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FINANCE BILL, 2022

PROVISIONS RELATING TO
DIRECT TAXES

Introduction

The provisions of Finance Bill, 2022 (hereafter referred to as "the Bill"), relating

to direct taxes seek to amend the Income-tax Act, 1961 (hereafter referred to as 'the

Act’), to continue reforms in direct tax system through tax-incentives, removing

difficulties faced by taxpayers and rationalization of various provisions.

With a view to achieving the above, the various proposals for amendments are

organized under the following heads:—

(A)
(B)
(©)
(D)
(E)
(F)
(G)

Rates of Income-Tax

Promoting voluntary tax compliance and reducing litigation;
Socio economic welfare measures;

Widening and deepening of tax base;

Revenue mobilisation;

Phasing out of exemptions;

Rationalisation measures.

DIRECT TAXES

A. RATES OF INCOME-TAX

I. Rates of income-tax in respect of income liable to tax for the assessment
year 2022-23.

In respect of income of all categories of assessee liable to tax for the assessment

year 2022-23, the rates of income-tax have either been specified in specific sections

(like section 115BAA or section 115BAB for domestic companies, 115BAC for

individual/HUF and 115BAD for cooperative societies) or have been specified in Part

| of the First Schedule to the Bill. There is no change proposed in tax rates either in

these specific sections or in the First Schedule. The rates provided in sections



115BAA or 115BAB or 115BAC or 115BAD for the assessment year 2022-23 would
be same as already enacted. Similarly rates laid down in Part Ill of the First Schedule
to the Finance Act, 2021, for the purposes of computation of “advance tax’,
deduction of tax at source from “Salaries” and charging of tax payable in certain
cases for the assessment year 2022-23 would now become part | of the first
schedule. Part Ill would now apply for the assessment year 2023-24 and would

remain unchanged.

(1) Tax rates under section 115BAC and section 115BAD—

An individual and HUF tax payers have an option to opt for taxation under section
115BAC of the Act and the resident co-operative society has an option to opt for
taxation under the section 115BAD of the Act.

On satisfaction of certain conditions as per the provisions of section 115BAC, an
individual or HUF, from assessment year 2021-22 onwards, has the option to pay tax

in respect of the total income at following rates:

Total Income (Rs) Rate
Upto 2,50,000 Nil

From 2,50,001 to 5,00,000 5 per cent.
From 5,00,001 to 7,50,000 10 per cent.
From 7,50,001 to 10,00,000 15 per cent.
From 10,00,001 to 12,50,000 20 per cent.
From 12,50,001 to 15,00,000 25 per cent.
Above 15,00,000 30 per cent.

Similarly, a co-operative society resident in India has the option to pay tax at 22 per
cent for assessment year 2021-22 onwards as per the provisions of section 115BAD,
subject to fulfilment of certain conditions.

2 Tax rates under Part | of the first schedule applicable for the assessment
year 2022-23

A. Individual, HUF, association of persons, body of individuals, artificial

juridical person.



Paragraph A of Part-I of First Schedule to the Bill provides following rates of

income-tax:—

() The rates of income-tax in the case of every individual (other than those
mentioned in (ii) and (iii) below) or HUF or every association of persons or
body of individuals, whether incorporated or not, or every artificial juridical
person referred to in sub-clause (vii) of clause (31) of section 2 of the Act

(not being a case to which any other Paragraph of Part | applies) are as

under:—
Up to Rs. 2,50,000 Nil.
Rs. 2,50,001 to Rs.5,00,000 5 percent.
Rs. 5,00,001 to Rs.10,00,000 20 percent.
Above Rs. 10,00,000 30 percent.

(i) In the case of every individual, being a resident in India, who is of the age
of sixty years or more but less than eighty years at any time during the

previous year,—

Up to Rs. 3,00,000 Nil.

Rs. 3,00,001 to Rs.5,00,000 5 percent.
Rs. 5,00,001 to Rs.10,00,000 20 percent.
Above Rs. 10,00,000 30 percent.

(i) in the case of every individual, being a resident in India, who is of the age
of eighty years or more at any time during the previous year,—

Up to Rs.5,00,000 Nil.
Rs. 5,00,001 to Rs.10,00,000 20 percent.
Above Rs 10,00,000 30 percent.

b. Co-operative Societies

In the case of co-operative societies, the rates of income-tax have been specified
in Paragraph B of Part | of the First Schedule to the Bill. They remain unchanged at
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(10% up to Rs 10,000; 20% between Rs 10,000 and Rs 20,000; and 30% in excess
of Rs 20,000)

c. Firms

In the case of firms, the rate of income-tax has been specified in Paragraph C of

Part | of the First Schedule to the Bill. They remain unchanged at 30%

d. Local authorities

The rate of income-tax in the case of every local authority has been specified in
Paragraph D of Part | of the First Schedule to the Bill. They remain unchanged at
30%.

e. Companies

The rates of income-tax in the case of companies have been specified in
Paragraph E of Part | of the First Schedule to the Bill. In case of domestic company,
the rate of income-tax shall be twenty five per cent. of the total income, if the total
turnover or gross receipts of the previous year 2019-20 does not exceed four
hundred crore rupees and in all other cases the rate of Income-tax shall be thirty per

cent. of the total income.

