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iii The Union Budget 2023 - An Analysis 

Dear Readers,  
 

We bring you our detailed analysis of the recent budget proposals. Like every 

Indian, I have expected many changes in this budget, especially, being a pre-

election year budget. But this budget appeared to me, as if, something more can 

be done, but has not. The macro-economic indicators project that the country is 

going to post good growth in the coming years.  
 

Before leaving you to the detailed analysis, I would like to touch certain proposals 

which attracted my interest. The first is the introduction of new appellate 

authority under the provisions of Income Tax Act to clear the pending cases 

before the existing appellate authorities. This would improve the speed of the 

disposal of cases and definitely a welcome move. The next one is the changes 

brought to the new tax regime. Allowance of standard deduction and reduction 

of surcharge makes it bit attractive. It appears to me that the over a period of 

time, the old regime would be discontinued. The increase of exemption for leave 

encashment is also a positive move.  
 

On the flip side, expanding the scope of Section 56(2)(viib) to non-residents would 

effect to certain extent the investment coming from outside India. The possible 

tax abuse should have been taken care through GAAR and other mechanisms 

instead of extending the applicability to non-residents. The capping of Rs 10 Crore 

for Section 54 and Section 54F causes bit inconvenience. Considering the increase 

of the prices in real estate, this should have not bought in.  
 

With this brief, I present you the detailed analysis on significant clauses on 

Finance Bill 2023. We wish this effort of ours is fruitful and we would love to 

receive feedback on this.  
 

Thanking You,  

 
Suresh Babu S 

Founder and Chairman   
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Economic Overview 
 

Economic Survey: 
 

Hon’ble Finance Minister Smt. Nirmala Sitharaman has tabled the 

economic survey for year 2022-23 before the parliament on 31.01.2023. 

The Key Indicators of the economic survey have been provided below:  

GDP Growth:  

As per the economic survey 

2022-23, the estimated 

growth rate in GDP for 

current financial year is 7%. 

Whereas the industrial sector 

growth is estimated at 4.1%, 

service sector growth is estimated at 9.1%, agriculture and allied activities 

are estimated to grow at 3.5%.  

For the FY 2023-24, the GDP is projected to grow at the rate of 6.0-6.8%.  

Fiscal Deficit:  

In the budget 2022-23, the fiscal deficit is estimated at 6.4% of GDP. The 

fiscal deficit of the Union Government at the end of November 2022 stood 

at 58.9% of the budgeted estimate, lower than the five-year moving 

average of 104.6 % of budgeted estimate during the same period. The fiscal 

deficit for 2023-24 is projected at 5.9% of GDP.  
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Inflation:  

RBI has projected inflation at 6.8% in FY 2022-23 which is beyond the 

targeted rate. India’s inflation rate peaked in April 2022 at 7.8% before 

moderating to 5.7% in December 2022 on the back of good monsoons as 

well as prompt government measures that ensured adequate food supply. 

Global economic slowdown and interest rate increases brought down 

commodity prices, contributing to a substantial decline in wholesale price 

inflation. 

Financial Highlights of FY 2022-23:  

As a result of the recovery in economic activity, the fiscal performance of 

the center is persistent and following is the data of first 8 months of the 

year and it shows that Gross Tax revenue to the center is grown at much 

higher rate. 
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Sector wise Highlights: 
 
Agriculture:  

The Indian agriculture sector has been growing at an average annual 

growth rate of 4.6% during the last six years. Despite the covid-19 shock, 

agriculture and allied sector shows persistent growth as it grew by 3.0% in 

2021-22 as compared to 3.3% in 2020-21. Further, agriculture exports 

during the year 2021-22 reached an all-time high of US$ 50.2 billion. 

Manufacturing:  

Over the last decade, it has been constant growth in the share of 
manufacturing industry in the GVA with an average share of 16.3%. For the 
year 2021-22, the manufacturing sector was expected to grow by 12.5% 
following a huge decline in FY 2019-20 and FY 2020-21 due to the 
pandemic. The index of industrial production also recorded a positive 
growth for all the 23 sub-sectors of the manufacturing sector for FY 2021-
22. 

Service Sector:  

The service sector is estimated to grow at 9.1% in FY 2022-23. The 
improvement in the service sector is being driven by 13.7% growth in the 
contact-intensive service sector. India is among top ten service exporter 
countries in 2021 and its share in world commercial exports which 
increased from 3% in 2015 to 4% in 2021. 
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FDIs:  

Annual FDI equity inflows have jumped from US$ 12.1 billion in FY 2020-21 
to US$ 21.3 billion in FY2021-22 as the expansionary policies of developed 
economies led to a surge in global liquidity. The sector-wise FDI Equity 
inflows in 2022-23 during April-September 2022 is provided in infographic: 

Micro, Small and Medium Enterprises (MSMEs):  

The contribution of the MSME sector to overall GVA has increased from 
29.3% in FY 2017-18 to 30.5% in FY 2019-20. The economic impact of the 
pandemic caused the sector’s share to fall to 26.8% in FY 2020-21. 

Tax Revenue:  

With the introduction of technology-backed tax governance to enhance the 

compliances and simplifying the processes, there is an increase in the 

collections of both Direct and Indirect Taxes. 
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Direct Taxes: Direct taxes have registered a YoY growth of 26% from April 

to November 2022, the growth rates are much higher than the 

corresponding long-term averages of previous years.  

 

 

 

 

 

 

Indirect Taxes: Despite the pandemic, positive GST collections 

strengthened, and the average monthly gross GST collection has increased 

from Rs.0.90 Lakh crores in FY 18 to Rs.1.49 Lakh crores in FY 2022-23. 
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Highlights of Union Budget-2023 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

New 

regime 

under 

section 

115BAC 

 

• New regime under section 115BAC is now applicable to 

Individual/HUF/AOP/BOI/AJP and new regime has been made as a 

default regime.  

• Slab rates have been reduced under new regime of taxation. 

• Standard deduction of Rs.50,000 and deduction for family pension 

are now available under new regime as well.  

• Rebate under section 87A is available for Income up to Rs.7,00,000 

and maximum surcharge is 25% under the new regime. 

Section 

54/54F 
 • Maximum amount allowed to invest in new residential house 

property to claim exemption under section 54/54F is Rs.10 Crore. 

Online 

Games 
 

• A section 115BBJ has been inserted to tax the net winnings from the 

online gaming platforms at the rate of 30%. 

• Payer shall deduct the TDS at the rate of 30% under section 194BA 

at the end of FY unless the amount is withdrawn during the year. 

Life 

Insurance 

Policy 

 

• No deduction under section 10(10D) would be available if premium 

payable for a life insurance policy exceeds Rs.5,00,000 per annum. 

Maturity proceeds of insurance policy not covered under section 

10(10D) is taxable as income from other sources under section 

56(2)(xiii) 

Salaries  

• New rules proposed for rent free accommodation under section 

17(2)(i)/(ii). 

• Exemption has been provided in respect lump sum amount payable 

to Agniveer. 
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Salaries 

 
 

• Leave encashment limit under section 10(10AA), in the case of non-

government employee has been increased from Rs.3L to 25L.  

• Reduction of rate of TDS under section 192A (withdrawal of PF) from 

MMR to 20% for non-availability of PAN instances.  

Section 

43B 
 

• Payment to micro or small enterprises shall be allowed as deduction 

only when such payment is made within the time limit specified 

under MSME Act. If payment is not made within such time, deduction 

is allowed only in the year of payment. 

Start-up 

Section 

80IAC 

 

 

• Time limit to incorporate a startup has been extended to 31.03.2024 

• Time limit specified under section 79 to carry forward losses has 

been enhanced to 10 years. 

Section 

115BAE 
 

• For cooperative societies which are incorporated after 01.04.2023 to 

engage in manufacturing activities and commences production on or 

before 31.03.2024, tax rate is 15%. 

Section 9 

 

 • Any income referred to section 56(2)(x) paid by a resident to RNOR 

is deemed to accrue or arise in India. 

Section 

56(2)(viib) 
 • Provisions of section 56(2)(viib) are now applicable to non-residents 

as well. 

Business 

Trust 
 
• Income distributed by a business trust to its unit holder by way of 

redemption of units is chargeable to tax in the hands of the unit 

holder. 
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Section 

148 

 

 

• Assessee shall file the return of income against the notice under 

section 148 within a period of 3 months from the ends of the in which 

notice is issued. Otherwise, it is deemed that return is not filed under 

section 139. 

Section 

44AD/ 

Section 

44ADA 

 

• Threshold under section 44AD has been enhanced to Rs.3 Cr (if total 

receipts does not exceed 5% of total turnover). 

• Threshold under section 44ADA has been enhanced to Rs.75L (if total 

receipts does not exceed 5% of total turnover). 

Section 

153 
 • Time limit to complete the assessment has been extended to 12 

months for the AY 2022-23 onwards. 

Section 

155(20) 
 • Assessee can claim the TDS in the same previous year though such 

TDS is deposited by the deductor belatedly. 

TDS  

• Limit under section 194N has been increased to Rs.3 Cr to 

cooperative societies. 

• Treaty rate can be extended to TDS under section 196A (TDS on 

income distributed by MF companies to non-residents/foreign 

company). 

• TCS rate for LRS scheme has been increased to 20% (other than 

medical and educational purposes). 

•  

Section 

246 

 

 
• A new appeal mechanism namely JCIT (A) has been specified. Appeal 

against the orders passed by the AO below the rank of JCIT shall be 

filed before the JCIT(A). 
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Budget Proposals – Direct Tax 

Individual Taxation 
 

1.1. Amendments to new regime of taxation under Section 115BAC: 
 

A new regime of taxation has been inserted through the FA, 2020 by 

inserting a new section 115BAC which is applicable to individual or HUF 

subject to certain conditions. However, the new regime of taxation is not 

successful as such regime is not attractive to the individual or HUF. 

In order to make the new regime of taxation more attractive, it is proposed 

to amend the provisions of section 115BAC. A comparison of existing 

section 115BAC and proposed amendment is provided below: 

Particulars Existing section 115BAC Proposed section 115BAC 

Effective date From AY 2021-22 to AY 

2023-24 

From AY 2024-25 

Person covered  Individual or HUF Individual, HUF, AOP, BOI or 

AJP. 

Tax rate (Progressive 

taxation) 

Upto Rs.2.5L               - Nil 

Rs.2.5L- Rs.5L              - 5% 

Rs.5L - Rs.7.5L               - 10% 

Rs.7.5L - Rs.10L            - 15% 

Rs.10L - Rs.12.5L          - 20% 

Rs.12.5L - Rs.15L           - 25% 

Above Rs.15L                 - 30% 

Upto Rs.3L                    - Nil 

Rs.3L - Rs.6L                  - 5% 

Rs.6L - Rs.9L                  - 10% 

Rs.9L - Rs.12L                - 15% 

Rs.12L - Rs.15L              - 20% 

Above Rs.15L                 - 30% 

Surcharge Upto Rs.50L                     - Nil 

Rs.50L - Rs.1Cr              -10% 

Rs.1Cr - Rs.2Cr               -15% 

Rs.2Cr-Rs.5Cr                -25% 

Above Rs.5Cr                - 37% 

Upto Rs.50L                     - Nil 

Rs.50L - Rs.1Cr                -10% 

Rs.1Cr - Rs.2Cr                 -15% 

Above Rs.2Cr                   -25%         

#However, a marginal relief is available while computation of surcharge. 
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$Maximum surcharge rate for capital gains covered under section 111A/112/112A 

and for dividend is 15 percent. Further, in the case of AOP (for proposed 

amendment), if all the members of the AOP are companies, maximum surcharge is 

15 percent. 

Health and 

Education cess 

4 percent 4 percent 

Rebate under 

section 87A 

Rebate under section 87A 

is available to the extent of 

total income tax payable or 

Rs. 12,500 whichever is 

less. However, the rebate 

is available only if total 

income does not exceed 

Rs.5,00,000. Further, 

rebate is available only to 

resident individual. 

Rebate under section 87A is 

available to the extent of total 

income tax payable or Rs. 

25,000 whichever is less. 

However, the rebate is 

available only if total income 

does not exceed Rs.7,00,000. 

Further, rebate is available 

only to resident individual. 

Procedure for 

exercising the 

section 115BAC 

Assessee having income 

from business or 

profession:  

Individual/HUF shall 

exercise the option for 

new regime by filing a 

Form 10-IE before the due 

date under section 139(1). 

 

Assessee not having 

income from business or 

profession:  

Individual/HUF can 

exercise the option while 

filing the return of income 

and no separate form is 

required to be filed. 

Further, individual/HUF 

Section 115BAC has been as a 

default regime of taxation 

unless assessee chooses to 

opt out specifically. 

Assessee having income from 

business or profession:  

Assessee shall file a 

prescribed Form to opt out 

from the provision of section 

115BAC before the due date 

under section 139(1). 

 

Assessee not having income 

from business or profession:  

Assessee can exercise the 

option while filing the return 

of income and no separate 

form is required to be filed. 
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may change the option 

every year. 

 

Further, assessee may change 

the option every year. 

Once the option is exercised (under existing section 115BAC -opting to new regime 

and under the proposed section 115BAC -Opting out from new regime) in a year, 

such an option is applicable to subsequent years as well and no separate Form is 

required to be submitted again. However, individual/HUF may withdraw the option 

in any year but, once the option is withdrawn, such person cannot exercise the 

option again in future. (If such person ceases to have income from 

business/profession, he can exercise the option). 

Following deductions are not available under the new regime under section 

115BAC 

Deduction Existing section 115BAC Proposed section 115BAC 

Section 10(5) Not allowed Not allowed 

Section 10(13A) Not allowed Not allowed 

Section 10(14) Not allowed Not allowed 

Section 10(17)  Not allowed Not allowed 

Section 10(32)  Not allowed Not allowed 

Section 10AA Not allowed Not allowed 

Section 16 Not allowed Standard deduction of 

Rs.50,000 is available. 

