Income from salaries
Income is taxable under this head only if there is employer and employee relationship. Employer will decide 3 aspects for employee.
1.   What work were employee were to do
2.   When the work is better
3.   How the work will be done
If there is no employer and employee relationship is taxed under some other head
Example-Remuneration received by a partner from partnership firm taxable under the head income from business and profession.


Section-15 Charging section
Salaries are taxable,
1.   If they are due in previous year whether received or not
2.   If they are received in previous year whether due or not
3.   Arrears of salary.


Different forms of salaries
Calculation of salary Basic salary-fully taxable Advance salary-fully taxable Commission-fully taxable
   Commission based on % of turn over
   Commission based on % of net profit
Bonus-taxable as and when amount is received.


Allowance

	Section-
10(7)
	1.   Any allowance or Perquisite paid or
allowed by government of India to the citizen of India for rendering service out-side India.
	Entire amount is exempted
	Individual-salaried
employee (Being a citizen of India)

	
	2.   Allowance to judge of high court or
supreme court
	Exempt, subject to certain conditions.
	Individual judge of
high court or
Supreme court

	
	3.   Compensatory allowance received
by a judge under article 222(2) of the constitution
	Fully exempted
	Individual-judges

	
	4.   Salary or allowance received by a
teacher or professor from SAARC member state (Subject to certain condition)
	Fully exempted
	Individual-Teacher
from SAARC
member state

	Section-
10(13A)
	House rent allowance
	Actual HRA received                                xxx
List of the following is exempt:
1.   Actual HRA received
2.   50% of salary, if house situated in
	




	
	
	Delhi, Calcutta, Mumbai, and Chennai.
Other-wise in any other city 40% of salary.
3.   Actual rent paid-10% of salary.
  Salary=Basic + DA (if part of retirement benefit)+commission (based on turn over)
  Fully taxable, If HRA is received by an
employee who is living in his own house or if he does not pay any rent.
  It is mandatory for employee to report PAN of the landlord to the employer if rent paid is more than 1,00,000/-
	

	Section –
10(14)
	Section-10(14)(i) allowance for Office
expenses:
1.   Travelling allowance: any allowance granted to meet the cost of travel on tour or transfer of duty. “Allowances granted to meet the cost of transfer” include any sum paid in connection with transfer, packaging and transportation of personal effect of such transfer.
2.   Daily allowance:  Any allowance, whether granted on tour or for the period of journey in connection with transfer, to meet the ordinary daily charges incurred by the employee
on account of absence for his
normal place of duty.
3.   Conveyance allowance: Any allowance granted to meet the expenditure incurred on conveyance in performance of duties of an office or employment of profit, provided that free conveyance is not provided by the employer.
4.   Helper allowance: any allowance, by whatever name called, Granted to meet the expenditure incurred on the helper where such helper is engaged for the performance of duties of an office or employment of profit.
5.   Academic allowance:  Any allowance, by whatever name called, granted for encouraging academic, research and training
	
	




	
	pursuits in educational and research
Institutions.
6.   Uniform allowance:  Any allowance, by whatever name called, granted to meet the expenditure, incurred on the purchase or maintenance of uniform for wear during the performance of duties of an office or employment of profit.

The amount exempt for the above mentioned allowance shall be least of the following.
Amount received
Amount actually spent for the performance of duty.
(Whichever is less of the above two)

Section-10(14)(ii)-Personal expenses This category of allowances is exempted to the extent of the amount received or the limit specified.
1.   Children education allowance



2.   Hostel expenditure allowance



3.   Transportation allowance is Granted to an employee to meet expenditure on commuting between place of residence and place of duty.

4.   Allowance granted to an employee working in any transport business to meet his personal expenditure during his duty performed in the course of running of such transport from one place to another place provided employee is not in receipt of daily allowance.

5.   Special compensatory allowance (hilly areas or high altitude allowance or climate allowance)
	





























Up to Rs. 100/- month, per child up to a maximum of 2 children is exempted.

Up to Rs.300/-month, Per child up to maximum of 2 children is exempt.

Up to Rs.1600 per month (Rs.3200/- month for blind and handicapped employees) is exempt.




Amount of exemption shall be lower of following:
1.   70% of such allowance
Or
2.   Rs.10,000/- month







Rs.800 common for various areas of north east, hilly areas of UP, HP, J&K, and Rs.7000PM for Siachen area of J&K and Rs.300 common for the all the places at a
	




	
	



6.   Border area allowance remote locality or allowance or disturbed area allowance or difficult area allowance (Subject to certain conditions and locations) ( Read with rules 2BB)

7.   Tribal area allowance in (a) MP, (b)TN, (c)KA, (e) Tripura, (f) Assam, (g) WB, (h) Bihar, (i) Orissa.

8.   Compensatory field area allowance. If this exemption is taken, employee cannot claim any exemption in respect of border area allowance (Subject to certain condition and locations)

9.   Compensatory modified area allowance. If this exemption is taken, employee cannot claim any exemption in respect of border area allowance  (subject to certain conditions and location)

10. Country insurgency allowance if this exemption is taken, employee cannot claim any exemption in respect of border area allowance (subject to certain conditions and locations)

11. Underground allowance is granted to employees working in uncongenial, unnatural climate in underground mines

12. High altitude allowance is granted to armed forces operating in high altitude areas (subject to certain conditions and location)
	height of 1000mtr or more other than the
above places.

Amount exempted from tax varies from
Rs.200 per month to Rs.1,300 per month.







Up to Rs.200 per month.





Up to Rs.2600 per month









Up to Rs.1000/- month









Up to Rs.3900/- per month








Up to Rs.800/- month





a.    Up to Rs.1060 per month (for altitude of 9000 to 15000 feet)

b.   Up to Rs.1600 per month (for altitude above 15000 feet)
	




	
	
13. Highly active field area allowance is granted to members of armed forces (Subject to certain condition and location)

14. Island duty allowance is granted to members of armed forces in Andaman and Nicobar and Lakshadweep group of island (subject to certain condition and location)

Other allowance
1.   City compensatory allowance

2.   Fixed medical allowance

3.   Tiffin, Lunch, Dinner, Refreshment allowance,

4.   Servant allowance

5.   Dearness allowance

6.   Project Allowance

7.   Overtime allowance

8.   Telephone allowance

9.   Holiday allowance

10. Any other cash allowance
	
Up to Rs.4200 per month







Up to Rs.3250 per month









Fully taxable Fully taxable Fully taxable

Fully taxable Fully taxable Fully taxable Fully taxable Fully taxable Fully taxable Fully taxable
	



Dearness allowance

    In terms or Entering:
Entering into retirement benefit forming part of salary-Benefit to employee.

   Not in terms or not entering:
Not entering into retirement benefit not forming part of salary.
Retirement benefit:
   Gratuity Section-10(10)
   Pension Fund section-10(10A)
   Leave salary section-10(10AA)
   Retrenchment section-10(10B)
   Voluntary retirement section-10(10C)
   Provident Fund section-10(11) and 10(12)
   Superannuation of fund section-10(13)

List of Perquisites:
Perquisites are profit or gain received by employee because of employer and employee relationship. Perquisites may be in cash or kind.
1.   Section-17(2)(i)-Rent free accommodation provided by employer to employee.
2.   Section-17(2)(ii)-Accommodation provided by employer to employee at concessional rate.
3.   Section-17(2)(iii)-Any facility provided by employer.
4.   Section-17(2)(iv)-Employees obligation meet by employer.
5.   Section-17(2)(v)-Life insurance premium.
6.   Section-17(2)(vi)-Sweat equity shares and sweat debentures received by employee.
7.   Section-17(2)(vii)-Employer contribution towards super annuity fund in excess of 1 lakhs.
8.   Section-17(2)(viii)-Any other benefit provided by employer.

Exemption of terminal benefits:- Gratuity (section-10(10):-
Non-government employee-fully exempted u/s-10(10)(i)

Non-government employee
In case of employees covered by the payment of gratuity act-1972
	Particular
	Amount
	Amount

	
Actual gratuity received

Least of the following is exempt U/S-10(10)
1.   15/26*Last drawn salary*Number of year of service
(fraction more than or equal to 6 months to be round off)
2.   Actual gratuity received
3.   Maximum limit 10,00,000/-
(whichever is less)          Taxable gratuity
	



xxx xxx
xxx
	
XXX







xxx

	
	
	xxx



*salary=basic salary + Dearness allowance (both)
In case of employee not covered under payment of gratuity act-1972
	Particular
	amount
	Amount

	
Actual gratuity received

Least of the following is exempted U/S-10(10)
1.   ½*Average salary of last 10 months*number of year of service
(fraction to be ignored)
2.   Actual gratuity received
3.   Maximum limit Rs.10,00,000/-
(whichever is less)                                                                            Taxable gratuity
	



XXX XXX
XXX
	
XXX







XXX

	
	
	XXX



*Salary=Basic salary + Dearness allowance (In terms) + fixed percentage of commission on turn over.

Pension (section-10(10A) :-
1.   Non commuted pension-Government and Non-government-Fully taxable

2.   Commuted pension:-
   Government, local authority, statutory corporation, Member of civil service, all India service defense service, fully exempt U/S-10(10A)(i).
   Any other employees:-
1.   If employee received gratuity upon retirement, than 1/3 of the total commuted value is exempt U/S-10(10A).
2.   If employee does not receive gratuity upon retirement, than ½ of the total commuted value
is exempt U/S-10(10A).

