SIGNIFICANT DIRECT TAX AMENDMENTS

THE TAXATION LAWS (AMENDMENT) ACT, 2019

o Prescribed electronic modes for purpose of section 269SU : It has been notified that with effect
from 01.01.2020, any debit card powered by Rupay, Unified Payments Interface(UPI)(BHIM-UPI)
and Unified Payments Interface Quick Response Code (UPI QR Code)(BHIM-UPI QR Code) shall be
the prescribed electronic modes as mandated under section 269SU, for acpepting payments by
businesses whose total sales exceeds ¥ 50 crore in the year immediately preceding the ﬁnancgal year.
» Enhanced Depreciation on Automobiles : In order to provide relief to tax payers purchasing new
vehicles for the purpose of business or profession, enhanced depreciation of 30 % for motor cars and
45 % for motors buses/lorries has been provided with effect from 23.08.2019.

o E-Assessment Scheme-2019 : In order to remove the existing human interface a.nd person{il
interaction prevailing in the assessment procedure, a scheme of faceless assessment in electronic
mode involving no human interface has been notified vide Notification No. 61/2019 dated 12.09.2019
through S.0. 3264(E) published in the Official Gazette.

 Simplification of compliance norms for Startups : A Start-up Cell under the aegis of Member
(IT&C), CBDT has been constituted to redress grievances and to address various tax related issues
in the cases of Start-ups. A consolidated circular clarifying the provisions pertaining to assess:ment
of Startups has also been issued which clarifies that the outstanding income-tax demand relating to
additions made relating to angel tax would not be pursued and no communication in respect of
outstanding demand would be made with the Start-up entity. Further, other income-tax demand of
the Start-ups would not be pursued unless the demand was confirmed by ITAT. o
* Document Identification Number (DIN) : Every communication of the department whethfar it is
related to assessment, appeals, investigation, penalty, and rectification among other things issued
from 01.10.2019 onwards will mandatorily have a computer-generated unique document identification
number (DIN). Any communication such as tax notice, summon or letter issued to any corporate or
individual tax payer will be invalid without this number.

* Reduction in Litigation : The monetary thresholds for filing of departmental appeals have been
raised from ¥ 20 lakh to ¥ 50 lakh for appeal before ITAT, from % 50 lakh to ¥ 1 crore for appeal before
High Court and from ¥ 1 crore to¥ 2 crore for appeal before Supreme Court. Pending appeals involving
tax effect lower than these thresholds shall also be withdrawn or not pressed by the Department.

* Relaxation in norms for prosecution : It has been provided that prosecution in appropriate cases
will be launched only if the quantum of tax evasion is above a minimum threshold. Further, in cases
where evasion is below the minimum monetary threshold, launch of prosecution has to be approved
by a collegium comprising of two high ranking officers. Further, the 12-month time limit for filing
compounding application has been relaxed as a one-time measure, to mitigate hardship in genuine

cases.

THE FINANCE ACT, 2020
TAX RATES

* Concessional slab rates for individuals and HUFs : New section 115BAC inserted to provide an
option to an individual or HUF to pay tax in respect of their total income at following rates if they do not
avail certain exemptions/deductions like LTC, standard deduction under the head “Salaries”, interest on
housing loan, deductions under Chapter VI-A (other than 80CCD(2) or section 80JJAA) ete. :

Total Income (%) Tax Rate
Upto ¥ 2,50,000 Nil
¥ 2,50,001 - 7 5,00,000 5%
¥ 5,00,001 - % 7,50,000 10%
% 7,50,001 - % 10,00,000 15%
¥ 10,00,001 - ¥ 12,50,000 20%
¥ 12,50,001 - ¥ 15,00,000 25%
Above ¥ 15,00,000 | 30%

The option has to be exercised for every previous year where the individual or HUF has no
busmesfs income. However, where the total income of an individual/HUF includes business income,
the option once exercised would apply for that year and every subsequent year.
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Lev nalty of a sum equal to the aggregate amount of such false or omitted entry on any o)
person, “}r,h};ecaus}:es the perso% referred above in any manner to make a false entry or omits or Caus:;
to omit any entry. )
. E-pena}rty Sgieme : Central Government is empowered to notify an e'SCheHll)(? for the Purpose
imposing penalty so as to impart greater efficiency, transparency and ar],;counta ility by :

(a) eliminating the interface between the Assessing Officer and the assessee in the course o
proceedings to the extent technologically feasible; ] ) i

(b) optimising utilisation of the resources through economies of scale and_fu:llctl_ongl specialisati -

(c) introducing a mechanism for imposing of penalty with d_y_namic Jurisdiction in which

penalty shall be imposed by one or more income-tax authorities. ) )

* ITAT to order stay of demand only on payment of 20% of the tax payable including interegy
penalty etc. by the assessee : The Income Tax Appellate Tribunal (ITAT) may, after CODSldEr_lng the
merits of the application made by the assessee, pass an order of stay for a period not exceeding 18
days in any proceedings against the order of the Commissioner of Income-tax (Appeals). It is Proposed
to provide that stay may be granted by the ITAT, subject to the condition that the assessee deposits
not less than 20% of the amount of tax, interest, fee, penalty, or any other sum payable under the
provisions of this Act, or furnish security of equal amount in respect thereof.
* Faceless appeal : Central Government empowered to notify an e-appeal scheme for disposal of
appeal in order to impart greater efficiency, transparency and accountability. It would eliminate the
interface between the Commissioner (Appeals) and the appellant in the course of appellate proceed-
ings to the extent technologically feasible.
* Transparency in survey : Section 133A amended to provide that, in a case where the information
has been received from the prescribed authority, an income-tax authority below the rank of Joint
Director or Joint Commissioner shall conduct any survey under this section only with the prior
approval of the Joint Director or the Joint Commissioner. If the survey is not based on information
provided by the prescribed authority, then prior approval of Director or Commissioner of Income-tax
is required for conducting survey.
* Taxpayer’s Charter : New section 119A inserted to empower the CBDT to adopt and declare a
Taxpayer’s Charter and issue necessary orders, instructions, directions or guidelines for the im-
plementation of the Charter.

THE TAXATION AND OTHER LAWS (RELAXATION OF
CERTAIN PROVISIONS) ORDINANCE, 2020

The ordinance was promulgated on March 31, 2020 in view of spread of the corona virus
pandemic in India. Certain important features of the ordinance are :
* Extension of time limits : The time limit to com :
Income Tax Act, 1961 was extended to June 30, 2020 or such other date after June 30, 2020 which
the Central Government may notify.
* The rate of interest payable for delay in payment will not exceed 0.75% per month.
* The ordinance amendment the Income Tax Act, 1961 to provide that donations made by a person
to PM-CARES Fund will be eligible for 100% deduction.

PRESS RELEASE DATED 13.5.2020 AND

NOTIFICATION NO. 35/2020 DATED 24.6.2020 ISSUED BY C.B.D.T.
* Rates of TDS on specified payments made to residents have been reduced by 25% for the Penod
from 14.5.2020 to 31.3.2021.
¢ Tax Collection at Source (TCS) for the specified receipts has also been reduced by 25% for th
period from 14.5.2020 to 31.3.2021. ¢
* Due dates of all compliances falling between 20.3.2020 to 31.12.2020 extended to 31.3.2021 excepf
filing of LTR. for Assessment Year 2020-21, furnishing of TDS/TCS statement of 4th quarter °
Financial Year 2019-20, etc. 2020
® Though the due date for filing of ITR for Assessment Year 2020-21 has been extended to 3(),11.;3'216(15r
bulr,lnﬁj:'elief shall be provided from the interest chargeable u/s 234A if the tax liabilities exce
Z 1 lakh.
* The interest uw/s 234A shall not be levied if the self assessment tax liability of taxpayer does n?
exceed ¥ 1 lakh and I.T.R. is filed by 30.11.2020. 019-20
* Date for making various tax saving investments or payments for the Financial Year 2
(Section 80C to 80GGC(C) extended to 31.7.2020,
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INCOME TAX (INTRODUCTION AND IMPORTANT DEFINITIONS)
(xiva) A firm or a closely held company receives shares of a company from any person or persons
without consideration or for inadequate consideration (For details see chapter 10);
The profits and gains of any business of banking (including providing credit facilities)
carried on by a co-operative society with its members;
(xvi) Any consideration received for issuing shares as exceeds the fair marke
(xvii) Any sum of money received as an advance in the course of negotia
a capital asset and such negotiation fails, the amount so forfeited;
(xviii) If the assessee receives (in cash or kind) the following from the Central Government
or a State Government or any authority or body or agency it will be treated as income :
Subsidy or grant or cash incentive or duty drawback, or waiver or concession or
reimbursement.
However, if such subsidy or grant or reimbu
mination of the actual cost of the asset, it will not be treated as income.
[The subsidy or grant by the Central Government for the purpose of the corpus of a
trust or institution established by the Central Government or a State Government,
will not be treated as income, w.e.f. A.Y. 2017-18]

The LPG subsidy and other welfare subsidies received by in
in income.
Concept of Income

The above definition of income is not conelusive. It includes some other receipts also which
are ordinarily treated as income. In fact, income means a monetary income which is derived
from definite sources with some sort of regularity or expected regularity. These definite sources
of income are : Salaries, Income from House Property, Profits and Gains of Business or
Profession, Capital Gains and Income from Other Sources.

Besides this, there are some other important rules regarding income, which are as under :

(1) There should be a definite source of income.

(2) An income earned, whether legally or illegally, is taxable under the Income Tax Act. The
Income Tax Act does not make any distinction between legal and illegal income. However, any
expenditure incurred to earn an illegal income is allowed to be deducted out of such income only.

(3) It is not necessary that the income should be received regularly and periodically, say,
weekly, monthly or quarterly. Lump-sum received can also be income, provided it is income in
view of other factors and considerations.

(4) Income should be received from outside. In an institution, if the income from subscription
from its members exceeds its expenditure on its members the excess cannot be treated as taxable
income, because the subscription was received from amongst the members themselves and the
excess represents the excess of income over expenditure incurred for their own benefit or
well-being, hence this excess is not received from outside, and will not be income.

Similarly, excess over expenditure, received by a club from facilities provided to members
as part of advantages attached to such membership, is not taxable income.

[CIT vs. Bankipur Club Ltd. (1997) 226 ITR 97 (SC)]
(5) Tt is not essential that the income must be received in the form of money. Receipts in
kind or service having money equivalent can also be income.
(6) Temporary or Permanent Income. Whether the income is temporary or perman ent, it is
immaterial from the tax point of view.
(7) If an assessee has earned an income but has not actually received it, it will be treated
as the income of the assessee, because he is entitled to receive it.
(8) Reimbursement of expenses is not income. Reimbursement of actual travelling expenses
to an employee is not his income.
{9) Where under a legal obligation a charge is created on the income of a person, then to
the extent of such charge it will be deducted from his income.
(10) Receipt on account of dharmada, gaushala, etc. is not income.

(xv)
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(Press Release, dated 5.5.2015)
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INCOME TAX (INTRODUCTION AND IMPORTANT DEFINITIONS) 7
The casual income does not include :
(i) (a) capital gains; or
(b) receipts arising from business or the exercise of a profession or occupation; or
an employee, such as bonus, gratuity,

(c) ﬂmnitpm__ by way of addition to remuneration of
perquisites, etc.

(i) Voluntary payment receive
income, e.g., tips given in the ordinary way to taxi-driv
income arising from the exercise of an occupation. Similar
taxable. A receipt may be taxable as income arising from the
if the amount is received as a gift from third parties to whom the legal
and who were under no obligation to pay anything at all.

If an architect submitted a plan in a competition for construction of a buil

won by him, is income from profession.

(iii) A gift from a relative is not income at all. Birthday and wedding gifts are simplest
instances in point. A gift from a relative does not become income merely because it is repeated
year after year. A regular allowance given year after year purely as a voluntary gift by a parent
to a child or by a husband te his wife, or by one relation to another, is merely a fresh gift every
time it is paid and does not amount to income.

(iv) Payment by husband to his wife under an agreement to live ap
allowance is neither casual income nor a personal gift. Hence, it is taxable.

Other provisions relating to Casual Income

d in exercise of an occupation are not treated as casual
ers in the employ of taxi-owners are

ly, gratuities to waiters in a hotel are
legal exercise of the profession even
services were not rendered

ding, the prize

art as maintenance

(i) Expenses are not deductible. If expenses are incurred to receive casual income, such
expens®s #re not deductible from any income. For example, an individual purchases lottery
tickets, the cost of lottery tickets is not deductible from any income whatsoever. Similarly, if
postal charges have been paid for sending crossword puzzles, such charges (ex penses) are not

deductible from any income.
(ii) Set-off of losses not permitted. If instead of casual income there
cannot be set-off from any income. For example, if a person wins in a car
and loses the next day, he cannot set-off the loss against any income.
(iii) Tax deduction at source :
(a) If the winnings from horse race exceed ¥ 5,000, tax wil

prescribed rate.
(b) If the winnings from any lottery, crossw
any sort exceed ¥ 10,000, tax will be deducted a

(iv) Rate of tax. On winning from lottery, crossword puzzle,

tax is chargeable @ 30%.

Hlustration 1
State whether the following receipts are casual incomes :
(i) Mr. X received ¥ 5,000 for acting once as an arbitrator without any stipulation as to

remuneration.
(ii) Mr. Y received ¥ 5,000 for acting as an arbitrator with a clear and

for the said remuneration.
(iii) Mr. X, a decree-holder, received interest of ¥ 500 under an order of cpurt granting stay

of execution of the decree on judgment-debtor Mr. Y.
(iv) Mr. X is in the service of Mr. Y. Mr. Y’s son was lost and Mr. X

any stipulation of reward but Mr. Y gave him a reward of ¥ 500.

is casual loss, such loss
d game on the first day

1 be deducted at source at the
ord puzzle, card game and other game of

t source at the prescribed rate.
races, gambling, betting, etc.

definite stipulation

_traced him out without

Solution
(i) The receipt is of a casual and non-recurring nature as there was no stipulation for
remuneration.
uneration for acting as an arbitrator and he accepted

(ii) Mr. Y was offered a definite rem

the work of the remuneration, hence, the receipt is not of a casual nature.
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‘person’ includes the following :

(i) an individual;

(ii) a Hindu undivided family;
(iii) a company:
(iv) a firm;

(v) an association of persons or 4 body 0
(vi) a local authority; and . e .

(vii) every artificial hﬁ:.&na person, not falling within any of the preceding syh.
An individual means a natural person or 8 human being, who may be male, M.mEP_mm

child or a lunatic. .
A Hindu Undivided Family means a Hindu family which consists of all persons 1
Juding their wives and unmarried daughterg § Hsméf

descended from a common ancestor inc
A company may be defined as an artificial person created by law with perpetua] su
(¢

a common seal and shares carrying limited liability.
As per section 2(17) of the Income Tax Act, a company means :
ﬁ_ any Indian company, or
(ii) any body corporate incorporated under the law of a forei
i o gn country, o
(iii) H»ﬂ h”mwﬁmgu. association or body, whether incorporated or not mw.a ”.a&
Direct 1 an, which is declared by general or special order of the C ral
ot ect Taxes to be a company. =
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vEﬁobu bwmoﬁwmou of persons means two anuwnm.wm bmn..“.HMm.ﬂ n_um - fi o
i tion oinin,
e e b s e more indivicuals r an ot et
Bod sy mb a company or two or more companies e o u
- oe”.,_ of individuals means a conglom : e
£ hﬂ irth or testamentary dispositions
?MM m:&o&q includes EE:.&E.EU_”
cial juridical person includes a L

findividuals whether incorporated o -

Useg

» Moy,

nm.wm_aa

—.n&&.
0ard of

eration of individuals who come togehter by ch
Chanee

Municipal Corporation, District Board, ete
» ete,

Act of legislature, an i ublic co : xizis
» an idol or deity, university, ete, rporation which is established under st
An assessee VII. ASSESSER
6) wh s .Smmbmm person :
(i) whe i 1l 0 pay any tax; or (Sec. 27y
is
. ble to pay any other s
(iii) in respect of Sum ofmoney under this Act (e.g., ;
. . Ofhis ESHMmEQWQE any proceeding under thi ‘4 interest, penalty, ete.);
(iv) in respect owiromhmmmmamnﬂ of fringe wmnmmumm. Act has been taken for ¢
) mw the income owgwm%mw waam&Em urider thig Mmﬁ : r the assessment
res r i a
the ~8ﬂmma of whom any Eoowm_,m_ou I respect of ar_,nrw_cm_mu taken for the ass
(vi) in Haumwwa wE.mm by him or vwm“”nw&—sas. this Act has mmﬂhm assessable; or i
of wh T !
(vii) «Hﬂmﬁm due to gﬂnww e n&:nmmanm Q:W%Mwﬁmou“ or taken for the assessment of
i 01s dee such oth S Act h
(Vi) who is 4. ed to be €r person; as been
e an assesg n; or taken for th
 Dee ed to be €e under » € amount of
U%E&Nm&i&&%. mumqmcms assessee jn %@Ep.mnw Provision of th;
treated Sessee’, Fy N who ig de under an ; this Act; or
as an assesseq g mPIe () afte emed to be ap mmmw Provision of thig At
T that j T the death essee for some other
person, is called

N AND IMPORTANT DEFINITIONS) 9

INCOME TAX (INTRODUCTION
or a minor or a lunatic is

resentating a foreigner
foreigner or minor or Junatic.

nsible for doing any work und
For example, if a person W

deceased before his death; (ii) a person Tep
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fails to do it, he is called an ‘Assessee In Default’.
payment to another person, is liable to deduct income Lax thereon at source,

income tax therefrom, or having deducted it, does not deposit it in the Gover
he will be treated as an assessce in default for that income tax.
VIII. bmmﬁmmﬁ:ﬂé

iod of twelve months commenci

er the Act and he
hile making any
does not deduct
nment Treasury,

[Sec. 2(9)]

ng on the first day of April
is liable to pay tax on the
ssment year).

Assessment year means the per
every year and ending on 31st March of the next year. An assessee
income of the previous year during the following financial year (asse
IX. PREVIOUS YEAR

arned is known a8 previous year and the next year in which

this income 1s taxable is known as assessment year. Income tax 1s charged on the total income
of the previous year at ihe rates prescribed by the relevant Finance Act for the assessment year :
(1) Generally, previous year means the financial year immediately preceding the AY.

Financial Year begins on 1st April and ends on 31st March.
{2) The financial year (year ending on 31st March) will be the uniform p
the assessees and for all sources of income.

(3) In the case of a newly set-up business or profession or any other new source of income
begin from the date of setting up of the new

during the financial year, the previous year will f 4
business or profession or from the date of coming into existence of the new source of income and
i:o.ﬂai?:.bmmm& mnmbam_wmwh?nrmmnm&m, the first previous year may be of less than 12

months.

(Sec. 3)

The year in which income ise

revious year for all

In other words, a financial year is both a previous year as &mtmmmbmmmmmmﬁo:wummﬂ H:m
previous year for the income earned during that financial year and assessment year for the income
earned during the preceding financial year, e.8., Financial Year 2016-17 is previous year for current
income and is assessment year for the income earned during the financial year 2015-16.

Note : There is no compulsion on any assessee to close his accounts on 31st March enly. If for any reason. personal,
religious or any other ground an assessee wants to continue to close his accounts on a date different from 31st
March, he can do so. However, he would be required to make up his accounts on 31st March also, for the purpose

of submitting the Income tax Return.
The meaning of the term previous year can be better understood by the following illustrations :

Illustration 2

An assessec commences his business on :

(i) 1st July, 2015; (i) 1st October, 2015; and (iii) 1st January, 2016.

In each case, what will be his assessment year and what period will be treated as his
previous year for the concerned assessment year?

Solution
In every case his assessme
comprise of the previous year .
(i) 1st July, 2015 to 31st March, 2016, (ii) 1st October, 2015 to 31st March, 2016, (iii) 1st
January, 2016 to 31st March, 2016.

Ilustration 3

(1) Sri Ram Gopal was appointed on 1.7.2015 as lecturer in a college on probation. He was
confirmed on 30.6.2016.
Eumlbauﬁzgrimm appointed on 1.9.2015 as a lecturer against leave vacancy of Sri Ram

Nath. Sri Ram Nath joined the college on 1.2.2016.
(3) M/s Ram Lal Bhajan Lal maintain the books of account of their business on calendar

year basis. They prepared their final accounts on 31.12.2015.

nt year will be 2016-17 and in each case the following period will
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(a) substantial loss of much needed public revenue, particularly in a welfare state like
ours;

(b) serious EmEH&.mnS caused to the economy of the country by piling up of mountains of
black money directly causing inflation;

(c) large hidden loss to the community by some of the best brains in the country being
involved in the perpetual war waged between tax avoider and his expert team of
advisers, lawyers and accountants on one side, and Tax Officer and perhaps not so
skilful advisers on the other side;

(d) sense of injustice and inequality which tax avoidance arouses in the breasts of those

who are unwilling or unable to profit by it;
ethics (or lack of it) of transferring the burden of tax liability to the shoulders of the

guideless, good citizens from those of artful dodgers.

[McDowell & Co. Ltd. vs. Commercial Tax Officer (1985) 154 ITR 148]
s inserted the provisions in direct tax laws for checking tax avoidance.
opholes in the laws, tax avoidance cannot be n,wanwm& by the Courts. The
India is clearly not legislative, its role lies in interpreting the law made

(e

The legislature ha

But so long there are lo

function of judiciary in
by the legislature.

TAX PLANNING
] / ial affairs in such a way
1 may be defined as an arrangement of one’s financi n :

that Mwﬂrw_wﬂ ﬂﬁmq\gw in any way the legal provisions of an Act, full advantage _w ﬂwﬁw..m: omm.f.ﬂw
exemptions deductions, rebates and reliefs permitted under the Act, so that the burden o

taxation on an assessee, as far as possible, the least. i

emptions, deductions, rebates an reliefs D ded .

legi WMEM._W ma%wm%_“ nﬂhﬁb social and economic goals. For ma.mEu_m section mE.% rm_ww”m. _.anfﬁ“_

o e i Fom £ UL S O il b

ished i i 1 in i strially backwa T N 1y .

etablicne _,MM ﬁmmwﬂwmmmw% Nﬂm%mbmwmmu:_.bﬁhw object of the tax concession is clear, i.e. economic

district as m ! e tion 80C provides a deduction from
of industrially backward district or State. Section wwqmmﬁm e mnvom:.m it in the

have been provided by the

development pa H.U.F. saves the amount and
1income, if an En_._ﬁ&,& DL Gl : vings and investments for
gross naﬂmm schemes. The deduction has been provided to encourage saving ge of the afores aid

f the country. Thus, if a person takes the advanta e of the

his tax liability but also helps in achieving the object:
al and ethical.
t within the four c

prescribe
economic development O
deductions, he not only reduces
legislature, which is lawful, soct

Thus, tax planning is an ac

device to avoid the tax. . » .
tween ‘Tax Planning’ and “Tax Evasi e 4 socal and
ce betw Act within the four corners of ﬂwmw ?Mwwﬁ. %ﬁ eV e deliberate
s an g , e A i :
ditis nota colourable device 10 mﬂ.m.w dte e eation e ceounts inclu ding

by Hﬁmaqummmﬂﬂmﬁav of

orners of the Act and it is not @ colourable

Differen .

1. Tax ﬁrwu“bmsm i
economic objectives an
attempton the part of tax payer

downright fraud.




RESIDENCE AND TAX LIABILITYy
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Explanation 1. Exceptions to the above rules of 60 days’ stay in India :

(i) An individual who is a citizen of India and leaves India in any previous year for the
purpose of employment or as a member of the crew of an Indian ship must have stayed
in India for at least 182 days during the previous year instead of 60 days;

(ii) Ifany citizen of India or a foreign national of Indian origin, whois living outside India,
comes on a visit to India in the previous year, he must have stayed in India for at least
182 days during the previous year instead of 60 days.

In other words, in the case of individual covered by the above two exceptions only condition

(a) is to be satisfied to become a resident in India and condition (b) has no significance at all.

In exception (i) ‘employment’ includes self employment like business or profession taken

up by assessee abroad. [CIT vs. 0. Abdul Rozak (2011) 198 Taxman 1 (Ker.)]

Note - For ealculating number of days stay in India, days of entry and exit should be included in the period of stay in
India. (The Authority for Advance Rulings 1995 ITR 223 p. 462)

‘Indian origin’ means that either he or either of his parents or any of his grand parents
was born in undivided India. Further, ‘comes on a visit to India in the previous year' means that
he may come to India for any purpose, whatsoever. It may be business purpose or personal
purpose of any nature or he may come to meet his relations or he may come for a pleasure trip
only.

Explanation 2. An individual whoisaci
bound ship leaving India, the period or period
be determined as may be prescribed.

(a) Stay in India for 182 days or more

As per the first basic condition it is necessary that the individual must have stayed
anywhere in India for at least 182 days during the previous year. It is not at all necessary that
he should stay at a stretch for 182 days. His total stay for at least 182 days may be with gaps.
It is also not necessary that the entire stay should be at one place. It may be at different places

in India.
(b) Stay in India for at least 365 days during the four years preceding the previous
for at least 60 days or 182 days, as the case may be, during the previous year

If an individual’s total stay in India during the four years preceding the previous year is
for at least 365 days and rather he remains in India for at least 60 days or 182 days, as the case
may be, during the previous year he will become resident for that previous year.

Here again, it is not necessary that he should stay during the previous year in Indiaat a stretch
for 60 days or 182 days, as the case may be, or the entire stay need not be at one place only.

Additional Conditions [Sec. 6(6)(al
In fact, in order that an individual may become ordinarily resident in India, he is to satisfy
both the following conditions besides satisfying any one of the above mentioned basic conditions :
(i) he has been resident in India in at least two out of the ten previous years preceding

the relevant previous year, and

(ii) he has been in India for at least 730 days in all during the seven previous years

preceding the relevant previous year.

In condition (i) residence of two years out of ten years preceding the previous year means
that the assessee must have satisfied at least one of the basic conditions for two years out of ten
years preceding the previous year. In condition (ii) the assessee must be physically present in
India for at least 730 days during the seven previous years preceding the relevant previous year.

IL. Not Ordinarily Resident . If an individual satisfies any one of the above basic conditions
(a) or (b) but does not satisfy the aforesaid two additional conditions, he is said to be “Not
Ordinarily Resident’. [Sec: 6(6)aR

It means that in order to be classified as not ordinarily resident an individual resident has
to prove that either he has been resident in India in less than two out of ten previous years
preceding the relevant previous year or has been in India for less than 730 days during the seven

previous years preceding the relevant previous year.

tizen of India and a member of the crew of a foreign
s of stay in India shall, in respect of such voyage,

year and
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manage. The place of control and management is the place where the head and seat and directing
power are situated. It is not necessary that the control and management must be situated at
the place where the business or profession is being carried on. The place of business can _wm
different from the place of its control and management. The control and management of affairs
must be situated wholly outside India in order to make them non-resident.
IL. Not Ordinarily Resident. Firm and Association of persons cannot be ‘not ordinarily
resident’.
A Hindu Undivided Family is ‘not ordinarily resident’in India, if, its karta or manager does
not satisfy both the following additional conditions : o .
(i) He has been resident in India (according to the rules applicable to an individual) in
two out of ten vears, preceding that previous year, r.e., he fulfilled at least one of the
basie conditions to become resident for at least two years; and .

(ii) He has been in India, during the seven years preceding that previous year, for a period

amounting in all to at least 730 days.

In other words, a H.U.F. is ordinarily resident only when its karta satisfies both the w&cwa
conditions. If the karta satisfies either only one or none of the above conditions the family
becomes not ordinarily resident. [Sec. 6(6)(b)]
Note - Where during the last ten years preceding the previous year the managers or ‘Kartas' of H.U.F. had been different

from one another, the total period of stay of successive Kartas of the Family should be aggregated to determine
the residential status of the Karta and consequently its H.U.F. (Marimuthu Pilla: vs. CIT 13 ITR 186)
IIL. Non-resident. All the three types of assessees (i.e., H.U.F., Firm or A.O.P) are ‘non-
resident’ only when the control and management of their affairs is situated wholly outside India.

COMPANIES [Sec. 6(3))

1. Resident. A company is said to be resident in India in any previous year, if :
(i) it is an Indian company; or
(i) during the year, the control and management of its affairs is situated wholly in India.

W.e.f. AY. 2017-18 point (ii) will be as under :

Its place of effective management, in that year, is in India.

Explanation. ‘Place of effective management’ means a place where key management and
commercial decisions that are necessary for conduct of the business of an entity as a whole are,
in substance made.

IL Not Ordinarily Resident. A Company is never ‘not ordinarily resident’.

1I1. Non-resident. If a company does not satisfy both the aforesaid conditions of residence,
it is said to be a ‘non-resident’ company. It means neither the company is an Indian company
nor the control and management of its affairs is situated wholly in India.

EVERY OTHER PERSON [Sec. 8(4)]

) Every 35@.. person Con.m; authority, artificial juridical person, e.g., ldols) is said to be
resident in India in any previous year in every case, except where during that year the control
and management of its affairs is situated wholly outside India.

It means the residence of ‘every other person’ is determined in the same manner as of a
firm or association of persons.

In ,_almwu. only an individual and a H.UF. can be resident, not ordinarily resident or
non-resident in India. All other persons can be either resident or non-resident in India.

If a person m.m resident in India in a previous year relevant to an assessment year in respect
of any source of income, he shall be deemed to be resident in India in the previous year relevant
to the assessment year in respect of each of his other sources of income. Thus, different residential
status for different sources of income for the same assessment year is not possible.  [Sec. 6(5))

It is the duty of the assessee to prove before the Assessing Officer whether he is resident
or non-resident.
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Ilustration 5

Mr. AB a foreign citizen leaves India for the first time in the last 20 years on November 20,
2013.

During the calendar year 2014 he came in India on September 1 and stayed for a vnamom
of 30 days. During the calendar year 2015; he did not visit India at all. He came to India on
January 16, 2016 and did not left thereafter. Determine the Residential status of Mr. AB for the
Assessment Year 2016-17 if (a) he is an Indian origin, (b) he is not an Indian origin.

Solution

(a) Mr. AB, an Indian origin : ) ;

(i) During the last 20 years (upto A.Y. 2014-15) he has been resident in India. .

(ii) During the PY 2014-15 (A.Y. 2015-16) he came to India for 30 days. Hence, he is

non-resident.

(iii) During the PY. 2015-16 (A.Y. 2016-17) he has been in India for 76 days. He was not

in India for a visit for at least 182 days, hence, he is non-resident for the A.Y. 2016-17.

(b) Mr. AB, not an Indian origin :

(i) Same as above
(ii) Same as above
(iii) A.Y.2016-17 : During four years preceding the previous year, he was in India for more
than 365 days and during previous year he was in India for more than 60 days. Further,
he was not non-resident for 9 years out of 10 years preceding the previous year and
was in India for more than 729 days during 7 years preceding the previous year. Hence,
he is ordinarily resident for the A.Y. 2016-17.
Illustration 6
A Hind undivided family carries on the business of export of dry fruits from Afghanistan,
and for this purpose it has a permanent office there which is controlled by the younger brother
of the karta of the family who resides there permanently. The karta permanently resides in India
but sometimes visits his office in Afghanistan for a few days. The policy decisions are taken by
the karta but in emergency his younger brother can also take decision himself. Day to day affairs
are, however, controlled by the younger brother. What will be the residential status of the family?
Solution
As the control and management of the family business is, at least, partially situated in
India and as the karta permanently resides in India but only sometimes visits Afghanistan for
a few days, he becomes resident and ordinarily resident in India. Hence, the family is ordinarily
resident in India.
Illustration 7
Determine the residential status of the Company :
X Ltd. is an Indian company carrying on business in India as well as in British East Africa.
Its income aceruing or arising in British East Africa in the previous year far exceeded its income
accruing or arising in India.
Solution
Since X Ltd. is an Indian Company, it is a resident company. It is immaterial whether its
foreign income exceeded the Indian income or vice-versa.
INustration 8
X’ Ltd. and Y’ Ltd. are registered in Pakistan and India respectively. All meetings of Board
of Directors of X Ltd. were held in India, whereas all Board meetings of Y Ltd. were held in
Pakistan during the previous year 2015-16. Determine their residential status for the assess-
ment year 2016-17.
Solution
‘X’ Litd. is registered in Pakistan. Hence, it is a foreign company, but its whole management
and control is situated in India. Hence, it is resident in India.
Y’ Ltd. is registered in India. Hence, it is an Indian company. An Indian company is treated
as resident in India, whether its management is situated in India or abroad.
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(Sec. 9)

‘Deemed to Acerue or Arise'—eaplained :
The words ‘deemed to accrue or arise’ mean that the income has actually not accrued or

arisen in India but it is deemed to accrue or arise in India under the Income Tax Act. Under

section 9(1), the following incomes are deemed to accrue or arse in India :

ifit accrues or arises, directly orindirectly :

(1) Income is deemed to acerue or arise in India,
[Sec. 9(1)1))

(i) through or from any business connection in India; or
(ii) through or from any property in India; or
(iii) through or from any asset or source of Income in India; or
(iv) through the transfer of a capital asset situate in India.
Explanation : If all the operations of a business are not carried out in India, its income that
will be deemed to acerue or arise in India shall be only such part of the income as is reasonably
attributable to the operations carried out in India.

(2) Salary earned in India and received outside India. |Sec. 9(1)(11)]
(3) Salary payable by the government to a citizen of India for service outside India.

[Sec. X1 Xiii)]

[Sec. H1iiv)]

(4) Dividend paid by an Indian Company outside India.
(5) Income by way of interest . Interest payable by the Indian Government is deemed to
acerue or arise in India, whether it is paid on debts incurred or on moneys borrowed in India or
outside India. [Sec. 9(1)(v)]
‘ Interest payable by a person who is resident in India or by a non-resident person in respect
of any debt incurred, or moneys borrowed and used, for the purposes of a business or profession
carried on by such person in India is deemed to accrue or arise in India. But if it is payable in
respect of any moneys borrowed or debt incurred for the purposes of a business or profession
carried on by such person outside India or for the purposes of making or earning any income
from any source outside India, it will not be deemed to accrue or arise in India.
(6) Income by way of royalty. Income from royalty shall be deemed to accrue or arise in
India, if it is payable by the Indian Government. [Sec. 9(1)(vi)]
Income from royalty payable by a person who isresident in India or by a non-resident person
in respect of any right, property or information used or services utilised for the purpose of a
business or profession carried on by such person in India or for making or earning any income
from any source in India, is deemed to accrue or arise in India. If it is payable in respect of any
right, property or information used or services utilised from the purposes of a business or
profession carried on by such person outside India or for the purposes of making or earning any
income from any source outside India, it will not be deemed to accrue or arise in India.
(7) Income by way of fees for technical services. Income from fees for technical services shall
be deemed to accrue or arise in India, if it is payable by the Indian Government. [Sec. 9(1)(vii)]
Income by way of fees for technical services payable by a person who is resident in India or
by a person who is non-resident in India in respect of services utilised in a business or profession
carried on by such person in India or for the purposes of making or earning any income from
any source in India, shall be deemed to acerue or arise in India. If it is payable in respect of
services utilised in a business or profession carried on by such person outside India or for the
purpose of making or earning any income from any source outside India, it will not be deemed
to accrue or arise in India.
The income from following shall not be deemed to accrue or arise in India for non-residents:
@ Merely purchase of goods in India for export.
@ Collection of news and views in India for transmission out of India for business of running
a news agency or publishing magazines etc.
@ Shooting of a cinematograph film in India.
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Income accrued outside India but received in India :

(a) Profit from business in Iran received in India 5,000 5,000 5,000

(b) Income from house property in Iran received in India 500 500 500
Income accrued outside India and not received in India :
{c¢) Income from house property in Pakistan deposited in
a bank there 1,000 - —
(d) Profits of business established in Pakistan deposited in
a bank there, the business being controlled from India 20,000 20,000 —
(g) Income from agriculture in England 5,000 i -
(h) Past untaxed foreign income brought into India during
the previous year — == —
z 39,500 33,500 13,500

Total Income
Note - Past untaxed foreign income brought into India in the previous year 1s
previous year.
Itlustration 10

Discuss the assessability of the following items of receipts in the case of resident but not
ordinarily resident :

(a) A sum equivalent to ¥ 40,000 was earned from a business in the U.K. but the profits
have been remitted to India. The assessee used to attend the business only when he was in U.K.

(b) Remuneration of 20,000 due to him for services rendered in Singapore was credited
to his Bank acecount in Singapore and immediately thereafter remitted to India.

(c) Remuneration of ¥ 20,000 due to him from an Indian Company carrying on business in
Singapore for services rendered in Singapore and the same having been directly deposited by
the Indian Company in his bank account in India.

Solution

‘(a) In the case of a not ordinarily resident foreign income is taxable in India if it is derived
from a business controlled from or any profession set-up in India. In this case the income of
7 40,000 is not derived from a business controlled from India merely because he attends to the
business while in U.K. and hence, this income is not assessable. He has also not received the
income in India, as the profits were first received in the UK., and then remitted to India. Receipt
is only when it is received for the first time and not the subsequent remittance of it. Hence, it
is not assessable even on receipt basis.

(b) As the remuneration was received in Singapore for services rendered in Singapore and
was subsequently remitted to India, it is a case of income that accrued and was received outside
India, hence it is not assessable in India.

(c) As this remuneration was for the first time received in India, as it was directly deposited in
his bank account in India, it will be assessable on receipt basis.

Illustration 11
- m,om__w_oégm are the particulars of income of Shri Naresh Sharma for the previous year
5-16: ¥

not taxable as it is not income of the

1. Profit from business in England received in India 12,000
2. Income from house property in Pakistan received in India 2,000
3. Income from house property in Bangladesh deposited in a bank there 4,000
4. Profit from business in Indonesia deposited in a bank there, this business

is controlled from India 5,000
5. Income acerued in Bhopal but received in Singapore 6,000
6. Profit from business in India 15,000
7. Past untaxed foreign income brought into India during the previous year 20,000

From the above particulars; compute the total income of Shri Naresh Sharma for the
assessment year 2016-17, ifhe is (a) Resident, (b) Not Ordinarily Resident, and (¢) Non -resident.
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Exempted income is that income on which income tax is not chargeable. Exempted incomes

are not even included in total income.
Exempted incomes can be classified in the following categories :
(a) For all assessees;
(b) For employees; and
(c) For institutions.

(a) For all Assessees [not covered under (b) or (c)]
(1) Agricultural Income. Such income is exempt if agricultural land is situated in India.
For details see chapter on ‘Agricultural Income’. [Sec. 10(1)]
(2) Sums received from H.U.F. Any sum received by an individual as a member of a Hindu
Undivided Family out of income of the family is exempt from tax. [Sec. 10(2)]
(3) Share of income of a partner from the firm. A partner of a firm will be exempt from tax
on his share of income in the firm, which shall be computed by dividing the taxable profits of
the firm in the same proportion as the profit sharing ratio mentioned in the partnership deed.
[Sec. 10(2A)]
(4) Payments under Bhopal Gas Leak Disaster Act, 1985. Such payments received by a
person will be exempt from tax but any payment in this connection for which deduction has
already been allowed will not be exempt. [Sec. 10(10BB)]
(5) Compensation of disaster. Any amount received or receivable from the Central Govern-
ment or a State Government or a local authority by an individual or his legal heir by way of
compensation on account of any disaster shall be exempt. [Sec. 10(10BC)]
However, such amount to the extent allowed as a deduction under this Act on account of
any loss or damage caused by such disaster shall not be exempt.
(6) Life Insurance Money. Any sum received under a life insurance policy including bonus
shall be exempt. [Sec. 10(10D)]
Exceptions. The amount shall not be exempt in the following cases :

(i) Amount received under a Keyman insurance policy.
ived under an insurance policy issued after 31.3.2003 but before 1.4.2012

(ii) Any sum recer
in respect of which the premium payable for any of the years during the term of the
policy exceeds 20% of the actual capital sum assured.

(iia) Any sum received under an insurance policy issued after 31.3.2012 in respect of which
the premium payable for any of the years during the term of the policy exceeds 10%
of the actual capital sum assured.

(iib) Any sum received under an insurance policy issued after 31.3.2013 in respect of which
the premium payable for any of the years during the term of the policy exceeds 15%
of the capital sum assured, if the policy is for insurance on life of any person, who is

(a) a person with disability or a person with severe disability; or
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- EXEMPTIONS FROM TAX

(8) Educational Scholarship. Scholarships granted to meet the cost of education, whether by
government or any other organisation are fully exempt. [Sec. 10(16)]

(9) Allowances of M.Ps., M.L.As. and M.L.Cs. : [Sec. 10(17)]
(i) Daily allowances (Entire amount is fully exempt);

(ii) Any other allowances received by any member of P
exempt);

arliament (Entire amount is fully

(iii) Any constituency allowance received by a mem
Act or rules made by that State Legislature.
(10) Awards : Any payment made, whether in cash or in kind [Sec. 10(1TA)]
(i) as an award instituted in the public interest by the Central Government or any State
Government or by any other body and approved by the Central Government in this
behalf; or

(ii) as a reward by the Central Government or any State Government mE._ such purposes

as may be approved by the Central Government in the public interest is fully mxma.vﬂ.

Under clause (ii) the Central Government has approved the Swatantrata Sainik Pension
Scheme, 1980.

(11) Pension of gallantry awardee. Pension
service of the Central or State Governments an
“Mahavir Chakra’ or “Vir Chakra’ or such other gal
notify shall be exempt. [(Sec. 10(18)]

(12) Family pension of a member of armed forces. Family pension received by the widow or
children or nominated heirs of a member of the armed forces (including paramilitary forces) of
the Union, where the death of such member has occurred in the course of operational duties
shall be exempt provided the prescribed conditions are satisfied, [Sec. 10(19))

(13) Annual value of one palace of Rulers of Indian States. The annual value of one palace
in the occupation of a Ruler of an Indian State is fully exempt. [Sec. 10(19A)]

If a portion of the palace is let out on rent, annual value of such portion is not exempt.

[Maharaval Laxman Singh (1986) 160 ITR 103]
(14) Income of Scheduled Tribes. The following incomes of members of scheduled tribe
residing in any tribal area or in the States of Arunachal Pradesh, Manipur, Mizoram, Nagaland,
Tripura and Sikkim or Laddakh region of the State of J. & K. are fully exempt :

[Sec. 10(26)]
(i) which acerues or arises to them from any source in the tribal area or States aforesaid; or

(ii) by way of dividend or interest on securities wherever accrues or arises.
(15) Certain income of Sikkimese : [Sec. 10(26 AAA)]

The following incomes of an individual being a Sikkimese (as defined in the Act) shall be
exempt :

(i) Income from any source in the State of Sikkim; or
(ii) Income by way of dividend or interest on securities.

__ However, if a Sikkimese woman marries on or after 1.4.2008 with a non-Sikkimese, she
will not be entitled to the exemption.

ber of any State Legislature under any

received by an individual who has been in
d has been awarded ‘Param Vir Chakra’ or
lantry award as the Central Government may

(16) Any income of an agricultural produce market committee or board constituted under
any law for the purpose of regulating the marketing of agricultural produce. [Sec. 10(26AAB)]
(17) Subsidy from Tea Board. In the case of an assessee who carries on the business of
growing and manufacturing tea in India, the amount of any subsidy received from or through
the Tea Board for the following purposes shall be exempt : [Sec. 10(30))
(i) Replantation or replacement of tea bushes; or
(ii) For rejuvenation or consolidation of areas used for cultivation of tea.

_ Such exemption will be available only .
his return a certificate from the Tea Board as to the amount of subsidy received by him during
the previous year.

(18) Subsidy received by planters. The amount of any subsidy received by an assessee
engaged in the business of growing and manufacturing rubber, coffee, cardamom or othe
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(27) Income from international sporting event. Any specified income (notified by the Gm.ﬂﬁﬂw_
xempt if the

[See. 10(39)]

(i) The sporting event is approved by the international body regulating the international
sport relating to such event.

(ii) More than two countries have participated in the sporting event.

(28) Income of Subsidiary Company. Any income of any subsidiary company by way of grant

f thyd or otherwise received from Indian holding company engaged in the business of generation,
mmgwﬁ. transmission or distribution of power shall be exempt if :

[Sec. 10(40)]

(i) the receipt of such income is for settlement of m:m.ﬂ.n in connection with reconstruction
or revival of an existing business of power generation; ) . L

(ii) the Indian company is formed before 30.11.2005 with majority equity participation by
public sector companies and notified by the Central Government before 31.12.2005.

(29) Specified Income of a Body or Authority. Any specified income arising to a body or

[Sec. 10(42)

(a) has been established or constituted or appointed under a treaty or an agreement
entered into by the Central Government with two or more countries or a convention
signed by the Central Government;

(b) is established or constituted or appointed not for the purposes of profit; )

(c) is notified by the Central Government in the Official Gazette for the purposes of this
clause.

Explanation. ‘Specified income’ means the income, of the nature and to the extent, arising

(b) Income received in respect of units from the Administrator of the specified E&E.En._ﬁn to the body or authority which the Central Government may notify in this behalf.

(c) Income received in respect of units from the specified company.
However, the income arising from transfer of aforesaid units shall not be exempt,

(30) Any amount received by an individual as a loan, either in lump sum or in instalment,

in a transaction of reverse mortgage shall be exempt. [Sec. 10(43)]

(24) 1 ity Share i arising
asset, E:Mma&!:m%s mﬂp“ﬂ&mﬂ Sahwwhow_mwoﬂm%w% “ﬂﬂwmwmﬁu wmow WMW..SE Capity (31) Allowance or perquisite paid to the Chairman or member of the Union Public Service
after 28.2.2003 and before 1.3.2004 and held for a period of twelve months or more. a) Purchgg, Commission : [Sec. 10(45)]

(25) Capital gains on transfer of Agricultural land. Any capital gain arising on [Sec. 1003

Any allowance or perquisite paid to the Chairman or a retired Chairman or any other

of agricultural land situated in an urban area shall be exempt subject to the m.c:cémbmﬂtm trangg, member or retired member of the Union Public Service Commission shall be exempt, provided

. ' conditiops. it is
i) The Sgrieultural landis owned by an individual or a HUF (Sec. 1o
: ural land was, in th i . _
being used either by 1y m.mw. ¢ two years immediately preceding the date of trang,

so notified by the Central Government.
(82) Income from newly established Units in Special Economic Zones. (Sec. 10AA)
Who is entitled to deduction. An undertaking being the Unit, which fulfils the following

_ conditions :

(i) It begins to manufacture or produce articles or things or provide any services (including
computer, software) after 31.3.2005 but before 1-4-2020 in any Special Economic Zone.

compensation or congider ation or consid, (ii) It is not formed by splittin th truction of a busi already in existe
ati ideration ii) It is not formed by sp g up or the reconstruction of a business already in existence.
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[Nothi saction s chargeq}, . Or unit of a busines (ii) 50% of such profi i
ot ing contained in () rm,mm le to Securitis T ; ii of such profits and gains for further five assessment years.
#mbmﬂ:w_.w located i any Tntery shall apply ¢, o ansaction Tyx (iii) For the next five consecutive assessment years, 50% of such profits and gains or the
ction is paig ational Fingn;a oo saction ung t debited to P & L A/c and credi ‘Speci i i
Homeree. r payable in for ancia] § ervices (s ertaken op 4 Fadsiiuai i amount debi ‘c and credited to the ‘Special Economic Zone Re-investment Allowance
book-profi Emm Hmam.ga capital g "e1gn currency, y, o P uwaﬂqm and the consider: w.uum fi y uch Reserve Account’, whichever is less.
- 4 amp___.mw . 4l of g compapy mrr: rm 2017-18) ation for s Where a deduction has been claimed and allowed in this section in respect of any specified
) s&m_ aa_mwoac.am m“:@ Orienteq fung: taken jng,, TR » business (see Sec. 35AD) for any assessment year, no deduction shall be allowed under sec. 35AD
domestic an 65% of the iy, v fung Xy Compuis in relation to such specified business for the same or any other assessment year.

.y : Com ; g :
(i) which hag ammﬂﬂ”w”wa :ﬂn estible funqq
er g 8

Utilisation of the amount credited to reserve account. The amount credited to the Reserve

Account should be utilised :

(i) for acquiring machinery or plant which is first put to use before the expiry of three years next

following the previous year in which the reserve was created; and
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8 jato machi® ot . e_ B i EXEMPTIONS FROM TAX EEEEE——
T il the acquisitio® R way m&ﬁn._hﬂmm i or for 353. (b) For Employees
(ii) unti . b . ia. i : s ¢
undertaking. cannot be &mu.uw Mnﬁuwwﬁmw.mw cuﬂm_mm b d (1) Leave Travel Concession to an Employee . See the chapter on Salaries, mﬁf.#mﬂ““ﬂw%.@@”
t on. 0 it .
However, the amoun! creation & 7 <4 Perquisites’. , L
outside India as profits or 7 B¢ .y cion ' s 104, itshall b entitled to dedugy, (2) Allowances or Perquisites outside India. See the chapter on ‘Salaries, ..msc,w%%m
Exceptions regarding Per d exemptio? 2 %} +Allowances’ and ‘Tax-free Perquisites’. = Diff mnﬁ.m s
(i) Where the Unit has claime! fore the ncBBmunmEmua oM.mum w_umnmm_ R . (3) Death-cum-retirement Gratuity. See the chapter on ‘Salaries’, sub-head ‘Di MMMM. w%ﬂ.ﬂ:
| the unexpired period. . ayailed, be ore tive assessment years, j¢ o of Salary’. il . .
E:ﬂrma the Unit rwm% _Mmm%m ﬂ.__uﬂ for ten b rw:.gﬁ (4) Commutation of Pension. See the chapter on ‘Salaries’, sub-head D.@JMMM ﬂ.ﬂﬁﬁ .pw“,
[) 5 \ e .
Noa,mw %ﬁ_% o%wm,mwm MMMM” this section. il derived from the aforesaid busineg - Salary'. - Sae the chapber on ‘Salaries’, sub-head
eniatiec.co.ow 4 for mm.&__..nb.b? eS8 of the Unit, the same tﬂovoﬁm _E. (5) Leave Salary or Encashment of Earne ave . (Sec. 10(10AA)]
Computation of Profits Gts of the busines® " rried on by the undey a4,  ‘Different Forms of Salary’. - 10C
th t which bears to the pro f the business Crtalkip, ¢ : he chapter on ‘Salaries’, sub-head ‘Different
- Euw:a ver bears to the total turnover © ideration in respect of export 1, ., & (6) Compensation on Retrenchment. See the chapter ' (Sec. 10(10B)]
‘export turnover = the consl E g %—._u. ; mmm.mm—,—uw\ ec.
() turnover’ means nto, India by the asge e, Formso ! . :
wﬂrmmﬁﬁauﬂn Em_“ mu%am__._”w&omm received D, OF E.o:mrﬂ » ' means taking good e, (7) Compensation on Voluntary Retirement. See the chapter on ‘Salaries, wcvasm.& .HWQ&.M%M
: _m: .m_uan: in ammsou to the Special m%umﬂm WJN& sea, air or by mhw Mﬂ%&ﬁ Forms of Salary'. T A w_m.mwm.
) ; i 2 i lue of Perquisites. See .
services out of India from a Special Economic er g (8) Tax Paid by Employer on the Va (Sec. 10(10CC)]
whether physical or otherwise. iation allowan . s
Withdrawal of certain benefits : () The unabsorbed %Mﬂnﬂb m@mﬁ&.ﬁnnwm the :bm.amer (9) Payment from Statutory Provident Fund. See the chapter on ‘Salaries’, mﬁ.m.%mwn
capital expenditure on scientific research, the cumamw-.mw % HM 2006 will not b i meb:F ‘Payments Received from Funds'. . ) ﬂm.mn. )|
ning relating to the relevant assessment years ending before 1.2. € Carrieq ?;ﬁ. (10) Payment from Recognised Provident Fund. See the chapter on Salaries’, sub-head
and set-off, e SR e i ‘Payments Received from Funds'. [Sec. MWHNVM
(ii) Unabsorbed business losses or loss under ke hea 810 the rel,, (11)P t d Superannuation Fund. See the chapter on ‘Salaries’, sub-hea
assessment year ending before 1.4.2006 will not be it moamu.m el i .wmwﬂmbnmnmﬂﬂoﬂﬂd.memo”ﬂwcﬂwm,. s [Sec. 10(13)]
(iii) No deduction shall be allowed w/s 80-IA or section mc._n.w m relation to such Profit (12) House Rent Allowance . See the chapter on ‘Salaries’, sub-head ‘Allowances’.
Set-off of loss. Business loss or loss under the head ‘capital gains’ relating to the busi, [Sec. 10(13A)]
of the Unit shall be allowed to be carried forward or set-off. ey

Deduiction i ; (13) Special Allowances for meeting certain expenditure. See the chapter on ‘Salaries’,
is H.Euwwﬁwmﬂa case of amalgamation or demerger. Where a CHE.. which is entitled to deduyc: sub-head ‘Allowances’. [Sec. 10(14)]
o mEEﬂMﬂsmzonmﬁ.m%wm expiry of the period specified in this section to another Uniting m&m” (¢) For Institutions
merger ; L .
{a) No deduction shall be allowed to thi . (1) Income of @ Local Authority. Following incomes of a local authority are exempt :
mﬂnum@ for the previous u.mmabﬂan mﬂﬂ__ﬁwmg:m or the demerged Uni being, [Sec. 10(20))
e

m_u‘._ d . : NENE.OE“ or Em AHQHD.QH, e mH i) ‘In fr »
o leduction mwswg allowed to the other Unit for the unexpired vm..mo%. gk bl hww .o,n_.uw.uuwmm O%Mc%«wm FER
EUTIRIE |.|D_M.>W.~_ EXEMPTED INCOMES : AT A GLANCE (iii) ‘Income from Other Sources’, or
_.IH_ e Exempted Income & RIS (iv) From services or a business carried on by it within its own jurisdiction, or
2. Recaipt Maﬁwhﬂnu%wlm land is situated in Indig ———— | Exemption Limit ) .mH.cB.ﬁFm supply of water or electricity outside its jurisdiction.
3. Share of income of g . Exempt Explanation. ‘Local authority’ shall mean : (i) Panchayat; or (ii) Municipality; or
_ 4. Interest on 79 omu:w_ HM”MMME the firm Exempt (iii) Municipal Committee and District Board, legally entitled to, or entrusted by the Govern-
o m.nﬂm__w““wmm Bonds, 2003, ramﬁm_%_owomﬂaﬂ 8% Relief B onds, 2005, Exempt ment with, the control or management of a Municipal or local fund; or (iv) Cantonment Board.
[ ¢ oo %se,% vings Bank Account, et | Rkemiot .GS Income of Research Association. Any income of a research association approved under
7. Incomsofs e anﬁvn section 35(1)(ii) or under section 35(1)(iii) is fully exempt. [See. 10(21)]
g, paront » Which hag beep included in gh mNmew Exemption shall be available to a research association which undertakes scientific research
Y c.n_.usm from units of Unit Sep € Income of Exempt or research in social science or statistical research, provided such research association is
ividend from g g ; eme, 1964 “empt upto ¥ 1,500 foreach . =
10, Capital gaier s %Emmsn Ompany op 1. minor child approved and notified w/s 35(1)(i1) or 35(1)(1i1).
| 11 LTCG on transfe, cwMMﬂw& Mﬁm&?? ..EOMMM from Unigg, Exempt (3) Income of News Agency. The income of a notified news agency set-up in India solely fo
C g wﬂﬁwﬂﬂ MEJ:@ qggnm %:am.”w Units g MwEBE _ collection and distribution of news, shall be exempt if the following conditions are satisfied :
T o Sukanys Samggy; e been paid i 0ted fung | : ek s
riddh, fmmcl_fsjmjfr e (i) The news agency applies its income or accumulates it for application solely fc
wwm“”w” collection and distribution of news.

e S A i Ll (ii) It does not distribute its income in any manner to its members.
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This income is exempt o&?ﬁﬂﬂ ap
(i) The association om instl
for its objects; and . .
o mmmoﬁ,mm_.on s Fund. The income derived by any R

Government. Publi s x egi
: Fund or Now: the Union for th Mgy
a:ﬁ%.m,ﬂrg?u@ o fahed by the armed %ﬁﬂ MM.H s e hsﬂmywmg iy,
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M%___wmmmm MH%R members and their %WMM“M”NM or their E%mgmna ts. Income of Mc“m.mr
(6) Income of a Fund for Welfare or their dependants, if such employeeg E_Mg.w

fund established for the ia.._“w._.m of mﬁ!ﬂ@%
members of this fund, shall be exemp ; ther Insurer. The i :
(7) Income of Pension Fund set-up by LLC. of India oro MMMM Jmcmwﬁﬁ
provided the fund is set-upby: : t A t 1996 : Ady
(i) the Life Insurance Carporation of India on or after 15t August, 1996, under , Pe,
scheme, or : 0
e s : ch contribution is made b
(ii) any other insurer under a pension scheme to which ct Y any
for receiving pension from such fund and which is approved by the Ocﬁaﬁﬁ
Insurance/the Insurance Regulatory and Development Authority. t
(8) Income of Khadi and Village Industries . The income of an institution establisheg,
trust or society for the purpose of development of Khadi and Village Industries (not for Em_
from the production, sale or marketing of Khadi or products of Village Industries is fully exeny
; [Sec. 10(23p;
Board, The income of Khadi anq Villg
by or under a State or Provincial Act for the devely
[Sec. 10(238p;
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[Sec. 10(23BBAl
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gains from investment
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[Sec. 10(23BB0I
ty shall be exemy*
[Sec. 10(23BBE)

be exempt.
[Sec. 10(23B80)
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____ EXEMPTIONS FROM TAX I
Prasar Bharati (Broadeasting Corporation of India) shall be
[Sec. 10 (23BBH)]

(14A) Any income of the

exempt.

(15) Income of Specified Charitable Funds. The income of the following funds or trusts is
[Sec. 10(23C))

fully exempt :
(i) The Prime Minister’s National Relief Fund:
(ii) The Prime Minister’s Fund (Promotion of Folk Art);
(iii) The Prime Minister’s Aid to Student Funds;
(iv) The National Foundation for Communal Harmony;
(iva) Swachh Bharat Kosh;
(ivb) Clean Ganga Fund;
(v) Any university or other educational institution existing solely for educational purposes
and not for purposes of profit :
(a) which is wholly or substantially financed by the Government; or
(b) the aggregate annual receipts of such university or educational institution do not exceed

one crore rupees; or

(¢) which may be approved by the CBDT; .
Any hospital or other institution for the reception and treatment of persons suffering

(vi)
from illness or mental defectiveness or for the reception and treatment of persons
during convalescence or of persons requiring medical attention or rehabilitation,
existing solely for philanthropic purpeses and not for purposes of profit :
(a) which is wholly or substantially financed by the Government; or
(b) the aggregate annual receipts of such hospital or institution do not exceed one crore

rupees; or
(c) which may be approved by the CBDT;
Any other Fund or Institution established for charitable purpose and approved by the

prescribed authority;
Any trust or institution established wholly for public religious purpose or public

religious and charitable purpose which is approved by the prescribed authority.
However, any anonymous donation shall be included in the total income.
Accumulation of Income. A trust, institution, university, other educational institution,
hospital or other medical institution can accumulate its income for the objects for which it is

established.
Where more than 15% of income is accumulated the period of accumulation of amount

exceeding 15% of its income shall not exceed five years.
(16) Income of Mutual Fund. Any income of a notified Mutual Fund set- up by a public sector
bank or a public financial institution or authorised by the SEBI or the Reserve Bank of India,
[Sec. 10(23D)]

is fully exempt.
(17) Any income of a securitisation trust from the activity of securitisation shall be exempt.
[Sec. 10(23DA)]
(18) Income of Investor Protection Fund from recognised stock exchanges [Sec. 10(23EA))]

The following income of such Fund set-up by recognised stock exchanges in India, either jointly

(vii)

(viii)

or separately, is exempt :
The income by way of contributions received from recognised stock exchanges and the

members thereof .
Where any amount standing to the credit of the Fund and not charged to income tax during
any previous year is shared, either wholly or in part, with a recognised stock exchange, the

amount so shared shall be deemed to be the income of the previous year in which such amount
is s0 shared and shall accordingly be chargeable to income tax.
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EXEMPTIONS FROM TAX

(iii) The income received by the Board of Trustees constituted under the Coal Mines Provident
Fund Act, 1948; or

(iv) Income received by the trustees under the Employees’ Provident Fund Act, 1952, on behalf
of the Deposit-linked Insurance Fund.

(24) Income of the Employees’ State Insurance Fund is exempt. [Sec. 10(25A)]
(25) Income of a body for promoting interest of Scheduled Castes or Scheduled Tribes. The

income of a corporation established by a Central, State or Provincial Act or any other body,
institution or association wholly financed by government, which is formed for promoting the
interests of the members of the Scheduled Castes or the Scheduled Tribes or backward classes,
is fully exempt. [Sec. 10(26B)]

(26) Income of Corporation set-up for the benefit of Minority Community. Any .Eoc._.bm ofa
corporation set-up by the Central Government or any State Government for promoting the
interest of the members of a minority community, shall be exempt. [Sec. 10(26BB)]

Minority communities are (i) Muslims, (ii) Christians, (iii) Sikhs, (iv) Buddhists and
(v) Parsis. [Notification No. 613(E) dated 5.7.1995]

(27) Income of a Corporation. Any income of a corporation established by a Central, State
or Provincial Act for the welfare and economic upliftment of ex-servicemen being the citizens of
India, shall be exempt. [Sec. 10(26BBB)]

(28) Income of a Co-operative Society formed for Promoting the Interests of Scheduled
Castes or Scheduled Tribes. The income of a co-operative society formed for promoting the
interests of Scheduled Castes or Scheduled Tribes is fully exempt. [Sec. 10(27)]

(29) Income of Board, etc. Any income accruing or arising to the following shall be
exempt : [Sec. 10(29A)]

(a) The Coffee Board: (b) The Rubber Board; (¢c) The Tea Board; (d) The Tobacco Board;
(e) The Marine Products Export Development Authority; (f) The Agricultural and Processed
Food Products Export Development Authority; (g) The Spices Board; (h) The Coir Board.

(30) Any Income by way of distributed income received before 1-6-2016 from a securitisation
trust by an investor of the said trust shall be exempt. [Sec. 10 (35A)]

(31) Income of New Pension System Trust. Any income received by any person for, or on
behalf of, the New Pension System Trust, shall be exempt. [Sec. 10(44)]

(32) Income of a body or authority or Board or Trust or Commission : [Sec. 10(46)]

Specified income of the above mentioned person shall be exempt, if :

(a) It has been established or constituted by or under a Central, State or Provincial Act or
constituted by the Central Government or State Government, with the object of regulating or
administering any activity for the benefit of the general public.

(b) It is not engaged in any commercial activity.

(c) It is notified by the Central Government for the purpose of this clause.

“Specified income” means the income of the nature and to the extent arising to it, as notified

by the Central Government.
(33) Income of Infrastructure Debt Fund : [Sec. 10(47)]
Any income of Infrastructure Debt Fund shall be exempt provided it is set up in accordance
with the preseribed guidelines notified by the Central Government.
(34) Income received in India in Indian currency : [Sec. 10(48)]
Any income received in India in Indian currency by a foreign company on account of sale
of crude oil or any other goods or rendering of services, as may be notified by the central
Government, to any person in India shall be exempt if the following conditions are satisfied.
(i) Receipt of such income in India by the foreign company is pursuant to an agreement or an
arrangement entered into by the Central Government or approved by the Central Government.
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11.
12.

13.

14.

15.
16.

17.

18.

19.

20.
21.
22,

23.
24,

25.

26.

27.
28,

29,
30.
31.

32.

(b) Other Allowances
(c) Constituency Allowance

Awards made by the Government
in public interest.
Pension of gallantry awardee

Family pension

Annual Value of one palace of Rulers
of Indian States.
Income of Scheduled Tribes.

Income of Sikkimese

Income of Agricultural Produce Market
Committee

Subsidy from Tea Board for replantation
or replacement of tea bushes or for
rejuvenation of area under tea cultivation.

Subsidy received by planters, for replanta-
tion or replacement of rubber, coffee, car-
damom, etc., or for rejuvenation of area
under cultivation of such commodities.
Income of his minor child included in the
i of the

Income from units of Unit Scheme, 1964.
Dividend from domestic company.

Income of a shareholder on account of buy
back of ghares

Income from units.

Income from transfer of eligible equity
shares.

Income from transfer of agricultural
land.

LTCG from transfer of shares or units of
equity oriented fund or unit of a business

trust.
Income from international sporting event.

Income of subsidiary company.

Specified income of a Body or Authority
Loan received under reverse mortgage

Allowance or perquisite received by the
Chairman or Member of the UPSC
Income from newly established unit in
Special Economic Zone

(b) For employee—See chapter on Salaries.

_ EXEMPTIONS FROM TAX_

Members of Parliament.

Members of Legislature.
All assessees.
Individual

Widow or heirs of a
member of armed forces

An individual.

An individual.

An individual.

All assessees who are
growing and manufac-
turing tea.

All assessees who are
hu.cﬂizm and manufac-
turing rubber, coffee,
cardamom in India.

Individual assessee.

Individual or HUF.

All assessees.

Individual

Unit

Member of armed forces died in the
course of operational duties.

If any part of the palace is let out, its annual
value will not be exempt.

Provided that : (i) he resides in Tribal
area or Nagaland, Manipur, Tripura,
Arunachal Pradesh or Mizoram or Sik-
kim or Laddakh region of J & K, (ii) the
income arises from any source in tribal
area or places stated above or by way of
dividend or interest on securities.

The company will have to submit the
certificate received from the Tea Board
regarding the amount of subsidy along
with its Return of Income.

—Do—

Exempt upto the actual amount so in-
cluded or ¥ 1,500 in respect of each minor
child.

Consideration received after 31.3.2004.

Securities transaction tax paid on such
transactions.

Event held in India.

Grant etc. received from Indian holding
company.

Exempt for fifteen consecutive years.
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64 [ncome from Hanyup I
onty Gains, 0 )
i¢) For Institutions : Authorit Eﬁ;cﬁ_._ _...,2,2.1“_
1. Certain incomes of Local AV rch Provided
geientifi€ mﬂa mo.n_.a_ H.E.WM __:.“:
) ' _.ﬁ__ gociation; h. {
2 Incomse of Research Association Mm“”n%_ rch funds only in inves
ntmmns._wa& : 11(5) with certain
News Agency: for
3 Income of News Agency. news; (i) it dees not d;
to its members,
" : Provided that, it applin.
_gation having PPhies tp,
, Any instift come or accumulates ; Why
. tutes. AT trol, su- 10 ; ates |t e,
4. Income of Professional Institu its e._.w_ﬂ.“.pv_..“u“.ﬂuﬂaﬂ ar  solely for its objec ts, for mnvr_ﬂm_
Pcragement of the
profession of law,
medicine, accountancy,
ture, ete.
n L :menta] Fund or =
3. Income of wn&uhu@nnn._ Fund or Non- Nm@ﬁ—mﬂ..
Public Fund established by the armed Non-Public Fund.
forces for the welfare of their past and
present members on their dependents.
6. Income of a Fund for welfare ofemployees Fund. Fund is approved by the Copy:.
or their dependants. : and is used for its objects only iy,
7. Income of Pension Fund set-up by LIC. Pension Fund of L.I.C. =
of India.
8. Income of Khadi and Village Industries. Public charitable trust Provided that : (i) it apolie -1 -
or megictered sociely accumulates it o LCS 8 ooy
ccumulates it for applicatiop for g

which isengaged in the development of Khadi
: S & Vi
ﬂ?sEBE, of Khadi & mEﬂmmm (i) it should be mvﬁw“m”m” A
i il : llage Industries, Khadi & Village Industries Comp; i
- e of Khadi and Village Industries Statutory Khadi and By
oard established under a State Act,  Village Industries o
Board.

S. Fgmohnuﬂgb .
dministrati uthority for the - Statutory
n.gﬁ.uﬁzﬁﬂrﬂeﬁﬁ : ...ﬁn&.ﬁ.

11. Foosnﬁm.navowuhﬂ.,.r 3 :

munity,

12. Income of SAARC, ;
13 Income of Ingyrs SAARC
U@dﬁ?ﬁuﬂuﬂn gggg and s

14. Income of the

Income from interest divi :

* ) dends or cap
tal gaing from j b _
its : 1nvestments made oul o

14A. Income of Pragar
fonarati (Broadosting

Qn_.vaﬁumnn _&.E

g

15

21A.

22,

23.

24.

25.

27.

28,

29.
30.
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Income of Specified Charitable Funds

EXEMPTIONS FROM TAX

Educational Institution.

Hospital.

Mutual Fund estab-
lished by any public sec-
tor bank, publie financial
institution, or authorised
by the Securities and
Exchange Board of India

or the RBL.

Income of Mutual Fund

Income of securitisation trust

Income of Investor Protection Fund from

recognised stock exchanges.

Income of Investor Protection Fund from

commodity exchanges.

Contribution received from a depository

Income of venture capital fund or venture  Venture Capital Fund or

capital company Company.

Income of Business Trust Real Estate Investment
Trust and Infrastruc-

ture Inveatment Trust

Income of Registered Trade Unions and Registered Trade

Association of Trade Unions from House Unions and Association
of Trade Unions.

Property and Other Sources.

Income from interest on securities and Trusts of funds for

profit on sale of securities held by the retirement benefits.

trustees of provident funds, approved

superannuation fund, gratuity fund, etc.

Income of Employees' State Insurance ESI Co.

Fund

Income of body for promoting interest of Statutory Corporation or

Scheduled Castes/Scheduled Tribes. any other body or in-

stitution wholly financed

by the government.

Income of Corporation for benefit of Corporation.
Minority Community.

Income of a Corporation.

Income of Co-operative Society formed Co-operative Society.
for promoting interest of Scheduled

Castes/Scheduled Tribes.

Income of Certain Boards.
Income received from a securitisation

»&Emn
Income of New m_m”F&E_ System Trust, — —

65

(1) Following funds
National Relief

it.; (b) Public
ritable Trust

vernment

Its abject should not be to earn profit
Ita object should not be to earn profit
Should be notified by the Central Govern-

ment

Contribution by Recognised Stock Ex-

changes
Contribution by Commodity Exchanges.

Income from investment in a venture
capital undertaking.

Interest income from a special purpose
vehicle.

Members of the Society should be only
other Co-operative Societies formed for
similar purpose and the Society should be
financed by the government.
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i qu:_
o y employed ! o :
(i1) If a person here, the 1eave § (b) Where a person or his heir receives exgratia payment from the Central Govern-
for the leave period the i e nti
coy frer having . ment/State juent upon injury to
{1 .: a _.x.wmezw” him in the _.A_Emun aa._ﬁrwu\ma and js :.zsﬁ. the person/de Z
:qm upu.ﬂmﬂammnﬂﬁmﬁp Indian _.:nuu_nma who is @ na,‘..mc \he Indian Government o, Sfen, R ot B
o “h‘. In the case of @ citizen u“._“r_“ Jiable t0 pay nMw. and tmﬂn:_m_nmm racarved by J:.M &, (8) Pension. Pension received by an employee after his retire as salary.
one of its nuannm outside India, _..Ewn:. India: Allowan E.ﬁﬂ from tax. In, (9) Application of salury—Voluntary foregoing. The voluntary foregoing by an employee of
which .wnr. earns and ._.«.ﬁ._,e,qm.c_;m_ @.Ed.mn_ are ex¢ the salary due to him is normally mere application of the incom { the salary is nonetheless
i - from the Indian Govern ! servant, public . taxable. It will be taxable on the further ground that sal xable if it is due, whether paid
foreign country fro alaries d of servant, p Corp g _
Some a!ﬂalh.a» Points -dhm_i...nn.m ration of every wnE the scope of this term Hcmr.. : or not. EE where in reality the an agreement not to pa; salary, the apparent m:...n:..:.n
(1) Salaries. Every kind Eﬂ.am_.:mzmwm is covered un e Tax Act, there is Useq _.hwn._ of a fictional salary would not attract tax. For example, where a person out of missionary spirit
however ?.mEv..a.n _...._Em_. placed s 0568 of the ,Hnnau_m : - Q.mns I agrees to work as Principal in an institution without accepting any salary from the institution,
Income Tax Act. It means that for i n.wmh_aﬂn_.ww officials. o fon % no amount of salary would be taxable in this case, because it has never become due.
between the wages of labourer ma.n_ m.&m_w and pension received Ir cign m.dﬁmgsm (10) Tax-free salary. When a salary is paid tax-free, the employee has to include in his ..g:f,__
ion. Salary U income the gross salary, i.e. the aggregate of the net salary received plus the amount of tax paid
on his behalf by the employer, except under the provisions of Sec. 10010CC).
(11) Deductions by employer: Compulsory deductions from salary are also instances of mere
plo; pulsor;

(2) Foreign .._u...h_,.a._m1 MM%« Pens:
taxable under the head ‘Salaries. o It is
(3) Relationship of employer and mnmnwﬁ serai

the head ‘salaries’ that the relationship 0
t may or may not be an employee.

very essential for a payment ¢, fal)
d employee must exist betweep, th U
€ hay application of income. The fact that a portion of the salary has to be devoted compulsorily to
some purpose under a contractual obligation does not prevent it from being assessable as income

under the head ‘Salary’, for it is only a case of application of income. For example, an assessee

was engaged on fixed salary upon the obligatory condition that the employer should provide him

and the payee. bakiaaaigen
i loyee bu
mﬂﬂmﬂ%ﬂﬂﬂaﬂmﬂhﬂnﬁﬂm company holds an office ﬁ%ﬂmﬂ%ﬂ%ﬂﬁmﬂ% .W._Mﬁ 35 a djp,,
he is not a servant or an employee of the company and ﬁmwﬂﬂm head ‘Salaries’ 8 are nmﬁ_ with board and lodging etc., for which he should pay an amount which was deducted from his
"and not under i gross salary before payment. In this case, the tax is chargeable on the gross salary without
deducting the compulsory deductions made by the employer. )
(12) Salary of a Member of Parliament. This is not chargeable under the head ‘Salaries’, as

under the head ‘Income from Other Sources i bl A
i . paid to selling agents is assessable as businegg
Similarly, whether the remuneration pal of each case. The E.memwma.oa paid Wwdwf
and managing a retail cloth shop w, ‘_5” a Member of Parliament is not an employee of the Government. The relation between him and
the government is not that of a servant and master. It is taxable under the head ‘Income from

as salary, depends upon the facts and ﬂ.ﬂﬁﬂm !
in their discretion to the selling agents for running ;
owned by the mill and profit from which belonged to the mill, was wma to be assessable g g,
but on the other hand, the profits derived from the selling agency of a manufacturing concer,,  Other Sources’.
taxable as business profits, if they are not subject to the control of the mill in the matter &M. (18) Salary of a Partner. Any salary received by a partner from the firm in which he is a
establishment and organization to be maintained by them. partner is not chargeable under the head ‘Salaries’. It is taxable under the head ‘Profits and
S If an employee does any work for his employer which is not connected with his Service; Gains of Business or Profession’. ) . ] .
€ remuneration for such a work will not be treated as-salary. For example, exam: (14) Family Pension. Any family pension received by the widow or legal heirs of a deceased
remuneration received by a University teacher from his University. » CXaming, employee is taxable under the head ‘Income from Other Sources’,
mﬁm?..m 4) QMF\E.. and professional income. Where the employment is merely incidenta] ¢ (15) Salary grade or Scale of Pay. Salary grade means that at what starting salary any
unds Mwﬂm bm ﬁmawmeSu the Income hncn._.m:nr mE.E&.Hm.nu would be professional income & employee is to be appointed and during the entire service period (if there is no revision of grade
egmerh muwumwm i mnWmeum gains of uzm_.bmmm or ﬁac.mmmﬂan.. For H.nm_.wmsnm. a professi obmm E.E?ra? or no EdEoSoE_ what ic be his increment per year and i.vm._. will be his EP.&EFG salary mqu
earnings. Ifhe is emplicd mmhmanumwmrg from this engagement will be taxable ag Dprofession which there will be no increment. Here salary means basic salary. For example, if a person is
Ployed by a company asits legal adviser and also to work as standin 8&5 appointed in the grade ¥ 2,200-100-3,000-200-5,000-300-8,000, it means that his starting salary
When a person occupies a regul g W will be ¥ 2,200 p.m. after one year of service he will get an increment of ¥ 100 p.m. i.e., his salary
it ar post or office amounting to service, it is an emplo i will become ¥ 2,300 p.m., and similarly he will get an annual increment of ¥ 100 p.m. till his
(5) Receipts from Dersan other i i yament & salary reaches ¥ 3,000 p.m. Thereafter, he will get an annual increment of ¥ 200 p.m. till the
received from person other than 5 an employer. Perquisites or profits or any re, ; salary becomes ¥ 5,000 and thereafter he will get an annual increment of ¥ 300 p.m. till his salary
Other Sources’ even if th ¢ employer would be taxable 4 d Y Temuneratia reaches the maximum amount of ¥ 8,000 in this grade. After this there will be no increment and
remuneration received by oo 10 the employee b nocer the head ‘Incomefn e will conti draw 7 8,000 p.m. This will be his maxi is is called sal
e 1on received by a professor ofa college mB.w.manﬂmob of his employment. For etk e M,_ continue to draw ¥ 8, p.m. s e his maximum salary. This is called salary
: 4580 examings f & TN grade.
er n a Universityo (16) Due date of Salary. Following are the general rules regarding this :
(a) In the case of employees of the government and semi-government. Salary for a particular
month is due on the first of the next month. Thus, in such a case, salary for the month of March

(6) Payment made o
fer cessatip
. Cessation of employmens Payment made by an employer to hi
of the preceding financial year upto the salary for the month of February of the current financial

taxable under this he,
ad because it re
Presents remunerat;
ation for servie, ;
s rendered in the past i i
year is taken into account.
(b) In the case of employees of banks and non-government bodies. Salary for a particular

- (@) Lump-sum payment mak
month is due on the last date of the same month. Thus, in such a case salary for April of the
salary for the month of March of the current financial year is

ice, will not he :
mﬁmzwowm income. | current financial year upto the
reular No, 573, dated 21-81% taken into account,
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Definiti ; cen defined :

GLMMM section 17 of the Act the ?__o.a%w “mﬂm% of salary. [S,
(1) Salary, (2) Perquisites and (3) Pro w ALARY “.

