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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 1ST CHAPTER 

BASIC CONCEPTS AND DEFINATIONS 

 

1) The Income-tax Act, 1961 came into force with effect from 1/4/1962. It has XXIII chapters and 298 sections in all. 

2) India: Section 2(25A) India means the territory of India as referred to in Article 1 of the Constitution, its territorial 

waters, seabed and subsoil underlying such waters, continental shelf, exclusive economic zone or any other maritime 

zone as referred to in the Territorial Waters, Continental Shelf, Exclusive Economic Zone and other maritime Zones Act, 

1976 and the air space above its territory and territorial waters.  

3) Person: Section 2(31) includes seven types of persons namely an individual, a Hindu undivided family (HUF), A company, 

A firm, An association of persons (AOP) or a body of individuals (BOI), A local authority, Every artificial juridical person 

not falling within any of the preceding sub clauses. 

4) The 2 basic differences between AOP and BOI are: 

a) In BOI there are only individuals but in AOP there can be any type of persons. 

b) BOI is creation of law whereas AOP can be created by different persons coming together for doing some income 

producing activity on the voluntary basis.  

5) Assessee: Section 2(7) means any person by whom tax, interest or penalty is payable under any provision of this act and 

includes: 

a) deemed assessee 

b) assessee in default 

c) Person against whom any income tax proceedings have been started for the assessment of his income or loss or the 
income of some other person or the loss for whom he is liable. 

6) Assessment year: Section 2(9) means the period of 12 months starting from 1
st

 April every year and ending on 31
st

 

march of the succeeding year.  

7) Previous year: Section 2(34) means the year immediately preceeding to assessment year. Income for the previous year 

is always taxed in the assessment year. The following are the exceptions to the general rule that income of every 

previous year is chargeable to tax in the relevant assessment year. 

Section 172:   Shipping business of a non-resident; 
Section 174:   Person leaving India; 
Section 174A:   An AOP formed for the purpose of a particular event. 
Section 175:   Persons likely to transfer property to avoid tax; 
Section 176:   Discontinued business or profession 

8) Income includes the gifts received in excess of `50000. If anyone has received gift in cash exceeding `50000 from a non-

relative then whole of such amount received shall be considered his income.  

9) However gifts received from relatives shall not be covered in the said 8) point above. 

10) Section 14: Gross total income is the aggregate of income from all five heads of Income, namely  

Income under the head salary 

Income under the head house property 

Income under the head business and profession 

Income under the head capital gains 

Income under the head other sources 
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11) Section 14A: while computing total income no deduction shall be allowed for that expenditure which has been incurred 

to earn exempted income.  

12) Section 2(45): Total income is income after reducing the deduction under chapter VI-A from the gross total income. This 

income is also called taxable income on which tax has to be imposed. 

13) Section 288A: The total income shall be rounded off in the multiples of ` 10. 

14) APPLICATION OF INCOME V/S DIVERSION OF INCOME: Application of income means spending the money after it has 

been earned by the assessee. Such an amount is always included while computing taxable income in the hands of 

assessee. In other words once an income has been earned it could not be excluded on the grounds that it has been 

applied for some purpose. On the other hand diversion of income is the process of diverting the income before it is 

earned by the assessee. 

FOR EXAMPLE: J Ltd. sells a unit of a product at `100 with very clear message to customer that out of `100 `5 will go to 

the charitable institution. Now only `95 shall be regarded as the income in the hands of company and `5 will be known 

as diversion of income. 

FOR EXAMPLE: Mr. J inherited property from his father but subject to the right of residence in favour of mother of Mr. J. 

This means that Mr. J has the right over the ownership of the property but mother has right over residence in the house. 

If the house is to be sold then for the effective sale of house both should transfer their rights in house. From the total 

sales consideration Mr. J cannot be held liable for the tax on that portion which represents the right of his mother. 

15)  REVENUE VS CAPITAL: Any receipt of money can either be categorized as revenue or capital. Revenue receipts are 

always fully taxable unless specific exemption has been provided for that. Capital receipts are never taxable. That’s why 

amount received from insurance company at the time of maturity is not taxed u/s 10(10D). Similarly loan taken is also 

not taxed. However, some of the capital receipts are taxable since they have been specifically provided in the definition 

of Income such as tax on Capital gains on sale of Capital asset. 

DIFFERENCE BETWEEN CAPITAL RECEIPT AND REVENUE RECEIPT 

Capital Receipt Revenue Receipts 

Capital receipt is generally referable to fixed capital. For 

eg. Sale price on the sale of assets, which assessee uses 

as a fixed asset in his business is a capital receipt 

Revenue receipt refers to circulating capital. For eg. Sale 

price of the stock in trade is a revenue receipt 

Payment received towards the compensation for the 

extinction of a profit earning source is a capital receipt  

Payment received to compensate loss of earnings is a 

revenue receipt 

A receipt in lieu of source of income is a capital receipt. 

For eg. Compensation for the loss of employment is a 

capital receipt. 

A receipt in lieu of income is a revenue receipt 

Capital receipts are exempt from tax unless they are 

expressively taxable like in the case of capital gains 

Revenue receipts are always taxable unless expressly 

exempt from tax under section 10 

16) For the purposes of Income Tax Act Company has very wide meaning as compared to what has been defined under the 

company law. The term company has been defined under section 2(17) and it has been further classified into: 

(a) Domestic company : Section 2(22A) 
(b) Foreign company : Section 2(23A) 
(c) Indian company : Section 2(26) 
(d) A Company in which public is substantially interested : Section 2(18) 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 2ND CHAPTER 
 

RESIDENTIAL STATUS  
 

1) Section 6(1): An Individual can be resident or a non resident in India. To be a resident he has to 
satisfy one of the following Basic conditions: 
a) Stay in India >/= 182 days in a PY  OR 
b) Stay in India >/= 60 days in a PY and Stay in India >/= 365 days in preceeding 4 PYs. 

2) For the b) condition above, we have 3 exceptional cases. In all these 3 cases 60 days shall be taken 
as 182 days: 
(a) A citizen of India who leaves India for the employment purposes.  
(b) A citizen of India who leaves India as a member of crew of Indian ship. 
(c) An Individual who is a citizen of India OR is a person of Indian origin who comes to India on a visit. 

3) Section 6(6)(a): A Resident individual can be ROR or NOR. ROR is one who satisfies both of the 
following Additional conditions: 
a) Resident in 2/10 preceeding PYs. 
b) Stay in India >/= 730 days in a 7 preceding PYs. 

4) For an individual, residential status is determined based on the period of stay in India. However, for 
HUF, Firm, AOP and other non-corporate entities the control and management is critical in 
determining residential status. 

5) While determining residential status of HUF period of stay of karta is not at all relevant. What is 
important is whether control and management of such HUF is situated in India or not. Further to 
check whether HUF is ROR or NOR residential status of karta as an individual becomes relevant.  

6) An Indian company is always regarded as a Domestic Company. A company incorporated outside 
India may also be treated as a domestic company if certain conditions are fulfilled.  

7) An Indian company is always a resident.  A Company incorporated outside India is treated as 
`resident’ only if control and management is wholly in India. 

8) Resident and ordinarily resident is taxed on his global income.  

9) Not ordinarily resident is taxed in respect of Indian Income.  In respect of foreign income he is taxed 
only if it is from business controlled in India or profession set up in India.  

10) Nonresident is taxed in respect of Indian Incomes only.  
11) Remittance in India is never taxed in India, since it is the second receipt.  
12) Agriculture income from a land in India is always exempt from tax. However, if land is not in India 

then agriculture income will be taxed in India.  
13) Dividend from Domestic Company is not taxed but from foreign company it is fully chargeable to tax. 

Dividends from cooperative societies are fully taxable. 
14) TAX INCIDENCE: 

SL 
NO 

            
               INCOMES 

Resident and 
ordinary 
resident 

Resident but 
not ordinary 
resident 

Non 
resident 

1 Income received in India whether accrued in India or outside India. Yes Yes Yes 
2 Income deemed to be received India whether accrued in India or outside India.  Yes Yes Yes 
3 Income accruing or arising in India whether received in India or outside India. Yes Yes Yes 

4 Income deemed to accrue or arise in India whether received in India or outside India.  Yes Yes Yes 
5 Income received and accrued outside India from a business controlled in or a 

profession setup in India. 
 

Yes 
 

Yes 
 

No 
6 Income received and accrued outside India or a profession set up outside India 

from a business controlled from outside India or a profession set up outside India. 
Yes No No 

7 Income (not being from a business /profession) received and accrued outside 
India. 

Yes No No 

8 Income earned and received outside India in the year preceding to the relevant 
previous year and remitted to India in the relevant previous year. 

No No No 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 3RD CHAPTER 
 

CALCULATION OF INCOME TAX  

 

1) Income of every person is chargeable to tax at the rates prescribed in the Finance Act such as slab rates. However some 

of the income tax rates are not mentioned in Finance Act but they have been mentioned in Act itself, such as Tax on  

a) winning from (lottery, crossword puzzle, Race including horse race, Card Game & Other Game and gambling or 
betting) income is 30% as per section 115BB and  

b) tax on long-term capital gains is 20% as per section 112, and  
c) if equity shares are sold after 1/10/2004 the STCG are taxable at 15% as per section 111A. 

2) Individuals, HUF, AOP, BOI and every artificial juridical person get their income taxable on the basis of slab rate.  

Tax 
Rate 

Resident Senior Citizen 65 Years or 
above 

Resident Woman below 65 Years Others Individual / HUF / AOP 

Nil Up to ` 2,40,000 Up to ` 1,90,000 Up to ` 1,60,000 

10% Above ` 2,40,000 to ` 
5,00,000 

Above ` 1,90,000 to ` 
5,00,000 

Above ` 1,60,000 to ` 
5,00,000 

20% Above ` 5,00,000 to ` 
8,00,000 

Above ` 5,00,000 to ` 
8,00,000 

Above ` 5,00,000 to ` 
8,00,000 

30% Above ` 8,00,000 Above ` 8,00,000 Above ` 8,00,000 

3) Surcharge @ 10% is leviable on the tax liability in the case of individual and HUF where their taxable income exceeds ` 

10 lakhs and ` 100 Lakhs in case of firms and companies for the AY 2011-2012.  

4) Firms & domestic companies are chargeable at a flat rate of 30%.  

5) Surcharge leviable for the AY 2011-2012 has been 7.5% except in case of foreign companies where it is 2.5%.   

6) No surcharge is imposed on local authority and co-operative societies.  

7) Every person whose total income of the assessment year exceeds the maximum amount not chargeable to tax shall pay 

the tax as per the rates mentioned in the finance act, in the previous year itself. Such total income is to be calculated on 

the basis of the residential status of a person. 

8) Education cess for the AY 2011-2012 is  

 2% for primary education and  
 1% for higher and secondary education.  

We should not calculate and charge education cess at 3%, it would be principally wrong.  

Rate of Income – Tax for AY 2011 – 12 for Other Assessee 

Type of Assessee Rate of Tax Surcharge 

Firm  
(Including limited liability partnership) 

30% + 2%EC + 1% SHEC Surcharge – Nil   

Domestic Companies 30% + 2%EC + 1% SHEC Surcharge @ 7.5% if the total income 
exceeds ` 1 crore  

Foreign Companies  40% + 2%EC + 1% SHEC 
Certain Royalties  
50% + 2%EC + 1% SHEC 

Surcharge @ 2.5% if the total income 
exceeds ` 1 crore 

Local Authorities  30% + 2%EC + 1% SHEC Surcharge is not applicable  
Co-operative Societies For First ` 10,000 @ 10% 

For Next ` 10,000 @ 10% 
For Balance @ 10% 
+ 2%EC + 1% SHEC 

Surcharge is not applicable 

MAT = Minimum Alternate Tax 18% of Book Profit  
+ 2%EC + 1% SHEC 

Surcharge @ 7.5% if the total income 
exceeds ` 1 crore 
In case of Foreign Companies 
Surcharge @ 2.5% if the total income 
exceeds ` 1 crore 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 4TH CHAPTER 
 

INCOME UNDER THE HEAD SALARY  

 

1) Employer – Employee relationship: Income is taxable as income from salary if there is an employer - employee 

relationship between 2 persons. Partners are not employees of partnership firm and that’s why salary received from the 

firm is not taxable as salary income but it is taxable as income from business and profession. Similarly members of 

parliament have no employer and therefore sitting fees received by them for attending parliament session shall be 

taxable as income from other sources.   

