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INCOME TAX & GST
UNIT NO: 1
Income Tax and what is its History

Income tax is a tax charged on the annual income of an individual or business
earned in a financial year. The Income Tax system in India is governed by The
Income Tax Act, 1961, which lays out the rules and regulations for income tax
calculation, assessment, and collection.

In India ,this tax was introduced for the first time in 1860,by Sir James Wilson in
order to meet the losses sustained by the Government on account of the Military
Mutiny of 1857. Thereafter ,several amendments were made in it from time to
time. In 1886,a separate Income tax act was passed.

The Income Tax Act was passed in India in 1886, and there have been constant
revisions and refinements in the Act since then. After the first World War, a new
Income Tax Act was passed, in 1918, again to counter the residual effects of
economic devastation caused by the war.

The objectives of Income Tax and its importance:

Objective of the Income Tax Act 1961
Revenue Generation for the Government. ...
Redistribution of Wealth. ...

Regulation of Economic Activity. ...

Prevention of Tax Evasion and Black Money. ...
Facilitation of Voluntary Compliance. ...
Encouraging Savings and Investments. ...
Economic Stability and Growth. ...

Control Over Inflation.

It helps them manage the costs associated with civil operations, including running
and maintaining infrastructure, government units, social development, and other
government expenses.

Income tax is a tax charged on the annual income of an individual or business
earned in a financial year. The Income Tax system in India is governed by The
Income Tax Act, 1961, which lays out the rules and regulations for income tax
calculation, assessment, and collection.
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Types of Taxes (Direct and Indirect):

Direct taxes are imposed on one's income and earnings and are paid directly to the
government. On the other hand, indirect taxes are quite the opposite and are given
to the government whenever any goods or services are purchased.

Taxes

.?:;(eecst Indirect Taxes Other Taxes
_Irr;iome Sales Tax Property Tax
Wealth Tax '(F;:;CEZSTE;)L Services Professional Tax
Gift Tax 2/\7;;(; Added Tax Ean)t(ertainment

Scope and availability of Income Tax:

Ordinary Residents are chargeable to tax in India in respect of their worldwide
income. This includes even foreign income even if it is not received or brought into
India. There is no escape from taxability in India even if the remittance of income
is restricted by the foreign country.

The primary function of taxation is to generate revenue for the government. This
revenue is used to finance a wide range of public services, including education,
healthcare, national defense, infrastructure development, and social security
programs.

A direct tax is imposed on an individual's income/wealth. An indirect tax is imposed
on an individual who consumes goods/services.

An Income Tax Officer is a respected government official responsible for managing
and overseeing income tax collection, a crucial revenue source for the government.
This role involves assessing and auditing tax returns, ensuring compliance with tax
laws, and investigating tax evasion cases.
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Scope of Income Tax Act 1961

Resident Resident but
and not-
Ordinarily Ordinarily
Resident Resident
Acc'rued Income in Taxable Taxable
India
Income
Received/Deemed to Taxable Taxable

be received in India

Untaxed past foreign
income carried into

Non-taxable Non-taxable
the country

Residential Status in India: Based on Days of Stay

An individual's residential status in India for tax purposes is primarily determined
by the number of days they spend in the country. There are three primary
categories:

Resident and Ordinarily Resident (ROR): This is the highest tax residency status.
An individual is considered ROR if they meet one of the following conditions:

o Stay in India for 182 days or more during the previous year.
o Stay in India for 60 days or more during the previous year and have stayed
in India for 365 days or more during the four preceding years.

Resident but Not Ordinarily Resident (RNOR): An individual is considered RNOR if
they meet one of the following conditions:

o Stay in India for 182 days or more during the previous year.

o Stay in India for 60 days or more during the previous year and have stayed

in India for 365 days or more during the four preceding years.

Non-Resident (NR): An individual is considered a non-resident if they do not meet
the criteria for either ROR or RNOR.

Exceptions and Considerations:
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Days of Stay Calculation: The calculation of days of stay can be complex and may
include factors like the purpose of the visit, nature of employment, and other
relevant circumstances.

Deemed Residents: Certain individuals may be deemed residents of India even if
they do not meet the standard criteria. This can include individuals who are:

Employed by the Indian government.
Posted in India by a foreign employer.
Engaged in certain specific activities in India.

o O O O

Tax Treaties: India has tax treaties with many countries that can impact an
individual's residential status and tax liability. These treaties may have specific
provisions regarding days of stay and other factors.
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INCOME TAX & GST

UNIT NO: 2

Taxable persons :

Amount of Tax (AMT) is applicable to all persons, other than a company, having
income from a business or profession. AMT is computed on the adjusted total
income. The taxpayer is liable to pay tax on such income at a rate of 18.5% (plus
surcharge and health and education cess) on the adjusted total income.

But, as far as GST is concerned that it is a person who carries on any business at
any place in India and who is registered or required to be registered under the GST
Act. Any person who engages in economic activity including trade and commerce is
treated as a taxable person.

5 persons of Income Tax:

() an individual,

(i)  a Hindu undivided family,

(iii) a company,

(iv) a firm,

(v) Local Authorities like Municipalities, Panchyats etc.,

What do you mean by Taxable Income?

Taxable income refers to any individual's or business' compensation that is used
to determine tax liability. The total income amount or gross income is used as the
basis to calculate how much the individual or organization owes the government
for the specific tax period.

In other words, Taxable income is the portion of your gross income used to
calculate how much tax you owe in a given tax year. It can be described broadly
as adjusted gross income (AGI) minus allowable itemized or standard deductions.
It is generally described as the gross total income or total income. To arrive at the
total income, you have to consider any deductions or exemptions allowed in that
tax year. Taxable income includes salaries, pensions, capital gains, rental income,
business income, investment income, and unearned income.
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Basic Charges, Allowances, DA, HRA, Travelling, Petrol Allowance etc.,
under Income Tax Law:

1. Basic Salary:

Definition: The fundamental component of an employee's salary, forming the
base for calculating other allowances and benefits.

Taxability: Fully taxable.
2. Allowances:

Definition: Monetary benefits provided by employers to employees for
specific purposes, such as:

o House Rent Allowance (HRA): Exempted to a certain extent if the
employee resides in a rented house.

o Dearness Allowance (DA): Given to compensate for inflation and usually
linked to the Consumer Price Index. Generally taxable.

o Travel Allowance: Reimburses travel expenses incurred for official
purposes. Can be exempt under certain conditions.

o Petrol Allowance: Reimburses fuel expenses for official vehicle usage.
Taxability varies based on specific rules.

o Leave Travel Allowance (LTA): Exempted for travel within India for self
and family.

3. Traveling Allowance:

Taxability:
o Official Travel: Generally exempt if incurred for official duties.
Personal Travel: Taxable.

4. Petrol Allowance:
Taxability:
o Official Use: Taxable to the extent it exceeds actual expenses incurred
for official purposes.
o Personal Use: Fully taxable.

Key Considerations:
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Taxability: The taxability of these allowances and benefits depends on
various factors, including:

o Nature of the allowance
o Purpose for which it is received
o Specific provisions of the Income Tax Act

Exemptions: Certain allowances and benefits may be exempt from taxation
under specific conditions.

o Documentation: Maintaining proper documentation (receipts, travel
tickets, etc.) is crucial for claiming tax exemptions.

Income Tax on Capital Gain:

The limit on the exemption of Long-Term Capital Gains on the transfer of equity
shares or equity-oriented units or units of Business Trust has increased from Rs.1
Lakh to Rs.1.25 lakh per year. However, the rate at which it is taxed has increased
from 10% to 12.5%.

Section 54 of the Income Tax Act provides exemption on long term capital gains
from the sale of residential property if the proceeds from such sale are reinvested
in purchasing or constructing another residential property within a specified time
frame.

Income Tax Authorities in India?

A tax authority, also known as a revenue agency, is the governing body responsible
for enforcing and regulating tax laws within a specific jurisdiction.

Every Director of Inspection, Commissioner of Income-Tax (CIT) , Commissioner
of Income-tax (Appeals), Inspecting Assistant Commissioner of Income-tax,
Income-tax Officer (ITO) and Inspector of Income-tax shall have the like powers
and perform the like functions under this Act as he has and performs under the
Income-tax Act.

An Individual officer of the Income Tax Department who is entrusted with this task
of assessment is called an 'Assessing Officer (AO)'. An AO is an income tax officer
who has jurisdiction to make an assessment of a taxpayer (assessee) who is liable
to tax under the Act.

The income tax authorities in India are part of the Income Tax Department, which
is under the control of the Central Board of Direct Taxes (CBDT).The CBDT is
responsible for formulating policies and administering direct tax laws in India.
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The Income Tax Department has a hierarchical structure, with various levels of
officials:

. Central Board of Direct Taxes (CBDT):
The highest authority, responsible for policy-making and overall administration.
. Directorate General of Income Tax (Investigation):
Handles investigations into tax evasion and fraud.
. Chief Commissioners of Income Tax:
Head regional offices and oversee the work of lower-level officials.
. Principal Chief Commissioners of Income Tax:
Head larger regions and oversee multiple Chief Commissioners.
. Principal Director General of Income Tax (Investigation):
Heads the investigation wing at the national level.
. Commissioner of Income Tax (Appeals):

Hears appeals against orders passed by lower-level officials.

Joint Commissioner of Income Tax: Assists Commissioners in various functions.

Additional Commissioner of Income Tax: Handles specific areas like international
taxation or investigation.

Deputy Commissioner of Income Tax: Assists Joint Commissioners and handles
day-to-day administration.

Assistant Commissioner of Income Tax: Handles assessments and other routine
work.

Income Tax Officer: The frontline officials who deal directly with taxpayers.
Inspector of Income Tax: Assists Income Tax Officers in various tasks.

These officials have various powers and responsibilities under the Income Tax Act, 1961,
including the power to assess income tax, conduct investigations, issue notices, and
collect taxes.

10
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Tax Procedure in Income Tax:

Filing Income Tax Returns in India
Who needs to file?

Individuals with income exceeding the basic exemption limit.

Hindu Undivided Families (HUFs) with income exceeding the basic exemption
limit.

Companies, firms, and other entities.

Due Dates:

Individuals: July 31st of the assessment year (for the previous financial
year).
Companies: October 31st of the assessment year.

How to file:

Online: Through the Income Tax Department's e-filing portal
(incometaxindia.gov.in).

Offline: By submitting a physical copy of the return form to an authorized
tax return preparer.

Required documents:

PAN card

Aadhaar card

Bank account details

Income-related documents (salary slips, investment proofs, etc.)
Form 26AS (Tax Credit Statement)

Assessment of Income Tax in India

Types of Assessment:
Self-assessment: Taxpayers calculate their tax liability and file returns
themselves.

Scrutiny assessment: The Income Tax Department selects returns for
detailed examination.

11
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Best judgment assessment: The tax officer determines the taxable
income based on available information if the taxpayer fails to provide
adequate details.

Process:

1. Notice: The tax officer issues a notice to the taxpayer.

2. Verification: The taxpayer submits relevant documents and provides
explanations.

3. Order: The tax officer issues an order determining the tax liability.

Appeals in Income Tax Matters
Available Levels of Appeal:

1. Commissioner (Appeals): First level of appeal against the Assessing
Officer's order.

2. Income Tax Appellate Tribunal (ITAT): Second level of appeal against
the Commissioner (Appeals)'s order.

3. High Court: Appeal against the ITAT's order.

4. Supreme Court: Final level of appeal against the High Court's order.

Time Limits:

Appeal to Commissioner (Appeals): Within 30 days of the order.
Appeal to ITAT: Within 60 days of the Commissioner (Appeals)'s order.

Key Points:
Tax Laws: The Income Tax Act, 1961, governs income tax matters in
India.
Penalties: Non-compliance with tax laws can result in penalties and interest
charges.

Professional Help: It is advisable to consult a tax professional for complex
tax matters.

Remember: Tax laws can be complex and subject to change. It is essential to stay
updated on the latest regulations and seek professional advice when needed.
Due date for Tax Filing:

The due date for filing Income Tax Returns (ITR) for the Financial Year 2023-24
(Assessment Year 2024-25) without late fees is July 31, 2024.

12
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For individuals: The general due date for filing ITR is July 31st of the relevant
assessment year.

For businesses requiring an audit: The due date is October 31st of the
assessment year.

Note:

You can still file a belated return before December 31, 2024, if you miss the July
31st deadline, but you will be subject to late fees and interest.

Income Tax Returns:

An Income Tax Return (ITR) is a document that individuals and entities use to
report their income and calculate their tax liability to the government.

Here's a breakdown:

What it includes:

Income details: You declare all sources of income, such as salary, business
profits, capital gains, income from house property, etc.

Deductions and exemptions: You claim deductions and exemptions
allowed under the Income Tax Act to reduce your taxable income.
Tax calculations: The ITR helps you calculate the tax payable based on

your income and applicable tax rates.

Tax payments: You report the taxes you've already paid, such as TDS (Tax
Deducted at Source).

Why it's important:

o

Legal obligation: Filing ITR is mandatory for individuals and entities who
meet certain income thresholds.

Tax compliance: It ensures you comply with tax laws and avoid
penalties.

13
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o Claiming refunds: If you've overpaid taxes, filing ITR helps you claim a
refund.

o Loan applications: ITRs are often required for loan applications (home
loans, personal loans, etc.).

o Visa applications: Some countries may require ITRs for visa
applications.

Essentially, ITRs serve as a record of your income and tax payments, helping both
you and the tax authorities understand your tax obligations.

Documents required for IT Returns:

The documents required for filing Income Tax Returns (ITR) in India vary
depending on the source of income and the specific ITR form you are filing.
However, some common documents include:

PAN Card: Permanent Account Number card is mandatory for all taxpayers.

Form 16/16A: Issued by your employer, it details your salary income and TDS
deductions.

Proof of Income:

Salary slips

o Income certificates from other sources (e.g., rental income, business
income)

o Investment proofs (e.g., bank statements, mutual fund statements,
insurance policies)

Deduction Proofs: Documents supporting deductions claimed (e.g., investment
receipts, rent receipts, medical bills.
Bank Account Details: For refund or tax payment.

For specific ITR forms, additional documents may be required:

ITR-1 (Sahaj): Generally used by individuals with income from salary and other
sources (up to a certain limit).

ITR-2: Used by individuals and HUFs with income from sources other than
business or profession.

ITR-3: Used by individuals and HUFs with income from business or profession.

ITR-4 (Sugam): Used by individuals and HUFs having income from business and
profession (presumptive income scheme).

14
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INCOME TAX & GST

UNIT NO: 3

Components of Salary Income:

1. Direct Components: These are the core elements that directly contribute to
your
income.

Basic Salary: This is the fixed amount paid to an employee, forming the
foundation of their salary. It's used to calculate other allowances and
benefits.

Dearness Allowance (DA): This component is linked to the cost of living
and helps offset inflation. It's usually a percentage of the basic salary.
House Rent Allowance (HRA): This allowance is meant to cover the cost
of renting a house. It's taxable, but there are certain deductions available.

Other Allowances: These can include various allowances like travel
allowance, medical allowance, and other allowances specific to the industry
or company.

2. Indirect Components: These are benefits provided by the employer that have
a monetary value but may not be directly paid as part of your salary.

Provident Fund (PF): A portion of your salary is contributed to this
retirement savings scheme by both you and your employer.

Gratuity: This is a lump-sum payment received after continuous service of
a certain period.

Leave Travel Allowance (LTA): This allowance can be used to reimburse
travel expenses for vacations within India.

Perquisites: These are non-cash benefits provided by the employer, such
as company cars, housing, or subsidized meals.

15
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Understanding the Components:

It's important to understand the different components of your salary to accurately
calculate your take-home pay and tax liability. The tax implications and eligibility
for deductions vary depending on the component.

Additional Considerations:

Variable Pay: This includes performance bonuses, commissions, or other
incentives based on individual or company performance.

Stock Options: These give employees the right to buy company shares at
a discounted price.

Employer-Sponsored Insurance: This can include health insurance, life
insurance, or other insurance policies.

By understanding the various components of your salary, you can make informed
financial decisions and plan your finances effectively.

Exemption in terms of Gratuity for an employee:

Gratuity is a benefit that employers provide to their employees in recognition of
their long and loyal service. In India, gratuity is governed by the Payment of
Gratuity Act, 1972.

Exemptions in terms of gratuity for an employee

The amount of gratuity that an employee receives is generally exempt from
income tax up to a certain limit. This limit is currently set at Rs. 20 lakh. However,
there are certain conditions that must be met in order to qualify for this
exemption:

The employee must have completed at least 5 years of continuous
service with the employer.

The gratuity must be paid by the employer.

The gratuity must be paid on the termination of employment due to
retirement, death, or disablement.

If the gratuity received is more than Rs. 20 lakh, the excess amount will be taxable.
In addition to the above, gratuity received by government employees is

also exempt
from income tax.

Encash your leave in case if you are an employee of an organization:

16
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Leave encashment is a benefit that allows employees to receive monetary
compensation for unused leave days. Here's a breakdown of how it generally
works:

Eligibility:
Company Policy: The primary determinant of eligibility is your company's
leave policy. Some companies may have specific rules regarding which leaves

can be encashed (e.g., earned leave, casual leave) and under what
circumstances.

Employment Status: Encashment is typically applicable during specific
situations:

o Retirement: Upon retirement, you may be eligible to encash unused leave
accumulated over your employment period.

o Resignation: Depending on your company's policy, you might be able to
encash a portion of your unused leave upon resignation.

o Termination: If your employment is terminated, you may be entitled to
encashment for unused leave.

Calculation:

The amount you receive for leave encashment is usually calculated based on

your daily salary and the number of unused leave days. The formula typically

involves:

Daily Salary: Your daily salary is calculated by dividing your monthly basic salary
(plus any applicable allowances) by the number of working days in a month.

Number of Unused Leave Days: This is the total number of eligible leave days
you have accumulated but not utilized.

Example:
If your monthly basic salary is 50,000 and there are 22 working days in a month,
your daily salary would be approximately ¥2,272.73. If you have 10 unused leave
days, your leave encashment amount would be ¥22,727.30 (%2,272.73 x 10 days).
Tax Implications:
Taxability: Leave encashment is generally taxable as income. However, there

might be certain tax exemptions or deductions depending on your employment
type, company policy, and the specific circumstances of your leave encashment.

17
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Consult a Tax Professional: It's advisable to consult with a tax professional or
financial advisor to understand the tax implications of your leave encashment and
ensure you comply with tax regulations.

Key Points to Remember:

Company Policies: Always refer to your company's employee handbook or HR
department for specific details on leave encashment policies.

Documentation: Maintain proper records of your leave history and any relevant
documentation related to leave encashment.

Seek Clarification: If you have any doubts or questions about leave encashment,
don't hesitate to reach out to your HR department for clarification.
By understanding the process and guidelines, you can ensure that you receive the
appropriate leave encashment benefits when eligible.
Concept of Provident Fund:
The Provident Fund (PF) is a retirement savings scheme designed to provide
financial security for employees after they leave their jobs. Here's a breakdown of
the concept:

How it Works:

Contributions: Both the employee and employer contribute a portion of the
employee's salary to the PF account each month.

o Employee Contribution: Typically, a percentage of the employee's basic
salary is deducted monthly.

o Employer Contribution: The employer usually matches the employee's
contribution.

Account Growth: The contributions, along with accrued interest, accumulate in
the employee's PF account over time.

Withdrawal: The accumulated funds can be withdrawn by the employee under
certain circumstances:

o Retirement: Upon retirement, the employee can withdraw the entire
accumulated amount.

o Job Change: When changing jobs, the employee can transfer their PF
balance to the new employer's PF account or withdraw it.

18
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o Other Circumstances: Partial withdrawals are allowed in certain situations,
such as buying a house or paying for higher education.

Benefits of Provident Fund:

Retirement Savings: PF provides a significant source of income for retirement.

Tax Benefits: Contributions to the PF are generally tax-deductible, reducing the
overall tax liability.

Financial Security: In case of job loss or other unforeseen circumstances, the PF
provides a safety net.

Long-term Growth: The contributions and interest earned over time can lead to
substantial savings.

Key Points:

Eligibility: Most salaried employees in India are eligible to contribute to the PF.

Government Oversight: The Employees' Provident Fund Organization (EPFO)
manages and regulates the PF scheme in India.

Portability: PF accounts are portable, meaning employees can transfer their funds
when changing jobs.

In essence, the Provident Fund is a vital tool for employees to build a
secure financial future by systematically saving for retirement and other
major life events.
Perquisites to be given for an employee of an organisation:
Perquisites, often referred to as "perks," are additional benefits or privileges that an
employer provides to employees beyond their regular salary or wages. These benefits
can significantly enhance an employee's compensation package and overall job
satisfaction.
Here's a breakdown of perquisites:
Types of Perquisites:
Monetary Benefits:
o Allowances: These include housing allowances, travel allowances, and

other allowances to cover specific expenses.

o Bonuses: Performance-based bonuses or year-end bonuses can be
substantial additions to income.

19
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Commissions: Sales commissions are common for sales professionals and
are based on their performance.

Profit-Sharing: Employees may receive a share of the company's profits.

Stock Options: Employees may be granted options to purchase company
stock at a discounted price.

Non-Monetary Benefits:

O

Company Car: The provision of a company car for personal and professional
use.

Free or Subsidized Accommodation: Rent-free or subsidized housing
provided by the employer.
Medical Insurance: Comprehensive health insurance coverage for the
employee and their family.

Retirement Plans: Employer contributions to retirement savings plans like
401(k)s or pension plans.

Education Assistance: Reimbursement for tuition fees, professional
development courses, or certifications.

Travel and Entertainment: Opportunities for travel, attending
conferences, or enjoying entertainment events.

Employee Discounts: Discounts on company products or services.

Wellness Programs: Gym memberships, wellness programs, or on-site
fitness facilities.

Tax Implications:

Taxable Perquisites: The value of most perquisites is considered taxable income
and is included in the employee's overall tax liability.

Tax-Free Perquisites: Some perquisites, such as employer contributions to
retirement plans or certain medical benefits, may be exempt from taxation under
specific circumstances.

Importance of Perquisites:

Attracting and Retaining Talent: Competitive perquisite packages can attract
top talent and encourage employee loyalty.

20
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Improving Employee Morale and Motivation: Perquisites can boost employee
morale, motivation, and overall job satisfaction.

Recognizing and Rewarding Employees: Perquisites can be used to recognize
and reward high-performing employees.

Enhancing Employee Well-being: Certain perquisites, such as health insurance
and wellness programs, can improve employee well-being and reduce stress.

In essence, perquisites are a valuable component of an employee's total

compensation package. They can significantly enhance their overall financial
well-being and job satisfaction.

INCOME TAX & GST
UNIT NO: 4
Basis of charge for income from salary:

The basis of charge for income from salary in India is governed by Section 15 of
the Income Tax Act, 1961.

Key Points:

Due Basis or Receipt Basis, Whichever is Earlier: Salary income is generally
taxable on the basis of when it becomes due to the employee or when it is
received by the employee, whichever happens first.

Advance Salary: If an employee receives advance salary, it is taxable in the year
of receipt, even if it's before the actual due date.

Arrears of Salary: Arrears of salary are typically taxable in the year they become
due, even if they are received in a later year. However, if they were already taxed
in the year they were due, they are not taxed again when received.

In essence: The Income Tax Act prioritizes taxing salary income as soon as it
becomes a financial obligation for the employer, whether the employee has actually
received it yet or not.

Allowances income from salary:

21
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The allowances in income from salary in India can be broadly categorized into two
types:

Taxable Allowances: These allowances are added to your basic salary and taxed
accordingly. Some common examples include:

Dearness Allowance (DA): This is an allowance to compensate for the rising cost
of living. It is usually linked to the Consumer Price Index (CPI).

Special Allowance: This is a general allowance that may be given for various
reasons, such as skills, experience, or location.

City Compensatory Allowance (CCA): This allowance is given to employees
working in metro cities to compensate for the higher cost of living.

Non-Taxable Allowances: These allowances are exempt from income tax up to
certain limits or under specific conditions. Some common examples include:

House Rent Allowance (HRA): This allowance is given to employees to cover
rent expenses. It is exempt from tax to the extent of the least of the following:

Actual HRA received

50% of basic salary if residing in metro cities
40% of basic salary if residing in hon-metro cities
Rent paid minus 10% of basic salary

o O O O O

ia Leave Travel Allowance (LTA): This allowance is given to employees to cover
travel expenses for vacations within India. It is exempt from tax if the travel is
undertaken within India.

i Medical Allowance: This allowance is given to employees to cover medical
expenses. It is exempt from tax up to a certain limit.

i Conveyance Allowance: This allowance is given to employees to cover
transportation expenses to and from work. It is exempt from tax up to a certain
limit.

ia Children Education Allowance: This allowance is given to employees to cover
the education expenses of their children. It is exempt from tax up to a certain limit.

Pension income from salary:

A pension is a regular payment made to a person after they have retired from
employment. It's a form of deferred income, meaning you contribute to it during
your working years, and then receive it as income after you stop working.

Types of Pensions

There are two main types of pensions:

22
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1. Defined Benefit Plans: These plans guarantee a specific amount of pension income
upon retirement, usually based on your salary and years of service.

2. Defined Contribution Plans: These plans involve contributions from both you and
your employer to an investment account. Your retirement income depends on the
performance of the investments in your account.

Taxation of Pensions

The taxability of pensions varies depending on the type of pension and the specific
rules of the plan.

Defined Benefit Pensions:
o Government Pensions: These are generally taxed as "Income from Other
Sources."
o Private Sector Pensions: These are typically taxed as "Income from Salary."

Defined Contribution Pensions:
o Employer Contributions: These are generally not taxed when contributed to
the account.

o Employee Contributions: You may be able to claim tax deductions on your
contributions, depending on the specific plan and your tax bracket.
o Withdrawals: When you withdraw money from the account in retirement, it
is generally taxed as ordinary income.
Key Points to Remember
Tax Implications: The tax implications of your pension can be complex and vary
depending on your individual circumstances. It's essential to consult with a tax
professional for personalized advice.
Retirement Planning: Pensions are an important part of retirement planning. It's
crucial to understand the terms of your pension plan and how it will affect your
retirement income.
Diversification: If you have a defined contribution plan, consider diversifying your

investments to manage risk and potentially increase your returns.

1) How to calculate the pension?

23



NSl P

The calculation of pension in India varies depending on the type of pension plan
(government or private sector). Here's a general overview for government sector
pensions:

1. Determining Pensionable Salary:

Last Drawn Salary: This is usually the last basic pay drawn before retirement.
Average of Last 10 Months' Salary: The average of the basic pay drawn in the last
10 months of service is also considered, and the higher of these two amounts is
used for pension calculation.

2. Calculating Basic Pension:

Formula: Basic Pension = 50% of Pensionable Salary

3. Minimum and Maximum Pension Limits:

Minimum Pension: There's a minimum pension amount set by the government.
(Rs.1000/-pm)

Maximum Pension: There's a maximum limit on the pensionable salary, and
consequently, the pension amount. (Rs.1,25,000/-pm)

4. Commutation of Pension:

Retirees can choose to commute a portion of their pension for a lump-sum
payment.

The commuted portion of the pension is not received monthly.

Example (Simplified):

Last Drawn Salary: %1,00,000

Average of Last 10 Months' Salary: %1,05,000
Pensionable Salary: 1,05,000 (higher of the two)
Basic Pension: 50% of ¥1,05,000 = 352,500 per month

Important Notes:

This is a simplified explanation. The actual calculation may involve more factors
and specific rules.
Pension rules and regulations can change, so it's crucial to refer to the latest
government guidelines or consult with a pension expert for accurate and up-to-
date information.

2) Explain the computation of income from salary?

1. Determine Gross Salary:
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- Add all income components: This includes basic salary, dearness
allowance (DA), house rent allowance (HRA), leave travel allowance
(LTA), special allowances, bonuses, commissions, and other perks.

2. Identify Taxable and Non-Taxable Allowances:

- Taxable Allowances: These are added to your basic salary and taxed
accordingly (e.g., DA, special allowances).

- Non-Taxable Allowances: These are exempt from income tax up to certain
limits or under specific conditions (e.g., HRA, LTA, medical allowance,
conveyance allowance).

3. Calculate Deductions:

- Standard Deduction: A standard deduction is available to all salaried
individuals.

- Professional Tax: This is a state-level tax deducted from your salary.

- Provident Fund (PF) Contributions: Employee and employer contributions
to PF are generally tax-deductible.

- Other Deductions: This may include investments in tax-saving
instruments like PPF, ELSS, etc.

4. Calculate Taxable Income:

- Subtract deductions from gross salary: This gives you your taxable
income.

5. Determine Tax Liability:
- Apply the applicable tax slab: Income tax is calculated based on your
taxable income and the applicable tax slab rates.
- Consider tax rebates and reliefs: You may be eligible for certain tax
rebates and reliefs, such as deductions for investments under Section 80C.

6. Calculate Net Tax Payable:

- Subtract any tax rebates and reliefs from the total tax liability.

Example (Simplified)

- Gross Salary: ¥1,00,000 per month
- HRA Received: ¥50,000 per month
- Rent Paid: ¥60,000 per month

- Standard Deduction: ¥52,500
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- Taxable Income: ¥[Gross Salary - HRA Exemption - Standard Deduction]
(calculate based on HRA rules)

- Tax Liability: Calculate tax based on taxable income and applicable tax
slab.

Due dates for return:

The due date for filing income tax returns for individuals and HUFs (Hindu
Undivided Families) for the financial year 2023-24 (Assessment Year 2024-25) was
31st July 2024.

Note: The Income Tax Department may extend the deadline in certain
circumstances.

For the latest and most accurate information, please refer to the official Income
Tax Department website or consult with a tax professional.

Sample salary slip of a government employee with figures:
[Government Organization Logo]
PAY SLIP
Month of: July, 2025

Employee Name: [Employee Name] Employee ID: [Employee ID] Designation:
[Designation]

Department: [Department] Bank Account No.: [Bank Account No.] PAN: [PAN]

Earnings
Basic Salary: 350,000
Dearness Allowance (DA): 25,000
House Rent Allowance (HRA): 320,000
Transport Allowance: 5,000
Medical Allowance: 32,000 Total Earnings: 102,000

Deductions
Provident Fund (PF): 6,000
Professional Tax: 3200
Income Tax: 310,000 Total Deductions: 316,200

Net Pay: 385,800
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In Words: Eighty-Five Thousand Eight Hundred Rupees Only

Authorized Signatory: [Name and Signature]

INCOME TAX & GST
UNIT NO: 5
Property Tax:

Property tax is a tax levied on the value of a property. The tax is typically levied
by the local government where the property is located, and the revenue is used to

fund public services such as schools, roads, and parks.

