Wealth Tax In India

This Act may be called the Wealth-tax Act, 1957. It extends to the whole of India. It shall be deemed to have come into force on the 1st day of April, 1957. 

The Wealth Tax Act is an important direct tax legislation. Wealth tax is tax on the benefits derived from property ownership. The tax is to be paid year after year on the same property on its market value, whether or not such property yield any income.

Who Pays Wealth Tax?

Assessee means a person by whom the wealth tax or any other sum of money is payable under the provisions of the Act, and includes the legal representative, executor or administrator of a deceased person and a person deemed to be an agent of a non-resident.
Under the Act tax is charged on the following persons in respect of the wealth held by them during the assessment year: 

1. A company. 

2. A Hindu Undivided Family (HUF), which is a type of assessee recognised under the Act, consisting of all persons lineally descended from a common ancestor and deriving income from joint family corpus. Hindu, Jain, Buddhist, and Sikh families have been so recognised. 

3. An Association of Persons or a Body of Individuals. 

4. Non-corporative taxpayers whose account are to be stautorily audited. 

5. Those who fall in the 1-by-6 category. 

Chargeability to tax also depends upon the residential status of the assessee. The Act provides that the residential status for the purpose of the Act shall be same as the residential status for the purpose of Income Tax Act. The chargeability also depends upon the Citizenship of a person. In order to be a citizen of India, a person must have domicile in the territories of India and must fulfil any of the following conditions: 

1. He must have been born in India; 

2. Either of his parents must have been born in India; 

3. Before the formation of Republic i.e. 26th January 1950, he has been ordinarily resident in India, for a period of 5 years. For ndividuals and Hindu Undivided Families, the date shall be 31st July. 

A person ceases to be a citizen of India, if he voluntarily acquires the citizenship of a foreign nation. The incidence of tax has been explained here with the help of the following chart: 

	Citizen of India
	Non-citizen

	1. If he is "resident & ordinarily resident", his assets and debts located anywhere in the world are chargeable to tax. 

2. In any other case only the assets and debts located in India are chargeable to tax.
	In this case all his assets and debts located in India are taxable, irrespective of whether he is a resident, a non-resident, or not ordinarily a resident. The value of all assets and debts located outside India are exempt here.


Wealth Tax Chargeable Assets In India

Wealth tax is chargeable only on the following assets:
1. Any guest house, residential house, commercial property, urban farm house. However an exception is provided in this clause regarding the following: 

a. A residential house allotted by a company to an employee, officer or director, drawing annual salary of less than Rs. 200000. 

b. A residential or a commercial house forming part of stock in trade. 

c. Residential property let out for minimum of 300 days in a year. 

d. Commercial house used in own business of the assessee. 

The implication of this clause is that while wealth tax is chargeable on house properties , it is exempt in respect of the exceptions provided. 

2. Motor car for personal use. 

3. Jewellery, bullion, furniture, utensils or any other article made wholly or partly of gold, silver, platinum or any other precious metal or any alloy containing one or more of such precious metals.
Provided that where any of the said assets is used by the assesÂ​see as stock-in-trade, such asset shall be deemed as excluded from the assets specified in this sub-clause. 

4. Yachts, boats, and air-crafts used for non-business purposes. 

5. Urban land, subject within the juridiction of municipality or cantonment board with a population of no less than 10,000 according to the preceding census or within 8 kilomerers or such local limits. The related office of Mamledar/Gram Panchayat can suply the details through their sat-bara(7-by-12) record o the land However, the following types of land are exempt: 

a. On which constructon is not permissible under any law. 

b. Unused land for industrial purposes held for less than 2 years. 

c. Held a stock-in-trade for 10 years. 

d. Occupied by a building constructed with the approvel of an appropriate authority. 

6. Cash in hand exceeding Rs. 50000 of individuals and HUFs and in other cases, amount not recorded in he book of accounts. 

The value of all the taxable assets on the valuation date is clubbed together and is reduced by the amount of debt owed by the assessee. The net wealth so arrived at is charged to tax at the rates specified. The present rate of tax is 1% of the amount by which the net wealth exceeds Rs. 1500000. The rate is same for individuals, HUF's and companies. Special rules have been laid down in the Act regarding valuation of various assets like immovable properties, shares, jewellery etc.