2) Contract of service vs Contract for service: Wherever there exists employer-employee relationship there is a “contract 

of service”. In this employer can control and direct the work to be performed by employee. In this case income received 

by a person shall be regarded as salary. Where there is no employer-employee relationship then two people enjoy the 

relationship of “contract for service”. In this the contractee can only be told what is to be done. There can be no specific 

instructions about how it is to be done. In this case income shall be taxable as income of business and profession or 

income of other sources. 

3) `Contract of Service’ creates employer – employee relationship whereas `contract for service’ doesn’t result in such a 

relationship. Therefore any Income from such relation is not to be taxed under this head of Income.  

4) TDS on salary VS Tax free salary: Under the concept of TDS employer will calculate and deduct tax on the monthly basis 

before handing over salary to employee. But in case of tax free salary employer will pay tax on the salary income of 

employee out of his own pocket and therefore such amount of tax is added in the salary of the employee.  

5) Advance salary VS advance against salary: Under the concept of advance salary employee gets salary from the 

employer before salary gets due to him. But in case of advance against salary employer giver loan to employee on a 

condition that installment of such loan would be deducted from the monthly salary of employee.  

6) Section 15: Salary income is taxable on due or receipt basis whichever is earlier. But if it is taxed on due basis it will not 

be again taxed when it is received. 

Basis of charge [Section 15] 

Salary is taxable on due basis or on receipt basis whichever is earlier. 

7) Section 9(1): Salary is always accrued at a place where the services are rendered. However in case of government 

employee who is working outside India, his salary shall always be accrued in India.  

8) Surrender and forgoing of salary: Is salary is surrendered in favor of the government then such salary is not taxed. 

However if employee forgoes his salary in favor of some other employee then such salary is taxable in hands of 

employee.  

9) Salary from more than 1 employer: If salary is received from more than 1 employer then aggregate of salary from all 

employers shall be taxed.  

10) Profits in lieu of salary: Amount of compensation from any person before assessee joining any employment with that 

person or after cessation of his employment with that person is profit in lieu of salary and taxable u/s 17(3). 

11) Tax paid by employer on the perquisite value of non-monetary perquisites: If employer pays tax on behalf of employee 

then salary paid to employee will know as tax free salary. Such amount of tax paid by employer on behalf of employee 

shall be employee’s income and will be added to his gross salary. However if employer pays such amount of tax on non 

monetary perquisites then so much of tax shall NOT be included in gross salary of employee---Section 10(10CC). 
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12) Entertainment allowance is given a deduction only to government employees. Government employees mean 

employees of Central Government and State Government---Section 16(ii). 

13) Professional tax is imposed by the State Government and never by Central Government. Professional Tax is allowed as 

deduction u/s 16(iii) on the payment basis and not on accrual basis. Professional Tax is given a deduction even if amount 

has been paid by employers although it will be first included in the gross salary. 

14) Gratuity—Section 10(10) For government employees, gratuity is fully exempt from tax at the time of retirement. 

Government employees mean employees of Central Government, State Government, and Local Authority. For other 

maximum exemption for the life time is ` 10,00,000. Gratuity received any time before retirement shall be fully taxable 

and gratuity at death is exempt from tax. 

Gratuity [Section 10 (10)] 

(a) Government employee – Fully Exempt. 

(b) Employee covered by Gratuity Act – Minimum of  

(i) ` 10,00,000 

(ii) 
𝟏𝟓

𝟐𝟔
 × 𝑳𝒂𝒔𝒕 𝒅𝒓𝒂𝒘𝒏 𝒔𝒂𝒍𝒂𝒓𝒚 × 𝑵𝒐. 𝒄𝒐𝒎𝒑𝒍𝒆𝒕𝒆𝒅 𝒚𝒆𝒂𝒓𝒔 𝐩𝐥𝐮𝐬 𝒆𝒙𝒄𝒆𝒔𝒔 𝒐𝒇 𝒔𝒊𝒙 𝒎𝒐𝒏𝒕𝒉𝒔  

(iii) Actual Received  

(c) Any other Employee – Minimum of  

(i) ` 10,00,000 

(ii) 
𝟏𝟓

𝟑𝟎
 × 𝑳𝒂𝒔𝒕 𝒅𝒓𝒂𝒘𝒏 𝒔𝒂𝒍𝒂𝒓𝒚 × 𝑵𝒐. 𝒄𝒐𝒎𝒑𝒍𝒆𝒕𝒆𝒅 𝒚𝒆𝒂𝒓𝒔 𝐩𝐥𝐮𝐬 𝒆𝒙𝒄𝒆𝒔𝒔 𝒐𝒇 𝒔𝒊𝒙 𝒎𝒐𝒏𝒕𝒉𝒔  

(iii) Actual Received 

15) Commuted Pension—Sec 10(10A): For government employees or non government employees uncommuted pension is 

always fully taxable. Pension is allowed to be commuted to the maximum of 40% of the future 100 months. Commuted 

pension is always fully exempt from tax for government employees but for non government employees its exemption 

depends on whether assessee has received gratuity or not at retirement. Government employees mean employees of 

Central Government, State Government, Local Authority and Statutory Corporation. 

Pension [Section 10 (10A)] 

 Uncommuted Pension  – Fully Taxable 

 Commuted Pension 

(a) Government employee – fully exempt  

(b) Non-Govt. employee (Received gratuity also) – 1/3rd of full value of pension.  

(c) Non-Govt. employee (Not – Received gratuity) – 1/2nd of full value of pension.  

16) Family pension: After the death of the employee pension shall be paid to his family members and such pension is called 

family pension. After death of member of armed forces who was winner of gallantry award pension given to his family 

members shall be fully exempt from tax under section 10(18). If member of armed forces die during combat duties then 

pension given to his family members shall be fully exempt from tax under section 10(19). In all other cases family 

pension is regarded as income from other sources and is exempt from tax under section 57 to the lower of: 

a) 1/3 of family pension received. 

b) Maximum limit of ` 15000/  



SUMMARY OF TAXATION AY 2011-12 (for CA – IPCC / CS – Executive / CWA – Intermediate)   Compiled By : Mukesh Agarwal Research Group 

 

AA EE CC II nn dd ii aa . C o m m e r c e  Gopal Madhav Extension Place, Shinde Ki Chhawani, Gwalior-474001 +91-751-2424240, 98930-16415, 9827204115 

India’s Leading CS / CA Classes  - Page 9 of 56 - Web: www.aeccsca.blogspot.com; E-mail: aec.com@gmail.com 

 

17) Leave salary--Sec10(10AA): Encashment of leave during tenure of job is always fully taxable for all kinds of employees 

whether government  or non government. Encashment of leave at retirement is exempt for maximum of `300000. 

Government employee means employee of Central Government and State Government. Leave encashment given to 

family members after the death of the employee shall be fully exempt from tax.  

Leave Salary [Section 10 (10AA)] 

(a) Government employee  – Fully Exempt 

(b) Non-Govt. employee – Minimum of  

(i) ` 3,00,000  

(ii) Average Salary of last 10 months x Balance Leave calculated on the basis of 30 days p.a. 

(iii) Average Salary x 10 months.  

(iv) Actual Received.  

18) Retirement Compensation: 15 days (out of 26 days) Salary for every completed year of service or any part thereof in 

excess of 6 months (as calculation in accordance with industrial Disputes Act. 

Retirement Compensation [Section 10 (10B)] 

Minimum of 

(i) ` 5,00,000  

(ii) Amount Calculated in accordance with industrial Dispute Act, 1947 

[3 months or 4 week or 12 days salary / 78 or 26 or 12]  15 Days  No. of completed Service years. [R/F] 

(iii) Actual Received.  

19) Voluntary Retirement :  (Very IMP) 

i) Completed 10 years of service OR completed 40 years of Age.  

ii) For all employees (except directors of the company) 

iii) Reduction in number of employees 

iv) Voluntary separation is not to be filled up.  

v) The retiring employee of a company shall not be employed in any Co. or Concern belonging to the 

same management. 

vi) Exemption is available to an employee only once.  

Voluntary Retirement [Section 10 (10C)] & Rule 2BA 

Minimum of 

(i) ` 5,00,000  

(ii) Last Drawn Salary x 3 months x No. of completed years of service.  

(iii) Last Drawn Salary x balance of months of service left. 

(iv) Actual Received.  
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20) Provident Fund: Contribution of employer to SPF is fully exempt from tax. Further interest accrued on SPF is also fully 

exempt from tax under section 10(11). Contribution of employer to RPF account of employee is exempt up to 12% of 

salary and interest thereon is exempt up to 9.5% of total contribution. Contribution to URPF and interest thereon is fully 

taxable at the time of retirement or withdrawal. 

Provident Fund 

(i) Recognized Provident Fund (RPF) → 

→ 

Employer’s contribution – excess of 12% of Salary (Taxable) 

Interest on provident fund – excess of 9.5% (Taxable) 

(ii) Unrecognized Provident Fund  → 

→ 

→ 

Employer’s contribution – Taxable (Salary) 

Interest on Employer’s contribution – Taxable (Salary) 

Interest on Employee’s contribution – Taxable (Other Sources) 

21) LTC: Exemption u/s. 10(5) in respect of leave travel concession or allowance is with reference to 2 trips in a block of 4 

calendar years. 

22) Foreign allowances and perquisites: Any allowances or perquisite given to employee of government outside India shall 

be fully exempt from tax under section 10(7). Such an allowance is also known as foreign allowance. 

23) ESOPs are not taxable as perquisite if issued in accordance with the guidelines specified by the Central Government. 

24) The following is the tax treatment for various allowances: 

A) HRA u/s 10(13A) RWR 2A—Exempt up to the least of  

1. Actual HRA received. 

2. Rent paid in excess of 10% of salary i.e. rent paid –10% of salary. 

3. 50% of the salary in metros and 40% in other places. 

Salary would mean BS+DA(R)+commission on fixed % basis of sales. 

B) Official allowances u/s 10(14): all these allowances are exempt up to the lower of: 

a) amount received or  

b) Actual amount spent for the official purposes 

 Conveyance Allowance,  
 Academic Allowance,  
 Traveling Allowance,  
 Helper Allowance,  
 Uniform Allowance,  
 Daily Allowance 

C) Allowances which are exempt to the lower of amount received and limit set by law. 

(i) Children Education Allowance: It is exempt up to `100 p.m. per child for maximum of 2 children. Children 

may include adopted or step children but shall not include grandchildren. Children can be any 2 children. 

(ii) Hostel Expenditure Allowance: exempt up to `300 p.m. per child up to a maximum of two children. 

Children will include adopted and step children but shall not include grand-children. That means allowance 

for grand-children shall be fully taxable. 

(iii) Underground Allowance: exempt up to `800 Per month. 

(iv) Tribal Area Allowance: It is exempt up to `200 per month. 

(v) Counter Insurgency allowances: Exempt up to `3900 pm. 
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(vi) Transport Allowance: Exempt to the extent of `800 p.m. but if the employee is physically handicapped then 

the amount exempt is `1600 pm. 

(vii) Outstation allowance: The amount of exemption shall be: (a) 70% of such allowance or (b) `10,000 p.m.        

Whichever is less. 

D) Allowances which are fully taxable are 

   Dearness allowances (DA),   Overtime allowance,   
   City compensatory allowance (CCA),  Servant allowance/ warden allowance,  
   Lunch allowance/Tiffin allowance,   Family allowance,  
   Deputation allowance,    Split duty allowance,  
   Dating/Marriage allowance,   Entertainment allowance (For Non Govt. Employee), 
   Medical allowance is always fully taxable irrespective of any amount spent on medical treatment. 

E) Fully exempted allowances – allowances allowed to  

  (i) Foreign Govt. Employee  (ii) HC or SC Judge  (iii) UNO Employees  

25) The following are exempt perquisites:  

(i) Interest free loan in respect of medical treatment for specified ailments. 

