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AMENDMENTS DONE BY FINANCE ACT 2008 FOR AY 2009-2010
	SECTIONS
	CHANGES

	2(1A)
	DEFINITION OF AGRICULTURE INCOME: Any income derived from saplings or seedlings grown in a nursery shall be deemed to be agricultural income.



	2(15)
	CHARITABLE PURPOSE: Advancement of any other object of general public utility shall not be 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.



	New section
10(26AA)
	EXEMPTED INCOME: In case of an individual, being a Sikkimese, any income which accrues or arises

(a)   
from any source in the State of Sikkim; or

(b)
   by way of dividend or interest on securities from any place
Shall be fully exempt from tax.

Provided these incomes shall not be exempt to a Sikkimese woman who, on or after 1/4/2008 marries an individual who is not a Sikkimese.

Explanation For the purposes of this clause, “Sikkimese” shall mean—

(i) 
an individual, whose name is recorded in the register of Sikkim Subjects immediately before the 26/4/1975; or

(ii) 
any other individual, whose name does not appear in the Register of Sikkim Subjects, but it is established beyond doubt that the name of such individual’s father or husband or paternal grandfather or brother from the same father has been recorded in that register.


	New section 10(26AAB)
	Any income of an agriculture produce market committee or any board constituted under any law for the purpose of regulating the marketing of the agricultural produce shall be exempt from income tax.

	10(43)
	Any amount received by an individual as a loan, either in lump sum or in installment, in a transaction of reverse mortgage referred to Section 47(xvi) shall be exempt from Income Tax.

Reverse mortgager means the eligible person who has mortgaged the capital asset for the purpose of obtaining loan.

Reverse mortgage transaction means a transaction in which the loan may be disbursed to the reverse mortgagor but does not include transaction of sale, or disposal, of the property for settlement of the loan.
Any transfer of a capital asset in a transaction of reverse mortgage under a scheme made and notified by the Central Government is not regarded as transfer.



	35(1)
	EXPENDITURE ON SCIENTIFIC RESEARCH: An amount equal to 125% of any sum paid to a company to be used by it for scientific research is allowed as a deduction. 
Provided that such company—

(A)      
is registered in India,

(B)
       has as its main object the scientific research and development,

(C)
        is approved by the prescribed authority and
(D)
        fulfils such other conditions as may be prescribed


	35D
	AMORTIZATION OF PRELIMINARY EXPENSES: From the words "industrial undertaking" and "industrial unit", "industrial" word shall be deleted. This means that now amortization of preliminary expenses is allowed to all undertakings and units and even to service sector. 

	36
	OTHER DEDUCTIONS: Securities transaction tax & Commodities transaction tax paid by the assessee are allowed as a deduction in the profit and loss account.


	40(a)
	AMOUNTS NOT DEDUCTIBLE: To claim deduction of any interest or fee or royalty which is paid outside India to a non resident or is paid in India to a non resident or a foreign company TDS has to be done and has to be deposited with the govt. as per time period mentioned under section 200(1). This time period has been changed now. No deduction in the profit and loss shall be allowed if TDS has not been paid as follows: 
A) If TDS has been done anytime during the months of April to February of the previous year then amount of TDS shall be deposited to the government till 31/3/PY, for claming deduction in the profit and loss account.
B) If TDS has been done during the month of March of the previous year then amount of TDS shall be deposited to the government till the due date of filling of income tax return u/s 139(1).

C) And if not paid as per above mentioned dates then deduction shall be allowed in the previous year in which such sum has been paid.



	40A(3)

	EXPENSES NOT DEDUCTIBLE: The case of Alloo Supply Company has been overruled. 
Where the assessee incurs any expenditure in respect of which a payment or aggregate of payments made to a person IN A DAY, otherwise than by an account payee cheque or account payee bank draft, exceeds twenty thousand rupees, no deduction shall be allowed in respect of such expenditure.


	New Section 40A(3A):
	If any person has claimed expenditure on the due basis during the previous year and has made the payment during the subsequent previous year and such payment is not made by account payee cheque or account payee bank draft then the amount paid shall be regarded as the income of the year in which such payment has been made.