Leave salary (Section-10(10AA):-
1.   Received during service-Government and Non-Government-Fully taxable.
2.   Received during the time of retirement.
   Government employees-Fully exempted
 (
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)   Non-Government employees-taxable as follows
1.   Average salary=basic salary + Dearness allowance (in terms) +fixed % of commission on turn over(For 10 months preceding the date of retirement)
10 year
2.   Balance leave as per Income tax act
1.   Leave entitlement (1 month or employer policy (whichever is less))*Number of year of service.
Less:- Leave availed
Balance leave as per income tax




XXX (XXX)

XXX

Retrenchment (Section-10(10B):-
	Particular
	Amount
	Amount

	Actual amount received
Less-exemption U/S-10(10B)

Least of the following is exempted U/S-10(10B)
1.   Amount as per Industrial Dispute act
2.   15/26*Average salary of last 3
Months*Number of year of service
3.   Maximum limit 3,00,000/-
(whichever is less)          Taxable Retrenchment
	



XXX XXX
XXX
	XXX








XXX

	
	
	XXX



*Salary=Basic salary + Dearness allowance (Both)

Voluntary Retirement composition (Section-10(10C):-
	Particular
	Amount
	Amount

	
1.   Actual amount received
Less-exemption U/S-10(10C)

Least of the following is exempt U/S-10(10C)
1.   Higher of the two
   Last drawn salary*3 Months*Number of year of service   XXX
   Last drawn salary*Remaining months of service or Number of months pending in superannuation                                        XXX
2.   Actual amount received
3.   Maximum limit Rs.5,00,000
Taxable amount
	










XXX XXX XXX
	
XXX











XXX

	
	
	XXX



*Salary=Basic salary + Dearness allowance + Fixed % of commission on turn over


Superannuation fund (section-10(13):-
Approved superannuation fund means superannuation fund which is approved by the commissioner of income-tax. With effect from the assessment year 2010-11, employers contribution to an approved superannuation fund in excess of Rs.1,00,000 is charged to tax as perquisite.
Employee contribution will qualify for deduction under section 80C and interest on accumulated balance is not liable to tax
Payment is following cases will be exempted from tax under section 10(13).
   Payment on death of beneficiary
   Payment to an employee in lieu of, or in commutation of an annuity on his retirement at or after the specified age or on his becoming incapable prior to such retirement.
   Refund of contribution to an employee on leaving the service (otherwise than above mentioned reason) to the extent to which such payment does not exceed the contribution made prior to April
1, 1962.
   By way of refund of contribution on the date of beneficiary.

Provident fund (section-10(11) and 10(12):-
1.   Recognized provident fund  (RPF):-
This  scheme  is  applicable  to  an  organization  which  employees  20  or  more  employees.  An organization can also voluntarily opt for this scheme. All RPF scheme must be approved by the commissioner of income tax. Here the company can either opts for government approved scheme or the employer and employees can together start a PF scheme by forming a trust. The trust so created shall invest the fund in specified manner. The income of the trust shall also be exempt from income taxes.
2.   Unrecognized provident fund(URPF):
Such schemes are those that are started by employer and employees in an establishment, but are not approved by the commissioner of income tax. Since they are not recognized, URPF scheme have a different tax treatment as compared to RPFs.
3.   Statutory provident fund (SPF):-
This fund is mainly meant for government/University/Educational institutes (affiliated to university)
employees.
4.   Public provident fund (PPF):-
This is a scheme under the public provident fund act 1968. In this scheme even self-employed
person can make the contribution. The minimum contribution is Rs.500 P.A. and the maximum contribution is Rs.1,50,000.P.A. the contribution made along with interest earned is repayable after
15 years, unless extended. All about PPF and income tax benefit.

Tax treatment of provident fund can be discussed under two scenarios:
1.   One during continuity of job, and
2.   Upon receipt of accumulated balance of provident fund at the time of retirement or resignation

 (
F
un
d
D
u
ri
n
g
 
c
on
t
i
nui
ty
 o
f 
j
o
b
U
po
n
 
r
e
t
ir
e
me
n
t
E
m
p
l
o
y
e
e’s
C
o
n
tri
bu
ti
o
n
E
m
p
l
o
y
e
r
’s
c
o
n
tri
bu
t
i
o
n
I
n
t
e
rest               
 
o
n
p
r
ov
i
d
ent
 
fu
n
d
Repa
y
m
ent
 
o
f
 
sum
 
o
n
 
reti
r
e
m
ent
 
,
resi
gn
ati
o
n
 
o
r
 
t
e
r
m
i
n
at
i
o
n
R
P
F
D
ed
u
ct
i
o
n 
und
er se
c
t
i
o
n 
8
0
C
 
is a
v
ai
l
a
b
le.
Ex
e
m
p
t
 
u
p to
 
1
2
%
 o
f sala
r
y
. Th
u
s c
o
n
tri
bu
t
i
o
n 
m
a
d
e
 
b
y e
m
p
l
o
y
er  
 
e
x
ce
e
d
i
n
g
1
2
% 
 
sh
a
ll 
 
b
e 
 
a
dd
ed
to
 
e
m
p
l
o
y
e
e
’
s sala
r
y i
n
c
o
m
e.
Ex
e
m
p
t 
 
up
to
 
 
9
.
5
%
i
n
t
e
rest  
 
e
x
ce
e
d
i
n
g
9
.5
%  sh
a
ll
 
 
b
e a
dd
ed to e
m
p
l
o
y
e
e
’s sala
r
y i
n
c
o
m
e.
N
o
th
in
g  
 
is  
 
taxa
b
le  
 
su
bj
ect  
 
t
o f
o
ll
o
wing
 
c
o
nd
iti
o
n
s
:
1
.  
 
E
m
p
l
o
y
e
e’s 
 
le
f
t 
 
the 
 
j
o
b 
 
a
fter
five
 
y
ear
 
o
f
 
se
r
v
ice.
 
Or
2
.  
 
Where 
 
p
er
i
o
d 
 
o
f 
 
s
er
v
i
ce 
 
less
than
 
5
 
y
ears,
 
t
h
e
 
t
e
r
m
i
n
a
ti
o
n is
 
du
e
 
t
o ill
 
h
e
alt
h
, 
d
isc
o
n
ti
nu
a
n
ce
 
o
f
 
bu
si
n
e
s
s
 
o
f
)Summarized table showing tax treatment of provident funds

	
	
	
	
	Employer. Or
3.  Here on reemployment, the balance in  RPF  is  transferred to R.P.F with new employer. (For the purpose of computing
5 years period, period of service rendered with previous employer shall be included.)
If  none  of  the  above  conditions are satisfied then:
1.   The amount taxed earlier shall be taxed in the same manner as URPF, given below.
2.   Any tax concession (e.g. 80C) available by assesses for contribution to RPF shall now be withdrawn.

	
URPF
	
No  deduction under  section  80C is available.
	
Any amount of contribution is not taxable.
	
Not taxable.
	
Sum received on retirement or termination comprise of following: Employer’s contribution and interest there on: taxable as salary income.

Employee’s own contribution: it is
not taxable.
Interest on employee’s contribution taxable as income from other sources.

	
SPF
	
Deduction under section 80C is available.
	
Fully exempt
	
Fully exempt
	
Fully exempt

	
PPF
	
Assessee or employee can make contribution to PPF, No concept of employer contribution. Deduction under section 80C available on contribution made.
	
Amount       received       (Including interest) is fully exempt.



Valuation of Perquisites (Section 17(2))
1.   Rent free residential accommodation provided by the employer to employee
    For Government employee
o Unfurnished accommodation
License fee determined as per government rules as reduced by the rent actually paid by the
employee.
o Furnished accommodation
a.    License fee determined as per government rules as reduced by the rent actually paid by
the employee.
b.   Adding 10% p.a. of the furniture cost to the above rent (a+b)
c.	However if the furniture is Hired, than hire charges payable or paid should be added to the value determined under point a. as reduced by charges recovered from employee.
    For Non-Government employee
o Unfurnished accommodation
     Where accommodation is owned by employer
	Location
	Perquisite value

	In cities having a
population > 25 lakhs
As per 2001 census.
	15 % of salary.

	In cities having a
population > 10 lakhs
< 25 lakhs as per
2001 census.
	10% of salary.

	In  cities having a
population <10 lakhs as per 2001 census
	7.5% of salary.


The perquisite value should be arrived at by reducing the rent, if any, actually paid by the
employee, from the above value.
     Where the accommodation is taken on lease or rent by employer
Lower of the following is taxable:
a.    Actual amount of lease rent payable or paid by the employer or b.   15% of salary
The lower of the above should be reduced by the rent, actually paid by the employee, to arrive at the perquisite value.
o Furnished accommodation
     Where accommodation is owned by employer
Rent as per the table paid or payable,+ 10% p.a. of the furniture cost.
However, if the furniture is hired, than hire charges payable or paid should be added to
the value determined under or as per the table, as reduced by charges recovered from employee.
     Where accommodation is taken on lease or rent by employer
Lower of the following is taxable
a.    Actual amount of lease rent paid or payable by employer or b.   15% of Salary

The lower of the above should be reduced by the rent, actually paid by the employee, to arrive at the perquisite value.
Add the 10% p.a. of the furniture cost. To the above rent.

However, if the furniture is hired, then hire charges payable or paid should be added to the value determined in the 1st point. As reduced by charges recovered from employee.

