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| PRESIDENT’'S COMMUNICATION

Dear Students,

At the outset, I would like to extend my best wishes to all of you
as you gear up for the forthcoming May 2019 examination. This
communication will reach you amidst your exam preparations.
As you must be in the middle of your preparations, you must
invest all your productive energy towards studies. Sincere
efforts coupled with a disciplined approach will help you to
attain the desired results. Your time is valuable therefore, you
will have to meticulously plan and work accordingly to achieve
success. Prepare an action plan, a regimen and judiciously
follow the same.

Pursuit of Excellence: The driving force behind success

You must seek excellence by striving hard and pushing
your limits to gradually improve upon your capabilities
to deserve the success you desire. Create/Customise
your own knowledge and learning systems focusing on
your strengths. Prepare summary/notes encompassing
all the essential aspects of the topic as given in the study
material. Adopt a target-oriented approach and track
your progress periodically. Set achievable and measurable
targets.

BOS: Foryou, with you always...

Board of Studies (BOS), ICAI provides a complete array
of published study material such as Practice Manuals,
Revisionary Test Papers and Suggested Answers to help
you streamline your preparation. Apart from the regular
publications, BOS also publishes 20-24 page learning cum
revision capsule on a particular subject in each issue of the
Students’ Journal. This issue includes an exclusive feature on
Income-tax Law paper of CA Intermediate exam. Further,
a compilation of all these capsules published in the earlier
issues of this journal have been uploaded as E-Books for
CA Intermediate and CA Final (New). These capsules
would help you to revise all the subjects in minimal time
just before the exams. We shall continue to bring in many
more innovative learning resources to guide you to excel in
your efforts.

As you are aware, from May 2019 onwards, 30% of weight-age
in selected papers in CA Intermediate and Final, old and new
schemes has been allocated to objective questions carrying

1 or 2 marks. MCQs have been uploaded at the BOS Knowledge
Portal for practice. You need to comprehend concepts and
their context holistically to score well.

The institute is mindful of your efforts and values your
time immensely. We at ICAI are committed to provide the
best learning resources and opportunities to you to ensure
maximum success in examinations. In order to prepare you
for the upcoming exams, Mock Tests were organised for all
the subjects of CA exams from March 8 to 20, 2019. Now,
Counselling Sessions are also scheduled to be organised for all
the subjects of CA Intermediate, Final in the New Scheme and
CA IPC and Final in the old scheme on April 4 and 5, 2019,
to provide valuable tips and cues to prepare and present your
answers for optimum performance. The schedule is uploaded
on the link: https://resource.cdn.icai.org/54028bos4:3380.pdf

While I am confident that you must have taken the Mock
tests, [ urge you to attend the scheduled Counselling Sessions
as well to motivate yourself to do your best and improve your
writing and presentation skills. In addition, you can attempt
past test papers in the stipulated time limit under exam
conditions in a simulated environment for a reality check on
your preparedness. Suggested Answers for old as well as new
scheme examination for November 2018 have already been
uploaded at the BOS Knowledge Portal. This exercise will
enable you to assess your performance and identify learning
gaps, guiding you to make necessary changes in strategy/style,
preparing you psychologically for the exam by alleviating your
anxiety.

The great saint and philosopher Vivekananda had said: Take
up one idea. Make that one idea your life - think of it, dream
of it, live on that idea. Let the brain, muscles, nerves, every
part of your body, be full of that idea, and just leave every
other idea alone. This is the way to success.

It is my firm belief that if you give your best with undeterred
focus and singleness of purpose, you shall come out with flying
colours in the forthcoming exams.

All the best!

CA. PRAFULLA P. CHHAJED
PRESIDENT, ICAI
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VICE PRESIDENT’'S COMMUNICATION ||

My Dear Students,

t gives me immense pleasure to write and interact

with you. This Students’ Journal is for your benefit

and through this channel of communication, we

hope to assist you by keeping you abreast of the
latest developments, to keep track of important dates,
deadlines etc. We look to you as the future of the
Chartered Accountancy profession — as the future flag
bearers of the high standards that our Institute and
Profession is known for.

It is my strong conviction and belief that the students
are the future as well as the hope of the profession.
The profession also enjoys significant strengths and
opportunities, based on the profession’s core values of
objectivity, integrity and commitment to protect the
public interest, as well as the quality of its education
and training. The success of the Institute largely
depends on the satisfaction of its students, not only in
terms of what is the quality of academic support they
receive but also up to what extent they are empowered
during the learning process. In empowering the
learning process, the institute is implementing the
technology driven parameters.

0 The Board of Studies is in the process of developing
e-Books for all the levels of CA Course, starting
with the Foundation Course. The e-Books will
contain the study material with embedded video
lectures and MCQ-based self-assessment quizzes.
The Foundation Course e-Books will be made
available to the students in due course of time.

0 The Board of Studies has also made available
e-Capsules Compiler for Intermediate and
Final Courses on ICAI Cloud Campus. This is a
compilation of the subject-wise capsules published
in the Students’ Journal since April, 2017 till
February, 2019. Around 24000 students have

visited this page. You are advised to use them
for quick reference for revision for the upcoming
examinations.

0 As a part of distance education for the CA Course,
the BoS also provides the facility of Live Virtual
Classes with an economical fee for both groups
of Intermediate and Final levels. Students are able
to ask queries on the session/ event topic, which
would get answered subject to availability of time
and relevance. We are determined to cater to the
requirements of your professional endeavours.

The Chartered Accountancy course is very challenging
and demands your complete dedication, focus and
hard work. However, with proper time management,
sincere efforts, hard work, positive attitude and a
burning desire to be successful, you will be able to
emerge successful. Once you decide and determine to
reach the acme, nothing can divert you to accomplish
your goals. Do not struggle with insignificant issues
rather focus on your set objectives. Take the optimum
utilisation of the facilities that are being provided to
you by our Institute. I urge all of you to use the Study
Material/Suggested Answers/ Revision Test Papers/
Mock Test Papers of our Institute in a well-planned
and cohesive manner.

Wishing each and every one of you a life filled with
academic fulfillment, prosperity, a wonderful career
and bliss at home.

Yours sincerely
\

CA. ATUL K. GUPTA
VICE PRESIDENT, ICAI, NEW DELHI
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| CHAIRPERSON'S COMMUNICATION

Dear Students,

his issue will reach you amidst thorough
preparations for the forthcoming May 2019 exams.
I extend my Best Wishes to all of you who are
appearing for the exams. You would know that
CA exams are rigorous in nature like any other professional
exam and require persistent efforts for months together to
be able to get through. With the right approach, sustained
efforts and undeterred commitment towards your goal, you
will surely succeed. You need to devise a sound Strategy,
Plan diligently and judiciously Execute for exhaustive
preparation. You must set daily targets for yourself and follow
a customised regimen in a disciplined manner, to achieve the
target. This would help you to check whether you are adhering
to the schedule and are able to utilise your time productively.
Keeping a close check on your time management will be
beneficial to allocate time for revision towards the end. You
must remember that there is no substitute for hard work. In
the words of Mahatma Gandhi: “The future depends on
what we do in the present”. Therefore, do your best with
utmost dedication and success shall automatically follow.

Sound Strategy

Considering the voluminous syllabus, you must calibrate
your effort required to complete a subject and apportion your
time proportionately. You must be clear about what to Study,
How to study and Where to study from. You must cover
all important and major topics from the exam’s perspective,
taking into account previous questions papers. Follow a
different study pattern for practical and theory papers.
For theory papers, you must comprehend the concept and
thereafter memorise vital aspects that are required to be
stated/explained verbatim. For practical papers, you must
try to practice as many questions as possible from different
sources like the study material, Revision Test papers and
Practice Questions. You must adhere to the study material
for the scope of preparation. You may refer to other sources
for practice questions.

As you know, from May 2019 onward, 30% of weight-age in
selected papers in CA Intermediate and Final in both old and

new schemes has been allocate to objective questions of 1 and
2 marks. Therefore you must emphasise on comprehending a
concept and its overall context vis a vis the subject and other
related concepts to be able to score well.

Planning is the backbone for success. It entails chalking out
a micro-level regimen to be followed on daily basis including
your study time, rest time, revision and self-assessment. Start
your day as early as possible to be able to maximise time
utilisation.

Take breaks at regular intervals to rejuvenate yourself and
at the end of the day, test your knowledge by attempting
practice exercises to check your comprehension/retention.

Executing the Plan

Once you have a plan in place, you must judiciously stick to
your plan and try not to digress/deter from your regimen as
far as possible. This will instill the much-needed confidence
in you to face the exams and motivate you to further intensify
your preparation. Remember practicing an idea transforms
thoughts into action and converts it into a positive force. So,
let the force be with you.

BOS Initiatives

Many of you would already have completed at least one
study cycle, and must have appeared in the Mock Test
paper Series-I conducted in the previous month. You
must analyse your score to identify the learning gaps and
topics requiring further improvement/reinforcement. You
must attend the Counseling Sessions to be organised on
April 4 and 5, 2019 to get valuable tips from the subject
experts. Since 2017, BOS has been providing summarised
content for revision. In the current issue, a 24-page
capsule on CA Intermediate Paper 4A: Income-tax
Law has been included. For other subjects, you must
refer to the Compilation of these E-Capsules put together
as a Flipbook already uploaded at the Cloud campus for
all subjects in CA Intermediate and Final New Course.
Suggested answers for Nov 2018 exams for both old and
new courses have been uploaded at the BOS Knowledge
Portal at the Link: https://www.icai.org/new post.
html?post id=5720&c id=314. You must refer to these in
order to articulate your answer in the best possible manner
to fetch maximum marks.

Many more initiatives have been envisaged for the current
year such as:

O ICAI on social media: You can access
announcements/pronouncements on the

major
Facebook

Our greatest weakness lies in giving up. The most certain way to succeed is always to try just one more time.- Thomas A. Edison
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CHAIRPERSON’S COMMUNICATION |

Page at the link https://www.facebook.com/
ICAIBoardOfStudies/.

O Regular Interaction: BoS proposes to interact with
you through webcast every month, to forge a connect
and apprise you about the current initiatives. Monthly
schedule will be announced very soon. By the time you
read this communication, one such webcast would have
already been done.

O E-Pathshala: Live Virtual Classes have been extended
with reasonable fee of ¥ 4,000 and ¥ 4,750 for both
groups of Intermediate and Final respectively. The
Intermediate classes for November 2019 examinations
have already started from March 6, 2019. Those of you
already registered for Intermediate and Final levels
would, however, need to pay as under:

At the time of After Registration
Registration for
Intermediate / Final
Single Both Single Both
Group Groups Group Groups
Intermediate 2,250 4,000 3,750 6,250
Final 2,500 4,750 4,500 7,500

An open house Q&A session for each subject at both the
levels is being held for May 2019 examinations as part
of the ongoing LVC project, wherein you all (whether or
not registered under LVC) can ask/raise queries specific
to subjects and generic queries as how to prepare for
examinations.

O Study Material on TAB/Kindle: The BOS has proposed
that the study material would be made available on

kindle to provide amendments in the curriculum in real
time. This would address the long-standing grievance
of not being provided updated material relevant for
examination.

O Students’ Journal: E-Capsules will be continued. The
BOS has added a new feature News Update that provides
current financial and other business news to keep you
abreast with the business environment.

O Counseling and Mentoring: The practice will be
continued and further strengthened through regular
subject specific webcasts and online mentoring
sessions before the exams and after declaration of
results.

Examinations test your comprehension and presentation
skills, therefore you must attempt past question papers
in real time environment to hone your writing skills.
You will then get a reality check on your preparation and
performance providing you valuable insight for further
improvement.

Remember: Everything you want is out there waiting for
you to ask. Everything you want also wants you. But you
have to take action to get it.

All the Best!

—

CA. KEMISHA SONI
CHAIRPERSON, BOARD OF STUDIES, ICAI

48 ANNOUNCEMENT FOR MEMBERS AND STUDENTS

Survey for seeking preference for foreign language course from ICAI Members
and Students

Committee for Export of CA Services & WTO of ICAI is working on the Action Plan for Champion Sector in which

promoting foreign language amongst members and students is one of the mandates by Government of India. With an aim

to overcome language barrier and thereby have enhanced professional opportunities overseas, ICAL through German and

Spanish Embassy had initiated batches of German and Spanish languages for its members and students and is going to

start with French, Chinese, Japanese and Arabic by next quarter.

Interested members/students are requested to kindly express their interest for the preferred foreign language which would

facilitate ICAI to open up future batches of foreign languages in their respective jurisdictions. The expression of interest
can be provided by visiting https://www.icai.org/new_post.htmi?post_id=15512&c_id=240 which is open till 15* May,

2019.

Chairman, Committee for Export of CA Services & WTO

m April 2019 | The Chartered Accountant Student



| INCOME TAX LAW

Income-tax Law: A Capsule for Quick Recap

The capsule on IIPCC/Intermediate Paper 4A: Income-tax Law gives a bird’s eye view of the significant provisions of
income-tax law discussed in Chapters 1 to 8 of the Study Material. This capsule is intended to assist you in the process of
revision of concepts which impact the computation of income under different heads as well as the computation of total
income of an individual, and, hence, it should not be taken as substitute for the detailed study of the subject. Thus, students
are advised to read the July, 2018 edition of the Study Material for a thorough understanding of the provisions of income-
tax law and solve the illustrations and exercise questions given therein to hone their application skills.

Students may note that the income-tax law, as amended by the Finance Act, 2018 is relevant for May 2019 and November
2019 examinations. The relevant assessment year is A.Y. 2019-20.

Income-tax is the most significant direct tax. Entry 82 of the Union List i.e., List I in the Seventh Schedule to Article 246 of the
Constitution of India has given the power to the Parliament to make laws on taxes on income other than agricultural income.

CHAPTER 1: BASIC CONCEPTS

Significant components of Income-tax Law]

Income-tax
Act, 1961

Income-tax is a tax levied on the
TOTAL INCOME of the PREVIOUS
YEAR (P.Y.) of every PERSON.

