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About SCMHRD

The Finest Residential B — School

SCMHRD was established in 1993. Ever since its inception, SCMHRD has strived to bring Indian ethos,
Management concepts and technological advances together in an effort to redefine the management paradigm in
the new age.

SCMHRD has successfully pioneered the implementation of Kaizen on campus. The practice helps in
keeping the campus clean and gives the students a feeling of ownership, inculcating in them a feeling of
belonging and camaraderie. The SCMHRD culture provides the students an environment that allows them to
think and reflect, to explore and express.

VISION
To become the Centre of Excellence for Global leadership and learning, the standards of which others are
measured by.

MISSION
To create leaders and entrepreneurs of tomorrow, their dedication to excellence, absolute.




The budget 2009-10 was greeted with a fall of 869 points on the Sensex, clearly reflecting the overall market
sentiment. There was a lot of expectations from this budget but it came as quite a cropper. It was actually termed as
“timid, tepid and unimpressive” by former Finance Minister Yashwant Sinha. There was no mention in the budget on
disinvestments, the sorry figure of 1100 crore crushed all hopes, also there was neither any reform for the banking or
the finance sectors. Well the charitable view here would be grant the Finance Minister the benefit of doubt, we can
argue that he did not have enough time, to come up with a stunning big bang budget, but pinning too much hope on

the next budget would possibly only lead to disappointment, after all as we have learnt today, hope is a fatal thing.

The finance batch of SCMHRD was in the thick of action on the “B-day”. After the encouraging response to SCMHRD’s
interim budget, we now present before you the Post Budget Analysis. Hope the readers will find this as exciting as we

found working on it.

Regards,

FINANCE CLUB
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Being the 1% budget of new tenure for the UPA

government, the Finance minister carried further
the major initiatives taken by the government in the
last five years. The two major challenges as per
finance minister are to lead economy to 9% growth
and to deepen & broaden the agenda for inclusive
development with focus on improving delivery

mechanisms of the government.

In the first tenure of UPA government, the economy
has shown a dream run with booming growth rates.
However during the year 2008-09, there has been a
drop in GDP growth rate from an average of over 9
per cent for the previous three fiscal years to 6.7
per cent. Despite the fall in GDP growth rate, India
is still the second fastest growing economy in the
world. And major sectors witnessed decent growth
rate while agriculture grew by 4 %, foreign trade
was up by 11.8% with exports touching growth rate
of 17.1%.

Inflation, though not in the same sense as in 2007-
2008, still remains a prime concern for the
government. In the initial years of governing despite
best efforts of the government inflation stayed
above 6% on an average and fell to 4.4% only in 31
January, 2009 when global prices were substantially
down. This highlighted the inefficiency of the
government to control inflation and also brought
forward loopholes in the calculation of the inflation
index. Whole sale price index which rose nearly to
13 per cent in August, 2008 had an equally sharp fall
to zero per cent in March, 2009. Whereas the

general level of prices didn’t stayed at the previous

year’s levels causing lot of confusion and distrust in

the benchmark index.

Moving towards the fiscal situation, the structure of
India’s economy has changed considerably over the
last ten years with contribution of the services
sector to GDP rising well over 50 per cent and share
of merchandise trade doubling to 38.9 per cent of
GDP in 2008-09. This change in the economic
structure has led to increased dependence on global
economy and to counter the negative fallout of the
global slowdown, Government has to respond by
providing three focused fiscal stimulus packages in
the form of tax relief and increased expenditure on
public projects along with RBI taking a number of
monetary easing and liquidity enhancing measures.
This Fiscal accommodation has led to an increase in
fiscal deficit from 2.7 per cent in 2007-08 to 6.2 per
cent in 2008-09.

e The revised estimate of total expenditure for the
fiscal year 2008-2009 increased to Rs.9,00,953
crores showing an increase of Rs.1,50,069 crore
from budget estimates for FY 2008-09. For fiscal
year 2009-2010 the total expenditure figure is
estimated to be around Rs.10, 20,838 crores.

e The revised estimates for Planned Expenditure
for the FY 2008-09 increased to Rs. 2, 82,957
crore whereas for FY 2009-10 the planned
expenditure is estimated to be around Rs
3,25,149 crore.

e The Fiscal deficit estimate for FY 2008-09 is
revised upward to Rs 3,26,515 crore from the
budget estimate of Rs. 1,33,287 crore and for FY
2009-10 it is expected to touch Rs 4,00,996

crorei.e. around 6.8% of GDP.



e Revenue deficit for FY 2009-10 is expected to

increase to Rs 2, 82,735 crore i.e. 4.8% of GDP.

The government has planned to continue with its
expansionary policy and will continue to keep focus
on increasing expenditure on its main line schemes.
Therefore hike of 146 % in budgetary allocation to
the National Rural Employment Guarantee Act
(NREGA) and a 46 % hike in the Bharat Nirmaan
scheme didn't come as a major surprise. The
government also promised to introduce a Food
Security Act under which 25 kilograms of rice or
wheat a month would be provided to the poor at

Rs.3 per kilogram.

Towards the tax reforms, the personal income tax
exemption was increased by Rs.10, 000 and the 10
per cent surcharge on income tax was scrapped.
Also budget promised to abolish Fringe Benefit Tax
(FBT) and the Commodities Transaction Tax (CBT).
Exemption limit in personal income tax was also
raised by Rs.15, 000 rupees for senior citizens and
to Rs.190, 000 for women earners. Budget also
promised to phase out surcharges on various direct
taxes and to bring out a new income tax code within
next 45 days. The abolition of FBT would be a boost
to the salaried class as companies will be able to
chalk out employee friendly packages. Further new
saral form will be introduced to simplify filing of IT
returns. However no change in corporate tax was
proposed and four new services were brought

under the services tax. In these, Legal services will

be brought under service tax net for the first time.