(ii) Holiday home, Health club, sports and similar facilities made uniformly available to all employees. 

(iii) Hotel accommodation up to 15 days on transfer. 

(iv) Motorcar and Conveyance facility. (for Residence to Work Place and Work Place to Residence) 

(v) Medical facility in own hospital; public hospital; Government hospital or approved hospital. 

(vi) Credit Card and Club facility. 

(vii) Use of computers and laptop. 

(viii) Expenses on phones including mobile phones i.e. telephone facility. 

(ix) Newspapers and periodicals. 

(x) Meals Tea coffee snacks etc provided. 

(xi) Amount spent on the training of employee or on refreshment course. 

(xii) Any kind of good of which employer is a producer and is supplied by him to his employee at concessional rate. 

(xiii) Recreational facility provided by employer to employee. 

(xiv) Perquisites outside India to citizen of India who is government employee. 

(xv) Payment of the premium on the accidental policy of employee. 

(xvi) Rent Free Accommodation provided to judges of HC or SC or official of parliament or union minister or leader of 

opposition in parliament. 

(xvii) Conveyance provided to judges of HC or SC. 

26) The following perquisites are exempt if the value does not exceed the prescribed limit. 

1. Interest on petty loans not exceeding ` 20000 in aggregate 

2. Medical Reimbursement up to ` 15000 in a year. 

27) Perquisites taxable only for specified employees-----section 17(2) (iii) 

1. Gardner, watchman, sweeper or any other personal attendant--------Rule 3(3). – Actual Cost (Taxable) 

2. Gas, electricity, water facility---------Rule 3(4). – Actual Cost or Manufacturing Cost (Taxable) 

3. Educational facility---------------------Rule 3(5). – For Children ` 1,000 Per child Per Month (Exempt) 

 

Employee is specified employee if he falls under any 1 of the following 3 categories: 

1. He is any director of the company and is also employee of company. 

2. He is the employee with the substantial interest in the company i.e. he holds 20% or more of the voting power.  

3. His income under the head “salaries” excluding non monetary perquisites exceeds `50000.  
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28) Perquisites taxable for all kinds of employees: 

1. RFA (Rent Free Accommodation) ----------------------------------------------------Section 17(2)(i) RWR 3(1). 

1. Rent Free (Unfurnished) Government TAXABLE The license fees OR Fair 

rent determined as per Government 
rules. 

 

 Others TAXABLE 

1. Where the accommodation is OWNED 
by employer- 

City’s Population % of Salary 

^ 25 Lakhs 15 

^ 10 Lakhs - 25 Lakhs 10 

10 Lakhs & below  7.5 
 

2. Where the accommodation is taken on 
LEASE OR RENT by the employer- 
Actual amount of lease or rent paid by the 
employer or 15% of the salary whichever is 
lower. 

City’s Population as per 2001 census. 
Salary means: - Basic+ D. Pay + Bonus+ 
Fees + Commission(whether fixed or 
not) + All other taxable allowance (only 
taxable portion) + Income 
tax/Professional taxes paid by the 
employer + Gas, Electricity Water bills 
paid/reimbursed by the employer + 
any monetary payments. [It shall not 
includes D.A. arrears or advance salary , 
salary in lieu of leave, provident fund excess, 
gratuitous bonus, value of perks and profits 
in lieu of salary.] 

Note:- 
a. Salary is to be computed on due basis 

for the period for which the R.F.A. has 
been providing to the employee. 

b. If the employee receives salary from 
more than one employer, the aggregate 
of the salary recd from both the 
employers for the period for which 
accommodation is provided has to be 
taken into account for valuation of rent 
free accommodation even though the 
accommodation has been provided only 
by one employer. 

2. Rent Free (Furnished) All TAXABLE 

Value of Unfurnished accommodation 
PLUS 

I. 10% p.a. of the cost of furniture etc.-if 
owned by the employer. OR 

II. Actual hire charges- if hire charges is paid 
by the employer. 

3. At Concessional Rent 

Section 17(2)(ii)  
RWR 3(1) 

All TAXABLE Value of Rent Free 

Accommodation Less: - Rent, if any, actually 

paid by the employee. 

4. In a Hotel 
(accommodation is 
provided by an 
employer.) 

All TAXABLE 24% of the salary OR actual 
charges paid/payable whichever is lower.  
There will be no perquisite if- 
a. Such accommodation is provided for a 

period not exceeding 15 days and. 
b. Provided on the transfer of the employee 

from one place to another. 
5. Accommodation 

provided in a remote area 
(40 kms. away from a town 

having a population not 
exceeding 20000) 

All EXEMPT 

6. Accommodation 
provided at an offshore 
site. 

All EXEMPT 

7. Accommodation 
provided at new place of 
posting on transfer while 
retaining at the 
accommodation at the 
other place.  

All Upto 90 Days the value of one 
accommodation with lower value shall be 

TAXABLE, otherwise than after value of 
both accommodation shall be 

TAXABLE. 

 

2. Employee’s obligation met by employer-----------------Section 17(2)(iv) – Actual Expenditure (Taxable). 

3. Amount of premium paid by employer on behalf of employee------Section 17(2)(v) – Actual Expenditure (Taxable). 

4. Fringe benefits---------Section 17(2)(vi) RWR 3(7) 

A) Interest free or concessional loan – Interest Rate of SBI or 12% p.a. (Exceptions loan upto ` 20,000) 

B) Use of movable asset belonging to employer – 10% p.a. of the actual Cost OR actual rental charge.  

C) Transfer of a movable asset by employer to employee. 

Computer and Electronic items (Not Home appliances) – Depreciation @ 50% for completed year (WDV) 

Motor Car – Depreciation @ 20% for completed year (WDV) 

Other Asset- Depreciation @ 10% for completed year (SLM) 
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29) Conveyance facilities 
   

1. Motor Car/Vehicle     
Employer is liable to FBT All EXEMPT Employer is liable to FBT means: - Employer 

is a Company, Firm, and Society etc.  (Under 
Chapter XII-H) 

Employer is Not liable to 
FBT 

Non specified  EXEMPT Employer is Not liable to FBT means: - 
Employer is a Government, Charitable Trust, 
Political Parties, HUF, Individual and Sole-
Trader etc.  (Under Chapter XII-H) 
SPECIFIED EMPLOYEE means: - 

1. His salary income by way of monetary 
payments exceeds Rs. 50,000 (after deductions 
U/S 16) OR 

2. He has a substantial interest in the company. 
(Carrying 20% or more voting power.) OR 

3. He is a director of a company. 
Notes:-  
1. Where one or more motor cars are owned or hired 

by the employer and the employee (or any member of 

his household) are allowed the use of such motor car 
(or all or any of such motor cars) (other wise than wholly 

and exclusively in the performance of his duties), the value 

of perquisite shall be the amount calculated  in 
respect of one car is accordance as “if the employee 
had been the provided one motor car for use partly in the 
performance of his duties and partly for his private or 

personal purposes” and the amount calculated in 
respects of motor car or cars in accordance as “if 
has been provided with such car or cars exclusively for his 
private or personal purposes.” 

2. The use of motor car by an employee for the purpose of 
going from his residence to the place where the duty of 
employment are to be performed or from such place back to 
his residence, is not chargeable to tax. [U/S 17(2)(iii)] 

3. Car at concessional rate: Value as per PC – Amount 
recovered from employee. 

Specified If Car/Vehicle used exclusively for office 
duties:  
EXEMPT (Not a perquisites) 
 

If Car/Vehicle used exclusively for personal 
purposes:  
TAXABLE Expenditure incurred by employer + 10% of 
cost of car or hire charges (when Car is owned/hired by 
employer)  
 

If Car/Vehicle Used partly in employment 
and  partly in personal purposes: 
TAXABLE 

Car is owned by Small car 
(cubic capacity 
of engine does 
not exceed 1.6 

litre) 

Large car 
(cubic capacity 

of engine 
exceed 1.6 litre) 

Employer   
When all expenses 
are met or 
reimbursed by the 
employer. 

` 1,800 p.m. 
(+ ` 900 p.m. 
for Driver) 

`  2,400 p.m. 
(+ ` 900 p.m. 
for Driver) 

When expenses for 
personal purposes 
are met by 
employee. 

` 600 p.m. 
(+ ` 900 p.m. 
for Driver) 

`  900 p.m. 
(+ ` 900 p.m. 
for Driver) 

Employee Expenses met 
or reimbursed 
by the 
employer are 
more than  ̀
1,800pm (+  ̀
900 p.m. for 
Driver) 

Expenses met 
or reimbursed 
by the 
employer are 
more than ` 
2,400pm (+ ` 
900 p.m. for 
Driver) 

Other Vehicle 
owned by 
Employee 

Expenses met or reimbursed by the 

employer are more than Rs. 600 
p.m. 

 

2. Leave travel concession. 
(LTC) 

All EXEMPT U/S 10(5) Maximum of 2 
journeys in a block of 4 years by [air/first 

class air conditioned travel by shortest distance OR 
actual expenditure incurred on the performance of 

journey.] From 1st Jan. 1986. [2009-2012]  

The employee is entitled to exemption u/s 10(5) in respect of 
the value of travel concession or assistance received by or due 
to him from his employer or former employer for himself and 
his family, in connection with his proceeding – 
(A) On leave to any place in India.  
(B) To any place in India after retirement from service or after 

the termination of his service. 
 

FAMILY FOR THIS PURPOSE INCLUDES :-     
(A) The spouse & two children (after 1.10.98) of the employee.  
(B) Parents, brothers & sister of the employee, who are wholly or 

mainly dependent upon him. 
3. Travelling & Tourism 

Expenses. 
(Travelling, touring, 
accommodation & any other 
expenses paid for or borne or 
reimbursed by the employer for 
any holiday availed of by the 
employee or any member of his 

household.) 

  “Employee’s Member of household” & 
“Employee’s Member of Family” shall 
include: 
(A) Spouse(s)[Dependent & not dependent]; 
(B) Children and their spouses [Dependent & 

not dependent];  
(C) Parents [Dependent]; 
(D) Servants and All dependents. 

Employer is liable to FBT All EXEMPT  But taxable for Employer @ 30% of Expenses. 

Employer is Not liable to 
FBT 

All TAXABLE Where such facility is maintained by the employer, 

and is available uniformly to all employees. 
NIL 

Where such facility is maintained by the employer, 
and is not available uniformly to all employees. 

It will be the value at which such 
facilities are offered by other 
agencies to the public. 

Where the employee is on official tour and the 
expenses are incurred in respect of any member 
of his household accompanying him. 

The amount of expenditure so 
incurred. 

Where any official tour is extended as a vacation The value will be limited to the 
expenses incurred in relation to such 
extended period of stay or vacation. 

In any other case, where such facility is given to 
the employee or any member of his household. 

A sum equal to the amount of 
expenditure incurred by the employer. 

 

4. Free Travel facilities by 
transport Undertaking. 

   

Employer is liable to FBT All EXEMPT   
Employer is Not liable to 
FBT 

Non specified  EXEMPT  
Specified TAXABLE Not apply to the employees of an airline or the 

railways. 

 
 

30) Educational Facilities  
   

1. Education in employer’s 
institution 

Non specified  EXEMPT  
Specified TAXABLE 

For Employee’s Children 
Cost of education in a similar institution in or near the 
locality Less: - Rs. 1,000 p.m. per child.  
 

For Employee’s other Members of household 
Cost of education in a similar institution in or near the locality. 

 

2. Educational Expenses 
paid & reimbursed by 
employer 

All For Employee (Training)  EXEMPT 
For Member of household  TAXABLE 

 

 

3. Scholarships  All EXEMPT For Employee’s Members of household 



SUMMARY OF TAXATION AY 2011-12 (for CA – IPCC / CS – Executive / CWA – Intermediate)   Compiled By : Mukesh Agarwal Research Group 

 

AA EE CC II nn dd ii aa . C o m m e r c e  Gopal Madhav Extension Place, Shinde Ki Chhawani, Gwalior-474001 +91-751-2424240, 98930-16415, 9827204115 

India’s Leading CS / CA Classes  - Page 14 of 56 - Web: www.aeccsca.blogspot.com; E-mail: aec.com@gmail.com 

 

31) Madical Facilities  
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 5TH CHAPTER 
 

INCOME FROM HOUSE PROPERTY  
 

1. House property must comprise of building OR lands attached to such building to attract taxability under this head of income. 