Circulars : Notifications :

General Rule
Income of a previous year is assessed in the assessment year following the previous year

Income-tax
Rules, 1962

Exceptions to this rule

— AL, is the period Cases where income of a previous year is assessed in the previous year itself
the EY. immediately of 12 mqnths Shipping Persons || AOPs/ BOIs/ Artificial Persons likely to . .
preceding the commencing on business of || leaving Juridical Person transfer property Dllsgcor.ltmued
Assessment Year (A.Y).] 15t April every non-resident | India for::iitf?fr ?;E;‘; t(;::lar to avoid tax USINeEss
year.
RATES OF INCOME TAX [A.Y. 2019-20]
I Individual (other than a resident individual of the age of 60 years or more)

[The same rates are also applicable for HUF/AOPs/ BOIs/Artificial Juridical Person]

Total Income (TT)

Income-tax payable

<% 2,50,000

Nil

> 2,50,000 but < ¥ 5,00,000

5% of the amount by which the total income exceeds % 2,50,000

> ¥ 5,00,000 but < ¥ 10,00,000

% 12,500 plus 20% of the amount by which the total income exceeds ¥ 5,00,000

> ¥ 10,00,000 X 1,12,500 plus 30% of the amount by which the total income exceeds ¥ 10,00,000
11 Resident individual of the age of 60 years or more but less than 80 years at any time during the previous year 2018-19
Total Income (TI) Income-tax payable
<% 3,00,000 Nil

> ¥ 3,00,000 but < ¥ 5,00,000

5% of the amount by which the total income exceeds ¥ 3,00,000

> ¥ 5,00,000 but < ¥ 10,00,000

% 10,000 plus 20% of the amount by which the total income exceeds ¥ 5,00,000

> 10,00,000

 1,10,000 plus 30% of the amount by which the total income exceeds ¥ 10,00,000

III | Resident individual of the age of 80 years or more at any time during the previous year 2018-19

Total Income (TT) Income-tax payable
<% 5,00,000 Nil
>¥ 5,00,000 but <% 10,00,000 20% of the amount by which the total income exceeds ¥ 5,00,000
> % 10,00,000 % 1,00,000 plus 30% of the amount by which the total income exceeds ¥ 10,00,000

Rebate under section 87A in case of an individual resident in India:
Lower of tax payable or ¥ 2,500, where total income does not exceed ¥ 3,50,000

The Chartered Accountant Student | April 2019 M



INCOME TAX LAW |

| Rates of Taxes [A.Y.2019-20] — Firms/LLPs & Companies i

[
| Firm / LLP

1
I Company

|

[
| 30% | I Domestic Company J-l

| Foreign Company ﬂ

Where the total turnover/gross receipts
in the P.Y.2016-17 < ¥ 250 crore

30%

|25%I

l In any other case I

I
Specified royalties and fees for technical services
(FTS) received from Govt. or an Indian concern
under an approved agreement made by the
company with the Govt. or Indian concern
between 1.4.61 and 31.3.76 (royalties) and
between 1.3.64 and 31.3.76 (FTS)
|

|50%I

Other
Income

|40%|

Rates of Surcharge

Individual/ HUF/AOPs/BOls/
Artificial Juridical Person

Co-operative Society/
Local Authority/Firm/LLP

l_‘_l

If TI If TI > If TI If TI If TI
<% 50 % 50 lakh >%1 <1 >%1
lakh but< crore crore crore
% 1 crore
\ \
Nil 10% 15% Nil 12%

Domestic Foreign
Company Company
I
[ | [ [ |
If TI IfTI > If TI If TI KTI> If TI
<1 T 1crore >3 10 <1 T 1crore >3 10
crore but< crore crore but< crore
% 10 crore X 10 crore
Nil 7% 12% Nil 2% 5%

computed on income-tax plus surcharge, if applicable.

Note — Income-tax has to be computed on TI. Surcharge is computed on such income-tax. Health and education cess@4% has to be

CHAPTER 2: RESIDENTIAL STATUS AND SCOPE OF TOTAL INCOME

\TI is defined u/s 5 of Income-tax Act, 1961.

(“The residential status of a person determines the scope of income to be included in his/its total income (TI), which is subject to )
income-tax in India. The provisions for determining the residential status of a person are contained in section 6 and the scope of

)

RESIDENCE IN INDIA [SECTION 6]
(I) INDIVIDUAL

‘ Residential Status of an Individual ‘

YES

I
Does the individual stay in India for 182
days or more during the PY?

Does he stay in India for 60 days or more during the relevant PY

an
365 days or more during 4 PYs immediately preceding the relevant PY?
I

YES

‘ Resident and ordinarily resident(ROR) ‘

v
YES
Does Individual satisfy both the following conditions? .
He is resident in India in any 2 PYs out of 10 PYs preceding the relevant PY Non Resident (NR)
(+)
His stay in India is for 730 days or more during the 7 PYs preceding the relevant PY
I

‘ Resident but not ordinarily resident (RNOR) ‘

@ April 2019 H The Chartered Accountant Student



| INCOME TAX LAW

(II) FIRM/AOPs/BOlIs

Residential Status of a Firm/AOPs/BOIs
|

Is the control and management of its affairs situated wholly or partly in India?

|
YES

Firm/AOPs/BOlIs is resident Firm/AOPs/BOIs is non-resident

(II1) HUE (IV) COMP

Residential Status of a HUF Residential Status of a Company |

Is the control and management of its affairs situated wholly

‘ or partly in India? |
¥ i il Is it an Ing
com|
YES | NO_J

Does Karta satisfy both the following HUF is Non-

conditions? .

He is resident in India in any 2 PYs out The company 1s Is the Place of Effective
of 10 PYs preceding the relevant PY resident in India for ﬂ Management of the

| the relevant PY company in India
during the PY?
v v
; ) . 1 dﬁi-
The company is a non-resident for
|

A

. . | the relevant PY
HUF is ROR | HUF is RNOR|

SCOPE OF TOTAL INCOME [SECTION 5]: Whether the following incomes are to be included in Total Income?

Particulars ROR RNOR NR
Income received or deemed
to be received in India during Yes Yes Yes
the relevant PY
Income accruing or arising or
deeming to accrue or arise in Yes Yes Yes
India during the relevant PY
Income accruing or arising | Yes, even if such income is not received | Yes, but only if such income is derived from No
outside India during the |or brought into India during the PY a business controlled from or profession
relevant PY set up in India; Otherwise, No.

CHAPTER 3: INCOMES WHICH DO NOT FORM PART OF TOTAL INCOME

The various items of income referred to in the different clauses of section 10 are excluded from the total income of an assessee.
These incomes are commonly referred to as exempted incomes. The incomes which are exempt under section 10 will not be
included while computing total income.

i"”i iiiiii Iiiﬂii l_ Examples - Share income of a partner/ member of HUE,
Incomes which 1 education scholarships

do not form part

Examples - House rent allowance, children education
allowance, commuted pension, leave encashment, VRS
| compensation ‘

Income exempt upto

The Chartered Accountant Student H April 2019 m



INCOME TAX LAW |

Section Exempt Income: Some Examples
10(1) Agricultural income

Agricultural income, however, has to be aggregated with TI (non-agricultural income) for determining the rate
at which non-agricultural income would be subject to tax, in case of individuals, HUF, AOPs & BOIs etc., where
the —

o Net agricultural income exceeds ¥ 5,000 p.a. and

» non-agricultural income exceeds basic exemption limit.

The following are the steps to be followed in computation of tax -

Step 1: Compute tax on non-agricultural income plus agricultural income

Step 2: Compute tax on agricultural income plus basic exemption limit

Step 3: Tax payable by the assessee = Step 1 — Step 2

Step 4: Add Surcharge/Deduct Rebate u/s 87A, if applicable.

Step 5: Add Health and Education Cess@4%.
10(2)/ 10(2A) | Share income of a member from HUF/ Partner’s share in the total income of the firm or LLP
10(6D) Royalty income or FTS arising to non-corporate non-residents and foreign companies for services rendered in

or outside India to the National Technical Research Organisation (NTRO)
10(11A)/ 10(16) | Any payment from Sukanya Samriddhi Account/ Scholarship granted to meet the cost of education
10(26AAA) Income from any source in the state of Sikkim, dividend income and interest on securities in the hands of a

Sikkimese individual. This exemption is not available to a Sikkimese woman who, on or after 1st April, 2008,

marries a non-Sikkimese individual.
10AA Tax holiday for unit established in SEZ, which has begun or begins to manufacture or produce articles or things

or provide any service on or after 1.4.2005 in any SEZ for 15 consecutive assessment years in respect of its
profits derived from exports of such articles or things or export of services (including computer software).
Amount of exemption =

Profits of Unit in SEZ x Export turnover of Unit in SEZ
Total turnover of Unit in SEZ

100% of such profits would be exempt in the first five years, 50% in the next five years and in the last five years,
50% subject to transfer to SEZ Re-investment Reserve Account.

CHAPTER 4: HEADS OF INCOME
UNIT 1: SALARIES

Income under the head "Salaries"

Chargeability (Section 15) Meaning (Section 17) Deduction (Section 16)

« Salary due « Salary « Standard deduction

« Paid or allowed, though not due « Perquisite « Entertainment allowance
« Arrears of salary « Profits in lieu of salary « Professional tax

Proforma for computation of income under the head “Salaries”

Particulars Amt ()

(i) Basic Salary XXX
(ii) | Fees/Commission XXX
(iii) | Bonus XXX
(iv) | Taxable Allowances:
(a) [Dearness Allowance XXX
(b) [House Rent Allowance (HRA) XXX
Less: Least of the following is exempt [Section 10(13A)] XXX XXX
+ HRA actually received XXX
+ _Rent paid (-)10% of salary for the relevant period XXX
+  50% of salary, if accommodation is located in Mumbai, Kolkata, Delhi or XXX
Chennai or 40% of salary in any other city for the relevant period
(c) [Children Education Allowance XXX
Less: % 100 per month per child upto maximum of two children is exempt XXX XXX
(d) | Children Hostel Allowance XXX
Less: X 300 per month per child upto maximum of two children is exempt XXX XXX
(e) [Transport allowance XXX
Less: T 3,200 per month is exempt in case of blind/ deaf and dumb/ orthopedically
handicapped employee only (In case of other employees, transport allowance is fully taxable) XXX XXX
(f) |Entertainment Allowance XXX
(g) |[Other Allowances including overtime allowance, city compensatory allowance etc. XXX
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(v) Taxable Perquisites
(a) | Valuation of rent free accommodation! XXX

I) Where the accommodation is provided by the Govt. to its employees

License fee determined by the Govt. XXX

Less: Rent actually paid by the employer XXX

II) Where the accommodation is provided by any other employer

If accommodation is owned by the employer

(i) Cities having population > 25 lakh as per 2001 census XXX
15% of salary in respect of the period of occupation (=) rent recovered from employee

(ii) Cities having population >10 lakh < 25 lakh as per 2001 census XXX
10% of salary in respect of the period of occupation (—) rent recovered from employee

(iii) In other cities XXX

7.5% of salary in respect of the period of occupation (=) rent recovered from employee
If accommodation is taken on lease by the employer

Lower of lease rental paid or payable by the employer (or) 15% of salary XXX
Less: Rent actually paid by the employee XXX
(b) | Obligation of employee discharged by employer. For e.g. Professional tax paid by the employer XXX
(c) |Anysum payable by the employer to effect an assurance on the life of the employee or to effect XXX
a contract for annuity: Actual expenditure incurred by the employer
(d) | Value of use of motor car [Refer Table 4.1.1] XXX
(e) |Any other perquisite: For example, XXX

(1) Provision of services of a sweeper, gardener, watchman or personal attendant: Actual cost to
employer by way of salary paid or payable for such services (-) amount paid by the employee

(2) Gas, electricity, or water supplied by employer for household consumption of the employee:
Amount paid on that account by the employer to the agency supplying gas etc. (-) amount paid by
the employee

(3) Provision of free or concessional education facilities for any member of employee’s
household: Sum equal to the expenditure incurred by the employer (-) amount paid or recovered
from the employee
Where educational institution is maintained and owned by employer: Cost of such education
in similar institution in or near the locality (-) amount paid or recovered from employee [However,
there would be no perquisite if the value of benefit per child does not exceed ¥ 1,000 p.m.]

Note: Above perquisites are taxable only in case of specified employees.

(4) Interest-free or concessional loan exceeding ¥ 20,000 : Interest computed at the rate charged
by SBI as on 1st day of relevant PY in respect of loans for similar purposes on the maximum
outstanding monthly balance (-) interest actually paid by employee

(5) Value of gift, voucher: Sum equal to the amount of such gift [If value of gift, voucher is below
< 5,000, there would be no perquisite]
(6) Use of moveable assets

(a)  Use of laptops and computers Nil
(b) Movable assets, other than - 10% p.a. of the actual cost of such asset, or
(i) laptops and computers; and the amount of rent or charge paid, or payable
(ii) assets already specified by the employer, as the case may be (-)
amount paid by/recovered from an employee

(7) Transfer of movable assets: Actual cost of asset to employer — cost of normal wear and tear —
amount paid or recovered from employee

Computers and electronic items @50% on WDV for each completed year of usage
Motor cars @20% on WDV for each completed year of usage
Any other asset @10% of actual cost of such asset to employer for each
completed year of usage [on SLM basis]|
(vi) | Leave travel concession XXX
Less: Exempt u/s 10(5) [Refer table 4.1.2] XXX XXX
(vii) | Gratuity
(a) [ Received during the tenure of employment (fully taxable) XXX
(b) [Received at the time of retirement or otherwise XXX
Less: Exempt u/s 10(10) [Refer Fig. 4.1.3] XXX XXX

In case of furnished accommodation, the value will be increased by 10% p.a. of the cost of furniture or hire charges, as the case may be, less amount recovered from
the employees.
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Particulars Amt ()

(viii) | Uncommuted pension (fully taxable) XXX
(ix) | Commuted pension XXX
Less: Exempt u/s 10(10A) [Refer Fig. 4.1.4] XXX XXX
(x) |Leave encashment
(a) |Received during the employment (fully taxable) XXX
(b) | Received at the time of retirement or otherwise XXX
Less: Exempt u/s 10(10AA) [Refer Fig. 4.1.5] XXX XXX
(xi) | Voluntary retirement compensation XXX
Less: Exempt u/s 10(10C) - Least of the following: XXX XXX
(a) | Compensation received/ receivable on voluntary retirement XXX
(b) | T 5,00,000 XXX
(0) 3 months’ salary x completed years of service XXX
(d) Last drawn salary x remaining months of service left XXX
(xii) | Retrenchment compensation etc. XXX
Less: Exempt u/s 10(10B)] — Least of the following: XXX XXX
(a) Compensation actually received XXX
(b) < 5,00,000 XXX
(c) |15 days average pay x completed years of service and part thereof in excess of
6 months o
Gross Salary XXX
Less: Deduction under section 16
Standard deduction u/s 16(ia) upto ¥ 40,000 or amount of salary, whichever is lower XXX
Entertainment allowance u/s 16(ii) (only for Govt. employees)
Least of the following is allowable as deduction: XXX
(a) |[¥ 5,000 XXX
(b) | 1/5th of basic salary XXX
(c) | Actual entertainment allowance received XXX

Professional Tax (paid by employer/ employee) under section 16(iii) XXX
Income under the head salary D,0,0,¢

Note- For the meaning of “Salary” for the purpose of valuation of perquisite/computation of exemption, refer Study Material.

