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The Finance Minister (FM) Ms Nirmala

Sitharaman presented the Union Budget on

February 01, 2020. The Budget speech, longest in

the history of Independent India, announced many

schemes in varied sectors, introduced a new income

tax regime (optional), while trying to maintain a

balancing act between populist and pragmatist

measures. The escape clause under the Fiscal

Responsibility and Budget Management Act

(FRBM) was executed to relax the fiscal deficit

upper limit by 50 basis points (bps). In the

following note, a brief summary of the Union

Budget is presented, highlighting the key points.

• Total expenditure under 'Agriculture & Allied

Activities” has been increased by 5.1% over

previous year.

• The FM proposed a sixteen point action plan for

the agriculture sector.

• Agricultural credit has been set at 15 lakh

crores.

• Comprehensive measures to be taken for 100

water-stressed districts in the country.

• State governments will be encouraged to follow

and implement model laws on the sector.

• Pradhan Mantri Kisan Urja Suraksha evem

Utthan Mahabhiyan (PM-KUSUM) to be

expanded to provide 20 lakh farmers in setting

up solar pumps. Farmers can sell surplus power

to the solar grid and make a living.

• KISAN RAIL and KRISHI UDAN schemes to be

set up through PPP model for transportation of

perishable goods.

• Scheme to boost manufacturing of electronic

devices such as mobile phones and medical

devices to be announced soon.

• National technical textile mission with an

outlay of 1480 crore for four years announced

to reduce dependency on technical textile

imports.

• To develop 100 more airports under the UDAN

scheme.

• To monetise highways with total length of 6000

km before 2024.

• Government would provide 20% of equity

capital in the proposed Bengaluru Suburban

transport project

• National logistics policy to be introduced to

augment the competitiveness of the domestic

movement of goods.

• Large scale solar power planets to be set up

alongside railway tracks

• 22,000 crores to be provided for the power and

renewable energy sector.

• Private sector to be allowed to build data centre

parks.

• Setting up of knowledge translation clusters and

scaling up of technology clusters to be

undertaken across the country.

• National Mission on Quantum Technology with

an outlay of 8,000 crores for five years to be set

up.

• The debt restructuring window for the MSMEs

to be extended by the RBI till 31 March 2021.

• App-based financing loans product to be

launched, to overcome the delay in payments

and cash flow mismatches to MSMEs

Agriculture:

Industry:

Financial Sector & Markets:

`

`

`

`

A Summary of the Union Budget 2019-20
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• Turnover threshold for audit increased to 5

crores for MSMEs, with the enhanced limit

applicable to businesses that carry out less than

5% of their transactions in cash.

• Investment limit for foreign portfolio investors

(FPIs) in corporate bonds to be increased to 15%

(from 9% at present) of total outstanding stock.

• To enable higher quality education, sourcing

external commercial borrowings (ECBs) and

foreign direct investment (FDI).

• Specified categories of investment in

Government securities to be fully opened for

non-resident investors.

• To establish a mechanism for netting of

financial contracts to expand the scope of credit

default swaps.

• For FY21, gross Central Government

borrowings are budgeted at 7.8 lakh crores, up

from 7.1 lakh crores in the previous year.

• The Finance Minister invoked the escape clause

in the Fiscal Responsibility and Budget

Management (FRBM) Act, which allowed the

fiscal deficit as a percentage of GDP, to be

extended by 50 bps to 3.8%. This was done with a

view to support government spending in an

economy impacted by a prolonged slowdown.

• Sovereign securities switch of 2.7 lakh crores

has alsobeen announced, from 1.65 lakh crores

in FY20.

• Gross tax revenue is budgeted to grow at 12%

over previous fiscal's revised estimates (RE) to

24.2 lakh crores. Growth in GST has been

budgeted at 12.8% (vs RE FY20) to 6.9 lakh

crores.

• The Government has set a disinvestment target

of 2.1 lakh crores for FY21, including an IPO in

the Life Insurance Company of India (LIC).

Disinvestment has been proposed in the IDFC

bank too, through stock exchanges.

• Dividend from nationalised banks and financial

institutions, including the RBI has been

budgeted lower at 89,648 crores ( 1,51,636

crores). This is due to a lower expected interim

dividend from the RBI.

• Government's flagship health insurance scheme

- Ayushman Bharat to receive a higher outlay,

with total outlay for the health sector at 69,000

crores (8% over RE FY20). Viability gap funding

to be sought for setting up hospitals in districts

not covered under the flagship scheme.

• Excising district hospitals to be converted into

medical colleges under the Public Private

Partnership (PPP) mode.

• Infrastructure spending amounting to 102.5

lakh crores till FY25 has already been announced

earlier in the fiscal. The Central Government

will provide 41% of the capital outlay, with the

rest originating from the States or speculated off-

balance sheet borrowings.

