MEANING OF “INCOME RECEIVED OR DEEMED TO BE RECEIVED”

All assesses are liable to tax in respect of the income received or deemed to be received

By them in India during the previous year irrespective of -

(I) Their residential status, and

(ii) The place of its accrual.

Income is to be included in the total income of the  assesses immediately on its actual or deemed receipt.
 The receipt of income refers to only the first occasion when the recipient gets the money under his control.
 Therefore, when once an amount is received as income,

Remittance or transmission of that amount from one place or person to another does not constitute receipt of income in the hands of the
 Subsequent recipient or at the place of subsequent receipt.
Income deemed to be received – Under section 7, the following shall be deemed to be received by the assesse during the previous year irrespective of whether he had actually received the same or not-
(i) The annual accretion in the previous year to the balance to the credit of an employee participating in a recognized provident fund.thus contribution of the employer in excess of 12%OF salary or interest credited in excess of 8.5% p.a. deemed to received by employer. 
 (ii) The taxable transferred balance from unrecognized to recognized provident fund  (being the employer’s contribution and interest thereon)
(iii) The contribution made by the Central Government in the previous year to the account of an employee under a pension scheme referred to under section 80CCD.

MEANING OF INCOME ‘ACCRUING’ AND ‘ARISING’
Accrue refers to the right to receive income, whereas due refers to the right to enforce payment of the same. For e.g. salary for work done in December will accrue throughout the month ,day to day, but will become due on the salary bill being passed on 31st December or 1st January .

 Similarly, on Government securities, interest payable on specified dates arise during the period of holding, day to day , but will become due for payment on the specified dates.
. Example: Interest on Government securities is usually payable on specified dates, say on 1st January and 1st July. In all such cases , the interest would be said  to accrue  from 1st July to 31st December and on 1st January ,it will fall due for  payment.
It must be noted that income which has been taxed on accrual basis cannot be assessed again on receipt basis, as it will amount to double taxation. For example, when a loan to a director has already been treated as dividend under section 2(22)(e) and later dividend is

Declared, distributed and adjusted against the loan, the same cannot be treated as dividend.
INCOME DEEMED TO ACCRUE OR ARISE IN INDIA [SECTION 9]

Certain types of income are deemed to accrue or arise in India even though they may actually accrue or arise outside India. The categories of income which are deemed to Accrue or arise in India are:

(i) Any income accruing or arising to an assesse in any place outside India whether directly or indirectly
  (a) Through or from any business connection in India

 (b) Through or from any property in India,
  (c) Through or from any asset or source of income in India

  (d) Through the transfer of a capital asset situated in India.

(ii) Income, which falls under the head “Salaries”, if it is earned in India. Any income under the head “salaries” payable for rest period or leave period which is preceded and succeeded by services rendered in India, and forms part of the service contract.
Of employment, shall be regarded as income earned in India.

(iii) Income from ‘Salaries’ which is payable by the Government to a citizen of India for services rendered outside India (however ,allowances and perquisites paid outside India by government is exempt)
 (iv) Dividend paid by a Indian company outside India.

 (v) Interest 

 (vi) Royalty 

 (vii) Fees for technical services 

  Income from business connection

The expression “business connection” has been explained in Explanation 2 to section

9(1)(i).

(i) ‘Business connection’ shall include any business activity carried out through a person acting on behalf of the non –resident.
(ii) He must have an authority which is habitually exercised to conclude contracts on behalf of the non-resident .However ,if this activites are limited to the purchase of goods or merchandise for the non-resident, this provision will not apply.
(iii) Where he has no such authority, but habitually maintains in India a stock of goods or merchandise from which he regularly delivers goods or merchandise on behalf of the  Non-resident, a business connection is established.

iv) Business connection is also established where he habitually secures orders in India, mainly or wholly for the non-resident.
Further, there may be situations when other Non-residents control the above-mentioned non-resident. Secondly, this non-resident

may also control other non-residents. Thirdly, all other non-residents may be subject to the same common control, as that of the non-resident. In all the three situations, Business connection is established.

Exception:

"Business connection", however, shall not be held to be established in cases where the Non-resident carries on business through a broker, general commission agent or any other Agent of an independent status, if such a person is acting in the ordinary course of his Business. 

Indirect way of taxing agricultural income;-,

a method has

Been found out to levy tax on agricultural income in an indirect way. This concept is known as Partial integration of taxes. It is applicable to individuals, HUF, unregistered firms, AOP, BOI and artificial persons. Two conditions which need to satisfy for partial integration are:

1. The net agricultural income should exceed Rs.5, 000 p.a., and

2. Non-agricultural income should exceed the maximum amount not chargeable to tax. 

   It may be noted that aggregation provisions do not apply to company, firm assessed as such

The object of aggregating the net agricultural

Income with non-agricultural income is to tax the non-agricultural income at higher rates.

  Tax calculation in such cases is as follows:

 Step 1: Add non-agricultural income with net agricultural income. Compute tax on the Aggregate amount.

Step 2: Add net agricultural income and the maximum exemption limit available to the Assessee. Compute tax on the

Aggregate amount.

Step 3: Deduct the mount of income tax calculated in step 2 from the income tax calculated  in step 1 i.e. Step 1 – Step 2.

