Section 2(31)

"person" includes-

(i) an individual,

(ii) a Hindu undivided family,

(iii) a company,

(iv) a firm,

(v) an association of persons or a body of individuals, whether incorporated or not,

(vi) a local authority, and

(vii) every artificial juridical person, not falling within any of the preceding sub-clauses;

Explanation.- For the purposes of this clause, an association of persons or a body of individuals or
a local authority or an artificial juridical person shall be deemed to be a person, whether or not
such person or body or authority or juridical person was formed or established or incorporated
with the object of deriving income, profits or gains;

Section 6
Residence in India.
For the purposes of this Act,-
(1) An individual is said to be resident in India in any previous year, if he-

(a) is in India in that year for a period or periods amounting in all to one hundred and eighty-two
days or more;or

(c) having within the four years preceding that year been in India for a period or periods
amounting in all to three hundred and sixty-five days or more, is in India for a period or periods
amounting in all to sixty days or more in that year.

Explanation.-In the case of an individual, -

(a) being a citizen of India, who leaves India in any previous year as a member of the crew of an
Indian ship as defined in clause (18) of section 3 of the Merchant Shipping Act, 1958 (44 of
1958), or for the purposes of employment outside India, the provisions of sub-clause (c) shall
apply in relation to that year as if for the words "sixty days", occurring therein, the words "one
hundred and eighty-two days" had been substituted ;

(b) being a citizen of India, or a person of Indian origin within the meaning of Explanation to
clause (e) of Section 115C, who, being outside India, comes on a visit to India in any previous
year, the provisions of sub-clause (c) shall apply in relation to that year as if for the words "'sixty
days", occurring therein, the words " one hundred and eighty-two days " had been substituted.

(2) A Hindu undivided family, firm or other association of persons is said to be resident in India in
any previous year in every case except where during that year the control and management of its
affairs is situated wholly outside India.



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

(4) Every other person is said to be resident in India in any previous year in every case, except
where during that year the control and management of his affairs is situated wholly outside India.

(5) If a person is resident in India in a previous year relevant to an assessment year in respect of
any source of income, he shall be deemed to be resident in India in the previous year relevant to
the assessment year in respect of each of his other sources of income.

The following clause (6) shall be substituted for the existing clause (6) of section 6 by the
Finance Act, 2003, w.e.f. 1-4-2004:

(6) A person is said to be "not ordinarily resident" in India in any previous year if such person is-
(@) an individual who has been a non-resident in India in nine out of the ten previous years
preceding that year, or has during the seven previous years preceding that year been in India for
a period of, or periods amounting in all to, seven hundred and twenty-nine days or less; or

(b) a Hindu undivided family whose manager has been a non-resident in India in nine our of the
ten previous years preceding that year, or has during the seven previous years preceding that
year been in India for a period of, or periods amounting in all to, seven hundred and twenty-nine
days or less.

Section 10(2)

In computing the total income of a previous year of any person, any income falling within any of
the following clauses shall not be included-

(2) subject to the provisions of sub-section (2) of section 64, any sum received by an individual
as a member of a Hindu undivided family, where such sum has been paid out of the income of
the family, or, in the case of any impartible estate, where such sum has been paid out of the
income of the estate belonging to the family;

Section.40 (a)(ia)

Amounts not deductible.

Section 40(b)

Amounts not deductible.

Notwithstanding anything to the contrary in sections 30 to 38, the following amounts shall not be
deducted in computing the income chargeable under the head "Profits and gains of business or
profession”,-

(b) in the case of any firm assessable as such,-

(i) any payment of salary, bonus, commission or remuneration, by whatever name called
(hereinafter referred to as "remuneration") to any partner who is not a working partner or



(if) any payment of remuneration to any partner who is a working partner, or of interest to any
partner, which, in either case, is not authorised by, or is not in accordance with, the terms of the
partnership deed; or