2. This is the only head of income where income may get computed on notional basis and taxed.  

3. Taxability arises in the hands of the owner or deemed owner as defined under section 27. 

4. NAV is computed u/s 23 and for this purposes the following steps are followed: 

a) Step 1: Higher of Municipal value and Fair Rent. 

b) Step 2: Lower of Standard rent and value at step 1. 

c) Step 3: Value of step 2 less Loss of rent due to vacancy of property. 

d) Step 4: Higher of value at step 3 and actual rent received is GAV.  

e) Step 5: From GAV calculated at step 4 we reduce municipal taxes paid by landlord on or before 31/3/PY. 

5. Municipal taxes are deducted on payment basis and not on the accrual basis. Further taxes which are paid by landlord 

are to be reduced and not which have been paid by tenant. 

6.  Section 24(a) allows 30% flat deduction on NAV and section 24(b) allows interest on capital borrowed. 

7.  In case of oneself occupied property, net annual value is nil but interest on borrowed capital u/s 24(b) is allowed as a 

deduction up to ` 30,000, if loan was taken before 1/4/99. 

8. If loan is taken on or after 1/4/99 and purchase or construction of house is completed within 3 years from the end of the 

financial year of obtaining the loan, then the limit of ` 30000 is substituted by ` 1,50,000. 

9. Interest on loan borrowed which is payable outside India shall be allowed as deduction only if tax is deducted or paid at source. 

10. In case of house property which is vacant, municipal taxes are allowed to be reduced and thus we can have negative NAV. 

11. Unrealized rent does not form part of actual rent if all the conditions of Rule 4 are satisfied. 

12. If subsequently unrealized rent is received it is taxed u/s. 25AA in the year of receipt without any deduction u/s. 24.   

13. Arrears of rent received from a tenant shall be taxed u/s. 25B but subject to 30% deduction of such arrear. 

14. Co-owner’s share of income from property is included in each co-owners individual assessment and is not assessable as on AOP. 

15. In case where the property is partly self occupied and partly let out on the basis of area then MV, FR, SR,MT paid and 

Interest on borrowed capital has to be bifurcated on the basis of area. However, if property is PLO/PSO on the basis of 

time period then nothing has to be bifurcated. 

16. Net annual value of a property can be negative provided municipal taxes paid are higher than the amount of GAV. 

17. If assessee has the main business of letting out property or dealing in property even then the rental income is to be 

taxed under this head of income and not under the head of PGBP. 

18.  In case assessee received composite rent for letting out the property as well as facilities along with such property then it 

has the following tax treatment: 

a) If letting out of building and facilities is separable then rent of the property is to be taxed under the head of HP and 
rent of facilities under the head PGBP or OS as the case may be. 

b) If letting out of building and facilities is not separable then rent of the property as well as rent of facilities is to be 
taxed under the head PGBP or OS as the case may be. 

19. Following HP are not chargeable to tax under the head of HP: 

a) Income from a farmhouse. 
b) Property held by a charitable trust 
c) Property used for own business or profession. 
d) A SO or a vacant house. 
e) A palace of ex ruler. 

20. Advance rent received by the assessee shall be taxable in the year to which it relates. 

21. In the case of house property which is vacant, municipal taxes are allowed to be reduced.  
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 6TH CHAPTER 
 

INCOME FROM BUSINESS & PROFESSION  

 

1) Section 145: Profits and gains of Business or Profession shall be computed either on cash basis or mercantile basis of 

accounting.  

2) Speculation Business income should to be computed separately as loss from such business cannot be set off against any 

other business income. 

3) Revenue loss or expenditure incidental to business is excludable in the computation even though there is no 

specification provision. For example expenditure on stationery is deductible even though there is no specific section for 

this.  

4) All the assets use for business can be classified as under: 

Tangible:   (a) Land – it is not eligible for depreciation. 

   (b) Building, machinery, plant and furniture are eligible for depreciation. 

Intangible: Know-how, patents, copyrights, trademarks, licenses, franchises are eligible for depreciation. 

5) Revenue expenses incurred in relation to the assets mentioned in point 4) should be considered for deduction u/s. 30, 

31 and 37(1).  Capital expenditure not qualifying under these provisions may be capitalized and depreciation u/s. 32 can 

be claimed if eligible. 

6) Only in the case of undertakings engaged in the business of generation or generation and distribution of power, there is 

an option to avail depreciation on straight-line method. This option is for only those assets, which have been purchased 

after 31/3/98. In all other cases depreciation is deductible only on written down value method.  The option has to be 

exercised in the beginning and shall apply to all the subsequent assessment yea`  

7) If depreciation has been charged as per SLM basis as mentioned in 6) above and then block of asset has been sold: 

(a) For the value less than the value of block then we get terminal depreciation, which can be debited, to PL account. 
(b) For the value more than the value of block then up to the amount of depreciation debited to the day is treated as 

PGBP income and balance if any is treated as STCG. 

8) Interest on loan borrowed for acquiring on asset used in the business has to be treated as under: 

a) Before the commencement of production/Business has to be capitalized. 
b) Interest relating to the period after the asset is first put to use shall never form part of the cost of the asset.  As per 

Sec. 43(1) it shall be allowed as revenue expenditure. 

9) Unabsorbed depreciation is treated as part of current year depreciation and therefore, can be set off against income 

under other heads of income as well (except income of salary and casual incomes).  It can be carried forward indefinitely 

even if the business is discontinued. 

10) As per section 50 there shall be always STCG on sale of a depreciable asset. 

11) In case of asset being destroyed and insurance company gives a similar asset to assessee then the value of such asset 

destroyed shall not be reduced from the block as per the SC case of CIT  vs  Kasturi and Sons Ltd.. 

12) The deduction of scientific research expenditure u/s. 35 shall be as follows: 

 Particulars  Deduction permissible. 

1 Expenditure incurred for own business: 

- U/s. 35(2AB) – special activities such as pharmaceuticals, bio-technology, 

computers etc. 

- U/s. 35 – Other cases 

 

eighted deduction of 150% 

 

Deduction of 100% 

2 Contribution to Government’s, approved university’s, college or institution’s 

laboratory 

Weighted deduction of 125% 
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13) Generally, revenue expenditure is deductible in the year when expenditure has been incurred and capital expenditure is 

capitalized. The concept of deferred revenue expenditure is not prevalent in Indian income tax structure.  However, such 

principle is made applicable under the following sections: 

A) Section 35D – Amortization of preliminary expenditure – write it off over 5 yea` Qualifying amount shall be follows: 
a. For non-corporate assessee it cannot exceed 5% of cost of project 
b. For a Company it cannot exceed 5% of cost of project OR 5% capital employed which ever is higher. 

B)  Section 35DD – Expenses incurred for amalgamation and demerger – write off over 5 yea` 
C)  Section 35DDA – Voluntary Retirement Service compensation – write off over 5 yea` 
D) Section 37(1) – Discount/ premium on redeemable preference shares or bonds or debentures can be spread over the 
life of the instrument – Madras Industrial Investment Corporation Ltd..  

14) The bad debts written off during preceding previous years and which are recovered during the previous year then 

recovery is fully taxable in the year of recovery provided it is recovered by the same assessee who has incurred such bad 

debt as was decided by SC in the case of P.K.Kaimal. 

15) Expenditure on advertisement in souvenir, brochure, pamphlet etc. published by a political party is not allowed as 

deduction. However a deduction for the same or/and similar expenditure is allowed as deduction under section 80GGB 

and 80 GGC. 

16) Expenses not deductible are as follows: 

1. Sec. 40(a) –Any payment outside India on which no TDS has been done or has been paid. 
2. Sec. 40A(2) – Excessive and unreasonable expenditure where a relative and substantial interest holding is involved. 
3. Sec. 40A(3) – Expenditure paid in excess of `20000 otherwise than by account payee cheque or bank draft subject 

to rule 6DD.  
4. Sec. 40A(7) – Provision for gratuity. 
5. Sec. 40A(9) – Contribution to unapproved funds. 
6. Sec. 43B – Certain expenses not paid within the stipulated time limit.  This applies irrespective of method of 

accounting. 

17) Where the partnership deed stipulates terms of interest and salary to partners, the amount authorized by the deed or the 

limit prescribed by Sec. 40(b), whichever is lower, shall be allowed as deduction. This limit is as follows:  

BOOK PROFITS OF PROFESSIONAL FIRMS BOOK PROFITS OF OTHER FIRMS REMUNERATION AS % OF BOOK PROFITS 

On first ` 3,00,0000 or  

in case of Loss 

On first ` 1,50,000 or  

in case of Loss 

` 50,000 or 90% of book profits 

whichever is higher 

On Balance On Balance 60%  

18) U/s. 44AA the assessee needs to maintain books of account in the following cases: 

a) Notified professions – Gross receipts exceed ` 1.5 lakhs. 
b) Other professions/business– Income exceeds ` 12 lakhs or turnover exceeds ` 10 lakhs. 

19) U/s.44AB Audit is mandatory if  

(a) Profession gross receipts exceed ` 10 lakhs. 
(b) Presumptive cases covered by 44AD; 44AE & 44AF. 44BB and 44BBB, where the income is less than prescribed limit. 

20) Presumptive business income provisions are as follows: 

Provision Sec. 44AD Sec. 44AE Sec. 44AF 

Nature &  

Eligibility 

Civil construction business having 

Turnover  40 lakhs. 

Transport business-having no. of 

vehicles  10 

Retail Traders having 

Turnover  40 lakhs. 

Deemed  

Income  

8% or more of turnover. Heavy vehicle – ` 3,500 or more. Others 

` 3,150 or more (p.m. or part of the 

month) 

5% or more of Turnover. 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 7TH CHAPTER 
 

INCOME FROM CAPITAL GAINS  

 

1) In order to attract taxability under this head of income there must be `capital asset’ and it must be covered under the 

term of `transfer’. 

2) As per section 2(14) stock in trade, personal effects and agricultural land in rural area are not considered as capital asset 

and hence there shall be no capital gains on their transfer.  

3) Transactions constituting `transfer’ are illustrated u/s. 2(47) some of which are as follows: 

a. Sale, exchange or relinquishment of a capital asset. 
b. Extinguishments of any right in asset. 
c. Compulsory acquisition by of capital asset by government 
d. Conversion of capital asset into stock in trade. 
e. Any transaction as referred as to in Section 53A of Transfer Of Property Act 1882. 

4) These transactions are not regarded as `transfer’ u/s. 47, therefore no capital gains shall be charged 

i. Transfer under gift or will 
ii. Distribution of assets on partition of HUF 

iii. Transfer of the artistic, scientific work etc. to the government, university, museum etc. 
iv. Conversion of the bonds, debentures, deposits etc into shares or the debentures of that company. 
v. Transfer of shares held by shareholders under the amalgamation if: 

1. Amalgamated company is an Indian company. 
2. Transfer is made in consideration of allotment to him of the shares in the amalgamated company. 

5) A capital asset is treated as long-term capital asset on the basis of period of holding as follows: 

(a) Shares, listed securities, Units of UTI and mutual funds recognized u/s. 10(23D) – 12 months or more. 
(b) All other capital assets–36 months or more (Depreciable assets are always treated as STCA) 

6) In case of LTCA, COA is to be indexed with the factor for that year in which the asset was for the first time acquired by the 

assessee. 

7) Section 48’s provisos: 

a) 1st Proviso applies to non residents on transfer of shares and debentures only. 

b) 2nd proviso applies to all kinds of LTCA. 

c) 3rd proviso applies to bonds and debentures and indexation is not done. 

8) Benefit of indexation is not available in case of: 

a) Short term capital assets; 

b) Bonds and debentures since 3
rd

 proviso to section 48 is applicable. 

c) Slump sale u/s. 50B 

9) There are 8 self generated assets in respect of which the cost of acquisition shall be adopted as nil in case an assessee has 

not incurred any cost for acquisition them.  These assets are self generated goodwill; tenancy right; route permit; Loom 

hours; Right to manufacture, produce or process any article or thing; Bonus shares acquired after 1/4/81; Right to 

subscribe to shares ;  trademark or brand name. 

