am™ ‘r
2.1. Assessee [Sec. 2(7)] : . o i
According 1o section 2(7) of the Income-lax Act, “assessee Mmear l';;‘l:m pen. al| mgm is : _
(a) a pui';f‘:n by “m any lax or any other sum of money (L.e. 10 %
this Act , | i t )
; der the Act been taken—
bapcrsmmrﬁpecmrwhmnmypmc;uhngm . f 3
l(:} either for the assessment of his own income or assessment of fringe benefits ﬂ'm. .
loss ; or y £ v 42 X
: : - on in respect of which he is gggae s
) for the assessment of the income or loss of any other persc ; abj
5 i:l- income or loss of the minor is assessable in the hands of either parents a5 Per seciis
64(1A)]. or _ :
(1ii) for the %ﬁsessntm of the amount of refund due to him or to such other person;

; ision of this Act (legal represen :
(€) a person who is deemed to be an assessee under any provision of thi | nesCntative
a deceased assessee as per section 159, representative assessee as defined in section 160 e, agent of
non-resident, guardian or

manager of an infant and lunatic, etc. are some instances of deemyg
assessees); ‘
(d) a person who is deemed to be an assessee in default under an

y provision of this Act [for|
@ person, who is required to deduct tax at source under the relevant provisions of this Act but fail lody
S0 or after deducting the tax fails to deposit the same. is deemed 10 be an assessee in default unde
section 201(1)).

2.2. Person [Sec. 2(31)] :
The term ‘person’ includes the following -
SRl TR
(i) aHinduundivided family,

(iti) acompany,




*A bﬂmr:mm:mmm A31) of the General Clauses Act, 1897, it means
‘municipal commitiee, district board, body of port commissioners or other authorities legally entitled o
or entrusted by the Government with the control and management of municipal or local fund’.
® Artificial juridical person : lumhhmiskhnhﬂg a charitable institution or an endowment for
religious purposes. 1t also includes all antificial persons with a juristic personality Le., a company, a Bar
Council, a University or any other incorporated body ‘not falling within any of the ;nudll' sub-clauses’.

Example : Determination of status of asvessees

Determune the legal status of the following assessees ©

(@) Mr. X an emplayee of a private limited company

(M Netaji Sangha

(€) Mr. R, a partner of a firm,

(d) Mr. A, a managing director of A Lid.

(€) The University of Burdwan.

(1) Roy Sen & Co., a parership firm.

(g) Bidhannagar Co-operative Society.

(h) Kolkata Municipal Corporation.

(1) The Life Insurance Corporation of India.

() A joint family of X, Mrs. X and their two children.

Answers : (2) an individual, (b) Body of individuals, (¢) an individual, (d) an individual; (e) Artfi-
cial yuridical person, (f) a firm, (g) Association of persons, (h) a local authority; (i) a company:; (j) a
Hindu undivided family.

2.3. Assessment year [Sec. 2(9)] :
‘Assessment year’ means a
ending on 31st March of the next year. Thus, s
2022 and would end on March 31, 2023. Total incom
in the following assessment year at the r resCr
vear 15 the vear in which the total income as
twelve months (known as previous ;*'- A
2.3A. ﬂ-mmnuxuuw A oo okas
According 10 section xu) e Pl
medical relief, (inclu
prmvm:ﬂ'mmm::- ects v__ »

any other object of general Owev
public utility shall mu.m e
(@) 1f 1t mvolves the carrying on '
(1) mylmvuy:ﬁ” j:
(1) any activity m
for a cess or fee or any other o ’*"?““
reiention, of the income from such &
{h)-rm;mmyunm
of any other obyect of general
(c) if the aggregale receipls such
of total receipts of the trust or institution
An associalion or insttution
under section 11 even il is not
1984].

2.3B. Business trust [Sec, 2(134)] :
“Business rust” means
(1) an Infrastructure hmh

(nfrastructure Investment T
of India Act, 1992, of '“‘"’Wﬁi




e Trust under Securities and Exchange Board of |, ..
2egulations, 2014 nn:'lI:undHﬂw Securities and Exchange lndl:t‘%:

k=l y . Bow
w to be listed on recognised stock exchange in accordance “mh

T _ immediately preceding the assessment year. In
ious vear wm%ﬂuﬂ;}nm cnnmzncmg on the st d_:f!]);f of AF“_I ﬂ‘*{:lrh:e.m'
ending on 315t March next following just preceding the assesSment YR ° oS, PIEVIOUS year g o
~ 1.- e [}“‘M:-Zj is m[_zz which mmmﬂl‘.‘t‘d on ﬁ?rﬂ 1. 21 and wil] end m}darchh
2022. '
Income eamed in the previous year is usually assessed
previous year is also known as ‘income year’

e Uniform previous vear from the assessment year 1989-90 : From Fh‘“' PGSERCIL Yo 1989.99
onwards all assessees are [{-qmn:d to follow the l'immi:_ru] year as the previous year and are I'&qmmih
maintain the uniform previous years for all sources of income. . . )