Section 24(b)  Not allowed Not allowed 

Section 32(1)(iia)  Not allowed Not allowed 

Section 32AD Not allowed Not allowed 

Section 33AB Not allowed Not allowed 

Section 33ABA Not allowed Not allowed 

Section 35(1)(ii)  Not allowed Not allowed 

Section 35(1)(iia) Not allowed Not allowed 

Section 35(1)(iii) Not allowed Not allowed 

Section 35(2AA)  Not allowed Not allowed 

Section 35AD  Not allowed Not allowed 

Section 35CCC Not allowed Not allowed 

Section 57(iia) Not allowed Deduction to family pension 

is allowed. 
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Chapter VIA – Except 

section 80CCD (2), 

80CCH(2) and 

section 80JJAA*. 

Not allowed Not allowed 

*80LA - Deduction under section 80LA is allowed if a person has a unit in the 

International Financial Services Centre as referred to in section 80LA(1A). 

 

1.2. Enhancement of limit for tax exemption in case of leave cash encashment: 

Leave encashment income was wholly exempt in case of retirement of 

government employee. However, a maximum amount of Rs. 3 lakhs was 

allowed as exempt (under section 10(AA)(ii) read with Notification No. SO 

588(E), dated 31-5-2002) against such income in case of retirement of non-

government employee. Owing to general increase in the income from 

salary, it is proposed to increase this limit from Rs. 3 lakhs to Rs. 25 lakhs. 

A separate Notification would be issued in this regard. 

 

1.3. Deduction to the contribution made to the Agniveer Corpus Fund: 

Ministry of Defense has introduced a new scheme Agnipath to recruit  

youth into the Indian army for shorter duration viz. 4 years. Under the 

agnipath scheme, an individual who has been selected has to contribute to 

the corpus fund (Agniveer Corpus Fund) from his salary and matching 

amount will be contributed by the Government.  

In order to provide an exemption to the contribution made to the Fund, it 

is proposed to insert a new section 80CCH which states that contribution 

made by the individual to the fund is allowed as deduction (100 percent 

deduction) under section 80CCH(1). Further, the contribution made by the 

Government to the fund in the first instance shall be considered as salary 

under section 17(1)(ix) and subsequently full deduction is allowed under 

section 80CCH (2). 
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Further, it is proposed to insert a new provision section 10(12C) to state 

that any payment from the agniveer corpus fund to the agniveer or his 

nominee shall be exempt from tax. The above amendments are effective 

from AY 2023-24. 

 

1.4. New provision for computation of value of rent-free accommodation: 

Section 17(2) (i)/(ii) provides for computation of salary in the case of rent-

free accommodation and concession in rent provided by the employer. In 

order to provide a new computation mechanism in respect of rent-free 

accommodation, it is proposed to amend section 17(2) (i)(ii) to replace the 

existing limits with new limits. 

 

1.5. Capping on insurance premium to claim deduction under section 10(10D):  

Section 10(10D) of ITA states that maturity proceeds of life insurance policy 

is exempt from tax if premium payable does not exceed 10 percent of sum 

assured (20 percent in respect of policies issued on or before 31.03.2012, 

15 percent in respect of disability covered under section 80U/80DDB). 

Further, through the FA,2021, section 10(10D) has been amended to state 

that exemption shall not be available in respect of ULIP issued on or after 

01.02.2021 if the amount of premium in respect of ULIP exceeds 

Rs.2,50,000 per annum (if more than one ULIP is taken, exemption is 

applicable only in respect of those ULIPs whose aggregate premium does 

not exceed Rs.2,50,000 per annum). 

Now, in order to deny the exemption under section 10(10D) to those 

insurance policies where the premium is high, it is proposed to amend 

section 10(10D) to state that the exemption is not available in respect of 

insurance policies (other than ULIPs) issued on or after 01.04.2023 if the 

amount of premium exceeds Rs.5,00,000 per annum. 
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Further, if more than one policy is taken, the exemption is applicable only 

in respect of those policies whose aggregate premium does not exceed 

Rs.5,00,000 per annum. However, the above restrictions are not applicable 

in respect of amount received on account of death of a person.  

1.6. Taxation of maturity proceeds of insurance policy: 

It is proposed to insert a clause (xiii) in section 56(2) to tax the amount 

received on maturity of insurance policy after reducing the premium paid 

for insurance policy subject to certain conditions. 

 

1.7. Removal of deduction under section 80G for donations to certain trusts:  

Section 80G provides deductions in respect of certain funds donated to 

certain institutions. Now, it is proposed to remove the deduction in respect 

of donations made to the Jawaharlal Nehru Memorial Fund, the Indira 

Gandhi Memorial Trust, and the Rajeev Gandhi Foundation. 

1.8. New system of taxation for income from online games: 

The existing section 115BB of ITA provides for taxation of winnings earned 

from horse races, lottery or crossword puzzles or any card games. However, 

in recent times, due to easy accessibility to the internet and computer 

resources, there has been an increase in the users playing online games 

that are in wide nature with a variety of playing and payment options. 

In order to tax the income arising from online games, it is proposed to insert 

a new section 115BBJ into ITA, to state that income arising from any online 

game is taxable at the rate of 30 percent of the net winnings from such 

online game, and net winning from the online game shall be computed the 

manner as may be prescribed. 
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The word online game is defined under section 115BBJ to mean a game 

that is offered on the internet and is accessible by a user through a 

computer resource including any telecommunication device. 

Consequential amendments: 

In order to discharge the TDS liability, it is proposed to insert a new section 

194BA to state that the person responsible to pay such sum to any person 

deduct tax at source at the rate of 30 percent on the net winnings lying in 

the user account at the end of the financial year as computed in manner as 

may be prescribed. However, if the user withdraws the amount from his 

account during the FY, the payer shall deduct the tax at the time of such 

withdrawal on the net winnings portion of such withdrawal. If in case the 

winnings are paid either wholly in kind, or partly in cash and partly in kind, 

then the person responsible for making payment shall ensure that the 

required tax has been paid by the user before paying the net winnings. 

Thus, by inserting the aforesaid provisions, all kinds of incomes arising from 

online games were brought into the coverage of income tax. However, no 

provisions on set off or carry forward of any loss arising from such online 

games has been provided in the current finance bill. While section 115BBJ 

is effective from AY 2024-25, the TDS provisions under section 194BA are 

effective from 01.07.2023. 

Further, it is proposed to amend section 276B to state that the person 

responsible for deducting tax at source fails to do so shall be liable to 

imprisonment for a term which shall not be less than 3 months, but which 

may extend to 7 years and fine. The above amendment is effective from 

01.07.2023. 

As the above income is taxed under section 115BBJ, it is clarified that such 

income is not included again in section 115BB. Similarly, section 194B has 
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been amended to state that TDS is not applicable if TDS is made under 

section 194BA. The above amendment is effective from 01.07.2023. 

1.9. Reduction of rate of TDS under section 192A for non-furnishing of PAN:  

Section 192A has been inserted vide FA, 2015, which provides for TDS at 

the rate of 10 percent on the payment of accumulated provident fund 

balance due to employee by the employer under the provisions of the 

Employee’s Provident Fund Scheme 1952 if such lumpsum amount exceeds 

Rs. 50,000/-. However, if such an employee who receives such lumpsum 

amount does not furnish PAN, then TDS shall be applicable at the rate of 

maximum marginal rate. 

In order to provide similar treatment as provided in section 206AA, it is 

proposed to amend section 192A, to reduce the TDS rate from maximum 

marginal rate to 20 percent. 
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Capital Gains 

1.10. Clarification on modes of consideration received under JDA: 

Section 45(5A) as inserted by the FA, 2017 states that stamp duty value of 

the share of land or building as increased by the consideration received in 

cash if any shall be considered as full value of consideration for the purpose 

of computation of capital gains. 

In order to provide more clarity on the receipt of consideration, it is 

proposed to amend section 45(5A) to state that any consideration received 

in cash or by a cheque or draft or by any other mode shall be considered 

for the purpose of determination of full value of consideration. The above 

amendment is effective from AY 2024-25. 

1.11. Reduction of cost of acquisition, if interest deduction is claimed under 

section 24(b) or Chapter VI-A: 

Section 24(b) of the ITA provides a deduction of interest on loan for 

acquisition, construction, repair or renovation of house property while 

computing the income. Similarly, section 80EE and section 80EEA provides 

for deduction of interest on home loan subject to conditions specified 

therein. 

On the other hand, section 48 states that, while computing the capital 

gains, cost of acquisition/improvement shall be deducted. However, 

assessees are claiming interest under section 24(b) or under chapter VI-A 

(section 80EE/80EEA) and claiming the same amount as cost of acquisition/ 

cost of improvement while computing the capital gains under section 48.  

Now, it is proposed to amend the provisions of section 48 to state that if 

the assessee claims the interest deduction under section 24(b) or Chapter 
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VI-A, no deduction shall be allowed under section 48 as cost of acquisition. 

This amendment is effective from AY 2024-25. 

1.12. Conversion of gold into electronic gold receipt: 

It is proposed to amend section 47 to state that any conversion of gold into 

EGR (electronic gold receipt) or vice versa shall not be treated as transfer. 

As a consequent, it is proposed to amend section 2(42A) to state that 

period of holding of gold or electronic before exchange as the case may be, 

shall be included. Similarly, it is proposed to amend section 49 to compute 

the cost of acquisition as well. The above amendment is effective from AY 

2024-25. 

 

1.13. Special provisions for taxation of capital gains in case of Market Linked 

Debentures: 

In recent times, a variety of hybrid securities are being issued into the 

market having a combined characteristics of bonds and derivatives. One of 

such securities is ‘Market Linked Debenture’ which has a nature of 

derivative and also give variable interests as they linked with the 

performance of the market. Currently, MLDs are treated as capital assets 

and gain arising from such MLDs are taxed income from capital gains i.e., 

short term capital gain is taxed at normal rate and long-term capital gain is 

taxed at rate specified under section 112. 

However, it is proposed to a new section 50AA to tax the gain arising from 

transfer, redemption or maturity of such debenture as income from short 

term capital gain.  

Further, while computing the capital gain, cost of acquisition and 

expenditure incurred in connection with such transfer, redemption or 
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maturity shall be allowed as deduction however, STT shall not be allowed 

as a deduction. The above amendment is effective from AY 2024-25. 

 

1.14. Capping on capital gain exemption under section 54/54F: 

Under section 54/54F of ITA, a deduction from long-term capital gain on 

transfer of capital asset is available if a residential house property is 

purchased before 1 year and within 2 years of the date of transfer, or 

constructed within 3 years from the date of transfer. 

However, these benefits have been misused by the assessees by claiming 

higher deductions by purchasing expensive house properties. In order to 

prevent this misuse, it is proposed to amend section 54/54F to state that 

the exemption is available only to the extent of investment of Rs. 10 Crore 

in new residential house. These amendments are effective from AY 2024-

25.  

1.15. Clarification for cost of acquisition/improvement in respect of self-

generated assets: 

Under section 55, cost of acquisition/improvement for a self-generated 

goodwill, trademark or brand name of a business or profession is Nil (in 

case these assets acquired from other person, amount paid for such 

acquisition is considered as cost of acquisition). 

However, section 55 is silent about any other intangible assets. Hence, now 

it is proposed to state that cost of acquisition/improvement for any other 

intangible asset/right shall be considered similar to that of goodwill i.e., nil 

for generated assets and amount paid is such intangible asset or right is 

acquired from other person. The above amendment is effective from AY 

2024-25.
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Corporate Taxation 

1.16. Clarification for receipt of any benefit or perquisite under section 28: 

FA, 2022 has introduced a new section 28 (iv) in order to tax the perquisite 

received during the course of any business. Further, a new section 194R, 

which provides for TDS on benefits or perquisites provided to a resident 

person if such benefit or perquisite exceeds Rs. 20,000/- has been inserted 

by FA,2022.  

Now, it is proposed to amend section 28(iv) and 194R to provide a 

clarification that such benefit/perquisite shall come within the purview of 

section 28(iv) and section 194R even if such benefits or perquisites are paid 

in cash or kind or partly in cash and partly in kind. The above amendment 

is effective from AY 2024-25. 

1.17. Rationalization of provisions of section 35D:  

Expenses incurred in relation to preparation of feasible reports, project 

reports, market survey and engineering service in relation to business are 

allowed to amortize under section 35D subject to the condition that such 

activities shall be conducted by the assessee or any other approved 

concern. 

Now, in order to provide relaxation, it is proposed to o remove the existing 

condition and the assessee is required to furnish a statement of 

expenditure in the prescribed Form. The above amendment is effective 

from AY 2024-25. 

1.18. Deduction of expense on payment basis under section 43B: 

Under the existing provisions of section 43B, certain payments are allowed 

to be deducted only on payment basis. In order to ensure that the 
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payments are made to micro and small enterprises, it is proposed to amend 

section 43B to state that any sum payable by the assessee to micro and 

small enterprises (if such payment is made beyond the time limit specified 

under the MSME Act) shall be allowed as deduction only on payment basis. 

Further, proviso to section 43B states that any amount which is paid before 

the due date for filing the return of income is allowed as deduction for the 

year. However, such a relaxation is not provided for payment to micro and 

small enterprises which means that amount shall be allowed as deduction 

in the year in which the payment is actually made. 

1.19. Rationalization of provisions applicable to NBFCs: 

Under the existing provisions of 43B, payment of interest to deposit taking 

NBFCs and systemically important non-depositing takin NBFCs is allowed as 

deduction only on payment basis. Now, it is proposed to amend section 

43B to state that the section is applicable to all notified NBFCs by the 

Central Government. The above amendments are effective from AY 

2024.25. 

