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BRIEF IDEA OF INCOME TAX CODE


TAX RATES
(Partnership Firms & other unincorporated bodies – Income Tax at flat rate of 30%.

(No change in tax rates of co-operative societies.

(Companies tax rate reduced to 25% from 30% - No surcharge or Education Cess.

(Capital Gains chargeable to tax at higher rates

􀂄 Residents at normal rates – Individual at slab rates, unincorporated bodies

 at 30%, Companies at 25%, NPOs at 15%.
􀂄 Non-residents at 30%.


(Tax rates for non-residents (including foreign companies)– Special Sources at flat rates

􀂄 Interest (whether in foreign currency or rupees) 20%

􀂄 Dividends not subject to Dividend Distribution Tax 20%

􀂄 Capital Gains 30%

􀂄 Other investment income 20%

􀂄 Royalties & Fees for Technical Services 20%

(Foreign companies tax rate reduced to 25%

(Foreign Companies also liable to Branch Profits Tax of 15% on income as reduced by income tax – effectively total tax of 36.25%.
(MAT rate 0.25% of gross assets for Banks, 2% of gross assets for others.
(Dividend Distribution Tax Rate unchanged at 15% -

􀂄 Payable only by companies and not by Mutual Funds.
􀂄 Exemption for SEZ Developers/Units no longer available.
􀂄 Set off for subsidiary dividend received continues.
􀂄 No Dividend Distribution Tax on dividend paid to pass-thru entity.

INCOME FROM HOUSE PROPERTY

· The income from any house property owned by the person shall be computed under the head “Income from House Property.”
· The income from any house property shall be computed under this head notwithstanding that the letting, if any, of the property is in the nature of trade, commerce or business.

· The income from any house property owned by two or more persons having definite and ascertainable shall be computed separately for each person in respect of his share.
· The provision of this section shall not apply :


1. To any portion of the property which the person occupies for the purposes of his business,              the income from which is computed under the head “Income from Business.”


2.  To any property which is not ready for use during the financial year.
· The income from a property shall be the gross rent as reduced by the aggregate amount of the deductions referred to in section 26.
· The gross rent in respect of a property shall be the higher of the amount of contractual rent and presumptive rent, for the financial year.

· The contractual rent referred to in sub-section-1 shall be the rent receivable by the assessee under a contract, whether in writing or otherwise.
· The presumptive rent referred to in sub-section-1 shall be 6% PERCENT . of –



1. the ratable value fixed by any local authority in respect of the property ; or



2. the cost of construction or acquisition of the property if no such value has been fixed by 



the local authority.
· The gross rent shall, regardless of anything to the contrary contained in sub section-1, be taken to be nil if the property consists of part of a house which is not let out.
· The provisions of sub section-4 shall not apply if-



1. the house or part of the house is actually let during any part of the financial year ; or



2. any other benefit is derived from it by the owner.

· The provisions of sub section-4 shall, in a case where a person owns more than one house, apply only only in respect of one house, which the person may specify at his option.
· The aggregate amount of deductions for the purpose of section 24 shall be the following :-



1. the amount of taxes levied by a local authority in respect of the property if the amount is 


actually paid during the financial year.


2. the amount of tax on services paid to the Central Government in respect of rent, if the 


amount is actually paid during the financial year.


3. a sum equal to TWENTY PERCENT of the gross rent determined under section 25, 



towards repair and maintenance of the property.



4. the amount of any interest :



( on capital borrowed for the purposes of acquiring, constructing , repairing, 




renewing or reconstructing the property, or 




( on capital borrowed for the purpose of repayment of the capital referred to in 





sub-clause (i).

· The aggregate amount of deduction referred to in sub-section (I) shall be nil in respect of the property referred to in sub-section-4 of the section 25.
· The amount of rent received in advance shall be included in the gross rent in the financial year to which the rent relates.

INCOME FROM BUSINESS
· The income from any business carried on by the assessee at ant time during the financial year shall be computed under the head “ Income from Business.”
· For the purpose of computing the income under the head “Income from business “ the income of each business shall be computed separately.

· Any income from a business after its discontinuance shall be deemed to be the income from the business of the recipient in the year of receipt and shall accordingly be computed the head “ Income from Business.”

· Every business will constitute a separate source and, therefore, income will be computed separately for each business.
· A business will be treated as distinct and separate from another business if there is no interlacing or interdependence or unity embracing the two businesses.
· The computation of income from business under Code will be based on the income-expenses model where the taxable income under this head wii be equal to gross income minus allowable deductions.
· To the extent possible, the items of receipts and deductions for expenses are enumerated to reduce the scope for litigation.

· All the assets will be classified into two categories :

1.
Business Assets
:
Transaction in this assets will be fall under the head “ Income  from Business “


2.
Investment Assets
:
Transaction in this assets will be fall under the head “ Income from Capital Gain .“

· The profit from business will be equal to gross earnings from the business minus the amount of business expenditure incurred.
· Income from business will be equal to the profit from business.
· Ordinarily, all accruals and receipts derived from, or connected with, business will form part of the ‘gross earnings’ irrespective of whether they are derived from business trading assets or business capital assets.

