TAX AMENDMENTS FOR THE A.Y. 2009-2010 AS PER THE FINANCE ACT 2008
The Finance Act, 2008 provides that the rates of income-tax for the assessment year 2008-09 for all categories of tax payers (Corporate as well as non-corporate) would be the same as laid down in the Finance Act, 2007 (Part-III of the I Schedule). Thus, for individuals, HUFs, A.O.P.s and body of individuals, having total income exceeding Rs.10 lakhs there would a surcharge (S.C.) of 10% on the I.T., with a marginal relief. The initial exemption limit for male individuals, HUFs, AOPs, etc., for women below 65 years, for senior citizens of 65 years or more in each case would continue to be Rs. 1,10,000, Rs.1,45,000 and Rs.1,95,000 respectively with the slab rates of income-tax remaining unchanged for the A.Y. 2008-2009. The rates of I.T. for co-operative societies are the same as for the A.Y. 2007-2008. Partnership firms will continue to pay I.T. for the A.Y. 2008-09 at the rates same as for A.Y. 2007-2008. For total income upto Rs.1 Crore there will be no S.C. on I.T. For every partnership firm having a total income exceeding Rs.1 Crore, the I.T. of 30% would be enhanced by 10% S.C. on I.T. with a marginal relief. However, S.C. on the tax on fringe benefits would be levied @ 10% of tax, irrespective of the amount of fringe benefits for every firm, artificial juridical person and a domestic company. The rate of S.C. on I.T. would be 10% for an AOP and BOI where the fringe benefits exceed Rs.10 lakhs. However, the S.C. on I.T. for a non-domestic company would be 2 ½ % irrespective of the amount of fringe benefits. Every local authority would pay same I.T. for A.Y. 2008-2009 as in A.Y. 2007-2008 with no S.C. on I.T. The rate of I.T. on a domestic company would continue to be 30% with no S.C. on I.T. upto a total income of Rs. 1 Crore, with a marginal relief for the A.Y. 2008-09. For a non-domestic company, however, the rate of S.C. would be 2 ½% on I.T. on total income exceeding Rs.1 Crore, with marginal relief. S.C. would be levied on I.T. on fringe benefits, irrespective of the amount. The 2% "Education Cess on I.T." would continue. The additional "Secondary and Higher Education Cess on I.T." @ 1% of I.T. & S.C. (excluding 2% Education Cess) to provide and finance secondary and higher education would be levied in all cases for the A.Y. 2008-09.
However, substantial changes have been proposed by the Finance Act, 2008, for exemption limit and the rates of tax for TDS on "Salaries", computation of "advance tax" during the F.Y. 2008-09 (relevant to the F.Y. 2009-10). Thus, the basic exemption limit is increased from Rs.1,10,000 to Rs.1,50,000 for all male individuals, HUFs, AOP, BOI and artificial juridical persons. The new rates of I.T. on total income in such cases would be as under:-
Upto Rs.1,50,000 Nil
From Rs.1,50,000 to Rs.3,00,000 10%
From Rs.3,00,000 to Rs.5,00,000 20%
Above Rs.5,00,000 30%
In the case of a resident woman tax payer below 65 years, the exemption limit has been raised from Rs.1,45,000 to Rs.1,80,000. The new rates of I.T. on total income in such cases would be as under:-
Upto Rs.1,80,000 Nil
From Rs.1,80,001 to Rs.3,00,000 10%
From Rs.3,00,001 to Rs.5,00,000 20%
Above Rs.5,00,000 30%
In the case of every resident senior citizen of the age of 65 or more at any time during the F.Y. 2008-09, the exemption limit is raised from Rs.1,95,000 to Rs.2,25,000. The new rates of I.T. on total income in such cases would be as under:-
Upto Rs.2,25,000 Nil
From Rs.2,25,001 to Rs.3,00,000 10%
From Rs.3,00,001 to Rs.5,00,000 20%
Above Rs.5,00,000 30%
In all the above three cases the S.C. on I.T. would be 10% where the total income exceeds Rs.10 lakhs, with a marginal relief. The Education Cess of 2% and the "Secondary & Higher Education Cess" of 1% would continue in all cases.
For the cooperative societies, firms, local authorities, domestic companies, the rates of I.T., S.C. & two cesses for the F.Y. 2008-09 (relevant to A .Y. 2009-10) would continue to be same as for the A.Y. 2008-09.
I Important Tax Amendments from the A.Y. 2009-2010
These are summarised below:-
1. Income from saplings or seedlings in a nursery to be exempt - Sec. 2 (1A)
Any income derived from saplings and seedlings grown in a nursery would be agricultural income and thus be fully exempt from tax.
