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Economic growth momentum continues
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Decomposition of fiscal deficit shows increasing investment orientation
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Consistent increase in revenue receipts
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Consulting Group

Increase in gross tax revenue to GDP ratio
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Steady increase in tax revenues
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Prudent management of expenditure
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Increasing union government effective capex to GDP ratio
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Steadily rising private corporate capex
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Consulting Group

Indian rupee : one of the most stable currencies over Apr 23-Jun24
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Forex reserves sufficient to cover around 11 months imports
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KEY HIGHLIGHTS OF
IMPORTANT AMENDMENTS RELATING
TO RATES OF INCOME TAX

RATES OF TAXES

e New tax regime which was introduced by Finance act 2020 is default regime from
AY 2024-25 onwards.

e While the slabs of the new tax regime were more favourable, aligning with the
government's aim to transition to a new tax structure, they simultaneously
restricted taxpayers from claiming numerous exemptions, allowances, and
deductions.

e FPollowing major amendments have been proposed in the Finance Bill 2024:

New tax rates u/s 115BAC for New tax regime.

Increase in Standard Deduction u/s16(ia).

Increase in Deduction from family pension u/s 57(iia).

Reduction in tax rate for Foreign companies.

New tax rates for Long term capital gains and short-term capital gains.

0 0O 0 9 6 9

Holding period for defining a short-term capital asset has been
simplified. Now for all listed securities, the holding period is proposed
to be 12 months and for all other assets, it shall be 24 months.

o Withdrawal of Equalisation levy of 2% (w.e.f 01.08.2024).

Tax Rates under Section 115BAC

For Certain Individuals or HUF or AOP (other than Co-operative Societies) or BOI,
whether incorporated or not, or Artificial Juridical Person*

An Analysis of Union Budget-2024  §
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Rate of Tax Proposed tax rates for Current tax rates for A.Y.
AY. 2025-26 2024-25

Nil Up to Rs. 3,00,000 Up to Rs. 3,00,000

5% From Rs. 3,00,001 to Rs. From Rs. 3,00,001 to Rs.
7,00,000 6,00,000

10% From Rs. 7,00,001 to Rs. From Rs. 6,00,001 to Rs.
10,00,000 9,00,000

15% From Rs. 10,00,001 to Rs. From Rs. 9,00,001 to Rs.
12,00,000 12,00,000

20% From Rs. 12,00,001 to Rs. From Rs. 12,00,001 to Rs.
15,00,000 15,00,000

30% Exceeding Rs. 15,00,000 Exceeding Rs. 15,00,000

Above rates shall apply, unless an option is exercised as per provisions Section

115BAC(6).

Note: Total income shall be computed without allowing for any exemption or
deduction as provided u/s 115BAC(2)(i).
However, following deduction or exemption shall be allowable.

e Standard deduction as provided u/s 16(ia).

¢ Deduction of income in the nature of family pension u/s 57(iia).

e Deduction in respect of amount paid or deposited in Agniveer Corpus Fund

u/s 80CCH(2).

Increase in Standard Deduction and deduction from family pension for
taxpayers in tax regime u/s 115BAC(1A)

e It is proposed to increase the Standard deduction from Rs. 50,000 to Rs. 75,000
as per Section 16(ia).

e It is also proposed to increase the deduction in nature of family pension from
Rs. 15,000 to Rs. 25,000 as per section 57(iia).

o w.ef. 01.04.2025 (A.Y. 2025-26 onwards)

10
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Increase in Rate of Deduction from Employer’s Contribution
e Section 80CCD(2) deals with deduction contribution by Central government or

State government or employer towards employee’s account, shall be allowed
as a deduction which should not exceed -

o 14% (In case of contribution by Central Government or State
Government)

o 10% (In case of contribution by Employer)
of the employee’s salary in the previous year.

e Itis proposed that where contribution made by any other employer (other than
Central Government or State Government) shall be allowed as deduction not
exceeding 14% of the employee’s salary. This above change is proposed only
when such employee’s salary chargeable to tax u/s 115BAC(1A).w.e.f.
01.04.2025 (A.Y. 2025-26 onwards)

For Company, other than Domestic Company i.e. Foreign Company

e It is proposed to reduce tax rate for the foreign company from 40% to 35%, on
income other than income chargeable at special rates.

o w.e.f.01.04.2025 (A.Y. 2025-26 onwards)

e There is no charge in surcharge rate.

