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ITR Forms for AY 2021-22 - The Obvious Next Steps
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The Central Board of Direct Taxation (CBDT) has notified new income tax return forms
ITR-1 to ITR-7 for the assessment year 2021-22 vide Notification No. 21/2021, dated
31-03-2021. The Ministry of Finance in its press release dated 01% April 2021 has clearly
stated that ‘Keeping in view the ongoing crisis due to COVID pandemic and to facilitate the
taxpayers, no significant change have been made to the ITR Forms in comparison to the
last year’s ITR Forms. Only the bare minimum changes ( mainly on account of
amendments made by the Finance Act, 2020 to the Income-tax Act), necessitated
due to amendments in the Income-tax Act, 1961 have been made.” The certain disclosure
requirements not applicable in current year are removed. The major changes as are made
in ITR Forms are discussed in subsequent paras.

2 Major Changes in ITR-1 or its Applicability ( (Sahaj) is a simpler form which
serves the majority of the small and medium taxpayers. Sahaj can be filed by an
Individual who has an income up to 50 lakh and who receives the income from
salary, one house property / other sources)

¢ Not for an individual who is either Director in a company or has invested in unlisted
equity shares
¢ Not applicable when Tax has been deducted u/s 194N

Section 194N of the Act was introduced vide Finance (No 2) Act 2019 which mandates tax
withholding on cash withdrawal above the threshold subject to prescribed conditions. The
Finance act, 2020, amended with section.194N with an intention of curb black money and
track the persons those having huge cash withdrawal from bank and not filed their return of
income as per the requirement under income tax act.

Rule 12 of the Income-tax Rules, 1962 was amended to restrict an assessee, in whose
case tax has been deducted under section 194N, from furnishing return of income in ITR-1.
In line with this, ITR-1 cannot be filed by assessee in whose case tax has been
deducted u/s 194N.
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If Tax has been deducted u/s 194N, assessee can file ITR-2, 3 or 4 as applicable in his
case.

e Not Applicable if income-tax is deferred on ESOP

The Finance Act, 2020 has made amendment to various provisions of the Act to defer the
collection of tax on perquisites value of ESOP allotted by an eligible start-up referred under
Section 80-1AC.

Rule 12 of the Income-tax Rules, 1962 was amended to give effect to above amendment
whereby assessee in whose cases, payment or deduction of Tax is in respect of such ESOP,
is not eligible to file ITR 1. In line with this, ITR-1 cannot be filed by assessee in
whose case tax is deferred on ESOP. ( Even in such cases, assessee cannot file
ITR-4)

e From A.Y. 2021-22, individual/HUF can opt for taxation regime as per new provisions
of section 115BAC of the Act, hence assessee is required to provide as to whether he
has computed income tax liability as per such section or not. ( The Assessee is
required to file Form 10-IE simultaneously if computes tax as per section
115BAC)(Similar Option also provided in ITR-2 to 4)

¢ Assessee is required to provide dividend break up(quarterly) so as to compute
proper interest u/s 234C of the Act.

3 Major Changes in ITR-2 or its Applicability

e The Assessee is required to report deduction of interest expenditure claimed against
Dividend Income as per provisions of section 57 of the Act. ( Similar reporting is also
required in other ITR, except ITR -1)

¢ Disclosure relating to taxation of ESOP in specialised case:

If an Employee of Eligible Start up has received ESOPsand taxability on same has been
deferred, he is required to make specific disclosure of tax deferred in PART B TTI”
Computation of Tax liability of total income” as under: ( Similar option is provided in ITR -3)
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It is pertinent to note that section 192, 140A, 191 and 156 of the Act are suitable amended

by Finance Act, 2020. However, Section 17(2) of the Act is not amended hence tax is
required to be computed in the year in which shares are allotted but tax shall be paid in

subsequent years.

e Disclosure regarding claim of TDS u/s 194N
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TDS u/s 194N of the Act has no correlation with income of tax payer.
Considering these facts, there is no option to carry forward such TDS in ITR. (_Similar

rovided in ITR 3 onwards

¢ Disclosure relating to Margin Relief ( Applicable in ITR- 3 & 5)
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¢ In Schedule OS “ Income from other sources” , assessee is required to disclose
interest income received in section 194LC chargeable u/s 115A(1)(a)(iiaa). As TDS is
deducted either @ 4% or 5% as provided in Section, both income is required be
disclosed separately. ( Similar requirement is provided in ITR 3,5, 6 & 7)
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e There is no need to bifurcate loss between pass through losses and normal losses (