The reforms in taxes on services used in export
sector will be a boost for the sector reeling under
pressure from global turmoil. Stimulus packages
announced for the export sector, including ECGC
adjustment schemes and interest subvention will
continue till March 2010 is another boost for the
sector. Finance Minister made minimum changes
with indirect taxes. However excise duty on non-
essential items has been increased from four to

eight percent.

Harvinder Singh

Manit Goyal



OVERVIEW

Agriculture has been the backbone of the Indian
economy with 60% of the population dependent on
it. The growth for the sector over the last one year
has been 4%.The contribution of agriculture to the

GDP is 17.8%.

ANNOUNCEMENTS

Credit

e Target for agriculture credit flow set at
Rs.3,25,000 crore for the year 2009-10. In 2008-
09 agriculture credit flow was at Rs.2,87,000
crore.

e Interest subvention scheme for short term crop
loans up to Rs.3 lakh per farmer at the interest
rate of 7 per cent per annum to be continued.

e 1 per cent additional interest subvention to

farmers making timely payment

Debt Relief for Farmers

e Time given to the farmers having more than two
hectares of land to pay 75 per cent of their
overdues under Debt Waiver and Debt Relief
Scheme extended from 30th June, 2009 to 31st
December, 2009.

e Taskforce to be set up to examine the issue of
debt taken by a large number of farmers in
some regions of Maharashtra from private
money lenders who were not covered by the

loan waiver scheme announced last year.

Fertilizer Subsidy

To ensure balanced application of fertilizers for
increasing agricultural productivity, Government
intends to move towards a nutrient based subsidy
regime so as to cover larger basket of fertilizers with
innovative fertilizer products available in the market

at reasonable prices.

Accelerated Irrigation Benefit Programme

e Allocation under Accelerated Irrigation Benefit
Programme (AIBP) increased by 75 per cent
over B.E. 2008-09.

e Allocation under Rashtriya Krishi Vikas Yojana
(RKVY) stepped up by 30 per cent in B.E. 2009-
10 over B.E. 2008-09.

Commodities Transaction Tax

The Commodity Transaction Tax (CTT) which was
introduced in the Union Budget for 2008-09 now
stands abolished. Their argument for a rollback is
because the tax, they claim, amounts to an eight-
fold increase in transaction cost and makes India’s
exchanges

leading commodities uncompetitive.

Now as a result domestic market will be more

efficient to compete globally .
IMPACT

e This budget has allocated a lot of money for
irrigation, but has not said anything about small
irrigation schemes, which benefit small farmers.
Big and medium irrigation projects, on the other

hand, displace small farmers and should be

stopped.



http://economictimes.indiatimes.com/articleshow/4744575.cms

With the extension of Debt Waiver and Debt

Relief Scheme there would be some amount of

relief for the farmers.

Increased allocation in Accelerated Irrigation
Benefit Programme (AIBP) and Rashtriya Krishi
Vikas Yojana (RKVY) would ascertain increased

productivity.

Increased subsidy in fertilizers would benefit
farmers in getting better quality fertilizers at

lower prices.

The abolition of the Commodity Transaction
Tax, will definitely going to boost Future

trading.

Abhipsha Kikani
Adish Deoras

Amit Agrawal

Bishal Kumar




OVERVIEW

Automobile Industry in India has been experiencing
a fast rate of growth with country's well-developed
networking system. The liberalization policy and
various tax reliefs by the Govt. of India in recent
years has made remarkable impacts on Indian
Automobile Industry. Indian auto industry, which is
currently growing at the pace of around 18 % per
annum, has become a hot destination for global

auto players like Volvo, General Motors and Ford.

ANNOUNCEMENTS

e A specific component was added to the ad
valorem duty of 24 per cent applicable to large
cars and utility vehicles in June last year. In the
case of vehicles of engine capacity below 2000
cc, this component was Rs.15,000/- per unit
while for vehicles of higher engine capacity it
was Rs.20,000/- per unit. These rates are now
being unified at the lower level of Rs.15,000/-
per unit.

e Petrol driven trucks are chargeable to excise
duty of 20 per cent. The proposal is to reduce
excise duty on these trucks to 8 per cent to
equate the duty with similar vehicles which run
on diesel.

e The competitive ability of an economy rests on
its progress in the area of Research and
Development (R&D). In order to incentivize the
corporate sector to undertake R&D work, the
proposal is to extend the scope of the current

provision of weighted deduction of 150% on

expenditure incurred on in-house R&D to all

manufacturing businesses except for a small

negative list.

e In order to encourage the use of environment
friendly fuel and augment its availability in the
country, the basic customs duty on bio-diesel is
reduced from 7.5 per cent to 2.5 per cent - at

par with petro-diesel.

IMPACT

Speedy implementation of GST will boost the
growth of the sector by eliminating all the local
taxes (octroi, entry tax, etc) and will result in hassle-
free operations. Proposed introduction of GST from
April 2010 would have immense impact on supply

chain management of car manufacturers.

With the possibility of decrease in prices of
LPG/CNG and bio-diesel, there could be an
increased demand for vehicles which run on these
environment friendly fuels which encourages

production.

e Due to the tax breaks provided in R&D
Investments, the Indian Auto industry would be
encouraged to build sound R&D Infrastructure

which meets International Standards.

e Due to the status-quo of the prevailing excise
duty on large cars, no relief is provided to them
in times of shrinking demand. The reduction in
specific duties is not going to affect the demand
cycle of upper segments of the car industry as

the reduction is minimal.



