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Salient Features of Interim Budget, 2019

Handed with the difficult task of presenting the final budget of the Government before general 
elections, the Interim Finance Minister (FM), CA. Piyush Goyal took centre stage last month to 
present the Government’s financial vision for the coming year. While pre-election budgets are 
usually limited and do not bring in new proposals, the FM did take some leeway to announce 
some sops for the rural and agricultural sector. He also used this opportunity to share the various 
changes made and his take on this Government’s achievements since 2014. Read on…

The Country’s Balance Sheet

For the coming year, the Government has planned 
to spend a lavish ` 27.84 lakh crore. I say lavish 
because this is an increase of 14% over last year’s 

budgeted expenditure. The bulk of this increase is 
going to the central schemes for agriculture. The 
planned allocation on such schemes have been 
increased by a whopping 135% to ` 1.5 lakh crore 
from ` 63 thousand crore. Substantial increase has 
also been planned for subsidy for petroleum. This 
may translate into relief of fuel prices, possibly just 
before elections.
Interestingly, despite the planned increase in seats 
in educational institutes by around 2 lakhs on 
account of the new reservation, the increase in 
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expenditure on Education has only been 10% to  
` 93 thousand crore.
The growth in expenditure is expected to be funded 
by a similar increase in tax revenues (15%) while 
hoping to maintain the fiscal deficit at 3.4%. This 
includes an increase of 17% in personal taxation 
from last year. With the current GDP growth rate 
hovering in the range of 7-8% and no new taxes 
being introduced, the growth expectation in tax 
revenues may fall short and keeping the fiscal 
deficit at 3.4% might be difficult to achieve.

The Schemes

Being an interim budget, the FM did not announce 
any new scheme for industry or on infrastructure. 
Most of the existing schemes such as MNREGA, 
Gram Sadak Yojna, Ayushman Bharat, Awas 
Yojna, etc. were continued with moderate 
increases. However, the FM did announce income 
support scheme for the farmers holding land up 
to 2 hectares of ` 6000 per year effecting from 
December 1, 2018.

Growth in expenditure is expected to be funded by a 
similar increase in tax revenues (15%) while hoping 

to maintain the fiscal deficit at 3.4%. This includes an 
increase of 17% in personal taxation from last year. 

With the current GDP growth rate hovering in the 
range of 7-8% and no new taxes being introduced, the 
growth expectation in tax revenues may fall short and 
keeping the fiscal deficit at 3.4% might be difficult to 

achieve

Benefit of interest subvention was extended to 
farmers engaged in animal husbandry and fisheries 
and to those who receive assistance under National 
Disaster Relief Fund. Interest subvention would 
also be available to GST registered SME units on 
incremental loan of up to ` 1 crore.
The above schemes will primarily benefit the rural 
sector increasing their income directly. This should 
indirectly lead to growth in the rural retail sector 
giving a small boost to the economic growth.
Pension scheme for the unorganised sector was 
announced with an assured monthly pension 
of ` 3000 per month from the age of 60 years on 
payment of monthly contribution starting from  
` 55 per month. Matching contribution would be 
made by the Government. While the Government 

has only planned an outlay of ` 500 crore for this 
scheme, the scheme will need to be reviewed for 
the long term impact.

First, the planned amount of ` 500 crore is meagre. 
With the FM himself estimating 10 crore people to 
benefit from this scheme, the minimum matching 
contribution comes at ` 6,600 crore. Further, the 
benefit of this scheme would at least take a decade 
to come as the corpus would have to reach a 
reasonable size for any person to be able to receive 
this amount of money. By that time, possibly the 
value of ` 3000 per month might not be significant 
enough.

The FM has also proposed amendments in the 
stamp duty to streamline the process of levy and 
collection of stamp duty on financial securities. 
The change will allow uniformity of taxation 
throughout the country and check evasion of duty. 
The system will allow collection of duty at one point 
with seamless distribution of duty to the relevant 
state. This will help in easing administrative loads 
for all investors while augmenting the revenue of 
the States.

Other Proposals

To support the SME sector, the FM has also 
proposed to increase the requirement for sourcing 
from SMEs by Government Enterprises to 25% 
from the existing 20%. A 3% sub-limit has been kept 
for SMEs owned by women. The FM also proposed 
to extend the ‘Government e-Marketplace’ for 
public procurement by all Centre-owned Public 
Sector Enterprises.

