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How informal sources of income are taxed
You may have to pay goods and services tax (GST) or �le your income tax returns (ITR) on
income that you accrue from freelance jobs
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Even if you are not required to maintain books of accounts, it is advisable to do so. Photo: iStock

If you are one of those people who successfully leverage their talent or passion to earn
through online platforms, don’t forget to comply with income tax rules, just because
you are not in a formal job. Tax-related formalities and implications you need to do
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would depend on the source and amount of income. There can be direct as well as
indirect tax-related formalities that you may need to do such as maintaining books of
accounts, paying advance tax, complying with Goods and Services Tax (GST) Act and
filing income tax returns (ITR).

Basic requirement

If you are freelancing, “the income tax law has certain compliances with respect to—
reporting in tax return, maintenance of books of accounts,” said Archit Gupta, CEO and
co-founder, ClearTax.in.

In case of nominal income from such activities, you may not need to comply with
extensive tax formalities. However, that’s not the case if you cross a certain level of
income. “Where income is more than  1.2 lakh (per annum) or total sales, turnover or
gross receipts are more than  10 lakh (per annum) in all preceding three years, such
profession or businesses must maintain books of accounts and other documents which
may enable the assessing officer to calculate their taxable income as per the Income Tax
Act, 1961,” added Gupta.

Even if you are not required to maintain books of accounts, it is advisable to do so. One
should ideally maintain copies of bills or receipts, bank statements, bills of expenses,
details of raw material, profit and loss information, details of assets, loans, etc.

If your business flourishes and the turnover crosses a certain limit, there are other
formalities to comply with. “If gross receipts from such activities exceed  50 lakh, they
will also need to get their accounts audited from a chartered accountant,” said Sandeep
Sehgal, director (tax & regulatory), Ashok Maheshwary & Associates LLP.

There are other things to mind too. “Some of these are invoicing, maintaining receipts,
not undertaking transactions in cash, paying advance tax etc,” added Gupta.

GST formalities

“Those with a turnover or receipts in excess of  20 lakh need to seek GST registration.
The limit is  10 lakh for northeastern states,” said Gupta. A person has to apply for GST
registration number within 30 days of crossing the threshold limit.
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“Registration number in GST will be PAN-based. The taxpayer must obtain separate
registration for each state, as registration under GST will be state-wise,” added Gupta.

However, if you are providing your service online there are different rules. “For people
working through online mode, even if their annual turnover is less than  20 lakh and
when the payment is first received by the e-commerce operator and then is disbursed to
them after deduction of tax credit at source (TCS), then the freelancer would be liable to
get registered and charge GST accordingly,” said Sehgal.

Once you get a GST registration number, you are required to raise invoices as per rules
stipulated in the Act. Besides, you are also required to file GST return (monthly and
quarterly as applicable) and may need to comply with several other requirements under
the GST laws.

Filing of ITR

If your total gross income, after including income from these services, crosses the basic
threshold limit of 2.5 lakh, you need to file ITR. While filing your return, you can
claim expenses to calculate taxable income. “Any expense which is directly related to
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freelancing activities, such as advertisement expenses or internet expenses can be
claimed for deduction,” said Sehgal.

“Where expenses are incurred for both professional and personal purposes; these may be
split using a reasonable basis and the portion that relates to the business may be
claimed,” said Gupta.

Take the help of a tax expert or chartered accountant if you find the process complicated.

First Published: Sun, Sep 02 2018. 07 10 PM IST

TOPICS: FREELANCE JOBS  INCOME TAX  INFORMAL INCOME  ONLINE JOBS  GST

You May Like   by Taboola Sponsored Links 

Impact Guru

Dr Batra's

The Travel Lane

Shopoyo

Nutrivitals.com

Coverfox Car Insurance

Family Threw Her Out For Giving Birth To A Girl, Now She Fights For Her Life

Worried about hair loss? Treat it now without any side-effects!

Couple Bring A Puppy Home & Then Things Start To Get Out of Hand

Bumper Sale - Rolex Watches at 75% Discount

Best Ayurvedic Tips For a Glowing Skin.

Compare & Save up to 70% on Car Insurance.

https://www.livemint.com/Search/Link/Keyword/freelance%20jobs
https://www.livemint.com/Search/Link/Keyword/income%20tax
https://www.livemint.com/Search/Link/Keyword/informal%20income
https://www.livemint.com/Search/Link/Keyword/online%20jobs
https://www.livemint.com/Search/Link/Keyword/GST
https://popup.taboola.com/en/?template=colorbox&utm_source=htmedialtd-livemintcom&utm_medium=referral&utm_content=thumbnails-a-new:Below%20Article%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=htmedialtd-livemintcom&utm_medium=referral&utm_content=thumbnails-a-new:Below%20Article%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=htmedialtd-livemintcom&utm_medium=referral&utm_content=thumbnails-a-new:Below%20Article%20Thumbnails:
https://www.impactguru.com/fundraiser/support-baby-aparajita?utm_source=taboola_desktop&utm_medium=referral&utm_campaign=aprajita
https://www.drbatras.com/campaigns/publisher/taboola/hairloss.aspx?utm_source=taboola&utm_medium=referral
http://thetravellane.com/3479/?utm_source=taboola&utm_medium=taboola3479d_in_tl&utm_campaign=htmedialtd-livemintcom
http://www.shopoyo.in/categories.php/1?utm_source=taboola&utm_medium=referral
http://mectighty-verronald.com/3018a368-b23a-42f3-94e8-43f551ffa29d?site=htmedialtd-livemintcom&campaign=%7Bcampaign%7D&title=Best+Ayurvedic+Tips+For+a+Glowing+Skin.&thumbnail=http%3A%2F%2Fcdn.taboola.com%2Flibtrc%2Fstatic%2Fthumbnails%2F78bec20c5bc0a8ab3144ba5d0f85c2d9.jpg&campaign_id=1224311&campaign_item_id=103970080&platform=Desktop&timestamp=2018-09-04+06%3A50%3A35&utm_source=dtptabkumkumadi&utm_medium=referral&utm_term=htmedialtd-livemintcom&utm_content=Best+Ayurvedic+Tips+For+a+Glowing+Skin.
http://get2.tech/z58z2zzz/?aff_sub=htmedialtd-livemintcom&aff_sub2=Compare+%26+Save+up+to+70%25+on+Car+Insurance.&aff_sub3=1335971&aff_sub4=Desktop&aff_sub5=119332814_Taboola
Pooja
Highlight



