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SYSTEMATIC STUDY ‘l

1.1 Income Tax Law
An understanding of the Income-tax law requires a study of the following:
(A) The Income-tax Act, 1961 (amended up-to-date)
(B) The Income-tax Rules, 1962 (amended up-to-date)
(C) Notifications, Circulars, Guidelines and clarifications issued from time to time by the CBDT
(D) Judicial decisions

(A) The Income-tax Act, 1961 (Amended upto date): The provisions of income-tax are contained in the Income-tax
Act, 1961 which extends to the whole of India and became effective from 1.4.1962 (Section 1).

Scope of Income-tax Act: The Income-tax Act contains provisions for determination of taxable income,
determination of tax liability, procedure for assessment, appeals, penalties and prosecutions. It also lays down the
powers and duties of various Income-tax authorities,

Since the Income-tax Act, 1961 is a revenue law, there are bound to be amendments from time to time in this law.
Therefore, the Income-tax Act has undergone innumerable changes from the time it was originally enacted. These
amendments are generally brought in annually alongwith the Union Budget. Besides these amendments, whenever it



Chay,,
Acts

Ordinances. : :
: : nt by th ..
Annnal amendments: Every yeard Budgel 18 prc:s“cntul bc.f](;re t}i:i}:’zgéi;;?zs ﬂl])gﬁnanclg?]mCe Minister, g
most important components of the Budget is lh.c Finance Bi ,.qu S endmenlsl chiare Sl(’)forilosals of the =
Government for the next financial year. The Bill contains variot ‘n‘t o Finance Bill (wh }‘:g lt' to be mage intral
areas of direct and indirect taxcs levied by the Central G(zlvcrtllllr:re ta'x el 6§ Ve ilrclz t }:l timate becon, gtt}}:e
i i g i c-tax and 0 € various §ep ., ¢
Finance Act) also mentions the rates of income-tax an _ diloiid ; S Scheg
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tax in three parts:
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Finance Act, 2023 had given the rates of 1ncO

(No. 2) Act, 2024 has given the rates of income-tax ; :
1e income earned in the current financia| .
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Part-Il: It gives the rates for deduction of tax at source from th ‘

thf Finance (No. 2) Act, 2024 has given the rates at wh'lch tax is to be deducted at source in the f;
year 2024-25. Similarly, the Finance Act, 2025 shall give the rates of TDS on the income eameg

the financial year 2025-26. .
Rates under Part II are given for tax to be deducted under sections 193, 194A, 194B, 194B4A, 19485
194D, 194LBA, 194LBB, 194LBC and 195 of the Income Tax Act. :
Rates of TDS for other sections are given in Chapter XVIIB of the Income Tax Act itself. Further Tateg
for collection at source (TCS) are given in section 206C of Chapter XVIIBB of the Income Tax Act oy,

Part-III: It gives the normal rates for calculating income-tax for deductmg tax from income chargeable under f,
head *Salaries’ under section 192 or for deducting tax under section }94P relating to deduction of tax j

case of specified citizen. The same rates are applicable for comp_utatlon of advance tax to be paid ig the

current financial year for incomes taxable at normal rates, e.g., Finance Act, 2023 had given the rates fy

the computation of advance tax for the financial year 2023-24 (i.e. assessment year 2024-25) and the

Finance (No. 2) Act, 2024 has given the rates of advance tax for financial year 2024-25 (i.e. assessment

year 2025-26).

1. When the Finance Bill is approved by both the Houses of Parliament and receives the assent of the President,
it becomes the Finance Act. The provisions of such Finance Act are thereafter incorporated in the Income-tax

Act.

2. Part-Ill of Schedule I of a particular Finance Act, which gives the rates for computation of Advance Tax and TDS o0
salary, etc, generally becomes Part-1 of the subsequent Finance Act, e.g., Finance Act, 2023, Part-III, had given the rares
for computation of advance tax for the financial year 2023-24 (i.e. assessment year 2024-25). The same rates have become
the rates of income-tax for the assessment year 2024-25 in the Finance (NO. 2) Act, 2024. Similarly, rates given under
Part 111 of Schedule I of the Finance (No. 2) Act, 2024 will become Part I of Schedule I of the Finance Act, 2055 and these
will be the rates of income-tax for assessment year 2025-26.

3. The total income of the assessee is taxable at the following two rates:

(1) Normal rates, which are given in section 2 of Chapter II read with First Schedule of the Finance Act
every year.

(2) Special rates, which are given in the Income-tax Act itself e.g. long-term capital gain is taxable @ 12.5% both undés
sectio_n 112 and section 1124, short-term capital gain referred to in section 111A is taxable @ 20% and income 0%
lotteries, crossword puzzles or income from transfer of virtual digital assets and winrllinos from online games ele.
taxable @ 30% for assessment year 2025-26. Special rates of tax are also given for an asgessee, who is uzlder the neV

regime or opted for the new regime. These sections are 115BA, 115BAA, 115BAB 115BAC, 115BAD and 115BAE
Note:  The rates of income tax other than of TDS given in the first schedule are for those assessees Who opt

to be taxed or wish to remain under the old regime of taxation

The concessional rates of income-tax other than of TDS for certain assessees are also given under

various sections, mentioned below provi . Lo are |
e vided certain conditi : s -ant section
satisfied. onditions specified in the reley
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applicable if certain conditions l.l LISBAC(1A). Such concessional rates of income¢ s it
ditions mentioned under section 115BAC(2) are satistied. These ¥
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default rates under the new regime and applicable for such assessees unless he/it opts to be taxed
under the old regime. Section 115BAG, shall be discussed in details, separately under Chapter 13,
(i.e. Assessment of Individuals).

(3) TFor a cooperative society, the concessional rate of income tax is given under section 115BAD or
IISBAE (known as new regime of taxation). Such concessional rate of tax is applicable if the
conditions mentioned under sections 11SBAD(2) or 115BAE(2), as the case may be, are satisfied. In

this case the cooperative society has to opt for new regime of taxation, otherwise it will remain
under the old regime.

(B)

©

(D)

!ncome-tax Rules, 1962 (amended upto date): Every Act normally gives power to an authority, responsible for
implementation of the Act, to make rules for carrying out purposes of the Act. Section 295 of the Income-tax Act
has given power to the Central Board of Direct Taxes (CBDT) to make such rules, subject to the control of Central
Government. These rules are made applicable by notification in the Gazette of India.

Examples: (1) The value of rent free accommodation provided by the employer to an employee is included in the

gross salary of employee. How to value such rent free accommodation is given in rule 3 of the Income-tax
Rules, 1962,

(2) Section 10(13A) provides that house rent allowance is exempt upto a certain limit. How to calculate such limit is
given in rule 2A of the Income Tax Rules, 1962.

Notifications, Circulars and Clarifications by CBDT: Notifications are issued either by the Central Government
or CBDT in the Official Gazette, whereas Circulars and clarifications are issued by CBDT.

Notification is a subordinate legislation and is issued under powers delegated by the Parliament. Notifications
generally lay down the law taking care of some procedural aspects of the enactment.

Further, to carry out purposes of the Income Tax Act, in certain sections, the power has been given to CBDT to
make rules, by way of notifications in the Official Gazette of India. See para (B) above.

Notifications issued by the Central Government as well as CBDT are binding on everyone.

A circular or clarification is a communication issued by the CBDT which is primarily meant to serve as guidelines to
implement the provisions of law. Such circulars or clarifications are binding upon the Income-tax Authorities, but
the same are not binding on the assessee. However, the assessee can claim benefit under such circulars.