2.4.1. Previous year for a newly set up business or profession (Proviso to section 3) :

In the case of a business or profession newly set up or a source n_f e T.w“']}’_ COMming jpg,
existence during any financial year, the first previous year shall be the period hggmnmg with uw_d“"’ff
setting up of the business or profession or, as the case may be, the date on which the source of incogy
newly comes into existence and ending with the last date of the said financial year.

Example-1 : Previous year when a business has been newly started e
Mr X has started a business GaUAUEMIS) fher source of com

in the following assessment year ang 8 gy

oyment) throughout
1, 2021 to March 31
- _. 021.

Total income of R for the assesst taking into accoun! ¥

pnl

2022-23

2.4.2. No compulsion to close

It may be clarified that under
close his accounts on March 31 ey
the year-ending March 31 for the
date other than March 31 but in §
same on March 31 for the pury

2.4.3. Change of previous year :
Before the introduction of the

T



1989-90, an assessee was allowed to adopt different previous years (e.g., Diwali year, English Cahl;jdr
vear, Financial year, erc.) for different sources of income for the same assessment year and was also
allowed 10 change the previous year once adopted by the assessee with the consent of the Auu;l:lgl
Officer. Bul from the assessment year 1989-90 onwards, according 1o the new provisions of section
assessees are required o follow the financial year as the previous year and this uniform previous year
has 1o be followed for all sources of income. Thus, from the said assessment year, under no circum-
slances an assessee can be permitted to change the previous year.

2.4.4. Shorter or longer previous year :
Normally a previous year is a period of twelve months. But it may be a period of less than or more
than twelve months in certain cases which are mentioned below :
Shorter previous year : A shorter previous year may be contemplated under the following two
Cases |
(a) first previous year for a newly set up business or profession or for a source of income newly
coming inlo existence; :
(b) previous year for an existing business or profession or source of income when il ceases to exist.
Longer previous year : A previous year of more than twelve months is possible when it is in
relation to the transitional assessment year 1989-90. For example, an assessee viously followed J : .lh
1o June 30 as the previous year. Thus, his previous year relating o the assessment 988-89 was July
1. 1986 1o June 30, 1987. For the transitional assessment year 1989-90 (from : NEW Provisic
of section 3 came into force), his previous year was fixed starting from
March 31, 1989 comprising a period of 21 months. - T
2.4.5. When income of the previous year is taxed in the same ar:
The general rule is that the income of an assessee for a previous year is asse
following assessment year. But this rule has certain exceptions. In the followi
previous year is assessed in the same year : v
24.5(1). Income from shipping business of non-resident [Sec. 172] : The
business is mmﬂﬂ:mﬂtymmmmwmﬂfrﬂm" Ic.
accrued and nol i the following assessment year if the following conditions an
(a) A ship belongs to or chartered by a non-resident. L
m}mmmmlwﬁmmﬂmmu:_[
In the case of the above shipping business, 7.5% of the amount p d or p
amount on account of demurrage charge or handling charge) in or out of India !
camiage 1o the owner or Lo the charterer or (o any person on his behalf shall be ¢ be th
mngin]ntﬁﬂtGMMHﬂrlﬂﬂﬁdlmmdwtﬁlﬂl!ﬁj : rate applicable
company. I
The master of the ship is required to furnish a return of such income to the Assess
the departure of the ship (or within 30 days of the departure if the Assessing Office
ol possible Lo submit such retumn before the departure of the ship and satisf
been made for the filing of the retum and payment of tax). R ri
A port clearance shall not be granted to the ship until the Collector of ms or other
authonsed (o grant the same is satisfied that tax has been duly paid or that sati
have been made for the payment thereof. W ) 5
?.I.S{z}.lnmm-rmllﬂhﬂlﬁl&e.ﬂ‘]ﬂhil D
Assessing Officer that an individual may leave India duri g
iunpirymdmuirhxmﬂminlmﬁmofmni;g India, In such
individual ftrduptnudfmmﬂtfmldlydlhemmm oo
Mlhmmmmm&mﬂmmlm.
Hm.intltnhm:cln.lﬂlalimdm