The proposal for reduction in excise duty on
petrol driven trucks will not impact the
transport sector as the demand for the petrol

driven trucks in India is low.

Non extension of depreciation benefits as
modified in the stimulus package would shrink
the profit margins of the auto industry & will
simultaneously  provide incremental tax

revenues to the Government.

Ojasvi Ghosal
Sarath Ruthvic P.
Tushar Alva

Sorav Jhawar




OVERVIEW

The finance minister while presenting the first
budget of re-elected UPA government refrained
from announcing any major changes in the
prevailing policies and didn’t announce any major
sector specific sop. The announcements for banking
sector weren’t different and apart from impetus on
growth of Public sector banks, there weren’t any

major direct announcements for the sector.

ANNOUNCEMENTS

e No disinvestment of public sector banks instead
impetus given to make them competitive by
infusing capital as and when required.

e Proposal of setting aside Rs. 100 crore as one-
time grant-in-aid to ensure provision of at least
one centre/Point of Sales (POS) for banking
services in each of the unbanked blocks in the
country.

e |IFCL to evolve a ‘Takeout’ financing scheme in
consultation with banks to facilitate incremental

lending to infrastructure sector.

IMPACTS

e The budget might not have talked about any
specific recapitalization of a particular bank but
it is clear from the budget speech that
government will look forward to strengthening
of public sector banks balance sheet.

e Through this budget the government intends to

on the

increase the influence of banks

unbanked population and regions. The

scheduled commercial banks have opened

‘no frills’ accounts either with ‘nil’ or very low
minimum balances. By setting aside Rs. 100
crore grant-in-aid, government has eased the
expansion of banking network in unbanked
areas of the country.

e ‘Takeout financing’ is an accepted international
practice of releasing long term funds for
financing infrastructure projects. It can be used
to effectively address the asset liability

mismatch of commercial banks arising out of

financing infrastructure projects and also to free
up capital for financing new projects. Further

IIFCL refinancing should ease commercial banks’

lending to infrastructure companies.

On the whole government doesn’t want to give up
current structure of banking sector which to a great
has not been affected by global financial turmoil.
The government wants to strengthen the position of
public sector banks and will look forward to

providing capital as when required.

By setting up Competition Commission of India and
further adding an Appellate body headed by a
retired judge of the Supreme Court, government
has taken initiative to improve competitive
environment in different sectors and especially

financial services.

Abhishek sharma

Manit goyal



Cemenl

OVERVIEW

India is the world's second largest producer of
cement after China with total installed capacity to
220 million Ton. The cement industry is
experiencing a boom on account of the overall
growth of the Indian economy. The demand for
cement, being a derived demand, depends primarily
on the industrial activity, real estate business,
construction activity, and investment in the
infrastructure  sector. The cement industry
comprises 130 large cement plants and more than

300 mini cement plants.

ANNOUNCEMENTS

e |t has also been clarified that cement will not be
eligible as an input for availing Cenvat Credit.
(Cenvat Credit Rules 2004 modified).

e Basic customs duty exemption on the
specialized concrete processing machines has
been removed and now these specialized
machinery (processing concrete batch plants of
50 cum per hour or more) will have a custom

duty of 7.5%.

IMPACT

e The cement industry was expecting an increase
in freight rates for cement. But the cement
industry has been given some relief by the
railway budget when no changes in the freight
rates were announced for cement. However,
the industry was expecting a revision in the

freight classification for cement, coke and

coal (In December, it was increased from 140 to
150) which wasn’t announced. Hence, this will
result in 7-8 % more freight costs compared to
2008 for cement industry. The addition of new
wagons and the introduction of double decker
wagons for carrying freights in 2010 will be a
positive take away for the cement sector.
The announcement relating to cenvat will make
construction expensive for builders as they will
not be able to avail Cenvat credit on cement.
This in turn may affect the real estate growth in
a negative way.
The customs duty announcement will have an
added burden for large corporate in cement
processing, builders and infrastructure building
companies like L&T infra, GMR infra, etc which
need to import a lot of such machinery.
However, this will also have a positive effect on
Indian  companies  manufacturing  such
specialized concrete processing equipment.
The cement industry expected the reduction in
the customs duty on coal (presently 5 %).
However, no announcement has been made in
that regard.
The focus on JNNURM Jawaharlal Nehru
National Urban Renewal Mission and Rajiv Awas
Yojana (RAY) will create a demand of cement in
rural areas. However, since there are no major
announcements with respect to urban
infrastructure development, the rise in demand
will only be marginal in quantity.

Naman Gupta

Purav Shah

Ritika Khetawat
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Education

OVERVIEW

The education sector has been one of the prime
focus areas of the UPA government. The HRD
Minister Mr. Kapil Sibal had kicked off educational
reforms by getting Cabinet approval for the Right of
Children to Free and Compulsory Education Bill.
However, a lot more needed to be done. Some of
these necessary changes have been announced in
the 2009-10 budget through stimulus to higher
minorities and

education and incentives for

economically weaker sections.

