INCOME TAX

The following amendments are inserted in the Finance bill, 2010 relating to direct tax

Rates of taxes:-

· Income tax slabs for individual taxpayers to be as follows

Income upto Rs 1.6 lakh 





Nil

Income above Rs 1.6 lakh and upto Rs. 5 lakh 

10 per cent

Income above Rs.5 lakh and upto Rs. 8 lakh 


20 per cent

Income above Rs. 8 lakh 




30 per cent

· Deduction of an additional amount of Rs. 20,000 allowed, over and above the existing limit of Rs.1 lakh on tax savings, for investment in long-term infrastructure bonds as notified by the Central Government

· Besides contributions to health insurance schemes which is currently allowed as a deduction under the Income-tax Act, contributions to the Central Government Health Scheme also allowed as a deduction under the same provision.

· Current surcharge of 10 per cent on domestic companies reduced to 7.5 per cent.

· Rate of Minimum Alternate Tax (MAT) increased from the current rate of 15 per

cent to 18 per cent of book profits.

· For the financial year 2010-2011, surcharge in the case of a domestic company having income above one crore rupees to be reduced to seven and one-half percent from the existing rate of ten per cent. 
· In case of a company other than a domestic company, the surcharge shall continue to be levied at the rate of two and one-half percent and subject to the same conditions as were applicable for the assessment year 2010-2011.
Definition of Charitable purpose - amended
As per the existing definition under Section 2(15) “the advancement of any other object of general public utility” is not considered a charitable purpose, if it involves the carrying on of any activity in the nature of trade, commerce or business.

As per the above definition various trade associations working for a non-profit motive were under the income tax net. A relief has been provided by which if the aggregate value of receipts from the activities referred to above is ten lakh rupees or less in the previous year, it would still be considered charitable. The amendment is retrospective and would take effect from 1.4.2009.
Income deemed to accrue in India for a non-resident:
The following Explanation has been substituted under section 9 of the Income-tax Act, retrospectively with effect from the 1st day of June, 1976, namely:—
For the removal of doubts, it is hereby declared that for the purposes of this section, income of a non-resident shall be deemed to accrue or arise in India under clause (v) or clause (vi) or clause (vii) of sub-section (1) and shall be included in the total income of the nonresident, whether or not,—

(i) the non-resident has a residence or place of business or business connection in India; or

(ii) the non-resident has rendered services in India.”.

The purpose of the amendment is to provide for taxation of payments of royalty, interest, and fees for technical services made to non-residents even when the non-resident is not rendering service in India so long as the services are utilized in India. 
Income of Social and Statistical Research association.
Payment made to an approved association engaged in research in social sciences or statistical research to be allowed as a weighted deduction of 125 per cent provided such association is approved and notified under Section 35(1)(iii). The income of such approved research association shall be exempt from tax u/s 10(21).

Section 12AA:-
Section 12AA, is proposed to be amended to provide powers to the Commissioner for cancellation of registration obtained under section 12A.

This amendment will take effect from 1st June, 2010.
Deduction for payments made to scientific research association enhanced
Deduction for contributions made to approved entities for scientific research u/s 35(1)(ii) has been enhanced from the existing rate of 125% to 175%.
Deduction u/s 35DDA providing for 1/5 th deduction of expenditure for payment made under VRS to the employees in five years has been extended to limited liability partnership where such partnership is formed in succession of a private company or unlisted public company by a limited liability partnership. It is stated that the provisions shall apply to the successor as they would have applied to the predecessor company.
It is also proposed to state that in case of such conversion, no deduction under the said section shall be allowed to the predecessor company in the previous year in which the conversion took place.
No disallowance if tax deducted during the previous year paid before due date of  return.
It is proposed to amend sub-clause (ia) of clause (a) of Section 40 to provide that no disallowance will be attracted, for, after deduction of tax during the previous year, if the same has not been paid on or before the due date of filing of return of income specified in sub-section (1) of section139.
This amendment will take effect retrospectively from 1st April, 2010, and will, accordingly, apply in relation to the assessment year 2010-2011 and subsequent years.
However for late deduction the rate of interest has been enhanced from 1% to 1.5%.

Tax audit limits  enhanced 
The threshold limit for tax audit has been enhanced for business from 40 lakhs to 60 lakhs. For professionals the revised limit is now 15lakhs from the existing 10lakhs. The penalty for non compliance of tax audit provisions has been increased from 1 lakh to Rs. 1.5 lakhs u/s 271B. 

