4 Chapter Name - $omvoduction & Basic Concepts

# Sechiong & Conegpls to be studied 1n_1hig Chapter :
~ Meaning & classificabon of taxes
= Why taxes are fovied ?
- Power fo fevy taxed
= Lomponents of Yncome Tax Laww in India
- Socfion 1 - Shovt Title  Extent & Commencement
~ Sootiom 2 .- De{!fniﬁong
~Sechion 3 '~ Definition of Previous Year
—Sohon § ;- charﬁin Sechon
- Sechom 2(31) - De,f-.’niﬁon of "Person’
- Sochion 2(%) o~ Deginition of "Ascessee’
- Sachion 2(34) -t0. Secfion 3 - Definition of "Person’
- Sechion 2(9) - Definition of 'Assessment Year'
= Revenue Recoipts vis Capifal Receipls
= Sechion 2(45) *- Definition of " Toral Income’
= Process Jov determining Toral Income
- Qrosg Totat Income vIS ‘Toral Yncome
= Process fo dat'eo'mining Tox Lia.bih’fj
= Exemptions vjs peducHoms
~ Noymat Rates of Income Tax for the Ay 23-2y (i-e Py 22-23)
= Section 8%A - Concepf of Tax Rebate
- Concept of Mawginal Retief
~ Saction 238A - Concapt of Rounding-off of Tota) dncome
~ Sachon 2888 :- Concepl of Rounding-off of Tax Liabiﬁfj

\




# Meaning 4 classificanon of taxes :-
v

Tox = Financiay Charaa, — fevied by the Government

on ang product, under any faw
activity serviee,
income., wealth 2fc -

Rased o the mode aﬁ collechion ; taxes ave di vided 10 bouowing
fwo pasts | namely :-

/\
& . %
Dirvect Toxes Iodiveer Taxes
/) )
* levied on parson income oy % fevied on a person consum
wealth & it is di’l’édﬂ(f pcud aaxﬂ oy Sovviced & It ig Pa_p
fo the Covesnment ind.imchg fo the Government

# incidence & impact gaus on % incidence & impadt fads ov
the same persom diggerenr persons

% jts burden cannor be shifred  # ifs burden can be shifted

¥ pmﬁwssiva N nafure # wgressiva in nature

* E9:- Income Tax,Tax on % _Eg - Goods & Sevvices Tax/
undi.’cclo.cad Incomeg £ Cusfoms .Duly
Fowﬁn Assefs. PmPeo’l}{

Toxes



3 Why taxes are Jovied ?

Tox is a basic sowrce of vevenue for the Government, which is

used for the puyrpose of :-

- providing benefits Uke educahon ,eatthcare facilities £
various Other assistance fo economiaaﬂf, backward classes
of the gociety & defence of the nation

- deva,loPmanr & maintenance of vavious infrastructural
facilifies Like voads, bridges, dams efe. in India

- meaﬁna vayious wnhnﬁmcies

- presesvahion of natuval ¥esourees, places af arhstic oy
histore impoﬁ’ance er.

# Power o evy taxed :-

As pex the Article 26 of the Constituion of Indtia ; no taxes
shay be levied ov collected in Spdia excepr the authonty of law.
Hence, in ovder o atiow the govammante to levy & ColleeS
vavious types of faxeg Avhclt 246 of the Conshifuhon of
India. empowers the Partiament & state Legislatues fo
make fawsg with vegpect o vavious matiere jncludy

levy £ collection of diffovent hypes of faxed . These matierg
are manpiomed under 3 liste enumerated in the Seventh
Schedute of the Congtituhon of India namely ¢ -

ust 11: Union Lisr  UsrIT-Stare Usr  Uisr 11 -Concuyvent List
J d

Paviiament has State Legislatuyeg  Parliament £ State
exelugive Powey o have exelugive Powey  Legislafunos ; both
make (aws on the 1o make Laws on the hawe power fo make
matters confaingd  matkexs confained in  1awg on the matlers
n Usr1 Ust T contasned n UstIIL



# Note o~ Entry No- 82 of the Union List has empowered the
Pavliament o make law with vespeet fo levy L
Cf.ollecrion of taxaeg on 1ncoMmeg except ag«iaulrural
Income .

