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INTRODUCTION & TAXRATES

OVERVIEW OF INCOME-TAX LAW IN INDIA

INCOME TAX is the most significant direct tax. The Parliament has been empowered by
Entry No. 820of the Union List of Schedule V11 to Article 246 of the Constitution of India to
levy tax on all income other than agriculture income. Various Components of the income-tax
law in India are:

e Thelevy of income-tax in India is governed by the Income-tax Act, 1961.

e Once the Finance Bill is approved by the Parliament and gets the assent of the President, it

becomes the FinanceAct.

e The CBDT is empowered to make rules for carrying out the purposes of the Act. These rules
are collectively called Income-tax Rules, 1962.

e Circulars are issued by the CBDT from time to time to deal with clarifydoubts about certain
specific problems regarding the provisions.

e The study of case laws is an important and unavoidable part of the study of income-tax law.

LEVY OF INCOME-TAX
Income-tax is a tax levied on the Total Income of the previous year of every person.
COMPUTATION OF INCOME FOR AN ASSESSMENT YEAR
1. Income from salaries [Section 15 — 17]
Income from salary
Income by way of allowances
Taxable value of perquisites
Gross salary
Less: Deduction under section 16
Statutory Deduction @ 50,000
Entertainment allowance
Professional tax
Income from salaries
2. Income from house property [Section 22 — 27]
Adjusted Net Annual Value
Less: Deduction under section 24
Income from house property
3. Profits and gains of business or profession [Section 28 —44DB]
Net profit as per profit and loss account
Add: Amounts which are debited to P & L a/c but are not allowable as
deduction under the Act
Less: Expenditure which are not debited to P & L a/c but are allowableas
deduction under the Act
Less: Income which are credited to P & L a/c but are exempt undersection |....
10 or are taxable under other heads of income
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Add: Those income which are not credited to P & L a/c but are taxableunder
the head "Profits and gains of business or profession”
Profits and gains of business or profession
4. Capital gains [Section 45 — 55A]
Amount of capital gains

Less: Amount exempt under sections 54, 54B, 54D, 54EC, 54F, 54G,54GA, |....
54GB or 54H
Income from capital gains
5. Income from other sources [Section 56 — 59]
Gross income
Less: Deductions under section 57
Income from other sources
GROSSTOTAL [(1)+(2)+ (3) +(4) + (5)]
Add: Clubbing of Income [Loss] [Section 60 — 69D]
Less: Adjustment on account of set-off and carry forward of losses
[Section 70 — 80]
GROSS TOTAL INCOME
Less: Deductions under sections 80C to 80U [Chapter VIA]
Total Income or Net Income or Taxable Income

COMPUTATION OF TAX LIABILIT

Tax on Net Income [As per applicable Rates]

Less: Rebate u/s 87A

Total

Add: Surcharge, if applicable

Tax and surcharge

Add: Health and Education cess — 4%

Total Tax (After Surcharge & Cess)

Less: Relief under section 89 (Salary Chapter)

Tax after Relief

Less: Pre-paid taxes
TDS [Tax Deducted at Source] [Section 190 - 206AA] or TCS
Advance Tax [Section 207 — 219]
Self-Assessment Paid u/s 140A

NET TAX LIABILITY

MEANING OF ASSESSMENT YEAR AND PREVIOUS YEAR [SECTION: 4]
» Assessment year [Section 2(9)]

“This means a period of 12 months commencing on 1st April every year”. The year in which
tax is paid is called the assessment year while the year in respect of the income of which the tax
islevied is called the previous year. For example, for the AY 2022-23, the relevant PY is 2021-
22 (1.4.2021 to 31.3.2022).
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» Previous year [Section 3]

It means the financial year immediately preceding the assessment year. The income earned
duringthe previous year is taxed in the assessment year.

Business or profession newly set up during the financial yearERIIE{idaR:-Wert-RR N o] E=\Vi[o IV

year shall be the period beginning on the date of setting up of the business or profession and
ending with 31st March of the said financial year.

NGRSl (el il TaleleliiEH In such a case, the previous year will commence from the date on
which the source of income newly comes into existence and will end with 31st March of the

financial year.

CERTAIN CASES WHEN INCOME OF A PREVIOUS YEAR WILL BE ASSESSED IN THE
PREVIOUS YEAR ITSELF - EXCEPTION TO SECTION 4

The income of an assessee for a previous year is charged to income-tax in the assessment year
following the previous year.The exceptions are as follows:

1. Income of a Non resident from Shipping Business;

2. Income of persons Leaving India either permanently or for a long period of time;

3. Income of bodies formed for short duration;

4. Income of a person trying to alienate his assets with a view to avoiding payment of tax and
5. Income of a discontinued Business

PERSON [SECTION 2(31)]

Section 2(31) - The definition is inclusive i.e. a person includes,
a.  An Individual

b A Hindu Undivided family [HUF]

C. A Company

d.  AFirm (including LLP)

e An AOP or a BOI, whether incorporated or not

f. A local authority

g. Every artificial juridical person, not covered above.

DOMESTIC COMPANY [SECTION 2(22A)]

Domestic Company means an Indian company or any other company which, in respect of its
income liable toincome-tax, has made the prescribed arrangements for the declaration and
payment of dividends within India, payable out of such income.

INDIAN COMPANY [SECTION 2(26)]:

If 2 conditions are satisfied a company can be regarded as an Indian company:

a. the company formed and registered under any law relating to companies which was or is
in force in any part of India, and

b. the registered office or the principal office of the company should be in India.
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FOREIGN COMPANY [SECTION 2(23A)]:

Foreign company means a company which is not a domestic company.
DEFINITION OF “ASSESSEE”

As per Section 2(7), “assessee” means a person by whom any tax or any other sum of money
is payableunder the Income-tax Act, 1961. In addition, the term includes —
> Every person in respect of whom any proceeding under the Income-tax Act, 1961 has

been taken for theassessment of —

e his income; or
e the income of any other person in respect of which he is assessable; or
e the loss sustained by him or by such other person; or
e the amount of refund due to him or to such other person.
> Every person who is deemed to be an assessee under any provision of the IT Act, 1961;

» Every person who is deemed to be an assessee-in-default under any provision of the IT
Act,1961.

APPLICABLE RATE OF TAX - AY 2022-23
1. Individuals [except (2) & (3)], HUF, AOP’s & BOI’s & every Artificial Juridical Person:

TOTAL INCOME AMOUNT OF TAX
Up to * 2,50,000 NIL

On next ~ 2,50,001 - 500,000 5%

Onnext * 5,00,001 - 10,00,000 20%

On the balance amount [Above " 10,00,000] 30%

2. For a Resident individual, being a Sr. Citizen, Age > 60 yrs (but less than 80 years) at any
time during the PY.

TOTAL INCOME AMOUNT OF TAX
Up to ~ 3,00,000 NIL

On next ~ 300,001 - * 500,000 5%

On next * 500,001 - * 10,00,000 20%

On the balance amount [Above " 10,00,000] 30%

3. For aresident individual, being a Very Sr. Citizen, Age > 80 yrs:

TOTAL INCOME AMOUNT OF TAX
Up to * 5,00,000 NIL

On next * 500,001 - " 10,00,000 20%

On the balance amount * 10,00,001 & above 30%
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Alternate Taxation Regime for Individual & HUF

Section Total Income (NTI) Rate of Tax
115BAC: Upto 2,50,000 Nil
Taxon From 2,50,000 to 5,00,000 5%
Income of From 5,00,000 to 7,50,000 10%
Individual From 7,50,000 to 10,00,000 15%
& HUF From 10,00,000 to 12,50,000 20%

From 12,50,000 to 15,00,000 25%

Above 15,00,000 30%

1. Above tax rates applicable only if assesse satisfied following conditions:

a. Assessee should not claim any benefit of section 10(5) or 10(13A) or 10(14)
or 10(17) or 10(32) or 10AA or 16 or 24(b) or 32(1)(iia) or 32AD or 33AB
or 33ABA or 35(1)(ii), 35(1)(iia), 35(1)(iii), 35(2AA) or 35AD or 35CCCor
57(iia) or under any of the provisions of Chapter VI-A other than the
provisions of sec 80CCD(2) OR 80JJAA.

b. Further such Individual or HUF opting the aforesaid concessional rate of tax
would also be:

¢ Not allowed to set off any loss or depreciation attributable to any of the
deductions referred above;

e Not allowed to setoff of any loss from house property against any othe
head;

o Depreciation u/s 32 (except additional dep u/s 32(1)(iia) as may be
prescribed);

e He shall not be allowed to claim any exemption or deduction for
allowances or perquisite provided under any law.

c. Where there is a depreciation in respect of a block of assets which has not
been given full effect to prior to the AY 21-22, corresponding adjustment
shall be made to the WDV of such block of assets as on the 1.4.20 in the
prescribed manner.

> |If assesse opted sec 115BAC or & if any unabsorbed additional dep of
earlier years then it will not be allowed to be set off but shall be added to
opening WDV of the block in the year in which assesse opted such
section.

» |If assessee opted sec 115BAC then maximum depreciation allowed @
40%.

Surcharge on Individual / HUF / AOP / BOI / Artificial Juridical Person

Total Income Surcharge Rate
Total Income (including the income under the provisions of 10% of income-tax
Section111A & 112A, dividend)** exceeds __50 Lakhs but not

exceeding " 1 crores
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Total Income (including the income under the provisions of 15% of income-tax
Section111A & 112A, dividend) exceeds _1 crores but not exceeding
_2crores Or Total Income (including the income under the
provisions ofSection 111A & 112A, dividend) exceeds _2 crores but
not covered below

Total Income* (excluding the income under the provisions of 25% of income-tax
Section111A & 112A, dividend)** exceeds ~ 2 crores but not ***(15% of income
exceeding “5 crores tax related tolncome

covered u/s 111A &
112A, dividend)

Total Income* (excluding the income under the provisions of 37% of income-tax
Section111A & 112A, dividend)** exceeds _5 crores

***above applicable

Health and Education Cess

From AY 19-20, in all above cases, Income Tax (including surcharge, if any) shall be
furtherincreased by Health and Education Cess @ 4% .

Clarification regarding attaining prescribed age of 60 years/80 years on 31st March itself,
in caseof senior/very senior citizens whose date of birth falls on 1st April

Aresident individual whose 60"/80th birthday falls on 1st April, 2022, would be treated as having
attained the age of 60/80 years in the P.Y. 2021-22, and would be eligible for higher basic
exemption limitof 3/5 lakh in computing his tax liability for A.Y. 2022-23.

CONCEPT OF MARGINAL RELIEF

Applicable in case of all assessee

The additional amount of Income tax payable with surcharge in excess of income over 1
Crore should not be more than the amount in excess of ~ 1 Crore.

Calculation of Marginal Relief:
Marginal Relief = [Tax on Total Income including Surcharge

Less: (Total Income - 1 Crore) + (Tax on 1 Crore including
surcharge if applicable)

Tax Payable = Tax on Total Income including Surcharge
Less: Marginal Relief as computed above
Add: H&EC

Note:

Marginal Relief is available at all levels — 50 Lakhs /1 Crores /2 Crores /5 Crores/ 10 Crores

ROUNDING-OFF OF INCOME [SECTION 288A]:
The Total Income computed under this Act, shall be rounded off to the nearest multiple of * 10.

ROUNDING-OFF OF TAX [SECTION 288B]:

The amount of tax including Tax Deducted at Source (TDS) and advance tax, interest, penalty,
fine or any other sum payable, and the amount of refund due under the Income Tax Act, shall be
rounded offto the nearest multiple of ~ 10.
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REBATE OF 12,500 FOR RESIDENT INDIVIDUALS HAVING TOTAL INCOME UP TO 5 LAKH

[SEC. 87TA

The amount of rebate is

e 100% tax payable or

e 12500, whichever is less.
This rebate will be available from income-tax (before adding Health & Education Cess).

IN CASE OF OTHER CATEGORY OF PERSONS

SURCHARGE

(@RYALRIREYREVENE if TOTAL

INCOME > "1 Crore

OTHERS AMOUNT OF TAX
FIRM&LLP | @30%
Local Authority| @30%

@ 12 % of Tax PayableimEeap:\R

INCOME > "1 Crore

Co-operative

On first * 10,000 @10%

@ 12 % of Tax Payableimiea R

INCOME > "1 Crore

Societies On next * 10,000 @20%
For the Balance @30%
Companies DomesticCo.: @30%

(If Total Turnover / Gross
receipts during PY 19-20
does not exceeds 400 Crore
then Taxrate is 25%0)

CRECEIREYEREVENE if TOTAL

INCOME > "1 Crore

@ 12 % of Tax PayableQiEOap\®

INCOME > " 10 Crore

Foreign Co.: @40%

@ 2 % of Tax Payablefiiiel VAR

INCOME > "1 Crore

(CIERZLEIRENREVELIE if TOTAL

INCOME > " 10 Crore
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RESIDENTIAL STATUS

The taxability of a particular receipt would thus depend upon not only the nature of the
income and the place of its accrual or receipt but also upon the assessee’sresidential status.

Broad Category of Tax-Payers

Taxpayers are classified into 3 broad categories on the basis of their residentialstatus:
1. Resident and Ordinarily Resident [“ROR”]

2. Resident but Not Ordinarily Resident [“RNOR”]

3. Non-Resident [“NR”]

RESIDENTIAL STATUS

l l

Individual & HUF Others

}
| } | }
Resident Non Resident Resident Non Resident

!
' ,

Ordinarily Not Ordinarily
Resident Resident
IMPORTANT CONCEPT

» For the purpose of counting the number of days stayed in India, both the date of departure
aswell as the date of arrival are considered to be in India.

» Citizenship Vs Residential Status:
The residence of an individual for income-tax purpose has nothing to do with citizenship,
place of birth or domicile. A person may be an Indian National / Citizen, but he may not be
a Resident ofIndia and vice-versa.

RESIDENTIAL STATUS OF AN INDIVIDUAL [SECTION 6(1)]

Under section 6(1), an individual is said to be Resident in India in any previous year, if he
satisfies any one of the following BASIC conditions:
1.  Hehasbeenin India during the previous year for a total period of 182 days or more, OR

2. He has been in India during the 4 years immediately preceding the previous year for a
total period of 365 days or more AND has been in India for at least 60 days in the
relevant PY.

NOTE: IF BOTH THE ABOVE CONDITIONS ARE NOT SATISFIED, THE INDIVIDUAL
IS ANON-RESIDENT.

10
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Exceptions:
The following categories of individuals will be treated as Residents only if the period of their

stayduring the relevant previous year amounts to 182 days or more.
1. Indian Citizen who leaves India as a member of the crew of an Indian ship,
2. Indian Citizen who leaves India for the purpose of employment outside India OR

3. Indian Citizen or Person of Indian origin engaged outside India coming on a visit to India.

Note: A person is said to be of Indian origin if he or either of his parents or either
of hisgrandparents were born in undivided India.

of Foreign Bound Ship

For the purposes of Section 6(1), in case of an individual, being a citizen of India and a member
of the crew of a ship, the period or periods of stay in India shall, in respect of an Ship, not
include the period beginning on the date entered into the Continuous Discharge Certificate
in respect of joining the ship by the said individual and ending on the date entered into the
Continuous Discharge Certificate in respect of signing off by that individual from the ship.

Resident but not ordinarily resident (RNOR)

An Indian citizen or a person of Indian origin who, being outside India, comes on a visit to India
during the previous year (having total income, other than the income from foreign sources), exceeding
15 lakhs during the previousyear would be resident if his period of stay is

e 182 days or more during the previous year [First condition]; or

e 120 days or more during the previous year and 365 days or more during the 4 years immediately
preceding the previous year[Second condition].

Such individual would, however, be resident but not ordinarily resident if he satisfies only the
second condition mentioned above but not the first condition (i.e., the period of his stay in India
during the relevant previous year is >120 days but < 182 days). [No need to check Additional
conditions]

Note — “Income from foreign sources” means income which accrues or arises outside India (except
income derived from a business controlled in ora profession set up in India) and which is not deemed
to accrue or arise in India.

Deemed resident in India [Section 6(1A)] - An individual, being an Indian citizen, having total
income, other than the income from foreign sources, exceeding 15 lakhs during the previous year
would be deemed to be resident but not ordinarily resident in India in that previous year,if he
is not liable to pay tax in any other country or territory by reason ofhis domicile or residence or
any other criteria of similar nature.

This provision would not apply in case of an individual who is said to be resident in India in the
previous year under section 6(1).

11

——
—



INCOME TAX BOOK CA SATYA RANJAN SWAIN
ADDITIONAL CONDITION [SECTION 6(6)]: RESIDENT BUT NOT-ORDINARILY RESIDENT

Only Individuals and HUF can be Resident but Not Ordinarily Resident in India.

An Individual has to satisfy the both additional conditions inorder to become Ordinaril

Resident (ROR) in Indiaks

1. Resident in India in any 2 out of the last 10 previous years immediately preceding the

relevantprevious year AND
2. Total stay in India for 730 days or more during 7 previous years immediately preceding

therelevant previous year.

RESIDENTIAL STATUS OF HINDU UNDIVIDED FAMILY (HUF) [SECTION
6(2)]

A HUF would be Resident in India if the control and management of its affairs is situated
wholly or partly in India. If the control and management of the affairs is situated wholly outside
India it would become a non-resident.

STATUS

If Control & Management of its affairs is wholly / partly situated in India - Resident

If Control & Management of its affairs is wholly situated outside India - Non-Resident
Resident and Ordinarily Resident (HUF)

If the HUF is Resident, then the status of the Karta determines whether it is ROR or RNOR.
For thispurpose, additional conditions of Section 6(6) are relevant.

RESIDENTIAL STATUS OF A COMPANY [SECTION 6(3)]

IF PERSON IS: STATUS

An Indian Company [as defined under section 2(26)] - Resident
Company other than Indian Company will be Resident in India in any previous year if its
Place ofEffective Management [POEM], in that year, is in India.

“POEM” to mean a place where key management and commercial decisions that are necessary
for theconduct of the business of an entity as a whole are, in substance made.

RESIDENTIAL STATUS OF PERSONS OTHER THAN ABOVE [SECTION

6(4)]
(FIRMS/AOP/BOI/Local Authority/Artificial Judicial Persons) STATUS
If Control & Management of its affairs is wholly / partly situated in India - Resident

If Control & Management of its affairs is wholly situated outside India - Non-Resident

SCOPE OF TOTAL INCOME [SECTION 5] — TAX INCIDENCE VS RESIDENTIAL STATUS
The scope of Total Income of an assessee depends upon the following three important

considerations:

e The Residential Status of the assessee;
e The place of accrual or receipt of income, whether actual or deemed; and
e The point of time at which the income had accrued to or was received by or on behalf of

theassessee.

12
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A Tabular Presentation:
NATURE OF INCOME R & OR RNOR NR

a) Income received or deemed to be received in | Taxable Taxable Taxable
India during the year (whether accrues in India
or not)[Indian Income]

b) Income accrues/arises or deemed to accrue/ arise | Taxable Taxable Taxable
in India during year - whether received in
India or not [Indian Income]

(c) Income accrues/arises and received outsidelndia

and derived from: [Foreign Income]

(i) A business / Profession controlled/setup in India | Taxable Taxable Not Taxable
(ii) A business / Profession controlled/setup from Taxable Not Taxable| Not Taxable
outside India

(d) Past income (earned and received abroad) Not Taxable | Not Taxable| Not Taxable
remitted to India in Previous year

INCOME DEEMED TO ACCURE OR ARISE IN INDIA [SECTION9]

Section 9 applies to all assesses irrespective of their residential status and place of business.

Income deemed to accrue in India [Section 9(1)]

Income accruing or arising outside India, directly or indirectly through or from:
v Any Business Connection in India
v" Any property/asset or source of income in India
v' transfer of capital asset situated in India
Salary earned for services rendered in India
Salary payable by the Government to Indian Citizen for services rendered outside India
Dividend paid by an Indian Company outside India
1.Interest, if payable by | A non resident:
2.Royalty, if payable by | e If money is borrowed and used for the purpose of business or
3.Fees for technical profession carried on in India
services, if payable by | e If technical services or royalty services are utilised for the purpose
of business or profession carried on in India or making income from
any source in India
Government
Person resident in India. Exceptions:
> If the money borrowed and used or technical services or royalty
services are utilised for the purpose of business or profession
carried on outside India
» If the money borrowed and used or technical services or royalty
services are utilised for making income from any source outside
India
Income arising outside India, being any sum of money paid without consideration, by a
resident Indian to a non-corporate non-resident or foreign company, where aggregate of such
sum > 50,000

Explanation to section 9:

Income by way of interest, royalty or fees for technical services which is deemed to accrue
or arise in India shall be included in the total income of the non-resident, whether or not

(i) the NR has a residence or place of business or business connection in India; or
(i) the NR has rendered services in India.

13
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Business Connection in India

Business Connection in Indiashall include: Any business activity carried out through a person acting

on behalf of the non-resident and such person

a. has and habitually exercises in India, an authority to conclude contracts on behalf of the
non-resident or habitually concludes contracts or habitually plays the principal role and
the contractsare-

e inthe name of the non-resident; or

o for the transfer of the ownership of, or for the granting of the right to use, property
owned by that non-resident or that non-resident has the right to use; or

o for the provision of services by the non-resident;
b. maintains in India a stock of goods for deliver of goods on behalf of the non- resident or
c. securesorders in India, mainly or wholly for the non-resident

Following cases shall not be treated as Business connection in IndialeNoRTg{eeJi-BS (1| Mo

deemed to accrue or arise in India to NR
1. Inthe case of a business, in respect of which all the operations are not carried out in India.
But following activities are carried out in India:
Income Income from adwt. targetting customers residing in India or accessing advt.
attributable to | through IPA (Internet Protocol Address) located in India
the operations | Income from sale of data collected from persons residing in India or using IPA
carried out in | located in India
India Income from sale of goods and services using data collected from persons
includes: residing in India or using IPA located in India

2. for [JUgdaERelfe[eleleks in India for the purpose of export.

3. engaged in the business of running a news agency or publishing newspapers, magazines
or journals.

4. For Jalelilale Rl RaTaEIy el laVAINE in India but if NR is

a. An Individual - He should not be citizen of India.
b. A Firm- No partner should be citizen of India or Resident in India.
c. A Company - None of the shareholder should be citizen of India or Resident in India.

5. aforeign company engaged in the display of uncut and unassorted diamond in any special
zone notified bythe Central Government in the Official Gazette in this behalf.

Significant economic presence of a non-resident in India shall constitute '‘business

connection" in India

Significant economic presence for this purpose, shall mean-

a. transaction of goods, services or property carried out by a non-resident in Indiaincluding
provision of download of data or software, if the aggregate of payments arising from such
transaction during the previous year exceeds 2 crores; or

b. systematic and continuous soliciting of business activities or engaging in interaction with
atleast 3 lakhs number of users in India.

14
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INCOME WHICH DO NOT FORM PART
OF TOTAL INCOME (EXEMPT
INCOME)

AGRICULTURE INCOME - Exempt u/s Section 10(1)
CONCEPT OF TAXATION OF THE AGRICULTURE INCOME

Agriculture Income is totally exempt under the Act, but shall be included in the total income
in caseof Individuals, HUF, AOP, BOI and Artificial Juridical Persons [Except company, firm,
co-operative society and local authority] for determining the rate of tax on the non-agriculture

income known as partial integration of taxes.
'Two conditions which need to satisfied for partial integration are:

1. The Net Agricultural Income should exceed 5.000 p.a.,

2. Non-Agricultural Income should exceed 500,000 for Very Senior Citizen, ~ 3,00,000 for
Senior Citizens, ~ 2,50,000 for all other individuals.)

Tax calculation in such cases is as follows}

Step 1: Add non-agricultural income with net agricultural income. Compute tax on the
aggregate amount.

Step 2: Add net agricultural income and the maximum exemption limit available to the
assessee(i.e. 2,50,000/ "3,00,000/ "500,000). Compute tax on the aggregate amount.

Step 3: Deduct the amount of income tax calculated in step 2 from the income tax calculated
instep 1i.e. Step 1 — Step 2.

Step 4: The sum so arrived at shall be increased by Health & Education Cess @4%.
[DeductRebate u/s 87A before cess if applicable]

DEFINITION OF AGRICULTURAL INCOME [Section 2(1A

Agricultural income may arise in any one of the following 5 ways:-

1. Rent from [ERQEICEICeRISRIIE and used for agriculturalpurposes.
2. It may be derived from any Farm Building for agricultural operations

3. Income from nursery.
4. Rent from house use as dwelling house, store house.

5. Income from sale of agriculture produce (Rule 7)
a. Sale in raw form — Total agriculture income.
b. Sale after process
i. Process is compulsory for sale — Total agriculture income
ii. Process is optional for sale
e Agriculture income:
FMV of agriculture product further process xxx

(-) Cost of agriculture product XXX

Agriculture income XXX
e PGBP

Sale of final product XXX
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(-) FMV of agriculture used XXX
(-) Further process cost XXX
PGBP XXX

DEDUCTION TO NEWLY ESTABLISHED UNITS IN SEZS [SECTION 10AA]

1.
2.

3.

6.

Eligible Assessees: All categories of assessees

Conditions:

a. It has begun or begins to manufacture or service on or after 1.4.2005 (PY 05-06) in any
SEZ. [No Deduction from AY 21-22]

b. The sale proceeds from exports brought into India, in convertible foreign exchange,
within a period of 6 months from the end of the Previous Year.

Quantum and Period of Deduction

a. ForFirst5 AYs : 100% of the profits derived from exports.
b. For next5 Consecutive AYs : 50% of such profits
c. For next5 Consecutive AYs : Least of the below two:

i. 50% of Such Profits
ii. Reserve credited to SEZ Re-Investment AllowanceReserve Account

The amount credited to the Special Economic Zone Re-investment Reserve Account is
utilized- for acquiring machinery or plant use before the expiry of three years following
the previous year in which the reserve was created.

CONSEQUENCES OF MIS-UTILISATION /NON-UTILISATION OF RESERVE:

a. Mis-Utilised amount shall be deemed to be the profits in the year in which the amount
was soutilised; or

b. Unutilised amount shall be deemed to be the profits in the year immediately following
the saidperiod of three years.

Computation of Exemption u/s 10AAK

The profits derived from export of articles or things or services (including computer
software) shallbe:

Export Turnover
Profits of the Business of the undertaking X

Total Turnover

Note:

> “Export Turnover” means the consideration received in or brought into India by the assessee

7.

in convertible foreign exchange but does not include:

a. Freight, Telecommunication Charges and Insurance attributable to the delivery of the
articles or things outside India; or

b. Expenses incurred in foreign exchange in providing the technical services outside India.

