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Tax & You: Budget 2014 

The direct taxes proposals in the 2014 Budget are straight forward and a step forward towards 

reducing tax litigation. The budget eases the pocket of the small and medium taxpayers giving them 

more liquidity.  

With no retrospective amendments being proposed, this could be an indication of the Government’s 

intention of not to unsettle the past. 

Most changes are proposals put forth by the Finance Minister. Before these become law, they will 

undergo debates in Parliament and possible amendments. The final changes will come about after 

that, likely in August 2014.  

Each change proposal comes with fine print, conditions and details.  This note only highlights the 

changes and gives an overview.  It is important to understand all the details before taking action. 

This Note explains only the important changes, and those relating to resident Indians. If you are 

interested in other changes, including for non-residents, please contact G&G.  
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Direct Taxes 

1. Tax Rates & Slabs 

Resident Indians/HUF’s  

Tax rates have remained the same.  

Amount in ` 

Rates Individuals /HUF’s Sr Citizens Very Sr Citizens 

Nil Upto 2.50 L Upto 3.0 L Upto 5 L 

10% 2.50 to 5.0 L 3.0 to 5.0 L NA 

20% 5.0 to 10.0 L 5.0 to 10.0 L 5.0 to 10.0 L 

30% 10.0 L+ 10.0 L + 10.0L + 

 

Surcharge:  

Surcharge @ 10% is applicable for total income exceeding ` 1 Crore.  

In the case of domestic companies, and Foreign Companies surcharge is applicable as under:  

Slabs Domestic Company Foreign Company 

Upto 1 Cr.  NIL NIL 

1 Cr.  to 10 Cr. 5% 2% 

10 Cr  10% 5% 

 

Education cesses  

Education Cesses remain as before at 3% of the income tax and surcharge.  
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2. Sec 80C 
Deductions for savings and insurance payments increased to ` 1,50,000.  Incidentally the maximum 

investment into in PPF accounts is now increased to `1,50,000. Earlier it was `1,00,000.  

3. Interest on Housing Loan  
Housing loan interest deduction on self-occupied house property is enhanced to ` 2 lakhs. Earlier it 

was ` 1,50,000. 

4. Dividend Distribution Tax 
Companies declaring dividends henceforth have to pay dividend distribution tax on the gross 

dividends declared.  Earlier companies were paying ` 100 as a dividend, and were paying ` 15 as 

dividend distribution.  Now a company has to pay ` 15 as dividend distribution tax for distributing ` 

85 as dividend.   

5. Disallowance for Non-compliance of TDS  
Disallowances of expenses for TDS non-compliances is now reduced to 30%.  Earlier the disallowance 

was 100% of the expense. No change in the reversal of disallowance.   That is the year in which the 

TDS default is complied with the disallowance will be reversed. 

Disallowances for non-compliances of tax deduction at source is now extended to all payments made 

to residents including salaries, payments to directors which were not covered earlier. 

6. Trusts  
Trusts and entities registered under section 12AA cannot avail exemptions under section 10 except for 

exemption under section 10(23C)(1). 

Having claimed acquisition of asset as an application of income, depreciation on the same asset can 

no longer be claimed as application of income.  

Assessments of Trusts and entities registered under section 12AA cannot be reopened u/s 148 only for 

want of registration for years prior to registration unless the registration granted is cancelled. 

Scope of cancellation of registration of Trusts is widened. 

7. Sops for Manufacturing Companies 
Manufacturing units investing ` 25 crores or more in plant and machinery in a year can avail 

Investment Allowance of 15% of the cost of plant and machinery.  This is in addition to the 

depreciation.  This deduction can be availed upto FY 2016-2017. 
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8. Corporate Social Responsibility (CSR) expenses 
CSR expenses incurred is not deductible under the general provisions of the Act unless such 

expenditure is specifically provided as an allowable expenditure.  

9. Presumptive Taxation  
Goods carriage vehicle operators now have to offer income of ` 7,500 or more per vehicle per month 

under presumptive taxation. 

10. Capital Gains – Shares and Debt Funds  
Capital Gains arising from unlisted shares held for 36 months or more will be taxed as Long Term 

Capital Gains. Earlier, the holding period was 12 months.  

Capital Gains arising from debt oriented mutual fund held for 36 months or more will be taxed as 

Long Term Capital Gains and taxed at 20% after allowing indexed cost of acquisition. Earlier, the 

holding period was 12 months and was taxed at 10% without indexation or at 20% after allowing 

indexed cost of acquisition, whichever was beneficial. 

11. Capital Gains – Compulsory acquisitions  
Capital gains arising on receipt of enhanced compensation under an interim order will be taxed in the 

year the final order is issued. Earlier receipt of enhanced compensation was taxed in the year of 

receipt. 

12. Capital Gains Saving Bonds  
Deduction for investment into specified bonds (REC or NHAI) can be availed only for ` 50 lakhs in an 

assessment year for saving Capital gains tax. Earlier one could have availed this deduction upto 1 

crore. 

13. Capital Gains – Residential Property  
Deduction is allowed for acquiring only one residential house property in India to save capital gains 

tax.  Earlier, it could be possible to claim deduction for investment in multiple residential properties. 

Also, earlier investment in overseas residential property could be claimed as deduction. 

14. Forfeiture of Capital Advances 
Advances received for a proposed transfer of a capital asset which is subsequently forfeited on 

account of cancellation of the transfer, the advance so forfeited now will be taxed as income from 
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other sources.  Earlier the forfeited amount was to be reduced from the cost of acquisition of the 

asset. 

15. TDS  
Orders for TDS defaults can now be passed upto 7 years from the end of the year in which TDS was 

ought to be deducted.  

16. Power Generating Units 
Units commencing power generation, distribution, transmission, renovation and modernisation of 

existing networks etc. before 31.03.2017 shall enjoy a tax holiday of 10 years.   

17. Transfer Pricing  
Advance Pricing Agreements (APA) can be made applicable upto 4 preceding years for arm’s length 

pricing of international transactions. In effect an advance pricing agreement will cover 4 earlier years 

and 5 subsequent years.  

Failure to furnish information to Transfer Pricing Officer attracts penalty @2% of value of the 

international transactions.  

18. Income Computation and Disclosure Standards 
Tax Accounting Standards currently prescribed are now renamed as Income Computation and 

Disclosure Standards. Department will notify further standards.  Non-compliance of these standards 

can lead to best judgement assessments.  

 

Disclaimer 

Information given here is collected or created to the best of our knowledge and ability with a view to give you 

general guidance and overview about the subject in hand. It is not meant to be treated as professional guidance 

for your specific case or situation. You should be using this only as first or preliminary information and take 

decisions about your issue or case only with appropriate professional guidance. 

The law, interpretation of the law, the regulations and such other things change frequently. Some of these 

changes may impact the information contained here. All the information may not be, therefore, correct or current 

always. This is yet another reason you must seek professional guidance before taking any action in your case. We 

have put up the information here bona fide with a view to help you understand the issues. However, we offer no 

warranty of any kind if you use this information and would be not liable to you if you take action based on these, 

in any manner whatsoever. If you use this information, it is understood that you accept this condition. 