Example : Assessment year in which income of a person likely to transfer property to avoid tax

is to be assessed of

On January 25, 2022 the Assessing Officer came (0 know that Mr. X v‘vill transfer a ﬂ_xed dep;:l :ﬂ
7 5,00.000 with SBI in the name of his brother in February, 2022 to avoid pnymr:ql of income- i
interest on such fixed deposit. The Assessing Officer may serve a notice to X requiring him to fumolf de
retum of income for the period from April 1, 2021 to January 31, 2022 In such a case, assessment o
above income shall be made during the assessment year 2021 .22 However, tax shall be chargeable
rates applicable for the assessment year 2022-23. . .

2 4.5(5). Income of a discontinued business or profession [Sec. 176] : The provisions of this
section shall be applicable as follows : .

(1) If any business or profession I8 discontinued in any assessmenl year, the inqome ol" the period
from the expiry of the previous year for that assessment year up to the date of such discontinuance may
be charged 1o tax in that assessment year, at the discretion of the Assessing Officer.

(1) The total income of each completed previous year or part of any previous year included in such
period shall be chargeable 10 tax at the rates in force in that assessment year and gepu'alc assessments
shall be made in respect of each such completed previous year or part of any previous year.

(111) The Assessing Officer has the discretion 10 assess the income of the p(cvimls year in which the
business or profession is discontinued in that year or he may assess the income in the nnnml assessment
vear (i.e. the assessmenl year relevant o the previous year in which the business or profession is discontinued).
discontinued business is to be assessed

chargeable al the rates
may assess the income for the above period in
Important note : It appears that it is man
2.4.5(4) of a previous year in the same yes
profession as mentioned in point 2.4.5(5) in
2.5. Income [Sec. 2(24)] : :
According (o section 2(24) of the Inc
(1) profits and gains | :
(1) dividend ; 1507 %0 4 s ik
(11) voluntary contributions received by a trus
religious purposes or by an institution est:

b~
P B
OImE -1

referred 1o 10 sub-clause (iv) or (v) or by any Univ O «
sub-clause (vi) or by any other hospital or other institution refer to
of section 10 or by an electoral trust* ; B sl
(1v) the value of any perquisite or profit in lieu of salary taxable
(v) any special allowance or benefit, other than perquisite as m
1o the assessee Lo meel expenses wholly, necessarily and exclusively
(vi) any allowance granted 1o the assessee either 1o meel his personal e
performs hus duties or where he ordinarily resides or 1o compensate him for the incre:
(vu) the value of any benefit or perquisite, whether convertible into money o
company either by a director or by a person who has a . : ..-4.,'. )
d&g&mﬂdﬂnﬁhmlﬂmymmb’,wm nti m“ o
but for such payment, would have been byﬂn . espe




R 160(1)(vi)0rh}'m,?m{heneﬁa.#.
B+ aioned In Iﬂp(l}{ql)aﬂb;cbym talive assessee and any
" Whose behalf or for whose benefit any income 15 wlr' ation which, but for such payment, would oy
Wdrrmmnuﬁv:assﬁmmrespﬂcldm?"b'g hae
been payable by the beneficiary ;. der section 28(ii) or 28(iii) or 41 or 59
(ix) any sum chargeable to income-1ax un der sections 28(iiia), 28(iiib), 28(iiic) ““dlﬁh}.
(x) any sum chargeable to income-tax u“able under section 28(iv) | 5
(xi) the value of any benefit or perquisite o 45 -
(xii) any capital gains chargeable urﬂer section 43, f ;
- section 44 , . it faciliti i
Eillg; mﬁ?;dﬁgilr:smuﬁcaz;aﬁdsinﬁs of banking (including prov iding credit facilities) carrieg Y
' a co-operative society with its members ; . including horse races, card games
" (xv) winnings from lotteries, crossword e, S fgjrm or ngmure whatsoever; lillﬂ'ym
other games of any sort or from gambling or betting of any s or by chance o in any other in.
cludes winnings, from prizes awarded to any ;::;sm“ Tl:jl S: ::‘*;;2;‘?& ﬂd}' ‘Card gamo s 0 'he"glll!ﬁ'i
v p o n-“:ﬂ s o i 3 (
:nﬁnt:;ﬁvf;cﬁuﬁg 211:: h;mg:'ﬂg:menainﬁrmt programme on television or electronic mode, l{
ich pe . e oW ther similar game | - . |
“h:?::ﬂiﬂm;:rﬁt:: F;z;s;;\};m ;'us errplﬂbyees as contributions tL:-h-‘m)’ provident fundee
superannualion fund or any fund set up under the Erm*lsinns of the Employees’ State Insurance Ag,
or any other fund for the welfare of such employees . _ ] ‘ .
lg?fw:; ﬂy suf;j ;nmivzil under a Keyman insurance policy including the sum allocated by way of
bonus on such policy. ‘Keyman insurance policy’ means a life insurance u:y lakcn
life of another person who is or was the employee of the first mentioned PEIBOM GLAALE SR e in
any manner whatsoever with the business ol the first menic
(xviii) any sum received or receivable
(xix) the fair mar
year 2019-20) (ref
(o) any giftn
in section 56(2)}(v
(xxi) any cons:
referred o in sectic
(xxii) any sumof m
fer of a capital asset if-
capital asset as r
(xxiii) any sum of m
(xxiv) any cOmpens:
assessment year 2019-20)
(xxv) assistance in the f¢
CONCession or | 21T
body or in cash or k
(a) the subsidy or grant o
cost of the assel in

