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. Statement of financial.trahsaction SFT}Sec 285BA
What is statement of financial transactions?

SFTis a report of specified financial transactions by specified
persons including prescribed reporting financial institution.
Such specified persons who register, maintain or record such
specified financial transaction are under a mandate to submit
SFT to the Iincome tax authority or such other specified
authority or agency



e :  >> Sfeiférhentdf éhlghvalue financial transactionsis required to

| 1.‘Z._',f-‘be'_'furh,ished.'u'hd'er' :section 285BA of the Income-tax Act,
1961 by 0 s pec parson®din respect of 6speci f
transaction® registered or recorded by them during the

financial year.

» The Gspecified persons and the @pecified transactions are

listed in new Rule 114 of the Income-tax Rules,1962.



Sectlon 2858A Obllgatlon to furnish
statement of financial transactions or

reportable account.

(1) Any person, being:

a)
b)

C)

d)

an asSSesseer

the prescribed person in the case of an office of
Government; or

a local authority or other public body or association
or

the Registraror SubRegistrarappointed under section
6 of the Registration Act, 1908 (16 of 1908); or



| | é)‘z‘ the r_.egijsteri'hg?_aUt':Horit_y" empowered to register motor

- vehicles und.e..rC-héptér IV of the Motor VehiclesAct, 1988
(59 of 1988) : or

f) the Post Master General as referred to in clause (j)of

section 2 of the Indian Post Office Act, 1898 (6 of 1898) ;

0]

g) the Collector referred to in clause(g) of section 3 of the
Right to Fair Compensation and Transparency in Land
Acquisition, Rehabilitation and ResettlementAct, 2013 (30
of 2013) ; or



 h) the recognised stock-exchange referred to in clause (# of

___ section 2-of the SecuritiesContracts (Regulation) Act, 1956

)

(42 of 1956) ; or

an officer of the ReserveBank of India, constituted under
section 3 of the ReserveBank of India Act, 1934 (2 of 1934)
, or

a depository referred to in clause (e of sub-section (1) of

section 2 of the DepositoriesAct, 1996 (22 of 1996) ; or



k) aprescribedreporting financialinstitution,

) a p'eré‘o'n, other than those referred to in clauses(a) to (k), as
may be prescribed ( as per the Finance (No.2) Bill applicable
w.e.f Istday of September,2019)

who Is responsiblefor registering, or, maintaining books of account
or other document containing a record of any specified financial
transactionsor any reportable account as may be prescribed under
any law for the time being in force, shall furnish a statement in

respectof suchspecifiedfinancial transactionsor



such reportable account which Is registered or recorded or
maintained by him and information relating to which Is
relevant and required for the purposes of this Act, to the

Income-tax authority or suchother authority or agencyas may

be prescribed



(2) The statement referred to In sub-section (1) shall be
furnished for suchperiod, within suchtime and in the form

and manner, asmay be prescribed



‘(3)” For the purpose of sub section (1) of Sec 285BA,

0 spe cflnahalabt o _a’n s aneeansamyn 6

(@ transaction of purchase, sale or exchange of goods or
property or right or interestin a property; or

(b) transaction for rendering any service or
(9 transaction under a works contract; or

(d) transaction by way of an investment made or an
expenditure incurred; or

(e transaction for taking or acceptingany loan or deposit,
which may be prescribed
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- Provided that,

the Board may prescribe different values for different
transactionsin respectof different persons having regard to
the nature of suchtransaction:

Provided further that,

the value or, asthe casemay be, the aggregatevalue of such
transactionsduring a financial year so prescribed shall not be
lessthan fifty thousand rupees



