

· SAFETY NET PROPOSED FOR INDEPENDENT DIRECTORS
INDEPENDENT directors may breathe a sigh of relief as the government braces itself to protect them from being held responsible for the wrong-doing of their company, through a number of proposed changes in the Companies Bill, 2008. The bill, which was introduced in the latter half of 2008 but eventually lapsed, will be re-introduced in the ongoing Parliamentary session. The ministry of corporate affairs is willing to introduce further changes to the Bill in respect of the provisions that will guide the performance of independent directors, a move that has been prompted by the large scale resignation of such directors over ambiguity on their role. 

· INDIA INC LAUDS FM FOR GOOD BUDGET
Direct Taxes

· Income tax slabs for individual taxpayers to be as follows
	Income upto Rs 1.6 lakh
	Nil

	Income above Rs. 1.6 lakh and upto Rs. 5 lakh
	10 per cent

	Income above Rs. 5 lakh and upto Rs. 8 lakh
	20 per cent

	Income above Rs. 8 lakh
	30 per cent


· Deduction of an additional amount of Rs. 20,000 allowed, over and above the existing limit of Rs. 1 lakh on tax savings, for investment in long-term infrastructure bonds as notified by the Central Government.
· Besides contributions to health insurance schemes which is currently allowed as deduction under the Income-tax Act, contributions to the Central Government Health Scheme also allowed as a deduction under the same provision.
· Current surcharge of 10 per cent on domestic companies reduced to 7.5 per cent.
· Rate of Minimum Alternate Tax (MAT) increased from the current rate of 15 per cent to 18 per cent of book profits.
· To further encourage R&D across all sectors of the economy, weighted deduction on expenditure incurred on in-house R&D enhanced from 150 per cent to 200 per cent. Weighted deduction on payments made to National Laboratories, research associations, colleges, universities and other institutions, for scientific research enhanced from 125 per cent to 175 per cent.
· Payment made to an approved association engaged in research in social sciences or statistical research to be allowed as a weighted deduction of 125 per cent. The income of such approved research association shall be exempt from tax.

· Limits for turnover over which accounts need to be audited enhanced to Rs. 60 lakh for businesses and to Rs. 15 lakh for professions.
· Limit of turnover for the purpose of presumptive taxation of small businesses enhanced to Rs. 60 lakh.
Indirect Taxes

· Rate reduction in Central Excise duties to be partially rolled back and the standard rate on all non-petroleum products enhanced from 8 per cent to 10 per cent ad valorem.

· The specific rates of duty applicable to Portland cement and cement clinker also adjusted upward proportionately. Similarly, the ad valorem component of excise duty on large cars, multi-utility vehicles and sports-utility vehicles increased by 2 percentage points to 22 per cent.
· Restore the basic duty of 5 per cent on crude petroleum; 7.5 per cent on diesel and petrol and 10 per cent on other refined products. Central Excise duty on petrol and diesel enhanced by Rs.1 per litre each.
· Some structural changes in the excise duty on cigarettes, cigars and cigarillos to be made coupled with some increase in rates. Excise duty on all non-smoking tobacco such as scented tobacco, snuff, chewing tobacco etc to be enhanced. Compounded levy scheme for chewing tobacco and branded unmanufactured tobacco based on the capacity of pouch packing machines to be introduced.
Agriculture & Related Sectors

· Provide project import status with a concessional import duty of 5 per cent for the setting up of mechanized handing systems and pallet racking system in ‘mandis’ or warehouses for food grains and sugar as well as full exemption from service tax for the installation and commissioning of such equipment.
· Provide project import status at a concessional customs duty of 5 percent with full exemption from service tax to the initial setting up and expansion of
· Cold storage, cold room including farm pre-coolers for preservation or storage of agriculture and related sectors produce; and
· Processing units for such produce.

· Provide full exemption from customs duty to refrigeration units required for the manufacture of refrigerated vans or trucks.
· Provide concessional customs duty of 5 per cent to specified agriculture machinery not manufactured in India;
· Provide central excise exemption to specified equipment for preservation, storage and processing of agriculture and related sectors and exemption from service tax to the storage and warehousing of their produce; and
· To exempt the testing and certification of agricultural seeds from service tax.
Environment
· To build the corpus of the National Clean Energy Fund, clean energy cess on coal produced in India at a nominal rate of Rs. 50 per tonne to be levied. This cess will also apply on imported coal.
· FDI regime eased; FIPB can clear deals up to Rs. 1,200 crores
The government permitted the Foreign Investment Promotion Board (FIPB) to clear proposals with a total foreign equity investment of up to Rs. 1,200 crore to encourage faster processing of foreign investment proposals.

Until now, the FIPB could only approve proposals with a total project cost of Rs. 600 crore. The Cabinet Committee on Economic Affairs clears proposals above this threshold.

“With this liberalization, approval is expected to save time and efforts for the FIPB and CCEA and also expedite foreign investment inflow.” Home affairs minister P Chidambaram said after a meeting of CCEA.
The relaxation comes even as government reported better foreign direct investment numbers (FDI). FDI inflows into the country increase 13% in December 2009 to $ 1.542 billion from a year ago.

Between April and December 2009, FDI inflows amounted to $ 20.92 billion, a tad lower than the $21.15 billion in the corresponding period in 2008.

Under the new norms, only equity investments will be considered while deciding whether the project will be put up before CCEA, against the earlier practice of taking into account the total project cost. 

· Habitual absence from work place amounts to misconduct: HC
In a significant judgment, the Bombay High Court has held that habitual absence from work place without taking leave or giving prior intimation amounts to misconduct on the part of employee.
“We are of the view that an employee who is in habit of remaining absent without prior sanction of leave, irrespective of the number of days, is guilty of misconduct under the rules,” observed a division bench recently while upholding dismissal of Bharat Sanchar Nigam Ltd. employee, Pandurang Kevne, who filed a petition challenging his removal.
Justices J N Patel and R P Sondurbaldota further observed, “In our opinion the reason for such misconduct is because it exhibits irresponsibility and lack of interest in work. It is writ large on the facts of the case that the petitioner is least interested in duty.”
· Banks may burden customers if forced to abolish pre-penalty: RBI

Reserve Bank Deputy Governor, Usha Thorat, said abolishing the practice of levying pre-payment penalty on loans could prompt lenders to hike interest rates to pass on their burden to customers.
“There is a chance that banks may pass on this burden to customers (if the prepayment penalty is abolished),”

Anti-monopoly watchdog Competition Commission of India had recently said that it may fine banks or ask them to stop the practice of imposing penalty, as it feels that penalizing borrowers who foreclose loans is a violation of competition laws.

Referring to the Commission’s intervention on the matter, Thorat said that it was apparently due to the fact some institutions were levying a very high penalty on borrowers during prepayment of advances.
Banks usually impose a penalty in the range of 2-3 per cent on those customers who choose to close their loan amount before maturity. This, bankers said, would impact their interest earnings besides increasing lending risk.

In such a situation, bank may be forced to hike lending rates to all borrowers to compensate this risk, bankers said.
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Bill protecting independent board members may be a reality soon











Bank likely to pass the burden of abolishing pre-penalty onto the customer.














Absent from Work without leave habitually: Misconduct








CCEA to consider FDI proposals now 1200 Crores or more. 

















Excise duly rolled back to 10%.


 


Service Tax rated untouched. 











Significant benefits to salaried employee. 





MAT increased from 15% to 18%. 
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