Salary includes :
(i) wages;
(ii) any annuity or pension;
(iii) any gratuity;
(iv) any fees, commission, perquis
wages;
(v) any advance of salary, but not loan for purch
(vi) any payment received by an employee in respec
by him;

[Note :Encashment of earned leave at the time of retirement whether on superannuation gp
s Entmﬂﬂ subject to the provisions of Sec. 10(10AA)] aEmJFH
vii) the annual accretion to the balance at the credit of any employee ici
w.w._nomdﬁmn provident fund i.e., employer’s contribution in excess of 12% of ﬁ“ﬁ% tng i,
iy S22y and interest on provident fund in excess of 9.5% (w.e.f. A.Y. 2002-03) Mploye
,ﬁ”w MmkmEm mwwnen of the transferred balance; ol
€ contribution made by the Go , i :
account of an employe 4 mm vernment cr other employer, in the previous Year, to
e ployee, under a pension scheme notified by the Central Go e
putation of Taxable Salary can be illustrated with the help of the followi vernmeny
Salary € 1ollowing chart ;
I8

Basic Sal R,
*Salary + E_um._.wbamm + Perquisites + Profits iﬂwc of Sal
. Sl alary

ites or profit in lieu of or in addition to ap, "
i Y salay,

asing a car, cycle, scooter or 5 hoy
t of any period of leave not m<mwm_ g
gy

S

By e M i
= Gross Salary, ——
i
Less (Deductions ufs 16)
i

T

Entertainment Allowance ==ty
+
U-n.mmai Forms of § il = Taxable Salary Employment Tax
ifferent forms of
bonus, death-¢ s ofsalary are . Leave
! “tum-retirement mmg. compe; :
and oth : nt gratui , PeNsation
o am mﬂ_ncﬂum:mmm atthe time of Qacgcswes ol pecs; qo_.nmﬁ.ﬂmsngm:ﬁ_ S A58
er foreign pension c&:ﬁg retireme f nsion, receipts w_% emplo %acﬂpgsa
(1) Leave Salgm T1¢: 0%, annuity, gg) yees of public sector
his earned | ary. Itis also ca)e, »24ary and pensijon from UNO and
remain in g cave and recejyes umﬁdn mummm?:manawmm..
€IVice, it is taxable i Ewa 0 Tespect .%2% edleave, Irap employee d t aval
. peri 2e does not av

Ifhe encashes i
t od :
taft of leave, while he continues !

€I retirement o ]

next Chapter), eavi
(2) Death.cy —— ng the job, jy is exe [Section 10(10AA)
8&%. o e oase of ?s.hvns%& TPt upto a specified limit. (Se¢
T1es o Qoﬁmgm ni mpl, )
o (b I e mwﬁu@hz Y death-cum pgi
n the Sof g X m
Chapter) €ase of non-governy, local authorig, mmmn« gratuity received by !
(3) Pension : () ™ employees It €xempt from income taxi?
ment) after mmﬁmﬂ.m_‘mmﬁrwﬁqmﬁ. Pensiop ; 'S exempy upto . [Sec. 10(10)
, it ig nrmammmv_m_wmms_.cma b 4 Specified limit, (See next
€T the heaq «q Ployee

ad S Agfmﬂgﬁbn or Huﬂbumﬁ.._.mnq—.

m.hm.nfmmm-a
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.:: Other foreign pension. If pension is received in India by persons living in India for
services wm:nmwmn— abroad it will be taxable on receipt basis. If it is received outside India and
then remitted to India it will be taxable in the case of ordinarily residents only.

(iii) Salary and Pension from U.N.O. Salary and pension received from the United Nations
Organization is totally exempt in India.

(iv) Pension of gallantry awardee. Pension received by an individual who has beenin service
of the Central or State Government and has been awarded ‘Param Vir Chakra’ or ‘Mahavir
Chakra’ or ‘Vir Chakra’ or such other gallantry award as the Central Government may notify

shall be exempt. [Sec. 10(18)]
Commuted Value of Pension. It is exempt upto a specified limit. (See next Chapter)
(4) Transferred Balance. When an unrecognised provident fund is recognised for the first
time, the balance standing to the credit of employee’s P.F. A/c at the time of its recognition, is
called “Transferred Balance’.

Taxable portion of the transferred balance. The taxable portion of the transferred balance

of the employee will be the aggregate of annual accretions chargeable to tax for each year of the
existence of unrecognised provident fund deeming this fund to be recognised from the very
beginning. This annual accretion forms part of the transferred balance of the employee.

Illustration 1 (Taxable Annual Aceretion)

Mr. X is employed in Bharat Paper Co. at ¥ 6,000 per month. He is a member of Recognised
Provident Fund to which he and his employer contribute 14% of his salary. During the year he
was given credit of ¥ 2,100 as interest on the provident fund balance of ¥ 20,000. Calculate the

taxable amount of annual accretion to be included in his income under the head ‘Salaries’ for
the assessment year 2016-17.

Solution
Computation of Taxable Annual Aceretion

(for the Assessment Year 2016-17)

Annual Salary ¥ 72,000 4

(i) Excess of employer’s contribution to provident fund over 12% of salary 1,440
(ii) Interest in excess of 9.5% 200
Taxable Annual Accretion ¥ 1,640

[Sec. 10(10B)]

(5) Compensation for retrenchment. (See next Chapter)

(6) Receipts of Employees of Public Sector or other Companies or Local Authority at the
time of voluntary retirement. (See next Chapter) [See. 10(10C))

(7) Tax paid by employer on the value of perquisites. In the case of an employee (individual)
deriving income in the nature of perquisite, not provided for by way of monetary payment [Sec.
17(2)] the tax on such income paid by his employer (at the option of employer), on behalf of such

employee, shall be exempt. [See. 10(10CC)]

(8) Other receipts :
(a) Fees and Commission. This is paid by an employer to his employee for doing any extra

work (not overtime) other than the job assigned to him as an employee. For example, if a senior
and experienced employee is entrusted with the work of negotiating with some outside party for
acquisition of any business or disposing of any of its own business on its any branch, he may be
paid some fees or commission by the employer for this purpose. It will be included under the
head ‘Salaries’ in the computation of the income of the employee.

(b) Bonus. Bonus paid by employer to his employees is taxable as salary in the year of

receipt.

(¢) Annuity. Annuity received by an employee from his
‘Salary’. If it is received from the present employer it is taxable as salary but
from a former employer it is taxable as profit in lieu of salary w/s 17(3)(ii).

employer is taxable under the head
if it is received
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7 : . Ebsﬁ!omm thly, other
; Joyees monthLy, thap
Joyer to 1S mﬁw_ms addition to salary fop th Mm_ma.
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Payments in cash fmoney PA1% 5 the s ! an gy 1

\ : mo it Ny, 4

called an allowance. Itis 8 fixed su ment nosﬂmnﬁmm = f such allowances which are as 533.,._
of meeting some particular requireé three types 0 ey

f . are
From income tax point of view, there

A. Taxable Allowances, 4 Limit,
B. Allowances Exempt upto Specified 14
C. Fully Exempted Allowances.

A. Taxable Allowances

(1) Dearness Allowance an
compensate the rise in price lev
from Salary.

Dearness Pay. When the whole or part of dea
it becomes a part of basic salary. When dearness T

_ ms of employment. \hen give

baaﬂ:mmmnh_umra:hqabcm:ﬁ f wmmamw_md‘.

terms of empl t, it is also treated as part of P
employment, it is under the terms of employment it is included i,

_mqummmmuﬁamnnm wmmeSmS_
d Dearness w&.%w%%n in income under the wm%%ﬁ”w

el. This amount
rmess allowance is converted in nmmggw o
i

nmm?

When Dearness allowance is given ! p 54,
for purposes of determining the exemption limits of house rent &maﬂm.bomm recognised E.oin_ww
fund, gratuity and for determining the value of rent-free house and is also taken intq acon,

for the purposes of retirement benefits.
(2) City Compensaiory Allowance.
(3) Fixed Medical Allowance. It is fully taxable.
(4) Tiffin Allowance. It is given for lunch and refreshments to the employees. It is alsg o1
Em&H%._wcimunm and Refreshment Allowance. It is fully taxable. Cally
ervant Allowance. It is fully taxable even if it is given to a low paid !
an officer, i.e., it is taxable for all nmv_sﬁmmm of mBEowmmM pRiaplee E:EE

(6) Non-practising Allowance. It is i i

; : generally given to those medical doctors ;

government service and the ing pri ; : Who are

for 9% ban. It is fully Em_uﬁ.ﬁ banned from doing private practice. It is to compensate n_sh

\7) Hill Allowance. It is given to empl ing in hi

of Tvine in 14 : employees working in hilly areas on :

than Humn_,m hilly areas as compared to plains. Tt is fully Snmv_w if the pl P S
-000 metre height from sea level, » 11 the place is located at los

(8) Warden Allowance and Proctor Allowance, These allow

institutions for workin
These allowances arg mmcmwhﬁmmw: of the hostel and/or workin

(9) Deputation Allo
wance,
to some other place or instituti
given this allowance. [t

(10) Overtime Allo
normal hours of duty h

ances are given in educatios
g as Proctor in the institution

When an employee i
IPloyee 15 sent from hig ;

r on or organizati : Permanent place of servie

is fully taxable, tion on deputation for a SEuomew period, he i

wance, When ap emplo .

i g ¢ yee
€ 15 given overtime 5 works for extra hours over and above hi

Itis fully taxable,

mmaf.ﬁ . mnamm.mowmxm_d_m.:,
ephone Allgy hout family, Projeet E_osgn% m._mp.m%&w

5 mm. All i m.H—Gm“ m i
unless specifically exem Eﬂm. owance, Spegia] % ducation Allowance, Dinner Allowane
B. Allowances Exem

alificat;
ation Allowance, ete,1 These are taxable
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(b) Excess of rent paid by the assessee over 10% of salary due to him for the relevant
period; or

(e) () if the accommodation is situated at Mumbai, Kolkata, Delhi or Chennai—50% of

salary due to the assessee, and
(ii) if the accommodation is situated at any other place—40% of salary due to the
assessee.

In case an employee is living in his own house and is getting H.R.A. or is living in a house

for which he is not paying any rent, full amount of H.R.A. receivable is taxable.

In this rule :

(i) ‘Salary’includes dearness allowance and Dearness Pay, if the terms of employment so
provide. It also includes the commission based on fixed percentage of turnover, but
excludes all other allowances, perquisites and bonus. ,

(ii) ‘Relevant period’ means the period during which the said accommodation was occupied
by the assessee during the previous year. It means that the salary of the period during
which rented accommodation is not occupied by the employee will be excluded.

House Rent Allowance (HRA)

J

J i3

Employee who is residing in his own Employee who is vmiqn rent for
house or in a house where he doesn't residential accommodation

pay any rent, entire HRA is taxable. - o
Least of the following is exempt :

(a) Rent paid — 10% of salary
{b) 40% of salary
[50% in case residing in Delhi,
Mumbai, Chennai or Kolkata]
(¢) HRA actually received.
Salary includes — Basic Salary + D_A. (If part of salary) + Commission (If fixed % of turnover)
Where there is any change in any factor during the relevant previous year such as change
of salary, change of rent paid, change of city ete., it is always better to calculate taxable HRA on
a monthly basis and later annualised.
Illustration 2 (House Rent Allowance)
From the following informations compute the exempted amount of House rent allowance
of Mr. Ram who resides at Kanpur :

1 11 111

7 k4 4

Salary per Month 4,500 6,000 6,000

H.R.A. received per month 525 300 1,050

Rent paid per month 300 960 750

Solution
Computation of Exempted Amount of H.R.A.

I I I

T T E4

1. HR.A. received 525 300 1,050

2. Excess of Rent paid over 10% of salary Nil 360 150
3. As the accommodation is not situated in

specified cities, 40% of salary 1,800 2,400 2,400

The least of the above three is exempt Nil 300 150
In the first case the whole amount of H.R.A. is assessable.
In the second case the whole amount of H.R.A. is exempt.
In the third case ¥ 150 p.m. is exempt and ¥ 900 p.m. is assessable.
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My, Prasang is empoe anpt™ ©* 1o pal ’

5 00 per &5 ance.

10000 P alowanc®
1} pe s DA
rent allowance exempted from

Solution

Salary 7 8,40,000 + De

Amount exempted least

{a) HR.A. received
(b) Rent paid — 10% of Salary
{c) 40% of Salary
H.R.A. exempt—Nil.
Tllustration 4 b i .M_..:.m
X is employed by X Ltd. at Delhi upto 30-11
1. Basic salary ¥ 5,000 p.m. N
2 DA ot o b salary (60% forms part of salary)
3. House rent allowance ¥ 2,000 pm.
4. Rent paid by X 7 2,900 p.m. ! . -
We.f. 1.12.2015 X joined Y Lid. at Amritsar on the following terms :
1. Basic salary ¥ 10,000 p.m.
2. D.A. 7 8,000 p.m. (forms part of salary).
3. House Rent allowance ¥ 6,000 p.m..
4. .mmﬁ paid by X ¥ 1,900 p.m.
s Find the taxable House rent allowance for the assessment year 2016-17.
olution

on the following terms :

Computation of Taxbale House Rent Allowance
{for the Assessment Year 2016-17)

m.mmemxh. .
mpuzp__.m&.m w&?@&&»ﬁﬁgcmgmgmouumnEccﬁw basis apq late

Least of the following is exempt :
U@mﬁ Amrig,
H

1. HRA received p.am. S
3 60

2. Rent paid — 10% of Sa]
Delhi ¥ 2,900 — 10% mm‘m.“uu‘c +900)

Amritsar ¥ 1,900 —19¢; (10,000 + 8,000) 2,310
Exempt HRA p.m.
Delhi Nil
is first includeq in
th e
émployer to hig employee. I

3. Delhi 50% of sa
! ary (5,000 + 900) =
Amritsar 409 of salary (10,000 + 8,09p) 2,950
Taxable HRA 0
bﬂbﬂmmm& -H.m_““.._ﬂ._m E . M_.SQ HQ.__
Amritsar 7 5,909
(2) Wa«wlﬁaaumau L““Eannwmm il
L“H0loance, T jg o all o= y
government € Income frop Salary owance give 2L
Umm:an_.cbu.,mBE@do under sectjp, 16(i) mﬂmﬁﬁﬂmﬂ .HM wpng e
- 1ts detajleq n&iu. ¢ “._mo“wmmmu deduction is allowed toi
A i 81ven under the sub-hes

nder i heag g i mw-wm_.a allowances which ar
L _ S have been notified by f
» V2., (A) Those which ar
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exclusively to be incurred in the performance of the duties of his office. These are exempt to the
extent actually spent. (B) Those which are to meet the personal expenses. These are exempt
upto specified limit. [See. 10(14)]

(A) Special allowance exclusively to be incurred in the performance of the duties of his office

Special allowance which is granted to meet expenses wholly, necessarily and exclusively
incurred in the performance of the duties of an office will be exempt 36?.. tax, to the m.x“nm:w o
which such expenses are actually incurred for that purpose and notified by the Central

Government. [Sec. 10(14)(i))
The following special allow
(a) Travelling Allowance. The allowance grante

transfer. The cost of travel on transfer includes any sum paid [ i
and transportation of personal effects on such transfer. For example, Sri Amar Nath has been

transferred from Agra to Lucknow. He is granted ¥ 2,000 as transfer allowance and 7 500 for packing
ete. He actually spent only # 2,000, then the balance of ¥ 500 will be taxable income.

(b) Daily Allowance. Any allowance, granted for the period of journey on tour or on tran sfer to meet
1t of absence from his normal place of duty.

ﬁrmow&bmﬁnmnwn:mwmmmu_bsﬁacwm:m_sv_o.«_mnonunBE .. .
For example, Mr. Ram Nath is paid Z 100 per day for 8 days as daily allowance on official tour to meet his
expenses. He spent only 7 600 in eight days, then the balance of ¥ 200 will be his Ekmw_..w income.

() Conveyanece Allowance. The allowance granted to meet the expenditure EnE.nm,n on con-
veyance in the performance of duties of an office or employment of profit. For example, Sri Prakash
Chandra gets 7 200 p.m. as conveyance allowance to meet the expenditure for conveyance for official
work. He spent only ¥ 150 p.m. on conveyance. Here ¥ 600 will be his taxable income @ % 50 p.m.

(d) Helper Allowance. Any allowance granted to meet the expenditure incurred on a helper
where such helper is engaged for the performance of official duties. For example, on account of
heavy work-load the employer of Sri Ram Kishan has allowed him to engage one helper and
granted to him ¥ 500 p.m. as helper allowance for this purpose. He appointed one helper @% 400
p.m. Here ¥ 1,200 will be his taxable income @ ¥ 100 p.m.

(e) Academic Allowance, Any allowance granted for encouraging the academic, research and
other professional pursuits. For example, Dr. Harigopal is a professor in Lucknow University. He gets
academic allowance from the University @ 200 per month for promoting research. In this connection
he spent ¥ 2,000 during the year. Here ¥ 2,000 will be exempt and the remaining % 400 will be taxable.

() Uniform Allowance. Any allowance granted to meet the expenditure incurred on the
purchase or maintenance of uniforms for wear during the performance of official duties. For example,
Sri Arun Kumar was employed as a foreman in a factory. He has to wear a proper uniform in the
factory at the time of his duty for which he gets 7 200 p.m. for the preparation and maintenance of
the uniform. He spends ¥ 1,800 for the preparation of the uniform and ¥ 400 for its washing etc.
Here 7 200 will be taxable and ¥ 2,200 will be exempt. [Notification No. 143(E), dated 21-2-1989,

Notification No. 8386, dated 9-6-1989 and Notiftcation No. 26T(E), dated 29-3-1990]

Where a foreign technician is deputed to India for the purpose of implementing the project and
he receives living allowance (daily allowance) and lodging expenses from his employer ( Foreign
concern or Indian concern, the amount is exempt w/s 10(14)(i) to the extent such expenses are actually
incurred for that purpose even if his stay in India extends beyond 183 days.

(B) Special Allowance to meet the personal expenses

Any such allowance granted to the assessee either to meet his personal expenses at the
place where the duties of his office are ordinarily performed by him or at a place where he
ordinarily resides, or to compensate him for the increased cost of living, will be exempt from tax,
to the extent notified by the Central Government. See full notification in Appendix given at the
end of the Chapter.

The Central Government has notified the following allowances as exempt u/s 10(14)(ii) :

(1) Special Compensatory Allowance of the nature of (i) Special Hill Compensatory Al-
lowance, (ii) High Altitude Allowance, (iii) Uncongenial Climate Allowance, (iv) Snow Bound
Area Allowance and (v) Avalanche Allowance. (For rate of allowance—see Appendix at the end

of the chapter.)

ances have been notified as exempt w/s 10¢ 14Xi) :
d to meet the cost of travel on tour or on
in connection with transfer packing,
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5. mcmwm_wwmﬂw_ o 2isgy Humaﬁwﬂm in Category 4 of 16,800
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10n Allowaneq (E: 0p.m. Per chilg) 15,600 1,0
o v
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Notes : 1. The first two allowances are of the same category 1(1), re. @ 7 800 per month is the maximum amount
exempt in their ease, hence, they have been ped together. ) ) .

2. Similarly, the third and fourth allowances are of the same category serial No. 2(A), r.e. @ ¥ 1,300 p.m. is

the maximum amount exempt in their cases
C. Fully Exempted Allowances

(1) Foreign Allowance. This allowance is usually paid by the government to an Indian
citizen outside India for rendering service abroad. It is not taxable at all. ﬁ.ﬂmﬂm may be wmqmwm_
types of foreign allowances, e.g., Overseas Allowance, Children mn.w:nm:a: Allowance, Car
Allowance, Entertainment Allowance, etc. This exemption is not available to non-government
employees and to those who are not citizens of India.

(2) Sumptuary Allowance to High Court or Supreme Court Judges. Such allowance given
to High Court/Supreme Court Judges is fully exempt from tax.

(3) Allowance from U.N.0. Allowance paid by a U.N. Organization to its employees is fully
exempt from tax.

(4) Per-diem Allowance. If per-diem allowance is paid for the purposes of use of hotel,
boarding and lodging facilities to an employee, any surplus accruing to him from such allowance
is exempt from tax.

In brief, all the above allowances can better be understood at a glance with the help of the
following table :

Fully Taxable Allowances Exempted upto Fully Exempted
Allowances specified limit - __Allowances s
1. Dearness Allowance or 1. House Rent Allowance 1. Foreign Allowance
Dearness Pay 2. Entertainment Allowance 2. Sumptuary Allowance to
2. Medical Allowance 3. Special Allowances High Court/Supreme
3. Tiffin Allowance notified /s (10)(14)3) : Court Judges
4, Servant Allowance (a) Travelling Allowance 3. Allowances from U.N.O.
5. Non-practising (b} Daily Allowance 4. Per-diem allow ance for use of hotel,
Allowance (c) Conveyance allowance for perfor- boarding and lodging.
6. Hill Allowance mance of official duty
7. Warden Allowance and
Proctor Allowance (d) Helper Allowance
8. Deputation Allowance (&) Academic Allowance
9. Over-time Allowance (f) Uniform Allowance
10. Other Allowances unless 4. Special Allowances exempt w/s
specifically exempt 10(14)(1) :

(a) Special Hill Compensatory Al
lowance, High Altitude Al-
lowance, Uncongenial Climate
Allowance, Snow Bound Area Al-
lowance, and Avalanche Al-
lowance.

(b) Border Area Allowance, Remote
Locality Allowance, Difficult Area
Allowance, or Disturbed Area Al-
lowance.

{c) Special Compensatory (Tribal
Areas/Scheduled Area/Agency
Area) Allowance.

{d) Allowance to an employee working
in any transport system.

(e) Children Education Allowance

(f) Children Hostel Allowance

(g) Transport Allowance

(h) Underground Allowance

(i) Special Allowances to the members
of armed forces
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11. Perquisites Taxable in the case of specified employees only
Specified Employees. The employees who fulfil any of the following three conditions are
called specified employees [Sec. 17(2)(iii)]

{(a) ADirector-employee. An employee, who is also a director in the employer-company, whether
full-time or part-time and whether continuing as director for the whole or part of the year,
is a specified employee. . :

(b) Employee having substantial interest in the employer-company. An _.._dt_a.,._a.m is said to
have substantial interest in the employer-company if he is p?..,_.._.p.:mmn_m_ owner of
equity shares carrying not less than 20% of voting power. He is also termed as a
specified employee. o )

(c) Any other employee (i.e. not covered by the above two conditions) whose income
chargeable under the head Salaries, including all monetary _._m,iﬁ_w:ﬁ _,_33_3..1. or more
employers, but excluding the value of all benefits or amenities given in kind, exceeds
7 50,000 is called a specified employee. For determining the limit of 2 50,000 the
deductions which are allowable under section 16 will be deducted E&..&n balance only
will be considered whether it exceeds Z 50,000 or not. Salary, for this purpose, shall
include all taxable monetary payments, like, basic salary, dearness allowance, bonus,
commission, taxable allowances, etc., but shall not include the <m_zm of any non-
monetary benefit or perquisite. Taxable monetary benefits perquisites shall also be
included in salary for this purpose. o )

Given below are some examples of free or concessional benefits/amenities provided by the
employer to his employee, the value of which shall be included in the salary income of the
specified employee :

(i) Facility of car;

(ii) Sweeper, Watchman, Gardener and personal attendant;

(iii) Gas, electric energy and water;

(iv) Education facility to the members of employee’s household;

{v) Transport facility.

IMPORTANT NOTE

The value of certain perquisites is taxable in case of specified employees. To become a
specified employee the monetary income from salary should exceed ¥ 50,000, If monetary salary
does not exceed ¥ 50,000, the employee should be a director of that company or he must have
substantial interest in that company.

According to the Minimum Wages Act, 1948 the annual monetary salary of an employee
will exceed ¥ 50,000. Hence, for the value of perquisites all the employees will become specified
employees.

Whatever perquisites are provided to an employee, the value of such perquisites (as per the
provisions of the Income Tax Act and Income Tax Rules) should be included in his income from
salary.

The Income Tax Act, 1961 has not been amended keeping in view the Minimum Wages Act.
Hence, the provisions in the book are given keeping in view the specified empoloyees and
non-specified employees, which have no practical utility,

III. Tax-free Perquisites
The value of the following perquisites shall not be included in the salary income of an
employee :
(i) Medical benefits.
(i1) Tea or snacks provided in office or factory (work place).
(iii) Residential accommodation provided at site,

(iv) Expenses on telephones including mobile phone.
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(v) Employer’s contribution to Staff Group Insurance Scheme.
(Vi) Scholarships to employees or their children paid by the employer.

(vii) The facility of conveyance provided by the employer from residence to place of
employment and vice versa.

(viii) Refresher courses, etc. If the employer pays fees for an employee taking refreshep

courses or management course in order to enable, the employee to perform his Serviceg
mere efficiently. Such expenses are treated as scholarship.
(ix) Tax paid by the employer on the value of perquisites.

(x) Perquisites to Government Employees posted abroad. Any perquisites allowed outside
Inc%la by the Government of India to a citizen of India for enduring service outside Indig
This exemption is not available to non-government employees and also to those who are
not citizens of India.

(xi) Rent-free house and conveyance facility provided to High Court Judges.

(xii) Rent-free house and conveyance facility provided to Supreme Court Judges.

(xiii) The value of rent-free furnished residence provided to a Minister, specified officers of

Parliament or a Leader of the Opposition in Parliament.

(xiv) Laptops and computers provided by employer for personal use of employee or any
member of his household.

(xv) Interest-free or concessional loan, if the amount of loan in aggregate does not exceed
¥ 20,000 during the previous year.

(xvi) Transfer without consideration to an employee of a movable asset (other than computers,
electronic items and car) by the employer after using it for a period of ten years or more.

(xvii) Periodicals and journals required for discharge of work.

(xviii) Leave travel concession u/s 10(5).

Medical Benefits—

(A) For Treatment within India :

(a) The value of any medical treatment provided free to an employee or any member of his
family in any hospital maintained by the employer;

(b) Any sum paid by the employer in respect of any expenditure incurred by the employee
on medical treatment of himself and members of his family :
(1) in a hospital maintained by government or any local authority or approved by the

government for medical treatment of its employees;

(ii) in respect of the prescribed diseases or ailments in any hospital approved by the

Chief Commissioner.
(c) Premium paid by the employer on the health insurance of the employee (including

members of his family).

(d) Reimbursement by the employer of any premium paid by the employee on his health
insurance or on the health insurance of any member of his family.

(e) Limited Exemption. If the medical treatment of the employee or any member of his
family is done at any private hospital, nursing home or clinic other than those stated
in clauses (a) and (b) above the exemption will be restricted to ¥ 15,000.

(B) Medical Treatment outside India : .

(a) If the employer incurs any expenditure on the medical treatment of the employee or
any member of his family outside India, to the extent permitted by the Reserve Bank
of India; and _ :

(b) If the employer incurs any expen;hture on travel and stay abroad qf the pat;ent
(employee or any member of his family) and one attendant who accompanies the patlen:
in connection with such treatment, it will be exempt subject to the conditions tha
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(i) the expenditure on medical treatment and stay abroad will be exempt to the extent

F}?:?;;?gfzy the Reserve Bank and (ii) the expenditure on travel shall be exempt in
n employee whose gross total income (excluding this expenditure) does not

exceed ¥ 2 lakh.

(c) 1111; Cttl:re eéngﬂoier reimburses to the employee in respect of any expenditure actually
exemri f;-t e employee for any of the purposes specified in (B) (a) and (b), it will be
Pt subject to the same conditions as stated above in (b)(i) and (b)(i).

MEDICAL BENEFITS : AT A GLANCE

Treatment in India Treatment outside India -

1. galgf o_f treatlinent ?f emplloyee and/or members of his Expenses incurred by the employer on the medical

mily in employer’s hospital. —Fully exempt treatment of an employee or his family members is
fully exempt to the extent approved by the Reserve
Bank of India.

2. Any sum paid by the employer in respect of expendi- Expenses incurred by employer on travel and stay
ture incurred by the employee on medical treatment abroad of the patient and one attendant is also ex-
of himself and/or members of his family : empt subject to the fulfilment of the following condi-

tions :

(i) in a hospital of government or local authority or (i) The expenditure on medical treatment and stay

govt. approved hospital; abroad is exempt to the extent permitted by the
Reserve Bank; and

(i1) m respect 9f the prescribed diseases or ailments (ii) Expenses incurred on travel of the patient and
n a hospital approved by the Chief Commis- one attendant is fully exempt provided the
sioner of I. Tax provided that he fulfils certain G.T1I of the employee does not exceed ¥ 2,00,000.
conditions. —Fully exempt

3. Paymel:lt or reimbursement of premium in respect of Reimbursement of expenses actually incurred by
health insurance of the employee and/or any member the employee for purposes specified in (1) and (2)
of his family. —Fully exempt above is exempt, subject to the same conditions as

stated above.

4. Reimbursement of expenses incurred for the treat-
ment of employee or any member of his family in a
private nursing home or clinic.

—Exempt upto ¥ 15,000

Illustration 6 (Reg. : Medical Benefits)

From the following information find out the income from salary of Mr. Ram : z
(1) Gross Annual Salary 1,95,000
(2) Medical expenditure directly paid by the employer to private practitioner 30,000
(3) Medical expenditure directly paid by the employer to hospital approved by

the Chief Commissioner of Income tax 50,000
(4) Reimbursement of medical expenses incurred by the employee in a hospital

approved by the Chief Commissioner 10,000
(5) Expenditure on travelling abroad (including that of attendant) borne by

the employer 1,00,000
(6) Expenditure incurred on stay and treatment abroad borne by the employer ~ 1,50,000
(7) Out of (6) amount permitted by the Reserve Bank of India 1,00,000
(8) The employer reimbursed the medical expenses incurred by the employee oy

andfather (dependent upon him)

9 E ¢ on cancer (prescribed) treatment of his daughter at Tata
Miﬁ?ﬁi} Iqlospit.al, Mumbai (approved by the Chief Commissioner of

Income Tax) paid by the employer is ¥ 1,00,000.

on treatment of his gr
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Car owned by Employee

(Expenses borne by employer}

Fully official use Fully personal use Mixed use
Perquisite Value—Nil, if certa ~ Perquisite = Amount
in documents are maintained.  Value reimbursed
Small car Large car
Amount reimbursed Amount reimbursed
(=) % 1,800 p.m. (=) 7 2,400 p.m.
(—=) 7 900 p.m. for chauffeur, (=) Z 900 p.m. for chauffeur, if
if any any
= Perquisite Value = Perquisite Value

(1) Car owned or hired by the employer. Car is used wholly and exclusively in the performance
of his official duties. Value shall be taken as nil provided the prescribed conditions are satisfied
(2) Car owned by employer and it is used exclusively for the private or personal purposes
of the employee or any member of his household :
(i) Actual amount of expenditure incurred on the running and
maintenance of motorcar
(i) Remuneration, if any, paid to the chauffeur
(iii) Depreciation @ 10% p.a. of the actual cost of the motor car/cars ...
Less : Amount charged from the employee ...
Value of Perquisite ...

(3) Car is taken on lease and it is used exclusively for the private or personal purposes of
employee or any member of his household :
(i) Amount spent on running and maintaining thecar ...
(i) Remuneration, if any, paid to the chauffeur
Less : Amount charged from the employvee
Value of Perquisite @ ...
(4) Car owned or hired by employer: Car is used partly in the performance of duties and
partly for private or personal purposes of employee or any member of his household :
(a) If the entire expenses of maintenance and running of the motor-car are borne by the
employer :

(i) Small car (Cubic capacity of engine of the car does not exceed 1.6 litre) 7 1,800 p.m.
(ii) Large car (Cubic capacity of engine of the car exceeds 1.6 litre) % 2,400 p.m.
If chauffeur is also provided, add ¥ 900 p.m.

(b) If the expenses of maintenance and running for his private or personal purpose are met
by the assessee (i.e., the employee) :

(i) Small car 7 600 p.m.
(ii) Large car 7 900 p.m.
If chauffeur is also provided, add 7 900 p.m.

(5) Employee uses more than one car for private purposes. Where more than one motor car
is owned or hired by the employer and the employee or any member of his household is allowed
the use of such motor cars (otherwise than wholly and exclusively in the performance of duties),
the value of perquisite shall be :

(a) In respect of one car :

(1) Small car ¥ 1,800 p.m.
(ii) Large car ¥ 2,400 p.m.
If chauffeur is also provided, add ¥ 900 p.m.
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(v) Two small cars are provided to the employee for private and official purposes. Main-
tenance expenses of cars are borne by the employer. Other informations in this
connection are ;

I Car II Car

E4 4

Actual cost of car 3,00,000 2,80,000
60,000 50,000

Expenses of running and maintenance
(vi) Large Car : Meant for both official and private purposes. Private expenses borne by
the employee.
Selution
(i) Value of perguisite is nil as the car is solely used for official purposes. ,
(ii) Value of perquisite is ¥ 60,000 + 28,000 = ¥ 88,000 as the car is solely used for private
purposes.
The value of perquisite will be ¥ 2,400 x 12 = ¥ 28,800.
Value of perquisite in such a case will be # 1,800 p.m. + Chauffeur’s salary at ¥ 900
p.m. Le., T 2,700 x 12 = ¥ 32,400. .
(v) First car is taken for official and private purposes. Hence, perquisite value will be
T 1,800 x 12 = ¥ 21,600. )
Second car is deemed to be used for private purposes only. Hence, perquisite value

(iii)
(iv)

shall be : .
Expenses of running and maintenance 50,000
Depreciation @ 10% of ¥ 2,80,000 28,000

Value of Perquisite 78,000

(vi) If the expenses of maintenance and running of the car for private purposes are met by
the employee, the value of the perquisite in the case of large car will be @ ¥ 900 p.m.

i.e., ¥ 10,800.
Note : In case (i) it is assumed that the prescribed conditions are satisfied.

Illustration 14

Find out the value of the perquisite of motor-car if car is owned by the employee :

(i) Expenses relating to running and maintaining of car and chauffeur’s salary paid by the
employer ¥ 75,000. The expenses relate to the use of car for business purposes only and the
prescribed conditions are satisfied.

(ii) A small car is used partly for business and partly for personal purposes. The emplayee
drives the car himself. The employer has spent ¥ 70,000 during the P.Y. on running and
maintaining the car. The prescribed conditions are satisfied.

Solution .

(i) Value of perquisite is nil as the expenses are incurred solely for official purpose and

the prescribed conditions are satisfied.

(ii) A small car owned by employee has been used partly for private purposes and partly

for official purposes and the employer has incurred all the expenses and prescribed
conditions are satisfied. Hence, the value of perquisite shall be :

¥
Amount spent by employer 70,000
Less : 1,800 p.m. for official purposes 21,600
Value of Perquisite 48,400

III. FACILITY OF SWEEPER, GARDENER, WATCHMAN
OR PERSONAL ATTENDANT [Rule 3(3)]

The value of the perquisite shall be :
Salary paid or payable to the servant
Less : Amount recovered from employee (if any)
Value of Perquisite
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(iii) Other places 7.5% of salary for the period during which
accommodation was occupied by employee
(b) Accommodation taken on leasel
rent by employer

Actual lease rental or 15% of salary for the
period during which accommodation was
occupied by employee, whichever is less ...
Furnished House (i) Value of unfurnished house
(ii) Add : 10% p.a. of cost of furniture or

Hire charges (ifany) ...
(1) Value of unfurnished/furnished/

accommodation L.
(ii) Less : Amount paid or payable by

employee ..

Value of Concessional Rent ... .

Valuation of Rent-Free Accommodation (Unfurnished)

Accommodation at Concessional Rent

(1) Government employees Other Employees
Amount determined as
per Government Rules

Accommodation hired by
Employer :

.pnncau_ﬂomm:ca owned
by Employer in a city

having population In all cases Hire charges
or 15% of salary,
m whichever 1s less
i
Exceeding ¥ 25 lakh Exceeding 7 10 lakh Upto 7 10 lakh
{ but upto ¥ 25 lakh 7.5% of salary

15% of salary 10% of salary

(2) Where furnished accommodation is provided, add 10% p.a. of cost of furniture if
Mﬁwawcﬁm is owned by employer or Hire charges (if hired) to the value determined in
above.
(3) If any amount is recovered from the employee for the accommodation, such amount
shall be deducted from the value determined in (1) or (2) as the case may be.
Ilustration 8
A company has provided a residential accommodation to an employee. From the following

information find out the value of perquisite of accommodation : K4
(i) Fair rental value of the house—Annual 70,000
(ii) Salary 6,00,000

(a) The house is situated in a city whose population is more than twenty-five lakh.
(b) The house is situated in a city whose population is less than ten lakh.
Solution
(a) The value of the perquisite shall be 15% of salary i.e.,  90,000. The fair rental value
of the house shall not be considered.
(b) The value of the perquisite shall be 7.5% of salary i.e., ¥ 45,000. The fair rental value
of the house shall not be considered.
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For example, the employee has taken a loan from his employer ¥ 1,00,000 for cancer
treatment. He received ¥ 40,000 under medical insurance scheme. The benefit of interest on
# 60,000 (¥ 1,00,000 — 40,000) shall be tax-free and on # 40,000 shall be liable to tax.

(C) Loan for any purpose except discussed under (A) and (B). The value shall be the sum
equal to the interest computed at the rate charged per annum by the State Bank of India, as
on the 1st day of the relevant previous year in respect of loans for the same purpose advanced
by it. The interest shall be computed on the maximum outstanding monthly balance as reduced
by the interest, if any actually paid by the employee or any member of his household.

Explanation : ‘Maximum outstanding monthly balance’ means the aggregate outstanding
balance for each loan as on the last day of each month.

Illustration 15

Ram borrowed ¥ 1,00,000 on 1.5.2015 from his employer to purchase a car. He started
repayment of loan w.e.f. 1.6.2015 @% 1,000 p.m. In the following circumstances determine the
taxable amount of interest for the A.Y. 2016-17 assuming that the rate of interest on car loan
charged by the State Bank of India is 10% p. a. :

(i) The employer does not charge any interest on loan;

(ii) The employer charges interest @ 5% on maximum outstanding monthly balance.

Solution
Computation of Chargeable Interest

(for the Assessment Year 2016-17)

(i) Date Balance
Ed
31-05-2015 1,00,000
30-06-2015 99,000
31-07-2015 98,000
31-08-2015 97,000
30-09-2015 96,000
31-10-2015 95,000
30-11-2015 94,000
31-12-2015 93,000
31-01-2016 92,000
28-02-2016 91,000
31-03-2016 90,000
10,45,000
Interest on ¥ 10,45,000 @ 10% for one month = 7 8,708 TR
(ii) Interest as calculated in (i) 7 8,708
Less : Interest charged from Ram @ 5%, i.e., half of 7 8,708 4,354
Chargeable Interest 7 4,354
(2) HOLIDAY ENJOYMENT [Rule 3(7)i1)]

(A) The value of travelling, touring, accommodation, any other expenses paid for or borne
or reimbursed by the employer for any holiday availed by the employee or any member of his
household shall be the amount of expenditure incurred by the employer in this behalf. However,
this rule shall not apply to ‘Leave travel concession’ under Sec. 10(5) and Rule 2B.

(B) Where such facility is maintained by the employer and is not available uniformly to
all employees, the value of benefit shall be taken to be the value at which such facilities are
offered by other agencies to the public.

It means if such facility is maintained by the employer and it is made available to all
employees uniformly, the value of the benefit shall be nil.
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71 USE OF MOVABLE ASSET [Rule 30T Nvii)]
er than assets already specified in this
nis household, the

Where tl rer provides any movable asset (
Rule and lapt ind computers) for the use of empl
value of the benefit shall be

(i) Asset belonging to the employer—10% per annum of the actual cost of such asset

However, the value of perquisite for an asset used for more than ten vears would
be taken ag nil.

(ii) Asset taken on rent—Rent or charges paid or payable by the employe

However, from the value so determined the amount paid or re
employee for such us ve reduced.
(8) TRANSFER OF MOVABLE ASSET
Where the employer transfers any movable asset belonging to him, directly or indirectly to the
employee or any member of his household, the value of the benefit shall be determined as under

(A) Computers and Electronic iterms -
Cost of Asset
Less : Depreciation @ 50% on the basis of W.D.V,
method for each completed year during which
the asset is put to use by employer

for such asset.
red from the

[Rule 3(THwviii))

Less : Amount recovered from employee
Value of Perquisite .

(B) Motor-Car -
Cost of Car
Less : Depreciation @ 20% on the basis of W.D.V.
method for each completed year during which
the asset is put to use by employer

Less : Amount recovered from employee
Value of Perquisite @~ s
(C) Other Movable Asset

L Y T Sl T T I RTRp— s e
Less : Depreciation @ 10% on the basis of SLM

for each completed year during which the

asset is put to use by employer "’

Less : Amount recovered from employee
Value of Perquisite
(9) ANY OTHER BENEFIT OR AMENITY [Rule 3(7TXix)]
The value of any other benefit or amenity, service, right or privilege provided by the
employer, shall be determined on the basis of cost to the employer under an arms’ length
transaction as reduced by the employee’s contribution, if any.
Exception. Expenses on telephones including mobile phone actually incurred on behalf of
the employee by the employer shall not be treated as taxable perquisite.
Valuation of Specified Security or Sweat Equity Shares for Section 17(2)(vi) [Rule 3(8)]
The taxable value of the specified security or sweat equity shares shall be the fair market
value on the date on which the option is exercised by the employee as reduced by the amount
actually paid by or recovered from the employee in respect of such security or shares.
‘Fair market value’ means the value determined in accordance with the method as may be

Prescribed by the Board.
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T 150; 7 200; ¥ 1,100 E_.a T 600 per H.o:ﬂﬂ Sm%aom_mm_wnu Trvant eash of whon
(b) free use of the refri i T |
: gerator costing ¥ 8,400 fi
incurred ¥ 400 o i : X A0 from 1st Septembe .
2 His following n_u_ww._ﬂ. __E repairs during the previous year. P er, 2015. The oy
: id by the company :
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Perquisites : Ll
Car including driver [(Z 2,400 + 900) = 12| *__”M“w
Gardener 1€
Watchman HMM“““
Sweeper 2/
Domestic Servant | MMH“
Refrigerator for 7 months :
Free Education T
Guest House m“."““.a“
Concession in Shares (7 20 x 300) . .ﬁ:._c
Gas, electricity and water bills 1 __-.::c

Membership fee to Lion's Club ~
Gross Salary ? 3,01,690

Notes : 1. The perquisite value of the gardener, watchman, sweeper and domestic pervant provided by the employer

ia to be ealeulatad at actunl wages paid to them
2. Perquisite of free education is nil ns the cost per child por month is less than ? 1,000
3. Perquisite value of the refrigerator 1s taken as 10% of its cost of 7 8,400 for 7 months only. Repairs cost

incurred by the company is not to be added here
PROFITS IN LIEU OF SALARY

Profits in lieu of salary include the following : .

(1) The amount of any compensation due to or received by an assessee from his employer
or former employer in connection with the termination of his employment or the modification
of the terms and conditions relating thereto.

(2) Any payment due to or received by an assessee from an employer or a former employer.
Where an employer gives to his employee any sum by way of personal gift and not in appreciation
of his services, it is not taxable in the hands of the employee.

(3) Any payment made from unrecognised provident fund or other fund will be included
only to the extent of employer’s contributions and interest thereon. Interest on employee’s own
contribution is also taxable but it will be taxed under the head ‘Income from Other Sources’ and
not as salary income.

(4) Any payment received under a Keyman Insurance Policy including the amount of bonus.

(5) Any amount due or received (whether in lump sum or otherwise) by an assessee from
any person :

(a) before joining any employment with that person; or

(b) after cessation of his employment with that person.

Exceptions. Payments made under clauses (10), (10A), (10B), (10C), (11), (12), (13), (13A)
of section 10 will not be included in profits in lieu of salary. These payments are as under :

(i) Death-cum-retirement Gratuity. [Sec. 10(10)]
(ii) Commuted Value of Pension. [Sec. 10(10A)]
(iii) Compensation. [Sec. 10(10B)]

(iv) At the Em of voluntary retirement from a public sector company, or local authority or a
co-operative society or a University, etc., any amount received according to Central

Government Scheme, [See. 1(10C)]
(v) Payment from Statutory Provident Fund. [Sec. 10(11)]
(vi) Payment from Recognized Provident Fund. [Sec. 10(12)]

(vii) Payment from Approved Superannuation Fund covered by Sec. 10(13). However, any

__ other payment from this fund shall form part of profits in lieu of salary. -
(viii) House Rent Allowance [Sec. 10(13A))

PROVIDENT FUND

. The E.oa .Tn.o&nm:n. means to provide for the future, hence this fund is to provide for the future.
This fund is credited by an amount deducted from the salary of the employee every month at a
certain rate and the employer also makes his own contribution to this fund. These contributions are
invested to earn interest, which is also credited to the employee’s provident fund account. When an
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(a) Amount which is included in income -

Statutory Prouvi : A
A Mhzq...rwnlu.wi kmnam:_ﬁ.,uzﬂ::.i__.i Unrecognised Provident Fund

When a person is a member of this When a person is a member of this When a person 15 a member of this
_u_dﬁ._n_n_..-. fund his own contributions fund : (i) his own contribution to this fund his own contributions to this
to this fund are included in his in- fund, fund are included in his income but
come. In this case employer’s con- (i) employer’s contribution in excess the employer’s contribution and inter-
tribution and interest on provident of 12% of the employee’s salary, and  est on provident fund is not included
fund are not considered at all ie, (iii) interest on provident fund in ex- in his income from year to year.
employer's contribution and interest cessof9.5% are included in employee's
on provident fund is neither included income i.e., employer's contribution to
in the employee's income nor it is tax- the extent of 12% of the salary and
able. interest on provident fund upto the

prescribed rate; is neither included in

the income of the employee nor it is

taxable.
(b) Maximum Limit of amount qualifying for deduction under Sec. 80C :
Statutory Provident Recognised Provident Unrecognised Provident
s £ LSt Bideume f 2 SRR ol (e Y /T CERE WRTTH
Employee’s own contribution to this Employee’s own contribution to this  Employee’s own contribution to this
fund upto ¥ 1,50,000. fund upto 7 1,50,000. fund is not included in the amount

qualifying for deduction.

(¢) Lump-sum received from these funds at the time of retirement from service or at the time of
leaving the service :

: Recognised Provident Unrecognised Provident
Statutory ,uon%:.;Ena SR 7 R s
It is neither included in the It is neither included in the (i) Employer's share and interest
employee’s income nor it is taxable.  employee’s income nor it is taxable. thereon 18 included in his income
under the head ‘Salanes’ and is
taxable.

(1i) The amount of employee’s
subscription is exempt.

(i) The interest on employee’s
subscription is included under
the head ‘Income from other
sources’ and is taxable,

Note : Salary for qualifying amount of Contribution to Recognised Provident Fund : It includes basic salary + Dearness
Pay or Dearness Allowance (if it enters into retirement benefits or it is given as per terms of employment) + Fixed
percentage of commission on turnover achieved by the employee.

APPROVED SUPERANNUATION FUND [Sec. 10(13)]

The purpose of this fund is to provide for annuities to employees on their retirement at or

after a specified age or on their becoming incapacitated prior to such retirement, or to their

widows, children or dependents on the death of such employees. It is that fund which is approved
by the Chief Commissioner or Commissioner of Income Tax.

Exemption of Amounts received from the Fund. The following payments from this fund are
totally exempt from tax :

(i) on the death of the employee; or
(ii) in commutation of an annuity on his retirement or on his becoming incapacitated prior
to such retirement; or
(iii) by way of refund of contributions on the death of an employee.
[Gv) by way of transfer to the account of the employee under a pension scheme ws 80CCD.
w.e.f. A.Y. 2017-18].
Qualifying Amount for deduction w's 80C
An employee’s contribution to this fund during the previous year, together with other sums
specified u/s 80C, is included in the amount qualifying for deduction under section 80C to the

extent that the aggregate of these sums does not exceed in a previous year ¥ 1,50,000.
Note : For details of Sec. 80C see chapter on “Deductions to be made in Computing Total Income”.
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connection A.._E.._.H_Ecnﬂ employ b, _ piiceinsaechihie
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@ 5 4...._ azh..h_ﬂ_ﬁnirm \ever i8 Jess). Nil 5 _.E__.h?:
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(b) H._. “_ﬂ.. case of any other employee layee (whether government employeq o im (n) Taxable part of com Ledd
tertainment expensea incurred _ah _,ﬂ._ = 5:..:.. (b) Pension from the date of retirement till the end of previous year
ol nier 4 il 3 . ; o #
St a.,u.ﬂ“_.%.._.:.. akon ".._53_..&_:“_%-:% qmnll__:l Govt. H:.—ﬂ._cu_ueiu. _ Ciross Salary Incom
lustration 17 (Entertainment Allo Joyee. During the year 2015-16 he got ¥ u 0 ..:.E“ :
Mr. R. S, Tiwari is a Government emp ewﬁ_rizsnm« 500 p.m. and rent-free :::..:.._ f h _ 1. Entertainment allowance—Max. ¥ 5,000
salary, € 4,000 p.m, s dorness allowante, BFUL Oy g o € 400 pm. with effct,fry, __ | (In case of Govt, Employee)
00 1o 1 i me! St M Iy | BBl ot m
£7 1,000 p.m. He was also given entertain ut of . b, 2. Professional Tax
ma_n_ sr.ﬁu?. was promoted and ..___.HE_.“E_ not spend any amount o this for officiq] Py, Taxable Salary
3 i 1l ==
Fakiala o the acvst deducltie i O If total income is to be computed and there is no income other than salary, :.U. taxable nalary
walp— will also be Gross Total Income and from it deductions under sections 80C Lo BOU will be allowed
and the balance will be the Total Income.

Since Mr. Tiwari is a government employee, be will get deduction w/s 16(ii) irrespoy,
the fact that he did not spend any amount out of this for official purposes, The __ass_, Hlustration 18 (Conveyance Allowance and Employment Tax)
W AL Al e e o i Smt. Kishan Pyari is drawing a monthly salary of ¥ 10,000 and entertainment allowance
:“ _\M ) TR RS RARLON £ C 5N 08 of T 1,750 per month from a Ltd. Co. She is also getting conveyance allowance of 1,200 per
:.h_..__w Ma.MMca.hmzh actual amount received month, bonus equal to two months’salary and commission equal to one month's pay. During the
The _E..mu of all the abo g ; ; previous year she paid 2 2,000 as Employment Tax.,
1 sala urgounts, viz., ¥ 4,800 will be allowed as deduction ws 16ii) | She is provided with a rent-free furnished house by the company at Jaipur. The company paying
T 60,000 p.a. as rent of this house and ¥ 9,000 p.a. for furniture and fittings. The electric and water

mxﬁﬁ.m _s.u__u_uw be included in salary for this purpose,
on Empl ] : _ i
mployment. Any sum paid by the assessee on account of a tax on em ployma charges amounting to ¥ 18,000 are also borne by the company in respect of this house.
She is also provided with lunch by the company during working hours at work place. The

leviable by or under any law, is allowable as deduction.
cost of which is ¥ 80 per meal for 300 days during the P.Y,

Note : If the amount of I
Sttt Eﬂ.ﬁsﬁ;i tax has been paid by the employer, it will be added in salary income and th
B v e i The company recovered 2 20 per meal from her.
- .Fam__:.m o.n:_.wn.?_._ is not a:aﬂ.m..mﬂ.le“w..r?ala.‘.WIag|.| - From the above information calculate Smt. Kishan Pyari’s taxable income from salary for
ChartiShgobn e ——————— . " & .3. W the assessment year 2016-17,
___ u wing Computation of Income ﬂdm:ﬂwummal| S Solution
i & Mn_mq\gﬁg : Computation of Taxable Income from Salary
| - Advance Salary or Arrears of (for the Assessment Year 2016-17) z
| W Wmmu.:mwu Pay of Salary Salary 1,20,000
g T T e L T g B "20.
(- ance onus 20,000
juw 18 WM“_M:m Commission 10.000
[ ¥ Chtmisi Entertainment Allowance 21,000
| 8 Al oimb“g ........ Value of rent-free house 34,650
[0 Vetieen Ewhwmumzm e I Electric and water charges paid by the company 18,000
| 10. Profitg i Tio _.w.uoBEmm&mw Lunch—(% 80 — 20 — 50) x 300 3,000
0] Gross Income from Salary ¥ 2,26,650
Less : Employment Tax __2,000
Taxable Salary 2,24,650
Notes : 1. Value of rent-free house is determined as under : AR
15% of salary (i.e., 15% of ¥ 1,20,000 + 20,000 + 10,000 + 21,000) 25,650
Add : Actual hire paid for furniture, etc. 9,000
T 34,650

2. Itis assumed that conveyance allowance is used wholly for performing her duties, hence it is exempt.
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Dy v 2 .
Thek ,Jq:._. HM_. of Gratuity Act applies to a concern in which 10 or more employees are employed
or were employed, on any day of the preceding 12 months,
Where to a concern this Act has become applicable shall continue to be governed by this Act

even the n umber of employees therein at any time after it has become so applicable falls below ten.
Exempted Amount. Least of the following shall be exempt :

. [ =4 ' =l L . . . %

(i) 15 days’salary (7 days in the case of employees of a seasonal establishment) based on
salary last drawn for every completed year of service and part thereof in excess of six
months; or

7 10,00,000; or

(ii)
Gratuity actually received.

(111)

Meaning of Salary. It includes -

(i) Monthly basic salary last drawn;

(ii) Dearness allowance (whether as per terms of employment or not).

Computation of 15 days’salary. 1t is computed by the following formula

J Last Month Salary % 15
26

In the case of piece-rated employee, 15 days’ salary would be computed on the basis of
average of total salary (excluding overtime salary) received for a period of three months
immediately preceding the termination of or retirement from service. For example, if a
piece-rated employee retires on 20th July, 2015 (salary received from 21st April to 20th .:.._w.
2015 may be assumed to be ¥ 9,000). In this case 15 days’ salary would be ¥ 1,731. i.e.,
7 9,000 + 3 x 15 divided by 26.

(C) In the case of Non-government employees not covered by the Payment of Gratuity Act,
1972 [Sec. 10(10(iii)]. Any gratuity received by him on his retirement or on his becoming
incapacitated prior to such retirement or on termination of his employment, or any gratuity
received by his widow, children or dependents on his death is exempt upto the least of the

following amounts :
(i) One-half month average salary for each year of completed service; or

(ii) ¥ 10,00,000; or

(iii) Actual amount of gratuity received.
In order to compute the number of completed years of service, only the complete years will

be taken into account and the service for a part of the year will be ignored. For example, if the

total service of an employee is for 30 years 8 months and 20 days, only 30 years will be taken

into account for the purpose and the remaining 8 months and 20 days will be ignored.
Average Salary. It shall be computed on the basis of salary for ten months immediately

preceding the month in which the event occurs.
Meaning of Salary. It includes :

(i) Basic Salary;
(ii) Dearness allowance, if it is given as per terms of employment;

(iii) Commission based upon fixed percentage of turnover achieved by the employee.
Gratuity from more than one employer. Where gratuity is received by the employee from
more than one employer in the same previous year, the aggregate amount of exemption shall
not exceed the maximum absolute limit. Further, where the employee has received gratuity in
any earlier year from his former employer and receives gratuity from another employer in a
later year, the maximum absolute limit will be reduced by the amount of gratuity which has

been exempted earlier.
This provision is applicable in both the cases [(B) and (C)].
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Solution
Average basic salary [( ..
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d years of service.
{ of the following :

T g 10)
ommission (48,000 * Avera
taken as complete

In this case 30 years will be : .
i ; the leas
The amount of gratuity exempt will be 486 005

(i) Amount received
(i) 1/2 month’s salary for each com

of service (¥ 11,490 x 30)
(iii) Ceiling limit
Exempted amount

leted year
B2 3,44,700

10,00,000
3,44,700

PENSION AND COMMUTED PENSION

Pension. Whatever pension is received by an mBE.cwmm (Government or N, On-govery,,

after retirement, it is chargeable under the head ‘Salaries’. o

If a person after serving in India, retires and settles in a foreign country, receiveg p,.-

on account of such service, such pension shall be deemed to accrue and arise jp Fw_.mg

chargeable under the head salaries even he becomes non-resident in India. o
Commutation of Pension . Sometimes the employee wants to have a |

, : - ' ump- .

lieu of pension which he would have otherwise received monthly. The lum PSUm paymeny;

he receives on fo i : : TRV P-Sum payment Whis

4 regoing the pension (either full or a part of it) is kn, 1

the pension. This is exempt from tax subject to the moma . HH. E O0Wn as commuted values

€ lumts : [Sec. 100104
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(i) Any Payment in ¢q 1
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(a) the commuted valye of one-
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Pension

(or monthly) Pension p
ensi

Taxable for all employees

Exempt

¥ .
If he is in receipt If he is not in receipt
of Gratuty

of Gratuity

"
.
Commuted value of 1/3 of the Commuted value of 1/2 of the
Pension is exem pt Pension is exempt

IHlustration 6
Mr. Suresh is getting a pension of 7 12,000 per month from a company. During the previous

year he got his two-third pension commuted and received # 7,38,000. Compute the exempted

amount, if :
(a) he also received gratuity, (b) he did not receive gratuity.
Solution
(a) When Mr. Suresh received gratuity also : ?
Commuted Value of 2/3 pension 7,38,000
Commuted Value of full pension = 7,38.000 x 3+ 2 11,07,000
Exempted amount = Commuted Value of 1/3 pension
=11,07,000 x 1+ 3 3,69,000
(b) When Mr. Suresh did not receive gratuity :
Commuted Value of 2/3 pension 7,38,000
Commuted Value of full pension = 7,38,000 x 3 + 2 11,07,000
Exempted amount = Commuted Value of 1/2 pension
=11,07,000 x 1+ 2 5,563,500
[Sec. 10(10AA)]

EARNED LEAVE SALARY

(A) Encashment during Service. If an employee does not avail his earned leave and receives
payment in respect of any period of leave not availed of by him, while he continues to remain
in service, it is taxable in full.

(B) Encashment after Retirement. If an employee receives payment in respect of any leave,
not availed of by him, on retirement or resignation, it will be exempt to the following extent :

(a) Government Employees. Any payment received by an employee of the Central Govern-

ment or State Government as the cash equivalent to the earned leave at his credit at
the time of his retirement whether on superannuation or otherwise is fully exempt.

(b) Non-Government Employees. Any payment as encashment of earned leave received at

the time of his retirement whether on superannuation or otherwise (e.g., resigned)
from any other employer is exempt to the extent of the least of the following amounts :
(i) Maximum of 10 months’ salary on the basis of the average salary drawn by the

employee during 10 months immediately preceding his retirement on superannua-

tion or otherwise; or
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ed the limit 50 SPECi : fx Celveq ;
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uaE..

: i heirs of the deceased employe )
Note _%%nﬂwﬂwﬂwhmwﬁwhhﬁu_mwﬂ&%mgs is not taxable. [LT0. vs. M. A. Badlaney (1987) Bombag Ty
Leave Encashment Salary

e in respect of earned leave standing 15, b g

Leaves encashed
during service

: L
Leaves encashed at the
time of retirement

Taxable for all
employees

¥

’
Non-Government Employees Government Employees

Least of the following is exempt ;

Annual leave  Completed
entitlement
(not exceeding : ReoEROl

Exempt

Leaves actual ly
= availed

5 service
(a) Average monthly 0 days) during service
salary R e
Q0. o ——
(b) 10 months’ average salary

(e) ¥ 3,00,000
(d) Leave salary actually received

Average monthl d
preceding 3:35_“5,”.. salaryistp b compute

: don the hge:
Salary includes —, Basic = R 8818 of average of ten months immedit®

Hlustration 7

——  NcowEFROMSAAREsmeTRemENn 1%
ated as salary for the purpose of retirement benefits. He had 7 months’ earned leave to
e he was paid ¥ 1,32,300

t regarding encash-
any on 1st

was tre f
his credit (on the basis of 30 days per year) which was approved, henc

as salary and ¥ 12,600 as dearness allowance. Compute the amount exemp
ment of earned leave for the assessment year 2016-17,"if he joined another comp

January, 2016 at ¥ 22,500 p.m.

Selution it his right
His joining another company after his retirement from a company does not forfeit his ng

to exemption u/s 10(10AA). Hence, the exemption wlibe calculated as per normal procedure as
under : ; .

Average salary for 10 months immediately preceding the retirement.
Salary @ 18,000 p.m. for 7 months from January 2015 to July 2015 1,26,000
Salary @ 18,900 p.m. for 3 months from August 2015 to October 2015 56,700
Dearness Allowance for 10 months _ 18,000
¥ 200,700

10 months’ pay
Average Salary = 2,00,700+ 10 = ¥ 20,070. v

Least of the following will be exempt :

(a) Salary for 10 months on the basis of average salary 2,00,700

(b) Salary for 7 months on the basis of average salary 1,40,490

(c) Maximum amount 3,00,000
1,44,900

(d) Actually received amount
Hence, ¥ 1,40,490 would be exempt u/s 10(10AA).
Hlustration 8
Sri Amar Nath was employed in a company. He took voluntary retireme
2015 after completing 25 years of service. On 1st January, 2015 his salary was ¥ 6,000 p.m.
after adding the annual increment. In this company two months’ leave accrued every year.
Compute the amount exempt regarding encashment of earned leave, if his other particulars

nt on 1st December,

were as under :

A B C
Total leave availed during service 10 months Nil 30 months
Actually received amount ¥ 2,40,000 3,00,000 1,20,000
Solution
Average salary ¥ 6,000 per month.
Approved period of earned leave 25 months.
(on the basis of 30 days per year)
The least of the following amounts will be exempt :
A B C
T 4 ¥
(i) Salary for 10 months on the basis of average salary 60,000 60,000 60,000
(ii) Salary for the period remaining.after deducting leave
availed from the total approved period of earned leave
(on the basis of average salary) (15 x 6,000) (25 x 6,000) Nil
. =90,000 = 1,50,000 Nil
(iii) Maximum limit 3,00,000 3,00,000 3,00,000
2,40,000 3,00,000 1,20,000

(iv) Actually received amount

The amount exempt will be :
Case (A) 7 60,000; Case (B) ¥ 60,000; and Case (C) ¥ Nil.
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compensati RETRENCHMENT COMPENSATION [Sec. 10(10B)]
; BNSE D e T .
,':;}L:msnihme“l; :1 it\“ ved by a workman under the Industrial Disputes Act. 1947, at the
i a) An amount Calnﬂw:ttw(liu‘m from tax to the extent of the least of the following amount :
\i’-‘ Atsiount GHE t‘d l: ™1 accordance with section 25F(b) of the Industrial Disputes Act. 1947: or
e & ¥ the Central Government ¥ 5,00,000; or
(¢) Actual amount of COmpensation received R
The limits given w/s 10(10B) shaj] = - e
der any scheme approved by not apply in cases where the compensation is receiv:
O steckior he w ed by the Central Government in view of the need of providing special
pwtecnon to the workmen of an undertaking g =1
Retrenchment includes the following : g.
t;: retre:t;chn}ent On account of closure of business: or
( i;arﬁ‘cee--roor i&'ht; ;E;I'\'ICGS (}f workman to some other employer, if it amounts to break of
S erms of service of t y rer ss fav ble than that of
the original employer he new employer are less favoura
. -\sper the Indu"ft“al Disputes Act, 1947 the amount of compensation will be calculated at
15 days average pay for every completed year of continuous service and any part thereof in
excess of 6 months. : .

Average pay will be calculated as under

(@) If the workman is getting monthly salary, then on the basis of the salary of last three

calendar months: or )

(b) Ifth;workman is getting weekly wages, then on the basis of wages of last four complete

weeks; or

() If the: workman is getting daily wages, then on the basis of wages of last twelve full

working days.

Meaning of Salary. Under the Industrial Disputes Act, for this purpose salary or wages
mean all remuneration capable of being expressed in terms of money, which would be payable
toa wprkma.n in respect of his employment or work done in such employment, and include :

9) such allowances (including dearness allowance) as the workman is entitled to;

(i1) the value of any house accommodation or supply of light, water, medical attendance

or other amenity or services, or any concessional supply of foodgrains or other articles:

(ii1) any travel concession;
but does not include :

(a) any bonus;
(b) any contribution paid or payable by the employer to any pension fund or provident

fund for the benefit of the workman;
(c) any gratuity payable on the termination of his service.

[llustration 11

Mr. Rakesh is employed as a clerk in a Textile Mill at Amritsar since 1st October, 2002. He
s getting ¥ 12,000 p.m. as salary and ¥ 2,400 p.m. as dearness allowance since 1st January,
2012. His services were terminated on account of retrenchment of employees on 1st July, 2015

and he was paid ¥ 1,92,000 as compensation. Compute his exempted amount of compensation
for the assessment year 2016-17.

Solution
Computation of Exempted Amount of Compensation w/'s 10(10B)
(for the Assessment Year 2016-17)
The least of the following is exempt : -
1. Amount received ' 1.92.000
2. 15 days’ average pay for every completed year of service or part
thereof in excess of 6 months
In this case six and a half month salary .e.,¥ 14,400 x 13 + 2 93,600
3. Maximum limit 5.00.000
93,600

Exempted amount
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g ﬂ&sﬁuﬁﬁﬂﬁ pany;
i) A public o
:m_\,. Any other nnamﬂﬂnhc.. 5
(iii) A statutory »u.“ =
(iv) A local authorit} ® i
(v) A co-operative society

(vi) AUniversits; O ey chnologi

ii) An Indian Insti & ’ )
:HH_ y_ Any State Q&EB%%M i aghout India or in any State or State,
(ix) The Central CoverniDe » rtance thro alf, or By

(x) An institution, having %wmz@ in this beb
Central Governirs anagement: .ce in accordance with ap
(xi) Any notified Institute o NMEHE% of service Y Schey,
on voluntary retirement 0T
voluntary retirement; or _—
(B) In case of public sector EHM%H%& LA
shall be exempt upto a Eﬂﬁm Tl be exempt least of the following :
The amount &SERHM%_M _namn:mm months’ salary for each noBuﬂpﬁmm Year of sery;.
Acw M.Mm Euﬂﬁpwwm%m_mﬂo%ﬂ%ama multiplied by the balance months of service left by
ary a o ,
5 the MWS of his retirement on superannuation;
(iii) Amount received; .
(iv) Maximum statutory limit ¥ 5,00,000.
Meaning of Salary. It includes :

(i) Basic salary; { 1 .
(ii) Dearness allowance; if it is given as per terms of employment;

(iii) Commission based upon fixed percentage of turnover achieved by the employey,

No Exemption When Relief Allowed u/s 89

. Where any tax relief has been allowed to an assessee u/s 89 in respect of any amount receiy,
receivable on his voluntary retirement or termination of service or é_cbgmmtmwmmou. 10 exempi;
under section 10(10C) shall be allowed to him in relation to such, or any other assessment year
Hllustration 12 ’

John is employed in a Public compan i i
' : wgu_mvﬂmmmnﬂomﬂmcoococaf_m_
Retirement from Service, The normal age of retirement in the company is 60 msm John, ﬂ_ﬁ_ W

Amw::m:,nﬁa?.maaﬁumsn i i
o ek oy ._?& completed 20 years of service, His monthly salary at thetix

cheme of voluntary separation,

Basie Pay
Dearness AJ] . ; 100
HRA e (80p.c. includible for pension) w il
i o
at 1s the amount ., '
Solution kol compensation taxpq under the Act? o
Computat; .
Conary for this purpose 2 10/goy nam_cs_.smﬁ Taxable ws 10(10C)
%

Completed years of Sery; Sm_mowc._. °

Year
80 monthg 3

f
Service left iy, months . 1 DA 6,000 = # 13,000
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Exempted amount least of the following - 7

(i) Amount received 6,00,000

(i) 8 months'salary for each year of service 7 13,000 x 20 x 3 7,80,000
(iii) Salary of balance of months of service left before

23,40,000

voluntary retirement ¥ 13.000 x 180
(iv) Maximum exemption
Hence, Taxable Amount = 7 6.00 000 _ 5,00,000 = 7 1,00,000.
AMOUNT RECEIVED FROM PROVIDENT FUND

At the time of retirement or leaving the Job an employee receives a lump-sum amount from

provident fund. The income tax provisions of exemption in respect of such amount are as under :

(1) The amount received from statutory provident fund is fully exempt.

(2) The amount received from recognised provident fund is fully exempt provided that
(i) he has continuously served with this employer for at least 5 years, or (ii) if he has
not continuously served with this employer for at least 5 years, his services have been
terminated or he has left the service on account of his illness or the discontinuance of
the business on account of reasons beyond his control.

(3) Amount received from unrecognised provident fund is treated as under : 0
(i) The contribution of employer and interest on it is included under the head ‘Salaries

and liable to tax.

(i) The subscription of the employee is exempt.

(iii) The interest on the subscription of the employee is included under the head ‘Income
from Other Sources’ and liable to tax.

5,00,000

Lump Sum Amount Received from Provident Fund

v v v
Statutory Provident Recognised Provident Unrecognised Provident
Fund Fund Fund
v v v

..m..-unm..:_Uﬁ .mun@Hﬂ.ﬁv—. if service period was (1) .mH::u_O,ﬂmw.__m... contribution
at least continous five years or - Taxable U/H Salary ,
if the service period was less on (2) Interest on (1) above
account of his ill-health or - Taxable U/H Salary
other reasons beyond his control (3) Employee's contribution

- Exempt

Interest on (3) above

- Taxable U/H Income from
other Sources

(4

Illustration 13

Mr. X is employed in a factory as an accountant on a monthly salary of ¥ 12,000 plus a
dearness allowance of ¥ 1,200 p.m. He is a member of an Unrecognised Provident Fund to which
he contributes 10% of his salary and his employer also contributes an equal amount. On 1st
August, 2015 he resigned and joined another factory on the same date on a monthly salary of
¥ 16,000 p/us a dearness allowance @ 10% of his salary. He received ¥ 40,000 (including ¥ 8,000
interest) from the unrecognised provident fund of which half the amount consisted of employer’s
contribution and interest thereon. In his new employment, he contributed 15% of his salary to
a recognised provident fund while his employer contributed ¥ 16,160. He is also provided with
an unfurnished rent-free house by the second employer in a city (population 12 lakh), the
municipal valuation of which is ¥ 900 p.m. Find out his taxable salary income for the Assessment

Year 2016-17, assuming salary to be due on the 1st day of the next month.
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Under the head ‘Income from I—Im::;?g - CH:&RGE . ;
roperty: roperty’ the basis of charge is the annual value of

The property :

(i) consists of any buildin

gii) of v.vhich the assessee igsst?llt; 1(?;11(121'?2?1?%3“1: s e

(iti) which is not used for purposes of assessee’s business or profession. (Sec. 22)

The fo}lomg are the important points in the above definition :
. (1) :Buzldmgs or lands appurtenant thereto. Under the head ‘Income from House Property’
income 1s.cog:nputed on buildings and land appurtenant thereto. Land which is not appurtenant
to any building does not come within the scope of this section. Income from such land is taxable
under the head ‘Income from Other Sources’. The lands appurtenant to building include
compound, play-ground, kitchen-garden, courtyard, etc. In case of non-residential building, car
parking spaces, drying grounds, play grounds, connecting roads in the factory area shall be

lands appurtenant to buildings.
The following are the exceptions to the general rule that income from house property is

taxable under the head ‘Income from House Property’.

Exceptions .

(a) Building or staff quarters let out to employees and others. If the assessee lets out the
building or staff quarters to the employees of business whose residence there is necessity for the
efficient conduct of business, the rent collected from such employees is assessable as income from
business and not as income from house property: (CIT vs. Delhi Cloth & General Mills Ltd. 59 ITR 152)

(b) If a building is let out to authorities for .locating bank, post office, police station, etc.,

will be assessable as 1ncome from business and not as income from
e of letting out the building is to enable the

iﬁlcome from such building .
ouse property, provided t 1
e iness more efficiently and smoothly. A
[CIT vs. National News-paper and Paper Mills Ltd. (1978) 114 ITR 388

assessee to carry on his bus
; 1 buildi with other assets. W_here the assessee lets on hire
mac}Efx)l Com{.mszte i‘ett;r}f ufg belongifzfg to him and also bl.nldmgs for a composite rent and the
ery, plant or fur he said machinery, plant or the furniture,

re 13 ‘a1 ble from the rent of ¢
thggrfcf;;gz ?ru:]mdlsﬂlgcsi:lse::?ifg iasrﬁot chargeable to 1ncome tax under the head ‘Income from House

Property’ but it is taxable under the head ‘Income from Other Sources’ or under the head

Business or Profession’, if such letting is his business. [Sec. 56(2)(ii)

; : ble as business income
: ation. It is assessd ; ; :
(d) Paying-guest accommod tion, main object of assessee company was to

: of associa S
Where in terms of memorancurs Jetting out S2me, said income was brought to tax as

acquire properties and earn income by house property.

us : - 1 come from
iness income and not as N0 Onennai Prope ties & Investment Ltd. vs. CIT (2015) 231 Taxman 456 (SC)]
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(i) The person in whose s tie mortgagor E_.wm the owners of the property -

(2) On its Annug

t
and land appurtenant g
value'is given in the subsequer uanq nerof th

e
(3) The assessee should be 3.

ii) In case of mortgage, it 1 ed to z 4
W«nswm Ouwners. The following aré et operty t0 his or her spouse, Withoyy
(a) An individual who transfers an¥ EMMM%M with an agreement to live apart, . ﬁwagf
si i being a transfer in oo™ be the owner of the hoyg am,
Mmuwﬂmw nmwmwa”“mhﬁm daughter, shall be deemed to e Propen,
b, : any or an Association of persons ¢
ber of a Co-operative Society: Comp e 08 10 wh,
(b) A member of a Co-ope od under a house building scheme of the societ  cong,

building or its part is allotted or leas that property
sociati be the owner of that property.
or association, shall be deemed to  ssession of any building in part tml.agmbf

(c) A person who is allowed to retain p
contract (referred to in the Transfer of Property Act) shall be deemed to be the own

building. )
(d) A person having lease rights in the property under a lease extending to 12 yearsgry,
in the aggregate including the term for which the lease may be extended shall be deemeqy,,
the owner of the property. 2 ¢
(e) If a person takes a land on lease and constructs a house upon it, he will ha deeny,
be its owner. ;
¢ ® %@w:&@ Ouwnership. If the title of ownership is disputed in a court of law, the recipi
of rental income or th 5 is i i i :
st e person who is in possession of the property as owner is treated agy,

(4) It is not used for purposes of assessee’s business or !