In the case of company other than domestic company, the rates of tax are the same
as those specified for the FY 2020-21.

(3) Surcharge on income-tax

The amount of income-tax shall be increased by a surcharge for the purposes of

the Union,—

(@) in the case of every individual or HUF or association of persons or body of
individuals, whether incorporated or not, or every artificial juridical person
referred to in sub-clause (vii) of clause (31) of section 2 of the Act, including
an individual or HUF exercising option under section 115BAC, not having

any income under section 115AD of the Act,—

() bhaving a total income (including the income by way of dividend or
income under the provisions of section 111A and 112A of the Act)
exceeding fifty lakh rupees but not exceeding one crore rupees, at the

rate of ten per cent. of such income- tax; and



(ii)

(i)

(iv)

v)

having a total income (including the income by way of dividend or
income under the provisions of section 111A and 112A of the Act)
exceeding one crore rupees but not exceeding two crore rupees, at

the rate of fifteen per cent. of such income-tax;

having a total income (excluding the income by way of dividend or
income under the provisions of section 111A and 112A of the Act)
exceeding two crore rupees but not exceeding five crore rupees, at the

rate of twenty-five per cent. of such income-tax;

having a total income (excluding the income by way of dividend or
income under the provisions of section 111A and 112A of the Act)
exceeding five crore rupees, at the rate of thirty-seven per cent. of

such income-tax;

having a total income (including the income by way of dividend or
income under the provisions of section 111A and 112A of the Act)
exceeding two crore rupees, but is not covered under clause (iii) or (iv)

above, at the rate of fifteen per cent of such income tax:

Provided that in case where the total income includes any income by way of

dividend or income chargeable under section 111A and 112A of the Act, the rate of

surcharge on the amount of income-tax computed in respect of that part of income

shall not exceed fifteen percent;

However, surcharge shall be at the rates provided in (i) to (iv) above for all

category of income without excluding dividend or capital gains in case if the income
is taxable under section 115A, 115AB, 115AC, 115ACA and 115E.

(aa) in the case of individual or every association of person or body of individuals,

whether incorporated or not, or every atrtificial juridical person referred to in

sub-clause (vii) of clause (31) of section 2 of the Income-tax Act having

income under section 115AD of the Act,—

(i)

(i)

having a total income exceeding fifty lakh rupees but not exceeding

one crore rupees, at the rate of ten per cent of such income-tax; and

having a total income exceeding one crore rupees but not exceeding

two crore rupees, at the rate of fifteen per cent of such income-tax;



(i)

(iv)

v)

having a total income [excluding the income by way of dividend or
income of the nature referred to in clause (b) of sub-section (1) of
section 115AD of the Act] exceeding two crore rupees but not
exceeding five crore rupees, at the rate of twenty-five per cent. of such

income-tax;

having a total income [excluding the income by way of dividend or
income of the nature referred to in clause (b) of sub-section (1) of
section 115AD of the Act] exceeding five crore rupees, at the rate of

thirty-seven per cent. of such income-tax;

having a total income [including the income by way of dividend or
income of the nature referred to in clause (b) of sub-section (1) of
section 115AD of the Act] exceeding two crore rupees but is not
covered in sub-clauses (iii) and (iv), at the rate of fifteen per cent. of

such income-tax:

Provided that in case where the total income includes any income by way of

dividend or income chargeable under clause (b) of sub-section (1) of section 115AD

of the Act, the rate of surcharge on the income-tax calculated on that part of income

shall not exceed fifteen percent;

(b)

(©)

(d)

in the case of every co-operative society (except resident co-operative

society opting under section 115BAD) or firm or local authority, at the rate

of twelve per cent of such income-tax, where the total income exceeds one

crore rupees;

In case of resident co-operative society opting under section 115BAD, at

the rate of ten percent of such income tax.

in the case of every domestic company, except such domestic company

whose income is chargeable to tax under section 115BAA or section
115BAB of the Act,—

(i)

(ii)

at the rate of seven per cent. of such income-tax, where the total
income exceeds one crore rupees but does not exceed ten crore

rupees;

at the rate of twelve per cent. of such income-tax, where the total



income exceeds ten crore rupees;

(e) inthe case of domestic company whose income is chargeable to tax under
section 115BAA or 115BAB of the Act, at the rate of ten percent;

() inthe case of every company, other than a domestic company,—

(i) atthe rate of two per cent. of such income-tax, where the total income

exceeds one crore rupees but does not exceed ten crore rupees;

(i) at the rate of five per cent. of such income-tax, where the total income

exceeds ten crore rupees;

(g) In other cases (including sections 92CE, 115-0, 115QA, 115R, 115TA or

115TD), the surcharge shall be levied at the rate of twelve percent.
(4)Marginal Relief—

Marginal relief has also been provided in all cases where surcharge is proposed

to be imposed.
(5) Education Cess—

For assessment year 2022-23, “Health and Education Cess” is to be levied at
the rate of four per cent. on the amount of income tax so computed, inclusive of
surcharge wherever applicable, in all cases. No marginal relief shall be available in
respect of such cess.

Il. Rates for deduction of income-tax at source during the financial year (FY)

2022-23 from certain incomes other than “Salaries”.