Step 4: Deduct rebate u/s 88E from the amount of tax obtained in step 3.

Step 5: Add surcharge, if applicable, to the amount obtained in step 4 above.

Step 6: The sum so arrived at shall be increased by education cess @2%.

Agricultural income

1. Income derived from the sale of seeds.

2. Income from growing of flowers and creepers.

3. Rent received from land used for grazing of cattle required for agricultural activities.

4. Income from growing of bamboo.

Non-agricultural income

1. Income from breeding of livestock.

2. Income from poultry farming.

3. Income from fisheries.

4. Income from dairy farming.

RELIEF UNDER SECTION 89
Where by reason of any portion of an assessor’s salary being paid in arrears or in  Advance or by reason of his having received in any one financial year, salary for more  than twelve months or a payment of profit in lieu of salary under section 17(3), his income

is assessed at a rate higher than that at which it would otherwise have been assessed,

The Assessing Officer shall, on an application made to him in this behalf, grant such relief  as prescribed. The procedure for computing the relief is given in rule 21A.

(2) Similar tax relief is extended to assessee who receive arrears of family pension .
INFRASTRUCTURE CAPITAL FUND [Section 2(26B)] –

 Infrastructure capital fund means such fund operating under a trust deed registered under the provisions of the Registration Act, 1908 established to raise monies by the trustees for investment by way

Of acquiring shares or providing long-term finance to -

(1) Any enterprise or undertaking wholly engaged in the business referred to in section

80-IA (4) or section 80-IAB (1) or

(2) An undertaking developing and building a housing project referred to in section 80-

IB (10) or

(3) A project for constructing a hotel of not less than three star category as classified by

The Central Government or

(4) A project for constructing a hospital with at least 100 beds for patients
INFRASTRUCTURE CAPITAL COMPANY [Section 2(26A)] – “Infrastructure capital Company" means such company which makes investments by way of acquiring shares or Providing long-term finance to -

(1) Any enterprise or undertaking wholly engaged -

(a) In the business referred to in Section 80-IA(4) i.e. business of

(i) developing/operating and maintaining/developing, operating and

Maintaining any infrastructure facility fulfilling the specified conditions

(ii) Providing telecom services, whether basic or cellular

(iii) Developing, developing and operating or maintaining and operating an Industrial park or special economic zone notified by the Central Government

(iv)  Generating, transmitting or distributing power or undertaking substantial  Renovation and modernization of the existing network of transmission or Distribution lines.

(b) In the business referred to in Section 80-IAB (1) i.e. any business of developing a SEZ.

(2) An undertaking developing and building a housing project referred to in section 80- IB (10) i.e. approved before 31.3.2007 by a local authority and commences or Commenced development and construction on or after 1.10.98 and completes or Completed development and construction within the time specified.

(3) A project for constructing a hotel of not less than three-star category as classified by The Central Government or

(4) A project for constructing a hospital with at least 100 beds for patients

CERTAIN CASES WHEN INCOME OF A PREVIOUS YEAR WILL BE ASSESSED IN
THE PREVIOUS YEAR ITSELF
The income of an assesse for a previous year is charged to income-tax in the Assessment year following the previous year. However, in a few cases, this rule does not apply and the income is taxed in the previous year in which it is earned. These exceptions have been made to protect the interests of revenue. The exceptions are as follows:

I. Shipping business of non-resident (section 172)

II. Persons leaving India [Section 174]
III. AOP / BOI / Artificial Juridical Person formed for a particular event or purpose
IV. Persons likely to transfer property to avoid tax 

V. Discontinued business [Section 176] -

VI. Residential Status

The purpose of learning this chapter is to find out whether an assesse a resident or non-resident.

    This is because if a person a  is resident of India then his income will be taxable. (Indian Income + Foreign Income)  If a person is non-resident then his only Indian income will be taxable.

          A person is deemed to be Indian origin if he or either of his parents or any of his grandparents was born in undivided India.Granparents include both Maternal & parental. 
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Basic Conditions:-

1. He is in India in the previous year for a period of 182 days or more.

2. He is in India of 60 days or more during the previous year  & 365 days or more during 4 years immediately preceding the previous year.

 Additional   Condition to test as to  when a  resident  individual  is  ordinary  resident.

A resident individual is treated as “residential & ordinary resident “in India if he satisfies the following two additional conditions..

1. He has been resident in India at 2 out 10 preceding years.

2. He has been in India for a period of 730 days or more during 7 years immediately proceeding the relevant previous years.

Resident But not ordinary resident.

 A resident who satisfy at least one of the basic condition but does not satisfy the two additional condition is treated as resident but not ordinary resident in India..

Calculation of No. of days stay in India

For calculating the no of days stay in India the day of leaving the India as well as the day of entering /reaching in India is calculated,.           
Scope of Income.
	Income
	Resident & ordinary resident
	Resident but not ordinary resident
	Non Resident

	Income Received or deemed to be received in India
	Taxable
	Taxable
	Taxable

	Income accruing or arising in India or deemed to accrue In India
	Taxable
	Taxable
	Taxable

	Income accruing or accruing outside India



	Business controlled /profession set up in India
	Taxable
	Taxable
	Not Taxable

	Any other source
	Taxable
	Not Taxable 
	Not Taxable