(4) Where the prescrlbed income-tax authority considersthat the
~ '.-'statement furnished Under sub-section (1) is defective, he may
Intimate the defect to the person who has furnished such
statement and give him an opportunity of rectifying the defect
within a period of thirty (30) days from the date of such
Intimation or within such further period which, on an
application made in this behalf, the said income-tax authority

may, In his discretion, allow; and
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"-‘if..j'the"..-d_efe‘.ct ~is]h'o.'t.- rectified within the said period of thirty daysor,

as the case may be, the further period so allowed, then,
notwithstanding anything contained in any other provision of this
Act, suchstatement shall be treated asan invalid statementand the
provisions of this Act shall apply as if such person had failed to

furnish the statement

( Thisisamended in Finance(No.2) Bill- SeeSlideNo 17)
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'*-Atheh'dment as per Finance (No.2) Bill applicable with effect
from the 1stday of September,2019

In order to enable pre-illing of return of income, it is
proposed to obtain information by widening the scope of
furnishing of statement of financial transactionsby mandating
furnishing of statement by certain prescribed persons other

than t

nose who are currently furnishing the same
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It Is also proposed to remove the current threshold of rupees
fity thousand on aggregate value of transactions during a
financial year, for furnishing of information, with a view to
ensure pre-filling of information relating to small amount of

transactionsaswell and in order to ensureproper compliance.
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It is also proposed to amend the provisions of sub-section (4) of
aforesaid section so asto provide that if the defect in the statement
IS not rectified within the time specified therein, the provisions of
this Act shall apply as if such person had furnished inaccurate

iInformation in the statement
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Consequently, it Is also proposed to amend the penalty
provisions contained in section 271FAA so asto ensurecorrect
furnishing of information Iin the SFTand widen the scope of

penalty to cover all the reporting entities under section 285BA.



.-A.'A27:IJ'—'AA. If a person referred to in sub-section (1) of section

285BA who_is requrred to furnish a statement under
that section, provides inaccurate information In the

statement, and wheren

(@ the inaccuracyis due to a failure to comply with the
due diligence requirement prescribed under sub-
section (7) of section 285BA or is deliberate on the

part of that person; or



(0)

the person knows of the inaccuracy at the time of
furnishing the statement of financial transaction or
reportable account, but does not Iinform the
prescribed Income-tax authority or such other

authority or agency or



(c) the person dlscoversthe Inaccuracy after the statement of
| fmanual transactlon or reportable account is furnished
and fails to inform and furnish correct information within

the time specifiedunder sub-section(6) of section285BA,

then, the prescribed income-tax authority may direct that such
person shall pay, by way of penalty, a sum of fifty thousand

rupees



Sectlon 271 FA Penaltyfor failure to furnish
statement of financial transaction or
~reportable account.

If a person who is required to furnish a statement of financial
transaction or reportable account under sub-section (1) of section
285BA, fails to furnish such statement within the time prescribed
under sub-section (2) thereof, the income-tax authority prescribed
under said sub-section (1) may direct that such person shall pay, by
way of penalty, a sum of /e hundred rupeesfor every day during

which suchfailure continues
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" Pr(‘)'Vided‘ that where-such person fails to furnish the statement

within the period specifiedin the notice issuedunder sub-section (5)

of section 285BA, he shall pay, by way of penalty, a sum of one
thousand rupees for every day during which the failure continues,
beginning from the day immediately following the day on which

the time specifiedin suchnotice for furnishing the statementexpires



Rule 114E of income tax Rules



' NSc: Nature and value of SpeC|f|edTransact|ons Classof Person
'1' | "Payment of cashaggregatlngRs 10,00,000 or more A A Banking Company,
~in a year for purchaseof DD, Pay Orders, Bankers A Co-operative Bank

Cheque

2 | Payment made in cashaggregatingto Rs10,00,000 A A Banking Company,
or more in a year for purchase of pre-paid A Co-operative Bank
Instruments issued by RBI u/s 18 of Paymentsand
SettlementSystemsAct 2007

3 | A cash deposit aggregating to Rs 10,00,000 or A A Banking Company,
more in a year in one or more bank accounts(other | A Co-operative Bank,
than current accountor time deposit) A Post Master General of

Postoffice

4 | A Cash deposit or withdrawal aggregatingto Rs | A A BankingCompany,
50,00,000 or more in a year in one or more A Co-operative Bank
current account of a person

