@ I-T NOTICE OVER TAX REBATE

Early bird ITR
filer in the dock

July tweak in tax
filing utility behind
Section 87A fiasco

&
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IH RECEMT DhAY'S, a surge of Lax
it ration orders has talken many
tasepuryers who filed Useir ineoime
tax returns ([TR) before July 5,

Update in tax filing utility
Iax July 2024, the I-T depart-
iment updated the tas filing util-
ity b exclucde all special income
from the rebate caleulation under
Section BTA keally, only Lax on
LTCG should have bess excisded.
Thesuddenexclusion of all spocial
tale incodnes not only rassd eon-
cerns about the consistency ancd
transparency of the wtility's
upidabes bt also called inkogues-
tion the begality and aceuracy of
the uiility's implementation in
aceordancewith tle v,

Sifsce the rebate under Section
BT Adsautomaticalbycaloulated by
the ITR utility, taxpayvers had no
claoiee but Lo rely on the system-
generaled computation. As a

2024, by surprise. These notices,  result, many fled their returns
Baved by the Income Tax (I-T)  based on this stomated caloils-
department, primarily targe!  thon Howewer, individuals who
individualswhobelieved theylad  had filed their returns using the
accurately calovilated tse rebate  previous version of the wtility,
and filed their ITTRs exdudingonly ITOG
correctly Theconfy-  Since the rebate oy pobge caleu-
gion stems fromoan  Under Section BFA  Lagion under Section
update tothe ITREAL- is automatically BT, ape AOW recEiv-
ing wtility which  ealeulated by the  ingdemand notices.
altered the way the 5
mebuste e Section “‘HWE Way forward
BT hisapplied. w‘ o Many Laxpayers
. - choice but to are  questioning
What is Section rely on the whether the depart -
B7AT system-generated  ment's approach of
Section  BTA computation excluding all spe-
offers a rebate on gy cial-rated  inecome
icarme Lay for indi- from the rebate cal-

widual taxpayers whose total
income falls below a spacified
threshald. Under the ald tax
regime, the maximm rebate i
712,500, effectively eliminating
it liability for incomes up to T5
lakh. In contrast, the new tax
regine mises the income thresh-
ald to T7 lakh, with the rebate
cappedat T25 000

However, Usere i key cecep-
tion vinder the Income Tax Act,
wherein long-term capital gains
(LTOG) tax is excluded from the
Saction STArebats A por Section
1124 if total income inclhodes
LTCGs, the rebate is calculated
afterdediscting thie tax payable on
those gaing. This exception
applies solely ta LTCGS, while
other types of special income—
stich asshont-tenm capital gainsor
otterywing —arecorsklened
swilsein caleuilating the rebate.

culation is legally correct or
taerely & techaical gliteh in tse
upukated utility. Since the notices

are ag rated, they appear
to have been triggered by the
incorrect bogic applied in the 2ys-

tesr. With around 20% of bndi-
widual returns are for a total
incrame below 17 Lukh, the notices
aresignificant in nunsber.

Since these notices are pri-
rrarily the pecilt of & techical
ghitch, the I-T depantment should
issue a clarification. Tdeally, it
shvenal o wiit bibrna pese et ices o
acase-by-cate hasis as these are
placing undue pressure on tax-
sl Bled thedr pelisms oo -
rectly and in good faith. We hope
thedepartment takes swiftaction
b resrbve e issue.
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