The amount of property tax you owe depends on the assessed value of your
property and the tax rate set by your local government. The assessed value of your
property is typically determined by a property appraiser, who takes into account
factors such as the size of your property, the location of your property, and the
condition of your property. The tax rate is set by your local government and is

typically expressed as a percentage of the assessed value of your property.

Property taxes can be a significant expense for homeowners, but they are also an

important source of revenue for local governments.

27



TNSk~ Lot

1 If you are a homeowner, it is important to understand how property taxes work
and how they are calculated. 2 You should also be aware of any exemptions or

discounts that you may be eligible for.

Basic charges (Expenses) and Income from house:

Owning a house comes with both costs (charges) and potential earnings (income).
Here's a breakdown of the basics:

Charges (Expenses)

Mortgage Payments: If you've taken out a loan to buy the house, your monthly
mortgage payments will be a major expense. This includes both the principal (the
original loan amount) and interest (the cost of borrowing the money).

Property Taxes: These are taxes levied by your local government based on the
assessed value of your property. They fund local services like schools, roads, and
parks.

Homeowners Insurance: This protects your property and belongings from
damage or loss due to events like fire, theft, or natural disasters.

Utilities: These are the essential services that keep your house running, including
electricity, gas, water, sewer, and trash collection.

Maintenance and Repairs: Houses require regular upkeep to prevent problems
and address any issues that arise. This includes things like lawn care, plumbing
repairs, appliance maintenance, and fixing wear and tear.
Homeowners Association (HOA) Fees: If your property is part of a
homeowners association, you'll likely have to pay monthly or annual fees that
cover shared amenities and services like landscaping, pools, or security.

Income

Rental Income: If you rent out your house or a portion of it (like a spare room
or basement apartment), the rent you collect from tenants is considered income.

Capital Gains: If you sell your house for more than you bought it for, the
difference is a capital gain. This is considered income, but it may be subject to
capital gains taxes.

Important Considerations
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Budgeting: It's crucial to create a budget that carefully tracks both your expenses
and income related to your house. This will help you manage your finances
effectively and ensure you can afford homeownership.

Tax Deductions: In many places, you can deduct certain housing-related
expenses on your income tax return, such as mortgage interest, property taxes,
and sometimes even home improvements. This can help reduce your overall tax
burden.

Appreciation: Over time, the value of your house may increase (appreciate). This
can build equity and wealth, but it's not guaranteed.

Procedure for the computation of income from house property:

1. Determine Gross Annual Value (GAV)

Higher of:
o Municipal Value: Value assessed by the local municipality for property tax
purposes.

o Fair Rent: Rent reasonably expected in the open market. Consider factors
like location, size, condition, and amenities.

2. Calculate Net Annual Value (NAV)

NAV = GAV - Municipal Taxes

3. Determine Deductions

Standard Deduction: 30% of NAV (irrespective of actual expenses)
Interest on Home Loan:

o Self-Occupied: Up to 32 lakh

o Rented-Out: Full amount of interest paid

Municipal Taxes: Already deducted from GAV to arrive at NAV
4. Calculate Income from House Property
Income = NAV - Deductions
5. Consider Special Cases
Self-Occupied: GAV is considered zero.
Vacant Property: Treated as self-occupied.
Deemed Let Out: If you own more than two houses or a property has rental

potential, it's deemed let out even if vacant. Taxed on potential rental income.

Example: ( rented-out)
GAV: %5,00,000
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Municipal Taxes: 350,000

NAV: %5,00,000 - ¥50,000 = %4,50,000

Standard Deduction: 30% of ¥4,50,000 = %1,35,000

Interest on Home Loan (Rented-Out): ¥3,00,000

Income from House Property: ¥4,50,000 - %1,35,000 - ¥3,00,000 = %15,000

Example: (self-occupied):

GAV =0

NAV =0

Standard deduction=0

Interest on home loan = 300000

Loss from house property = 0 - 200000= - 200000

Income from house property situated outside India.
Taxability for Residents:

Income from house property situated outside India is taxable for residents of India,
regardless of whether the income is received in India or not.

Taxability for Non-Residents/RNOR:
Income from foreign house property is taxable in India only if it's received in India
for Non-Residents and Residents but Not Ordinarily Residents (RNOR).
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INCOME TAX & GST
UNIT NO: 6
Concepts of Income from Capital Gains:

Income from capital gains is the profit you make when you sell an asset
for more than what you paid for it. Here's a breakdown:

Types of Capital Gains:

- Short-term Capital Gains (STCG): Profits from selling an asset you've held
for a short period (generally less than a year).

- Long-term Capital Gains (LTCG): Profits from selling an asset you've held
for a longer period (generally more than a year).

Examples of Capital Assets:
- Stocks
- Bonds
- Real estate
- Precious metals

Key Points:
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- Capital gains can be a significant source of income, but they're also
taxable.

- Understanding the tax implications of capital gains is crucial for financial
planning.

- Tax laws can be complex, so it's always a good idea to consult with a tax
professional for personalized advice.
Procedure for the computation of short-term capital gain:
1.Determine the Holding Period:

- Short-term Capital Gains (STCG): Profits from the sale of assets held for
less than 12 months

2.Calculate the Cost of Acquisition:

- This is the original purchase price of the asset.

- Include any expenses directly related to the acquisition, such as
brokerage fees or stamp duty.

3.Calculate the Cost of Improvement (if any):

- This includes any expenses incurred to improve the asset, such as
renovations or repairs.

4.Determine the Sale Value:

- This is the amount you received from selling the asset.
5.Calculate the Short-Term Capital Gain:

- Formula:

o STCG = Sale Value - (Cost of Acquisition + Cost of Improvement)
Tax rate-20%

Example:

- You bought 100 shares of XYZ Ltd. for Rs. 100 per share (total cost of Rs.
10,000) on January 15, 2024.

- You sold those shares on December 10, 2024, for Rs. 120 per share (total
sale proceeds of Rs. 12,000).
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« STCG = Rs. 12,000 (Sale Proceeds) - Rs. 10,000 (Cost of Acquisition) =
Rs. 2,000.

Procedure for the computation of the long-term capital:
1.Determine the Holding Period:

- Long-Term Capital Gains (LTCG): Profits from the sale of assets held for
more than 36 months (3 years).

2.Calculate the Indexed Cost of Acquisition:

- Formula:

o Indexed Cost of Acquisition = (Cost of Acquisition x Cost Inflation Index
of the year of sale) / (Cost Inflation Index of the year of purchase)

o Cost of Acquisition: The original purchase price of the asset, including
any directly related expenses like brokerage or stamp duty.

o Cost Inflation Index (CII): This index is published annually by the

government to adjust for inflation. You can find the CII values for
relevant years on the Income Tax Department website.

3.Calculate the Indexed Cost of Improvement (if any)

- Formula:

o Indexed Cost of Improvement = (Cost of Improvement x Cost Inflation
Index of the year of sale) / (Cost Inflation Index of the year of
improvement)

o Cost of Improvement: Any expenses incurred to improve the asset, such
as renovations or repairs.

4.Determine the Sale Value

- This is the amount you received from selling the asset.
5.Calculate the Long-Term Capital Gain

- Formula:

o LTCG = Sale Value - (Indexed Cost of Acquisition + Indexed Cost of
Improvement)

6.Deduct Exemptions (if applicable)
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- Section 54/54B/54D/54EC/54F: These sections of the Income Tax Act
provide exemptions for LTCG under certain conditions, such as
reinvesting the gains in specified assets like residential property.

7.Calculate Tax Liability:

- LTCG on equity shares is generally taxed at 10% (for gains exceeding Rs.
1 lakh in a financial year).

- LTCG on other assets is taxed at 20% with indexation.

- The tax liability is then calculated based on the applicable tax rate and the
amount of LTCG after considering exemptions.

Example:

- You bought a property in 2010 for Rs. 50 lakh.

- The CII for 2010 was 167 and for the year of sale (2024) is 334.
- You sold the property in 2024 for Rs. 2 crore.

- Indexed Cost of Acquisition: Rs. 50 lakh x (334/167) = Rs. 1 crore
- Assuming no improvements and no exemptions:

« LTCG: Rs. 2 crore - Rs. 1 crore = Rs. 1 crore

- Tax Liability = 20% of Rs.1 crore = 2000000

Terms related to Capital Gain:

Capital gains refer to the profit you make when you sell a capital asset for more than
you bought it for. Here are some key terms related to capital gains:

Capital Asset: This is any property held by an individual or entity, whether or not
connected with their business. Common examples include:

Real estate (land, buildings)
Stocks and bonds
Cryptocurrency

Business assets

Collectibles (sometimes)

O O O O O

Cost Basis: This is the original price you paid for the asset, plus any costs
associated with acquiring it (like commissions or legal fees). In some cases, the
cost basis can be adjusted for improvements or depreciation.
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Selling Price (or Net Proceeds): This is the amount you receive when you sell the
asset, minus any selling expenses (like real estate agent commissions or brokerage
fees).

Capital Gain: The difference between the selling price and the cost basis. If the
selling price is higher, you have a capital gain.

Capital Loss: If the selling price is lower than the cost basis, you have a capital
loss.

Realized Gain/Loss: This is the gain or loss you experience when you actually sell
the asset. It's the difference between the net proceeds and the adjusted cost basis.

Unrealized Gain/Loss: This is the gain or loss you would have if you sold the asset
today, based on its current market value. It's sometimes called a "paper gain/loss"
because you haven't actually sold it yet. You don't pay taxes on unrealized gains.

Short-Term Capital Gain/Loss: This applies to assets held for a short period,
typically one year or less (the exact time frame can vary by jurisdiction). Short-
term capital gains are usually taxed at your ordinary income tax rate.

Long-Term Capital Gain/Loss: This applies to assets held for a long period, typically
more than one year. Long-term capital gains are often taxed at a lower rate than
ordinary income, which is why holding assets for longer can be advantageous from
a tax perspective.

Capital Gains Tax: The tax you pay on your capital gains. The rate varies depending
on your income level, the type of asset, and how long you held it.

Tax Basis: This is a term often used in the context of inherited assets. The tax basis
of an inherited asset is usually stepped-up to its fair market value at the time of
the previous owner's death. This can significantly reduce the capital gains when
you eventually sell the asset.

Wash Sale: This is a situation where you sell an asset at a loss and then repurchase
the same or a substantially identical asset within a specific period (usually 30 days
before or after the sale). The IRS disallows the deduction of losses from wash sales.
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INCOME TAX & GST

DAY NO: 7

Concepts of Deductions under Income Tax:

In the context of income tax, deductions refer to specific expenses or
investments that you can claim to reduce your taxable income. This
effectively lowers the amount of income tax you owe to the government.

How it works:

- Reduce Taxable Income: Deductions directly decrease the amount of
income on which you're taxed.

- Lower Tax Liability: By reducing your taxable income, you pay less tax
overall.

Types of Deductions:
- Section 80C Deductions:

One of the most popular deductions, covering a wide range of investments
and expenses, including:
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o Employee Provident Fund (EPF) (Mandatory for all solarised employee,
Returns 8.25% )

o Public Provident Fund (PPF) (Voluntary for all Indian citizen, Returns

7.1%, Tax ceiling upto Rs.1.5 Lakhs per year)

Life Insurance Premiums

Tuition Fees

Home Loan Principal Repayments

Investments in tax-saving mutual funds

National Savings Certificates (NSC) (Minimum Rs.1000 and Multiples of

Rs.100)

o Sukanya Samriddhi Yojana (SSY) (For Girls below 10 years, Min. Deposit
Amt Rs.250, Maturity only at 21 years, Returns 8.2%)

o B-year fixed deposits

o O O O O

-« Other Deductions:

Section 80D: Deduction for health insurance premiums

Section 80E: Deduction for interest on education loans

Section 80G: Deduction for donations to charitable organizations
Section 80GG: Deduction for rent paid by house-rent allowance (HRA)
recipients who do not receive HRA from their employer.

O O O O

Benefits of Deductions:

- Tax Savings: The primary benefit is reducing your tax liability, saving you
money.

- Financial Discipline: Deductions encourage saving and investing for the
future.

- Government Incentives: Many deductions are desighed to promote
specific goals, such as saving for retirement (EPF, PPF) or improving
healthcare (health insurance).

Deductions from the capital gains:

Deductions from capital gains allow you to reduce the amount of capital
gains tax you owe. These deductions are designed to encourage certain
types of investments and reinvestment of capital gains. Here are some key
deductions:

1.Section 54/54B/54D/54EC/54F: These sections of the Income Tax Act
provide exemptions for Long-Term Capital Gains (LTCG) under specific
conditions.
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- Section 54: Allows exemption on LTCG from the sale of a residential
property if the proceeds are reinvested in another residential property
within two years.

- Section 54B: Similar to Section 54, but applies to the sale of agricultural
land.

- Section 54D: Allows exemption on LTCG from the sale of any long-term
asset if the proceeds are reinvested in specified bonds within six
months.

- Section 54EC: Allows exemption on LTCG from the sale of a residential
property if the proceeds are invested in specified bonds issued by the
government.

- Section 54F: Allows exemption on LTCG from the sale of any long-term
asset if the proceeds are invested in specified residential bonds.

2.Exemptions for Equity Shares:

- LTCG from the sale of equity shares or equity-oriented mutual funds is
generally taxed at a concessional rate.
- There is a basic exemption of Rs. 1 lakh for LTCG from equity shares.

80C Deductions:

Section 80C of the Income Tax Act allows deductions for various
investments and expenses, helping you reduce your taxable income and,
consequently, your tax liability.

Key Features:

- Deduction Limit: The maximum deduction under Section 80C is currently
¥1,50,000 per financial year.

- Eligible Investments:

o Retirement Savings: Employee Provident Fund (EPF), Public Provident
Fund (PPF), National Pension System (NPS)

Life Insurance Premiums:

Tuition Fees: For children's education

Home Loan Principal Repayment:

Tax-Saving Mutual Funds (ELSS):

National Savings Certificates (NSC):

Sukanya Samriddhi Yojana (SSY):

5-year Fixed Deposits:

O 0O 0 0 0 0 O
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Benefits:

- Tax Savings: Reduce your taxable income and lower your tax outgo.
- Financial Planning: Encourage long-term savings and investments.
Other deductions.

Besides Section 80C, there are several other deductions available under
the Income Tax Act that can help reduce your tax liability:

- Section 80D:

o Deduction for medical insurance premiums paid for self, spouse, children,
and parents.

o Deduction for preventive health check-ups.

- Section 80E: Deduction for interest paid on education loans taken for
higher studies.

- Section 80G: Deduction for donations made to eligible charitable
institutions.

- Section 80GG: Deduction for rent paid by individuals who do not receive
House Rent Allowance (HRA) from their employer.

- Section 80TTA: Deduction for interest earned on savings accounts up to
a certain limit.

- Section 80TTB: Deduction for interest earned on deposits held by senior
citizens in specified banks and financial institutions.
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INCOME TAX & GST
DAY NO: 8
Basis of charge in income from business or profession:
The basis of charge for income from business or profession in India is
"profits or gains of any business or profession carried on by the assesses
at any time during the previous year."

This means:

- Focus on Profits: The tax is levied on the profits earned from the business
or profession, not necessarily on the total revenue.

- Accrual Basis: Generally, income is recognized on an accrual basis,
meaning income is considered earned when it is earned, regardless of
when it is actually received.

- Previous Year Basis: Income earned during the previous financial year is
taxed in the current assessment year.

Key Considerations:
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« Accounting Methods: Businesses can generally choose between cash
method and accrual method of accounting for tax purposes.

- Deductions: Various deductions are allowed to arrive at the taxable profit,
such as business expenses, depreciation, and certain allowances.

- Specific Rules: There are specific rules and regulations for different types
of businesses and professions, such as partnerships, companies, and
professionals like doctors and lawyers.

Expenses explicitly allowed:

Several expenses are expressly allowed as deductions from income or from

business or profession under the Income Tax Act of India. These deductions

help reduce the taxable income and, consequently, the tax liability. Here
are some key categories:

1.Business Expenses:

- Salaries and Wages: Paid to employees, including bonuses, commissions,
and employer contributions to provident funds.

- Rent, Rates, and Taxes: Rent paid for business premises, property taxes,
and other local taxes.

- Insurance Premiums: Insurance premiums related to business operations,
such as fire insurance, business interruption insurance, and insurance
on business assets.

- Repairs and Maintenance: Expenses incurred for the repair and
maintenance of business premises, machinery, and equipment.

- Travel and Conveyance: Expenses incurred for business travel and
transportation.

- Advertising and Marketing: Expenses related to promoting the business,
such as advertising, marketing, and sales promotion.

- Legal and Professional Fees: Fees paid to lawyers, consultants, and other
professionals for services related to the business.

- Bad Debts: Bad debts written off during the year.
- Interest on Borrowed Capital: Interest paid on loans taken for business

purposes.
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- Depreciation: Depreciation on business assets such as machinery,
equipment, and furniture.

2.0ther Allowances:

- Research and Development Expenses: Expenses incurred on research and
development activities.

- Donations to Certain Funds: Donations made to certain approved funds
like EPF, PPF, NSC, ELSS under section 80C.

Expenses not deductible:

Several expenses are not allowed as deductions from income from
business or profession under the Income Tax Act of India. These
include:

- Personal Expenses: Expenses of a personal nature, such as:

o Personal living expenses: Food, clothing, entertainment, travel for
personal reasons.

o Household expenses: Rent for personal residence, utilities for personal
use.

- Capital Expenditure: Expenses incurred for acquiring or improving capital
assets, such as:

Purchase of land and buildings.

Purchase of machinery and equipment.

Construction of new buildings.

Major renovations and improvements to existing assets.

0O O O O

- Prohibited Payments:

o Bribes and illegal payments.
o Payments made to undisclosed recipients.

- Expenses Incurred for Illegal Activities: Expenses incurred in connection
with any illegal activity are not deductible.

- Income Tax: Income tax itself is not deductible.
- Wealth Tax: Wealth tax is not deductible.
Key Points:

- Clear Distinction: It's crucial to maintain a clear distinction between
business expenses and personal expenses.
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- Proper Documentation: Adequate documentation is essential to support
the deductibility of any expense.

- Tax Laws: Tax laws are subject to change, so it's important to stay
updated on the latest rules and regulations.
Specific disallowances:
Section 40A of the Income Tax Act of India outlines specific conditions
under which certain business expenses are not permissible as deductions
from income. These disallowances are aimed at preventing tax evasion and
ensuring proper tax compliance. Some key disallowances include:

- Cash Payments Exceeding Threshold:

o Disallowance of expenses exceeding a specified limit if paid in cash. This
threshold varies depending on the nature of the expense.

o The purpose of this disallowance is to discourage cash transactions and
promote transparency in business dealings.

- Payments to Non-Residents:

o Restrictions on deductions for payments made to non-residents,
especially in cases where tax has not been adequately withheld at
source.

o This aims to ensure that taxes are properly collected on income earned
by non-residents in India.

- Payments to Related Parties:

o Limitations on deductions for payments made to related parties, such as
family members or closely held companies.

o This helps prevent the manipulation of expenses for tax avoidance
purposes.

- Expenditure Incurred for Non-Business Purposes:

o Expenses incurred for personal or non-business purposes are not
deductible.

- Expenditure Not Supported by Adequate Documentation:
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o Expenses for which proper documentation (invoices, receipts, etc.)
cannot be provided are generally not allowed as deductions.

XYZ LTD.,
PROFIT & LOSS STATEMENT FROM 01-04-2023 TO 31-04-2024

TRADING ACCOUNT
OPENING STOCK 100000 SALES 1800000
PURCHASE 1000000 CLOSING STOCK 200000
GROSS PROFIT 900000
TOTAL 2000000 2000000
EXPENSES
RENT 250000 GROSS PROFIT B/D 500000
SALARY 240000
EB 24000
PHONE 6000
INTERNET 6000
CONVEYANCE 60000
ADVT 175000
STAFF WELFARE 55000
NET PROFIT 84000
S00000 500000
TAXABLE AMOUNT 84000
INCOME TAX PAYABLE @ 30% 25200

Books of accounts to be maintained in tax audit u/s 44AB:

Under Section 44AB of the Income Tax Act, businesses and professionals
exceeding certain turnover thresholds (Generally Rs.50Lakhs) are required
to get their accounts audited by a Chartered Accountant. To facilitate this
audit, the following books of accounts must be maintained:

- Cash Book: A record of all cash receipts and payments.

- Journal: A record of all business transactions, including sales, purchases,
expenses, and other relevant entries.

- Ledger: A record of all accounts, including customer accounts, supplier
accounts, and bank accounts.

- Sales Register: A record of all sales made during the year.
- Purchase Register: A record of all purchases made during the year.

- Stock Register: A record of all inventory, including opening stock,
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purchases, sales, and closing stock.

- Bank Statements: Statements from all bank accounts used for business
transactions

- Other relevant documents:

o Invoices issued and received.
o Receipts and bills for expenses.

o Contracts and agreements.

o Correspondence related to business transactions.

Sections 44AD and 44AE of the Income Tax Act provide for simplified
methods of computing income for certain businesses and professions.
These sections allow tax payers to determine their taxable income on an
estimated basis, reducing the need for detailed accounting records and
complex calculations.

Section 44AD:
- Applicability: Applicable to businesses with a turnover of up to Z3 crore
(previously Z2 crore).

- Presumptive Taxation: Allows businesses to compute their income at a
presumptive rate of 8% of their gross receipts.

- Conditions:

o The business must not be engaged in plying, hiring, or leasing of goods
carriages (covered under Section 44AE).

o The business must not be an agency business.
o The taxpayer must maintain adequate books of account.

- Benefits: Simplifies tax calculations and reduces the need for detailed
record-keeping.
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Section 44AE:

- Applicability: Applies to businesses engaged in plying, hiring, or leasing
of goods carriages.

- Presumptive Taxation: Income is computed at a fixed rate per vehicle per
month.

- Benefits: Simplifies tax calculations for transporters.

Key Points:

- Opt-in Scheme: Taxpayers can choose to opt for these presumptive
taxation schemes.

- Limitations: If actual income exceeds the income computed under these
sections, the taxpayer will be taxed on the actual income.

- Record-Keeping: While the level of record-keeping is reduced, maintaining
basic records is still necessary.
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INCOME TAX & GST

DAY NO: 9

Provisions of clubbing of income:

Clubbing of income is a concept in Indian Income Tax law where the
income of certain individuals (like spouse, minor children) is added to
the income of the taxpayer for tax calculation purposes. This is done to
prevent tax evasion by transferring income to family members to reduce
the overall tax liability.

Key Provisions:

- Section 64 of the Income Tax Act: This section outlines the specific
instances where income needs to be clubbed.

- Income from Assets Transferred to Spouse/Minor Child: If assets are
transferred to a spouse or minor child without adequate consideration,
the income generated from those assets is clubbed with the income of
the transferor.
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- Income from Gifts: Income from assets received as gifts from certain
relatives (like spouse, minor child) may also be clubbed in specific
situations.

- Income from Hindu Undivided Family (HUF): In certain cases, income
earned by an HUF may be clubbed with the income of its members.

Objectives of Clubbing:

- Prevent Tax Evasion: To discourage individuals from transferring income
to family members to avoid higher tax brackets.

- Ensure Fair Tax Liability: To ensure that individuals pay taxes on their true
income, regardless of how it is structured.

Key Considerations:

- Adequate Consideration: If assets are transferred for adequate
consideration (market value), the income generated from those assets
may not be clubbed.

Computation of Total Income:
Computation of Total Income

Total income is the sum of all your income sources for a particular financial
year, as determined for income tax purposes. Here's a general overview
of the process:

1.Identify All Sources of Income:

- Income from Salary: Includes salary, bonuses, commissions, allowances,
and employer contributions to retirement funds.

- Income from House Property: Income from renting out property or capital
gains from selling property.

- Income from Business or Profession: Profits earned from business or
professional activities.

- Capital Gains: Profits earned from selling assets like stocks, bonds, real
estate, etc.
- Income from Other Sources: Includes interest income, dividends, rent
received, etc.
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2.Clubbing of Income (if applicable):

- Income from certain sources, such as income from assets transferred to
spouse or minor children, may be "clubbed" with the taxpayer's income
for tax purposes.

3.Deduct Allowances and Deductions:

- Standard Deduction: A fixed amount allowed to all taxpayers.

- Deductions under Chapter VI-A: These include deductions for investments
(like PPF, EPF, etc.), medical insurance, donations, etc.

4.Calculate Taxable Income:

- Total Income - Deductions = Taxable Income

5.Determine Tax Liability:

- Tax is calculated on taxable income based on the applicable tax slabs and
rates.

6.Calculate Tax Rebates and Reliefs (if applicable):

- Certain rebates and reliefs may be available to reduce the tax liability.

Key Considerations:

- Tax Laws: Tax laws and regulations are complex and subject to change.

- Individual Circumstances: The specific computation of total income will
vary depending on individual circumstances.

For Example :

Under new Regime, Rebate u/s 87A can be claimed upto 7Lakhs as on
FY 2024-25.

Upto 3 Lakhs - Nil

3 Lakhs - 6 lakhs - 5%

6 Lakhs - 9 Lakhs- 10%

9 Lakhs - 12 Lakhs - 15%

12 Lakhs - 15 Lakhs - 20%
Above 15 Lakhs - 30%
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Assume the following two different cases to understand better.
Case A : Mr. Munusamy’s Net Income is Rs.6,50,000/-pa.

Tax calculations :
Tax Amount

Upto 3 Lakhs - Nil Rs. O

3 Lakhs - 6 lakhs - 5% Diff. between 6 L-3L=3L *5% = Rs.15,000

6 Lakhs - 9 Lakhs- 10% Balance for Rs.50,000*10% = Rs.5,000
Total Rs.20,000

Rebate Rs.-20,000

Rebate is applicable due to Net Income is less than 7 Lakhs.
Hence, Net Tax Liability = Rs.0/-
Income Tax = Rs.0/-

Case B : Mr.Munusamy’s Net Income is Rs.10,00,000/-pa

Tax calculations :

Tax Amount
Upto 3 Lakhs - Nil Rs. O
3 Lakhs - 6 lakhs - 5% Diff. between6L-3L=3L *5% = Rs.15,000
6 Lakhs - 9 Lakhs- 10% Diff. between 9L - 6L = 3L* 10% = Rs.30,000
9 Lakhs - 12 Lakhs - 15%Balance for Rs.1,00,000 * 15% = Rs.15,000

Net Tax Liability Rs.60,000

As Net Income exceeds 7 Lakhs, Rebate is not applicable. Hence,
Mr.Munusamy has to pay Rs.60,000/- as income tax.

Provisions regarding Advance Tax:

Advance tax is the payment of income tax in instalments during the
financial year, rather than a single payment at the end of the year.

Who is Liable to Pay Advance Tax?
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- Any individual whose estimated tax liability for the financial year exceeds
¥10,000 is required to pay advance tax.

Due Dates for Advance Tax Payments:
- Advance tax is typically paid in three instaliments:
o On or before 15th June: At least 15% of the total tax liability for the year.

o On or before 15th September: At least 45% of the total tax liability for
the year.

o On or before 15th December: At least 75% of the total tax liability for the
year.

o On or before 15th March: The remaining balance of the tax liability for
the year.

Consequences of Non-Payment or Underpayment of Advance Tax:

- Interest under Section 234B: If the total advance tax paid during the year
is less than 90% of the total tax liability, interest is charged under
Section 234B.

- Interest under Section 234C: Interest is charged under Section 234C if
any of the instalment payments are less than the specified percentages.

Key Objectives of Advance Tax:

- Smooth Cash Flow for the Government: Advance tax ensures a steady
stream of revenue for the government throughout the year.

- Reduced Tax Burden at Year-End: Paying taxes in installments helps
taxpayers manage their tax liabilities more effectively.

- Improved Tax Compliance: Advance tax encourages taxpayers to plan and
manage their tax obligations proactively.

TDS provisions and Rate:

TDS is a mechanism where tax is deducted at the source by the payer (e.g.,

employer, bank, etc.) and remitted to the government. This helps ensure

timely tax collection and compliance.

Types of Income Subject to TDS:
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- Salary: TDS is deducted by employers from employee salaries based on
the applicable tax slabs and deductions.

NEW TAX REGIME oL TA).( REGIME
TJotal Income

Total imcome (INR) Rate (%) | (INR) Rate (%)
Up to 2,550,000 NIL Up to 2,550,000 NIL
From 2,550,001 to 2,50,001 to
5,000,000 5 5,00,000 S
From 5,000,001 to 5,00,001 to
7.50,000 10 10,00,000 20
From 7,50,001 to Above
10,000,000 15 10,000,000 30
From 10,00,001 to
12,.50,000 20
From 12,550,001 to
15,000,000 25
‘Above 15,000,000 30

« Interest Income:

o Interest on bank deposits, fixed deposits, and other financial
instruments.

o Interest on securities (bonds, debentures).
- Rent: TDS is deducted by landlords on rent paid by tenants.

- Professional Fees: Deducted by clients on payments made to professionals
like doctors, lawyers, consultants, etc.

- Contract Payments: TDS is deducted on payments made to contractors for
various services.

- Other Income: TDS may be applicable on other forms of income, such as
dividends, commissions, and winnings from lotteries.

TDS Rates:

- TDS rates vary depending on the nature of income, the PAN status of the
payee, and other factors.

- For example:

o TDS on salary is deducted at the applicable slab rates based on the
employee's income.

o TDS on interest income from banks may vary depending on the interest
rate and the depositor's tax status.
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PAN to the deductor, TDS is deducted at a higher rate.

Responsibilities of the Deductor:

- Deduct TDS at the applicable rate.

- Deposit the TDS amount with the government within the specified time

limits.

- Issue a TDS certificate (Form 26AS) to the payee, indicating the amount

of TDS deducted and deposited.

3, it should be paid by the depositor.
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Consequences of Non-Compliance:

- Penalties: The deductor may be subject to penalties for non-compliance
with TDS obligations, such as late payment penalties or penalties for
incorrect TDS deductions.

- Interest: Interest may be levied on the amount of TDS that was not
deducted or not deposited on time.

- Disputes with the Tax Authorities: Non-compliance with TDS regulations
can lead to disputes with the income tax authorities.

Due Dates and Return for TDS:

Due Dates for TDS Deposit:

- General Rule: TDS deducted in a particular month must be deposited to
the government by the 7th day of the following month.

o For example, TDS deducted in July must be deposited by August 7th.

- Exception for March: TDS deducted in March must be deposited by April
30th of the following year.

Important Notes:

- These are general due dates. There might be specific variations depending
on the type of TDS and other factors.

- It is crucial to refer to the latest guidelines and circulars issued by the

Income Tax Department for the most up-to-date and accurate
information on TDS due dates.

56



TNSk~

T@T_g.nsan

INCOME TAX & GST

UNIT NO: 10

E-Filing of Income Tax for Individuals:

E-filing of Income Tax refers to the process of submitting your income

1.

tax returns (ITR) electronically through the internet. This method
has become increasingly popular due to its convenience, speed, and
accuracy. Here’'s a detailed explanation of e-filing of income tax for
individuals:

What is E-filing?