25



D

. N‘c: Nature and value of SpecifiedTrangactions Classof Person

.V.~"On.e or more time: 'd'e'posit (other than A A Banking Company,

renewal) aggregatingto Rs 10,00,000 or A Co-operative Bank,

more of a person A Post Master General of Post
office,
A Nidhi referred to in sec406 of
the CompaniesAct 2013

Credit card payment made by any person A A Banking Company, A Co-
aggregatingto Rs 100,000 or more in a| operative Bank, A Any Institution
year in cashor Rs 10,00,000 or more by | issuingCredit Card

any other mode

Receipt from any person of an amount A Company or Institution issuing
aggregatingto Rs10,00,000 or more for bonds or debentures
acquiring bonds or debenturesissued



.NO

10

= Nature and value of SpeC|f|edTransact|ons Classof Person

Recelptfrom any person of an amount aggregatingto A Company issuin
Rs 10,00,000 or more in a year for acquiring sharesshares

Issued by the company (including share application

money)

Buy back of sharesfrom any person (other than the A A company listed
sharesbought in the open market) for an amount or on a recognisec
value aggregatingto Rs 10,00,000 or more in ayear. stockexchange

Receiptof an amount aggregatingto Rs 10,00,000 or A Trustee of a
more for acquiring units of one or more schemesof a Mutual Fund
Mutual Fund. (other than switching of funds from one

schemeto another)



11

12

13

o .NSc: Nature and value of SpeC|f|edTransact|ons Classof Person

Recelpt from any person for sale of foreign currency Authorized Dealer,
or expensein suchcurrency through a debit or credit Money Changer, Off-
card or through issueof travellers cheque or draft or shore Banking Unit or
any other instrument of an amount aggregatingto any other person defined
Rs 10,00,000 or more in a year in FEMA, 1999

Purchase or sale by any person of immovable InspectorGeneral or
property for an amount of Rs 30,00,000 or more SubRegistrar appointed
or valued by the stamp valuation authority referred under Registration Act,
to In section 50C of the Act at Rs 30,00,000 or 1908

more.

Receipt of cashpayment exceedingRs 2,00,000 for |Any person who is
sale of goods or providing servicesof any nature|liable for audit under
other than those specifiedabove section44AB of the Act



-_“What is Form 61A?
As per rule 114& of the IT rules 1962, a Reporting Entity is
required to file statement of financial transaction in form 61A.
A Reporting Entity has to report specified SFT reportable
transaction of the nature specifiedin this rule for the relevant

financial year on or before 31st of May immediately following

the financial year.



sk  What4§ Form 61

Requirement of filing form 61B arisesfor implementation of
FATCA (Foreign Account Tax Compliance Act) and CRS
(Common Reporting Standard) For this purpose rule 114
1145 and 114 are to be referred. Briefly, theserules provide
for due diligence procedure for identification of reportable
accounts Once a Reporting Entity Iidentifies reportable
accounts, information about such accountsis to be filed In
form 61B for the calendar year by 31st of May following the
end of the calendaryear



Due date of furnlshlng SFT

SFTshaII e submltted either in Form 61A (statement of financial

“transactions by other reporting entities) or in Form 61B (statement
of reportable account by a prescribed reporting financial
Institution) .

SFTin Form 61A shall be submitted on or before 31 May of the FY,
Immediately following the FY in which the transaction is recorded

or registered In caseof financial transactionsrecorded or registered
In FY 2018-19, the due date for furnishing SFTwas 31 May 2019.