The CBDT has been issuing certain circulars and clarifications from time to time, which have to be followed and
applied by the Income-tax Authorities.

Recently, the guidelines are being issued by the CBDT with the previous approval of the Central Government by
way of circulars to remove difficulties in the implementation of the provisions of certain sections. These guidelines
are to be laid before each House of Parliament. These circulars are binding both on the income-tax authorities as
well as on the assessee.

Judicial decisions: Decision given by judicial authorities on an appeal filed before them is known as judicial
decision. Any decision given by the Supreme Court becomes a law which will be binding on all the Courts,
Appellate Tribunals, the Income-tax Authorities as well as on all the assessees.

Decisions given by a High Court, Income-tax Appellate Tribunal, etc., are binding on all the assessees as well as the
Income-tax Authorities which fall under their jurisdiction, unless it is over-ruled by a higher authority. The decision
of a High Court is binding on the Tribunal and the Income-tax Authorities situated in the area over which the High
Court has jurisdiction.

1.2 Scheme of Taxation

Every person, whose total income of the previous year exceeds the maxinum amount which is not chargeable to income-
tax, is an assessee and chargeable to income-tax in the assessment year at the rate or rates prescribed in the Finance
Act/Income-tax Act for that relevant assessment year. However, his total income shall be determined on the basis of his
residential status in India.

In other words, income-tax is levied in India in the following manner:

1.

Income eamed by every person is chargeable to income-tax provided it exceeds the maximum amount which is not
chargeable to tax, i.e., it exceeds the maximum exemption limit.

Itis charged on the total income of the previous year but is taxable in the following assessment year at the rates
applicable to such assessment year. However, there are certain exceptions to this rule.

Income-tax is charged at two rates, viz. normal rates and special rates.

Normal tax rates which can be in the form of slab rate or flat rate are fixed by the annual Finance Act but special
rates are given in the [ncome-tax Act itself.

Tax is charged on the total income computed in accordance with the provisions the Act.
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residential status in India.

5. Total income of a person is determined on the basis of his )
ax in the assessment year but income-tax shall e

6. Although the income of previous year is subject to income-t
(a) deducted or collected at source, or
(b) paid in advance
where it is so deductible or collectible or payable un i
Further, an analysis of the above statement would reveal the following 1m
understanding the framework of the Income-tax Act. .
1. Person; 2. Assessee; 3. Assessment year; 4. Previous year; 5. Rate or 'rates'of tax; 6. Charge of INCome.-ay.
7. Maximum amount which is not chargeable to income-tax; 8. Total income; 9. Residential status in India. ’
1.3 Important Concepts
1.3a Person [Section 2(31)]:

der any provisions of the Act.
portant concepts, which are necess ary fo
T

An Individual

Every artificial
juridical person i
not falling 1_}]\ d}]I:/Tg:d
jthi fth o
within any of the Family (HUF)

preceding sub-
clauses

Person
includes

An Association
of Persons
(AQP) or a Body
of Individuals
(BOD), whether
incorporated or

An association of persons or a body of individuals or a local authority or an artificial juridical person shall be deemed to
be a person, whether or not, such person or body or authority or juridical person, was formed or established or
incorporated with the object of deriving income, profits or gains. [ Explanation to section 2(31)]

(a) An individual means a natural person, i.e., a human being. It includes a male, female, minor child. However, the
income of a minor is now generally included in the income of a parent. Sometimes the minor is himself liable to tax
on income earned by him. Since minor is not competent to contract, his income shall be taxable through his legal
guardian.

(b) A Hindu undivided family has not been defined under the tax laws. However, as per thé Hindu law, it means a family
which consists of all persons lineally descended from a common ancestor including their wives and daughters.

(¢) A firm shall have the meaning assigned to it in the Indian Partnership Act, 1932 and shall include a limited liability
partnership as defined in the Limited Liability Partnership Act, 2008.

(d) Association of persons: The Income-tax Act does not define an association of persons (AOP). In the absence of any
definition, the words must be construed in their plain ordinary meaning.

Association of persons means two or more persons who join for a common purpose with a view to earn an incotme:
It need not be on the basis of a contract. Therefore, if two or more persons join hands to carry on a business butdo
not constitute a partnership, they may be assessed as an Association of Persons (AOP)

ate

An Association of Persons does not mean any and every combination of persons. It is only when they assocl

themselves in an income-producing activity that they become an association of persons. They must combine 1
pEs Iy the

engage in such an activity; the engagement must be pursuant to the combined will of the persons constituting




Chap. 1 Introduction 7

association; there must be a meeting of the minds, so to speak. In a nutshell, there must be a common design to
produce income.

(¢) Body of individuals (BOI) means a conglomeration of individuals who carry on some activity with the objective of
earning some income. It would consist only of individuals. Entities like companies or firms cannot be members ofa
body of individuals.

Normally, income-tax shall not be payable by an assessee in respect of the receipt of share of income by him from
BOI/AOP if the tax has already been paid by such BOI/AOP.

Distinction between AOP and BOI

1. An AOP may consist of non-individuals but a BOI has to consist of individuals only. If two or more persons
(like firm, company, HUF, individual, etc.) join together, it is called an AOP. But if only individuals join
together then it is called a BOI. For example, where X, ABC Ltd. and PQ & Co. (A firm) join together for a
particular venture then they may be referred to as an AOP. If X, Y and Z join together for a particular venture,
but do not constitute a firm then they may be referred to as a body of individuals.

2. An AOP implies a voluntary getting together for a common design or combined will to engage in an income
producing activities, whereas a BOI may or may not have such common design or will.

In case of AOP as well as BOI, the provisions relating to computation of total income and taxability of such
income are sarae.

(N Alocal auﬂzority:‘The expression local authority means:
(i) Panchayat; or
(f)) Municipality; or
(7)) Municipal Committee and District Board, legally entitled to, or entrusted by the Government with, the control
or management of a Municipal or local funds; or

(iv) Cantonment Board.
() Artificial juridical persons are entities which are not natural persons but are separate entities in the eyes of law.
Though they may not be sued directly in a court of law but they can be sued through persons managing them.
God, idols and deities are artificial persons. Though they may not be sued directly they can be legally sued through
the priests or the managing committee of the place of worship, etc. They are persons and their income, like offerings
and donations, are taxable. However, under the Income-tax Act, they have been provided exemption from payment
of tax under separate provisions of the Act, if certain conditions mentioned therein are satisfied.
Similarly, all other artificial persons, with a juristic personality, will also fall under this category, if they do not fall
within any of the preceding categories of persons, e.g., University of Delhi is an artificial person as it does not fall in
any of the six categories mentioned above.
Illustration 1.1 Determine the status of the following:
(i) Calcutta University. (if) Essen Paints Pvt. Ltd. (iii) Punjab Bank Ltd. (iv) A and B are legal heirs of C. C died in 2021 and A
and B carry on his business without entering into a partnership. (v) Shri Krishna Enterprises, a firm consisting of three partners S, K
and P. (vi) A joint family consisting of P, Mrs. P and their son S. (vif) Municipal Corporation of Delhi.

