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Analysts expand coverage
amid sharp market rally

200 firms of the BSE 500 universe are tracked bymore brokeragesthan ayearago

THE SMART INVESTOR 11

File past yr returns, avoid higher taxes
SteeperTDS, TG‘rateswill apply from July 1as new tax provisions kick in

206CCA, were added to the Income-
Tax (I-T) Act, 1961, by the Finance

SUMDAR SETHURAMAM & SAMIE MODAK RBill, 2021. They contaln special provi-
Mumbai, 23 June sions for deduction or collection of
el tax ar source (TDS/TCS] at a higher
rokerages are expanding the uni- rate under certain conditions,
verse of stocks they cover amid a Suresh Surana, founder, RSM

boom in the murket. Several stocks.
in the mid-cap universe are now tracked
by more analysts than they were a year
ago. For instance, SBI Cards and Payment
Services ks now tracked by 17 brokerages,
compared to fust four & year ago,

India, says, “These two Sections con-
tain special provisions for deduction
of TDS or TCS at higher rates in case
of specified persons or centaln non-  *
filers of I-T returns (ITRs).”

They are basically an extension of

-

compantes like V-Mart Retail, Ufiivan Sections 206AA (TDS) and 206CC HOW TO CHECK FOR 'SPECIFIED PERSON'
Small Finance Bank, Indlan Energy (TCS), and are aimed at bringing sctoror collecto
Exchange, and Birla Corporation are more people into the tax net. » The tax ded o £can # In the case of non-specified

feed a singie PAN (in PAN Search) or
multiple PANs (in Bulk Search) on
the reporting portal to check if
someone is a ‘specified person’

¥ In PAN Search, response will be

the deduc torcan |
check PAN in the fu nctionality at the
beginning of the financlal year;

there is no need to do so again

during the financial year

tracked by 7-8 more analysts.

Analysts covernge for more than three
dozen comparnies from the BSE 500 uni-
verse has increased by at least five, accord-
ing to the data provided by Bloomberg.

According to Manish P Hingar,
founder, Fimoa, a tax and wealth
advisory firm, “The purpose is to tax
those who hold a permanent account
number (PAN} and have taxable

ILLUSTRATION: Hﬂu"‘illl
ON THE RADAR
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‘This list is dominated by companies that the stock B A o income but don't file their ITRs for visible on the screen and can be P In the case of a specified person,
were sod n ﬂ:csnmu;‘; two years, tocks gt Tl oy 1 some reason or the other.” downloaded in pdf format by the verification of PAN needs to be done
sinitdryinte oad Bui e his i Rate of deductic deductor/collector atthe time of making tax deduction

} In Bulk Search, response will be in
the form of downloadable file
which can be kept for record

or collection, as that PAN can move
outof the specified persons list
during the financial year

Source: KM ingla

ownership has increased,

"More analysts tend to cover stocks
with an eye on brokerage, particularly
from institutional investors. Whenever
there is interest from institutional
investors, they (brokerages) are bound to
cover the stock,” sald Ambareesh Baliga,

Section 206AHB states that where tax
has to be deducted at source on any
sum or income paid by any person toa
specified person, it should be deduct-
ed at the highest of the following rutes:
twice the rates specified in the relevant
provisions of the Act: Twice the rate or