4F ComponentS of dncome Jax Law in India :-
* The Income Tax Aet ~1961 .-
This Act conraing provisions Jox fevy , computahen and
collechion of income tax & other miscellancous provisions,
It is divided into ¥XT1] Chapfere contatning 298 Sechons
and 14 Schedules .

* Annual Finance Act -
Ir containg chanaas [amendments which ave brouahi' every yeay
in various Jaws u’acluou‘nﬁ the dncome Tax Act’ 1961.

Process of anach’na Finance Act in India 1s as J}onows ‘-
d
Budqet cession ef the Paxliament (157 febyuary every gaar)

L> Finance Ministey presents the Finaneg B

!

Pageed in the Partiament

l
Apter the President’s Agsent such Finance B111 bacomes the
Finance Act

% The Income Tax Rules 1962 -
For pyopev adminisriution of divedt faxes in Sndicr; the CBDT
from time to time frames rwleg which ave cotlectvely known
as the Income Tax Rules 1962




* Civeedarg issued by the ¢8DT :-
To deal with cevtajn specific issues & 1o clavify ceviain Specific
doubts while implemanting the provisions of the Jncome Tarx
Act’ 1961, the €BDT issues Civewans.

/eflncoma Tax Department (=)

Civewlavg e binding en the
\o o Pagyere (X)

However, the fax payers can take the advantade of any
chewlar benefiaal to them.

* Notifications issued by the ¢BDT ‘-
To give effect fo the provisions of the Income Tax Act’ 1961 ov
10 mare ov amend the yules in the Income Tax Ruded 1962
the cBDT iSsues notificanons.

/eflnaomc Tax Depastment (<)
Notificahong ane bindinﬂ o the
\_ Tox Patjere ()

% Judgements of the ITAT, HCs ¥ SC on the issues |digputes
avising betwaen the Income Tax Depashment £ Tax Payers in
any provision of the Income Tax Act’ 1961,

4 The $ncome Tax Act’ 1961 ;-

# Sechon 1 - Shovt TitHe Extent & Commencement
P ] —
The dncome Tax Act'1361  whole of Indlia W0-¢-f. 01-04.1962
(including I%K)




# Section 2 :- Definitions
To be veferrved as and when needed while Studying the
provisions of the Income Tax Act’1961 .
i fi ided ) -
Definitions provided axe iwgmallg of follownng types

— I~ —~

Exhaushive Definifions  Inclusive Definitions Definifions havinﬂ
£

) J both wovds ‘'moeans
_ _"meang . " includes...... ‘includes’
J J ) ) !
Seope of such dofinifion  usedwheve the  _ means .. &
i limited |vestvicted 10 Scope of any teyvm it includos.....
what is defined thevein is supposed o be ! |
& nothing elce widened |expanded  used when a feym 18
d J specifically infended to
Examples ;- Examples :- mean gomething and
Definition of :- Definition of :- also 10 give a widey o
Agricutfral Income,  Income  Person,  extendad meaning o
Assassment Yeay, Transfer et that same tem
Capita) Asser efc.
Exampleg ;-
Definition of :-

Assegsee , Fivm ek,

# Saction 3 i~ Definition of 'Previous Year’
J
To be diseussed later alonguith the definition
of Assessmenl” Yoy




# Section 4 - Charg inﬂ Sechon
The Totaf Income of the Previous Joar of every Parson shat
be assegsed £ chafged fo income tax duyi ng the Assesement
Year at the preseribed tax vates,

* Pavson u)s 2(31) jneludes -
1] Individuat i.e. naturas human be
[Mate® [ female© | Ta'anc@ardm"?@ | Mipor ) | Person

of unsound mind ]
2] Hindy Undlivided Famity (HUF)
3] Company
g Private ov Public | listed oy unlisted | Indian ov Foreign}
2, 2, @,

4] Fivm (includes Limited (iabi lﬂ":{ Parmwship (LeP)]
5] Associaion of Persons (AoP) £ Body ofﬁrﬂividuafg (801)
l

Gn’oup@ 2, P'ship Deed©) = P:ship Fim
Group© (#) P'ship Deed X = AoP|B01

Aop 801
% Two oy move peysong # Two ov more individuag
volunfanily come fogethor combined fogethey by opexafion
fov a common purpose of law [ compulsion