2. Any commercial activity for advancement of any object of general public utility not to be exempt - Sec. 2(15) 
The "advancement of any object of general public utility" would not be a charitable purpose if it involves the carrying on any activity in the nature of trade, commerce or business or any service in relation thereto for a fee or cess or any other consideration, irrespective of the nature of use or application of income from such activity or the retention of such income, by the concerned entity.
3. One more year of Exemption for STPIs & 100% EOUs – Sections 10A & 10B 
The tax exemption for the Software Technology Park of India (STPI) under the fourth proviso to Section 10A(1) and for 100% EOUs u/s 10B has been extended by the Finance Act, 2008 by one year i.e. for the AY 2010-2011 also. Thus, the sunset clause will now be applicable from the AY 2011-2012. 
4. Promotion of scientific research and development – Sec. 35 (1) (iia) 
A weighted deduction of 125% of the amount paid by a person to a company to be used for scientific research would be allowed to such company, if it (i) is registered in India; (ii) has its main object the scientific research and development; (iii) is for the time being approved by the prescribed authority in a prescribed manner; and (iv) fulfills other prescribed conditions. However, such approved company will not get deduction of 150% u/s 35 (2AB). Deduction upto 100% of revenue expenditure on scientific research u/s 35 (1)(i) would continue to be allowed. 
5. Rationalisation of provisions of STT – Sec. 36(1)(xv) & 88E
No rebate u/s 88E would be allowed for STT from the A.Y. 2009-10. The amount of STT paid by the assessee during the year would be allowed as a deduction provided the income from STT transactions is included under the head "profits and gains of business or profession".
6. Disallowance of cash business expenditure on a full day basis – Sec. 40A (3)
Where the aggregate payments of business expenditure made to a person in a day, otherwise than a/c payee cheque or bank draft exceedsRs.20,000, the whole of such amount would be disallowed in computing the business income of the tax payer.
7. Additional deduction for health insurance premium paid for parents – Sec. 80-D
An additional deduction upto Rs.15,000 to an individual would be allowed on any payment made for health insurance premia on the life of his parent or parents (whether dependent or not). If the parent is a senior citizen, the deduction would be allowed upto Rs.20,000. 
8. Five-year tax holiday to hospitals at certain locations – Sec. 80-IB (11C)
The tax benefit of 5- year tax holiday has been extended to hospitals located anywhere in India otherwise than the excluded area, if the hospital is constructed and starts functioning between 1.4.2008 and 31.3.2013. It will be for five consecutive assessment years beginning from the initial assessment year. The excluded area would mean an area comprising the urban agglomeration of Greater Mumbai, Delhi, Kolkata, Chennai, Hyderabad, Bangalore and Ahmedabad, the districts of Faridabad, Gurgaon, Ghaziabad, Gautam BudhNagar and Gandhinagar and the city of Secunderabad.
9. Extension for oil refineries – Sec. 80IB(9)
Under the provisions of Section 80IB(9) income of a refinery for mineral oil starting operations by 31.3.2012 will also get the 7-year tax holiday.
10. Five-year tax holiday for hotels in districts having a World Heritage Site – Sec.80ID
The benefit of five-year tax holiday is extended also to new two-star, three-star or four-star category hotels located in specified districts having a World Heritage Site. Such hotels are required to be constructed and start function at any time between 1.4.2008 and 31.3.2013. Specified district s having a World Heritage Site are proposed to be districts of Agra, Jalgaon, Aurangabad, Kanchipuram, Puri, Bharatpur, Chhatarpur, Thanjavur, Bellary, South 24 Pargans (excluding Kolkata Urban Area), Chamoli, Raisen, Gaya, Bhopal, Panchmahal, Kamrup, Goalpara Nagaon, North Goa, South Goa, Darjeeling and Nilgiri. 
11. Tax Rate for short-term capital gain increased – Sections 111A and 115AD
The rate of tax on short-term capital gain re: an equity share in a company or a unit of an equity-oriented fund, chargeable to STT is increased from 10% to 15%.
12. Rationalisation of FBT – Sections 115WB, 115WC
Any expenditure on payment through pre-paid non-transferable electronic meal card would also be excluded from the hospitality expenditure for FBT. It should be usable only at eating joints or outlets. In clause (E) any expenditure incurred or payment made to provide crèche facility for the children of the employee or on sponsoring an employee as sportsman or organising sports events for exmployees would not be considered as employee`s welfare expense for FBT. Any expenditure reg: guest house would not be included for FBT as clause (k) would be omitted. Value of fringe benefit for festival celebration would be @ 20% only. 