· The above will INCLUDES  the following :

	Profit on sale of business capital assets.

(i.e. not it will not be treated as capital gains)
	Profit on sale of an undertaking under a slump sale.

(i.e. now it will not be treated as capital gains)

	The reduction or remission of any liability by way of loan, deposit or advance.
(it not includes the amount received by INDIVIDUAL from his relatives defined in code.)
	Consideration accrued or received in respect of transfer of any business asset self-generated in the course of the business.

	Amount accruing to, or received by, the assesse as reimbursement of any expenditure incurred by him.
	Amount accruing to, or received by, the assessee, whether as advance or security deposit or otherwise, from the long term leasing or transfer of the whole or part of , or any interest in, any business asset.

	Amount accruing to, or received by, the assessee on account of the cessation, termination or forfeiture of any agreement entered into in the course of business.


· The above will EXCLUDES  the following :

	Income by way of interest other than the interest accruing to permitted financial institutions. And for other assesses, it will be treated as “Income from Residual Sources.”
	Income from letting of any property consisting of any building or lands appurtenant thereto, of which the assessee is the owner , other than income from letting of any  property in the course of running a hotel, convention centre or cold storage. And for other assessee it will be treated as “Income from House Property.”


· The Business expenditure will be classified into three categories, are as under :
1. OPERATING EXPENDITURE :

( It is defined to include all expenditure laid out or expanded wholly and exclusively for the purposes of business. The code also will provide the positive list which is permitted for allow under this head and also negative lost which will not be allowed under this head.
2. PERMITTED FINANCIAL CHARGES :
( It is defined as expenses on account of interest payable on borrowed capital. These include interest payable to any creditor, discount on bonds/debenture etc. and also further include incidental interest payable to banks/financial statements shall continue to be allowed on “Actual Paid Basis.”
3. CAPITAL ALLOWANCES :
( It is related to deduction in respect of capital cost. It includes depreciation and INITIAL DEPRECIATION on business assets and allowances for scientific research and development.
· If the assessee has incurred loss on sale of the business assets, then in place of treat the same as capital loss in the Income Tax Act, it will be treated as Intangible Assets and on that assessee has to calculate the depreciation and such calculated depreciation will be allowed as expenditure by deducting the same from the same rates applicable block assets. The meaning is that the assessee is allowed the loss not in the one year but in the number of years.

· PROFIT DETERMINED AND TAXABLE, ON PRESUMPTIVE BASIS ARE AS UNDER :

	BUSINESS OF CIVIL CONSTRUCTION.
	BUSINESS OF SUPPLYING THE LABOURS TO CIVIL CONTRACTORS.
	BUSINESS OF PLYING, HIRING OR LEASING OF HEAVY GOODS VEHICLE.

	BUSINESS OF PLYING, HIRING OR LEASING OF LIGHT GOODS VEHICLE.
	BUSINESS OF RETAIL TRADING.
	BUSINESS OF ERECTION OF PLANT OR MACHINERY OR TESTING OR COMMISSIONING THEREOF, IN CONNECTION WITH A TURNKEY POWER PROJECT APPROVED BY THE CENTRAL GOVERNMENT IN THIS BEHALF.

	BUSINESS OF PROVIDING SERVICES OR FACILITIES IN CONNECTION WITH THE PROSPECTING OR, EXTRACTIONG OR, PRODUCTION OF MINERAL OIL.
	BUSINESS OF SUPPLYING THE PLANT AND MACHINERY ON HIRE USED, OR TO BE USED, IN THE PROSPECTING FOR, OR EXTRACTION PRODUCTION OF. MINERAL OILS.
	BUSINESS OF OPERATION OF SHIPS WHICH  INCLUDE AN ARRANGEMENT SUCH AS SLOT CHARTER, SPACE CHARTER OR JOINT CHARTER.

	BUSINESS OF OPERATION OF AIRCRAFT WHICH INCLUDE AN ARRANGEMENT SUCH AS SLOT CHARTER, SPACE CHARTER OR JOINT CHARTER.


·  SEPARATE INCOME DETERMINATION REGIMES ARE PROVIDED FOR THE FOLLOWING-
	BUSINESS OF INSURANCE.
	BUSINESS OF OPERATING A QUALIFYING SHIP.
	BUSINESS OF MINERAL OIL OR NATURAL GAS.

	BUSINESS OF MINERAL OIL OR NATURAL GAS.
	BUSINESS OF GENERATION, TRANSMISSION OR DISTRIBUTION OF POWER.
	BUSINESS OF DEVELOPING A SEZ.

	BUSINESS OF OPERATING AND MAINTAINING A HOSPITAL.
	BUSINESS OF PROCESSING, PRESERVING AND PACKAGING OF RUITS OR VEGETABLES.
	BUSINESS OF DEVELOPING, OR PERATING AND MAINTAINING, OR DEVELOPING, OPERATING AND MAINTAINING, ANY INFRASTRUCTURE FACILITY.


THE BRIEF CONCEPT OF INCOME TAX CODE FOR INCOME FROM CAPITAL GAIN AND RESIDUAL RESOURCES AND OTHER ASPECTS ARE UNDER PREPARATION.
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