Table 4.1.1
Perquisite Value of Motor Car

S.No. | Car owned/ | Expenses Wholly Partly personal use
hired by met by official use
1 Employer Employer No value* cc of engine Perquisite value
upto 1.6 litres < 1,800 p.m.
above 1.6 litres T 2,400 p.m.
If chauffeur is also provided, ¥ 900 p.m. should be added to the above value.
2 Employee Employer No value* | Actual amount of expenditure incurred by the employer as reduced by the
perquisite value arrived at in (1) above.
¢ Employer Employee - cc of engine Perquisite value
upto 1.6 litres % 600 p.m.
above 1.6 litres % 900 p.m.
If chauffeur is also provided, ¥ 900 p.m. should be added to the above value.

* provided employer maintains the complete details of such journey and expenditure thereon and gives a certificate that such expenditure

are incurred wholly for official use.
Notes:
1.

Perquisite value of motor car is taxable only in case of specified employees if motor car is provided by the employer to the employee.

However, where the motor car is owned by the employee and used by him or members of his family wholly for personal purpose and
for which employer reimburses the running and maintenance expenses of the car, the perquisite value of motor car is taxable in case

of all employees.

N

personal purposes of the employee would be equal

Where car is owned by employer and expenses are also met by the employer, the taxable perquisite in case such car is used wholly for

to the running and maintenance expenses and normal wear and tear (calculated

@10% p.a. of actual cost of motor car) less amount charged from the employee for such use.
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Table 4.1.2
Leave Travel Concession exempt u/s 10(5
ion is available for 2 trips in a block of 4 calendar years.
S. No. Journey performed by Exemption
1 |Air Amount not exceeding air economy fare by the shortest route to the place of
destination

2 |[Any other mode :
(i) |[Where rail service is available Amount not exceeding air conditioned first class rail fare by the shortest route to
the place of destination

(ii) |Where rail service is not available
a) recognised public transport |Amount equivalent to air conditioned first class rail fare for the distance of the
does not exist journey by the shortest route, as if the journey had been performed by rail

b) recognised public transport |Amount not exceeding the first class or deluxe class fare on such transport by the
exists shortest route to the place of destination

Fig. 4.1.3
Gratuity exempt u/s 10(10)

Gratui

Received at the time of retirement/death |

I |
Employees of Central Government/ Members of Civil Other Employees
| Services/ loca_l authority e@loyees etc. ' |

Fu.lli Exemﬁt u/s 10‘ lonii I Covered under the Payment of Not covered under the

[
Least of the following would be exempt u/s 10(10)(ii): Least of the following would be exempt u/s 10(10)(iii):
- ¥ 20 lakh - ¥ 10 lakh
- Actual gratuity received - Actual gratuity received
- 15 days' salary (based on last drawn salary) for every - Half month salary (based on avg of last 10 months salary) j‘

completed year of service or part in excess of 6 months (No. of for every completed year of service (No. of days in a month
days in a month to be taken as 26) to be taken as 30)

Fig. 4.1.4 Fig. 4.1.5
Commuted Pension exempt u/s 10(10A) Leave Encashment exempt u/s 10(10AA)

Leave Encashment i
i Received on retirement, whether on
\ Superannuation or otherwise
| | . - ,
Employees of Central Govt./ local Other Employees - Bya Government employee | By any other employee |

authority/Statutory Corporation/ 1
members of Civil Services/Defence !

W Least of the following is
Fully exempt u/s If the If the ! I I I
{IO(IOA%)(i) employee i employee doe % 3,00,000 Leave 10 months' Cash
in receipt o not receive salary salary (on equivalent of
ratui any gratuity actually the basis unavailed leave
of average (Based on last
salary of last 10 months

average salary)

1/2 x (commuted pension
received + commutation

1/3 x (commuted pension
received + commutation
%) x 100, would be
exempt u/s 10(10A)(ii)(a)

%) x 100, would be Earned leave entitlement cannot exceed 30
exempt u/s 10(10A)(ii)(b »

UNIT 2 : INCOME FROM HOUSE PROPERTY

Determinatio - Taxabili;y of Taxability of
Chargeability of Annual deducti EVIREEES @l (et Co-owned
4 eductible and unrealised
[Section 22] Value [Section 25] —, property
[Section 23] [Section 25A] [Section 26]

The Chartered Accountant Student H April 2019 E



INCOME TAX LAW |
I Basis of Charge [Section 22] i Fig.4.2.1 Determination of GAV of let out property:

The annual value of any property comprising of buildings or lands .
appurtenant thereto, of which the assessee is the owner, is chargeable Step L:
to tax under the head “Income from house property”.

Higher of fair rent and municipal value

Exceptions: Annual value of the following properties are chargeable

under the head “Profits and gains of business and profession”- Step 2:

(i) Portions of property occupied by the assessee for business or :
profession carried on by him.

(ii) Properties of an assessee engaged in the business of letting out of
properties. :

Lower of step 1 and standard rent is Expected Rent

Step 3: Compare the Expected rent determined above with actual rent

Il Determination of Annual Value [Section 23] v | v

(1) Annual Value of let-out property [Section 23(1)]

Actual rent > Expected Rent Actual rent < Expected Rent
v v
Actual rent < Expected Rent Actual rent < Expected Rent
Determination Municipal tax because of vacancy because of any other reason
of Gross paid by the Net Annual

Annual Value owner during

Value (NAV)
the previous

Actual rent is GAV 4—, Expected Rent is GAV

Note — Actual rent received/receivable should not include unrealised
rent (i.e. any amount of rent not capable of being realised)

(2) Annual Value of one self-occupied property [Section 23(2)/(3)]
Where the property is self-occupied for own residence or unoccupied throughout the PY owing to his employment, business or
profession carried on at any other place and residing at that other place in a building not belonging to him, its Annual Value will be Nil,
provided no other benefit is derived by the owner from such property.

(3) Annual Value of deemed to be let out property [Section 23(4)]
If more than one property is so self-occupied/unoccupied, the assessee may claim benefit of Nil Annual Value in respect of any one
property at his option. The other property(s) would be deemed to be let out, in respect of which Expected Rent would be the GAV.

(4) Annual value where the property held as stock-in-trade etc. [Section 23(5)]
Where property is held as stock-in-trade and the whole or any part of the property is not let out during the whole or any part of the PY,
the annual value of property or part of the property, for the period upto 1 year from the end of the EY. in which certificate of completion
of construction of the property is obtained from the competent authority, shall be taken as “Nil”.

Il Deductions from Net Annual Value [Section 24]

| Deductions allowed from NAV ]
[

]
| Let out/ deemed let out property ] Self occupied property Jl
| I
[ | | Interest on borrowed capital u/s 24(b) I
Standard deduction Interest on borrowed |
u/s 24(a) capital u/s 24(b) I |
| I where loan is taken for repair, renewal or | | where loan is taken for acquisition or
| 30% of NAV | Fully Allowed reconstruction of house property construction of house property
|
I I | 1
| Maximum X 30,000 l I If loan is taken before 1.4.99 ] | If loan is taken on or after 1.4.99 ]
| |
|
Maximum acquisition or construction completed within 5 years from
Z 30,000 the end of the FY in which the capital was borrowed
+
Certificate from lender specifying interest payable

Yes

Maximum ¥ 30,000 ' Maximum ¥ 2,00,000 I

Notes: (1) Pre-construction interest allowable as dedn in 5 equal installments from the PY. of completion of construction. In case of self-occupied property, the total interest
(including pre-construction interest) can not exceed X 30,000/ X 2,00,000, as the case may be.
(2) If a portion of property is let out and a portion is self-occupied, then, income will be computed separately for let out and self-occupied portion.
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Interest chargeable under this Act which is payable outside

| INCOME TAX LAW

The following persons, though not legal owners of a property,

India shall not be deducted if are deemed to be the owners:

tax has not been paid
or deducted from such
interest

V Taxability of recovery of Unrealised rent &

Arrears of rent received [Section 25A]

Arrears of Rent / Unrealised Rent

(i) Taxable in the year o

f receipt/realisation

(ii)

Deduction@30% of rent received/realised

(iii)

Taxable even if assessee is not the owner of the
property in the financial year of receipt/realisation.

VI Co-owned property [Section 26]

Self-occupied property

Let-out property

The annual value of the
property of each co-owner
will be Nil and each co-
owner shall be entitled to
a deduction of 30,000 /
T 2,00,000, as the case may
be, on account of interest on
borrowed capital.

The income from such
property shall be computed
as if the property is owned by
one owner and thereafter the
income so computed shall be
apportioned amongst each
co-owner as per their specific
share.

(1) Transferor of the property, where the property is
transferred to the spouse (not in connection with an
agreement to live apart) or to minor child except minor
married daughter, without adequate consideration.

(2

—

Holder of an impartible estate is deemed to be the
individual owner of all the properties comprised in the
estate.

(3) Member of a co-operative society, company or other
association of persons is deemed to be the owner of the
building or part thereof allotted or leased to him under a
house building scheme.

(4) Person in possession of a property in part performance of
a contract u/s 53A of the Transfer of Property Act, 1882.
(5) Person having lease right in a property for a period not

less than 12 years.

UNIT 3: PROFITS AND GAINS FROM BUSINESS OR PROFESSION

Income chargeable under the head “profits and gains from business or profession” [Section 28]

(i) The profits and gains of any business or profession (PGBP) carried on by the assessee.

(ii) Any compensation or other payment due to or received by a person, at or in connection with termination of his
management, office, agency, any contract relating to business or modification of the terms and conditions relating thereto
in certain cases.

(iii) | Income derived by a trade, professional or similar association from specific services performed for its members.

(iv) | Profit on sale of import licence, cash assistance against exports, duty drawback, profit on transfer of DEPB/DFRC.

) Value of any benefit or perquisite, whether convertible into money or not, arising from business or the exercise of
profession.

(vi) Any interest, salary, bonus, commission or remuneration due to, or received by, a partner of a firm from such firm (to the
extent allowed as deduction in the hands of the firm).

(vii) Any sum, received or receivable, in cash or kind under an agreement for —
(a) not carrying out any activity in relation to any business or profession; or
(b) not sharing any know-how, patent, copyright, trademark, etc.
(viii) | Any sum received under a Keyman insurance policy including the sum allocated by way of bonus on such policy.

(ix) Fair market value of inventory on the date of its conversion or treatment as capital asset, determined in the prescribed
manner.

(x) Any sum, whether received or receivable, in cash or kind, on account of any capital asset (other than land or goodwill
or financial instrument) being demolished, destroyed, discarded or transferred, in respect of which the whole of the
expenditure has been allowed as deduction u/s 35AD.

Note - Income chargeable under the head PGBP or Income from Other Sources has to be computed in accordance with either cash basis
or mercantile system of accounting regularly employed by the assessee [Section 145]

Fig 4.3.1

Computation of income from business or profession (Section 29)

» Atqmissisble . Inadmissible R o e Profits chargeable to | | (Sections 38,43, 43A,
eductions (Sections deductions (Section 40) . u C tax (Section 41) 43B, 43CA, 44AA,
30 to 37) circumstances (Section 40A) 44AB, 44AD, 44ADA

Other provisions

& 44AE)
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Proforma for computation of income under the head
"Profits and gains from business or profession"

Particulars Amt (%)
Net profit as per statement of profit and loss A
Add: Expenses debited to statement of profit and loss but not allowable B

« Depreciation as per books of accounts

+ Income-tax [disallowed u/s 40(a)(ii)]

«  30% of sum payable to residents on which tax is not deducted at source or after deduction has not been
remitted on or before the due date u/s 139(1), would be disallowed u/s 40(a)(ia) [The same is allowable
in the year in which the tax is deducted and remitted]

« Any expenditure incurred, in respect of which payment is made for goods, services or facilities to a
related person, to the extent the same is excessive or unreasonable, in the opinion of the A.O, having
regard to its FMV [disallowed u/s 40A(2)]

« Any expenditure incurred in respect of which payment or aggregate of payments to a person exceeding
% 10,000 in a single day is made otherwise than by way of A/c payee cheque/bank draft or use of ECS
through bank A/c [disallowed u/s 40A(3)]

+ Certain sums payable by the assessee which have not been paid during the relevant PY. in which the
liability was incurred or on or before the due date for filing return u/s 139(1) in respect of that PY.
[disallowed u/s 43B — Refer Fig 4.3.2 below]

« Personal expenses/ capital expenditure [not allowable as per section 37]

« Repairs of capital nature [not allowable as per sections 30 & 31]

« Amortisation of preliminary expenditure u/s 35D/ expenditure incurred under voluntary retirement
scheme u/s 35DDA [4/5th of such expenditure to be added back]

« Fine or penalty paid for infringement or breach of law [However, penalty in the nature of damages for
delay in completion of a contract, being compensatory in nature, is allowable]

« All expenses related to income which is not taxable under this head e.g. municipal taxes in respect of
house property

« Any sum paid by the assessee as an employer by way of contribution to pension scheme u/s 80CCD
exceeding 10% of the salary of the employee

(A +B) C
Less: Expenditure allowable as deduction but not debited to statement of profit and loss D

+ Depreciation u/s 32 computed as per Rule 5 of Income-tax Rules, 1962

+ Additional depreciation@20% of actual cost of new P & M acquired by an assessee engaged in the
business of manufacture or production of any article or thing or generation, transmission or distribution
of power (10% of actual cost, if put to use for less than 180 days in the year of acquisition)/ 35% of
actual cost (17.5% if put to use for less than 180 days in the year of acquisition), if the manufacturing
undertaking is set up in a notified backward area in the State of A.P./Bihar/Telengana/West Bengal on
or after 1.4.2015 [Balance additional depreciation can be claimed in the next year]

+ Deduction@15% of actual cost of new P&M u/s 32AD in case of a manufacturing undertaking/
enterprise set up in a notified backward area in the State of A.P./Bihar/ Telengana/West Bengal on or
after 1.4.2015

