
Submission	to	the	Honorable	PMO

Submissions	for	the	Amendment	in
the	Income	Tax	Act



Integrated	Association	of	Micro,	Small	&	Medium	
Enterprises	of	India

www.iamsmeofindia.com
Plot	No.	66,	Sector	27A,	Faridabad- 121003,	Haryana,	India

E-mail:	info@iamsmeofindia.com
+91-9711123111	(Executive	Secretary)	

Rajiv	Chawla
Chairman,	

IamSMEofIndia

Sangeet	Kr	Gupta
Hony.	Consultant,	
IamSMEofIndia



Preface
1. Section 80JJAA has a wonderful

bonanza for the “Make in India”
initiative.

2. If the requested small changes are
done. It will benefit the Make in India
Business even more

3. Currently country might suffer due to
small english words used/not used in
the section



1	page	Executive	summary

1. The Rs 25000 limit is good today,
but will become a farce after 5 or 10
years. So, please link it to Cost
inflation Index

2. Currently intention to cover all
forms of employment opportunities,
but, some words like hospitals or
“professionals” are excluded in the
legal English used



Now in Detail



The	Budget	2016	to	2018,	each	has	
now,	made	it	“profitable”	to	Hire	More	

Employees.



Our	association	is	educating	the	businesses,	that	
they	can	Employ	More	people:	And	Get	30%	

Extra	Deduction	
• If you hire, additional employees,
You get the EXTRA Deduction in
Income Tax. Section 80JJA

• If you pay Extra Wages : Rs 1
Crores, you get extra Deduction :
30 Lakhs extra for next 3 years.

• Manufacturing of course,
• Service sector too, Trader as well,
CA also, Software also, anybody…



Example	1

• New	company	formed	in	April	2016.
• Employed	its	first	1st to	20th person	in	FY	16-17
• Salary	per	worker	=	Rs 12500,	for	12	months.
• Salary paid to these new workers : Rs 30 lakh in
the whole year ( 20 men x 12500 x 12 months )

• So,	he	will	get	80JJAA	deduction	as	follows
– for	FY	16-17	=		9	lakhs	as	extra	deduction
– for	FY	17-18	=		9	lakhs	as	extra	deduction
– for	FY	18-19	=		9	lakhs	as	extra	deduction



Example	2
• Case	of	an	Old	existing	company	formed	in	1995
• Employed	100	persons	as	on	31.3.2016
• Employed	120	persons	as	on	31.3.2017
• No	of	the	additional	workers	=	20	
• Salary	per	worker	=	Rs 12500,	for	12	months.
• Salary paid to these new workers : Rs 30 lakh in the
whole year ( 20 men x 12500 x 12 months )

• So,	he	will	get	80JJAA	deduction	as	follows
– for	FY	16-17	=		9	lakhs	as	extra	deduction
– for	FY	17-18	=		9	lakhs	as	extra	deduction
– for	FY	18-19	=		9	lakhs	as	extra	deduction



Example	3
• Same	company,	
• Employed	100	persons	as	on	31.3.2016
• Employed	120	persons	as	on	31.3.2017
• Employed	135	persons	as	on	31.3.2018
• No	of	the	additional	workers	=	15	in	FY	17-18	
• Salary	per	worker	=	Rs 12500,	for	12	months.
• Salary	paid	to	these	new	workers	:	Rs 22.50	lakh	in	the	
whole	year		(	20	men	x	12500	x	12	months	)

• So,	he	will	get	80JJAA	deduction	as	follows
– for	FY	16-17	=		9	lakhs
– for	FY	17-18	=		9	lakhs	+	6.75	lakhs	=	Rs 15.75	Lakhs
– for	FY	18-19	=		9	lakhs	+	6.75	lakhs	=	Rs 15.75	Lakhs



And	the	Benefit	is	?



Law	says…	Section	80JJAA
• (1) Where the gross total income of an assessee
to whom section 44AB applies, includes any
profits and gains derived from business, there
shall, subject to the conditions specified in sub-
section (2),

• be allowed a deduction of an amount equal to
thirty per cent. of additional employee cost
incurred in the course of such business in the
previous year,

• for three assessment years including the
assessment year relevant to the previous year in
which such employment is provided.