(iii) any payment of remuneration to any partner who is a working partner, or of interest to any
partner, which, in either case, is authorised by, and is in accordance with, the terms of the
partnership deed, but which relates to any period (falling prior to the date of such partnership
deed) for which such payment was not authorised by, or is not in accordance with, any earlier

partnership deed, so, however, that the period of authorization for such payment by any earlier
partnership deed does not cover any period prior to the date of such earlier partnership deed; or

(iv) any payment of interest to any partner which is authorised by, and is in accordance with, the
terms of the partnership deed and relates to any period falling after the date of such partnership
deed in so far as such amount exceeds the amount calculated at the rate of eighteen per cent.
simple interest per annum; or

(v) any payment of remuneration to any partner who is a working partner, which is authorised
by, and is in accordance with, the terms of the partnership deed and relates to any period falling
after the date of such partnership deed in so far as the amount of such payment to all the
partners during the previous year exceeds the aggregate amount computed as hereunder:-

(1) in the case of a firm carrying on a profession referred to in section 44AA or which is notified
for the purpose of that section-

(a) on the first Rs. 1,00,000 of the book-profit or in case of a loss

Rs. 50,000 or at the rate of 90 per cent. of the book-profit, whichever is more;
(b) on the next Rs.1,00,000 of the book-profit

at the rate of 60 per cent.;

(c) on the balance of the book-profit

at the rate of 40 per cent.;

(2) in the case of any other firm -

(a) on the first Rs. 75,000 of the book-profit, or in case of a loss

Rs. 50,000 or at the rate of 90 per cent. of the book-profit, whichever is more;
(b) on the next Rs. 75,000 of the book-profit

at the rate of 60 per cent.;

(c) on the balance of the book-profit

at the rate of 40 per cent.;

Provided that in relation to any payment under this clause to the partner during the previous
year relevant to the assessment year commencing on the 1st day of April, 1993, the terms of the
partnership deed may, at any time during the said previous year, provide for such payment.



Explanation 1.-Where an individual is a partner in a firm on behalf, or for the benefit, of any
other person (such partner and the other person being hereinafter referred to as "partner in a
representative capacity" and "person so represented", respectively),-

(i) interest paid by the firm to such individual otherwise than as partner in a representative
capacity, shall not be taken into account for the purposes of this clause;

(ii) interest paid by the firm to such individual as partner in a representative capacity and interest
paid by the firm to the person so represented shall be taken into account for the purposes of this
clause.

Explanation 2.-Where an individual is a partner in a firm otherwise than as partner in a
representative capacity, interest paid by the firm to such individual shall not be taken into
account for the purposes of this clause, if such interest is received by him on behalf, or for the
benefit, of any other person.

Explanation 3.-For the purposes of this clause, "book-profit" means the net profit, as shown in
the profit and loss account for the relevant previous year, computed in the manner laid down in
Chapter IV-D as increased by the aggregate amount of the remuneration paid or payable to all
the partners of the firm if such amount has been deducted while computing the net profit.

Explanation 4.-For the purposes of this clause, "working partner" means an individual who is
actively engaged in conducting the affairs of the business or profession of the firm of which he is
a partner;

Section 47
Transactions not regarded as transfer.

Nothing contained in section 45 shall apply to the following transfers : —

0] any distribution of capital assets1 on the total or partial partition of a Hindu
undivided family;

(i) o]

(=iif) any transfer of a capital asset under a gift3 or will or an irrevocable trust :
Section 64(2)
Income of individual to include income of -

Where, in the case of an individual being a member of a Hindu undivided family, any property
having been the separate property of the individual has, at any time after the 31st day of
December, 1969, been converted by the individual into property belonging to the family through
the act of impressing such separate property with the character of property belonging to the
family or throwing it into the common stock of the family or been transferred by the individual,
directly or indirectly, to the family otherwise than for adequate consideration (the property so
converted or transferred being hereinafter referred to as the converted property), then,
notwithstanding anything contained in any other provision of this Act or in any other law for the
time being in force, for the purpose of computation of the total income of the individual under
this Act for any assessment year commencing on or after the 1st day of April, 1971,-

