Residential Status

Total Income (Sec-5)
Total Income means the total amount of Income referred to in Sec. 5, in the Income-tax Act.
% Total income is computed under five heads of income. Income computed under each head is
thereafter aggregated and the aggregate amount is known as Gross Total Income.
< From Gross Total Income, certain deductions are allowed under Sec. 80C to 80U and the

balance income after deductions is known as Total Income.
Scope of total income (Sec-5)
We cannot compute total income of Assessee unless we don’t know his residential status in India during

the previous year.

[ Residential Status }

Individual & HUF

Others

Resident

Non Resident

Non Resident

Resident

(\

Ordinary Resident

Not Ordinary Resident

e in case of Resident in India (Ind & HUF)

incomes from whatever source derived form part of Total Income in case of

ome which is received or is deemed to be received in India in the relevant previous
year by or on behalf of such person.

2. Any income which accrues or arises or is deemed to accrue or arise in India during the
relevant previous year.

3. Any income which accrues or arises outside India during the relevant previous
year.
Total income in case of Resident but not ordinary resident in India (Ind &
HUF)

Following income derived from whatsoever sources will be part of Gross total income in the previous
year:
1. Any income which is received or is deemed to be received in India in the relevant previous
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year by or on behalf of such person.

2. Any income which accrues or arises or is deemed to accrue or arise to him in India during
the relevant previous year.

3. Any income which accrues or arises to him outside India during the relevant
previous year if it is derived from a business controlled in or a profession setup in India.

Total income in case of Non- resident in India
Following income derived from whatsoever sources will be part of Gross total income in the previous
year in case of non resident in India:

» Any income which is received or is deemed to be received in India in the relevant previous
year by or on behalf of such person.

» Any income which accrues or arises or is deemed to accrue or arise to him in India during
the relevant previous year.

Residential Status of an Individual [Sec. 6’

» Residential status is determined for each cate
» Residential status is always determined for

Y V

An individual is said
conditions:

riods amounting in all to 182 days or more in the relevant

60 days or more during the relevant previous year and
lia for 365 days or more during 4 previous vears

An individual®who is resident in India, shall be resident and ordinarily resident in India if he
satisfies both. the following conditions:
1. He has been resident in India for at least 2 out of 10 previous years immediately
proceeding the relevant previous year. AND
2. He has been in India for 730 days or more, during 7 previous vears immediately
proceeding the relevant previous year.
When an individual is said to be resident but not ordinarily resident in India?
An individual who is resident in India is said to be "not ordinarily resident in India" if he does not
satisfy any or both of the conditions mentioned in clause (1) and (2).
When an individual is said to be non resident in India?
An individual is said to be a non resident, where he is not leaving in India.
While computing the period of 182 days, the day he enters India and the day he leaves
India should both be treated as stay in India.
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Where an individual is treated as being in India if he is at any place within the territorial waters of India
or any place in India.

Residential Status of Hindu Undivided Family [HUF]

A HUF 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.

The HUF shall be said to be resident and ordinarily resident in India if the Karta of the HUF
satisfies both the following conditions:
(A) He (Karta) must be resident in at least 2 out of 10 previous years immediately
preceding the relevant previous year

And
(B) He must be in India for at least 730 days during 7 p
preceding the relevant previous year.

ediately

A HUF, which is resident in India, is said to be resident b ily resident in India during
the relevant previous year, if the manager (Karta) fy any one, or both, of the

conditions mentioned in clause (A) and (B).

A HUF is said to be non-resident i
its affairs is situated wholly outside
Residential Status of Firm, Ass

A firm, AOP, etc. is s
during that year the contro
of a firm, the control

generally t in Ind

India.

If the.co ent of the affairs of these entities is wholly out of India during the
relevant preyi ear then they are said to be non-resident. In other words, to be Non-Resident, no

part of the control and management should be in India.

Residential Status of a Company

A Company is said to be a resident in India in any previous year if:

(@) It is an Indian company, OR
(b) During the relevant previous year, the control and
(¢) Management of its affairs is situated wholly in India.

A Company will be a non-Resident in any previous year if

(@) Itis not an Indian company; AND
(b) The control and management of its affairs is situated wholly or partially outside India.

Incidence of Income
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Income received in India

Any income which is received in India, during the previous year by any assessee, is liable to tax in
India, irrespective of the residential status of the assessee and the place of accrual of such income.
Receipts means the first receipt: The receipt of income refers to the first occasion when the recipient gets
the money under his own control. Once an amount is received as income, any remittance or
transmission of the amount to another place does not result in receipt within the meaning of this
clause at the other place.

