 28 to provide that any profit or gains arising from the conversion of 

inventory into a capital asset or its treatment as capital asset shall be charged to tax 

as business income. It is also proposed to provide that the fair market value of the 

inventory on the date of conversion or treatment determined in the prescribed 

manner, shall be deemed to be the full value of the consideration received or 

accruing as a result of such conversion or treatment; 

 

ii. clause (24) of section 2 to include such fair market value in the definition of 

income; 
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iii. section 49 to provide that for computation of capital gains arising on transfer of 

such capital assets, the fair market value on the date of conversion shall be the cost 

of acquisition; 

 

iv. Clause (42A) of section 2 to provide that the period of holding of such capital 

asset shall be reckoned from the date of conversion or treatment. 

 

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. 

 

TAX NEUTRAL TRANSFERS 

 

Section 47 provides for certain tax neutral transfers. Section 56 also excludes income arising out 

of certain tax neutral transfers from its ambit. However, the transfers referred to in clause (iv) 

and clause (v) of section 47 have not been excluded from the scope of section 56. 

 

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 to exclude such 

transfer from its scope. 

 

This amendment will take effect, from 1st April 2018 and shall accordingly, apply in relation to 

the transaction made on or after 1st April 2018. 

 

 

RATIONALIZATION OF THE PROVISIONS OF SECTION 54EC 

 

Section 54EC of the Act provides that capital gain, arising from the transfer of a long-term 

capital asset, invested in the specified long-term asset at any time within a period of six months 

after the date of such transfer, will not be charged to tax subject to certain conditions specified in 

the said section. 

 

The section also provides that “long-term specified asset” for making any investment under the 

section on or after the 1st day of April 2007 means any bond, redeemable after three years and 

issued on or after the 1st day of April 2007 by the National Highways Authority of India or by 

the Rural Electrification Corporation Limited; or any other bond notified by the Central 

Government in this behalf. 

 

In order to rationalise the provisions of section 54EC of the Act and to restrict the scope of the 

section only to capital gains arising from long-term capital assets, being land or building or both 

and to make available funds at the disposal of eligible bond issuing company for more than three 

years, it is proposed to amend the section 54EC so as to provide that capital gain arising from the 

transfer of a long-term capital asset, being land or building or both, invested in the long-term 

specified asset at any time within a period of six months after the date of such transfer, the 

capital gain shall not be charged to tax subject to certain conditions specified in this section. 

 

It is also proposed that long-term specified asset, for making any investment under the section on 

or after the 1st day of April, 2018, will mean any bond, redeemable after five years and issued 

on or after 1st day of April, 2018 by the National Highways Authority of India or by the Rural 
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Electrification Corporation Limited or any other bond notified by the Central Government in this 

behalf. 

 

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. 

 

COMMENT 

 

Lock in period of tax saving investments has been extended to 5 years. 

 

RATIONALISATION OF THE PROVISIONS OF SECTION 115BBE 

 

As of now Section 115BBE provides for tax on income referred to in section 68 (Cash Credits) 

or section 69 (Unexplained investments) or section 69A (Unexplained money etc.) or section 

69B (Investments not fully disclosed in books of account) or section 69C (Unexplained 

expenditure etc) or section 69D (Amount borrowed or repaid in hundi) at a higher rate of sixty 

percent. 

 

Sub-section (2) of said section provides that no deduction in respect of any expenditure or 

allowance or set-off of any loss shall be allowed to the assessee under any provision of the Act 

in computing his income referred to in clause (a) of sub-section (1). 

 

To rationalise the provisions of section 115BBE, it is proposed to amend the said sub-section (2) 

also to include income referred to in clause (b) of sub-section (1) or, in other words, any income 

determined by the tax officer. 

 

This amendment will take effect retrospectively from 1st April 2017 relevant to the AY 2017-

2018 and subsequent years. 

 

RATIONALISATION OF PROVISIONS RELATING TO COUNTRY-BY-COUNTRY 

REPORT 

 

Section 286 of the Act contains provisions relating to specific reporting regime in the form of 

Country-by-Country Report (CbCR) in respect of an international group. Based on model 

legislation of Action Plan 13 of Base Erosion and Profit Shifting (BEPS) of the Organisation for 

Economic Co-operation and Development (OECD) and others, following clarificatory 

amendments are proposed to be made to improve the effectiveness and reduce the compliance 

burden of such reporting:— 

 

(i) 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; 

 

(ii) 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; 
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(iii) 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; 

  

(iv) the due date for furnishing of CbCR by the ARE of an international group, the parent entity 

of which is outside India, with the tax authority of the country or territory of which it is resident, 

will be the due date specified by that country or territory; 

 

(v) Agreement would mean an agreement referred to in sub-section (1) of section 90 or sub-

section (1) of section 90A, and also an agreement for exchange of the report referred to in sub-

section (2) and sub-section (4) as may be notified by the Central Government; 

 

(vi) “reporting accounting year” has been defined to mean the accounting year in respect of 

which the financial and operational results are required to be reflected in the report referred to in 

sub-section (2) and sub-section (4). 

