Amendments effective from A.Y. 2011-12 i.e. with effect from F.Y. 2010-11 unless stated otherwise

Direct Tax Proposals
Tax Rate

	Existing 
	Proposed

	Income (Rs.)
	Rate (%)
	Income (Rs.)
	Rate (%)

	0-160000 #
	Nil
	0-160000 #
	Nil

	160001-300000
	10
	160001-500000
	10

	300001-500000
	20
	500001-800000
	20

	500001 & above
	30
	800001 & above
	30


Education cess of 3% is leviable on the amount of income tax.

#
The exemption limit of Rs. 1,90,000 in case of resident women below the age of 65 years at any time during the financial year and Rs. 2,40,000 in case of resident individuals of the age of 65 years or more at any time during the financial year.
· No change in corporate tax & cess, surcharge reduced to 7.5% (previously it was 10%). The revised tax rate is 33.2175%. Overal benefit to corporate sector in domestic field is 0.7725% in terms of tax rate.  

· Minimum Alternate Tax (MAT) raised to 18% (Previously it was 15%)

Income deemed to accrue or arise in India to a non-resident
· Income of a non-resident by way of interest, royalty or fees for technical services shall be deemed to accrue or arise in India and shall be included in his total income whether or not:

· The non-resident has a residence or place of business or business connection in India; or

· The non-resident has rendered services in India.

· This amendment is proposed to take retrospective effect from 1st June 1976, i.e., in relation to the assessment year 1977-78 and subsequent years.  
Weighted deduction for scientific research & development 

· Weighted deduction of 125 per cent is enhanced to 175 per cent in case of expenditure on scientific research or payments made to National Laboratories, research associations, colleges, universities and other institutions for scientific research. [Section 35(1) & 35(2AA)]

· Weighted deduction of 150 per cent is enhanced to 200 per cent in case of in-house research & development expenditure incurred by companies engaged in the business of manufacture or production of an article or thing except those specified in the Eleventh Schedule of the Income-tax Act. [Section 35(2AB)

Weighted deduction on payments made to associations engaged in research in social science or statistical research and exemption in respect of the income of such associations

· Currently, section 35(1)(ii) provides for a weighted deduction from business income to the extent of 125 per cent of any sum paid to an approved and notified scientific research association or to a university, college or other institution to be utilized for scientific research.

· Section 35(1)(iii) provides similar deduction if the sum is paid to an approved and notified university, college or other institution to be used to carry on research in social science or statistical research. 

· Section 80GGA allows deductions for donations made to such association, universities, etc. 

· Under section 10(21), exemption is granted in respect of the income of a scientific research association which is approved and notified under section 35(1)(ii). 

· The university, college or other institutions, which are approved either under section 35(1)(ii) or under section 35(1)(iii) also qualify for exemption of their income under section 10(23C) of the Act subject to specified conditions.

· The associations, which are engaged in undertaking research in social science or statistical research, are not currently covered by the provisions of section 35(1)(iii). Such research associations are also not entitled to exemption in respect of their income.

· It is now proposed to amend section 35(1)(iii) so as to include an approved research association, which has as its object undertaking research in social science or statistical research. 

· It is also proposed to amend section 10(21) so as to also provide exemption to such associations in respect of their income. This exemption will be subject to the same conditions under which an approved research association undertaking scientific research is entitled to exemption in respect of its income. 

· An amendment to include allowability of deductions for donations made to such associations is also proposed.

Disallowance of expenditure u/s 40(a)(ia)

· Under the existing provisions, the expenses like interest, commission, contractor payments, brokerage, rent, royalty, fees for professional or technical services incurred or paid to a resident during a financial year shall be disallowed if tax is not deducted or after deduction not deposited in the financial year itself.

· However, in case the deduction of tax is made during the last month of the financial year, the expenses as aforesaid shall be allowed if the tax is deposited on or before the due date of filing of return.

· After the amendment, the aforesaid expenses shall be allowed if the tax deducted during the financial year is deposited before the due date of filing of the return.

· If the tax deducted is deposited after the due date of filing of return, aforesaid expenses shall be allowed as deduction in the year in which such tax has been paid.