Further, section 43D states that interest income in relation to bad and 

doubtful shall be chargeable to tax on receipt basis. The section inter alia 

applicable to deposit taking NBFCs and systemically important non-

depositing takin NBFCs. Now, it is proposed to amend section 43B to state 

that the section is applicable to all notified NBFCs by the Central 

Government. The above amendments are effective from AY 2024.25. 

Section 94B as inserted by FA,2017 deals with the ‘Thin Capitalisation’. 

However, provisions of section 94B are not applicable to banking and 

insurance companies. Now, it is proposed to amend section 94B to extend 

the relaxation to notified NBFCs by the Central Government. The above 

amendment is effective from AY 2024-25.  
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1.20. Rationalization of section 72A and section 72AA: 

Under the existing provisions of section 72A, the unabsorbed loss or 
accumulated depreciation shall be allowed to the amalgamated company 
where the amalgamating company is an erstwhile public sector company 
which was disinvested through a strategic disinvestment by the Central 
Government or State Government. 

The term ‘strategic disinvestment’ has been defined to means reduction of 
shareholding of the Central Government or State Government in any PSC 
to less than 51 percent along with transfer of control.  

Now, it is proposed to amend the definition of ‘strategic disinvestment’ to 
state transfer of shares may be made by the Central Government, State 
Government or any other PSC.  

Further, the requirement of the first condition i.e., reduction of 
shareholding to less than 51 percent is applicable only when the 
shareholding (before such disinvestment) is more than 51 percent. Further, 
control in the PSC may be transferred by the Central Government, State 
Government or any other PSC or all of them. The above amendment is 
effective from 01.04.2023. 

Section 72AA: 
Section 72AA is similar to section 72A which, inter alia, provides carry 
forward of losses & depreciation to the transferee company in the case of 
amalgamation of banking companies with other banking institutions. It is 
proposed to amend that such allowance of loss and depreciation will be 
given to the transferee company in the case of amalgamation of banking 
company with any other company subsequent to its strategic 
disinvestment where the definition of strategic disinvestment will be 
derived from section 72A as amended above. The above amendment is 
effective from 01.04.2023. 
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1.21. Extension of date for incorporation of a startup and amendment to 

section 79: 

Under section 80-IAC, an eligible startup can claim deduction subject to 

conditions therein if such startup is incorporated on or before 31.03.2023. 

Now, it is proposed to extend the time limit for incorporation of eligible 

startups from existing 31.03.2023 to 31.03.2024.  

Further, under section 79, eligible startup is allowed to carry forward losses 

to if losses are incurred during the first 7 years of incorporation subject to 

conditions specified in section 79. Now, it is proposed to enhance the 

period from 7 years to 10 years. 

1.22. New tax regime for co-operative societies engaged in manufacturing: 

Section 115BAB of ITA provides concessional rate of tax at the rate of 15 

percent for companies which are engaged in manufacturing or production 

of an article or thing. In order to provide a similar concession for 

cooperative societies which are engaged in manufacturing, it is proposed 

to insert a new section 115BAE.  

A New manufacturing resident co-operative society, instead of paying tax 

at the normal slab rates applicable, may opt for taxation under the new 

regime of taxation under section 115BAE. The rate of tax provided under 

section 115BAE is optional to the co-operative society. However, such a co-

operative society cannot claim certain deductions under section 115BAE. 

Person  Rate of Tax Effective Rate 

Co-operative society 15* percent 17.16 percent 

*Other income other than income derived from or is incidental to, manufacturing or 

production of an article or thing and in respect of which no specific rate of tax has 

been provided separately, such income shall be taxed at the rate of 22 per cent. and 

no deduction or allowance in respect of any expenditure or allowance shall be made 

in computing such income. 
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Further, domestic transfer provisions are made applicable in respect of transactions 

between the co-operative society with its associated enterprise and the excess 

income (which is above the ALP) shall be chargeable to tax at the rate of 30 percent.   

Following deductions are not available to co-operative societies which have opted 

for concessional rate under section 115BAE 

Section 10AA Special deductions for SEZ units. 

Section 32(1)(iia)  Additional depreciation in respect of new plant and 

machinery. 

Section 33AB Deduction in respect of Tea, Coffee or Rubber 

business. 

Section 33ABA Deduction in respect of deposit in site restoration 

fund. 

Section 35(1)(ii)  Deduction in respect of amount paid to approved 

research association, university, college or institution. 

Section 35(1)(iia) Deduction in respect of amount paid to a company 

which is engaged in research activities. 

Section 35(1)(iii) Deduction in respect of amount paid for social science 

or statistical research. 

Section 35(2AA)  Deduction in respect of amount paid to national 

laboratory or university or IIT or specified person with 

a specific direction. 

Section 35AD  Deduction in respect of expenditure on specified 

business. 

Section 35CCC Deduction in respect of expenditure on notified 

agricultural extension project. 

Chapter VIA – Except 

section 80JJA 

 

Deduction in Chapter VI-A - Other than the provisions 

of section 80JJAA (Deduction in respect of 

employment of new employees). 

Conditions under section 115BAE 

Co-operative society shall be set up and registered on or after 01.04.2023 and shall 

commence manufacturing on or before 31.03.2024. 

The business shall not be formed by splitting up, or the reconstruction, of the 

existing business. 
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The co-operative society shall not use any machinery or plant which is previously 

used for any purpose. However, machinery or plant which is used by any other 

person outside India shall not be considered as used machinery or plant if: 

• Such machinery or plant was not used in India up to the date of installation.  

• Such machinery or plant is imported into India from any country outside India.  

• No depreciation is allowed or is allowable under the Act in computing total 

income for any period prior to the date of installation. 

However, assessee is allowed to acquire/install used machinery or plant provided the 

value of which shall not exceed 20% of the total value of machinery or plant 

acquired/installed by the co-operative society. 

The co-operative society shall not engage in any business other than the business of 

manufacturing or production of any article or thing and research in relation to, or 

distribution of, such article or thing manufactured or produced by it. This shall 

include the business of generation of electricity, however, following business shall 

not be considered as eligible business: 

• Development of computer software in any form or in any media.  

• Mining. 

• Conversion of marble blocks or similar items into slabs. 

• Bottling of gas into cylinder. 

• Printing of books or production of cinematograph film; or 

• Any other business as may be notified by the Central Government in this 

behalf. 

Assessee shall not set off of any loss carried forward or depreciation from any earlier 

assessment year, if such loss or depreciation is attributable to any of the deductions 

specified above and it shall be deemed to have been given full effect and no further 

deduction is allowed in subsequent year. Assessee can claim depreciation under sec 

32 other than Sec32(1)(iia). 

The provisions of section 115JC, section 115JD are not applicable to co-operative 

societies opted for provisions of section 115BAE. 

The option can be exercised by the assessee in the first return of income in respect 

of relevant to the assessment year commencing on or after 01.04.2024 and such 

option once exercised for any previous year shall not be allowed to be withdrawn 

for the same or any other previous year.  
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Where the person fails to satisfy the conditions specified above in any previous 

year, the option shall become invalid in respect of the assessment year relevant 

to that previous year and subsequent assessment years and other provisions of 

the Act shall apply, as if the option had not been exercised for the assessment 

year relevant to that previous year and subsequent assessment years. 
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International Taxation and TP 

1.23. Enhancing the scope of income deemed to accrue or arise in India:  

Though the FA,2021, a new provision has been inserted in section 9(1) of 

the ITA vide clause (viii) which states that any income referred to in section 

56(2) (x) has been paid by a resident to a non-resident or a foreign company 

or after 05.07.2019 shall be deemed to accrue or arise in India. However, 

‘not ordinarily residents’ have not been covered by the provisions of 

section 9(1)(viii) of the ITA. 

Now, in order to include ‘not ordinarily residents’ under the purview of 

section 9(1)(viii) of the ITA, it is proposed to amend the provisions of the 

ITA so as to provide that any income referred to in section 56(2)(x) paid by 

a resident to not ordinarily resident on or after 01.04.2023 shall be deemed 

to accrue or arise in India. 

 

1.24. Removal of exemption of news agency: 

The existing section 10(22B) provides exemption to the income earned by 

the news agency which was set up in India solely for collection and 

distribution of news as may be notified by the Central government subject 

to a condition that the income shall not be distributed to its members in 

any manner. In accordance with the policy of the Government in phasing 

out the exemptions and deductions under ITA, it is proposed to withdraw 

the exemption available to news agencies. This amendment will be 

effective from AY 2024-25. 
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1.25. Rationalization of exemption to unit holders of specified fund: 

Currently, any income earned by the investment division of an offshore 

banking unit located in IFSC is taxable under section 115AD. Subsequently, 

this income is passed to the investors of the offshore banking unit. 

However, no exemption is provided on the income which is passed to non-

resident investors through offshore banking unit which makes it taxable 

twice under ITA. 

In order to remove the dual taxation, it is proposed to amend section 10(4E) 

to provide exemption on any income accruing to non-resident which is 

distributed by the offshore banking unit provided such income is already 

taxed under section 115AD in the hands of offshore banking unit. This 

amendment is effective from AY 2024-25. 

 

1.26. Extending the time limit for relocation of foreign fund to IFSC:  

Through the FA, 2021, in order to encourage the relocation of foreign fund 

to IFSC, certain tax exemption have been provided under the ITA if such 

fund is relocated to IFSC on or before 31.03.2023.  

Now, it is proposed to extend the time limit to relocate the specified foreign 

fund to IFSC from existing 31.03.2023 to 31.03.2025. 

1.27. Rationalization of provisions of section 44BB and 44BBB: 

Section 44BB provides presumptive taxation to non-residents who are 

engaged in the business of providing services in connection with 

exploration of mineral oils. Similarly, section 44BBB provides presumptive 

taxation to non-residents who are engaged in the business of civil 

construction etc. 



Direct Tax – Int Tax and TP SBS 

  

29 The Union Budget 2023 - An Analysis 

Now, it is proposed amend section 44BB and section 44BBB to state that 

any carry forwarded loss or unabsorbed depreciation under section 72 and 

32 respectively shall not be allowed to set off against the income reported 

under the presumptive scheme during that previous year. However, the 

assessee can set off the said loss and depreciation from the income which 

is reported under non-presumptive scheme. This amendment is effective 

from AY 2024-25. 

1.28. Extending the scope of section 56(2)(viib) to non-residents: 

The existing section 56(2)(viib), inter alia, provides that any amount 

received by a closely held company against the issue of shares at premium 

will be chargeable to tax under other sources to the extent of such amount 

which is in excess of the FMV of the share issued.  

Currently, the section is applicable only to the issue of shares to residents. 

In order to curb any possible tax avoidance from the non-resident investors 

by misusing the said provision, it is proposed to include the non-residents 

into the ambit of section 56(2)(viib) so that any consideration received from 

non-residents also would be subject to tax if the share is issued at a price 

higher than its FMV. This amendment is effective from AY 2024-25. 

1.29. Reduction of time limit to submit the TP study under section 92D: 

Under the existing provisions of section 92D, TP study shall be submitted 

within a period of 30 days from the date of notice which may be extended 

by 30 days based on the application made by the assessee. 

Now, it is proposed to amend section 92D to reduce the time limit from 30 

days to 10 days. Which means that the assessee has to submit the TP study 

within a period of 10 days which may be extended by another 10 days 

based on the application made by the assessee (however, memorandum 
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mentions that time may be extended by another 30 days). The above 

amendment is effective from 01.04.2023. 

1.30. Extending the treaty rate to section 196A: 

Section 196A provides for TDS on any income paid to non-resident or 

foreign company in respect of units of a mutual funds specified under 

section 10(23D) at the rate of 20 percent. In order to provide relief to non-

residents or foreign company, it is proposed to amend section 196A to 

extend a treaty relief on TDS rate i.e., TDS at 20 percent or such lower rate 

prescribed in the treaty if such non-resident or a foreign company possess 

tax residency certificate. 
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Rationalization of Provisions 

1.31. Exemption to Development Authorities: 

Section 10(46) provides exemption to income of specified authorities who 

are engaged in any activities which are not in the nature of any commercial 

activities. However, the interpretation of commercial activities has been a 

litigated issue for years. 

In the recent ruling given by the Hon’ble Supreme Court in the case of 

Ahmedabad Urban Development Authority, while interpreting the term 

object of general public utility, it was held that the term ‘in the nature of’ 

in section 2(15) was by design, to clarify beyond doubt, that not only 

business, trade or commerce, but all activities in the nature of, or 

resembling them. 

Pursuant to above view, it is proposed to insert a new section 10(46A) to 

provide exemption to the authorities, boards, trusts, commissions, which 

are not incorporated as companies, whose objective is to provide housing 

accommodation to public, development of cities, towns and villages and 

developing and regulating any activity for the benefit of general public. This 

amendment shall be effective from AY 2024-25.  

 

1.32. Rationalization of Section 10AA: 

Section 10AA provides deduction to the assessees who has set up 

manufacturing activity in SEZ computed in the prescribed manner. Further, 

section 143(1) provides that the assessee would be eligible for deduction 

under section 10AA only if the return of income is filed before the due date 

specified under section 139(1). However, similar condition is not available 

in section 10AA. 
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In order to bridge the cap between section 143(1) and section 10AA, it is 

proposed to amend section 10AA to provide that deduction shall be 

allowed to the assessee only if the return of income is filed before the due 

date. 

Further, no time limit has been specified to SEZ units for repatriation of 

export proceeds under the current provisions. Now, it is proposed to 

amend section 10AA to provide that the assessee would be eligible for 

deduction only if the export proceeds are repatriated to India with a period 

of 6 months from the end of the financial year. However, the export 

proceeds shall be deemed to be repatriated to India if such amount is 

credited to a separate bank account maintained by the assessee outside 

India with the approval of RBI. This amendment shall be effective from AY 

2024-25. 

