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1 Basic Concept

Power to levy Tax:

Income-tax is the most significant direct tax. Entry 82 of the Union List i.e., List I

in the Seventh Schedule to Article 246 of the Constitution of India has given the
power fto the Parliament o make laws on taxes on income other than agricultural

income. Entry No. 46 of state list has gives power to State Govt. to levy tax on

Agriculture Income.

# Sources of Income Tax Law
1. Income Tax Act, 1961

IT Act is the main source of Income tax law. It's provide determination of Total

Income, Tax Liability & Procedure of assessment etc.

2. | Income Tax Rules, 1962
IT Act empowered Central Board of Direct Tax (CBDT) to make rules. All Forms,

procedure, principles of Valuation of perquisites are provided in the Rules.

3 Finance Act

a) Presenting the Bill: Every year, the Finance Minister presents a Finance Bill in

the parliament, which contents various amendments proposed to be made in the

direct and indirect taxes. Finance Bill 2022 presented by Nirmala Sitharaman on

1" Feb. 2022.

b) Approval & Assent of Bill: As soon as the Bill passed by both the houses of the

parliament and thereaffer receives the assent of President, in becomes the

Finance Act. Finance Bill 2022 became Finance Act 2022 on 30™ March 2022 after

receive assent of president.

' ¢) Amendments: The amendments proposed therein are then incorporated in the

Income Tax Act. The FA brings amendments to Direct Tax Laws & it provides Tax

rates also.

d) The First Schedule to the Finance Act contains four parts which specify the

rates of tax -

= | Part I of the First Schedule to the Finance Act specifies the rates of tax

applicable for the current Assessment Year.
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Part IT specifies the rates at which tax is deductible at source for the current

Financial Year.

Part IITI gives the rates for calculating income-tax for deducting tax from income
chargeable under the head "Salaries” and computation of advance tax.

Part IV gives the rules for computing net agricultural income.

Circulars/Notifications from CBDT

Circulars are issued by the CBDT to clarify the meaning & scope of certain
provisions contained inthe Act. Notifications are issued by Central Govt./CBDT to

give effect to the provision of The Act.

Circulars are binding to Assessing officer but not on Assessee and Courts.

However Assessee can take advantage of Circulars which are beneficial to them.

Supreme Court & High Court Decisions

Various issues which are arise out of the provisions of the Act are decided by

HC/SC.

Charge of Income Tax Sec: 4

-Income Tax is charged for every Assessment Year

 -It is charge on every person as define u/s 2(31).

-It is charge on the total income earned by the person during Previous Year.

-The tax is levied at the rates prescribed by Finance Act.

Assessment Year Sec: 2(9)

~ A.Y.means the period of twelve months commencing on the 1st day of April every year.

Income earned in Previous year is taxed in Assessment year. The AY. 2023-24 is a

period of 12 months commencing from the 1" April 2023 and ending on 31" March 2024.

Previous Year Sec: 3

P.Y.means the financial year immediately preceding the assessment year.

For AY. 23-24, the PY shall be period from 17 April 2022 to 31" March 2023 & the

total income earned inPY 22-23 is assessed inthe AY 23-24
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Provided that, in the case of a business or profession newly set up, or a source of

income newly coming into existence, in the said financial year, the previous year shall

 be the period beginning with the date of setting up of the business or profession or, as
the case may be, the date on which the source of income newly comes into existence

and ending with the said financial year.

Income of aprevious year is assessed in the assessment year following the previous year

Exceptions: Cases where income of a previous year is assessed in the previous year
itself

Shipping business of non-resident (Section 172)

Persons leaving Indiaand he has no present intention of returning to India (Section 174)

AOP/ BOI/ Artificial Juridical Person formed for a particular event or purpose (Section

174A)

Persons likely to transfer property to avoid tax (Section 175)

Discontinued business (Section 176)

Person Sec: 2(31)

Personincludes

-Individual

-Hindu Undivided Family (HUF)

-Company

-Firm (Includes LLP)

-Association of Person or Body of Individual (AOP/BOI)

-Local Authority

-Artificial juridical person

Assessee Sec: 2(7)

It means any personwho is liable to pay any tax or any other sum under IT Act,61

Itincludes-

-Every personinrespect of whom any proceeding under the Act has been taken for the

assessment of :-
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a. hisincome; or

b. the income of any other personinrespect of which he is assessable ; or

c. the loss sustained by him or such other person; or

d. the amount of refund due to him or to such other person.

- Every Personwho is deemed to be assessee under any provision of this Act. (Trustee of

Trust are representative assessee

- Every personwho is deemed to be an assessee-in-default under any provision.

General Tax Rates for A.Y. 2023-24 -

Individual, HUF, AQOP, BOI, Artificial Juridical Person Tax Rate
For Individual, HUF, AOP, BOI, AJP (Resident or Non-resident)
Total income upto ¥2,50,000 (Basic Exemption Limit) Nil
> %2,50,000 upto %5,00,000 5%
> X5,00,000 upto X10,00,000 20%
> X10,00,000 30%
For Senior Citizen ( Resident Individual age 60 years or more in P.Y.)
Total income upto £3,00,000 (Basic Exemption Limit) Nil
> X3,00,000 upto X5,00,000 5%
> %£5,00,000 upto X10,00,000 20%
> %10,00,000 30%
For Super Senior Citizen ( Resident Individual age 80 years or more in P.Y.)
Total income upto 5,00,000 (Basic Exemption Limit) Nil
> %5,00,000 upto X10,00,000 20%
> %10,00,000 30%

Circular No 28/2016 dt 27.07.2016

Any Resident Individual whose 60th/80th birthday falls on 1st April 2023 shall be

treated as having completed the age of 60/80 years on 31st March 2023 ie. PY

2022-23 (AY 2023-24) and hence would be eligible for the higher basic exemption

limit of £3,00,000 & X5,00,000.
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Surcharge for Assessee being Individual, HUF, AOP, BOI and AJP:

Condition

Surcharge - % of tax on

111A, 112A & 112)

(i) | Total Income upto 50 Lakhs Total Income Nil |
(ii) | Total Income >X50 Lakhs but upto X1Cr. | Total Income 10%
(iii)| Total Income > X1Cr. but upto X2Cr. Total Income 15%
(iv) | Dividend, Capital gain > X2Cr. Dividend, Capital gain |
| | ws111a, 1124 & 112 | u/s 111A, 112A & 112 15%
(v) | Remaining Total Income > X2Cr. but upte I5Cr. Dividend, Capital gain 15%
(Total Income excluding u/s 111A, 112A & 112
Dividend, Capital gain u/s
111A, 112A & 112 ) | Remaining Total Income  25%
(vi) | Remaining Total Income >XB Cr. Dividend Capital gain 15 %
| (Total Income excluding u/s 111A, 1124 & 112
Dividend, Capital gain u/s Remaining Total Income 37%

| In other words:

In any case, surcharge on Dividend and Capital gain u/s 111A, 112A & 112 shall not exceed

15%.

Assessee will never be hit with surcharge of 25% merely because such dividend &

but the remaining total income is less than X2 Crores.

capital gains push his total income into "exceeding X2 Crores but upto 5 Crores” brackets

Assessee will be hit with surcharge of 25% on his remaining total income only if the

remaining total income exceeds X2 Crores.

Likewise, Assessee will never be hit with surcharge of 37% merely because such

| the remainin_g_.‘roml income is less than X5 Crores.

dividend & capital gains push his total income into "exceeding X5 Crores" brackets bu

Assessee will be hit with sur'char'g_e of 37% on his remaining total income onl_y if Th_

remaining total income exceeds X5 Crores.

05
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Examples

" X in Lakhs"

Total Income | Specified Income Total Income Surcharge applicable on Tax
excluding (C6 u/s 111A/112A Calculated on
Specified Income . "/112 & Dividend) | Specified Income | Other Income
1 20 25 45 NIL NIL
2 45 50 95 10% 10%
3 45 70 115 15% 15%
4 45 300 345 15% 15%
- 5 45 600 645 15% 15%
6 60 30 90 10% 10%
7 60 70 130 15% 15%
8 60 300 360 15% 15%
9 60 700 760 15% 15%
10 150 45 195 15% 15%
11 150 250 400 15% 15%
12 150 500 650 15% 15%
13 300 100 400 15% 25%
14 300 250 550 15% 25%
15 600 100 700 5% | 37%
# | For Company
A. |Domestic Company
(1) Total Turnover or Gross Receipt of P.Y. 2020-21 Tax Rates
upto X 400 Crore 25%
(ii) Otherwise 30%
B. |Foreign Company 40%
Surcharge: Domestic Co. Foreign Co.
Total Income (NTI)
>%X 1 Crore but upto X 10 Crore 7% 2%
>% 10 Crore 12% 5%
# |For Partnership Firm / LLP / Local Authority

Tax Rate : 30%

CA Bhanwar Borana
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Surcharge: @ 12% of Tax if NTI > X 1 Crore

Note : In all the above cases, Health & Education Cess is applicable @ 4% of Tax

(includes surcharge)

# | For Co-operative societies Tax rate
Total Income upto 310,000 10%
Total Income > 10,000 but upto 20,000 20%
Total Income > 20,000 30%
Surcharge : @ 12% of tax if Total Income > X 1 Crore
-+ Example: 1
Mr. Hari is aresident,aged 42 years. His income details for PY 2022-23 are as follows:
(i) | Capital gainsu/s 112A -% 25,00,000
(i) | Capital gains u/s 111A - % 20,00,000
(iii) | Other income -%70,00,000
Calculate his tax liability for AY 2023-24
Solution:
Particular Tax Rate Income Tax
LTCG 112A (inexcess of 1,00,000) | 10% 25,00,000 | 2,40,000
_____ |sTcemta  |15% | 2000000| 300000 |
Balance NTT Normal TaxRate | 70,00,000 | 19,12 500
Total 1,15,00,000 | 24,552,500
Add: Surchargeon LTCG112A & STCG 111A @15% 81,000
Add: Surcharge on Balance Tax @15% 2,86,875
| 28,20,375
Add: Health & Education Cess @ 4% | 112815
Net Tax Payable 29,33,190
= |Example: 2
Mr. Jay is aresident, aged 32 years. His income details for PY 2022-23 are as follows:
(i) |Capital gains u/s 112A - 1,00,00,000
(ii)) |Capital gainsu/s111A -3 2,00,00,000
(iii) |Otherincome-%1,00,00,000

Calculate his tax liability for AY 2023-24
07
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Solution:

Particular Tax Rate Income Tax
LTCG 112A (inexcess of 1,00,000) | 10% 1,00,00,000 9,90,000
STCG111A 15% 2,00,00,000| 30,00,000
Balance NTI Normal Tax Rate | 1,00,00,000 28,12 500
Total 4,00,00,000| 68,02,500
Add: SurchargeonLTCG112A & STCG 111A @15% 5,98,500
Add: Surcharge on Balance Tax @15% 421875
78,22,875
Add: Health & Education Cess @ 4% 312915
Net Tax Payable 81,35,790
= | Example: 3
Mr.BBisaresident,aged 31years. His income details for PY 2022-23 are as follows:
(i) | Capital gainsu/s112A -3 2,00,000
(ii) | Capital gainsu/s111A-34,00,000
(iii) | Dividend ¥13,00,000
(iv) | Otherincome-Z 3,34,00,000
Calculate his tax liability for AY 2023-24
| Selution:
Particular Tax Rate Income Tax
LTCG 112A (in excess of 1,00,000) | 10% 2,00,000 10,000 |
STCG111A 15% 4,00,000 60,000
Balance NTI Normal Tax Rate | 3,47,00,000| 1,02,22500
'  Total 3,53,00,000| 10292500 |
Add: Surcharge onLTCG 112A & STCG 1114 @15% 10,500
Add: Surcharge on tax on dividend income @15% 57,446 |
(Note=1Tax on Dividend )
Add: Surcharge on Balance Tax @25% (9839524 x 25%) 24,59,881
1,28,20,327 |
Add: Health & Education Cess @ 4% 512,813
Net Tax Payable 1,33,33,140 |

CA Bhanwar Borana
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-+ |Example:4
Mr. Aadil is a resident, aged 26 years. His income details for PY 2022-23 are as follows:
(i) | Capital gains u/s 112A - X 2,90,000
(ii) | Capital Gain u/s 112 - X 30,00,000
(iii) | Other income - X 2,50,00,000
Calculate his tax liability for AY 2023-24.
Particular Tax Rate Income Tax
LTCG 112A (inexcess of 1,00,000) | 10% 2,90,000 19,000
LTCG 112 20% 3000000 | 600000 |
Balance NTI Normal Tax Rate | 2,50,00,000 73,12,500 i
Total 2,82,90,000 79,31,500
Add: SurchargeonLTCG112A&LTCG 112 @ 15% 92,850
Add: Surcharge on Balance Tax @ 25% 18,28,125
98,552,475 |
Add: Health & Education Cess @ 4% 3,94,099
1,02,46,574
Net Tax Payable i.e.1,02,46,570 I
# Marginal Relief.

It is applicable in case of All Assessee where surcharge is applicable. You have to check
marginal relief concept when the total income is little bit more than 50 Lakhs/ 1 Crore /2

Crore/ 5 Crore (in case of Ind/HUF/AQOP/BOI/AJP) or X1Crore (in case of Company

/Firm/local Authority/ Co. op. society) or X10 Crore (in case of Company).

f
Example 1: Total income of Shree Ltd. = 1,01,00,000
| (Indian Co.)
Tax on Total income ** 30,30,000
(+) surcharge @ 7% 2,12,100
Restricted to 32,42,100 «—Marginal relief

TaxonX1lcr+ (NTI-1cr)

31,00,000 «—of X 142100

(% 30,00,000 + X 1,00,000)

09

31,00,000

CA Bhanwar Borana




W
Basic Concept

L]
CHAPTER -1

(+) Health & Education cess @ 4% 1,24,000
Tax Payable 32,24,000
In above Example: Incomeover T1cr =%1,00,000
| Tax = £2,42,100

If extra tax is more than extra income then difference will be marginal relief.

** Assume Tax rates of 25% NOT Applicable.

> Example - 2 :

®

Total income of Tree Ltd (Indian Co.) 10,02,30,000

..Tax on Total income**

3,00,69,000

(+) surcharge @ 12%

36,08,280

Restricted to

;| 3.36,77,280 <— Marginal relief

(3,21,00,000 + 2,30,000)

Tax on % 10 crore + (NTI - 10 Crore ) | v 3,23,30,000 ¢— of % 13,47,280

"
N,

|

%3,23,30,000
(+) Health & Education cess @ 4% T 12,993,200
Tax Payable X3,36,23,200

**Assuming 25% rate is not applicable

- Example: 3
Total Income of Mr. Sam, a Non-resident (age 62 years) is X 1,01,00,000
Tax on Total Income ; Z
Upto 2,50,000 Nil
>2,50,000 upte 5,00,000 12,500
»5,00,000 upte 10,00,000 1,00,000

»>10,00,000 upto 1,01,00,000

27,30,000 28,42,500

Add: Surcharge @ 15% 426,375
32,68,875 «— Marginal
Relief
Restricted to D75,125

Tax on 1 Crore + (NTI - 1 crore)

CA Bhanwar Borana
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. Basic Concept CHAPTER‘- 1
30,93,750 + 1,00,000 31,93,750
(28,12 500+10%)
~ Add: Health and Education Cess@4% 127,750
Tax Payable 33,21,500
Example: 4
Total Income of Mr.Devam a resident individual (Age 49 years) is ¥5,07,20,000
Tax on Total income -4 z
upto ¥2,50,000 Nill
> 2,50,000upto 5,00,000 12,500
> 5,00,000upto 10,00,000 1,00,000
>10,00,000 upto 5,07,20,000 1,49,16,000 1,50,28,500
Add: Surcharge @ 37% 55,60,545
2,05,89,045 ¢ Marginal
Restricted to Relief
Tax on 5 Crore + (NTI - 5 Crore) %13,53,420
1,85,15,625 + 7,20,000 Y 19235625 %
192,35,625
Add: Health & Education Cess @4% 769,425
Tax Payable 2,00,05,050

Rebate u/s 87A - For Resident individuals having NTI upto ¥ 5,00,000.

a.) 100% of tax payable, or

b.) ¥ 12,500

Whichever is Lower

This rebate shall be reduced before adding education cess.

Example: 1 4
Total income (NTI) of Mr. BB, aged 28 Years 440,000
Tax on ¥4,40,000 9,500

Less; Relief U/s 87A

T
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(i) Tax Amount

OR
(ii) 12,500 9,500
Nil
Add: Health & Education Cess @ 4% Nil
Net Tax Payable Nil

= | Example: 2 Total income of Mr Ravi, aged 35 years is ¥5,07,000

Taxon5,07,000 13,900
Add: Health & Education Cess 556
Net tax Payable 14,456

Note : Inabove example rebate is not available since Total income is more than £5,00,000.

Important Note : Rebate u/s 87A available against all types of Income except LTCG u/s

112A.

Note : Net Taxable income (NTI) and Tax Amount should be Rounded Off to the nearest

% of 10.

CA Bhanwar Borana 12
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Deemed Income

Sec 68: Cash Credit

Where any sum is found credited in the books of the assessee and assessee offers no

explanation about the nature and source or the explanation of fered is not .

'satisfactory in the opinion of the AO, the sum so credited may be treated as income of

the assessee of that PY.

However, where the sum so credited consists of loan or borrowing or any such amount,

by whatever name called, any explanation offered by the assessee shall not be deemed

to be satisfactory, if, the person in whose name such credit is recorded also offers no

explanation about the nature and source or explanation not satisfactory.

Further, any explanation offered by a closely held company in respect of any sum

credited as share application money, share capital, share pr'emiilm or any such amount, by-

whatever name called, in the accounts of such company shall be deemed to be not

satisfactory, if, the resident person, in whose name such credit is recorded in the books

of such company also not explains about the nature and the source of such sum or

explanation not satisfactory.

These additional conditions would not apply if the person, in whose name the sum is

recorded, is a Venture Capital Fund or Venture Capital Company registered with SEBL.

Sec 69: Unexplained Investments

Where in the PY, the assessee has made investments which are not recorded in the BOA'

and the assessee offers no explanation about the nature and the source of investments

or explanation not satisfactory in the opinion of the AO, the value of the investments are

taxed as deemed income of the assessee of that PY.

Sec 69A: Unexplained money, asset etc.

Where in any PY, the assessee is found to be the owner of any money, bullion, jewellery or

-oTher' valuable article and the same is not recorded in the BOA and the assessee offer's.

no explanation about the nature and source of acquisition of such money, bullion etc. or .
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the explanation not satisfactory in the opinion of the AO, the money and the value of

bullionetc. may be deemed income of the assessee of that PY

Sec 69B: Amount of investments etc., not fully disclosed in the books of account

Where in any PY, the assessee has made investments or is found to be the owner of any

bullion, jewellery or other valuable article and the AO finds that the amount spent on

making such investments or in acquiring such articles exceeds the amount recorded in the

BOA by the assessee and he offers no explanation for the difference or the explanation
is unsatisfactory in the opinion of the AO, such excess may be deemed income of the

assessee of that PY.

Example: If the assessee is found to be the owner of say 300 gms of gold (market value of

which is X 15 lakhs) during the PY ending 31.3.2023 but he has recorded to have spent X5

lakhs in acquiring it, the AO can add X 10 lakhs (i.e,. the difference of the FMV of such
gold and X 5 lakhs) as the income of the assessee, if the assessee offers no satisfactory

‘explanation thereof.

Sec 69C: Unexplained expenditure

Where in any PY, an assessee has incurred any expenditure and he of fers no explanation

about the source of such expenditure or the explanation is unsatisfactory in the opinion

of the AO, AO can treat such unexplained expenditure as the income for such PY. Such

unexplained expenditure which is deemed to be the income of the assessee shall not be

allowed as deduction under any head of income.

Sec 69D: Amount borrowed or repaid on hundi

Where any amount is borrowed on a hundi or any amount due thereon is repaid other than

Through an account-payee cheque drawn on a bank, the amount so borrowed or repaid

shall be deemed to be the income of the person borrowing or repaying for the PY in which

the amount was borrowed or repaid, as the case may be.

However, where any amount borrowed on a hundi has been deemed to be the income of any

person, he will not be again liable to be assessed in respect of such amount on repayment

‘of such amount. The amount repaid shall include interest paid on the amount borrowed.

Note : Income mentioned u/s 68 to 69D taxable @60% (+25% Surcharge+4% HECi.e. 787%).

CA Bhanwar Borana 14
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# Sec 115BB: Taxon winnings from lotteries, card game, horse race etc. (Refer sec

194B/BB)

-TaxRate @ 30%

# Sec 115BBE: Deemed Income u/s 68 to 69D

- Tax Rate @ 60% (surcharge 25% and HEC @ 4%) effectiverate 78 %

Notes:

1 No basic exemption or allowance or expenditure shall be allowed to the assessee under

any provision of the Income-tax Act 1961 in computing such deemed income.

2. Further, no set of f of any loss shall be allowable against income brought to tax u/s 68

or69or 69Aor69Bor 69Cor 69D.

# | Section- 115BAC: Tax on Income of Individual & HUF (Added by FA-20 w.ef. AY 21-22)
Assessee Individual & HUF

Tax rate Total income Tax rate
| Upte%2,50,000 Nil
[%2.50,001 to ¥5,00,000 5%
_____ ] %500001 to 750000 | 0%

%7,50,001 to %10,00,000 15%
%10,00,001 to X12,50,000 | 20%
[%12,50,001 to %15,00,000 25%

»%15,00,000 30%

o | Special Income (u/s 111A,112,112A etc.) shall be taxable @ Special rates.
Surcharge | » Surcharge will be @ 10%/15%/25%/37% depending on Total |

& cess | Incomeof assessee.
» Health & Education cess (HEC) shall be @ 4% always.
AMT » Assessee opting for sec. 115BAC is not required to pay AMT.

» B/F AMT credit cannot be set of f against income u/s 115BAC. |
Therefore, if assessee has b/f AMT credit, it should first exhaust the
AMT credit and thereafter opt for sec 115BAC.

~ Conditions | 1. Assessee does not claim following deductions / exemptions :

HP » Interestu/s24(b)for Self-occupied property

15 CA Bhanwar Borana
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Set-off of HP loss (Let out /Deemed to be let-out

property)against other head (HP loss shall be allowed to

be carried forward as per law).

Salary

» Standard deduction of 50,000, Entertainment allowance

and Professional tax u/s 16.

» Leave travel concession u/s 10(5).

» HRA u/s 10(13A).

» Allowance u/s 10(14) (except: DTDC)

D. Travel allowance to a Divyang employee for commuting

between the place of residence and place of duty.

T. Travelling or tour allowance - to meet the cost of

travel on tour or on transfer.

D. Daily allowance: to meet the ordinary daily charges

incurred by an employee due to absence from his

normal place of duty.

C. Conveyance allowance: to meet the expenditure on

conveyance in performance of duties of anoffice.

Sec. 10AA
Sec. 32(1)(iia),

Sec. 35(1)(ii),(iia),(iii), 35(2AA)

Sec. 3bAD

IFOS

» Allowance for income of minor u/s 10(32).

» Allowance to Mps / MLAs u/s 10(17).

» Deduction form Family pension u/s 57.

Deduction

Deduction under Chapter VI-A

Except : deduction u/s 80JJAA, 80CCD(2)

2. Assessee cannot set-off any b/f loss or unabsorbed depreciation

attributable to deduction referred above.

3. HP loss cannot be set off against other head.

4. No deduction or exemption for allowance or perquisite provided

under any other law for the time being in force.

CA Bhanwar Borana
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» On failure to satisfy any of the forgoing conditions- option of

concessional rate will be invalid and normal provisions of the Act

shall apply-

- in respect of relevant AY - in case of Individual/HUF not having

business income.

- in respect of relevant AY and subsequent AY - in case of

Individual/HUF having business income.

Exercising
the Option

The option has to be exercised in FORM 10-IE along with ROI to be )
furnished u/s 139(1)

» In case of Individual/HUF not having business income: assessee

may choose whether or not to exercise the option in each PY.

Therefor assessee can choose any of the two-tax regime every

year depending on their tax liability.
» In case of Individual/HUF having Business income: Once the |

option is exercised it can't be withdrawn except assessee ceases
to have PGBP,

I Other_ points _

» Rebate u/s 87A is available even if assessee opt for sec. 115BAC.

» Clarification For the purpose of TDS, the CBDT has clarified that an

employee not having income u/h PGBP and intending to opt for the

concessional rate u/s 115BAC, is required to intimate to the employer

of such intention for each PY and upon such intimation, the employer

shall deduct TDS as per section 115BAC. If such intimation is not made

by the employee, the employer shall make TDS without considering the

provisions of section 115BAC.

Itisalso clarified that the intimation so made to the employer shall be
only for the purposes of TDS during the PY and cannot be modified

during that year. However, at the time of filing of return, employee my

take different option.

Further, in case of employee having income u/h PGBP shall also intimate _
to his employer. However, the intimation to the employer in his case for
subsequent PYs must not deviate from the option u/s 115BAC once

exercised inaPy.
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Note

If assessee opted section 115BAC then maximum depreciationallowed @ 40%.

Ex.: Mr Devam (32 years) is a salaried employee, employed by BB Pvt Ltd. as tax advisor.

His income and tax incentives for the previous year 2022-23 are as follows -

Particulars 4
Basic Salary 40,00,000
House rent allowance [ ¥ 60,000 is exempted u/s 10(13A)] 90,000
Leave travel concession (LTC) [  1,80,000 is exempt u/s 10(5)] 1,95,000
New Pension Scheme contribution(NPS) by BB Pvt. Ltd. (12% of 4,80,000
basic salary)
Payment of professional tax by Devam 2,000
Income from Property A (self-occupied) (-) 1,05,000
" Income from Property B (let out) : 60,000
" Income from Property C (let out) (-) 80,000
Savings bank A/c interest received by minor son of Devam 800
Savings bank A/c interest received by minor daughter of Devam 2,000
Interest on saving bank account of Devam 28,000
|| Interest on public p_r'o;ide;n’r fund credited on March _BE_EE)E’B: b —55’000
| Deduction under section 80D, 80E, 80EEA and 80EEB and 806 2,81,000 |
NPS contribution by Devam 4 00,000
PPF contribution by Devam 20000_

Devam wants to know whether he should opt for alternative tax regime from the AY

2023-24
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Solu__ﬁon :

Mr. Devam

Py 22-23

AY 23-24

Computation of Total Income & Tax Liability

Particular Normal Provisions Section 115BAC
g 4 4 4
Basic Salary 40,00,000 40,00,000|
HRA 90,000 90,000
Less: Exempt u/s 10(13A) 60000| 30,000 CN/A 90,000
LTC 1,95,000 1,95,000
Less: Exempt u/s 10(5) 180000| 15,00 Nn/A | 1.95.000(
NPS contribution by BB Ltd. 4,80,000 4,80,000|
Gross Salary 45,25,000 47 65,000
Deduction u/s 16 -
(i)  Professional Tax (2,000) N/A|
(i)  Standard Deduction (50,000)_ i N/A
Net Salary 44.73,000 47 65,000|
Income from House Property _
Self-Occupied Property - A (1,05,000)
Let-out Property- B 60,000
_____ Let-out Property-C | (80,000)| (20000) | (20000)| = N/A
Set-off not|
allowed so|
carry /
forward |
43,48 000 47,65,000
Income from other sources |
| SB Interest of Minor Son 800 | 800
Less: Exempt u/s 10(32) 300_ - N/A 800 |
SB Interest of Minor Daughter 2000. 2,000 -
Less: Exempt u/s 10(32) I 1500 500 N/A 2.000 _
SB Interest of Devam | 28,000 | 28,000 |
_____ InterestonPPF | s5000| | 55000 "
Less: Exempt u/s 10(11) 55,000 - 55,000 "
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Gross Total Income | 43.76.500 | 47.95,800
Less: Deductions u/c VI-A | !
Sec. 80C : PPF 20,000 N/A
 Sec. 80CCD(1) EE cont. to NPS 3,50,000| N/A
~ 3,70,000|
Sec. 8OCCE Max. deductionu/s | 1,50,000f 1,50,000 |
80C+80CCC+80CCD(1) is 1,50,000 50,000 !
Sec. 80CCD(1B) EE cont. to NPS N/A
‘Sec. 80CCD(2) ER cont. to NPS
() ERCont. 480,000 _
(i) 10% of Salary 4,00,000 4,00,000 4,00,000
Lower of above
Sec. 80D, 80E, 80EEA, 80EEB, 806G 2,81,000 N/A
Sec. 80TTA Interest on SB A/c 10,000 N/A
Total Income/ Net Taxable Income 34,85,500 43,95,800
Computation of Tax Liability

Tax as per Normal Provisions Tax as per Sec 115BAC

Particular Rate| Amgunt Particular Rate| Amant

Upto 2,50,000 Nil - Upto 2,50,000 Nil -
> 2,50,000 upto 5,00000 | 5% | 12,500 >2,50,000 upto 500,000 | 5% | 12,500
> 5,00,000 upto 10,00,000 [20%(1,00,000|>5,00,000 upto 7,50,000 |10% 25,000
> 10,00,000 upto 34,85,500 | 30%|7,45,650 |> 7,50,000 upto 10,00,000 |15%| 37,500
_ |8.58.150|> 10,00,000 upto 12,50,000| 20%| 50,000
Add: HEC @4% 34,326 |> 12_,50,000 upto 155005000__25%. 62,500
Net Tax Payable 8,92,476 [> 15,00,000 upto 43,95,800( 30%| 8,68,740
10,56,240
Add: HEC @ 4% 42,250
Net Tax Payable 10,98,490
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2 Residence and Scope of Total Income

Total income of an assessee cannot be determined without knowing his residential
status. Scope of Total income is based on Residential status. If any person become
Resident then his whole world income is taxable in India but if per's.oh become Non-
Resident then only Indian Income is taxable for that person. Residential status shall
be determined for every person for each previous year independently.

A.| Residential Status of Individual

Basic Conditions Section 6(1) No. of Days Satisfied
stayinIndia | Not-Satisfied

1. Stay in India for 182 days or morein P.Y.

(Current Previous Year)
OR

2. Stay inIndia for 60 daysormoreinP.Y.
and 365 daysormoreinLast4PY.'s

# Additional Conditions Section 6(6)

1 Resident for 2P.Y.or moreinLast 10P.Y.'s

AND

2. | StayinIndiafor730daysormoreinlLast7P.Y.'s
If any individual satisfies any One Basic condition (at least one) then he is treated as
Resident in India otherwise Non-Resident in India. If any individual become Resident
in India then we have to check that such person in Resident and ordinarily resident (R-
OR) in India or Resident but Not ordinarily (R but NOR) Resident in India. If the
assesse satisfy Both the additional conditions then he is treated as R and OR
otherwise R but NOR.
Notes:

1 The day on which he enters India, as well as the day on which he leaves India, shall be
taken into account as the stay of Individual in India.

2. | In the following cases only Basic condition no. 1 is applicable for Determination of

residential status (2" Basic condition should be Ignored).
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Indian Citizen, Leave India during the P.Y. for an employment outside India.
Indian Citizen being a crew member of Indian Ship, leave India during the P.Y.
Indian Citizen or Person of Indian origin engaged outside Indiainany employmentora
Business or Profession, and Visiting India during P.Y.& his total income (excluding income
from foreign source)is upto ¥15 Lakhs inP.Y

Note : Person of Indian Origin means, he or either of his parents or either of his

grandparents were bornin undivided India. |
In case of Indian citizen or person of Indian origin having total income (other than
foreign source income) of more than %15 lakhs then 2™ basic condition applicable and
instead of 60 days inPY, 120 days are considered.
(Amended by FA, 20 w.e.f. AY 21-22)

Indian Citizen or a person of Indian origin, having total income, (other than foreign
source income) exceeding ¥15 lakhs during the PY, who has been in India for a period
or periods amounting in all to 120 days or more but less than 182 days then he will be
treated as resident but not ordinary resident. (In this case no need to check additional
conditions) (Amended by FA, 20 we.f. AY 21-22)

How many days an Indian Citizen or a Person of Indian origin visits in India during PY

Less than 120 120 days or more but upto 182 days or more irrespective
days 181 days of Total Income

NR in India |If he satisfied both the conditions | If he satisfied both the cond-
then R but NOR otherwise NR | -itions then R&OR otherwise R
(i) Stay in India for 365 days or | but NOR
moreinlast 4PY,and (i) Resident in India for 2 PY
(ii) His Total Income (other than or more in last 10 PY's, and
foreign source income) more | (ii) Stay in India for 730 days
than %15 Lakhs. or more in last 7 PY's

Section6(1A): Deemed Resident (Added by FA,20w.e.f. AY 21-22)

| Not with standing anything contain in seﬁ’rion 6(1), in case of Indian citizen, having
total income (other than foreign source income), exceeding ¥15 lakhs during the PY
shall be deemed to be resident in India in that previous year, if he is not liable to tax in
any other country or territory by reason of his domicile or residence or any other

criteria of similar nature & he is always treated as R but NOR.
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However, this provision will not apply in case of an individual who is aresident of Indiain

the previous year as per section 6-(1).

» Liable to tax means that there is an income-tax liability on such person under the
law of that country for the time being in force. It also includes a person who has
subsequently been exempted from such liability under the law of that country.

Note : Income from foreign sources means income which accrues or arises outside |

India except income derived from a business controlled in or a profession set up in India,

-Exqmple: 1 Mr Aliis a Indian Citizen, working in USA with Facebook Inc. During the PY

21-22 and PY 22-23 he visited India for 177 days and 145 days respectively. His stay in

India for PY18-19,PY19-20,PY20-21 - 120days, 100 days & 155 days respectively.

Hisincome for PY 22-23 isas follows: %
Income from Salary, Rent & Interest earned in USA 25,00,000
Income from Business in USA (Controlled from USA) 21,00,000
Income from Business in USA (Controlled from India) 8,00,000
Interest on Bank FD with YES Bank in Mumbai 11,00,000
LICPremiumPaid in India 2,60,000
Determine his residential status for AY 23-24.

Answer

For AY 23-24

Mr. Ali is in India for 145 days & his Total income (other than foreign source Income) is
¥ 17,50,000 [11,00,000+8,00,000-1,50,000 (80C)] & also his stay in India in last 4 PY's
is more than 365 days [120+100+155+177=552] so he will be Tredfed as R but NOR for
AY 23-24

Example: 2

Would it make any dif ference in example 1 is US citizen but his grandfather was bornina
village near Peshawar in1943 ?

