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UNIT-I
INCOMEFROMCAPITALGAINS(SEC-45)

Introduction
U/S45(1)anyprofits&gainsarisingfromthetransferofacapitalasseteffectedinthepreviousyearsha
lichargeabletoincometax underthehead "Capitalgains”.
» Incomearisingfrom thetransferofcapitalasset.
» Effectedinthepreviousyear.

Capitalassets[sec 2(14)]

Capitalassets
referstopropertyofanykindwhetherfixedorcirculatingmovableorimmovable tangible or
intangible help by an assessee including property of his business orprofession.Heldby
connectedwithhisbusinessorprofession.

Examplestypesofcapitalassets.
Movable(or)immovable
Tangible(or)intangible
Fixed(or)floating
Goodwill
Leaseholdrights

YVVVVYVYY

Typesofcapitalassets
» Short-termcapitalassets
» Longtermcapitalassets

Shorttermcapitalassets[sec2(42-4)]

» Short-term
capitalassetreferstoanyasset,whichisheldbytheassesseefornotmorethan36mont
hsimmediatelypriorto thedateoftransfer.

» Incaseofshares{equityorpreference},securitieslistedinanyrecognizestockexcha
nge in India, units of UTI, units of Mutual Fund and Zero coupon bond-ifthe
assesse holds the asset for not more than 12 months immediately prior
tothedateoftransfer.

Long-termcapitalassets

Anyasset,whichisheld for morethan36monthsorl2monthsasthecasemaybe,willbe
termed as long-term capital assets. In other words, all assets other than short-term
capitalassetsarecalledlong-termcapitalassets.

Short-termcapitalgain
Anygainfromthesaleortransfer ofshort-termcapitalassetswillbetermedasshort-
termcapital gain.

Long-termcapitalgain
Any gain from the sale or transfer of long-term capital assets will be termed as long-
termcapital gain.

Indexedcost(section48)

Indexed cost refers to cost, which has been proportionately converted with the
costinflation index. It includes both cost of acquisition as well as cost of improvement. In case
ofbondsanddebentures,exceptcapitalindexedbondsissuedbythegovernmentnootherbondsorde



benturesshouldbeindexed.




Theindexedcostshouldbecalculatedasfollows:

Cost
IndexCost= IndexoftheYearofAcquisition(O >< Indexofthe Yearofsale
R)Improvement

Note:indexedcostofacquisitionor indexedcostof
improvementcanbecalculatedintheabovemethod.

Thegovernmentshavenotifiedthefollowing“costinflationindex”

Sr Financialyear Costinflation index

1 2001-02 100

2 2002-03 105

3 2003-04 109

4 2004-05 113

5 2005-06 117

6 2006-07 122

7 2007-08 129

8 2008-09 137

9 2009-10 148

10 2010-11 167

11 2011-12 184

12 2012-13 200

13 2013-14 220

14 2014-15 240

15 2015-16 254

16 2016-17 264

17 2017-18 272

18 2018-19 280

Format
Short-termcapitalgain
Date Particulars Amount Amount
Salesvalue(salesconsideration) o
Less:Expensesonsales(or)Transfer g ok & ok kK
Less:
i.  Costofacquisition I
ii. Costofimprovement I

%k kk ok

Taxableshorttermcapitalgain ok




Long-termcapitalgain

Date Particulars Amount Amount
Salesvalue(salesconsideration) * ok ok x
Less:Expensesonsales(or)Transfer *okk ok ok k ok
Less:

i. IndexedCostofacquisition
ii. IndexedCostofimprovement
ok %k %k ok
Long-term capital ok ok
gainsLess:ExemptionU/
S54
a. U/s54-Inrespectofresidentialhouse L
U/s54(B)-Inrespectofagriculturalland
U/s54(D)- ok
Inrespectofcompulsoryacquisition
of landandbuildings
d. U/s54(EC)- rkk
Inrespectofimprovementinspecificbo
nds %k %k %k k
e. U/s54(ED)-
Inrespectoflistedsecurities o
and units
f.  U/s54(F)- ol
Inrespectoflongtermcapitalasset
S %k %k %k k
g. U/s54(G)-
Inrespectofshiftingofindustrialuni
tsto ruralarea i i
h. U/s 54(GA)-In respect of shifting
ofindustrialunitstospecialeconomic
zone %k %k %k k
i. U/s54(GB)-
Inrespectofcapitalgainontransferofresi
dentialproperty e
j.  U/s 54(H)-In respect of acquiring ok
newassetordepositingorinvestingamou
ntofcapitalgain.
Taxablelongtermcapitalgain oAk

Problem:4

Calculate taxable capital gain. An asset was purchased in the year 2008-09 for Rs.7,
00,000.DuringthepreviousyearitwassoldforRs.15,00,000.Expensesinconnectionwiththetransfer
ofsaleis Rs. 10,000.[CII 2008-09: 137;2018-19:280]




Solution

Calculationofcapitalgain

Date Particulars Amount Amount
Saleconsideration 15,00,000
Less:Expensesinconnectionwithtransfer

10,000
Netsales
14,90,000
Less:Indexedcost[LTCG]
=7,00,000*280/137
14,30,657
LTCG 59,343
Problem:4
Fromthefollowingdetailscalculatecapitalgains.

a) Saleconsiderationofresidentialhouse25,00,0000n26-10-2018[ClI:280]

b) Costofacquisitionofthehouseon1-8-2008isRs.7,02,000[ClI:137]

c) Newresidentialhouseacquiredon2"February2019isRs.7,50,000

Solution
Calculationofcapitalgain
Date Particulars Amount Amount

Saleconsideration 25,00,000
Less:Expensesinconnectionwith
transfer NIL
Netsales 25.00,000
Less:Indexedcost[LTCG]

LTCG 10,65,255




UNIT-II
INCOMEFROM OTHER SOURCES(IFOS)

Introduction

Any income which is taxable under the act does not place. Under any of the first

fourheads of income is taxable under the head. It includes (salary, house property, business
orprofession &capitalgain)

» Dividend

» IncomefromWinningsfromlottery,Crosswordpuzzles,Races,Cardgames,Gamblinga
ndbetting.