« Weighted deduction for expenditure on/contribution for research u/s 35(1)(ii), 35(2AA), 35(2AB) in
excess of the amount already debited to statement of profit & loss [Refer Table 4.3.3 below]

+ Investment-linked tax deduction in respect of specified businesses u/s 35AD [Refer Fig 4.3.4 below]

(C-D) E
Less: Income credited in statement of profit and loss but not taxable/ taxable under any other head F

« Dividend income exempt u/s 10(34)/ taxable u/s 115BBDA

o Agricultural income exempt u/s 10(1)

« Interest on securities/savings bank account/ FD taxable under the head “Income from other sources”

« Profit on sale of capital asset taxable under the head “Capital Gains”

+ Rent from house property taxable under the head “Income from house property”

« Winnings from lotteries, horse races, games etc., taxable under the head “Income from other sources”

«  Gifts exempt or taxable under the head “Income from other sources”

+ Income-tax refund not taxable

+ Interest on income-tax refund taxable under the head “Income from other sources”

(E-F) G
Add: Deemed Income H

+ Bad debt allowed as deduction u/s 36(1)(vii) in an earlier PY, now recovered [deemed as income u/s
41(4)]

» Remission or cessation of a trading liability [deemed as income u/s 41(1)]

(G +H) 1
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Fig 4.3.2
Certain deduction to be allowed only on actual payment (Section 43B)
(a) | Any sum payable by way of tax, duty, cess or fee Deduction In the PY.
(b) | Any sum payable as an employer by way of contribution to any PFor | in respect in which In the PY.
. . the liability n the LY.
superannuation fund or gratuity fund etc. ‘;lf sums . b of actual
- shown in 0 pay suc
(c) Any' sum payable to an employee as bonus or Commission for the table Sum was payment
services rendered T
(d) | Any sum payable as interest on any loan or borrowing from any
public financial institution or a State Financial Corporation or a State
Industrial Investment Corporation.
(e) | Interest on any loan or advance from a scheduled bank or co-
operative bank other than a primary agricultural credit society or a I IDERTIHIE I TS made In any
. . . - in the same PY
primary co-operative agricultural and rural development bank (or) other
(f) | Any sum paid as an employer in lieu of earned leave of his employee - @i @i bt ihe due diie 6f CasS
(g) | Any sum payable to the Indian Railways for use of Railway assets filing return u/s 139(1)

Table 4.3.3
Deduction for expenditure on/contribution for research u/s 35

Section Expenditure incurred/ Contribution made to Deduction (asa % of expenditure
incurred/contribution made)
35(1)(i)) | Revenue expenditure incurred on scientific research related to the assessee’s 100%
business
35(1)(ii) | Any sum paid to a notified approved research association/ university/ college/ 150%
other institutions for scientific research
35(1)(iia) | Any sum paid to an approved Indian company for scientific research 100%
35(1)(iii) | Any sum paid to a notified approved research association/ university/ college/ 100%
other institutions for research in social science or statistical research
35(1)(iv) | Capital expenditure (other than expenditure on acquisition of land) incurred on 100%
scientific research related to the assessee’s business
35(2AA) | Any sum paid to an approved National Laboratory/ University/ IIT/ specified 150%
person for scientific research undertaken under an approved programme
35(2AB) | Expenditure (other than cost of Land & Building) incurred by a company 150%
engaged in the business of Bio-technology or any business of production or
manufacture of article or thing, not being an article or thing listed in Eleventh
Schedule, on scientific research on approved in-house R & D facility

Fig 4.3.4
Investment linked tax deduction u/s 35AD

100% of following capital expenditure incurred wholly and exclusively for the specified business allowable as deduction

Expenditure incurred during the P.Y. | Expenditure incurred prior to commencement of operations

Allowed as deduction in the same PY. | - allowed as deduction in the year of commencement of operations
-iftheamountincurred s capitalised in the books of account on the date of commencement

of operations

Capital expenditure does not include the following expenditure

Expenditure on acquisition of any land, | Expenditure in respect of which payment or aggregate of payments made to a person in

goodwill or financial instrument a day, otherwise than by way of A/c Payee cheque/ bank draft/ ECS, exceeds ¥ 10,000

Note — For list of specified business eligible for deduction u/s 35AD, refer Study Material.

Fig 4.3.5
Taxability in case of composite income

Rule Nature of composite income Business income (Taxable) Agricultural Income (Exempt)
7A Income from the manufacture of rubber in India 35% 65%
7B Income from the manufacture of coffee
+ sale of coffee grown and cured in India 25% 75%
+ sale of coffee grown, cured, roasted and grounded 40% 60%
in India
8 Income from the manufacture of tea in India 40% 60%
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Special provisions for computing profits and gains on presumptive basis

Particulars Section 44AD Section 44ADA Section 44AE
(1) | Eligible Resident individual, HUF or Partnership | Resident assessee | An assessee owning not more than
Assessee firm (but not LLP) engaged in eligible | engagedinanyprofession | 10 goods carriages at any time

business and who has not claimed deduction | specified u/s 4AA(1), | during the PY.
under section 10AA or Chapter VIA under the | namely, legal, medical,
heading “C — Deductions in respect of certain | engineering, architectural
incomes” profession or profession of
Non-applicability of section 44AD in respect | accountancy or technical
of the following persons: consultancy or interior
+ A person carrying on profession specified | decoration or notified

u/s 44AA(1); profession (authorised
+ A person earning income in the nature of | representative, film artist,

commission or brokerage; company secretary,
» A person carrying on any agency business. | profession of information

technology)

(2) | Eligible Any business, other than business referred to | Any profession specified | Business of plying, hiring or
business/ in section 44AE, whose total turnover/ gross | under section 44AA(1), | leasing goods carriages
profession receipts in the PY. <X 200 lakhs whose total gross receipts

< ¥ 50 lakhs in the
relevant P.Y.
(3) | Presumptive 8% of total turnover/sales/gross receipts ora | 50% of total gross | For each heavy goods vehicle:
income sum higher than the aforesaid sum claimed to | receipts of such profession | ¥ 1,000 per ton of gross vehicle
have been earned by the assessee. or a sum higher than the | weight or unladen weight, as the
aforesaid sum claimed to | case may be, for every month or
6% of total turnover/sales/gross receipts in | have been earned by the | part of a month
respect of the amount of total turnover/sales/ | assessee.
gross receipts received by A/c payee cheque/ For other than heavy goods
bank draft/ECS during the P.Y. or before due vehicle: ¥ 7,500 per month or
date of filing of return u/s 139(1) in respect of part of a month
that PY. during which such vehicle is
owned by the assessee or an
amount claimed to have been
actually earned from such vehicle,
whichever is higher.

(4) | Non- Deductions allowable under sections 30 to 38 shall be deemed to have been given full effect to and no further
allowability deduction shall be allowed
of qeductlons Even in case of a firm, salary and interest | Even in case of a firm, | Incase ofa firm, salary and interest
while X paid to partners is not deductible. | salary and interest paid to | paid to partners is deductible
ORI partners is not deductible. | subject to the conditions and limits
presumptive in section 40(b) [Refer Note 1
HIEHIE below Table]

(5) | Written down | WDV of any asset of an eligible business/profession shall be deemed to have been calculated as if the eligible
value of asset | assessee had claimed and had been actually allowed depreciation for each of the relevant assessment years

(6) | Requirement | After declaring profits on presumptive basis u/s | If the assessee claims his | If the assessee claims his profits to
of 44AD, say, for A.Y.2019-20, non-declaration of | profits to be lower than | be lower than the profits computed
maintenance | profits on presumptive basis for any of the 5 | the profits computed by | by applying the presumptive
of books of successive AYs thereafter (i.e., from A.Y.2020- | applying the presumptive | rate, he has to maintain books of
account u/s 21 to A.Y.2024-25), say, for A.Y. 2021-22, would | rate, he has to maintain | account u/s 44AA(2) and get his
44AA and disentitle the assessee from claiming profits | books of account and other | accounts audited u/s 44AB.
audit u/s on presumptive basis for five successive AYs | documents u/s 44AA(1)
44AB subsequent to the AY relevant to the PY of | and get his accounts

such non-declaration (i.e., from A.Y.2022-23 to | audited u/s 44AB, if his
A.Y.2026-27). In such a case, the assessee would | total income > basic
have to maintain books of account and other | exemption limit for that
documents u/s 44AA(2) and get his accounts | year.
audited u/s 44AB, if his total income > basic
exemption limit in those years.
Notes — (1) Any payment by a firm to a working partner by way of salary, bonus, commission or remuneration, authorised by the partnership
deed and relates to any period falling after the date of such deed, upto the following limit prescribed u/s 40(b), is allowable as deduction:
Book Profit Prescribed limit
(a) | On the first T 3 lakh of the book profit or in case of a loss < 1,50,000 or 90% of book profit, whichever is more
(b) | On the balance of book profit At the rate of 60%

Any payment of interest to any partner which is authorised by and is in accordance with the terms of the partnership deed and relates
to any period falling after the date of such deed, to the extent such amount does not exceed simple interest calculated @12% p.a. is
allowable as deduction in the hands of the firm.
(2) If a person is not covered under presumptive tax provisions mentioned above, audit of books of account u/s 44AB is mandatory, if, in
a case where he carries on business, his total sales, turnover or gross receipts in business > ¥ 1 crore in that PY. and in a case where he
carries on profession, his gross receipts in profession > I 50 lakh in that PY.
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| INCOME TAX LAW
UNIT 4: CAPITAL GAINS

Chargeabilit Transactions not Cost with reference . .
sechon 25 | | egnded st | | computaon | | o eram modesor (| A EERAER | (o o0 B,
I Scope and year of chargeability [Section 45]
Any profits or gains arising from the transfer of a capital asset effected in the previous year (PY.) will be chargeable to tax under the
head ‘Capital Gains’ [CG, in short], and shall be deemed to be the income of the P.Y. in which the transfer took place [Section 45(1)]
Section Profits or gains arising from the following P.Y. in which income is Deemed Full Value of
transactions chargeable as income chargeable to tax consideration (FVC) for
computation of CG u/s 48
45(1A) | Money or other asset received under an insurance | The PY. in which such money | The value of money or the
on account of damage / destruction of any capital | or other asset is received. EMYV of other asset on the date
asset, as a result of, flood, hurricane, cyclone, etc. of receipt

45(2) Transfer by way of conversion by the owner of a | The P.Y. in which such SIT is | The FMV of the capital asset
capital asset into stock-in-trade (SIT) of a business | sold or otherwise transferred. | on the date of such conversion
carried on by him

45(3) Transfer of a capital asset by a person to a firm or | The PY. in which such transfer | The amount recorded in the
other AOPs or BOIs in which he is or becomes a | takes place books of account of the firm,
partner or member, by way of capital contribution AQOPs or BOIs as the value of
or otherwise. the capital asset.

45(4) Transfer of a capital asset by way of distribution of | The PY. in which the said | The FMV of the capital asset
capital assets on the dissolution of a firm or other | transfer takes place. on the date of such transfer.
AOPs or BOIs or otherwise, is chargeable to tax as
the income of the firm, AOPs or BOIs.

45(5) Transfer of capital asset by way of compulsory | The PY. in which the | Compensation or
acquisition under any law, or a transfer, the | consideration or part thereofis | consideration determined or
consideration for which was determined or | first received. approved in the first instance
approved by the Central Government or RBIL. by the Central Govt or RBIL
If the compensation or consideration is further | The PY. in which the amount | Amount by  which the
enhanced by any court, Tribunal or other authority, | was received by the assessee. | compensation/ consideration
the enhanced amount deemed to be the income. is enhanced or further

enhanced. For this purpose,
However, compensation received in pursuance of cost of acquisition and cost of
an interim order of a court/Tribunal deemed to be improvement shall be taken as
income of the PY. in which the final order is made. Nill
45(5A) | Transfer of a capital asset, being land or building (L | The P.Y. in which the certificate | The stamp duty value of his
& B) or both, by an individual or HUF, who enters | of completion for the whole or | share in the project, being L or
into a specified agreement for development of a | part of the project is issued by | B or both, on the date of issue
project, provided he does not transfer his share | the competent authority. of completion certificate
in project on or before the date of issuance of +
completion certificate. Consideration received in
cash, if any,

Il Transactions not regarded as transfer for the purpose of levy of capital gains tax [Section 47]:

Some Examples

Any transfer:

+ by way of distribution of capital assets on the total or partial partition of a HUF

« of capital asset under a gift or will or an irrevocable trust

+ of capital asset by a holding company to its 100% subsidiary Indian company or by a subsidiary company to its 100% holding
Indian company

+ or issue of shares by resulting company, in a scheme of demerger to the shareholders of demerged company

+ byashareholder in a scheme of amalgamation of shares held by him in the amalgamating company, in consideration of allotment
to him of shares in the amalgamated Indian company.

+ by an individual of sovereign gold bonds issued by RBI under Sovereign Gold Bond Scheme, 2015 by way of redemption

+ by way of conversion of bonds, debentures, debenture stock, deposit certificates of a company, into shares or debentures of that
company.

+ by way of conversion of preference shares of a company into equity shares of that company

+ ofacapital asset in a transaction of reverse mortgage under a scheme notified by the Central Govt.
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Il Mode of Computation of Capital Gains [Section 48]

Particulars Amt(X) | Amt ()
Full value of consideration received or accruing as a result of transfer XXX
liletai | Less: Exp. incurred wholly and exclusively in connection with such transfer (for eg., XXX
Short-term brokerage on sale)
ie kg | (Note: Deduction on account of STT paid will not be allowed)
(STCA) Net Sale Consideration XXX
LU ENISi B Less: Cost of acquisition (COA) [Refer Table 4.4.4] XXX
of holding of Cost of improvement (COI) [Refer Table 4.4.5] XXX XXX
NS O OAON Short-term capital gain (STCG) XXX
Fig. 4.4.3] Less: Exemption u/s 54B/54D [Refer Table 4.4.7] XXX
STCG chargeable to tax at rates given in Table 4.4.1 XXX
Full value of consideration received or accruing as a result of transfer XXX
Less: Exp. incurred wholly and exclusively in connection with such transfer XXX
(Note: Deduction on account of STT paid will not be allowed)
Net Sale Consideration XXX
In case of a Less: Indexed cost of acquisition (ICOA)
Long-term Cost of x CII for the year in which the asset is transferred So5
capialaser [ e e e
[F(()]; pe ri) od (Note: Benefit of indexation will, howevgr, not be available l'}.’l respect of LTCG from transfer
of holding of of bon‘ds or debenturfzs other than capital indexed bonds issued by the Government and
LTCA, refer to Al 4l gold bonds issued by RBI)
Fig. 4.4.3] Less: Indexed cost of improvement (ICOI)
Cost of CII for the year in which the asset is transferred XXX XXX
improvement CII for the year in which the improvement took place
Long-term capital gains (LTCG) XXX
Less: Exemption u/s 54/54B/54D/54EC/54EE/54F [Refer Table 4.4.7] XXX
LTCG chargeable to tax at the rates given in Table 4.4.2 XXX

Section

Table 4.4.1
Rates of tax on STCG

Rates of tax

111A

such sale.
» STCG arising from transaction undertaken in foreign currency on a Recognised Stock Exchange (RSE) located
in an International Financial Services Centre (IFSC) taxable @ 15% even though STT is not paid in respect of such
transaction.