Answer: No, as above provisions are applicable for Indian citizen as well as person of
Indian origin. Inthis case Aliis treated as person of Indianorigin.

Example: 3

Suppose in example 1 Mr. Ali's Bank Interest is 8,40,000 instead of ¥11,00,000. What
will be your answer ?

Answer: For AY 23-24 he will be treated as NR in India as his total income other than
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foreign source income is upto 15 lakhs i.e. ¥ 14,90,000 [8,40,000 + 8,00,000 -
1,50,00(80C)]

Example: 4

Mr. Kabir is an Indian Citizen. Currently he is in employment with an entity in Dubai.
During the PY he is visited India for 55 days. During the PY 22-23 Mr Kabir is not taxable
in Dubai or any other country by reason of his domicile or residence. Determine his
residential status for AY 23-24, if his Total Income other than foreign source income is;
Case:1-%20,00,000

Case:2 -2 14,00,000

Answer: Case: 1

Mr Kabir in India for only 55 days inPY 22-23 so he is not satisfying basic condition of
'section 6(1) but he satisfied following conditions of section 6(1A):;

(i) Mr.KabirisaIndianCitizen;

(ii) His Total Income (other than foreign source income) is more than ¥15,00,000; and
(iii) He is not liable to pay tax in any other country by reason of his domicile or residence
So he is treated as deemed to be resident in India but not ordinary resident. (R but NOR)
Case: 2

He does not satisfy conditions of section 6(1A) so he is treated as NR for PY 22-23.
Example: 5

Suppose in example: 4 (case: 1) Mr Kabir is a Foreign citizen but his grandparents was
borninundivided India. Isyour answer change?

Answer

Yes, as section 6(1A) apply only to Indian Citizen, since he's not a Indian citizen so NR for
Py 22-23.

Period of stay in India for an Indian citizen, being a member of the crew of a foreign
bound ship Ieaﬁng India [ CBDT Noftification]

For computation of "No. of days stay in India" following time limit shall be excluded: -
"From the date entered into the continuous discharge certificate is respect of joining
the ship & ending on the date entered into continuous discharge certificate in respect

of signing of the ship."
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Residential Status of Hindu Undivided Family Sec 6(2)
If Control and Management of its affairs is
|
v v
Wholly or Partly in India Wholly outside India
Resident Non-Reéiden’r

 Note: If Karta of HUF is satisfying both the additional Conditions as per sec 6(6)
the HUF is treated as R and OR otherwise R but NOR.

Residential Status of FIRM/AOP/BOI/Local Authority/AJP Sec 6(2)
If Control and Management of its affairs is
I
v 4
Wholly or Partly in India Wholly outside India
Resident Non-Resident

Residential status of Company

Indian co.- Always resident

Other Co.-- If its "place of effective manugemenf"_[POEM] isin Indiain that year then
resident otherwise Non resident.

POEM means a "place where key management & commercial decisions that are

necessary for the conduct of the business of an entity as a whole are in substance
made".

Scope of Total Income

Total Income
1

v v

Indian Income Foreign Income
Income Received or deemed to be Income other than Indian Income

received in India
OR
Income accruing or arising or
deemed to be accrue or arise in India
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Taxability of Income for Individual & HUF

S. No. Income R&OR Rbut NOR NR
1. | Indian Income Taxable Taxable Taxable

2. | ForeignIncome

- Income from Businessor Taxable Taxable Not Taxable |
Profession Controlled /
setup from India.

- Other foreign Income. Taxable Not Taxable | Not Taxable

Taxability of Income for other Assessee

S. No. Income Resident NR
1. | IndianIncome Taxable Taxable
2. | ForeignIncome Taxable Not Taxable
Notes:

Income received means, received for the first time. After receiving income outside
India, subsequently if it is remitted into India, it cannot be treated as Receipt of
Income.

Income may beinCashorinKind.

Any income already taxed on accrual basis, consequently remitted to Indig, is not
chargeable to tax at the time of remittance irrespective of the residential status.
Income accrual in India means, income gener‘a‘red in India or source of Income

_ situated in India.

Sec 7: Income deemed fo be received in India
(i) Contribution in excess of 12% of salary to Recognised provident fund or interest
credited in excess of 9.5% p.a (Annual accretion to the credit of RPF).
(ii) Contribution by the Central Government or other employer under a pension scheme
| referredu/s 80CCD. o _
(iii) Amount fransferred from unrecognised provident fund to recognised provident

fund (being the employer's contribution and interest thereon).

CA Bhanwar Borana 26




Residence & Scope of Total Income CHAPTER -2

# Sec 9: Income deemed to accrue or arise in India.

Income deemed to accrue or arise in India
[Clause (i), (ii), (iii) & (iv) Section 9(1) ]

L
| Income accruing or |

arising outside
India, directly or
indirectly through }
or from

' Salar'y%ar'ned Salary gayable ' Divideﬂd paid BN
for services § by Government g by Indian -
rendered W to Indian Citizen | Company
in India for services Outside India
ll rendered I
outside India

i ) : °

Any Business Any property Transfer of

| Connection i /assetfor | capital asset
in India source of situated
income in India in India

Income deemed to accrue or arise in India
[Clause (v), (vi) &(vii) of Section 9(1)]

Y il LY
————— — - Interest, Royalty, Fees for technical S
if payable by _ if Payable by service, if payble by |

& _ J .
Government A Non-Resident

v y
Person resident
in India

& =

If money is borrowed | If technical
and used for the purpose services or royalty
of business or profession
\ carried in India

Exception

Ml services are utilised
for the purpose
2 of business or

L4
If the money borrowed @ Tf the money borrowed [ Profession carried mu

services or royalty services or royalt - :
services are utilised for B s.pvices are uTilizedeor India or making

the purpose of business B aking income from any income from

““““ BN O profession carried B source outside India M any source in India [
on outside India
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Through or from any business connection inIndia[Sec 9(1)(i)]
~ Business Connections means a person acting on behalf of NR :-
Must have an authority, which is habitually exercised in India, to conclude contracts
on behalf of the non-resident or habitually concludes contracts or plays the principal
 role leading to conclusion of contracts by that non-resident and such contracts are
-inthe name of the non-resident:; or

- 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 touse; or
- for the provision of services by that non-resident.

Habitually maintain a stock from which he regularly delivers on behalf of NR

Habitually secure order in India mainly or wholly for NR.
" Furtherin following case Business connection also establish:

In all the three situations, business connection is established, where a person

'hr.ibifually secures orders in India, mainl'y or wholly for such non-residents.

Mr A acting on behalf of Mr. X non-resident

Mr. X non-resident Mr. y non-resident

Business connection
established if

Business connection
directly established

(i) Mr. X is controlled by Mr. Y or

(ii) Mr. Y is controlled by Mr. X or

(iii) Commonly controlled by Mr. Z,
being the person who controls
Mr. X as well as Mr. Y.
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Agents having independent status are not included in Business Connection:

 Business connection, however, shall not be established, where the non-resident carries
on business through a broker, general commission agent or any other agent having an
independent status, if sucha personis acting in the ordinary course of his business.

A broker, general commission agent or any other agent shall be deemed to have an
independent status where he does not work mainly or wholly for the non-resident.

He will, however, not be considered to have an independent status in the three situations
explained above, where he is employed by such anon-resident.

Where abusiness is carried on in India through a person referred to in(a), (b) or (c) of (i)
above, (other than SIP) only so much of income as is attributable to the operations

carried out in India shall be deemed to accrue or arise in India [Expl. 3 to section 9(1)(i)].

Significant economic presence [Explanation 2A to section 9(1)(i)]
Significant economic presence of a non-resident in India shall also constitute business
connection in India

Significant economic presence means-

No| Nature of Transaction Condition

1. | Transaction in respect of any goods, services| Aggregate of payments arising from
or property carried out by a non-resident| such transaction or transactions
with any person in India including provision of | during the previous year exceeds

download of data or software in India, 2 crores.

2.|Systematic and continuous soliciting of | The users should be atleast 3 Lakhs.

business activities or engaging in interaction

with users in India

Further, the above transactions or activities shall constitute significant economic
presence in India, whether or not-

(i) The agreement for such transactions or activities is entered in India;

(ii) The non-resident has a residence or place of business in India; or

(iii) The non-resident renders services in India:

However, where a business connection is established by reason of significant economic
presence in India, only so much of income as is attributable to the ftransactions or

activities referred to in (a) or (b) above shall be deemed to accrue or arise in India.
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Explanation 3A addedby FA 20w.e.f. AY 21-22

| For the removal of doubts, it is hereby declared that the income attributable to the

operations carried out in India, shall include income from—

(i) such advertisement which ftargets a customer who resides in India or a customer
who accesses the advertisement through internet protocol address located in India;

(ii) sale of data collected from a person who resides in India or from a person who uses
internet protocol address located in India; and

(iii) sale of goods or services using data collected from a person who resides in India or
froma person who uses internet protocol address located in India.

Provided that the provisions contained in this Explanation shall also apply to the income

attributable to the transactions or activities referred to in Explanation 2A (SEP)

Following shall not be treated as Business Connection in India

Purchase of goods in India for export.

Collection of news and views in India for transmission out of India.

Shooting of cinematograph films in India if such NR is Individual, who is not a
citizen of India or a firm which does not have any partner who is a citizen of India
or who is resident in India or a company which does not have any shareholder who is

a citizen of India or who is resident in India.

In case of a foreign company engaged in the business of mining of diamonds, from
the activities which are confined to display of uncut and unassorted diamonds in any

special zone notified by the CG.

Income from property, Asset or source of Income is situated in India, then it is

treated as deemed to be accrued or arise in India

- Income through transfer of Capital asset situated in India
Capital gain from tfransfer of capital asset situated in India shall be freafed as
deemed to be income accrued or arise in India. Whether registration of documents

of transfer in India or outside India or consideration received in India or outside India.
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Sec 9(1)(ii): Salary Income for service rendered in India, whether such Income

before or after service rendered like Gratuity, Pension, Profit in lieu of Salary.

Sec 9(1)(iii): Salary received by Indian Citizen from Govt. for service rendered

outside India.
As per section 10(7) perquisite & allowances are Exempt.

Sec 9(1)(iv): Dividend paid by Indian Company Outside India

Sec 9(1)(v): If interest is payable by: -

a. Government

b. Resident person [Exception: where money borrowed and used, for the purposes
of abusiness or profession carried on by him outside Indiaor for the purposes
of earning any income from any source outside India]

c. A NR when money borrowed used for the purpose of business or profession
carried oninIndiaby him

» then such interest is treated as deemed to be accrued or arise in India.

Example: If anon-resident 'A" borrows money from anon-resident ‘B’ and invests the
same in shares of an Indian company, interest payable by ‘A" o ‘B’ will not be deemed

to accrue or arise in India.

Note:

Interest payable by PE of NR engaged in Banking Business, to head office or any PE
or any other part of such non-resident outside India, shall be deemed to accrue or
arise in India.

HCBC Bank Hongkong < HSBC Branch in India

A

Interest received by HCBC Hongkong from HCBC Branch in India Shall be deemed

to be Accrue or arise in India.
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(i)

(i)

(i) |

(iv)

(iva)

Sec 9(1)(vi): If royalty payable by:

a. Government

b. Resident person [Exception : Where it is payable for the transfer of any right or
the use of any property or information or for the utilization of services for the
purposes of a business or profession carried on by such person outside India or
for the purposes of earning any income from any source outside India]

c. A NR in respect of transfer of any right, use of any property or information

or utilization of service for purpose of business or profession carried in
India or earning any Income from any source in India
» then such Royalty is treated as deemed to be accrued or arise in India.

Notes:

- Lumpsum Royalty by resident to NR for supply of computer software along with

computer hardware under the scheme approved by CG shall not be treated as
deemed to be accrued or arise in India.

If transfer of property is already taxable under the head Capital gain then it
is not covered under the definition of Royalty.

Consideration for use or right to use of computer software is covered under Royalty.

Explanation 2 : “royalty" means consideration (including any lump sum consideration but
excluding any consideration which would be the income of the recipient chargeable under
the head "Capital gains") for—

the transfer of all or any rights (including the granting of a licence) in respect of a
patent, invention, model, design, secret formula or process or trade mark or similar
property;

the imparting of any information concerning the working of, or the use of, a patent,
invention, model, design, secret formula or process or trade mark or similar property ;
the use of any paTenf, invention, model, design, secret formula or process or trade mark
or similar property ;

the imparting of any information concerning technical, industrial, commercial or
scientific knowledge, experience or skill ;

the use or right to use any industrial, commercial or scientific equipment but not

including the amounts referred to insection 44BB;
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(v)

(vi)

the transfer of all or any rights (including the granting of a licence) in respect of any

copyright, literary, artistic or scientific work including films or video tapes for use in

connection with television or tapes for use in connection with radio broadcasting , bttnot

-or (omitted by FA.-20)
the rendering of any services in connection with the activities referred to in sub-clauses
(i) to (iv), (iva) and (v)

Sec 9(1)(vii): If fees for technical service (FTS) payable by: -
- a Government |

b. Resident person [Exception : Where the fees is payable in respect of technical
services utilised in a business or profession carried on by such person outside |
India or for the purpose of earning any income from any source outside India.]

€. A NR in respect of Technical service utilised in business or profession
carried on by such person in India or such service utilise for earning any
income from any source in Indian,

» then such FTS is treated as deemed to be accrued or arise in India.

FTS means: any consideration (including any lumpsum consideration) for the
rendering of any managerial, technical or consultancy services (including providing

the services of technical or other personnel). However, it does not include consideration

~ for any construction, assembly, mining or like project undertaken by the recipient or

consideration which would be income of the recipient chargeable under the head

'Salaries’.

Section 9(1)(viii) : Deemed accrual of gift made to a person outside India

| Gift of any money made by resident to NR or for‘eign company on or after 5th July

2019 shall be deemed to be accrued or arise in India.
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Incomes which do not form Part 3
of Total Income (Exempt Income)

Exemption under section 10 vis-a-vis Deduction under Chapter VI-A

Exemptions u/s 10 : The incomes which are exempt under section 10 will not be

included for computing total income.

Deductions under chapter VI-A Incomes from which deductions are allowable under

Chapter VI-A will first be included in the gross total income (GTI) and then the

deductions will be allowed from GTL.

Sec 10(1) : Agriculture Income

Itisexemptu/s10(1)

Meaning of agriculture income-

As per section 2(1A), Agriculture income means -

a) Rent from agriculture land (used for agriculture purpose).

b) Income from sale of agriculture produce. (Note 1)

c)Rent from house (use as dwelling house, store house).

d) Income from nursery.

Note 1: Rule 7- Sale of agriculture produce

\J L4
Sale in raw from | Sale after process
! | '
Total agriculture  Process is compulsory Process is optional
income for sale for sale

, !

Total agriculture income ~ §

Agriculture income PGBP

Y l
FMV of Agri product further process  xx Sale of final product XX
(<) cost of agri product XX (-) FMV of agriculture used (xx)
agriculture income XX (-) Further Propose cost (xx)
PGBP XX
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of Total Income (Exempt Income)

# | SpecialRules for tea,coffee &Rubber

Agriculture | Business
| Income Income

Rule 8: Growing and Manufacturing of Tea. 60% 40%
Rule 7B: | Income from growing & manufacturing

of Coffee

(a) Grown & cured 75% 25%

(b) Grown, cured, roasted, grounded 60% 40%
Rule 7A: Income from growing & manufacturing

of rubber 65% 35% .
Remember :- Higher % representsincome from Agriculture
Notes:

1. Bifurcation should be done af ter claiming PGBP deduction like depreciation etc.

2. If income of assessee partly from Business & partly from agriculture then,

depreciation has to be calculated on assumption that total income of assessee is

from business only. Depreciation calculated shall be deemed to be allowed to

assessee. (Total Depreciation shall be reduce from WDV of Block)

# | Partial Integrationincase of Agricultural Income

Agriculture income is exempt from tax but for computation of tax it shall be

considered if following conditions are satisfied

() Assessee is Individual, HUF, AOP, BOI, AJP.

(ii) | Agriculture income more than X 5,000.

(iii) | Non-agriculture income more than Basic exemption.

Computation of Tax Liability X

Non-Agriculture Income (Total Income) A XXX
Agriculture Income B XXX
Total c XXX
Tax Payable on "C" D XXX
Aggregation of "B" and Basic Exemption E XXX
Tax payable on "E" F XXX
Net Tax payable "D-F" G XXX
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CHAPTER-3

Exempt Income

Section

Income

Eligible Assessee

10(2)

Income share received by member

from HUF

IMembgr of HUF

10(2A)

Income share received by partner

Partner of FIRM

from FIRM

10(4)(ii)

Interest on money standing to the

Person resident outside India

credit in a Non-resident (External)

(under FEMA Act) or a person

account inIndia

who has been permitted to

maintain said a/c by RBI

10(6)(ii)

Remuneration received by Foreign

Individual (not being a citizen

Diplomats/ Consulate and their staf f

of India)

_ Conditions

(a) The remuneration received by our

corresponding Government official's

resident in such foreign countries

should be exempt.

(b) The above-mentioned officers

should be the subjects of the

respective countries and should not

be engaged in any other business or

profession or employment in India.

10(6)(vi)

Remuneration received as employee

Individual - Salaried Employee

of a foreign enterprise for services

(not being a citizen of India)

rendered by him during his stay in

Indiaq, if:

a) Foreign enterprise is not engaged

in any trade or business in India;

b) His stay in India does not exceed

the aggregate a period of 90 days

in such PY; and
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CHAPTER-3

c¢) Such remuneration is not liable to

Individual - Salaried Employee

deducted from the income of

(not being a citizen of India)

employer chargeable under this Act

10(6)(viii)

Salary received by or due for services

Individual (Non-resident who

rendered in connection with his

is not a citizen of India)-

employment on a foreign ship if his

Salaried Employee

total stay in India does not exceed 90

daysinthePY.

10(6D)

Income arising by way of royalty

NR & Foreign Company

from or fees from technical services

rendered in or outside India to, the

National Technical, Research

Organisation (NTRO)

10(10BB)

Payments to Bhopal Gas Victims

Any Person

10(10BC)

Compensation received on account of

Any Person

disaster from CG, SG or Local

Authority

mishap, calamity or grave occurrence

in any area, arising from natural or

manmade causes, or by accident or

negligence

10(11A)

Payment from Sukanya Samriddhi

Any Person

Account (Interest also)

10(16)

Educational scholarships

Any Person

10(17)

Payments fo MPs & MLAs

Any Person

Daily & Constituency allowance is

exempt

10(17A)

Awards for literary, scientific and

Any Person

artistic works and other awards by the

Government

37
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Pension received by individual who has

Any Person

been in service of Central or State

Government and has awarded "ParamVir

Chakra" or "MahaVir Chakra" or "Vir

Chakra" such other gallantry award as the

Central Government notifies is exempt

from tax

10(26AAA)

The following income, which accrues or

Specified income of a

arises to a Sikkimese individual, would

Sikkimese Individual

be exempt from income-tax -

(a) income from any source in the State

of Sikkim: or

(b) income by way of dividend or

interest on securities.

However, this exemption will not be

available to a Sikkimese woman who, on

or after 1st April, 2008, marries a non-

Sikkimese individual.

Sec10AA:

Special Economic Zone

1. Incomputing Total income of anundertaking, which begins to manufacture or produce

article or things or computer software inany SEZ, deduction allowed as follows:-

a.ForFirst5AY.s > 100% of Export Profit

b.ForNext5AY.s — > 50% of Export Profit

C.ForNext5AY.s ——» Amountdebited toP&L Alc& credited to SEZ

Reinvestment Allowance Reserve Alc

Or

50% of Export Profit

Y (whicheveris lower)

2. Export Pro

fit

PGBP of unit located in SEZ

Export Turnover*

Total Turnover
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of Total Income (Exempt Income)

Export Turnover means the consideration inrespect of export brought into Indiain

convertible foreign currency within time permitted by RBI.

Notes:

Sales proceeds deemed to have been received in India if such amount is credited to a

separate A/c maintained by assessee outside Indiawith approval of RBL.

Amount credited to SEZ Re-invst allowance reserve Alc should be utilized for acquiring

new P&M& put to use within 3 years from the end of P.Y. in which reserve was created.

If amount mis-utilised or un-utilised then deduction claimed earlier shall be taxable

as PGBP.

Deemed Income

If Reserve has been utilized for non-specified purpose: of the year in which

wrongly uftilized.

If Reserve has not been utilized till the expiry of time limit: of the year immediately

following the period of 3 years

Export T/O does not include freight, telecommunication charges, Insurance or

expenses for providing service outside India. Further export T/O shall not include

cash compensatory support, Duty drawback and profit on sale of import entitlement

licenses.

Total T/O shall not include freight, telecommunication charges, insurance or

other similar expenses. Further it shall not include CCS, DD and profit on sale of

import entitlement licenses. Total T/O includes Export T/O and Domestic T/O and

it further includes even that portion of export T/O which is not received in

convertible foreign exchange.

Deduction under this section available only if SEZ unit received approval up to

31/03/20 and manufacturing started till 31/03/21.
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Sec 14A : Expenditure incurred in Relation to Exempt Income

Sec 14A : For computing total income under the five heads of income, No deduction

shall be allowed in respect of expenditure incurred by assessee in relation to income

which do not form part of total income (exempt Income)under the Act.

Manner of computation of disallowance: Rule 8D.

Where A.O, is satisfied with the correctness of the claim of expenditure - No action

is required.

Where A.O. is not satisfied with correctness of the claim - expenses attributed to

exempt income shall computed with Rule 8D of income tax rules.

Rule 8 D: Expenditure relating to exempt Income. 3

Amount of expenses directly relating to exempt income XXX

Amount equal to 1% of this annual average of the monthly

| average of the opening & closing balance of investment, income from

which is exempt. XXX

Total amount dis-allowable u/s 14 A XXXX

Note 1 : Provided that amount referred in (a) and (b) shall not be more than total

expenditure claimed by assessee.

Note 2 : Section 14A read along with Rule BDFprovide.s for disallowance of expenditure

evenwhere the taxpayer has not earned any exempt income in a particular PY.

Mr. BB invested in securities & expenditure related to such investment is 2,00,000.

Out of above securities, income from some securities is exempt & from other

securities faxable. Expenditure directly attributed to exempt securities is
¥ 30,000.Investment Value in securities from which income is exempt: ¥ 60,00,000

(Monthly Avg. of opening and closing & after that annual average)

Answer
Expenditure related to Exempt Income: z
| (i) Directlyrelated to Exempt Income: 30,000
(i) 1% of Exempt Income (60,00,000 x1%): 60,000
Disallowed Expenditure 90,000

Conclusion: So in this question%1,10,000 expenditure is allowed as deduction.
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of Total Income (Exempt Income)

# Alternate Minimum Tax
AMT is applicable to all assessees except company.
# | Sec115JC: Income tax payable by any person Higher of
4 i) Income tax payable as per Normal provision of Income tax
| i) 18.5% of Adjusted Total income (ATI)
(surcharge (if applicable) + 4% cess)
Note :
1 8 Calculation of ATI z
Total Income (NTI) as per Normal provision of Income Tax XXXX
Add: i) Deduction u/s 10AA (SEZ) XXX
ii) Deduction u/s 35AD (14 Business) XXX
iii) Deduction u/s 80QQB , 80RRB, 80JJAA XXX
Less: Depreciation allowable as per Sec. 32 assuming that
deduction u/s 35AD was not allowed on the assets on
which deduction u/s 35AD is claimed (xxx)
ATI XXX
2. | AMTshall not be applicableif ATI (Adjusted Total income) is up to X 20 lakhs in case
of Individual / HUF / AOP / BOL/ Artificial Judicial Person.
3. The provision of AMT apply only if assessee is claiming dedutionu/s 10AA, 35AD, 80QQB,
80RRB, 80 JTAA.
# S5ec115JD: AMT Credit
a. If AMT>Normal Income tax thenexcess shall be treated as AMT credit.
b. | AMTcredit canbe C/F and setoff for 15 years.
g, Credit canbe set-of f in the year inwhich regular tax is more than AMT.
d. The credit allowed to be set off will be restricted to the difference between the
regular Income tax computed under normal provisionof IT & the AMT.
e. Assessee can claim AMT credit in such subsequent P.Y. even if AMT is not applicable

insubsequentP.Y.
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4 Income From Salary

Section 15:-Charging Section
Income is taxable under the head salary if there is Employee - Employer relationship.
(master - servant relation).
Salary is taxable even in case of part time job like employee work with 2 employer's
simultaneously.
Salary is taxable on the basis of due or received whichever is earlier.
Salary received by partner from partnership firm shall be taxable under the head
PGBP. | |
Salary received by MP, MLA, MLC shall be taxable under the head IFOS.

——
Contract of service salary.

Contract for service PGBP.
\\_J

Salary forgone is always taxable since it is merely application of income. Salary
surrendered fo central Govt, shall not to be treated as salary.

Any amount received before joining employment or af ter cessation of employment with
that personis treatedas™ Profit in lieu” of salary & it is taxable. ”

Inthis topic we have to find out salary income of employee.

Statement of salary. Name of the Assessee = P.Y.2022-23 A.Y.23-24
Computation of salary.

Particulars z

Basic Salary (Note-1) XXX
Dearness Allowance (D.A.) (Note - 2) XXX
Commission (Note-3) XXX
Bonus (Note-4) XXX
Advance Salary / Arrears salary (Note-5) XXX
Gratuity (Note-6) XXX
Pension (Note-7) XXX
Leave salary (Note-8) XXX
Allowances _(No‘re.—g) XXX
Provident Fund (Note-10) XXX
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Income From Salary CHAPTER -4

Voluntary Retirement Compensation (VRS) (Note-11) XXX
Super Annuation fund (Note -12) XXX
Refrenchment Compensation (Note-13) XXX
Perquisite (Note-14) XXX
Gross Salary _ XXXX

Less: Deductionuls 16 :

1. Professional Tax (Note-15) (xxx)
2.Entertainment Allowance (Note-16) (xxx)
3. Standard deduction (Note-17) (xxx)

Net Salary XXXX

Note 1: Basic salary

Itis fully taxable.

Note 2 : Dearness Allowance (DA)

DA is fully faxable whether it is 'in ferms’or not in ferms’.

DA in terms means DA which is forming part of retirement benefit calculation. In all
the formulas, DA is considered only if it is 'in terms". If nothingis given about DA then

assume it is 'notinterms.’

Note 3 : Commission - Commission is fully taxable whether it is Turnover commission or
any other commission.

Note 4 : Bonus - It is taxable on receipt basis. I't only declared is given then it should
be ignored.

Note 5 : Advance & Arrears Salary

(A) Advance Salary : Advance salary is taxable on receipt basis. It advance against
salary is given or only advance is given then it should be ignored because it is treated as
loan.

(B) Arrears Salary : It means salary under dispute or increase of salary
retrospectively. Itis faxable intheyearinwhichit isreceived.

Note 6 : Gratuity

(A) Gratuity received during the employment - fully taxable for all employees

(Government as well as non-government employees).
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(B) Gratuity received at te time of retirement-

Exempt u/s 10(10)
l
v v
Govt Employee Other Employee
I
Fully Exempt POGA Employee Non -POGA employee
[EE coved under POGA,1972) l
Exempt Amount Exempt Amount
()15/26 x salary p.m.* x No. of years | (i)1/2 x Average salary p.m*. x No. of
of complefion of years of complie‘r'ibn
service of service
[rounding of f allowed] [ Rounding of f not allowed]
(ii) Actual amount received (ii) Actual amount received
| (i) Maximum % 20 lakhs {(iii) Maximum 220 lakhs

Salary p.m* Average Salary p.m*

(Don't include month of retirement)
Latest Basic salary p.m xx  Avg Basic salary of last 10 months XXX
(+) Latest D.A (both) XX (+) Avg DA(T) of last 10 months XXX

xx  (+)Avg T/O commof last 10 months xxx

XXX

Notes:

Incase of POGA employee if fraction is more than 6 months, it should be rounded off.
e.g. 30years4months=30years

30years 6 months = 30 years

30years 9 months = 31years
Incaseof Non-POGA employee fraction should be ignored.
eg:  30years 3months=30years

30years 11 months = 30 years
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Note 7 : Pension

- UncommuTed_Pension (mon‘rhl}f_pe.nsion) - Taxable for All employ_e.es

- Commuted pension (lumpsum pension)

Exemptu/s10(10A)
I
v v
Govt. Employee other Employee
e o
| b 1
Fully Exempt Gratuity also received Gratuity not received
Exempt=Total X 1 Exempt = Total X 1
amount pension 3 amount  pension 2

Total Pension = Full value of pension.

# Note -8: Leave Salary

It means en-cashment of un-utilised leave.

1. Leavesalary during employment - Fully taxable for all employees.

2. Leavesalary at the time of retirement,

Exempt u/ls 10(10AA)
v v
Govt. Employee Other Employee
Fully Exempt Exempt amount

(i) Leave credit x Avg. salary p.m.
(ii) 10 months x Avg. salary p.m.
(iii) Actual amount received

(iv) Maximum ¥ 3,00,000

v (whichever is lower)

[Avg of last 10 months upto date of Retirement]

# Average salary p.m

Avg. Basic salary of last 10 months XXX
Avg. DA (in terms) of last 10 months XXX
Avg. Turnover Commission of last 10 months XXX

XXX
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.-—-";""' LeaveCredit ! _
f——mit =Leaveallowed - Leave taken -
i 4t - l s o

s [Max. 30 days for every completed year]

Jr———

7 E’réll | VRS - Exempt u/s 10(10C)

(_i)Salar'y p.m. x 3 months x No. of years of completion of service,

. (Fraction IGNORED)
| (i) Salary p.m. x No. of remaining months of service:

(iii) Actual amount received.
¥ (iv) Maximum  5,00,000

__s_glaiy_p.m. = Basic+DA(T)+T/0 Commission.

T'__Nﬂé_ﬁ: Retrenchment Compensation.

A Exe@_pt u/s 10 (10B)

i —__ GY’_' Compensation as per Industrial Disputes Act.
| (i)Maximum5,00,000

*15/26 X Avgsalary of
- last 3 months
B (_B_asic + _DA(T) +T/0 Commission)

X No. of years of completion of
service (if fractionis more thané months,

then round of f)

# Note - 9: Allowances

5 Allowance Exempt uls 10 (14)

_ L | Commutation/ Transport allowance Max % 3200 p.m (in case of blind/deaf &
| (office «> Ghar) (Ghar <= office) dumb or handicapped)

_2. | ChildrenEducation Allowance Max 100 p.m. per child (Max 2 child.)
_3. | ChildrenHostel Allowance Max 3300 p.m. per child (Max 2 child.)
_ 4| Underground Allowance (Mines) Max % 800 p.m.

9. | Tribalarea Allowance Max % 200 p.m.

&S | Allowance to employees of Transport Amount received x 70% OR

~._| undertaking l 10000 P.m




Income From Salary

Traveling or Tour allowance

Conveyance allowance e e
9. | Uniformallowance Rl Exempt amount = Amount spej
10. | Dailyallowance e
11. | Helperallowance (for office Fu Pur'pose)
12. | Research allowance/ Academy allowance
13, | HRA-HouseRent Allowance [
| Exemptu/s10(134)
(1)40% /. 5__(_)2’,__1‘Hs_q_lary [BS + DA(T)+ T! O Commussnon]
(ii) Actual Amount r recewed _ _ F
N l_(l_) Rent paid -10% of f salary [BS + DA (T) + T/0 Commission]
_ ___ *50% if metro cities (Mumbai/D Delhu/Chennm/’ Kolka’m) 40% for other cities.
14. | Allotherallowancesare e fully taxable.
| *[Entertainment all allowance explamed Separa'reiy inNote-16]
- Note 10: Prowdert’r Fund_ i .
a. | StatutoryProvident Fund (SPF)
3 _ i Interest
n i ~ (exempt) 1
| Employee Com‘rlbuhon__ ’xI /_\ Employer's Contribution . ‘
(Ignore 2. _
i ’ _i Deducghon u)/'s éO & Sealil) ! :}
allowed R l ' O

Lumpsum amount received by Employee

onretirement

W s —

Exemptu/s 10 (11)
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o CHAW/SBOC ' Basic+ DA(T)T/0 Commission

Lumpsum amount received by Employee

onretirement
T |
e Exempt u/s10(12)
S

Note: Lumpsum amount received from RPF is exempt uls 10(12) if employee has

rendered service of 5 years or more, If employee rendered service less than 5 years

then exemption allowed in respect of employer's contribution and interest shall be

withdrawn. However in the following 3 cases exemption shall not be withdrawn even

though service is less than 5 years:

1. Employeeretired due toill health

2. Employee retired due to shut down of employer's business.

3. Employee has retired with the instruction that his balance in RPF should be

transferred to new employer,or to NPS A/C referred u/s 80CC D

Amendment by FA-21: Interest on EE's Contribution towards SPF/RPF

4

Exemption u/ u/s 10(11) or 10(12) not available for interest accrued during the PY to the

extent it relates to the contribution made by that person/employee exceeding

X2,50,000inany PY in that fund, on or after 01/04/21.

+

If in that fund employer not made any contribution, then, a higher limit of X 5,00,000

would be applicable.

=

1

o 1o e o e R R A

4

It may be noted that interest occr-ue.d on contr'rbuhon to such funds upte 31/03/21

—
|

. |




Uhucqgnised_'PmridentFund (URPF). L AR
' Interest(Exempt)

Employee Contribution ’}13/‘ “Employer's Contribution

(Tgnore) Aj—j_ | l A (Exempt) el

e —————

Lumpsum amount received on retirement.

18 e - '

EEcont”  IntonEEcont” ER cont” Int onER conts
L ——

rIFOS  Taxable under salary

Ignore Taxable unde

Note 12: Super annuation Fund

| Approved super annuuﬁ_on_fun_d ¥ g
- Interest (Exempt)

_Employgé;‘r;ibﬁion ’—\ "/“ Employer's Contribution y

[ASE ] (Exemptupto?750,000p.a)
[aspersec.17(2) (vii)] A

Y

lumpsum amount received on refirement

_ | Exempt u/s 10(13)
. | Unapproved super annuation fund - Treatment same as URPF.