Rationalization with Section 155: 

Consequent to the above amendment, if such export proceeds have been 

repatriated to India after the expiry of time limit provided, with a view to 

provide deduction to the assessee in this regard, it is proposed to amend 

section 155 to give the assessing officer the power to amend the 

assessment order already passed so as to allow deduction under section 

10AA for the respective year. The 4-year rectification period under section 

154 shall be computed from the end of the financial year in which the 

export proceeds are repatriated. 

1.33. Enhancing the limits under section 44AD and section 44ADA: 

Section 44AD provides for presumptive taxation in the case of individual, 

HUF or partnership firm (not being an LLP) being a resident in India who is 

engaged in eligible business if gross receipts/turnover does not exceed Rs.2 

Crore. 
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Now, it is proposed to enhance the above limit to Rs.3 Crore if the 

aggregate of the amounts received during the year in cash (amount 

received in bearer cheque/draft is considered as amount received in cash) 

does not exceed 5 percent of the turnover. 

Similarly, section 44ADA provides for presumptive taxation in the case of 

individual, HUF or partnership firm (not being an LLP) being a resident in 

India who is engaged in specified profession if gross receipts/turnover does 

not exceed Rs.50 Lakhs. 

Now, it is proposed to enhance the above limit to Rs.75 Lakhs if the 

aggregate of the amounts received during the year in cash (amount 

received in bearer cheque/draft is considered as amount received in cash) 

does not exceed 5 percent of the turnover. The above amendments are 

effective from AY 2024-25. 

1.34. Enhancing the scope of income distributed by business trust to its unit 

holder: 

It is proposed to amend section 56 to include any income distributed to unit 
holder by the business trust taxable under the head ‘Income from other 
sources’ provided that income is not exempted under sections 10(23FC) 
and 10(23FCA) and the income is not taxable to business trust under 
section 115UA. The above amendment is effective from AY 2024-25. 

1.35. Clarification regarding computation of interest under updated return 

under section 139(8A): 

Section 140B (4) provides that the interest payable under section 234B shall 

be computed on an amount equal to the assessed tax or the amount by 

which the advance tax paid falls short. This implies that interest was 

payable only on the difference amount of assessed tax and advance tax 

paid. 
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In order to clarify the provisions, an amendment has been proposed that 

interest payable under section 234B shall be computed on an amount equal 

to assessed tax, after reducing the advance tax paid, and after reducing the 

credit claimed in the earlier return filed, if any. The above amendment is 

effective from AY 2023-24. 

 

1.36. Inclusion of Cost Accountant in special audit by department under section 

142(2A): 

Under the existing provisions of section 142(2A), the Assessing Officer can 

direct the assessee to get the books audited in case of complexities of 

accounts/volume accounts/doubt about the correctness of 

accounts/multiplicity of transactions. The audit has to be conducted by a 

Chartered Accountant nominated by PCCIT/CCIT/PCIT/CIT and the 

remuneration shall be paid by the Central Government. 

To ensure that the inventory is valued in accordance with various 

provisions and ICDS-II, it is proposed to amend the provisions of section 

142(2A) to state that the Assessing Officer may direct the assessee to get 

the inventory valued by the Cost Accountant nominated by 

PCCIT/CCIT/PCIT/CIT and the remuneration shall be paid by the Central 

Government.  

Further, it is proposed to amend section 295 as well in order empower the 

Central Government to make rules in respect of inventory valuation. 

Further, it is proposed to amend section 153 to exclude the period of 

inventory valuation through the cost accountant for computation of time 

limit for completion of assessment or reassessment. The above 

amendment is effective from 01.04.2023. 

 



Direct Tax – Rationalization of Provisions  SBS 

  

35 The Union Budget 2023 - An Analysis 

1.37. Prescription of time limit for filing of return under section 148: 

Under the existing provisions, in respect of reassessment under section 

147, assessee shall file a return of income within the time limit specified in 

notice issued under section 148.  

Now, it is proposed to amend section 148 to state that the assessee is 

required to file the return of income under section 148 within a period of 3 

months from the end of the month in which notice is issued (time may be 

extended by the assessing officer on the application made by the assessee). 

If the assessee has not filed the return within the time above, return shall 

not be deemed to be a return under section 139. The above amendment is 

effective from 01.04.2023. 

1.38. Rationalization of reassessment provisions: 

Exclusion of period for computing the time limit under section 149: 

Section 149 deals with the time limit for issue of notice under section 148 

for the purpose of reassessment. It is proposed to amend section 149 to 

state that a period of 15 days shall be excluded while computing the time 

limit under section 149 if 

• a search is initiated under section 132; 

• a search is completed under section 132; 

• a requisition is made under section 132A; 

after the 15th  day of March of any year and period for issue of notice expires 

on 31st March of such year. 

Clarification of specified authority under section 151: 

Section 151 contains the definition of specified authority for the purpose 

of section 148 and section 148A which states that if there is no PCCIT, PDGIT 

then, CCIT or DGIT shall be considered as specified authority for giving 

approvals beyond 3 years. 



Direct Tax – Rationalization of Provisions  SBS 

  

36 The Union Budget 2023 - An Analysis 

Now, it is proposed to amend section 151 to state that PCCIT, PDGIT, CCIT 

or DGIT shall be considered as specified authority for giving approvals 

beyond 3 years. Further, for computation of period of 3 years, period which 

is excluded under section 149 shall be excluded. The above amendment is 

effective from 01.04.2023. 

1.39. Extension of time limit under section 153 for completion of assessment: 

Through the FA,2021, time limit under section 153 for completion of 

assessment has been changed to 9 months from the end of the assessment 

year.  

However, a notice under section 143(2) can be served on the assessee up 

to 3 months from the end of the assessment year. This gives a time period 

of just 6 months to the assessing officer to complete the assessment. 

Therefore, it is proposed to increase the time period to 12 months from the 

end of the relevant assessment year or 12 months from the end of the 

financial year in which such an updated return was furnished, as the case 

may be. The above amendment is applicable in respect of assessment for 

AY 2022-23 and onwards. 

Further, it is proposed to insert a new subsection (3A) to section 153 to 

state that in the case of where the assessment or reassessment is pending 

as on the date of initiation of search under section 132 or making 

requisition under section 132A, the time period under section 153 shall 

extend by 12 months in the following cases: 

• In the case of the assessee where the search is initiated or 

requisition is made; 

• In the case of the assessee to whom money, bullion, jewellery or 

other valuable article or thing seized or requisitioned belongs to; 
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• in the case of an assessee, to whom any books of account or 

documents seized or requisitioned pertains or pertain to, or any 

information contained therein, relates to. 

The above amendment is effective from 01.04.2023. 

1.40. Relief to the assessee for claiming TDS not paid by the deductor within 

the time: 

In some cases, the deductor may pay (or deduct) the TDS to the credit of 

Central Government in the subsequent years. In such a situation, the 

assessee cannot claim the TDS credit since the amount is not available in 

Form 26AS.  

In order to remove this difficulty, it is proposed to insert a new sub-section 
(20) under section 155. It provides that where any income has been 
included in the return of income furnished by the assessee and tax has been 
deducted on such income and paid to the credit of Government in a 
subsequent financial year, the Assessing Officer shall amend the order of 
assessment or any intimation allowing the credit of such TDS in the relevant 
assessment year, upon application made by the assessee within 2 years 
from the end of the financial year in which such tax was deducted. 

It is further provided that the period of 4 years for passing of rectification 
order under section 154 (7) shall be reckoned from the end of the financial 
year in which such tax was deducted. Further, the interest on refund under 
section 244A arising out of above rectification shall be for the period from 
the date of the application to the date on which such refund is granted. The 
above amendment is effective from 01.10.2023. 

1.41. Amendment to section 170A: 

Through the FA,2022, a new section 170A has been inserted to provide that 

in the case of business reorganization, successor shall furnish a modified 

return of income within a period of 6months from the end of the month in 
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which order by the high court, tribunal or competent authority under 

Insolvency and Bankruptcy Code, 2016 is passed. 

However, the FA,2022 is silent regarding the assessment subsequent to the 

filing of modified return of income by the successor. Hence, it is proposed 

to amend the provisions of section 170A to state that Where assessment 

or reassessment proceedings have been completed on the date of 

furnishing the modified return, the Assessing Officer shall pass an order 

modifying the total income of such relevant assessment year by taking into 

consideration of the modified return so furnished. 

Further, where assessment or reassessment proceedings are pending on 

the date of furnishing the modified return, the Assessing Officer shall pass 

an order assessing and reassessing the total income of such relevant 

assessment year by taking into consideration of the modified return so 

furnished. For the purpose of such assessment and reassessment 

proceedings, all other provisions of the act and tax rates shall be applicable. 

The above amendment is effective from AY 2023-24. 

1.42. Removal of exemption from TDS on interest on securities: 

Under the existing provisions of section 193, TDS shall not be deducted in 

case of any interest is payable on any security issued by a company, where 

such security is in dematerialized form and is listed on recognized stock 

exchange in India.  

However, it is seen that there is an underreporting of such income by the 

assessees. Hence it is proposed to remove the aforesaid exemption. The 

above amendment is effective from 01.04.2023. 
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1.43. Rationalization of section 194B and section 194BB: 

Under the existing provisions of sections 194B and 194BB, TDS shall be 

applicable on winnings from lotteries, crossword puzzles and on horse 

racing in any racecourse or for arranging for wagering or betting in any 

racecourse respectively, if the amount exceeds Rs. 10,000/-. However, 

these provisions are being misused by the payers by splitting the amounts 

into multiple transactions with less than Rs. 10,000/-.  

To curb the above misuse, it is proposed to amend section 194B and section 

194BB to state that aggregate of the payment in a year shall be considered 

for reckoning the limit of Rs. 10,000. The above amendment is effective 

from 01.04.2023. 

Further, it is proposed to amend section 194B to include gambling or 

betting of any form or nature under the purview of TDS which is already 

included in section 115BB. The above amendment is effective from 

01.04.2023. 

1.44. Increasing the threshold limit under section 194N for co-operative 

societies: 

Section 194N states that cash withdrawal from banks, cooperative societies 

engaged in banking, post office attracts TDS at the rate of 2 percent if the 

aggregate amount of withdrawal during the year exceeds Rs.1Crore (rate 

and threshold is different for non-filers of return). 

Now, it is proposed to amend section 194N to enhance the limit of 

Rs.1Crore to Rs.3Crore in respect of withdrawal by a co-operative society. 

The above amendment is effective from 01.04.2023. 
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1.45. Clarification for TDS under section 194R: 

FA, 2022 has introduced a new section 194R, which provides for TDS on 

benefits or perquisites provided to a resident person if such benefit or 

perquisite exceeds Rs. 20,000/-.  Now, it is proposed to amend section 194R 

to provide a clarification that such benefit/perquisite shall come within the 

purview of TDS even if such benefits or perquisites are paid in cash or kind 

or partly in cash and partly in kind. 

1.46. Providing the lower deduction certificate for TDS under section 194LBA: 

Section 197 provides the benefit of lower deduction or Nil deduction in 

respect of income covered under few sections by granting a lower 

deduction certificate if AO is satisfied on an application made to him by the 

assessee. Now, it is proposed to amend section 197 to extend the scope to 

TDS covered under section 194LBA i.e., TDS on income distributed by a 

business trust. 

1.47. Rationalization of section 206AB and section 20CCA: 

Existing provisions of sections 206AB and 206CCA provide for TDS and TCS 

at higher rates for non-filers of income-tax returns. However, these 

provisions are not applicable to non-resident who does not have a 

permanent establishment in India. 

However, there are certain persons who are not required to furnish return 

of income by virtue of specific exemption. In order to provide relief to such 

persons, it is proposed to amend the section 206AB and section 206CCA so 

as to exclude such persons. The above amendment is effective from 

01.04.2023. 
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1.48. Enhancing the rate of TCS rate under section 206C(1G): 

Existing provisions of section 206C(1G) states that remittance of money 

under LRS attracts TCS at the rate of 5 percent if the amount of remittance 

exceeds Rs.7,00,000 per annum (However, there is no limit for overseas 

tour package). 

Now, it is proposed to amend section 206C(1G) to enhance the rate of TCS 

to 20 percent subject to certain relaxations. The comparison of existing 

section and proposed amendment is provided in the Table below: 

S No Type of remittance Existing rate* Proposed rate* 

1 For the purpose of any 
education, if the amount 
being remitted out is a loan 
obtained from any financial 
institution as defined in 
section 80E 

0.5 percent of the 
amount or the 
aggregate of the 
amounts in excess of Rs. 
7,00,000 

No change 

2 For the purpose of 
education, other than (i) or 
for the purpose of medical 
treatment 

5 percent of the amount 
or the aggregate of the 
amounts in excess of Rs. 
7,00,000 

No change 

3 Overseas tour package 5 percent without any 
threshold limit 

20 percent 
without any 
threshold limit 

4 Any other case 5 percent of the amount 
or the aggregate of the 
amounts in excess of Rs. 
7,00,000 

20 percent 
without any 
threshold limit 

*In the above table, the existing and the proposed rates of TCS are on the 

amount or the aggregate of the amounts being remitted by the buyer in a 

financial year. The above amendment is effective from 01.07.2023. 
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1.49. Rationalization of section 241A and section 245: 

Section 241A as inserted by FA,2017 states that the assessing officer may 

withhold the tax refund due to the assessee when the assessment is 

pending subject to satisfaction of certain conditions. Further, section 245 

states that the assessing officer may adjust the refund against the 

outstanding demand. 

 

Now, it is proposed to replace existing section 241A and section 245 with 

new section 245. Further, provision of section 244A has also been proposed 

to be amended to compute the interest on refund. The above amendment 

is effective from AY 01.04.2023. 