E-filing is the process of submitting your income tax return online

2.

through the official website of the tax authority, such as the Income

Tax Department of India (https://www.incometax.gov.in). It

eliminates the need for physical paperwork and allows taxpayers to
file their returns from anywhere at any time.

Who Needs to E-file?

In many countries, including India, e-filing is mandatory for certain

categories of taxpayers, such as:

- Individuals with income above a specified threshold.

- Individuals who are required to file an ITR due to specific financial
transactions (e.g., foreign assets, high-value transactions).

- Companies, firms, and other entities.

However, even if not mandatory, e-filing is encouraged for all taxpayers

due to its ease and efficiency.
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3. Steps for E-filing Income Tax for Individuals
Here’s a step-by-step guide to e-filing:
a) Gather Required Documents

- PAN (Permanent Account Number).

- Aadhaar (in India, linking PAN with Aadhaar is mandatory).

- Form 16 (provided by your employer, if salaried).

- Bank statements, interest certificates, and other financial documents.

- Details of investments eligible for deductions (e.g., under Section 80C,
80D).

b) Register on the Income Tax Portal

- Visit the official income tax e-filing website

(https://www.incometax.gov.in).

- Register using your PAN, which serves as your user ID.

c) Choose the Correct ITR Form
- Select the appropriate ITR form based on your income sources (e.g., ITR-
1 for salaried individuals, ITR-2 for income from capital gains, etc.).

d) Fill in the Details
- Enter personal information, income details, deductions, and tax payments.
- Pre-fill options are available to auto-populate some details like salary,
TDS, etc.

e) Compute Tax Liability
- The portal will calculate your tax liability based on the information
provided.
- Pay any additional tax due, if applicable.
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f) Verify the Return
- After filling in the details, verify the return using one of the following
methods:
o E-Verification (OTP via Aadhaar or net banking).
o Sending a signhed physical copy of ITR-V to the Centralized
Processing Center (CPC).

g) Submit the Return
- Once verified, submit the return. You will receive an acknowledgment
(ITR-V) via email.

4. Benefits of E-filing

- Convenience: File returns from anywhere at any time.

- Faster Processing: E-filed returns are processed quicker than paper
returns.

- Accuracy: Built-in validations reduce errors.

- Eco-friendly: Reduces paper usage.

- Secure: Encrypted data ensures privacy and security.

5. Important Points to Remember

- Deadlines: Ensure you file your return before the due date (usually July
31 for individuals in India, unless extended).
- Penalties: Late filing may attract penalties and interest.
- Refunds: E-filing speeds up the processing of tax refunds.
- Digital Signature: If you have a digital signature certificate (DSC), you
can use it to sign your return electronically.
6. Common Mistakes to Avoid

« Incorrect PAN or personal details.

« Not reporting all sources of income.

- Failing to verify the return after submission.
- Choosing the wrong ITR form.

E-filing of income tax is a simple and efficient way for individuals to comply
with tax regulations. It ensures transparency, reduces errors, and speeds up
the processing of returns and refunds. Always keep your documents ready
and double-check the information before submitting your return.

E-filing of Income tax for firm in India:
E-filing of Income Tax for Firms in India

E-filing of income tax for firms in India refers to the process of
submitting income tax returns electronically through the Income

59



TNSk~ P

Tax Department’s official portal. This method is mandatory for firms
and ensures compliance with tax regulations in a streamlined and
efficient manner. Below is a detailed explanation of e-filing for firms:

1. What is E-filing for Firms?

E-filing is the online submission of income tax returns (ITR) by firms,
including partnerships, LLPs (Limited Liability Partnerships), and
other business entities. It eliminates the need for physical
paperwork and allows firms to file their returns securely and
conveniently.

2. Who Needs to E-file?
In India, e-filing is mandatory for firms, including:

- Partnership Firms

- Limited Liability Partnerships (LLPs)

- Other business entities (if their turnover exceeds the specified threshold
or if they are required to get their accounts audited).

3. Steps for E-filing Income Tax for Firms
a) Gather Required Documents

« PAN of the firm

- Books of accounts (audited or unaudited, depending on turnover and legal
requirements)

- Audit Report (if applicable, in Form 3CA/3CB and 3CD)

- Bank statements

- Details of income, expenses, and deductions

- Form 16A (for TDS certificates, if applicable)

- Digital Signature Certificate (DSC) (mandatory for firms)

b) Register on the Income Tax Portal

- Visit the official e-filing portal: https://www.incometax.gov.in

- Register the firm using its PAN (Permanent Account Number).
c) Choose the Correct ITR Form

- Firms must select the appropriate ITR form based on their structure and
income sources:
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o ITR-5: For partnership firms, LLPs, and other business entities.
o ITR-6: For companies (except those claiming exemption under
Section 11).

c) Fill in the Details

- Enter the firm's details, including:
o Income from business/profession
o Expenses and deductions
o Tax payments (advance tax, self-assessment tax, TDS)
o Audit details (if applicable)
- Use the pre-fill option to auto-populate details like TDS, advance tax, etc.

d) Compute Tax Liability

- The portal will calculate the tax liability based on the information
provided.
- Pay any additional tax due, if applicable.

e) Sign and Verify the Return

- Firms must sign the return using a Digital Signature Certificate (DSC).
- If DSC is not available, the return can be verified by sending a sighed
physical copy of ITR-V to the Centralized Processing Center (CPC).

f) Submit the Return

- Once verified, submit the return. An acknowledgment (ITR-V) will be
generated and sent to the registered email ID.

4. Benefits of E-filing for Firms
- Convenience: File returns from anywhere at any time.
- Faster Processing: E-filed returns are processed quicker than paper
returns.
- Accuracy: Built-in validations reduce errors.
- Transparency: Real-time tracking of return status.
- Eco-friendly: Reduces paper usage.
- Secure: Encrypted data ensures privacy and security.

5. Important Points to Remember

- Audit Requirements: Firms with a turnover exceeding %1 crore (or ¥50 lakh
for professionals) must get their accounts audited and file the audit report
along with the ITR.

« Due Dates:
o July 31: For firms not requiring audit.
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o September 30: For firms requiring audit.
- Penalties: Late filing may attract penalties and interest under Section
234F.
- Digital Signature: A DSC is mandatory for firms to sign and submit their
returns.

2. Common Mistakes to Avoid

- Incorrect PAN or firm details.

- Not reporting all sources of income.

- Failing to attach the audit report (if applicable).
- Choosing the wrong ITR form.

« Not verifying the return after submission.

3. Documents Required for E-filing

« PAN of the firm

- Audit report (if applicable)

- Bank statements

- Profit and loss statement

- Balance sheet

- TDS certificates (Form 16A)

- Digital Signature Certificate (DSC)

4. Audit Requirements for Firms

- Firms with a turnover exceeding %1 crore (or ¥50 lakh for professionals)
must get their accounts audited by a Chartered Accountant (CA).
« The audit report must be submitted in Form 3CA/3CB and Form 3CD.

5. Conclusion

E-filing of income tax for firms in India is a mandatory and efficient process
that ensures compliance with tax laws. It simplifies the filing process,
reduces errors, and speeds up the processing of returns. Firms must ensure
they meet all deadlines, maintain accurate records, and use a Digital
Signature Certificate (DSC) to sign and submit their returns. Always consult
a tax professional or Chartered Accountant (CA) for guidance on complex tax
matters.
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E-filing of Income from Salaries.

E-filing of Income from Salaries refers to the electronic submission of
your Income Tax Return (ITR) to the Income Tax Department of India
when your primary source of income is your salary.

Key Benefits:

- Convenience: File your return from anywhere with an internet connection.
- Speed: Faster processing and quicker refunds.

- Accuracy: Reduces the risk of errors.

- Security: Your data is encrypted and protected.

- Environmentally Friendly: Reduces paper usage.

Steps Involved:

1.Registration: Create an account on the Income Tax Department's e-filing
portal.

2.Choose the Correct ITR Form: For salaried individuals, the most common
ITR form is ITR-1.

3.Gather Necessary Information:

o Form 16: This document provides details of your salary income and TDS
deducted by your employer.

o Investment Proofs: Documents related to deductions under Section 80C
(like investments in PPF, EPF, etc.).

o Bank Account Details: For receiving refunds.

4.Fill the ITR Form: Enter your income details, deductions, and tax
calculations accurately.

5.Verify and Submit: Review your return for any errors and submit it
electronically.

6.Acknowledgement: You'll receive an acknowledgement number after
successful submission.

Important Points:

- Due Dates: File your return before the due date to avoid penalties.

- PAN and Aadhaar Linking: Ensure your PAN and Aadhaar are linked to
avoid issues.

- Tax Calculator: Use the tax calculator on the e-filing portal to estimate
your tax liability.

- Seek Professional Help: If you're unsure about any aspect of e-filing,
consult a tax professional.
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E-return for Income from Business or Profession.

E-return for Income from Business or Profession refers to the electronic
submission of your Income Tax Return (ITR) to the Income Tax
Department of India when your primary source of income is from running
a business or practicing a profession.

Key Benefits:

- Convenience: File your return from anywhere with an internet
connection.

- Speed: Faster processing and quicker refunds.

- Accuracy: Reduces the risk of errors.

- Security: Your data is encrypted and protected.

- Environmentally Friendly: Reduces paper usage.

Steps Involved:

1.Registration: Create an account on the Income Tax Department's e-filing
portal.

2.Choose the Correct ITR Form:

o For individuals and HUFs having income from business or profession, the
common ITR forms are ITR-3 and ITR-4.

o The specific form depends on factors like the type of business, turnover,
and other income sources.

3.Gather Necessary Information:

o Profit and Loss Statement: This document reflects your business's
income and expenses.

o Balance Sheet: This shows your business's financial position at the end
of the financial year.

o Audit Report (if applicable): If your business turnover exceeds the
specified limit, you'll need an audited financial statement.

o Investment Proofs: Documents related to deductions under Section 80C
(if applicable).

o Bank Account Details: For receiving refunds.

4.Fill the ITR Form: Enter your income details, deductions, and tax
calculations accurately.

5.Verify and Submit: Review your return for any errors and submit it
electronically.
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6.Acknowledgement: You'll receive an acknowledgement number after
successful submission.

Important Points:
- Due Dates: File your return before the due date to avoid penalties.

- PAN and Aadhaar Linking: Ensure your PAN and Aadhaar are linked to
avoid issues.

- Tax Audit: If applicable, ensure the tax audit report is prepared and
attached to the return.

- Seek Professional Help: If you're unsure about any aspect of e-filing,
consult a chartered accountant or tax professional.
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TDS returns in Income Tax:
What is TDS?

- Tax Deducted at Source (TDS) is a mechanism where the payer (e.g.,
employer, bank, client) deducts tax at the source before making certain
specified payments to the payee (e.g., employee, depositor, service
provider).

- This tax is then deposited with the government on behalf of the payee.

Who needs to file TDS Returns?

- Any person who is responsible for deducting tax at source under various
sections of the Income Tax Act, 1961. This includes:

Employers (for TDS on salaries)

Banks (for TDS on interest income)

Rent payers (for TDS on rent payments)

Clients (for TDS on professional fees, consultancy fees)

O 0O O O

Key Provisions:

- Deduction of TDS: TDS is deducted at the prescribed rates as per the
Income Tax Act.

- Deposit of TDS: The deducted TDS must be deposited with the government
within the specified time limits.

- Filing of TDS Returns: Deductor needs to file TDS returns electronically
with the Income Tax Department within the prescribed time limits.
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- Forms for TDS Returns: Different forms are used for filing TDS returns
depending on the type of income and the nature of deduction. Some
common forms include:

o Form 26Q: For TDS on salary payments

o Form 26AS: Tax Credit Statement of the payee (reflects TDS deducted
and deposited)

- Due Dates: TDS returns must be filed within specific deadlines as per the
Income Tax Act.

- Penalties: Penalties are levied for late filing or non-filing of TDS returns.

Benefits of Filing TDS Returns:

- Ensures compliance with tax laws.

- Helps in accurate tax calculation and reduces tax disputes.

- Facilitates faster tax refunds for the payee.

- Maintains proper tax records.

Important Considerations:

- Accurate Record Keeping: Maintain accurate records of all TDS deductions
and deposits.

- Professional Assistance: Consult with a tax professional for guidance and
assistance in complex TDS matters.

Income Tax portal login and submit icon:
Income Tax Portal Login:
- Access the Portal: Go to the official Income Tax e-Filing portal.

- Enter User ID: Input your PAN in the "Enter User ID" textbox and click
"Continue."

- Authentication:
o Password: Enter your registered password and click "Continue."
o Aadhaar OTP: If you've enabled Aadhaar OTP authentication, enter the

OTP received on your registered mobile number.

- Dashboard: Upon successful login, you'll be redirected to your e-Filing
Dashboard.

Submit Icon:
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- The "Submit” icon is typically a button or link within the ITR filing form or
other relevant sections of the portal.

- It signifies the final step in submitting your information or action.

- Once you click "Submit," the system will process your request (e.g., file
your ITR, update your profile).

Key Points:

- Security: Always ensure you're on the official Income Tax Department
website to avoid phishing attempts.

- Strong Password: Use a strong and unique password for your e-Filing
account.

- Review Before Submitting: Carefully review all the information you've
entered before clicking "Submit" to avoid errors.

INCOME TAX & GST
UNIT NO: 11
Introduction about GST:
GST is known as the Goods and Services Tax. It is an indirect tax which has
replaced many indirect taxes in India such as the excise duty, VAT, services tax,

etc. The Goods and Service Tax Act was passed in the Parliament on 29th March
2017 and came into effect on 1st July 2017.

In other words, Goods and Service Tax (GST) is levied on the supply of goods and
services. Goods and Services Tax Law in India is a comprehensive, multi-stage,
destination-based tax that is levied on every value addition. After subsuming
majority indirect taxes, GST is a single domestic indirect tax law for the entire
country.

Before the Goods and Services Tax could be introduced, the structure of indirect
tax levy on goods in India was as follows:
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Structure of Indirect Taxes before GST

Buying Raw
Materials

VAT

Sale to

Manufacture : n
Wholesaler/ Warehousing

VAT + Excise Duty VAT

Final Sale to

Sale to Retailer
Consumer

VAT

Under the GST regime, the tax is levied at every point of sale. In the case of intra-
state sales, Central GST and State GST are charged. All the inter-state sales are
chargeable to the Integrated GST.

Now, let us understand the definition of Goods and Service Tax, as mentioned
above, in detail.
Multi-stage

An item goes through multiple change-of-hands along its supply chain: Starting
from manufacture until the final sale to the consumer.

Let us consider the following stages:

Purchase of raw materials
Production or manufacture
Warehousing of finished goods
Selling to wholesalers

Sale of the product to the retailers
Selling to the end consumers

Stages in Product Lifecycle

Buying Raw

N ret eanvrirvel e
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The Goods and Services Tax is levied on each of these stages making it a multi-
stage tax.

Value Addition

Value Addition under GST

= Vaiue additon Value caditon Value odditon
|| G =]
a
Flour & Sugar Biscuits Labe Branded
Siscuit
A manufacturer who makes biscuits buys flour, sugar and other material. The value of
the inputs increases when the sugar and flour are mixed and baked into biscuits.

The manufacturer then sells these biscuits to the warehousing agent who packs large

quantities of biscuits in cartons and labels it. This is another addition of value to the
biscuits. After this, the warehousing agent sells it to the retailer.
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The retailer packages the biscuits in smaller quantities and invests in the marketing of
the biscuits, thus increasing its value. GST is levied on these value additions, i.e. the
monetary value added at each stage to achieve the final sale to the end customer.

Destination-Based

Consider goods manufactured in Maharashtra and sold to the final consumer in
Karnataka. Since the Goods and Service Tax is levied at the point of consumption, the
entire tax revenue will go to Karnataka and not Maharashtra.

Different Rate Percentage of Tax applicable in GST for the year 2025?

The GST rates for goods and services in India are structured under four primary tax
slabs: 5%, 12%0, 18%, and 28%. Additionally, there are special rates for certain
goods and services, such as 0% for essential items and 0.25% or 3% for specific
categories like precious stones. However, GST rates are subject to change based on
decisions by the GST Council, and the rates for 2025 may differ depending on future
revisions.

Here’s a general overview of the GST rate structure as of 2025:

GST Tax Slabs (as of 2025):

1. 0% (Nil Rate):
o Essential items like fresh fruits, vegetables, milk, bread, flour, and certain
healthcare and educational services.

2. 5%:
o Common use items such as packaged food, tea, coffee, edible oil, and life-
saving drugs.
3. 12%:
o Processed foods, computers, mobile phones (in some cases), and certain
business services.
4. 18%:
o Most goods and services fall under this slab, including electronics, capital
goods, and services like IT, telecom, and financial services.
5. 28%:
o Luxury and sin goods such as automobiles, tobacco, aerated drinks, and
high-end consumer durables.
6. Special Rates:
o 0.25%: Rough precious and semi-precious stones.
o 39%o: Gold, silver, and precious metals.

GST Rate Changes for 2025:
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The GST rates for 2025 will depend on the recommendations of the GST Council, which
meets periodically to review and revise rates. Here are some possibilities based on
trends:

1. Rationalization of Tax Slabs:
o The GST Council has been discussing reducing the number of tax slabs
(currently 4 main slabs) to simplify the tax structure. This could lead to
merging the 12% and 18%o slabs into a single rate (e.g., 15%).

2. Inclusion of Exempted Items:
o Some items currently under the 0% slab (like unbranded food items) might
be brought under the 5% slab to broaden the tax base.

3. Luxury and Sin Goods:
o The 289%o slab may remain unchanged for luxury and sin goods, but some
items could be moved to lower slabs to boost consumption.

4. Digital Services and New Sectors:
o With the growth of the digital economy, new services or sectors might be
introduced under GST with specific rates.

5. Environmental Considerations:

o Higher GST rates might be imposed on environmentally harmful products
(e.g., plastics, non-recyclable goods) to discourage their use.

How to Stay Updated:
To know the exact GST rates applicable in 2025, you should:
1. Refer to the official GST Council announcements.

2. Check updates on the GST Portal (www.gst.gov.in).
3. Follow reliable news sources or consult a tax professional for the latest changes.

Architecture of GST:

The Goods and Services Tax (GST) is a comprehensive indirect tax system
implemented in many countries, including India, to streamline and unify the taxation
structure. The architecture of GST refers to its design, structure, and the framework
that governs its implementation. Below is an explanation of the architecture of
GST:

1. Dual GST Model
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Central GST (CGST): Levied by the Central Government on intra-state supplies
(within a state).

State GST (SGST): Levied by the State Government on intra-state supplies.

Integrated GST (IGST): Levied by the Central Government on inter-state
supplies (between states) and imports. The revenue is shared between the Central
and State Governments.

2. GST Council

The GST Council is the governing body responsible for making decisions on GST
rates, exemptions, thresholds, and other policies.

It consists of:
o The Union Finance Minister (Chairperson).
o The Union Minister of State for Finance.
o Finance Ministers of all states.

Decisions are made by a majority vote, with the Central Government having 1/3rd
weightage and the states having 2/3rd weightage.

2. Tax Structure

Multi-Rate System: GST is levied at multiple rates (e.g., 5%, 12%, 18%, 28%)
depending on the type of goods or services.

Exemptions: Certain essential goods and services are exempt from GST (e.g.,
fresh vegetables, milk, education, healthcare).

Compensation Cess: An additional tax is levied on luxury and sin goods (e.g.,
tobacco, aerated drinks) to compensate states for revenue loss during the
transition to GST.

3. Input Tax Credit (ITC)

GST allows businesses to claim credit for taxes paid on inputs (raw materials,
services, etc.) against the tax liability on output (final product or service).

This prevents the cascading effect of taxes (tax on tax) and ensures transparency.

4. Threshold Limits

Small businesses with an annual turnover below a specified threshold (e.g., 340
lakh for goods and %20 lakh for services in India) are exempt from GST registration.
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Composition Scheme: Small taxpayers with a turnover below 1.5 crore (%75 lakh
for some states) can opt for a simplified tax scheme with lower compliance
requirements.

5. Technology-Driven System

GST Network (GSTN): A technology platform that manages the IT infrastructure
for GST implementation.
o Handles registration, return filing, tax payments, and refunds.
o Ensures seamless flow of information between taxpayers, states, and the
Central Government.

GST Portal: A unified online portal for taxpayers to file returns, make payments,
and access compliance-related services.

6. Compliance and Returns

GST requires regular filing of returns, including:
o GSTR-1 (Outward supplies).
o GSTR-3B (Summary return).
o GSTR-9 (Annual return).

The system ensures real-time tracking of transactions and reduces tax evasion.

7. Inter-State Transactions

IGST is levied on inter-state transactions, and the revenue is shared between the
Central and State Governments.

The destination principle ensures that the tax revenue goes to the state where the
goods or services are consumed.

8. Anti-Profiteering Measures

Businesses are required to pass on the benefits of reduced tax rates or input tax
credits to consumers.
Anti-profiteering authorities ensure compliance with this provision.

9. International Trade

Exports: Zero-rated (no GST is charged on exports).
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Imports: IGST is levied on imports, ensuring a level playing field for domestic and
foreign goods.

Summary of GST Architecture:

Component Description
Dual GST Model CG_ST, SGST, and IGST for intra-state and
inter-state transactions.

GST Council Decision-making body for GST policies.

Multi-rate system with exemptions and
compensation cess.

Credit for taxes paid on inputs to avoid
cascading effect.

Tax Structure

Input Tax Credit

Threshold Limits Exemption;_ for small businesses and
composition scheme.

Technology-Driven GSTN and GST Portal for seamless compliance.

Compliance Regular filing of returns and real-time tracking.

Inter-State IGST and destination principle for revenue

Transactions sharing.

Anti-Profiteering Ensures benefits of GST are passed to
consumers.

International Trade Zero-rated exports and IGST on imports.

This architecture ensures a unified, transparent, and efficient tax system that eliminates
multiple layers of taxation and promotes ease of doing business.

Objective of GST:

To achieve the ideology of ‘One Nation, One Tax’
To subsume a majority of the indirect taxes in India
To eliminate the cascading effect of taxes

To curb tax evasion

To increase the taxpayer base

Online procedures for ease of doing business

An improved logistics and distribution system

® N Uk LD

To promote competitive pricing and increase consumption

Advantages of GST
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GST has mainly removed the cascading effect on the sale of goods and services.
Removal of the cascading effect has impacted the cost of goods. Since the GST regime
eliminates the tax on tax, the cost of goods decreases.

Also, GST is mainly technologically driven. All the activities like registration, return
filing, application for refund and response to notice needs to be done online on the GST
portal, which accelerates the processes.

Challenges of GST:

Increased Compliance Burden for Small Businesses: Small and medium-sized
enterprises (SMEs) have faced challenges in adapting to the GST system,
particularly with the complex online filing requirements and the need for

technological upgrades.

Complexity of Tax Filing: While GST aims to simplify taxation, the actual process
of filing returns and complying with various rules can still be complex, especially
for businesses operating in multiple states.

Higher Tax Rates on Some Goods: Some goods and services have become more
expensive under GST due to higher tax rates compared to the previous tax regime.

This has affected consumer spending in certain sectors.

Technical Glitches in the GST Portal: The GST Network (GSTN) portal has faced
technical issues and glitches, causing difficulties for taxpayers in filing returns and

making payments.

Transitional Challenges: The initial implementation of GST faced several
challenges, including confusion among businesses about the new rules and
procedures, leading to disruptions in trade and commerce.

Overall, GST is a significant tax reform that has brought several benefits to the Indian

economy. However, it has also faced challenges in implementation and compliance,
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particularly for small businesses. The government is continuously working to address

these challenges and make GST a more efficient and effective tax system.

Forward Charge Mechanism :

In the context of Goods and Services Tax (GST), Forward Charge refers to the normal
mechanism of tax payment where the supplier of goods or services is responsible
for collecting GST from the recipient (customer) and remitting it to the government.

This is the most common method of tax collection under GST.

Key Features of Forward Charge:

1. Supplier's Responsibility:
o The supplier charges GST on the invoice issued to the recipient.
o The supplier is liable to pay the collected GST to the government.
2. Input Tax Credit (ITC):
o The recipient (buyer) can claim Input Tax Credit (ITC) for the GST paid on
the purchase, provided they are eligible and comply with GST rules.
3. Applicability:
o Forward charge applies to most regular transactions under GST unless
specified otherwise (e.g., reverse charge mechanism).
4. Time of Payment:
o The supplier must pay the GST collected during a tax period (monthly or
quarterly) while filing their GST returns (GSTR-3B).

Example of Forward Charge:

A manufacturer sells goods worth ¥1,00,000 to a retailer and charges 18% GST
(%18,000).

The manufacturer issues an invoice for ¥1,18,000 (including GST).

The manufacturer pays 318,000 to the government.

The retailer can claim 18,000 as Input Tax Credit (ITC) if eligible.
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Contrast with Reverse Charge:

Under the Reverse Charge Mechanism (RCM), the recipient of goods or services
is liable to pay GST directly to the government instead of the supplier.

In summary, Forward Charge is the standard method of GST collection where the supplier

collects and remits the tax, while the recipient claims ITC for the tax paid.

Reverse Charge Mechanism in GST:

The Reverse Charge Mechanism (RCM) under Goods and Services Tax (GST) is a
system where the recipient (buyer) of goods or services is liable to pay the GST to the
government instead of the supplier. This mechanism shifts the responsibility of tax

payment from the supplier to the recipient. RCM is applicable in specific cases as notified
by the government.

Key Features of Reverse Charge Mechanism (RCM):
1. Recipient's Responsibility:
o The recipient of goods or services is required to pay the GST directly to the
government.

o The supplier does not charge GST on the invoice issued to the recipient.

2. Input Tax Credit (ITC):
o The recipient can claim Input Tax Credit (ITC) for the GST paid under RCM,
provided they are eligible and comply with GST rules.

3. Applicability:
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o RCM applies only in specific situations, such as:
» Purchase of goods or services from an unregistered supplier.
« Certain notified goods or services (e.g., import of services, goods
transport agency services, etc.).
« Transactions involving specific categories of suppliers or recipients.

4. Time of Payment:
o The recipient must pay the GST under RCM while filing their GST returns

(GSTR-3B).

5. Compliance:
o The recipient must issue a payment voucher instead of a tax invoice for
transactions under RCM.
o The recipient must self-invoice for purchases from an unregistered supplier.

Example of Reverse Charge Mechanism:
A business purchases services worth 50,000 from an unregistered service
provider.
Since the supplier is unregistered, the recipient is liable to pay GST under RCM.
If the GST rate is 18%, the recipient pays 39,000 as GST to the government.
The recipient can claim 9,000 as Input Tax Credit (ITC) if eligible.
Situations Where RCM Applies:
1. Purchase from Unregistered Supplier:
o If a registered business purchases goods or services from an unregistered

supplier, the recipient must pay GST under RCM.

2. Notified Goods and Services:
o The government has specified certain goods and services where RCM applies,
such as:
» Goods Transport Agency (GTA) services.

« Import of services.
» Services provided by advocates or directors to a company.
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3. Import of Services:

o If a business imports services from outside India, the recipient is liable to
pay GST under RCM.
Contrast with Forward Charge:

Under Forward Charge, the supplier collects and pays GST to the government.
Under Reverse Charge, the recipient pays GST directly to the government.
Importance of RCM:

RCM ensures tax compliance in cases where the supplier may not be liable to pay
GST (e.g., unregistered suppliers).

It helps prevent tax evasion and broadens the tax base.

In summary, the Reverse Charge Mechanism (RCM) shifts the responsibility of GST
payment from the supplier to the recipient in specific cases, ensuring tax compliance and

preventing revenue leakage.

GST Law and Rules:

The Goods and Services Tax (GST) in India is governed by a set of laws and rules that
provide the framework for its implementation and operation. These laws and rules cover
various aspects of GST, including levy, collection, registration, input tax credit, returns,
and more. Here's a breakdown of the key components:

1. GST Acts:

These are the primary legislations that lay the foundation for GST in India. There are four
main GST Acts:

Central Goods and Services Tax Act, 2017 (CGST Act): This Act governs the levy and
collection of GST on intra-state supplies of goods and services by the Central

Government.

Integrated Goods and Services Tax Act, 2017 (IGST Act): This Act governs the levy and

collection of GST on inter-state supplies of goods and services.
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State Goods and Services Tax Act, 2017 (SGST Act): Each state in India has its own SGST
Act, which governs the levy and collection of GST on intra-state supplies of goods and
services by the State Government.

Union Territory Goods and Services Tax Act, 2017 (UTGST Act): This Act governs the

levy and collection of GST in Union Territories.

2. GST Rules:

These are detailed rules framed under the GST Acts to provide specific procedures and

guidelines for various aspects of GST compliance. They cover topics such as:

Registration: Procedures for obtaining GST registration, including eligibility criteria,
documents required, and online application process.

Tax Invoices: Rules regarding the issuance of tax invoices, including format, content,
and mandatory fields.

Input Tax Credit: Rules for availing input tax credit, including eligibility criteria,
conditions, and restrictions.

Returns: Procedures for filing GST returns, including different types of returns, due

dates, and forms to be used.

E-way Bills: Rules for generating and using e-way bills for the movement of goods.

E-invoicing: Rules for generating electronic invoices for specified taxpayers.

Refunds: Procedures for claiming GST refunds, including eligibility criteria and

application process.

3. Notifications and Circulars:
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The Central Board of Indirect Taxes and Customs (CBIC) issues notifications and circulars

from time to time to clarify provisions of the GST laws and rules, provide guidance on

specific issues, and make amendments or updates.

4. GST Council:

The GST Council is a constitutional body responsible for making recommendations on
various aspects of GST, including tax rates, exemptions, and rules. The
recommendations of the GST Council are generally implemented by the Central and State

Governments.

Key Aspects Covered by GST Laws and Rules:

Scope of Supply: Defines what constitutes a "supply" of goods or services for the purpose
of GST levy.

Time of Supply: Determines the point in time when a supply is deemed to have taken

place, which is crucial for determining tax liability.

Place of Supply: Determines the location where a supply is deemed to have been made,

which is important for determining whether it is an intra-state or inter-state supply.

Valuation: Provides rules for determining the value of goods or services for the purpose
of levying GST.

Exemptions: Specifies goods and services that are exempt from GST.
Composition Scheme: Provides an option for small taxpayers to pay a simplified tax at

a flat rate.

Tax Rates: Specifies the GST rates applicable to different goods and services.
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Understanding the GST laws and rules is crucial for businesses to ensure compliance and

avoid penalties. It is advisable to stay updated on the latest amendments and

notifications issued by the government.

GST Counsel and what are their authorities?

