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High ligh t s o f Budge t 2 0 0 7 -0 8 

F in a n ce Min is ter P Ch ida m ba ra m p res en ted th e Un ion Bu dget for 2 007 -
08 in Parliament on Wednesday.  

 
While Chidam baram ke pt inc om e t ax lim it unc hange d, he 

inc re as e d t he t hre s ho ld lim it by Rs 1 0 ,0 0 0 giving e ve ry 

assessee a relief of Rs 1,000.  

 

Dedu ct ion in res pect of m ed ica l in s u ra n ce u n der Sect ion 80 (D) 

increased to Rs 15,000 and Rs 20,000 for senior citizens.  

 

Exemption limit for women was increased to Rs 145,000 and for 

senior citizens to Rs 195,000.  

 

Dividend distribution tax raised from 12.5 to 15 per cent.  

 

ESOPs to be brought under FBT.  

 

Expen d itu re on s a m ples a n d free d is t r ibu t ion item s to be 

exempted from fringe benefit tax.  

 

Addit ion a l reven u e from d irect ta xes to yield Rs 3000 crore a n d 

indirect taxes revenue neutral.  

 

Ta x exem ption on a via t ion tu rb in e fu el s old to tu rbo p rop 

aircraft extended to all small aircraft less than 40,000 kg.  

 

With dra wa ls by cen tra l a n d s ta te govern m en ts exem pted from 

Ba n k in g Ca s h Tra n s a ct ion Ta x. Th e lim it for in d ividu a ls a n d 

HUF raised from Rs 25,000 to Rs 50,000.  

 

Two la kh peop le to ben efit ou t of s ervice ta x exem ption . Govt to 

lose Rs 800 crore as a result.  

 

Service ta x on Res iden ts Welfa re As s ocia t ion s wh os e m em bers 

contribute more than Rs 3,000.  

 

Su rch a rge on Corpora te in com e ta x on com pa n ies below Rs on e 

crore removed.  

 

Tax free bonds to be issued by state-owned urban local bodies.  

 

Five yea r ta x h olida y for two, th ree, fou r s ta r h otels a n d 

con ven t ion cen tres with a s ea t in g ca pa city of 3 ,000 in NCT of 

Delhi, Gurgaon, Ghaziabad, Faridabad and Gautam  

 

Minimum Alternate Tax being extended.  



 
Ben efits of in ves tm en t in ven tu re ca p ita l fu n ds con fin ed to IT, 

bio-tech n ology, n a n o-tech n ology, s eed res ea rch , da iry a m on g 

some others.  

 
Excis e du ty on cem en t redu ced from Rs .400 per ton n e to 

Rs .350 per ton n e for cem en t ba gs s old a t Rs .190 per ba g a t 

reta il m a rket . Th os e s old a b ove Rs .190 will a t t ra ct excis e du ty 

of Rs.600 per tonne.  

 

Corpora te ta x: No s u rch a rge for firm s with a ta xa b le in com e of 

Rs 1 crore (Rs 10 million) or less.  

 

E-govern a n ce a lloca t ion to be in crea s ed from Rs .395 to Rs .719 

crore.  

 

In d ia n in ves tors to be a llowed in ves tm en t in overs ea s ca p ita l 

m a rkets th rou gh m u tu a l fu n ds . Mu tu a l fu n ds to s et u p 

Infrastructure Fund schemes.  

 

Any requirement for security of the nation to be provided.  

 

Backward Regions Grant Fund to be raised to Rs 5800 crore.  

 

A h igh -powered com m it tee repor t a im ed a t m a k in g Mu m ba i a 

wor ld cla s s fin a n cia l cen tre s u bm it ted . Pu b lic s u gges t ion s will 

be invited.  

 

Rs 50 crore p rovided to begin work on voca t ion a l edu ca t ion 

m is s ion for wh ich Ta s k Force in Pla n n in g Com m is s ion is 

chalking out a strategy.  

 

1 ,396 In d ia n Tech n ica l In s t itu tes to be u pgra ded to a ch ieve 

technical excellence.  

 

An a u ton om ou s Deb t Ma n a gem en t Office in govern m en t to be 

set up.  

 

Govern m en t to crea te on e la kh jobs for ph ys ica lly ch a llen ged . 

Govern m en t will reim bu rs e th e EPF con tr ibu t ion s of em ployers 

in th e ca s e of ph ys ica lly ch a llen ged peop le ta ken on rolls of th e 

com pa n y a n d in clu ded in th e PF s ch em e. A fu n d of Rs 15 0 

crore to be started which will go up to Rs 450 crore.  

 

An Expert Committee to be set up to study the impact of climate 

change in India.  



 
Rs 150 crore to be given to Min is t ry of You th a n d Spor ts for 

Com m on wea lth Ga m es a n d Rs 350 crore to th e Delh i 

Govern m en t for th e pu rpos e. Rs 50 crore to be p rovided for th e 

Commonwealth Youth Games in Pune.  

 
Rs 100 crore for recogn is in g excellen ce in th e field of 

agricultural research.  

 
VAT reven u es in crea s ed by 24 .3 per cen t in th e fir s t n in e 

months of 2006-07.  

 

A n a t ion a l level goods a n d s ervices ta x to be in t rodu ced from 

next fiscal.  

 

Fis ca l deficit to be 3 .7 per cen t in th e cu rren t yea r a n d reven u e 

deficit two per cent.  

 

Fis ca l m a n a gem en t en a b led Sta tes con s olida te deb t to th e tu n e 

of Rs .1 ,10 ,268 crore a n d 20 s ta tes a va iled of deb t wa iver to th e 

tu n e of Rs .8575 crores . Th e s h a re of Sta tes from th e reven u e 

expected to tou ch Rs .1 ,42 ,450 crore du r in g 2007-08 a s a ga in s t 

Rs.1,20,377 crore during 2006-07.  

 

Total expenditure estimated at Rs 6,81,521 crore.  

 

In crea s e in gros s ta x reven u e by 19 .9 p er cen t , 2 0 per cen t a n d 

27 .8 per cen t in fir s t th ree yea rs of UPA govern m en t . In ten d to 

keep tax rates moderate.  

 

Pea k cu s tom s du ty ra te on n on -a gr icu ltu ra l item s redu ced from 

12.5 to ten per cent.  

 

All cooking oil fully exempted from duty from 20 to ten per cent.  

 

Customs duty on polyster to be reduced from ten per cent to 7.5 

per cent.  

 

Fis ca l deficit for 2007-08 pegged a t 3 .3 per cen t of GDP a t 

Rs.1,50,948 crore. Revenue deficit at Rs.72,478 crore which will 

be 1.5 per cent.  

 

Tota l exp en d itu re du r in g 2006-07 es t im a ted a t Rs .6 ,80 ,52 1 

crore including Rs.40,000 crore for SBI shares.  

 

Duty on pet food reduced from 30 per cent to 20 per cent.  

 

Duty on sunflower oil to be reduced by 15 per cent.  



 
Du ty redu ced on wa tch d ia ls a n d m ovem en ts a n d u m brella 

parts from 12.5 to five per cent.  

 
Im por t du ty of 15 s pecified m a ch in ery to be redu ced from 7 .5 

per cent to five per cent.  

 
Econ om y grows 8 .6 per cen t in th ird qu a r ter of th is fis ca l 

compared to 9.3 per cent in the year-ago period  

 
Th ree per cen t im p or t du ty to be levied on p r iva te im por ters of 

aircraft including helicopters.  

 

No change in general CENVAT rate.  

 

Ad va lorem du ty on petrol a n d d ies el to be b rou gh t down from 

eight to six per cent.  

 

Expor t du ty on iron ore a n d con cen tra te a t th e ra te of Rs .300 

per tonne. Export duty on Cromium proposed at Rs 2000 tonne.  

 

Small-s ca le in du s tr ies excis e du ty exem ption ra is ed from Rs 

one crore to Rs 1.5 crore.  

 

Ma n u fa ctu r in g s ector grows a t 10 .7 per cen t , a gr icu ltu re a t 1 .5 

per cent during October-December 2006-07.   

 

Excise du ty for p lywood redu ced from 16 per cen t to eigh t per 

cent.  

 

Food mixes to be fully exempted from excise duty.  

 

Excis e du ty for p lywood redu ced from 16 per cen t to eigh t per 

cent.  

 

Bio-diesel to be fully exempted from excise duty.  

 

Wa ter pu r ifica t ion devices , s m a ll a n d b ig, fu lly exem pted from 

excise. Specific rates of excise duty on cigarettes increased.  

 

Excis e du ty on Pa n Ma s a la with ou t toba cco a s m ou th fres h n ers 

reduced from 66 per cent to 45 per cent.     

 

PAN to be m a de s in gle iden t ity ca rd for a ll 

securities/stocks/MFs related transactions.  

 

In s u ra n ce com pa n ies to la u n ch a s en ior cit izen s s ch em e in 

2007-08.  

 

Defence budget increased to Rs 96,000 crore  

 

Tou r is m in fra s t ru ctu re to get a n a lloca t ion of Rs .520 crore a s 

against Rs.423 crore last year.  



 
The ceilin g of loa n s for wea ker s ect ion s u n der deferen t ia l ra te of 

interest scheme will be raised from Rs 6500 to Rs 15,000 and in 

housing loan from Rs 5000 to Rs 20,000.  

 
Regu la t ion s wou ld be pu t in p la ce for m or tga ge gu a ra n tee 

company for housing loans.  

 
Region a l Ru ra l Ba n ks , wh ich a re willin g to ta ke u p grea ter 

res pon s ib ilit ies , to u n der ta ke a ggres s ive b ra n ch expa n s ion 

p rogra m m e. On e RRB bra n ch for ea ch of 80 d is t r icts s o fa r 

uncovered. RRBs to accept NRE and FCNR deposits.  

