SOME OF IMPORTANT CHANGES PROPOSED IN 

INCOME TAX VIDE FINANCE BILL 2005

SECTION 22(13)


For the purposes of claiming depreciation on vehicle the maximum ceiling of  Rs. 10,00,000/- has been withdrawn.

SECTION 113 – B TAX ON RETAILER

(1) An individual or AOP dealing in Textile Fabrics, Articles of Apparel, ready made Garments or Fashion ware, Articles of Leather Goods, Footwear, Carpet, Surgical Goods and Sports Goods having turnover of more than 5 Million shall pay final tax at the rate of 1% Income Tax and 2% Sales Tax. This tax will be single stage tax and no credit / Adjustment will be allowed. Further this tax will constitute final tax liability under Income Tax Sales Tax Act. There is no option.

(2) The rate of Tax for a Retailer having Turnover less than 5 Million is 0.75%. No Sales Tax is leviable on Turnover less than 5 Million.

SECTION 114(2A)

The tax payers can now file the Return electronically under his digital signature. The CBR will announce the procedure in due course.

SECTION 115 – PROVISO

Salaries persons having no other source of Income are not required to file “Certificate-in-Lieu of Return” if the employer has furnished the same.

SECTION 120(IA)

The commissioner of Income Tax is empowered to select any case under TOTAL AUDIT.

SECTION 129 – APPEAL

Now the commissioner of Appeal can only confirm, modify or annual the order. He can not SET ASIDE the same for denov Assessment.

SECTION 153 – SMALL COMPANY

The provisions of section 153 (with holding Tax) is not applicable to a “SMALL COMPANY” as a payer.


SECTION 2(59A) 


A small company is a company which fulfils the following conditions: -

(1) It is incorporated on or after 01-07-2005.

(2) Its paid up capital plus undistributed reserve does not exceed twenty-five Million

(3) Its turnover is below two hundred Million.

(4) It is not formed by splitting or reconstitution of business already in existence.

TAX RATE ON INCOME

The Tax Rate of Small Company is 20% no minimum tax @ 0.5% is applicable.

SECTION 153(6A)

The tax with held from the MANUFACTURER will not be final tax and the same shall be adjustable. The amendment has got retrospective effect.

SECTION 231-A: (CASH WITHDRAWAL FROM BANK)

Withholding tax @ 0.10% shall be deducted by every Banking Company on encashment of a cheque where cash withdrawal is more than twenty-five thousand. This tax shall be adjustable.

SECTION 233-B: (PURCHASE OF NEW MOTOR CAR)

The local Manufacturer selling new motor car shall collect advance tax @ 6% of the value of car (Price of motor car) from the purchaser. The tax so deducted shall be adjustable.

FIRST SCHEDULE

RATE OF SALARIES TAX PAYER

For Tax Year 2006 (receiving salary from July 2005) the rate of Tax of Salaries Persons have been changed as under: -


Taxable Salary
       001
to
100,000
NIL





100,001
to
200,000
3.5%





200,001
to
400,000
3,500 + 12%





400,001
to
700,000
27,500 + 25%





700,001 and above

102,500 + 30%


The reduction of Tax as was allowable has been withdrawn.

WIHHOLDING TAX

1) The withholding tax on supply of COTTON @ 1.5% has now been withdrawn.

2) The rate of Tax on “CONTRACT” (Section 153(1)(c) and 153(3)) shall now be 6%.

3) (a)
The rate of Tax of Indenting Commission agents, advertising agents and yarn Dealers is 5% of the amount of Payment.

(b) In other cases 10%

(Insurance Agent Travel Agent, Estate Agent etc.)

RATE OF TAX OF INDIVIDUAL & AOP (OTHER THAN SALARIED PERSON)

There is no change in the Rate of tax of an Individual or AOP deriving Income from Business, Profession, Property or other source.

SECOND SCHEDULE

PERQUISITES OF SALARIED PERSON CLAUSE 53-A SECOND SCHEDULE


Certain perquisites have been exempted.

REDUCED TAX RATE ON IMPORT

Tax rate on Import of fibers, yarns and fabrics excluding Pure Cotton or its yarn or its Fabrics is 1% (Previously it was 6%)

SENIOR CITIZEN ALLOWANCE

The limit of Income is increased from Rs. 3 lacs to 4 lacs.
THIRD SCHEDULE

DEPRECIATION


The rate of depreciation has been changed as under: -


Building 




10%

(old rate 5%)


Furniture & Machinery


15%

(old rate 10%)


Computer Hardware, Printer

30%

(old rate 30%)


Vehicle




15%

(old rate 20%)


Professional Books


15%

(old rate 20%)

GAIN ON SALES OF SHARES


The gain on purchase and sale of shares of public limited company in the hands of Insurance company is now exempt.

WITHHOLDING TAX ON EXPORTS


The rate of Withholding Tax on Exports of;

1) Leather and Textile made-ups

2) Sports Goods.

3) Hand knotted carpet.



Is now 1%

4) Men and Boys over coats Jackets.

5) Women and Girls over coats Jacket


The rate of Withholding Tax on Exports of


1)
Raw Cotton

1.5%


2)
Cotton yarn

1.5%

