
Abstract
The foundation of a nation's economy is its taxation system,
which guarantees consistent revenue, manages economic
growth, and takes care of industrial activities. The Union
Government, State Governments, and Local Bodies are the three
components of India's three-tier federal structure, and they are
all in charge of the numerous taxes and fees that are levied
therein.
Municipalities and local governments would be included in the
local bodies. The Indian government is allowed to levy taxes on
individuals and organisations, according the Constitution.
According to Article 265 of the Indian Constitution, only the
authority of law has the power to impose or collect taxes. The
subjects on which the Union, States, or both may levy taxes are
listed in the 7th schedule of the constitution. The 73rd and 74th
amendments to the constitution, which are contained in Part IX
and IX-A of the constitution, allow local governments some
financial rights. 
A tax is a fee placed on people or property owners in order to
raise money for the government. As a result, paying taxes is a
required contribution as opposed to a decision-based payment
or donation. The legislative body requires payment, which is
money. Either a direct tax or an indirect tax may apply. Revenue
growth that is somewhat faster than GDP can be achieved by
revenue mobilisation with an efficient tax structure and policies
(Gross Domestic Product).
The government uses this fee to carry out activities like:



Programmes for social welfare including schools,
hospitals, and affordable housing.

Infrastructure includes roads, bridges, flyovers,
railroads, ports, and other structures.

The nation's defence apparatus, such as military
hardware

·Enforcement of the law

Pensions for the old and aid programmes for the
unemployed or the poor.

Attributes of an Effective Tax System
The following features of an efficient tax system are:

·In principle, a good tax system should be equitable and fair,
leading to a society where money is distributed equally.
·It must be effective and give the government the money it
needs.



The Taxation System in India
The three-tier federal structure of the Indian tax system consists
of the following elements:

Tax collection is a crucial duty.
The growth of business and industry shouldn't be hindered
by taxes.
The government should have a comprehensive
understanding of its revenue thanks to the levies imposed.
To enable accurate forecasting, the tax system should be
based on vast and recent statistical data.
The tax system should be easy to use and flexible so that it
can respond to governmental demands.

The subjects over
which the Central
Government has

legislative
jurisdiction are
included in the

Union List (List 1
of the 7th

schedule to the
Indian

Constitution)
[Article 246(1)].

Only subjects
that the State

Government has
legislative

responsibility
over are

included in the
State List

[Article 246(3)].

The Concurrent
List includes

subjects that are
under the
legislative

purview of both
the federal and

state
governments

[Article 246(2)].



The Union Government's law gets precedence when there is a
disagreement between the Center and the states about entries
in the concurrent list. However, if a state law's provision
conflicts with one passed by the legislature earlier and was
approved by the President; the state law will take precedence.

Different type of Taxes prevailing in Indian
Taxation System
Direct taxes and indirect taxes are the two categories of taxes in
India. One of India's biggest and most significant tax
developments is the Income Tax. It functions as a full-fledged
direct tax, helping to reduce the tax's overall flowing effect.
Following are the two main categories of taxation system
prevailing in India:

Direct Tax
It is a tax that applies to both businesses and individuals. It's a
unique form of tax that nobody else can receive or transfer.
Examples of direct taxes include gift taxes, income taxes,
wealth taxes, and others. A division of the Ministry of Finance's
revenue is known as the Central Board of Direct Tax (CBDT).
This board has two distinct functions: it offers crucial concepts,
significant planning inputs, and policies on direct taxes in India.
The Income Tax Department receives assistance from the
Central Board of Direct Taxes in managing direct taxes.



Indirect Tax 
The public pays taxes to the government in an indirect manner
through the purchase of goods and services. taxes collected
from people who provide the government with goods and
services.

Income Tax under Direct Taxes

The government levies a sales tax on goods and services when
they are sold inside a state. The rate is set by the government,
and it eventually takes the shape of a value-added tax (VAT).

It is the responsibility of the Central Board of Excise and
Customs to create duty policy, collect custom excise duty, and
collect service tax (CEBC).

