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	Wealth Tax Act at a glance

	 
	 
Levied on
The net wealth of the assessee being the aggregate value of all assets or deemed assets, on the valuation date less the aggregate value of all debts owed by him, in excess of Rs. 15, 00,000. 
Taxed entities
Individuals, Hindu undivided families (HUF) and Companies.  
Basic exemptions
Wealth tax shall not be payable by an assessee in respect of the following assets:
 Ø Property held under trust for public purpose of charitable/religious nature in India
Ø Interest in coparcener property of HUF  
Ø Any one building in occupation of Ruler 
Ø Jewellery in possession of Ruler recognized as his heirloom 
Ø Money/assets brought by person of Indian origin/citizen of India (returning from abroad for permanent residence) into India and assets acquired out of such money, within once year preceding date of return and at ay time later.
Ø One house or part of a house or a plot of land belonging to an individual or a HUF.  
Rate of Tax
An assessee shall be charged wealth Tax @1 percent on the amount of his net wealth
Taxing Point
It is the corresponding valuation date relevant to the assessment year in which the net wealth of the assessee exceeds Rs. 15, 00,000. 
Net Wealth
Net Wealth means the amount by which the aggregate value of all assets or deemed assets, wherever located, belonging to the assessee on the valuation date is in excess of the aggregate value of all debts owed by the assessee which have been incurred in relation to the said assets.  
Valuation date
31st March of every year. 
 

	 

	Top

	 

	Applicability

	 
	 

	 
	The Wealth Tax Act, 1957 extends to the whole of India and came into force on 1st April 1957.

	 

	Top

	 

	Charge of Wealth Tax [Section 3(2)]

	 
	An assessee shall be charged wealth Tax @1 percent on the amount by which his net wealth, determined on the basis of nationality and residential status, on the corresponding valuation date relevant to the assessment year exceeds Rs. 15, 00,000.
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	Persons liable to Wealth Tax

	 
	Unlike under the Income-Tax Act, persons assessable under the Wealth Tax Act are only individuals, Hindu undivided families (HUF) and Companies. Representative assessees i.e. executors or legal heirs or administrators of the estate of a deceased person or minors or lunatic etc. are assessed as individuals.
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	Persons not liable to wealth Tax [Section 45]

	 
	Ø       Any non profit making Company registered under section 25 of the Companies Act, 1956 

 
Ø       Any Cooperative Society
Ø       Any Social Club
Ø       Any Political Party
Ø       Any Mutual Fund established under section 10(23D) of the Income Tax Act
Ø       Firm, AOP, Local Authority, Public Charitable or religious Trusts other than those covered under section 21A.
 
Points to be noted:
Ø       An incorporated club, being an association of persons, is not an assessable entity.[Willingdon Sports Club v WTO (1982) (Bom.)]
Ø       Trade union is an artificial juristic entity and cannot be assessed as individual.[State Bank of Travancore Employees Union v CWT (1999) (Mad.)] 
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	Valuation Date

	 
	Valuation date in relation to any year for which an assessment is to be made under this Act means the last day of the previous year as defined in section 3 of the Income Tax Act i.e 31st March of every year.
Point to be noted:
As the net wealth on the last date of the previous year is to be assessed to tax, the net wealth at the last moment of the last date should be assessed and not the net wealth at the first moment of the last date. [Banarsi Das v CWT (1970) (All.)]
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	Computation of Net Wealth

	 
	Meaning of Net Wealth [Section 2(m)]
Net Wealth means the amount by which the aggregate value of all assets or deemed assets, wherever located, belonging to the assessee on the valuation date is in excess of the aggregate value of all debts owed by the assessee which have been incurred in relation to the said assets. 
Computation of Net Wealth
Value of assets belonging to assessee 
ü                                 
ADD: Deemed Wealth under section 4
ü                                 
LESS: Assets Exempt under section 5
 
   -
LESS: Debts incurred in relation to assets 
 
   -
NET WEALTH
 
   =
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	Assets attracting Wealth Tax [Section 2(ea)]

	 
	Section 2(ea) defines an exhaustive definition of the expression assets so as to mean the following six assets to be included in the net wealth. The following Conditions must be satisfied before an asset forms part of Net Wealth:
Ø       It must be an asset as defined under section 2(ea).
Ø       Such assets must belong to the assessee.
The Supreme Court in CWT v Bishwanath Chatterjee (1976) observed that “belong” as per dictionary meant to be the property of rightful possession. It is the property of a person or that which is in its possession as of right which is liable to wealth tax.
Ø       Such asset must be held by the person mentioned under section 4 on the valuation date.
 
Point to be noted:
Rights or interests (otherwise than by way of security) in or over tangible movable property are located in India if such property is located in India. Goods on high Sea cannot be said to be located in India.[CWT v Consolidated Pneumatic Tools Co. Ltd. (1971) SC]
 
 

	 
	1.House

	 
	House means and includes:
Ø       Buildings and land appurtenant thereto whether used for residence or commercial purposes, including guest houses.
Ø       Even farm houses located within 25 kms of municipal limits.
Inclusions
Exclusions
Farm House
Houses occupied exclusively for residential purpose by employees of a company including whole time executive directors whose annual salaries are less than five lacs rupees.
 
Guest house
Any house for residential or commercial purposes which forms part of stock in trade of the assessee.
 
 
Any residential property that has been let out for a minimum period of three hundred days in the previous year.
 
Any property in the nature of commercial establishment or complexes.
 
Any house occupied by assessee for the purposes of any business or profession carried on by him.
 
 
 

Points to be noted:
Ø       Land appurtenant to the building is part of the house irrespective of its area once it is established that the house is a residential house.[M.K. Kappuraj (HUF) v CWT (2002) (Mad.)]
Ø       Where a person who is the owner of a premise (i.e. building) has made available the same to the partnership firm in which such person is a partner and the firm carries on business in that premises, then it can be said that the premise is used by the partners for the purposes of his business and profession and as such is not an asset. [CWT v D.M. Srinivas (2001) (Kar.)]
 

	 
	2.Motor Car

	 
	Motor cars means all motor cars whether Indian or foreign. 
Exclusions:
Ø       Cars used by the assessee in the business of running them on hire
Ø       Cars used by the assessee as stock in trade, whether as manufacturer or dealer.
Points to be noted:
In case of a leasing Company, motor car is an asset as it is not the stock in trade of the assessee.
 

	 
	3.Jewellery

	 
	Any Jewellery i.e. ornaments bullion, furniture, utensils or other articles made up of any precious metals or precious or semi precious stones. 
Exclusions:
Jewellery held as stock in trade 
 
 

	 
	4.Yachts, boats, Aircrafts, Motor Cars etc

	 
	Yachts, boats or even aircrafts meant for personal use. 
Exclusions:
If any one of these are used for commercial purposes.
 