Perquisite section 17(2)(iii) and section 17(2)(iv)

1.   Any facility provided by employer Section 17(2)(iii)
2.   Employee obligation met by employer section 17(2)(iv)

Motor car
Education
Medical perquisite
Water gas and electricity
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)Watch man, servant, gardens appointed by employer. Motor car

	Owned by employer

	Expenses by
employee
	Official purpose
	Personal Purpose
	Partly official and Partly
Personal

	
	Nil
	Driver salary(If any)     XXX
+10% of OC                    XXX
-Amt. recovered
From employee           (XXX)
Perquisite value          XXX
	Exp. By employer       XXX
Less-official
Amount
<1600CC-600.P.M.
>1600CC-900.P.M.
Driver Sal.-900.P.M. (XXX)
Perquisite value         XXX

	Expenses by
employer
	Nil
	Exp. by employer   XXX
Driver salary            XXX
+10% of OC              XXX
Perquisite value    XXX
	Exp. By employer        XXX
Less-
Official amount
<1600CC-1800
>1600CC-2400
Driver Sal.-900            (XXX)
Perquisite value         XXX



Education:-
	



Facility
	Employees



Exempt
	Children of Employee

Market value of Education in similar Institution                     XXX Less-Standard
Exemption                        (XXX) (Maximum 1000.P.M.)
Less-Amt. received
From Employee               (XXX)
Perquisites value             XXX
	Other

Same as children

Benefit of standard exemption
1000 not available

	Reimbursement
	Employee    Exempt
	For Other Taxable



Medical:-
	In India
	Outside India

	Employer hospital Government hospital
   Hospital approved by IT Department

Fully exempted
	Other

Exempted Up to 15000/- p.a.
	1

2



3
	Cost of treatment-1 person

Cost of Stay-2 person (taxable as per
RBI guidelines)

Cost of travel-2 person. exempt if GTI is up to 2,00,000/- (excluding cost of travel)


Medical allowance-Fully taxable
Medical perquisite-Exempt
Family=Spouse, children,(dependent or Not) Brother, sister, parents (dependent)
Section-17(2)(viii)-Any other Benefit
1.   Use movable assets
2.   Sale of movable assets
3.   Gift
a.    Gift-cash-fully taxable
b.   Kind-exempt up to 5000/- amt. is taxable
4.   Lunch facility
a.    Tea\coffee\snakes-Exempt
b.   Lunch-exempt up to rs.50 per male per day, maximum 300 days.
5.   Credit card
6.   Interest free or concessional rate loan.

Movable assets

	Sale
	Use

	Estimated cost to employer   XXX
Less-Sales proceeds              (XXX)
Taxable perquisite value      XXX
	Computer, laptops, cell
phone, subscription to journal and
periodicals.
Exempt.
	Other assets
Owned by employer 10% of original cost or                                           XXX Hired by employer actual hire charges paid by employee.        XXX
XXX less-recovery from employee    XXX Taxable perquisite value    XXX

	Actual cost to employer        XXX
Less-Notional depreciation
for completed year                  XXX
Estimated cost to employer  XXX
	
	

	1.   Computer and other related
electrics 50% WDV Motor car 20% WDV Other assets 10% SLM
2.   Any other assets sold to employee
after its for 10 Year or more is not taxable
3.   Goods manufactured by employer sold to employee at concessional price are exempt.
	
	



Credit card
Expenses paid by employer     XXX Less-official use                           XXX Less-Recovery from Employee XXX Taxable perquisites value        XXX
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Medical treatment
	If medical exemption is not received
Exempt perquisite.
	P-total of month end balance of new loan

N-1 Month

R-SBI rate as on the first day of relevant previous year.

	
	if medical compensation is received and retained by employee, than
Due Interest                        PNR Less-recovery of interest  XXX Taxable PV (if positive)     XXX
	



New loan
1.   Medical compensation received and retained by employee.
2.   Employee loans outstanding on the 1st day of month in which compensation is received.

Leave travel concession
Exempt if available for 2 trips in a block of 4 Calendar year.
1.   Air-Amount not exceeding air economy fare by the shortest route.

2.   Any other Mode
a.    Where rail service is available amount not exceeding the air condition first class rail fare by the shortest route.
3.   Where rail service is not available
a.    Public transport does not exist
Amount equivalent to air condition first class rail fare by the shortest route. b.   But public transport exist
Amount not exceeding the first class or deluxe class fare by the shortest route.

Deduction from the Gross salary (section-16)
1.   Entertainment allowance:-
Allowable only in case of government employee section-16(ii)

Least of the following is exempt
1.   Maximum limit 5000
2.   1/5 of basic salary
3.   Actual entertainment allowance received
(Whichever is Less)

2.   Professional tax Section-16(iii)
Any sum paid by the assessee on account of tax on employment is allowable as deduction. In case professional tax is paid by employer on behalf of employee the amount shall be included in gross salary as a perquisite and the deduction can be claimed.




Relief Under section 89

	
	

	
Salary income for the year excluding arrears 
Add: Arrears relating to Previous year
Total Income including arrears

Tax on the above Income as per AY slab rate
Tax on total income Including arrears (A)

Total Income excluding arrears(Salary income for the year)

Tax on the above income as per AY slab rate
Tax on total income excluding arrears (B)

Difference between (A-B)

Tax on Previous year income assessed 

Total income assessed
ADD: Arrears relating to previous year 
Total Income Including arrears
Tax on the above Income as per Previous year slab rate

	
XXX
XXX
XXX


XXX

XXX



XXX

XXX



XXX
XXX
XXX





Charging section (sec-28)

Income from business or profession
Any income arising from any person by way of profits or gains from business or profession or vocation carried on by him at any time during the previous year will be taxable under this head.
Business (sec-2(13))
It includes any trade commerce or manufacture, or any adventure or concern in nature of trade commerce manufacture.
Profession (sec-2(36))
It implies occupation requiringintellectual skill or some degree of learning. Profession also includevacation (exercise of skill).
General points
   For constituting business income, continues activity will be necessary, some of the cases isolated transaction are also covered in the definition of business.
   Profit may be in cash or kind.
   Capital receipts are not business income.
   Business should be carried out some “time” during the previous year thorough it is not necessary
that it should have been continued thorough the previous year.
Income are chargeable to tax even if business is not at all carried out during the year
   Excess recovery against a deduction previously allowed u/s 41(1)
   Sale of an assets used for scientific research u/s 41(3)
   Recovery against bad debts previously allowed u/s 41(4)
   Income tax is charged not on gross receipts on real net profits.
   Profit of illegal business also taxable legal expenses incurred for earning such income will only be allowed as deduction.
   Speculative business income will be treated separately in income tax accordingly to expiation 2 to section 28
   Loss from speculative business can-not be treated setoff with any other non-speculative
business income or with any other income.
   Such loss can be set off only against future speculation income upto maximum of 4 years as per section 73 provision.
Certain business income which are taxed under other heads of income
   Rent from house property
   Dividend on shares held as a stock in trade
   Income from activity of owning and maintain race horses.
Basis of charge
   Profit or gains of any business or profession
   Compensation or any other payment due or received by the assessee in conduct of business.
   Profit on sale of import entitlement license cash assistant compensatory support.
   Value of any benefit or perquisite.
   Any salary, interest, bonus, commission received by a partner of a firm from such firm.
   Any sum received under a key man insurance policy. For employee taxable under the head income from salary, for employer taxable under the head income from business or profession, for legal hire of employee taxable under the head income from other source.
   Any sum received in cash or kind under an agreement for not
Carrying out any activity in-relation to any business
Not to show any know how, patents, copy right, trade mark, license franchise or any other business or commercial rights of similar nature.
General principles of computation of business income
   According to section 29 the profit and gains of business are to be computed in accordance with the provision continued in section 30 to 44DB
   Business or profession should be carried on during previous year, expenses and loss of
discontinued business is not allowed.











Expenses



Allowed
sec-30 to 37(1)
sec-43B sec-32AC sec-35AD sec-37(1)





Computation of
Bus/Prof Income

Disallowed
sec-37(2B)
Sec-40A




Income

sec-28,sec-41(1),sec-
41(3),sec-41(4),sec-43CA,sec-
43AD,sec-44AE.

Format for computation of business income

	Particular
	amount

	Net profit  as per profit and loss account
Add:-
1.   Expenses debited to profit and loss account but not allowed. Exp-RDD
2.   Income not credited to profit and loss account but taxable. Less:-
1.   Expense not debited to profit and loss account but allowed. (Deferred revenues expenses)
2.   Income credited to profit and loss account but exempted / taxable under the other head. (dividend from Indian company, rent from house property)
	XXX

XXX XXX

XXX XXX

	Taxable income from business or profession
	XXX




Expenses expressly allowed
Sec-30 Rent, rate, taxes, repairs, insurance of building used for business or profession,
   No notional rent is allowed as a deduction to assessee who is the owner of business premises.
   Even passive use
Sec-31 Repairs and insurance of plant and machinery or furniture.
Sec-32Depreciation :-

	Class of assets
	Rate of
depreciation

	1.   Building
2.   Machinery
3.   Furniture
4.   Plant (including car, electricity)
   Computer
   Ships
   General rate
5.   Intangible assets
	10% WDV
15% WDV
10% WDV

60% WDV
20% WDV
15% WDV
-


Conditions,
1.   Assessee should be owner of the assets part or full,
2.   Assessee should be assets used for business or profession,
3.   Assets used during the previous year used actively, or used passive (kept ready to use).
Computation

	Particular
	amount

	Opening WDV of block
+Addition during the year
   Purchased during the previous year and used for less than 180 days
   Other wise

-sales proceedings during the PY
Qualifying amount
-Depreciation u/s 32
Closing WDV of block
	XXX

Half
Full

	
	XXX
XXX

	
	XXX
XXX

	
	XXX



Example
1-4-2015 opening WDV of assets no-5 cost 50L
1-1-2016 purchase no-8 cost 10L
30-3-2015 sales of assets no8 cost 10L Calculate depreciation u/s 32
Case-1 Normal no profit or no loss on sale
Case-2 loss on sale
Case-3 profit on sale

ANS-

	
	Particular
	No of assets
	Case-1
	Case-2
	Case-3

	1-4-2015
1-1-2016

25-3-2016

31-3-2016
	Opening WDV of assets
Purchase

Sales
Qualifying amount
Depreciation u/s 32
Addition-10*15/100*1/2
Opening WDV
Closing WDV
	5
8
	50
10
	50
10
	50
10