 

FDI in flows between Apr il a n d J a n u a ry th is fis ca l tou ch ed 

$12.5 bn while portfolio investment reached $6.8 billion  

 

Tech n ology Upgra t ion Fu n d in text iles to con t in u e du r in g th e 

11th Plan. Rs 911 crore to be provided for this.  

 

Alloca t ion for Na t ion a l High wa y Developm en t p rogra m m e to be 

stepped up from Rs 9,955 crore to Rs 12,600 crore.  

 

Work on Golden Qu a dr ila tera l roa d p roject n ea r ly com plete. 

Con s idera b le p rogres s m a de on Nor th -Sou th , Ea s t-West 

corridor and likely to be completed by 2009.  

 

North ea s tern region will get Rs 405 crore for highway 

developm en t . Roa d-cum-ra il p roject over Bra h m a pu tra in 

Bogibil, Assam.  

 

Hea lth in s u ra n ce cover for wea vers to be en la rged to a n cilla ry 

in du s tr ies . Alloca t ion in crea s ed from Rs 241 crore to Rs 321 

crore.  

 

A s ch em e for m odern is a t ion a n d tech n ologiu ca l u pgra da t ion of 

choir industry for which Rs 23.55 crore has been earmarked.  

 

Manufacturing growth rate estimated at 11.3 per cent.  

 

9.2 per cent GDP growth rate estimated in 2006-07.  

 

Average growth for last three years is 8.6 per cent.  

 

Saving rat e o f 3 2 .4 pe r c e n t , inve s t m e nt rat e o f 3 3 .8 pe r 

cent will continue.  

 

A number of proposals to perk up agriculture to be announced.  

 

Avera ge in fla t ion in FY'07 to be 5 .2 -5 .4 per cen t ; govt con fiden t 

of managing inflation  



 
Ba n k cred it ra te grew by 29 per cen t du r in g fir s t ten m on th s of 

2006-07  

 
In fla t ion du r in g 2006-07 es t im a ted a t between 5 .2 a n d 5 .4 per 

cent against 4.4 per cent during the previous year.  

 
Abh ijit Sen repor t on forwa rd t ra d in g to be s u bm it ted in two 

months' time.  

 
Addit ion a l ir r iga t ion poten t ia l of 24 la kh h ecta res to be 

im p lem en ted , in clu d in g n in e la kh h ecta res u n der Accelera ted 

Irrigation Benefit Programme.  

 

Economy in a stronger position than ever before.  

 

15 ,054 villa ges h a ve been covered u n d er ru ra l teleph on y a n d 

effor ts to be m a de to com plete th e ta rget of cover in g 20 ,000 

villages by 2006-07.  

 

Allocation on Healthcare to increase by 21.9 per cent.  

 

Allocattion for education to be enhanced by 34.2 per cent.  

 

Two la kh m ore tea ch ers to be em ployed a n d five la kh m ore 

classrooms to be constructed.  

 

Secon da ry edu ca t ion a llowa n ce to be in crea s ed from Rs .1 ,837 

crore to Rs.3,794 crore.  

 

Government committed to fiscal reforms.  

 

Foreign exchange reserves stand at 180 billion dollars.  

 

Alloca t ion u n der Ra jiv Ga n dh i Dr in k in g Mis s ion s tepped u p 

from Rs 4680 crore to Rs 5850 crore.  

 

Govern m en t con cern ed over in fla t ion a n d wou ld ta ke a ll s teps 

for moderating it.  

 

Alrea dy a n u m ber of s teps on fis ca l, m on eta ry a n d s u pp ly 

management side have been taken.  

 

An n u a l ta rget of 15 la kh h ou s es u n der Bh a ra t Nirm a l 

Programme to be exceeded.  

 

Allocation for National Rural Health Mission stepped up from Rs 

8207 crore to Rs 9947 crore.  

 

Gros s bu dgeta ry s u ppor t in 2007-08 ra is ed to Rs 2 ,05 ,100 

crore from 1 ,72 ,728 crore in 2006 -07 . Of th is , bu dgeta ry 



s u ppor t to th e Cen tra l p la n will go u p to 1 ,54 ,9 39 crore a ga in s t 

1,72,728 crore.  

 
Sch ool d ropou t ra tes h igh . To p reven t d ropou t , a Na t ion a l 

Means-cum-Merit s ch ola rs h ip to be im p lem en ted , with a n 

allocation of Rs 6,000 per child.  

 
Rs 1290 crore to be p rovided for elim in a t ion of polio. Intensive 

covera ge will be u n der ta ken in 20 d is t r icts in UP a n d 10 

districts in Bihar. This will be integrated into NRHM.  

 

National AIDS Control Programme to achieve zero level disease.  

 

Mea s u res for s ign ifica n t im provem en t of h ea lth ca re in ru ra l 

area.  

 

Alloca t ion for ICDS p rogra m m e to be in crea s ed from Rs 4087 

crore to Rs 4761 crore. 

 

30 m ore d is t r icts u n der NREGA. Add it ion a l a lloca t ion of 

Rs.12,000 crore for it. 

 

Rs 800 crore for Sa m poorn a Gra m Rozga r Yoja n a in d is t r icts 

n ot covered by NREGA. Swa rn a J a ya n t i Swa rozga r Yoja n a 

allocation increased from Rs 250 crore to Rs 344 crore.  

 

Com pu ter is a t ion of PDS a n d in tegra ted com pu ter iza t ion 

programme for FCI.  

 

Alloca t ion for s ch em es on ly for SCs a n d STs to be in crea s ed to 

Rs 3271 crore.  

 

Rs 63 crore for s h a re ca p ita l for Na t ion a l Min or it ies 

Developm en t Fin a n ce Corpora t ion followin g Sa ch a r Com m it tee 

recommendations.  

 

Alloca t ion for SC/ ST s ch ola rs h ips en h a n ced from Rs .440 crore 

to Rs.611 crore.  

 

Sch ola rs h ips p rogra m m e for m in or it ies s tu den ts to be of th e 

order  of Rs 72 crore for p re-m etr ic, Rs 48 crore for gra du a te 

and postgraduate.  

 

Tota l Bu d get for th e Nor th ea s tern region ra is ed from Rs 12 ,041 

crore to Rs 14,365 crore.  

 

New In du s tr ia l Policy for th e n or th ea s tern region to be in p la ce 

before March 31.  



 
Women's development allocation will be Rs.22,282 crore.  

 
Rs 7 ,000 crore a lloca t ion for bet ter ta x a dm in is t ra t ion to be 

used for social schemes.  

 
Rs 2 ,25 ,000 crore fa rm cred it p ropos ed in th e n ew bu dget . A 

ta rget of a dd it ion a l 50 la kh fa rm ers to be b rou gh t u n der fa rm 

credit.  

 
Fa rm ers ' cred it likely to rea ch Rs .1 ,90 ,000 crore a s a ga in s t th e 

targeted Rs.1,75,000 crore during 2006-07.  

 

Special Purpose Tea Fund to rejuvenate tea production.  

 

Rs 100 crore allocated for National Rainfed Area Authority.  

 

On e h u n dred per cen t s u bs idy for s m a ll fa rm ers a n d 50 per 

cent for other farmers for water recharging scheme.  

 

World Ba n k s ign ed a greem en t for reviva l of 5 ,763 wa terbod ies 

in Ta m il Na du . Loa n com pon en t Rs 2 ,182 crore. To h a ve a 

com m a n d a rea of fou r la kh h ecta res . Sim ila r a greem en t with 

An dh ra Pra des h in Ma rch for rech a rge of 2 ,000 bod ies . 

Command area 2.5 lakh hectares.  

 

Bonds worth Rs 5,000 crore to augment NABARD to be issued.  

 

Dea th a n d d is a b ility cover for ru ra l la n d les s fa m ilies to b e 

introduced, known as 'Aam Aadmi Bima Yojana'.  

 

70 lakh households to be covered under a social welfare scheme 

with LIC and with support from state governments.  

 

50 per cent of the premium at Rs.200 per household to be given 

by th e Cen tre. Rs .1 ,000 crore fu n d to b e m a in ta in ed by LIC for 

the purpose.  

 

Cen tra l pu b lic s ector en terp r is es will be given Rs 16 ,261 crore 

as equity support and loans of over Rs 2600 crore.      



 
----------------------- DIRECT TAXES

 
--------------------------  

FINANCE BILL, 2007  

Unless otherwise specifically mentioned the amendments proposed are to 

be effect ive from A.Y. 2008-09 a n d a re th erefore a pp lica b le with res pect 

to in com e a r is in g on or a fter 1 st Apr il, 2007 . Specific m en t ion is m a de a t 

th e releva n t p la ces , wh en th e effect ive da te of a p ropos ed a m en dm en t is 

oth er th a n 1 st Apr il 2007 . Referen ce to th e exis t in g p rovis ion s ; m ea n th e 

p rovis ion ; m ea n th e p rovis ion s of th e Act im m edia tely p r ior to th e 

amendments proposed in the Bill.  

An y referen ce to th e s ect ion s , u n les s oth erwis e s ta te, is to th e s ect ion s of 

the Income Tax Act, 1961  

1.  RATES OF TAX   

In res pect of ra tes of ta x, th e followin g ch a n ges h a ve been 

proposed.  

 

In crea s e in th e ba s ic exem ption lim it by Rs . 10 ,000 a pp lica b le 

to all individuals, HUFs, AOPs and BOIs. 

 

In trodu ct ion of n ew s econ da ry a n d High er Edu ca t ion Ces s of 

1% on Income Tax and Surcharge. 

 

In trodu ct ion of th res h old in com e level of Rs . 1 crore for levyin g 

s u rch a rge for th e firm s a n d com pa n ies (dom es t ic or oth erwis e) 

a n d a ccord in gly firm s a n d com pa n ies h a vin g in com e of Rs . 1 

crore or less will now not be required to pay surcharge. 

