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THE MINISTER OF FINANCE. MINISTER OF CORPORATE AFFAIRS AND
MINISTER OF INFO
JAITLEY): Madam, I
participated in the discussion on the Finance Bill itself.

(s3/1630/kmr/bks)
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am extremely grateful to the hon. Members who have

We are discussing it at a stage where global economy itself is still facing a
very serious challenge. It was expected in the last few months that there is a strong
movement upwards as far as the American economy is concerned which will have
a ripple effect on the global economy. But yesterday’s figures have not been very
mspiring. Therefore, 1t 1s m this situation that the present Government really have
to decide the roadmap of the Indian economy.

Notwithstanding a global slowdown. there are some external factors which
are of significance to India. The first of these external factors 1s with relation to the
oil prices. The reduced oil prices have created a situation where the economic
landscape of the world is now different. The oil consuming countries. and India is
an oil consuming country, are heaving a sigh of relief. Some people consider that
there 1s a transfer of wealth taking place from oil producing countries to the oil
consuming countries. That is because earlier it was only the producing countries
which were gaining significantly. Therefore, this is one factor which is crucially
impacting on India. I must say that this is a factor which 1s impacting positively on
India.

The second factor is that there are economies today competing for
investment. Gone are the days when emerging economies thought that their
internal resources are adequate enough to give a boost to the economy. You need
domestic mvestment and you need intemational investment. And international
investment will obviously come as an additionality of resource to us so that further

economic activity in India can increase. Therefore. most competing economies -



whether it is Europe. whether it is Russia. whether it is Japan. South Africa, Brazil
— are all facing extremely challenging situations.

In fact India is today referred to as one of the only bright spots. Therefore.
when the world is in a slowdown mould. Indian economy aspiring to grow at eight
per cent or even more than eight per cent on a future date is a real challenge we
have. And I do believe there is real potential. It is not eight per cent. we have
achieved nmine per cent in the past. We have the example of China before us. China
grew on an average of nine per cent plus for almost 30 years. And it is because of
that that they have today been able to emerge as a global economic force. Today
the Chinese rate of growth is no longer nine or ten per cent. it is also now settling
down to seven per cent or below that.

We in the Government do believe that this year we have a potential to
target an eight per cent growth rate. International agencies, whether it is the IMF
or the World Bank, are conceding that it will be 7.5 per cent to eight per cent, up
in that range. Therefore. when the global economy is facing a slowdown. India
being one of the bright spots, if we can put our house in order and put an end to
the politics of obstructionism of economic change or making India an attractive
destination, and if State after State compete with each other, they all will add to
the national growth rate.

Our growth rates are improving. Our inflation is still broadly under control.
Our fiscal deficit figures may be even slightly better than what we had projected.
Our current account deficit which had touched about 4.5 per cent at one stage is
within acceptable limits.

(t13/1635/gm-cs)

If these basic parameters are in order. we would look in brief nutshell at the
roadmap we have ahead. We have only brought a certain category of reforms.
There are many other reforms which are in the pipeline, many other expenditures
which are in the pipeline. The translation of all these steps on the ground is a

fime-consuming process. It will slowly show its own impact. Therefore, we are



frying to increase in the present Budget the expendifure on infrastructure,
expenditure on Railways and Highways. We are frying to unleash rural
mfrastructure.

It is at this stage that we currently have one of the most challenging
situations because of the serious agrarian problem which is created by
unpredictability of weather. Weather has not been very kind to us this year.
Therefore. there is additional responsibility on the Government at the Centre and
the Government in the States to help the poor farmers who have been affected by
it. There was a settled compensation or relief package that the farmers used to get.
The hon. Prime Minister announced that the criterion for getting that package is
also relaxed. It has been relaxed to one-third of the loss instead of the earlier pre-
condition of one-half of the loss and one sudden increase of 50 per cent in the
relief package has been announced.