13. New Commodities Transaction Tax – Section 36 (1) (xv)
A new tax called Commodities Transaction Tax (CTT) would be levied on taxable commodities transactions through a recognised association. "Taxable Commodities Transaction" as per Chapter VII of the Finance Act, 2008 (i) would mean a transaction purchase or sale in a recognised association is for (ii) option in goods; or (ii) option commodity derivative; or (iii) any other commodity derivative. The rates of CTT are as under:
	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 on option premium. 
	Seller 

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

	3. 
	Sale of any other commodity derivative 
	0.017 per cent of the price at which the commodity derivative is sold 
	Seller 


This tax wouild be levied from the date on which Chapter VII of the Finance Act, 2008 comes into force by way of notification in the Official Gazette by the Central Govt. CTT would be allowed as deduction provided the income from such transactions is included under the head "profits and gains and business or profession".
14. Miscellaneous : (a) Income of Coir Board would be exempt – Sec. 10 (29A). (b) Amortization pf preliminary expenses would be allowed to all undertakings – Sec. 35D (c) Sec. 40 (ib) is omitted as STT would be deductible. :
II. Amendment effective from the AY 2008 – 09 and other dates
(a) Tax Relief reg. reverse mortgage scheme – Sections 2 (47) & 47 (xa). 
Any transfer of a capital asset in a transaction of reverse mortgage for senior citizens under a scheme made and notified by the Central Government would not be regarded as a transfer and therefore would not attract capital gains tax. The loan amount would also be exempt from tax. These amendments would apply for the AY 2008-09 and subsequent years.
(b) Relaxation on payment of TDS – Sec. 40(a)(ia)
Section 40(a)(ia) is amended to provide that the disallowance in respect of payment for rent, royalty, etc. will not be made in the case of a deductor for the expenditure incurred in the month of March if the TDS on such an expenditure had been paid before the date of the filling of the return. This amendment has been given retrospective effect from the AY 2005-2006.
(c) Two more investments to qualify for deduction – Sec. 80C 
Within the overall ceiling of Rs. 1 lakh for deduction, investments in two more deposits would qualify for deduction :- (i) 5 – year time deposit in an account under the P.O. Time Deposit Rules, 1981; and (ii) deposit in an account under the Senior Citizens Savings Scheme Rules 2004. However, if before the expiry of 5 years, any amount is withdrawn, it would be deemed to be income of the assessee of the previous year in which the amount is withdrawn. This would apply to investments, as above, made during the financial year 2007-08 and subsequent years.
(d) No DDT on certain holding companies – Sec. 115 - O
The amount of dividend liable to DDT would be reduced by the amount of dividend received by the domestic company from its subsidiary if the subsidiary has paid tax u/s 115-0 on such dividend, and 
(b) the domestic company is not a subsidiary of any other company. This is operative from the AY 2008-09. 
(e) Advancement of due date for filing IT return to 30th Sept. for some assessees - Sec. 139 (1) 
The due date for filing of return of income for a company, a firm subject to tax audit and its working partner from the AY 2008-09 would be 30th Sept. in place of 31st Oct.
(f) Miscellaneous amendments :
(i) A "Sikkimese" individual would be exempt from tax from AY 1990-91 – Sec. 10 (26AAA). (ii) Definition of written down value clarified for sec. 43(6) from the A.Y. 2003-04. (iii) Conversion of FCEBs into shares or debentures of a company would not be liable to capital gains tax – Sec. 49 (2A) from AY 2008-09. (iv) `Deferred tax’, `dividend distribution tax’ etc. to be added back for calculating book profit u/s 115 JB from the AY 2001-02. (v) Correction of arithmetical mistakes and adjustment of incorrect claim u/s 143 (1) through Centralised Processing of returns would be permitted from 1.4.2008. (vi) A person failing to do TDS would be deemed to be assessee in default u/s 201 from 1.6.2002 & u/s. 191 from 1.6.2003. (viii) e-filing of information for TDS u/s 195 permitted from 1.4.2008. (ix) Provisions for Dematerialisation of TDS & TCS Certificates u/s 199 & 206 C(4) amended from 1.4.2008.(x) A direction for initiation of penalty proceedings in the assessment order would be regarded as satisfaction u/s 271 (1) from 1.4.1989. (xi) CIT to grant immunity from penalty & prosecution w.e.f. 1.4.2008 under the revised settlement scheme - Sec. 273 AA & 278 AB. (xii) New procedure of authentication of documents/notices/letters under new Section 282A w.e.f. 1.6.2008. (xiii) No objection to any proceeding or inquiry if assessee complies with notice - under Sec 292BB. (xiv) Presumption as to books of account, other documents, etc. u/s 292C from from 1.6.2002 for survey operation and delivery to the requisitioning officer u/s 132 A from 1.10.1975. (xv) Banking Cash Transaction Tax will be discontinued from 1.4.2009. 