Who	is	eligible	?

• Available,	if	You	are	covered	in	
Tax	Audit
– Any	Business,	with	Turnover	
over	Rs 1	crore

– Any	Professional,	with	Turnover	
over	Rs 50	Lakhs

• Your	nature	of	Business
– Manufacturing,	=	Allowed	
– Trading,	=	Allowed	
– Any	Service	=	Allowed	
– Any	other	business	=	Allowed	



Problem	no	1



First	Problem	and	Submission

• Section 80JJAA (2) Explanation (ii) "additional
employee" means an employee who has been
employed during the previous year and whose
employment has the effect of increasing the total
number of employees employed by the employer as on
the last day of the preceding year, but does not
include,—

• (a) an employee whose total emoluments are more
than twenty-five thousand rupees per month;

•



Topic	number	1	:	Rs 25000	ceiling
• Topic	:	if	any	employee	has	

a	salary	over	Rs 25000	per	
month,	he/she	is	to	be	
excluded	for	this	
calculation.

• Submission
• This	is	good	thought,	but	

this	Rs 25000	all	in	cost	is	
already	at	the	margin.

• The	Minimum	wages	
currently	are	expected	to	
rise	to	18000	in	New	Delhi	
soon	as	per	local	
government	bill

• Add	to	this	the	Bonus	
@20%	of	minimum	wage	=	
3600.	Plus	DA,	CCA,	
Conveyance…	it	touches	Rs
25000	within	2	years.



Source	:	See	the	Google	search



Minimum	wages	might	rise	by	50%	
soon,	in	some	states



Reason	for	concern

• The Local Delhi government’s proposal is to raise
the minimum wage of an unskilled person from
Rs 9,568 to Rs 14,052. Besides, wages for semi-
skilled and skilled people will increase from Rs
10,582 to Rs 15,471 and from Rs 11,622 to
17,033.

• Source :
• http://www.hindustantimes.com/delhi/aap-govt-to-
raise-minimum-wages-by-50-for-delhi-s-
workforce/story-7NWxukc3tOl67NeX53S99O.html



Effect	of	Minimum	Wages	on	this	
80JJAA

• Minimum	wages	say	Rs 17033	p.m.
• Add	DA
• Add	CCA
• Add	HRA	@40%
• Add	Education	Allowance
• Add	Conveyance	Allowance	@1600pm
• Add	Payment	of	Bonus	Act	Bonus	@20%	of	
minimum	wage	=	3600.	pm

• it	touches	Rs 25000	immediately	or	Maximum	
within	2	years.



Our Suggestion : 
Simply Link this Rs 25000 ceiling to Cost inflation 

Index… same as for Capital Gains section



This	will	be	a	permanent	solution

• So, this section will not
need increase in this
limit year to year.

• You may keep this at
25000 for FY 16-17.

• And year on year, same
proportion of increase
as in the CII ( Cost
Inflation Index )

• This will be Fair to all.



Exact	Proposal	of	our	Association

Kindly	add	a	sentence	and	1	example	at	the	end	of	
this	section.

• “That the limit of Rs 25000 mentioned in this
section shall be increased year to year in the
proportion of the Cost Inflation Index declared by
the Government u/s Section 48 Explaination (v)
and taking the base year as Financial 2016-17.”

• For Example : if Index for FY 16-17 is 1125, and
Index for FY 17-18 is 1200, then the limit of Rs
25000 shall be automatically enhanced to 25000
x (1200/1125) = Rs 26667 p.m.



Problem	no	2



Third	Problem	and	Submission

• 80JJAA. (1) Where the gross total income of an
assessee to whom section 44AB applies, includes any
profits and gains derived from business, there
shall, subject to the conditions specified in sub-section
(2), be allowed a deduction of an amount equal to
thirty per cent of additional employee cost incurred in
the course of such business in the previous year, for
three assessment years including the assessment year
relevant to the previous year in which such
employment is provided.