I can assure the Members of this House that this is the first step of this
Government. In order to bring relief to the farmers. it is not the last step. Serious
steps have been taken within the Government with regard to the health of the sugar
mdustry where we are plagued with the problem of surplus. It is a problem of
surplus along with collapse of the international prices which has led to the
problem. We have taken some decisions which will be announced by the
Government. We have to realize this and I would urge the hon. Members that this
state of agrarian challenge or problem is a result of the present status quo. ¥ui=<
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also go up. In fact. normally the revenues are calculated on the basis of GDP +
mnflation. That gives you an indication of how much the revenues are going to go
up. This year. I expect a substantial improvement and a substantial improvement
next year.
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= &4 4 W 9g @odl &1 In Telangana there are districts which are dry. In
Andhra Pradesh there are dry districts. Rajasthan has a very substantial part of dry
districts. Vidarbha is dry. There are parts of Central UP which need to be held in
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Iroat @1 §A1 9 #9231 Venugopal Ji has said: ‘States are getting less. This is not
a correct figure’. Are your, Congress or UPA. States prepared to go back to the
formula of 13® Pay Commission? Please tell me. The proof of the pudding is in
the eating. I am making an offer to you. I have the data of each State. Not a
single State. not one. 1s such that is going to get any money less. After all. if you
ask class 1 or Class 2 child. which is higher 42 per cent or 32 per cent, he knows

the answer but somehow you have got confused with that answer.

None of your Chief Ministers are willing to follow your advice of going
back to the 13® Finance Commission. That is more helpful... (Interruptions) =
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3R TP 910 W GA TIMAY, 39 AT o9 Wed 9 @el that he has taken 16 trips
abroad. Is India taller in the comity of nations today than it was a few years ago or

not? I was surprised when a read in the last few days that compared to the



developed world whether it was Iraq or it was Yemen or it is Nepal today. it 1s
India which 1s now being considered as a global leader even m areas where we
could not manage our own affairs earlier — disaster management. It is a no mean
achievement. Country after country was asking us for help. The airspace was
occupied by Saudi Arabia. There was war going-on on the ground and not only
our citizens but we were rescuing citizens all over the world. This has not
happened once. In 11 months, it has happened four times.

Look at the enthusiasm of the Diaspora outside the country. It was unheard
of or unthinkable when the Prime Minister of India goes abroad that the entire
Diaspora feels rejuvenated and the power and force of India is visible in all those
countries. So, you forgot today. Mr. Thomas, what your leader was saying
yesterday. Yesterday. you found that the Prime Minister was out of the country.
Today. you said that he i1s too much of a hands on Prime Minister. He is not
letting the Ministers run their Ministries and that he is running every Ministry. So.
please make up your mind about what vour analysis of our Prime Minister is....
(Interruptions)

AT sremer: afod-afed it afedl

...(cFgam=)
HON. SPEAKER: Yes, Mr. Minister.
SHRI ARUN JAITLEY: Madam. my friends in the Congress Party would realize
when the Prime Minister of India goes abroad even for two days or three days, he
performs a national duty. There is a difference between performing a national
duty and disappearing for a jaunt. Therefore, you must realize the difference
between the two.

There are several questions and queries which some Members have raised.
I am grateful to Mr. Saugata Roy.  He raised a question with regard to

simplification of taxation.



Therefore. an easy taxation form in which an assesse is able to do things
himself and does not have to run to various advisors. Recently a controversy did
come up. There is an old income tax form of 12 pages which was made 13.5
pages. I was out of the country when it was done. I had it stopped. I am having the
entire matter reviewed and very soon vou will hear of an extremely simplified
procedure coming from us.

A query was raised by one of the hon. Members from the Congress Party as
to what was happening with regard to interest subvention and subsidy for farmers.
Between what was being given two years ago and what is being allocated for this
year’s Budget. the amount has almost doubled.

SHRI K.C. VENUGOPAL (ALAPPUZHA): Sir. only Rs. 13.000 crore has been
allocated. It was Rs. 17.000 crore in 2012-13.