Surcharge @ 2 % (subject | When total income exceeds Rs. 1 crore but does not
to marginal relief) exceed Rs. 10 Crore.

Surcharge @ 5 % (subject | When total income exceeds Rs. 10 crores.

to marginal relief)

For Domestic Company: No Change

Rate of Tax Existing

25% of total income Total turnover/Gross Receipt in previous year
2021-22 was upto Rs. 400 crores.

30% of total income In all other cases.

Surcharge @ 7% (subject to | When total income exceeds Rs. 1 crore but does not
marginal relief) exceed Rs. 10 crores.
Surcharge @ 12 (subject to | When total income exceeds Rs. 10 crores.

An Analysis of Union Budget-2024 11
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marginal relief)

For Certain Domestic Company (Rates Under Special Cases): No change

Rate of Tax

Existing

22% of total income

Option u/s 115 BAA exercised.

15 of total income

Option u/s 115 BAB exercised.

Surcharge @ 10 % (subject
to marginal relief)

On the total tax liability u/s 115BAA or 115BAB.

No change in old tax regime for other assessee.

e For Individuals (Other than Senior Citizen and Super Senior Citizen) or HUF
or AOP or BOI, whether incorporated or not, or Artificial Juridical Person*: No

change

S. No. | Rate of Tax For A.Y. 2024-25
Nil Up to Rs. 2,50,000
5% From Rs. 2,50,001 to Rs. 5,00,000
20% From Rs. 5,00,001 to Rs. 10,00,000
30% Exceeding Rs. 10,00,000

1 Surcharge @ 10% | When total income (including the income by way of
(subject to | dividend or income u/s 111A, 112 and 112A)

marginal relief)

exceeds Rs. 50 Lakhs but not exceeds Rs. 1 crore.

Surcharge @ 15%
(subject
marginal relief)

to

When total income (including the income by way of
dividend or income u/s 111A, 112 and 112A)
exceeds Rs. 1 crore but does not exceed Rs. 2 crore.

Surcharge @ 25%
(subject
marginal relief) #

to

When total income (excluding the income by way of
dividend or income u/s 111A, 112 and 112A)
exceeds Rs. 2 crore but does not exceed Rs. 5 crore.

Surcharge @ 37%
(subject to

marginal relief) #

When total income (excluding the income by way of
dividend or income u/s 111A, 112 and 112A)
exceeds Rs. 5 crore.

# When total income (including the income by way of dividend or income u/s
111A, 112 and 112A) exceeds Rs. 2 crore, but is not covered under S. No 3 or 4
above, then the rate of surcharge is 15%.

12 Chir Amrit Corporate School
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#In case of AOP consisting only of companies as its members, then the rate of

surcharge shall not exceed 15%.

* If a person opts for old tax regime, the maximum surcharge rate of 37% is

applicable.

For Senior Citizens - being a resident in India (i.e., whose age is more than or
equal to 60 years but less than 80 years* (if Option u/s 115BAC(6) is exercised): No

change
S. | Rate of Tax For A.Y. 2024-25
No | Nil Up to Rs. 3,00,000
5% From Rs. 3,00,001 to Rs. 5,00,000
20% From Rs. 5,00,001 to Rs. 10,00,000
30% Exceeding Rs. 10,00,000
1 |Surcharge @ 10% | When total income (including the income by way of

(subject to marginal
relief)

dividend or income u/s 111A, 112 and 112A) exceeds
Rs. 50 Lakhs but does not exceed Rs. 1 crore.

Surcharge @ 15%
(subject to marginal
relief)

When total income (including the income by way of
dividend or income u/s 111A, 112 and 112A) exceeds
Rs. 1 crore but does not exceed Rs. 2 crore.