 

Ra te of Dividen d Dis t r ibu t ion Ta x on com pa n ies h a s been 

in crea s ed to 15% (effect ive 16 .995% with s u rch a rge) for 

Companies from existing rate of 12.5% (effective 14.025%).  



  
Ta x on d is t r ibu ted in com e to Un it Holders is p ropos ed to b e 

in crea s ed to 25% (effect ive 28 .325%) in res pect of In com e 

d is t r ibu t ion by Mon ey Ma rket Mu tu a l Fu n ds of Liqu id Fu n ds . 

Pr ior to a m en dm en t th e d is t r ibu t ion of s u ch in com e a t t ra cted 

12 .5% (effect ive 14 .025%) Ta x if d is t r ibu t ion wa s to a n 

individual or an HUF and 20% (effective 22.44%) in other cases.  

Th e p rop os ed In com e ta x  ra tes (in clu d in g Su rch a rge, Edu ca t ion Ces s 

a n d Secon da ry a n d High er Edu ca t ion Ces s ) for th e A.Y. 2007-08 h a ve 

been given below in Ta b le 1 for rea dy referen ce. Th es e in com e ta x ra tes 

a re a pp lica b le on a n y in com e ea rn ed du r in g th e per iod from 1 st Apr il, 

2007 to 3 1 st Ma rch , 2008 . Th e Ta b le a ls o con ta in s th e a pp lica b le ra te for 

TDS 

Th e ra tes of Dividen d Dis t r ibu t ion Ta x (DDT) m en t ion ed in Ta b le 1 a re 

a pp lica b le in res pect of d ividen d decla red , d is t r ibu ted or pa id du r in g th e 

period from 1st April, 2007 to 31st March, 2008.  

Table 1 – Rates of Tax  

Tax Rates 

Particulars 

Treshold 

Limit for 

surcharge 

Without 

surcharge

 

With 

surcharge

 

Individual, HUF, AOP & BOI 10,00,000   

Upto Rs. 1,10,000  NIL NIL 

Rs. 1,10,001 – Rs. 145,000  10.30% 11.33% 

R. 1,45,001 – Rs. 1,50,000  10.30% ** 11.33%** 

Rs. 1,50,000 – Rs. 1,95,000  20.60%** 22.66%** 

Rs. 1,95,001 – Rs. 2,50,000  20.60% 22.66% 

Rs. 2,50,001 – Rs. 2,50,000  30.90% 33.99% 

** Nill in ca s e a s s es s ee is Sen ior 

Cit izen or Wom en below a ge of 65 

years. 

** Nil in case assessee is Senior Citzen.    



Partnership Firm 10000000 30.90% 33.99% 

Domestic Company 10000000 30.90% 33.99% 

Com pa n y oth er th a n Dom es t ic 

Company 

10000000 41.20% 42.23% 

Local Authority NIL 30.90% 30.90% 

Co-operative Society NIL   

Upto Rs. 10,000  10.30% _ 

Rs. 10001 – Rs. 20,000  20.60% _ 

Rs. 20001 onwards  30.90% _ 

Minimum ALTERNATE tAX 10000000 10.30% 11.33% 

STCG on Listed Securities    

Individual, HUF, AOP & BOI 1000000 10.30% 11.33% 

Partnership Firm 10000000 10.30% 11.33% 

Domestic Company 10000000 10.30% 11.33% 

Com pa n y oth er th a n Dom es t ic 

Company 

10000000 10.30% 10.5575% 

STCG on as s e t s o t he r t han lis t e d 

Securities 

Individual, HUF, AOP & BOI 

Partnership Firm 

Domestic Company 

Com pa n y oth er th a n Dom es t ic 

Company  

LTCG on as s e t s o t he r t han Lis t e d 

Securities 

Individual, HUF, AOP & BOI 

Partnership Firm 

Domestic Company 

Com pa n y oth er th a n Dom es t ic 

Company       

10,00,000 

100,00,000

 

100,00,000

 

100,00,000

     

1000000 

10000000 

10000000 

10000000      

As per 

Slab 

30.90% 

30.90% 

41.20%     

20.60% 

20.60% 

20.60% 

20.60%      

As per 

Slab 

33.99% 

33.99% 

42.23%     

22.66% 

22.66% 

22.66% 

21.115%     



 
Fringe Benefit Tax 

AOP/BOI 

Domestic Company, Firm etc. 

Com pa n y oth er th a n Dom es t ic 

Company 

Dividend Distribution Tax 

By Domestic Company 

By Mon ey Ma rket Mu tu a l Fu n d or 

Liquid Fund 

By other Mutual Funds 

-For In com e d is t r ibu ted to In d ividu a l 

/HUF 

- For income distributed to others.  

Securities Transaction Tax 

Delivery ba s ed pu rch a s e of a n Equ ity 

Sh a re in Com pa n y or a Un it of a n 

Equity Oriented Fund  

Delivery ba s ed s a le of a n Equ ity Sh a re 

in Com pa n y or a Un it of a n Equ ity 

Oriented Fund  

Non Delivery ba s ed s a le of a n Equ ity 

Sh a re in Com pa n y or a Un it of a n 

Equity Oriented Fund  

Derivatives (Futures & Options)  

Repu rch a s e of Un its of a n Equ ity 

Oriented Fund    

1000000 

Nil 

Nil  

30.90% 

30.90% 

30.90%                                

33.99% 

33.99% 

31.6725%    

16.995% 

28.325%   

14.1625%  

22.66%    

0.125%    

0.125%    

0.025%   

0.017%  

0.250%    



 
Banking Cash Transaction Tax 

Individual or HUF 

Oth er th a n in d ividu a l or HUF (oth er 

th a n office or es ta b lis h m en t of Cen tra l 

or State Government)   

50000   

100000  

0.1%   

0.1%   

2.  PERSONAL TAXATION  

2.1.  Deduction in respect of medical insurance premium 80D   

In rega rd to dedu ct ion a dm is s ib le for m ed ica l in s u ra n ce p rem iu m 

the following changes have been made. 

 

th e lim it of dedu ct ion a va ila b le is in crea s ed to Rs . 15 ,000 / - a n d 

Rs . 20 ,000 / - res pect ively for in d ividu a l/ HUF a n d s en ior cit izen 

from existing ceiling of Rs. 10,000 and Rs. 15,000/- 

 

Ea r lier th e pa ym en t of th e in s u ra n ce p rem iu m wa s requ ired to be 

m a de on ly by cros s ed A/ c. pa yee ch equ e. Now a ll m odes or 

payment, except cash is permissible. 

(clause 20 of the Finance Bill)  

2.2  De duc t ion in re s pe c t o f c ont ribut ion t o pe ns ion s c he m e o f 

Central Government u/s. 80CCD  

Un der th e exis t in g p rovis ion s of s ect ion 80CCD pen s ion 

con tr ibu t ion wa s eligib le for dedu ct ion on ly in res pect of Cen tra l 

Govern m en t em ployees . It is p ropos ed to exten d th e s a id ben efit to 

th e con tr ibu t ion m a de in n ot ified pen s ion s ch em e by em ployers 

other than Central Government. The deduction is admissible to the 

exten t of 10% of th e s a la ry. A con s equ en t ia l a m en dm en t h a s a ls o 

been m a de in s ect ion  7 (iii) s o a s to in clu de th e con tr ibu t ion m a de 

by th e em ployer to s u ch pen s ion fu n d a s in com e ch a rgea b le to ta x 

in th e h a n ds of th e em ployees . Th e a m en dm en t is p ropos ed to be 

made retrospectively from A.Y. 2004-05  



 
It m a y be n oted th a t dedu ct ion u / s . 80CCD is a va ila b le s u b ject to 

a n overa ll ca p . Of Rs . 1 la kh p rovided  by u / s . 80CCE wh ich 

includes deductions u/s. 80C and 80CCC as well.  

(Clause 19 of the Finance Bill)  

2.3 De duc t ion in re s pe c t o f in t e re s t on loan t ake n for h ighe r 

education u/s. 80E   

Un der th e p res en t s ch em e a n y in d ividu a l is eligib le for dedu ct ion 

of interest paid on education loan for his own higher studies under 

s ect ion 80E. It is n ow p ropos ed th a t th e dedu ct ion for in teres t will 

be a va ila b le wh en th e a m ou n t is borrowed by a pers on  for th e 

pu rpos e of s tu d ies for eith er h im s elf or th a t of h is / h er s pou s e or 

ch ild ren . Th is a m en dm en t h a s a ddres s ed a lon g s ta n d in g dem a n d 

of assessees.  

2.4 Pe rquis it e s in t he form of Re s ide nt ial Hous e Provide d t o 

employees u/s. 17(2)   

 

Deem ed va lu e of th e perqu is ite in th e form of u n fu rn is h ed 

res iden t ia l h ou s e own ed by th e em ployer wou ld be d ifferen ce 

between 10% of s a la r ies a n d th e ren t recovered in ca s e wh ere 

accommodation is provided in large towns (with population of more 

th a n 4 la kh a s per 1991 cen s u s ) u p to A.Y. 2005-06 . In s m a ller 

town th e d ifferen ce h a s to be worked ou t with referen ce to 7 .5% of 

Salaries. 

 

Th e a fores a id ra te of 10% a n d 7 .5% wou ld in crea s e to 20% a n d 

15% for la rge town s a n d s m a ll town s res pect ively w.e.f. A.Y. 2006-

07.  

(Clause 10 of the Finance Bill).     



