CRYPTO CURRENCY FORTHE LAYMAN

Tough to evade taxes on crypto income now

o 1-T dept will gather
third-party data on
it,says Neetu Brahma

B What is crypto
currency?
CRYPTOCURRENCY IS A form of
digital money that exists exclu-
sively online. Unlike traditional
currency(suchasrupeesordollars),
it has no physical form and is not
controlled by any bank or govern-
ment. Instead, it operates on
blockchain technology, which
securely records and verifies all
transactions.

TheI-TaxAct does not explicitly
define cryptocurrency. However, it
includes provisions for taxing Vir-
tual Digital Assets (VDA), which
encompass both cryptocurrencies
and Nen-Fungible Tokens (NFTs).A
VDA refers to any digitally gener-

ated information, code, number,or
token (excluding currency) that is
created using cryptographicmeth-
ods, carries an implied or stated
value, and can be stored, trans-
ferred, or traded electronically.

m How it is taxed

VDAsare taxed at a special rate
under Section 115BBH. A flat tax
of 30% (excluding surcharge and
cess) is levied on income from the
transfer of cryptocurrency. Addi-
tionally, no deductions are
allowed for computing taxable
income, except for the cost of
acquisition.

This section also prohibits the
set-off or carry-forward of losses
incurred in eryptocurrency trans-
actions. Furthermore, as per sec-
tion 194S,a 1% TDS is applicable
on the transfer of eryptocurrency
to a resident. The TDS threshold
varies based on the payer's
income:

Sec 285BAA

WILLREQUIRE
SUBMISSION OF DETAILS
OF TRANSACTIONS
RELATING TO CRYPTO
ASSETSTO I-TDEPT

m For individuals without busi-
ness income or with business
income below %1 crore or profes-
sional income below 50 lakh,
TDS applies onlyif the transaction
value exceeds T30,000.

m For other taxpayers, the
threshold is 10,000.

H What changes now?
The Finance Bill 2025 pro-
poses two amendments for VDA,
First, the definition of VDA is
broadened to include any crypto

asset that serves as adigital repre-
sentation of value and relies on a
cryptographically secured distrib-
uted ledger or a similar technol-
ogy to validate transactions.
While the current VDA definition
isalready broad, this clause explic-
itly addresses crypto assets.
While all erypto assets are consid-
ered VDAs, all VDAs may not be
cryptoassets.

Second,a new Section 285BAA
is proposed, granting authorities
the power to monitor crypto
assets, This means exchanges,
intermediaries, and other desig-
nated entities will report details of
crypto transactions to the I-T
department. This is similar to the
reporting obligations placed on
mutual funds, stock exchanges,
and banks for tax compliance, ,
allowing the department to
gather third-party data on who
holds crypto assets and track
crypto transactions.

B Impact of this

By mandating reporting from
exchanges, intermediaries, and
other prescribed entities, the gov-
ernment will gain access to
detailed third-party data regarding
erypto asset transactions. This will
allow the I-T department to cross-
check and verify the reported
income of taxpayers involved in
cryptotransactions, If the reported
figures do not align with the
income declared by individuals, the
tax authorities will be able to initi-
ate inquiries. This enhanced sur-
veillance system will improve
transparency, making it harder for
individuals to under-report or
evade taxes on crypto income. It
willalso help the government iden-
tify potential tax evasion or non-
compliance,

The writer
Nangia & Co.

is consultant,



Understanding rebate benefits—
and fine print on capital gains tax

Higher tax rebate under the new regime offers relief, but exclusions on capital gains limit overall benefits
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Decoding income type for tax rebate

Taxable mcome up to T12 lakh ks tax free thanks 1o rebate under
section B7-A of the Income Tax Act. but certain income types do

not qualkify for it

Not all income types eligible for tax rebate*
EEgibie for Lax rebate?

Type of income

Salary

Businezs

Others such s FD interest

Exquity MFs (capital gairs)

Shares {capital garn)

Dt MeFs fcapial gaina)'™
Dividends

Rertal mcome

Land or apastment ssle (capital gains)

it syt e or ahr |
i i s

i

Capitai gains to trigger tax iability even it

total income is €12 lakh
Particulars

3000000000

mini

dprt I
er snbunte . e 13 ol om0 acrbor 1 sy LT Ly e gl e

Income from salary
come from house propesty
(rental inctme)®

gain
LTCG o asle of equity shares.
Income from other sources
Savings hark intevest income:
Total income

Suﬂq:ﬂmx_wn

Tax o1 spescal excnme LTCG §10.9%

Iﬂmummﬂﬂ*“”

Totad income tax before rebate
Less: Ta rebate us 874

Met wax sfter rebate

Educatsn cess

wmmhm

e a1 2P st deska e
o By Hrbuck Corsrion (P

§sssiehsnif



Tax-freeincomelimitunder
new regimerises toI12lakh

HOW BUDGET AFFECTS TAXPAYERS

0ld tax system unchanged
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CHANGES IN TAXSLAB
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New tax regime to ease skewed tax burde
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Challenges

2 While the numberaf
income-tax retums filed has
increased, a number offilers
reported limited income.
More than 80 per ent of
individuals reported income
ofless than T10 Fakh a year

2 Sham of middie class
Inincome tax increased
il 2023-24

Takeaways

o Moncome tax is payabie
undelﬂnnewmnimefm
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New tax regime sweetened

Taxpayers under the new regime stand to save even more tax. The biggest boost comes
from 30% income slab increased from 15 lakh to ¥24 lakh