The FM has also proposed amendments in the stamp 
duty to streamline the process of levy and collection 

of stamp duty on financial securities. The change 
will allow uniformity of taxation throughout the 

country and check evasion of duty. The system will 
allow collection of duty at one point with seamless 

distribution of duty to the relevant state. This will help 
in easing administrative loads for all investors while 

augmenting the revenue of the States

Both these steps will be welcome by the SME sector 
as it will allow a bigger market for their products 
with country owned enterprises being significant 
consumer of such goods.
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Direct Taxes

In line with the theme of the budget, the direct 
tax proposals also primarily focused on lower 
segment of the taxpayers. While no new schemes/
deductions/exemptions were proposed for the 
businesses, the entrepreneurs will take solace in 
the fact that at least no new taxes were introduced 
this time. The FM also did not propose any tweaks 
in the existing law. The changes proposed in the 
current budget are as follows.

1. Rebate for resident individuals having 
taxable income up to ` 5,00,000

The FM announced full rebate from income tax 
for all resident individuals whose net taxable 
income is ` 5 lakhs or less. The rebate has been 
given by amending Section 87A and increasing 
the eligibility limit from an income of ` 3,50,000 
to ` 5,00,000. The quantum of rebate has also  
been increased from ` 2,500 to ` 12,500. It is 
important to note that this benefit is only to those 
individuals who are resident and whose income is 
upto ` 5 lakhs. The FM has not made any changes 
in tax slabs for individuals earning more than ` 5 
lakhs.

No marginal relief has been proposed for those 
taxpayers who would be earning income slightly 
above ̀  5 lakhs. Consequently, these taxpayers may 
end up having a lower net income after payment of 
tax than those with a lower income. The same can 
be understood by way of the following example. 
This is an anomaly which needs to be addressed by 
the Government.

Particulars Mr. X Mr. Y

Total Income  5,00,000  5,05,000

Tax on total income  12,500  13,500

Rebate u/s 87 A  12,500   -

Net Tax (incl cess)   -  14.040

Net income after tax  5,00,000 4,90,960

Coupled with other deductions currently available 
such as for investments, interest on housing loan, 
standard deduction, etc., a person having an 

income up to ` 9.85 lakhs may end up with paying 
no taxes.

Particulars Amount

Gross Total Income  985,000

Less :

-  Standard Deduction under 
Section 16 (applicable for 
salaried taxpayers only)

 50,000

-  Interest on housing loan under 
Section 24

 200,000

-  80C (Eligible Investments)  150,000

-  80CCD(2) (National Pension 
Scheme)

 50,000

 -  80D (Medical Insurance)  25,000

 -  80TTA (Bank Interest)  10,000

Total Deductions  485,000

Net Taxable Income  500,000

Applicable Tax  Nil

This amendment will benefit a large section of 
taxpayers especially the younger generation of 
salaried individuals earning between ` 40,000 to  
` 80,000 per month.

It is important to note that while no tax is payable 
by such individuals having income upto ` 5,00,000, 
they would still need to file their tax returns as their 
total taxable income is more than the maximum 
amount not chargeable to tax, i.e., ` 2,50,000. 
Hence, it is advised that tax returns should still be 
filed to avoid any default under section 139 and to 
avoid consequent penalty.

In line with the theme of the budget, the direct tax 
proposals also primarily focused on lower segment 

of the taxpayers. While no new schemes/deductions/
exemptions were proposed for the businesses, the 

entrepreneurs will take solace in the fact that at least 
no new taxes were introduced this time. The FM also 

did not propose any tweaks in the existing law
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2. Increase in Standard Deduction for salaried 
taxpayers

The Standard Deduction provided under Section 
16(ia) of the Act of ` 40,000 has been marginally 
increased to ̀  50,000 which will provide slight relief 
to all salaried taxpayers. Pensioners would also be 
benefitted by the relief since standard deduction is 
also available against pension income.

The effective saving for each individual would be 
between ` 2,080 and ` 3,120 depending on the 
tax slabs they fall in. Standard deduction was 
introduced in the previous budget in lieu of the 
transport allowance and medical reimbursement. 
The amount of increase being small may not 
be enough to bring any smile to the salaried 
individuals.

Individuals falling in 
highest slab rate of 30%

FY  
2018-19

FY  
2019-20

Net taxable income before 
standard deduction u/s 
16

1,200,000 1,200,000

Standard deduction u/s 16  40,000  50,000

Net taxable income after 
standard deduction u/s 
16

 
1,160,000

 
1,150,000

Income tax liability 166,920  163,800

Net Savings due to 
increase in standard 
deduction

 3,120

Individuals falling in 
slab rate of 20%

FY 
 2018-19

FY  
2019-20

Net taxable income before 
standard deduction u/s 
16

 800,000  800,000

Standard deduction u/s 
16

 40,000  50,000

Net taxable income after 
standard deduction u/s 
16

 760,000  750,000

Income tax liability  67,080  65,000

Net Savings due to 
increase in standard 
deduction

 2,080

3. Relief from Notional rent

A major relief that this budget brings in is for 
people owning multiple houses/buildings and for 
real estate developers. If a person owns more than 
one house/building, according to Section 23 of the 
Act, the second house is presumed to be let out 
and taxed at notional rent even when no rent is 
received by the owner.