(TDS/TCS) from that person should
be 850,000 or more In each of the pre-

the tax deductor or collector must do
due diligence to satisfy himself

an independent markets analyst. Polyzb Endurnce Bandhan  Bifa n Avenue V-Marl Westie  IEE rates in force; or at 5 per cent. wvious two years. The person should whether a person fs a specified
Affle India, HDFC Mutual Fund, (::b India wﬂtﬁ Bank  Copn. w‘: Retail Devel Section 206CCA states not have filed ITR for the two preced- person,” says Surana.
Sumitomo Chemicals, and Solara Active F S0 that where tax has to be collected at ing years (for example. 2018-19 and The Central Board of Direct Taxes
Pharma Sciences have seen a sharp ' indlan Enengy Bxchnage Source: BRAmONE | gource onan amount received from a 2019-20), and the due dates for filing ~ has provided a new functionality —
increase in the number of analysts track- specified person, it should be deduct- ITR for those years should have compliance check for Sections 206AB
ing them. now have a starting market cap of $400  seen a decline in coverage are the oney edat uu-hldmumw following: Twice  expired,” says Hingar. and 206CCA — on the reporting
Market players said the trend is posi-  million, up from $190 million a ytar ago.  with high debt and uncertain business thie rates specified in the relevant pro- These new provisions don't apply portal of the I-T department
tive from a transparency and go Hi notall seent  outlook. vislons of the Act, orat 5 percem toanon-resident whodoes not havea  (hetps: freport.insight.gov.in).
"Risein ding an in A large number “At times, when a stock under covey. Vikash Mittal, partmer, e pErmanent establishment in -~ which can be accessed via the
in a company s a sign that the company  of companies in ﬂ‘ll,' BSE 500 universe  age falls into bad times, there is no poing Vikash Mirtal and Indin. They also don't apply I-T portal as well,
is following due diligence,” said haveseenadeciine incoverage Theseare  in covering the stock until a rurnaround Associates, says, "In case to a few other cases. "The Deductors and collectors can use
Siddhartha Khembka, head of research  mainly banks, public sectorundenakings  solution is found. Inaddition, companies Section 206AA/206CC new provisions apply to all it, The list of specified persons will be
{retail), Motilal Oswal Financial Services.  (PSUs), and compunies that have seenan  that consistently fail to deliver their prom- applies to a specified per- TDS/TCS deductions barring  updated on the portal from time to

The spike in coverage comes at atime
when the rally in the market has upended

the mid- and small-cap universe. The ICICI Bank, and Axis Bank - have seen  taken off the coverage list,” said Deepak Section 206AB/206CCA, of Provident date of actual filing of valid return
avernge small or mid-cap stocks, as analysts’ coverage drop by 5. Market Jasani, head of retail research, HDFC then tax shall be deducted YDUR Fund, income from derby, {filed and verified), whichever is later.
defined by Sebi's rules for mutual fund  expertssaythis isonaccountofeitherthe  Securities. or collected at the higher of MON EY etc,” says Archit Gupta, All taxpavers (falling under ‘speci-
categorisation, is much larger than last  brokerage sh nlﬂngdﬂwnwaforeimhro— Snmebdmthmwlﬂdhﬂedlmmi thie two rates provided in founder and chief executive fied person’) who have not filed their
vear— and also compared to history. kerage fing India of reasons for bro cov- Section 206AB/206CCA and officer, ClearTax. ITRs for 2008-19 and 2019-20 should
A recent study by ICICI Securities  Desphte the decline, these banks remain  erage on some stocks, "Sometimes ana- | Section 206AA/206CC. do so before June 30 to avoid attract-
showed that the upper limit fora mid-cap  most-tracked by analysts globally. For  Ivsts cannot justify a buy® call, and at the Ll ibility ing Section 206AB or 206CCA.
stock is $5.2 billion, up from $3 billona  instance, HDFC Bank and ICICI Bank are ime, not i Who is a specified Thepemnmspumhlefumeduct- If a taxpayer is not a ‘specified per-

vear ago, Similarly, the upper limit for a
small-cap is SL6 billion, up from $850 mil-

erosion in market value,
lenders — such as HDFC Bank,

Ised performance or are suspected of low
corporate governance standards are alig

tracked by over 50 analysts each, accord-
Ing to the data provided by Bloomberg.

san, that is, for non-furnish-
ing of PAN, in addition to

inga'sell’ call unless it's a screaming 'sell’
The best thing then is to keep quiet or |

There are a few criterla for defining a
specified person. “The total amount

afew, like tax deducted on

time — on the due date of filing ITR

salary

ing or collecting tax must ensure
“To

for A ‘Year 2021-22 or the

son’ s defined in these Sections,
then he must give a declaration to his

lion a year ago. The so-called micro-caps Besides banks, companies that have  drop coverage,” said Baliga, of tax deducted or collected with Sections NEAR and 206C0A vendors or suppliers stating such.
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