No. : 23A/1704/2010
            December, 22, 2010.
Mr. Ajit Pawar,
Hon’ble Minister for Finance,

Government of Maharashtra,

Mantralaya,

MUMBAI 400 032.

Respected Sir,

Sub :
PRE-BUDGET MEMORANDUM FOR 2011-2012.
GREETINGS IN THE 60TH DIAMOND JUBILEE YEAR OF THE HOTEL AND RESTAURANT ASSOCIATION (WESTERN INDIA) !
The Hon’ble Chief Minister of Maharashtra, Mr. Ashok Chavan is declaring the year 2011-2012 as the Maharashtra Tourism year, in view of increasing the tourism activities in the State, we request you to kindly consider our below mentioned proposal, which would go along a long way in fulfilling the desired target set by the Hon’ble Chief Minister. 
The State of Maharashtra is known for its industrialization and the City of Mumbai considered the Financial Capital of India, but the inflow of tourism need to be actively increased as Maharashtra lags behind the States of Goa, Kerla and Rajasthan as far as inflow of tourism is considered.  This segment of the Industry caters  to total 9% of the employment generation and  is one of the highest inflows of foreign exchange in to the State.  The Hospitality Industry looks forward to you for certain concessions which would increase the flow of tourism by three to four folds in the State of Maharashtra and the demand and services for hotels and restaurants sector is revived,  First by removing the fear and concern about safety and security in the minds of the tourists and secondly, by extending fiscal reliefs.  While the Association very much appreciates the measures adopted by the State Government, for changing the mindset of the general public about the safety aspects, the Association would like to submit the following fiscal  proposals for your kind consideration, while presenting the budget for the year 2011-2012 :

LUXURY TAX : PRESENT STATUS.

	Actual Room Tariff
	Rate

	Upto Rs.750/-
	Nil

	Rs.750/- to Rs.1199/-
	4%

	Rs.1200/- and above
	10%


OUR PROPOSAL :
The following structure is adopted :

	Actual Room Tariff
	Rate

	Upto Rs.1,500/-
	Nil

	Rs.1501/- to Rs.3000/-
	4%

	Rs.3000/- and above
	6%


JUSTIFICATION :

Maharashtra is visited by 15 million tourists, both foreign and domestic.  There is thus a yawning gap between demand and supply, which needs to be bridged at the earliest.  To improve the supply position, it is, therefore, necessary that necessary encouragement is given to existing hoteliers as well as new entrepreneurs to set up Hotels and Restaurants.  The aforesaid exemption / reduction in Luxury Tax rates will achieve that purpose and the Association is confident that it will mark a beginning of improving tourist arrivals in Maharashtra, is a State having a variety of tourist destinations, be it the beaches or hill stations or pilgrimage centers or destinations for Health tourism.  The reduction will help in revival of services rendered by Hotels and through its great multiplier effect, there will be a spurt in demand for products of both agricultural and industrial sectors.  The reduced rate, will also enable Maharashtra to stand up to competition from other destinations including the neighbouring countries in Asia, to which most of the tourist traffic is now getting diverted.  The Association firmly believes that the reduced rate of Luxury Tax will not only improve compliance of the law, but in terms of absolute terms, the Luxury Tax collection will go up, due to the improved demand generated by such fiscal measure.
ELECTRICITY DUTY :

At present the electricity Duty charged on Hotels and Restaurants is at the Commercial rate of 13% as against the rate of 6% levied on industrial units.  As you are aware, the tourism activity was accorded the status of an Industry by the Government in April 1999.  Till date, however, the State Government has not brought about parity in Electricity Duty and Hotels and Restaurants are being treated as commercial entities.
It is, therefore, essential that this parity is brought about forthwith and the rate of electricity duty is brought down to 6%.

You are well aware, that power and fuel is one of the major cost of operation in Hotels and Restaurants.  Over the last couple of years, the electricity Supply Companies namely MSEDCL, BEST, Reliance Energy and Tata Power have all raised their tariffs by obtaining favourable orders from MERC inspite of representations made to MERC against such steep increases.  The tariff shock of nearly 200 to 300% increase in power tariffs, would indeed be the last straw on a camels back.  The heavy burden out of the increased electricity tariff, will have a cascading effect and many small hotels and restaurants will have to do away with facilities extended to their guests or chose the option of closing down their establishments.

The State Government’s favourable consideration of this request will indeed be of great assistance for Hotels and Restaurants, to survive at this critical juncture.

TOURISM PROMOTION BUDGET :

The State Government has been earmarking meager funds for tourism promotion in Maharashtra.  Tourism as you know, with its great multiplier effect will bring in better  economic revival to the state.  It is the right kind of Industry, as per renowned economists, to give a boost to general economic progress at all times.  The Association would, therefore, urge you to allocate substantial funds for promotion of tourism, for building up an appropriate tourism infra structure as well as attract the flow of tourists once again to Maharashtra, in a substantial manner.
The Association requests you, to grant a personal hearing in the matter to discuss the above proposals in detail.

I look forward to your kind consideration as well as an appointment.

With kind regards,

Yours sincerely,

KAMLESH BAROT

PRESIDENT