The Budget has exempted taxation of notional rent 
for the second self-occupied house owned by any 
person. Section 23 is proposed to be amended to 
allow two self-occupied houses to be excluded 
from the calculation of notional rent. The FM 
shared that this has been allowed keeping in 
mind the large number of people who work in a 
city different from their native place and own two 
houses consequently.

Further, under Section 23(5), in the case of real 
estate developer, who holds any property or 
properties as stock in trade, notional rent is charged 
from the second financial year after the completion 
of the construction of the property. This will allow 
real estate developers an additional period of one 
year to sell off their properties.

The said section is proposed to be amended to 
provide such exemption from the existing one year 
to a period of two years from the end of the year in 
which building is completed.

4. Capital Gain relief for homebuyers
The budget has also given relief under section 54 
to assessee being an individual or HUF selling 
their existing house to buy residential houses. Up 
till now, exemption from Capital Gain on sale of 
residential house was only limited to the amount 
used for purchase of one new residential house. 
The Finance Bill, 2019 has now proposed to allow 
additional relief from tax on capital gain where an 
assessee being an individual or HUF invests the 
capital gain on sale of one residential property to 
buy two residential houses. The relief has been 
limited to the small and middle class families, as 
it can only be availed where capital gain from sale 
of the residential property is upto ` 2 crore. This 
benefit of buying two houses can only be obtained 
once in a lifetime by an individual.
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5. Extension of deadline for deduction for 
affordable housing developers

Developers of affordable housing projects whose 
projects are registered with the Competent 
Authority up to March 31, 2019 were eligible 
for exemption from tax on income from such 
projects under section 80-IBA. The Finance Bill 
has proposed to extend the deadline to register the 
projects by one year to March 31, 2020. No other 
changes are proposed in the given scheme.

The three proposals above are probably an attempt 
by the Government to give a mini boost to the real 
estate sector which has been languishing for the 
last decade.

6. TDS thresholds

The Finance Bill, 2019 also increases the minimum 
threshold for deduction of tax at source in case 
of rent and interest from bank and post offices 
deposits. The threshold for deduction of tax at 
source on interest under section 194A is proposed 
to be increased from ` 10,000 to ` 40,000. This is 
only applicable for interest from bank, cooperative 
banks and post offices. For interest from other 
than banks, cooperative banks and post offices the 
threshold for deduction of TDS on interest shall 
continue at ` 5,000.

The threshold for deduction of tax on rent under 
section 194-I is proposed to be increased from  
` 1,80,000 to ̀  2,40,000. This will again be a welcome 
step to all taxpayers particularly to the individuals 
in lower and middle income strata, especially the 
ones who need to file the returns only to claim the 
refund of TDS. While this may reduce a little bit 

the tax base, this will also reduce the unnecessary 
compliance for all the tax deductor, taxpayer and 
the tax administrator.
7. Administrative ease
The FM in his budget speech also announced some 
steps the tax department is taking for easing the 
process for the taxpayers. The processing of tax 
returns is now planned to be made practically 
instantaneous with all returns to be processed in 24 
hours. The refunds will also be issued simultaneously 
by the system once the return is processed. This 
is a welcome step as it will incentivise people to 
file their returns at an early date immediately at 
the beginning of the assessment year to get the 
return processed and obtain their refunds. The 
only challenge will be submission of TDS return by 
the deductor so that credit of TDS appears in form 
No. 26AS. Since the returns would be processed 
quickly, any shortcomings/defaults would be easier 
to catch and correct by the department or taxpayer.

The Finance Minister also announced plans to take 
the process of assessments online completely in 
a period of two years. The process would require 
no personal interface and will also be anonymised, 
i.e., the assessee and assessing officer would 
have no direct access to each other. This would 
be a welcome step, as it would lead to greater 
transparency, quicker resolution and reduction in 
corruption.
Concluding Remarks

With 2019 being the election year, we all expected 
a populist budget and the Government delivered, 
albeit to some extent. With the planned income 
support and interest subvention to farmers, pension 
scheme for unorganised sector, the agricultural 
and rural sector for sure would definitely get some 
cash in their hands. However, this will come at 
the cost of middle class, small businesses and 
corporates who would have to foot the bill. The big 
question that is definitely going to be is the fiscal 
deficit which may be difficult to manage. The new 
Government would again get a chance in July 2019 
to rework the numbers which is when the complete 
scenario would unfold and we can expect many 
more changes in the Direct Taxes including new 
Income-tax Act. n
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Doing what you like is freedom. Liking what you do is happiness. - Frank Tyger
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