Surcharge @ 25%
(subject to marginal
relief) #

When total income (excluding the income by way of
dividend or income u/s 111A, 112 and 112A) exceeds
Rs. 2 crore but does not exceed Rs. 5 crore.

Surcharge @ 37%
(subject to marginal
relief) #

When total income (excluding the income by way of
dividend or income u/s 111A, 112 and 112A exceeds
Rs. 5 crore.

# When total income (including the income by way of dividend or income u/s 111A
and 112A) exceeds Rs. 2 crore, but is not covered under S. No 3 or 4 above, then the
rate of surcharge is 15%.

An Analysis of Union Budget-2024 13
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For Super Senior Citizens - being a resident in India (i.e.,, whose age is more than
or equal to 80 years (if Option u/s 115BAC(6) is exercised): No change

S.
No

Rate of Tax

For A.Y. 2024-25

Nil

Up to Rs. 5,00,000

20%

From Rs. 5,00,001 to Rs. 10,00,000

30%

Exceeding Rs. 10,00,000

Surcharge @ 10%
(subject to marginal
relief)

When total income (including the income by way of
dividend or income u/s 111A, 112 and 112A) exceeds
Rs. 50 Lakhs but not exceed Rs. 1 crore.

Surcharge @ 15%
(subject to marginal
relief)

When total income (including the income by way of
dividend or income u/s 111A, 112 and 112A) exceeds
Rs. 1 crore but does not exceed Rs. 2 crore.

Surcharge @ 25%
(subject to marginal
relief) #

When total income (excluding the income by way of
dividend or income u/s 111A, 112 and 112A) exceeds
Rs. 2 crore but does not exceed Rs. 5 crore.

Surcharge @ 37%
(subject to marginal
relief) #

When total income (excluding the income by way of
dividend or income u/s 111A, 112 and 112A exceed Rs.
5 crore.

# When total income (including the income by way of dividend or income u/s 111A
and 112A) exceeds Rs. 2 crore, but is not covered under S. No 3 or 4 above, then the
rate of surcharge is 15%.

For Co-operative Society: No change

2)perge

Rate of Tax Existing

10% Up to Rs. 10,000

20% From Rs. 10,001 to Rs. 20,000

30% Exceeding Rs. 20,000

Surcharge @ 7% (subject to | When total income exceeds Rs. 1 crore but does
marginal relief) not exceed Rs. 10 crore.

Surcharge @ 12% (subject to | When total income exceeds Rs. 10 crore.
marginal relief)

14 Chir Amrit Corporate School
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For Certain Co-operative Society (Rates Under Special Cases): No change

Rate of Tax Existing
22 % of total income Option u/s 115 BAD exercised.

Surcharge @ 10 % (subject | On the total tax liability u/s 115 BAD .
to marginal relief)

For Certain Co-operative Society (Rates under Special Case): No change

Rate of Tax Conditions
15 % of total income# e New manufacturing co-operative society is set up
on or after 01.04.2023.

¢ And Commences manufacturing or production
on or before 31.03.2024, and not avail any
specified incentive or deduction.

Surcharge @ 10 % (subject | On the total tax liability u/s 115 BAE.

to marginal relief)

# Where total income of the Assessee is neither been derived from nor is incidental
to manufacturing or production of an article or thing and in respect of which no
specific rate of tax has been provided separately such income shall be taxable at
22%.

For Firm and Local Authority: No change

Rate of Tax Existing
30% Whole of the total income.

Surcharge @ 12% (subject | When total income exceeds Rs. 1 crore.

to marginal relief)

Cess on Income Tax: No change

Particulars Existing
Health and Education | 4% of income tax including surcharge.
Cess#

#No Marginal Relief is available in respect of Health and Education Cess.

