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UNIT-I

Introduction: Basic concepts: Income — Agricultural Income - Person — Assessee —
Assessment Year — Previous Year — Gross Total Income - Marginal rate of tax — Permanent
Account Number (PAN) -Residential status - Scope of Total income on the basis of
Residential status — Exempted income under section 10.

UNIT-II
Computation of Income under Different Heads-1: Income from Salaries - Income from
House property.

UNIT-11
Computation of Income under Different Heads-2: Profits and gains of Business or
profession — Capital Gains — Income from other sources

UNIT-IV
Computation of Total Income: Income from other persons included in Assessee’s Total
income — Set off and Carry forward of losses — Deductions from Gross total income.

UNIT-V
Computation of Total Income and Tax Liability: Aggregation of Income — Assessment of
Individuals — Total income and Tax liability of an Individual

Note : Distribution of Marks for theory and problems shall be 40% and 60 % respectively.

SYLLABUS WITH TEXT BOOK & REFERENCES BOOK

REFERENCES
1. Income tax Law and Practice , 2018 — Gaurand Narang
2. Income tax Law and Practice — Mehrothra

List of other related books referred

1. Taxation — Jayaprakash reddy
2. Direct tax — Dinker pagarae

3. Direct taxes, Income tax, Wealth tax and Tax planning — B.B. Lal and N. Vashisht



List the Website where the material was obtained

1. http://incometaxindia.gov.in/download_all.asp

2. http://easyitfiling.com/income-tax-returns-filing-online/income-tax-house-property/

3. http://law.incometaxindia.gov.in/DITTaxmann/IncomeTaxRules/PDF/ay2011-
12/itr62Form1-9(New2011-12) 2.htm

4. http://finance.indiamart.com/taxation/capitalgains.html

5. http://taxguru.in/income-tax/all-about-deduction-under-section-80c-and-tax-

planning.html

List of Models to be used for demonstration (if any)
1. Power Point Presentation
2. OHB Presentation
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SEMESTER: Il CLASS: Il B.Com PA
Unit |
Lecture
SL. Duration Name of the Topic Supp(_)rt
No. (HP) Materials
1 1 Ir:cctome Tax Act 1961History of IT act, Tax, types | T: 1/3-1/7
of tax
2 1 Definitions — Income, Agricultu_ral Income, Person, | T:1/8 - 1/11
Assessee, Assessment and Previous year
Definitions — Gross Total Income, Total Income, T.1/12-1/14
3 1 Maximum Marginal Rate of Tax Permanent
Account Number
4 1 Residential status of an Individual , basic and R1: 43 -45
additional conditions
5 1 Determination of residential status of an individual | R1: 43-45
5 1 Dgtermination of Residential status of an individual | T: 1/36 — 1/47
— Sums
7 1 Residential status of an individual — Sums T: 1/36 — 1/47
8 1 Permanent Account Number (PAN) w1
9 1 PAN Card Necessity and Legal Framework w1
10 1 Scope of Total Income on the basis of Residential T: 1/48 — 1/49
Status
Exempted Income Under Section 10 T: 1/67 - 1/89
19 1 Recapitulation and discussion of important
questions
Total no. Hours planned for Unit — | 12
UNIT II
sL Lectu_re _ .
" | Duration Name of the Topic Support Materials
No.
(Hr)
1 1 Computation of income from salaries — General T 2/3_2/4
format, Salary features and general format
9 1 Allowances — Fully exempted and fully taxable T 2/18 — 2/22
allowances — Sums
3 1 Partially taxable allowances — provisions and sums | T: 2/22 — 2/25




R2: 161-166

4 1 Computation of total salary income — Sums
5 1 Profit in lieu of salary, Gratuity, pension T:2/57 —2/69
6 1 Leave Encashment T:2/71-2/76
Income from House Property — Annual value, )
! 1 different types of annual rental value R2:166 173
1 _General format for Computation of House property R2: 199-220
income
1 Exempted incomes from House Property T :2/155 - 156
Let out and self-occupied house property —Sums
10 1 Partly let out and self-occupied T:2/163 - 2/172
Deductions — Sums
11 1 Computation of income from house property T: 2/177 — 2/203
12 1 Recapitulation and discussion of important
questions
Total no. Hours planned for Unit — 11 12
UNIT I
Lecture
SL. Duration Name of the Topic Suppc_th
No. (Hr) Materials
Business income , Meaning and definition and general format .
1 1 for computation T: 2/205- 2/207
2 1 Expenses and Incomes are expressly allowed and disallowed | T: 2/214- 2/227
3 1 Computation of business income — General format T: 2/228- 2/237
4 1 Computation of business income — Sums T: 2/260 — 2/280
5 1 SPJ(r)T:‘gssmnal Income from other sources, General format and | 1. , 6 _ 98
6 1 Professional Income from other sources — sums T: 2/260 - 300
7 1 Professional Income from other sources — sums T: 2/260 - 300
8 1 Professional Income from other sources - sums T: 2/260 - 300
9 1 Professional Income from other sources - sums T: 2/260 - 300
10 1 Computation of income from other sources — General Format | T: 2/420 — 424
11 1 Computation of income from other sources — sums T: 2/425 — 451
12 1 Recapitulation and discussion of important questions
Total no. Hours planned for Unit — 111 12
UNIT IV
SL Lecture
N " | Duration Name of the Topic Support Materials
0. (HP)
1 1 Computa:uon of incomes of other persons included in T: 2/458 — 2/460
Assessee’s total income — General format
Computation of incomes of other persons included in .
2 1 Assessee’s total income — Sums T- 2/461- 2/465
3 1 Set off and losses — Meaning and provisions T: 2/469 — 472
4 1 Set off and losses — sums T: 2/472 - 476




5 1 Set off and carry forward of losses - rules T: 2/476 - 2/481
6 1 Carry forward of losses — Sums T: 2/481 — 2/490
7 1 Set off and carry forward of losses — Sums T:2/481 — 2/490
8 1 Deduction in respect of certain income u/s 80 - sums T: 2/496 — 2/497
9 1 Various deductions T: 2/497 — 2/503
10 1 Deduction u/s 80 — sums T: 2/503 — 2/565
11 1 Deduction u/s 80 — sums T: 2/503 — 2/565
12 1 Recapitulation and discussion of important questions
Total no. Hours planned for Unit — IV 12
UNIT V
SL Lecture _ _
" | Duration Name of the Topic Support Materials
No. (Hr)
Aggregation of Income — Cash Credits (Sec 68),
1 1 Unexplained Investments (Sec 69), Unexplained T: 2/458 — 2/459
Money (Sec 69A)
Amount of Investment, etc. not fully disclosed in
2 1 books (Sec 69 B), Unexplained Expenditure (Sec 69C), | T: 2/465-2/467
Amount borrowed (Sec 69D)
3 1 Rate of tax for Individuals T:3/3-3/8
4 1 Assessment of Individuals T: 4/23 — 4/25
5 1 Computation of Total Income and Tax Liability of T: 4/28-4/30
Individuals — General Format
6 1 Computation of Total Income — Sums T: 4/28-4/53
7 1 Computation of Tax Liability of Individuals T: 4/28-4/53
8 1 Computation of Tax Liability of Individuals T: 4/28-4/53
9 1 Recapitulation and discussion of important questions
10 1 Discussion of Previous Year ESE Question Papers
Discussion of Previous Year ESE Question Papers
Discussion of Previous Year ESE Question Papers
Total no. Hours planned for Unit - V 12
TEXT BOOK

T: V.P.Gaur, D.B.Narang, Puja Gaur, Rajeev Puri,, Income Tax Law and Practice (2018),
Kalyani Publishers , Ludhiana, 46" Edition.

REFERENCE BOOK
R1: Singhania, Vinod k. & Monica Singhania, (2016), Students’ Guide to Income Tax,

University edition. Taxmann Publications Pvt Ltd., New Delhi., 54" Edition.

R2: Ahuja, Girija & Ravi Gupta, (2016), Systematic Approach to Income Tax, Bharat Law
House, Delhi, 35" Edition.
WEBSITE

W1: http://www.incometaxindia.gov in



http://www.incometaxindia.gov/
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UNIT - |

BRIEF HISTORY OF INCOME TAX IN INDIA

In India, Income tax was introduced for the first time in 1860, by Sir James Wilson in
order to meet the losses sustained by the Government on account of the Military Mutiny of 1857.
Thereafter; several amendments were made in it from time to time. In 1886, a separate Income tax
act was passed. This act remained in force up to, with various amendments from time to time. In
1918, a new income tax was passed and again it was replaced by another new act which was
passed in 1922.This Act remained in force up to the assessment year 1961-62 with numerous
amendments. The Income Tax Act of 1922 had become very complicated on account of
innumerable amendments. The Government of India therefore referred it to the law commission
in1956 with a view to simplify and prevent the evasion of tax. The law commission submitted its
report-in September 1958, but in the meantime the Government of India had appointed the Direct
Taxes Administration Enquiry Committee submitted its report in 1956.In consultation with the
Ministry of Law finally the Income Tax Act, 1961 was passed. The Income Tax Act 1961 has
been brought into force with 1 April 1962. It applies to the whole of India including Jammu and

Kashmir.

Income-tax law in India
The income tax law in India consists of the following components:

1. Income tax Acts

2. Income tax rules

3. Finance Act

4. Circulars, notifications etc

5. Legal decision of courts.
Finance Act:

Every year, the Finance Minister of the Government of India presents the Budget to the

Parliament. Once the Finance Bill is approved by the Parliament and gets the assent of the
President of India, it becomes the Finance Act.
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Income-tax Rules:

The administration of direct taxes is looked after by the Central Board of Direct Taxes
(CBDT). The CBDT is empowered to make rules for carrying out the purposes of the Act. For the
proper administration of the Income-tax Act, the CBDT frames rules from time to time. These

rules are collectively called Income-tax Rules, 1962.