Employercontributiontoprovidentfund,receivedbytheemployer
Interestonsecurities.
Incomefromlettingonfurnitureplantandbuilding&Machinery.
Amountofgiftsbesidesthesesomeotherincomesaretaxableunderthisheadof
income, like interest other than interest on securities, income from
royalty,directorfees,commissionetc.

» Incomefromsub-lettinghouse

YV VY

BondWashingTransaction

It is not advisable to avoid tax. When on the eve of the due date securities are

soldafriends orrelatives having taxable income below the minimumlimit of taxation
andboughtbackimmediatelyafterduedate,showthathedoes notremaintheownerof thesecurity.

On the due date and is saved from paying tax on their interest it is called a

BondWashingTransaction.

Thefollowingformulamaybeusedtofindoutthegrossamountindifferentcircumstances.(FortheA.Y20

19-20)

Inthecaseofanindividual
Wherethepersonisresidentinindia

a) InterestreceivedonTax-freegovernmentsecurities-Exempt

b) Interestreceivedonless-taxcentralorstategovernmentsecuritiesnottobegrossedup

c) Interestreceivedonsavings(taxable)bonds,ifinterestexceedsRs.10,000
Interestreceived*100/90

d) Interestrecoveredondebenturesofalocalauthorityoracorporationordebenturesofacompa
nylistedinarecognizedstockexchangeinindia.
Interestreceived*100/90

e) Interestreceivedonotherdebenturesandothersecurities.
Interestreceived*100/90

f) Onincomefromwinningsfromlotteryandcrosswordpuzzles.
Winningsreceived*100/70

IncaseofCompany

a) Oninterestonsecurities:
Interestreceived*100/90

b) Oninterestotherthan interestonsecurities:
Interestreceived*100/90

¢) Onincomefromwinningsfromlotteryandcrosswordpuzzles:

Winningsreceived*100/70



SimpleformatforcalculationoflncomefromOtherSources

Date Particulars Amount

i.  DividendfromIndiancompany ok
ii. Interestfromsecurities ok x
ii. Casualincome ke

iv.  Incomefromlettingofplantandmachinery,furniturebuil
dingetc. ok k ok
v.  Familypension ok
vi.  Royalty ok
vii.  Examinershipremuneration ok

viii.  Anyotherincomewhichcannotbeincludedinsalary,hou

seproperty,businessorprofession,capitalgains
%k %k %k k
IncomefromOtherSources okokx
Problem:1

1.Fromthefollowingparticulars,computetheincomefrom othersourcesforA.Y.2019-20
i)  Winningsfromhorseraces10,000

ii) Winningsfromlotterytickets(NET)60,000
iii) Amountspentonlotterytickets10,000
iv) Dividendreceived32,000

Solution
ComputationofIncomefromOtherSources
Date Particulars Amount Amount
I.  Winningsfromhorseraces 10,000
II.  Winningsfromlotterytickets(NET)(
60,000*100/70) 85,714
. Amountspentonlotterytickets NIL
V. Dividendreceived 32000
Incomefromothersources 1,27,714

Note:Expensesonlotteryticketsnotapplicable

Problem:2

Mr.Raghul earned the following incomes during the previous year ending on 31

march2019.computehis taxablelFOS.
IncomefromagriculturallandinBurma3,60,000
IncomefromagriculturallandinKeralal,80,000
Interestonfixeddepositsinindianbank 16,200
Dividendsfromco-operativesociety12,000
Directorsfees10,000
NetwinningsfromManipurlottery4,20,000

l.
.
.
V.
V.
VI.




Solution

ComputationofiIncomefromOtherSources

Date Particulars Amount Amount
I.  IncomefromagriculturallandinBurma
IIl.  IncomefromagriculturallandinKerala 3,60,000
lll.  InterestonfixeddepositsinindianBa
nk(16,200*100/90) Exempt
IV.  Dividendfromco-operativesociety
V. Directorsfees 18,000
VI.  NetwinningsfromManipurlottery(4
,20,000*100/70) 12,000
10,000
6,00,000
Incomefromothersources 10,00,000
Problem:3
Mr.AjaigetsthefollowinggiftsinJuly(PY2018-19)
I.  GiftofRs.50,000fromhisfriend
Il.  GiftofJewelersworthRs.2,00,000fromhisfiancée
lll. GiftofRs.21,000from histwofriendsonmarriage
IV.  Giftof41,000fromhisfriend
V.  GiftofRs.26000frombrother’sfatherinlaw
VI.  GiftofRs.35,000fromhiswife’sfriendontheoccasionofmarriage
VIl.  GiftofRs.68,000fromhis father’sbrothers
Solution
ComputationofIncomefromOtherSources
Date Particulars Amount Amount
I.  GiftfromhisFriend 50,000
Il.  Giftreceivedfromfiancée 2,00,000
lll.  Giftreceivedoccasionofmarriage
IV.  Giftreceivedfrom hisfriend Exempt
V.  Giftreceivedfrombrothersfatherinla 41,000
w
VI.  Giftreceivedoccasionofmarriage 21,000
VIl.  Giftfromhisfather’sbrother
Exempt
Incomefromothersources 3,12,000
Problem:4

Mr.Ramisinvestmentduringtheyearended2019consisted ofthefollowing:
7%Governmentsecurities 25,000
8%Agramunicipalbonds15,000
9%BombayPortTrustBonds20,000
7%Govt.Bonds18,000

6%securities ofaforeigngovernment15,000

l.
.
.
V.
V.