The rates for deduction of income-tax at source during the FY 2022-23 under the
provisions of section 193, 194A, 194B, 194BB, 194D, 194LBA, 194LBB, 194LBC
and 195 have been specified in Part Il of the First Schedule to the Bill. The rates will
remain the same as those specified in Part Il of the First Schedule to the Finance
Act, 2021, for the purposes of deduction of income-tax at source during the FY 2021-
22. For sections specifying the rate of deduction of tax at source, the tax shall

continue to be deducted as per the provisions of these sections.

Surcharge—

The amount of tax so deducted shall be increased by a surcharge,—



(@)

in the case of every individual or HUF or association of persons or body of

individuals, whether incorporated or not, or every artificial juridical person

referred to in sub-clause (vii) of clause (31) of section 2 of the Act, being a

non-resident, calculated, —

(i)

(ii)

(i)

(iv)

v)

at the rate of ten per cent. of such tax, where the income or aggregate
of income (including the income by way of dividend or income under
the provisions of sections 111A, 112 and 112A of the Act) paid or likely
to be paid and subject to the deduction exceeds fifty lakh rupees but

does not exceed one crore rupees;

at the rate of fifteen per cent. of such tax, where the income or
aggregate of income (including the income by way of dividend or
income under the provisions of sections 111A, 112and 112A of the
Act) paid or likely to be paid and subject to the deduction exceeds one

crore rupees but does not exceed two crore rupees;

at the rate of twenty-five per cent. of such tax, where the income or
aggregate of income (excluding the income by way of dividend or
income under the provisions of sections 111A,112 and 112A of the
Act) paid or likely to be paid and subject to the deduction exceeds two

crore rupees but does not exceed five crore rupees;

at the rate of thirty-seven per cent. of such tax, where the income or
aggregate of income (excluding the income by way of dividend or
income under the provisions of sections 111A,112 and 112A of the
Act) paid or likely to be paid and subject to the deduction exceeds five

crore rupees;

at the rate of fifteen per cent. Of such tax, where the income or
aggregate of income (including the income by way of dividend or
income under the provisions of section 111A,112 and 112A of the Act)
paid or likely to be paid and subject to the deduction exceeds two crore

rupees, but is not covered under (iii) and (iv) above

Provided that in case where the total income includes any income by way

of dividend or income chargeable under section 111A, 112 and section

112A of the Act, the rate of surcharge on the amount of income-tax
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deducted in respect of that part of income shall not exceed fifteen per cent.

(b) in the case of every co-operative society, being a non-resident, calculated

(i) at the rate of seven per cent. of such tax, where the income or the
aggregate of such incomes paid or likely to be paid and subject to the
deduction exceeds one crore rupees but does not exceed ten crore

rupees,

(i) at the rate of twelve per cent. of such tax, where the income or the
aggregate of such incomes paid or likely to be paid and subject to the

deduction exceeds ten crore rupees.

(c) inthe case of every firm, being a non-resident at the rate of twelve per cent.
of such tax, where the income or the aggregate of such incomes paid or

likely to be paid and subject to the deduction exceeds one crore rupees;

(d) inthe case of every company, other than a domestic company, calculated,—

() at the rate of two per cent. of such tax, where the income or the
aggregate of such incomes paid or likely to be paid and subject to the
deduction exceeds one crore rupees but does not exceed ten crore

rupees;

(i) at the rate of five per cent. of such tax, where the income or the
aggregate of such incomes paid or likely to be paid and subject to the

deduction exceeds ten crore rupees.

No surcharge will be levied on deductions in other cases.
(2) Education Cess—

“Health and Education Cess” shall continue to be levied at the rate of four per
cent. of income tax including surcharge wherever applicable, in the cases of persons

not resident in India including company other than a domestic company.

Ill. Rates for deduction of income-tax at source from “Salaries”, computation
of “advance tax” and charging of income-tax in special cases during the
FY2022-23.

The rates for deduction of income-tax at source from “Salaries” or under section
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194P of the Act during the FY 2022-23 and also for computation of “advance tax”
payable during the said year in the case of all categories of assessee have been
specified in Part Il of the First Schedule to the Bill. These rates are also applicable
for charging income-tax during the FY 2022-23 on current incomes in cases where
accelerated assessments have to be made, for instance, provisional assessment of
shipping profits arising in India to non-residents, assessment of persons leaving
India for good during the financial year, assessment of persons who are likely to
transfer property to avoid tax, assessment of bodies formed for a short duration, etc.
There is no change in the tax rates from last year. The salient features of the rates
specified in the said Part lll are indicated in the following paragraphs-

A. Individual, HUF, association of persons, body of individuals, artificial

juridical person.

Paragraph A of Part-111 of First Schedule to the Bill provides following rates of

income-tax;:—

() The rates of income-tax in the case of every individual (other than those
mentioned in (i) and (iii) below) or HUF or every association of persons or
body of individuals, whether incorporated or not, or every artificial juridical
person referred to in sub-clause (vii) of clause (31) of section 2 of the Act
(not being a case to which any other Paragraph of Part Il applies) are as

under:—
Upto Rs.2,50,000 Nil.
Rs. 2,50,001 to Rs.5,00,000 5 percent.
Rs. 5,00,001 to Rs.10,00,000 20 percent.
Above Rs10,00,000 30 percent.

