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Topic: For Prelims and Mains 

Tax on high net worth individuals: 

Why in News?  The increase in tax on high net worth individuals, 

announced in the Union Budget, will not result in an outflow of Foreign 
Portfolio Investments (FPIs), Finance Minister Nirmala Sitharaman 
informed the Lok Sabha recently. 

Who are high net worth individuals? 

High-net-worth individual is a term used by some segments of the financial 
services industry to designate persons whose investible assets exceed a given 
amount. Typically, these individuals are defined as holding financial assets 
with a value greater than US$1 million. 

About: 

 As per the Finance Ministry,the higher tax will only apply to 
individuals and FPIs registered as trusts, which are also treated as 
individuals. The FPIs that are registered as companies will not be 
affected. 
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 The increase in the effective tax rate is only on individuals who are 
earning above a certain amount per year, and this includes forms of 
FPIs that are registered as trusts, which are treated as individuals. 

The House passed the Finance Bill after the debate. 

 In the Budget, Ms. Sitharaman had announced an increase in the 
surcharge paid by high net-worth individuals, effectively increasing 
their tax rate by 3% for those earning between Rs 2 crore and Rs 5 
crore a year, and 7% for those earning more than Rs 5 crore 
annually. 

 She also clarified that the Budget proposal of a 2% TDS on cash 
withdrawals exceeding Rs 1 crore a year from a single bank account 
would be adjusted against the tax paid by that individual at the end of 
the financial year. 

 “The tax on cash withdrawals will be adjusted with the tax paid at 
the end of the year by the taxpayer,” Ms. Sitharaman said. “It is 
not a tax that is over and above the tax they pay in the year, and it is 
not a parallel tax. It will be adjusted.” 

What is the Effective Tax Rate? 

 The effective tax rate is the average tax rate paid by a corporation or 
an individual. The effective tax rate for individuals is the average rate 
at which their earned income, such as wages, and unearned 
income, such as stock dividends, is taxed.  

The effective tax rate for a corporation is the average rate at which its pre-
tax profits are taxed. 

About the Foreign Portfolio Investment (FPI): 

 Foreign portfolio investment (FPI) consists of securities and other 
financial assets passively held by foreign investors. 

 It does not provide the investor with direct ownership of financial assets 
and is relatively liquid depending on the volatility of the market. 

 Foreign portfolio investment is part of a country’s capital account and 
is shown on its Balance of Payments (BOP). 
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 The BOP measures the amount of money flowing from one country to 
other countries over one monetary year. 

About the Current Account/ Capital Account: 

The current account represents a country's net income over a period of 
time, while the capital account records the net change of assets and 
liabilities during a particular year. 

In economic terms, the current account deals with the receipt and 
payment in cash as well as non-capital items, while the capital account 
reflects sources and utilization of capital.  

 

************ 

Topic: For Prelims and Mains 

Ebola - An International Emergency : 

Why in News?   The World Health Organization (WHO) has recently 

declared ‘Ebola virus’ outbreak in Congo as an international health 
emergency. 

 The outbreak, the second largest in history, has killed more than 
1,600 people in Congo. 

 Ebola is a rare but deadly virus that causes sudden fever, intense 
weakness, muscle pain and a sore throat. 

 It progresses to vomiting, diarrhoea and both internal and external 
bleeding. 

 It is formerly known as Ebola haemorrhagic fever, Ebola virus 
disease (EVD). 

 It spreads to humans by contact with the skin or bodily fluids of an 
infected animal, like a monkey, chimp, or fruit bat. 

 It also spreads between humans through direct contact with an 
infected person. 

 It can spread quickly and be fatal in up to 90% of cases. 

 Patients tend to die from dehydration and multiple organ failure. 

 Vaccines to protect against Ebola are under development. 
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 There is no licensed Ebola treatment, but early care such as 
rehydration helps to improve the chances of survival. 

 An experimental vaccine “rVSV-ZEBOV” proved highly protective and 
is being used in the ongoing outbreak in Congo. 

************ 

 

Facts for Prelims: 

 Cannabis: 
 There is not a single document which shows that cannabis is lethal 

to human, a social cause litigation has claimed before the Delhi 
High Court in its pursuit to bring an end to various existing laws in 
India that prohibit and criminalise its use. 

What is Cannabis? 

 Cannabis, also known as marijuana among other names, is a 
psychoactive drug from the Cannabis plant used for medical or 
recreational purposes. 

 The main psychoactive part of cannabis is tetrahydrocannabinol 
(THC), one of the 483 known compounds in the plant, including at 
least 65 other cannabinoids. 

 Cannabis can be used by smoking, vaporizing, within food, or as an 
extract. 
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