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About Us

Rajput Jain & Associates, Chartered
Accountants, is one of the leading
providers of financial and business
advisory, internal audit, statutory audit,
corporate governance, & international
taxation and regulatory services. With a
global approach to service delivery, we
are responds to clients' complex business
challenges with a broad range of services

across industry sectors and national
boundaries. The Firm has been set up by
a group of energetic, open minded, highly
skilled and motivated professionals who
have gained experience from top
consulting companies and are extensively
experienced in their chosen fields has
providing a wide array of Accounting,
Auditing, Assurance, Risk, Taxation, &
Business advisory services to various
clients & their stake holders. We have
been associated with various national &
International recognized associations in
the field of our profession; Association of
International tax consultants (AITC) is one
of them.
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TAXATION UNDER SEC-115BAA &
115BAB

CORPORATE [AX
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SECTION 115BAA

Under this section, newly set up manufacturing companies are provided with a
concessional rate of tax. The tax rate is as follows -

1. The annual income is subject to a tax @ 22%. In Addition to this, a
surcharge of 10 % and cess of 4 % is also levied, thus making the effective
tax rate @ 25.168%. This rate does not consider the amount of income
earned. It is a flat rate.

2. Also, the provisions of MAT are not applicable on such entities i.e., they
would not compulsorily pay tax under MAT and then avail credit in
further assessment years.

ELIGIBLE ENTITIES

1. Such a tax rate is applicable with effect from financial year 2019-20.
2. The entities eligible to pay tax under this scheme are domestic companies and
exclude foreign companies, LLP and partnership firms.
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SECTION 115BAB

A domestic company incorporated on and after 1st October, 2019 is eligible to claim a
lower tax rate of 15% + 10% surcharge and 4% cess which effectively comes out to be
17.16%.

CONDITIONS

1. The company seeking such benefit shall be a domestic company and shall
exclude any foreign company, LLP and partnership firms.

2. The domestic company shall have been incorporated on or after 1st October,
2019.

3. The company must be in business of manufacturing or production of an
article or thing, and the same shall commence on or before 31st March, 2023.

4. The company must not be incorporated by means of splitting up or re-
construction of a business already in existence.

5. They shall not use any type of second-hand machinery (except imported
second-hand machinery) whose total value does not exceed 20% of the value
of the total Plant & Machinery used by the company.

6. The company shall not be in receipt of any building which was previously
used as a Hotel or Convention Centre and for which a deduction under
Section 80ID has been allowed.

7. The company be in the business of any of the following activities -

Manufacturing or production of any article.
Research and development in relation to such manufacturing or
production activity.

e Business of providing means for distribution of such articles or things
manufactured or produced by it.

RESTRICTIONS

The company requiring payment of tax under section 115BAB, are restricted from
claiming certain deductions/ exemptions under the Income Tax Act, 1961. These are
as follows -

1. The company shall not claim the tax holiday for units in Special Economic
Zones (Section 10AA)

Shall not claim additional depreciation on newly purchased assets u/s 32(iia).
No deduction is claimed for investments u/s 32AD.

No benefit be claimed u/s 33AB or 33ABA.

No deduction be made in respect of R&D allowance u/s 35(1), (2AA) (ii)(iii)
Disallowance for deductions u/s 35AD, 35CCC or 35CCD

ANl
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7. Disallowance for deductions under Chapter VIA section 80JJAA of the Income
Tax Act,1961.

AMENDMENT TO SECTION 115]B

The government made some amendments to section 115]B and reduced the tax rate
levied under section 115BAB. Therefore, from AY 2020-2021, the rate of tax u/s 115]JB
will be 15% instead of 18.5%. Additionally, surcharge @10% and cess @4% will also
be charged on such a tax rate. Thus, the effective rate comes out to be 17.16%.

However, the domestic companies shall be ineligible to pay tax under section 115JB,
if -

1. The company is in receipt of any income accruing or arising to a company
from life insurance business u/s 115B
2. The company has exercised the option referred u/s 115BAA or 115BAB.

PROVISIONS UNDER FINANCE BILL 2020

1. Concessional tax rate provided under section 115BAB shall be effective from
1st October, 2019.

2. As per the notification of CBDT, dated 12.02.2020, Form no. 10-ID needs to be
submitted by the company requiring to pay tax under section 115BAB and
shall authorize the same, electronically under digital signature or electronic
verification code. The form needs to be signed and filled by a proper officer of
a company on behalf of the company.

3. A company shall be ineligible to subsequently withdraw their consent, to pay
tax at a concessional tax rate under section 115BAA of the Income Tax
Act,1961,

4. In case the company violates any of the conditions prescribed for paying tax
at concessional rate, they shall be excluded from such benefit and would
result in permanent opting out i.e., they would never ever again be able to
reap the benefit under section 115BAA.

SUMMARIZED SCHEME OF CONCESSIONAL TAX

EFFECTIVE

DATE AY.2017-18 AY.2020-21 AY.2020-21 -

ELIGIBLE ALL DOMESTIC ALL DOMESTIC ALL DOMESTIC ALL DOMESTIC
ENTITIES COMPANIES COMPANIES COMPANIES COMPANIES
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Accordingly, the tax audit report (Form 3CD), transfer pricing report (Form 3CEB),
and income tax return Form ITR-6 (applicable to companies) needs to be amended as
well. Thus, these reports are required to include, where any company applies for
paying tax under section 115BA, 115BAA, or 115BAB. These include:

1. FORMS 3CD AND ITR-6 - as per the amendment made, these forms need
to include information relating to adjustments made to WDV, brought
forward losses, and unabsorbed depreciation under section 115BAA.

FORM 3CEB - under thls form, the amendment prov1des for 1nc1ud1ng the
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