+ STCQ arising on transfer of listed equity shares and units of equity oriented fund - 15%, if STT has been paid on

Note — STCG arising on transfer of other STCAs would be chargeable at normal rates of tax.

Table 4.4.2
Rates of tax on LTCG

Section
112A  |»

Particulars

listed equity shares, if STT has been paid on acquisition and transfer of such shares
units of equity oriented fund, if STT has been paid on transfer of such units

Tax @10% on long-term capital gains exceeding ¥ 1,00,000 on the transfer of following long-term capital assets.

+ Ifsuch transaction undertaken on a RSE located in an IFSC, LTCG would be taxable at a concessional rate of 10%
where the consideration for transfer is received or receivable in foreign currency, even though STT is not paid in
respect of such transaction.

« Benefit of indexation and currency fluctuation would not be available in respect of LTCG taxable u/s 112A.

LTCA Applicable rate of tax on LTCG

Unlisted securities or shares of a|Non-corporate non-resident / foreign company - 10% without the benefit of

closely held company indexation and currency fluctuation

Other Assessees - 20%, with indexation benefit

Listed securities (other than a|- 10%, without the benefit of indexation or

unit) or a zero-coupon bond - 20%, availing the benefit of indexation

whichever is more beneficial to the assessee

Other Assets -20%

Notes: (1) In case of a resident individual or a Hindu Undivided Family(HUF), the LTCG taxable u/s 112 or u/s 112A and STCG
taxable u/s 111A shall be reduced by the unexhausted basic exemption limit and the balance shall be subject to tax at the rates
specified therein

(2) No deduction under Chapter VI-A can be claimed in respect of such LTCG chargeable to tax@20% u/s 112 or 10% u/s 112A or
STCG chargeable to tax@15% u/s 111A.

112
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STCA, if held for < 12 months
LTCA, if held for > 12 months

STCA, if held for < 24 months .
LTCA, if held for > 24 months o

STCA, if held for < 36 months
LTCA, if held for > 36 months

SI. No.

Table 4.4.3

| INCOME TAX LAW

Period of holding [Section 2(42A)]

.
.
.

Zero Coupon bond

Unlisted shares
Land or building or both

»  Unit of debt oriented fund

Other capital assets

Table 4.4.4

Unlisted securities other than shares

Security (other than a unit) listed in a recognised stock exchange
Unit of equity oriented fund/ unit of UTI

Cost of Acquisition of certain assets: At a Glance [Section 55(2)]

Nature of capital asset
Goodwill of a business, trademark, brand name associated with a business,
right to manufacture, produce or process any article or thing, right to carry on
any business or profession, tenancy rights, stage carriage permits or loom hours -
- Self-generated
- Acquired from previous owner

Cost of acquisition

Nil
Purchase price

2 |Bonus Shares
If bonus shares are allotted before 1.4.2001 FMV on 1.4.2001
If bonus shares are allotted on or after 1.4.2001 Nil
3 Rights Shares
Original shares (which form the basis of entitlement of rights shares) Amount actually paid for acquiring the original
shares
Rights shares subscribed for by the assessee Amount actually paid for acquiring the rights
shares
Rights entitlement (which is renounced by the assessee in favour of a person) Nil
Rights shares which are purchased by the person in whose favour the assessee has|Purchase price paid to the renouncer of rights
renounced the rights entitlement entitlement as well as the amount paid to the
company which has allotted the rights shares.
4 |Long term capital assets being, Cost of acquisition shall be the higher of
- equity shares in a company on which STT is paid both at the time of purchase|(i) cost of acquisition of such asset; and
and transfer or (ii) lower of
- unit of equity oriented fund on which STT is paid at the time of transfer, - the fair market value of such asset on
acquired before 1st February, 2018 31.01.2018; and
- the full value of consideration received or
accruing as a result of the transfer of the
capital asset.
5 |Any other capital asset

Where such capital asset became the property of the assessee before 1.4.2001

COA of the asset to the assessee, or FMV as on
1.4.2001, at the option of the assessee

Where such capital asset became the property of the assessee by any mode
specified in section 49(1), namely, by way of distribution of assets on total or partial
partition of HUF, under a gift or will, by succession, inheritance, distribution of]|
assets on liquidation of a company, etc.

Where the capital asset became the property of the previous owner before 1.4.2001

Cost to the previous owner. Where such cost
cannot be ascertained, FMV on the date on
which the capital asset became the property of
the previous owner.

Cost to the previous owner or FMV as on
1.4.2001, at the option of the assessee

Table 4.4.5

Cost of Improvement of certain assets: At a Glance [Section 55(1)]

SI1. No. Nature of capital asset Cost of improvement
1

Goodwill of a business right to manufacture, |Nil
produce or process any article or thing, right to

carry on any business or profession

In relation to any other capital asset

- by the previous owner

All capital expenditure incurred in making additions or alternation to the
capital asset on or after 1.4.2001 —
- by the assessee after it became his property; and

property by modes specified in section 49(1)]

[in a case where the assessee acquired the
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Fig 4.4.6

a

If advance Advance Tax liability
was received forfeited to be is attracted
Tax treatment and forfeited taxed under in the year of
of advance on or after 56(2)(ix) as forfeiture of
money 1-4-2014 Income from advance
fofrf;ited (;n other sources
ailure o -
negotiations
for transfer of
a capital asset

Sections 51 .

& 5a3)om
was received - postponed to the
and forfeited deter e Cost year of actual

before of acquisition fpr transfer of capital
\ \ J 1-4-2014 computing capital —

gains

Table 4.4.7
Exemption of Capital Gains [Sections 54 to 54F]

S. No. Particulars Section 54 Section 54B Section 54D Section 54EC  Section 54EE Section 54F

1 |Eligible Assessee |Individual / HUF |Individual / HUF |Any assessee Any assessee Any assessee Individual / HUF

2 |Asset transferred |Residential House |Urban Land & building LTCA, being Any LTCA Any LTCA other
(LTCA) Agricultural Land |forming part of an Land or building than Residential

industrial undertaking |or both House.

3 |Other Conditions |Income from such |Land has - L & B have been - - Assessee should not
house should be |been used for used for business of own more than one
chargeable under |agricultural undertaking for at least residential house on
the head “Income |purposes by 2 years immediately the date of transfer.
from house assessee or preceding the date of He should not
property” his parents or transfer. purchase within 2

HUF for 2 years |- The transfer should be years or construct

immediately by way of compulsory within 3 years after

preceding date of |acquisition of the the date of transfer,

transfer industrial undertaking another residential
house

4 |Qualifying asset |One Residential |Land for Land or Building or Bonds of NHAI |Unit issued One Residential
i.e., asset in which [House situated in |being used for right in land or building|or RECL or before the House situated in
capital gains has |India agricultural any other bond  |1.4.2019 of India
to be invested purposes notified by Specified Fund

Central Govt notified by
(Redeemable Central Govt
after 5 years)

5 |Time limit Purchase within  |Purchase within a |Purchase/ construct Purchase within |Purchase within |Purchase within
for purchase/ 1 year before or  |period of 2 years |within 3 years after a period of 6 a period of 6 1 year before or 2
construction 2 years after the |after the date of  |the date of transfer, months after the |months after years after the date

date of transfer  |transfer for shifting or re- date of transfer  |the date of such |of transfer or

(or) establishing the existing transfer Construct within 3
construct within undertaking or setting years after the date
3 years after the up a new industrial of transfer

date of transfer undertaking.

6 |Amount of Cost of new Cost of new Cost of new asset or Lower of CG Lower of CG or |Cost of new

Exemption Residential House |Agricultural Land |CG, whichever is lower. |or amount amount invested | Residential
or CG, whichever |or CG, whichever invested in in notified units |House > Net sale
is lower, is exempt |is lower, is specified bonds. |of specified consideration of
exempt Maximum fund. Maximum |original asset, entire
permissible permissible CG is exempt.

investment out
of CG arising in
any FY is

T 50 lakhs,
whether such
investment is
made in the
current FY or
next FY or both

investment in
such units out
of CG arising in
any FY isT 50
lakhs, whether
such investment
is made in the
current FY or
subsequent FY.
or both

Cost of new
Residential

House < Net sale
consideration of
original asset,
proportionate CG is
exempt.
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| INCOME TAX LAW

UNIT 5: INCOME FROM OTHER SOURCES
Computation of income under the head “Income from Other Sources”

Particulars Amt
(i) | Dividend Income [Refer fig 4.5.3] XXX
(if) | Casual Income (winnings from lotteries, crossword puzzles, races including horse races, card games and other games, | xxx
gambling, betting etc.)
(iii) | Consideration received for issue of shares from any person, being a resident, in excess of FMV of shares of a closely held | xxx
company, where such shares are issued at a premium [Section 56(2)(viib)]
(iv) | Interest received on compensation/ enhanced compensation deemed to be income in the year of receipt [Section 56(2)(viii)] | xxx
(v) | Advance forfeited due to failure of negotiations for transfer of a capital asset [Section 56(2)(ix)] XXX
(vi) | Sum of money or property received by any person [Section 56(2)(x)] [Refer Table 4.5.4] XXX
(vii) | Compensation or other payment, due to or received by any person, in connection with termination of his employment or the | xxx
modification of the terms and conditions relating thereto [Section 56(2)(xi)]
(viii) | The following income, if not chargeable under the head “Profits and gains of business or profession”
(a) Any sum received by an employer from his employees as contributions to any PF, superannuation fund or XXX
any other fund for the welfare of the employees
(b) Interest on securities XXX
(c) Income from letting out on hire of machinery, plant or furniture XXX
(d) Where letting out of buildings is inseparable from the letting out of machinery, plant or furniture, the XXX
income from such letting
(e) Any sum received under a Keyman insurance policy including bonus on such policy (if not chargeable to tax XXX XXX
under the head “Salaries” also)
(ix) | Any income chargeable to tax under the Act, but not falling under any other head of income XXX
(x) | Deemed income u/s 59 — Remission or cessation of a trading liability or receipt of any amount in respect of loss or expenditure | xxx
allowed as deduction in an earlier PY
XXX
Less: Deductions allowable [Section 57]
(a) | In case of dividends (other than dividends u/s 115-0) or interest on securities XXX
- Any reasonable sum paid by way of commission or remuneration to a banker or any other person
(b) | Income consists of recovery from employees as contribution to any PF, superannuation fund etc. XXX
- Amount of contribution remitted before the due date under the respective Acts, in accordance with the
provisions of section 36(1)(va)
(c) | Income from letting on hire of machinery, plant and furniture, with or without building XXX
- current repairs to the machinery, plant, furniture or building
- insurance premium
- depreciation/unabsorbed depreciation
(d) | Family Pension — 33 1/3% of such income or ¥ 15,000, whichever is less XXX
(e) | Interest on comp tion/enhanced compensation received — 50% of such interest XXX
(f) | Any other expenditure not in the nature of capital expenditure incurred wholly and exclusively for earning such income XXX XXX
Income from Other Sources taxable at the rates given in Table 4.5.2 XXX

Table 4.5.1

Deductions not allowable [Section 58]

Any personal expense of the assessee.

Any interest chargeable to tax under the Act, which is payable outside India on which tax has not been paid or deducted at source.

Any payment chargeable to tax under the head “Salaries’, if it is payable outside India unless tax has been paid thereon or deducted at source

therefrom.

30% of sum payable to a resident on which tax is deductible at source, if such tax has not been deducted or after deduction has not been paid

on or before the due date of filing return u/s 139(1).

Any expenditure in respect of which a payment is made to a related person, to the extent the same is considered excessive or unreasonable

by the AO, having regard to the FMV.

Any expenditure in respect of which a payment or aggregate payments exceeding ¥ 10,000 is made to a person in a day otherwise than by

account payee cheque/bank draft or ECS through bank account.

Table 4.5.2
Tax on Income from Other Sources

115BB | Winnings from lottery or | @30% of such winnings (further increased by surcharge, if applicable, and health and education

crossword puzzle or race | cess@4%)
including horse race or |« No expenditure or allowance can be allowed from such income.
card game or other game | « Deduction under Chapter VI-A is not allowable from such income.
of any sort or gambling | « Adjustment of unexhausted basic exemption limit is also not permitted against such income.
or betting of any form or | «  Set-off of losses is not permissible against such income.
nature

115BBDA | Aggregate Dividend | @10% of dividend in excess of ¥ 10 lakhs (further increased by surcharge, if applicable, and

received by a specified
assessee, resident in India,
in excess of ¥ 10 lakhs

health and education cess@4%)
+ No deduction is allowable in respect of any expenditure or allowance against such income.
» _ Set-off of losses is not permissible against such income.

“Specified assessee” — a person other than domestic company, a fundy/ institution/ trust/ university/other educational institution/ hospital/

other med

ical institution or a charitable

or religious trust or institution

115BBE

Unexplained cash credits/
investments/ money,
bullion, jewellery etc./
expenditure, etc. [referred
to in section 68 and
sections 69 to 69D]

@60% of such income plus surcharge @25% of tax (Effective rate of tax is 78%, including health
and education cess@4%)

+ No deduction is allowable in respect of any expenditure or allowance against such income.
»  Set-off of losses is not permissible against such income.

Note: Other Income taxable under this head would be subject to tax at normal rates of tax
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Fig. 4.5.3

Chargeability of dividend in the hands of the shareholder S

Dividend
[

Is it received from a Doemstic Company?
|

Yes No

In case of actual dividend In case of deemed dividend

Deemed
dividend u/s
2(22)(a) to (d)

Does the aggregate

Deemed
dividend exceed ¥ 10 Dividend u/s

lakhs during the PY.?