Solution:

(i) Artificial Juridical Ferson (ii) A Company (iii) A Company (iv) A Body of Individuals (v) A Firm (vi) A Hindu Undivided
Family (vii) A Local Authority.
1.3b Assessment year [Section 2(9)]

Assessment year means the period of 12 months commencing on the first day of April every year. It is, therefore, the
period from 1st of April to 31st of March, for example, the assessment year 2025-26 will commence on 1.4.2025 and will end
on 31.3.2026. The tax is levied, in each assessment year, with respect to or on the total income earned by the assessee in the
previous year. '
1.3¢ Previous year [Sections 3] ‘

According to section 3, previous year means the financial year immediately preceding the assessment year. Financial
year means a year which starts on 1st April and ends on 31st March,

O Income-tax is payable on the income earned during the previous year and it is assessed in the immediately
succeeding financial year which is called an assessment year, Therefore, the income eamed during the previous year
1.4.2024 to 31.3.2025 will be assessed or charged to tax in the assessment year 2025-26.

O All assessees are required to follow a uniform previous year, ie., the financial year (Ist April to 31st March) as their
previous year. Previous year, for Income Tax purposes, will be financial year which ends on 31st of March although
the assessee can close his books of account on any other date, e.g., an assessee may maintain books of account on
calendar year basis but his previous year, for Income Tax purpose, will be tinancial year and not the calendar year.
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"It is the previous year come ea :
Each financial year is both, previous year as well as asscssmcn:] {ﬁ?rring the preceding previous year, ¢.g ﬁnr:ili;urmg
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that financial year and assessment year for the incom¢ financial year 2024-25 and assessment year fo Year

. ] i t I the in
2024-25 is the previous year for the income carned during tha Come

carned during the previous year 2024-25.
. . . . CoF, )
First previous year for a business/profession newly
case—

set-up during the ﬁmmcm[ year or for a new source of incop,
A - e: ]n

(i) a business or profession is newly set up, 0t

(if) anew source of income comes into existence ;
the period beginning from the date of setting up of the busm;:‘SI\S/I
and ending on the last day of that financial year, ¢, 31sto

or source of income. i i .
For example, if a new business is set up on 71.10.2024 then the first previous year for that business i

. : to 31.3.2025. Therefore, the first previous year of a newly
girsli%iss?;i:lfrc]fsioioc;?a Izltla\iosgl?ii of income will be either 12 months or less than 12 months. It can neyer
a period of 12 months.

Ilustration 1.2 Ascertain the previous year of t
(i) Dr. Gupta was appointed as Assistant Professor in Shri Ram Coll

(if) Dinesh started a cloth business on 27.2.2025.
(iify  Jai Kumar purchased a let-out house property of two rooms on
(iv) A received a remuneration of 250,000 for acting ina T.V. Serial on 10.

during the financial year,
or from the date the new source came intq .

i Xis
arch shall be the first previous year for that fence,

bUSl’ﬂegg

be the
Set-y
€Xceed

he income in relation to assessment year 2025-26 in the following cases-

ege of Commerce for the first time on 1.8.2024,

5.7.2024.
3.2025 for the first time.

Solution
(i) 1.8.2024t0 31.3.2025 (@) 27.2.2025to 31.3.2025
(i) 5.7.2024 to 31.3.2025 (iv) 10.3.2025 to 31.3.2025

Where an assessee has an existing regular income from various sources and he earns an income from a new source during the
financial year, his previous year, for the existing income, will be that relevant financial year anq the previous year for the new
source of income will start from the date from which the new source, of income came 1nto existence and would end on 3]st
March next following. Since he is assessable on the aggregate of the income from all the sources, therefore, all the income wil]
be included in the previous year. For example, X has been regularly earning income from salary and house property. On
21.10.2024 he commences a business of trading in paper. The previous year for income from salary and house property will be
the financial year 2024-25 and previous year for the new business will be 21 .10.2024 to 31.3.2025. However, for computation of
income of the previous year 2024-25, we shall take the aggregate of income from salary and house property of financial year
2024-25 (i.e., 1.4.2024 to 31.3.2025) and income earned from 21.10.2024 to 31.3.2025 for the business.

Cases where income of previous year is assessed in the same year: As a normal rule, the income earned during any
previous year is assessed or charged to tax in the immediately succeeding assessment year. However, in the followin;_z
circumstances the income is taxed in the same year in which it is earned. Therefore, the assessment year and the previous
year in these exceptional circumstances will be the same. These exceptions have been provided to safeguard the collection of
taxes so that assessees, who may not be traceable later on, are not allowed to escape the payment of the taxes. The exceptions
are as follows:

1. Shipping business of non-residents [Section 172]: A non-resident who is carrying on a shipping business and eams
income from carrying passengers/livestock/goods from a port in India, will be charged income-tax before the ship is
allowed to leave the Indian port. Therefore, before the ship leaves the Indian port, the master of the ship is under an
obligation to furnish a return of the full amount earned on account of fare and freight (including the amount paid of
payable by way of demurrage charge or handling charge or any other amount of similar nan?re) and pay the tax
accordingly. In this case 7.5% of the amount of fare/freight/charge, etc., shall be deemed to be income of such

assessce on wh1<_:h tf_le.mcome-tax will be charged. Therefore, in this case the tax is chargeable on the income in the
same year in which it is earned. =

Where the Assessing Officer is satisfied that it is not possible for the master of ship to furnish the return before
the departure of the ship from the port and the master of the ship has made satisfact(l))ry arrangement for the filing
of the return and payment of the tax by any other person on his behalf. he (the AssessinobOfﬁcer) may, if the
return is filed within 30 days of the departure of the ship, deem the, filing of th rettTm by the person S0
authorised by the master as sufficient compliance for the purp(’)se of this SeCtiOI’gl ey ’

2. Assessment oj: persons leaving India [Section 174); When it appears to the Assessing Officer that any individual
may leave India during the current assessment year or shortly after its expiry, an;l su?:h individual has no presenl

intention of returning to India, the tota] i :
' ncome of such ivi i i
assessment year (i.c., from st April of the assessmc individual, from the expiry of previous ye

. 1 14 3
be chargeable to tax in the same assessment year BRI ithe FibbaclelSajeab hislepatie o

ar for thd
[ndia shal
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Example—R wishes to migrate to USA permanently and plans to leave India on 15.11.2024. He submitted his
return for assessment year 2024-25 on 31.7.2024 the assessment of which is still pending.

In this case the Assessing Officer will make two assessments:

(a) regular assessment for previous year income of 2023-24 at the rates applicable for assessment year 2024-25.

b) assessment of il:lCOllle of the period 1.4.2024 to 15.11.2024 (cither actual or estimated basis) and tax should be
levied on such income in the assessment year 2024-25 itself but at the rates of advance tax for financial year
2024-25 (A.Y. 2025-26) given in part III of First Schedule of Finance (No. 2) Act, 2024.

3. Assessment of association of persons or body of individuals or artificial juridical person formed Jfor a particular
event or purpose [Section 174A): Where it appears to the Assessing Officer that any association of persons or a
body of individuals or an artificial Juridical person formed or established or incorporated for a particular event or
purpose is likely to be dissolved in the assessment year in which such association of persons or body of individuals
or artificial juridical person was formed or established or incorporated or immediately after such assessment year,
the total income of such person or body or juridical person, for the period from the expiry of the previous year for
that assessment Year up to the date of its dissolution, shall be chargeable to tax in that assessment year.

Eg if AOP which is formed in the previous year 2024-25 is going to be dissolved on 16.6.2025 then the income of
the period 1.4.2025 to 16.6.2025 shall be charged to income-tax in the assessment year 2025-26 itself although its
assessment year should have been assessment year 2026-27.