G ; profession. If the prope g
MH M.W_ wm HWM& by J,m assessee for the purpose of his own business or ﬁﬁoammmmonvmbnwwww whmww
. 258 OF profession are assessable to tax, the annual value in respect of such _UEEE#

r of i
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j exempti
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gross total income byt deduction is m:c
1. Fully Exempted Incomes

(1) Income from farm h;

& ouse (See details i

(3) W“MMM M alue of ong palace of mxan&mwnm_wm“xma Aigltony] SR

. o ﬁwo_umﬂﬁu. o g uler, _mmn. 100194
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(5) Income w.c:ﬁ one self-occupied house

(6) Income _33 :oﬁ_,wr meant for self-residence but could not be occupied throughout the

Previous year on account of his service business or profession at any other place.
2. peductible from G.T.IL. £
(1) Wﬂﬂﬂﬂmz acma.w_hm%qﬁ“m_w e.mw wﬂ__ﬂw from the letting of godowns or s.m«e:a_._ﬁ_mwﬁona mﬁﬁwmmm
(2) Income cmm co-operative society from house property, provided its gross total income does
R PR ¥20,000 and the society is not a housing society, urban consumers’ co-operative
society, transport society or society manufacturing goods with the aid of power.
Other Important Points regarding Income from House Property

(1) Income _‘.3..,‘3 house property situated abroad. Income from House Property situated in
a foreign country is taxable only in case of residents. If foreign property is taxed in India it will
be taxable under the head ‘Income from House Property’ and its annual value shall be computed
as if the property is situated in India.

(2) Property owned by co-owners. Where a property is owned by two or more persons jointly
and their respective shares are definite and ascertainable, income from such property shall not
be assessed on such persons as association of persons, but the share of each such person from
the property shall be Eacmmn in his respective total income. If any portion of the house
belonging to a co-owner is occupied by him for his own residence, that portion will be treated
as self-occupied house and its annual value will be Nil, i.e., it will be exempt from tax.

(Sec. 26)

(3) Composite Rent. If a building is let out to a person along with other facilities (e.g.,
electricity, cooler, lift, water pump, water tax, etc.) for a composite rent and if the rent of the
building can be separated from the rent of such facilities, the two rents will be separated and
that belonging to the building only will be taxed under the head ‘House Property’ and that
which belongs to other facilities will be taxed under the head ‘Other Sources’. If the composite
rent cannot be split up it will be taxed under the head ‘Other Sources’.

ANNUAL VALUE
(A) BUILDINGS LET OUT
Income from house property does not mean rental income; but it means the sum for which the
building might reasonably be expected to be let from year to year. An assessee’s income from house
property is computed on the basis of its annual value. Hence, it is very important to understand
properly the method of determining the annual value of the house property. If the annual value is
not determined correctly, the taxable income from house property will be wrong.
Definition of annual value . The annual value of a house property let out shall be deemed
tiba [Sec. 23(1)]
(a) the sum for which the property might reasonably be expected to be let from year to
year; or
(b) where the property or any part of property is let and the actual rent received or
receivable by the owner is in excess of the sum referred to in (a), the amount of rent
received or receivable; or
(c) where the property or any part of the property is let and was vacant during the whole
or any part of the previous year and owing to such vacancy the actual rent received or
receivable by the owner in respect thereof is less than the sum referred to in (a), the
amount so received or receivable.
Deduction of Municipal Taxes
From the value determined under (a) or (b) or (¢) the taxes (including service taxes) levied
by any local authority and paid by the owner during the previous year (irrespective of the
Previous year to which such taxes relate) shall be deducted in determining the annual value of

the property, )
Generally, the service taxes include fire tax, water tax, conservancy tax, education cess, etc.
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INCOME FROM HOUSE PROPERTY i
e, 23(10A
ination of Expected Rent _ (Sec. 23( er)
pete™ "y ere standard rent has not been fixed. One of the following (Whic
shall be the expected rent of the building : X e
i) Municipal value determined by the local authority for charging
(ii) Fair Rent—Rent of similar properties in the same locality. R
p) Where standard rent has been fixed. One of the following (Whic hever
k the expected rent of the building :
(i) The value as determined under (a); or -
(i1) The standard rent fixed under Rent Control Act of a State.

d rent cannot be more than the standard rent but it can be less than _._.:....a._:_.,,..;.. :
|Balbir Singh vs. MCD (1985

hever is great

house tax, etc.: oF

is less) shall be

dard rent. -
po e 52 ITR 388 (sCY
Note L
. [Sec. 23(1)(b)]

" s f Actual Rent , di
,mination ¢ : of providing
umﬁ.mc::,::%m the owner takes upon himself under an ...ﬁqcn:;_i _rﬁ.. T_M_.ﬂ.ﬂwsm.—aﬂ.:z. etc.
-t r:.. facilities to the tenant, e.g., lift, water pump, electricity. ..m?n_m_mm.q F,cn.: facilities will
,_.m._ ”ns a case, the actual rent received/receivable minus the cost of providing s :
nSuch - .
. the actual rent. ) ) X nant will pay
" If the tenant has undertaken the obligations of the landlord, ,.,...m.pw%_ _Huﬁamai in __.W:ﬁ
lectricity bills of the portion occupied by the landlord, the amount so paid w1 :
o eceivable to arrive at the actual rent
oceived/receiva E L i ~ X : rys -egarding the
L However, no adjustment will be made in determination of actual rent regarding
following : ilding occupied by him.

() Tax paid by the tenant to the local authority regarding the bu
(i) Repairs charges borne by the tenant.

(iii) Notional interest on deposit taken from the tenant.
Ilustration 1 d by the Rent

Mr. X is the owner of three houses, which are all let out and are not governe

e in each case :

Control Act. From the following particulars find out the gross annual valu
Particulars - F - L2
—————— o 7 z
1. Municipal Value 30,000 20,000 wm.ocg
2. Fair Rent 36,000 24,000 32,000
3. Actual (De facto) Rent 32,000 28,000 30,000
Solution
_ - - g e | e B [N | e
Ny AR - . . E 4 E4 L4
(a) Expected rent 1 or 2, whichever is
greater 36,000 24,000 35,000
(b)  Actual rent 32,000 28,000 30,000
Gross Annual Value (a) or (b),
whichever is greater 36,000 28,000 35,000

Hlustration 2

Mr. X is the owner of four houses, which are all let out and are covered by the Rent Control
Act. From the following particulars find out the gross annual value in each case, giving reasons
for your answer :

____ Particulars | o | 1 . mr v
. z _ ? 3 el
Municipal Value 30,000 26,000 35,000 30,000
Fair Rent 36,000 28,000 30,000 36,000
Standard Rent 30,000 _ 35,000 36,000 40,000
Actual (De facto) Rent 40,000 _ 30,000 32,000 32,000




- 300 =

1. Expected Rent 0. 30,000 321
2 Actual Rent 40,000 35,000

Gross Annual Valve 1or 30,000 35 "
2 whichever is 40.000

tration Value of th ; .
EEE o M s aawing information compute Annual € Propertie,

assessment year 2016-17 : Properties
i 1 I v
7 ¥ ¢ ?
1. Fair rent 30000 25,000 23000 =
2 R b ! 25000 27,000 29,000 25,000 ..
3. Nﬂﬂﬂ,ﬂ i 28800 30,000 27,600 30,000
(De facto rent) >
4. Standard rent = - - 24,000 4
5. Municipal tax Paidfor Paidfor Paidfor Notpaid
PY. PY. PY. Ldgis
2015-16 2014-15 2015-16 g .E 5
& & i
i 2015-16 2016-17
8. Date of complotion of 2,500 5,400 5,800
construction
— 11%

NCOME FROM HOUSE PROPERATY 159
tion of Annual Val
Computa ue of a house under diffe i
b rent situations
i 1) .m..an_h___.._:qﬁ:: of Annual Value in case of lev-ont howss: sekick neitherr
during any part of previous year nor there is )
Sross annual value s > : :
Gross he G ¥ e shall be the ¢ xpected rent or actual rent, whichever is greater
muﬂam,.m € m.w%....,, ﬂ:J:m__ value, the municipal tax paid by t ing the previous year
& 2 cted anc balance shall } i y g i " S RO i -igan
shall be dedu the balance shall be the annual value of the property let-out

emains vacant

any unrealised rent

he owner dur

::R?a?.aa 4
Determine the annual value of the house in the following cases

A B
e ¥
Municipal value 1.00.000 1.00,000
Fair rent 1,20,000  1,20,000
Standard rent a0.000 1.40,000
Actual rent received 1.32.000 96.000
Municipal tax 10% of M.V, oaid by il by
owner tenant

Solution
Computation of Annual Value of the House

A B
4 z
(a) Expected rent 90,000 1.20,000
(b) Actual rent 1,32.000 96,000
Gross Annual Value (a) or (b), whichever is greater 1.32.000 1,20,000
Less : Municipal tax paid by owner 10,000 Nil
1,22,000 1,20,000

Annual Value
(2) Computation of Annual Value in case of let-out house which remains vacant for whole or

any part of the previous year.
(A) House remains vacant for full year - In such a case gross annual value will be nil.

(B) House remains vacant for a part of the previous vear :

(i) If the actual rent received/receivable for let-out period is more than the expected
rent, the actual rent received/receivable will be the gross annual value.

(ii) If the actual rent received/receivable for let-out period is less than the expected rent

owing to such vacancy the actual rent received/receivable will be the gross annual value.

(for the Assessment Yoqr MEEMFUME Hlustration 5
E I I r v ¥ Determine the annual value of the house in the following cases :
m. Actual rent z Ed - : : Expected rent 7 1,00,000
) o 30,000 27009 o House let-out @ ¥ 10,000 p.m.
GAV ] _ 28 ’ 29,000 24000 13¢ 2 o
= or 2, whichever nquJm.m 30,000 27.600 wc.@oc 1200 House tax paid by owner Z 9,000 (10% of municipal value)
Less m.“.mwm:w 30 PR .- > = House remains vacant for (a) 1 month, (b) 3 months.
Notes Annual Valye 5 2500 5,400 mu ’ 14 (a) Computation of Annual Value of the House
I Wnﬁﬂqﬁ Vwas in EXistense o .- ..nwmﬁrmm.rc Mﬂg 24500 —_ g Actual rent for 11 months 7 1,10,000 is more 4
2 Mumicipa] pay o % months during Eﬁwn 23,200 30,000 = than expected rent ¥ 1,00,000
following yeur ww.“ngrn ”W Previons peay " ¥ear, hence, G A V. for six months 5~ Gross Annual Value ) 1 HW% .
(b) Oﬂuvn“.“”“? Sl ihmmg % the previous year or preceding = b ; Mumipaiial tox peid Annual Value mbu@
NM E o %m&t&sﬂﬂw Value of the g, (b) Computation of Annual Value of the House
- Municipa] tay paid T 2016.17) 1 Actual rent for 9 months ¥ 90,000 is less
Note - When H.%.E than expected rent  1,00,000 due to vacancy e
: 150 Gross Annual Value S
==500 Less : Municipal tax paid P bt
Annual Value 81,000



== house, which does not g,
Iy

oM

o s ot
e . n.h.m.m. Q\ﬁmNh. aﬁﬁhmmﬁ.& ﬁ@..ﬂﬂ. [

0

B ] js unre ; discusseq i
. ual here 18 ned as di sed in (

(3) Computation Q_\RHE year wﬂcﬁs% -1l be _wmn%&ndmsm the balance wjj UM ). mf
R QMHM. W.m_nm of mnnw%ﬁmcﬂ will be allo the g,
gro nmwﬂmnmﬂvwmwmm the following de al m:awen&o :
- ally paid bY e o&amwm.“a“ are satisfied)- ty item b]

(a) Tt Aty itions of ouse Property 1tem
(b) Unrealised n.i:?méﬁ ¥ come from m. s bR .y
[See Form ITR-2, Schedule S Finance T 001, wi e, m,Ed,_.m,
ubstituted BY ©° % house property. If the dec e}
Sm .

tions 23 and 24 were Subst income
Section tion of Hﬂrmb the mann

2002-03 to simplify the COMPU™E ", N ay,
| y . x anner 0 imple. Iy
unrealised rent is given 1n 811 instead of stmp: ;
the _q._h.o_amm_.:.m will become cumbersome inste: Central Board of Direct Taxe, 18 iy,
i,

. ; the Rt

Prthiec-stanioan nas.mnmzcw m”wwﬁ_w&_ value of a building in the mannep Proy,!
| on the department. Hence, computatio il
in the Form (Return of Income) 18 H&Iﬁ@l e

er bﬁoi&mn in item b (give

Hlustration 6

alue of the house :
From the following information compute the annual v ®

1 4
Municipal value 50,009
Fair rent 1,80,00
Standard rent H.mobg
Actual rent 20,009 It
Municipal tax paid by the owner 20% of M.V. ; 5
Unrealised rent ¥ 40,000. Conditions of Rule 4 are satisfied.
Solution
Computation of Annual Value of the House
£
(a) Expected rent 1,60,000 X
(b) Actual rent 2,40,000
s _m_wﬂwm E:ﬂ Value (a) or (b), whichever is greater , 24040
: unicipal tax (20% of o
(i) Unrealised ront ¢ 0000 80,000
40,000 7o
Annual Value LT

) O - 4 ——
_A., bww.nhﬂ..th..._uhgh C\. ual —‘nmkm L case O&-M&h.@mﬁ \wahh%- aﬂnnﬁ.\n wﬁsﬁwhﬂm% vVacant .
»&___:w ! aur Sw_._

(i) Taxes actually paj
y A y paid by the
i (1) Unrealised rent. (If ncau_.nco wher to
ustration 7 ns of R

From the wc:cﬂ;_bw information compy

the loea] authority-
ule 4 are satisfied. uua

te the annyg) value of the house :

Em_E,..‘._,me valye
Fair rept 7
Mnmﬂm_mu.& rent M.QQ.QQQ
Actual rent 1,80,000
Building remaine vaeqy g 2,50,000
30,000 2

Unrealiseq rent two m
o % 30,000 . Monthg durip y
Municipal tax pai g O0- OQ:&:oam of € the Previoy
Paid by the OWner 7 15 acwﬂ_m%_um% satisfied i
i Y ﬁw._m ten, :
ant ¥ 15,000

g

- _INCOME FROW HOUSE PROPERTY el
Solution
Computation of Annual Value of the House 4
(a) Expected rent ¥ 2 00,000
(b) Actual rent (¥ 3,60,000 — 69,000 vacancy) 7 3,00,000
Gross Annual Value : 3,00,000
Less : Municipal tax paid by owner 15.000
Unrealised rent 30,000 45,000
Annual Value 2,55,000
(Sec. 24)

peductions from Annual Value
The income chargeable under the head ‘Income from House Property’ (in case of let-out
house) shall be computed after making the following deductions from its annual value :
(1) A sum equal to 30% of annual value as standard deduction for expenses (except

interest).

Points to note :

(i) Standard deduction @ 30% of annual value shall be deducted whether any expenditure
is incurred or not.

(ii) If owner of the house occupies more than one house for his residential purposes, except
one house all other self occupied house/houses are deemed as let-out. In such a case standard
deduction @ 30% of annual value shall be allowed.

(iii) In respect of one house which is treated as self-occupied house, standard deduction is
not allowed.

Note : For self-occupied house see ahead.

(2) Interest on loan taken in respect of house property. Interest on loan taken for the
purpose of purchasing, constructing, reconstructing or repairing the house property is allowable
as a deduction on accrual basis.

Points to note :

(1) Interest on unpaid interest is not deductible.

(ii) Interest on a fresh loan raised merely to repay the original loan taken for the above
purposes is allowable as a deduction under this section.

(iii) Any brokerage or commission paid for raising the loan is not deductible.

(iv) Interest for pre-acquisition or pre-construction period. Interest payable in respect of
funds borrowed for the acquisition or construction of house property and pertaining to the period
prior to the previous year in which such property has been acquired or constructed shall be
deducted in five equal annual instalments commencing from the previous year in which the
house was acquired or constructed. The amount of interest shall not include any amount of
such interest allowed as a deduction under any other provision of the Act.

The interest for the previous years prior to the current year, which is to be deducted in
five equal annual instalments, shall be deducted in addition to the interest of the current year
Le., the interest allowable shall be the interest for the current previous year + V5th of interest
for the previous years prior to the year in which the house is constructed or purchased.

COMPUTATION OF PRE-CONSTRUCTION PERIOD

For calculating the interest on loan for pre-construction peried it is compulsory to know
the duration of such period. Pre-construction period starts from the date of loan taken upto the
end of financial year just preceding the year in which the construction of house property has
been completed or date of repayment of loan, whichever is earlier. This aspect is explained with

the help of following examples :




—— INOUmE T

- e .a< :
= : _  house 13 ? m_%Mmﬁ_onm_ taxes, 2% of valuatigy,

St mmam_a ; ation
M_:mrﬂ.ww M m. ﬂwﬁ W_.%m Municipal valu
e

| as k aE.
and completed in Febry - Y

. : ) |
and Health Cess. cty began it m%%h erty, 0D which he has pajq . mm_ B,
The construetion of __u.,%wm%% of the Eﬁ 5 ring the previous year, pj. 5 iy
Emosmmzwmn %ﬂwﬂw and 750,000 a3 11 AL S,
interes 3. gessm 17
Premium paid ¥ 2,000 p2- house property for the m—ma:mm Property
Compute the income from tation of Income from et
Solution Compu .Mna... the b&mﬁm-&&:.. wan—ﬁ
nt .
G.AV. (Actual rent is more than mwﬁmmﬁmmﬁﬂ health cess ____T
Less ”.Z:.EQE_ tax including education Annual Value
27,198
Less ; 30% of AV, 5 50,000
Interest for PY. 40,000
e m.—.m.mEHm.amm from House Property B n.,..wu.

(B) BUILDINGS SELF-OCCUPIED FOR RESIDENTIAL PURPOSES <
The buildings self-occupied by the owner (an individual or HUF) for residentia] P

can be divided as under : : !
(1) (a) House or part of a house occupied by the owner for full previous year for h,, Pury

of his own residence, or [Sec, 2309y,

(b) Unoecupied house. ) [Sec, ww_w__...

(2) House self-occupied for part of the previous year and let-out for part of the 9.3;*
year. 0

(3) More than one house in the occupation of the owner. WM, N*

(1) Self-occupied house or Unoccupied house. By

Where the property consists of a house or part of a house which :
(a) is in the occupation of the owner for the purposes of his own residence; or
(b) cannot actually be occupied by the owner by reason of the fact that owing 4,
employment, business or profession carried on at any other place, he has to vy
G ﬁMR o_ﬁm«%_mg in a building not belonging to him, i Ty
ual value of such h :
st ouse or part of the house shall be taken to be nil.
1. The self-occupied house or part of i
t
E of the previcus yer. P it should not
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ts/units are let-out, the

; benefi
m.c_..,b.._ﬁ which is ge] ottt salf

y -occupancy shall be availat
Foccupied. If municipal valuation/municy

4. If the construction of g, 11%05 0D & reasonable hags, > P® @PPOrtioned betwe

e SoRStructed, (i

. e )
€ Maximy | ) repaired, (iv) ren

mit for deduction of inte

. INCOME FROM HOUSE PROPERTY .
(b) where such house Property is (i) acqui

w_,ﬁm..,up.w_zww. the nma:naor c”_ s
(w.e.f. A. Y. 2015-16), The
years (within five years,

d, or (ii) constructed with capital borrowed
on account of interest shall be allowed upto ¥ 2,00,000
acquisition or construction should be completed within three
yeat wef AY. 2017- i ar in which
capital was borrowed: ¢ PRI S end of ke fusncial geec i)
(¢) to nmmSH 5” nmncn:n._: for interest the assessee should furnish a certificate, from the
twwwﬁ._._ 0 ”_.._ 10m any interest is payable on the capital borrowed, specifying the amount
on.:m es payable by the assessee for the purpose of such acquisition or construction
of the property, or conversion of whole or part of the capital borrowed which remains
to be repaid as a new loan,

‘New loan’ means the whole
capital borrowed for the purpos
(d) other provisions relating to inter

or part of a loan taken by the assessee subsequent to
e of repayment of such capital.

el est are the same as discussed under let-out house property.
Chart showing Computation of Income ?c.._m .mmwm.
_ (i) Gross Annual Value—Ni]

m (i) Municipal taxes paid by owner durin
| (iil) Annual Value—Nil |
_ (iv) Standard deduction for expenses—Nil _

(v) Interest on loan—Deductible upto # 30,000 or ¥ 2,00,000 as the case may be
(vi) Loss from self-occupied house—z....

| This loss can be set-off against income from other house property or under any other head |
\_ of income. )

occup ied House

g previous year. Not deductible

— - — — - e —— e — - it
Hlustration 10

Interest on loan of ¥ 3,00,000 taken on 1.4.2013 @ 10% p.a. to construct a house is % 30,000
for the previous year 2015-16, when the construction of the house was completed. Interest for
the preceding two years was also paid but not claimed as deduction. Compute for the assessment

year 2016-17 the amount of interest deductible in computing the income from house property if
the house is (i) let-out, and (ii) self-occupied.

Solution
(i) Let-out house :
Interest for the P.Y. 2015-16
Interest for 2 years prior to the current previous year
(during which the construction of the house is completed)
¥ 60,000 deductible in 5 equal instalments 12,000
(ii) Self-occupied house :
The deduction shall be allowed to the extent of Z 42,000.
Note : The loan is taken after 1.4.1999. Hence, interest is deductible upto 7 2,00,000.
Hlustration 11
Ram took a loan of ¥ 16 lakh @ 10% p.a. on 1.7.2013 for constructing a house. The
construction of the house was completed in the P.Y. 2015-16.
Compute for the AY. 2016-17 the amount of interest deductible in computing the income
from house property if the house is (i) let out, (ii) self-occupied.

T T

Seolution
(i) House let-out : 4
Interest for the PY. 2015-16 1,60,000
Interest from 1.7.2013 to 31.3.2015 ¥ 2,80,000
Deductible in five equal instalments 56,000
2,16,000

(ii) Self-occupied :
The deduction shall be allowed to the extent of ¥ 2,00,000 only.
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170 INCOME TAX

Property owned by Co-owners

(Se,

: - 2

‘ sl ik two or more persons and theiy regng... )

Where the house property is owned jointly by ; o S SPect;,

shares are definite and ascertainable, they shall not be assessed as al;la'bsc‘);:llatlog Ufpergms;:-

respect of such property but they shall be assessed individually on their shares In the ingg

from the property, ) .

Where the house property owned by co-owners is se'lf-occumed by each ?f Ehe CO-0wng, t

annual value of the property for each co-owner will be nil. Each co-owner wi e en

titled to,
deduction upto ¥ 30,000/2,00,000 on account, of interest on money borrowed for the purp@sesu}
the property [u/s 24( %

Where the hous roperty or part of the house property, whiqh 1s owned by the ¢,
is let-out, the income from such property or part of the_ property will be first computed
property is owned by one persor’nd thereafter the income so computed will be ap

amongst each co-owner on the basig of their definite share.
Hllustration 19

X, Y and Z are three friends owning equally a house property consisting of six identj
units. One unit is self-occupied by each one of them for their residence. The remai

“OWmeyy
asif thig
Portigny

ning 3 ypj,
are let-out on a monthly rent of # 6,000 per unit. The municipal value of the house Property;;
¥.4,00,000 and the municipal taxes paid amount to 7 80,000 during the year. The other eXpenges
were as under : ?
(i) Collection charges 6,000
(ii) Insurance premium paid 7,000
(iii) Interest on loan taken for construction of house in 1998 1,30,000

One of the let-out units remained vacant for

Compute the taxable income under the head Incom
income of the three friends fo

Solution

e from House Property and also the tota
r the assessment year 2016-17.

Computation of Taxable Income from House Property

(for the Assessment Year 2016-17)
Let-out units (50% of Full House)

i
Expected rent # 2,00,000

Actual rent 7 2,16,000 — 18,000 = 7 1,98,000

Actual rent is less than expected rent due to

vacancy. Hence, gross annua] value ¥ 1,98 000

G.AV. 1,98,000
Less : Municipal tax paid (509 of ¥ 80,000) 40,000
Ann 1,58,000
Less : Deductions - ual Value s
(i) 30% of A. V.
(ii) Interest on Loan ( 1/2) gg’ggg M
Taxable Income from Let-out Unitg i T _ﬁ@}@
Share of each co-owner - 1/3 of ¥ 45,600 = 7 15 200 50
Self-occupied units (50% of Fy]] House) e
X b 4 Z?
Annual Value N'i; ?1 Ni
Less : Interest on loan 65,000/3 =7 9 1,667 A D

restricted to the maximum of 6
Z 30,000 for each Co-owner 91,60
Loss from self-occupied unit %2—23 21,667 2 g



yiew to make P;Eﬁtc'llt includes any trade, commerce or manufacture or any adventure or concern
inthe nature ot trade, commerce or manufacture. It is not necessary that there should be a series
of transactions 1n a business and that it should be carried on permanently. Neither repetition
por continuity O_f similar tr ansactions is necessary. Profit of an isolated transaction is also
taxable _undflr'th:ls head, provided that it is a venture in the nature of business or trade. In this
wonnection, 1t is important that the intention of purchase or manufacture should be to sell at a
profit. : [Sec. 2(13)]
Profession. Profession means the activities for earning livelihood which require intellectual
skill or manual skill, e.g., the work of a lawyer, doctor, auditor, engineer and so on, are in the
nature of profession. Profession includes vocation. Vocation means activities which are per-
formed in order to earn livelihood, e.g., brokerage, insurance agency, music, dancing, etc. As the
rules for the assessment of business, profession or vocation are the same, there is no importance

[Sec. 2(36)]

of making any distinction between them for income tax purposes.
Demerger. In relation to a company demerger means the transfer by a demerged company

ofits one or more undertakings to any resulting company which fulfils the prescribed conditions.
[Sec. 2(19AA)]

Demerged Company. It means the company whose undertaking is transferred, pursuant to

ademerger, to a resulting company. it 15 : [Sec. 2(19AAA)]

Resulting Company. It means (i) one or more companies (including a wholly owned

subsidiary thereof) to which the undertaking of the demerged company is tran{ssferred in )?
ec. 2(41A

demer er:
i tion of such transfer of undertaking issues shares to

i glii) the resulting company in considera ;
es ed company; an
areholders of the demerg £ cal authority or public sector company or a company

(ili) includes any authority or body or lo
&tablished, constituted or formed as a result of demerger.
PROFITS OF BUSINESS OR PROFESSION (Sec. 28)
income tax under the head ‘Profits and Gains of

Bus'The following incomes are chargeable to
1Ness or Profession’: ' d gains of any busi

¥ - wssion : The profits and gains of any business or

U Revenue profits from business orl;t;rg}}:e assessee at any time during the previous year;

© profession which was carried 00 o
) giny compensation due to Eﬁer‘fﬁgle or substantially the whole of the affairs of an Indian
a) %ny person, managlggn with the termination of his management or the modification
ompany in connec : .
of thfaJ terj'(ms and conditions relating thereto;

A
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— ST whole of 8 with the termina 18 offigg "
M managing b ection ing thereto; y

i connesT ting ! & i
e onditions rela rt of the activities re]g

a
for any P tion of agency or th

; tin
ith the termin 0y

€ Mgy,

the Government, . .

nment, under any law for ;w &
fs

< ; ned or controlled D Fom property or business.
corporation owne ement of 2 ! ' .
being in force, of the M%ﬂwnvmm% i nmnww_u_mra: of consultancy agreen,
ation recerv g(ii)c). i
m‘am::wﬁwnana and not Emmmmmz_mmﬂwwmaw&&ﬁ Bros. (P.) Ltd. (1999) 239 ITR 47,
. . Income derived by 2 trade, professional g . -
(3) Income of trade association €fc. ° 3 fon it e Sing
association from specific services uwHoMmEm
@ o Prafito Smﬂmwamhmm %Hﬂm under the Imports Control Order, 1955;
(a) t on sale of & : :
(h) Cash assistance received 0T receivable by any person against exports under,

*the Government of India; .
scheme of ns or excise duty to any person against exports.

(¢) Repayment of any custo ;
(d) E% profit on the transfer of the Duty Entitlement Pass Book Scheme, being .
e export and import policy; i

Remission Scheme, under th 1
(e) Any profit on the transfer of the Duty Free Replenishment Certificate, being
Duty Remision Scheme, under the export and import policy; N

5) Value of any benefit or perquisite : The value of any benefit or perquisite whe,

convertible info money or not, arising from business or the exercise of a profession, s,

”wrm_.w_ a _ﬂﬁ_ﬂm_ﬁum in consideration of his services to a company gets free mnnoEBa%%
e value wi assessable in the hands of the assessee as his i o

W-dm”vw mb.m\.DaEm of Business or Profession’. A e e de
N&.N__qﬂ.hm o @ ;UD?“.JN,... . 1

remuneration due to oaﬁmm __”w"_w“w .mﬁv. Emwmﬂmmr el vozqdu:m. ot e

has been allowed as deduction in com ﬁcc,b mM% i e i pravidad til

Interest on securities : Interest on wmn__wm. m.w b Em_“.__.m PIDCIRA o sno ) Py

in mmn_.ﬁﬁ.mom. otherwise interest on mmnnhﬂw. if the business of the assessee is toine

the head ‘Income from Other Sources’ s 1l b chargaable fo fneoria tax ol

(8) Any sum received
der a K
©) Any sum, whettop 2der a Keyman Insurance Policy includi
(a) not nmaz.wm_gwwwwﬂomzmm or receivable in cash ..u_wum““m?mﬁm s
b 2017-18); or Y activity in relation to any _u:wmmm_“.uwmﬂ pr w.m.nm.mu._mun aﬂﬂ
(b) :Mm wrmﬁ_wn any know-how, pat cn.. Lo
other business or Sgﬁ.rﬂ_ ME
g

(6

(7

(10) Any sum, whether pgg

a

Gesop, o 424 o ondu]

(11) Inoaac ™ been alloweq i
come from g 0 a8 a dedyey;

Icuamcmu.. any sum on

of nwwm _.-W.Jn to thari » dc__...mn

business (or Profess

ted ag : g i
_ussﬁwwu”_w% e Oﬁ_ﬁ%“ﬁ,ﬁﬁas this clayge 2 15 arww%wmw thing or right to carry o ¥
28(iii) does not Mwm@”oama of Fﬁ%m mmms_mmg ¢ under the head ‘Capital
0 other g, COmmygy, ;. , eans
cig] 5 o Eﬁmﬂww an associat; 5 i3
£ iation of businessmen o'

e.gq, i
eg,as m.mém Chamber of Commerce. 5%
S club, or ericket club and i
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h a nature
all be deemed

as to

are of suc
ss’and it sh

where mﬁmmc_m:ﬂm transactions carried on by an assessee

+ute a pusiness, the business shall be called ‘Speculation busine

naamn__&ms.ﬁnﬁ and separate from any other business.

to wm.m eculative transactions’ means transactions in which

ﬂcauuo%ﬁ& including stocks and shares is settled otherwise

sfer of the commodity or scrips.
IMPORTANT RULES REGARDING ASSESSMENT OF PROFITS AND

GAINS OF BUSINESS OR PROFESSION h
ss or Profession carried on by the assessee. Tax is ch argeable from the person who
r of the business)

business or profession. It is immaterial if the assessee (oWne N ol
business through a manager or other servant, or any other agent duly aut orize

rchase or sale
tual delivery
[Sec. 43(5)]

a contract for the pu
than by the ac

Guma.ﬂ.am
carries 01 the
carries on the

him.
by (2) Tax is chargeable on the aggregate income from all bustne
The profits and gains of different businesses or profess

_&u\. arn assessee. r
mmwommmmmnm not taxable separately; but tax is chargeable under one h

jncome from all businesses or professions carried on by the assessee.
(3) Profits and Losses of speculation business are kept separa te. Profits and losses of
speculation business carried on by an assessee are kept separate, i.e., if ﬁ..mwm is a loss in a
speculation business it can be set-off only against profits of speculation business. )

(4) The business or profession is carried on by an assessee for any time during the previous
year. The assessee should have carried on the business or profession for any time during the
business year, L.e., whether for full year or for a part of previous year only.

(5) Profits on sale of assets on the winding up of a business. Profits made in winding up of
2 business by the sale of assets in one lot are not taxable as business profit but as capital gain.

(6) No tax is payable on anticipated or notional profits. Tax is levied on the actual profit of
the previous year and not on the anticipated profits. If in a business there is an expectation of
earning some profits in the near future no tax can be levied on such profits.

(7) Expenses of an isolated transaction. An isolated transaction of purchase and sale is in
the nature of trade. For determining the profit earned by the assessee in such a transaction, the
expenses incurred by him in respect of that transaction during the years prior to the year of

account shall be allowed as a deduction.
Tax is payable on the income of every business

(8) h&.ncwam of illegal business or profession.
or profession whether legal or illegal. The expenses incurred to earn income from illegal business
which are incidental to such business are to be allowed as deduction out of the income earned

from illegal business. However, penalties levied for infraction of law and expenses incurred in
defence of miaﬁﬁ proceedings are not allowed. Loss computed under illegal business cannot be
set-off against the profits of legal business.
o (9) Expenses incurred before wws.m:% up a business. These expenses are not admissible. In
i :.Mw.mM of a company expenses incurred before incorporation are not allowable but those
wﬁmamwn m.nﬁ.om.ﬂ incorporation but before commencement of business are allowable. However,
Rﬁosmm_m :ﬂmmwnhwwm-nww Mu%w.ﬂmmm incurred by an Indian Company or any other resident person is
10) General commercial principles to be kept in view while determini
@ business. It is essential to k in view i hins Qﬂ.m o .uu.ox.mnm o
the roq] i U:m.:.__ MMm. eep in view the general commercial principles while determining
rma.m_hwwwmumm:nmmgm wnmhdmmm Losses. Mﬂmmbmwm losses a.En_._ are not of a capital nature and which
Pkt n sustained during the previous year and which are incidental to the business carried
s e assessee are deductible while computing income under the head ‘Business or Profession’
Ifan www.%ns.u Dpreviously mmﬁasm& as deduction are taxable if recovered during the previous .e.m...”..
during o Ssee receives during the previous year any sum connected with the business which
or m:mgmw Unmam@ﬁ@. year was m:oﬁm_w as a deduction (being in the nature of loss mun_...mﬂ.u&.w
income g y) then while computing the taxable profits of that year, it will be taxable as a busi eio
uring the previous year in which they are recovered. RaRDs

cses or professions carried on
ions carried on by an
ead on the aggregate

;r,
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b trading receipt and henea not Jj,

184 ) =

. P is not & the sh ble
. customers assessee on the shares g}, ey,
(13) Dharmada’ collec o ?w___w%_.% earned by mrmsm underwriting 855_5.%:5_ :
(14) The E.%_éz:_wm “mﬂmm income awmmmw cost of shares and is not taxahlg
public is assessable as DUSIN®® e g, 005 :

OF BUSINESS OR PROFESSION

; nputed in accorq,
; ession are cOmMp! an
usiness or prof < 30 to 37 contain those ammcoﬂasa

i b
The profits and gains of D. Section " ,
istons cangaitied i sealgns B0 b &wa of business or profession. Section 4 |,

; thi ting pro .
expressly allowed while comput esides
expenses which are expressly disallowed. B

subscribed by the unde

COMPUTATION 8y
ith,

8 wh
ne oth OVide
these, ?m_,w .&_:a i M er %?35, _
ial _uinamﬁmmm wihile n..“...EUE g Profit of 5w

; is of general commercia’ k tudying the .~ Ol by,
w__,.wM_mwwhm%wﬂﬁmnwﬂ%m%s know those principles BEEIRILPRG mnnznzoum EXpr,

allowed while computing profits of ua_awmw Hmﬂmﬂwﬂu “

The general commercial principle .

1) m.m«om ts should be computed according to the Emﬂr.om %w %nmﬂ%%w”umvwmmc_miw emy,
by the assessee, provided that actual profit can be ascertain w. m._ od.

(2) Only those expenses and losses are allowed as deductions which weye Enc:g
sustained during the relevant previous year. )

(3) These losses and expenses should be incidental to the operation of the busipe, ,
example, embezzlement by an employee during the course o.m _H..mEmmm 15 a loss incidey Hm_m_
business. Similarly, loss from dacoity in a bank is also a loss incidental to the businesg ofa w_,“_,_

. mm: m,.&. the expenses incurred in connection with the business of the assessee arq m:s_.,_
as uctions, "

(5)Ifa business has been discontinued before the commencement of the previoug year, its expr.
cannot be allowed as deduction against the income of any other running business of the mmm&mmn,
ot e el St gt et gty llved s i,

. 18 the profits of business or profession on the basis of gep,

noHBmam_Ewse._u_mmugaama that these are not expe i
o Al pein penses or losses of a capital natyp,

e,
S 4

The Profit and Loss Account
of view as (1) serm) unt prepared by the assessee is not corr i o
the Income Touy mmﬂ M_%Maﬂmmwwmmmﬂw _Wmﬂom to it which are S_._o:%m.ﬂ Wﬁﬁh WMNM.MMMMW%
are not credited to if, ang (iv) Expenses are omitteq from it, (iij) i
the head P o e some such Incomes are ; ) » (111) some taxable incoms
: i oF P ire credited whj _
and Loss Account has got tg _“M Mwmmsmmw or Profegsion’ or oo either not taxsble wk

under the heaq ‘Business oy m_.omwwwh_sm.uws

‘ are not taxable at al], Hence, this P
QM_MM_.%O% 13X point of view, so that the profit i
s Accoung 16c correctly. The following are the rules ¥

adj ustment of the Profy and Log
(1) Those €Xpenses or Jogg,

PROFITS AND Gaing OF g

USINESS OR PROFESSION .._w.m
Ve been credite

(Gv) If some such incomes h:z
either not taxable unge, the head ‘B
they should be deducieq from the m?__,

. If instead of profit there is Jpsg o4 Per the Profit -
Nofe to be added shall be deducted 4nq iy _.:Hm“,._,_wm,...__.,._._n_.c__i A
. . -J.L

profit is converted into loss, thy above rujeg shall be reve
The above rules can wel] he lustrated w
Profit as per P & L A/c

Add: ® Expenses or losseg disall
(i1) Incomes taxable ag busi

P& L. Ale
(iii) Expenses in excess of the allowed amount ch
(iv) Under-valuation of closing stock or oyer-y

stock

..a to the Profit and Loss Account which are

___:.._,_.;.. or Profession’ or are not taxable at all,
'e profit

all be reversed, (.., items
king some adjustments the
: stm
ith the help of the following statement :

sed for subsequer

cr.m..n._ but charged in, p & L. AJe
NEss income hut not credited to the

arged in P, & L. A/c
aluation of opening

Deduct : E Expenses or losses allowed but not debited to P & L. Ale
(i1) Wﬁ%hﬁwﬂﬂ“ﬁ taxable as business income but eredited to the
(iii) Incomes exempt from tax but credited in P & L. Ale
(iv) Over-valuation of closing stock and under-valuation of opening
stock o e
Taxable Income from Business sse
Notes : 1. For loss as per P. & L. A/c the above rules will be reversed
2, The same rules will apply to Income and Expenditure Account.
Second Method of Computing the taxable profits or losses of business or profession
Inthis method a fresh profit and loss account or income and expenditure account is prepared
to determine the profit or loss, The format of this method may be as under :
(1) Add together all taxable incomes under this head which relate to
the previous year concerned Cig
(2) (i) Deduct all admissible expenses under this head which relate to
the previous year concerned
(i) Deduet admissible business losses "y siss
Taxable profits or losses of business or profession
Note : Second method is generall y used in case of professions,
DEDUCTIONS EXPRESSLY ALLOWED
While computing profits of business or profession the following deductions are expressly allowed
by sections 30 to 37 :
1. Expenses in respect of business premises. The following deductions are allowed for
Premises used for the purpose of the business or profession. (Sec. 30)
(a) Where the premises are occupied by the assessee as a tenant -
(i) Rent paid for such premises. .
(ii) If he has undertaken to bear the cost of repairs to the premises, the amount paid
uch repairs.
MM.MW“MMMMW%WB m_.;w«_sﬁ paid on account of repairs shall not include any ex pendi-
ture in the nature of capital expenditure. o
(iii) Any sums paid on account of land revenue, local taxes or municipal taxes.
{iv) The amount of any premium paid in respect of insurance against risk of damage or
destruction of the premises.
(b) Where the premises are occupied by the assessee as owner :
i) Re es. s
HMWW %Mmﬁcﬂﬂﬂﬂm*. land revenue, _cnﬁ mm.kmm or municipal taxes.
(iii) Insurance premium regarding building.
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198 S = =T deduction in respect of
Smmem———— no deduc - Of rep;
Please note : .« belongs t0 the assessee nt wij) b
(i) If the business premises business premises belongs to 4 P .
allowed to him. - firm and the bt deduction. Aty
(ii) If the assessee 1S & ﬂmaﬁnma:% _ﬁ.: be an w:aimEm X f the premises j b
ST er : Tt 0 S€s5 15 ug
the firm, the rent payable to the ww_..uﬁ.u&ma presies nd mmumrm amount of m&cnz%w by
i .“M_w_. If ﬁ__”___@ mwwmmm.ﬂmmuw %_ﬂwﬂﬂ; ;s used for his business. In _,@mF”
s dwelling-house an F . : : ’
of expenses shall be allowed propor tionately d furniture. In respect of machip,.
hinery, plant & :on the following d ¥ pl,
2. Repairs and insurance of mat £ the business oF profession g mn_ca:o% Ay
pses 0 ?wm. ; mH,

and furniture used for the purp e 1
allowable : ¢ repairs of machinery, p ant or furp;;
E h ._._un._.-H.__...mn_ on curren — % _.__.m.
(i) Amount of expenditure inc ccount of current repairs shall not include any it
Explanation. The amount paid on 8 Per,
diture in the nature of capital muvmu&ﬁﬁ..m. i ot
2 (ii) The amount of any premium paid in respe
estruction of these assets. ‘ P
reciatio
3. Depreciation and Investment Allowance. See chapter on ‘Dep n and F«.ngg”
Allowance'.
4. Tea Development Account, Coffee
Account. This deduction is allowed to assessées

of insurance against risk of mmammq
o

Development Account and .atv&m.ﬁ bm%?.aas
who are growing and manufacturing tea _.,5”,_

or rubber in India. The salient features of this section are as under : (Sec. 3353
(1) The assessee should deposit in a special account with the National Bank for Agriculy,

and Rural Development in accordance with the scheme approved by the Tea Board or the (o,
Board or the Rubber Board or deposit any amount in an account opened by the assessee (kngy,
as Deposit Account) in accordance with the deposit scheme framed by the Tea Board or the Coffy
Board or the Rubber Board, as the case may be.
(2) The deposit should be made within a period of six months from the end of the previg,
vear or before furnishing the Return of his income, whichever is earlier.
(3) In computing the taxable profits from the above business the following deduction wj|
be allowed in respect of the above deposit : _
FMW mom:E equal to the amount so deposited; or
(b) 40% of the profits of such business (before making deduction under thi i
y before setting off brought forward business losses), i
whichever is less.
5. Deduction will be allowed in res, ] 1
ipect of progpecting for, or extracti roducti
vl ; ; ! £ for, on or p uection o
peitroleum or natural gas or both in India. The main provisions of this section are as under: _‘
(Sec. 33ABA

(1) Deduction will be i
i ekt allowed if the Central Government has entered into an agreement
2) Th .
HFE EM MMMMMH@M Mwﬂwmwﬂr zmw cma of the previous year has deposited the amount :
approved in this behalf by the Gaer ko; 1"%id for the specified purposes in a schen
¢ ki ad s ernment of India in the Ministry of Petroleum and
(b) in an account—Site Restoratj ;
it L on Account (S.R.A.) for the purposes specified in a schent
nw“ Wananaa_ of deduction __. el - A
(a sum equal to the amoun
t or th,
% ; ea
(b) 20% of the profits of such gm..ummmmmacmnmm”uﬁm e priunia i
Puted under the head ‘Profits and gains

business or profession’
whichever is less. ion’) before making any deduction under this secti
on;
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L oenditure on Scientific Research The .

%@&EE on mn_m%_.l_mn research, he following deductions shall be allowed :”m&_u“w%

e expendilure incurre Sec. o<

of A:mmmm.:ﬁwmmmbmnr o n&mthﬁ.ﬂwﬂq% assessee himself. Where the assessee himself carries
e 15 own business any revenue expenditure made by the

scient! ientific resea ; !
uMmmmmmm o mﬁmwﬂhm: Enmhn__.._w- vawﬂ_%m the previous year shall be allowed in full. [Sec. 35(1 il
K g) cor : Siders—Sums paid for Scientific Research to an approved

1l = ; :
3 ar ] =
Associationora University, College or other Institution. Where the assessee contributes

search lati
NMV, s mﬂ mﬂﬂ“omwwmmwwmwﬂr ?n,.mo...._m:.cm or to an approved university, college or other
8 stitution to be 1 lated niific research it is allowed as a deduction 175% of the amount so
I~ 4, whether it 2 re RIEC Gr unrelated to the business of the assessee. (Sec. 35(1)(D]
pai m_.:u Wef. AY. 2018-19, maﬁ_._nﬂ.._c: shall be allowed 150% instead of 175%
Note E,.. wef AY. u_.,.ﬁu.mm. m._.s n_mmcﬂ_os shall be allowed 100% instead of 150%

ia) Sum paid far scientific research to a company. 125% (100% w.e.f. AY. 2018-19) of sum

< o company shall be allowed as a deduction if such company :

pal is registered in India; .

) o e T
Mwu its main object is scientific research and development;
(c) it is approved by the prescribed authority; and
(d) it fulfils such other conditions as may be prescribed.
(iii) Sums paid for Social or Statistical Research. 125% (100% w.e .
to an approved research association or to a university, college or other institution to be :_mm_a

1 science or statistical research is allowed as a deduction, whether it 1
[See. 35(1)ii)]

T.Emanmm

related or unrelated to ﬁ.rm _Emmsmm_m ow. the assessee. , i !
@{iv) Capital Expenditure on ..wnh entific Research incurred by the assessee him self . The mm_ﬁ_..»
features regarding such expenditure are as under : (Sec. 35(1)(v)]
(1) Any expenditure of a capital nature on scientific research related to the business

carried on by the assessee is allowed in full for the relevant previous year.

(2) Nodeduction shall be admissible in respect of any expenditure on the acquisition of any land.

(3) Capital expenditure on scientific research which cannot be absorbed on account of
insufficiency of profits under the business head or any other head, the unabsorbed part
will be carried forward and treated in the same manner as unabsorbed depreciation.

) Sums paid to a ‘National Laboratory’or a recognised University or an Indian Institute
. Sum paid by an assessee to a

?

Technology for approved scientific research programme p
:d % or a recognised University or an Indian Institute of Technology or an
bﬁﬁw?.mmg,go

‘National Laboratory’ . ¥ e : fu
approved person for carrying out scientific researc programmes, which are
uw%maavmm authority, will be eligible as a deduction @ 200% of the sum so paid. [Sec. 35(2AA)
Notes - (i) Wee.f. AY. 2018-19, the deduction shall be allowed 150% instead of 200%.

(i) Wee.f AY. 2021-22, the deduction shall be allowed 100%: instead of .._m_u.a._ : B
‘National Laboratory’ means a scientific laboratory functioning at ﬂ.r@_.:w:o:m_ level un _M.H.
the Indian Council of Agricultural Research or the Indian Council of Medical m.nmmmqn_.__ or the
Council of Scientific and Industrial Research and which is approved by the prescr bed authority

as a National Laboratory. L y

(vi) Expenditure on in-house research . Adeduction of an amount equal to 200% of expenditure

incurred by a company on in-house research and development facility .wrmE be allowed. ﬁwﬁ?.m“..

the deduction is not admissible if expenditure is incurred on land or building, [Sec. 35(2AB)]
llowed 150% instead of 200%

Notes ; (i) Wef. AY. 2018-19, the deduction shall be o od 100% instead of 150%
e 4 3 : all be allow - instead o . e
(ii) Wee.f. AY. 2021-22, the deduction sh a afion services

6A. Capital Expenditure to obtain right to use spectrum for telecommunic o SABA)

(w.e.f. AY. 2017-18) . 3 .

The provisions are the same as discussed in point 7. . ) EMM.— mwmbﬂw_.

7. Capital Expenditure to obtain licence to aperate telecommunication a._.__..e..n.quﬁ.. = ﬂ s jﬂ e
expenditure incurred on the acquisition of any right to operate SESBE:MW%:_”QI%% g8
either before the commencement of the business to operate n@_mooaﬂcaoﬁ i R
horenfer i any e duringany previon yer and G PVRCEL G Ly provions
to obtain a licence will be allowed as a deduction in equal ins ey

years,

f. AY. 2018-19) of sum

paid
for researc
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. o . ement of
' g : fore the commence tofthey
‘Relevant previous years :.mﬁm.m s actually paid cﬂc:m years beginning with bugi,
(A) in acase where the ___nm_.%m:_.a.n services. ”__._m pre E.T_,...
to operate telecommumie®’ © ' ponced; 4 the previous year ; .
,{mww.ms windh suct a:m,ummu.”cﬂonn...mm_.m beginning i t ’ = Whigy |
i HaY= th
(B) in any other case, the prev ) for which th ,
g . . e, for which the fee . . .
licence fee 1s mnEm:.,_‘ ﬁm:.m‘ - n_._lbmﬂ.?n_u the licenc ee iz Paig 3
and the subsequent previous ve 7
be in force.
Illustration 1

g o ices in India. For th;
5 unication SEIvice ication o PUho
ks ; in providing telecomm t of Telecommunication_ *,)
mwnmqwﬁ _Mﬂ_% w”%%.ﬂmsm%nﬂuowm 42014 with the m,um_uwnEm: : :

e 3 Verny,
4 wi for providing ﬁ&maaBEﬂEomz.uu g
o An : .is given a licence ¥ bl
P rmer, L S LA e o st B a5l
by : ).4.2014 and 10.4. ] . Nentg
ﬁE&w%W%ﬂ&SMmﬂMMMHMM WMM out the admissible deduction ws 35ABB for the Previgys ﬁp
2015-16. Business commenced during the P. Y. 2014-15. )
Solution "
Business commenced during the P. Y. 20 H.a.pu :
I Instalment paid during the P. Y. 2014-15 ¥ 9,00,000
IT Instalment paid during the PY. 2015-16 ¥ 9,00,000
Duration of licence 10 years
Deduction for the P. Y, 2015-16 : }
1/10th of 7 9,00,000 90,5
1/9th of 7 9,00,000 1,00,
Deduction allowable 190
8. Admissibility of expenditure on eligible project or scheme . 100% deduction vy

allowed from business or professional income in respect of the expenditure in e
L L curre <
eligible project or scheme, o e

_. r [Sec. 35
monm%rhw ble project or ,_wm_.uamﬁm. It means such project or scheme which is meant for ﬁ_,aﬁ_“w%.
anc economic welfare or uplift of the public, as ma be specified b :
ment on the recommendations of the National noEHm.an & e S
znhm,aanhﬁmﬂﬂﬁm?

nal The National Committee will be consti
ment consisting of persons of eminence in public life. RESHERARYIN Setil o

mﬁrcn.hw%ﬁoﬂm MM ww Mﬁmﬁa : () It should be paid to either a public sector company, or lowl
ey association or institution for ngmccﬂgwmm%zm ﬁ.«s,g_ ,._..

(ii) The claim for deduction sh,
ttack th the Bt 2 & M:E vmm:vvo;mm bya certificate from the Payee con
(iii) In case of tompanies, dj ﬂ. i ec
i i » direct expendityre can also he § igi jectr
Note : Deduction ws nwmma _uamma a certificate from the Ch, Incurred for any mm__m.—wu_m project o

cern and

. Deduction in oo "D lowed e Ay g1q 70 C0 ACCOUNtant will suffice,
WA In respect of :
a deduction in res “*Penditure on specifioq puei
incurred on mﬂﬁwﬂwu business. An assessee shall be allowd

the whole of an

¥ expendit, :

i of any | d ~dIture oh,am.ﬁ._nm_ ; "
exclusively for the rpo and or gopdwi]] 4 2Pital nature (excluding expenditur
in which such ¢ Purposes of any Specified vzw,EmmM_ gy g

ATRES O . Tument) incurred wholly an
Xpendi :

_The deductign m,w%_ﬁvﬂ.hm_u—ag by him_ tarried op by him during the previous yed

of :_w mv_uﬂmmma business, if . owed during th,q Previous year ; hich (Sec. 354D
a) the expenditure jg ip, N Which he commences operatior

(b) the amoung is ‘ewrred prigy ¢, the
Capitalj : 899058 3
commencement of jiq cwmm_mw:ms books of mso..ﬂﬂ? of its operation; and
; o

f the assessee on the date ¢
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.,mvmnwmmu business means any one gr

: more of the follow R
Setting up and operating a co he following business

Id chain fae:
(a) in facilits? ain facility.
“ chain facility” meaps 4 1. ;
Cold . 1 and f ®ans a chain of facilitjes for storage or transportation of
(i) agricultural and forest Produce, (i) me s g

R S at and meat produects, (iii) poultry, (iv) marine
m:,n_ mEJﬁWMc_,MMMﬁm :,u E.o__..:_zw. of horticulture, floriculture n.s_ua apiculture, and
(vi) v_.%mu,_ g -8, under scientifically controlled conditions including refrigera-
tion and other faci 1es necessary for the Preservation of such products.

(b) Setting up and operating a warehousing facility for storage of agricultural produce.

(¢) Laymg mnn_ operating a Cross-country natural gas or crude or petroleum oil pipeline

Network for distribution, Si:n_cnw storage facilities being an integral part of such network.

@ wefA Y uc:.mwx mnmemm@ business shall also include the following business provided

the pusiness commences ILS operation on or after 1.4.2010 -

(i) Business of building and operating anvwhere in India, a new hotel of two star or above
category:
Where the assessee owns the afores
another person, the assessee shall

(ii) Business of building and operating
hundred beds for patients.

(iii) Business of developing and buildin
redevelopment or rehabilitation fra
notified by the Board.

(e) W.e.f A.Y. 2012-13, specified business shall also include the following businesses provided

the business commences its operation on or after 1.4.2011 - :

(1) Developing and building a housing project under a scheme for affordable housing
framed by the Central Government/a State Government and notified by the Board.

(i) Setting up a new plant or a newly installed capacity in an existing plant for production
of fertilizer in India.

(f) W.e.f. A. ¥. 2013-14, specified business shall also include the following businesses provided
the business commences its operation on or after 1.4.2012 -
(i) Setting up and operating an inland container depot or a container freight station.
(1) Business in the nature of bee-keeping and production of honey and beeswax.
(iii) Setting up and operating a warehousing facility for storage of sugar.
(g) W.e.f. A.Y. 2015-16, specified business shall also include the fo llowing businesses provided
the business commencess its operation on or after 1.4.2014 :
(i) Laying and operating a slurry pipe line for the transportation of iron ore. \
(ii) Setting up and operating a semi-conductor wafer fabrication manufacturing unit
notified by the Board. :
Where the following businesses commence its operation on or after 1.4.2012, the deduction
shall be allowed 150% of the capital expenditure instead of 100% :
(i) Setting up and operating a cold chain facility. ;
(ii) Setting up and operating a warehousing facility for storage of agricultural produce.
(ili) Building and operating, anywhere in India, 2 hospital with atleast one hundred beds
for patients, !
(iv) Developing and building a housing project under a scheme for affordable housing.
(v) Production of fertilizer in India.
W.ef. AY. 201819, weighted deduction shall not be allowed.
Conditions for deduction in case of specified business : . , :
() Tt is not set-up by splitting up, or umnommgnmo.-r of a vcm_ﬂm,mm already in existence.
(ii) 1t is not formed by the transfer to specified business of machinery or plant (exceeding
20% i sed for any purpose. )
(iii) The M.%MMM@M:MMM_@% Em:ﬂowmﬂ wﬂmm- and (b) commences its operation on or after 1.4.2009.

aid hotel but transfers the operation thereof to
be deemed to be carrying on this business.
anew hospital anywhere in India, with at least one

g a housing project under a scheme for slum
med by the Central or a State Government and
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tion 10AA and under sections SOLA to 80Rgy,
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If there is any unabsorbed 1055, it can
specified business. i section 100% deduction is al 3
10. Payment ta Rural Development Fund.. Under this (Sec _Mw,.mmm.....
an assessee who pays any sum t0: " % i
(i) The Zm%o:E Fund for Rural Development (set-up and notified by the Central Govey,
ment in this behalf); or ;
(i) The National Poverty Eradication Fund (set-up and notified by the Central Gover,
ment in this behalf). )
11. Expenditure on agricuitural extension praject . . (See. 35000
Where an assessee incurs any expenditure on agricultural extension project notified by
Board, there shall be allowed a deduction of a sum equal to 150% (100% w.e.f. A.Y. 2021-22)4
such expenditure.
B e sty s il
. ; i e (excluding cost of any land or building) on any
skill development project notified by the Board, there shall be all dad + £ "
t0 150% (100% w.e.f, A.Y. 2021-22) of such expenditure. owed a deduction of a sumequi

13. Amortization of certain prelimina i
: : i ry expenses. Where an Indi
Mw.wump_nm“mohm”ﬂ Jﬂman resident in India incurs any preliminary m#ﬁmd&ﬂnMcMm Jﬂwﬁsﬂh
» the assessee shall be allowed a deduction of an amount equal to one-fifth awm__g

expenditure fi
or each of the five su year beginning with the previous year it

which the busi ceessive Previous
usiness commences or the mxemww_aa work is completed or the new unit commencs:
Case may be, Enees
(Sec. 350

production or operation, as the
The following expenditure is included in
ction with :

(a) Expenditure in conne preliminary expenses -

(i) preparation of feasibili
s 3
HM h_“ preparation of E.a._“..ﬁ u_wmﬁwwﬂoi.
1) conducting market surve: : other sury ecessary for the bus assesses
(iv} engineering Sg_onwm wozwnmbv_ . A ssee
(b) Legal charges for .__ammrgiw & o uhe business stibe <o pers |
( for any purpose relat; magw agreement. between th e .
¢} Ifthe assessee ; ng to the setting 1 Uhe assessee and any other pers’
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ture is also included in prej;,., 019N to the nduct of the business of the assesset

i i bo i
() paatnungos fo drafing the Mo, <P CRSeS Ve expenses, the following exper
arges of the Ma randum angd Art;
morandum ap, »Ji.n_amm of Associati i
d Articles sociation of the Compa"
of Association;
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1) fees _::__ for registering the company , under
:_: expenses regarding issue of shares or debentures of the company, ::._:1:; un o
(iv) e._.,:,._:.nn commission, brokerage and charges for drafting, typng. printing ¥
advertisement of the prospectus
Such other items of expenditure as may be prescribed hall not
(d) m Limit. The maximum amount eligible for deduction under this section = .,_::_ the

at the optior
—_.H.r?......__.__._.xq.a.
an Indian
or

?«np._:ﬂﬂﬁ:m ‘cost. of the project’, or if the assessee is an Indian Company,
_of the cost of the project or 5% of the ‘capital employed in the business 0
enditure for amalgamation or demerger of an undertaking. Where T
rs expenditure wholly and exclusively for the purposes of amalgamatl

y ; o i » for each
undertaking, it shall be allowed a deduction of 20% of such expenditure
der g " tion or demerger

(Sec 35DD)

any sum to an employee

14. ExpP

any incu

ger of an : S : . N
gsive previous years beginning with the year in which amalgama

Comp
mer’
of five succe

takes plare ; lunta tirement. Where an assessee pays
Hm.ﬁhﬁn!h:aﬁmoaea ntaryre ment. aTe ssessee pays

revious year in conneetion with his voluntary retirement, he shall be m_.:.:.wﬂ,wﬁn
in mnﬂ,aﬂ of 20% of such expenditure for each of five successive previous years ,:aru:_:.:._... o
i hn in which the expenditure was incurred. (Sec. 35D &
the m%ﬁ&&mh:nﬂou shall not be allowed to the (i) amalgamating company, or (ii) demerged ._.:::_u_.m.“,._n..«m

iii) a firm or proprietary concern in case of succession, or (iv) a private company or " 1

o= —Au__%n company is succeeded by a limited liability partnership for the previous year inl which
w.”,ammuam&oa. demerger or succession takes place. , ’
However, the deduction shall be allowed to the (i) amalgamated company, or () :..r.w:_zfm
company, or (iii) the successor company or (iv} limited liability partnership in the same manne
as it would have been allowed to the transferor of business. .
16. Expenditure on prospect ing, ete. for development of certain minerals. Where an _:.nr an
Company or any other person resident in India incurs, any expe nditure wholly and ...xn_:m_a.a_..«,
on the prospecting of specified mineral or on the development of mines or other natural deposit
of any such mineral, the assessee shall be allowed a deduction of an amount equal to 1/10th of
such expenditure for each of the ten successive previous years beginning with the year of
commercial production. (Sec. 35E)

17. Other deductions. Under Section 36, the following other deductions are permissible

while computing profits of business or profession :

@) Insurance Premium. The amount of any premium paid in respect of insurance against
risk of damage or destruction of stocks or stores used for the purpose of business or
profession, is allowed as deduction.

Gi) Insurance Premium for Cattle paid by a federal milk co-operative society. The amount
of any premium paid by a federal milk co-operative society on the life of the cattle
owned by a member of a primary milk co-operative society affiliated to the federal milk

___ co-operative society, is allowed as deduction.

(iii) Insurance Premium for the health of employees. The amount of any premium paid by
an employer by any mode of payment other than cash for insurance on the health of his
employees in accordance with a scheme framed by (A) the General Insurance Corporation
of India and approved by the Central Government, (B) any other insurer and approved

_ by the Insurance Regulatory and Development Authority is allowed as deduction.

(iv) Bonus or Commission. Any bonus or commission paid to an employee for services
rendered shall be deductible only if such sum could not, in any way be paid as profits

WH. dividend.
nterest on borrowed capital. The amount of the interest paid in re " :
borrowed for the purpose of the business or profession, is m%ﬂimn as %%Mm.m%hﬂwnh:nm

(v)

u" | !
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debt or its part which is written-off as irrecoveray, ,
revious year shall be allowed as a deducy,
i,

(i) If such debt has been taken into account in computing the income of the assesgee 4
that previous year or an earlier previous year or represents money lent in ordinan
course of the business of banking or money-lending which is carried on by

assessee.

(i) It has been written-off as irrecoverable in the accounts of the assessee for thy

previous year.

ﬁ__.h_ ﬂmﬂa of bad n_m_Em acE_.E.:m EH.“MMM. rules are to be observed :
a e amount ultimately recovered on any such debt is less th: iffere

between the debt and the amount of vmnwmmv_“ allowed, the ﬂ”w_”umwﬂw _M”.M_ﬁ_am

. deductible in zﬁ. previous year in which the ultimate recovery is made.

(b) ﬁw.ma a deduction has been allowed in respect of a bad debt and the amoun

M”wwﬂﬁ,mmnﬁr% recovered on any such debt is greater than the difference between the

b M wac_w_nﬁ so allowed, the excess shall be deemed to be ‘profit and gair

ot .u..ms.czm_:.c ession ..m:m. accordingly chargeable to income tax as the incom

o Brofiission | year in which it is recovered. It is immaterial whether the busines

in respect of which the deduction has been allowed is in existence

(c) In the case ; " Sec, 4101

only of the oy 8ssessee to which (xii) applies the deduction for bad dobt sl

 excess of provision for bad and doubtful debts account mad

that year or not,

under (xii),

Assessee

tliding foreigy e Allowable Deduction
bank ..r”u._..._ of _i.._Z.u:_::___. before making this deduction and
Y OF & | ave ctions w/es B0C o BOU and 10% of aggregate
average advances made by rural branches of these
banks .

case of scheduled banks

= In the
(1) | anks)oranon -scheduled bank or

(other than a primary agricultural credq goc
mary co-operative agricultural and ryrq) develg
al develop

r
“__m:_ bank).
i y g s
[n the case of Foreign Banks. .
@ ..“ ¢ of Tatal Income before maka ng this deduction and
% public Financial Institutions, State Financinl s eductions wss 80C to B0
( tion and State Industrial Investment c:.é:..::::_ o _Do-
[4) Noo-bualiay financle) company D £ AY. 2017-18]
\..!\\ll.lll|.|| —Do— wefl AY. 2 -
Rural Branch. It means :
v It means a braneh of a scheduled bank or a non-scheduled bank

i _.n— i ac e 1 .
gituated in a place which has g population of not more than 10,000, according to the

last census.
: 1k mentioned in (1) shall, at its apti
0 MWLJ_‘E_ from redemption of _5_,.:..,,._”“_”H_H,v “_.._._m._i.*_“__ii.: further deduction for an amount not exceeding the income
1 income has been disclosed in the ret po nee with a me framed by the Central Government, provided
; ..m._mwn g ‘_mnh.aa reserve ﬁ.ﬁ..ﬁ:_?i b ‘Lurn of income .::?.1_.._?..E._.._..r.__.::s_:_ gains of business or profession”.
(xin1) Bprc i fed Oy a spectfied entity. Deduction shall be allowed regarding
gpecial reserve ..u_.mmn..ma and maintained by a specified entity
Quantum of Deduction : ’ _
(i) 20% of the profit derived from eligible business: or
(i1) The :Eo_.nu_nwowwn:mﬂ to avcn_mnm reserve account, whichever is less.
However, no de —.cn ion is allowed in this respect as soon as the Special Reserve becomes
ma:n% to twice the paid-up share capital and general reserves,
Specified entities and eligible business are ;
(A) () Afinancial corporation specified in Sec. 2(72) of the Companies Act, 2013; or
(i) A financial corporation which is a public sector company; or
(iii) A banking company; or
(iv) A co-operative bank other than a primary agricultural credit society or a
primary co-operative agricultural and rural development bank.
Provides long-term finance for (a) industrial or agricultural development;
(b) development of infrastructure facility in India; or (¢) development of hous-
ing in India,
(B) A Housing finance company.
Provides long-term finance for the construction or purchase of houses in India for

residential purposes.
(C) Any other financial corporation including a public company.
Provides long-term finance for development of infrastructure facility in India.
Explanation. ‘Long-term finance’ means any loan or advance which is not repay-

,m!mviouSﬁ:mmuﬁwécm?muﬁmam_
(xiv) Expenditure on family planning. Any expenditure bonafide incurred by a company for
the purpose of promoting family planning amongst its employees is allowed as a
deduction. If such expenditure is of a capital nature it shall be allowed as a deduction
in five equal annual instalments commencing from the previous year in which the

mxvmﬁ&nﬁ.mmmmbnﬁq&. . , .. .
The unabsorbed part of the capital expenditure on family planning is treated in the
same manner as unabsorbed depreciation. . : .
Note : Revenue expenses incurred by employer (other than a company) on promoting family planning amengst
his employees, is deductible w/s 37(1). ) : ) ! g
On capital expenditure for promoting family planning amongst his employees he is entitled to claim
depreciation ws 32. ; : .
(xv) Any expenditure (not being capital expenditure) incurred by a corporation or body
corporate shall be allowed as & deduction if : o5 ) .
_(a) It is constituted or established by a Central, State or Provincial Act;
(b) It is notified by the Central Government;
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(xvii) Any sum paid by a pu industries as the :
guarantee fund trust for m“ﬁww_ﬁm e it Eo&.&a&m_ Expenses incurred fop S€rvigs,
ﬂmm—_ﬂh___..

H.xé:m%mﬁmﬂ.a ﬁ%&mﬂ%»&% ete. before the income tax mz%ozsmmézg
connection with any 7

(xix) mm:ﬁﬂmm”ﬂm%“m%w”m“ﬂwwmwﬁa; expenses [except as provided in g, g,

2 :mm
expenses on travelling for business o professional purposes and expenses on g

Bugy
house are fully deductible. taxable securities transactions, if income frop,

id i ect of p k . Secuny,
Wﬁhms%.ﬂswﬂam“mamww__ computed under the head “Profits and gains of _usm.saw_.“

rofession”, ibuti i
() w:._% sum paid by the employer by way of contribution S«.M.mam a4 pension ey,
(referred to in Sec. 80CCD) on account of an employee upto 10% of the salary (ip, ;"
dearness allowance, if the terms of employment so E.oSn_.m.u - ;.m Previous vear,
(xxii) Amount paid in respect of taxable commodities transactions, if income fr
modities transactions has been computed under the head “Profits and gains o
or profession.”

(xxiii) The amount of expenditure incurred by a co-operative society, engaged in the busing,
of manufacture of sugar, for purchase of sugarcane at a price which is equal to g |,.
than the price fixed or approved by the Government, -

Euﬂm mmﬂmih Deduetion. It is a residuary sechion. Under section 37(1), the followir;
conditions should be fulfilled, in order 1 i i it
b n that a particular item of expenditure may g_..mm.u_:.w,m&N

(i) The expenditure should not ibed i j e
(i) It m&n__.___um be in respect of a rw%mmm“ﬂoowﬂﬁa s v i
... profits and gains of which are to be co
(iii) It should not be in the nature of
(iv) It should have been laid out or ex

(xx

"M gy,
f _Em_.umm

profession carried on by the assessee and
mputed and assessed. ;,

,:_.N.. w_.. should not be in the nature of capital expenditure

wa mﬂ should relate to the Previous year concerned ;

" i_mnﬂ mnh_n__swmh..ﬂb%uﬁﬂvm_ﬂ&,:amsn_._z.mn by an mmmmwm
prohibite a

ookt i mg.s_wu. ﬂvmc not be allowed ag g d

ducti g :
1m0t be allowed g adet eduction. It means protection mone

uction,

(3) Expenses incurred ; In the day 1o day ..E,.Em
; n

(4) Amount of value wnm_wum?zn:_ﬁ 4 case for amsmmg Mu.i._“_F he business

- ﬂﬂ_,movanE:wm including Appeals ek €Xpenses mznzq&q_:ﬂmmnr of 3 N lue added
)/ -0mpensation paid (g o .. ; tonnection with value a
to a director to get rig of his mmﬂﬂ_.cummmnﬁv_m employee for (1
A (6) Contribution mage g, " 1€ retrenchment of his services
ct and with the prey; Provident fy;,

but allowable s mu:_‘_ucm approva] of a St

d mainta;
ate Qom_m.n“._”“”_ for the benefit of employees under
®nt may not be allowable ws 36(11"

e PROFITS AND GAINS OF BUSINESS OF PROFESSION = 2

e 1 On-ﬁ::mmmcs.. etc., n»E for securing orde

(8 Compensation _u.-.mi to employees

.gant met by them while on duty.
aec! @ Royalties paid in connection with mines

nHO__ mﬂ‘w.—.._-.mﬂnw Premium ._Unza.u under a muc__..ﬁu___ mzmclﬂﬂ its employees against m-&r—ﬂ.«. or
ainst liability for compensation in respect of accident to its workmen.

:Cw.mmmczmgm expenses mcurred on the oceasion of Dussehra, Diwali, commencement of
{he business, €¢. s s

(12) Compulsory subscription or a subscription given to an association in the interest of
the business. . .

(13) Legal expenses incurred in connection with the business or profession :

(i) in the normal course Q.._u.cmimmm_, or

(i) to avoid a business liability, i.e., for alleged breach of trading contract; or

(i) to defend the assessee’s title to his assets; or
(iv) to terminate a &,_mmn?ms_.mmmo:m trading relationship; or

(v) to resist a winding-up petition by some shareholders.

(14) Legal expenses incurred by a director of a company in defending a suit brought against
him to challenge the validity of his election as a director; as it is incurred to save his income
from the source.

(15) Interest on unpaid purchase price of any business assets purchased by an assessee
and put to use will be allowed.

(16) Expenditure incurred to oppose nationalization or to prevent extinetion of business.

[Morgan vs, Tata & Lyle Ltd. (1954) 26 ITR 195]

(17) Under executive instructions, cost of installing new telephone.

(18) Normal advertisement expenditure incurred to maintain the sales not covered by
section 37(2B).

(19) Penalty paid by the assessee for saving from confiscation the goods which he purchased
from a third party without knowing that they had been illegally imported.

(20) Amount paid by a director of a company in liquidation for compounding misfeasance
proceeding started against him by the liquidator.

(21) Welfare expenditure incurred by the assessee.

(22) Payment of excise duty.

(23) Guarantee fee paid to the Government for loan obtained for purchase of machinery.

(24) Expenditure incurred in connection with alterations made in the Memorandum or
Articles of Association of a company if these alterations are warranted by the changes made in
Oannﬁwam.m_ Act. ! |CIT vs. Elphinston Spinning and Weaving Mills Led. (1975) 100 I'TR 139]

(25) If an assessee stands surety for the debt of another and it is usual in this trade to guarantee
debts, any payment made as a result of such guarantee may be allowed as a business loss,
(26) Professional tax levied by local authorities the payment of which is a necessary
¢ondition for the carrying on the business within the area of a local authority.
(27) Rebate granted by co-operative stores to their members on the value of the purchases
Made by them.
(28) The interest payable on arrear of cess is in the nature of compensation paid to the
m-oo“m_.aﬂm:e for delay in the payment of cess and not as pen alty, hence it is deductible. Similarly,
rest paid for delay in payment of municipal taxes is also allowable as deduction,
(29) Amount spent by an assessee in purchasing loom hours is deductible as a revenue expenditure.
(30) Amount, paid as damages to the Government Department for delay in the execution
arm fontracts was held to be allowable deduction, if the delay was inherent in the nature of
USiness carried on by the assessee.

rs for the business.
0 connection with injury sustained by them or

ag

- —
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(31) Annual :_msnm Wm uﬂﬂ Mawoﬁw pay instalment of the @ _.::??zﬁ
(32) Interest levied for :
vabl n ceremony 18 allowable.

_umam_.mmzosmzm, ‘ am:_a et o .
(33) Expenditure incurred on faargs of director for purposes Ol €Xpansion op)
(34) Expenditure incurred on foreign o Wi,
of the managed company is allowable. di .
(35) Wife of chairman-cum-mansgné
aspects, Expenses incurred on foreign tour
(36) Liability to pay debenture premium 18
issue and date of redemption. [National Engine Scheme.
(37) Deposit under Tatkal Telephone Deposit ¢

Certain Allowable Losses ;
Losses which are directly incidental to t es
ses

allowable. Following are some examples of such los b, .
(1) Robbery or Dacoity. Loss caused by robbery or dacoity is not deductible. But, i,
: uction and this depends upon the mum,w Hn_

incidental to business it will be allowed as a ded 4 .
circumstances and conditions. For example, if cash is sent for disbursement at differens Centy,
[~

by a sugar factory in rural area, it is incidental to business mn.a is, therefore, alloweg. o,
Sugar Factory Lid. vs. CIT (1955) 28 TR 28]. Any loss due to robbery in a bank will be alloweq ,, _ﬂ
bank is under an obligation to maintain some cash outside the strong room for Payments. I

(2) Embezzlement, Theft, ete. The loss of money due to embezzlement by an em low
handling the funds of the business while discharging his official duties is allowed as deqyy "
It is deductible when discovered. [Tudalam G. Dwarkanath & Co. vs. CIT (1999) 239 ITR 831 (Kar.)| «.s“a
an employee goes to bank to deposit the cash or takes cash with him for disbursement and 9
takes away the money for his own use, even then, the loss is allowable. Theft by a cashie .r
is incharge of cash is also an allowable loss. A theft committed either by an mEEowmmngg
someone else by breaking open into the business premises after office hours, is also m:cs.oh_w .
(3) Loss due to Non-recovery of advances. If it is the practice in a business to oi .u :
money to the suppliers and if th li i i e o
o et r e supplier cﬂﬁma supplies the order nor refunds the advang:
, s sustained by the assessee is incidental to business and is, therefore, allowabj;
e e EXPENSES EXPRESSLY DISALLOWED .