	 
	5.Urban Land

	 
	Urban area has been explained as:
Ø       Falling within the jurisdiction of a municipality (a civic body) or a cantonment board and having population of at least ten thousand as per the latest census. 
Ø       Any notified areas falling within 8 km from such municipal limits. 
 
Exclusions:
Ø       If construction on such urban land is not permissible due to existing laws of the State or the Civic Body
Ø       The land is occupied by any building which has been constructed with the approval of the appropriate authority.
Ø       Any unused land held by the assessee for industrial purpose for a period of two years from the date of its acquisition by him.
Ø       Any land held by assessee as stock in trade for a period of ten years from the date of its acquisition.
 

	 
	6.Cash-in-hand:

	 
	It means:
Ø       In the case of Individual and HUFs: Cash in hand in excess of fifty thousand rupees will be treated as asset. 
Ø       In the case of other assessees: any unrecorded or unaccounted cash is chargeable to Wealth Tax without any exemption.
This means, recorded cash is totally exempt, in case of persons other than Individuals and HUFs without any limit but in the case of Individuals and  HUFs such ash in hand is exempt only to the extent of Rs. 50,000/-.
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	Deemed Assets [Section 4]

	 
	Assets which are not assets in their real sense but are considered as asset for Wealth Tax purposes are called deemed assets. In computing the net wealth of the assessee, there shall be included certain assets belonging to others. These assets are known as deemed assets. Such deemed assets are of two types:
Ø       Deemed assets which are included in computing the net wealth of an individual assessee only.
Ø       Deemed assets which are included in computing the net wealth of any of the three categories i.e. individual, HUF and Company.
 
A.           Deemed assets which are included in computing the net wealth of an individual assessee only.
Though normally persons are charged to wealth tax in respect of the value of the assets owned by them, however in the following circumstances they are charged even in regard to assets which are not owned by them. 
        i.            Assets transferred by one's spouse to another without adequate consideration are taxed in the hands of the transferor. However if the transfer is in accordance with an agreement to live separately then this clause is not applicable.
       ii.            Similarly the assets transferred to a daughter-in-law without adequate consideration are taxable in the hands of the transferor.
     iii.            Assets owned by a minor child, are generally taxed in the hands of his/her parent, whose wealth is greater. However the assets acquired by a minor child out of his own labour are taxable in the minor's hands only. Again in the case of a physically or mentally handicapped minor child or of a married daughter the clubbing clause will not apply.
    iv.            In respect of a transaction by way of contract in writing to transfer a building, or part thereof, for consideration, the asset transferred is taxed in the hands of the transferee in case he is given possession of the property in pursuance of the said contract. 
      v.            Asset transferred to a person or association of persons for the benefit of the individual, his/her spouse.
    vi.            Asset transferred to a person or association of persons for the benefit of the son’s wife.
   vii.            Asset transferred to a person or association of persons under revocable transfer.
 viii.            Holder of an impartible estate.
Since legally the transferor continues to be the owner till the transfer is registered, so above mentioned assets would be treated as deemed assets. Strictly in the above cases the transferee is not the legal owner but deemed to be the owner for Wealth Tax purposes. Similarly, in respect of transactions by which a person acquires rights in a property and enjoys such property to the exclusion of the transferor, the transferee is taxed as the owner.
 
Points to be noted:
·     Assets transferred may change form. It will be clubbed with the wealth of the transferor even if it does remain the same asset which was transferred.[M.G. Kollankulam v CIT (1978) Ker.]
·        Assets transferred directly or indirectly are covered under section 4 but accretion to the asset transferred shall not be covered under section 4.[CIT v T. Saraswathi Achi (1980) (Mad.)] 

 
B.           Deemed assets which are included in computing the net wealth of any of the three categories i.e. individual, HUF and Company.
 
1.            Interest in a firm or association of persons:  In case of an assessee who is a partner in a firm or a member of an association of persons, there shall be included, as belonging to that assessee, the value of his interest in the asset of the firm or association of person.
2.            Gifts made by means of book entries where money has not been actually delivered to the other person shall be includible in the net wealth of the donor.
3.            Where the assessee is a member of a co-operative society, company or other association of persons and a building or part thereof is allotted or leased to him under a house building scheme of the society, company or association, as the case may be, the assessee shall, be deemed to be the owner of such building or part.
4.            Where a person who is allowed to take or retain possession of any building or part thereof in part performance of a contract of the nature referred to in section 53A of the Transfer of Property Act, 1882; or who acquires any rights in or with respect to any building or part thereof by virtue of any such transaction as is referred to in clause (f) of section 269UA, shall be deemed to be the owner of that building or part thereof. 
Points to be noted:
A partner’s interest in the firm either in his individual capacity or in his capacity as the Karta of HUF is includible in the expression asset and will have to be taken into account while computing the net wealth of the individual or the HUF and on such net wealth the charge had been imposed under section 3.[Juffilal kamlapat bankers v WTO (1984) SC]
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	Scope of Net Wealth/ incidence of Tax [Section 6]

	 
	The scope of net wealth in case of different assessees is as under:
 
Whether to be included
Whether to be deducted
Particulars
Assets located in India
Assets located outside India
Debts located in India
Debts located outside India
A. (i)In case of an Indian national:
 
 
 
 
 
 
 
 
Ø       Resident and ordinarily Resident
 
Yes
 
Yes
Yes
Yes
Ø       Resident but not ordinarily Resident
 
Yes
No
Yes
No
Unless incurred in relation to asset located in India
Ø       Non Resident
 
Yes
No
Yes
No
Unless incurred in relation to asset located in India
(ii) In case of an Individual who is a foreign national 
Yes
No
Yes
No
Unless incurred in relation to asset located in India
B. In case of HUF
 
 
 
 
Ø       Resident and ordinarily Resident
 
Yes
 
Yes
Yes
Yes
Ø       Resident but not ordinarily Resident or Non Residents
 
Yes
No
Yes
No
Unless incurred in relation to asset located in India
C. In case of a Company
 
 
 
 
Ø       Resident 
 
Yes
 
Yes
Yes
Yes
Ø       Non Residents
 
Yes
No
Yes
No
Unless incurred in relation to asset located in India
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	Exempted Assets [Section 5]

	 
	Wealth tax shall not be payable by an assessee in respect of the following assets, although these assets are covered under section 2(ea) and belong to the assessee or are deemed to be assets under section 4.
Ø       Property held under trust for public purpose of charitable/religious nature in India [excluding assets of business other than business carried on by an institution/fund, etc., refereed to in section 10(23B) and (23C) and business refereed to in section 11(4A)(a)/(b)] 
Ø       Interest in coparcener property of HUF 
 
Ø       Any one building in occupation of Ruler
 
Ø       Jewellery in possession of Ruler recognized as his heirloom 
 
Ø       Money/assets brought by person of Indian origin/citizen of India (returning from abroad for permanent residence) into India and assets acquired out of such money, within once year preceding date of return and at ay time later (available for 7 successive assessment years)
 
Ø       One house or part of a house or a plot of land belonging to an individual or a HUF. However, wealth-tax shall not be payable by an assessee in respect of an asset being or plot of land comprising an area of 500 sq. meters or less.
 