2.5 Taxation of Employees “Stock Options u/.s. 17(2)  

Hitherto, concession given to the employees at the time of  allotting 

s h a res of th e em ployer com pa n y u n der th e Em ployees Stock 

Op t ion Pla n (ESOP) wa s s pecifica lly exclu ded from th e defin it ion of  

“perqu is ites ” wh ere th e p la n wa s fra m ed in a ccorda n ce with th e 

gu idelin es is s u ed b y th e Cen tra l Govern m en t . It is p rop os ed to 

rem ove th e s pecific exclu s ion from th e defin it ion of perqu is ite. A 

s im u lta n eou s a m en dm en t is a ls o bein g m a de for ta xin g th e ESOPs 

granted as Fringe Benefit in the hands of the employer. Though the 

a m en dm en t clea r ly is in ten ded to ta x ESOPs a s fr in ge ben efits , th e 

a m en dm en ts in th e p res en t form wou ld n eed tu n in g to a void a 

zea lou s ta x officia l from im pos in g ta x in th e h a n ds of th e 

em ployees , wh ile a ls o levyin g th e Fr in ge Ben efit Ta x in th e h a n ds 

of the employer.  

(Clause 10 of the Finance Bill) 

3. CORPORATE TAXATION 

3.1. Minimum Alternative Tax (MAT) u/s. 115JB  

In com e of u n its es ta b lis h ed in Free Tra de Zon es or a s Softwa re 

Tech n ology Pa rks Un its (STP Un its ) or a s 100% Expor t Or ien ted 

Units (EOUs) not only enjoyed complete tax exemption in respect of 

th eir expor t p rofits , bu t th e s a id p rofits were a ls o s pa red from th e 

levy of MAT. It is n ow p ropos ed th a t th e s a id p rofits exem pted u / s . 

10A a n d 10 wou ld be requ ired to be in clu ded in th e book p rofit for 

com pu tin g th e Ma t . Th is ca n h a ve s ign ifica n t im pa ct a s th e book 

p rofits of th es e com pa n ies cou ld be m u ch h igh er th a n th e n orm a l 

in com e u n der th e ta x la ws . Accord in gly th es e com pa n ies s h a ll be 

lia b le to pa y m in im u m Ta x @ 11 .33% (with s u rch a rge) or 10 .30% 

(with ou t s u rch a rge). MAT s o pa id is h owever a va ila b le for s et off 

against the normal tax payable for subsequent years.   

S in ce u n it in s pecia l Econ om ic Zon es a re eligib le to cla im 

dedu ct ion u / s . 10 AA (a n d n ot u / s . 10A/ 10B) th ey con t in u e to 

remain out of the tax net even after the proposed amendment.  

(Clause 26 of the finance Bill) 



 
3.2 Dividend Distribution Tax u/s. 115-O  

Ra te of d ividen d d is t r ibu t ion ta x h a s been ra is ed to 15% (effect ive 

16 .005%) from exis t in g 12 .5% (effect ive 14 .025%) for th e dividend 

declared distributed or paid after 1st April, 2007  

(Clause 27 of the Finance Bill)  

3.3 Territorial limits of Income tax Act to also include air space.  

In com e ta x Act a pp lies to th e wh ole of th e In d ia . Th e term “In d ia ” 

defin ite u / s . 2 (25A) rea d with Terr itor ia l Wa ters , Con t in en ta l 

Sh elf, Exclu s ive Econ om ic Zon e a n d oth er Ma r it im e Zon e Act 1976 

rea d with Ar t icle 2 97 of th e Con s t itu t ion of In d ia a n d va r iou s 

n ot ifica t ion s is s u ed u n der th e s a id Terr itor ia l Wa ters Act , in clu ded 

th e ter r itor ia l wa ters , con t in en ta l s h elf a n d exclu s ive econ om ic 

zon es a n d a ir s pa ce a bove th a t were con s idered a s pa r t of In d ia for 

th e pu rpos e of ta xin g in com e a r is in g th erein . To cla r ify th e s a id 

pos it ion , a ret ros pect ive a m en dm en t is p ropos ed w.e.f. 25 th 

Au gu s t , 1 976 for a void in g a n y pos s ib le a rgu m en t a bou t exten d in g 

th e s cope of ta xa t ion to a n y of th es e ter r itor ia l a rea s . Th is 

a m en dm en t ca n h a ve wide ra n gin g im pa ct on th e in com e 

a t t r ibu ta b le to s a tellites a n d th e s ign a ls bea m ed th rou gh th e a ir 

s pa ce. Ta xa t ion of va r iou s TV ch a n n els cou ld a ls o get a ffected by 

this proposed amendment.  

(Clause 3 (f) of the Finance Bill)  

3.4 Se rvic e re nde re d by Non Re s ide nt s , Sc ope o f t axat ion c larifie d 

(Section 9)  

In a n in teres t in g decis ion of th e Su prem e Cou r t in th e ca s e of 

ishikawajma Harima Heavy Industries Ltd. vas. DIT (2007) 288 ITR 

408 (SC) it wa s obs erved th a t in ca s e of fees pa id for Tech n ica l 

Services p rovided by a n on res iden t ca n n ot be ta xed in In d ia 

u n les s th e s ervices were u t ilized in In d ia a n d ren dered in In d ia . 

Th is obs erva t ion is con tra ry to th e s ou rce ru le en u n cia ted in th e 



la w a n d th e pos it ion In d ia h a d ta ken in th e b ila tera l t rea t ies with 

various countries.   

To avoid likely escapement of Income due to the said observation of 

th e Su prem e Cou r t , a ret ros pect ive cla r ifica tory a m en dm en t is 

p ropos ed in th e b ill h erein it h a s been p rovided th a t in teres t , 

roya lty a n d fees for tech n ica l s ervices will be ta xa b le in In d ia if th e 

s a m e a re deem ed to h a ve a ccru ed or a r is en in In d ia by vir tu e of 

s ect ion 9 (1 )(v), (vi) or (vii) ir res pect ive of th e fa ct th a t th e recip ien t 

of s u ch in com e does n ot h a ve a n y res iden ce, p la ce of bu s in es s or 

business connection in India. The Amendment is with retrospective 

effect from 1st day of June, 1976.  

(Clause 5 of the Finance Bill)  

3.5 Be ne fit o f t ax e xe m pt ion de n ie d t o un it s m igrat e d t o SEZ u/ s . 

10AA   

Norm a lly u n der th e p rovis ion s of th e In com e Ta x Act wh ich a re in 

th e n a tu re of ta x h olida ys for a n u n der ta k in g ben efit of dedu ct ion 

or exem ption a va ila b le to n ewly es ta b lis h ed u n der ta k in gs is 

gen era lly den ied to u n der ta k in g wh ich a re recon s tru cted or s p ilit 

u p . However in a bs en ce of s u ch p rovis ion s in Sect ion 10AA, th ere 

wa s n o p roh ib it ion for u n its wh ich were s et u p in a SEZ by th e 

s p lit t in g u p recon s tru ct ion of a n exis t in g bu s in es s . Th es e u n its 

were given dedu ct ion for a per iod of 15 yea rs (i.e. 5 yea rs 100%, 

n ext 5 yea rs 50% a n d la s t 5 yea rs 50% s u b ject to crea t ion of 

reserves) from the date on which the commenced production in the 

SEZ. Th ere wa s a m en dm en t m a de in th e SEZ ru les to t ry to p lu g 

s u ch recon s tru ct ion / s p ilit u p . Now a ret ros pect ive a m en dm en t is 

p ropos ed in th e b ill (w.e.f. 10 th Feb ru a ry 2006) to p rovide th a t 

deduction will not be allowed to the unit which are.   



 
Set u p by s p lit t in g u p , or th e recon s tru ct ion of a bu s in es s 

a lrea dy in exis ten ce (excep t in th e circu m s ta n ces p rovided in 

section 33 B) or 

 
Form ed by th e t ra n s fer to th e n ew bu s in es s of m a ch in ery or 

plant   previously used for any purpose in India consisting of 

m ore th a n 20% of th e tota l va lu e of th e p la n t a n d m a ch in ery 

of the unit. 

The retrospective amendment will cause hardship to all those units 

wh o reloca ted to th e SEZs ba s ed on th e exis t in g la w a n d d oes n ot 

a ppea r to be con s is ten t with th e policy a n n ou n cem en t in rela t ion 

to SEZ which were brought about after extensive debate. 

(Clause 7 of the Finance Bill)  

3.6 Income of Venture Capital Company or Funds u/s. 10(23FB) 

U/ s . 10 (23FB) en t ire in com e of a Ven tu re Ca p ita l Com pa n y Fu n d 

(VC) is exempted from tax. Two major amendments are proposed in 

the Finance Bill in respect of income of the VC. 

 

Exemption will be admissible only in respect of investment in 

Venture Capital Undertakings and not of the entire income. 

 

Exem ption for in com e from in ves tm en t is lim ited to 

investments in the business of. 

1.  nanotechnology. 

2.  IT relating to hardware and Software development. 

3.  Seed research and development. 

4.  bio-technology. 

5.  R & D of new chemical entities in the pharmaceutical sector 

6.  production of bio-fuels or 

7.  bu ild in g a n d opera t in g com pos ite h otel cu m con ven t ion 

centre with seating capacity of more than 3000 or 

8.  in dairy or poultry industry.  

With th is a m en dm en t th e ta x n eu tra lity a fforded to th e 

in ves tors in ves t in g th rou gh s u ch VCFs m a y be los t , 

especially where the VDFs are structured as companies. 

