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Pre-Budget Memorandum-Direct Taxes

Pre-Budget Memorandum 2014–Direct Taxes: Highlights
 Retrospective amendments shall not be made 

wherever the question of law is decided in the favour of 
the assessee by the apex court. 

 One person Company (OPC) should be treated like 
any other company for taxation purposes. 

 A deduction of the expenditure on community/social 
development (both capital and revenue) be introduced, 
specifically covering critical areas like education, 
health, animal husbandry, water management, 
women empowerment, poverty alleviation and rural 
development. Even in cases where a company has its 
own trust or foundation, the deduction in respect of 
expenditure incurred for CSR activities should be 
allowed. Such expenses, however, should be subject to 
a limit say 5% of total income.

 Considering the Cost inflation Index (CII) of the year in 
which the various monetary limits under the Income-
tax Act,1961 were last revised and the CII of the year 
2013-14, an effort was made to make a comparative 
statement of the present limit and the figure of tentative 
limit, had the CII been applied to them. The same 
has been included in the Pre-Budget memoranda. It 
was suggested that the present monetary limits be 
revised upwards appropriately.

 In line with the provision of Section 320(92) read with 
section 2 of the Direct Taxes Code, 2013 the concept of 
“previous year” and “assessment year” may be replaced 
with the “financial year”.

 The date for determination of fair market value should 
be revised to a relatively recent time frame (such as 1st 
April, 2001) instead of 1st April, 1981.

 Filing of income tax return should be made 
mandatory for any Non-resident Indian owning a 
property or asset in India.

 Interest on all types of deposits may also be included 
within the scope of Section 80TTA.

 Appropriate amendment in the Act as well as ITR forms 
may be made to clarify that EC & SHEC should not be 
applicable on the rates specified under DTAA. 

 The limit to pay advance tax under Section 208 be 
raised appropriately. In fact, any assessee whose 
advance tax payable does not exceed R30,000 should be 
allowed to pay full amount in the last instalment. 

 Introduction of Advance ruling for residents. A fee 
for advance ruling can be fixed in a way that small and 
unnecessary applications are avoided.

 Wealth tax was amended in the year 1993 to exclude all 
productive assets from the definition of assets including 
motor cars which was used by the assessees for his own 
business or profession forming part of block of assets. In 
line with the intent of the law all such assets which form 
part of block of assets should be exempted from the 
definition of assets under Section 2(ea) of the Wealth 
tax Act.

 The basic exemption limit, beyond which wealth tax is 
charged, be enhanced to R1 Crore.

For detailed/download the Pre-Budget Memorandum-Direct 
Tax please visit the link: http://www.icai.org/new_post.
html?post_id=10683&c_id=219. 

As a regular practice, ICAI has submitted its Pre-Budget 
memoranda to the Ministry of Finance. The suggestions 
are intended to improve tax collection, Reduce/minimise 
litigations, Rationalisation of the provisions of taxation 
laws and remove administrative and procedural difficulties. 
Some of the important suggestions given in the Pre-budget 
memorandum (Direct Taxes) are given below:
 Abolition of surcharge imposed by the the Finance 

Act, 2013 i.e., 10% on an individual with total income 
exceeding R1 crore and for corporate (domestic 
companies), surcharge @10% only if, the total income 
exceeded R10 crore since it was intended only for the 
year 2013-14. 

 In line with the recommendations of the Standing 
Committee on Finance on DTC, the following tax slabs 
have been suggested:
Slab (lakh) Tax rate 
0-3 Nil 
3-10 10%
10-20 20%
beyond 20 30% 

 Taxpayers to be given due respect and be treated 
as a client. In fact there should be a system where the 
taxpayer paying tax, beyond a certain limit, is provided 
priority services. Like the taxpayer contributing tax 
more than 25 lakh may be issued a Gold card, like wise 
taxpayers contributing more than 1 crore may be issued 
a Platinum card. These cards may have certain services 
attached to them like home service for preparation or 
renewal of AADHAR card/ration card/driving license/
passport etc. and the like. For other taxpayers, services 
like online grievance portal, instant posting of all related 
orders in the account of the assessee, proper sitting 
arrangements in the Income tax offices and the like be 
provided. This attitude towards taxpayers, if adopted, 
would undoubtedly improve tax compliance thereby 
increasing the tax base. 

 Since a majority portion of direct taxes is paid to the 
credit of the Government through TDS and advance 
tax, it is suggested that no targets should be set by the 
Department for collection of taxes. In fact, internal 
mechanism is to be developed to ensure adherence of 
the timelines mentioned in the Citizens charter of the 
Department with regard to performance of services and 
adherence to the timelines should be made as a part of 
performance appraisal of the concerned. 

 Since non-verification of admissibility of basic 
deductions provided in Sections 80C, 80D and 24(b) 
have huge revenue impact, it is imperative to have a 
certification/verifications of all claims of deductions 
under section 80C, 80D, 24(b) and the like. 

 A single ITR form instead of ITR 1,2,3,4,5,6,7 should be 
prepared.

 It is suggested that an online grievance portal for 
speedy resolution of queries of assesses be created. 
If required, the ICAI would extend its full support in 
developing the said grievance portal.
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