Income deemed to be received in India

The following incomes shall be deemed to be received in India in the previous year even in the absence

of actual receipt:

(iv) The contribution made, by the Central Govern
previous year, to the account of an employee
under a notified contributory pension scheme refe

cash, bullion, gold, jewellery

or other valuable articles in respect o ich the assessee offers no satisfactory explanation about the
nature and source of its isiti treated as income deemed to be received. [Sections 68, 69,
69A, 69B and 69C];

become a present and enforceable right' and 'to become a present right of demand'.
Incomes which'are deemed to accrue or arise in India:

The followindcomes shall be deemed to accrue or arise in India
Income from a business connection in India: Any income which arises, directly or indirectly, from

any activity or a business connection in India is deemed to be earned in India.
Business connections may be in several forms e.g. a branch office in India or an agent or an organization
of a non-resident in India. Formation of a subsidiary company in India to carry on the business of the
non-resident parent company would also be a business connection in India.
In the case of a Non-Resident the following shall not, however, be treated as business connection in
India:

(1) Operations confined to purchase of goods in India for purpose of exports;

(2) Operations confined to collection of news and views for transmission outside India by or on

behalf of Non-Resident who is engaged in the business of running news agency or of publishing
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newspapers, magazines or journals;
(3) Operations confined to shooting of cinematograph films in India if such Non-
Resident is:
a. An individual: He should not be a citizen of India; or

b. A firm: The firm should not have any partner who is a citizen of India or who is
resident in India; or

c. A company: The company does not have any shareholder who is a citizen of India or
who is resident in India.

(3) In the case of a business of which all the operations are not carried out in India, only such part
of the income as is reasonably attributable to operations carried out in India shall be treated as
deemed to accrue or arise in India.

Income from any property, asset or source of income situated in India: Any inconje w ch arises from
any property movable or immovable, tangible or intangible which is situa n Indi
accrue or arise in India.

Income from the transfer of any capital asset situated in Indta: Wh i is situated in
india ,regardless of the residential status of the transferor ort
transfer, would be deemed to be income accruing or i ia a e would be taxable.

, arising on its

ia: Any income payable for
ugh it may be paid in India or

Any income which falls under the head 'Salaries' i

services rendered in India shall be regarded as inco
outside. It will also include salary of the rest period.

ould be Government of India;
should be an Indian citizen — whether Resident or Non-

e services should be rendered outside India.

Whi n ci the above case shall be deemed to accrue or arise in India but all
allo s paid outside India by the Government to the above Indian citizens for their
rend India are exempt under Section 10(7)

Dividend paid'by an Indian company outside India: Dividend paid by an Indian company outside India

1s deemed toﬁme or arises in India
Interest payable by:

(i) Government; or

(i1) A person who is a resident in India, except where interest is payable in respect of money borrowed
and used for the purpose of business or profession carried on outside India or earning any income from
any source outside India; or

(iii) A person who is a non-resident in India provided interest is payable in respect of money borrowed
and used for a business or profession carried on in India, shall be income which is deemed to accrue or
arise in India in the hands of the recipient.

Rovyalty payable by:

(i) Government; or
(i1) A person who is a resident in India except where it is payable in respect of any

Residential Status Page 5




right/information/property used for the purpose of a business or profession carried on outside India or
earning any income from any source outside India; or

(iii) A person who is a non-resident provided royalty is payable in respect of any
right/information/property used for the purpose of the business or profession carried on in India or
earning any income from any source in India, shall be income which is deemed to accrue or arise in
India in the hands of the recipient.

Fees for technical services payable by:

(i) Government; or

(ii) A person who is a resident in India, excepting where services are utilised for a business or
profession carried on outside India or earning any income from any source outside India; or

(iii) A person who is a non-resident provided fee is payable in respect of services for a business or
profession carried on in India or earning any income from any source in India, shall be:income which
is deemed to accrue or arise in India in the hands of the recipient.

Notes:
1. Any income which is either received in India or deemed to be received i
irrespective of the residential status.

irrespective of the residential status.
3. For a Resident in India (for individual & HUF, resident and
income, wherever earned/received is taxable in India

from a business or profession controri or set up in India.
When the income of Assessee will he taxable:

S.No Particulars ROR NOR NR

1 Income received or deemed to be received in India whether earned in =~ Yes Yes Yes
India or elsewhere.

2 Income which accrues or arises or is deemed to accrue or arise in Yes Yes Yes

India during the previous year, whether received in India or
elsewhere.

3 Income which accrues or arises outside India and received outside Yes Yes No
India from a business controlled from India.

4 Income which accrues or arises outside India and received outside Yes No No
India in the previous year from any other source.

5 Income which accrues or arises outside India and received outside No No No
India during the years preceding the previous year and remitted to
India during the previous year.
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