ANNOUNCEMENTS

e The overall Plan budget for higher education is
to be increased by Rs.2,000 crore over Interim
B.E. 2009-10 (Rs 41978 Crores). Approx. 18 %
increase as compared to the last vyear’s
allocation (Rs 37366 Cr).

e National Mission for Female Literacy to be
launched to reduce the level of female illiteracy
by half in three years.

e Al ICD ( Integrated Child development) Services
to be extended to every child under the age of
six by March, 2012.

e Full interest subsidy on loans to enable students
from economically weaker sections to access
higher education. An estimated 5 lakh students
would avail this benefit.

e Provision for the scheme ‘Mission in Education
through ICT’ substantially increased to Rs.900
crore and the provision for setting up and up-

the Skill

gradation of Polytechnics under

Development Mission enhanced to Rs.495

e Rs.827 crore allocated for opening one Central
University in each uncovered State.

e Rs.2,113 crore allocated for [ITs and NITs which
includes a provision of Rs.450 crore for new IITs
and NITs.

e Rs.50 crore allocated for Punjab University,
Chandigarh.

e Deduction under section 80E of the Income-tax
Act allowed in respect of interest on loans taken
for pursuing higher education in all fields.

e Rs.25 crore each allocated for establishing new
campuses at Murshidabad in West Bengal and
Malappuram in Kerala by Aligarh Muslim
University

e Plan outlay of Ministry of Minority Affairs
enhanced from Rs.1,000 crore in B.E. 2008-09 to
Rs.1,740 crore in 2009-10 registering an
increase of 74 per cent.

IMPACT

e Primary focus has been on quality higher
education- allocation of more funds to IITs, NITs
and other state universities. This move shows
government’s inclination to groom youth with
high technical expertise and also to make higher
education more affordable and accessible to the
masses.

e With steps like these, government is focusing on
the ‘youth’ which currently forms the highest
proportion of our population.

e The budget’s focus on female literacy, minority
classes and economically weaker sections is a

welcome move, however fields like primary and

secondary education seem to have been

neglected.



Education

e 74% increment in the allocation for minority
higher education shows the government’s
socialist approach to provide minority
communities with affirmative action rather than
deep rooted quota system. This will lead to
inclusive development of these sections and will
help align them with the mainstream.

e There was no introduction of FDI in the
education sector, even though it was being
viewed by the critics as a crucial move to bring
the education sector on the fast track.. This
shows a conservative approach being followed

by government in the ongoing economic slump.

Naman Gupta
Praloy Sinha
Purav Shah

Ritika Khetawat
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Erwirorniment

Finance minister has taken into consideration the
importance of environment issues. Allocations for
environment policies have seen substantial increase

this year.

ANNOUNCEMENTS:

e In furtherance to National Action Plan on
Climate Change, eight national missions
representing a multi-pronged long-term and
integrated approach to be launched.

e National Ganga River Basin Authority set up.
Budgetary allocation under National River and
Lake Conservation Plans increased from Rs.335
crore in B.E. 2008-09 to Rs.562 crore in B.E.
2009-10.

e Special one-time grant of Rs.100 crore given to
Indian Council of Forestry Research and
Education, Dehradun.

e Rs.15 crore each to be allocated to Botanical
Survey of India and Zoological Survey of India.
An additional amount of Rs.15 crore to be

allocated for Geological Survey of India.

IMPACT:

A The national action plan on climate change
identifies measures that promote India's
development objectives while also yielding co-
benefits for addressing climate change
effectively. By launching eight national missions,
implementation of the action plan will be

facilitated.

Allocations to botanical survey, zoological
survey and geological survey of India must be
used for conservation of natural treasure of the
nation. Channelization of the fund must be
done properly.

The aim of the Ganga River Basin Authority is
integrating cleaning of river basin, pollution
abatement, sustainable use of water and flood
management. Increased budgetary allocation
for National should be used efficiently to meet

the expectations.

Aditi Kulkarni

Snehal Oke
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OVERVIEW

Infrastructure is the growth engine of the economy.
If India has to return to the 8-9% growth rate as
envisioned by the Govt,, it is here that investments
and implementation has to be centred. It happens
to be one sector which has received maximum
attention in this budget. This is completely in line

with the pre election promises made by the UPA .

MAJOR ANNOUNCEMENTS

e The govt. is planning to increase the investment

in infrastructure to more than 9% of GDP by

2014.
e The India Infrastructure Finance Company
Limited (IIFCL), which provides long term

financial assistance to infrastructure projects
will be given greater flexibility and importance.
It will refinance 60 per cent of commercial bank
loans for PPP projects in critical sectors over the
next fifteen to eighteen months.

e |IFCL would, in consultation with banks, would
evolve a ‘takeout financing’ scheme which
would facilitate incremental lending to the
infrastructure sector enabling them to support
projects involving total investment of
Rs.1,00,000 crore.

e Funding to railways has been increased to
15800 crores and that to National Highways
Authority of India (NHAI) for the National
Highways Development Programme(NHDP) is
being stepped up by 23 per cent over the 2008-
09 (BE).

e Allocations for Pradhan Mantri Gram Sadak

Yojana (PMGSY) under Bharat Nirman has been
stepped up by 59% over BE 2008-09 to
Rs.12,000 crore.

e Owing to the success of Jawaharlal Nehru
National Urban Renewal Mission (JNNURM), the
allocation for this scheme has been stepped up
by 87 per cent to Rs.12,887 crore catering to the
demands of urban infrastructural development.
In addition to that, the allocation for housing
and provision of basic amenities to urban poor
has been increased to Rs.3,973 crore. This
includes the provision for Rajiv Awas Yojana
(RAY), an ambitious new scheme announced
in the address of the President of India
intended to make the country slum free in the
five year period.

e A provision for Rs.500 crore to expedite the
completion of Brihan Mumbai Storm Water
Drainage Project (BRIMSTOWA) has also been
announced.

e A complete exemption on goods manufactured
at site, including pre-fabricated concrete slabs

or blocks has been brought about.

IMPACT

A much needed thrust given to the infrastructure
sector definitely speaks about the govt.’s intent to
expedite the ‘inclusive growth’ process taking both
the urban and rural India under its umbrella. But
mere announcement of multiple projects does not
suffice; their implementation has been a chronic
problem for India. However the finance minister has

urged his colleagues in the central and state

12



governments to “remove policy, regulatory and

institutional bottlenecks for speedy

implementation of infrastructure projects.”

