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ABSTRACT

The highly awaited Finance Bill, 2019 was presenvedlst February 2019 and it became an Act follgwin
Presidential assent on 21st February 2019. Froniraadt tax perspective, the Act mainly places itpétns on the needs
and wants of the common man. Even though the i$ikeerporate taxation, change in the accountyegr, etc. were the
issues common to everyone's interest, the Govetnra&ained from making any sweeping changes toatmesaid
prevailing provisions and has rightly left the satode dealt in the full financial budget to corie interim budget bears
the indisputable stamp of careful analysis andloehtions from the policymakers so as to catethto gpecific needs of

the needed and also taking into account the interefall concerned.
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INTRODUCTION

In the atmosphere of the Elections, the union BtRREO was extremely-anticipated, being consideredha
performance pointer of the present government. iltexim budget was presented on 1st February 2@18é interim
Finance Minister Shri Piyush Goyal. This budgetl@med to be the only a starting point of the “@reBudget” by the
BJP government to be. This being an interim budgetkey policy changes could have been proclaimlertheless,
remaining within the four corners of the code ohdact, it seems that the government has moved dat dengths to
delight the common man and the farmers to a gedahe As of the direct tax outlook, there are spommsiderable reliefs

granted to the common man.
CHANGES IN DIRECT TAXES- AN ANALYSIS

This being the pre-election Budget, their stooospects of change in tax slabs, which have noetuout to be
true. In Budget 2015, Hon'ble Finance Minister lyagiranteed that the basic rate of Corporate taxdameireduced from
30% to 25%over the next five years. Once againgtinporate sector has been let dejected, as theo€de tax rates also
remain untouched. This puts Indian domestic indestin an uncompetitive position as equated todter key Asian

economies.
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Provisions Contemplating Relief to the Ordinary Man
Change to Section 87A

Even though there is no change at all in the pliegaslab rates, a rebate under section 87A oftiein respect
of entire tax has been granted to the individugb&yers, having taxable income up to INR 5lakhgradeductions. This
means effectually, an individual having a gros®ine of INR 6.5lakhs or even more, may be qualifeadthe full rebate
of tax, with effective tax planning. This grossange can be even higher in the case of individiedfgending their income
as interest on housing loan taken for acquisitioitding of house property. Therefore, a significeslief has been granted
by way of a tax rebate, to individuals falling idsithe income range of INR 2.5 lakhs to INR 5 lag@sannum. However,
it is to be noted that the rebate under section B@# been constrained to INR12,500 or the amouitdobn income
whichever is lesser. To explain, if the whole ineoof INR 5 lakhs comprises of short-term capitahgdaxable at the
rate of 15%, the gross tax payable will be INR 89,8nd the rebate will be limited to INR12,500/}yorT he drive behind
giving such rebate, instead of increasing the [gasthold limit of income chargeable to tax, i<twb the benefit only to
the middle class and, therefore, the individualkintaa taxable income of more than INR 5 lakhs wdonbt get any
benefit, even in the form of a reduction in tax.offrer aim behind not increasing the threshold limthat the government
does not wish to grant any relaxation as of thegakibn of filing returns. Therefore, even if thaseno tax payable by
taking advantage of rebate u/s 87A, a person tilllrave to file the return of income where totatome tops the basic

threshold limit of income chargeable to tax.
No Marginal Relief at All

A point to be noted here is that there is no piowigor marginal relief wherever the taxable incosuepasses the
limit of INR 5 lakhs even by a small amount. Foample, in case of surcharge which is leviable asgibed rates if the
taxable income exceeds prescribed limit, therepso&ision for marginal relief whereby, the surdmeis to be limited to
the amount by which, income exceeds the presciib@td However, we may note that a like provisiooed not exist for
conceding relief from levy of tax, where taxableame is slightly higher than INR 5 lakhs. Admittgdalthough there
was no provision for marginal relief prior to theoposed amendment as well, the rebate itself wasmmNow, with the
rebate being as high as INR 12,500/-, the squedkbeanfelt. As a consequence, it may so happehdhgerson earning
taxable income of INR 5,00,000/- would not be ohaagy to pay any income tax on his income, wheraggrson earning
taxable income of say INR 5,01,000/- would be méaorilgt required to pay a tax of INR 12,600/-. Cogsently, net
disposable income, after paying taxes, in his havaldd only be INR 4,87,400/-. Thus, by earningraaremental income

of INR 1,000/-, he is truly put in a worse off pis as compared to a person earning INR 5 lakhs.
Modification to Section 16