VI.

InterestcreditedtoSukanyaSamridhiA/c

He paid Rs, 60 as commission for collecting the taxable interest on securities and
Rs.1,200asinterestonthe loanwhichhe hadtakenforthepurposeofpurchasingthe
BombayPortTrustBonds. Findouthis incomefromothersources.

Solution

ComputationofiIncomefromOtherSources

Date Particulars Amount Amount
I.  7%Governmentsecurities(25000*7/100)
II.  8%Agramunicipalbonds(15,000*8/100) 1,750
.  9%Bombayporttrustbonds(20,000*9/100)
IV.  7%Governmentbonds(18,000*7/100) 1,200
V.  6%Securitiesofa
foreigngovernment(15,000*6/100) 1,800
VI. InterestcreditedtoSukanyasamridhiA/c 1,260
Less:Deduction
a) Commission 900
b) InterestonloantakenforpurchasingBo Exempt
mbayporttrustbonds
60 6,910
1,200
1260

Incomefromothersources

5,650

11



UNIT- 1l
SET-OFFANDCARRYFORWARDOFLOSSES(SEC70-80)

Introduction

Theconceptofsetoffandcarriedforwardcomesintopictureonlywhenthereislossany source

of income (except salary). To make it clear it that to be studied of in twoseparations.

>
>

Intersources adjustments(withinthesamehead ofincome)- sec70
Interheadadjustments (withoverheadofincome)-sec71

Pointstobekept inmindincaseofset-offoflosses

>

>
>

Loss from speculative business cannot be set-off from any other income except
incomefromspeculativebusiness.

Long-termcapitallosscanbeset-offonly from long-termcapitalgain.
Lossfromowningandmaintainingofracehorsescanbeset-
offonlyfromanyincomeearnedfromowning andmaintaining ofhorseraces.
Anyotherlosscanbeset-offfromanyotherheadsofincome[housepropertyloss,Non-
speculativebusinessloss,Short-termloss andothersourceloss]
Lossfrombusinesscanbeset-
offfromHouseproperty,Capitalgainsandothersourcesexceptsalaries.

Carry-forwardandset-offoflosses
a) Incomefromsalary

Thequestionofcarry-forwardandset-

offwillnotariseinthisheadofincomebecausetherewillbenolossunderthisheadofincome.

b) Income(loss)fromHouseproperty

» Losswhichcannotbeadjustedduringa financialyearcanbecarried forward

» Losscanbecarriedforwardforaperiodof8 years.

» Carriedforwardlossshouldbeset-
offonlyfromHousepropertyincomeandnotfromanyotherincome.

» Returnoflossshouldbefiled withinthetimelimit.

c) Income [loss] from
businessNon-
speculativebusinessloss

» Losswhichcannotbeadjustedduringa financialyearcanbecarried forward
» Losscanbecarried forward foraperiodof8years

» Carriedforwardlossshouldbeset-
offonlyfromBusinessorprofessionalincomeandnotfromany otherincome.
Itisnotnecessarythatlossshouldbelongtothesamebusiness.Continuityofbusine
ssis notnecessarytocarry forward andset-off.

Returnoflossshouldbefiled withinthetimelimit.

Speculativebusinessloss

Losscanbecarried forwardandset-offonlyfromspeculativeincome.
Losscanbecarried forward foraperiodofdyears
Itisnotnecessarythatlossthesamebusinessshouldbecontinued.
Returnoflossshouldbefiled withinthetimelimit.

Y

VVVVVY
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d) Income[loss]fromcapitalgains

>
>
>

>

>
>

Losswhichcannotbeadjustedduringa financialyearcanbecarried forward
Lossshouldbeadjustedonlyfromcapitalgains.

Long-term capital loss can be carried forward and set-off only from long-
termcapitalgainand notfromshort-termcapital gain.
Short-termcapitallosscanbecarriedforwardandset-offfrom bothlong-
termandshort-termgains.

Losscanbecarriedforwardforaperiodof8 years.

Returnoflossshouldbefiled withinthetimelimit.

e) Income[loss]fromothersources

>
>

>
>

Problem:1

Lossfromowningandmaintainingofracehorsecomesunderthishead.
Suchlosscanbecarried-forwardandset-offonly againstanyincome
fromowningandmaintaining of racehorses.
Losscanbecarriedforwardforaperiodof4 years.
Returnoflossshouldbefiled withinthetimelimit.

ComputethetaxableincomeandlosstobeC/F

l.
.
.
V.

Solution

BusinessprofitfortheP.Y2018-1920,000
B/Fbusinesslossesof2017-18Rs.10,000
CapitallossonsharesRs.70,00
Lossfromself-occupied house(U/S24)Rs.5,000

Calculationoftotalincome

Date Particulars Amount Amount
Businessprofit-2018-19 20,000
Less:B/Fbusinessloss2017-18 10,000

10,000
Less:lossfromself -occupiedhouse(U/S24) 5,000
Totalincome 5,000
Problem:2

Mr.Singhfurnishesthefollowingparticularsofhisincomesfortheassessmentyears2018-2019

a.

