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UNIT-I

Tax Planning , Tax Avoidance and Tax Evasion

Meaning of Tax Planning

INTRODUCTION
The main goal of every taxpayer is to minimize his Tax Limlity. To achieve this objective
taxpayer may resort to following Three Methods :

o Tax Planning

o Tax Avoidance

o Tax Evasion
)y O EO xAll OAEA OEAO O4A@GPAUAO EO 110 A
| AGEI Oi OA@ O 8 3rrahge theakairdiaOdainér doked@dtax] But
the question what method he opts for ? Tax Planning, Tax Avoidance, Tax Evasion !
Let us see its meaning and their difference.

MEANINNG OF TAX PLANNING

Tax Planning involves planning in order to avail all> emptions, deductions and rebates

provided in Act. The Income Tax law itselfprovides for various methods for Tax Planning
Generally it is provided under exemptions u/s 10, deductions u/s 80C to 80U and rebate
AT A OAl EAES08 31 1 Aumereddélov: DOT OEOET T O AO

1 Investment in securities provided u/s 10(15) . Interest on such securities is fully
exempt from tax.

Exemptions u/s 10A, 10B, and 10BA

Residential Status of the person

Choice of accounting system

Choice of organization.

= =4 —a

For availing bendits, one should resort to bonafide means by complying with the
provisions of law in letter and in spirit.

Where a person buys a machinery instead of hiring it, he is availing the benefit of
depreciation. If is his exclusive right either to buy or lease itIn the same manner to choic
OEA &I Oi 1T &£ 1T OCAT EUAOET T h AAPEOAI OOOOA
exclusive right. One may look for various tax incentives in the above said transactions
provided in this Act, for reduction of tax liability. All this transaction involves tax planning
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Objective of Tax Planning

Tax planning is a pivotal part of financial planning. Through effective tax planning

elements of the financial plan falls in place in the most efficient mannerhis results in
channelization of taxable income to different investment avenues thus relieving tl
individual of tax liability. The investment amount post lockin can be utilized for
fulfilling needs and act as the retirement corpus in most cases. All afl, the objective o
tax planning is to reduce tax liability and attain economic stability.

Why Every Person Needs Tax Planning ?

Tax Planning is resorted to maximize the cash inflow and minimize the cash outflow. Sir
Tax is kind of cast, the reductin of cost shall increase the profitability. Every prudence
person, to maximize the Return, shall increase the profits by resorting to a tool known as
Tax Planning.

How is Tool of Tax Planning Exercised ?
Tax Planning should be done by keeping in mine folving factors :

1 The Planning should be done before the accrual of income. Any planning done afi
the accrual income is known as Application of Income an it may lead to a conclusi
of that there is a fraud.

1 Tax Planning should be resorted at the sourcef income.

1 The Choice of an organization, i.e. Taxable Entity. Business may be done througt
Proprietorship concern or Firm or through a Company.

1 The choice of location of business , undertaking, or division also play a very
important role.

1 Residential Staus of a person. Therefore, a person should arranged his stay in Inc
such a way that he is treated as NR in India.

1 Choice to Buy or Lease the Assets. Where the assets are bought, depreciation is
allowed and when asset is leased, lease rental is allowes @eduction.

1 Capital Structure decision also plays a major role. Mixture of debt and equity fund
should be balanced, to maximize the return on capital and minimize the tax liabilit
Interest on debt is allowed as deduction whereas dividend on equity funid not
allowed as deduction

Methods Of Tax Planning

Various methods of Tax Planning may be classified as follows :
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1. Short Term Tax Planning :  Short range Tax Planning means the planning
thought of and executed at the end of the income ge to reduce taxable income in a legal
way.

Example : Suppose , at the end of the income year, an assessee finds his taxes have be
high in comparison with last year and he intends to reduce it. Now, he may do that, to a
extent by making propearrangements to get the maximum tax rebate u/s 88. Such plan
does not involve any long term commitment, yet it results in substantial savings in tax.

2. Long Term Tax Planning :  Long range tax planning means a plan chaled out ai
the beginningor the income year to be followed around the year. This type of planning
does not help immediately as in the case adhort range planning but is likely to help in the
long run ;

e.g. If an assessee transferred shares held by him to his minor s@pause, though the
income from such transferred shares will be clubbed with his income u/s 64, yet is the in
Is invested by the son or spouse, then the income from such investment will be treaded
income of the son or spous®loreover, if the company issue any bonus shards for the shai
transferred , that will also be treated as income in the hands of the son or spouse.

3. Permissive Tax Planning :  Permissive Tax Planning means making plans whicl
are permissible under different provisons of the law, such as planning of earninghcome
covered by Sec.10, specially by Sec. 10(1) , Planning of taking advantage of different
incentives and deductions, planning for availing different tax concessions etc.

4. Purposive Tax Planning : It means making plans with specific purpose to
ensure the availability of maximum benefits to the assessee through correct selection of
investment, making suitable programme for replacement of assets, varying the residenti
status and diversifyingbusiness activities and income etc.

Tax Avoidance

It is an act of dodging tax without breaking the Law. It means when a taxpayer arranges
his financial activities in such a manner that although it is within the four corner of tax la
but takes advantage®f loopholes which exists in the Tax Law for reduction of tax a
liability. In other words though he has complied the letter of law but not the sprit behind
the law.

Following transactions are held as Tax Avoidance which are :

1. Where tax law is compliedwith by using colorable devices which means that use ¢
dubious method or a method which is unfair for reduction of tax liability.

2. Where the fact of the case is presented in a false manner.

3. Where the sprit behind the law is avoided.
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4. There is a malafide inéention.

It means that method adopted for reducing tax liability should be within the framework o
law. If it is not within the framework of law, it amounts to tax avoidance and not Tax
planning.

Tax Evasion

Any illegal method which leads to reductiorof tax liability is known as Tax Evasion. The
Tax Evasion is resorted to by applying following dishonest means :

Concealing the Income
Claiming excessive expenditure
Falsification of accounts.

Willful violence of Rules

hronNPRE

E.g. Claiming depreciation whereno asset exist in the Business or claiming depreciatic
on the assets which is used for residential purposes. It Is basically a fraudulent method
reduction in tax liability.

4EA $EAEEZAOAT AA "AOxAAT O4A@ ! OTE

THE DIFFERENCE %4 7 %%. Oa18 16/)$!#. % ! .$ 04!

TAX AVOIDANCE TAX EVASION
(i) Where the payment of tax is avoide
though by complying with the
provisions of law but defeating thé
intension of the law is known as ta
Avoidance.
(i) Tax Avoidance is undertaken KTax evasion is undertaken by employing unfa
taking advantage of loop holes in law |means
(i) Tax Avoidance is done through ng
malafied intention but complying the
provision of law.
(iv) Tax Avoidance looks like a tg
planning and is done before the tg
liability arises.

Where the payment of tax is avaled through
illegal means or fraud is termed as tax evasion.

Tax Evasion is an unlawful way of paying tax al
defaulter may punished.

Tax evasion is blatant fraud and is done after tl
tax liability has arisen.
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Less: Deduction u/s 16 (i)

Less: Deduction u/s 16 (iii)

(A) Cash Receipts:
Salary
Bonus
Commission
Allowances
Advance Salary
Arrears of Salary
i"q i EQ %i DI 1T URABB (Recodniz€d OE A
provident fund) in excess of 12% of salary
(ii) Interest on R.P.F. in excess of 9.5%
C) Perquisites:
Rent free house
Medical facility
Motor car
Education facility

Gross Salary

Professional tax 888

Taxable Salary

Deduction form Gross Salary
(1) Entertainment allowance u/s 16(ii)

employees.

Salary = Basic Salary :
(i) Allowance received }
(i) 20% of Salary Whichever is less
(i)  Rs. 5000

(2) Professional Tax or Employment tax u/s 16(iii) : -
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Allowances
Partly Taxable allowance

(1) City compensatory allowance | 1) Conveyance allowance 1) Education allowance
(2) Dearness Allowance 2) Travelling allowance 2) Hostel allowance
(3) Deputation Allowance 3) Tour allowance 3) Tribal area allowance
(4) Entertainment Allowance 4) Helper or assistant 4) Transport allowance
(5) Family allowance allowance 5) Composite hill
(6) High cost of living allowance | 5) Academic and research compensatory
(7) Medical Allowance allowance allowance
(8) Non-practicing allowance 6) Uniform allowance 6) Running allowance to
(9) Overtime allowance 7) Special allowance for the employees of
(10) Project allowance performing duty. transport undertakings
(11) Rural area allowance Above allowances will be fully | 7) House rent allowance
(12) Senant allowance exempted if = 8) Under Ground
(13) Tiffin allowance (1) Whole amount is spent Allowance
(14) Warden and proctor (i) Amount is spent for
allowance office use only
Rules regarding partly taxable allowance
1) Education allowance : - Exempted to Rs.100f P.M. per child for maximum 2 children i.e. 100 x 2 x
12 = Rs. 2,400/
2) Hostel allowance : - Exempted p to Rs. 300£ P.M. per child for maximum 2 children i.e. 300 x 2 x 12
= Rs. 7,200
3) Tribal area allowance: - Exempted up to Rs. 200/ P.M.
4) Transport allowance: - Allowance for going to office and coming back to home is exempted up to
Rs. 1600 P.M.
5) Composite hill compensatory allowance: -
() Manipur Sikkim, U.P., H.P. and J & K where height is 9000 ft. and above Rs. 800 P.M. exempted
(ii) In Siachin area Rs. 7000 P.M. exempted.
(iii) Places located at a height of 1,000 meter or more above the sea level R Ber month.
6) Running allowance for employees of Transport undertakings
70% of allowance received
or
Rs. 10,0004 P.M. Whichever is less is exempted
7) House Rent allowance: -

Salary = Basic Salary + D.A. Under the terms + Commission at fixed percentage

Less:

Allowance rec eived

Whichever

1) Allowance received
2) Rent paidz 10% of salary
3) 40% or 50% of salary

}s less will be

Taxable H.R.A.
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8) Under Ground Allowance : - Exempted upto Rs. 800 Per Month

Perquisites

1. Monthly Pension - Fully Taxable
2. Computation of Pension z

(A) Government employeez Fully

exempted

(B) Other employee

() If employee is getting Gratuityz 1/3 rd of total pension will be exempted

(ii) If gratuity employee is not getting gratuity z ¥2th of total pension will be exempted.
3. Gratuity 7