The Central Board of Excise and Customs is now the Central
Board of Indirect Tax and Customs as a result of the
introduction of the GST. Its main job is to support the
government in formulating GST regulations.

Do you know that last date for filling up of your Income Taxes is
31st July 2022. 

Let us first discuss about What is Income Tax and why it is so
important for the growth of Indian Economy?

A government may impose an income tax as a direct tax on the
earnings of its people. The central government is required to
collect this tax under the Income Tax Act, 1961. Every year, the
government can alter the tax rates and income brackets in the
Union Budget.



Income isn't just money received in the form of a salary. It also
includes income from rental property, corporate earnings,
professional gains (such bonuses), revenue from capital gains,
and "income from other sources." The government frequently
allows for different deductions from an individual's income
before determining the amount of tax to be charged.

Gateway through which Government collect
Tax
Government of India with the help of Income Tax Department,
under the purview of Income Tax Act, 1961 releases or circulate
income tax forms, which are commonly known as Income Tax
Returns Forms. These forms are supposed to be filled by the
Individual, Company or any tax payer who is willing to pay
income tax to the Government. 

Let us understand the Concept of Income Tax Returns (ITR’s)
that a taxpayer has an obligation to file on time.

ITRs are a type of document that detail a person's earnings and
the taxes that must be paid during the fiscal year (Starting from
April 1 to March 31st next year).

Depending on the business, the job description, and other
sources of income, revenue can take many different forms.
Income may be divided into two categories:

Income Tax Returns (ITR’s)



Salary or income; and
Earnings from additional sources.
Profit from a business enterprise
Residential property rent or other revenue.
Profits from capital gains.
Income from additional sources, such as royalties, interest
on deposits, dividends, and so on.

ITR Forms and their Types

According to the Income Tax Department, each person must
submit a separate ITR for each type of income. The kind and
amount of the taxpayer's yearly income determines which of the
seven ITR Form types must be filled out, according to the
Income Tax Department.

ITR 1: Individuals may submit ITR-1 if their total income is
up to 50 lakhs in salary plus one residential property,
excluding lotteries and agricultural income of up to 5000
rupees.
ITR 2: Individuals and HUFs who are ineligible to submit ITR
1 but have income and profits from a profession or
business must complete this form.
ITR 3: This form is completed by any individual who earns
money from a business or profession.
ITR 4: This form is necessary for every resident of India who
earns up to Rs. 50 lakh from any profession or business as
described in Section 44AD, 44ADA, or 44AE.

There are seven distinct types of ITR Forms, according to the
Income Tax Department. These are their names:



ITR 5: The following entities complete the ITR—5 form:

Latest Updates: 14-Jun-2022

ITR 6: With the exception of those requesting exemption
under Section 11, which is revenue from religious or
charitable property, businesses fill out this sort of form
electronically.
ITR 7: Companies can use this form in compliance with the
Income Tax Act requirements. The following are the typical
provisions' requirements for filling out the ITR - 7 form:

Firms
Body of Individuals 
Co-Operative Societies 
Limited Liability Partnerships (LLPs) (LLPs)
Persons' Association
Local Governments
Artificial Judicial Person
Insolvent Estate 
Deceased Estate
Investment Fund
Trusts for Business

ITR5 is also now accessible for electronic filing. The Excel
offline utility for preparing and submitting ITR 5 is now
available. To view and download the same, please go to Income
Tax Department. Once prepared, upload the JSON to the
Income-tax website.



The Importance of ITR Filing

Here are a few reasons why you should file your income tax
returns:

Section 139 applies to individuals who own property for
charity or religious reasons (4A).
Political parties (Section 139(4B))
Section 139(4C): Medical institutions, news organisations,
educational institutions, and scientific research
organisations, as well as institutions or associations
listed in sections 10(23A), 10(23B), and 10(23C), are all
covered (23B).
Under Section 139(4D), colleges and universities, as well
as any other institution, are free from reporting revenue
and losses in accordance with the provisions of the Act.

Filing ITR displays Indian people' sense of responsibility. Only
through ITR does the government learn about its residents'
yearly accounts and transactions, which ultimately aids in
strengthening the country's economic aspect and establishing
advanced action plans for the benefit of the country.