: _Np:r_é 1_4 Eerquisitas se-c_l‘!(zT

| ]:_T_megnis E:_c'[t:a_bepfﬁ'r_ c_:fE{ed b_y employer to employee. It may be monefdr;;v or
| non-monetary. -
Differegt:_e between allowance & perquisites,

Allowance - It means monthly fixed amount received by employee from employe

Whether actual expenditure is incurred or not. It is part of salary, e.g. HRA
Allowance etc, | '

Perquisites - It means benefits or facility provided by employer. It is received whe
actual expenditure is incurred e.g. Medical facili Ty, car facility etc |
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1. | Leave Travel Concession (LTC)

B R——

(£ S A -_E"E'T?PT.U.(!]!Q@) i Sy ._._"___“*“ - |
i TR s
—T ———

Travel by Air PR 7 -
g f"—- -- Travel by any other mode _
TR " 1-51. e

 JI Exempt Railway facility ﬂailway;;ili:ry
SfRchiBres. ' Availble R
| v (ii)Economy class fare XX Exempt - I I
| (AirIndi) l(i)AcTualExp:_cx P
S . (ii)ls'r_dasshailwaymchre{:x |
e e ¥ - e . _
|  Recognised transport : =

_ Recognised transport facil i'ry_
______ ~ facility available Not available

| Exempt i Exempt 38
| _Li__(i)_Agua_l _EXP' : XX l (i) Actual Exp. XX
¥ (i))Deluxeclassbusfare  xx (ii)I“clc:ss_r-ail-way_ o 1N
B e, s SR . A fareof similardistance xx
Notes it

1__ LTC ‘?cempﬁ_on is available for Th; travel of er;;ﬁioy;é, his spouse, cHi!d}-;n* &

_ dependent relative - (Mother, Fa'rher_, B_;'o-rhe-r.' si S?e:r') —
| *Exemptionof LTC s available only for 2 childré.n bo;'n on Er‘ after UIO/IQ-QB__-

4 1) 1" time=1child 2" time = Twins betets Be

| Total 3 children = Exemption Allowed to all 3 children.
- 2) 1"time=Twins 2" time =1 child

Total 3 children = Exemption allowed to only 2 children.

___| 2. LTCexemptionis available for 2 years during the block of 4 years (current blockis
2022-25)

220 Medical Facility
I qa. Treatment in India

e \] l | deit
' Treatment in Govt. Hospital Otherwise
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Fully Exempt

Treatment Outlide India

. 5 -
Benefit of treatment B‘"‘f'”f ot

e e A I’rrsfuﬂyexempq,f

Excmpf upfo limit 3 :
o 22,00 OOOOThem.,w

pre.scrtbed by y RBI
Fully Taxable

i Benefrr of Travel

Notes:
(i) Medical insurance premium is f tu exem pT

(ii) Exemptionfor treatment is allowed for em
relative (Mother, Father, Brother, Srster-)
(iii) Exemptionof stay & travel is allowed only for_one pahent & one aﬁendanf

(iv) Exemption allowed in respect of any lllness rela’rmg to COVID 19 subje

ployee 5pou53 ch Jdren& dep

conditions as the CG may notify.
The employee shall submit the folu'owmg documents to The. employer -
(i) The COVID-19 positive report of the employee or famaly member; _
(i) all necessary documents of rne:dlcal treatment of the employee or his fmml,r
for COVID-19 orillness related to COVID-19 suffered within 6 months fr'om

of being determined as COVID- 19 positive; and

(iii) acertificationin re.sPer:T of all expendrrur'e incurred on the 'rrea*rment

“Loan " given by Employer to Employee at concess:onal rates of interest or wnhout i

rate of interest.
Taxable amount = Loanamt. x (SBI Interest rate - Actual Interest rate ) )

Notes:-
(i) Loan amount i is upto 220 UOO then mfer‘esf benefitis not taxable.

(ii) If loan is taken for'_t_re_*.a_fmg:ﬂ qf_gpgt_:ﬂ‘_ted disease then interest benef_i'r IS ne

even loan amt is more than 720 000
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—

RS —————

ﬂfﬂkmssf FMV of Gift is @mtm&amnafmm%n@c

fully taxable

= *5""‘ ESOP: Emhlomsfock option plan e
e nmnsCempanyoffers shares to employeea'r concessmml r'aus . P
aaan 7 | Taxable amount: - FMV of shares - Issuepnce Tk RES
s FMVsh_O'-"d befakenonfhedefeonwh:chophonrsexercns.edbycmplwee ral
- r'—a_seofMoveubleassef ozl e, A G
_.———'—"-_.__-- i =
a.Computer / Laptop - Fully exempT
e b. Otherasset (TV, AC, etc) i
| . Bl - i T s = B 0 (L
Owned by Employer e __ HiredbyEmployer
- _I‘lx_ﬂ_blf amount =10% of cost g Taxubleumount - Hire charges pald byEmployer-
IR = -—— e _—— — - ——
7 Transfer q_f @c_wable Assets
S (e gla
ge . T ! ey =< =5 e, o —
Computer/Laptop ~ Car Any other asset
Taxabreamoum Taxable ur;t;mT At _?dxal:;gumounf_ |3
= WDV - Consideration = WDV - Consideration = WDV - Consideration
Depn@ 50% on Dep"@20%on - Depn@10%on
WDV Method WDV Method SLM Method

Note: Dep" should be computed for every completed for year.

Lunch Facility
It is exempt upto 250 per meal, if lunch is provided in of fice premises or through Paid__
voucher.
NOTE: (i) Tea,coffee, or breakfast provided inoffice - Not taxable.
(i) Lunch is provided in remote areais Not taxable
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| Sec 17(2)(vil) : Employer contribution towards Recognized Provided Fund (g

e

Pension Scheme (NPS) referred u/s BOCCD, Appmdmnnnumionp“

| excessof 7,560,000 is treated as perquisite in hands of EE and Taxable

i

PC_- Amount or aggregate ! of amounts

! 5;1:—17(2)(;riin) Annual Acmtron by way of Infcr'uﬂ’dlwdtnd/sumnlq,- ,

contribution of more thun 7,50,000 by ER also treated as perquisite in hqnd' of B
(Added by FA-20 we f ”

‘ Taxable. ab St

Caicufaﬂon uf Amua! Accretlon of Interest, dividend etc in PY
- ;‘P-:".(PC{:{!)*R +(PC1+ TP1)"R
TP Tabelg p;";t.l_l#lte under section 17(2)(vua)for the current PY.
of ER's contribution in excess of ¥ 75 3

RPF,NPS and ASF during thePY.

PC1: Amount or aggregate of amounts of ER's con'rrrbu*rmn in excess of X 75

RPF, ! NPS and ASF for the PY or years commencing on or after 01f04/20 othep

the current PY

TP1: Aggregate of taxable £e.rqu:sd'e u/s 17(2)(vrra) for the PY or years commenc; 1..

orafter 01/04/20 other than the current PY.

R I/Fovwg. >i

I : Amount or aggregate of amounts of income accrued during the current PV n

NPSand ASF.

Favg : (Amount or aggregate of amoun'rs of balance to the credit of RPF, NPSa

on 01/04/22 + Amount or aggregate of amounts of balance to the credit of§

NPS and ASF on 31/03/23)!2

Note : Where the amount or aggregate of amounts of TP1 and PC1 exceeds the:

_or aggregate of amounts of balance to the credit of the specified fund or s
01/04/22 then, the amount in excess of the amount or aggregate of amounts of

balance shall be ignored for the purpose of computing the amount or aggreg

| amo;nfs_&f TP1andPcl.

Example Mr. BaIa is appointed as a CFO of ABC Ltd. in Mumbai from 1.5.2021. Hﬁ

salary is ¥ 5,50,000 p.m. He is paid 10% as D.A. He contributes 11% of his pay @

towards his RPF and the company contributes the same amount. The accumulated
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'r—"wlng‘rhﬂ’y 2022-23- X7,50,000=%48,600
| RPFduri

Iincome From Salary

X |‘n ppF as on 14,2022 and 31.3.2023 is 15,35,000 and ¥33,55,000. Compute the
B perquisite value chargeable in the hands of Mr, Bala u/s 17(2)(vii) and 17(2)(viia) for the

" py.2022-23.
e

Solution: -
1. Perquisite vulue taxable u/s 1?(2){vu) X7 98 600 , being 2ing employer’s con‘rribuﬂon #o

2 Annunlaccr'ehonon perqumfemxebleu/s 17(2)(vu) (PC/Z)*R +(PC1+ TP1y"R
B (48 600/2)*0 091_+0 = %2211
PC ABC LTd s contribution in excess of X 7.5 lakh to RPF during P.Y. 2022-;?3

=X48,600

PCI Naismce empfoyer- s confrlbuhon islessthan % 7 5 !akh to RPF in P Y 2021 22
TP1 Nll e

e — —_—

R I/Favg 2,22 ,800/24,45,000 = O 091

_'___'___‘,,_.-.—-—

e —

I :RPF befance as on 31.3.2023 - employee s and employer s confrlbuhon durmg the

year - RPF balance ason14.2022=%222 800 (¥33 55 000-%7 98,600-%798 600

-X15, 35 000)
ang : Balance to the credit of RPF as on 1 April, 2022 + Balance to the cred:’r of RPF as

on3 31 March 2023)/2 = (%15,35,000 + 33 55 000)/2 24 45 000
Note - Since the employee s contribution to RPF exceeds 2 50 ,000in theP.y.2022- 23

:m‘erest_c_m %5,48,600 (i.e.,X7,98,600-%2,50,000) will also be chargeable to tax.

— e

Rent Free Accommodation (House Facility )

- ¥ daci oo SR W
Govt. Employee Other Employee
Hogdhy | -

i | ¢ ="

_'I:axable as per Owned by Employer Hired by Employer
Licence fees Taxable amount = Taxableamount =
decided by Govt *7.5%/10%/15% of (i) 15% of Stzlnr'y

Salary (BDBACM) (i) Hire charges paid

T by Employer

Furniture also provided
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OwnedbyEmployer Hired e X

ao_:ifcm ___ﬁf@,chﬁr‘s%’ paid by Employer

Notes:

1. Populationupto 10 lakhs
»>10 Lakhsupto 25lakhs
> 25 Lakhs

. Meaning of Salary - BOBACGMIS S o
B - Basic salary A- Taxable Allowances

D- Dearness Allowance_(‘l‘)

i Commrsslon(AH)
M O’rher monemrymcomeexcludmg i

B- Bonus
. For computing BDBACM perks should an be consade.re.d
~ BDBACM should be calculated on due basus means salar*y of curren'r Per‘rod

considered. Advance salary,arrears Salary should be ignored.
. For computing BDBACM, retirement benefit  should not be cons:dered ie.

Pension, leave salary , VRS, Refrenchmen‘t compenSc:‘rlon lump sum amoum

efc.
~ BDBACM should be considered for the fime for which assessee had accupiedy

house.
7. Employer contribution towards PF & interest on PF should also be not considered!

Hotel Benefit
Taxable amount = (i) 24 % of salary (BDBACM)

(ii)Hire (Rent) charges pcnd by Employer

Notes:
1. If hotel facility is provided at the time of transfer of employee & if |1- is up

days, thenitis not taxable.

2. In house facility & hotel facility if employer recover any rent from empl’o
such rent should be deducted from above taxable amount.

war Borana 56




= R_e

is owned by

= F — N

- i i D

OR  h

o “Hired by Employer Hirech@aﬂ el .i
: by Employer
Driver's salary (If paid by Employer) = XX XX i
+
Running & maintenance charges = XXX
(If paid by Employer)
X X X X

c. Carisused for partly office & partly personal purpose (POPP).

POPP
\J : R
Car owned by Employee Car owned by Employer
Running & maintenance charges paid by Running & maintenance charges paid by
e 1
v R, A v Y
Employee Employer Employee Employer
l il e ‘Taxable amount Taxable amount
Mobenefir = 0 | '“ +
P liaxable - 600 pm /900p.m 1800p.m. / 2400 p.m.

. I | |

| -tupfo 1600cc) (>1600cc) (upto1600cc) (>1600 cc)

Y

Taxable amount

Running & Maintenance charges

paid by Employer XX




. s -u,_‘

CHAPTER - 4

(- moom /zmm | (xx)
(upto 1600cc] [> [»1600cc] aden
Notes:
1. Ifemployer also prowded drwer, . then2900 pm, should be added 1 ﬂbov,
amount.

————

p—————tl

2. If more than one car is pr-owded for POPP then one car is taxable g, .

above standard ‘amount & ofher c
fullyused for per-sonal pur-pose

t Emp!oye.e. (Fr'ee tickets)
es & Railway facility is fully exgmm

(i) Forairlines& r'ml‘way employee Airlin

(i) Forother zrnpl‘oyees -Itis fully Taxable.

(i) For children - It is exempt if value of education is upto 1000 p.m. pep

education is proﬁ_iaéd in employer's own institution or institution where ¢

have fieuﬁ;;s, otherwise fully?axable.

Gas, Elecfr:i;:i’ry_ & Water Supply - Fully taxable

_Telephone / mobile bill paid or re-imbursed by Employer.

Goods sold by employer to employee at reasonable price.

13. Tr-ansPorf rt facility lity for Trcm5por'
14_ | Education Facility )
(i) For employee. Fully exempf
(iii) For other relatives - Fully taxable.
15.
16. | Free Servant =+ Full}; Taxable
17. | Anyother Perquqsr’re — Fully taxable
1 # x Fcllc;iﬁ; ;;tz_rc_;wsﬁes are Fu”y Exempt !
1.
2. | Scholarship to employee's children.
I _3..
4.

Tax on Non- monetary perquisites paid by employer.

CA Bhanwar Borana
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e SEsS —¥ .
‘ R T R ) ty . _yGratuity H'N-we-":."
e —————— (NonPOGA)  Hotel facijin
it Allowance (POGA) S s e i
Al 1 ‘ ce : $ i mvg.‘:'»alag__ e * =
Only Basic. BasiceDA(Both) | —>HRA BDBACK
Scl —> Cﬂ'[f‘_‘l'o RPF
: oy VRS
g __,H_R_efrenchmen'r Compensahon
Basic+ DA '(T) + T/0 Commission
Rebate u/s 89 for Arrears of salary = 3

To calculate the relief, the following steps st should be Taken

Step 1: Firstly, calculate the tax due in the current year by including The arreq

your total income. Py ol
renf year by excluding the arregpgy

Step 2 : Now calculate the tax due in The cur

‘your total income. ol

Step 3 : Compute the difference of of 'rhe fwo f:gures of Step 1 & 2 and let's s m" :

differenceas 'X'. st J

Step 4: Now Calculate your tax due | in 1 1'he. year for which the arrears have bq

received by including the arrears in your total income. S |
‘__""".I

Step 5 : Then Calculate your tax due in the year for which the arrears hu%

received by excluding the arrears fromyour total income.
i = S -

|
N

Step 6 : After that compute the differem_:g_of_*rhe two figures of Step 4 &5 éné E

call thedifferenceas'yY'.

Step 7: Lastly subtract X (Step 3) from Y (STep 6) and you will get the relief ame

Perquisite Taxable

As per section 17(2) ESOPs or sweat equity shares are taxable as perquisite in hd

of employee in the year in which shares allotted to employee.




he ﬂhm on the date of exercising of the mm hare i

| gnized stock exchanges, the FMV shall be the ava of on.
| | closing price of the share on the recognised stock exchang
ngm_m@g inthe share.

) Wﬂﬂd further that where, on the date of exercising of the option, there is o

ﬁ"ﬂd"!! in the share on any recognized stock exchange, the fair market value shall be— |

(a) the closing price of the share - On any recognised stock exchange on a date

closest to the _dgj'g_of_gxﬁg_g'_sling__gf the option and immediately preceding such '
date;or

(b) the closing prnce _ctf the share on a recogmsed stock exchange which records

the highest volume of trading in such share, if the closing price, as on the date

closest to the date of exercising of the option and immediately preceding such

date, is recorded on more than one recognized stock exchange.
(ii) | Ina case where on the date of - of exercising of the option, the share in the company is

not listed ona recognised stock exchange, the FMV shall be such value of the share in

e

the company as determined by a merchant banker on the specified date.

# | Saleof Shur‘e._s B‘f ém_ploye.e i

| At the time of sale of shares capltal gain qpphcnble in hands of employee as follows
Computation of Capital Gain

Full Value of Consideration ~ Sale Value
Less: Cost of Acquisition FMV of shares as per rule3(8) |
LTCG/ STCG XXXX

61
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CHAPTER - 4

“
Income From Salary

er from the date of Allotment of Esops' h"/.

In Th:s case POH shqll be qansrd

o e e ——

rt-ups referred u/s 80-IAC
Salary (w.e.f. AY 21-22)
ase of ESOPS within 14 days from.
he end of therelevant AY or

# | Taxabilityof € EsoPS in case of Sta
Amendment in sec'hon 192 TDS on

Eligible Start-up r*eqmre todeduct TDSin¢

(M after the e.xpur'yof 48 months fromt | _
_T{}-i) f;o;;ila da're. of fhe sale. of such specified security or sweat equity she

S

GSSESSGB or

(m) fr‘orn The date of the assessee ceasing to be the employee of the start-yp
the basis of rates in force for the f*“ﬂﬂam

whlchever' is fhe enr'llest onh

which The 5cud SpECIfled SGCUPITY or sweat equity share is allotted to emp _-_:F

f
Similar ame:ndrne.nfs aléo made in followmg sections: ' ““HI
191: Assessee pmd tax drrecﬂy (If TDS not deducted) =
156: Dema;&ﬁohce by Depar'rrnenf -
140A: Reduch;;f:rax paid u/s 191 for calculation of self-assessment tax i

_J'

Example : 1 Mr' Sudeep (age 34 years) is an employee of Gupme Foods Pvt. Ltd. (elsg‘m

star'?-upas per section 80-IAC).

Basic Salary 5 250,00,000 E
DA S ¥5,00,000
Leave Travel Concession ¥3,00,000 (assume Fully Exempt)

Company allotted 5,000 shares @10 per share as ESOPS to Mr. Sudeep in the monthg
Dec. 22. FMV on the date on which option exercised is 6500 per share. Calculate TDSH

be deducted for AY 23-24 assume employee not opted section 115BAC.
Solutions: o j
Computation of Total Income & Tax Liability Py 22-23 AY 2 ]

B

I Al - | 62
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e [ ;4. 3 . L“': sw AL ion I
! ¥ T : NnTmusmcrmm’ -
~ | TaxonTotal Income = 1
; »>2,50,000 upto 5,00,000 - 12,500
| »500000upto1000000 1,00,000
— >10,00,000 upto 3,79@5000 1,10,70,000 |
(i il 111,82 500
| Add: Surcharge @ 25% 2795625
Rt Sl : 139,78 125
e Add.: Health & Egu_c_a?_iqn_ Cess 559,125
| Net TaxPayable SRR 1,45,37 250
| Average TaxRate. for AY 23-24(1,45,37,250/3,79,00,000) 38.357%
Tax'tobe deferred as per section 192(1¢) [38.357% of 3,24,50,000] | 12446800
Tax to be deducted as per section 192 in Py 22-23 (AY 23-24) 20,90,450

Example: 2 _

20/07/2024. What will be 'rax_'rrea‘_trn_e;f? _

e e —

— e e —

5"PP°$_L"'*_¢P°"£ exar;up-l% }vir{_sd&éep transfer 2,000 shares for 9,000 each on

Solution:

Computation of capital gainin hands of Sudeep

PY24-25 Ay 25.26

Particular [POH : Dec. 22 to 19/07/24)

Amount ,
.___E” quue of Consideration (2,000_): 9000) i i | IEQQO_OOO 3
Less: Cost of Acquisition (2,000 x 6500) 1,30,00,000
. e L ST0E 50,00,000 |
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CHAPTER -5

-
Income From House Property

Computation of income from House property. _ _ —————
py.2022-23

Mumcupul_value
{1 TRairrent

_ = E;:-Eéver is hlgher
_ B J, Sfandard Rent

;.___ . T.Expeﬂe-d I_Eenf a b &

Actual Rent
Gr'oss Annual Value.{GAV)

SHE )Mumcnpal taxes paid

Ne’t Annual va!ue (NAV)

( )beduchon u/s 24

(n) standard deduchon @ 30% of NAV

(i) interest on loan

| | TIncomeFrom house p property

—--J—‘ﬁrﬁs ==

Mumc:pal value: IT means value of pr*oper*’ry as per mummpuh‘ry record.

5. | Municipal Taxes.
a. It means tax which is recovered by Municipality, local Authori ty.gram panchaya‘r
b. It isalsoknownas house Tax, property tax, local tax etc.

c. Itisallowed onpayment basis [paid - Allowed: 0/s - Not allowed]

Q.

. Itisallowed only if it is paid by owner.

K: *':'\ F;F]d nwar E‘.-- -
: ez Orane
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Income From House p"‘l"'!lv

CHAPTER -8

Intereston Loon

I'EE:"_S# on Ioun is allowed ag dzduchon

if loan i
P"“‘F'G"“‘:'i €. purpose, ccnstruchon Fepair, = Taken for the purpose of house
Loan may be taken from ban

AInte_MST is allowed on due bos;s[pa,d_ Allowed; o/s - a family etc
075 - Allo
Interest onInterest (Penq| interest)is not allowed as .
- eduction
|
. ==
LOP/DLOP \’L
PR A l SOP (upto 2 houses)
v - v | 1
“No limit Special case N
(total int allowed) Of'mﬂilmse-
il — (Dloanis taken on or after 1.4.1999 max 230,000

A iy ﬁr;.gr F'ﬁu _-‘UI'."T-IJ“J

(2) loan taken fop purchase or construction of
. house property.

————

+-

then construction
should be completed within 5 years from the end of
the year inwhich loan was taken

|

e Max.32 00,000

' (3) If loanistaken for construction

Any fresh loan is taken for repayment of earlier loan & earlier loan was taken for the
purpose of house property then interest of fresh loan shall be allowed as deduction.
Interest paid outside India shall not be allowed as deduction if TDS not deducted on
such interest.

Pre-construction/Acquisition interest : It means interest paid before the year in

which construction was completed. It is allowed in Five equal instalments from the

year inwhich construction was completed.
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CHAPTER -5

income From House Property

Example: Tanzila taken a loan from SBI Housing Ltd, for ¥12,00,000 on 373 .

| Shemadeprincipal repayment as follows
142020 300,000

| 1102021 4,00,000

F 11.2023 2,50,000

" Colculate interest deduction u/s 24 for P.y. 2022 - 23. Construction com_-

14/02/2023. Rateof m?eres‘r @ 12 /u

Solutlon )
OYE - ] 1 2
2019-20 12 00000x12%x4f12 48,000 2,40,000 = 748,000 -._
| 202021 900000 12% x 12/12= 2108000 5
| 2021-22 (900000 x 12%x6/12]*  [500000 x 12% x6/12]
54000 + 30000 = 84000
= 2022 23 [5000000x12/ox9/12]+[2 50,000 x 12% x 3/12] :?52,50_6
= - 45,000 ' 7,500
e =248,000 o
; 4 ___—?ofﬁlfﬁierésﬁorﬁ.Y.23n24, @
L # Un-reallsedR;r;E;e&eryofun reahszd Rent. | u
3 ActualRent-_F_te_.ntie_cﬂnghRe:cewable unrealised rent. :

Unrealised r'ent I? means rem‘ which is not recovered by owner from tenant. Itis Iﬁu

Bad debts of rent, it is deductible while calculating actual rent if foHow:_ng_foq

| conditions of Rule 4 are satisfied.
| 1.Tenancy should be bonafide. |
2. Tenant should have vacated that house property. B |

3. Such tenant should not occupy any other house property of same assesse
4.Reasonable step should have been taken for recovery of unrealised rent. -
Note: Asper ITR FORM unrealised rent can be reduced from Gross Annual Value.

# Arrears of rent : It means rent under dispute.




Income From House Property

CH 1‘-!"1’}:'.9 « B
# [ Sec 25A: Recovery of un-realised rent & arrears of rent.

—

Recovery is taxable in the year in which it is re

e

ecovered, under the head house
— property. whether the assessee is the OWNER of the property or not is that Financial

year. Any expenditure incurred for such recovery shall

Taxable Amt = Recovery x 70% [ 30% std deducﬁon]
Example:

be Ignored

) | Unrealisedrent = 60,000(forP.y.2010-11)
~ | Alowedby AO = %35000.

Recovery durmg P.Y. 2022 23 = z 52,00(5

-
-

Taxable amount Recovery - Disallowed easier

_ = 52,000-25,000
i = 27,000x70%
: = 318,900/ _
i Unrealrsed rent g2 _1590$(_f°,- P.Y.2010-11)

i D:sallowed earlierby A.O. = 322 000
&0 | Rgcove?dt.l_r“lngpy 2022 23 = " i %45906 ' it

¥ A Taxat;le. amount = : 4 45,000 - 55_22_(500 - -

T iR = 223000x70%

T ‘K = 216,100/- | ' )
b | 3_} l]_r}?eqli_sed rent = 4 50_,000 (for P.V_. 2616-11) =
~ | Allowedby Ao, = 20000 000
] _I_Q_ecovery duringP.y.2022-23 = Z 18;0_00

T _Tuxuble amount = NIL

# | OtherExpenses.
Repair & Maintenance
Society charges

Parking charges

Not allowed because 30 %
Insurance charges

Standard deductiononNAV
Electricity & water charges

is allowed
Lift charges, etc

CA Bhanwar Borana
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@ From House Pro perty

—______..——'—""""_ o -
Assessee owns more than Two SOP.

I #._.4___,,—- f such house properties (at th

= Tweol T rTies (at the option of Assessee) trentast o i &

| e)t : ray

_ e e | tcdasDLoP ) rm"d“m&remw‘lng

(;om;ep'r of Jom'r ownership.
| 2tk e [So-sunership) means P"°PEPTY is o_v.v_ne:d by more than one own

] wner, in
* ?h:s case, income from house property is cnlculm‘ed normally & thereafter it should be
dwuded between co-owners in their ownership ratio.

- " Interest onlLoan

.7 _i

-’LPI/DLOP S0P -
> ~ Fullinterest . 30,000/ ?2,00_,_060-
_allowed X No. of co-owner

# | Conceptof composite Rent
Composite rent = Rent of House property + Rent of other assets & amenities.
- | RENGASETS O _

s v v
_ Agrement is separable Agreement not separable

| !

Ret'r of HP Rent cif‘ other assets Total rent taxable
[ l under IFOS/PGBP

Taxable Taxable under

under IFHP IFOS/PGBP

Note : If let out of property not feasible without other asset then total rent is

taxable under the head income from Business / Profession or income from other

sources whether agreement is separable or not. Eg. Hotel.

CA Bhanwar Borana
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fers any house property o a minor child (othe
w*l' conlidcmﬂon or inadequate considerc

e e

e —
e i—
—_—

tre.a*r_e_d- as ée:éﬁ;ed o

1 . 4_ '.l 'Holder of animpartible estate.

"# | AmendmentbyFA 2019
Section 23 to provide that if assessee owns 2 houses or more ﬂ_'lan he can clum

value of any of the two house properties as NIL.
Thus, if assessee has more than two house propzr'fles he_c_uﬂ claim that the

value of any two house properties shall be nil which:
(a) areinoccupationof the owner for the purpose: of his own residence; or

(b) cannot actually be occupied by the owner owmg to his employmen? busi .m_';
profession carried onat any other place and he has to reside at Thaf other place

a building not belonging to him. N s 2
Hence, with effect from AY 20-21, a person wiH be able to take annual value

L
ST

respect of two house properties msfead of one tf aforesaid conditions are sc

* | Theconsequential amendment has also been made to section 24 (b) that the aggreg

amount of deduction of interest on loan taken in respect of two residential |

properties, whose annual value is treated as nil as per section 23(2) shall
exceed 30,000 0r%2,00,000, as 1'he case rnny be. 1:




el

] ,_nrglhg Setﬂon

mmun‘r received under Key-Man insurance policy.

Tﬂ; gift/ benefit/perquisite arising due to business or profession.
r—iﬂi interest, salary, bohus, commission received by partner from partnership

-Erm [to the extent allowed u/s 40(b) to firm].

Non-compete Fees [not car-rymg out any activity in relation to any business or

profession or not sharing any know-how, patent, copyright, frade-mark etc.].

Income derived by a Tr'ude professmnal or similar ar association from specuflc service

FMV of inventory ason The da're. on whlch |T is conver’red m1'o Caprral asset,

Any compensation or o'rher payment due to or recewed by, any person, at or in

connection with ’rhe Te.r'rnma’rlon or modlflcatlon of the terms and conditions, of any

Accordingly, any cornpensahon received or receivable, whether revenue or capital, in

connection with the termination or the modifi ication of the terms and conditions of any

contract relating: ?o its business shall be ‘raxuble as business i income

9.
perform for its member
0.
11.
contract relating to h:s busmess
|
-

Speculation Business o | §

It means a transaction in which a contract for the purchuse or sales of any

commodity mciudln;_:; stocks and shares, is perlodrcaily or ultimately settled otherwise

than by the actual délwer*y or h‘ansfer of 'rhe. commodity or scrips.







_ _:2. fﬁm of Lmse ) reci‘uflon is ql

Financial leaseoropemﬂng quse[cab'rcircufnrj: -
3 In case of Hire Purchase , Gssessee get

gets the ownership only af-
of last instalment but he can claim depreciation from Balte o

i

- s i ik .Ir-.l -
assessee is the owner from begmmng >l .

4. Depreciation on asset partially owned

bmem ssessee shall be allowed to
him to the extent of his share in asset. 2 , i

5. In case of stand by machinery and emergency spares

. the depreciation

shall be allowed even if f they are ready for use & not ﬁiﬁfn

Classification of Depreciable assets

. N v

Tangible Asset Intangible asset

! IO oRE] .

Building furr}_iit_lrfta'_ Plant & Machinery class IV
ClassT ;iﬁss T cl'c_gs”s_I_?q: ;
Rates of Depreciation sl
~ Assefts P cedi Rate (%)
Building S
I. Residential g R ey 5
ii. General _ Ui W, 10
iii. Temporary Structure 40

Furniture & Fittings 10

10









iso to Sec. 32(1)

bqwecuﬁon is restricted fo 50% if asset put to use for

the year of acquisition, Restriction applies only in the year of acquisi

Year of acquisition Year of put o use Depn allowed

less than 180 days

PY. 2021-22 P.Y. 2021-22 PY.2021-22

| py. 2021-22 Py, 2022-23 PYy.2022-23




[l
-
3 = A i - -
.

>
3

l ] P

S P e

()salevalueof assets (5.

Capitalloss  2.80,000
501:5-_;1:411_‘;, ' e
* WDV can be nil but
Never negative

Compuftation of capital gain 7 k
i 520000 |9
(-) opening wdv + asset acq. during PY (8,00,000)

s (280000)

S iSTEL 0 0 o [Berte e

Note: In case of Depreciable assets there i's-'&lw_ays' .‘E‘rT?:G;‘T :- :; :u-_,*: .

b) | where Some assets of block are transferred

_? :t - -m »

Opening WDV of block

6,00,000

600000 5

(+) actual cost of asset acquired

2,00,000

200000

(e

8,00,000

8.0.0-,' et

7 -

_i;-_) iale valug of asset

8,00,000

6,20,000

a~

X

1,80,000

sale price

9,10,000

620000 <

Asset

Yes

o = WDV No WDV Yes
C . Depn No Depn Yes

14




el

i. Second hand P&M.

ii. Any p&m installed in office premises or residential accomme
iii. Ships, aircraft & transports vehicles

iv. P & M on which 100% deduction allowed

Additional depreciation is allowed Only in the First year in which it is put

use. If put to use for less than 180 days then 10% depn shall be al
Notes: .

If additional depreciation allowed at Half Rate [asset used Ie

then balance half rate depreciation shall be allowed in Next year.

Forklift Truck used in factory is not treated as fransport veh:cle

additional depreciation.

Business of printing or printing and publishing amounts fo manufac

of an article or thing and is, therefore, eligible for additional d

Circular)

Additional depreciation is allowed only if assessee follow WDV met

allowed to Power units if they follow SLM method.
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il T
Amount deTt:
MIPSTRPR Eeey e o
apoproval ot o4 o

ormally AO tak

| mwnv a e

Re-acquisition of asset sold.

(ii) R [
4A | Asset Purchased & Leased back to WDV of fhc': s o)
the same person
5 Building was used for personal Original cost
purpose now brought into business. (-) Notional depn till d e =
at current depn rate f*___
Actual cost
6. | Capital asset transferred by holding Cost / WDV fo the
= Co. to 100% subsidiary Co. or 100% company.
‘lll P Subsidiary Co. to holding Co. [Sec. A7
: (v)/()] e E
} 7 Transferred by Amalgamating Eq_ to | Cost/ WDV to Amalgamating
'a-_ B Amalgamated Co. eho IR T
| 7A_ Transf;r;c_e,a by DQ@-@Q& to CosT / de to demer-ged Col
| Resulting co. i e
e 'Assef acqmred ou1- of Borrowed fund. | Interest upto first put to ise
| of actual cost.
9 E;c_c;se dufy Custom dufy 65T e’rc ; '_DTTY_ in respect of which Cei

CA Bhanwar Borana -
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claim not allowed forming part
AcTuaI Cost




" Actual Cost allowed as deduction u/s
35AD and capital asset transferred
Wsmcufled business after 8 years fr'om

-l'he year of acquisition or transfer by way
of transactions referred in section 47. o

—

Explanation 7 9‘_!" Section 43(6) ”
in cases of 'composite income', for the purpose of compt ——
ossefs, the total amount of depreciation shall be comput

composite income of the assessee is chargeable under th

depreciation so computed shall be deemed to have been “actually
assessee

Example

As per rule 8 income derived fr'om the sale of tea grown and manufac e’k

such income shall be. deemed to be income liable to tax. If the fwmver

lakh, the depreciation 1 lakh and other expenses ¥4lakh, then the income mu!d'f
be. 515 lakh. Business income would be %6 lakh (being 40% of %15 lakh). As per
_earlier Court decisions, only the depreciation "actually allowed” i.e., 340,000, being
40% of 21 lakh, has to be deducted to arrive at the written down value but as per

this explanation fotal 1 lakh shall be reduce to compute WDV.