% ﬂng PerSons canfom) AP * Onl_t! individuals canform 8ol

Examples /-
AOP  Bol
crf. MY A L Mr.B / ¢
qroup of My.x & M|S ABC £CO. o X
v X

(roup of MJS ABC R Co, & MIS Pl



6] Loca! Authority i-e. an authority which manades the
locat funds (Jocalify) on behalf of the SGr.
Examples ! -

Municipality  Cantorment Board, Gram Panchayal’

4 Mofg - SCCC; = Person .’ Nor tiable for income. fax
7] Avtificiat Jwicdical Pevsom (AIP) covers every enfify

which has come info existance as peY any faw and

not coveved in point no-@ to @ above

Exampleg /-

ICAI  ICSI SERI, Tyusls efc.

# Nofe 1 - The above classificahon is dene on the basis of
legal Status which i necessarvy o fix the tax
liabiliny as diffevent yateg of tax are appliatble

for diffevent types of pevsong,

F Nore 2.2~ Pyofr motive is not necessary fo conshiule a peison
Hence, AOP ov BOL ov Local ﬂw‘boﬁﬂ ov AJPshall
always be hreated ag pevson wwhether v nor
they ava formed |established with the objactof
dm’ivinﬂ income , profits ex ﬂaing,

any tax or any othes Sum /8 able under the
provisions o the dncome Tax Act, 1961 and If
jnctudes ;-
(@) every porgon jn respect of whom any
proceedings undey the Income 7ax Act, 196/ are
cnder faen fos assessment of : -

% RAgsessee w8 2(¥) meang c;ng person by whom
a



- his income [ loss | vegund ; ov
— income | oss [yegund of any Othey persom in
vespoct %which he IS assZssable

(b) every paason who is deemed fo be an assescee
as per the provisions of the Income Tax Act, 196/
fov example ; a yepresenfative assessee

(c) every peyson who is dagnkd fo be an 95¢<ae
in defauth ag pex the provisions of the Income

Tax Act, 196
For example ; A pevson who contiavenas e

povigions of the Income Tax A 136l

Note ;- Every Agsessee muyst be a Peysom . Howawy,
avery Pereon need not be an Agessee

* RAssessment Yeay uls 2(9) means a period of
12months grarﬁng from 127 Apail every yoow .
: 01.04.202 1-03.202
Cuampi orogiiss 31833008 oy
|2 moning

¥ Previpus (ear u)s 2(3Y) means the previous year
as defined wjs 3
J

Previows fear meang the FY immediately preceding
fo the Assesgment Year.
Example :- FY immediately pmcedin% tv the AY 2024-2S

-
-



¥ Nofe 1:-
2 The Income Tax Act, 1961 as amended by the Finance Act,
2023 is applicable fov May'sy & Nov'24 attempts
d

Z. The questions in the examination would be framed for
PY 2023-24 1.¢- AY 2024-2S

# Mo 2./ -
4 AY - Always = 12months
4Py - Mormauj = 12months
However, the Fivst PY of New Business o Profession o
o New source of dncome can be a paxiod of < 12monthg

¥ Total Income ujs 2(45) means total of incomes referred
10 in Section S, computed in the manner prescribed undex
the Income Tax Act, 1961 .
# Nofe -
Incomes veferved 1o in Section & ave the incomes which
are coveved n the Scope of fofel income of the assessee
based on place & Hime of acerual oy yeceipr theyeof and
the vegidential sfatus of the assessee -
#Nore 2 -
The manner 1aid down under the dncome Tax Act, 1961 for
Computation of Toras gncome is as follows :-
Gross Totat Income (=) Deductions ufe T-A (=) Toras Income
J d J
Rgqreqatz of Sncomes  covers deduchions  chage of income
computed under S avaflable undey  4ax ig on this
heads og income Section 80C 10 80U ampunt




¥ S Heads ofﬂncoma

!
Sataries - (See 1S o 1F) XX
House Propasty-(Sec 22 10 2%) %X
Busingss or Profession -(Sec 28 0 44DB) XX
Capita) (raing - (Sec 4s 10 SSA) XX
Other Sources -(Sec-$6 1o S9) XX
J