Circulars and Notifications:
Circulars are issued by the CBDT from time to time to deal with certain specific problems
and to clarify doubts regarding the scope and meaning of the provisions. These circulars are issued

for the guidance of the officers and/or assessees.

Important Definitions
Assessment Year : Section 2(9)

“Assessment year” means the period starting from April 1 and ending on March 31 of the
next year. Eg: Assessment year 2013-14 which commences on April 1, 2013 and ends on March

31, 2014. Income of previous year of an assessee is taxed during the assessment year at the rates

Previous year : Section 3

Income earned in a particular year is taxable in the next year. The year in which income is
earned is known as previous year and the next year in which income is taxable is known as
assessment year. In other words, previous year is the financial year immediately proceeding the

assessment year.

Exceptions to the general rule that previous year’s income is taxable during the assessment

year
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In the following situations income of an assessee is liable to be assessed to tax in the same year
in which he earns the income:
a. Income of non-residents from shipping;
b. Income of persons leaving India either permanently or for a long period of time;
c. Income of bodies formed for short duration;
d .Income of a person trying to alienate his assets with a view to avoiding payment of
Tax;

e. Income of a discontinued business.
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Person : Section 2(31)

The term “person” includes:

1. an individual;

2. a Hindu undivided family;

3. a company;

4. a firm;

5. an association of persons or a body of individuals , whether incorporated or not;
6. a local authority; and

7. every artificial juridical person not falling with in any of the preceding categories.

Assessee : Section 2(7)

Every person in respect of whom, any proceeding under the act has been taken for the
assessment of his income or of the income of any other person in respect of which he is assessable
or of the loss sustained by him or by such other person or the amount of refund due to him or to

such other person may be called an assessee.

Deemed Assessee:
A person who is deemed to be an assessee for some other person is called “Deemed

Assessee”.

Assessee In Default:
When a person is responsible for doing any work under the Income Tax Act and he fails to

do it, he is called an “Assessee in default”.

Assessment [Section 2(8)]
This is the procedure by which the income of an assessee is determined by the Assessing
Officer.

Basis Of Charge Of Income Tax Sec: 4
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To know the procedure for charging tax on income, one should be familiar with the following:
1. Annual tax - Income-tax is an annual tax on income.
2. Tax rate of assessment year - Income of previous year is chargeable to tax in the next
following assessment year at the tax rates applicable for the assessment year. This rule is,

however, subject to some exceptions
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3. Rates fixed by Finance Act - Tax rates are fixed by the annual Finance Act and not
by the Income-tax Act. For instance, the Finance Act, 2013, fixes tax rates for the
Assessment year 2013-14.

4. Tax on person - Tax is charged on every person

5. Tax on total income - Tax is levied on the “total income” of every assessee computed

INCOME : Section 2 (24)

The definition of the term “Income” in section 2(24) is inclusive and not exhaustive.
Therefore, the term “income” not only includes those things that are included in section 2(24) but
also includes those things that the term signifies according to its general and natural meaning.
Income, in general, means a periodic monetary return which accrues or is expected to accrue
regularly from definite sources. However, under the Income-tax Act, 1961, even certain income
which do not arise regularly are treated as income for tax purposes e.g. Winnings from lotteries,

crossword puzzles.

Section 2(24) of the Act gives a statutory definition of income.

At present, the following items of receipts are included in income:—

(1) Profits and gains.

(2) Dividends.

(3) Voluntary contributions received by a trust/institution created wholly or partly for
charitable or religious purposes or by an association or institution

(4) The value of any perquisite or profit in lieu of salary taxable under section 17.

(5) Any special allowance or benefit other than the perquisite included above, specifically
granted to the assessee to meet expenses wholly, necessarily and exclusively for the
performance of the duties of an office or employment of profit.

(6) Any allowance granted to the assessee to meet his personal expenses at the place where
the duties of his office or employment of profit are ordinarily performed by him or at a

place where he ordinarily resides or to compensate him for the increased cost of living.
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(7) The value of any benefit or perquisite whether convertible into money or not, obtained
from a company either by a director or by a person who has a substantial interest in the
company or by a relative of the director or such person and any sum paid by any such
company in respect of any obligation which, but for such payment would have been
payable by the director or other person aforesaid.
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(8) The value of any benefit or perquisite, whether convertible into money or not, which is
obtained by any representative assessee mentioned under section 160(1)(iii) and (iv), or
by any beneficiary or any amount paid by the representative assessee for the benefit of the
beneficiary which the beneficiary would have ordinarily been required to pay.

(9) Deemed profits chargeable to tax under section 41 or section 59.

(10) Profits and gains of business or profession chargeable to tax under section 28.

(11) Any capital gains chargeable under section 45.

(12) The profits and gains of any insurance business carried on by Mutual Insurance Company or
by a cooperative society, computed in accordance with Section 44 or any surplus taken to be such

profits and gains by virtue of the provisions contained in the first Schedule to the Act.

(13) The profits and gains of any business of banking (including providing credit facilities)

carried on by a co-operative society with its members.

(14) Any winnings from lotteries, cross-word puzzles, races including horse races, card games and

other games of any sort or from gambling, or betting of any form or nature whatsoever.

(15) Any sum received by the assessee from his employees as contributions to any provident fund

or superannuation fund or Employees State Insurance Fund (ESI) or any other fund.

(16) Any sum received under a Keyman insurance policy including the sum allocated by way of
bonus on such policy will constitute income. “Keyman insurance policy” means a life insurance
policy taken by a person on the life of another person where the latter is or was an employee or is
or was connected in any manner what so ever with the former’s business.
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(17) Any sum referred to clause (va) of Section 28. Thus, any sum, whether received or

receivable in cash or kind, under an agreement for not carrying out any activity in relation to any
business;
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or not sharing any know-how, patent, copy right, trade-mark, licence, franchise, or any other
business or commercial right of a similar nature, or information or technique likely to assist in the
manufacture or processing of goods or provision of services, shall be chargeable to income tax

under the head “profits and gains of business or profession”.

(18) Any sum of money or value of property referred to in section 56(2)(vii) or section
56(2)(viia).

(19) Any consideration received for issue of shares as exceeds the fair market value of
shares referred to in section 56(2)(viib).

Gross Total Income Sec: 80b (5)

As per section 14, the income of a person is computed under the following five heads:
1. Salaries.
2. Income from house property.
3. Profits and gains of business or profession.
4. Capital gains.
5. Income from other sources.

If the income is not derived from any of the above sources, it is not taxable under the act. The

aggregate income under these heads is termed as “gross total income”.

Total Income Sec : 2(45)
Total income means the the amount left after making the deductions under section 80C to 80U

from the gross total income.

Casual Income

Any receipt which is of a casual and non-recurring nature is called casual income. Casual
income includes the following receipts:
1. Winning from lotteries,
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2. Winning from crossword puzzles,

3. Winning from races (including horse races),

COURSE NAME: INCOME TAX LAW AND PRACTICE
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4. Winning from card games and other games of any sort

5. Winning from gambling or betting of any form or nature.

RATES OF INCOME TAX FOR THE ASSESSMENT YEAR 2019-2020
Individual resident aged below 60 years (i.e. born on or after 1st April 1956)

Income Tax :
Income Slabs

i.  Where the taxable income does not exceed
Rs. 2,50,000/-.

ii. Where the taxable income exceeds Rs.
2,50,000/- but does not exceed Rs. 5,00,000/-

iii. Where the taxable income exceeds Rs.
5,00,000/- but does not exceed Rs.
10,00,000/-.

iv. Where the taxable income exceeds Rs.
10,00,000/-.

Tax Rates

NIL

5% of amount by which the taxable income
exceeds Rs. 2,50,000/-.

Less : Tax Credit u/s 87A - 10% of taxable
income upto a maximum of Rs. 2000/-.

Rs. 12,500/- + 20% of the amount by which

the taxable income exceeds Rs. 5,00,000/-.

Rs. 112,500/- + 30% of the amount by which
the taxable income exceeds Rs. 10,00,000/-.

Surcharge : 10% of the Income Tax, where taxable income is more than Rs. 50,000 and less thanl crore.
15% of the Income Tax, where taxable income is more than Rs. 1 crore.

Education Cess : 4% of the total of Income Tax and Surcharge.

Senior Citizen (Individual resident who is of the age of 60 years or more but below the age of
80 years i.e. born on or after 1st April 1936 but before 1st April 1956)

Income Tax :

Income Slabs Tax Rates
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income does not
exceed Rs. 3,00,000/-.
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Income Slabs Tax Rates

ii. Where the taxable 10% of the amount by which the taxable income exceeds Rs. 3,00,000/-.
income exceeds Rs. Less : Tax Credit u/s 87A - 10% of taxable income upto a maximum of Rs.
3,00,000/- but does not  2000/-.
exceed Rs. 5,00,000/-

iii.  Where the taxable Rs. 10,000/- + 20% of the amount by which the taxable income exceeds Rs.
income exceeds Rs. 5,00,000/-.
5,00,000/- but does not
exceed Rs. 10,00,000/-

iv.  Where the taxable Rs. 110,000/- + 30% of the amount by which the taxable income exceeds Rs.
income exceeds Rs. 10,00,000/-.
10,00,000/-
Surcharge :

10% of the Income Tax, where taxable income is more than Rs. 50,000 and less thanl crore.
15% of the Income Tax, where taxable income is more than Rs. 1 crore.