10) In the case of bonus shares acquired before 1/4/1981, it is possible to avail fair market value as on 1/4/1981 as the cost 

of acquisition.  In fact, it is the only asset; among the 8 assets referred to above for which fair market value as on 

1/4/1981 can be availed if the bonus shares have been acquired prior to that date.  In the case of the other assets, even 

if they are acquired prior to 1/4/1981, cost will be taken as nil. 

11) In case of gift or will or inheritance cost of acquisition shall be the cost at which the previous owner acquired the asset. 

Further in while calculating the period of holding the period for which the asset was held by previous owner and current 

owner shall be added together. 

12) The differential treatment between long term and short term capital assets shall be as follows:- 
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Particulars  Long Term Short Term 

Indexation benefit Available  Not available 

Exemption u/s 54, 54EC,54F & 54G 

Exemption u/s 54B, 54D, 54G & 54GA 

Available 

Available 

Not available 

Available 

Concessional tax rate u/s. 112 Available in case of securities Not available 

Basic exemption limit 

(Individual & HUF) 

Available to residents if  

incomes except LTCG are  

less than basic exempt limit 

Available 

Deductions of section 80C to 80U Not available Available 

 

13) Section 45(1A): Capital gains tax normally arises in the year of transfer except in the case of insurance compensation 

where it is taxed in the year of receipts. 

14) Section 45(2): Conversion of capital asset into stock-in-trade is taxed in the year of sale of such stock-in-trade but while 

indexing the cost of acquisition shall taken for the year in which conversion took place.  

15) Section 45(5): In case of compulsory acquisition capital gain is taxed in the year of receipt of compensation or part of the 

compensation. In case of enhanced compensation CG shall have the same nature as that of original compensation. In 

case of reduction of compensation, the tax on original compensation or enhanced compensation shall be revised. 

16) Values to be considered for the adoption for computation of capital gains are as: 

a) Section 45(2) Conversion of capital asset into stock – Fair market value on date of conversion. 

b) Section 45(3) Partner or member introducing asset to firm or AOP – Book value recorded in firm. 

c) Section 45(4) Dissolution of firm and distribution of assets – Fair market value on the date of distribution. In other 

cases, actual consideration to be adopted.   

17) Computation of capital gains in case of non-depreciable assets shall be calculated u/s. 48 and in the case of depreciable 

assets it shall be as under: 

(i) Section 50: In case of depreciable assets used for the business and professional purposes. 

(ii) Section. 50A, where straight-line method is adopted by power sector undertaking. 

(iii) Section. 50B, where slump sale is affected. 

18) Section. 50C of valuation for the Stamp Duty Act we have to take higher of: 

 a) Sale consideration 

 b) Value as fixed under that act. 

19) Benefit of indexation is not available in case of:  

a) Short term capital assets; 

b) Bonds and debentures since 3
rd

 proviso to section 48 is applicable. 

c) Slump sale u/s. 50B 

20) Exemptions of capital gains available only to individual and/or HUF assessees: Section 54, 54B and 54F 
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Provisions Capital gains on sale of 

residential property used 

for residential property: 

Section 54 

Capital gains on sale of 

urban agricultural land and 

used for another agriculture 

land 

Section 54B 

Capital gain on sale of LTCA 

not to be charged in case of 

investment in residential 

house: Section 54F 

a) Assessee Individual/HUF Individual Individual/HUF 

b) Asset transferred Residential house 

property being buildings 

or lands appurtenant 

thereto. 

Agricultural land used by 

individual or his parent for 

agricultural purposes during 

2 years preceding date of 

transfer 

Any capital asset not being 

residential house property. 

Exemption is not available if 

assessee owns more than 2 

residential houses including 

a new house. 

c) Nature of Asset  LTCA LTCA / STCA LTCA 

d) New Asset to be 

purchased/constructed 

Residential house 

property i.e. buildings or 

lands appurtenant thereto 

Agricultural land (in urban 

or rural area) 

Residential house property 

i.e. buildings or lands 

appurtenant thereto 

e) Time-limit for 

purchase/construction 

Purchase: Within 1 year 

before or 2 years after the 

date of transfer. 

Construction: complete 

construction within 3 

years year from date of 

transfer 

Purchase within 2 years 

from the date of transfer 

Purchase: Within 1 year 

before or 2 years after date 

of transfer; and  

Construction: Complete 

construction within 3 year 

from date of transfer 

f) Deposit scheme (Discussed later) Applicable  Applicable Applicable 

g) Amount of Exemption Lower of – Capital gains or 

investment in new asset 

Lower of – capital gains or 

cost of new asset 

Cost of new house x Capital 

Gains ÷ Net consideration 

being Full Value of 

consideration less Expenses 

on transfer 

h) Withdrawal of Exemption on If transfer of the new 

asset within 3 years from 

its purchase/ construction 

If transfer of the new asset 

within 3 years from its 

purchase  

(a) if assessee purchases 

within 2 years or constructs 

within 3 years from date of 

transfer of original asset, a 

residential house other than 

new house; or  

(b) transfer new asset 

within 3 years from date of 

its purchase/ construction  

i) Taxability on Withdrawal Amount of exemption 

claimed earlier shall be 

reduced from the cost of 

acquisition of new asset. 

Exemption claimed earlier 

shall be reduced from cost 

of acquisition of new asset.  

Amount exempted earlier 

shall be taxable as long-

term capital gains in 

previous year in which – (a) 

another residential house is 

purchased or constructed, 

or (b) the new asset is 

transferred. 
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21) Exemptions in respect of capital gains available to all assessees: Section 54D, 54EC, 54G and 54GA 

Provisions Compulsory acquisition 

of land & buildings  

Section 54D 

Investment in certain 

bonds: 

Section 54EC 

Shifting of undertaking 

to rural area: 

Section 54G 

Shifting of 

undertaking to SEZ:  

Section 54GA 

a) Assessee Any person Any person Any person Any person 

b) Asset 

transferred 

Compulsory acquisition 

of land or building 

which was used in the 

business of industrial 

undertaking during 2 

years prior to date of 

transfer. 

Any long term capital asset Transfer of plant, 

machinery or land or 

building for shifting 

industrial undertaking 

from urban area to 

rural area 

Transfer of plant, 

machinery or land or 

building for shifting 

industrial undertaking 

from urban area to 

Special Economic Zone 

c) Nature of Asset Short term/ Long term Long term Short term/ Long term Short term/ Long term 

d) New Asset to 

be purchased/ 

constructed 

New land or buildings 

for the industrial 

undertaking. 

Bonds, redeemable after 3 

years issued –  

(a) by National Highway 

Authority of India; or  

(b) by Rural Electrification 

Corporation, maximum 

exemption limit being ` 50 

lakhs (Amended by FA, 2007 

w.e.f. 1-4-08) 

(a) Purchase/ 

Construction of plant, 

machinery, land or 

building in such rural 

area or, (b) Shifting 

original assets to that 

area or, (c) Incurring 

notified expenses  

(a) Purchase/ 

Constructed of plant, 

machinery, land or 

building in such SEZ or, 

(b) Shifting the original 

assets to SEZ or, (c) 

Incurring notified 

expenses. 

e) Time-limit for 

purchase/ 

construction 

of new asset. 

Within 3 years from 

date of receipt of initial 

compensation. 

Within 6 months from the 

date of transfer of original 

asset. 

Within 1 year before or 

3 years after the date 

of transfer. 

Within 1 year before 

or 3 years after the 

date of transfer. 

f) Deposit 

scheme 

Applicable - Applicable Applicable 

g) amount of 

Exemption 

Lower of – capital gains 

or investment in new 

asset. 

Lower of – capital gains or 

investment in new asset 

Lower of – Capital 

gains, or Cost incurred 

for (a) to (c) of point 4. 

Lower of Capital gains, 

or Cost incurred for (a) 

to (c) of point 4. 

h) Withdrawal 

exemption 

Transfer of new asset 

within a period of 3 

years from the date of 

its acquisition or 

construction. 

Transfer of new asset, 

conversion thereof in 

money of taking loan or 

advance on its security 

within 3 years from date of 

its acquisition 

Transfer of new or 

shifted asset within a 

period of 3 years from 

the date of its 

acquisition or 

construction or shifting 

Transfer of new or 

shifted asset within a 

period of 3 years from 

the date of its 

acquisition or 

construction or shifting 

i) Taxability on 

Withdrawal of 

Exemption 

Amount of exemption 

claimed earlier shall be 

reduced from the cost 

of acquisition of new 

asset. 

Exempted capital gain will 

taxable as long-term capital 

gains in previous year in 

which such 

transfer/conversion takes 

place. 

Amount of exemption 

claimed earlier shall be 

reduced from the cost 

of acquisition of new or 

shifted asset.  

Amount of exemption 

claimed earlier shall 

be reduced from the 

cost of acquisition of 

new or shifted asset. 

Note: If exemption has been claimed u/s 54EC in respect of investment in a new asset, no deduction shall be allowed u/s 80C 

with reference to the amount of investment for which exemption has been claimed. 
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22) Indexation factors to be used for indexation of LTCA are:  

Previous Year Indexation  
factor 

Previous Year Indexation  
factor 

Previous Year Indexation  
Factor (CII)* 

1981-1982 100 1991-1992 199 2001-2002 426 

1982-1983 109 1992-1993 223 2002-2003 447 

1983-1984 116 1993-1994 244 2003-2004 463 

1984-1985 125 1994-1995 259 2004-2005 480 

1985-1986 133 1995-1996 281 2005-2006 497 

1986-1987 140 1996-1997 305 2006-2007 519 

1987-1988 150 1997-1998 331 2007-2008 551 

1988-1989 161 1998-1999 351 2008-2009 582 

1989-1990 172 1999-2000 389 2009-2010 632 

1990-1991 182 2000-2001 406 2010-2011 711 

* Cost Inflation Index.  
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1 2 3 4 5 6 7 8 9 

Sec Assets transferred who 
entitled 

Use or 
Holding 
period 

New Assets Exemption Prescribed Period for 
Investment 

Treatment of 
Unutilized 

Amount 

Sale of new Asset 

54 Residential House Ind 
 

Huf 

LTCA Residential House Capital Gains 
invested 

Purchased within one year 
before or two years after 

date of transfer, 
or  

completed construction 
within 3 years, after the 

date of transfer 

Deposit in Capital 
Gains A/c 

Scheme upto due 
date of furnishing 

the return of 
Income 

If sold within 3 years from the  
date of purchase / construction, 
capital gains claimed as exempt 
shall be reduced from COA of 

new asset. 

54B Agricultural Land Ind Use by 
him  
/parents 
for 2 
years    
or more 

Agricultural  Land Capital Gains 
invested 

Within two years after 
date of transfer 

—do— —do— 

54D L/B for Indus. 
undertaking 

All Used for 
24 

months 
or more 

L/B for Indus. 
undertaking 

Capital Gains 
invested 

Within 3 years after date of 
receipt of compensation on 
such compulsory acquisition 

—do— —do— 

54EC Any asset All LTCA Long term 
specified assets  

Capital gains 
invested 

Six months from transfer 
 
Specified assets are bonds 
of NHAI, RECI 

NA If sold within 3 years of 
acquisition, exempted gain 

taxable as LTCG in the year of 
transfer of new asset. 

If any loan /advance is taken on the security of such long term specified asset, then exempted capital gain shall become taxable. 

54F Any asset other  
than residential 

house 

Ind or 
Huf 

LTCA Residential house Proportionate  
Net 

consideration 
invested 

Same as for Sec. 54 Same as Sec. 54. If Sold within 3 years from date 
of purchase/construction, cap. 
gain exempt shall be taxable as 

LTCG in year of transfer. 

Exemption shall be given if on the date of transfer of original asset, assessee does not own more than one residential house, other than the new asset. 
Exemption shall be withdrawn if he purchases within 2 years or constructs within 3 years after the date of transfer any residential house other than the new asset. 

54G P/M or L/B used for industrial 
undertaking in Urban Area. 