Transfer exempted for capital assets in case of conversion into Limited Liability Partnerships.
It is proposed to amend section 47 providing that any transfer of a capital asset or intangible asset by a company shall not be treated as transfer under section 45 where a private company or unlisted public company (hereinafter referred to as the company) is converted into a limited liability partnership in accordance with the provisions of the Limited Liability Partnership Act, 2008.
Gifts taxed in the hands of firm and company
A new section 56 (viia) (para no. 21 of finance bill) has been inserted stating that a Firm and Company can not buy back property without consideration or inadequate consideration. Differential amount will be treated as income in the same line of section 56 (vii) which is applicable for individual and HUF.
TDS provisions

Limit of payments for non deduction of tax at source has been increased as follows: -


	Sl. No.
	Section 
	Nature of 

Payment
	Existing

threshold

limit of

payment

(Rupees)
	Proposed

threshold limit of

payment (Rupees)

	1. 


	194B
	Winnings

from lottery

or crossword

puzzle
	5,000
	10,000

	2.

	194BB
	Winning from 
Horse race
	2,500
	5,000

	3.

	194C
	Payments to
Contractors
	20,000

(for a single

transaction)
	30,000

(for a single

transaction)



	
	
	
	50,000

(for aggregate

of transactions

during

financial year)
	75,000

(for aggregate of

transactions during

financial year)

	4.

	194D
	Insurance

Commission
	5,000
	20,000

	5.

	194H
	Commission

or

Brokerage
	2,500
	5,000



	6.
	194I
	Rent 
	1,20,000
	1,80,000


	7.
	194J
	Fees for

professional

or technical

services


	20,000
	30,000


Certificate of TDS & TCS
At present the provisions of section 203(3) of the Income-tax Act dispense with the requirement of furnishing of TDS certificates by the deductor to the deductee on or after 1st April, 2010. Similarly, under section 206C(5) of the Act, a collector of tax at source will also not be required to issue tax collection certificate to the person from whom tax has been collected on or after 1st April, 2010.

Considering the fact that the TDS/TCS certificate constitutes an important document for the deductee/collectee, it is proposed that the deductor/collector will continue to furnish TDS/TCS certificates to the deductee/collectee even after 1st April, 2010.

Computation of exempted profits in the case of in the case of units in SEZs

Under the existing provisions contained in sub-section (7) of section 10AA, as they would stand before section 6 of the Finance (No.2) Act, 2009 comes into force, the profits derived from the export of articles or things or services shall be the amount which bears to the profits of the business of the undertaking, being the Unit, the same proportion as the export turnover in respect of such articles or things or services bears to the total turnover of the business carried on by the assessee.
The aforesaid provision was amended by section 6 of the Finance (No.2) Act, 2009, so as to substitute the reference to “assessee” by the word “undertaking”. The said amendment will become effective from 1st April, 2010 and accordingly, apply in relation to the assessment year 2010-2011 and subsequent years. 

In order to make the amendment effective for earlier years, it is proposed, by inserting a proviso to sub-section (7), to provide that the provision to sub-section (7), as amended by finance (No.2) Act 2009, will apply to the assessment year 2006-07 and subsequent assessment years.
Conversion of private limited company or an unlisted company into a limited liability partnership (LLP).

It is proposed to amend section 32 of the income tax Act, relating to depreciation, that in case of succession of a private limited company or an unlisted company by a limited liability partnership, the aggregate depreciation allowable to the predecessor company and the successor limited liability partnership shall not exceed, in any previous year, the deduction calculated at the prescribed rate as if no succession has taken place.
This amendment will take effect from 1st April, 2011 and will, accordingly, apply in relation to the assessment year 2011-2012 and subsequent years.
Limit of turnover or gross receipts enhanced, for the purpose of presumptive taxation basis.
The existing sub-clause (ii) of clause (b) of the Explanation to section 44AD, defines the term “eligible business” to mean any business except the business of plying, hiring or leasing goods carriages referred to in section 44AE and whose total turnover or gross receipts in previous year does not exceed forty lakh rupees for the purpose of computing profits and gains of business on presumptive basis.
It is proposed to enhance the said limit from forty lakh rupees to sixty lakh rupees.
Income of a non-resident providing services or facilities in connection with prospecting for, or extraction or production of, mineral oil.
Under the existing provision contained in section 44BB(1), income of a non-resident taxpayer who is engaged in the business of providing services or facilities in connection with, or supplying plant and machinery on hired used, or to be used, in the prospecting for, or extracting or production of, mineral oil is computed at ten percent, of the aggregate of the amount paid.