Education Cess : 4% of the total of Income Tax and Surcharge.
Super Senior Citizen (Individual resident who is of the age of 80 years or more i.e. born

Income Slabs Tax Rates
i.  Where the taxable income does not exceed Rs. NIL
5,00,000/-.

ii.  Where the taxable income exceeds Rs. 5,00,000/-  20% of the amount by which the taxable income
but does not exceed Rs. 10,00,000/- exceeds Rs. 5,00,000/-.

iii. Where the taxable income exceeds Rs. 10,00,000/- Rs. 100,000/- + 30% of the amount by which the
taxable income exceeds Rs. 10,00,000/-.

before 1st April 1936)

Surcharge :
10% of the Income Tax, where taxable income is more than Rs. 50,000 and less thanl crore.

15% of the Income Tax, where taxable income is more than Rs. 1 crore.
Education Cess : 3% of the total of Income Tax and Surcharge.
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Income Tax :
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Income Slabs Tax Rates

i.  Where the taxable income does not NIL

exceed Rs. 2,50,000/-.

ii.  Where the taxable income exceeds Rs. 5% of amount by which the taxable income exceeds Rs.
2,50,000/- but does not exceed Rs. 2,50,000/-.
5,00,000/-.

iii. Where the taxable income exceeds Rs. Rs. 12,500/- + 20% of the amount by which the taxable
5,00,000/- but does not exceed Rs. income exceeds Rs. 5,00,000/-.
10,00,000/-.

iv. Where the taxable income exceeds Rs. Rs. 112,500/- + 30% of the amount by which the taxable
10,00,000/-. income exceeds Rs. 10,00,000/-.

Surcharge :

10% of the Income Tax, where taxable income is more than Rs. 50,000 and less thanl crore.
15% of the Income Tax, where taxable income is more than Rs. 1 crore. if applicable)

Education Cess : 4% of the total of Income Tax and Surcharge.

Agriculture income

Agriculture income is exempt under the Indian Income Tax Act. This means that income earned
from agricultural operations is not taxed. The reason for exemption of agriculture income from
Central Taxation is that the Constitution gives exclusive power to make laws with respect to taxes
on agricultural income to the State Legislature. However while computing tax on non-agricultural
income agricultural income is also taken into consideration. As per Income Tax Act income
earned from any of the under given three sources meant Agricultural Income;
() Any rent received from land which is used for agricultural purpose.
(ii) Any income derived from such land by agricultural operations including processing of

agricultural produce, raised or received as rent in kind so as to render it fit for the market,

or sale of such produce.
(ii)) Income attributable to a farm house subject to the condition that building is situated on or

in the immediate vicinity of the land and is used as a dwelling house, store house etc.
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Now income earned from carrying nursery operations is also considered as agricultural income

and hence exempt from income tax.

In order to consider an income as agricultural income certain points have to be kept in mind:

(1) There must me a land.

(i) The land is being used for agricultural operations.

(i) Agricultural operation means that efforts have been induced for the crop to sprout out of the
land .

(iv) Ifany rent is being received from the land then in order to assess that rental income as
agricultural income there must be agricultural activities on the land.

(v) In order to assess income of farm house as agricultural income the farm house building must

be situated on the land itself only and is used as a store house/dwelling house.

Certain income which is treated as Agriculture Income:

(@) Income from sale of replanted trees.

(b) Rent received for agricultural land.

(c) Income from growing flowers and creepers.

(d) Share of profit of a partner from a firm engaged in agricultural operations.

(e) Interest on capital received by a partner from a firm engaged in agricultural operations.

(f) Income derived from sale of seeds.

Certain income which is not treated as Agricultural Income:
(@) Income from poultry farming.
(b) Income from bee hiving.
(c) Income from sale of spontaneously grown trees.
(d) Income from dairy farming.
(e) Purchase of standing crop.

(f) Dividend paid by a company out of its agriculture income.
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(g) Income of salt produced by flooding the land with sea water.
(h) Royalty income from mines.
(i) Income from butter and cheese making.

() Receipts from TV serial shooting in farm house is not agriculture income.

Partly agriculture income
Partly agricultural income consists of both the element of agriculture and business, so non
agricultural part of the income is taxed. Some examples for partly agricultural income are given

below:

1. Profit of business other than Tea

This rule applicable to agricultural produce like cotton, tobacco, and sugarcane etc, here the
market value of the agricultural produce raised by the Assessee for utilizing it as raw material for
his business will be deducted out of the total profit of such Assessee while calculating tax on his

income.

2. Profit from Tea manufacturing
If a person using his own tealeaves grown by him for his tea manufacturing business, then 60
% of his income will be treated as agricultural income and the remaining 40 % will be treated as

business income. So he has to pay tax on that remaining 40% of income.

3. Income from the manufacturing of centrifuged latex
If a person manufacturing centrifuged latex by using his own made raw then, 65 % of the
income derived from the sale of the same is treated as agricultural income so he has to pay tax

remaining part of the income.

4. Income from the coffee manufacturing
a) 75% of the income derived from the sale of coffee grown and cured by the seller in India is
deemed to be agricultural income 25% is taken as business income.

b) 65% the income derived from the sale of coffee grown, cured, roasted and grounded by the
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seller in India is deemed to be agricultural income 40% is taken as business income.

lHlustration:1 Mr. Ramsanth had estates in Rubber, tea and coffee. He derives income from them.
He furnishes the following particulars of his income for the year ending 31-3-2015.

Manufacture of rubber Rs: 5,00,000
Manufacture of coffee grown and cured Rs: 3,50,000
Manufacture of tea Rs: 7,00,000

Compute taxable income of Ramsanth for the A.Y. 2013-14.

Solution :

Computation of Taxable income for the A.Y.2015-16:
Manufacture of rubber ( 35% is non-agricultural income) : 175,000
Manufacturing of Coffee (25% is non-agricultural income) : 87,500
Manufacturing of tea ( 40% is non-agricultural income) :  2,80,000
Taxable Income : 5,42,500

Residential Status And Tax Incidence

Tax incidence on an assessee depends on his residential status. The residential status of
an assessee is determined with reference to his residence in India during the previous year.
Therefore, the determination of the residential status of a person is very significant in order to find
out his tax liability. Residence and citizenship are two different things. The incidence of tax has

nothing to do with citizenship.

Residential Status of an Individual
As per section 6, an individual may be (a) resident and ordinarily resident in India, (b)
resident but not ordinarily resident in India, or(c) non-resident in India. The following are the two

sets of conditions for determining the residential status of an individual:

Basic conditions :
He is in India in the previous year for a period of 182 days or more
OR
He is in India for a period of 60 days or more during the previous year and has been in
India for a period of 365 days or more during 4 years immediately preceding the previous
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year.

Note: In the following two cases, an individual needs to be present in India for a minimum

of 182 days or more in order to become resident in India:

@ An Indian citizen who leaves India during the previous year for the purpose of taking

employment outside India or an Indian citizen leaving India during the previous year as a
member of the crew of an Indian ship.

() An Indian citizen or a person of Indian origin who comes on visit to India during the previous
year (a person is said to be of Indian origin if either he or any of his parents or any of his

grandparents was born in undivided India).

Additional Conditions:
() He has been resident in India in at least 2 out of 10 previous years [according to basic
condition noted above] immediately preceding the relevant previous year.
AND
() He has been in India for a period of 730 days or more during 7 years immediately

preceeding the relevant previous year.

Resident
An individual is said to be resident in India if he satisfies any one of the basic conditions.

(A) Resident And Ordinarily Resident
An individual is said to be resident and ordinarily resident in India if he satisfies any one of the

basic conditions and both of the additional conditions.

(B) Resident But Not Ordinarily Resident
An individual is said to be resident but not ordinarily resident in India if he satisfies any one of

the basic conditions but not satisfies both of the additional conditions.

Non-Resident
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An individual is a non-resident in India if he satisfies none of the basic conditions.

Residential Status Of A Hindu Undivided Family

As per section 6(2), a Hindu undivided family (like an individual) is either resident in India or
non-resident in India. A resident Hindu undivided family is either ordinarily resident or not
ordinarily resident.

HUF : Resident or Non-Resident

A Hindu undivided family is said to be resident in India if control and management of its
affairs is wholly or partly situated in India. A Hindu undivided family is non-resident in India if
control and management of its affairs is wholly situated outside India.

A resident Hindu undivided family is an ordinarily resident in India if the karta or manager of
the family (including successive kartas) satisfies the following two additional conditions as laid
down by section 6(6)(b).

Additional condition (i) Karta has been resident in India in at least 2 out of 10 previous years
[according to the basic condition mentioned in immediately preceding the relevant previous
year) Additional condition (ii) Karta has been present in India for a period of 730 days or

more during 7 years immediately preceding the previous year.

If the Karta or manager of a resident Hindu undivided family does not satisfy the two

additional conditions, the family is treated as resident but not ordinarily resident in India.

Residential Status of Firm and Association of Persons

As per section 6(2), a partnership firm and an association of persons are said to be resident in
India if control and management of their affairs are wholly or partly situated within India
during the relevant previous year. They are, however, treated as non-resident in India if control

20/29
Prepared by:R.Jayalakshmi, Dr. Dharmaraj, Assistant Professor, Department of Commerce , KAHE



KARPAGAM ACADEMY OF HIGHER EDUCATION

CLASS: 11 BCOM PA COURSE NAME: INCOME TAX LAW AND PRACTICE
COURSE CODE: 18PAU302 UNIT: 1 BATCH-2018-2021

and management of their affairs are situated wholly outside India.