An Analysis of Union Budget-2024 15
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Proposed amendment on the incomes in the nature of capital gains, the rates shall
be as per the Table below :
S. |Income For transfers | For transfers
No. taking place | taking place after
before 234 day of | 23«4 day of July,
July, 2024 / Rate of | 2024 / Rate of Tax
Tax
1{ Long-term capital gains referred in | 10% The clause is not
Section 112(1)(c)(iii) applicable for
transfers on or
after 23rd
July,2024
2| Long-term capital gains referred in | 10% 12.5%
Section 112A exceeding one lakh
twenty-five thousand rupees
3| Long-term capital gains u/s 112. 20% 12.5%
4, Short-term capital u/s 111A. | 15% 20%

Amendment in deduction of tax at source on the incomes in the nature of capital
gains for non-residents, the rates shall be as per the Table below:

S.

No.

Income

For transfers
taking place
before 234 day of
July 2024 / Rate of
TDS

For transfers
taking place
after 23+ day of
July 2024 / Rate
of TDS

1} Long-term capital gains referred to | 10% 12.5%
in Section 115E
2| Long-term capital gains referred in | 10% The clause is not
Section 112(1)(c)(iii) applicable  for
transfers on or
after 23rd
July,2024
16 Chir Amrit Corporate School
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3{ Long-term capital gains referred in | 10% 12.5%
Section 112A exceeding one lakh
twenty-five thousand rupees

4| Long-term capital gains (not being | 20% 12.5%
long-term capital gains referred in
10(33) and 10(36).

5| Short-term capital referred in|15% 20%
Section 111A.

Abolishment of Equalisation Levy

Equalisation levy imposed under Chapter VIII of the Finance Act,2016 was
amended by Finance Act, 2020 for imposition of Equalisation levy @ 2% on the
amount of consideration received or receivable by an e-commerce operator from
e-commerce supply or services.

The levy is applicable on the consideration received or receivable by non-resident
E-commerce operator from E-commerce supply or services made or provided or
facilitated by it to (a) a person resident in India (b) users accessing services/goods
through Indian IP addresses (c) Online Advertisement services

Due to ambiguity in scope of levy and resulting compliance burden, it is
proposed that this equalisation levy shall not be applicable on consideration
received or receivable for e-commerce supply or services on or after 01.08.2024.

At the same time, Section 10(50) provides for exemption of any income arising
from e-commerce supply or services made or provided or facilitated as per
provisions above and chargeable to equalisation levy.

Consequently, as the equalisation levy is being made inapplicable, it is proposed
that income arising on or after 01.04.2020 but before 01.08.2024 only shall be
covered u/s 10(50).

w.e.f. 01.08.2024.
An Analysis of Union Budget-2024 17
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Reduction in TDS Rates

e To improve ease of doing business and better compliance by taxpayers, the TDS
rates are proposed to be reduced in various sections as follows:

Section Present Proposed | With
TDS rate TDS Rate | effect
from

Section 194D-Payment of insurance | 5% 2% 1.4.2025

commission (in case of person other
than company)

Section 194DA - Payment in respect of | 5% 2% 1.10.2024
life insurance policy

Section 194G -Commission etc on sale | 5% 2% 1.10.2024
of lottery tickets

Section 194H - Payment of 5% 2% 1.10.2024
commission or brokerage

Section 194-IB - Payment of rent by | 5% 2% 1.10.2024
certain individuals or HUF

Section 194M - Payment of 5% 2% 1.10.2024

certain sums by certain

individuals or Hindu undivided family
Section 194-O - Payment of 1% 0.1% 1.10.2024
certain sums by e-commerce operator to

e-commerce participant
Section 194F relating to payments on | Proposed to be omitted 1.10.2024
account of repurchase of units by
Mutual Fund or Unit Trust of India

TDS on Payments to Partners by Partnership Firm/LLP

e Currently, there is no provision for TDS on payments like salary, remuneration,
interest, bonus, or commission to partners by a partnership firm or LLP.

e Hence, it is proposed to insert a new TDS section, 194T, to bring any payments
made by a firm in nature of salary, remuneration, interest, bonus, or commission
to a partner, exceeding Rs. 20,000/ - in a FY under the purview of TDS.