; : 3

- salfowance of expenditure on advertisement in any souvenir, ete. published by
party. Any expenditure incurred by an as i L ._.
brochure, tract, pamphlet, etc. published b 4 liti m%mmmm oo st 6 eay sty
In computing the profits and m.E,:m of _Emmn.ﬂwmv% _ Emm tm.lx kb b
(ID) Section 40 sl ol e r %ﬂw ession. [Sec. 37(2B]
computing the profits and gains of business or m.. M i e stall not b dedictad 8

(A) In the case of any assessee i

() Payments outside Indig et ’
: c.. Any interest . .

is payabl ; : ; , royalty, fees fi .
s&w_um. Eam..hmhmm_wnnmm%mﬂmh 2 or (b) in India to :ob-_,mmﬁ_..mwwﬂrhwwm_womw“ wpr mgh_w_nﬁw
Source and such tax hag not been deducted menwuohwhwﬂﬂ Mmm_

deduction has not been pg:
not be allowed as g ammcﬂﬂwuwu or before the due date specified in See. 139(1), shal

rector accompanying him for mEmEsw
m_w:m

ife are amﬁm:nﬂmc_m.
fwi (CIT <m.ht.ua~_—___0 Tyvres Lid. (1998) 149 CTR 55,

to be spread over the years wmgmmn p kg
ring Industries Ltd. vs. CIT (1999) 236 ITR _m::mm& t

iy _m.,..

he business or profession of the asSessee

&

139(1), such sum shall pe allowed g 5 deductj
c

B PROFITS AND GAINS OF BUsiNE: ROFESE .
. NS OF BUSINESS Op PROFESSION .

=N ents to residents. A
) Paymen 5. Any payme T _
087 nd such tax has not been awn:nm”__as : mnomamsr on which tax is deductible at source
the due date of filing the regyrp of _:q” after amﬁ__mc:a_: has not been paid on or before
shall not cm _m__os.na as a deduction tome specified in Sec. 139(1), 30% of such sum
However, if in respect of sych « i )
has been deducted a::.n.m the n.ﬁﬂc«my ._._mm been deducted in any subsequent year, or
See. 139(1) 30% of such sum m_h: v_wcmm ._...,mnn__, e odn i Bedied
of the previous year in which such tax rﬁ&wmww wmmmc:nrc: EHRERG e e
(ii) m:a”« oua mehuwm%& m&;«. Any Sum paid on account of anv tax levied on the profits and
mml._sw\.c ._.:E ﬂsmu.; or profession shall not be allowed as a deduction.
(iia) Wealth tax. Wealth tax chargeable under Wealth Tax Act shall not be allowed as a
deduction.
(iib) b,ia,tahmcw__i “.we._mwnhm Wo%qzﬂwxh, (a) Any amount paid by way of royalty, licence fee,
service 16€, priviiege lee, service charge, by whatever name called, which is levied
exclusively on; or .
(b) any amount which is appropriated, whether directly or indirectly,
from a State Government undertaking by the State Government, shall not be allowed
as a deduction.
Salaries Payable ca&ﬁm India or to a Non-resident. 1t is not allowed as a deduction,
if tax has not been paid thereon nor deducted at source.
(iv) Payment to ..mm..‘ etc. ,P_.__w payment to a provident or other funds shall not be allowed
as a deduction unless it is ensured that tax shall be deducted at source from any
payments Em.n_w from the fund provided it is chargeable to tax.
Tax on perquisites of employee. Any tax actually paid by an employer on the value of
perquisites provided to an employee which is exempt w/s 10(10CC).

(B) In the case of any partnership firm
(i) Any payment of salary, bonus, commission or remuneration made by the firm to any

partner of the firm, who is not a working partner, shall not be allowed as a deduction.
(ii) Payment of salary, etc. to working partners will be allowed as a deduction, only if it is
authorised by and is in accordance with the terms of partnership deed. It is further
provided that the terms of partners deed will not have retrospective effect in this

(iii)

(v)

_.mm_umcw.

(ili) Interest to partners will be allowed at the maximum rate of 12% simple interest.
However, it will be allowed only if it is authorised by and is in accordance with the
terms of partnership deed.

(iv) In the case of working partners payment of salary, bonus, commission or remuneration

to all partners taken together will be allowed as a deduction subject to the following

limit :
(i) On the first ¥ 3,00,000 of the book-profit 7 1,50,000 or @90% of
or in case of a loss the book-profit, whi-
chever is more.
@ 60%

(ii) On the balance of the hook-profit
In clause (iv) above, ‘Book-profit’ means the net profit as shown in the profit and loss

account computed in the manner laid down in the Act, as increased by the aggregate amount
of remuneration paid or payable to all the partners of the firm, if such amount has been deducted

Wwhile computing the net profit.
‘Working partner’ means a partner who is actively engaged in $hié Fsaniewaf $hum o

(C) In the case of an Association of Persons or' Body of Individuals (other than a Company or

a Co-operative Society) e i
In such a case any payment of interest, salary, bonus, commission or remuneration to a

Mmember of such association or body shall not be allowed as a deduction.
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208 tances a relative or ¢ € 4,
in circums »nditure ¢ e Qan 5. "4
n certal t of an expen it to be excessive or unre m,mga_.mr

siders? : i
o @xXcess1ve or ::-.n»xm:;:r_ﬁ x_:#.
B Uma t

4

Expenses not deductible i
(1) Excessive paymenis. -
concern shall be disallowed if the ,hmm of the cas e
d, wife, brother or sister gp any

having regard to all the circumstan
to be disallowed. ¢ husban i G s
For this purpose, relative means 2 ho is the assessee. _pMm_umumﬂm COncern. i Ay
ccendant or descendant of that individual WhOIS 5 o payer or in which the tax.pg, 0
..”w”u_ﬂw _M_»__._“ Mwmcﬂﬂmﬂﬂ:m_ interest in the business O A
any relative has a substantial interest. diture in respect of which payment or aBgTegy, |
(2) Payments in cash. Any expen 7 20,000 otherwise than _u..\ an o

am.m_

de mwemm&zmwmbw draft it will be disallgy. ey,

. 1 a
payments made to a person in a day 15 10 t payee ;
payee cheque drawn on a bank a..._uu. EM mﬂ,onwﬁwﬁ“m hiring or leasing goods carriages, the |

However, where the payment is macde ad of exceeding ¥ 20,000. (Sec, nc}ﬁ__u_

of disallowance shall be exceeding ¥ wm.noo___jﬂﬂm in one year and the payment is madq agaj
Where a deduction of expenditure 18 ¢1a1mes = Sec. 40A(3), such expend; ny

in voilation of Sec. ), 8 penditure v,
such expenditure in any subsequent year in Vol : . . I b

deemed ugn_uq profits E_m gains of business of the year in which the payment is __M.mam.

- ec., d0A(3y,
Exceptions. In the following cases even if the ﬁﬁﬂsnn in cash exceeds ¥ 20,000 ors mm__us
as the case may be, it shall not be disallowed : A
(i) Payment made in rural areas or small towns where no banking facilities are availy,

to a person who ordinarily resides there. g
(ii) Payment made to cultivator, grower or producer for purchase of agricultural o forey

produce, or the produce of animal husbandry (including hides and skins) or dairy
poultry farming, or fish or fish products or products of horticulture or agriculturg ,
products of cottage industries which are run without the aid of power.

(iii) Payment made to Banks or Life Insurance Ooﬂ__ucnwc.c.? ete.
(iv) Payment to employee or to the member of his family in respect of gratuity, retreng,

ment compensation, etc. where the aggregate of such sums does not exceed 7 50,000
(v) Payment is made to Government and such payment is required to be made in leg

nmzn_mﬁ
(vi) Payment is made by way of adjustment against the amount of any liability incurre
by the payee for any goods supplied or services rendered by the assessee to such paye

ch the banks are closed,

(vii) Payments which is required to be made on a date on whi
(viii) Payment is made by any mode through a bank. (Rule 6DD)
(3) Provision of gratuity. Mere provision made for the payment of gratuity to the employess

on retirement or on termination of services will not he allowed as ion i i
a ded
taxable profits of the business or profession. i o
Exception. Provision made for gratuities due duri i j
. ion 1 uring the current previous year or provision
Emaw wwuwwm_ _Hm nﬂmng z”.mv SJN,MW an approved gratuity fund will be mzcamn.w _.mm%%ﬁz
: T, the payment should be ishi

of income of the relevant previous wmm%.mno O of before the due date of L ”._mm _.m.hmnmw
> , A ec. 43D
&os.mmawwﬂmamm mnﬁ_”__.uh Em m:w: be allowed in respect of any sum paid by the assessee as an employer
is so paid for the v:mwwmw mw H_.mﬂm s kit o, gty unapproved fund. However, where such sun
ognised provident fund op statutory provident mea or an approved

superannuation fund or approved gratuj
employee is allowed as deduction, o Roraeds pension scheme on account E“.Mm
[Sec. 40A

(5) Other Expenses, In it
addition to the above €Xpenses, which are expressly disallowed under

sections 40 and 40A the followin W,
s 4 _ & expenses, I an wan ar al
deduction in computing the profits and gains of ﬂmwwEmMm M_Mo 1 e
profession :

e i —

PROFIT
S AND GAINS oF BUSINESS OR PROFESSION 209
) dn:i?ﬁmhh:t@g”ﬂﬂmﬂ_ M..xuc:zoz of proprietor or partne
provisio TANSIEr t0 regeryg aypon s i
c“w wHWoczg paid as charity or E.smm:ﬂ..xSE transfer to reserves as provided in the Act.
M__“; past _ammamamw arged to Profit & Logs Acgyypg
expenditure not incurreg e i
) %Wwﬂc?mae:. Wholly and exclusively for the purposes of the business
. mxpenditure incurred to by fr s
)y Expenc A Y oll competition
.M.“..T Penalties UE&QE_‘u the assessee for infringement of law
Payments made by an assessee in the nature of sharing the profits to the sole selling

ii)
(V" agents under an agreement are no deductible
[CIT vs, tﬁa.ﬁa.. Woollen and General Mills Co. Lid. (1976) 103 ITR 66 (SC)]

] Eﬂmm:a:,mxrm:mmm F.. registration of shares.
ﬁ% Contribution to a political party, o
:y [nsurance premia hm.:_ by a firm on life ing o <
ﬁmm“ Expenditure on shifting of registered ammnm.c_snne e,
(xiii) Fees paid for increase of authorised capital,
(xiv) Expenses incurred for issuing shares.
Payments made for acquisition of gaodwill,

xv) ; : iRy
_nunﬁ.v Expenditure incurred in violation of another statute.
[CIT vs. Indin Cement Led. (2000) 241 ITR 62 (Mad.)]

(xvii) Gifts made on the occasion of marriages in the families of friends and others with
whom assessee has business dealings cannot qualify as business expenditure even on
grounds of commercial expediency. [CIT vs. Jeevandas Laljes & Sons (1999) 167 CTR 562 (Mad.)]

DEDUCTIONS ALLOWABLE ONLY ON ACTUAL PAYMENT (Sec. 43B)

The following deductions are allowable only on actual payment :

(a) Any sum payable by the assessee by way of tax, duty, cess or fee.

(b) Any sum payable by EE as an employer by way of contribution to any provident fund,
superannuation fund or gratuity fund or any other fund for the welfare of employees.

(c) Any sum payable to an employee as bonus or commission for services rendered, where
such sum would not have been payable to him as profit or dividends if it had not been paid as
bonus or cOMMISsion.

(d) Any sum payable by the assessee as interest on any loan or borrowing from any Public
Financial Institution or a State Financial Corporation or a State Industrial Investment Corporation.

(e) Any sum payable by the assessee as interest to a scheduled bank on any loan or advance

from a scheduled bank.
(f) Any sum payable by the assessee in lieu of earned leave.
[(g) Any sum payable by the assessee to the Indian Railways for the use of railway assets.

we.f. A.Y. 2017-18]
If actual payment is made either during the relevant previous year or on or before the due
date for furnishing the return of income w/s 139(1), the deduction will be allowed in the relevant

previous year. . {
If the amount is paid after the due date of furnishing the return, the deduction will be

allowed in the year of payment. g :
If any sum payable by the assessee as interest [under (d) or (e)] is converted into a loan or

borrowing, it shall not be deemed as actual payment.
PROFITS CHARGEABLE TO TAX .
The following profits are also chargeable to tax under the head ‘Profits and gains of
business or profession’ : .
(1) Recovery of any loss or expenditure allowed as deduction in an earlier year [Sec. &M.Mm_
(@) Ifany sum allowed as deduction as a loss or expenditure in an earlier year, is recove s
ing subsequent, year, the amount so recovered shall be treated as deemed profit and shall

thargeable to income tax in the year of recovery.



INCOME ™ o in an earlier yo;
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‘ aduction _ : il
210 has been _.:__iﬁi__.zﬁ__% auccessor in business hag P i
3 x X | —J. - g » Ll '] v ;
() IEang Jow oE RS H_“:__:__z and 1_;{1“.“__.._;_.“.:; ghall be deemed to be profis, Y
. : i
if the business has changed M Jiture, the &
.r.“:._.: !

amount in respect of such Joss or ¢ laimed on Straight Liy, .
A

to tax in the hands of the successor Jich dep
(2) Profit on Sale of Assets on W

z.n..__.uu%m% ise
hich is (i) owned by the gy, )

. ne Method, and (iii) whjep, il
has been clame eiroyed and the moneys payable j, s
o, demolished or 4084 g

; ; : . itten-down value
used in business is sold, discar L ofscrap value exceeds z:.m s‘:w:_n r” e “ __:. . _.“.E.x:;;_
suc sot toge with the amount @ : _dawn value shall be taxuble as de,, i,
m.*___“.w_ﬂ_ﬂhm_““ﬂ___‘w__ H“...: the actual cost and the sﬁpgn_“_ as_Enr it relates has been p.?x_i:“_i <
The :_.n.__:..___:,:mﬂ is assessable even if the e y's worth o
. s ind not mone : ' ;
U/s 41(2) money refers only 10 auifi3 benefit derived from rojp.

. : apee Company,
Where an asset 18 _Ew.nz.,.::.i by Insuran (AT vn. Kasturi & Sons Ll (19991 287 [y, 2% 't
is not covered by See. 41(2). A

FAY o T swearch . E.J.__.ﬁ..__ e
e oo E.-“.me,.. research is gold without having been uged for i
ther with the deductions allowed u/s 35 exceed th i

h surplus or the amount of deductiong _.___af__._

urniture w

; or | : y
Where any building, machinery, plant © .J.__LE._R:__ L

respect of which depreciation

If a capital asset used for sci¢

purposes, and the sale proceeds Loge
of capital e iture incurred on it, suc ; i :
apital expenditure in¢ s income of the previous year in whjcj, the

L

whichever is less, is ¢ able to tax as busine .
took _u:z_ﬂ H_.w mﬁmﬁ_wﬂﬂhﬂwﬂna llowed is less than :..m mmx.o.mni gurplus, the excess of Surplyg .
the deduction allowed is chargeable to tax as capital gains.
Mﬂw_ wﬂmﬂﬂwﬂhﬂﬁnmﬂﬁag in an earlier year is recovered in a subsequent year, it i ),
as deemed business profit in the year of recovery, even if the business or profession, to whig i
recovery relates, is closed before the year of recovery.
(5) Recovery after discontinuance of business or profession [Secs. 176(3A) anq 4
tinued in any year, and any sum is recovey

If any business or profession is discon ) ¢
afterwards, it will be deemed to be income of the recipient and charged to tax in the e

receipt, provided that if it had been received before the discontinuance of the business or professiy,

it would have been chargeable to tax.
[Sec, 41(44)

(6) Withdrawal from Special Reserve
Where any amount is withdrawn from the special reserve created and maintained by a specifi

entity [under section 36(1)viii)] it shall be deemed to be the chargeable profits of the previous yes
in which such amount is withdrawn from the Reserve Account. Where the amount is withdraw
?.ua the Reserve Accounts in the previous year in which the business is no longer in existence, i
will be chargeable to tax as if the business is in existence in that previous year.
Set-off of losses mhwmum... profits chargeable to tax [Sec. 4103
Any loss of business or profession of the year in which it ceased to exist and which coult
not be mm_....o:, against any other income of that year, shall be set-off against the aforesaid profit
under section 41. However, such a loss from speculation business cannot be so set-off.
Maintenance of Accounts (Sec. 44AN
For the purpose of provisions relatin i :
: g2 to mainten i
profession has been classified into the following three nmnmmw%MMme R s
(1) Specified Professio o— : :
sections 44AD ard 44AE, (2) Non-specified profession or business, (3) Business ue
(1) Specified Professions. Th i i
G Loer: mﬁwo_ lowing professions are specified professions :
(5) Meotical: e) Accountancy;
1cal; (f) Technical Consultancy;

h_m.am_. .:E

rr_:_._._..a__.._; GAIN .
UNESS 0 e r

o WGring,
.) fEnginet 4
(« hitectural,

:._a >_-.:

hon as may be notified
\—.—_._. . __ wred of
:.. ______._.__. —-—.:*.q-?:_:: ol o 1orised represent v..____ for the prurpises of tho
The profession of film artju,; o
the profession of ::_____.::_:::. Lo
recquired to maj

irect Taxos

Board has notified the following i
L

i) : HONA Ore
m_._..\___ Pt !
WWHI0N exceotly ?

1 pre i
| cribed hooks of sccount if their gross receipls

UK p
V20,000 45 any one of 1} oly prec ding the
¥ [ 2 1 ’

, proft
the P ‘ hree ye
in ¥ ar. or where the profes Iree yearn immed
:&.q_c:: year, b e m_. profession wen newly set-up in the previous year, his gross
__.nni_u_‘m in the pro m tor that year are likely 1y exeend the said _:__.::LH._ ’
(Notificetion Ne 11319 dated 6.4 200¢
33.35..__?:_ books e ke
(i) Cash Book;
(i) ..—ccq.:___l (if aceounts are maintained on the hasis of mereantile s vatom)

i) Aledger;
(jv) Carbon copics of bills issued exceeding 7 25

(y) Original bills; and

(vi) Receipts regarding expenses excecding 7 50

(2) Non-Spectfied Profession or Businegy - () Whose income
pusiness exceeds 7 1,20,000; or
(i1} Total salas, turnover of gross receipts exceed 7 10,00,000 in any one of the three years

from such profession or

maamm__mwmq preceding the previous year; or

(jii) In the case of newly set-up profession or business incomeftotal sales/turnover/gross
receipts are likely to exceed the aforesaid amounts,

They are required to maintain such books of account and other documents as may enable
the Assessing Officer to compute their total income, No books are prescribed for them

(3) Businesses under sections 44AD and 44AE. Where the assessee claims that the profits
and gains of eligible business (Sec. 44AD) or plying, hiring or leasing goods carriage (Sec. 44AE)
are lower than the deemed profits under these sections, he has to maintain the books of account

of such business.

Compulsory Audit of Accounts
(1) Turnover/gross receipts exceed prescribed limit. It 1s obligatory for a person carrying

on business to get his accounts audited upto specified date, if the total sales, turnover or gross

receipts in business for the previous year exceed one crore rupees. .
A person carrying on profession has also to get his accounts audited upto specified date if
his gross receipts in profession for the previous year exceed 7 25 lakh (% 50 lakh we.f. AY.

2017-18).
persons arerequired to obtain upto specified date a report of the audit in the prescribed

Such
form and submit it alongwith the return of income. . ,
f furnishing the return of income specified in Sec.

“Specified date” means the due date o

139(1).
For details see chapter on “Procedure for Assessment”.
ere the assessee claims that the profits

@mca.ammmmwga&m;mﬁ.aaﬁ%gaﬁ.pm.f_.qr . . .
and gains of eligible business (Sec. 44AD) or plying, hiring or leasing maﬁm carriage _.w_rm.. 44AE a_
are lower than the deemed profits under these mmn_“_oum. he ﬂﬂﬂ wa get his accounts audited an
furnish by specified date a report of the audit in the prescri orm.

(3) bﬂmmﬂwmm claims &m&:w:d: under sections 33AB, mwb..wmr .mu_?U_ 35D or 35E. _,,_aw.rmﬂo. nH
assessee claims deduction under “Tea development account’, ‘Site restoration .mE_n_ _Mvmwﬂmm
business’, ‘Preliminary expenses’ or Expenditure on prospecting, etc., for mmﬁ.mmv: BEE.m._umﬁ_ S
to get his accounts audited and furnish by specified date a report of the audit in the prescn :

(Sec. 44AB)
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I law to get his accountg T

¢ done before the mﬁmnmmw%%sn_ b
d under this section. ate ay
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= i any other
Where such person is uired by OF under £57

¢ the audi
need not get them audited again; but he mﬂmwﬁmmu prescribe
get its report as well as another report in mﬁuomn.na.%
VALUATION OF ; .
arding the valuation of stock.;

There are no provisions in the Income J _.Mm_
a business. Hence, it is valued according to the gener
valuation of stock is done as under :

(i) on the basis of cost; or

(ii) on the basis of market price; or

(iii) on the basis of cost or market price, : ;
The assessee mm_m.mm to adopt any method, but once & method is adopted it has got to be w&ui

to year to year. It means that once a particular basis a?Ezmﬁ.on is adopted, it cannot be ¢,
by the assessee at his own sweet will; but only with the previous m.b.ﬁ—-ai of the b_.m.wmmm_bh. OMM
Sec. 145A provides that the value of the inventory on the first and the last day of th
previous year shall be determined according to the method of accounting regularly emy,
by the assessee. It shall also include the amount of any tax, duty, cess or fees paid or Evﬁ
incurred for the same under any law in force.
Where an assessee converts his capital assets into stock-in-trade and starts dealingip thep,
the value of such stock will be the market value as on the date of their conversiop i
stock-in-trade and not original cost. "
i WM,MHM“_._@E: conversion shall be a transfer w/s 2(47) and liable to tax under the hes
_.wmbw valuing stock-in-trade (investments) at cost in balance sheet in accordance wi
mmbrEm.wmmEmmc: Act and valuing same investments at cost or market price, which s__.__
less, for income tax purposes. The method is valid and cannot be rejected. ' e
|United Commercial Bank vs. CIT (1999) 240 ITR 355 (5C/

principles of accounting. DmﬂMM:man_ i
¥, t

whichever is less.

_ DEDUCTIONS EXPRESSLY EQS_HU : AT A GLAN! OW

1. Expenses in respect ildi i
_ e pect of buildings—rent, repairs, land revenue, local taxes, insuranx
_ 2. Expenses in respect of pl i
In 1 plant, machinery, furni i i i
j 3. (a) U@R&nbaa on Tangible Assets _.H.E..M.:u_m mm“ﬂlﬂm%m._nm. and insurance premiun.
| y snd Birattics are buildings, plant and machinery
. ) Depreciation on Intangi
: ngible Assets : Intangib
; . gnhhﬁ%”ﬁmw”%%ﬂmwﬁw licences, n._.mbnEmmhumub ﬁwanomhw“ww&w_ﬂml_nhwmﬂ-raﬁ patents
_ or Rubber Umé_owwmm%_.ﬂmz in Tea Development Acco unt, Coffee Uma‘mivamun Accout
| or 40% of the profits of e L Deduction shall be allowed on th t deposied
. Deduction re > E_ 5 mcn_._ business, whichever ig | ey the st
production n.mE. ng deposit in special account, fi s i jon 0
: of petroleum or natural for prospecting for, or extractior®
deposited or 20% of th al gas—Deduction shall be he amovt
6. Expendit ! the profits of such buyg; ; % aliowred, 0. (e
Ev%a 5 h ure on Scientific Research : siness, whichever is less.
¥ nue expenditure and capitq] .
G Sum paid for scentifc rscapeh. prgTeile:
(iv) Fx_._ommr:ﬁ_. social or statistical researe vsn \75% of sum paid.
onin-house research ang amaaﬂbmm:ﬂmcb 125% of sum paid. '
_ egarding capi elopment—Deduction 200% of the &%
_ tion services, apital expenditure { obtain I jet:
! 8. Expenditure on eligible pro; in licence to operate telecomm¥™
2 Expenditure on specig m%weﬁ or scheme, _
. 10. Payment to Rura] p, Usiness,
——— 2evelopment, Fung,

~
y

%]

z . |
~ational Poverty Eradication Fund.

= Expenditure on agricultura] o

W previous year.
(  DEDUCTIONS

e ~_ PROFITS AND GAINS OF By . .
OrITS AND GAINS OF BUSINESS R PROFESSION _

150% of expenditure. ion project incurred by an assessee—Deduction

9. Expenditure on any skill develo e i
1 of mhﬁm_.um_n:ﬂm. pment project incurred by a company—Deduction 150%
13. Deduction g an Indian comp:; ; s ) ) )
ges—Deductible in five Emiwmwﬂwmq_.h.mw :”E in India regarding preliminary expen-
14. Deduction to an Indian company re e Fdacen specified Limit.
of an undertaking—Deductible in Mdm Em%ﬁmﬂ%«:qm s e G
5. Expenditure on voluntary retirement duri ns Em:ﬁm.msszm:.ﬂ I
instalments annually. uring any previous year—Deductible in five
16. Huﬂ@_hnﬁmcﬂ. to an Indian company o . . " . -
prospecting of minerals m»n.l.mmmwnsw_“mﬂaﬁﬂﬁ :““.n -_a_u:m _.mmmﬂn_:ﬂu expenditure on
17. Other deductions : BEILE SHRUALY
(i) Insurance premium regarding stocks and stores.
(ii) Insurance premium for the health of employees.
(iii) Bonus or commission to employees.
(iv) Interest on borrowed capital.
(v) Discount on zero coupon bond.
(vi) Contribution torecognised provident fund, approved superannuation
gratuity fund. _
ATEW Wcmwm M.mm_ﬂumﬁm animals used for business or profession. _
viil e 9 |
(ix) Deduction to banks and financial institutions regarding provision for bad and
doubtful debts upto a specified limit.
(x) Reserve created by specified entity deductible 20% of profits or amount credited to
special reserve account, whichever is less.
(xi) Expenditure on family planning by a company to promote family planning amongst
its employees :
(a) Capital expenditure—deductible in five equa
(b) Revenue expenditure.
(xii) Expenses in connection with income tax proceedings.
(xiii) Entertainment expenses.
(xiv) Banking Transaction Tax paid.
(xv) Amount paid in respect of taxable securities transactions or commo
tions.
(xvi) Contribution towards
18. General deduction—provided : m
(i) it is not personal expense of the assessee; _
(i) it is not in the nature of capital expenditure;
(iii) itis expended wholly and exclusively for the purposeo

fund, approved n

| instalments annually.

dities transac-|

pension scheme on account of an employee.

fbusiness or profession during|
o

N <y

/.

e EXPRESSLY DISALLOWED : AT AGLANCE
(A) For all assessees :
1. Expenditure on advertisement in any s0
2. Payment out of India or in India to a non-
wﬂw is deductible at source but tax has not
en paid. . : _
- is deductible at source but tax has not _uomz_
3. MM%:WNHHMWWWMH&M%N&& on has not nly 30% of such payment shall UJ
disallowed.
e e

uvenir, etc. published by a political party.
resident or a foreign company—On which|
been deducted or after deduction has not

ts on which tax :
been paid o

|
/

/flrmww.@wﬁm?n. gl e Hedss



340 INCOME TAX

Revocable transfer’ for this purpose means : i R s i
(i) a transfer containing any provision for the re-transfer directly or indire,

i tly of ¢
or any part of the income or assets to the transferor; .E. he Whe),
(i) a transfer which in any way, gives the transferor a right to re-assum, Power 4
or indirectly over the whole or any part of the E:.E___
It may be noted that even if an insignificant part of the income out of the c,m_._m?:,. €. fy
ensures to the benefit of the transferor, the whole of the income shall be includeg in :5@ "y
of the transferor. eom,

) (3) Income of spouse. The following incomes of the spouse of an individua] shall b, ing]
in the total income of the individual : Udeg

(a) Income of the spouse by way of salary, commission, fees or any

from a concern in which such individual has a substantial interes
Exception.

or professional qualification of the spouse, the remuneration paid to the Spouse g
clubbed with th

e income of the individual. [Sec. 64(1)ij) Proyig,

, Substantial interest. (i) In Case of Company. An E&imn..ﬁ is deemed to have Substapg;,
Eﬁm._.mmr if he along with his relatives beneficially owns equity shares Carrying at Jeag; m_uw.
voung power in the company at any time during the previous year. ¥

(ii) In any other case. If the concern is not a company, he along with his relatives is entitlg
to at least 20% of the profits of the concern at any time during the previous year.
The word ‘spouse’ means husband or wife.

The income referred to in sub-clause (a) above, shall be included in the total in
spouse who has the greater income [exclusive of income under clause (a)].

(b) If an asset (excluding house property) is transferred by an individual to his or her
spouse, directly or indirectly,

neither for adequate consideration nor in eonnection with an
agreement to live apart, the income from such asset to the spouse, will be included in the income
of the transferor.

[Sec. 64(1)iv)]
If the consideration is inadequate proportionate income shall be included in the income of
the transferor. As re

gards the question of an agreement to live apart, the separation may be
Jjudicial or voluntary.

, other form gf Temyp,,
tion ; " [Sec. 6411 Ta.
If the payment of the above type of remuneration are purely due tq the tech u_

4

_umz not F.

come of thy

Note : The income from house property transferred to spouse shall be computed under the head
property’ in the hands of transferor and not in the hands of the transferee.

(4) Income of daughter-in-law. If an indivi
without adequate consideration, to his daughter
such assets, will be included in the total income

‘Income from house

dual transfers assets after 31st May, 197,
-in-law (Son's wife), any income arising from
of the transferor. [Sec. 64(1)wi]

(5) Transfer of assets to other persons or association of persons for the benefit of spouse. Il
an individual transfers assets, without adequate consideration,

to some other person or associd
tion of persons for the immediate or deferred benefit of his or her spouse, any income arising
from such assets to that person or association will be included in the total income of the transferor
to the extent it is for the benefit of the spouse. For instance suppose the income from the
transferred assets is ¥ 10,000 and half of this is

reserved for the benefit of the spouse QEH_
transferor, then, ¥ 5,000 shall be included in the income of the transferor. [Sec. 64(1)(v1

(6) Income from ts transferred to a person or association of persons for the benefil of

i ts
his son’s wife. Any income arising, to any person or association of persons from assé
transferred to it by an individual, after 31.5.1973,

; to
except for adequate consideration, m:m_m_?_m

the extent to which the income from such assets is for the immediate or deferred um:mmﬁm@u_

son’s wife, be included in the total income of such individual or the transferor. [Sec. 6401

DEEMED INCOMES AN CLUBBING OF
. ome from Business. If the individual try, sfers any
ﬂ.__;nﬂ.moa.m wife and such assets are invested _.“m:.._w.::;
pouse in any business, but not as capital contriby
@) to the benefits 3” partnershipin a firm, (he
i the income of transferor :
; Value of the assets transferred by
transferor on the 1st day of Py, )
Total investment on the 1st day “ The profi
of P.Y. by transferee
.\ in the nature of capital contribution as a partne
@ receivable from the firm on such ¢
_Hm._..m_,m—.o_..
mple : Mr. Atransfers ¥ 10,00,000 to Mrs. Aand she started a business with this A
Exa rred a loss of ¥ 3,00,000 during previous year 2015-16. The Joss of ¥ 3,00,000 shall be
She EHMM from the income of Mr. A.
deduc Income of a Minor Child. The income of a minor child (including minor married
o M-m_umb be included in the income of his or her parent. However, the income of a
%amﬁﬁ. r mentally handicapped minor child shall not be included in the income of either of
_usw.m.ai_ummo In such a case the total income of such minor child shall be computed separately
his ﬁmﬂﬁuﬁc—,_oimnm are the provisions for the inclusion of income of the minor child in the income
e
£ _uw.“m“ﬂ”mﬂm the marriage of his parents subsists, in the income of that parent whose total
i
income is greater; _ . .
(i) Hﬂwﬂm the marriage of his parents does not subsist, in the income of the parent who
1 : S : )
intains the minor child in the previous year. _ . . .
ma%ﬂ”ﬁ.hw.h u%rm following incomes of minor child shall not be included in the income of the
aligits k done by the minor;
(i) income from mep._m_ .s_o_. .ob A B s o s
(ii) income from activity involving application of his ' (Sec. G4(1A)]
d experience. ) ;
Mi awﬂ Ohﬂh A Minor child F&:nmm 4 mSﬂ-n.EE u.wa. mMuM Mm M H.a_.“”_ﬁ.wm parent concerned
When the income of a minor child is E,n__._mma a ﬂ.am _%M.mo per minor child, whichever is less
is entitled to exemption on the income s0 included or ¥ 1, i
= i is father Y ha
w's Em..ﬁwu. le : X, a minor, earns a taxable income of ¥ %%awmﬂmﬂhﬁmmmwm M__.w 60,000 and
oy FMMMMM,M»WE a:&nmmmMm i i %W_nwmh_.mwwmm of his parents subsists. In anM
%2,40,000 respectively. His mother has no ESEW umﬁmw: shall be clubbed with the income
e Xs i £ 50,000 less ¥ 1,500 [exempt u/s 248,500, .
case X's income of ¥ 50, ; f father shall be ) i
his father, L., ¥ 3,00,000 and the total income 7 ired property to Hindu undivided
e individual property or self-acqut 1-12-1969, an individua
(9) Transfer of separate ind sersion of property. If after 3 s into the property
(NI o Ruioh o Mol aﬂanﬂaoa converts his self-acquired uaw..ma wBE uch property
transfers for inadequate consideratior [ mber, then the inco ! S tinded i
i ivi ily of which he is a me he H.UF. It will be
e e individual and not of the HL.UF. It Wit 86 (00 v
shall be deemed to be the income of Hhie Ihet : ; __H N.cn.. the converted
e ki E.w.S.Ew_HHQ is subsequently E;Eow.ﬂ. ﬁmﬁﬂmn%ﬁooém ofthe En?&.ﬂm_ﬂ_
- : e y
Where such nEEN-. . ﬂ.mn..wmm. the individual ..z._s_um includi (Sec. 64(2)c
Property received by the spo en after partition. vion in the name of a person
e Sasoared s ugvmamzﬂ a person enters into a transac transaction, and the person
- i n :
oth Sﬂ,ﬂv wn«ﬁhiu “___.ﬁa nn.ahnmpau.uaﬁma avoid tax, it is called 2 benami
€r than the real perso

INCOMES
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asset dire

Aly or indire
ansferee

ctly to the

bion as g Parner in a firm or
amouni ea|

admitted
be included

are ol transferee from business

T in a firm, the interest

. ’ received or
apital contribution wil] be

included in the income of
_m‘;...,.._.z_:::__::_ 3 1o Sec. 6401))
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- . . -m
in whose name the transaction is m_,mmnﬂmﬁ_ “ .
Officer, a transfer is benami, he .::: HH.._W.M :
real person and tax shall be _mﬁ_wm on hn
benamidar for a benami transaction.
Treatment of Loss . = e total incom ;

Thei ified persons is liable to be included in the tots . € of the indiyi

e income of specified perso there is a loss to a specified Pérscy »

in certain circumstances specified w/s 64. Where the

" 7 oss. It means * el
circumstances, the individual will be entitled to set-off such loss tncome’ wy iy,
include a ‘loss’,

called benamidar. If,in Em.cb::,o: c___,z_mm%
he income of that transaction as the m:_..cacg
-0

S.am
for that transaction. No tax shall be levie ds

n the

Example 1. For previous year 2015-16 minor son da :HEE.M a?m _ommroww 50,000 under
head ‘Income from House m.nrvmu.ﬂw.. The loss shall be deducted from the income of Mr 4 )
Mrs. A, whosoever has higher income. ) .

Example 2. A transfers his self-acquired property to his E.Cm. ; n”uﬂcm_ Income frqp, the
property is ¥ 80.000. It shall be assessable in hands of A and not in the hands of HUR

Suppose HUF consisting of A, Mrs. A, minor son X and major son Y, partitions the

0P,
aforesaid. Hence, A, Mrs. A, X, Y get ¥ 20,000 each from the partitioned property, anﬂwmﬂ
of converted property will be taxable as under : : e
Particulars A | Mrs. A _ gh:n.um Son Ep.___m_\. Son
—_——— . o T
Share out of converted property | 20,000 20000 | 20000 | 200
Share of Mrs. A [clubbed with husband wis 64(2)] | 20,000 (20,000)
Share of minor son clubbed u/s 64(1A) 20,000 (20,000)
Less : Exemption ufs 10(32) | (1,500) | I 3y ey
Taxable Income 58,500 T ﬁm@m. 5
| | B
Income from Accretion of Property Transferred B

Income arising to the transferee from the property transferred is taxable in the hands of
the transferor. Income arising to the

transferee from the accretion of such property or from
accumulated income of such propert

y is, however, not includible in the total income of the
transferor; but it will be taxed in the hands of the transferee,
Recovery of Tax

(Sec. 65)
The tax on the income of the other pe

rson which has been included in the income of the
essee can either be recovered from the

tax) to the income so included. The liability of other
person arises after the service of the notice

of demand by the Assessing Officer in this behall.
Where the transferred asset is held joint]

¥ by two or more persons they shall be jointly
and severally liable to pay such tax.
INustration 1 .

Who is liable to pay tax on the following incomes
(a) Mr. Ram transferred a property worth ¥ 2 lakh to his son’s wife on 10th June, 2006. The
. income accrued to her from the property is ¥ 20,000 during the previous year 2015-16.
(b) Mr. Ram, a member of Hindy undivided fami i h
Y, transferred his personal property W
Mou%.c_mca tothe H.U.F. on 10th July, 2012, without ao_._mﬁmnmﬁmv:. The income acerued
e tamily from the property # 20,000 during the previous year 2015-16.

_—— " DEEMEDINCOMESAND CLUBBING OF INGOMES
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i d the property to his son's wife aft, 51072 w
ytio™ am transferre [ e after 31.5.1973 without adequate
w (a) . Wmﬂ.mﬁcb. Hence, the income from such property (2 20,000) is liable to be taxed in
con hands of Mr. Ram and not in the hands of son’s wife,
. Ram transferred the wnn__.< idual property without consideration to the H.UF. after
(b) Mr. 21969, hence the whole income (% 20,000) from such property is liable to be taxed
E.ﬁwm. hands and not in the hands of the H.U.F.
in
E%iwnﬂww following information compute the income of Mr. Shyam and Mrs, Shyam for the
17
Mﬂ“ma year 2016-1 .
*® acomes of Mr. Shyom 3,90,000
" From business 20,000
s Wuﬂmnmmd on debentures (gross) i
2. In h ;
of Mrs. Shyam : 4
E%EMMQ income (computed) 2,50,000
1.8 terest on debentures (gross) transferred by Mr. Shyam -
.N.m.“._.uc_.uﬁ aﬁ—ﬂ.mmm.mﬂm.ﬂm_uﬂ h..OD:
M_ Interest on loan from a firm
Solution Computation of Income of Mr. Shyam
° :..M% the Assessment Year 2016-17) \ .
3,90.000
1. Business Encﬂ._m S 20,000
. ure 30,000
9. Interest on deben ——— 10,000 30,000
Interest on debentures gifted to wi Total Income 4.20.000
Computation of Income of Mrs. mdmwﬂ
(for the Assessment Year 2016-17) —
1. Salary income 4000
2. Interest on loan Total Income 2,54,000

Illlustration 3

is family are
Mr. Singh is a trader. Particulars of his income and those oM n_.-m_ M.Hwﬂcmmmw %. his family
given awwcﬂmﬂgmm incomes relate to the previous year ended 31st ;

i business—Mr. Singh's
%.w Wﬁﬁmhﬂﬂmnﬂ from an education institution MM )
Mrs. Singh. She is the Principal of the Emzﬁcﬁ__b
(iii) Interest on company deposits mwzﬁmﬁ_.umu.‘_wm—ww _.Mammm
me%omhﬂ%ﬂ-mﬁ“wowﬂ%: Nwﬁw_...ﬁm ﬁa..m_._m. father about 6 years ago
(iv) Receipts from sale of paintings and drawings ;
made by Minor Dipali Singh (minor %nmrsm_ o
Mr. and Mrs. Singh and a noted child artiste)
(v) Income by way of lottery earnings d.w Master
Dipindar Singh (minor son of Mr. Singh) b=
Discuss whether the above will form part of the asse
also compute the assessable income of Mr. Singh.

£
4,90,000

3,50,000

12,000

60,000

6.000

ble income of any individual and



mww e

@) Upto15m

—— NeowEmx
ﬂﬂm: Im....l.:. e = —_— ——
fhan 160e of the F.Y. If less |@ 1% p.m. for one month _%WHEE, advance e
ﬂaﬂvnaw assessee
(1) Upto 15 Jy

Paid Upto 15 My, leg,

| 1
e ne of the F.Y. If less @ 19 p.m. for 3 months |16% of advance

(2) Upto1ss

Lax leg
ept. of the EY. If Jess |
than 369 fless |

paid upto 15 Jupe - MOun,
= 45% of advanee {5y lesg
_ aid upto 15 Sepy, - Moung
(3) Upto 15 Dec. of the EY. If less | —do— 5ot advaner
than 759
4) Upto1sMm

5% of advance Lax legg »

paid upto 15 Dee. 5 Amoun
_.:5% of advanee tax
amount paid upto 15 Marcl,
ed in respect of any shortfall in the payme

nt of advan,

m:..ro:_.._wm..m::
than 1007 "
——an 100%
Exception. No interest will be levi
tax due on the returned income, if :
_ the shortfall ig on account of
gains or the j

@ 1% p.m. for one month

_m,.zr.

under-estimate or failure to estimate the amount of
crossword puzzles, races including horse
etc. and the a i

€ 1In respee :
ce tax which are due op e OF suck
31st March of the financial year.
. Explanation, “Tax due on the returned inco;
Income declared in the return of income after d
(i) Any tax deducted at source;
(ii) Any tax collected at source.
Note : W.e.f. 1.6.2016 (Financial year 2016-17, Assessment year 2017-18) the provisions relating to interest for dofe
”m_ mﬂﬂ::@ tax (u/s 234C) shall be as under : e
) The provisions given in the Table under the head “Compan assessee” shall apply to all cate
{2) The exception nﬂm: below the Table shall also apply Sﬂnw-:m under the :gﬂﬁ‘wm,_.v”mvm W__JM_%_H_._"._ ”ﬂ__..ﬂ..._.“””ﬁ“z
ion" in cases where the income accrues or arises under the said head for the fiest time,
Rates of Tax for payment of Advance Tax during the Financial year 2018-17 for the
Assessment Year 201718 :

L. In the case of an individual or HUF or AOP or BOI ;
(a) Individual

me” shall mean the tax chargeable on

: 3 the o
educting the following amounts : l

—Senior citizen (resident in India, who is of the age of 60 years or more but
less than 80 years during the previous year) :
On 7 3,00,000 Nil
Next 7 2,00,000 @ 10%
Next on 7 5,00,000
Next—Balance

@ 20%
(b) Individual-—Super Senior citizen

@ 30%
(resident in India, who is of the age of 80 years or
more during the previous year) :
On 7 5,00,000 Nil
Next ¥ 5,00,000 @ 20%
Next—Balance @ 30%
(¢) Other individuals, HUF, AOP or BOI : .
On 7 2,50,000 ' Nil
Next on ¥ 2,50,000 @ 10%
Next on ¥ 5,00,000 @ 20%
Next—Balance @ 30%
Surcharge. Surcharge @ 15% if total income exceeds one crore rupees.
Marginal relief : Where total income

exceeds ¥ one crore the total amount payable as
income-tax and surcharge on such income sh

all not exceed the total amount payable as income
tax on a total income of ¥ one crore by more than the amount of income that exceeds 7 one crore.

Education cess and Secondary and Higher education cess. On the amount of income tax
education cess and SHEC @ 3% shall be charged,

\#

S — .5.__ =
\\\_u case of an indivig, regi _Eﬁiﬁzg I
‘ rupees, shal] p - Sideny, T -
e to T 5,000,  “Mitleq y, " Indjy :
fiv able .,—U| 100, L A_a.__ﬂﬁ.maraua total iy
o3 " from the Hn“.ﬂa does ng exe
Ount of mn.ocﬁ_@

599

Vil
.“\\ In the case of o €0-0pergy; .
2. Upto the T. L of 3 ¢ o_gaeﬁ Sociegy ,
On the excess of T 14
On the excess of T | a”.wq 3 10,009 Uptgy
Surcharge : If T, | mrSMM 20,000 "0 20,00 10%
Marginal relief ag &M_Eagm one Jaky, 20,
Education cess & Sgp 0 1- H.H
3, In the case of every ., . _
A Income Tax am,
Surcharge : If T, |, exceeq
Marginal relief ag &Scmmﬂm __ﬁ.”,M lakh
Education cess & SHE( _
4. In case of every locg] 5
" Income Tax 0%
mzqnﬁwnmm : :. T.I exceeds 7 ong |gi, 304
Marginal relief as discusgeq i, 1. 12%
Education cess & SHE(
5. Domestic company :
Income Tax :
(a) Where the total turnoyer o the ;o
does not exceed 7 five crore 0% reecipt inthe PY. 2014-15
(b) Other than that referred o ()
(¢) Company paying tax u/s 115BA (For details regarding companies,
who may uwu__.memu _.w..m 115BA, see chapter ‘Assessmen, of Companies')
Surcharge : (i) If total income exceeds  one crore but
does not exceed ? ten crore 7%
(1) If total income exceeds 7 ten crore _ Hw__a
inal relief : (i) Where total income exceeds 7 one crore, the total amount payable
Wmmnmﬂmﬁﬁm.ﬂmk and surcharge on such income shall not exceed the total mﬂm@pw ﬂmwwww
as income-tax on a total income of % one ¢rore by more than the amount of incom
exceeds ¥ one crore, t payable as income tax
5 : exceeds 7 ten crore, the total amount pay :
o g@w—m SSﬂoﬂM“ﬁ income shall not exceed the total Eaﬂﬂw Eﬁﬁm%wﬁ___ﬁnowﬁw
Mnm %ﬂﬂﬂcﬂmﬂmﬁmm on a total income of T ten crore by more than the am
ax

eed
tax
(Sec., g7p ) |

0%
12%
mﬂn}clnu. :

28%
305

25%

that exceeds ¥ ten crore. 3%
Education cess & SHEC i .
Ilustration 1 i comes for the financial year ; 75,000
Shri Bose has estimated the m%asﬁm: ) 645,000
Income from House Property AE v ¢ 10,000
Income from Profession (Taxable P
Dividend from X & Co. ¢ instalments payable as adv
Determine the amount 0 . :
Solution uﬂ% ..& ?EBF.—M.E; 15,000
ﬁ_% Financial Yeo 6.45,000
Income from House nawm&
Income from Professio®




DEEMED INCOMES AND
CLUBBING OF INCOMES
(Aggregation of Incomes)

To find out the

BETegateq
1. Incomes of the assessee (already discussed).

2. Deemed incomes,

3. Income of other

persons includible in the income of the assesge
clubbing of incomes.

€. This i
4. Share of a member in the association of persons or body of individuals,
DEEMED INCOMES
In certain cases S0me amounts

are deemed as income in the hands of the
are actually not in the nature of income. The object of deeming the amoy
eck tax evasion,

:..:f::.s
The following are the deemed incomes :

1. Cash credits.

2. Unexplained investments,

3. Unexplained money, etc.

they
ch

assessee, th,

4. Amount of investments, ete. not fully disclosed in books of account.
5. Unexplained expenditure, ete,
6. Amount borrowed or repaid on hundi.

(1) Cash Credit. If any sum is found credited in the books of an assessee maintained for te
previous year and the assessee offers no explanation about its nature and source or the explanatx
offered by him is not satisfactory, the sum so credited may be charged to income tax as the incon:
of the assessee for the previous year,

The following shall also be treated as

Where a closely held com

deemed income under Section 68 :
share capital, securities premi

pany credits any sum in its books as share
um reserve, ete.,

(i) the resident person in whose name
also offers an explanation about t
(ii) such explanation in the opinion o

fAO.is satisfactory,

However, this provision shall not apply if the amount is recorded in the name of 8 ,.p._._ﬂ””

capital fund or a venture capital company, _m%_,.r.

(2) Unrecorded and Unexplained I nvestments, If in the relevant previous year the _:,..ﬁm,m_:

has made investments which are not recorded in the books of account, and the assessee 0"
no explanation about the nature and

: by
source of money invested or the explanation offered

application mone;
it shall be deemed unexplained unless

such credit is recorded in the books of such —_H_BEH_,
he nature and source of such sum so credited; an’

r_,.:s N

total income of an assessee the following incomes are o

DEEMED NCOMES A BN

4 i
1 satisfactory, the value of (e
4 not !

MVestmeng
" o for such prévious year
aues! »i— ( precorded and Unexplained Maney
(3

owner of any unrecorded money, |
Y

_,_...e.:: ahoul the nature and soure ()
oAe ot satisfactory, the

2 OF Iy IMES,

X9
may bhe g

el o by e

Wl f e
ete, |1y

ount of investments ::.- ,._._.:.u___:.z..ﬁ...i.i ir
) >____..p made imnvestment or is found 1o e th
qsel _z“_. the Assgessing Officer finds that the aety
.__.ﬂ__.n_..,.z ::i :.ﬁ the books of account and the NSEO8sC
i8 recorde the explanation offered by him is not sagisf;
n_z:::p cq_ .9_._L._.=.. assessee for such finaneial yoay,
{he income plained Expenditure. 1f in any
_".:_ s H..n_ the assessee 18 unable wo explain properly the
mucmﬁm.:—%ﬂ. the amount of such unsatisfactorily explained expenditure will
part *_”mh.m.”mﬁ, assessee for the financial ey
incom

W in which the expenditure is incurred,
() Hundi borrowals and Repayments. Borrow

als.on hundies and repayments thereof must
by Account Payee cheques otherwise __._...ﬁ. amount so borrowed or repaid will be treated
be Ewn_w 4 f the person borrowing or repaying the amount for the previous year in which
as the EMM”__M_N_. repayment is made. The amount repaid shall include the amount of interest
r -

Eﬁ”wwo»ao::_. borrowed. ; . it Borrower Tie
on If any amount borrowed on hundi has been n".ﬂ_..._:.“.i to be ”_..__.. income ”..“..”r.* __5____,, c”,.: ”h_,. _H
: ssessed again in respect of such amount on repayment of such s .

shall not be liable to be assesse

I ERCeHE amount ¢

melal year ¢

ineurred any
xpenditure or
ated as the
(See. 690

. 69Dy
Sec. 115 BBE)
Taxation of Deemed Incomes : o il 3 )
On deemed incomes (under sections 68, 69, 69A, 698, 69C or 69D) tax shall be charged @
H. 7 .
30% (plus surcharge and cess as applicable).

; 1 ‘ vance \or s t-0ff of any loss—
.m e —._.— 1 1 res Yy experl .Q.:._._:... 0 Owand iw s
ﬁﬂﬁsmﬂ- no H— > ction in = —.um..n_r of an P T a .F A LoT 56 1

f. A.Y. 2017-18) shall be allowed to the assessee in computing deemed income under the
w.e.f. - s B
aforesaid sections.

it i ither not to disclose certain assets
i 1 the part of the tax-payers eithern i
There is growing tendency on the p e s ‘.E,;Hq i
or investments in the records _ﬂm,EEEmn_ _.qu.aq ek & sy ot tx Tty HEE uﬂ
N80 SHLIES PR ift his incom thers so that he ma
S%.%.Mn%._... Mpﬂﬂﬂw n%:uwwmmmmmm therefore, attempts to shift his Enw.wa.w.c.‘m %:w Tl
ﬂdo_ ﬂ. tax :er.,J_ to the minimum. For this purpose he mﬂgﬁw _..mn_. i e oni
M..m.u_w ...mu fact belongs to him, to some other person. To coun 0.t 65, As par theos
H&wpmmwam Nm_m.:ﬂm to clubbing of incomes have vmg:n..mnm H..m Mmq_ B et i e
i d in the assessee: ! ]
ions, i rsons shall be include; A
ma%nﬁmwwhﬂmomﬂm%.ﬁ %Mwmn the income of the assessee is called ‘Clubbing
i ; s Total Income : ———
Income of Other Persons included in the bhwmww@mew Mw n_ S :.wnm?_” 0 ”MM.._..MM:”MMM_%
" o t trans . ; sset, thein ms
(1) Transfer of income Em__rﬂ.ﬂqm:m?qlmn the ownership of the mwﬁm_ s o K il
his income from an mwm,_mﬂ i%ﬂo R & i trorisfrcs d s 2 i
L \t of revocab
. x ol : woummu_.mmm‘.c
ES,.H_MJ. Re ble fer of assets. Income arising to any per
voca transfer ;

and shall be included
transfer of assets shall be deemed to be the income of the transferor and (Sec.
er ol assets sha
his total income.

y




\
WAYMENT OF TAX

(nce payment of tax or

J ’
Pay as you earn’ scheme

o of his income. This tax is paid ah

d as advance and it is cal]ed ¢
qaid 8 ed ‘Advan T .
jﬂbﬂity for payment of advance = Ce payment of tax’, € same year. In fact. it

Advance tax shall be payable gy
i Uring any financ ; (Sec. 207)
e which would be chargeabl cial year in respect of the total i
qncial year, and it shall be calleq %50 tax for the e total income of the

asse
However, an individual resid

rrent Income’. o immediately following that

: _— ent in Indj ;
gfollowing conditions : ndia shall not be liable to pay advance tax, if he fulfils
(i) He does not have any incom
or profession. e chargeable under the head : Profits and gains of business

ii) He is of the age of sixty years or more at any time during the previous year
imdition of liability to pay advance tax '

: (Sec. 208)
Advance tax shall be payable during a financial year in every case where the amount of

uhtax payable by the assessee during that year, as computed in accordance with the provisions
ladvance tax, is ¥ 10,000 or more.

lmputation of Advance Tax (Sec. 209)

The amount of advance tax payable by an assessee in the financial year shall be computed
sfollows -

L ' ssee. Where advance tax is payable, the assessee himself shall
?mpuée)tﬁzrgﬁsgcgégﬁg ;}fy‘:ﬁg on his estimated current income at the rates in force in the
tancial year and deposit the same whether or not he has been earheé asbsessed to tax or not.
2) Computation by Assessing Officer: Where, a person has ?:Srea y egrflﬁassessf‘ffl :1{ i
*gular assessment aj;xd who has not paid any advance ta"élﬂ.‘e RS ERRE O b SR
ta] ncome of t}?e? test assessed previous year - o 1:0(1;) lii%ﬁig:mug incosr]le tz}? ff?lslsﬁg
Iy any SUbsgquer?t ?)riiriou s year, whichever 18 higher. On s )

Ealt"11(1191ted at the rates in force in the FY. ) or (2) above, as the case may be, shall, in each

1 . . :
(3 The alculated under parat ¢ collectible at source during the financial
:ase, be redizgr?)itf}fecamount of tax dedicgimf ;ccount in computing the current income or
gy fy 5

i ke le.
iy any income which has e t of advance tax payable

Uincome, The balance will be the an&?:;?ible at source or tax collectible at source, shall not

| : de : deduct or collect the tax at source.
g 0Wever, the deduction, for 12X collector has failed 0

I?Wed if the tax deductor or ta% taken into aig::;-icultural income has to be taken into

Net ) [ Income o essees, * to the aforesaid income and the
acmwhereﬁlflr;fllgtcig; of any class Solfcalf?ncom? T&ﬁ:gg:f ‘Agricultural Income’.
taxélﬁguf%r computing advance taxér discussed 12
e computed in the 027"



5%

——— o INCOME TAX .
Paym =R ———
a O».M”w”mmnenbnm tax by the assessee of his own accord orin pursuance of order of
._wwfmaan
(1) Eve i A (Sec, o8
Rl _uw.ﬂ _Mwac: who is liable to pay advance tax (whether or not he has beep, 10

of regular assessment) shall, of his own accord, pay, on o befora - reVious),

Q..h& QWﬁmw 8 s 2 ) ; * u.____' T mmﬂwﬁm wmnr y
s pecified below, th d th of th
his current e € appropriate percentage specified therein, of the advange b om
say mw:v nw%mnmoa iﬂo Pays any instalment or instalments of advance tax under gy
e ase or redy : T :
instalments ce the amount of advance tax payable in the remaining j

_“_,mmn:cu (1)
to accord with hi i i i
thiereon. his estimate of his current income and the advanc

Nstalmen i
e ﬂmun Um.v-m——u_m

(3) In the case of a person who had already been assessed to income tax in Tespect of
phatmcome of any previous year and the Assessing Officer is of the opinion that syuch .\ ¢
liable to pay advance tax,

total

he may, at any time during the financial year but not late o iy

- ¥ T th
Wm.waﬂww of W.MWEEW, require such person to pay advance tax caleulated in the manner | mm%Mcﬂm
. ion, » And to issue to such pers notice of d ifyi : n
instalments in whic person a ce of demand specifying the instalment g,

h such tax is to be paid.

(4) If, after the making of any order by the Assessing Offi d i
before 1st March, a Hmwﬂ_ﬁum Ewwmm b h ey i ol

1 i y the assessee for any later year or any assessmeny, of
the assessee is made at a higher figure in respect of a previous year later than that referred
in (3), the Assessing Officer may make an amended order accordingly. "
) Am.w A person who is served with an order of the Assessing Officer under (3) or (4) may, if ;
his estimation the advance tax vm%mc_mobEmnﬁqmsagnoﬁmioEncm_ammﬁrmaﬂrm wEoma %

the advance tax specified in the order, send an intimation to the Assessing Officer to that effect
and pay such tax as accords with Emnmaam&m.

) (6) A person who is served with an order of the Assessing Officer under (3) or (4) shall, ifip
his estimation the advance tax payable on his current income would exceed the amount of
advance tax specified in the order or exceeds the amount of advance tax as intimated by him
under (5) above, pay on or before the due date of the last instalment, the whole of such higher
amount of advance tax as accords with his estimate.

Payment of advance tax in case of ca

pital gains or winnings from lotteries, crossword puzzle,
card game, race etc.

Generally, it is not possible to estimate such income in advance. Hence, if any such income
arises after the due date of any instalment(s), the amount of tax payable on capital gains or

lottery etc. (after deduction of tax at source) should be paid in remaining instalment(s) of advance
tax.

Where no instalment is due (such income arises after 15th March during the financial year)
the tax should be paid by 31st March. If the amount of tax payable is so paid, no interest will
be leviable u/s 234C.

Instalments of advance tax and due dates (Sec. 211}

Advance tax on the current income shall be payable by all assessees except mentioned in (B),
who are liable to pay the same as per the following table during the financial year 2016-17 :
(A)

Due Date of Instalment
(1) On or before 15th June
(2) On or before 156th September

B e # Amount Payable
Not less than 16% of advance tax,

Not less than 46% of advance tax. It means 45% of advance tax, less the
amount paid in earlier instalment.

Not less than 76% of advance tax. It means 75% of advance tax less amount
paid in earlier instalments.

100% of advance tax as reduced by the amounts paid in earlier instalments.

(3) On or before 15th December

(4) On or before 15th March

—

-

-

cligible assessee in rq

@ _“w_..m dvance tax on or before 15th zézm Busing,

3 547
are| 55 (See,
nmwmmmmwm other than Cop h of the Televan, MAD) sha Pay the whole amount
ML e Date of Instalment Previous year, 2
= rore the 15th Sept, = ) 16
o ”M“,,M re the 15th Dec. R than 39 5 = Hscza Payakl,
r Not Je, Suth 5 :
. he 15th March . ;“_Mmﬂ_wﬁ aggzhﬂﬁq% :
g or before t€ " H,,.;Emﬁjn,,ﬂsw by the amount, fany, pud
W any paid ; Sairins 1 8dvance gy s
oy DAY O BV o oty e s
paid during the financial yoqy e 315t March shal] 4130 be treated as ag
gt for advance tax as advance

orodi® id by th

Any sum paid by the wmmmmwom&m%m:sﬁ

herefor shall be given to the assessee ip tho hmﬁﬂwﬁﬂ:.si 282 payment of tax
terest for default in payment of advance 1, ssment. .
(1) If an assessee who is liable 1, (Sec. 234B)

where the advance tax paid (w/s 21() WH “_a. advance tax (/s 208) has fo iled to pay such tax, or

(Sec, 219)
and eredit

advance tax paid as aforesaid falls short

Explanation. “Assessed tax" shall mean the tax on the total income determined on th
pagis of return [ws 143(1)] and where a regular assessment is made, the tax on the total incoms

determined under regular assessment after deducting the following amounts :
(i) any tax deducted at source; or

(ii) tax collected at source,
(2) Where, before the date of determination of income [w's 143(1)] or completion of regule
assessment, tax is paid by the assessee on self-assessment (ws 140A] the interest shall t

d as under : . B o
SBvﬁ:w,m Tnterest shall be charged according to the foregoing provisions from 1st ..._G__J_ till Fu.q_
i date on which the tax is so paid, and reduced by the interest, if any, paid along w
assessment tax. e :

(b) %p%mwmu,%.w. interest shall be calculated on the amount by which the tax so pa

i segsed tay
i tax paid falls short of the assess
(Self-assessment) together with the aéwwg_ _ ,_Uw 8 e aste

f an order of re-assessmer g be dete of régu
icroaso o tars. shall s chred e s B L, 2,
ment. The Intere : the tax
mmmm.n,mnﬂmﬁn and H,MM mﬂﬂmﬁuﬂwﬂ“ﬂ. M””Mmﬂ”__n& on the basis of ”wrmmmmmmam:_ exceeds
which the tax on the i of regular assessment.
: ined on the basis ol T _ the amount 0
the total income %55.55& t shall automatically Eaﬁ._ﬁ_“%wa
(4) The amount of interes fication of mistake oF settle (Sec. 23
aresult of revision, appeal, rec e prescribed date

& the ;
Interest for deferment of sUS% g berhas 10 POV EE e shall be liab

of the assesseqd tax, as the case may be.

f tax is variec

o A ‘hed percentage,

If an assessee is liable t0 uwmh Jess than the E.wmawm P ,
instalments. If he pays advance ent Year m_E_m.Hq L Amount on which interest
pay interest as under upto AsSesST Rate of interest and period payable
il . i

Due date and mak&aazulﬁ...]-...-l-l i i 306% of u.__,._ﬂumm.m .m”u |ess amo
B e e for 8 mon id upto 15 Sept. "
Assessee other than naa___m‘nm_ﬂ jess [@1% P25 o o?ﬂ_é_.nm m“nx less am
(1) Upto 15 Sept. of the X _ _do— paid upto 15 Dec.
than 30%

Jess i
(2) Upto 15 Dec. of the ps =

— than60%




INCOME TAX

] S80S |
ted in the following €

oD) of .,._:._.P,._zi...:,n... s to the payee during the fip
1 pay <

However, tax shall not be E_.%J:M.E .
(i) The amount is exempt Ws

ss th T on k ancig)
f suc
,rate amount 0

i | . . it or aggrega it . |
(n) he _u... .u_H._a ,_ ne la T t to 2:___._..__..%2_:&..=u .T__Hﬁ-.'ua:::- 5 B _..
As: T iion ol i ree from paymen & .

2 = tax af souw S

(11) Deduetion of :

sociation or an entertainer f.

. ing incomes Lo a .._:.._;_e..,,__.:__.,.____
o0 any of the followi i 8 non-re,
" M i sible for paying an oot t sports association or institutiop
The E._.mc—.__src is vaw:mﬁ._ﬂmra ortoa zcd-_m.w:.—a—d ;ﬂa: at the time of credit of il
dbiriisaat whin ot = LI :s._._o is not a citizen af Tndis _ .,“.E”._. whichever is earlier, aeﬁ_:._.
to a :::-?ﬂ&oi mswm_ﬂm“_m.ﬂw,.i. or at the time of u:ﬁ.m_.ms.”ﬂ_ _”.M..a education cess & ".w:m.c @ _w.ﬂ.
income to the accoun s charge, if any, : &5 Y
it taic hanssmat L rxke ol wam_a. tm“ﬂ“wuuﬂﬂr_ﬁmu any income received or receivable by him
i 3 inc. n e, all)
(a) If he is a sportsman (includi
by way of : i )
(i) participation in India in any game; Or
(ii) advertisement; or ) 3 . 1e or sport in India in newspapers
(iii) contribution of articles relating to any gan j
magazines or .woc_.:m._.mw L aranteed to be paid or payable
(b} Ifit is a sports association or Emﬂhrmsaawmaﬁﬂwm ud pay 0
it in relation to any game or sport played in : ) . :
i its under National S
(12) Deduetion of tax at source out of payment in respect ofdepos e ~.W_Mmmuh
Scheme, ete. ] . :
i i i vin s Ty
The person responsible for paying any amount deposited in N &Boﬂwwwmﬂ _mmm Scheme, 1987
{under section 80CCA) shall deduct tax thereon @ 20% (10% tw.e.f. 1.6. . cec%e.mﬁ no such
deduction shall be made where the amount of payment or the mmwam.m:,b wb..c:ne of payments ip
financial year is less than 7 2,500 or the payment is made to the heirs of the assessee.

(13) Payments on account of repurchase of units by Mutual Fund or Unit Trust of India

(Sec. 194F)
When any amount invested in any Equity Linked Savings Scheme [under section 80CCB

before 1.4.1992] is returned by way of repurchase of such units or termination of the plan, the

Mutual Fund or Unit Trust shall at the time of payment deduct income tax @ 20% on the principal
amount invested and returned.

(14) Deduction of tax at source on commissi

on, ete. on the sale of lottery tickets
The person who is responsible for

(Sec. 194G)
paying, any commission, remuneration or prize exceeding
¥ 1,000 (z 15,000 w.e.f. 1.6.2016) to a person who is stocking, distributing,
lottery tickets shall deduct tax at source the
deducted at the ti i

purchasing or selling
016). The tax shall be
t the time of payment,

: reon @ 10% (5% w.e.f. 1.6.2
me of credit of such income in the books of account or a
Mm..b.bh_.&wmiea of tax at source ?3 pa t of ission or brokerage (Sec. 194H)
u?wou_: ,”.w. 3 ,_“_. ual or WH_%H who is required Yo get his accounts audited u/s 44AB or any other
sl no_unwm_mw_m_smwa ¢ for paying to a resident, any income by way of commission (excluding
BECANNE o it E.Mm%ou w« brokerage shall at the time of credit of such income in the bools of
w.e.f. 1.6.2016) provided e .,,M.mmmoh  imenever is earlier, deduct income tax @ 10% (5%
credited or ount of such income gr mm

paid or likely to ; ! Bregate of the amount of such income
¥ 15,000 w.e.f H.m.mcpmv..r be credited or paid du ng the financial year exceeds ¥ 5,000

va, Deduction of tax gt source
An individual or HUF, who is

Person, who is re &
following rates : Sponsible for pa

ri

required to get, his acg
r : ounts
ying to g resident any rent

(Sec. 194-1)
w:w;mm u/s 44AB or any other
 rate Shall deduct income tax at the
”mw W,E. use of any machinery o plant :

or use of any other asset 109 OT equipment 2%

DED

EDUCTION OF TAX AT SOURCE -
. shall be deducted »4 the
e ue “ time of ere ;
%_1.. .“n, payment, whichever 5 earlier, i :.ﬂ”._..ﬂ:«_;
he ww_._,.nﬂ 1 80,000. B
: '

such income in the books of account or at

Erégate of such income in a financial year
Jds jon. Rent means ;

e ation. RNt Means any payme :

X ‘...a.n..b_ﬂ.:: .y or any other :ﬁ:,f___c.- ent by whatever name called, under any lease, sub

i ....._ﬁhin.,. \ "Ment or arrangement for the use of (either separately or

le?’ ther) k:_w or () building (including

o8 () land; ¢ building); or (d) g factory building): or (¢) land appurtenant to building
Jding factory bu J.. : :_m.,_..z:.;...'._ or nt; or (f) equipment; or (g) furniture; or

.wan:.v_....ﬂmm. whether or no any or all of the aboye are owned by the payee

(h) fi r TDS the amount of re |
Fo

nt shall not include (Cireular No. 472008, Dated 28 .4 2008)
amn payment on transfer c_..h.__xa_"acn?? (Sec. 1941A)
Any person :._,d.:z?_,mm_ :.”m_ua:.w_z_. for paying to a resident (transferor :_.r..._. than a ,z..”._.._.:
ed to in section 194LA) any sum by way of consideration for transfer of any immovable
_.m?._.u.n& {any land (other than agricultural lang) or any building or part of a building] shall
_u_.cm_m.v w ne percent of such sum as income-tax. .
mmn__:.m._am tax shall be deducted at the time of payment of
aft Or any other mode, whichever is earlier
or d¥ wever, tax shall not be deducted where the consideration for the transfer of an immovable
aﬁw.mq is less than fifty lakh rupees.
w??. : The transferee is not required to obtain Tax Deduction Account Number w's 203A

(18) Deduction of tax at source from fees for professional or technical services ete.

(Sec. 194.])
An individual or HUF, who is required to get his accounts audited w/s 44AB or any other

on, who is responsible for paying to a resident any sum by way of _ a) fees .__.s_. UZ.?E_,.:C_.E._»
e or (b) fees for technical services, or (¢c) royalty, or (d) compensation received in ?.”.F_.E” :
mmdﬁn% m._.mm.n. 28(va)] shall, at the time of credit of such income in the books of mnmm.zﬂ,— OH.N:. the
_u.m s m.w a .ms& thereof, whichever is earlier, deduct income tax at source @ 10 o of w.._r—.n sum
Euw.ﬂwonwmﬂ.nmwﬁ Tax will be deducted at source if the amount exceeds 7 30,000 in a financial year
as .

service tax
broperty

such sum in cash or by issue of cheque

i i J T\f. ay ol any remuner ation or m...m..m 0
On any sum mum._hm or Umv_«m_UHw to a director of a company w y f . r : f ; : T
commission Uw._. whatever name called (other than those on which tax is deductible u/s 192) tax
3

shall be deducted at source @ 10%. 21 :
(19) Payment of compensation on acquisition of inmovable property

deduct an amount equal to 10% of such sum as mzncﬂm-wm,u.
However, tax shall not be deducted at source where -

GY the i able property is mm._.._nEnEE land (situated in urban or non-urban area),
1 e immov

and

: h payments during the
ii ¢t or aggregate amount of such pa : .
(1) where the amount of such v”w“wmmso _mw_w (% two lakh fifty thousand, w.e. ﬂ, 1 %_ mg,m.__c
& ool i mgwﬁowwﬂwnw means any land (other than agricultural land) or any
xplanation. Immova

building or uilding.
partofab g . ]
(20) Income from units of a Business Trus

trust which is taxable in the hands of unit holders.
that

portion of distributed income of the
(21) Income from units of Inves

Tax shall be deducted at source FBB).
°n the mhowhwdﬂgowﬁm not exempt Ws 1023

(Sec. 194LA)
Any person responsible for paying to a resident any sum, being in the nature of compensa-

ce va i si 1 ount

tion or m_-:mﬂv 1 sideration or the mﬂ.—wm.-._n..@@ cons ideration on acc

Q com nsation or F.Tm COns —&ﬁ ! ; .

mE ._-.-.ﬂmﬁ: y W.ﬂﬁﬁ._h.._—mm.ﬂ..-ﬁﬁ_. EH&._WH any Hm.ﬂ.ﬂ O*.m.ﬂ.-.__ mmov ma_—uwm .U—-...uﬂmn:—:a sh Q:- at .m.—.—mu- n.._r:.._.m O,Mm”ul.u__-:._._.wﬂ.—n,
m:.u.r.w 5 mHﬂ wmmﬂ 0 #uv_‘ issue of a n#mﬂﬁm or nwﬂm.p ar any other —.—.—&ﬁ. f}#——ﬂ._:u-rﬂu 5 ear -hvu

Om um y 1 e m :

(Sec. 194L.LBA)
T 4 at source @ 10% in case of resident unit holders of business trust on
ax shall be deducted at sou

(Sec. 194L.BB)
::hamu _._“M.nm of resident unit holders of investment fund
@ 10% in cas
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(22) Income

m from investment in Securitisation Trust (Sec
Tax shall be deducted at the following rates in case of resident : :
() Payee is an individual or a HUF 25%;
(i) Payee is any other person 30%.

Othe

r Important Points regarding Deduction of Tax at Source
(1) Payment to the

1 w._:L_:.._

Government or Reserve Bank etc. (S

Zc tax will be deducted at source if the payment is made to : e 1og)
E the Qc_cmqnamzr or
(1)) the Reserve Bank of India; or

(1) any Statutory Corporation whose income is exempt, from income-tax; op

(v) a Mutual Fund specified is Sec. 10(23D),

: (2) Tax deduction at lower rate. In the case of an T sect;

193, 194, 1944, 194C, 194D, 194G, 194H, 1941, 194J, 194LA, 194LBB or 1o, Cli0

194 y , 94LB
application being made by an assessee, the Assessi ng Officer, may, if satisfied, isg .
that either his income is not taxable or

: taxable at a lower rate. In such a case th,
the Payment shall either not deduct tax at all or deduct it at the lower ra
certificate.

y income of any person unde ns 199
» On :_._—
ue g certifiegy,
€ person making
te stated i, the

AMN..... _wﬂ

! : ) ) ! (See, 1974
at source in certain cases if preseribed conditions ar

(3) No deduction of tax at source in certain cases
Tax shall not be deducted
(4) Tax deducted is inco

€ Satisf
me. The tax deducted at source is deemed to be the income ohﬁa
person from whose income the tax has been deducted at source.
(5) Credit for tax deducted. The tax

(Sec,
. deducted at source and paid to the Central Qaam_,whwm.”
is n_mmE.mm to have been paid on behalf of the person from whose income the deduction
and he is given credit for it in his regular a

was made

ssessment. (Sec. 199)

(6) Duty of tax deductor. It is the duty of the person responsible for deducting tax at SOuree
that he must pay it to the Government within

at | the prescribed time,
within the prescribed time to the Director Ge
authorised by him.

Such person ma
rectification of any m

and deliver a statemen;
neral of Income-tax (Systems) or the person

y also deliver to the prescribed authority a correction statement for
istake in the statement delivered under this section. (Sec, 200
(7) Consequences of failure to deduct or pay :

(Sec. 201)
(i) Where the person responsible for deduction of tax at source does not deduct it (the whole
or any part) or after deducting fails to pay it to the government he becomes an assessee

in default.

The tax deductor at source shall not be deemed an assessee in default, if
(a) the recipient of sum is a resident and he
(i) has furnished his return of income w/'s 139;
(ii) has included such sum in his total income; and
(iii) has paid the tax due on the income declared in the return of income.
(b) The tax deductor furnishes a certificate to this effect in the prescribed form from
C.A.

(ii) If the person fails to deduct the tax or fails to pay within the prescribed time, he shall
be liable to pay simple interest :

(a) @ 1% for every month or part of a month from the date on which such tax was
deductible to the date on which tax deducted; and

(b) @ 1.5% for every month or part of a month from the date on which such tax was
deducted to the date on which such tax is actually paid.

Where the tax deductor is not deemed to be an assessee in default, the interest shall

be payable from the date on which such tax was deductible to the date on which the
recipient of income has furnished his return of income.

The interest shall be paid before furnishing statement as provided in sec. 200.