SHRI ARUN JAITLEY: That is not correct. I have already answered it in the main
Budget speech.

SHRI K.C. VENUGOPAL (ALAPPUZHA): I have the figures.

SHRI ARUN JAITLEY: The amounts have been doubled and the interest
subvention scheme continues to exist.

faf¥reta 5@ oft 7 Pa1 fF 99 F_HE & & 1 $F AR T AR BT aga aba® H
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There are about close to 3.5 to 4 lakhs in that range. The process of selecting for
scrutiny is not a human process now. There is a computerized mechanism. it is not
even draw of luck or chance. where several information are fed. Supposing there is
large cash withdrawal. there is large cash deposit. in that case the red signal will
2o up and that case will be selected for scrutiny. which has to be selected for
scrutiny. The total number of cases selected for scrutiny is only about 3 lakhs. that
is less than one per cent. 78 W1 Fey=1 & f&F B [ &1 FrAHT B €, in 99 per cent

of the cases the assessments go through as they are filed.
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Shri Adsul raised this issue of exemption limit on cooperative banks for
income tax. deduction of tax on imterest and you said that 1t should be raised from
Rs. 10.000 to Rs. 25.000. Now. under the existing provisions of the Income Tax
Act, there is a provision for submission of self-declaration itself. It is number 15
(g) and 15 (h). It requests for a non-deduction of tax of income which is not
chargeable to tax. The moment you file that form vou are exempted from it. That
remedy is there. If it has to be further strengthened. I will certainly have it looked
mnto.
it oviERT JrEqe (SrRTEd): SWhH S @ a1 H Farg|
it SIBOT el @ ATD Y3d PN A Ae F o 81 SHP FR faaq w9 @r [fFEa w9 |
@41 In addition to this, there are several significant changes in the Budget and in
the Finance Bill. namely. the GST. the Corporation Tax. Wealth Tax. increased
remedy to middle class persons. These are all steps that we have initiated and there
are very significant steps with regard to squeezing of black money. I am receiving
various applications and requests from various sections of industry. The popular
opinion is that this should be squeezed because if parallel economy is brought into
the official economy. then obviously the size of your economy will increase and

your GDP will increase.



Your revenues will increase. Increased revenues will enable me to bring
down taxation percentages or taxation slabs itself. But we are not interested in the

harassment of any section of assesses in this process. As a result of which. I am

applving my mind because for some steps whi
s o J
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Finance Bill. some rules and notifications need to be issued. They will be taken
into consideration. The Black Money Bill will come up with regard to foreign
assets and foreign incomes.

Madam. this morning there was a miscommunication or communication

gap from our side. It also mentioned about negative voting with regard to clause
184. That 1s not so. Clause 184 has to have a positive vote. I may just correct that.
HON. SPEAKER: Okay.
SHRI ARUN JAITLEY: I had already made a statement in the morning as to why
for the present I am just deferring for some time the PDMA. We have given
several indirect concessions also. It may be of some interest to my friends in the
Congress Party that amongst the various indirect concessions that I have given,
some are meant for manufacturers of footwear in India. &1 & §a 9@ 8 O
ERIGE]

Today we are becoming a great manufacturing hub. at manufacturing low
cost footwear. Therefore, hopefully with these concessions the whole of this
country can get footwear rather than only some people wearing footwear. So.
people wearing footwear is not a bad thing to happen if India becomes an

important footwear hub itself.
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Members of Parliament, industty and various other sections, both with regard to
the direct tax proposals and the indirect tax proposals. There are some
clarifications or changes which are reflected in the amendments which I have
given. It is customary that the Governments are responsive and listen to all
sections of the society.