4

above)

Applicable even in ITR 3 to 6)

Major Changes in ITR-3 or its Applicability (Other than referred herein

Changes in Tax Audit Limit
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The Threshold limit to get books of account audited u/s 44AB has been increased to Rs 10
crore if assessee’s aggregate of all receipts/payments in cash during the preceding year

does not exceed 5% of such receipts/payments, necessary modifications are made in ITR. (
Similar modification is made in ITR-6)

* As per Section 194M Any person, being an individual or a Hindu undivided family
(other than those who are required to deduct income-tax as per the provisions of
section 194C, section 194H or section 194J) responsible for paying any sum to any
resident for carrying out any work (including supply of labour for carrying out any
work) in pursuance of a contract, by way of commission (not being insurance
commission referred to in section 194D) or brokerage or by way of fees for
professional services during the financial year, shall, deduct an amount equal to five
per cent of such sum as income-tax thereon as mentioned in section.

As per Rule 31, certificate for tax deducted under above section is required to be issued in
Form 16D and considering the same, ITR requires assessee to provide details of TDS as
per certificate issued by deductor. ( Similar amendment from ITR 4 onwards)

e Schedule 5A “ Information regarding Information of income between Spouses
governed by Portuguesa Civil Code” has been amended which also require details
relating books of account of spouse is audited u/s 44AB /92E etc.
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Amendment to Schedule of Depreciation (ITR 5 is also modified)

Downloaded by nds@gkcco.com at 06/04/21 06:16pm



% taxsutra

taxsutra All rights reserved

Depreciation sn Mlant and Machinery (Other than assets om which Ml capital expenditure is albowable as dedoction omder
any siber seollom)

1 [Blosck of asxets Plant and machimery
T |Raite (%) 15 ET A 15
(b {ih [LE1H] [iv

Writien dewn valee am the first day of

revimlE vear
I i ‘arder fon 11 SHAL

v Pl justed Wrlien Seswm vabas ai the Brel day
wlaiin v 1.'|-+-|.‘l_.l
4 [agdditiens for & period of 180 days or
W e in il prevines yiar

5 W ensiderntion or ather realizatinn
wring the previous vear out of 3k or 4
& Lvmamni an which deprociation at full
raie i be allowed (Sh+ 4 -5) fenner 0
e W A T

Addiditbonz Tor & perfod of less cham 181
ays in The previous vear

‘wnsideration or siber realizations
liwring the vedr oml of 7

Yol mmiaEnd of whieh deprociatien an haell
b T b allowed | T-H) femier & 4 resnl
¥ negarnvel

-8

ST ARD MACHINERY
=

Once tax payer is opting for Section 115BAC (special regime to individual/HUF) or
Section 115BAD ( Special regime to Co-operative societies), cannot carry forward
unabsorbed depreciation relating to additional depreciation and is not entitled to further
deduction of additional depreciation. However, such assessee, as provided in section can
increase WDV of asset by way of unabsorbed depreciation and to incorporate such
changes, necessary modification is made in above schedule of depreciation.

* Necessary maodification in Schedule of unabsorbed depreciation

The necessary modification is also made in below mentioned schedule:

m Unabsorbed depreciation and sllowance under section 354
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¢ Similar amendment to carried forward losses
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Once assessee is opting for tax regime provided in Section 115BAC or 115BAD, he/it
cannot carry forward losses on account of various exemption/deductions as specified in
such section hence necessary modifications are made in Schedule of Carry forward losses.

4 No major modifications are made in ITR-4 (except as stated herein above).
5 Major Changes in ITR-5 or its Applicability (Other than referred herein
above)

e From A.Y. 2021-22, Co-operative society can opt for special taxation regime as per
new provisions of section 115BAD of the Act, hence assessee is required to provide
as to whether he has computed income tax liability as per such section or not. ( The
Assessee is required to file Form 10-IF simultaneously if computes tax as per section
115BAD

e From current year, there is no requirement for reporting income from Life Insurance
Company separately(u/s 115B) ( Applicable even in ITR 6)

e Deduction u/s 80P

While claiming deduction, assessee is required to mentioned “nature of business code”
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e Deduction u/s 80M (_ Separate claim to be made)
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Conclusion

As CBDT has already notified prescribed ITR on 31% March 2021 along with introduction of
JSON utility (offline utility for ITR 1 and 4 already available), and other ITRs will be added in
the subsequent releases, assessee would be easily able to file timely returns.
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