
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

12 months 

24 months 

36 months 

CA Pooja Kamdar Date

Sec 2(47)- Transactions treated as transfer

by the owner into stock-in-trade of 
a business carried on by him.
5)Maturity/redemption of zero coupon 
bond.

1)Sale, exchange, relinquishment of asset
2)Extinguishment of any rights therein
3)Compulsory acquisition thereof under 
any law
4)Conversion/treatment of capital asset 

 

6)Any transaction involving the 
possession of any immovable property 
in part performance of a contract  
7)Any transaction which has effect of 
transferring or enabling the enjoyment 
of any immovable property.
8)It will also include disposing, parting 
with an asset or interest in the asset.
9)Creating any interest in any asset 
directly/indirectly, absolutely/ 
conditionally, voluntarily/involuntarily

Sec 47-Transactions not treated as transfer

1)On total or partial partition of H.U.F
2)Under gift/irrevocable trust/under will
3)By a Co. to its subsidiary Co. If Parent 
Company held all the shares of Indian 
subsidiary company (4) By a subsidiary 
company to its holding company. If the 
Indian holding company held all the 
shares of the subsidiary company.
5)By the amalgamating co. to the Indian 

an Individual 

Capital Assets are of 2 types 

Long term Short term 
depends on

Period of holding of Assets (POHA)

Listed Equity & Preference Shares, Zero Coupon 

banking institution in scheme of amalgamation
8) transfer of rupee denominated bond 
outside India by a NR to another NR. 
9) Transfer/issue of shares in case of
demerger to shareholders of demerged
company by resulting company

6)Being shares held in an Indian co. by 
the amalgamating foreign company to the
amalgamated. Foreign company in the 

Debt oriented mutual Funds, Unlisted securities.
All remaining assets

10) Transfer of Government security outside
India by a NR to another NR 
11) Redemption of sovereign gold bonds by

scheme of amalgamation if few conditions 
are satisfied
7) Capital asset by banking company to 

amalgamated co. in scheme of amalgamation.

14) Conversion of preference shares into equity shares.

mortgage 

Capital Gain arises on transfer of Capital Asset.
So What is transfer??

15) Being transfer of a capital asset in a transaction of reverse 

12) Transfer of specified capital assets to the Government 
or university, etc
13) Transfer on conversion of bonds/debentures etc into 
shares/debentures.

Bonds,Units of UTI,Equity oriented mutual Funds, 
Listed Securities
Unlisted equity & preference share, Immovable 
Property-Building/land/both

Chart 5.2 Capital Gains - Definition of Transfer



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Particulars 
Sale Consideration
LessICOA/COA
Less:ICOI/COI
Net sale consideration or both plus cash consideration if any
(-)Exemptions  

Gain/ Loss

Generally Capital Gain arises in the year
includible in the cost of acquisition. in which asset is transferred, however

following are the exeptions
1)Insurance Claim received

2)Conversion of capital asset into
Stock in trade
3)Compulsory Acquisition

the value of the asset whichever is 

relevant in computing the Capital Gains

Chart 5.3 Capital Gains - Format & Some Special Cases

Meaning of Cost Inflation Index (CII)
It is the index notified by central government having regarded to 75% of average rise in 
 consumer price index.

Proforma for computation of Capital Gain

Long Term Short Term
XXX XXX

title to the capital asset or to cure such title. Any 
expenditure incurred to increase the value of the 
capital asset is treated as cost of improvement.

Cost of Acquisition (COA)

ICOA COA

54B,54D
54EE,54F
LTCG STCG

XXX
54,54D,54EC,

incurred by an assessee in making any additions / 
improvement to the capital asset. It also includes any 
expenditure incurred to protect or complete the 

Formulas

ICOA (Indexed cost of Acquisition) =
     cost of         X    CII for the year in which
acquisition              asset is transferred

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

whichever is later

Method followed by assessee is not

1)Taxability of capital gains in case of 

ICOI (Indexed cost of Improvement) =

Method of accounting

which it was acquired by the assessee. 
Expenses of capital nature for completing or 
acquiring the title to the property are 

Cost of Improvement (COI)

Cost of improvement is capital expenditure 

Cost of acquisition of an asset is the value for 

ICOI COI
XXX

less

3)Section 55A- valuation officer reference
1)Assessing officer is of the opinion that
value claimed by assessee(based on 
estimated made by registered value)

is less than FMV of asset

FMV of asset exceeds value claimed by 

Specified Agreement

Value of his share being land/building
Full value of consideration= Stamp Duty 

2)FMV deemed to be full value of 

4) Receipt from ULIP u/s 45(1B).  

Section 10(10D) and 45(1B)
Section 10(10D) 

i) Any sum received under life insurance policy 
including bonus shall be exempt u/s 10(10D) 
only if -  (A) If the premium of the policy 

(iii) WEF FA 2021 new provisos (fourth and 
fifth provisos) have been added to this section
(A) In case of ULIP issued on/after 

does not exceed 10% of the sum assured 
(if the policy is taken after 1-4-2012) 
(B) If the premium of the policy does not 
exceed 20% of the sum assured (if the 
policy is taken before 1-4-2012) 

 Special Cases

consideration in certain cases
Where consideration received on 
transfer of capital asset is not ascertainable

then Sale Consideration = Fair 
market value

      cost of         X    CII for the year in which 
improvement          asset is transferred

CII for the year in which the improvement 
took place

it will be taxed u/s 112A and if Short term it will be taxed u/s 111A. 

exempt u/s  10(10D).Also, a ULIP Policy to 
which exemption u/s 10(10D) does not apply

due to applicability of provisos 4th & 5th thereof shall be treated as Capital Asset u/s 2(14)
b)Section 45(1B) – new section inserted by FA 2021. AY 22-23.  

(i) Any profits/gains arising on receipt of any amt including bonus from ULIP is taxed under CG. 
ii) It shall be taxed in the year in which such amount was received. iii)sale consideration 
will be  Amount received including the amount of bonus. (iv) COA = total premium/amt
paid for the policy v)It is treated as equity oriented Mutual Fund. vi) Hence, if long term 

be available for those ULIP where 
aggregate amount of premium does not 
exceed 2,50,000 (5th provisos). 
C) However, the amount received from 
ULIP on death of the person shall be 

1-2-2021 and if the premium payable for 
any PY exceeds 2,50,000 shall not be 
exempt u/s 10(10D). (4th provisos) 
(B) In case of more than one ULIP policies, 

issued after 1-4-2021 exemption shall only 

(ii) However, any sum received Keyman 
Insurance Policy shall not be exempt. 

assessee by more than 25000 or 15% of

2)Assessing officer is of the opinion that 



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Capital assets acquired in 
modes specified u/s 49(1)

50 C is applicable when stamp 
duty value is more than 110%
of actual sale consideration.

arises COA = FMV considered for
calculation of perquisite

COA X  Index of the year in which CG is calculated in foreign currency
100      asset is transferred No benefit of indexation is available

Average rate shall be taken for
calculation.For COA date of
acquisition is considered. For sale

Right Shares both are considered consideration/exp on transfer date
1)If existing shareholders purchase 6) Issue as to whether indexation as on transfer is considered
the right shares COA will be benefit in respect of a gifted 
amount actually paid by him for asset shall apply from the year in 
acquiring such asset.(2)If the which the asset was first held Section 2(42C) Slump Sale means: transfer
shareholder does not buy,he can by the assessee or from the year of one or more undertakings by any means
sell his right entitlement then in which the same was first acquired for a lump sum consideration without 
Cost of right entitlement will be  by the previous owner was taken values being assigned to individual 
nil and there will be STCG/STCL. CIT vs Manjula Shah. The Bombay  assets and liabiliƟes in such sales .
In case of who purchases the right                  no trf. no CG high court held that ICOA in case of a. Entire unit/ undertaking is transferred 
entitlement COA= Amount paid Mr.X Friend sold gifted asset has to be computed by any means . (FA 2021) 
by him for shares+cost of right (Previous IOS COA =IOS with reference to year in which  Transfer meaning is same like SecƟon 2(47).
entitlement Owner) asset was first held by previous b. No value is allocated to individual 

owner. Asset/Liabilities. c. Sale consideration = 

share is less than FMV. Sale consideration will be actual sale 

2) If these shares are sold then CG

perqusite is calculated in the hands
of the employee

shares/securities in Indian Co.

the FMV of such asset as on 
1/4/2001 shall not exceed the 
SDV as on 1/4/2001 WEF AY21-22

 is Nil. 2) Self generated assets like- 
a) goodwill of business / profession 
or (wef AY 22-23) b)a right to 

If capital asset is acquired Self Generated Assets CG in case of transfer of Employee Stock Option Scheme(ESOPS)
before 01/04/2001 1) COA for self generated assets Immovable Property: Sec 50C 1) When employee receives ESOP

Chart 5.4 Capital Gains - Special Cases

i.e. gift, will inheritance transfer 

but doesn’t appeal,he claims

from holding to subsidiary or

in front of assessing officers

purpose. Assessee does not 
agree with stamp valuation

stamp valuation- SDV will be

4) Also to determine POHA, period

2) There will be CG in the hands
as transfer. There will be no CG

of person who further sells the asset
3) COA for such person = COA in

Where assessee agrees with
vice-versa
1) Such transaction are not treated

hands of previous owner

officer & FMV determined by
him will be substituted for
SDV.

of holding of previous owner is

that stamp duty valuation is
more than FMV: In this case

5) COI of previous owner & assessee

Assessing officer will have to
refer the matter to Valuation

value adopted by Stamp duty

capital gain: SDV will be value
finally accepted for this

1/4/2001 should be ignored

Valuation. If assessee files an
appeal for stamp valuation2) ICOA= permits and f)loom hours

Sec 50 B-Slump Sale

considered

3) However in case of the above
assets are acquired from previous 
owner then it is not self generated. 
In such a case COA = Purchase price

Capital Gain in case of NR- 

manufacture, produce or process 
any article or thing or (c)right to 
carry on any business or profession
d) tenancy rights (e)stage carriage 

as on 01/04/2001 
However in case of capital 
asset being land/building/both 

1) COA will be Actual cost or FMV

owner (–) depreciation claimed 

In case of purchased goodwill of 
business/profession if depreciation 
has been claimed COA = Purchase 
Price (-) Total depreciation u/s 32. 
(FA 2021). 
(4)In case any of the above assets 
are acquired in modes specified 
u/s 49(1) COA = COA of previous 
owner  COA = COA of previous 

3) Any cost of improvement before

Capital Gain of Gifted Asset

1) If asset is gifted and provisions

of IOS are attracted then while
calculating CG in the hands of
friend COA = income taxed under
IOS
2) COA,COI,POHA of previous owner

u/s 32 by assessee. 

has been correctly calculated. Same should be submitted within the dates specifiedu/s 
44AB ie., 30th September.