Nonchargeable Assets Of Wealth Tax In India

Assets which are not considered for wealth tax:- 

1. Personal effects such as wearing apparel, furnitur, air conditioners, refrigerators, motors cars, etc., held for personal use by the assessee or dependent family members are not considered for wealth tax. 

2. Ornaments made of gold, silver, platinum or other precious metals or alloys, whether or not containing any precious or semiprecious stone and whether or not worked or sewn or set into wearing apparel, furniture, utensile or other articles are not considered as personal effects. 

3. A house meant exclusively for residential purposes and which is allotted by a company to an employee or an officer or a director who is in whole-time employment, having a gross annual salary of less than five lakh rupees. 

4. Any house for residential or commercial purposes which forms part of stock-in-trade. 

5. Any house which the assessee may occupy for the purposes of any business or profession carried on by him. 

6. Any residential property that has been let-out for a minimum period of three hundred days in the previous year. 

7. Any property in the nature of commercial establishments or complexes. 

8. Motor cars used by the assessee in the business of running them on hire or as stock in trade. 

9. Yachts, boats and aircrafts used by the assessee for commercial purpose. 

10. Urban Land will not be chargeable to tax. if ..... 

i. Construction of building is not permissible. 

ii. Construction of building is made with approval of appropriate authority. 

iii. Unused land held for industrial purpose for two years. 

iv. Stock in trade. 

Wealth Tax Rates In India

For Individuals And Non-Specified HUF's 

	Net Wealth
	Rate (in per cent)

	On the first Rs. 2,50,000 of net wealth
	NIL

	On the next Rs. 7,50,000 of net wealth
	1/2

	On the next Rs. 10,00,000 of net wealth
	1

	Balance exceeding Rs. 20,00,000 of net wealth
	2


For Specified Hindu Undivided Family 

	Net Wealth
	Rate (in per cent)

	On the first Rs. 1,50,000 of net wealth
	NIL

	On the next Rs. 3,50,000 of net wealth
	1

	On the next Rs. 5,00,000 of net wealth
	2

	Balance exceeding Rs. 10,00,000 of net wealth
	3


For Individuals, HUF's And Companies
Weath tax will be charged in respect of the net wealth on the corresponding valuaton dat, of every inividuals, HUF and company @1% of the amount by which the net wealth exceeds Rs. 15 lakhs. 

In the case of partnership firms, AOPs and BOIs the wealth of the firm is allocated to individual partners or members equitably.

Valuation Of Assets In Wealth Tax

1. Subject to the provisions of sub-section (2), the value of any asset, other than cash, for the purposes of this Act shall be its value as on the valuation date determined in the manner laid down in Schedule III. 

2. The value of a house belonging to the assessee and exclusively used by him for residential purposes throughout the period of twelve months immediately preceding the valuation date, may, at the option of the assessee, be taken to be the value determined in the manner laid down in Schedule III as on the valuation date next following the date on which he became the owner of the house or the valuation date relevant to the assessment year commencing on the 1st day of April, 1971, whichever valuation date is later:

Explanation.---For the purposes of this sub-section,--- 

i. where the house has been constructed by the assessee, he shall be deemed to have become the owner thereof on the date on which the construction of such house was completed; 

ii. "house" includes a part of a house being an independent residential unit. 

Valuation Of Jewellery In Wealh Tax India.

Jewellery Includes :

i. Ornaments made of gold, silver, platinum or any other precious metal or any alloy containing one or more of such preÂ​cious metals, whether or not containing any precious or semi-precious stones, and whether or not worked or sewn into any wearing appare. 

ii. Precious or semi-precious stones, whether or not set in any furniture, utensils or other article or worked or sewn into any wearing apparel. 

In support of the valuation of jewellery, the prescribed form to be attached with the return is : 

· Where the value of the jewellery on the valuation date is upto Rs.5 lakhs, a statement in Form No. 0-8A, a prescribed by rule 13(c), signed by the assessee, or 

· Where the value of the jewellery on the valuation date exceeds Rs.5 lakhs, a report of Registered Valuer in Form No.0-8, as prescribed by rule 8D. 

The report can be the basis for arriving at the valuation for 4 subsequent years. All that is needed is to substitute the value of gold, silver or any alloy of the base year with that of the relevent year. Again, adjustment for purchases and sales made during the relevent year will have to be carried out.
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