 

These amendments will take effect retrospectively from the 1st April 2017 relevant to the AY 

2017-18 and subsequent years. 

 

RATIONALISATION OF PRIMA FACIE ADJUSTMENTS DURING PROCESSING OF 

RETURN OF INCOME 

 

Under the existing provisions of section 143(1) of the Act, the Tax department is empowered to 

make adjustments while processing the return, inter alia, by addition of income appearing in 

Forms 26AS, 16A and 16 which has been included in computing the total income in the return.  

It is also provided that most of the adjustments will not be made unless intimation is given to the 

taxpayer either in writing or electronic mode. 

 

The Finance Bill proposes that no adjustments of the above kind will be made in respect of any 

return furnished on or after the assessment year commencing from 2018-19. 

 

This amendment will take effect from 1 April 2018 relevant to the assessment year 2018-19 and 

subsequent years. 

 

RATIONALIZATION OF SECTION 276CC RELATING TO PROSECUTION FOR 

FAILURE TO FURNISH RETURN OF INCOME 

 

Under the existing provisions of section 276CC prosecution is not commenced against a person 

if tax payable by him on the total income determined on regular assessment as the reduced 

advance tax paid and any TDS, does not exceed Rs.3,000. 

 

It is proposed that the said relaxation will not apply in respect of a company. 

 

This amendment will take effect from 1 April 2018. 

 

COMMENT 

 

The amendment is proposed to prevent abuse by Shell Company or by the company holding 

Benami property.  
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AMENDMENTS TO INCOME COMPUTATION AND DISCLOSURE STANDARD 

(ICDS) NOTIFIED UNDER SECTION 145 OF THE ACT 

 

To streamline the applicability of ICDS in the wake of recent judicial pronouncements, 

following amendments are proposed:- 

(i) Amendment of section 36 of the Act to provide that marked to market loss or other 

expected loss as computed in the manner provided in ICDS, shall be allowed as 

deduction; 

(ii) Amendment to section 40A to provide that no deduction or allowance in respect of 

marked to market loss or other expected loss shall be allowed except as allowable 

under newly inserted clause (xviii) of sub-section 1 of section 36; 

(iii) Insertion of a new section 43AA to provide that, subject to the provisions of section 

43A, any gain or loss arising on account of effects of changes in foreign exchange 

rates in respect of specified foreign currency transactions shall be treated as income 

or loss, which shall be computed in the manner provided in ICDS. 

(iv) Insertion of a new section 43CB to provide that profits arising from a construction 

contract or a contract for providing services shall be determined on the basis of 

percentage of completion method except for certain service contracts, and that the 

contract revenue shall include retention money, and contract cost shall not be 

reduced by incidental interest, dividend and capital gains. 

(v) Amendment of section 145A of the Act to provide that, for determining the income 

chargeable under the head “Profits and gains of business or profession,— 

(a) the valuation of inventory shall be made at lower of actual cost or a net 

realisable value computed in the manner provided in ICDS; 

(b) the valuation of purchase and sale of goods or services and of inventory shall be 

adjusted to include the amount of any tax, duty, cess or fee actually paid or 

incurred by the assessee to bring the goods or services to the place of its location 

and condition as on the date of valuation. 

(c) inventory being securities not listed, or listed but not quoted, on a recognised 

stock exchange, shall be valued at an actual cost initially recognised in the manner 

provided in ICDS; 

(d) inventory being listed securities, shall be valued at lower of actual cost or net 

realisable value in the manner provided in ICDS  and for this purpose, the 

comparison of actual cost and net realisable value shall be made category-wise. 

(vi) Insertion of a new section 145B in the Act to provide that:- 

a)  interest received by an assessee on compensation or on enhanced 

compensation, shall be deemed to be the income of the year in which it is received; 

b) the claim for escalation of price in a contract or export incentives shall be 

deemed to be the income of the previous year in which reasonable certainty of its 

realisation is achieved; 

c)  income referred to in sub-clause (xviii) of clause (24) of section 2 shall be 

deemed to be the income of the previous year in which it is received, if not charged 

to income tax for any earlier previous year. 

