Infrastructure Finance:
· Rs 2,14,000 crores to be allocated towards infra development,  which is 23.5 per cent higher than last year. This is 48.5 per cent of the gross budgetary support to planned sector in the year 2011-12.

-          FII limit in corporate bonds in infrastructure is being raised by additional  USD 20bn
-        Tax free infra bonds worth Rs 30000 cr are proposed for PSBs constituting Rs 10,000 cr for Indian Railways, Rs 10,000 cr for NHAI, Rs 5,000 cr for HUDCO and Rs 5,000 cr for Ports)

-         During FY12, IIFCL disbursement target upped to Rs 25,000cr

-        Under take out financing scheme, 7 projects sanctioned with debt of Rs.1500 crore.  Another Rs.5000 crore will be sanctioned during 2011-12.

-         On-going metro projects will be provided financial assistance for speedy execution

-         Corpus of Rural Infrastructure Development Fund will be raised to Rs 80,000 cr.

-        Augmentation of storage capacity through private entrepreneurs and warehousing corporations  has been fast tracked.

-        Capital investment in creation of modern storage capacity will be eligible for viability gap funding of the Finance Ministry.

Infrastructure Debt Fund

In order to augment long-term, low cost funds from abroad for the infrastructure sector, it is proposed to facilitate setting up of dedicated debt funds.

Section 10 of Income-Tax Act excludes certain incomes from the ambit of total income.  It is proposed to amend Section 10 of Income-tax act so as to provide enabling power to the central government to notify any infrastructure debt fund which is set up in accordance with the prescribed guidelines.  Once notified, the income of such debt fund would be exempt from tax. It will, however, be required to file a return of income.

It is also proposed to amend Section 115A of the Income-Tax Act to provide that any interest received by a non-resident from such notified infrastructure debt fund shall be taxable at the rate of 5% on the gross amount of such interest income.  

It is further proposed to insert a new Section 194LB to provide that tax shall be deducted at the rate of 5% by such notified infrastructure debt fund on any interest paid by it to a non-resident.

These amendments are proposed to take effect from 1st June 2011.

Deduction for Investment in Long-term Infrastructure Bonds

Under the existing provisions of Section 80CCF of the Income-tax Act, a sum of Rs. 20,000/- (over and above the existing limit of Rs.1 lakh available under Section 80CCE for tax savings) is allowed as deduction in computing the total income of an individual or a Hindu undivided family if that sum is paid or deposited during the previous year relevant to the assessment year 2011-12 in long term infrastructure bonds as notified by the Central Government.

It is proposed to amend Section 80CCF to allow deduction on account of investment in notified long-term infrastructure bonds for the year 2011-12 (assessment year 2012-13) also.

The amendment will take effect from 1st April 2012 and will accordingly apply in relation to the assessment year 2012-13.

Extension of Sunset Clause for Tax Holiday for Power Sector

Under the existing provisions of Section 80-IA(4)(iv) of the Income-tax Act, a deduction of profits and gains is allowed to an undertaking which – 

(a) is set up for the generation and distribution of power if it begins to generate power at any time during the period beginning on 1st April 1993 and ending on 31 March 2011;

(b) starts transmission or distribution by laying a network of new transmission or distribution lines at any time during the period beginning on 1st April 1999 and ending on 31 March 2011.

(c) Undertakes substantial renovation and modernization of existing network of transmission or distribution lines at any time during the period beginning on 1st April 2004 and ending on 31st March 2011.

It is proposed to amend section 80-IA(4)(iv) to extend the terminal date for a further period of one year, i.e. upto 31st March 2012.  This amendment will take effect from 1st April 2012 and will accordingly apply in relation to assessment year 2012-13 and subsequent years.

Taxation of certain foreign dividends at a reduced rate

It is proposed to insert a new Section 115BBD to provide that where total income of an Indian company for the previous year relevant to the assessment year 2012-13 includes any income by way of dividends received from a foreign subsidiary company, then such dividends shall be taxable at the rate of 15% (plus applicable surcharge and cess) on the gross amount of dividends.  No expenditure in respect of such dividends shall be allowed under the Act.

This amendment is proposed to take effect 1st April 2012 and will accordingly apply in relation to the assessment year 2012-13.