Section 50CA-Transfer of Unlisted shares 

FMV of the capital asset or market value of the 
consideration (monetary & non monetary) 
whichever is higher. 

 goodwill which has not been acquired by the assesse by purchase from previous 
owner. v) For a capital asset where expenditure is allowed/ allowable u/s 35AD cost 
will be Nil. g) Chartered Accountant has to submit a report certifying that net worth 

are not considered

of transfer.(wef AY 22-23) d. The gain can be short term/ long term. e. Even if it 
is long term, benefit of indexation is not available. f. While calculating Net worth, 
remember the following points:(i) For depreciable asset consider WDV.(ii) Ignore 
revaluation (iii) Net worth=Assets-Liabilities
iv) Cost of self generated goodwill will be Nil. Self generated goodwill means

Where consideration received in case of shares other than quoted 

consideraƟon or FMV↑

Gift



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

If advance was received & forfeited 
before 1/4/2014 - It should be deducted

2) If they are issued after 1/4/2001 then COA will be NIL
etc. It will be treated as transfer and 3) POHA is counted from date of issue of bonus share.

COA of shares in amalagamted company will be the same as the
Tax liability is attracted in the year of cost of acquisition of shares in amalgamting company

COA of Indian shares in resultant Co.=COA of shares of demerged
liquidation company

conversion u/s 28 of PGBP. 1)In the hands of company- No CG
in hands of company. To extent of
accumulated profit there will be 1) Not a transfer hence no Capital Gain.
deemed dividend & Company will 2) COAof equity shares= Cost of such preference shares.

1) CG is calculated only if block is have to pay DDT 3) POHA counted from date of preference shares
physically empty or value should sold, then COA = FMV as on date of 2)In the hands of shareholders- 
be zero/negative. conversion there will be CG in hands of
2) They are always short term in shareholders on transfer of the Taxability Buyback of Buyback of sharesBuyback other
nature Benefit of Indexation is  shares in hands unlisted shares by a company than 
not available. 1) It is chargeable as Capital Gain in the by domestic other than a mentioned 
3) COA =Opening WDV of the block year in which compensation is 1st companies domestic in 2 column
+ additions made in tne block received. Subject to Not subject to 
4) A new proviso has been added to 2) Sale Consideration will be total additional tax in the hands 
section 50 so that CBDT can prescribe  Compensation approved in first there will be no CG on conversion IT @ 20% of the company
a manner to determine WDV of the instance by Central Govt/RBI. of debentures into shares including 12%
block of the asset and STCG if goodwill 3) In case of enhanced compensation 2) COA = Cost of convertible surcharge &4%
of a business or profession is forming sale considerationwill be Amount by portion of debentures education cess
a part of the block of asset as on which compensation is further 3) For shares, the period of holding Income tax Taxable u/s Taxable u/s
AY 20-21 and depreciation has been enhanced. In such case CG is calculated will be counted from date of exempt u/s 46A as capital 46A as capital

 claimed on it. calculated again and COA/COI = NIL allotment of debenture 10(34A) gains gains
Shareholders

Company No tax

Shares received in the scheme of Amalgamation

Demerger of 2 foreign companies

Conversion of preference shares into equity shares

Buyback of shares

Conversion of debentures into shares

distributed to shareholders on

Compulsory Acquisition

to Other reasons mentioned above
then there will be no transfer & no 
CG. Capital receipt will be exempt 
from tax.
3) On destruction of stock in trade : it
shall be business/revenue receipt.

Capital gains in case of assets

Depreciable Asset

Accidental Fire, War Attack by enemy,

there will be CG. Sale consideration
will be Insurance claim received/ FMV

2)On destruction of Capital asset due
the year the claim money is received.
of that asset received CG is taxable in

1) It is not treated as transfer so

while determining COA for computing 
CG. Here tax liability is postponed to
year of actual transfer. If advance 
forfeited on/after 1/4/2014 it will be
taxable under sec 56(2)(ix) under IOS

forfeiture of advance.

Conversion of stock into capital asset
1) There will be business income on

2) In case of business income Sale 
Price will be FMV as on date of 
Conversion . 
3) CG will arise when capital asset is 

3) On sale of stock in trade there will

Sale consideration = FMV as on date

FMV as on 1/4/2001

Bonus shares
1) If bonus shares are issued before 1/4/2001 then COA will be 1) Capital Gain will be taxable in year

in whichstock in trade is sold.

Insurance Claim Received
1)On destruction of capital assets by
following modes: Flood,Riot,cyclone,

Conversion of Capital Asset into stockintradeAdvance Forfeited

2) On conversion there will be CG

of  conversion

be business income. For calculating
business income cost will be FMV as
on date of conversion

Chart 5.4 a Capital Gains - Special Cases



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sec Applicable Original CA Re-invested in Time for Conditions on new assets Exemption Deposit 
Re-investment Scheme

54 Individual Long term Residential RHP (Only 1 RHP in India/2 Purchase 1 year before or The R.H.P. i.e. the re-investment should Capital Gains or Re-investment Applicable
& HUF House Property  RHP in India at option of within 2 years or construct not be sold for 3 years from its purchase whichever is lower

assessee where capital gain within 3 years from transfer 
 does not exceeds 2Cr date of original asset

Note : If assessee has exercised the option to purchase 2 residential houses in India, then he shall not have the option of buying 2RHP for section 54 in any subsequent years.
54B Individual Agricultural land situated in Agriculture land in urban/ Purchase within 2 Not be sold for 3 years Capital Gains or Re-investment Applicable

& HUF urban area should be used for rural area years from date of from its purchase whichever is lower
agricultural purpose atleast 2 transfer
years prior to its sale

54D Any AssesseeLand & Building forming part Land & Building forming part Purchase within 3 years Land & Building should Capital Gains or Re-investment Applicable
of industrial undertaking. It has of new industrial undertaking from date of receipt of not be sold for 3 years whichever is lower
been compulsorily acquired compensation from its purchase

54EC Any AssesseeLong term capital In Bonds of NHAI,REC,Power 6 months from the Not be sold for 5 years from its purchase. Capital Gains or Re-investment Not 
asset being land/ Finance corp.Ltd, Indian date of transfer of No loan should be taken for 5 years against whichever is lower Applicable
building or both Railways finance   original asset security of these bonds. An assessee is

allowed to purchase bonds maximum of
 Rs. 50 Lakhs.

54EE Any AssesseeAny Capital asset Unit or units, issued before 6 months from the Not be sold 3 years from its purchase. No Capital Gains or Re-investment Applicable
01.04.2019, of such fund as date of transfer of loan should be obtained for 3 years against whichever is lower
 may be notified by the CG original asset security of these bonds An assessee is

allowed to purchase bonds maximum of
 Rs. 50 lakhs

54F Individual Any long term capital asset R.H.P. only in India Purchase 1 year before or Not be sold for 3 years from its purchase. If entire net consideration is Applicable
& HUF other than R.H.P. assesse within 2 years or construct Assessee should not buy another house for invested then exemption is 

should own not more than 1 within 3 years from transfer 2 years or construct another for 3 years equal to capital gain. If part of
 R.H.P as on date of transfer date of original asset from date of transfer of original capital  the consideration is invested
of the original capital asset. asset.  then proportionate capital gain

 is exempted

Section 
10(37) Capital gain on compulsory acquisition of agricultural land situated within within urban limits will be exempt subject to certain conditions if assessee is individual/HUF.Agricultural land in urban 

area is compulsorily acquired such land has been used for agricultural purposes during the preceding 2 years by such individual /parent of his /by such HUF.Compulsory acquisition takes 
place by Central Government/RBI

10(43) The amount received by the senior citizen as a loan either in lumpsum or in installment in atransaction of reverse mortagage would be exempt from income tax

Exemption u/s 10

Particulars

Exemption u/s 54

Notes: Investing in 2 RHP for Sec 54 in once in a lifetime option. 

Chart 5.5 Capital Gain - Exemptions u/s 10 & 54



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Section 112A Normal 111A
Assets –equity shares , equity oriented Taxed at Equity Shares & Equity Oriented mutual

is not available. However resident mutual funds (ULIP Policy). Tax @ 10% normal rates Funds.(ULIP Policy).  Transacted on 
Individual,Resident HUF can take the on gain exceeding 100000. No applicable Recognized Stock Exchange.STT
benefit of unexhausted basic exemption exemption limit available. However to the assessee  paid It is Taxed @ 15%. Basic
limit. Chapter VI A deduction not benefit of unexhausted Basic  exemption Limit is not available.
 available exemption limit is available to  Resident Individual/HUF can take

individual(R) ,HUF(R) (only for long the benfit of Unexhausted BEL.
Special Case term CG exceeding 100000 Chapter Chapter VIA deduction Not

There will be two options available for  VI A deduction not available. STT should be paid available
(1)listed security(Share, stock, bonds, Benefit  of indexation not available. i)For shares STT should be paid on purchase and sale.
 debenture, Govt. securities, Rights No benefit of rebate available ii)For mutual funds STT should be paid on sale. 
or Interest in securities) not available to (iii) STT shall now be applicable on withdrawl of ULIP policies 
mutual funds (2) a zero coupon bond which are not exempt 10(10D) due to 4th & 5th provisos.
(Option1 ) Tax @ 20 % with Indexation or
(Option 2)Tax @ 10 % without Indexation Note : The Finance (No.2) Act 2019 has levied an enhanced surcharge of 25% and 37%, where
Non Corporate(NR) have option to pay the Total income of individuals/HUF/AOPs/BOIs exceed Rs. 2 crores and Rs. 5 crores, respectively.
 @10% without Indexation However, the enhanced surcharge has been withdrawn on tax payable at special rates under section

111A and 112A on short term and long term capital gains arising from the transfer of equity share in
a company or unit of an equity oriented fund/ business trust, which has been subject to STT.

Chart 5.6 Capital Gain - Taxability

iv) There are certain notified  exemptions where STT payment criteria is  exempted. 

Taxation of Capital Gains

It is taxed @ 20%. Basic Exemption Limit

Tax on Short Term Capital GainTax on Long Term Capital Gain

Section 112



 
 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1a) In respect of interest income any reasonable expenditure 
incurred by way of commission or remuneration to a banker 

 for realizaƟon of such income is deducƟble. 
1b) In respect of dividend income or income from units of 
mutual fund only interest expenditure shall be allowable 
subject to maximum of 20% of such income included in total 
income. 
2)Any sum collected from employees towards welfare fund 
contribution deduction shall be allowed to the extent amount
is remitted within relevant due date under respective Acts
3)In case of family pension deduction equal to 33.33% of
pension or 15000 whichever is less shall be allowed. 
4)In respect of income earned by way of lease rental on letting 

income chargeable under this head can be claimed 
6)Interest received on compensation/enhanced compensation 
in case of compulsory acquisition deduction =50% of such 
income. No other expenditure shall be deductible

Relevance of method of accounting
1)Income chargeable under this head is computed in accordance 
with the method of accounting regularly employed by assessee
2)Books can be maintained both on Cash/Mercantile basis
however taxability of following income is not dependent on 
method of accounting followed by the assessee. 