The steps announced should help the real estate
sector recover which was hit hard during the
downturn in the past fiscal year. The exemptions on
goods manufactured on site will give a further push

to the construction industry.

There have been some disappointments in terms of
Section 80(M) and Section 10 (23) (G) not being
revoked but all in all one of the most attended to

sectors in the budget.

Jaidip kumar

Jasmine Sahni
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OVERVIEW

Petroleum Industry is considered to be the back

bone of an economy.

Petroleum is not a domestic product and any kind of
shortage in the same has serious ramifications on all
possible industries along with the economies all
over the world. The graph below shows the

consumption and production pattern.

ANNOUNCEMENTS

e Government to set up an expert group to advice
on viable and sustainable system of pricing
petroleum products

e Indian fuel prices to be in sync with global
prices. Further details to be announced by Mr.
Murali Deora ( Minister of Petroleum & Natural
Gas)

e To develop a blueprint for long distance gas
highway leading to a national gas grid.

e Indigenous production of natural gas is said to
double because of recent find of natural gas in

Krishna Godavari basin.

IMPACT

e Higher fuel prices will push up transport costs
and hence, overall prices a also, and so will the

deficit financing used to subsidize oil.

State oil retailers should be given freedom to fix
rates of diesel - the most used fuel in the
country that is commonly used in agriculture -
till such time that crude oil price is below $S80 a
barrel. For petrol it set no such ceiling.
However, by not placing any such ceiling for
diesel or petrol could result in serious

repercussions for society, mainly the poor.

For the “aam aadmi”, this price hike does not
only mean an increase in car running prices, but
also a hike in vegetable, food prices as truckers
and transporters have said that they will pass
on the burden by raising freight rates. This fuel
hike will further affect the already battered

Auto and Aviation sector.

The only logical conclusion and further course
of action that we can take is to make efficient
use of our transport system, conserve energy or

switch to alternate fuels wherever possible.

Pavitra Sudhindran
Piyush Kr. Sahewala
Sampada Gajbhiye
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Power

OVERVIEW

The power sector which has set targets of adding
78577MW by 2012 as part of Xl five year plan
received no stimulus package in the budget
announced for year 2009-10. The sector has been
facing rising demands but very slow rise in supply
has resulted in a shortage of 8.8% and peak
shortage of 18.1% power. The budget also
neglected the Government aid for rural power
development. Hence, the markets reacted sharply,

the BSE power index plunged 6.36%.

ANNOUNCEMENTS

e The allocation for the Accelerated Power
Development and Reform Program (APDRP) was
increased to Rs.2080 crore a steep increase of
160% above the allocation in the BE of 2008-09.

e The Assam Gas Cracker Project which was
sanctioned in April 2006 to be executed at a
cost of Rs.5461crore is provided with capital
subsidy of Rs.2138 to be provided by the
Central Government. The outlay for the project
is being stepped up suitably.

e The basic customs duty on permanent magnets-
a critical component for Wind Operated
Electricity Generators has been slashed from
7.5per cent to 5per cent.

e The government proposes to develop a

blueprint for long distance gas highways leading

to a National Gas Grid which would facilitate

transportation of gas all across the country.

This development was triggered by the recent find

of natural gas in the KG Basin

e The rate for MAT has been increased from
10per cent to 15per cent of book profits;
however the period allowed under MAT to carry
forward the tax has been extended from seven
years to ten years.

e Bio-Diesel obtained from vegetable oils and
used for blending with petro-diesel is currently
exempt from excise duty and a proposal to fully
exempt petro-diesel blended with bio-diesel is
made.

e The basic customs duty on bio-diesel has been
reduced from 7.5per cent to 2.5per cent at par
with petro-diesel.

e Duties on permanent magnets for PM

synchronous generator above 500 KW used in

wind mills reduced from 7.5% to 5%.

IMPACT

e Although extension in 80 IA benefits and
removal of MAT was expected but no tax relief
was provided. The government could have
missed out on an opportunity to attract more
private participation in the sector which
involves huge development costs and for which

a tax exemption would have come in handy.
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Power

e Reduction in custom duty for critical
components of wind energy generators will
provide an impetus to the renewable energy
sector. This in turn will help in successfully
combating the phenomenon of global warming
and climate change.

e Instead of the proposed Rs. 800 crores the
Accelerated Power Development and Reform
Program (ARDP) has been allocated Rs. 2080
crores. This is a step forward to overcome the
poor state of power transmission and
distribution in the country.

e Reducing the basic customs duty on permanent
magnets will help contribution of new and
renewable energy sources and help combat the

phenomena of global warming.

Ritesh Vaidya
Sameer Kakkar

Puneet Deshpande
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OVERVIEW

The ‘Aam adami’ is made the focal point of all the
reforms in social sector. This budget has
emphasized on inclusive growth and empowerment
of rural India. The finance minister has injected
more allocations into the flagship schemes of the

UPA government.