All P/M or L/B for IU in non-
urban area or for shifting 

expenses 

CG 
invested 

Within one year before or 
within 3 years after 

transfer. 

—do— Same as for section 54, 54B and 
54D. 

54GA P/M or L/B used for industrial 
undertaking in Urban Area. 

All P/M or L/B for IU in 
special economic zone or 

for shifting expenses 

CG 
invested 

Within one year before or 
within 3 years after 

transfer. 

—do— Same as for section 54, 54B and 
54D. 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 8TH CHAPTER 
 

INCOME FROM OTHER SOURCES  

 

1) The following incomes are always taxable as income from other sources: 

(c) Dividend income from foreign company. 

(d) Casual income such as wining from lottery, crossword puzzles, gambling, card games, winning from horse races etc. 

(e) Contribution of PF received by the employee and not deposited with the PF. 

(f) Interest on securities. 

(g) Rent from letting of plant and machinery along with building. 

(h) Sum received by keyman from keyman insurance policy if employer and employee relation is absent. 

(i) Income from subletting of house property. 

(j) Gifts in cash received exceeding ` 50000 from non relatives. But gifts on the occasion of marriage are not taxable. 

Similarly gifts given in anticipation of death shall not be taxable.  

2) Section 145: Income under the head of other sources shall be calculated on the cash basis or accrual basis of accounting 

whichever is followed by the assessee. 

3) Following are some of the incomes which are taxable under the head of other sources:  

a) Director’s fee. 

b) Agriculture income from outside India. 

c) Rent of open plot of land. 

d) Salary payable to members of parliament. 

e) Family pension received by family members of deceased employee is taxable as income from other sources. But an 

exemption of 15000 or 1/3 of such income shall be allowed as per section 57. 

f) Interest on employee’s own contribution in URPF when he gets retired. 

g) Any income from undisclosed sources. 

h) Any other casual income. 

i) Income from royalty. 

j) Ground rent. 

k) Examination fees received by a teacher from a person other than his employer. 

4) Dividends received by shareholders from a domestic company other than those covered by section 2(22)(e) is exempt 

from tax u/s. 10(34) for shareholder since company has to pay CDT. 

5) Income from Other Sources is a residuary head of income, which includes all income which is not covered by other 

heads of income and which are not exempt from tax. 

6) While income from building property and land appurtenant thereto is taxable under the head `Income from house 

property’, if vacant land is let out, the rent is assessable under the head `Income from other sources’. 

7) Income from agricultural activities is exempt from tax u/s 10(1), if agriculture land is situated in India but if land is 

outside India then income shall not be exempt but it will be taxable as the income from other sources.    

8) Apart from the specific deductions permissible u/s. 57, any expenditure wholly and exclusively incurred for the purpose 

of earning any income assessable under this head is also allowable and deduction.  

9) If the assessee receives pension after retirement, the same is assessable under the head `Salaries’.  Whereas, if family 

pension is received by the legal heir of the deceased employee, it is taxable under this head subject to 1/3 of family 

pension or ` 15,000 whichever is less. 

10) Winnings from lottery, crossword puzzles, races, etc. shall be taxed at the rate of 30% (plus surcharge and education 

cess) u/s. 115BB.  

11) From the casual incomes no kind of expenses are allowed to be deducted and gross amount is taxable. 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 9TH CHAPTER 
 

CLUBBING OF INCOMES  

 

1) Section 60: If income is transferred without transfer of the asset then such income shall be taxable for the transferred 

and not for the transferee.  

2) Section 61: In the case of revocable transfer, income from the asset shall be taxable for the transfer and not for the 

transferee but if the transfer is not revocable then it shall be taxable for the transferor.  

3) Section 64(1)(ii): An individual is chargeable to tax in respect of any salary, commission, fees or any other form of 

remuneration received by the spouse from a concern in which the individual has substantial interest except in case 

where income of spouse is earned only due to application of technical or professional knowledge or experience. 

4) Section 64(1)(iv): if person has transferred an asset to spouse and spouse earns some income from such asset then such 

income shall be taxable for the transferor of the asset.  

5) Income on the asset transferred is clubbed but not the income on accretion to the asset. 

6) Section 64(1A): Any income accruing or arising to a minor child is liable to be clubbed with the income of father or 

mother whose so ever has higher total income before such clubbing. 

7) Income derived by a minor child out of skill and talent or by way of salary and wages shall not be clubbed. However, if 

such income is invested and income is earned thereon, such income shall be clubbed. 

8) Clubbing ceases to operate when the minor becomes a major. 

9) There is no clubbing of income in the case of a minor child who is eligible for deduction u/s. 80U. 

10) Similarly, where a minor child does not have parents, clubbing of income does not arise.  The minor child will be 

assessable in his own case.  Guardian will be representative assessee for assessment purposes. 

11) If the income is to be clubbed then it shall be computed first in the hands of receiver under relevant head and then it 

shall be included in the total income individual under same head. 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 10TH CHAPTER 
 

SET OFF & CARRY FORWARD OF LOSSES  

 

1) Section 70: Loss from one source can be set-off against income from another source under the same head in the same 

year except  

a. Speculation loss.  

b. Long-term capital loss.  

c. Loss from owning and maintaining racehorses. 

d. No loss to be set off from income, which is exempt from tax. 

e. No loss to be set off from income of lotteries, card games, races etc.  

f. Loss of PGBP can not be set off from salary income 

2) Section 71: Loss under one head of income can be set-off against income under another head of income in the same 

year except those which are mentioned in 1) above. 

3) The question of computing loss under the head `salaries’ does not arise.  Under all other heads, there is a possibility that 

the net result of computation is a loss.  Such loss remaining unabsorbed after set-off can be carried forward up to 8 

assessment year (4 years in the case of loss from the activity of owing and maintaining race horses and speculation 

business loss) to be set-off against income under the same head.   

4) Speculation loss, long-term capital loss and loss from the activity of owning and maintaining racehorses can be set-off 

only against income of the same nature. 

5) Section 72A: In the case of amalgamation the unabsorbed loss and depreciation is treated as that of the amalgamated 

company. Therefore, carry forward of loss is available for subsequent 8 assessment years and depreciation can be 

carried forward indefinitely. This period of 8 years is irrespective of the period of loss, which has been, carry forwarded 

by amalgamating company.  

6) In the case of demerger, the loss attributable to the resulting company shall be carried forward for the unexpired period 

of 8 yea`  

7) If business is succeeded by way of inheritance, loss of the predecessor from such business can be carried forward by the 

successor.  

8) Section 79: Closely held company can carry forward loss only if 51% of voting right is held by the same shareholde`  

9) Carry forward benefit of business loss; speculation loss; loss under `capital gains’ and loss from the activity of owning 

and maintaining race horses can be availed only if the return of loss is furnished within the due date u/s. 139(1).  This 

condition does not apply to unabsorbed depreciation u/s. 32(2) and loss from house property u/s. 71B. 
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NOTES: 
1. Unabsorbed business losses can be carried forward and set off against profits from any business there is 

no need to continue the same business in which the loss was incurred. 
2. Depreciation can be carried forward and set off against the profits from any business in the succeeding 

assessment year. The business in which the loss was incurred need not be continued in that year. 
3. The effect of depreciation, business loss and investment allowance should be given in the following order: 
 Current year’s Depreciation 
 Unabsorbed Business loss 
 Unabsorbed Depreciation 
 Unabsorbed Investment Allowance. 

4. A return of loss is required to be furnished for determining the carry forward of such losses, by the due 
date prescribed for different assessees’ u/s. 139(1) of the Act. (S. 80). 

5. Income by way of winning from lotteries, cross word puzzles, card games, betting, tv games etc shall not 
used to set off any loss 

6. Current year income under each is to be calculated first and then set off to be made after that. 
7. When two possible set off available, set off can be done which is most beneficial to assessee, 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 11TH CHAPTER 
 

AGRICULTURE INCOME  
 

1) As per section 10(1) agriculture income is exempt from income tax if agricultural land is situated in India. If agriculture 

land is outside India then the agricultural income shall be taxable.  

2) Power to tax agriculture income has been given to state governments by the constitution of India. 

3) Definition of agriculture income is given in section 2(1A). 

4) To term any activity as agricultural activity both basic conditions and subsequent conditions have to be satisfied as was 

decided by SC in the case of Raja Binoy Kumar Sahas Roy.  

5) Activities which are allied activities to agriculture such as animal husbandry, dairy farming, fishery etc. are not regarded as 

agricultural activities and therefore income from these sources are not exempt. They are taxable as income from business 

and profession.  

6) If a partnership is having main activity of agriculture then remuneration and interest received by the partners from such 

firm shall be regarded as agriculture income and hence not chargeable to tax but share in the post tax profits of firm is not 

agriculture income as was decided by the  in the case of R. M. Chidambaram Pillai. 

7) Income from sale of rubber, coffee and tea shall be bifurcated as business income and agriculture income as per rule 7, 

rule 7B and rule 8. 

8) In case of Individual, HUF, AOP and BOI agriculture income and non agriculture income have to be clubbed together to 

calculate tax on the non agriculture income. This shall be done when agriculture income exceeds ` 5000 pa and non 

agriculture income exceeds basic exempt limit. This leads to partial taxation of agriculture income. 

9) We can say that agriculture income is not fully exempt from tax but it is partially taxable in some special cases.  
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 12TH CHAPTER 
 

DEDUCTIONS FROM GTI  
 

1) Deductions under section 80C to 80U are not allowed to be deducted from Long Term Capital Gain and casual incomes such as 

winning of Lotteries, races etc.  

2) Aggregate of all deductions cannot exceed GTI. In other words we can not have loss due to deductions.  

Sec. Available to Condition Deduction 

80C 
Individual 

 /HUF 

 Subscription to notified bond of NABARD  

 ≥5 years term deposit in bank/ Post office  

 LIP – Self , Spouse, Children (Dependent, Independent, 

Married, Unmarried)  

 Contribution to Provident Fund, Superannuation Fund 

 NSC 

 Tuition Fees (for full time education of two children in 

India) 

 15 year PPF [Self, Spouse, Children (Minor)] 

 Payment towards Cost of purchase / construction of 

Residential property Including Repayment of housing loan 

(Only Principle Component)  

 Notified Unit of UTI, Mutual fund, LIC 

 Subscription to Public Deposit Scheme of HUDCO 

(Housing & Urban Development Corporation Ltd.)  

 Senior Citizen Saving Scheme   

Up to ` 1,00,000 

(Sec. 80CCE) 

80CCC Individual Deposit to Pension Fund of LIC or other insurer 

80CCD Individual 

Deposit to Pension Fund Scheme Notified by CG (Employed 

by CG or other Employer) 

Up to 10% of Salary (Employer Contribution)  

Up to 10% of Salary (Employee Contribution)  

80CCF 
Individual 

 /HUF 

Long term Infrastructure Bond notified by CG 

Tenure of the Bond 

 A minimum period of 10 years 

 The minimum lock in period for an investor shall be five 

years. 

Up to ` 20,000 

80D 
Individual 

/HUF 

Mediclaim Policy of GIC  paid by any mode other than cash or 

Central Government Health Scheme.       