The GST Council is a crucial body in India's Goods and Services Tax (GST) regime.
It's a federal body, meaning it includes representatives from both the central and
state governments. Here's a breakdown of who they are and their authorities:

Who are the GST Council Members?
The GST Council is composed of the following members:

Union Finance Minister: The Chairperson of the Council. Currently, this is Smt.
Nirmala Sitharaman.

Union Minister of State (Finance): A member of the Council.

Ministers of Finance or Taxation: Each state government nominates a minister,
usually the finance minister or a minister in charge of taxation, to represent them
on the Council.

What are their Authorities?

The GST Council is the key decision-making body for GST in India. Their primary
responsibility is to make recommendations to the Central and State
Governments on various aspects of GST. These recommendations carry
significant weight and are usually implemented. Here's a summary of their
key authorities:

Tax Rates: The Council decides the GST rates for different goods and services.

They have the authority to set multiple rates based on the nature of the
items.

Exemptions: The Council determines which goods and services should be exempt
from GST.
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Threshold Limits: They recommend the threshold limit of turnover below which
businesses are exempt from GST registration.

GST Laws and Rules: The Council plays a crucial role in formulating and amending
GST laws, rules, and regulations.

Place of Supply: They decide on the principles for determining the "place of supply"
of goods and services, which is essential for deciding whether a transaction is intra-
state or inter-state.

Special Provisions: The Council can recommend special provisions for certain states
or during natural calamities or disasters.

Dispute Resolution: The Council also plays a role in resolving disputes between the
central and state governments related to GST.

Key Points about the GST Council:

Constitutional Body: The GST Council is a constitutional body, established under
Article 279A of the Indian Constitution.

Cooperative Federalism: It embodies the principle of cooperative federalism, where
the central and state governments work together on important tax matters.

Decision Making: Decisions in the GST Council are generally taken by a three-
fourth majority of the weighted votes of the members present and voting.

Meetings: The GST Council meets regularly to discuss and decide on GST-related
issues.

In essence, the GST Council is the central body that shapes the GST landscape in India.
They have broad authority to make recommendations on all key aspects of GST, ensuring
a unified and efficient indirect tax system across the country.

SAMPLE TAX INVOICE

Tax Involce

LN fef 10406092800 26 3€ 298 16dc eI 5256495 T5c 6.
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Ack No 1201003656330

Acr Cate 21-Dec-30

84



NSk~

dpwm sdpavl

Sample Payment Voucher for the case of RCM

XYZLTD
Address....
GSTIN
Payment Voucher

Details of supplier of poods/ services Ploce of Supply
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INCOME TAX & GST
UNIT NO: 12

Supply in the eye of GST:

In the context of GST (Goods and Services Tax), "supply" is a very broad term that
essentially means any transaction involving goods or services that is subject to GST. It's
the taxable event that triggers GST liability.

Here's a breakdown of what "supply" means in GST:

1. Wide Scope:

"Supply" includes all forms of supply of goods or services or both, such as sale,
transfer, barter, exchange, license, rental, lease, or disposal made or agreed to be
made for a consideration ! in the course or furtherance of 2 business.

1. indiankanoon.org

2.indiankanoon.org

3. taxguru.in

It also includes import of services for a consideration, whether or not in the course
or furtherance of business.

Certain activities are treated as supply even without consideration, as specified in
Schedule I of the CGST Act.

2. Key Elements of Supply:

Goods or Services: The transaction must involve either goods or services or both.

Consideration: Usually, there needs to be some form of payment or exchange of
value (consideration) for the supply to be considered a taxable event. However,
there are exceptions where supply is deemed to occur even without consideration
(e.g., certain transactions between related parties).

In the Course or Furtherance of Business: The supply should be made in the
course or furtherance of business. This means that personal transactions are
generally not considered as supply under GST.
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3. Examples of Supply:

Selling goods to a customer

Providing a service (e.g., consulting, repairs, transportation)
Renting out property

Leasing equipment

Exchanging goods or services (barter)

4. Important Considerations:

Time of Supply: GST laws define the "time of supply,” which determines when
the supply is deemed to have taken place. This is crucial for determining when the
GST is payable.

Place of Supply: The "place of supply" determines where the supply is deemed
to have been made. This is important for deciding whether the transaction is an
intra-state (within the same state) or inter-state (between different states) supply.

Exemptions: Certain goods and services are exempt from GST. These are not
considered "supply" for the purpose of GST.

In essence, "supply" under GST is a comprehensive term that covers a
wide range of commercial transactions. It's the event that triggers GST
liability, and understanding its meaning is essential for businesses to
comply with GST regulations.
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Exemptions from GST:

In India's Goods and Services Tax (GST) regime, certain goods and services are
exempt from GST. This means that no GST is levied on these items, making them
more affordable and accessible. Here's a breakdown of the categories and some
examples:

Categories of Exemptions:

Essential Goods: Items of basic necessity are often exempt to ensure affordability
for everyone.

Basic Services: Essential services like healthcare and education are usually exempt
to make them accessible to all.

Agricultural Produce and Related Services: To support the agricultural sector, many
agricultural inputs and outputs are exempt.

Small Businesses and Artisans: To encourage small-scale businesses and
traditional crafts, certain goods made by them are exempt.

Government and Diplomatic Services: Services provided by the government and
foreign diplomatic missions are often exempt.

Religious and Charitable Services: Services related to religious ceremonies and
charitable activities are generally exempt.

Examples of Exempt Goods:

Food Items: Cereals, fresh fruits and vegetables, milk, eggs, unprocessed meat
and fish, bread, salt, etc.
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Raw Materials: Raw silk, raw wool, khadi fabric, cotton used for khadi yarn, raw
jute fiber, etc.

Tools and Instruments: Hand tools used by farmers, hearing aids, aids for
physically challenged people, etc.

Books and Educational Materials: Books, newspapers, journals, maps, etc.
Other Essentials: Human blood, contraceptives, earthen pots, pooja items, etc.

Examples of Exempt Services:
Agricultural Services: Services related to cultivation, harvesting, supply of farm

labor, etc.

Transportation Services: Transportation of passengers by road (except by
transport agencies), transportation of goods by road (under certain conditions),
etc.

Healthcare Services: Services provided by hospitals, clinics, doctors, etc. (except
for cosmetic surgeries in some cases)

Educational Services: Services provided by schools, colleges, and educational
institutions.

Government Services: Services provided by the government (with some
exceptions like postal services).

Financial Services: Certain banking services, services by RBI, etc.
Important Points:

The list of exemptions can be updated by the government from time to time.

Some exemptions are conditional, meaning they apply only under specific
circumstances.

It's crucial for businesses to stay updated on the latest GST exemptions to ensure
compliance.

Where to Find the Complete List:

The official GST website of the Central Board of Indirect Taxes and Customs (CBIC)
provides the most up-to-date list of GST exemptions.

You can also refer to resources like tax advisory websites and publications for
detailed information.

By providing exemptions, the government aims to:

Make essential goods and services affordable.
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Support key sectors of the economy.
Promote social welfare and charitable activities.
Reduce the burden on small businesses and individuals.

Time and Value of Supply in GST:

In the context of GST (Goods and Services Tax), "time of supply" and "value of
supply" are crucial concepts that determine when and how GST is levied on a
transaction. Let's break them down:

Time of Supply

The "time of supply" refers to the specific point in time when a supply of goods or
services is deemed to have taken place. This is important because it determines:

When the GST liability arises: The supplier becomes liable to pay GST on the
supply at the time of supply.

When the buyer can claim input tax credit (ITC): The buyer can generally
claim ITC on the GST paid for the supply only after the time of supply.

Determining the Time of Supply
The time of supply is determined based on various factors, including:
Type of supply: Whether it is a supply of goods or services.

Whether an invoice is issued: The date of invoice issuance plays a key role.

Whether payment is received: The date of receipt of payment can also be a
factor.

Reverse charge mechanism: In some cases, the recipient of the supply is liable
to pay GST (reverse charge). The time of supply rules are different for such
supplies.

General Principles for Time of Supply

Goods: The time of supply is usually the earliest of the following:
o Date of invoice issuance.
o Last date by which the invoice should have been issued.
o Date of receipt of payment.

O

Services: The time of supply is usually the earliest of the following:
o Date of invoice issuance.
o Date of receipt of payment.
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o Date of provision of service (if the invoice is not issued within a specified
period).

Value of Supply

The "value of supply" is the monetary value on which GST is calculated. It is the
transaction value, which is the actual price paid or payable for the goods or
services. However, certain inclusions and exclusions are made to arrive at the
taxable value.

Inclusions in Value of Supply

Any taxes (other than GST) and duties levied on the supply.
Incidental expenses like packing, forwarding, and insurance.
Commission and brokerage.

Any other charges related to the supply.

Exclusions from Value of Supply
Discounts given at or before the time of supply.
Value of goods or services supplied free of cost as samples.

Importance of Time and Value of Supply

Accurate tax calculation: Correct determination of time and value of supply is
essential for calculating the correct GST amount.

Compliance: Businesses need to adhere to the time and value of supply rules to
comply with GST regulations and avoid penalties.

Input tax credit: The buyer can claim ITC based on the time of supply and the
value of supply mentioned in the tax invoice.

In summary, "time of supply” determines when GST is payable, while
"value of supply" determines the amount on which GST is calculated. Both
these concepts are crucial for accurate GST compliance and tax
management.
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Input Tax Credit (ITC) and it’'s importance:

In the Goods and Services Tax (GST) system, Input Tax Credit (ITC) is a
mechanism that allows businesses to reduce their tax liability by claiming credit
for the GST they've already paid on their purchases.

Here's a breakdown of what ITC means and why it's important:
What is Input Tax Credit (ITC)?

Imagine you're a manufacturer. You buy raw materials and pay GST on those
purchases. When you manufacture goods using those materials and sell them, you
also collect GST from your customers. ITC allows you to use the GST you paid on
your raw materials to offset the GST you collect from your customers. This way,
you're only paying tax on the "value added" by your manufacturing process, not
on the entire value of the final product.

How does ITC work?

1. You pay GST on your purchases: When you buy goods or services for your
business, you pay GST to the supplier. This GST is your "input tax."

2. You collect GST on your sales: When you sell your goods or services to your
customers, you collect GST from them. This is your "output tax."

4. You claim ITC: You can claim ITC on the input tax you paid, which reduces your
output tax liability.

5. You pay the net GST: You pay the government the difference between your
output tax and the ITC you claimed.

Example:

You buy raw materials for 10,000 and pay 1,800 as GST.

You manufacture goods and sell them for 20,000, collecting 33,600 as GST.
You can claim ITC of 1,800 (GST paid on raw materials).

Your net GST payable is 1,800 (%X3,600 - %1,800).

Importance of ITC:

Reduces tax burden: ITC helps businesses avoid paying tax on taxes, reducing
their overall tax burden.

Prevents cascading effect: Without ITC, taxes would be levied on the value of
goods at each stage of the supply chain, leading to a "cascading effect" where the
final consumer pays tax on taxes already paid. ITC eliminates this.

Encourages tax compliance: ITC incentivizes businesses to register under GST
and issue proper invoices, as this is necessary to claim ITC.
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Improves competitiveness: By reducing the tax burden, ITC makes businesses
more competitive.

Facilitates trade: ITC promotes seamless flow of goods and services across
states, as businesses can claim credit for taxes paid in other states.

Key points to remember about ITC:

Eligibility: To claim ITC, you must be a GST-registered business and have valid
tax invoices for your purchases.

Conditions: There are certain conditions and restrictions on claiming ITC, such as
the goods or services must be used for business purposes.

Matching: The ITC you claim must match the information reported by your
supplier in their GST returns.

ITC is a crucial aspect of the GST system that benefits both businesses and the
economy as a whole. It simplifies taxation, reduces costs, and promotes efficiency
in the supply chain.
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INCOME TAX & GST

UNIT NO: 13
How to e-File GST?

GST e-filing involves submitting various returns and forms electronically through the
GST portal. Here's a general overview of the process:

1. Registration:
Ensure you have a valid GST Identification Number (GSTIN). If not, register on the
GST portal.

2. Login:
Visit the GST portal (www.gst.gov.in) and log in using your credentials.

3. Select the Return:
Navigate to the 'Services' tab, then 'Returns Dashboard'.
Choose the financial year and the filing period.
Select the specific GST return you need to file (e.g., GSTR-1, GSTR-3B).

4. Prepare the Return:
You can either prepare the return online or upload an offline utility.
Fill in the required details accurately, including invoice information, sales,
purchases, and tax liabilities.

5. Review and Submit:
Carefully review all the entered information.
Once you're satisfied, submit the return electronically.

6. Payment:

If there is any tax payable, make the payment online through net banking,
credit/debit cards, or UPI.

7. Acknowledgement:
After successful submission, you'll receive an acknowledgement with an ARN
(Application Reference Number).

Important Notes:

Different GST returns have specific due dates. Ensure you file them on time to
avoid penalties.

Keep all relevant documents and records handy while filing the return.
You can refer to the GST portal's help resources and FAQs for any assistance.

Consider using accounting software or consulting a tax professional for accurate
and timely GST filing.
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How to make payment for GST?

Paying GST involves a few key steps, and it can be done both online and offline. Here's
a breakdown:

1. Generate a Challan:

- A challan is essentially a payment form. You'll need to generate this on the GST
portal (www.gst.gov.in) by navigating to Services > Payments > Create
Challan.

Fill in the required details, including the amount you need to pay under different
tax heads (CGST, SGST, IGST, etc.).
Select your preferred payment mode (online or offline).

2. Choose a Payment Method:
Online:

o Net Banking: If you have a net banking account with a bank that's
integrated with the GST portal, this is a convenient option.

o Credit/Debit Cards: You can use your credit or debit card to make the
payment online.

o UPI: UPI-enabled apps like PhonePe, Google Pay, etc., can also be used for
GST payments.

Offline:

o Over the Counter (OTC): Generate the challan and then visit an authorized
bank branch with the challan and your payment (cash, cheque, or demand
draft) to make the payment.

o NEFT/RTGS: This involves transferring funds electronically from your bank
account to the GST account. You'll need to generate the challan and then use
your bank's NEFT/RTGS facility to make the transfer.

O
4. Make the Payment:

Online: Follow the instructions on the GST portal to complete the online payment
using your chosen method.

Offline: Visit the bank branch or initiate the NEFT/RTGS transfer as per your
chosen offline method.

4. Get Confirmation:

Online: Once the payment is successful, you'll receive a confirmation message
and a Challan Identification Number (CIN).

Offline: The bank will provide you with a receipt after you make the payment. For
NEFT/RTGS, you'll receive a Unique Transaction Number (UTR) which you'll need
to link with the challan on the GST portal.

Important Points:
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Due Dates: GST payments have specific due dates. Make sure you pay on time to
avoid penalties.

Accuracy: Ensure the details on the challan are accurate, especially the tax
amounts.

Records: Keep records of your GST payments, including the challan and payment
confirmation.

If you have any doubts or need further assistance, you can refer to the GST portal's help
resources or consult a tax professional.

How to get Refund from GST?
Claiming a GST refund can seem complex, but it's a structured process. Here's a
breakdown of how to get a refund from GST in India:

1. Determine Eligibility:

Excess Payment: You've paid more GST than you owed due to a mistake or
omission

Exports: You've exported goods or services and are eligible for a refund of the
input tax credit (ITC) you paid.

Inverted Duty Structure: Your input tax rates are higher than your output tax
rates, leading to accumulated ITC.

UN Agencies/Embassies: You're an eligible entity like a UN agency or embassy
that's entitled to a refund on purchases.

Provisional Assessment: Your provisional tax assessment has been finalized,
and you're due a refund.
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2. Gather Necessary Documents:

Form RFD-01: This is the application form for a GST refund.
Supporting Documents: These vary based on the reason for your refund claim.

Examples include:
o Invoices
o Export documents (shipping bills, etc.)
o Proof of tax payments
o CA certificate (in some cases)

File the Refund Application:
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Online: The GST portal is the primary way to file for a refund. You'll need to log in
and navigate to the refund section.

Form RFD-01: Fill out the form accurately and completely.
Upload Documents: Upload the required supporting documents.

Submit: Submit your application electronically.

3. Processing and Verification:
GST Authorities: The tax authorities will review your application and documents.
Scrutiny: They may ask for additional information or clarification.

Approval: If everything is in order, your refund will be approved.
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4. Refund Disbursement:

Electronic Transfer: The refund amount will be directly credited to your bank
account via NEFT, RTGS, or ECS.

Important Points:

Time Limit: You generally have 2 years from the "relevant date" to claim a refund.
This date varies depending on the reason for the refund.

Accuracy: Ensure all information and documents are accurate and complete to
avoid delays or rejection.

Tracking: You can track the status of your refund application on the GST
portal.

Professional Help: If you're unsure about any part of the process, consider
consulting a tax professional.

Key Changes and Updates

The GST refund process has been updated and streamlined over time. Stay
informed about the latest rules and regulations.

The government has introduced measures to make the refund process more
efficient and transparent.
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Remember: The specific requirements and procedures may vary depending on the
nature of your refund claim. Always refer to the official GST website and guidelines for
the most accurate and up-to-date information.

Sources and related content

GST Compliance and GST Audit:

GST compliance and GST audit are two important aspects of the Goods and Services Tax
(GST) system in India. Here's a breakdown of each:

GST Compliance

GST compliance refers to adhering to all the rules and regulations under the GST law. It
involves various activities that businesses need to undertake to ensure they are meeting
their GST obligations. Key aspects of GST compliance include:

Registration: Obtaining GST registration if your business meets the threshold
limit.

Invoicing: Issuing correct and valid tax invoices for all taxable supplies.

Returns Filing: Filing various GST returns (GSTR-1, GSTR-3B, GSTR-9, etc.)
within the due dates.

Tax Payment: Paying GST on time, including CGST, SGST, IGST, and cess, as
applicable.

Input Tax Credit (ITC) Management: Maintaining proper records of ITC claimed
and ensuring it is valid.

E-way Bills: Generating e-way bills for the movement of goods exceeding a
certain value.

Record Keeping: Maintaining accurate records of sales, purchases, stock, and
other relevant transactions.

GST Audit

A GST audit is an examination of the records, returns, and other documents maintained
by a taxable person to verify the correctness of:

Turnover declared
Taxes paid

Refunds claimed

Input tax credit availed
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The purpose of a GST audit is to ensure compliance with the provisions of the GST Act
and to identify any discrepancies or irregularities. GST audits can be conducted by:

Chartered Accountant or Cost Accountant: Businesses with an annual turnover

exceeding a specified limit are required to get their accounts audited by a CA or
CMA.

Tax Authorities: GST officers can also conduct audits to verify compliance.

Key Differences

Feature GST Compliance GST Audit
Ongoing process of adhering to Examination of records to verify
Nature :
GST rules compliance
Responsibility Business owners CA/CMA or Tax Authorities
Purpose To fulfill GST obligations go ensure compliance and identify
iscrepancies
. Periodic or as determined by
Frequency Regular and continuous .y
authorities

Importance of GST Compliance and Audit

Avoid Penalties: Non-compliance can lead to penalties and fines.

Maintain Transparency: Proper compliance and audits ensure transparency in
business operations.

Claim ITC: Accurate records and compliance help in availing eligible ITC.

Build Trust: Compliance and audits build trust with stakeholders and tax
authorities.

By understanding and fulfilling GST compliance requirements and cooperating with GST
audits, businesses can ensure smooth operations and avoid legal issues.
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INCOME TAX & GST
UNIT NO: 14
E-Way Billing and it's importance:

E-Way Bill is a digital document that is generated electronically on the GST portal for the
movement of goods exceeding ¥50,000 in value. It is essentially a waybill in electronic
format.

Key Components of an E-Way Bill:

Part A: Contains details like the consignor and consignee's GSTIN, invoice details,
description of goods, HSN code, and transportation details.

Part B: Contains transporter details like the vehicle number and the transporter's
ID.

Importance of E-Way Bill:

Tracking Movement of Goods: E-Way Bills help in tracking the movement of
goods across the country, ensuring that goods are being transported legally and
with proper documentation.

Preventing Tax Evasion: By mandating the generation of E-Way Bills for
specified goods, the government can keep a check on tax evasion and ensure
compliance with GST laws.

Streamlining Transportation: E-Way Bills have replaced the cumbersome
physical waybill system, making the movement of goods smoother and more
efficient.

Reducing Checkpoint Delays: Since E-Way Bills are generated electronically, it
reduces the time spent at checkpoints for verification, leading to faster transit
times.

Promoting Transparency: The electronic format of E-Way Bills brings
transparency to the transportation process, as all the details are readily available
to the tax authorities.

When is an E-Way Bill Required?

When the value of goods being transported exceeds ¥50,000.
For inter-state movement of goods.

In some cases, even for intra-state movement of goods (depending on state-
specific rules).
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For specific goods, even if the value is less than %¥50,000 (e.g., movement of
handicraft goods by an unregistered person).

Who Should Generate an E-Way Bill?

The consignor or the consignee, depending on who is causing the movement of
goods.

If neither the consignor nor the consignee generates the E-Way Bill, the transporter
is responsible for generating it.

In summary, E-Way Bills are an essential part of the GST regime, playing a
crucial role in tracking goods, preventing tax evasion, and streamlining the
transportation process.

How to generate an E-Way Bill?

Generating an E-Way Bill under GST involves a few steps on the GST portal. Here's a
breakdown:

1. Access the E-Way Bill Portal:
Go to the official E-Way Bill portal: https://ewaybill.nic.in/

2. Login:

You'll need your GSTIN (Goods and Services Tax Identification Number) and
password to log in. If you're a transporter, you'll use your transporter ID.

3. Choose the Transaction Type:
Select the appropriate transaction type:
o Outward: For the movement of goods from your business (consignor).
o Inward: For the movement of goods to your business (consignee).

4. Select the Document Type:

Choose the type of document related to the goods being transported (e.g., Invoice,
Delivery Challan, Bill of Supply).

5. Fill in the Details (Part A):
. Document Details: Enter the document number, date, and value.

Consignor and Consignee Details: Provide the GSTIN, name, and address of both
the consignor and consignee.

Item Details: Enter a detailed description of the goods, HSN code (Harmonized
System of Nomenclature), quantity, and value of each item. Be as precise as
possible.

Transportation Details: Select the mode of transport (road, rail, air, or ship). If by
road, you'll typically enter the approximate distance.
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6. Fill in Transporter Details (Part B):

This is where you provide information about the vehicle carrying the goods:
o Vehicle Number: Enter the registration number of the vehicle.
o Transporter ID (if applicable): If the transporter is different from you,
provide their transporter ID.

7. Generate the E-Way Bill:

After filling in all the required details, review the information carefully.
Click on the "Generate EWB" button.

8. Print or Save the E-Way Bill:

The E-Way Bill will be generated with a unique EWB number.

You can print the E-Way Bill or save it as a PDF for your records. It's important to
have a copy readily available during transportation.

Important Considerations:

Accuracy: Double-check all the information entered, especially the GSTINs, HSN
codes, and quantities. Errors can lead to penalties.

Validity: E-Way Bills have a validity period based on the distance to be traveled.
Make sure the goods reach their destination within the validity period. If not, you
may need to extend the validity.

Part B Update: The transporter (or whoever is responsible for the movement of
goods) needs to update Part B of the E-Way Bill with the actual vehicle details if
they differ from what was initially entered.

Cancellation: E-Way Bills can be canceled within a specified time frame if the goods
are not transported or the order is canceled.

Exemptions: Certain goods are exempt from E-Way Bill requirements. Refer to the
GST rules for the latest list of exemptions.

Troubleshooting:

If you face any issues while generating the E-Way Bill, refer to the help section on
the E-Way Bill portal or contact the GST helpline.

104



TNSk~ o)

By following these steps carefully, you can generate E-Way Bills correctly and ensure
smooth transportation of goods under the GST regime.
Sources and related content

How to login into GST Portal?

Logging into the GST portal (www.gst.gov.in) is a straightforward process. Here's a step-
by-step guide:

1.

Visit the GST Portal: Open your web browser and go to the official GST portal:
www.gst.gov.in

. Locate the Login Link: On the homepage, you'll find a 'Login' button, usually

located in the top right corner. Click on it.

. Enter Your Credentials: You'll be redirected to the login page. Here, you'll need

to enter the following:

o Username: This is your GSTIN (Goods and Services Tax Identification
Number). It's a 15-digit alphanumeric code.

o Password: The password you created during GST registration.
o Captcha Code: Enter the captcha code displayed on the screen. This is a

security measure to prevent automated logins. It's case-sensitive, so type it
exactly as shown.

. Click Login: After entering all the required information, click the 'Login' button.

. Successful Login: If your credentials are correct, you will be logged in and

redirected to your GST dashboard. This is where you can access various GST
services like filing returns, making payments, and viewing your account details.

Troubleshooting Login Issues:

Forgot Password: If you've forgotten your password, click on the 'Forgot
Password' link on the login page. You'll be guided through a process to reset your
password using either a registered mobile number or email address.

Incorrect Username/Password: Double-check that you are entering your
GSTIN and password correctly. Remember that the password is case-sensitive.
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Captcha Issues: If you're having trouble reading the captcha code, click on the
refresh button next to it to generate a new code.

Technical Issues: If you're still unable to log in, there might be a technical issue
with the GST portal. Try again later, or check for any announcements or updates
on the website. You could also try clearing your browser's cache and cookies.

Contact GST Helpdesk: If you've tried all the above steps and are still facing
issues, you can contact the GST helpdesk for assistance. Their contact details are
usually available on the GST portal.

By following these steps, you should be able to log in to the GST portal without any
problems. Remember to keep your GSTIN and password secure.

GST Return due dates and Tax Payments:

GST returns and tax payments have specific due dates to ensure timely compliance.
These dates can vary depending on the type of return and your business's turnover.
Here's a general overview:

GST Returns

GSTR-1 (Outward Supplies):

o Monthly: For taxpayers with an annual turnover exceeding %5 crore or those
who haven't opted for the QRMP scheme - 11th of the following month.

o Quarterly: For taxpayers under the QRMP scheme - 13th of the month
following the quarter.

GSTR-3B (Summary Return):

o Monthly: For taxpayers with an annual turnover exceeding %5 crore or those
who haven't opted for the QRMP scheme - 20th of the following month.

o Quarterly: For taxpayers under the QRMP scheme - 22nd or 24th of the
month following the quarter (depending on the state).

GSTR-9 (Annual Return): 31st December of the following financial year.
Tax Payments
Regular Taxpayers:

o Monthly self-assessment tax is due on the 20th of the following month.
Composition Taxpayers:

o Quarterly tax payment is due on the 18th of the month following the quarter.
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Important Notes:

QRMP Scheme: Small taxpayers with a turnover up to %5 crore can opt for the
Quarterly Return Monthly Payment (QRMP) scheme. This allows them to file GSTR-
1 quarterly but requires monthly tax payments.

Due Date Variations: The dates mentioned above are general guidelines. It's crucial
to check for any notifications or updates from the GST department, as due dates
can sometimes be extended or revised.

Late Fees: Late filing of GST returns or delayed tax payments can attract penalties
and interest.
Nil Returns: Even if there are no transactions in a particular period, you still need
to file a nil return to avoid penalties.

Where to find accurate and updated due dates:

GST Portal: The official GST portal (www.gst.gov.in) is the most reliable source for
information on due dates and any changes or extensions.

GST Calendar: You can find GST calendars on the GST portal and various tax
websites, providing a quick overview of upcoming deadlines.
Tax Professionals: Consulting a tax professional can help you stay updated on due
dates and ensure timely compliance.
Key takeaway:
Staying on top of GST return due dates and tax payment deadlines is crucial for avoiding
penalties and maintaining a good compliance record. Always refer to official sources for

the latest information and consider setting reminders to ensure timely filing and
payments.
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INCOME TAX & GST

UNIT NO: 15
Practical issues that may arise from Income Tax and GST:

Both Income Tax and GST are significant tax systems in India, and while they are
designed to work in conjunction, certain issues can arise due to their interaction
or independent operation. Here are some common issues:

Issues Related to Income Tax:

Tax Evasion/Avoidance: Some taxpayers may attempt to underreport income or
claim false deductions to reduce their income tax liability. This is a persistent
challenge.

Complex Regulations: The Income Tax laws can be complex, making it difficult for
some taxpayers to understand and comply with the rules, leading to unintentional
non-compliance.

Disputes and Litigation: Disagreements between taxpayers and the Income Tax
Department regarding assessments, refunds, or penalties can lead to lengthy and
costly disputes.

Delayed Refunds: Sometimes, refunds due to taxpayers are delayed, causing
financial inconvenience.

Inadequate Infrastructure: In some areas, the infrastructure for filing returns and
processing refunds may be inadequate, leading to delays and difficulties for
taxpayers.

Issues Related to GST:

Compliance Burden: GST involves multiple compliances, including registration,
filing returns, and generating e-way bills.

This can be a burden, especially for small businesses.

Technical Glitches: The GST portal has sometimes faced technical glitches, causing
difficulties in filing returns or generating e-way bills.

Input Tax Credit (ITC) Mismatches: Mismatches in ITC claims between suppliers
and recipients can lead to delays in refunds or disputes. This is a significant area
of concern.

Classification Issues: Determining the correct HSN code and GST rate for certain
goods or services can be challenging, leading to disputes.
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Refund Delays: Delays in GST refunds, especially in cases of exports or inverted
duty structure, can affect businesses' working capital.

Issues Arising from the Interaction of Income Tax and GST:

Reconciliation Challenges: Businesses need to reconcile their sales and purchase
data between Income Tax returns and GST returns. Differences in reporting can
lead to scrutiny from tax authorities.

Valuation Differences: Differences in the valuation of goods or services for Income
Tax and GST purposes can create complexities.

Audits and Assessments: Businesses may face multiple audits and assessments
from both Income Tax and GST authorities, which can be time-consuming and
resource-intensive.

Data Sharing and Coordination: While data sharing between the two departments
is intended to improve compliance, there can be challenges in effective
coordination and data integration.

General Issues:

Lack of Awareness: Many taxpayers, especially small businesses, may lack
awareness of the specific provisions of both Income Tax and GST laws, leading to
unintentional non-compliance.

Changing Regulations: Frequent changes in tax laws and regulations can make it
difficult for taxpayers to stay updated and comply with the latest rules.

Addressing these issues requires a multi-pronged approach, including simplifying
tax laws, improving taxpayer education, strengthening the tax administration, and
leveraging technology to improve efficiency and reduce compliance burden.

How to resolve the issues that have arisen from Income Tax
and GST?

Resolving issues arising from Income Tax and GST requires a multi-pronged

approach involving taxpayers, tax authorities, and technology. Here's a breakdown
of potential solutions:
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For Taxpayers:

Enhanced Understanding: Taxpayers should strive to gain a better understanding
of both Income Tax and GST laws. This can be achieved through workshops, online
resources, and consultations with tax professionals.
Accurate Record Keeping: Maintaining accurate and organized records of income,
expenses, sales, and purchases is crucial. This will help in filing returns correctly
and reconciling data between Income Tax and GST.