(a) the individual shall be deemed to have transferred the converted property, through the
family, to the members of the family for being held by them jointly;



(b) the income derived from the converted property or any part thereof shall be deemed to arise
to the individual and not to the family;

(c) where the converted property has been the subject-matter of a partition (whether partial or
total) amongst the members of the family, the income derived from such converted property as
is received by the spouse on partition shall be deemed to arise to the spouse from assets
transferred indirectly by the individual to the spouse and the provisions of sub-section (1) shall,
so far as may be, apply accordingly:

Provided that the income referred to in clause (b) or clause (c) shall, on being included in the
total income of the individual, be excluded from the total income of the family or, as the case
may be, the spouse of the individual.

Explanation 1.-For the purposes of sub-section (2),-

"property" includes any interest in property, movable or immovable, the proceeds of sale thereof
and any money or investment for the time being representing the proceeds of sale thereof and
where the property is converted into any other property by any method, such other property.
Explanation 2.-For the purposes of this section, "income" includes loss.

Section 80C

Deduction in respect of life insurance premia, deferred annuity, contributions to
provident fund, subscription to certain equity shares or debentures, etc.

80D. Deduction in respect of medical insurance premia.

Section 139

Return of income.

Section 171(3) Assessment after partition of HUF

On the completion of the inquiry, the Assessing Officer shall record a finding as to whether there
has been a total or partial partition of the joint family property, and, if there has been such a
partition, the date on which it has taken place.

Section 171(6)

Notwithstanding anything contained in this section, if the Assessing Officer finds after completion
of the assessment of a Hindu undivided family that the family has already effected a partition,
whether total or partial, the Assessing Officer shall proceed to recover the tax from every person
who was a member of the family before the partition, and every such person shall be jointly and
severally liable for the tax on the income so assessed.

Section 171(7)

For the purposes of this section, the several liability of any member or group of members

thereunder shall be computed according to the portion of the joint family property allotted to him
or it at the partition, whether total or partial.
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Section 171(8)

The provisions of this section shall, so far as may be, apply in relation to the levy and collection
of any penalty, interest, fine or other sum in respect of any period up to the date of the partition,
whether total or partial, of a Hindu undivided family as they apply in relation to the levy and
collection of tax in respect of any such period.

Section 171(9)

Notwithstanding anything contained in the foregoing provisions of this section, where a partial
partition has taken place after the 31st day of December, 1978, among the members of a Hindu
undivided family hitherto assessed as undivided,-

(@) no claim that such partial partition has taken place shall be inquired into under sub-section
(2) and no finding shall be recorded under sub-section (3) that such partial partition had taken
place and any finding recorded under sub-section (3) to that effect whether before or after the
18th day of June, 1980, being the date of introduction of the Finance (No. 2) Bill, 1980, shall be
null and void;

(b) such family shall continue to be liable to be assessed under this Act as if no such partial
partition had taken place;

(c) each member or group of members of such family immediately before such partial partition
and the family shall be jointly and severally liable for any tax, penalty, interest, fine or other sum
payable under this Act by the family in respect of any period, whether before or after such partial
partition;

(d) the several liability of any member or group of members aforesaid shall be computed
according to the portion of the joint family property allotted to him or it at such partial partition,

and the provisions of this Act shall apply accordingly.
Explanation.-In this section,-
(a) "Partition" means-
(i) Where the property admits of a physical division, a physical division of the property, but a
physical division of the income without a physical division of the property producing the income

shall not be deemed to be a partition; or

(ii) Where the property does not admit of a physical division, then such division as the property
admits of, but a mere severance of status shall not be deemed to be a partition;

(b) "Partial partition" means a partition, which is partial as regards the persons constituting the
Hindu undivided family, or the properties belonging to the Hindu undivided family, or both
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