	
	
	13
8
	60
10
	60
8
	60
12

	
	
	5
	50

0.75
6
	52

0.75
6.3
	48

0.75
5.7

	
	
	
	43.25
	44.95
	41.55


Case-2 in this case the sales value is lesser then the cost. It this effect to increase in closing stock and
increase in depreciation.(depn. on Opening WDV = 50-8=42*15/100)
Case-3 in this case sale value is more than the cost. It this effect to decrease in closing stock and decrease in depreciation. (depn. on Opening WDV = 50-12=38*15/100)
Block turns negative and Block ceases to exist

	Particular
	Block turns Negative
	Block ceases to exist

	
	No of
assets
	Amount
	No of
assets
	Amount

	Opening WDV
Purchase

Sales
	5
8
	50
10
	5
8
	50
10
	50
10

	
	13
(3)
	60
(80)
	13
(13)
	60
(80)
	60
(8)

	
	10
	(20)
	0
	(20)
	52

	Capital gain
Sales consideration Cost of acquisition Opening WDV Addition
	



50
10
	
80



(60)
	



50
10
	
80



(60)
	
8



(60)

	
	
	20
	
	20
	(52)

	
	
	(capital
gain)
	
	(capital
gain)
	(capital
loss)



Section-32(1)
   Depreciation in respect of :
1.   Tangible assets (Buildings, machinery, plant and furniture)
   Depreciation shall be allowed at prescribed percentage on actual cost of an asset.
   Condition-Taxpayers engaged in business of generation or generation and distribution of power.
2.   Intangible assets (Know-how, patents, copyright, trademarks, license, franchises, or any other business or commercial rights of similar nature)
   However, if assets is acquired and put to use for less than 180 days during the previous year, the deduction shall be restricted to 50% of depreciation computed above.
   Condition- Taxpayers engaged in business of generation or generation and distribution of power have the option to claim depreciation either on straight line basis or written down value basis.
   Depreciation in respect of:
1.   Tangible assets (building, machinery, plant and furniture)
   Depreciation shall be allowed at prescribed percentage on written down value of each book of assets (as per written down value method)
   All assessees.
2.   Intangible assets (Know-how, patents, copy right, trademarks, license, franchises, or any other business, or commercial rights of similar nature)
   However, if assets is acquired and put to use for less than 180 days, during the previous year, Shall be restricted to 50% of depreciation computed above.
Section-32(1)(iia)-Additional depreciation:
1.   Additional depreciation on new plant and machinery (Other than ships, aircraft, office appliances, second hand plant and machinery, etc.) shall be allowed subject to certain conditions.
   Additional depreciation to be allowed at 20% of actual cost of new plant and machinery.
   However, if an asset is acquired and put to use for less than 180 Days during the previous year,
50% of additional depreciation shall be allowed in year of acquisition and balance 50% would be allowed in the next year.
Condition:- All tax payers engaged in,
a.    Manufacture or production of any article or thing or
b.   Generation or generation or distribution of power (if taxpayers not claiming depreciation on basis of straight line method)
2.   Additional depreciation on new plant and machinery (other than ships, aircraft, vehicle, office appliances, second hand plant and machinery, etc.) shall be allowed subject to certain conditions.
   Additional depreciation to be allowed at 35% of actual cost of new plant and machinery.
   However, if an asset is acquired and put to use for less than 180 days during the previous year,
50% of additional depreciation shall be allowed in the year of acquisition and balance 50% in next year.
Condition:-
a.    All taxpayers which set up an undertaking or enterprise for production or manufacture of any article or thing in any notified backward area in the state of Andhra Pradesh, bihar, Telangana, and west Bengal.
b.   Manufacturing unit should be set-up on or after April 1, 2015.
c.    New plant and machinery should be acquired and installed on or after April 1, 2015 but before
April 1, 2020.
Sec 32AC
Investment in new plant and machinery (investment allowance)
   32AC(1A)
   If actual cost of plan and machinery in any of 3 years more than 25 crores (PY-2014-15,2015-
16,2016-17)
   Deduction 15% of actual cost
Lock in period
The new plant and machinery for which deduction u/s 32AC(1) and u/s 32AC(1a) has been claimed cannot be sold or transferred for the period of 5 years from the date of installation.
If the condition is violated the deduction allowed earlier would be deemed as income taxable under profit or gain of business or profession in the PY in which such plant and machinery sold or transferred. Capital gain shall be taxable on the transfer of such plant and machinery.
Computation of taxable income in the year of violation
Net profit                                                     XXX
+Deduction u/s 32AC allowed earlier      XXX Taxable income                                           XXX
Deduction u/s 32AC to be reduced from net profit not to be reduced from block of assets.


Section-32AD:
Investment allowance for investment in new plant and machinery (other than ships, aircraft, vehicle, office appliances, second hand plant and machinery, etc.) if manufacturing units is set up in notified backward area in the state of Andhra Pradesh, Bihar, Telangana or west Bangal. (Subject to certain condition)
Investment allowance to be allowed at 15% OF actual cost of new plant and machinery in the year in which such asset is installed.
All tax payers who acquire new plant and machinery for purpose of setting-up manufacturing units in notified backward areas in the state of Andhra Pradesh, Bihar, Telengana, or west Bengal.
   New asset should be acquired and installed on or after April 1, 2015 But before April 1, 2020.
   Manufacturing unit should be set-up on or after April 1, 2015.
   Deduction shall be allowed under section 32AD in addition to deduction under section 32AC if assessee fulfils the specified conditions.


Section-33AB:
Amount deposited in Tea/ Coffee/Rubber Development account by assessee engaged in business of growing and manufacturing tea/Coffee/Rubber in India.
Condition
   All assessee engaged in business of growing and manufacturing tea/coffee/Rubber.
   Deduction shall be lower of following:
   Amount deposited in account with National Bank for agricultural and Rural Development (NABARD) or in deposit account of tea Board, Coffee board or Rubber Board in accordance with Approved Scheme. Or
   40% of the profit from such business before making any deduction under section 33AB and before adjusting any brought forward loss.
(subject to certain condition)
Section-33ABA:
Amount deposited in special account with SBI or site Restoration account by assessee carrying on business of Prospecting for, or extraction or production of, petroleum or natural gas or both in India. Condition
   All assessee engaged in business of prospecting for, or extraction or production of, petroleum or
Natural gas or both in India. Deduction shall be lower of following
   Amount deposited in special account with SBI or site Restoration account, or
   20% of profits from Such business before making any deduction under section 33ABA and before adjusting any brought forward loss.
(Subject to certain conditions)


Sec-35 Scientific research
Sec-35(1)(i) Revenue expenditure on scientific research pertaining to business of assessee is allowed as deduction .Entire amount incurred on scientific research is allowed as deduction.
Expenditure on scientific research within 3 years before commencement of business (in the nature of
purchase of materials and salary of employees other than perquisite) is allowed as a deduction in the year of commencement of business to the extent certified by prescribed authority.
Deduction allowed to all assessee.


Sec-35(2)(i) capital expenditure incurred by the assessee. Example purchase of plant and machinery.


Sec-35(1)(ii) contribution to approved scientific research association or college or university.
175% of sum paid to such association, university, collage, or other institution is allowed as deduction. Deduction allowed to all assessee.


Sec-35(1)(iia) contribution made to an Indian company which has as its main object the scientific research and development and which approver by the prescribed authority.
125% of sum paid to the company is allowed as deduction. Deduction allowed to all assessee.


Sec-35(1)(iii) contribution made to research association which has as its main object. The undertaking for research in social science or statistical research or the university collage or other institution to be used for research in social science or statistical research.
125% of sum paid to such association, university, collage, or other institution is allowed as deduction. Deduction allowed to all assessee.


Sec-35(2AA) Any sum paid to the national laboratory or IIT or university or a specified person approved by prescribed authority. 200% of payment is allowed as deduction. Deduction allowed to all assessee.


Section-35(2AB)-Any expenditure incurred by a company on scientific research (including capital expenditure other than on land and building) on in house scientific research and development facilities as approved by the prescribed authorities shall be allowed as deduction.
Expenditure on scientific research in relation to drug and pharmaceuticals shall include expenses incurred on clinical trials, obtaining approvals from authorities and for filling an applicant for patents.
200% of expenditure so incurred shall be as deduction.
   Deduction shall be allowed if company enters into an agreement with the prescribed authority for co-operation in such research and development and fulfills conditions with regarded to maintenance of account and audit thereof and furnishing of reports in such manner as may be prescribed.
   Deduction under this provision would be allowed only for the expenditure incurred up to 31-03-
2017
   Allowed assessee-Company engaged in business of bio-technology or in any business of manufacturing or production of eligible articles or things.


Sec-35ABB capital expenditure incurred for acquiring a right to operate telecommunication service (of the business to operate telecommunication service or there-after at any time during any previous year) by obtaining a license.
Deduction will be given equally over the life of the license.


Sec-35AC Expenditure on eligible projects and schemes.
Any amount paid by assessee to A public sector company Local authority
Approved association for implementing the scheme made by the national committee relating to
social or Economic welfare of the poor people.