Timely Filing and Payments: Filing returns and making tax payments on time can
help avoid penalties and scrutiny from tax authorities.

Reconciliation of Data: Regularly reconciling sales and purchase data between
Income Tax and GST returns can help identify and resolve discrepancies early on.

Professional Assistance: Consulting with qualified tax professionals can help
taxpayers navigate complex tax laws, ensure compliance, and resolve any issues
that may arise.

Leveraging Technology: Using accounting software and other technological tools
can automate tax calculations, simplify filing processes, and improve data
accuracy.

For Tax Authorities:

Simplification of Laws: Simplifying tax laws and regulations can make it easier for
taxpayers to understand and comply with the rules.

Improved Taxpayer Services: Providing better taxpayer services, such as online
resources, help desks, and quick resolution of queries, can improve compliance
and reduce disputes.

Strengthening IT Infrastructure: Investing in robust IT infrastructure can improve
the efficiency of tax administration, reduce technical glitches, and facilitate data
sharing between Income Tax and GST systems.

Effective Data Sharing and Coordination: Improving data sharing and coordination
between Income Tax and GST departments can help identify tax evasion and
improve compliance.

Capacity Building: Training tax officials on the latest tax laws and technologies can
improve their ability to address taxpayer issues effectively.

Transparency and Accountability: Ensuring transparency and accountability in tax
administration can build trust between taxpayers and tax authorities.

110



NSl P

Technological Solutions:

Integration of Tax Systems: Integrating Income Tax and GST systems can
streamline data sharing and reduce the compliance burden for taxpayers.

Automated Compliance Tools: Developing automated compliance tools can help
taxpayers calculate taxes, file returns, and reconcile data more easily.

Data Analytics: Using data analytics can help tax authorities identify patterns of
tax evasion and improve risk assessment.

E-governance Initiatives: Expanding e-governance initiatives can make tax filing
and other processes more convenient and efficient for taxpayers.

General Measures:

Taxpayer Education and Awareness: Conducting taxpayer education and
awareness programs can help taxpayers understand their rights and
responsibilities.

Grievance Redressal Mechanism: Establishing an effective grievance redressal
mechanism can help taxpayers resolve their issues quickly and efficiently.

Collaboration between Stakeholders: Collaboration between taxpayers, tax
professionals, and tax authorities can help identify and address systemic issues in
the tax system.

By implementing these measures, it is possible to address many of the issues that
arise from Income Tax and GST, improve tax compliance, and create a more
efficient and taxpayer-friendly tax system.
Present a real time scenario and application of GST:

Scenario:
Imagine a small business owner, Mrs. Sharma, who runs a textile shop in Jaipur,
Rajasthan. She purchases raw materials like cotton yarn and dyes from suppliers

in Gujarat and sells finished fabrics to customers within Rajasthan and also to some
exporters in other states.
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Application of GST:
1. Purchase of Raw Materials:

o Mrs. Sharma pays GST on the purchase of raw materials from Gujarat. This
is known as input tax.

o Since the purchase is from another state, she pays Integrated Goods and
Services Tax (IGST).
2. Sale of Fabrics within Rajasthan:

o When Mrs. Sharma sells fabrics to customers within Rajasthan, she charges
them GST. This is known as output tax.

o For intra-state sales, she collects both Central Goods and Services Tax
(CGST) and State Goods and Services Tax (SGST)

3. Export of Fabrics:
o When Mrs. Sharma exports fabrics to other states, she charges IGST.
o Exports are generally zero-rated under GST, meaning she can claim a
refund of the IGST paid on the raw materials used for those exports.
4. Input Tax Credit:

o Mrs. Sharma can claim Input Tax Credit (ITC) for the GST paid on the
purchase of raw materials.

o This ITC can be used to offset her output tax liability, reducing the amount
of GST she needs to pay to the government.
5. GST Returns:

o Mrs. Sharma needs to file GST returns, providing details of her sales and
purchases, and the GST collected and paid.

o This helps the government track transactions and ensure tax compliance.
Benefits of GST in this scenario:

Simplified Taxation: GST has replaced multiple indirect taxes, making it easier
for Mrs. Sharma to understand and comply with the tax laws.
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Reduced Burden: The ITC mechanism ensures that Mrs. Sharma doesn't have to
pay tax on the entire value of her products at each stage. She only pays tax on the
value added.

Increased Competitiveness: GST has made her products more competitive, as
the cascading effect of taxes has been eliminated.

Ease of Doing Business: Online processes for registration, returns filing, and ITC
claims have made it easier for Mrs. Sharma to manage her business.

Challenges:

Compliance Burden: Mrs. Sharma needs to maintain detailed records and file
regular returns, which can be challenging for a small business owner.

Technical Issues: Occasional glitches on the GST portal can cause difficulties in
filing returns or claiming ITC.
Understanding Complexities: Mrs. Sharma may need professional assistance to
understand complex provisions of the GST law.

Overall, GST has brought significant benefits to businesses like Mrs.
Sharma's textile shop. However, it's essential for businesses to understand the law
and comply with the regulations to avoid any issues.

What are the strategies for Tax savings?

Tax saving is a crucial aspect of financial planning. Here are some effective
strategies to reduce your tax liability:

1. Maximize Deductions under Section 80C:
Invest in Tax-Saving Schemes: This section allows deductions for investments
in various schemes like Public Provident Fund (PPF), National Savings Certificates
(NSC), Equity Linked Savings Scheme (ELSS), life insurance premiums, and
more.

Home Loan Repayment: Principal repayment of your home loan also qualifies
for deduction under Section 80C.

Tuition Fees: Payments made towards tuition fees for your children can also be
claimed as a deduction.

Limit: The maximum deduction allowed under Section 80C is 1.5 lakh.
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2. Utilize Section 80D for Health Insurance:

Health Insurance Premiums: You can claim deductions for premiums paid
towards health insurance for yourself, your spouse, children, and parents.

Preventive Health Check-ups: Expenses incurred on preventive health check-
ups are also eligible for deduction.

Limit: The maximum deduction allowed under Section 80D is %25,000 for
individuals and ¥50,000 for senior citizens.

3. Claim Deductions for Home Loan Interest:

Interest Payments: You can claim a deduction for the interest paid on your home
loan under Section 24(b).

Limit: The maximum deduction allowed is X2 lakh.

4. Invest in the National Pension Scheme (NPS):

Retirement Savings: NPS is a retirement savings scheme that offers tax benefits
under Section 80CCD(1B).

Additional Deduction: You can claim an additional deduction of ¥50,000 for
contributions to NPS, over and above the %1.5 lakh limit under Section 80C.
5. Avail Tax Benefits on Education Loan:

Interest Payments: You can claim a deduction for the interest paid on an
education loan taken for yourself, your spouse, or your children.

No Limit: There is no upper limit on the amount of interest that can be deducted.
6. Claim Deductions for Donations:

Donations to Charities: Donations made to certain charitable institutions qualify
for deduction under Section 80G.

Limit: The deduction amount may vary depending on the recipient organization.

7. Take Advantage of Other Deductions:

Section 80E: Deduction for interest paid on education loan.

Section 80EE: Additional deduction for interest on home loan.
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Section 80TTA: Deduction for interest income from savings account (up to
%¥10,000).
8. Choose the Right Tax Regime:

Old vs. New Regime: Evaluate both the old and new tax regimes to determine
which one is more beneficial for you. Consider your investments, deductions, and
overall income before making a choice.

9. Plan Your Investments Wisely:

Tax-Saving Investments: Invest in tax-saving instruments like PPF, ELSS, and
NPS to reduce your taxable income.

Long-Term Investments: Consider long-term investments like equity mutual
funds and stocks for wealth creation and potential tax benefits on capital gains.
10. Stay Updated on Tax Laws:

Changes in Rules: Keep yourself informed about the latest changes in tax laws
and regulations to ensure you are taking advantage of all available tax-saving
opportunities.

Important Notes:

Keep Proper Documentation: Maintain all relevant documents, such as
investment proofs, receipts, and certificates, to support your tax claims.

Consult a Tax Advisor: If you have complex tax queries or need personalized
advice, consider consulting a qualified tax advisor.

By implementing these strategies, you can effectively reduce your tax liability and
make the most of your income. Remember to plan your taxes well in advance and
stay informed about the latest tax laws and regulations

What is Tax Advisory Services and how to set it up?
Tax advisory services are professional services offered by tax experts to individuals and
businesses to help them navigate the complexities of tax laws and regulations. These

services go beyond basic tax preparation and filing, delving into strategic planning and
advice to optimize tax situations, minimize liabilities, and ensure compliance.
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Here's a breakdown of what tax advisory services entail:
1. Tax Planning:
. Developing personalized tax strategies tailored to individual or business
circumstances.
Identifying tax-saving opportunities through investments, deductions, and
exemptions.
Analyzing financial decisions and their tax implications.
Forecasting future tax liabilities and planning accordingly.
2. Tax Compliance:
Ensuring adherence to all applicable tax laws and regulations.
Assisting with tax return preparation and filing.
Representing clients in tax audits and inquiries.
Keeping clients updated on changes in tax laws.
3. Tax Representation:
Representing clients in communication with tax authorities.
Handling tax disputes and litigation.
Negotiating with tax authorities on behalf of clients.
4. Specialized Tax Areas:
Providing expertise in specific tax areas, such as:
o International taxation
o Estate planning
o Mergers and acquisitions
o Transfer pricing

How to set up a tax advisory service:

1. Education and Qualifications:
A strong foundation in accounting, finance, and tax law is essential.

Relevant certifications, such as a Certified Public Accountant (CPA) license or
enrollment agent status, can enhance credibility.

Staying updated on tax law changes through continuing education is crucial.

2. Define Your Niche:
Identify your target audience (individuals, small businesses, corporations, etc.).
Specialize in specific tax areas to stand out from the competition.

3. Business Structure:
Choose a suitable business structure (sole proprietorship, partnership, LLC, etc.).
Obtain necessary licenses and permits to operate your business legally.

4. Build Expertise:
Gain practical experience through internships or working in established tax firms.

Develop in-depth knowledge of tax laws and regulations.

5. Establish a Client Base:
Network with potential clients through industry events, referrals, and online
platforms.
Offer competitive pricing and high-quality services to attract clients.
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6. Marketing and Branding:
Create a professional website and marketing materials to showcase your services.
Utilize online marketing strategies to reach a wider audience.

7. Technology and Tools:
Invest in tax preparation software, accounting tools, and research databases.
Utilize technology to streamline processes and enhance efficiency.

8. Professionalism and Ethics:
Maintain high ethical standards and confidentiality in client interactions.
Provide accurate and timely advice to build trust and credibility.

9. Stay Updated:
Tax laws and regulations are constantly evolving.
Continuously update your knowledge and skills to provide the best service.

10. Seek Guidance:

Consult with experienced tax professionals or business advisors for guidance on
setting up and running your tax advisory service.
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INCOME TAX & GST

UNIT NO: 16

Discussing and analyzing projects and its solutions relevant to GST

Adivisory.

Let's discuss some real-time scenarios and solutions relevant to GST advisory,

focusing on common challenges businesses face:

Scenario 1: Classification of Goods/Services

Problem: A manufacturing company produces a product that has multiple
components. Determining the correct HSN code and GST rate for the final product,
and each individual component can be complex. Incorrect classification can lead

to incorrect tax payments, penalties, and disputes with tax authorities.

GST Advisory Solution: A GST advisor would analyze the product composition,
manufacturing process, and end-use to determine the most appropriate HSN code.
They would refer to the GST tariff schedule, relevant notifications, and judicial
pronouncements to ensure accurate classification. They might even seek an

advance ruling from tax authorities for complex cases.

Scenario 2: Input Tax Credit (ITC) Mismatches

Problem: A business claims ITC on invoices received from its suppliers. However,
the supplier may not have correctly reported the sales in their GST returns, leading
to an ITC mismatch. This can result in delays in ITC claims, blocked credits, and

working capital issues.
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GST Advisory Solution: A GST advisor would implement robust ITC reconciliation

processes. This includes regularly comparing purchase invoices with supplier
returns (using the GST portal), following up with suppliers on discrepancies, and
maintaining proper documentation. They might also advise on alternative

strategies if a supplier consistently creates issues.

Scenario 3: E-way Bill Compliance

Problem: A logistics company transports goods across multiple states. Generating
e-way bills for each consignment, especially for small shipments or frequent
movements, can be operationally challenging. Errors in e-way bills or non-

compliance can lead to delays, penalties, and detention of goods.

GST Advisory Solution: A GST advisor would help the logistics company automate
e-way bill generation through integration with their ERP or transportation
management systems. They would also train staff on e-way bill rules, validity
periods, and the process for updating Part B (vehicle details). They might even
look at ways to consolidate shipments where possible to reduce the number of e-

way bills.

Scenario 4: GST Audit & Assessments

Problem: A business is undergoing a GST audit. They are unsure about the
documents required, the audit process, and how to respond to queries from tax

authorities. They fear potential penalties or assessments.

GST Advisory Solution: A GST advisor would assist the business in preparing for
the audit. This includes reviewing records, ensuring compliance with GST laws, and

organizing the necessary documentation. They would also represent the business
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during the audit proceedings, respond to queries from tax authorities, and if

required, file appeals against any adverse findings.

Scenario 5: Refunds on Exports/Inverted Duty Structure

Problem: An export-oriented business or one facing an inverted duty structure
(where input tax rates are higher than output tax rates) is facing delays in getting

GST refunds. This is impacting their cash flow.

GST Advisory Solution: A GST advisor would analyze the refund claim process,
identify any bottlenecks, and ensure all required documents are correctly filed.

They would follow up with tax authorities on the status of the refund claim and
explore options for expediting the process. They might also suggest ways to

optimize the supply chain to minimize the impact of the inverted duty structure.

Scenario 6: GST Training and Awareness

Problem: Employees of a business are not fully conversant with the latest GST

rules, leading to errors in invoicing, ITC availment, and return filing.

GST Advisory Solution: A GST advisor can provide customized training programs
for the business's staff on relevant GST provisions, recent updates, and best
practices for compliance. This can be done through workshops, online sessions, or
on-site training.

These are just a few examples. The specific solutions provided by a GST advisor
will depend on the unique circumstances of each business. A good advisor will take
a proactive approach, anticipating potential issues and offering tailored solutions

to help businesses navigate the complex world of GST.
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INCOME TAX & GST

PROJECTS & IT's SOLUTIONS

1) Comprehensive Income Tax filing: Prepare and file income tax returns for
an individual with complex income sources, ensuring optimisation and
compliance. (DAY NO: 10)

Let’'s assume the individual has income from multiple sources such as salary,
house property, business/profession, capital gains, and other sources (e.g.,
interest, dividends). Here’s how to proceed:

Step 1: Gather Required Information and Documents

To prepare an accurate return, collect all relevant documents based on the
income sources. For an individual with complex income, these may include:

Salary: Form 16 (from employer), salary slips, details of allowances/exemptions
(e.g., HRA).

House Property: Property details (address, co-ownership status), rental income,
home loan interest certificate, municipal tax receipts.

Business/Profession: Profit & Loss statement, Balance Sheet, bank statements,
details of turnover, expenses, and presumptive taxation applicability (if relevant
under Section 44AD/44ADA).

Capital Gains: Sale/purchase deeds for property, stock trading statements,
mutual fund statements, details of cost of acquisition and sale proceeds.

Other Sources: Bank statements (for interest), dividend statements, Form 16A
(TDS on other income), winnings from lotteries, etc.

Deductions: Proof of investments under Section 80C (e.g., LIC, PPF), 80D (health
insurance), 80G (donations), etc.

Tax Payments: Form 26AS (TDS/TCS details), Advance Tax challans, Self-
Assessment Tax receipts.

PAN and Aadhaar: Mandatory for filing (linked).
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Step 2: Determine Residential Status

Under Section 6 of the Income Tax Act, 1961, determine if the individual is a:
Resident: In India for 2182 days in the previous year (PY; FY 2024-25 for AY
2025-26) or 260 days in PY and =365 days in the preceding 4 years.

Resident but Not Ordinarily Resident (RNOR): Resident but not in India for
9 out of 10 previous years or <729 days in the last 7 years.

Non-Resident: Does not meet resident criteria.
For a resident, global income is taxable; for RNOR and non-residents, only
income earned/received in India is taxable. This impacts reporting of foreign
assets/income (if any).

Step 3: Classify Income Under Heads

Under Section 14, income is classified into five heads. Calculate income
under each:

1. Income from Salary:
o Gross salary (basic + allowances + perquisites).

o Subtract exempt allowances (e.g., HRA under Section 10(13A)).

o Deduct standard deduction (¥50,000 or salary amount, whichever is less).
2. Income from House Property:

o For self-occupied property: Deduct interest on home loan (up to %2 lakh

under Section 24(b)).

o For rented property: Net Annual Value (Gross Rent - Municipal Taxes) minus
30% standard deduction and interest on loan.

o Adjust losses (if any) within this head or carry forward.

3. Profits and Gains from Business or Profession:
o Compute net profit (Revenue - Expenses).

o If under presumptive taxation (Section 44AD: 8% of turnover <X2 crore;
Section 44ADA: 50% of receipts <X50 lakh), declare accordingly.

o Deduct allowable expenses (e.g., depreciation under Section 32).

o Carry forward losses (up to 8 years) if applicable.
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O
4. Capital Gains:
o Short-Term Capital Gains (STCG): Taxed at slab rates (non-equity) or
15% (equity under Section 111A).

o Long-Term Capital Gains (LTCG): Taxed at 20% (non-equity with
indexation) or 10% (equity >%1 lakh under Section 112A).

o Calculate: Sale proceeds - Indexed Cost of Acquisition - Expenses.
o Exemptions under Sections 54, 54EC, 54F (if reinvested).

5. Income from Other Sources:
o Interest (savings/FD), dividends, lottery winnings, etc.

o Deduct allowable expenses (e.g., under Section 57).

Step 4: Compute Total Income

Gross Total Income (GTI): Sum of income from all heads after set-off of current
year losses (if any) within/between heads (Section 70/71).

Deductions: Apply Chapter VI-A deductions:
o Section 80C: Up to %1.5 lakh (e.g., PPF, ELSS).

o Section 80D: Health insurance (325,000/%50,000 based on age).
o Section 80G: Donations (50%/100% as applicable).
o Others: 80E (education loan), 80TTA (savings interest, 310,000).

Total Income: GTI - Deductions.

Step 5: Choose Tax Regime and Calculate Tax Liability
For AY 2025-26, choose between:

Old Regime: Higher slab rates but with deductions (e.g., 5% up to %5 lakh, 20%
up to %10 lakh, 30% above %10 lakh + cess + surcharge if applicable).

New Regime (Section 115BAC, default): Lower rates (e.g., 5% up to %6 lakh,
15% up to %9 lakh, 30% above %15 lakh) but no major deductions.

123



TN P

Optimisation Tip: Compare tax liability under both regimes using total income.
Opt for the old regime if deductions significantly reduce taxable income;
otherwise, the new regime may be beneficial.

Apply slab rates to Total Income.

Add surcharge (e.g., 10% if income >X50 lakh, 15% >%1 crore, up to 37% >%5
crore under old regime).

Add Health & Education Cess (4%).

Subtract rebate under Section 87A (up to 312,500 if income <35 lakh old regime;
25,000 if X7 lakh new regime).

Step 6: Adjust Taxes Paid and Compute Final Liability
Taxes Paid: Include TDS (from Form 26AS), Advance Tax (if liability >3%10,000,

paid in installments: 15% by June 15, 45% by Sep 15, 75% by Dec 15, 100% by
Mar 15), and TCS.

Net Tax Payable: Tax liability - Taxes Paid.

If excess tax paid, claim a refund; if short, pay Self-Assessment Tax (SAT) before
filing.

Step 7: Select the Appropriate ITR Form

For complex income sources, likely forms are:

ITR-2: For individuals/HUFs with salary, multiple properties, capital gains, foreign
assets, but no business income.

ITR-3: For individuals/HUFs with income from business/profession, capital gains,
salary, etc.

Choice: ITR-3 if business income exists; otherwise, ITR-2.
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Step 8: File the Return Online

1. Login: Visit www.incometax.gov.in, log in with PAN and password.

2. Select Form: Go to e-File > Income Tax Returns > File Income Tax Return >
Choose AY 2025-26, ITR-3/ITR-2, and “Online.”

3. Fill Details: Enter income, deductions, tax details (pre-filled from Form
26AS/AIS), and verify.

4. Validate: Check for errors, preview, and submit.
5. Verification: E-verify via Aadhaar OTP, Net Banking, or DSC (recommended).
Alternatively, send signed ITR-V to CPC, Bengaluru within 30 days.

Due Date: 31st July 2025 (non-audit cases); 31st Oct 2025 (if audit required
under Section 44AB, e.g., turnover >%1 crore).

Step 9: Ensure Compliance and Optimisation

Audit: Mandatory if business turnover >%1 crore (or %10 crore if cash
receipts/payments <5%) or professional receipts >350 lakh.

Loss Carry Forward: Declare losses for set-off in future years (8 years for
business/capital gains).

Foreign Assets: Report in Schedule FA (if resident).

Penalties: Avoid late filing (35,000 or %1,000 if income <%5 lakh under Section
234F) and interest (1% p.m. under Section 234A/B/C).

Example Scenario

Suppose an individual (resident, age 40) has:
Salary: %15 lakh (TDS %2 lakh).
Rental Income: X5 lakh (loan interest X3 lakh).

Business Profit: 10 lakh (no audit).
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LTCG (equity): X2 lakh.

Interest: %50,000.

80C Investment: 1.5 lakh.

Old Regime:

GTI: X15L + (X5L - X3L) + X10L + 2L + %0.5L = %29.5L.
Total Income: %29.5L - X1.5L = X28L.
Tax: %¥5,32,500 (slab) + 37,500 (LTCG @10% >%X1L) + 4% cess = %5,88,000.

Net: X5,88,000 - X2L TDS = %3,88,000.

New Regime:

Total Income: 329.5L (no deductions).
Tax: %5,92,500 + 4% cess = %6,16,200.

Net: %6,16,200 - X2L = %4,16,200.

Optimisation: Old regime saves 328,200.

This framework ensures compliance and optimisation. For filing, use the e-filing portal
with exact figures, and verify all entries against Form 26AS/AIS. Let me know if you
need help with a specific scenario!
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2) Corporate Tax planning: Develop a tax strategy for a corporation, focusing
on complaisance, deductions and rebates. (DAY NO: 9)

Corporate Tax Planning: Develop a Tax Strategy for a Corporation

Objective: Create a tax strategy for a corporation under the Indian Income Tax Act,
1961, emphasizing compliance, deductions, and rebates to minimize tax liability while
adhering to legal requirements.

Corporate Tax Planning Strategy
Step 1: Analyze the Corporation’s Income Sources

A corporation’s income typically falls under these heads under Section 14 of
the Income Tax Act:

Profits and Gains from Business or Profession: Revenue from operations
(sales, services, etc.).

Capital Gains: Gains from the sale of assets (e.g., property, shares).

Income from House Property: Rental income from owned properties (if any).
Income from Other Sources: Interest, dividends, or miscellaneous income (e.g.,
foreign income).

Action: Review the corporation’s financial statements (Profit & Loss Statement, Balance
Sheet) to categorize income accurately before tax computation.

Step 2: Choose the Appropriate Tax Regime

For Assessment Year (AY) 2025-26, corporations can opt for one of the
following tax regimes under the Income Tax Act:

1. Old Regime:
o Tax Rates:
» Domestic companies with turnover >3400 crore in FY 2022-23: 30%.
» Domestic companies with turnover <3400 crore: 25%.
» Add Surcharge: 7% (if income >3%1 crore but <310 crore), 12% (if
income >%10 crore).
» Add Health & Education Cess: 4% on tax + surcharge.

o Deductions/Rebates: Eligible for various deductions and exemptions (e.g.,

depreciation, research expenses, incentives under Sections 80IA/801B).
o Applicability: Suitable for companies with significant eligible deductions.
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3. New Regime (Section 115BAA):

o Tax Rate: Flat 22% + 10% surcharge + 4% cess = Effective rate of 25.17%.

o Conditions: Most deductions and exemptions are foregone (e.g., Sections
80IA, 80IB, 35AD, additional depreciation).

o Benefits: Lower tax rate, simplified compliance, no Minimum Alternate Tax
(MAT) applicability.

o Applicability: Ideal for companies with minimal deductions or high taxable
profits.

4. Concessional Regime (Section 115BAB):

o Tax Rate: 15% + 10% surcharge + 4% cess = Effective rate of 17.16%.

o Conditions: Applies to nhew manufacturing companies incorporated on or
after 01.04.2019, commencing production by 31.03.2024; cannot claim
most deductions (except limited ones like Section 80JJAA); must not use
imported second-hand machinery beyond 20% of total plant value.
Benefits: Lowest tax rate, no MAT.

Applicability: Best for new manufacturing entities with low deduction
reliance.

Optimization Tip:

Old Regime: Choose if the company has substantial deductions (e.g.,
depreciation, R&D expenses) that reduce taxable income significantly below the
breakeven point of the new regime.

Section 115BAA: Opt for this if deductions are minimal and a lower flat rate is
advantageous.

Section 115BAB: Select for qualifying new manufacturing companies to leverage
the 15% rate.

Step 3: Maximize Deductions and Rebates (Old Regime)

If the old regime is chosen, leverage the following provisions to reduce
taxable income:

Section 32: Depreciation on assets:
o Machinery/Plant: 15%.
o Buildings: 10%.
o Additional Depreciation: 20% on new plant/machinery (35% for
manufacturing in notified backward areas).

Section 35: Scientific Research:

o 100% deduction on revenue expenditure; 150% on approved research
contributions (if applicable till AY 2025-26).
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Section 80G: Donations to charitable institutions (50% or 100% deduction
depending on the recipient).

Section 80JJAA: 30% of additional employee cost for hiring new employees (for
3 years), provided employees are employed for =240 days/year (150 days for
apparel/textile sectors).

Section 80IA/80IB/80IC: Infrastructure, industrial undertakings, or Special
Economic Zones (SEZs):
o 100% profit deduction for 10 consecutive years (conditions apply, e.g.,
power generation, telecom, SEZ units)
O
Section 35AD: Capital expenditure on specified businesses (e.g., cold storage,
hospitals) - 100% or 150% deduction.

Loss Carry Forward: Business losses can be carried forward for 8 years (Section
72) and set off against future profits.

Action: Conduct a deduction eligibility audit based on the company’s operations,
investments, and employee structure to claim all applicable benefits.

Step 4: Compute Taxable Income and Tax Liability

Gross Total Income (GTI): Sum of income from all heads after adjusting losses
within/between heads (Sections 70/71).

Deductions: Subtract allowable deductions (e.g., Sections 80G, 80IA) if under
the old regime.

Taxable Income: GTI - Deductions.
Tax Calculation:
o Apply the chosen regime’s rate.
o Add surcharge (if applicable).
o Add 4% cess.
o Deduct MAT credit (if old regime) or Advance Tax/TDS already paid.

MAT (Minimum Alternate Tax):
Applicable only under the old regime if book profit > taxable income.

Rate: 15% of book profit + surcharge + 4% cess.
Credit: MAT credit can be carried forward for 15 years.
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Step 5: Ensure Advance Tax and TDS Compliance

Advance Tax: If tax liability >%10,000, pay in installments:

o 15% by June 15.

o 45% by September 15.

o 75% by December 15.

o 100% by March 15.
TDS: Deduct tax at source on payments like salaries (Section 192), interest
(Section 194A), contractor payments (Section 194C), etc. File quarterly TDS
returns (Form 26Q/24Q) by the 31st of the following month (except Q4: May 31).

Penalties: Non-payment of advance tax incurs interest under Section 234B/234C
(1% per month).

Step 6: File Income Tax Return (ITR) and Audit Compliance

ITR Form: ITR-6 (for companies except those under Section 11).
Filing Process:
Log in to www.incometax.gov.in.
Select ITR-6 for AY 2025-26.
Enter income, deductions, tax details (pre-filled from Form 26AS).
. Validate and submit.
5. E-verify using Digital Signature Certificate (DSC), mandatory for companies.
Due Dates:

BwNe

o 31st July 2025 (if no audit required).
o 31st October 2025 (if audit required under Section 44AB).
Audit: Mandatory if:
o Turnover >3%1 crore (or %10 crore if cash receipts/payments <5% of total
transactions).
o File Form 3CA/3CB and 3CD by 30th September 2025.

Step 7: Ensure Compliance and Minimize Penalties

Late Filing Penalty: 310,000 under Section 234F (if filed after due date).
Interest:

o 1% per month under Section 234A (late filing).

o 1% per month under Section 234B/C (shortfall/delay in advance tax).

Foreign Income/Assets: If the company has foreign income or assets, report in
Schedule FSI/FA (applicable for resident companies).
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Example Scenario

A domestic company (turnover %50 crore, hon-manufacturing):

Business Profit: 310 crore.
Interest Income: 350 lakh.
Depreciation (incl. 80JJAA): %2 crore.

Old Regime:
GTI: %10 crore + X0.5 crore = %10.5 crore.
Total Income: %10.5 crore - X2 crore = %8.5 crore.
Tax: 8.5 crore x 25% = %2.125 crore + 12% surcharge (%25.5 lakh) + 4% cess
(%9.46 lakh) = %2.41 crore.
New Regime (Section 115BAA):
Total Income: ¥10.5 crore (no deductions).
Tax: %10.5 crore x 22% = %2.31 crore + 10% surcharge (%23.1 lakh) + 4% cess
(%10.16 lakh) = %2.64 crore.
Optimization: The old regime saves 323 lakh due to deductions.

Conclusion

This tax strategy ensures compliance with the Indian Income Tax Act while optimizing
liability through regime selection and deductions. For implementation:

Compare tax liability under all regimes using actual financial data.

File ITR-6 via the e-filing portal, ensuring DSC verification.
Consult a chartered accountant for precise calculations and audit requirements.
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3) GST Implementation for a new 127lassifi: Set up the GST framework for
anewly established 127lassifi, covering registration, 127lassification, and
initial filings. (Day No: 13)

Below is a detailed guide for GST Implementation for a New Business under Indian
GST laws, covering registration, classification, and initial filings. This framework is
designed to help a newly established business comply with the Goods and Services Tax
(GST) Act, 2017, and set up an effective tax structure.

GST Implementation for a New Business

Objective: Establish a GST framework for a newly established business under Indian GST
laws, ensuring compliance with registration, classification of goods/services, and initial
filing requirements.