ANNOUNCEMENTS

e Allocation wunder NREGS (National Rural
Employment Guarantee Scheme) increased by
144 per cent to Rs.39,100 crore in B.E. 2009-10
over B.E. 2008-09. To increase productivity of
assets and resources under NREGA,
convergence with other schemes relating to
agriculture, forests, water resources, land
resources, rural roads initiated. In the first stage
115 pilot districts selected for convergence.

e National Food Security Act to be brought in to
ensure entitlement of 25 kilo of rice or wheat
per month at Rs.3 per kilo to every family living
below the poverty line in rural or urban areas.

e Allocation for Bharat Nirman increased by 45
per cent in 2009-10 Allocations under Pradhan
Mantri Gram Sadak Yojana (PMGSY) increased
by 59 per cent over B.E. 2008-09 to Rs.12,000
crore in B.E. 2009-10. Under Rajiv Gandhi
Grameen  Vidyutikaran  Yojana  (RGGVY),
allocation increased by 27 per cent to Rs.7,000
crore.Allocation under Indira Awaas Yojana
(IAY) increased by 63 per cent to Rs.8,800 crore
in B.E. 2009-10. Allocation of Rs.2,000 crore

made for Rural Housing Fund (RHF) in National

Housing Bank (NHB).

Pradhan Mantri Adarsh Gram Yojana (PMAGY),
a new scheme with an allocation of Rs.100 crore
launched on pilot basis for integrated
development of 1000 villages having population
of scheduled castes above 50 per cent.

The Women'’s Self Help Group: Reach of SHGs to
be widened to enrol at least 50 per cent of all
rural women in India as members of SHGs over
the next five years.

The Rashtriya Mahila Kosh allocations to be
increased from Rs.100 crore to Rs.500 crore
over the next few years.

Female Literacy: National Mission for Female
Literacy to be launched with focus on
minorities, SC, ST and other marginalized groups
with the aim to reduce level of female illiteracy
by half in three years.

Integrated Child Development Services (ICDS) to
be extended to every child under the age of six
by March, 2012.

Student Loans to Weaker Sections are provided
with full interest subsidy during the period of
moratorium introduced to cover loans taken
from scheduled banks to pursue higher
education.

Plan outlay of Ministry of Minority Affairs
enhanced from Rs.1,000 crore in B.E.2008-09 to
Rs.1,740 crore in 2009-10 registering an
increase of 74 per cent.

A new project for modernisation of the
Employment Exchanges in public private
partnership is to be launched, so that a job

seeker can register on-line from anywhere and
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One handloom mega cluster each in West

Bengal and Tamil Nadu and one powerloom
mega cluster in Rajasthan to be set up. New
mega clusters for carpets to be also set up in
Srinagar (J&K) and Mirzapur (UP).

Allocation under National Rural Health Mission
(NRHM) increased by Rs.2,057 crore over
Interim B.E. 2009-10 of Rs.12,070 crore. All BPL
families to be covered under Rashtriya
Swasthya Bima Yojana (RSBY). Allocation under
RSBY increased by 40 per cent over previous
allocation to Rs.350 crore in B.E. 2009-10.
Unique ldentification Authority of India (UIDAI)
to set up online data base with identity and
biometric details of Indian residents and
provide enrolment and verification services
across country. Provision of Rs.120 crore made
for this in the Budget. First set of unique
identity number to be rolled out in 12 to 18

months.

IMPACT

NREGA has been implemented successfully in
past years. Increased allocations under NREGA
will ensure greater employment opportunities
in rural areas.

There are increased allocations for various
existing schemes in the budget. This will result
in higher penetration of the schemes in rural

areas improving economic conditions.

Schemes like female literacy mission will
accelerate the female empowerment. The focus
on women’s SHGs and linking them to banks will
bring about a socio-economic transformation in
the rural sector.

Various schemes and incentives are offered to
rural area. As the economy of rural India will
improve, the FMCG and consumer durable
companies with rural exposure will benefit.

The setting up of Unique Identification
Authority of India (UIDAI) is a big step forward
to ensure that the benefits reach the intended
section of the society. The time frame declared
for the roll out of first batch is very challenging
as scope of this scheme is very large. If this time
frame is followed it will be a big achievement
for India. It will bring transparency in the
system.

Employment exchanges going online would be a
great leap further. Apart from increase in
accountability, the number of registrations
would increase and moreover this step would

facilitate more effective job search.

Dimple Bhat
Snehal Oke

Swetleena
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Steel

OVERVIEW

Although India consumes less steel as compared to
other Asian countries, it was ranked the fifth major
crude steel producer in the world in 2008. Thus, the
country offers vast scope for the steel industry in
future. The industry has gained strength from the
strong Indian economy, and strong sectors like

infrastructure, construction and automobile.

ANNOUNCEMENTS

The proposals on Central Excise Duties seek to
address distortions that the manufacturing industry
has been complaining about.

Petrol driven trucks provide a useful means of transport
within cities and across short distances. These are
chargeable to excise duty of 20 per cent. Proposal was
made to reduce excise duty on these trucks to 8 per cent

to equate the duty with similar vehicles run on diesel.
Allocation to National Highways Authority of India
(NHAI) for the National Highway Development
Programme (NHDP) increased by 23 per cent over
B.E. 2008-09 in B.E. 2009-10 and allocation for
Railways increased from Rs. 10,800 crore in Interim
B.E. 2009-10 to Rs.15,800 crore in B.E. 2009-10.
IIFCL to evolve a Takeout financing scheme in
consultation with banks to facilitate incremental
lending to infrastructure sector.

lending to infrastructure sector.

Allocation under Jawaharlal Nehru National Urban
Renewal Mission (JNNURM) stepped up by 87 per
cent to Rs.12,887 crore in B.E. 2009-10 over B.E.
2008-09. Allocation for housing and provision of
basic amenities to urban poor enhanced to Rs.3,973

crore in B.E. 2009-10. This includes provision

for Rajiv Awas Yojana (RAY), a new scheme

announced

IMPACT

Particularly the steel sector went unnoticed to a
certain extent that is why the announcements did
not have a very significant impact on this sector.
However certain changes made to other sectors did
have an impact as specified below.