Residential Status of a Company

As per section 6(3), an Indian company is always resident in India. A foreign company is resident
in India only if, during the previous year, control and management of its affairs is situated wholly
in India. However, a foreign company is treated as non-resident if, during the previous year,
control and management of its affairs is either wholly or partly situated out of India.

Sum
Mr. Alex Joseph, an American, came to India for the first time 10-01-2009 and left for Britain on
15-09-2009. He again came to India on 01-05-2012 and left for Korea on 15-06-2012. Determine

his residential status.

Solution:

During the previous year 2012-13, Mr. Alex Joseph was in India only for 46 days only. So he is a
non-resident for the assessment year 2013-14.

Sum

Mr. Ahammed Khan, a citizen of India went to Tokyo to join a course in Business Administration
on 01-03-2012 and came back to India on 5" September,2012. Determine his residential status for
the A.Y 2013-14.

Solution:

During the P.Y. 2012-13, Ahammed Khan was in India for a period of 208 days
(26+31+30+31+31+28+31), and therefore he satisfies the basic conditions. As he satisfies both the
additional conditions, he is ordinarily resident for the A.Y. 2013-14.

Scope of Total Income (Section 5) :
Resident and ordinarily resident:
Total income of an assessee who is resident and ordinarily resident includes:

@ any income received or deemed to be received in India during the previous year by or on
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behalf of the assessee ; or

() any income accrues or arises or deemed to accrue or arise to him in India during the previous
year ; or

© any income accrues or arises to him outside India during such year.

Resident but not ordinarily resident:

@ any income received or deemed to be received in India during the previous year by or on
behalf of the assessee ; or

() any income accrues or arises or deemed to accrue or arise to him in India during the previous
year ; or

© any income accrues or arises to him outside India from a business controlled in or a profession

set up in India.

Non- resident:

@ any income received or deemed to be received in India during the previous year by or on
behalf of the assessee ; or

() any income accrues or arises or deemed to accrue or arise to him in India during the previous

year.

Income Exempt from Income Tax

The following Income is exempt from Income tax:-

1. Agriculture Income [Sec. 10(1)]

2. Payments received from family income by a member of HUF [Sec. 10(2)]

3. Share of profit from a firm [Sec. 10(2A)]

4. Interest received by a non resident from prescribed securities [Sec. 10(4)]

5. Interest received by a person who is resident outside India on amounts credited in the non-
resident (External) account [Sec. 10(4)]

(o]

. Leave travel concession provided by as employer to his Indian citizen employee,Sec. 10(5)]

-~

. Remuneration received by foreign diplomats of all categories [Sec. 10(6)]
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8. Salary received by a foreign citizen as an employee of a foreign enterprise provided his stayin

India does not exceed 90 days [Sec. 10(6)(vi)]

9. Salary received by a non-resident foreign citizen as a member of ship’s crew provided

10.

11.

12.

13.

14.

15.

16.

17.
18.

19.
20.
21.
22.

his total stay in India does not exceed 90 days [Sec. 10(6)(vii)]
Remuneration received by an employee, being a foreign national, of a foreign government
deputed in India for training in a Government establishment or public sector undertaking
[Sec. 10(6)(xi)]
Tax paid on behalf of foreign companies [Sec. 10(6A)]
Tax paid by Government or an Indian concern in case of a non-resident / foreign company
[Sec.10(6B)]
Income arising to notified foreign companies from services provided in or outside India
in project connected with the security of India [Sec. 10(6C)]
Foreign allowance granted by the Government of India to its employees posted abroad [Sec.
10(7)]
Remuneration received from a foreign Government by an individual who is in India in
connection with any sponsored co-operative technical assistance programme with a
foreign Government and the income of the family members of such employee [Sec.
10(8)and(9)]
Remuneration / fee received by non-received consultants and their foreign employees [Sec.
10(8A),(8B) and (9)]
Death-cum-retirement gratuity [Sec. 10(10)]
Commuted value of pension and any payment received by way of commutation of pension by
as individual out of annuity plan of LIC or any other insurer from a fund set up by that
corporation or insurer [Sec. 10(10A)]
Leave salary [Sec. 10(10AA)]
Retrenchment compensation [Sec. 10(10B)]
Compensation received by victims of Bhopal gas leak disaster [Sec. 10(10BB)]
Compensation from the Central Government or a state Government or a local
authority received by an individual or his legal heir on account of any disaster [Sec.
10(10BC)]
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Compensation received from a public sector company at the time of voluntary retirement or

separation [Sec. 10(10C)]

Any sum (including bonus) on life insurance policy (not being a keyman insurance policy)

[Sec. 10(10D)]

Any amount from provident fund paid to retiring employee [Sec. 10(11)]

Amount from an approved superannuation fund to legal heirs of the employee [Sec. 10(13)]

House rent allowance subject to certain limits [Sec. 10(13A)]

Special allowance granted to an employee [Sec. 10(14)]

Interest from certain exempted securities [Sec. 10(15)]

Payment made by an Indian company, engaged in the business of operation of an aircraft, to

acquire an aircraft on lease from a foreign Government or foreign enterprise [Sec. 10(15A)]

Scholarship granted to meet the cost of education [Sec. 10(16)]

Daily allowance of a member of parliament or state Legislature (entire amount is exempt), any
other allowance subject to certain conditions [Sec. 10(17)]

Rewards given by the central or state Government for literary, scientific or artistic work or

attainment or for service for alleviating or for service for alleviating the distress of the poor,

the weak and the ailing, or for proficiency in sports and games or gallantry awards approved

by the Government [Sec. 10(17A)]

Pension and family pension of gallery award winners [Sec. 10(18)]

Family pension received by family members of armed forces [Sec. 10(19)]

National property income of any one place occupied by a former ruler [Sec. 10(19A)]

Income from local authorities [Sec. 10(20)]

Any income of housing boards constituted in India for planning, development or improvement

of cities, town or villages [Sec. 10(20A)]

Any income of an approved scientific research association [Sec. 10(21)]

Income of specified non- agencies [Sec. 10(22B)]

Any income (other than interest on securities income from property income received

for rendering any specific services and income by way of interest or dividends) of

approved professional bodies [Sec. 10(23A)]

Any income received by any person on behalf of any regimental fund or non public fund
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established by the armed forces of the union for the welfare of the past and present
members of the such forces or their dependents [Sec. 10(23AA)]
Income of funds established for the welfare of employees [Sec. 10(23AAA)]
Any income of the pension fund set by LIC or any other insurer approved by the controller of
insurance or insurance Regulatory and development authority [Sec. 10(23AAB)]
any income (other than business income) of a trust or a society approved by Khadi and village
industries commission [Sec. 10(23B)]
Income of an authority whether known as Khadi and village industries board or by any other
name for the development of Khadi and village industries [Sec. 10(23BB)]
Income of the European Economic Community derived in India by way of, interest, dividends
or capital gains in certain cases [Section 10(23BBB)]
Any income arising to anybody or authority established, constituted or appointed under any
enactment for the administration of public religious or charitable trusts or endowments or
societies for religious or charitable purposes [Section 10(23BBA)]
Income of SAARC Fund for Regional Projects, set up by Colombo Declaration [Section
10(23BBC)]
Any income of Secretariat of Asian Organisation of Supreme Audit Institutions
[Section 10(23BBD)]
Any income received by any person on behalf of specified national funds and approved
public charitable trust or institution [Section 10(23C)]
Income of Mutual Fund set up by — a public sector bank or a public financial
institution [Section 10(23D)]
Any income by way of dividend, or long term capital gains of venture capital funds
and venture capital companies [Section 10(23F)]
Income of a member of Scheduled Tribe, living in Nagaland, Manipur, Tripura, Arunachal
Pradesh and Mizoram from any source arising by reason of his employment therein and
income by way of dividend and interest on securities [Section 10(26)]
Any income accruing or arising to any resident of Ladakh from any source therein or out of
India before the assessment year 1989-90, provided that such person was resident in Ladakh

in the previous year relevant to the assessment year 1962-63 [Section 10(26A)]
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the Government formed for promoting the interest of Scheduled Castes/Tribes [Section
10(26B)]

Income of co-operative society formed for promoting interests of members of
Scheduled Castes/Scheduled Tribes [Section 10(27)]

Income by way of subsidy from Tea Board for replanting or replacement of tea bushes or for
the purpose of rejuvenation or consolidation of areas used for cultivation of tea in India
[Section 10(30)]

Subsidy received by planters of Rubber, Coffee, Cardamon [Section 10(31)]

Income of a minor child up to Rs. 1,500 in respect of each minor child whose income is
includible under section 64(1A) [Section 10(32)]

Any income by way of Capital gains on transfer of US-64 units [Section 10(33)]

Dividend on or after April, 2003 from domestic companies [Section 10(34)]

Income on units of Mutual Funds on or after April 1, 2003 [Section 10(35)]

Long term Capital gains on transfer of listed Equity Shares purchased during 1-3-2003 to 29-
2-2004 [Section 10(36)]

Capital gain to individual/HUF on compensation received on compulsory acquisition of
urban agriculture land [Section 10(37)]

Long term capital gain in some cases [Section 10(38)]

Sum received without consideration from international sporting event held in India [Section
10(39)]

Income of Industrial Units situated in trade-free zones, specified technology parks etc.
[Section 10A]

Income from specified 100% export oriented undertakings [Section 10B]

Income from property held for approved charitable or religious purposes [Section 11]

Specified Income of Registered political parties [Section 13A7968

Permanent Account Number (PAN) is a ten-digit alphanumeric number, issued in the form of a
laminated card, by the Income Tax Department, to any "person” who applies for it or to whom the
department allots the number without an application.