 

To regularise the compliance of ICDS by a large number of taxpayers and to prevent the 

occurrence of any further inconvenience to them (who have already complied with the 

provisions of ICDS), the proposed amendments are made effective from 1
st
 April 2017 and will 

apply for the assessment year 2017-18. 
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INDIRECT TAX PROPOSALS 
 

SERVICE TAX PROPOSALS 
 

RETROSPECTIVE EXEMPTIONS  

 

Sl 

No 

Nature of Service Exemption effective from 

1 Services by Naval Group insurance Fund to Coast Guard 

personnel under Central Govt: Group Insurance scheme 

10
th

 Sept’2004 to 30
th
 

June’2017 

2 Services by GSTN to Central Govt, State Governments, 

Union territories 

28
th

 March’2013 to 30
th
 

June’2017 

3 Consideration paid to Government for grant of license 

for exploration of crude, natural gas etc.  

1
st
 April to 30

th
 june’2017 

 

CUSTOMS DUTY PROPOSALS 
 

DUTY INCREASE 

 

Sl 

No 

Commodity Description Existing 

rate % 

Proposed rate % 

w.e.f.02.02.2018 

1 Fruit juices, Vegetable juices etc.   
 

30 50 

2 Perfumes and Toiletries 

   
 

10 20 

3 Automobile parts  15 
 

10 15 

4 Automobile parts & accessories  15 
 

7.5/10 15 

5 Footwear  20 
 

10 20 

6 Imitation Jewellery  20 
 

15 20 

7 Cellular Mobile phones 15 20 

8 Smart Watches 10 20 

9 Parts & accessories, battery of mobile phones 7.5/10 15 

10 LCD/LED/OElD panels and parts of 

LCD/LED/OELD  TVs  

7.5/10 15 

11 Furniture 10 20 

12 Watches, Clocks, Toys & Video Games etc. 10 20 

13 Miscellaneous Items e.g. Candles, Kites, Sunglasses, 

Cigarette lighters,  Sprays etc. 

10 20 

14 Miscellaneous Food preparation except soya protein 10 20 

15 Silk Fabrics 10 20 

16 PCB of charger, adapter of mobile phones Nil 10 

17 CKD import of motor vehicles, motor cars, motor 

cycles 

10 15 

 

18 CBU (completely built up) import of motor vehicles 20 25 
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19 Cut & polished colored gemstones, diamonds 2.5 5 

20 Edible Vegetable Oil 12.5 30 

21 Refined edible Vegetable Oil 20 35 

22 Refractory bricks, blocks, tiles and other refractory 

ceramic goods 

5 7.5 

 

DUTY REDUCTION 

 

Sl 

No 

Commodity description Existing rate ( % ) Proposed rate( % ) 

effective from 

02.02.2018 

1 Raw Cashew 5 2.5 

2 Inputs or parts for manufacture of 

moulded  plastics of charger/adapter 

of mobile phones 

Applicable rate Nil 

3 Ball screws, CNC systems for 

manufacture of CNC machine tools 

7.5 2.5 

4 Solar tempered glass for manufacture 

of solar cell/ panel 

5 Nil 

5 Raw material, parts or accessories for 

manufacture of implants 

2.5 Nil 

6 Refractory articles of stone, bricks, 

blocks, tiles etc.  

10 7.5 

 

SOCIAL WELFARE SURCHARGE  

 

Education Cess and Secondary and Higher Education Cess on imported items (except certain 

items)have been abolished. Social Welfare Surcharge has been levied @10% of aggregate 

Customs Duty. This surcharge will  be used for financing education, housing and social security. 

In case of Petrol, HSD, Silver, Gold etc. this surcharge has been levied @3% of aggregate 

Customs Duty. 

 

LEVY OF ROAD AND INFRASTRUCTURE CESS 

 

Additional Duty of Customs on imported petrol and HSD has been abolished.  Road and 

Infrastructure Cess @ Rs. 8 per litre has been levied. 