(b) the subsidy or by
inslitl.limyuuim

The definition of ‘income’ as given
CIT vs. Karthikeyan (GR) has held tha
clauses of section 2(24), it might still be
and natural meaning of the term ‘ince
provisions in order 1o get a clear under
= Some important points relating
The following points are considerec
chargeability under the Income-tax Act -
® Taxability of illegal income : Income-tax is §
not consider whether the income is acerued or ear
Income-tax on illegal income, however, does nat
laws of the country [Mann vs. Nash (1932) 16 TC |
® Income accrues, arises or is received : Incidences

10 be received by the asseasee or on the incomes

e Tl



e Double taxation of income : Unless otherwise expressly provided in the Act, no income can be
taxed twice. As a mulﬁi this rule. the income which is taxed at the time of accrual cannot be taxed

in when the same 15 received

® Tax-free income : If an nssessee receives my Lax-free income from a person who actually pays tax on
such income on behalfl of the assessee, inoome is 1o be grossed up by aggregating the income actually received
hylltmunu-nndhmrﬂmhymhumnhuhium:nthencnﬂm“ﬁmnmﬂm.

o Regular income or lumpsum receipt : Tax incidence arises both on regular income and income
received in lumpsum unless expressly provided it for exemption under this Act

o Application of income and diversion of income : I is very hard to draw a line between the concept
of an apphication of income and that of a diversion of income. This issue has been taken up for consi-
deration in (77 vs. Siraldas Tirathdas (1961) 41 TTR 367 (SC). The Supreme Court observed that there
i« a difference between an amount which a person is obliged 1o apply out of his income and an amount
which by the nature of the obligation cannot be said 1o be a part of the income of the assessee. Where by
virtue of the obligation, income is diverted before it reaches the assessee, it is deductible. But where the
income I8 required to be applied 1o discharge an obligation (self-i and gratustous) after such
income reaches the assessee, the same consequence in law does not follow. It is the first kind of payment
which can truely be excused and not the second. The second payment is merely an obligation o pay
another a portion of one’s own income which has been received and is since applied. The first is a case
in which the income never reaches the assessee, who, even if he were to collect it, does so, not as part of
his income but for and on behalf of the person to whom it is payable

An obligation to apply the income in a particular way before it is received by the assessee or before
it has accrued or has ansen to the assessee results in the diversion of income. !Anobh;mt_mluapply
income which has accrued of ansen or has been received, amounts o the apportionment of income and
the income so applied is not deductible. . o ———

2.6. Earned income and

Earned income : ‘Eamed in
acton or conduct by the persc
following heads are usually inco

(a) Salanes.

(b) Profits and gains of bus

(¢) Income from other sources

Unearned income : ;
any exphcit application of his
are usually incomes of such _

(a) Income ﬁmmmf

(h) Cq:-ulﬁ: _ : or
(c) Income other sources (¢
any personal labour or menit of the e
2.7. Casual income : o '

A ‘casual receipt’ usually means

2.8. Heads of income : Py
Section 14 of the Act provides that

s

purposes of charge of income-tax
‘heads of income”:

1. | Salanes.