The	Word	“Business”…	vs Profession

• Topic : On one hand, we are
saying that this section is
now available to all.
Whether it is manufacture
or service or trading…

• But, in legal language the
word used is “Business”.

• And Profession is not
included ???

• Today services sector is 56%
of economy and most of it is
“profession”

• Income tax has distinction
in business and profession

• Submission
• This is a minor framing

oversight apparently.
• If	not	rectified	immediately.
• But, it is leading to

strenuous tax conditions for
the employer

• It will lead to wrong
erroronous assessments

• And it may lead to
harassment by the hands of
(some) unscrupulous
officers



Example	

• Tax audit limits are separate for “Business”
and “Profession”. 50 lakhs vs 2 crores

• 44AD is for business, and 44ADA is for
professional.

• Income tax Forms treat them separately.



Implications

• The words used in the section can be wrongly
used against the innocent tax payers to say
that
– All Hospitals : 80JJAA benefit is not available
– All CA/CS/ICWA : 80JJAA benefit is not available
– All Software professionals: not available
– All Architects : 80JJAA benefit is not available

• But was this the intention of the law ?
• Intention was to increase jobs.



Our	Submission
• Currently this is the sad meaning of the law
• It means, almost 50% of the businesses in
India, who have TDS u/s 194J ( TDS
professional) might be out of Section 80JJAA
benefit

• So, no use of employing more people ???

• Humble Submission
• Is that the intention of the law ?



Exact	Proposal	of	our	Association

• Kindly issue a CBDT notification, to clarify and
say, that

• In this section, wherever the word “Business”
is used, it shall mean to include the word
“Professions” also



This	should	also	be	taken	as	a	
“clarification”

This	should	be	issued	as	a	clarification	in	the	law.

This	is	to	add	clarity
This	is	not	any	request	for	“additional	benefits”

This	was	always	the	intention
But	clarification	is	required



Our	First	idea	on	making	this	section	80JJAA	better	
to	the	PMO	was	: PMOPG/E/2015/0111892 :	

It	was	accepted	.	Thank	you	Sirs



Our	second	amendment	request	was	
PMOPG/E/2016/0409993

This	was	also	accepted	and	Action	taken



Thank	you	Finance	Minister

• This was a suggestion, submitted by our I-am-
SME-of-India” with the Ministry of Finance in
FY 15-16. and also FY 16-17

• And you have so, kindly , totally rehashed the
law, and accepted our request.

• We thank you.
• Just small minor changes need to be made to
make this even better.



We	at	I-am-SME-of-India,	welcome	the	
spirit	of	Entrepreneurship



Hire	More	!!



For	queries,	suggestions	and	feedback	,	you	can	e-mail	us		
• Sangeet Kumar Gupta, FCA, DISA, ACMA, PGDMM, B.Com(Hons), Honorary Consultant,

Integrated Association of Micro Small and Medium Enterprises of India and Faridabad
Small Industries Association, 93126-08426, Camp Off : TB-06, 3rd Floor, Crown Plaza,
Sector-15A, Faridabad.

Subscription	to	our	newsletters/	e-circulars
• Please send your details, and request e-mail to info[at]iamsmeofindia.com /

skgupta[at]mlgassociates.org
for	Discontinuation	of	this	E-mail
• To discontinue receipt of e-mails from the author, please reply mentioning

"Discontinue" in the Subject.
Notes	&	disclaimer
• The contents of this circular are for Private circulation & intended for the addressee/s

only. We do not warrant that this email is free of mistakes, errors or any other defect.
Care has been taken to provide authentic information, but it is advisable to
confirm/verify with qualified legal practitioners, professionals before implementing any
suggestions. The views expressed are not necessarily those of the Association. We
encourage readers, our Members to write to us their opinions, suggestions, ideas,
comments, thoughts and bring to our knowledge mistakes, omissions etc. which we’d
be pleased to correct/implement.
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Kindly	give	us	an	opportunity	to	present	ourselves



I am SME of India
in the Service of the Nation