 

EXCISE DUTY PROPOSALS  

 

Sl No Commodity Existing Duty Proposed Duty 

1 Unbranded Petrol Rs 6.48 per litre Rs 4.48 per litre 

2 Branded Petrol Rs 7.66 per litre Rs 5.66 per litre 

3 Unbranded Diesel Rs 8.33 per litre Rs 6.33 per litre 

4 Branded Diesel Rs 10.69 per litre Rs 8.69 per litre 

 

Central Board of Excise & Customs has been renamed as Central Board of Indirect Tax and 

Customs. 
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OTHER BUDGET PROPOSALS 
 

GOVERNANCE, ECONOMY AND DEVELOPMENT 

 

 The journey of economic reforms during the past few years has been challenging but 

rewarding. As a result of the reforms undertaken by the Government, foreign direct 

investment has gone up.  

 The indirect tax system, with introduction of and Services Tax, has been made simpler. 

Benefits to the poor have been targeted more effectively with use of digital technology.  

 The demonetization of high value currency has reduced the quantum of cash currency and 

circulation in India.  It has increased the taxation base and spurred greater digitization of the 

economy.   

 The Insolvency and Bankruptcy Code (IBC) has changed the lender-debtor relationship. The 

recapitalized banks will now have a greater ability to support growth.  

 All these structural reforms in the medium and long run will help Indian economy to 

achieve stronger growth for a long time.  

 GDP growth at 6.3% in the second quarter signaled turnaround of the economy.  Hope to 

grow at 7.2% to 7.5% in the second half. IMF, in its latest Update, has forecast that India 

will grow at 7.4% next year.   

 Manufacturing sector is back on good growth path.  The services, mainstay of our growth, 

have also resumed their high growth rates of 8% plus. Our exports are expected to grow at 

15% in 2017-18. We are now firmly on course to achieve high growth of 8% plus. 

 Efforts were put in to direct the benefits of structural changes and good growth to reach 

farmers, poor and other vulnerable sections of our society and to uplift the under-developed 

regions.   

 Budget proposed to consolidate these gains and particularly focus on strengthening 

agriculture and rural economy, provision of good health care to economically less 

privileged, taking care of senior citizens, infrastructure creation and working with the States 

to provide more resources for improving the quality of education in the country. 

 Government has taken Ease of Doing business further by stressing on 'Ease of Leaving' for 

the common men of this country, especially for those belonging to poor and middle class of 

the society. 

 Good governance also aims at minimum interference by the government in the life of 

common people of the country. 

 

AGRICULTURE 

 

 Emphasis has been given to double farmers’ income by 2022 when India celebrates its 75
th

 

year of independence.  

 It is a budget for generating higher incomes for farmers and to help farmers produce more 

from the same land parcel at lesser cost and simultaneously realize higher prices for their 

produce. Emphasis is also on generating productive and gainful on-farm and non-farm 

employment for the farmers and landless families. 

 Previously it was decided that  Minimum support price (MSP) for the majority of Rabi crops 

should be at least at one and a half times the cost involved. Now, it has been decided to 

implement this resolution as a principle for the rest of crops.  
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 As per pre-determined principle, Government has decided to keep MSP for the all 

unannounced crops of Kharif at least at one and half times of their production cost in order 

to double the income of our farmers. 

 Niti Ayog, in consultation with Central and State Governments, will put in place a fool-

proof mechanism so that farmers will get adequate price for their produce. 

 To expand coverage of e-NAM to 585 APMCs. 470 APMCs have been connected to e-

NAM network and rest will be connected by March, 2018.  

 To develop and upgrade existing 22,000 rural haats into Gramin Agricultural Markets 

(GrAMs). In these GrAMs, physical infrastructure will be strengthened using MGNREGA 

and other Government Schemes. These GrAMs, electronically linked to e-NAM and 

exempted from regulations of APMCs, will provide farmers facility to make direct sale to 

consumers and bulk purchasers.  

 An Agri-Market Infrastructure Fund with a corpus of Rs.2,000 crore will be set up for 

developing and upgrading agricultural marketing infrastructure in the 22000 Grameen 

Agricultural Markets (GrAMs) and 585 APMCs. 

 The Ministry of Agriculture & Farmers’ Welfare will reorient its ongoing Schemes and 

promote cluster based development of agri-commodities and regions in partnership with the 

Ministries of Food Processing, Commerce and other allied Ministries. 

 Organic farming by Farmer Producer Organizations (FPOs) and Village Producers’ 

Organizations (VPOs) in large clusters, preferably of 1000 hectares each, will be 

encouraged.  Women Self Help Groups (SHGs) will also be encouraged to take up organic 

agriculture in clusters under National Rural Livelihood Programme. 

 Government shall support organized cultivation and associated industry of highly 

specialized medicinal and aromatic plants and allocation of a sum of Rs.200 crore has been 

made for this purpose. 