2. | Income from house prog

3. | Profits and gains of busj

4. | Capital gains. |




e 1b¢anth¢baﬂisofﬂleﬁve'
S ﬂi’l‘dw‘:::cﬁmm which aré statutorily liabje t:f

i~ Oy Thow ided
- four heads as .
assessod the specific heads of | B e der the first . men
income. The incomes 1o jer the residuary head ‘Income f
residuary head of inc obe s csessed under T nent of income u"dﬂm Othey

- ' are
specific while the rest incomes Act for the ass
wided in the - yovid
Sparsis secticons 2 5 harmcler However, exemplions prt ed under gec
provisions are Hot overlapping 10 ¢ each head. Income from eag) |

el ;
'ﬂ-“‘“mi m onder 1o el the lﬂ!ﬂl'\if e v ntlf_vm“ 5:{_"“{'15 I"I"Eﬂllmed l’*lnwl.

. / gof t
computed in accondance with the provision
(n) Salanes — Seclions 151017

;

» 5 ’ _. iy .!
- hrtl’,ﬂﬂﬁ deis -
1ons .uﬂ o 44,

L N \ e property - g

:: ::’: 11"::hnlr:l|":n:'n~“|: Iliujmr.ss or profession = Sect _a

(d) Capital gains — Sections 43 10 55 ]

(e) Income from othet sOUrces — Seclions 56 10 59 o ' ' :
2.8.1. Heads of income and SOurces of income — distinction : | |
Section 14 of the Act categoncally specifies that there are five heads of income under which gl

taxable income of an ARSEsSee arc wbe ;L*'-&-t‘.s.ﬁt‘d Thus, the Adt imwi(_k"ﬁ an exhaustive list (fl'mdh
though no such list is provided by the Act regarding the sources of income from which such | |
The following are sOMx o the ["l nts of distinction between the ]"Itﬁll.'i of Income and mdlﬁ:
(#) Heads of income are clearly specified in the Act, but no explicit and specific indicat“'.-
by the Act reganding the sources of income.
(h) Source of income usually implies
heads of income indicate the statutory classification of
(c) ‘Heads of income’ 1s a legal concepl and CISH

P -

he origin wherefrom the inCOME accrues of arises wy
income by the Act for the purpose of ass




Solution : B
(i) Honorarium received by an author for writing an article in “The Chartered Accountant’ is assess-

able under the head ‘Income from other sources’ as there is no employer-employee relationship
between the author and the Institute. n

(i) Family pension received by the widow is assessable under the head ‘Income from other sources
as the widow did not receive .ie pension as an employee. :

(iii) Salary received by a partner from the partnership firm is taxable under the head ‘Profits and gains
of business or profession’ as per Explanation 2 to section 15. ’

(iv) Dividend received by a dealer in shares is assessable under the head ‘Income from olhu' sources’ as
per section 56(2) though the shares are held by the assessee as stock-in trade for his business.

(v) Remuneration received by a practising Chartered Accountant from the University of Kolkata for
serving there as a part-time lecturer is assessable under the head ‘salaries’ as he received the
remuneration as an employee of the University.

(vi) Fees received by a director of a company for attending Board meeting shall be assessable under
the head ‘Income from other sources’ as he received such fees for discharging his duties as
director and not as an employee of the company. 5L i

(vii) Remuneration received by a professor for examining the answer-scripts of MBA Examination 1S
assessable under the head ‘Income from other sources’ as examining the answer-scripis 1S €=
other act apart from the terms of employr (s R

which each will be taxed ? Expla
(2) 1st prize won in a lottery ¥ 2
(b) Remuneration received for v:
(c) Interest from Post Office Sav an
(d) Rent of a warehouse attached to h
(€) qu'mbwsﬂapiecedJ :
&I.'hll: s KLa ; --", X
(a) Income from lottery is treated as income &
% 2,00,000 is fully taxable and to be assessed under
(b) Remuneration received for valuation of answe
under the head *Income from other sources’ as emplo;
the payer and the payee. Py By o, P
(c) Interest from Post Office Savings Bank Acce
7 3,500 and the balance of T 500 is assessable unde
deduction under section 80TTA (or section 80TTB if
Lol Wl

available. A
(d) Rent received from a warehouse attached t

India) 1s an agricultural income as per section 2|

section 10(1). - i

(€) Income fmmlreelofm

w: W‘ .- 'l_?'-‘-.:;! T .
i v e llown e
(b) Akash made a gain of ¥ 35,000 on sale of sh
(©) 2,700 received by Atul as remuneration as
(d) Barnali, a lawyer, earned an e 2
(¢) Swamali received rent of T ﬂ‘mn — 224

N
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