Section 44DA provides the procedure for computing income by way of royalty or fees for technical services, in case the right, property or contract giving rise to such income are effectively connected with the permanent establishment of the non resident, through which business is carried out in India.
Section 115A provides the rate of taxation in respect of income of a non resident, including a foreign company, in the nature of royalty or fee for technical services, other than the income referred to in section 44DA i.e., income in the nature of royalty and fee for technical services which is not connected with the permanent establishment of the non resident.

Combined effect of the provision of o 44BB, 44DA and 115A is that if the income of a non resident is in the nature of fee for technical services, it shall be taxable under the provisions of either 44DA or section 115A irrespective of the business to which it relates. Section 44BB applies only in case where consideration is for services and other facilities relating to exploration activity which are not in nature of technical services.

In order to remove the doubts and clarify the distinct scheme of taxation of income bby way of fees for technical services, it is proposed to amend the proviso to section 44BB so as to exclude the applicability of section 44BB to the income which is covered under section 44Da. Similarly, section 4DA is also proposed to be amended to provide that provisions of section 44BB shall not apply to the income covered under section 44DA.

These amendments are proposed to be take affect from 1st April 2011 and will, accordingly apply in relation to the assessment year 2011-12 and subsequent years.

Amendment under section 47A, relating to withdrawal of exemption in certain cases.

It is proposed to amend the aforesaid section so as to insert a new sub-section (4) which provides that where any of the conditions stipulated in the proviso to clause (xiiib) of section 47 are not complied with, the amount of profits or gains arising from the

transfer of capital assets by the predecessor private company or unlisted public company to the successor limited liability partnership on succession shall be deemed to be the profits or gains chargeable to tax of the successor limited liability partnership for the previous year in which the conditions stipulated in the proviso to clause (xiiib) of section 47 are not complied with. 

This amendment will take effect from 1st April, 2011 and will accordingly, apply in relation to the assessment year 2011-2012 and subsequent years.
The cost of acquisition of assets shall be deemed to be the cost of the previous owner in case of conversion into limited liability partnership.
It is proposed to amend sub-clause (e) of clause (iii) of sub-section (1) of section 49 so as to make a reference of clause (xiiib) of section 47 in the said sub-clause (e) to provide that in case of succession of a private company or unlisted public company by a limited liability partnership, the cost of acquisition of the assets for the successor limited liability partnership shall be deemed to be the cost for which the predecessor company acquired it.  
Taxation of certain transaction without consideration or for inadequate consideration under Section  56
Under the existing provisions of Section 56(2)(vii), any sum of money or any property in kind which is received without consideration (in excess of prescribed limit of Rs. 50,000) by any individual or a Hindu undivided family is chargeable to income tax in the hands of the recipient under the head “income from other sources”. However the receipts from relatives or on the occasion of marriage or under the will are outside the scope of this provision.

The existing definition of property for the purpose of section 56(2)(vii) includes immovable property being land or building or both, shares and securities, jewellery, archeological collection, drawings, paintings, sculpture or any work of art.

These are anti-abuse provisions which are currently applicable only if an individual or an HUF is the recipient. Therefore, transfer of shares of a company to a firm or a company, instead of an individual or an HUF, without consideration or at a price lower than the fair market value does not attract the anti-abuse provision.

In order to prevent the practice of transferring unlisted shares at price much below the fair market value, it is proposed to amend section 56 to also include within its ambit transaction undertaken in shares of a company (not being a company on which public is substantially interested) either for inadequate consideration or without consideration where the recipient is a firm or a company (not being a company on which public is substantially interested). Section 2(18) provides the definition of a company in which public are substantially interested.

It is also proposed to exclude the transaction undertaken for business reorganization, amalgamation and demerger which are not regarded as transfer under clauses (via), (vic),  (vicb), (vid) and (vii) of section 47 of the act.

Consequential amendments are proposed in—

(i) Section 2(24), to include the value of such shares in the definition of income.

(ii) Section 49, to provide that the cost of acquisition of such shares will be the value which has been taken into account and has been subjected to tax under the provision of section 56 (2).