(i) In the case of every individual, being a resident in India, who is of the age
of sixty years or more but less than eighty years at any time during the
previous year,—

Upto Rs.3,00,000 Nil.

Rs. 3,00,001 to Rs.5,00,000 5 percent.
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(i)

Rs. 5,00,001 to Rs.10,00,000 20 percent.

Above Rs10,00,000 30 percent.

in the case of every individual, being a resident in India, who is of the age

of eighty years or more at any time during the previous year,—

Upto Rs.5,00,000 Nil.
Rs. 5,00,001 to Rs.10,00,000 20 percent.
Above Rs10,00,000 30 percent.

The amount of income-tax computed in accordance with the preceding

provisions of this Paragraph (including capital gains under section 111A, 112 and

112A) as well as income tax computed under section 115BAC, shall be increased

by a surcharge at the rate of,—

(@)

(b)

(c)

(d)

(e)

having a total income (including the income by way of dividend or income
under the provisions of sections 111A, 112 and 112A of the Act) exceeding
fifty lakh rupees but not exceeding one crore rupees, at the rate of ten per

cent. of such income-tax;

having a total income (including the income by way of dividend or income
under the provisions of sections 111A, 112 and 112A of the Act) exceeding

one crore rupees, at the rate of fifteen per cent. of such income-tax;

having a total income (excluding the income by way of dividend or income
under the provisions of sections 111A, 112 and 112A of the Act) exceeding
two crore rupees but not exceeding five crore rupees, at the rate of twenty-

five per cent. of such income-tax;

having a total income (excluding the income by way of dividend or income
under the provisions of sections 111A, 112 and 112A of the Act) exceeding

five crore rupees, at the rate of thirty-seven per cent. of such income-tax;

having a total income (including the income by way of dividend or income
under the provisions of section 111A, 112 and section 112A of the Act)
exceeding two crore rupees, but is not covered under clauses (c) and (d),

shall be applicable at the rate of fifteen per cent. of such income-tax:

Provided that in case where the total income includes any income by way of
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dividend or income chargeable under section 111A, section 112 and section 112A of
the Act, the rate of surcharge on the amount of Income-tax computed in respect of

that part of income shall not exceed fifteen percent..

Provided further that in case of an association of persons consisting of only
companies as its members, the rate of surcharge on the amount of Income-tax shall

not exceed fifteen per cent. .
Marginal relief is provided in cases of surcharge.

On satisfaction of certain conditions as per the provisions of section 115BAC, an

individual or HUF has the option to pay tax in respect of the total income at following

rates:
Total Income (RS) Rate
Upto 2,50,000 Nil
From 2,50,001 to 5,00,000 5 per cent.
From 5,00,001 to 7,50,000 10 per cent.
From 7,50,001 to 10,00,000 15 per cent.
From 10,00,001 to 12,50,000 20 per cent.
From 12,50,001 to 15,00,000 25 per cent.
Above 15,00,000 30 per cent.

B. Co-operative Societies

In the case of co-operative societies, the rates of income-tax have been specified
in Paragraph B of Part Ill of the First Schedule to the Bill. These rates will continue
to be the same as those specified for FY 2021-22. However, there is change in the
rate of surcharge. The amount of income-tax shall be increased by a surcharge at
the rate of seven per cent. of such income-tax in case the total income of a co-
operative society exceeds one crore rupees but does not exceed ten crore rupees.
Surcharge at the rate of twelve per cent. of shall continue to be levied in case of a

co-operative society having a total income exceeding ten crore rupees.

Marginal relief is provided in cases of surcharge.
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On satisfaction of certain conditions, a co-operative society resident in India have the
option to pay tax at 22 per cent. as per the provisions of section 115BAD. Surcharge

would be at 10% on such tax.

C. Firms

In the case of firms, the rate of income-tax has been specified in Paragraph C of
Part 11l of the First Schedule to the Bill. This rate will continue to be the same as that
specified for FY 2021-22. The amount of income-tax shall be increased by a
surcharge at the rate of twelve per cent. of such income-tax in case of a firm having
a total income exceeding one crore rupees. However, the total amount payable as
income-tax and surcharge on total income exceeding one crore rupees shall not
exceed the total amount payable as income-tax on a total income of one crore rupees

by more than the amount of income that exceeds one crore rupees.

D. Local authorities

The rate of income-tax in the case of every local authority has been specified in
Paragraph D of Part Il of the First Schedule to the Bill. This rate will continue to be
the same as that specified for the FY 2021-22. The amount of income-tax shall be
increased by a surcharge at the rate of twelve per cent. of such income-tax in case
of a local authority having a total income exceeding one crore rupees. However, the
total amount payable as income-tax and surcharge on total income exceeding one
crore rupees shall not exceed the total amount payable as income-tax on a total
income of one crore rupees by more than the amount of income that exceeds one

crore rupees.
E. Companies

The rates of income-tax in the case of companies have been specified in
Paragraph E of Part Il of the First Schedule to the Bill. In case of domestic company,
the rate of income-tax shall be twenty five per cent. of the total income, if the total
turnover or gross receipts of the previous year 2020-21 does not exceed four
hundred crore rupees and in all other cases the rate of Income-tax shall be thirty per
cent. of the total income. However, domestic companies also have an option to opt
for taxation under section 115BAA or section 115BAB of the Act on fulfillment of

conditions contained therein. The tax rate is 15 per cent. in section 115BAB and 22
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per cent. in section 115BAA. Surcharge is 10 per cent. in both cases.