(A) Government employeez fully exempted

(B) Employee covered under gratuity payment 1972
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Salary = Basic salary + Dearness allowance (which is under the terms of employment or

not)

Note:- Salary will be calculated on the basis of last months receipts

(C) Employee not covered under Gratuity payment Act 1972

Salary = Basic Salary + Dearness allowance under the terms + Commission at fixed

percenta

Note:- Salary will be calculated on the basis of last months receipts

(4) Earned Leave Salary:-

(A) Govenment employeez Fully exempted
(B) Non Govt. employee

Salary = Basic salary + D.A. under the terms+Commission of fixed percentage

Less :

4)

Salary received for earned leave

1) Salary received for earned leave----------
2) Salary of approval period = -----------
3) Salary of 10 months ~ -------m---

Maximum limit Rs. 3,00,000 -----------

Whichever

is less will
be

Taxable earned leave Salary

Note:- Salary will be calculated on the basis of last to nho

O

(5) Compensation on Retrenchment
Salary = Basic salary + Allowances Taxable + All taxable perquisites

Less :
1)
2)

3)

Compensation received

Compensation received =~ -----------
Salary of 15/30 days on

the completed year of sevice

(under industrial dispute act 1947) -----------
Maximum limit Rs. 5,00,000 -----------

Whichever

is less

Taxable Amount
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Note:-3 Al AOU xEI 1 AA AAI AOI AGAA 11 OEA AAOEO i

(6) Amount received from provident fund: -
Amount received from statutory P.F. and Recognised P.F. will be fully exempted but amount
received from unrecognised P.F. will be taxable as under
i EQ %l DI TUAO66O OEAOA xEOE EI OAOAOO xEIT AA
(EEqQ )1 OAOAOGO 11 AipiT1UAAGBO OEAOA xEil1 AA OAc¢
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UNIT 1l

INCOME FROM HOUSE PROPERTY

The second head of Income is income from house Property. In this head of income, we compute the income
received by an assessee from thkouse owned by himself. There are some incomes which arise from
house, Owned by the assessee, but not to be included in this head:
1. Income from staffquarters.
2. House used by the assessee for his own business or profession.
3. House Let out to government authaties for police station, fire brigade, bank, insurance company
etc. for taking assistance in the business.
Similarly, income from subletting house or suktenancy will not be the part of this head.

Exempted Income from house properties:

Some incomes ee been declared exempted which have arisen from house properties.
1. Income from selfresidential house
2. Income from official residence of former rulers.
3. Income of some social & charitable institutions.
4. Income from agricultural farm house.

From the Incometax ioint of view, house properties can be classified into 4 parts:

Computation of Income from House Property
Assessment year 20120

Gross Annual value of selbccupied house NIL
Less: Intereston loan (Rs. 30,000/ Rs®,000)0 | zmmmeee-
Income from House Property | zzmemee-

Computation of Income from House Property
Assessment yeaP019-20

Gross Annual Value | e
Less: Municipal Taxes (O ——

Net Annual Value | -==—-—--
Less: Deduction u/s 24:
(i) Standard deduction (30% of N.AV.) —  —meeeee-
(i) Interestonloan e | FA—

Income from House Property (Taxable) | zz===em-

2/3 1/3
Selfoccupied Let-out
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Selfoccupied Let out
2 months
Self
occupied

While doing valuation in this case, actualent will be calculated of the whole house for the lebut period
only. But, fairrent and municipal-valuation will be taken for the whole year

Rules regarding valuation:

1. Gross Annual Value (G.A.V.)/Actual Rental Value
It is been calculated on 2 basis:
(a) Selfoccupied house: NIL
(b) Let-out house:

i. If the house is not covered under Rent control Act:

Actual R ent

Or
Whichever is higher

Municipal Valuatio n

ii. If the house is covered under Rent control Act:
Actual R ent

Or

Municipal Valuation Whichever is higher-------------

Whichever is less
Actual R ent

or } Whichever is higher--------------

NOTES:

1. If the let-out house has remained vacant for some period during the previous year, then actual
rent for such vacancy period will be deducted in the calculation of gross annual value.

2. If amount of approved unreaized rent is given in the question then such amount will also be
deducted in the calculation of G.A.V.

3. If owner of the house has provided some facilities to the tenant, free of cost as per agreement
or Rentdeed during the previous year, then the value afuch facilities firstly be deducted from
the rent received and remaining actual rent will be compared with other rents.

4. If an assessee has kept more than one house for his own residence, then only one house will be
valued asself-occupied house and other =lf-residential houses will be valued aO A A AT AA C
AA OAT OAIl 08

2. Municipal Taxes/ Local Taxes:
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during the previous year 201718x E1 1  AA /£O01 1 U mitledtdwhioEdar A hthey T bAldhgsd O

to. To get the deduction of these taxes, it is necessary that the assessee should fulfill the following 2
conditions:
a. Taxes must be paid by the owner only.
b. Taxes must be paid on or before last day of the previous yeag.i3%t March, 2018
3. Standard Deduction: 30% of Net Annual Value
4. Interest on Loan: 4
4EEO AAAOGAOQCEIT EO Al11TxAA 11T O$OA AAOGEO@ad ) O i
or not by the assessee, on claiming the deduction by him he will get the dedtion.
Deduction of interest on loan is allowed only when the amount of loan is utilized for purchasing,
constructing or repairs or renewal of the house.

Deduction of interest of loan is given in 2 parts:

I.  Amount of interest due during the previous yea2017-18

II. 1/5t of interest for construction period.
Construction period will be calculated from the date of taking loan upto 31March immediately preceding
the date of completion of construction of house.
Deduction of interest on loan will be allowed asinder:

a. Let-out house: The whole amount of interest will be deductible.

b. SelfResidential house:

Amount of due interest during 2017 -18

Or }
Maximum Rs. 30,000 or Rs. 2,00,000 Whichever is less

NOTE:

If loan is taken before April ¥, 1999, then maximum deductible amount will be Rs. 30,000 otherwise it
will be Rs. 2,@,000

If the loan is taken for repairs or renewal of the house, then in each case maximum deductible amount will
be Rs. 30,000

More than one house/houses for self residence Z7

Where the person has occupied more than one house for his own residential pwges, only one house
(according to his own choice) is treated as setfccupied and all other houses will be deemed to be let out.
Except one house (on the choice of the assessee) remaining house or houses will be computed as let out.
So, annual value of sth deemed let house/houses is determined u/s 23(1) (a) on the basis of reasonable
expected rent and entitled for the deduction of municipal taxes, standard deduction (30% of NAV) and
interest on loan like out property.

Only one house owned and kept vacant z Section 23 (2) (b)

In the case of an assessee who owns only one house property which is kept vacant as he has to reside at
some other place in a building not belonging to him due to his employment, profession or business, the
annual value will be takenas nil. Deduction u/s 24 shall be allowed only in respect of interest on loan
borrowed upto Rs. 30000. Where the property is acquired or constructed out of loan borrowed on or after
1-4-99, interest in respect of such property shall be allowed upto Rs. a¢s.

House acquired or transferred during the year

If the house is acquired or completed during the year then annual rental value will be determined from the
date of completion or acquisition to 3% March. For example a house is completed on 1.8.20&nd let out.

In this situation the annual rental value will be computed for 8 months (1.8.204 to 31.3.2015). On the
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contrary a house which is sold or transferred during the year, will be valued fromsdlApril to date of
transfer.

Rent received after deducti on of Tax

If the assessee lets out his property to a company or firm or trust or bank etc. (other than Individual or
H.U.F.) and gross annual rent is more than Rs. 180000 then the tenant would pay rent after deduction of
tax @10%. In such position at theine of determination of annual rental value gross rent should be kept in
view instead of net rent. If the net rent is given then it will be grossed up as under:

Net Rent x 100
90

Arrears of rent received during the year 7 Sec. 25B
If the assessee receivitany amount, by way of arrears of rent from such property, not charged to income
tax for any previous year, the amount so receivable (after deducting a sum equal to 30% of on account of
standard deduction such amount) shall be deemed to be the income ciipkA AAT A O1 AAO OEA
AOT T (1T OOA 001 PAOOUG8 )OO EO OABAAT A EI OEA DPOAOE
assessee is not the owner of that property in that year.

Recovery of Unrealized rent z Sec. 25A & 25AA

If the assesee has claimed deduction for unrealized rent in preceding year (before previous year) and

subsequently realized or recovered any such amount during the previous year, then it will be taxable and

included in the income from house property. The following paits should be noted in this reference-:

i) The amount so recovered is taxable in the previous year in which it is recovered.

i) No deduction whatsoever will be allowed to the assessee for any expenses for recovery of such
unrealized rent.

iii) Recovered amount is taxable even if the house is not owned by the assessee in the year of
recovery.

iv) If the deduction for unrealized rent was not allowed and claimed in past, then such recovered
amount is not taxable in the previous year because the assessee pa#d tax on such amount in
past.

V) If the partial deduction was allowed for unrealized rent in past then such part of recovered amount
was not taxable during the previous year which was not deducted as unrealized rent at the time of
assessment.

INCOME FROM BUSINESS/PROFESSION

AEEOA EI PT OOAT O EAAA 1T &£ OEA ETATI A EO 06001 £ZEO A
revenue is collected by income tax department from the tax payees engaged in business activities.

Meaning of Business- Sec. 2 (13)

Business includes any trade, commerce or manufacture or any adventure or concern in the nature of trade,
commerce or manufacture.

0001 ZACOCEIT T 6 EITAIGAAO O61 AAOGET 16 3AA8 ¢ jo0Q
Profession - The expression Profession involves the idea of an agpation requiring Purely intellectual

skill or manual Skill controlled by the operator as distinguished from an occupation or business which is
substantially the production/ sale/ arrangements for the production or sale of commaodities.
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Vocation: In the act, It implies natural ability of person for some particular work. In the other words by
the way in which a man passes his life.

Profits and Gains of business/ Profession include -
Profit from trading activities

Compensation

Receipts from Profesn

Profit from speculation business

Brokerage

Commission

Import -export Incentives

Income of trade Associations

Royalty etc.