 

1.50. Relaxation to section 269SS and section 269T: 

Section 269SS prohibits any person to take or accept any loan or deposit or 

any specified sum otherwise than by an account payee cheque or bank 

draft or online transfer if the amount exceeds Rs.20,000 or more. Similarly, 

section 269T prohibits repayment of loan, deposit or specified sum in 

excess of Rs.20,000 otherwise than by an account payee cheque or bank 

draft or online transfer. 

In order to provide relief to the agricultural sector, the limit of Rs.20,000 is 

increased to Rs.2,00,000 in respect of any loan or deposit accepted by a 

Primary agricultural credit society or Primary co-operative agricultural and 

rural development bank from its members and vice versa. 

A similar extension of Rs.2,00,000 is made in case of repayment of loan 

under section 269T in respect of any loan or deposit accepted by a Primary 

agricultural credit society or Primary co-operative agricultural and rural 

development bank from its members and vice versa. The above 

amendment is effective from 01.04.2023. 
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1.51. Power to modify/amend the directions issued for faceless scheme: 

A faceless scheme under the ITA has been launched by the Central 

Government f to eliminate the person-to-person interface between the 

taxpayer and the income tax department. Under this scheme, various 

sections have been amended to facilitate the faceless scheme.  

Under the faceless scheme, power has been delegated to the Central 

Government to issue directions by a Notification to provide an operational 

mechanism to the faceless scheme. However, there are time limits to issue 

such directions.  Now, it is proposed to amend those sections to provide 

that where any direction is issued by the Central Government before the 

expiry of the time period, then CG can amend or modify such direction at 

any time by a Notification in the Official Gazette. 
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Other Amendments 

1.52. Creation of new appellate authority to reduce the burden on CIT (A): 

Assessee aggrieved by the order of the AO may file an appeal before the 

first appellate authority namely CIT (A) under section 246A. However, the 

number of appeals pending before the CIT (A) are getting increased day by 

day after the introduction of faceless appeal mechanism. In order to reduce 

the burden at CIT (A) and to expediate the discharging of pending appeal, 

it is proposed to amend the provisions of ITA to insert new appellate 

authority vide JCIT (A) under section 246.  

 

Description Section Amendment 

Appellate 

authority 

2(28CA) Joint Commissioner of Income Tax 

(Appeals) or Additional Commissioner of 

Income Tax (Appeals). 

Appealable 

orders  

246(1) Orders passed by the AO below the rank of 

JCIT. However, if the order is passed by or 

with the prior approval of the AO above 

rank of DCIT, appeal shall not be filed 

under section 246.  

Pending 

appeals  

246(2) Appeals which are pending before the 

CIT(A), which are covered under sub 

section (1), would be transferred to JCIT 

(A). 

Transfer of 

appeal to CIT 

(A) 

246(3) It states that board/income authority 

which is authorised by the board may 

transfer any appeal from JCIT (A) to CIT (A).  

Role of CG in 

enabling 

JCIT(A) 

246(5) In addition to the above mechanisms, in 

order to enable the JCIT(A) to dispose the 

appeals expediently, CG may make 
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faceless assessment scheme applicable in 

the appeal cases at JCIT(A) level subject to 

such conditions as prescribed. 

Appeal 

procedure 

 249, 

250,251 

It is proposed to amend these sections to 

provide appeal procedure before the JCIT 

(A) [similar to the appeal before the 

CIT(A)]. 

Consequential 

amendments 

Various 

sections 

It is proposed to amend section 116, 

section 119, section 131, section 133, 

section 134, section 154, section 158A, 

section 158AB, section 177, section 189, 

section 264, section 267, section 270A, 

section 270AA, section 271, section 271A, 

section 271AAC, section 271AAD, section 

271J, section 275, section 279, section 287 

and section 295 to provide similar 

treatment as that provided to CIT (A) in 

respective sections. 

 

 

1.53. Penalties: 

Section  Description 

271C Under section 271C, failure to make payment of TDS to the 

CG is liable for penalty. Now, it is proposed to amend section 

271C to state the failure to ensure that the tax has been paid 

by recipient under section 194R (perquisite), section 194S 

(VDA) and section 194BA (online games) is also liable for 

penalty. 
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271FFA Under section 271FFA, providing inaccurate information in 

the statement of financial transaction is liable to penalty of 

Rs.50,000. 

Now, it is proposed to amend section 271FAA to state that (in 

addition to the existing penalty) specified financial institution 

provides inaccurate information in the statement and the 

inaccuracy in such statement is due to false or inaccurate 

information furnished by the holder or holders of the 

relevant reportable account or accounts, financial 

institution shall pay a penalty of Rs.5,000 for each 

inaccurate account and such financial institution is eligible 

to recover the same from the account holder. 

276A Provisions contained in section 276A relating to imposition of 

imprisonment on liquidator are withdrawn from 01.04.2023 

276B Under section 276B, failure to make payment of TDS to the 

CG is liable for imprisonment. Now, it is proposed to amend 

section 276B to state the failure to ensure that the tax has 

been paid by recipient under section 194R (perquisite), 

section 194S (VDA) and section 194BA (online games) is also 

liable for penalty. 
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Budget Proposals - Indirect Taxes 

GST Updates 
 

1.54. Composition Scheme for Supplier of goods through e-commerce 

operator: 

The composition scheme was previously not applicable for the supplier of 

goods through the e-commerce operator. Through this amendment, the 

composition scheme is now made available to the person making supply of 

goods through an electronic commerce operator who is required to collect 

tax at source as per Section 52 of CT Act. 

 

1.55. Relaxation for Apportionment of Credit: 
 

As per Section 17 of CT Act, if a registered person supplies taxable goods 

along with the exempted goods, the input tax credit on the common 

purchase has to be reversed to the said credit to the extent of exempt 

supplies. The calculations for such reversals have been specified in Rule 42 

and 43 of CT Rules. However, the concept of common reversals of input tax 

credit shall not apply to the transactions specified in Schedule III except 

those mentioned in Paragraph 5 of said schedule. 

Through the amendment of Explanation 3 to Section 17(3) of CT Act, the 

exclusion is made wider and applicable to cover supply of warehoused 

goods to any person before clearance for home consumption. Accordingly, 

the activities mentioned in Paragraph 5 and Paragraph 8(a) now stands 

included in the value of exempt supply for reversals of proportionate 

credits.   
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1.56. Addition of entry in Blocked Credit: 

 

The scope of blocked credit has been expanded to include the goods or 

services or both which are received by taxable person and used or intended 

to be used for discharge of CSR Obligations. Accordingly, now the credit on 

goods or services or both received for discharging CSR Obligations cannot 

be availed. 

 

1.57. Clarification with respect to persons who are not liable to registration 

under GST: 

 

More clarity is provided in Section 23 by inserting that the said section shall 

apply notwithstanding anything contrary as contained in Section 22(1) and 

Section 24. Hence, those categories of persons specified in Section 23, need 

not register despite crossing the threshold for registration or satisfy any of 

the instances under Section 24. This is proposed as retrospective 

amendment from 01st July 17. 

 

1.58. Late of filing of returns has been limited to 3 years: 

 

A new amendment is proposed to Section 37, indicating that there cannot 

be filing of GSTR-1 for a tax period after the expiry of 3 years from the due 

date of furnishing the said details unless a notification allows such filing 

subject to satisfaction of conditions.  

A new amendment is proposed to Section 39, indicating that there cannot 

be filing of GSTR-3B for a tax period after the expiry of 3 years from the due 

date of furnishing the said details unless a notification allows such filing 

subject to satisfaction of conditions.   

A new amendment is proposed to Section 44, indicating that there cannot 

be filing of GSTR-9 for a financial year after the expiry of 3 years from the 
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due date of furnishing the said annual return unless a notification allows 

such filing subject to satisfaction of conditions. 

 

1.59. New Proviso inserted to provide the data from GST Portal to Others: 

 

A new section has been inserted for providing certain data filed on GST 

portal to be shared to other notified systems after obtaining the consent of 

supplier and the recipient, as the case may be. The data is covered is details 

furnished for obtaining registration, data in returns for GSTR-3B, annual 

return and particulars of e-invoice. 

 

1.60. Retrospective application of insertion made in Schedule III: 

 

Paragraph 7 (supply of goods from a place in the non-taxable territory to 

another place in the non-taxable territory without entering into India) and 

Paragraph 8 (supply of warehoused goods to any person before clearance 

for home consumption and supply of goods on High Sea Sales basis) were 

inserted vide Central Goods and Services Tax (Amendment) Act, 2018 with 

effective from 01.02.2019. However, the department in many instances 

made such transactions prior to that date as taxable. Now, in order to 

remove such difficulties and end the litigation, said entries were treated as 

deemed to be inserted with effective from 01st July 17. However, refund of 

tax is not provided in cases, where the tax is already paid by the supplier.
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Glossary of Terms 
Term Description 

AJP Artificial juridical person 

AOP Association of persons 

AY Assessment year 

BOI Body of individuals 

CCIT Chief Commissioner of Income Tax 

CIT Commissioner of Income Tax 

CT Act Central Goods and Services Act, 2017 

DGIT Director General of Income Tax 

FA Finance Act 

FY Financial year 

HUF Hindu undivided family 

JCIT Joint Commissioner of Income Tax 

ITA Income Tax Act, 1961 

ITR Income tax return 

LLP Limited liability partnership 

MAT Minimum alternate tax under section 115JB 

N.A. Not applicable 

PCCIT Principle Chief Commissioner of Income Tax 

PCIT Principle Commissioner of Income Tax 

PDGIT Principle Director General of Income Tax 

RS. Indian rupee 

TAN Tax deduction account number or Tax collection account 

number 

TAR Tax audit report 

TCS Tax collection at source 

TDS Tax deduction at source 
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Income Tax Rate for FY 2023-24: 
 

Though there is no proposal in the Finance Bill to change the income tax 

rates (in the old regime) for the FY 2023-24, for quick and better 

understanding, rates of tax have been provided below: 

1.61. Rates of Tax for individual/HUF –  

Old Regime:  

Individual (other than resident senior citizen and resident super senior 

citizen)/HUF/AOP/BOI/AJP: 

 

Total Income 

(in Rs.) 

Rate of Tax – 

AY 2023-24 

(in percentage) 

Rate of Tax – 

AY 2024-25 

(in percentage) 

Up to 2,50,000 NIL NIL 

2,50,001 – 5,00,000  5  5 

5,00,001 – 10,00,000 20 20 

Above 10,00,000 30 30 

Resident individual being a senior citizen (Aged 60 years or above but less 

than 80 years): 

Total Income 

(in Rs.) 

Rate of Tax – 

AY 2023-24 

(in percentage) 

Rate of Tax – 

AY 2024-25 

(in percentage) 

Up to 3,00,000 NIL NIL 

3,00,001 – 5,00,000  5 5 

5,00,001 – 10,00,000 20 20 

Above 10,00,000 30 30 

Resident individual being a super senior citizen (Aged 80 years or above) 

Total Income 

(in Rs.) 

Rate of Tax – 

AY 2023-24 

(in percentage) 

Rate of Tax – 

AY 2024-25 

(in percentage) 
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Up to 5,00,000 NIL NIL 

5,00,001 – 10,00,000 20 20 

Above 10,00,000 30 30 

Surcharge rates for Individual/HUF/AOP/BOI/AJP: 

Total Income 

(in Rs.) 

Rate of Surcharge-

AY 2023-24 # 

(in percentage) 

Rate of 

Surcharge - AY 

2024-25 # 

(in percentage) 

Up to 50,00,000 NIL NIL 

50,00,001 – 1,00,00,000  10 10 

1,00,00,001 – 2,00,00,000 15$ 15$ 

2,00,00,001 – 5,00,00,000 

 

25 25 

5,00,00,001 to 10,00,00,000 37 37 

Above 10,00,00,001 37 37 

#However, a marginal relief is available while computation of surcharge. 
 

$Maximum surcharge rate for capital gains covered under section 111A/112/112A 

and for dividend is 15 percent. Further, in the case of AOP, if all the members of the 

AOP are companies, maximum surcharge is 15 percent. 

Health and Education Cess: Health & Education Cess at the rate of 4 

percent is payable on the amount of income tax plus surcharge. 

Rebate under section 87A: Rebate under section 87A is available to the 

extent of total income tax payable or Rs. 12,500 whichever is less. However, 

the rebate is available only if total income does not exceed Rs.5,00,000. 

Further, rebate is available only to resident individual 

New regime under section 115BAC:  

Under the existing section 115BAC, individual/HUF, may claim new regime 

as option. Now, section 115BAC has been made as a default regime for 
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individual/HUF AOP, BOI or AJP. A comparison of change in rate of taxes for 

new regime of taxation is provided below: 

Existing rates under section 115BAC Proposed Rates for section 115BAC 

Total Income 

(in Rs.) 

Rate of Tax 

(in percentage) 

Total Income 

(in Rs. ) 

Rate of Tax  

(in percentage) 

Up to 2,50,000 NIL Up to 3,00,000 NIL 

2,50,001 - 5,00,000 5 3,00,001 - 6,00,000 5 

5,00,001 - 7,50,000 10 6,00,001 - 9,00,000 10 

7,50,001 - 10,00,000 15 9,00,001 - 12,00,000 15 

10,00,001 - 12,50,000 20 12,00,001 - 15,00,000 20 

12,50,001 - 15,00,000 25 Above 15,00,000 30 

Above 15,00,000 30 

For Detailed analysis, please refer Individual Taxation. 
 

Surcharge rates applicable to Individual/HUF (for AY 2023-24) and 

Individual/HUF/AOP/BOI/AJP (for AY 2024-25 onwards): 

Total Income 

(in Rs.) 

Rate of Surcharge -AY 

2023-24 # 

(in percentage) 

Rate of 

Surcharge -AY 

2024-25 # 

(in 

percentage) 

Up to 50,00,000 NIL NIL 

50,00,001 – 1,00,00,000  10 10 

1,00,00,001 – 2,00,00,000 15$ 15$ 

2,00,00,001 – 5,00,00,000 25 25 

Above 5,00,00,001 37 25 

#However, a marginal relief is available while computation of surcharge. 
 