In the case of company other than domestic company, the rates of tax are the same
as those specified for the FY 2021-22.

Surcharge at the rate of seven per cent. shall continue to be levied in case of a
domestic company (except those opting for taxation under section 115BAA and
section 115BAB of the Act), if the total income of the domestic company exceeds
one crore rupees but does not exceed ten crore rupees. Surcharge at the rate of
twelve per cent shall continue to be levied, if the total income of the domestic
company (except those opting for taxation under section 115BAA and section
115BAB of the Act) exceeds ten crore rupees.

In case of companies other than domestic companies, the existing surcharge of
two per cent shall continue to be levied, if the total income exceeds one crore rupees
but does not exceed ten crore rupees. Surcharge at the rate of five per cent shall
continue to be levied, if the total income of the company other than domestic

company exceeds ten crore rupees.
Marginal relief is provided in surcharge in all cases.

In other cases [including sub-section (2A) of section 92CE, sections 115-O,
115QA, 115R, 115TA or 115TD], the surcharge shall be levied at the rate of twelve

per cent.

For FY 2022-23, additional surcharge called the “Health and Education Cess on
income-tax” shall be levied at the rate of four per cent on the amount of tax
computed, inclusive of surcharge (wherever applicable), in all cases. No marginal

relief shall be available in respect of such cess.

For two newly inserted provisions 115BBH and 115BBI tax rate is provided in
the respective sections and surcharge shall be levied based on status of the

taxpayer as is otherwise applicable to such taxpayer.

[Clause 2 & the First Schedule]
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B. Promoting Voluntary Tax Compliance and Reducing Litigation

Provisions for filing of updated return
Section 139 of the Act is related to the provisions for filing of Income Tax Return

by taxpayers.

2. Sub-section (1) of section 139 of the Act casts responsibility on the taxpayer to
furnish a return within a definite time period or up to a particular date, that is, the due
date which as per this section means:

(a) for an assessee who is a company or a person (other than a company) whose
accounts are required to be audited under this Act or under any other law for the time
being in force, it is 315t day of October of the assessment year;

(b) for an assessee who is required to furnish a report under section 92E, it is 30t day
of November of the assessment year; and

(c) for any other assessee, it is 31t day of July of the assessment year.

Alternatively, sub-section (4) of section 139 of the Act facilitates filing of a
belated return after the expiry of due date, if such return is furnished before 3 months
prior to the end of the relevant assessment year or before the completion of
assessment, whichever is earlier. Similarly, sub-section (5) of section 139 of the Act
provides the taxpayer an opportunity to revise the return filed under sub-section (1) or
sub-section (4) in case of any omission or wrong statement, after due date, which is
to be filed 3 months before the end of the assessment year or before the completion
of assessment, whichever is earlier. Hence, the object of section 139 of the Act is to
give reasonable time to the taxpayer to file a correct statement of his income within

the duration specified under the Act.

3. This provision provides an additional time of approximately 5 months to an
individual assessee, 2 months to a company/auditable case and 1 month to an
assessee who enters into an international transaction or specified domestic
transaction respectively, in a financial year to file belated or revised return. This
additional timeline for filing a revised/belated return may not be adequate when we
factor in utilization of huge information and data available coupled with the “nudge
approach” that motivates the taxpayer towards the desired objective of voluntary tax

compliance, starting with filing of correct tax returns.
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4. Hence, it is proposed to introduce a new provision in section 139 of the Act for
filing an updated return of income by any person, whether he has filed a return
previously for the relevant assessment year, or not. The proposal for updated return
over a period longer than that is provided in the existing provisions of Income-tax Act
would on the one hand bring use of huge data with the IT Department to a logical
conclusion resulting in additional revenue realization and on the other hand, it will

facilitate ease of compliance to the taxpayer in a litigation free environment.

5. Hence, it is proposed that the taxpayers may be given some more time under
the Act to file particulars of their income for a previous year in an updated return. A
payment of additional tax by persons opting to furnish their returns in the newly
provided timelines is also required. It is proposed that an amount equal to twenty five
percent or fifty percent as additional tax on the tax and interest due on the additional
income furnished would be required to be paid. The following amendments to the Act

are proposed for incorporating the above provisions: -

I) A new sub-section (8A) in section 139 is proposed to be introduced to provide

for furnishing of updated return under the new provisions.