Sec-35AD capital expenditure on specified business.
Fully allowed in the year of commencement
   Setting up and operate a cold chain facility on or after 1-4-2009
   Ware house facility for storage of agricultural produce on or after 1-4-2009
   Operating a cross country natural gas or crude or petroleum oil pipeline network  for distribution includes storage facility on or after 1-4-2007
   Operating a new hotel of 2 star or above categories any were in India as classified by the central government on or after 1-4-2010
   Operating any were in India a new hospital with at least 100 beds for patients on or after 1-4-2010.
   Developing and building a housing project under a scheme for slum development or rehabilitation formed by central government or state government on or after 1-4-2010
   Developing and building of housing projects under the scheme of affordable housing formed by central government or state government on or after 1-4-2011
   Production of fertilizers in India on or after 1-4-2011
   Operating inland container depot or a container freight station notified or approved under the custom act 1862 on or after 1-4-2012
   Bee-keeping and production of honey and beeswax on or after 1-4-2012
   Operating a ware house facility for storage of sugar
   Operating a slurry pipeline for transportation of iron on or after 1-4-2014
   Setting up and operating a semi-conductor wafer fabrication manufacturing units on or after 1-4-
2014
Commencing operations on or after 1-4-2012 a weighted deduction of 150% of capital expenditure will be allowed. If such specified business commences operations on or before 31-03-2012 but after prescribed dates, deduction shall be limited to 100% of capital expenditure.


Fixed assets should be retained in specified business for 8 years.
If condition is violated (exp- personal use, used in any normal business)
Net profit as per profit and loss a/c                                                               XXX
+Deduction u/s 35AD allowed earlier                                                           (XXX)
-Depreciation u/s 32 from previous year of purchase to PY of violation XXX


Sec-35CCA-Expenditure by way of payment to association and institution for carrying out rural development program or urban poverty eradication.


Sec-35CCC-Weighted deduction of 150% of the expenditure incurred on agricultural extension project.
Expenditure incurred on notified agricultural extension project for the purpose of training, educating and guiding the farmer shall be allowed as deduction, provided the expenditure to be incurred is expected to be more than Rs.25 Lakhs. Allowed assessee- All assessee.


Section-35CCD-Expenditure incurred by a company (not being expenditure in the nature of cost of any land and building) on any notified skill development projects is allowed as deduction.
Deduction shall be allowed 150% of the expenditure incurred.
No deduction shall be allowed to a company engaged in manufacturing alcoholic spirits or tobacco products.
Allowed assesse-Company engaged in manufacturing of any article or providing specified services.


Sec-35D-Amortization of certain preliminary expenses. Example market survey, feasibility report, project report, engineering service, legal charges for agreement, registration fees.
1.   Actual expenses
Or
2.   5% of coat of fixed assets (land + Tangible block)
=Whichever is less is eligible for deduction


Deduction= Eligible
5 years
Sec-35DD-Amortization of expenditure in case of amalgamation or demerger.


Deduction=Demerger Expenses
5 year

Sec-35DDA-VRS compensation


Deduction=VRS compensation
5 year


Expenses expressly allowed
Sec-36(1)(i) Insurance premium on stock in trade
Deduction-payment against risk of damage or destruction of stock or store used for the purpose of business or profession.


Sec-36(1)(ia)Insurance premium paid by federal milk co-operative society.
Deduction-insurance on the life of cattle owned by the members.
Sec-36(1)(ii) Bonus and commission to employees. Sec-36(1)(ib) Premium paid by Employer
Group insurance scheme of general Insurance Corporation and approved by the central government. Premium paid on medical insurance policy which is paid by any mode of payment other than cash is allowed as deduction.


Sec-36(1)(iii) Interest on borrowed capital it is allowed if
   The loan is borrowed by the assessee (notional)
   Loan is used for the purpose of his business
   Interest is paid or payable by the assessee on such a loan.


Sec-36(1)(iiia) Pro rate deduction of discount on Zero coupon bond.
   Bond are issued by any infrastructure capital company or scheduled bank on or after 1-6-2005
   Minimum life 10 Year maximum life 20 year,


Deduction=Discount
Life of bond
Example
Face value-500
Issue price-400
And zero coupon bond issued by infrastructure capital Company and life of bond 15 Years.



ANS-
Face value-500
Issue price-400
Discount-   100
Deduction=100
15 year
=6.67 allowed as deduction


Sec-36(1)(iv) Employer’s contribution to RPF or approved superannuation fund.
It is allowed on payment basis only u/s 43B
Sec-36(1)(iva) Employer contribution towards pension scheme as referred to in section 80CCD.
It is allowed as deduction provided it does not exceed 10% of salary of the employee in the previous year. (Salary means basic + DA (In terms) only)
Sec-36(1)(v) Contribution to approved gratuity fund. It is allowed on payment basis only u/s 43B) Sec-36(1)(vi) Write off allowance for animal
   Animal should be used for business  (Not as stock in trade)
   Anima has died or has become useless than the difference between cost or sales proceeds of such animal or its carcasses would be allowed to be written off.


Sec-36(1)(vii) Bad debts
The deduction is allowed in respect of the bad debts of the business and profession which have actually become irrecoverable in the previous year.
   Bad debt related to business or profession in the accounting year
   Actually written off in books of accounts of the assessee in the previous year in which the deduction is claimed.
   Subsequently recovery of bad debts after its allowance will be taxable in the year of recovery u/s
41(4).


Sec-36(1)(iX) Family planning expenses
   Any expenditure incurred by a company for family planning program is allowed(revenue fully allowed)
   Any capital expenditure incurred by a company will be allowed over a period of 5 year in 5 equal annual installment (1/5) each or 20% SLM.


Sec-36(1)(XV) Security transaction tax (STT) paid by the assessee
Security means equity shares, equity oriented mutual fund.
When a shares broker sells equity shares, units of equity oriented mutual fund held as a stock in trade through recognized stock exchange and STT paid on sales value , such STT paid is allowed as a deduction under this section.


Sec-36(1)(xvi)) Commodity transaction tax (CTT) paid by the assessee.
General deduction
Sec-37(1) any expenditure which is not covered u/s 30 to 36 which is not capital in nature and if incurred wholly and exclusively / necessarily for the purpose of the assessee business or profession will be
allowed as deduction.
1.   Basic salary paid to employees
2.   Electricity charges
3.   Telephone and mobile expenses.
4.   Advertisement expenses
5.   Sales promotion expenses
6.   Travelling expenses
7.   Bank charges
8.   Commission paid for arranging loan for business purpose (not covered u/s 36(1)(iii)
9.   Family planning expenses of revenue nature incurred by an employees who is not a company
(Not covered by sec-36(1)(ix)


Expenses disallowed
Sec-37(2B) Advertisement expenses in relation to a political party
Advertisement expenses or donation to political party , than
The payment disallowed in business or profession i.e. taxable
The payment allowed in u/s 80GGB and 80GGC from gross total income


Sec-38 Personal expenses
When building, plant and machinery, furniture not wholly used in business or profession.
Proportionate expenditure in relation to non-business used for rent rates taxes insurance repair and depreciation will be disallowed.


Sec-40(a) No TDS no Deduction
If tax has not been deducted by the payer or after deducting tax has not been deposited with the government within time limit. The expenditure or part of expenditure shall be diaallowed.
Time limit u/s 200(1)
Month of the TDS on or Before
Apr to Fed – 7th of the next month
Mar-30Th April
Income tax is personal liability and does not depend on existence or absence of business or profession if income tax paid has been debited to profit and loss account. It shall be disallowed by calculating taxable income from business or profession. Subsequently if income tax refund is received it shall not be taxable as the corresponding income tax paid must have been disallowed, any interest on income tax refund shall be taxable as income from other source.
Sec-40(b) book profit
Interest and salary paid to the partner by the partnership firm are allowed to be deducted as an expense only incase all the specified conditions are being satisfied
   Interest on capital not being more than 12% p.a. Any amount exceeds
   Salary bonus, commission to working partner if authorized or covered in partnership deed.(not authorized or covered in partnership deed shall be disallowed)
   Salary bonus commission or other remuneration in relation to a period from the date of partnership deed. (salary, bonus, commission or other remuneration in relation to a period prior to the date of partnership deed shall be disallowed)
   Salary,  bonus, commission  or other remuneration to working partner only. (Any  salary,  bonus, commission or other remuneration to non-working partner shall be disallowed)
   Permissible remuneration to partner

	Particular
	Salary allowed

	1.   On the first 3,00,000/- of book profit or
in case of loss,

2.   On the balance of book profits
	Rs. 1,50,000/- or 90% of book profit
(whichever is higher) At the rate of 60%



Sec-40A(2) Un reasonable payment to Relatives
Reasonable payment allowed
Excessive payment disallowed


Relative meaning

	Payer business or profession
	Receiver (Related parties)

	Individual
	Spouse, children, parents, bro, sis

	HUF
	Member of family

	Firm
	Partner, Relative of partner

	Company
	Director, relative of director

	AOP / BOI
	Member, relatives of member.



Sec-40A(3) Cash payment
Cash payment more than 20,000/-,
Bill for expenses more than 20000/- in cash shall be disallowed, Payment not on account payee chq shall be disallowed,
In the case of payment made for playing, hiring or leasing goods carriage the ceiling of rs.20000 shall be enhanced to rs. 35000/-


Sec-40A (7) Payment for gratuity to employees is allowable only if
   It is contribution to approved gratuity fund
   Actual gratuity paid to the employees who retires during the previous year is allowed u/s 37(1)
Sec-40A(9,10,11) Contribution to URPF, Superannuation fund, it will be disallowed but when payment is actually made to employee, it is allowed u/s 37(1).


Taxable income
Sec-41(1) Recovery of any expenses, loss deduction allowed earlier. Shall be taxable as business or profession income in the year of recovery.


Sec-41(3) Capital expenditure on scientific research sold without using for business properly.
If the sales consideration, exceeds the value in the books (whole cost if not allowed initially as a deduction u/s 35(2)(ia) then there will be value in the books else not) then such excess, to the maximum extent of deduction previously allowed u/s 35(2)(ia), shall be treated as a business profit of the assessee.