Statementof reportable account in Form 61B shall be submitted by
prescribedreporting financial institution for every calendar year on
or before 31 May of next year.
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Sectlon 23(5) 6 Income from property held
—as stock in trade

EXxisting provisions

The annual value of property consistingof any land or building will
be taken as NIL, for the period of one year from the end of

financial year in which completion certificate is obtained.
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Provided that the property is held asstockin trade and hasnot

been let out during the whole or any part of previous year.
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~ "-P_fopo$e~d«p“ro\-/i3i0h as per interim budgetdtd
01-02-2019 (applicable w.e.f 01.04.2020)-

As per the proposed provision the period of ONE year for
which the annual value of the property can be taken as NIL

has beenamended to TWO years.
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- Prbperty'held’as stock in trade & Not let out - Annual Value
NIL

2

For ONE Year

1 Amended W.e,fD

01.04.2020
For TWO years
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: Sectlon 24(b) 6 Deductlon under House
o Property Income

ExistingProvision for section 24(b) deduction of interest

24(b): Provided that in respectof property referred to in sub-
section (2) of section 23, the amount of deduction shall

not exceedthirty thousand rupees
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o Amendment as per |nter|m budget (appllcable w.e.f 1-04-2020)

“Provided that in respect of property referred to in sub-section (2)
of section 23, the amount of deduction [or, as the case may be, the

aggregateof the amount of deduction] shall not exceedthirty thousand

rupees

Following proviso shall be inserted after the Explanation to the third
proviso of section24 ( Interim Budget w.e.f 1-04-2020)

Provided also that the aggregateof the amounts of deduction under

the first and secondprovisos shall not exceedtwo lakh rupees
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'*Arﬁ‘éhdm‘e‘ntof section 24 which deals with the deduction of
Interest on housing loan, has been amended to include the
words oaggregateo in order to specify the inclusion of two
residential houses now permissible. The deduction limit
remains the same as Rs.2,00,00Q -, however it shall now be

extended to owning of up to 2 houses



- Particulars | NoofHouses . - _Amount of deduction
~ Occupied) |
' e a) Capital
borrowed on or

EXxisting ONE after 01.04.1999
and

a) acquisition or Actual interest or
Proposed TWO construction Rs .2,00,000/-

(w.e.f completed whichever is less
01.04.2020) within 5 years

from the end of
FY in which
capital Is
borrowed

In any other case Rs 30,000/-



Section 54 of Income Tax

R .

| — -——

{ INCOME TAX | ACt:

| SECTION

i Capital Gain Exemption




. _Sec‘tifon 543 Investment of CG in Residential
‘ House

Amended section 54 dealswith the exemption on capital gain. Here
the investment hasto be made In a residential house to avall the
capital gain exemption when a residential house is sold, the limit

was restricted to ONE residential house . This has been revised to
Include TWO residential houses
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~ Proposed as per Interim Budet 2019, w.e.f 01-04-2020

In sectidh 54 of the Income-tax Act, in sub-section (1), after clause
(), the following provisos shall be inserted with effect from the 1st
day of April, 2020, namely:d

dProvided that where the amount of the capital gain does not

exceedtwo crore rupees the assesseanay at his option, purchase

or construct TWO residential housesin India, and where such an

option hasbeen exercisedod
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"'(a) the ~p'rOVis'i'ohs of this sulbsection shall have effect asif for the
words 0 o0 n mresidential house in | ndithedwords 0t wo
residentialhousesin | n d hasedheen substituted

(b) any reference in this sub-section and sub-section (Z)to 0 n e w
a s s ghallbe construed as a referenceto the two residential

housesin India:
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Provided further that where during any assessmentear, the
assessehasexercisedthe option referred to in the first proviso,

he shall not be subsequentlyentitied to exercisethe option for

the sameor any other assessmernyear.a



| Particulars . Conditions . . Provided : Eligible deduction

The income from. - (a) Cost of new
- transfer = of residential house or
. “residential  house

EXisting shall be invested in (@)Purchase (b) Capital gain

ONE residential  Within 1 year \ynicheveris lower

housein India before  or

The | f years after the

traﬁsflenrcome ro:)nf date of transfer

or

residential house (a) Cost of new
Proposed _T_tc/slcl)be mve.'s,dtedt_lnI (b) Construction residential house or
(w.e.f h | rlezll' entiall within a period of o) Caital da
01.04.2020) ousesin India 3 years after the ( b) Capital gain

PROVIDED t_he date of transfer | Whichever is lower
amount of capital
gain should not

exceed Rs2 crore.