 Insurance can be taken on the health of Self, Spouse and 

Dependent Children 

Up to ` 15,000 

Up to ` 20,000  

 (if any one is 

Senior Citizen) 

 Insurance can be taken on the health of Parents (Father & 

Mother whether dependent or not) 

Up to ` 15,000 

Up to ` 20,000  

(if any one is 

Senior Citizen) 

80DD 
Resident 

Individual/ 

Maintenance including Medical Treatment of dependent with 

disability  

Fixed Deduction  

` 50,000 or  



SUMMARY OF TAXATION AY 2011-12 (for CA – IPCC / CS – Executive / CWA – Intermediate)   Compiled By : Mukesh Agarwal Research Group 

 

AA EE CC II nn dd ii aa . C o m m e r c e  Gopal Madhav Extension Place, Shinde Ki Chhawani, Gwalior-474001 +91-751-2424240, 98930-16415, 9827204115 

India’s Leading CS / CA Classes  - Page 39 of 56 - Web: www.aeccsca.blogspot.com; E-mail: aec.com@gmail.com 

 

 

HUF  Medical Treatment  

 Deposit in Scheme of LIC or other insurer in this behalf  

 Disable dependent must not claim Deduction u/s 80U 

 Spouse, Parent, Children, Brother, Sister   

` 1,00,000 (if 

disability > 

80%)` 

80DDB 

Resident 

Individual/H

UF 

Medical Treatment of Specified disease of Self, Spouse, 

Parent, Children, Brother, Sister 

 Amount received from Insurance Company shall be 

deducted from ` 40,000/ ` 60,000    

Up to  ` 40,000 

or Up to ` 

60,000 if 

incurred in 

respect of 

Senior Citizen   

80E Individual 

Payment of Interest on loan taken for higher studies  

 Self, Spouse, Children (Dependent, Independent, Married, 

Unmarried) 

 Available for 8 AY beginning with AY year in which 

payment of interest begins 

 Any Studies after passing Xth including Vocational Studies  

Amount of 

interest paid 

(Not the 

principal sum) 

80G Any assessee 

Donation (in cash)  

 Available in respect of fund set up for Charitable purpose 

not religious purpose  

GTI                                                                                       xx 

Less: LTCG, STCG U/S 111A                                             xx 

Less: Exempted Income                                                   xx 

Less: All deduction u/s 80C to 80U except 80G           xx  

Adjusted GTI                                                                      xx 

See Note after 

the Chart 

80GGB 
Indian 

Company 

Donation to Political Party or Electoral Trust 
Amount 

donated 
80GGC 

Any assessee 

other than 

Indian 

Company 

80QQB 
Resident 

Individual 

Royalty income of Author  

Case 1 : Copy right transferred for lumpsum consideration  

Case 2 : Copy right not transferred, Royalty Received whether 

in Lumpsum or otherwise  

 For the purpose of Deduction in Case 2, royalty received 

not to exceed 15% of value of book sold. 

 Amount Received in India in convertible foreign exchange 

within 6 month from end of PY shall be taken as Royalty 

received   

Royalty 

Received less 

expenses  

or 

 ` 3,00,000 

whichever is 

lower 

80RRB 
Resident 

Individual 

Royalty on Patent 

 Amount Received in India in convertible foreign exchange 

within 6 month from end of PY shall be taken as Royalty 

received 

80U Individual 

Suffering from disability (Blindness, low vision, leprosy-cured, 

hearing impairment, locomotors disability, Mental 

retardation, mental illness)  

Fixed Deduction 

` 50,000 or  

` 1,00,000 (if 

disability > 80%) 
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Note: 

Deduction under section 80G 

(A) Donations eligible for deduction without any limit:  

1.   100% Deduction will be allowed if donations are given to-  

(a) Prime Minister’s National Relief Fund;  

(b) Armenia Earthquake Relief fund;  

(c) Africa (Public contribution-India) fund  

(d) National foundation for Communal Harmony;  

(e) National illness Assistance Fund;  

(f) National Cultural Fund set up by government;  

(g) Gujarat Govt.’s Earthquake Relief fund;  

(h) National Defence Fund set up by government.  

(i) National sports Fund set up by Govt;  

(j) Zila Sakaharta Samiti  

(k) An appkroved University or other educational institution of national eminence;  

(l) Maharastra Chief Minister’s Earthquake Relief Fund;  

(m) The National Blood Transfusion Council or any State Blood Transfusion Council;  

(n) Any fund set up by a State Government to provide medical relief to the poor;  

(o) Central Welfare fund for Army or Air Force or Indian Naval Benevolent Fund;  

(p) Andhra Pradesh Chief ministers Cyclone Relief Fund;  

(q) Fund for Technology Development and Application set up by Govt.;  

(r) Chief Ministers Relief fund or Lieutenant governor’s Relief Fund of any State or Union Territory;  

(s) Welfare trust for persons with Autism, Cerebral Palsy and Multiple Disabilities. 

 
2.   50% deduction will be allowed if donations made to-  

(a) Jawaharlal Nehru Memorial Fund  

(b) Rajiv Gandhi Foundation  

(c) Indira Gandhi Memorial Trust  

(d) National Children’s Fund  

(e) Prime Minister’s Drought Relief Fund  

 
(B) Donations eligible for deduction subject to Qualifying limit (i.e. 10% of Adjusted GTI): 

1.   100% deduction shall be allowed subject to the qualifying amount if donations are made:  

(a) To government or any approved local authority, institution or association to be utilized for 

promoting family planning;  

(b) By company to Indian Olympic Association or other notified association / institution in India for 

development of infrastructure for sports and games, or sponsorship thereof in India.  

 
2.   50% deduction shall be allowed subject to the qualifying amount if donations are made:  

(a) To Government or any approved local authority, for charitable purpose except promoting family 

planning.  

(b) To approved charitable institution, which satisfies the conditions of section 80G (5).  

(c) For renovation or repair of nay temple, mosque, gurudwara, church or other place notified to be of 

historic / archaeological artistic importance or as a place of public worship of renown;  

(d) To housing development authority or city / town / village development authority constituted in 

India by or under any law  

(e) Corporation for promoting interests of minority community as given under section 10(26BB)   
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Available to 
 

Condition 

Project to be 

completed 

 

Deduction 

Sec. 80IA 

Indian 

Company 

Developing, Operating, Maintaining, Infrastructure Facility 

 Road, Toll road, bridge or a rail system 

 Highway Project including housing 

 Water Supply Project , Solid waste management 

System 

 
100% for 10 AY  

out of 20 AY 

 A Port, Airport, Inland waterways, inland Port or 

navigational channel in the sea 
 

100% for 10 AY 

out of 15 AY 

Any Assessee 

Providing Telecommunication Service 31.3.05 
100% for 5 AY 

30% for 5 AY 

Maintains & Operates Industrial Park or SEZ 31.3.05 

100% for 10 AY 
Generation or distribution of Power (Includes 

Substantial Renovation i.e. new plant and Machinery > 

50% of old P&M on 1.4.04) 

 

Indian 

Company 

Laying and operating cross-country natural gas 

distribution network 
 

100% for 10 AY 

out of 15 AY 

Sec. 80IAB 

Any Assessee 
Maintains & operates Industrial Park or SEZ (after 

1.4.05) 

 

 

 

100% for 10 AY 

out of 15 AY 

Sec. 80IB 

Any Assessee 

Industrial undertaking in Backward area 

(Production of Alcohol, Cigarettes Prohibited) 
31.3.04 

(31.3.12 for 

J&K) 

100% -5 AY 

25%  -5 AY 

(30% in case of 

company) 
Cold Chain Facility 

SSI in any Area  

25%- 10 AY 

(30% in case of 

company) 

Indian 

Company 

Hotel (old building eligible) in hilly area 
31.3.01 

50% - 10 AY 

Hotel (old building eligible) in other  area (except metro) 30% - 10 AY 

Any Assessee 

 

Building, Owning, Operating Multiplex Theatre, 

Convention Center (Auditorium) 

*Old Building not eligible 

31.3.05 50% - 5 AY 

Any Assessee 

 
Construction and development of housing project 

4 years from 

end of FY in 

which 

approved 

100% till sold 

Indian 

Company 
Scientific research & Industrial development  100% - 10 AY 

Any Assessee 

Production  or Refining of Mineral oil & Natural gas 31.3.2012 100% -7 AY 

Handling , Storage and transportation of food grains 

 

100%- 5 AY 

25% - 5 AY 

(30% in case of 

company) 

Processing, Reservation and Packaging of fruits & 

vegetables 

Hospital in Rural area (At least 100 beds)  100% -5AY 
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Sec. 80IC  

Undertaking in Special Category State  

 Manufacturing or producing eligible article or thing  

 Undertakes substantial expansion New P&M > 50% of old P&M (but before Depreciation) 

State Production Up to Deduction 

Sikkim 

North eastern State 
31.3.07 

100% for 10 AY 

 

Himachal Pradesh 

Uttaranchal 

31.3.12 

 

100% for 5 AY 

25% for 5 AY (30% in case of 

company) 

 

Sec. 80ID  

Business. Hotel (2,3,4 Star), Convention Centre 

Specified Area   Delhi, Faridabad, Gurgoan,  Ghaziabad, Budh Nagar 

Construction Period 1.4.07 to 31.7.10  

Deduction 100%  for 5 AY 

Objective  Accommodate visitors to  Commonwealth games held in Oct 2010 

    

Sec. 80IE 

Undertaking in North Eastern States (includes State of Sikkim also)  

(i) Manufacture  or produce eligible article or thing  

(ii) Undertakes Substantial expansion (New P&M >25% of old P&M) 

(iii) Carry on eligible business – Hotel above 2 Star Category, Information technology, Bio technology, Old age 

home, Nursing home >25 bed, Vocational training Institute for Hotel Management 

(iv) Period of Operation to Commence – 1.4.2007 to 31.3.2017 

(v) Deduction – 100%  for 10 AY 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 13TH CHAPTER 
 

EXEMPTED INCOMES  

 

1) Section 10: All of the following incomes are exempt from tax 

a) Agriculture income from land in India. 

b) Share of income of HUF for member of HUF. 

c) Share of income of firm for the partner of firm. 

d) Compensation from disasters [w.e.f section 10 (10BC)]. 

e) Amount received on the maturity of life insurance policy. 

f) Scholarships received for meeting cost of education. 

g) Income from awards. 

h) Income from dividends from shares and units of mutual funds.  

i) Income from international sporting events.  

2) Section 10A: Provisions for newly established undertakings in free trade zones, or special economic 

zone.  

3) Section 10AA: Special provisions in respect of newly established units in special economy zone. 

4) Section 10B: Provisions in respect of newly established 100% export oriented undertaking. 

5) Section 10BA: Deduction in respect of export of artistic handmade wooden articles 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 14TH CHAPTER 
 

ASSESSMENT PROCEDURE & RETURN OF INCOME  

 

1) SECTION 139(1): It is compulsory for every company and a partnership firm to file its return of income on or before due 

date irrespective of level of income. Further in case of loss also they have to file return of income in the prescribed 

format. 

2) It is compulsory for every person other than a company and partnership firms to file return of income on or before the 

due date if his total Income or total income of some other person in respect of which he is assessable during the year 

exceeds the basic exempt limit. 

3) Where the assessee is company, partnership firm, a person (other than company) whose accounts are required to be 

audited, a co-operative, the person is working partner of a firm whose accounts are required to be audited, due date is 

31/September/AY and  in any other case due date is 31/ July/AY.  

4) If an assessee has defaulted in filing return of income then he shall be liable to pay interest under section 234A and to 

pay penalty under section 271F. 

5) If the ROI is furnished after the due date or is not furnished at all then assessee has to pay interest under section 234A 

@ 1% pm or part of the month. Interest shall be paid for the period starting from the date next to the due date of ROI 

and ending on the date when ROI is filed.  

6) Section 139(3): It is not mandatory to file a return of loss, as there is no taxable income. However losses of “Non 

speculative business under section 72(1)” ; “Speculative business under section 73(2) ; “Capital Gains under section 74” ; 

“losses from the activity of owning and maintaining of race horses under section 74A”  can be carried forward only if a 

return of loss is filed. However, Loss under “House Property” and “Unabsorbed Depreciation” can be carried forward 

even if return of loss is filed after due date. 

7) Section 139(4): If ROI is not filed within the time allowed u/s 139(1) the AO can issue a notice requiring the assessee to 

furnish ROI within the time specified by him. If the return is not furnished within time allowed u/s 139(1) or within the 

time allowed under notice issued by AO still assessee can file ROI and such ROI shall be know as belated return. Belated 

ROI can be filed before:   

(i) End of one year from the end of relevant AY   or  

(ii) Before completion of assessment whichever is earlier. 

8) Section 139(5): If assessee discovers any omission or wrong statement in return filed u/s 139 (1) or u/s142 (1) he may 

furnish a revised return. ROI can be revised  

i)   Before the end of one year from the end of the relevant assessment year  OR 

ii)  Before the completion of assessment whichever is earlier. 

9) Belated return can’t be revised as was decided by SC in case of KUMAR JAGDISH CHANDRA SINHA.  