©CoOoNOAWNE

Traders, Manufactures, Suppliers, banks, insurance Companies transporters, lawyers, doctors,
engineers, singers, insurance agents, trade Associations, money lenders etc. are covered under this
head.

The following conditions should be fulfilled for allowing deduction under the Section

Expenditure must be in revenue nature, capital expenditure is not allowed.

Expenditure must be related to business/profession.

Expenditure must be actually made reserve/provision made for any expenses is not allowed.
Expenditure must not be personal/Domestic

Expenditure must be paid/ payable during the year.

arwnhPE
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Net profit as per P & L a/c or surplus as per income & exp. a/c
Add- Disallowed expenses & Losses debited to P&L A/c:

1. Household expenses/ Personal expenses
2.  Life insurance premium
3. Int. on capital
4. Income tax & wealth tax
5. Capital expenditures & capital losses/ Speculations
6. Fees & penalties (except penalty in the form of interest for late payment of sales tax
7. Reserves & provisions (except prov. For payment of excise duty)
8. Capital expenditureon advertisement expenses new sign board.
9.  Adv. In souverior of political party.
10. Donation to political parties
11. Charities & donation (except compulsory subscription for business)
12. Personal gifts & presents
13. Cash payment exceeding Rs. 20,000 of the whol@ta will be disallowed.
14. Payment outside India without TDS
15. Excess payment to relatives
16. Excess dep. Chargedin P & L a/c
17. Irrelative exp. Of business
18. Fringe benefit tax (FBT)
19. Securities transaction tax (STT)
20. Income tax on perquisites
21. Valuation of closingstock
22. Exp. On intangible assets like patents copyright, know how etc. (25% dep allowed
it)
23. Preliminary expenses (4/5 th disallowed)
24. Exp. On prospecting of minerals (9//10 disallowed)
25. Exp. On family planning program
26. Provision for Gratuity [u/s 40 A (7)] (H)z
Total -
Less Allowed expenses and allowances which are not debited to P&L A|
wholly/partly for instance depreciation:
1. Allowed bad debts
2. Allowed depreciation
3. Any other allowed expenses (-) -
4. Banking cash transaction tax
Less : Income not related to business but credited to P&L A/c: -
1. Rent from house property.
2. Selling price/profit from sale of assets.
3. Interest and dividend
4. Int. on post office savings a/c
5. Income tax refund
6. Agricultural income
7. Bad debts recovered which were previously disallowed as bad debts
8. Personal/ Family Gift (-)z
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Add : Add deemed income which are not recorded in the books: () z

Taxable Income from Business/ Profession | -------

Deductions expressly allowed in respect to expenses and allowances (sec. 30 7 37)

1. Rent, taxes, insurance, repairs etc. of the building: If an assessrunning his business in a
rental house, then rent and all other expenses will be fully allowed. But if the business is
running in own house, then rent will be fully disallowed and other expenses will be allowed
proportionately. (Sec. 30)

2. Repairs & insuance of other assets: If an assessee has taken insurance of plant & machinery,
furniture, motor car etc. or spent on repairs of these assets, then the whole amount will be
fully allowed. (Sec. 31)

3. Depreciation: (sec. 32) depreciation will be allowed on &lthose assets at prescribed rates,
which are allowed by the assessee and are used in business of profession

Dep. On leasehold assets will not be allowed and also on foreign cars.

Dep. Will be allowed on any asset only when it is existing the businessa the last day of the
POAOGETI 6O UAAO -AOBoph pm8 )& Al AOOAO EAO AAAI
allowed on such asset.

If an asset is used for a period. of 180 days or more in an year, then only dep. Will be allowed for
the whole year. But, if an asset is used for less than 180 days in a year, then dep. will be allowed at
prescribed rate for the half year.

Dep. is to be calculated on the WDV of the asset which will be calculated As under:

WDV on ¥t Apr. 09 888
(+) Cost of new asset purchased +) 888
Total 8888
) Sales Price of the asset sold () 8838
WDV on 3%t Mar.010 888
Following are the prescribed rates of depreciation on some of the important Assets.
i. Residential Building 5%
iil.  Commercial Building 10%
iii.  Furniture 10%
iv.  Motor Car 15%
v.  Scooter, motorcycle 15%
vi.  Plant & Machinery 15%
vii. - Intangible assets like patent, copyright, know how etc 25%
viii.  Computer 60%
ix.  Professional books :
a) Books annually published 100%
b) Other books 60%

20% additional dep. will be allowed on assets purchased during the previous year. But assets use for
less than 180 days rate of additional depreciation will be 10%

4, Expenditure on scientific research: Every amunt of such expenditure, whether it is capital or
revenue, will be fully allowed. (Sec. 35)

5. Contribution to national laboratory: Weighted deduction of 200% will be allowed. [Sec.
35(2AA)]

6. Patents, copyright, technical know how: Exp. On them exp. On varsointangible assets like

patent, copyright license, trademark, know how etc. will be treated as capital expenditure
hence it all be disallowed if it is written in P & L a/c (Sec. 35 A & 35 AB) Being a capital
expenditure, 25% dep. Will be allowed on it. {lintangible assets acquired after 31/3/98). In
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10.

11.
12.

13.
14.

SRTTTQ 0200

3

0.
P.

case of Patent/ copyright acquired before 1/4/1998 it would be allowed in 14 years equal
installments.
Preliminary Expenses: They are allowable in 5 equal annual installments. It means that every
year, 1/5t will be allowed & 4/5 disallowed. (Sec. 35 D)
Expenditure on prospecting of minerals: Allowable in 10 equal annual installments i.e. every
year 1/10t allowed and 9/10t disallowed. (Sec. 35 E)
Exp. On family planning programs: If some amount is spent blge¢ assessee on family planning
programs of employees, allowed fully capital expenditure is allowed 1/5 portion and revenue
expenditure whether it is capital or revenue expenses will be fully disallowed. [Sec. 36 (i) (ix)]
Payment for rural development piogram: This expense will be allowed fully only when the
payment is made to an approved institution. (Sec. 35 CCA)
Security, transaction Tax
Other deduction (Sec 36) Insurance Premium, Bonus Bad Debts, Commission, Interest on
capital, Contribution to P.F./Gratuity fund
Tea, coffee & rubber Development Account (Sec. 33AB)
Examples of expenditure allowable as a deduction u/s 37 (1)
I.  Expenses relating to salepurchase/ Manufacturing

II.  General expenses for running business.

lll.  ~Remuneration to employees

IV. ' Compensatia/ damages

V. Legal expenses

VI.  Indirect Taxes
VIl. " Expenditure on raising loans
VIIl.  Expenditure on advertisement

IX.  Other expenses are allowed as per business needs
Guest house Expenses, Entertainment expenses, advertisement, travelling etc.
Telephone deposit and instakition changes.
Expenditure on labour welfare
Subscription/ contribution/ fees paid to any institution in the interest of business.
Office expenses, Royalty, Commission, brokerage etc.
Civil defence expenses
Expenditure on training of employees/ apprentices
Rebate or discount allowed to customers
Professional tax levied by state Govt.
Express incurred on the occasion of Diwali Muhurat, Business anniversary/ exhibition, festival etc.
Interest paid for delay payment of sales tax etc.
Fees/ Remuneration to taxconsultant/ Advocate
Expenses related to tax procedure/ registration of trade mark to promote family planning among
the employees.
Some losses are allowed likedestruction of stock due to fire, theft or war, embezzlement by
employee etc. Any other expeses/ losses related to business which is in the revenue nature
Audit fees
Taxes imposed by local authority

Allowable losses: following items of losses are allowable in the head of business or profession.

a)
b)
<)
d)

Lost of cash or stock due to embezzlements by engyees
Lost of cash or stock due to theft or robbery.

Lost of stock due to war or natural calamity

Lost of lapsation of advance
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Deductible expenses on actual payment: Following expenses will be deductible if it is paid before
due date of filing income tax return. These expenses are issued. [Sec. 43 (b)]

a) Govt. dues (Tax/ duty etc.)

b) Bonus, comm. etc. payable to employees

C) Interest on intuitional loan.

d) Contribution to P.F.

Deemed Profits (Sec 41)

It is deemed to be income from business under Income taxcA

Remission of liability/ Recoupment of Loss/ Expenditure

Amount realised on transfer of an asset used for scientific research
Recovery of Bad Debts

Amount withdrawn from special reserve by financial institution
Receipts after discontinuance of business

arwbdE

Methods of Accounting (Sec. 145)

Accounting system adopted by the assessee should be considered while computing income from Business.
Books of account may be maintained either mercantile system or cash system
a. Mercantile System - If an assessee keeps his b&s of account on the basis of mercantile system
then net profit / loss of business will be determined after making necessary adjustments (any
income/ expenditure will be taken in computation which is related to the previous year either it is
paid/ unpaid, received/ receivable)
Income - Income received during the year
Add- Accrued income
Less Unaccrued income
= Net income related to previous year.

Expenditure - paid during the year
Add- Due but outstanding
Less Prepaid/ Advance Expeises
= Net expenditure related to previous year.

b. Cash systemr In this system all revenue receipts will be included in the income which are
received during the year on the other hand all revenue expenses which are paid during the year
will be deducted from gross receipts. In cash system no adjustment in respect of accrued,
unaccrued income/ outstanding, prepaid expenses will be considered.

Ascertainment of taxable income is typical in case of somsusiness activities like retail trade, small
transports and contractors, therefore. Special provisions have been made to assess the taxable income of
such specific business an estimation basis under the Income tax act. These provisions are optional. If the
assessee does not want to assess his income related to specific Business under these Provigiennust
to maintain regular accounts and gets audited them.
I.  Special Provisions for Computing Profits and gains of small business of civil construction,
etc. [Sec. 44AD]
Gross receipts not more than Rs. 1 Crore (Paid/ Payable)
Deemed profit equal to 8% of the gross receipts paid/payable in previous year
Deductions of business head not allowed
Maintenance of books and audit is not compulsory

PoONPE
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~No

In case if the profitis less than 8% provisions of sec. 44AD shall not apply where the assessee
claims and produces evidence to prove this then the Assessing officer shall proceed to make an
Assessment of the total income/loss and determine the sum payable by the assesseselsee has

to keeps and maintains such accounts Books and other documents as required u/s 44 AA &
furnishes a report of such audit as required u/s 44AB.

