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Filing of modified return of income by successor entities consequent to
business reorganization

Section 170A of the Income Tax Act, 1961 (“IT Act”), inserted vide the Finance Act, 2022, enables entities going through
business reorganization (amalgamation/demerger) to file modified returns for the assessment year to which the order
of business reorganization is applicable. The modified return is to be furnished in the prescribed form and manner
within 6 (six) months from the end of the month in which the said order is issued.

Pursuant to notification no. 110 of 2022 dated September 19, 2022, the Central Board of Direct Taxes has notified Rule
12AD of the Income Tax Rules, 1962 (“IT Rules”) and Form ITR-A as the return of income to be filed electronically by
a successor entity to a business reorganization under Section 170A of the IT Act. Rule 12AD of the IT Rules is applicable
from November 1, 2022 and allows the Income Tax Authorities to pass an order modifying the total income or
complete the assessment or re-assessment proceedings in accordance with the order of the business reorganization
and the modified return so furnished.

Further, vide order dated September 26, 2022 in F.N0.370142/41/2022-TPL, where the order of business
reorganisation is issued between April 1, 2022 and September 30, 2022, the time limit for filing modified returns is
extended to March 31, 2023.

The rule also modifies Form ITR- 6 for the assessment year 2022-23 (relevant to the financial year 2021-22) or prior
assessment years to include a tick box for the income tax returns filed as per Section 170A of the IT Act.

Section 170A of the IT Act is intended in assisting the Income Tax Authorities to keep a track of the affairs of the
successor entity which undergo a complete change with effect from the date from which such reorganization takes
place given that there are prolonged timelines involved in issuing such reorganization orders from their date of filing.
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JSA offers a broad range of tax services, both direct and indirect, in which it combines insight and innovation
with industry knowledge to help businesses remain compliant as well as competitive. The Tax practice offers
the entire range of services to multinationals, domestic corporations, and individuals in designing,
implementing and defending their overall tax strategy. Direct Tax services include (a) structuring of foreign
investment in India, grant of stock options to employees, structuring of domestic and cross-border transactions,
advising on off-shore structures for India focused funds and advise on contentious tax issues under domestic
tax laws such as succession planning for individuals and family settlements, (b) review of transfer pricing issues
in intra-group services and various agreements, risk assessment and mitigation of exposure in existing
structures and compliances and review of Advance Pricing Agreements and (c) litigation and representation
support before the concerned authorities and before the Income Tax Appellate Tribunal, various High Courts
and Supreme Court of India. Under the Indirect Tax, JSA provides services such as (a) advisory services under
the Goods and Services Tax laws and other indirect taxes laws (VAT/ CST/ Excise duty etc.), and includes review
of the business model and supply chain, providing tax implications on various transactions, determination of
tax benefits/exemptions, analysis of applicability of schemes under the Foreign Trade Policy (b) transaction
support such as tax diligence (c) assistance in tax proceedings and investigations and (d) litigation and
representation support before the concerned authorities, the Appellate Tribunals, various High Courts and
Supreme Court of India. The team has the experience in handling multitude of assignments in the
manufacturing, pharma, FMCG, e-commerce, banking, construction & engineering, and various other sectors
and have dealt with issues pertaining to valuation, GST implementation, technology, processes and related
functions, litigation, GST, DRI investigations etc. for large corporates.
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This prism is not an advertisement or any form of solicitation and should not be construed as such. This prism has
been prepared for general information purposes only. Nothing in this prism constitutes professional advice or a legal
opinion. You should obtain appropriate professional advice before making any business, legal or other decisions. JSA

and the authors of this prism disclaim all and any liability to any person who takes any decision based on
this publication.
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