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Highlights of the Union Budget 2009-2010

BUDGET ESTIMATE 2009-10

Expenditures:

· Total expenditure is Rs.10,20,838 crore (US$ 211.35 bn *) consisting of non-plan Rs.6,95,689 crore (US$ 144.03 bn) and planned expenditure of Rs.3,25,149 crore (US$ 66.9 bn) (an increase of 37 per cent in Non-plan and 34 per cent in Planned expenditure. A gross increase of 36%).

· Interest payments estimated at Rs.2,25,511 crore (US$ 46.68 bn) (about 36 per cent of Non-plan revenue expenditure in B.E. 2009-10).

· Subsidies: Rs.1,11,276 crore (US$ 23.03 bn).

· Outlay for Agriculture and allied activities is Rs. 10060 crores (US$ 2.08 bn)

· Outlay for Healthcare is Rs. 19534 crores (US$ 4.05 bn)

· Outlay for Education is Rs. 36400 crores (US$ 7.54 bn)

· Outlay for Rural Development is Rs. 80770 crores (US$ 16.75 bn) 

· Outlay for Road Transport and Highways is Rs. 20450 crores (US$ 4.23 bn)

· Outlay for Civil Aviation is Rs. 12165 crores (US$ 2.51 bn)

· Outlay for Power is Rs. 53126 crores (US$ 10.99 bn)

· Outlay for Defence is Rs.1,41,703 crore (US$ 29.33 bn). 

· State Governments permitted to borrow additional 0.5 per cent of their GSDP by relaxing the fiscal deficit target under FRBM from 3.5 per cent to 4 per cent of their GSDP. This will enable the States to borrow Rs.21,000 crore (US$ 4.34 bn) additionally over Interim B.E. 2009-10.

Receipts:

· Net tax receipts estimated at Rs.474218 crore (US$ 98.18 bn) in B.E. 2009-10. 

· Non-tax revenue receipts estimated at Rs.1,40,279 crore (US$ 29.04 bn) in B.E. 2009-10

· Capital receipts estimated at Rs. 4,00,996 crores (US$ 83.02 bn) in B.E. 2009-10.

· Revenue deficit projected at 4.8 per cent.

· Fiscal deficit projected at 6.8 per cent.

CHALLENGES

· to lead economy to high GDP growth rate of 9 per cent per annum at the earliest

· to deepen and broaden the agenda for inclusive development

· to improve delivery mechanisms of the government.

* Exchange rate of US$ 1 = INR 48.3 as of July 6, 2009

OVERVIEW OF THE ECONOMY

· Growth rate of Gross Domestic Product dipped from an average of over 9 per cent in the previous three fiscal years to 6.7 per cent during 2008-09.

TOWARDS ECONOMIC REVIVAL

Short-term Measures

· Fiscal accommodation led to an increase in fiscal deficit from 2.7 per cent in 2007-08 to 6.8 per cent of GDP in 2008-09. The fiscal stimulus at 3.5 per cent of GDP at current market prices for 2008-09 amounts to Rs.1,86,000 crore (US$ 38.5 bn).

Infrastructure Development

· IIFCL to evolve a Takeout financing scheme in consultation with banks to facilitate incremental lending to infrastructure sector.

· IIFCL to refinance 60 per cent of commercial bank loans for PPP projects in critical sectors over the next fifteen to eighteen months. IIFCL and Banks are now in a position to support projects involving total investment of Rs.1,00,000 crore (US$ 20.70 bn).

Highway and Railways

· Allocation to National Highways Authority of India (NHAI) for the National Highway Development Programme (NHDP) increased by 23 per cent and allocation for Railways increased to Rs.15,800 crore in (US$ 3.27 bn).

Urban Infrastructure

· Allocation under Jawaharlal Nehru National Urban Renewal Mission (JNNURM) stepped up by 87 per cent to Rs.12,887 crore (US$ 2.66 bn) in B.E. 2009-10. Allocation for housing and provision of basic amenities to urban poor enhanced to Rs.3,973 crore (US$ 822.5 mn) in B.E. 2009-10. This includes provision for Rajiv Awas Yojana (RAY), a new scheme announced.

Power

· Allocation under Accelerated Power Development and Reform Programme (APDRP) increased by 160 per cent to Rs.2,080 crore (US$ 430.64 mn) in B.E. 2009-10 over B.E. 2008-09.

Gas

· Blueprint to be developed for long distance gas pipelines leading to a National Gas Grid to facilitate transportation of gas across the length and breadth of the country.

AGRICULTURE DEVELOPMENT

· Target for agriculture credit flow set at Rs.3,25,000 crore (US$ 67.28 bn)for the year 2009-10.

Debt Relief for Farmers

· 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.

RESTORING EXPORT GROWTH

· Adjustment assistance scheme to provide enhanced Export Credit and Guarantee Corporation (ECGC) cover at 95 per cent to badly hit sectors extended upto March 2010.

· Interest subvention of 2 per cent on pre-shipment credit for seven employment oriented export sectors extended beyond the current deadline of September 30, 2009 to March 31, 2010.