The Assessee will entitle for deductions u/s 80 c to 80 u against GTI.

If the assessee is a firm the $ary and interest paid to its partners shall be deducted from their
income computed u/s 40 (b)

Special Provisions for Computing Profits and gains of business of plying, hiring or leasing

goods carriages [Sec- 44AE]

In case of an assessee who owns not motean 10 (at any time in the Previous year) goods
Carriages

Estimated profit on heavy goods vehicle or light vehicle shall be an amount equal to Rs. 7,500 (A.Y.
2016-17) for per month or part of a month.

Further deductions are not allowed.

Maintenance of lmoks and audit is hot compulsory.

If assessee shows income lower than a foresaid limit sec. 44AF shall not apply where the assessee
claims and produces evidence to prove this then the assessing officer shall proceed to make an
assessment of the total incore/loss and determine the sum payable by the assessee. Sec 143 (3)
Assessee has to keeps and maintains such accounts Books and other documents as required u/s
44 AA & furnishes a report of such audit as required u/s 44A

If the assessee is a firm the salargnd interest paid to its partners shall be deducted from their
income computed u/s 40 (b)

Expenses deductible from commission earned by insurance agents etc.

Adhoc deduction from commission earned by insurance agents, UTI agents, Mutual funds agents@aut.
securities agents are allowed as under when given 2 conditions are fullfil by assessee

1. If agent who do not maintain detailed accounts for expenses incurred of Agency
2. If gross aggregate commission should be less then Rs. 60000 during previous year.
Commission Adhoc Deduction
1. Agent of LIC of 50% of commission
T &EOO0O UAAOGO AiliiE
1 Renewal commission 15% of renewed commission OR
maximum limit 20000, whichever is less.
f  When first year and renewal commission 3312% earned during the Previous Year
separate figures are not available
M1 Bonus commission No Deduction allowed
2. Commission received by authorized 50% of commission
agents ofunit trust of India
3. Commission received by authorized 50% of commissbn
agents ofGovt. & Post office securities
4. Commission received by authorized 50% of commission

agents ofnotified mutual fund
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UNIT IV

INCOME FROM CAPITAL GAIN

Meaning of capital gains (Sec. 45)

Any profit or gain arising from the sale or transfer of a capital asset is chgeable to tax under the
EAAA O#ADPEOAI ' AET 6oh #ADPEOAI AOOAO T AAT O AT U 11
silver, jewellery, shares, securities etc. Profit/Loss arising from transfer of such assets is compared under
the had of capial gain from Income tax point of view.

Definition of Capital Asset Sec -2 (14) -

Capital asset means property of any kind, whether fixed or circulating, movable or immovable,
tangible or intangible e.g. land, building, plot, gold, silver, precious mesaljewellery, shares, securities,
furniture, machinery etc.

Exceptionz

1. Though Property of any kind held by an assessee whether or not connected with his
AOOET AGOTPOI ZAOGOGET 1T EO ET Al OAAA EI ORA AAZET EOET
Sto in trade

Personal effect Assets (which is personally used by assessee and family member)

Agricultural land in rural area

Gold Bonds

Special Bearer Bonds }Which is issued by Central Government

Gold deposit bonds

ogagkrwnNPE

w

Items included under capital gain s Sec-45
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Profit from transfer of capital Assets Sec. 45 (1)

Insurance Claim Sec. 45 (1A)

Conversion of Capital Assets into stock in trade Sec.45 (2)

Assets transferred to Firm/AOP Sec. 45 (3)

Profit from distribution of capital assets on dissolution Sec. 45(4)

Profit arises from compulsory acquisition of capital Assets. Se45 (5).

Capital Gain on repurchase of units of Mutual Fund Sec. 45 (6)

Types of Capital Gains
1. Short term capital gain
2. Long term capital gain

Short term capital asset
(i) Shares, securities, bonds, units are held by the assessee for not more than 12 months before
transfer.
(ii) Assets on which deprecation has beerllawed under the Income Tax Act, whether depreciable
asset held by the assessee more or less 36 months.
(iii)  Any other asset which is held by the assessee for not more than 36 months, e.g., land, building,
precious metals, jewellery etc.

Long term capital as set
(i) Shares, securities, bonds, units held by the assessee for more than 12 months.
(i) Other assets like building, gold, plot, land, jewellery etc. held by the assessee for more
than36 months.
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Sales consideration X X X

Less; Aggregate amount of the following:

(@ TransferExpenses (Advertisement).

Brokerage, legal exp. etc) XXX
(b) Cost of acquisition of the asset XXX
(© Cost of improvement XXX ((UXXDD

Short term capital gaindss X X X

Full value of consideration
Less : Total of the following X XX
() Transfer expenses XXX
(ii) Indexed cost of acquisition XXX
(i) Indexed cost of improvement XXX (-0 XX
Long term capital gain/loss XXX®d
Formula: -

1. Calculation of Index cost of acquisition

(i) If assets acquired before 01.02001 by the Assessee

Original Cost or fair market value on x Index for the transfer year
Index Cost = 1.42001 (which ever is more)
Cost inflation Index for 2001-02 (100)

(ii) If assets acquired on 01.042001 by the Assessee

Cost of acqusition x Index for the transfer year
Index Cost = Cost Inflation Index for the year in which the assets is acquired by the assess

Note:- If the property is acquired before 1.42001 then index for 2001-02 will be taken as index for the
base year.
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2. Calaulation of Indexed cost of improvement
Formula; -

Cost Inflation index for the year in which th

asset is transferreglear
Cost Inflation Index for the year in which

Improvement to the asset took place.

Cost of Improvementix

Note:- Improvement cost incured before 1.4.2001s not considered. It should be Ignored. Only cost of
improvement will be considered which is related after 31.3.2001

Exemption of Capital Gains
Exemptions are of two types
A. Exemption of capital gains under various sub -clauses of section 10;
1. Capital gain on transfer of units of US 64 exempt [Section 10 (33)]
2. Exemption of longterm capital gain arising from sd&e of shares and units and Securities
Transaction Tax paid [Section 10(38)]
3. Capital gain on compulsory acquision of urban agriculture lan&ec. 10(37)

B. Capital gains exempt from tax z Under section 54 to 54H
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() Residential property converted in new residentid property
(Sec.54) within 3 years or before 1 year or after 2 years

(if) Agricultural land transferred and another agricultural land
purchased within 2 year (Sec. 54B)

(i) Compulsory acquisition of land and building of industrial
undertaking (Sec. 54D)

(iv) Capital gain is invested in notified bonds (Sec. 54EC)
NABARD, Rural Electrification Corporation Bonds,
National Highway Authority of India etc.

(v) Other capital gains invested in residential property
(Sec. 54F)
= Capital gain x Cost of new house
Net consideration
(vi) Shifting of industrial undertaking from urban area to other area
(Sec. 54G) or SEZ (Sec. 54GA)

(vii) Capital gain on transfer of residential house property
(sec.54GB)w.e.f. of AY. 2D4-15 a new exemption is
available to an individual or a HUF in respect of LTCG
gain. If assessee invest net consideration or part in
equity shares before due date of furnishing the return,
in eligible company it least 5 year he shall entitled exemptio as
under_
Invested amt in new equity share

Net consideration *capital gain

Cost of new landor capital gain
(which ever is less)

Cost of new landor capital gain
(which ever isless)

Cost of new land building or
capital gain (which ever is less.)
within 6

Invested amount

months

Proportionate Exemption

Upto the cost of new industrial
assets.

Calculated Amount

Tax on Capital Gains
W

Long-term capital gains aretaxable at special rates for each type of assessee

a. 10% tax on longterm capital gain arising from transfer of securities. bonds, units, debent

b. 20% on other long term capital gains.

concessional rate 15%.
Add : Education cess @ 3% on tax payable.

Important poin ts should be kept in view

Short-term capital gains are taxable at normal rates but Short termapital gain ce transfer of equity
shares or units sold through Stock Exchange and Securities transaction tax paid, it will be taxable at

w Personal dfects (clothing, furniture, utensils, vehicles etc), Rural agricultural land, stock in trade, Gold
Bonds are not covered under definition of "Capital Asset". So, profit or loss arising from the transfer
such assets is not noticeable.

w Depreciable assets Wl be treated as shortterm asset even if such asset held by the assessee for Less
than or more than 36 months.

w Indexed cost will not be allowed for the following longterm assets

a. Securities, Bonds, Units and debentures of company.
b. Listed shares of arindian company sold outside Stock Exchange and the assessee wants to pay tax
@10% for long term capital gain instead of 20%
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c. Nonresident assessee opts taxation u/s 115C to 1151 in respect of foreign exchange assets.

w If the equity shares or units are transérred during the previous year 201415 through Stock Exchange
and Securities Transaction Tax has been paid, long term capital gain shall be exempt and in case of
loss it will be ignored?

w If the transferred asset is acquired before 1.4.2001the cost of aquisition will be?

Original cost of the asset
or
Fair market value on 1.4.200Q
Whichever is more.

Improvement cost incurred before 1.4.20Q should be ignored. It cannot be part of cost of the asset.

Cost of bonus shares, obtairte by the assessee after 38.2001, will be nil, so cost of acquisition of

such shares will be taken Nil at the time of computation of capital gains.

w Cost of bons shares acquired before 1.4.20Dwill be considered. Fair marketvalue of such shares on
1.4.2001 will be cost of acqusition. If the bonus shares are acquired after 31.3.20D the cost of
acquisition will be Nil.

w Where any capital asset was on any previous occasion the subject of negotiations for its transfer, any
advance or other money received and retained by the assessin respect of such negotiations shall be
deducted from the cost for which the asset was acquired or the written down value or the fair market
value, as the case may be, in computing the cost of acquisition.

w During the previous yearthe assessee has trasferred both type of capital assets, i.e. long term and
short term and capital loss arise therp
a. Short term Capital Loss can be adjusted against any capital gain either Short term or Long term or

both.
b. Long term Capital Loss can be adjusted against orllyng term Capital Gains. Short term Capital
Gain cannot used to set off for Long term Capital Loss.

w Sales consideration of Land or building is lower than value assessed for Stamp Duty purpose, then
consideration will be taken as per Stamp Duty purpose stead of actual consideration.

w If the assessee acquired the asset under will or gift or any other way without consideration the cost of
previous owner will be cost of acquisition from the point of view of capital gains. Period of holding of
such property will be determined from the date of property acquired by the previous owner not the
date of gift.

w Though the period of holding is determined on the basis of the date of acquiring the property by the
previous owner but when we calculate the indexed cost dhe asset then index will be taken for the
year in which the assessee became the owner of the said property.