Tax payable
Income Old rates New rates Tax saved (in %)
%9 lakh 40,000 - I 40,000
#11 lakh 65,000 - N 65,000
%13 lakh 21 lakh %75,000 I 25,000
15 lakh 214 lakh $1.05 lakh I 35,000
20 lakh %29 lakh 22 lakh I 90,000
25 lakh ¥44 lakh %33 lakh I 1,10,000
50 lakh* #1309 lakh 11.88 lakh I 1,21,000
1 crore* ¥30.93 lakh ¥29.67 lakh e 1,26,000
5 crore? %201 crore ¥1.99 crore

*surcharge considered; Standard deduction not considered

Source: Nangia Andersen LLP



[ MORE DISPOSABLE INCOME IN HANDS ]

TDS threshold for senior citizens doubled

SARBAJEET KSEN
Gurugram, 1 February

Along with major relief on personal
income tax, Union Finance Minister
Nimala Sitharaman announced sev-
el other changes in direct taxes to
provide relief to the common man.
These inchude changes totax deducted
ar source (TDS) and tax collected at
source (TCS) provisions.,

Relief for seniorcitizens
TheTDS threshold on interest payvourts
for senior citizens has been raised to
U lakh from 50,000, “The increase in
the limit for TDS on interest to1lakh
will ensure greater cash flow in the
hands of senior citizens, providing
them with greater financial cushion,”
says Sandeep Sehgal, partner-tax,
AKMGlobal, ataxand consulting firm.
“Increasing the withholding tax
will leave a larger disposable income
in their hands, rather than them hav-
ing towait for the refund of taxes paid.”
says Manoj Purohit, partner, FS tax, tax
and regulatory services, BDO India
Tax exemption has also been grant-
ed for withdrawals from National
Savings Schemes (NSS) by senior citi-
zens holding old accounts where inter-
est s nolonger pavable. provided with-

¥40,000

drawals are made after August 29,
2024,

TDSchanges forotherresidents
TheTDS threshold on interest payouts
for other resident individuals has also
been increased to 30000 from
240,000, The TDS threshold on divi-
dends from mutual funds has been
increased to 20,000 from 5,000,
These changes will put more money
in the bands of small investors,
“Simplifying and rationalising
TOS/TCS provisions has been a long-
standing demand. The proposal to
increase thresholds for the anolicabil-

KEY TWEAKS

®mTDS threshold on interest payouts for other
residentindividuals increased to ¥50,000 from

W TDS threshold an dividends paid by mutual
fund schemes raised to ¥10,000 from ¥5,000

W TGS limitfor overseas remittances under
Liberalised Remittance Scheme increased to
%10 lakh from ¥7 lakh.

®TCS removed for remittances madefurfore#gn
educational purposes if remittance is funded by
loan from specified finandalinstitution

Ity of various TDS provisions is a wel-
come relief, though | feel thar the
thresholds should have been raised
evenmore, sws\ﬁs!lwlﬂarum.m
ner, Nangin Andersen LLP,

Easing burden on remittances
The TCS limit for remittances under
the Reserve Bank of India’s
Liberalised Remittance Scheme (LRS)
has been mised to 80 lakh from &7
lakh. TCS has also been removed for
remittances made for foreign educa-
ton if funded by loans from specified
financial institutions.

*The raising of the TCS limit for

LES wransactions from ¥ lakh to 10
lakh aims to lighten the compliance
burden for taxpayers. Moreover, by
removing TCS on remittances foredu-
cation purposes funded through loans
from specified financial institutions,
thegovernment isoffering substantial
relief to students and their families,”
says Avnish Arora, executive director,
direct tax, Forvis Mazars in India.
“Under LRS, the TCS rate for edu-
cationand medical purposes is already
lower at 5 per cent compared to 20 per
cent for other purposes. However,
remittances funded through educa-
tion loans atracted a 0.5 per cent TCS,
which has now been abolished. This
will certainly provide relief to people
studying abroad,” says Sehgal.

Extended timeline forupdated
retums

Taxpayers can now file updated
retumns for four years, instead of the
previots two,

The FM also clarified that with-
drawals from NPS Vatsalya will be
gmnted the same tax exemptions as
those from the National Pension
System (NPS). Contributions to NPS
Vatsalya are also eligible for deduc-
tions under Section SOCCD(1R), align-
ing it with standard NPSaco~———



TCS threshold
on remittances

rises to T10 lakh

DC CORRESPONDENT
HYDERABAD, FEB. 1

Providing relief to non-
resident Indians, finance
minister Nirmala Sithar-
aman on Saturday propo-
sed increasing the thresh-
old for tax collected at
source (TCS) on remit-
tances under the RBI's
Liberalised Remittance
Scheme (LRS) from 7
lakh to 210 lakh.

Sitharaman announced
the removal of TCS on
remittances for education
purposes when funded
through a loan from a
specified financial insti-
tution.

She also introduced a
presumptive taxation
regime for non-residents
providing services to resi-
dent companies establish-
ing or operating electron-
ics manufacturing facili-
ties.

The minister also pro-
posed a safe harbour pro-
vision to ensure tax cer-
tainty for non-residents
storing components for
supply to specified elec-
tronics manufacturing
units.

Commenting on the
relief measures for non-
residents, Vishwas
Panjiar, partner  at
Nangia Andersen LLP

Tax on NRls

TV

.

» She introduced a
presumptive taxation
regime for NRIs pro-
viding services to
resident companies
establishing or oper-
ating electronics

explained that TCS serves
as a mechanism for early
tax collection by shifting
the burden from the
income earner to the
payer.

Over time, however, TCS
and TDS obligations have
become complex and bur-
densome, increasing com-
pliance costs and expos:
ing businesses to penal-
ties for delays or errors.
This, in turn, ties up
working capital and hin-
ders growth.The industry
has long advocated for
simplifying and rational-
ising TDS/TCS provi-
sions.