Acquisition is taxed in the year of receipt. 

•8 incomes which are taxable under IOS
1) Dividend
2)Winning from Lotteries, Gambling,Betting, Casual income
3)Employees contribution from Staff Welfare Scheme
4) Interest on Securities

3) Interest on compensation in case of compulsory 

whether domestic or foreign is taxable in the hands of the 
shareholders at normal rates of tax. 

along with letting out of building & two are not separable
7)Sum received under Keyman insurance policy
8)Gift/Receipts without consideration
9)Shares are issued at premium by Co. other than Govt Co. 
10) Any compensation/other payments by whatever name 

 called in connecƟon with terminaƟon of his employment or 

4) Compensation received on termination of employment
is taxed in the year of receipt. 
5) Basis of Charge for Dividend: 
Any income by way of dividend received from company, 

the notification of the terms & condition will be taxable 
under IOS. It will be Taxed in the year of receipt.

shall be taxable under IOS
•Maturity receipts of Insurance Policy if not exempt u/s 
10(10)D will be taxable under IOS

Sec 59: Deemed Income 
Any amount received or benefit derived in respect of 

Section 57:Deductible/Allowable expense

expenditure incurred or loss or trading liability allowed

deductible

as deduction shall be deemed as income in the year in 
which the amount is received or benefit is accrued. This is 
just like Section 41 of PGBP. 5)Any expenditure incurred by the assessee not being capital 

•Pension received from any Insurance Pension Policy 
shall be taxable under IOS
•Salary received by an MPs/MLAs will not be chargeable 
under Income from salaries but will be chargeable 
`

taxable under the head salary & on which

7)Payments made without deducting TDS/
or  TDS has not been paid there will be 30%

6)No deduction is allowed under any provision
of the Act in computing income from 
winnings from lottery,crossword puzzles,
races including horse races.However in 
respect of activity of owning & maintaining 
race horses expenses incurred shall be 

disallowance. 

Sec 58:Disallowable Expenses

Basic Concepts Sec 56: Basis of charge
1)Income from other Sources  is the last &
residuary head of income.
2)There are following sections under IOS
Sec 56- Basis of Charge
Sec 57- Deductible expenses
Sec 58- Disallowable expenses
Sec 59 - Deemed Income
3)Any income that does not fall under first 

5) Rental Income of machinary,plant,furniture
6)Rental income from letting out plant,machinary/furniture 

•Also, any income not taxable under other heads of income

4 heads of income shall be chargeable to 
tax under this head of income
Example: Royalty, Agricultural Income from

of machinary,plant & furniture with/without building 
repairs,insurance,depreciation etc shall be deducted 

outside India,etc.

TDS has not been deducted 
4)Wealth tax
5)Amt specified u/s 40A Eg:Sec 40A(2),40A(3)

1)Personal expenses
2)Any interest paid outside India on which  
TDS has not been deducted 
3)Any sum payable outside India which is 

expenditure but expended wholly for the purpose of makingNote:  U/s 41 of PGBP bad debts recovered or custom duty
refunded is taxable under IOS.Similarly any expenditure 
which is allowed as expenditure under IOS and later 
recovered shall be taxable under IOS

   CHART 6.1 Income from Other Sources 
Basic Concepts, Charging section, Allowable & Disallowable Expenses



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 



 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chart 8.1 Determination of residential status of various assessees



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Status Income Accrues from Business Connection in 
Resident India 

What is Business Connection? 
1) Direct Connection: Agent Ram of NR Shyam 

Non- a)secure order and enters into contracts
Resident b) agent maintains stock on behalf of

principal for sale 
Status 2)Indirect Connection : Agent Ram of NR Shyam 

R-OR a)secure order and enters into contracts for
Ghanshyam (NR). 

R-NOR b) Ghanshyam Controls Shyam and Viceversa 

c) Z controls Ghanshyam (NR) and Shyam 
where the head sits or where powers are situated No Business Connection is the agent is having 

independent status 

Status 1) Goods purchased in India for exports 
1)If Control & Management Resident Note: 2) No Business Connection on only collection 
wholly in India , Partly in India of news for transmission outside India 
& Partly Outside India If Business Connection is established which income will 3) shooting of movies in India 
2) If Control & Management Non- accrue in India? 4) activities restricted to only display of rough 

Resident Only income realting to operations covered inIndia. uncut diamonds in SNZ 

6)  Activities confined to display of rough 
diamonds  in SNZs.  

5) Agents having independent  status  are  not  
included  in Business Connection. 

conditions 
2) If Karta satisfies 1/none of the
 additional conditions
Note:The place of control & management is the place

 OECD : OrganisaƟon for EconomicCo-operaƟon and 
Development

taken by the entity as a whole are determined.

What is Not A Business Connection? 

SNZ is not a business connection 

the head sits or where powers are situated 

1) Any person falling within this group is ‘Resident’ in India 

wholly outside India

2) If Control & Management wholly 

1) If Karta satisfies both additional 

Residential Status of HUF

outside India
Additional Conditions

Conditions

Conditions
1)If Control & Management wholly in
India , Partly in India & Partly Outside
 India

Residential Status of AOP/BOI/AJP

in any previous year, where during the previous year the 
control and management of its affairs are wholly or partly 
situated inIndia.
2) The place of control and management is the place where 

Conditions

What  is  a   Business Connection

OECD has set out the following principles on POEM:
The POEM will ordinarily be the place where the most
senior person or group of persons (eg board of directors)
makes its decisions, the place where the actions to be

management in that year is in India. 
Place of effective management has been defined to
mean a place where key management and commercial
decisions that are necessary for the conduct of the 

Sec 6(3): Company
A company is treated ‘Resident’ in India
1)If it is an Indian Company i.e Indian company will
always be resident.
2)If it is not an Indian company and its place of effective

business of an entity as a whole are in substance made.

Chart 8.2 Determination of Residential Status of various assessees



 
 

 

 

Significant economic presence [explanation 2A to sec 9(1)(i)]

1)Remittance of income earned outside India Significant economic presence of a NR in India  shall also 

into India is not an Income constitute business connection in India. 

2)Once income is included on accrual basis, it Significant economic presence means- 
shall not be again included on receipt basis.
3)Indian Income will always be taxable in India
 irrespective of Residential Status from such transaction/s

during the previous 

soliciting of business activities/ be atleast 3 lakhs. 

engaging in interaction with 

No. Income R-OR R-NOR NR users in India 

1 Indian Income Y Y Y
2) Income from any property, asset or source of 2 Foreign Income : 
income in India. Business controlled or Y Y N
3) Capital gain on transfer of a capital asset  situated profession Setup in India
 in India. 3 Foreign Income : 
4) Income from salary if service is rendered in India Business controlled or Y N N
5) Income from salary (not being perquisite/allowance) profession Setup outside India

4 Other Foreign Income Y N N

6) Dividend paid by the Indian company  ●Royalty means 
7)In case of interest, royalty and technical fees  a) ConsideraƟon for use of/ right to use patent,
 following should be kept in mind design, model, secret formula, trademark.  In the case of a Non-resident the following shall not, however, 

b) WEF AY21-22 consideration for distribution be treated as business connection in India 
or exhibition of movies is also treated as i) in case of a business for which all operations are not 
royalty. carried out in India - income deemed to accrue/arise in India

 c) Right to use computer soŌware is also royalty. a) Income from advt targeting customers residing in India or 
d) Right to use any property/ information accessing advt through IPA located in India 
●Technical Fees includes-managerial, technical b) Income from sale of data collected from persons residing 

or consultancy services. in India or using IPA located in India. 
c) Income from sale of goods and services using data collected 
from persons residing in India or using IPA located in India.  
ii) Income is reasonably attributable to operation to be 
carried out outside India. - Not deemed to accrue/arise in India

Rules for Taxability of Income in India

excess of 12% of employers contribution

to be received) in India

1) Income from business connection in India

foreign income

Deemed receipt

8) Any sum of money paid/property situated in India
transferred on/after 5th July 2019 by a person resident
 in India of person outside India shall be deemed to

5)For a non resident only his Indian Income is

1)Annual accretion to recognized PF in  

2)Interest credited to recognized PF 
found in excess of rate declared by 

4)In case of R- OR global income will be taxable
 in India. Global income means Indian as well as

receipt outside India may be treated as 
deemed to accrue or arise in India. 
Income deemed to be received in India 
is also included in the total income of
 the assessee

b)Receipt means the first receipt in 

1)Income received in India

to tax irrespective of residential status of 
the assessee & place of accrual of income.

accrue or arise in India

 taxable in India

interest paid shall accrue outside India.
c)In case the payment is made by a NR it will always 
accrue outside India except when it is related to
business or source in India

a)In case it is paid by GOI it shall always accrue in India
(irrespective whether it is related to business or source
in India or outside India)
b)In case it is paid by resident it shall always accrue in
India except when loan, in case of interest is related
to business or source of income situated outside India.
E.g  if loan is taken for project outside India then the 

Nature of Income-Indian/Foreign

1)If income is not received (or not deemed

1.Indian Income - Any of the following 

three is Indian Income

1)If income is received (or deemed to be 
received) in India during the PY and at 
the same time it accrues (or arises or is 
deemed to accrue or arise) in India 
during the previous year.
2)If income is received (or deemed to 

accrues (or arises) outside India during 
the previous year

3) If income is received outside India 
during the previous year but it accrues 
(or arises or is deemed to accrue or arise) 
in India during previous year.
2.Foreign income- 

be received) in India during the  PY but 

Chart 8.3 Residential Status - Other related concepts

to attract tax liability. By fiction of Law, 

would not amount to receipt
2)Income Deemed to be received in India

It is not necessary that an income should
be actually received in India in order 

India, remittance to India after accrual 

a)Any income received in India is liable 

towards pension scheme referred to in 

does not deemed to accrue/arise) in India

Sec 7: Income received /deemed to be 
received in India

2)Income does not accrue or arise (or 

3)Contribution made by employer 

employer is GOI and the employee is a citizen of India)

5) Tax deduction at source (TDS)

 if service is rendered outside India (provided the

4) Transfer of balance from 
section 80CCD

unrecognized to recognized PF

6)Income from undisclosed sources
INCOME ACCRUES IN INDIA MEANS

However, where a business connection is established by reason 
of significant economic presence in India, only so much of 
income as is attributable to the transactions or activities 
reffered to in (a) or (b) above shall be deemed to accrue or 

arise in India. 

Further, the above transaction or activities shall constitute 
significant economic presence in India,  whether or not- 
i. the agreement for such transactions or activities is entered 
in India.  ii. the NR has a residence or place of business in India
iii. the NR renders services in India. 

Nature of transaction Condition

year should exceed 2 crore. 