Step-by-Step GST Framework
Step 1: Determine GST Applicability

GST applies to businesses engaged in the supply of goods or services in
India. Assess whether the business needs to register based on turnover or
nature of operations:

Mandatory Registration (Section 22):
o Aggregate turnover exceeds %40 lakh (for goods) or %20 lakh (for services)
in a financial year.
o For special category states (e.g., Northeastern states), thresholds are 20
lakh (goods) and %10 lakh (services).
Other Cases Requiring Registration (Section 24):
o Interstate supply of goods/services (irrespective of turnover).
Casual taxable persons or non-resident taxable persons.
E-commerce operators or suppliers through e-commerce platforms.
Persons liable to pay tax under Reverse Charge Mechanism (RCM).
Input Service Distributors (ISD).

o O O O

Action: Calculate the projected annual turnover and evaluate the nature of supply
(intra-state, inter-state, or specific categories) to determine if registration is mandatory
or voluntary (for benefits like Input Tax Credit).
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Step 2: GST Registration Process

Once applicability is confirmed, register the business on the GST portal:

1. Documents Required:

o PAN card of the business (mandatory for all GST registrations).

o Proof of business constitution (e.g., Partnership Deed, Certificate of
Incorporation).
Proof of principal place of business (e.g., rent agreement, electricity bill).
Bank account details (canceled cheque or bank statement).
Identity and address proof of promoters/directors (Aadhaar, Voter ID, etc.).
Digital Signature Certificate (DSC) for companies/LLPs; e-Signature or
Aadhaar OTP for others.

o O O O

(@]
2. Registration Steps:
o Visit GST Portal: Go to www.gst.gov.in > Services > Registration > New
Registration.

Part A:

« Select "Taxpayer” and enter PAN, mobile nhumber, and email.
« Verify via OTPs (sent to mobile and email) to get a Temporary
Reference Number (TRN).

o PartB:

« Log in with TRN and complete the form with business details, promoter
details, place of business, goods/services, and bank details.
» Upload scanned copies of required documents.

« Submit using DSC (for companies/LLPs) or Aadhaar OTP/e-Signature.
o Processing: Receive an Application Reference Number (ARN). The GST
officer verifies within 3-7 working days.

GSTIN Issuance: Upon approval, a 15-digit Goods and Services Tax
Identification Number (GSTIN) is issued (e.g., 33ABCDE1234F1Z5, where
33 is the state code).
(@]
3. Timeline: Apply within 30 days of becoming liable for registration. For voluntary
registration, apply anytime.

Action: Complete registration before commencing taxable supplies to avoid penalties
(10% of tax due or 10,000, whichever is higher under Section 122).
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Step 3: Classification of Goods and Services

Accurate classification ensures correct tax rates and compliance:

HSN Codes (Harmonized System of Nomenclature):
o Used for goods classification.
o Mandatory in invoices:
« Turnover <%1.5 crore: Optional.
» 1.5 crore - %5 crore: 2-digit HSN code.

« X5 crore: 4-digit HSN code (6-digit for exports/imports).

o Examples:
» Rice (HSN 1006) - 5% GST.
« Mobile phones (HSN 8517) - 18% GST.

SAC Codes (Services Accounting Codes):
o Used for services classification.
o 6-digit codes mandatory for all taxable services.
o Examples:
« Legal services (SAC 9982) - 18% GST.
« Transport of goods (SAC 9965) - 5% (no ITC) or 12% (with ITC).

GST Rates:
o 0%, 5%, 12%, 18%, 28% (plus cess for certain luxury/sin goods like
tobacco).
o Check the latest GST rate schedule on www.cbic.gov.in or use the GST Rate
Finder tool.

Action: Identify all goods/services the business deals in, assign appropriate HSN/SAC
codes, and confirm applicable GST rates. Maintain a master list for invoicing and returns.

Step 4: Set Up Invoicing System
GST-compliant invoices are critical for tax credit and compliance:

Mandatory Details (Section 31 & Rule 46):

Invoice number and date.

GSTIN of supplier and recipient (if registered).

Name, address, and contact details of supplier and recipient.
HSN/SAC code and description of goods/services.

Quantity, unit, and total value (before tax).

GST rate and amount (CGST, SGST, or IGST).

Place of supply and state code.

Signature (manual or digital).

O O O O O O O O
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Types of Invoices:
o Tax Invoice: For taxable supplies.
o Bill of Supply: For exempt supplies (e.g., alcohol for human consumption).
o Delivery Challan: For goods movement without tax (e.g., job work).

Action: Implement accounting software (e.g., Tally, Zoho Books) or manual templates
to generate GST-compliant invoices. Train staff on invoicing norms.

Step 5: Understand Input Tax Credit (ITC) Framework

ITC allows businesses to offset GST paid on inputs against GST collected on
outputs:

Eligibility (Section 16):
o Goods/services used for business purposes.
o Supplier has uploaded invoice details in GSTR-1 and reflected in GSTR-2B.
o Tax has been paid by the supplier (verified via GST portal).
o Possession of a valid tax invoice/debit note.
O
Conditions:
o ITC cannot be claimed for personal use, exempt supplies, or blocked credits
(e.g., motor vehicles for personal use under Section 17(5)).
o Claim within the due date of filing September return of the next financial year
or annual return, whichever is earlier.

Action: Maintain records of all purchase invoices, reconcile with GSTR-2B monthly, and
ensure suppliers file GSTR-1 timely to avoid ITC loss.

Step 6: Initial GST Filings
New businesses must file returns to report sales, purchases, and tax liability:

1. GSTR-1 (Outward Supplies):
o Details: Sales invoices, debit/credit notes.
o Frequency: Monthly (by 11th of next month) or quarterly (by 13th of next
quarter) if turnover <X1.5 crore.
o First Filing: For the month/quarter in which GSTIN is obtained and taxable
supply begins.
2. GSTR-3B (Summary Return):
o Details: Summary of outward supplies, ITC claimed, and tax liability.
o Frequency: Monthly (by 20th of next month).
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o First Filing: For the month of registration, even if no transactions (file as “Nil”
return).
3. Payment of Tax:
o Pay net tax liability (Output GST - ITC) via the GST portal before filing GSTR-

3B.
o Modes: Net banking, NEFT/RTGS, or over-the-counter (for amounts
<%10,000).

Action: File GSTR-1 and GSTR-3B for the first month/quarter of operations, even if it's
a "“Nil” return. Set up a calendar for timely filings to avoid late fees (350/day: 325 CGST
+ %25 SGST).

Step 7: Ensure Compliance and Avoid Penalties

Reverse Charge Mechanism (RCM): Pay GST on specific purchases (e.g., from
unregistered dealers, legal services) and claim ITC.
E-Way Bill: Generate for goods movement >%50,000 (inter-state/intra-state) via
www.ewaybillgst.gov.in.
Penalties:

o Late filing: ¥50/day (325 CGST + %25 SGST), max %10,000.

o Non-registration: 10% of tax due or 10,000, whichever is higher (Section

122).
o Interest: 18% p.a. on unpaid tax.

Action: Appoint a GST consultant or train internal staff to monitor compliance, generate
e-way bills, and file returns on time.

Example Scenario
A new business in Tamil Nadu (turnover projected at 350 lakh, selling electronics):

Registration: Mandatory (turnover >%40 lakh). GSTIN obtained in March 2025.
Classification: Electronics (HSN 8517) - 18% GST.
Invoicing: Issues tax invoices with GSTIN, HSN code, and 18% GST (9% CGST
+ 9% SGST).
Initial Filings:
o March 2025: GSTR-3B (Nil, due 20th April 2025); GSTR-1 (Nil, due 11th April
2025).
o April 2025: Sales %5 lakh, ITC X1 lakh. File GSTR-1 by 11th May, GSTR-3B
by 20th May, pay 72,000 (390,000 output - 18,000 ITC).

Conclusion

This GST framework ensures a new business complies with Indian GST laws
from Day 1:
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Register promptly and obtain GSTIN.

Classify goods/services accurately using HSN/SAC codes.
Set up invoicing and ITC processes.

File initial returns (GSTR-1, GSTR-3B) on time.
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4) Financial Management in Tally : Utilise Tally to manage a company's
complete financial cycle, including accounting entries, bank reconciliation
and reporting.(Day No:1)

Tally is a comprehensive financial management tool that allows businesses to
manage their entire financial cycle efficiently. Below is a step-by-step guide on
how to utilize Tally for managing a company's financial operations, including
accounting entries, bank reconciliation, and reporting.

1. Setting Up Tally for Financial Management

Create a Company: Go to Gateway of Tally > Create Company and enter the
company details, including financial year, base currency, and other relevant
information.

Configure Features: Enable features like accounting, inventory, payroll, and
taxation based on your business needs (F11: Features).

Define Ledgers: Create ledgers for all accounts (e.g., cash, bank, sales, purchases,
expenses) under Gateway of Tally > Accounts Info > Ledgers.

2. Managing Accounting Entries
Recording Transactions:
o Go to Gateway of Tally > Accounting Vouchers.

o Use the appropriate voucher type (e.g., Payment, Receipt, Contra, Journal,
Sales, Purchase) to record transactions.

o Enter details like date, ledger accounts, amounts, and narration.
Examples:

o Sales Entry: Use the Sales Voucher to record sales transactions.

o Expense Entry: Use the Payment Voucher to record expenses.

o Bank Transactions: Use the Contra Voucher for bank deposits or
withdrawals.

Review and Alter: Use Display > Day Book to review all entries for a specific date
or period.
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3. Bank Reconciliation

Import Bank Statements:

o Tally allows you to import bank statements in formats like XML or Excel for
reconciliation.

o Go to Gateway of Tally > Banking > Bank Reconciliation.
Reconcile Transactions:

o Match the transactions recorded in Tally with the bank statement.

o Mark transactions as reconciled if they match.

o Identify and resolve discrepancies (e.g., missing entries or incorrect
amounts).

Generate Reconciliation Report:

o View the reconciliation report to ensure all transactions are accounted for
and balanced.

4. Financial Reporting

Tally provides a wide range of financial reports to analyze and monitor the
company's financial health. Key reports include:

Balance Sheet:
o Go to Gateway of Tally > Display > Balance Sheet.
o View the company's assets, liabilities, and equity at a specific date.

Profit & Loss Statement:

o Go to Gateway of Tally > Display > Profit & Loss.
o Analyze income, expenses, and net profit/loss for a specific period.

Cash Flow and Fund Flow Statements:

o Generate these reports to understand cash movements and fund utilization.

Trial Balance:
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o Go to Gateway of Tally > Display > Trial Balance.

o Verify the accuracy of ledger balances.

Bank Book and Cash Book:

o Monitor bank and cash transactions separately for better control.
4. Advanced Features for Financial Management

Budgeting and Control:

o Set budgets for income and expenses in Tally (Gateway of Tally > Accounts
Info > Budgets).

o Compare actual performance against budgets using variance reports.

Multi-Currency Support:

o Manage transactions in foreign currencies and handle exchange rate
differences.

Taxation:
o Configure GST, VAT, or other tax regimes to ensure compliance.
o Generate tax reports and e-file returns directly from Tally.

Audit and Compliance:

o Use the audit features to track changes and ensure data integrity.

5. Automating and Streamlining Processes

Tally Integrations:

o Integrate Tally with other tools like Excel, ERP systems, or payment
gateways for seamless data flow.

Tally.NET:
o Use Tally.NET for remote access and multi-user collaboration.

Backup and Restore:

o Regularly back up your Tally data to prevent data loss (Gateway of Tally >
Backup).
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6. Troubleshooting and Support

Data Validation:
o Use the Data Validation feature to identify and correct errors in your data.
Tally Help:

o Access Tally's built-in help (Alt + H) for guidance on specific features.

Tally Support:

o Reach out to Tally Solutions or certified partners for technical assistance.
By leveraging Tally's robust features, businesses can streamline their financial
management processes, ensure accuracy, and make informed decisions based on

real-time data. Regular updates and training on Tally's latest features can further
enhance efficiency and compliance.
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5) Service Provider GST Compliance : Handle end-to-end GST compliance for
a service provider, including accurate transaction recording, report generation
and filing. (Day No:16)

Service Provider GST Compliance in Tally

Handling GST compliance for a service provider involves ensuring accurate
recording of transactions, generating necessary reports, and timely filing of
GST returns. Tally simplifies this process with its robust GST features. Below
is a step-by-step guide to managing end-to-end GST compliance for a service
provider in Tally:

5. Setting Up GST in Tally
Enable GST Features:
o Go to Gateway of Tally > F11: Features > GST & Taxation.

o Enable Enable Goods and Services Tax (GST) and configure the settings
based on your business requirements.

Set Up GST Details:
o Go to Gateway of Tally > Company > Alter.
o Enter the GSTIN, State, and other GST-related details.

Create GST Ledgers:

o Create ledgers for GST liability accounts (e.g., CGST, SGST, IGST)
under Gateway of Tally > Accounts Info > Ledgers.

o Ensure GST rates are correctly assigned to each ledger.

6. Recording Transactions
Service Invoices (Outward Supplies):
o Go to Gateway of Tally > Accounting Vouchers > Sales Voucher.
o Enter the customer details, service description, and applicable GST rates.

o Tally will automatically calculate CGST, SGST, or IGST based on the nature
of the supply (intra-state or inter-state).
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Purchase Invoices (Inward Supplies):

o Go to Gateway of Tally > Accounting Vouchers > Purchase Voucher.

o Enter the supplier details, service description, and applicable GST rates.
o Tally will calculate input tax credit (ITC) for eligible purchases.

o

Reverse Charge Mechanism (RCM):

o Forservices under RCM, use the Journal Voucher to record the transaction.

o Ensure the tax liability is correctly accounted for.

7. Generating GST Reports
Tally provides various GST reports to ensure compliance. Key reports include:

GST Sales Register:

o Go to Gateway of Tally > Display > Statutory Reports > GST Reports > GST
Sales Register.

o View all outward supplies with tax details.

GST Purchase Register:

o Go to Gateway of Tally > Display > Statutory Reports > GST Reports > GST
Purchase Register.

o View all inward supplies with input tax credit details.

GST Returns (GSTR-1, GSTR-3B, etc.):

o Go to Gateway of Tally > Display > Statutory Reports > GST Reports >
GSTR-1/GSTR-3B.

o Generate and review the returns before filing.

GSTR-2A Reconciliation:

o Compare purchase data with GSTR-2A to ensure accurate ITC claims.

o Go to Gateway of Tally > Display > Statutory Reports > GST Reports >
GSTR-2A Reconciliation.

8. Filing GST Returns
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Export Data for Filing:

o Go to Gateway of Tally > Display > Statutory Reports > GST Reports >
GSTR-1/GSTR-3B.

o Export the data in JSON format for uploading to the GST portal.
Upload and File Returns:

o Log in to the GST portal and upload the JSON file.

o Verify the data and file the returns (GSTR-1, GSTR-3B, etc.).

Payment of GST Liability:

o Use the Challan Reconciliation feature in Tally to ensure accurate
payment of GST liability.

o Go to Gateway of Tally > Display > Statutory Reports > GST Reports >
Challan Reconciliation.

9. Reconciling GST Data

Reconcile Sales and Purchase Data:

o Regularly reconcile sales and purchase data with GSTR-1, GSTR-2A, and
GSTR-3B to ensure accuracy.

Identify and Correct Discrepancies:

o Use Tally's reconciliation reports to identify mismatches and correct them
before filing returns.

10. Advanced GST Features in Tally

E-Way Bill Generation:
o Generate e-way bills directly from Tally for applicable transactions.
o Go to Gateway of Tally > Display > Statutory Reports > E-Way Bill.

HSN/SAC Code Management:

o Ensure all services are mapped with the correct SAC (Services Accounting
Code) in Tally.

Composition Scheme:
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o If registered under the composition scheme, configure Tally to handle
composition-related transactions and returns.

11. Maintaining Compliance
Regular Updates:
o Keep Tally updated with the latest GST rates and rules.

Audit and Verification:

o Use Tally's audit features to track changes and ensure data integrity.

Backup Data:

o Regularly back up your Tally data to avoid data loss (Gateway of Tally >
Backup).

12. Troubleshooting and Support
Data Validation:

o Use the Data Validation feature to identify and correct errors in GST data.
Tally Help:

o Access Tally's built-in help (Alt + H) for guidance on GST-related features.
Tally Support:

o Reach out to Tally Solutions or certified partners for technical assistance.

By leveraging Tally's GST features, service providers can ensure accurate transaction
recording, seamless report generation, and timely filing of GST returns. Regular updates
and training on Tally's latest GST features can further enhance compliance and efficiency.
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6) Retail Bussiness Tax strategy : Create and implement a comprehensive
tax strategy for a retail business, covering both income tax and GST aspects.
(Day No:15)

Retail Business Tax Strategy: Comprehensive Guide

Creating and implementing a comprehensive tax strategy for a retail business
involves optimizing both income tax and GST (Goods and Services
Tax) compliance while minimizing tax liabilities. Below is a step-by-step guide to
developing and executing an effective tax strategy for a retail business:

1. Understand the Retail Business Structure

Business Entity Type: Determine whether your retail business operates as a sole
proprietorship, partnership, LLP, or private limited company, as tax implications

vary.

Tax Registration: Ensure proper registration for GST (if turnover exceeds the
threshold) and income tax (PAN, TAN, etc.).

2. Income Tax Strategy
a. Accurate Bookkeeping and Accounting

Maintain accurate records of all income, expenses, and inventory.
Use accounting software like Tally to automate and streamline bookkeeping.

b. Claim All Eligible Deductions

Section 80C: Invest in tax-saving instruments like PPF, ELSS, or life insurance
premiums.

Business Expenses: Deduct all legitimate business expenses (rent, salaries,
utilities, etc.).

Depreciation: Claim depreciation on assets like furniture, equipment, and
vehicles used for business.

c. Optimize Inventory Management

Use the First-In-First-Out (FIFO) or Weighted Average Cost method for
inventory valuation to minimize taxable income.

Write off obsolete or damaged inventory to reduce taxable profits.
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d. Tax Planning for Profits

Advance Tax Payments: Pay advance tax in installments to avoid penalties.

Dividend Distribution Tax (if applicable): For companies, plan dividend
payouts to minimize tax burdens.

e. Utilize Tax Credits

Claim input tax credit (ITC) on GST-paid purchases to reduce overall tax liability.

Avail of tax credits for exports or special schemes like SEZ benefits.

3. GST Strategy
a. GST Registration and Compliance

Register for GST if your turnover exceeds the threshold (340 lakh for goods, %20
lakh for services).

File GST returns (GSTR-1, GSTR-3B, GSTR-9) on time to avoid penalties.
b. Input Tax Credit (ITC) Optimization

Ensure all purchases are from GST-registered suppliers.
Reconcile purchase data with GSTR-2A to claim accurate ITC.
Avoid blocked credits (e.g., personal expenses, exempt supplies).

c. Pricing Strategy

Include GST in product pricing to avoid margin erosion.
Clearly display GST-inclusive prices to customers.

d. Composition Scheme (if applicable)

If eligible, opt for the GST Composition Scheme to pay tax at a flat rate and
reduce compliance burden.

e. E-Way Bill Management

Generate e-way bills for inter-state and high-value intra-state transactions.

Ensure proper documentation to avoid penalties during transit checks.
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4. Tax Audit and Compliance

Income Tax Audit: If turnover exceeds X1 crore (or %10 crore for presumptive
taxation), conduct a tax audit under Section 44AB.

GST Audit: Conduct an annual GST audit if turnover exceeds %2 crore.

Maintain proper records and documentation for audits.

5. Leverage Technology for Tax Management

Use accounting software like Tally or QuickBooks to automate tax calculations,
GST filings, and compliance.

Integrate POS systems with accounting software for real-time sales and inventory
tracking.

6. Regular Reconciliation and Reporting

Reconcile sales, purchases, and inventory data with GST returns and income tax
filings.

Generate monthly/quarterly reports to monitor tax liabilities and compliance.

7. Tax Planning for Seasonal Businesses

For seasonal retail businesses, plan purchases and sales to optimize tax liabilities.

Utilize tax-saving investments during peak income periods.
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7) International Taxation Case Study : Analyse and resolve taxation issues
for a company engaged in international trade, focusing on cross-border tax
implications.

International Taxation Case Study: Resolving Cross-Border Tax Issues
Scenario:

A company, Global Traders Ltd., is engaged in international trade, importing raw
materials from China and exporting finished products to the USA and Europe. The
company faces several cross-border taxation issues, including double taxation, transfer
pricing, permanent establishment risks, withholding taxes, and compliance with
international tax treaties. The goal is to analyze and resolve these issues to optimize the
company's tax liabilities and ensure compliance.

Step 1: Identify Key Taxation Issues

1. Double Taxation: Income earned in multiple countries may be taxed twice.

2. Transfer Pricing: Transactions between the parent company and foreign
subsidiaries must comply with arm's length principles.

3. Permanent Establishment (PE) Risk: The company may create a taxable
presence in foreign countries.

4. Withholding Taxes: Cross-border payments (e.g., royalties, interest, dividends)
may attract withholding taxes.

5. Compliance with Tax Treaties: Ensure adherence to Double Taxation Avoidance
Agreements (DTAAs).

6. Customs Duties and Indirect Taxes: Import/export transactions involve
customs duties, GST, and VAT.

Step 2: Analyze and Resolve Each Issue
13. Double Taxation

Issue: Global Traders Ltd. is taxed in both the source country (where income is
earned) and the resident country (where it is headquartered).
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Solution:

o Tax Treaties: Leverage DTAAs between countries to claim relief from double
taxation.

o Foreign Tax Credit (FTC): Claim credit in the resident country for taxes
paid in the source country.

o Exemption Method: Exempt foreign income from taxation in the resident
country if allowed under the tax treaty.

14. Transfer Pricing

Issue: Transactions between Global Traders Ltd. and its foreign subsidiaries must
comply with arm's length principles to avoid tax disputes.

Solution:

o Documentation: Maintain detailed transfer pricing documentation,
including benchmarking studies.

o Advance Pricing Agreements (APAs): Enter into APAs with tax
authorities to pre-determine transfer pricing methods.

o Arm's Length Principle: Ensure intercompany transactions are priced as if
they were between independent entities.

15. Permanent Establishment (PE) Risk

Issue: Global Traders Ltd. may create a PE in foreign countries through its
operations, leading to additional tax liabilities.

Solution:

o PE Thresholds: Monitor activities in foreign countries to avoid crossing PE
thresholds (e.g., maintaining a fixed place of business or dependent agents).

o Local Compliance: Register and comply with local tax laws if a PE is
established.

16. Withholding Taxes

Issue: Cross-border payments (e.g., royalties, interest, dividends) may attract
withholding taxes in the source country.

Solution:

o Tax Treaty Benefits: Use DTAAs to reduce withholding tax rates.
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o Proper Documentation: Submit necessary forms (e.g., Form W-8BEN in
the USA) to claim treaty benefits.

o Tax Planning: Structure payments to minimize withholding tax liabilities.

17. Compliance with Tax Treaties

Issue: Global Traders Ltd. must comply with DTAAs to avoid disputes and
penalties.

Solution:
o Treaty Interpretation: Understand and apply treaty provisions correctly.

o Residency Certificates: Obtain residency certificates to prove eligibility for
treaty benefits.

o Dispute Resolution: Use Mutual Agreement Procedures (MAPs) to resolve
disputes under tax treaties.

18. Customs Duties and Indirect Taxes

Issue: Import/export transactions involve customs duties and indirect taxes,
which can increase costs.

Solution:

o Free Trade Agreements (FTAs): Use FTAs to reduce or eliminate customs
duties.

o GST/VAT Refunds: Claim refunds for GST/VAT paid on exports.

o Customs Valuation: Ensure proper valuation of goods to avoid overpaying
duties.

Step 3: Implement Tax Optimization Strategies

1. Holding Company Structure:

o Establish a holding company in a tax-efficient jurisdiction to manage
international operations.
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2. Tax-Efficient Supply Chain:
o Optimize the supply chain to minimize customs duties and indirect taxes.
3. Use of Tax Havens:

o Legally route profits through low-tax jurisdictions to reduce overall tax
liability.

4. Debt Financing:
o Use intercompany loans to shift profits to jurisdictions with lower tax rates

(subject to thin capitalization rules).

Step 4: Ensure Compliance and Reporting

1. Country-by-Country Reporting (CbCR):

o Submit CbCR to tax authorities if the company meets the threshold (e.g.,
consolidated revenue of €750 million).

2. Transfer Pricing Documentation:
o Prepare Master File, Local File, and CbCR as per OECD guidelines.
3. Foreign Account Tax Compliance Act (FATCA):

o Comply with FATCA requirements if the company has financial assets in the
USA.

4. Common Reporting Standard (CRS):

o Report financial accounts held in foreign jurisdictions to tax authorities.

Step 5: Monitor and Review

1. Regular Audits:

o Conduct internal and external audits to ensure compliance with international
tax laws.

2. Stay Updated:

o Monitor changes in tax laws, treaties, and OECD guidelines.
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3. Professional Advice:

o Engage international tax consultants or legal experts to navigate complex
cross-border tax issues.

Conclusion

By addressing double taxation, transfer pricing, PE risks, withholding taxes, and
customs duties, Global Traders Ltd. can optimize its tax liabilities and ensure
compliance with international tax laws. Leveraging tax treaties, maintaining proper
documentation, and implementing tax-efficient structures will help the company
thrive in international trade while minimizing tax risks. ompetitive in the global
market.
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8) Tax Saving Plan for High Net-Worth Individuals : Develop and implement
tax saving plans for individualLs with high income and diverse investments.
(Day No:3)

Tax Saving Plan for High Net-Worth Individuals (HNIs)

High Net-Worth Individuals (HNIs) often have complex financial portfolios, including
diverse investments, multiple income streams, and significant assets. Developing a
comprehensive tax-saving plan for HNIs involves leveraging legal tax deductions,
exemptions, and investment opportunities to minimize tax liabilities while maximizing
wealth growth. Below is a step-by-step guide to creating and implementing an
effective tax-saving plan for HNIs.

Step 1: Assess the Individual's Financial Profile

1. Income Sources:

o Salary, business income, capital gains, rental income, dividends, and interest
income.

2. Investments:

o Equity, mutual funds, real estate, fixed deposits, bonds, and alternative
investments.

3. Expenses:
o Lifestyle expenses, business expenses, and charitable contributions.
4. Tax Residency:
o Determine residency status for tax purposes (e.g., resident, non-resident,

or not ordinarily resident).

Step 2: Leverage Tax Deductions and Exemptions
f. Income Tax Deductions

1. Section 80C (Up to %1.5 lakh):
o Investin tax-saving instruments like:

» Equity-Linked Savings Scheme (ELSS).
« Public Provident Fund (PPF).
« National Savings Certificate (NSC).

» Life Insurance Premiums.
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» Home Loan Principal Repayment.
« Tuition Fees for Children.
2. Section 80D (Health Insurance):

o Deduct premiums paid for self, family, and parents (up to ¥25,000-%1 lakh
depending on age).

3. Section 80E (Education Loan Interest):

o Deduct interest paid on education loans for higher studies.
4. Section 24(b) (Home Loan Interest):

o Deduct up to %2 lakh on interest paid for a self-occupied property.
5. Section 80G (Donations):

o Claim deductions for donations to approved charitable institutions
(50%-100% of the donation amount).

g. Capital Gains Exemptions

1. Section 54:

o Reinvest capital gains from the sale of a residential property into another
property to claim exemption.

2. Section 54EC:
o Invest capital gains in specified bonds (e.g., REC, NHAI) to defer taxes.
3. Section 10(38):
o Long-term capital gains (LTCG) from equity shares or equity-oriented mutual

funds are tax-free up to %1 lakh per year.

Step 3: Optimize Investment Portfolio

1. Tax-Efficient Investments:
o Investin instruments with lower tax implications, such as:
» Equity-Linked Savings Scheme (ELSS).
» Tax-Free Bonds.

» Sovereign Gold Bonds (SGBs).
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« National Pension System (NPS) - Additional deduction of ¥50,000
under Section 80CCD(1B).

2. Diversification:

o Spread investments across asset classes (equity, debt, real estate, and
alternative investments) to balance risk and returns.

3. Tax Harvesting:

o Sell loss-making investments to offset capital gains and reduce tax liability.

Step 4: Utilize Business and Professional Deductions

1. Business Expenses:

o Deduct legitimate business expenses (e.g., travel, office rent, employee
salaries).

2. Depreciation:

o Claim depreciation on business assets like machinery, equipment, and
vehicles.

3. Home Office Deduction:

o Deduct expenses for a home office if used for business purposes.

Step 5: Plan for Retirement

1. National Pension System (NPS):

o Contribute to NPS for additional tax benefits under Section 80CCD(1B) (up
to ¥50,000).

2. Annuity Plans:

o Investin annuity plans for a steady post-retirement income stream.

Step 6: Estate Planning and Inheritance Tax

1. Gifts:

o Utilize the annual gift tax exemption limit (up to ¥50,000 per recipient per
year).
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2. Will and Trusts:

o Create a will or trust to manage and distribute assets efficiently, minimizing
inheritance tax implications.

3. Life Insurance:

o Use life insurance policies to provide financial security to heirs and reduce
estate tax burden.

Step 7: International Tax Planning

1. Double Taxation Avoidance Agreements (DTAAS):
o Claim tax relief on foreign income under DTAAs.
2. Foreign Tax Credit (FTC):
o Claim credit for taxes paid in foreign countries.
3. Offshore Investments:

o Investin tax-efficient jurisdictions to diversify and reduce tax liabilities.

Step 8: Monitor and Review

1. Regular Audits:

o Conduct periodic financial audits to ensure compliance and optimize tax
savings.

2. Stay Updated:

o Keep track of changes in tax laws, exemptions, and investment
opportunities.

3. Professional Advice:

o Engage a Chartered Accountant (CA) or tax consultant to tailor the tax-
saving plan to individual needs.

Sample Tax-Saving Plan for an HNI
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Profile:
.Annual Income: %2.5 crore (salary, business income, and capital gains).

.Investments: Equity, mutual funds, real estate, and fixed deposits.
.Goals: Tax savings, wealth growth, and retirement planning.

Plan:
1. Section 80C:

o Invest 1.5 lakh in ELSS and PPF.
2. Section 80D:

o Pay health insurance premiums of 50,000 (self and family) and ¥50,000
(parents).

3. Section 24(b):

o Deduct %2 lakh on home loan interest.
4. NPS:

o Contribute 50,000 for additional tax benefits.
5. Capital Gains:

o Reinvest X50 lakh from property sale into another property under Section
54.

6. Donations:
o Donate %10 lakh to an approved charity (50% deduction under Section 80G).
7. Tax Harvesting:

o Offset capital gains of X5 lakh by selling loss-making investments.