 Allocation of Ministry of Food Processing is being doubled from Rs.715 crore in  

revised expenditure 2017-18 to Rs.1,400 crore in budgeted expenditure 2018-19. 

Government will promote establishment of specialized agro-processing financial institutions 

in this sector. 

 Seasonal and regional production of the perishable commodities like Tomato onion and 

potato pose a challenge in connecting farmers and consumers in a manner that satisfies both. 

Government proposes to launch an ‘‘Operation Greens’’ on the lines of ‘‘Operation Flood’’. 

‘‘Operation Greens’’ shall promote Farmer Producers Organizations (FPOs), agri-logistics, 

processing facilities and professional management. Allocation of a sum of Rs. 500 crore for 

this purpose has been proposed.  

 India’s agri-exports potential is as high as US $ 100 billion against current exports of US $ 

30 billion. To realize this potential, export of agri-commodities will be liberalized. It is 

proposed to set up state-of-the-art testing facilities in all the forty two Mega Food Parks. 

 It is proposed to extend the facility of Kisan Credit Cards to fisheries and animal husbandry 

farmers to help them meet their working capital needs. Small and marginal farmers will get 

more benefits. 

 Bamboo is ‘Green Gold’.  It is proposed to launch a Re-structured National Bamboo 

Mission with an outlay of Rs.1,290 crore to promote bamboo sector in a holistic manner.  

 Government of India will take necessary measures and encourage State Governments to put 

in place a mechanism that their surplus solar power is purchased by the distribution 

companies or licensees at reasonably remunerative rates.  



UNION BUDGET  2018 

 

35 DOSHI CHATTERJEE BAGRI & CO LLP 

 

 Government set up a Long Term Irrigation Fund (LTIF) in NABARD for meeting funding 

requirement of irrigation works. Scope of the Fund would be expanded to cover specified 

command area development projects.  

 Like Micro Irrigation Fund (MIF) and Dairy Processing Infrastructure Development Fund 

(DPIDF) it is now proposed to set up a Fisheries and Aquaculture Infrastructure 

Development Fund (FAIDF) for fisheries sector and an Animal Husbandry Infrastructure 

Development Fund (AHIDF) for financing infrastructure requirement of animal husbandry 

sector. Total Corpus of these two new Funds would be Rs.10,000 crore. 

 Government has been steadily increasing the volume of institutional credit for agriculture 

sector from year-to-year and it is now proposed to raise this to Rs.11 lakh crore for the year 

2018-19.  

 NITI Aayog, in consultation with State Governments, will evolve a suitable mechanism to 

enable access of lessee cultivators to credit without compromising the rights of the land 

owners. 

 Government will extend a favourable taxation treatment to Farmer Producers Organisations 

(FPOs) for helping farmers aggregate their needs of inputs, farm services, processing and 

sale operations.  

 Air pollution in the Delhi-NCR region has been a cause of concern.  A special Scheme will 

be implemented to support the efforts of the governments of Haryana, Punjab, Uttar Pradesh 

and the NCT of Delhi to address air pollution and to subsidize machinery required for in-

situ management of crop residue. 

 

RURAL ECONOMY 
 

 Target was to provide free LPG connections to about 5 crore poor women has now been 

increased to 8 crore poor women.  

 Government is planning to construct around 2 crore toilets under Swachh Bharat Mission. 

 Target has been fixed that every poor of this country may have his own house by 2022. 

Under Prime Minister Awas Scheme Rural, 51 lakh houses will be built during 2018-19 in 

rural areas. In urban areas the assistance has been sanctioned to construct 37 lakh houses. 

 Government will also establish a dedicated Affordable Housing Fund (AHF) in National 

Housing Bank, funded from priority sector lending shortfall and fully serviced bonds 

authorized by the Government of India.  

 The Government is confident that loans to SHGs will increase to Rs.75,000 crore by March, 

2019.  It is proposed to substantially increase allocation of National Rural Livelihood 

Mission to Rs.5,750 crore in 2018-19. 

 Ground water irrigation scheme under Prime Minister Krishi Sinchai Yojna- Har Khet ko 

Pani will be taken up in 96 deprived irrigation districts where less than 30% of the land 

holdings get assured irrigation presently. Budget allocation of  Rs.2,600 crore has been 

made for this purpose. 