Another handout to salaried individuals has begraped by way of an amendment to Section 16 ofAbe
whereby, the standard deduction offered while caimguncome under the head Salaries has been agdpfiom INR
40,000/- to INR 50,000/-

Increase of Tax relief with Respect to Gratuity

As we may recall, as per the endorsement of ther8eWay Commission, the maximum limit on gratbitjed

to government employees was revised from INR 1@daio INR 20 lakhs in 2016. Further, on like lin®gyment of
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Gratuity (Amendment) Act, 2018 was also broughfoirte on 28' March 2018 whereby, maximum limit of gratuity bil
to other than government employees have been kpar with the government employees, i.e. INR&hs. It may be
noted that this variation to Payment of Gratuityt Al also have an influence on the income taxd aill provide higher

tax relief to those individual employees who becaiigible to receive higher gratuity under the Paytrof Gratuity Act.
A Rise in Threshold Limit for Deduction of TDS unde Section 194A and Section 194

The new brushed up threshold limit for TDS, astheramendment to Section 194A in respect of intgmgker

than interest on securities) besides to Sectioh ib#spect of rent, are as follows:

Table 1
. _ Revised Limit as per Finance
Previous Threshold Limit Act, 2019
Interest under section 194A
from bank deposits / post office deposits 10,000 40,000
Rent under section 194l 1,80,000 2,40,000

Real Estate Related Provisions

There are some noteworthy amendments in the FinActehaving a great potential bearing on real testa

transactions.
Modification to Section 54

By means of an amendment to Section 54 of the thet,Finance Act, 2019 there has been an increatieein
number of properties qualified for investment unttex said Section from one to two residential hopisgperties, on
condition that the quantum of capital gains dodssngpass INR 2 crore. As all are aware, numeraxjsayers were facing
a practical difficulty that where one residentialuke is sold in order to acquire another, it isalatays possible to find
another single residential house which is apprégria assist the needs of an entire family. In stedes, although on
account of genuine grave difficulty, if the taxpayevests in two residential houses, earlier, hes wat able to gain the
benefit of Section 54 in respect of investmenthi@ $second residential house. The amendment widlatety address the
real-world difficulty faced by the taxpayers whehey may wish to invest the capital gains in twases for a variety of
reasons. Nevertheless, it is important to note thiat choice of investing in two residential hoyseperties would be
available only once in a lifetime. Once this optisrthosen, the advantage of the same cannot flecheaer for same or
any other assessment year, and subsequently, bowati@n of capital gains would be ruled by thevailing provisions,

allowing a deduction in respect of investment ie pnoperty alone.
Sections 23(4) and 24 Amended to include the con¢eyf Notional Rent

In tune with the amendment to Section 54, the Kimafict, 2019 amends Section 23(4) and Section 2heof
Income-tax Act, 1961 in order to encompass the fitemie'’zero notional rent’ in respect of Self Oguad Property (SOP)
to two properties instead of one. Doubts are bpugforth in this regard by taxpayers, that whére assessee possesses
two house properties, whether it will be obligattoytreat the second house property as Self Ocdupieperty, or is it
likely to freely treat one property as deemed lgtio order to claim higher deduction of interestlar section 24(b). The
matter, however, is not free from doubt. From thkangination of Section 23, it appears that if theparties fall under

either clause (a) or clause (b) of sub-sectiontf@®n the annual value has to be taken as nilttedhoice, to select which
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property/ properties should be treated as SOP dichvproperty/properties should be considered asnge let out, would
come into the scene only where there are more tiharSelf Occupied Properties as per the proposedigions. There
surely exists avagueness on this issue and diwetesgretations of the section may also be possibl¢his scenario, it
may be relevant here to note that, with effect frb#2018, set-off of losses from house propertirzg} any other head

of income is limited to INR 2 lakhs.
Amendment to Section 23(5)