· The above amendment shall be effective from A.Y. 2010-11 and subsequent years.

Amendments relating to TDS Provisions

· The minimum limits on payment of which tax is not deductible as per the provisions under various sections are enhanced as below:

	Sl. No.
	Persons
	Existing Limit (Rs.)
	Proposed Limit (Rs.) (w.e.f 01-07-2010)

	1
	Winnings from lottery, crossword puzzle, card game or any other game (Sec 194B)
	5,000
	10,000

	2
	Winnings from horse race (Sec 194BB)
	2,500
	5,000

	3
	Payment to contractors (Sec 194C)
	
	

	
	a. for a single transaction 
	20,000
	30,000

	
	b. for aggregate of transactions during the financial year
	50,000
	75,000

	4
	Insurance commission (Sec 194D)
	5,000
	20,000

	5
	Commission or brokerage (Section 194H)
	2,500
	5,000

	6
	Rent (Sec 194I)
	1,20,000
	1,80,000

	7
	Fees for professional or technical services (Sec 194J)
	20,000
	30,000


· Interest shall be chargeable at the following rates if TDS is not deducted or after deduction not deposited as per the requirements of the Act.

· In case tax is not deducted, simple interest @ 1% per month or part of the month from the date it was deductible till the date of deduction.

· After deduction if tax is not deposited within the due date, simple interest @ 1.5% per month or part of the month from the date of deduction till the date of deposit.

· The said interest must be paid before furnishing the quarterly TDS statement.

· The person deducting tax or collecting tax shall furnish certificates of tax deduction or tax collection. (Earlier this requirement of issuing TDS / TCS certificates was withdrawn for tax deducted or collected on or after 01.04.2010).

New Section 80CCF

· Subscription to long term infrastructure bonds (to be notified by the Central Government) to the extent of Rs. 20,000/- shall be deducted while computing the total income.

· This shall be over & above the present limit of Rs. 1,00,000/-.

Health Insurance premium u/s 80D

· In case of an individual, scope of payment towards health insurance premium widened. 

· From AY 2011-12, any contribution made to the Central Government Health Scheme shall also be eligible for deduction u/s 80D.

Definition of “charitable purpose”

· Definition of “charitable purpose” in Section 2(15), among others, includes “the advancement of any other object of general public utility”. However, “the advancement of any other object of general public utility” is not a charitable purpose, if it involves the carrying on of any activity in the nature of trade, commerce or business, or any activity of rendering any service in relation to any trade, commerce or business, for a cess or fee or any other consideration, irrespective of the nature of use or application, or retention, of the income from such activity.

· The absolute restriction on any receipt of commercial nature may create hardship to the organizations, which receive sundry considerations from such activities. It is, therefore, proposed to amend section 2(15) to provide that “the advancement of any other object of general public utility” shall continue to be a “charitable purpose” if the total receipts from any activity in the nature of trade, commerce or business, or any activity of rendering any service in relation to any trade, commerce or business do not exceed Rs.10 lakhs in the previous year.

· This amendment is proposed to take effect retrospectively from 1st April 2009 and will, accordingly, apply in relation to the assessment year 2009-10 and subsequent years. 

Clarification regarding computation of exempted profits in the case of units in Special Economic Zones (SEZs) 
· Under sub-section (7) of section 10AA of the Income-tax Act, the exempted profit of a SEZ unit is the profit derived from the export of articles or things or services and same is required to be calculated as under: 

Profits of the business of the unit × export turnover of the unit 

___________________________________________________ 

Total turnover of the business carried on by the assessee 

· This method of computation of the profits of business with reference to the total turnover of the assessee is perceived to be discriminatory in so far as those assesses are concerned who were having multiple units in both the SEZ and the domestic tariff area (DTA) vis-à-vis those assesses who were having units in only the SEZ. With a view to removing the anomaly, it is proposed to amend the provisions of sub-section (7) of section 10AA of the Income Tax Act so as to provide that the deduction under section 10AA shall be computed with reference to the total turnover of the undertaking.