Aggregate of incomes computed under above S Heads
is knowm as Grross Tor) Income .
J

Jhile agamﬂaﬁna the 1neomes under above S Heads
effect must be aivm to .-
% Clubbing Provisiong (sec. 60 10 65) ; and
% Provisions velating 1o sef-off & carry-feructd of

Josses (Sec. %0 fo 80)

# Detasled Process of Computation of Totay Income *~
RECEIPTS during the Py

L
— ~
Income (O Income (X
« — I
Toxavle (X) Taxaviz ()
(1-¢- Exempt Incomes) J

.Dapandin% o the place& nme of accruatl
Coveved undey Sec 10 oy veced pt 84 such income and residential
Statug of the assessee as pev sec-6 fov the PY
J
Above incomeg arve o be included in the
Computation of toral income of the PY 77

%)



=
— Scope of Toref Income —
l

(See-S)

These incomes shatf now be clasgified under the S Heads of Income
and computahonal provisions af each head shall be applied to
compure taxable injoma wundey ¢oeh head
ﬂgﬁmﬂa.m 013 Incomes computed under S Headt after taxing
N consideyanon provisions of clubbinﬂ and ser-off 2 cany
-{orward of )osse‘gL shat! be the Gross Tofad Sncome{m the PY

from the above Gross Toral ncome : deduchons undey chapley
UA ave claimed and balance amount shall be the Tora Income
of the assessee for the PY.

4 5mPo‘rrant Points fo Remember -

¥ Point No.1 :- Receiplg
P
— —~
Revenue capifal
d y
Income () Income ()

Taxable unh) § unlese  Not faxable unh) & unless
specifically exempted  specifically tyeated as income
Example’-Galary Rent, & charﬂad fo taX
Inrevest erc.  Example:- siinnings , Grfrs
Income © Taxaovle©)
% Loang, Pdvances
Income @ Taxable(®



* Point N0-22- Income ordinarily means somaminﬂ which is yeceived
on a vegulay basis {yom a definite source .
Definition of  Howewer, the teym 'income’is also defined ufs 2(24)
Ineome s 2(0) 1o include centain Specific veceipts as income So that such
J reeeipts cowd be ehargad fo tax.
Refer 10m M Henee, it can be said that meaning of the tesm 'income
is much ewider than what is nermally understood.

Pg.w0.1.23

J ¥ Ag and when the Govemment wish to charge tax oncertivn
Just vefer veceipt which othenwise may not be treated as income,
No need fo ir amends section 2(24) and includes such yeceipt in e
yemembey  definition of income and eveates a charge on it under

any of the 5 heads of income .

/» cash = Income (©
% Poinl N0-3 /- Receipts in
\s tind = Ireome O

C vaue needs 1o be datermined on the
basis of presevibed vatuation yules

55 no valuation swes ave preseribed
then - FMy may be adoPI'e_d ,

Real ncome - Charﬁed f tax .
Fichona) Sncome - Norcharged o fax

unh & unless SPecificcwg providcd
under the provisiong of the ncome Tax

Act'1961.

/' Pexmanent basis
} Chach fo fax @
\ Temporary basis

Income



0 Instaliments

jncoma C } Chm'caed o MX@

Ty lumpgam

jnwm¢< wgaL j Cha«%ad fo MX@

9J1 mdu,

34 Point No.S i'

Income is eavned  “Torat $ncome is assessed , tax Liability
is deteymined & it 1g dischafﬂcal
.9’1 the income from any source is eavned in the PY , then such
income shall be tharged fo fax during the AY even if such
Sousce of fncome ceases 1o exist dyring the A je-tax |iabils'13
em the income from that souree cannot be denied in the Ay
merely by avguing that such souree of ncome is not in existance

olcm'nﬂ the AY.
% Point M0.6%- dncome under the Income Tax Act 196/ can be : -
A
v R
(+ve) (—w)
l )