) _ B "

3 .m.: The amount, of {,
n_ mwwﬂm.:ﬁ_:
) If a person failg ,
(iv) : Pay
e by h 5 the er
S
; . an tahp o0 0MEL (G '
276B). 4 monyy, , but NM““” :E_,._,E;_.,_,_ﬁ_ﬂﬂﬂm:_: the tax deducted a1
i .
(v) Aperson shall not e deemeg MY extend g 7 v._wsmhﬁxﬁm a term which
or any part of tay fry, C10 b with fine (w/s
years from the end of . LN re

! the f;
(8) Issue of certificate. The ?..w

8

Fa_: r@ a nr»q
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Be upog 4] 85618 of respynsihle
5

L L,

Sident jr 1 default for £y

Angiy| ua%awsﬁ_ﬁ”m‘ at any ﬂ..ﬂw ___w..m._.nm._«_,wr@ iry of

) A Ry ; I a P expiry of seven

% guetion o the assessee stating ”_MMH_E:E the s_w mﬂ._“_”m_, is n..w& or eredit is given,

No. 16 in case of salaries an Form N, _mw_.p; OF ta dedypeq m_.q_“": o o e a certificate of
(9) Tax deduction and colfeeyy,,, . " N other cageg " ™ the prescribed Form
Eyery person anﬁoﬂ:m tax an._u”u___aw Rumber (Sec. 203)

/ ’ or callee; (Sec. 203A)
account numb SINE tax a

n_mm_,wn%mu“:wmb She Sosﬁﬂ. m..n._w_.ﬂw.x S_Wn:% unssﬂ _H_ﬂ.__“.ﬂv iwa,.“sh ._,E been allotted a tax

No. 1€ end of the monphy s v o0l 8pply in duplicate in Form

to the A.O. mc_...ﬁ:m m:oﬂ:_ma of a‘tax deduction h%%ﬁ%& the tax was deducted or collected
Where a “tax nmn:ncap and collectjon aceount ny w“o,_“_ account number’,

ghall quote such number in the Preseribed s mber” has been allotted to a person, he
(10) Bar against direct demang from a :

Fien
Where tax has been deducteq o soure »

deduct the whole

(See. 205)
i ¢, the assessee shall not be | bl i
to the extent it has been deducted even the deductor hs fag 1 o Moy
Due Date of Issue of the TDS Certificate

(1) Form No. 16-Annual, upto 315t May,
(2) Form No. 16A-Quarterly, within 15 days from the due d
of tax deducted at source under Rule 314
Duplicate Certificate

Where TDS certificate is lost, the tax deductor may issue a duplicate certificate in Form
No. 16/16A certifying it as duplicate.

Time limit for depositing the sum deducted at Source

Time limit for depositing the sum deducted at source from various categories of payments
are as under : )
tax deduction is made by or on behalf of the Government :

i ﬂ%ﬁﬁm MNM tax is paid without the production of an income-tax challan—on the

. . - . mﬂﬂ
(ii) M_WM.M.M ”wa is paid accompanied by an Esmnwsnﬂm M:EET«:,E seven days from
the end of the month in which the tax is decucted. rl
- ; idi th of March—upto
% Wwwﬁmwoumﬁwsam or amount is credited or paid in the month o
i

ate of furnishing the statement

»?ﬂ._u in which the tax

il. _ ithin seven days from the end of the month in whi e

95 . int C missioner allow
is m.wm...—nnmm. roval of the Joint Com

ith the app
ing Officer may with (e -
Exceptions : The Assessing = < quarterly o e
the Eﬁhﬂ of TDS in the following ¢3¢ 4 ce COMMIS mmiss

; gecurities, INSUrance “Lr iy oril 30.
Salaries, Tnterest other than iBtEres 10 5 o gber 7 January

-0 o tion of tax
nmlz..—% T idents without deduc
brokerage (u/ss 192, 1948 EE._.”@%«% ofintrest 10 rSCE2 Pl
Furnishing of return in respect
’ : a0 institution.
; jsh refu™S: | -4 panking IS g
Persons res .m_onm“zm “Hu.ﬂ___ H&:&E.aawwwam on the business L
Mwu A g%um. .UM% ety engoged 1 4
) Co-operativ
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r other gnme
LD O winmonggs from lotlenes oroseword pueelos, car i gnmes or other g
ol iy st

) O wannings from horse rnoes

1% Oy short-tow " - y

T - L I, S
VY O i sy engital gaine [not being LTCG roferrd (o in See. 10(33), Se
| Sec 1NEM]

v income from royalty and feos Tor Lix hnical services

Fild
1rg

Wre
ol incomen paid or likely to be pad oxceods ¥ one crore

perwon, being o nom-residont

15%
12%
Education cess & SHE( wurchargo, @ 4% shall be deducted
1L In the cane of & o
(o) Where the oo i domestic company i
(i
I
¥
10r%
Surcharge is not deductible at source
Education cess & SHEC - Education coss i not deductible ol source
(b)) Where the company s not a domestic company
(1) On winnings from lotteries, crossword puzzles, cord gnmes or other game of
any sort 30%
(0} On winnings from horse races 0%
(i) On short-term capital gains w's 111A 15%
(v) On long-term eapital gains [not boing LTCG referred to in Sec. 100331, See
10036) and Sec, 10038)] 200
(v1 On income by way of interest payable by Government or an Indian concern on
moneys borrowed in foreign currency (exeluding interest referred to in See.
19LB or SEe. 194LC) 20%
(v1) On certaun income from royalty and fees for technical services 10%
(vii) On any other income A0%

Surcharge : In case of a non-domestic company surcharge shall be deducted where the
aggregate of such incomes paid or likely to be paid and subject to deduction

(1) exceeds one crore rupees but does not exceed ten crore rupees @ 2%,
(1) exceeds ten crore rupees @ 5%,

Education cess & SHEC : On the amount of income tax and surcharge, @ 3% shall be
deducted.

(2) Payment from Recognised Provident Fund to Employee (Sec. 192A)

1. If the amount of Recognised Provident Fund at the time of payment is liable to tax, tax
shall be deducted at source @ 10%.

2. If the employee fails to submit his PAN to the employer, the tax shall be deducted at the
maximum marginal rate i.e. 30%.

3. If such amount is less than ¥ 30,000 (¥ 50,000 w.e.f. 1.6.2016), no tax will be deducted at
surce

(3) Interest on Securities

(Sec. 193)
1. The person responsible for paying income by way of ‘Interest on Securities’ to a resident

or domestic company shall, at the time of payment thereof or at the time of credit of such interest
in the books of account, whichever is earlier, deduct income tax thereon at the rates in force.
2. Rate of tax : 10%.
3. Tax shall not be deducted at source from any
(a) National Savings Certificates; or
(b) National Development Bonds; or

interest payable on ;

(c) Umcm.uﬂﬁ.mm issued by a co-operative society or any other institution or authority or
public sector company and which are notified by the Central Government; or

. gecurity of the

Al Cong T ¥uney
@ However, tax shal| by —_ =
Nitme
2003, if the int “uren T or
o . : " 0L Aty
| AnY interest payable o **da ? 10,000 .w_r.:: o0 8% Savin
@ {ures issued by a wid,

% (Taxable Bonds
I »a

L 9?; nein

(3i) the amount of such iny by an acer
ML .
interes AN gy ‘h.h Pyee ol o L
indhwvidu W the the sgzregate of

2 L nta of such
. Hancy | A '
1] Any . 2,000 year by th fompany lo such
. companies

the (e Ofporat (1
I ton of
or to any other insurer i, respocy Insurage, et
) Wy 1 f*ET
._:.:.,m.._:_ Interest :T:.._ MCUNties .

owned by

interest payable op 4
‘ﬂ,. }3.{ — d 1 n iny Security IRy k
&ﬂ—.—.:-tﬂ_: I8¢ torm and __.;-i on ] DY & company
with the Securitier Contracty oo Fied stock

“.:Mu:-mnnﬁasmt —r.—m:_...._:..n Act, 1956 ap
who wil | deduct tax at source The Principal
On :..r:.r tneome ..___i::.::a 18 to be made On div . Hr___n.....:: compan
_13___::...: made to whom or gn whose hehalf A ”3”_3; ws 2220
tic company. reholder who is resident in
%E.”Mn?. of TDS on dividends falling 1 9
However, no e :rw.: be deducted at Source in the followin
1.A mr.mw.ﬂﬁ.rc_a_ﬁ.. _x.:_ﬂ -y _-_5_59.:._. ofa tompany in E:_mw..”._”ﬂ”..wcrra are substantially
; if ’
55%“.-,@%@ dividend is paid by such com
(b) the amount of such dividend
distributed or paid or likely to

company to the shareholder does not exceed 7 2.500

2. If the &ﬁmn—mﬂ.& is credited or paid to the following, provided the assessee owns the shares
orit has full beneficial interest in the shares

(i) The Life Insurance Corporation of [ndia
(ii) The General Insurance Corporation of India or any of the four companies formed under
General Insurance Business (Nationalisation) Act, 1972
(iii) Any other insurer. |
3. Dividend referred to in Sec. 2(22Ka), (b}, (c) or (d). Such dividend is exempt wis 10(34)
Note : Any payment by a closely-held company by way of advance or loan t a sharsholder (Being » person who w the

beneficial owner of shares) having at least 10% of the voting power of 1 any concern in whuet such s hareholder
is a member or a partner and in which he has a substantial nterest i treated as dmvidend

DA iSec. 194A)
(5) Interest other than ‘interest on securifies ho ._.&c“n! his
(2) Who will deduct the tax at Source. () An individual or HUF, who i requs

accounts audited ws 44AB. = and in case of profession gross
Note : If the total sales, turnover or gross receipts in busiaes EIEI

(ii) hM”Hw hﬂﬂu“u%%wﬁﬁ”ﬂ aﬁﬁﬁgz .ﬂns bank. __ﬂuuﬂhswa. AOPor BOL etc
(b) P neaﬂﬁﬂﬁ%.& whom. A resident of India or domestc
(c) Rate of tax : 10%. _ .
(d) No Deduction of Tax from the \EEMMW” ncome credited in the books of account or
(i) Where the income or the aggresa'® %% 4 = o

Pd during the financial year does B 8 oy including any Er&.gs_%w;aﬁ_ﬂa
(A) ¥ 10,000, where the payerisa S8 T ery engaged i ™!
(B) ¥ 10,000, where the payer is 8 9%

of banking.

w Hrty

such security is in

hangs

In H___._.:f N aCce
W the rniles made therey

Ser 194

India or
22)e). 10%

pany by an account payee cheque: and
or the aggregate of the amounts of such dividend
be distributed or paid during the financial year by the

M)
My
LU
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(€) % 10,000, on any deposit with post office under any scheme framed ang p,
Central Government. :

Under (C) the Senior Citizens Savings Scheme,
Government,

(D) % 5,000 in any other case.

. (i) Where such income is credited or paid to (a) any bank, (b) any co-operative society

In carrying on the Business of Banking, (c) any Financial Corporation, (d) Life Insurance Co msmﬁwg
of India, (e) Unit Trust of India, () any Company, or (g) Co-operative Society carrying op :._mnws.w:o:
of insurance and such other institution as may be notified in this behalf by the Centra) Gove Usines

(iii) Interest credited or paid by a Co-operative Society (other than a Cooperatiy, wﬂ::ma.
a Bmﬂvm_. thereof or to any other Co-operative Society. k) 1
(iv) Interest in respect of deposits made under any scheme framed by the Centra] g
ment. vern.

otifigq 9 s:
2004 has been notifieq by the ¢,
“Ntra)

(v) Interest on Savings Bank Account.

(vi) Interest paid by the Central Government under the various Direct Tax Laws,
(vii) Interest which is wholl h as interest on deposits in P :
Bodk 18 wholly exempt, such as intere p n Post Office mmSnmm

(viii) Interest credited or paid by a firm to its partners.
(ix) Interest credited on the compensation amount awarded by the Motor Accidents C]a;
Tribunal, G

(x) Interest on the compensation amount awarded by the Motor Accidents
where the amount of interest or the aggregate of the amounts of such interes
financial year does not exceed # 50,000.

(xi) Income paid or payable by an infrastructure cap

[ ital company or infrastructure capital funq
or a public sector company or a scheduled bank in relation to a zero coupon bond issued on or after
1.6.2005 by it.

Claims Tribung
t —um.wm. nm:.sﬂm the

(xii) Interest income payable by special purpose vehicle to a business trust.
(6) Winnings from lottery or erossword puzzles ete.

(Sec. 194B)
The person responsible for paying any income to any resident or domestic company hy way
innings from any lottery or crossword puzzles or card game and other game

ammbu.ma:%
an amount, exceeding ¥ 10,000 shall at the time of payment, deduct income tax thereon at the
rates in force.

The deduction of tax at source from winnings from lotteries and crossword puzzles during
the financial year 2016-17 for the A.Y. 2017-18 would be done @ 30%.
Important points :

(i) When the prize is given partly in cash and partly in kind income tax will be deducted with
reference to the aggregate amount of the cash prize and the value of the prize in kind. If
the part in cash is not sufficient to meet the liability of deduction of tax in respect of the
whole of the winnings, the person responsible for paying shall, before releasing the
winnings, ensure that tax has been paid in respect of the winnings.
When the prize is given in instalments, the tax will be deducted only at the time of
actual payment of each instalment. )
Income tax is not deductible from the income by way of bonus or commission vm_@ to
lottery agent or sellers of lottery tickets on the sale made by them under this section.
(7) Winnings from horse race (Sec. 194BB)
Tax will be deducted at source by bookmakers and race clubs from winnings from horse
races where the payment exceeds ¥ 5,000 (¥ 10,000 w.e.f. 1.6.2016). The prescribed rate for

deducting tax at source during the financial year 2016-17 for the assessment year 2017-18 i
30% in case of resident or domestic company.

of w

(ii)

(1ii)

"

— e =4
e SR, |- O
A 8) Payment Lo contraey,,. N = m,_.ofmm@ mﬂ.@mn.m.-.f-!rf- o
Income Swh.%wm deductibjo g, m e — T w
or ou Ce
sﬂ_.m.c_a_. o nobﬂmm.ﬂ_ ro any worl (ingly, ﬁ_..as Paymengg made (Sec, 1940)
o0 m.._wunm 0 etween the iy Ing supply of labo y the Eﬁaﬁ:m t0 any resident
pur (i) the Central DQ._E.EamH Eragygy- and ur fo ;

T Carrying out any work) in

(v) any company; or
(v) any co-operative society: op
i tatutory authority
_Th: any s 4 Dﬂw.t mﬂwmmmm in .
planning, development gp jp, - 11 Providing hoyging geeq i i
. ; e 7 mmodation or engaged in
(vii) any registered society; op ment of cities, towns and villages, or for vowmum or
(viil) any trust; or
(ix) any Gsﬁﬂ.w:@w establi A
Grants Commission: or €t or declared to be University by the University
(x) any Government of 5 foreign
established outside India; or
(xi) any firm;or
(xil) any association o.m PErsons or body of individ . .
require ﬂ__. to get his accounts auditeq .t fﬁhswmgﬁ incorporated or not), who is
(xiii) an E_n_ﬁn.mzmw or HUF, who is required to get his accounts audited u/s 44AB.
However, an individual or HUF g

] hall not deduct tax at source where such sum is credited
or paid to the contractor exclusively for personal P

urposes of such individual or any member of
HUF.
When T.D.S. : Tax shall be deducted at source if the sum exceeds 7 30,000.
Further, where the aggregate of the amounts paid or credited during the financial year
exceeds ¥ 75,000 (% 1,00,000 w.ef. 1.6.2016), tax will be deducted at source.
Rate of T.D.S. T
Where the payment is being made or credit is being given to
(i) an individual or HUF @ 1%;
ii) any other person @ 2% , . ] . _.
AmanﬁMO? Tax shall not be deducted at source if SM%QEM %wﬂﬁwmm ﬂ%uﬂﬂwﬂw@@ e
i i edit is given during the cours , hiriny
o MWWMM%M@%%@M%@MWM%MM where such contractor owns ten or less goods carriages at
any time during the previous year. .
(ii) _H_Wum contractor furnishes his PAN to M.Hm Mﬁwn deductor.
Explanation. “Contract” includes sub-contract.
(9) Insurance commission
Any person responsible for p2
of insurance commission Gao:b:.manr
required to deduct income tax m_.MnB
(i) In case of company @ 10%;
(ii) In other case @ 5%-

at the time ol cr
th ﬁ..H.rm ﬁwu m_.__m_,_m”m M_amm“””.mﬂz%mﬁq is mﬁh_HrBo if such income does not exceed T 20,000
€ lime of paym ! deducted a
t be

No T'D.S. : Tax shall 00 (al yeer. |
(z HU.OOC.O E.&.ﬂ... H.G.NQHGW Eﬂ_.—m financ: _ﬂﬂh&ﬁa a _‘mu%u

(10) Payment under 6 Jife insurance

s : .
tate or g foreign enterprise or association or body

(Sec. 194D)

i i by way
i i domestic company any income by
%nw%cﬂm”%mmmhﬂmm including its renewal, etc.) will be

income at the following rate :

f credit of such income to the account of payee or at
eofcr

(Sec. 194DA)

Jife insurance policy
dent any Sum Emmaw w.ef. 1.6.2016).

. muma 3
nsible for uﬂﬁ:_.m_oﬂmn n_maso—,gaumqnm

Any person respo o
(including bonus) shall deduct ¥
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I the amount of tax determined as per the above method is lesser thap | hat
the basis of salary (; ftor deducting loss from house property) alone, then the

r__s.
at source on the basis of s; ary alone.

X Will e g _ '
1

W) Exemption regarding house rent allowance
ta) If the amount of H.R.A. does not exceed T 3,000 p.m., the

exemption regarding rent paid on a statement of the employee

submit the rent receipt for exemption,
(b) If the amount of H.R.A. exceeds ¥ 3,000 p.m. the

regarding rent paid afler receiving the
(¢) If the annual rent exceeds ? 1,00,000 p.a. the employee shall re
landlord to the employer,
(Vi) Payment of sa lary in fore
foreign currency, the v
exchange.

employey 4,
- He wil] 14

] Bray,
S8L 1,
employer will grayg the

C—— Oxe
rent receipt from the employ, my

o LTy

port the paN of )

e

ign currency. For the purposes of TDS on salary Payable

alue in rupees of such salary shall be calculated at the preserilyogd 3__. __“

d ragg o

(vii) Provisions relating to tax paid by employer on perquisites provided to an employee .

(1) The employer may pay, at his option, tax on the whole or part of the incomg iy,
nature of perquisite [which is not provided for by way of

in the
1 monetary payment /g
provided to an employee,

172
TR 9 . ‘ Sec. 192(14))
(2) For the purpose of paying tax by the employer, tax shall be determined a the average of
Income-tax on the income chargeable under the head “Salaries” including the income in the
nature of perquisites,
(3)

[Sec. 192(1p))

The tax so paid by employer, shall not be included in the income of employee,
[Sec. 10(10c)
(4) The tax so paid by employer shall not be allowed as a deduction in computing hig
income under the head “Profits and Gains of Business or Profession”, [Sec. 40(a)v))
(5) Any sum paid by the employer [u/s 192( 1A)] to the Central Government s

hall be treated
as the tax paid on behalf of the employee and credit shall be given to the employee for
the amount so paid on

production of a certificate furnished u/s 203. [Sec. 199(2))
(6) The employer shall within the prescribed time furnish to the employee (in respect of
whose income the t

ax has been paid by employer) a certificate to the effect that tax
has been paid to the Central Government,

and specify the amount so paid, the rate at

which the tax has been paid and other prescribed particulars. [Sec. 203(2)]

(viii) Relief u/s 89 by the employer. In respect of salary payments of employees of Govern-

ment or Company, Co-operative Society, Local Authority, University, Association or Body of
Individuals, deduction of tax at source

shall be made after allowing relief under section 89
regarding receipt of salary in arrears or in advance.

(ix) Adjustment regarding deduction of tax. If the person responsible for paying any income
to his employee which is chargeable under the head ‘Salaries’ feels during the course of a year,

that the original estimate of income of an employee’s salary is not correct he may determine the
total tax payable on the basis of corrected estimate and adjust the monthly amount of deduction
of tax at source accordingly in the remaining months of the finan

cial year.
(x) Deposit of tax. The

person responsible for paying the salary is required to deposit the
tax deducted at source as under ;

(a) Where the tax deduction is made by or on behalf of the Government :
(i) Tax is paid without production of an income tax challan—on the same day. y
(i1) Tax is paid accompanied by an income tax challan—within seven days from the

end of the month in which deduction is made or tax is payable u/s 192 (1A) by the
employer on the value of perquisites,

(b) Other deductors :

(i) Where the amount is paid or credited in the month of March—upto ‘mﬁr bnﬁm g
(i) Inany other case—within seven days from the end of the month in which %&.a.wmm
1s made or tax is payable w/s 192 (1A) by the employer on the value of perquisie

:_nr.__.__.
o Kiling of Quarterly g,
(¥ arding Lax deducteg

.u_— .
_; ﬁﬂ u::...:_:_}.._;_.ﬁ_;_..
M uﬁ.rnic gtatements are

e _:._._k- 10}
ctof the first three Harkery ypg .:._
P rhe ::_:.:._.__.,., statemen shall

cgon AU thorised by him afie
he _ﬂrm permanent Accoung N, e
__._:_. (xii) m.t?_:x..q::..h .ﬂ....a__...._::::_. >9.._.z=_.. b Number of the 1ax deductor
pead ‘Salaries” shall furpjy FeSpon;
¢

! " Lax has been deducted
: 10 the ; PAYIng any income chargenble
2 pead of perisieitea or Drofits 5_._5_@3_.____“..2 N B any income chargeable under

of salary provia o BiVing correct and co iplete
¥ Provided g him and the valye thereof in the

; of perquisi :

o salary with value thereof sy e M“m”"”w Other fringy

v able to the employee is more

Aoy 0F
Wemepy

at gt The

" 1t 1y, :.___,._ .

mhep _;___.__.__.u Lax (Syute

benefits or amenitie

e & and profits in
aya than 7 1 mcs_w_.ﬂ,ﬁ. 12BA provided the amount of salary paid
mﬂnm_.:m of the employee. P The statement sha)| accompany the return of
i ;
The nzwc_owmq shall also issye 5 Certificate for tax deducted a i B Sl
m._ua Z.O. 16.

Form Zo..um mr_mﬁ _cm teetied by ﬁm_. May of the financial year immediately following the
financial year in which income was paid anq tax deducted,
furnishing of evidence of claims hy employee for deduction of tax uls 192 (w.e.f 1.6.2018)
(Rule 26C)
The employee shall furnish the evidence or particulars in Form No. 12BB to his employer
o claim exemption or deduction from his salary income regarding the following :

1. House rent paid during the previous year exceeding 7 one lakh.
9. Leave travel concession or assistance,

3. Deduction of interest under the head ‘Income from House Property’”.
4, Deductions under sections 80C to 80U.
I ~§H“M”“uww m_mm%.oem_ WE mw_ _.mn“Mmc.nw” ,”_Womwun Sﬂénﬁga_a year 2016-17 : .
’ S d g i Al 1
i ol cnvinton s g st Tt 20011
- Mm%m : ﬁﬁmaﬂ“ﬂwﬁhnﬁ”w from salary liable to deduction of tax at source and the amount
of tax MM._.. WM_. deducted.

: Salary
Solution . uctible at Source from 2
Onﬂuﬂﬂva—a__-\.“.mh”ﬂ””m&ﬂgau Year 2017-18) 8,05,000
s ¥ 85,000 k4
Salary @ 60,000 p.m. and bon 62,000
mncwzmm :.‘m 80C ..E, Hm_%w 75,000
Contribution to R.P.Y. 1(

Life Insurance Premium

7,30,000
mium =
Unit-Linked Insurance Plo? wm,_aa i Nil
Salary Income Liable t0 Tax 25,000
Tax on % 7,30,000: 400
Pas G T N.Mo_aoo o 71,
Tax on 250000800,
Taxon?% w_mcboc@ ‘

in

1]
)]
]

[]]
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Add : 8
: Surcharg
A e
dd : Educati INCOME TAX
-«Nﬁﬂ.hﬂn—nu:nn. - 1on cess & m_,m,_m“ -
&Eq_e: s onthly tax to b C@ 3%
qmnm_,e.mqw_mu ww s e deducted Tax Ded
i 'mplo at ucti
mw.“n:mum Allo ing the m“ps%..m__su_. at Ud i e 7 %5 m%_v:.qa
Jonus wa cial aipur o0
Chi nee yea (po , vl .
mn“_um%mn educati EAeRL _vEm:cn exceedi S,__,ﬂ_ wwwmﬂ.m e ifr
His a ree hous ion allow ing 25 ) 5 : Loss from or 1 Deg
H nnual e FRV.¢ 15 lakh Hou, Asgger i
e has pai S:E.:u. ..<. T1,5 ¥ 150 p ) He Less Savi 8¢ Pry, gqss._.:_ at
Donati paid Li ution ,60,000 .m. for o Woy ' vings u pert Yesr Souy,
C ation ife In to Provi A ne il d 1) C /s 8 v Y e
to om to Pri suran oviden ild. 9 4 sontrib 0C ; .:.__.;..osz
s be Qmm_._wﬁem his i me Mini ce Premi t Fund is M.maba_‘_ (2) LIP 10 ution _ | Salary
olution ctad, e ».chusq.w zm:w“.: __uau 12 cﬂw 6,000 .mw.ace # mzﬁzwc.s. mcz_,m_mm. &p o Togg B
salary li al Relief Fur . : 00 0 g ‘& Ppy "al Ing
. o ary liable t lief Fund 0 Tax on 2 5.70 eof (g req ¥ 0me . ,
Um_wd\ Hido Sutiton ol o deduc Soaﬂ 10,000 Add : Sur s ,000 pita] 867,000 7
e . T v
wcmunmmm b.__.nm (for Tax Deducti of tax at s ge “._"__.::: !
nus lowa the Ass ctible ource Add : Ed ; .2 1,000 !
mw:nums e S 5% t Source fro and the a ucation ceg Tot. .HU__:::
201 m > amo 88 & al] 2,0y
nt-fre educati r2017-18 Sal unt, Monthl SH neo, < M0
e ion ) al of y deducti EC me 5,000
Le house Hmﬁw umm_manm @ & tax %H:oz from wmg 00 67000
Less : Savi al XCess wes f salayy 510,000
Onchnw i ary (Z 9,6 over 7 10 ¥ or Dedy Iy be Dedye m::s
: 8 ,60,0 0 nde et e 900
Pﬂzvﬂ_wﬂn. 80C : ,000 + 80 p.m. 9,60 ? e r Secti ion of Tay ted firg, 00
s _nmcw_%: to PF. Hs.%oc +600) N.S.ME_ { Tn the case of a fons 193, 194 at Souye, m Salary 39 nw...q_
bt ] y ~ - 1 i, u
vite Bremi ome from 80 (0 (a) Jc.—._bnm th person other tf Part ' —?_P 1 € durip ._._...v
Wmm‘ allow mium Salary .Mg ) r.sa_” person . ;.u., ;5.%53 948, ,,fmwu the F, Y. 29 T sﬁ
educti ed Max 15 00 (i) On i other thy sident | mpany 184D 16-17 794
10 on u 21 _1,56,090 interest an inter n Indig : and 195 A48
P 900 50,000 . 14,36.690 e e ot on weuris L
) i nations ,000 authori ures 3 ate o
Income ¢ m»ﬁ%ﬂ mm:uw m..a 10,000 1 ww_.ooo (B ey HH.“M_”H prpm f Inoome Th
ax und ’ mad 1,08,000 a recogni ures i 00 esta O0EY ing
Tax on ¥ neom . et ,000 ogn issued hli ued
Ta on?h cmm.um.moow Tiskie {6 I 0 1,08,000 @ any vr ined mﬁr@ﬂ..?ghﬁ by 0 bl -
.?H on ¥ u.cc.ucc . eduction of ”_Eos ;ESE:: of the n“ Ayt desichel < s T
on ¥ W- v 00@ 2 of Tax at iv} Onwi .n.nm it ntral or State " bentures are
Add : S 118,690 @ QMM Source 10,000 & any m_““_::mm from _Q_H_ Covernment e listed in 1%
: Surch IE 1,180 ) On winni o8, CTo8
arge 8,000 (vi) O ning pword 1"
Add: E 13,18,690 Surchu n any ou..._nﬂn_gu— T puzales, card gam :E
: Educati ; Ed rge. Su incom 5 o ar ol Yh
tion ucatio reharge i 8 or game ta
ce. (b n ces ¢ i8 n of .
Ilu , month ;@ 3% ; ,00,000 In the person is not eductiblo reo A%
stration 3 ly tax to be d Tax 3 96,607 (A) oua____”u o_.za_...asﬂﬂ..._: in _”.“_.._,_&Q a0k
ys ? t 2 42_._._-_@__.&._. 10%
T3<.v"m Siibomie educted at s o be Deducte , o_ﬂq s 116E _uc..wm.mn_. income E_n_n_”_...
’ ident F under th ource ¥ datS T304 il ) On long- g LTCGr Sﬂﬁu:.z___a..,_:_g_ aagial
omum.occ on und and Publ head ‘Sal 18,936 TR .um.ms e g Lo enptel s e e 1odand e 1
pita a poli i Salary’ i ; 66 On short 16E p—— o e 1081
w.m.wm-g_ q« m,cc%omwwa% M Hﬁ”mﬂqm%nmumﬂmwhmﬂv:sn " ¢ N,mﬂm.wm (D) On e Lai i fom the transfe of _sg,.__”whm;,__ =)
: s ’ i at¥ 6 . on y way of 1A e _
o i Dt e sancet ot § 4% 50,000, Ho hos. e gl
on account M._.m-.ww”&._ﬁg the M_“-b.ﬁ_. of %ﬂh;#.&ghu%.ﬂum has WMMM@“OSETEQ (E) M_.”.._““_&m_ Hgn_“ahhﬁnﬁhsgnwﬁnﬂir““ﬂﬁﬁﬂhhs Indian Concerr ﬂ__““
re plo be ifi onin _ nnings from lotter rlim oS¢ sminforsg _
ot umwﬂe:mmu that th n&ﬁﬁuﬁﬁ.ﬁma mﬂ Insurance Recognised (" mq any sort m ottaries, erossword Eu_.___zs or S ssm___;ﬁ
n .d_mno_w MM is loss MM %oEdm a:ﬂmm of o_mwﬁﬂmi_.ﬁ of (@ on ,H:s_:__n from horse races card guses o other 0 w0
self- er th ring th e issue of H rtain in
Dn_n_..ﬂm& h e head ‘In e financial (ii) m_.__ On the ivaﬂao“_ﬂc _Fua.ﬂ royalty and fees for \achiical #er¥ __S_.,
ous com year the f gther in oo
e 4 mc.g e mn.ﬁb..- mc_uwm Cvp_._ gm”” _..._.D_uv_. o.mem_. _umq”“”ﬁ. _“N”
4 m Pt :
2 Sl o by woy of __,_Mﬂ_._aﬁ% y Government 073 Indian C 2
it . Enaas_ceaimﬁ_igzg_”waé
Jg4LBor Soc. 104LC)
20%
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B - “F TAX AT souRrcE

the Government collects p,,
(1) Deduction of Tax at Soum?.e Tax ag under -
2 Collection of Ta_x at SUUI‘CQ-’

@3 Advance Payment of Tax; ’

i) Payment of Tax on Self-agg _

i5) Notice of Demand. ¢Ssment; ang

. The amount s deducted at s hall b i
iuctor in the Government Treasury within the prescribe et s e iy e

: d time limit. The t i
led deduction of tax at source. ) SianEe dedickad 1a
yments subject to deduction of tax at source

The following types of income are subject to deduction of tax at source :

I. Salaries (Sec. 192)
2. Payment of recognised provident fund (Sec. 192A)
3. Interest on securities (ESE‘:?: %gi))
4. Dividends . (See ‘ig A
%. Interest other than interest on securities (Sec. 194B)
6. Winnings from lotteries or crossword puzzles G AT
T. Winnings from horse races (Sec. 194C)
8 Payments to resident contrafitOf'S (Sec. 194D)
9. Payment of insurance commission (Sec. 194DA)
10, Payment under a life insurance mllcgrr Sports Association (Sec. 194E)
I Payment to non-resident sportsman d or Unit m(égtegf Ilr?ggm
. T Un 1

2 Payment of N.S.S. of units by Mutual Fund o Sec. 194F)
5. Payment on account of re-purchase (Se 194G)
' . (Sec.

:  sale of lottery tickets (Sec. 194H)
}g Payrnent of commission etc. 0 Kerage (Sec. 194-1

- Pa mmission 0r bro than agricultural land
1§, e 9f e ct of rent , ble proper dy gter (Sec. 194-1A)
Iy ayment in respe rtain lmmOVa S 194.7)
" Yayment on transfer of ce (Sec.

i e Sec. 194LA)
hnical serv roperty (Sec

B p fessional OT - n of immovable ProP (Sec. 194LBA)
19 Paymant of fees for pl:gon on acquisitt’ (Sec. 194LBB)
9, Inac};m il Com}:;g%s}‘aa businesst“mlfﬁ : (Sec. 194LBC)

o me from Un{t of Investmen -tisation Trus
2, 5 Ome from uni Stmeﬂt in Securl
tome from inves



—

578 INCOME TAX
! ) — & i

The tax is also deducted at source on the wo“mmﬂm_ 5o
to non-residents or to foreign mnmrg.:cum.w inves e ‘
payments have not been discussed in this nrmﬂ &
1. Interest payable to nor-residents an oreig

Fund. :
2. Payment of interest to a non-resident or @ foreign company

3. Interest on certain bonds and Government m.mn:u.:m»mm s
4. Other sums payable to non-residents and non-Indian companies
5. Payment to an Off-shore Fund
6. Payment of interest or
Company
7. Payment of interest or
The provisions of the Act regarding deduction of tax
under :
(1) Salaries

n companies by an

dividends to Foreign Institutional Investors
at source on different items gpq
as

yments. But these paymentg
Hence, the TDS provisions ..1m:.rm3 Mag

Eto _._Jm“,.ﬁ_

Infrastructy, re Dy
(Sec. 1941

._.mmﬁ. Hwn—_..__.r
(See, 1941
(See, Gm_
(Sec, 196p,

dividends on Foreign Currency Bonds or Shares of g,
n

(Sec. 1950
(Sec. 1961

(Sec. 199,

(A) Compute the income from salary as discussed under _.,.rm rwmm ‘Income from Salarieg
(B) From such salary income allow the following deductions if preseribed conditions are

satisfied :

(1) Deduction w/s 80C in respect of life insurance premium, provident funds ete. ny

exceeding ¥ 1,50,000.
(2) Deduction w/s 80CCC not exceeding ¥ 1,50,000.

(3) Deduction ws 80CCD in respect of contribution to pension scheme of Central Govern-

ment.

Note - The aggregate amount of deductions under section 80C, section B0CCC and section 80CCD shall not exceed
7 1,50,000. (See. 80CCE). However the amount contributed by the employer in pension scheme (w/s 80CCD) shall

not be included in ¥ 1,50,000 limit.

(4) Deduction w/s 80CCG in respect of investment in Rajiv Gandhi Equiy Savings Scheme

not exceeding ¥ 25,000.

(5) Deduction w/s 80D in respect of medical insurance premium upto a maximum of
7 25,000 for self, spouse and dependant children and upto ¥ 25,000 for parent(s).
Where the premia is paid in relation to a senior citizen, the limit of deduction shall be

# 30,000 instead of ¥ 25,000.
(6) Deductions u/s 80DD % 75,000/1,25,000.

(7) Deduction w/s 80DDB ¥ 40,000 or actual expenditure, whichever is less.
For a senior citizen, the deduction shall be allowed of a sum of ¥ 60,000 or actual

expenditure, whichever is less.

For super senior citizen, the deduction shall be allowed of a sum of ¥ 80,000 or actual

expenditure, whichever is less.
(8) Deduction u/s 80E amount of interest paid.

(9) Deduction w/s 80EE in respect of interest on loan taken for acquisition of residential

house upto ¥ 50,000.

(10) Deduction w's 80G in respect of those donations regarding which there is no maximum

limit of qualifying amount.

(11) Deduction w/s 80GG in respect of house rent paid by him for his own residence.

(12) Deduction ws 80GGA in respect of certain donations.

(13) Deduction w/s 8OTTA in respect of interest on deposits in Savings Afcupto 10,000-
(14) Deduction ws 80U of ¥ 75,000/1,25,000 from the income of a resident individual who

is a disabled person.

(C) Rates of Tax. The following rates of income tax for deduction of tax at source from

m&m_q,wm_m and computing advance tax during the F.Y. 2016-17 (for the A.Y.

applied :

(a) Individual—Senior citizen (resident in India, who is of the age of 60
less than 80 years during the previous year) :

2017-18) shall P?

years or moré but

o DEDUC .
= On 7 3,00,000 TION OF Ta 7 SOURCE 77

Next on T 2,00,000 .
Next on ¥ 5,00,000 Nil
mewllmm—_wsnm @ 10%

b) [ndividual Super Senior cit; @ 20%

( during the previous é..:fp.ag resident in India, wh; . @ 30%
On % 5,00,000 il » Who is of the age of 80 years or more
Next on ¥ 5,00,000 Nil
Next—Balance @20%

© Other individuals : @ 30%
On % 2,50,000
Next on ¥ 2,50,000 Nil
Next on ¥ 5,00,000 @ 10%
Next—Balance @ 20%

@ 30%

gurcharge- Surcharge 15% if such income exceeds # one crore
uma_.hﬂ.ann relief. See Chapter 1. .

m\innn&oh cess. 05 the amount of income-tax and Surcharge, if any education cess @ 2%
and Secondary and Higher Education cess @ 1% shall be deducted.

Employee should furnish his PAN to the employer otherwise tax shall be deducted at a
ENH._—WH H-m.ﬁm ._.u..._m Ncmg

_k\lmm\m.mm of an individual resident in India, whose total income does not exceed five lakh
rupees, shall be entitled to a deduction from the amount of income tax payable upto ¥ 5,000.
_ (Section 8TA)

/[Ill.ll|]].|.l|l|.|.| |..
o T O it v gﬂ%ﬁm& _ i income to his employee
i ] . The person responsible for paying any in s yee
ﬁEoWﬂ%%ﬂﬂﬂmmﬁ% “m.”m wmm%mm_m_.__ﬂ. mec_ at the time of payment M_WM_MM income tax
therefrom at the rates in force for the financial year 10 which the payment 15 am? m_
(i1) When tax will be deducted. The aforesaid tax can be %HME._ at mmhﬂhnw <y
snployee” iRl the financial year, an assessee is
(iii) Salary from more than one employer- Where, during the year,

em ,— ___.w_ﬂ one em’ _.OJ.N—N or ﬂ..muﬂﬂm wwm Um.m F@.—& wr—gﬁmmuﬂmw
& m..»E._.h.:vg@q_Hmﬂ .BHP%H more s % yers.

loyer, il :ved by him from the
employment under more than one emp head ‘Salaries’ due or receiv ¥
own choice, the datails Jm%m Euﬂmu Mwm smw. %nmcm_& at source therefrom, and thereupon the
oyers

other employer or emp 4t e
employer of his choice, 8 &S.m&c&nmﬁu%m y by this employer-
assessee Who receives any

under the head salaries
employers, the balanc® g under other powcds: 2120 able under any other head
articulars of such

5 : 7 i me v .U
'D.S. after considering MEOT. ' ag also income © arge
i o Jer the head ‘Salanes o ish to his employer the %n e o

income chargeable un : he may - L of this .
of income for the sameé financial yeab thereon under any uBﬁu_MMM thereon also into account
other i d ?&E.E:a& H_%E_._Hﬁf_&a alary
er income and 0 ther income &7 urce on inCOme from salary. -
0 g B_um._b.n at 50 der the head “Income m

employer shall take suc
for the purposes of makiné deductd

The employee wamn. The employe”

t such loss for the purposes of

t O
<ha gtatemer e into accoun loss from salary
furnish chall tak ot deduct any 1088 FO e

property” to the employe: galaries Prope
noEvMWMm the tax deducti® womn._nﬁam from HOUS®
income except loss under the be?

tax deductible at sourc®:




bed depreciation in n..u
By

= B2k ) absor

_ = s e aﬁ:h wr A

352 ) ) R ....i:..\.. pusines’ loss o [See. &m»__:_q
ST .gpectt ama amates wi . )
(6) hnaS.aE.a.?t non u a shiP or 8 hotel ith anoth,

Amalgamation-

(i) owning ) nﬁmnwmr : B

company; oF . amalgamates with 2 % G engaged 10 the business of operg,

(ii) a banking company &% 7 smpany o compar any Of companies engagedins; gy

(iii) one O more _Eg“...rmmww:ﬁ_:‘naonm u_H_E._.... sector comf Stmjy,
with 0

of aircraft amalgamates e ha wEEmmEmEnm company shy,
any o:rﬂunmfcﬁm year inwh !
. ;11 be entitled to ¢
ed company w : 0 carry.f,
the uﬁm_mmﬂmﬁ of the mb._u_m.mﬁm:am company. o,

business,

the wnn:n.é_m:ua loss a
deemed to be the loss or
the amalgamation Was effected.
ward and set-off the loss an

Conditions for set-off _ following
(1) The amalgamating .H.Eﬂm.b%?@ pusiness iD which the .wnn:.::.r_wﬂmg loss oceurreq .

(a) It :  ee Or MOTE years.
nmﬁan_.mman. _.mﬂ_pmt.wwmw as cr f amalgam ation at least three-fourth of i},
() It has held ot S0 ots held by i 10 - &rs prior o th date of amalgamatiy
(2) The m..:m_mmnumnon_ company
(a) The Esm_mmamgn_ company b
amalgamating company mnnn:.mﬁ_ as a
the effective date of amalgamation- ! T
(b) The amalgamated company continues the business of the

least five years from the date of amalgamation. ...
(7) Aceumulated non-speculative business losses and unabsorbed depreciation in case of

Demerger. Where there has been a demerger of an undertaking, the accumulated loss and the
unabsorbed depreciation transferred by the demerged company to ther esulting company shill
be allowed to be carried forward and set-off in the hands of the resulting company.  [Sec. T2A4)
The resulting company ¢an carry-forward and set-off such loss for the balance period for
which it can be carried forward and set-off by the demerged company if there is no demerger.
(8) Aeccumulated non-speculative business losses and unabsorbed depreciation in cases of
Succession. ,.S,.mwm a firm is succeeded by a company/a proprietary concern is succeeded by a
company, which fulfils the prescribed conditions, the accumulated loss and unabsorbed depreciz:
tion of predecessor firm/proprietary concern shall be deemed to be the loss and unabsorbed
depreciation of the successor company for the previous year in which business reorganisation
was mm.mﬁmn. The provisions of the Act relating to set-off and carry-forward loss and :zm_nmaﬂg
zaﬁ«ﬁ“ﬁ_wu shall apply accordingly. [Sec. T2A(6)
@ above provisions shall also apply in i W i
company is converted into a limited :Mﬂww_wnu. MNNNWMMWWM.W <ty o
Note ”ﬁMn,.n Mm..@.mo‘_;ﬂnuw nn.h_..m set-off of unabsorbed depreciation see nrm..u_nﬁ. on ‘Depreciation’
ccumutated nor- i i '

Amotgamation of @ wa:h« _MMMQMMN”W wﬁaﬂ\MMMa ﬂw“ﬂm and unabsorbed depreciation in caseof
banking institution under a scheme sancti a banking company amalganates with any o
ment, the accumulated non-speculative who.umn and brought into force by the Central Goverr
banking company shall be deemed to be :-w:mwmm loss and the unabsorbed depreciat ¥y e
Dot Borthe Hhavaai oar 16 wisioh ;_m co.wm or unabsorbed depreciation of such bankiré
e scheme of amalgamation was prought into force.

(Sec. T2A4!

conditions

of book value of fixed assets, of i,
result of amalgamation, for five years frop

amalgamated company for g

Notes : (1) Definition of v EC shall not apply in 8 case
: amalgamation gi i 2(1B) sh t th
il ks ; . given in Sec.
2) Conditions given in Sec. T2A shall not appl p.-p_.- this H._?Nnm b m :
B PRIY 8 case, <

(10) Carry-forward
. and set-
off of aceumulated non-speculative business losses and unol

sorbed depreciation i
of this secti e of business isati
(i) mﬁh%ﬁaﬂﬂﬂwwwu.mwonmm.ﬁmmﬁcn mmwﬂ.%“m:,;a?uﬂ of co-operative bank. For the purpe®
(i} Demergerof a nm .om co-operative bank with anoth s e
perative bank with msoﬁrmwnoma co-operative bank.
-operative bank.

SET-OFF AND CARRY FORWARD OF LOSSES . £
nd ::mﬁmcqtn&

and

i . sonS .elating to set-off of ace )
" rhe ﬁno&u_ouu L £ ff of accumulated non-speculative business 1058 2
Th ess losses

on are the 5a1me .am.n_wmnzmw‘un under “Accumulated non-speculative busin
d Qmﬁqmc_mfcs G_Hu nnﬂu of amalgamation and demerger — except the following -
‘The set-off shall be allowed to the successor co-operative bank as if the amalga™

pot taken place.

ﬁm:..-om n.sa_ﬂm:c“:m m_..oB the beginning of the previous year and ending on p_fm,.

waﬂsmmumﬁm; preceding the date of business reorganisation. and the period

encing from the date of such business reorganisation and ending with 15«
revious year chall be deemed to be two different previous years for the purposes ©
P - and carry-forward of loss and depreciation allowance.

ation

wnmm& Forward Losses of certain Assessees

firm. The share of loss from a firm cannot be set-
the firm can carry-forward and set-off its losses as

off by a partner against his
per provisions a_mnsmmm&

Onan.ama.. in
retiring Of
[Sec. 78(1))

of closely-held companies. Such a company shall be allowed to nwﬁ.u”-_;oq.eem:.&
off its losses of earlier years against the income of the previous year provided my.m:.
ying at least 51% of the voting power are held by the same persons ab the end of the
ar as they were held at the end of the year when loss was incurred. (Sec. 79)

jons. (a) Where change in the said voting power takes place in & previous year due

to the death of 2 shareholder or on account of transfer by way of gift to any relative of the

chareholder making such gift.
(b) Where @ change in the shareholding,
takes place as a result of amalgamation or demerger of a

foreign company, .
ition that 51% of the shareholders of the amalgamating or

subject to the cond _
ntinue to remain the shareholders of the amalgamated or resulting foreign company-

n_uu..m.m_b% cO!
If there is a change in shareholders, the company is not entitled to nma-mcﬂﬁw_d and set-off
diture on scientific research and

the losses; but unabsorbed depreciation, unabsorbed capital expen
family planning are deductible. [CIT. ve. Kalpaka Enterprises (P Led. (1986) 157 ITR 658 (Ker.)
Filing of return of Loss. Unless the assessee files the Return of Income within the period
wwmmwmmm under section 139(1) and gets the loss determined by the Assessing Officer he is not
entitled to carry-forward and set-off the loss. However, this condition does not apply in case of
loss under the head “Income from House Property”. (Sec. 80)
O..m__‘.J‘.-._ao_..EnHm of Unabsorbed Capital expenditure on Scientific Research and Family
P “M:E;Wu Capital expenditure on scientific research and family planning which cannot be
absorbed in the assessment year because of insufficiency of profits can be carried forward like

unabsorbed depreciation.

Order of Set-off
If an assessee is entitled to claim Qmﬁa&@&o? capital expenditure, etc., as well as nmﬂlm&
11 be as under :

nuj_cmw& business losses, the sequence of allowing deduction wi

r.w Current depreciation;

%MW mmsuwmuw expenditure on scientific research and family planning;
(iv) Gm—.ﬂm_ﬂ forward business losses;

W) nabsorbed depreciation; .

Unabsorbed capital expenses 00 S¢!

in the case of change in ifs constitution. 1f a change has

ses of @ firm
carry-forward the share of loss of the

miaﬁﬁcn of a firm, the firm cannot

of an Indian company which is subsidiary of a
foreign company

family planning.

entific research and
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INCOME TAX
Carry-Forward and Set-off of Losses : At A Glance
\ = Set-off
o 3 <088 ing eight years. income f;
} Loss from house Property In f()llOWl}lE eight 3 : rom Ouse .
© o Loss froy business o profession In following eight years, income from huqi%’
3 | L pl‘oﬁt;?fmqn' four years, income ik
| Loss frg sSpe i In owing fo . Tom g g
SA. | Logg fm:: sgzz?fi::i“;:minms Income from specified business, 1\}} ilr?lzn?'
; prescribed for carry-forword and Set-off Mt |
4. | Short-termy capital logg In following eight years :
(a) Short-term capital gain
! (b) Long-term capital gain
5. | Long-term capital losg In following eight y ears, long-term Capita] gaj,
‘ Losg from activity of oOWning and main- In following four years, income from U\Vning
_taining race horseg maintaining race horses. L
I"ustra-tion 1
Mr. B, Rath; submits the following information relevant for the Ay 2016-17.
Income L
3 ;
Taxable Income from Salary 2,42,000 .
axable Income from Houge Property
ouse A 15,000 .
Ouse B — 170
House ¢ — 210
Taxable Profit from Business :
Business A 8,000 i
usiness B 25 100
Business C (Speculative) 11,000 <
usiness D (Speculative) - 230
Taxable Capital Gaing : *
Short-term Capital Gaing 6,000 -
Short-term Capital Losg e 2800
Long-term Capital Gaing 12,500 g
Taxable Income from Other Sources :
Income from Carq Games 13,000 o
Loss from Card Games = *'”2
Loss on Maintenance of Race Horses o Gﬂ‘
Interest on Securities 4,000
Determine the 8T0ss total income of M. Rathi for the AY. 2016-17.
Solution
Computation of Gross Totg) Incom i
 the Assessment Yo 2016-17) ? g 00

1. Taxable Income from Salary 23

2. Income from House Property -

House A 15,000 _
House B (-)17,000 .y
House C (=) 21,000 (-

3. Profit from Business : ‘.
Business A 8,000 ) g
Business B (-) 10,000

4. Profit from Speculative Business:

Business C 11,000
Business D () 23,000

(-) 12,000



SET-OFF AND CARRY FORWARD
OF LOSSES

SET-OFF OF LOSSES

Set-off of losses means setting-off losses against i  of , ar T o
iing - ifF 6F lonaee: e an it dar gainst income of the same year. The provisions
(1) Set-off under the same head. If the net result for any assessment ye

: . L ar in respect of any
quee falling under any head of income is a loss, the assessee shall be e

. : ntitled to have the
' mount of such loss set-off against the income from any other source under the same h

. ' ead. This
sslso called inter-source adjustment.

(Se(: ” 70)
However, the following are the exceptions to the above general rule :

(a) Loss from speculation business cannot be set-off against income from other business or

profession. This loss can be set-off only against the income from another speculation business.

(b) Loss of specified business (See Sec. 35AD Profits and Gains of Business or Profession)

cannot be set-off against income from other business. This loss can be set-off only
against income from other specified business. -

(¢) Long-term capital loss cannot be set-off agefinst short-term capital gain. This loss can
be set-off only against long-term capital gain. .

(d) Loss from the activity of owning and maintaining race horses shall be_set-oﬂ' against
income from owning and maintaining race horses only and not against any other
income under the head other sources. _ :

(6) Losses of lottery, crossword puzzles, gambling, card games or betting etc. can not be
set-off against such income 0T any other income. Further, no loss under any head can
be ains incomes. _ .

(f) Lo:; H{:,iafn ex;;;ﬁgdlsource of income cannot be set-off against any taxable income.

(2) Set-off against income under other heads. If after setting-off a loss under the same head

' tincome thergglt:li'iln‘:-e; . some loss, the remaining loss shall be set-off against hl.‘? (;'nw;nle

'IIlde-r an . ec. )
y other head. __—y ;
However. the following losses cannot be set-off against income under other heads :

@) Speculation losses; (aa) Loss from specified business; (b) Loss from activity of owning

| Maintaining race horse; (¢) Loss under the head ‘Capital Gains’; (d) Loss under the head
| Buc: c :

4 ~ ?
' Bugiye : . ot income under the head ‘Salaries’ ; (¢) Any loss
o 2ess or Profession’ cannot be set-off again g

ot . . from races, 10
, [3a)HOWEd 1.:0 be set-off against wmm;i Any loss from business (other than speculation
| %mESSI;OSB from Business or irggfesggainst any other income falling under the same head
a2 Or profession can be sev”

ther head of income except Salaries.
o o]l as under apy 017" : iy A
I&: speculation income) r—:!s W ted as a loss from business or profession. In case of |
gy nabsorhed depreciation is nof, 1.:1'93 ¢ Sec. 39(2) are apphcable. Hence, unabsorbed |

dﬁ SQrb?d depreciation the prow{lSlODB r the head ‘Salaries’.
Mecintion eor L ot goainst income WAET T ——————

o —
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INCOME TAX - 5
- - : 5 SET-OFF 4 —
) ) P y ion business can be « e ND ChRRy ko -
(4) Speculation Loss. Losses in respect ammtﬁncum::: . € set-off RWARD OF LQ
. o . . iness carried on by the assegg., Y ¢ i arry-forward and sei., . LOSSES
profits and gains, if any, of another speculation busine e Msa r_ AS8eSsee, [ g, Biin (2) nmE & arderthie head .FME. "t peetlation bys: : B
House property, losses of non-speculation business Or Protess 0sses 4 SSog pet e 7 : s and (g Misiness logg :
q perty, ! P be set-off against the profits of a spe _..42. the T {he being @ 1oss of speculation businege ains owmc_ﬁw.mn»: p es, “:,_.o_. any assessment year
ncome from Other Sources’can, however, be set-0l1¢ T A Sheculatigy ) € he, not sard to the followi 38), 50 Much pf gha 1. | TC1€SSION'is a loss to the assessee
byg;, ed forw 4 Ng assessme the loss as 1,
S businees be s Sep ks car™ ad ‘Profits and Gains of Busjne DLyear ang it spyap) be s A8 Tot been so set-off shall be
i (4A) Loss of specified business. Any loss of a specified business can be set-off mmm:._w.ﬁ_ 13 the be: year, it shall be carrieq mowﬂwwmvﬂo?wm__c:_, 1fthe _o.mmmm”%m wmﬂm._w” Foie Ly omidler
of : ! , , | wing year A f . nnot be wholly set-off i
.“5.«.,. other specified _uﬂm:ummm only. ) R ace h Le . [Sec. ._,_."..w Ol .q&__n m&mﬂm_t succeeding the assessment u.mm.ﬂcm & maximum perigg of mmmrﬂ_ m_.”.mwmwﬂmﬁm _swﬁmwm
i (5) Losses from the activity of owning and main a:“..ah i ﬂﬂmﬁﬂw es. Losses from ¢y, Al jmm or which the loss was first computed !
: ot - ; assessment year s set- o ey . ) :
mao,”.wc”._zm, and ﬁﬂsﬁnﬁ_ﬂwﬂam _Mwﬂwmhwmww%wwommmmabmm any other w:mmﬂmm only agajng .__M__ﬁ_. {f the business or profession has been giscqr(: [Sec. T2(1))
iw:._bm.mﬁ s S _ be set-off agai : (Sec. ..‘.ﬁ.w_”. inst Ed.mﬁm and gains of business or rof “ontinued loss can be carried forward and set-off
(6) Capital Losses : (a) Short-term. Such losses can be Set-0ll against any other shory,. e her important points regardin i
- % Z PN 5 N ki e T - ;
capital gains or long-term capital gains only. . temy, ot el Sy & carry-forward of business losses -
(b) Long-term. The long-term capital loss can be set-off against long-term capit) gy, (i) Losses of discontinued business of an industrial undertai fier re-establishment
(7) Losses of lottery, crossword puzzles, gambling, card games or betting, et .Hfﬁwm_ Oy pevival. 1f cw_ mwnn”_uzh mmq ﬁﬂﬁﬁ&%&mﬂ&ﬁ. like flood, ¢ ng after re-establishment or
cannot be set-off against any income. S getiam of-, 08 DUEROSS O L 36 tnitustrial

velone, earthquake, riot, fire or enemy
(8) Loss of Association of Persons or Body of Individuals or Firm. The loss of A 0 p 8

undertaking is disconti : : S G
iabsorbed] ; continued; but revived within 3 years
, _ _ B E&m%ﬂ the _,.Mp o wcm:..mmw.mwww“w?ﬂ:b%gm shall be carried forward and set-off against the
or a Firm, which could not be set-off intra headwise and inter headwise as per the Deort 0 _5&2&. the e ~hich b  other business up to a maximum period of 8 years as reckoned
explained earlier, cannot be apportioned among the members/partners and the o™ from the year i PR,
bers/partners are not entitled to set-off their share of loss from their personal incomeg = (ii) Treatment of Losses after succession takes place by inheritance. The loss incurred by the
Seb.off of Loasti tALA Clanoe : father in the course of carrying on his business can be carried forward and set-off by his son, if
eeds to the business of his father on account of his d
- he suce eath.
. _ Loss s | Set-off L (3) Losses of speculation business. If for any assessment year any loss computed in respect of
1.  Loss from house property (a) Income from any other house property speculation business has not been wholly set-off in the same assessment year against profits and
(b} Any other head of income gains of any other speculation business, so much of the loss as is not so set-off shall be carried forward
2. | Loss from business or profession (a) Income from any other business or professipy to the following assessment vear mﬂ@ it shall be set-off against the profits and gains, if any, of any
(b) Any other head of income except salaries speculation business carried on by him. If the loss cannot be wholly set-off in the following year, it
3. | Loss from speculation Income from speculation shall be carried forward for a maximum period of four assessment years ,Bu_m&msw. mnﬂwmﬁm p: »m
3A. | Loss from specified business Income from any other specified business the assessment year for which the loss was first computed. 5 = d loss of
4. Short-term capital loss (a) Short-term capital gains (3A) Carry-forward and set-off of loss of specified business. e .w_d:n-._w *.Mmﬂﬂﬁ_mﬂndcwwﬂmmm
(h) Long-term capital gains specified business shall be set-off against the u_.mmﬁ and gains, if any, of any .mﬂw 1y set-off
5. | Long-term capital loss Long-term capital gain carried on by the assessee. The loss can be carried forward and set-off till it is fully se quwﬁwm
5. | -t : $ 3 Al gt e (Sec.
6. | Loss from activity of owning and maintaining = Income from activity of owning and maintainig ital Loss. Short-term
race horses race horses (4) Carry-forward and set-off of Capital Losses : (a) m..sHhﬂﬂj%hﬁwm:dmﬁmmmsﬁm under
7. | Loss of lottery, crossword puzzles, gambling, Cannot be set-off against any income. capital loss which cannot be wholly set-off in the same assess year, o aar and i B
card games or betting, ete. the head capital gains shall be HEHEM ?nﬁﬂn___ Mm.w”m W—_%M;M.m wwm%% g pesi
| ’ gt tne the head capital gains. ‘s
Note : Noloss can be sot-off sgainst winnings from races, lotteries, ete set-off against income, under : ﬁmwmommama_.ummﬂ the amount remaining unabsorbed
’ 3 SSES capital loss cannot be set-offin the s i1al gains in subsequent years upto a maximum
CARRY-FORWARD AND SET-OFF OF LOSSES . i shall be carried forward to be mmw.ﬁ_i against oww,_pm m.m i which the loss was
If it is not possible to set-off the losses during the same assessment year in s;:nu .___ of eight assessment years immediately succeeding [Secs. T4(1) and (2)]
occurred, so much of the loss as has not been so set-off out of the following losses can be n..“_ﬁ.“,.v__ﬂ first computed.
forward for being set-off against his income in the succeeding years provided the losses ha

been determined in pursuance of a return filed by the assessee within the time allowed V
139(1) and it is the same assessee who sustained the loss :

: ; lly set-off in the
(b) Long-term Capital Loss The long-term capital loss which cannot be wholly s€

-term ;
(1) Loss under the head ‘Income from House Property’.

m i 3 d to the following
= t year against long-term capital gain shall be carried forwar
e assessment y

: s This loss can be carried
; {erm nmu_n& mu,w—? if m_d__. oeding the assess-
wwmmzmm_m,:p year to be mmﬂﬂﬂ&wwwﬁ_wﬁawmwmmwama vears immediately succeeding
: A ¢ . Orward for a maximum p ted.
(2) Loss of non-speculation business or profession. ment year for which the loss was first n.ﬁ&ﬁs horses. Owners of race horses are m.:c,n_”mﬁ%
(3) Loss of speculation business. (5) Loss from owning and maintaining .ﬂ.“a on maintenance of race horses agains
(3A) Loss of specified business. carry-forward and set-off the 1088 incurred by
(4) Short-term capital loss or Long-term capital loss.
(5)

: intaining race horses
ivity of owning and mal ollowing the
; o ome from activi . qssessment years follo
. 21 A Aty . income from the same source (-6 _ﬂw%_._.,..& forward for four asses (Sec. T4A(3XD)
o ﬂ.c.;w ___H_,ﬂ m“..rf_(w c_m cé.m_amo and BEHHWEE_N, Mﬂ. rc_,_”w.m_ o g E:.%E__:_ 3 In subsequent year). This loss can

y loss other than mentioned above cannot be carried forward and set- :

(1) Loss from House Property. The unabsorbed loss under the head ‘In

4 ted.
me from Hou assessment year when loss Was i
oI imu?
: - paxilt
Property’ shall be carried forward and set-off in subsequent assessment years upto s H_.mn_..__ b
of eight assessment years against income from house property.




T T e M
1981.

(xiii) Special Deposit Scheme,
(xiv) Public Account in P.O. (Upto
(xv) Gold Deposit Bonds, 1999.

7 5,000) [Notification No. G.S.R. 607(E) dated 9.6.19g9 m
’ Iy

2or) Coud Dapouit Douls; | enthodityaidgpeciiad iy the Genton upemiay,
(B) For Individuals and H.U.F. : Interest on 7% Om.c;m_ nvestment Bonds.
(C) Interest on notified bonds or debentures of m._.—crm mm.wnno-. nﬂWﬂmEMm.
(D) Interest on securities held by the Welfare Commissioner of Bhopal Gas Victimg, in
Fowetve buck. Such ities are issued either b *
(ii) Less-Tax Government Securities. SuC securt A €r Dy the
Government or a State Government. These are taxable wmmﬁwﬂ”_wwm but no tax is mmn_:nm_%g
source on such securities. Hence, the interest on such securities not be grossed up, &
[Sec. 193 jtor, sy
i

d at source on interest on Savings (Taxable) Bonds 2007
0 during the financial year. e
urities. These are issued by a local authority gr gy,
bentures or bonds. Really speaking their FS_.M.E_
not tax-free, because tax due on this interest is payable by the company, or local mﬁriwn 5
corporation concerned. These are called tax-free, because the assessee has not to pay tay qﬂam
from his own pocket. The tax paid by the company on this interest is deemed to have beey, m._f
on behalf of the assessee, hence the amount of tax paid on any interest due to an mmmmmwwm .
added up in his interest income, i.e., the interest due to an assessee is grossed up and thep 5_.”
grossed up amount is included in his income. The amount of tax paid by the company op ._,_r
interest is deducted from the total tax payable by the assessee. For example, if a company by,
issued 10% Tax-free Debentures, the debentureholder will receive the entire amount of intere
caleulated at 10% but the amount to be included in the income of the debentureholder will b
the amount actually received by him as interest plus income tax thereon paid by the company

(iv) Less-Tax Non-Government Securities. These may be called “Taxable Securities”. In the
case of these securities, income tax is deducted at source on the amount of interest calculate
at the percentage stated on the securities and balance of the amount of interest left after
deduction of the aforesaid income tax is paid to the security-holder.

If the rate percent of interest is given it is not grossed up as it is already the gross amount
of interest, and income tax is to be deducted therefrom.

If in the case of these securities, the net amount of interest received is given, it has gott

be grossed up.
In any case, it is the gross amount of interest that is included in the income of an assessee,
The following are the rules for grossing up interest on securities :
(1) If the rate of interest is given, only the interest on tax-free commercial securities is
grossed up and interest on all other securities is not grossed up.
(2) Interest on tax-free commercial securities is always grossed up whether its rate per cett
is given or the amount received is given.
(3) Interest on less-tax securities is grossed up when the amount received is given.
BOND WASHING TRANSACTIONS
It is a device to avoid tax by high income group of assessees by transferring securities
low-income class of assessees on the eve of the due date of interest. Generally, interes °°
securities is payable half-yearly or yearly and these dates are fixed. As the whole amount of
interest is regarded as the income of the person who happens to be the owner at the time whe?
the interest becomes due, some tactful persons sell their securities a few days before the due
date of interest, to some of their friends or relatives, and buy them back a few days after te
expiry of the due date of interest. Thus, they do not remain the owner of the mmnﬂlmmwﬂmwﬁﬁw”

Exception. Tax shall be deducte
the interest payable exceeds ¥ 10,00
(iii) Tax-free Non-Government Sec
corporation or a company, in the form of de

due date of interest and they are not required to pay tax on this income from intel o
e 1N

eds thet

securities. They sell their securities to such persons whose total income including th
from interest on securities either does not exceed the minimum taxable limit or if it exCe

vICE:

this de ions. The Assessing Offic

m.ﬂnmmﬂnﬂﬁm plm—— E..S_mmm to ?MHMWMW wmﬁ muw_w the above rule in the following cases :

) actio 3

ik no avoidance of income tax; or o of the Assessing Officer that there has been
(2) If the assessee proves that the avoidance of income tax is exceptional and not systematic;

and there was no avoidance of income tax in any of the three preceding years.
In connection with such transactions the Assessing Officer has the power to enforce the
see to furnish the required information.

Rates for Um.aﬂﬂ.wmau of rwn at source during the Financial Year 2015-16
in relation to Assessment Year 2016-17

as888

S T R Rate of Income Tax

1. In the case of a person other than a company and who is the resident in India

(i) Interest other than interest on securities 10%
(ii) On interest payable on:
(A) any debentures or securities for money issued by or on behalf of any local
authority or a corporation established by a Central or State Act 10%
(B) any debentures issued by a Company, where such debentures are listed in
a recognised Stock Exchange in India 10%
(C) security of the Central ora State Government 10%
(iii) On insurance commisgion — 10%
(iv) Intereston any other security including debentures of a company not listed in
a recognised Stock Exchange in India 10%
(v) On winnings from lotteries, crossword puzzles, card games or other games of i
any sort e
{vi) On winnings from horse races o
(vii) On any other income Rt
Surcharge : No surcharge will be deducted.
mmn8~M= cess & SHEC : No education cess & SHEC will be deducted.
1. In the case of a domestic Su_uhwn.w ; s e ok
i i other than interest on
ﬁww N“ ﬁ.ﬁwﬂwm WME lotteries, crossword puzzles, card games or other games of St
30%

any sort
{iii) On winnings from horse races ik

(iv) On any other income
Surcharge and SHEC : No surcharge will be n_&_._nm&{: b el
—_ Fiducation cess & SHEC : No education cess & SHEO W2 = —— in different circums
The following formula may be used to find out the gross anoRnk
(for the assessment year 2016-17):
(1) In the case of anindividual e
Where the person is resident in 1% Hmugmpﬁ Securities—Exempt.

tances

(i) Interest received on Tax-free Gov Gtate Govt. Securities—Not to be grossed
(ii) Interest received on Less-Tax Central or
: £ interest exceeds Z 10,000
(iia) MMSnmmn received on Savings ngﬂ% Bonds, if interes
Interest received X 100 +




g WOOMEX ____ ——— g

. al authority or & Oowva..mﬂoﬂ
: ebentures of a10¢ e in India
(i) Interest Wmm&wm ﬂuwmw + recognised Stock Exchang
Interest received x 100 + 90 ik eoAtE:
(iv) Interest received on other amwm_mnwﬂ%%
Interest received mw 10 L el et
(v) On income from winnings from
Winning received x 100 + 70
(2) In the case of company : . .
Where the company is a domestic company -
(i) On interest on securities : ‘o .
Interest _.mnmimn x 100 + ey
(1) On interest other than »Mwmnmmw %ﬂ Mm%:b ies :
Interest received x +90 L
(ii1) On income from winnings from lotteries and crossword puzzles :
Winning received x 100 + 70 :
Deductions allowable under the head ‘Income from Other Sources

, (Sec. g7,
The income chargeable under the head Income from Other Sources’ shall be comp
making the following deductions :

or DQE...
_:.Emm

ﬂimmm._.

(1) In the case of interest on securities/dividend any reasonable sum paid by way
commission or remuneration to a bank or any other person for the purpose of realising g,
income on behalf of the assessee is deductible. ) ol

(2) Interest on loan taken for the purpose of investment in securities/shares will b
deductible if it is actually used for the aforesaid purpose.

If dividend is exempt, aforesaid deductions will not be allowed.

(3) If employees’ contribution to provident fund, ete., are treated as the income of the asses
(employer) and it is included in his income from other sources, a deduction of the

sum, credited by
the employer to the employee’s account in the relevant fund on or before the ‘due date’, will be alloweq
under this head.

(4) In the case of income from letting of machinery, plant or furniture with or without buildings
which is chargeable to tax under the head ‘Income from Other Sources’ the deductions in Tespect of
the following shall be allowed in the same manner as they are allowed under the head ‘Profits an

Gains of Business or Profession’:
(i) Expenditure incurred regarding current repairs of machinery, plant, furniture or building
(i) Insurance premium paid regarding building, machinery, plant or furniture against risk

of damage or destruction of the assets.

(iii) Depreciation on building, machinery, plant or furniture.
(5) In the case of income in th

e nature of family pension received by the widows or heirs o
deceased employee, a deduction of a sum equal to 3314% of such income or 7 15,000, whichever
is less, will be allowed.

(6) In case of sub-letting of a house the rent, repairs charges, etc. regarding sub-let portion

are deductible.
(7) Any other expenditure (not bein
assessee) incurred wholly and exclusive
(8) From interest received
income shall be deducted and

g a capital expenditure or personal expenditure of the
ly for the purpose of earning such income.
on compensation or enhanc

ed compensation, fifty percent of such
no other deduction shall be allowed in this respect.
Amounts not deductible (Sec. 58)
The followi
Sources’

ng amounts shall not be dedu ctible in ﬂoaﬂﬂ.ﬂmﬂ.ﬂ income under the F&m& {Other
(1) Any personal expenses of the assessee.

~ (2) Any interest chargeable under thig Act, which is payable outside India and has been oo
without deduction of tax at source or without paying tax thereon.

xu iy
O e -
(3 Any su paid on aceount of Weal, g, o

IS meohit g of any nature, shall not be deductible
- , this prohibiti oy Te, shall not eductible in
essee, being the owner of horses maingained py . FX

,Nu of owning and maintaining s ¥ him fo

: . uch horses, T runmng in horse races, from the
(6) Expenses incurred in relation tq exem

retion, o Mowing particu _

From the o. owing particulars of the income of §
gnder the head Tncome from Ozu_m.ﬂ Sources' for the year ended 31st March, 2016 :

(1) He owns 1n Wdﬂnﬂm wqw mm@.ﬁmc:zam_ ~E..:m which gave him an income of 25,000 during
the years also owns a Hm 0 w Mﬂ in Agra which has been let out for storing non-agricultural

ods at ¥ 1,000 p.m. He also has another plot of lang on which village markets a

ﬂu d fetched him an income of ¥ 2,500 during the year.

(2) During the previous Yyear, he gave Management Consultancy Service to a number of
atrepreneurs. This gave him an income of ¥ 75,000.
y (3) He has a quarry in Jaipur. He has let it out to Mr. A on a royalty of 25 paise per ton of
stone raised. In all 10,000 ton of stone was raised during the previous year. He incurred an
expenditure of ¥ 400 in connection with the earning of royalty, which has been admitted by the
Assessing Officer.

pted income, is not deductible.

ri Ram Gopal compute his taxable income

(4) Amount received as an advance for transfer of a capital asset, forfeited 7 50,000 due to
failure of the contract.

Solution Computation of Taxable Income from Other Sources
(for the Assessment Year 2016-17) T
1. Income from agricultural land in Burma

25,000
9. Income from non-agricultural land 12,000
3. Income from land used for Market 2,500
4. Management Consultant’s Remuneration 7 75,000
5. Income from Royalty 2,500
Less : Expenses allowed 400 M_WMM
6. Amount forfeited _ 50,

Taxable Income from Other Sources ¥ 1,66,600

Note : In transfering capital asset, any advance received and forfeited on or after 1.4.2014 shall be deemed to be the

income of the assessee and chargeable under the head ‘Income from Other Sources’ (Sec. 56).
Ilustration 3

Shri Hari Gopal is a member of parliament from Agra. During the previous year 2015-16
he had the following incomes ‘
1. As a member of parliament he Bnﬁqma a salary of ¥ 4,000 p.m. and daily allowance
of ¥ 20,000 for attending various Mo.mmsum.
2. He hel llowing investments : b . . e
(a) Wopm%uﬂ%wﬂ M“hmmwn of 10,000 is held by him in a Bank. w.:ﬁ_.o stiscredited annually
(b) He received dividend of ¥ 500 m_.oﬁ a co-operative society.
3. He won 7 8,000 in crossword puzzles. e e
: f he purchased a plot of land fo e
[ Wﬂﬂc._%hﬂmowwﬂwﬂww wmu%bm?ﬂm could not get this ﬂmwmm constructed and hence let ou
o v i - s ?cB.M mwmzwumnwﬁ% w::n.im to Mr. Krishna D,ova at a
3 Mﬂ Jﬂw - ﬁmmﬂ.ﬁmmmwows%aw_vﬁ_.ﬂcw 1,500 on the repair of machinery, furniture and
nihly rent o ,000.
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- = : nsation shall
(10) Interest received on Svaum.nac,u m. 3 Q_wawmwga Al -
the income of the previous year in which it is re s resident person fir 5.
(11) Where a closely held company issues sh : e shall be consideration
exceeding the face value of such shares, the deemed incom
market value of the shares. ideration for ;
% o here the considera 1Ssue of 8
However, this provision shall not ..wvw_.q w apital company or g
received (i) by a venture capital undertaking from a venture cap pan vent

——
~——

Consig,
33?&& ﬂm
b

har,

,n.
; ure g 5
- Pty
fund; or (i) by a company from a class or classes of persons as may be notified by the Ceny _,M,_
Government. ' :
Explanation. Fair market value of mwwm shares MMHQEMHWQE.UW% Ww_.pm :
(1) as determined in accordance wi preacrihod e ; :
(i) as determined on the basis of assets, including intangible nmmm”.ﬂgﬂﬁ mcon_u.eé. _Scs,.:s.
patents, copyrights, trademarks, licences, franchises or any other usiness or COmmer;,
rights of similar nature, on the date of issue of shares, whichever is higher.

(12) Any sum of money received as an advance in the course of negotiations fo,
a capital asset and such negotiation fails, the amount so forfeited.
Besides the above, there are some other incomes which are also char
‘Income from Other Sources’. For example : :
(1) All interest eg., interest on securities, interest on bank deposits
interest received on delayed refund of income tax, etc.
(2) Income of a tenant from sub-letting the whole or a part of the house property,

() Remuneration received by a teacher or a lawyer for doing examination work.
(4) Income of Royalty.

(5) Director’s fees.

(6) Rent of land not appurtenant to any building.

(7) Agricultural Income from land situated outside India.

(8) Income from markets, ferries and fisheries, etc.

(M Income from leasehold property.
(10) Remuneration received for writing articles in Journals.
(1) Income from undisclosed sources :

(1) Cash credits which are unexplained,

r —.;H_h—.mq 5

geable under head

+ interest g loan

(Sec. 68
(it} Unexplained Investments. (Sec, 69
(i) Unexplained Money. (Sec, 694
(v) Unexplained Expenditure.

(Sec. 69C)
(v) Amount borrowed or repaid on Hundi otherwise than through an account paye
cheque drawn on a bank.

(12) Interest received by an employee on his own contributions to an unrecognized provident fund
(13) Salary of a Z..n._.v._q of Parliament, Member of Legislative Assembly or Council,
(14) Insurance Commission not chargeable under the head .v:amsiuoqn:u_..i_:e:._

(15) Rent of trademark.
(16) Director's Commission for giving guarantee to bank,
iting shares of & new company.

(17} Director's Commission for underwri
18 not an employee of the company,

(18) Gratuity received by a director who

(1) Family, pension received by the widow and heirs of deceased employees. However, the
following family pensions are exempt
() Pension received by the widow of

(i) Family pension received b

‘Family' means :
(a) the spouse and children o
(b) the parents, broth,

on the individual.