2(22)(e)

Yes

% 10 lakhs exempt
u/s 10(34)

Fully exempt u/s
10 (34)
Remaining amount Fully exempt
taxable@10% u/s u/s 10(34)

115BBDA

Fully Taxable

Table 4.5.4
Scheme of taxability of Gifts [Section 56(2)(x)]

Nature of asset Taxable value

1 | Money The whole amount, if the aggregate value exceeds
%50,000.
2 | Movable property (i) | Received without consideration:

The aggregate fiar market value of the
property, if it exceeds % 50,000.

Received for inadequate consideration:
The difference between the aggregate FMV
and the consideration, if such difference
exceeds ¥ 50,000.

(i)

Received without consideration:
The stamp value of the property, if it exceeds

3 |Immovable property
[Refer Fig 4.5.5]

3 50,000.
(ii) | Received for inadequate consideration:
The difference between stamp duty

value and the consideration, if such
difference is more than the higher of
% 50,000 and 5% of consideration.

Fig

4.5.5

Tax/TDS implications on transfer of inmovable property for inadequate consideration

l Tax/TDS implications on transfer of immovable property for inadequate consideration i

Y

[/

l In the hands of the seller I | In the hands of the buyerl
| I
Y \]
| If L & B are held as stock-in-trade I | If L & B are held as Capital Asset ] Is the date of agreement different
from the date of registration?
X X X X Yes | No
| Section 43CA will apply I | Section 50C will apply l \7 A
[ | Is whole or part of the SDV on the date of
v v consideration paid by way of N registration would
A/c payee Cheque/ Bank Draft/ © 3! be considered
SDV on the date Is date of agreement ECS om o heiome ifhe dhie of
of registration different from the date of agreement?
may be taken as registration?
the full value of Yes v
consideration, if SDV No Yes v i
exceeds 105% of the < v ; Difference between
actual consideration SDV on the date o stamp duty value and
Is whole or part of the agreement may be actual consideration
A No consideration received by considered taxablfe u/s 56(2)(x), if
way of A/c payee cheque/ such dlfferen.ce is more
Bank Draft or ECS through than the higher of
Bank A/c on or before the - 50,000 and 5% of
date of agreement? g consideration
* Yes
\/
SDV on the date of Is the consideration for transfer of
agreement may be
il s e (el welkoe ff L & B less than ¥ 50 lakhs?
consideration, if such SDV Yes | N
exceeds 105% of actual o
consideration + +

Tax @1% is deductible at the time of credit
or payment, whichever is earlier u/s 194-IA

No Tax is to be
deducted

L & B — Land and Building
other than agricultural land
SDV - Stamp Duty Value
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INCOME TAX LAW |
CHAPTER 6: SET OFF AND CARRY FORWARD & SET OFF OF LOSSES

Inter-source and Inter-head set-off of losses [Sections 70 & 71]
Section Provision Exceptions
70 Inter-source set-off of losses under the same head of income | (i) |Loss from speculation business can be set off only

against profits from another speculation business.
Any loss in respect of one source shall be set off against income | (jj) | Loss from specified business u/s 35AD can be set off

from any other source under the same head of income. For only against profits from any other specified business.
example, (iii) |Long term capital loss (LTCL) can be set off only
- loss from textile business can be set off against profit from against LTCG.
printing business. (iv) |Loss from the activity of owning and maintaining
- loss from one house property can be set off against income race horses can be set off only against income from the
from another house property. activity of owning and maintaining race horses.
- short-term capital loss (STCL) can be set off against both
STCG and LTCG.
71 Inter head adjustment (i) | Loss under the head “PGBP” cannot be set off against

income under the head “Salaries”,

Loss under one head of income can be set-off against income (

. ii) | Loss under the head “Capital gains” cannot be set off
assessable under any other head of income.

against income under any other head.

For example, business loss can be set-off against income from (iii) |Speculation loss, losses from specified business
house property. u/s 35AD and loss from the activity of owning and
maintaining race horses cannot be set off against

income under any other head.

(iv) |Loss from house property can be set off against
income under any other head only to the extent of
¥ 2 lakhs. The remaining loss can be c/f for set off against

income from house property of the succeeding year(s).

Losses which cannot be set off or carried forward

(i) Loss from gambling, betting, card games etc.

(ii) Loss from an exempt source [i.e., share of loss of partnership firm cannot be set off against any other income]

Maximum period of carry forward of losses & Manner of set off of brought forward losses
Section Nature of loss to be carried forward Income against which the brought Maximum period [from the end of
forward loss can be set off the relevant A.Y.] for c/f of losses
32(2) | Unabsorbed depreciation Income under any head other than salaries | Indefinite period
71B Unabsorbed loss from house property Income from house property 8 AYs
72 Unabsorbed business loss PGBP 8 AYs
73 Loss from speculation business Income from any speculation business 4 AYs
73A Loss from specified business u/s 35AD Profit from any specified business Indefinite period
LTCL LTCG 8 AYs
" STCL STCG/LTCG 8 AYs
74A | Loss from the activity of owning and | Income from the activity of owning and | 4 AYs
maintaining race horses maintaining race horses.
1. Current year depreciation / Current year capital expenditure on scientific research and current year expenditure on family
planning, to the extent allowed.
2. Brought forward loss from business/profession [Section 72(1)]
3. Unabsorbed depreciation [Section 32(2)]
4. Unabsorbed capital expenditure on scientific research [Section 35(4)]
5. Unabsorbed expenditure on family planning [Section 36(1)(ix)]
Note - As per section 80, filing of loss return under section 139(3) within the due date specified under section 139(1) is mandatory for carry
forward of the above losses except loss from house property and unabsorbed depreciation.

m April 2019 H The Chartered Accountant Student



| INCOME TAX LAW

CHAPTER 7: DEDUCTIONS FROM GROSS TOTAL INCOME

Deductions in respect of certain payments

Section | Eligible Assessee Eligible Payments Permissible Deduction
80C Individual or HUF | Contribution to PPF, Payment of LIC premium, etc. | ~
Sums paid or deposited in the PY by way of
- Life insurance premium
- Contribution to PPF/ SPF/ RPF and approved
superannuation fund Sum paid or deposited, subject to a
- Repayment of housing loan taken from Govt., maximum of ¥1,50,000
bank, LIC, specified employer etc.
- Tuition fees to any Indian university, college,
school for full-time education of any two children Section 80CCE
- Term deposit for a fixed period of not less than 5 Maximum permissible dedn. u/s
years with scheduled bank .
- Subscription to notified bonds of NABARD 80C, SOCCCF& 80CCD(1) is
- Five year post office time deposit ¥1,50,000.
- Senior Citizen’s Savings Scheme Account etc.
80CCC | Individual Contribution to certain pension funds Amount paid or deposited, subject to a
Any amount paid or deposited to keep in force a maximum of ¥ 1,50,000
contract for any annuity plan of LIC of India or any
other insurer for receiving pension from the fund.
80CCD | Individuals Contribution to Pension Scheme of Central Govt. Employee’s Contribution/ Individual’
employed by the | An individual employed by the Central Govt. on or Contribution
Central Govt. after 1.1.2004 or any other employer or any other In case of a salaried individual, dedn.
or any other assessee, being an individual, who has paid or of own contribution u/s 80CCD(1) is
employer; Any deposited any amount in his account under a notified restricted to 10% of his salary.
other individual pension scheme [National Pension Scheme & Atal In any other case, dedn. u/s 80CCD(1)
assessee. Pension Yojana] is restricted to 20% of GTL.
Further, additional deduction of upto
¥ 50,000 is available u/s 80CCD(1B).
Employer’s Contribution
The entire employer’s contribution would be
included in the salary of the employee.
The dedn. of employer’s contribution u/s
80CCD(2) would be restricted to 10% of salary.
However, the limit ¥ 1.50 lakh u/s 80CCE
does not apply to dedn. u/s 80CCD(2) and
80CCD(1B).
80D | Individual and | Medical Insurance Premium
HUF (1) Any premium paid, otherwise than by way of |-

@)

®3)

Notes:

)

(ii)

cash, to keep in force an insurance on the health
of —

in case of an
individual

in case of HUF

self, spouse and dependent
children
Any member of HUF

In case of an individual, contribution, otherwise
than by way of cash, to CGHS or any other scheme
as notified by Central Govt.

Any premium paid, otherwise than by way of
cash, to keep in force an insurance on the health
of parents, whether or not dependent on the
individual.

j

Any amount paid, otherwise than by way of cash,
on account of medical expenditure incurred on the
health of the assessee or his family member or his
parent, who is a senior citizen and no amount has
been paid to effect or to keep in force an insurance
on the health of such person.

Payment, including cash payment, for preventive
health check up of himself, spouse, dependent
children and parents.

;

Premium paid and/ or amount
contributed to CGHS subject to a cap of
¥ 25,000 (X 50,000, in case the person
insured is a senior citizen)

Premium paid subject to a cap of 25,000
(X 50,000 in case either or both of the
parents are senior citizen(s))

Amount paid subject to a cap of T 50,000
(in case one parent is a senior citizen, in
respect of whom insurance premium is
paid, and the other is a senior citizen on
whom medical expenditure is incurred, the
total deduction cannot exceed T 50,000)

Amount paid subject to a cap of T 5,000, in
aggregate (subject to the overall individual
limits of ¥ 25,000/ T 50,000, as the case
may be)

Notes: (1) Senior citizen is an individual resident in India who is of the age of 60 years or more at any time during the relevant PY.

(2) Where the insurance premium for health insurance is paid in lump sum, deduction allowable u/s 80D for each of the relevant PY
would be equal to the appropriate fraction of such lump sum payment (i.e. lumpsum premium divided by total no. of PYs for which the
insurance would be in force).
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INCOME TAX LAW |

80DD | ResidentIndividual | Maintenance including medical treatment of a
or HUF dependant disabled
Any amount incurred for the medical treatment
(including nursing), training and rehabilitation of a
dependent disabled
and / or
Any amount paid or deposited under the scheme
framed in this behalf by the LIC or any other insurer
or Administrator or Specified Company and approved
by Board.
Meaning of Dependant
In case of Dependant Flat deduction of ¥ 75,000.
1) (2)
An individual | Spouse, children, parents, brothers, In case of severe disability (i.e. person with
sisters 80% or more disability) the flat deduction
£ Any member shall be Z 1,25,000.
Persons mentioned in column (2) should be wholly
or mainly dependant on the person mentioned
in corresponding column (1) for support and
maintenance. Such persons should not have claimed
dedn. u/s 80U in computing TI of that year.
80DDB | Resident Individual | Deduction for medical treatment of specified | Actyal sum paid or ¥ 40,000 (T 1,00,000,
or HUF diseases or ailments if the payment is for medical treatment of a
Amount paid for specified diseases or ailment senior citizen), whichever is less,
minus
Assessee Amount spent the amount received from the insurance
An e company or reimbursed by the employer.
individual being spouse, children, parents,
brothers or sisters wholly or mainly
dependant on the individual for
support and maintenance
A HUF For any member
80E | Individual Interest on loan taken for higher education The dedn. is available for interest payment
Interest on loan taken from any financial institution or | I the initial A.Y. (year of commencement of
approved charitable institution. interest _paymer}t)‘a'nd seven AYs immediately
i . Lo X succeeding the initial A.Y.
Such loan is taken for pursuing his higher education
or higher education of his or her relative i.e., spouse or (or)
children of the individual or the student for whom the | until the interest is paid in full by the assessee,
individual is the legal guardian. whichever is earlier.
80EE | Individuals Deduction for interest on loan borrowed from | Dedn. of upto T 50,000 would be allowed
any financial institution (bank/housing finance| in respect of interest on loan taken from a
company) for acquisition of residential house| financial institution.
Flmpert)t,h ty is self ied. the ded 1 Conditions:

n case the property is self-occupied, the dedn. woul . .
be over and Iei’bof)/e the dedn. of ¥ IZ) lakhs u/s 24; In case @ I}\(f) 381 6slllguld be sanctioned during
the property is let-out, entire interest can be claimed 9 L‘ : '. d <% 35 lakh
as dedn. u/s 24 while computing income from house (2) Loan sanctioned < axhs
property. (3) Value of house < ¥ 50 lakhs