9/4/2018 How informal sources of income are taxed - Livemint

https://www.livemint.com/Money/aJG9IXg3xq92Oyq1zTJZII/Income-tax-on-freelance-jobs-online-jobs-informal-income.html 5/6

Suzuki steps on the gas with ₹9,000 crore
Gujarat investment

Consumption-driven GDP growth unhealthy for
Indian economy

How to follow your passion and make money

EDITOR'S PICKS »

https://www.livemint.com/Auto/3naVIz1Dpj0OsK3zRfkC4J/Maruti-Suzuki-to-build-a-new-car-plant-in-Gujarat.html
https://www.livemint.com/Auto/3naVIz1Dpj0OsK3zRfkC4J/Maruti-Suzuki-to-build-a-new-car-plant-in-Gujarat.html
https://www.livemint.com/Money/Z0UJNUHbJc1iVbVEiXXm8J/Consumptiondriven-GDP-growth-unhealthy-for-Indian-economy.html
https://www.livemint.com/Money/Z0UJNUHbJc1iVbVEiXXm8J/Consumptiondriven-GDP-growth-unhealthy-for-Indian-economy.html
https://www.livemint.com/Money/Mec5KQGNGOKNodUtxyrWeM/online-jobs-cooking-photography-fashion-blogger-teaching.html
https://www.livemint.com/Money/Mec5KQGNGOKNodUtxyrWeM/online-jobs-cooking-photography-fashion-blogger-teaching.html
http://get2.tech/z58z2zzz/?aff_sub=htmedialtd-livemintcom&aff_sub2=Compare+%26+Save+up+to+70%25+on+Car+Insurance.&aff_sub3=1335971&aff_sub4=Desktop&aff_sub5=119332814_Taboola


9/4/2018 How informal sources of income are taxed - Livemint

https://www.livemint.com/Money/aJG9IXg3xq92Oyq1zTJZII/Income-tax-on-freelance-jobs-online-jobs-informal-income.html 6/6

Privacy Policy Terms of Use Mint Code RSS

Subscribe to our Newsletter

Enter your email Subscribe

Copyright © 2018 HT Media Ltd. All Rights Reserved

Home

Companies

Opinion

Industry

Politics

Consumer

Lounge

Multimedia

Money

Science

Education

Sports

Specials

Technology

Contact Us

About Us

Advertising

Mint Apps

Sitemap

DesiMartini

Shine

Hindustantimes

Syndication

HT Punjabi

Brand Stories

Livehindustan

Subscribe

Board Results

https://www.livemint.com/Object/483E65M2lsKyJBVJaJtj3M/privacypolicy.html
https://www.livemint.com/Object/E2pEUrWSb5ByMuUfCFHp3M/termsofuse.html
https://www.livemint.com/Object/oY1eoxhTWFNTebOv7Pmg3M/mintcode.html
https://www.livemint.com/Object/6dFbaxSRSDKWk4Rit9Gk3M/rssHome.html
https://www.livemint.com/
https://www.livemint.com/companies
https://www.livemint.com/opinion
https://www.livemint.com/industry
https://www.livemint.com/politics
https://www.livemint.com/consumer
https://www.livemint.com/leisure
https://www.livemint.com/multimedia
https://www.livemint.com/money
https://www.livemint.com/science
https://www.livemint.com/education
https://www.livemint.com/sports
https://www.livemint.com/specials
https://www.livemint.com/technology
https://www.livemint.com/Object/Uyx3KLeUKMSYmjl8xO3T3M/contactus.html
https://www.livemint.com/Object/141EnEHrj3MSsNLtT8BEaK/aboutus.html
https://www.livemint.com/Object/omCLDMD5BNOw9HtnLdbQ3M/advertising.html
https://www.livemint.com/Object/wC06rVfP6BTPgE8g39MR3M/appsHome.html
https://www.livemint.com/Object/yfY9DbaXROhxhhImL9rG1M/sitemapweb.html
http://www.desimartini.com/
http://www.shine.com/
http://www.hindustantimes.com/
http://www.htsyndication.com/
https://punjabi.hindustantimes.com/
https://www.livemint.com/Query/0rpaaVreU01rgdHwHnPkoO/special-reports.html
http://www.livehindustan.com/
https://www.livemint.com/Object/o6mURyu9oxYAJoovrnFH1M/subscribe.html
https://www.livehindustan.com/career/results/?lang=eng