· The above provision as amended by the Finance (No. 2) Act 2009, will apply to the assessment year 2006-07 and subsequent assessment years.  

Cancellation of registration obtained under section 12A

· Section 12AA(3) currently provides that if the activities of the trust or institution are found to be non-genuine or its activities are not in accordance with the objects for which such trust or institution was established, the registration granted under section 12AA can be cancelled by the Commissioner after providing the trust or institution an opportunity of being heard.

· The power of cancellation of registration is inherent and flows from the authority of granting registration. However, judicial rulings in some cases have held that the Commissioner does not have the power to cancel the registration, which was obtained earlier by any trust or institution under provisions of section 12A, as it is not specifically mentioned in section 12AA.

· It is, therefore, proposed to amend section 12AA so as to provide that the Commissioner can also cancel the registration obtained under section 12A as it stood before amendment by Finance (No.2) Act, 1996.

· This amendment is proposed to take effect from 1st June 2010.

Limit of turnover / gross receipts for audit of accounts and for presumptive taxation
· Under the existing provisions, the turnover or gross receipts limit for the purpose of compulsory audit of accounts was forty lakh rupees in case of persons carrying on business and ten lakh rupees in case of persons carrying on profession.

· In order to reduce compliance burden of small businesses and professionals, it is proposed to increase the aforesaid threshold limit from forty lakh rupees to sixty lakh rupees in the case of persons carrying on business and from ten lakh rupees to fifteen lakh rupees in the case of persons carrying on profession. 

· It is also proposed to increase the maximum penalty for failure to get accounts audited under section 44AB or to furnish a report of such audit, from one lakh rupees to one lakh fifty thousand rupees. 

· In case of an assessee engaged in the business of civil construction or supply of labour for civil construction, it is proposed to increase the threshold limit from forty lakk rupees to sixty lakh rupees.   

Provisions relating to Limited Liability Partnership (LLP)

· Where a private company or unlisted public company is converted to a Limited Liability Partnership (LLP), certain tax benefits are available to LLP if the following conditions are fulfilled:

· All assets and liabilities of the company become the assets and liabilities of the LLP.

· Shareholders of the company become the partners of the LLP in the same proportion of their shareholding.

· The shareholders do not receive any consideration or benefit except share in profit and capital contribution in LLP.

· Aggregate profit sharing ratio of the shareholders of the company in the LLP shall not be less than 50% at any time during the period of 5 years from the date of conversion.

· The total sales, turnover or gross receipts in the business of company does not exceed Rs. 60 lakhs in any of the three years prior to the year in which conversion takes place. 

· No amount is paid, either directly or indirectly, to any partner out of the accumulated profit of the company for a period of 3 years from the date of conversion. 

· The expressions “private company” and “unlisted public company” shall have the meaning assigned to them in the Limited Liability Partnership Act, 2008.

· If the above conditions are fulfilled the following benefits are available to the LLP.

· Expenses incurred in voluntary retirement scheme by the “private company” or “unlisted public company” shall be allowable to the LLP for the remaining period. [Section 35DDA(4A)]

· Actual cost of the block of assets to the LLP shall be the written down value of the block of assets in case of “private company” or “unlisted public company” on the date of conversion. [Explanation 2C of Section 43(6)]

· Transfer of capital asset or intangible asset by “private company” or “unlisted public company” to LLP shall not be regarded as transfer. [Section 47(xiiib)]. In case any of the conditions are not complied with, then profits or gains arising from such transfer shall be chargeable to capital gain tax in the year in which the said conditions are not complied with. [Section 47A(4)]

· Carry forward and set off of accumulated loss and unabsorbed depreciation shall be allowed to the successor LLP. If conditions are not complied with the benefit availed shall be deemed to be the profits or gains in the year in which the conditions are not complied with.

· Tax credit in respect of MAT paid by the “private company” or “unlisted public company” during earlier years shall not be allowed to successor LLP. 

GIFT 
· U/s 56 shares of a company (not being a company in which public are substantially interested) in excess of Rs. 50,000 received without consideration by a firm or a company (not being a company in which public are substantially interested) will be chargeable to income tax in the hands of the recipient under the head ‘Income from other sources’.