· To facilitate flow of credit at reasonable rates, Rs.4,000 crore (US$ 828.15 mn) provided as special fund out of Rural Infrastructure Development Fund (RIDF) to Small Industries Development Bank of India (SIDBI). This will incentivise Banks and State Finance Corporations (SFCs) to lend to Micro and Small Enterprises (MSEs) by refinancing 50 per cent of incremental lending to MSEs during the current financial year.

MEDIUM-TERM SUSTAINABILITY

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.

· It is intended to move to a system of direct transfer of subsidy to the farmers in due course.

Petroleum and Diesel pricing Policy

· With almost three quarters of our oil consumption met through imports, it is important to recognise that domestic prices of petrol and diesel are broadly in sync with global prices. Government to set up an expert group to advise on a viable and sustainable system of pricing petroleum products.

People’s ownership of PSUs

· While retaining at least 51 per cent Government equity in Public Sector Undertakings, people’s participation in disinvestment programmes to be encouraged.

· Public Sector Enterprises such as banks and insurance companies to remain in public sector and will be given full support including capital infusion to grow and remain competitive.

Financial Sector

· The threshold for non-promoter public shareholding for all listed companies to be raised in a phased manner.

· Scheduled commercial banks allowed to set up off-site ATMs without prior approval subject to reporting.

· A sub-committee of State Level Bankers Committee (SLBC) to identify and formulate an action plan for providing banking facilities in under-banked/unbanked areas in the next three years. Rs.100 crore (US$ 20.70 mn) set aside 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.

· Government has established Competition Commission of India, an autonomous regulatory body. An Appellate body headed by a retired judge of Supreme Court also constituted.

TOWARDS INCLUSIVE DEVELOPMENT

National Rural Employment Guarantee Scheme (NREGS)

· Allocation under NREGS increased by 144 per cent to Rs.39,100 crore (US$ 8.09 bn).

National Food Security Act

· 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. Food Security Bill to be put on the website of the Department of Food and Public Distribution for public debate.

Bharat Nirman

· Allocation for Bharat Nirman increased by 45 per cent. Allocations under Pradhan Mantri Gram Sadak Yojana (PMGSY) increased by 59 per cent to Rs.12,000 crore (US$ 2.48 bn). 

· Under Rajiv Gandhi Grameen Vidyutikaran Yojana (RGGVY), allocation increased by 27 per cent to Rs.7,000 crore (US$ 1.44 bn).

· Allocation under Indira Awaas Yojana (IAY) increased by 63 per cent to Rs.8,800 crore (US$ 1.82 bn). Allocation of Rs.2,000 crore (US$ 414.07 mn) made for Rural Housing Fund (RHF) in National Housing Bank (NHB) to boost the resource base of NHB for refinance operations in rural housing sector.

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)

· All ICD Services to be extended to every child under the age of six by March, 2012.

Employment Exchanges

· New project for modernization of Employment Exchange in public private partnership to be launched so that a job seeker can register on line from anywhere and approach any employment exchange.

Health

· Allocation under National Rural Health Mission (NRHM) increased to Rs.12,070 crore (US$ 2.49 bn).

· 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 (US$ 72.46 mn) 

Environment and climate change

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

Improving Delivery of Public Services

· Unique Identification 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 (US$ 24.84 mn) made for this in the Budget.

· First set of unique identity number to be rolled out in 12 to 18 months.

Education

· Provision for the scheme ‘Mission in Education through ICT’ substantially increased to Rs.900 crore (US$ 186.33 mn) and the provision for setting up and up-gradation of Polytechnics under the Skill Development Mission enhanced to Rs.495 crore (US$ 102.48 mn).

· Rs.827 crore (US$ 171.22 mn) allocated for opening one Central University in each uncovered State.

· Rs.2,113 crore (US$ 437.47 mn) allocated for IITs and NITs which includes a provision of Rs.450 crore (US$ 93.16 mn) for new IITs and NITs.

· The overall Plan budget for higher education is to be increased to Rs.2,010 crores (US$ 416.14 mn).

Srilankan Tamils

· Rs.500 crore (US$ 103.51 mn) allocated for rehabilitation of internally displaced persons and reconstruction of the northern and eastern areas of Sri Lanka. 

TAX PROPOSALS

· Centre’s Tax-GDP ratio has increased to 11.5 per cent in 2008-09 from a low of 9.2 per cent in 2003-04. Share of direct taxes in the Centre’s tax revenues has increased to 56 percent in 2008-09 from 41 percent in 2003-04.

· Structural changes in direct taxes to be pursued by releasing the new Direct Taxes Code within the next 45 days and in indirect taxes by accelerating the process for the smooth introduction of the Goods and Services Tax (GST) with effect from 1st April, 2010.

· The Direct Taxes Code, along with a Discussion Paper, to be released to the public for debate. The Direct Taxes Code Bill will be finalised for introduction in Lok Sabha sometime during the Winter Session based on the inputs received. 