(Clause 6(g) of the Finance Bill) 



 
3.7 We ight e d De duc t ion o f 1 5 0 % for s c ie n t ific re s e arc h on in -

house R & D u/s. 35(2AB)  

As per th e exis t in g p rovis ion s , com pa n ies en ga ged in s pecified 

in du s tr ies a re en t it led to cla im dedu ct ion or 150% of th e expen s es 

in cu rred on in -h ou s e s cien t ific res ea rch p rovided th eir la bora tory 

is a pproved by th e a ppropr ia te a u th or ity on or b efore 31 st Ma rch , 

2007 . Th e da te by wh ich th e a pprova l of th e la bora tory is to be 

obtained is extended to 31st March, 2012. It may be noted that this 

weigh ted dedu ct ion is a va ila b le to th e pers on s en ga ged in th e 

bu s in es s of b io-tech n ology, d ru gs , ph a rm a ceu t ica ls , elect ron ic 

equipments, computers, telecom equipments, chemicals, helicopter 

computer software and automobiles.  

(Clause 11 of the Finance Bill)  

4. DEDUCTION AND EXEMPTIONS  

4.1 Compensation on account of Disaster u/s. 10(10BC)   

Individual or their heirs receive compensation on account of loss of 

a s s ets or pers on a l in ju ry in flicted du r in g a d is a s ter . Am en dm en t is 

p ropos ed for exem ptin g th e a m ou n t received a s com pen s a t ion by 

th e in d ividu a l or th eir h eirs from Cen tra l or Sta te Govern m en t or 

by a loca l a u th or ity. However , if com pen s a t ion is for m it iga t in g a n 

expen s es or los s es dedu ct ion wh ich is a lrea dy given u n der th e 

income-ta x Act th en to th e exten t of recou pm en t of s u ch expenses 

or losses the compensation received is taxable.  

4.2 Issuance of Tax Free Bonds by State Pooled finance Entity u/s. 

10(15)(vii)   

Provis ion is m a de for n ot ifyin g th e bon ds is s u ed by th e Sta te 

Pooled fin a n ce En t it les s et u p u n der pooled fin a n ce development 

scheme of the Ministry of Urban Development as tax exempt bonds 



a n d on s u ch n ot ifica t ion , in teres t on s u ch bon ds wou ld be free 

from tax.  

(Clause 6(b) of the finance Bill)  

4.3 De duc t ion o f profit s from bus ine s s o f lay ing and ope rat ing 

distribution network of natural gas u/s. 80IA    

It is proposed to introduce a new incentive in the from of deduction 

of p rofits from th e bu s in es s of la yin g a n d opera t in g cros s cou n try 

d is t r ibu t ion n etwork of n a tu ra l ga s in clu d in g p ipelin e a n d s tora ge 

fa cilit ies bein g a n in tegra l pa r t of s u ch n etwork . Th e ded u ct ion is 

admissible on the following terms and conditions.   

 

It is own ed by a n com pa n y regis tered in In d ia or by a 

con s or t iu m of s u ch com pa n ies or a s ta tu tory a u th or ity 

boa rd or a corpora t ion es ta b lis h ed u n der Sta te or Cen tra l 

Act. 

 

It is a p p roved b y th e Petroleu m a n d Na tu ra l Ga s 

Regu la tory Boa rd a n d n ot ified by th e Cen tra l 

Government. 

 

The operations starts on or after 1st April 2007. 

 

At lea s t 1 / 3 rd of it s tota l p ip elin e ca pa city is a va ila b le to 

pers on s oth er th a n a s s ocia te con cern s for it s u s e on 

common carrier basis. 

 

This business should not have been set up by splitting up 

or th e recon s tru ct ion of a bu s in es s a lrea dy in exis ten ce 

except in the manner provided in section 338 of the Act. 

 

It s h ou ld n ot h a ve been form ed by t ra n s fer to th e n ew 

bu s in es s m a ch in ery or p la n t p reviou s ly u s ed for a n y 

pu rpos e in In d ia beyon d 20% of th e tota l va lu e of 

machinery of plant used for the business. 

 

It a ls o fu lfills s u ch oth er term s a n d con d it ion a s m a y be 

prescribed.  



The term Associated Concern is defined to be a person. 

 
Wh o pa r t icipa te d irect ly or in d irect ly in th e m a n a gem en t , 

control or capital of the assessee. 

 
Wh o h olds d irect ly or in d irect ly s h a res ca r ryin g a t lea s t 26 % 

of total voting power. 

 
Wh o a ppoin ts m a jor ity of th e d irectors on th e Boa rd or 

Mem bers of th e govern in g boa rd or on e or m ore execu t ive 

directors/executive members of member such boards? 

 

Wh o gu a ra n tees a t lea s t 10% of th e tota l borrowin gs by th e 

assessee.  

Dedu ct ion of 100% of th e p rofits of s u ch bu s in es s is a va ila b le for a 

per iod of 10 con s ecu t ive yea rs ou t of fir s t 15 yea rs of 

commencement of operations. 

(Clause 22 of the finance Bill)  

4.4 Navigat ional c hanne l in t he s e a inc lude d as in fras t ruc t ure 

facility u/s. 80-IA(4).  

Exp la n a t ion to Sect ion 80 -IA(4) wh ich defin es th e term 

in fra s t ru ctu re fa cility is p ropos ed to be a m en ded for givin g th e 

ben efits of 80 -IA to n a viga t ion a l ch a n n els in th e s ea . Dedu ct ion is 

available for a period of 10 consecutive assessment years out of the 

firs t 15 yea rs of it s opera t ion s . Su ch dedu ct ion is a va ila b le to a n 

enterprise carrying on the business of (i) developing of (ii) operating 

a n d m a in ta in in g or (iii) develop in g opera t in g a n d m a in ta in in g, 

s u b ject to fu lfillm en t of oth er con d it ion s a pp lica b le for eligib ility of 

deduction u/s. 80-IA(4)  

4.5 Deduction u/s. 80 IA/80 IB – Extension of Sunset Dates.  

As per th e exis t in g p rovis ion s for bein g eligib le for get t in g th e 

deduction u/s 80-IA/80 IB the business were required to be set up 

or th e p rodu ct ion wa s requ ired to com m en ce on or before th e 

s pecified da tes . In res pect of recon s tru ct ion or reviva l of a power 

gen era t in g p la n t (Da bh ol) a n d n ew in d u s tr ia l u n der ta k in g in J & K 



th e s pecified da te is 31 st Ma rch 2007 . Am en dm en ts h a ve been 

proposed to extended the said period as mentioned below.  

Sector Cla u s e of 

Sect ion 80 -

IA/80-IB 

Origin a l la s t 

da te for s et t in g 

up 

Propos ed la s t 

da te for s et t in g 

up 

Reviva l of Power 

Unit 

80-IA(4)(v) 31/3/2007 31/3/2007 

Industrial 

Undertaking in J 

& K 

80-IB (4) 31/3/2007 31/3/2007 

 

4.6 De duc t ion for ne wly s e t up Hot e ls / Conve nt ion Ce nt e rs around 

Delhi  u/s. 80-ID.  

For givin g boos t to th e a ct ivity of s et t in g u p th e h otels a n d 

con ven t ion cen tres in a n d a rou n d New Delh i to m eet with th e 

requ irem en t of for th com in g Com m on wea lth Ga m es in th e yea r 

2010 , n ew in cen t ives in s er ted for th e Hotels a n d con ven t ion 

centres set up in and around New Delhi by inserting Section 80-ID. 

Proposed scheme of deduction as under. 

 

Th e h otel s h ou ld com m en ce fu n ct ion in g a n d th e con ven t ion 

cen tre is con s tru cted du r in g th e per iod between 1 st Apr il 

2007 and 31st March, 2010. 

 

Th e h otel s h ou ld be cla s s ified a s a two s ta r th ree s ta r of fou r 

s ta r h otel by th e Cen tra l Govern m en t a n d th e con ven t ion 

centres should satisfy the conditions to be prescribed. 

 

Su ch h otel or con ven t ion cen tre s h ou ld be s itu a ted in 

Nation a l Ca p ita l Terr itory of Delh i or in th e Dis t r icts of 

Faridabad Gurgaon Gautam Budhnagar or Gaziabad. 

 

It is n ot s et u p by s p lit t in g u p , or recon s tru ct ion of a 

bu s in es s a lrea dy in exis ten ce or by t ra n s fer to a n ew 

business the building machinery or palnt previously used for 

a n y pu rpos e in In d ia wh ich it is perm is s ib le to u s e old 

m a ch in ery or p la n t to th e exten t of 20 % of th e tota l va lu e of 



m a ch in ery or p la n t , it is n ot pos s ib le to u s e a n y pa r t of a n 

existing building used for any purpose. 

Dedu ct ion is a va ila b le of 100% of th e p rofits is a va ila b le for per iod 

of 5 con s ecu t ive yea rs , begin n in g with th e yea r of com m en cem en t 

of operations. 

(Clause 24 of the finance B ill)  

4.7 Other Amendment in Section 80-IA   

Two a m en dm en ts h a ve been m a de in th e s ch em e for d edu ction 

u/s. 80-IA of the Act. 

 

Un der th e exis t in g s ch em e, th e ded u ct ion u / s . 80 IA is 

continued to be allowed to an undertaking or business in the 

h a n ds of th e a m a lga m a ted com pa n y or res u lt in g com pa n y 

con s equ en t u pon a m a lga m a tion or dem erger by vir tu e of 

section 80 IA(12). Th e s a id s u b -s ect ion a ls o p rovides th a t in 

th e yea rof a m a lga m a tion or dem erger , th e dedu ct ion wou ld 

n ot be a llowed to th e a m a lga m a tin g com pa n y or dem erged 

com pa n y. Th is p rovis ion wa s ca u s in g h a rds h ip in ca s es of 

a m a lga m a tion / dem erger effect ive on d a tes oth er th a n th e 

fir s t da te of th e p reviou s eya r a n d a ls o in ca s es of t ra n s fer of 

u n der ta k in g a n d bu s in es s es oth erwis e th a n by wa y of 

a m a lga m a tion a n d dem ergers , s a y by wa y of s a le a s a goin g 

con cern . In view th ereof, it is p rovided th a t th e p rovis ion s of 

s ect ion 80 -IA(12) s h a ll n ot a pp ly in res pect of a m a lga m a tion 

a n d dem ergers a fter 1 st Apr il 2007 , it m a y h owever lea d to 

d ifficu lt ies in ca s e on e wou ld wron gly ten d to in terp ret th a t 

in th e a bs en ce of th e p rovis ion s , th e dedu ct ion will n ot be 

allowed in th e h a n ds of th e a m a lga m a ted or res u lt in g 

com pa n y pos t a m a lga m a tion or dem erger for a m a lga m a tion 

or demerger after 1st April, 2007.   