PAN enables the department to link all transactions of the "person” with the department. These
transactions include tax payments, TDS/TCS credits, returns of income/wealth/gift/FBT, specified
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transactions, correspondence, and so on. PAN, thus, acts as an identifier for the "person™ with the
tax department.

PAN was introduced to facilitates linking of various documents, including payment of taxes,
assessment, tax demand, tax arrears etc. relating to an assessee, to facilitate easy retrieval of
information and to facilitate matching of information relating to investment, raising of loans and
other business activities of taxpayers collected through various sources, both internal as well as
external, for detecting and combating tax evasion and widening of tax base.

A typical PAN is AFZPK7190K.
First three characters i.e. "AFZ" in the above PAN are alphabetic series running from
AAAt0 ZZZ

Fourth character of PAN i.e. "P" in the above PAN represents the status of the PAN holder. "P"
stands for Individual, "F" stands for Firm, "C" stands for Company, "H" stands for HUF, "A"
stands for AOP, "T" stands for TRUST etc.

Fifth character i.e. "K" in the above PAN represents first character of the PAN
holder's last name/surname.

Next four characters i.e. "7190" in the above PAN are sequential number running from 0001 to
9999.

Last character i.e. "K" in the above PAN is an alphabetic check digit.
WHY IS IT NECESSARY TO HAVE PAN?

It is mandatory to quote PAN on return of income, all correspondence with any income tax
authority. From 1 January 2005 it has become mandatory to quote PAN on challans for any
payments due to Income Tax Department.

It is also compulsory to quote PAN in all documents pertaining to the following financial
transactions :-

(@) sale or purchase of any immovable property valued at five lakh rupees or more;

(b) sale or purchase of a motor vehicle or vehicle, [the sale or purchase of a motor vehicle
or vehicle does not include two wheeled vehicles, inclusive of any detachable side-car
having an extra wheel, attached to the motor vehicle;]

(c) a time deposit, exceeding fifty thousand rupees, with a banking company ;

(d) a deposit, exceeding fifty thousand rupees, in any account with Post Office Savings
Bank;

(e) a contract of a value exceeding one lakh rupees for sale or purchase of securities;
(f) opening a bank account;

(9) making an application for installation of a telephone connection (including a cellular
telephone connection);

(h) payment to hotels and restaurants against their bills for an amount exceeding twenty-
five thousand rupees at any one time ;

(i) payment in cash for purchase of bank drafts or pay orders or banker's cheques for an
amount aggregating fifty thousand rupees or more during any one day;
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() deposit in cash aggregating fifty thousand rupees or more with a bank during any one
day;

(k) payment in cash in connection with travel to any foreign country of an amount
exceeding twenty-five thousand rupees at any one time.

() making an application for issue of credit card or debit card.

(m) payment of an amount of fifty thousand rupees or more to a Mutual Fund for purchase
of its units;

(n) payment of an amount of fifty thousand rupees or more to a company for acquiring
shares issued by it;

(0) payment of an amount of fifty thousand rupees or more to a company or an institution
for acquiring debentures or bonds issued by it;

(p) payment of an amount of fifty thousand rupees or more to the Reserve Bank of India

(g) payment of an amount aggregating fifty thousand rupees or more ina year as life
insurance premium to an insurer

(r) payment to a dealer,—
(i) of an amount of five lakh rupees or more at any one time; or

(i) against, a bill for an amount of five lakh rupees or more, for purchase of bullion or
jewellery

PAN - LEGAL FRAMEWORK

The legal authority for allotment and use of the new series of PAN is derived from Section
139A of the Income-tax Act, 1961. This section lays down the framework for PAN, e.g,
who is required to apply for PAN, who else can apply for PAN, who will allot PAN,
transactions where PAN is required to be quoted, use of PAN in TDS certificates and TDS
returns, that one person can have only one PAN and the manner of applying for PAN.

The manner of applying for PAN is laid down in Rule 114 of the Income-tax Rules, 1962.
This rule, amended in 2011, also specifies the copies of documents required to be
submitted along with the PAN application (in form 49A or 49AA, as the case may be) as
proof of identity and address of the PAN applicant.

Rule 114B lists down the documents in which PAN is required to be quoted while entering
into specified transactions/activities. Persons who do not have PAN are exempted from
quoting PAN on furnishing a declaration in Form 60. Rule 114C lists the persons to whom
section 139A does not apply. These are persons who have agricultural income by
furnishing declaration in Form 61, non-residents, and Central Govt./State Govt. and
Consular offices, where they are payers.

Penalty of Rs.10,000/- is imposable u/s 272B for failure to comply with the provisions of
section 139A.
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Possible Questions
Unit -1
Part B

. Define (i) Income and (ii) PAN.

. What is previous year?

. Define (i) Income (ii)Person

. What is meant by Agricultural income?

. Define the following
i) Person
i) Assessee
. What is meant by assessment year?

. State gross total income.

. Describe Residential status.

. What is meant by exemption as per income tax?
10. State two benefits of PAN.

g~ W N
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Part C

11. Explain the Residential status of Individual under Income Tax Act 1961.
12.Following are the income of Rathnam for the previous year 2017-18

a. Profit from the business in Banglore Rs.10,000

b. Income accrued in India but received in Japan Rs. 4,000

c. Profit from business in Canada but received in India Rs. 5,000

d. Income from house property in Karachi received in Bombay Rs. 4,000

e.Profit from business established in England and deposited there, the business being
controlled from India Rs. 20,000

f. Income from house property in America and deposited there Rs. 2,000

g. Past untaxed foreign income brought to India during the previous year Rs. 10,000
Compute his taxable income if he is (i) Resident, (ii) Not Ordinarily Resident,
(iii) Non-Resident.

13. The following are the details of income of SriVenkataraman:

1.Share of income from joint venture in India Rs.10, 000

2.Dividend Rs.1, 000

3.Income from agriculture in Bangladesh Rs.20, 000

4.Salary received in India Rs.9, 800(computed) but the services for the same were rendered in
Kuwait.

5.Income from business (controlled from India) in Pakistan Rs.10, 000 and the income remitted
to India.

6.Income earned and received in Bangladesh from bank deposits Rs.5, 000

7.Income accrued in India but received in Kuwait Rs.10,000
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Compute Sri Venkataraman’s taxable income if he is (i) a resident, (ii) a Not ordinarily resident,
or (iii) a non-resident.

14. Comment on the format of residential status of individual.

15. Discuss any fifteen exempted income u/s 10 of Income Tax Act.

16. The following are the details of income of Shri:
1.Share of income from joint venture in India Rs.10,000
2.Dividend Rs.1,000
3.Income from agriculture in Pakistan Rs.20,000
4.Salary received in India Rs.9,800(computed) but the services for the same were

rendered in Iran.
5.Income from business (controlled from India) in Pakistan Rs.10,000 and the income
remitted to India.
6.Income earned and received in Pakistan from bank deposits Rs.5,000
7.Income accrued in India but received in Iran Rs.10,000
Compute Mr.Shri’s taxable income if he is (i) a resident ,(ii) a Not ordinarily resident ,
(iii) a non-resident.
17. The following are the incomes of Shree Rupak for the previous year 2017-18.
a. Dividend from Indian company Rs. 10,000
b. Profit from business in Japan received in India Rs. 1,20,000
c.Profit from business in Pakistan deposited in a bank there. This business is controlled
from India Rs.2,00,000
d. Profit from business in Indore (Controlled by London Head office) Rs. 1,10,000
e.Interest received from a non-resident Mr. Abdul on the loan provided to him fora
business carried on in India Rs. 50,000
f. Income was earned in America and received there but brought in India Rs.80,000
g. Share of income from Indian partnership firm Rs. 1,50,000
h. Income from house property in India received in America (Computed) Rs. 62,000
i. Interest on debentures of a Indian company received in Dubai Rs. 25,000
J. Capital Gain on sale of agricultural land situated at Ajmer Rs 48,000
Compute his taxable income if he is (i) Resident, (ii) Not Ordinarily Resident,
(iii) Non-Resident.