"m0 o0 T

Incomefromletouthouse(computed)95,000
Profitfromradiobusiness1,96,000
Profitfromelectricbusiness18,000
Speculationincome19,000
Shorttermcapitalgains32,000
Longtermcapitalgains92,500

Currentyear’sdepreciationamountedtoRs.25,000
ThefollowingitemshavebeenbroughtforwardfromtheprecedingAY:
(i)  Lossfromcyclebusiness2016-2017=39,000



(ii)  Lossfromelectricbusiness27,000

(iii) Lossfromradiobusiness19,000

(iv) Unabsorbeddepreciation10,000

(v)  Speculationloss32,000

(vi) Shorttermcapitallossfrom 2013-2014=41,000
(vii) Longtermcapitallossfrom2014-

2015=64,500Youarerequiredto computethegrosstotalincome.

Solution
Calculationoftotalincome

Date Particulars Amount Amount
(i) House property 9,500
incomeLess:B/Floss 3,000 6,500
(ii) Businessincome:Radiobusiness
] 19,600
Interestfromfirm
1,800
Less:CurrentDepreciation 21,400
500
20,900
Less:BusinesslossB/FD 4,600
! 16,300
Less:Unabsorbeddeprecation 1,000
15,300
(iii) Speculation business
. A 1,900
incomeLess:Speculation loss B/FD
3,200
Losscarriedforward -1,300
(iv) Capitalgains:
(a) STCG 3,200
Less:B/FDSTCL 4,100
STCLC/f -900
(b) Long-termcapitalgain
Less:B/FDLTCG 1,400
3,950
LTCLC/F 2,550




StatementofGrossTotalincome

15

Date Particulars Amount Amount
a. Incomefromhouseproperty 6,500
. Incomefrombusiness 15,300
c. Capitalgain NIL
GrossTotalincome 21,800
Note:

(i) Speculationlosscanbeset-offagainstspeculationprofitsonly.
(ii) Brought forward short-term capital loss can be set-off against short-term

capitalgainsas wellas long-termcapitalgain.

(iii) Broughtforwardlong-termcapitallosscanbe set-offagainstlong-

termcapitalgainsonly.



UNIT- IV

DEDUCTIONFROM GROSSTOTALINCOME[SECTION80CTO80U]

Introduction

The aggregate of income computed under each head, after giving effect to
theprovisions for clubbing of income and set off of losses, is known as “Gross Total Income”.
Incomputingthetotalincome ofanassesse,certaindeductionsarepermissible
undersections80Cto80UfromGross Total income.

Section  |NatureofPayment  |whocanClaim |

80C LifelnsurancePremium,ProvidentFundContribution(Maximum|individuals
:Rs. 1,50,000)
80CCC PensionFund[Maximum:Rs.1,50,000 Individuals
80CCD(1) Deduction available in respect of Employee’s / Individuals
AssessesContributiontoNationalPensionScheme(NPS)[S
ection80CCD(1)]
80CCD(1B) AdditionalDeductionofRs.50,000isavailableinrespectof Individuals
Employee’s/AssessesContributiontoNationalPensionScheme(
NPS)[Section 80CCD(1B)]
80CCD(2) DeductionavailableinrespectofEmployer’sContributiontoNati [Employees
onalPension Scheme(NPS)[Section80CCD(2)]
80D DeductioninrespectofHealthorMedicallnsurancePremium Individual/HUF
80DD Deduction in respect of Maintenance Including ResidentIndi
MedicalTreatmentofa DependentwhoisaPersonwithDisability [vidual/Reside
ntHUF
80DDB DeductioninrespectofMedicalTreatment,etc. Residentlin
dividual/
ResidentHUF
80E PaymentofinterestofLoantakenforhigherstudies Individual
80EE DeductioninrespectofinterestonLoantakenforResidentialHou |Individual
seProperty
80G DeductioninrespectofDonationstocertainFunds,Charitablel  |AllAssesse
nstitutions,etc.[Section 80G]
80GG DeductioninrespectofRentsPaid[Section80GG] Individual
80GGA DeductioninrespectofcertainDonationsforScientificResearcho|All assesses
r RuralDevelopment[Section80GGA] nothaving
anyincomecharg
eable underthe
head 'Profitsand
gains
ofbusinessor
profession'
80GGB/GGC |ContributiontoPoliticalParties
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http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80C.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80CCC.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80CCD.html#4
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80CCD.html#5
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80CCD.html#6
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80D.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80DD.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80DDB.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80E.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80EE.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80G.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80GG.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80GGA.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deductions-from-Total-Income.html#13

80-IA DeductioninrespectofProfitandGainsfromIndustrialUndertaki |AllAssesse
ng or Enterprises engaged in
infrastructureDevelopment[Section80IA]

80-1AB Deductioninrespectofprofitsandgainsbyanundertakingor Developers
an enterprise engaged in development of
SpecialEconomicZone(SEZ)

80-IAC SpecialProvisioninrespectofEligibleBusinessofEligibleStartU  |Companies/LLPs
p[Section 80-IAC][W.e.f.A.Y. 2017-18]

80-IB DeductioninrespectofProfit&GainfromcertainindustrialUnder |AllAssesse
taking other than Infrastructure
DevelopmentUndertaking[Section80-IB]

80-IBA DeductioninrespectofProfitsandGainsfromHousingProjects[S |AllAssesse
ection80-IBA]

80-IC Deduction in respect of Profits and Gains of AllAssesse
CertainUndertakingorEnterprises
incertainSpecialCategoryStates.[Section 80-IC]

80-ID DeductioninrespectofProfitsandGainsfromBusinessofHotelsa |AllAssesse
ndConventioncenterinNCR

80-IE Deduction in respect of certain undertaking in North- AllAssesse
EasternStates

80-JJA Deduction In Respect Of Profit And Gains From Business AllAssesse
OfCollectingAndProcessing OfBio-DegradableWaste