Charged o tax  consideved for set-off & crvy-fovword

¥ Point No-3 - Pin Money = Amount veceived by a wfe from hev husband

fo meet the expenses of household ov hey

- pevsonal expenses . S
—

Z+  Yncome fov the wige .. Nor Taxable in her hancls




# Point No. 8 - Diversion of Income.  vjg Application of Income
d l

# By an obligation whichexists 4% Any expenditure|invesiment
prioy fo 1ha veceipt of income,  oufof the income after ir is
1he income is diverted to Some  veceived
othey pevson aftey it is weceived % Part of income applied by

# Part of income diverted by the the ageassee is his income
assessee not taxable in the only and the same shall be
bands of the assessee. faxabie in the hands of the

assessee -

Example -

X &4 are fonf authovs of a book They enteved into an agyee-
-ment wheveby they decided o equally distribute the voyalky
income o} the book co-authored by them .

Publisher gives @ cheque of Z10,00,000 on the name of X
(being the fivsl author of the boek).

d
/. out o the above Z10,00,000
e ~
/2 = £,00,000 Kepr by X /2 = 500000 given 1o Y
l J
Taxable 10 X even if he Taxable fo Y & not o X
veeeived %10,00,000 from > 3t wowd be peated as
the publishey diversion of income by X .

J
Out of the above ZS00000 ; if X
has spent |invested say Z 2,00000
then i wowd be fveated as
application of income by X



# Point N0-9 2~ Gross Torat Income.  vis Tota) Income

J J
Aggueqate of incomes computad Part of Cross Torad Income
undey § heads of income ofter vemaining aftey claiming

Opplg'mﬁ the provisions of clubbina deduchong ulc VI A
and set-off & carvy - fovward

of losses but before claiming

deductiong ulc VT A

* Point No-10’ Exemption vi$ Dedychon
J J
* Income which is nof inctuded % That part of income which
in the computation of Toral i€ allowed to be veduced out~

Income of fhe income after the income
* Exompricm S ﬂncome @ 1S included in the wmpul'aﬁon
Exemption > Income (O 0} Totat Income

* Income remaining aptey * Deduction £ Income ()
claiming the exempfion anbe  Deduction > Income @,
S —

— / ~ # Income vemaining after
+W Nil o alaiming the deduction can be
© © ® S,
+W Ni| -ve

© © ©



# Procegs of deteymining Income Tax Lo ity *-

J

Totos Income of the PY
P — —~
Spacialjncomcs lite (0CG s Balance Totat Income i-¢
21128, $1CG vfs 1R, Winnings Noymal Total Income
Income S 11SBB 2tC. J
J Taxaole @ Noymal Rateg
Yaxable @ Special Rates preserived undey the fimnval
prescribed under the Income Finance Act
Tax Act’196/ J
d Tax on Normal Torad Income

Tax o0 Spacial ynecomes @ (4) @ NomatRates = XX
Spocial Rates = xx

L — )
Aggragate of above 1a%eg = Tax on Totat Income = XX

7 [M_gl. ! Surcharge ( l'f applica.blz) = XX "

~ Lless: Rebare ufs 838 Cif applicabie) z (xx)] -
Tax on Total dncome including surcharge o@ —
Tax on Total dncome aftey Rebate ufs 834
Add: Health & Educahon Cess @ 4 /- = XX
(rvoss Tax Liability = XX
less: TOS | TCS dtm’nﬂ the P4 (if any) = (XX)
legs: Advance Jax paid dusing the PY (if any) = (XX)
jegs: Relief uls 89 (if any) = (xX)
lgse: AMT Cvedit ufs 153D (if any) = (%X)
Ner Tax Liabi lity | (Refund Due) = XX | (%K)

# Note'~ Special yates of fax available undey the Income Tax Act’' 1961
ave income gpedific vates applicable uniformly fo atl the
typos of assessees . (piscussed latey on)



whereas, Normal rates of tax available undex the Annual
Finance Act are agsessee Specific yates which are diffevent
fov duffevent typeg of agsessees. (Discussed bereunder)

# NORMAL RATES OF TAX #

(@) 9 case of Individuals (orhex than Senior Citizens & Supey Senioy
Citizen) | HUFs | AOPs £ 80l | ATPs -