 
Points to be noted:
·        Where an association for promoting the game of cricket was a registered society and held the property under the trust for religious purposes it was held that it is exempt from wealth tax.[CWT v Bombay cricket Association SC]
·      Property held by race clubs are not exempt as race clubs are not for charitable purposes.[Hyderabad race Club v CWT (1997) SC]
·       For claiming exemptions under sections 5(i) in case of charitable or religious trust, it is not necessary that the property must be held in India but it is necessary that the public purpose of charitable or religious nature must be in India.[Trustees of H.E.H The Nizams pilgrims money trust v CIT SC]
·       Where the purpose for which property could be put to use were not confined to religious or charitable purpose and the property could be used for social, cultural and other allied purposes at the sole discretion of the trustees, it was held that such a trust was not entitled to exemptions under section 5(i).[Gangabhai charities v CWT (2001)(SC)] 
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	Debts Owned 

	 
	The debts owned by the assessee shall be reduced while calculating his net wealth. The debts owed shall be deductible subject to the following conditions:
Ø       Debts owned should have been incurred in relation to those assets which are includible in the wealth of the assessee.
Ø       Such debts should be still outstanding as on the valuation date.
Ø       Debts located in India or outside India, shall be deductible only on the basis of nationality and residential status.
 

	 
	As per Section 7(1), the value of the assets, other than cash, as on the valuation date, shall be determined in the manner laid down in schedule III of the Wealth Tax act.
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	Valuation of Assets [Section 7]

	 
	1.(a) Valuation of Immovable Property [Rule 3-8 of part B of Schedule III]

	 
	For the purpose of valuation, these can be following three categories of immovable property:
 
Ø       Property constructed on a free hold land;
Ø       Property constructed on a lease hold land, whose un expired period of lease is 50 years or more;
Ø       Property constructed on a lease hold land, whose un expired period of lease is less than 50 years but more than 15 years;
Steps for computing value:
Step 1: Compute the Net maintainable rent 
For the purposes of rule 3, net maintainable rent in relation to an immovable property referred to in that rule, shall be:
Gross maintainable rent:
Less:  
Ø       The amount of taxes levied by any local authority in respect of the property; and 
Ø       A sum equal to fifteen per cent of the gross maintainable rent.
 
Gross maintainable rent: It means:
Where the property is let
Where the property is not let
Ø       The amount received or receivable by the owner as annual rent or; 
Ø       The annual value assessed by the local authority in whose area the property is situated for the purposes of levy of property tax or any other tax on the basis of such assessment, 
whichever is higher
 
Ø the amount of annual rent assessed by the local authority in whose area the property is situated for the purpose of levy of property tax or any other tax on the basis of such assessment, or
Ø If there is no such assessment or the property is situated outside the area of any local authority, the amount which the owner can reasonably be expected to receive as annual rent had such property been let.
 
 
Annual rent shall be computed as follows:
Actual Rent received or receivable
XXX
ADD:
Ø       The amount of taxes borne by the tenant, if any
Ø       if the tenant agrees to borne the repairs, one-ninth of the actual rent ;
Ø       If any deposit is accepted (other than rent in advance for a period of three months or less), interest calculated at the rate of 15 per cent per annum on the amount of deposit outstanding as reduced by the amount of actual interest paid. 
Ø       any amount by way of premium or otherwise as consideration for leasing of the property or any modification of the terms of the lease, by the amount obtained by dividing the premium or other amount by the number of years of the period of the lease;
Ø       where the owner derives any benefit or perquisite, whether convertible into money or not, as consideration for leasing of the property or any modification of the terms of the lease by the value of such benefit or perquisite;
Ø       rent received or receivable shall include all payments for the use of the property, by whatever name called, the value of all benefits or perquisites whether convertible into money or not, obtained from a tenant or occupier of the property and any sum paid by a tenant or occupier of the property in respect of any obligation which, but for such payment, would have been payable by the owner.
 
XXX
XXX
 
XXX
 
XXX
 
XXX
 
XXX
Annual Rent
XXX
Step 2: Valuation by Capitalisation:
 
If the property is constructed on a free land then the value shall be
Net Maintainable Rent *12.5
If the property is constructed on a lease hold land and the unexpired period of lease is 50 years or more, then the value shall be
Net Maintainable Rent *10.0
If the property is constructed on a lease hold land and the unexpired period of lease is less than 50 years but more than 15 years, then the value shall be
Net Maintainable Rent *8.0
 
Step 3: Further Adjustments to be made:          
Value computed in Step 2
XXX
ADD: Adjustment for unbuilt area of plot of land
XXX
LESS: Adjustment for unearned increase in the value of the land
XXX
Value of the Immovable Property
XXX
 
 

	 
	Working Note

	 
	Adjustments for unbuilt area of plot of land shall be as follows:
If the unbuilt area of the plot of land on which the property is constructed exceeds the specified area addition is to be made as follows:
 
If the excess is 
Additions to be made
exceeds 5 per cent but does not exceed 10 per cent of the aggregate area
An amount equal to 20 per cent of such value
exceeds 10 per cent but does not exceed 15 per cent of the aggregate area,
An amount equal to 30 per cent of such value
exceeds 15 per cent but does not exceed 20 per cent of the aggregate area
An amount equal to 40 per cent of such value.
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	What is “Aggregate Area” for the purpose of Rule 3 for valuation of Immovable Property?
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	Aggregate area, in relation to the plot of land on which the property is constructed, means the aggregate of the area on which the property is constructed and the unbuilt area.
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	What is “Specified Area” for the purpose of Rule 3 for valuation of Immovable Property?
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	Specified area, in relation to the plot of land on which the property is constructed, means:
Place where property is situated
Specified Area
Where the property is situate at Bombay, Calcutta, Delhi or Madras
sixty per cent of the aggregate area
where the property is situate at Agra, Ahmedabad, Allahabad, Amritsar, Bangalore, Bhopal, Cochin, Hyderabad, Indore, Jabalpur, Jamshedpur, Kanpur, Lucknow, Ludhiana, Madurai, Nagpur, Patna, Pune, Salem, Sholapur, Srinagar, Surat, Tiruchirapalli, Trivandrum, Vadodara (Baroda) or Varanasi (Benaras)
sixty-five per cent of the aggregate area
where the property is situate at any other place
seventy per cent of the aggregate area
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	What is “Unbuilt Area” for the purpose of Rule 3 for valuation of Immovable Property?
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	Unbuilt area, in relation to the aggregate area of the plot of land on which the property is constructed, means that part of such aggregate area on which no building has been erected.