	47
	TRANSACTIONS NOT REGARDED AS TRANSFER: Conversion of specified bonds into shares or debentures of any company and Transfer of a capital asset in a transaction of reverse mortgage shall not be regarded as transfer for the purposes of capital gains.


	80C
	DEDUCTIONS: The following 2 investment area has been notified: 

1) Savings and investments in an account under the Senior Citizens Savings Scheme Rules, 2004 and 
2) Savings and investments as five year time deposit in an account under the Post Office Time Deposit Rules, 1981.
Any withdrawal of the principal amount or accrued interest from these investments before the expiry of 5 years from the date of deposit would attract tax liability. 



	80D
	DEDUCTION IN RESPECT OF HEALTH INSURANCE: NEW SECTION

(1)Deduction is allowed to an individual or a Hindu undivided family for the payment of premium made for health insurance by any mode other than cash and such payment of premium shall be out of his taxable income.
(2)In case of an individual deduction shall be the aggregate of the following

(a)
The whole of the amount paid as a premium for the insurance on the health of self or his family but subject to maximum of Rs. 15000 pa. 
(b) The whole of the amount paid as a premium for the insurance on the health of the parent or parents (whether dependent or not) of the assessee but subject to the maximum of Rs. 15000 pa. 

Explanation: Family means the spouse and dependant children of the assessee.

(3) In case of HUF deduction shall be the whole of the amount paid as a premium for the insurance on the health of any member of HUF but subject to maximum of Rs. 15000 pa. 

(4) In all of the above cases if the insured person is a senior citizen then maximum deduction shall be Rs. 20000 pa. 
(5) The insurer for this section can be (a)
the General Insurance Corporation of India (b)
 any other insurer approved by the IRDA.


	111-A
	Rate of STCG on sale of listed equity shares has been increased from existing 10% to 15%



	115-O(1A)
	The amount of dividends shall be reduced by the amount of dividend, if any, received by the domestic company during the financial year, if


(a)
such dividend is received from its subsidiary;


(b)
the subsidiary has paid tax under this section on such dividend; and


(c)
the domestic company is not a subsidiary of any other company:

Provided that the same amount of dividend shall not be taken into account for reduction more than once.



	139(1)
	DUE DATE FOR ITRs: Due Date for ITRs by Company, Tax Audit cases changed to 30th September from 31st  October 


	191
	DIRECT PAYMENT: If any person who is required to do TDS or any employer who is required to do TDS, does not do TDS or after doing TDS fails to pay full amount to government then such person shall be deemed to be an assessee in default. 


	193
	TDS ON INTEREST ON SECURITIES: No TDS shall be done on any interest payable on any security issued by a company, where such security is in dematerialized form and is listed on a recognized stock exchange in India.


	194C
	TDS ON CONTRACTORS: Contracts with any AOP or BOI whether incorporated or not are now covered under the section. 


	New Section:

199
	CREDIT FOR TAX DEDUCTED : 

(1) Any TDS made and paid to the Central Government shall be treated as a payment of tax on behalf of the person from whose income the TDS was done.

(2) Any TDS done in section 192 and paid to the Central Government shall be treated as the tax paid on behalf of the person from whose income such TDS has been done
(3) The CBDT may make such rules as maybe necessary, including the rules for the purposes of giving credit to a person and also the assessment year for which such credit maybe given.

	201
	FAILURE TO DEDUCT OR PAY: If any person who is required to do TDS or any employer who is required to do TDS, does not do TDS or after doing TDS fails to pay full amount to government then such person shall be deemed to be an assessee in default. However no penalty shall be charged under section 221 from such person, unless the Assessing Officer is satisfied that such person, without good and sufficient reasons, has failed to deduct any pay such tax.



	88E
	REBATE UNDER SECTION 88E: Has been scraped as now assessee is allowed to claim the deduction in the profit and loss account.


COMMODITIES TRANSACTION TAX
It shall come into force on such date as the Central Government may, by notification in the Official Gazette, appoint. It shall apply to taxable commodities transactions entered into on or after the commencement of the Chapter VII of the Finance Bill. "Taxable commodities transaction" means a transaction of purchase or sale of option in goods, or option in commodity derivative, or any other commodity derivative, traded in recognized associations.