€€

Calculation of cost of Original Shares & Bonus Shares
Bonus shares means shares allotted by a company to its existing share holders without @oysideration.
An assessee holds shares of a company and thereafter the company allotted him bonus shares on the basis
of holding.
1. If original shares acquired before 1 April, 2001
The cost of actualisation will be taken
Actual Cost of original share
or
market value on 1.42001, whichever higher is cost
2. _If the original shares acquired after 1 April, 2001
Cost of actualisation will be actual cost

3. If the bonus shares acquired before 1st April, 2001
Cost of Bonus Shareg Market value on 1 Aoril, 2001
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4. If the Bonus shares acquired after 1 April., 2001
cost of Bonus Shareg Nil

DEDUCTIONS FROM GR@GSTOTAL INCOME

(1) 80 C Deduction in respect of investment in LIP provided funds., NSC etc.: - This deduction is
provided to individual and HUF assessemaximum upto Rs. 1.5 Lacon their investments following
items will be entitled for the deductions under this section:

) LIP of spouse and children [upto 20% of sum assured]

(i) Employees contribution in statutory PF.(SPF)

(ii)  Employees contribution in Recognized PF (RPF)

(iv) Deposit in Public provided fund.(PPF)

(V) Exempted contribution Super annulations fund.(SAF)

(viij .3#80 AT A AAAOOGAA ET OAOAOO 10 EOS8

(vi)y #1171 OOEAGOEIT Oi O5,)06 | &£ 54)

(viii)  Amount deposited in Public sector finance companies or housingBrd.

(ix) Payment of principle value of housing loan.

(x) Investment in shares or debentures of infrastructure companies.

(xi)  Amount deposited in National Housing Bank.

(xii)  Education expenses paid for children.

(xiii)  Amount deposited in fixed deposit for a period of 5 years anore in a scheduled bank.

(xiv)  Contribution to employees insurance scheme of central government by an employee of
central government.

(xv)  Investment in Notified Bonds of NABARD

(xvi)  Senior Citizen saving Scheme

Deduction: -

Gross qualifying amount ( Aggregate

amount of above mentioned items)

Whichever is less (shall be
deducted from G.T.l.)
OR

If assessee is also entitled for the deduction of 80CCC

AT A yn##$h OEAT h EAG1I 1 CAO A | Agei Oi AAAOGAOQEII
of Rs. 1.5 lac in all these 3 deduction]

(2) 80 CCC Deduction in respect of contribution to pension fund set up by LIC or any other insurer:
Onlyindividual assessee is entitled for this deduction upto Rs. 1 Lac.

(3) 80 CCD Deduction in respect of contribution on to pension scheme of central government: - If a
person individual is appointed as an employee of Central government orstlJan 04 or therethe
amount of gross salary for pension scheme and the same amount will be contributed by the central
government also.Amount contributed by central government will be taxable under the head of salary
but from the gross total income deduction will be alloved equal to the amount contributed by
employer & employee u/s 80 CCD.
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(4) Deduction in respect of investment made under any equity saving scheme (Sec. 80 CCG)
Amount of deduction z

The amount of deduction under section 80 CCG shall be z

a. 50% of amount inveskd in equity share
Or
b. Maximum Rs. 25,000 which ever is less.
(5) 80 D Deduction in respect of medical insurance premium: - This deduction is allowed upto Rs.
25,000 for premium paid byindividual and HUF assesses but if premium is paid for a person aged
60 years and above, an additional deduction of Rs. 5000 will be allowed, it means that maximum
deduction will be Rs. 30,000.
(6) 80 DD Deduction is respect of expense of deposit for maintenance of handicapped dependent: -
Under this section individual & HUF assesseswill be entitled for a standard Deduction Rs. 75,000.
In case of server disability, [More than 80%] S.D. will be Rs. 125,000.

(7) 80 DDB Deduction in respect of medical treatment of specified diseases: - This deduction will be
allowed to individual & HUF ass essesupto Rs. 40,000 (In case of persons aged 60 years or above, Rs.
60,000)

(8) 80 _E Deduction in respect of payment of interest of higher education loan for individual -
Actual amount of interest is deductible.

(9) 80 G Deduction in respect of donation given to recognized charitable institutions and funds: -
This deduction is allowed toassesses to all categoriesfor such donation given by them to charitable
institution funds situated in India which are given in monetary form only.

This deduction can be divided into 4 categories:

(a) Without Limit 100%
) P.M. National relief fund
(i) Armenia earth quake relief fund
(iii)  Africa Fund
(iv) National foundation for communal harmony.
(V) Recognized education institutions and universities
(vi) ~ Maharashtra C.M eahquake relief fund.
(vii)  Andhra Pradesh CM cyclone relief fund.
(viii) C.M. or governor relief fund.
(ix) District literacy committee
(x) National Sports Fund or National Cultural Fund
(xi) National Trust for Welfare of Persons with Autism, Cerebralpalsy, mental retardation
and multiple disabilities.
(xiif)  Clean Ganga Fund
(xiii) Swaccha Bharat Kosh
(xiv)  National Fund for control of Durg abuse
(xv)  National defiance fund
(xvi) National Blood Transfusion Council And State Council For Blood Transfusion
(xvii) - Fund Setup By State Government For The Medical Relief Ttwe Poor
(xviii) Central Welfare Fund of Army and Air Force and the Indian Naval Benevolent Fund
(xix) National lliness assistance fund
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(b) Without limit 50%
(i) Jawaharlal Nehru Memorial Fund
(i) P.M. Draught Relief fund
(iii) Indira Gandhi Memorial fund
(iv) Rajeev Gandhi foundation.

(¢) Under Limit 100% [100% of Qualifying Amount]
(i) Donation to central or state government for family planning programs

(d) Under Limit 50% [50% of Qualifying Amount]
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(i) Donation to Approved charitable institutions (Educational, medical, social institutions
etc.).

(i) Donation to any notified Temple, Mosque, Gurudwara, Church or other place for
renovation or repair.

(iii) Donation by a company to the Indian Olympic association or any other notified games
and sports institution.

(iv) Donation to an authority for the purpose of housig accommodation or planning
development of towns & villages.

(v) Donation to any corporation for promoting interest of minority community.

(vi) Donation to Government or any local authority for charitable purpose.

Here, the terms under limit means the Qualifying amount (Q.A.) which will be calculated as
under : -

Q.A.C :
10% of adjusted grosstotal

income (Qualifying amount
(Qualitying ) Whichever is lesss eligible for

or deduction @100% or 50%

Adjusted gross total income = GT¢ LTCG- deduction u/s 80c to 80u (except Sec. 80G)

(10) 80 GG Deduction in respect of rent paid for house: - This deduction is provided to such
individual assesses who are living in a rental house and who are not getting accommodation
facility/House rent allowance from their employer. Deduction is calculated as :

)] 25%o0f adjusted Gross total income
(i) Rent paidz 10% of adjusted total Gross
U Whichever is Issis
Or

eligible for deduction

(iii ) Rs. 2000 P.M.

(10) 80 GGA Deduction in respect of donation to Scientific research: - Every person who has no
income from business is entitled for 100% this type of donation.
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(11) 80 GGB/80 GGC Deduction in respect of donation to political parties:
are entitled under Sec.

- Company assessee

80 GGB and other assessegsu80 GGC for deduction in respect of donations given to Political
party amount of donation isdeductible

(12) 80 IA Deduction in respect of profits of industrial undertakings engaged in infra Z
structure industry: - As such this deduction is allowedor all the assesses but here we are going to
discuss the provisions regarding assessee other than company assessee.

(i) Telecommunication Services-:1stfive years - 100%
Next five years - 30%
(i) Industrial Park :- Consecutive ay 10 years out of first 15 years- 100%
(iii)  Power undertakings engaged in generation and distribution consecutive
any 10 years out of first 15 years - 100%
(iv)  Undertakings engaged in infra structure development - 100%

for 10 consecutive years out of fst 15 years

(13) 80 IB :- Deduction in respect of profits of newly established industry, hotels etc.:

Table: Eligible undertakings and Rates of deduction under section &1B

Undertaking

Period in which
production
started or starts

Company (Rate and
period of deduction
on profits)

Other assessee
(Rate and period
of deduction on
profits)

transportation of food
grains

1. Industrial undertaking in | 1.4.93to First 5 years First 5 years

J & K state 31.3.12 100% next 5 years | 100% next 5 years
30% 25%

2. Scientific research and| 1.4.2000 to First 10 years 100% | N.A.
development company 31.3.2007

3. Production or refining of | 1.4.1997 100% for 7 years 100% for 7 years
mineral ol or onwards

4. Integrated business of| on or after | 5 years - 100% next 5 | first 5 years 100%
handling, storage and| 1.4.2001 years 30% next 5 years 25%

5. Agro processing industry

From the 1.4.2009

and onword
2005-06 and
onwards

First 5 years 100%
next 5 years 30%

First 5 years 100%
next 5 years 25%

6. Hospital located
anywhere except metro
cities

1.4.08 to 31.3.13

First 5 years 100%

First 5 years 100%

Attention Please - Deduction for profits of undertakings covered u/s 801A and 801B set up or
started before 1.4.B is not allowable for the assessment year 219, because period of
deduction (10 years) is expired before 1.4.201.
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(14) 80 1C Deduction in respect of undertakings established

in H.P., Sikkim, uttarakhand, and North eastern state: upto first 10 years 100%

(15) 80 1D Deduction in case of hotel & convention centerin  NCR

100% of its profits for a period of five consecutive assessment years.

(16) 80 IE Deduction in respect of certain undertakings in North _-Eastern States

If the required conditions are satisfied 100% of profit from the aforesaid business/services shia
be deductible for 10 years beginning with the assessment year relevant to the previous year.

(17) 80JJA Deduction in respect of profit and gains from business of collecting and processing
of bio -degradable waste z 80JJA

A deduction shall be alloved of an amount equal to the whole of such profits and gains. This
deduction shall be allowed a period of five consecutive assessment years.