	 
	1.(b) Valuation of Self Occupied Residential Property [Section 7(2)]:

	 
	Adjustment for unearned increase in the value of the land.
If the property is constructed on land obtained on lease from the Government, a local authority or any authority referred to in section 10(20A) Income-tax Act, and if the terms of the lease, provides for claim or recover of a specified part of the unearned increase in the value of the land at the time of the transfer of the property, then reduction on account of the following shall be made:
Ø       the amount so liable to be claimed and recovered or; 
Ø       By an amount equal to 50 per cent of the value of the property as so determined 
Whichever is less.
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	What is meant by “Unearned increase”?
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	Unearned increase means the difference between the value of such land on the valuation date as determined by the Government or such authority for the purpose of calculating such increase and the amount of the premium paid or payable to the Government or such authority for the lease of the land.

	 
	The valuation of a house belonging to the assessee and exclusively used by him for residential purposes throughout the period of 12 months immediately preceeding the valuation date:
Ø             Where the assessee becomes the owner of the house prior to 1-4-1971: The value will be determined by following the same steps of capitalizing the Net maintainable Rent as was done in the case of immovable property in 1(a) step 2 above.
 
Ø             Where the assessee becomes the owner of the house after 1-4-1971:
If the actual cost of acquisition/ cost of construction plus cost of improvement does not exceed:
Ø       Rs. 50 lacs in case the house is situated at Bombay, Calcutta, Madras and Delhi
Ø       Rs. 25 lacs in case the house is situated at any other place.
 
The value shall be the capitalized value as determined in 1(a) step 2 above.
The assessee can take this value only in respect of one house property. 
In any other case
The value shall be higher of the following:
Ø       Cost of construction/ acquisition plus cost of improvement
Ø       Capitalised value as determined above.
 

	 
	2.Global valuation of assets of business [Rule 14]

	 
	Net value of assets of business will be computed as under, provide the assessee is carrying on a business for which accounts are maintained by him regularly, and the balance-sheet of such business on the valuation date is taken as a base of valuation purposes:
Step 1: Identify the assets which fall within the definition of assets as defined for wealth tax purpose as given in section 2(ea).
Step 2: Value such assets:
Type of Asset
Valuation
Any asset as disclosed in the balance-sheet shall be taken to be:
Ø       in the case of an asset which is depreciable 
Ø its written-down value
Ø       in the case of an asset which is not depreciable 
Ø Its book value
Ø       in the case of closing stock 
Ø Its value adopted for the purposes of assessment under the Income-tax Act for the previous year relevant to the corresponding assessment year.
 

However, if the valuation of any of the assets referred above derived as per Schedule III, exceeds the value arrived above by more than 20 per cent, the value shall be taken as per the valuation in schedule III.
Step 3: If the value of an asset not disclosed in the balance-sheet, the value determined in accordance with the provisions of Schedule III as applicable to that asset.
Step 4: Aggregate the value calculated in step 2 and 3.
Step 5: Deduct the debts owed by the assessee on the valuation date in respect of such assets. 
 
Practical Aspect:
If the debts owed have been incurred in relation to assets both includible and not includible in the net wealth, and it is not possible to bifurcate such debt, deduction on account of debt owed shall be proportionally allowed as under:
Total Debt     X        Value of Assets of business as applicable for Wealth Tax
                             Total Value of Assets
The value of the following assets which are disclosed in the balance sheet shall not be taken into account, namely:
Ø             any amount paid as advance tax under the Income-tax Act;
Ø             the debt due to the assessee according to the balance-sheet or part thereof which has been allowed as a deduction under clause (vii) of sub-section (1) of section 36 of the Income-tax Act, for the purposes of assessment for the previous year relevant to the corresponding assessment year under that Act;
Ø             the value of any asset in respect of which wealth-tax is not payable under this Act;
Ø             any amount shown in the balance-sheet including the debit balance in the profit and loss account or profit and loss appropriation account which does not represent the value of any asset;
Ø             any asset shown in the balance-sheet not really pertaining to the business;
The following amounts shown as liabilities in the balance-sheet shall not be taken into account, namely:
Ø       Capital employed in the business other than that attributable to borrowed money;
Ø       Reserves by whatever name called;
Ø       Any provision made for meeting any future or contingent liability;
Ø       Any liability shown in the balance-sheet not really pertaining to the business;
Ø       any debt owed by the assessee to the extent to which it has been specifically utilised for acquiring an asset in respect of which wealth-tax is not payable under this Act:
 

	 
	3.Valuation of interest in firm or association of persons [Rule 15 and 16].

	 
	The value of the interest of a person in a firm of which he is a partner or in an association of persons of which he is a member shall be determined in the manner provided in rule 16 which is as follows:
Step 1: The net wealth of the firm or association of persons on the valuation date shall first be determined as if it were the assessee and the assets were valued as per Rule 14 or 16 as the case may be.
Step 2: The value so arrived at in step 1 shall be allocated amongst the partners in the following manner:
(i)       That portion of the net wealth of the firm or association as is equal to the amount of its capital shall be allocated among the partners or members in the proportion in which capital has been contributed by them;
(ii)      the residue of the net wealth of the firm or association shall be allocated amongst the partners or members in accordance with the agreement of partnership or association for the distribution of assets in the event of dissolution of the firm or association or, in the absence of such agreement, in the proportion in which the partners or members are entitled to share the profits.
Step 3: The sum total of amounts so allocated to a partner or member under step 1 and step 2 shall be treated as the value of the interest of that partner or member in the firm or association:
In determining the net wealth of the firm or association for the purposes of this rule, no account shall be taken of the exemptions in sections 5. 
 