4. Assessment of persons likely to transfer property to avoid tax [Section 175]: If it appears to the Assessing Officer
during any current assessment year, that any person is likely to charge, sell, transfer, dispose of or otherwise part
with any of his assets with a view to avoiding any payment of his tax liability, then the total income of such person
for the period from the expiry of the previous year for that assessment year (i.e., from lst April of that assessment
year) till the date when the assessing officer commences proceedings, shall be chargeable to tax in the same
assessment year. However, in this case also the rate of tax applicable shall be the rate given in Part III of Schedule I
which are applicable for advance tax also.

5. Discontinued business [Section 176]: Where any business or profession is discontinued in any assessment year, the
income of the period from expiry of the previous year for that assessment year up to the date of such discontinuance
may, at the discretion of the assessing officer, be charged to tax in that assessment year. For example, if a business is
discontinued on 16.7.2024 then the income for the period 1.4.2024 to 16.7.2024 may be assessed in the assessment
year 2024-25 itself. The tax will be charged at the rates in force for advance tax payable during financial year 2024-
25. [i.e. rates given in Part I1I of the First Schedule].

Any person discontinuing any business or profession shall give to Assessing Officer notice of such discontinuance

within 15 days thereof.
It may be noted that in the first four exceptions given above, the Assessing Officer shall charge the tax on such persons in
the same previous year, i.e., it is mandatory for the Assessing Officer to charge the tax in the same previous year. On the
other hand, in the fifth exception given above the Assessing Officer has the discretionary power and as such he may
charge in the same previous year or may wait till the assessment year.
1.3d Maximum amount which is not chargeable to income-tax

In case of certain assessees, there is no income-tax on income earned during the previous year upto a certain limit,

known as maximum amount which is not chargeable to income-tax. The limit for assessment year 2025-26 for different
assessees is as under:

(1) Individual

An individual who has opted to be taxed under the old regime. | An individual, irfespective of any age, who does not
exercise any option and hence by default he is under the
new regime, i.e., section 115BAC(LA).

(a) In case of every individual (male or female), | 5,00,000 %3,00,000
being resident in India, who is of the age of
80 years or more at any time during the
previous year

(b) In case of individual (male or female) being | ¥3,00,000 Z3,00,000
resident in India who is of the age of 60
years and above but less than 80 years at any

| time during the previous year

(¢) Any other individual, i.e., resident in India | 2,50,000 %3,00,000
who is less than 60 years of age or an
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individual who is a non-resident irrespective
of whether his age is less than or more than
60 years
(2) Hindu Undivided Family (HUF)
Hindu Undivided Family who has opted to be | 22,50,000 | Hindu Undivided Family who does not 3,000
taxed under the old regime exercise any option and !1enc§ by default
' he is under the new regime, 1.¢., section
115BAC(1A).
3) AOP/BOI
AOP/BOI other than co-operative society (Where | %2,50,000 AOP/BOI other than co-operative 'society 23,00,000
no member has income exceeding maximum (Where no member has_ income
exemption limit) who has opted to be taxed under exceeding maximum exemptloq limit)
the old regime who does not exercise any option and
hence by default it is under the new
regime, i.e., section 115BAC(1A).
(4) Artificial Juridical Person
Artificial juridical person who has opted to be | 2,50,000 Artificial juridical person who does not 23,00,000
taxed under the old regime ' exercise any option and hence by default
it is under the new regime, i.e., section
115BAC(1A).

(1) The exemption limit under the old regime in case of an individual (whether male or female) who is of the age of 60
years and above but who is non-resident in India is ¥2,50,000 instead of Z3,00,000 or ¥5,00,000 as the case may be. It is

Z3,00,000 under the new regime.
| (2) For a Firm, Company, Local Authority or a Co-operative Society, the exemption limit is Nil.

1.3e Rates of income-tax for assessment year 2025-26:
(1) In case of an individual who he has opted to be taxed under old regime

(A) For an individual (man or woman), resident in India who is of the age of 80 years or more at any time

during the previous year:

Upto 25,00,000

Z5,00,010 to 310,00,000

Above %10,00,000

(B) For an individual (man or woman), resident in India who is of the age of 60 years or more but less than 80

years at any time during the previous year.

Upto %3,00,000

Z3,00,010 to ¥5,00,000

%5,00,010 to 10,00,000

Above 210,00,000

(C) For an individual, [other than mentioned in (A) & (B) abov

e
society) and artificial juridical person. ¢] HUF, AOP/BOI (other than a co-operat®

Upto 2,50,000
22,50,010 to %5,00,000
25,00,010 to T10,00,000
Above 210,00,000

Where the individual or HUF or AOP/BOI (other than

: s . a co-operative soci ificial juridi
not exercised any option and hence by default he/it is under lhepne‘w reginféetiyg Osrez?lof;llm[a[lsjl;AC
, e, i

of income-tax which is also known as defaylt

cal person ¥
(1A), the 1

as

section 115BAC(2) are satisfied: rates, shall be as under provided the conditions mention®
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Total income Rate of tax
Upto 3,00,000 Nil
From %3,00,001 to ¥7,00,000 3k
From ¥7,00,001 to 210,00,000 s
From %10,00,001 to 12,00,000 L
From %12,00,001 to Z15,00,000 2006
Above %15,00,000 30%

Notes:

1.

If the individual does not exercise any option and hence by default, he is under the new regime, i.e., section
115BAC(1A)., the exemption limit in case of all individuals (whether of the age of less than 60 years, or 60
years or more or 80 years or more) shall be Z3,00,000.

As per section 115BAC(2), an individual or HUF or AOP/BOI or artificial juridical person who are taxable
under section 115BAC(1A),

— certain allowances and deductions are not allowed to a salaried employce

— deduction of interest is not allowed under the head "income from house property"

— certain deductions are not allowed while computing the business income

— deductions under section 80C to 80U (i.e., Chapter VI-A) are not allowed

For details see Chapter 13.

Surcharge

Surcharge is levied on the amount of income-tax at following rates if total income of an assessee exceeds specified limit:
Rate of Surcharge for assessment year 2025-26 h

Total income does Total income exceeds Total income Total income Total income

not exceeds

Z50,00,000 but does

exceeds 3] crores

exceeds 32 crores

exceeds I5 crores

350,00,000 not exceed ¥l crore | but does not exceed | but does not exceed
<2 crore 5 crore
Nil 10% of income-tax 15% of income-tax | 25% of income-tax 37% of income-

tax (see Notes
below)

(see Notes below)

Notes:
The enhanced surcharge of 25% or 37%, as the case may be, is not levied, on dividend income or income
chargeable to tax under sections 111A, 112, 112A and 115AD(1)(b). Hence, the maximum rate of surcharge on tax
payable on such incomes shall be 15%.

The surcharge rate for AOP with all members as a company, shall be capped at 15%.

Where the individual or HUF or AOP/BOI (other than a co-operative society) or artificial juridical person has not
exercised any option and hence by default he/it is under the new regime, i.e., section 115BAC(1A), the rate of
surcharge shall be 25% instead of 37% even if his/its total income exceed %5 crore.

1.