· Agreement has been reached on the basic structure of GST in keeping with the principles of fiscal federalism enshrined in the Constitution. Broad contour of the GST Model envisages dual GST comprising of a Central GST and a State GST. The Centre and the States will each legislate, levy and administer the Central GST and State GST, respectively.

Direct Taxes

· No changes made in the Corporate Tax rates.

· Exemption limit in personal income tax raised by Rs.15,000 (US$ 310.55) from Rs.2.25 lakh (US$ 4658.38) to Rs.2.40 lakh (US$ 4968.94) for senior citizens; by Rs.10,000 (US$ 207.03) from Rs.1.80 lakh (US$ 3726.70) to Rs.1.90 lakh (US$ 3933.74) for women tax payers; and by Rs.10,000 (US$ 207.03) from Rs.1.50 lakh (US$ 3105.59) to Rs.1.60 lakh (US$ 3312.62)  for all other categories of individual taxpayers.

· Surcharge on various direct taxes to be phased out; in the first instance, by eliminating the surcharge of 10 percent on personal income-tax. 

· Fringe Benefit Tax on the value of certain fringe benefits provided by employers to their employees to be abolished.

· Minimum Alternate Tax (MAT) to be increased to 15 per cent of book profits from 10 per cent. The period allowed to carry forward the tax credit under MAT to be extended from seven years to ten years.

· New Pension System (NPS) to continue to be subjected to the Exempt-Exempt- Taxed (EET) method of tax treatment of savings. 

· Commodity Transaction Tax (CTT) to be abolished.

· Donations to electoral trusts to be allowed as a 100 percent deduction in the computation of the income of the donor.

· Deduction under section 80E of the Income-tax Act allowed in respect of interest on loans taken for pursuing higher education in specified fields of study to be extended to cover all fields of study, including vocational studies, pursued after completion of schooling.

· To mitigate the practical difficulties faced by charitable organisations, anonymous donations received by charitable organisations to the extent of 5 percent of their total income or a sum of Rs.1 lakh (US$ 2070.39), whichever is higher, not to be taxed.

· Scope of presumptive taxation to be extended to all small businesses with a turnover upto Rs. 40 lakh (US$ 82815.73). This new scheme to come into effect from the financial year 2010/11.

· Tax holiday under section 80-IB(9) of the Income Tax Act, which was hitherto available in respect of profits arising from the commercial production or refining of mineral oil, to be extended to natural gas. 

Indirect Taxes

· Proposals on indirect taxes to seek to achieve stable framework by maintaining the overall rate structure for customs and central excise duties as well as service tax.

Customs duties

· Customs duty of 5% to be imposed on Set Top Box for television broadcasting.

· Customs duty on LCD Panels for manufacture of LCD televisions to be reduced from 10% to 5%.

· Full exemption from 4% special CVD on parts for manufacture of mobile phones and accessories to be reintroduced for one year.

· List of specified raw materials and equipment imported by manufacturer-exporters of leather goods, textile products and footwear industry which are fully exempt from customs duty, subject to specified conditions, to be expanded.

· Customs duty on permanent magnets for PM synchronous generator above 500 KW used in wind operated electricity generators to be reduced from 7.5% to 5%.

· Customs duty on bio-diesel to be reduced from 7.5% to 2.5%.

· Customs duty on serially numbered gold bars (other than tola bars) and gold coins to be increased from Rs.100 (US$ 2.08) per 10 gram to Rs.200 (US$ 4.15) per 10 gram. Customs duty on other forms of gold to be increased from Rs.250 (US$ 5.19) per 10 gram to Rs.500 (US$ 10.38) per 10 gram. Customs duty on silver to be increased from Rs.500 (US$ 10.38) per Kg. to Rs.1000 (US$ 20.76) per Kg. These increases also to be applicable when gold and silver (including ornaments) are imported as personal baggage.

Central excise duties

· Excise duty rate on items currently attracting 4% to be raised to 8% with major exceptions.

· Specific component of excise duty applicable to large cars/utility vehicles of engine capacity 2000 cc and above to be reduced from Rs. 20,000/- (US$ 414.07) per vehicle to Rs.15,000 (US$ 310.55) per vehicle.

Service tax

· Exemption from service tax being provided to inter-State or intra-State transportation of passengers in a vehicle bearing ‘Contract Carriage Permit’ with specified conditions.

· Exemption from service tax (leviable under Banking and other financial services or under Foreign exchange broking service) being provided to inter-bank purchase and sale of foreign currency between scheduled banks.

· Two taxable services, namely, ‘Transport of goods through road’ and ‘Commission paid to foreign agents’ to be exempted from the levy of service tax, if the exporter is liable to pay service tax on reverse charge basis. However, present cap of 10% on commission agency charges is retained. Thus there would be no need for the exporter to first pay the tax and later claim refund in respect of these services.

· Export Promotion Councils and the Federation of Indian Export Organizations (FIEO) to be exempt from service tax on the membership and other fees collected by them till 31st March 2010.

Tax proposals on direct taxes to be revenue neutral. On indirect taxes, estimated net gain to be Rs.2,000 crore (US$ 414.07 mn) for a full year.