83
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5 O deP" for 1 year

(-) depn for 2" year

Opening WDV in 3 year

Tax treatment in the year of sale (3rd year)

a) Sale value 72

(-) WDV (80)

Loss - P&L (Dr side) (8) — Terminal depn all

u/s 32(1)(::!)

b) Sale value 89

(-) WDV s ey

Profit - P&L (Cr side) 9

— Balancing char'ge-': axi

under PGBP | ‘

c) Sale value

—

Profit

20 [upto cost of st 17 [SP > Cost]

Balancing char'ge. mxuble. u/s 41(2) STCG u/s 50A

A Bhanwar Borana 84
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- an umounf exceeding % 10,
se of electronic clearing s

wouid not be ehglble for deduchan

~eciation not allowed if deduction claimed u/s 35AD. :
ely. As per

i LdSSof SFBCIfIGd business can be carried forward indefinit
f. assessee has to file ROT upto due date of ROI for c/f of losses. < 3
| If'dsséf(on which deduction claimed u/s 35AD is allowed) sold, then '“:
pm:e shall be taxable as PGBP [Section 28] |
loss of specified business can be set off only against specified b
 irrespective of whether the latter is eligible for deduction under *'-.:-
Example: A assessee can therefore, set-off the losses of a hosprral
begins to operate after 1/04/2010 and which is eligible for deduchon

against the profits of the existing business of operafing a hospital (wit
_star or above category) started be.f re

=

beds for patients) or a hotel (of Two
even if the latter is not eligible for deduction under section 35AD.

If deduction u/s 35AD is claimed then deduction u/s S80IA to SOR

4 9

deduction shall not be allowed.
Incase of Hotel (2 star or more )if assesse fr-ansfers operahon to another e

assessee shall be deemed to be carryingon the specnf ied business.










Deduction for PY 22-23 =




"~ | Deductionallowed to employer [subject fosec 438]

| () Actual contribution

(i) 10% of salary [Basic +DA (Terms)]

whichever is lower

Sec. 36(1)(va): Employees contribution towards welfare fund.

Any sum received by Employer from Employee as contribution to PF, Super

fund, EST efc. is deemed to be PGBP if such sum is not deposited in =j;5_~_.-

up to the due date to such fund.

1. PF due date is 15th of next month.

2. If any amount deposited after due date of fund, then it will be tr ._:;-_-_7-'

income of employer and never be allowed to employer. h 4

3. As clarified by FA 21, here due date means due date of Fund _

of ROI as per section 43B. 2

Sec. 36(1)(vii) Bad debts

! 1 4

Actual Bad Debts Prov. for

nwar Borana
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surcharge, cess,.)

Indirect taxes

(6ST etc.) Allowed
[subat.::f_.._.-

Penalty - ‘Breach of law - Not Allowed

Breach of Confracf (Contract of Revent

Freebies ( (gif’rs , cash, travel facili

illegal e:é;_)éri;és -Not allowed

Interest on loan taken for payme




as i Lo,
) TDS deducted but not paid to Govt u
~then 30% of such sum shall not be allowed as deduction

deductible till the date on which payee furnish his ROL,

Bhanwar Borana







hich i i‘f-ﬁ;ﬂ":




+ MQ" currency or travellers cheques
Payment for purchase of product manufactured op p

in the nomgj

“cottage indusiry, o the producer of such pr-oduct

1 Sec. 40A(7): Provision of Gratuity - Not Allowed
Only payment o Approved Gratuity Fund or provision fo,-
payable during the P.Y. (due basis) is. allowed a;di[lctm T
l_r,.__# Sec. 43B: Expenses allowed on Puyment Basis = ; [h
g Following expensesare allowed only if they are PAID upto ﬂledug dateo
55 asper Sec.139(1).
" q) | Any tax, Duty, Cesi_ i ' "1, il
b) | Employer's corn‘ribuﬁon towards SPF, RPF, Approved 6ratuity Fund, |
Annuation Fund, New pension scheme, anyfundaspe.er
) | Bonus or Commssmn_;rogmpioyees
d)

Interest on Ioan o any PFI, State Financial corp, state mdlufrml

scheduled Eanks [scheduled bank include co-opertive bank other

 bank]

agricultural credit society or a primary co-operative agricultural and rural des

(Lo}

36



05 it +aking NBFC" m
";;posits and having total assets of not less
ast audited balance. sheet and is -reg.lsfered with
at "le;'on loans has been convertedintod loan or borrowing
ned ﬁﬂﬁ'hé'lﬁtélﬁesﬂis paid of . Interest shall only be allowed , o

he P’ wﬁichsuch msfajmentsar'cpmd
able on loan is converted info debenture or any otheri

m,lggﬁﬁuty topay is deferred to a future date shall not be treated as actua
(Added by FA 22, w.e.f. AYz

# | Sec.43A: Asset acquired from foreign
| If any asset is acquired from a foreign country through a loan in foreign

r | foreign suppliers credit, any loss/gain arising at the time of payment shall k
i) qi#l’h;rhe-ﬂlackofassgt

e Adjustmenf is made only at the time of actual payment of foreign loan or supplier J -

2. | If there is gain then reduce from block of asset & if there is loss then adde
| block of asset.

3. | Profit or Loss on hedging contract for meeting out the loss inuf_oreign currenc "-3";
towards asset acquired from outside India shall also be reduced or added % -

asset.
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Yy
4

ing particulars relating to an resident indivi [

e ,ﬁbﬂseéras_s-ﬁeceipfs do not exceed 2 2 crore ..'.".
ween A.Y. 2017-18 to A.Y. 2019-20,
AY 2017-18 AY 2018-19

18000000 190,00,000  2,0000.009

AY 2019-20

xation(2)  14,40,000 15,20,000 10,00,000 ~
8% 8% 5% o

_ YES &S  non
2 M aneligible assessee, Opts for presumptive taxation u/s 444y

2018-19 and of fer income of 2 14.40 lakh & 2 15.20 lakhon

re & ¥ 190 crore respectively, P:Ig»;eve;‘-, for Al

106




ILAED

-

¥ 7,500 foreveryr
ze can also declare a higher

nisapplicable if assessee owns M
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18 1 mnon
P et e e B LG

o

Iflﬂs dtbrmfﬁ

B

= Lﬂj..‘.
Baok Profit means PGRP b,_
’tosu40(b) -‘
“‘d‘“d“"' is a partner in a Firm on individual o ;,:;;';.-.

-

s ey, thensee mmwm
w mdnndual is a partner in a Firm on R,

est onindividual capacity, then sec 40(b) ﬁofqpph

—— - cubtema,ch-'_ PR e
Partner in Individual Firm N
= Ca T
pacity P

TR _I”Terest recLN"f/’ (

' —— dividual Re;::r'esenfahve Capac bl
= _?:_:_Iﬂd"" S el pacity Apphcdﬂe ie. M?B‘Eﬁ‘ )
B o2 |
= - " Partner on re ' : :
= = . presentative S Firm kbu‘l' it 5h&uld be.-reusg .
: r| = .I_, Cﬂ_EEEiTY /--‘, ‘ = b Aol Im lJE -
/,.—f = Interest peceNed ==t
»«""'ﬂ . Individual Individual Capuclfy
B e =
__,...—"""" Nﬂ*e: I :

Bi— AETR R e
,,,--‘ Mq_mtlon is applicable only for Interest. Tf any individual is partner on
= | representative capacity or individual capacity and received any remuneration then
= | onsuchremuneration limit of section 40(b) shall apply.
& oo sec 40(bq} Interest, salary, bonus, cornn?s;lﬁ pmd by AOP/BOI while computing
' | PGBP Shall be. disallowed. =
" | Note:If any interest is recd. from the men{b;mhom any interest is paid then only
| theNet Interest shall be disallowed.

44






(i _Mlepcmtnml property (used by Msesseeor- I:us“ "
™ forpersonal purpose) ~—pendent fami

. BufEchudes Jewellery, Drawings, Paintings, Sculpmb g

. :-' : or Any other work of Art,

: 'ﬁﬁ) " Rural Agricultural Land inTndia

="
B e ¢ :
— ___E.".)._-— Gold Deposit Bends, 1999 or Deposit Certificates
e
'_....-l"'

issued under the Gold Monetisation Scheme, 2015, 0
IJLIP to which exemption u/s 10(10D) does not apply due to fom'th T
" there of. el —— 1 provise
~ someimportant points. = '
' Assetsused for personal purpose of assessee
T.V.,Car, Mobile etc - Not a Capital Asset -CG not Applicable
Jewellery, Drawings, Paintings - Capital Asset -CG Applicable o

—E GoldUtensils, Silver Bars, Silver Coins were held not to beConsfderusPamulEﬁm
-Capital Gain Applicable (Maharaja Rana Hemanth Singh)
" 3.| silverUtensils held to be Personal Effect - No Capital Gain (Benarshilal Kataruka)
4| Carusedinthebusiness treated as capital asset.
5, | Jewellery means:
a) ornaments made of gold, srlver ", platinum or any other precious metal or any alloy
containing such metals

'b.) precious stones whether or not set inany furniture, utensil orotherarticle
m Al
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Other Than Unit )
ogniZ »ed STO ck |:'|.} Unlisted ¢

1 ce
1'“ listed in

exchange in India)

b) Immovable Property

N

—

_

Held FOI"‘
<2Year 4

T

i

1
>
.

”’/;8 Compumhon of CEq_p_#EI Gain

f/j: = Particulars =
L—1 full vaiue of cons;dem‘rton (FVOC) XXX
/’“#{-)Tz;peﬂses incurred in connection of transfer (xxx)
/’H Net Consdemﬂon i XXX
,,r-“"'"('r)asf of Ach!S!TEOH (COA) _ (xxx)
=17 (-) Cost Of Improvement (Col) .. onis SUNEES (xxx)
e Capital Gain R XXX
ff"‘“"Nﬂe Site and Building are s:apam’re assets for the purpose of capital gain.
If. If site acquired before 2 years and building constructed within 2 years then we
:__,_,___have to calculate separate capital gain for both the assets. Capital gain on land is
ol rtreated as LTCG and on building treated as STC6. L

|
|

|

'“

CA Bhanwar Borana
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. should be NR in the year of sale
: penefit not available where first Proviso appl-ieg

. Proviso NOT A |l'¢ﬂble:f&__ i
of Equity shares, Equity oriented units, units of Business Tﬂgf -

—

m@g@@ No indexation in case of Debentures & Bonds

it not allowed in case of bonds / debent L
Jisbenetit not T OWEC 1T cose Ures except Capital Indexation mee i
Iﬂd sovereign Gold Bonds issued by RBI exrion Bonds,
Jond Sever =00 —

m 47, NO Capital _Gﬂiui'ﬁi‘”‘"m—m_ﬁ_ﬂr;_mu' on Redemption of
m Gold Bond issued by RBT
_—-"'"-_—-'_‘_—___._ 3 5 y

= Redemption on Maturitys=—» 36 66 diietio s
;"" fndividual < L
- — .
(e i Transfer before Maturity —» €6 Apply (Tndex Available)
;"" msssesee: Capital gain applicabk._un transfer op maturity and index benefit
ApgiOther 555 b d
available 2 e
r Fifth proviso to section 48 : Furej_g_n _E_gcghgqga_lflggqaﬁon gain on RDB in case of
T NR assessee-

Any gain arising on rupee appreciq_’riop g_g:;a_i;sf foreign currency at the time of
redemption of RDB (Rupee denomina‘red_ bonds) of Indian company, shall be ignored for

the purpose of computation of full value of consideration

l

I

Lo ot |

Sixthbroviso to section 48 : Will discuss with section 47
g 115

A Bhanwar Borana
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or after 01/04/2001
.
fment date to transfer date










1
[YSE

Capital Gain
‘FVOC (FMV on dafe

of conversion) XXXX

(-) cost of Acquisition (xxx)

STCG/ girce” - XXXX

Amount recorded in books of accounts - Not Relevant
EMV as on date of conversion - Relevant T8
Note N e |

If any part of stock in trade is sold then only pai

inwhich part sfock-in-trade is sold.

Incase of conversion of capital asset into stock and sul

of 6 mon*r_h_s shall calculc_lt_e. from date of sale of
exemptionu/s 54EC (CBDT Circular) :




PY 21-22

r  COA of such asset shall be FJ v,

R -
e,
o
L

g

' fw JPurchuse oF Stock
| |Less: sale

Closing Stock (10,000 x 20)

(Cost-20 or NRV-22, Lower)

2,00,000




et bed gl HTC
3 7 ; -’- !;:"__"_ =

| Py22-23
| (assume shares are unlisted) AY 2 324
jj W eeriodofHolding (10/7/22-18/3 723) | —
1 z ; +
| Full value of Consideration 90,000

== ”
| -COA(FMVon the date of conversion X

into capital asset) (52,000) (2,08.000)

Note : In this case the PGBP taxable in the year of conversion of SIT into Capital

section 45(2) conversion of capital asset into stock in trade, capital gain and PGRP

both taxable in the year in wlj_ich stock sold.

Section 45(5): Compensation on compulsory Acquisition under any Law

Normally capital gain is taxed in the year of transfer but in case of compulsory acquisition

56



ﬂm?"" e 1? i -
I itial mﬂan | | ; GC R oa A Comperdii {0
MCOA ) & itiqation Expense '
| D COINCOT . (xx)  STCG/LTCG
LTCG / STCG T3

The CBDT has clamﬁed that compensation received in respect of £ N

agrtmnt wh;ch has bun exempted from levy of income-tax vide sectiop 9% .

Right to Fair Compensation and Transparency in Land Acquisition, Rehabil; fl’qf

Resettlement Act, 2013 (RFCTLARR) shall also not be taxable under ﬂ']‘g%

Income-tax Act, 1961 even if there is no specific_provision Emm\of

c,pmpgnsohan in the income - Tax Act, 19 |
— —\

If compensation received in instalment g _ﬁ\
3 ' & .. v .

Initial compensation Lk _@_@Ed_c_on_-@m
Tt will be taxable in the year in ~ Itwillbetaxable
which first instalment is received as ‘E_ vgh_eg E‘_EC_EIV_e,rd - |
—

If any enhanced compensation is received due to f__he. m‘l‘ertm order of any cm

‘compensation shall not be taxable in the year o ir of receipt but shall be *“"“biem

which final order is passed by such court or other nuThor-ny - |
it 2

B it : = —

Any interest received on late compensahon sha!I be tambie und‘er- IFOS lm
i cadils sz |

Tt compensation is reduced | by any c court or authority then rectification has to be m‘

—

— - —

Section 45(1A): Insurance e Claims for Damage or Destruction of Capital Asset

Notes:
1.
recelpt & 50% deduction will be allowed u/s 57.
2
give effect of the same (Sec 155)
=2
)

Normally capital gain is taxed in the year of transfer but in case of destruction m

e

asset, Capital gain will be taxable in the fear' inwhich insurance claim is received.

57



" _Incase of anassessee being Individual or HUF,

_who entered into a specified agreement for development of project, the capital gain on
transfer of Land or Building or Both, shall be taxable in the year in which Certificate of
r‘a,',;,ﬁ;ﬁan (CC) for the whole or part of project issued by Competent Authority.

-

mf Transfer = Year in which possession of immovable property is transfer in JDA
;_‘;e_e;_of Tax =Year inwhich CCissued by Competent Authority

> FVOC = SDV on the date of issue of CC of his share in project +Consideration
received in Cash

Note: Above provisions not apply if assessee transfer his share in project on or before

the date of issue of CC and capital gain will be taxable in the year in which transfer took

placei.e.possession transferin JDA.

Section 49(7) COA of share recelved inJDA

 COA= Amount Deemed as FVOC u/s 45(5A)

Meaning of Specified Agreement(JDA)

Tt means a registered agreement in which a person owning land or building or both, agrees

to allow another person fo develop a real estate project on such land or building or

both. The consideration, in this case, is a share, being land or buuldmg or both in such

project: Part of the consideration may also be incash.

CA Bhanwar Borana




AY 2024-25
i
~92,00,000
~50,00,000
42,00,000




f V.Oignored)




1 money / earnest money is forfeited by {ﬂe assessu
4/2014, then it shall be reduced from “cost of acquisi iof




I8 |
g wmmuf capital gain

"h‘tﬂ\‘ -== e, 1

| FVOC (Fmv as per Rule llUAE)(Nofe_n o
Sl {-) Transfer expenses | & ', e
| Net consideration . e
"'"i_"r( ) cost of acquisition [ net-worth of —
%, 0 of undertakina
e ng) (xxx
, [Note-1]  No Indexation )
| sTC6/LTCE
XXXXX
Notes:
p— .
1. | Computation of Net-worth
Assefts
— | Depreciable A
SprechilEviased = Value (WDV) as per income Tax
Add: Ot her Assets - Book Value
XXXXX
Less: Liabilities = (Book Value)
Net Worth XXXXX
2. | Revaluation of asset shall be ignored
3. 1f Net-worth comes negative then, COA = Nil
B No Profit under PGBP shall arise even if stock is transferred in slump sale.
5. For compuﬂng net wnr"rh if asset (on which deduction u/s 35AD was claimed) is
'rrunsfe.rred value shcll be tﬁen asnil.
6. | Naturec of capﬁ'al gain
o g X undertaking held for More than 3 Years —> LTCG
b. if undertakmg held for3YearorlLess —» STC6 !
T;

————

[ Fvoc = T . A FMV-1:FMVof underfakmgfmnsferred
—_ FMV-2 : FMV of Consuderahon recewed (monz‘l’ury * non—moietary)

127
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fer. Therefore, no capital gaip Ry

o L M)

iR fﬂfﬂl w"l’i'fim of HUF-SQC. 47(0

w; i irrevocable trust - Sec. 47(“N
" +o transfer under gift or an irrevocable t R,
WM to employee under ESOPS. "‘
gcc‘l'lon 48 FMV on the
as FVOC of suc
ing Co. to am_‘”ﬁ‘@_ﬂf edic

/

i

date of transfer (date of :
h shares, debentures gp IFy

L

aigomat’ —
n Tndian co.- Sec-47() iy
asset by holding Co. to its subsidiary Co. ‘Ls’ffﬂiam
e <qfisfied: Sec.- 47(V)/ Secfmj
.

d following conditions aresd

i

| Cost of acquisition

holds 100% shareholding of subsidiary €o. zib O
ee Co. should be Indian Co. ot —
ion Sec. 49 (1): Cost of acquisition o the transferee shall be c—m

Previous Owner:.

of improvement : incurred by previous owner &present owner <hall be co'm
B |

- b) | Cost
¢) | Periodof holding: POH of previous owner shall also be considered.
d) | Indexed costof Acquisition: ManjulaJ. Shah (Bombay H.C) a0
COA of Previous owner CII of the year of Transfer - ot
CII for the year in which asset N |
first held by Previous Owner |
| ¢) | Benefit of FMV as on 01/04/2001 - Available el Ny |




+ e -
T e, e . W =
r e’ ') i =

~ | -Nocapital gain in hands of Abhi due to Sec. 47
~ | -Capital gain applicable in hands of Aish s e
| -COA to Aish = COA to Abhi % R
- -POH = P.Y. 2001-02 to P.Y. 2022-2023 (13/02/23). '.,. ] =
| ICOA=2200,000 X 331] 2022-23] = % 662,000 i
= | 100 [ 2001-06]
[ sl s Aish PY.2022-23  AY.2023-24
Computation of capital Gain
Full value of Consideration 30,00.000
(-) Transfer expenses =
Net consideration 30,00,000
(-)index cost of acquisition (6,62,000)
LTCE 23,38,000
6. Transfer of capital asset being shares of amalgamating company by a shareholder ina
scheme of amalgamation, Provided : Sec47(vii)
a) Amalgamated company is an Indian Company
b) Consideration of allotment fo him is shares inamalgamated company
7 Transfer of qui_t_ul_asset by demerged Co. to resulting Co. in a scheme of demerger,
provided Re_sul‘l‘ing Co.isanIndian Co. Sec. 47 (vib)
8. | Issueof shares by resulting Co. fo the shareholder of the demerged Co. will not be
regarded as transfer of shares of demerged Co. is the hands of such sharehalders Sec.
47(vid)
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~HAPTER - 7

1% ‘ er e ‘ " ‘-
“Ary transfer of sovereign Gold Bonds =~

Transfer of a capital asset being Ay

. _nationa
wversimnafw'mwm,nammiwgﬂ"ﬂ? [ iistant

Conversion of bonds / mwgeﬂ*,—//

13.

debenture / bond /deb ﬂwﬁi‘f‘ﬁ‘ﬁwﬂi_

ii) POH of shares or debentures shall also incluce T
stock/ deposit certificate held by assessee.

Conversion of Preference shargﬁi@ﬂmi_"ﬂ@l‘ﬂlsﬁ

——

14,

Notes:

i) COA of Equity shares receiv
shares, which is so converted

ii) POH of Equity sharesshall also include the period f

Sec.492AE)

OededsebSec A T —
Transfer of capital asset ina fransac
notified by central govt) Sec. 47 (xvi) R

1D

Any amount received by senior citizenunder this sche

130
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notified institution: Sec. 47 (%) ==
certificates 0

f a Co. into _debé —~——
—~€Ntupeg

share of that Co. Sec. 47(X)
Notes: e
ceived on conversion s

or whic

.af_j_@&".‘!ﬁ).__ﬂ;;‘
hrough an intermediary,

gﬂm Compar "I'Wﬂt_&fugw |

L8 »f
- > |

e —

ares of that Co.

tionof Reverse Mortgage (under a scheme made

cheme is fully Exempt u/s 10(43}5

e o H AT W‘bﬁ'mn‘”" 2l
'2015"”*#%@”"“”“ . work of arf. archaeological / gciem};ic 3
pain‘l'iﬂgf Ph“og_@fh /pr ""T_‘T_oi;j;e g

T int drawing.
collection, book, manuscr '_?PI',_—’/,’I— archives Opy_publich G"’
— __"3%#

m "

i) COA of shares / debentures receivec L= hall be cost of 1@‘;”
chis so converied See '49(3:f

lude the period for which deb / bongs, -

—~—

od on conversion shall be cost of that part of Preferene,

h pref.sharesare h;; :

—

'

el

Ll




[sectin54]

Individual / HUF o 51 ic
LTCA §
Residential house property ;
being building & land
ol appurtenant there to
1 R
p—’/
;W*ﬂ t_*_ ' One Residential HP in india Agricultural land (in rural or
or (Refer Note-5) urban area)
==
= Time fimit ofis: | _Pgﬂasgﬁhm lyr.before |Purchase : within 2 yrs after
W:d—""' | or2yrsafter the E!gf_z_oj | the date of transfer
wn;;,.;c_nd transfer; and
S Construction : compiete
& | construction within 3 yrs af‘l'e.r ol
- e date of transfer |
6. Deposit scheme Applicable Applicable
'-}]mou_nt of l (1) Capital gains or _l (1) Capital gains .|
““;;gmpﬁon (2) CNA** / deposit amt (2) CNA/Deposit amt
8. Transfer of new New Asset transferred within | New Asset transferred
| assets 3 yrs from date of purchase or | within 3 yrs fr-am-the dr.tte
7 . construction, then cost of of Purchaée then cost of
— 18, acquisition of new asset ; acquisition of new asset
i reduced by exempted capital - reduced by exempted
S gain . capital gum |
| =cna Cost of New Asset
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Section 54F: Additional conditions to be satisfied for availing exemption
a) On the date of transfer of LTCA,
house

assessee should not own more than one residential

S &
| ISR

1 b} Should not purchase any other house within 2 years or construct within 3yearsafter
| thedafeof transfer. |
jﬁ: ¢) If above conditions not satisfied then exempt CG taxable in PY in which such other
| residential house is purchased / constructed. |




CHAPTER

7

e acquiring new asseft,

ot is by compulsory aCauisition under o0
& for depositing in CGAS shall ,;;‘;;‘p o, e
T ﬁf,,g.ﬁaffrpmfhadﬂfﬁ of campulsory_ch;i;i‘fﬁed,;

" -,]I

_Ii_,ra o advance on the security of P"'."'.‘if / “ﬂltsH \
es = ed into money on the date on which such logn o'r n;r_hg .‘;
f: [ NNt 5 - = s = —— ! v .'

- zx -'fé-.d'e;ai"li&f's""" Pegoxoble;, 000 ~Site

—~—

then Assessee can acquire Two Resi ‘_j?“T_iqi hoﬁs; L
HP is available only once in life 'f";n e.Pfg oy

e . __—'_—_—__—-________———'_'_
¥ # Wm{:ﬂ}&m tion of capital ainin case of
s | isiti Urban Agricultural land =

) 5TCG on compulsory acquisition of Urbe and sh
 LTCG / STCG on co all be e,

: rban_Agriculfu;;u, ’Oné ~

| LT _ e n
| following conditionare satisfied - N o
areindividual / HUF = .

a) -mzsm-shautd be
b) Such agricultural land s

of transfer by assesseeor hisparents
¢) Consideration s determined orapproved by RBI or CG.

hould be used for agricultural purpose for 2Y"Sb;f
Defore gl

—

# | TaxRates for Capital &ain .
4 | Section: 112A: TaxonLTCG of certain Asset [Added by FA18-Applicable from ay gz ..
1 LTCG on transfer of 3
- equity shares, or

e equity oriented units, or
] - units of Business Trust,
] in excess of 100,000 shall be taxable @ 10% if following conditions are satisfied

J (i)  STT Paid on acquisition & transfer of equity shares.
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= ok
— mﬁgg@ 10% inexcessof 100000
~oxan baonce NTZ o R ”"“‘ﬁ*—__ =
: UP-\-oZﬁQmo 24 Sy et S ARSI _.’l‘._ i ﬁ:
>250000up 10360000 5% - 5500 .
Add : Health & education case @4% : 820
Net Tax Payable. 2,21320.,

e
e

ising from transaction under taken on a recognised stock exchange located

‘!hT&G ar
= nan international financial service centre ( IFSC ) would be taxable at concessional

10% where the consideration is received or receivable in foreign currency,

:_ i I m of
M though STT Not Paid in respect of such transaction.
,.-—-""'"_——_

{ .--%Mliﬂﬂﬂ‘“ Under Chapter VI-A Not Allowed Against Capital Gain referred u/s 112A.

[ Rebate u/s B7A is not Available against LTCG taxable u/s 1124,

ii = |

5 | C6.May notify certain made o acqunsmon of equity shares where condition of

| - payment of STT on acqu:smon would not be applicable.

~ As per CG Noftification if

() Any equﬁy shares ncquwed before 1/10/2004 eligible for benefit of sec 112A

(as there was no STT be.fare 1/10/ 2004)

(i) Any equity shares acquwed on or after 1/10/2004 eligible for benefit of sec

112A where STTwere not chargenble
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—— d fund or unit of B‘m"%

ek m,:fz?*zme-, COA shall be: Jf o

[

LAl

¢

COA
pufe_ Capi'l’al Gaiﬂ

= :.,.‘: Sllowit information Com

ApIe I I " v
R 410° 710 900 goe
S T L/09/201T ——300_;
Cost of acquisition 16/09/2 730 780 30 08
Selling Price on 10/12/2021 “H%
Conpitatior of 20f F60115%0 1910, 75 08

760 650 910 gpm |
650 910 P

| — 730 710 900 gps 109
| LTC6 u/s 1124 gos )y 10
Losses can be set off g c/f
WN-1 COA Case i i iii iv
+ 0 Cost 410 710 900
(if) | a) FMV on 31/01/2018 730 780 300
4 b)FVOC 760 650 910

730 710 900 gzn
Note: As per third provision to section 48 Indexation not available for o

capital gain u/s 112A Rt
# | Computation of FMV on 31/01/2018. . ;-

(i)  Listed shares/Units on recognised stock ex&ﬁuﬁge on 31/01/2018:

FMV = Highest price Quoted on 31/01/2018. "

o
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Ko A

were first heldbymwm, |
whichever is later.

"_ e sec 111A: Tax on STCG of certain Asset. _

L_!'u 5TCG on transfer of equity shares or unit of equity oriented fund or unit of business
}-AW be taxable @ 15% if STT paid on transfer of such assets.

*’"ﬂm concessional rate of 15% available on transaction under taken in foreign
,.g'--'m on recognised stock exchange located in IFSC even though STT not paid in
,—*W such translation.

T—*W under chapter VI-A not available against STCG taxable u/s 111A
Tm Gain (other than referred in 112A & 111A above)

N -

= | LTC6 - 20% u/s 112 STCG - Normal tax rate

Proviso to Sec. 112

1 |

In case of LTCG on listed securities (other than units) & Zero Coupon Bonds,
assessee can pay tax

(i) 10%(without indexation)

(ii) 20% (with indexation)

whlchever is Iower

# | Incaseof NRor Foreign Cumpany 10% Tax on LTCG from Unlisted securities or shares
without First & Second Proviso to Section 48

137 CA Bhanwar Boran

72



ther company or the merger of W0 ormg -l
manner that - i -

a iting company beEET;:;ﬂ:ue asset & Jighila

5% in value of shares in amalgamating compan

i .

Lo IF
-

L
o '/:JE';'
e
'm?_‘fqt




-

|

. Sec. 47 there will hc no capital
Mﬁm@wwmmw

W Amalgamated Company

COA |
_f__S‘_EE'_'.?_’—c— 49 (1) COA of asset becomes property of m'mﬂtf
amalgamating Company [cost of previous owner]

| amalgainc”
pOH of asset=Period of Amalgamating Company as well as Amigmmred

P_F_-——F:G_B_P losses & unabsorbed d sl ek
__’“_’_"I‘_"'——; e ~ ' epreciation of amalgamating Company can be
[Soanried TOrwew off by amalgamated Company [ refer set off & c/f topic]

n-_—_——____

Meaning of Demerger
pemerged C —> Titan Ltd
Demerged Company : _~. Undertaking IT

. 7
"

I

Titan watch | Tanishq jewell

,.—-————-_'_-___|' j —
Under?aking_l_ 13 2 Tanishq Ltd | — Resulting C

Sec. 2(19AA): Deme.rge.r means fmnsfer' by demerged Co. of its one or more

o

b \\%

-
=
—

under'rakmg to any resul‘rmg Company, all the following conditions are fulfilled:
All the assefs & liabilities of under‘rnkmg (tanishq) transferred by demerged Company
 become ¥ ‘rhe. asset & liabilities of resultmg Company (tanishq Itd)

- Alla: asse'rs & liabilities should be transferred at Book value [Revaluation is to be ignored]

HT;\;';Sul'rmg Company ('ramshq I'rd ) |55ue.s- its shares to the shareholder of demerged

-c_o_m_p;:my (titan Itd.) on proportuonate basis excep'r when the_resql‘nng company itself

is a share holder of the demerged Company.
139
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e

bgmeapﬂ'algmn in hands of shareholders of 4 P,
'_ " ceive share of resulting Company.

o R - | o
1 | L\a
H Bl
= N B
=
.-

, <l
shares of resulting company : Period for which shares were helq _

| Co. shall also be considered Sec. 2(42A)

©) | Sec, 49(2) COA of shares of Resulting Company

' }-&ﬁ@&,ﬁ,“'m Net Book value of assets transferpeq in :

indemerged Campany " **Net worth of demerged Company befoms = ..

| **Net worth = Paid up share capital + General reserve ol
__| Sec. 49(2D).COA of shares in the Demerged Company
| —\ED)COA of shares in the Demerged Compa

COA of originals shares in demerged Company XXXXX
| (-) COA of shares in resulting Company (point c) (xxxx)
. XXX XX

Taxation of Resulting Co, i

COA of Asset received in Demerger = COA to Déﬁmerﬁed Compan;f
0 N emenger = COA to Deme

Tmlonofbcmco i '

Asper&:.d??heuwillbcnoc

apital gain when asset transferred bylb qed 3 _

company fo Resulting Company.
Note :

PGBP losses & unabsorbed dcprecio'ti;r; related to transferred _u;ideﬂaml
€an be carried forward & set off by resulr B

g Company

- i

 isdis disln;___bmf'_q_?ﬂ_iii!':g,Uidahon, such distribution

nce, capital gain shall not apply in hands of company
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»~

P
o ‘i

)

!
¥

s-t,/

dp -caAl-IICOMfShm =y
# g oLC6/LTC6 o 3 |

/ . :H- ‘ 3 .
Capitalgains applicable in the hands of shareholden

sﬂﬂde’r iguiaarion,

;‘i‘j/,__———- I - Ll_rl-.%;ilar_‘ i

mion of assets received unde

mfion.@ecﬁon%)

+ assessed as dividend u/s 2(22}&) ._... f_ -

?.‘ o &Midmtionf Fvoc T

."in.._. =

mthemm vhic '

" liquidation is Fy of eee

e

"?’Jﬁrﬁ" the case of Buy Butm A

Tnhands of company | e

"--_—_.____— Wi » _—x
As per Sec 115-QA, Domestic Company shal| pay tax

" . =T o e

distributed income which shall be calculated as under:

= R H =B ice-i : .
wu_-red_mco_me uybagig price - issue E%Ehim}

—

——

InI;c_md_s_o_f shareholder

The amount received by shar:eh;:ld;rs:n_Buybuck of unlisted shares shall be. exem
u/s10(34A). No tax treatment i nhands of shareholders | :

e —

~ Issueprice will be determined in the manner as may be prescribed

(as per Rules)
back of shares.

| Note: Redemption of the preference shares also amounts to buy

—

| Sec 115QB/QC : Interest @ 1% pm. or part of the menth applicable fram 15"
Assessee will be freated as assessee in default if tax not paid.

day.
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'mxablc u/h :Fos in Pmccular.

i ———

Sec. 56(2) Int:omt

1 |Dividend o

e | Wmnmg frorn Iomric.s puzzlzl. c_ard Qﬂﬂ“ ete. :

3. Any sum r-eceivsd from the employee *W“"d contribution for any staff W%;

i (like PF or EST), if it is not chargmbjg under V" PGBP: - & ;‘*\ L

4‘- g I“?er'eg‘r - secup!flcs lf lt ls ﬂﬂt chargcab|8 Under PGB \\.’

5 ‘ Rent from lg';‘hng out of P&M or furmmrz with or without building, if ot ¢ e,

r PG 3 . ‘-‘“"\.1 ¢

ot chargeable unde
rPGBp o’

| under e = ——
Any sum rgcewe.d under keymen insurance pa!lcy if not cf _
3

__. = |
Salaries: ik — ——

iz _qae:;;:rg_:weg;n carnpensaflon of ComPUI'SOV‘Y 059“55"_ﬂ°“ of capital as_se;:\\ 4

8. |[6ift. - NS = - -

| O'rher' mcome_faxabfe unde.r' IFOS IR - Y e, -

sl Amaunf recewed under family pension. S =
2l Infgrest on bank « deposit & & loan given. . as | B
» ir In'reresT on Income tax refund. i e
T Income from sub-letting of house properw = i

__»_ __ Royalfy income. . s
> Agfaﬁlfure income. ——
» | Director sif‘hng_fee. _ { ———

» | Salary of MP/MLA/MLC efc. Wi,
in Non-SLR Securities of Banks : CBDT cir.tmf.ed%__

Note: Interest from investment
ade by a banking concern are part of the business of bankmg

the investments m
Therefore, the income arising from such investments is attributable to the busi
lngsﬂr'

banking and chargeable under PGBP and not under IFOS.