 
Retros pect ive a m en dm en t with effect from 1 st Apr il 2000 is 

s ou gh t to be m a de by in s er t in g exp la n a t ion to s ect ion 80 -IA 

s h a ll n ot be a va ila b le to th e pers on s en ga ged in th e 

execu t ion of works con tra ct en tered in to with u n der ta k in g or 

en terp r is e eligib le for dedu ct ion u / s . 80 -IA. Th e a m en dm en t 

a ppea rs to h a ve been in t rodu ced in view of th e dedu ct ion of 

Bom ba y ben ch of ITAT in th e ca s e of Pa tel En gin eer in g Co. 

Ltd . (2005) 94 ITD 411 a n d of Hydera ba d Ben ch of ITAT in 

the case of Ocean Sparkle Ltd. vs. Dy. CIT (2005) 99 TT) 582. 

Th e a m en dm en t a ppea rs to b e s weep in g a n d con tra ry to th e 

ba s ic p rovis ion of s ect ion 80 -IA wh erein s pecific dedu ct ion 

h a s been given for opera t in g a n d m a in ten a n ce with ou t 

developm en t th ereof) of a n in fra s t ru ctu re fa cility a n d given 

th a t th es e works a re gen era lly don e u n der a con tra ct for 

opera t ion s a n d m a in ten a n ce bein g a works con tra ct with th e 

facility. 

(Clause 22 of the Finance Bill)  

5  TAX DEDICTED AT SOURCE 

5.1. Rate of Tax Deducted at Source 

Payment to Individual/HUF (where payment or Likely payment during year is more 

than Rs. 10 Lakhs) 

Nature of 

Payment 

Section Existing Proposed (w.e.f. 1st June 2007 

  

Rate SC 

@10% 

EC @ 

2 % 

Total Rate SC @ 

10% 

EC @ 

3% 

Total 

Commission/Br

okerage 

194H 5 0.5 0.11 5.61 10 1 0.33 11.33 

Re n t for 

Machinery/Plan

t/Equipment 

194-I 15 1.5 0.33 16.83 10 1 0.33 11.33 

Professional 

Fees 

194J 5 0.5 0.11 5.61 10 1 0.33 11.33 

   



 
Payment to Individual/HUF (where payment or Likely payment during 

year is less than Rs. 10 Lakhs) 

Nature of Payment Section Existing Proposed (q.e.f. 

1 st June, 2007 

  
Rate EC 

@ 

2% 

Total Rate EC 

@ 

3% 

Total 

Commission/Brokerage 194H 5 0.1 5.1 10 0.3 10.3 

Ren t for Ma ch in ery/ Pla n t 

/Equipment 

194-I 15 0.3 15.3 10 0.3 10.3 

Professional Fees 194J 5 0.1 5.1 10 0.3 10.3 

 

Payment to Individual/HUF (where payment or Likely payment during year is more 

than Rs. 1.00 Crore) 

Nature of 

Payment 

Section Existing Proposed (w.e.f. 1st June 2007 

  

Rate SC 

@10% 

EC @ 

2 % 

Total Rate SC @ 

10% 

EC @ 

3% 

Total 

Commission/Br

okerage 

194H 5 0.1 0.11 5.61 10 1 0.33 11.33 

Re n t for 

Machinery/Plan

t/Equipment 

194-I 20 2 0.44 22.44 10 1 0.33 11.33 

Professional 

Fees 

194J 5 0.5 0.11 5.61 10 1 0.33 11.33 

 

Payment to Com panie s / Firm s (Whe re paym e nt or 

like ly paym e nt during t he ye ar is le s s 

than Rs. 1 cores) 

Nature of Payment Section

 

Existing Propos ed (w.e.f. 

1 st June, 2007) 

  

Rate

 

SC 

@ 

10%

 

EC @ 

2% 

Total Rate

 

EC 

@ 

3% 

Total

 

Interest on Securities (*) 193 20 2 0.44 22.44

 

20 0.6 20.6 



In teres t on oth er th a n 

Securities (*) 

194A 20 2 0.44 22.44

 
20 0.6 20.6 

Winning from Lotteries 194B 30 3 0.66 33.66

 
30 0.9 30.9 

Contractors 194C 2 0.2 0.044

 
2.244

 
2 0.06

 
2.06 

Sub-

Contractors/Advertisement

 
194C 1 0.1 0.022

 
1.122

 
1 0.03

 
10.3 

Insurance Commission (*) 194D 20 2 0.44 22.44

 

20 0.6 20.6 

 

6. MISCELLANEOUS  

6.1 Capital Gain  

Works of Arts now liable to Capital Gains Tax – Section 2(14)   

Ca p ita l ga in s is levied on t ra n s fer of ca p ita l a s s ets . Th e term 

Ca p ita l As s ets is defin ed in s ect ion 2 (14 ) a n d th e s a id defin it ion 

excludes personal effects. Accordingly, under the present definition 

ga in a r is in g from tra n s fer of pers on a l effects wa s n ot ch a rgea b le to 

ta x, Arch eologica l collect ion s , d ra win gs , pa in t in gs , s cu lp tu res or 

any other work of art which are kept by an Art lover or art collector 

a n d h eld for pers on a l u s e were con s idered a s pers on a l effects a n d 

gains arising therefrom also escaped the tax net.   

Am en dm en t is p ropos ed in th e defin it ion of ca p ita l a s s et con ta in ed 

in s ect ion 2 (14) s o a s to in clu de th es e item s of Arch eologica l 

collect ion s , d ra win gs , pa in t in gs s cu lp tu res a n d a n y work of a r t 

with in th e defin it ion of ca p ita l a s s et a n d th u s ga in a r is in g 

therefrom chargeable to capital gain tax. 

(Clause 3(d) of the Finance Bill)       



 
6.2 Eligible investment in specified securities u/s. 54EEC  

Un der th e exis t in g s ch em e of ta xa t ion . If th e a s s es s ee m a kes a n 

in ves tm en t in th e eligib le s ecu r it ies (bein g bon ds is s u ed by 

n a t ion a l High wa ys Au th or ity of In d ia or Ru ra l Electr ifica t ion 

Corpora t ion h a vin g m a tu r ity of n ot les s th a n 3 yea rs ), lon g term 

ca p ita l ga in s to th e exten t of in ves tm en t s o m a de wa s exem pted 

from ta x. Th e ben efit of in ves tm en t wa s a llowa b le with ou t a n y 

m on eta ry lim its . Du r in g th e fin a n cia l yea r 2006 , th e Govern m en t 

wh ile n ot ifyin g th e bon ds decided to pu t a n a r t ificia l ceilin g of Rs . 

50 la cs per yea r for in ves tm en t in th es e bon ds a n d a ccord in gly n o 

pers on cou ld cla im exem ption of a m ou n t exceed in g Rs . 50 la kh in 

a yea r . Th ere were dou b ts a bou t th e com peten ce of th e 

Govern m en t to im pos e th e ceilin gs , with ou t th ere bein g a u th or ity 

to do s o u n der th e Act , Retros pect ive a m en dm en ts a re p ropos ed to 

va lida te th e n ot ifica t ion s is s u ed by th e Govern m en t du r in g th e 

fin a n cia l yea r 2006-07 p la cin g th e lim it of Rs . 50 la kh s for 

investment in these securities.  

Goin g forwa rd a n a m en dm en t is p ropos ed in s ect ion 54EC for 

limiting the exemption to Rs. 50 lakhs per year. 

(Clause 15 of the Finance Bill)  

7. Advance Payment of FBT u/s. 115WJ(2)  

Un der th e exis t in g p rovis ion FBT requ ired to be com pu ted on a 

qu a r ter ly ba s is by a ll a s s es s ees a n d th e pa ym en t th ereof is a ls o 

requ ires to be m a d e on qu a r ter ly ba s is with in a per iod of 15 da ys 

a fter en d for th e res pect ive qu a r ter a n d in ca s e of la s t qu a r ter 

ending on 31st March on or before 1`5th of March. This was causing 

lot of h a rds h ip to th e a s s es s ees a s s pecific com pu ta t ion s were 

requ ired to be m a d e for ea ch qu a r ter . Even retu rn of  FBT wa s 

ca llin g for in form a t ion on a qu a r ter ly ba s is . Am en dm en ts a re 

p ropos ed to obvia te th es e d ifficu lt ies a n d it is n ow p rovided th a t 

th e Adva n ce FBT is to be pa id on th e s a m e da tes a s n orm a l 



a dva n ce ta x by th e corpora te n on -corpora te en t it les . Accord in gly 

Advance FBT will be payable as under.  

Due date of Payment Extent of Payment 

 
Company Non-Company 

15th June 15% of Total FBT  NIL 

15th September Upto 45% 30% of Total FBT 

15th December Upto 75% Upto 60% 

15th March Balance Balance 

  

In ca s e of s h or t fa ll of a n y of th e in s ta llm en t in teres t @ 1% per 

month or part thereof. 