Marginal relief: Marginal relief has also been provided in all cases where surcharge is to be levied.
In the case of persons mentioned above, where such income exceeds,—

(a)

(®)

()

(d)

€50,00,000 but does not exceed %1 crore, the total amount payable on such income and surcharge thereon shall
not exceed the total amount payable on a total income of ¥50,00,000 by more than the amount of income
that exceeds ¥50,00,000;

Z1 crore but does not exceed X2 crore, the total amount payable on such income and surcharge thereon shall not
exceed the total amount payable on a total income of 1 crore by more than the amount of income that
exceeds %1 crore;

22 crore but does not exceed 5 crore, the total amount payable on such income and surcharge thereon shall not
exceed the total amount payable on a total income of X2 crore by more than the amount of income that
exceeds ¥2 crore;

Z5 crore, the total amount payable on such income and surcharge thereon shall not exceed the total amount
payable on a total income of ¥5 crore by more than the amount of income that exceeds I3 crore. [Not
applicable, in case the assessee has not exercised any option and hence by default he/it is under the new regime,
i.e., section 115BAC(1A)]

Health and Education Cess: For assessment year 2025-26: 'Health and Education Cess (H&EC) on Income Tax'
@A4% on income-tax {inclusive of surcharge, wherever applicable) shall be levied.
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Marginal relief 000. C ute the ta ble b
. 90,000. Comp X payable
Hlustration 1.3 The total income of R for the assessment year 2024-25 18 250, YR for the

assessment year 2024-25. Assume:

() opts to be taxed under the old regime,

) r section 115BAC(1A) (i.e., new regim
(i) does not exercise any option and hence is taxa e gime).

ble by default, und

Solution . . e T
. Tax under new regime 1.c., default rates ag per
Tax under old regime new regime
Particulars X | Particulars X
..
Tax on 250,90,000 | |Twen® 0,906,600
On first 22,50,000 ' Nil | On first 23,00,000 Ni
Next 22,50,000 — 5% 12,500 | Next 24,00,000 — 5% __ 20,000
Next 5,00,000 — 20% 1,00,000 | Next %3,00,000 — 10% 30,000
3 ) ) ’_________—
Balance 240,90,000 — 30% 12,27,000 | Next 22,00,000 — 15% 30,000
— | Next 23,00,000 — 20% 60,000
__| Balance ¥35,90,000 — 30% 10,77,000
13,39,500 12,17,000
Add: Surcharge 10% 1,33,950 | Add: Surcharge 10% 1,21,700
14,73,450 13,38,700
Marginal relief Marginal relief
Income-tax on ¥50,00,000 13,12,500 | Income-tax on ¥50,00,000 11,90,,000
Tax and surcharge as per
Tax and surcharge as per marginal relief, 100% of marginal relief, 100% of
income exceeding 50,00,000 (50,90,000 — : income exceeding ¥50,00,000
50,00,000) = 90,000 (50,90,000 — 50,00,000) = 90,000
Total tax including surcharge payable under Total tax including surcharge
marginal relief, X 14,02,500 | payable under marginal relief, 12,80,000
Tax payable as per normal
N \ provisions or as per provisions

Tax payable as per normal provisions or as per of marginal relief whichever is
provisions of marginal relief whichever is less less (i.e., ¥13,38,700 or
(i.e., T14,73,450 or Z14,02,500 whichever is less) 14,02,500 | X12,80,000 whichever is less) 12,80,000
Add: H&EC @ 4% 56,100 | Add: H&EC @ 4% 51,200
Total tax payable 14,58,600 | Total tax payable 13,31,200

Note.—The total income and the tax payable is rounded off to the nearest mul

i tails see
paras 1.3-j and 1.3-, later in this Chapter. tiple of ten rupees. For de

Marginal relief

Illustration 1.4 The total income of R for the assessment year 2025-26 is 1.0 . R for the
assessment year 2025-26, Assume he opts to be taxed under the old regime ,01,00,000. Compute the tax payable by

(/) opts to be taxed under the old regime,

(ii) does not exercise any option and hence by default, he is under the new regime, i.e., section 115BAC(1A)

Solution
Tax under old regime Tax under new regime i.e., default rates as per new regint¢
Particulars | Particulars .
Tax on €1,01,00,000 Tax on 21,01,00.000
On first ¥2,50,000 Nil | On first 23.00.000
@xt 22,50,000 — 5% 12,500 | Next 24,00,000 — 59,
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Next 35,00,000 — 20% 1,00,000 | Next 23,00,000 — 10% 30,000
Balance 391,00,000 — 30% 27,30,000 | Next 22,00,000 — 15% 30,000
— | Next 23,00,000 — 20% 60,000

— | Balance 286,00,000 — 30% 25,80,000

28,42,500 27,20,000

Add: Surcharge 15% 4,26,375 | Add: Surcharge 15% 4.08,000
32,608,875 31,28,000

Marginal relief

Marginal relief

Income-tax on %1,00,00,000 28,12,500 | Income-tax on 1,00,00,000 26,90,000
Add: Surcharge @ 10% assuming income is 2,81,250 | Add: Surcharge @ 10% assuming income is 2,69,000
¥1,00,00,000 %1,00,00,000

Tar.( and surcharge as per marginal relief, 100% 1,00,000 | Tax and surcharge as per marginal relief, 100% 1,00,000
of income exceeding %1,00,00,000 (1,01,00,000 of income exceeding %1,00,00,000 (1,01,00,000

- 1,00,00,000) = - 1,00,00,000) =

Total tax including surcharge payable under 31,93,750 | Total tax including surcharge payable under 30,59,0060
marginal relief, marginal relief,

Tax payable as per normal provisions or as per 31,93,750 | Tax payable as per normal provisions or as per 30,59,000
provisions of marginal relief whichever s less provisions of marginal relief whichever is less

(i.e., 32,68,875 or 331,93,750 whichever is (i.e.,, 31,28,000 or ¥30,59,000 whichever is

less) less)

Add: H&EC @ 4% 1,27,750 | Add: H&EC @ 4% 1,22,360
Total tax payable 33,21,500 | Total tax payable 31,81,360

Note.—The total income and the tax payable is rounded off to the nearest multiple of ten rupees. For details see

paras 1.3-j and 1.3-1, later in this Chapter.

Illustration 1.5 What shall be your answer if the total income is Z1,02,00,000 instead 0f %1,01,00,000.

Solution
Tax under old regime Tax under new regime i.e., default rates
as per new regime
Particulars 3| Particulars z
Tax on %1,02,00,000 Tax on %1,02,00,000
On first 2,50,000 Nil | On first 23,00,000 Nil
Next ¥2,50,000 — 5% 12,500 | Next ¥4,00,000 — 5% 20,000
Next 5,00,000 — 20% 1,00,000 | Next ¥3,00,000 — 10% 30,000
— [ Next 2,00,000 — 15% 30,000
— [Next 23,00,000 — 20% 60,000
Balance %92,00,000 — 30% 27,60,000 | Balance ¥87,00,000 — 30% 26,10,000
28,72,500 27,50,000
Add: Surcharge 15% 4,30,875 | Add: Surcharge 15% 4,12,500
33,03,375 31,62,500
Marginal relief Marginal relief
Income-tax on %1,00,00,000 28,12,500 | Income-tax on %1,00,00,000 26,90,000
Add: Surcharge @ 10% assuming income is 2,81,250 | Add: Surcharge @ 10% assuming income is 2,69,000
%1,00,00,000 %1,00,00,000
Tax and surcharge as per marginal relief, 100% 2,00,000 | Tax and surcharge as per marginal relief, 100% 2,00,000
of income exceeding %1,00,00,000 of income exceeding T1,00,00,000
(21,02,00,000 - 1,00,00,000) = (1,02,00,000 - 1,00,00,000) =




14

Systematic Approach to Income

[U( \] lax | il ‘L,L l ("!‘l‘lL lllldk[
u < n\.l\ldln\_ \“r\h/\

) < £

n \"gnldl ]LllLl.

32,93,750

Tax pay

B ke . 3 o
provisions of marginal relief whichever is less

able N vy
able as per nonmal provisions or as per

(i.e., 33.03,375 or ¥32,93,750 whichever is less)

Add: H&EC @ 4%

32,93,750

1,31,750

Tax

Chap.