 SystemaƟc and conƟnuous  The number of users should 

of data or software in India

a) In respect of any goods, 
services or property carried out 
by NR with any person in India 
including provision of download 

Government i.e. 9.5%
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1)Asset is not transferred but indirect transfer. Accretion to asset is not clubbed the minors income is not clubbed.
income arising from the asset Husband& wife relationship should subsist at both No clubbing in 3 cases: (1) Minor 
is transferred in such a case points (1) when asset is transferred (2) when income earns income out of its own skills 
income will be clubbed in the is earned . After separation no clubbing will take (2) Minor earns income out of 

place. If capital given by spouse is invested in physical labour (3) Minor is 
2)Asset is transferred but it business proportionate profit = Total profit/total handicapped covered u/s 80U
is revocable then income from Capital given as on 1st day X capital given by spouse 9) Clubbing Provisions are 
the asset will be clubbed in as on 1st day. If capital is given by spouse is invested applicable in case of HUF:
the hands of  transferor in partenership firm share of profit: no clubbing Before partition: If an individual 
3)If individual has substantial as exempt. Salary of partner: No clubbing as it is transfers his self occupied 

interest in an organization & received for the work done. Interest on capital: property to HUF, then income 
his/her spouse works in org. proportionate interest will be clubbed in the hands there from will be clubbed 

2) Clubbing stops when child attains without professional skill/ of spouse. Clubbing will not take place if asset is in the hands of transferor.
majority.(18 yrs) expertise/experience then acquired out of pin money. No clubbing if asset After Partition If the property
3) Clubbing shall take place in same head of remuneration will be clubbed is transferred with connection to live apart is transferred by an individual 
income as in case of transferee in the hands of individual  5)Individual transfers an asset to sons wife for to HUF is received by the spouse 
4) Negative income is also clubbed Substantial interest means inadequate consideration then income arising from of that individual, then income 

equity shareholding is not asset will be  clubbed in hands of transferor from the property will be clubbed 
less than 20% of voting rights 6)Individual transfers as asset to trust/AOP/third party in the hands of individual.
along with the relatives or for benefit of spouse then income arising from the example: HUF consists of Mr.X
in other concerns the share asset will be clubbed in hands of transferor Mrs X, major son, minor daughter
of profit is not less than 20% 7)Individual transfers an asset to trust/AOP/Third After partition of HUF the 

8) Income will be eligible for exemptions & 4)Individual transfer asset party for benefit of sons spouse then income from property is equally divided.
deductions under particular head other than HP to his/her spouse the asset will be clubbed in the hands of transferor
9) Credit of TDS/ Advance tax  will be given for inadequate consideration 8)Minors income is clubbed in the hands of mother or
to that person in whose hands income hands then income from asset will be father whose other income is higher
income is taxable. clubbed in hands of transferor There is an exemption u/s 10(32) upto 1500 pa per
  •Asset may be held in same minor child. If parents are separated clubbing will take

 form/fifferent form. Income on place in the hands of parent who maintains the child
income will not be clubbed Once minor income is clubbed in the hands of mother/
Clubbing is also applicable in father clubbing continues in the hands of same parents
case of cross transfer or till minor attains majority. If parents are not alive 

7) Income of minor married daughter is also
clubbed in the hands of parents

the income earned by other person to be 
clubbed in the hands of tax payer though

person.

Some Important Points
1) Minor child includes step child & adopted
child. 

5) If tax is not recovered from transferor then

legally income belongs to some other

Clubbing takes place in the following 9 situations

hands of the transferor

AO can recover it from transferee.
6) Clubbing is mandatory in 9 cases

there are certain proivisions which enable 

Basics 
With an intention to curb the practice of 
reducing the tax liability by transferring
assets to their family where direct/
indirect benefit is derived by tax payer 

Chart9.1 Clubbing of Income (Section 60-64) 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chart 12.1: Deductions- Basics



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sections Particulars
80GGB 1)Any sum contributed in the previous year by Indian Company to any political party or electoral trust. Deductions = Amt of
Indian 2)     The expenditure incurred, directly or indirectly, by company on advertisement in any publication Contribution
company souvenir, brochure, tract, pamphlet shall also be deemed to be a contribution.

3)Political Party is registered under 29A of the Representation of Peoples Act
4)Electoral Trust refers to it is a Section 8 company or Non-profit company created in India for orderly
receipt of voluntary contribution from any person and for distributing the same to the respective 
political parties registered under section 29A of the representation of peoples Act 1951.
5)     Cash contribution is not eligible for deduction

80GGC 1)Deduction not available to a local authority or AJP Deductions = Amt of
Any person 2)Also not available to Company Contribution

    All points same as above
80JJAA 1)Deduction in respect of employment of new employees. i.e business is not formed by splitting/reconstruction 30% of the 
Assessee of existing business. additional employee 
having 2)What is additional employee cost cost
business a)It is emoluments paid to additional employees
income & b)For a new business, employees appointed in the first year will be treated as additional employees

is covered c)For existing business, additional employees will be there only if there is an increase in the number of 
u/s 44AB employees as compared to the last year.

3) A report by Chartered Accountant should be furnished
4)The following employees shall not be considered 
a.   Employees whose emoluments are more than 25000 pm 
b.   Employees who do not participate in Provident Fund
c.    Employees employed for less than 240 days ( for a period of less than 150 days in case of manufacturing of 
apparel and footwear or leather products)(w.e.f. AY 19-20)
d.   Such employees for whom PF is paid by the Govt, are also not considered
If emoluments are paid in cash then it is not considered as deduction

80QQB 1)   Deduction is available in respect of income as a author or Co-author. Deduction = Royalty 
Resident 2)   He can be author of books relating to literature, arts or scientific nature. Books will not include diaries Income or 3,00,000↓
Individual  journal, magazines, newspapers or school textbooks.

3)   Royalty income may be lumpsum or otherwise
4)   While calculating royalty Income for this deduction remember two rules:
a)If royalty is earned in foreign currency, money must be brought in India, within 6 months from end 
of the previous year(b)If royalty is earned as % it must be restricted to15%.
5)If assessee wants to claim this deduction he must file the ROI within due date u/s 139(1) (w.e.f AY 19-20)

Deductions

Chart 12.5: Deductions- 80GGC-80QQB



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sections Particulars
80RRB 1) Assessee is a owner/co-owner of a patent Deduction = Royalty 
Resident 2)  The deduction is available to a person who is registered as inventor under the Patents Act, 1970 Income or 3,00,000↓
Individual, 3) He earns royalty income from use of the patent
being a 4) In case royalty is earned in foreign currency, money must be brought to India within 6 months from end of PY

patentee 5) If assessee wants to claim this deduction he must file the ROI within due date u/s 139(1) (w.e.f AY 19-20)
6)wef AY 20-21 assessee can claim the deduction only if an audit report in prescribed format is 
furnished before the due date specified u/s 44AB. (30th September )

80TTA 1. Interest earned on saving a/c, opened in any banks, Co-operative banks or post office is eligible for this Deduction = Interest
Individual deduction. or 10,000 ↓
or a HUF 2)  Interest on FD’s or term deposits not eligible for this deduction.
(R/NR) 3) This deduction is applicable to  an individual  who is not a Senior Citizen 
80TTB 1)     Interest earned from savings account, fixed deposits and time deposits eligible for the deduction. Deduction = Interest 
 Individuals 2)     Bank account opened in any banks or post office eligible. or 50000 ↓
being Senior 3)     Also only those deposits are covered which are held with banking company post office or co-operative 
citizen societies.

4)For senior citizens TDS shall be deducted only if the interest amount exceeds 50,000
5)They cannot claim deduction u/s 80TTA

80U 1) A certificate from doctor should is obtained. Fixed Deduction of 
Resident 2) Deduction u/s 80DD and 80U cannot be claimed simultaneously. 75,000 and a higher 
Individual 3) Benefit of deduction under this section has been extended to persons suffering from autism, central palsy deduction of 1,25,000
who is and multiple disabilities in case of severe
handicapped Covered under Person Disabilities Act disability
and  who 
suffers 40% 
disability

Deductions

                            Chart 12.6: Deductions- 80RRB-80U



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Individual HUF
Yes Yes

Contribution to statutory and recognized provident fund. Yes
Contribution towards 15years Public Provident Fund in the name of the assessee or the spouse or any child of the assessee or Yes Yes
any member of HUF.
Contribution to an approved superannuation fund. Yes
Purchase of National Savings Certificates VIII Issue (including interest accrued and reinvested.) Yes yes
Contribution for participating in the unit linked insurance plan, in the name of the assessee or the spouse or any yes yes
child of the assessee or any member of HUF
Subscription towards notified units (equality savings) of Mutual Fund or UTI. Yes yes
Subscription to Home loan accounts Scheme of the National Housing Bank or notified Pension Fund of the National Housing Bank. Yes yes
Expenditure incurred on the education of children (for maximum of two children) by way of payment of tuition fees(excl.donation or Yes
development fees) to any university/college/school or other educational Institution
Payment made towards the cost of purchased / construction of residential house yes yes
Investment in Debentures and Equity shares in public company (approved by CBDT) engaged infrastructure including power sector yes yes
or units of a Mutual Fund (approved by CBDT) proceeds of which are utilized for the developing  infrastructure facility.
Fixed Deposited with Bank for minimum period of 5 years under the scheme notified by CBDT yes yes
Bonds of Nabard yes
Deposited under Senior Citizens savings scheme yes
5 year FD with post office. yes yes
Notified security in the name of self, girl child or any girl child for whom he is a legal guardian yes
Sukanya Samriddhi Yojana. yes
WEF AY 20-21 Assessee being an employee of Central Government shall be eligible for deduction u/s 80C(1) in respect of a yes yes
contribution to specified account of pension scheme referred to in Section 80CCD for a fixed period of not less than 3 years & which is 
in accordance with scheme as may be notified by central government

Chart 12.7 Deductions- List of 80C

from disease u/s 80DDB not exceeding 15% of sum assured.