OTHER COMMON POINTS:
a. AUDIT: Accounts of the assessee for the relevant year should be audited.
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b. INTER-UNIT TRANSFER: Where any goods or services of eligible business are
transferred to any other business (or vice versa) otherwise than at Market Value on date
of transfer, then the profits computed as if the transfer was made at market value.

c. NO DOUBLE OR EXCESS DEDUCTION: The deductions claimed and allowed
under this section shall not exceed the profits and gains of the eligible business.

SECTION 10: INCOMES NOT INCLUDED IN TOTAL INCOME

» Amounts received by a member from the income of the HUF [Section 10(2)]

» Share Profit of a partner from partnership firm [Section 10(2A)]

» Exemption to non-residents and person resident outside India from Interest credited in
Non-resident (External) Account in India [Sec 10(4)]

» Exemption to Individuals who are not citizens of India [Sec 10(6)]

SALARY OF DIPLOMETIC PERSONNEL - Section 10(6)(ii) grants exemption to a person in
respect of the remuneration received by him for services as an official of an embassy, high
commission, legation, consulate or the trade representation of a foreign State or as a member of
thestaff of any of these officials.

SALARY OF FOREIGN EMPLYEES - Section 10(6)(vi) provides that remuneration received
by a foreign national as an employee of a foreign enterprise for service rendered by him during
his stay in India is also exempt from tax.
Conditions -

a. The foreign enterprise is not engaged in a business activity in India;

b. The employee’s stay in India does not exceed a total of 90 days in the previous year;

c. The remuneration is not liable to be deducted from the employer’s income chargeable

to taxunder the Act.

SALARY RECEIVED BY A SHIP CREW - Section 10(6)(viii) provides that salary income

receivedby or due to a non-citizen of India who is also non-resident for services rendered in
connection withhis employment on a foreign ship where his total stay in India does not exceed a

total of 90 days inthe previous year.

e Royalty income or fees for technical services received from National Technical

Research Organisation (NTRO) [Section 10(6D)]
¢ Allowances payable outside India [Section 10(7)]
¢ Payments to Bhopal Gas Victims [Section 10(10BB)]
e Exemption of compensation received on account of disaster from CG/SG or local

authorityto Individual gr legal heirs [Sec 10(10BC)] Exemption is available to the extent
such amount has been allowed a deduction on account ofany loss or damage caused by

such disaster under this Act.
¢ Any Payment from Sukanya Samriddhi Account [Section 10(11A)]

e Education Scholarship - Exempt [Section 10(16)]
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o Daily Allowance & Constituency Allowances to MP/MLA - Exempt [Section 10(17)]
e Government Rewards /Awards [Sec. 10(17A)]

The reward or award may be instituted in the public interest, by the Central or State
Government orany other body approved by the Central or State Government.

o Exemption of income of a Sikkimese Individual [Section 10(26AAA)]

Income of a Sikkimese individual from any source in the State of Sikkim; or by way of
dividend or interest on securities. However, no exemption will be available to a Sikkimese
woman who (on or after 01.04.2008) marries a non-Sikkimese Individual.

Sec 14A: Expenditure incurred in relation to Exempt income

No deduction shall be allowed in respect of expenditure incurred by assesse in relation to income
which do not form part of total income (exempt income) under the Act.

Rule 8D: Expenditure relating to exempt income.

a. Amount of expenses directly relating to exempt income XXX
b. Amount equal to 1% of this annual average of the monthly average of
the Opening & closing balances of investment, income from which exempt. xxx
Total amount disallowable u/s 14A XXX
Note:

Provided that amount referred in (a) & (b) shall not be more than total expenditure claimed by
assesse.

ALTERNATE MINIMUM TAX (AMT)

YT EEER®\W here the regular income-tax payable for a previous year by a person (other than
company) is less than 18.5% of its Adjusted Total Income (AMT), such adjusted total income
shallbe deemed to be the total income of such person and it shall be liable to pay income-tax on
such totalincome at the rate of 18.5%.

Adjusted Total Income shall be the Total Income as increased by

a. Deductions claimed under any section in chapter VIA (Other than 80P),

b. Deduction claimed u/s 10AA &

c. Deduction claimed u/s 35AD as reduced by the amount of depreciation allowable u/s 32
asif no deduction u/s 35AD was allowed.

Towhom Alternate Minimum Tax shall not be applicable

However, provisions of AMT is not applicable if, Adjusted TI of

i. Individual

ii. HUF

iii. AOP/BOI

iv. AJP; doesn’t exceeds 20,00,000.

Steps involving calculation of Tax where Alternate Minimum Tax provisions applies:

Step 1: Calculate the regular Income-tax liability of the non-corporate assessee ignoring the
provisions of Sections 115JC to 115JF.

Step 2: Calculate Adjusted Total Income of the non-corporate assessee.
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Step 3: Calculate Alternate Minimum Tax by applying 18.5% + Surcharge (if applicable)
+ 4% H & EC on Adjusted Total Income computed under Step 2.

Step 4: Compare tax liability computed under Step 1 and AMT computed under Step 3. If
amount computed under Step 1 is equal to or more than amount computed under Step
3, then the provisions of Alternate Minimum Tax will not apply.

Step 5: If amount computed under Step 1 is less than amount computed under Step 3, then
amountcomputed under Step 3 will be deemed as tax liability of the non-corporate
assessee for such Previous Years.

Tax credit for Alternate Minimum Tax [Section 115JD]:

e The credit for tax (tax credit) paid shall be allowed to the extent of the excess of the AMT
paid overthe regular income-tax.
e This tax credit carried forward up to the 15" assessment year.

It shall be allowed to be set off for an assessment year in which the regular income-tax exceeds
theAMT to the extent of the excess of the regular income-tax over

INCOME FROM COMPOSITE ACTIVITY OF AGRICULTURE AND BUSINESS

Where the agricultural produce like tea, cotton, tobacco, sugarcane etc after a manufacturing
process is sold, the profit on such sales will consist of agricultural income as well as business
income. That portion of the profit representing agricultural income will be exempted.

Amount of Non-agricultural
Nature of Income Agricultural Income i.e.
Income business income
e Income from sale of TEA Grown and 60% 40%
Manufactured by the assessee in India
e Income from RUBBER plants Grown 65% 35%
by the sellerin India
e Income derived from the sale of 75% 25046

COFFEE Grownand Cured by the
seller in India

e Income derived from the sale of o 0
COFFEE Grown,Cured, Roasted and 60% 40%
Grounded by the seller in India

e Income from a land situated outside

india 0% 100%
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INCOME UNDER THE HEAD OF
SALARIES

Income from Salary XXX
Add: Income by way of Allowances XXX
Add: Taxable Value of Perquisites XXX
Gross Salary XXX
Less: Deduction under section 16

(ia) Statutory Deduction 50,000

(ii) Entertainment Allowances XXX

(iii) Professional Tax XXX XXX
INCOME UNDER THE HEAD “SALARIES” XXX

CONDITION FOR CHARGING INCOME UNDER THE HEAD OF “SALARIES”
Income is taxable under the head ‘salaries’ only if there exists employer-employee relationship
betweenthe payer and the payee. Contract of Services (Salary) Vs Contract for services

(PGBP)

INSTANCES WHERE EMPLOYER-EMPLOYEE RELATIONSHIP EXISTS/ DOES NOT

4

SE

Director of a company: Generally employer — employee relationshipcannot be presumed
but should be ascertained based on the service agreement’

MPs/MLAs: salaries of MPs and MLAs is chargeable under the head 'TFOS”.
Paper-setters/Examiners: remuneration taxable under the head ‘IFOS’.

Judges: It receive his salary since there is employment as created bythe constitution of India.

CTION 17(1) - ‘SALARY’ INCLUDES:

a.

b
C.
d

~h @

Wages,
any Annuity or Pension,
any Gratuity,

any Fees, Commission, Perquisite or Profits in lieu of or in addition to any Salary,
any Advance of salary,

Leave Salary orleave encashment,

the portion of the annual accretion in any previous year to the balance at the credit
of anemployee participating in a recognised provident fund to the extent it is taxable,
the aggregate of all sums that are comprised in the transferred balance of an
employeeparticipating in a recognized provident fund to the extent it is taxable,

the contribution made by the Central Government or any other employer in the
previous yearto the account of an employee under a pension scheme referred to in section
80CCD.
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TAX TREATMENT OF DIFFERENT FORM OF ‘SALARY’
Advance Salary:
Salary can’t be taxed twice i.e. where any salary paid in advance is taxed on receipt basis (in

the yr. of receipt) it can’t be taxed again on the due basis (in the yr. in which it becomes due).

Arrear of Salary:
Arrear of Salary received by an assessee is charged to tax on receipt basis (if it was not taxed

earlier on due basis).

SECTION 17(3) — “PROFITS IN LIEU OF SALARY” INCLUDES

e any compensation due to or received in termination or modification of the terms and
conditions of employment.

e Any amount received before joining employment, or after cessation of his employment with
that person.

DEDUCTIONS FROM SALARY

First the entire entertainment allowance received by an employee is added to the gross salary.
Then deduction u/s 16(ii) shall be allowed as under.

v
¥ ¥
Government (CG/SG) employees Non-Government employees

(No deduction)

Least of the following is deductible-

a. Amount actual received
b. " 5,000
c. 20% of salary (Salary=Basic Salary)

PROFESSIONAL TAX [SEC. 16 (iii

If professional tax is paid by the employer, the amountso paid is first included as salary income
and then allowed as a deduction under section 16. If paid by the employee then only deduction
allowed. [deduction on paid basis]

Standard Deduction:
A standard deduction of 50,000 or the amount of salary, whichever is lower.

GRATUITY [SECTION 10(10

Any gratuity received by an Individual gn his death or retirement is eligible for exemption u/s
10(10)as under —

GOVT. OTHER EMPLOYEES

EMPLOYEES

Fully exempt | Covered under  Payment  of | Not Covered under Payment of
Gratuity Act, 1972 (POGA) Gratuity Act, 1972 (POGA)
then least of the following is|then least of the following is
exempt:- exempt:-
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(i) Actual Amount received __| (i) Actual Amount received

(i) 20,00,000 i) 20,00,000
(iif) 15/26 days *last drawn salary Eii?)Ha,lf I,nonth’s salary (based on
for each completed year of

service or part thereof in excess last 10 months’ average salary
0f 6 months immediately preceding the
[Basic Salary +DA(Both)] \mmediately preceding 1ne.
SEASONAL ESTABLISHMENT - month of retirement or death)
:115 days” will be replaced with “7 for each completed year of
ays”.

service (fraction to be ignored)
[Basic Salary +DA(R)+ Comm(%0)]

PENSION [SEC 10(10A

Uncommuted Pension: pension received periodically & fully taxable for both govt. & non-
govt employees.

Commuted Pension: lump sum amount.

Govt. Others Employees
Employees
fully exempt | Gratuity also received Gratuity not received
Exemption amount = 1/3 * Full Exemption amount = 1/2 * Full
Commutable value of Pension. Commutable value of Pension.
Here, Full Commutable value of Pension = Commuted Amount

% of Commutation

LEAVE SALARY [SECTION 10(10AA

It provides exemption of amount received by way of encashment of unutilised earned leave.
e Leave salary during employment — Fully taxable for all employees.

e Leave salary at the time of retirement then -

Govt. Employees Others Employees

Fully Exempt Exempt amount least of the following:

0] 3,00,000

(i) Leave salary actually received

(iii) 10 months X Average Salary p.m

(iv) Leave to the credit of employee x Average Salarymm

a. ‘Average salary’ means salary drawn during the period of 10 months immediately
preceding the date of his retifement.

b. Salary means Basis Salary + DA (R) + Commission (Sales).

C. [SCIgaoNEEVCR R g g=Teli o)l ial-N=N gl [0Vl = {Annual Leave Entitlement (Not exceeding

30 days) X Completed years of actualservice rendered (Fractions will be ignored)} — Leave
availed during the service.

RETRENCHMENT COMPENSATION [SECTION 10(10B)]

Any compensation received by a workman at the time of his retrenchment, shall be exempt to the
extent of least of the following:
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(i)  Actual amount received,;
(i) 15/26 day’s average pay [3 months basis] for every completed year of service or part
thereof in excess of 6 months;
(i)  5,00,000.
[In case retrenchment scheme is approved by the CG, the entireamount is exempt.]

Note: Pay will include Basic Salary + D.A(Both).

COMPENSATION RECEIVED at the time VRS / VSS under GoldenHandshake Scheme —
Ni=(eg J O]\ RNEN®] | cast of the following is exempt:

e Actual Compensation Received

e Statutory Limit: ~5,00,000

e 3 months’ salary for each completed year of service [fraction ignored]
e Salary at the time of retirement x balance months of service left
[Salary = Last drawn Basic Pay + DA (R) + Comm. (Sales)]

VVALUATION OF LEAVE TRAVEL CONCESSION|Ssils]a i)

e LTC isavailable in journey to any place in India after retirement from service.

e LTC is available to employee, his Spouse, Children & Dependent Parents / Brothers /

Sisters of theindividual.

» Exemption is available in respect of 2 journeys performed in a block of 4 calendar years.

» Exemption shall not be available to more then 2 surviving children of an individual after
1.10.1998. However, this restriction does not apply in respect of children born before
1.10.1998 & also in respect of multiple births after one child.

Example:

(1) 1* time = 1 child & 2™ time = Twins. Here total 3 children & Exemption is allowed to
all 3 children.

(2) 1% time = Twins & 2™ time = 1 child. Here total 3 children & Exemption is allowed to

only 2 children.

Different situations Amount of Exemption
Where journey is performed | Amount of ECONOMY CLASS AIR FARE OF
by AIR NATIONAL CARRIER by the shortest route OR the

amount spent, whichever is less
Where journey is performed | Amount of AC 1st CLASS RAIL FARE by the shortest

by RAIL route OR amount spent, whichever is less.

Where the places of origin of journey and destination or part thereof are not connected

byRAIL:

> Where a Recognised > FIRST CLASS OR DELUXE CLASS FARE by the
PublicTransportSystem shortest route OR the amount spent, whichever is less.
exists

> Where a Recognised » AC FIRST CLASS RAIL FARE by the shortest
Public TransportSystem route (as if the journey had been performed by rail) OR
does not exists the amount actually spent, whichever is less.
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HOUSE RENT ALLOWANCE [Section 10(13A

If HRA is received by the assessee and he incurs the expenditure of rent on residential
accommodation, then an exemption of least of the following amount is allowed:

e Actual Amount received [HRA]

e Rent Paid Less 10% of Salary

e 50% of Salary (in Metro cities) OR 40% of Salary (in other cities)

Salary = Basic Pay + DA (forming part) + Commission (based on % of Sales Turnover)

ALLOWANCES U/S 10(14)
S.No. | Allowances Extent of Exemption

1 Children Education Allowance 100 p.m. per child upto a max. of two

children

2 Hostel Expenditure Allowance: 300 p.m. per child upto a max. of two

children.

3 Tribal or Scheduled Area Allowance| 200 P.M.

4 Transport Allowance 3.200 PM in case of Blind/Handicapped

Employee

5 Underground Allowance (In coal |~ 800 P.M.
Mines)

6 Allowances granted to employees of | Lower of below two is exempt:
transport system to meet personal | - 70% of allowance received from the
expenditure during his duty, Employer; OR
providedhe is not in receipt of daily | - 10,000 P.M.
allowances

7 Hill Compensatory Allowances "~ 300 p.m.

Expenditure allowed as exemption on the basis of expenditure actually spent for official
purposes:

Traveling allowance, Daily allowance, Conveyance allowance, Helper allowance,
Academic/Research allowance, Uniform allowance.

ALLOWANCES WHICH ARE FULLY TAXABLE

1. City Compensatory Allowance: is given to compensate the employees for the higher cost
of living in cities.

2. Dearness Allowance:
It is fully taxable allowance. It is of following 2 types:
a. DA which is forming part of salary for computation of retiremental benefits.
b. DA which is NOT forming part of salary for computation of retiremental benefits.
Note: If the Question is silent, it is to be assumed that DA is not forming part of salary.

3. Medical Allowance: It is a fully taxable allowance.

4. Lunch Allowances / Tiffin Allowances / Cash Allowance / Deputation Allowance

5. Overtime Allowances / Servant Allowances / Warden Allowance / Family Allowance etc.
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SECTION 10(11) AND (12) - PAYMENT FROM PROVIDENT FUNDS

THE TAX TREATMENT IS GIVEN BELOW}

Particulars SPE PPE SAE RPE URPE
Employer’s | Fully N.A. Exempt up to| in excess of Not taxable at thetime of
Contribution | Exempt 1,50,000 12% ofsalary* | contribution
is taxable
Ded. u/s80C | Availab | Available | available Available Not Available
(Employee’s | le
Cont)
Interest Fully FullyExe | Fully in excess of
credited Exempt | mpt exempt 9.5% p.a.is
(10S taxable
Head) (Salary)
Amount Fully Fully Exempt u/s | Fully Exempt | > Intt. On Employee’s
received on | Exem | Exempt | 10(13) sub. to Contribution is Taxable
retirement, pt u/s. condition u/s. u/h.“10S”
death etc. u/s.10 | 10(11) 10(12) » Employer’sContributi
(11) on and intt. On such
Contributionisfully
taxable as salary uf/s.
17(3)

Accumulated balance in RPF payable to an employee (subject to certain following conditions)
Employee has rendered continuous service for a period of at least 5 years; but exception:

a. ill-health; or

b. discontinuance of the employer’s business or

c. other cause beyond the control of the employee.

1

2.

S HERIIE1g1 S exemption in respect of payment from the fund—

a. Paidto legal heirs on death of the employee, or

b. Paidto employee on his retirement or

c. Paidto employee on his becoming incapacitated prior to such retirement.

Any payment from fund by way of transfer to the account of the employee under a pension
scheme(New Pension Scheme u/s 80CCD) shall be EXEMPT.

As per section 10(11), any payment from a Provident Fund (PF) to which Provident Fund Act,
1925, applies or from Public Provident Fund would be exempt.

Accumulated balance due and becoming payable to an employee participating in a Recognized
Provident Fund (RPF) would be exempt under section 10(12).

However, the exemption under section 10(11) or 10(12) would not be available in respect
of income by way of interest accrued during the previous year to the extent it relates to the
amount or the aggregate of amounts of contribution made by that person/employee exceeding

2,50,000 in any previous year in that fund, on or after 18t April, 2021.
If the contribution by such person/employee is in a fund in which there is no employer’s
contribution, then, a higher limit of = 5,00,000 would be applicable for such contribution,

and interest accrued in any previous year in that fund, on or after 18t April, 2021 would be
exempt upto that limit.

It may be noted that interest accrued on contribution to such funds upto 315t March,
2021 would be exempt without any limit, even if the accrual of income is after that date.
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PERQUISITES

Exempted Perquisites|

1. Goods sold to employee at concessional rate: Goods manufactured by employer and

sold byhim to his employees at concessional (not free) rates.

CA SATYA RANJAN SWAIN

VALUATION OF RENT FREE UNFURNISHED ACCOMMODATION

S.No. Category of Unfurnished Furnished accommodation (D)
(A) Employee (B)  accommodation (C)
1 Government License fee determined as =~ Value determined under column (C)
employee per Government rules as  Aqd: 10% p.a. of the furniture cost.

2 Non-
government
employee

reduced by the rent
actually paid by the
employee.

fromemployee.

Where accommodation is ownedby employer

Location Perquisite
value

In cities having a population > 25 15% of salary
lacs as per 2001census

In cities having a population > 10 10% of salary
lacs < 25 lacs as per 2001 census

In other areas 7.5% of salary

The perquisite value should bearrived at by reducing the
rent, if any, actually paid by the employee, from the
above value.

Where the accommodation is taken on lease or rent

by employer Lower of the following is taxable:

(@) actual amount of lease rent paid or payable by
employer or

(b) 15% of salary

The lower of the above should be reduced by the rent,
actually paid by the employee, to arrive at the perquisite
value.

However, if the furniture is hired, then hire charges
payable/paid should beadded to the value determined
undercolumn (C), as reduced by charges recovered

Value determined undercolumn (C)

Add: 10% p.a. of the
furniture cost.

However, if the furnitureis hired,
then hire charges payable/paid
should be added to the value
determined under
column (C), as reduced by charges
recovered from employee.

Value determined undercolumn (C)

Add: 10% p.a. of thefurniture cost.
However, if the furniture is hired,
then hire charges payable/paid
should be added to the value
determined under column (C), as
reduced by charges recovered
from employee.

SALARY FOR THE PURPOSE OF VALUATION OF ACCOMMODATION

Basic Salary + DA (Forming Part of Salary) + Bonus + Fees + Commission + All other
Taxable Allowance + Any monetary payment by employer to employee [Above does not
include Perquisites (Monetary or Non-Monetary) and Employer’s contributionto PF +
Arrear Salary + Advance Salary, Gratuity, Pension, VRS, Leave Salary, Retrenchment
Compensation]
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VALUATION OF ACCOMMODATION PROVIDED IN A HOTEL}

The value of the perquisite will be lower of:
a. 24% OF SALARY OR
b. the actual charges paid or payable

The above value is reduced by the rent, if any, actually paid or payable by the employee.

MOTOR CAR [RULE 3(2

Owner of Car

Expenses met
by

Purpose

— SPECIFIED EMPLOYEE]

Taxable Value of Perquisite

1(a) Employer [Employer Fully Official use |Not a Perquisite, provided the documents
specified in Rule 3(2)(B) are maintained.
[SeeNote]
1(b) Employer |Employer Fully Personal use | Aggregate of
(@) Actual expenditure on Car
(b) Remuneration to Chauffeur
(c) 10% p.a. of the Cost of Car (normal
wear &tear)
Less: Amount charged from Employee
1(c)(i) Employer Partly for Cubic Capacity of Car Engine
Employer Official upto 1.6 Litres: 1,800 p.m. + 900 p.m.
and forChauffeur
partly for above 1.6 Litres: ~ 2,400 p.m. + ~ 900
Personaluse p.m. forChauffeur
1(c)(ii) Employee Partly for Cubic Capacity of Car Engine
Employer Official upto 1.6 Litres 600 p.m. + 900 p.m.
and forChauffeur
partly for above 1.6 Litres 900 p.m. + 900 p.m.
Personaluse forChauffeur
2(i) Employee |Employer Fully Official use [Not a Perquisite, provided the documents
specified in Rule 3(2)(B) are maintained.
[See Note]
2(ii) Employee [Employer Partly for Subject to Rule 3(2)(B)
Official Actual Expenditure incurred Less
and upto 1.6 Litres: 1,800 p.m. + 900 p.m.
partly for forChauffeur
Personaluse above 1.6 Litres: 2,400 p.m. + 900 p.m.
forChauffeur
3(i) Employee|Employer Fully Official use [Not a Perquisite, provided the
owns other documents specified in Rule 3(2)(B) are
automotive maintained. [See Note]
but not Car
3(ii) Employee|Employer Partly for Subject to Rule 3(2)(B) Actual expenditure
owns other Official and incurred by Employer Less: 900 p.m.
automotive partly for Personal
but not Car use

Notes: Rule 3(2)(B):

Employee should maintain complete details of journey undertaken for official purpose, which
includes date of journey, destination, mileage and amount of expenditure incurred thereon.
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PROVISION OF DOMESTIC SERVANTS
(Sweeper, Gardener, watchman or a personal attendant)

CA SATYA RANJAN SWAIN

Servant appointed | Servant’s Value of perquisite Taxable in the hands

by salary paid by of

Employee Employee Nil Not applicable

Employee Employer Actual cost incurred by the | All employees
Employer on the servant

Employer Employer Actual cost incurred by the | Specified employee
Employer on the servant

Employer Employee Nil Not applicable

Note:

1. Where the employee is paying any amount then deducted from the value of perquisite.
2. Domestic Servant Allowance given to an employee is always chargeable to tax.

SUPPLY OF GAS, ELECTRICITY OR WATER FACILITY|

Facility in the VALUE OF PERQUISITE Taxable in the
name of Provided from own Provided fromoutside | hands of
source

Employer Mfg. cost to the employer | Amount paid to the Specified
supplier employees

Employee Mfg. cost to the employer | Amount paid to the All employees
supplier

Note:

1. Where the employee is paying any amount then deducted from the value of perquisite.
2. Gas/Electricity/Water Allowance given to an employee is always fully chargeable to tax.

FREE OR CONCESSIONAL EDUCATION FACILITY

For children — It is exempt if value of education is up to 1000p.m per child & education is

provided in employer’s own institution or institution where employer have tie-ups,

» For employee — Fully exempt
>

otherwise fully taxable.
>

For other relatives- Fully taxable.

VALUATION IN RESPECT OF FREE TRANSPORT]

In case of employees of Taxable value

Railways/ Airlines

Nil

undertaking

Any other transport

Value at which such benefit is offered by | xxx

theemployer to the public
Less: Recovery from the employee

XXX

VALUATION IN RESPECT OF SHARES & SECURITIES ISSUEDJUNDER ESOP

SECTION 17(2)(vi

» Any specified security or sweat equity shares allotted, by the employer, free of cost or at
concessional rate to the assessee shall be taxable as perquisite.
» The Taxable value = FMV of shares on the date on which the option is exercised — Issue

price.

» FMV FOR LISTED SHARES:
Perquisite Value is average of opening and closing price of shares listed on stock
exchange on date of exercise of option less any amount recovered from the employee.
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INTEREST FREE OR CONCESSIONAL LOAN

1. Value of perquisite = Loan amount * (SBI Interest rate — Actual interest rate) xxx
Less: Interest recovered by from the employee XXX
2. Nothing is taxable if-

e Amountof Such Loans are not exceeding in the aggregate ~ 20,000

e Suchloans are given for medical treatment in respect of specified diseases

Travelling, Touring & Accommodation

(@) Where such facility is maintained by the employer and available uniformly to all
employees, then value shall be:- Expenditure incurred by the employer LESS Amount
recovered from the employee.

(b) Where such facility is maintained by employer and not available uniformly to all
employees,then value shall be:- Value at which such facilities are offered by other agencies
to the public LESS Amountrecovered from the employee.

Free LUNCH/refreshment/ Beverages etc [Rule 3(7)(iii)]

THE PERQUISITE is exempt UPTO RS. 50 PER MEAL during working hours at office
premises through paid voucher;

» Teaor snacks provided during working hours is exempt.
» Lunch during working hours provided in a remote area is exempt

GIFT, VOUCHER OR TOKEN [Rule 3(7)(iv

» The Value of gift/ voucher/ token made by employer to THE EMPLOYEE > 5,000, is
fully taxable otherwise is fully exempt

» The aforesaid exemption of * 5,000 shall be denied in case of cash qift.