Total tax including surcharge payable under

—

marginal relicf,

Tax payabl '
provisions of marginal r . .
(i.e 31,62,500 or 731,59,000 whichever is

less)

¢ as per normal provisions or as per
elief whichever is less

———
31,59,000

{dd: H&EC @ 4%

——
26,360,

Total tax payable

34,25,500

Total tax payable

Note.—The total income and the tax payable is rounded off to the nearest Im

- paras 1.3-j and 1.3-1, later in this Chapter.
ustration 1.6 What will be your answer if the total income is 1,02,50,000?

wltiple of ten rupees. For details see

Solution
Tax under old regime Tax under new regime i-e., default rates as per new regime
Particulars ' -
oS i50.000 Z | Particulars 3
On first 22.50 0(‘)0 - Tax on ¥1,02,50,000
Next 22.50 00’0 oy Nil | On first ¥3,00,000 Nil
R, 00’000 = 20‘;/ 12,500 | Next ¥4,00,000 — 5% 20,000
T o 1,00,000 | Next £3,00,000 — 10% 30,000
— | Next 22,00,000 — 15% 30,000
— | Next 23,00,000 — 20% 60,000
Balance 292,50,000 — 30% 27.75.000 | Balance 287,50,000 — 30% 26,25,000
Add: Surcharge 15% 2?27,500 ZLERI0
,33,125 | Add: Surcharge 15% 4,14,750
33,20,625 31,79,750
Marginal relicf Marginal relief
Income-tax on ¥1,00,00,000 28,12,500 | Income-tax on ¥1,00,00,000 26,90,000
,gclif):(fslgf:;)oagge @ 10% assuming income is 2,81,250 gi[(i):(f(;l(foh(;i(;ge @ 10% assuming income is 2,659,000
o o eekaime 710000000 2202 005 o income xceeding 21.00,00,000 a0
(%1,02,50,000 — 1,00,00,000) (%1,02,50,000 — 1,00,00,0(%0) S
I]c:lt:;li:las ;gfilcufiimg surcharge payable under 33,43,750 Ilc;tragll;aa); i[ellcilel}‘,ﬁng surcharge payable under 32,09,000
Tax payable as per normal provisions or as 33,20,625 | Tax payabl S -
B lions o g e prrovsions o g et whenris |
ic loss) » 32,20, At is!ﬂ}is(;.)e.,3 1,79,750 or 232,09,000 whichever
Add: H&EC @ 4% 1,32,825| Add: H&EC @ 4% 15,_155
Total tax payable 34,53,450 | Total tax payable 33106.940

Note.—The total income and the tax payable is rounded off to the ne i
are 3 .
paras 1.3-j and 1.3-], later in this Chapter. st multiple of ten rupees. For details se¢

Marginal relief

Ilustration 1.7 The total income of R for the assessment year 2025-26 is 32,03,00,000. Compute the t ble by R for the
,03,00,000. ¢ the tax payable by R for

assessment year 2025-26. Assume he:

(a) opts to be taxed under the old regime,

(h) does not exercise any option and hence by default, he is under the new regime, i.c., secti 115BAC(IA)
, L.e., section 1135 A).
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Tax under old regime

Tax under new regime i.c., default rates as per new regime

Particulars | Particulars Z

Tax on $2,03,00,000 Tax on 2,03,00,000

On first $2,50,000 Nil [On first 23,00,000 Nil

Next 32,50,000 — 5% 12,500 | Next 24,00,000 — 5% 20,000

Next ¥5,00,000 — 20% 1,00,000 [ Next 23,00,000 — 10% 30,000

Balance ¥1,93,00,000 — 30% 57,90,000 | Next 22,00,000 — 15% 30,000

— | Next 3,00,000 — 20% 60,000
— | Balance %1,88,00,000 — 30% 56,40,000

59,02,500 57,80,000

Add: Surcharge 25% 14,75,625 | Add: Surcharge 25% 14,45,000
73,78,125 72,25,000

Marginal relief Marginal relief

Income-tax on 2,00,00,000 58,12,500 | Income-tax on 22,00,00,000 <4.90,000

Add: Surcharge @ 15% assuming income is 8,71,875 | Add: Surcharge @ 15% assuming income is 8,53,500|

32,00,00,000 %2,00,00,000

Tax and surcharge as per marginal reljef, 100% 3,00,000 | Tax and surcharge as per marginal relief, 100% 3,00,000

of income exceeding ¥2,00,00,000 (2,03,00,000 of income exceeding %2,00,00,000 (2,03,00,000

-2,00,00,000) = —2,00,00,000) =

Total tax including surcharge payable under 69,84,375 | Total tax including surcharge payable under 68,43,500

marginal relief, marginal relief,

Tax payable as per normal provisions or as per 69,84,375 | Tax payable as per normal provisions or as per 68,43,500

provisions of marginal relief whichever is less provisions of marginal relief whichever is less

(i.e., 73,78,125 or ¥69,84,375 whichever is less) (i.e., 72,25,000 or 268,43,500 whichever is less)

Add: H&EC @ 4% 2,79,375 (Add: H&EC @ 4% 2,73,740

Total tax payable 72,63,750 | Total tax payable 71,17,240

(2) Rebate of maximum ¥12,500/25,0000 for resident individuals having total income up to %5,00,000/37,00,000,

as the case may be [Section 87A]

With a view to provide tax relief to the individual tax payers who are in lower income bracket, the Act has provided
rebate from the tax payable by an assessee, if the following condition and satisfied:

(1) The assessee is an individual

(2) Heis resident in India,

(3) His total income does not exceed %5,00,000

Quantum of rebate: The rebate shall be equal to:
(1) the amount of income-tax payable on the total income for any assessment year or

(2) %12,500.
whichever is less.

However, w.e.f. A.Y. 2024-25, the following proviso has been inserted to give benefit to an individual, who does
not exercise any option and hence by default, he is under the new regime, i.e., section 115BAC(1A):
Provided that where the total income of the assessee is chargeable to tax under section 115BAC(1A), and the total

income—

(@) does not exceed ¥7,00,000, the assessee shall be entitled to a deduction from the amount of income-tax (as
computed before allowing for he deductions under this Chapter, i.e., no deduction shall be allowed from
tax computed at special rates) on his total income with which he is chargeable for any assessment year, of an
amount equal to 100% of such income-tax or an amount of 325,000, whichever is less;

(b) exceeds ¥7,00,000 and the income-tax payable on such total income exceeds the amount by which the total
income is in excess of ¥7,00,000, the assessee shall be entitled to a deduction from the amount of income-tax (as
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. this Chapter, i.e., no deduction shall he
s under this I 1% to the amount b ' all(.)wed fro
an amount cqual to the @ ¥ which the

; Inc
hich the total income exceeds 27,00, Ome.ty,

computed before allowing for he (chucliu'n c
tax computed at special rates) on his total income, © e
payable on such total income is in excess of the ""ﬂou.m N 1.8, 1.9 & 1.10 (given below) onl

Note.—Students should read para 1.3¢(2) and illustrations No. 1.6, 1 Y after Feadj,
all the provisions of income-tax given in this book. . ioh i Y .
Hlustration 1.8 The gross total of R for the assessment year 2025-26 lS_f‘i:’gi’gorgfg}rgght(:?sl;f;?ollo?ﬁirm Capita| &ain

50,000 arising from transfer which has taken place on 12.7.2024, short-term capl atg‘thc tax payable by R assumji 00 Vhich

has taken place on 5.7.2024 and interest on saving bank deposit 112,000,. COmI;Ulgooo ) astming he depOSited

1,00,000 in PPF and paid premium for health insurance by cheque amounting to <15,UUY.