Investments/Payments
Life insurance premium to effect or keep in force an Insurance Policy on the life of the assessee or on the life of the spouse or any 
child of the assessee or member of HUF (not exceeding 20% of the Capital sum assured)In case of policies issued on or after 1-4-12 not 
exceeding 10% of sum assured In case of policies issued on or after 1-4-13 for a person with disability u/c 80U or A person suffering 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sr. Maximum Deduction
No. Limit (%)

1 National Defence Fund set up by the Central N.A. 100%
2 Jawaharlal Nehru Memorial Fund N.A. 50%
3 Prime Minister’s Drought Relief Fund N.A. 50%
4 Prime Minister’s National Relief Fund or Prime Minister’s Citizen Assistance and Relief in N.A. 100%

Emergency Situations Fund (PM Cares Fund) inserted by the taxation and other laws (Relaxation of 
Certain Provisions ) Ordinance 2020 wef 1-4-2020

5 Prime Minister’s Armenia Earthquake Relief Fund N.A. 100%
6 Africa (Public Contributions-India) Fund N.A. 100%
7 National Children’s Fund N.A. 100%
8 Indira Gandhi Memorial Trust N.A. 50%
9 Rajiv Gandhi Foundation N.A. 50%

10 National Foundation for Communal Harmony N.A. 100%
11 An approved university/educational institution N.A. 100%
12 The Maharashtra Chief Minister’s Relief Fund during October 1, 1993 and October 6, 1993 and N.A. 100%

the Chief Minister’s Earthquake Relief Fund
13 Any fund set up by the Government of Gujarat for providing relief to victims of earthquake in Gujarat N.A. 100%
14 ZilaSakshartaSamiti N.A. 100%
15 National Blood Transfusion Council and State Council for Blood Transfusion N.A. 100%
16 Fund set up by a State Government for the medical relief to the poor N.A. 100%
17 Central Welfare Fund of the Army and Air Force and the Indian Naval Benevolent Fund N.A. 100%
18 Andhra Pradesh Chief Minister’s Cyclone Relief Fund N.A. 100%
19 National Illness Assistance Fund N.A. 100%
20 Chief Minister’s Relief Fund or Lieutenant Governor’s Relief Fund N.A. 100%
21 National Sports Fund or National Cultural Fund or Fund for Technology Development and Application. N.A. 100%
22 Any other approved fund or any institution which satisfies conditions mentioned in Section 80G (5). See Note 50%
23 Government or any local authority to be utilized for any charitable purpose other than the purpose See Note 50%

of promoting family planning 
24 Any authority constituted in India (or under) any law enacted either for the purpose of dealing with See Note 50%

and satisfying the need for housing accommodation or for the purpose of planning, development 
or improvement of cities, towns and villages, or for both

25 Any corporation specified in Sec 10(26BB) for promoting interest of minority community See Note 50%
26 Government or any approved local authority, institution or association to be utilized for the purpose See Note 100%

of promoting family
27 Any notified temple, mosque, gurudwara, church or other place (for renovation). See Note 50%
28 The Indian Olympic Association or an institution notified by the Central Government for the See Note 100%

development of infrastructure for sports and games in India (only donation by a company)
29 Any trust, institution or fund to which Sec 80G(5C) applies for providing relief for victims of N.A. 100%

earthquake in Gujarat (contribution could be made during January 26, 2001 & September 30, 2001)
30 National Trust for welfare of Persons with Autism, Cerebral Palsy, Mental Retardation & Multiple Disabilities N.A. 100%
31 National Fund for Control of Drug Abuse, Swachh Bharat Kosh& Clean Ganga N.A. 100%

Donee

Chart 12.8 Deductions - List of 80G 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Advance tax is a payment mechanism in 
which tax is deposited by assessee in 
installment instead of entire amount 
deposited at the end of FY. For Assessee's 
point of view advance tax is helpful for 
fund management as the tax liability is 
divided in installments. Advance Tax = tax 
on current income - {TDS + TCS} 

Note: If due date of advance tax installment
is holiday, advance tax paid on the subsequent
working day is treated as paid on the due date
(2)When advance tax is paid by cheque,
payment would be deemed to have been made
on the Date when the cheque was handed over

Chart 14.1 Advance Tax

Advance tax will be paid in 4 installments
of 15%, 45%, 75%, 100% of tax payable on 

15th Dec, 15th March respectively. In case of all assessees. Payment of 
tax made before 31st March of the FY shall be treated as Advance Tax paid. 

Sec 211: Due dates of payment of Adv tax

on current income by 15th June, 15th Sept,
and submit tax accordingly.

Sec 210:Payment of Advance Tax
Payment of Advance tax may be made in the 
following ways
1)By assessee on his own (2) pursuance of 
Notice of AO (3) pursuance  of revised order 
of  AO. Note: If taxpayer has not paid Adv tax,
then AO can pass order specifying the 
installments in which Adv. Tax should be paid. 

encashed few days later is totally immaterial.
The fact that cheque so delivered was 
provided the cheque is cleared in due course.

be considered for the purpose of

payable thereon Sec 210(1) and (2)
A.O. can  pass this only upto Feb. Assessee 
can submit lower/higher estimate of income 

A person who pays any installment
or installments may, increase or 
reduce the amount of advance tax
payable in subsequent installment(s)
in accordance with his estimate of
current income and the advance tax

computing advance tax in case of
specified classes of assessees.
The specified percentage of advance
tax shall be paid by the assessee on
his accord on or before the due date
of each installment. 

have income from PGBP need not pay
advance tax. Such senior citizens may

6)However, for senior citizens who do not

discharge their liability by payment of
self assessment tax.  [Section 207(2)]. 

Chapter  VI-A).
2)The assessee shall then compute
the income-tax payable on his
current income at the rates in force

Sec 209: Procedure for 
computing advance tax payable
1)An assessee has to first estimate 
his current income (under five
heads of income after applying the
provisions of aggregation of income

in the financial year
3)The tax so calculated shall be 
reduced by the amount of tax which
has been actually deducted at source
4)Net agricultural income is also to

Sec 208: Applicability of Adv Tax 
1.All taxable incomes (including capital Gains,
Winnings from lotteries, Crossword puzzles,
etc.) are liable for Advance Tax.
2)Obligation to pay Advance Tax arises
where advance tax payable in a year is
Rs.10,000/- or more.
3)The provisions relating to advance tax
apply to all assessees. 
4)W.e.f. AY 2017-18 -Assessees covered
u/s 44AD is to pay advance tax of the
whole amount in one installment on or

before the 15th March of the financial year
5)W e f AY 18-19 even assessees covered
u/s 44ADA to pay advance tax of whole
amount on or before 15th of March every
year.

and set-off or carry forward of losses
and allowing deductions under

Govt. in the form of Advance Tax. 

 security or sweat equity shares. 

What is Advance Tax And Why it is paid 
in Advance 
Tax is a major source of fund for any Govt.
in the world. In India as per general 
provision of the Income Tax Act,1961 
every person whose income exceeds 
threshold exemption limit is liable to pay IT. 
However for speedy and efficient tax 
collection a mechanism is developed by 

end of the relevant AY. (2) from the date 
of the sale of such specified security or 

 sweat equity share by the assessee or 
(3) from the date of the assessee ceasing 
to be the employee of the employer who 
allotted or transferred him such specified 

ESOP’s by an eligible startup. The 
allotment is free of cost or at 
concessional rate then the employee 

 must pay tax within 14 days from the 
earliest of the following dates 

1) after the expiry of 48 months from the 

required to be deducted but is not 
actually deducted. (b) Sec 191(2). In case 
of an employee who has been allotted 

following AY . However assessee is 
required to pay advance tax during
the PY itself on the basis of estimated 
income u/s 207.  

Direct Payment of tax by Assessee
a)In following cases tax is directly payable 

Tax is recovered from assessee
in following ways
1)Advance tax 
2)Tax deducted at Source
3)Tax collected at source
Income of the PY is taxable in the 

by assesse Section 191(1). 
1) on Income on which no TDS is to be 
deducted. (2) on Income where TDS is 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1)There is no penalty for non payment of Circumstances in Rate of Period Amount on 
Advance Tax. which interest is interest which interest 
2)However assessee is liable to payable u/s 234C is to be paid
compensate delay / non payment  by way Where advance tax Simple Three 15% of tax due 
of simple interest.  Paid on or before interest months on returned 
Sec 234B:Interest payment fordeferment 15th June is less @ 1% p.m. income minus 
of Advance Tax than 12% of tax advance tax 
If advance tax is not paid or the amount of  due on returned paid upto 
advance tax paid is less than 90% of the income 15th June
assessed tax, the assessee shall be liable to Where advance Simple  Three 45% of tax 
pay simple  interest @ 1% p.m. u/s 234B tax paid on or interest  months due on returned 
from 1st day of assessment year up to before 15th Sept @ 1% p.m. income minus i.e. winning from lotteries,gambling 
date of deposit tax & interest. is less than 36% of total advance 3.  Amount of dividend income u/s 

tax due on tax paid upto 2(22)(a)/(b)/(c)/(d) excluding 2(22)(e) 
returned income 15th September 4. Income under the head PGBP arises 
Where advance Simple  Three 75% of tax 
tax paid on or interest  months due on returned 
before 15th Dec @ 1% p.m. income minus 
is less than 75% of total advance 
tax due on tax paid upto 
returned income 15th December
Where advance Simple One 100% of tax 
tax paid on or interest month due on returned 

Wef AY 20-21, while calculating interest before 15th March @ 1% p.m. income minus STCG : Short Term Capital Gain
u/s 234A, 234B, 234C, relief of tax allowed is less than 100% of total advance LTCG : Long Term Capital Gain
u/s 89 shall be deducted, tax credit u/s tax due on tax paid upto 
115JD should also be deducted. Whne opted returned income 15th December
scheme of Section 44AD/44ADA interest 

Chart 14. 2Advance Tax

Penalty for non payment of Advance Tax

section 234C (1)]

Sec 234C:Interest payment for deferment of  
Advance Tax 

Short payment of Advance Tax in
case of Capital Gain/Casual 

Income[First Proviso to 

March.

However, the assessee has paid the whole
amount of tax payable in respect of such
income as part of the remaining
installments of advance tax which are
immediately due, or if no installment is

due, then such tax is paid before 31st 

to in Section 2(24) (ix) 

under the said head for the first time.

under estimate or failure to estimate
the amount of STCG/LTCG
2. Income of the nature referred 

No interest u/s 234C will be 
levied in respect of any shortfall 
in the payment of advance 
taxdue on the returned income if:    
1. The shortfall is on account of 

shall be levied if advance tax paid on or before 15th March is less than 100% of advance tax payable.

Such interest is calculated on the amount 
of difference between the assessed tax & 
the advance tax paid. Assessed tax is tax 
calculated on total income less tax deducted
or collected at source. While calculating the 
interest relief u/s 89 shall be reduced. 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The objective of tax deduction at source is to avoid the time gap in deriving the income and  payment of tax. This ensures regular flow of tax to the
government.Payments in respect of certain income require deduction of tax at source.TDS is required to be deducted by the payer of income. 
Different rates of TDS are provided for various payments made . Only in case of salary payment, employer shall deduct tax at rates applicable for 
individual assessee 

Always Gross Amount is charged to tax. Gross Amount = Net Amt+TDS.ie. TDS deducted is treated as Deductees Income, adjusted against tax liability
---- Indicates that TDS needs to be deducted at the time of payment

Nature of payment Rate Payment in excess of Remarks
TDS is to be deducted at the prescribed rates applicable to 
Individual/Women & Senior Citizen.TDS is required to be deducted where 
the salary payment exceeds the basic non taxable limit.