These amendments are proposed to take effect from 1st June 2010 and will, accordingly, apply in relation to the assessment year 2011-2012 and subsequent years.

The provisions of section 56(2)(vii) were introduced as a counter evasion mechanism to prevent laundering of unaccounted income under the grab of gift , particularly after the abolition of the Gift Tax Act. The provisions were intended to extend the tax net of such transaction in kind. The intent is not to tax the transaction entered into the normal course of business or trade, the profit of which are taxable under specific head of income. It is, therefore, proposed to amend the definition of property so as to provide that section 56(2)(vii) will have application to the property  which is in the nature of capital asset of the recipient and therefore would not apply to stock in trade, raw material and consumable stores of any business of such recipient.

In several cases of immovable property transaction, there is a time gap between the booking of a property on registration, which results a taxable differential. It is therefore, proposed to amend clause (vii) of section 56(2) so as to provide that it would apply only if the immovable property is received without any consideration and to remove the stipulation regarding transactions involving cases of inadequate consideration in respect of immovable property.
These amendments are proposed to take effect retrospectively from 1st October, 2009, and will, accordingly, apply in relation to the assessment year 2010-2011 and subsequent years.
It is proposed to amend the definition of ‘property’ as provide under section 56 so as to include transaction in respect of ‘bullion’.

This amendment if proposed to take affect from 1st June, 2010 and will, accordingly, apply in relation to the assessment year 2011-12 and subsequent years.

It is proposed to amend section 142A(1) to allow the assessing officer for an estimate of the value of property for the purpose of section 56(2).

This amendment is proposed to take effect from 1st July, 2010.   
Amendment under section 72A, relating to carry forward and set off of accumulated loss and unabsorbed depreciation allowance in amalgamation or demerger, etc.
Sub-clause (a) proposes to insert a new sub-section (6A) which provides that in case of succession of business of any private company or unlisted public company by a limited liability partnership, fulfilling the conditions laid down in the proviso to clause (xiiib) of section 47, the accumulated loss and the unabsorbed depreciation of the predecessor company will be deemed to be the loss or allowance for depreciation of the successor limited liability partnership. However, if the conditions stipulated in the proviso to clause (xiiib) of section 47 are not complied with, the set off of loss or allowance of depreciation which had been allowed shall be deemed to be the income chargeable to tax of the successor limited liability partnership for the previous year in which the conditions stipulated in the proviso to clause (xiiib) of section 47 are not complied with. 
These amendments will take effect from 1st April, 2011 and will, accordingly, apply in relation to the assessment year 2011-2012 and subsequent years.
No further deduction to be allowed, if already claimed under the provision of section 80A
The existing provisions contained in the aforesaid section provide that the aggregate amount of deductions in computing the total income shall not, in any case, exceed the gross total income of the assessee.
It is proposed to amend the aforesaid section so as to insert a new sub-section (7) to provide that where a deduction under any provision of this Chapter under the heading “C.- Deductions in respect of certain incomes” is claimed and allowed in respect of

profits of any of the specified business referred to in clause (c) of sub-section (8) of section 35AD for any assessment year, no deduction shall be allowed under the provisions of section 35AD in relation to such specified business for the same or any other assessment year.
This amendment will take effect from 1st April, 2011 and will, accordingly, apply in relation to the assessment year 2011-2012 and subsequent years.
Widening the scope of investment under section 80GGA relating to deduction in respect of certain donation for scientific research or rural development
Clause (aa) of sub-section (2) of the aforesaid section provides that donations made to a university, college or other institution to be used for research in social science or statistical research qualify for deduction under that section provided such university, college or institution is approved for the purposes of clause (iii) of subsection (1) of section 35.

It is proposed to amend the aforesaid clause so as to also include a research association which has as its object undertaking of research in social science or statistical research and which for the time being is approved for the purposes of clause (iii) of sub-section (1) of section 35. Accordingly, any sum paid to such research association will be eligible for deduction under the aforesaid section. 

This amendment will take effect from 1st April, 2011 and will, accordingly, apply in relation to the assessment year 2011-2012 and subsequent years.
Exceeding the time limit and also increasing the norms for built-up area in respect of building shops and other commercial establishments under section 80IB
Under the existing provision of section 80IB(10), 100 per cent deduction is available in respect of profits derived by an undertaking from developing and building housing projects approved by a local authority before 31.03.2008. The benefit is available subject to certain conditions:
(a) The project has to be completed within 4 years from the date of approval from local   authority.