80-JJAA DeductionIlnRespectOfEmploymentOfNewEmployees[Section|AllAssesse
80-JJAA]w.e.f.A.Y. 2017-18

80LA DeductioninrespectofcertainincomesofOffshoreBankingUnits |ScheduledBanks
andInternationalFinancialServicesCentre

80P DeductioninrespectofincomeofCo-operativeSocieties Co-

operativesSoc
ieties

80PA DeductioninrespectofincomeofFarmProducerCompanies[W.e|Producers
f.A.Y.2019-20] Companies

80QQB Deduction in respect of royalty income, etc., of authors ResidentIn
ofcertainbooksotherthantextbooks[MaximumRs.3,00,000] |dividuals

80RRB Deductioninrespectofroyaltyonpatents[MaximumRs.3,00,000|ResidentIn
] dividuals

80TTA Deductioninrespectofintereston Individuals/HUF
depositsinsavingsaccountstothemaximumextentofRs.10,000

80TTB Senior citizen to be allowed a deduction of Rs. 50,000 SeniorCitizens
onaccount of interest on deposits with Banks / co-
operativebank/postoffice.
[W.e.f.A.Y.2019-20]

80U Deductionincaseofapersonwithdisability[Maximum:Rs.1,25,0 |ResidentIn
00] dividuals

Problem:1
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http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-IA.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-IAB.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-IAC.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-IB.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-IBA.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-IC.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-ID.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-IE.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-JJA.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-JJAA.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-LA.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-P.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80-PA.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80QQB.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80RRB.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80TTA.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80TTB.html
http://incometaxmanagement.com/Pages/Tax-Ready-Reckoner/GTI/Tax-Deductions/Deduction-Under-Section-80U.html

Mr.Vasanthpreviousyear’sgrosstotalincome isRs.5,00,000.Hehasmade thefollowingdonations.

Calculatethenet income.

» NationalfoundationforcommunalharmonyRs.10,000

» Nationalchildren’sfundRs.20,000
» Nationaldefence fundRs.25,000

Solution
Date Particulars Amount Amount
GrossTotallncome 5,00,000
Less:deductionu/s80G
i NFGH-100%-Nolimit 10,000
ii.  NCF-100%-Nolimit 20,000
iii. NDF-100%-Nolimit 25,000 55,000
Netincome 4,45,000
Problem:2

Calculatethedeductionallowableundersection80GGtoanAssessehavingthefollowingincomes

fortheassessmentyear2019-20:

Particulars Amount

Businessincome 55,000
Interestfrombank 5,000
Totalincome 60,000

RentpaidbyhimforahouseoccupiedbyhimforthepurposeofhisresidenceisRs.1,250permonth

Solution
Computationoftaxableincome
Date Particulars Amount Amount
Businessincome 55,000
Incomefromothersources:
Bankinterest 5,000
Grosstotalincome 60,000
Less:Deduction
Deductionu/s80GGinrespect ofrentpaid
9,000
Taxableincome 51,000

Workingnote:

Deductioninrespectofrentpaidu/s80GG:(leastofthefollowingexempted)

» Rs.5,000permonthi.e.,Rs.60,000

» 25%0fGTI(GTI-deductionsu/s80-LTCGandSTCGonsale

oflistedshares(60,000)*25/100=Rs,15,000

» Rentpaid-10%ofincome(1,250*12)-[10/100*60,000]15,000-6,000=9,000




Problem:2

Mr.Gopiwhoistotallyhandicappedprovidesyouthefollowinginformation.Computethetaxa

bleincomefortheassessmentyear2019-20.

Particulars

Anount

Salary(perannum)
InterestonBankSavingAccountin
terestonGovt.SecuritiesLongter
mcapitalgain

Short term capital
gainWinningsfromlotteries(gr
oss)DepositinPPF
NSC(VIIl)purchasedduringtheyear

Solution
ComputationofTotalincomeofMr.Gopi,ahandicappedassessee
Date Particulars Amount Amount
Incomeundertheheadsalary:
Grosssalary 1,30,000
Less:standarddeductionu/s:16(i) 40,000 90,000
Capitalgain:
Long-term capital 40,000
gainShort- 10,000 50,000
termcapitalgain
Income from other 15,000
sources:Interest on bank 4,000
savingsinterestonGovt.sec 20,000 39,000
uritiesWinningfromlotterie 1,79,000
s
Less:deductions: 40,000
(i) u/s 20,000
80C:P 60,000
PFNSC 75,000
(ii) U/S80Uinrespectofhandicappedas
sessee
(iii) U/S 80TTA: savings bank 10,000
depositsinterest(leastofRs.10,0000r1 1,45,000
5,000)
Taxableincome 34,000

VarioustypesofAssessmentunderincomeTaxAct,1961(AmendedbyFinanceAct,

2016)

EveryPerson,whoisearning,whichischargeabletotax,hastofurnishhisreturnof

income to the Income Tax Department. After filling of return of income, the next step is
theprocessing of income tax return by the Income Tax Department. The income tax
departmentexamines the return of income and specifies any correction, if any. The process of
examinationofthereturnofthelncomeTaxDepartmentiscalled"Assessment".Assessmentincludesr

e_

19



20

assessment and best judgment assessment under section 147 and 144 respectively.Each type
ofassessmentis discussedindetail inthis article.

Typesof Assessment
UnderincomeTaxAct,1961,therearefourtypesofassessmentasmentionedbelow:
Selfassessment—u/s140A

Summaryassessment—u/s143(1)

Scrutinyassessment—u/s143(3)

BestJudgmentAssessment—u/s144

Protectiveassessment
Re-assessmentorincomeescapingassessment —u/s147
Assessmentincaseofsearch—u/s153A

YVVVVVVY

Self-assessment
Submittingreturnsassesseisfindwhetherheisliableforanytaxorinterest.Forthispurposethi

s section has beenintroducedinincometaxact.