(Clause 30 to 33 of the Finance Bill) 

7.1 Taxat ion o f Gift s re c e ive d in t he hands o f re c ipie n t Se c t ion 

56(2)(vi)  

Fin a n ce (No. 2 ) 2004 w.e.f. 1 st Sep tem ber 2004 h a d in t rodu ced a 

p rovis ion wh erein th e gifts received by a n in d ividu a l of HUF from 

a n y pers on wou ld be requ ired to be in clu ded a s in com e from oth er 

s ou rces u n les s s u ch gift fell with in exem pted ca tegor ies . 

Con s equ en t to a m en dm en ts m a de by Ta xa t ion La ws (Am en dm en t) 

Act 2006 p rovis ion s of Sect ion 56 (2 )(v) a s or igin a lly in t rodu ced 

were a m en ded a n d effect ively th e gift s were m a de ta xa b le u / s . 

56 (2 ) of th e Act . However con s equ en t ia l a m en dm en t were 0m it ted 

to be m a de in s ect ion 3 (24 ) of th e Act defin in g it is in com e. To 

correct th is a n om a ly, a m en dm en t is p ropos ed in s ect ion 2 (24 ) 

w.e.f. A.Y. 2006-07 to include the gifts within the scope of income.  

Fu r th er , a n y gifts received from a n y loca l a u th or ity, a n y fu n d or 

fou n da t ion or u n ivers ity or oth er edu ca t ion a l in s t itu t ion or 

h os p ita l or oth er m ed ica l in s t itu t ion or a n y t ru s t regis tered u / s 

10 (23C) or 12AA s h a ll a ls o n ot be ta xa b le in th e h a n ds of th e 

recip ien t of th e gift . Th is is in ten ded to h a ve ret ros pect ive effect 

from Asst. Year 2005-06 

(Clause 16 of the Finance Bill)  



 
7.2 Dis allowanc e o f e ac h e xpe ndit ure e xc e e ding Rs . 2 0 ,0 0 0 u/ s . 

40A(3)  

As per the existing provisions only 20% of the expenditure incurred 

oth erwis e th a n by cros s ed a ccou n t pa yee ch equ e or dem a n d d ra ft 

exceed in g Rs . 20 ,000 / - is d is a llowa b le, u n les s th e pa ym en t fa lls 

with in th e excep t ion s ca rved ou t in Ru le 6 DD of th e In com e Ta x 

Ru les . It is n ow p ropos ed th a t wh ole of s u ch expen d itu re will be 

d is a llowed . At ten t ion is in vited h ere to th e Ta xa t ion La ws 

(Am en dm en t( Act 2 006 with effect from 13 th J u ly, 2006 , a s a res u lt 

of wh ich th e pa ym en t ca n n o lon ger be m a de by cros s ed ch equ e. 

Th e pa ym en t is n ow requ ired to be made by crossed account payee 

cheque / drafts. 

(Clause 13 of the Finance Bill)  

VALUE ADDED TAX & CENTRAL SALES TAX

  

VAT & CST  

In th e bu dget s peech , th e Hon ’b le Fin a n ce Min is ter h a s reitera ted 

his commitment towards phasing out C.S.T. Act in order to prepare 

a roa dm a p for in t rodu cin g  Goods a n d Services Ta x (GST) w.e.f. 1 -

4 -2010 . He h a s a ls o expres s ed h is a pprecia t ion towa rds th e s p ir it 

of co-opera t ive federa lis m d is p la yed by th e Sta te Govts . & th eir 

Fin a n ce Min is ters in im p lem en t in g VAT a ll over th e cou n try. He 

h a s a ls o a ckn owledged th a t Va t h a s p roved to be a n u n qu a lified 

s u cces s . Th e reven u es of th e VAT im plem en t in g Sta tes h a ve 

in crea s ed by 12 .8% in 2005-06 & by 24 .3% in fir s t n in e m on th s of 

2006-07.   

Th e Hon ’b le Fin a n ce Min is ter h a s decla red th a t ra te of C.S.T. on 

interstate sale will be reduced from 4% to 3% w.e.f. 1-4 -2007 when 

s u ch s a les a re s u ppor ted with C/ D form s . Th e rea ders a re a wa re 

th a t a n en a b lin g p rovis ion wa s m a de in s ect ion 8 (1 ) of th e C.S.T. 

Act in 2003 w.e.f. 14-5 -2003 by which the rate of CST was reduced 



to 2%. Th is p rovis ion wou ld becom e effect ive on ly u pon a 

n ot ifica t ion to be is s u ed by th e Cen tra l Govt . wh ich h a s n ot yet 

been issued.   

Th e Hon ’b le Fin a n ce Min is ter h a s n ow p ropos ed to redu ce th e ra te 

of CST to 3% in s tea d of 2% a s s ta ted in th e s ect ion 8 (i). Th erefore, 

it a ppea rs th a t a n a m en dm en t in th e s a id s ect ion wou ld be 

necessary to bring the desired outcome.  

Th e Hon ’b le Fin a n ce Min is ter h a s a ls o a s s u red to com pen s a te th e 

loss to the State Govt. arising out of reduction in rate of C.S.T.  

Th e Hon ’b le Fin a n ce Min is ter h a s m a de a rem a rka b le ch a n ge in 

th e lis t of decla red goods u / s . 14 of th e C.S.T. Act . In 2001 . 

Avia t ion tu rb in e fu el s old to a Tu rbo Prop Aircra ft wa s in s er ted 

u n der s u b -en try No. (iid ) of s ect ion 14 . Sin ce Tu rbo Prop Aircra fts 

h a ve been rep la ced by n ew gen era t ion s m a ll a ircra fts wh ich h a ve 

taken air services to smaller airports and in the remote parts of the 

country he has substituted the above entry as under.  

(iid ) Avia t ion Tu rb in e fu el s old to a n a ircra ft with a m a xim u m ta ke 

off mass of less than forty though kilograms operated by scheduled 

airlines.  

Explanation:- for th e pu rpos e of th is cla u s e Sch edu led a ir lin es 

m ea n s th e a ir lin es wh ich h a ve been perm it ted by th e Cen tra l Govt . 

to operates any scheduled air transport service.   

Th u s , ATF s u pp lied to s u ch a ircra fts is lia b le to CST a t 3% (w.e.f. 

1 -4 - 2007) it it is a n in ter s ta te s a le s u ppor ted with form C/ D. Th e 

loca l s a les th ereof a re lia b le to Va t @ 4%. Th e Sta tes h a ve to 

a m en d th eir s ch edu led u n der VAT la w to m a ke th e a fores a id goods 

lia b le to Va t @ 4% wh ich is a n u pper lim it for decla red goods a s 

per res t r ict ion s im por ted u / s . 15 of th e C.S.T. Act . Th e s ta tes m a y 

h owever redu ce th e ra te of ta x pa ya b le on decla red goods to 3% to 

bring it in the with section 8(1)   



SERVICE TAX

  
1 . CHANGES EFFECTIVE FROM 1-4 -2007  

EXEMPTIONS GRANTED/ENHANCED  

1 .1 Exe m pt ion t o s m all s e rvic e provide rs – Min im um / t hre s ho ld 

limit increased from Rs. 4 lakhs to Rs. 8 lakhs.  

Not ifica t ion n O. 6 / 2 005 da ted 1 -3 -2005 p rovided for a n exem ption 

s ch em e to s m a ll s ervice p roviders by p rovid in g a 

m in im u m / th res h old lim it of Rs . 4 la kh s . Th e lim it of Rs . 4 la kh s is 

in crea s ed to Rs . 8 la kh s w.e.f. 1 -4 -2007 in res pon s e to va r iou s 

representations. Thus w.e.f. 1-4 -2007 aggregate value of all taxable 

service u p to rs . 8 la kh s in a fin a n cia l yea r p rovided from on e or 

m ore p rem is es s h a ll be exem pt from s ervice ta x s u b ject in ter a lia 

to va r iou s con d it ion s a s m en t ion ed in th e or igin a l Not ifica t ion No. 

6 / 2005 da ted 1 -3 -2005 . Con s equ en t ly th e lim it for Com pu ls ory 

regis t ra t ion in res p ect of s ervice p rovider wh o is lia b le to regis ter 

under service tax (Registration of Special Category of persons).   

Ru le 2005 h a s a ls o been in crea s ed from Rs . 3 la kh s to rs . 7 la kh s 

w.e.f. 1 -4 -2007 (Not ifica t ion No. 4 / 2007-ST 5 / 20 07-ST 6 / 2007-ST 

7/2007 ST all dated 1-3 -2007)  

1.2 Service Tax rate maintained at 12% but additional Cess of 1%  

Th e ra te of s ervice ta x a n d edu ca t ion ces s h a s been m a in ta in ed  a t 

12% a n d 2% res pect ively. However , a n a dd it ion a l ces s is p ropos ed 

to be levided kn own a s th e s econ da ry a n d High er Edu ca t ion Ces s 

@ 1% of s ervice ta x a m ou n t . Th u s , a fter en a ctm en t of th e Bill th e 

effect ive ra te of s ervice Ta x in clu d in g Edu ca t ion Ces s a n d 

Secon da ry & High er Edu ca t ion Ces s wou ld be 1 2 .35% (12%+2% 

+1%)      



   
FINANCE BILL 2 0 0 7 PROPOSALS – EFFECTIVE FROM A DATE 

TO BE NOTIFIED AFTER THE ENACTMENT OF THE BILL  

2 . SIX NEW SERVICES BOUGHT UNDER THE SERVICE TAX NET   

S ix n ew s ervice a re p ropos ed to be s pecifica lly in clu ded in th e lis t 

of taxable service. Their scope is explained below.  

2 .1 Services in relation to Mining  

Pres en t ly, cer ta in s ervices in rela t ion to depos its of m in era ls oil or 

n a tu ra l ga s s u ch a s s u rveyin g or m a p m a k in g a re covered u n der 

th e ca tegory of Su rveyin g a n d Exp lora t ion of Min era ls . Th e b ill 

s eeks to in t rodu ce a n ew ca tegory of s ervice s o a s to 

com preh en s ively cover a ll s ervices in rela t ion to m in in g of m in era l, 

oil or ga s in clu d in g exp lora t ion is exp loita t ion of m in era ls oil or 

gas. 