 In the year 2018-19, for creation of livelihood and infrastructure in rural areas, total amount 

to be spent by the Ministries will be Rs.14.34 lakh crore, including extra-budgetary and non-

budgetary resources of Rs.11.98 lakh crore.  Apart from employment due to farming 

activities and self employment, this expenditure will create employment of 321 crore person 

days, 3.17 lakh kilometers of rural roads, 51 lakh new rural houses, 1.88 crore toilets, and 

provide 1.75 crore new household electric connections besides boosting agricultural growth.  
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HEALTH, EDUCATION AND SOCIAL PROTECTION  

 

 Allocation on National Social Assistance Programme this year has been kept at Rs.9,975 

crore for implementing a comprehensive social security and protection programme to reach 

every household of old, widows, orphaned children, divyaang and deprived as per the 

Socio-Economic Caste Census. 

 Implementation of an integrated B.Ed. programme for teachers to avoid training during  

service in order to improve the quality of teaching. We have amended the Right to 

Education Act to enable more than 13 lakh untrained teachers to get trained.  

 Propose to increase the digital intensity in education and move gradually from ‘‘black 

board’’ to ‘‘digital board’’. Technology will also be used to upgrade the skills of teachers 

through the recently launched digital portal ‘‘DIKSHA’’. 

 The Government is committed to provide the best quality education to the tribal children in 

their own environment. To realise this mission, it has been decided that by the year 2022, 

every block with more than 50% ST population and at least 20,000 tribal persons, will have 

an Ekalavya Model Residential School. Ekalavya schools will be on par with Navodaya 

Vidyalayas and will have special facilities for preserving local art and culture besides 

providing training in sports and skill development. 

 To step up investments in research and related infrastructure in premier educational 

institutions, including health institutions, it has been proposed to launch a major initiative 

named ‘‘Revitalising Infrastructure and Systems in Education (RISE) by 2022’’ with a total 

investment of Rs.1,00,000 crore in next four years. Higher Education Financing Agency 

(HEFA) would be suitably structured for funding this initiative. 

 Government has taken major initiative of setting up Institutes of Eminence. Steps have been 

taken to set up a specialized Railways University at Vadodara.   

 It has been proposed to set up two new full-fledged Schools of Planning and Architecture, to 

be selected on challenge mode. Additionally, 18 new SPAs would be established in the IITs 

and NITs as autonomous Schools, also on challenge mode. 

 The Government would launch the ‘‘Prime Minister’s Research Fellows (PMRF)’’ Scheme 

this year. Under this, we would identify 1,000 best B.Tech students each year from premier 

institutions and provide them facilities to do Ph.D. in IITs and IISc, with a handsome 

fellowship.  

 The National Health Policy, 2017 has envisioned Health and Wellness Centers as the 

foundation of India’s health system. These 1.5 lakh centers will bring health care system 

closer to the homes of people. These centers will provide comprehensive health care, 

including for non-communicable diseases and maternal and child health services.  These 

centers will also provide free essential drugs and diagnostic services. Rs.1,200 crore has 

been allocated in this budget for this flagship programme.   

 A flagship National Health Protection Scheme will be launched to cover over 10 crore poor 

and vulnerable families (approximately 50 crore beneficiaries) providing coverage upto 5 

lakh rupees per family per year for secondary and tertiary care hospitalization.   

 Government has decided to allocate Rs.600 crore to provide nutritional support to all TB 

patients at the rate of Rs.500 per month for the duration of their treatment. 

 24 new Government Medical Colleges and Hospitals will be set up by upgrading existing 

district hospitals in the country. This would ensure that there is at least 1 Medical College 

for every 3 Parliamentary Constituencies and at least 1 Government Medical College in 

each State of the country.  
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 A Scheme called Galvanizing Organic Bio-Agro Resources Dhan (GOBAR-DHAN) for 

management and conversion of cattle dung and solid waste in farms to compost, fertilizer, 

bio-gas and bio-CNG will be implemented. 

 The Government will expand the coverage under Prime Minister Jan Dhan Yojana by 

bringing all sixty crore basic accounts within its fold and undertake measures to provide 

services of micro insurance and unorganized sector pension schemes through these 

accounts.  

 An earmarked allocation of Rs.56,619 crore for Scheduled Castes (SCs) and Scheduled 

Tribes (STs)  and Rs.39,135 crore for STs in BE 2018-19 has been proposed for Economic 

and social advancement of hard working people . 

 Government’s estimated schematic budgetary expenditure on health, education and social 

protection for 2018-19 is Rs.1.38 lakh crore . This expenditure is likely to go up by at least 

Rs.15,000 crore in 2018-19 on account of additional allocation during the year and extra 

budgetary expenditure, including through Higher Education Financing Agency.  