CREDIT CARD

» The perquisite = amount of expenses on credit card provided by the employer - Amount
recovered from such employee.

» However, such expenses incurred for official purposes then fully exempt.

OIMUER SN B RRUIRE Same as Credit card treatment.
USE of Employer’s MOVABLE ASSETS

Asset given Value of benefit
(a) Use of laptops andcomputers Nil
(b) Movable assets, otherthan - 10% p.a. of the actual cost of such asset, or the amount
(i) Laptops andcomputers; and  of rent or charge paid, or payableby the employer, as the
(ii) Assets alreadyspecified case may be (-) Amount recovered from employee
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TRANSFER of any Movable Asset
Actual cost to the employer - Dep. for every completed vear - amount charged from the employee.
The following will be the rate and method of depreciation:

S.N. Asset Rate Method
1. Computer & electronic items [Not covering Household appliances] 50% W.D.V.
2. Motor Car 20% W.D.V.
3. Any other asset 10% Straight Line

Medical Facilities Provided by Employer

MEDICAL TREATMENT IN INDIAK

Treatment in Govt. Hospital Fullv Exembt
Treatment in Employer’s own Hospital y P
Treatment in Govt. Recognised Hospital

In any other case Fully Taxable

MEDICAL TREATMENT OUTSIDE INDIAH

Benefit of treatment Exempt to the extent permitted by RBI

Benefit of Stay

Benefit of Travel It is wholly exempt if the employee’s GT1 < 2,00,000.
Notes:

)gl-amily = Spouse + Children + Dependent [Parents + Brothers + Sister]

) gl\Vedical insurance premium is fully exempt.

» Exemption of stay & travel is allowed only for 1 patient & 1 attendant.

Manner for computation of taxable perquisite under section 17(2)(viia)

The amount or aggregate of amounts of any contribution made in a recognised provident fund, in
NPS referred to in section 80CCD(1) and in an approved superannuation fund by the employer to the
account of the assessee, to the extent it exceeds Rs. 7,50,000 would be perquisite by virtue of section
17(2)(vii). Consequently, section 17(2)(viia) provides that any annual accretion by way of interest,
dividend or any other amount of similar nature during the previous year to the balance at the credit
of the recognized provident fund or NPS or approved superannuation fund to the extent itrelates to
the employer’s contribution in excess of 7,50,000 included in total income in any previous year under
section 17(2)(vii), computed in the following formula would also be perquisite taxable under the head
“Salaries”.

TP = (PC/2)*R + (PC1+ TP1)*R
TP | Taxable perquisite under of section 17(2)(viia) for the current previous year i.e. P.Y.
2021-22;
TP1 | Aggregate of taxable perquisite under section 17(2)(viia) for the previous year or years
commencing on or after 1.4.2021 other than the current previous year (See Note)
PC | Amount or aggregate of amounts of employer’s contribution in excess of Rs. 7.5 lakh to
the specified fund or scheme during the previous year i.e., P.Y. 2021-22
PC1 | Amount or aggregate of amounts of employer’s contribution in excess of Rs. 7.5 lakh to the
specified fund or scheme for the previous year or years commencing on or after 1st April,
2021 other than the current previous year (See Note)
R I/ Favg ;
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I Amount or aggregate of amounts of income accrued during the current previousyear
in the specified fund or scheme account

Favg | (Amount or aggregate of amounts of balance to the credit of the specified fundor

scheme on the first day of the current previous year i.e., on 15t April, 2021 + Amount
or aggregate of amounts of balance to the credit of the specified fund orscheme on

the last day of the current previous year i.e., on 315t March, 2022)/2

Note: Where the amount or aggregate of amounts of TP1 and PC1 exceeds the amount or aggregate
of amounts of balance to the credit of the specified fund or scheme on the first day of the current
previous year, then, the amount in excess of the amount or aggregate of amounts of the said balance
shall be ignored for the purpose of computing the amount or aggregate of amounts of TP1 and PC1.

Example: Suppose X Pvt. Ltd. contributed Rs. 8,50,000 during the previous year 2021-22 towards
recognised provident fund to the account of Mr. A. Mr. A had also made an equivalent contribution.
Balance in his RPF A/c as on 1.4.2021 is Rs. 32,00,000. Interest accrued in his RPF during the
previous year 2021-22 is Rs. 3,44,250. The taxable perquisite under section 17(2)(viia) for P.Y.2021-
22 would be computed in the following manner:
TP=(PC/2)*R + (PC1+ TP1)*R = (1,00,000/2) x 0.08153 + (Nil + Nil) x 0.08153 =

TP 4,077

TP1 | Nil
(since this is the first year of taxability of such perquisite)

CA SATYA RANJAN SWAIN

PC |Rs.1,00,000 (i.e., Rs.8,50,000 - Rs.7,50,000)

PC1 Nil (Since this is the first previous year for taxability of such perquisite)

R | I/ Favg = 0.08153 (3,44,250/42,22,125)
| Rs. 344,250

Favg |(Rs. 32,00,000 + Rs. 52,44,250)/2 =Rs. 42,22,125
Note = Rs.32,00,000 + Rs.8,50,000 + Rs. 8,50,000 + Rs.3,44,250 = Rs.52,44,250

RELIEF UNDER SECTION 89

COMPUTATION OF RELIEF IF SALARY RECEIVED IN ARREARS OR IN
ADVANCE

Steps | Procedure

1 | Compute the tax payable (after HEC) on the total income, including the additional
salary,of the relevant previous year in which the same is received.

2 | Compute the tax payable (after HEC) on the total income, excluding the
additionalsalary, of the relevant previous year in which the same is received.

3 | Find out the difference between the tax at (1) and (2).

4 | Compute the tax (after HEC) on the total income after including the additional salary
inthe previous vear to which such salary relates.

5 | Compute the tax (after HEC) on the total income after excluding the additional salary
inthe previous year to which such salary relates.

6 | Find out the difference between tax at (4) and (5).
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7 > If tax computed in ste
is admissible as relief u/s 89.

> If tax computed in step (3) < tax computed in step (6) then NO RELIEF is

admissible u/s 89. In such a case, the assessee employee need not apply for relief.

3) > tax computed in ste

6) then the excess amount

MEANING OF SALARY FOR COMPUTATION

SECTION

Purpose of computation

Salary includes

16(ii)

Entertainment allowance

Basic salary

10(10) Gratuity [if gratuity Act, 1972 is Basic salary + DA

applicable]

10(10) Gratuity [it Act not applicable] Basic salary + DA (R) + % Commission
on Sales.

10(10AA) Leave Salary DO

10(10B) Retrenchment Compensation Basic salary + DA

10(13A) HRA Basic salary + DA (R) + % Commission

on Sales.

10(10C) VRS DO

10(12) RPF DO

17(2)(i) & |RENT FREE ACC [RFA] OR | Basic + Allowance +Bonus +

17(2)(ii) ACCOMMODATION AT Commission + DA(R) + Anymoney

CONFESSIONAL RATE payment ( which in chargeable to tax)
But does not include —
1. Employer’s contribution to RPF
2. Value of perquisite
specified in Sec 17(2)[from
one or more employer]

17(2)(iii) SPECIFIED EMPLOYEE Basic Salary + D.A. + Commission,
whether payable monthly or turnover
based + Bonus + Fees + Advance Salary
+ Arrear Salary + Any other taxable
payment + Any taxable allowances +
Any other monetary benefits —
Deductions under section 16
[from one or more employer]

( ]
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INCOME FROM HOUSE PROPERTY

HOW TO COMPUTE INCOME FROM HOUSE PROPERTY:

Gross Annual Value [GAV] XXX
Less: Municipal Taxes PAID by owner during the P.Y. XXX
Net Annual Value (Sec 23) [NAV] XXX
Less: Deductions u/s 24
(a) Statutory deduction @ 30% of NAV XXX
(b) Interest on Loan XXX
Income from House Property (Computed) XXX

CHARGEABILITY [SECTION 22]

1. Property should consist of any building or land appurtenant thereto

2. Assessee must be the owner of the property

3. Property must not be used by the assessee for his own business/profession.

Property held as stock-in-trade etch

The annual value of property being held as stock in trade would be treated as NIL for a periodof
two year from the end of the financial year in which certificate of completion of construction of
the property is obtained from the competent authority, if such property is not let-out during such
period. [Section 23(5)]

COMPOSITE RENT

The owner of a property may sometimes receive rent in respect of building as well as other
assets is known as “COMPOSITE RENT”.

Agreement is separable Agreement is not separable
Rent from House property : | Rent from Other assets : Total rent taxable
Taxable under HP Taxable under IEOS/PGBP under IFOS/PGBP

If the same is not separable, then whole such sum js taxable either as business income or
income from other sources;

INCOME FROM HOUSE PROPERTY SITUATED OUTSIDE INDIA

1. Incase of a Resident (ROR in case of Individuals and HUF), Income from property situated
outside India is always taxable in India, whether such income is brought into India or not.

2. Incase of a NR or RNOR (Individual/HUF), Income from a property situated outside India
is taxable in India gnly if Rent is received in India.

3. Any expenditure incurred towards earning such income shall be allowedas a deduction.

4. Income accruing or received in Foreign Currency should be converted into Indian Rupees

in TTBuying Rate on the last day of the previous year.

DETERMINATION OF ANNUAL VALUE [SECTION 23]

Annual value is the amount arrived after deducting the municipal taxes actually paid by the owner
during the previous year from the Gross Annual Value (GAV). The GAV of Let-out property would
be determined in the following manner.

33

——
—



INCOME TAX BOOK CAx SATYA RANJAN SWAIN

DETERMINATION OF ANNUAL VALUE IN DIFFERENT SITUATION

\Where the property is let out throughout the previous yea
Where the property is let out for the whole year, then the GAV would be the higher of —

a. Annual Letting Value (ALV) OR EXPECTED RENT and

b. Actual rent received or receivable during the year as reduced by Unrealised Rent.

ALYV (or Expected Rent) means Municipal Valuation or Fair Rent (Market Rent), whichever
is more, subject to maximum of Standard Rent. In brief,

i. Municipal
Valuation Higher
ii. Fair Rent Lower
(ALV)
iii. Std. Rent Higher will be GAV.

iv. Actual Rent [Less Unrealised Rent]

NOTE:
Municipal value is the value determined by the municipal authorities.

Fair Rent means rent which similar property in the same locality would fetch.

The Standard Rent is fixed by the Rent Control Act.
Municipal Tax paid by Tenant is not added to the Actual Rent, not allowed asdeduction.

Repair Expenses met by the Tenant shall not be added to Actual Rent.

D G o5 (9 e i

Commission paid by owner of a property to a broker for rental income is not deductible.

TREATMENT OF UNREALISED RENT

The Actual rent received not include any amount ofrent which is not capable of being realised.
However the conditions prescribed in Rule 4 should be satisfied. They are
a. tenancy is bona fide;

b. tenant has vacated, or steps have been taken to compel him to vacate theproperty;
tenant is not in occupation of any other property of the assessee;
d. all reasonable steps should have been taken for recovery of unrealized rent.

ER <AR + VR, Then AR is GAV
ER > AR + VR, Then ER is GAV
Here AR is after deducting Unrealised Rent.

In case of Self-Occupied Property or Unoccupied Property|

Where the property is self-occupied throughoutthe previous year, its ANNUAL VALUE WILL
BE NIL & the benefit is available gnly to an individual/HUF.
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\Where a house property is Let-out for Part of the year and Self-occupiedfor part of the year
Then that property assume let-out property for whole of the year & treatment of let-out property taken.

In case of Deemed to be Let Out Propert

Where the assessee owns more than TWO properties for self-occupation, then the income from
any TWO such property, at the option of the assesse and its annual value will be NIL. The

other self occupied shall be treated as “deemed let out properties” & the ALV is GAV.

portion let out and a portion self-occupied

1. Income from any portion or part of a property which is let out shall be computed separately
underthe “let out property” category AND the other portion or part which is self occupied
shall be computed under the “self-occupied property” category.

2. Municipal valuation/fair rent/standard rent, if not given separately, shall be apportioned
between the let-out portion and self-occupied portion either on plinth area or built-up floor
space or on suchother reasonable basis.

PROPERTY TAXES [MUNCIPAL TAXES

1. Property taxes levied are allowable as deduction from the GAV, if actually paid by the
assessee (owner) during the previous year.

2. However, if in any subsequent year the arrears are paid, then allowed as deduction.

3. Municipal Tax includes Water Tax and Sewerage Tax levied by any Local Authority.

4. Municipal Tax can be claimed as a deduction only in respect of let-out or deemed to be
let-out properties (i.e. more than 2 property self-occupied).

DEDUCTIONS FROM ANNUAL VALUE [SECTION 24]

There are Two Deductions from Annual Value. They are:

I30%0 of NAV is allowed as deduction under section 24(a

e This is a flat deduction and is allowed irrespective of the actual expenditure incurred
(Repairs, Land Revenue, Brokerage, Recovery agentcharges etc).

e In case of self-occupied property where the annual value is nil, the assessee will
not beentitled to deduction of 30%, as the annual value itself is nil.

YA nterest on borrowed capital is allowed as deduction under section 24(b

a. Interest payable on loans borrowed for the purpose of Acquisition, Construction,
Repairs, Renewal or Reconstruction can be claimed as deduction.

b. Interest payable on a fresh loan taken to repay the original loan raised earlier for the
aforesaidpurposes is also admissible as a deduction.

c. ACCRUAL BASIS: The interest accrued but not paid during the year can also be
claimed as deduction.

d. Interest payable outside India without deduction of TDS shall not allowed.
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Pre-acquisition/pre-construction period Interest:1/5" of the interest of pre-acquisition
or pre-construction period, for 5consecutive years starting from the previous year in which the
property is acquired or constructed. Deduction of 5 installment will be available even if the loan
outstanding is repaid before Syear period

CAx SATYA RANJAN SWAIN

A | In Normal case Maximum
of 30,000.
B | Where the property is acquired or constructed with capital borrowed on or |\%E

after 1.4.99 and such acquisition or construction is completed within 5 years [s]j FRe[0Xe[o[8
from the end of the financial year in which the capital was borrowed.

Note: Total deduction for all loans cannot exceeds - 200,000 in case of TWO Self-
occupied Property.

INADMISSIBLE DEDUCTIONS [SECTION 25]

Interest is payable outside India shall not be deducted if tax has notbeen paid or deducted from
such interest or there is no agent in India.

TAXABILITY OF RECOVERY OF UNREALISED RENT & ARREARS OF RENT]
RECEIVED

1 | Taxable in the hands of assessee whether he | Taxable in the hands of assessee whether
is the owner of that property or not. he is the owner of that property or not.

2 | Taxable as income of the previous year Taxable as income of the year in which
inwhich he recovers the unrealized rent. hereceives the arrears of rent.

3 | 30% of the amount of recovery shall 30% of the amount of arrears shall be
beallowed as deduction. allowed as deduction.

TREATMENT OF INCOME FROM CO-OWNED PROPERTY [SECTION 26

1. Co-owned property means property is owned by two or more persons then the income from
such property is calculated normally & thereafter it should be divided between co-owners in their
ownership ratio.

N

Interest on loan

Let-out  property/ Deemed let-out Self occupied property: 30,000/2,00,000
property: 100% interest is allowed. for No. of co-owner

DEEMED OWNERSHIP [SECTION 27

The following persons, not legal owners of a property, are deemed owners:

Transfer of property by an individual to his or her spouse for inadequate consideration.
In case of transfer of house property by an Individual to his or her MINOR CHILD

HOLDER OF AN IMPARTIBLE ESTATE.
A member of a co-operative society, company or AOP to whom a buildingor part is allotted.

A person who is allowed to take or retain the possession of any building or part thereof.
Person having right in a property for a period not less than 12 years
The title of ownership is disputed in a court, the income is taxable in the hands of recipient.

VVYVY VV VY




INCOME TAX BOOK CAx SATYA RANJAN SWAIN

INCOME UNDER THE HEAD “PGBP”

Section 28 — CHARGING SECTION

Profits and gains from the business or profession.

Any compensation or other payment due or received for Termination or the modification
of the terms and conditions, of any contract relating to hisbusiness

Income derived by any trade, professional or similar associations from specific services
rendered by them to their members.

Profits on sale of a Import Entitlement licence.

Cash assistance received by any person against exports scheme.

Any Customs duty or Excise duty drawback against export.

Any benefit or perquisite arising from business or theexercise of any profession

Any interest, salary, bonus, commission, due to or received by apartner from such firm.
Any sum received by employer under a Keyman insurance policy.

0. FMV of inventory as on the date on which it is converted into a capital asset.

N =

w

RO©oo~NO A~
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(SN

. Non-compete fees [for not carrying out any activity in relation to any Business or
Profession; or not to share any know-how, patent, copyright, trade mark, licence;].

COMPUTATION OF INCOME FROM BUSINESS [SECTION 29

Income under PGBP shall be computed in accordance with provisions in Sec. 30 to 43D

Net profit as per Profit & Loss Account XXX
Add: Non-allowable expenses debited to Profit & Loss Account (P&L) XXX
Add: Expenses allowable under any other head or Capital Exp./Personal EXp. |xxx
Add: Income chargeable under this head but not credited to P/L XXX
Less: Expenses allowable under this head but not debited to P&L », )
Less: Income credited to P & L A/c but not chargeable under this head "
Profits & Gains from Business or Profession XXX
Particulars Owner Tenant
Rent Not Allowed | Allowed
Rates & Taxes Allowed Allowed
Insurance Allowed Allowed
Revenue Repair Allowed Allowed
Capital Repair Not Allowed | Not Allowed
REPAIRS AND INSURANCE OF MACHINERY, PLANT AND FURNITURE [Section 31
Particulars Owner Tenant
Rent Not Allowed | Allowed
Insurance Allowed Allowed
Revenue Repair Allowed Allowed
Capital Repair Not Allowed | Not Allowed
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Depreciation [Sec 32]

a. Asset should be used for business or profession purposes whether active or passive.

b. Assessee should be Owner of such asset.

No depreciation is allowable on the cost of the land.

Some Important Points:

e Assessee need not be a registered owner, even a beneficial owner can claim depreciation.

e In case of joint ownership,depreciation is allowed on proportionate basis.

e In case of hire purchase, the buyer can claim depreciation even though he does not get legal
title of the asset till he pays the last installment.

e Ifanasset is partly used for business orprofession and partly used for personal purpose,then
proportionate depreciation shall be allowed.

SIGNIFICANCE OF DATE OF PURCHASE (EFFECT OF TIME ON DEPRECIATION)
a. anasset is acquired by the assessee during the previous year, and
b. isputto use inthe same previous year for less than 180 days, the depreciation is restricted

to 50% of the normal depreciation [ 4™ October onwards]

Methods of Depreciation
Business of Generation or Generation & distribution of power | Either SLM or WDV
(Individual asset system). method
Other Assessee (Block of Asset system). WDV method

Block of Assetsk

A “block of assets” is defined as a group of assets falling within a class of assets comprising:
a. tangible assets being buildings, machinery, plant or furniture;
b. intangible assets being know-how, patents, copyrights, trademarks, licenses but not

Goodwill.

WRITTEN DOWN VALUE

Opening value of the block at the beginning of the Previous Year XXX
Add: ACTUAL COST of assets acquired during the Previous Year XXX
Less: MONEYS PAYABLE (i.e. sale price & insurance compensation) XXX
WDV for the purpose of depreciation XXX
Depreciation at prescribed percentage XXX
Closing value of the block XXX

RATES OF DEPRECIATION
PART A - TANGIBLE ASSETS

l. Buildings
Block 1. Residential 5%
Block 2. Non Residential 10%
Block 3. Temporary Erections (Wooden Structure) 40%
Il.  Furniture and Fittings

Furniture and fittings including electrical fittings 10%
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I1l. Plant & Machinery

Block 1. (a) Plant & machinery (General rate) 15%
(b) Motor cars not used for hiring purpose

[If acquired & put to use between 23.08.2019 to 31.03.2020] 30%

Block 2. Motors buses, motor lorries, motor taxis used in a businessof running them 30%

on hire 45%‘;

[If acquired & put to use between 23.08.2019 to 31.03.2020]
Block 3. Energy Saving Devices

Air, Water Pollution control equipments, Solid wastecontrol equipment
All Kind of Books

Computers (Laptops) including computer printer & software
Aeroplanes, aeroengines

Block 4. Ships or Vessels 20%

PART B INTANGIBLE ASSETS 25% but not Goodwill of Business or Profession.

Now, there is no block with depreciation rate higher than 40%.

COMPUTATION OF CAPITAL GAINS IN CASE OF DEPRECIABLE ASSETS
In the following 2 cases, the capital gains shall be calculated:

40%

1. Block ceases to exist.
2. Value of some assets of block transfer more than value of block.

SECTION 50: SHORT-TERM CAPITAL GAINS SHALL BE COMPUTED ASUNDER:

Full value of consideration received /receivable XXX
Less: Aggregate of following amounts:
e Expenditure incurred wholly & exclusively for transfer XXX
e WDV of the block of assets at the Beginning of the Previous Year Xxx
e Actual Cost of asset acquired during the Previous Year XXX
STCG (if positive)/STCL (if negative) XXX

ADDITIONAL DEPRECIATION 20%:

It is allowed on any new machinery or plant acquired by an assessee engaged in the business
of manufacture of any article or Generation, Transmission or Distribution of power or the
business of printing or printing & publishing_at the rate of 20% of the actual cost.

It will be restricted to 50% in case the asset is put to use for less than 180 days during the previous
year &_the balance 50% allowed in the immediately succeeding previous vear.

Such additional depreciation will not be available in respect of:

a. Second hand P&M; or

b. any P&M installed in office premises, residential accommodation, guest house;or

c. any P&M, on which 100% deduction allowed.
d. Ships and Aircrafts.

Expenditures allowed on Cash Basis [SECTION 43B]

Following expenses are allowed only if payment is made upto the due date of return filing
u/s 139(1) :

a. Any sum payable by way of Tax, Duty, Cess or Fee.

b. Interest on any loan or advances from a scheduled bank or a cooperative bank.

c. Interest onany loan from PFI, SFC, State Industrial Investment Corporation.
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d. Intereston loan from a deposit taking NBFC or systemically important non-deposit taking
NBFC.

e. Bonus or Commission payable to employees.
f. Leave encashment payable to employees.
g. Employer’s contribution to any PF orSF or Gratuity Fund or any other fund.
h. Any sum payable to the Indian Railways for the use of railway assets
Note: Deduction can, however, be claimed in the year of payment.

Cash payments in excess of * 10,000 / * 35,000 — Section 40A(3) &40A(3A) read with Rule 6DD

1. Where the assessee incurs any expenditure, in respect of which payment or aggregate of
payments made to a person in a day otherthan by an account payee cheque or by an
account payee bank draft or use of electronic or through such other prescribed electronic
modes(cash)exceeds 10,000/35,000 for transporter, such expenditure shall disallowed.

2. If an expenditure has been allowed as deduction in any previous year on due basis, and
payment has been made in a subsequent year in cash, then the payment so made shall be

deemed to be the income of the subsequent vear if such payment or agaregate of payments
made to a person in a day exceeds 10,000/35,000 for transpoter.Section 40A(3A).

3. Rule 6DD: Cases where above restriction of payment mode is hot applicable:
a. Paymentis made to RBI, SBI and any banks, LIC, Govt etc;
b. Paymentis made through NEFT/ RTGS/ Debit Card/ ECS/ Credit Card.

c. Payment is made of producers of agriculture product, dairy, poultry farming; fish,
fish products; the products of horticulture or apiculture;

d. payment is made in a village or town, which on the date of such payment is not served
byany bank;

e. Payment of Retirement benefits, aggregate amount not exceed 50,000;

f. payment of salary to his employee who is posted for 15 days or more in a place other
than hisnormal place of duty or on a ship

g. Payment required to be made on a day on which the banks were closed;
h. where the payment is made by any person to his agent;

i. payment is made by an authorised dealer or a money changer against purchase of
foreigncurrency.

j.  where the payment is made for book entry.

ACTUAL COST [SECTION 43(1

PURCHASE PRICE XXX
Add: Interest on loan borrowed for period up to the date of put to use [Sec. 36(1)(iii)] xxx
Add: Expenses incurred for freight/insurance/loading/Unloading XXX
Add: Trial Run Expenses, if any XXX
Less: Amount met by any authority or other person by way of subsidy etc. XXX
Less: Adjustment as per explanation 1 to 13 to Sec. 43(1), if applicable XXX

ACTUAL COST TO BE ADDED IN THE RELEVANT BLOCK OF ASSETS XXX
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Where an assessee incurs any expenditure for any asset in respect which a payment in cash
exceeds 10,000, such payment shall be ignored for calculation of “Actual Cost” of such asset.

ACTUAL COST IN CERTAIN SPECIAL SITUATIONS [EXPLANATIONS TOJSEC 43(1

S.N | Mode of Acquisition Actual Cost

(1) | Assetacquired by way of gift or inheritance. WDV to the previous owner.
(2) Building previously used for private purposes, now |Actual cost of building less
brought into use for the business of the assessee. jnotional depreciation upto year
[Note: Rate of depreciation applicable in previous [of bringing it to business use.
year of bringing the asset into business use is
applied.]

3) Asset purchased for personal but brought into |Actual costY of asset to the
business. [In Building Notional depreciation is reduce [ASSESSE.
from purchase date to business use].

EXPENDITURE ON SCIENTIFIC RESEARCH [Section 35

Sec 35 |Expenditure incurred Deduction

(1)@ |1. Revenue expenditure on scientific research incurred afterfAmount of
commencementof business. expenditure

2. Subject to conditions, Expenditure on scientific research |incurred [100%0]
beforecommencement of business by way of

a. Purchase of materials; or
b. Salary (except perquisite) of employees

[Expenditure incurred within 3 years immediately preceding
the date of commencement of business isallowed].