RATES
	S.No.
	Taxable commodities transaction
	Rate
	Payable by

	1.
	Sale of an option in goods or an option in commodity derivative
	0.017 per cent
	Seller

	2.
	Sale of an option in goods or an option in commodity derivative, where option is exercised.
	0.125 per cent
	Purchaser

	3.
	Sale of any other commodity derivative
	0.017 per cent
	Seller


NEW SLAB RATES FOR THE AY 2009-2010
New slab rates for individuals, HUFs, AOPs and BOIs are as follows

A) For resident males or non resident males or non resident females and other than those referred in B) and C) below and for HUF.




First Rs. 150000

NIL




Next Rs.150000

10%

Next Rs. 200000

20%



On Balance

30%

B) For individual who is female and resident in India and below the age of 65 years at any time of the PY.




First Rs. 180000

NIL






Next Rs. 120000

10%



Next Rs. 200000

20%



On Balance 

30%


C) 
For every individual who is resident in India and who is of the age of 65 years or more at any time of the PY

First Rs. 225000

NIL




Next Rs. 75000

10%



Next Rs. 200000

20%

On Balance 

30%


There is no change is rates of surcharge and Primary education cess & Secondary and higher education cess. There is no change in the rate of tax for companies and partnership firms

CONCEPT OF MARGINAL RELIEF

Surcharge is imposed on individuals if their total income is more than Rs. 10 lakhs. Sometimes additional tax including surcharge but before education cess on the total income exceeding Rs. 10 lakhs will be more than the difference between the total income and Rs. 10 lakhs. In such a case marginal relief will be provided which will be equal to increase in tax less increase in Income.  

In simple words, marginal relief would be provided to ensure that the additional income tax payable including surcharge, on the excess of income over Rs. 10 lakhs is limited to the amount by which the income is more than Rs. 10 lakhs. Therefore, where the total income exceeds Rs. 10 lakhs then the aggregate of the income tax and surcharge shall be restricted to : 
(Tax on Rs. 10 lakhs)  + (Total Income – Rs. 10 lakhs)
For the AY 2009-2010 Marginal Relief would be applicable in respect of the taxpayers whose total income falls in the following range.

	Assessee
	AY 2009-2010

	Resident Women who is less than 65 years of age
	1,000,000--10,30,140

	Resident Senior citizen
	10,00,000--10,29,470

	Any other individual or any HUF/AOP/BOI
	10,00,000--10,30,590


These income ranges will remain valid only if the taxpayer does not have any income which is chargeable to tax at special rates. (e.g. Long term capital gains, lottery income etc.)

Interest rates of SBI as on 1/4/2008
	Housing loan

Loan upto Rs. 20 lakhs
	Upto 5 years 
	10.00%

	
	Above 5 years but upto 15 years
	10.25%

	
	Above 15 years but upto 25 years
	10.50%

	Housing loan

Loan above Rs. 20 lakhs
	Upto 5 years 
	10.25%

	
	Above 5 years but upto 15 years
	10.50%

	
	Above 15 years but upto 25 years
	10.75%

	Car loan for new car
	Upto 3 years (7.5 lakhs & above)
	11.50%

	
	Upto 3 years (below 7.5 lakhs)
	11.75%

	
	Above 3 years but upto 5 years
	11.75%

	
	Above 5 years but upto 7 years
	12%

	Two wheeler loan
	
	15.50%

	Education loan
	Loan amount upto 4 lakhs
	12.25%

	
	Loan amount above 4 lakhs
	13.25%

	Personal loan
	Loan upto 3 years
	11.25%

	
	Loan for more than 3 years but upto 6 years
	11.75%


BANKING CASH TRANSACTION TAX: Withdrawn from PY 2009-2010 i.e. AY 2010 – 2011
SUMMARY OF NEW SECTION 80D

	Description
	Mediclaim premium paid in respect of
	Total deduction u/s 80D

	
	Self , spouse and dependent children
	Parents, whether dependent or not
	

	No one has attained age of 65 years
	15000
	15000
	30000

	individual is less than 65 years of age but parent is a senior citizen
	15000
	20000
	35000

	Both individual and the parent have attained the age of 65 years
	20000
	20000
	40000


EXPENDITURE IN RELATION TO EXEMPTED INCOME, NOT DEDUCTIBLE: SECTION 14A AND NEW RULE 8D:

(a) While computing total income no deduction shall be allowed in respect of expenditure incurred by the assessee for that income which is exempt from tax. 