$Maximum surcharge rate for capital gains covered under section 111A/112/112A and 

for dividend is 15 percent. Further, in the case of AOP, if all the members of the AOP 

are companies, maximum surcharge is 15 percent. 
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Health and Education Cess: Health & Education Cess at the rate of 4 

percent is payable on the amount of income tax plus surcharge. 

Rebate under section 87A: Rebate under section 87A is available to the 

extent of total income tax payable or Rs. 25,000 whichever is less. However, 

the rebate is available only if total income does not exceed Rs.7,00,000. 

Further, rebate is available only to resident individual.
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1.62. Rates of tax for Companies – AY 2024-25: 
Condition Rates of 

Tax  

(in 

percentage) 

Rates of 

Tax (MAT) 

(in 

percentage) 

Effective Rates (after Surcharge and Cess) 

Income less than Rs. 1 

Crore 

(in percentage) 

Income exceeding Rs. 1 

Crore but not 

exceeding Rs.10 Crore 

(in percentage) 

Income exceeding Rs. 

10 Crore 

(in percentage) 

Normal MAT Normal MAT Normal MAT 

Turnover/Gross 

Receipts does not 

exceed Rs. 400 Crore for 

FY 2021-22 

25 15 26 15.60 27.82 16.69 29.12 17.47 

Company opted for 

section 115BA 
25 15 26 15.60 27.82 16.69 29.12 17.47 

Company opted for 

section 115BAA 
22 NIL 25.17 NIL 25.17 NIL 25.17 NIL 

Company opted for 

section 115BAB 
15 NIL 17.16 NIL 17.16 NIL 17.16 NIL 

Any other company 30 15 31.2 15.60 33.38 16.69 34.94 17.47 

Foreign Company 40 15 41.60 15.60 42.43 15.91 43.68 16.38 
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Surcharge and Cess - Domestic Company & Companies covered under 

section 115BA: 

Total Income 

(in Rs.) 

Rate of Surcharge 

–         AY 2023-24 # 

(in percentage)  

Rate of Surcharge 

–         AY 2024-25 # 

(in percentage) 

Up to 1,00,00,000 NIL NIL 

1,00,00,001 - 10,00,00,000 7 7 

Above 10,00,00,000 12 12 

# However, a marginal relief is available while computation of surcharge. 

Health and Education Cess: Health & Education Cess at the rate of 4 percent is 

payable on the amount of income tax plus surcharge. 

 

Surcharge and Cess – Foreign Company: 

Total Income 

(in Rs.) 

Rate of Surcharge 

–         AY 2023-24 # 

(in percentage)  

Rate of Surcharge 

–         AY 2024-25 # 

(in percentage) 

Up to 1,00,00,000 NIL NIL 

1,00,00,001 - 10,00,00,000 2 2 

Above 10,00,00,000 5 5 

# Marginal Relief is provided while computation of surcharge. 

Health and Education Cess: Health & Education Cess at the rate of 4 percent is 

payable on the amount of income tax plus surcharge. 

 

Concessional rate of tax for a domestic company: 

A domestic company, instead of paying tax at the normal rates applicable 

i.e., 25 percent and 30 percent, may opt for taxation under the new regime 

of taxation under section 115BAA. The rate of tax provided under section 

115BAA is optional to the company. However, such a company cannot 

claim certain deductions under section 115BAA. 
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Person  Rate of Tax Effective Rate# 

Domestic Company 22 percent 25.17 percent 

However, certain deductions are not available to companies which have opted for 

concessional rate under section 115BAA. Please refer to Appendix B. 

Surcharge: A flat surcharge of 10 percent (irrespective of total income) is applicable 

for companies which have opted for concessional rate under section 115BAA. 

Health and Education Cess: Health & Education Cess at the rate of 4 percent is 

payable on the amount of income tax plus surcharge. 

Concessional rate of tax for a new manufacturing company: 

A new manufacturing company being a domestic company, instead of 

paying tax at the normal rates applicable i.e., 25 percent and 30 percent, 

may opt for taxation under the new regime of taxation under section 

115BAB. The rate of tax provided under section 115BAB is optional to the 

company. However, such a company cannot claim certain deductions 

under section 115BAB. 

Person  Rate of Tax Effective Rate 

New Manufacturing 

Company 

15 percent 17.16 percent 

However, certain deductions are not available to companies which have opted for 

concessional rate under section 115BAB. Please refer to Appendix C. 

Surcharge: A flat surcharge of 10 percent (irrespective of total income) is applicable 

for companies which have opted for concessional rate under section 115BAB. 

Health and Education Cess: Health & Education Cess at the rate of 4 percent is 

payable on the amount of income tax plus surcharge. 

 

1.63. Rates of tax for firm: 

Partnership firm including the LLP: 

Total Income 

(in Rs.) 

Rate of Tax – 

AY 2023-24 

Rate of Tax – 

AY 2024-25 

On Total Income  30 percent 30 percent 
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Surcharge: A flat surcharge of 12 percent is applicable if total income exceeds Rs. 1 

Crore. However, a marginal relief is available while computation of surcharge. 

Health and Education Cess: Health & Education Cess at the rate of 4 percent is 

payable on the amount of income tax plus surcharge. 

 

1.64. Rates of tax for co-operative societies: 

Total Income 

(in Rs.) 

Rate of Tax – 

AY 2023-24 

(in percentage) 

Rate of Tax – 

AY 2024-25 

(in percentage) 

Up to 10,000 10 10 

10,001 – 20,000 20 20 

Above 20,000 30 30 

 

Surcharge and Cess – Co-operative society: 

Total Income 

(in Rs.) 

Rate of Surcharge 

–       AY 2023-24 # 

(in percentage)  

Rate of Surcharge 

–         AY 2024-25 # 

(in percentage) 

Up to 1,00,00,000 NIL NIL 

1,00,00,001 - 10,00,00,000 7 7 

Above 10,00,00,000 12 12 

# However, a marginal relief is available while computation of surcharge. 

Health and Education Cess: Health & Education Cess at the rate of 4 percent is 

payable on the amount of income tax plus surcharge. 

 

Concessional rate of tax for a Co-operative Society: 
 

A co-operative society, instead of paying tax at the normal slab rates 

applicable, may opt for taxation under the new regime of taxation under 

section 115BAD. The rate of tax provided under section 115BAD is optional 

to the co-operative society. However, such a cooperative society cannot 

claim certain deductions under section 115BAD. 
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Person  Rate of Tax Effective Rate 

Co-operative society 22 percent 25.17 percent 

However, certain deductions are not available to cooperative societies which have 

opted for concessional rate under section 115BAD. Please refer to Appendix D. 

Surcharge: A flat surcharge of 10 percent (irrespective of total income) is applicable 

for co-operative societies which have opted for concessional rate under section 

115BAD. 

Health and Education Cess: Health & Education Cess at the rate of 4 percent is 

payable on the amount of income tax plus Surcharge. 

  

Cooperative societies engaged in manufacturing:  
 

A co-operative society being a resident engaged in manufacturing or 

production of an article or thing, instead of paying tax at the normal slab 

rates applicable, may opt for taxation under the new regime of taxation 

under section 115BAE. The rate of tax provided under section 115BAE is 

optional to the co-operative society. However, such a cooperative society 

cannot claim certain deductions under section 115BAE. 

Person  Rate of Tax Effective Rate 

Co-operative society 15 percent 17.16 percent 

However, certain deductions are not available to cooperative societies which have 

opted for concessional rate under section 115BAE. Please refer the analysis on 

section 115BAE - co-operative societies under corporate tax heading. 

Surcharge: A flat surcharge of 10 percent (irrespective of total income) is applicable 

for co-operative societies which have opted for concessional rate under section 

115BAE. 

Health and Education Cess: Health & Education Cess at the rate of 4 percent is 

payable on the amount of income tax plus Surcharge. 
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Appendices 
Appendix A 

Following deductions are not available under the new regime under section 

115BAC (applicable only till AY 2023-24) 

Section 10(5) Leave travel allowance. (‘LTA’) 

Section 10(13A) House rent allowance. (‘HRA’) 

Section 10(14) Special allowance to meet the expenditure to perform 

office duties. 

Section 10(17)  Daily and other allowances to MP/MLA 

Section 10(32)  Rs.1,500 deduction while clubbing the minor income. 

Section 10AA Deduction to SEZ units. 

Section 16 Standard deduction of Rs.50,000 

Entertainment allowance 

Employment tax. 

Section 24(b)  Interest on home loan for a self-occupied property. 

Section 32(1)(iia)  Additional depreciation in respect of new plant and 

machinery. 

Section 32AD Deduction in respect of investment in new plant and 

machinery in notified backward areas. 

Section 33AB Deduction in respect of Tea, Coffee or Rubber 

business. 

Section 33ABA Deduction in respect of deposit in site restoration 

fund. 

Section 35(1)(ii)  Deduction in respect of amount paid to approved 

research association, university, college or institution. 

Section 35(1)(iia) Deduction in respect of amount paid to a company 

which is engaged in research activities. 

Section 35(1)(iii) Deduction in respect of amount paid for social science 

or statistical research. 

Section 35 (2AA)  Deduction in respect of amount paid to national 

laboratory or university or IIT or specified person with 

a specific direction. 
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Section 35AD  Deduction in respect of expenditure on specified 

business. 

Section 35CCC Deduction in respect of expenditure on notified 

agricultural extension project. 

Section 57(iia) Deduction in respect of family pension. 

Chapter VIA – Except 

section 80CCD(2) and 

section 80JJAA* 

Deduction in from section 80A to 80VV - Other than 

the provisions of section 80CCD(2) (Employer’s 

contribution to pension scheme) and section 80JJAA 

(Deduction in respect of employment of new 

employees). 

*80LA - Deduction under section 80LA is allowed if a person has a unit in the 

International Financial Services Centre as referred to in section 80LA(1A). 

Conditions under section 115BAC 

Assessee shall not setoff any loss carried forward or depreciation from any earlier 

assessment year if such loss or depreciation is attributable to any of the deduction 

specified above. 

Assessee shall not setoff any loss under the head "Income from house property" 

with any other head of income 

Procedure to exercise the option under new regime 

Individual/HUF who is 

having income from 

business/profession 

Individual/HUF shall exercise the option for new 

regime by filing a Form 10-IE before the due date 

under section 139(1). 

 

Once the option is exercised in a year, such an option 

is applicable to subsequent years as well and no 

separate Form is required to be submitted again. 

However, individual/HUF may withdraw the option in 

any year but, once the option is withdrawn, such 

person cannot exercise the option again in future. (if 

such person ceases to have income from 

business/profession, he can exercise the option under 

the below clause). 
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Individual/HUF who is not 

having income from 

business/profession. 

Individual/HUF can exercise the option while filing the 

return of income and no separate form is required to 

be filed. Further, individual/HUF may change the 

option every year. 

 

Appendix B 

Following deductions are not available to companies which have opted for 

concessional rate under section 115BAA 

Section 10AA Special deductions for SEZ units. 

Section 32(1)(iia)  Additional depreciation in respect of new plant and 

machinery. 

Section 32AD Deduction in respect of investment in new plant and 

machinery in notified backward areas. 

Section 33AB Deduction in respect of Tea, Coffee or Rubber 

business. 

Section 33ABA Deduction in respect of deposit in site restoration 

fund. 

Section 35(1)(ii)  Deduction in respect of amount paid to approved 

research association, university, college or institution. 

Section 35(1)(iia) Deduction in respect of amount paid to a company 

which is engaged in research activities. 

Section 35(1)(iii) Deduction in respect of amount paid for social science 

or statistical research. 

Section 35(2AA)  Deduction in respect of amount paid to national 

laboratory or university or IIT or specified person with 

a specific direction. 

Section 35(2AB) Deduction in respect of amount spent on scientific 

research in the business of bio-technology or 

manufacturing of any article or thing not specified in 

the list of the 11th Schedule. 

Section 35AD  Deduction in respect of expenditure on specified 

business. 
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Section 35CCC Deduction in respect of expenditure on notified 

agricultural extension project. 

Section 35CCD Deduction in respect of expenditure on skill 

development project. 

Chapter VIA – Except 

section 80M and section 

80JJAA.* 

Deduction in Chapter VI-A - Other than the provisions 

of section 80JJAA (Deduction in respect of 

employment of new employees) and section 80M 

(Deduction in respect of certain intercorporate 

dividend). 

*80LA - Deduction under section 80LA is allowed if a person has a unit in the 

International Financial Services Centre as referred to in section 80LA(1A). 

Conditions under section 115BAA 

Assessee shall not setoff any loss carried forward or depreciation from any earlier 

assessment year if such loss or depreciation is attributable to any of the deduction 

specified above. 

Assessee shall not set off of any loss or allowance for unabsorbed depreciation 

deemed so under section 72A (carry forward and set off of accumulated loss and 

unabsorbed depreciation allowance in the case of amalgamation or demerger), if 

such loss or depreciation is attributable to any of the deductions specified above. 

Where the person fails to satisfy the conditions specified above in any previous year, 

the option shall become invalid in respect of the assessment year relevant to that 

previous year and subsequent assessment years and other provisions of the Act shall 

apply, as if the option had not been exercised for the assessment year relevant to 

that previous year and subsequent assessment years. 

Procedure to exercise the option under new regime 

Filing of Form 10-IC As the provisions of section 115BAA are optional, to 

claim such benefits, assessee shall exercise such 

option by filing the Form 10-IC on or before the due 

date for filing return of income for previous year from 

which assessee has intended to claim benefits of 

section 115BAA which means that the option may be 

exercised from any previous year. However, once the 

option is exercised, same cannot be withdrawn for the 

same or subsequent previous years. 
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Appendix C 

Following deductions are not available to companies which have opted for 

concessional rate under section 115BAB 

Section 10AA Special deductions for SEZ units. 