18 Chir Amrit Corporate School



o

m

it

g, Gxperge

Applicable TDS rate will be 10%.

w.e.f. 01.04.2025 (A.Y. 2026-27 and onwards)

Widening of Scope of Collection of TCS on Notified
Luxury Goods u/s 206C(1F)

Presently section 206C(1F) of IT Act provides that every person, being a seller,
who receives any amount as consideration for sale of a motor vehicle of the value
exceeding Rs. 10,00,000/-, shall, at the time of receipt of such amount, collect
from the buyer, a sum equal to 1% of the sale consideration as income-tax.

With an aim to expand tracking of spending on luxury goods, it is proposed to
amend Section 206C(1F) of IT Act by insertion of another clause(ii) for “any other
goods, as may be specified by the Central Government by notification in the
Official Gazette” of value exceeding Rs. 10 lacs along with motor vehicle.

Applicabe rate of TCS @1% on goods.

w.e.f. 01.01.2025

Rationalization of Provision Relating to TDS and TCS
Section 276B-Exemption from Prosecution

Section 276B of IT Act provides that if a person fails to pay the tax deducted at
source by him to the credit of central Government, then he shall be punishable
with imprisonment for a term which shall not be less than 3 months extendable to
7 years with fine.

It is proposed that if the payment of tax deducted in respect of a quarter is made
to the credit of the central Government at any time on or before the time
prescribed for filing the statement of such quarter as per Section 200(3) of the IT
Act, no prosecution will be initiated.

w.e.f. 01.10.2024.

An Analysis of Union Budget-2024 19 CEE S
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Inclusion of Foreign Tax Deducted in Total Income

e Section 198 clarifies that tax deducted under chapter XVII-B “Collection and
Recovery of Tax” of IT Act shall be deemed to be income received for computing
the total income of an assessee.

e However, the department observed that assessees were not including tax
withheld outside India on foreign income rather were claiming foreign tax credit
of such foreign tax leading to double deduction on account of non-inclusion of
such taxes withheld and claiming credit of the same.

e Accordingly, to address the above issue, it has now been proposed to insert the
following bold highlighted words in Section 198 of the IT Act,.

“all sums deducted in accordance with the provisions of this Chapter and income tax
paid outside India by way of deduction, in respect of which an assessee is
allowed a credit against the tax payable under the Act shall, for the purpose of
computing the income of the assessee, be deemed to be income received.”

w.e.f. 01.04.2025 (A.Y. 2025-26 onwards)

Explicit exclusion of sums paid u/s 194] from definition of
term "Work” used u/s 194C

e Section 194C of the IT Act provides for TDS on payments to contractors @ 1% or
2% depending on the nature of assessee, whereas, Section 194] provides for TDS
on fees for professional or technical services wherein the applicable TDS @ 2% or
10% depending on the nature of payment.

e Explanation to section 194C(iv) defines the term ‘work’ to specify which all
activities would attract TDS u/s 194C. However, in this term ‘work’, there is no
explicit exclusion of transaction covered u/s 194] resulting in some deductors
deducting tax u/s 194C instead of section 194] of the IT Act.

e Accordingly, to avoid this confusion, the term ‘work” defined in Explanation to
section 194C(iv) has been proposed to be amended to specifically exclude any
sum referred to in Section 194] of the IT Act.

e w.e.f. 01.10.2024
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Amendment in section 194-IA for interpretation purposes

e Section 194IA(1) of IT Act provides for deduction of tax @ 1%in case of payment
of consideration for transfer of any immovable property.

e Further, sub section 2 provides that no deduction of tax shall be made where such
consideration for the transfer of an immovable property and the stamp duty
value of such property, are both less than Rs. 50 lacs.

e The limit of Rs. 50 lacs was interpreted for each individual buyer’s payment
rather than total consideration paid for immomable property. Hence, no TDS was
being deducted if payment by buyer was less than Rs. 50 lacs even if value or
Stamp Duty Value exceeded Rs. 50 lacs.