(b) If assessing officer is not satisfied with the correctness of the expenditure in relation to exempted income, then assessing officer shall determine the amount of such expenditure in accordance with the prescribed method. 

(c) Assessing officer shall have right to determine expenditure in relation to the exempted income even if assessee claims that no expenditure has been incurred by him in relation to such income. 

(d) Rule No 8D (Notification no. 45/2008 dated 24/3/2008) gives method for determining expenditure in relation to exempted incomes.

(e) As per rule 8D the expenditure for the exempted income shall be aggregate of:

1) Amount of expenditure directly relating to exempt income.

2)  Amount of interest expenditure incurred by the assessee, which is not directly attributable to any particular income, which shall be calculated in the following manner:

Total amount of interest     X        the average amount of investment, income from which is exempt, as appearing in 

                                                           the balance sheet as on the first day and last day of the previous year



the average of the total assets in the balance sheet as on the first day and as on the last day of the previous year

3) Amount equal to 0.5% of the average value of investment, income in respect of which is exempt from tax.

(f) Total assets mean total assets as appearing in the balance sheet excluding the increase on account of revaluation of assets but including the decrease on account of revaluation of assets.

Example: Mr. J is a practicing CA and submits you the following income and expenditure account for the year ending 31/3/2009:

	Expenses
	Rs. 
	Incomes
	Rs.

	Salary of employees
	300000
	Auditing fees
	2400000

	Office expenses
	800000
	Dividends from shares of Indian company
	400000

	Interest paid
	300000
	Dividends from equity oriented mutual funds
	200000

	Demat account charges
	20000
	
	

	Office expenses
	800000
	
	

	Net profit
	1480000
	
	

	Total
	3000000
	Total
	3000000


 The other information is as follows:

1) Mr. J claims that no expenses have been incurred to claim dividend income 

2) The value of investment in shares as on the first day and last day of the PY 2008-2009 is Rs. 500000 and Rs. 1400000 respectively.
3) The value of investment in units of mutual fund as on the first day and last day of the PY 2008-2009 is Rs. 1000000 and Rs. 400000 respectively.
4) All expenditure including interest expenditure of Rs. 300000 incurred by Mr. J are relating to taxable and non taxable income. 
5) Demat charges are directly attributable to exempt income.
6) The value of total assets as appearing in the balance sheet of the assessee an on the first day and last day of the PY 2008-2009 is 100 lakhs and 120 lakhs respectively. 
You are required to compute the taxable income of Mr. J for the AY 2009-2010.

Calculation of taxable income of Mr. J for the AY 2009-2010

	Income from business and profession
	

	Net profits 

Less: dividends from shares

Less: dividends from mutual funds
	1480000

400000

200000
	880000

	Income from other sources

Dividends from shares of Indian company

Dividends from mutual funds
	
	Exempt from tax

Exempt from tax

	Calculation of disallowance under section 14A

a) expenditure directly related to exempted income

b) proportionate amount of interest 

c) amount of 0.5% of the avg of total value of investment
	300000 X 1650000 / 11000000

1650000 X 0.5%
	20000

45000

8250

	Taxable income
	
	953250


Average value of investment = (1500000 + 1800000) / 2 = 1650000

Average value of total assets = (100 lakhs + 120 lakhs) / 2 = 110 lakhs

AMENDMENTS IN THE SERVICE TAX 
(A) Notification No.  33/2007  ST  dated  23/5/2007  has  exempted  all   taxable  services provided  by  any person, for the official use of  a foreign diplomatic mission or consular post in India. 
(B) Notification No.  34/2007  ST  dated  23/5/2007 has  exempted all   taxable  services provided by any person, for the personal use or for the use of the family members of diplomatic agents or career consular officers posted in a  foreign  diplomatic  mission  or  consular  post  in  India.
(C) Notification No. 38/2007 ST dated 23/8/2007 : There is an increase the percentage of abatement from 60% to 75% in the case  of  services  provided  by  a  tour  operator  in  relation  to  a  package  tour.  Further, package  tour has  also been redefined as a tour wherein transportation, accommodation for stay,  food, tourist guide, entry to monuments  and other similar services in relation to tour  are  provided  by  the  tour  operator  as  part  of  the  package  tour  to  the  person undertaking the tour. 