      (b) The built up area of the shop and other commercial establishments included in the housing project should not exceed 5 per cent of the built up area of the housing project or 2,000 sq. feet, whichever is less.
It is proposed to increase the period for completion of a housing project, approved on or after 1st April, 2005, from four years to five years. And it is also proposed to revise the existing limit to three per cent of the aggregate built-up area of the housing project or 5,000 square feet, whichever is higher.
These amendments will take effect, retrospectively, from 1st April, 2010 and will, accordingly, apply in relation to the assessment year 2010-2011 and subsequent years.
Increasing the time limit in respect of deduction of profit relating to operating a hotel or a convention centre in the national capital territory
Section 80ID of the income tax Act provides for 100 per cent deduction for five years, of profit by an undertaking from business of a two-star, three-star or four-star category hotel or from the business of building, owning and operating a convocation centre located in national capital district of Delhi and some of its districts, provided that such hotel has started functioning or such convention centre is constructed during the period 1.4.2007 to 31.3.2010.
It is proposed to extend the said period from 31st March, 2010 to 31st July, 2010.
This amendment will take effect from 1st April, 2011, and will, accordingly, apply in relation to the assessment year 2011-2012 and subsequent years.
No tax credit will be allowable to a limited liability partnership in respect of tax paid on deemed income

The existing provisions contained under Section 115JAA provides that where any amount of tax is paid under sub-section (1) of section 115JB by a company for any assessment year, credit in respect of tax so paid shall be allowed to it in accordance with the provisions of section 115JAA. 

It is proposed to insert a new sub-section (7) in the said section to provide that the provisions of section 115JAA shall not apply to a limited liability partnership which has been converted from a private company or unlisted public company under the Limited

Liability Partnership Act, 2008.
This amendment will take effect from 1st April, 2011 and will, accordingly, apply in relation to the assessment year 2011-2012 and subsequent years. 
Extension of time limit for issuing of government notification relating to processing of returns
Under the existing provisions contained in sub-section (1B) of Section 115WE, the Central Government may, for the purpose of giving effect to the scheme made under sub-section (1A) of that section, by notification in the Official Gazette, direct that any of the provisions of the Act relating to processing of returns shall not apply or shall apply with such exceptions, modifications and adaptations as may be specified in that notification. However, no direction is to be issued after 31st March, 2010.
It is proposed to extend the time limit from 31st March, 2010 to 31st March, 2011.
A similar amendment is also proposed to be made under section 143(1B) of the income tax Act.

These amendments are proposed to take effect retrospectively from 1st April, 2010.
Widening the ambit of section 139 relating to furnishing return of income in case of  Research association
Under the existing provisions contained in sub-section (4C) of section 139 of Income Tax Act relating to filing of income tax return, every scientific research association, shall, if its total income (without giving effect to the provisions of section 10) exceeds the maximum amount which is not chargeable to income-tax, furnish a return of such income of the previous year.
It is proposed to amend sub-section (4C) in order to require a research association having as its object undertaking research in social science or statistical research to also furnish its return of income.
These amendments will take effect from 1st April, 2011 and will, accordingly, apply in relation to the assessment year 2011- 2012 and subsequent years.
Changing the definition of the term ‘case’ under section 245
Under the existing provisions of section 245(b), the term ‘case’, is defined as any proceeding for any assessment, of any person in respect of any assessment year or assessment years which may be pending before any assessing officer on the date on which an application is made to the settlement commission. However it excludes among others, proceeding for assessment or reassessment resulting from any search or as a result of requisition of books of accounts or other documents or any assets, initiated under the Act.

It is now proposed to include proceedings for assessment or reassessment resulting from any search or as a result of requisition of books of accounts or other documents or any assets, within the definition of a ‘case’ which can be admitted by the settlement commission.
It is also proposed to amend the explanation to section 245A(b) to specify the date on which the proceeding for assessment or reassessment shall be deemed to have commenced and concluded in the case of a person whose income is being assessed or reassessed as a result of search or as a result of requisition of books of accounts or other documents or any assets.