Sec-43CA-special provision for full value of consideration for transfer of assets other than capital asset in certain cases.
1.   Where the consideration received or accruing as a results of the transfer by an assessee of an asset (other than capital assets), being land and building or both, is less than the value adopted or assessed or assessable by any authority of state government for the purpose of payment of stamp duty in respect of such transfer, the value so adopted or assessed or assessable shall, for the purpose of computing profit or gain from transfer of such asset, be deemed to be full value of consideration received or accruing as a results of such transfer.
2.   Example-
Agreed value 60L Stamp duty value 65L
In the above case the sales consideration 65L (SDV)


Sec-44AA compulsory maintenance of books or not
   If the business or profession his newly started. The condition of sec 44AA shall have to be checked for the previous year for which the business or profession has been existence.
   If section 44AA his not complied the penalty payable is rs. 25000/- Condition
   In their gross receipts have Exceed Rs. 1,50,000/-on all the three immediately preceding previous
year, preceding the relevant previous year.
   If the profession has been set up in current previous year and his total gross receipts in the profession for such current year are likely to exceed rs.150000/-
Such person has to maintain the following books of accounts
1. Cash or bank book
2. Journal
3. Ledger
4. Bills issue and bills received
Specified profession

Profession of legal, medical, engineering, architectural, accounting, technical consultancy, interior decoration, film artist or authorized representative.
If gross receipt every year more than Rs. 1,50,000/-, in all preceding Previous year.
Other profession or any Business
If turn over or gross receipts every year Rs. >10,00,000/-, or
If the income of business or profession Rs.>1,20,000/- in any of 3 year preceding previous year. Not compulsory to maintain books.



Sec-44AB Compulsory tax audit:-
If the turn over or gross receipts for particular previous year exceed rs. 1,00,00,000/- (in case of business) and rs. 25,00,000/- (in case of profession) the books of accounts shall have to be audited by practicing chartered accountant as per provision of income tax act.
The tax auditor shall issue the tax audit report to the person starting the observation of the tax audit.
If the tax audit apply in a particular previous year the due date for filling of income for that year shall be
30th September of the assessment year.
If tax audit does not apply the due date shall be 31stJuly of the assessment year .


Scheme for presumptive taxation
Sec-44AD Provision for computation of income on estimated basis for people.
Eligible assessee Resident individual Resident HUF
Resident Firm (Not LLP).
Eligible business,
The assessee is not covered by the provision of section 44AA and Section 44AB small business if turn over and gross receipt less than or equal to 1 crore during the previous year.


1.   8% of turnover and Gross receipts
(Minimum Net profit ration assumption) Or
2.   Actual income as per books or if any


=whichever is higher of the above is taxable income from small business.


Sec-44AEIncome in case of assessee engaged in the business of playing, hiring or leasing of goods carriage.
Eligible assessee,
The provisions of section 44AE are applicable to every person
(Any person resident or Non-resident)
Eligible business,
The presumptive taxation scheme under these provisions can be opted for by an assessee who is engaged in business of playing, hiring, or leasing goods carriages and does not own more than 10 goods vehicles at any time during the previous year.
The important criteria in this scheme are the restriction of owning more than 10 goods vehicles at any time during the previous year. Thus, if any if any assessee is owning more than 10 goods vehicles during the year, than such an assessee cannot adopt this scheme.
Further, this scheme can be adopted only by the assessee who is engaged in the business of playing, hiring, or leasing goods carriages. Thus, an assessee engaged in the business of passenger transport cannot adopt these provisions.
Computation,
   Number of truck owned throughout previous year less than or equal to 10,
   In respect of heavy goods vehicle income will be computed @ Rs. 7500/- per month or part, per truck part of the month or full of the month.
   Differentiation between heavy and other goods vehicle been removed.

Capital Gain

1.   Basis of charge ( sec-45)
A)  There must be capital asset.
B)  Capital asset must have been transferred
C)  There must be profit or loss on such transfer
D)  Such capital gain should not be exempt U/S 54, 54B, 54D, 54EC, 54F, 54G, 54GA


2.   Meaning of capital asset:-
Capital assets means property of any kind, whether or not connected with business or profession of assessee,


Properties of any kind are wide term and include all Movable assets- shares, securities, gold, silver etc. Immovable assets- land, building
Tangible or intangible assets- goodwill, patents, copyrights etc. Any right in an asset-tenancy right, right of lessee etc.
Held by the assessee means either
He is the legal owner in possession of the property
Has a legal right to take possession


Capital assets-exclusion
Items enumerating in section 2(14)(vi)(I) which are as follows
(i)         Stock in trade, consumable stores & raw material held for the purpose of business or profession
(ii)        Personal effects meaning
Movable property
Held for use by assessee or member of family dependent upon him
The following assets can never be personal effects
  Jewellery
  Archaeological collections
  Drawings
  Paintings
  Sculptures
  Any other work of art
  Does not include house property as it is immovable property
(iii)       Rural agricultural land in India Provided it is not situated in any area which is comprised within the jurisdiction of any municipal cantonment board having a population of
   Not being more than 2 Km from the local limits where the population exceeds 10000 but does not exceeds 100000
   Not being more than 6 Km from the local limits where population exceed 100000 but does
not exceed 1000000
   Not being more than 8 Km from the local limits where population exceeds 1000000


(iv)Gold bonds (issued by central government)
  6.5% gold bonds 1977,
  7% gold bonds 1980,
  National defense bond 1980,
  Special bearer bonds 1991,
  Gold deposit bond 1999,(issued under the gold deposit scheme).
Types of capital assets:
Whether a capital asset is short term or long term capital asset, is depends on the period for which that particular asset was held by the assessee before its transfer
  Long term capital assets
  Short term capital assets
Short term capital assets
(i)         For under mentioned securities the holding period is 12 Months or less
  Listed equity / preference shares
  Listed / unlisted units of UTI
  Listed equity oriented mutual fund
  Listed or unlisted Zero coupon bonds
  Other listed securities
(ii)        For other than the above the holding period is 36 months
Long term capital gain
Those assets which are not short term capital assets
Holding period (HP):- From date of acquisition to date of transfer,


Transfer sec 2(47)
It includes sale exchange or relinquishment of the assets or compulsory acquisition thereof under any law,
(i)         four Normal cases
  Sale
  Exchange
  Compulsory acquisition
  Relinquishment of assets

(ii)        Four special case


1.   Conversion of capital assets into stock in trade
If the converted assets is not sold in the year of conversion there will be no capital gain in the year of conversion even though it is taxable transfer. Since there is no liquidity generation to pay the capital gain tax.
Assesse will be brought to both capital gain tax & income from business and profession in the year of sale of converted stock in trade i e, the year of liquidity generation.
For the computation of capital gains, the sales consideration is taken at the market value on the date of conversion, if indexation is done then done up to the date of conversion only.
2.   Sec 53A of transfer of property act 1882
The year in which all the 3 conditions under mentioned are fulfilled the buyer would be consider deemed owner U/S 27,
Condition
  There should be contract for consideration in writing duly signed in relation to transfer of immovable property i e “sale deed” is made even through it is not applied for registration transfer
  The transferee should have taken the possession of the property from the seller
  The transferee has to performed or is willing to perform his part of the contract ( I e the buyer has paid the consideration or shall pay it & there is no dispute regarding the same)
3.   Any transaction which has the effect of transferring or enabling the enjoyment of an
immovable property (whether by way of becoming a member of or acquiring shares in co- operative company or other association of persons etc) same as per sec
4.   Maturity or redemption of Zero coupon bonds
w.e.f. 1-6-2005 and on word the maturity or redemption of a zero coupon bond shall be consider as taxable transfer
Zero coupon bonds means
  Issued by infrastructure capital company, public sector company or scheduled bank
  In respect which no payment and benefit is received or receivable before maturity or redemption from the bond issuing organisation
  If holder for more than 12 months the long term capital asset.