—

# | Taxationof Gift
Any gift received by employee from employer due to employee - employer relationsh

always ' ' |
ys taxable [even if received on marriage]under income from salary

7
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—— _-. '_

] —'-
-l ncome From Other Baures

M - on the o ocasion of Mar-rimz

S ——n
- ——

R - frum any Relative (note-3) e

I n under- will or way of Inheritance : N Ve ~

D- in contemplation of Death __:__: -_"_ e - .-
| T~ fromor by any Trust registered u/s 12AA = _t— _ Hﬂ_""‘“‘. )

H - from any Hospital or medical institution

U - from any University or educational institution
LA- from any Local Authority defined uls 10(20) S

I - from an individual by a trust created solely for the beneflt of The r'gju-fw oo

: the individual —r N
T - by any Fund, Trust, Hospital, medical Institution, Umversny edu :ns'rm.n-,,J

— e

| referred in section 10(23C) ———8
] € - by way of transaction not regar'dei as lrﬂlife_r i/s__4_7_ { f{UF Parfmon Hﬂld dings,

] Subsidiary, Subsidiary to Holding , Amalgamation i?eimefger_) ) &
O - from such class of persons and subJecTs to such condr*hon as may be presc"'be.d |

Note -2 : Property (movable & immovable) ~
Shares & securities N |
Jewellery ___-_ '___ T ~
Drawing —
l 1 Painting N B |
] Archaeological c:olle,c'rion_ | : = -—Hq!
’ Sculptures N |
I Any other work of art - % 5 T
] Bullion IR L —
] Immovable pr';::_pgr'?yl . _ >3 o p |
J v:r-fua.' D::c_;_i'ri Assets (VDAJ ﬂ'_j

Any pr‘aper‘fy received as gift or acqurr'ed for low consideration other than ﬂbave\“
A

Sec. 56(2)(x) Not cpphcable Not taxable.
Car' 1phone«x T.V., Furniture, Wrist Watch, etc. received then not taxable evenva]uz
is more than % 50 ,000/- ‘

. Bhanwar Borana
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.

/mng of Relative
ND

{ rer 8.5P
arotherd SPOUSE.

| siter & SPOUSE

~case of HUF

income From Other Seurcas

ﬂﬂ“ of indwudual

| ]prﬂl A_I_E_n 1“”1 A | -pl?":._lf-;l'-'

grother §sipns

ouse

Am,mgmberofHUF e T

No‘rz . if assessee is not sahsfned wnth T

et hen his case e
Voluahon Offlcer (someas sec, 50(:) “Y be referred Tu

e

Nm 5 Sec. 56(2)(x) applicable only if Pr‘OPerTy s in th
rectpuent if it is Stock-in- -frade then Sec 56(2)(;:

e na’tur'e of cuplmt asset uf ‘rhe

) Not “PP"Cable {CBDT circ
— ulur
Nofe 6 Sec. 49(4): if any person receiving ing any asset as gift o )

r acquires for tnudequufe
Congudem‘ncn & he alrecdy assessed uls 56[2)(x) on FMV/SDV Thgn co,q f
0

such asset shall be FMV/SDV which was S considered 1 under IFOS u/s Sec. 56(2)(x)

~ When COA is computed as per section “49(4), the period of f holding of the previous
owner sha” not be included in the period of holdmg

Nofe 7 : Section 56(2)(x) is applicable even gift (money) mude oults:de I.ndm by Residgncg
Pe;r*_scin to NR

Amendment by FA 2022 w.e.f. AY 20-21 ' i
Section 56(2)(x) not applicable in the following cases; -

By an individual, from any person, in respect of any expenditure actually incurred by him on

his medical treatment or freatment of any member of his family, for any illness related t

0

COVID-19 subject to conditions notified by the C6
By a member of the family of a deceased person
(@) fromtheemployer of the deceased person (without any limit): or
145 CA Bhanwar Borana

80



@ From Other Sources

from any other person or persons fo the extent that Such Sum or age

.,

= :

| () received within 12 rnomhs from the

| () The deafh of the mdiwdual sho

| (i) | The family 1 member ¢ of the mdwrdua

~ person from th th

such sums ¢ T 10 lakhs,

-wherc the cause of duﬂl of such P.mﬂ is lﬂﬂl“ related -p,
pliechad i c%h

e e

payment is—

dﬂ?l Of dtdﬂ'l of such person; w“\\

ns notified by the cé6.
nd dependent relative (parents,
F%

9

(i) subject to such other conditio
Note: Family means spouse, children a

Conditions

uld be w:‘rhm 6 months from the date of tegy;
Iy defermlned as a COVID-19 case, for Whngh
ic

ber of the family:
| shall keep a record of the foﬂowmg

from the date of being clit clinica
en racerved by the mem

._H

eport %ﬁﬁ

9 posl\hve Thr'ough InVGSflgﬂTfons ina hospn,ul
0
Man

mom:yhasbe
~(a) The COVID-19 positive T of the individual, or medical repgps
defzrmmed tobe COVID- 1

mpaﬂenf facility by a’ treating physician;
ate issued by a medical meT'Tloner 0
raf

(b) A med:cal report or death certific

r-egus'rr'ahon office, inwhichif is stated that death of the personis rg|a1. .
T e ‘r

corenavirus disease (COVID- 19).
m of money received by a member of the family f
of a d

SfﬂTemenT of any su
e employer of the deceased person or from any o

9 shall be verified and furnishedin Form ,q

account of death due to COVID-1

Exumple. 1:Mr. Ram acquured a house property for T3 lakh during PY 2001_02 He
such properry to his friend Lakhan on 16/07/2022 [SDV on date of gifting -3
Lakhan sells such proper"ry +o Hari on16/02/23 for ¥ 83 Lakhs discuss tax T'"eﬂ‘rmg:f

In hands of Ram

Gift not treated as transfer - No Capital Gain due to Section 47

#

|

&

Inhands of Lakhan
He received immovable property without consideration & SDV >3 50,000, so Toﬂ:@

% 40 lakh shall be taxable u/s 56 (2) (x) in hands of lakhan for AY 2023-2024.

146
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sme From Other Sources
incCe N

VY

in opplicabie on transfer of asget

ital 6% ital gain —~—
Gﬂp. a?ion Of capl a g . =, T ——_ e
c-ompu* | 7Y 2022-23 AVatagice: s = S W
16/07/2210 15/02/23) _ 3 M e — ]
[PIZ:: 83,00,000 e
L MR
(-) ' 8300000 © T —
A 5ec 4] 000,000
[ 43,00,000 " o e
T i e = B .
anple 2 | —— TS
| suppose in example : 1, Ram & Lukhqn are relgt_ivg_(br'orher) whuf_;;iil-_l;:f:;;n;_
. 'fr‘iﬂtmem' - e __l-_-— e
| 7nhands of Ram sty

1 it not treated as transfer - No Capital Gain dye tﬁ Section 47 S
. in hands of Lakhan B

sec. 56(2)(x) not applicable, since asset received from relu‘l‘iw_z. o

1 capital gain applicable on transfer of such Propérfy EEs o oty b
| computation of capital gain

_ PY 2022-23 AY 202324
(POH 2001-02 to 15/02/23] seaISES

z =

roc T

(-) Transfer expenses Nt SRS S
83,00,000

(-) ICOA Sec. 49 (1) — =

300000 331 [22-23] (9.93,000)

100 [01-02]
ik 73,07,000

Section 43CA : SDV shall be treated as sales consideration

In case of immovable property held as stock - in trade, if sales consideration is less than
147 CA Bhanwar Borana

82



;uch SOV M be W to be sales ¢ consideration fop .
v theh not more than 110% of sale comldg"% ‘I
Wian . iy

M.”Wh“ ﬂ", ?DV - FVO'C e
b - i 2 e “ ? T— | .4..,- o
rporaninshall bR WSS L : "
| 1f aseessee not satietied wWith apV then his case may be fransferrey 4 S8 il
| ffcertsmess 3 00 g
tmmovable propecty

. !
g e : .
Capital asset Tock in tpgy Y

- — e
" r TN
Sec. 50C apply : Sec. 43¢y appj {
Capital gain PGBP Income y
f
L

-No'ré-: If dm‘_e 0
agrecmen'r caf

_ receive
sysum 'rhrough bank accaunT orany 0

of agrzamen'f & registration aré not same, SDV on Thg
506!436N56{2)(x) if full or part - at,
Sidep

ue, A/c Payee DD or any mode of e!emmn Ty
|['od ¢l
Clegy,

dor pald by A/c Puyee che.q
ther elec‘rromc modes as may be pre Scribeg

I

‘ SDV Dﬂ‘re of Agreemen'r or Regas’rmhon 2
Sechon P sDV Date -1
506/436_#./56(2)&) Date of Regasfrcﬁ'lon or Agreemenf : a

SDV on date of ugreemen‘r can be conmdered, if full or part consideration

r'ecewed / pmd upto date of agreement in

|
' fi o

Section 50C R, Section 43CA Section 56(2)(x)

A/c Payee cheque A/c Payee cheque, A/c Payee cheque

A/c Payee DD A/c Payee DD, A/c Payee DD An |

Any mode of electronic Any mode of ECS of e.ie..rl'; ronic de;modi I

clearing system or any other or any other mode as system or any oth ing |
may be prescribed as may be ELSC,.,-:;:O&'

mode as may be prescribed
CA Bhanwar Borana
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: ﬁaﬁan 56(2)(viib) : Shares i”“‘ﬂ‘bﬂ:"_ﬂ;mflum

"""—.J;tgﬂ" = [Issue price of share - FMV of such shares]
. e s

\

——

—

: Inhand o_f Ramesh In hunds of Suresh

 PGBP 40 lakhs

income From Other SOUrco:

1f any closely held company issyes shares to any resident share holder on

shﬂu be Tuxable in hands of company under IFOS

Emmplg MI‘ RGH}G:Sh__GCQUIPBdeOPQrW on 16/7/21 for tmm"m He

e,ﬁered info.an agreement 10 sell on 14/02/22 with Mr. Suresh for %70 lakhs & 5DV on

~That date is 280 lakh. Suresh paid%7,00,000 by cheque on 14/02/22 & the cheque was
cigared on ! 18/02/22.The possession is given to Mr. Suresh on 10/12/22 when Suresh

patd balance amount of Z 63 lakh & propenty registered in the name of Mr. Suresh on

""1671"2/2022 SDV on the dn’re of registration is 2110 lakhs. Discus tax freatment in

hands of Ramesh & Suresh if property is held as Capital asset or Stock-in- trade.

soiuhon PART A: P"OPE"TY held as CGPITG| asset (m both Hands)
In hands of Mr. Ramesh ~ Inhands Mr. Suresh.

 Computationof capital gain | Py.2022-23 Ay 2023-24

Py, 2022-23 AY.2023-24 | Sec.56(2)x) applicable

?_ | because difference between SDV &

R
_E\_(O‘.SEBOC] 80 lakhs | Consideration _is more than 50,000

& Sbv is >110% of ConSrdemTlon

- )coA 40lakhs | [%8Olakhs- 270 lakhs) = 1000000

[POH 16/07/21- 09/12/22) Taxable under* IFOSin| hands of

5TCG 40 lakhs Suresh for'A Y. 2023 24

PART B:Property held as stockin trade (in boTH Hu_nds] al
Profit & Gain from business X As per CBDT circular if asset

Sale price of stock [43CA) 80 lakhs received by any persen asstockin

(-) cost of stock 40 lakhs trade then Sec. 56(2)(x) Not applicable.

CA Bhanwar Borana




cHAPTER - 8

Iincoame From Other Sourle t

kY | mployment
Section: 56(2)(xi): Cornpmmﬁanon termination of Emp
due or received by any person in ¢op
I"Cfi

Any compensation or other payment.

termination of his employment (of modification of erme oL STproymens)ini t:: My
income under section 56(2)(’") . Sed from t"-'q';
g This section is applicable only if compensation 18 re¢ 4 Person Ohers. |
employer. pe. . ,‘R'q

= However. if it is received from employer. then it 1S taxable as profits i liey of

Saj
undersection1?{3)(i)underfhc hzad *salaries”. ,
! Taxation of DMdOl'd & Deemed Dividsnd C :
# | Indian Company: Company formed and r'egrs'rere.d under Companies Act 1956/

or any law of state/union territory: | %

# ; Dome.s'rlc company Indian Company or any other company (foreign company) ik
— qq’:’

or the declaraflon and payment of dividend Within S

prescr-lbed arrungemen?s f
ted as Domestcc Company but all Domestic
C"mpa

Thus, all Indian Company are trea

e

arenot IndianCompany.
If a Foreign Company makes prescr'lbe
] Indaa it shall be fr*e,afe.d as Domestic Company.

d armngemen‘rs for payment of diyig
EndS

—_# ! Foreugn Compuny Cornpany whrch is no'r a Domes‘rlc Company.

E B R _Drwdend income
s Y l
from Domestic company

jras=emey l

Taxable in hands of receiver Taxable in hands of receiver

v
from Foreign company

at Normal tax rate at Normal tax rate

shanwar Borana




~_possesses accumulated profit (Capitalised or not).

certificates,and

C b F h ] < k
income From Other Sourcas

I8 Mmf Accumulated profits.

| Accumulated profits in section 2(22)(a), (b), (d) and PR T 1 i
compary up to the date of distribution or payment of divideﬁd ond /d_e. all prof its of the 3
. up 10 date of liquidation. dandu/s 2(22)(c)all profits

In the case of an amalgamated company, the accy

mulated profits, whether

capifﬂﬁsed or not, or loss, as the case may be, shall be i
g _ . Shall be increased by the accum
Y the accumulated

1 i hether capitalised
profa'r_s, W p or not, of the amalgamating ¢

- om dat
amalgamation. J company on the date of

1 sec2(22)(a): Anydistribution of assets

_ Any distribution of Assets by a company to its shar'ehold;rs to the e.x'reﬁ;hel:. ;;::mpany

-

Notes:

In case of Bonus shares, there is no release of assets hence, issue of bonus shares is not

deemed as dividend.

 When assets are distributed us 2(22)a/(c)/(d), the FM o the assetan he date of
_ distribution has to be taken for computing the dividend. T L

~ Sec 2(22)(b): Distribution of Debentures, etc.
Any distribution to its shareholders by Co. of debentures, debentures stock or deposit

Any distribution to its preference shareholders of shares by way of Bonus,

tothe extent to which Co. possesses accumulated profit (capitalised or not).

Sec 2(22)(c) Distribution of assetson liguidation

Any distribution of assets by company on liquidation extent to which company possesses

s——

accumulated profit (capitalised or not).
151
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st g 100
e V() /" #1] TI"_“_""?’ as deemed dividend 4 0 the
Treated ﬂbﬂm‘d dividend to the m;_,;fen‘r df_i_cumulaTEd profit,

eld Co.
d Co./

\\

nces by closely "
Closely Hel 7

71 Unlisted C0- %
/A —\&

'Xer
r

ini po
Oﬂ.t}s
Advances
|| i
K
'3'5\&0‘\

-

\

Vo

y
—Behalf or |
= > Any Person

Braldbab b

"Hbi'rﬂfﬂ'f d _
Any Concern j{nier_'&-it Shareholder | ™ ponifit

L
able in Hand of Share holders

[Company, Firm, AOP, etc.]

[

Notes:

Loan or advanc

possesses accumulated profit. -

Concernmeans HUF, Firm, Company, AOF:/ BO

= —

| inthe applicability of sec 2(22)(e).
| Accumulated profit means profit as per Company Act (means accounting pr‘ofif_] Km

Assessable profit.

CA Bhanwar Boi ana 152
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| Loan is repaid or Company charges market rate of interest doesn t make any differe
ot popinl Alhelssis et ikieh i SRR . Uny difterence

es is treated as deemed dividend fo the extent to which C"m;m;,"

—
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From Other Sources

come

){') is Not Applicable in case of

: wf h‘ mfure of commercial 1mnsucﬂun [c;:‘ft

N A /I/" dvance made BY company 1o sistep ¢,
:; //]f_ ng““Ym its shareholder t¢ | instal| plant ang
. gnub"‘ him to do job work fop the c°mPﬂw 'Mc 'L"! V

' P‘m rder etc.
G ﬁo

ﬂcepr.f M

N | d,n'rshaﬂno? include - e
\’r! D'; advance °r Loans given by Company in the ordina

"Ycoursg o
\’; V- where money lending is SUbSTQnTmI part of The b”smeg of its bus;ﬂzssof .
\ L LA B
AL idend paid by & company, which s set off by Company against o 1
NIy - deemed as dividend us 2(22)(e), e .%“}{fi@[r}it?hﬂ%
v be = ——— B
Ny backof shares : i
s | d to shareholde = S
£ s Jllotte r of demerged Company by resulting Compar unde
\r-‘ .SCthe of Demerger. UmE{"Y____ 2o
_ tionmade us 2(22)(c) / 2(22
W __ﬂm‘dasfr"b” : (€)/2( )(d) 1Srespec‘rofpr'eferenm

——

_ 5zc 57 whlla calculating Income under IFOS followmg deducfuom—hh_
ow

| = the case of dividend or income on units of MF/UTT: only interest
| _ _ ' ., —— Ly interest expensesis allowed
a2 asdedUCT"’” subject to maximum 20% of such dlwdend orincome

| from MF/UTT.
| nthecaseof rentalincome from machinery, plant op fur'm‘rure amou—n?pmd on

] curf“"“T repair & Insurance and normal deprecm’rlon allowance omd

' furm?ur‘e T ke

- 3- Incaseof income under family pension,. deduction shall| be| Iuwer of 1!3rd of fcrrnrly

."-pﬂr'lSIOﬂ or 15,000 p.a. Row |

| certainexemption in respect of family pensian- ' —_—

_

7. The family pension received by the widow or children or r nominated heirs, of a

| memberof thearmed forces (including para-mllamr'y forces)af thmham Tz -

death of such member has occurred inthe course of opera‘rlonal duhes in 5peaf|ed

circumstances would, however, be exempt u/s 10(19).

. The family pension received by any member of the family of an individual who had

beeninthe service of Central or State Government and had been awarded "Param Vir

153 CA Bhanwar Borana
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Indla uniess
CaSh Ex;;andlture exaaed| ng

pnymerlt whtch
TDS 'S has been patd

CHAP TER

.......

of campulsor'y acquisition, ams
.ﬂon and m deduchon 5"(!" be ul

¢ducfions unc_ier' IFOS

f 1'he 5552553

der this Act which is payable outside Tndia
ON wh;
Which
he he.ad 'Salaries", if it ig Th&
'rhereon or deducted. Payab), >
000 Prov:slons of sgchon 40A(3) shall k]
Apply,

rwden‘r on which TDS has not been paid
OF dedy,

'30% of any sum puyable. to a residen’

sourca Prowswn 0
_any: gxpendnture rncur-red

Howe.ver this prohubmon Wi

the owner of race he horsv.s from

CA BF

expenses mcurr'ed in res
any - stake money € e.arned Such

\anwar Borana

fSE.CTl‘Oﬂ 40

(a)(la} shal | apply.
in connechon WI‘l'h casual income:

Il not apply in r'espec’r of the income of an
ass
The. actlw‘n,r of owning and maintaining SUChTSEe
Orses

Pecf of such activity shall be allowed even in t
eab
!ass :shall be aHowed to be carried forward /¢ :%ﬂ
4A
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a—"'J m{%ﬂﬂ\‘
o’
mmfollowmg 3 cases minor's income is taxnble inth Pt e
e m
g | 1 Incoma is due to manual work, B Minor only. :

L in subsequent years. The Assessi

dmmmr s income.

t Income is due to skill & talent,
3, Mmgr child suffering from disability. ' : :

Notes:-
]:f minor child's income is clubbed in the hands of parent then exemption u/s 10
of %1500 p. a. per child is allowed to parent, )

Once clubbing of minor's income is done with that of one

Parent, it will continue +
clubbed with that parent only, e 1o be

ng Officer, may,

_however, club the minor's income with that of the other parent, if, after giving the

oThBl" parent an opportunity to be heard, he is satisf

led that it is necessary to do so.
Where the marriage of the parents does not

subsist, the income of the minor will be

includible in the income of

i1 uinG that parent who maintains the minor child in the relevant

previous year.

I1' may be noted that the clubbing prowsmns are atfracted even in respect of income
of minor married daughter.

_ghﬂd in relation to an individual includes a step-child and an adopted child of that
individual.

Section 64(1)(iv): Asset fransferred to spouse

If any individual transfers any asset to his or her spouse without consideration or for

inadequate consideration then income from such asset is received by spouse but tax on
| suchincome is paid by transferor (Assessee)
Note :-

The above provision is applicable only if relationship of husband & wife should exist at

the time of transfer of asset as well as at the time of generating the income.

1556 CA Bhanwar Borana
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i

Clubbing of

CHAPTER - 9

income

licable if asset is transferred in

2> | The above provision is NoT 2
b ment tolive apart i;fm'ﬂlf erred Eﬂ;ihjdjy{dga! to l-!_is s;_m r ;";ﬂﬁ\
_‘?:_,__If__‘_‘_HOuﬂ propef h’i‘a dﬁ sghter) for without / inadequate CQMWJH‘“\:(\S
being a minor marr B 2T Ssacih sl ot |
bl st ed owner as per sec sec 64 shall not g —— |
indiv;dmmwnﬂ-ﬂw'“ o il i el i :ﬂ{c‘h
— /_r_-r;d toson'swife e :
;;—1 Section64(1 “)'m———-“-"eﬂmnsfi'"‘“;_;;'ﬂ‘;r ST P N
| 1f any individud! transfers any asse? 10 TS £ 750 = e OUT CONSidgngy
Mhen income from such asset is received fy, . on g
S for inndequate gonsiderdtion Ten PERE = o
but taxonsuch asset iBpaidbysmansferor. ~=Nify
f —— |
Note: __'—_'____".'“'—___.___._' i S i ® N
The above provision is applicable only if the relationship of mother/ fathe, :
= ) ————— M
daughter - in - law exists at the time of -rmnsfer of_as_se_f as well as qt ?h; ? ~34
e = e — pme |
generating the T s i e s Yix vy : _ufl
e || Section eA(U)(uit/viii) s Asset transferred Yo any person for the benefit of g
son'swife. (indirect fransfer) i
If an individual transfers any asset to any person without considemﬁi;};';
e TR TR . N
inadequate consideration for the benefif of son's wife / spouse then income fn;,;,;j?
| asset is received by any other person (transferee) but tax on such incoﬁ;};;?
fransferor. e |
B ——————————— 4 i+ |
# | Section 64(1)(ii): Income of spouse from a concern where assessee has mb&;{;{
in_*e'ie's_f L & e L o
Income of spouse is faxable in hands of assessee if following conditions ;r;s;ztgﬁ?@";
| 1. Income should be inthe nature of salary, commission, bonus (remur:er;:ﬁc_,,;)ﬁﬁ'“ |
| 2. Such remuneration should be received from a concern where Ggs;—ssﬁ{
. ’ substantial interest N |
__ Substantial \ Remuneration |
~ Interest Spouse |
Assessee + — 1
Relative (S.M.F.B.S.LA.LD) =

not
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. ,ny.-_ormn share holding -

i B J
d o

 both husband and wife have substqns _—
Wl ot of income by way of sal t et
et . way ary etc. from the said ¢

| includivle the hands of that spouse, whose irai

& | h\gh“ Where any such income is once inclyded M income, excly
R ""d‘d'"’fhew_,-..,v_
| income arising .

a4 'm _

mhn? _iﬁs_ng,cegsm-! _10 doso. |
| ety N

e~ o S
section 60: Income frensfer without transfen of asser

#;axuble inthe hands of ‘tr'unsfeﬁ;r_
_______.—-—"—‘—'__ = = - — —

_,.-—-—'-'_'_'_'__ == s — LR
Section61t R:e_!oga_blg fransfer

e
+ransferor.
rgxcepﬁunt -

|

If transfer is revoked after the death of—;zneficinry_or transferee then the ot
provision is not applicable.

| 1n case of revocable transfer, income is received by
of revocabl n ytmnsfereebuftaxispddby

e —

_ge—cﬁ_ion 64 (2): Asset transfer to HUF

If any individual transfers any asset fo his HUF without/for inadequate consideration, Y
then income from such asset is received by HUF but taxable in hands of transferor

| (member)
After partition of HUF, Income from such asset recd, by spouse shall be clubbed in

| hands of transferor.
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CHAPTER - 9

hen also clubbing prq, Siong
ity

her form, income derive frg

"m_u W" ed into of m Sl

i st

:Hlf-ﬂ.‘.‘“ then capital gain s treq

.ﬁhmmundussaldby? Ted o

. m&shllbecw o ?h;_;; mfer'ﬁconnccted and part of - ‘
LR ::Il be cons-:ﬁieﬁ;d;; l;:a device for evasion of tax and ”"’Nf
“transaction, it

clubbing provision shall apply. (Cross S1T127 Gifts).

le: Mr. X 9If1‘¢d 12 Lukhs to hus brothe.r s wife (Mrs. Y) & his brother (Mr. yy

9|ff¢d 78 Lakhs to Mrs x (Mr X s wrfe} Glf'red amount deposited in Banks @ 9%

°°ﬂ

1/8/2022. e
(Mr. x) _ Mr.y)
[ 248,000 | 348,000
\ Clubbed Clubbed
'1\
Mrs. x ;_ el . Mrs. Y
(Int ¥48000) (In‘r ¥72000)

Clubbing provisions will be apphcuble_'.  only to The. extent of income on the matching
amount of cross gifts, inthe above example, 8 Lakhs is matching amount

6. | Where nny asse.t is tmnsfe.rred | by individual to his spouse / son's wife & such amount

| isinvested in Business by transferee then proportionate profit of such

ousiness shall
| beclubbed as per following formula

r Borana 158 B ¥
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_ ! ‘. [
P Emle Camoinsun 14,2021 = 2700000
Gifted by husband 10.4.2021 ‘e ﬁ& '&
=1 Total ’
. *10,00,000
Profit for PY. 2021-2022 = T4 m M
—1 . '
T sqp;ml:son S = 1400,000
rofit = ' = -
it itforP.Y.2022 -2023 - % 6,30,000
| Solution -
"1
4 MOZI 22 clubbing shall not upply because the gifted amount is not included in

Al apital. Total 400,000 t
|| jopeningcapric. 0,000 taxable in hands of wife.

. | ForP.Y. 2022-23 clubbing shall apply 6 30 000 3 00 000
'-_.____f____,___—------— ——— — e L L x & #

R e R e 14 00,000
—11

o (b S =%1,35,000/-
="

E Proft'r of ?1 35000 ‘taxﬂble. in hands of husband & remaining profit ¥4,95,000

taxable in hands of wife.

e e tm———— e
TF_ ﬁ!l_ thecl clubbmg prows:ons are not applicable fo_s%cgpﬂ generation m(;ome ie. R
i income 1 f_r'om accretionof transferredasset.

Mr.Borana Gifted Mrs.Borana(invested in.FD)
————————p : :
%10 lakhs

FD Interest = X1lakh
@10% |

clubbed with Mr. Borana

Next year-FD (10L +1L)= 11 lakhs

FD interest =% 110,000

in this ?:ase, int of 1 lakh clubbed in hands of Mr. Borana & flOpQO taxable in hands of

Mrs. Borana.
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] 0s$ from ownmg & mmntammg race horse.s =%

= can besgf,ff :
maintaining race horses.

-’_.u-l-.-——.__

[
section 71: Inter-head adjustment.
e

8 Itmeans loss under one head of income can be set off against income from m%‘,

head of income but in the same previous year*,
isneac oF

| Exceptions -

7 Féagc}_jl_ﬂ‘ﬁ ve business loss can be set of f against only speculative business income.

> fmﬁed business loss (sec 35AD) can be set of f against specified business income.

3. | Longterm capital loss (LTCL) canbe set of f against long term capital gain.

4 | Loss fromowning & maintaining race horses can be set of f against owning & maintaining
| _racehorsesincome.
5. | short termcapitalloss (STCL)canbe set off only against STCG &LTCG .
6. | LossfromBusiness cannot be set off against salary.

* For carry forward losses Inter-head adjustment Not Allowed

e —

# | Summary < ol
(i) | IncomeFrom Salary
_ Loss not possible

——

————————

(i) | Income From House Property —— Loss from HP.
| a)Intraheadadjustment P ) | [ -~

b) Inter head adjustment (Max 2 00 000 from AY 2018- 19)
| c)clf = e e o ’

CA Bhanwar Borana
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* diadredas -t
P s .

5T

«) Setoff against STCG &LTCG
: b)clf

(ii) LTCL
a) Set of f against LTCG

b)clf

i J!T-'IFOS.
(i) Loss from Owning & Maintaining race
a) Set of f against same income
b) clf
(ii) Other loss under IFOS
a)Intra- head adjustment
b) Inter - head adjustment
¢)c/f Not Allowed |

Notes:
The maximum loss from house property which canbe set-of f aga}nsf income frame

-horses

other head is %2 lakhs.
Tt is to be remembered that once a p;:r’_ricular- loss is carried forward, it car :

only against the income from the same head in the forthcoming assessment

o

A !-_-E:; Ii- Ianwat E, orana 162




 Brought forwang

House Property income

- TR I
Normal business

Business income

I

Loss
= _— e e
Speculative | Speculative business 4 years
business loss | income |
| R ———————————
__f_,sl;.e_ci_f_igd | specified business Unlimited
~ business loss ___income
| Short term STC6 &4 LTCG 8 years
capitalless | =
Longterm | LTC6 8 years

capital loss

| Loss from owning
& maintaining

_race horses

Income from owning
& maintaining

race horse

| 4years

S

' Unabsorbed

depreciation

Any income other
than Salary

| Unlimited

98

CA Bhanwar Borana



. fu'tur'es ap'rlans etc. & currency futuresat recoq




o L ]
Basic Concept CHAPTER - 1

# Sec 115BB: Taxon winnings from lotteries, card game, horse race etc. (Refer sec
194B/8BB)
 -TaxRate @ 30%

# Sec 115BBE: Deemed Income u/s 68 to 69D
- Tax Rate @ 60% (surcharge 25% and HEC @ 4%) effective rate 78 %
Notes:

L. No basic exemption or allowance or expenditure shall be allowed to the assessee under

any provision of the Income-tax Act 1961 in computing such deemed income.

2. Further, no set of f of any loss shall be allowable against income brought to tax u/s 68
or69or69Aor69Bor 69Cor 69D.

# | Section- 115BAC: Tax on Income of Individual & HUF (Added by FA-20 w.e.f. AY 21-22) “
Assessee Individual & HUF

Tax rate Total income Tax rate
| Upto%2,50,000 Nil
£2,50,001 to £5,00,000 5%
£5,00,001 to ¥7,50,000 10%
| %7.50,001 to X10,00,000 15%
%10,00,001 to %12,50,000 20%
[ %12,50,001 to %15,00,000 257%
>%15,00,000 30%

=» | Special Income (u/s111A,112,112A etc.) shall be taxable @ Special rates.
Surcharge | » Surcharge will be @ 10%/15%/25%/37% depending on Total

~ dicess | Income of assessee.
» Health & Education cess (HEC) shall be @ 4% always.
AMT » Assesseeopting forsec.115BAC s not required to pay AMT.

» B/F AMT credit cannot be set of f against income u/s 115BAC.
Therefore, if assessee has b/f AMT credit, it should first exhaust the
AMT credit and thereafter opt for sec 115BAC.

Conditions | 1. Assessee does not claim following deductions /exemptions :

HP

» Interestu/s24(b)for Self-occupied property

15 CA Bhanwar Borana
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Basic Concept

L]
CHAPTER -1

Set-off of HP loss (Let out /Deemed to be let-out

property)against other head (HP loss shall be allowed to

be carried forward as per law).

Salary »

Standard deduction of 50,000, Entertainment allowance |

and Professional tax u/s 16.

Leave travel concession u/s 10(5).

HRA u/s 10(13A).

Allowance u/s 10(14) (except: DTDC)

D. Travel allowance to a Divyang employee for commuting

between the place of residence and place of duty.

T. Travelling or tour allowance - to meet the cost of
travel on tour or on transfer.
D. Daily allowance: to meet the ordinary daily charges
L incurred by an employee due fo absence from his
| normal place of duty.
C. Conveyance allowance: to meet the expenditure on
conveyance in performance of duties of anoffice.
PGBP Sec. 10AA
Sec. 32(1)(iia),
Sec. 35(1)(ii),(iia),(iii), 35(2AA)
1 Sec. 35AD
IFOS » Allowance for income of minor u/s 10(32).

» Allowance to Mps / MLAs u/s 10(17).

» Deduction form Family pension u/s 57.

| Deduction | Deduction under Chapter VI-A

Except : deduction u/s 80JJAA, 80CCD(2)

2. Assessee cannot set-off any b/f loss or unabsorbed depreciation

attributable to deduction referred above.

3. HP loss cannot be set of f against other head.

4. No deduction or exemption for allowance or perquisite provided

CA Bhanwar Borana
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o L ]
Basic Concept CHAPTER - 1

» On failure to satisfy any of the forgoing conditions- option of

concessional rate will be invalid and normal provisions of the Act

shall apply-
- in respect of relevant AY - in case of Individual/HUF not having

business income.

- in respect of relevant AY and subsequent AY - in case of

Individual/HUF having business income.

~Exercising | The option has fo be exercised in FORM 10-IE along with ROI to be
the Option | furnishedu/s139(1)

» In case of Individual/HUF not having business income: assessee

may choose whether or not to exercise the option in each PY.

Therefor assessee can choose any of the two-tax regime every

year depending on their tax liability.

» In case of Individual/HUF having Business income: Once the
option is exercised it can't be withdrawn except assessee ceases
to have PGBP.

Other points | » Rebate u/s 87A is available even if assessee opt for sec. 115BAC.
» Clarification For the purpose of TDS, the CBDT has clarified that an
employee not having income u/h PGBP and intending to opt for the

concessional rate u/s 115BAC, is required to intimate to the employer

of such intention for each PY and upon such intimation, the employer

shall deduct TDS as per section 115BAC. If such intimation is not made

by the employee, the employer shall make TDS without considering the |
provisions of section 115BAC.