 

MEDIUM, SMALL AND MICRO ENTERPRISES (MSMES) AND EMPLOYMENT  

 

 Rs.3,794 crore has been allocated to MSME Sector for giving credit support, capital and 

interest subsidy and innovations.  

 It is proposed to onboard public sector banks and corporates on Trade Electronic Receivable 

Discounting System (TReDS) platform and link this with GSTN. Online loan sanctioning 

facility for MSMEs will be revamped for prompt decision making by the banks.  

Government will soon announce measures for effectively addressing non-performing assets 

and stressed accounts of MSMEs. This will enable larger financing of MSMEs and also 

considerably ease cash flow challenges faced by them. Use of Fintech in financing space 

will help growth of MSMEs. A group in the Ministry of Finance is examining the policy and 

institutional development measures needed for creating right environment for Fintech 

companies to grow in India. 

 It is proposed to set a target of Rs.3 lakh crore for lending under MUDRA for 2018-19 after 

having successfully exceeded the targets in all previous years.      

 To support employment generation Government will contribute 12% of the wages of the 

new employees in the EPF for all the sectors for next three years.  Also, the facility of fixed 

term employment will be extended to all sectors.  

 To incentivize employment of more women in the formal sector and to enable higher take-

home wages, it has been proposed to make amendments in the Employees Provident Fund 

and Miscellaneous Provisions Act, 1952 to reduce women employees' contribution to 8% 

for first three years of their employment against existing rate of 12% or 10% with no change 

in employers' contribution. 

 The Government is setting up a model aspirational skill centre in every district of the 

country under Pradhan Mantri Kaushal Kendra Programme.  306 Pradhan Mantri Kaushal 

Kendra have been established for imparting skill training through such centers. 

 The Government had approved a comprehensive textile sector package of Rs.6,000 crore in 

2016 to boost the apparel and made-up segments. It is proposed to provide an outlay of 

Rs.7,148 crore for the textile sector in 2018-19.  
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INFRASTRUCTURE AND FINANCIAL SECTOR DEVELOPMENT 

 

 Smart Cities Mission aims at building 100 Smart Cities with state-of-the-art amenities. 99 

Cities have been selected with an outlay of Rs.2.04 lakh crore. These Cities have started 

implementing various projects like Smart Command and Control Centre, Smart Roads, 

Solar Rooftops, Intelligent Transport Systems, Smart Parks. 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.  

 The AMRUT programme focuses on providing water supply to all households in 500 cities. 

State level plans of Rs.77,640 crore for 500 cities have been approved. Water supply 

contracts for 494 projects worth Rs.19,428 crore and sewerage work contract for 272 

projects costing Rs.12,429 crore has been awarded. 

 It is proposed to develop ten prominent tourist sites into Iconic Tourism destinations. 

Tourist amenities at 100 Adarsh monuments of the Archaeological Survey of India will be 

upgraded to enhance visitor experience. 

 Government has scaled new heights in development of Road Infrastructure sector.  

Ambitious Bharatmala Pariyojana has been approved for providing seamless connectivity of 

interior and backward areas and borders of the country to develop about 35000 kms in 

Phase-I at an estimated cost of Rs.5,35,000 crore.  

 Railway network and enhancing Railways’ carrying capacity has been a major focus of the 

Government. Railways’ Capex for the year 2018-19 has been pegged at Rs.1,48,528 crore.  

A large part of the Capex is devoted to capacity creation.  18,000 kilometers of doubling, 

third and fourth line works and 5000 kilometers of gauge conversion would eliminate 

capacity constraints and transform almost entire network into Broad Gauge.  

 A ‘Safety First’ policy, with allocation of adequate funds under Rashtriya Rail Sanraksha 

Kosh is cornerstone of Railways’ focus on safety. Maintenance of track infrastructure is 

being given special attention. Over 3600 kms of track renewal is targeted during the current 

fiscal.  Other major steps include increasing use of technology like ‘‘Fog Safe’’ and ‘‘Train 

Protection and Warning System’’. A decision has been taken to eliminate 4,267 unmanned 

level crossings in the broad gauge network in the next two years.  

 Regional connectivity scheme of UDAN (Ude Desh ka Aam Nagrik) initiated by the 

Government last year shall connect 56 unserved airports and 31 unserved helipads across 

the country.  

 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. The Government would initiate monetizing select CPSE assets using 

InvITs from next year. 

 Department of Science & Technology will launch a Mission on Cyber Physical Systems to 

support establishment of centers of excellence. For this purpose the allocation on Digital 

India programme to Rs. 3,073 crore has been made in 2018-19. 