e To avoid such misinterpretation, it is proposed to insert provisio to section 194-
IA(2) of IT Act, providing that where there is more than one transferor or
transferee in respect of an immovable property, then such consideration shall be
the aggregate of the amounts paid or payable by all the transferees to the
transferor or all the transferors for transfer of such immovable property.

e w.e.f.01.10.2024

TDS on Floating Rate Savings (Taxable) Bonds (FRSB)
2020 u/s 193

e Section 193 of IT Act provides for deduction of tax at source on payment of any
income to a resident by way of interest on securities.

e It is proposed to amend the proviso to clause (iv) of section 193 so as to provide
that TDS should be deducted at the time of payment of interest, exceeding Rs.
10,000/ - on Floating Rate Savings Bonds (FRSB) 2020 (Taxable) and any security
of the Central Government or State Government, as the Central Government may,
by notification in the Official Gazette, specify in this behalf.

e w.e.f. 01.10.2024
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Notification of certain persons or class of
persons as exempt from TCS u/s 206C.

Section 206C of the Act provides for the collection of tax at source on business of
trading in alcoholic liquor, forest produce, scrap etc.

Entities whose income is exempt from taxation and are not required to furnish
returns of income, face difficulty as tax is being collected on transactions carried
out by them. Currently there is no provision in the Act for them to be exempted
from the TCS provisions.

It is therefore proposed to insert a new Section 206C(12) which provide that no
collection of tax shall be made or that collection of tax shall be made at such lower
rate in respect of specified transaction, from such person or class of persons,
including institution, association or body or class of institutions, associations or
bodies, as may be notified by the Central Government in the Official Gazette, in
this behalf.

w.e.f. 01.10.2024

Employers to Consider TCS and TDS on other income
to Calculate TDS u/s 192 for an Employee

Section 192(2B) of the Act imposes obligation on employers to consider
o income under any other head and
o tax, if any, deducted thereon
to be taken into account for the purposes of calculating TDS u/s 192(1),
subject to certain conditions.

TCS collected as well as TDS deducted under the provisions of Chapter XVII-B or
Chapter XVII-BB were not being considered by the employers resulting in less cash flow with
the employees and additional compliance burden on employees to claim the refund of same.

It is proposed to amend Section 192(2B) to factor in the above TCS as well as TDS
for the purpose of calculation of TDS to be deducted from salary based on information furnished
by employees.

w.e.f. 01.10.2024
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Setting up a time limit to file correction statement in
respect of TDS/ TCS statements

e Section 200(3) requires that a deductor after paying the tax deducted to the credit
of the Central Government, shall prepare statements detailing the TDS deducted
and furnish it within the prescribed time to the prescribed authority.

e The proviso to Section 200 states that a person may also deliver to the prescribed
authority a correction statement for rectification of any mistake or to add, delete
or update the information furnished in the statement delivered in such form, as
may be specified by the authority.

e 206C(3B) requires that the person collecting tax may also deliver to the prescribed
authority, a correction statement for rectification of any mistake or to add, delete,
or update the information furnished in the statement delivered in such form and
such manner, as may be specified by the authority.

e [t is proposed to amend Section 200 and Section 206C(3B) to provide that no
correction statement shall be delivered after the expiry of 6 years from the end of
the FY in which the statement referred to in Section 200(3) and statement referred
to in the proviso of Section 206C(3) are respectively delivered.

e w.e.f. 01.04.2025

Penalty for failure to furnish TDS/TCS statements.

e Section 271H of the Act provides for penalty for failure to file TDS or TCS returns or statements
within the due date.

e Section 271H(3) of the Act states that no penalty shall be levied if the person proves that after
paying TDS or TCS along with fees and interest to the credit of the Central Government, the
person has filed the TDS/TCS statement before the expiry of period of 1 year from the time
prescribed for furnishing such statement.

e Due to this relaxation provided to the deductor or collector, the deductees or collectees face
great inconvenience if the TDS or TCS statements by deductors or collectors are not furnished in
time leading to mismatch in TDS or TCS during processing of income tax returns and raising of
infructuous demands.

e Hence, it is proposed to amend Section 271H(3) of the IT Act to substitute “1 year” to “1 month”.

e w.e.f. 01.04.2025

An Analysis of Union Budget-2024 23



Z)‘Gxpe

Consultin

Delay in Deposition of TCS to Government

also be Liable to 1.5% Interest Per Month

Presently failure to collect TCS u/s 206C or after collecting failure to deposit the
same to the credit of Government attracts interest @ 1% u/s 206C(7).Such rates
are not in line with provisions of sub-section (1A) of section 201 pertaining to late
deduction / deposit of TDS.