Non-taxable transfer:-
The following transactions not regarded as taxable transfer even through the ownership of the assets has shifted from the transferor to the transferee.
1.   Sec-46(1) Distribution of capital assets in cash or kind by a company to its shareholder on its liquidation
The company is not brought to capital gain tax U/S 46(1) since now the shareholder become the legal owner of the net asset distributed by company upon liquidation
The shareholder is brought to capital gain tax u/s 46(2) since he is surrendering one asset ie share certificate which has become worthless and getting another assets I e in cash or kind (relinquishment)
2.   Sec-47(1) Any distribution of capital assets in cash or kind by a hindu undivided family to
its member at the time of partition
When it distributes assets to its member it is not brought to tax as no outsiders involved.
  The receiving HUF member is also not brought to tax since he is only receiving the capital assets and not surrendering any capital assets
  The receiving HUF member not surrendering any capital asset
  The receiving HUF member will be brought to tax only when he sells such a capital assets. Sec-47(II)Any distribution of asset in kind on the dissolution of the firm, body of individual, association of person if such dissolution took place prior to 1-4-1987 ie till 31-3-1987.
3.   Sec-47(III) Any transfer of capital assets under a gift or a will or an irrevocable trust,
Exception- ESOP transferred through irrevocable or gift (I/G)
Sec-47(Viia) The transfer of capital assets by the non-resident of such foreign currency convertible bonds or global depositary receipts held by him to another non-resident in convertible foreign exchange outside India.
W.e.f FY-2014-15 The transfer of government securities carrying periodic interest payment by a
non-resident to another non-resident outside India shall also be non taxable
Transaction made in outside India
  Foreign currency convertible bonds
  Global depository receipts
  Government securities
4.  Any transfer of capital assets being any work of art, archaeological, scientific or art collection, books, manuscript, drawing, paintings photograph or print to the government or a university or the national museum or national art gallery.
This sale is not taxable in order to promote the cultural heritage of country.
5.   Any transfer by way of conversion of bonds or debentures stock or deposit certificate in any form of Indian company into shares or Debentures of that company.
  The Holding period of debentures will not be Include in the holding period of the shares.
6.   Business re organisation:-
Firm, sole proprietorship, AOP/ BOI, into a company,
Condition,
  All assets and liabilities are transferred
  All partners are shareholder in capital contribution ratio at conversion
  Partners getting shares only not any another benefit
  Total shares holding of all the partners is more than 50% of total shareholding of the company.
  The scheme of conversion of AOP / BOI into the company should be approved by SEBI
If all the Condition are satisfied the business reorganization is non-taxable transfer. If any condition  is violated it is taxable transfer for the transferee co in the year of violation.
Types of mutual fund
If the MF is investing is a majority amount to the units holder into equity shares it is called as a equity oriented mutual fund. If the amount is invested in majority of amount into bonds debentures  government  securities etc.,  it  is  called  as  a Debt oriented mutual fund.  If the amount is invested into equity shares and bonds debentures government securities and equity it is called as balanced mutual fund.
  Listed  equity  shares,  listed  units  of  business  trust,  listed  units  of  an  equity  oriented
mutual fund when sold
  sold via stock exchange and STT (STT levied only on purchase and sale of equity shares, units of  an  equity  oriented  mutual fund  and units  of business  trust and  (no other securities) if transacted via stock exchange) is levied on the sale value then
  The sold as a stock in trade
The STT paid on sales is allowed as Business deduction u/s 36(I)(xv) but business profit are taxable at normal slab rates
  If sold as short term capital assets
Then short term capital gain will be taxed at a flat rate of 15% u/s 111A Note:- STT paid on sale value is not allowed as transfer expenses
  If sold as long term capital gain
Then the entire long term capital gain is fully exempt u/s 10(38)
  Not sold Via stock exchange and the No STT is levied (ie sold directly by seller to buyer)
  if sold as short term capital assets then short term capital gain is taxable at slab rates
  if sold as long term capital assets then long term capital gain is taxable under option 1 and option-2 which ever has a lower tax amount,
Other listed securities sold:-
(When sold via stock exchange (STT is not levied on them) or directly to buyer)
   In relation to government securities preference shares, normal units and bonus shares issued prior to 1-4-1981
  Sold via stock exchange or Sold directly to buyers, then
  Sold as long term, Option-1 or option-2 (lower tax liability)
  Sold as short term, Taxable at slab rates
   In relation to bonds debentures, gold deposits receipts, 0% coupon bonds, Bonus shares issued on or after 1981.
  Sold via stock exchange
  Sold directly to buyers
  Sold as long term, Always option-2
  Sold as Short term, taxable at slab rates,


Option 1 and option 2 in case of long term capital gains of listed securities
I.      Available to all assesse-
  Resident
  Non-resident
II.	The listed securities are long term capital assets of shares, debentures, government securities, gold deposits receipts, and zero coupon bonds for this purpose.
III.      Tax component- if the above conditions are satisfied the tax shall be computed
as follows,

	Option-1
	Option-2

	  Find out sales consideration
	  Find out the sales consideration

	  Deduct indexed cost of acquisition
and expenses on transfer
	  Deduct the cost of acquisition and
expenses on transfer

	  The balance amount is long term
capital gain
	  The balance amount is long term
capital gain

	  20% of the amount at step-3 is the
amount of tax liability
	  10% of amount at step-3 is the
Amount of the tax liability.



Note-deduction U/s 8o to u/s 80U from gross total income under chapter VI A are not available
in respect of long term capital gain u/s 111A since these are taxable at lower rate of tax such deduction are available against normal short term capital gains which are taxable at normal rates.


Full value of consideration or sales consideration. (In money / the FMV if in kind)
A)  In case of conversion of capital assets into Stock in trade w.e.f 1-4-1984 and on words,
The fair market value of the Capital assets on the date on which it was converted or treated as a stock in trade shall be deemed to be the full values of consideration.
B)  Shares debenture via ESOP transfer these irrevocable or gift
C)  Exchanges
D)  Liquidation of company (taxable for shareholders)
E)   Firm to partners
“sales” then the agreed value will be taken as a sales consideration even if market value is more than the agreed value.

Insurance claim received
Where any person receiver at any time during any previous year any money or other assets under an insurance from an insurer on account of damage to or destruction of any capital assets as a result of
  Flood, typhoon, hurricane, cyclone, earthquake
  Riots, civil or explosion
  Accidental fire, explosion
  Action by an enemy
Then any profit or gains arising from receipt of such money or other assets shall be chargeable to Income tax under the head capital gain and shall be deemed to be the income of such person of previous year in which such money or other assets war received and for the purpose of section-48 value of any money or the MFV of the other assets on the date of such receipts shall be deemed to be the full value of consideration received or accruing as a result of the transfer of such capital assets.

Sec-50C sales consideration in case of transfer of immovable property
Case-1, Land and building= capital asset
Of Agreed value 50 L Stamp duty value =75 L
In the above case the Full value of consideration is SDV-75 L
Case-2, Departmental valuation officer, Agreed value-50 L
Stamp duty value-75 L Departmental valuation officer-62 L
In the above case full value of consideration DVO-62 L
Case-3,
Agreed value-50 L SDV-75 L
DVO-92 L
In the above case full value of consideration SDV-75 
Transfer expenses or Expenditure on transfer
I.      Brokerage and commission paid for securing a purchase
II.      Cost of stamp duty paid
III.      Registration fees
IV.      Travelling expenses incurred in connection with transfer
STT paid by the assesse seller, is not allowed as a deduction as transfer expenses.




Cost of acquisition
Cost of acquisition is the value of an cost for which it was acquired by the assessee, expenses of capital nature for completing or acquiring the title to the property are include in the cost of acquisition.
   Interest on loan taken for acquisition of assets from the date of loan is taken till the date of acquisition of assets of assets.
   Litigation expenses incurred for compelling the company to register the shares in the name of the assesse would be of capital nature forming part of cost of acquisition of the shares.
   Expenses for suits for amending articles of association are of capital in nature and from part of cast of shares.
   Ground rent paid cannot be cost of acquisition since they are revenue in nature I e period cost.
a)   Sec-49(1) Cost of acquisition to assessee being cost to the previous owner
  Any distribution of assets in kind on the total or partial partition of a HUF
  Any distribution of assets in kind on the dissolution of the firm, body of individual, association of person, if such dissolution took place prior to 1-4-1987.
  Any transfer of assets under a gift, will or an irrevocable trust,


b)  Sec-49(2A) conversion of debenture into shares
For computing capital gain on the sale of such converted shares or debentures, the cost of acquisition of the old debentures, debenture stock, bond or deposit certificate which has been appropriated towards the shares or debenture shall be the cost of acquisition of such converted shares or debentures.


c)   Sec-49(2AA) ESOP
w.e.f PY-2009-10 AY-2010-11 the provision of section 49(2AA) are charged and it mentioned that where the capital gain arises from the transfer of specified security or sweat equity shares or referred to in section 17(2)(VI) the cost of acquisition of such security or shares shall be the fair market value which has been taken into account for the purpose of the said section17(2)(VI).

d)  Sec-49(2AB) cost of acquisition of units of business trust
Where a units of business trust become the property of the assessee in consideration of a transfer u/s 47(XVII) the cost of acquisition of units shall be deemed to be the cost of shares to him as referred to in Sec-47(VII).



e)   Sec-50(1) and Sec-50(2)-Block cease to exist, block turn to Negative
Sec-50(1) The sales consideration of any one or more asset but not all assets exceeds the opening WDV + Value of assets acquisition during the previous year + expenditure in connection with such transfer this excess amount shall be deemed to be always short term capital gain.
Sec-50(2) Here the block cease to exist because all the assets in that block are sold during the previous year  the  cost of acquisition in such a case shall be the aggregate of the following
  Opening WDV at the beginning of the previous year.
  Actual cost of any asset falling within that block acquired by the assessee during the previous year.
Cost of acquisition = opening WDV of block + addition during Previous year. Capital gain or loss is always short term
f)   Sec-55(2) option to take FMV on 1-4-1981 as Cost of acquisition
If the capital assets acquired before 1-4-1981 has an option to take FMV on 1-4-1981 as cost of acquisition.
g)   Cost of acquisition in the case of bonus shares and right shares offer.
COA of shares
  Original shares acquisition
  Before 1-4-1981, then
Cost incurred
Or
FMV on 1-4-1981
  On or after 1-4-1981
Cost incurred only
  Bonus shares
  Before 1-4-1981
Cost= FMV
  On or after 1-4-1981
Cost = NIL
  Right shares
  If received
Nil cost of right
  If exercised
Cost of right shares
Cost of right shares and cost of right if any
Sec-51 Advance money forfeited
To be red used from cost of acquisition
Concept of Indexation
The benefit of indexation is available for long term capital assets it is not allowed for short term capital assets, Depreciable assets and bonds and debentures (even if they are held as a long term capital assets)
When current owner acquire capital assets from the previous owner is non-taxable transfer.
The holding period of the current owner shall also include the holding period of the previous owner or owners. The cost of acquisition of for the current owner shall be cost to that previous owner, actually paid for capital assets at sec 49(1) however the benefit of indexation shall be allowed only for the holding period of the current owner.


ICOA=      Cost of acquisition  *CII for the year of transfer
CII for the year of acquisition by current owner only or PY 1981-82 (WIL) CII- Cost inflation index
Cost of improvement
  Before 1-4-1981-Not allowed (Current or previous)
  After 1-4-1981-Allowed (current or previous)


ICOI = Cost of improvement*CII year of transfer
CII for the year of Improvement
Sec-10(36) LTCG
  Capital assets = Equity shares
  Company listed in recognised stock exchange in India
  Purchase on after 1-3-2003 but before 1-3-200


Sec-10(38) LTCG
  Same as condition Mentioned in Sec 111A

In case of resident individual and HUF, the long term capital gain shall be reduced by the unexhausted basic exemption limit, and the balance shall be subject to tax at 20%.
The assessee is not entitled to claim any deduction under chapter VI-A in respect of long term capital gain.



