Set –off & Carry forward of losses
	Head of income
	Period
	Source
	Section
	Remarks

	House Property Losses:-


	Same year
	Against house property income
	Section 70 (1)
	

	
	
	Against any other head of income
	Section 71 (1)
	

	
	Carried forward

(8 Yrs)
	Against house property income only
	Section 71 B
	

	
	
	
	
	

	Business Losses
	Same year
	Against Business income
	Section 70 (1)
	Speculation Business income/losses are not considered as business income/loss

And hence shall be excluded for the purpose of these sections.

They have a separate treatment as per Section 73

	
	
	Against any other head of income
	Section 71 (1)
	

	
	
	But Not against Salary income
	Section 71 (2A)
	

	
	Carried forward

(8 Yrs) 
	Against Business income only
	(Section 72)
	Subject to filing of return U/S 139(1)

	
	
	
	
	

	Short Term Capital Loss
	Same year
	Against Short term Capital Profit & Long Term Capital profit 
	Section 70 (2)
	U/s 71 - The Income can be used to set – off the losses of the other heads.

	
	Carried forward

(8 Yrs) (Section 74 (2))
	Against Short term Capital Profit & Long Term Capital profit
	Section 74 (1) (a)
	

	
	
	
	
	

	Long Term Capital Loss
	Same year
	Against Long Term Capital profit only 
	Section 70 (3)
	U/s 71 - The Income can be used to set – off the losses of the other heads.

	
	Carried forward

(8 Yrs) (Section 74 (2))
	Against Long Term Capital profit only 
	Section 74 (1) (b)
	

	
	
	
	
	

	Owning and maintaining of race horses
	Same year
	Against income of owning and maintaining of race horses only
	Section 74A
	U/s 71 - The Income can be used to set – off the losses of the other heads.

	
	Carried forward

(4 Yrs) 
	Against income of owning and maintaining of race horses only
	(Section 74A (3))
	


	Head of income
	Period
	Source
	Section
	Remarks

	Speculation Business
	Same year
	Against Speculation Business income only
	Section 73
	U/s 71 - The Income can be used to set – off the losses of the other heads except business loss and capital gain

	
	Carried forward

(4 Yrs)
	Against Speculation Business income only
	Section 73
	


Remarks:-

1. Unabsorbed depreciation can be carried forward for an unlimited period.

2. Unabsorbed depreciation can be carried forward and set-off against any other head
3. No loss can be set-off against casual income 
4. No expenses can be claimed against casual income
5. Loss from an exempted source cannot be set off 
(e.g. Agricultural losses, Share of loss of firm, cultivation expenses)
Order of Set-off
 

In case where profits are insufficient to absorb brought forward losses, current depreciation and current business losses, the same should be deducted in the following order  
1. Current scientific research expenditure [Sec. 35(1)].

2. Current depreciation [Sec. 32(1)].

3. Brought forward business losses [Sec. 72(1)].

4. Unabsorbed family planning promotion expenditure [Sec. 36(1)(ix)].

5. Unabsorbed depreciation [Sec. 32(2)].

6. Unabsorbed scientific research capital expenditure [Sec. 35(4)].

7. Unabsorbed development allowance [Sec. 33A(2)(ii)].

8. Unabsorbed investment allowance [Sec. 32A(3)(ii)].