(4) The assessee should not own any
However, dedn. u/s 80EE can be claimed during the residential house on the date of sanction
pre-construction period, when dedn. u/s 24 is not of loan.
permissible. Such interest on which dedn. u/s 80EE has
been claimed cannot be included in pre-construction
interest for dedn. u/s 24 later on in instalments).
80G | All assessees Donations to certain funds, charitable institutions etc.
There are four categories of deductions —
Category Donee
(I) |100% deduction of amount donated, |Prime Minister’s National Relief Fund, National Children’s
without any qualifying limit. Fund, Swachh Bharat Kosh, National Defence Fund etc.
(II) |50% deduction of amount donated, |Prime Minister’s Drought Relief Fund, Jawaharlal Nehru
without any qualifying limit. Memorial Fund, Indira Gandhi Memorial Trust, Rajiv
Gandhi Foundation.
(III) |100% deduction of amount donated,|Govt. or local authority, institution for promotion of family
subject to qualifying limit. planning etc.
(IV) |50% deduction of amount donated, |Govt. or any local authority to be used for charitable
subject to qualifying limit. purpose, other than promotion of family planning, notified
temple, church, gurudwara, mosque etc.
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80G | All assessees Calculation of Qualifying limit for Category III & IV donations:
Step 1: Compute adjusted total income, i.e., the GTI as reduced by the following:
1. | Deductions under Chapter VI-A, except u/s 80G
2. | Short term capital gains taxable u/s 111A
3. | Long term capital gains taxable u/s 112 & 112A
Step 2: Calculate 10% of adjusted total income.
Step 3: Calculate the actual donation, which is subject to qualifying limit [Total of Category III and IV
donations, shown in the table above]
Step 4: Lower of Step 2 or Step 3 is the maximum permissible dedn.
Step 5: The said dedn. is adjusted first against donations qualifying for 100% dedn. (i.e., Category III
donations). Thereafter, 50% of balance qualifies for dedn. u/s 80G.
Note - No deduction shall be allowed for donation paid in cash in excess of I 2,000 and donation in kind.
80GG |Individual not in|Rent paid for residential accommodation Least of the following is allowable as deduction:
receipt of house (1) 25% of total income;
rent allowance (2) Rent paid — 10% of total income
(3) ¥ 5,000 p.m.
No dedn. if any residential accommodation is
owned by the assessee/his spouse/minor child/
HUF at the place where he ordinarily resides or
performs the duties of his office or employment
or carries on his business or profession.
80GGB | Indian company Contributions to political parties Actual contribution
Any sum contributed by it to a registered political | (otherwise than by way of cash)
party or an electoral trust.
80GGC | Any person, other | Contributions to political parties Actual contribution
than local authority | Amount contributed to a registered political party or | (otherwise than by way of cash)
and an artificial | an electoral trust.
juridical ~ person
funded by the Govt.
Deductions in respect of Certain Incomes
Section | Eligible Assessee Eligible Income Permissible Deduction
80JJAA | An assessee to Deduction in respect of employment of new |30% of additional employee cost incurred in
whom section employees the previous year.
44AB applies, Dedn. is allowable for 3 AYs including A.Y.
whose GTI relevant to the previous year in which such
includes profits employment is provided.
and gains derived [Note - For meaning of additional employee
from business cost and other conditions for claim of deduction
under this section, refer study material]
80QQB | Resident Royalty income, etc., of authors of certain books | Income derived, in the exercise of profession
individual, being other than text books or T 3,00,000, whichever is less.
an author Consideration for assignment or grant of any of his | In respect of royalty or copyright fee received
interests in the copyright of any book, being a work | otherwise than by way of lumpsum, income
of literary, artistic or scientific nature or royalty or |to be restricted to 15% of value of books
copyright fee received as lumpsum or otherwise. sold during the relevant P.Y.
80RRB | Resident Royalty on patents Whole of such income or ¥ 3,00,000,
individual, being a | Royalty in respect of a patent registered on or after | whichever is less.
patentee 1.4.2003
Deductions in respect of Other Income
Section | Eligible Assessee Eligible Income Permissible Deduction
Individual or a|Interest on deposits in savings account Actual interest subject to a maximum of
80TTA | HUE, other than |Interest on deposits in a savings account with a bank/ | ¥ 10,000.
a resident senior |a co-operative society engaged in banking business
citizen or a post office (not being time deposits, which are
repayable on expiry of fixed periods)
SOTTB R.e‘sident ‘ senior | Interest on deposits with banking company, co- | Actual interest or ¥ 50,000, whichever is less.
citizen  (ie. an|operative society engaged in the business of banking
individual of the age | . 5 post office.

of 60 years or more
at any time during
the PY.)
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Other Deductions
Section | Eligible Assessee Condition for deduction Permissible Deduction
80U | Resident Individual | Deduction in case of a person with disability Flat dedn. of ¥ 75,000, in case of a person with
Any person, who is certified by the medical authority | disability.
to be a person with disability. Flat dedn. of ¥1,25,000, in case of a person
with severe disability (80% or more disability).

CHAPTER 8: COMPUTATION OF TOTAL INCOME AND TAX LIABILITY OF INDIVIDUALS

' Steps for computation of total income of an individual

Determine his residential status [ROR/RNOR/Non-resident]

( Classify his income under five heads

lari I f . . Income from
( Salaries [ ncome from house property [ PGBP ( Capital Gains ( other sources

Compute income under each head applying the charging & deeming provisions and providing for
permissible deductions/exemptions thereunder

Apply the clubbing provisions to include income of spouse, minor child etc.

Set-off current year losses and brought forward losses as per the provisions of the Act

Compute his Gross Total Income (GTT)

Less Deductions from GTI under Chapter VI-A

Total Income (TI)

Computation of tax payable by an individual

Step Manner of computation of tax payable

1 Tax on total income (TI)

[Compute tax on TI by applying —

« the special rates of tax on LTCG/STCG/Casual income/dividend > ¥ 10 lakh; and
« the slab rates of tax on the remaining TI, after adjusting the basic exemption limit]

2 Add:Surcharge on tax computed in step (1)
@10%, if his TI > ¥ 50 lakh but <% 1 crore;
@15%, if his TI > 1 crore
Less:Rebate u/s 87A from tax computed in step (1)
[tax payable or ¥ 2,500, whichever is less, if TI < ¥ 3,50,000]

3 Tax computed in step (1) plus surcharge computed in step (2), if applicable (or) minus rebate computed in step (2),
if applicable

Add:Health and education cess @4% on the amt computed in Step 3

Total tax payable [Amount computed in step 3 + Cess computed in Step 4]

Less:Tax dedcuted at source (TDS)/ Tax collected at source (TCS) /Advance tax paid

N O (O

Net tax payable/ refundable [Amount computed in step 5 - advance tax paid, TDS/TCS in Step 6]
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FINANCE UPDATES

SEBI Mulls ‘Regulatory Sand box’ for Al, Blockchain

To make best use of latest technologies, the Securities and Exchange
Board of India is considering a ‘regulatory sandbox’ approach to allow
greater but well-regulated use of new innovations such as blockchain
and artificial intelligence in the securities markets.

Regulators in major financial markets have established regulatory
‘sandbox’ or testing environment for furthering financial technology
and adoption. Officials said SEBI is of the view that innovation in
financial technologies like blockchain for settlement, artificial
intelligence including robo-advisory, e-wallets, security systems for
intermediaries and market infrastructure institutions, resolution of
complaints, outsourcing and development of new technology can be
better done through a 'sandbox' mechanism.

Source: https://economictimes.indiatimes.com/markets/
stocks/news/sebi-mulls-regulatory-sandbox-for-ai-blockchain/
articleshow/68211354.cms

Crowd Funding Platforms Rush to SEBI for
Alternative Investment Fund Tag

Top crowd funding platforms lined up to register themselves
as Alternative Investment Funds (AIFs) after the Securities and
Exchange Board of India (SEBI) pulled them up for not following
private placement norms.

SEBI has placed certain restrictions on the crowd funding
platforms which may impact the funding requirements of smaller
start-ups.For instance, as an AIF, these platforms will be able to pool
money only from those individuals who have a minimum liquid
networth of ¥ 2 crore. Further, the minimum size of investment has
to be¥ 1 crore.

Being a registered AIF, these crowd funding platform can
invest only in those companies which comes within the definition
of startups prescribed by the Department of Industrial Policy and
Promotion (DIPP). Further, only investors with prior experience in
providing funds to early stage startups can provide funds through
this platform.

Also, the compliance obligation has also gone up in such crowd
funding platform. They now have to file term sheets, pay various
registration costs etc.

The Companies Act, 2013 has provided if a company raises funds
from more than 200 people in a year, it will be considered a deemed
public offer. But even if the figure crosses 200, SEBI’s funding norms
are not generally followed by the crowdfunding platforms.

However, another view is that the intention of SEBI was not to
restrict the liberty of such new age platforms but only to enforce
accountability. The platforms were raising public money and
investing in unlisted companies. There is an inherit risk of fraud in
such transactions.

Source:https://economictimes.indiatimes.com/markets/stocks/news/
crowd-funding-platforms-rush-to-sebi-for-alternative-investment-
fund-tag/articleshow/68213207.cms

Marked to market profile to make liquid fund
returns look more real
SEBL in a circular issued on 1 March 2019, mandated that debt
instruments with more than 30 days to maturity will now have to be
valued on a “mark to market" basis.

Until now instruments with up to 60 days to maturity were
valued on amortization basis, where the difference between the
purchase and redemption prices on maturity of the instrument, or
the return from the fund, was amortized or spread over the tenor of
the instrument. For example, if an instrument is purchased at ¥ 98.5
and matures at ¥ 100 in 60 days, then the return the fund will earn
over the period is ¥ 1.50. This is amortized over 60 days with 2.5 paisa
being added to the value of the instrument each day.

So, why did SEBI feel this had to change? For one, this was just an
accounting value and not the realisable value of the instrument. If the
fund has to liquidate this instrument in the market, then the realised
value would likely be lower than the value at which the instrument

| NEWS UPDATES

is valued for the calculation of the NAV leading to a sharp cut in the
NAY, and consequently a fall in the returns from the fund.

Source:https://www.livemint.com/mutual-fund/mf-news/
marked-to-market-profile-to-make-liquid-fund-returns-look-more-
real-1551806215206.html

Higher derivative trading margin may stay till polls

On 17th December, 2018, SEBI increased the margins for derivative
trading which is 11% for Nifty futures and 9% for Nifty options
including upfront and exposure based margins.

Earlier, the margin was 3% of the contract value for index options
and futures and 5% for stock futures and options.

Therefore, representations have been received from the brokers
to reduce the enhanced margins. However, SEBI is of the view that
higher margins are an effective risk management tool. But, brokers
are of the view that increased margin may lead to control volumes
and open interest rather than managing risk.

Therefore, SEBI is reviewing increased margins but is not likely
to reduce it till the Lok Sabha elections are over.

Source:https://www.livemint.com/market/stock-market-news/
sebi-unlikely-to-reduce-derivative-trading-margins-until-
elections-2019-1552403797685.html

Borrowings cost for firms to go up on new SEBI rule

As per the recent circular by SEBI, Indian listed Companies rated
AA and above and an outstanding debt of more than ¥ 100 crore will
have to tap the bond market from April 1, 2019 for a quarter of their
incremental long term borrowing needs. However, firms are of the
view that it will increase their borrowing cost and it does not seem
to be practical also.

Authorized dealers can offer upto $1 mn forex derivative
contracts to users

As per the Reserve Bank of India’s draft circular on Hedging of
foreign exchange risk by Residents and Non-Residents, Authorized
Dealers (AD) can offer foreign exchange derivative contracts upto $1
million to retail or non-retails users. They can hedge their exposure
to exchange rate of Rupee against a foreign currency on account of
current and capital account transactions permissible under Foreign
Exchange Management Act, 1999.

Non-retail users include insurance companies, mutual funds,
pension funds and other collective investment schemes, entities
regulated by RBI, financial institutions etc.Non-retail users will also
include foreign banks, central banks, international and supranational
institutions and similar international organizations. Eligible products
in the case of non-retails users will be any derivative contract to be
priced and valued by the authorized dealer.

Eligible products in the case of retail users will be forwards,
purchase of call and put options (Only European options), purchase
of call and put spreads, swaps.

Source:https://www.thehindubusinessline.com/money-and-banking/
authorised-dealers-can-offer-up-to-1-mn-forex-derivative-contracts-
to-users/article26288882.ece

National Housing Bank proposes tighter norms
for HFCs; caps borrowing

The National Housing Bank (NHB) has proposed to raise the capital
adequacy ratio (CAR) for housing finance companies (HFCs) and cap
their borrowing to 12 times their net worth. These measures have
been taken after the debacle in ILFS highlights major issues in some
of the HFCs.

Presently, HFCs have to maintain a minimum CAR of 12%. This
will be increased to 13 % by March 31, 2020, to 14 % by March 31,
2021, and finally to 15 % by March 31, 2022.

Similarly, the borrowings which are currently limited to 16 times
their net worth are proposed to be reduced to 12 times their net worth.

Further, the NHB has proposed that the amount of public
deposits that the deposit-taking HFCs can take should be capped at
three times of their net worth.

Source:https://www.business-standard.com/article/companies/
national-housing-bank-proposes-tighter-norms-for-hfcs-caps-
borrowing-119030501126_1.html
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INDIRECT TAXES UPDATES
Companies can raise groduct weight in lieu of

price cut to pass on GST benefit
The law mandates that companies will have to cut prices on goods
if the GST is reduced for the products, in “spirit of the legislative
intent’; if companies resort to increase the volume of the products
as directed by Mr. B N Sharma, Chairman of the National Anti-
Profiteering Authority (NAA).

However, the grammage increase has to be proportionate to
the benefit arising out of the tax rate cut. Time factor also to be
considered— for example, if GST rate is reduced in January and
the company increases its grammage in April — this will not be
accepted; and it should not be clubbed with any ongoing business
promotions.

Besides, companies cannot claim to have passed the benefits of
GST to consumers by reducing prices of some products while the
prices of the other products from the same company remain the
same. The benefits should be extended to all the products.

Even companies that are incurring losses have to comply with
these norms and pass the benefit of GST rate cuts to the consumer.

Moreover, the benefit has to be passed on to the consumers at all
the SKU (Stock Keeping Unit) levels rather than a few limited pack
sizes. Same product can be available in different SKUs. For example,
a shampoo sachet and a 100 ml bottle of the same product from a
particular brand are two separate SKUs.

Source: BusinessToday.In  First Published: Fri, March 15 2019.

INFORMATION TECHNOLOGY UPDATES

Blockchain marches steadily into global financial

transaction networks

SWIFT, which stands for the Society for Worldwide Interbank
Financial Telecommunication, runs the world's largest payments
messaging network, recently announced their plans to test blockchain
as a method of allowing shareholders of financial services clients to
cast votes electronically.

The organization behind most of the world's cross-border
money and security transfers is deploying a blockchain Proof-Of-
Concept (PoC) for clients' shareholders to use in electronic voting.
SWIFT announced that it will jointly conduct the PoC in the Asia
Pacific region with securities software provider SLIB and the
Singapore Exchange (SGX), along with Deutsche Bank, DBS Bank,
HSBC Holdings and Standard Chartered Bank. SWIFT is among a
groundswell of financial services firms testing blockchain as a more
efficient and transparent way of conducting cross-border financial
transactions, unhampered by much of the regulatory oversight to
which current networks must adhere.

Blockchain distributed networks are a good way to move money
because each participant in the network has their own independent
copy of the electronic ledger and can verify the transactions are
moving properly. There is no central banking authority. SWIFT

provides a messaging network that allows banks and other financial
services to transmit information about monetary transactions in a
standardized and secure format. It is behind most cross-border
money and security transfers, serving 10,000 member institutions
who send about 24 million messages daily over the network.

Source: https://www.itworld.com/article/3359244/blockchain-
marches-steadily-into-global-financial-transaction-networks.html

End of the Line for Windows 7: Open Road for Hackers

Microsoft has been urging customers to upgrade from its Windows
7 operating system, while attempting to ease the transition with
several options for extended support. It will stop providing routine
fixes and security patches effective January 2020. Regular support for
Windows Server 2008 also is scheduled to end at that time.

Windows 7 was released in 2009 as a replacement for the
unpopular Windows Vista, as well as 2001's Windows XP. Windows
7 enterprise customers can subscribe to Extended Security
Updates (ESU) to receive security fixes for uncovered or reported
vulnerabilities in the Operating System. However, patches will be
issued only in cases of threats rated "Critical" or "Important” by
Microsoft.