10) Return of loss can be revised and as many number of times as one desires but if done within the time limit specified 

11) Every person who has been allotted PAN shall quote it: 

(a) While receiving income on which TDS has to be done and shall be told to the person doing TDS. This is not required 

where income is not chargeable to tax. 

(b) In all return and correspondence with income tax dept. 

(c) Sale/Purchase of Motor Vehicle (Excluding 2 wheelers). 

(d) Sale/Purchase of any immovable property for 5 lakhs or more. 

(e) Sale/Purchase of securities exceeding ` 1 lakhs.  

(f) Application for telephone connection. 

(g) Opening of a Bank Account. 

(h) Payment to hotels or restaurant of bill exceeding ` 25,000 at one time. 
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(g) Time deposits with a bank or post office exceeding `50,000. 

(h) Payment in cash for the bank draft for ` 50000 or more.  

(i) Cash deposit of ` 50000 or more in a bank in one day. 

(j) Payment in cash exceeding ` 25000 in connection with the travel to the foreign country.  

12) Types of return forms applicable are: 

Form no. Form applicable to 

ITR 1 Individual having income from one or more of the following sources: 
a) Salary. 
b) Family pension. 
c) Interest income chargeable as income from other sources. 

ITR 2 An individual or HUF not having income under the head of PGBP 

ITR 3 An individual or HUF being a partner in a partnership firm and whose income under the head PGBP 
comprises only of interest or remuneration received or receivable from that firm. 

ITR 4 Individual or HUF deriving income from proprietary business or profession. 

ITR 5 Any person other than 
a) Individual 
b) HUF 
c) Company. 
d) Person for whom ITR& is applicable 

In other words this form is applicable to partnership firms, AOP/BOI and artificial juridical persons. 

ITR 6 Company except that company for which ITR7 is applicable. 

ITR 7 Any person including company (whether or not registered under section 25 of the companies act 
1956) required to file a return under section 139(4A), (4B), (4C) or (4D) 

ITR 8 A person who is not required to furnish the return of income but is required to furnish the return of 
fringe benefits.  
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 15TH CHAPTER 
 

ADVANCE TAX AND INTEREST PAYABLE  
 

1) Section 207: Advance tax is payable on the income of the current year including on the income of capital gains 

and casual incomes. 

2) Section 208: Advance tax is payable if the income tax after TDS is ` 5000 or more. 

3) Section 209: From the income tax liability, TDS has to be reduced and the balance shall be payable as per 

instalments mentioned in section 211. 

4) Section 210: income tax is payable by the assessee if assessing officer sends him a notice for the same. This 

notice can be sent latest by the last day of the February of the previous year. 

5) Section 211: Advance tax shall be payable as per following instalments. 

Due date of installment Amount payable 

Companies 

On or before 15/06/PY 

On or before 15/09/PY 

On or before 15/12/PY 

On or before 15/03/PY 

 

15% of advance tax payable 

45% of advance tax payable as reduced by any amount already paid. 

75% of advance tax payable as reduced by any amount already paid. 

100% of advance tax payable as reduced by the amount already paid. 

Other than Companies 

On or before 15/09/PY 

On or before 15/12/PY 

On or before 15/03/PY 

 

30% of advance tax payable 

60% of advance tax payable as reduced by any amount already paid. 

100% of advance tax payable as reduced by the amount already paid 

 

6) Section 211B: If assessee does not pay advance tax when he is liable to pay then he will be deemed to be 

assessee in default. 

7) Consequences for non-payment of advance tax shall be 

a) Assessee is known as assessee in default. 

b) Assessee shall be liable to pay interest under section 234C and section 234B. 

c) Assessee shall be liable to pay penalty under section 140A(3) which can be maximum of 100% of such tax.  

8) Section 234A: If the ROI is furnished after the due date or is not furnished at all then assessee has to pay 

interest under section 234A @ 1% pm or part of the month. Interest shall be paid for the period starting from 

the date next to the due date of ROI and ending on the date when ROI is filed.  

9) Section 234B: If assessee has paid advance tax less than the 90% of the assessed tax then he shall be liable to 

pay interest under section 234B at rate of interest payable shall be 1% pm or part of the month. Interest shall 

be paid for the period starting from the 1/4/AY and ending on the date when such tax is paid.  

10)  Section 234C: If any person has not paid his advance tax on the due dates as mentioned in section 211 then 

such person has to pay interest under section 234C at the rate of interest shall be 1% per month or for part of 

the month. The period of interest shall be 3 months but for the last installment the period shall be only 1 

month. 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 16TH CHAPTER 
 

TAX DEDUCTED AT SOURCE  
 
1) Total income of the assessee for the previous year is taxable in the assessment year. However income tax is recovered 

from the assessee in the manner of advance payment of taxes in different installments or by tax deducted at source. 

2) TDS on salaries: Section 192: TDS to be done by employer at the time of payment of salary except in case where salary 

income is less than basic exempt limit. Before deducting TDS the employer should calculate the total income of 

employee and for this deduction under section 80C,80CCC, 80D, 80DD, 80E, 80G, 80GG and 80U should be allowed. 

Salary income shall be reduced by loss of house property before TDS if employee declares such loss. However he can’t 

declare any other loss.  

3) TDS on interest on securities: Section 193: TDS is to be done at time of credit or payment whichever is earlier. No TDS 

is to be done on debenture interest of if interest does not exceed `2500 for the previous year. TDS shall be done by 

the payer @ 10% in case of listed debentures and in case of non-listed debentures @ 20%. If the recipient is a 

domestic company then TDS shall be done @ 20%.  Surcharge and education cess as applicable shall also be charged. 

4) TDS on dividends: Section 194: The domestic company-paying dividend of section 2(22)(e) to a resident shareholder 

shall do TDS @ 20% and no TDS on dividend income of resident individual if it is paid by A/C payee cheque and 

amount does not exceed `2500 during the previous year.  

5) TDS on interest other than securities: Section 194A: TDS shall be done at the time of credit or payment whichever is 

earlier @ of 20% if recipient is company and if recipient is a resident non-company assessee then TDS shall be done @ 

10%. No TDS shall be done if interest payable by a bank, co-operative society and post office is ` 10000 or less , in 

other cases where interest payable is ` 5000 or less.  

6) TDS on winning of lottery/games: Section 194B: TDS shall be done at the time of payment and shall be done @ 30%. 

But if the winning are ` 5000 or less then no TDS is required to be done. 

7) TDS on winning from horse races: Section 194BB: TDS shall be done at the time of payment and shall be done @ 30% 

but if the winning are ` 2500 or less then no TDS is required to be done. 

8) TDS on payment to contractor/sub-contractor: Section 194C: In case of specified payers TDS shall be done at the 

following rates: 

a. 1% and surcharge and education cess of gross receipt in case of advertising and 

b. 2% and surcharge and education cess of gross receipt in any other case 

Payments covered are the payment for work contract and shall be done at the time of payment or credit which ever is 

earlier. No TDS shall be done if the single payment is ` 20000 or less and the aggregate payment does not exceed ` 

50000 during the financial year. Where a resident contractor has to make a payment to another resident contractor the 

TDS has to be done in every case @ 1% plus surcharge and education cess as applicable. No TDS shall be done if the 

single payment is ` 20000 or less and the aggregate payment does not exceed ` 50000 during the financial year. 

9) TDS on insurance commission: Section 194D: TDS shall be done at the time of payment or credit of commission 

whichever is earlier and shall be done @ 10% if recipient is resident non-corporate assessee and if recipient is resident 

company then TDS shall be done @ 20%. There shall be no TDS if payment is ` 5000 or less. 

10) TDS on payment to nr sportsmen and sports institutions: Section 194E: Any person making a payment to a non resident 

sportsman or a sports association. Shall do TDS at the time of making payment or at the time of credit which ever is 

earlier. Rate of TDS shall be 10%.There is no exemption limit under this section.  

11) TDS on payment in respect of national saving scheme: Section 194EE: TDS has to be done by post office for the 

payment of NSS to any person. TDS shall be done on both principal and interest. TDS has to be done by post office at the 

time of making payment @ of 20%. No TDS has to be done by post office is the payment is less than or equal to ` 2500 

or Payment is made to legal heirs of the depositor. 

12) TDS on commission on sale of lottery tickets: Section 194G: TDS has to be done by any person paying commission on 

sale of lottery tickets to any other person. TDS has to be done at the time of payment or credit whichever is earlier at 

the rate of 10%. No TDS has to be done where the payment is less than or equal to ` 1000.  
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13) TDS on commission on brokerage: Section 194H: TDS has to be done by any person paying commission or brokerage. 

TDS has to be done at the time of payment or credit whichever is earlier. TDS has to be done at 10%.No TDS has to be 

done where the payment is less than or equal to ` 2500. Further no TDS shall be done on the payments of commission 

or brokerage payable by BSNL or MTNL to their public call office franchisees. 

14)  TDS on rent: Section 194-I: TDS has to be done at the time of payment or credit whichever is earlier but No TDS has to 

be done where the payment is less than or equal to ` 10000 pm and no TDS if the payee is a government or a local 

authority. TDS shall be done at rate of 10% on rent of plant and machinery. TDS shall be done at the rate of 15% on the 

rent of land, building, furniture and fitting if the recipient is individual or HUF but at the rate of 20% in case of any other 

recipient.  

15) TDS on fee of professional or technical services: Section 194-J: TDS shall be done on fees for technical, professional 

services or on royalty income, at the time of payment or credit whichever is earlier. No TDS shall be done if the payment 

for technical, professional services or of royalty income is ` 20000 or less during the financial year. Rate of TDS: TDS has 

to be done at 10%. Professional services means services of legal, medical, engineering, accountancy, interior decoration 

and Technical services means services of managerial, consultancy services. 

16) In all of the above cases the rate of TDS shall be increased by surcharge and education cess. 
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 17TH CHAPTER 
 

CHARITABLE OR RELIGIOUS TRUSTS  
 

1) Trust means obligations attached to the ownership of the property which arises out of the 

confidence reposed by one person to some another person. The person who imposes such 

confidence is called Author of trust and who accepts such confidence is called Trustee and the 

property in respect of which obligation is attached is called Trust property. 

2) The income of capital gains, voluntary contributions received by trust and similar institutions which 

are registered as companies under section 25 of companies act shall be exempt from tax if trusts is a 

registered trust and its accounts are audited.  

3) Trust must utilized 85% of its income within the same previous year for acquiring assets or to 

promote the objects of the trust. A trust can use the money for revenue or capital expenditure 

provided the expenditure is done for the purpose of promoting the objects of trust. 

4) If the funds can not be used then funds can be accumulated but accumulation is not allowed for the 

period exceeding 5 yea` Further the amount so accumulated should be invested in the specific 

investments such as in any account in the post office, deposit in any account of a scheduled bank, 

Units of UTI, Securities issued by central or state government. 

5) Anonymous donations (when name and address of donor is not maintained) shall not be exempt 

and hence shall be taxable at the rate of 30%. However in the case of religious trust it shall not be 

taxable.  

6) Trust has to submit application for registration to CIT before the expiry of 1 year from the date of 

creation of trust. CIT after satisfying himself about the genuineness of the activities of the trust shall 

pass the orders in writing registering the trust. The time limit for passing the orders is 6 months 

from the end of the month in which the application was made. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



SUMMARY OF TAXATION AY 2011-12 (for CA – IPCC / CS – Executive / CWA – Intermediate)   Compiled By : Mukesh Agarwal Research Group 

 

AA EE CC II nn dd ii aa . C o m m e r c e  Gopal Madhav Extension Place, Shinde Ki Chhawani, Gwalior-474001 +91-751-2424240, 98930-16415, 9827204115 

India’s Leading CS / CA Classes  - Page 50 of 56 - Web: www.aeccsca.blogspot.com; E-mail: aec.com@gmail.com 

 

 

For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 18TH CHAPTER 
 

INCOME TAX RATES FOR AY 2011-12  
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 19TH CHAPTER 
 

ASSUMPTIONS   
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For CA – IPCC / CS – Executive / CWA – Intermediate  
 

SUMMARY OF 20TH CHAPTER 
 

MEANING OF RELATIVE   
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New Batches for CS – Executive / CA – IPCC Starting from June 2011 

(Admission opens only for limited seats) 

All 

The Best 
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