A higher interest rate of 1.5% per month is applicable on TDS deducted but not
deposited to Government account as it deprives the deductee of due tax credit
and does not reach the Central Government in time.

Same difficulty is also faced by the collectee on TCS. However, the rate charged
on such delay is 1% per month.

To align both the interest rate under both the provisions, it is now proposed to
amend Section 206C(7) to charge interest @ 1.5% per month on delay in
deposition of TCS after collection.

w.e.f. 01.04.2025

Claim of Credit for TCS of Minor

in Hands of Parent

Section 206C of the Act provides for the collection of tax at source (TCS) on
business of trading in alcoholic liquor, forest produce, scrap etc. Unlike TDS
provisions, there is no provision in the Act for allowing credit of TCS to any other
person (eg. parent) other than the collectee. For example, funds remitted under
the Liberalized Remittance Scheme of RBI in the name of minor and accordingly
tax would have been collected under sub-section (1G) of section 206C. However,
there is no provision for the parent to claim the same in their tax return.

Accordingly, it is proposed to amend subsection (4) of section 206C to introduce a
provision in section 206C of the Act, where credit of tax collected are given to
person other than collectee subject the rules to be notified by Board.

However, to ensure that this provision is not misused, credit of TCS of the minor
shall only be allowed where the income of the minor is being clubbed with the
parent as under sub-section (1A) of section 64.

w.e.f. 01.01. 2025
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Section 201 & 206C-Reducing Time Limit for Orders
Deeming any Person to be Assessee in Default

e As per section 201(3) of IT Act, there is a time limit of 7 years for order made u/s
201(1) of the Act deeming a person to be an assessee in default for failure to
deduct the whole or any part of the tax where the payee is a person resident in
India. However, there is no time limit when there has been a failure to deduct the
whole or any part of the tax from a non-resident.

e In case of TCS,Section 206C (6A) provides the consequences when a person does
not collect the whole or any part of the tax or after collecting fails to pay the tax as
required by or under this Act, he shall be deemed to be assessee in default.

e It is proposed to amend section 201(3) and insert a new sub-section (7A) in
section 206C of the Act to provide that no order shall be made deeming any
person to be assessee in default for failureto deduct/collect the whole or any part
of the tax from any person, at any time after the expiry of 6 years from the end of
the financial year in which payment is made or credit is given or tax was
collectible or two years from the end of the financial year in which the
correctionstatement is delivered, whichever is later.

o w.e.f. 01.04.2025. (AY 2025-26)

Section 197 & 206C (9)-Extending the Scope for Lower
Deduction/Collection Certificate of Tax at Source

e Section 197 of the Act provides that payments on which tax is required to
bededucted under certain sections of Chapter XVII-B, are eligible for certificate
for

e deduction at lower rate. Further, section 206C(9) providesthat sums on which tax
is required to be collected u/s206C(1) or 206(1C), are eligible for collection of tax
at lower rate.

e Section194Q of the Act provides for TDS by a buyer for the purchase of any goods
of value exceeding Rs. 50,00,000/- @ 0.1% of the sum exceeding Rs. 50,00,000/-.

On the other hand, section 206C (1H) requires a seller to collect tax @ 0.1% of
consideration exceeding Rs. 50,00,000/ - against sale of any goods.
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e It is proposed to include section 194Q in the ambit of section 197 and to bring
section 206C(1H) in ambit of section 206C(9) so as to provide an option to seek a
lower deduction/ collection certificate.

e w.e.f. 01.10.2024.