(D) Notification No.  8/2008 ST dated. 1/3/2008: The annual threshold limit of service tax exemption for small service providers has been increased from Rs.8 lakh to Rs.10 lakh with effect from 1/4/2008. 
(E) Notification Nos. 9/2008 ST and 10/2008 ST, both dated 1/3/2008: Consequent upon the  increase in  the threshold exemption limit from Rs.8  lakh to Rs.10 lakh,  the  annual  turnover  limit  for  obtaining  service  tax  registration  has  also  been increased  from  Rs.7  lakh  to  Rs.9  lakh with  effect  from  1/4/2008. 
(F) Notification  No.39/2007  ST  dated  12./9/2007: If service tax is paid in the electronic form through internet banking then the due date for the payment shall be -

(i) by  the  6th  day  of  the  month,  if  the  duty  is  deposited  electronically  through internet banking; and

(ii) by the 5th day of the month, in any other case,

(G) Notification No. 4/2008 ST dated 1/3/2008: If an assessee has paid to the credit of Central Government any amount in excess of the amount required to be paid towards service tax liability for a month or quarter, as the case may be, the assessee may adjust such excess amount paid by him subject to 1 lakh rupees [prior to this amendment, such limit was Rs.50, 000] against his service tax liability for the succeeding month or quarter, as the case may be.

(H) Notification No. 4/2008 ST dated 1/3/2008: Rule 7B has been amended so as to increase the period of submission of revised return from “60 days”  to  “90  days” from the date of submission  of the return under rule 7.
(I) Notification No. 20/2007 ST dated 12/5/2007: has inserted rule 7C. Rule 7C is in respect of amount to be paid for delay in furnishing the prescribed return.  It provides that where the return prescribed under rule  7  is  furnished  after  the  date  prescribed  for  submission  of  such  return,  the  person  liable  to  furnish  the  said  return  shall  pay  to  the  credit  of  the  Central Government, for the period of delay of-
1) 15 days from the date prescribed for submission of such return, an amount of Rs.500.
2) Beyond  15  days  but  not  later  than  30  days  from  the  date  prescribed  for submission of such return, an amount of Rs.1,000; and
3) Beyond  30  days  from  the  date  prescribed  for  submission  of  such  return  an amount of Rs.1,000 plus Rs.100 for every day from the 31 day till the date of furnishing the said return. However, the total amount payable shall be maximum of Rs. 2000. 
(J) Any person liable to pay service tax may:

1) pay service tax in advance to the credit of the central government and 

2) adjust the amount so paid in advance against the service tax which he is liable to pay for the subsequent period
Provided that assessee shall

1) intimate the amount deposited in advance within 15 days from the date of payment

2) Indicate the details of advance payment made and adjustment, if any in the subsequent return to be filed u/s 70.
(K) If gross amount of service tax payable is NIL, the CEO may on being satisfied that there is a sufficient reason for not filing the return, can reduce or waive the penalty. 
(L) The following new services have been made taxable services

1) Information technology software.

2) Management of investment under unit linked insurance business

3) Recognized stock exchange
4) Forward contracts

5) Processing and clearing houses

6) Hire charges for supplying of tangible goods

(M) NOTIFICATION NO 8/2009-ST: Dated : February 24, 2009: The rate of service tax shall not be 12% but it shall be 10% and it shall be increased by education cess. Therefore the effective rate shall be 10.3% and not 12.36% (applicable for Nov 2009 exams and not for June 2009 exams)
(N): NEW SECTION 71: (Scheme of Submission of Return through ST Return Preparer)
(1) The CBEC may, by notification in the Official Gazette, 

· frame a Scheme for the purposes of enabling any person or class of persons to prepare and furnish a return under section 70, and 

· authorize a Service Tax Return Preparer (STRP) to act as such under the Scheme.

(2)  A STRP shall assist the person or class of persons to prepare and furnish the return in such manner as may be specified in the Scheme framed under this section.

(3)  For the purposes of this section, —

(a) “STRP” means Any Individual, who has been authorized to act as a STRP under the scheme framed under this section

(b) “person or class of persons” means such person, as may be specified in the Scheme, who is required to furnish a return required to be filed under section 70.