Whereanytaxispayableonthebasisofanyreturnrequiredtobe

furnishedundersection139orsection142orsection148orsection153A,afterdeducting:

AdvancetaxPaid,ifany

TDS/TCS

Relief

MATcredit

Y VVYVY

Thenassesseshallpaytax&interestbeforefurnishingreturnandproofofsuchpaymentwil
| beaccompaniedwiththereturn ofincome.
Summaryassessment

Assessmentundersection143(1)islike preliminarycheckingofthereturnofincome.Underthis
section, Income tax department sent intimation u/s 143(1) in which comparative IncomeTax
computation [i.e. as provided by Tax payer in Return of Income and as computed u/s143(1)] is
sent by Income Tax Department. At this stage no detailed scrutiny of the Return ofIncome is
carried out. At this stage, the total income or loss is computed after making
thefollowingadjustment(ifany),namely:

» Anyarithmeticalerrorinthereturn.
» Anincorrectclaim,ifsuchincorrectclaimisapparentfromanyinformationintheret
urn.
» Disallowance oflossclaimed,ifreturnofthepreviousyearforwhichsetoffofloss is
claimed was furnished beyond the due date specified under section139(1).
» Disallowanceofexpenditureindicatedintheauditreportbut
nottakenintoaccountincomputingthetotalincomeinthereturn.
> Disallowance of deduction claimed under section 10AA, 80-1A, 80-1AB, 80-IB, 80-
IC, 80-ID, or section 80-IE, if the return is furnished beyond the due
datespecifiedundersection139(1).
» Additionofincomeappearinginform26ASorform16AorForm16whichhasnotbee
n includedin computingthetotalincomeinthereturn.
TimeLimit
Assessmentu/s143(1)canbemadewithinaperiodofoneyearfromtheendoffinancialyearin
whichthereturnof incomeis filled.


https://www.caclubindia.com/articles/section-43-b-of-income-tax-act-1961-1851.asp

ScrutinyAssessment

Scrutinyassessmentrefertotheexaminationofareturnofincomebygivingopportunity to the
assesse to substantiate the income declared and the expenses, deduction,losses, exemptions,
etc. claimed in the return with the help of evidence. During the course ofscrutiny, the assessing
officer gets opportunity to conduct enquiry as he deemed fit from theassesse and from third
parties. The exercised isaimed at ascertaining whether theincome inthe return is correctly
shown by the assesse and whether the claims for deductions, exemptionsetc. are factually and
legally correct. If any omission, discrepancies, inaccuracies, etc. comeslight to as a result of
examination, the assessing officer makes his own assessment of
theassesse’staxableincomeaftertakingintoconsiderationalltherelevantfacts.Theseassessmentsar
emadeundersection 143(3)oftheincometaxact.

ThecaseselectedforScrutinyAssessmentcanbeofbytwotypes- i.e.
1. Manualscrutinycases
2. CompulsoryScrutinycases.

(1) Manualscrutinycases
Followingcanbereasonformanualscrutinycase:

» NotfilinglncomeTaxReturn

» Declaringlesserincome
comparedtoearlieryearorDeclaringmorelosscomparedtoearlieryear.
MismatchinTDScreditbetweenclaimand26AS.
Nondeclaration ofexemptincome.
Claiminglargerefundsinreturnoflncome.
Takingdouble benefitduetochangeinJob.
HighValueTransaction(asreflectedinAlIR).

YVVVYVY

(2) CompulsoryScrutinycases
Thefollowingcasesarecompulsorilyselectedforscrutiny:

» Cases involving addition in the earlier assessment year in excess of Rs. 10 lakhs on
asubstantial and recurring question of law or fact which is confirmed in appeal or
ispendingbeforeanappellateauthoritymaycomeundercompulsoryscrutiny.

» Cases involving addition in an earlier year on the issue of transfer pricing in excess of
Rs.10croreormoreonasubstantialandrecurringquestionoflaworfactwhichisconfirmedinap
peal or is pendingbeforeanappellateauthority.

» Computer Added Scrutiny Selection (CASS): cases are also being selected under CASS
onthe basis of broad based selection filters. List of such cases shall be separately
intimatedinduecoursebyDGIT(system)tothejurisdictionalconcerned.Thecasesforthispurp
ose are mostly selected through the process of computer assisted scrutiny
selection(CASS)andthereisnoelementofsubjectivity inthisprocess.

» Cases in respect of which specific and verifiable information pointing out tax evasion
isgivenbyGovernmentDepartment/Authorities.TheAssessingOfficershallrecordreasonsan
dtakepriorapprovalfromPr.CCIT/CCIT/Pr.DGIT/DGITconcernbeforeselectingsuchacasefor
scrutiny.

» Cases where order denying the approval u/s 10 (23C) of the Act or withdrawing
theapproval already granted has been passed by the competent authority, yet the
assessefound claimingtaxexemption undertheaforesaid provision oftheAct.
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Therecan betwotypes ofscrutinyassessmenti.e.(1)Limitedscrutinyassessmentand
(2) Complete Scrutiny Assessment. When case is selected for Limited scrutiny
assessment,assessing officer can ask only the details regarding the reason behind the
selection of
anyspecificmatter.However,incaseofCompleteScrutinyAssessment,Assessingofficercan
askcompletedetailsof transactionreflectinginthereturnoftheincome.

