Dividend Distribution Tax (115-O) 
PRESENT SITUATION
There are two types of Cases in which DDT (Dividend Distribution Tax) is leviable.
First Case
When a domestic Company declares or distributes or pays any dividend, then this company pays additional tax @15%. (Surcharge and Cess shall also be levied)
Second Case
When a foreign Company declares or distributes or pays any dividend, then the Specified Domestic Company (Recipient Company) shall pay additional tax @15% (Surcharge and Cess shall also be levied)
Specified Domestic Company means who holds 26% or more in other Company. 
IN CASE OF HOLDING – SUBSIDIARY & FOREIGN – SPECIFIED DOMESTIC COMPANY.
When holding co declares or distributes or pays any dividend then this company pays additional tax after reducing the amount received from subsidiary
Suppose H Ltd is a Holding Company and S Ltd is a Subsidiary Company. H Ltd holds 70% in S Ltd. S ltd has 100 Lacs Profit. Suppose S Ltd distributes all the profit of RS 100 Lacs. H ltd shall receive RS 70 Lacs from S Ltd and shall credit to Profit and Loss Account. 
Now suppose, H ltd has profit of RS 200 Lacs, then H ltd shall pay additional tax @15% on RS 130 Lacs (200-70) not on RS 200 Lacs. Because S Ltd has already paid additional tax on RS 70 Lacs.
 S Ltd shall pay additional tax on RS100 Lacs @ 15%
H Ltd shall pay additional tax on RS 130 Lacs (200-70) @ 15%
H LTD
PL Account
Net Profit = RS 200 Lacs
Distributed all RS 200 Lacs
H Ltd shall receive 70 Lacs 
S LTD
PL Account
Net Profit = RS 100 Lacs
Distributed all RS 100 Lacs
S Ltd
Holds 70% 
H Ltd








Note: Reduction is also available for second Case (Amendment made by Finance Act 2013). For Second Case: Assume S ltd is foreign Company and H Ltd is Specified Domestic Company.
[bookmark: _GoBack]Amendment made by Finance Act 2014
Tax on distributed profits of domestic companies under section 115-O to be levied on the gross amount of dividend and not on net amount of dividend distributed.