[Sec. 10018)

f the individua): and _
ers and 818ters of the maﬂmd‘mﬂ.ﬁﬂ—. f._w.—o__v. or H_-S:u_.% &A.m.ﬂ.___mﬂ._..

-

e i _
~ (i) Family pension received by the ys, B e

; dow or chilqy ;
of the armed forces (incjyg; . “uidren or nominated person of a member
of such member o¢ {ing paramily f

curred in the ary forces) of the union, where the death
rovided the prescribeq itione _Urse of operational duties shall be exempt
Amount withdrawn rom %Mwm, wamm PRt [Sec. 10(19))
@0 ws B0CCA has been alloweq EnE&%mﬁ ﬁﬁmmmmﬂﬁw”mw@mvormgm. 1987 on which deduction
21) Receipts by Oﬁawﬁma selected to play for Indig - 1,
¢ (a) Test Matches in Indiq. Am, *

w%\m_.ﬁw_m_.ﬂcm.:w received by the player from the Cricket

s T allowing a deduction of an amount equal to 75% of

such receipt in respect of reasonable expenses incurred to earn mznma.ﬁgam.

(b) Other Matches in India. Generally, the entire receipts by the player (from the Board)
will be mmmsﬁ.n to have been spent for earning such income and hence not taxable.

(¢) Matches outside India. A play

Control Board is taxable

: P 1ayer will be allowed a deduction of 50% of the amount
received for Ezub:_m n foreign countries and the balance will be taxable.
(22) Tips received by a waiter or taxi-

driver, not being given by his employer.
Jllustration 1 A
Compute the taxable amount under the head ‘Income from other Sources’ in the following
cases | d
sable - Fair Market | Purchase | ..
Movable Property _ 1§ Vel Bosa | n.ﬁaa%
() @ ® | @-®
4 - N v :
Case 1 : “ T _
Gift of diamond ring © 40,000 _ —| 40,000
Gift of art work | 10,000 L ==} 10,000
Total | 50,000 —| 50,000
|
Case 11 ; _
Diamond ring for lesser consideration H,wc.—x..o,_ 1,12,000 #__ wm.ﬁ"om
Art work for lesser consideration . 50,000 .. 39,000 __ 11,000
Total  2,00,000 1,61,000 49,000

|
—+
| |

L i

Solution

Under Case 1 : Aggregate fair market value of gifts received during the previous year is
upto ¥ 50,000, hence nothing is taxable.

Under Case 11 ; Though aggregate fair market value (2 2,00,000) exceods ¥ mcwoww.ﬁﬁv%
difference botween aggregate fair market value and aggregate staﬂ_.mra: 2*. : : .z_a_.
= 49,000 does not exceed ¥ 50,000, Hence nothing is taxable under the head ‘Income from o
Sources'.

P GTO
OTHER IMPORTANT POINTS ﬁH.—LP._—.-Z
e INCOME FROM OTHER SOURCES
X . .
Eﬂ”“”””h In ordinary language dividend means the sum received by a shareholder of a
““mpany on the distribution of its profits.
Einas&-.l—ﬂooﬁs of which year , , —
N iV \pany at its annual genera ng
rma dividend declared by a company & - ! g
_.rz::—%ﬂ“cgﬁm Wh-ﬂ“ﬂu _:ﬂr”wa_. of the previous year in ,z.._..-nﬁ.. #“_ is _mo Mm .-””q“.iao:,_va_: 9”83 =
2 Interin nd. An interim dividend in coe WRER B CoeLres e emed 1
timg n ql..a Dividend. al meeting for the year. Any .=.ﬂd_.n— S it rpehots et
be th Prior to its annual general m O s the amount of such divide
© Income of the previous year in

: i i |Sec. 8(b))
Wailahle by the company to the member who is entitled to it
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- 2016-17) )
Taxation of Dividends (Assessment %mﬁﬂh.c&manh@_ dist
ta) Dividends (including deemed
dividend is exempt. " i ofne 33 ‘ ]
ib) CH.MM__M:F from a Co-operative m%ﬁe..u ome. However, the Society is noy gy,
Co-operative Society shall be included in mpmm Eommmum up of dividends does not arise,
deduct tax at source. Hence, the question 0 .mﬂm dividend received from a foreign COmpgy,.
(c) Dividends from a Foreign Company. “Hy
be included in the income. ) 2016-17) (Ser
(d) Tax payable by a Domestic Company (A.Y. oss dividend declared or distrily,e,
A domestic company is liable to pay tax on gr
at the following rates :
(i) Income tax @ 15%;
(i) S 12%; ; , i s
( umw MMWMWW_NM Mmm m”& SHEC on the amount of income tax and surcharge @ 3%
Total @ 17.304% ; - . s afs
(e) Tax payable by a shareholder. If the ?__Msmwnmmno_%.ﬂcnm are satisfied the sharepgy,
i i t of deemed dividend : . ) =
T e H%wﬁwx_mm“% ‘in which the public are not substantially interesteq
words, the company is a closely-held company. -
The w_.vmhm&c_mmmmﬂwm at least 10% of the chm power in the company.
The shareholder takes a loan during the previous year from such company.
The amount of loan or accumulated profits of the company,
as deemed dividend.
(v) On such deemed dividend, the comp
w/s 115-0,

The amount of such deemed dividend shall be included in the income of
under the head Tncome from Other Sources’.

From such income the shareholder can claim the following expenses :
(i) Dividend collection charges, if any.

(i) Interest on loan taken, to purchase the shares of the aforesaid
previous year.

ributed by a domesti COMpeg,,.

2]

The amount received as divig

_..“._:

115,
ﬂ?...__.." or Y

In 03:._.
(11)
(iii) i i

(iv) whichever is less, is treaty

any is not liable to pay dividend distributigy lay
(vi) shareholges

company, for the relevay
2. Income from units of Specified Company or a Mutual Fund
(a) Such income is exempt in the hands of unitholders.
(b) The income distributor is liable to pay tax at the specified rates.
3. Winnings from lotteries, crossword puzzles, card gam
betting and Winnings fro

es and other games, gambling or
m races including horse races
The winnings from lottery,

If winning for lottery, crossword puzzle, card i i
, CIC i game or other game, gambling or betting does
not exceed ¥ 10,000 or winning from race does not exceed ¥ 5,000 no tax m_._m__m be deducted at
S ﬂ&:mn_@w in the income,
. 10ove mentioned limits the tax shall be deducted @ 30%. The
gross amount (amount deducted) shall be included in income.
4. Interest on Securities
The income from interest on securities i
) T4 s irities is chargeable to tax as under : .
trade; under the head ‘Business or Profession’ if securities are held as stockir

d Meal i
under the head ‘Other Sources’ if securities are held as investments.

(i) Tt is taxable
Security
The term ‘securi
thori

ity’ means a docum g
ity from the general ha_.. wnwucimnwﬁm the debt taken by the government O
receive Eﬁﬂmﬂ—ﬁ.

some other au 3 :
of his right to ublic, It is held by an investor or creditor as guarant®

& ———"NCOME FROM OThER SOURGES— —
ities does n
pash est on securi : Ot accrue fr 1
_ﬂ%w. which are mentioned on the mmgﬂwwf 1o day but becomes due on certain fixed
uu%mwu terest on securities is char

geable to . )
Cle) followed by the assessee, 1% on. the basis of accounting method (cash or
am_‘aﬂbﬁmﬁ no method of accountin

A g is regularly emp) . feom
on securities shall be chargeable tq s = Ployed by the assessee, the income
due though it may be recej

s the inco i ar in which it
ved later me of the previous year i
Where the assessee adopts cash system of accountin
.. ;e if an interest has not been receiveq in that ye
pasi®s 1 e it has become due only.

yeal aﬂunmn.omn or Ex-interest Transaction

Cum When mmnﬁﬂwﬂmm are bought or sold between the two interest dates, the transaction is either
.interest or mN.EnaH.mm_.”. Whatever be the nature of the transaction, the interest on securities
Enwmﬁ ded as wholly the income of the person who happens to be the owner at the time when
HmM Eﬁmu.mm.—. becomes due.

th mmission on Purchase and Sale of Securities

e Commission or other expenses incurred in respect of purchase or sale of securities are not
jeducted from ‘Interest on Securities’. Such expenses payable at the time of purchase of the
securities are included in the cost of securities while such expenses payable on the sale of
securities are deducted from the selling price of sec

urities.
profit and Loss on Sale of Securities
If the purchase and sale of securities is not the business of the assessee and he holds the
securities as an investment to earn Esﬂmmn :Ew:wcn the
gain and is taxable under the head ‘Capital Gains'.

If the purchase and sale of securities is the business of the assessee, then the mﬂamw on sale
of securities is taxable under the head ‘Profits and Gains of Business or Profession’. For the

purpose of determining profit or loss on sale of securities expenses incurred in connection with
the sale of securities are allowed as deductible expenses.

Kinds of Securities
Securities are of four types :

g the interest will be taxed on ﬂmnw.—ve
ar, it will not be taxed in the previous

profit on sale of securities is a capital

(i) Tax-free Government Securities. These securities are those, the interest on which is fully

exempt from tax under section 10(15). Interest on such securities is neither included in total
income nor it is taxed.

Interest on the following securities, bonds, deposits, etc. is fully exempt from tax:
(A) For all Assessees * . :
(i) 12-Year National Savings Annuity Certificates.
(i) National Defence Gold Bonds, 1980.
(iii) Special Bearer Bonds, 1991.
(iv) Treasury Savings Deposit Certificates (10 Years).
(v) Post Office Cash Certificates (5 Years).
(Vi) National Plan Certificates (10 Years).
(vii) National Plan Savings Certificates (12 Years).
(viii) P.0. National Savings Certificates (12 Years/7 Years).
() P.O. Savings Bank Account : .
(a) H:&Sﬁ%:mﬂ account—Maximum mx.ﬂnufg.s limit Mow.mo?
(b) Joint account—Maximum ﬁm?@ﬁwﬂmﬁﬁmﬂﬂ.a ;
; i it Accoun . . : ’
n”w Wmm% Sﬁﬁ%m.mﬂamwgﬂwﬂw Mﬂmﬂﬂ:ﬂm by the Government Savings Certificates (Fixed
Deposit) Rules, 1968.

(xii) Fixed Deposit Scheme governed by the Post Office (Fixed Deposit) Rules, 1968,

-
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w shares or the company sells op

(2) Ifthe assessee mm_r h“w””wam_. machinery within five years from the ﬂmpn !
transfers the new PIaD’ B B0 ) 1o deemed to be the capital gains of th
A&mmmeuSanmEmﬁE“ wﬁnﬂawﬁ.wnmﬂw.m transferred or sold,

2 g 1
year in which the shares 0r new p .see, it shall be cha
(3) If there is gain on transfer of shares to the assesses Tgeable tq tayy,

his hands. :
(4) If there is gain of transfer of plant or machinery to the company, the company ghy,
liable to pay tax on it. ) - - >
Eligible n.aaw.mi. It means a company which fulfils the following conditions :
) during the period from 1st April of the Previg..

(i) It is a company incorporated in India d ; . : -
year relevant to the assessment year 14 which capital gain arises to the due da

furnishing the return of income w/s 139(1). )
i1} It is engaged in the business or manufacture of an article or thing.
(iii) It is a company in which the assessee has more than 50% share capital or more 1.
50%% voting rights after the subscription in shares by him. bz
_ (iv) Itis a company which qualifies to be a small or medium enterprise.
Note - Wef AY 2017-18, Capital gaips arising oo transfer of a residential property before 1-4-2019, shall also be
if pet censideration is 1vested in subseription of shares of a company which qualifies to be an eligible s
Mni,.. 20 other spacifisd conditions ws 54GB. (For details regarding eligible start-up see sec. 80IAC) wute
ension nﬁﬂ!«?&ﬁnﬂlmﬁmﬂhiiakﬁuggmzimﬂhﬂgzhno a E
J.«.F.mnwﬂmnvm transfer of original asset [residential house and land appurtenant nw.mﬂmﬂ% “mﬂ?h
aers tural land (Sec. 54B), land and building of an industrial undertaking (Sec. 54D), 2
onwnmpﬂnw n.n.ﬁﬂ.& asset (Sec. 54EC) and long-term capital asset other than residential %.ﬂ
s mﬂ. an_mmuﬁ.mu. of compulsory acquisition under any law and the amount of compensa _...M
of acquiring the Eﬂnﬁﬁg is not received by the assessee on the date of transfer, the Hﬂm
of acquiring the new asset orthe period for depositing or investing the amount shall be extendec
Sos pensa s not received on the date of trans :
M..M..o.n ;wwmow.m reckoned from the date of receipt of the 8Bﬁobmmn.5n.cn e .Hrwmﬁ _.Hrw
o.a:iu legul heirs &hﬂi under the Capital Gains Account Scheme, 1988 in the hards
__ Kanindividual dies before the expi ; 2
S4F 4G aod there emains unushoed. ke s i 0
88, such amount is neither taxable in the hands of th, m apital Gains Account Sche=.
heirs. The legal heirs do not receive it as i gga@mﬂﬁm@&bonﬁﬁmﬂﬁ%cnﬁ;ﬁ
O ¥ receive it as a part of the estate devolvinZ

upon them.
(Cireular No. 743 dated 63139

9555:
nnam_f_x.
e Prey,

ise transfers the

Other Provis
i1} Where the total i
individual and reage, rouding aforesai
chargeable to Tesident HUF is less =aid mw—ﬁunmﬂnnm capital gains) of 8 ﬂ.u.w.n.mn,u”.

e e, n%w.?..@mim .. .. |mm_ﬂ

apital gains) the maximum amount which is n : come tax shall be
Mamﬁnmm& and on the balance tax shall be nsuEmMnuﬂ_ﬁ.ﬂmemeMmﬂwﬂM -
(ii) No deduction under sections 80C to 80U will be allowed in respect of aforesaid
short-term capital gains.
mn_nuﬂ—unmn.n- B.n..-m». C I ) ) y
1. For genior citizen (resident in India, who is of the age of 60 years or more but less than
80 years during previous year)}—% 3,00,000. -
9. Super senior citizen (resident in India, who is of the age of 80 years of more durng
the previous year)—% 5,00,000
3. Other individuals and HUF—% 2,50,000.
o0 Long-term Capital Gains (A. Y. 2016-17) (Sec. 112)
C- The tax on long-term capital gains is to be charged at the following rates :
(1) In case of an individual or a Hindu undivided family who are resident in India—@ 207%-
\Where the total income (excluding long-term capital gains) of a resident individual and
resident H.UF. is less than the maximum amount which is not chargeable to income tax, then
from the total income (including long-term capital gains) the maximum amount which is not
chargeable to income tax shall be deducted and on the balance tax shall be charged @ 20%.

(2) In case of other assessees @ 20%.
Aﬁhﬂﬂhﬂdﬂoﬁ%ﬁ%g securities (excluding units)
charged
(i) @ 10% of LTCG computed without indexing the cost of acquisition; or
Gi) @ 209 of LTCG computed after indexing the cost of acquisition,
whichever is less.
1t should be noted that debentures are never indexed.
Surcharge on income-fax :
(i) In case of Individual, HUF, AOP or BOI Firm A, socety or local authority @ 12% if
total income exceeds one crore rupees.
(ii) In case of domestic company
(a) @ 7%, if total income exceeds one crore rupees
(b) @ 12% if total income exceeds ten crore rupees.
Education cess and SHEC. On the amount of income tax and
shall be levied @ 3%.
F&M._.&& securities. It means a security which is listed in a recognised stock exchange in
“Securities” include :
(i) shares, scrips, stocks, bonds,
_ securities of a like nature in or
(1) Government securities;
(ili) such other instruments as may be declared by the Central Government to be securities: and
(iv) rights or interest in securities.
sh, m:.b respect of income other than wa.uml.
the be charged as per the normal provisions
fotal income.
Note ,Zo deduction under sections S0C to 80U
- Provisions of Sec. 112 relating to non-residents and foreEm

mﬁg 29
D purchased Jewellery worth 2 60.000 during the year 1984-85.
U_.:..wuw the year 1090-91, he further ﬁs._.....&mn%n jewellery worth ¥ 70.000.
All the jew ellery was sold by him on 15.05.2015. The Jewellery purchased in 1984-85 was

for ¥ 6,00.000 and that E.-%a& in 1990-91 was sold for T 6,10,000.

or zero coupon bonds shall be

but does not exceed ten crore rupees.

surcharge, education cess and SHEC

debentures. debenture-stock or other marketable
of any incorporated company or other body corporate:

term capital gains, in all the above cases, income tax
of the Act. assuming the other income only to be

will be allowed in respect of long-term capital gains.
companies have not been qiven.

sold



horge

ry

w.HH_. or u...m.gw ér.wgw. ag
€s as nosﬁﬂrcﬂeﬂm gam_s__

to any 3
Tance bﬂgﬁﬁ%_

Wﬂm.mm_a—a 10

ate Ingy
plant or furniture let on hire if the in
€r the head ‘Profits and Gains of 1 ;.

Come ig p,
. Business or Profession’. e
ng on hire machinery,

HUF receives, in any previous
S - Asset
(a)

Any sum of money, without consideration, the | The
aggregate value of which exceeds ¥ 50,000 | sum,
Any immovable Property :
(i)  without consideration, the sta
of which exceeds 7 50,000,
(i1)  for a consideration which is less than the | The stamp duty value (on the date of agree:
stamp duty value of the property by an _ ment) of such property as exceeds such con-
amount exceeding ¥ 50,000. _
bbwvﬂovmwﬁ%ogm_.s._mu E.Ea

sideration.

(1)  withoput consideration, the aggregate fair
market value of which exceeds 7 50,000;

(ii) for a consideration which is less than the

aggregate fair market value of the pro

by an amount exceeding # 50,000. —

But the above provisions shall not apply to any sum of money or any property received:

(a) from a relative; or

(b) under a will or by way of inheritance; or

(¢) on the occasion of the marria

(d) in contemplation of death of

Amount to be included in income
whole of the aggregate valye of st

mp duty value _ The stamp duty value of such property,

(c)

ovable property :

The whole of the aggregate fair market
| value of such property.
| The aggregate fair market value of suh
perty _ property as exceeds such consideration.

ge of the individual; or
the payer; or

|

(b) shares and Securigjeg.
(¢) jewellery; 4
@ wgrm._miom»om_. coll
(e) drawings;

(f) paintings;

ﬂ.mu wnCum_#ﬂHmm“

(h) any work of art; o

(i) Bullion.

(B) Relative. meansg -

(a) In case of an indivigyy :
(i) spouse of the mnEiaﬁm_.,
(ii) brother or sister of the indjyiq, .1
(iii) brother or sister of the mMMMMmﬁMW._.r A
(iv) brother or sister of either of - dividual;
(v) any lineal ascendan

m.aEOSmm

he parents of ghg 1 gr -

e ¥
) : t Or descendan of the E&,ﬁﬁﬁna.
(vi) any lineal ascendant g descendapg :

(vii) spouse of the person referreq 5 Mﬁwﬁmﬂwgm of the individual:
(b) In case of HUF, any member of the mmsuu.s !
Suppose Mr. Ramesh is Tecipient of gift (
relatives shall be exempt
(i) Wife of Ramesh;
(ii) Brother or sister of Ramesh,
(iii) Brother or sister of wife of Ramesh;
(iv) (a) Brother or sister of father of Ramesh;
(b) Brother or sister of mother of Ramesh;
(v) (a) Great grand father, grand father and father of Ramesh;
(b) Son, grand son and great grand son of Ramesh;
(vi) Great grand father, grand father and father of wife of Ramesh;
(vii) (a) Brother’s wife or sister’s hushand of Ramesh;
(b) Brother's wife or sister’s husband of wife of Ramesh;
(c) Brother’s wife or sister’s husband of father of WEumwrw s
(d) Brother's wife or sister’s husband of mother of Ramesh; ‘
her and mother of Ramesh;
(e) Great grand mother, grand mot o ol o Basinali
{0 San's wife; grand scns a&mM. ﬁmﬁﬂnﬁﬁmﬂ Mﬂﬂm_ﬂww wife of .mmhwamw. -
(g) Great grand mother, Mﬂ%ﬂwﬁ a company in which wagw. aﬂm Mwawﬂwuﬂ%w%ﬂ
_ (9) Where a muﬁ.o o mmhwawwman or persons any Eauﬂaﬂvﬁ% share
g, oy ich the public are mﬁgﬁwmﬂm:____ it M__._m of which exceeds ¥ 50,000, the
being a company in whi he P! gate fair market v ,
W miihout anmce el wc ; mwwﬂhmﬂ value of such _.._Ewm..q_.wm}ma value of the property
whole of #ﬁ aggregate WHE less than the aggregate Bhurmw value of such property as
(i) for a consideration whic 50,000, the aggregate fair m .
by an amount mwom%w.m ) ived, where the transfer is not
exceeds such consideration.

isation.
ch property rece +ess reOrgANISa
However, this provision shall not %%ﬁ.w&w_wamca? demerger or busin
el in the cases
regarded as transfer u/s 470

um of money), the gift received from the following
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together with exempted capital gain of the old asset mwaﬁwﬂﬁnmnmww MM”Q“M =Xtn Capity) %
and chargeable to tax as the income of the E.mﬁozm.v.mﬁ.. . Capital Gains A etis :.mammw Baiy

Tax on unutilised amount. If the amount deposited in Lapt tioned i QMUE:D warmam e
utilised wholly or partly for all or any of the three purposes ﬂmﬁ o 95 (d) mvmcm #.#E_m oy
period specified (three vears from the date of transfer) then the amount not so ugijjseq ' the
charged as capital gain income of the previous year in which the period of three yoq,

< ohally
date of the transfer of the original asset expires. The assessee shall be entitled to With, &m-,”es the
amount in accordance with the scheme. Sugh
Hiustration 21 din th b
Mr. A owns an industrial undertaking, which is situated in the urban area of
shifted this industrial undertaking to a nmh.& area near Agra. For shifting v:gommwﬁrw.mw#.p
sell the following assets of the undertaking : ady
N Plant & Machinery ~ Land & Building |M.I§'/l
Acquired in T 2066 2008 2009 .
Net Sale Consideration ¥ 20,00,000 T 30,00,000 T 80,000
Date of Sale 15.9.2015 25.10.2015 22.11.2015
Cost of acquisition w/s 50(2) ¥ 8.80,000 ¥ 10,40,000 T 35,000
Cost of assets purchased ¥ 10,00.000 ¥ 18,50,000 ¥ 1,00,000
Date of purchase 31.12.2015 15.1.2016 28.2.2016
If the industrial undertaking is shifted to rural area on 15.3.2016, cale

: ulate the o=
gains chargeable to tax for the assessment year 2016-17. the Capita]
Solution

Computation of Capital Gains
(for the Assessment Year 2016-17)

Plant and

Land and i
Machinery Building Pl
Net Sale Consideration mo.cc.oow 30,00 c.uw 80, g
Less : Cost of acquisition 18,80,000  10,40.000 wm_wmw
STCG ws 50(2) 11,20000 1960000 4504
Amount qualifving for exemption w's 54G e FIRALENe) Y o
(¥ 11.20,000 P. & M. + 7 19,60,000 L. & B.) 30,8 :
Less : PE.ocB- invested in P. & M. and L. & B. within stipulated -
period (10,00,000 + 18,50,000) exempt w's 54G 28,50,000
Short-term Capital Gain Chargeable w's 50(2) PRl
onP. & M. and L, & B. 2,30,000

Add : mrc:-,ﬁm:.s Capital Gain chargeable ws 50(2) on Furniture o

(Furniture being not exempt w/s 54G)

Taxable Short-term Capital Gains 700

. 2,75,00(
(7) Exemption of capital gail ifti i sy
. . gains on shifting of industrial undertaki ban area o
MH.M MWM_HH_HMMW::HE Zone. Capital gains on shifting of industrial ::mmwﬁnﬂﬁﬂhﬁ c“_d“u area
¥ ot nmnm.mmwwd__”sumﬂ are exempt if the following conditions are satisfied : (Sec. 54GA)
machinery .r:z&ﬁmﬂw whﬁ:m«ﬂﬂd e Mw..immds et e
1 ildi

Tt means exemption is not available m: n”_u s Ml

furniture. ¥

ital gains on transfer of other assets, ¢.£
(b) Such asset should have been

:_s.._i.?rm:n situated in urban

(¢) The asset should have
taking to any Special
other area,

M“.“.mm% e s purposes of the business of industrial
been transferred in ;

s i connection with the shifting of the under
Economic Zone, whether developed in any urban area or any

(i) incurs expenses on shifting the orig; :
the undertaking to the Special mnm“,.ﬂwwumﬁ
(jii) incurs expenses on such i

oth i
the Central Governmen;. Er purposes as

e capital gain shall be ey
Mw..ﬂo,mm.wﬂ purposes. CMPt to the extent such pain has been utilised for the
(¢) Where the amount of capital gain is not 4

and transferring the establishment of
ne; and

may be specified in a scheme framed by

ppropriated or utilised by the assessee for

afiire the. & ME. furnishing the return w/s 139(1) it shall
. : . 5% ;
Capital Gains Account Schem ue date of furnishing the return of income n

o e, 1988, and utilised in accordance with the scheme. The
amount already utilised for the purposes aforesaid together with the amount so
n__mﬂom_mhm shall .Um Ew.m.amm to be the amount utilised for the new asset.

Computation of capital gains on sale of new asset. Where the new asset is transferred within
three years of its being purchased, acquired, constructed or transferred. the capital gains shall
_x BEvswm.wmmEEmn“

(a) Where capital gains are equal or more than the cost of new asset. The cost of the new

asset shall be taken as nil and the net consideration shall be the amount of capital
gains.

(b) Where capital gains are less than the cost of the new asset. The cost of the new asset

shall be the cost as reduced by the amount of capital gains. Accordingly the nmﬂ#E
gains shall be the net consideration less cost of the new asset (cost less capital gains
on original asset).

Tax on unutilised amount. If the amount deposited is not utilised fully or partly for purposes
specified in (i) to (iii) within the period of three years from the date of transfer then the amount
not so utilised shall be treated as the capital gain of the previous year in which the period of
three years from the date of transfer of original asset expires and the assessee shall be entitled
to withdraw the amount in accordance with the aforesaid scheme.

(8) Exemption of long-term capital gains on transfer of residential property (Sec. 54GB)

Who is entitled to exemption. An individual or a Hindu undivided family.

Asset transferred. A long-term capital asset being a residential property (a house or a plot
of land), which should be transferred before 1-4-2017.

Conditions for exemption :

ili 1 i iption i ity shares of an
1) The assessee utilises the net consideration for subscription in equity shi

“ eligible company before the due date of furnishing the return of income /s 139(1).

If he invests less than the net consideration in equity shares, the proportionate capital
ins shall be exempt. NERY )

(2) mmﬂ.” company s_ﬁEmmw. the money iaﬁm one ﬁ.wd. mm.c m .‘.“&m mﬂ_.pw Mu. wz.own:v:c: in equity

sessee for purchase of new plant and machinery. .

(3} Mwwwmwnwwgﬁ:mwmﬂamm not ﬁw._wm the consideration, received from issue of shares to the
assessee %:. u..._.nnwmmm of new plant or machinery before the n.._z,, date of furnishing .QM
return cm. mzawaa by the assessee, the consideration not so utilised shall be deposite
i i institution in notified scheme. . !

4) ﬁﬂﬁﬂwﬁ%ﬁw ﬂﬂ”oﬁnﬁmwﬂﬁwﬂﬂ (3) shall be enclosed with the return of income of the

" assessee. .
ulraweal of exmption . s not utilised within the peri
i . specified bank ete. is not utihs

(1) If the amount nmuomwﬁ&o“” “__H the proportionate capital gains shall be n:mwmmwﬂc,

M__,.mm. ccswi ?E ﬁqmwwg M_.eere_uvqmicﬁw year in which the period of one year from the
88 2 PI B e Ay
%m..w uw*.o_.rm Mﬂﬂmn__.%:o: in equity shares by the assesaee EXpires




EXEMPTED CAPITAL GAINS : AT A GLANCE

4

14 2 | . = 3 — T ) £
Asset ; L. 8  t= 39
Section Trans Who En 1 =X
forred titled : New Asset Exemption
a4 Residen- Indivie E i T SUment
> 4 'xceeding | Capital O T T | vestment |
tial House dual or 36 mnm_hf Gniil- - :1?19 }f&-u‘len- Capsl, Ot T | Within Depo in
HUF . L : ouse in vested o -, R e AT
UF India :‘;r 'mfot N, Capital Gains 3 years from
= years Afc Scheme the date of
afler transfer before due purchase/
L:; c:}:e ol par- di\‘-; of fur- construction
or 3 mshi the  capital ewins
ehEn i s Bg capital gains
k er Return of In-  claimed as ex-
transfer in | come empt  asses
i:::wnxf con- sable to tax
by together with
additional
capital gains
in the year of -
‘-::_\\I:E-.or of 2%
548 | Agricul- - - new asset as
t\i.ﬂT 1l Indivi- Used by Capital Agricultural © G = _STCG =
ura dusl or | him o his | Cains e E apital Gains Within two — Do = e =
Land HUF parent or : Aah Invested years after =
. HUF for 24 transfer
months
WD L&Bfor Any U P
T s sedfor24 Capital LEBH v 5 :
industnal  Assessee  months Gains i "Ir] Capital Gains Within 3 vears Do Do
under- = TR, Invested after Transfer
 taking undertaking
BMMEC | LTCA -
i Do L.T.CA Capital Bondsof NHA The amount of Within =
Gain of India or | capital gain in- monil‘-l: = 2
El ura 1 wvested Maximum  transfer of
:uclntu‘;-'ltmn exemption ¥ 50 original asset
Corporation lakh g s
Ltd
54F Any asset Indivi- Should be Net One Residen- | Proportionate et Same as or ho— Same Bs Aot
other dual or LTCA Consi- tial House in  Consideration in- Sectioma DA,
than HUF deration | India vested 548, BAD ex-
residen- cept that
tial house under section
54F it will be
as
54G P&MorL Any "May be Capital P&f\liurl,&_l‘n Capital Gains Within  one —Do—
& B used Assessee LT.CA or|Gains for industrial Invested vear before or
for STC.A undertaking within 3 vears
industrial in non-urban after transfer.
under- area or meet-
taking in ing expenses
Urban of shifting
Area
54GA ' —Do— —Do— —Do— —Do— P&MorL&B —De Do- Do- Do
for industrial &
undertaking n S
Special Econo- =
mic Zone or -
meeting expe- =
|  nses of shiftang &
54GB | Residen- Indivi- LTCA Net Equity Shares Proportionate Net Before ~ due Deposit
tial Pro- dual or Consi- consideration - date of fur- Spec
perty HUF deration vested nish the Bankete

come

Note : Under all the above sections, amount deposited Capital Gains Account Qehome if not utilized within the pressnb
year in whach the prescribed pe riod expires
Additional condition for Sec 54F, The assessee should not own more than one resid
purchase or construct within prescribed time any residential house other than the one which
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. tqrther, the tax-payer will b,
vear in which the period of three years .u.zv:.,m.u_.. .”..-“.. the 1l be
withdraw such amount in accordance with the 8ch¢ i ._ of the new scheme for e

Effect of Capital Gains Account Scheme. The el jsition of new land a m. b

if’ the assessee cannot utilise the capital E._s._.cﬂ E..%.:,a strial undertaki ” i
purposes of shifting and re-establighing the business of in us : N:.E_E. ::.:. ._m.__r on o :
due date for furnishing the return of income he may a%cw“ﬁ._ el 8 scheme on g, ._E__.;
the due date for furnishing the return of income M order mua .H_a ._., A_,K.._dv._ 100 Afyq, maz
deposit he must utilise the deposit for acquiring new Jand and buildings within 3 y . gl
date of transfer of the original land and buildings. " the
HMlustration 17 i P

X Co. Ltd. has an industrial undertaking in U.P. Abuilding, which was constryce

2008 and used for purposes of the industrial undertaking since very beginning is Compylgq
acquired by the U.P. Government on July 10, 2015 for ¥ m_cc.oao,.q.:c W.D.V. of the builg o
1.4.2015 was ¥ 4,50,000, The company constructed another building for the purpose of shig ™

the department which was functioning in the building acquired by the government oy  Ring

tnyy r.ua "
4}

CArS fyy,

din duy

i 28th My,
16 at a cost of 7 4,00,000. "
Find out the capital gains chargeable to tax for the assessment year 2016-17.
Solution
Computation of Capital Gains
(for the Assessment Year 2016-17)
Compensation received from the U.P. Government 8.00 S
Less : WD.V. of building R
Short-term Capital Gains w_wc,_&m_
Less : Cost of another building constructed on 28th May, 2016 for o
the purpose of the industrial undertaking exempt u/s 54D 4,00,000
Capital Gains =

zw
(4) Capital gain arising from transfer of a lon 1 1 i
{ g-term capital asset invested in long.
Mﬂmnnmﬁaﬁﬁgmarﬁq:wmﬂm Ju Bmmmoa gwa% along-term capital asset (original mmwmimnma._ﬂ“”m
ong-term specifie ts i
iy b ey i Sﬂﬂmaﬁm "wmmm (new asset), the assessee shall rmﬁ .MM:MMM mo_
1. The ne t sh ithin si .
olmwﬁ&iwmmmmwm should be purchased within six months from the date of transfer of
2. Ifthe cost of the new asset is not less than th i
! eb 1 e amount of capital gain, th. i
. gain shall be exempt. If it is less the amount invested m#mﬂ be mnmw.uﬁﬁm S

menmemﬁw new asset is transferred or converted into money within three years from
as _aum.waﬁﬂcmwn mww_ouwm_ WMM%B@E@ Aamount of capital gain shall be chargeable to tax

4. Where the mmwmmwﬂmm has n_mwa&m MMM vious year in which the new asset is transferred

: m| ] :
" such cost he will not be entitled to a&ﬂwm”bﬁiﬁmwm; of new asset under this section o
axi = . .

asset by mﬁ Mﬁmwmﬁ% QE_._MMM Mrw.%mﬁ“mﬂmm_m_a set. The investment made in the long-term specified

the subsequent financial year shall not mwu%“m Mu mﬂ:hn_”mwm original asset is transferred and
Explanation 1. “Lon -

I -term specifi »

issued on or after H.pbwoqu“uﬁ EM”_ meﬂﬁ means any bond redeemable after three years and

Electrification Corporation Limited ational Highway Authority of India, or (ii) the Rurd
Explanation 2. Wher .

long-term specified asset, w%wwmwﬂmmwmaﬁwg oy loan or advance on the security of &

such specified asset intg money on the _.._»m to have converted (otherwise than by transfer)

te on which such loan or advance is taken.

nhn._,_._f. GAINS
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__,_...Ez..h__:—.ﬁ_..,c:__..:_ the following data regar
e wﬁ.mm_:,.sﬂ. vear 2016-17, (g >Eurding his transaction for the s g 08 al
o for ass Suhmpute the or the sale of his residentia

for the assessment year 2016.17 - amount of capi

__”“”“___ :.._..c__._—.- al gains to be included in the
. House purchased in 1981.82
gold n ZM,_E..._.J.._, 2015
mrchased another residenti: : :
#_n”_“.w.:.ri_ in .c::&m of N _.m“wﬂ.“”.___.“_:”m”#”_Mwﬂm.wm.hup. .kwra_ e
phe cost inflation indexin 1981-82 was 100 and for 2015.16 it aas 1081
mq—:-..:-.

:

2. 50,000
40.00,000
6,00.000
5.00,000

Computation of Capital Gains to be included in the Total Income
] \Jor the Assessmont Year 2016-17)

gale proceeds in November 2015 10,00,000
Less - Indexed cost of acquisition (2,50,000 x 1081 + 100) .v._u:;, 500

Capital Gains 12,97.500

Less : Exemption ws 54 being the cost of the new house purchased

within one year prior to the transfer of his house 6,00,000

6.,97.500

5,00,000

Capital Gaing ¥ 1.97,500

4A) Capital gain arising from transfer of a long-term capital asset invested in units of a

.R....Mm& fund (w.e.f. AY. w_cu_.__.-wm., % ¥ (Sax: wbmﬂ:

Provisions of this section are the same as discussed in Sec. 54EC except the asset in which
LTCG should be invested.

Agset for investment : Aunit or units, issued before 1-4-2019, of such fund as may be notified
by the Central Government in this behalf.

(5) Exemption from tax on long-term Capital gains on investment of the consideration in
residential house. Long-term capital gains are exempt under this section if the following
conditions are satisfied : (Sec. 54F)

(i) The assessee is either an individual or a Hindu Undivided Family.

(i) The assessee has transferred a long-term capital asset which is not a residential house.

(iii) The assessee does not own more than one residential house on the date of transfer of
original assets other than as mentioned in (iv) below.

(iv) The tax-payer purchases within a year before or within two years after the date on
which the transfer took place or constructs within a period of 3 years after the date of
transfer one residential house in India. Construction means completion.

(v) The income from newly acquired residential house is chargeable under the head
‘Income from House Property’.

Quantum of exemption : .

(@) If the cost of the new house that has been purchased or constructed is not less than
the et consideration (selling price less expenses) in respect of the capital asset
transferred (i.e., the original asset) the entire capital gain arising from the transfer
wil ¥

(b) 1f mwﬂmmwﬁwﬂnﬁﬁrﬁwm is less than the net ncﬂmm,m.mnm,.sob in respect of :,5 asset
transferred, the exemption from long-term nm.w:a. gain will be granted vguoiﬁu,wﬂm_.um
on the basis of investment of net consideration either for purchase or construction o
the resi i . o

(&) 1If aﬁmwmuwﬂmﬂwﬁ“e consideration is not utilised for the purpose of purchase or

: : i aforesaid, and the net consideration or part of
construction of one residential house as i Sch o Difore-the doe
it is deposited by the assessee in Capital CEHS Emﬁ:ﬁ omtion as discussed above.
date for furnishing the return of income he will be entd exemp

Less : Exemption ws 54EC
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sset. The exemption sh;
’ Withdrawal of exemption and tax on sale of new asse p shall ho
in the following circumstances !

_._wﬂm
r residenti Wy
(i) Where the assessee purchases 0T nonch.mwm m_mwmomﬂ_wﬂm.mmmi vmﬂﬂwﬂ“ w__m. i lothe,
the new asset mentioned in (iv) abovel Wi ,_% llowed, shall stand f PO Yetary
years, the exemption under this provision, 1 allo A ! orfi i),

o:_m.a. a T
: : : ng L
be deemed to be the MQBW.MMHE nmﬁ:mE nmw_w_: of the previous year i Erﬁ.w_ :
residential house is purchased of constru s : : Ml
If a tax-payer transfers the newly mne._:mn amm_wmnem,orc_ﬂmw, ( ie., new asset) |
three years of its purchase or construction, then the am c:: :c _nu._u;w, gains gy,
on the transfer of the original asset shall be deemed to be the long-term ¢4

(i1)

:.”c_.;_

s _33
. pit
of the year in which the new asset is transferred. . al Baig,
However, any additional capital gain will be E.m.memn.mm mwn_l..ﬁ.maa capital gaing
Tax on unutilised amount. If the amount deposited is not :UH__mmi .“.._To:w Or part]y
purchase or construction of the new asset within the period specified in condition (iv) e
then, the amount not so utilised shall be treated as the capital gain of the previous yearj oy,
the period of three years from the date of transfer

of original asset expires and the mw%ww:mms i
be entitled to withdraw the amount in accordance with the aforesaid scheme, shy
Illustration 19

Mr. A sells Jewellery on June 15, 2015, for ¥ 10,10,000 (cost of the jewellery to Mr,

25, 1987, was ¥ 90,000) and brokerage paid on sale of it is ¥ 10,000. On December 1

purchased a residential house for  5,00,000. On June 15, 2015, he owns one residen

; tial hoie
The cost inflation index for 1987-88 was 150 and for 2015-16 it was 1081. Find out the oﬂaf
Gain chargeable to tax for the assessment year 2016-17. £

(a) Assuming that Mr. A sells the new residential house before December 15, 2018, yp,

Aon ),
m.wsmwﬂ

will be the taxable capital gain and for which year?

(b) Assuming that Mr. A purchases any other residential house before June 15, 2017,
construets any other residential house b

efore June 15, 2018, what will be the taxable capita
gains and for which year?
Solution

Computation of Taxable Capital Gains
(for the Assessment Year 2016-17)
Sale proceeds of Jewellery

?
10,10,000
Less : Brokerage on sale 10,000
Net Sale Consideration 10,00,000
Less : Indexed cost of acquisition (90,000 x 1081 + 150) 6,48 600
. Long-term Capital Gains ) .m.wmm”&ﬁ_
: 5.00,000 x 3,51,400 g
Less : Exemption ws 54F 10,00,000 1,75,700

Taxable Capital Gains W%
(a) If Mr. A sells the new house before December 15, 2018, then ¥ 1,75,700 being

eing the
exemption granted u/s 54F will be treated as Long-term Capital Gain for the year in which the
house is sold.

(b) c. Mr. .P purchases any other residential house before June 15, 2017 or constructs any
other residential house before June 15, 2018, then ¥ 1,75,700 exemption w/s 5

. ] 4F will be deeme
to be Long-term Capital Gain for the year in which another house is purchased or constructed.
IHlustration 20

On 1-8-1977 Mr. Bhandari purchased a plot for # 40,000. The fair market value of the plot
on 1-4-1981 was ¥ 80,000. On 3-8-2015 Mr. Bhandari sold the plot for Z 15,00

1000 and paid
brokerage etc. @ 2% on sales consideration. Out of the sale consideration he invested ¥ 7,35,00
in the construction of a residential house which was completed before 30-6-2016.

Compute the taxable amount of capital gains of Mr. Bhandari for the A.Y. 20 16-17 assumisé
that he does not own any other residential house.

CAPITAL GaIng
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Computat;
Putation of T,
(for the Asgpe,*Ple Capital Gaj
486y i TAIng
sale proceeds sment Year 2016-17) ¥
W&m . Brokerage @ 2% on Sales

15.,00,000

. 30,000
Lass Indexed Cost of acquisition of plot

Net Sale Proceeds

14,70,000
(80,000 x 1081 + 100) 8.64,800
Lass - Bxemption uls S4F : Long:term Capital Gains 6,05,200
Capital el Oo.mn.ﬂ. new house _ 6,05,200 x 7,35,000
Net Sales Consideration = 1 p.,__o‘o.c_c_ W a 3,02,600
Taxable Capital Gains T 3,02,600
(6) Exe

mption of capital mnma___ on transfer of assets in cases of shifting of industrial
__a%&ammnh from urban area. Capital gains on shifting of industrial

i undertaking from urban

ea 10 50-.7&?2._ area are exempt if the following conditions are satisfied : £ (Sec. 54G)

ar (a) The assessee n‘_,mﬂw*.mﬂm. a long-term or short-term capital asset in the nature of plant,

machinery, building or land. It means exemption is not available on capital gains on
gransfer of other assets, e.g., furniture.

{b) Such asset should have been used for the purposes of the business of i

ndustrial
undertaking situated in urban area.
(¢) The aseet should have been transferred in connection with the shifting of the under-
taking to a non-urban area.

(d) The amount of capital gains should be utilised by the assessee within a period of one

year before or three years after the date of transfer for the following purposes -
(i) vE.nEmmw:m new machinery or plant and/or ac

quiring land or gb&:m or 833&2‘
ing building for the purposes of his business in the area to which the undertaking
is shifted;
(ii) shifting the original asset and tr ansfe
such area; and e
(jii) incurring expenses on such other purposes as may be specified in a scheme framed
by the Central Government. g
(e} The Mmé_.% acquired machinery ﬂu ,WEE or Eﬁw.w“w puilding must be held by the assessee
three years from the date of their acqui ion. ' -
Dxnww.:ﬁ of M.Hm:._.t&o:. If the aforesaid conditions are satisfied the treatment of capita
in will be as under : : s i
e Mw The capital gain arising from mm_% transfer shall be Mwwﬂﬂp WM. w”awﬂwwﬁ. m“w etal
has been utilised for the aforesaid purposes. 1t means t! Lo e iy of s
ain is greater than the cost and expenses incurred in relatio bl gim ovee
wﬁ.ﬂcmmm mentioned in (i) to (i) of nﬁ%m F_w Mwomﬂ s WWMWMMM%# e dedial gainiin
e capl ; )
mcnr&omvmﬁ wm%ﬂuwwpbwﬂrwww H%Mnﬂma mmmvamnﬁ.snm@ in (3) to (iii) of clause (d) above, the
equal o, 0 .
entire capital gain will be exempt fromtax. . ed or utilised by the assessee towards
ii ¢ of capital gain is not approp ses mentioned above
(ii) Where the amoun incurred in relation all or any of the wﬁ?ﬁmﬂ o s
m._‘m cost and expenses the date of transfer of the original cap! B e s ot
within one year before e the purposes men oned ﬂ.nw.m B re e
utilised by the assessee 9.*.. e 139(1), it is deposited E O on O e
¢ ?Emmm_g_ .Epm WM H.Mwﬁwmmﬁa of income WS 139(1), in the Capital Gains
date of ishing the ; . A
1988, he will be entitled to exemption. eset, Where the new Jeset is transferre
Withdrau w f exemption and tax on sale of new
thdarawat o

tion
i ted or transferred, the exemp
o : : : mﬂﬁﬁm? noﬁ._mmﬂpn of the new asset
o e Boret ._%.E,m% Mﬂ% HM w»ﬂi gain ansing from the transfer
given earlier will be withdra

r of the establishment of the undertaking to
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. - - I e
(4) Transfer of Capital Asset to a m.r“q.ur >QM%M=_W%%EQE or body of individualg Smﬁ“w 4513
ember of assoc1akior ciation, the g LTS
mmmmﬁaﬁwmﬂ_.omw WWHMMMM.. Mcﬂwlgzau or otherwise to WM_MHMW\ ﬂﬂmmm Mnmiosum w%mmmu._ﬂmﬁmmsmﬁ
partner/member shall be chargeable to tax as his in hich mcﬁi
#mb%ww_w”_ﬂm:ﬂw wwmoimn in the ._...oowm of firm/association as the value of the asset

m_,
, . n. al]
deemed to be the full value of consideration received or accrue: be
Illustration 11

X, Y and Z formed a partnership firm in 2015-16 to carry on a business, X

s for 2 2,00,000. The o1 Pute
building as his capital. He purchased this building in May 1984 for ¥ 2,00,000. T 3

Tm H_m.ﬂ. H—.._m.H,
value of the building on the date of contribution was ¥ mcbo..w%—o. MMW%MH., arﬂwwﬁ Crediteq _M”
capital account by  19,00,000. Compute the amount of capital gains. The cos inflatigp indog,
for relevant years were : 1984-85—125; 2015-16—1081.
Solution  Conlil Gt
tion of Capi 1ns
%M“MM Mw«wnmmﬁmnm Year 2016-17) :
Amount Credited to the capital account Hwbo_gs
Less : Indexed Cost (2,00,000 x 1081 + 125) ) ) 17,29 60
Long-term Capital Gains S mmr.a_w
(5) Transfer by a Firm, AOP or BOI . (Sec. 4574
Where a firm or association of persons or body of individuals transfers a capital asget a___
its dissolution or otherwise to a partner/member the gains arising to firm/association shall pe
chargeable to tax as its income of the previous year in which such transfer takes place. The fy;;
market value of the asset on the date of such transfer shall be deemed to be the full valye of
consideration received or accrued.
IMtustration 12

A firm is dissolved. Its investments (short-term) costing ¥ 60,000 are take
partner at an agreed price of % 80,000 whereas the fair market value of the inves
Compute the amount of capital gains.
Solution

n over by Mr. A 5
tmentis? 1,10,000.

Computation of Capital Gains

(for the Assessment Year 2016-17)
Fair market value of the as

ke
set 1,10,000
Less : Cost 60,000
Capital Gains T __50,000
(6) Compulsory Acquisition of an Asset and Enhanced Compensation [Sec, 45(5]
Where an asset is comp

ulsorily acquired under a
shall be dealt with as under -

(a) owvm.n& gains computed at the time of acquisition shall be chargeable to tax of the
previous year in which such

compensation or part thereof, or such consideration or
part thereof, was first received,

The amount of compensation enhane

i ed or furth ity or Court,
it shall be deemed to be the capital er enhanced by any authority or

: - gains of the previous i ich such amount

18 received by the assessea. . Aol

Where compensation is received in pursuance of an interim order of any authority or

court, it shall be %43& to be incoime chargeable of the previous year in which the

final c&mq of authority or court is made,

(¢) Where in the assessment for any year,
asset, has been computed under (a) o
consideration is redyee,

ny law the capital gains in such a case

(b)

the capital gain arising on transfer of n.uasw
din : r :M. and subsequently such aovaEmﬂme
. an appeal, such asgesged ca ital gain of that year s
recomputed by taking the : pital ga
Explanation : In E_mmo:meo @umn:nmm compensation or consideration,
(i) The cost of acquisitio

n and the cost of improvement, shall be taken to be nil.

- — —— CAPITAL Gang
" e assessee expi . = )
(i) fﬂwmﬁwﬁon 18 qmna?wwﬂwmm“w Mﬂ.mw& other mewoa the enhanced/further enhanced
C TE : av ts
on such amount under the heaq omv:m,vmhmm_. the other person shall be liable to pay tax
gransfer b

The difference between the re-pur

chase price of o
d the ﬁmﬁnﬁm.m value _.Um. mﬁﬁﬁ units shal] b price of the units ._._wm.n
an
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[Sec. 45(6))
rred to in section 80CCB(2)
gains arising to the assessee

plan under which the units
e 2SS0SSEE in the units.
!

mputation of Capital Gains on purchase by Company of its own shares or other specified
® ahnuiﬁnm (Sec. 46A)
i Where a company _uﬂ-.n_._.mwmm ___mm own shares from a shareholder or other specified securities
its holder, then the capital gains shall be chargeable to tax in the hands of transferor. ,q,rm
m_d_.mﬁ gains shall be computed as provided in sec. 48 in the yearin which such shares or specified
waﬁﬂmm are purchased by the company.

9 Computation of Capital Gains in case of Slump Sale

(Sec. 50B)
Any gains arising from the slump sale effected in the previous year shall be chargeable as

: 2 ; ; e
¥ capital gains of the previous year in which the transfer took place. However, gains
i ﬁmmm oan._u.;mH asset being one or more undertakings owned and held by the assessee *.N_.
m__.__DBHMon than 36 months immediately preceding the date of its transfer shall be deemed to be
not 1 : =
-term capital gains.
m_uo:aww ‘net worth’ of an undertaking or division transferred by way of shamp sale shall be homwuﬂmm
be the cost of acquisition and improvement for purposes of sections 48 and 49. It is to H_,
me + indexed cost of acquisition of long-term capital asset shall not be considered in slump sale. '
; The assessee shall furnish in the prescribed form along with the return of income, M ._.m.mm.oa
f Chartered Accountant, indicating the computation of net worth of the ﬁbn—mjbw_ﬁﬂm or nﬂwwosm
_ME& certifying that the net worth has been correctly arrived at in accordance with the pr
i tion. )
- zn.m_mww“ﬁ Sale’. It means transfer of one or more cb_wmﬁﬂﬁ_.._m_w m.mnm M_mwwww M. M”M mﬂnnmﬂmw
; ; g : w
lump-sum consideration without values being assigned fo the in (Sec. 2420)
a m:mwwmww.~83 1. “Net worth” shall be the mmm_.wmwﬂow mm_ﬁm.mmww %.HM_ ﬂwﬂﬁqﬂﬁw Hﬂﬂmﬁ?%ﬂhmﬁ MM
ivisi by its liabilities as appearing in , 3 . 8 S
mm_ﬂch. mwmqmwmﬂnmﬂbﬂwnogﬁ of revaluation of assets shall be ﬁpow;& mmaﬁ MHdM“MMN M.“Mmﬂmvwn
; ting net worth, the aggregate value o g 6
Nﬂﬁﬁ:ﬂ“@ aﬂmMm. M__% anwwwwnﬂmmmmmﬂm. the W.D.V. of the block of assets determined u/s 43(6)
(b) m.nm_....ﬂﬁu Ammmmnﬂwwmwwmw“wmﬁ _“M NMMWR of which the whole of the expenditure has been
in the case o 0
allowed as a deduction u/s mmbbizu_w_mum Seeiioasmali
(¢) in the case of other assets, the book value 0
nwﬁmﬂr_ﬂ Ga ..uw ﬁmmkmﬁuq m..o“aﬁﬂ”um from the transfer of the no_moﬁdm mmmm“mm Mw._.w exempt from tax,
T gains thic . .
(1) Capital ok s nk o7 _,_.__._w ?%“wﬁﬂhﬁhmbﬁrmﬂms is exempt subject to the mMW__MMaWNm
arising on the transfer of a house or lan ; \
conditiong : . +dual or Hindu Undivided Family.
e lide b 355@, i Mbﬁﬂmmﬂmmwn._a house. d ‘Income from House
9: S ks b ﬁwcﬁmi.w. is chargeable under the head 'In
(iii) The income of such house p
Property’.



Nl.ma - -
Solution W = i o
Capital Gains

utation of
oy + Year 2016-17)

(for the Assessmen

Selling price of residential house
Less : Brokerage @ 2%
Net consideration ....@Pag
Less : Indexed cost of the house
(¥ 1,00,000 x 1081+ 100)
Capital Gains 10810y,

Less : Cost of the new flat purchased :
Cost
Registration charges
Brokerage

1,40,000
6,000
__2,800

s Taxable Capital Gains
) e cost of the new flat is ¥ 4,00,000, taxable capital gains nil, as the ¢ S40.20)
1s more than capital gains. e new Ml
(2) Capital gain arisi : i
ng from the transfer of agricultural land. Any capital gai i
the transfer of agricultural i i i ot
it gricultural land situated in an urban area 1s exempt subject to the wn:osmnw
(i) The agricultural land is owned by an individual or a HUF. (Sec. 54p)
(ii) Mr,m mmdnm_nﬁ%_ land was, in the two years immediately preceding the date of trans
eing used either by the assessee or his parent or a H.U.F. ( B
agricultural purposes. : as owner or otherwise) oy
(iii) The assessee has purchased within a peri
period of two years from the date of
not before sale) any other land for agricultural purposes. PRI
Quantum of exemption :
(i) The capital gain arising from the transfer of such agri i
agricultural land is
w Mmﬂun of the cost of the new agricultural land purchased. S
ii e amount of capital gain is not utilised by the assessee for acquisition
. % v
mmmdnEﬁE.& land before due date for furnishing the return of income, h is n_mvom:mm. M_H
him on or before the due date of furnishing the return of income in an account opened
, under the Capital Gains Account Scheme, 1988, he will be entitled for exemption.
o sﬁ}&,ﬁnaah of exemption and tax on sale of new land. If this new land is transferred within
years of its purchase the exemption given earlier will be withdrawn. The capital gain arising
M._H.MMM _mﬁ%m ﬁumm..ﬂmmm of the :Mi_ land together with exempted capital gain of the old land shall be
. as short-term capital gain and chargeable to tax as the i i i
which the new land is transferred. . oy 6
Tax on unutilised amount. If the amount deposited i ili iri
: imount. posited is not fully utilised for acquiring the
new mm:n:_nﬁ,m.._ land sﬁmEu two years, Em amount not so utilised shall be treated as the capital
gain “M. the previous year in which the period of two years from the date of transfer of the original
agricultural land expires. Further, the tax-payer will be entitled to withdraw such amount it
accordance with the scheme.
‘ Effect of Capital Gains Account Scheme. The effect of the new scheme for deposits i that
if the assessee cannot utilise the capital gain for acquisition of new agricultural land on or before
the due date for «.,:ﬂzm:_sm the return of income he may deposit it under this scheme upto the
due date for furnishing the return of income in order to avail this exemption. After such depost
he must utilise the deposit for acquiring new agricultural land within 2 years from the date o

transfer of the old agricultural land.

S —— . YT
= S L GAIN

_mmw:‘._m on transfer of g i S

onditions are satisfieq “w: ural Japq situa
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ted in urh; :
urhan area shall be exempt if the,

gy
lloWES wner of th :
P Theo il € agricultura] lapg ;.
(i) It was, WO years mﬂam&mn& S an individyg| or a HUF
; _

indivi ; ;
_ W—ﬁﬁh“mwﬁ%%“%« _._W Parents, Y Preceding the date of t
: P 18 by way of
the consideration for which ; ¢ompulsory isiti
—— 7 ¢ ventral Government or the R.B.L

ransfer, being used by the

1 e
nu@__u .-m
__.‘_.am..jn 5 11
cultural land situated
mwmw._ The assessee uﬁnrmmm M:ma m:n: Tchased in 1984-85 for 4
H.m.m out the capital gain nrmqmmm_u_mmﬂo Mn Plece of agricultyral an_mmbﬂc%m_oﬂwcm g s
ind 0! : : ax for the ¢ n 1.8.2015 for T 2,70,000.
H.._n_mw in 1984-85 was 125 and in 2015.16 j; EmhﬂﬂmMmngmaﬁ year 2016-17. The .Ma.ﬂ. inflation
_m.&aa.ai c ) ‘
aEu:SW_“H%M MMM tal Gain Chargeable to Tax
Consideration received Siessment Yeor 2016-17) 7
Less : Index cost of acquisition (50,000 x 1081 8,00,000
' +125) 4,32,400
Less: Cost of new agricultural land purchased during the P. WMMM%
Capital Gain Chargeable to Tax '97.600

3 Capital gain on compulsory acquisition of lands ildii i n ars.
kol or buildings. Any capital gain arisin
e transfer by way of compulsory acquisition under any law, of land -m.,q _umw_&nmm is mxm_.“__”um

on th

subject t0 the m.o_ﬂ__ci:m conditions: (Sec. 54D)
i 1 buldi !
(i) _._AHMm WHMEMM , uilding should be used by the assessee for the purpose of an industrial

sessee has used this land or building for the purposes of the business ofindustrial

(ii) Theas
date on which the

undertaking for at least two years immediately preceding the
transfer took place.
(i) The assessee has within a period of three years after such transfer purchased any other
land or building or constructed any other building for the purpose of shifting or
re-establishing the industrial undertaking or setting up another industrial undertak-
ing in that building.

Quantum of exemption :

(i) If the amount of capita
the entire amount of eapital gain
exceeds the cost of acquisition or co
tax.

(i) If the amount of the capit
construction of the new land
of income, it is deposited by hi
income in an account opened un
be entitled for exemption.

Withdrawal of exemption and ¢ . archnes tha esamption

transferred withi :od of three years of its ! 1pt
rred within a period o g ew capital gains (if any) arising on

1 gain is less than or equal to the cost of new land or building,
the amount of capital gain

will be exempt from tax. If
nstruction, only the excess shall be chargeable to

al gain is not utilised by the assessee for the purchase or
and buildings before the due date of furnishing the return

m on or before the due date of furnishing the return ,om.
der the Capital Gains Account Scheme, 1988, he will

the new asset (land or building) is
given earlier will be
the transfer of new

the income of the

ax on sale of new asset. If

withdrawn. The old exempted gains and

asset shall be treated mmumwe_m-g.ﬁ capital gain and chargeable to tax as

Previous year in which the new asset is transferred.
Tax on unutilised amount. If the

construction of new land and ]

business of industrial undertaking W

land and buildings, the amount not S0

ted is not fully utilised for the purchase or
rposes of shifting or re-establishing m:m
after the transfer of the cim.Em_
n of the previous

amount deposi

uildings for the pu
v %w, mumion& three years

utilised shall be treated as the capital gai
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Solution

Computation of Taxable Capital muiuw
(for the Assessment Year 2016-17)

?
Sales Proceeds of Land _.u._m__:.__.:_:
Less : Expenses incurred @ 2% of Sales 30,000

Net Sales
Less : Indexed Cost of acquisition -
FMV on 1.4.1981 (1,00,000 x 1081 + ] ,
PO Taxable Capital Gains . _m}..:..
Note : Actual cost in 1978 is T 50,000 and fair market value on 14198118 7 w.g.oﬂa_ which is more t, [
Hence, fair market value on 1.4.1981 has been considered for the purpose of indexing the cost o,
(7) Cost of acquisition of an asset acquired by the previous owner before 1g¢ 4.,
any mode uls 49(1). If the capital asset (other than asset on ,..__...E__ %E.mn_‘m:oa has ber, .m_wsz b
became the property of the assessee by any of the modes mﬁmﬂmma._: section 49(1) angq the :.::...
asset became the property of the previous owner before 1st April, 1981, the cost of chfv_.u_
of the asset may, at the option of the assessee, be taken to be any one of the following . i8ityg,
(1) the cost of acquisition of the asset to the previous owner; or '

(ii) the fair market value of the asset on 1st April, 1981,
Mlustration 7

.z..._,: f

[Sec. .m_ﬂm__?___

X purchased a residential house for ¥ 1,50,000 in 1978-79. The fairs mark
1.4.1981 was ¥ 2,00,000. He gifted the house to Y in 1984-85. The fair market value of the by, .,
on the date of gift was ¥ 4,20,000. Z filed a suit on Y claiming the title to the gifted propey. .
paid ¥ 50,000 to Z for compromising the suit. Y sold the house on 10th December, g:ﬁ
¥ 23.00,000. Determine the chargeable capital gains in the case of X and Y. The cogt Fﬂs.s
wuewng in, 1981-82, 1984-85 and 2015-16 were 100, 125 and 1081 respectively. "
E.n.g

X has transferred the property to Y as a gift. The transaction is not regarded as 3 transfer
Hence, there is no chargeable capital gain, in the hands of X.

Y has sold the property, the capital gains would be computed as under :

¥
Sale consideration 23.00,00

Less : Indexed cost of acquisition to X on 1.4,1981
(2,00,000 x 1081 + 100) 91,6200

Chargeable Capital Gains T 13800

Notes : 1. Mr. Y has received the house as a gift, hence the fair market value on the date of gift has, no relevance iy
the computation of capital gains. The cost of acquisition of the donor is taken as the cost to the dones

2. The amount paid to Z for compromising the suit cannot be treated as the cost of acquisition of the asse ¢

cost of improvement thereto. The payment is made for the improvement of the title to the asset, which ¢

not deductible to arrive at the capital gains. [CIT vs. Indira (1979) 119 ITR 837 (Mad

/3. While computing capital gains arising on transfer of a capital asset acquired by assessee under
| gift or will, indexed cost of acquisition has to be computed with reference to year in which
| previous owner first held asset and not year in which assessee became owner of asset. !
[CIT vs. Manjula J. Shah (2012) 204 Taxman 681 (Bex |
\ Please note, the Commissioner (Appeals) as well as the Tribunal allowed the assessee's clain.
(8) Cost of acquisition of shares in an amalgamated Company. If an assessee is given .mwaﬂm
of the amalgamated company which is an Indian Company in lieu of his shares Ip

amalgamating company, the cost of acquisition of such shares shall be his cost of
amalgamating company.

shares in tht

(Sec. 4902)
(9) Cost of Shares in Resulting Company. The cost of acquisition of shares in the @%ﬂm
company shall be the amount which bears to the cost of acquisition of shares held u_n%
assessee in the demerged company the same proportion as the net book value of the &5

: A re
transferred in a demerger bears to the net worth of the demerged company Epﬂmamam_ﬁw%u,
such demerger. [Sec.

et cb_cm |

B e

CAPITAL A
_m..qm..__e:::::. Net worth’ =~

orves as Appearing in the boo

H-m..ﬂ_._m._-ﬂm.ﬂ. Sh "

( _:uq ﬁu@hﬁ QH.. A_._:d- n H*gh.ha n§§

the m_umqms.v_anq in the demergeq Compny % The eoat o
m._i:_m& at under (9). ¥ shall b e

(11) The cost of equity share ¢ shares .

pange in India F:n_m_..m.m.nre:,.m for o 8

1 be the cost of acquisition of hjg ,

sh (12) Cost of stock options ty o,

od security or sweat equity gl
which has been taken into ae

AN the .
- _;:.. WL epat, of
HCCouny of the

: i ACquisition of
a5 %0

the an 5 &
med 1 by ginal &

Ployees. Wi,
ares, the eost
ount while comput;

...._xn_—m

yalué

; being right (See. 49(2AA))
partnership- * of a partner in the Limited Liability

Where a private company or unlisted Public company is |Sec. 49(2AAA))
_uulam-.m—.mﬂ. the cost of acquisition of above szﬂ.:nﬂswm;.Mam_.,ﬁari pr e o
jeemed to be be the cost of acquisition of shares in :,:.u __nh._a.ﬂ””ﬂ ﬂ“._” 8 Hiketaer shall Ba
conversion- -
(12B) Cost a.«.naan_.::o: of capital asset being a unit of a business trust. |Sec. 49(2AC))

Where the aforesaid asset became the Pproperty of the assessee in consideration of a transfer
of share of a mvmﬂw— purpose vehicle, the cost of acquisition of the unit .i.,m._: be deemed to be .nc_.:
of share. o

(13) Cost Wﬁgaﬁ;-?a_ﬂ HCade Jw.amec:hﬁ maoney received as a result of previous negotiation
for transfer with someone else. (Section 51) where any capital asset was on any previous occasion
the subject of negotiation for its transfer, any advance or other mone y received and retained by
the assessee in respect of such negotiation shall be deducted from the cost for which the asset

was acquired or the written-down value, or the fair market value, as the case may be, in
computing the cost of acquisition.

ediately before its

owever, where such advance is received and forfeited on or after 1.4.2014 it shall be
H
deemed to be the income of the assessee and chargeable under the head ‘Income from Othe
Sources’. It shall not be deducted from the cost etc. of the asset.
(14) Cost of shares in case of business reorganisation of a co-operative bank. The cost of shares
shall be as discussed in points (8), (9) and (10) [Secs. 4%2), 49(2C) and 492D _._._z.m 49(2E))
(15) Property received without consideration or for inadequate ideration :  [Sec. 49(4)]
(i) The cost of acquisition of immovable property shall be the stamp duty value or value
determined ws 50C. . . , Y
(i) The cost of acquisition of property other than immovable property shall be the _..H:
market value determined for income tax purposes Ws 56. (See chapter ‘Income from
Other Sources’). — siid
Declaration Scheme,
(16) Cost of an asset declared and assessed under the Income [See, 49(5)
(we.f. AY. 2017-18) . tae of
msum cost of acquisition of the aforesaid asset shall be deemed to be the fair market valu

the asset which has been taken into account for the purposes of the said scheme.]
Cost of Improvement

. : ; i dditions and
The cost of improvement means capital expenditure incurred in making a
alterations in a capital asset. A
Cost of any improvement : . will of a business (or profession w.e.f. A Y. 28 ¢
(i) inrelationtoa nw.m”wE mmmmwmmmﬂmdmw any article or thing, right to carry on any
or a right to man By »
business shall be taken to be nil; and

\ll



T
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. -~ gset :
(ii) in relation to any other nmu_wmww_.a_.
( diture incurred )
e e mﬂ%ﬂa and will be ignored: dalterationsonor after 1st Ay 19
b : d on additions an deducted in eomputin V81
i nmv;m_ e E_.EM.H..:_M_“E%B@E and shall be € Capity)
be treated as cost 0
Selling Expenses vely in connection with transfer of ¢
Jusively v
E iture incurred wholly and exclus! enses may include g
is m:ou“ww% m“mm.w :a”“Ewcaam the cap ;m._ %Hﬂw Mn%cqﬂu%ww the assessee ete,
expenses, commission to the broker, regls

g ment of sale, the payment of ¢y
If vacant possession is to be given as part mh..wmﬂmmmmm:w ng expenses. swiﬁﬁan_
to tenants for vacating the property is deductible &

Net consideration. Full value of consideration less selling expenses = Net OonmEisS

Shy)
mm—:m

apity)
a
mcm;mmmaww_””

IHlustration 8

M5 A purchased a house in Delhi in 1980 for ¥ HMOQ.QDO and added two Toom,

: 5 S ang,
verandah in the house at a cost of # 30,000 in 1980. He made improvements in the ;

d

to 1st April, 1081 shall not be considereq ag |
aw_;

Ouse any
added two bathrooms at a cost of 50,000 in May 1994. . .

M. A sells the house on 1st July, 2015 for ¥ 25,00,000. Find out the capital gain op lossf
the fair market value of the house on 1st April, 1981 was ¥ 2,00,000. The cost inflation Ingigg,
in 1981-82, 1994-95 and 2015-16 were 100, 259 and 1081 respectively.

Solution
Computation of Capital Gain or Loss

(for the Assessment Year 2016-17) 4
Sale Proceeds 25,0000

Indexed cost of acquisition (2,00,000 x 1081 + 100) 21,62,000
Indexed cost of improvement (50,000 x 1081 + 259) 2,08,687 23,7068
Capital Gains I%lmmlww

Hiustration 9

X purchases a house property for ¥ 36,000 on 10th May, 1964. He gets the first floor of the
house constructed in 1968-69 by spending ¥ 80,000. He dies on 12th September, 1984, The
property is transferred to Mrs. X by his Will. Mrs. X spends ¥ 40,000 during 1985-86 fur
renewals/reconstruction of the property. Mrs. X sells the house property for ¥ 18,00,000 on 15th
March, 2016 (brokerage paid by Mrs. X is ¥ 18,000). The fair market value of the house on 1st

April, 1981, is ¥ 1,20,000. Find out the amount of capital gains chargeable to tax for the
assessment year 2016-17.

The cost inflation index for 1981-82—100, 1985-86—133 and 2015-16—1081.
Solution

Computation of Capital Gains

(for the Assessment Year 2016-17)
Sale consideration

7 H
18,00,000
Less : Expenditure on transfer 18,000
Indexed cost of acquisition :
1,20,000 x 1081 + 100 12,97,200
Indexed cost of improvement g
40,000 x 1081 + 133 325,113 16,4038
ety — D e8]
Capital Gains T 198

O
sl COMPUTATION 0F ¢ —— .
: APITAL GAINg
ins in case of dam : IN SPECIAL CASES
n__ﬁ:w_ Gains n _mage or destruction of Capital Asget [Sec. 45(1A))
i\l ere any person receives at any time ¢ 2

any insurance from an insurer
er :
%mammnmﬁawm“ typhoon, hurricane, cyclone, earth, uak .
__H_w ot or civil disturbance; or Quake, or other convulsion of nature; or
n.._._.._ manmmmﬂwm— fire or m%ﬁ_omwoﬁﬂ or
on :on by an enemy or acti : ' .
: ction by Y 10n taken in comh, i without
(iv) w declaration of war), ating an enemy (whether with or
then, any Profits or gains arising from recej
chargeable to tax under the head

onacco 1t o8 the previous year any money or other asset
untof damage to or destruction of, any capital asset,

e pt of such money or other asset shall be
; Capital Gains”. The income shall be deemed to be
the income of the previous year

L \ in which such money or other asset is received. For
computing capital gains, the value of any money or the fair market value of asset
received on the m.m_“m of receipt shall be deemed to be the full value of consideration
received or accruing as a result of the transfer of damaged asset.

qransfer by way of Conversion of Capital Assets into Stock-in-trade [Sec. .pm@_
@ The profits or gains arising @.QE the transfer by way of conversion by the owner of a capital

t into stock-in-trade of a business carried on by him, shall be charged to tax ann the head
asse ital Gains’in the year in which such stock is sold or otherwise transferred by him. For the
Lo se of computing the Capital gain in such cases the fair market value of the capital asset
_UE%M date on which it was converted into stock-in-trade shall be deemed to be the full value of
Nwm consideration received or accruing as a result of the transfer of the capital asset. However,

the excess of actual sale consideration over the fair market value on the date of conversion is
deemed to be business profit.

Ilustration 10

i i - 40,000 into
iddharth converts his plot of land purchased in the year 1981-82 for ¥ 40,
msnrm.wm-ﬁmnm on 31st March, 2015, The fair market value on 31st March, 2015 is ¥ 4,50,000.

i i i taxable income,
k-in-trade is sold for ¥ 4,90,000 in the month of May 2015. Find out mﬁm ) 1
Mrmwwﬁwnbm if so under which ‘head of income’ and for which ‘assessment year'? The cost inflation
ndex in 1981-82 was 100 and in 2014-15 it was 1024.

Solution

Computation of Taxable Income

T
40,000
1. Business Income (4,90,000 - 4,50,000) 3
2. Long-term Capital gain :
Fair market value of land on mu.m.w_%wwo S M.wwmww 5.4
isiti x + i o Mt Cohed XKool
Less : Indexed cost of acquisition (40, R Tt : 80,400

The income will be assessed in the Assessment Year 2016-17. tock on the date of conversion shall
Notes: 1. Under section 45(2), the fair market value of the asset converted into stoc T i
A be deemed to be the full value of the consideration and the excess of wﬁm wﬁw i iy
cost of acquisition of the asset shall be capital gain and taxable under 1o date of eonversion is deemed o
The munm“_m of actual sale consideration over the fair BE_SM .MM_MM_Q _wﬂunu oy
be business profit. Hence, here this excess is ¥ (4,30/008 - 485,000 = '

: [Sec. 45(2A)]
(8) Transfer of Securities held with Depository

i e .
Where any person has had at any time during the E.mﬁMm:ﬂ %n...ww WMW”HMM%%MMHHM w:Ee
iy g mce op s Ew&bm WMWM.MME&MM Mpwﬂummww_m to tax as the income of the
ial i i ecuri 1
%ﬂﬂ%ﬂﬂﬂﬁﬂwﬂﬁ ﬂﬁmﬂmwoﬁh”“ ﬂmhomsmﬂznw transfer took place and not of the Depository who
s deemed to be the registered owner of Securities.