in section 139, —
(@) Itis proposed to insert sub-section (8A) in section 139 of the Act to provide that:
(1) Any person, whether or not he has furnished a return under sub-section
(1), sub-section (4) or sub-section (5), for an assessment year (herein referred
to as the relevant assessment year), may furnish an updated return of his
income or the income of any other person in respect of which he is assessable
under the Act, for the previous year relevant to such assessment year, within
twenty four months from the end of the assessment year. Such return shall be
furnished in the prescribed form and manner and shall contain prescribed
particulars.
(i) The proposed sub-section (8A) of section 139 shall not apply, if the
updated return, is a return of a loss or has the effect of decreasing the total tax
liability determined on the basis of return furnished under sub-section (1), sub-

section (4) or sub-section (5) or results in refund or increases the refund due on
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the basis of return furnished under sub-section (1), sub-section (4) or sub-
section (5), of such person under the Act for the relevant assessment year.
(i) A person shall not be eligible to furnish an updated return under the
proposed sub-section (8A) of section 139, if: —
(a) search has been initiated under section 132 or books of account, other
documents or any assets are requisitioned under section 132A in the case
of such person, or
(b) a survey has been conducted under section 133A, other than sub-
section (2A) of that section, in the case such person, or
(c) anotice has been issued to the effect that any money, bullion, jewellery
or valuable article or thing, seized or requisitioned under section 132 or
section 132A in the case of any other person belongs to such person, or
(d) a notice has been issued to the effect that any books of account or
documents, seized or requisitioned under section 132 or section 132A in the
case of any other person, pertain or pertains to, or any other information
contained therein, relate to, such person.
This provision is for the assessment year relevant to the previous year in which
such search is initiated or survey is conducted or requisition is made and two
assessment years preceding such assessment year.
(iv)  Also, no updated return shall be furnished by any person for the relevant
assessment year, where,
(a) an updated return has been furnished by him under the proposed sub-
section (8A) of section 139 of the Act for the relevant assessment year, or
(b) any proceeding for assessment or reassessment or recomputation or
revision of income under the Act is pending or has been completed for the
relevant assessment year in his case, or
(c) the Assessing Officer has information in respect of such person for the
relevant assessment year in his possession under the Prevention of Money
Laundering Act, 2002 or the Black Money (Undisclosed Foreign Income and
Assets) and Imposition of Tax Act, 2015 or the Prohibition of Benami
Property Transactions Act, 1988 or The Smugglers and Foreign Exchange
Manipulators (Forfeiture of Property) Act, 1976 and the same has been
communicated to him, prior to the date of his filing of return under the

proposed sub-section (8A) of section 139 of the Act, or
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(d) information for the relevant assessment has been received under an
agreement referred to in sections 90 or 90A of the Act in respect of such
person and the same has been communicated to him, prior to the date of his
filing of return under the proposed sub-section (8A) of section 139 of the Act,
or

(e) any prosecution proceedings under Chapter XXII have been initiated for
the relevant assessment year in respect of such person, prior to the date of
his filing of return under the proposed sub-section(8A) of section 139 of the
Act, or

(f) he is a person or belongs to a class of persons, as maybe notified by the

Board in this regard.

b) It has also been proposed to amend sub-section (9) of section 139 to provide
that a return filed under the proposed sub-section (8A) of the said section 139 shall
be defective unless such return is accompanied by the proof of payment of tax as

required under the proposed section 140B.

II) A new section 140B has been proposed to provide for the tax required to be
paid for opting to file a return under the proposed provisions i.e. sub-section
(8A) of section 139 of the Act.

l. Where no return furnished earlier: where no return of income under sub-section

(1) or sub-section (4) of section 139 has been furnished by an assessee, he shall
before furnishing the return under sub-section (8A) of section 139, be liable to pay the
tax due together with interest and fee payable under any provision of the Act for any
delay in furnishing the return or any default or delay in payment of advance tax, along
with the payment of additional tax. The tax payable shall be computed after taking into
account the following:-

() the amount of tax, if any, already paid as advance tax;

(i) any tax deducted or collected at source;

(i) any relief of tax claimed under section 89;

(iv) any relief of tax or deduction of tax claimed under section 90 or section 91

on account of tax paid in a country outside India;

(v) any relief of tax claimed under section 90A on account of tax paid in any

specified territory outside India referred to in that section; and
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(vi) any tax credit claimed to be set off in accordance with the provisions of
section 115JAA or section 115JD.
Such updated return shall also be accompanied by proof of payment of such tax,

additional tax, interest and fee.

I. In the case of an assessee, where, return of income under sub-section (1) or
sub-section (4) or sub-section (5) of section 139 (referred to as earlier return) has been
furnished by an assessee, he shall before furnishing the return under sub-section
(8A) of section 139, be liable to pay the tax due together with interest and fee payable
under any provision of this Act for any delay in furnishing the return or any default or
delay in payment of advance tax, along with the payment of additional tax, as reduced
by the amount of interest paid under the provisions o the Act in the earlier return,. The
tax payable shall be computed after taking into account the following:-

(i) the amount of relief or tax, referred to in sub-section (1) of section 140A, the

credit for which has been taken in the earlier return;

(i)  tax deducted or collected at source, in accordance with the provisions of

Chapter XVII-B, on any income which is subject to such deduction or collection

and which is taken into account in computing total income and which has not been

claimed in the earlier return;

(i) any relief of tax or deduction of tax claimed under section 90 or section 91

on account of tax paid in a country outside India on such income which has not

been claimed in the earlier return;

(iv) any relief of tax claimed under section 90A on account of tax paid in any

specified territory outside India referred to in that section on such income which

has not been claimed in the earlier return;

(v) any tax credit claimed, to be set off in accordance with the provisions of

section 115JAA or section 115JD, which has not been claimed in the earlier return.
The aforesaid tax shall be increased by the amount of refund, if any, issued in respect
of such earlier return.
The updated return, furnished under sub-section (8A) of section 139, shall be

accompanied by proof of payment of such tax, additional tax, interest and fee.