Assume R:

(@) opts to be taxed under the old regime
' ) ime, i ion 115B
(b)  does not exercise any option and hence by default, he is under the new regime, 1., section AEA.

Solution .
ts to be taxed under | Does not exercise any e
Op : Y Optiop
the old regime and hence by default, is
under the new regime
Particulars X . 2 g
Gross total income 4,70,000 470,000
\
Less: Deductions )

U/s 80C 1,00,000 Nil

Uls 80D 15,000 Nil
U/s 80TTA 10,000 1,25,000 Nil Nil
Total income 3,45,000 4,70,000
Tax on 3,45,000/24,70,000 |
Long-term capital gain 350,000 @ 20% 10,000 10,000
Short-term capital gain 230,000 @ 15% - 4,500 l 4,500
Balance total income %2,65,000/%3,90,000 750 ‘ 4,500
15,250 \ 19,000
Less: Rebate u/s 87A 12,500 | 4,500¢
2,750 ' 14,500
Add: Health & education cess (H&EC) @4% \ 110 [ 580
Total tax payable \ 2,860 l 15,080

*  Since, R does not exercise any option and hence by default, hé is under the new regime, i.e., section

115BAC(1A), the rebate shall be allowed only from the income which is taxable at normal rate/rates. It shall
not be allowed from income taxable at special rates.

Illustration 1.9 Take the above illustration but assume that R gross total income is 26,70,000 instead of 4, 0,000 although
the other information in his case, remains the same.

opts to be taxed under the | Does not exem
old regime and hence by default, he s
, under the new regime
Particulars z 2 j‘ d
Gross total income 6.70.000 6,70,000
Less: Deductions -

: /
LisEaG 1,00,000 Nil|
Sk : 15,000 NIl

S 1
U/s 80TTA 10,000 1,25,000 Nil), _—
Total income 595.000 /’w
Tax on ¥5,45,000/26,70,000 - iyt —

L__\ o L//
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Long-term capital gain 50,000 @ 20% 10,000 10,000
Short-term capital gain 330,000 @ 15% 4,500 4,500
Balance total income 24,65,000/5,90,000 10,750 14,500

25,250 29,000
Less: Rebate w/s S7TA Nil* 14,500%*

25,250 14,500
Add: Health & Education Cess (H&EC) @ 4% 1,010 580
Total tax payable 26,260 15,080

* ]:500568(?86 shall be allowed as R has opted to be taxed under the old regime and his total income exceeds

** Since, R does not exercise any option and hence by default, he is under the new regime, i.e., section
115BAC(1A), the rebate shall be allowed only from the income which is taxable at normal rate/rates. It shall
not be allowed from income taxable at special rates.

Illustration 1..10 Take the above illustration No. 1.9 but assume that R gross total income is ¥7,20,000 instead of %6,70,000
although the other information in his case, remains the same.

opts to be taxed under the | Does not exercise any option
old regime and hence by default, he is
under the new regime
Particulars z 3 z z
Gross total income 7,20,000 7,20,000
Less: Deductions
U/s 80C 1,00,000 : Nil
U/s 80D - 15,000 Nil
U/s 80TTA 10,000 1,25,000 Nil Nil
Total income 5,95,000 7,20,000
Tax on %5,95,000/27,20,000 :
Long-term capital gain 350,000 @ 20% 10,000 10,000
Short-term capital gain 230,000 @ 15% 4,500 4,500
Balance total income %5,15,000/36,40,000 15,500 17,000
30,000 31,500
Less: Rebate u/s 87A Nil* 17,000%*
' 30,000 14,500
Add: Health & Education Cess (H&EC) @ 4% 1,200 580
Total tax payable 31,200 15,080

* No rebate shall be allowed as R has opted to be taxed under the old regime and his total income exceeds
¥5,00,000.
** Since, R does not exercise any option and hence by default, he is under the new regime, i.e., section
115BAC(1A), the rebate shall be allowed only from the income which is taxable at normal rate/rates. It shall
not be allowed from income taxable at special rates.

(3) In case of a firm (including limited liability partnership)
Rate of tax 30%
Surcharge: The amount of income-tax shall be increased by a surcharge at the rate of 12% of such income-tax in
case of a firm having a total income exceeding %1 crore.
Marginal relief: The total amount payable as income-tax and surcharge on total income exceeding 21 crore shall
not exceed the total amount payable as income-tax on a total income of Z1 crore by more than the amount of income
that exceeds 21 crore.
Health and education cess: For assessment year 2025-26: 'Health and Education Cess (H&EC) on Income Tax' @
4% on income-tax (inclusive of surcharge, wherever applicable) shall be levied.
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() () In the ease of a domestic company

370
Rate of tax

¢ Seetion LISBAA = 225

o le )
. Conts to be taxed une 5%.
(@) Where the domestic company opts to be 13%

3 3 }
CQeetion HISBAL
. der Sectiot j . i
(0)  Where the domestic company opts to be umd[ " ler scetion TISBAA or LISBAB and its tot
! e taxed under s 2400 crore — 258%
") Where the company does not opt to weeed 2400 cre
e ‘\n‘ul\( kim\in llh .hrcvinu\' year 2022-23 does not exeee s
£UOSS Tece ¢ s year
d)  Any other company - 30% e
(‘ : B ic company opts to be taxed either
Surchavge: Where the domestic company opts
shall be 10% of the tax. cceeds T crore but does not 10 crore, 3 ¢
‘ T income of a domestic company exceeds 2 “Nhargeor
In any other case, if the total income of a ¢ $
7% of tax shall be levied.

aiehare | ‘I P 1207 ¢

i weeeds 210 crore, a surcharge at the rate of 129 of (X shy| be
Where the total income of the domestic company exceeds

levied.

al trnoyer o g

under Section TISBAA or 115BAB, e Surchy,
&

n a1 ol Q. .
Health and Education C For assessment year 2023-26: "Haalth nd ‘{dufd;m“ Cess (HREC) on Income Tay
ealth an ucation Cess: For asses: year 2 ¢ ol be levied.

. . Terever s ~able) shall be le
@ 4% on income-tax (inclusive of surcharge, wherever applicable)

(i) For forcign company: 35%.

< the ostic company exceeds
Surcharge: Where the total income of a company other than a domestic company

X1 crore but dogg not
R10 crore, a surcharge of 2% of tax shall be levied.

> of 5% of tax o v
Where the total income of such company exceeds 210 crore, o surcharge at the mt: of 5% ottta;\ :‘1‘8" be levied,
o i retax ¢ surcharge on total income
Marginal relief: However, the total amount payable as income-tax and surcharge or ncome

; CXceeding
X1 crore but not exceeding 10 crore, shall not exceed the total amount payable as income-tax on a tota] ineome of
X1 crore, by more than the amount of income that exceeds X1 crorw, :
Further, the total amount payable as income-tax and surcharge on total income exceeding 10 erore, shall not exeeeg
the total amount payable as income-tax and surcharge on a total income of 10 crore, by more than the amount of
income that exceeds 210 crore,
Health and Education Cess: For assessment Yyear 2025-26: "Health and Education Cess (H&EC) on Income Tay
@4% on income-tax (inclusive of surcharge, wherever applicable) shall be levied.

