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NEWS AND UPDATES – 05 March 2010
UPDATES
Taxpayers get a spring in their step, thanks to generous Pranab
Finance Minister Pranab Mukherjee has taken reforms in personal income tax a step forward by reducing the tax liability and compliance for the salaried, professionals and small businessmen.  While putting much-needed money in the hands of individual taxpayers by rejigging tax slabs, Mr Mukherjee also raised the threshold for mandatory auditing of accounts for professionals and small businessmen by 50% to Rs. 15 lakh and Rs. 60 lakh, respectively.

Firms trying to sweep tax under the carpet put on the MAT
Except for an increase in the MAT rate and a reduction in corporate surcharge, the finance minister eschewed making any major change in corporate tax proposals, an indication of the coming overhaul of the direct taxes regime.  With the 3% increase in the MAT rate to 18%, leading infrastructure, telecom and IT companies, including Reliance Industries, Bharti Airtel, Tata Consultancy Services, Infosys Technologies, Idea Cellular and GMR Infra, will see their tax payout rise by 20% in the next fiscal.

Tax system to be modernised ahead of new tax code
At a time when the exchequer’s coffers are under pressure, Finance Minister Pranab Mukherjee has taken a cue from the Economic Survey which stressed that better tax compliance is imperative to raise the funds needed for development.  To that end, Mukherjee has decided to simplify the income tax return form, while investing in computerizing tax administration to boost transparency and promote voluntary compliance.

Life becomes Saral for salaried
In the next financial year, the salaried will not only have more money to spend but also can look forward to easy tax filings.  One of the income tax reforms that the finance minister announced was the introduction of Saral II form, which will only have two pages.  To ease tax filing pains, the finance ministry is phasing out the current form, 2F, in which the taxpayer needs to fill up certain calculations.

Cenvat rate raised to 10%
The finance minister, Pranab Mukherjee, raised the base excise duty on non-petroleum products to 10 per cent in the next financial year beginning April 1 from 8 per cent as the government rolls back stimulus measures to cut its fiscal deficit.

Stimulus withdrawal begins with excise hike
With the Economic Survey confirming that the economy has recovered from the global flux, finance minister Pranab Mukherjee took away a key part of the stimulus spur extended to Indian industry since December 2008.  While excise duty rates were brought back to the pre-stimulus level of 10% for all but a few labour-intensive export-oriented sectors, the service tax net was widened but the rate was left untouched at 10% — the alignment of these rates being a ostensible precursor to the goods and services tax regime.

Banking in for change with financial reforms regulator
The budget has done well on the financial sector front.  There is actually more in it in terms of major long-term policy announcements than just the bank licences or other immediate steps.  Take for instance the proposed Financial Stability & Development Council.  One of the major regulatory lessons that the current crisis has thrown up, and something that the Rajan Committee had strongly suggested, is the need to go beyond sector regulators.
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