Therefore. for clarity purposes I will read out those paragraphs. The first
amendment is with regard to the direct tax proposals where I am making some
changes. The first aspect is with regard to the ‘place of effective management’. In
the Finance Bill. 2015. it was proposed that a company shall be said to be a
resident of India if it is an Indian company or its place of effective management at
any time in that vear in India. Concerns have been raised with regard to the phrase
‘at any time’, which may lead to unintended consequences. Such as even one
board meeting in India may make a foreign company a resident in India. The
explanatory memorandum to the Finance Bill. 2015 states that guidance note will
be issued in this regard. However. taking into account the concemns raised. I
propose to drop the phrase ‘at any time’ so that no ambiguity remains. Thus a
foreign company will be treated as a company resident in India for a previous

year if its place of effective management is in India in that previous vear.



Let me come to fund manager regime. The Finance Bill. 2015 provides for
a special tax regime for off-shore funds. The special tax regime has provided for
broad based funds. Accordingly. clause 6 of the Bill provides for certain
conditions regarding minimum number of investors. threshold of participation
mterest of a single member of the group or connected persons. These conditions
cannot be fulfilled by the Government funds. sovereign wealth funds and pension
funds. which are regulated under the laws of their countries.

Accordingly, I propose to provide that these conditions regarding minimum
number of investors. threshold of participation of interest of members, etc. will not
apply in the case of mvestment funds set up by the Government, by the foreign
Governments or its Central Bank or sovereign wealth funds and other funds as
may be notified by the Central Government subject to fulfilment of conditions.

Then there are some changes I am making with regard to the alignment of
provisions of the Income Tax Act with the ICDS Acts. There is an important
announcement that I had made in the Budget speech with regard to tax incentives
for the State of Bihar and West Bengal because the Prime Minister’s commitment

is that some of the States must be helped in order to grow.



Let me come to fund manager regime. The Finance Bill. 2015 provides for
a special tax regime for off-shore funds. The special tax regime has provided for
broad based funds. Accordingly, clause 6 of the Bill provides for certain
T 1 B T B R A ey [ S .,-\i-'
interest of a single member of the group or connected persons. These conditions
cannot be fulfilled by the Government funds, sovereign wealth funds and pension
funds, which are regulated under the laws of their countries.

Accordingly, | propose to provide that these conditions regarding minimum
number of investors, threshold of participation of interest of members, etc. will not
apply in the case of investment funds set up by the Government, by the foreign
Governments or its Central Bank or sovereign wealth funds and other funds as
may be notified by the Central Government subject to fulfilment of conditions.

Then there are some changes I am making with regard to the alignment of
provisions of the Income Tax Act with the ICDS Acts. There is an important
announcement that I had made in the Budget speech with regard to tax incentives
for the State of Bihar and West Bengal because the Prime Minister’s commitment
is that some of the States must be helped in order to grow.

(z3/1700/brv-cp)

Whatever package we have announced for the State of Andhra Pradesh will be
applicable to the States of Bihar and West Bengal. Therefore, those are being
incorporated in the Finance Bill itself.

There is an important issue of Cooperative Sugar Mills just like the issue of
Cooperative Banks that you have raised. The Sugar Mills operating in the
cooperative sector in certain States of India, particularly Maharashtra and Gujarat.
pay to the sugarcane growers a final amount often referred to as the Final Cane
Price which is over and above the price fixed by the Central Government under the
Sugar Control Order, 1996. The payment of FCP over and above the said price and
the timing and the manner of its determination have resulted into tax dispute

regarding allowability of the excess payment. I propose to provide that the amount



paid as price of sugarcane by cooperative societies engaged in the manufacture of
sugar at a price which is fixed or approved by the Government shall be allowed as
a deduction in computing the business income of the sugar cooperatives. The
proposed amendment will resolve this tax dispute prospectively.

[ now come to Deferment of MAT with regard to REIT/InvIT. The
Finance Bill 2014 provided for tax neutrality in respect of exchange of shares of a
Special Purpose Vehicle with the units of a business trust. However, no neutrality/
deferment of MAT lability was provided. The liability under the MAT may arise
due to recording of exchange of the shares with the units at fair value in
compliance with the provisions of notified accounting standards by a
shareholder, being a company. This may result into cash flow problems for the
companies.