(1)(ii) [Sum paid to a Approved Research Association, University,|100% x Sumpaid
College or Institution whose objectis undertaking of scientific
research

(1) (iia)|Sum paid to an Approved Indian company engaged in R&D to |100% x Sumpaid
be used by it forscientific research

(1)@iii) [Sum paid for Social Science or Statistical Research to an|100% x Sumpaid
Approved Research Association, University, College or
Institution

) Capital expenditure (except expenditure on the purchase of land)| Amount of

on scientific research related to business or incurred within 3|expenditure
years immediately preceding the date of commencement of|incurred [100%]
business.
(2AA) |Sum paid for Scientific research to - 100% x Sumpaid
a. a National Laboratory; or

b. a University; or

c. an Indian Institute of technology; or
d. aspecified person
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(2AB) |Research after commencement of business Amount of
Assessee- Company expenditure
Engaged- Manufacturing or Bio-technology business incurred
R&D — Approved [100%0]

Other points:
1. Deduction u/s 35(1)(ii)/(iii)/35(2AA) not to be denied even if approval withdrawn
subsequently after payment of sum by assessee.

2. No depreciation allowed on assets if deduction u/s 35 claimed.

3. The treatment for Set off and carry forward of unabsorbed scientific research capital
expenditure shall be done in the same manner as that of unabsorbed depreciation.

AMORTISATION OF PRELIMINARY EXPENSES [Section 35D

1. It provides for the amortisation of preliminary expenses incurred by Indian companies and
otherresident non-corporate taxpavers.

2. It shall be amortised over a period of 5 successive PYs.

3. Eligible expenses - Expenditure in connection with—
a. the preparation of feasibility report / project report;
b. conducting market survey or any other business survey;
C. engineering services relating to the business;
d. legal charges;

4. Where the assessee is a company, in addition to the above, expenditure incurred:
a. by way of legal charges for drafting the MOA/AQA of the company and on its printing;
b. by way of fees for registering the company under the Companies Act;
c. in connection with the issue, for public subscription, of the shares in or debentures;

5. Maximum Expenditure allowed to be amortized:
In case of Indian Company Higher of the following:

(a) 5% of the Capital Employed, or
(b) 5% of the Cost of project.
Other Assessee 5% of the cost of the project

6. ‘Cost of the project’ means: Actual cost of the fixed assets shown in the books as on the
last day of the previous year.

7. “Capital Employed” means: lssued share capital + Debentures + Long-term
borrowings (7 years or more) as on the last day of the previous year [Reserve & surplus
including Security Premium shall not part of capital empoyled.

8. AUDIT: Audit of accounts by a Chartered Accountant is necessary for claiming

deduction u/s 35D.

AMORTISATION OF EXPENDITURE INCURRED UNDER VOLUNTARY
RETIREMENTSCHEME [Section 35DDA]

a. This Section applies to all assessee who has incurred expenditure for VRS Payment.

b. The amount of deduction allowable is one-fifth for 5 successive previous years.
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Section 35AD - DEDUCTION IN RESPECT OF EXPENDITURE ON SPECIFIED
BUSINESS

A. Deduction u/s 35AD is available only in the case of a “specified business™:

Setting up and operating a cold chain facility

setting up and operating a warehousing facility for storage of agriculture produce;

laying and operating a cross-country natural gas or crude or petroleum oil for distribution.

building and operating, anywhere in India, a hotel of two-star or above category;
building and operating, anywhere in India, a hospital with atleast 100 beds for patients;

developing and building a housing project under a scheme for slum redevelopment;
developing and building a housing project under a scheme for affordable housing

Production of fertilizer in India
Setting up and operating an inland container depot or a container freight station;

©®© No oakr wbhpE

|
©

Bee-keeping and production and production of honey and beeswax; and

11. Setting up and operating a warehousing facility for storage of sugar
12. Laying & Operating a slurry pipeline for the transportation of iron ore

13. Setting up and operating a semiconductor wafer fabrication manufacturing unit, if notified
14. Developing or Operating & Maintaining or Developing any Infrastructure facility;

B. Specified business should be new business:
> Not be set up by splitting up, or the reconstruction, of a business already inexistence.
» It should not be set up by the transfer of old plant and machinery.
e 20% old machinery is permitted:

e Second-hand imported machinery is treated as new:

C. Audit of the books of account — Books of account of the assessee should be audited.

D. AMOUNT OF DEDUCTION:
> 100% of capital expenditure is deductible [except any land or goodwill or financial

instrument]

» Any expenditure in respect which payment (or aggregate of payments made to a person
in aday) made in cash exceeds 10,000, no deduction shall be allowed in respect of such
payment under section 35AD.

» Expenditure incurred prior to the commencement of, shall be allowed as deduction if the
amount capitalized in the books of account of the assessee on the date of commencement.

CONSEQUENCES OF CLAIMING DEDUCTION U/S 35AD :

«» If deduction is allowed u/s 35AD, the assessee shall not be allowed any deduction.

«» Any loss under specified business u/s 35AD shall not to be set off except against profits of
other specified business u/s 73A & no time-limit for carry forward such loss.

< Any sum received on account of any capital asset, on which deduction allowed u/s 35AD,
being destroyed, discarded, or transferred shall be treated as income of the assessee.

«» It provides that any asset on which a deduction is allowed u/s 35AD shall be used only for
the specified business for a period of 8 years, if such asset is used for other purpose, then
total amount of deduction so claimed as reduced by depreciation allowable shall be
deemed to be income of the assesse [Except Sick company].

ALLOWABLE DEDUCTION IN COMPUTING PGBP

PREMIUM PAID FOR INSURANCE OF STOCK IN TRADE [Section 36(1)(i)]
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The premium paid is allowable as deductible.

PREMIUM PAID FOR HEALTH INSURANCE OF EMPLOYEES [SECTION 36(1)(ib

A deduction is allowed IF premium paid by him by any mode of payment other thancash.
BONUS & COMMISSION [Section 36(1)(ii
Deduction is allowed subject to the provisions of Section 43B.

INTEREST ON BORROWED CAPITAL [Section 36(1)(iii
a. Loan taken for business/ profession purpose
e Loan from Schedule Bank, PFI, State Financial Corp., State Industrial Investment
Corp. — Allowed [Subject to Sec 43B].
e Loan from others — Allowed.
b. Personal Purpose — Not allowed.

DEDUCTIBILITY OF DISCOUNT ON ZERO COUPON BONDs [Sec 36(1)(iiia
Deduction for discount on ZCB on pro rata basis having regard to the period of life of the bond.

Section 36(1)(iva)-Employer’s contribution towards pension scheme as referred u/s 80CCD
Deduction allowed subject to Section 43B & 40A(9), Least of the following:

e Actual Contribution; or

e 10% of salary. [Basic Salary + DA(R)]
DEDUCTIONS IN RESPECT OF BAD DEBTS [Section 36(1)(vii
1. If the bad debt is written off as irrecoverable in the accounts then allowed as deduction.
2. The debt has been taken into account in computing the income of the assesse.
3. The Successor is entitled to deduction in respect of debt incurred by predecessor.

Actual Bad debts Provision for Bad debts
Sales related: Allowed | Loan related: Not allowed.| Not  allowed [Except

[Except Money lending business] | allowed to Banks]

Recovery of a bad debt subsequently [Section 41(4)]

If a deduction has been allowed in respect of a bad debt and subsequently the amount recovered
is taxable under PGBP in the year of recovery, whether or not the business is in existence in
the year of recovery.

EXPENSES ON FAMILY PLANNING [Section 36(1)(ix)] - ADMISSABLE ONLY TO
COMPANIES

< Revenue Expenditure: fully allowed as a deduction.
s Capital Expenditure:_allowed in 5 years in equal installments.
SECURITIES/ COMMODITIES TRANSACTION TAX PAID [Section 36(1)(xv

Allowed as deduction.[In CG, benefit of STT is not available to investor]

Marked to market loss or other expected loss [Section 36(1)(xviii)]:

If it as per ICDS allowed & however for Others Not allowed.

Residuary Expenses [Section 37

Revenue expenditure incurred for purposes of carrying on the business, profession.
Conditions for allowance:

a.  The expenditure should not be of the nature described in sections 30 to 36.
b. It should be in respect of a business carried on by the assessee.

C. It should not be in the nature of any personal expenses of the assessee.

e

It should have been expended wholly and exclusively for the purposes of such business.

e. Expenditure should be legal [not an offence or isprohibited by law].
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DEDUCTIBILITY OF PENALTIES & INTEREST UNDER VARIOUS LAWS

Tax Interest Penalty
Income Tax Not allowed Not allowed Not allowed
GST allowed allowed Not allowed

1. Penalty for infraction of any law: Not deductible.
2. Penalty for breach of Contract — Allowable as deduction.
ALLOWABILITY OF CERTAIN EXPENSES

1. Dividend and Dividend distribution tax u/s 1150 is not allowed as deduction.
Income tax, surcharge & education cess is not allowable as deduction.
Provision for unascertained liability is not allowable as deduction.

Prior period expenses are not allowable as deduction.

Freebies such as gifts, cash, travel facility provided by company to doctors is disallowed.

o oA W N

. Tax audit fees or litigation expenses in relation to income tax is disallowed.

SHARES & DEBENTURES ISSUE EXPENSES
IPO, FPO, Right shares (Capital Buy back of shares, Bonus shares, Debentures
Expenditure): Not allowed. issue expenses (Revenue expenses): Allowed

Advertisements in Publication of political parties — SECTION 37(2B
Expenditure incurred on advertisement in any souvenir, brochure, tract or the like published by

any political party is disallowed. But the expenditure is allowed u/s 80GGB and 80GGC.
Disallowance of CSR expenditure

Expenditure incurred by an assessee on the activities relating to Corporate Social
Responsibility (CSR) shall not be allowed as deduction.

ment is made to Non-Resident or to any person outside India

No Deduction is allowed where payment made to a Non-Resident or Foreign Company, on
which TDS is not deducted or, after deduction, has not been paid on or before the due date

specified in section 139(1).
Section 40(a)(ia) — Payment ismade to Resident in India

30% of any sum payable to a Resident is disallowed if- TDS is not deducted or, after
deduction, has not been paid on or before the due date specified in section 139(1).

Points for Sec 40(a)(i)/(ia):

% However, the tax has been deducted in any subsequent year, or has been deducted during
the previous year but paid after the due date specified in Section 139(1), 30%/100% of such
sum shall be allowed as a deduction in the previous year in which such tax has been paid.

«» If tax has not been deducted & the deductor is able to establish that the payee has furnished
the return of income by including such income in his return and paid tax due on income
declared by him in such return of income, it shall be deemed that the assessee has deducted
and paid tax on such income on the date offurnishing return of income by the resident
payee.

Any sum which is chargeable under the head ‘Salaries’ shall be disallowed if it is payable

outside India or to a non-resident in India and if the tax has not been paid thereon nor deducted

there from within the time prescribed under the Act.

[Once paid without deduction of TDS, deduction can never be claimed even if tax is later
deducted and paid].
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Any Tax on the value of perquisite provided to the employee paid by the
employer u/s 10(10CC), shall not be allowed as deduction.

Excess Payments to Relatives and Associates — Section 40A(2

1. If payment of expenditure made to Specified Person, so much of the expenditure as is
considered to be excessive or unreasonable shall be disallowed by the Assessing Officer.
2. Specified person means:

For the Assessee Specified Person means

An Individual Spouse, brother or sister or any lineal ascendant or descendant.
HUF Member & their relatives.

Firmor LLP Partners & their relatives.

Company Director & their relatives

AOP or BOI Member & their relatives.

a. A person shall be deemed to have a substantial interest in a business or profession if:

e The business is carried on by a company, such person in the previous year, carrying
> 20% of the voting power and

e inany other case such person in the previous year, entitled to > 20% the profits.
b. If 2 or more subsidiary co. of same Holding co. then each other subsidiary is relative.
c. Amount disallowed u/s 40A(2) is however taxable as income in the hands of recipient.

SECTION 41 — DEEMED INCOME/PROFITS CHARGEABLE TO TAX

Section 41(1): Recovery against any deduction

a. Where an allowance or deduction is allowed in any AY in respect of loss.expenditure
incurred by the assessee and subsequently during any PY such assessee has obtained.

b. The amount obtained shall be deemed to be income under PGBP.

c. If such benefit obtained by the successor, then shall betaxable in the hands of successor.

S g XX¢)) — Balancing Charges

S ENNE) —Any amount realised on transfer scientific research asset is taxable as business
income to the extent of deduction allowed u/s 35 in the year in which the transfer takes place.

SN NG —Recovery amount shall betaxable in the year in which it is received.

EMPLOYEES’ CONTRIBUTION FOR THE BENEFIT OF EMPLOYEE[36(1)(iv) & (v

a. Incase of recognised or approved Provident or a superannuation or a Gratuity Fund, it should
be allowed subject to Sec 43B.

b. In case of unrecognised or unapproved Provident or a superannuation or a Gratuity Fund, it
should be disallowed.

EMPLOYEES CONTRIBUTION TOWARDSIWEL FARE FUND [36(1)(va)lX
Deduction will be allowed“only if such sum is credited by the taxpaver to the employee’s
account in the relevant fundon or before the due date.

DISALLOWANCE OF PROVISION FOR GRATUITY — SECTION 40A(7

Deduction allowed if payment made to an approved gratuity fund or provision for gratuity
that has become payable during the PY.
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MAINTENANCE OF BOOKS OF ACCOUNTS [SECTION 44AA]

1. Incase of Specified Professionals: [Subject to Section 44ADA]
Every person carrying on the specified profession shall keep and maintain the specified
books ofaccount if his gross receipts exceed 1,50.000 in each of the 3 years immediately
preceding the PY or for newly set up profession in the PY, his gross receipts are likely to
exceed " 1,50,000 in that year.

a. Specified Professions are:

(a) Legal (b) Accountancy (c) Company Secretary
(d) Medical (e) Engineering (f) Architectural

(g) Information Technology [(h) Interior Decorator (1) Film Artist

(J) Technical Consultancy  [(k) Authorised Representative

b. Specified Books of Accounts:

i. aCash Book;
ii. ajournal;
iii. aledger;
iv. Carbon copies for bills exceeds 25;
v. Original bills for expenditure exceeding 50.
vi. In case of medical practitioner additional books Daily Cash Register & Inventory
records of drugs, medicines.
2. In case of Other Profession or Business:

a. Where the income from the business or profession exceeds 1,20,000 or the turnover or
gross receipts, exceed 10.00.000 in any one of three years immediately preceding the
accounting year; or For an Individual/HUF assessee, the above limit is 250,000 &
25,00,000.

b. Where the business or profession is newly set up in any PY, if his income is likely to
exceed 1.20.000 or his turnover or gross receipts, are likely to exceeds 10,00,000
during the previous year or For an Individual/HUF assessee, the above limit is
250,000 & 25,00,000.

COMPULSORY AUDIT OF ACCOUNTS [SECTION 44AB

1. Applicability: It is obligatory in the following cases:

a. Business: if the total sales exceeds 1 Crores in any PY; Business: (i) Aggregate cash
receipts in the relevant PY < 5% of Total receipts and (ii) Aggregate cash payments in
the relevant PY < 5% of Total payments then if total sales exceeds 10 crores in any PY;

Here receipts or payments through cheque drawn on a bank or bank draft which is
not account payee is deemed to be receipts or payment in CASH.

b. Profession: if the gross receipts exceeds " 50 lakh in any PY;

c. Assessee covered u/s 44AE/44BB/44BBB: claims his income is lower than theprofits
computed on a presumptive basis.

d. Assessee covered u/s 44ADA: claims his income is lower than the profits computed on
a presumptive basis and his income exceeds the basic exemption limit.
2. Report & Form: The accounts is audited by a Chartered Accountant before the

30"September of the relevant AY.
3. Consequence for non-compliance: Penalty being lower of the following:

(a) ¥ percent of turnover or gross receipt; or
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(b) ~ 150,000.
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PRESUMPTIVE INCOME IN CASE OF SPECIFIC BUSINESS OR

PROFESSION [SECTION 44AD/SECTION 44AE]

44AD 44AE
Eligible Resident Individual/HUF/Firm, but | Any Assessee
Assessee nota LLP& has not claimed
deduction u/s 10AA or other Income
Based Deduction underchapter VIA
Eligible Any business except the business of | Business of Plying, hiring or leasing
Business Section 44AE; & whose turnover/ of Good carriage where the Assessee
gross receipts does notexceed 2. isowning not more than 10 Goods
C s Carriage at any time during the PY.
Amount of 8% of total turnover or gross | Incase of HEAVY GOODS VEHICLE
Presumptive | receiptsor higher sum [6% in case | (Gross Vehicle Weight exceeds 12000
Income payment is received by (Otherthan | kilograms) 1,000 per ton of gross
CASH) account payee | vehicle weight or unladen weight, for
cheque/draft/use of electronic | every month or part of a month

during which the heavy goods vehicle
isowned by the assessee in the PY
OTHER THAN HEAVY GOODS
VEHICLE: 7,500 p.m or part of month
[Eor each vehicle owned by

Assessee- Hire Purchase/installment]
Applicable

clearing system through a bank
account or through such other
prescribed electronic modes AND
payment is received during the year
or before the due date of ROI]

Provisions of
AdvanceTax

Advance tax is required to be
paid by15™ March — 100% in 1
installment)

Then Maintain books of account and

Effect if the Then Maintain books of account and

assessee get his accounts audited and other | get accounts audited and other
declares documents as required u/s 44AA if | documents as required u/s 44AA
lower his total income exceeds the

Income: maximum exemption limit;

PRESUMPTIVE INCOME IN CASE OF NOTIFIED PROFESSIONALS SECTION 44ADA

Eligible Assessee Resident Assessee engaged in Notified Profession u/s 44AA
Eligible profession | Total Gross receipts does not exceed 50 Lakhs

Amount of 50% of gross receipts or higher sum
Presumptivelncome
Then Maintain books of account and get his accounts audited and

Effect if the assessee
declares lower other documents u/s 44AA if his total income exceeds the maximum
exemption limit;

Income:
Common Note:
1. The assessee will be deemed to have been allowed the deductions under sections 30 to 38.

2. Depreciation is deemed to have been allowed. The WDV of asset will be calculated, as if
depreciation has been allowed.

3. Theset off of losses & brought forward losses and deductions under chapter VIA areavailable
against the income deemed under this section

4., The provisions of Section 44AD is not applicable in following cases:
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5.

a. A person carrying on specified profession as referred to in Section 44AA;
b. A person earning income in the nature of commission or brokerage; or

c. A person carrying on any Agency Business.

Where an eligible assessee declares profit for any PY as per this section and he declares
profit for any of the 5 consecutive AY's relevant to the PY succeeding such PY not as per
Section 44AD, he shall notbe eligible to claim the benefit of the provisions of this section
for 5 AYs subsequent to the AY relevant to the PY in which the profit has not been
declared as per the Sec 44AD.

Method of Accounting [Section 145

Income chargeable under the head "PGBP" or "IOFS" shall be computed in accordance with
either cash or mercantile system of accounting regularly employed by the assessee.

FIRMSs — SECTION 40(B)

1.
2.

3.

4.

The partners' share of profit shall be exempt from tax in the hands of partner.

Interest, salary, bonus, commission or other remuneration received by a partner from a firm
shall be chargeable to tax under the head PGBP.

Where a change occurs in the constitution of firm, on account of retirement or death of a
partner, the proportionate loss of the retired or deceased partner shall not be carried
forward. However, this section shall not apply in case of unabsorbed depreciation.

Allowance of interest & remuneration to partners BlgRuiglzRo] | [}V gls Nor-t{-158

a.Remuneration paid to only working partner.

b.

Any remuneration or interest is authorised by the partnership deed.

c.Interest on partner’s capital & loan allowed maximum 12% simple interest p.a.

d.

5.

Any remuneration & interest should relate to period falling after thedate of Partnership
deed.

CAx SATYA RANJAN SWAIN

On the Eirst "~ 3 lakh of book profit or in Higher of 1.50.000 or 90% of book profit
case of “Loss”

On the balance 60% of Book Profit.
Computation of Book Profits for determining remunerationg

Profits and Gains of Business or Profession of Firm computed as per Sec. 28 to 44D| Xxx
Add: Interest to partners disallowed as per above provisions XXX
Add: Remuneration to partners, if debited to P&L Alc XXX
Book Profits XXX

Important Points for section 40(b)

a. If an individual is a partner in firm on representativecapacity),then —

o Interest paid to such individual in his individual capacity shall be allowed.

o Interest paid to such individual as partner in representative capacity then disallowed.
Example: If Mr. Ram is a partner in the firm on behalf of his wife, interest paid to Ram in
his individual capacity will be allowed while interest paid to Ram on behalf of his wife as
well as interest paid to his wife directly, both will be taken into account for the purposes of
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disallowance.

b. Ifanindividual is a partner in afirm in his individual capacity -

o Interest paid to such individual in his individual capacity shall be disallowed.

o Interest paid to such individual as partner in representative capacity then allowed.
Example: If Mr. Sohan is a partner in the firm in his individual capacity, then interest paid
to him on behalf of any other person will not be disallowed, while interest paid to him in
his individual capacity will be taken into account for the purposes of disallowance.
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INCOME UNDER THE HEAD OF

“CAPITAL GAINS”

Any profits or gains arising from the TRANSFER of a CAPITAL ASSET shall be chargeable
under the head “Capital Gain” in the PY in which the transfer took place.

DEFINITION OF CAPITAL ASSET [SECTION 2(14)]
Capital asset includes

a. property of any kind held by an assessee, whether or not connected with his business,
b. any securities held by a Foreign Institutional Investor (FI1).

But excludes
v any stock-in-trade [Raw materials, Work-in process, Finished goods];

v' PERSONAL EFFECTS, forpersonal use by assessee or dependent member of his family;

a) Jewellry b) Drawings c) Sculptures
d) Archaeological Collections e) Paintings ) Any work of art

v' Agricultural land situated in Rural Area
v" Gold Deposit Bonds 1999 or Deposit Certificatesissued under the Gold Monetisation

Scheme 2015.

Definition of Rural Area:

Rural area means any area which is outside the municipality or cantonment board having a
population of 10,000 or more and also which does not fall within distance given below —
Shortest aerial distance from Population according to the last preceding census

the local limits of municipality/
cantonment board

2 km If the population is more than 10,000 but not more than 1 lakh
6 km If the population is more than 1 lakh but not more than 10 lakh
8 km If the population is more than 10 lakh

Treatment of Agricultural Land

Capital Gains arising from transfer of any agricultural land situated in Urban Area will not
constitute agricultural income for the purpose of exemption u/s 10(1). Hence, such gains would
be liable to tax under Section 45.

DEFINITION OF TRANSFER [SECTION 2(47)]
“TRANSFER” INCLUDES:
i. Sale, Exchange or Relinquishment of the asset; or
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ii. Reduction of Share Capital; or

iii. Compulsory Acquisition thereof under any law; or

iv. Conversion of Capital Asset into Stock In Trade; or

v. Maturity or Redemption of a Zero Coupon Bond; or

vi. Allowing of the possession of any immovable property in part performance of a contract;

vii. Any transaction which has the effect of transferring enjoyment of any immovable property.
NATURE OF CAPITAL ASSETS

Short- Asset Period of holdingto be
term treated as STCA
capé:al A security (other than a unit) listed in a recognized stock  not more than 12months
ass

exchange, a unit of UTlor a unit of an equity orientedfund
or a zero coupon bond

A share of a company (not being a share listed in a  not more than 24months
recognized stock exchange in India)

An immovable property, beingland or building or both not more than 24 months
Any other capital asset not more than 36 months
Treatments:

a. If more than 36/24/12 months then LTCA but for exactly 36/24/12 months will be aSTCA.
b. In the case of transfer of a depreciable asset (WDV Method), Capital Gain (if any) is
taken as STCG.irrespective of period of holding.

TYPE OF CAPITAL GAINS

Short-Term Capital Gains: Gain arising on transfer of STCA [Section 2(42B)]
Long-Term Capital Gains: Gain arising on transfer of LTCA [Section 2(29B)]

Cost Of Acquisition:

Cost of Acquisition of assets is the value for which it was acquired by the assessee. Expenses of
capital nature for acquiring the capital assets are includible in the COA.

COA IN CASE OF FOLLOWING INTANGIBLE ASSETS [SECTION 55(2)(a)]:

a) Goodwill of a business d) Tenancy rights
b) Rightto carry on any business e) Trade mark or brand name associated with a
business

¢) Right to manufacture, produce/ |f) Stage carriage permits (Route Permits)
processany article or thing

g) Loom Hours
< |f above assets are Self Generated: COA shall be NIL

Y/

«» If Goodwill of a business or profession on which depreciation is charged till PY 2019-
20: Purchase price less Depreciation.

Y/

< If any other case: COA shall be purchase price.
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COA WHEN THE ASSET IS ACQUIRED BEFORE 01/04/2001 [SECTION 55(2)(b

When an asset has been acquired by the assessee or by the previous owner from whom the asset
was acquired by the assessee u/s 49(1), before 01/04/2001, then Higher of actual COA or
FMVas 0n01/04/2001 to be the COA for computation of CG. In case of immovable

properties if SDV as on 01.04.2001 available then FMV as on 01.04.2001 should not be more
than SDV as on 01.04.2001.

Cost of Improvement:

COl is capital expenditure incurred by an assessee in making any additions/improvement to the
capital assets.

a. Any COl incurred by the Assessee/Previous Owner is to be considered.

b. Any COl incurred before 01-04-2001 is to be completely ignored.

COI in respect of following assets is taken at NIL}
e Goodwill of Business;

¢ Right to manufacture, produce or process any article or thing;

e Right to carry on any business.
COST INFLATION INDEX

ELY cll EIY cll
2001-02 100 2011-12 184
2002-03 105 2012-13 200
2003-04 109 2013-14 220
2004-05 113 2014-15 240
2005-06 117 2015-16 254
2006-07 122 2016-17 264
2007-08 129 2017-18 272
2008-09 137 2018-19 280
2009-10 148 2019-20 289
2010-11 167 2020-21 301

2021-22 317

SECTION 48 - MODE OF COMPUTATION OF CAPITAL GAINS

Computation of Short Term Capital Gains

Full value of Consideration XXXX

Less: Expenditure in connection with transfer [ SOMICIIS SRSeRl] XXXX

Net Sales Consideration XXXX

Less: Cost of Acquisition (as defined in Section 49, 51 and 55) [COA] XXXX

Less: Cost of Improvement [COI] XXXX XXXX

Gross Short Term Capital Gain XXXX
XXXX

Taxable STCG XXXX
Computation of Long Term Capital Gains [Indexation]

Full value of Consideration XXXX

Less: Expenditure incurred wholly and exclusively in connection with such XXXX

atransfer [COT]

Net Sales Consideration XXXX
Cost of Acquisition [ICOA] XXXX

Less: Cost of Improvement [ICOI] XXXX | XXXX

Gross Long Term Capital Gain XXXX
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SR Exemption U/s 54 / 54B / 54EC / 54F XXXX

Taxable LTCG XXXX
Note: Benefit of Indexation is available only in case of Long-Term Capital Assets.

