                  Scrutiny norms announced by CBDT for F.Y.2006-07.

Income-tax returns of professionals will come under compulsory scrutiny this fiscal if they earn Rs.10 lakh or more annually but declare an income of less than Rs.2 lakh. The Central Board of Direct Taxes (CBDT) has tightened the scrutiny norms for professionals including film professionals, lawyers, doctors, chartered accountants and architects to track small assessees short paying or evading taxes.

So is the case for salaried assesses, claiming refunds above a certain threshold, and contractors. It is status quo, though, for stockbrokers the norms have neither been tightened nor eased. Overall, close to 5.4 lakh tax filers in the country will find their income tax returns scrutinized this fiscal, with the CBDT setting an overall cap of 2% on the number of cases to be selected for scrutiny.

Professionals are non-corporate assessees while stockbrokers and contractors can either be non-corporate assesses or corporate assesses.

During 2006-07, assessing officers have been directed to scrutinize returns of all professionals whose gross receipts exceed Rs10 lakh but income declared is less than 20% of the amount. The cut off limit was higher at Rs.50 lakh in 2005-06. I-T returns of stockbrokers (including sub brokers) who receive brokerage income of Rs. 1 crore or more but declare less than 10% of the amount will be taken up for scrutiny.

All cases of brokers (including sub-brokers) with a claim of bad debts of Rs 10 lakh or more will also be under compulsory scrutiny. The limits were the same in 2005-06 as well.

Besides brokers, all banks and public sector undertakings, NSE 500 and BSE A group companies listed on the exchange as on March 31, 2006, non banking companies and investment companies with a paid up capital of Rs. 10 crore or more are in the compulsory scrutiny basket. Cases will be selected through the computer assisted scrutiny system (CASS) in 60 cities on the computer network, and manually in others. The selection criteria will be the same for both.

With tax evasion reckoned to be rampant among contractors, the CBDT has decided to bring to bring all cases where gross receipts exceed Rs 2 crore but net income declared is less than 5% of the amount under scrutiny (for corporate assesses). The limit was higher at Rs. 5 crore in 2005-06.

All assessment pertaining to survey, search and seizure cases.

All returns where deduction claimed under chapter VIA of the I.T. Act is Rs. 10lakh (Rs.5 lakhs for non corporate) or above in stations other than 60 cities on computer network

All returns where refund claimed is Rs 5 lakh or above in stations other 60 cities on computer network.

All cases in which the CIT (appeals) or ITA has confirmed and addition disallowance of Rs 5 lakh. Or above in any preceding assessment year and identical issue is arising in the current year.

All banks and public sector undertakings.

All NSE-500companies & BSE- A companies listed on Bombay stock exchange.

All cases of companies liable to pay tax under section 115JB with book profit exceeding Rs. 50 lakh in DELHI, MUMBAI, CHANNAI, KOLKATA, PUNE, HYDERABAD, BANGALORE AND AHMEDABAD and Rs. 25 lakh in other places.

All case of deduction under sections 10A and or 10B of the I.T.Act with export turnover exceeding Rs. 5 crores for Non Corporate. 

All Non- Banking financial corporations (NBFCs)\ Investment companies having paid up capital of more than Rs. 10 crore.

All cases of stockbrokers (including sub- brokers) where brokerage received is disclosed at Rs. Rs. 1 crore (Rs. 50 lakhs for non corporate) or above and total income declared is less than 10% of such brokerage or in which bad debts of Rs. 10 lakh (Rs. 5 lakhs for non corporate) or more have been claimed.

All cases of contractors whose gross contractual receipts exceeds Rs. 2 crore (Rs. 1 crore for non corporate) in places other than 60 cities on computer network if total income declared is less than 5% of gross contractual receipts.

All cases of builders following project completion method.

All cases in which fresh capital introduced during the year exceeds Rs. 1 crore in Delhi, Mumbai,Channai, Kolkata, Pune, Hyderabad, Bangalore and Ahmedabad and Rs. 50 lakh (Rs. 10 lakh for non corporate) in other cities.

All cases in which new loans introduced during the year exceed Rs. 1 crore in DELHI, MUMBAI, CHENNAI, KOLKATA, PUNE, HYDERABAD, AHMEDABAD and Rs. 50 lakh ( Rs. 10 lakh for non corporate ) in other cities.

All cases in which deduction u\s 810A(4), 801AB, 801C,80JJA, 80JJAA, 80LA, 10(21), 10(22B), 10(23A), 10(23B), 10(23C), 10(23D)I, 10(23EA), 10(23FB), 10(23G), 10A, 10AA, 10B or 10BA of the I.T Act is claimed for the first time.

If a case has been assessed earlier u\s 143(3) of IT Act for at least 2 assessment years and in each of the immediately preceding two years, total additions or disallowances made or sustained in appeal are less than Rs. 10 lakh in DELHI, MUMBAI, CHENNAI, KOLKATA, PUNE, HYDERABAD, AHMEDABAD  and less than Rs. 2 lakh in other places, then such a case should be excluded from compulsory scrutiny except in cases involving substantial question of law.

Cases where the CCIT\ DGIT (International Taxation) \ DGIT ( Exemption), on a matter having been brought to his notice by an authority below, satisfied that the case needs to be taken up for scrutiny, then the said officer,) for reasons to be recorded in writing, may approve the selection of the case for scrutiny. However, selection of cases under this provision should be made keeping in view the following

· Total number of cases selected for scrutiny during the does not ordinarily exceed 2 % of total number of returns filed\ pending during the year; and

· At least 80% of all the cases picked up for scrutiny are assessed by 28.02.2007.

In addition to above, selection of cases out returns processed an AST will be made through a computer assisted scrutiny system (CASS). Separate instructions in this regard will be issued by the DIT (Systems).