Premature withdrawal Not applicable if amount withdrawn is after 5 years of contribution 
From employee provident (in case of recognized PF)
Fund 

Rs. 5000 in case of 1) No need to deduct TDS on Securities of State & Central Government. 
Listed/Unlisted 2) However on 8% Savings Bonds 2003 & on 7.75% Savings Bonds 2018. 
Debentures for I/HUF. TDS shall be deducted if the interest exceeds 10,000 (wef AY 19-20)
No threshold limit for 
other Securities 

Dividend including 10% Rs 5000 for Ind. No TDS needs to be deducted when domestic company has paid DDT
Dividend on preference Shareholder for any TDS has to be deducted before making payment of dividend. 
Shares Mode other than cash. 

No threshold limit in 
other cases

Interest other than 1. Interest by a firm to a partner of the firm.
Interest on securities 2. Interest on compensation amount awarded by Motor Accidents Claims 

Tribunal where  aggregate of interest income in FY does not exceed 50000
40,000 3. Interest on savings bank account
50000 4. Interest on Zero Coupon Bonds issued by infrasturucture Capital 
5,000 Company Capital Fund/Public Sector Company/Scheduled Bank

not be liable to deduct TDS under this section. 7) TDS made applicable on interest on recurring deposits
8) While considering the threshold limit the aggregate interest credited Or paid by all branches of bank which has adopted CBS
9)Assessee has taken loan from Bank and pays Interest to the bank, no need to deduct TDS. 

Interest on Securities 10%

10.00%

5. If the payee is a Senior citizen (60 years more) then no  TDS upto Rs.50000(wef AY19-20)

Tax deducted is income received. TDS is deducted at the time of payment or credit whichever is Earlier 

All About TDS - Sections 192 to 194

6) Ind/HUF whose turnover or gross receipts in preceeding financial year does not exceed  the amount specified (1Cr/50 lakhs) shall 

Salary 

10%
Rs 50,000

Avg rate of I. Tax

Bank to assessee
Bank to Sr. Citizen

Assessee to any person

Chart 14.3- Tax Deducted at Source - Sec 192 - 194A

192A

193

194

P
192

P

P

194 A

P



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Nature of payment Rate
Payment in excess 
of 

Remarks

Winning from lottery 30% In case winnings are in kind or partly in cash partly in kind the deductor 
Crossword, Puzzle, card must ensure that the tax has been paid before releasing the winnings.
Game, Other games of 

0
Winning from Horse 30%
Races
Payment to contractor 1. Payer is an I/HUF ,where total sales, gross turnover of from business or 

profession does  not  exceed 1 Crore/ 50 Lakhs during the preceeding FY then 
not required to deduct TDS. 
2. Any sum paid or credited to the account of contractor by I/HUF & such sum 
is incurred exclusively for personal purposes of such I/HUF member.

Payee 3. If payment made to transport contractor(u/s44AE) who furnishes declaration
1% Ind/HUF & PAN , no TDS should be deducted. 
2% Other 4. However, if no PAN is furnished, rate will be 20% (for all assessees)
0% Transporter 5. Contracts for rendering professional services will get covered u/s 194J.

5% Rs. 15,000 N.A.

Life Insurance payment 5% 1,00,000 or more Conditions: Amount should not be exempt/s 10(10D) 5% TDS is to be 
194DA  deducted on income component wef 1/09/2019 of Insurance payout.
Payment to NR - If TDS for non- resident is deducted, then 4% education cess will be added 
sportsmen or entertainer on TDS rate.
or sports Association 
Payment under National 10% Rs. 2500 Exempt if the payment is made to the legal heir. 
Saving Scheme 
Commission on sale of 5% Rs. 15,000
Lottery tickets 
Commission, Brokerage 5% Rs. 15,000 1. In case of any payment payable by BSNL/MTNL towards commission or 

brokerage to PCO.
2.I/HUF  whose turnover / gross receipts in preceeding FY does not exceed  amount 
specified (1Cr/50 lakhs) shall not be liable to deduct TDS under this section. 

Chart 14.4- Tax Deducted at Source - Sec 194B-194H 

of Goods or Passengers( other than railways). Includes catering contracts. Now FA 2020 has amended the definition of work to provide the 

10,000

10,000

Rs. 30,000 per 
contract or Rs. 

100000 p.a.

Works Contract includes a contract/ sub contract for advertising, broadcasting, telecasting , production, of programmes. It also includes carriage

the following If any product is manufactured  or supplied according to the requirements of the customer it shall be treated as works
 contract if the material is Supplied by customers, its associate  defined u/s 40A(2)( b)
However, work will not include manufacturing or supplying If the material purchased from a person other than such customer or associate of 
such customer.

Insurance Commission 

P

194 B

194 C

P

194 D

194 DA

194 B

P

194 

P

194 EE

194 G

194 H



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Month Payment

April 07-05-2022
May 07-06-2022
June 07-07-2022

Amount July 07-08-2022
XXX August 07-09-2022
XXX September 07-10-2022

8) For Interest on Securities and on other interest XXX October 07-11-2022
Threshold limit XXX November 07-12-2022

5000 XXX December 07-01-2023
No TDS deductible XXX January 07-02-2023
10,000 XXX February 07-03-2023
10,000 XXX March 30-04-2023
No threshold limit XXX

XXX
40,000 XXX
50,000 XXX
5,000 1) In case the employee leaves job and joins with another employer, he may furnish

9) Sec 206AA: if deductee does not provide PAN then tax should be deducted at higher details of his previous employment in Form 12B to his subsequent employer. 
rate. Sec 206AB: rate of TDs for non filers of ITR is also higher. If person has not furnished Subsequent employer shall be bound to take this information for 
the ITR for the last FY and TDS plus TCS 50,000 or more for the last FY then such person the purpose of tax deduction u/s192. In case, the employee chooses not to 
shall we are non filer. furnish the details of income of other employment, the employer shall 
206 AA - 20% or normal rate ( whichever higher) For 194O & 194Q - 5% or rate ↑ deduct tax only in respect of salary paid by him-Sec. 192(2).
206 AB - Twice the rate or 5% ( whichever higher). NA- 192/192A/194B/194BB/194N 2) Employee may apply in form NO. 13 to the AO for lower/ no deduction of Tax.
Note: If both - No PAN and non filer then rate as per 206AA or 206AB ↑ 3) In case PAN is not provided TDS shall be deductible at MMR. Employer 

being an eligible start up responsible for paying any income to the assesse 
by  way of perquisite being any specified security/sweat equity shares allotted Every person who fails to deduct tax or fails to pay the tax 

Normally TDS is to be deducted on payment or credit whichever is earlier. or transferred free of cost /at concessional rates to the assesse, has to deducted shall be treated as assessee in default.
However in case  of the following TDS is to be deducted on payment basis. deduct or pay as the case may be tax on value of such perquisite provided 

to its employee within 14 days from the earliest of the following dates- 1)Fails to deduct TDS
 a) aŌer expiry of 48 months from the end of the AY

b) date of such sale of such specified security/sweat equity share by assessee 2) Fails to deposit 
c) from the date of the assesse ceasing to be employee of the employer 
who allotted such shares. Such tax has to be deducted or paid on the basis 3)TDS return not filed
of rates in force for the FY in which said specified security / sweat equity late fees u/s 234E

7) Payment under National Savings Scheme  share is alloƩed or transferred. 
8) Cash withdrawal from banks 

4) Provide in correct 
detail in TDS return

Tax Liability 

 When should the deductor deduct TDS?

Chart 14.7- Tax Deducted at Source- Other Points

Loss only from HP
GTI 
Less: Deductions under Chapter VIA 
80C, 80CCC, 80CCD, 80D, 80DD, 80DDB, 80E, 80G, 80U
NTI
Tax 
Surcharge/Rebate(whatever is applicable)
Tax + Surcharge
Add: Cess

31-07-2022 15-08-2022

from due date
Penalty Minimum - 10,000 
Maximum - 1,00,000

31-10-2022 15-11-2022

31-01-2023 15-02-2023

5. Every person required to deduct TDS should submit quarterly 
statements.

Consequences in case of default

Notes: 
1. E-payment is compulsory for companies and those covered 
under tax audit. (2)It is compulsory to generate Form 16A (others) 
& Form 16 (Salary) from TRACES website.(3) For transfer of 
immovable property (other than agricultural land) Form26QB 
challan cum TDS statement is applicable (16B-TDS Certificate.)
4. Tax deducted under sections 194-IA, 194-IB, 194M have to be 
remitted within 30 days from the end of the month of the 

31-05-2023 15-06-2023

7)If TDS for NR is deducted, then 4% education cess will be added on TDS 

4) Co-operative banks now required to deduct TDS on int on time deposit
of sec 115 BAC he must intimate to the employer. 
When: TDS is deducted at the time of payment 
If no PAN of employee: Deduct tax at MMR 

another Co- Operative Society. Particulars 
Salary from employer 
Other income (declaration given by employee) 

1) Bank/post office paying any assessee
2) Bank /post office paying interest to Sr.Citizen 
3) Assessee(other than bank) paying interest 

4) Interest on 8% Saving Bonds 
5) Interest on other Securities

2)TDS is to be deducted on the amount without GST component. 
3) TDS is required to be deducted u/s 194J on acquisition of software. 

A) Interest on Securities
1) Int. on debentures paid to I/HUF
2) Interest on CG/SG Securities
3) Interest on 7.75% savings bonds 

Interest on other securities

5) No TDS is required to be deducted on interest paid by co-operative Bank to 

6) Surcharge & edu cess are not to be added while deducting TDS in case of R. 

TDS On Salary 
a) Deductor : Employer 
Deductee : Employee 
Applicable : Employer should deduct TDS where salary payment exceeds BEL. 
Rate : TDS is deducted at tax rates in force (if employee intends to opt for provisions 

Important Points for Tax Dedction

Return /Other Issue of

After Deducting TDS when to pay it to the Government? 

certificates to the deductee? Due Dates
When to file the TDS returns? When to issue TDS

Statements certificate

1) CBDT has clarified that payments made by TPAs to hospitals are covered u/s 
194J. TPA's make payment on behalf of insurance co. to hospitals for settlement 
of medical/insurance claims like cashless schemes, etc

5) Sum received from life insurance policy
6) Compensation in case of compulsory acquisition of immovable property.

 1) Salary –SecƟon 192
2) Dividend (TDS rate is 10 %)

 3) Winnings from LoƩery, crossword puzzles, card games etc
4) Winnings from horse races.

TDS return not furnished even after 1 yr 

deduction. Also such persons are not required to obtain TAN. 