Filing tax returns demonstrates accountability and is very
important in a variety of scenarios.
You will also need this information if you apply for a loan or
a credit card.
If you want to make a claim for compensation for previous
losses, you must have ITR records.
Furthermore, it will be beneficial and useful in the event of
updated results.



The Advantages of Filing ITR on Time

Avoids Penalty: There is a penalty for failing to file an ITR on
time! Failure to submit an ITR by the due date stated by the
Income Tax Department may result in a penalty of up to Rs
10,000, according to Indian Income Tax laws.

The following are some advantages to submitting your ITR:

Carry forward your losses: Individual taxpayers must file their
Income Tax Returns on time in order to claim certain losses,
such as capital gains losses, company or professional losses,
and so on. This implies that you can deduct some losses from
relevant income, minimising your future tax bill. This cannot
happen until the taxpayer files a tax return.
Saving Interest: Failure to file an ITR on time may result in the
imposition of interest on the tax owed. Sections 234A and 234B
allow you to avoid paying interest on late taxes if you file your
ITR on time. For late ITR filing, there is no penalty alleviation.
Easy Loan Approval: Filing the ITR will be beneficial when
applying for a vehicle loan, a home loan, and so on.
Furthermore, all financial institutions may request a copy of
your tax returns as proof of income. This document must also
be submitted in order for the loan to be approved.
Make a Tax Refund Request: Most individual taxpayers with
passive income, such as term deposit interest or dividend
income, must submit a tax return in order to get a tax refund.
Furthermore, papers must be filed even for salaried taxpayers
who had excessive taxes withheld in order to get a refund of the
extra taxes.



Individuals who earn more than the minimum exempted amount
must pay income tax. Salary, rental income, interest income
from savings, revenue from mutual funds, farm income, sale of
land or company, or professional income are all examples of
sources of income. The Income Tax Return is a form that must
be filed with the Income Tax Department. The Income Tax
Department determines the structure and application of these
forms. According to the Incomes Reported, each form has its
own set of disclosure obligations.

File your Income Tax Return through Legal
Window
Legal Window provides efficient services and our experts will
help you through filing up of your Income Tax Return.

Partnership business can be conducted through both LLP and
Partnership Firm business structures. The Limited Liability
Partnership Act, 2008 introduced the idea of LLP in India.

Income Tax Return Filing for Individuals

Income Tax Return Filling for LLP

Each partner in the partnership owns a portion of the company.
This is a less expensive and more adaptable company form
than a corporation, whereas Limited Liability Partnership
combines the benefits of both Partnership and LLP by limiting
the Partners' liability.



Income Tax Return Filing for Companies
Individuals and companies are not taxed at the same rate.
Direct taxes are classified as follows:

Furthermore, each year before the due date, the companies
must have the statutory audit performed by the auditor selected
by the company.

Corporate Tax
In India, taxpayers other

than corporations
incorporated under the

Companies Act 2013 pay
this tax on their earnings.
They are taxed at varying

rates under different slabs.

Income Tax
This tax is paid by

corporations registered
under Indian company law

on their net profit from
business. It is taxed at a

certain rate established by
the Income Tax Act, subject
to annual rate revisions by

the Income Tax
Department.



Income Tax Return Filling for Charitable
Trust
Charitable Trusts/Societies/Foundations are all classified as
NGOs, or Non-Governmental Organizations that strive for the
social and economic well-being of society. There are several
types of organisations that might be founded to lend a helping
hand in philanthropic operations.

'Charitable purpose' includes poor people's help such as
education and medical treatment, as well as the development of
any cause of wide public usefulness. Section 80G provides a
benefit to non-profit organisations.

Income Tax Return Filling for Partnership
Firm
The income generated by the Partnership firm or business is
taxed. The tax charged on a person's income is known as
income tax, and it is levied and collected by the Central
Government. Such tax on earned income is payable in the same
fiscal year in which it is accrued by the Partnership Firm in the
form of advance tax.