18. Give ten examples of income which are totally exempt from income-tax.

19. Explain the concept of Income and give its features.

20. Mr. Rahim, an Indian citizen leaves India for the first time on 31% May 2013 and comes
back on 15" May 2016. He again leaves India on 10" June 2017 to come back on 14"
January 2018. He is living in India since then. Determine his status for the previous year
2017-2018.
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II -B.COM PA INCOME TAX LAW &PRACTICE-
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UNIT I option A option B option C option D Answer

Income Tax Act was first

introduced by the British rulers

in 1860 1880 1865 1862 1860

Income-tax Act, come into force 1st day of 1st day of] 1st day of] 1st day of| 1st day of April,

on the April, 1972 April, 1961 April, 1962 April, 1960 1962

Sum of various heads is called Taxable Gross total Adjusted Gross total
income| Total income income income income

The year in which income is assessment

earned is called previous year| current year year next year previous year

Rate of Income tax are fixed The income The finance [Notification of

under ------ tax act act CBDT Sub rules The finance act

Income tax

Sales tax

Customs duty

excise duty

Income tax

Every year the residential status

will certainly

of an assessee ----------- may change |change will not change |citizen may change
In which section of the income

tax act exempted incomes have

been mentioned Sec.10 Sec. 80C 13 2[Sec 10

The current previous year is ------

————— 2012-13 2014-15 2015-16 2017-18 2017-18




The current assessment year is --

—————————— 2012-13 2018-19 2014-15 2015-16 2018-19
is a person by
whom any tax or any other sum
of money is payable under the Assesee in| representative deemed
Income Tax Act 1961 assessee default assessee assessee assessee
Income tax is levied on Quarterly Half yearly
Monthly basis basis basis Yearly basis Yearly basis
Agricultural income is Income from Income from sale
sale of crop| Dairy income Mining Fishery of crop
Dividend from| Interest from| Dividend from
It is exempted income Indian Indian foreign cooperative Dividend from
company company company dividend| Indian company

“Assessment year” as the period
of twelve months starting from
the every year

first day ofj
April

first day of]
January

first day of]
March

first day of]
December

first day of April

At least 60
days in
previous year

At least 730

At least 729

Basic condition will be for a & 365 days in days in days in

person who leaves India for At least 182 preceding 4 preceding 7 preceding 7| At least 182 days
employment days in India years years years in India
Income tax refers to tax is paid

for their earnings expenses cost price earnings




refers to excess
of gross total income after

allowing deduction under section Gross total Net total Adjusted
80 income income income| taxabl income| Net total income
income refers to any
rent or revenues derived from
land which is used for
agricultural purposes or
operations salary| Agricultural| house property capital gain Agricultural
is a person who
satisfies the basic and additional Not ordinarily
conditions under this act Resident Resident| Non Resident Foreigner Resident
Deemed assessee is also known [ representative Assesee in ordinary representative
as assessee default assessee assessee assessee
on sale of
on sale of on sale of residential sale of personal on sale of]
Exemption U/S54 is allowed land shares house effects residential house
computers computers
Which of the following is not tenancy Right to proces |purchased for purchased for
a'self generating Asset'? Goodwill rights an article office use. office use.
another
Exemption U/S54 is allowed for |residential another
investemnt in house land shares jewellery residential house
Exemption U/S54B is allowed Agricultural |Residential nonagricultural
for investment in land house shares land Agricultural land
Residential Status is to be
determined for each assessment
previous year year next year current year previous year




is those incomes
which do not form part of the

i i Exempted Gross total

total income under income tax. income| Total Income income| Taxabl income| Exempted income
There are exempted
incomes under Income Tax Act
for the Assessment Year 2018 -
2019 96 90 91 95 91
A Senior Citizen is a person, who
is of the age of 80 Years 85 Years 65 Years 60 Years 60 Years
A Super Senior Citizen is a
person, who is of the age of

80 Years 85 Years 65 Years 60 Years 80 Years
Which one of the following is not
a direct tax? Income Tax| Wealth Tax Gift Tax Sales Tax Sales Tax
The taxes levied by the
government is used for the particular
benefit of the government public individual sector public
Agricultural income is fully
exempted from tax U/s 10 (8) U/s 10 (5) U/s 10 (1) U/s 10 (2) U/s 10 (1)
Tax on tax is called as --------- surcharge gross tax net tax. total tax surcharge
The concession in the amount of
tax liability subject to certain tax
conditions are called----- tax rebate exemption tax holiday tax perquisite tax rebate




According to Income Tax Act

1961, Person includes, Individual HUF firm all the above all the above
person who does not fulfill the

statutory obligations given under|ordinary Representativ [assessee- in- deemed assessee in
the Act is called — assessee € assessee default. assessee default
Income not earned and not Foreign Indian

accrued in India is------- income. |income income total income. net income foreign income
A person not only liable for his

own income, but also for others |ordinary Representativ| Assessee — in — representative
income or loss is called -- resident e assessee default. NRI assessee
Agricultural income is ------------- partially

income fully exempt |exempt fully taxable. |not an income fully exempt
Education cess is leviable on ----- Income Tax + income tax +
- Income tax |Surcharge Surcharge total tax surcharge
Education cess is leviable @ ------

————— 3% 2% 1% 5% 2%
Residential status is to be Assessment [Accounting

determined for ---------- Previous year |year year financial year previous year
Maximum exemption on which

income tax is not chargeable for

the assessment year 2018-19 is -

------------ Rs. 1,00,000 | Rs. 1,35,000 | Rs. 1,85,000 |Rs.2,50,000 Rs.2,50,000
Income tax rules was passed in

the year ------------—-- 1961 1962 1963 1964 1962
Higher Education cess is leviable

@ ----------- 3% 2% 1% 5% 1%




According to Income Tax Act

1961, Person includes, Individual HUF firm all the above all the above
While determining the

residential status of individual

basic conditions are given u/s ---

- 6(1) 6(2) 6(3) 6(4) 6(1)
While determining the

residential status of individual

additional conditions are given

u/s - 6(1) 6(2) 6(3) 6(4) 6(3)
If an individual satisfies any one

condition of the basic conditions

and both the conditions of the

additional conditions , then he is Not ordinary

called ------------ Non resident |resident Resident assessee resident
If an individual does not satisfies

any one condition of the basic

conditions then he is said to be -- Not ordinary

——————————————— Non resident |resident Resident person non- resident
Income earned and received Resident and

outside India is taxable to -------- Resident not ordinary

- All assessees |only resident. person resident only
Income earned and received out

side India from any other

sources is taxable -------- Only resident | NOR Non resident citizen only resident




According to Income Tax Act

1961, Person includes, Individual HUF firm all the above all the above
Gratuity received by the

employees working on Partially

government service shall be ------ fully exempt | fully taxable [taxable. none fully exempt
The full amount of scholarship

granted to meet the cost of

education is ----------- Taxable Exempted Rebate debate Exempted
Income earned and received

outside India from a business

controlled or profession set up in

India is taxable to -------------- Only resident | NOR non resident citizen only resident
Income earned and received

outside India in the years

preceding the previous year and

remitted to India during the

previous year is taxable to --------

————— Only resident | NOR non resident |citizen not taxable
Rs.2,000 earned in India but

received in canada is taxable to --

———————————— Resident NOR non resident [taxable to all taxable to all
Profit earned from the business resident and

in Mumbai is taxable -------------- Resident not ordinary

All assessees

only

resident

citizen

all assessees




According to Income Tax Act

1961, Person includes, Individual HUF firm all the above all the above
Taxable as taxable as
Salary received by a member of |Exempt from |Taxable income from business
parliament is ---------- tax salary income |other sources. [income Exempt from tax
Firm is an entity which comes
into existence as a result of
agreement partnership |soletrader legal authorised partnership
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INCOME FROM SALARIES

Salary (Section 15 — 17)

Salary is the remuneration received by or accruing to an individual, periodically, for
service rendered as a result of an express or implied contract. The actual receipt of salary in the
previous year is not material as far as its taxability is concerned. According to Income Tax Act
there are certain conditions where all such remuneration is chargeable to income tax:

1. When due from the former employer or present employer in the previous year, whether paid or
not

2. When paid or allowed in the previous year, by or on behalf of a former employer or present
employer, though not due or before it becomes due.

3. When arrears of salary is paid in the previous year by or on behalf of a former employer or

present employer, if not charged to tax in the period to which it relates.

Section 17(1) of the Income tax Act gives an inclusive and not exhaustive definition of “Salaries”
, which includes:

() Wages

(ii) Annuity or pension

(ii) Gratuity

(iv) Fees, Commission, allowances perquisites or profits in lieu of salary

(v) Advance of Salary

(vi) Amount transferred from unrecognized provident fund to recognized provident fund

(vii) Contribution of employer to a Recognized Provident Fund in excess of the prescribed limit
(viii) Leave Encashment

(ix) Compensation as a result of variation in Service contract etc.
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(x) Contribution made by the Central Government to the account of an employee under a notified
Pension scheme.
Arrears of Salary

Salary in arrears / advance, received in lump sum, is liable to tax in the year of receipt.
Relief can be obtained for salary arrears u/s 89(1) of the Income Tax Act.

Pension

Pension is a payment made by the employer after the retirement or death of employee as a
reward for past service. It is normally paid as a periodical payment on monthly basis but certain
employers may allow an employee to forgo a portion of pension in lieu of lump sum amount. This
is known as commutation of pension.

The treatment of these two kinds of pension is as under:

Periodical pension (or uncommuted pension): It is fully taxable in the hands of all employee,
whereas government or non-government.

Commuted pension

For employees of government organizations, local authorities and statutory corporations, it
is fully exempted from tax, hence not included in gross salary.

For other employees, commuted value of half of the total value of pension is exempted
from tax however, the employee is also receiving gratuity (another retirement benefit) along with
pension, then one third of the total value of pension is exempted from tax. Amount received in
excess of this is taxable, so included in gross salary.

Pension received by employee is taxable under the head “Salaries”. However, family
pension received by legal heirs after death of employee is taxable under ‘Income from other
sources’ For Central Government Employees joined on or after 1-1-2004, 10% of Salary is
compulsory deducted towards Pension with a matching contribution from the Govt. and is Non-
Taxable u/s 80CCD. Only Terminal Benefit is charged to tax.

Gratuity

Gratuity is the payment made by the employer to an employee in appreciation of past
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services rendered by the employee. It is received by the employee on his retirement. Gratuity is
exempted up to certain limit depending upon the category of employee. For the purpose of
exemption, employees are divided into 3 categories:
(i) Government employees and employees of local authority:
In case of such employees, the entire amount of gratuity received by then is exempted from tax.
Nothing will be added to gross salary.
(ii) Employees covered under Payment of Gratuity Act, 1972
In case of employees who are covered under Payment of Gratuity Act, the minimum of the
following amounts are exempted from tax:
1.) Amount of gratuity actually received.
2.)15 days of salary for every completed years of service or part thereof in excess of six
months. (15 / 26 x [basic salary + Dearness Allowance] x No. of years of service+1
[if fraction > 6 months]).
3.) Rs.10, 00,000 (amount specified by government).
(iii) Other employees.
In case of employees not falling in the above two categories, gratuity received from the employers
is exempt to the extent of minimum of following amounts:
1. Actual amount of gratuity received.
2. Half month average salary for every completed year of service
(1/2 x average salary of last 10 months x completed years of
service).
3. Rs. 10, 00,000 (amount specified by government).
Salary = 10 months average salary preceeding the month of retirement. = Basic Pay +
Dearness Allowance considered for retirement benefits + commission (if received as a fixed

percentage on turnover).