In order to address this issue, | propose to provide for exemption
from levy of MAT on gains and losses arising from exchange of shares with the
units of a business trust RETT/InvIT. The hability under Minimum Alternate Tax
will arise only on actual transfer of such units. Now, I come to MAT on Foreign
companies. The Finance Bill. 2015 proposes to provide that in case of Flls profits
corresponding to their income or capital gains on transactions in securities which
are liable to tax at a lower rate shall not be subject to MAT. There is, however, an
old dispute which is pending in the Supreme Court. Considering the various
representations received subsequently and the fact that certain incomes are taxed
on gross basis in case of foreign companies, I now propose to provide that the
amount of income accruing or arising to a foreign company from (1) capital gains
arising on transactions in securities, (2) interest, royalty or fees for technical
services chargeable to tax at a rate lower than 18 per cent shall not be liable to
MAT. In addition to this, as far as indirect tax proposals are concerned, there are
some representations that | have received from a number of Members of
Parliament. The first I have received from the industry and from Members of Goa,

particularly with regard to iron ore fines or the powder which have are mined



there. Domestic iron ore miners, especially miners of low grade iron are reeling
under pressure due to substantial fall in international prices of iron ore affecting
livelihood of several sections of the society associated directly or indirectly with
iron ore mining. As a measure of relief, I propose to reduce the export duty on iron
ore fines below 58 per cent FE content from 30 per cent to 10 per cent. However,
export duty on other iron ore required by domestic steel industry is being retained
at 30 per cent.

As a measure to provide a level playing field to domestic manufacturers in
the private sector vis-a-vis Defence Public Sector Undertakings and Ordnance
Factory Boards and imports, I propose to withdraw the excise duty exemption
presently available to the Defence PSUs and Ordnance Factory Boards. I also
propose to withdraw the exemption from additional duty of customs, CVD, and
SAD in certain cases. These imports will, however, continue to remain exempt
from basic customs duty. These changes will be effective form 1% June, 2015.
Further, direct imports of such goods by the Government of India and the State
Governments shall continue to remain exempt from basic customs duty and CVD
and SAD.

Then, for the hon. Members from Kerala, who have all met me regarding
natural rubber, rubber is a plantation crop. Over 12 lakh farmers are dependent on
this crop for their livelihood. In recent months, the prices of rubber both in the
international and domestic markets have fallen considerably. To protect the
interests of rubber growers, I propose to increase the basic customs duty on natural
rubber from 20 per cent or Rs.30 per kilogram, whichever is lower, to 25 per cent
or Rs.30 per kilogram whichever is lower. While the increase in the ad valorem
component of duty will protect the interests of domestic rubber plantation farmers
when the prices rule low, no increase in specific component will protect the
interest of domestic users of natural rubber as and when the international prices

rise.



In order to promote ‘Make in India’ by boosting domestic weavers and
exporters of silk while simultaneously ensuring reasonable protection for domestic
agricultural industry, I propose to reduce the basic customs duty on raw silk from
15 per cent to 10 per cent. This will address the problems of duty inversion in the
sector of silk yarn fabric and attract a basic customs duty of 10 per cent.

In Service Tax, I propose to make some changes in certain penal provisions
in the Service Tax so as to broadly align them with the corresponding provisions
of the Central Excise Law,

In the Budget of 2015-16, several social security schemes were announced.
I propose to exempt the levy of Service Tax on life insurance business provided
under the Pradhan Mantri Jeevan Jyoti Bima Yojana. services of life insurance
business provided under the Pradhan Mantri Jan Dhan Yojana, services of general
insurance business provided under the Pradhan Mantri Suraksha Bima Yojana and
services provided by contribution collecting agencies under the Aral Bima Yojana.

In addition to this, | propose to make certain amendments arising out of the
Budget proposals. Notifications giving rise to these proposals are being issued and
shall be laid before Parliament in due course.

With these announcements, Madam, I commend the Finance Bill to this
hon. House for approval.

(ends)