BestJudgmentAssessment

Section 144 of Income tax act, 1961 speaks about Best Judgment Assessment. In
thebest judgment assessment, an assessing officer makes an assessment based on his
bestreasoning.Assesseshouldneitherbedishonestinhisassessmentnorhaveavindictiveattitude.

TherearetwotypesofBestludgmentAssessment

» Compulsory best judgment assessment: It is done when assessing officer finds
thatthereisanactamountingtononco-
operationbytheassesseorwhereassesseisfoundtobeadefaulter insupplying
informationtothedepartment.

» Discretionarybestjudgmentassessment:ltisdoneincaseswhereassessingofficerisdissati
sfied with the authenticity of the accounts given by the assesse or where
noregularmethodofaccounting has beenfollowedbytheassesse.

TheprocessofBestJudgmentAssessmentisappliedinconformitywiththePrincipleofNatural
justice. As per the provision of Section 144 of the Income Tax Act, 1961, the Assessingofficer is
supposed to make an assessment of the income of an assesse to the best of
hisJudgmentinthefollowing cases:

» Ifthepersonfailstomakereturnu/sasrequired 139(1)and
hasnotmadeareturnorarevisedreturnundersub-section(4)or(5)ofthatsection;or
» If any person fails to comply with all the terms of a notice under section 142(1) or

failstocomplywiththedirectionrequiringhimtogethisaccountauditedintermsofsection142

(2A);0r

» If any person after having filed a return fails to comply with all the terms of a
noticeundersection143(2)requiringhispresenceorproductionofevidenceanddocuments
;or

» If the Assessing officer is not satisfied about the correctness or the completeness of
theaccounts of assesse or if no method of accounting has been regularly employed by
theassesse.

In the case of best judgment assessment, anassesse has a right to file an appeal u/s
2460rtomakeanapplicationforrevisionu/s 264tothecommissioner.

Oneshouldalsokeepinviewthefollowing

The best judgment assessment can only be made after giving the assesse an
opportunityof being heard. Such opportunity shall be given by issue of a notice to the assesse to
showbecause why the assessment should not be completed to the best of his Judgment and

thatopportunityforhearingwillnotbenecessarywherenoticeu/s142(1)alreadybeenissued.
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Protectiveassessment

Though there is no provision in the income tax act authorizing the levy of income tax
ona person other than whom the income tax is payable, yet it is open to the authorities to
make aprotective or alternative assessment if it is not ascertainable who is really liable to pay
the taxamongafew possiblepersons.

In makinga protectiveassessment, the authoritiesaremerely makingan assessmentand
leaving it as a paper assessment until the matter is decided (as to whom the asset ownedby)
one way or another. Furthermore, a protective order of assessment can be passed but not
aprotectiveorderofpenaltymust,howeverbenotedthatwhileprotectiveassessmentispermissible,a
protectiveorderforrecovery isnotpermissible.

Re-Assessment(or)iIncomeescapingassessment

Re-
assessmentiscarriedoutiftheAssessingofficerhasreasontobelievethatanyincomechargeabletotax has
escapedassessmentforanyassessmentyear

Pointstokeepin mindwhile filingarevisedreturn:

» ITRform canbechangedwhilerevisingofreturn.

» Nopenaltycanbeleviedbythedepartmentforbonafidemistakes(unintentional)

» If the assessing officer discovers that the error/omission were
intentional/fraudulentreturn revision ofreturnis notallowedandpenalty maybelevied.

» Interestundersection234Band234Cwillberecalculatedundereveryrevisedreturn.

» Ifthetaxpayerhasrevisedreturnafterthesurvey/searchanditwasfoundthatthemistakei
ntheoriginalreturnwasnotbonafidethenlevyofpenaltyisjustified



UNIT-

VASSESSMENTOFINDIVIDUAL

Introduction S

Assessment of individuals include calculation of taxable income and the tax liability of
anassesse after giving effect to all rules and regulations that are incorporated by the Income
Taxauthoritiesfromtimetotime.Rulesprevailingforthecurrentfinancialyearshouldbeappliedtoasse
ssthetaxliabilityofanindividual. Thefollowinglinesdealwiththeprocedureofassessmentonincomeo

fanindividual.

Howincomeshouldbeassessed?

The sum total of all the sources of income after giving effect to set-off and carry-
forwardof losses reduced with sections 80 and rebate u/s 87A and 88 E should be considered as
thetaxable income. The taxable income should be rounded-off to the nearest Rs.10 (rounding
off)tax rates, surcharge and education cess as applicable should be applied on the taxable

incomeornetincometoidentifythetaxliability ofanindividual.

HowtocalculatelncomeTax?

Date Particulars Amount Amount
Incomefromsalary S
Income from house REEr*
propertylncomefrombusinessorpro ks
fessionincomefromcapitalgain LR
Incomefromothersources o
Grosstotalincome g
Less:deductionu/s80 *kE*
Totalincome il
Howtocalculatetaxliability?
Particulars Amount Amount
Totalamountoftax i
[totalincomerateoftaxprescribed bytheact]
Less: Rebateu/s87 A
[forresidentindividualwhoseincomedoesnotexceedRs.5lakhs] Hok kA X
Add:surcharge
%k %k %k sk k
Add:Educationcess-2% ook kK
Secondaryand higher educationcess[SHEC]-1% oAkckk
F %k % %k ok ok % % K
Less:Advancedpaidtax[ifany]
Taxdeductedatsource[TDS][ifany] *xckxk
%k 3k %k %k k %k %k %k sk k
NetamounttobepaidasTax/TaxLiability oAkkok

TaxRates

1. In case of an Individual (resident or non-resident) or HUF or Association of Person or

Bodyofindividualor anyotherartificialjuridicalperson
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Taxablelncome