Practical Aspect
1. Where the net wealth of the firm or association includes the value of any assets located outside India, the value of the interest of any partner or member in the assets located in India shall be determined as follows:
Value of interest of partners/member in the firm AOP X
          Value of assets of firm/AOP located in India- Debts relating to such assets
                                       Net wealth of the Firm/AOP
2. Although exemption under section 5 is not available while computing net wealth of the Firm or Association but proportionate value of such exempt assets, which was not allowed to the firm/AOP shall be allowed to the partner/ member in their individual assessment. Such assets are distributed to partners/members in their agreed dissolution ratio or profit sharing ratio as the case may be.
 

	 
	4. Valuation of life interest [Rule 17]

	 
	The value of the life interest of an assessee shall be arrived as under:
Average annual income  X  [1      -1]    
                                                  P+d
 Where, P represents the annual premium for a whole life insurance without profits on the life of the life tenant for unit sum assured.
 D is equal to        i   
                        1+i 
 

i being the rate of interest which shall be 6.5 percent p.a. 

    
 
“Life tenant” means a person for the duration of whose life the life interest is to subsist.
“Average annual income” means the average of the gross income derived by the assessee from the life interest during each year of the period ending on the valuation date, reduced by the average of the expenses (not exceeding five per cent of the average of the annual gross income) incurred on the collection of such income in each of those years. 
Only income derived during the three years ending on the valuation date shall be taken into account.
Thus steps for computing valuation of life interest are summarised as:
1.      The average of the annual gross income for the last three years is to be computed.
 
2.      From the average of the gross income reduce the average of expenses incurred on the collection of such income in each of those three years subject to the limit of 5 per cent of the average gross income.
 
3.      Multiply the average income so arrived with the value factor given in the Appendix against the age of the assessee which will give the value of life interest as on the valuation date.
The value factors are arrived at on the basis of formula based on annual premium for a whole life insurance, without profits.
The value of life interest shall, in no case, exceeds the value as on the valuation date, as determined under the schedule, of the corpus of the trust from which the life interest is derived.
 

	 
	5.Valuation of Jewellery [Rule 18]

	 
	The value of the jewellery shall be estimated to be the price which it would fetch if sold in the open market on the valuation date which may be referred to as fair market value.
The valuation shall be done in the following manner:
(a)Where the value of the jewellery on the valuation date does not exceed Rs. five lacs: In this case, the assessee shall have to file a statement in Form No. O-8A, along with a return of net wealth submitted by him. However, if the Assessing Officer is of the opinion that the Fair Market Value of the jewellery exceeds the value of the jewellery declared by the assessee in his return by more than 33-1/3% of the returned value or Rs. 50,000, he may refer the valuation of such jewellery to a Valuation Officer under section 16A (1) and the value of the jewellery in such case shall be the Fair Market Value as estimated by the Valuation Officer.
(b) Where the Fair Market value, as estimated by the assessee, exceeds Rs. Five lacs: In this case, the assessee has to obtain and furnish a report of a Registered Valuer in Form No. O-8, along with the return of net wealth submitted by him. However, if the Assessing Officer is of the opinion that the Fair market Value of the jewellery exceeds the value of the jewellery declared by the assessee in his return, he may refer the valuation of such jewellery to a Valuation Officer under section 16A (1) and the value of the jewellery in the such case, shall be the Fair Market Value as estimated by the Valuation Officer. In this case, the reference to the Valuation Officer can be done irrespective of the excess of the Fair Market Value, as estimated by the Assessing Officer over the Fair Market Value estimated by the Registered Valuer.
Adjustment in value of jewellery for subsequent assessment years.
The value of any jewellery determined in accordance with rule 18 for any assessment year referred to as the first assessment year, shall be taken to be the value of such jewellery for the subsequent four assessment years, subject to the following adjustments, namely :
(a)      where the jewellery includes gold or silver or any alloy containing gold or silver, the value of such gold or silver or such alloy as on the valuation date relevant to the concerned subsequent assessment year shall be substituted for the value of such gold or silver or alloy on the valuation date relevant to the first assessment year;
(b)      where any jewellery or part of jewellery is sold or otherwise disposed of by the assessee, or any jewellery or part of jewellery is acquired by him, on or before the valuation date relevant to the concerned subsequent year, the value of the jewellery determined for the first assessment year shall be reduced or increased, as the case may be, and the value as so reduced or increased shall be the value of the jewellery for such subsequent assessment year.

	 
	6.Valuation of assets in other cases [Rule 20]

	 
	The value of any asset, other than cash, being an asset which is not covered by rules 3 to 19, for the purposes of this Act, shall be estimated to be the price which, in the opinion of the Assessing Officer, it would fetch if sold in the open market on the valuation date.
Where the valuation of any asset is referred by the Assessing Officer to the Valuation Officer under section 16A, the value of such asset shall be estimated to be the price which, in the opinion of the Valuation Officer, it would fetch if sold in the open market on the valuation date.
Where the value of any asset cannot be estimated under this rule because it is not saleable in the open market, the value shall be determined in accordance with such guidelines or principles as may be specified by the Board from time to time by general or special order.
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	Return of wealth and procedure of Assessment

	 
	The provisions regarding return of wealth and procedure of assessment of such wealth are similar to the provision of return of income and procedure of assessment given under the Income Tax Act.
Other provisions of the Income Tax Act shall also remain same here. 

 

	DUE DATES AND LIMITATIONS


	 
	- where wealth which has escaped assessment is less than Rs. 5,00,000
	Within 4 years from end of relevant assessment year

	 
	- where wealth which has escaped assessment is Rs. 5,00,000 or more but less than Rs. 10,00,000
	within 7 years from end of relevant assessment year

	 
	b.  in any other case
	 

	 
	- where wealth which has escaped assessment is less than Rs. 2,50,000
	Within 4 years from end of relevant assessment year

	 
	- where wealth which has escaped assessment is Rs. 2,50,000 or more but less than Rs. 5,00,000
	Within 7 years from end of relevant assessment year

	 
	- where wealth which has escaped assessment is Rs. 5,00,000 or more
	Within 10 years from end of relevant assessment year

	 
	Position from 1-6-2001
	 

	 
	a. where wealth escaping or likely to escape assessment is Rs. 10 lacs or more
	Within 6 years from end of relevant assessment year

	 
	b. In all other cases
	Within 4 years from end of relevant assessment year

	17A(1)
	Passing assessment order under section 16
	Within 2 years from the end of the assessment year in which net wealth was first assessable

	17A(2)
	Passing assessment/reassessment order under section 17
	Within 2 years from the end of the financial year in which notice under section 17(1) was served (period is reduced to one year from 1-6-2001)

	17A(3)
	Completion of fresh assessment after assessment has been set aside or cancelled under section 23,24 or 25
	Within 2 years from the end of the financial year in which the order under section 23 or 24 is received or the order under section 25 is passed (period is reduced to one year from 1-6-2001)