Section 32(1)(iia)  Additional depreciation in respect of new plant and 

machinery. 

Section 32AD Deduction in respect of investment in new plant and 

machinery in notified backward areas. 

Section 33AB Deduction in respect of Tea, Coffee or Rubber 

business. 

Section 33ABA Deduction in respect of deposit in site restoration 

fund. 

Section 35(1)(ii)  Deduction in respect of amount paid to approved 

research association, university, college or institution. 

Section 35(1)(iia) Deduction in respect of amount paid to a company 

which is engaged in research activities. 

Section 35 (1)(iii) Deduction in respect of amount paid for social science 

or statistical research. 

Section 35(2AA)  Deduction in respect of amount paid to national 

laboratory or university or IIT or specified person with 

a specific direction. 

Section 35(2AB) Deduction in respect of amount spent on scientific 

research in the business of bio-technology or 

manufacturing of any article or thing not specified in 

the list of the 11th Schedule. 

Section 35AD  Deduction in respect of expenditure on specified 

business. 

Section 35CCC Deduction in respect of expenditure on notified 

agricultural extension project. 

Section 35CCD Deduction in respect of expenditure on skill 

development project. 
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Chapter VIA – Except 

section 80JJA and section 

80M. * 

Deduction in Chapter VI-A - Other than the provisions 

of section 80JJAA (Deduction in respect of 

employment of new employees) and section 80M 

(Deduction in respect of certain intercorporate 

dividend). 

*80LA - Deduction under section 80LA is allowed if a person has a unit in the 

International Financial Services Centre as referred to in section 80LA(1A). 

Conditions under section 115BAB 

Company shall be incorporated on or after October 01, 2019 and shall commence 

manufacturing on or before March 31, 2024. 

The company shall not be formed by splitting up, or the reconstruction, of the 

existing business. However, the above restriction is not applicable when such 

business is re-established, reconstructed or revived with in a period of three years 

from the end of previous year in which the circumstances specified under section 

33B has occurred. 

The company shall not acquire/install any machinery or plant which is used for any 

purpose. However, machinery or plant which is used by any other person outside 

India shall not be considered as used machinery or plant if: 

• Such machinery or plant was not used in India up to the date of installation.  

• Such machinery or plant is imported into India from any country outside India.  

• No depreciation is allowed or is allowable under the Act in computing total 

income for any period prior to the date of installation. 

However, assessee is allowed to acquire/install used machinery or plant provided the 

value of which shall not exceed 20% of the total value of machinery or plant 

acquired/installed by the company. 

The company shall not use any building which is previously used as hotel or 

convention centre in respect of which deduction under section 80-ID has been 

claimed and allowed. 

The company shall not engage in any business other than the business of 

manufacturing or production of any article or thing and research in relation to, or 

distribution of, such article or thing manufactured or produced by it. Following 

business shall not be considered as eligible business: 

• Development of computer software in any form or in any media.  

• Mining. 
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• Conversion of marble blocks or similar items into slabs. 

• Bottling of gas into cylinder. 

• Printing of books or production of cinematograph film; or 

• Any other business as may be notified by the Central Government in this 

behalf. 

Assessee shall not set off of any loss or allowance for unabsorbed depreciation 

deemed so under section 72A (carry forward and set off of accumulated loss and 

unabsorbed depreciation allowance in the case of amalgamation or demerger), if 

such loss or depreciation is attributable to any of the deductions specified above. 

Where the person fails to satisfy the conditions specified above in any previous year, 

the option shall become invalid in respect of the assessment year relevant to that 

previous year and subsequent assessment years and other provisions of the Act shall 

apply, as if the option had not been exercised for the assessment year relevant to 

that previous year and subsequent assessment years. 

Procedure to exercise the option under new regime 

Filing of Form 10-ID As the provisions of section 115BAB are optional, to 

claim such benefits, assessee shall exercise such 

option by filing the Form 10-ID on or before the due 

date for filing return of income for previous year from 

which assessee has intended to claim benefits of 

section 115BAB which means that the option may be 

exercised from any previous year. However, once the 

option is exercised, same cannot be withdrawn for the 

same or subsequent previous years. 

 

Appendix D 

Following deductions are not available to cooperative societies which have opted 

for concessional rate under section 115BAD 

Section 10AA Special deductions for SEZ units. 

Section 32(1)(iia)  Additional depreciation in respect of new plant and 

machinery. 
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Section 32AD Deduction in respect of investment in new plant and 

machinery in notified backward areas. 

Section 33AB Deduction in respect of Tea, Coffee or Rubber 

business. 

Section 33ABA Deduction in respect of deposit in site restoration 

fund. 

Section 35(1)(ii)  Deduction in respect of amount paid to approved 

research association, university, college or institution. 

Section 35(1)(iia) Deduction in respect of amount paid to a company 

which is engaged in research activities. 

Section 35(1)(iii) Deduction in respect of amount paid for social science 

or statistical research. 

Section 35(2AA)  Deduction in respect of amount paid to national 

laboratory or university or IIT or specified person with 

a specific direction. 

Section 35AD  Deduction in respect of expenditure on specified 

business. 

Section 35CCC Deduction in respect of expenditure on notified 

agricultural extension project. 

Chapter VIA – Except 

section 80JJAA.* 

Deduction in Chapter VI-A - Other than the provisions 

of section 80JJAA (Deduction in respect of 

employment of new employees). 

*80LA- Deduction under section 80LA is allowed if a person has a unit in the 

International Financial Services Centre as referred to in section 80LA(1A). 

Conditions under section 115BAD 

Assessee shall not setoff any loss carried forward or depreciation from any earlier 

assessment year if such loss or depreciation is attributable to any of the deduction 

specified above. 

Where the person fails to satisfy the conditions specified above in any previous year, 

the option shall become invalid in respect of the assessment year relevant to that 

previous year and subsequent assessment years and other provisions of the Act shall 

apply, as if the option had not been exercised for the assessment year relevant to 

that previous year and subsequent assessment years. 

Procedure to exercise the option under new regime 
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Filing of Form 10-IF As the provisions of section 115BAD are optional, to 

claim such benefits, assessee shall exercise such 

option by filing the Form 10-IF on or before the due 

date for filing return of income for previous year from 

which assessee has intended to claim benefits of 

section 115BAD which means that the option may be 

exercised from any previous year. However, once the 

option is exercised, same cannot be withdrawn for the 

same or subsequent previous years. 
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TDS and TCS rates for the FY 2023-24 

1.65. TDS rates for the FY 2023-24: 

Though there are few changes in the TDS and TCS provisions, for ease of reference, TDS and TCS rates 

under existing provisions of ITA for the FY 2023-24 have been provided below: 

Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

192 

Any person 

being an 

employer 

Any person being 

an employee 

Payment of 

salary 

Basic 

exemption 

limit 

Applicable 

slab rates 

(Refer the 

remarks) 

Tax shall include surcharge 

and cess. 

192A 

Trustees of EPF 

or any person 

authorised to 

make payment 

under the 

scheme 

Any person being 

an employee 

Payment of 

accumulated 

balance of 

Provident fund 

50,000 

10 percent 

(Refer the 

remarks) 

If PAN not available- 20 

percent. 

193 

Any person 

responsible for 

paying interest 

on securities 

Resident 
Interest on 

Securities 

Depends upon 

nature of 

security 

Rates in force 

-10 percent 

Tax shall include surcharge 

and cess. 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

194 

Indian 

Company/Comp

any which has 

made prescribed 

arrangements 

Resident 
Distribution of 

any dividend 
5,000 10 percent 

The payment should be 

made in any mode other 

than cash to avail 

threshold. 

194A 

Any person 

(Refer the 

remarks) 

Resident 

Interest other 

than interest on 

securities 

1.Banks, co-

operative 

banks and post 

office - 

40,000(50,000 

if payee is a 

senior citizen) 

2.Others-5,000 

Rates in force 

– 10 percent 

Individual/HUF is required 

to deduct tax only when 

turnover exceeds Rs. 1Crore 

in the case of business or 

Rs.50Lakhs in the case of 

profession in the preceding 

year. 

Tax shall include surcharge 

and cess. 

194B 

The person 

responsible for 

payment 

Any person 

Winnings from 

lottery or 

crossword 

puzzle, 

gambling/bettin

g 

Aggregate 

limit - 10,000 

Rates in force 

– 30 percent 

Tax shall include surcharge 

and cess. 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

194BA 

The person 

responsible for 

payment 

Any person 

Net winnings 

from online 

games 

 30 percent w.e.f. 01.07.2023 

194BB 

Any person 

being a 

bookmaker 

Any person 
Winnings from 

horse race 

Aggregate 

limit - 10,000 

Rates in force 

– 30 percent 

(Refer the 

remarks) 

Tax shall include surcharge 

and cess. 

194C 

Any person 

responsible for 

payment (Refer 

the remarks) 

 

Resident - 

Individual/HUF 

Payment to 

contractors 

Individual limit 

-30,000/- 

Aggregate limit 

- 1,00,000/- 

1 percent 

Individual/HUF is required 

to deduct tax only when 

turnover exceeds Rs. 1Crore 

in the case of business or 

Rs.50Lakhs in the case of 

profession in the preceding 

year. 

 

Individual/HUF is not 

required to deduct tax 

when such services is 

exclusively for the personal 

purpose of such individual 

or members of HUF. 

Resident -other 

than above 

Payment to 

contractors 

Individual limit 

- 30,000/- 

Aggregate limit 

- 1,00,000/- 

2 percent 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

194D 

Any person 

responsible for 

payment 

Resident 
Insurance 

Commission 
15,000 

Rates in force 

– 5 percent 

Tax shall include surcharge 

and cess. 

194DA 

Any person 

responsible for 

payment 

Resident 

Insurance 

maturity 

proceeds 

1,00,000 5 percent 

 

194E 

The person 

responsible for 

payment 

Non-Resident 

sportsman/associa

tion/Entertainer 

who is not a citizen 

of India 

Income referred 

to in section 

115BBA 

Without any 

limit 
20 percent 

 

194EE 

The person 

responsible for 

payment 

Any person 

(Refer the 

remarks) 

Payment of 

amount lying in 

the deposit 

account under 

National Savings 

Scheme 

2,500 10 percent 

This section is not 

applicable when the payee 

is the heir of the assessee. 

194F 

The person 

responsible for 

payment 

Any person 

covered under 

section 80CCB 

Payment on 

account of 

repurchase of 

units/terminatio

Without any 

limit 
20 percent 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

n of plan by 

Mutual Fund or 

Unit Trust of 

India 

194G 

Any person 

responsible for 

payment 

Any person who is 

stocking/distributi

ng, purchasing or 

selling lottery 

tickets 

Commission on 

sale of lottery 

tickets 

15,000 5 percent 

 

194H 

Any person 

responsible for 

payment (Refer 

the remarks) 

Resident 

Commission 

other than 

insurance 

commission as 

covered under 

section 194D or 

brokerage 

15,000 5 percent 

Individual/HUF is required 

to deduct tax only when 

turnover exceeds Rs. 1Crore 

in the case of business or 

Rs.50Lakhs in the case of 

profession in the preceding 

year. 

194-I 
Any person 

responsible for 
Resident 

Renting of 

plant/machinery

/equipment 

2,40,000 2 percent 

Individual/HUF is required 

to deduct tax only when 

turnover exceeds Rs. 1Crore 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

payment (Refer 

the remarks) 
Resident 

Renting of 

land/building/fur

niture/fittings 

10 percent 

in the case of business or 

Rs.50Lakhs in the case of 

profession in the preceding 

year. 

194-IA 

Any person 

being a 

transferee 

(other than 

person referred 

to in section 

194LA) 

Resident 

transferor 

Transfer of 

immovable 

property (Refer 

the remarks) 

50,00,000 1 percent 

Provisions are not 

applicable in respect of 

transfer of rural agricultural 

land in India. 

Tax shall be deducted on 

consideration or stamp 

duty value whichever is 

higher. TAN is not required. 

194-IB 

Any person 

being an 

individual /HUF 

Resident 

Renting of 

land/building 

other than 

covered under 

section 194-I 

50,000 per 

month or part 

of a month 

5 percent TAN is not required. 

194-IC 

Any person 

responsible for 

payment 

Resident being an 

individual/HUF 

Consideration 

under a JDA 

Without any 

limit 
10 percent 

Tax is not required to 

deduct when consideration 

is paid in kind. 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

194J 

Any person 

responsible for 

payment (Refer 

the remarks) 

Resident 

Fees for 

professional 

services 

30,000 10 percent 

Individual/HUF is required 

to deduct tax only when 

turnover exceeds Rs. 1Crore 

in the case of business or 

Rs.50Lakhs in the case of 

profession. 

 

Individual/HUF is not 

required to deduct tax 

when such services is 

exclusively for the personal 

purpose of such individual 

or members of HUF in the 

preceding year. 

 

If payee is engaged in the 

business of only operation 

of call centre, then the rate 

of tax would be 2 percent 

for all type of payments 

specified under this section. 

Resident 

Fees for 

technical 

services 

30,000 2 percent 

Resident 

Remuneration/fe

es/commission 

to a director 

(other than 

covered under 

section 192) 

Without any 

limit 
10 percent 

Resident Royalty 30,000 2 percent 

Resident 
Non-compete 

fee 
30,000 10 percent 



Direct Tax – TDS and TCS Rates  SBS 

  

76 The Union Budget 2023 - An Analysis 

Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

194K 

Any person 

responsible for 

payment 

Resident 

Income in 

respect of units 

of MF, UTI 

5,000 10 percent 

Tax is not required to be 

deducted if the income is in 

the nature of capital gains. 