The move to reduce the excise duty on petrol driven
trucks to equate it to the excise duty on diesel
vehicles will lead to spurt in domestic demand and
greater production. Since the automobile uses
different varieties of steel as raw material, the move
will indirectly benefit the steel industry in terms of
total domestic demand.

Stimulus packages have been retained or increased
to the sectors reeling under recession such as
Automobile and Infrastructure. These sectors will
have a direct impact on the demand of steel.
Allocation of more funds to the Infrastructure and
Railway projects will increase the domestic demand
for steel and thereby leading to growth of steel
industry.

The expectation of the steel industry regarding the
import duty and protection from the budget was

not met.

Ammaar Sheikh
Ankit Dua

Varun Gupta
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With these lines the finance minister, stressed on
the efficiency and equity required in our tax system.
The basic focus of this budget was to keep the mass
population happy and create an egalitarian
society.This is sought to be achieved by eliminating
distortions in the tax structure, introducing
moderate levels of taxation, less tax impact on the

lower earning class by expanding the base.

DIRECT TAX:

ANNOUNCEMENTS & IMPACTS

e No change in corporate tax.
e Personal tax exemption to :
e senior citizen from 2.25 lakhs to 2.40
lakhs
e women from 1.8 lakhs to 1.9 lakhs
e individual taxpayer from 1.5 lakhs to 1.6
lakhs
These revised rates will provide relief to the
common man but at the same time it
results in fall in revenues received by the
government. The table below shows the
impact of announcements on income tax

charged.

ITax - before budget [Tax -after budget
[Taxable
income (Rs) Male Female Male Female
(Rs) (Rs)
200000 5150 2060 4120 1029
500000 56650 53560 55620 52529
1000000 211150 208060 210120 207029
1200000 [300245 296845 271919 268829
1500000 1402215 398815 364619 361529
2000000 [572165 568765 519119 516029
2500000 [742115 738715 673619 670529
4000000 [1251965 1248565 1137119 (1134029

e U/s 80-DD medical treatment for dependent
people has increased from 75,000 to 1 lakh.

e Surcharge of 10% on personal tax removed.
People earning more than 10 lakhs are not
required to pay a surcharge amount of tax (i.e.
10% of 30%=3%).This will also reduce tax
evasion to a great extent.

e Holiday under section 10A & 10B extended by
one more vyear for the export sector.An
extension would facilitate the growth of small
entrepreneurs who would otherwise find it
difficult to set up units in a SEZ. The elimination
of tax holidays for the export-driven IT/ITES
sector at a time of a global slowdown is
counter-intuitive and could result in India losing
its competitive advantage to other countries. It
would help mitigate the impact of protectionist
measures which are being considered globally
as a current

knee-jerk response to the

slowdown.
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Taxation

Fringe benefit tax scrapped.

This will help the employer of an organization
to pay less tax and at the same time might
result in a change in the salary break-up of the
employee(i.e. increase in the fringe component
of Salary).

R&D provision of 150% weighted deduction
extended to all manufacturing units except a
small negative list.

This will encourage progress in the area of R&D
and increase the competitive ability of the
economy.

All capital expenditure excluding expenditure on
land, goodwill and financial instruments will be
allowable as deduction.

Increase the rate of MAT to 15% of book profit
from 10%.

This proposal will increase greater equity in
taxation of corporate taxpayers. This will help to
increase the revenue of the government
through taxation (through the company’s net
profit or MAT). Introduction of MAT will also
affect the bottom-line of various sectors like IT,
Cement, Automobiles, Chemicals etc.

Exempt income of the NPS from income tax.
Dividend paid to NPS trust exempted from the
dividend distribution tax. Purchase and sales of
equity shares and derivatives by the NPS trust
will be exempted from securities transaction
act. This will strengthen the NPS by providing
necessary fiscal support. It will also increase the
social security and economic stability of the
common man and encourage participation of

self-employed individuals.

To create an alternate dispute resolution
mechanism within the IT department.

Empower the CBDT to formulate safe harbor
rules.

These proposals will facilitate the resolution of
tax & transfer pricing disputes faced by the
foreign companies within a reasonable time
frame and will also reduce the impact of
judgmental errors in determining transfer price
in international transactions. All this will
encourage foreign investment in the economy.
CTT abolished.

All commodities under the CTT will be available
at a lesser price to the consumers.

Income of the donor to electoral trust will be
allowed 100% deduction.

With transparency in the political funding
framework, there will be an increase in the
participation of individuals as this move,
increases their faith in the electoral process.
Section 80E extended to include vocational
studies pursued after completion of schooling.
In India there is a dearth of skilled human
resources, this proposal aims to fill in the gap by
encouraging more and more students to go for
vocational education after schooling to develop
special skills.

Relief granted to charitable institutions by not
taxing anonymous donation received to the
extent of 5% of their total income or a sum of Rs

1 lakh, whichever is higher.
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Taxation

This can facilitate establishment of more charitable e Duty exemption on concrete batching plants of
institutions which will benefit the society. capacity of 50 cum per hour or more

withdrawn, they are to be taxed at 7.5 % from
e To expand the scope of presumptive taxation
now on.
to all small businesses with turnover upto 40
2. Decrease in Custom Duties
lakh and also exemption from payment of
e Reduced from 10% to 5% on LCD panels.
advanced tax.
e Carry forward of relief from 4% CVD on
e This scheme will bring the small companies
parts of manufacture of mobile phones.
having a turnover of less than 40 lakhs to pay
e Duties on 10 specified life saving drugs
the tax flat at 8% of the gross turnover, thus
reduced from 10% to 5% with nil CVD.
there will be a proper accounting of revenue.
. e Duties on specified heart devices reduced
e Extend tax security w.r.t profits arising from
from 7.5% to 5%.
mineral oil to natural gases.
e Duties on permanent magnets for PM
e Independence in the energy sector will make
synchronous generator above 500 KW used
the economy self-sufficient and also help
in wind mills reduced from 7.5% to 5%.
produce more sophisticated goods thereby
e Duties on Bio diesel reduced from 7.5% to
reducing carbon footprint.
. ) . . 2.5%.
o Trusts engaged in preserving and improving
. . ) e Concessional duties of 5% on specified
our environment (including watersheds, forests
machinery for tea, rubber and coffee
and wildlife) and preserving our monuments or
) o o plantations reintroduced for 1 year.
places or objects of artistic or historic interest to