	18(5)
	Imposition of penalty for failure without reasonable cause to comply with notices under section 16(2) or 16(4) and concealment of wealth, etc.-
	 

	 
	a. in a case where the relevant assessment is the subject-matter of an appeal before Deputy commissioner (Appeals) or commissioner (Appeals) under section 23 or before the Tribunal under section 24(2)
	Before the end of the financial year in which proceedings in the course of which action for imposition of penalty has been initiated are completed or 6 months from the end of the month in which the relevant appellate order is received by the Chief commissioner or commissioner, whichever is later.

	 
	b. in a case where the relevant assessment is the subject-matter of revision by commissioner under section 25(2)
	Before the expiry of 6 months from the end of the month is which such revision order is passed.

	 
	c. in any other case 
	Before the expiry of the financial year in which the proceedings, in the course of which action for imposing penalty has been initiated are completed or 6 months from the end of the month in which action for imposition of penalty is initiated, whichever is later

	22C(1E)
	Application to Settlement commission for settlement of case where books of account have been seized
	Not before expiry of 120 days from date of seizure

	22D(1)
	Acceptance or rejection of application by Settlement Commission
	Within one year from end of month in which such application was made under section 22C (where it is possible)

	22D(2A)/(2B)
	Payment of additional amount of tax payable on wealth disclosed for settlement
	Within 35 days of receipt of copy of order under section 22D(1) or by extended time

	22D(4A)
	Passing of order by Settlement commission
	Within 4 years from end of financial year in which application was allowed to be proceeded with (where it is possible)

	22D(7)
	Completion of proceedings where settlement becomes void under section 22D(6)
	Within 2 years from end of financial year in which settlement became void

	22DD
	Provisional attachment by settlement commission of property belonging to assessee to protect revenue
	Effective only up to six months from date of attachment order or up to two years by special extension

	22E
	Reopening of completed proceedings of earlier assessment years by settlement commission
	Period between end of the relevant assessment year and the date of application for settlement should not exceed 9 years

	23(2)
	Filing of appeal to Deputy commissioner (Appeals)/commissioner (Appeals) [ before 1-10-1998]
	Within 30 days from date of receipt of notice of demand or order objected to or extended date

	23A(3)
	Filing of appeal to Commissioner (Appeals) on or after 1-10-1998
	Within 30 days from date of receipt of demand or order objected to or extended date

	23A(8A)
	Disposal of appeal by commissioner (Appeals)
	Within 1 year from end of financial year in which appeal was filed (where it is possible)

	24(1)/(2)
	Filing of appeal to Tribunal
	Within 60 days from date of communication of order of commissioner (Appeals) or within extended time

	24(2A)
	Filling of cross-objections with Tribunal 
	Within 30 days from date of receipt of notice or within extended time

	24(5A)
	Disposal of appeal, filed under section 24(1)/(2), by Appellate Tribunal
	Within 4 years from end of financial years in which appeal was filed (where it is possible)

	25(1), Proviso (d)
	Revision of order by commissioner suo motu (not prejudicial to assessee)
	Within 1 year from date of order sought to be revised

	25(2)/(3)
	Revision of order of Assessing officer by commissioner if considered prejudicial to revenue
	Within 2 years from end of financial year in which order sought to be revised is passed.

	25(3A)
	Passing of order by commissioner on application made by assessee for revision under section 25(1)
	Within 1 years from end of financial year in which such application is made (w.e.f. 1-10-1998)

	26(1)
	Appeal to Tribunal from orders of enhancement under section 18, 18A or 25(2) by chief commissioner or commissioner or an order passed by the Director General or Director under section 18A
	Within 60 days from date of communication of order of chief commissioner / commissioner / director general / director 

	27(1)/(2)
	Filling application to Tribunal for reference to High court [before 1-10-1998]
	Within 60 days from date of service of order under section 24 or 26 or section 35(1)(e) or within such further time not exceeding 30 days as allowed by Tribunal on sufficient cause

	 
	Drawing up statement of case by Tribunal and referring it to High Court
	Within 120 days of receipt of application

	27(3)
	Filling application to High court for requiring Tribunal to state case.
	 Within 90 days from date of service of notice of refusal/rejection

	27(3),Proviso
	Withdrawal of application on tribunal’s refusal to state case
	Within 30 days from date on which assessee receives notice of refusal

	27A(1)
	Appeal to High Court on or after 1-10-1998
	Within 120 days from the date of service of order under section 24 or section 26 or section 35(1)(e)

	31(1)/(3)
	Payment of tax, penalty, etc.
	Within 30 days of service of notice of demand or within extended or reduced time

	34C(2)
	Provisional attachment of property
	Effective only up to 6 months from date of attachment order or up to 2 years by extension.

	35(7)/(7A)
	Rectification of mistake-
	 

	 
	a. in case of amendment under section 35(2)
	Within 4 years from end of financial year in which order is passed in first appeal or revision

	 
	b.  in any other case 
	Within 4 years from end of financial year in which order sought to be amended is passed

	 
	c.  in cases where valuation of any asset has been enhanced by valuation officer
	Within one year of date of order of valuation officer

	37(3) proviso
	Retention of books/documents by assessing officer/ valuation officer/assistant director without approval of chief commissioner / director general / director / commissioner
	Not more than 15 days (exclusive of holidays)

	37A(5A)
	Estimation by the Assessing officer of undisclosed net wealth/tax liability/interest payable in respect of seized items of money, bullion, jewellery, etc.
	Within 120 days of the seizure

	37A(6)
	Retention of books of account or other documents seized by authorised officer
	Not exceeding 180 days from the date of seizure (but can be extended up to 30 days after all proceedings are completed on approval of chief commissioner or commissioner subject to conditions laid down in proviso thereof) 

	37(6A) read with section 37(3A)
	Order by authorized officer for non-removal. Etc., of books of account, specified assets by the person in immediate possession or control thereof
	Operative only up to 60 days from date of order [can be extended up to 30 days after completion of proceedings subject to conditions laid down in proviso to section 37(6A)]

	37(9A)
	Filing of objection against order under section 37(5A) to the chief commissioner/commissioner
	Within 30 days from date of such order