- upfo £2,50,000 (Basic Exemphon Limit) - Ni |
~ Fyom £ 2,50,001 10 £5,00000 i-¢.on £2,8D,000 - 57
- From Z 5,00,001 10 Z10,00,000 1-¢.0n 500000 - 207/
~ Above Z10,00,000 - 307

(b) 9n case of Individuals being Senior Citizen :-

- upto Z3,00,000 (Basic Exemphon Limit) = NIl
~ From Z 3 00,001 10 £5,00000 i-¢.0n F2,00000 - 5
~ From Z 500,001 10 Z10,00,000 i-¢.0n £5,00,000 - 207/.
- Above Z10,00,000 - 307

() 9n case of Individuals being Super Senior Cifizen :-

- upto £5,00,000 (Basic Exemphon Limit) - NI
~ From Z 500,001 10 £10,00,000 i-¢.0n F5,00,000 - 207/,
- Above Z10,00,000 - 307/,

4 Nofe ! i~ Senior Citizen = Resident Individual whose age is
> 60¢ears aranytime awﬂ'na the PY

# Note 2 - Supey Senior Lifizen = Resident ndividual whose age is
> 804ears arangyhime atwioa the PY



# Nofe 3:- A vesident individuatl whose oth oy g bivthday $alls
on i‘rﬁpﬁi , Shayl be treated as haw'nﬂ atfained
the age Of 60y4¥s ov 0yrs as on B¥™Mareh itself
and not on S*Apsi1. (¢BDT Civeulay)

* Rates of suvcharge applicable for agsesseeg covered in
(@), (b) & (¢) above e as fouows '~
3> Nil - whae Tord Income 18 < F50 Iakhy
= 107 - wheve Tors Income 18 > TS0 lakhg but £Z 1 Crone
+ 1S9 - wherg Tors Income 18 > T 1evore but £ T2 crowes.
+ 287/ 1= where Tort Income 18 ST 2 evpres but <F5 crowes.
»3%7 - wheve Tord Income 18 T 5 evores.

% Rebate wfs €FA:-
- Available to - Resident Individuals whose Torat

Income ig £ T S,00000

= Rebate uls 8FA shall be leagtof :-
(@) 1007/ o Tax on Toral Income 1
R,

(6) Amount of £ 12,500

¥ Heatth 8 Education Cees @ ¢ /- shall be appucable
in all eases on the Amount of Tax en Totat Income

includin Surcharge or on the Aimounr of Tax en
Tora! Income after Rebate ujs 8FA-.

(4) In case of Pavmership Fivms | LLPs | Locas Ruthorities -
- Toras Income exdudinca[ Speciat Incomes faxaple @ Flar

Rate of 307,



‘ Sufchaa?a @ 127- shay be applicable on the amount of
Tax on Toras Income - wheve Totat Income is > Levore.

- Heatth & Educanon Cees @ 4 7/ shall be appucable
in all cases on the Amount of Tax en Tora Income
including surcharge (if ang).

(¢ I ase of Co-Operahve Sociehes ;-
- Totat Income excluding Speciat Incomes
tpo Z 10000 - @ 107
from Z 10,001 10 £ 20,000- @ 207.
Above £20000-@ 307/-

: Sufchaf?a @ 127 shayf be applicable on the amount of
Tax on Torat Income - wheve Totat Income is > Levore.

- Heatth 8 Educanon Ceeg @ & /- shatt be appucabie
in all eases on tha Amount of Tax en Tota! Income
im:luob'n?r Surcharge, (if any)

(f) 30 case of Domesfic Companies -
- Torat Income exeluding Speciat Incomes shall be taxable
@ Flar Rate of 257/ = ¢ the fotal turnover of such Domeshic
Company is & T400 cyoves dmrinﬂ the Py 21-22.
CPy24-22 pY22-23  PY 2324 '
R : ' J 7
Tlo < goocy.  Totat Income ~ Taxable @ 257

@ Flat Rate of 307 - In every other cose



. Suo’chafaa shatf be aﬁp/tioabm on Tax on Toral Income

(" %
@3/ @127.
wheve Total Income 1S wheve Total Income 1S

>ZT1evore but £ T 1000ves > F10¢yvores

- Heatth & Educahon Cegg @ ¢ 7/ shall be appucable
in all cases on the Amount of Tax en Tora! Income

including surcharge (ifany).