Rationalisation and Simplification of
taxation of Capital Gains

Change in Holding Period

e Presently, the period of holding is determined as per section 2(42A) of IT Act.
Generally, an asset held for less than 36 months shall be deemed to be short term
capital asset. This period of 36 months is relaxed for certain cases.

e However, to rationalize the provisions, it is proposed to amend the said section to
reduce the period of holding from 36 months to 24 months.

e Further, it is proposed that there will be only two holding periods i.e. 12 months
and 24 months for determining whether capital gain is short term or long term.

e The period of holding for determining short term and long-term capital asset is
illustrated in the tabular format hereunder:

Nature of Asset Period of holding
Existing Proposed

Listed Shares 12 months 12 months

Unlisted shares and 24 months 24 months

Immovable property

Bonds, debentures 36 months 24 months

and gold

Listed Units of 36 months 12 months

business Trust
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Change in Tax rates applicable for Capital Gain

A: Tax on Short Term Capital Gain

e Currently, Short Term Capital Gain u/s 111A of IT Act on STT paid equity shares,
units of equity oriented mutual fund and unit of a business trust is chargeable to
tax @ 15%. The government is of the view that the present rate is too low and the
benefit from such low rate is flowing largely to high-net-worth individuals.

e Accordingly, it is proposed to amend section 111A to increase such rate from 15%
to 20%.

o Other short-term capital gains shall continue to be taxed at applicable rate.
B: Tax on Long Term Capital Gain

e Also, at present long term capital gain is chargeable @10% in case of STT paid
listed equity shares, units of equity-oriented fund and business trust u/s 112A
and for other assets it is 20% with indexation u/s 112 of IT Act.

e The rate of long-term capital gains under provisions of various sections of IT Act
is proposed to be 12.5% in respect of all.categories of assets.

e To ease the computation of capital gain for the taxpayer and tax administration it
is proposed that indexation benefit for calculation of long term capital gain shall
not be available w.e.f. 23.07.2024.

e It has been further proposed that listed bonds and debentures shall be taxable @
12.5%.
o Further, unlisted debentures and unlisted bonds are proposed to be
brought to tax at applicable rates by including them under provisions
of section 50AA of IT Act as other short term capital asset.

e Thus, the revised rates for taxation of capital gain are tabulated hereunder:

Nature of Asset Applicable tax rates
Existing Proposed
Short term capital Gain u/s 111A 15% 20%
Other Short term Capital gain Applicable rate Applicable rate
Long term Capital Gain u/s 112A 10% 12.5%
Long term Capital Gain u/s 112 20% with 12.5%
indexation
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C: Other Changes

e An exemption of gains upto 1 lakh (aggregate) is available for long-term capital
gains u/s 112A on STT paid equity shares, units of equity-oriented fund and
business trust.

e This limit is proposed to be increased to 1.25 lakh on such long term capital
assets.

e To bring parity of taxation between residents and non-residents, corresponding
amendments shall be made:

Section Nature of Asset Applicable tax rates
Existing Proposed
115AB, 115AC, | Long term capital 10% 12.5%
115ACA, 115AD, 115E | Gain
115AD Short term Capital 15% 20%
Gain

e Further, consequential amendments to align the withholding tax provisions
with the substantive provisions to give effect to the proposed changes in rates
of capital gains tax are being made u/s 196B and 196C of IT Act.

. w.e.f. 23.07.2024

Rationalisation of Capital Gain Tax on Transfer of Equity
Shares Acquired through Offer for Sale (OFS) route

e Finance Act, 2018 withdrew the exemption u/s 10(38) on long-term capital gains
from the transfer of equity shares or a unit of equity-oriented fund or unit of
business trust and introduced section 112A to tax long-term capital gains on
transfer of equity shares on which STT is paid at the time of acquisition and
transfer.

e Also, clause (ac) was inserted u/s 55(2) to provide a special mechanism for
computation of cost of acquisition in respect of assets covered u/s 112A and
acquired prior to 01.02.2018.
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