	 Interest 
Section
Nature of default
Interest
(1)
(2)
(3)
17B
Delay in furnishing return of wealth
1 per cent for the period of delay, on assessed tax.
17B
Default in furnishing return of wealth.
1 per cent from due date of assessment. On assessed tax.
31
Delay in payment of tax demanded under section 30
1 per cent for period of delay.
PENALTIES
Section
Nature of default
Penalty
(1)
(2)
(3)
15B(3)
Failure to pay tax or interest payable on self-assessment
Liable for penalty by deeming assessee to be in default (not exceeding 100% of tax in arrears)
18(1)(ii)
Failure to comply with notice under section 16(2) or (4) without reasonable cause
Minimum: Rs. 1,000 for each failure
 
 
Maximum: Rs. 25,000 for each failure
18(1)(iii)
Concealment of wealth
Minimum: 100% of tax sought to be avoided
 
 
Maximum: 500% of tax sought to be avoided
18A(1)(a),(b) and (c)
Failure to (i) answer questions legally bound, or (ii) sign statements legally required, or (iii) comply with summons under section 37(1) without reasonable cause
Minimum: Rs. 500 for each failure/default
18A(2)
Failure to furnish in due time statement/information required under section 38 without reasonable cause
Minimum: Rs. 100 for every day of default
 
 
Maximum: Rs. 200 for every day of default
32
Committing default in payment of tax
Not exceeding 100 per cent of tax in arrears
 Prosecutions
Section
Nature of default
Fine/ punishment
(1)
(2)
(3)
35A(1)
Willful attempt to evade tax, penalty or interest:
 
 
-  in case amount sought to be evaded exceeds Rs. 1,00,000
6 months rigorous imprisonment which may extend to 7 years and fine without prejudice to penalty imposable under any other provision of the Act
 
-  in any other case
3 moths’ rigorous imprisonment which may extend to 3 years and fine without prejudice to penalty impossible under any other provision of the Act.
35A(2)
Willful attempt to evade payment of tax penalty or interest
3 Months’ rigorous imprisonment which may extend to 3 years and fine without prejudice to penalty imposable under any other provision of the Act
35B
Willful failure to furnish in due time return of wealth in terms of section 14(1) or 14(2) or 17(1)- 
 
 
a.  in case where tax sought to be evaded exceeds Rs. 1,00,000
6 months’ rigorous imprisonment which may extend to 7 year and fine
 
b.  in any other case
3 months’ rigorous imprisonment which may extend to 3 years and fine.
 
Note: prosecution is not to be resorted to in cases where return is furnished before end of assessment year or tax determined on regular assessment does not exceed Rs. 3,000.
 
35C
Willful failure to produce accounts/records in terms of section 16(4)
Up to 1 year rigorous imprisonment or fine between Rs. 4 and Rs. 10 for every day of default or with both
35D 
Filling of false statement in verification ( other than under section 34AB regarding registration of valuers)/delivering 
 
 
a.  in case where tax sought to be evaded exceeds Rs. 1,00,000
6 months’ rigorous imprisonment which may extend to 7 years and fine
 
b.  in any other case
3 months’ rigorous imprisonment which may extend to 3 years and fine
35E
Making false statement in verification mentioned in section 34AB
Imprisonment up to 6 months or fine or both
35EE
Failure to furnish particulars under section 34ACC regarding intimation by registered valuer of his conviction of any offence
Rigorous imprisonment up to 2 yeas and fine.
35EEE
Contravention of order made under section 37A(1), second proviso or section 37A(3A)
Rigorous imprisonment up to 2 years and fine.
35F
Abetting or including another person to make and deliver false accounts. Statement or declaration relating to net wealth chargeable to tax-
 
 
a.  in any other case
6 months’ rigorous imprisonment which may extend to 7 years and fine
 
b.  in any other case
3 months’ rigorous imprisonment which may extend to 3 years and fine
35G 
Second and subsequent offences under section 35A(1), 35B, 35D or 35F
6 months’ rigorous imprisonment which may extend to 7 years and with fine.
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	Tax Planning under Wealth Tax Act