Ttisalso clarified that the intimation so made to the employer shall be

only for the purposes of TDS during the PY and cannot be modified I

during that year. However, at the time of filing of return, employee my

take different option.

Further, in case of employee having income u/h PGBP shall also intimate

to his employer. However, the intimation to the employer in his case for

subsequent PYs must not deviate from the option u/s 115BAC once

exercisedinaPy.
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Note

If assessee opted section 115BAC then maximum depreciationallowed @ 40%.

| Ex.: Mr Devam (32 years) is a salaried employee, employed by BB Pvt Ltd. as tax advisor.

His income and tax incentives for the previous year 2022-23 are as follows -

Particulars 2
Basic Salary 40,00,000
House rent allowance [ ¥ 60,000 is exempted u/s 10(13A)] 90,000
 Leave travel concession (LTC) [ ¥ 1,80,000 is exempt u/s 10(5)] 1,95,000
New Pension Scheme contribution(NPS) by BB Pvt. Ltd. (12% of 4,80,000
basic salary)
Payment of professional tax by Devam 2,000
Income from Property A (self-occupied) (-) 1,05,000
Income from Property B (let out) 60,000
Income from Property C (let out) (-) 80,000
Savings bank A/c interest received by minor son of Devam 800
Savings bank A/c interest received by minor daughter of Devam 2,000
Interest on saving bank account of Devam 28 000
Interest on public provident fund credited on March 31, 2023 55,000
Deduction under section 80D, 80E, BOEEA and 80EERB and 806 2,8-1,000
NPS contribution by Devam 400,000
PPF contribution by Devam 20,000

Devam wants to know whether he should opt for alternative tax regime from the AY

2023-24
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Solution : Mr. Devam

PY 22-23 AY 23-24

Computation of Total Income & Tax Liability

Particular Normal Provisions Section 115BAC
L4 2 4 T
Basic Salary 40,00,000 40,00,000
HRA 90,000 90,000
Less: Exempt u/s 10(13A) 60,000 30,000 N/A 90,000
LTC 1,95,000 1,95,000
Less: Exempt u/s 10(5) 1 80,000 15000 |  Nn/al 195,000
NPS contribution by BB Ltd. 480,000 4,80,000(
Gross Salary 45,25,000 47 ,65,000
Deduction u/s 16
(i)  Professional Tax (2,000) N/A
(i) Standard Deduction (50,000) N/A|
Net Salary 44,73,000 47,65,000|
Income from House Property
Self-Occupied Property - A (1,05,000)
Let-out Property- B 60,000
Let-out Property- C (80,000) | (20,000) | (20,000) N/A
Set-of f not
allowed so
carry /
forward
43,48,000 47,65,000|
Income from other sources
SB Interest of Minor Son 800 800
Less: Exempt u/s 10(32) 800 - N/A 800
SB Interest of Minor Daughter 2000 2,000
Less: Exempt u/s 10(32) 1500 500 N/A 2,000
SB Interest of Devam 28,000 28,000
Interest on PPF 55,000 55,000
Less: Exempt u/s 10(11) 55,000 "
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Gross Total Income 43,76,500 47,95,800
_|Less: Deductions u/c VI-A

Sec. 80C : PPF 20,000 N/A |

Sec. 80CCD(1) EE cont. to NPS 3,50,000 N/A

3,70,000

Sec. 80CCE Max. deduction u/s 150,000 1,50,000

80C+80CCC+80CCD(1) is 1,50,000 50,000

Sec. 80CCD(1B) EE cont. to NPS N/A
| Sec. 80CCD(2) ER cont. fo NPS

(i)  ERCont. 4,80,000

(i)  10% of Salary 4,00,000 4,00,000 4,00,000

Lower of above _

Sec. 80D, 80E, 80EEA, 80EEB, 806 2,81,000 N/A

Sec. B0TTA Interest on SB A/c 10,000 N/A

Total Income/ Net Taxable Income 34,85,500 43,95,800

Computation of Tax Liability

Tax as per Normal Provisions Tax as per Sec 115BAC
P L Rate| Amo

articular Rate| Amount Particular Amount
Upto 2,50,000 Nil - Upto 2,50,000 Nil -

> 250,000 upto 5,00000 | 5% | 12,500 > 2,50,000 upto 500,000 | 5% | 12,500
>5,00,000 upto 10,00,000 _ 20%]1,00,000 > 5,00,000 upto 7,50,000 ‘ 10%_ 25,000
>10,00,000 upto 34,85,500 | 30%|7,45,650|> 7,50,000 upto 10,00,000 | 15% 37,500
8,58,150|> 10,00,000 upto 12,50,000 | 20% 50,000
 |Add:HEC@4% | | 34326|>12,50,000 upto 15,00,000|25%| 62,500
Net Tax Payable 8,92,476|> 15,00,000 upto 43,95,800| 30%| 8,68,740
10,56,240
Add: HEC @ 4% 42 250
Net Tax Payable 10,98 ,490

Conclusion : Since in the present question tax as per normal provision is lower so
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1 Deduction Under Chapter VI - A

Deduction under chapter VI-A is restricted to Gross Total income & deduction cannot

be carry forward.

Deduction under chapter VI-A is Not Allowed against LTCG, LTCG u/s 112A, STCG u/s

111A & special rates of tax income.

Part : A Payment Related Deductions

Sec BOC: Specified investments

Eligible Assessee : Individual & HUF

Amount of deduction: ¥1,50,000 [Maximum Limit]

o1oT|e(H#

Eligible Investments:

Life Insurance Premium

(For: Self, Spouse, Children - In case of Individual)

(For: Any member of HUF - Incase of HUF)

#  Ifpolicyissuedbefore01/04/2012

| 1)Premium paid XX

v ii) 20% of Policy value (sum assured) XX

#  Ifpolicyissuedonorafter01/04/2012

| i) Premium paid XX

v ii)10% of policy value XX

#  If policy issued on or after 01/04/2013 for person with disability (u/s 80U) or

person suffering from specified disease (u/s 80 DDB).

| i) Premium paid XX

l ii) 15% of policy value XX

Amount deposited in Public Provident Fund (PPF)

(For: Self, Spouse, Children - In case of Individual)

(For: Any member of HUF - In case of HUF)

CA Bhanwar Borana



L L]

Deduction Under Chapter VI - A CHAPTER-11

Employee’s contribution to Statutory provident fund, Recognised Provident fund or

Approved Superannuation Fund (SPF, RPF & ASF).

iv. Amount invested in NSC as well as interest accrued on NSC.

V. Repayment of Loan taken from banks or financial institution for purchase or
construction of House.

vi. | Fixed Depositinascheduled Bank or Post office for 5 years or more.

vii. | Tuition fees paid for education of children.
[Max 2 children for full time education in India]

viii.| DepositinNotified bonds of NABARD.

ix. | DepositinSenior citizen Saving Scheme.

X. Contribution towards Unit Linked Insurance Plan (ULIP).

xi. | Notified units of Mutual Funds or UTT.

xii. | Notified Pension scheme of UTI or MF.

xiii.| Deposit in Sukanya samridhi scheme A/c.[for any girl child of individual or girl child
for whom such individual is a legal guardian].

xiv | Stampduty, registration fee for acquisition of house property.

xv. | By employee of CG as a contribution to a specified account of the pension scheme
referred toinsection 80CCD fora fix period of Three years or more (NPS Tier 2).

xvi.| Contribution to National Housing Bank (Tax Saving) Term Deposit Scheme, 2008.
Note:
If inanyPY,anassessee:
» Terminates his LIP or has not paid premium after 2 years,
» Terminates ULIP or has not paid any premium for atleast 5 years,
» Transfers House before 5 years from the end of FY in which possession is obtained,
»  Amount withdraw from FD or Senior Citizen Saving Scheme before 5 years,
then all deductions allowed earlier will be deemed to be income in the year of violation
/withdrawal.

# | Sec80CCC: Contribution toPension Fund of LIC or other Insurance company.

a. Eligible Assessee : Individual

Amount of Deduction Maximum ¥ 1,50,000
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Section 80CCD : Contribution to Pension scheme of Central Govt. / New Pension

Scheme / Atal Pension Yojna

Eligible Assessee : Individual

Amount of deduction - sec 80CCD(1)
Salaried Employee Other Individuals
Y A J
| (1) Employees Contribution XX | (i) Assessee'scontribution xx
Y (1) 10% of salary xx ¥ (i) 20% of 6TI XX

Sec 80CCD(1B) : Additional deduction up to 350,000 shall be allowed other

than contributions covered u/s 80CCD (1)

Example: Assessee's contribution - ¥140,000 towards NPS & GTI is ¥5,50,000, in this

case, assessee can claim ¥1,10,000 (20% of 6TI) u/s 80CCD (1) & remaining 30,000 u/s

80CCD (1B) or He can first claim u/s 80CCD(1B) of ¥50,000 & remaining 30000 u/s 80

CCD (1).

Section 80CCD(2): Employer's contribution to NPS for the benefit of Employee.

Employer's contribution is first taxable under the head salary in hands of Employee &

then he gets deductionu/s 80CCD(2)

(i) Employer's Contribution XX
(i) 10% / 14% of Salary XX
* 14 % where such contributionmade by C.6. & S.G.

Notes:

For the purpose of Sec 80CCD(1) & (2), Salary means = Basic salary +DA (In terms)

As per sec 10(12A) any payment received by Assessee on closure of his account is

exempt to the extent of 60% (40% is taxable) of total amount payable to him at the

time of closure . In case of employee or Non-employee, any amount received from

NPS by the nominee legal heir on death of anassessee is Fully Exempt.

The subscribers from recognised Provident Funds and Super-annuation Funds would

be able to transfer their corpus from these funds to National Pension System (NPS)

without any tax implication.
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In case of partial withdrawal from NPS by an employee, payment shall be exempt upto 25%

of contributions made by him (Fully taxable for non-salaried employee) [Sec 10(12B)].

Sec 80CCE : Aggregate deduction u/s 80C + 80CCC + 80CCD(1) is restricted to Maximum

¥1,50,000.

Sec 80D : Deduction in respect of Medical Insurance Premium, Central Govt. Health

Scheme, Preventive Health checkup & Medical Treatment.

Eligible Assessee : Individual & HUF

For whom :

Individual - Self, spouse, Parents & dependent children.

HUF - Any member of HUF.

Mode of Payment

Any mode other than Cash, but payment of preventive health checkup can be made in Cash.

Amount of Deduction : Individual HUF
Self, spouse, Parents Members
Dependent
Children

i) Medical insurance Premium yes yes yes

i) C6 Health scheme yes X X

iii) Preventive Health check up yes yes X

General deduction i+ii+iii Max 225,000 | Max ¥25,000| Max 225,000

-+

Additional deduction (when

medical insurance policy taken on

the Life of senior Citizen)

Age 60 or more Max 225,000 | Max 25,000 | Max ¥25,000

Medical Expenditure of

Senior citizen

(Age 60 or more) & Mediclaim

premium not paid for Such person.| Max 350,000 | Max 350,000 | Max 350,000

Maximum Deduction (A+B) Max 50,000 | Max ¥50,000 | Max ¥50,000

Notes : Aggregate payment for preventive health checkup of self, spouse, dependent

children & parents cannot exceedZ5000/-
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£ Where the medical insurance premium is paid in lumpsum for more than 1 year,

deduction for each year shall be : Lumpsum premium

PY'sinwhich Insuranceinforce

Example : Mr. BB paid health insurance premium to star health of 60,000 for 5 years
on 01/11/22. Policy tenure is 5 years i.e. from 01/11/22 ftill 31/10/27. Calculate
deduction to be allowed inPY 22-23.

In this case deduction allowed in 6 PY's i.e., from PY 22-23 till PY 27-28, so deduction
for PY 22-23 is 60,000/6 years = £10,000.

# Section 80DD: Deduction in respect of Medical treatment & Maintenance of Handicapped

dependent relative
Eligible Assessee ; Resident Individual & HUF
Amount of deduction:

| (i)Normal disability = 75,000 il Flat
(ii) Severe disability =% 1,25,000 J deduction
Notes:
1. Assessee should incur expenses on medical treatment or deposit any amount for

maintenance of such handicapped dependent relative.

2 Relative Individual -spouse, brother,sister,children, mother, father.
HUF - Any member of HUF
3. Under this section deduction will be reversed if dependent handicapped relative received

annuity before the death of assessee or before attaining age of 60 years of assessee.
# Section 80DDB : Deductionin respect of Medical treatment of specified Disease

a. Eligible Assessee : Resident Individual / HUF
b Amount of deduction: Z
(i) Actual Expenses on treatment XXX
(i) Maximum * 40,000/ 1,00,000 XXX
(whichever is lower) XK
Less: Insurance claim (xxx)
Amount of deduction XXX

» Normal case - X 40,000
Senior citizen patient - £1,00,000
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Notes: Assessee should incur expenditure on the treatment of specified diseases

for: Individual : Self, dependent relative (spouse, children, parents, brother, sister)

HUF: Any dependent member.

H Section 80U: Deduction for handicapped Assessee
a. | Eligible Assessee : Resident Individual
b Amount of deduction:
Normal disability:375,000 | Flat
Severe disability :¥1,25,000 )" deduction
# | Section80E: Deductioninrespect of Interest onloan for higher educationinIndia
or abroad [any course after XII"].
a. Eligible Assessee : Individual
b. Amount of Deduction:
Interest amount for a period of 8 consecutive years starting from the year in which
assessee starts paying interest.
Note : Deduction is allowed if loan taken for the education of self, spouse, children,
and any student from whom assessee is alegal guardian.
# Section 80 EE :Deductionin respect of interest on housing loan
a. Eligible Assessee : Individual
b. Amount of dedn: Max¥50,000
C. Condition:

i. Loan should be taken from bank or financial institution for acquisition of

residential property.

ii. Purchase price of house upto 350 Lakh.

iii. Loanshould be sanctioned between1/4/2016 to 31/3/2017.

iv. Loanamount up to¥35 lakh.

V. Assesseedoesnot ownany residential house on the date of sanction of loan.

vi. First deduction should be claimed u/s 24(b) of house property (up to ¥2,00,000)

& remaining int deductionu/s 80EE.
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Section 80EEA : Deductioninrespect of interest on housing loan

Eligible Assessee : Individual (other than covered in 80EE)

CHE-EE .

Amount of Deduction : Max.%1,50,000

i

Conditions:

i. Loanshould be taken from banks or financial institutions for acquisition of

residential house property.

ii. Stamp Duty Value of house property should be upto 45 lakhs.

iii. Loanshould be sanctioned between 1/4/2019 to0 31/3/2022.

iv. Assesseedoesnotownany residential house property onthe date of sanction of loan.

v. Whereadeductionunder this sectionis allowed for any interest, deduction shall not

be allowed inrespect of such interest under any other provision of this Act for the

same or any other assessment year.

vi. First deductionshould be claimed u/s 24(b) of house property and remaining interest

deductionu/s 80EEA.

Section BOEEB : Deduction in respect of interest on Electric Vehicle loan

Eligible Assessee : Individual

SRR . -

Amount of Deduction: Max.%1,50,000

L5

Conditions:

i. Loanshould be taken from banks or financial institutions including NBFC for

purchase of electric vehicle.

ii. Loanshould be sanctioned between1/4/2019 10 31/3/2023.

iii. Where adeductionunder this sectionis allowed for any interest, deduction shall not

be allowed in respect of such interest under any other provision of this Act for the

same or any other assessment year.

“Electric vehicle" means a vehicle which is powered exclusively by an electric motor

whose traction energy is supplied exclusively by traction battery installed in the vehicle

and has such electric regenerative braking system, which during braking provides for

the conversion of vehicle kinetic energy into electrical energy.
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Section 806G: Donations

CA Bhanwar Borana

a. Eligible Assessee : All Assessee
b Eligible Donations :
Part A : Unlimited Category
1. Jawanarlal Nehru Memorial fund \
2. Indira Gandhi Memorial Trust
3. Rajiv Gandhi Foundation 50%
4, P.M.Drought Relief fund Unlimited
5. National Defense fund
6. P.M.National Relief fund & P.M. Care fund
Z. P.M. Armenia Earthquake Relief fund
8. C.M.Relief fund &Lieutenant Governor Relief fund
9. Zilla Saksharta Samiti
10. | National sports fund 100%
11, National children fund Unlimited
12. | National cultural fund
13. | Swachh Bharat Kosh
14. | CleanGangaFund
15. | TheNational Fund for control of Drug abuse
16. | Fundfor Army,etc
Part B: Limited Category Code: FOHTC Mobile
1. Donation to Government or Local Authority or approved
Institution for promoting Family (F) Planning. 1
2. Donations by company to Indian Olympics (0) ) 100%
Association or any other institution for I Limited
development of infrastructure for sports in India, J
3. Donation to Housing (H) development authority \
4 Donation for renovation or repair of temple (T), gurudwara, mosque or
church, etc. 50% limited
5. Donation to any public Charitable (C) Trust
6. Donation for promoting minority (MOBILE)
community in India, ‘
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Under limited category, there is limit of Eligible donation,

F XXX

o XXX

H.T XXX

C XXX

Mobile XXX

Total Donation xxx |

10% of ATT* xxx "

Eligible Donation XXX

*ATI - Adjusted Total income <
GTI (exclude Income Taxable at special Rate) XXX
(-) All deductions (except 80G) (xx)
ATL XXX

Note : Deduction under this section is not allowed if donation made in cash is more

than ¥ 2000.

Example: z

E. © 25,000

HTC Mobile 40,000
| Total Donation 65,000
v 10%of ATI (4,50,000) 45,000

45,000
)

F.O.(100%) (50%) BAL (HTC MOB)
25,000 x 100% =% 25000 20,000 x50% =% 10,000
Notes:

If doner made donation to any Trust/Institution then deduction shall be allowed only

if such trust/institution is registered u/s 806(5).

Doner shall be entitled to deductionu/s 806G only if;

(i)  the donee Trust/institution prepares a statement in Form No.10BD and

submitted to PDGIT(System)upto 31st May of next FY, and
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(ii)  thedonee Trust/institution furnishes a certificate to the donorin Form No.

10BE upto 31st May of next FY. (Applicable w.e.f. 01/04/21)

Donations paid in kind are not eligible for deductionu/s 806.

Deductionunder this section not allowed if it is made in cash of more than X 2,000.

Employees make donations to the PM National Relief Fund, the CM Relief Fund or the

LG Relief Fund through their respective employers, EE's shall be eligible for

deduction u/s 806G even certificate issued in the name of ER. ER will issue certificate

to EE's about such donation.

Section 806G : Rent paid of House Property (HRA not recd)

a. Eligible Assessee: Individual

b. Amount of deduction;

(i) T5000p.m.

(ii) 25 %of Adj.6TI

v (i) RentPaid-10% of Adj.GTT

Note : The assessee or his spouse or minor child or HUF should not own any house at the

place of his duty. Adjusted GTI=GTI - All deductionsu/c VIA (Exceptu/s8066)

Section 806GA : Deduction in respect of Donation for scientific research or rural

development

Eligible Assessee: All assessees (except assessees having income under the head PGBP.)

Amount of deduction: 100% of donation.

If donation amount is more than 2,000 then should be made other than Cash.

Section 80GGB; Donation to Political Parties or Electoral Trust

Eligible Assessee: Indian company

Amount of deduction: 100% of donation.

Section 80G66GC: Donation to Political Parties or Electoral Trust

e

Eligible Assessee: Any person (other than Indian co.)

Amount of deduction: 100% of donation

Note : No deductionus 8066B/80GEC, if donation made in CASH.
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Section 80JJAA : Deduction inrespect of Employment of new employees

Eligible Assessee: Any Assessee engaged in Business & to whom Sec 44AB applies

[ie. T/O>T1cr/10cr].

Amount of deduction: 30% Additional employee cost (deduction allowed for 3 consecutive

years.)

Additional employee cost : Total emolument paid or payable to Additional employees

employed during theP.Y.

1 Incase of existing business, Additional employee cost shall be NIL, if

# There is no increase in the Total number of employees.

# Emoluments paid otherwise than by A/c payee cheque / draft / NEFT / RTGS

orany other electric mode as may be prescribed. (means paid in CASH).

Example : Suppose total employee as on 31/3/21 were 100 and during P.Y. 2021-22, 15

employees left the job & 15 new employees joined, then there will be no

deduction under this Section, suppose in above example 20 new employees

joined then deduction will be allowed on emolument paid to 5 employees,

2. In case of New Business - Additional employee cost shall be emoluments paid /

payable to employees employed during that P.Y.

Additional employees do not include-

employee whose emoluments >Z 25,000 p.m.

employee employed for less than 240 days in P.y. (in case of manufacture of apparel

or footwear or leather products then 150 days)

L[]

employee does not participate in RPF.

employee for whom the entire contribution is paid by Government under Employees'

Pension scheme notified in accordance with the provision of the Employees Provident

funds & Miscellaneous Provision Act, 1952,

Note -1

If anemployee is employed during the previous year for less than 240 days or 150 days,

as the case may be, but is employed for a period of 240 days or 150 days, as the case may

be, in the immediately succeeding year, he shall be deemed to have been employed in the

succeeding year. Accordingly, the employer would be entitled fo deduction of 30% of

additional employee cost of such employees in the succeeding year.
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Note -2

Deduction under this section allowed only if BOA is audited of assessee and audit report

should be submit upto date given u/s 44AB.

# Section 80QQB: Royalty from Books of literacy, artistic, scientific nature
a. Eligible Assessee: Resident individual
b. Amount of deduction: Z
(i) Eligible Royalty received XX
(ii) T 300000 XX
(whichever is lower)
Eligible Royalty —> |ump sum royalty - Amt recd as Royalty
5 Not lump sum - up to 15% of the value of Books sold.
# Section 80 RRB : Royalty from Patents
a. Eligible Assessee: Resident individual
b. Amount of deduction: X
| (i) Royalty received XX
V(i) MaxZ 300,000 XX
whichever is lower
o Notes: If Royalty is earned outside India, then deduction is allowed only if such
royalty amount is brought in India in convertible foreign exchange within 6 months
from the end of theP.Y. or time allowed by RBI [For see 80QQB & 80RRB].
# Section 80TTA: Interest on Savings Account.
a. Eligible Assessee : Individual & HUF
b Amount of deduction: g
(i) Interest amount XX
4 (ii)%10,000 XX
whichever is lower
& Savings account with Banking Company, Co-op Banks or Post of fice.

Note : Deduction under this section would, however, not be available to a resident

senior citizeneligible for deduction under section 80TTB
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Section 80TTB: Deduction in respect of interest on deposits in case of Senior

Citizens

Eligible Assessee: Resident Senior Citizen whose GTI includes interest on Deposit

with Bank, Co op Bank or post of fice

Amount of Deduction X
| (i) Interest Amount XX
v (i) 250,000 XX

whichever is lower

Note for 80TTA & 80TTB : Where interest income is derived from any saving

account or deposit held by, or on behalf of, a firm, an AOP or a BOTI, the partner

of the firm or member of AOP/BOTI would not be allowed deduction in respect of

such income while computing their total income
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Advance Tax

Advance tax means tax paid in the financial year immediately preceding the A.Y. (i.e.

PY.)

Advance shall be calculated by estimating the current year income then applying tax
rates. TDS / TCS & MAT credit shall be deducted to arrive at Advance tax liability.

Assessee is required to pay Advance tax if his liability for advance tax is 2 10,000 or

more.

~ Exceptions: Resident Senior citizen not having income under the head "PGBP".

Due dates of Advance tax for all Assessee

Due Dates Amount of Advance Tax

upto15 th Juneof P.V.
upto 15th Septof P. V.
upto 15th Decof P.Y.

upto 15 % of advance tax liability
upto 45 % of advance tax liability
upto 75 % of advance tax liability

_upto15thMarof P.Y. upte 100 % of advance tax liability

Note : Tax paid upto 31st March of P.Y. is treated as advance tax.

If Assessee opts for Sec 44AD/ADA (Presumptive PGBP) then due date of Advance

tax is 15th March of P.Y. (only one instalment).

Payment of Advance Tax in pursuance of order of A.O (Section 210)

If Assesee has not paid or short paid the advance tax then A.O. may make order u/s

~ 210 and ask assessee to pay advance tax in the installment/ installments due after

Officer shall compute the advance tax by taking:

(i) the total assessed income of the latest PY for which assessment has been made or
~ (ii) the total income declared in the return of income of any subsequent P.Y. (i.e.

subsequent to the previous year for which assessment has been made)

whichever is higher
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13 Interest u/s 234 A/B/C/D
& 244A

Sec 234A: Interest for delayinReturn filing.

Tax as per ROI X Rate x Period

[After Adjustment of [1% per month [from next day after

TDS/ TCS / Advance tax/ orpartofa due date of ROT fill

MAT credit / Relief month ] date of Actual returnfilling]

(include relief u/s 89)]

i.e. Tax remaining unpaid

onlst Aprilof AY.

Note : However as per supreme court decision in Dr. Pranoy Roy, credit will be given of

self Assessment tax, if it is paid upto due date of return filing.

Sec 234B: Interest for non/ short payment of advance tax

This interest is not applicable if assessee paid 90% or more of Advance tax payable.

Advance Tax
Short paid X Rate X Period
as per ROT [1% per month or [from 17 April of A.Y. till

part of amonth] Actual date of payment]

Sec 234C: Interest for deferment of Advance tax instalments

Deferred x 1%permonthor x 3monthsforallinstalmentsexcept

amount part of amonth last instalment.

[for last instalment, Int is applicable

always for 1 month ][16/3 — 31/3]

Notes:

No interest u/s 234C shall be levied if Assessee paid Advance tax upto 12 % in

1" instalment, upto 36 % in 2" instalment.

Advance tax in case of capital gain & winnings

Assessee is not able to estimate capital gains and winnings or income under PGBP

accrues first time or dividend so advance tax on such income shall be paid in remaining

instalmentby assessee after receipt of such income. If no instalment is due [income

recd. during16/3 to 31/3] then Advance tax shall be paid upto 31/3 of P.Y
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Sec 234E: Fee for default in furnishing TDS / TCS Statements

For delayed filing quarterly statement, assessee shall be liable to a mandatory fees

of 200 per day during which default continues. The fees cannot exceed the amount

of TDS deductible. The fees shall be paid before filing of quarterly statement.

Sec 234F: Fee for default in furnishing return of income

Where a person, who is required to furnish a return of income under section 139,

fails to do so within the prescribed time limit u/s 139(1), he shall pay, by way of fee,a

sum of X 5000.

However, if the total income of the person does not exceeds %5 lakhs, the fees

payable shall not exceed ¥ 1,000.

Sec 234H: Fees for default in Linking Aadhar with PAN

If assessee link Aadhar with PAN on or after 01/04/2022 then he is required to pay

following fees-

Link between01/04/22 till 30/06/22 - X 500

Link onorafter 01/07/22 - £1000
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14 Tax Deducted & Collected
at Source

Tax is deducted only if amount is taxable in hands of receiver.

TDS requirement arise :

i. atthetimeof payment OR
ii. atthetimecreditingthe A/c of payee [whicheveris earlier]

But in following cases TDS deducted only at the time of payments:

a. Salary b. EPFPayment C. Winnings

d. Maturity of life insurance policy e. Compensation on compulsory acquisition of

f. Cashwithdraw from bank property.

g. Dividend

All TDS rates are FIXED ratesi.e. 1%,2%,5%,10%, etc.

But if payment made to NR / Foreign Co. or payment of salary, surcharge & HEC shall be

considered.

in case where the payment is for personal purpose (Subject fo certain exceptions) |

If payee does not furnish his PAN to the payer, the TDS rate shall be - [ Sec 206AA ]

1‘ (i) Rate as per respective section OR

| (ii))Rate @ 20%™ [whichever is higher]

*For sec 194-0/194-Q rate is 5% instead of 20%

If the payment is made by payer without TDS, then payee shall be responsible to make

payment of tax directly. However, if the tax has been deducted by payer, but not

deposited with Government, then payee cannot be called upon to pay that much tax.

Section Nature of Payment Payer Payee Rate

192 Salary Any Person | Employee (R/NR) | Slab Rate

Additional Points

Employer required to deduct TDS only at the time of Payment.

If employee intend to opt section 115BAC & submitted declaration to employer then

employer shall deduct TDS considering provisions of sec 115BAC.

Employer shall consider details of other income & deduction of employee if furnished by

Employee. Employee has to submit evidences of such deductions, exemptions & losses.

Employer shall not consider losses of employee except loss under the head house

property.
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If employer bear the tax on non-monetary perquisites, then this need not be deducted

from the salary of the employee. Amount borne shall not be allowed to employer u/s

40(a)(v) and the same will be exempted in the hands of employee u/s 10(10CC). Also, the

tax so borne will be treated as TDS in the hands of employee and credit of the same can

be availed by employee.

Where the employee has worked with more than 1 employer during the year or employee

changed the job during the year, he may furnish the details of his salary & TDS deducted

by one employer to other/current employer.

Where firm pays salary to partner, section 192 is NOT attracted as it is taxable in hands

of partner under the head Business/Profession.

Section Nature of Payment Payer Payee Rate

192A Accumulated balance of PF | Any Person | Employee (R/NR) 10%

Additional Points

TDS required to be deducted only at the time of Payment.

No need to deduct TDS if aggregate amount of payment is less than X50,000.

If the Employee does not furnish his PAN, TDS should be deducted at MMR.

Section Nature of Payment Payer Payee Rate

193 Interest on Securities Any Person | Resident Person 10%

Additional Points

No TDS if interest is paid:

For Debenture issued by a public company to Individual/HUF if interest does not exceed

% 5,000 during the PY and the same is paid by a/c payee cheque.

To LIC,GICorotherinsurers.

Listed D-MAT Securities.

National Development Bonds.

7 Year National Savings Certificate (IV-Issue).

54EC Capital Gains Bonds issued by Power Finance Corp. Ltd. or Indian Railway Finance

Corp. Ltd.

Individual holding 6.5% Gold Bonds, 1977 or 7% Gold Bonds, 1980 provided that the

nominal value of bonds does not exceed X 10,000.
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» On Govt. Security [exception- interest on 8% Savings (Taxable) Bonds, 2003 or 7.75%
Savings (Taxable) Bonds, 2018, if interest is more than X 10,000 during the PY then TDS

applicable]
Section | Nature of Payment Payer Payee Rate
194 Dividend Domestic Company | Resident Person 10%

Additional Points
TDS required to be deducted only at the time of Payment.

2. No TDS if payment made to Individual by any mode other than cash and payment is upto
X5,000inaPYy.
3. No TDS if dividend to LIC, GIC or any other insurer provided the shares are owned by

them, or they have full beneficial interest in such shares.

Section | Nature of Payment Payer Payee Rate
194A  |Interest other than| Any Person other Resident Person 10%
Security interest | than Individual &
HUF [Ind/HUF
required to deduct
TDS, if last year
T/0>1Cr in case of
business or 6/R > 50
Lakhs in case of

profession]

Additional Points

No TDS in following cases

T, Interest by Bank / Post of fice / Co. Op. Bank on time deposit upto 40,000 (X 50,000 for
Resident senior).

Interest by any other person Co. Op. Bank upto 5,000.

Interest onsaving Bank Account.

Interest by Firm to Partners.

ol Pl ol f i

Interest on Income Tax Refund.
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Interest on Zero Coupon Bonds.

Interest to Banks, Co-op. banks, Financial Corporations, LIC, Insurance Co., UTI, National

Skill Development Fund, Housing and Urban Development Corporation.

Interest by a Co-operative Society (other than Co. op. Bank) to another Co-operative

Society or to any of its Members.

Interest by aCo-operative Society being bank to another co-op. society.

10.

Interest on deposits with a primary agricultural credit society or a primary credit society

oraco-operative land mortgage bank or a co-operative land development bank

Note : Incase of point 8 to 10 TDS required to be deducted if T/O or /R of Co-op. Society

in last year more than 50 Crores and interest paid/credited is more than X 40,000 or in case

of senior citizen X 50000.

11.

Interest Credited on the compensation amount awarded by the Motor Accidents Claims

Tribunal (MACT).

12.

Interest on the compensation amount awarded by the MACT paid during the FY does not

exceed X 50,000.

13.

In case of banks following CBS Software, NO TDS should be made on Interest which is

credited to a provision account on a daily or monthly basis only for the purpose of macro

monitoring by CBS software since no amount is actually credited to depositor's a/c. Thus,

TDS is to be made at the time of actual credit given to depositor's a/c and Further, the

limit of 40,000 shall be check bank-wise not branch-wise.

14.

Interest income accrued to minor child, where both the parents have deceased [N/N.

05/2017] : TDS is required to be deducted and reported against PAN of the minor child

unless a declaration is filed that credit for tax deducted has to be given to another

person.

15

Interest on Capital Gains Accounts Scheme A/c, where depositor has deceased:-

a. TDSoninterestaccrued upto the death of the depositor isrequired to be deducted &

reported against PAN of the depositor, and

b. TDS on int accrued for the period after death of the depositor is required to be

deducted and reported against PAN of the legal heir, unless a declaration is filed that

credit for tax deducted has to be given to another person.
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Section Nature of Payment Payer Payee Rate

1948 Winnings from lotteries, Any Person Any Person 30%

crossword puzzles etc.

194BB | Winnings from horse Any Person Any Person 30%

races
Additional Points
TDS required to be deducted only at the time of Payment.

No TDS if winning is upto X 10,000.

If the winning is wholly in kind or it is partly in kind & partly in cash and the cash

balance is not sufficient enough to meet the TDS liabilities, then Payer shall release

the prize only after ensuring that tax on such wining is paid to Govt.

4. | In cases where the book-maker paying the winnings, credits such winnings and debits

the losses to the the punter, fax has to be deducted @30% on winnings before set-

off of losses. Thereafter, the net amount, after deduction of tax and losses, has to

be paid to the winner.

Section | Nature of Payment Payer Payee Rate
194¢C Contracts & sub- Any Person other Resident Person | Payee:-
contracts [carrying | than Individual, Ind/HUF
out any work HUF, AOP, BOI 1%
(including supply of | [Ind/HUF/AOP/BOT Other
labour for carrying | required to deduct 2%
out any work) in TDS, if last year
pursuance of a T/0O>1Crin case of
contract] business or G/R > 50
Lakhs in case of
profession]

Additional Points
1. No TDS if :-
»  Single contract is upto 30,000 or

» Aggregate of contract in PY is upto 1,00,000.