194LA 

Any person 

responsible for 

payment 

Resident 

Compensation 

for compulsory 

acquisition of 

immovable 

property (Refer 

the remarks) 

2,50,000 10 percent 

Provisions are not 

applicable in respect of 

transfer of agricultural land 

(rural and urban). 

194LB 

The person 

responsible for 

payment 

Non-resident or a 

foreign company 

Interest on 

infrastructure 

debt fund 

Without any 

limit 
5 percent 

 

194LBA 

Any person 

being a business 

trust 

Resident 

Income 

distributed by a 

business trust 

Without any 

limit 
10 percent 

Tax shall include surcharge 

and cess. 

If SPV has not exercised 

option under section 

115BAA, then no tax to be 

deducted in respect of 

dividend. 

Non-resident or a 

foreign company 

Income 

distributed by a 

Without any 

limit 
5 percent 

Tax shall include surcharge 

and cess. 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

business trust -

Interest from 

SPV 

Income 

distributed by a 

business trust -

Dividend 

Without any 

limit 
10 percent 

Tax shall include surcharge 

and cess. 

 

If SPV has not exercised 

option under section 

115BAA, then no tax to be 

deducted in respect of 

dividend. 

Non-resident or a 

foreign company 

Income by way 

of renting or 

leasing or letting 

out any real 

estate asset 

Without any 

limit 

Rates in force 

– 30 percent 

Tax shall include surcharge 

and cess. 

194LBB 

Any person 

being an 

investment fund 

referred to in 

section 115UB 

Resident Any income 

other than 

proportion of 

business income 

Without any 

limit 
10 percent 

Tax shall include surcharge 

and cess. 
Non-resident 

(Refer the 

remarks) 

Without any 

limit (Refer the 

remarks) 

Rates in force 

– 30 percent 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

194LBC 

Any person 

being a 

securitization 

trust referred to 

in section 

115TCA 

Resident – 

Individual/HUF 
Any income from 

in respect of 

investment in a 

securitization 

trust 

Without any 

limit 

25 percent 

Tax shall include surcharge 

and cess. 

Resident – other 

than above 
30 percent 

Non-resident or a 

foreign company 

Rates in force 

– 30 percent 

194LC 
Indian company 

or Business trust 

Non-resident or a 

foreign company 

Interest in 

respect of loan 

agreement on or 

after 01.07.2012 

but before 

01.07.2023 

Without any 

limit 
5 percent 

These provisions are 

applicable only in respect 

of monies borrowed in 

foreign currency from a 

source outside India. 

Interest in 

respect of issue 

of long term 

infrastructure 

bonds on or after 

01.07.2012 but 

before 

01.10.2014 

Without any 

limit 
5 percent 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

Interest in 

respect of issue 

of any long term 

bonds including 

infrastructure 

bonds on or after 

01.10.2014 but 

before 

01.07.2023 

Without any 

limit 
5 percent 

Interest in 

respect of issue 

of rupee 

denominated 

bond before 

01.07.2023 

Without any 

limit 
5 percent 

Interest in 

respect of long 

term bonds or 

rupee 

denominated 

bond on or after 

Without any 

limit 
4 percent 

These provisions are 

applicable only in respect of 

monies borrowed in foreign 

currency from a source 

outside India. 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

01.04.2020 but 

before 

01.07.2023 

The bonds referred here 

must be listed only on a 

recognized stock exchange 

located in any International 

Financial Services Centre. 

194LD 

Any person 

responsible for 

payment 

Foreign 

institutional 

investor or 

qualified foreign 

investor 

Interest on 

payable on or 

after 01.06.2013 

but before 

01.07.2023 on 

rupee 

denominated 

bonds of an 

Indian company 

or Government 

security 

Without any 

limit 
5 percent 

 

Interest payable 

on or after 

01.04.2020 but 

before 

01.07.2023 on 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

municipal debt 

security 

194M 

Any person 

being an 

individual/HUF 

Resident 

Payment of 

contractual fee/ 

commission (not 

being insurance 

commission)/ 

brokerage/ 

professional fee 

(other than 

covered under 

section 194C, 

194H and section 

194J) 

50,00,000 5 percent TAN is not required. 

194N 

Every person 

being a bank, 

cooperative 

society engaged 

in banking 

business or a 

post office 

Any person - who 

filed returns for 

any of the last 

three years 

Withdrawal of 

cash from bank 
1,00,00,000 2 percent 

 

Rs.3Crore for co-operative 

societies (deductee). 

w.e.f. 01.04.2023. 

Any person - who 

has not filed 

returns for all last 

Withdrawal of 

cash from bank 

20,00,000 

 

 

2 percent if 

the amount 

does not 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

three years & time 

limit to file return 

of income has 

expired 

 

 

 

 

 

exceed 

Rs.1Crore. 

5 percent if 

the amount 

exceeds Rs.1 

Crore 

194O 
E- commerce 

operator 

Resident - E 

commerce 

participant 

Payment for sale 

of 

goods/services 

through 

electronic 

platform 

Without any 

limit (Refer the 

remarks) 

1 percent 

Tax is not required to be 

deducted when payment is 

made to an individual/HUF 

if the aggregate amount 

does not exceed Rs.5 lakhs 

and such person provides 

PAN or Aadhar number to 

the payer.  

Once the tax is deducted 

(even no tax is deducted in 

the above case) under this 

section, no tax shall be 

deductible under other 

provisions (except for 

section 194S). However, the 



Direct Tax – TDS and TCS Rates  SBS 

  

83 The Union Budget 2023 - An Analysis 

Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

said exemption is not 

applicable for income from 

hosting advertisements and 

any other services.  

194P Specified bank 

Resident – 

specified senior 

citizen 

(Refer the 

remarks) 

Payment of 

pension and 

interest by a 

specified bank 

Computation 

of total income 

Income tax on 

total income 

based on 

rates in force 

Specified senior citizen 

means who is of the age of 

75 years or more who is 

having only a pension 

income and interest from 

such specified bank. 

Tax shall include surcharge 

and cess. 

194Q 

Any person 

being a buyer 

(Refer the 

remarks) 

Resident 
Purchase of 

goods 
50,00,000 

0.1 percent 

on amount 

exceeding 

Rs.50Lakhs 

Buyer means whose 

turnover exceeds 

Rs.10Crore during the 

preceding year.  

If tax is already deducted 

under other provisions or 

tax is collected under 

section 206C (other than 

206C(1H), tax is not 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

required to be deducted 

under this section. 

194R 

Any person 

responsible for 

payment (Refer 

the remarks) 

Resident 

Perquisite in 

business/profess

ion (in cash or 

kind) 

20,000 10 percent 

Individual/HUF is required 

to deduct tax only when 

turnover exceeds Rs. 1Crore 

in the case of business or 

Rs.50Lakhs in the case of 

profession in the preceding 

year. 

194S 

Any person 

responsible for 

payment 

Resident 
Payment for 

transfer of VDA 

10,000* 

50,000** 
1 percent 

* If the payer is other than a 

specified person. 

**If the payer is a specified 

person. 

Specified person means 

Individual/HUF whose 

turnover does not exceed 

Rs. 1 Crore in the case of 

business or Rs.50 Lakhs in 

the case of profession in the 

preceding year, or not 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

having any income under 

the head PGBP. 

 

This section prevails over 

section 194O 

TAN is not required. 

195 

Any person 

responsible for 

payment 

Non-resident or a 

foreign company 

Any income 

chargeable to tax 

(other than 

salary, interest 

under section 

194LB/194LC/19

4LD) 

Without any 

limit 

Rates in force 

(Refer the 

remarks) 

Tax shall include surcharge 

and cess. 

196A 

Any person 

responsible for 

payment 

Non-resident or a 

foreign company 

Income in 

respect of units 

of MF (Refer the 

remarks) 

Without any 

limit 

20 percent  

(or rate in 

treaty) 

No deduction of tax on 

income payable in respect 

of units of UTI to a NRI or 

Non-resident HUF, if units 

are acquired from NRE 

account in foreign currency. 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

196B 

The person 

responsible for 

payment 

Offshore fund 

Income in 

respect of units 

referred to in 

section 115AB 

Without any 

limit 
10 percent 

 

196C 

The person 

responsible for 

payment 

Non-resident 

Income by of 

interest/dividend

/ long term 

capital gains in 

respect of 

bonds/GDR 

referred to in 

section 115AC 

Without any 

limit 
10 percent 

 

196D 

The person 

responsible for 

payment 

Foreign 

institutional 

investor 

Income referred 

to in section 

115AD (other 

than interest 

under section 

194LD) 

Without any 

limit 
20 percent 

No tax is to be deducted on 

income in respect of capital 

gains from transfer of 

securities referred in 

section 115AD. 

Specified fund 

Income referred 

to in section 

115AD (other 

Without any 

limit 
10 percent 
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Section 
Deductor Deductee 

Nature of 

Payment 

Threshold (in 

Rs.) 
Rate of TDS 

Remarks 

than interest 

under section 

194LD) 

 

1.66. TCS rates for the FY 2023-24 

Section Nature of transaction 
Threshold (in 

RS.) 
Rate of TCS Remarks 

206C (1) 

Alcoholic Liquor for human 

consumption 

Without any 

limit 

1 percent 

If a buyer being a resident provides a 

declaration to the seller that these 

products would be utilized for the 

purposes of manufacturing, processing 

or producing articles or things or for the 

purpose of generation of power and not 

for trading purpose, then, TCS is not 

required to be collected by the seller. 

Tendu leaves 5 percent 

Timber obtained under a forest lease 2.5 percent 

Timber obtained by any mode other 

than under a forest lease 
2.5 percent 

Any other forest produce not being 

timber or tendu leaves 
2.5 percent 

Scrap 1 percent 

Minerals, being coal or lignite or iron 

ore 
1 percent 

206C(1C) 
Parking lot Without any 

limit 

2 percent  

Toll plaza 2 percent  
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Section Nature of transaction 
Threshold (in 

RS.) 
Rate of TCS Remarks 

Mining and quarrying 2 percent 
Mining does not include mining of 

mineral oil. 

206C(1F) Sale of motor vehicle 10 Lakhs 1 percent  

206C(1G) 

Remittance of amount LRS 7 Lakhs 
5 percent 

(Refer the remarks) 

TCS shall be collected on the amount in 

excess of Rs.7 Lakhs. 

If the amount is remitted out of loan 

obtained from the financial institution 

for the purpose of education, TCS shall 

be collected at 0.50 percent. 

Sale of overseas tour package 
Without any 

limit 

5 percent 

(20 percent w.e.f. 

01.07.2023 other 

than 

medical/education) 

Once the TCS is collected by the seller of 

overseas tour package, AD bank shall not 

collect TCS. 

If the payer is liable to deduct tax at 

source and deducted the same, the 

payee is not required to collect TCS. 

206C(1H) 

Sale of goods other than goods being 

exported, covered under section 

206C(1), 206C(1F) or 206C(1G) 

50 Lakhs 0.1 percent 

The seller is required to collect TCS only 

if the turnover for the preceding year 

exceeds Rs.10 Crore. If buyer is required 

to deduct tax at source and deducted 

such amount, then, TCS is not required. 
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Due dates for filing of Income Tax Returns for the AY 2023-24 

Though there are few changes in the due dates, for ease of reference, due date for filing of return and tax 

audit report for the AY 2023-24 have been provided below: 

Class of Person Conditions 
Due date for filing of 

TAR/Form 3CEB 

Due date for 

filing of ITR 

Company 
If the company is required to file Form 3CEB October 31 November 30 

If the company is not required to file Form 3CEB September 30 October 31 

LLP 

If the LLP is required to file Form 3CEB October 31 November 30 

If the LLP is not required to file Form 3CEB but required to file 

TAR 
September 30 October 31 

If the LLP is not required to file TAR but required to audit under 

the LLP Act, 2008 
N.A. October 31 

Other than above N.A. July 31 

Firm 

If the firm is required to file Form 3CEB October 31 November 30 

If the firm is not required to file Form 3CEB but required to file 

TAR 
September 30 October 31 

If the firm is not required to file TAR N.A. July 31 

Partner of an 

LLP/Firm 

If the firm/LLP is required to file Form 3CEB N.A. November 30 

If the firm/LLP is not required to file Form 3CEB but required to 

file TAR 
N.A. 

October 31 

If the LLP is required, an audit under the LLP Act N.A. October 31 
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Class of Person Conditions 
Due date for filing of 

TAR/Form 3CEB 

Due date for 

filing of ITR 

Other than above N.A. July 31 

Individual /HUF 

If the person is required to file Form 3CEB October 31 November 30 

If the person not required to file Form 3CEB but required to file 

TAR 
September 30 October 31 

Other than above N.A. July 31 

Other Assessee 

If the person required to file Form 3CEB October 31 November 30 

If the person not required to file Form 3CEB but required to file 

TAR 
September 30 October 31 

Other than above N.A. July 31 

Person other 

than a 

company/firm 

If first proviso to section139 (1) is applicable N.A. October 31 



 

  

91 The Union Budget 2023 - An Analysis 

Disclaimer 

The content contained in ‘The Union Budget 2023 - An Analysis by SBS,’ are 

contributed by the respective resource persons and any opinion mentioned 

therein is his/their personal opinion. ‘The Union Budget 2023 - An Analysis 

by SBS’ is intended to be circulated among fellow professionals and clients 

of the Firm, to provide general information on a particular subject or 

subjects and is not an exhaustive treatment of such subject(s). The 

information provided is not for solicitation of any kind of work and the Firm 

does not intend to advertise its services or solicit work through this 

publication. The information is not intended to be relied upon as the sole 

basis for any decision. Before making any decision or taking any action that 

might affect your personal finances or business, you should consult a 

qualified professional adviser.  

SBS AND COMPANY LLP [Firm] does not endorse any of the content/opinion 

contained ‘The Union Budget 2023 - An Analysis by SBS’, and shall not be 

responsible for any loss whatsoever sustained by any person who relies on 

the same. 
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