(18) 80 JJAA Deduction in respect of employment of new regular workmen

A deduction shall be allowed of an amaut equal to 30% of additional wages paid to the new
regular workman employed by the assessee.

(19) 80P Deduction in respect of income of cooperative societies

1) Whole Deduction for the following casesz Co-operative society engaged in banking,
agriculture product, agriculture implements, processing without the aid of power, fishing
or allied activities, milk, oil, seeds, fruits, vegetables, warehouse, godown for storage and
housing society.

2) Restricted Deductionz A restricted deduction shall be dowed if a cooperative society
engaged in activities other than aforesaid activities, so much of its profits and gains
attributable to such activities as does not exceed

a) Where such ceoperative society is a consumers coperative society, 1,00,000-
OR

b) In any other cases, 50,000/
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(20) 80 QQB Deduction in respect of royalty income of authors :-
Max Rs. 3,00,000.0r actual royalty income (whichever is lower)

(21) 80 RRB Deduction in respect of royalty income on patents : -

Max Rs. 3,00,00.0r actual royalty income (whichever is lower)

(22) 80 TTA Deduction in respect of Interest on Saving Bank A/c deposit: -

Bank, post office, and co@perative society savings bank account interest shall be deductible up to
Rs. 10,000. In case of post off¢ savings bank interest firstly Rs. 3,500 shall be exempt and excess
interest will be included under other source income.

(23) 80 U: - Deduction in case of a person with disability :z

Fixed Deduction of Rs. 75,000. (if disability up to 80%)

Higher Deduction of Rs 1,25,000. (if disability over 80%)

Assessment of Hindwndivided Family (H.U.F.)
Computation of Total Income of HUF

Assessment Year 203-20

1) Income from House Property
A) Self occupied House :
Gross Annual Value Nil

(-) Interest on loan[30,000/2 ,00,000] (=) ==mmmmm | -

Income from If Occ. House (Loss) | =—-——-mem | —ommmee-

B) Let out House-

Gross Annual Value | dmeeeeee

(-) Municipal Taxes [ J—
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Net Annual Value | e
(-) Deductions u/s 24

(i) Standard deduction (30% of NAV)----------

(ii) Interest on Loan -

Income form Let out House| -------—-- ||

Income from House property (Taxable) | |-
2) Income from Business
Net profitasperP&LAC | | e
(+) Items disallowed D) E—
Total | | e
(-) Items allowed but not debited in P & L Alc
Balance| = = | @ —emememee-
(-) Income not taxable under loisiness head (-) -—-------
Income from Business (Taxable —
3) Income from Capital Gains: -
A) Shortz Term | e
Sale Consideration
(-) Selling Expenses ~ -----eee-
Cost of Acquisition ~ ----m-me--

Cost of Improvement ~ —---—--—-- r u W

S.T.CG

B) Long Term
Sales Consideraton | ememeeeee-
(-) Selling Expenses ~ ------e--

Indexed Acq. Cost  ~ -memmeeee-

45, Anurag Nagar, Behind Press Complex, Indore (M.P.) Ph.: 4262100, www.rccmindore.com
34



I'enaissanc@

college of commerce & management

B.Com. Il Year (Tax) Subject- Tax Planning and Management

Indexed Imp. Cost ~ ---mmme [ P —

LT.C.G. e

Income from Capital Gains (Taxable) | | ===

4) Income from other sources: -
() Dividend [Exempted u/s 10(34)]
(i) Interest on Government Securites | | —mmemeeee-
j EEEQ $EOAAOQI 060 EAA| | s
[If appointed due to holding of HUF] | | =-memeee-
(iv) Lottery [If ti cket is purchased in the
nameof HUF] | | e
Income from O.S. (Taxable)
Gross Total Income |\

Less:

Deduction u/s 80 C
Deductionu/s80D | | e
Deductionu/s80ODD | | e
Deductionu/s8oDDB | | e
Deductionu/s80G | | s
Deductionu/s80GGC | | e
Deductionu/s80QQoB [ | e

Deductionu/s8OU | e

Total Income

Tax rates for individual
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(A) Tax @20% on LTCG 888888
(B) Tax @30% o casual Income 888888
(C) Tax on other incomes

First 2,50,000 NIL

On NextRs. 2,9,000 (2,50,001-5,00000) 50 8888888

On Next Rs. 5,00,000 (5,00,00810,00,000) 200 8888888

Above Rs 10,00,000 30% 8888888

Senior Citizen (60 years or more but less than 80 years)

First 3,00,000 NIL
On Next Rs2,00,000 (3,00,001-5,00,000) 5%
On Next Rs. 5,00,000 (5,00,0010,00,000) 20%
Above Rs 10,00,000 30%
Super Senior Citizen (80 years or more)
First 5,00,000 NIL
5,00,001-10,00,000) 20%
Above Rs 10,00,000 30%
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ASSESMENT OF FIRM : PROCEDURE FOR COMPUTING TAXABLE INCOME

The following procedure should be adopted whe computing Total Income of a partnership firmfirst we

should calculated taxable income from business.

|. Statement of taxable Income from business of firm

Net profit or loss as per P & L A/lc
Add-Disallowed items debited to
P & L Account
0 Disallowed items under the head business or
profession i.e. donation, income tax, reserves
penalties, partnership deed expenses, politicg
advertisement, expenses related to other heads
capital expenditure etc. (For detail see the chapte
No. 8profits and gains from business of
profession)
8888

8888

(i) Interested paid to partners on their capital and
loan more than 12% per annum (excess amoun
will be disallowed) 888888

(ii)  Speculation business loss of firm 88888

(iv) Remuneration (salary, bonus, commission etc.
paid to partners 88888
[separately deducted bellow u/s 40 (b)]

Less- allowed expenses not recorded or lesser
recorded in the P & L A/c, i.e. depreciation etc.

Less- Other income not related to busiess or
profession-Rent received, interest on deposits,
dividend, capital gains etc.

Book-Profit
Less- Remuneration (salary, bonus, commission etc.)
to partners under the item of partnership
deed u/s 40 (b)

(@) Actual amount debited in the P & L account 888888
or
(b) Amount permissible u/s 40 (b) on book profit Or
(please see the calculation table given ahead)

Whichever is less, i.e. (a) or (b)
888888

& E O dxable thcome from business or profession

(-q 88¢

-q 888

88888

-qQ 888

88888

(qQ 88
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Chart : Computation of Total Income of Partnershi

Assessment year 2019-20

p Firm

Income from house property owned by firm
(a) Let out properties :

Annual Rental Value

Less- Municipal Tax paid

Annual value

Less- Deductions:

(a) Standard Deduction 30% of AV

(b) Interest on loan for property

88888

8888

Income from Business or profession
As per calculated in prior statement

888888

88888

Capital Gains of firm
(&) Short term capital gains
(b) Long term capitals gairs

Income from other sources
Interest, royalty etc. earned by the firm

Gross Total Income of the firm
Less- Deduction allowed to firm
) Donation (80G)z 100% or 50% as per eligibility
(i) Contribution to political party (80 GGC) 100%
New undertakings profit (80-IA) and 80-1B- as

88888

888888

Subject- Tax Planning and Management

(iii)
per conditions.
Total Income of Firm

88888

Importance point should be kept in view

1. If there is no provision in partnership deed for interest or remuneration to partners,the full
amount of interest to partners and remuneration to partners will be disallowed.

2. Ifinterest is given under the term of deed than it will be allowed up to 12%, in case of higher rate,
excess amount will be disallowed and added to net profit.

3. Entire amount or Remuneration given to partners firstly disallowed and added to Net profit to
determine the amount of Book Profit .Thereafter the remuneration will be deducted separately. It

will be calculated in the following manner

(a) Actual amount of remunerat ion Accounting to partnership deed mentioned in P & L.

or
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(b) Amount calculated as per sec : 40 (b) from the following table :

Book Profit Remuneration allowable

On first Rs. 3,00,000 of book profit, or in cas|{ Rs. 1,50,00 or 90% of book profits
of loss Whichever is higher

On the balance 60% of bookprofits

Whichever (a or b) is less, will be deductible from book profit. After deduction of
remuneration we will get taxable income of firm from business.
Attention Please z If actual amount of emuneration is not more than Rs. 1,50,000, No need
to calculation, entire amount will be allowed.
Tax payable by the Firm (A.Y.201 9-20)
30% entire total income (except long term capital gains)
20% of longterm capital gains
a Surcharge : (i) If firms total i ncome upto Rs. 1 crore Nil
(i) If firms total income is exceeding Rs. 1 crore 10% on tax
calculated on total income.
Add- 3% Education cess on total tax computed

ASFSSMENT OF COMPANIES

—_
o

EO A E)'|'E)c”>‘|~Ac‘> £l Ol '|';§
Ao PAEA AU Al i PATEAO A

Definition of Company (As per Income Tax Act)
U/s 2(17) of Income Tax Act, Compay meansz

(i) Any Indian company or,

(i) Anybody corporate incorporated by or under the laws of a country outsidéndia or,

(iii) Any institution, association or body which was assessed as a company.

(iv) Any institution, association or body whether incorporated or not andwhether India/Non -Indian,
which is declared by a general/special order of CBDT to be a company.

Types of Company

Domestic company (An Indian CoAny other Company of India)

Indian company [Sec. 2(26)] A company registered under companies Act 1956.

Foreign Companyz Which is not domestic company.

Investment Company- A company whose gross total income consists mainly of income which is
chargeable under the head of income from House Property, Capital GailO&er Sources.

Industrial Company [Sec. 2(8)(C)f the finance Act 1985] A company engaged in the Generation
Business/Electricity Distribution/ Power/Construction of ships/manufacturing or processing of
goods or in mining.

Widely-held company A company in which the public are substantially interest. [&. 2(18)}-
Closelyheld company A company in which the public are not substantially interest.

o AMdhE

N o
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Residence of a company 7

1. Resident Company z A Company is said to be a resident in India during the relevant
previous year if
a) Itis an Indian company or

b) If it is not an Indian company then, the control and the management of its affairs is situated
wholly in India.

2. Non-Resident Company- The company is said to be non resident in India if it is not an Indian
company and some part of the control and manageent of its affairs is situated outside India.