No TDS if contract is for personal purpose of Individual/HUF.
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Work includes:

» Advertising, Broadcasting, Telecasting (including production of programmes),

» Carriage of goods or passengers by any mode other than by railways,

» Catering,

» Manufacturing or supplying a product as per specification of customer using

material supply/sale by such customer or its associate of customer covered u/s

40A(2) (TJob Work).

No TDS if payment made to transporter owning not more than 10 vehicles at any time

in the PY and who furnishes a declaration to this effect along with his PAN.

In case of Job Work, TDS shall be applied on the invoice value excluding the value of

material purchased from the customer/associate, provided bifurcation is given in the

invoice. If no bifurcation is give, then TDS shall be applied on the entire amount.

Payments by client to Advt. agency - It is treated as work and TDS applicable u/s 194C.

Payment of collection
Payment for advertising from ads after
Consumer its product on TV Advertisement retaining say 15% - TV
~ommpany TDS u/s 194C agency No TDS u/s 194H [l

No TDS u/s 194C

Payments by broadcasters or Telecasters (TV channels) to production houses for

production of content for broadcasting / telecasting

Where the content is produced as per Where telecaster / broadcaster, acquires

the specifications of broadcaster/ only the telecasting/ broadcasting rights

telecaster and the copyright of the of the content already produced by the

content is also transferred to them production house

(e._g. Production of _New Ramayan ) (geﬁi ng r_fg_hf of or'_iginul quqyan)

} o | o

Such contract is covered by the definition there is no contract for carrying out

of the term 'work' u/s 194C and any work, as required u/s 194C

r h 4

subject to TDS u/s 194C No TDS u/s 194C
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8. | Payment for transportation of gas [Circular 9/2012]

If Seller sells as well as transports the gas to the buyer till the point of delivery,
nature of such contract which remains 'contract for sale' and not a 'works contract'

- irrespective of fact whether the ftransportation charges are included in the cost of |
gas or shown separately.
However, if transportation charges paid to a third-party transporter, then TDS shall
be made u/s 194C.

9. | Cold Storage charges, which involves providing of refrigeration facility as well as
storage facility, shall also be subject o TDS u/s 194C as a contract charge only and
not u/s 194-I (Rent).

Section Nature of Payment Payer Payee Rate
194D Insurance Commission | Any Person | Any Resident Person 5%

Additional Points

No TDS if commission is upto 15,000 in FY.

Section Nature of Payment Payer Payee Rate
194DA Maturity of Life Any Person Any Resident 5%
Insurance Policy Person

Additional Points

TDS required to be deducted only at the time of Payment.

No TDS if maturity amount is less than 1,00,000.

No TDS if maturity amount exempted u/s 10(10D).

Alwin e

In this section TDS applicable on income component i.e. maturity amount minus

premium paid.

Section Nature of Payment Payer Payee Rate
194E Payment to NR sports Any NR Sport personor NR | 20.8%
person/ Sports Person | entertainer (who is not | (20% +
Association/ Entertainer a citizen of India) or NR | HEC @4)
sport association
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Additional Points

1. | Income received by NR Sportsmen (who is not a citizen of India) by way of:

»  Participation in any game or sport in India.

» Advertisement.

»  Contribution of article in newspapers, magazines, journals relating to game or sports

in India.

2. | Guarantee Income received by NR sports association or institution in relation to any

game or sports played in India.

3. | Income received for performing in India by NR entertainer (who is not a citizen of India).

Section Nature of Payment Payer Payee Rate
194G Commission on sale of Any Person Any Person 5%
lottery tickets
Additional Points
L No TDS if commission is upto 15,000 in FY.
Section | Nature of Payment Payer Payee Rate
194H Commission & Any Person other than Individual | Resident 5%
brokerage & HUF [Ind/HUF required to Person

deduct TDS, if last year T/0 > 1

Cr in case of business or G/R >

50 Lakhs in case of profession]

Additional Points

No TDS if commission or brokerage is upto X 15,000 in FY.

No TDS on Payments by BSNL or MTNL to their public call office franchises.

No TDS if commission or brokerage related to security like commission to underwriter,

brokerage on public issue etc..
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Section| Nature of Payment Payer Payee Rate
194-I |Rent of P&M, Any Person other than Resident [ P&M,
equipment's, Individual & HUF [Ind/HUF Person |equipment- 2%
.Builc.:iing, Furniture, " required to deduct TDS, if | | Land, Building, |
Land last year T/O > 1 Cr in case of Furniture -10%
business or G/R > 50 Lakhs in
case of profession]

Additional Points

No TDS if rent is upto X 2,40,000 to a person in F.Y.

No TDS on 'Refundable Deposits’. However, 'Non-Refundable Deposits’ shall attract

TDS under this section.

Arrears of Rent received during the current year shall also be considered for the

purpose of deducting TDS u/s 194I.

Even Advance Rent shall also be subject to TDS in the year of payment.

Warehousing charges shall also be subjected to TDS under this section.

It is not necessary that the Payee must be the owner of any of the above-mentioned

assefts.

CBDT circular- Lumpsum lease premium or onetime upfront lease charges which are

not adjustable against periodic rent and which are paid for acquisition of long term

lease rights - are not in the nature of rent within the meaning of sec 194-I, therefore

NO TDS.

Passenger Service fees (PSF) paid by Airline's Company to Airport Operator is not

treated as rent so TDS not applicable u/s 194-I [Circular No. 21/2017].

Section Nature of Payment Payer Payee Rate

194-IA Transfer of Immovable Any Resident | 1% of Consideration
property (other than Person Person or SDV whichever
rural agriculture land) (Buyer) (Seller) is higher

Additional Points

TDS is applicable only if Consideration or SDV is £50,00,000 or more.

Consideration for transfer of immovable property includes club membership fees, car

parking fees, electricity or water facility fees, maintenance fees, advance fees or any
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other similar charges incidental to transfer of immovable property.

Section | Nature of Payment Payer Payee Rate
194-IB |Rent of Immovable | Individual/HUF (Not | Resident Person 5%
Property covered u/s 194-T)

Additional Points
No TDS if rent is upto 50,000 per month or part of the month.
2. | In this section TDS required to be deducted only at the time of credit or actual

payment of the last month rent, whichever is earlier. [Here last month of year or

tenancy as the case may be]
3. | Where the payee fails to furnish his PAN, TDS shall be deducted at the rate of 20%.

However, in any case, such deduction cannot exceed the rent of the last month.,

Section Nature of Payment Payer Payee Rate
194-IC | Consideration under Joint| Any Resident Person 10%

development agreement | Person
(JDA)

Additional Points
In this case TDS applicable only for cash/money consideration u/s JDA as specified
u/s 45(5A).

Section | Nature of Payment Payer Payee Rate
1947 a) Fees for professional| Any Person other Resident 10%
Service (FPS) than Individual & Person (reffer
b) Fees for Technical | HUF [Ind/HUF point 1)
Services (FTS) required to deduct
c¢) Remuneration to TDS, if last year
directors T/0O > 1Cr in case of
d) Royalty business or G/R > 50
e) Non-compete fees [ Lakhs in case of
(NCF) profession]
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Additional Points

In following cases TDS rate is 2% instead of 10% :-

» Payment to any call centre.

» Fees for Technical service (not being professional service).

» Royalty paid for sale distribution or exhibition of cinematographic film.

No TDS if amount is upto X 30,000 p.a., limit of X 30,000 p.a. is applicable separately

for each nature of payment (i.e. X 30,000 each for FPS, FTS, Royalty, Non-compete)

No limit for director fees (TDS to be deducted mandatorily).

No TDS on FPS by Individual/HUF if made exclusively for personal purposes.

Individual/HUF, if last year T/O > 1 Cr or GR > 50 Lakhs, are required to deduct TDS

only from FPS and FTS. No need to deduct TDS on royalty or NCF even last year

TO/GR more then prescribed limit.

CBDT Notification: Payments made to Sportsperson, Sports Columnist, Umpire,

Commentator, Referee, Physiotherapist, Team Physician, Anchor, Event Manager will

also be regarded as FPS and accordingly be liable to TDS u/s 194J.

Consideration paid for acquisition of software falls within the definition of royalty and

hence, would be liable for TDS u/s 194J. However, no TDS would be attracted in cases

of subsequent transfers if the transfer is made without any modification and TDS has

already been deducted u/s 194J or 195 in the earlier transfers & transferor submit

declaration along with PAN for same.

CBDT Circular: Third Party Administrators (TPA) making payments on behalf of

insurance companies to hospitals for settlement of medical/insurance claims etc. are

liable to deduct TDS u/s 194J.

Section Nature of Payment Payer Payee Rate

194-K | Income in respect of | Any Person | Resident Person 10%

Units (UTI/MF)

Additional Points

No TDS if payment is upto 5,000 inaP.Y.
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Section Nature of Payment Payer Payee Rate

194LA | Compensation on Any Resident Person 10%

compulsory acquisition of | Person

immovable property

Additional Points

TDS required to deduct only at the time of payment.

No TDS if payment is upto X2,50,000 in a P.Y.

No TDS u/s 194LA, if the Immovable Property is an 'Agricultural Land', as Capital

Gain arising on compulsory acquisition of an Agricultural Land in urban area is exempt

from tax u/s 10(37) and Agricultural Land in Rural Area is not a Capital Asset within

the meaning of Sec. 2(14).

Section Nature of Payment Payer Payee Rate

194M Work pursuance contract, | Individual/HUF (other |Resident 5%

Commission / brokerage, |than required to deduct | Person

Fees for professional TDS u/s 194C, 194H,

service 1947)

Additional Points

No TDS if amount is upto £50,00,000.

TDS u/s 194C & 194H in case of Ind/HUF payer applicable only if last year TO/GR

more than prescribed Limit and u/s 194C & 194J TDS not applicable in case of

personal nature contract or FPS so in those cases TDS required to be deducted u/s

194M if amount more than 50 lakhs.

Note for Sec 194-IA, 194-1IB, 194M: In these sections payer not required to opt TAN

numbers and TDS required to deposit online to Govt. along with TDS return in Form

26QB, 26QC and 26QD within 30 days from the end of the month inwhich TDS was

deducted.

Section Nature of Payment Payer Payee Rate

194N Cash withdraw from Bank, | Bank, Co.op. Bank, Post Any |2% [Refer

Co.op. Bank, Post office |office Person | point 3]
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Additional Points

TDS is required to be deducted only at the time of payment.

No TDS if cash withdraw is upto X 1 Crore in a PY. If cash withdraw more than X 1 crore

than TDS applicable only on excess amount over X 1 crore.

If payee has not filed return for all 3 preceding PY's for which due date u/s 139(1)

already expired before starting of current PY then TDS shall be deducted as follows:

» 2% on cash withdraw in excess of 20 lakhs upto X1 crore and

» 5% on cash withdraw in excess of X1 crore.

Note: Here we will check return of PY 18-19, PY 19-20 & PY 20-21 for the TDS

liability in PY 22-23.

No TDS if cash withdrawal by :

» Government (SG/CG),

» Banks, Co-op. Bank, Post office and their business correspondent,

»  White label ATM operator of Banks or Co-op. Bank,

» Cash Replenishment Agencies (CRA's) and franchise agents of White Label ATM

Operators in respect of withdrawal made from a separate bank a/c maintained

only for replenishing cash in ATM,

» Registered Commission agent/trader operating under Agriculture Produce Market

Committee (APMC) and certifies that withdrawal is made for the purpose of

making payments to farmers,

» Authorised dealer, Full Fledged Money changer (FFMC), their franchise agent and

sub-agent in respect of withdrawal made for purchasing foreign currency from

NR/ foreign tourist visiting India or resident Indians on their return to India or

for disbursement of inward remittances to recipient beneficiaries in India in cash

under Money Transfer Service Scheme.
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Section| Nature of Payment Payer Payee Rate
194-0 | E-Commerce (Sale | Any Person (E-com. Resident Person | 1% (Gross
| of Goods/Service) | operator who owns, [ (E- com. [ amount of |
operate or manage E-  |participant who | salei.e.,

Facility or platform) selling goods or | Price

Example - Amazon, service through | collected
Flipkart etc. E-com. operator | from
facility or Customer by
platform) E-com.
operator)

Additional Points
1. No TDS if ALL the following conditions are satisfied:

» The e-com. Participant is an Ind or HUF.

» The gross amount of such sale or services or both during the PY upto X 5 lakh.

» The e-com. participant has furnished his PAN or Aadhaar to the e-com. operator.

2. | Any payment made by a purchaser of goods or services directly to an e-com.

participant but sale facilitated by e-com. operator, shall deemed to be the amount

paid/credited by e-com. operator to e-com. participant and shall be included in gross

amount for the purpose of TDS.
3. If TDS deducted u/s 194-O (or not deductible due to 5 lakhs limit), TDS cannot be
deductible under any other section. However this rule is not applicable if amount

received by e-commerce operator for hosting advertisement or providing any other

services which are not related to sale of goods/services.

4. | This section include sale of goods as well as service and service includes fees for

professional and technical service also. If any professional service or technical service

provided through online mode then this section applicable.

# | CBDT Clarification:
1. | Payment gateway will not be required to deduct tax u/s 194-0, if the tax has been

deducted by the e- com. operator u/s 194-O of the Act, on the same transaction.

Example : BB Virtuals sales COMPACT Books through makemydelivery.com a E-Com.

operator. MMD using payment gateway of CcAvenue. Now in this case MMD is required
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to deduct TDS of BB Virtuals and CcAvenue not required to deduct TDS of MMD

provided CcAvenue takes undertaking from MMD regarding deduction of tax by MMD.

Applicability of on insurance agent or insurance aggregator: In years subsequent to

the first year, if the insurance agent or insurance aggregater has no involvement in

transactions between insurance company and the buyer of insurance policy, he would

not be liable to deduct tax u/s 194-O for those subsequent years. However, the

insurance company shall be required to deduct tax on commission payment, if any,

made to the insurance agent or insurance aggregator for those subsequent years

under the relevant provision of the Act.

Example: ICICI Lombard sales insurance policy through PolicyBazzar.com. Suppose in

current year policybazzar.com collected insurance premium of X2 Crores for first

year of insurance so in this case policybazzar.com required to deduct TDS of ICICI

Lombard. In subsequent years policy holder directly making payment to ICICI

Lombard then PolicyBazzar.com not required to deduct TDS however ICICI Lombard

required to deduct TDS u/s 194D on commission paid to Policybazzar.com.

Examples: BB Virtuals Pvt. Ltd. (e-commerce participants) selling Books (COMPACT)

through Amazon.in (e-commerce operator), wants to know about TDS implication in

following cases:

Case : 1 During the PY 22-23 Amazon.in sold books of 32 Lakhs and transferred

%25.60 lakhs to BB Virtuals on 31.03.23 (after deduction commission @20% on sale).

Sol.: In this case Amazon is required to deduct TDS @1% on gross sale amount of X32

Lakhs i.e. £32,000 on 31.03.23.

Case : 2 Suppose in above example gross amount is only 4.5 Lakhs instead of 32

Lakhs and paid/credited on 31/03/23.

Sol.: Exception of TDS apply only in case of Ind/HUF e-commerce participant, here

BB Virtuals Pvt Ltd is a company so TDS apply @ 1% of 4.5 lakhs.
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Case : 3 Suppose in case-2 assessee is MR BB instead of BB Virtuals Pvt. Ltd. & BB

furnishes his PAN/Aadhar to Amazon.

Sol.: In this case TDS not applicable.

Case : 4 Suppose in case-1 Amazon sold books of 32 lakhs but amount of X15 lakhs

directly received by BB Virtuals Pvt. Ltd from customers and remaining received from

Amazon X 10.60 lakhs (after commission of 20% on £32 lakhs).

Sol.: In this case Amazon is required to deduct TDS @1% on gross sale amount of 332

Lakhs i.e. ¥ 32,000.

Section Nature of Payment Payer Payee Rate

194p TDS by Bank in case of |Specified| Resident Individual age | Slab

(Added by senior citizen Bank 75 years or more in P.Y Rate
FA-21)

Additional Points

This section applicable only if individual having income of the nature of pension and no

other income except the income of the nature of interest received or receivable from

any account maintained by such individual in the same specified bank in which he is

receiving his pension income and has furnished a declaration to the specified bank

containing such particulars, in form 12BBA and verified in such manner, as may be

prescribed.

Once the declaration is furnished by senior citizen, the bank would be required to

compute the income of such senior citizen. For computing total income deduction u/s

80C to 80U should be given along with rebate u/s 87A. The bank shall deduct income-

tax on such total income on the basis of slab rate after considering any TDS deducted

on pension.

"Specified bank"” means a schedule bank which has been appointed as agent of RBI

u/s 45 of RBI Act, 1934.
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Example: Mr. Joy, a resident Indian aged 77 years, gets pension of ¥52,000 per month

from the Delhi Govt. The same is credited to his savings account in SBI, Delhi Branch.

In addition, he gets interest@87% on fixed deposit of 20 lakh with the said bank. Out

of the deposit of X 20 lakh, X 2 lakh represents 5-year FD made by him on 1.4.2022.

Interest on savings bank credited to his SBI savings account for the P.Y.22-23 is

2 9,500,

1)

From the above facts, compute the total income and tax liability of Mr. Joy for the

AY.2023-24, assuming that he has not opted for section 115BAC.

Solution:

Computation of Total Income and Tax Liability

Particular £ g
Income from Salary
Pension Income (52,000 x 12 months) 6,24,000
Less: Standard deduction u/s 16(ia) 50,000
Net Salary 5,74,000
Income from Other Sources
Interest on FD 1,60,000
SB Interest 9,500 1,69,500
Gross Total Income 7.43,500
Less: Deduction u/c VI-A
80C : 5 Years FD (Max 1,50,000) 1,50,000
80TTB: Interest on FD & SB (Max 50,000) 50,000 2,00,000
Net Taxable Income 5,43,500
Tax Liability
Upto 3,00,000 Nil
More than 3,00,000 upto 5,00,000 - 5% 10,000
More than 5,00,000 upto 543,500 - 20% 8,700
18,700
Add: Health and Education Cess 748
19,448 i.e. 19,450
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What would be the amount of tax deductible at source by SBI, assuming that the same isa

specified bank? Is Mr. Joy required to file his return of income for AY. 23-24, if tax

deductible at source has been fully deducted? Examine.

Solution: SBI, being a specified bank, is required to deduct tax at source u/s 194P (after

considering the tax, if any, deducted on pension u/s 192) and remit the same to the C6. In

suchacase, Mr. Joy would not be required to file his return of income u/s139.

(3)

Would your answer to Q.2 be different if the fixed deposit of X20 lakh was with

Canara Bank instead of SBI, other facts remaining the same ?

Solution: If the fixed deposit of 20 lakh is with a bank other than SBI, which is the bank

where his pension is credited, then, Mr. Joy would not qualify as a "specified senior

citizen”, consequent to which SBI would not be liable to deduct tax under section 194P. In

this case, Mr. Joy would have to file his return of income u/s 139, since his gross total

income exceeds the basic exemption limit.

It may be noted that in this case, TDS provisions u/s 192 would, inany case, be attracted

in respect of pension income. Further, Canara Bank would, be liable to deduct tax@10%

u/s 194-A oninterest on fixed deposit, since the same exceeds ¥50,000.

Section Nature of Payment Payer Payee Rate

194-Q Purchase of Goods | Any Person (Buyer) Resident | 0.1% of sum
more than 50 Lakhs | whose last year T/O Person in excess of
in a PY more than 10 Crore (Seller) % 50 Lakhs

Additional Points

Inthissection TDS required to deduct only on excess amount over 50 lakhs.

TDS is not required to be deducted under this section, if -

» TDS is deductible under any other section;

» TCS is collectible u/s 206C [other than section 206C(1H].

In case of a transaction to which both section 206C(1H) and 194Q applies, TDS to be

deducted u/s 194Q.

In case of a transaction to which both section 206C(1)/(1F)/(16) and 194Q applies,

TCS to be collected u/s 206C(1)/(1F)/(16G).
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In case of a transaction to which both section 194-O and 194Q applies, TDS to be

deducted u/s 194-0.

If PAN of payee is not available, tax will be deducted under section 194-0 & 194Q af |
the rate of 5%.

CBDT Clarification:

Applicability on transactions carried through various Exchanges: The provisions of

section 194-0, 194Q & 206C(1H) shall not apply in relation to transactions in

securities, and commodities which are traded through recog. stock exchanges or

cleared and settled by the recog. clearing corp., including RSE or RCC located in IFSC

or transactions in electricity, renewable energy certificates and energy saving

certificates traded through power exchanges.

Example: Mr. BB purchased 10,000 shares of Bajaj Finance Ltd @ X3800 through

ICICI Direct Broker at BSE. In this case section 194-0, 194Q or 206C(1H) not

applicable.

If any goods mentioned u/s 206C(1) purchased and used by buyer for manufacture of

any product or power generation and buyer submit declaration for same then TCS not

applicable but TDS u/s 194Q may apply if other conditions of 194Q are satisfied.

GST/VAT/Sales tax/CST/Exise Duty (IDT) : TDS u/s 194Q NOT applicable on IDT

amount if it is separately indicated in invoice but if advance payment is made then TDS

should be deducted on total advance payment as we are not aware that what will be IDT

amount in invoice.

Purchase Return : TDS deducted at the time of crediting the party or payment,

whichever is earlier, so at the time of purchased TDS already deducted by Buyer. In

case of purchase return there is no need to return TDS amount and it can be adjusted

against future purchase from same seller. In case of replacement of Goods, No

adjustment required.

Non Resident Buyer : Section 194Q NOT applicable in case of NR buyer except where

NR having PE in India and purchased relates to that PE.

Exempt Income of Seller : If seller whole Income is exempt under IT Act [like

10(23A),10(44)], then TDS u/s 194Q NOT applicable. Similarly if Buyer whole income

exempt then TCS u/s 206C(1H) NOT applicable.
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First year of Incorporation : In section 194Q TDS required to be deducted only if

buyer's last year T/O more than X 10 Crores. Since in case of first year of incorporation

last year T/Q is nil so this section NOT applicable in first year of Incorporation.

Last Year T/O : While checking last year T/O of buyer it should include only Business

T/O or G/R and it should be more than X10 Crores. Non-Business T/O not to be

counted.

CG or SG shall not be considered as ‘seller’ and no tax is to be deducted by the buyer,

in cases where any Dept. of Govt. are seller of goods. Any other person, such as a PSU

or corp. established under Act or any other such body, authority or entity, shall be

required to comply with the provisions of 194Q & TDS applicable.

Section | Nature of Payment Payer Payee Rate
194-R Any benefit or Any Person other than| Resident 10%
(Added by | perquisite, whether | Individual & HUF (Ind Person
FA 22 we.f. | converted into /HUF required to deduct
1/7/22 money or not, arising| TDS, if last year T/0 > 1

from business or Cr in case of business or
profession G/R > 50 Lakhs in case of
profession)

Additional Points

No TDS if amount of benefit or perquisite provided to a person is upto 20,000 in PY.

If the benefit or perquisite is wholly in kind or it is partly in kind & partly in cash and the

cash balance is not sufficient enough o meet the TDS liabilities, then Payer shall release

the benefit or perquisite only af ter ensuring that tax is paid on such benefit or perquisite

by way of -

(a) He has collected the amount equivalent to TDS amount from the Payee, or

(b) He paid TDS from his own pocket, or

(c) He insists the Payee to make the payment of TDS on his own by way of advance tax &

submit the proof to the Payer.

CBDT Guidelines

The payer is not required to check that the benefit or perquisite is taxable in the hands

of recipient or not. Thus, the deductor is required to deduct tax u/s 194R of the Act inall
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cases where benefit or perquisite (of whatever nature) is provided so even if capital

nature benefit is provided like car or land etc. thenalso TDS is applicable.

Sales discount, cash discount and rebates: No TDS on sales discount, cash discountand

rebates allowed to customers.

Kohinnor Garments shop having ongoing of fer to buy units 10 get 2 units free of fer on the

occasion of Diwali. Price of each unit is £15,000. In this case total selling price of seller

would be ¥1,50,000 for 12 products. In this case it is difficult for seller to deduct TDS on

benefit or perquisite so TDS NOT applicable but in case of free samples TDS applicable.

TDS required to be deducted u/s 194R in following cases

(i) Incentivesinthe formof cash or kind suchas car, TV, computers, gold coin, mobile

phone etc.

(ii) Sponsorsatrip for the recipient and his/her relatives uponachieving certain targets.

(iii) Provides free ticket foranevent.

(iv) Medicine samples free to medical practitioners.

If receiver use such asset for his business or profession purpose then Actual cost of asset

shall be FMV on which he already paid taxes. Depreciation can be claimed on such FMV.

Free Samples by Pharmaceuticals Company to Dr/Hospitals

Situation-1: Cipla Ltd provided free sample worth 250,000 to Dr. Bin who is employee of

M/s Bharti Hospitals Mumbai. In this case benefit/perquisite is provided to the doctor on

account of him being the employee of the hospital so Cipla required to deduct TDS u/s

194R of Hospital. Hospital may subsequently treat this benefit/perquisite as the

perquisite given to its employee's u/s 17 & deduct tax u/s 192 of the Act thus ultimately

its taxable in hands of Dr. Bin.

Situation-2: Suppose in above situation Dr. Bin is a consultant of hospital instead of an

employee - In this case Cipla will deduct TDS u/s 194R of Hospital and Hospital will deduct

u/s 194R of Dr. Bin. Alternatively, Cipla candirectly deduct TDS of Dr. Binu/s 194R.

Situation-3: TDS u/s 194R shall not apply if the benefit/perquisite is being provided to a

Government entity, like Government hospital, not carrying on business/profession.

Calculation of value of benefit/perquisite; -

(i) Provider has purchased the benefit/perquisite before providing it to the recipient -

Purchase Price.
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(ii) Provider manufactures such items - Price that it charges to its customers for such

items.

(iii) Inanyother case-FMV of benefit/perquisite.

Note: GST will not be included for the purposes of valuation for TDS purpose.

Samsung IndiaPvt Ltd.,on 24/04/2022, had given aPhone (Valuing X 16,000) to Mr. Ashish

Chanchlani (social media influencer) for advertising. Further on 16/10/2022, Mr. Ashish

was given another one costing X 18,000.

Inthis case, If the productsare: -

(a) Retainedby Ashish-TDS applicable u/s 194R.

(b) Returnto Samsungafter marketing- TDS not applicable asit's not a benefit.

Assume products retained by Ashish, since the total benefit (16000+18000= X 34000) ina

PY exceeds X 20,000, TDS is required to be deducted. In this case TDS applicable only on

benefit provided onor after 1/7/2022.

TDS to be deducted = ¥18000 x 10% = X 1800.

AB & Associates (Kolkata), Auditor of BB Ltd. (Mumbai) goes to client's place for audit

(12/11/2022). Travelling expenses (not invoiced in Client's name) invoicing ¥ 32,000 are

paid by the client.

Inthis case BBLtd required to be deducted TDS u/s 194R on the Travelling Expenses

bornei.e; TDS=3%32000 x 10% = Rs. 3200

There would have been no requirement to deduct TDS if-

(i) Theclient had not borne this expenditure or,

(ii) Invoice was in the name of the client and expense was paid directly or re-imbursed by it.

Notes:

1. Ifoutof pocket expenses (reimbursement)are already part of the consideration and

TDS deducted u/s 194C/194J on total consideration then TDS not applicable u/s 194R

on such out-of -pocket expenses reimbursed by client.

2. If anyexpenditureisincurred by "Pure Agent” onbehalf of any "other person” and GST

credit also availed by such "other person” then it is not treated as benefit/perquisite to

"Pure Agent".
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9. | The expenditure pertaining to dealer/business conference would not be considered as

benefit/ perquisite, in case conference is for:

(a) New product being launched

(b) Discussionas to how the product is better thanothers

(c) Obtaining orders from dealers/customers

(d) Teachingsales techniques to dealers/customers

(e) Addressingqueries of the dealers/customers

(f) Reconciliation of accounts with dealers/customers.

10. | In following cases expenditure on dealer/business conference would be freated as

perquisite/benefit:

(i) Expenseattributable toleisure trip or leisure component, evenif it is incidental to the

dealer/business conference.

(ii) Expenditureincurred for family members accompanying the personattending

dealer/business conference.

(iii) Expenditure on participants of dealer/business conference for days which are on

account of prior stay or overstay beyond the dates of such conference. However, a

day immediately prior to actual start date of conference and a day immediately

following the actual end date of conference would not be considered as over stay.

Note: It is clarified that if benefit/perquisite is provided in a group activity in a manner

that it is difficult to match such benefit/perquisite to each participant using a reasonable

allocation key, the benefit/perquisite provider may at his option not claim the expense,

representing such benefit/perquisite, as deductible expenditure for calculating his total
income. If he decides to opt so, he will not be required to deduct TDS u/s 194R and

therefore he will not be treated as assessee in default u/s 201 of the Act.

11. | In case of waiver or settlement of loan by Schedule bank, Co. op. Bank, PFI, NBFC, SFC,

SIIC, Public company engaged in long ferm loan or asset reconstruction company is not

treated as benefit/perquisite for the purpose of section 194R and not require to deduct
TBS.
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An embassy, a High Commission, legation, commission, consulate and the trade

representation of a foreign state not required to deduct TDS under this section.

13.

TDS u/s 194R not required in case of Bonus shares issued by any company to all the

shareholders and in case of Right shares by widely held company to all shareholders also

out of scope from this section.
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Miscellaneous Provisions

Sec196: TDS not applicable if payee is Government, RBI, Statutory Corporation, Mutual

Fund, New Pension Trust.

CBDT Circular : TDS NOT applicable in case of "GST on services" separately indicated in

Invoice.

Sec 197 : Lower Deduction Certificate: Where assesses Total Income or receipts of

income is not liable to tax or taxable at lower rate in current year (it may be due to b/f

losses) then assessee can apply o AO for issue of certificate for No Deduction or Low

deduction of TDS. If AO satisfied with application of assessee then he may issue such

certificate. In this case assessee 's TDS will be deducted as per rate given in certificate.

197 A: Declarationin Form 156/15H

Where the total income of the Resident Assessee (other than company & firm) is

below basic exemption limit during the year, no TDS shall be deducted u/s 192A, 193,

194A, 194D, 94DA,194-I, if Assessee furnishes a self-declaration to the deductee in

Form 156.

Exception: Benefit will not be available, if the incomes referred to in the above sections

itself is beyond basic exemption limit.

However, in case of Resident Senior Citizen, he may furnish Form-15H requesting for

non-deduction as long the tax payable during the year is NIL (even by way of rebate

u/s 87A).

Example: Rent received by Mr Kunal is 3,60,000 and he has invested 1,20,000 u/s 80C.

Now his NTI is less than basic exemption then also Kunal can't furnish 156 but suppose he

is Senior Citizen then he can furnish 15H.

Sec 198: TDS shall also be deemed to be the income of the Payee, except TDS paid by

Employer on Non-monetary perquisite or TDS deducted u/s 194N.
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# | Sec199: TDS credit available to a person from whose income deduction is made except;-
=» | In case of clubbing credit available to a person in whose hands the income is ultimately
| taxable.
=» | Incaseof tax paid by employer from own pocket on Non-monetary perquisite employee
can take credit.
# | Duedateof paymentof TDSand TCS
TDS deducted/ TCS collected month | TDS Due date TCS Due date
During April to February months 7" of Next month 7" of Next month
March month 30" April of nextFY | 7"April of next FY
Note: If TDS deducted u/s 194-TA, 194-IB or 194M then it should be deposited to Govt.
withing 30 days from end of the month in which deducted along with returnin Form 26QB,
26QC,26QD.
# | Duedateof TDS/TCS Returns/Statements
Quarter Ended TDSReturn TCS Return
30" June 317 July 15™ July
30" September 31" October 15" October
31" December 31" January 15" January
31" March 31" May 15" May
Notes:
» Fees of X200 per day of default u/s 234E applicable if TDS/TCS return after
due dates.
» If TDS/TCS return filed after 1 year of prescribed date the penalty u/s 271H
ranging from a min. of 10,000 to a max. of X1,00,000 shall also applicable.
# | Sec 200A/206CB: Processing of TDS/TCS Returns (Intimation by CPC)
) TDS/TCS returns filed shall be processed electronically and the following adjustment

can be made:

(a) Rectification of any Arithmetical errors;

(b) Incorrect claim apparent on record.
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An Intimation will be prepared specifying the amount of demand/refund along with

interest, fees (if any) and sent to the deductor /collector within 1 year from the end

of the FY in which return was filed.

Sec 201 : Assessee in default: If payer not deducted TDS or after deduction not paid

to Govt. then such person is treated as assessee in default and required to pay penalty

u/s 221and that can be maximum 100% of TDS amount.

Exception: Payer shall not be treated as assessee in default if payments made / credited

to Payee without TDS, if such Payee fulfills all the following 4 conditions:

» He has furnished his ROI u/s 139;

»  Such sum has been taken into account by him, in such ROT;

» He has paid the tax due on income declared by him in his ROIL: and

» Payer has furnished a Certificate in this regard from a CA in Form 26A.

Sec 201(1A): Interest on Late deduction or Late payment of TDS

» Late Deduction: Interest @ 1% per month or part of the month on amount of TDS

from the date on which TDS was deductible till the date on which TDS actually

deducted.

» Late Payment: Interest @1.5% per month or part of the month on amount of TDS

from the date on which TDS actually deducted till the date on which such tax

actually paid.

Sec 206AB/206CCA: TDS/TCS ratein case of Non-Filer (Amended by FA 22)

Incaseof TDS/ TCS if payee / collectee has not filed returnof income for last year for

which due date u/s 139(1) already expired before the current PY and TDS deducted &

TCS collected in that year was 50,000 or more, then TDS/TCS in current year shall be

applicable at following rates:-

a) Twicethe TDS/TCSrate,or

b) 5%

Whichever is higher.

CA Bhanwar Borana



L L]

Tax Deducted & Collected at Source CHAPTER - 14

Notes:

This sectionnot applicable in case of TDS deductibleu/s192,192A,1948B,194BB, 194-

IA, 194-1IB,194LBCand 194N.

This section not applicable in case of NR payee/collectee not having PE in India.

If payee/collectee has not furnished PAN/Aadhar also then TDS/TCS shall be deducted

/collected at rates higher of this section and section 206 AA in case of TDS and 206CC in

case of TCS.

For applicability of this sectionin current year we have to check that returnwas filed for

PY 20-21or not.