Example-
1-8-2003- purchase 1000 equity shares of RIL
1-9-2003- Bonus Equity shares 200
11-10-2014- Sale of 1200 share
ANS- LTCG
  1000, shares Exempt u/s 10(36)
  200, bonus shares
  Sold via recognised stock exchange and STT paid-Exempt u/s-10(38)
  If sold directly to Buyers-Taxable u/s 112.


Sec-10(37) STCG / LTCG

	Condition
	Individual and HUF

	Capital assets
	Urban agricultural land

	Agricultural purpose
	Minimum 2 years preceding date of transfer
by individual, parents, member of HUF

	Transfer
	Compulsory acquisition

	Compensation received on or after 1-4-2004


Sec-50B Slump sale
1.   When units or division of business is sold on a going concern basis for a lump sum price the transaction is described as slump sale.
2.   In  this  case  the  value  of  individual  assets  and  liabilities  are  not  considered  while
determining the value of assets.
3.   The criteria of 36 months shall be used to determine the capital assets as short term or long term.
4.   The net worth of the units shall be the cost of acquisition which is called as follows.
Assets related to the units
1.   Depreciable assets= opening WDV+ addition during the period (as per income tax)
2.   Assets u/s 35AD-NIL
3.   Other assets-book value         xxx Liability related to the unit    (xxx) Net worth of the unit’s            xxx
(Excuse revaluation reserves no indexation available)
Transfer of shares / debenture by a non resident
   This method of calculating will apply if the following condition are satisfied
  The transfer is a non resident
  The capital assets is ‘listed’ share and debentures of the Indian company
  The capital assets was purchased using foreign currency

   The full value consideration and transfer expenses are converted into foreign currency by using the average rate on the date of transfer. The cost of acquisition is converted
into foreign currency by using the average rate on the date of acquisition.




   Benefit of indexation not allowed average rate
=Buying rate + selling rate
2
   The capital gain is reconverted into Indian currency by using the buying rate on the date of transfer.
   As per sec-112 long term capital gain on unlisted shares or debentures for non-resident shall be calculated on Indian currency and the tax rate applicable shall be 10% without indexation.
Certain exemption under section 54
Sec-54
   Allowed assessee-Individual /HUF.
   Transfer should be residential house property.
   Investment should be capital gain on transfer of the above asset.
   Purchase of another residential house property should be with-in 1 year before and 2 year after and the construction completed within 3 year after the date of transfer.
   Assessee should acquire only one house by way of Purchase or construction.
   Deduction shall be investment in new asset or capital gain (whichever is lower)
   If new asset is transferred within 3 years of its acquisition, than withdrawal of exemption.
   Capital gain deposit account scheme applicable.


Sec-54B
   Transfer should be urban agricultural land.
   Allowed assesse individual /HUF
   Investment should be capital gain on transfer of the above asset.(short term or long term)
   Assessee can acquire land any-where in India for agricultural purpose, i. e Rural as well as urban area, within 2 year after the date of transfer.
   Agricultural land used by taxpayers or by his parents or HUF for agricultural purpose in last 2 years before its transfer.
   Deduction shall be allowed investment in agricultural land or capital gain, whichever is lower.
   If new asset is transferred within 3 years of its acquisition, than withdrawal of exemption allowed earlier.
   Capital gain deposit account scheme applicable.
Sec-54D
   Any assessee which is an industrial undertaking
   Compulsory acquisition of land and building farming part of industrial undertaking. This was used for industrial purposes for at least 2 years before its acquisition.
   Investment should be capital gain on transfer of the above asset either short term or long term.
   Assessee can shift the existing industrial under taking or acquire any other industrial undertaking.
   The assessee should purchase new asset within 3 years from the date of transfer.
   Deduction shall be investment in new asset or capital gain, whichever is less.
   If new asset is transferred within 3 years of its acquisition, than withdrawal of exemption.
    Capital gain deposit account scheme applicable.





Sec-54EC
   Any assessee
   The assets transfer should be any long term capital assets only.
   Investment should be capital gain on transfer of the above asset.
   The capital gain must be invested in specified assets i. e. bonds redeemable after 3 years issued by
NHAI or RECL.
   Assessee should not sell or obtain any loan on the security of such bonds within a period of 3 years from its acquisition.
   Assessee should acquire the new assets within 6 months from the date of transfer.
   Deduction shall be Investment in new assets or capital gains, whichever is lower, however subject to
Rs.50 lakhs in a financial year.
   If new asset is transferred or it is converted into money or a loan is taken on its security within 3 years from its acquisition, than withdrawal of exemption.
   Capital gain deposit account scheme not applicable.


Sec-54F
   Assessee should be individual/ HUF
   The assets transfer should be a any long term capital assets, not being a residential house property, provided on date of transfer assessee does not own more than one residential house property (except the new house)
   Investment should be Net sales consideration (sales consideration-transfer expenses)
   Assessee should acquire only one residential  house property either by way of purchase or construction (can go for expansion on house property purchased)
   If amount invested in less than sales consideration, then deduction shall be
=Gross long term capital gain
Net sales consideration*amount invested
   Withdrawal of exemption
If new asset is transferred within 3 years of acquisition,
If another residential house is purchased within 2 years of transfer of original asset.

   If another residential house constructed within 3 years of transfer of original asset.
   Capital gain deposit account scheme applicable.





Sec-54G
   All assessee being an industrial undertaking.
   Capital gain arising from transfer of land and building land and building, plant and machinery, in order to shift industrial undertaking from urban area to  rural area.
   Investment should be capital gain either short term or long term capital gain.
   Within a period of 1 year before or 3 year after from the date of transfer. purchased machinery, plant or acquired building or land or constructed building and completed shifting to the new area.
   Investment in new assets or capital gain, whichever is lower.
   If new asset is transferred within 3 years of acquisition, than withdrawal of exemption.
   Capital gain deposit account scheme applicable.



Sec-54GA
   All assesse being an industrial undertaking.
   Shifting of industrial undertaking from urban area to any special economic zone.
   Investment should be capital gain either short term or long term
   Within a period of 1 year before or 3 year after from the date of transfer purchased machinery, plant or acquired building or land or constructed building and completed shifting to the new area.
   Investment in new asset or capital gains whichever is lower.
   If new asset is transferred within 3 years of acquisition with drawl of exemption
   Capital gain deposit account scheme applicable.


Sec-54H-Extension of time limit for acquiring new asset.
Section 54H been inserted to provide that where the transfer of original assets by way of compulsory acquisition under any law and the amount of compensation awarded for such acquisition is not received by the assessee on the date of such transfer, the period of acquiring the new assets under section 54,
54B, (compulsory acquisition by the state government) 54D, 54EC and 54F by the assessee or the period for depositing or investing the amount of capital gain shall be extended in relation to such amount of compensation as is not received on the date of transfer. The extended period shall be reckoned from
the date of receipt of the amount of compensation.


Sec-54GB
   Transfer of residential property and investment in equity shares of an eligible company.
   The assessee should be individual / HUF
   Net sales consideration (sales consideration-transfer expenses)
   Residential property (house or a plot of land) if transfer takes place between 01-04-2012 to 31-03-
2017.
   Subscription in equity shares in an eligible company. The eligible company should utilize this amount for purchase of new assets (i.e. plant and machinery except vehicle, office appliances, etc.)
   Capital gain deposit account scheme applicable.
   Special condition
   The company should be incorporated in the relevant previous year till the due date of filling the return of income u/s 139(1) for the relevant previous year. The company is engaged in business of manufacture of article or thing and qualifies to be small or medium enterprises.
   The share capital and voting rights of the assessee in this company after subscription to these shares should exceed 50%
   The “new asset” should be purchased by the company within one year from the date of
subscription in equity shares by the assessee.
   The equity shares of the company as well as new assets acquired by the company should be retained for a period of 5 year from the date of their respective Acquisition, else the provision of miss utilisation would be attracted.





Remarks:
1.   if the amount invested in acquisition of “new asset” by the company is less than the net sales
consideration then,
Exemption= (amount actually invested in cost of new asset+ amount deposited in the scheme of deposit if need be)
Net sales consideration*gross LTCG
2.    if the amount invested in acquisition of “new assets” by the company is equal to or more than
the net sales consideration, the gross LTCG is full exempted from tax u/s 54GB
3.   Cases on non-utilization
Taxable LTCG=Exemption allowed u/s 54GB*unutilized amount in the deposit scheme
Total investment i.e. cost of new asset + amount of deposit
This amount shall be taxable for the assessee in the year in which the period of the 1 year from the date of subscription in the equity shares expires.
4.   Case of miss utilization
In case of miss utilization, the amount of LTCG, which was exempt earlier for the assessee, shall be taxable as LTCG for the assessee in the year of miss utilization and the capital gain arising  on  the  transfer  of  equity  shares  (For the  assessee)  and  /  “new asset”  (for  the company) shall also be taxable in the year of miss utilization.
Capital gain account scheme
If the investment in the new asset has been made by the assessee up to the date of filling of return of income for the P.Y., the assessee shall transfer the capital gain to special bank account as per this scheme on or before the filling of return of income. The amount so transferred to the special bank account shall be considered as a “cost of the new asset” for calculation of exemption.
The amount in the special bank account should be utilized by the assessee for investing in the
new asset after the date of filling return but up to the time limit specified in section.
If any amount remains unused in a special bank account, it is termed as a case of “non- utilization” and the unutilized amount shall be taxable as a capital gain in the year in which the time limit of the section expires.
Any interest accrued on the amount deposited in the special bank account shall be taxable for
the assessee as “Income from others sources”.
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