Exceeding the limit prescribed for application to settlement commission under section 245C

Under the existing provisions of the aforesaid section an application can be made before the Settlement Commission, if the additional amount of income-tax payable on the income disclosed in the application exceeds three lakh rupees.
It is proposed to substitute the proviso of Section 245C so as to provide that an application can be made before the Settlement Commission, in cases where proceedings for assessment or reassessment have been initiated as a result of search under section 132 or books of account, other documents or any assets requisitioned under section 132A, if the additional amount of income-tax payable on the income disclosed in the application exceeds fifty lakh rupees.
It is further proposed to provide that, in other cases, an application can be made before the Settlement Commission, if the additional amount of income-tax payable on the income disclosed in the application exceeds ten lakh rupees.   
Amendment to section 245D of the Income tax Act relating to the procedure on receipt of an application under section 245C.
Under the existing provision of section 245D(4A) of the Income Tax Act, the settlement commission shall pass an order within twelve months from the end of the month in which the application was made.
It is proposed to amend the sub clause (ii) of sub-section 4A so as provide that the settlement commission, shall, in respect of an application filed on or after 1st June,2007 but before 1st  June,2010 pass an order within the specified period of twelve months.
It is further proposed to insert a new clause (iii) in sub section 4A so as provide that the settlement commission, shall, in respect of an application made on or after 1st June,2010, pass an order within eighteen months from the end of the month in which the application is made.
Consequential amendments on similar lines are proposed to be made in section 22D of the wealth –tax Act.

These amendments are proposed to take effect from 1st June, 2010.
Appeal can be made to High court U/s 256,  beyond the period of six months from the date of refusal by appellate tribunal
Under the existing provision of the aforesaid section, where an Income-Tax Appellate Tribunal had refused to refer a case to High court, then the commissioner or the assessee can file an appeal before the High court against such refusal of order from the appellate tribunal, within a period of six months from the date of order of refusal.
It is now proposed to insert a new sub-section (2A) so as to empower the High Court to admit an application after the expiry of said period of six months, if it is satisfied that there was sufficient cause for not filing the same within the said period.
This amendment will take effect retrospectively from 1st June, 1981.

Appeal can be made to High court beyond the period of six months from the date of order passed by the appellate tribunal U/s260A
Under the existing provision of the aforesaid section, where an Income Tax Appellate Tribunal had passed any order, then the Commissioner or the assessee can file an appeal before the High Court against such order, within a period of six months from the date of   passing the order passed by the tribunal.
It is now proposed to insert a new sub-section (2A) so as to empower the High Court to admit an application after the expiry of said period of six months, if it is satisfied that there was sufficient cause for not filing the same within the said period.
Consequential amendments on similar lines are proposed to be made in section 27A of the wealth-tax Act.

This amendment will take effect retrospectively from 1st October, 1981.
Time limit extended for allotment of DIN

Under the existing provisions contained in section 282B, the income-tax authority is required to allot a computer generated Document Identification Number before issue of every notice, order, letter or any correspondence to any other income tax authority or assessee or any other person and such number shall be quoted thereon. It also provides that every document, letter or correspondence received by an income-tax authority or on behalf of such authority, shall be accepted only after allotting and quoting of a computer generated Document Identification Number. The provisions of this section will come into force with effect from 1st October, 2010.

It is proposed to amend the provisions of the said section so as to provide that Document Identification Number will be required to be allotted on or after 1st July, 2011.
This amendment will take effect from 1st October, 2010.
Taxation of income of non-life insurance business.
Section 44 read with first Schedule to the Income-tax Act provides the scheme of computation of income of Insurance companies. According to Rule 5 of the said Schedule, the income of non-life insurance is taken as ‘profit before tax and appropriation’ as per the profit and loss account of the company, prepared in accordance with the regulation made by the IRDA, subject to certain adjustment.

The Finance Act, 2009 amended the first Schedule to provide that in case of non-life insurance business, appreciation of or gain on realization of investments taken credit for in the accounts shall be treated as income and be included in the computation of total income.
The appreciation in the value of investment, being in the nature of unrealized gain is not taken into account for determining profit or loss of non-life insurance business as per the IRDA regulations. It is, therefore proposed that the unrealized gains due to appreciation in the value of the investments will not be included in the total income. Similarly, deduction will not be allowed for provision for losses due diminution in the value of investments as this is not a realized loss.

It has also been provided that any gain or loss on realization of investments shall be added or deducted for the purpose of computation of the total income, if the same is not already credited or debited in the profit and loss account.

This amendment is proposed to take effect from 1st April, 2011 and will, accordingly, apply in relation to the assessment year 2011-12 and subsequent years.
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