ClI for the year in which asset is transferred
(SO NNEENS— COA x

CII for the P.Y. in which the asset was first held by the assessee
or
Cll for the year of 2001-02, whichever is later.

As per the Case [ERNIEWRSIEN!, the COA of the capital asset in the hands of the assessee is
taken to be cost of such asset in the hands of the previous owner, the indexation benefit would
be available from the year in which the capital asset is acquired by the previous owner.

ClI for the year in which asset is transferred

IC O meansil 60 ] I

CllI for the year in which the improvement to the asset took place

Cases where Benefit of Indexation is Not Available even in case of LTCA:

a. Transfer of a bond or a debenture. (Index benefit isavailable on transfer of Capital Indexed
Bonds issued by the Govt. OR Sovereign Gold Bond issued by the RBI).

b. Transfer of undertaking or division in a Slump Sale under Section 50B.

c. Transfer of shares/debentures of an Indian company by a Non-Resident in foreign currency.

d. Transfer of Depreciation Assets;

SECTION 51 - ADVANCE MONEY RECEIVED & FORFEITED

Where any advance or other money is forfeited by the Assessee (current owner), before
01/04/2014 then it shall bededucted from COA before indexation.Amount forfeited on or after
01/04/2014 will be taxableas 10S.

Section 50D — FMV as a Full Value of Consideration

Fair market value of the capital asset on the date of transfer to be taken as sale consideration,
in cases wherethe consideration is not determinable.

SECTION 50C — SALE CONSIDERATION IN SPECIAL CASES
Where the consideration received (as declared) for LAND OR BUILDING OR BOTH is LESS

THAN the value adopted or assessed or assessable by Stamp Valuation Authority (SVA) then.
sales consideration shall be taken to be the value so adopted or assessed or assessable by SVA.

Where the date of the agreement and date of registration are not the same, the value adopted by
SVA on the date of agreement may be taken for computation of FVOC if amount of
consideration, or a part thereof, has been received by way of an account payee cheque or
account payee bank draft or by use of electronic clearing system through a bank account or
through such other electronic modes on or before the date of the agreement for transfer.

Where the assessee can claim that the value adopted by SVA is >the FMV of the property
& not disputed before any Court, then A.O. may refer the case to a VValuation Officer.
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Different situation Consideration
> | Value adopted by the SVA Value adopted by the SVA
Where value < Valueba:dobpteﬂ or\a;;seljssed O | value ascertained by a
ascertained by asshess‘ilgo/ V:c j SI dUt rlnore valuation officer
a valuation thanl10% of declared value Under Section 55A
officer
Declred valu e FOT or 110% SSClop e ol SUactt,
< |of declared value ROI will be sales consideration.

SECTION 50CA —SALE CONSIDERATION IN CASE OF UNLISTED SHARES

Where the consideration received by transfer of an by an unguoted share, < FMV, then FMV
shall be deemed to be the FVOC.

Explanation-

"quoted share' means the share quoted on any recognised stock exchange with regularity from
time to time, where the quotation of such share is based on current transaction made in the
ordinary course of business.

EXEMPTED TRANSFER [Section 47]

Following transactions are not regarded as transfer, so no capital gain

1. Distribution of Capital Asset in total or partial partition of HUF. [Section 47(i)]

2. TRANSFER OF CAPITAL ASSETS UNDER GIFT / WILL/ IRREVOCABLE TRUST. However Shares,

Debentures or Warrants allotted under ESOP this clause is not applicable. FMV on the date
of transfer of Gift or Will shall be treated as FVOC of shares, debentures, warrants.

3. CONVERSION OF BONDS/DEBENTURES OF A COMPANY INTO SHARES/DEBENTURES OF THAT

COMPANY: COA of such shares / debenture received on conversion shall be Cost of

that part of the debenture, bond, debenture stock or deposits certificate, which is so
converted. POH of such converted shares or debentures shall include the period for which
the bond, debentures held by the assessee before conversion.

4. Any transfer of capital asset in a transaction of reverse mortgage under a scheme made and
notified bythe Govt. [Section 47(xvi)]

5. Transfer of Govt. securities carrying a periodic payment of interest, made outside India
through an intermediary dealing in settlement of securities, by a NR to another NR.

6. Transfer of Sovereign Gold Bond issued by the RBI under the Sovereign Gold Bond Scheme,
2015, by way of redemption, by an assessee being an individual.

7. Transfer of Rupee denominated bond of an Indian Company by a non-resident to another
non-resident outside India.

8. Conversion of Preference Shares into Equity Shares: COA of equity shares received on
conversion shall be cost of preference shares which so converted. POH of equity shares shall
include the period for which the preference shares held by assesse.
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ESOP: TRANSFER OF SPECIFIED SECURITY/SWEAT SHARES ALLOTED

a. COA: FMV of the shares and securities.
b. POH: From the date of allotment or transfer specified security or sweat equity shares.

COA IN CASE OF FINANCIAL ASSETS

Capital asset Cost Of Acquisition Will Start From
Shares/securities originally Allotment price Date of Allotment
purchased
Right Share / Securities Offer price by the Co. Date of Allotment
Renouncement of right:
> For the person who Nil

renounces the right. Date of offer
> For the person who Offer price + Amount

purchased the right. paid Date of Allotment
Bonus shares / Securities Nil Date of Allotment

Note: The option to take FMV as on 01-04-2001 as COA is available if such assets were
acquired before 01-04-2001. [Even in case of Bonus shares]

SECTION 45 - SCOPE AND YEAR OF CHARGEABILITY OF CAPITAL GAINS

Section 45(1

Any profits from the TRANSFER of a CAPITAL ASSET effected in the PY shall be Taxable

in the PY in which the transfer took place. But 4 Exceptions are as follows

Sectio Profits and gainsarising from the P.Y. in which Deemed Full Value
n following transactions chargeable income is of consideration
as income chargeable totax ~ for computation of
capitalgains under
section 48
45(1A) Money or other assetreceived under an The previous The value of money
insurance from an insurer on account of year in which or the fair market
damage/destruction of any capital asset, asa such money or value ofother asset
result of, flood,hurricane, cyclone, other asset is received.
earthquake or otherconvulsion of nature, received.
riot or civildisturbance, accidental

fire or explosion, action byan enemy or
actiontaken in combatingan enemy

45(1B) Receipt by any person, at any time during The previous year The manner of

any P.Y., any amount, under a ULIP in___which __any calculation as may be
issued on or after 1.2.2021 amount is received prescribed by Rules.
45(2)  Transfer by way of conversion by the ThePY inwhichsuch The fair market
owner of a capital asset into stock-in- stock-in-trade is value of the capital
trade of a businesscarried on by him. sold orotherwise asset on thedate of
transferred by him such conversion
45(5)  Transfer by way of compulsory The previous Compensation or
acquisition under any law, or a transfer, year in whichthe consideration
the consideration for consideration or  determined or approved
which was determined or approved by part thereof is in the first instance by
the Central Government or RBI first received. the CG or RBI
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If the compensation or consideration is The previous Amount by which
further enhanced by any court, Tribunal or year in which the the compensation
other authority, the enhanced amount will amount was or Consideration is
be deemed to be the income. However, any received by the enhanced or further
amount of compensation received in assessee. enhanced.For this
pursuance of an interim order of a purpose cost
court, Tribunal or other authority shall be of acquisition and
deemed to be income chargeable under the cost of
head “Capital Gains” of the previous year improvement shall
in which the final order of such court, be taken as ‘Nil’.
Tribunal or other authority is made.
45(5A)  Transfer of a capital asset, being land or The previous The stamp duty
building or both, by an year in which value of his share in
individual or Hindu undivided family, the the project, being
who enters into a specified certificate of land or building or
agreement for development  of a completion for both, on the date of
project, provided he does not transfer his the whole or part issuing of said
share in project on or before of the project is certificate of
the date of issuance of completion issued by the completion +
certificate. competent Considerationrecei
authority. ved in cash, if any,

Taxability on conversion of Inventor
Sl WAEY The FMV of inventory as on the date on which it is converted into, or treated

as, a capital asset shall be taxable under PGBP.

The EMV of inventory referred u/s 28(via).

For capital gain computation COA of such asset shall be FMV referred u/s 28(via).
POH shall be reckoned from the date ofconversion or treatment into CA.

EXEMPTION OF CAPITAL GAINS

S.No.| Particulars Section 54 Section 54B Section 54D Section 54EC | Section 54F
1 Eligible Individual / Individual/ Any assesse Any Individual /
Assessee HUF HUF assessee HUF
2 | Asset Residential Urban Land & L&B or both | Any LTCA
transferred House Agricultura building (LTCA) other
(LTCA) | Land forming part of than
an industrial Residential
undertaking House.
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3 Other Income from Land should be | Land & building | - Assessee

Conditions | such house used for havebeen used should < 1
should be agricultural for business of residential
chargeable under| purposes by undertaking for at house on the
the head assessee or his | least 2 years date of
“Income from | parents or HUF | immediately transfer. He
house property” | for 2 years preceding the should  not

immediately date oftransfer. purchase
preceding the | The transfer within 2years
date of transfer | should beby way or construct
of compulsory within3 years
acquisition of the after thedate
industrial of transfer,
undertaking another
residential
house.

4 Qualifying 1/2 Residential Land for Land or Bonds of One

asset i.e., House situated in| beingused Building NHAIorRECL | Residential

assetin India at the for orright in or anyother House
which option of the agricultura land or bondnotified situated in
capital assessee, where | | purpose building by C.G. India

gains has to | capital gains (Urban/ Redeemable

be invested | does not exceed | Rural) after 5 years)

2 crore
5 [Time Purchase Purchas Purchase/ Purchase  within a Purchase within lyear
imit forwithinl year e within construct period of 6 months before or 2years after
purchas before or2 a period within 3 years| after the date of thedate of transfer (or)
e/ years after the | of 2 after the date | transfer Construct within3 years
construcpate of transfer| years of transfer, after the date of transfer
tion or) construct | after the for shifting or
within3 years | date of re-
after the date | transfer establishing
of transfer the existing
undertakingor
setting up a
new industrial
undertaking.

6 | Amoun|Cost of new | Cost of new | Cost of CG or amount invested Cost of newResidential
t of Residential Agricultural | new In specifiedbonds, House > Net sale
Exemp House or two | Land or asset or whicheveris lower. consideration of original
tion  houses, as the | Capital Capital Maximum permissible Bsset, entire CG is

case may be | Gain, Gain, investment out of CG  Exempt. Cost of new

or Capital whicheveris | whichev  grising in anyFY is 50 Residential House < Net
Gain, lower, is er is lakhs. whether such  Baleconsideration of
whichever is | exempt lower. investment is made in Priginal asset,

lower, is thecurrent FY or proportionate CG is
exempt subsequent FY or both.PXempt.

SEC. 10(37)— Exemption on CG from Agricultural Land
Eligible Assessee: Individual & HUF.

Eligible Asset: Agricultural Land Situated in Urban Area.

Conditions:

1. If such land, during the period of 2 years immediately preceding the date of transfer,
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was being used foragricultural purposes by such HUF or individual or a parent of
individual,

2. The transfer is by way of compulsory acquisition, or a transfer the consideration for which
isdetermined or approved by the CG or the RBI.

3. Compensation must have been received on or after 01/04/2004.

4. Compensation as well as Enhanced Compensation both will be exempt.

TAX ON STCG ON SHARES/UNITS [SECTION 111A

a. This Section provides for a concessional rate of tax (i.e. 15%) on the STCG on transfer of

Equity Share of a company or Unit of an Equity Oriented Mutual Fund or Unit of Business
Trust on or after 1.10.2004 where transaction is subjected to STT.

o

15% is also applicable in a transaction undertakenin foreign currency on a recognized stock
exchange located in an IFSC located in SEZ (even if STT is not applicable).
RESIDENT IND/HUF: STCG will be reduced by the unexhausted basic exemption limit.
. No Deductions under Chapter VI-A.

o

SECTION 112: TAX ON LTCG OTHER THAN THOSE COVERED U/S 112A

«» Where the Total Income of an assessee includes LTCG, tax is payable by the assessee
@20% on suchLTCG.

+ RESIDENT IND/HUF: LTCG will be reduced by the unexhausted basic exemption limit.
+ No Deductions under Chapter VI-A.

PROVISO TO SECTION 1128

The tax on LTCG from transfer of Listed Securities (other than Units) / Zero Coupon Bond
shall be the lower of the following:

e TaxonLTCG (with Indexation & Basic Exemption, if applicable), @20% OR
e TaxonLTCG (without indexation & Basic Exemption), @ 10%

SECTION 112A: TAXATIONOFLTCG ONSALE OF LISTED EQUITY SHARESETC.
1. LTCG on transfer of equity share or unit of equity oriented fund or unit of businesstrust in
excess of 1,00,000 shall be taxable @ 10% sastisfying the following conditions:

i.  STT paid on acquisition and transfer of equity shares; or
ii. STT paid on acquisition and transfer of equity orientedfund or a unit of a business trust.

NS

RESIDENT IND/HUF: Such LTCG will be reduced by the unexhausted basic exemption limit.
No STT paid on transfer undertaken on a recognised stock exchange located in any IFSC
and where the consideration forsuch transfer is received or receivable in foreign currency..
Deductions under Chapter VI-A cannot be availed in respect of such LTCG.

Indexation is not permitted to compute LTCG chargeable to tax under Section 112A

Rebate under Section 87A is not available against tax computed under Section 112A.

w

e Gu ¢S
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Cost of Acquisition of an equity share or a unit of equity oriented fund or a unit of a business
trust referred u/s 112A, acquired beforethe 1st day of February, 2018 shall be higher of-

the COA; and
lower of —

a. the FMV of such asset as on 31.01.2018; and

b. the FVOC (Sale value).

Meaning of Fair Market value:

S.N.

Circumstance

Fair Market Value

(i)

In a case where the capital asset is
listed on any recognized stock
exchange as on 31.01.2018

If there is trading in such asset on such
exchange on 31.01.2018, The highest price of
the CA quoted on such exchange onthe said date
If there is no trading in such asseton such
exchange on 31.01.2018, The highest price of
such asset on such exchange on a date
immediately preceding 31.01.2018 when such
asset was traded on such exchange.

(i)

In a case where the capital asset is a

The net asset value of such unit ason the said

unit which is not listed on any | date
recognized stock exchange as on

31.01.2018

(i)

In a case where the capital asset is an equity
share in a company which is - not listed on a
recognized stock exchange as on 31.01.2018 but
listed on such exchange on the date of transfer

An amount which bears to the cost of
acquisition the same proportion as ClI for
the financial year 2017-18 bears to the CI|I
for the first year in which the asset was
held by the assessee or on

01.04.2001, whichever is later.

- listed on a recognized stock exchange onthe
date of transfer and which became theproperty
of the assessee in consideration of share which
is not listed on such exchange as on 31.01.2018
by way oftransaction not regarded as transfer
u/s 47

Section 94(7) DIVIDEND STRIPPING

Where any person buys or acquires any securities or unit within a period of 3 months prior to
the record date and such person sells or transfers —
a. such securities within a period of 3 months after such date, OR

b. such unit within a period of 9 months after such date

and the dividend or income on such securities or unit received or receivable by such person is
exempted, then, the loss, if any, arising therefrom shall be ignored to the extent of exempted
income for the purposes of computinghis income chargeable to tax.

Section 94(8)BONUS STRIPPING

Where any person acquires any units (i.e., original units) within a period of 3 months prior to
the record date & such person is allotted additional units without any payment & such person
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transfers all or any of the original units within a period of 9 months after such date, while
continuing to hold all or any of the additional units, then,

» the loss, if any, arising to him on account of such purchase and sale of all or any such
units shall beignored for the purposes of computing his income chargeable to tax AND

» the amount of loss so ignored shall be deemed to be the cost of purchase or acquisition
of suchadditional units as are held by him on the date of such sale or transfer.

BOND WASHING TRANSACTIONS [Section 94

A bond-washing transaction is a transaction where securities are sold some time before the due
dateof interest and reacquired after the due date is over. In order to discourage such practice,
section 94(1) provides that where the owner of a security transfers the security just before the
due date of interest and buys back the same immediatelyafter the due date and interest is
received by the transferee, such interest income will be deemedto be the income of the
transferor and would be taxable in his hands.

SECTION 46 - CAPITAL GAINS ON DISTRIBUTION OF ASSETS BY IN LIQUIDATION

TAXABILITY IN THE HANDS OF COMPANY: [EXEMPT

Where the assets of a company are distributed to its shareholders on its liquidation shall not
be regarded as a transfer by the company. But the liguidator sells the assets of the company

resulting in a capital gain then the company will be liable to pay tax on such gains.

TAXABILITY IN THE HANDS OF SHAREHOLDERS:

« Shareholders receive money or other assets from the company on its liquidation then capital
gains is applicable in the hands of shareholders.

+«+ The portion of the distribution which is attributable to the accumulated profits is to be

treated as DIVIDEND INCOME of the shareholder u/s 2(22)(c). The same will be

deducted from the amount received/FMV of the assets received.

Date of acquisition to the date of liquidation.

Capital Gains Tax on subsequent sale of the Capital Assets by the shareholders: COA
shall be the market value of the asset on the date of acquisition. POH will start from
the date on which such assets are received by the shareholder.

TAXABILITY ON PURCHASE OF OWN SECURITIES [SECTION 46A]|E=19AE=7X1 4

1. In the hands of Company

In case of buyback of shares by domestic companies, additional income tax@ 20% (plus
surcharge@12% and cess@4%) is leviable in the hands of the company u/s 115QA.

Distributed income = Buyback price — issue price (including premium)

o

2. In the hands of Shareholders

Consequently, the income arising to the shareholders in respect of such buyback of unlisted
shares by the domestic company would be exempt under section 10(34A).

» Redemption of the preference shares also amounts to buyback of shares.

SECTION 50B —SPECIAL PROVISIONS FOR SLUMP SALE

SLUMP SALE means transfer of gne or more undertakings as a result of the sale for alump
sum consideration without values assigned to the individual assets and liabilities.

NN RIS O s oV N RWNIEVNINR: If the undertaking was held by the assessee for not more
than 36 months, the capital gains will be STCG. In any other case, it shall result into LTCG.
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Mode of computation of capital gain

Full Value of consideration XXXX
Less: Expenses wholly and exclusively in connection with such transfer XXXX
Less: Cost of acquisition and cost of improvement being net worth of the XXXX
undertaking (no indexation benefit even in case of long-term capital asset)

Short Term/Long Term Capital gains XXXX

e Full Value of the Consideration shall be the fair market value (FMV) of capital assets would be
the higher of —
(i) EMV 1, being the fair market value of capital assets transferred by way of slump sale; and

(i) EMV 2, being the fair market value of the consideration (monetary and non- monetary)
received or accruing as a result of transfer by way of slump sale

el eV EX e R g RN R el gig), the Aggregate VALUE of total assets, ignoring revaluation
effect, shall be-

a. In case of depreciable assets: the WDV of block of assets as per IT Act.

b. In case of capital Assets for which the whole of the expenditure has been allowed or is
allowableas a deduction u/s. 35AD: NIL; AND

c. Inthe case of any other assets: The book value of such assets

Less: Value of liability (as appearing in the books of a/c on the date of transfer of undertakin

SECTION 55A - REFERENCE TO VALUATION OFFICER

The AO may refer to a Valuation Officer in the following case —

1. Ina case where the value of the asset as claimed by the assessee is as per registered valuer:
“if the AO is of the opinion that the value so claimed is at variance with its FMV.”

2. Inother case, If the AO is of the opinion that the FMV of the asset exceeds the value of the
asset as claimedby the assessee by > 15% of the value of asset as claimed or by > 25,000
of the value of the asset as claimed by the assessee.

3. Further, if the AO is of the opinion that, having regard to the nature of asset and other relevant
circumstances, it is necessary to make the reference.

AMALGAMATION — SECTION 2 (1B

Amalgamation means the merger of one or more companies with another company orthe

merger of two or more companies to form one company in such a manner that-

«» All the assets & liabilities of the amalgamating companybecomes the assets & liabilities
of the amalgamated company.

«»+ Shareholders holding > 75% in value of shares in amalgamating company become
shareholders of the amalgamated company.

(N T axation in the hands of Amalgamating company:
Transfer of capital assets by Amalgamating Company to the Indian Amalgamated
Company is not considered as transfer and not chargeable to CG tax. [Sec 47(vi)]
a. Condition to be fulfilled: Scheme approved by CG.

b. [glllellglelzEIglelel in the hands of the transferee in case of subsequent transfer:
Previous Owner’sholding period shall be included.
c. Costin the hands of Transferee [Sec 49]: Cost to the Amalgamating Company.

YA T axation in the hands of shareholder!

When shareholders allotted shares of Amalgamated Company in exchange of
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shares of Amalgamating Company is not chargeable to capital gain tax. [Sec 47 (vii)]

a. POH: Period of holding of Amalgamating Company’s Shares & Period in Amalgamated
Company.
b. COA: Cost to original shares in Amalgamating Company.

SR T axation in the hands of Amalgamated Company:

a. POH: Period of Amalgamating Company + Amalgamated Company.
b. COA: COA of Amalgamating Company (Cost of previous owner).

ST ransfer of Capital Asset by Holding Company to its subsidiarygiRglsl{€e]aS e[S lE=H

transfer and not chargeable to capital gain tax [Sec 47(iv)]
a. Conditions to be fulfilled:
e Holding Company or its Nominees shall hold 100% Shares in Subsidiary Company.
e Subsidiary Company should be an Indian Company.
b. Holding period in the hands of the Transferee in case of subsequent transfer Sec.

2(42A): Previousowner’s holding periods shall be included.
c. Costin the hands of Transferee [Sec 49]: Cost to Previous Owner.

DEMERGER [SECTION 2 (19AA

Demerger means the transfer by a demerged company of its one or more undertakings to any

resulting company and all the following conditions are fulfilled:-

« All the assets & liabilities of the demerged companybecomes the assets & liabilities of
the resulting company.

«» All the assets & liabilities are transferred at book values [ignoring revaluation].

% The resulting company issues, in consideration of the demerger, its shares to the
shareholdersof the demerged company on a proportionate basis.

«» The shareholders holding > 75% in value of the shares in the demerged companybecomes
the shareholders of resulting company.

«» The transfer of undertaking is on a going concern basis.

1. HeUSE ) RTINS, by a demerged company to the resulting company is not
considered astransfer and not chargeable to capital gain tax. [sec. 47(vib)]

a. Condition: Resulting company shall be an Indian company.

b. Holding Period in the hands of the transferee in case of subsequent transfer:
Previous Owner’sholding period shall be included.
c. Cost in the hands of transferee [Sec. 49]: Cost to the demerged company.

AN the hands of Shareholder:

When the shareholder of demerged company receive shares of resulting company is not
chargeable to capital gain tax.
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3. by the Resulting Company to the shareholders of the demerged
company if thetransfer is made in consideration of Demerger [Sec 47(vid)]
a. Holding Period in the hands of the transferee for subsequent transfer: Period of
holding of Demerged Company’s Shares shall be included.
(M Cost of acquisition of Resulting Company’s Shares on demerge rj Sl ¢ie3]|

Cost of acquisitionof Demerged Co'sShares x Net book value of Assets transferred to resulting comapny

net worth of the demerged comapny before demerger

[Net Worth = Paid up share Capital and General reserve before demerger.]

(I Cost of Acquisition of Demerged Company’s Shares after demergerjRE:eI¢A)]
Original Cost of Acquisition of shares in Demerged Company XXX
Less: Cost of acquisition of resulting company shares as per Section 49(2C) (XXX)

VAT ransfer of Capital Asset by Subsidiar to its Holding Companylikale]s

considered as transfer and not chargeable to capital gain tax [Sec. 47(v)]
a. Conditions to be fulfilled:

e Whole of the Share Capital of the subsidiary Company shall be held by Holding
Company
e Holding Company should be an Indian Company.
b. Holding period in the hands of the Transferee in case of subsequent transfer Sec.

2(42A): Previousowner’s holding periods shall be included.
c. Costin the hands of Transferee [Sec 49]: Cost to Previous Owner.
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INCOME FROM OTHER SOURCES

Any income includible in the total income of an assessee, which cannot be included under any
of thefirst four heads of income, is chargeable under the head ‘IFOS’.
IFOS Income may include:

>

V V V V V V V V V V V VY V V YV V YV

Dividend Income

Casual Income

Gift

Income from Sub-Letting of a House Property

Family Pension

Director’s Sitting Fee

Remuneration received by MP/MLA

Interest on bank deposit / deposits with companies or on loan
Income from undisclosed sources

Examiner-ship fee from non-employer

Rent from a vacant piece of plot of land

Agricultural Income from land situated outside India

Interest on Income Tax Refunds

Sum received from Keyman Insurance Policy

Dividend income from foreign company

Premium amount (shares issued on premium)

Advance money forfeited in the course of negotiation for transfer of a capital asset.

Compensation in connection with termination/modification of employment

The following income is chargeable u/h1FOS only if suchincome is not chargeable u/h PGBP

Y/
0‘0

\/
0‘0

/
0.0 L)

/
0.0

Income from letting out of plant, machinery or furniture.

If letting out of buildings is inseparable from letting out of P&M, the income from such
letting.

Insurance Commission

Income from Royalty

Interest on Securities

CASUAL INCOME]

1.

Casual income includes winning from lotteries, crossword puzzles, horse races, card games,

gambling, betting etc. taxable @ flat rate of 30% u/s 115BB [plus surcharge. if applicable,
plus H&EC].

Loss under other head including IFOS is not allowed to be set off with casual income.
No Deduction under Chapter VI-A [Section 80C to 80U]
Adjustment of unexhausted basic exemption limit is also not allowed.
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R/
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R/
0’0
R/
0’0
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Income from Casual income exceeding 10.000/- issubject to TDS @ 30%] Thus, it is

included in total income of the assessee after being grossed up as follows: Gross Winnings=
[Net winnings x 100/ (100 - Rate of TDS)]

Income derived from owning & maintaining racehorses is not a casual income and

normalslab rate will be applicable on such income.

SUM RECEIVED UNDER A KEYMAN INSURANCE POLIC

Ifitis received by Employer: PGBP
If it is received by Employee: Salary
If it is not taxable in Salary or PGBP: IFOS

Taxability of Allowances to MLA/MP

Daily Allowances & Constituency Allowances to MLA & MP are exempt from tax u/s 10(17).
Section 10(15) - EXEMPTED INTEREST INCOME

Interest from Post Office Saving Bank Accounts: Interest from Post Office Saving Bank
Accounts is exempt to the extent of 3,500 in case of an Individual Account and 7,000 in the

case of Joint Account.