2,



a— 1. S =3

2,000 R L ) 275
90,000 b alue so adopted or geen.
: {nsurance company y the Vv : ] assesseq o ,
Less : Amount _.m.nm~.<mn from MWM _%m.ﬂ““m scrap 10,000 2 ; (b not been disputed in any appea) ow_.
Wo:nwﬂﬂ HQM_HMWQ?M_HHTH&E nwmvwwb— loss =~
ss deeme

ity, court
- other authority, cour or t
u/s 50(2) for the Assessment Year 2016-1 ¥

Ssessy : N . .
Pevision ble by the stamp valuation authority has
ist for the reason that all the
Note : Section 50(2) provides that where any block of assets ceases to exi

he High ¢ -

ourt N0 reference has been made before any
42,4

the Assessing Officer may rofe, the .<m_:usc= : .
ssetg i ool the value ascertaineg by Valyag: Of the capita) asget to a Valuation Officer.
income received by such transfer shall be deemed ¢ |, g:.a 0 Where oses, the A.0 uation Offjpey - )
wﬁmﬁﬂﬂu&wﬂﬂm m:chmm MMM m.mﬁﬂnﬁ_é& ﬁﬂrﬁnﬁmﬁp@m shall be deemed to be short-term capita| |5 1, 0 ty PUil c
a gain. Na v

1s less than the value adopted for
du may take such fa: 1s an the value adop
oy o air
the only asset in this block of assets, and hence the loss has beep g, *Sur,, m_nad.m.m_.mzc:, (ii) exceeds the va] ma
in this case, that this plant was the only as
short-term capital loss wis 50(2).

g DH_m ﬁwaﬂwmﬁ 0 ue to ﬁ-m Z—ﬂ m.ﬂ.—.u. f_.au.w:m m.._m.
&m, 1 T asses

4 |, 4 . Jﬁm._.ﬂo 20 m.ﬂnv mmnw 0

L | _ UH.HH_% ﬁH-__@ mu_um& or

mmmgnuﬂgu 3

assesseq op assessable by the stamp valuation
aub as the full value of the cons assessable by

= ideration recejy ol -t stamp valuation authority shall be
; e e
The W.D.V. of a Block of Assets consisting of factory building at the beginning ofthe s

ion. Expression “assessable” ; Tuing as a result of the transfer.
: fingy,, Explanation d £ 10 o 10€ans the price which the stamp valuation authority
X uires a godown in May 2015 for 3 o ol have adopted or assessed, if it were referred ok '
Emmwam-_m%.wﬁ% 5.@8@%&% wmwmwwwww% 2015 for ¥ 9,00,000. Calculate %.M_UE _ ,.gv_,_mma of stamp duty. 10 such authority for the purposes of the
MMF ow FMM ww_.mﬂrm mewwmuum”ﬂ Year 2016-17 under section 50(2). W pa Determination Qw MEN M&g of consideration where iy i not ascertainable (Sec. 50D)
Solution Where the ¢ csm_a Mnm Mu‘wgm__qmm OT accruing as a result of the transfer of a capital asset
Computation of Capital Gain or Loss an assessee 15 H._n._ Scertaiable or canngt be determined, then, for computin chargeable
P by i k . P g
(for the Assessment Year 2016-17) 3 capital gaI0S, the fair mar! m.*. <m?~,m of ﬁrm.mm_m asset on the date of transfer shall be deemed to
W.D.V. at the beginning of the P.Y. 2015-16 5.8.25 _ pe the full value of the consideration Teceived or accruing as g result of such transfer.
Add : Cost of godown acquired during the P.Y. 2015-16 i 2000y | R _ COST OF AcqQuisiTioN
Actual Cost of mMn_Ew_ = 12,0001 Cost of acquisition of an asset is the value for which it is acquired by the assessee, It means that
Less : Sale Proceeds of all the assets of that block sol whatever cost is incurred for getting an asset piys a1| expenses incurred to acquire it is the cost of
during the year ; /s 50(2) 9 00,00q acquisition. Interest wm& on money borrowed for the purchase of a capital asset would constitute part
r.mmm Wmm”@ﬂ NanMm w.w.o;-wmaa capital loss u/s % 3,00,00 of the cost of acquisition, provided such interest has not been deducted under any other provision.
or the A.Y. - g <90,00g following cases the cost of acquisition is tak tional fi :
. f o . assels hick de e In the fo : q en as a notional figure : _
(@ .ﬁa!ﬁﬁﬂqe: c\. Caplial nﬂuﬁhﬁ Mﬁ”ﬂ“ ..muvwnn.hv__ﬁ Sy tgnﬂmwamqﬁ (1) Cost to the Previous owner deemed to be the cost of acquisition. If the asset is acquired
been claimed on the onw.u of 5 SR S LT 3 SR S04y by an assessee in the following circumstances the cost of acquisition of the asset shall be deemed to
Where an aforesaid asset is sold, the capital gains shall am. computed keeping 1N view the be the cost for which the previous owner of the property acquired it. It will be increased by the cost
provisions of section 48 (Computation of capital gains) and section 49 (Cost of acquisition),
The cost of acquisition of such asset shall be the W.D.V. as adjusted.

of any improvement of the assets incurred by the previous owner or the assessee, [Sec. 49(1))
It means the WDV, pis Circumstances when cost of previous owner is taken -
balancing charge or W.D.V. less terminal depreciation allowed in the year of transfer shall be take Acquisition of asset :
as the cost of acquisition of the asset. (a) on any distribution of asset on the total or partial partition of a Hindu undivided family; or
Full value of Consideration : (i) Full value of consideration means the price at which a (b) under gift or Will; or
asset is sold.
(ii) In the case of exchange, the fair market value of the

(¢) by succession, inheritance or devolution; or
property granted in exchange o (d)
the date of exchange will be the full value of consideration.

on any distribution of assets on the liquidation of a company; or
(e)
(i) Full value of Consideration of shares etc. received under E,

under a transfer to a revocable or an irrevocable s.cw.ﬂ.cu e
SOP in case of gift etc. Where (D on transfer by a parent company to its Indian subsidiary company which is wholly
shares, debentures or warra nts received under Employees’ Stock Option Plan or Scheme are owned by the parent company; or ] = . -l ;
transferred under a gift or an irrevocable trust, the market value on the date of transfer shal (g) on the transfer by a subsidiary company to its Indian holding company which own
be deemed to be the full value of consideration received or accruing as a result of transfer for
computation of capital gains.

the whole of the share capital of the subsidiary company; or
(h)

on the transfer of capital asset by the amalgamating company to the amalgamated
consideration of land or building or both. (Sec. 50C)
ved or aceruin

i i Indian company; or
company if the amalgamated company is an usan
g as a result of the transfer by an assessee Of () on transfer of shares of an Indian company by amalgamated foreign company to the
ransfe r :
a capital asset, being land or building or both, is less than the value adopted or assessed 0" amalgamated foreign company; or
assessable by any authority of a State Government (“stam
of payment of stam

p duty in respe

j an i i ion of a banking company with
; ) on the t fer of capital asset in a scheme of amalgamation o
p valuation authority”) for the purpost G e transfer of capi
ct of such transfer,
assessable shall, for the pu rposes of s

AR : into force by the Central Government; or
a bankin tion sanctioned and brought into
: the value so adopted or assessed o g instituti
ection 48, be deemed

i i ty into H.U.F,
; H.U.F. converts his self-acquired propert)
ideratio? When any of the members of a i aken as the cost of the property
received or accruing as a result of such e to be the full value of the considers Property (The costof the property o Emomwﬂ%.. will be t
Where . to the individual converting the property.)
(a) the assessee claims before any

Ass od of () on transfer of capital asset by the predecessor co-operative bank to the successor
Ommwﬂ. o.m.l_. Assess
assessable by the stamp valuati 8 Ullicer that the value adopted or

i : i reorganisation; or LA s alekted
; he C0-operative bank in a business  stive bani in lieu of shares allotte
on authority exceeds the fair market value of ¢ on transfer of shares in the predecessor co-ope
property as on the date of transfer: ansfer of share

: i isation; or
the successor co-operative bank in a business reorganis

(m)




—— =

e

on transfer of capital asset by 2 private noawmuw_mw.ﬂ%humﬁm& e
time of conversion into a limited liability wmm.gﬂ. a firm to a co

on transfer _...-m. nm.hz_ﬂm.u asset or _—bﬁm.ﬂmﬂ_w& mmmmw Y Bﬁmﬂw
succession of the firm by a company; ©

on succession of a sole uﬂovimnwﬁ concern by & monﬁmu% h ;

The previous owner of the asset means the last previous owner who acquireq ¢, i
any means other than those stated from (a) to (P) above. e,

(2) Cost . . () Where share or security was acquired befor
ost of Share or Security Mﬁmn the actual cost or fair market value on 1st Mmﬂ %s._

Mpgy, >
(n) Pany, iy,

(0) ™ 2 reyy,
o

(p)

1981, the cost of acquisition will be t 1
whichever is beneficial to the assessee. : ",
(ii) If it is acquired after 31st March, 1981, the actual cost will be the cost of acquisiti,,

(3) Cost of Bonus Shares. The cost of bonus mrE..mm or mmnnd.@, which is Teceiveq y,
assessee without any payment on the basis of his holding any financial asset will he 4 Ew the
() Where bonus share or security was received prior to 1st April, 1981, the fajy smﬁwﬂ“
il

value on 1st April, 1981;

(ii) In any other case—Nil. ;

Example 1. The assessee purchased 1,000 equity shares in 1976 for ¥ 15,000 g
company issued 500 bonus shares to him in 1979. If the fair market value of shares (1 mS._g,,
1.4.1981 was 7 30,000 he may opt ¥ 20 per share as the cost of acquisition of original shares

bonus shares. If the fair market value of shares (1,500) on 1.4.1981 was ¥ 12,000 he may opty .
hares and ¥ 8 per share of bonus shares, i

per share as the cost of acquisition of original s
Example 2. The assessee purchased 1,000 shares in 1975 for ¥ 20,000. The F.M.V, of the share

on 1.4.1981 was ¥ 30,000. 250 bonus shares are issu
will be 7 30,000 and of bonus shares—Nil.

(4) Cost of acquisition of Goodwill, etc. The cost of acquisition in relation to (a) goodyj]
of business (or profession w.e.f. A.Y. 9017-18), a trademark or brand name associated with;
business; (b) a right to manufacture, produce or process any article or thing, right to carry g
any business; (¢c) tenancy rights; (d)stage carriage permits; or (e) loom hours shall b

determined as under :
(i) If the asset is purchased from a previous owner—the amount of purchase price;

(ii) In any other case—Nil. However this will not cover the cases specified in section 49(1)

(iii) Case covered under section 49(1). Cost to the previous owner. [Sec. 55(2)(al

(5) Cost of acquisition of Right Issue. In the case where an assessee by holding a sharesr
any other security becomes entitled to subscribe additional shares or security (known s
financial asset) on the basis of right issue, the cost of acquisition shall be :

(i) On the basis of entitlement if the assessee subscribed to right issue—Amount actually
paid to acquire it.

(ii) If the assessee renounced the right in favour of any other person—Nil.

(iii) If the assessee has purchased the right to subscribe for the additional shares/securty
(financial asset)—Purchase price paid to purchase the right plus the amount paid 10 the
company for acquiring the rights shares/security. [See. 55(2)(ae
Example (i)

Mr. X holds 1,000 ¥ 10, units of a Mutual Fund. The M.F. has announ
20% of original units held by a person @% 13 per unit. X exercises his right for
Find out his cost of acquisition of rights units.

Solution
Mr. X is entitled to 200 units of rights issue on his holding of 1,000 units.
Hence, cost of acquisition of 200 units @ ¥ 13 per unit = ¥ 2,600.

ced rights issU¢ 4
his entire holdi"

ed to him in 1987-88. The cost of original shyy,, |

= 277

X mﬁnrmm& _m.oE M. Y the i

ghts' to Subsepi
5C ;
0 the M E:ﬂ_awcﬂa_ﬁ.%cc rights units of a Mutual Fund
€ cost of acquisition of 200 rights

ot
Q:—h_m% 3
$07 amount paid to Mr. Y to purchag, the righ X
200 Emw.wm, units @¥ 2 Per unit ght for mcvmn_.._gzm
Amount paid to the M.F. for 200 yy;
Cost of acquisition of 200 Rights ﬁshm@ ¥ 13 per unit 2 mmm
3,000

gfration 4 .

Mr. Ram, an investor, held 1,000
:tv shares as right; : im 5

pe €00 02000 on 20th Oct. 3012 & concessional price o TR v e

right® mﬂﬂhmm was ¥ 400 per share mbm.m%m market value of the equity mrma.m. r%owwﬁﬂ_wn__m:@ %

right® T such issue it came down to 350 per share. ccqm:q..:?.

ihe amount of capital gains, if any, on the renouncement of his right.
.

Solutiont

Jilu :
equity shares ip 4 company,

Computation of Capital Gains
. (for the Assessment Year 2016-17) T
Amount received on the renouncement of rights 5,0
Less : Cost of acquisition of rights ™ %4
1
Short-term Capital Gai 7t

: . _ pital Gains T 75,000
ﬁmguyﬁ_mgammgﬂ?gdug?ﬁwﬁueﬁ:_ it i y i d e new
;ssues. Such right was held by him for less than Hmahowwn”.wmmmwmanwuwﬁﬁ it eniae

[llustration 5

Mr. Kishore mE.n_._mmmm 500 Equity Shares of # 10 each for ¥ 40 per share in 1987-88 and
incurs an expenditure of ¥ 400 on brokerage. In May 1991 he receives 100 bonus shares. In
September 2015 he gets 100 rights shares for # 20 each. He sold 100 bonus shares in November
2015 at ¥ 90 per share and 100 rights shares @ ¥ 30 per share in December 2015. Find out the
| gains for the assessment year 2016-17, The cost inflation index for 1991-92 is 199

Note :

total capita
and for 2015-16 it is 1081.
Solution
Computation of Capital Gains
(for the Assessment Year 2016-17) T
Sale Proceeds of 100 Bonus Shares 9,000
Less : Cost of 100 Bonus Shares ~ Nil
Long-term Capital Gains 9,000
Sale Proceeds of 100 Rights Shares @ 30 each 3,000
Less : Cost of 100 Rights Shares @% 20 each mwmm
e —

Short-term Capital Gains

i in= = 00

Total Capital Gain =% 9,000 + 1,000 =¥ 10,0 _ ,

(6) Cost of acquisition of a Capital asset annﬁ.a,mm before Hﬁ.—wmn.mé.:m_,.m.”ﬁ awwwnwmm MMM””
became the property of the assessee pefore 1st April, 1981, the Su_m o .mae”___a ion

may, at the option of the assessee, be taken to be any one of the following :
(i) the cost of the asset to the assessee; or _
(ii) the fair market value of the asset on 1st April, 1981,

Nlustration 6
Mr. Krishna purchased a piece of Land

[See. 55(2)(b)(i)]

~1.1978 for ¥ 50,000. This Land was sold by

000.
, Land as on 1-4-1981 was 7 1,00,
Ay o _ The market value of . : b g
ST Y 0 e e e e
mmmmmmamnnwmﬁ.wcam.uq.bmmcﬁm Cost Inflation Index for




INCOME TAX
ds or Global Depository Recoipy

270 _
— m .
urréncy M.Hi 10 another non-resident, whepe

..._3._.......::._

(xi) Any transfer of foreign €
section 1156AC) held by a ] _ i
made outside India. 755 25:31::& sanctioned ws 180f tha g
i er of land [under a scheme P sick Industrial Ce
(xii) Any transfer of land [unct yAct 1985] hy a Sick Indu Ompany whey,
v1BI0NA, A ill be allowed if the lang i, 5

AT
Companies (Special Pro . tion Wi
o, The exemptl ; 2

p-operative. Th evious year in which the company bocgy

by its Workers' C
) ol the pr A . :
the period commencing _,___.ca__m:n E__.u:“ the previous year in which the engjy,, o
i coeds the accumulated losses, Wiy,

Industrial Company and e
pany in the business carried op by it ,

the company becomes equal ~S E.MMB
s o GLCCE a 7
(xiii) Where a firm is succeeded by ansfers any capital asset o {ntangl,

; srwise b

f which the firm sells or otherwise o ided the prescri )

H.:_{H:__”::_zw It will not be regarded as transfer provided the prescribeg condyy
. __...

(xiv) ﬂw_hﬁwmmuw capital asset is transferred to a 83_&3__ _M.Sc course of COrporyy;,,
or demutualisation of a recognised stock exchange in India as a result of yj,, ™
or BOI is succeeded by such company, it shall not be qon.mqaﬂa as p:._:z_.mw Provig
corporatisation or demutualisation of the exchange is carried out in accordapy, ,
a scheme approved by the SEBL

Note : Demutunlisation is n process that changes a mubd
converting the interest of membens into ghareholdings. ] ;

(xv) Any transfer of a capital asset being a Em.a.v.ﬁm_.:_u right held by a memlyy

recognised stock exchange in India for acquisition om.m_._m..mm and trading o dleg,

rights acquired by such member in that o.x%m:mm in accordance with a siche,

demutualisation or corporatisation which is approved by the SEBI, it shal) 5,

regarded as transfer. y
(xvi) Where a sole proprietary concern is succeeded by a company in the business vy,

on by him as a result of which the concern sells or otherwise transfers any capitslu.
or any intangible asset to the company, it will not be regarded as transfer providd:
prescribed conditions are satisfied.
(xvii) Any transfer in a scheme for lending of any securities under an agreemet
arrangement which the assessee has entered into with the borrower of such securits
The transfer should be as per the guidelines issued by the Securities and Excha
Board of India or the Reserve Bank of India.
(xviii) Any transfer of capital asset in a demerger by the demerged company to the resi
company, if the regulting company is an Indian company.
(xix) Any transfer of shares held in an Indian company in a demerger, by the dem
foreign company to the resulting foreign company, if :
(a) the shareholders holding not less than 75% in value of shares of the demerged %
company continue to remain shareholders of the resulting foreign company; and
(b) such transfer does not attract tax on capital gains in the country, in which ¥

0y, .
Y

tual or co-operative associntion into public g
s

demerged foreign company is incorporated. it
L

(xx) Any transfer or issue of shares by the resulting company, in a scheme of deme ot
Joere”

shareholders of the demerged company if the transfer or issue is made in cons

_ of demerger of the undertaking,
(xxi) Any transfer of a capital asset by the predecessor co-operative bank to the 54
. co-operative bank in a business reorganisation, s
(xxii) Any transfer of a capital asset being shares held by the shareholder in the E.a_%ﬁw.u_

co-operative bank in lieu of shares allotted to him in the successor co-operati™
w: a _ﬂucsuwmm n.mcwmmummmso? 1o 818

(xx111) Any transfer d ) orai : : i
or Mm_uma_.camm M*.,M“N‘ MMMHMMWE& e e i st
]

(xxiv) Any transfer of a capital asset in . d
a a ﬂ un er
notified by the Central Government, R oF TaverNe JSERTE

p ——

CAPITAL g

3

; 2n
public pe,
he o

Where a private comp, ’

o hi . mip Ny or ::r_x?.._

—2_ NErsnip and ag g L :_.....,_u. _

. N TRk ich

asset to the par tnership o #harehgly o
not. be regarded as trapgfe, E_E_.__ UF bransfery
b:.,_._::::_....q of Governmeny Hee od the
outside India through an :.r.::_._{ carrying
non-resident to another p, s __..xzﬂ ﬁﬂ,.__:.“: ¥ des

(vl Any transfer of share of 4 b.H__...,n_..,__.r_:.
units allotted by that trusg 4 ., _._...P_..h.i_,
.._.Ea

The following shall also not be regarded ag trana,
(1) Any ﬁwtdx?ﬁ of I_....._,::_.E: Gold 2__:5:“_._””._._.._”:_,”;_ W AT, w.ef AY. 2017-18
gmen:un::”_ by an individyun). Aiued by the Reserve Bank of India, by way of
(2) Any _.1.::,:\.1 _.d.‘ a unit holder of capital ; :
the consolidating plan of 4 mupy,) find ._k anset, r,.u:__.h # unit or units held by him in
to him of a capital ansel, —:\._._..ﬁ a unit seheme, made in consideration of the allotment
of the mutual fund, » Or umits in the consolidated plan of that scheme
©) Computation of Capital Gaing g
f (Sec., 48)
come chargeable or the he T e
The 1n " B h under the head ‘Capital Gaing' shall be computed as under
(a) Computation of short-term capital gains, Deduyet f) Al o i £
3 . aull s uct from the full value of the consideration
received or accruing as aresu of the transfer of the capital asset the following amounts
(i) the cost of acquisition of the capital asset,
(ii) the cost of any improvement thereto; and
(iii) expenditure incurred wholly and exclusively in connection with such transfer.
This may be explained in the form of equation as under -
. y P "l I3 .
Capital Gain = Full value of consideration ~ (Cost of acquisition + Cost of improvement +
; Selling expenses).
However, the amount _um& as gecurities transaction tax shall not be allowed as a deduction.
Set-off of short-term capital loss. If there is short-term capital loss on transfer of a short-term
capital asset, such loss can be set-off against any other short-term capital gain or long-term
capital gain.
(b) Computation of long-term capital gains, Deduct from the full value of consideration :
(i) indexed cost of acquisition of the asset;
(ii) indexed cost of any improvement of the asset; and

(iii) expenditure incurred in connection with transfer of the asset.

However, the amount paid as securities transaction tax shall not be allowed as a deduction.
dexed cost of improve-

Exception. The provisions relating to indexed cost of acquisition and in _
ment will not apply to the long-term capital gains arising from the transfer of long-term capital asset
being bonds or debentures. However, the benefit of indexation will be available on (i) indexed bonds
issued by the Government [(ii) Sovereign Gold Bond—w.e.f. AY. 2017-18].

-term capital loss on transfer of a long-term

Set-off of long-term capital loss. If there is long : .
‘apital asset, mﬁﬂﬂ loss can be set-off only against any other long-term capital gain.

Explanation : ,
(1) Indexed cost of acquisition shall be computed as under : .
Cost x Cost inflation index for the year in which the asset is 50
Cost inflation index ._.mw.mm.m._.mﬂ year in s_.Em.: the asset was held
or cost inflation index on 1.4,1981, whichever i8 q_ma_.m__.
(2) Indexed cost of improvement shall vm.SEucsm_Wm under ;
Cost of improvement x Cost inflation index for the

(xxv)

in such eompany, it will
Preseribed tonditions ; i

(xxvi)
Leirent, made

Lement of seeurition by

vehicle )
hicle s business trust in exchange of

in which the assetissold
= ey the year in which the

k place

" Cost inflation index for ¢
improvement to asset 100
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L& ‘O . .
3) “Cost inflation index’ in relation to P. Y. means the index as the o
ﬂ..:v... having regard to 75% of the average rise in the consumey H.:.._,,..E«:_ G
The .ﬁm_u Immediate preceding P. Y., notify in this behalf, 1ep Mgy “_.f.?
i overnment have notified the following ‘Cost Inflation Index’ ; .
./“.. .t____.wm__,“.qs__. Cast Inflation Index  Si. No. T:...ﬂw_”...‘,..e__
5 EJ..xu 100 19 1999.2000 3
~ 1982-83 109 20, 2000.01 )
. 1983-84 116 21. 2001-02
5 1984.85 126 2. 2002-03
& 1985.86 133 23. 2003-04
= 1986-87 140 24, 2004-05
a 1987.88 160 25, 2006-06
3 1988-89 161 26. 2006-07
6 1989-90 172 27, 2007-08 b1g
3y 1990-91 182 28. 2008-09 G
s 1991-92 199 29, 2009-10 582
o 1992-93 223 30, 2010-11 632
-5 1993-94 244 31. 2011-12 m
= 1994-95 259 32, 2012-13 785
> 1995.96 281 33, 2013-14 852
6. 1996.97 305 34, 2014-15 93g
T 199798 331 35. 2015-16 1024
18. 1998.99 351 e
(¢) Computation of Capital gains in Case of depreciable assets :
allowed on the basis of written-down method : e On wiich a_evwsa_z_.g.
(1) The capital gains on depreciable assets shall be computed as under : ey
(1) Find out the written-down value on the first d X

\ ay of the previous ear
depreciable assets on which the depreciation is allowed at the same _,mq o all t
__ are known as ‘block of assets’,

te. All such gy,
(ii) If any new asset of the same block is purchased during the previous vear, the g
such asset should be included in (i). i
(iii) If any asset is sold out of such block during the previous year, the net considerati:
should be deducted from the balance under (ii). i
(iv) On the balance under (iii) compute the depreciation at the prescribed rate and dei-
it from the balance under (iii).
(v)

The balance under (iv) shall be the written-down value of the ‘block of assets' fortx
next year. .
(2) If the net consideration of an asset out of the block is less than the balance underi
there would be no capital gain. If the net consideration of an asset is more than the Ew.,__.,.
under (ii) (the value of all assets in the block), the excess shall be deemed to be short-term et
gain. If all the assets of the block are sold in the previous year and the net consideration s &

than the balance under (ii), the loss shall be deemed to be short-term capital loss.
Consideration for transfer of asset

Less : (1) Expeness in connection with transfer
(ii) W.D.V. on 1st April

(iii) Cost of new asset purchased during the year

S.T.C.G.
Consideration for transfer of all assets
Less : (1) Expenses in connection with transfer
(i1) W.D.V. on 1st April o
(ii1) Cost of new asset purchased during the year =
Balance

If balance is positive S.T.C.G.
If balance is negative S T.C.L.

__2..:.__:_::_: 1
Depreciable assotys

Asset (1)

Asset (2)

Asset (3)

d spe
0,000 ang
Compuggy
(fi "
(i) W.D.V. of assets (1), (2) szacq__wr. "
Less : Depreciation @ 251 o) on 1.4.2013
W.D.V, on 1-4-2014 of black
- ?.mwﬁn
Add : Cost of Asset ( > 7
4 purchased during 39141
Less : Assets (1) sold durip 20 Balane
)14.15 alance
W.D.V. for the PY. moz;_n.x 1415 o
Less : Depreciation for the py 2014.1=
= 8 14-15 @ o5
(No Capital loss or gain in the PY mf.p;m__., %
(i1) W.D.V. for the 201516 : Y
If assets (2), (3) and (4) are sold durip 5-18
iy g 2015-18
for ¥ 5,00,000 and spent. 7 5,000 oy, such %._”.

on of
}12.,1.:

Less : Selling expenses
Short-term capital gains for the AV 2086-17

(i) If assets (2), (3) and (4) are sold for
T 5,000 on such sale :

Short-term capital loss (4,00,000 - (4,35,000 + 5,000)]
Hlustration 2

T 4,35,000 and spent

Spemt L
I v.::_::f_:_::

(=140,000

Rohit installed a new plant for 7 20,00,000 on August 31, 2012, He received a grant from
the Central Government exclusively for buying the new plant amounting to 7 5,00,000. In
September 2015, the plant was destroyed by fire. The assessee realised ¥ 2,00,000 from the

insurance company and ¥ 10,000 from scrap sale.

Calculate the depreciation upto the A. Y. 2015-16 and profit/loss for this plant for the

assessment year 2016-17 allowing the rate of depreciation at 25%.
Solution

alculation of Depreciation
_._Mw the _}?Maa_smi Year 2016-17)
Cost of Plant on 31.8.2012 -
Less : Grant received from the Governme e
Depreciation @ 25% for the AY. msm.m 14
Written-down value on HPNPG 2 i
Less : Depreciation @ 25% for the moE.
Written-down value on _m“m B 2015-16
Less : Depreciation @ 25% for . iy
Written-down value on 1.4

?
20,00,000
5,00,000
15,00,000
3,75,000
11,25,000
2,81,250
8,43,750
Mnun Pwmm
6,32,812




CAPITAL GAINS

(Capital Gains’ is the fourth head of i
of income
i of Charge |
[Sec. 45(1)]

pasl
The basis of charge is t : »
evious year. It is tafable ll;leuﬁe rrotﬁl't;z %gggl%saali.;illné f{'on} the transfer of a capital asset in the
Thus, the essential elements of capital ga?ns "f‘ms .
(A) Capital Asset, .
(B) Transfer of Capital Asset,
(C) Computation of Capital Gain.

(a) Capital Asset [Sec. 2(14)]
. Ca.pltal asse; means : (a) Property of any kind held by an assessee, whether connected with
};:s Iqum:;tses(i Elrl;osiiil(;n :r lflgt. (b) Any sgcurities held by a Foreign Institutional Investor which
as NV ecurities in accordance with th lati t iti
s ehange Board of India Act, 1992. e regulations made under the Secariien
Capital asset may be movable or immova
Capital asset includes land, building, pla
rights, jewellery, shares, a manufacturing licence, etc.
Property includes any right in or in relation to an
management or control or any other rights whatsoever.

Exception. The term capital asset does not include the following :
(i) Commercial goods. Any stock-in-trade [other than the securities mentioned in (b)],

consumable stores oT raw materials held for the purposes of his business or profession.

(i) Movable assets for pers Movable assets (including wearing clothes and
r any member of his family dependent

furniture) held for personal use by the assessee 0 -0

on him. Thus, a car or any other vehicle, refrigerator, television or V.C.R. or other
i jances are included in this.

i ap’ﬁ)‘lﬁe following assets will not pe treated as personal effect and liable to

ble, tangible or intangible, fixed or floating.
nt, machinery, investments, goodwill, leasehold

Indian company, including rights of

Exceptions.

t : . - .

(:§{ archaeological collections, (b) drawings, (c) paintings; (d) sculptures, () any work
of art, (f) jewellery for personal use.

Jewellery includes y other precious metal, whether or

(A) Ornaments made of gold, si :
. earin appare].
not worked or seWn into any w g . any furniture, utensil or

(B) Precious or semi-pr :

’ other article oT worlfefl ffrsaewn
ii) Agricultural land. culturat == ..
(a) within the limits of 2%Y municipality o # ©
of 10,000 or more; or - .fied below.

Bt rially specii® I _
?i) ?thm-the s g:isur:t%{ﬁimetres from !;he Iocai ;ﬁ{ts and which has population
) Dfongf-:gnfhranr? rt,l;n thousand put not exceeding 0né ; or



IR gy
= | .ﬁ_fﬁ_‘ e o
g —————
------.-.n\n“ﬁ“uﬁ@\mmw the local limits and which hag Papy
S . 5 110 akh; or Uy,
% gix kilomee o ten 1akDi OF o d whi
(2) Not Ea»ﬂ%%%w.? but M%ﬁh“.m%%oe the local limits and which hag Popy,
of more that ight kilo . .
: than e1g 1980 or Nation,
(3) Not being Eoﬂu Jakh. 770r 1% Gold Bonds, al 555 .
of BM_M :mﬂ.“@m_ Gold Bonds M,WH Government:
(iv) Gold Bonds. 572" 1 e Cent
0 issued bY 1d D ”
moun_m__ Ww%namn Bonds, 1991- it Bonds issued _._H.._mmﬂ. nvmm nw.“uum mmv%um% marmgm I
ﬁ?_._, MMWM_ wm.u%..u Bonds. mn_ﬂ%._%_mwu the Gold Monetisation 5 : Dotifieqy,
vi ! ; . un i
ate 155U

or deposit certific

Central Government.
Self-generated Assets d as capi
Some self-generated assets a7¢ :émmw“mm_ However,
(1) Self-generated goo

is not treated as capital asset.
(2) Self-generated tenancy rights,

(3) Right to manufacture, produce or p
Kinds of Capital Assets

Capital assets are divided into

(i) Short-term Capital Asset, an

tal assets :
ass s self-generated goodwill of g Dhf
dwill of a bu 9
stage carriage permits and loom hours.

rocess any article or thing.

two categories : ;
d (ii) Long-term Capital Asset. :
Short-term Capital Asset. [Sec. 2 (42A)] Short-term Capital Asset means a capital asset,
by an assessee for not more than 36 months immediately ?,mem@.—sm the mm”nm of its transfe
Capital gains arising from the transfer of short-term capital asset is called Shor.i
Capital Gain, 4 -
Exceptions. (1) In the case of a financial asset being (a) a security (other than a unit) liste.
a recognised stock exchange in India, or (b) a unit of the Unit Trust of India, or (c) a unit of ansg:
oriented fund, or (d) zero coupon bond, short-term capital asset will mean a security or unit or =
coupon bond held by the assessee for not more than 12 months instead of 36 months as in tas:
other assets,
In the case of a financial asset, as aforesaid, which is allotted wi i
; B4 . without any payment (L
Wcz_._m shares) on the basis of holding of any other financial asset, the period o._.w»w rﬂ.h__wwsnm__“‘_
& nmmwﬂ_wﬂm m,o_E _M._% date of the allotment of such financial asset
unlisted share (not listed in a recopnj - ¢ i
gnised stock exch '
i the assessce for not more than twenty-four months, immed;atel ?Bmw.m? e duet
o e will be tronted as STCA, wie f A V. 2017.18] o0 Prooeding the A
Assets used for business T S, ;
WDV, are treated always as m_uowm__.,mwﬁmmwﬂmwm w” wMEEnr depreciation is allowed on the basis?
Long-term Capital Asset. (See.2(29A)] Lope g - . ;
a listed security or unit of U T] or E..:amm term Capital Asset meansa capital asset (o
©..auity oriented fund or zero coupon bond) b

In the case of listed i
securiti i
toupon bond helg by the mummc%mmowﬁ_”.ﬂmﬁe ad

of UT : : : 1
assessee for more than, 1 el L or units of equity oriented fund of 3

term : :
capital asset wi) mean such assets held bY @

: (v
(vi)

(viid)

ol for the purpose of capital gains tax :

the 2 i S0
version of a business into a limited company; or

= B ——— 268
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maturity or redemption of a zero coupon bond; or
col able property to
ferred to in the

any transaction involving the allowing of the possession of any immovV

be taken or retained in part performance of a contract of the nature re
Transfer of Property Act, 1982; or L, 0
any transaction (whether by way of becoming a member of, or acquiring SRat=® = = o
co-operative society, a company, etc.) which has the effect of transferring the enjoym

f any immovable property. , _
o n transactions not regarded as transfer . The following transactions are not ﬂ@hﬂﬂﬂﬂwﬂw
ition of a Hindu undivided

a

fer ] ; .
as :ﬂum Any distribution of capital assets on the total or partial part
amily. )
. fer of a capital asset under a gift or Will or an irrevocable trust.
otted by a company directly or

(iii)

(iv)

(v

(vi)

(vii)

(ix)

(x)

Sy

trans
s Exception. If shares or debentures or warrants, all r
indirectly to its employees under the Employees’ Stock Option Plan or Scheme © . e
company are transferred under a gift or irrevocable trust, it will be deemed to be a transter.
Any transfer of a capital asset by a company to its subsidiary company, if :
(a) the parent company holds the whole of the share capital of the subsidiary company, and
(b) the subsidiary company is an Indian Company. .
Any transfer of a capital asset by a subsidiary company to the holding company, if:
(a) the whole of the share capital of the subsidiary company is held by the holding

company; and
{(b) the holding company is an Indian company.
Any transfer of a capital asset as per clause (iii) or (iv) above shall be treated as transfer
if the transfer is made as Stock-in-trade.
Any transfer, in a scheme of a amalgamation, of a capital asset by the amalgamating
company to the amalgamated company if the amalgamated company is an Indian

noEumbwn

Any transfer, in a scheme of amalgamation of a banking company with a banking

institution sanctioned and brought into force by the Central Government, of a capital

asset by the banking company to the banking institution.

Any transfer of shares of an Indian company by a foreign company to another foreign

company in pursuance of a scheme of amalgamation between the two foreign com-

panies, if :

(a) at least 25% of the shareholders of the amalgamating company continue to remain
shareholders of the amalgamated foreign company; and

(b) such transfer does not attract tax on capital gains in the country in which the
amalgamating company is incorporated.

Any transfer by a shareholder, in a scheme of amalgamation, of a capital asset being

a share or shares held by him in the amalgamating company, if :

(a) the transfer is made in consideration of the allotment to him of any share or shares
In the amalgamated company except where the shareholder itself is the amal-

gamated company; and

(b) the amalgamated company is an Indian company.

chn_ww transfer of a capital asset, _um_,q.ﬁ any work of art, archaeological, scientific or art
U ection, book, manuscript, drawing, photograph or print, to the Government or a
m:ﬁﬂ.&wﬂq or Q..ﬁ National Museum, National Art Gallery, National Archives or any
in Mumc..c.._mu. public museum or _.bmﬁf.;_ou as may be notified by the Central Government
b icial Gazette to be of =m£o=m~ importance or to be of renown throughout an y State
i ».mwmm. (e.g., Indira Gandhi .chcbﬁ Centre for Arts).

.Y transfer by way of conversion of debentures, debenture-stock or deposit certificates

' any form, of a company into shares or debentures of that company,




400

INCOME TAX
Expenses incurred to get Royalty ¥ 20,000 30,000
AIHOUII{ related to India Indig

0
A . i y } J.’.I "
Amount, Received in Convertible '

F. !/
N 5
Foreign Exchange till 30,09.2015 \
Solution -'r,rJiH
]
Computation of Deduction w/s 80QQB ‘
(for the Assessment Year 2016-17)
A
? B
(@) Amount received in convertible foreign exchange ! ?
(b)  Lumpsum consideration : S
(c) Royalty not exceeding 15% 90,000 375 ‘](Jli .‘r,nr_.,llj
(d)  Lowest (a), (b) or (c) 90,000 ;-;_75’0”“ i
()  Expenditure incurred 20,000 3”‘{1[”1 L
(®  Amount deductible u/s 80QQB [(d) - (e) but subject to ' 300y,
maximum of ¥ 3,00,000] 70,000  3,00,000 9
g W
(XII) Deduction in respect of Royalty on Patents (Sec, ggp
Who is entitled to deduction. An individual, who is : ViR

(a) resident in India;

(b) a patentee;

(¢) in receipt of income by way of royalty in respect of a patent registered after 313y

under the Patents Act, 1970. o

Quantum of deduction. Whole of such income or three lakh rupees, whichever js less,

Where a compulsory licence is granted in respect of any patent under the Patents Act, 1)
the income from royalty for deduction shall not exceed the amount of royalty under the e
and conditions of a licence settled by the Controller under the Patents Act,

If income is earned outside India, so much of the income shall be taken into account for(:
purpose of deduction as is brought into India by, or on behalf of, the assessee in converti!
foreign exchange within six months from the end of the previous year or within the perit
extended by the competent authority.

Conditions for deduction : (i) The assessee must furnish a certificate in the prescribedfir
duly signed by the prescribed authority, along with the return of income. o

(ii) If income is earned outside India, the assessee must furnish a certificate in
prescribed form, from the prescribed authority/authorities, alongwith the return of lm:omr.]
(XIII) Deduction in respect of Interest on Savings Account _ (Sec. 80T

Who is entitled to deduction. An individual or a Hindu undivided family. s

Deduction shall be allowed in respect of interest on deposits in savings account W'L"]'I :

(i) a Bank, (ii) a co-operative society engaged in carrying on the business of pankiné
(111} Post office. - ev(’l“"“ Jess

Quantum of deduction. Whole of such income or # 10,000 in aggregate, whic Jdutti('” r

Where the savings account is held by or on behalf of a firm, AOP or BOI, 80 ‘i:’ he AOF°
be allowed in respect of such income to any partner of the firm or any membel
e th f a person with Disabilit G

ctions in the case of a person wi isability .

(m‘l&g;d:'; entitled to deduction. An iljldivi.d.ia] resident in India, and who1
medical authority to be a person \j\"’lt.h-d‘,lsablllty.

Quantum of deduction : (i) Disability ¥ 75,000;

{il) Severe dlSﬂbillty ¥ 1,25,000.

‘
] cvr(.iﬁt'd b

S




COMPUTATION OF TOTAL,
INCOME OF INDIVIDUALS

Under the Income Tax Act the assessees are of the following types ”‘/

(1) Individual,
(2) Hindu undivided family,
(3) Firm,
(4) Association of persons or Body of individuals,
(5) Company,
(6) Local authority, and
(7) Artificial juridical person,
A study of the provisions of the Income Tax Act regarding the assess
assessees has been done in this and the following chapters.
INDIVIDUALS
An individual means a woman, man, minor child or any human being, An Individyy |,
to pay income tax on his total income at a graded scale of tax rates ruling during the aSg_.._M.
assessment year. In addition to his own income under different heads, an individua] may gl
get a share of income from his membership in the following institutions and S0me ingomeg
others are also to be included in his total income.
(1) As a member of Hindu Undivided Family

Share of income received by an individual as a member of a Hindu undivided family ooty
the income of the family is neither taxable nor it is included in his total income, whether or
the family has paid tax on its income; but if a member of the family makes some persond
earnings of his own, they are taxable in the hands of that member as an individual.

But, under section 64(2), where an individual converts his separate individual propertyin
the property of the Hindu undivided family, of which he is a member, then the income derivet
from such converted property is to be included in the individual’s total income and not in e
family’s total income. :

(2) As a member of an Association of Persons or Body of Individuals ;

The income received by its members from the Association of Persons or Body of Individu
shall be dealt with as under : )

(a) Where the Association of Persons or Body of Individuals is taxed at the maxin®

Emwﬂbm:m&mcqgwamrmu rate, the share of member shall not be included in his total it
at all.

ment Om. ﬂ—um m.ﬁaHmmE_..

DO_.___ﬂ._.‘..._.ﬂ

As 8 member (sharehglg, TALINCON OF
)

L ) of o iDiviD|

(3 The dividend Idiscuggaq a mm,cam:_ﬁ_ =8 409
any 18 exempt. * &l22) (ay 0 (d)) rore:

comPE lend [loan fr, Cceived 45 4 e -
The divid an ::._Z.n_cz.“.?_z_r. ® Shareholder from a domestic

me of others tq pe i, cld oy, SCUssad v/
.M“smﬂvmﬁﬁ_ﬂﬂoﬂ in _.Tﬂ.. ﬁ.:.”““,””“—_.& in .____.4 .H:r... m_—””..__ﬂ_.h._;g_ ] _.,.__., 2294y
=—ﬁrﬁw:_ Where a PETSON trangfupg _H_;.... c*_ AN indiyidyg) o ClUbbing of Incomes. The income of

the asset itself, syc}, ; ) . v:_:.,.:,._... CIrcumstances
(b) Where there is a royg,. e ._.._:::__.._. person wi

in the total income of the e v.« of

(¢) Under certain ¢ireym, ances t} _..E. There

his (individual's) yota) Ncome s
(d) The income of a ming, ch _
mother or father, as the
(e) Income from assets tran
transferor if such g tran
the transferor.
. The detailed description of
Deemed Income, cte.”,
procedure for Computing Tota] Income

(1) First of all ascertain
the basis of ﬂmwaamunm.

(2) Aﬁm.mm Enww:mm M.E: vm compute mnmaa__sn to the various sections of the Act under the
heads mmwmmﬂmwrﬂw WM“” c_.m...-wq mﬁﬁxw property, profits and gaims of business or profession, capital

aing an ces.
. The income of others will also be incluged wss
computing the income under various heags,

(3) Then the effect will be given
from earlier years.

(4) From the gross total income (2 minus 3) deductions allowed under sections 80C to 80U
will be deducted.

(5) The balance (under 4) will be the total income. This will be rounded off as under -

Rounding off of Total Income. The amount of total income computed in accordance with the
provision of the Act shall be rounded off to the nearest multiple of ten rupees. (Sec. 288A)
Chart Showing Computation of Total Income of an Individual
Income as computed under the following heads after set-off of losses .
1. Income from Salaries
2. Income from House T.ou.m& )
3. Profits and Gains of Business or Profession
4. Capital Gains: : !
(a) Long-term capital gains
(b) Short-term capital gains
5. Income from other mcE.an -
(a) Casual incomes (e.g., Lotery,
card game, horse race, betting, etc.)
(b) Other incomes

Ay

lisincluded in his ncome

oul transferring
il income of the transferor.
* from such ngsets sh

be included
his rule
cluded in

are, howeyer
4 - Brts v y
Income of th .é:.. certain exceptions

use of an individual 15
d is inclyeq ;

: uded ; : otz
case may ho n the toia] income of }
ﬁﬁ:& to other pa
sfer resyliq direct]

118 or her parent either

TSons is included in the

; total income of the
yor :F__Z_n:._.. in

a benefit to the spouse of

Note

the aforesaig ems (a) tg (o)

18 given i I h Chapter on ‘Clubbing of Incomes

the various ine 2 L ;
TI0US incomes which are to be included 11\ total income on

B0 to 65 in the appropriate heads while

to the unabsorbed losses and allowances brought forward

Gross Total Income ==
C to 80U

Total Income i
Rounded of ¥ ...cc.....

not available against shori-term capita

Less : Deductions under sections 80

| gains specified in section 111A

Note : Deductions under sections 80C to BB
and long-term capital gains.
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x INCOME TAX
) Deduct; :
.___._....-_4,—__,_5 N respect of income of co-operative societies

* o

: owing deductions - _ " DEC
section 8op . | F deductions are to be made from the income of n ¢ EDUCTIQ)

ST

0 pp

all rights of .___.A assess,

_— _.1-:“ the previous year

u ‘

Wiy ! 0 2__5__.::.‘__.. of n.m_i:_._,.m.::_
2 . ] ¥

h aetjyp, _ o0k sold less ex;

Mgy | Where t

(a) In th 3
amount of 1 case of a co-operative society engaged in the rv::s..:r busi;

be deducte " “ﬂ.uh? and gains of business attributable to any one o More of
P Cd Irom the gross total income :
rrm -] . . . . . . .
Gi) Irrying ..._: business of banking or providing credit faci]
1 a cottage industry; or

T~
AL NCOME

1088 the
Sue

- Péreony
of the valye of such books sold

810 ity Mg

Mgy,
(111) the marl n: d : ! Cry. \
““.::_“,r: keting of agricultural produce grown by its members (Bgps . o __=2=:_ ; :
(iv) ::._ Producer); or L COnstity,, | If the income is earng I outsidg, 1,4
3 » . . . . -l ) N . 1]
:H. .w:d.:mz. of agricultural implements, sceds, live-stock or othey , .. % | he H..:_BJ of deduction ag iy :3_:._“.”_ iy
- y 3 " ; : artiel, : wxchi .. . ' 1
o ::;. m.:o::_”:.n. _.a,q the purpose of supplying them to its membepg: ,.1,__:_.__.._; i | [preign ﬂr rp__:w__ within gj months
* Processing, without the aid of power, of the agricultural pr “. s i pxtended by th ;_.:.E_z_r::. authority,
or Produce gf its Conditions for deduetioy, - i
(vi 5 o . o o Memy, rifie » ps .
?&“ the collective disposal of the labour of its members: or ben duly verified by the person respong

fishi iy ioois : ; ; . i of income,
:L”_ﬂm ﬁw allied activities, i.e., _n:wnr_zx. curing, processing, storing op ?E“mu 1F the Heowme it a:
5 e u..:.nr.m_&p. of materials and equipment in connectioy ther Mark, , o B oo S arned outsidg
purpose of supplying them to its members. With f, :x_ prescrnbe 1€ preacribed
"

India, the
(b) In the case of primary co-operative society engaged in supplying milk, oj) Explanations : (a) ‘Books' ghy|
- * -m_._ﬁ&m *._..:__
s fruig

authority, ,
| not ip
PETS, pamp

B88essee musy fury
ng with the return

brochures, COmm

. .r:__._
“.aﬁ bouks for ac 1008, tracts and other publica.

vegetables raise ; . purnals, Magazines, newspa

(i) a _,wamﬂh Nw-“u_..m a.:.”u:_um-,m . s di : _mce._ of similar nature, by whatever n
G th perative society engaged in supplying above-mentioned prod _ (b) ‘Lump-sum’ in regard moi
:“wv t MJ. Government or a local authority; or ucts; | account of such royalti .,._:__ Q.E.ﬂﬂm.“_m_ﬁ __,..H.S_v_{:xr__ fe

o e ees which is

3.6-.5:55»_ SHHPALY-OrR mn.m:.:_.c _ Literary work. Literary work includes E,“_ :..r i
3 mentioned products to the public; o
._SE}ammc.m.__}hnaa:a__a%hﬁamhma:&hnh:mcmmcerw:mw:mmmmrm:

ar

includes an advance payment on
irnable

tions, |

ry Corporation engaged in supplying (he
i

yright Act, 1957

| The expression ‘literary work’ cove i 0)

. T8 work which is express ; BT

total income be deducted frop, the tive of the question whether the quality or style 7.___”“#_4. T A R
; : ; ; i 3 (Untversity of Landon Press Led. us, Universit L P 191612 €

(e) In the case of a co-operative society engaged in activities other than thoge specified Illustration 14 e ol el o

clause (a) or clause (b) (either independently or in addition to all or any of the acy

specified) profits and gains wmnlvﬁpwv_a to man activities to the extent of 7 50,000 shly 4, | 1. Royalty on a book for college students @ 20% # 1 00,000,
deducted from the gross total income. However, in the case of consumer’s co-operative sou, | 2. Expenses incurred to eam the royalty 7 10,000

this deduction shall be ¥ 1,00,000 in respect of the profits and gains from the other activities 3. Other income 7 5,00,000.

( m: a...rm whole of :_ﬁ income by way of interest or dividends derived by a co-operative sy, | Solution Computation of Total Income
from its investments with any other co-operative society shall be deducted from the gross otz (for the Assessment Yeur 2016-17)
income.

ities | From the following informations eompute total income of an author

Royalty Income (% 1,00,000 - 10,000)
Other income
N Gross Total Income

(e) The whole of the income derived by the society from the letting of godowns or warehous |
for storage, processing or facilitating the marketing of commodities, shall be deducted from
gross total income.

(f) In the case of co-operative society, which is not a housing society or an urban consumer | Less : Deduction w5 80QQB regarding royalt Total Income
society; or a society carrying on transport business or a society engaged in the performancet’ | | noy, . Deduction /s B0QQB has been computed as under ,
any manufacturing operation with the aid of power, where the gross total income does notexc 15,000
# 20,000, the amount of any income by way of interest on securities or any income from how Royalty @ 15% 15% ignored for deduction 5500
property shall be deducted from the gross total income. . M Royalty excess over 1o% IEW s
A co-operative bank shall not be entitled to deduction under this section. msm.ﬁ“,”n B St 65,000
primary agricultural credit society or a primary co-operative agricultural and rural develop 10000 (aasimam) whiheverisles
bank shall be entitled to deduction under this section. 3008 mumn_cn:o: # 65,000 or 7 3,00/ .
(XT) Deduction in respect of Royalty Income of Authors e  nairwtion 1 ¢ deductible s 80QQB from the following 2
Who is entitled to deduction. An individual, who is : OMWMMNW»HMMHE_, ot mm_.DE 4,00,000 9,00,000
(a) resident in India. : f literary artistic e abook @ 16% on book H.w.w_av
(b) an author (including a joint author) of books being a work of I ! Royalty received " price e

scientific nature. y o4 m:.a_zs_q__
Computation of Profit for deduction. Where the income (before allowing mahmwmm derationi®¥
to such income) by way of royalty on books or the copyright fee (not a lump sum ¢
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(VIIT) Deduction in respect of employment o " ed in the manufacture of good o mE._f
Who is entitled to deduction. An assessee enBaE" 5 regular worj,, ™ @ fagy,,
Quantum of deduction. 30% of additional wages P Mep :

workmen

: A. Ys. including th emp), ¥
by the assessee in such factory in the wnmf,Po%Wquﬂﬂ.MM % Elhe Ay _.a_m,ﬂ“.h_m
the previous year in which such employmen hould not be acquired by the asgeg ;

Conditions for deduction : (i) The factory sho business re-organisation See by e
transfer from any other person or as a result of any bus of income the audit r .

(ii) The assessee furnishes along with the return ’ eport ﬁssw th
prescribed particulars. e

M ’ Additional Wages : i

S%WMH& wMMBQ. ‘Additional wages’ means the wages pald 80 Henew reguta Worksme,
excess of 50 workmen employed during the previous w.mmu..,_ TR — i

(2) Existing factory. The additional wages shall be ni i ber of worka s regy,
workmen employed during the year is less than 10% of existing number o Wworkmep ...s_u_o,,a
in the factory as on the last day of preceding year. ) 3

Meaning of ‘Regular workman’ does not include :

(a) a casual workman; or S C -

(b) a workman employed through contract ] ; :

(c) -any other Soawwumﬁ employed for a period of less than 300 days during the

year.

Sec. 80JJAA shall be as under w.e.f. A.Y. 2017-18 :
Illustration 13

wginE

X commenced operations of manufacture of goods in a factory on 1.4.2015. H, emp|
100 new workmen during the previous year as under :

1. 10 casual workmen;

2. 10 through contract labour;

3. 70 regular workmen on 1.4.2015;

4. 10 regular workmen on 1.8.2015.

Compute deduction available to X u/s 80JJAA for the A.Y, 2016-17 i
is ¥ 7,500 p.m,

Solution

Oye]

fwages of each workmay

Computation of Deduction u/s 80JJAA
(for the Assessment Year 2016-17)

No. of Workme
Total workmen

10
Less : (a) Casual workmen 10
(b) Contract labour 10

(c) Employed for less than 300 days during PY. (under 4) 0 ¥

Total number of new regular workmen Il

Number of new regular workmen in excess of 50 (70 - 50) x

i
Additional wages = ¥ 7,500 x 12 x 20 = ¥ 18,00,000 |

Deduction w/s 80JJAA 30% of 7 18,00,000 = ¥ 5,40,000
Deduction in respect of em

ployment of new employees (w.e.f AY. 2017-18)
Whao is eligible for deduction. Who derives profits

to get his accounts audited u/s 44AB.
Quantum and period of deduction. 30% of additional employee cost incurred in the %%_M
of business in the previous year, for three assessment years relevant to previous year in whi
such employment is provided.
. Conditions for deduction : ( 1) The business is no
tion of an existing business.
(2) The business is not ac
any business reorganisation,

(Sec. wE.w.__E
and gains from business and is required

t formed by splitting up or the reconstr®

quired by way of transfer from any other person or as a resultd

M\\.-.a\:m assessee furnishes »
bed ﬁmHSaF_mﬂm.
ﬁ_..w....._nn.“_v ._wnpoucamﬁnm WUDEQ he paid b
ﬁ&mnﬁain clearing system th
1s€ w&&mt_bnam employee cost -
w business. First year of ney pooc
hﬂﬁ&bm that previous vear, vcmﬁmmw emoluments paid or payable to emplovees
(b) Existing business. If there is

a7
urn of income the audit report giving the
¥ an mnnc:.:..r

aye ) .
rough 5 rm.,.r mnnuormsh. cheque or account payee draft or by

(a)

o incregge in the number of empl Mkl
o from the tota
per of employees employed as on the last day of the Emnm%h.mov.mmﬂwzv%nm
uun..bnﬁ&:c:nh employee. It means .

(b) an mEn__ou..mm for whom the entire contribution is paid by the Government under the
Employees’ Pension Scheme notified under Employees Provident Fund Act, 1952; or

(c) an employee employed for a period of less than two hundred and forty days during the
previous year; or

(d) an employee who does not participate in the recognised provident fund.
Emoluments. It means any sum paid or payable to an employee in lieu of his employment
py whatever name called, but does not include

(a) any contribution paid or payable by the employer to any pension fund or provident
fund or any other fund for the benefit of the employee, and . )

(b) any lump-sum payment paid or payable to an employee at the a:.:m. of termination of
his service or superannuation or voluntary retirement, such as gratuity, severance pay.
leave encashment, voluntary retrenchment benefits, commutation of pension and the
.Ewm...

(IX) Deduction in respect of certain incomes of Offshore Banking Units or Fpmamm,%mw_v
Financial Services Centre (Sec.

Where (i) a scheduled bank or any bank incorporated by or under the laws of a country outside
India having an offshore _umbﬁbmchwﬁbmmumﬁm._moﬂ:cﬁnmgﬂﬂ .

(ii) unit of an International Financial Services Centre, derives income :

(a) from an offshore banking unit in a special economic zone; or .

(b) from the business referred to in Sec. 6(1) of the Banking Regulation Act, Wma%.@ gm__osb

undertaking located in a special economic N_ca“.m_. any M&pm_. :bnmﬂ.gwwwwm LM Bwnn ucw”w B owm.
intains a speci -
T A e ovmﬁm:mm e it from its business for which
i International Financial Services Centre fromits bus
“ Mﬂoﬂmmﬂwﬁvﬂrﬁmm for setting up such a centre in a Special Economic Zone.
i i al income.

It shall be allowed deduction from its gross tot )

Quantum of dedustion: ) 1005, of s o i e conpecntive wscamen s
beginning with the assessment year relevant to previous year in w.&:.. mmqﬂm g
of the wmu__nm ing Regulation Act, 1949 or permission or Eﬁmawwﬁawﬁ“ww MM
Exchange Board of India Act, 1992 or any other relevant law QMMMHEE wmmqm.

) Whamaliar, S0k of milt mere e - nmuﬁgﬂwvﬁﬂ””mmﬁg the return of income :

1al jon., The assessee mus ; i :

MU..”.;&:S;“ for %Mﬂa““mn Accountant in the prescribed form certifying that the deduction
e 1) Areport of the Chart dance with the provisions of this section.

i Sarreotly claimetl i aAct of the Banking Regulation Act, 1949.

(ii) A copy of the permission obtained w's 23(1)() of the
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Quantum of deduction : (1)1
initial ten assessment years. -

(2) In case of (a) (i) and (b) (it} :

(1) Five initial assessment years—

(i1) Next five assessment years : fits

as assessees—29% : i

No MMM:HM mmﬂvmrﬂmwﬁﬂ_wﬂwm under sections 80C to 80U in relation to the profiy an
the undertaking or enterprise specified mwcﬁ.w.

Conditions for deduction. The deducti
satisfied :

(i) It is not formed by the splitting up, or the reconstruction, of a businegg alreyg, .
7y

o ii) and (b) (i) and (i) 100% of
n case (a) (i) and (1) @ e Profiyy
Up

100% of such profits

n.—x:rrw_.__
on shall be allowed if the wo:cfsn condiyi, {
Ny A

existence. ; .

(ii) It is not formed by the transfer to a new business of machinery or plant .mxn_.,__uh::m %
previously used for any purpose. ; -

Audit of accounts. The accounts of the assessee must be wﬂn;m%”um aC.A, ang the 8805
must furnish alongwith the return of income the report of such audit in the prescrilyg fory,
North-Eastern States : hal Mi _
States of Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, mem_:_a ang

Tripura.

‘Substantial expansion’ means increase in the investment in the _u_.m.:..vus.a Machinery |
at least 50% of the book value of plant and machinery (before taking depreciation b

5 2 in any yeg,
as on the first day of previous year in which the substantial expansion is undertaken, !’
(V) Deduction in respect of profits and gains from business of hotels in specified mzz.

(Sec, 8.
Who is entitled to deduction. An undertaking engaged in the business of hotal :s_”_.dm_ﬂ_w
three-star or four-star category) located in the specified district having a World Heritage gj,
ifsuch hotel is constructed and has started or starts functioning between 1.4.2008 and 31.3 2013
Quantun of deduction and period for deduction. 100% of the profits and gaing derived —§_._,
such business for five consecutive assessment years.

Conditions for deduction. The deduction u/s 80-1D will be allowed if the

following conditjo
are satisfied :

(i) It is not formed by the splitting up or the reconstruction of a business already iy
existefice,
(ii) It is not formed by the transfer of a building previously used as a hotal,
(111)

It is not formed by the transfer of machiner
for any purpose.

(iv) The assessee furnishes alongwith the return of income, the aud

prescribed form certifying that the deduction has been corr
Some other deductions not al

deductions u/s 10AA or u/ss B0C
of the undertaking,

Other provisions, The
u/s 80-1A :

1. Computation of income for deduction,

2. Withdrawal of deduction.
J . i ¥ . e
Explanation. ‘Convention Centre’ means a building of a prescribed area comprising
“q:..é:_.__:__ Eﬂ__: to be used for the purposes of holding conferences and seminars, being of such
- A J S TR .
1ze and number and having such other facilities and amenitios ng may he pregeribed.

y or plant (exceeding 20%) previously us

it report in the
ectly elaimed.

lowed. In computing the total income of the assessee, the
to 80U shall not be allowed in relation to the profits and gains

provisions relating to the following aspects are the same as discussed

,S_ mumﬁﬂb States

oft -
o i) to manufacture or produce 4

0 m.mn:...md
%:mmmm :
» < w_..mpnm.
E.mionm

mmu:m undertaking.

~ edu
eduction shall be alloweq y,, . :
gﬁw.wwm lay of April, 2007 and s an undept

: aking which hag d i0d beginning

in _ » during the period beginning

{ the North-Eastern States - B before the 141 day of April, 2017, begun or begins, in
o

: ny eligible artio.
Gi) to undertake substantial expansion g Ewmmrn_.r or

L) to carTy on any eligible business,
:@E ntum and period for deduction, 1y
e assessment years commencing

Conditions for deduction. The dedyey,

. thing;

facture or produce any eligible article or thing;
7 of the profits derived from such business for ten
With the initial assessment years.

1on shall be allowed if the following conditions are
i It is not formed by the splitting Uup, or the reconstruction, of a business already in
(ii) 1t is not formed by the transfer g
ly used for any purpose,

Some other deductions not allowed.

_ In computing the total income of the assessee, r,r.“
ction u/s 10AA or w/ss 80C to 80U shall not be allowed in relation to the profits and gains

@ new business of machinery or plant (exceeding 20%)

Other prouvisions. The provisions relating to the following aspects are the same as discussed

s BO-TA

(1) Computation of profits for deduction.
(2) Audit of accounts.
(3) Withdrawal of deduction,
“North-Eastern States”. State of Arunachal Pradesh, Assam, Manipur, Meghalaya,
Mizoram, Nagaland, Sikkim and Tripura. , "
“Qubstantial expansion” means increase in the investment in the plant and 3:&55.,.8” L__.
at least 26% of the book value of plant and machinery (before taking depreciation in any year),
as on the first day of previous year in which the substantial expansion is undertaken.
“Iiligible business” means the business of -
(a) hotel (not below two star category);
(b) adventure and leisure sports including ropeways; . . =
(¢) providing medical and health services in the nature of nursing home with a minimum
capacity of twenty-five beds;
d) cunning an old-age home; .
M:W __%cn:...__ﬂm vocational training institute for hotel Ep:amn:,_mar. catering "__a_m_ ﬁm_a_.ﬂu.w__w
entrepreneurship development, nursing m_._n.u para-medical, civil aviation rela
ing, fashion designing and industrial :.:5.3__«.“ ol
(f) cunning information technology related training :: T ,__
() manufacturing of information technology hardware; an
(h) bio-technology. &
(VII) Deduction in respect of profits from business of collecting and v-.cnsaﬂ.mu“. MHE_“.._ M~
g ariEh ey i fits derived from the business
income assessee includes any proh . .
Where the gross total income _.._._._“._”.,, _.”m of bio-degradable waste for generating -_ai..ﬂ or
of collecting and processing or tret other biological agents or producing bio-gas or ma .:m
L o Ec._.:-,_.:mu.mq?‘_:a.c..._m_.:._ _._.m” ___._“E::...\._ he is entitled to a deduction in computing tota
pellets or brigquettes for fuel or organic
income,

i [ i sessment years beginning
1. 100% of such income for a ﬁ..dc_..__:*.__.icam .
Quantum of deduction. : \ Lo the previous year in which the business ¢
evanl Lo the

With the aggessment year re




INCOME TAX

i wrvices had taken place at the
will be computed as if the transfer of goods aq_mwmﬁmws empowered to compute
the date of the transfer. The Assessing Officer has f profits on the aforesaid hy
gains on a reasonable basis, if the computation 0 ¥
exceptional difficulty. ) _
ﬂ he Assessing Officer shall determine the 7 monwoﬂmw% M__.w cﬁw_w%%h ﬁ__w iy
cligible business, if in his opinion, owing o the /088 F307E0 A0 o e SSesge
on the eligible business and any other person, an arl ange e e .:E:
to the assessee more than the ordinary profits which mig be audited b O:..mm -
Audit of Accounts. The accounts of the assessee must be at H_& Y a Charter
and the assessee must furnish along with the return of income the report of sy
W_MM.M_.n %wuwmmma__w.uﬂﬁm under this section shall not be allowed to Special Ecanomic .Nc:mw notified after 3
(II) Deduction in respect of profits and gains by an undertaking or enterprige engage .
development of Special Economic Zone . ] (Sec, gop,0"
Wheo is entitled to deduction. A Developer who derives profits and gains from apy _..Em_;.m_
of developing a Special Econome Zone, notified after 31.3.2005 under the Specia] B Ingg,

390

Mark g
Vi
such u..c.h_cf;_

B Eﬂmmn _—..”_” m:a
Eﬂw

lag tay
he
o i
E_cg.
- e acsgr..
h p#onaE,_E o
N Bud i, ZH

3.200 5

Onomiey,

Act, 2005, : Zong
Quantum of deduction and period for deduction. 100% of the profits and gaing deriveq fry

such business for ten consecutive assessment years. o

However, at the option of the assessee, the deduction can be a_m..h.:,_mm for an
assessment years out of fifteen years beginning from the year in which a Speci
has been notified by the Central Government.

Where the Developer has claimed deduction u/s 80IA, he shall be entitled to deductigy
for the unexpired period of ten consecutive assessment years. only

Where a Developer develops a Special Economie Zone after 31.3.2005 and tr
operation and maintenance of it to another Developer, the deduction shall be alj
transferee Developer for the remaining period of ten consecutive assess

Audit of Accounts. The accounts of the assessee must be audited by
must furnish alongwith the return of income the report of such audit
Note : No deduction shall be allowed if a developer begins the development of Special Eco

(ITA) Deduction in respect of profits and gains from specified busin

¥ten aD:.mmﬂcz_.d
al MDOH-DEW_" Naﬁ_c

ansfers yy,

Oaﬂ_m.ﬂ to uTm
ment years.

a C.A. and the agse
in the prescribeqd aawmm
nomic Zone on or after 14201
ess (w.ef AY. 2017-18)

; 1 . (Sec. 801A
Adeduction will be allowed from gross total income to an assessee, being an eligible start-up
spect of profits and gains derived from eligible business.

“Eligible business” means a business which in

or commercialisation of new products,
property.

in re
volves innovation, development, deployment
processes or services driven by technology or intellectul

“Eligible start-up” means a company or a limited liabilit tnership e ed in eligib)
business which fulfils the following conditions ; s iient

(a) wﬂeﬁ%:ncgﬁmﬁmm on or after the 1st day of April, 2016 but before the 1st day of April

(b) wwm total Eﬁcwmw.om its business does not exceed ¥ twenty-five erore in any of the
Tevious years beginning on or after the 1st day of April i 38t
B2y oMk pporan y of April, 2016 and ending on the
(e) it holds a certificate of eligible business

! ; : from the Inter-Ministerial Board of Certific:
= ﬁ_wn as __wms%ﬁw in ﬂrm&OB&m_ Gazette by the Central Government
anum of deduction and perod of deduction. 100% gai ived from
such business for three consecutive assessment years, P oty S s et
consccuie nsessment s ot s, the decucton can bo claimed for sy U
start-up is msao%o_.mﬁmm.w ° beginning from the year in which the eligit

ssee,
out of five years

aft
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< gitions for deduction, The dedye:
Cond! Yetion shall he 4110w
e allowed if the
tmm.mv It is not formed by the g
d existence.
y It is not formed by the tr.
90%) previously used for

following conditions are

or — ; : ;
the reconstruction, of a business already in

ansfer 1o a new
any purpose,

peduction in respect of profits ang goin, 1

(il business of machinery or plant (exceeding

1 De than infrastructure development under-
@ takings (Sec. 80-1B)
TAX E . 5 :
TOLIDAYS U/S 8018 ARE Ag UNDER
Owner- |
[ ship Location Date of Commen- ) Tax exemption -
ey t_helifn sREmEn] Period | Quantum
[ Scientific and oy (¥ where in Tndia'  Approved afler | 10 Tnitial AYa. | 100% of profits
r ﬂ industrial En.w __ ,,,mm,w,_mia 31.3.2000 but
search RR _ nindia- | before 1.4.2007
| development |
2 | Gommercial | Aoy | Anypartof India After 31.3.1997 but. 7 Initial AYs.  100% of profits
| production  of  Assessee before 1.4.2017
_ mineral oil __ |
3. | Refining of| Any  Anypartofindia = Afer 30.9,1998 —Do— ==
2 _ Mineral oil _ assessee but before 1.4.2012
4 Commerciall Any |— Afler 3132009 but.~ —Do— —Do—
| productiorr of | assessee before 1.4.2017
natural gas under __ _ |
NELP VII ete. | |
5 _ Housing Project Any | Any partof India | Approved after - 100% of profits
- 30.9.1998 but

_ ASSEESEE |

| before 31.3.2008

Any _E:TE._:;&» After 31.3.2001 (i) 5 Initial A Ys.

m assessee | (1i) Next 5 AYs.

_ _
| _

7. | Processing, pre-| —Do— | —Do— |wef AY. 2005-06

servation and _ | |

packaging of fruits |

or vegetables | _

|

|

6. | Integrated  busi- |
_ ness of handling,
storage and
transportation  of
food-grains

(i) 100% of profits

1) 30% for comp-
anies and 25%
for others.

—Do— —Do—

8. | Processing preser- | —Do— —Do— Pmbmam —Do—
| vation and pack- | _ 3132 _

aging of meat, |

meat products or | { |
poultry or marine | | |
o dairy products.

9. _ Hospital

" m
In India except 1.4,2008 to
| excludedarea | 313.2013

i i i f blocks licensed under
i i i jon of mineral oil shall not be allowed in respect o
Note : Deduction regarding ﬂa?ﬂwﬂ,ﬁ ﬂo_whquaw:w New Exploration Licencing Policy _mnuaﬁzma .H_ w_,,m Dﬁ.ﬂﬁw”ﬂ”
p nas._.._.bnn w&m.—dmnfz . Z_.“. U.ngm__.mﬁmwtoz_w. DO. VL. dated 10.2.1999) or in pursuance of any
”whwmmwﬁm.”” MMH h.ww.“u the .nmnn.E Government or a State Government in any other manner.

Other Conditions to be fulfilled for U&Emaz ;
(A) In case of companies engaged in scientific an
(a) The company is registered in India.

(b) It has been approved for the purposé b
before 1.4.2007.

5 initial A.Ys. 100% of profits
Any

| assessee |

d industrial research and development

v the prescribed authority after 31.3.2000 but
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(B) Housing Project. Deduction shall be =__,...Mﬁma.~__mmr:mﬂﬁmﬂﬁ_ﬂwuﬂwﬂﬂnxmwa in ey,

and building housing projects approved before 31 ' iy c:_sl_".ﬁ_..

following conditions are satisfied : 4,
(i) The size of the plot of land i8
(ii) The residential unit has a built up

a minimum of one acre.
area not exceeding one thousand Kilitico

o Sk foa
or Mumbai or within 25 km _n_da—”ra J.EH.G@E limits of these cities ang one ”—_M Dy,
five hundred square feet at any other piace. . g,
(iii) The undertaking commences development and construction of the :a:m;m " %
or after 1.10,1998. b G doed) wuibin et
(iv) Where a housing project has been approved by :mm el autRonty befons 4200,
construction should be completed before 1.4.2008. .xr._.c

(v) Where a housing project is approved by the _Onm_.mn,;uoﬂew after 31.3.200
1.4.2005, the construction should be completed within four years from Emw
financial year in which the project is approved by the local authority

(va) Where a housing project has been approved by the local authority after 3, 32
construction should be completed within five years from the end of the fin pm. 003, the
in which the housing project is approved by the local authority. Cial ye,,

(vi) The built up area of the shops and other commercial establishment includey :
housing project shall not exceed 3% of the aggregate built-up area of the hgy; ed in gy,
or 5,000 sq. ft., whichever is higher. "8 Proje,

(vil) Not more than one residential unit in the housing project is allotted tq a pers

08 gy

Ut hye
=
od of the

being an individual.
(vii1) Where a residential unit is allotted to an individual, no other resid
housing project is allotted to any of the following persons :
(a) the individual or the spouse or minor child of that individual,
(b) the HUF in which such individual is the Karta,
(¢) any person representing such individual, the spouse or min i
dividual o the HUF in which such individual is the Korta, child of sugh
Relaxation of condition. The conditions relating to plot size (minimum area of on
completion of construction shall not apply to a housing project carried out in - Acre)ang

entia) unit jp s

a .
mmwmu._..m. framed _.E.. the Central Government or a State Government for _.mewmwm%nomnﬂ_sm
redevelopment of existing buildings i i oo
i i g dings in areas declared to be slum areas and notified by the Boarg

(C) Hospital located anywhere in India other than excluded area Wh rtaking
- . ¥ e 1
mmwwmom %Mwﬁm m,m_nun the _rmwm_mmm of operating and maintaining a hospital EMM&MM %ﬂﬁwmaﬂ
an the exc i igi
bk E.a; : mm.u_,mm [specified u/s 80IB (11C)], shall be eligible for a deduction f

The deduction shall be available for five assessme beginni e
: : nt years, initi

ﬂmnmmmwamﬂ year in which the undertaking begins to provide medical mmuﬂaﬂm ﬂoambﬂmﬂeg
e following conditions : iy o

(1) Such hospital is constructed bet i i
® ol reg i etween 1.4.2008 and 31.3.2013 in accordance with the

AMMW %wm hospital rmmw at least 100 beds for patients
¢ assessee files an audit report in the H.mmni_umn fi i

b:&.wwq&.,ﬁm that the deduction has been ncﬂmnMw claimed. g e
- .oﬁ Mmanamﬂrﬁﬁm accounts of the assessee must be audited by a C.A. and the assessé¢
Umsﬁaﬁnonbwﬁ e return of income the report of the such audit in the prescribed form.
(1a) 1 respect of profits and gains from housing uw&mafs.sn?xﬁs.;,

Quantum of deduction. 100 . (Sec. B0IBA!
Conditions for n_macﬁwca ” % of the profits and gains derived ?Bmﬁnrccmgamm.

(1) The project is approved by

Government) after 1.6.2016 but _“.MW.“.Mc wh%mﬂm H_Wn authority (authority empowered by the Centrél

_qu.\_mu!_rmﬂa.._: S T b
U NS, 7 BE MADE N COMpy TING T
(9) The project is completed within g o UTING TOTAL NCOAE
pate of approval. Where the e Period
| shall be the date on which

393

of three von

s from the date of approval

/ thet '8 OL e, the date of
rova = g = ¥ ce, the di
spP pateé .aw__.:.._....t_,_.u? A‘M::_ The date on wheily 5 cortif Such he project was first approved
H.nh_._...n.& in writing from the Bﬂuﬂk.mfn" O .‘;.:-_:b of completion of project as a whole 1=
0 rity

built-up area of the shere d
nw..ﬂ”c”“ sk ﬂﬂﬁn—.wmm 3% of ~”M MHM._..—M.NHWJ othe
(4) Size of the plot : () In cities of Che
sured aerially, twenty-five kilometre fio
Eocmm_._o_ square metre
(b) In an¥ other place—Minimum tw thousand
The project is the only housing project on ».-:. “1_51.. and
(5) Size of the residential unit. (a) In case of (4 SAUE phot
(b) In case of (4)(b) maximum sixty S0tars tnk
(6) Allotment of a residential unit tn

{

commercial et

b housing
iit-up ares

ablishments in the

al limits of these cities—Minimum

square metre

2l maximum thirty square metre
re

sl an __.__._..__.J.__3.:__.__.m No other residential unit in the housing
ect shall be allotted to the individual or the spouse or the minor children of such individual

1) Lidtdzgiion a..\q?m.. .c___._:_. (@) In case (4)a) minimum 90% of the floor area ratio permissible
(b) In case E:E minimum 80% of the floor area ratio permissible
“Floor area ratio” means the quotient obtained by dividing the total covered area of plinth
area on all the floors by the area of the plot of land. iding the total covered area of p

(8) Maintenance of accounts. The assessee shall maint
respect of the housing project,

Profits liable to tax. If the housing project is not completed within the period mentioned in
(2), the total m_.:.w:.:n of deduction allowed in one or more previous years, shall be chargeable
under the head Hu.ﬂcm..m and gains of business or profession” of the previous year in which the
period for completion expires,

(Iv) Deduction in respect of profits and gains from undertaking or enterprise in Special
Category States (Sec. 801C)

A deduction will be allowed from gross total income to an assessee in respect of profits and

gains derived from business specified below -

The undertaking or enterprise :

(a) has begun or begins to manufacture or produce any article or thing (not being any
article or thing specified in the Thirteenth Schedule), or which manufactures or
produces any article or thing (not being any article or thing specified in the Thirteenth
Schedule) and undertakes substantial expansion in any Export Processing Zone or
Integrated Infrastructure Development Centre or Industrial Growth Centre or In-
dustrial Estate or Industrial Park or Software Technology Park or Industnal Area or
Theme Park as notified by the Board, during the period

(i) in the State of Sikkim—after 22.12.2002 but before 1.4.2007,
(ii) in the North-Eastern States—after 23.12.1897 but before 1.4.2007;
(iii) in the State of Himachal Pradesh or the State of Uttranchal—after 6.1.2003 but
b uff rod rticle or thing or commences any
(b ins to manufacture or uce any article .

V ”MM_WNWW Mv_.mvhmmwm in the Fourteenth mormnc_m. or which manufactures or produces
any article or thing or commences any operation specified in the Fourteenth Schedule
and undertakes substantial mnvmbmmcw moowE._Em_u Em_mw.ﬁ.._.o% p .

i) i iklim—after 22.12. ut before 1.4. i, ~
Aﬁw % %M W&%Mﬁmwmﬁmm“ﬁ; States—after 23.12.1997 but before 1.4.2007, . .
(iii) in the State of Himachal Pradesh or the State of Uttranchal—after 6.1.2003 but

before 1.4.2012.

_u_.c.*

Ain m.x..—..v,.—ﬂ._.a... books of account in
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™ - ; . an Indian Company t, Pols..