Customs Tariff:
As a measure of rationalization of duty structure the rates of 2% and 3% are being unified with the median rate of 2.5%. Accordingly basic customs duty on all goods currently attracting 2% has been increased to 2.5% and basic customs duty on those goods attracting 3% has been decreased to 2.5%.(S. No. 1 & 2 of Notification No. 21/2011-Cus dated the 1st March 2011 refers)

Exemption from Basic Customs Duty on Tunnel Boring Machines

84.2 Full exemption from Basic Customs Duty and additional duty of customs (CVD) on tunnel boring machines and parts and components thereof for use in the assembly of Tunnel boring machines used for highway development projects is being provided. [List 18 of Notification No. 21/2002-customs as amended vide notification No. 21/2011-Customs refers].
Customs Duty on Bio-based Asphalt Sealer

27.4 Basic customs duty on bio-based asphalt sealer and preservation agent (CTH: 2715), millings remover  and crack filler (CTH: 2715), asphalt remover and corrosion protectant (CTH: 3402.90) and sprayer system for bio-based asphalt (CTH 8705) imported for bio-based asphalt road construction is being fully exempted (S. No.230A of Notification No.21/2002-Cus dated 1st March, 2002, as amended by Notification No. 21/2011-Cus dated the 1st March 2011 refers)
Exemption for Ash Disposal System, Water Storage Facilities

M.3 The benefit of exemption available on Ultra Mega Power Projects is being extended for development of facilities such as Ash disposal system including ash dyke, water intake including treatment and storage facilities and coal transportation, both inside and also outside the power plant’s designated boundary except the township.

Cement & Steel

M.4 It is being clarified that the Cement & steel going into construction activity of the power project are not eligible for the benefit of customs duty and excise duty exemptions and that the special power cables connecting generators and right upto the transformer within the power generation plant would be eligible for the benefits of the said exemptions.

Water Pumping Station

M.5 Water Pumping Station and Water Reservoir are being included in the scope of projects eligible for such exemption. [Notification Nos. 13/2011-Customs and 16/2011-Customs refers].
Central Excise:
Excise Duty Exemption to Pipe Fittings:

84.2 Full exemption from excise duty is being extended to pipe fittings such as joints, elbows couplings etc used for delivery of drinking water from its source to the plant and from there to the first storage plant is being extended to (S.No. 7 of the notification No. 6/2006-Central Excise as amended vide S.No. 7 of the notification No.06/2011-C.E dated 01.03.2011 refers).Water filters functioning without electricity but with pressurized tap water as well as without pressurised water and replaceable kits thereof are being subject to 1% duty without Cenvat credit facility [S. No. 57 of notification No. 2/2011-CE refers].
Chapter 38 Ready Mix Concrete (RMC)

38.1 A tariff rate of 5% excise duty is being prescribed on Ready-mix concrete (RMC). However these goods would attract the concessional 1% duty without CENVAT credit facility. (S. No.46 of notification No.1 /2011-Central Excise, dated 1st March, 2011 refers)
Chapter 56

56.1 A tariff rate of 5% excise duty is being prescribed on goods falling under sub-heading 5601 10 00. However it will attract the concessional rate of 1% without CENVAT credit facility (S. No. 71 of notification No. 1/2011-Central Excise, dated 1st March, 2011 refers) 

Chapter 58

58.1 A tariff rate of 5% excise duty is being prescribed on all goods falling under heading 5805 and 5807 However these goods would attract a concessional rate of 1% without Cenvat credit facility.(S. Nos.73 and 74 of notification No. /2011-Central Excise refers) 

(This includes Ready Mix Concrete, Ceramic Tiles)
Amendments in Central Excise Act, 1944:

A new Section 35R is being inserted retrospectively with effect from 20.10.2010 so as to empower the board to issue instructions relating to non-filing of appeal in certain cases in line with National Litigation Policy.

CHAPTER 68 AND 69  : BRICKS & TILES

68.2. Concessional excise duty at the rate of 1%, without CENVAT credit facility, is being imposed on the following goods, namely:-

(i) Sandlime bricks falling under Chapter 68 0r 69

(ii) Ceramic building bricks falling under CETH 6904 10 00

(iii) Roofing tiles falling under CETH 6905 10 00

(iv) Burnt Clay tiles conforming to IS specification No.3367-1975

(v) Ceramic tiles subjected to the process of printing, decorating or ornamenting in a factory which does not have the facilities (including plant and equipment) of producing ceramic tiles