DEDUCTIONS ALLOWABLE [SECTION 57]

a.

b.

C.

d.

Dividend (other than dividends referred to in section 115-0) or Interest on Securities: Any

reasonable sum paid by way of commission or remuneration to a banker or any other person
for the purpose of realising such dividend or interest on behalf of the assessee.

Income consists of recovery from employees as contribution to any provident fund etc.: To

the extent the contribution is remitted before the due date under the respective acts.

Income from letting on hire of machinery, plantand furniture, with or without building:

Deduction allowable are: any current repairs, insurance premium, normal depreciation

allowance

Interest Received on Compensation / Enhanced Compensation: Deduction allowed is

MR}, o) o ol oot ofFompedtl ion A

y way of interest received on compensation/enhanced compensation received
chargeable to tax. No further deduction of anyexpenses will be allowed

DEDUCTIONS NOT ALLOWABLE [SECTION 58]

a.
b.
c.
d.

e

f.

Income - Tax Paid.

Personal Expenses of the assessee

Any Interest / Salary payable outside India where TDS has not been paid or deducted.
Payment in the nature specified in Section 40(a)(ia)

Payments of expenses in the nature specified in Section 40A(2) & Section 40A(3)

No deduction in respect of any expenditure incurred for earning Casual Income

TAXABILITY OF GIFTS

S el SISIPAIEAR Gift of any sum of money or property or transfer of property for inadequate
consideration on orafter 1st April, 2017 to be subject to tax in the hands of Any Person as 10S

Nature of asset| Particulars Taxable value

Money Without The whole of aggregate amount if the sameexceeds 50,000.
consideration

Movable Without The aggregate Fair Market Value (FMV) of theproperty, if it

property consideration | exceeds 50,000.
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Movable Inadequate The difference between the aggregate FMV and the
property consideration | consideration, if such difference exceeds 50.000.
Immovable Without The Stamp Duty Value [SDV] of the property,if it exceeds
property consideration | 50,000.[Each Property Separately]

Immovable Inadequate The difference between the SDV and the consideration, if
oroperty consideration | such difference exceeds higher of the following amount:

a) 50,000 or b) 10% of the consideration
[Each Property Separately]

The difference between the stamp duty value and the
consideration, if such difference is more than the higher of
50,000 and 20% of consideration, in case the immovable
property is a residential unit which is held as stock-in-trade by
the seller and transferred between 12.11.2020 and 30.6.2021 by
way of first time allotment to the buyer and the consideration
for transfer <2 crores.

Note:

1. Gift provisions will not be applicable if property is received as stock in trade, consumable
stores and raw materials.

2. For this purpose, “property” means the capital Asset of the assessee namely immovable
property being land or building or both, shares and securities, jewellery, archaeological
collections,drawings, paintings, sculptures or any work of art or bullion.

Section 43CA & 50C: SDV shall be treated as sales consideration:

In case of immovable property held as capital assets or stock-in trade, if sales consideration <
SDV then such SDV shall be deemed to be sales consideration for computing PGBP or Capital
gain. However, where the SDV does not > 110% of sales consideration, then sales consideration
shall be treated as FVOC. If assessee not satisfied with SDV then his case may be transferred
to a Valuation Officer.

In case Section 43A, the difference between the stamp duty value and the consideration, if such
difference is more than the higher of 50,000 and 20% of consideration, in case the immovable
property is a residential unit which is held as stock-in-trade by the seller and transferred between
12.11.2020 and 30.6.2021 by way of first time allotment to the buyer and the consideration for
transfer < 2 crores.

Note — Though the residential unit should be the stock in trade of the seller for applicability of the
higher threshold of 20%, it should be a capital asset in the hands of the buyer in the first place
for attracting the provisions of section 56(2)(x).

Immovable Property
Capital asset Stock-in —trade
Section 50C Section 43CA
Capital gain PGBP

Section 43CA & 50C & 56(2)(x): Date of SDV = Date of Agreement or Registration:

Mainly SDV is taken on the Date of Registration. But when date of agreement and date of
registration are not same -

SDV on the Date of agreement can be considered, if full or part consideration received/ paid
upto date of agreement in

Section  50C:  Account | Section 43CA: Account payee | Section 56(2)(x): Account
payee cheque or an | cheque or an account payee | payee cheque or an account
account payee draft or by | draft or by use of electronic | payee draft or by use of
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use of electronic clearing
system through a bank
account or through such
other electronic modes as
may be prescribed.

clearing system through a
bank account or through
such other electronic modes
as may be prescribed.

electronic clearing system
through a bank account or
through such other
electronic modes as may be
prescribed.

, any gift received from following ways would be outside the ambit]

1. fromany relatlve or
on the occasion of the marriage; or
under a will or by way of inheritance; or

2

3

4. in contemplation of death; or
5. fromany local authority; or
6

from any fund, foundation, university, educational institution, hospital, medical

institution, trust, institution referred to in section 10(23C); or
7. from or by any trust registered u/s 12AA [Charitable orReligious Trust]; or
8. by way of transaction not regarded as transfer u/s 47;or

9. from an Individual by a Trust created solely for the benefit of relative ofthe Individual.
10. from such class of persons and subject to such conditions, as may be prescribed.

For the purpose of this clause, the expression g3 9 9N § A% Bl [F-1g
In Case of Individual:

spouse of the individual,

brother or sister of the individual,

brother or sister of the spouse of the individual,

brother or sister of either of the parents of the individual,

any lineal ascendant or descendant of the individual,

any lineal ascendant or descendant of the spouse of the individual, and
spouse of a person referred to in items (ii) to (vi) mentioned above.

In Case of HUF: Any Member

Other receipts chargeable under this head
Section
56(2)
(viib)

Provision
Consideration received in excess of FMV of shares issued by a closely held
company to any person, being a resident, to be treated as income of such company,
where shares are issued at a premium

Deductions allowable [Section 57]

S.N. Particulars

1. In case of dividend or income in
respect of units of mutual fund or
income inrespect of units from a
specified company
2. [Family Pension

Deduction
Interest expenditure to earn such income. However,
such interest expenses cannot exceed 20% of such
income included in total income, without deduction
under this section.
Sum equal to
e 33 1/3% of such income or
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‘ ‘ e 15,000, whichever is less \

DEEMED DIVIDEND,

Dividend income

From Domestic company: Taxable in hands of| From Foreign company: Taxable in hands of
Shareholder at Normal Tax Rate Shareholder at Normal Tax Rate

Dividend from Indian company u/s 2(22)(a)/(b)/(c)/(d)/(e) is taxed at Normal rates in the hands

a. Any distribution of assets by a company to its shareholders shall be deemed to be the
dividend [FMV of Assetsl to the extent the company possesses accumulated profits whether

capitalized or not
b. Any distribution of debentures / debenture-stock / deposit certificates etc. by a company to

its shareholders

OR

Any distribution of shares by way of bonus by a company to its preference shareholders shall
be deemed to be the dividend to the extent the company possesses accumulated profits

whether capitalized or not SIA¢23](s))

c. Any distribution of assets by a company on its liquidation extent to which possesses
accumulated profits of the company standing immediately before its liquidation whether

capitalized or not. SIAe#3](9)

d. Any Distribution to its shareholders by a company on reduction of its capital to the extent to
which company possesses accumulated profits whethercapitalized or not. SIe4e#3]1(s))

Al Advance or loan by a Closely Held Company to its Shareholder [Sec. 2(22)(e)]
Any payment, by a closely held company, of any sum by way of loan or advance:
e to a shareholder, being the beneficial owner holding >10% of votingpower, OR
to any concern, in which he is a member/partner and has asubstantial interest, OR

to any persons on behalf of such a shareholder, shall be deemed to be the dividend to
the extent to which the company possesses accumulatedprofits.

Notes

1. Where loan is given and accumulated profits exceeds the loan, then the entire loan will be
deemed as dividend.

2. Dividend shall not include any advance or loan made to a shareholder or a concern by a
company in theordinary course of its business where the money lending is substantial part
of the business of the company.

3. Buy Back of Own Shares: Any payment made by a company on purchase of its own
shares from ashareholder is not a deemed dividend.

4. Any dividend paid by a company, which is set off by company against the loan which has
been deemed as dividend u/s 2(22)(e) is not a deemed dividend.

5. Shares allotted to shareholder of demerged company by resulting company under scheme of
Demerger.

PREVIOUS YEAR FOR UNDISCLOSED SOURCES OF INCOME
Unexplained Cash Credits [Sec. 68

«» Thesum is found credited in the books of assesse & he offers no explanation about its nature
and source OR the explanation offered is not satisfactoryto the AO.
+«+ The amount so credited is treated as the income u/h IFOS in the vear of credit.
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Unexplained Investment [Sec. 69

+ The assessee made investments & he offers no explanation about its nature and source OR
the explanation offered is not satisfactoryto AO.

« The investment is treated as the income u/h IFOS in the Year of investment is made.

Unexplained Money etc. [Sec. 69A

« In search, the assessee was found to be owner of any money, bullion or jewellery or other
valuablearticle & not recorded in the books of accounts & he offers no explanation about its
nature and source or the explanation offered is notsatisfactory.

« The value of such items is treated as the income u/h IFOS in the vear in which it is found.

Investment not fully disclosed [Sec. 69B

+ The assessee made investments & not fully recorded in his books of accounts & he offersno
explanation or the explanation offered is not satisfactory.
« The investment shall be treated as the income u/h IFQS) in the Year of investment is made.

Unexplained Expenditure [Sec. 69C

+ The assessee has incurred expenditure & he offers no explanation about such expenditure or
the explanation offered is not satisfactory.

« The expenditure shall be treated as income u/h IFOS of Year in which it was incurred.

Amount borrowed or repaid on Hundi [Sec. 69D

« Where any amount is borrowed or repaid on a hundi other than throughan account-payee
cheque drawn on a bank,

¢+ the amount shall be income in the year in which amount was borrowed or repaid.

TAXATION OF CASH CREDIT, UNEXPLAINED MONEY, UNEXPLAINED INVESTMENT ETC.
COVERED U/S 68, 69, 69A, 69B, 69C & 69D [SECTION 115BBE]

1. Tax Rate: 60% [plus surcharge (25%0) and cess (4%b) as applicable]

2. No deduction in respect of Benefit of Basic Exemption Limitand forany expenditure or

allowances or Set off of any loss shall beallowed in computing above deemed income.
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DEDUCTIONS FROM GROSS

TOTAL INCOME

carry forward.

& special rates of tax income.

Deduction in respect of investment in specified assets|

Applicability: Individual or HUF
Maximum Qualifying Amount: 150,000

[Section 80C]

The following are the investments/contributions eligible for deduction —

Deduction under chapter VI-A is restricted to Gross Total Income & deduction cannot be

Deduction under chapter VI-A is not allowed against LTCG, LTCG u/s 112A, STCG 111A

Name of the investment / payment Payment made by the
Individual HUF

Subscription to NSC (including Interest Accrued thereon) Self Any member
Tuition Fees paid for education of children in_India of Maximum up NA
maximum 2 children. to 2children
Lo _|bul:,_|e SRSt I:_mlleedl HISU T Ilan (:H':“ :) 9! =5 ARy Fembes
LIC-Mutual Fund
Contribution to Units of Mutual Funds or UTI Self Any member
Contribution to Notified Annuity Plan of LIC. Self Any member

Life Insurance Premium on Life Policy or Endowment Policy
Maximum Amount of Deduction:
e 10% of Sum Assured if policy issued on or after 1.4.2012

e [15% of sum assured if policy issued on or after 1.4.2013 on
life of any person with disability (u/s 80U) or person
suffering from specified disease (u/s 80DDB)]

e 20% of Sum Assured if policies issued before 1.4.2012.

Self, Spouse&
child

Any member

Contribution towards

= Statutory Provident Fund/Recognized Provident Fund | Self NA
= PPF SEESIIEE |/ Any member
= Approved Superannuation Fund (ASF) & Child NA
Self
Contribution to Notified Pension Fund of Mutual fund or UTI | Self NA

Contribution by a CG employee to additional account underNPS u/s 80CCD for a fixed period
> 3 years and which is in accordance with the scheme notified bythe CG forthis purpose

qualifies for deduction u/s 80C.

Term Deposit of 5 year or more with a scheduled bank; Self N A
Subscription to 5 year Time Deposit in an a/c under the Post Office; | Self Any member
Subscription to an account under Senior Citizens SavingScheme; Self Any member
Subscription to notified NABARD Bonds Self Any member
Any payment loan from bank, FI towards the cost of purchase/ Self Any Member
construction of aresidential property.

Amount invested in Approved debentures/ equity shares/ Units of  Self Any Member
MF in a public Co. engaged ininfrastructure facility;
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Amount deposited in Sukanya Samriddhi Account Scheme Self, Girl Child or Girl
Childfor whom
Individual is a Legal
Guardian.

Note: Child may be Dependent/Independent/Male/Female/Minor/Major/Married/Unmarried.

Contribution to certain pension funds [Section 80CCC

1. Applicability: ANY INDIVIDUAL Maximum Limit: 150,000

2. Amount paid or deposited for any annuity plan of LIC/ Any other Insurer for receiving
Pensionfrom the Pension Fund,

CONTRIBUTION TO NPS OF CG &ATAL PENSION YOJNA U/S 80CCD)

1. Applicability: ANY INDIVIDUAL
a. In Case of Employment: Contribution of employee or 10% of Salary whichever is lower
b. In Case of Others: Contribution of assessee or 20% of GT 1, whichever is less [BOCCD(1)]

2. Contribution of employer or 10% of Salary (14% of salary, in case ofcontribution
made by the CG ) whichever is lower [80CCD(2)]

3. EliefeinIeN=)E An Individual is eligible for additional deduction of upto 50,000, whether or
not any deduction is allowed under section 80CCD(1).

4. “Salary” means [[SENISREIETaRABVAN(RI]|, but excludes all other allowances and perquisites

5. Any amount received by nominee gn the death of the assesseeshall not be taxable.

6. Any amount received on maturity will not be taxable if the same is used for purchasingan
annuity plan in the same PY.

7. Any payment from NPS to assessee on closure of account/scheme as referredin Section
80CCD, to the extent of 60% amount payable is Exempt. [Sec 10(12A)]

8. Any payment from NPS to an Employee on partial withdrawal made out of his account, to
the extent it does not exceed 25% of the amount of contributions made by him is Exempt.

Limit on deductions under sections 80C, 80CCC & 80CCDJSection 80CCE
The aggregate deduction u/s 80C, 80CCC and 80CCD(1) to 1,50,000 except u/s 80CCE.

Deduction in respect of Health insurance premium [Section 80D

1. Applicability: INDIVIDUAL or HUF
2. Nature of payment:

a. Premium towards Mediclaim Health Insurance Policy taken
e In case of an Individual: Individual, Spouse, Parents and dependent children

e Incase of HUF: In the name of any Member
b. Incase of Senior Citizen, Medical expenditure incurred if no payment is made for health

insurance premium. (HUF — Any Member being Senior Citizen)
c. Contribution to CG Health Scheme or other health scheme as notified by CG is also
eligible for deduction if it is taken for Individual, Spouseor Dependent Children.
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d. Any payment made by an individual on account of preventive health checkup of
self, spouse,dependent children or parent(s) during the PY upto maximum 5,000.

3. Maximum Amount of Deduction:

Particulars Individual HUF
Premium/Contribution | Individual, Spouse & | Parents (Whether | Any Member
for Dependent Children | dependent or not)
Deduction being a. Premium Paid, or a. Premium Paid, or | a. Premium Paid, or
lower of b. 25,000 p.a. b. 25,000 p.a. b. 25,000 p.a.
Additional
BXEMERfor Senior 25,000 25,000 25,000
Citizen [The person
who is insured]

4. Senior Citizen means an Individual + Resident in India +the age of 60 years or more

5. Payment made by any mode other than cash. but pavyment of preventive healthcheckup.
can be made in cash.

Deduction in respect of maintenance including medical treatmentiof a dependent disabled

Section 80DD

1. Applicability: Resident INDIVIDUAL OR RESIDENT HUF.

2. Assessee must have a Dependent Disabled Relative:

Situation Relative Includes
In case of Individual Spouse, Children, Parents, Brothers & Sisters of the Individual
In case of HUF Any Member

Disability includes Blindness, Low Vision, Hearing impairment, mental illness etc.
Quantum of Deduction:
Relative suffering with Disability 75,000
Relative suffering with Severe Disability [80% or more] 125,000
Tax Point: Deduction shall be irrespective of actual expenditure incurred.

Deduction in the case of a Person with Disability [Section 80U

1. ELIGIBLE ASSESSEE: Applicable to a RESIDENT INDIVIDUAL.
2. FIXED DEDUCTION: (USSRl A (o Clale [l ) I n case of

Person with Disability - 75,000
Person with severe disability - 1,25,000

Deduction in respect of medical treatment etc. [Section 80DDB

1. Applicability: RESIDENT INDIVIDUAL & RESIDENT HUF
2. The assessee has actually paid any amount for the medical treatment of Specified

Disease for

Situation Relative Includes
Individual| Self or dependent relative [Spouse,Children, Parents, Brothers & Sisters]
HUF Any Member

3. Quantum of Deduction: Lower of the Two:
a. Amount actually paid or
b. 40,000/ In case of Senior Citizen — 100,000
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Deduction in respect of Interest on loan taken for higher education in India or abroad [Section

1. Applicability: Individual

2. The loan taken by him from any Financial Institution, Banks, Charitable Institution.

3. The loan must have been taken education of Self, Spouse, Children and student for whom the
individual is the legal guardian.

4. Interest paid for SPASEENQEINREELE starting from the AY in which the assessee startspaying
the interest on loan.

Deduction in respect of interest on loan taken for residentialhouse property [Sec. 80EE]

1. Conditions -

¢ The assessee is an Individual.

« Loan is taken from Financial Institution (includes Banks/Housing finance Companies).
« Loan has been sanctioned during April 1, 2016 and March 31, 2017.

< The amount of loan sanctioned for residential house property does not exceed 35 lakh.
< The value of residential house property does not exceed 50 lakh.

< The assessee not own any residential house property on the date of sanction ofloan.
Amount of Deduction: interest payable on the above loan or 50,000,whichever is less.
3. Assessee first claim deduction u/s 24(b) in IFHP and balance interest u/s 80EE.

N

Deduction in respect of interest payable on loan taken for house property [Section SOEEA
Eligible assessee: An individual Other than covered u/s 80EE.

Conditions:
1. the loan has been sanctioned by the financial institution during 1/4/19 TO 31/3/22;

2. the stamp duty value of residential house property does not exceed 45 lakh rupees;
3. the assessee does not own any residential house property on the date of sanction of loan.

4. The interest allowed as deduction u/s 80EEA will not be allowed as deduction.
Quantum of deduction: The maximum deduction allowable is 1,50,000.

First deduction should be claimed u/s 24(b) of house property & remaining interest deduction
u/s 80EEA.

payable on loan taken for electric vehicle [Section 80EEB
Eligible Assessee: An Individual
Conditions:
a. Loan has been sanctioned by the financial institution during 1/4/19 TO 31/3/23.
b. The interest allowed as deduction u/s 80EEB will not be allowed as deduction.
Quantum of deduction: Interest payable, subject to a maximum of 1,50,000.

Electric Vehicle:

A vehicle which is powered exclusively by an electric motor whose traction energy is supplied
exclusively by traction battery installed in the vehicle. The vehicle should have electric
regenerative braking system, which during braking provides for the conversion of vehicle kinetic
energy into electricalenergy.

Donation [Section 80G]

Applicability: All assessee
Nature: Donation in Kind is not eligible. No deduction for donation > 2,000 if paid in cash.
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(1) Deduction = 100% of donation (2) Deduction = 50% of donation
National Defence Fund 1. Jawaharlal Nehru Memorial Fund

PM National Relief Fund :
2. PMD ht Relief F
PM Earthquake Relief Fund roug elief Fund

Zila Saksharta Samiti 3. Indira Gandhi Memorial Trust
CM Relief Fund 4. Rajiv Gandhi Foundation
National Sports Fund
National Cultural Fund

Fund for Army

The National Children’s Fund

. National Fund for Control of Drug Abuse
. Swachh Bharat Kosh

. Clean Ganga Fund
. PM Care Fund.

©W®o N A LN R

el
N B O

[EY
w

EMDeduction of some donation is subject to QUALIFYING AMOUNT [In aggregate
3) 100% deduction 4) 50% deduction

e Donation to Govt, or approved |e Donation to Charitable Trust.
institution  for promoting family | Donation for benefit of minority

planning; community.
e Donation bv companv to Indian | ® Donation for renovation or for repair of

Olympic  Association or Notified temple, mosque, Gurudwara, church, etc.
institution for the development of | Donation to housing development
Infrastructure for sports in India. authority constituted in India.

QUALIFYING AMOUNT: It means 10% of Adjusted GTI or the Donations given [in
Aggregate]whichever is less.

[Adjusted GTI means: GTI-LTCG-STCG u/s 111A — All deduction of Chapter V1A except
80G]

Donation to - |Qualifying Amt. |9% Eligible | Deduction
1. Donation without any qualifying limit:
1. PMNRF 100%
2. Zila Saksharta Samiti 100%
3. Indra Gandhi Memorial Trust 50%
Total deduction under (A)
2. Donation subject to qualifying limit of total donation of 10% of Adjusted GTI:
1. Government for the promotion of family planning. 100%
2. An approved charitable institution (the qualifying amount = 50%
10% of Adj. GTI - Donation for family planning, which is
eligible for 100% deduction)
Qualifying amount under (B) = 10% of Adj. GTI

Total Deduction u/s 80G [(A) + (B)]

**Adjusted GTI = GTI - Deduction u/s 80C to 80G — STCG referred u/s
111A -LTCG (Section 112 or 112A)
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1. Applicability: Individual.
2. Quantum of deduction:

a. Actual rent paid - 10% of the Adjusted GTI, or
b. 25% of the Adjusted GTI, or

c. 5,000 p.m.
Adjusted GTI means
Gross Total Income XXX
Less: LTCGu/s 112 or 112A (XXX)
Less: STCG u/s 111A (XXX)
Less: Deduction u/s 80C to 80U except 80GG XXX

Deduction in respect of Donation for scientific research or rural development [Sec B0GGA
1. Eligible assesse: All assesse (except assesses having income under the head PGBP).

2. Amount of deduction: 100% of donation.

3. If donation amount is more than 2,000 then should be made other than cash.

Donation to Political parties or Electoral Trust
1. Eligible assesse: Indian Company
2.  Amount of deduction: 100% of donation.

3. Donation other than cash.

Donation to Political Parties or Electoral Trust [Sec 80GGC

1. Eligible assesse: Any person (other than Indian Company)
2. Amount of deduction: 100% of donation.
3. Donation other than cash.

DEDUCTION IN RESPECT OF ROYALTY INCOME ON BOOKS [Sec 80QQB

1. ELIGIBLE ASSESSEE: Resident individual being an author who’s GTlincludes INCOME
in the nature of
a. Lump sum consideration for his interests in the copyright of any book being a

work ofliterary, artistic, scientific nature or
b. Royalty or copyright fees in respect of such book.

2. DEDUCTION: LOWER OF
a. 100%b of such lump sum income [15% of the value of books in case of Royalty]

(Less: Related Expenses) OR
b. 3,00,000

1. ELIGIBLE ASSESSEE: RESIDENT Individual whose GTI includes Royalty Income
from Patent.
2. DEDUCTION: lower of
a. 100% of such income; or

b. 3,00,000
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COMMON FOR 80QQB/80RRB BOTH
If income earned from foreign sources: Deduction is allowed to the extent the income is
brought intolIndia in Convertible Foreign Exchange within 6 months from end of Previous Year
or such extendedperiod as allowed by RBI / competent authority.

Deduction in respect of interest on deposits in saving accounts to the
Section 80TTA

1. Applicability: Individual or HUF (Other than senior citizen covered u/s 80TTB)

2. Maximum Qualifying Amount of deduction under section 80TTA: 10,000

3. GTl includes interest on deposits (not being time deposit) in a Saving Bank Account with

Banks, Co-operative society or Post Office.

Deduction in respect of interest on deposits to the extent of 50,000[Section 80TTB

1. Applicability: Senior Citizen

2.  Maximum Qualifying Amount of deduction under section 80T TB: 50,000

3. GTlincludes interest on deposits with Banks, Co-operative society or Post Office.

Note: Senior citizen who is eligible for deduction u/s 80TTB will not be able to claim
deduction u/s80TTA.

Deduction in respect of employment of new Workmen/Employees[Section 80JJAA

1. Where the GTI1 of an assessee (any person) to whom section 44AB applies, includes any
profitsand gains derived from business, a deduction of an amount equal to 30%6 of additional
employeecost incurred in the course of such business in the previous year shall be allowed,
for 3assessment years including the assessment year relevant to the previous year in which
such employment is provided.

2. "Additional Employee Cost means total emoluments paid or payable to additional
employeesemployed during the PY: Provided that in the case of an existing business, the
additional employee cost shall be NIL, if-

a. there is no increase in the number of employees;

b. emoluments are paid otherwise than by an a/c payee cheque or draft or NEFT or
RTGS or any electronic mode or through any other prescribed electronic mode.:
Provided that in new business, emoluments paid or payable to employees employed
during that PY shall be deemed to be the additional employeecost;

3. "Additional Employee' does not include,-
a. anemployee whose total emoluments are more than 25,000 per month; or
b. an employee for whom the entire contribution is paid by the Govt. under the
Employees' Pension Scheme; or
c. an employee employed for a period of less than 240 days during the PY (150 days in
case of Apparel, footwear or leather products); or
d. anemployee who does not participate in the RPF;

where an employee is employed during the PY for a period of less than 240/ 150 days, as
the case may be, but is employed for a period of 240/ 150 days, as the case may be, in the
immediately succeeding year, he shall be deemed to have been employed in the succeeding
year and theprovisions of this section shall apply accordingly
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CLUBBING OF INCOME

TRANSFER OF INCOME WITHOUT TRANSFER OF THE ASSET [SEC 60

If any person transfers the income from any asset without transferring the asset itself,
such income is tobe included in the total income of the transferor.

INCOME ARISING FROM REVOCABLE TRANSFER OF ASSETS [SECTION61

All income arising to any person by virtue of a revocable transfer of assets is to be included
in the totalincome of the transferor.