(XID) Deduction in respect of Contributions given by s_“mn a -
dian company, any Sum contrihyeq €C. Bt
In computing the total income of Ew”ﬂ,.n»o_.m_ trust shall be allowed ag 5 amncw_m ity “m _
revious year to any political party or an elec any sum contrily ton,

’ Ia”qwéw. Mom%mnw_a:cs shall be allowed in qmmuﬂmwMWmmean& toitu/s H_MW_M*_.V Y Way o e
Explanation. The word ‘Contribute’has the mea : the oasv h

Act, 2013,

mp_.ﬁ,.
. z ' to Politi *
(XTID Deduction in respect of Contributions given by any person to Politicq) m.m..:mw

. . AV_@..u m

; (except local authority ang Artific:. aoﬁc
I ing the total income of an assessee : Cial iy 20}
vnwmc“ ﬂwﬂwﬂﬂnwﬂmgwﬁw funded by the Government), w:m m_._ﬂﬁoas_m nos%._rﬁmn by hj %593
previous year to any political party or an electoral trust shall be allowed a

25 2 deduct, ™ty
However, no deduction shall be allowed in awm._um_& of any sum contr ibuted by Way o.*.
Explanation. ‘Political Party’ means a political party registered u/s 294 o the m”wﬂ
i L *
sentation of the wmaEM MMU—._ %.wOZm RO omwm. EZ. INCOMES
The deduction provided under any section hereafter in this chapter with reference ¢,
income will be allowed in respect of the net amount of income of that nature Fazamn_ .sgu_
gross total income of any assessee. the

: (Sec, g
Where any deduction is admissible under section 80-1A or 80IAB or 80IB or 8010 = mﬁ,w_
or 80IE, no such deduction shall be allowed to the assessee unless he m.s.Ewmsmm a retury o _,.Hu
income for the relevant assessment year on or before the due date specified in Sec 1§

- 139(1).
nM.m.q._. m?#?
(I) Deduction in respect of profits and gains from undertakings or enterprise engageq .~_
infrastructure development . (Sec, mm—h
A deduction will be allowed from gross total income to an assessee in respect of profits g
gains derived from any business of :

(1) Infrastructure facility. The enterprise is carrying on the business
(ii) developing and operating, or (iii) developing, operating and maintaining
facility which fulfils the following conditions :

(a) Itis owned by a company or consortium of companies registered in Indi
or a board or a corporation or any other body established or constitute
or State Act;

(b) It enters into an agreement with the Central or State Go

or any other statutory body for development, mainten
infrastructure facility:

(c) Hw starts operating and maintaining the infrastructure facility on or after 1st April,
1985.

JSSH an infrastructure facility is transferred after 31.3,1999 by an enterprise which ha
developed it to another enterprise for operating and maintaining it on its behalf, in accordance with
the agreement with person menti
unexpired period.

of (i) developip,
any infrastrugtyy,

a or by an authgry
d under any Cenpry

vernment or a local autharity
ance and operation of a pey

ioned in (b), the transferee will get the benefit of deduction for the
‘Infrastructure facility’ means -

(a) aroad including toll road, brid
(b) a highway project including h
highway project;

(c) a water supply proj

Sewerage system or g
(d) a

ge, rail system;
ousing or other activities being an integral part of the

ect, water treatment system, irrigation project, sanitation and

age L or solid waste management system; and

Note : No %n__”m_m?m___.wﬂoﬁ ﬂ.ﬁwmﬁﬂw Sﬂ% ays or Inland port [or navigation channel in the i
the infrastructure facility on or u:aw nm.ummm_.au which starts the development or operation and maintenan

cmccnj_uzw TOBe MADE 1y COMPyT

= 1 ING TOTAL I &
75 [ndustrial park. Any undertaking wr. TOTAL INCOME

Avm_.mﬁm an industrial park 5 e
0 fte

: velg 5, dev

1 31.3.1997 P8, cev

%ﬁ_.m& by the Central Governmeng) ;o e
1

where an undertaking developg iy g, i
1 3.2001 and transfers the operatic 3.1989 or a Special Economic Zone
after wm_..mm will get the benefit i,n_ma,.._n:s”%ﬁmﬂii:?ﬁ::g of it to another undertaking, the
8 i SelE € unexpired period.
Amu Qm:amﬁm””““..—"“_h.Mh“nﬂhuhﬁ“m~M :H.t:t._qn An wbﬂ.._mﬁﬂm_ :”.”__”N_.zx._:n which
@) w:.ﬁ begins to mmnm—.sg uﬂﬁw«?fmg‘m_ﬂm:c: or generation and distribution of power
1881 aiter 31.3. ' sfore ‘ .
(b) starts transmission or distribution _M __aS but before 1.4.2017;
&wﬁigsonrzmmmwﬂﬁ. u_

3.1999 K aying a network of new transmission of
& ! 1999 byt he
(¢) undertakes ‘substantia| rengv ut before 1.4.2017;

L ) ation a isati > existing network of
transmission or distribution |ines m?ﬂn_wﬂmwmh%m”%ﬂ_ﬁ% .m_..M.z...__:ﬂ__M_r
(4) Reconstruction or Revival of a Power Generating Plant. Income of an undertaking owned
Indian Company is deductible if -
py an (i) The Indian company is sety
plant.
(ii) The Indian compan

elops and operates or maintains
3 4.2011 or Special Economic Zone
. 7 but before 1.4 2006,

Strial park after 31

p for reconstruction or revival of a power generating

: Y is formed before 30.11.2005 with majority equity participation
by public sector companies for the purposes of enforcing the security interest of the
lenders to the company owning the power generating plant

(iii) Such Indian company is notified by the Central Government before 31.12.2005.

(iv) The undertaking begins to generate or transmit or distribute power before
31.3.2011.

Quantum and period of deduction. 100% of such profits for ten consecutive assessment

years. ) . . ) i any ten
Option to claim deduction. The assessee, at his option, can claim deduction in. iy 0

consecutive assessment years out of fifteen years beginning from the vear in which it begin:

erations. i - : s can clai

% If the assessee is engaged in infrastructure facility mentioned in ( a), (b) or (c) he p._%mn%m”ﬂ

deduction in any ten consecutive assessment years out of twenty years instead of out o

years.

Conditions for deduction. The deduction under (3) shall be allowed if the following condi-
tions are satisfied :

(a) It is not formed by the splitting up, or the reconstruction, of a business already in
existence; _ o . o
(b) It is not formed by the transfer to a new business of machinery or plant (exceeding
* 20%) previously used for any purpose. . . e
Ioimqm«.ﬂrm aforesaid conditions will not apply in case of transfer of plant or ma Ty
i d by a State Electricity Board. : . 2
_u_.oﬁm”mﬂw. M__Mﬂ.c:%c.w Income for Deduction. For the purpose of no,E_Ean.En._ mmwhmnm_.mwnﬂ.ww mw
mumammme.w@ﬂgamwnw for the assessment year maam&MS_M. mnnmm__ﬂm__wsm :._M hﬁmw mm.w s
- the profits and gains wi computed as ;
N.M_WM %mm%hwmmﬂﬂwﬂ Mwmwbmw”%“ﬂ“, mmw wmmmm“.uom inall the assessment years for which the deduction
PO o cnmﬂ. e mmm_.ﬁn Mmm””MMMM_M_“_ allowance) of such business is set-off
i allowance (e.g., i et
: It means _.M. ?@._owcm qMM mhwmb earlier assessment year to find out Pr%m_nohﬂ%eﬂ_ﬂﬁ:npzwmm}
wmwwwﬂu MMM%%EMM ”wamq this section the loss so mm«.oﬁ mJWngoﬂﬂmM”MM ro
i ived the deduction shall be ¢ ted.
Income and on the balance mwnwwﬂﬂﬁ for the purposes of eligible business ummwmqwh.m“.ﬂ“qﬂw %%Mw
th 45.5...@ i mcan._m P mmﬁq the assessee or where any £00Cs m“_quﬂmﬂmo“mﬂc_m business and, in
cm er business nmama on m.w.n_ on by the assessee are tran sferr e it ek
oFany other r:m_bmmm n___“m..ﬁza: for such transfer does not anmw_uws R
M.E%H case, the consi .ﬁm_ e date of transfer, then the profits and g
0ds or services as on
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However, the deduction
from an insurer or reimbursed by the emP
in this section. ; paid the am

Conditions for deduction : () The assesse® rmw m..ﬂﬂm;mww S ﬂm,ﬁm“. for th et
treatment for himeself or any dependant or an .nmmm ? U.h._m—.._n_. from a neurologis ¢ *.m.:ﬂ._._u.q. :_m”._xm_
assessee shall obtain the E.mmﬂ.muscn for medical trea av be Bist, an L e
urologist, a haematologist, an immunologist as the case may be. Blst, .

Explanation. ‘Dependant’ means : :

:Vtmn the case ow an individual, the Spouse children, parents, brothers and Sisterg

individual or any of them; Otk
(i) in the case of HUF, a member of the m”dm.. hi
dependant wholly or mainly on cuch individual/HUF for his support and maintengy,,
Specified diseases ) i (Rule :_n_
Neurological diseases, cancer, AIDS, chronic renal failure, Hemophilia, ﬁﬁ_mmmmasmm 4
(VIID) Deduction in respect of Interest on loan taken fox _r.—m_um.” m.w.ﬂnﬂﬂ-ou_ (See S
An individual is entitled to a deduction of amount paid by him in the previous vearh B
of interest on loan taken by him from any financial institution or an approved &&.ﬂ”w
institution for the purpose of pursuing his higher education or for the purpose of j; H_m
education of his relative. ; o
The deduction will be allowed for the previous yeat in which the assessee starts paying
interest and seven succeeding previous years or until the interest is fully paid :,.&_,&_Qma .
earlier) by the assessee. :
The deduction will be allowed if the amount is paid out of his income chargeable to {35,
Meaning of Higher Education. It means any course of study pursued after passing i,
Senior Secondary Education or its equivalent from any school, board or university recognis
by the Central Government or State Government or local authority or by any other authon
authorised by the Central Government or State Government or local authority todoso,
Relative. Relative in relation to an individual means the spouse and children of th
individual or the student for whom the individual is the legal guardian.
(VITIA) Deduction in respect of interest on loan taken for residential house property (wef.
ALY, 2017-18) (Sec. BOEE!
Who is entitled to deduction. An individual :

Deduction regarding : Interest on loan taken for residential house property.
Quantum of deduction : Ubpto ¥ fifty thousand.
Conditions for deduction :

(1) The loan has been sanctioned by the financial institution between 1.4.2016 and
31.3.2017.

(2) The amount of loan sanctioned for acquisition of the residential house property 40
not exceed ¥ thirty-five lakh.
(3) The value of the house property does not exceed ¥ fifty lakh.

(4) The assessee does not own any residential house property on the date of sanction
the loan.

Where a deduction under this section is allowed for such interest, deduction ghall not t¢

allowed in respect of such interest under any other provisions of the Act for the same or 49
other assessment year.

(IX) Deduction in respect of donations to certain funds, charitable institution, etc. (Sec ol

This section allows deduction in respect of amounts given as charitable donations andit¥
allowed to all types of assessees. el
: ny 0

Where amount of donation exceeds ten thousand wmﬁmmm,.ﬁmwcﬁmuwlmflm.& by any

e t received, ifany, u
ed by the amount | s under o«
shall be amacn_o,.ﬁ. for the medical treatment of p m_,ms:_.. «_:: Surg,
) oy g

3..5_.5“...h
|

cﬁwﬁ Emb cash.

= n_o:ﬁ?.u:m can __um classified a5 _

H_H No :nw: donations, i.e., the s_ﬁm@_ﬂs
quch donations can further be ¢ nount qualify for deduet;
(i) deduction allowed @ 1007 aﬂmﬂﬂwma as: uction.
(ii) meﬁw_w: w:%i& @50% of ::m:?ﬁ.mn Ak

sth limit donations, i.e,, th C Aty amount,

(2) Wi . » Lhe qualify 3

gross total income after deducting ﬂmm Mcﬂﬂ c_cE for deduction shall not exceed 10% of

(a) Short-term capital gains specified in n?.._sm :

(b) Long-term capital gains; Sec. 111A:

(c) Deductions u nder sections 80C to 801 )

Such donations can further be Qmmﬁmm%m”x_%_# ws 80G.

(i) deduction allowed @ 1007 5

of ifyi
(i) deduction allowed @ 509 of gm%ﬁwwnmwaéﬂ_
(A) No _..B*v.&oﬁmﬂcum where deduction is msaim% Mm.:_,.cae. i i
(1) the National Defence Pund set-up by the Central e bl
2) the Hud,ﬁnm v_ﬁn_.momim National Relief Fund: or )
(3) the Prime Minister’s Armenia Barthquake Relief Fund; or
(4) the Africa (Public Contributions—India) Fund; or ;
(5) the National Foundation for Communal Harmony; or
6) a University or Educational Institution of national eminen
the prescribed authority in this behalf; or
(7) the Maharashtra Chief Minister’s Relief Fund or Chief Mini
Fund, Maharashtra; or
8 Zila Saksharta Samitis constituted under the Chairmanship of Collector of District
for the purpose of improvement of primary education and for literary and post-literary

offorts in villages and towns with population not exceeding one lakh according to the
latest census; OT .
(9) the National Bloed Transfusion Council or any State Blood Transfusion Council; or
(10) any Fund set-up by State Govt. to provide medical relief to the poor; oT
(11) the Central Welfare Fund of the Army and Air Force and the Indian Naval mmscé_.mi
Fund established for the welfare of the past and present members of such forces or
their dependants; or :
(12) the Andhra Pradesh Chief EEmSMM Cyclone Relief Fund; or
13) the National Iliness Assistance Fund; ot : ! .
ACE the Chief Minister’s Relief Fund or the L. Governor’s Reliel Fund; or
(15) National Sports Fund to be set-up ﬂ. ﬁm mms_ﬁmm_o emé%“ or
16) National Cultural Fund set-up by the Central fx0vt. b
..NS,“ .E:M fund for Technology Development and Application set-up by the Central Govern
b j 1 idi lief
(18) MMM mcou_”@ set-up by the State anm”BBmE of Gujarat exclusively for providing rell
to the victims of earthquake in Gujarat; or <l At Cepebral Palsy, —
(19) The National Trust for zm_?_.,.w,&, persons ]
Retardation and Z&zu_m Disabilities.
(20) National Children’s Fun ik,
(21) Swachh Bharat Jpeh b 20 e b Omuﬂ.—mu m._omﬂ,ﬁ%mbmm Fund set up by the Central
(22) Sum donated by & resident assessee to the A
Wocanugmbn,n . @) or (22) the wwuﬂ_mup should not be made from Corporate ocial
owever, unde
Responsibility Fund. e
(23) National Fund for Control A uj.um .P_w allowed @ 509 are as under :
(B) No limit donations where um@ﬂ%&.
(1) Jawahar Lal Nehru Memoria, ? .

381

ce as may be approved by

ster’s Earthquake Relief




INCOME TAX

(3) Indira Gandhi Memorial Trust:

”%. %zh__._,_muﬂﬂﬂrwﬂwwmﬂﬂﬁ.r deduction is allowed @ 100% of qualifying apn,
1 1mi b

quthority, institution or associat

(1) The Government or fo any m:n#m._ﬁ”.__”ﬂw_m._m_ﬁ%%_o;uﬂ:._ma o be utilized £
approved in :i.w G.wﬁm: JM the Ce
promoting family planning. i ic Association or any oth

(2) Sums paid by a company to ﬂg.:i_wbmmﬁwﬂhw& by the Central Qwo«.mw
or institution established in India an i ggnas it ndin or

(i) development of infracture for sports Yoty
(ii) for sponsorship of sports and games In _w ed @ 50% of qualifyin

(D) With limit donations. Where deduction 1s allowec el ﬂ_mBoE..f

(i) The Government or any local authority to be :n._:um or any charitable purpgg, othe,

than the purpose of promoting mm.Eb.w ﬁ._m:busm,, oﬁ din India f b

Any other fund or any institution which is established in a for a charitable

if i following conditions : .

MM,JM%MGHM is not Em_sm& in total income under sections 11 and 12 of
Tax Act, or it is Regimental Fund established by armed forces of the Unigy, for th,
welfare of the past and present members of the force or Hdm_w.ambmbmmuﬂmp

(b) under the rules governing the institution or fund no part of the income or assets (f the
institution or fund can be used for non-charitable purpose;

(¢) the institution or fund is not expressed to be for the benefit of any particulay re
community or caste; ; .

(d) the institution or fund maintains regular accounts of its receipt and e

(e) the institution or fund is a public charitable trust or is registered under
Registration Act, 1860 or under section 25 of the Companies Act,
University established by law, or is any other educational institutio
the Government or by a University established by law, or it is an institutio
established in India for the control and supervision of the games of cricket, hockey,
football, tennis or any other game approved by the Centr:

al Government, or is g
institution financed wholly or in part by the Government or a local authority; and

(f) the fund or institution is approved by the Commissioner;

Any authority constituted in India by or under any law enacted either for the purpose

of the dealing with and satisfying the need for housing accommeodation or for the

.wm_cﬁo% of planning development or improvement of cities, towns and villages or for
th; or

Any corporation established by the Central Govt. or any State Govt. for promoting the
interests of the members of a minority community; or
The sums paid by the assessee in the previous year as donations for the renovation o

repair of any temple, mosque, gurdwara, church or any other place which is notifiel
by the Central Government in t

the ¢ he Official Gazette to be of historic, archaeological
m;_mrn importance or to be a place of public worship of renown throughout any State @
tates,
Conditions for allowing
(i) Not in kind. No deduction will be allowed under section 80G unless the donation it o
a sum of money. It should not be given in kind. d
Donation should not be given for the benefit i igi e
] e give of any particular religion, class, ¢re®®
MMEM,.__:E._%?_mK. Denation given for the benefit of scheduled castes, scheduled :__ﬂ
o,.M um»m_.mw ¢lass or women or children are not for any particular religious commu™!
(iii) Where an institution or fund incurs
5% of'its total income during a
for deduction under t

Oun .
10n 5

5
the @ b

E,woum of

er asspp

a)
Nment q.oq ‘:._H_

(ii) Purpog,

.n_.u.m hmngm

ligious
un—u.mﬂn—mﬂs.gn

the Societjes
1956, or sy

n recognized by

(iv)

(v)

deduction under this section :

(ii)

¥ ‘ua
expenditure of a religious nature, not exceed®

. ..u_m
: 1y previous year, such institution or fund shall belig!
his section.

DEDUCTIONS TOBE Mapg IN COMPUTIN

kb association or institytig
of m:ng:.mm‘mﬁo_.; in Indig
specify by notification, shal
charitable purpose.
,p by step procedure of caleulating dedy, tion ] ,
W_w.cb dd up m:rmuunoéa donations v/s mcm | on uls 80G
ind out the maximum limit of quajifyine . _ v of 35
(2) Fin e dualilying amount by calculating 10% of G.T.1. less
G) %nc&.ﬁﬂ wss 80C to 80U except ws 80G; (i) LTCG: (iii) STCG ws 111A.
(3) The qualifying amount for with |jmj; donations will be restricted to the limit deter-
H_._w_..vmm as per (2) above,
Add to the amount determine

G TOTAL INCOME 383

A n havi g ALy ;

(iv) of E._nﬂx as 118 object the control, supervision, regulation

1 b Bames or sports as the Central Government may
e deemeq 1,

0 be an institution established in India for a

4) el d under (3), the total of all donations which qualify
‘without limit.

(5) The aggregate amount as Per (4) above is the total qualifying amount. :

(6) From the figure arrived at in (5) above, pick out those donations which are 100%
deductible and total them up.

(7) Deduct the total of (6) from the total of (5) and find out the difference.

(8) On the figure obtained in (7), find out 50% of it.

(9) Add the amount as per (6) and as

per (8), the resultant figure is the amount of deduction
allowable under section 80G.

tration 9 . . .
hh..aaguu Vivek’s G.T.L for the P.Y. 2015-16 was 7 5,00,000. He made the following donations by
s :
%mﬁ_mm Maharashtra Chief Minister’s Earthquake Relief Fund—2 10,000.
(b) National Foundations for Communal Harmony—2 15,000.
(¢) ¥ 10,000 to an Educational Institution of National Eminence.
(d) ¥ 5,000 to National Children’s Fund. : :
(e) To Municipal Corporation for promotion of family planning—% 40,000.
(f)i To Minority Community Corporation (Notified)—=% 25,000.
Compute his taxable income for the assessment year 2016-17.
Solution
Computation of Taxable Income .
(for the Assessment Year 2016-17) Z e e
Gross Total Income 5,00,
Less : Deduction u/s 80G :
(1) No limit donation, deduction allowed 100% :

L000

(@MCMERF i

(e)ETof NE W.OOQ

(d) N C F—= 5,000
(2) With limit donation ¥ 40,000 + 25,000

Qualifying amount 10% of GT 1% mc_.ocu o00. 40,000

(a) Deduction @ 100% for ?.Emm. planning .MM_ % 10.000 5.000 85,000

(b) Deduction @ 50% for Minority Community Taxable Income 415,000

E_.Rwﬂnu..mam_wae Prasad. whose gross total income is 7 48 lakh, makes ﬂﬁﬁﬂﬁém donations by
theques mxnmnmﬂ donation mentioned in (xii) during the previous year !
(i) ¥ 50,000 to Rajiv Gandhi m._cﬁun—m:ﬂﬂ e T
(ii) ¥ 1 lakh to Prime Minister’s UE;% S ity Mmoo
(i) ¥ 25,000 to National m.oﬁnmmsca for O (s
(i) 25,000 to Prime Minister’s 0" thquake Relief Fund.
v) % mm“occ to Prime Minister’s Armema Earthg

Vi) ¥ 25,000 to Swachh Bharat Kosh.
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-— - e : i revi :
2. Item eligible for deduction- >Bc_.:hﬁ %vom;ma during previous year jp the e
scheme notified by the Central Government. . 1 o
3. Quantum of deduction : (i Amount deposited by the employee or 10% ¢ his
whichever is less i i i B
(ii) In case of other individual, upto ten percent of his gross total income in HJM Previgy,
_ o ec. Bopp e
[Whether or not any deduction i$ allowed cna,m_._mnmv cm.m“w:nu%%as:_. uPto ¥ 50,009 mf.
deposited in pension scheme and it will also be eligible _u_.% i duri g mcooc._m_a .
If an individual deposits money in the »”wu m_mnwﬁuﬂw Nwmum uring the PY, y, ﬂs:m__m
; : e cas - ]
deduction w/s 80CCD(1) or ws 80CCD(1B), as [Notification No. SO 529(E), Dateq 19 )
((iii) Amount contributed by the Central Government/other employer or 199 of .”MMT
whichever is less. . : ; s mcommc__wf_..
4. Where any amount has been allowed as a deduction under this section, no deductigy, .|
reference to such amount shall be allowed Ws 80C. . ) Wi
5. Tax liability. Where any amount (in respect of which a ammﬁnﬁoﬁ has been alloy
together with the amount accrued thereon, is qmnm.:.mm by the assessee or his nominee (wh ™
part) or pension is received in the previous year, it shall be chargeable to tax as the FSQM .
)

that previous year.

Exceptions : (1) Where the assesse
pension scheme and uses it in purchasing an annu
not be liable to tax.

[(2) Any amount received by the nomine
or his opting out of the pension scheme refe
not be liable to tax—w.e.f. A.Y. 2017-18]

Explanation. ‘Salary’ includes dearness allowance if the terms of employment so provigs
but excludes all other allowances and perquisites. _
(IV) Aggregate amount of deductions

The aggregate amount of deductions un
80CCD(1) shall not exceed T 1,50,000.

The deduction of upto ¥ 50,000 w/s 8
provided w/s 80CCE.

The amount contribute
included in ¥ 1,50,000 limit.
Hlustration 6

During financial year 2015-16 Ram deposited

¢ withdraws the money, in the previous year frop, .
ity plan in the same previous year, it gwu_

e, on the death of the assessee, on account of clogyy
rred to in Sec. 80CCD(1) or Sec. 80CCD(1B) shy|

(Sec. 80CCE)
der section 80C, section 80CCC and section

0CD(1B) is in addition to the overall limit of ¥ 1,50000

d by the employer in pension scheme [(u/s 80CCD) (2)] shall not be

the money as under :
f

1. Public Provident Fund 90,000
9. Pension scheme of the Central Government @ 15% of his salary. 1,50,000
A matching contribution was made by the employer.
Compute the deduction available to him from his gross total income.
Solution
Computation of Deduction available from Gross Total Income

(for the Assessment Year 2016-17) i
1. PPF w's 80C 9o
2. Pension scheme u/s 80CCD :

00000

w/s 80CCD (1) 10% of salary

DEDUCTIONS 0 8 pape COMPUTING

Restricted to T 1,50,000 /s — TOTAL INCOME o
Additional deduction ; E —
s mwoo_w O Aa T 50,000 _
er’s cont : ) J
Employ ntribution upto 10 of salary H mm.mmm
i Deductible Amount 3.00,000
4uction in respect of investment in listed equj 3,00,
(qvA) D€ et individ ent in listed equity shares etc. (Sec. B0CCG)
{Where a resicent IEcivi ual acquires listed equj :

)or listed units of an equity oriented fund equity shares (in accordance with a notified
chem®) % ted in such equity shares or units he shall be entitled to deduction of 50% of the
MEBE.: 3 units during the previous year or ¥ 25,000, whichever
X _mm_m. nditions for deduction :

i) The e S tal income of the assessee does not exceed twelve lakh rupees.
(i1) e el «m.am__ investor, as may be specified in the scheme.
(iii) Hwﬂquwﬂ-ﬁmuw is made in such listed equity shares, or listed units, as may be specified
in the scheme.
(iv) The investment is locked-in for a period of three years from the date of acquisition of
shares or units.
(v) The assessee can invest and get deduction for three consecutive assessment years.
| peginning with the assessment year relevant to the previous year in which the listed
equity shares ¢ listed units of equity oriented fund were first acquired.
.y Any other condition as may be prescribed. _
:m.“&m assessee fails to comply with any condition in any previous year, the deduction allowed
| shall be deemed to be the income of the assessee of such previous year and liable to tax.
. (V) Deduction in respect of Medical Insurance Premia (Sec. 80D)
| Who is entitled to deduction : (i) An individual;
(ii) AHindu undivided family. .
Deduction regarding Medical Insurance Premium.
Quantum of deduction :
1. Individual : , 3l
(a) Forself and family (spouse mmba.n_mumummnn children) ”wﬂ e
arents—additional deduction o
- M.ow.:ﬂ& or (b) there is senior citizen or very senior citizen upto ¥ 30,000
(¢c) Ifin(a)any member is very senior citizen and the chF””
is paid on account of medical expenditure and wmh_.”wow:
has been paid as health insurance premium for — 30,000
i ior citizen and the amount is
(d) Ifin (b)any parentis VEryBeIton e nount hiss
; paid on account of medical expenditure ﬁw%wa?mcw upto? 30,000
id as health insurance premiun d
hego pe =8 i jand (c) shall not excee
The aggregate deduction urdar @ upto? 30,000
toz 30,000
The aggregate deduction under (b) and (d) shall not exceed up
e
2. Hindu undivided pe remium for the members of the *.EE_K upto¥ 25 ,000
dical insurance P i : _ citizen or very senior
. Wwﬁm member of the fam ily is seniot ciasec upto ¥ 30,000
itizen ; senior citizen and the
(b) m. any member of s M:Hmw... oﬂhmwﬁ_ expenditure and % :
mBo_.EMﬂ Mm%mﬂ_ MMM as health insurance premium 10 upto? 30,000
oo upto ¥ 30,000
i ; d(b) P
Wﬂmm&mw& deduction under (a) a0




f..t\
- _ AX
& INCOME T

p— 'DEDUCTIONS o e
s : .n . =0 10 BE MADE N cous = .
Pt e , = BE MADE IN COMPY TG Tomat oo — |
3 s Bkl (through any mode other than cash) Medicq) ; =1 s The assessee nominates the g ~OMPUTING TOTAL INCOME : 579
or exampie, av Mdivicas’ 9 Mugy, (7 ° 1 behalf or for the benef; disableq dependang o
pPremium as under : g ity nt on : nent of dig; Or any pthe .
(i) For self, wife and dependant children ¥ 22,000. po :mm:__.—_:m assessee n_.ﬂ_mq“_wzm mmaﬂasa:mmah.u_wmumh_&m:# e st g
(i) For parent(s) ¥ 27,000. 000 = ¥ 47,000 . rity in the prosen . form along with “rnish a copy of certificate issued by the medical
The deduction shall vw,m:oimn_ Mmﬂﬂm”wh m..ww: be allowed ¥ 22,000 + 27 g - ==hwﬂ.oq which Q._M nmmﬁmn.”o,n 15 claimeq the return of income in respect of Hrw assessment
=4. a parent is senior citizen w_.,wh._._ heme for insurance must be framed 1, =2 .5._.,__5 i (iv) Where the H.MO% ition of &mpUEQ requires
I Somtigions J8r dedugtion : 1) e muoc& by the Central Government or m:{w 4 Geng ulated 10 s M"mem. a new certificate shall awm.wm.mmmami o ihcextant slvae & peried
mﬂwcwwuwmqwaﬂﬂﬂwoﬂmﬁmu% mm._mw_mca. and Development Authority. T mamcﬁ ““__..M._ _uammnﬂﬂﬂm%ommﬂmﬁnomnﬂ%mnﬂrmam.”, i be ?Saorhw _Mm_ﬂmﬂ“nﬁhﬂm Emmpnm_ mw G _m,
P : = ) ee fa1 » 10m shal] ( i e return of income
(i) The amount should have been paid out s .uao_ﬂm nrmﬂmwc_ﬂ e %mmmmw.mni ed dependant dies before the Hmwﬂcsma under this section.
(iii) The amount should have been paid by any mode of paymen other than cagh. ited shall be deemed to be the wunc_.zmno: m.__. the Assessee : In such a case the amount
Deduction in respect of preventive health check-up ws 80D. The provisions in thig cong %mcwza is received. € assessee of the previous year in which the
are as under : ety om0 Ex lanation. ‘Dependant’ meang -
1. The expenditure on preventive health check-up (for self, spouse, dependent chi E.u:._ the case of an individual, the spoyce
and parents) shall not exceed in the aggregate ¥ 5,000. tldre, individual or any of them; . pouse, children, parents, brothers and sisters of the
2. The payment can be made by any mode n_w v,quumﬂ _:n_:&sm cash, i) in the case of HUF, a member of th
3. The eligible deduction shall be allowed within the overall limits prescril, holl ; L ~.E F,
gi ed (3 95 ™ pependant wholly or mainly on such individual/HUF 1 hi d mai d
T 30,000) S0 has not claimed any deduction ws 80U ; ¥ for his support and maintenance, an:
Hlustration 7 who ! to the previous year In computing his income for the assessment year
From the following information compute the deduction avilable u/s 80D regardip, qm_wﬁﬁm?.aa 8
of medical insurance premium by cheque : £ Payme, Tus 4 . .
Following are the particulars of income of Shri Amarnath for the previous year 2015-16: ¥
1. MIP for self and spouse ! ) inpes Fror Slacy (Croes) 4,60,000
2. MIP for father aged 70 years 23,00 {£) Reakel Meord ok Hasins Py 36,000
: 3 ;1) Profits ol business 20.000
3. Paid for preventive health check up : How | i) Pre : : 2,20,
ey mu_u._ i :.MM ealth check up m During the previous year he paid by cheque 7 27,000 as premium on the insurance of the
(b) Father 2000 health of himself and wife. During the year the assessee claimed ¥ 1,500 for the illness of his
Solution 6,000 wife, which were duly received from the insurance company. The unmarried disabled sister of
& il e - Shri ?ssgmwr_ is n_mnﬂmsnmi wholly on him. Shri Amarnath spent ¥ 19,000 on her treatment
omputation o uction regarding MIP and training during the previous vear.
1. Self & spo ? y Compute the total income of Shri Amarnath for the assessment year 2016-17.
y TZ.%EW% ”Mm:.r check up NMMWM T Computation of Total Income
Maxi : Mm“c_uc (for the Assessment Year 2016-17) T T
g f.,“w__“ﬂ___x:._m M%ﬂwn:cn J:asm_u_m T 25,000 25,000 1. Income from Salary 4,60,000
_ g years 24,000 Less : Deduction Nil  4,60,000
Preventive health check up , 2. Income from House Property (AV.) 36,000
(% 6,000 - 2,000) allowed deduction under 1 Less : 30% of AV. 10,800 25,200
M_“ maximum ¥ m.ﬂco under 1 and 2 (5,000 - 2,000) 3,000 27,000 3. Profits of Business 2,20,000
aximum deduction allowable ¥ 30,000 Gross Total Income T 7,056,200
Total Deduction 52,000 Less : Deductions : w/s 80D (Max. deduction ¥ 25,0000 25,000
(VD) Deducti . - 1 E
isa hﬂwﬂ:&%&ﬁhﬂﬂﬂ:ﬂwﬂsixsg including Medical Treatment of a Dependant a_mg i Total Income AR 2 Wﬂw..mﬂm
Who is entitled to it : Resi SR, ; (Sec. 80D
Who et o 1 Reident il o i v il | VR A e
nursing), training and ashﬁ_ﬂ“: (i) Expenditure incurred on medical treatment (includiné |

It provides for a deduction to a resident individual or a resident Hindu Undivided Family for
oy | Pl i e i it _ expenditure actually paid on the medical treatment ofindividual himselfor a dependant or any member
" wzmﬁhmwuﬂw_nnﬁ WME or deposited under any schops framed by the L.LC. of India or 2! _ of Hindu Undivided Family in respect of diseases or ailments which may be specified in the Rules.
g e Administrator : 2 y the L.I.C. ) s id or T 40,000, whichever is less.
G o b mow”_ w%mwﬂ“__w“.adnﬁﬂwwﬂw and approved by the Board. Quantum of deduction : (i) Amount paid or 2
(b) For severe disabilit -

3 i : soniar citize v of 60 years or more, the
(ii) Where the payment is in relation to a senior citizen of ;F. age of 60 3

s Yovove ¥ ¥ 1,25,000. deduction shall be allowed amount paid or 2 60,000, whichever is less.

et mﬁﬂ! p_um_ ) “M.:o ”M_.EBF. provides for payment of annuity or lu mp-sum amount for the th (i) Where the payment is in relation toa ,_...M. .n%_ﬁo”,ﬂ““ﬂm“_ M“.. Wﬂﬁmﬂ. of 80 years or more,

the deposit has been sm.a..?,.,sp after the death of individual or member of H.U.F., in whose "™ ¢ deduction shall be allowed amount paid or ¥ 80,000, SRR
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If such certificates are purchased on or after 1.4.2012 but before 1.4.2013, the :._5_..?

accrue as under on an mnuﬁmmﬁaunuvme|~c@.n o e = = shy)
Year 1 g 5 B :m% ~ 15.34 .Em.- ~ 8
Interest 910 993 1083 1181 1289 14.08 22 T4 189§ _5
If such certificates are ng_.n:mmmm on or after 1.4.2013, the interest shall ACCrUE 5 %
on an investment of ¥ 100 : . g,
Year et s e S e S O T
Interest 599 950 1068 1164 1269 "13.83 1508 1643 1797 10 |

Note - In case NSC IX Issue purchased on or after 1.12,2011, 10th year interest is not re-invested, hengg, ;. 2
10th year will not be eligible for deduction.
(b) In case of Hindu Undivided Family s
Deduction shall be allowed in respect of the following sums paid in the previous ye _
family : AR rfrm
(1) Premium paid for insurance on the life of any member of the family.
(i) The qualifying amount of any premium or other payment made on an ing, _
policy issued before 1.4.2012 shall not exceed 20% of the actual capital sum mmh o
(ii) The qualifying amount of life insurance premium On an insurance policy mmm...w&_.g. _
or after 1.4.2012 shall not exceed 10% of the actual capital sum assureq, "
(iii) The qualifying amount of life insurance premium on an insurance policy issyeq
or after 1.4.2013 shall not exceed 15% of the actual capital sum assured if it mwg
the life of a person who is (a) a person with disability or a person with sey o
disability; or (b suffering from disease or ailment specified u/s 0DDB. bl
(2) Contribution given to Public Provident Fund in the name of any member of the fan; |
(3) m:vmavmougz.ﬁ:onm&mgclmmmo?g Central Government or a notified deposit schey: |
(4) Contribution for participation in the Unit Linked Insurance Plan, 1971 of the Uy
Trust of India.
(5) Contribution for participation in notified Unit Linked Insurance Plan of the Li¢ |
Mutual Fund. _
(6) Sum paid to effect or to keep in force a contract for such annuity plan of LIC of Indy
or any other insurer as the Central Government may notify. _
(7) Sum paid as subscription to any unit of Mutual Fund or from the Administrator u
specified company under any plan formulated in accordance with such scheme as tie |
Central Government may notify.
(8) WMH_DW paid to notified deposit scheme or pension fund set-up by the National Housing |
(9) Subscription to notified deposit scheme of :
(a) a public sector company which is engaged in providing long-term finance for
construction or purchase of houses for residential purposes; or o
(b) any statutory authority formed for satisfying the need of housing accommodatinn, |
or for planning and development of cities, towns or villages or for both. _
(10) Payment of instalment under self-financing scheme or instalment for H.%mugumaa _
loan taken from prescribed authorities/institutions for purposes of purchase or @
struction of a residential house. _
However, the deduction will not be allowed till the house is completed. The incom® m,_%
such house should be chargeable to tax under the head ‘Income from House Propert” 3|
(11) Subscription to eligible issue of capital by a public company registered in India %
public financial institution. fnd
(12) Subscription to any unit of Mutual Fund [Specified in Sec. 10(23D)] provided the . _
utilises the amount of subscription to subscribe the eligible issue of capital of any Bﬂ._ﬂ»_,.w
(13) The term deposit for a fixed period of not less than five years with a schedule
in accordance with a scheme framed and notified by the Central Qoﬁﬁdamﬁﬂm Rurd
(14) Subscription to such bonds issued by the National Bank for Agriculture 2%
Development, as the Central Government may notify.

Whereg o

DEDUCTIONS TO BE WARE i
= ————~ = 10 BE MADE INCOMPUTING Toma, INCOME

A i ® = 2 -
. n Five 73
(15) peposit 1 ._: Year Post Office Time ik & 37!
T TUF = - d; sit Account
et L1 HUF cannot open a new PPF A1 o 2 ]
Notes not be allowed, W PPF Alc afier 12.5.2005, Further, extens; ¥
z er, extension of exis s 5 AN
(2) H.::‘., cannot invest in NSC VINI Issye or Ngc X1 G
T e Tk
gration ¥

[ilu the following particulars i ;

m 3 3 5 1n respe P i

o allowable to im s 80C o AT e A oot SR SR
de (i Life Insurance Premium (on his own life) Policy taken in 2011 22000
(i) Sum assured on the above policy ’ :

(i) Ooaﬂ.—..mdﬁn_,a: to :bﬂ.m_ncmdwmmn provident fund w.cw_.w_ww
(jv) Contribution to public provident fund o 600
) gubscription to National Savings Certificates (VIII izsue) 18,000
(vi) Accrued interest for one year completed N..C. (VIII issue) 8.000
(et Lafe insurancs Freuiin (on his mother’s life policy) 5.000
(yiid) Repayment of Bank Loan borrowed for construction of the house 21,000

golution ;
Computation of amount entitled to Deduction w/s 80C
(for the Assessment Year 2016-17) 3

(i) Life Insurance Premium (on his own life) 22,000
(Premium does not exceed 20% of sum assured)
i) Ocﬁﬂ.?ﬁ..ﬁﬁ to Public Provident Fund wu.c_:n_
(iii) Subscription to N.S.C. VIII Issue ) Ewww
) Accrued Interest on N.8.C. VIII Tssue deemed to be re-invested 8,

(v) Life Insurance Premium on his mother’s life policy " nwﬁw
i ayment of Bank Loan taken for the construetion of the house 21,00
i Amount entitled to Deduction 7 164000
Maxi limit of qualifying amount under section 80C 1s ¥ H..mcboa.
Note ngwﬁﬁﬁdagoﬁﬁm@ Provident Fund does not qualify for deduction ws 80C
tration 2 | . »
o mwoﬁqﬂrm following information compute the amount mn_._m_ma to deduction under sectton
i ssment of Mr. X for the assessment year 2016-17: _ _
80C :w wr_..m%%”mﬁwunm policy of ¥ 0,000 on own life taken in w_o._.u, premium ﬂawamqucwmo
9. Life insurance policy of ¥ 15,000 on married daughter’s life, premium pa b o e
3. Life insurance policy of % 40,000 on wife’s life taken on 1.5.2012, premium P !
4. Contribution to Recognised wqci%aﬂ ﬁ:ﬂw M%%.go.
5 Contribution to Public Tc&uﬂﬂ.ﬁﬁu@« 000.
6. Group insurance premium pal ,200. .
T Zmﬂbﬁaa Savings Certificates VIII Issue wﬁﬁ.ﬁwﬂmﬂ_ m—mﬁmﬂﬂw .
i Zme._osmw DEYInER Oo, . s en in 2006 to
8. Accrued interest on o 10 of % 25,000, The i ons b
9. Loan EmEBmW_.V nﬁww o e vesidential purposes.

purchase a D )
10. Tuition Fees paid of his son X 15,000
Solution : Deduction u/s 80C
5 ant entitled t0 M
Oca.-u:—vﬁc_ma“ﬂww.ﬁmmm%asa Year 2016-17) k4
#,000
. wn life
1. Life Insurance Premium o2 7 f assured) : 1.000
LU gum ASSULET" ualifi deduction) ’
(Max. qualifying amoun® 10% 9 *3 daughter’s life 0L e 4,000

2. Life Insurance v_.mB.:”_BEowhniﬂJ 2
3 Li Premu ure
Kafe T 10 o 0 ass
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. Contribution to R.P.F.

. Contribution to PP.F.

. Group Insurance Premium
. Purchase of N.S.C. VIII Issue

_ Interest accrued on N.S.C. VIII Issue deemed to
. Repayment of loan instalment t0 L.IC.

. Tuition fees

be re-invested

ed to Deduction
d to ¥ 1,50,000.

me""mul.;_

Amount entitl

Qualifying amount for deduction w's 80C restricte
Hlustration 3 A
pute the amount entitled to deduction ws 8o i

55..,_,.

From the following info
Tax Act for the assessment year 2016-17 : ;

(1) Premium paid ¥ 5,000 on life policy of his own life.

(2) Premium paid ¥ 16,000 on life policy of his major sons Life.

(3) Premium paid Z 1,000 on life policy of his married daughter.

(4) Contribution to RPF ¥ 5,000.

(5) Contribution to PPF ¥ 4,000.

(6) Investments in NSC VIII issue ¥ 10,000.

(7) Deposits in Home Loan Account ¥ 8,000.

(8) Contribution to ULIP ¥ 5,000.

(9) Life insurance policy of ¥ 1,00,000 taken in 2015 o

out of Agricultural Income.
amount entitled to Deduction u/s 80C

e

rmation com

n wife’s life, premium paid 3 80

Solution Computation of
(for the Assessment Year 2016-17) :
(1) LIP on own life 5,000
(2) LIP on major son’s life (Qualify for deduction) _m,ﬁ_ﬁv.._
(3) LIP on married daughter’s life (Qualify for deduction) Lﬁ
(4) Contribution to RPF m_g._ |
(5) Contribution to PPF 49
(6) Investments in NSC VIII Issue Z.E_ |
(7) Deposits in Home Loan Account m__§
(8) Contribution to ULIP 5,000
(9) LIP on wife’s life (Qualify for deduction) 8000
Amount entitled to Deduction 62,000
Note - Now the condition, that the payment should be out of taxable income, has been removed. However, the nslrnmm‘,_.
amount shall not exceed the total income or T 1,50,000, whichever is less. _
Hllustration 4
.Om_namom the qualifying amount under section 80C for the assessment year 2016-17 from
the information given below :
F. 7 4,000

(a) Em insurance premium paid ¥ 20,000 on his own policy.
(b) His own contribution to R.P.F. ¥ 5,000 and employer’s contribution to R.F )
ut of whit

(¢c) Repayment of loan taken for construction of resi i 0
Bepaymons o s of residential house ¥ 80,000 0

(d) Purchased NSC IX Issue of ¥ 10,000.
(e) Contribution to Family Benefit Fund ¥ 1,000.

£1) >,n2.1mn~ interest on NSC (VIII issue) amounted to ¥ 1,000
P h .w_ Life Em:ﬂb@ u”mﬂacg paid by him on his brother’s m_.wm _u.c:&u was ¥ 5,000.
olution omputation of ifyi i
_ B s e e ﬂ
(a) LIP on own life 2000
500
50000

(b) Contribution to R.P.F.
(c) Repayment of loan taken for construction of residential house ¥ 50,000

DEDUCTIONS To
t3 1O BE MADE |
 COMPUTING TOTAL INCOME 375

, A._m.h. nE,n:mmma )
pLW i o :.mcﬁﬂn_u.ﬁ to m,mu.::u\ WO:mmﬁ .m,_c__-.n_ (Does : 10,000
o ,P.q...._.ﬁmm interest on N.S.C. 9 not qualify for deduction) —
_% LIP on brother’s life policy (Does not qualify for deducti 1,000
A tion) =
fion 0 Qualifying Amount 86,000
a
.inh:_. ving age of 68 yea .
maawmw R yoars famishog the following information for the assessment year
__ucn—mnu\_q .
' 3 i X ¥
o) Paymen? of life insurance premium on own life—Policy taken in 2011 18,000
(@) policy value ¥ 2,00,000) :
(p) Payment of life insurance premium on the life of the wife 5,000
(Paid out of agricultural income)
(¢) OWn contribution to w::.mnomammn provident fund 12,000
) Contribution to Public Provident Fund 30,000
(e) Accrued interest on N.S.C. (VIII Issue) including 6th year interest of 2 1,500 4,000
(f) Deposit in Sukanya Samriddhi A/c 20,000
amount /s 80C.

Ooa_ﬁ:g Q:.m_mm.unﬂm
Computation of Qualifying Amount w/s B0C
(for the Assessment Year 2016-17} ¢

Solution

(a) Life insurance premium—QOwn life . 18,000

(Premium does not exceed 20% of sum assured, hence fully qualifies for
deduction) ) i s

:fe insurance premium—wWie .
MWW Mwmﬂnw:mcn to unrecognised provident fund (Does not qualify for B
deduction) 55680
(d) Contribution to wmwz & & il b
d interest on N.5.L. ssue . :

e mbw.ﬂwwwmm.. interest is not re-invested, hence, does not qualify for deduction! 5060
Sukanya Samriddhi A/c o 28500
Amount 75,900
SulI (Sec. BOCCC)

(f) Deposit in
i i i ds
jon in respect of ni&ﬁ_ansaaaﬂuvﬁhau__ﬁ . _ o

O eovides ra mmmm....m..“a to an individual for any mBacaw _um.a MMMM%MMMW‘?M_MMHH”

i i Corporation of Indiaor any other insur' rece i
wm::%z ﬁoﬁﬂﬂmﬂﬂ W Mumﬂwﬂﬂa Hmﬁwg ). The deduction under this section1s the amo

m e ’

so paid or ¥ 1,50,000, whichever is less.

It provides fo

ble to tax.

isi e chargea
his incom B the maturity date of such

Conditions for deductions )
i aid out of
(i) The amount should have been P b annuity before |
i i inee surrenders £4¢ i minee, as the
ann i HM._._&rm mmmmmmmw ,.wwwummmﬂﬂﬂ_wbw Mwumzm in the hands of the assessee or his nom1
uity, the surren ; , o
ty f the receipt: his nominee as pension will be taxable in the
or his w5 |
deduction

_ rof its
ay be, in the Y& &' "0 ccC mo

case may be, in the year @
ceived by the assessee
uction under section

(iii) The amount recer case m
hands of the assessee or his noﬁnmm.uwmcw_,._m

(iv) Where any amount _Hm_ncm allow _
with reference to such amount mrm. . to pension schem
(II) Deduction in respect of contributi o

he Central Governi=re.

1. Who is entitled o it : (VA2 €777 ¢ other employer, or (1)
on or after 1.1.2004, or (ii) an empe
individual.

rnment
e of Central GoVEr g, 80CCD)

been m.v—uo.ﬂﬁam.w
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However, deductions are not allow

ed a 1 > . o I " e
111A and long-term capital gaine. gainst short-term capital gains specified in Sec.
3. If an association

s of persons or a body of individuals ig entitled to any of the deductions
referred to in sections 80G, 80GGA, 80GGC, 801A, 80IB, 801IC, 80ID and 801 & member
of the assomgtlon IS not again entitled to claim such deduction in his own assessment in
respect of his share in the income of the association. This is to prevent duplication of
deductions. ;

Where deductions under sections 10AA or 80IA to B0RRB have been claimed and
allowed against the income specified in these sections for any assessment year, the

deduction in respect of such profits and gains shall not be allowed under any other
provisions of the Act.

. Where the assessee fails to make a claim in his return of income for any deduction in
sections mentioned in 4, no deduction shall be allowed to him thereunder.

DEDUCTIONS IN RESPECT OF CERTAIN PAYMENTS

i ' tribution to Provident Fund, ete.
U Deduction in respect of Life Insurance Premium, Contribution to e
(A) Assessees entitled to deduction : Py .
(a) an individual; or (b) a Hindu ggd(;ggled family.
(B) Quantum of deduction : UptO_ 4 .1, ,UUU.
(C) Eligible payments and depostts :

W I Case of an Individual
y Sum:l;ajd or deposited in the Pr:uranc e on the life of self, spouse or his or her child;
1) to effect or to keep in force an 10 premium or other payment n;ade '2111 23 r:zn;::ls?rr::;
(i) The qualifying amountzfglzlglan not exceed 20% of the aﬂ;?r ;2(1;1 ;olicy S m.:
policy issued before 1.4. f life insurance premlcu:n a{iI:::I?ital sum assured.
(i) The qualifying amotnt o t exceed 10% of the acta n an insurance policy issued on
or after 1.4.2012 Shautnt;}f life insurance F‘;ﬁ?%; capital sum assured if it is on
(ii) 'grﬁi;;u:llifi'i;glgrgﬁgﬁ not e:;ce;ea :}22’;; with disability or a person with severe
er 1.4. i (a
the life of a person who

i ified w/s 80DDB.
ing from digease or ailment specifie
isabili fferin
disability; or (b) su

vious year by an individual :
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CIATION OF
ND

When ty
erty for the purpoge . "WO Or mop .
pmghe 3];rumcotionucl;fl‘ja .OPftp g Income, orivpersons e clate themselves for managing a
3ar for 81 g Join enterprige th en there jg 5 combination of persons fo
ded that it is not a I > <Y are said to 1, s s
grovic : th ndu undivideq famil ave formed an association of persons
* gsociation I:Iusd e one for the Purpose of PI'OdllCiI{’g .10, company or a local authority. The
00 Body of Individuals. When tw Hicome.
tis called body of indiViduals_ 0 or more individuqgls associate themselves to earn income,
It should be noted that
e firm. In both the aforegajq cases there should not be an agreement to form
00
. lomputation of Share of a Member of Association of Persons or Body of Individuals
00

g (Sec. 67A)
The share of a member of AOP or BOI in the income of the AOP/BOT (when the shares of
00 the members are determinate and known) shall be computed as under :

(1) Any interest, salary, commission or other remuneration paid to any member in respect
e if the prevgous year shallarge deducted from the total income of the AOP/BOI and the balance
e #eertained and apportioned among the members.

i to a member under clause (1) is a profit, any salary, interest,
- (2,)'I_f the aT];mnt ﬁﬁgﬁ:ﬁﬁi paid to the member by the AOP/BOI in respect ?f tl}lle prqmgﬁi
Fearn:]f:;f g;r gd ?&? the amount, and the result shall be treated as the member’s share in
: adqae ’
tome of the AOP/BOL.

lause (1) is a loss, any salary, interest,
i to a member under ¢
(3) If the amount apportioned

i he previous
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INCOME TAX

(1) If the association of persons or body of individuals is taxed at the maximum y,, .
rate or any higher rate, the share of member shall not be included in hig 1, ﬁmsﬁ
at all. . “ome

(2) 1f no income tax is chargeable on the total income of the association or heg, the
of a member therein shall be chargeable to tax as part of his total income, ang _z.p

will be allowed. .

If tax has been paid by the association or body at normal rates, income gy shal]

be payable in respeect of such share, although it shall form part of tota] income ¢ 0t

member. It means on such share income tax relief shall be allowed at the averg f the
of tax. R Tate

8 —uﬁg

reh ate
(3)

TAX LIABILITY

Charge of tax where shares of members in association of persons or body of individugjg
unknown (Sec, pm.wmo
(1) If the individual shares of the members of an AOP or BOI in the income of such AQp 4
BOI are indeterminate or unknown, tax shall be charged on its total income at the maxim o
marginal rate. i
(2) If the total income of any member of such AOP or BOI is chargeable to tax
which is higher than the maximum marginal rate, tax shall be charged on its tota]
such higher rate. For example, where a non-domestic company is a member of an A
on total income of the AOP shall be charged at the rate applicable to the company,
Explanation : The individual shares of the members of AOP or BOI shall be deemed to he
indeterminate or unknown if such shares (in relation to the whole or any part of income) gre
indeterminate on the date of the formation of AOP or BOI or at any time thereafter.
Note : AOP stands for Association of Persons and BOI stands for Body of Individuals.

Al a rate
INcome at
OP, the tax

Drmhmmo*nwuirﬂ.mmrhwmuamaoﬂvmﬁmmbsmmanmnﬂauom persons or body of individuals are
known

(1) None of the members is liable to tax. Where none of the member of an AOP has income
in excess of the maximum amount which is not chargeable to tax, the AOP shall pay tax on it
income at the same rates as are applicable to an individual or normal rates.

(2) Member liable to tax. The total income of any member of the AOP for the previous year
(excluding his share from AOP or BOI) exceeds the minimum taxable limit, tax shall be charged
on its total income at the maximum marginal rate.

(3) Member liable to tax at a rate higher than maximum marginal rate. Where any member
of such Association is chargeable to tax for the previous year at a rate or rates which is higher
than the maximum marginal rate, tax shall be charged on that portion or portions of the total
income of the Association which is relateable to the share of such member at such higher rate

as the case may be, and the balance of the total income of the Association shall be taxed at the
maximum marginal rate.

Maximum Marginal Rate [Sec. 2(29C)

It means the rate of income tax (including surcharge on income tax, if any) applicable in
relation to the highest slab of income in the case of an individual, association of persons or body
of individuals as specified in the Finance Act of the relevant year.

Note : The rate of income tax for the highest slab of income for the assessment year 2016-17 is 30%. Surcharge @ 124
if total income exceeds one crore rupees. Further, on the amount of income tax and surcharge education cess an
Secondary and Higher education cess are leviable @ 2% and 14, respectively.

Hllustration 1
A, B and C are members of an Association of Persons. They share profit or loss mnum__m._.
During the previous year the income of AOP is ¥ 2,20,000 and the income of A, B and C 8

% 40,000, ¥ 5,10,000 and ¥ 5,20,000 respectively. Compute tax liability of AOP and A, B and C
for the assessment year 2016-17.

\

jort . SORNS OR
mqﬂ.hh mbers of the Ay BODY 5F iy
_H_.Um me ) T.—.w ang L
;1] pay tax at the Maxim ) are
v%ﬂn 3 o E.n:.m_::
PaEﬁE. e

7 2,20,000 % 30 - So_? the Aggye.
A dd: Education cesg & SHEC -

Computagi,

‘7.._ X 5 _.. 9
_‘_.0_1 the

_ww'm.WH )
oA, B and ¢

Asseng,

:_w_..m.:a_.

et Your m__._._m._._,

A B F
Hm_.maﬂm._ Income 4

S re in AOP will not be included g5 it
has paid tax at maximum marginal rate

40,000 5.10.000 5.20.000

Total Income 40,000

Tax on Total Income
Add : Education cess & SHEC @3¢, i

Tax Liability

[lfustration 2 =

ihe total - o m..mmoﬂwmon of persons in which A, B & C are Members, sharing
b% and losses in the Hmn.:.. of 1:2: 2 was assessed at 7 16,000, In computing the total
income of ¥ 16,000 the assessing officer has made the necessary adjustments in respect of the
following sums :

(a) Salaries of ¥ 6,000 and 7 4,000 to A and B respectively.

(b) Interest on Capital ¥ 7,000, % 10,000, 25,000 to A. B and C respectively

(¢) Commission of ¥ 1,000,% 3,500 and ¥ 4,500 to A, B and C respect ively,

(d) Bonus of 7 1,000, 1,500 and? 2500 t0 A, B and C Emunz:i.u_. )

C has borrowed capital for Investment in the A.O.P. and had paid interest of 7 15.000
separately to the lender. Members do not have any other income.

Allocate the income amongst the Members.

— 27 810

29 870

Solution
: Allocation of Income amongst the Members of AOP C
A B
7 t !
6,000 4,000 i
1, Salary 7000 10,000 m.m_g””
. = 4,50(
2. Interest 1,000 m.wcc 2 Moa
3. Commission 1,000 MM.MMM - ,,No,go
4. Bonus - 10,000 1000 12,000
' 5. Loss Z 66,000 - 16,000) 5,000 o 15,000
. ~1,000 -3,000
6. Interest paid S o

Net Income/LosS
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NS NCOMETAX

(i1) ?m..m total income exceed ¥ ten crore, the total amount payable as income tax and surchargg
on such income shall not exceed the total amount payable as income tax and surcharge on a toty)
Income of ¥ ten crore by more than the amount of income that exceeds ¥ ten crore.

Education cess and Seconda
and surcharge @ 3%.
IL. In the case of
(i) on income fr

om royalty received from Government or an Indian con
of an agreement

ry and Higher education cess. On the amount of income-tay

a company other than a domestic company :

Ccern in pursuance

g, made after 31st March, 1961, but before 1st April, 1976 509

(ii) on income from fees for rendering technical services received from Government Or an
Indian concern in pursuance of an agreement made after 29th February, 1964 by
before 1st April, 1976

50%
In respect of income under (i) and (ii) there should be an agreement with the Government

or Hj..u._mb concern for the purpose, which should be approved by the Central Government,
(iii) Winnings u/s 115BB 30%
(iv) Short-term capital gains specified in Sec. 111A 15%
(v) Long-term capital gains u/s 112 10%/209,
(vi) Other income 40%
Surcharge. (i) @ 2% on the amount of income-tax, if total income exceeds ¥ one crore but

does not exceed ¥ ten crore.

(ii) @ 5% if total income exceeds % ten crore.

Marginal relief. As discussed under domestic company.

Education cess and SHEC. On the amount of income-tax and surcharge @ 3%.
Tax on income of certain domestic companies (w.e.f. AY. 2017-18)

., Adomestic company may pay tax @ 25% (+ surcharge,
at its option if it fulfils the following conditions :

Conditions : (a) The company has been set-up and registered on or after 1.3.2016;

(b) The company is not engaged in any business other than the business of manufacture or
production of any article or thi g and research in relation to, or distribution of, such article or
thing manufactured or produced by it; and

(c) The company has not claimed deductions from its income under the following sections:

A. (i) 10AA—Unit in Special Economic Zone: or

(i) 32(1) (iia)—Additional depreciation on plant or machinery; or
(iii) 32AC or 32AD—Investment allowance; or

(Sec. 115BA)
if any and education cess & SHEC),

(iv)

(v)

33AB—Deposit in Tea Development Account ete.; or
33ABA—Production of petroleum or natural gas in India; or

(vi) 35—Payment to outsiders for research or expenditure on in-house research; or
(vii) 35AC—Expenditure on eligible project or scheme; or
(viii) 35AD—Capital expenditure on specified business; or

(ix) 35CCC—Expenditure on agricultural extension project; or

(x) + 35CCD—Expenditure on any skill development project; or

(xi)

Deductions w/ss 80IA, 80IAB, 80IAC, 80IB, 80IBA, 80IC

, 80ID, 80IE, 80JJA,
from gross total income,

B. Brought forward loss if such loss is attributable to any aforesaid deduction. Further,

such loss cannot be carried forward and set-off in any subsequent vear.
Other Provisions :

(1) The depreciation u/s 32 shall be determined in the manner a:
this section.

s may be prescribed for

(2) The option, to pay tax under the provisions of this section, shall be exercised in the

prescribed manner on or before the due date specified in Sec. 139(1) for furnishing the
first return of income.

Once the o

withdr.

ption has been exercised for any previous year, it cannot be subsequently

awn for the same or any other previous year.

; ——__ ASSESg
on certain m.ﬁ.aoanu rece —25)
Tax 1. Where the totq) 585“3.._?59
%&wﬂmn_ distributed g paid 5_2 an Ing:
o tax as under : A 8pecy
(i) On such dividenq Income .
(a) Income-tax @ 159, 3
(b) Surcharge (i) @ 79 ;; fokal
(i1) @ 12% if tota) incom, Meome EXteed

e munn.m&w 3

: 3% 0
(c) Education cegg and SHEQ a mﬁ.@m: Crore., Ne crore byt does not exceed 7 ten crore,

(iii) On other income as per
: < ¥ an_.-m._. A
2. In computing the jneop, Provisions of th

e e e Incy

pe allowed from aforesajq divi mmMMmﬁ_mHahBaz In Tespect of me % “Hmhﬁ i
3. “Dividends” shal] hgy, e, ure or allowance shal)
4. “Specified forej wwﬁm“bgm as given in Secs. 2(99) ( a)
aforej : !

_..:m

: &0 company” (b, (c)

5 : " vich and (d),

969 Or MOTe in nominal val,, of the equity mrﬁw@uowav_ww_ﬁw H which the Indian company holds
olthe company, .

SE : (Sec. 1158
Pany the income-tay Payable on its total income _

Year commenceip,

Note : For the assessment year 201617 -
Surcharge : (i) Domestic company :
(&) 7%, if total income or

b grﬂd?&ﬁ.&ﬁ&ﬁ&ﬂaiﬁ&&«ﬂ»ﬂﬁwﬁﬁsnsg
(b) 12% if total i

neome or baok-
(i) F company : profit exceeds ¥ ten crore,
ﬁmvwﬁ%sﬁga book profit (deemed total income) excoeds ¢ one crore but does not exceed
crore.

Em...mm.sg income or book profit exceeds 7 ten crore.
Marginal Relief : As discussed Ante.

Education cess and SHEC : 3%,
While computing the profit the following points shall be kept in mind :
Q.V g gwﬁmﬂ.ﬂm or Umb.._nﬂm company or any company mﬂmm.m& in Nm—._.mﬂﬂﬂc-._ or mﬂﬁﬂ.—u.
of electricity shall prepare its mS,Sanﬁmam Profit and Loss in accordance with
rovisions of the Act governing such class of company. : _
(ia) Wﬂw other company shall prepare its Statement of T.cm"ﬁ and Loss in accordance with
the provisions of Part I1 of Schedule III to the Companies Act, 2013. ,
(ii) While preparing the annual accounts including Statement of Profit & Loss :
the accounting policies; : _
mww the accounting standards followed for preparing accounts;
(c) the method and rates adopted for calculating depreciation, .o
shall be the same as have been adopted for preparing such statem
: al meeting. 5 i
company at its annual gener ting year different from the previous year
(i) S.rm..hnm MWEWMM Mﬂﬂ_%gz% Wﬂmﬂw__ﬂm woqmuoua for such financial year or part of
this Act, the1 A

such financial year falling within the relevant previous year.

Book Profit o
It means the net pro ;
i . " t of Profit & Loss :
Pelviated. saajiesiinl _umw_i: wing if debited to the mﬁwﬂmﬂﬂmuﬂaagn therefore;
(a) Increased by .,.w” mmm“no% tax paid of payable
(i) The amount 0

i d
hi in msgmn.w of muudmn & Loss Uﬂmﬁi as wmoﬂmmw:m an
as shown




S INCOMETAX .
(i) The amounts carried to any reserve by whatever name called:

(iii) The amounts set aside to provisions made for meeting liabilities other than ascer-
~ tained liabilities;

(iv) The amount by w

ay of provisions for losses of subsidiary Companies;
(v) The amount of dividends paid or proposed;
(vi) The amounts of expenditure relatable to income to which sections 10, 11 or 12 apply,
However, the expenses relatable to long-term capital gains which are exempt Em.
. 10(38) shall not be added:
(via) The amount of expenditure ralatable to income (share of the assessee in the income
- of an AOP or BOI) on which AOP or BOI has paid tax at maximum marginal rate,

Hrmmsccsﬂommxﬁm:&ﬂzqmqm_ atable to income by way of royalty in respect of patent
_ chargeable to tax u/s 115BBF—w.e.f. A.Y. 2017-18]
(vii) The amount of depreciation;

T&c The amount of deferred tax and the provision therefore; _
(ix) The Eﬁo_:.ﬁ.oﬁ amounts set aside as provision for diminution in the value of any asset;
(e.g., Provision for doubtful debts, provision for diminution of m=<mm=.=m=nmﬁn.b

(x) The amount standing in revaluation reserve relating to revalued asset on the
retirement or disposal of such asset,

L if not credited to the Statement of Profit & _
0SS, “
Mwﬁ amount of income-tax under clause (i) shall include : _
i

any tax on distributed profits (u/s 115-0) or on distributed income (u/s 115R): _
(ii) any interest charged under this Act; _
(iii) Surcharge, if any, as levied by the Central Government; |
(iv) Education cess on income-tax, if any; _
(v) Secondary and Higher Education cess on income-tax, if any. _
(b) Reduced by the following :

(i) The amount withdrawn from any reserve or provision and credited to Statement of

Profit & Loss.
Exceptions :

(a) The amount withdrawn from any reserve created before 1.4. 1997, which was not

debited to Statement of Profit & Loss, shall not be deductible.
For example, revaluation reserve which was not created by way of debit to State-
ment of Profit & Loss, any amount transferred therefrom to Statement of Profit &
Loss to counter balance the claim of additional depreciation on the revalued and
enhanced cost of the fixed asset, will not be deductible from book-profit.

(b) If any provision or reserve was allowed in computing the book-profit in a previous
year relevant to assessment year commencing on or after 1.4.1997, such provision
or reserve if credited to Statement of Profit & Loss shall not be deductible.

(ii) Exempted incomes (Under Sections 10, 11 or 12) if credited to Statement of Profit
& Loss.

However, the long-term capital gains which are exempt w/'s 10(38) shall not be deducted.

(iia) The amount of depreciation claimed in Statement of Profit & Loss, excluding the
claim of depreciation on account of revaluation of assets.

(iib) The amount withdrawn from revaluation reserve and credited to Statement of Profit
& Loss to the extent it does not exceed the depreciation on account of revaluation
of assets.

(iic) The amount of income (share of the assessee in the income of an AOP or BOI) on
which AOP or BOI has paid tax at maximum marginal rate.

[(iid) The amount of income by way of royalty in respect of patent chargeable to tax u/s
115BBF—w.e.f. A.Y. 2017-18]

(iii) The brought forward loss or unabsorbed depreciation, whichever is less as per books
of account.

Explanatioy, ;
(a) ,H__Fm Uﬂocmr
:uv ZO Qmﬂﬂﬂﬂﬂ

or :.B.mdmc—.h m:m_m _uo .m.:_vs__

(iv) The profits of s

Loss.

0t is crediteq Ste
o ovisins to the Statement of Profit &
1 ewm. aforesaid Provisiong g},
42(2)), business loss [Sec. ._*w:x:m: e

- 8 Carry-forward of
) , Specul, : of unabso iati
capital 10ss (Sec. T4) and logg O aceount of i wﬁ_mmz loss (Sec. 73), mwwwhmwﬁﬂw 8. e
2. The company sha]] furnish , o oWning an Maintaining race horses. Gﬁ.ﬁﬂmﬂ

.. the ook ort of Chartereg Acco i

certifying that profit has |, i R it

sdotie e meport sl b gHrmmmM_ﬂ ﬂﬁwﬁﬁm 1N accordance with the
3. The book-profit or |gg i

s deri _€ Telurn of income,
in Sec. 115VI(L)] shall be exclueg g he b o tonnage taxco
115JB.

uamg:rm Saumuw?w
P_H.rmvaimwoumommmn 115JB shal] ol
.. . not, i i isi
company from Eﬁﬂ Insurance business referreq ﬂwﬁ_m%_ :uumvwﬁssm B
5. Save as otherwise provided in this secti j ikl i
e ) ton, all other provisions of this Act shall apply to

Tax Credit in respect of tax paid on deemed i i i it
reapent of Mitiaion Aleagtivs Tax nﬁqﬁwﬂwm of Certain Companies or Tax Credit in

: . ertain Companies (Sec. 115JAA)
Where MAT is paid by a Company for the assessment year 2006-07 or any subsequent
assessment year (u/s 115JB) a tax credit will be allowed to it in subsequent years as under :

1. The tax credit shall be the difference between the tax paid under MAT and the tax
payable on the total income computed under other provisions of the Act. Suppose tax
payable on total income is ¥ 20,000 and tax has been paid under MAT 7 50,000. The
tax credit will be allowed % 50,000 ~ 20,000 = 7 30,000,

2. The tax credit will be allowed to be carried forward for a maximum of ten assessment
years succeeding the assessment year in which the credit becomes allowable. Suppose
credit is allowable in the AY. 2010-11, it can be carried forward and set-off upto the

3. %&M w“w_ M.wﬁ will be allowed in the w._umu:u uw MWH_M_H the tax payable on total income is
more than the tax EJGEQ m_— ; t equal to the difference between

4. The set-off will be allowed to the mﬁmmﬂ_ﬁ ”Mumhwmﬁmmu%h%n MAT ws 115JB. Suppose
the tax payable on the total income an ble on total income is  1,00,000 and tax payable
b/f tax credit is 2 40,000. The taxpayey mQ be set-off this year and the company
under MAT ws 115JB is % 80,000. T 20,000 can

will pay % 80,000 only.

En_.s&r ., . EBS._?
5. No interest shall be _umﬁ_u_m e t reassessment, rectification of B,mﬁmemmM EME; A
6. Where as a result of asses" P vable is reduced or increased,

kit f tax 7
appeal or revision, the e%_ﬁmm or ..mmw&; accordingly:

€ prescribed form,
Provisions of thig

mpany [referred tq
the purposes of Se;.

5 : i
tax credit shall also be Incre? unlisted public SBuEQaM um_omﬁmz@ to the successor

i or : .

7. Where a pivele ol L il
1ability ‘ N e
limited liability uw_.gaaw%




ASSESSMENT OF COMPANIES

_—

A C?mpsl?géier;qﬁ;:‘;d.m .lza% tax on every rupee of its total income at a flat rate, without
there be1ns & of P limit. For t.he purpose of assessment of companies the understanding
of the meaning ot a company and various types of companies is very essential.

Company [Sec. 2(17)]
A company means :
(i) any Indian company, or

(ii) any b_ody.corporate incorporated under the law of a foreign country, or

(iii) any institution, association or body, whether incorporated or not and whether Indian
or non-Indian, which is declared by general or special order of the Central Board of Direct Taxes
to be a company.

Types of Companies
1. Company in which the public are substantially interested [Sec. 2(18)]

In the following cases, a company is said to be a company in which the public are
substantially interested :

(a) it is a company owned by the Government or the Reserve Bank of India or in which not
less than 40% shares are held by the Government or the Reserve Bank of India or a corporation
owned by the R.B.L; or

(b) it is a company which is registered under section 8 of the Companies Act, 2013; or

(c) it is a company, having no share capital and it is declared by order of the Central Board
of Direct Taxes to be a company in which the public are substantially interested; or

(d) it is 2 mutual benefit finance company, i.e., a company which carries on, as its principal
business, the business of acceptance of deposits from its members and which is declared by the
Central Government to be a Nidhi or Mutual Benefit Society; or

(e) it is a company wherein shares carrying not less than 50% of the voting power are held
by one or more co-operative societies throughout the relevant previous year; or

(f) it is a company which is not a private company under the Companies Act, 2013, and its
®quity shares were, as on the last day of the relevant previous year, listed in a recognised stock
¢xchange in India; or .

h is not a private company and whose equity shares carrying not

(g) it i hi
S ey an industrial company) of the voting pOWer were beneficially held

less th .
an 50% (40% in case of :
‘roughout, tl?le prt:vious year by the Government, 2 statutory corporation or any other company

0 which the public are substantially interested or a wholly owned ;“‘i'zigjafﬁ‘ of S_UCh a company.
Ifthe majority of the equity shares of 2 public company are held by a loreign company n
Vhich the pubjli:l afe substar?ﬁaﬂy interested, such a company would be a company in which the
Public are substantially interested.
&ubEWldgly-held Company. This is the pop
tantially interested.

ular name of a company in which the public are
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Closely-held Company. Th
m:_umﬁmzzmw_w interested.
2. Indian Company

An Indian Com
2013. :.msn_sm

is is the popular name of a company in which the public are Ew_u

[Sec. 2(26))

panies Act,
and any Emiﬁc:a:.
Taxes to be a Company

o , & company formed and
W for the time being in force in that State is called an Indian com
In the case of Dadra and y g

mnoﬁumsw?uﬁmm
ing in force in these places is called an Indian

.. corporation, institutig
assoclation or body has got to be situated in India, -
3. Public Sector Company

[Sec. 2(364))
It means any corporation established by or under any Central or State Actor a Government
Company as defined in section 2(71) of the Companies Act, 2013.
4. Domestic Company [Sec. 2(224))
o Uoimm.zn company means an Indian Company or any other company which, in respect of
its income liable totax under this Act, has made the prescribed arrangements for the declaration
and payment, within India, of the dividends payable out of such income.

5. Foreign Company [Sec. 2(42))

s made the
a.

A foreign company is a company which is neither an Indian Company nor ha;
prescribed arrangements for the declaration and payment of dividends within Indi
6. Company registered under section

Itis a company formed to promote art, charity, commerce, religion or any other useful object,

nor for profit, and which intends to apply its profit, if any, or other income towards the further
improvement of such objects and prohibi

ts the payment of any dividend to its members.
Principal Officer

Principal Officer means -
(i) the secretary, treasurer,

8 of Companies Act, 2013

[Sec. 2(35)]

manager or agent of the company, or

(ii) any person connected with the management or administration of the company upon
whom the Assessing Officer has served a notice of his intention of treating him as the

Principal Officer of the Company.

Person who has substantial interest in the company

It means a person who is th
of the voting power.

[Sec. 2(32)]
e beneficial owner of equity shares carrying not less than 20%

COMPANY’S RESIDENCE

Under section 6(3), a company is said to be resident in India in any previous year if :
(i) it is an Indian Company, or

(1) during the year, the control and management of its affairs is situated wholly in India.
W.e.f. AY. 2017-18 point (ii) shall be as under :
Its place of effective managemnet, in that year is in India.

Explanation : “Place of effective management”

commercial decisions that are necessary for the con
are, in substance made,

means a place where key management and
duct of the business of an entity as a whole

A company is never not ordinarily resident. A company which is not reside
the aforesaid conditions ig

nt according to
called a non-resident company.
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IMPORTANT POINTS
(1) A company is liable to pgy ; ;
There is no exemption limit, PR Income tax on it >

September of yhe assessment y
gg_“zﬁ year
THE PmeMmSmZﬁ OF COMPANIES
al income, howsoever, small it may be.
types of companies pay tax at diff,

; - However, different
: erent ra :
are also different. tes and on different types of incomes, the rates of tax

mmv ._.nm Rw.rm tax vm.u ﬂv.—m T% a ﬂOH_u_ﬁmH—w wm Mmmw ﬂ.w—m.—.w Hm 5 i n
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COMPUTATION OF TAX ON COMPANIES

A Company is assessed in its own name, i.e., a company pays tax on its income as a distinct

unit. The tax paid by a company is not deemed to have been paid on behalf of its shareholders.

A company is liable to pay income tax on its total income, however, small it may be. The

income tax is payable on its total income at a flat rate except on the incomes for which special
rates have been prescribed in the Act.

Rates of Income Tax Applicable to Companies

The rates of income tax which are applicable to companies for the assessment years 2016-17
are as under :

1. In the case of a domestic company

30%

(i) Winnings w/s 115BB o i
(1) Short-term capital gains specified in Sec. 111A e nw
(iii) Long-term capital gains ws 112 i

—.udv L e ipts i PY, 2014-15 does not
Note : If total turnover or the gross Teceipts _ﬂM the PY.
29% instead of 30% for the A.Y. 2017-18.

, i
Surcharge : (i) @ 7% on the amount of income
does not exceed ¥ ten crore. -

i ten crore F1P° 5 d ¥ ten crore,
(i) @ 12% if total income mwﬁo_m__wooam exceeds ¥ one crore but u@&ﬂuﬂwﬂm pwm i
Marginal reief : () Where (08 FC0/, rarge on such income all oot e B0
the total amount payable as Eshumﬁ income of  one crore by mo!
. tax 0
amount payable as income
that exceeds 7 one crore.

exceed ¥ five crore, the tax shall be charged @

if total income exceeds ¥ one crore but

\