(S. Nos. 78, 82, 83, 79 and 80 of notification No. 1/2011-CE and S. No. 41, 44, 45, 42 and 43 of notification No. 2/2011-CE both dated 01.03.2011 refers).
Chapter 25 CEMENT 

Central excise duty rates on cement and cement clinker are being revised as follows:
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89.3 A Tariff rate of 5% is being prescribed for all goods falling under tariff heading 8905 (Light-vessels, fire-floats, dredgers, floating cranes, and other vessels the navigability of which is subsidiary to their main function; floating docks; floating or submersible drilling or production platforms). However these goods would be subject to the concessional duty @ 1% without CENVAT credit facility. (Finance bill 2011 and S.No. 113 of the notification No. 01/2011- Central Excise dated 01.03.2011 refers).

Service Tax:

Amendments to Works Contract (Composition Scheme for Payment of Service Tax) Rules, 2007

A new sub-rule (2A) is being added in rule 3 in the Works Contract (Composition Scheme for Payment of Service Tax) Rules, 2007 vide Notification 1/2011-ST so as to restrict the Cenvat credit to 40% of the tax paid on services relating to erection, commissioning & installation; commercial or industrial construction and construction of residential complex, in case tax has been paid on full value of the service after availing Cenvat credit on inputs i.e. without availing exemption notification 1/2006-ST dated 01.03.2006. This has been done to ensure that the credit on inputs is not availed of indirectly while availing of the composition scheme.

Important changes in Cenvat Rules, 2004

“Input” has been defined to include, inter-alia, all goods used in a factory by the manufacturer and goods used for providing any output service;

Goods that shall not constitute input have been specifically excluded. These shall include, besides petroleum items, any goods used for construction of a civil structure (by a manufacturer as well as a service provider) excepting when they are used in the provision of any of the specified construction services. Thus, goods used by a sub-contractor for rendering services of construction to the main contractor shall constitute input.

Amendments to Export of Services Rules, 2005

Globally the taxation of services across different taxing jurisdictions is increasingly moving towards destination-based levy in respect of B2B services while origin-based levy is largely applicable to B2C services. In tune with this practice, certain services are being rearranged as follows:

(i) Service provided by builders [section 65(105)(zzzzu)] is being added to sub-rule 1(i) and will thus be considered as exported, subject to compliance with other conditions, if the immovable property is situated outside India.

Exemption from Service Tax:

· Construction of Port

Services provided in relation to the execution of works contract, referred to in sub-clause (zzzza) of clause (105) of section 65 of the Finance Act, when provided wholly within the port or other port, for construction, repair, alteration and renovation of wharves, quays, docks, stages, jetties, piers and railways are exempt from the whole of service tax leviable thereon under section 66 of the Finance Act.(Notification No. 11/ST-2011)
· Construction of Airport

services provided in relation to the execution of works contract, referred to in sub-clause (zzzza) of clause (105) of section 65 of the Finance Act, when provided wholly within an airport and classified under sub-clause (zzm) of clause (105) of section 65 of the Finance Act, 1994, are exempt from the whole of service tax leviable thereon under section 66 of the Finance Act.(Notification No. 10/ST-2011)
· Construction of new residential complex or pat thereof or completion and finishing services of new residential complex or part thereof

Service of execution of a works contract referred to in sub-clause (zzzza) of clause (105) of section 65 of the Finance Act, when provided for the purpose of carrying out,-

(a) construction of new residential complex or part thereof; or

(b) completion and finishing services of new residential complex or part thereof ,

under Jawaharlal Nehru National Urban Renewal Mission and Rajiv Awaas Yojana, are exempt from the whole of the service tax leviable thereon under section 66 of the Finance Act.(Notification No. 6/ST-2011)
General

Standard rate of Service Tax retained at 10 per cent, while seeking a closer fit between present regime and its GST successor.

All individual and sole proprietor tax payers with a turn over upto 60 lakh freed from the formalities of audit.

To encourage voluntary compliance the penal provision for Service Tax are being rationalised. Similar changes being carried out in Central Excise and Custom laws.
Infrastructure Policy:
· Government to come up with comprehensive policy for further developing PPP projects.

· Group of Ministers (GoM) being constituted for re-visiting the statutes etc. in the specific context of the clearances required for infrastructure and mining projects.

· NSDC being given further support of Rs 500 crore this year

· Indian Stamp Act Bill being revised. A bill will be introduced this year.

For detailed Notifications, please refer to the Annexure.