 Rs.10,000 crore allocation in Budget has been made in 2018-19 for creation and 

augmentation of Telecom infrastructure for connecting gram panchayat through high speed 

optical fiber network.  

 To harness the benefit of emerging new technologies, particularly the ‘Fifth Generation’ 

(5G) technologies and its adoption, the Department of Telecom will support establishment 

of an indigenous 5G Test Bed at IIT, Chennai. 

 The Government will explore use of block chain technology proactively for ushering in 

digital economy. 
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 The system of toll payments physically by cash at road toll plazas is being fast replaced with 

Fastags and other electronic payment systems to make road travel seamless. The 

Government will come out with a policy to introduce toll system on ‘‘pay as you use’’ basis.   

 In order to create employment and aid growth, Government’s estimated budgetary and extra 

budgetary expenditure on infrastructure for 2018-19 is being increased to Rs.5.97 lakh crore 

against estimated expenditure of Rs.4.94 lakh crore in 2017-18.  

 

BUILDING INSTITUTIONS AND IMPROVING PUBLIC SERVICE DELIVERY 

 

 The Government will bring out an industry friendly Defence Production Policy 2018 to 

promote domestic production by public sector, private sector and MSMEs. 

 The Government will evolve a Scheme to assign every individual enterprise in India a  

unique ID. 

 Capital of the Food Corporation of India will be restructured to enhance equity and to raise 

long-term debt for meeting its standing working capital requirement.   

 Budgeting of Government of India’s contribution in equity and debt of the metro ventures 

floated by the State Governments will be streamlined.  

 Department of Commerce will be developing a National Logistics Portal as a single window 

online market place to link all stakeholders. 

 The Government has approved listing of 14 CPSEs (Central Public Sector Enterprise), 

including two insurance companies, on the stock exchanges. The Government has also 

initiated the process of strategic disinvestment in 24 CPSEs. This includes strategic 

privatization of Air India.   

 Three public sector general insurance companies National Insurance Company Ltd., United 

India Assurance Company Limited and Oriental India Insurance Company Limited will be 

merged into a single insurance entity and will be subsequently listed. 

 The Government introduced Exchange Traded Fund Bharat-22 to raise Rs.14,500 crore, 

which was over-subscribed in all segments. DIPAM (Department of Investment and Public 

Asset Management) will come up with more ETF offers including debt ETF. 

 Disinvestment target of Rs.80,000 crore for 2018-19 has been set. 

 Bank recapitalization program has been launched to pave the way for the public sector 

banks to lend additional credit of Rs.5 lakh crore. 

 It is proposed to allow strong Regional Rural Banks to raise capital from the market to 

enable them increase their credit to rural economy. 

 National Housing Bank Act is being amended to transfer its equity from the Reserve Bank 

of India to the Government. Indian Post Offices Act, Provident Fund Act and National 

Saving Certificate Act are being amalgamated and certain additional people friendly 

measures are being introduced. To provide the Reserve Bank of India an instrument to 

manage excess liquidity, Reserve Bank of India Act is being amended to institutionalize an 

Uncollateralized Deposit Facility. Securities and Exchange Board of India, Act 1992, 

Securities Contracts (Regulation) Act 1956, and Depositories Act 1996, are being amended 

to streamline adjudication procedures and to provide for penalties for certain infractions.  

 The Government is transforming method of disposal of its business by introduction of e-

office and other e-governance initiatives in central Ministries and Departments.   

 The Government will formulate a comprehensive Gold Policy to develop gold as an asset 

class.  Gold Monetization Scheme will be revamped to enable people to open a hassle-free 

Gold Deposit Account.   
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 Our country will commemorate 150th birth anniversary of Mahatma Gandhi, Father of the 

Nation, from 2nd October, 2019 to 2nd October 2020.  Government has earmarked Rs.150 

crore for the year 2018-19 for the activities leading to the Commemoration. 

 

FISCAL MANAGEMENT 

 

 Fiscal Deficit for 2013-14 was 4.4% of GDP.   

 Fiscal Deficit was brought down to 4.1% in 2014-15 to 3.9% in 2015-16, and to 3.5% in 

2016-17.  

 Revised Fiscal Deficit estimates for 2017-18 are Rs.5.95 lakh crore at 3.5% of GDP.   

 Fiscal Deficit of 3.3% of GDP has been projected for the year 2018-19. 

 

Although utmost care has been taken in preparing this document, any inadvertent error is 

regretted. 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