1)} The additional tax, payable at the time of furnishing the return under sub-section

(8A) of section 139, shall be equal to twenty-five per cent of aggregate of tax and
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interest payable, as determined in sub- paragraphs | or Il above, if such return is
furnished after expiry of the time available under sub-section (4) or sub-section (5) of
section 139 and before completion of period of twelve months from the end of the
relevant assessment year. However, if such return is furnished after the expiry of
twelve months from the end of the relevant assessment year but before completion of
the period of twenty-four months from the end of the relevant assessment year, the
additional tax payable shall be fifty per cent of aggregate of tax and interest payable,
as determined in sub- paragraphs | or 1l above.

It is also clarified that for the purposes of computation of “additional income-tax”, tax

shall include surcharge and cess, by whatever name called, on such tax.

IV) Itis further provided that notwithstanding anything contained in the Explanation
1 to section 234B, in the cases where an earlier return has been furnished, interest
payable under section 234B shall be computed on an amount equal to the assessed
tax or, as the case may be, on the amount by which the advance tax paid falls short
of the assessed tax, where, "assessed tax" means the tax on the total income as
declared in the return to be furnished under sub-section (8A) of section 139, after
taking into account the following:

() the amount of relief or tax, referred to in sub-section (1) of section 140A, the
credit for which has been taken in the earlier return;

(i) tax deducted or collected at source, in accordance with the provisions of
Chapter XVII-B, on any income which is subject to such deduction or collection
and which is taken into account in computing such total income and which has
not been claimed in the earlier return;

(i) any relief of tax or deduction of tax claimed under section 90 or section 91 on
account of tax paid in a country outside India on such income which has not
been claimed in the earlier return;

(iv) any relief of tax claimed under section 90A on account of tax paid in any
specified territory outside India referred to in that section on such income which
has not been claimed in the earlier return;

(v) any tax credit claimed, to be set off in accordance with the provisions of section
115JAA or section 115JD, which has not been claimed in the earlier return. The
aforesaid tax shall be increased by the amount of refund, if any, issued in

respect of such earlier return.
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V. where no earlier return has been furnished, the interest payable under section
234A shall be computed on the amount of the tax on the total income as declared in
the return under sub-section (8A) of section 139. Further, interest payable under
section 234C, where an earlier return has not been furnished, shall be computed after
taking into account the income furnished in the return under sub-section (8A) of section
139 as the returned income. At the same time, for the computation of additional tax
above, the interest payable shall be interest chargeable under any provision of the
Income-tax Act, on the income as per return furnished under sub-section (8A) of
section 139, as reduced by interest paid in the earlier return, if any. However, the
interest paid in the earlier return shall be considered to be nil if no earlier return has

been furnished.

VI. In view of the proposed sub-section (8A) of section 139 and new section
140B, consequential amendments in section 144, section 153, section 234A and

section 234B and 276CC have also been made.

These amendments will take effect from 1st April, 2022.
[Clauses 38, 39,41, 48, 64, 65 and 81]

Litigation management when in an appeal by revenue an identical question of

law is pending before jurisdictional High Court or Supreme Court.

Section 158AA of the Act provides that where the Commissioner or Principal
Commissioner is of the opinion that any question of law arising in the case of an
assessee (relevant case) is identical with a question of law arising in his case for
another assessment year (other case) which is pending in appeal before the Supreme
Court against an order of High Court which was in favour of assessee, he may direct
the Assessing Officer to make an application to the Appellate Tribunal stating that an
appeal on the question of law in the relevant case may be filed when the decision on
the question of law becomes final in the other case, subject to the acceptance of the

same by the assessee.
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2. If such a principle could be applied to cases where a question of law is common
and where a decision of the jurisdictional High Court, on the same question of law is
available, the filing of appeal in such cases can be avoided to reduce the amount of

litigation.

3. Therefore, to provide a procedure when an appeal by revenue is pending on an
identical question of law, it is proposed to insert a new section 158AB in the Act, to
provide that where the collegium is of the opinion that any question of law arising in
the case of an assessee for any assessment year (“relevant case”) is identical with a
guestion of law already raised in his case or in the case of any other assessee for an
assessment year, which is pending before the jurisdictional High Court under section
260A or the Supreme Court in an appeal under section 261 or in a special leave
petition under article 136 of the Constitution, against the order of the Appellate Tribunal
or the jurisdictional High Court, as the case may be, in favour of such assessee (“other
case”), it may, decide and intimate the Commissioner or Principal Commissioner not
to file any appeal, at this stage, to the Appellate Tribunal under sub-section
(2) of section 253 or to the High Court under sub-section (2) of section 260A against
the order of the Commissioner (appeals) or the Appellate Tribunal, as the case may
be.