Event Consequences Interest
Interest @ 1% pm from the date from it 
was to be deducted till actually deducted 
Interest @1.5% pm from the date 
deducted till date deposited 
Fees @ Rs200/ day subject to max. 
amount of TDS.Also penalty applicable if 
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1
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2.5
1
2
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Where a “Tax deduction and collection account number" has been 1

Chart 14.8- Tax Deducted at Source- Other points &TCS

Lower/ no deduction of tax at source: - [Sec. 197]
a) If Tax is deductible under following sections, then assessee can apply 
for TDS at lower rate or no deduction.
192-salary, 193-interest on securities,194-dividends, 194A- interest other 
than interest on securities, 194C- contractor payments, 194D-insurance 

Tax collection at Source
1) Tax should be collected at source by the seller from the buyer of specified goods
2)It is collected at the time of debit to the account of the party or at the time of receipt 
of money whichever is earlier.

responsible for deducting TDS. (e) The assessing officer will determine 

b) i.e. if TDS is deductible under any other sections it is not possible to 
apply for lower rate of TDS. Eg: TDS deductible on winnings from lottery, 
crossword puzzles and winnings from hose races.(c) Assessee can apply 
in form no 13 to the assessing officer. The assessing officer may issue a 
certificate authorizing deduction of tax at lower rate or no deduction as 
the case may be. (d) Such certificate should be furnished to person 

194 H- commission or brokerage, 194 I-Rent, 194J- Professional fees
194K- Income on units other than nature of capital gains, 
194LA-compensation on acquisition of certain immovable property
194M- Payment to contractor , commission or brokerage , fees for 
professional services. 194O- Payments made by ECO, 195- other sums 

4)No TCS shall be collected from the buyer who purchases the goods for manufacturing, 
processing or producing any article etc.

the lower rate taking into consideration tax paid in the preceding 3 yrs 

Tax deduction and collection account number – Sec.203A
Every person deducting tax or collecting tax in accordance with the 

paid to Non resident 

commission, 194G-commission on sale of lottery tickets, 

8)For late payment, simple interest shall be levied @ 1% per month or part thereof
9)Person collecting TCS should furnish quarterly statements to the Income tax

6)TCS should be deposited within 1 week from the last day of the month in which it 

allotted to a person. Such person shall quote such number-
a) in all challans for the payment of any sum (b) in all certificates 
(c ) in all statements prepared & delivered (d) in all returns delivered 
(e)other documents as may be prescribed

relevant provisions shall apply to the assessing officer for the 
allotment of “Tax deduction and collection account number”. 

business of Carrying passengers. 2)TCS will not apply on sale of motor vehicles by manufacturers to dealers distributors.3)It is applicable on sale of each 
motor vehicle exceeding Rs. 10 lakh. 4)Tax should be collected at the time of receipt the amount.

1)Section 206C: TCS on sale of vehicles, goods or services that seller shall collect tax 
at 1% on (a)Sale of motor vehicle of the value exceeding Rs.10 lacs, Buyer does not 

TCS on Sale of Motor Vehicle

include(i)Government (ii)Local Authority (iii)Public Sector Company engaged in 

3)TCS is collected at the rates prescribed below

Rate of TCS and Specified Goods (* New Rate - wef 14/5/20 – 31/3/21) 

5)An application can be made by the buyer to the Assessing officer for collecting TCS at 
lower rates in form 13.

is collected
7)The seller should furnish TCS Certificate to the buyer.

Scrap
License of parking, toll plaza, mine , quarry
Toll Plaza
Mining and quarrying
Minerals being coal or ignite or iron ore

Nature of goods /  licenses 
Alcoholic liquor for human consumption
Tendu Leaves
Timber obtained under forest lease
Any other forest product not being timber or tendu leaves



 
 
 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Month Payment Return /Other Statements Issue of certificate
April 07-05-2022
May 07-06-2022
June 07-07-2022
July 07-08-2022
August 07-09-2022
September 07-10-2022
October 07-11-2022
November 07-12-2022
December 07-01-2023
January 07-02-2023

Sr. No. Amount and purpose of remmitance Rate of TCS February 07-03-2023
(i) a)Where the amount is remitted for a Nil (No tax to be collected March 30-04-2023

purpose other than purchase of at source)
overseas tour programme package; 
b)the amount or aggregate of the 
amounts being remitted by a buyer is 
less than ` 7 lakhs in a FY Tax deducted at source Tax collected at source

ii) a)where the amount is remitted for a 5% of the amt or agg. of amts in TDS is tax deduction at source TCS is tax collection at source.
purpose other than purchase of  excess of ` 7 lakh Person responsible for paying is Seller of certain goods is responsible for 
overseas tour programme package; required to deduct tax at source at the collecting tax at source at the prescribed 
b) the amount or aggregate of the prescribed rate rate from the buyer. Person who grants 

 amounts in excess of ` 7 lakhs is licence or lease (in respect of any parking 
 remiƩed by the buyer in a FY lot, toll plaza, mine or quarry) is responsible 

iii) a)where the amount being remitted 0.5% of the amt or agg. of amts in for collecting tax at source at the prescribed 
out is a loan obtained from any  excess of ` 7 lakh
financial institution, for the purpose of 
pursuing any education; and b) the 
amount or aggregate of the amounts 
in excess of 7 lakhs is remitted by the 

 buyer in a financial year

i) No TCS by the authorized dealer on an amount in respect of which  the sum has 
been collected by the seller (ii) No TCS, if the buyer is liable to deduct tax at source 
under any other provision of the Act and has deducted such tax
iii) No TCS, if the buyer is the Central Government, a State Government, an 
embassy, a High Commission, a legation, a commission, a consulate, the trade A) As per section 206C(1H), tax is also required to be collected by a seller, who 
representation of a foreign State, a local authority or any other person notified by receives any amount as consideration for sale of goods of the value or aggregate 
the Central Government, subject to fulfillment of conditions stipulated thereunder of such value exceeding ` 50 lakhs in a previous year [other than exported goods 

or goods covered under sub-sections  (1)/(1F)/(1G)].b)Tax is to be collected at 

of payment

Generally, tax is required to be 

in respect of life insurance policy, tax 
is required to be deducted at the time 

whichever is earlier

deducted at the time of credit to the 
account of the payee or at the time of 
payment, whichever is earlier.However

Generally, tax is required to be collected at 
source at the time of debiting of the amount 
payable by the buyer of certain goods to the 
account of the buyer or at the time of receipt 

Sec 206CC: TCS rates if no PAN is provided. 206CCA TCS rates for non filers 

30-07-2022

30-10-2022

in case of payment of salary & payment of such amount from the said buyer, 

rate from the licensee or lessee, as the case 
may be.

9.4) Overseas remittance (wef AY 21-22)

15-01-2023

a)being an authorized dealer, who receives amount, under the Liberalised 
Remittance Scheme of the RBI, for overseas remittance from a buyer, being a 
person remitting such amount out of India;

from the buyer who purchases the package to collect tax at the rate of 5% of such 
amount. Tax has to be collected at the time of debiting the amount payable by the 
buyer or at the time of receipt of such amount from the said buyer, by any mode, 
whichever is earlier.

After Deducting TCS when to pay it to the Government? 

When to file the TCS returns? When to issue TCS certificates? Duedates. 

30-01-2023

Chart 14.9- Tax Deducted at Source- TCS

 seller and has deducted such tax.(d)In case of non-furnishing of PAN or Aadhar number by the buyer to the seller, tax is required to be collected at the higher of –
(A)twice the rate specified in this sub-section; and (B)1%.

Sale of Goods of value exceeding 50 lakhs (wef AY 21-22)

Overseas remittance or an overseas tour package [w.e.f. 1.10.2020]

b)being a seller of an overseas tour programme package who receives any amount 

source @0.1% u/s 206C(1H) of the sale consideration exceeding ` 50 lakhs, at the time of receipt of consideration.In order to provide more funds at the disposal of 
the taxpayers for dealing with the economic situation arising out of COVID-19 pandemic, the rate OF TDS HAS BEEN REDUCED 0.1% to 0.75% 
c)Tax is, however, not required to be collected if the buyer is liable to deduct tax at source under any other provision of the Act on the goods purchased by him from the 

Cases where no tax is to be collected

15-07-2022

15-10-2022

Difference between TCS & TDS

Rate of TCS in case of collection by an authorized dealer

206CC (PAN not provided) -Twice the rate or 5% ↑.206CCA(Non filers) -Twice the rate or 5%↑

15-05-2023 30-05-2023



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Section Section 

10(1) 10(18)
10(2) or “MahaVir Chakra “ or “Vir Chakra” such other gallantry award as the 

Central Government notifies is exempt from tax.

10(2A) 10(19)
10(4) heirs, of a member of the armed forces (including para-military forces) 

of the Union, where the death of such member has occurred in the 
course of operational duties, in specified circumstances would, however, 

10(6) 10(26AAA)
interest on securities is exempt in the hands of a sikkimese individual. 
This exemption is not available to a sikkimese woman who, on or after 
1st April,2008, marries a non-sikkimese individual 

10(32)
exemption upto 1500 in respect of each minor child. 

10(10BC) 10(34)
1-4-2020 will be taxable. However dividend on which tax u/s 115O & 
115BBDA has been paid shall not be taxable. 

10(10D) Refer Capital Gains  chapter for details 10(34A) Exemption towards income received by a shareholder on buy back of 
10(11A) Any payment received from Sukanya Samriddhi Account shares.
10(12A)  Sec 10(12) provides that any payment from NPS trust tpo an assesse on 10(35)  Any income received in respect of units from the administrator of the 

account of closure or his opting out of pension scheme reffered to in section specified undertakings/ specified company/ Mutual Fund shall be exempt. 
80CCD to the extent it does not exceed 60% of the total amount payable to However, income arising from transfer of such units would not be exempt.

him at the time of closure or his opting out of the scheme shall be exempt This section shall not be applicable wef 1-4-2020. Therefore any income  
from tax Received on/after 1-4-2020 shall be taxable. Earlier dividends on mutual

10(12B) To provide relief to an employee subscriber of NPS, new clause (12B) has funds  was exempt in the hasnds of the recipient u/s 10(35). However, 
been inserted in section 10 to provide that any payment from National  now it is taxable
Pension system trust to an employee under the pension scheme referred 10(37) Refer Capital Gains. Compulsory Acquisition of Urban Agri Land subject 
to in section 80CCD, on partial withdrawn made out of his account in to some conditions. 
accordance with the term and conditions specified under the Pension 10(43) Reverse  Mortagage (Refer  Capital  Gains). 
Fund Regulatory and Development Authority Act, 2013 and the regulations 10AA Tax holiday for newly established units in Special Economic Zones (SEZs),
made there under, shall be exempt from tax to the extent it does not which has begun or begin to manufacture or produce articles or things or
exceed 25% of amount of contributions made by him. computer software or provide any service on or after 1.4.2005 in any SEZ

10 (15) for 15 consecutive assessment Years in respect of its profit from exports.
10(16) 100% of such profits would be exempt in the first five years, 50% in the 

next five years and in the last five years, 50% subject to transfer to 
special  reserve. Assessee should furnish a report certified by CA that 10AA 

10(17) deduction is correctly claimed . the report should be furnished within the due 
date specified u/s 44AB. 