1.3f Rate or Rates of Tax

Income-tax is chargeable at the rate or
juridical person opts to be taxed under th
than ¥2,50,000 but does not exc
%2,50,000. If the total income i

rates preseribed in the Finance Act if the individu
¢ old regime, e.g., if the total income of X for the previous year 2024-2
ced 35,00,000, only one vate of tax, e, S0

235 is more
3% shall be charged on the income exceeding
8 35,40,000, two rates of tax mentioned bel

A/HUF/AOP/BOU/Artificial

ow shall be chargeable,
On Income of 22,50,010 to 35,00,000 3%
On Income 0f'35,00,010 to 25.40,000 20%
On the other hand if the total income is 1 1,00,000, three rates of tax mentioned below shall be chargeable:
On Income of 22,50,010 to 25,00,000 %
On Income of 25,00,010 to 210,00,000 0%
— A%
Above 210,00,000 0%
Where, such person does not exercise any

option and hence by

i default, he
wo rates of tax menty

oned below

is a N 0 v e, § ction
115BAC(1A) and if the total income is 26,50,000, l\b l\llgdcrl the n;;v regime, Le., st
sha - Chargeable.
On Income 0f33,00,010 to 26.00,000 = o

| On Income 0£26,00,010 to 19,00,000 10%
On the other hand if the lm

X16,00,000, five rates of tax me

On Income of 300,010 026,00000 ol WX Mentioned below shall be chargeable:
On lnconnﬁ@_(-)j{r()i@}‘f)j()(i)ﬂ() 4—_416(
Onincome of 900010 10 12,0000 e ey
“nneome o000 S |
Above 215,00,000 \\ *‘”“%0’»/
- """‘\\\ __’;/

o
-
p= 4
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The above rate system is known as slab rate of income-tax. However, in case of companies, firms, local authorities, etc.,
we have a system of flat rate of tax, i.e., tax rate shall be same irrespective of the total income of the assessee, e.g., in case of

firm it 1s 30% irrespective of the total income of the firm.

Certain incomes like long-

: term capital gains, winning of lotteries, etc., although form part of total income, are taxable at
special rates prescribed in the Income-tax Act. Questions relating to computation of tax in such case will be done later.

Iustration 1.11 Total income of R who is aged 46 years, for the previous year ending 31.3.2025 is 24,94,900. Compute the

tax payable by him for the assessment year 2025-26. Assume R:
(a) opts to be taxed under the old regime.

(b) does not exercise any option and hence by default, he is under the new regime,

i.e., section 115SBAC(1A).

Solution

Tax on income of previous year is calculated at the rate opts to be taxed under the old | does not exercise any option

prescribed for the relevant assessment year. For previous year regime and hence by default, he is

2024-25, the income-tax shall be payable at the rates prescribed under the new regime

for assessment year 2025-26. It will be calculated as under:

Particulars Tax of : Tax of
Rate of tax payable Rate of tax payable

First 32,50,000/23,00,000 Nil — Nil e

Next 32,44,900/21,94,900 5% 12,245 5% 9,745

(Rate for income-tax between the slab of %2,50,000 & %5,00,000

is 5%)

Less: Rebate u/s 87A (100% of tax or 312,500/%25,000 12,245 Nil 9,745

whichever is less)

Tax payable Nil Nil

Illustration 1.12 Total income of Mrs. R aged 60 years, a resident of India, for the previous year 2024-25 is 210,46,300.

(A) Compute her tax liability for the assessment year 2025-26, Assume Mrs. R:
(a)

opts to be taxed under the old regime.

(b) does not exercise any option and hence by default, she is under the new regime, i.e., section 115SBAC(1A).

(B) What will be tax payable if Mrs. R is non-resident in India.
Solution

(A) Since, Mrs. R is 60 years old, and resident in India, her tax liability will be computed as under:

opts to be taxed under the old | does not exercise any option
regime. and hence by default, she is
under the new regime
Particulars Rate of tax Total tax Rate of tax Total tax
First 3,00,000/23,00,000 (irrespective of age) Nil — Nil —
5% 10,000.00 5% 20,000.00
Next 22,00,000/24,00,000
Next 25,00,000/23,00,000 20% 1,00,000.00 10% 30,000.00
- 9 15% 6,945.00
Next 246,300/346,300 30% 13.890.00 Y
1,23,890.00 56,945.00
Less: Rebate u/s 87A (Nil as the total income exceeds 2 Nil Nil
5,00,000/%7,00,000)
1,23,890.00 56,945.00
Add: Health and education cess @ 4% 4,955.60 2,277.80
1,28,845,.60 59,222.80
Total tax (rounded off) 1,28,850 39,220

off to lower ten.

Note.Tax payable is rounded off to nearest rupees ten. Since the last digit of tax payable is less than 25 or more, it is rounded
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(B) If Mrs. R is a non-resident, the basic exemption llm:ll lbl:ml;:,,cic(;?dcnt or non-resident. e e
regime, it will be 33,00,000 irrespective of individu Opts to be taxed under the old m
regime. and hence by d efault"]ptm"
under the ney, regiysnhe is
e
Rate of tax Total tax M Total (
Particulars — i el
Nil Nil
First 32,50,000/3,00,000 (irrespectiveofage) ) 12,500.00 % 2 - ~=
) 00
Next 2,50,000/%4,00,000
Next 25,00,000/23,00,000 S
) 15%
Next 246,300/246,300 0% 13,850.09 o5ty
1,26,390.00 m
Nil T
Less: Rebate u/s 87A (Nil as the total income exceeds 2 Nil
5,00,000/%7,00,000)
1,26,390.00 56,945.09
: 5,055.60 B
Add: Health and education cess @ 4% =4
1,31,445,.60 595
—\
1,31,450
Total tax (rounded off) ﬂ

Ilustration 1.13 . . . -
(A) Total income of R, an individual who is less than 60 years of age and resident in India, for the previous year 2024.25
(Assessment year 2025-26) is Z15,94,000. Compute the tax payable by R for the assessment year 2025-26. Assume R:
(a) opts to be taxed under the old regime.
(b) does not exercise any option and hence by default, he is under the new regime, i.e., section 115BAC(1A).

Solution
opts to be taxed does not exercise any option and
under the old regime | hence by default, he is under the
new regime

Particulars Tax Liability Tax Liability
First ¥2,50,000/%3,00,000 Nil Nil
Next 2,50,000 @ 5%,/%4,00,000 @5% 12,500 20,000
Next 25,00,000 @ 20%/%3,00,000@ 10% 1,00,000 30,000
On balance %5,94,000 @30%/Next 32,00,000@15% 1,78,200 30,000
Next T Nil / Z3,00,000 @20% : Nil 60,000
On the balance Z Nil / % 94,000 @30% ‘ Nil 28,200
2,90,700 R
Add: Health and education cess @ 4% 11,628 6,128
: > 4_——;7—3-

74,9:
- " 3,02,328 ;__1____7
otal-tax (rounded off) L 3,02,330 w

Note.—Tax payable is rounded off to nearest ru
higher ten, whereas if the last digit of tax payabl

pees ten. If the last digit of tax payable is 25 or more, it is rounded oft 0

e is less than %5, it is rounded off to lower ten.

B) What shall be the tax payable if the total i : . <ident in
(B) o pay 1¢ totalincome of X15,94,000 is of R who is less than 60 years of age but pon-residen

Solution

The tax liability will remain the same as the rates are

1.3g Assessee [Section 2(7)] :

Assessee means a person by whom any
following;:

same, whether R is resident or non-resident in I[ndia.

. 2 the
tax or any other sum of money is payable under this Act and includes

_d