Hlustration:1
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Mr. Ashikh retired in September, 2012 after having put in 42 years of service in a company.
His average salary for 10 months preceding Sept. 2012 was Rs:2500 p.m. He received a gratuity
of Rs;60,000. Compute his taxable gratuity.

Solution:
Mr.Ashikh is not covered by the Payment of Gratuity Act,1972. He has put in 42 years of
completed service. Here, least of the following is exempted:
Y, month’s salary for every completed years of service (2500x %2 x 42) = 52,500
Actual amount of gratuity received = Rs: 60,000

Statutory limit = Rs: 10,00,000

Particulars ~ Rs:
Amount of gratuity received 60,000
Less: amount exempted 52,500
Taxable Gratuity 7500
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Computation of taxable Amount of Gratuity

lllustration 2: '
Mr. Athul, covered under the Payment of Gratuity Act, 1972, retires on 10" January, 2013
after serving the company for 16 years. At the time of retirement his basic salary was Rs:4,400
p.m. and DA Rs:800 p.m. On retirement he receives Rs:1,00,000 as gratuity. Compute the
amount of gratuity exempt U/s 10(10).
Solution :
As Mr. Athul is covered by the Payment of Gratuity Act, 1972, out of the gratuity received by
him, the least of the following is exempted u/s 10(10):

15 days salary for every completed years of service:

(4400+800) x 15/26 x 16 years = 48,000

Actual amount of gratuity received = Rs:

1,00,000 Statutory limit = Rs:10,00,000

Therefore exempted amount = 48,000.

Leave Salary

Employees are entitled to various types of leave. The leave generally can be taken
(casual leave/medical leave) or it lapses. Earned leave is a kind of leave which an employee is
said to have earned every year after working for some time. This leave can either be availed
every year, or get encashment for it. If leave is not availed or encashed, it is allowed to be
carried forward. This leave keeps getting accumulated and is encashed by employee on his
retirement.
The tax treatment of leave encashment is as under:
()Encashment of leave while in service. This is fully taxable and so is added to gross salary.
(i))Encashment of leave on retirement. For the purpose of exemption of accumulated leave
encashment, the employees are divided into two categories. They are Govt employees and

Other employees.
5]43
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-State or Central Government employees:

Leave encashment received by government employees is fully exempted from tax. Nothing is
to be included in gross salary

643
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Other employees:

Leave encashment of accumulated leave at the time of retirement received by other employees
is exempted to the extent of minimum of following four amounts:

1. Amount specified by Central Government (3,00,000).

2. Leave encashment actually received.

3.10 months average salary (10 x average salary of 10 months preceeding

retirement).

4. Cash equivalent of unavailed leave.

(Leave entitlement is calculated on the basis of maximum 30 days leave every year, cash
equivalent is based on average salary of last 10 months).

Salary = Basic Pay + Dearness Allowance (forming a part of salary for retirement benefits) +

Commission (if received as a fixed percentage on turnover).

Illustration:3

Mr.Afsal was employed in a company. He took voluntary retirement on 1% December, 2015
after completing 25 years of service. On 1% January, 2013 his salary was Rs: 4,000 p.m. after
adding the annual increment. The total leave aviled during service is 10 months and actual
amount received is Rs: 1,60,000 on encashment. Compute the amount exempt regarding

encashment of earned leave.

Solution:
The exempted amount of leave encashment is least of the following:

Cash equivalent of earned leave (15 months leave x Rs:4,000) = Rs: 60,000

Ten months average salary (10 months x Rs; 4,000) = Rs: 40,000
Actual amount of leave salary received =Rs: 1,60,000
Statutory Limit = Rs: 3,00,000

Therefore, the exempted amount of leave salary is Rs: 40,000.
7143
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Mr. Abhijith retired on 31% October, 2015 after serving 20 years. He received Rs: 96,000 as
leave encashment for 12 months. His average salary at the time of retirement amounted to Rs:
7,400. He had 2 months leave at his credit. Find the taxable amount of leave encashment.

Solution:
Exempted amount of leave encashment is least of the following:

Cash equivalent of earned leave (2 months leave x Rs:7,400) = Rs: 14,800

Ten months average salary (10 months x Rs; 7,400) =Rs: 74,000

Actual amount of leave salary received =Rs: 96,000

Statutory Limit = Rs: 3,00,000
Therefore, the taxable amount of leave salary = 96,000 — 14,800 = Rs: 81,200

Retrenchment Compensation 10(10B)
Retrenchment compensation is the compensation is received by a workman at the
time of (i) closing down of the undertaking.(ii) transfer (irrespective of by

agreement/compulsory acquisition) if the following conditions are satisfied:

1. Service of workmen interrupted by transfer

2. Terms and conditions of employment after transfer are less favourable

3. New employer is not under a legal obligation whether under the terms of transfer or
otherwise to pay compensation on the basis that the employee’s service has been continuous
and has not been interrupted by transfer. The exemption is granted to the least of the

followings:
8143
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(1) Actual amount received
(i) Amount determined under the Industrial Disputes Act, 1947
(iii) Maximum Limit Rs 5,00,000

Illustration:5
Mr, Adithya Raveendran is employed in a company at Allahabad since 1% October,1998. He is
getting a salary of Rs:12,000 p.m. and Rs:2,400 p.m. as DA since 1-1-2011. His service was
terminated on account of retrenchment of employees on 1-7-2012 and he was paid Rs:96,000
as compensation. Compute taxable amount of compensation for the AY 2013-14.
Solution:
The exempted amount of retrenchment compensation is least of the
following: Actual retrenchment compensation received = Rs:
96,000
15 days salary for every completed years of service= 14x % X
14400=Rs:1,00800. Maximum limit Rs: 5,00,000
Sum calculated as per Industrial Dispute Act, 1947 = not given
Therefore, taxable amount of retrenchment compensation= 96,000—96,000 =
Nil

Voluntary Retirement Compensation 10(10c)

The following Conditions are to be met for claiming exemption:

() An individual, who has retired under the Voluntary Retirement scheme, should not be
employed in another company of the same management.

(i) He should not have received any other Voluntary Retirement Compensation before from
any other employer and claimed exemption.

(i) Exemption u/s 10(10C) in respect of Compensation under VRS can be availed by an
Individual only once in his lifetime.

Exemption is allowed to the least of the followings:
9143
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(1) Actual amount received

(i) Maximum Limit Rs 5,00,000

(i) The highest of the following:
1. Last drawn salary x 3 x No. of fully completed years of service
2.Last drawn salary x Balance of no. of months of service left .

Taxable Value of Allowances

Allowance is a fixed monetary amount paid by the employer to the employee (over and
above basic salary) for meeting certain expenses, whether personal or for the performance of
his duties. These allowances are generally taxable and are to be included in gross salary unless
specific exemption is provided in respect of such allowance. For the purpose of tax treatment,

we divide these allowances into 3 categories:

I. Fully taxable cash allowances
I1. Partially exempt cash Allowances

I11. Fully exempt cash allowances.

Fully Taxable Allowances
Dearness Allowance and
Dearness Pay City Compensatory Allowance
Tiffin / Lunch Allowance
Non practicing Allowance Warden or Proctor Allowance
Deputation Allowance
Overtime Allowance
Fixed Medical Allowance
Servant Allowance
Other allowances:- There may be several other allowances like family allowance, project

allowance, marriage allowance, education allowance, and holiday allowance etc. which are
1043
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not covered under specifically exempt category, so are fully taxable.

Partly Exempted Allowances

House Rent Allowance or H.R.A. [Sec. 10(13A)

Rule 2A] Conditions for claiming exemption:

1.Assessee is in receipt of

HRA.

2. He has to pay rent.

3.Rent paid is more than 10% of salary.

An allowance granted to a person by his employer to meet expenditure incurred on payment
of rent in respect of residential accommodation occupied by him is exempt from tax to the
extent of least of the following three amounts:

a)House Rent Allowance actually received by the assessee

b) Excess of rent paid by the assessee over 10% of salary due to him

c) An amount equal to 50% of salary due to assessee (If accommodation is situated in

Mumbai,

Kolkata, Delhi, Chennai) ‘Or’ an amount equal to 40% of salary (if accommodation is
situated in any other place).

Salary for this purpose includes Basic Salary, Dearness Allowance (if it forms part of salary
for the purpose of retirement benefits), Commission based on fixed percentage of turnover

achieved by the employee.

While claiming exemption the following points are considered :

1. The exemption shall be calculated on the basis of where the accommodation is situated.
2. If the place of employment is the same for the whole year, then exemption shall be
calculated for the whole year.

3. If there is a change in place during the previous year, then it will be calculated on a

11143
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monthly basis

4. Exemption should be calculated in respect of the period during which rental
accommodation is occupied by the employee during the previous year.