Taxation of Non-Resident Indians
Many Indians have immigrated to other countries. Moving to
another nation does not necessary mean saying good-by to
India. Many NRIs have made investments in India in the form of
mutual funds, shares, securities, life insurance policies, unit-
linked insurance plans (ULIPs), FCNR fixed deposits, ownership
of NRO & NRE accounts, and so on. As a result, Non-Resident
Indians may still have income in India and must obtain a PAN
card and submit an income tax return in India. Non filing of
Income Tax Return in India may have severe implications in the
shape of Interest, late fees, fines, prosecution & seizure of
Invested Assets.

Legal Window will offer you with all of the essential services
and legal advice for submitting your income tax return, as well
as guidance for other compliances. To file your Income Tax
Return, please contact our experts at 072407-51000 or
admin@legalwindow.in.



Penalties for Non- Filing up of Income Tax
Return on Time
The following is a list of taxpayer types and the penalties for
failing to file income tax returns by the due date.

Salaried people: Three types of people are considered here.
Total yearly income less than Rs.2.5 lakh: There is no
punishment (No ITR penalty for nil return)
Total yearly income less than Rs.5 lakh: The maximum
penalty is Rs.1,000.
Up to Rs.10,000 in total yearly income beyond Rs.5 lakhs
Up to Rs. 10,000 for businesses/ Companies
Individuals who work for themselves: up to Rs. 10,000
Senior citizens: The penalty for failing to file an ITR under
Section 234F applies solely to senior citizens who fulfil the
following requirements.

Between the ages of 60 and 80, with a total yearly income
of more than Rs.3 lakhs.
Over the age of 80, with a total yearly income of more
than Rs.5 lakhs.

Hence, due dates should be kept in mind to avoid any such
penalties later.



Insights from Income Tax Departments

23-Apr-2022
E-filing of ITR 1, ITR 2, and ITR 4 for the fiscal year 2022-23 is
now possible ( ITR-1 & ITR-4 offline & online both, ITR-2-only
offline). Taxpayers can use the "Downloads" Menu option to
download the ITR Offline Utility, then fill out and file the ITR.

01-Apr-2022
Income-tax Returns for AY 22-23 have been notified by the
CBDT (ITR-1 to ITR-7)

Reference for Notification 1
Reference for Notification 2

16-Dec-2021
CBDT advises taxpayers not to delay filing their ITRs for AY
2021-22.

Reference for Press Release

09-Sep-2021
The CBDT has extended the deadline for submitting Income Tax
Returns.

Reference for the Circular

https://www.incometax.gov.in/iec/foportal/sites/default/files/2022-04/Refer%20Notification%201.pdf
https://www.incometax.gov.in/iec/foportal/sites/default/files/2022-04/Refer%20Notification%202.pdf
https://www.incometax.gov.in/iec/foportal/sites/default/files/2021-12/Refer%20Press%20Release_0.pdf
https://www.incometax.gov.in/iec/foportal/sites/default/files/2021-09/circular-no-17-of-2021.pdf


Insights from Income Tax Departments

03-May-2021
CBDT issued a press statement extending the deadline for
submitting Income-Tax Returns under the Income-Tax Act, 1961
for the fiscal year 2020-21 from March 31, 2021 to May 31,
2021.

01-Jan-2021
The CBDT has extended the filing deadline for Income Tax
Returns for the Assessment Year 2020-21. As a result, the ITRs
have been updated to reflect the updated 234A interest and
234F fee calculations, and they are now available for download.

Key Takeaway
India is a big country with people from varied communities,
socioeconomic backgrounds, and financial levels. Everyone
cannot be taxed the same way. One of the reasons India's tax
system has been so complex for so long is because of this.
India has been battling with tax evasion, which looks to be
eroding our taxation framework. The tax rate in India is high, yet
the direct tax yield is low. As a result, the government has
gradually moved to decrease taxes. Furthermore, in order for a
country to prosper, its tax collection system must be strong and
effective, and people must file ITR on time.

Reference for Circular

https://www.incometax.gov.in/iec/foportal/sites/default/files/2021-05/Circular_No_8_2021.pdf