Conclusion

By leveraging tax deductions, optimizing investments, and planning for retirement
and estate, HNIs can significantly reduce their tax liabilities while growing their
wealth. Regular monitoring and professional advice are essential to adapt to changing
tax laws and financial goals. A well-structured tax-saving plan ensures compliance,
maximizes savings, and secures long-term financial stability.
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9) SME Financial and Tax Management : Manage the financial records and tax
obligations of a Small andn Medium-sized Enterprises using Tally and other
tools. (Day No:4)

Managing the financial records and tax obligations of Small and Medium-sized
Enterprises (SMEs) is a critical task that ensures compliance, financial health, and
operational efficiency. Tools like Tally, along with other financial management software,
can streamline these processes, making them accessible and manageable even for SMEs
with limited resources. Below is an overview of how SMEs can effectively manage their
financial records and tax obligations using Tally and complementary tools.

1. Understanding SME Financial and Tax Management Needs

SMEs typically face challenges such as limited budgets, lack of dedicated
financial staff, and complex tax regulations. Effective financial and tax
management involves:

Recording Transactions: Tracking income, expenses, assets, and liabilities
accurately.

Tax Compliance: Calculating and filing taxes (e.g., GST, VAT, income tax) as per
local regulations.

Cash Flow Management: Monitoring liquidity to ensure operational continuity.

Financial Reporting: Generating balance sheets, profit and loss statements, and
other reports for decision-making.

2. Using Tally for Financial and Tax Management

Tally is a widely-used accounting software, particularly popular among SMEs
in regions like India, due to its user-friendly interface and robust features
tailored to small business needs. Here’s how Tally can be applied:

b. Financial Record Management

Ledger Maintenance: Create and manage ledgers for all accounts (e.g., sales,
purchases, bank accounts) to record transactions systematically.

Invoicing: Generate professional invoices for customers and record supplier bills,
ensuring all transactions are tracked.

Inventory Tracking: For SMEs dealing with physical goods, Tally offers inventory
management to monitor stock levels, costs, and sales.

Bank Reconciliation: Sync bank transactions with Tally to maintain accurate
cash flow records and identify discrepancies.
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b. Tax Management

GST/VAT Compliance: Tally supports tax calculations and filings, such as GST in
India. It can generate GSTR-3B and other required returns, reducing manual effort
and errors.

Tax Deduction at Source (TDS): Automate TDS calculations and deductions for
payments to vendors or employees, ensuring compliance with local laws.

Tax Reports: Produce detailed tax reports to analyze tax liabilities and prepare
for filings.

c. Reporting and Insights

Financial Statements: Generate balance sheets, profit and loss statements, and
cash flow statements with a few clicks.

Customizable Reports: Tailor reports to track specific metrics like outstanding
receivables or payables, aiding in financial planning.

3. Complementary Tools for Enhanced Management

While Tally is powerful, combining it with other tools can provide a more
comprehensive solution for SMEs:

a. QuickBooks
Ideal for SMEs needing cloud-based access and integration with payroll systems.
It complements Tally by offering real-time collaboration and mobile access.

b. Excel or Google Sheets
For SMEs with basic needs or as a supplement to Tally, spreadsheets can be used
for budgeting, forecasting, and custom calculations. Data from Tally can be
exported to Excel for further analysis.

c. Zoho Books
A cloud-based alternative or addition to Tally, Zoho Books automates repetitive

tasks like payment reminders and integrates with other Zoho tools for CRM and
inventory management.

d. Payroll Software (e.g., Gusto, Paychex)
For SMEs managing employees, dedicated payroll tools ensure accurate salary
calculations, tax withholdings, and compliance with labor laws, syncing seamlessly
with Tally’s financial data.
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e. eTIMS Integration (Specific to Kenya)

Posts on X indicate that Tally Solutions has integrated with Kenya Revenue
Authority’s eTIMS system to help SMEs automate tax invoice generation and
accounting, ensuring compliance with local tax requirements.

4. Best Practices for SMEs Using Tally and Other Tools

Regular Data Entry: Update financial records daily or weekly to avoid backlogs
and ensure accuracy.

Backup Data: Use Tally’s backup feature to secure financial data against loss.

Training: Invest in basic training for staff to maximize Tally’s capabilities and
minimize errors.

Reconciliation: Periodically reconcile accounts (e.g., bank statements vs. Tally
records) to catch discrepancies early.

Consult Experts: For complex tax filings or audits, work with an accountant
familiar with Tally to ensure compliance and optimize tax strategies.

5. Benefits of Using Tally and Supporting Tools

Time Efficiency: Automation reduces manual work in accounting and tax
preparation.

Cost Savings: SMEs can manage finances in-house, minimizing the need for
expensive external services.

Compliance: Built-in tax features help adhere to regulations, avoiding penalties.

Scalability: As the SME grows, Tally and other tools can handle increased
transaction volumes and complexity.

6. Example Workflow

1. Daily: Record sales and expenses in Tally, issue invoices, and update inventory.
2. Weekly: Reconcile bank transactions and review cash flow.

3. Monthly: Generate tax reports (e.g., GST returns) in Tally, file via integrated
systems (e.g., eTIMS in Kenya), and review financial statements.

4. Annually: Prepare year-end reports like profit and loss statements and collaborate
with an accountant for tax filings.
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10) E-Commerce Business GST Setup: Establish and manage the GST frame
work for an e-commerce business, including digital transactions and interstate
sales. (Day No: 11)

E-Commerce Business GST Setup: Establishing and Managing the GST
Framework

Setting up and managing the Goods and Services Tax (GST) framework for an e-
commerce business is essential to ensure compliance with tax laws, especially given the
complexities of digital transactions and interstate sales. In India, where GST is a unified
tax system, e-commerce businesses face unique challenges such as tax collection at
source (TCS), reverse charge mechanisms, and varying tax obligations based on the
nature of goods and services sold. Below is a detailed guide on how to establish and
manage the GST framework for an e-commerce business, including tools like Tally and
best practices.

8. Understanding GST Requirements for E-Commerce Businesses

E-commerce businesses, whether selling through their own websites or
platforms like Amazon, Flipkart, or Shopify, must comply with GST
regulations. Key aspects include:

GST Registration: Mandatory for e-commerce operators and sellers if their
annual turnover exceeds 320 lakh (%10 lakh in special category states) or if they
engage in interstate sales, regardless of turnover.

Tax Collection at Source (TCS): E-commerce platforms are required to deduct
1% TCS (0.5% CGST + 0.5% SGST or 1% IGST) on payments made to suppliers
and deposit it with the government.

Interstate Sales: Sales across state borders attract Integrated GST (IGST), while
intrastate sales attract Central GST (CGST) and State GST (SGST).

Digital Transactions: Services like subscription fees, digital products, or
commissions are taxable under GST, often under the reverse charge mechanism
(RCM) where the recipient pays the tax.

Input Tax Credit (ITC): Businesses can claim ITC on GST paid for inputs,
provided proper documentation (e.g., invoices) is maintained.
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9. Steps to Establish the GST Framework
a. Obtain GST Registration

Process: Apply for GSTIN (GST Identification Number) via the GST portal
(www.gst.gov.in). Provide business details, PAN, Aadhaar, bank account
information, and proof of address.

E-Commerce Specifics: Select “"E-commerce Operator” or "“Supplier on E-
commerce” during registration, depending on your role (platform owner or seller).

Timeframe: Registration typically takes 3-7 working days.
b. Set Up Accounting Systems

Use software like Tally.ERP 9 or TallyPrime to manage GST-related transactions:

o Configure GST settings in Tally (e.g., enable GST, input HSN/SAC codes, set
tax rates).

o Create ledgers for CGST, SGST, IGST, and TCS.
o Record sales, purchases, and TCS deductions systematically.

c. Classify Goods and Services

Assign HSN (Harmonized System of Nomenclature) codes for goods and SAC
(Services Accounting Codes) for services to determine applicable GST rates
(e.g., 5%, 12%, 18%, or 28%).

For interstate sales, ensure IGST is applied correctly.

d. Integrate Payment Gateways and Platforms

Link your e-commerce platform (e.g., Shopify, WooCommerce) with accounting
software to automate GST calculation on digital transactions.

Ensure payment gateways provide GST-compliant invoices.

e. Establish TCS Mechanism (If an E-Commerce Operator)

Deduct 1% TCS from payments to sellers and deposit it via Form GSTR-8 by the
10t of the following month.

Provide sellers with TCS certificates for ITC claims.
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10. Managing GST for Digital Transactions and Interstate Sales
a. Digital Transactions

Taxability: Digital goods (e.g., e-books, software) and services (e.g., website
hosting, subscription fees) are taxable under GST. The place of supply determines
whether CGST/SGST or IGST applies.

Reverse Charge Mechanism (RCM): For services like freelance commissions or
foreign vendor payments, the e-commerce business may need to pay GST under
RCM and claim ITC.

Invoicing: Generate GST-compliant invoices with details like GSTIN, HSN/SAC
codes, and tax breakup.

b. Interstate Sales

IGST Application: Charge IGST on sales to customers in different states. For
example, a seller in Tamil Nadu selling to Gujarat charges IGST based on the
product’s tax slab.

Documentation: Maintain e-way bills for goods valued over 350,000 during
interstate transport (generated via the GST portal or integrated tools).

Reconciliation: Match interstate sales data with GST returns (e.g., GSTR-1) to
avoid discrepancies.

c. Returns Filing

GSTR-1: File details of outward supplies (sales) by the 11th of the next month.

GSTR-3B: Submit a summary return with tax liability and ITC claims by the 20th
of the next month.

GSTR-8: For e-commerce operators, file TCS details by the 10th of the next
month.

GSTR-9: Annual return consolidating all transactions, due by December 31st of
the following year.

4. Tools for GST Management
Tally: Automates GST calculations, generates returns (e.g., GSTR-1, GSTR-3B),
and tracks TCS. Integrate with the GST portal for seamless filing.

Zoho Books: A cloud-based alternative for real-time GST tracking and e-
commerce integrations.
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ClearTax: Simplifies GST return filing and e-way bill generation, especially for
businesses with high transaction volumes.

Excel: Useful for small-scale sellers to manually track GST data and reconcile with
Tally or platform reports.

11. Best Practices for GST Compliance

Regular Updates: Stay informed about GST rate changes or compliance updates
via the GST portal or X posts from credible sources.

Accurate Invoicing: Ensure all invoices include GSTIN, tax breakup, and
HSN/SAC codes to avoid ITC rejection.

Reconciliation: Match sales data from e-commerce platforms with Tally records
and GST returns monthly.

TCS Management: If an operator, deposit TCS on time and issue certificates to
sellers promptly.

Professional Help: Consult a GST practitioner for complex cases like RCM or
audits.

12. Benefits of a Robust GST Framework

Compliance: Avoid penalties and legal issues with timely filings and accurate tax
payments.

Cost Efficiency: Claim ITC to reduce overall tax liability.

Scalability: A well-set GST system supports business expansion across states or
product lines.

Transparency: Clear tax records improve trust with customers and partners.

13. Example Workflow

Daily: Record sales (interstate and intrastate) in Tally, generate invoices, and
deduct TCS if applicable.

Weekly: Reconcile platform sales data (e.g., Amazon reports) with Tally and
ensure e-way bills are generated for shipments.
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Monthly: File GSTR-1 (sales), GSTR-3B (summary), and GSTR-8 (TCS), while
claiming ITC on purchases.

Annually: Review all transactions, file GSTR-9, and prepare for audits if required.
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11) Audit Preparation and Support : Prepare a company for a tax audit,
ensuring all records, filings, and compliance measures are in place. (Day
No:4)

Audit Preparation and Support : Prepare a company for a tax audit, ensuring all
records, filings, and compliance measures are in place.

Preparing a company for a tax audit involves a thorough review of financial records,
compliance with tax laws, and ensuring all documentation is accurate and readily
available. Below is a step-by-step guide to help a company prepare for a tax audit
and provide ongoing support:

. Understand the Scope of the Audit

Review the Audit Notice: Carefully read the audit notice from the tax authority to
understand the scope, tax years under review, and specific areas of focus (e.g.,
income, deductions, credits, payroll taxes).

Identify Key Contacts: Designate a point person (e.g., CFO, tax manager, or
external advisor) to liaise with the auditor and coordinate the audit process.

. Organize Financial Records

Gather Required Documents: Collect all relevant records, including:

o Financial statements (income statement, balance sheet, cash flow
statement).

o General ledger and trial balances.

o Tax returns for the years under audit.

o Bank statements and canceled checks.

o Invoices, receipts, and expense reports.

o Payroll records (if applicable).

o Depreciation schedules and fixed asset records.

o Documentation for deductions, credits, and exemptions claimed.

Ensure Accuracy: Verify that all records are accurate, complete, and consistent
with the tax returns filed.

Use Digital Tools: Organize records electronically using accounting software or
document management systems for easy retrieval.
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7. Review Tax Filings and Compliance

Reconcile Tax Returns: Compare tax returns with financial statements to ensure
consistency and identify discrepancies.

Verify Compliance: Confirm that all tax filings (income tax, sales tax, payroll tax,
etc.) are up-to-date and comply with applicable laws.

Identify Potential Issues: Proactively identify areas that may raise red flags, such

as large deductions, unusual transactions, or inconsistencies.

8. Conduct an Internal Audit

Simulate the Audit: Perform an internal review to identify and address potential
issues before the official audit.

Engage a Tax Professional: Consider hiring a tax consultant or accountant to
conduct a pre-audit review and provide expert advice.

9. Prepare Supporting Documentation

Document Justifications: Prepare explanations and supporting evidence for any
unusual or complex transactions, deductions, or credits.

Maintain a Clear Paper Trail: Ensure all transactions are well-documented and
easily traceable.

Organize Files: Create a well-organized file system (physical or digital) to present

documents to the auditor efficiently.

10. Train Staff and Designate Roles

Educate Employees: Ensure relevant staff understand the audit process and their
roles in providing information.

Designate a Liaison: Appoint a knowledgeable employee or external advisor to
communicate with the auditor and handle requests.

14. Communicate with the Auditor

Be Professional and Cooperative: Maintain a professional and cooperative attitude
during the audit.

Provide Only Requested Information: Share only the documents and information
specifically requested by the auditor to avoid unnecessary scrutiny.
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Document Interactions: Keep a record of all communications with the auditor,
including requests and responses.

15. Address Findings and Resolve Issues

Review Preliminary Findings: Carefully review any preliminary findings or proposed
adjustments from the auditor.

Provide Additional Documentation: If disagreements arise, provide additional
evidence or explanations to support your position.

Negotiate Settlements: Work with the auditor to resolve disputes and negotiate
settlements if necessary.

10. Implement Post-Audit Improvements

Analyze Audit Results: Identify areas of weakness or non-compliance revealed
during the audit.

Update Policies and Procedures: Strengthen internal controls, record-keeping
practices, and compliance measures to prevent future issues.

Train Staff: Provide training to employees on improved processes and compliance

requirements.

11. Seek Professional Support

Engage Tax Advisors: Work with tax professionals, such as CPAs or tax attorneys,
to ensure compliance and represent the company during the audit.

Consider Audit Insurance: Explore options for audit insurance to cover potential

costs associated with future audits.

Key Tips for Success

Be Proactive: Start preparing as soon as you receive the audit notice to avoid last-
minute stress.

Stay Organized: Maintain organized records throughout the year to simplify the
audit process.

Remain Transparent: Be honest and transparent with the auditor to build trust and
avoid penalties.
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12) Non-Profit Organisation Tax Compliance: Address the unique tax
requirements of a non-profit organisation, with a focus on exemptions and
compliance. Please note that it is under Indian Income Tax Law. (Day No:5)

Non-Profit Organisation Tax Compliance under Indian Income Tax Law

Non-profit organisations (NPOs) in India, such as trusts, societies, and Section 8
companies, enjoy certain tax benefits under the Income Tax Act, 1961. However, they
must comply with specific tax regulations to maintain their tax-exempt status and avoid
penalties. Below is a detailed guide to addressing the unique tax requirements of NPOs
in India, with a focus on exemptions and compliance:

1. Understand Tax-Exempt Status under Section 12A and 80G

Section 12A Registration:
NPOs must apply for registration under Section 12A of the Income Tax

Act to claim tax exemption on their income. This registration is granted by the
Commissioner of Income Tax (Exemptions).

o Eligibility: The organisation must be engaged in charitable activities as
defined under Section 2(15) of the Income Tax Act, such as relief of the poor,
education, medical relief, and advancement of any other object of general
public utility.

o Application Process: File Form 10A online through the Income Tax portal.
Provide details about the organisation's objectives, activities, and financials.

Section 80G Approval:

To enable donors to claim tax deductions on their contributions, NPOs must
obtain approval under Section 80G.

o Eligibility: The organisation must meet specific criteria, such as maintaining
proper accounts and using funds solely for charitable purposes.

o Application Process: File Form 10G online. Once approved, donors can claim
a tax deduction of 50% or 100% (depending on the approval) on their
donations.
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2. Maintain Compliance with Income Tax Laws

Annual Filing Requirements:

NPOs registered under Section 12A must file an annual return in Form ITR-
7 (Income Tax Return for Charitable/Religious Trusts). This form requires details
of income, expenses, and activities undertaken during the financial year.

o Audit Requirements: If the organisation's total income exceeds 2.5 lakh, it
must get its accounts audited by a Chartered Accountant and submit the
audit report in Form 10B along with ITR-7.

Tax on Non-Charitable Income:

If an NPO earns income from activities not related to its charitable purpose (e.g.,
rental income, business income), such income may be taxable under Section
11(4A).

o Unrelated Business Income Tax (UBIT): Ensure that such income is
separately accounted for and taxed at the applicable rates.

Tax Deducted at Source (TDS):

NPOs must comply with TDS provisions if they make payments such as salaries,
professional fees, or rent above specified thresholds. File TDS returns and issue
Form 16/16A to deductees.

3. Ensure Proper Record-Keeping

Financial Records: Maintain accurate books of accounts, including income,
expenses, donations, and grants.

Donor Records: Keep a record of donor contributions, including names, amounts,
and PAN (if applicable). Issue receipts for donations.

Meeting Minutes: Document board meetings and decisions to demonstrate proper

governance and compliance with the organisation's objectives.

4. Adhere to Fundraising and Donation Rules

Tax-Deductible Donations: Ensure that donations are properly acknowledged and
that donors receive receipts for tax purposes.

Restricted Funds: Use restricted funds (e.g., corpus donations) only for the
purposes specified by the donor.
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Foreign Contributions: If the organisation receives foreign contributions, it must
comply with the Foreign Contribution Regulation Act (FCRA) and obtain prior
approval or registration from the Ministry of Home Affairs.

5. Avoid Prohibited Activities

Non-Charitable Activities: Ensure that the organisation's activities are solely for
charitable purposes and do not involve profit-making.

Political Activities: Avoid engaging in political activities, as this can lead to the
cancellation of tax-exempt status.

Private Benefit: Ensure that the organisation's income or assets are not used for
the personal benefit of trustees, members, or their relatives.

6. Monitor State and Local Compliance

GST Registration: If the organisation's annual turnover exceeds the GST threshold
(%20 lakh for services, 340 lakh for goods), it must register under GST and file
periodic returns.

Professional Tax: Comply with state-level professional tax requirements if the
organisation has employees.

Property Tax Exemption: Apply for property tax exemption for properties used for

charitable purposes, if available under state laws.

7. Conduct Regular Internal Reviews

Financial Audits: Periodically conduct internal or external audits to ensure financial
integrity and compliance.

Policy Reviews: Regularly review and update policies, such as conflict of interest,
whistleblower, and document retention policies.

Compliance Training: Provide training for trustees and staff on tax compliance and
governance best practices.

8. Seek Professional Guidance
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Tax Advisors: Work with tax professionals who specialise in non-profit tax
compliance to ensure adherence to complex regulations.

Legal Counsel: Consult legal counsel to address governance, fundraising, and
compliance issues.

Accounting Services: Engage Chartered Accountants familiar with non-profit
financial reporting and tax requirements.

9. Stay Informed About Regulatory Changes

Income Tax Updates: Monitor updates from the Income Tax Department regarding
changes to tax laws and filing requirements.

Industry Resources: Utilise resources from non-profit associations, such as
the Charities Aid Foundation (CAF) India or NGO Darpan, to stay informed about
compliance best practices.

10. Key Tips for Success

Plan Ahead: Stay proactive in meeting filing deadlines and compliance
requirements.

Document Everything: Maintain thorough documentation to support tax filings and
exemption status.

Engage Stakeholders: Involve trustees, staff, and volunteers in compliance efforts
to ensure collective responsibility.

By addressing these unique tax requirements and maintaining a strong focus on
compliance, non-profit organisations in India can preserve their tax-exempt status,
build trust with donors and stakeholders, and continue to fulfill their mission
effectively.
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13) Real Estate Sector Taxation : Manage the complex tax scenario of a real
estate business, focusing on GST, capital gains, and other relevant taxes. (Day
No: 12)

The real estate sector is subject to a complex tax regime, involving multiple taxes such
as Goods and Services Tax (GST), Capital Gains Tax, Income Tax, and Stamp
Duty. Managing these taxes effectively is crucial for compliance and optimizing tax
liabilities. Below is a comprehensive guide to navigating the tax scenario in the real
estate sector, with a focus on GST, capital gains, and other relevant taxes:

2. Goods and Services Tax (GST)

GST is a significant tax in the real estate sector, applicable to the sale, purchase,
and construction of properties. Key aspects include:

a. GST Rates for Real Estate

Under-Construction Properties:
o Residential properties: 5% GST (without Input Tax Credit, ITC).
o Affordable housing: 1% GST (without ITC).

Completed Properties:

o No GST is applicable if the property is sold after receiving the completion
certificate.

Commercial Properties:
o 129% GST (with ITC).
b. Input Tax Credit (ITC)

Developers can claim ITC on construction materials and services used for under-
construction properties.

ITC is not available for residential properties sold at 5% or 1% GST rates.

c. Compliance Requirements

Registration: Real estate businesses must register under GST if their turnover
exceeds the threshold limit (320 lakh for services, 340 lakh for goods).

Invoicing: Issue GST-compliant invoices for all transactions.

Filing Returns: File monthly/quarterly GST returns (GSTR-1, GSTR-3B, and
GSTR-9 annually).
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3. Capital Gains Tax

Capital gains tax is levied on the profit earned from the sale of real estate. It is
classified into two categories:

a. Short-Term Capital Gains (STCG)

Applicable if the property is sold within 24 months (2 years) of purchase.
Taxed as per the applicable income tax slab rates.

b. Long-Term Capital Gains (LTCG)

Applicable if the property is sold after 24 months (2 years) of purchase.
Taxed at 20% with indexation benefits (to adjust for inflation).

c. Exemptions on Capital Gains

Section 54: Exemption on LTCG if the proceeds are reinvested in another
residential property.

Section 54EC: Exemption if the proceeds are invested in specified bonds (e.g.,
NHAI or REC bonds) within 6 months.

Section 54F: Exemption on LTCG if the proceeds are reinvested in a residential
property (applicable if the asset sold is not a residential property).

4. Income Tax on Rental Income

Rental income from real estate is taxable under the head "Income from
House Property." Key points include:

a. Gross Annual Value (GAV)

The higher of the actual rent received or the fair market rent.

b. Deductions

Standard Deduction: 30% of the net annual value (NAV).

Interest on Home Loan: Deduction up to %2 lakh for self-occupied property
(under Section 24).
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Municipal Taxes: Deductible if paid by the owner.

c. Tax on Vacant Property

If the property is vacant, the owner is still liable to pay tax on the notional rent (fair
market value).

5. Stamp Duty and Registration Charges

Stamp Duty: Levied by state governments on property transactions. Rates vary
between states (typically 5% to 7% of the property value).

Registration Charges: Paid for registering the property in the buyer's name
(usually 1% of the property value).

6. Tax Deducted at Source (TDS)

Section 194-IA: Buyers must deduct 1% TDS on property purchases exceeding
%50 lakh.

Section 194-1I: Tenants must deduct 10% TDS on rent payments exceeding 32.4
lakh annually.

7. Other Relevant Taxes

a. Municipal Taxes
Levied by local municipal authorities on property ownership. Rates vary based on
property type and location.

b. Wealth Tax (Abolished)
Wealth tax was abolished in 2015. However, high-value properties may attract tax
under the Income Tax Act (e.g., tax on notional rent for unsold inventory).

c. Tax on Joint Development Agreements (JDAs)
Developers and landowners must account for tax implications under JDAs,
including capital gains and GST.

8. Compliance and Record-Keeping

Maintain detailed records of all transactions, including purchase agreements, sale
deeds, and invoices.

File timely tax returns and comply with GST, TDS, and income tax regulations.
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Conduct regular internal audits to ensure compliance and identify potential tax
savings.

9. Tax Planning Strategies

Utilize Exemptions: Take advantage of exemptions under Sections 54, 54EC,
and 54F to reduce capital gains tax liability.

Optimize GST Input Tax Credit: Ensure proper documentation and utilization of
ITC on construction materials and services.

Plan for Rental Income: Deduct allowable expenses (e.g., interest on home
loans, municipal taxes) to reduce taxable rental income.

Structure Transactions Efficiently: Use joint development agreements,
partnerships, or corporate structures to optimize tax liabilities.

10. Professional Guidance

Engage tax consultants, Chartered Accountants (CAs), and legal
advisors to navigate the complex tax landscape.

Stay updated on changes in tax laws and regulations affecting the real estate
sector.

11. Key Tips for Success

Stay Compliant: Adhere to all tax filing and payment deadlines to avoid penalties.

Leverage Technology: Use accounting and tax software to streamline
compliance and reporting.

Monitor Cash Flow: Plan for tax liabilities in advance to avoid cash flow
disruptions.

By effectively managing GST, capital gains, and other relevant taxes, real estate
businesses can ensure compliance, minimize tax liabilities, and optimize
profitability. Professional guidance and proactive tax planning are essential to
navigate the complexities of real estate taxation.
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14) Manufacturing Industry GST Management: Handle the GST compliance
for a manufacturing industry in India, dealing with input tax credits,
classfications and filings. (Day No: 12)

Managing Goods and Services Tax (GST) compliance in the manufacturing
industry in India involves understanding complex regulations, ensuring accurate
input tax credit (ITC) claims, proper classification of goods and services, and
timely filing of returns. Below is a comprehensive guide to handling GST
compliance for the manufacturing sector:

1. GST Registration

Mandatory Registration: Manufacturers must register under GST if their
aggregate turnover exceeds %40 lakh (320 lakh for special category states) for
goods.

Voluntary Registration: Businesses with turnover below the threshold can
register voluntarily to claim ITC.

Multiple Registrations: If a manufacturer operates in multiple states, separate
GST registrations are required for each state.

2. Input Tax Credit (ITC)

ITC is a critical aspect of GST for manufacturers, as it allows them to claim credit
for taxes paid on inputs, raw materials, and services used in the production
process.

a. Eligibility for ITC

ITC can be claimed only if the goods or services are used for business purposes.
Proper tax invoices and supporting documents must be maintained.
The supplier must have filed their GST returns and paid taxes to the government.

b. Conditions for Claiming ITC

Goods or services must be used for taxable supplies (not exempt supplies).

ITC cannot be claimed for personal use or for goods/services blocked
under Section 17(5) of the CGST Act (e.g., motor vehicles, personal expenses).

c. ITC Reversal

ITC must be reversed if inputs are used for exempt supplies or if goods are written
off, lost, or destroyed.
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Reversal is also required if payment to the supplier is not made within 180 days.

d. ITC Reconciliation

Regularly reconcile ITC claims with supplier invoices and GSTR-2A/2B (auto-
populated purchase details).

Identify and rectify mismatches to avoid disallowance of ITC.

3. Classification of Goods and Services

HSN Codes: Manufacturers must classify their products under the
correct Harmonized System of Nomenclature (HSN) codes.

o Businesses with turnover up to %5 crore: 4-digit HSN code.
o Businesses with turnover above X5 crore: 6-digit HSN code.

GST Rates: Ensure proper classification to apply the correct GST rates (e.g., 5%,
12%, 18%, or 28%).

Exempt Supplies: Identify and segregate exempt supplies to avoid ITC reversal

issues.

4. GST Returns Filing

Manufacturers must file various GST returns to remain compliant. Key returns
include:

a. GSTR-1 (Outward Supplies)

Filed monthly/quarterly to report details of outward supplies (sales).

Due date: 11th of the following month (monthly filers) or 13th of the month
following the quarter (quarterly filers under QRMP scheme).

b. GSTR-3B (Summary Return)

Filed monthly to summarize outward and inward supplies, ITC claimed, and tax
payable.

Due date: 20th of the following month.
c. GSTR-9 (Annual Return)

Filed annually to consolidate details of all transactions for the financial year.

Due date: 31st December of the following financial year.
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10.

d. GSTR-9C (Reconciliation Statement)

Mandatory for businesses with turnover exceeding X5 crore.

A reconciliation statement certified by a Chartered Accountant or Cost Accountant.

. E-Way Bill Compliance

E-Way Bill Generation: Required for the movement of goods worth more than
%50,000.

Validity: E-way bills are valid for 1 day for every 200 km of travel.

Exceptions: No e-way bill is required for goods transported within the same state
if the value is below %¥50,000.

. Compliance with Reverse Charge Mechanism (RCM)

Applicability: Manufacturers must pay GST under RCM for specific goods/services
(e.g., goods transport agency services, import of services).

ITC Claim: GST paid under RCM can be claimed as ITC, subject to conditions.

. Export and Import Compliance

Exports: Zero-rated supplies under GST. Manufacturers can claim refunds of ITC
or export under a Letter of Undertaking (LUT) without paying GST.

Imports: GST is levied under the Integrated Goods and Services Tax (IGST).
ITC can be claimed on IGST paid on imports.

. Record-Keeping and Documentation

Maintain proper records of all invoices, purchase orders, delivery challans, and e-
way bills.

Ensure accurate books of accounts and reconcile them with GST returns.

Preserve records for at least 6 years as per GST law.

Tax Planning and Optimization
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Optimize ITC Claims: Ensure timely and accurate ITC claims to reduce tax
liability.

Input Service Distributor (ISD): Use ISD mechanism to distribute ITC across
branches or units.

Job Work: Utilize job work provisions to reduce GST liability on intermediate
goods.

11. Professional Guidance and Technology

Engage Experts: Work with GST consultants, Chartered Accountants, or tax
advisors to ensure compliance and optimize tax planning.

Use Technology: Implement GST-compliant accounting and ERP software to

automate invoicing, return filing, and ITC reconciliation.

12. Key Tips for Success

Timely Compliance: File GST returns and pay taxes on time to avoid penalties
and interest.

Regular Reconciliation: Reconcile ITC and supplier invoices regularly to avoid
mismatches.

Stay Updated: Keep track of changes in GST rates, rules, and compliance
requirements.

