IMPORTANT AMENDMENTS MADE BY THE FINANCE BILL 2009

*To Be Utilised/Circulated For Professional Purposes Only

1. Exemption Limit on Personal Total Income

(i) In case of every individual, being a woman resident in India and below the age of sixty five years- Rs. 190000.

(ii) In case of every individual, being a senior citizen  (person of the age of sixty five years or more) resident in India- Rs. 240000.

(iii) In case of other individuals, association of persons, body of individuals, etc. – Rs.160000.

Note: No Surcharge on Income Tax is payable, irrespective of the total income.

2. No Surcharge on income tax is payable in case of an assessee being a “firm”, irrespective of the total income.

3. For Charitable Purpose under section 2(15), undertaking of the following activities are also to be considered:

“Preservation of environment (including watersheds, forests and wildlife) and preservation of monuments or places or objects of artistic or historic interest”.

Note: This is retrospectively effective from A.Y. 2009-2010.

4. Under clause (23C), application for the purposes of grant of exemption or continuance thereof in case of fund, trust, educational institution, medical institution can now be filed on before 30th September of the relevant assessment year (Earlier it was on or before the end of the financial year preceding the assessment year in respect of which the exemption is sought).

Note: This is retrospectively effective from A.Y. 2009-2010.

5. The term “Partnership” for the purposes of the Income Tax Act, will also include limited liability partnership as defined in the Limited Liability Partnership Act, 2008.

6. Deductions for the purpose of section 10A in respect of newly established industrial undertakings in free trade zones, etc. and section 10B in respect of newly established 100% export oriented undertakings, will now be available upto A.Y. 2011-2012 (Earlier it was upto A.Y. 2010-2011).

This is retrospectively effective from 1st April, 2009.

7. In respect of section 32 for depreciation on assets, reference to “block of assets” has been omitted.

8. Under section 40A(3A), cash payment upto Rs.35000 (Earlier Rs.20000) can be made for plying, hiring or leasing goods carriages.

9. Remuneration to working partner(s) under section 40 (b) for both professional and non professional firm will be computed in the following manner:

(i) on first Rs. 300000 of book profit or in case of loss:
Rs.150000 or @90% of the book profit whichever is more,

(ii) on balance of the book profit:



@ 60%

10. Section 44AD in respect of computing profits and gains on presumptive basis (@8%) for assessee engaged in the business of civil construction, will be substituted with a new section 44AD with effect from Financial Year 2010-2011 relevant to the assessment year 2011-2012 with the following important conditions:

(i) The assessee should be engaged in any business other than the business of plying, hiring or leasing goods carriages referred to in section 44AE.

(ii) The income should be such sum as computed at the rate of 8% on total turnover or gross receipts or such higher sum than this minimum sum as claimed by the assessee.

(iii) The scheme will apply to resident assessees being individual, HUF and partnership firm (not being limited liability partnership firm) whose total turnover does not exceed 40 Lakhs rupees.

(iv) No deduction under section 10A,10AA,10B,10BA or under provisions of Chapter VIA should be claimed by the assessee.

Notes:
(i)
 The assessee covered under this section will not be required to   

    
    
pay advance tax under provisions of Chapter XVII-C.

(ii)
 The assessee covered under this section will be required to maintain books of account under section 44AA and get the accounts audited under section 44AB only when (i) he claims lower profits and gains from the business than the profits and gains deemed to be his income under this section and (ii) his income exceeds the maximum amount which is not chargeable to tax.

11. For computing income for the purposes of section 44AE in respect of plying, hiring or leasing goods carriages where the assessee owns not more than ten goods carriages, the following amounts have to be considered:

(i) Rs. 5000/- per month or part of the month (instead of Rs.3500/-) or the amount claimed to be actually earned by the assessee whichever is higher, in the case of heavy goods vehicles and

(ii) Rs. 4500/- per month or part of the month (instead of Rs.3150/-) or the amount claimed to be actually earned by the assessee whichever is higher, in the case of vehicles other than heavy goods vehicles.

The said amendment will be effective from Assessment Year 2011-2012.

12. Section 44AF in respect of profits and gains on presumptive basis (@ 5%) for assessees in retail business, will be omitted due to substitution of section 44AD from the Financial Year 2010-2011 relevant to the Assessment Year 2011-2012.

This is retrospectively effective from 1st of April, 2009.

13. For the purpose of section 49 of the Income Tax Act, the cost of acquisition for sweat equity shares, will be fair market value and not the value taken into account for such perquisite.

14. In case of slump sale of undertaking under section 50B, the net worth of the undertaking will be aggregate value of the following:

(i) In case of depreciable assets, the written value of the block of assets as determined under section 43.

(ii) In case of capital assets in respect of which whole of expenditure is deductible under new section 35AD for specified business, nil value.

(iii) In case of other assets, the book value of such assets.

15. Section 50C in respect of value of capital asset being land or building or both for the purpose of consideration, will now take also into account the provisions of “price which the stamp valuation authority would have adopted or assessed, had the valuation been referred to”. 

This is effective from 1st of October, 2009.