CASEOF REVOCABLE TRANSFER [SECTION 62]:
1. Transfer not revocable during the life time of the beneficiary or the transferee:
2. Transfer is made before 01.04.1961 & transfer is not revocable for a period > 6 years.

SECTION 64(1)(11): INCOME OF SPOUSE FROM A CONCERN IN WHICH THE INDIVIDUAL HAS
SUBSTANTIAL INTEREST
Any remuneration derived by a spouse from a concern in which the other spouse has a

substantial interest,shall be clubbed in the hands of the spouse who has a substantial interest
in that concern.

a. No clubbing if remuneration is due to technical or professional qualifications of spouse.

b. If the husband and wife both have substantial interest in the concern and
« both are in receipt of remuneration from the concern,
« then the remuneration of both shall be clubbed in the hands of that spouse

+» whose total income, before including such remuneration, is greater.

Where any such income is once included in the total income of either spouse, income arising in
thesucceeding year shall not be included in the total income of the other spouse unless the
Assessing Officer is satisfied, after giving that spouse an opportunity of being heard, that it is
necessary to do so.

Meaning of substantial interest:
An individual shall be deemed to have a substantial interest in the concern:

For company - at least 20% equity shares of such company at any time during the PY are
heldby individual along with his relatives.

For any other case-at least 20% of the profits of such concern at any time during the PY isheld
by individual along with his relatives.

“Relative” means the spouse, brother or sister or any lineal ascendant or descendant of the
individual.

INCOME ARISING TO THE SPOUSE FROM AN ASSET TRANSFERREDWITHOUT]
ADEQUATE CONSIDERATION [SECTION 64(1)(iv)]

If an individual transfers directly or indirectly any asset other than house property to his/her
spouse, the incomefrom such an asset shall be included in the total income of the transferor.
The income from the transferred assets shall not be clubbed in the following cases:

i. if the transfer is for adequate consideration;
ii. thetransfer is under an agreement to live apart;
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Note:
1. If an individual transfers a house property to his spouse, without adequate consideration
or otherwise than in connection with an agreement to live apart, the transferor shall be
deemed to be the owner of the house property and its annual value will be taxed in his hands.
[Section 27]

2. It is also to be noted that natural love and affection do not constitute adequate
consideration.

INCOME ARISING TO SON’S WIFE FROM THE ASSETS TRANSFERRED WITHOUT

ADEQUATE CONSIDERATION BY THE FATHER-IN-LAW OR MOTHER-IN-LA
SECTION 64(1)(vi

Where an asset is transferred, directly or indirectly, by an individual to his or her son’s wife
without adequateconsideration, the income from such asset is to be included in the total income
of the transferor.

For the purpose of Clause (iv) & (vi) [Asset transferred to Spouse or Son’s wife] above,

following points must be noted:

1. The relationship must exist on the date of transfer as well as at the time of accrual of
income during theP.Y.

2. Clubbing is not applicable on any income which arises on accretion of the transferred asset.

3. Where the transferred assets is invested by the transferee in any business by way of

capital contribution then, the following proportionate income shall be clubbed with the
income of the individual:

Investment made by transferee out of _ '
transferred assetAs on the firstday X Total income from such business
of Previous Year

Total Investment in the business as on the
first day of Previous Year

TRANSFER OF ASSETS FORTHE BENEFIT OF THE SPOUSE[SECTION 64(1)(vii

Where any asset is transferred by an individual, without adequate consideration, to any person
for the benefit of Spouse, then any income arising from such transferred asset, is liable to be
taxed in the hands of the transferor, to the extent such income is used for the immediate /
deferred benefit of such spouse.

TRANSFER OF ASSETS FOR THE BENEFIT OF SON’S WIFE[SECTION 64(1)(viii

Where any asset is transferred by an individual, without adequate consideration, to any person
for the benefit of Sen’s wife, then any income arising from such transferred asset, is liable to
be taxed in the hands of the transferor, to the extent such income is used for the immediate /
deferred benefit of the Son’s wife

CLUBBING OF MINOR’S INCOME [SECTION 64(1A)]

The income of the minor child [including minor married daughter] is liable to be taxed in the
hands of that parent, whose total income, excluding income of minor child, is Greater.
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Exception: No clubbing shall apply in case of following incomes:
1. Where a minor child is suffering from disability of the nature specified in Sec. 80U.

2. Where such income as arises / accrues to the minor child on account of any manual work
done by him or activity involving application of his skill, talent or specialized knowledge
and experience.

Notes:

+ Section 10(32) provides that where the income of an individual includes the income of his
minor child due tothe operation of Section 64(1A), the individual shall be entitled to
exemption of such income subject to a maximum of ~ 1,500 per child. [Not applicable in
case of Section 27 — Deemed Owner]

+ Once clubbing of minor’s income is done with that of one parent, it will continue to be
clubbed with thatparent only, in subsequent years. The Assessing Officer, may, however,
club the minor’s income with that of the other parent, if, after giving the other parent an
opportunity to be heard, he is satisfied that it is necessaryto do so.

« Where the marriage of his parents does not subsist, income of the minor shall be clubbed
in the income of that parent who maintains the minor child in the relevant previous year.

+« If the income by way of manual work or activity involving application or skill, etc. which
was not clubbed, ininvested, and income is earned thereon, such investment income shall
be clubbed.

¢+ Ifthe minor child becomes major during the P.Y., then the incomes till the date he remained
minor in that P.Y. shall be clubbed with the parent.

+« Minor Child includes step or adopted child.

Cross Transfers

In the case of cross transfers also (e.g., A making gift of * 50,000 to the wife of his brother B for
the purchase of ahouse by her and a simultaneous gift by B to A’s minor son of shares in a
foreign company worth "50,000 owned by him), the income from the assets transferred would
be assessed in the hands of the deemed transferor if the transfers are so intimately connected as
to form part of a single transaction, and each transfer constitutes consideration for the other by
being mutual or otherwise. Thus, in the instant case, the transfers have been made by A and B
to persons who are not their spouse or minor child so as to circumvent the provisions of this
section, showing that such transfers constituted consideration for each other.

CONVERSION OF SELF-ACQUIRED PROPERTY INTO THE PROPERTY OFA HUF
SECTION 64(2

Where an individual, who is a member of the Hindu Undivided Family transfers his
individual property to the family, otherwise than for adequate consideration, then the income
from such property shall continue to be included in the total income of the individual.

Implication in the case of subsequent partition:

Where the converted property has been the subject matter of partition (whether partial or total)
amongst the members of the family, the income derived from such, converted property as is
received by the spouse, on partition, shall be deemed to arise to the spouse from assets
transferred indirectly by the individual to the spouse and the income from the portion, received

by the spouse, shall be clubbed in the handsof the transferor.

INCOME INCLUDES LOSS [CLUBBING OF NEGATIVE INCOME]

‘Income’ would include ‘loss’. Accordingly, where the specified income to be included in the
total income of theindividual is a loss, such loss will be taken into account while computing the
total income of the individual.
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OF LOSSES

Inter-source and Inter-head set-off of losses [Sections 70 & 71]

Section Provision Exceptions
70 Inter-source set-off of losses under| (i) sLe(:is)f?gm;gggier\z?g?ofﬁ:i‘lrgﬁsa%%rtlhg?
the same head of income speculation business.
/Any loss in respect of one source shall | .. Loss from specified business under
be set-off against income from any O section 35AD can be set-off only against
other source under the same head of profits from any other specified business.
income. For example, :
-loss from textilz business can be ((iii) Longfftern: captal IOSLS (LTeD) can_bei
set-off against profit from printing set-of only against Long term capita
business. gains (LTCG).
_loss from one HP can be set-off | (V) | Loss from the activity of owning and
against income from another HP. maintain_ing race horses can be_sgt-off
|STCL can be set-off against both only_agalnst income from the activity of
STCG and LTCG. owning and maintaining race horses.
. . |Loss under the head “PGBP” cannot be set
i It Ehiedthaa | QNI @ off against income under thehead “Salaries”
Loss under one head of income | .. Loss under the head “CG” cannot be set-
can be set-off against income (i) off against income under any other head.
assessable under any other head (i) Speculation loss, losses from specified
of income. business u/s 35AD_and loss from the
For example, business loss can be activity of owning and maintaining race
set-off against income from house horses cannot be set-off against income
property. under any other head. _
(iv) Loss from HP can be set-off against
income _under_any other head only to
the extent of 2 lakhs. The remaining
loss can be carried forward for set-off
against _income from HP of the
succeeding year(s).

Losses which cannot be set-off or carried forward

Loss from gambling, betting, card games etc.
Loss from an exempt source [for example, share of loss of partnership firm cannot be set-
off against any other business income]

Maximum period of c/f of losses & Manner of set-off of brought forward losses

Section [Nature of loss to be Income against which |Maximum period [from the
carried forward the brought forward |[endofthe relevant AY]
loss can be set-off for carry forward of losses
32(2) | Unabsorbed depreciation [Income under any head | Indefinite period
other than salaries
71B  Unabsorbed loss from HP | Income from HP 8 assessment years
72 Unabsorbed  business Profits and gains from 8 assessment years
loss business or profession
73 Loss from speculation Income from any 4 assessment years
( ]
{ 8 )
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business

speculation business

73A

Loss from specified
business under section
35AD

Profit from any
specified business,
irrespective of whether
such business is eligible
for deduction u/s 35AD.

Indefinite period

74

Long-term capital loss

Long-term capital gains

8 assessment years

Short-term capital loss

STCGILTCG

8 assessment years

T4A

Loss from the activity of
owning and maintaining

race horses

Income from the activity of
owning and maintaining
race horses.

4 assessment years

Order of set-off of losses

=

Current year depreciation / Current year capital expenditure on scientific research and current
year expenditure on family planning, to the extent allowed.

Brought forward loss from business/profession [Section 72(1)]

Unabsorbed depreciation [Section 32(2)]

Unabsorbed capital expenditure on scientific research [Section 35(4)].

SIESIAIIN

Unabsorbed expenditure on family planning [Section 36(1)(ix)]

Note As per section 80, filing of loss return under section 139(3) within the due date specified
under section 139(1) is mandatory for carry forward of the above losses except loss from house
property and unabsorbed depreciation.
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ADVANCE TAX

1. Tax shall be payable in advance during any FY in respect of Total Income of the assessee
which would bechargeable to tax for the AY immediately following that financial year.

2. Under section 208, obligation to pay advance tax arises in every case where the advance
tax payable is_10,000 or more.

3. However, A Resident Senior Citizen, not having any income chargeable u/h “PGBP”’ shall
not be liable topay advance tax.

Section 211: Advance tax is

For Assessee who declares profits or gains in accordance with the Sec 44AD or Sec 44ADA

Advance tax is payable to the extent of the whole amount of such advance tax during each
financialyear on or before the 15" March

For other Assessee:
Due date of installment Installment Amount

On or before 15" June| 15% of the advance tax liability

On or before 15" Sept | 45% of the Advance tax liability as reduced by the amount, of any,
paid inearlier installment.
On or before 15" Dec | 75% of the advance tax liability as reduced by the amount, if any,
paid inearlier installments.
On or before 15™ Mar | 100% of the advance tax liability as reduced by the amount, if any,
paid inearlier installments.

SECTION 234A - INTEREST FOR DEFAULT IN FURNISHING OF ROI

Applicability: 1. The ROI is not filed within the due date u/s 139(1) or within the

time allowed bythe notice u/s 142(1), or
2. The ROl is not furnished

Rate of Interest | 1% for every month or part of the month

Period of 1. When the ROI is filed: From the due date of filling the return,

Interest till the date offurnishing the ROI.

2. Where ROl is not filled: From the due date of filling Return of
Income, upto thedate of completion of assessment.

Amount on Tax Payable XXX
whichinterest | Less: TDS/TCS/Advance Tax Paid/Relief u/s 89 XXX
is payable Tax Amount on which interest is payable: XXX

Interest for non-payment or short-payment of advance tax [Section 234B]

1. Interest under section 234B is attracted for non-payment of advance tax or payment of
advance tax of anamount less than 90% of assessed tax. But not applicable if assessee
paid more than 90% of advance tax payable.

2. The interest liability would be 1% per month or part of the month starting from 1st
April following thefinancial year and ending on the date of payment of Income Tax.

3. Such interest is calculated on the amount of difference between the assessed tax and the
advance taxpaid.
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4, Assessed tax is the tax calculated on total income less TDS/TCS/Relief u/s 89

Interest payable for deferment of advance tax [Section 234C

1. Interest under section 234C is attracted for deferment of advance tax beyond the due dates.
2. The interest liability would be 1% per month, for a period of 3 months, for every deferment.

3. However, for the installment due on 15th March, the interest liability under this section
would be 1% for one month.

4. In case of Assessee covered in Section 44AD/Section 44ADA, Interest@1% on amount
of shortfall [Installment due on 15" March i.e. 100% less Advance Tax Paid]

5. The interest is to be calculated on the difference between the amount arrived at by applying
the specified percentage of Tax due on Returned Income [Tax less TDS/TCS/Relief u/s
89] and the actual amount paidby the due date

6.

Specified date |Specified % Shortfall in advance tax Period

@) @ ®) 4)

15" June 15% 15% of tax due on returned income (-) | 3 months
advance tax paid up to 15" June

15th September | 45% 45% of tax due on returned income (-) | 3 months
advance tax paid up to 15th September

15th December | 75% 75% of tax due on returned income (-) | 3 months
advance tax paid up to 15th December

15th March 100% 100% of tax due on returned income (-) | 1 month
advance tax paid up to 15th March

7. If advance tax paid in case of 1t & 2" installment is 12% or more and 36% or more
respectively, then nointerest shall be payable by any assessee.
8. The amount of tax in respect of which interest is to be calculated is to be rounded off to
the nearestmultiple of rupees hundred and any fraction of hundred is to be ignored.
9. Non-applicability of interest under section 234C in certain cases: Interest under section
234C shall not be leviable in respect of any shortfall in payment of tax due on returned
income, where such shortfall is on account of under-estimate or failure to estimate —
(i) the amount of capital gains;
(ii) income of nature referred to in section 2(24)(ix) i.e., winnings from lotteries, crossword
puzzles etc.;
(iii)income under the head “PGBP” in cases where the income accrues or arises under the
said head for the first time.

(iv) the amount of dividend income u/s 2(22)(a)/(b)/(c)/(d)

10. However, the assessee should have paid the whole of the amount of tax payable in respect of
such income referred to in (i), (ii), (iii) and (iv), as the case may be, had such income been a part
of the total income, as part of the remaining instalments of advance tax which are due or where
no such instalments are due, by 31st March of the financial year.

Return filed late, but tax paid before due date: No Interest u/s 234.

——
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TAXDEDUCTED AT SOURCE
I. TAX DEDUCTION AT SOURCE
Secti | Nature of | Threshold Limit for Payer Payee Rate of TDS Time of
on payment | geduction of tax atsource deduction
192 Salary Basic exemption limit Any Individual | Average rateof At the
(2,50,000/3,00,000, as the pers | (Employe income-tax time of
case may be). This is taken onresponsible e) computed on the payment*
care of in computation of the _ for basisof the ratesin
average rate of income-tax. paying force.
any
income
chargeable
underthe head
“Salaries
192A |Premature | Payment or aggregate Trustees of the Individual | 10% [In caseof At the
withdrawal | payment > 50,000 EPF Scheme or (Employe | failure to furnish time of
from any authorised e) PAN, TDS@ payment
Employee person under Maximum
Provident the Scheme MarginalRate]
Fund
193 Interest ~ [>10,000 in a F.Y., incase of | Any person Any 10% At the timeof
on interest on 8% Savings responsible for resident credit of such
Securities |(T@xable) Bonds, 2003/ 7.75% | naying any income to the
Savings (Taxable) Bonds, income by way o of
iglgoo in a F.Y., in case of ofintfar_est on e pay(?e or
interest on debentures issued | SECUrities atthe time
by a Co.in which the public of payment,
are substantially interested, whichever is
paid or credited to a earlier.
resident individual or HUF
by an Alc payee cheque.
>No threshold specified in
any other case.
194 Dividend | >5,000 in a F.Y., in case of | The Resident | 10% Before making
(includin | dividend paidor credited to Princi sharehol any payment by
g an individual shareholder by pal der any mode in
dividends | &Y mode other than cash - - respect  of any
Ividen >No threshold inother cases | OTcer O dividend or
a before  making
on domestic any distribution
preferenc company or payment of
e shares) dividend.

* Except in case of TDS on perquisite of ESOP provided by eligible start-up
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Sect | Nature of Threshold Limit for Payer Payee Rate of | Time of
ion | payment | geduction of tax atsource TDS | deduction
194A | Interest >40,000 in a F.Y., incaseof |Any person(other than an | Any 10% | Atthe
other than | interest credited or paid by — Isg?elzlgruoils (;Lclgiﬁjotlzsvg?(t)jfngo\}z: Resident time of
interest on i i : S . credit or
| s comueny, | rom busnes ortesion o
engaged in banking business: not _exceed ) 1 crorein case of time of
) ' | business or " 50lakhs in case of
(iii) & post office on anydeposit | yrofession during the payment,
under a notifiedScheme. immediately preceding F.Y.) whichev
In all the above cases, ifpayee |responsible forpaying interest eris
is a resident senior citizen, tax | other than earlier.
deduction limit is > 50,000. Interest on securities.
> 5,000 inaF.Y, in othercases.
194B | Winnings > 10,000 The personresponsible for Any 30% At the
fromany paying income by way of Person time of
lottery, such winnings paymen
crossword t
puzzle or
card game or
othergame
194B | Winnings > 10,000 Book Maker or a person holding| Any 30% At the
B fromhorse licence for horse racing or for | Person time of
race arranging for wagering paymen
or betting in any race course. t
194C | Payments to | Single sum credited or paid > |CG/SG,, Local authority Any 1% At the
Contractors | * 30,000 (or) The aggregate of CentraI/Staf[e/ Provincia_ll Corpn., _ Re | Of sum | time of
sums credited or paid to a |company, firm,trustregistered | sident paid or | credit
contractor during the F.Y. > * |society, co- operative society, | contractor | credite
1,00,000 Individual/HUF need |university established under for d, ifthe or a_t
not deduct tax wheresum is |Central/ State/ Provincial Act | carrying payee thetime
credited or paidexclusively or |declared university under the out any is an | Of
personal purposes UGC Act Govt. of Foreign work Individ | paymen
State or a foreign enterprise, ual or |t
individual/HUF whose total HUF whiche
sales, gross receipts or 2% of | veris
turnover from business or sum )
profession exceed 1 crore in paid or earlier
case of business or 50 lakhs in credite
case of profession during the d, ifthe
preceding F.Y. payee
is any
other
person.
194D | Insurance >15,000 in a Any person Any 5% At the
Commission | financial year responsible for paying any | Resident time of
income by  way of credit or
remuneration or reward for
soliciting or  procuring payment,
insurance business whicheve
ris
earlier.
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Secti | Nature of | Threshold Limit for Payer Payee Rate of | Time of
on | payment deduction of tax atsource TDS  |deduction
194D | Any under a | >1,00,000 (aggregate amount | Any person responsible for | Any 5% of the| At the
A sum Life of payment to a payee in a | Paying any sumunder a LIP, | resident | anq nt | time of
IIz)nosll;(rglnce financial year) :,C;:)I/lgihgg ntlrjse sumallocated by of incqme payment
comprise
194E | Payment to Any person Nonresident | 20.89 |Atthe
non-resident responsible for sportsman or (includin time of
sportsmen making  thepayment entertainer health Credit or
orsports whois nota |9 "€a at the time
associations citizen of and of
of income India or non- | Educatio |oayment,
iy s
cess@4%| ; ;
115BBA association or ) © Is earlier.
institution
194EE | Payment of | > 2500 in a financialyear Any person Individual or | 1005  Atthe
deposit responsible for Paying  [HUF time of
under payment
National
Saving
Scheme
194G | Commission | > 15000 in a financial year Any personresponsible for ANy person | 5o At the time
on sale of paying any income by  stocking, of creditor
lottery way of commission, distributing, at the time
tickets remunerationor prize (by purchasing or of
whatevername called) on selling lottery payment,
lottery tickets tickets whichever
is earlier.
194H | Commission | > 15000 ina Any person (otherthan an Any resident | 5o, At the
or : : Individual or HUF whose total time
brokerage fhanclalsiy sales, gross receipts or business of credit
or profession do not exceed or at the
1crore in case of business or 50 of
lakhs in case of profession payment
during the immediately whichev
preceding F.Y.) responsible for ers
Paying commission or earlier.
brokerage.
194-1 | Rent > 2,40,000 in a Any person (other than anAny resident ForP & | At the
financial year individual or HUF whose total M or time of
sales, gross receipts orturnover equipment| credit or
from businessor profession - 2%. For | at  the
carried on by himdo not exceed land or | time of
1crore in case ofbusiness or = 50 building, | Paymen
lakhs in case of profession furniture | twhich
during the  immediately orfittings | €Ver 1S
preceding F.Y.) responsible for| -10% earlier.
paying rent.
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Secti | Nature of | Threshold Limit for Payer Payee Rate of | Time of
on | payment deduction of tax atsource TDS | deduction
194-1A lpayment on | > 50lakh (Consideration for ~ |Any person, Being a transferee |[Resident 1% At the
transfer of transfer) (other than a person referred to  fransferor time  of
- g . . credit or]
certainimmova insection 194L A responsible for at the
ble property Paying compensation for time of
otherthan Compulsory acquisition of payment,
agricultural Immovable property other than whichever
land rural agricultural land) is earlier.
194-1B lpayment of | >50,000 for a monthor part of [Individual/ HUF(other than JAny Resident| 5% Atthetime
rent by a month Individual/HUF whose total ?;n‘t:red';gl;
certain sales,gross receipts or turnover the ’ last
individuals from business  or Profession month of
or HUF carried on by him exceeds 1 the PY or
crore in case of business or 50 the  last
lakhs in case of profession month  of
during the immediately :)inagtcyihe
preceding F.Y.) responsible for time  of
paying rent. payment,
whichever
is earlier
194-1C | payment No thresholdspecified. Any person Responsible for ~ Any Resident| 10% At the
under paying any sum by way of time of
specified consideration, not being Credit_ or
agreement consideration inkind, under a at thetime
referred to in Registered agreement, wherein of
) payment,
section L or B or both are handed whichever
45(5A) over by the owner for isearlier.
development of real estate
project, for aconsideration,
being a sharein L or B or
bothin such project,with
payment ofpart consideration
in cash.

194) | Fees for > 30,000 in a financial year, for |Any person, other than an |Any Resident29 Payee| At the
professional each category of income. individualor HUF; Hovx_/ever, in engagedin| time of
or te_chnical (Howeyer, this limit does not fggﬁr?ifcaflees Sf;(?:/[i:)égsfes;;(i)gal g: gi/lcl) c?nltnre credit of
services/ apply in case ofpayment made credited, individual/HUF, T such
Royalty/ todirector  of a whose total sales,gross receipts fees for | SUM10
Non compete | company). or turnover from Business or technical | the
fees/ profession exceeds 1 crorein services or| account
Director’s case  ofbusiness or 50lakhs royalty, | ofthe

: in case of profession durin for sale,
remuneration the immediatSIypreceding F.Y.g,] distributio g?{;: or
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isliable to deducttax u/s 194J, nor time of
except  where  fees for exhibition payment
professional services iscredited ofcinemat Whiche
or paid exclusively for his o-graphic |’ .
personal purposes. films10% | V&' 1S
_ Other earlier.
payments
194K | Incomeon | > 5,000 in Any person responsible Any resident [10% At the time
units other | financial year for ny'?q "’}?V :cncomet '”I of credit
than in the respecl o1 _units ol a mulla or_atthe
ﬁ fund/Administrator of _the i P
nature of specified undertaking/ specified tme oL
capital company payment,
gains whichever|
is earlier.
194LA \Compensation| > 2,50,000 in Any personresponsible for  JAny Resident| 10% At
on acquisition| financial year paying e]lny S WS thetime
A nature ofcompensation or of
h enhanced compensation on
e compulsory acquisition of payment
thanagricultur immovable Property
I land
194M  |_payments to | > 50,00,000 in a Individual or HUF other than |Any Resident| 5% At the
Contractors financial year thosewho are required to time of
- Commission dedl_Jct tax at source under credit or at
or brokerage section 194C or194H or 194 thetime of
- Fees for payment,
professional whichever
services isearlier.
194N Cz_alsh >1 crore - a banking company or {Any person |@2% of| At the
withdrawals any bank or  banking such sum|ime of
institution _ It payee| v ment
a  co-operative  society not filed £ such
. ; ol for|Ofsuc
engaged in carrying on the R sum
business of banking or ?‘” the_ 3
- a post officewho s immediat
responsible for paying any (_erPreced
. ing P.Y.s,
sum, being the amountor the such
aggregate of amount_s, asthe sumshall
case  may be, in _ cash be theamt
exce_edlng 1 crore duringthe or agg.of
previous year,to any person amts, in
from one or more accounts cash >20
maintained bythe recipient lakhdurin
gthe P.Y.
TDS @2
% of the
sum,wher
e cash

——
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withdraw
al > 20
lakhs but
<1 crore
- @5% of
sum,wherg|
cash
withdrawa
| exceeds
1crore
194-O [Sale >' 5 lakhs, being gross E-commerce operator, who ~[E-COMMErce 1196 of  |Atthe
consideration | amount of sales or service or | facilitates sale of goods or ~ [articipant |gross time of
or _ both in a financial year to an | Provision of services of an amountof | ~redit or
consideration | e- commerce participant, e-commerce participant saleor | e |
for services | peing individual or HUF through digital or_electronic service or | ——
facilitated and__such e- commerce facility or platform both. time of
through participant has furnished [Iffailure |Payment,
digital or PAN or Aadhar number to to furnish |whichever
electronic | the e-commerce operator PAN, |jsearlier.
facility _or | 5 ng threshold in other cases Maximum
lplatform TDS@5%
194P  |Pension Basic exemption limit Notified specified bank_to  |Specified  |Rates in
(_g__alon with (3,00,000/ 5,00,000, as the mean a banking company senior citizen [force
interest on. case may be) which_is a scheduled bank [i.e., An
bank account) | 1, Specified Bank has to and has been appointed as  findividual,
compute the total income agents of RBI beinga
after giving effect to the resident in.
deduction allowable under India, who
Chapter VI-A should exceed - is_of the
the basic exemption limit. age of 75
Further, in case the ears or
individual is entitled to rebate more at any
under section 87A from tax time during
payable, then the same the PY;
should be given effect to. - is_having
The declaration given in the pension
prescribed form and income and
evidence submitted for no other
claiming deduction under income
Chapter VI-A by the exceptintere
specified senior citizen has st __income
to_be properly maintained received
by the Specified Bank and fromany a/c
made_available to the maintained
Principal Chief by such
Commissioner of Income-tax individual
or Chief Commissioner of in the same
Income-tax, as and when specified
required. bank in
which he is
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receiving
his_pension
income; and
- has
furnished a
declaration to

the specified
bank.