• 100% tax exemption has been provided to FDI

income through investment in infrastructure

and other notified sectors. Investment has to be

made before 31st March 2024with a minimum

lock in period of 3 years, available to sovereign

wealth funds of foreign governments.

• Gram Panchayats are proposed to be linked with

internet connectivity under the BharatNet

scheme with an initial outlay of 6000 crores.

This will allow government schools and other

public institutions at panchayat levels to be

digitally enabled.

• The Finance Minister also proposed 99,300

`

`
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`
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` `
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Government Finances

Health, Housing and Infrastructure
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crores outlay for the education sector and 3,000

crores for skill development.

• Personal income tax slabs have been rejigged as

follows:

• The caveat lies in the fact that to avail of the new

income tax regime, the individual taxpayer has

to forego all existing exemptions provided under

the Income Tax Act. The advantage with the old

regime remains that incentivizes the taxpayer to

save for his/her future expenses, including

retirement planning. However, the individual

taxpayer will have the flexibility to switch

between regimes once every year.

• Currently, employee contributions to

retirement schemes are taxed under the

following criteria:

o Provident fund (PF) contribution is in excess of

12 % of salary

o National Pension scheme (NPS) contribution is

in excess of 14% of salary for Central

Government employees and 10% for other

employees

o Superannuation fund contribution is in excess

of 1,50,000

• It is now proposed to introduce an aggregate

limit of 7,50,000 to the above schemes. Any

excess contribution would be taxable as

perquisite.

• Non-resident Indians (NRIs) who currently stay

abroad and yet do not pay taxes in their

respective countries of residence, would be liable

to pay taxes in India. This is in response to

multiple cases of tax evasion in which the

offenders have escaped to a tax haven country.

• Tax holiday under the 'Housing for all' initiative

by the Government to be extended by another

year, along with additional interest exemption

of 1.5 lakh on home loans paid for affordable

housing.

• To incentivise start-ups, tax regulations on the

Employee Stock Options (ESOPS) awarded by

start-ups to their employees have been relaxed.

• Dividend distribution tax (DDT) has been

abolished at the hands of the company to

incentivise equity investment in the Indian

markets.

• Currently it is allowed to carry forward business

losses and unabsorbed depreciation for an

amalgamating banking company to the

amalgamated company. This benefit has been

extended to amalgamating public sector banks

and national insurance companies as well.

• Companies are now allowed to set off

distributed dividend up to one month before the

filing of tax return. This is done to remove the

cascading effect of taxes in inter-corporate

dividend.

• In case of mutual funds, no deduction other

than interest expense up to 20 per cent of

dividend income will be allowed.

`

`

`

`

Tax Proposals

Personal Tax

Corporate Taxation

Sr.
No.

Income Tax Slab
(`)

Existing
Tax Rates

New
Tax Rates

1 0 – 2.5 lakhs 0% 0%

2 2.5 – 5.0 lakhs 5% 5%

3 5.0 – 7.5 lakhs 20% 10%

4 7.5 – 10 lakhs 20% 15%

5 10.0-12.5 lakhs 30% 20%

6 12.5 – 15.0 lakhs 30% 25%

7 15.0 lakhs and above 30% 30%
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Sr.
No

Categories
2018-19 Actuals

(` Crores)
2019-20 BE
(` Crores)

2019-20 RE
(` Crores)

2020-21 BE
(` Crores)

1. Revenue Receipts 1552916 1962761 1850101 2020926

2. Tax Revenue (Net to Centre) 1317211 1649582 1504587 1635909

3. Non Tax Revenue 235705 313179 345514 385017

4. Capital Receipts 762197 823588 848451 1021304

5. Recovery of Loans 18052 14828 16605 14967

6. Other Receipts 94727 105000 65000 210000

7. Borrowings and Other Liabilities 649418 703760 766846 796337

8. Total Receipts 2315113 2786349 2698552 3042230

9. Total Expenditure 2315113 2786349 2698552 3042230

10. On Revenue Account 2007399 2447780 2349645 2630145

of which

11. Interest Payments 582648 660471 625105 708203

12. Grants in Aid for creationof capital assets 191781 207333 191737 206500

13. On Capital Account 307714 338569 348907 412085

14. Revenue Deficit 454483 485019 499544 609219

(% of GDP) 2.4 2.3 2.4 2.7

15. Effective Revenue Deficit 262702 277686 307807 402719

(% of GDP) 1.4 1.3 1.5 1.8

16. Fiscal Deficit 649418 703760 766846 796337

(% of GDP) 3.4 3.3 3.8 3.5

17. Primary Deficit 66770 43289 141741 88134

(% of GDP) 0.4 0.2 0.7 0.4

Table: Budget Highlights (in Crores)`
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