Minimum alternate tax. [Sec - 115 JB]- (MAT) -

Sec.- 115 JB has been inserted from the assessment year. It provides that in case tax liability of a
company (may be Indian Company/Foreign Company) is leghan 10% (Plus surcharge & education
AAROGOQq 1T £# OEA ATTE POi ZEO8 OEAT OOGAE AITE bOI £EO
to tax at the rate of 10% on Book Profit (Plus Surcharge & education cess) [Net Profit as per profit and
loss acount (after some Adjustments) is book profit].

Special Provisions relating to tax on distributed profit by the way of divided of domestic companies [Sec.
115.(0)] -

1. Tax Rate on Dividend Paid - Such additional income tax shall be payable @ 15% plus surche @
10% plus 3% education cessq0.35765% on Declared/Distributed/ paid amount of dividend) even
EA£ 11T ETATI A OAg EO PAUAAT A Au OOGAE AliI PATU Al

2. Time limit for deposit of Additional Tax - Such additional tax will have to be paid by therincipal
officer within 14 days from the date of declaration/Distribution/payment of dividend. (which ever
is earliest).

3. Tax on distributed profits not allowed as deduction - The company/Shareholder shall not be
allowed any deduction on Additional tax.

4. Interest payable for non -payment of tax by the domestic companies (Section -115 P) - Where
the principal officer of a company fail to pay additional tax (whole/any part) with in time limit, he
shall be liable to pay interest @ 1% per month on unpaid Tax.

5. Exemption of Dividend in the hands of shareholders (Sec. 10 (34)) - Whole amount which is
payable by company shall be exempted for shareholders.

6. Penalty [U/s -271(C)] - If any person fails to pay Addition Tax (whole/any part), then such person
liable to pay penalty, A sum of penalty equal to the amount of tax. Penalty is not applicable, If the
assessee prove that there was reasonable cause for failure.

7. Prosecution [u/s -276(8)] - If a person fails to pay to the credit of Central Govt. (Tax Payable). He
shal be punishable with rigorous imprisonment, which is not less than 3 month and may be extend
to 7 years with fine, No person will be punishable if he proves that there was a reasonable cause for
the default/failure.

Special Provisions relating to tax on distributed income to unit holders [Sec -115(R) to 115 (T)] -
Any amount of income distributed by a specified company/ a mutual fund during the previous year to its
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unit holders shall be chargeable to Additional Tax @ 12.5% plus surcharge @ 10% plus 3% eatiom
cess. If his distribution made by any person other than individual or HUF then additional tax chargeable
@ 20% plus surcharge@10%.

Exemption of income in the hands of unit holders [Sec -10 (35)] -

(a) Income received in respect of the units of mutualihd specified under clause (23D) or
(b) Income received in respect of units from the Administrator of the specified undertaking or
(c) Income received in respect of units from the specified company.

Deduction in respect of profits and gains from industrial und  ertakings engaged in infrastructure
development z Sec.801A
Deduction for newly established industrial undertaking is divided in four sections, namely;
(1) Undertakings engaged in infrastructure development z Undertaking established after
31.3.1995 @ 100% of pofit for 10years.
(2) Industrial Park z Established between 1.4.1997 to 31.3.2011 @ 100% of profit for 10 years.
(3) Power undertakings z Established between 1.4.93 to 31.3.2014 100% of profit for 10
years.

4. Cross country Natural Gas Distribution Network
100% deduction for profit from such activities for 10 year if undertaking starts such activities on
or after 1st April 2007.

5. Deduction in respect of profits and gains from certain Industrial undertakings -Sec.80IB
Where the gross total income of an assessee inclusl@ny profits and gains derived from any
business (List given ahead) shall be allowed in computing the total income of the assessee, a
deduction from such profits and gains of an amount equal to such percentage and for such
number of assessment year as disissed ahead.
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Table : Eligible undertakings and Rates of deduction under section 80 -IB

UNDERTAKING PERIOD WHICH| COMPANY (Rate and
PRODUCTION period of deduction on
STARTED OR| profits)
STARTS

1. Industrial undertaking in J & K

1.4.931t01.3.12

First five years 100%
Next five years30%

2. Scientific research and
development company

1.4.2000 to 31.3.2007

First five years 100%

oil

3. Production or refining of mineral

1.4.1997 0r31.3.2017

100% for 7 years

4. Housing project

1.10.98 to 31.307

100% of profit

5. Integrated business of handling,
Storage and transportation of
food grains.

On or after 1.4.01

Syearsz 100%, next
Syears 30%

6. Hospital in
minimum 100 beds)

rural area (capacity

1.10.2004
31.10.2008

to

5 years 100% of pofit

7. Agro processing industry

From the A.Y1.42009

5 years 100% next 5 years

or later 30%
CHART-COMPUTATION OF TAXABLE INCOME OF A COMPANY
(a) Income from business P. & L. account is given.
Step I.
Net Profit as per P & L account 88888888
Step |I.
Add z Disallowed expenses included directly or
indirectly in debit side of P & L account
1. Any type of donation, charity, gift etc. which
is not related to business 88888888
2. Personal gift, present help 88888888
3. Income Tax, Wealth Tax and otlredirect | 8 88 8 8 8 8 8
Taxes
4. Provision for taxation 8888888
5. Penalty, fine 88888838
6. Interest on own capital 88888888
7. Any type of reserve or provision e.g.
Reserve for depreciation, Bad debts reserv
etc. 8888888
8. Direction personal or family tour expenses
8888888
9. Directors personal expenses, domesti
expenses, drawings, expenses on relatives
the directors 888888
10. Excess payment to directors or their
relatives 8888888
11. Any type of capital expenditure or capital
loss 8888888
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12.

Speculation Loss

8888888

13.

Subscription or advertisement to political
party

8888888

14.

Purchase or acquiring cost of patent
copyright technical know-how is disallowed
being capital expenditure, but 25%
depreciation will be allowed searately.

8888888

15.

Preliminary expenses are allowed in 5
installments so 4/5 portion will be
disallowed if whole amount is debited to P &
L account.

888888

16.

Voluntarily payment to employee or his
relatives.

17.

Excess depreciation

888888
888888

18.

Municipal Tax, repairs, insurance etc

relating to let out property.

88888888

19.

Cash payment more then Rs. 20,000 for ar
business expenditure in a day. 100% suc
payment will be disallowed.

88888888

20.

Any other item which is not relaed to
business.

888888838

21.

Any income which is related to business bu
not credited to P & L account

888888

Step Il
Deduct such expenses or losses which
Are related to business but not
recorded or lesser amount debited
to P & L account.

Allowed depreciation

8888888

Allowed bad debts

Due bonus to employees

HlwinE

Banking cash transaction tax in not debiteg
toP &L Alc

888888

j Cq8s8s8sss

Step IV.
Deduct such incomes and receipts
which are not related to business or
profession -

Less 1. Rent from property

88888888

2. interest and dividend from

Investments in other Companies 8888888

3. capital receipts 8888888

4. caoital gains 8888888
5. any other income 888888 (-Q888888
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Taxable income from business or
profession 888888888

Chart- Computation of Total Income of Company
Assessment year 2019-20

I. Income from house property held by Company
(a) Let out properties -

Annual Rental Value 888888
Less- Municipal Tax paid ((Q 88888
Annual value 888888
Less-Deductions
(a) standard Deduction 30% of AV (-8 88888
(b) Interest on loan for property (-8 88888 888888

Il. Income from Business or profession
As per computed in prior statement 888888 8888888

lll. Capital Gains of firm
(a) Short term capital gains
(b) Long term capital gains

IV. Income from other sources
Interest, royalty etc. earned by the company
Divided from other domestic company is

Exempted
But dividend from foreign company is taxable 8888888
Gross Total Income of the firm 88888884

Less- Deductions allowed to firm

) Donation (80G)z 100% or 50% as
Per eligibility

(ii) Contribution to political party (80GGB) 100%

(i)  New undertakings (Intra structure, power, telecom
etc.)
profit (80 -1A)- 100% of profit

(iv)  Industrial in backward states (100% for first 5 yeas
and 30% for next 5 years)

(v) Deduction under Sec. 80IB for other undertakings a
per provisions.
Total Income of Firm

888888

Tax Rates'for the Qome~stic ’compaAnie‘s for’the AY.AZ(’)l‘ 9-2Q o
MD4AD 11 AT T PATUBO O1 OAI ET AT I A
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A. If turnover more then 250 Crore 30%
B. If turnover upto 250 Crore 25%
24Ad 11 Al [ -@dicaplatyaitsi T C  20%
(3) Long term capital gain on securities 10%

(if basis of index cost not taken)
(4) Tax on shortterm capital gains shares

Sold through stock exchange and Serities 15%
Transaction tax paid paid (Sec. 111A)
(5) Lottery, Horse race 30%
88888
Add: Surcharge 8888
(i) )y £/ OEA Al i PATUGO Oi OAI ETATIT A EO
i) )&£ OEA Al i PATUSO OI 6AT ETAITT A EO
Rs. 1 crore but up to 10 crore 7%
(iii)  If total income is more than 10 crore. 2%
Add :Educationcess@k 1 1 OA@ DPAUAAI A
4A@ OAUAAT A 11 41 0A1 HTAITITA

Add: divided tax on distributed or declared amount @20.555294p 88888
Total 4 A@ OAUAAI KA

Add : advance tax paid and Tax deducted at sources - ( 8888

88888

o~

Subject- Tax Planning and Management

8888

8888

= Tax payable by the company
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UNIT-V

Meaning of Tax:----

A tax is a mandatory financial charge or some other type of levy imposed upon a taxpayer by a
governmental organization in order to fund various public expnditures. A failure to pay, or evasion of or
resistance to taxation, is punishable by law.

Tax management: ---

Every assessee liable to pay tax needs to manage his/her taxes. Tax management relates to management
of finances for payment of tax, assessinge advance tax liability to pay tax in time. Tax management has
nothing to do with planning to save tax it is just related with operational aspect of payment of tax i.e.
while managing his taxes a person ensures that he/she is making timely payment of éaxwithout

running out of the money and he is complying with all the provisions of the law.

Tax management means, the management of finances, for the purpose of paying tax.

~The objective of Tax Management is to comply with the provisions of Income Taaw and its allied
rules

~Tax Management deals with filing of Return in time, getting the accounts audited, deducting tax at
source etc.

~Tax Management relates to Past ,. Present, Future.