By effectively managing GST compliance, manufacturers can ensure smooth operations,
avoid penalties, and optimize their tax liabilities. Proper ITC management, accurate
classification, and timely return filing are critical to achieving GST compliance in the
manufacturing sector.
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15) Freelance Tax Optimization : Create a tax optimization strategy for
freelancers in India, including deductions, expenses and income reporting.
(Day No:5)

Freelancers in India face unique tax challenges due to the nature of their income and
expenses. However, with proper planning and optimization, freelancers can minimize
their tax liabilities while staying compliant with Indian tax laws. Below is a comprehensive
tax optimization strategy for freelancers, covering deductions, expenses, and income
reporting:

2. Understand Your Tax Obligations

Freelancers are considered self-employed professionals and are taxed under
the head "Income from Business or Profession" under the Income Tax
Act, 1961. Key points to note:

Tax Slabs: Freelancers are taxed as per the applicable income tax slabs (e.g., 5%,
20%, 30%).

Advance Tax: If tax liability exceeds 10,000 in a financial year, freelancers must
pay advance tax in installments (due dates: 15th June, 15th September, 15th
December, and 15th March).

GST Registration: If annual turnover exceeds %20 lakh (%10 lakh for special
category states), freelancers must register under GST and file returns.

3. Maintain Proper Books of Accounts

Freelancers must maintain accurate records of income and expenses to claim
deductions and comply with tax laws.
Income Records: Track all payments received from clients, including invoices
and bank statements.

Expense Records: Maintain receipts and bills for all business-related expenses.

Digital Tools: Use accounting software or apps to streamline record-keeping.

4. Claim Deductions for Business Expenses

Freelancers can reduce taxable income by claiming deductions for expenses
incurred for business purposes. Common deductible expenses include:
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a. Office Expenses

Rent for a dedicated workspace (if applicable).
Utilities (electricity, internet, phone bills).
Office supplies (stationery, printer ink, etc.).

b. Professional Expenses

Software subscriptions (e.g., Adobe, Microsoft Office).
Online tools (e.g., Canva, Trello).
Domain and hosting fees for websites.

c. Travel and Communication

Travel expenses for client meetings or work-related trips.
Mobile and internet bills used for work.

d. Equipment and Depreciation

Cost of laptops, computers, cameras, or other equipment used for work.
Depreciation can be claimed on capital assets over their useful life.

e. Marketing and Advertising

Costs of promoting services (e.g., social media ads, business cards).

f. Professional Development

Course fees, workshops, or certifications related to your field.

g. Bank Charges

Fees for business bank accounts or payment gateways.

5. Utilize Presumptive Taxation (Section 44ADA)

Freelancers with annual gross receipts up to ¥75 lakh can opt for presumptive
taxation under Section 44ADA.

Taxable Income: 50% of gross receipts is deemed as taxable income (no need
to maintain detailed expense records).

Advantages: Simplifies tax filing and reduces compliance burden.
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Conditions: Must declare at least 50% of gross receipts as income, even if actual
profits are lower.

6. Report Income Accurately

Form 16A: If clients deduct TDS (Tax Deducted at Source), freelancers will receive
Form 16A. Ensure this income is reported in your tax return.

Form 26AS/AIS: Verify all income and TDS details in Form 26AS or the Annual
Information Statement (AIS) on the Income Tax portal.

Foreign Income: If you earn income from international clients, report it under
"Income from Business or Profession" and comply with Foreign Exchange
Management Act (FEMA) regulations.

7. Claim Deductions Under Chapter VI-A

Freelancers can reduce taxable income by claiming deductions under Chapter
VI-A of the Income Tax Act:

Section 80C: Up to 1.5 lakh for investments (e.g., ELSS, PPF, NSC, life insurance
premiums).

Section 80D: Up to %25,000 (X50,000 for senior citizens) for health insurance
premiums.

Section 80G: Donations to eligible charities (50% or 100% deduction, depending
on the organization).

Section 80E: Interest paid on education loans.

Section 80TTA/TTB: Interest income from savings accounts (up to 310,000 for
individuals below 60 years, 350,000 for senior citizens).

8. Optimize GST Compliance

If registered under GST, freelancers can optimize their tax liability by:
Claiming Input Tax Credit (ITC): GST paid on business expenses (e.g.,
software, equipment) can be claimed as ITC.

Filing Returns: File GSTR-1, GSTR-3B, and GSTR-9 on time to avoid penalties.

Composition Scheme: If turnover is below 1.5 crore, freelancers can opt for the
composition scheme (lower GST rates but no ITC).
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9. Plan for Retirement Savings

Freelancers should invest in retirement plans to secure their future and save
taxes:

National Pension System (NPS): Contributions up to 50,000 are deductible
under Section 80CCD(1B) (over and above Section 80C).

Public Provident Fund (PPF): Contributions qualify for Section 80C deductions.

10. Keep Personal and Business Finances Separate

Open a separate business bank account to track income and expenses.

Use a dedicated credit card for business expenses to simplify record-keeping.

11. Professional Guidance

Tax Consultant: Work with a tax consultant or Chartered Accountant (CA) to
optimize tax planning and ensure compliance.

GST Expert: If registered under GST, consult a GST expert to maximize ITC and
minimize liabilities.

12. Key Tips for Success

Plan Ahead: Estimate your tax liability and pay advance tax on time to avoid
penalties.

Stay Organized: Maintain accurate records of income and expenses throughout
the year.

Leverage Technology: Use accounting software or apps to track finances and
generate reports.

File Returns on Time: Avoid last-minute filing to reduce errors and penalties.

By following this tax optimization strategy, freelancers in India can minimize their tax
liabilities, maximize deductions, and ensure compliance with tax laws. Proper planning
and professional guidance are key to achieving financial efficiency and peace of mind.
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16) Digitial Business Taxation: Manage taxation for a digitial business,
including considerations for online services digitial goods, and international
clients. (Day No:6)

Managing taxation for a digital business involves navigating a complex landscape of
domestic and international tax regulations. Digital businesses, such as those offering
online services, digital goods, or software, must comply with Goods and Services Tax
(GST), Income Tax, and international tax laws (if serving global clients). Below is
a comprehensive guide to managing taxation for a digital business in India:

1. GST Compliance for Digital Businesses
GST is a critical tax for digital businesses in India. Key considerations include:
a. GST Registration

Mandatory Registration: If your annual turnover exceeds 320 lakh (%10 lakh for
special category states), GST registration is mandatory.

Voluntary Registration: Businesses with turnover below the threshold can
register voluntarily to claim Input Tax Credit (ITC).

8. GST on Digital Goods and Services

Taxable Supplies: Digital goods (e.g., e-books, software) and online services
(e.g., subscriptions, consulting) are taxable under GST.

GST Rates: Most digital goods and services attract 18% GST.
9. Place of Supply Rules

Domestic Transactions: GST is applicable based on the location of the supplier
and recipient.

Export of Services: Services provided to international clients are
considered zero-rated supplies (0% GST), and ITC can be claimed.

Import of Services: If you purchase digital services from overseas, GST is
payable under the Reverse Charge Mechanism (RCM).

e. Input Tax Credit (ITC)

Claim ITC on GST paid for business expenses (e.g., software, hosting, marketing).

Ensure proper documentation (e.g., tax invoices) to support ITC claims.
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f. GST Returns Filing

File GSTR-1 (outward supplies), GSTR-3B (summary return), and GSTR-
9 (annual return) on time.

Use accounting software to automate GST compliance.

10. Income Tax Compliance

Digital businesses must comply with Income Tax laws, including reporting
income and claiming deductions.

11. Taxable Income
Income from digital goods, online services, and software sales is taxable
under “Income from Business or Profession.”

Foreign income must also be reported in Indian tax returns.

12. Deductions and Expenses
Claim deductions for business expenses (e.g., software subscriptions, marketing,
salaries).

Depreciation can be claimed on capital assets (e.g., servers, computers).

13. Presumptive Taxation (Section 44ADA)
If annual gross receipts are below 75 lakh, freelancers and small digital

businesses can opt for presumptive taxation (50% of gross receipts is deemed as
taxable income).

d. Advance Tax
If tax liability exceeds 10,000 in a financial year, pay advance tax in installments
(due dates: 15t™ June, 15% September, 15% December, and 15t March).

14. International Taxation

Serving international clients adds complexity to tax compliance. Key
considerations include:

15. Export of Services

Services provided to clients outside India are considered exports and are zero-
rated under GST (0% GST).

File Letter of Undertaking (LUT) to export services without paying GST.

Claim refunds for ITC on inputs used for export services.
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16. Foreign Exchange Management Act (FEMA)

Comply with FEMA regulations for receiving payments in foreign currency.
Maintain proper records of foreign income and expenses.

17. Double Taxation Avoidance Agreements (DTAA)

India has DTAAs with many countries to avoid double taxation on foreign income.
Claim tax relief or credits for taxes paid in foreign countries.

g. Equalization Levy

Scope: Applies to non-resident companies providing digital services (e.g., online
advertising, cloud services) to Indian customers.

Rate: 6% on the gross amount of consideration received.

Exemptions: Does not apply if the non-resident is liable to pay GST in India.

18. Tax Deducted at Source (TDS)

Section 1941J: Clients may deduct 10% TDS on payments for professional or
technical services.

Section 194-0: E-commerce operators must deduct 1% TDS on payments to
sellers.

File Form 26Q (TDS returns) and issue Form 16A to deductees.

19. Record-Keeping and Compliance

Maintain accurate records of income, expenses, invoices, and GST filings.
Use accounting software to track transactions and generate reports.

Preserve records for at least 6 years as per tax laws.

20. Tax Planning and Optimization

Optimize ITC Claims: Maximize ITC on business expenses to reduce GST liability.

Utilize Deductions: Claim deductions under Section 80C, 80D, and other
provisions of the Income Tax Act.

Plan for Retirement: Invest in NPS or PPF to save taxes and secure your future.
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21. Professional Guidance

Tax Consultant: Work with a tax consultant or Chartered Accountant (CA) to
ensure compliance and optimize tax planning.

GST Expert: Consult a GST expert for complex GST issues, especially for
international transactions.

Legal Advisor: Seek legal advice for cross-border taxation and FEMA compliance.

7. Key Tips for Success

Stay Updated: Keep track of changes in GST, Income Tax, and international tax
laws.

Leverage Technology: Use accounting and tax software to streamline
compliance.

File Returns on Time: Avoid penalties by filing GST and Income Tax returns on
time.

Plan for Cash Flow: Set aside funds for advance tax and GST payments.

By effectively managing GST, Income Tax, and international tax compliance, digital
businesses can minimize tax liabilities, avoid penalties, and focus on growth.
Professional guidance and proactive tax planning are essential for navigating the
complexities of digital business taxation.

17) Construction Project Tax Handling : Oversee the taxation aspects of a
construction project in India including GST on materials, services, and labour.
(Day No: 16)
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Managing the taxation aspects of a construction project in India involves navigating a
complex web of Goods and Services Tax (GST), Income Tax, and TDS (Tax
Deducted at Source) regulations. Construction projects typically involve multiple
stakeholders, including contractors, suppliers, and laborers, each with their own tax
implications. Below is a comprehensive guide to handling taxation for a construction
project in India:

1. GST on Construction Materials

Construction materials such as cement, steel, bricks, and sand are subject to
GST. Key points to consider:

a. GST Rates on Common Materials

Cement: 28% GST.
Steel: 18% GST.
Bricks: 5% GST (for ordinary bricks) or 12% GST (for fly ash bricks).
Sand: 5% GST.
b. Input Tax Credit (ITC)

Contractors and developers can claim ITC on GST paid for construction materials.
Ensure proper tax invoices are obtained from suppliers to claim ITC.

c. Reverse Charge Mechanism (RCM)

If materials are purchased from unregistered suppliers, GST must be paid under
RCM, and ITC can be claimed.

2. GST on Construction Services

Construction services include activities like building, repair, renovation, and
maintenance. Key considerations:

a. GST Rates on Construction Services

Residential Projects:

o Affordable housing: 1% GST (without ITC).
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o Other residential projects: 5% GST (without ITC).

Commercial Projects: 18% GST (with ITC).

b. Composition Scheme
Small contractors with turnover below 1.5 crore can opt for the composition

scheme (lower GST rates but no ITC).

c. Works Contract

A works contract (e.g., construction of a building) is treated as a supply of both
goods and services.

GST is applicable on the entire contract value.

3. GST on Labour Charges

Labour charges are a significant component of construction projects. Key
points:

a. GST on Labour Services

Labour services provided by contractors or subcontractors are subject to 18%
GST.

If labour is hired directly (without a contractor), GST is not applicable.

b. TDS on Labour Payments

Section 194C: Deduct 1% TDS on payments to contractors or subcontractors
(2% for non-individual/HUF contractors).

File Form 26Q (TDS returns) and issue Form 16A to contractors.

4. Income Tax Compliance

Construction projects involve various income tax implications for contractors,
developers, and other stakeholders.

a. Taxable Income

Income from construction contracts is taxable under “Income from Business or
Profession.”

Contractors must maintain proper books of accounts and file ITR-3 or ITR-4.

b. Presumptive Taxation (Section 44AD)
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Small contractors with turnover below %2 crore can opt for presumptive taxation
(8% of turnover is deemed as taxable income).

c. Advance Tax

If tax liability exceeds 10,000 in a financial year, contractors must pay advance
tax in installments.

5. TDS Compliance
TDS is a critical aspect of construction project taxation. Key points:
a. TDS on Payments to Contractors

Section 194C: Deduct 1% TDS on payments to contractors (2% for non-
individual/HUF contractors).

Section 194M: Deduct 5% TDS on payments to individuals/HUF not covered
under Section 194C (for contracts above %50 lakh).

b. TDS on Rent

Section 194-I: Deduct 10% TDS on rent payments for machinery or equipment.

c. TDS Filing

File Form 26Q (TDS returns) quarterly and issue Form 16A to deductees.

6. Record-Keeping and Documentation

Maintain accurate records of all transactions, including invoices, purchase orders,
and payment receipts.

Preserve records for at least 6 years as per tax laws.

Use accounting software to track income, expenses, and GST compliance.

7. Tax Planning and Optimization

Optimize ITC Claims: Maximize ITC on GST paid for materials and services.
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Utilize Deductions: Claim deductions for business expenses (e.g., labour,
machinery, travel).

Plan for Advance Tax: Estimate tax liability and pay advance tax on time to avoid
penalties.

8. Professional Guidance

Tax Consultant: Work with a tax consultant or Chartered Accountant (CA) to
ensure compliance and optimize tax planning.

GST Expert: Consult a GST expert for complex GST issues, especially for works
contracts and ITC claims.

Legal Advisor: Seek legal advice for contract agreements and TDS compliance.

9. Key Tips for Success

Stay Updated: Keep track of changes in GST, Income Tax, and TDS regulations.

Leverage Technology: Use accounting and tax software to streamline
compliance.

File Returns on Time: Avoid penalties by filing GST, Income Tax, and TDS
returns on time.

Plan for Cash Flow: Set aside funds for advance tax and GST payments.

18) Hospitality Industry Tax Strategy : Develop and implement a tax strategy
for a hospitalilty in India. (Day No:7)

Developing and implementing a tax strategy for the hospitality industry in India
requires a comprehensive understanding of the sector, the regulatory environment,
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and the specific needs of the business. Below is a step-by-step guide to creating an
effective tax strategy for a hospitality business in India:

1. Understand the Hospitality Industry Landscape in India

The hospitality industry in India includes hotels, restaurants, travel, tourism, and
event management services.

Key revenue streams: Room rentals, food and beverage sales, event hosting, and
ancillary services.

The industry is subject to various taxes, including GST, income tax, customs
duties, and local taxes.

2. Key Tax Considerations for the Hospitality Industry

Goods and Services Tax (GST):

o GST is a major tax for the hospitality industry, with different rates for various
services:

« Room tariffs: 12% GST for tariffs below 37,500 per night, 18% for
tariffs above %7,500.

» Food and beverages: 5% (non-AC restaurants) to 18% (AC restaurants
and luxury hotels).

« Banquet and event hosting: 18% GST.

o Input tax credit (ITC) is available for GST paid on inputs, which can reduce
the overall tax burden.

Income Tax:

o Corporate tax rates apply to hospitality businesses (25% for turnover up to
400 crore, 30% for higher turnovers).

o Deductions under Section 80-IBA for affordable housing projects (if
applicable).

Customs Duty:

o Import of luxury goods, equipment, and furnishings may attract customs
duties.

Local Taxes:
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o Municipal taxes, property taxes, and entertainment taxes may apply
depending on the location.

Tax Incentives:

o Incentives for tourism and hospitality projects in special economic zones
(SEZs) or under government schemes.

3. Develop a Tax Strategy

Objective: Minimize tax liability while ensuring compliance with all applicable laws.
Key Components:
1. GST Optimization:
« Ensure proper classification of services to apply the correct GST rates.

« Maximize input tax credit by maintaining accurate records of GST paid
on inputs.

« Use GST-compliant software for invoicing and filing returns.
2. Income Tax Planning:

« Claim all allowable deductions (e.g., depreciation on assets, staff
training expenses).

« Explore tax-saving investments under Sections 80C to 80U.

« Consider structuring the business to benefit from lower tax rates (e.g.,
LLP or private limited company).

3. Customs Duty Management:

« Plan imports to benefit from lower duty rates under free trade
agreements (FTAS).

« Use duty exemption schemes for capital goods and equipment.

4. Local Tax Compliance:

« Stay updated on local tax regulations and ensure timely payment.

« Negotiate with local authorities for tax rebates or incentives.
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5. Transfer Pricing (if applicable):

« For businesses with international transactions, ensure compliance with
transfer pricing regulations.

6. Tax Incentives and Subsidies:
« Explore government schemes for tourism and hospitality, such as:
« Incentives for setting up hotels in rural or underdeveloped areas.
» Subsidies for eco-friendly or sustainable projects.
7. Compliance and Reporting:
» Maintain accurate financial records and file returns on time.
» Conduct regular internal audits to identify and rectify discrepancies.

4. Implementation Plan

Step 1: Conduct a Tax Health Check

o Review current tax practices, identify gaps, and assess potential risks.
Step 2: Engage Tax Experts

o Hire a tax consultant or CA with expertise in the hospitality industry.

Step 3: Train Staff

o Educate finance and operations teams on tax compliance and optimization
strategies.

Step 4: Leverage Technology
o Use accounting and tax software to automate compliance and reporting.
Step 5: Monitor and Review

o Regularly review the tax strategy to adapt to changes in laws or business
operations.

5. Risk Management

Non-Compliance Risks:

o Penalties for late filing or incorrect GST returns.
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o Scrutiny by tax authorities for high-value transactions.

Mitigation Strategies:

o Maintain proper documentation and records.
o Conduct periodic tax audits.

o Stay updated on changes in tax laws.

6. Long-Term Tax Planning

Expansion Plans:

o Consider tax implications when expanding to new locations or adding new
services.

Sustainability Initiatives:

o Explore tax benefits for eco-friendly practices, such as solar energy or waste
management systems.

Digital Transformation:

o Investin technology to streamline tax compliance and reduce errors.

7. Government Schemes and Incentives
Incredible India 2.0:
o Focus on promoting tourism and hospitality infrastructure.

Swadesh Darshan Scheme:

o Financial assistance for developing thematic tourist circuits.

Pradhan Mantri Kisan Sampada Yojana:

o Subsidies for food processing and hospitality projects.

8. Case Study: Successful Tax Strategy

A luxury hotel chain in India reduced its GST liability by:

o Properly classifying room tariffs and food services.
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o Maximizing input tax credit on procurement of goods and services.

Using technology to automate GST compliance.

O

19) Healthcare Sector Tax Management : Address the tax management needs
of a healthcare provider in India, including GST on services and medical

equipment. (Day No:16)

Healthcare Sector Tax Management in India:
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The healthcare sector in India, which includes hospitals, clinics, diagnostic centers, and
medical equipment suppliers, faces unique tax challenges due to the complex regulatory
environment. Effective tax management is crucial to ensure compliance, minimize tax
liabilities, and optimize operational efficiency. Below is a comprehensive guide to
addressing the tax management needs of a healthcare provider in India, including GST
on services and medical equipment.

1. Overview of the Healthcare Sector in India

The healthcare sector is divided into:
o Healthcare Services: Hospitals, clinics, diagnostic labs, and telemedicine.

o Medical Equipment: Import, manufacturing, and sale of medical devices and
equipment.

Key revenue streams: Consultation fees, diagnostic services, hospital room
charges, surgeries, and sale of medicines/equipment.

The sector is subject to various taxes, including GST, income tax, customs duties,
and local taxes.

2. Key Tax Considerations for Healthcare Providers
A. Goods and Services Tax (GST)

Healthcare Services:

o Exempt Services: Healthcare services provided by clinical establishments
(hospitals, clinics, etc.) are exempt from GST under Notification No.
12/2017.

o Taxable Services: Services like cosmetic surgery, hair transplants, and non-
medical services (e.g., room rent above 5,000 per day) attract GST at 18%.

Medical Equipment:
o GST rates vary based on the type of equipment:

« 5% GST: Essential medical devices like pacemakers, stents, and
diagnostic kits.

» 12% GST: Medical equipment like X-ray machines and surgical
instruments.

« 18% GST: Non-essential medical devices and luxury healthcare
equipment.
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Input Tax Credit (ITC):

o Healthcare providers can claim ITC on GST paid for inputs like medicines,
equipment, and other taxable supplies.

o ITCis not available for exempt services but can be used for taxable services.
B. Income Tax

Corporate Tax Rates:
o 25% for turnover up to %400 crore, 30% for higher turnovers.

Deductions:

o Section 35AD: Deduction for capital expenditure on hospitals with 100+
beds.

o Section 80G: Donations to charitable hospitals are eligible for tax deductions.
o Section 10(23C): Tax exemption for income of charitable hospitals.

Depreciation:

o Medical equipment is eligible for depreciation under the Income Tax Act.

C. Customs Duty

Import of medical equipment and devices may attract customs duties, depending
on the type of equipment and applicable trade agreements.

Duty exemptions are available for certain life-saving equipment under government
schemes.

D. Local Taxes

Property tax, municipal taxes, and entertainment tax may apply to healthcare
facilities, depending on the location.
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3. Tax Management Strategies for Healthcare Providers
A. GST Optimization

Proper Classification:

o Ensure accurate classification of healthcare services and medical equipment
to apply the correct GST rates.

Input Tax Credit (ITC):
o Maintain detailed records of GST paid on inputs to maximize ITC claims.
o Use GST-compliant software for invoicing and filing returns.

Reverse Charge Mechanism (RCM):

o Be aware of RCM applicability on certain services like legal fees and director
services.

B. Income Tax Planning

Claim Deductions:

o Utilize deductions under Sections 35AD, 80G, and 10(23C) to reduce taxable
income.

Depreciation:
o Claim depreciation on medical equipment and infrastructure.

Charitable Trusts:
o Consider structuring hospitals as charitable trusts to avail tax exemptions.
C. Customs Duty Management

Duty Exemptions:

o Explore duty exemptions for life-saving equipment under government
schemes.

Free Trade Agreements (FTAS):
o Leverage FTAs to reduce customs duties on imported medical equipment.

C. Compliance and Reporting
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GST Returns:

o File GSTR-1, GSTR-3B, and GSTR-9 on time.
Income Tax Returns:

o File ITR-6 for companies and ITR-7 for charitable trusts.
Audit Requirements:

o Conduct GST and tax audits as required by law.

4. Implementation Plan

Step 1: Conduct a Tax Health Check
Review current tax practices, identify gaps, and assess potential risks.

Step 2: Engage Tax Experts
Hire a tax consultant or CA with expertise in the healthcare sector.

Step 3: Train Staff
Educate finance and operations teams on tax compliance and optimization
strategies.

Step 4: Leverage Technology
Use accounting and tax software to automate compliance and reporting.

Step 5: Monitor and Review
Regularly review the tax strategy to adapt to changes in laws or business
operations.

5. Risk Management

Non-Compliance Risks
Penalties for late filing or incorrect GST returns.

Scrutiny by tax authorities for high-value transactions.

Mitigation Strategies
Maintain proper documentation and records.

Conduct periodic tax audits.

Stay updated on changes in tax laws.

6. Long-Term Tax Planning
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Expansion Plans
Consider tax implications when expanding to new locations or adding new services.

Sustainability Initiatives
Explore tax benefits for eco-friendly practices, such as solar energy or waste
management systems.

Digital Transformation
Invest in technology to streamline tax compliance and reduce errors.

7. Government Schemes and Incentives

National Health Mission (NHM)
Financial assistance for healthcare infrastructure development.

Pradhan Mantri Swasthya Suraksha Yojana (PMSSY)
Subsidies for setting up hospitals in underserved areas.

Make in India
Incentives for manufacturing medical equipment in India.

8. Case Study: Successful Tax Strategy

A multi-specialty hospital in India reduced its GST liability by:
o Properly classifying exempt and taxable services.
o Maximizing ITC on medical equipment and supplies.
o Using technology to automate GST compliance.

Conclusion

Effective tax management is critical for healthcare providers in India to ensure
compliance, reduce tax liabilities, and optimize profitability. By leveraging GST
exemptions, claiming deductions, and staying updated on tax laws, healthcare
providers can achieve sustainable growth in a competitive market. Regular
monitoring, expert guidance, and the use of technology are key to success.

20) Financial Services Tax Compliance: Ensure tax compliance for a financial
services company in India, dealing with various financial instruments and their
tax implications. (Day No:8)

Financial Services Tax Compliance in India
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Financial services companies in India, including banks, non-banking financial companies
(NBFCs), mutual funds, insurance companies, and fintech firms, operate in a highly
regulated environment with complex tax implications. Ensuring tax compliance is critical
to avoid penalties, legal issues, and reputational damage. Below is a comprehensive
guide to ensuring tax compliance for a financial services company in India, covering
various financial instruments and their tax implications.

1. Overview of the Financial Services Sector in India

Key Players: Banks, NBFCs, mutual funds, insurance companies, stockbrokers,
fintech firms, and asset management companies.

Financial Instruments: Loans, deposits, equities, bonds, derivatives, mutual
funds, insurance policies, and digital payment systems.

Tax Regime: The sector is subject to multiple taxes, including:

o

2.

A.

Direct Taxes: Income tax, capital gains tax, and dividend distribution tax
(DDT).

Indirect Taxes: Goods and Services Tax (GST), stamp duty, and securities
transaction tax (STT).

Other Levies: Equalization levy, TDS/TCS, and customs duty (for cross-
border transactions).

Key Tax Considerations for Financial Services

Direct Taxes

Income Tax:

o

Taxable income includes interest income, fees, commissions, and capital
gains.

Corporate tax rates: 25% for turnover up to 3400 crore, 30% for higher
turnovers.

Capital Gains Tax:

e}

Short-Term Capital Gains (STCG): Taxed at 15% (for listed equities) or
as per slab rates.
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o Long-Term Capital Gains (LTCG): Taxed at 10% (for listed equities) or
20% with indexation (for other assets).

Dividend Distribution Tax (DDT):

o Abolished in 2020; dividends are now taxed in the hands of recipients at slab
rates.

Tax Deducted at Source (TDS):

o Applicable on interest, dividends, and other payments (e.g., TDS on interest
income from fixed deposits at 10%).

B. Indirect Taxes

Goods and Services Tax (GST):

o Taxable Services: Loan processing fees, advisory fees, brokerage, and
asset management services.

o GST Rates: 18% for most financial services.

o Exemptions: Interest on loans, deposits, and certain insurance services are
exempt from GST.

o Input Tax Credit (ITC): ITC is available for GST paid on inputs, but
restrictions apply for exempt services.

Securities Transaction Tax (STT):
o Applicable on the purchase/sale of equities, derivatives, and mutual funds.
Stamp Duty:

o Levied on financial instruments like bonds, debentures, and loan
agreements.

C. Other Levies

Equalization Levy:

o 2% levy on e-commerce transactions involving non-resident companies.

Tax Collected at Source (TCS):

o Applicable on overseas remittances and sale of goods above %50 lakh.
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3. Tax Compliance Strategies
A. Income Tax Compliance

Accurate Reporting:

o Maintain detailed records of income, expenses, and capital gains.
Timely Filing:

o Fileincome tax returns (ITR) and audit reports (if applicable) by due dates.
TDS Compliance:

o Deduct TDS on applicable payments and file TDS returns (Form 26Q)
quarterly.

B. GST Compliance

Registration:

o Obtain GST registration if turnover exceeds 20 lakh (%10 lakh for special
category states).

Invoicing:
o Issue GST-compliant invoices for taxable services.
Filing Returns:

o File GSTR-1 (outward supplies), GSTR-3B (summary return), and GSTR-9
(annual return) on time.

Reconciliation:
o Reconcile books of accounts with GST returns to avoid mismatches.
C. Other Compliance Requirements

STT and Stamp Duty:

o Ensure proper calculation and payment of STT and stamp duty.

Equalization Levy:
o Deduct and deposit equalization levy for applicable transactions.

TCS Compliance:
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o Collect TCS on specified transactions and file TCS returns (Form 27EQ).

4. Tax Planning and Optimization
A. Deductions and Exemptions

Claim deductions under Sections 80C to 80U (e.g., Section 80D for health
insurance premiums).

Utilize exemptions for long-term capital gains (e.g., reinvestment in specified
assets under Section 54).

B. Structuring Transactions

Optimize capital gains tax by holding investments for the long term.
Use tax-efficient investment options like equity-linked savings schemes (ELSS).

C. Transfer Pricing

For companies with international transactions, ensure compliance with transfer
pricing regulations and maintain proper documentation.

5. Implementation Plan

Step 1: Conduct a Tax Health Check
Review current tax practices, identify gaps, and assess potential risks.

Step 2: Engage Tax Experts
Hire a tax consultant or CA with expertise in financial services.

Step 3: Train Staff
Educate finance and operations teams on tax compliance and optimization
strategies.

Step 4: Leverage Technology
Use accounting and tax software to automate compliance and reporting.

Step 5: Monitor and Review
Regularly review the tax strategy to adapt to changes in laws or business
operations.

6. Risk Management
Non-Compliance Risks

Penalties for late filing or incorrect returns.
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Scrutiny by tax authorities for high-value transactions.

Mitigation Strategies

Maintain proper documentation and records.
Conduct periodic tax audits.

Stay updated on changes in tax laws.

7. Long-Term Tax Planning
Expansion Plans

Consider tax implications when expanding to new markets or offering new services.

Digital Transformation

Invest in technology to streamline tax compliance and reduce errors.

Sustainability Initiatives

Explore tax benefits for green financing and sustainable investments.

8. Government Schemes and Incentives
Make in India

Incentives for fintech startups and digital payment systems.

Startup India

Tax holidays and exemptions for eligible startups.

Special Economic Zones (SEZs)

Tax benefits for financial services companies operating in SEZs.

9. Case Study: Successful Tax Compliance

A leading NBFC in India improved its tax compliance by:
o Automating TDS and GST filings using software.

o Conducting regular internal audits to identify discrepancies.

208



TNSk~ s
LYp &5 6V GUGTT

dnwm pulipanh
anns Duips Sue iogs) |

o Training staff on tax regulations and updates.
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