UptoRs.2,50,000

Rs.2,50,000toRs5,00,000
Rs.5,00,000toRs.10,00,000
AboveRs.10,00,000

AssessmentYear2019-20

Tax
Rate

Nil
5%
20%
30%

Less:RebateunderSection87A[seeNote]
Add:HealthandEducationCess[seeNote]

Taxablelncome

UptoRs.2,50,000

Rs.2,50,000toRs5,00,000
Rs.5,00,000toRs.10,00,000
AboveRs.10,00,000

AssessmentYear2020-21

Tax
Rate

Nil
5%
20%
30%

Less:RebateunderSection87A[seeNote]
Add:SurchargeandHealth& EducationCess[seeNote]

2.Incaseofaresidentseniorcitizen(whois60

yearsormoreatanytimeduringthepreviousyearbutlessthan80yearsonthelastdayofthepreviousy

ear)

Taxablelncome

UptoRs.3,00,000
Rs.3,00,000toRs5,00,000
Rs.5,00,000toRs.10,00,000
AboveRs.10,00,000

TaxAssessmentYea r2019-20
Rate

Nil
5%

20%
30%

Less:RebateunderSection87A[seeNote]

Taxablelncome

UptoRs.3,00,000

AssessmentYear2020-21

Tax
Rate

Nil
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Rs.3,00,000toRs5,00,000

5%

Rs.5,00,000toRs.10,00,000 20%
30%

AboveRs.10,00,000
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Less:RebateunderSection87A[seeNote]
Add:Surchargeand Health&EducationCess[seeNote]

3. Incaseofaresidentsuperseniorcitizen(whois80yearsor
moreatanytimeduringthepreviousyear)
AssessmentYear2019-20

Taxablelncome

Tax

Rate
UptoRs.5,00,000

NilR
s.5,00,000toRs.10,00,000 20%
AboveRs.10,00,000 30%

Add:SurchargeandEducationCess[seeNote]
AssessmentYear2020-21

Taxablelncome

Tax

Rate
UptoRs.5,00,000

NilR
s.5,00,000toRs.10,00,000 20%
AboveRs.10,00,000 30%

Add:Surchargeand Health&EducationCess[seeNote]

AssessmentYear 2019-20
Surcharge:
Surcharge islevied ontheamountofincome-taxatthefollowingratesiftotalincome
ofanAssesseexceeds specifiedlimits:

Rangeofincome

More
UptoRs. thanRs. 50
50lakh lakhbutupto
Rs.

lcrore

Natureoflncome
MorethanRs.1crore

Anylncome Nil 10% 15%

Thesurchargeshallbesubjecttomarginalrelief:
» Whereincome exceedsRs.50
» lakhs, the total amount payable as income-tax and surcharge shall not exceed
totalamountpayableasincome-taxontotalincomeofRs.50lakhsbymorethanthe
amountofincomethatexceeds Rs. 50lakhs
» Where income exceeds Rs. 1 crore, the total amount payable as income-tax
andsurchargeshallnotexceedtotalamountpayable asincome-

taxontotalincomeofRs.1lcrorebymorethantheamountofincomethatexceedsRs. 1crore.
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» Health and Education Cess: The amount of income-tax and the applicable
surchargeshallbefurtherincreasedbyhealthandeducationcesscalculatedatthe
rateoffourpercentofsuchincome-tax andsurcharge.
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> Rebate under Section 87A: The rebate is available to a resident individual if his
totalincome does not exceed Rs. 3, 50,000. The amount of rebate shall be 100% of
income-taxorRs. 2,500,whicheverisless.

Problem:1

CalculatethetaxliabilityofMr.Alokfortheassessmentyearfortheparticularsgivenbelow.
IncomefromsalaryRs.3.00.000[computed]in
come from house property Rs.74,
000Income from other sources Rs. 1,
50,000DonationtonationaldefensefundRs.8,

000
Solution
Computationoftaxableincome
Date Particulars Amount Amount
Incomefromsalary 3,00,000
Incomefromhousepropertyl 74,000
ncomefromother sources 1,50,000
Grosstotalincomeless:D
! 5,24,000
eductionu/s80G-100%forNDF 8,000
Taxableincome 5,16,000
ComputationofTaxLiability
Date Particulars Amount Amount
(i) UptoRs.2,50,000 Nil
(ii) Rs.2,50,000toRs.5,00,000
[2,50,000*5%] 12,500
(iii) BalanceRs.16,000
[5,16,000-5,00,000]
[16,000*20/100] 3,200
TotalTaxonincome 15,200
Add:Educationcess@4%
[15,700*4/100] 628
Surcharge Nil
TaxLiability 16,328
Problem:2

29

CalculatetaxliabilityofShri.Anandassumingheisaveryseniorcitizen[81yearsold]fortheassessmentyearfr
omthefollowinginformation.
a) IncomefrombusinessRs.12,00,000

Solution

b) Halfshareofprofit frombusinessRs.45,000

¢) ShareofincomefromAOP Rs.22,000
d) Shareoflossfromfirm Rs.16,500

ComputationofTaxablelncome

Date

Particulars

Amount

Amount

Incomefrombusiness

12,00,000

Taxableincome

12,00,000




ComputationofTaxLiability

Date Particulars Amount Amount
(i) UptoRs.5,00,000 Nil
(ii) Rs.5,00,000toRs. 10,00,000
[5,00,000*%20%] 1,00,000
(iii) BalanceRs.2,00,000
[12,00,000-10,00,000]
[2,00,000*30/100] 60,000
TotalTaxonincome 1,60,000
Add:Educationcess@4%
[1,60,000*%4/100] 6,400
Surcharge Nil
TaxLiability 1,66,400
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