· In case shares are received for a consideration, if fair market value of the shares exceeds by an amount of Rs. 50,000/- over the consideration, then such excess amount shall be chargeable to tax as said above.

· The above provisions shall not be applicable if the shares are received by the company in a scheme of amalgamation as mentioned in clauses (via), (vic), (vid) or (vii) of section 47.

· The above amendment shall take effect from 1st June 2010.
Deduction for developing & building housing projects
· Under the existing provisions of section 80-IB(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 31.3.2008. This benefit is available subject to the following conditions:

· The project has to be completed within 4 years from the end of the financial year in which the project is approved by the local authority.

· The built-up area of the shops and other commercial establishments included in the housing project should not exceed 5 per cent of the total built-up area of the housing project or 2,000 sq.ft. whichever is less.

· It is proposed to increase the period allowed for completion of a housing project for availing tax benefit under this section, from the existing 4 years to 5 years from the end of the financial year in which the housing project is approved by the local authority. This extension will be available for housing projects approved on or after 1.4. 2005.

· The built-up area of the shops and other commercial establishments included in the housing project is proposed to be three per cent of the aggregate built-up area of the housing project or 5000 sq. ft., whichever is higher. This benefit will be available to projects approved on or after the 1.4.2005, which are pending for completion, in respect of their income relating to assessment year 2010-11 and subsequent years.

· These amendments are proposed to take effect retrospectively from the assessment year 2010-11 and subsequent years.

Deduction of profits of a hotel or a convention center in the National Capital Territory

· Assessees deriving profits from the business of a two star, three star or four star hotel or from the business of building, owning and operating a convention center located in National Capital Territory of Delhi and the districts of Faridabad, Gurgaon, Gautam Budh Nagar and Ghaziabad are entitled a deduction of 100% of profits derived from such business for a period of 5 consecutive years beginning from the initial year.

· For claiming the above deduction, the hotel must have started functioning or convention center must have been constructed during the period from 01.04.2007 to 31.03.2010.

· Under this amendment the limitation period is extended to 31.07.2010. 

Power of the High Court to condone delay in filing of appeals

A. Section 260A

· The existing provisions of section 260A(2) provide that an appeal against the order of Income-tax Appellate Tribunal can be filed before the High Court within a period of 120 days from the date of the receipt of the order by the assessee or the Commissioner. 

· It is now proposed to insert sub-section (2A) in section 260A of the Income-tax Act to specifically provide that the High Court may admit an appeal after the expiry of the period of 120 days, if it is satisfied that there was sufficient cause for not filing the appeal within such period.

· Consequential amendments on similar lines are proposed to be made in section 27A of the Wealth-tax Act.

· These amendments are proposed to take effect retrospectively from 1st October 1998.

B. Section 256

· Under section 256 of the Income-tax Act, the Income-tax Appellate Tribunal could refer a case to the High Court. In case where the Income-tax Appellate Tribunal refused to refer a case to the High Court, the assessee or the Commissioner were allowed to file an appeal before the High Court against such refusal of the Tribunal within a period of six months from the date on which he was served with an order of refusal.

· It is proposed to retrospectively insert sub-section (2A) in section 256 so as to empower the High Court to admit an application after the expiry of the period of six months, if it is satisfied that there was sufficient cause for not filing the same within such period.

· Consequential amendments on similar lines are also proposed to be made in section 27 of the Wealth-tax Act.

· These amendments are proposed to take effect retrospectively from 1st June 1981. 

Document Identification Number

· Section 282B (Allotment of Document Identification Number) is a new section inserted by the Finance (No. 2) Act, 2009 in the Income-tax Act with effect from 1st October, 2010.

· Under the provisions of this section, an 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, 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.

· In order to cover the entire gamut of services mentioned in section 282B on a pan-India basis, it would be essential to have the requisite infrastructure and facilities in place.

· It is proposed to amend the provisions of section 282B so as to provide that Document Identification Number will be required to be issued on or after 1st July 2011.

· This amendment is proposed to take effect from 1st October 2010.