(9 I case of Foreign Companies :-
. Totat §ncome eXcluding Speciat Incomes shall be faxaple
@ Flar Rate of 40/

* Surcharge shat be a@mm on Tax on Toral Income

(2 R
@27 @s.
wheve Total Income 1S wheve Totat Income 1S
>ZT1evore bt £ T 1000ves > F10¢yores

- Heatth & Educanon Cess @ ¢ /- shall be appucabie
in all eases on the Amount of Tax en Totat Income

including sureharge (if any).

3 Concept of Mayginal Relief ‘-
- Mawginas Retief is available fo AN the Assessees wheve
Surcharge 18 appll'cabla,
+ 4t must be claimed out of Tax on Tota) dncome before
lau_c[ina Health & Educahpn Less .



+ Steps fo Calculate Maxginal Relief :-
1] Compute the Totas yncome (which 18 slighﬂg highv than
TS0 lakhg oy T cvore oy T 2(v07e8 ov T S(vores ovX10
coves ; as the case may be).

2] Caleulate the +ax on +he above torad mcome indudin?,
surcharae i-¢.Tax 1.

3] Galeylate the 4ax m totad income inciudinﬂ surcharge
(if ang); on total income of Tso lachs or T1<r0ve ov
T 2(0roves ov T Scvorgg oY T 10¢vores; as the cage may be.
1-¢-Tax 2.

47 Caleutate P Tax 1-¢ Taxl (-) Tax 2.

S Caleutate 1in Toral Income. i-¢- Actual Torat Income (-)
total income of TS0 1akhs ov T1¢10ve ov X 2(roves o
T scvoreg ov T 10cvoves;as the cage may be.

6] §f TinTax is > 1 in Torat Income (O
(Step.4) (StepS)

4
Margina! Relief ©
4

1inTax & 1 in Total §ncome



3 Examples fo understand the Concepr of Mavgina Relief :-

Example L *~ Tin Tl
7100000
Torat $ncome ZS100000 2 SO00,000
Tax on Totas $ncome Z13,U2,500  %13,12,500
() Sucharge Zy,3u,28D -
Tax includinﬂ Surcharge Z1u46,40  313,12,500
Y inTax
164250

- PinTax PinTI /. Mayginad Relief (O
(Z1,6u,25D) v (31,00000) @ d 4
164280 (9% 1,00,000 =Z 64,250
" Finat Tax Payable = Z14,36,25D(-)T6v,290 = Z14,12,500

() Healih & Educahon Cess @ 4. = T 56,90
Z 14,693,000
Example 2 - TinTi
L 2100000\
Toral $ncome F1,01,00,000 10000000
Tax on Totas $ncome Z28u2500 T 28,12,900
() Suncharge TUu263¥  Z2828D
Tax includ.ina Surcharge 3326883 Z30933sD
YinTax
T135)28

7 TinTax Pin T /. Mayginad Relie
(Z13529) 7 (2100000 = "y FO

135128 (9%1,00,000 =Z3S 128

/. Finat Tax Payable = £32,688%S () LISNRS =Z3333SD
() Health & Educahon Cess @ 47. = 1,293
733,21 500




H# Soction 288A & 2888 :-
Rounding -off of Toras dncome £ Tax Liabi liny :-
The amount of Torat Income & Tax Liability ('fnc)udin?{
TDS[TCS o Advance Tax) ; infevest, penatfy  fine o
ang ofher Sum payable b#n'rha assegsee and refund due
fo the agsesser “undex the provisions of the ncome Tax
Acr 196! "

v

Shau be Rounded-off 1o the namest myihiple ofzw,

5{- the Tored Income | Tax Liawitity 1S not in fhe
muttiple of T10 and the 1asr digit 1n that is ‘-
"8 — —

S oy more fegs than S
J l
Round-off to the next Round -off 1o the previous
highey ampunt which 1S f0WeY ampunt which 1S a
a mylfiple of Z10. multiple of Z10.

Example - 4 % 6,53,312 — RI0 10 Z6,53,310
sk T 131,165 = Rlo 4o T 131,190
#* X 908%8 — R|o fv T 70,880

—— END OF CHAPTER —