194Q

Purchase of

goods

> " 50 lakhs in a previous

year

Buyer, who is responsible for  |Any resident | 0.1% Atthe
paying any sum to any resident of sum |time of
for purchase of goods. Buyer exceed |credit or
means a person yvhose total ing at the time
sales, gross receipts or turnover ‘50 lakhs| . .
from business exceeds 10 O—fw
crores during the FY whicheve
immediately preceding the FY ris

in which the purchase of goods earlier.

is carried out.

——
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Guidelines under section 1940

1. Applicability on transactions carried through various Exchanges:

Section 194Q shall not be applicable in relation to,-

(i) transactions in securities and commodities which are traded through recognized stock
exchanges.

(if) transactions in electricity, renewable energy certificates and energy saving certificates
traded through registered power exchanges.

2. Calculation of threshold limit of 50 lakhs for Section 1940:

The threshold of "50 lakhs is with respect to the previous year, calculation of sum for

triggering TDS u/s 194Q shall be computed from 1St April, 2021. The provisions of this
section shall not apply on any sum credited or paid before 1st July 2021. If either of the
two events had happened before 1st July 2021.

3. Adjustment for GST & various state levies & taxes and Purchase returns:

Condition Amount on which tax is to be deducted
u/s 194Q
(i) Where tax is deducted at the time of [Tax has to be deducted on the amount
credit; and The component of GST, credited (without including such
\VAT/Sales tax/Excise duty/CST is G ST/VAT/ Sales tax/ Excise duty/CST)

indicated separately in the invoice
(ii) Where tax is deducted on payment basis [Tax has to be deducted on the whole amount
(if payment is earlier than the credit) (since it is not possible to identify)

(iii) |In case of purchase returns, where the [Tax deducted earlier u/s 194Q on such
money is refunded by the seller purchase (which is now returned) may be
adjusted against the next purchase from the
same seller

(iv) |In case of purchase returns, where goods [No adjustment is required.
are replaced by the seller

4. Whether non-resident can be buyer under section 1940?

Section 194Q shall not apply to a non-resident whose purchase of goods from seller resident
in India is not effectively connected with the permanent establishment of such non-resident in
India.

5. Whether tax is to be deducted when the seller is a person whose income is
exempt?

e Section 194Q would not apply on purchase of goods from a person, being a seller, who
as a person is exempt from income tax under the Act

e Section 206C(1H) would not apply to sale of goods to a person, being a buyer, who as a
person is exempt from income-tax

e This would not apply if only part of the income of a seller or a buyer, as the case may
be) is exempt.
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6. Whether tax is to be deducted on advance payment?

Section 194Q would apply to advance payment made by the buyer, since the provisions
apply on payment or credit whichever is earlier, the provisions of section 194Q shall apply
to advance payment made by the buyer to the seller.

7.  Whether provisions of section 1940 shall apply to buyer in the year of incorporation?

Section 194Q would apply, if in the year of incorporation the total sales or gross receipts
or turnover exceeding 10 crores during the financial year in which the purchase of goods
is carried out.

8.  Whether provisions of section 1940 shall apply to buyer if the turnover from business
is ~ 10 crore or less?

Section 194Q would apply, if the sales or gross receipts or turnover from business carried on
by him must exceed 10 crore. His turnover or receipts from non-business activity is not to
be counted for this purpose.

9. Cross application of section 194-O, section 206C(1H) and section 1940
e |f Section 194-O apply, then Sec 194Q & 206C(1H) Not apply on the same transaction.

e |f Section 194Q apply, then Sec 206C(1H) Not apply on the same transaction.
e |f Section 194-O & 194Q not apply, then Sec 206C(1H) apply.

10. Applicability of section 1940 in cases where exemption has been provided under
section 206C(1A)

Section 206C(1A), tax is not required to be collected in the case of a resident buyer who
furnishes declaration to the effect that the goods are to be utilised for the purposes of
manufacturing, processing or producing articles or things or for the purposes of generation of
power and not for trading purposes.

Section 194Q will apply in such cases covered u/s 206C(1A) and So TCS provisions
are not attracted and the buyer is to be liable to deduct tax u/s 194Q.

11. Applicability of the provisions of section 1940 in case of department of Government

Issue Would TDS u/s 194Q be attracted?

(i) |Can Department of Government be a

“buyer” for the purposes of section 194Q? Yes

- If it is carrying on business/ commercial (subject to fulfillment of other

activity conditions)

- If it is not carrying on any business/ No, since it will not be considered as a

commercial activity buyer
(ii) | Can Department of Central/State Government  [No[Hence, no TDS u/s 194Q by the

be considered as “seller” for the purpose of buyer]

section 194Q7?

93

—
| —



INCOME TAX BOOK CA SATYA RANJAN SWAIN
Notes —

(1)  Section 206 AA requires furnishing of PAN by the deductee to the deductor, failing which the
deductor has to deduct tax at the higher of the following rates, namely, -

(i)  at the rate specified in the relevant provision of the Income-tax Act, 1961; or
(i)  at the rate or rates in force; or
(iif)  at the rate of 20% and in case of section 194-O and 194-Q, 5%

(2) Section 206AB requires tax to be deducted at source under the provisions of this Chapter
on any sum or income or amount paid, or payable or credited, by a person (deductee) to a
specified person, at higher of the following rates —

0] at twice the rate prescribed in the relevant provision of the Act;
(i) at twice the rate or rates in force i.e., the rate mentioned in the Finance Act; or
(iii))  at 5%

However, section 206AB is not applicable in case of tax deductible at source under sections
192, 192A, 194B, 194BB™ or 194N.

Meaning of “specified person” — A person who has not filed the returns of income for
both of the two assessment years relevant to the two previous years immediately
prior to the previous year in which tax is required to be deducted, for which the time
limit of filing return of income under section 139(1) has expired, and theaggregate of tax
deducted at source and tax collected at source in his case is ~ 50,000 or more in each
of these two previous years.

(3) Incase the provisions of section 206AA are also appliczﬁ)le to the specified person, in addition
to the provisions of this section, then, tax is required to be deducted at higher of the two rates
provided in section 206 AA and section 206AB.

(4)  The threshold limit given in column (3) of the table is with respect to each payee.

Non-applicability of TDS under section 194N

Liability to deduct tax at source under section 194N shall not be applicable to any payment

made to-
% the Government
¢ any banking company or co-operative society.
% any business correspondent of a banking company or co-operative society.
< any white label ATM operator of a banking company or co-operative society engaged
in carrying on the business of banking.
+»+ such other person or class of persons notified by the Central Government .

AMOUNT PAYABLE TO GOVERNMENT/RBI ETC [SECTION 196

No Deduction of Tax shall be made by any person from any sums payable to:
% CG/SG
< RBI
+»+ Statutory Corporation which is exempt from Tax

» Mutual Fund [Section 10(23D)].

Consequences of failure to deduct or pay [Section 201]

Such person shall also be liable to pay simple interest:

(R

L)

*,

94

——
—



INCOME TAX BOOK CA SATYA RANJAN SWAIN
i. At gne percent [1%] for every month or part of a month on the amount of such tax was
deductible tothe date on which such tax is deducted; and

ii. At one and one-half percent [1.5%] for every month or part of a month on the amount of
such taxwas deducted to the date on which such tax is actually paid.

Provided that if payee has furnished his ROl as aforesaid, the interest shall be payable
from date on which tax was deductible to the date of furnishing ROI only.

TAX COLLECTION AT SOURCE

Every Seller at the time of debiting the buyer with the amount payable or receiving payments
from buyers engaged in business of alcoholic liquor, forest produce, scrap, timber, tendu leaves,
etc. shall collect tax atthe followings rates:

Sr. No. [ Nature of goods [TCS Rate
1 Alcoholic liquor for human consumption (other than Indian made foreign 1%
liquor)
2 Tendu Leaves 5%
3 Timber obtained under a forest lease 2.5%
4 Timber obtained by mode other than under a forest lease 2.5%
5 Any other forest produced not being timber or tendu leaves 2.5%
6 Scrap 1%
7 Minerals, being Coal or lignite or iron ore 1%

1. Such tax is not to be collected if the purchase of above goods is made by buyer forthe purpose
of manufacturing, processing or producing articles or things or for the purposes of generation

of power.

2. Every person, who grants a lease or a licenseor enters into a contract, etc for the purpose
mentioned below shall collect tax at the following rates:

SI. No. | Nature of contract or license or lease, etc. TCS Rate
() Parking Lot 2%
(ii) | Toll plaza 2%
(iii) | Mining and quarrying (excluding mineral oils, petroleum & natural gas) 2%

3. Every Person, being a Seller, who receives any amount as consideration for sale of a motor
vehicle (at retail level) of the value exceeding ten lakh rupees, shall, at the time of receipt of
such amount, collect fromthe buyer, a sum equal to 1% of the sale consideration (any mode) as
income-tax.

4. "Seller" means the Central Government, a State Government or any local authority or
corporation or authority established by or under a Central, State or Provincial Act, or any
company or firm or co-operative society and also includes an individual or a Hindu undivided
family whose accounts are audited u/s 44AB.
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5. Buyer for Point 1:

R/

«+ Buyer does not include a Public Sector Company, the CG, SG and an Embassy, a High
Commission, Legation, Commission, Consulate of a foreign state and a club

«+ Abuyer in the retail sale of such goods purchased by him for personal consumption.

6. Buyer for Point 3: Buyer doesn’t include

a. Public Sector company or A Local Authority.
b. CG, SG and an Embassy, High Commission, Legation, Commission, Consulate of a

foreign State.

Every person,

- being an authorized dealer, who receives amount under the Liberalised Remittance Scheme of the
RBI for overseas remittance from a buyer, being a person remitting such amount out of India,

- being seller of an overseas tour programme package who receives any amount from the buyer who
purchases the package has to collect tax at the rate of 5% of such amount at the time of debitingof
the amount payable by the buyer or at the time of receipt of such amount from the said buyer by
any mode, whichever is earlier.

S.No Amount and purpose of remittance Rate of TCS
(i) () Where the amount is remitted for a purpose other than purchase of [Nil (No tax to
overseas tour programme package; and be collectedat

(b) the amount or aggregate of the amounts being remitted by a buyer is ~ SOUrce)
less than 7 lakhs in a financial year

(ii) () Where the amount is remitted for a purpose other than purchase of 5% of the amt or
overseas tour programme package; and agg.of amts in
(b) the amount or aggregate of the amounts in excess of 7 lakhs is excess of 7 lakh
remitted by the buyer in a financial year
(iii) (a) where the amount being remitted out is a loan obtained from any [0.5% of theamt
financial institution, for the purpose of pursuing any education; and or agg.of amts in
(b) the amount or aggregate of the amounts in excess of ~ 7 lakhs is remitted |excess of 7 lakh
by the buyer in a financial year
Cases where no tax is to be collected
0] No TCS by the authorized dealer on an amount in respect ofwhich the sum has been
collected by the seller

(i) | No TCS, if the buyer is liable to deduct tax at source under any other provision of the Act
and has deducted such tax
(i) | No TCS, if the buyer is the CG, a SG, an embassy, a High Commission, a legation, a

commission, a consulate, the trade representation of a foreign State, a local authority.

(iv) No TCS, if the buyer TCS u/s 206C(1G) would not be applicable, if the buyer is not_a
resident in India and who is visiting India.
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Every person, being a seller, who receives any amount as consideration for sale of goods of the
value exceeding ~ 50 lakhs in a previous year, other than exported goods or goods covered in
()/(c)/(d)], is required to collect tax at source, at the time of receipt of such amount, @0.1% of the
sale consideration exceeding “50 lakhs.

However, tax is not required to be collected if the buyer is liable to deduct tax at source under any
other provision of the Act on the goods purchased by him from the seller and has deducted such

tax.
In case of non-furnishing of PAN by the collectee to the collector, tax is required to be collected
at the higher of —

(i)  twice the rate specified in the relevant provisions of the Act; or

(i) at 5% [1%, in case tax is required to be collected at source u/s 206C(1H)]. [Section

206CC]

The provisions of section 206CC does not apply to a non-resident who does not have a permanent
establishment in India.

Section 206CCA requires tax to be collected at source on any sum or amount received by a person
(collectee) from a specified person, at higher of the following rates —

(@) at twice the rate specified in the relevant provision of the Act;

(b) at5%

In case the provisions of section 206CC are also applicable to the specified person, in addition
to the provisions of section 206CCA, then, tax is required to be collected at higher of the two rates
provided in section 206CC and section 206 CCA.

Meaning of “specified person” — A person who has not filed the returns of income for both of
the two assessment years relevant to the two previous years immediately prior to the previous
year in which tax is required to be collected, for which the time limit of filing return of income under
section 139(1) has expired, and the aggregate of tax deducted at source and tax collected at source
in his case is 50,000 or more in each of these two previous years.

However, the specified person does not include a non-resident who does not have a permanent
establishment in India
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RETURN OF INCOME

1. Itis mandatory for COMPANIES AND FIRMS to file a return of income or loss for every
previous year on orbefore the due date.
2. Further, every person, being an Individual / HUF / AOP / BOI / AJP:

+ whose TOTAL INCOME during the previous year

« without giving effect to the provisions of Chapter VI-A or Section
54/54B/54D/54EC/54F/54G/54GA/54GB exceeded the basic exemption limit [ 250,000
/300,000 / " 500,000 as the case may be]

¢+ isrequired to file a return of income on or before the due date.

3. In case of person other than above, filing of return on or before the due date is mandatory,
if Total Incomeexceeds Basic Exemption Limits.

Compulsory filing of income tax return in relation to assets located outside India

Any Resident person (other than RNOR) whoduring the PY:
a. holds (beneficial Owner) any asset (including any financial interest in any entity) located
outsidelndia or has a signing authority in any account located outside India or

b. is a beneficiary of any asset (including financial interest in any entity) located outside

India Shall furnish, on or before the due date, a return in respect of his Income or loss for the
PY in prescribed manner. However, an individual being a beneficiary of any asset
(including any financial interest in any entity) locatedoutside India would not be required
to file return of income under this clause, where, income, if any, arising fromsuch asset is
includible in the income of the person referred to in (a) above.

Any person is required to file income-tax return on or before the due date if, during the
previous year, such person —
+ has deposited an amount or aggregate of the amounts exceeding 1 crore in one or
more current accounts maintained with a banking company or a co-operative bank; or
« has incurred expenditure of an amount or aggregate of the amounts exceeding 2 lakh
for himself or any other person for travel to a foreign country; or
« has incurred expenditure of an amount or aggregate of the amounts exceeding 1 lakh
towards consumption of electricity;

Requirement of filing return of income u/s 139(1) by certain persons
Case Prescribed transaction(s) Prescribed
Monetary threshold

(i) |A person carrying on [His total sales, turnover or gross receipts, | > 60 lakhs during

business as the case may be, in the business the relevant P.Y.
(i) | A person carrying His total gross receipts in profession >10 lakhs during the
on profession relevant P.Y.
(ii1)|(a) A resident individual [The aggregate of TDS and TCS in his > 50,000 during the
aged > 60 years at any [case relevant P.Y.

time during the P.Y.
(b) Any other person he aggregate of TDS and TCS in his case | > 25,000 during the
relevant P.Y.

(iv) }A person having savings [The deposit in one or more savings bank | > 50 lakhs during
bank account account of the person, in aggregate the relevant P.Y.
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‘DUE DATE’

30" November of the AY, where the assessee is required to furnish a report u/s 92E —
Transfer Pricing Report for International & Specified Domestic Transactions

=

N

31 October of the AY, where the assessee is:
a. A company [Other than a company covered above]; or

b. A person whose accounts are required to be audited; or
c. A working partner of a firm whose accounts are required to be audited.

w

31* July of the AY, in the case of any other assessee.

Note: If on the last date on which Income tax Return ought to be filed is a holiday then it can
be filed on the nextworking day and it will be assumed as if return was filed on the due date.

Fee for Default in furnishing Return of Income [SECTION 234F]

Where a person, who is required to furnish a return of income under section 139, fails to
do so, he shall pay, by way of fee, a sum of-

a. 5,000 if the return is furnished on or before the 31* December of AY;

b. 10,000 in any other case

However, if the total income of the person does not exceed ~ 500,000, the fees payable shall
not exceed 1,000

BELATED RETURN [SECTION 139(4

Any person who has not furnished a return within the time allowed to him under section 139(1)
may furnish thereturn for any previous year at any time —
a. 3 Months before the end of the relevant assessment year; or

b. before the completion of the assessment, whichever is earlier.

REVISED RETURN [SECTION 139(5

If any person having furnished a return under section 139(1) or _139(4), discovers any
omission or any wrong statement therein, he may furnish a revised return at any time 3
Months before the end of the relevant assessment year OR before completion of
assessment, whichever is earlier.

It may be noted that a belated return can be revised now.

Once arevised return is filed, the original filed return must be taken to have been withdrawn
& substituted by the revised return.

CAN A LOSS RETURN BE REVISED: Assessee files a loss return u/s. 139(3). Later it
revises the return u/s. 139(5) and claims enhanced amountof loss. According to section
139(3), once a return is filed, all the provisions of the Income-tax Act shall apply as if such
return has been filed u/s.139(1).

=

w N

s

DEFECTIVE RETURN [SECTION 139(9)]

1. Where the Assessing Officer considers that the return of income furnished by the assessee
is defective, he may intimate the defect to the assessee and give him an opportunity to
rectify the defect within a period of 15 days from the date of such intimation.
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2. The Assessing Officer has the discretion to extend the time period beyond 15 days, on an
application madeby the assessee.

3. If the defect is not rectified within the period of 15 days or such further extended period,
then the return wouldbe treated as an invalid return.

4. The consequential effect would be the same as if the assessee had failed to furnish the
return. However, the Assessing Officer can condone the delay and treat the return as a
valid return.

5. A return of income shall be regarded as defective unless the annexures, statements and
columns in the return of income relating to computation of income chargeable under each
head of income, computations of gross total income and total income have been duly filled
in.

PERMANENT ACCOUNT NUMBER (PAN) [SECTION 139A

1. Following persons, who have not been allotted a permanent account number (PAN),
are liable toapply to the AO within the prescribed time for the allotment of a PAN:

a. Every person whose total income or the total income of any other person in respect of
which he is assessable under this Act during any previous year exceeded the basic
exemption limit; or

b. Every person carrying on any business or profession whose total sales, turnover or
gross receipts exceeds or is likely to exceed " 5 lakh in any previous year; or

c. Every person, being a resident, other than an individual, which enters into a
financial transactionof an amount aggregating to ~ 2,50,000 or more in a financial
year.

d. Every person who is the managing director, director, partner, trustee, author,
founder, karta, chief executive officer, principal officer or office bearer of the
person mentioned in (c) above or any person competent to act on behalf of such
person.

PENALTY FOR FAILURE TO COMPLY WITH THE PROVISIONS OF SECTION
139A or for guoting orintimating wrond PAN or possessing more than one PAN (Section
272B): ~10.000. [No Penalty, if defaulter has reasonable cause of such failure.]

Monetary limits of specified transactions which require quoting of PAN:

S.No. | Nature of transaction Value of transaction
Sale or purchase of motor vehicle (other All such transactions

than twowheeled motor vehicle) which
requires registration

Opening an account [other than a time- | All such transactions
2. | deposit referred to at SI. No.12 and a Basic
Savings Bank Deposit Account] with a bank
etc

Making an application to any bank etc for All such transactions
3. | issue of a

credit or debit card.
Opening of a Demat account All such transactions

1.
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5 Payment to a hotel or restaurant against a | Payment in cash of an amount
" | bill orbills at any one time exceeding " 50,000.
Payment in connection with travel to any | Payment in cash of an amount
6. | foreign country or payment for purchase of | exceeding * 50,000.
any foreign currency at any one time
7 Payment to a Mutual Fund for purchase of its | Amount exceeding = 50,000.
" | units
8 Payment to a company or an institution for Amount exceeding = 50,000.
' | acquiringdebentures or bonds
Payment to the Reserve Bank of India for Amount exceeding ~ 50,000.
9. acquiring bonds
Cash with a banking companyor a Deposits in cash exceeding ~ 50,000
10. | Deposit cooperative bank during any one day.
Purchase of bank drafts or pay orders or Payment in cash of an amount
11. | banker’scheques exceeding = 50,000 during any one
day.
A Time Deposit with, - Amount exceeding 50,000 or
(i) abanking company or a co-operative bank | aggregating to more than ~ 5 lakh
12. | (ii) a Post Office; during a financial year
(iii)a Nidhi referred in Companies Act, 2013;
or
(iv)a NBFC
Payment in cash or by way of a bank
draft or pay order or banker’s cheque
13. | Payment for one or more pre-paid payment | of an amount aggregating to more
instruments than " 50,000 in a financial year.
Payment as life insurance premium Amount aggregating to more than °
14. 50,000 in a financial year.
A contract for sale or purchase of securities | Amount exceeding ~ 1 lakh per
15. | (otherthan shares) transaction
16 Sale or purchase, by any person, of shares | Amount exceeding * 1 lakh per
| of acompany not listed in a recognised stock | transaction.
exchange.
Sale or purchase of any immovable property | Amount exceeding " 10 lakh or valued
by stamp valuation authority referred
1r. to in section 50C of the Act atan
amount exceeding ~ 10 lakh
Sale or purchase, by any person, of goods Amount exceeding = 2 lakh per
18. | orservices of any nature other than above. transaction
Note

In case of minor who does not have any income chargeable to income-tax, PAN of his

father or mother orguardian is required.

Also, the provisions of this rule shall not apply to the Central Government, the State

Governments and theConsular Offices
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Inter-changeability of PAN with the Aadhaar number]

Every person who is required to furnish or intimate or quote his PAN may furnish or intimate
orquote his Aadhar Number in lieu of the PAN w.e.f. 1.9.2019 if he
+ has not been allotted a PAN but possesses the Aadhar number

+ has been allotted a PAN and has intimated his Aadhar number to prescribed authority
in accordance with the requirement contained in section 139AA(2).

PAN would be allotted in prescribed manner to a person who has not been allotted a PAN
butpossesses Aadhar number.

Section 139AA - Quoting of Aadhaar number,

1. Every person who is eligible to obtain Aadhaar number shall, on or after the 1st day of July,

2017,quote Aadhaar number—

i. in the application form for allotment of permanent account number;
ii. in the return of income:
2. Every person who has been allotted permanent account number as on the 1st day of July,

2017, and who is eligible to obtain Aadhaar number, shall intimate his Aadhaar humber to

such authorityin such form and manner as may be prescribed, on or before 31 st March, 2022:

Section 234H: Where a person, who is required to intimate his Aadhar Number under
section 139AA(2), fails to do so on or before the notified date i.e., 31t March, 2022, he
shall be liable to pay such fee, as may be prescribed, at the time of making intimation under
section 139AA(2) after 31 st March, 2022.
However, such fee shall not exceed 1,000.

Also the PAN allotted to the person would be made inoperative, from 1St April, 2023.

If such person fails to do so by the date 31S! March, 2022, then, at the time of subsequent

intimation of his Aadhaar number to the prescribed authority, such person would be liable to

pay, by way of fee, an amount equal to,—

(@) 500, in a case where such intimation is made within three months from the 315t March,
2022 i.e., by 30.06.2022; and

(b) 1,000, in all other cases.

As per Central Government Notification provisions of section 139AA relating to quoting of
Aadhar Number would not apply to an individual who does not possess the Aadhar number
or Enrolment ID and is:

a. residing in the States of Assam, Jammu & Kashmir and Meghalaya;
b. anon-resident as per Income-tax Act, 1961;

c. of the age of 80 years or more at any time during the previous year;
d. nota citizen of India
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TAX RETURN PREPARERS SCHEME [SECTION 139B

returns of income.

(i) any legal practitioner.
(ii) A chartered accountant.

Particulars Contents
Applicability | The scheme is applicable to all eligible persons.
of the scheme
Eligible Any person being an individual or a Hindu undivided family.
person
Tax Return Any individual who has been issued a "Tax Return Preparer Certificate"and
Preparer a "unique identification number" to carry on the profession of preparing the

However, the following person are not entitled to act as TRP:
(i) any officer of a scheduled bank.

Preparation
of and
Furnishing
the Return of
Incomeby
the TRP

Except:
e A Company.

An eligible person may, at his option, furnish his return of income u/s 139 for
any assessment year after getting it prepared through a TRP:

e Any other person whose books of accounts are audited u/s 44AB.

RETURN BY WHOM TO BE VERIFIED [Section 140]}

partnership

Where an application for corporate

Assessee | Case Verified by
In General Individual himself
Where the individual concerned is Individual himself or by the
Individual | absent fromIndia dulyauthorized person of
such individual
In General Karta
HUE Where the ‘Karta’ is absent from Any adult member of the family
India or ismentally incapacitated
Firm In General Managing Partner
If no managing partner Any adult partner
Limited In General Designated partner
liability If notdesignated partner Any partner

insolvency professional, interim

insolvency resolution process has

been admitted by the Adjudicating

Authority under the Insolvency and

Bankruptcy Code, 2016.

resolution professional, or a
liguidator appointed bysuch
Adjudicating Authority.
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Principal Officer

Local
authority
. Chief Executive Officer
Political
party
In General Managing Director (MD)
No MD Any director
Company | Non-Resident company A person holding a valid power of
attorney.

Copy of such power of attorney
mustbe attached with the return.
Company under liquidation Liquidator

Where an application for corporate [insolvency  professional, interim
insolvency resolution process has [resolution professional, or a liguidator
been admitted by the Adjudicating [appointed by such Adjudicating
Authority under the Insolvency and |Authority.

Bankruptcy Code, 2016.

SELF-ASSESSMENT [SECTION 140A

Where any tax is payable on the basis of any return required to be furnished under section 139,
after taking into account —

(i)  the amount of tax, already paid,

(i)  the tax deducted or collected at source

(iii) any relief of tax claimed under section 89

(iv) any tax credit claimed to be set-off in as per provisions of section 115JD; and

(v) any tax and interest payable as per the provisions of section 191(2)

the assessee shall be liable to pay such tax together with interest and fee payable under any
provision of this Act for any delay in furnishing the return or any default or delay in payment of
advance tax before furnishing the return.
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