	 
	The following tax planning measures can be adopted to minimise tax incidence:
1.           The Companies should not invest their funds in unproductive taxable assets like Jewellery or motor cars etc. The investment should be diverted only in productive assets. 
2.           Further the investments in taxable assets should be out of borrowed funds. This will ensure deduction of borrowed debts while computing net wealth. 
3.           The exemption under section 5 should be availed of. 
4.           The transactions which attract inclusion of deemed assets in the net wealth should be avoided. 
5.           The individual and HUFs should not maintain cash in excess of Rs. 50000. Any excess should be deposited in the Bank.
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	FAQs
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	Explain the chargeability of following assets under Wealth Tax Act. 
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Type of Assets
Charge-
ability to W.T.
Remarks / Reasons
Guest House situate any where 
Yes
As per Section 2(ea) (1) of Wealth Tax Act.
Farm House 
Yes
If situate within 25 km from local limits of Municipality or cantonment area as per Section 2(ea) (1) of Wealth Tax Act.
Building or land appurtenant there to situate any where, used for purposes other than those mentioned above
Yes
As per Section 2(ea) (1) of Wealth Tax Act.
House exclusively meant for residence of Directors, Officers and employees of assessee.
No
If annual salary of each such Directors, Officers and employees is less than 5 lacs rupees. As per Section 2(ea) (i)(1) of Wealth Tax Act
House for residential or commercial purposes which forms part of stock-in-trade of assessee’s business. 
No. 
As per Section 2(ea)(1)(2) of Wealth Tax Act. 
House occupied by the assessee for the purpose of its own business or profession. 
No. 
As per Section 2(ea)(1)(3) of Wealth Tax Act. 
Urban land 
Yes. 
As per explanation (b) to Section 2 (ea). 
Urban land on which construction of a building is not permissible under any law. 
No
As per explanation (b) to Section 2(ea) of Wealth Tax Act. 
Urban land but occupied by a building which has been constructed with the approval of Appropriate Authority. 
No. 
As per explanation (b) to Section 2(ea) of Wealth Tax Act. 
Urban land which remains unused for any Industrial purposes. 
No. 
If such non use is upto a period of two years from the date of purchase of the land. As per explanation (b) to Section 2(ea) of Wealth Tax Act. 
Urban land treated as Stock-in- trade of assessee’s business. 
No
If such land is treated as stock-in-trade upto a period of 10 years. As per Section 2(ea) of Wealth Tax Act. 
Vacant land other than Urban Land
No
As this is not an asset within the meaning of Section 2(ea). 
Agricultural land. 
No. 
As this is not an asset within the meaning of Section 2 (ea) of Wealth Tax Act. 
Immovable property held under trust or other legal obligations for any public purpose of a charitable or religious nature in India. 
No. 
As per Section 5(1) of Wealth Tax Act. 
Immovable property situate out side India. 
Yes
If the assessee is an Indian company or during the year, control and management of its affairs is situate wholly in India
Building (including land appurtenant thereto) or part there of taken possession of in part performance u/s. 53A of Transfer of Property ACT. 
Yes
As per deeming provision of Sec. 4(7) with effect from A.Y. 97-98. 
Building (including land appurtenant thereto) or part thereof, in which rights including rights by way of lease are acquired. 
Yes
Lease hold property for period less than one year is exempt. As per deeming provisions of section 4(7), with effect from A.Y. 97-98. 
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	Mention the cases where the mode of valuation as prescribed under Rule 3 of schedule III shall not apply in case of immovable properties?
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	The modes of valuation prescribed in Rule 3 not apply in following cases:
 (a)  Where, having regard to the facts and circumstances of the case, the Assessing Officer, with the previous approval of the Deputy Commissioner, is of opinion that it is not practicable to apply the provisions of the said rule to such a case; or
(b)   Where the difference between the unbuilt area and the specified area exceeds 20 per cent of the aggregate area; or
(c)   Where the property is constructed on leasehold land and the lease expires within a period not exceeding 15 years from the relevant valuation date and the deed of lease does not give an option to the lessee for the renewal of the lease.
and in any case referred to in clause (a) or clause (b) or clause (c), the value of the property shall be determined in the manner laid down in Rule 20. 
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	Can the societies registered under the Society Registration Act be assessed to wealth Tax?
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	A society registered under the Societies Registration Act cannot be regarded as belonging to the category of entities being Individuals, Companies and HUF. It cannot also be treated as Association of Persons, Body of Individuals and therefore such a society is not chargeable to Wealth Tax. Further, Section 45 of the Wealth Tax Act, 1957 specifically excludes Co-operative Societies from operation of Wealth Tax Law.
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	Is a Company incorporated outside India liable to Wealth Tax in India?
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	As per Section 2(h) of the Wealth Tax Act, 1957 a Company shall have the same meaning assigned to it in Section 2(17) of the Income Tax Act, 1961 and accordingly a Company includes a body corporate incorporated by or under the law laws of a country outside India. Thus a Company incorporated outside India shall be liable to Wealth tax in respect of assets, which are located in India.
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	Discuss the validity of the following proposition setting forth the reasons “wealth Tax is not a debt owed on valuation date and is therefore not deductible from Net Wealth”?
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	The Board vide circular No. 663 dated Sept. 28, 1993 has clarified that Wealth Tax liability is not a debt incurred by the assessee in relation to the assets taxable under the Wealth Tax Act. The liability to pay wealth tax is a personal liability of the assessee which is created by the statue and therefore no deduction is to be allowed for the wealth tax liability in the computation of the taxable net wealth. 
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	ABC Ltd. obtained a loan of Rs. 8 lacs from an associate company by mortgaging its house property. As on 31st March 2005, the loan outstanding was Rs. 2 lacs. The loan was utilised for the purchase of Plant and machinery. Can the amount of unpaid loan of Rs. 2 lacs be claimed as a deduction under section 2(m) of the wealth Tax Act, 1957?
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	Since Plant and Machinery is not an asset under section 2 (ea) of the Wealth Ta Act, the loan utilised for purchase of such plant and machinery cannot be allowed as deduction under section 2(m).
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	Is it possible to tax an asset under Wealth Tax Act if it is not available with the assessee?
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	As determined in CWT v J.K. Jute Mills Co. Ltd. (1979) ITR, it was held that, before a particular item can be treated as asset of the assessee, it should be available with the assessee on the relevant valuation date.
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	Is right to receive compensation an asset of the business?
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	The Supreme Court in CWT v U.C.  Mehatab (1998) has held that right to receive compensation for acquisition of assets constitutes assets of a business.
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	Can Goodwill be constituted as an asset of a business?
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	The Supreme Court in CIT v B.C. Srinivasa Setty (1981) has held that Goodwill is undoubtedly an asset of the business.
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	Can Intangible Rights be constituted as assets within the meaning of section 2(e) of the Wealth Tax Act?
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	Intangible rights or incorporeal rights cannot be regarded as assets within the meaning of section 2(e) of the Act as decided in CIT v Vidya Charan (1996) ITR.
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	Is it possible to use deeming provision under section 4 of the Act on non existent assets?
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	It is not correct to contend that section 4 has introduced a legal fiction and therefore even if the asset does not exist in reality, it is deemed to be in existence by virtue of the deeming provision. The provision does not operate to bring into existence any asset. It only brings about a change in the ownership of an existing asset. CWT v Krishan Mohan (1974) ITR.
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	On 31st March 2005, the value of assets as per the wealth Tax Act, 1957 is less than the amounts of debts deductible. Is it possible to set off the negative net wealth in the following year?
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	There is no provision in the Wealth Tax act, 1957 to carry forward and set off negative wealth to a subsequent year. Thus negative net wealth cannot be carried forward and set off in the following year.
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	Where the land belonged to HUF, but building on land belonged to the Karta of HUF in individual capacity, what will be the tax treatment under Wealth tax Act?
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	Where the land belonged to HUF, but building on land belonged to the Karta of HUF in individual capacity initially the land and building should be valued together and thereafter the value should be allocated towards land and building separately to include in the net wealth of HUF and Karta as individual, separately. [CWT v D. Krishna Murthy (2000)(Mad.)]
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	Is it necessary that self occupied property must be physically occupied by the assessee for claiming concessional valuation of the house?
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	For concessional valuation of self occupied house, it is not necessary that self occupied property must be physically occupied by the assessee.[CIT v Anil Kumar M. Virani (2002) (Guj.)]
 

	 

	Amendments introduced by Finance Bill 2006

	 
	Time limit for completion of assessment (Sec.17A) 

Assessment of wealth escaping assessment is required to be completed within two years from the end of the assessment year in which the net wealth was first assessable. The amendment seeks to add a proviso that where the assessment year in which the net wealth was first assessable was 2004-05 or subsequent assessment year, the time limit for completion of assessment will stand reduced from two years to twenty one months only. In other words the time limit stands reduced by three months. The object of the amendment is to ensure that the tax is collected within the same year in which the demand is raised. 

Where the notice for re-assessment was served on or after 1-6-2001 the time limit for completion of assessment is one year from the end of financial year in which notice was served. The amendment seeks to reduce the time limit with respect to a case where notice was served on or after 1-4-2005 from one year to nine months meaning thereby a reduction of three months. 

Set aside assessments are required to be made at any time within one year from the end of the financial year in which the setting aside order was receive by the CCIT or CIT. The amendment seeks to reduce the time limit from one year to nine months in cases where the setting aside order was received on or after 1-4-2005.
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