. . . i e Duties on “Mechanical Harvester” for coffee
be included in the provisions of section 2(15).

. . ) plantation reduced from 7.5% to 5%. CVD
e Reintroduction of Saral 2: This would make the

- . ) reduced from 8% to NIL.
filing of returns simple and user friendly.

e Duty on serially numbered gold bars and

gold coins to be doubled from Rs.100/10

INDIRECT TAX gms to Rs 200/10 gms also Custom Duties
ANNOUNCEMENTS on other forms of gold increased from Rs

250/10 gms to Rs 500/10 gms. Likewise
CUSTOM DUTIES

Custom Duty on silver increased from Rs

L.Increase in custom duties 500/kg to Rs 1000/kg. these increase are to

e Set Top Boxes: 5% custom duties as opposed to be applied when gold and silver are
nil in the PY. imported as personal luggage (including
e Aerial passenger ropeway projects now to jewellery)
attract CVD. e Duty on cotton and wool waste reduced
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from 15 % to 10 %.

e Duty on rock phosphate reduced from 5% to
2%.

e CVD exemptions on packaged or canned

software, on the portion of value representing

the considerations for transfer of rights for use.

e Duties on inflatable rafts, snow skis, water skis ,

sail boards to be fully exempt.

IMPACT OF ANNOUNCEMENTS RELATED TO
CUSTOM DUTIES

For reasons that are apparent, industry sectors
having an export-orientation have been adversely
impacted by the demand compression in global
markets. Thus adding more items to the bundle of
leather products, textile garments, footwear as well
as sports goods to be eligible for Full exemption

from basic customs duty will enhance export.

Reducing the basic customs duty on permanent
magnets will help contribution of new and
renewable energy sources and help combat the

phenomena of global warming.

Reduction in duties on life saving drugs will come as

a great relief to a lot of consumers.

CENTRAL EXCISE DUTY

1) Increase in central excise duty
e In Pure cotton textiles beyond the fiber stage,
excise duty are restored to 4%.

e On manmade fiber and yarn beyond the fiber

stage, central excise duty is of 8%

2)

Decrease in central excise duty
Reduction in the ad valorem rates of Central
Excise duty for non-petroleum products by 4
percentage across the board on 7th of
December 2008 and by another 2 percentage
points in the mean CENVAT rate on the 24th of
February, 2009.
Branded jewelry is exempted from excise duty
Reduction in excise duty on transport within
cities and across short distances by trucks from
20% to 8%
On car and utility vehicle, specific component
which was added to the ad valorem duty is
Rs.15, 000/- per unit instead of Rs.25, 000/- per
unit on large cars.
Full exemption is restored on goods
manufactured at site including pre-fabricated
concrete slabs or blocks by the construction
industry
Exemption from excise duty and CVD on the
value attributable to the transfer of the right to
use packaged software in IT industry.
Fully exempt petro-diesel blended with bio-
diesel from excise duty.
Iltems having a rate of 4% are to be included in
the 8% tax bracket, barring the following
exemptions

e Food items,drugs, pharmaceuticals and

medical equipment.

e paper, paperboard & their articles

e items of mass consumption
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IMPACT OF ANNOUNCEMENTS RELATED TO
CENTRAL EXCISE DUTY

There have been attempts to promote environment
friendly bio diesel by exempting it from from tax. No
mass products have witnessed an increase in its
price; living up to the trade mark of an “aam aadmi”
budget there has been a lot of levy on consumer

utility goods.

SERVICE TAX
1) SERVICE TAX INTRODUCED

e Service provided in relation to transport of
goods by rail.

e Service provided in relation to transport of
coastal goods and goods inland waters,
including national high ways.

e Advice or consultancy services provided in the
field of law, this would not be applicable in the
case of individuals.

e Cosmetic and plastic surgery services.

SERVICE TAX EXEMPTED

e Exemption from the levy of service tax on the
membership and other fees collected by till 31st
Federation of Indian Export Organizations (FIEO)

e Interstate or

intra state transportation of

passengers in a vehicle bearing “contract
carriage permit”.
e In case of interbank purchase and sale of

foreign currency between scheduled banks.

e In case exporter is liable to pay service tax on
reverse charge basis on “transport of goods
through road” and “commission paid to foreign
agents” to be exempted from service tax. Thus
the exporter will not need to first pay taxes and
then claim a refund.

e Tax on membership and other fees collected by
Export Promotion councils and federation of
Indian export organization exempt from service

tax.

IMPACT OF ANNOUNCEMENTS RELATED TO
CENTRAL EXCISE DUTY

Refund mechanism to become easier with lesser
paper work. Service tax exemption to be operated
through refund mechanism based on self
certification of documents where refund is below
.25 % of FOB. And certification by a CA for amounts

greater.

Shreya Ghorawat
Tanya Ahluwalia
Yateesh Hoblidar
Ankit Kumar
Neha Almal
Shilpi Garg
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