2.2 Renting of Immovable Property for Commercial Purpose   

Th e Bill p ropos es to levy s ervice ta x on ren t in g of im m ova b le 

p roper ty for u s e in th e cou rs e or fu r th era n ce of bu s in es s or 

com m erce (h erein a fter refer red to a s “com m ercia l u s e”) wh ich 

in clu des u s e of im m ova b le p roper ty a s fa ctor ies , office bu ild in g, 

wa reh ou s es , th ea tres , exh ib it ion h a lls a n d m u lt ip le-u s e bu ild in gs . 

Ren t in g in clu des let t in g. Lea s in g, licen s in g or oth er s im ila r 

a r ra n gem en ts . However ,, th e followin g ca s es a re exclu ded viz. 

renting of immovable property :- 

I. By a religious body: or 

II. To a religious body: or 

III. To a n edu ca t ion a l body, oth er th a n “com m ercia l t ra in in g or 

coaching centre.” 

        The expression “ Immovable Property” includes : 

(a) Bu ild in g a n d pa r t ou ts ta n d in g a bu ild in g, a n d th e la n d 

appurtenant thereto ; 



(b) La n d in ciden ta l to th e u s e of s u ch bu ild in g or pa r t of a 

building; 

(c) Th e com m on or s h a red a rea s a n d fa cilit ies rela t in g th ereto; 

and 

(d) In ca s e of a bu ild in g loca ted in a com plex or a n in du s tr ia l 

es ta te, a ll com m on a rea a n d fa cilit ies rela t in g th ereto, with in 

such complex or estate, 

However, “Immovable Property” would exclude the following: 

(a) Va ca n t la n d s olely u s ed for a gr icu ltu re, a qu a cu ltu re, 

farming. Forestry, animal husbandry, mining purposes; 

(b) Va ca n t la n d , wh eth er or n ot h a vin g fa cilit ies clea r ly 

incidental to the use of such vacant land; 

(c) La n d u s ed for edu ca t ion a l, s por ts , circu s , en ter ta in m en t a n d 

parking purposes; and 

(d) Bu ild in g u s ed s olely for res iden t ia l pu rpos es a n d bu ild in g 

u s ed for th e pu rpos e of a ccom m oda t ion , in clu d in g h otels , 

h os tels , boa rd in g h ou s es , h olida y a ccom m oda t ion , ten ts , 

camping facilities. 

An im m ova b le p roper ty wh ich is u s ed pa r t ly for com m ercia l 

pu rpos e a n d pa r t ly for res iden t ia l or a n y oth er pu rpos e s h a ll b e 

con s idered a s u s ed for com m ercia l pu rpos e a n d s ervice ta x wou ld 

be pa ya b le on th e en t ire a m ou n t of ren t pa id for u s e of s u ch 

property.  

Some points be noted : 

(i) Pa rk in g ch a rges in bu ild in g/ bu ild in g com pou n d will a t t ra ct 

s ervice ta x bu t pa rk in g on la n d / s t reet wou ld n ot a t t ra ct 

service tax. 

(ii) Com m on Area Ma in ten a n ce (CAM) wou ld a t t ra cts ervice ta x 

under this category.     



 
2.3 Se rvic e s provide d in re lat ion t o e xe c ut ion o f a works        

contract : 

Th e Bill pu rpos e to levy s ervice ta x on s ervices in volved in th e 

execu t ion of works con tra ct . “ Work con tra ct” h a s been defin ed to 

mean a contract where :- 

(a) t ra n s fer of p roper ty in goods in volved in th e execu t ion of 

such contract is leviable to VAT / sales tax: and 

(b) the contract is of the following nature:-  

(i) erect ion , com m is s ion in g or in s ta lla t ion of p la n t , 

machinery, equipment or structures etc. or 

(ii) con s tru ct ion of a n ew or a civil s t ru ctu re or a pa r t 

thereof, or of a p ip elin e or con du it , p r im a r ily for th e 

purposes of commerce or industry; or 

(iii) con s tru ct ion of a n ew res iden t ia l com plex or a pa r t 

thereof: or 

(iv) com plet ion a n d fin is h in g s ervices , repa ir , a ltera t ion , 

ren ova t ion or res tora t ion of, or s im ila r s ervices , in 

relation to (ii) and (iii); or 

(v) tu rn key p rojects in clu d in g en gin eer in g, p rocu rem en t 

and construction or commissioning (EPC) projects:           

th u s in order to a t t ra ct s ervice ta x th e works con tra ct s h ou ld be 

lia b le for VAT/ s a les ta x a n d m u s t be on e of th e five ca tegor ies 

mentioned above failing which it would not be liable for service tax. 

However , work con tra ct in res pect of roa ds , a irpor ts , ra ilwa ys , 

transport terminals, bridges, tunnels and dams shall be executed.     

The circular D.O.F.No. 334/1/2007-TRU dated 28th February,2007 

is s u ed by Min is t ry of Fin a n ce h a s vide pa ra 6 .4 .2 cla r ified a s 

follows:  

“ Ta xa b le va lu e u n der th is s ervice is th a t pa r t of th e va lu e of 

th e works con tra ct wh ich is rela ta b le to s ervices p rovided in 

th e execu t ion of a works con tra ct . Su ch va lu e is to be 

determined on a ctu a l ba s is ba s ed on th e records m a in ta in ed 



by th e a s s es s ee. However , it is p ropos ed to give a n op t ion to 

a n a s s es s ee to op t for a com pos it ion s ch em e. Un der th e 

com pos it ion s ch em e, th e a s s es s ee is requ ired to pa y 2% of 

th e tota l va lu e of th e works con tra ct a s s ervice ta x. As s es s ee 

op t in g for th e com pos it ion s ch em e is n ot en t it led to a va il 

CENVAT cred it of ca p ita l goods , in pu ts a n d in pu ts s ervices 

requ ired for u s e in th e work s con tra ct . Va lu a t ion of work s 

contra ct a n d deta ils of th e com pos it ion s ch em e will n ot ified 

separately.”    

Service ta x m a y be pa id on th e va lu e of th e works con tra ct a fter 

dedu ct in g th e va lu e of m a ter ia l a s p rovided in Not ifica t ion No. 

12 / 2003 da ted 20 .6 .2003 . Th e oth er a ltern a t ive wou ld be to a va il 

of th e com pos it ion s ch em e (to be n ot ified ) a n d pa y s ervice ta x a t 

2% of th e tota l va lu e in wh ich ca s e n o CENVAT cred it s h ou ld be 

cla im ed . However , in th e fir s t a ltern a t ive CENVAT cred it in res pect 

of in pu t s ervices a n d ca p ita l goods m a y be cla im ed . Fu r th er , it 

a ppea rs th a t in ca s e of works con tra ct th e m a ter ia l com pon en t 

wou ld be exigib le to s ta te VAT a n d th e la bou r / s ervice com pon en t 

wou ld a t t ra ct s ervice ta x. Th e releva n t la ws viz., S ta te VAT a n d th e 

service tax law provide option for valuation.   

2.4 Development and supply of content : 

Th e Bill s eeks to levy s ervice ta x on th e developm en t a n d s u pp ly of 

con ten t for u s e in telecom m u n ica t ion s ervices , a dver t is in g a gen cy 

s ervices a n d on -lin e in form a t ion a n d da ta ba s e a s s es s or ret r ieva l 

s ervices . Developm en t a n d s u pp ly of con ten t in clu des developm en t 

a n d s u pp ly of m ob ile va lu e a dded s ervices , m u s ic, m u s ic, m ovie 

clip s , r in g ton es , wa ll pa per , m ob ile ga m es , da ta , wh eth er or n ot 

a ggrega ted , in form a t ion , n ews a n d a n im a t ion film s . Th u s , con ten t 

provider for mobile phones, web sites which inter alia includes ring 

tones, games, etc. would be liable for service tax.    



 
Here a n im por ta n t poin t to be n oted is th a t th e circu la r D.O.F.No. 

334/1/2007-TRU d a ted 28 th Feb ru a ry, 2007 con ten ds th a t s u ch 

s ervices were lia b le u n der “Bu s in es s Su ppor t Services .” In th e 

author’ view this contention may not be correct. 

   

2.5 Design Services : 

Pres en t ly, in ter ior des ign a n d fa s h ion des ign s ervices a re lia b le for 

s ervice ta x u n der th e ca tegory of  “In ter ior decora tor” a n d “Fa s h ion 

des ign ers .” Th e Bill p ropos es to ta x des ign s ervices oth er th a n  th e 

a bove, like des ign in g of fu rn itu re, con s u m er p rodu cts , in du s tr ia l 

p rodu cts , pa cka ges , logos , gra ph ics , webs ites a n d corpora te 

iden t ity des ign in g a n d p rodu ct ion a n d p rodu ct ion of th ree 

dimen s ion a l m odels . Th e n a tu re of s ervices s pecified a bove a re n ot 

exhaustive but are only indicative.  

2.6 As s e t s  m anage m e nt inc luding port fo lio and all form s o f fund 

management provided by individuals, etc. 

The bill s eeks to ta x a s s et m a n a gem en t in clu d in g por t folio 

m a n a gem en t a n d a ll form s of fu n d m a n a gem en t p rovided by 

s ervice p rovider oth er th os e with in th e a m bit of ba n k in g a n d oth er 

fin a n cia l s ervices u n der a n ew ca tegory of s ervice. Th is is s pecia lly 

to cover por t folio m a n a gem en t s ervices p rovided by in d ividual 

service providers to high net worth individuals.       