10(17A) Exemption =  profits of unit in SEZ X export turnover of Unit SEZ
                                             Total turnover of Unit SEZGovernment are exempt.

Pension received by individual who has been awarded “Param Vir Chakra

The family pension received by the widow or children or nominated 

This section is not applicable wefAY 21-22. Dividend received after

In case of clubbing of minor’s income the parent shall be entitled to 

be exempt under section.
Income from any source in the state of Sikkim, dividend income and 

 1-Such individual represent their country & are not engaged in any other 

officials working in Indian embassies in other countries. 

Daily allowances received by any Member of Parliament or of State 

Awards for literary, scientific and artist works and other awards by the 

exempt from tax in the hands of the recipient irrespective of the amount 
or source of scholarship.

Legislatures or any Committee thereof are exempt.

Interest on certain securities exempt. Refer Chart 15.2
The value of scholarship granted to meet the cost of education would be 

Government, State Government or a local authority.

Income by way of interest on moneys standing to his credit in a 

Salary of officials of embassy , high commission, consulate not being a citizen 

Compensation received by an individual or his legal heir on account of 

1999 to maintain such account.

of India, would be exempt subject to following conditions: 

business/profession/employement in India and
 2-a corresponding exempƟon is provided to Indian officials working in Indian

any disaster is exempt, if the same has been granted by the Central 

Non-resident (External) Account (NRE A/c), is exempt in the hands of 
an individual, being a person resident outside India as per the FEMA, 

Particulars

The partner’s share in the total income of the firm/LLP is exempt from tax.

Particulars

Agriculture income is exempt under section 10(1).  
Since the HUF is taxed in respect of its income, the share of profit  is exempt
from tax in the hands of the member

Chart 15.1 Exemption Sec 10



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1)Meaning: (a)Interest on any securities of the central government or a state government.(b) Interest on debentures or other securities for money.(c) Interest is )chargeable on 
due or receipt basis depending upon the accounting system followed by assessee.
2)Following interest income is exempt u/s 10(15)
1)Interest on notified securities bond or certificates (E.g.:-12year National saving Annuity Certificates, National Defense Gold Bonds, 1980, Special Bearer Bonds, 1991, 
2)Interest received from Non resident Indians from Notified Bonds(i.e. Bonds, NRI Bonds (Second Series) issued by the State Bank of India.
3)Interest on National Relief Bonds/ Debenture of Public Sector Company
4)Interest payable to any foreign Bank performing central banking functions outside India.
5)Interest on deposit made by a retired government employee or an employee of public sector Company, out of money due to him on account of retirement. Interest on 
securities held by the Welfare commissioner, Bhopal Gas victims, Bhopal or interest on deposit on benefit of the Victims of the Bhopal gas disaster held in such account
with the RBI or with the Public sector Bank as the central government may, by notification in the official gazette, specify in this behalf.
6)Interest on Gold Deposits Bonds under the Gold Deposit Scheme 1999. Also Interest on Gold Deposit Bonds issued under the Gold Monetization Scheme 2015 shall be 
exempt from tax
7)Interest on Notified Bonds issued by local authority or by State Pooled Finance Entity(applicable from the A.Y.2008-09).
8)Interest on UTI bonds.
9)Interest on Post Office Savings Account upto 3500 p.a. for an individual and upto 7000 p.a. in case of Joint Account
10) interest income receivable by a non-resident from a unit located in IFSC in respect of moneys borrowed by it on or after 1.9.2019

If a particular income is exempt then its corresponding expenditure shall not be allowable. The method for determining expenditure in relation to exempt income is to be prescribed by the CBDT 
for the purpose of disallowance of such expenditure U/s 14A. Such method should be adopted by the assessing officer in the following cases - a) If he is not satisfied with the correctness of the 
claim of the assessee, having regard to the accounts of the assessee. Subsection (2)where an assessee claims that no expenditure has been incurred by him in relation to income which does not 
form a part of total income SubSection(3). Rule 8D lays down the method for determining the amount of expenditure in relation to income not includible in total income. the AO having regards to 
the accounts of the assessee PY income not includible in total income. If the AO having regard to the accounts of the assessee of the PY is not satisfied with - (a) the correctness of the claim of the 
expenditure by the assessee (b) the claim made by assessee that no expenditure has been incurred. In relation to exempt income for such PY he shall determine the amount of expenditure in 
relation to such income in the manner provided here under - the expenditure in relation to income not forming of total income shall be aggregate of the following: A) amount of expenditure 
directly relating to income which which does not form a part of total income an amount equal to 1% of annual average of the monthly averages of the opening and income closing balances of the 
value of investment , income from which does not form a part of total income. However amount referred to in clause (i) and clause (ii) shall not exceed total expenditure claim by 
assessee.expenditure incurred during a PY  in relation to exempt income would be disallowed while computing total income of that PY by applying provisions of section 14A even though such 
exempt income has not been accrued or arisen or has not been received during the said PY. 

Chart 15.2 Exemption Sec 10     

Sec 10(15) - Interest on securities is exempt (in detail)

Sec 10(15) - Interest on securities is exempt (in detail)



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Option to pay income tax at concessional tax slabs : As per sec 115BAC, individuals and HUF have 
an option to pay tax in respect of their total income (other than chargeable to tax at special rates 
under chapter XII such as sec 11A, 112A, 112, 115BB,etc.At the following concessional rates subject 
to certain conditions specified u/s 115BAC(2)

Nil 
5%

10%
15%
20%
25%
30%

Amount 
XXX
XXX
XXX
XXX

XXX

from CA for computation of ATI and AMT(7) The report 
in prescribed form should be submitted within the 

 specified date referred to in SecƟon 44AB 

claiming deduction u/s 10AA, 35AD, 80IAto 80RRB 

Sec 115JC - Alternate Minimum Tax 

Upto 2,50,000
2,50,001 to 5,00,000
5,00,001 to 7,50,000
7,50,001 to 10,00,000
10,00,001 to 12,50,000

Section 115 BAC - WEF AY 21-22

Certain losses not allowed to be set-off: While 
computing total income, set-off of any loss (1) carried 
forward or depreciation from any earlier AY, if such 
loss or depreciation is attributable to any of the 
deductions referred to in table above; or

further deduction for such loss or depreciation shall 
be allowed for any subsequent year]Where there is a 

 The Provisions of AMT are applicable if
a) assessee is non-corporate assessee and 
b) assessee has claimed deduction u/s 10AA or u/s 

 35AD or u/s 80IA to 80RRB (Except 80P)

exceed 20 lakhs [Sec 115 JEE(2)].
 AMT shall be determined as higher of the two:

15 years. (115JD)(6) Assessee should obtain a report 

c)AMT would not apply in case of individual/HUF 
opting for 115BAC. d)The provisions of AMT shall 
not apply to Ind/HUF/AOP/BOI/AJP if ATI does not 

difference between the regular Income Tax computed 

(+) Deduction u/s 35AD(14 specified Business)

4)Once the option is withdrawn assessee will never 
be eligible

 Ind/HUF not having business or professional income.
1)Can exercise option while filing the return u/s 139(1)
2) Has a choice to exercise the option in one year and 
not to exercise in another year 

 Individual/HUF having business/professional income 
1)can exercise the option while filing the return u/s 139(1)

 2)opƟon once exercised would apply for subsequent AY. 

to more than 40%, would be restricted to  40% on the
 written down value of such block of assets. Additional 
depreciation cannot be claimed.

Conditions to be satisfied for availing 

Step 1: Tax on NTI as per normal provisions of 

3)The option can be withdrawn only once 

12,50,001 to 15,00,000
15,00,001  above 

Time Limit for opting this 

I-Tax Act.
Step 2: Tax @ 18.5% on Adj. Total Income 
(Plus Surcharge if applicable + cess)

Adj. Total Income is calculated as follows:
NTI

of income would not be allowed.
Depreciation or additional depreciation: 
Depreciation in respect of any block of assets entitled 

and the AMT (5) AMT Credit can be c/f and set off for 

Add: Deductions u/s 10AA(SEZ)

 (except 80P) 
2) If AMT > Normal tax then excess shall be treated as 
AMT Credit (3) Such credit can be set off in the year in 
which regular tax is more than AMT (4) The Credit 
allowed to be set off will be restricted to the 

Add: VIA Deductions (80IA to 80RRB) 
Less: Dep. u/s 32 assuming that deduction 
u/s 35AD was not allowed
ATI

1) The Provisions of AMT apply only if assessee is 

  32(1)(iia) – AddiƟonal depreciaƟon 

35(1)(ii),(iia),(iii) or 35(2AA) – Scientific research
35AD- Specified businesses
35CCC- Deduction in respect of expenditure incurred 

  on noƟfied agricultural project
  57(iia)- DeducƟon in respect of family pension

80C to 80U- Deductions under Chapter VI-A (other 
than employers contribution towards NPS under 

  consƟtuency allowance of MPs and MLAs

computed without set-off of any loss brought forward 
or depreciation from any earlier AY, where such loss or 
depreciation is attributable to any of the deductions 
listed in (1) above [Such loss and depreciation would be 
deemed to have been already given effect to and no 

from an earlier assessment year attributable to 

10(32)- Exemption in respect of income of 

10AA- Tax holiday for units established in SEZ

 10(13A)- House rent allowance
10(14A)- Exemption in respect of special 
allowances or benefit to meet expenses 
relating to duties or personal expenses 

2) under the head house property with any other head 

effect to prior to A.Y. 2021-22 and which is not 
 allowed to be set-off in the A.Y.2021-22 due to exercise 

of option u/s 115BAC from that year, corresponding 
adjustment shall be made to the WDV of such block of 

depreciation allowance in respect of a block of asset 

(other than those as may be prescribed for
this purpose); 10(17) - Daily allowance or 

Section 115BAC(2) provides that while:
computing total income, the following 

be set-off. .
deductions/exemptions would not be 
allowed, if an individual or HUF opts for 

 concessional rates of taxes u/s 115BAC(1)
 10(5) – Leave travel concession 

16- deduction under salary , entertainment 
allowance, professional tax; 24(b) - Interest 

 secƟon 80CCD(2) and deducƟon in respect of 
employment of new employees under section 80JJAA).

assets as on 1.4.2020 in the prescribed manner i.e., 
the WDV as on 1.4.2020 will be increased by the 
unabsorbed additional depreciation not allowed to 

Additional points :In case of an individual or HUF 
opting for section 115BAC, total income should be 

                                                  Chart 16.1Section 115JC & 115BAC 

Option exercised would be invalid 
If the conditions for Section 115BAC are not satisfied 

concessional rates of tax : 
The following are the conditions to be 
satisfied for availing concessional rates 
Certain deductions/exemptions not allowable

on loan in respect of self-occupied property

the option if exercised becomes invalid. All 
provisions of the Act would apply as if the person had 
not exercised. 

additional depreciation which has not been given full 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

 