Pastz Assessment Proceedings, Appeals, Revisions etc.

Presentz Filing of Return, payment of advance tax etc.

Future z To take corrective action

~Tax Management helps in avoiding payment of interest, penalty, prosecution .
~Tax Management is essential for every assessee.

Elements of Tax Management

0 Reduce adjusted gross income

0 Increase the amount of tax deductions

0 Appropriate use of tax credts

0 Tax Planning for Retirement Plans
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Tax Planning Tax Management
[The objective of Tax Management is to comg
with the provisions of Income Tax Law and if
allied rules.

Tax Management deals with filing of Return
time, getting the accounts audited, deducting t4

(i) The Objective of Tax Planning is
minimize the tax liability

(i) Tax Planning also includes Té

Management
at source etc.
Tax Management relates to Past ,. Presg
Future.
Past 7z Assessment Proceedings, Appes
(i) Tax Planning relates to future.  |Revisions etd
Present z Filing of Return, payment of advang
tax etc

Future z To take corrective action

(iv) Tax Planning helps in minimizing : -

o . Tax Management helps in avoidingpayment of
Tax Liability in Short-Term and in Long. .
Term interest, penalty, prosecution éc.

(v) Tax Planning is optional. Tax Management is essential for every assesse

ADVANCE PAYMENT OF TAX
MEANING:00 AU AO Ui O AAOT 6 OAEAI A i AAT O OEAO AOOAOGOA
earning of his income. This tax is paidonth AOOOAT & UAA = 1 I = OE
AAOAT AA AT A EO EO AAI T AA O! AOGAIT

PROVISION OF ADVANCE PAYMENT OF TAX

1. Liability for payment of advance (Section 207): Advance tax shall be payable during any financial
year in respect of the total income of the assessee which would be chargeable to tax for the assessment
UAAO Ei T AAEAOGAT U Ei 111 xETC OEAO £ET AT AEAT UAAOh

2. Conditions of liability to pay advance tax (Section 208): Advance tax shall be payable during the
financial year in every case where the amount of such tax payable by the assessee during that year is Rs.
10,000 or more.

3. Computation and payment of advance tax by the assessee (Sec.209):

The amountof Advancet A@ xEi 1 AA Al i pOOAA 11 AOOOAT O UAAOBO
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COMPUTATION OF TOTAL INCOME
ASSESSMENT YEAR 20189 (FINANCIAL YEAR 201819)

Income fromSalary | e
Income from House Property | e
Income from Business/ Profession | cmeemeeeeeeeees
Income from Capital Gain | s
Income from Other urces | e
Gross Total Income |
Less:Deductionu/s 80 (C)to80(U) | e

Total Income |

Note: - For the current financial year(2018-19) agricultural income in India shall be considered at the
time of tax computation. If such income is more than Rs. 5000 and Total Income of the assessee is more
than exempted limit.
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COMPUTATION OF TAX LIABILITY

(a) 20% Tax on Long term CapitaGain
(b) 30% Tax on Income from Lottery Ticket, Horse Race
(c) Tax Slab applicable on Remaining Income
() Inthe case of an individual or HUF or AOP or BOI: -

On Rs. 2,50,000 | Ni XXXX

Next on Rs. 2,50,000 @ 5% XXXX

Next on Rs. 5,00,000 @ 20% XXXX

Next - Balance @ 30% XXXX
(ii) Individual - Senior citizen whose age above 60 year during P.Y.

On Rs. 3,00,000 Nil XXXX

Next on Rs. 2,00,000 @ 5% XXXX

Next on Rs. 5,00,000 @ 20% XXXX

Next - Balance @ 30% XXXX
(i) Individual super Senior citizen whose age above 80 year during P.Y.

On Rs. 5,00,000 Nil XXXX

Next on Rs. 5,00,000 @ 20% XXXX

Next - Balance @ 30% XXXX

Add: 3% Education cess

Less: Tax Deducted at Sources

Gross Tax Liability

XXXX
XXXX
XXXX

XXXX

XXXX

XXXX

XXXX

Net Tax Liability

XXXX
XXXX

XXXX

4. Computation by Assessing Officer(Sec. 210) : The Assessing Officer will take the total income of the
latest assessed previous year or the total income returned by the assessee for any subsequentipres
year, whichever is higher. On such income, income tax will be calculated at the rates in force in the F.Y.

5. Due dates for payment of advance tax: (Sec. 211)

For all typeof assessees - The installments are indicated below:

Due date of installme nts Amount payable

On or before

(1) 15th June Not less than 15% of such advance tax.

(2) 15th September Not less than 45% of such advance tax, as reduced by the amoun|

any, paid in the earlier instalments.

(3) 15th December Not less than 75% of such advance tax, as reduced by the amounf

any, paid in the earlier instalments.
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(4) 15th March The whole amount of such advance tax as reduced by the amount
amount or amounts, if any, paid in the earlier instalments o
instalments.

6. Payment of Advance tax in case of capital gains/Casual income 7

Generally it is unexpected income. So, If any such income arises after the due date of any instalment then
the entire amount of tax payable (After TDS) on such capital gain/casual income should berpaiith the
remaining instalments of advance tax.

7. Increases or Reduce the amount of Advance tax z

If the amount of advance tax is changes at the end of the year than assessee should be adjust the tax
amount with the remaining instalments of Advance tax

8. Interest for defaults in payment of advance tax - Sec. 234 B:An assessee who is liable to pay
advance tax has failed to pay such tax, or where the advance tax paid u/s 210 is less than 90% of the
assessed tax, he shall be liable to pay simple intste@ 1% for every month or part of a month.

9. Interest for deferment of advance tax - (Sec. 234C):

If an assessee has not paid advance tax or under estimated instalments of advance tad, interest is to be
computed on the following basis

In case of aon-corporate-assessee, interest under section 234 C is payable as follews

(a) If advance tax paid upto 15th Sept. is less than 30%Simple interest @ 1% on difference
amount (30% of total tax- tax deposited) for 3 months.

(b) If advance tax paid upto 15th De. is less than 60% Simple interest @1% on difference
amount (60% of total tax & tax deposited) for 3 months.
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PERMANENT ACCOUNT NUMBER (PAN) [Sec. 139A1]

Income Tax department issues Permanent Account Number to every assessee and other persons who a
requires to get PAN under Income Tax Act. It is a ten Digit Number who identify the person. The
provisions of section 139A are given below

Allotment of permanent account number

The provisions regarding allotment of permanent account number are givelmelow-

Who has to obtain a permanent Account Number
The following persons are required to obtain a permanent account number

1. If income exceeds exemption limit or turnover exceeds 5,00,000 z Every person, if his total
income assessable during the preous year exceed the maximum amount which is not
charegable to tax or any person carrying on business or profession whose total sales, turnover or
gross receipts are or is likely to exceed Rs. 5,00,000 in any previous year.

2. Charitable Trust z A person whois required to furnish return of income under section 139(4A)
(i.e., charitable trust) is required to obtain permanent account number.

3. Employer z Every employer, who is required to furnish a return of fringe benefits under section
115WD and who has not ben allotted a permanent account number, shall apply to the Assessing
Officer for allotment of a permanent account number.

4. Person Specified by the Central Government - The Central Government has specified the
following persons who shall apply to the Assessg Officer for the allotment of a permanent
account numberz

S.No. Time limit for application

1. Exporters and importers who are required to obtain an| Before making any export of
importer exporter port code. import

2. Assesses as defined the Central Excise Rules Before making any application

for registration under the
Central Excise Rules

3. Persons whoissue invoice requiring registration under | As given above
the Central Excise Rules
4, Assessees relating to service tax Before making an appltation

for registration under the
Service Tax Rules

Where the Permanent Account Number should be Quoted

Every person shall quote his Permanent Account Number in all documents pertaining to the transactions
specified below, namelyz

1. Sale or purchase o&ny immovable property valued at Rs. 10 lakhs or more.
2. Sale or purchase of a motor vehicle or vehicle, which requires registration by a registering
authority.
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A time deposit, exceeding Rs. 50,000, with a banking company applies;

A deposit exceeding Rs.5000 in any account with Post Office Saving Bank.

A contract of a value exceeding Rs. 1 lakh for sale or purchase of securities

Opening an account with a banking company applies (but other then time deposit account) ;

Sale or purchase of any goods or sgce amounting exceeding Rs. 2 lakh.

Making an application for installation of a telephone connection (including a cellular telephone

connection).

9. Payment to hotels and restaurants against their bills for an amount exceeding Rs. 25,000 at any
ont time.

10. Payment in cash for purchase of bank drafts or pay orders or banker's cheques from a bank for an
amount aggregating Rs. 50,000 or more during any one day.

11. Deposit in cash aggregating Rs. 50.000 or more during any one day, with a bank.

12. Payment in cash inconnection with travel to any foreign country of an amount exceeding Rs.
50,000 at any one time.

13. Making an application to any banking company or to any other company or institution, for issue
of a credit card.

14. Payment of an amount of Rs. 50,000 or mote a Mutual Fund for purchase of its units.

15. Payment of an amount of Rs. 50,000 or more to a company for acquiring shares issued by it.

16. Payment of an amount of Rs. 50,000 or more to a company or an institution for acquiring
debentures or bonds issued byti

17. Payment of an amount of Rs. 50.000 or more to the Reserve Bank of India, for acquiring bonds

issued by it.

©No kW

TYPES OF ASSESSMENT

1. Self Assessment [Sec. 140 (A)]

On the basis of return is being filed u/s 139/in response to notice u/sl42 (1)/ u/s -148/ u/s -158 BC,
The Assessee is required to compute the tax payable by him after considering TDS or advance tax.
Interest payable for delay in filling return/default in advance tax payment and the proof of payment shall
be attached thereto.

2. Summary Assessment (Sec. 143 (1)]

An assessing officer can complete the assessment without calling the assessee and without passing a
regular assessment order on the basis of return filed by the assessee.

(1) Acknowledgement of the return shall be deemed to be the intiation u/s 143 (1) where either no
sum is payable/no refund is due.

(if) If any tax or interest is found due on basis of return filed after adjustment then intimation shall be
sent to the assessee specifying the sum. So payable with in 2 years.

(iii ) If any refund is due on the basis of such return, it shall be granted.

3. Assessment on the basis of evidence (u/s 143 (3))
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