4. Further, the Commissioner or Principal Commissioner shall, on receipt of a
communication from the collegium, direct the Assessing Officer to make an application
to the Appellate Tribunal or jurisdictional High Court, as the case may be, in the
prescribed form within sixty days from the date of receipt of the order of the
Commissioner (Appeals) or within one hundred and twenty days from the date of
receipt of the order of the Appellate Tribunal, as the case may be, stating that an
appeal on the question of law arising in the relevant case may be filed when the
decision on the question of law becomes final in the other case. The Commissioner or
Principal Commissioner shall direct the Assessing Officer to make such an application
only if an acceptance is received from the assessee to the effect that the question of
law in the other case is identical to that arising in the relevant case, and in case no
such acceptance is received, the Commissioner or Principal Commissioner shall
proceed in accordance with the provisions contained in sub-section (2) of section 253

or in sub-section (2) of section 260A.
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5. Furthermore, where the order of the Commissioner (Appeals) or the order of
the Appellate Tribunal, as the case may be, in the relevant case is not in conformity
with the final decision on the question of law in the other case as and when such order
is received, the Commissioner or Principal Commissioner may direct the Assessing
Officer to appeal to the Appellate Tribunal or the jurisdictional High Court, as the case

may be, against such order.

6. It is also proposed that for the purposes of the proposed section, “collegium”
shall comprise of two or more Chief Commissioners or Principal Commissioners or

Commissioners of Income-tax, as specified by the Board in this regard.

7. In order to illustrate the point, it may be supposed that a question of law (Q1)a1
has arisen in case of an assessee (Al) and the Al has received a favourable decision
on Q1a1 from the Commissioner (Appeals). Further, in case of another assessee (A2),
where Department’s appeal on identical question of law (Q1)az is pending before the
jurisdictional High Court or the Supreme Court and the collegium is of the opinion that
Q1la1 and Qlaz are identical questions of law. Then in this situation, provisions of
proposed section 158AB can be invoked by Revenue to defer filing of appeal for
decision on Qla1 to the higher appellate authority in ITAT till a decision on Qlaz is
communicated to Assessing Officer having jurisdiction over the assessee, Al. Such a
decision on deferment will be subject to acceptance by the assessee Al that question

of law in his case Q1a1 is identical to Q1az in the case of the assessee A2.
8. With the introduction of section 158AB, a sunset clause is proposed to be
inserted in sub-section (1) of section 158AA to provide that no direction shall be given

under the said sub-section on or after 15t April, 2022.

This amendment will take effect from 15t April, 2022.
[Clauses 51 and 52]
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Amendment in section 245MA of the Act related to Dispute Resolution
Committee

Finance Act, 2021 introduced a new chapter XIX-AA in the Act consisting of
section 245MA for constituting Dispute Resolution Committee (“DRC”) for specified
persons who may opt for dispute resolution under the said section and who fulfil
specified conditions mentioned in the said section.

2. After the resolution of the dispute by the DRC the assessed income of the
person who had applied to DRC has to be determined, which will be followed by, inter
alia, initiation of penalty proceedings, if any and issuance of demand notice under
section 156 of the Act. However, the existing provisions of the said section do not
contain any provision which will enable the Assessing Officer to pass an order giving
effect to the order or directions of the Dispute Resolution Committee under the said

section.

3. Therefore, it is proposed to insert a new sub-section to this section to enable
the Assessing Officer to pass an order giving effect to the resolution of dispute by the
DRC. However, since DRC is an alternate dispute resolution mechanism itself, a
taxpayer may opt for approaching either the Dispute Resolution Panel under section
144C of the Act or the DRC under section 245MA of the Act, and the AO shall pass
the final order in conformity with the order by the DRC even in the case of an eligible

assessee.

This amendment will take effect from 15t April, 2022.
[Clause 67]

Clarification regarding treatment of cess and surcharge

Section 40 of the Act specifies the amounts which shall not be deducted in
computing the income chargeable under the head “Profits and gains of business or
profession”. Sub-clause (i) of clause (a) of section 40 of the Act provides that any sum
paid on account of any rate or tax levied on the profits or gains of any business or

profession or assessed at a proportion of, or otherwise on the basis of, any such profits
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or gains shall not be deducted in computing the income chargeable under the head

“Profits and gains of business or profession”.

2. However, certain taxpayers are claiming deduction on account of ‘cess’ or
‘surcharge’ under section 40 of the Act claiming that ‘cess’ has not been specifically
mentioned in the aforesaid provisions of section 40(a)(ii) and, therefore, cess is an
allowable expenditure. This view has been upheld by Courts in a few judgments.
Further, Courts are also relying upon the CBDT Circular No. 91/58/66-1TJ(19) dated
18-05-1967.

3. The assessees rely upon the decision of the Hon’ble Bombay High Court in the
case of “Sesa Goa Limited Vs. JCIT” (2020) 117 taxmann.com and further on the
decision of the Hon’ble Rajasthan High Court in the case of “Chambal Fertilizers &
Chemicals Ltd Vs. JCIT”: D.B Income-tax Appeal No. 52/2018 decided on 31-07-2018,
wherein, the Hon’ble High Courts relied upon the aforesaid CBDT Circular Dt. 18-05-
1967 and in view of the interpretation made by the CBDT have held that ‘education
cess’ can be claimed as an allowable deduction while computing the income
chargeable under the heads “profits and gains of business or profession”. Based on
these decisions ITAT in various judgments have followed the same reasoning and

have allowed deduction on account of payment of “Cess”.

4. However, one of the latest judgments of ITAT Ko