5. Salary for the period during which rental accommodation is not occupied shall not be
considered.

Illustration:6

Mr. Aswin is entitled to a basic salary of Rs 5,000 p.m. and dearness allowance of Rs
1,000p.m., 40% of which forms part of retirement benefits. He is also entitled to HRA of Rs
2,000 p.m. He actually pays Rs 2,000 p.m. as rent for a house in Delhi. Compute the taxable
HRA.

Solution:
Salary for HRA = (5,000 x 12) + (40% x 1,000 x 12) = 64,800

Particulars Rs: Rs:
Amount received during the financial year for HRA 24,000
Less: Exemption u/s 10(13A) Rule 2A Least of the followings:

(a) Actual amount received 24,000

(b) 50% of Salary of Rs 64,800 32,400

(c) Rent paid less 10% of Salary [2,000 x 12 — 10% of 64,800] 17,520 17,520
Taxable HRA 6,480

Entertainment Allowance
This allowance is first included in gross salary under allowances and then deduction is

given to only central and state government employees under Section 16 (ii).

Special Allowances for meeting official expenditure
Certain allowances are given to the employees to meet expenses incurred exclusively in
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performance of official duties and hence are exempt to the extent actually incurred for the
purpose for which it is given. These include travelling allowance, daily allowance, conveyance

allowance, helper allowance, research allowance and uniform allowance.

Special Allowances to meet personal expenses:
There are certain allowances given to the employees for specific personal purposes and

the amount of exemption is fixed.

i. Children Education Allowance: This allowance is exempt to the extent of Rs.100 per month
per child for maximum of 2 children (grand children are not considered).

ii. Children Hostel Allowance: Any allowance granted to an employee to meet the hostel
expenditure on his child is exempt to the extent of Rs.300 per month per child for maximum

of 2 children.

iii. Transport Allowance: This allowance is generally given to government employees to
compensate the cost incurred in commuting between place of residence and place of work. An
amount uptoRs.800 per month paid is exempt. However, in case of blind and orthopedically
handicapped persons, it is exempt up to Rs. 1600 p.m.

iv. Running Allowance (Out of station allowance ): An allowance granted to an employee
working in a transport system to meet his personal expenses in performance of his duty in

the course of running of such transport from one place to another is exempt up to 70% of
such allowance or Rs.10000 per month, whichever is less.

v.) Tribal area allowance: Exemption is available as Rs: 200

p.m.

vi) Under ground allowance : Exempted up to Rs:800 p.m.

Fully Exempt Allowances
(i) Foreign allowance: This allowance is usually paid by the government to its employees being

Indian citizen posted out of India for rendering services abroad. It is fully exempt from tax.
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(ii) Allowance to High Court and Supreme Court Judges of whatever nature are exempt from tax.

(iii) Allowances from UNO organization to its employees are fully exempt from tax.

Perquisites

Perquisites are defined as any casual emolument or benefit attached to an office or
position in addition to salary or wages. . Perquisites are taxable and included in gross salary only
if they are
(i) allowed by an employer to an employee, (ii) Allowed during the continuation of employment,
(iii) directly dependent on service, (iv) resulting in the nature of personal advantage to the
employee and (v) derived by virtue of employer’s authority.

As per Section 17 (2) of the Act, perquisites include:

1.Value of rent free accommodation provided to the employee by the employer.

2. Value of concession in the matter of rent in respect of accommodation provided to the
employee by his employer.

3. Value of any benefit or amenity granted free of cost or at a concessional rate in any of the
a) by a company to an employee who is a director thereof

b) by a company to an employee who has substantial interest in the company

c) by any employer to an employee who is neither a director, nor has substantial interest in the
company, but his monetary emoluments under the head ‘Salaries’ exceeds Rs.50, 000.

4. Any sum paid by the employer towards any obligation of the employee.

5. Any sum payable by employer to effect an assurance on the life of assessee.

6. The value of any other fringe benefit given to the employee as may be prescribed

Classification of Perquisites
For tax purposes, perquisites specified under Section 17 (2) of the Act may be classified as
follows:

(1) Perquisites that are taxable in case of every employee, whether specified or not
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(2) Perquisites that is taxable in case of specified employees only.

(3) Perquisites that is exempt from tax for all employees

Perquisites Taxable in case of all Employees

The following perquisites are taxable in case of every employee, whether specified or not:

1. Rent free house provided by employer

2. House provided at concessional rate

3.Any obligation of employee discharged by employer e.g. payment of club or hotel bills of
employee, salary to domestic servants engaged by employee, payment of school fees of
employees’ children etc.

4. Any sum paid by employer in respect of insurance premium on the life of employee

5. Notified fringe benefits (on which fringe benefit tax is not applicable) — it includes interest free

or concessional loans to employees, use of movable assets, transfer of moveable assets.

Perquisites taxable in case of Specified Employees only

Specified Employee:

An Individual will be considered as a Specified Employee if:

- He is a director of a company, or

« He holds 20% or more of equity voting power in the company,

« Monetary salary in excess of 50,000: His income under the head salaries, (from any employer
including a company) excluding non-monetary payments exceeds 50,000. For the above purpose,
salary, should be arrived at after making the following deductions:

(a) Entertainment Allowance

(b) Professional Tax.

The following perquisites are taxable in case of such employees:

1. Free supply of gas, electricity or water supply for household consumption

2. Free or concessional educational facilities to the members of employees household

3. Free or concessional transport facilities

15143

Prepared by: R.Jayalakshmi, Dr. Dharmaraj, Assistant Professor, Department of Commerce,
KAHE



KARPAGAM ACADEMY OF HIGHER EDUCATION

CLASS: 11 BCOM PA COURSE NAME: INCOME TAX LAW AND PRACTICE
COURSE CODE: 18PAU302 UNIT: II BATCH-2018-2021

4. Sweeper, watchman, gardener and personal attendant

5. Any other benefit or amenity

Perquisites which are tax free for all the employees

This category includes perquisites which are tax free for the employees and also other
perquisites on which employer has to pay a tax (called Fringe Benefit Tax) if they are given to the
employees and so are not taxable for them.
The following perquisites are exempt from tax in all cases and hence not includible for the
purpose of tax deduction at source under section 192 during the financial year 2008-09:
1. Provision for medical facilities subject to limit
2. Tea or snacks provided during working hours
3. Free meals provided during working hours ina remote area or an offshore installation
4. Perquisites allowed outside India by the Government to a citizen of India for rendering service
outside India.
5. Sum payable by an employer through a recognized provident fund or an approved
superannuation or deposit-linked insurance fund established under the Coal Mines Provident
Fund or the Employees Provident Fund.
6. Employer’s contribution to staff group insurance scheme.
7. Leave travel concession subject to Sec.10 (5)
8. Payment of annual premium by employer on personal accident policy effected by him on his
employee
9. Free educational facility provided in an institute owned/maintained by employer to children of
employee provided cost/value does not exceed = 1,000 per month per child (no limit on no. of
children)
10. Interest-free/concessional loan of an amount not exceeding 20,000
11. Computer/laptop given (not transferred) to an employee for official/personal use.
12. Transfer without consideration to an employee of a movable asset (other than

computer, electronic items or car) by the employer after using it for a period of 10 years or
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13. Traveling facility to employees of railways or airlines.

14. Rent-free furnished residence (including maintenance thereof) provided to an Official

of Parliament, a Union Minister or a Leader of Opposition in Parliament.

15. Conveyance facility provided to High Court Judges u/s22B of the High Court Judges
(Conditions of Service) Act, 1954 and Supreme Court Judges u/s 23A of the Supreme Court
Judges (Conditions of Service) Act, 1958.

16. Conveyance facility provided to an employee to cover the journey between office and
residence.

17. Accommodation provided in a remote area to an employee working at a mining site or an
onshore oil exploration site, or a project execution site or an accommodation provided in an
offshore site of similar nature.

18. Accommodation provided on transfer of an employee in a hotel for not exceeding 15 days in
aggregate.

19. Interest free loan for medical treatment of the nature given in Rule 3A.

20. Periodicals and journals required for discharge of work.

21. Tax on perquisite paid by employer [Sec.10 (10CC)]

22. Other Exempted Payments:

i. Bonus paid to a football player after the World Cup victory to mark an exceptional event

ii. Payment made as a gift in appreciation of the personal qualities of the employee.

iii. Payment of proceeds of a benefit cricket match to a great cricket player after he retired from
test match.

iv. Trust for the benefit of employee’s children

Valuation of Perquisites
Medical facilities
Medical facilities provided to employee are exempt from tax.

A. Medical benefits within India which are exempt from tax include the following:
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a) Medical treatment provided to an employee or any member of his family in 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) Ina hospital maintained by government or local authority or approved by the government for
medical treatment of its employees.
(i) In respect of the prescribed diseases or ailments in any hospital approved by the
Chief Commissioner.
(i) Premium paid by the employer on health insurance of the employee under an approved
scheme.
c) Premium on insurance of health of an employee or his family members paid by employer
Limited Exemption: If the ordinary medical treatment of the employee or any member of his
family is done at any private hospital, nursing home or clinic, the exemption is restricted to Rs.15,
000.
B. Medical Treatment outside India which is exempt from tax includes the following:
a)Any expenditure incurred by employer on the medical treatment of the employee or any
member of his family outside India.
b)Any expenditure incurred by employer on travel and stay abroad of the patient (employee or
member of his family) and one attendant who accompanies the patient in connection with such
treatment, shall be exempt to the following extent :
(i) The expenditure on medical treatment and stay abroad shall be exempt to the extent
permitted by the Reserve Bank of India.
(ii) The expenditure on travel shall be exempt in full provided the gross total income of the

employee (including this expenditure) does not exceed Rs.2, 00,000.

Valuation of rent free accommodation
For