16. For the purposes of Section 56 in respect of income in respect of any sum of money received without consideration by an individual or HUF, from a person other than a relative, where such sum exceeds fifty thousand rupees in the financial year, the following have also been added:

(i) any immovable property (being land or building or both)

(ii) any property other than immovable property (being shares and securities, jewellery, archaeological collections, drawings, paintings, sculptures, or any work or art)

Note: The value will be considered in the following manner:

(i) without consideration : the whole stamp duty value (for immovable property)/ the whole fair market value (for other property) [where the value exceeds fifty thousand rupees),

(ii) for a consideration which is less than the stamp duty value/fair market value by an amount exceeding Rs. 50000: the stamp duty value/fair market value as exceeds such consideration.   

This is effective from 1st of October, 2009.

17. For the purpose of deduction in respect of dependent with severe disability, Rs. 1 lac is substituted for Rs. 75000/- under section 80DD.

18. Under section 80E, interest on loan taken for higher education by an individual will now be available for any course of study pursued after senior secondary examination of recognised educational institution or its equivalent.

19. Deduction will also be available in respect of contributions to electoral trusts for the purpose of section 80GG(B/C).

20. Anonymous donations under section 115BC which are taxed @ 30% will be considered to the extent exceeding 5% of the total income of the assessee or Rs. 1 lac whichever is higher.

21. Under sec. 115JA, “provision for diminution in the value of any asset” will also be included in the computation of book profit of the company.

This is retrospectively effective from A.Y. 1998-1999.

22. Under sec. 115JAA, Minimum Alternate Tax (MAT) credit will be allowed to be carried forward and set off till 10 assessment years (instead of 7 assessment years).

23. Under sec. 115JB, MAT will be payable @15% (instead of 10%) of the book profits from A.Y. 2010-2011. And the provision for diminution in the value of any asset will be included retrospectively from A.Y. 2001-2002.

24. By virtue of new Section 115WM, Fringe Benefit Tax will not be applicable from the A.Y. 2010-2011. 

25. By virtue of new section 144C, a draft assessment order to be issued by the Assessing Officer at the first instance and where objections are raised by the assessee, the assessee has to file such objections to the Assessing Officer and the Dispute Resolution Panel (collegium comprising of 3 Commissioners of Income Tax constitute by the Board for the purpose) which will further deal with issuance of directions relating to the assessment proceedings.

26. Sec. 145A for “Method of Accounting in certain cases”, will provide for interest received by an assessee on compensation or enhanced compensation to be income of the year in which it is received. 


27. PAN of deductee is to be quoted in all notified TDS statements (and not just quarterly statements) in accordance with the provisions of section 200(3). Also PAN quoting is to be done in all notified TCS statements in accordance with the provisions of section 206(C).

This is effective from 1st of October, 2009.

28. TDS under Section 194C in respect of payments to resident contractors and sub-contractors have to be made in the following manner:

(i) If the payee is an individual or HUF:
@ 1%

(ii) If the payee is any other person:

@ 2%

Note: 
No TDS in case of payment for plying, hiring or leasing goods carriages provided that the contractor provides his PAN. Also the payer has to furnish such statement as may be prescribed to the prescribed Income Tax Authority or the person authorised by it.

This is effective from 1st October, 2009.

29. TDS under Section 194I in respect of rent have to be made in the following manner:

(i) For the use of machinery or plant or equipment:
@ 2%

(ii) For the use of land or building (including factory building) or both or furniture or fittings:





@ 10%

This is effective from 1st October, 2009.

30. No TDS (u/s. 197A) in respect of payment to any person for or on behalf of New Pension System Trust. (Effective retrospectively from 1st April, 2009).

31. New Section 206AA proposes furnishing of PAN by the deductee to the deductor and the same shall be indicated by both deductor and deductee in all correspondence, bills, vouchers and other documents which are exchanged between them. If the PAN is not furnished by the deductee, then TDS has to be made at the applicable rate under the respective section or @ 20% whichever is higher. Also, if the PAN furnished is invalid, then the same will be treated as not ever furnished and the TDS to be made at applicable rate or @ 20% whichever is higher.

32. Under section 208, liability to pay advance tax will arise if the tax payable during a financial year is Rs. 10000 or more (Earlier Rs. 5000 or more).

This is retrospectively effective from 1st April, 2009.

33. By virtue of substitution of section 282, electronic mail or electronic mail message as per the Information Technology Act, 2000 is also to be treated as suitable mode of service of notice generally by the Income Tax Dept. and in respect of which the Board may make rules for the manner of communication.

This is effective from 1st of October, 2009.

34. Under Section 246A relating to appeal filed before Commissioner (Appeals), order passed by an Assessing Officer under section 143(3) in pursuance of directions of Dispute Resolution Panel will not be an appealable order before Commissioner (Appeals) and the same is appealable to Appellate Tribunal under Section 253. 

This is effective from 1st of October, 2009.

35. By virtue of new section 282B, every income tax authority is required to allot a computer generated Document Identification Number in respect of every notice, order, letter or any correspondence issued by such authority and quote the same in such correspondence. Failure to do so will treat such correspondence as invalid and never issued.

This is effective from 1st of October, 2010.

36. By virtue of Section 3 of the Wealth Tax Act, Wealth Tax Liability (@ 1%) will arise only if the net wealth exceeds Rs. 30 Lacs. (Earlier Rs. 15 Lacs.).
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