Let us see some examples and practical Scenarios on
section54 d profit on saleof property usedfor residence

u/sisa
IncomejiTax:
Act;3196 1
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| :H,c')‘USe.pro‘pe‘rtySold.arid 2 hb'use properties bought

Particulars

Sale proceeds from old house
property

Less: Indexed cost

LTCG on old House property
sold

Cost of new house 1

Cost of new house 2

Amount (R9
2,50,00,000
1,00,00,000
1,50,00,000
70,00,000

60,00,000
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 Particulars
Ryele
Tax exemption under Sec 54

- House 1

- House 2

Less: Total exemption

Taxable amount

.. “Before Budget

1,50,00,000

70,00,000

Not allowed

70,00,000

80,00,000

After Budget

1,50,00,000

70,00,000

60,00,000
1,30,00,000

20,00,000



" Practical Scenarios; .- _#

U Scenario 1

Mr. A purchaseda residential house in the year 2005-06 for Rs 2
crore. This house property was sold for Rs 10 crore in the year
2019-20. He invested the gain in the two house properties worth

Rs4 crore each
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Particulars

Full value of consideration

Less: Cost of acquisition (ignoringhe benefit of indexation)

Long term Capital Gains
Less: Section 54 exemption (one house)

Taxable long term Capital Gain

Amtin
crores

10

(2)

(4)



The option to claim capital gains exemption under Section 54, In
respect of two houses, shall not be available as the amount of

capital gainsexceedsRks2 crore.

Thus, he Is eligible to claim the exemption only In respectof one

residential house property.
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0 Scenario?

Mr. A purchased a residential house in the year 200506 for Rs
9 crore. This house property was sold for Rs 10 crores in the
year 201920. He invested the gain in the two house properties

worth Rs50lakh each



_~Particulars

Full value of consideration

Less: Cost of acquisition (ignoringhe benefit of indexation)

Long term Capital Gains
Less: Section 54 exemption ( two houses)

Taxable long term Capital Gain

Amtin
crores

10

©)

1
(1)

NIL



The option to claim capital gain exemption under Section 54, In
respectof two houses,shall be available as the amount of capital

gainsdoesnot exceedRs?2 crore.

Thus, he is eligible to claim the exemption Iin respectof investment

made In both the residential house properties.
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u Scenario 3

Mr. A purchased gold in the year 2005-06 for Rs 9 crore. This gold
was sold for Rs 10crore in the year 2019-20. He invested the gain

In two house properties worth Rs 50 lakh each.
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- Particulars

Full value of consideration

Less: Cost of acquisition (ignoringhe benefit of indexation)

Long term Capital Gains

Less: Section 54F exemption (in proportion to sales
consideration invested in one house,i.e, 1*0.5/10)

Taxable long term Capital Gain

Amt in
crores

10

9)
1

(0.05)

0.95



»I\‘/I_r;.A'can‘_cIaimt_h,e' exemption under Section54F only in respectof
one house Mr. A cannot opt to claim the exemption in respectof
both the houseseven if his capital gainsis lessthan Rs2 crore asthe

option given to investin two housesproperties is proposed only u/s
54.

Further, Mr. A will get proportionate exemption under Section54F
as the entire capital gain was not invested for purchaseof a new

house property.
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Sectlon 1396 ' arn of income

\...

As per theflnance (No 2) b||| arffew Proviso has been inserted to section 139

appllcable from the 1st day of April, 2020.

As per the new proviso furnishing of return of income shall be mandatory

under Section139if an individual :

a) Has deposited an amount or aggregate of the

amounts exceeding one crore rupees in one or
more current accounts
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: 'b)’"h'as ,incur-re.d ’-_'eXpé'nditure of an amount or aggregate of the
amounts exceeding two lakh rupees for himself or any other

person for travel to a foreign country; or

c) has incurred expenditure of an amount or aggregate of the
amounts exceeding one lakh rupees towards consumption of

electricity; or

d) fulfils suchother conditions asmay be prescribed,
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