Tax Collected at Source (TCS)

Section| Nature of Transaction| Rate Collector (Seller) Collectee (Buyer)
206C(1)|  Sale of Goods Any Person other Any person other than:
» Tendu Leaves 5% | than Individual and |1. Buyer who buys such
» Timber & other 2.5% | HUF [Ind/HUF goods for his
forest products required to collect personal consumption;
» Alcoholic liquor for | 1% |TCS, if last year T/O | 2. Public sector Co;
human consumption >1Crin case of 3. CG, 56, Embassy,
» Scrap 1% |business or G/R > 50 High comm., legation,
» Minerals being Coal,| 1% [Lakhs in case of consulate, trade
Lignite, Iron ore profession] representation and
clubs.

Additional Points :

No TCS if resident buyer furnishes a declaration to the seller that "goods" are to be

utilized in manufacturing/production of any article or for the purpose of generation of

power.

If buyer T/o of last year more than X 10 crores then Buyer required to deduct TDS u/s

194Q.

Scrap means waste from the manufacture or mechanical working of materials & which is

definitely not usable as such because of breakage, cutting up, wear and other reasons.
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Collectee (licensee)

Section | Nature of Transaction| Rate | Collector (licensor)
206C(1C)| Leasing or licensing or Same as section Any persoh other than

transferring any right | 2% | 206C(1) public sector company |

or interest in any-

- Parking lot or

- Toll plaza or

- Mine or quarry

for the purpose of

business

Note: For the purpose of this section "mining and quarrying” shall not include mining

and quarrying of "mineral oil" includes petroleum and natural gas..

Section | Nature of Transaction| Rate | Collector (Seller) Collectee (Buyer)
I 206C(1F)| Sale of a motor vehicle Same as section Any person other than
of the value exceeding | 1% | 206C(1) mentioned in Note-1
10 lakhs

Notes:

1. Public Sector Co engaged in the business of carrying passengers, CG, S, Embassy,

High comm, legation, consulate, trade representation, Local authority.

2. | TCS will apply only in case of sale of motor vehicle at retail level. No TCS under this

section on sale by manufacturers to dealers/distributors.

3. | Threshold limit of X 10 lakhs has to be looked at on each individual purchase and not

on aggregate purchases made during the year.
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Section | Nature of Transaction Rate Collector Collectee (buyer)
(Seller)

206C(16) Foreign remittance of | 5% of Authorized |No TCS if buyer is : |
money more than X 7 amount in | dealer 1. Deducted TDS under
lakhs under Liberalised | excess of any section;
Remittance Scheme X 7 lakhs 2. C6, SG, Embassy,
(LRS) of RBI High comm., legation,
Sale of overseas tour| 5% of sale| Seller of consulate and trade
program package (OTPP) | value OTPP representation, Local

authority.

Additional Points :

In case of LRS if remitted amount is out of Educational Loan taken from Financial

Institution then TCS rate shall be 0.5% instead of 5%.

"OTPP" means any tour package which of fers visit to a country or countries or territory or

territories outside India and includes expenses for travel or hotel stay or boarding or

lodging or any other expenditure of similar nature or inrelation thereto.

The Authorised dealer shall not collect TCS on an amount in respect of which TCS has

been collected by the seller.

This section shall not apply to an individual who is not a resident in India as per section

6(1) and 6(1A), and who is visiting India.

Example:1

Case: 1- On 10/12/2022 Mr. BB wants to transfer %10 lakhs to USA through AB Ltd.

(an authorized dealer) under LRS scheme of RBI.

Sol.: In this case AB Ltd require to collect TCS from Mr. BB at the rate of 5% of

%3,00,000 i.e. 15,000 on 10/12/2022.

Case: 2 Suppose in Case-1, Mr. BB wants to transfer only X5 lakhs instead of %10 lakhs.

Sol.: In this case TCS NOT applicable as it applies only if amount is more than X 7 lakhs.

Case: 3 Suppose in Case-1, Mr. BB not submitted PAN/Aadhar to AB Ltd.

Sol.: In this case TCS applicable at the rate of 10% of X 3,00,000 i.e. £30,000
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Case: 4 Suppose in Case-1, Mr. BB takes an Education loan from IDFC First Bank for
his son's higher education outside India, X10 lakhs remitted through AB Ltd. on
10/12/22.

Sol.: In this case TCS applicable at the rate of 0.5% of X 3,00,000 i.e. X 1,500.

Case : 5 Suppose in Case-1 Mr. BB remitted X 5 lakhs through AB Ltd. (dealer) and
X 5 lakhs through JJ Ltd (dealer).
Sol.: In this case TCS not appliable as dealer not received amount of more than X7 lakhs.

Example : 2 Mr. Devam purchased Singapore tour package from Thomas Cook for
%2,50,000 on 16/01/23.
Sol.: In this case Thomas cook required to collect TCS @ 5% of X 2,50,000 i.e. X 12,500.

Example: 3 Suppose in example 2 Devam deducted TDS of Thomas Cook u/s 194C.
Sol.: If TDS deducted under any provisions of IT then TCS not apply u/s 206C(16).

Section | Nature of Transaction Rate Collector (seller) |Collectee (Buyer)
206C(1H) | Sale of Goods [other |0.1% of Any person whose | Any person
than export and consideration | last year T/O is other than
covered u/s 206C(1) in excess of more than mentioned in
/ (1F) /(16)] X 50 lakhs % 10 Crore Note-1
Notes:

1. CG, 56, an embassy, High Commission, legation, commission, consulate, the frade

representation of a foreign State, a local authority or a person importing goods into

India or any other notified person.

If buyer deducted TDS under any section then TCS not applicable under this section.

If buyer not submit PAN or Aadhar then TCS rate is 1% instead of 0.1% in this section.
Under this section TCS collected only at the time of receiving consideration in excess
of X 50 lakhs in PY.
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CBDT Clarification:

In case of Motor vehicle if section 206C(1F) not applicable (like manufacturer to

distributer) then section 206C(1H) applicable if other condition of this section satisfied.

In case of sale of fuel fo NR Airlines companies at Indian Airport not liable for TCS

under this section.

No need of any adjustment for GST or sale return as TCS under this section applicable on

receipt of consideration.

Example: Navneet Motors, Mumbai is an authorised dealer of BMW & KIA Motors. T/o

of last year is 25 Crores.

Case-I Sale of a car Kia Seltos to Mr Ravi for X 9,60,000 (including GST) - In this

case TCS u/s 206C(1H) & (1F) not applicable.

Case-II Sale of a 7 cars Kia Seltos to Mr Ravi for £9,60,000 each (including 6ST) &

received X67,20,000 by dealer - In this case TCS u/s 206C(1F) not applicable but

TCS u/s 206C(1H) is applicable dealer will collect TCS @ 0.1% of amount in excess of

%50,00,000 i.e. X17,20,000.

Case-IIT Sale of a car BMW GT to Mr Kavi for $92,00,000 (including GST) - In this

case TDS u/s 206C(1F) applicable & dealer will collect TCS @ 1% of 92,00,000.

Case-IV BMW India Ltd. sold 200 cars to Navneet Motors in PY 22-23 and total

consideration received is X150 Crores. - In this case BMW India Ltd. will deduct TDS

of Navneet motors @0.1% in excess of 50 Lakhs u/s 194Q

Case-V Navneet Motors sold a Kia Carnival to MR Devam and consideration is as follows:

Base Price ! 23,00,000

Add. Luxury Tax : 4 60,000
Add. GST 28% - 6,44 ,000
Total : 34,04,000

In this case Navneet motors will collect TCS u/s 206C(1F) on ¥34,04,000.
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Miscellaneous Provisions:

Time of Collection TCS: TCS has to be collect at the time of debiting the party or

receiving the consideration, whichever is earlier but in case of section 206C(1F) & (1H)

it has to collected only at the time of receive the consideration.

Sec 206C(7) Interest on late collection/deposit TCS: In case of any delay, interest

shall be calculated @ 1% per month or part thereof from date on which TCS was

collectible to date on which TCS is actually paid.

Sec 206CC: If the collectee has not provided PAN or Aadhaar to the collector, then

TCS rate shall be

» Twice of the rate or

» 5% [1% in case of sub-section (1H)]

Whichever is higher

Example:

Mr. Goyal, a resident Indian, is in retail business and his turnover for F.Y.2021-22 was

%12 crores. He regularly purchases goods from another resident, Mr. Agarwal, a

wholesaler, and the aggregate payments during the F.¥.2022-23 was X 95 lakh (X 20 lakh

on 1.6.2022, 225 lakh on 12.8.2022, X 22 lakh on 23.11.2022 and %28 lakh on 25.3.2023).

Assume that the said amounts were credited to Mr. Agarwal's account in the books of

Mr. Goyal on the same date. Mr. Agarwal's turnover for F.Y.2021-22 was 15 crores.

()]

Based on the above facts, examine the TDS/TCS implications, if any, under the

Income-tax Act, 1961.

(2

Would your answer be different if Mr. Goyal's turnover for F.¥.2021-22 was %8 crores,

all other facts remaining the same ?

(3)

Would your answer to (1) and (2) change, if PAN has not been furnished by the buyer

or seller, as required?

Solution:

©)

Since Mr. Goyal's turnover for F.Y.2021-22 exceeds 10 crores, and payments made by

him to Mr. Agarwal, a resident seller exceed X50 lakhs in the P.Y.2022-23, he is liable

to deduct tax@0.1% of 45 lakhs (being the sum exceeding X 50 lakhs) in the

following manner -
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No tax is to be deducted u/s 194Q on the payments made on 1.6.2022 and 12.8.2022, since

the aggregate payments till that date i.e. 45 lakhs, has not exceeded the threshold of

%50 lakhs.

Tax of X1,700 (i.e., 0.1% of X17 lakhs) has to be deducted u/s 194Q from the payment

/ credit of X22 lakh on 23.11.2022 [X22 lakh - X5 lakhs, being the balance unexhausted

threshold limit].

Tax of 2,800 (i.e., 0.1% of X28 lakhs) has to be deducted u/s 194Q from the payment/

credit of 28 lakhson 25.3.2023.

Note - In this case, since both section 194Q and 206C(1H) applies, tax has to be

deducted u/s 194Q.

(2)

If Mr. Goyal's turnover for the F.¥.2021-22 was only X 8 crores, TDS provisions under

section 194Q would not be attracted. However, TCS provisions under section 206C(1H)

would be attracted in the hands of Mr. Agarwal, since his furnover exceeds X 10 crores in

the F.Y.2021-22 and his receipts from Mr. Goyal exceed X 50 lakhs.

No tax is to be collected u/s 206C(1H) on 1.6.2022 and 12.8.2022, since the aggregate

receipts till that date i.e. X 45 lakhs, has not exceeded the threshold of X 50 lakhs.

Tax of X1,700 (i.e., 0.1% of X 17 lakhs) has to be collected u/s 206C(1H) on 23.11.2022

(X 22 lakh - X 5 lakhs, being the balance unexhausted threshold limit).

Taxof £2,800 (i.e.,0.1% of X 28 lakhs) has to be collected u/s 206C(1H) on 25.3.2023.

(3)

In case (1), if PAN is not furnished by Mr. Agarwal to Mr. Goyal, then, Mr. Goyal has to

deduct tax@5%, instead of 0.1%. Accordingly, tax of X 85,000 (i.e., 5% of X17 lakhs)

and X 1,40,000 (5% of X 28 lakhs) has to be deducted by Mr. Goyal u/s 194Q on

23.11.2022 and 25.3.2023, respectively.

In case (2), if PAN is not furnished by Mr. Goyal to Mr. Agarwal, then, Mr. Agarwal has

to collect tax@1% instead of 0.1%. Accordingly, tax of X 17,000 (i.e., 1% of X 17 lakhs)

and %28,000 (1% of X28 lakhs) has to be collected by Mr. Agarwal u/s 206C(1H) on

23.11.2022 and 25.3.2023, respectively.

CA Bhanwar Borana




Note:

15 Provisions for Filing Return of
Income and Self-Assessment

Sec 139(1) : Filing of return of income (ROTI)
For company & Partnership Firm (including LLP) - Return filing is compulsory.

For other Assessee -if GTI (before claiming exemption u/s 54, 54B, 54D, 54EC,
54F, 546G, 54GA, > Basic exemption, then return filing is compulsory.

Following persons compulsory required to file the return.

 Resident Individiual —> Resident (other than R but NOR)
L

v v
(A) (B)
- Beneficial owner of any asset - Beneficiary of any Asset
(including financial interest)located outside India (including financial interest)
- has signing authority in any Account outside India located outside India

If income already included in the income of person "A" then person "B" not required to
file return. _
Beneficial Owner - Individual providing consideration for the asset directly or indirectly
for the immediate or future bénefi‘r folr.‘.himse.lf or any other person. - -
 Beneficiary - Individual deriving benefit from the asset, consideration for which has been |

| _.Frovided by any oTher-_per'son.

(i) Assessee has deposited an aggregate amount exceeding X 1 crore rupees in one or |
more current accounts maintained with a bank or a co-operative bank or deposited
% 50 lakhs or more in ohe or more savings accounts.
 (ii) Assessee has incurred foreign travel expenditure of an aggregate amount exceeding |
X 2 lakhs for himself or any other person.
(iii) Assessee has incurred expenditure of an aggregate amount exceeding X 1 lakh
towards consumption of electricity.
~ (iv) Assessee's total sales, turnover or gross receipts, as the case may be, in the
business exceeds X 60 lakhs during the PY or total gross receipts in profession |
_ exceeds X 10 lakhs during the PY. |
(v) Assessee's aggregate of TDS and TCS during the PY, is 25,000 or more (in case of |
senior citizen X 50,000).
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Notes:

Due dates of Return Filing

Assessee Due dates

Person require to furnish Transfer Pricing Audit report
u/s 92E including the partners* of the firm 30" Nov. of AY
Every other company, other than above

Every person whose Books of Accounts are required to be
audited under any law 31% Oct. of AY
Every person who is a partner* of a firm, where firm's (

Books of Accounts are required to be audited under any law -

For every other person other than the above 31" July of the AY

_ * or the spouse of such partner if the provisions of section BA a?_plies to such spouse.

Note: As per section 5A if individual govern by Portuguese Civil Code of 1860 in Goa,
Dadra and Nagar Haveli and Daman and Diu then Income shall be equally distributed

between husband and wife except Salary.

Sec 139(1C): Central Govt may exempt class of person to file ROT

Central Government may by notification specify such class or classes of persons who will

' be exempted from the requirement of filing of return.

Sec 139(3): Loss return
 As per sec 80, assessee required to file the return upto due date u/s 139(1) for

carry forward of following losses:

Business loss u/s 72(1) » Speculation business loss u/s 73(2)
Loss from specified business u/s 73A(2)

Loss under the head "Capital Gains" u/s 74(1)

Loss from the activity of owning and maintaining race horses u/s 74A(3)
1. Loss can be set off even if return filed after due date.

2. House property losses & unabsorbed depreciation can be c¢/f even if return late filed.

3. The condition stipulated/ enumerated in sec. 80 applies only for the year in which the
loss was sustained/ incurred. It does not apply to the ROI of the year in which carry

forward is claimed.
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or b)

Notes: 1.

Sec 139(4): Belated Return

~ Before completion of Assessment

~ Note: Consequences of belated return

_ Late filing fees u/s 234F i.e. 5,000/1000.

' Sec 139(5): Revised Return

Before completion of Assessment,

~ Belated return filed u/s 139(4) canbe revised u/s 139(5).

.| Assessee can revise return any no. of times within time limit.

- Sec 139(9): Defective Return

Return shall be considered as defective, if -

does not rectify the defect then return shall be treated as invalid return (void-ab-initio) |

If Assessee fails to File return within due date then he can file belated return with in
following time limit
Before the three months prior to end the of the relevant AY ( 31" dec. 23 for AY.23-24)

Whichever is earlier,

No carry forward of specified loss as per sec 80.
No deduction of certain Income u/c VI-A as per 80AC.
Interest u/s 234A i.e. 1% pm or part of the month.

Any person Filed returns u/s 139(1) or 139(3) or 139(4), if discover any omission
or a wrong statement in such ROI Filed earlier, then such person can file revised
return within Following time limit,

Before the three months prior to end the of the relevant AY (317 dec. 23 for AY 23-24)

The revised return substitutes original return from the date the original returnwas filed

a) Return not Filed in prescribed form

b) Proofs of tax not attached with return

c) Report u/s 44AB not submitted

If return treated as defective, A.O. shall intimate the defect to assessee & give
him an opportunity to rectify the defect within 15 days or extended time if assessee |
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Sec 140: Verification of Return
In case of
a. An individual
b. Individual not present in India or
Mentally incapacitated
a. HUF
" b. Karta not present in India or
karta mentally incapacitated
a. A partnership firm
b. If there is no managing partner
| a LLP N
. If there is no designated partner

o | o

=]

. Company
b. No MD

¢. Co. under liquidation
d. Application for corporate

insolvency resolution process has been
admitted by the Adjudicating
Authority under the IBC, 2016

~ Political qu“ry
Local Authority
Any other person.

Verified by

I

i

Himself
Competent to verify on behalf
of individual

Karta

Any adult member HUF

Managing Partner

Any adult Partner

De;ignate.d Partner

Any Partner or *any other person may
be prescribed

MD

Any other Director or *any other

person may be prescribed

Liquidator

Insolvency professional
appoin’red'by such
Adjudicating Authority

CEO
Principal officer

Person competent to verify

| *Pers.z.'m, appointed by the Adjudicating Authority for discharging the duties and functions of an interim

CA Bhanwar Borana

resolution professional, a reselution professional, or a liquidator, as the case may be, under the IBC, 2016



[ ]

u - ITH]
Provisions for Filing Return of CHAPTER - 15
Income and Self-Assessment

& Sec 139AA : Aadhar Number
A | Every person who is eligible to obtain Aadhaar number shall, on or after the 1st,
July, 2017, quote Aadhaar number -
(i) in the application form for allotment of permanent account number;
(ii) in the return of income
' If Aadhar No not available then that person should quote application-id of Aadhar.
B. | Every person already holding PAN on I¥' July 2017, shall link Aadhar with PAN
till 31/03/2022 otherwise PAN shall be made inoperative. |
=» | Note: As per C.G Notification, provision of section 139AA Not apply toan individual who
does not possess the Aadhar number or Enrolment IDand is:
“ 0] r'esidmiﬁg in the states of J&K, Meghalaya and Assam
(ii) a non-resident as per income tax act, 1961
“ (i) of the age of 80 years or more at any time during the P.Y.
(iv) Not a citizen of India.
=» | Where a person fails to link his Aadhaar No. with PAN upto 317 March, 22, the PAN
of such person shall become inoperative w.e.f. e April, 22 till the same is linked and
until such date it shall be deemed that the person has not quoted his PAN in any
transaction, thus becoming liable for penalty u/s 272B.
"> | If assessee link Aadhar with PAN onor after 01/04/2022 then he is required to pay fees
as per section 234H (given ininterest topic)
=» | As per this section if assessee fails to link till 31/03/22 then PAN will be inoperative
~ but as per CBDT negative consequences of not quoting or not furnishing PAN shall be
applicable from 01/04/23.
= | Pan No. will be operative from the date on which its liked with Aadhar.
# Sec 139A : Permanent Account Number (PAN)
Following persons, who have not been allotted a PAN, to apply to the AO for the
allotment of aPAN within following time limit
S.No. Persons required to apply for PAN Time limit for making such
application
1. |Every person, if his total income or the total income of | on or before 31st May of the

any other person in respect of which he is assessable | AY
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under the Act during any PY exceeds the Basic

exemption.

Every person carrying on any business or profession

whose total sales, turnover or gross receipts are or is

likely to exceed ¥ 5 lakhs inany PY

before the end of that

previous year

Trust required u/s 139 (4A)

before the end of the P.Y.

Every person being a resident, other than an
individual, which enters into a financial transaction of
an amount aggregating to ¥ 2,50,000 or more ina FY

| on or before 31st May of the

immediaTely following FY

Every person who is a MD, director, partner, trustee,
author, founder, karta, chief executive officer, |
principal officer or office bearer of any person
referred in (4) above or any person competent to act on |
behalf of such person referred in (4) above

on or before 31st May of the
immediately following FY in

which the person referred in |

(4) enters into financial

transaction specified therein.

Person intends to enter info following transactions

Cash deposits aggregating 20 lakhs or moreinaFY, in
one or more a/c with a Bank or a co-op. bank

Cash withdrawals aggregating X 20 lakhs or more ina FY,
inoneor more account with a Bank or a co-op. bank
Opening of a current a/c or cash credit a/c with a Bank /

co-op. bank

At least seven days before
| the date on which he intends

to enter into the said

transaction.

Cases where PAN to be quoted in Transactions

S.No.

Nature of transaction

Value of transaction

Sale or purchase of a motor vehicle, other than two-

wheeler

All such transactions.

Opening an account [other than a time-deposit

referred to at Serial No.12 and a Basic Savings Bank

Deposit Account] with a banking company or a co

operative bank.

All such transactions.
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3. | Making an application to any banking company or a co- | A|l such transactions.
operative bank or to any other company or institution,
forissue of acredit or debit card.

4. | Openingof a D-Mat account. All such transactions.

5. | Payment toahotel or restaurant againstabillorbillsat | payment in cash of
any one time. > 50,000.

6. Payment in connection with travel to any foreign Payment in cash of
country or payment for purchase of any foreign | »%50,000.
currency at u-ny.one. time. ” _

Payment to a Mutual Fund for purchase of its units. Amount > ¥50,000.

8. [ Payment to a company or an institution for acquiring [ Amount >250,000.
debentures or bonds issued by it.

9. | Payment to the RBI, for acquiring bonds issued by it. Amount > ¥50,000.

10.| Deposit with a banking company or a Co-operative bank Deposits in cash > 50,000
or post office. during any one day.

11. | Purchase of bank drafts or pay orders or Payment in cash > 2 50,000
banker's cheques from a banking company or a during any one day.
Co-operative bank.

12| Atime deposit with,— ~ Amount > % 50,000 or
() a banking company or a co-operative bank aggregating to more than
(i) a Post Office; (iii) a Nidhi (iv) a NBFC. 25,00,000duringaFYy.

13.| Payment for one or more pre-paid payment Payment in cash or by way |
instruments, as defined in the policy guidelines of a bank draft or pay
for issuance and operation of pre-paid order or banker's cheque
payment instruments issued by RBI or a of a amount aggregating to
banking company or a Co-operative bank or to »¥50,000inaFy.
any other company or institution.

14.| Payment as life insurance premium to an | Amount aggregating to
insurer >Z 50,000 ina FY.

15.| A contract for sale or purchase of securities - Amount > 2 1,00,000 per
(other than shares). trans action.
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(1)

@)

. | Sale or purchase, by any person, of shares of a [ Amount > 1,00,000 per
company not listed in a recognised stock | transaction

exchange.

17. | Sale or purchase of any immovable property. Amount > % 10,00,000 or
SDV > % 10,00,000

18. | Sale or purchase, by any person, of goods or [ Amount > 2,00,000 per
| services of any nature other than those | transaction
specified at 5. No. 1to 17 of this Table, if any.

Following person not required to obtain PAN:
Minor not having any income taxable in his own hands, can enter into the above

transactions by quoting the PAN of his parents or guardian.

PAN & Aadhar Interchangeable

Every person who is required to intimate/quote his PAN may quote his Aadhaar if he:
» has not been allotted a PAN but possesses the Aadhaar (PAN will be allotted

automatically by dept. without any documents & Fees), or

» has been allotted a PAN and has already linked Aadhar & PAN.

' Every person entering into prescribed fransaction (point 6 of sec. 139A) shall be required

to authenticate the PAN or Aadhaar quoted. Also, every person receiving such documents

should ensure that PAN or Aadhaar is quoted on the documents and authenticated.

' Ex.: Suppose Mr. BB deposited cash of X25 lakhs with HDFC Bank and BB submitted his
' PAN/Aadhar then BB require to authenticate that PAN/Aadhar belongs to him. In this

case HDFC Bank also require to authenticate that PAN/Aadhaar belongs to BB only.

' Note : Provided that the provision of above point 2 shall not apply where the person,

depositing or with drawing money or opening a current a/c or cash credit a/c, is the C6, S&

or the Consular Office.
Sec 139B: Tax Return Preparer (TRP_)

CBDT to frame a scheme whereby a specified class of persons can file their ROT
through TRPs.

A TRP means an individual who is authorised to act as TRP by CBDT, other than

following persons:
(a)
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(3)

(a)

(b)
(©)

(b)  Alegal Practitioner

the following persons:

| CBDT to make rules providing for a class or classes of persons who shall not be

“ along with their ROI. Empowers CBDT to make rules for the followings:

- withROT, to furnish such documents whenever required by an AO.[Sec. 139D]
“ Sec 140A : Self-Assessment Tax
 Assessee is required to pay taxes before Filing of return {after considering

_ advance tax, TDS, TCS, MAT, AMT credit, relief (include relief u/s 89 ) any tax,

If there is short payment then the amount so paid is first adjusted fowards Fees, there

 applicable from 1st April, 2022.

(c) AnOfficerof Scheduled Bank with which assessee maintains anaccount;
(d) Employee of specified class of person.
Specified class of persons means any persons who is required to file ROI, other than

(@) ACompany
(b)  Any other person whose, Books of Accounts are required to be audited under

sec.44AB or under any other law.

Sec 139C: Annexure-Less ROT

required to furnish any Certificate, Audit Report, any Document or a Receipt etc.

A class of person or classes of person who shall be required to furnish their ROI
mandatorily ona computer readable media (i.e., e-filing of ROT)
The terms and the manner and the form in which such ROIs can be filed electronically

CBDT may require the persons who are not required to attach any documents along

interest payable u/s 191(2)} along with interest & Fees.
after towards interest & balance towards taxes.

Section139(8A): Updated Return (Added by FA 2022 w.e.f.01/04/2022)
Updated return: Any person may furnish an updated returnof hisincome (or the income

of any other person in respect of which he is assessable). The provisions of this section are

Time-limit: Updated returnu/s 139(8A) can be submitted at any time within 24 months
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from the end of the relevant AY. For instance, updated return for the AY 22-23 can be
submitted onor before 31st March, 2025.
Who can submit updated return: Updated return can be submitted by any person whether
(or not) he has furnished areturnu/s 139(1)/(4)/(5) foran AY.
Other points: The following points should be noted:-
If a person has sustained a loss for any PY and he has already submitted return of loss for
~ that year within due date u/s 139(1), he can furnish an updated return for that year u/s
139(8A) where such returnis areturnof income.
If as a result of submitting updated return u/s 139(8A), the quantum of carried forward
loss (or unabsorbed depreciationor MAT/AMT credit) is to be reduced for any subsequent
year, thenanupdated return shall be furnished for each such subsequent year.
When updated return cannot be submitted: In the following cases updated return cannot
be submitted :-
If updated return is a return of a loss.
If updated return has the effect of decreasing the total tax liability determined on the
basis of return furnished u/s 139(1)/(4)/(5) or results in refund or increases the refund
due on the basis of return furnished u/s 139(1)/(4)/(5), of such person for the RAY.
A personshall not be eligible to furnish anupdated return, if -
(a) search has beeninitiated u/s 132 or books of account, other documents or any assets
are requisitioned u/s 132A in the case of such person, or
| (b) asurvey has been conducted u/s 1334 [other than TDS/TCS survey] of that section
. in the case of such person, or
(c) anotice has been issued to the effect that any money, bullion, jewellery or valuable
article or thing, seized or requisitioned u/s 132 or 132A in the case of any other
person belongs to such person, or
(d) a notice has been issued to the effect that any books of account or documents,
seized or requisitioned u/s 132 or 132A in the case of any other person, pertain or
pertains to, or any other information contained therein, relate to, such person.
Note: This provision is for the AY relevant to the PY inwhich such search is initiated,
or survey is conducted or requisition is made and any AY preceding such AY. For
instance, if search is initiated on 10th May, 25, then updated return cannot be
submitted for the AY 26-27 or any preceding AY.
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No updated return shall be furnished by any person for the RAY, where, -
(a) anupdated return has been furnished by himu/s 139(8A) for the RAY, or
(b) any proceeding for assessment/reassessment/re-computation/revision of income is

pending or has been completed for the RAY in his case, or

(c) the AO has information inrespect of such person for the RAY in his possession under

 the Prevention of Money Laﬁnder‘ing Acf, 2002 or the Black Money (Undisclosed
Foreign Income and Assets) and Imposition of Tax Act, 2015 or the Prohibition of
Benami Property Transactions Act, 1988 or The Smugglers and Foreign Exchange
Manipulators (Forfeiture of Property) Act, 1976 and the same has been
communicated to him, prior fo the date of his filing of returnu/s139(8A), or

(d) Information for the RAY has been received under an agreement u/s 90 or 90A in
respect of such person and the same has been communicated to him, prior to the date
of his filing of returnu/s139(8A), or

(e) any prosecution proceedings u/c XXIT have been initiated for the RAY inrespect of
such person, prior to the date of his filing of returnu/s 139(8A), or

(f) heisapersonor belongs to aclass of persons, as may be notified by CBDT.

~ Updated return to be accompanied by proof of payment of tax and additional income-tax

tax u/s 1408 (ie, tax and additional income-tax).

How to calculate tax on updated return [Sec. 140B]- Mode of computation of tax
(including additional tax) is given by section 140B as follows:-

Where assessee has not furnished return earlier- Where no return of income u/s
139(1)/(4) has been furnished by an assessee, he shall before furnishing updated return
u/s 139(8A) s liable to pay the tax due together with interest and fee payable under any
provision of the Act for any delay in furnishing the return or any default or delay in
payment of advance tax, along with the payment of additional tax. The tax payable shall
 be computed after considering the following :-

- the amount of advance tax (already paid);

any TDS/TCS;
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- any relief of tax claimed u/s 89/90/90A/91;

- any AMT/MAT creditu/s115JAA/1157D.

Such updated return shall also be accompanied by proof of payment of such tax,

additional tax, interest and fee u/s 234F.

= | Where assessee has furnished return earlier-If an assessee has furnished return u/s
139(1)/(4)/(5) (referred to as earlier return), he (before submitting updated return) is

liable to pay the tax due together with interest payable under any provision of the Act
for any default or delay in payment of advance tax, along with the payment of additional
tax, as reduced by the amount of interest paid in the earlier return. The tax payable shall
be computed after considering the following:-

- theamount of relief or tax, referred to insection 140A(1), credit for which has been
takenin the earlier return;

- TDS/TCS onany income which is subjecf to such deduction or collection, and which is
taken into account in computing total income and which has not been claimed in the
earlier return;

- any relief of tax or deduction of tax claimed u/s 90/90A/91 which has not been
claimed in the earlier return;

- any MAT/AMT credit claimed, o be set of f which has not been claimed in the earlier
return.

The aforesaid tax shall be increased by the amount of refund, if any, issued in respect of

 earlier return. The updated return shall be accompanied by proof of payment of such

 tax,additional tax, interest and fee.

= | Computation of Additional Tax - The additional tax payable at the time of furnishing
updated return calculated as follows -

If updated return is furnished after expiry | 25% of aggregate of tax (+SC+ HEC)and
of time available u/s 139(4)/(5) but before | interestas computed above

completion of 12 months from the end of
the RAY

If updated return is furnished after the | 50% of aggregate of tax (+SC+ HEC) and

expiry of 12 months but before completion | interest as computed above
of 24 months from the end of the RAY
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= | How to calculate interest u/s 234B where an earlier return is furnished :- Where an
earlier return has been furnished, interest payable u/s 234B shall be computed on an
amount equal to the assessed tax (or on the amount by which the advance tax paid falls
short of the assessed tax). For this purpose, "assessed tax" means the tax on the total
income as declared inupdated return after considering the following:-
- the amount of r‘eiief or tax, referred to in secﬁoﬁ 140A(1), the. credit for which has
been taken in the earlier return;
- TDS/TCS on any income declared in updated return and which has not been claimed in
the earlier r‘e‘ruf'n; |
- any relief/deduction u/s 90/90A/91 which has not been claimed in the earlier return;
- any AMT/MAT credit u/s 115JAA/115JD, which has not been claimed in the earlier
- return.
The aforesaid tax shall be increased by the amount of refund, if any, issued in respect of

such earlier return.

Other points - The following points should be noted

1. If no earlier return is furnished, interest payable u/s 234A shall be calculated on the

 basis of tax on total income as declared in the updated return.

2. | If earlier return is furnished, interest payable u/s 234C shall be computed after

considering the total income furnished in the updated returnas the returned income.

3. | For the purpose of additional tax, interest payable shall be interest chargeable under any |

~ provision of the Act on the income as per upda‘red return, as reduced by interest paid in
earlier return. However, the interest paid in the earlier return shall be considered to be

nil if no earlier return has been furnished.

Example :
Mr. X would like to furnish his updated return for the A.Y. 2021-22. In case he furnished
his updated return of income, he would be liable to pay 2,50,000 towards tax and 35,000
towards interest after adjusting tax and interest paid at the time filing earlier return.
- Youare required to examine whether Mr. X can furnish updated return
(i) ason 31.3.2023
(ii) ason28.2.2024
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as on 31.5.20241If yes, compute the amount of additional income-tax payable by Mr. X at
the time of filing his updated return.

Solution
Mr. X may furnish an updated return of his income for A.Y. 2021-22 at any time within 24
_' months fr‘om the end 61‘ the relevant assessment yeari.e., 31.3.2024. Accdr‘dingly,

Mr. X can furnish updated return for A.Y. 2021-22 as on 31.3.2023 and on 28.2.2024.
| However, he can not furnish such return as on 31.5.2024, since such date falls after
31.3.2024.
| Mr. X would be liable to pay additional income-tax@25% of tax and interest pa__y_able_, if
 updated retfurn is furnished after the expiry of the time limit available under section
139(4) or 139(5) i.e., 31st December 2022 and before the expiry of 12 months from end

of relevant assessment year i.e., 31.3.2023@50% of tax and interest payable, if updated

return is furnished after the expiry of 12 months from end of relevant assessment year

i.e., 31.3.2023 and before the expiry of 24 months from end of relevant assessment year

i.e., 31.3.2024.

(i) Accordingly, Mr. X is liable to pay additional income-tax in case he furnished his

updated returnas on (1) 31.3.2023-71,250 (25% of 2,85,000, being tax of 2,50,000
| plusinterest of 35,000]

(ii) 28.2.2024 of 1,42,500 [50% of 2,85,000, being tax of 2,50,000 plus interest of

35,000]
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