The subsequent modification as per the Finance2Bt§ linking to real estate transactions is in ®ec23(5) of
the Income-tax Act, 1961 wherein, it has been detit outspread the period of exclusion from lefyational rent in
respect of unsold house properties held as invgnftam one year to two years from the end of tharfcial year in which
the erection is completed. Taxability of deemed m@nunsold flats which are in turn held as statkrade has always
been one of the vastly litigated issues. By virtdid=inance Act, 2017, sub-section (5) was annouriceSlection 23 to
offer that for a period of one year from the endlw# financial year in which construction is finésh no deemed rent
would be chargeable to tax. The supposed amendmeae by Finance Act, 2017 seems to specify thelkgie intent
that, beyond one year deemed rent would be pronaxioeven in respect of the property held as siodkade. Even
though in respect of previous years the debatdasdils, from AY 2018-19 onwards, it appears tteydnd one year from
the end of the financial year in which erectioffiméshed, deemed rent on unsold properties wiltdbeble even in hands
of builders/developers. Currently, the amendmemth&r extends this period of one year to two ye#aging into
consideration that there may be practical glitcimeselling off properties within a year of consttioa. On account of
numerous changes that took place in recent pastitegwith demonetisation, introduction of The Restate (Regulation
& Development) Act 2016 (RERA) and GST etc. prelserhe real estate sector is fronting a troubleerely builders/
developers are not able to dispose of the erectgaepties within a year from completion of constiwe, and the same is
resulting in unsold flats being exposed to tax espect of notional rent thereon. Bearing in minid thosition, it is
certainly a wanted move which will provide a keligkto builders/developers. Needless to say,halthree amendments
as stated above, will surely give a boost to tla estate sector, which, however, would also mbahyrices of the real
estate are probable to move upward. In this backgtowhile one may say that this may cause somefgnfor the

general public particularly in metro cities, it idring optimism to the depressed real estate secto
Amendment to Section 80IBA

In the wake of the concern of real estate pricésggop as stated above, when the affordable hoysivjgcts are
going to be prime important to the urban middlesslghan ever before, the extension of one yeasdoction of an
affordable housing project under section 80-IBAldaasufficient and it is felt that the same shohtd/e been prolonged

even further.
Promotion of E-governance

In pursuance of government’s maxim of endorsingeegnance, it has been assured in the budget sfescithe
government is dedicated to transforming the Incdime Department into a more assessee-friendly ¢meugh a ground
breaking, technology-intensive project. Furthehds also been assured that all returns will novadrainistered with in
twenty-four hours and refunds will be dispensedutiameously. Also, within the next two years, ttssessments are

planned to be steered electronically through trengmized back office without any personal crosgioint between the
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taxpayer and the tax officer. Even though the cphoé complete electronic governance is a welcod®a,i the ground
reality is that, due to numerous technical glitchegen today, the taxpayers are in front of extredifBculties in

proceedings with e-assessments. Even when fililigernectifications or replies to intimations ettaxpayers are facing
various technological restrictions. Keeping the samview, as an alternative of taking such stdpatance, the schema
of introducing fully electronic assessments shdddinstigated in a phased way,by first eradicatimgissues currently

being experienced by the taxpayers.
CONCLUSIONS

In the words of the eminent jurist, late Shri N&ailkhivala, An enterprise casts its accounts and takes stock at
the end of its financial year. A democracy musstiecktaking at the time of elections when a newtbaf lawmakers is to
be out in power

To quantify, a complete review of the direct taxaepes in the Finance Act, 2019 would pinpoint @ fdct that
the same are highly focused on the middle-claswithehl taxpayers, and with effective tax plannitiggy will surely be

able to substantially reduce the tax burden omigtit basis.
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