(4) The Scheme framed by CBEC under this section may provide for the following, namely :—

a) the manner in which and the period for which the STRP shall be authorized.

b) the educational and other qualifications to be possessed, and the training and other conditions required to be fulfilled, by a person to act as a STRP;

c) the code of conduct for the STRP;

d) the duties and obligations of the STRP;

e) the circumstances under which the authorization given to a STRP may be withdrawn; 

f) any other matter which is required to be, or may be, specified by the Scheme for the purposes of this section.

(O) NEW SECTION 72: Best judgment Assessment: If any person, liable to pay service tax:

a) fails to furnish the return under section 70;

b) having made a return, fails to assess the tax,



then the CEO,  

a) may require the person to produce such accounts, documents or other evidence as he may deem necessary and 

b) after taking into account all the relevant material, shall by an order in writing, after giving the person an opportunity of being heard, 

make the assessment of the value of taxable service to the best of his judgment and determine the SUM PAYABLE by the assessee or REFUNDABLE to the assessee on the basis of such assessment.

(P) Section 77: Penalty for contravention of rules and provisions of Act for which no penalty is specified elsewhere (Residuary Penalty)
	
	Contravention/Default


	Penalty Leviable 

Maximum Amount shall be:

	(a)
	Failure to take registration in accordance with  relevant provisions
	Higher of following 2:

· Rs 5,000/- or  

· Rs 200/- for every day during which such failure continues.



	(b)
	Failure to keep, maintain or retain books of account and other documents as required in accordance with relevant provisions
	Rs 5,000/-

	(c)
	Failure to

i)  Furnish Information Called by an officer; or 

(ii) Produce Documents Called for by a CEO; or

(iii) Appear Before The CEO, when issued with a summon for appearance to give evidence or to produce a document in an inquiry,
	Higher of following 2:

· Rs 5,000/- or  

· Rs 200/- for every day during which such failure continue.



	(d)
	Failure to pay tax electronically when he was so required
	Rs 5,000/-

	(e)
	Issues Invoice With Incorrect Or Incomplete Details or fails to account for an invoice in his books of account


	Rs 5,000/-

	(f)
	Any other default for which no penalty is separately provided elsewhere
	Rs 5,000/-


DOS AND DO NOTS BEFORE YOUR EXAMINATION
A) BEFORE THE EXAMINATION – 

1. Understand the subject thoroughly. 

2. Do not memorize answers without understanding. 

3. After getting general idea of a subject, select important questions and prepare them thoroughly. 

4. Improve your English, as poor English creates bad impression on the examiner. Avoid long sentences. 

5. Practice to solve examples. A mere reading example does not help. Always avoid doing vouching of the question.
6. Slow and steady wins the race - regular study is much better than last month rush. 

7. Solve as many old question papers as you can. 

8. Memorize a few important section numbers and case law and quote at appropriate places. Quoting section numbers and important case law certainly makes better impression on examiner. Though it is not practicable to remember all sections and case law, some important section numbers/case law should be remembered. 

(B) Attractive Paper Presentation- Answer paper can be made attractive and impressive by 

1. Writing point-wise and precise answers. 
2. Highlighting major points by different color pen.

3. Drawing graphs and charts. 

4. Making tabular statements wherever required. 

5. Writing question number and sub-number and head-line of the question asked, which will facilitate the examiner in quickly assessing your paper.

(C) At the examination – 

1. First solve examples which you know best. 

2. Allocate time for answering each question and stop writing after time allotted by you to that question is over. Keep margin for checking. 

3. Keep cool and do not panic.

(D) After the examination – 

1. Do not discuss your answers with anyone immediately after the examination as it will upset your mood for next paper. However, after the whole examination is over, review your answers. 

2. Remember that whatever be the type of questions and toughness or leniency of examiner, those who are extraordinarily brilliant are certain to pass while those who are with very low IQ are bound to fail. However, most of us (about 94%) are in between these two extremes. Hence success depends upon various factors including hard work and some amount of luck.

AS A STUDENT OF C.A. MOTTO OF MY LIFE HAS BEEN

“Plan your work





Work on your plan






And your plan will work”

BEST OF LUCK TO ALL OF YOU FOR THE EXAMINATION
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