Sources: https://www.technewsworld.com/story/End-of-the-Line-for-
Windows-7-Open-Road-for-Hackers-85885.html

CROSSWORD SOLUTION — MARCH 2019
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The Institute of Chartered Accountants of India

[Set up by an Act of Parliament]

Post Box No.7112, TICAI BHAWAN;, Indraprastha Marg
New Delhi — 110002

11* March, 2019

IMPORTANT ANNOUNCEMENT
POSTPONEMENT OF CHARTERED ACCOUNTANT EXAMINATIONS, MAY 2019

It is hereby notified for general information that in view of
Elections to the 17* Lok Sabha Parliamentary Constituencies
across the country, the Chartered Accountant Examinations
initially scheduled from 2" May 2019 to 17" May 2019 stand
rescheduled and the said examinations shall now be held from
27" May 2019 to 12 June, 2019 as per details given below.

DATES OF EXAMINATIONS:

1.0.0 STUDENTS EXAMINATIONS

1.1.1 FOUNDATION COURSE EXAMINATION - Under New
Scheme

4%, 7% 9th & 11% June 2019 ‘

1.1.2 INTERMEDIATE (IPC) COURSE EXAMINATION -
Under Old Scheme

28", 30" May & 1%, 3" June 2019
6%, 8 & 10 June 2019

Group-I:

Group-II:

1.1.3 INTERMEDIATE COURSE EXAMINATION - Under
New Scheme

Group-I:  28%, 30" May & 1%, 3" June 2019

6%, 8, 10" & 12 June 2019

Group-II:

1.1.4 FINAL COURSE EXAMINATION - Under Old Scheme
Group -I:  27%, 29, 31t May & 2" June 2019
Group -II: 4%, 7%, 9% & 11* June 2019

1.1.5 FINAL EXAMINATION - Under New Scheme
Group -I: 27%,29%, 31** May & 2™ June 2019
Group -IL: 4%, 7, 9th & 11" June 2019

1.1.0 MEMBERS’ EXAMINATION
INTERNATIONAL TAXATION -
(INTT — AT)

[ 4% & 7% June 2019 |

ASSESSMENT TEST

No examination is scheduled on 5" June 2019 (Wednesday)
on account of Id-ul-Fitr, being a Gazetted central government
holiday as per F. No. 12/2/2018-JCA-2 dated 11.07.2018 issued
by Ministry of Personnel, Public Grievance and Pensions,
Government of India.

However, it may be noted that there would be no change
in the examination schedule in the event of any day of the
examination schedule mentioned above, being declared a Public
Holiday by the Central Government or any State Government
/ Local Authority.

Further, the last date for submission of exam forms stands
amended as follows:

Last date for submission of exam forms without late fee:
16" March 2019

Last date for submission of exam forms with late fee:
234 March 2019

However, it is clarified that the other particulars /
details as announced vide Important Announcement dated
14" February 2019 hosted on www.icai.org shall remain
unchanged.

(B. Muralidharan)
Joint Secretary (Examinations)

- STRINGENT ACTION AGAINST ADOPTION OF UNFAIR MEANS

Cases of adoption/attempt to adopt unfair means are reported in respect of the examinations held every time. In respect of the

Examinations held in November, 2018, over 239 cases of infringement/ violation of Instructions to Examinees, which tantamount to

adoption of unfair means, were reported. The nature of infringement/ violation in these cases, inter alia, included the following.

(1) Writing/jotting on the question paper [other than Roll Number at the specified place].

(2) Writing in the answer book or additional book of, e.g. Roll Number [other than at the specified space]/ Registration Number,
Name, Mobile number, unwarranted Remarks, irrelevant notes etc.

(3) Possession of material inside the examination hall/room/washroom, e.g. writing/copying material / books / notes / writing on
desk/writing on writing pad/geometric box/admit card (relevant for the day of the examination or otherwise), mobile phone [in

switched off mode or otherwise], I Pod etc.

(4) Seeking sympathy/making appeal, e.g. parent or relative passed away, met with accident /was hospitalised/ award marks/minimum
required marks, inducement to examiner/writing irrelevant / unrelated remarks etc.
(5) Writing/making in the answer book or additional answer book distinguishing marks - e.g. religious symbols, prayers, Om, Swastika,

786, etc.

(6) Others, e.g. not handing over the answer book at the conclusion of the specified time, taking away the answer book, misbehaving
with the examination functionaries, use of different inks/highlighter, availing of the services of an ineligible person as a writer by

candidates with permanent disability.

The above cases were considered by the Examination Committee in accordance with the provisions of Regulation 41, read with
Regulation 176, of the Chartered Accountants Regulations, 1988. The decision taken by the Committee included cancellation of result

and debarment from appearing in the examination in future.

In view of the above, students are advised to download the Instructions to Examinees supplied along with the admit card, from the
website, read them carefully and familiarise themselves with the same to avoid falling within the ambit of unfair means leading to

avoidable difficulties.

Examination Department
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4 STUDENT ACTIVITY PORTAL

A Student Activity Portal has been developed by Board of Studies, ICAI to help its students to get them registered
from anywhere anytime for various students’ programmes being organised by Regional Councils and its Branches. The
students have to login at the Portal from time to time to get register for various Students events of their choice like,
Student Seminars like One Day Seminar/ Half Day Seminar, Student Conferences, Mock Tests, Workshop, Special

Counselling Programme, CA Students festival, Sports Competition etc.

To register, the students can login using their credentials and by paying the required registration fees online (through
Debit Card/Credit Card/ Net Banking) on student’s activity portal itself. After successful registration, the student will
be eligible to attend the selected event.

The students are advised to visit: kttps://bosactivities.icai.org/and login with the below mentioned details in order to

activate their account and register for the events from time to time.

User Name- Students Registration no. (i.e. WR00123456)
Password - Date of birth in DDMMYYYY format.

Director, Board of Studies

“= READING ROOM PORTAL

In continuation of the initiative taken by Board of Studies for its students to setup more and more Reading
Rooms/ Additional Reading Rooms/ Libraries in order to provide conducive reading atmosphere, an App named
Reading Room Portal has been developed.

The students are required to visit https://readingroom.icai.org/ and login with the below mentioned details in
order to activate their account and register for the upcoming events from time to time.

User Name - Students Registration no. (i.e. WR00123456)
Password - Date of birth in DDMMYYYY format.

READING ROOM PORTAL HAS FOLLOWING THREE INTERFACES

o Programme Organizing Units (POUs) — + Students
Regional Councils and Branches o Board of Studies

THE FEATURES OF THE PORTAL ARE:

o Availability of the seats information to be made <+ Flexible registrations by students for a day/ a

available on the Portal for all the Reading Rooms/ month.
Libraries/Additional Reading Rooms run under the ¢ Fees aslow as Rs. 20 per day.
jurisdiction of Branches/Regional Councils. ¢ 24*7 online services available.

o Will improve overall Student Services and help ¢ PaymentviaCreditcard/Debitcard/Netbanking/
the BOS and branches to manage the affairs at one Paytm Wallet to the selected centre directly by
place. the student.

» The interested students can Login and Register ¢ Confirmation of student seat within 24 hrs. of
anytime anywhere. registration by making Payment directly to the

o Securing seat by paying monthly fees in advance. selected centre.

Director, Board of Studies
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| ANNOUNCEMENT
4 ICAI E-PATHSHALA - LIVE VIRTUAL CLASSES i~

(UNDER THE REVISED SCHEME OF EDUCATION AND TRAINING APPLICABLE FROM 157 JULY, 2017)

Golden opportunity to enrol for Smart Live Virtual Classes

. [
(i Salient features | ~N
@ Expert faculty with rich experience @ Review your performance through integrated tests
@ Interactive — raise questions during live classes & Delivered on your computers and mobiles
@ Exam focused approach & Attend live lectures or view recorded lectures
k @ Separate question answer sessions & Economical Fees. )
L
(‘1 Schedule | N
INTERMEDIATE FINAL
Started from 6™ March, 2019. Classes will run for about six Starting from 3™ April, 2019. Classes will run for about
months. Students intending to appear in November 2019 or  one year Students intending to appear in May 2020 or
subsequent examinations are encouraged to register. subsequent examinations are encouraged to register.

At the time of Registration for Intermediate / Final

After Registration

Single Group Both Groups Single Group Both Groups

Intermediate 2,250 4,000 3,750 6,250

Final 2,500 4,750 4,500 7,500 j

Visit https://icai.org/boslvc for further information and registration.

Happy learning!
Director, Board of Studies

2. EXTENSION OF ATTEMPT FOR PRACTICAL TRAINING ASSESSMENT FOR STUDENTS
WHO HAVE COMPLETED THEIR FIRST/ SECOND YEAR OF TRAINING DURING

APRIL-JUNE, 2018

The students who have completed their 1%/ 2™ year of practical training during the second quarter of 2018, i.e.
April-June, 2018 were eligible to appear in the practical training assessment till March, 2019. The students who have
not registered for any of the tests conducted till date, will be given extension of one attempt and would be allowed to
register for 21** April, 2019 examination. For registration dates, announcement will be uploaded in April month itself.

Students may register for the test during the mentioned time period through the registration portal https://pttest.
icai.org/ by selecting their preferences for test location. Selecting a test location will not imply confirmation for
that location. Student may be assigned any location out of the two selected locations depending on the number of
candidates in that region for the test date. However, preference will be given to the selected location. For any issues/
queries related to registration, students may contact the Help Desk mentioned on the portal.

Kindly note that this is the last chance for the aforestated category of students, and no further extension will be
granted. Also, students who have completed their 1%/ 2™ year of practical training after June, 2018 are strictly advised
to appear in the stated examination within three subsequent quarters of completion of 1%t/ 2 year.

Director, Board of Studies

The Chartered Accountant Student | April 2019 E



RNI NO. 66180/1997

Registered: DL(C)-01/1280/2018-20, D. NO. MH/MR/TECH-47/3/2019 License To Post Without Prepayment,

WPP Licence No.: MR/TECH/WPP-247/DL(C)/2019 Posted at Mumbai Patrika Channel Sorting Office, Mumbai

Posting Date: Last three days of advance month & first 04 days of current month, Date of publication: 26th of previous month

CROSSWORD - APRIL

2019

32.
34.

35.

36.

37.

39.

40.

ACROSS

1. Arbitrators can be appointed in the
arbitration Tribunal in ---------- number.

4. A
lures investors and pays profits to earlier
investors by using funds obtained from more
recent investors

8. A statistical measure used in analysing
income inequality.

10. Export promotion scheme under Foreign
Trade Policy to promote export of services
from India by providing duty scrip credit for
eligible exports

12.  Central Bank of India

for enrolment as GST Practitioners

14. Roman Numeral of 1106

15. Beginning

16. in the bud.

18.  Employ again

21. The promoter is liable for any structural
defects etc. in the project / apartment for

————————————————— years.

24. Roman Numeral of 105

25. Sink

26. Threshold for applicability of SARFAESI Act
on NBFCs is --------------, crore.

27. Anger

28. A is the principal book or

computer file for recording and totalling

economic transactions measured in terms of }

a monetary unit of account by account type 7.

29. Atleast 75% of the entity’s mustbe : g,
included in reportable segments.

30. Theaters HE

31. A technique for collecting income tax in H
India, under the Indian Income Tax Actof ~ § 17,
1961 H

33.  An option contract giving the owner the H
right but not the obligation, to sell a specified : 13,
amount of an underlying asset at a set price  } 17,
within a specified time. HET)

35. tax is includible in the transaction
value {90

38. For example in Latin. :

40. Web service for reserving a name for a
new company / for change of name for any
existing company is called :

41. AnIndian Citizen who stays abroad for HEIR
employment/carrying on business or vocation : 22,
outside India. H

42.  Used to signify the years after Christ’s birth. } 93

43. Lasting, Perennial. :

45.  They lived happily after ! H

46. Refund of Govt. Grant is an YR
item. H

51. Banking Company is exempt from H
2016. P27,

scheme is a form of fraud which

{53
)
P57,
i 58,
P59

{60,
o6l

i 62,
13.  Body responsible for conducting examination :

DOWNWARD

L

U

Mechanical or Habitual Repetition of
something to be learned

One of main items of exports of India
especially after independence.

Enters.

Killer whale

When you wouldn't expect something to
happen.

, 2005 replaced the
erstwhile Freedom of information Act,
2002.

The Government of India proposed the
merger of Bank and Vijaya
Bank with the Bank of Baroda.

is used to signify time after noon.

is a collaborative project
to create a free editable map of the world.
Rather than the map itself, the data
generated by the project is considered its
primary output.
Refused
Roman Numeral of 504
Partner of either
is an autonomous
organisation of the Indian Government
which is responsible for collecting,
collating, validating, analysing,
disseminating and publishing housing and
building construction statistics
A person or thing that brings bad luck
crash: to go to a party when you
have not been invited.
tax is leviable under the GST
laws on goods imported in India
Trigonometric function that is equal to
the ratio of the side opposite in a given
angle
Dared.
Lima’s Country.
The Accounting standard adopted by the
USSEC
_ aUsS.-based, globally
active professional association and
standards developing organization for
engineering professionals in various
industries
winks.
formerly known as Interface
Migration & Education Services (IMES).
A payment made to a professional person
or to a professional or public body in
exchange for advice or services.
Assets and liabilities of non-integral
foreign operations should be converted at
exchange rate.
Lodge

and out.
Bator.
is used for various purposes and the
cars of this segment are known for their duty-ness,
durability, stability, looks, reliability, etc.
To calculate Net Investment for finance lease,
finance income is deducted from Gross
investment.
is a specified minimum fraction of
the total deposits of customers, which commercial
banks have to hold as reserves either in cash or as
deposits with the central bank.
The system used for controlling a country, city, or
group of people:
is an Act of the Parliament of India
which seeks to protect home-buyers as well as
help boost investments in the real estate industry
Tapism
An is a function of international trade
whereby goods produced in one country are
shipped to another country for future sale or trade.

. Having Eight

Roman Numeral of 99
Kitchen’s smell.

was not built in a day.

model : Keynesian model that shows
how the market for economic goods interact with
the loanable funds market.

Seaways does coastal shipping, and
agency service, and under international services,
break bulk, project cargo and containerized
business.

56. To Summate.

If undelivered, please return to: The
Institute of Chartered Accountants of
India, ICAI Bhawan, Indraprastha Marg,

New Delhi-110104




