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Introduction & Basic Concepts

Meaning of Tax: ®
S \%:)entity
by the Government in pursuant to its legisla Q ority. A
number of taxes have been imposed by x; overnments
covering different aspects such as inccx“a alth, sales,

expenditure, services provided, pr%%
in

Tax is a financial charge imposed on individual

n, import, export
etc. The purpose of taxation is toyf ce government

expenditure.
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Definitions: @

A tax may be defi a
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Types of Taxes:

Basically, there are two types of Taxes i.e. Direct & Indirect Tax. Direct Taxes
are a kind of Income Tax, Wealth Tax, Corporate Tax, or Gift while Indirect
Taxes are Service Tax, Sales tax, Central Sales Tax, Value Added Tax, Central
Excise Duty, Customs Duty, State Excise Duty, or Security Transaction Tax.

S

l Income | l Wealth | l éGift | l Cor;;orat | Service
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Taxes to be imposed by:

Indian Taxation system is one of the world’s largest taxation system in terms
of its wide application on large number of people and other business entities.
It is well structured system derived from the Indian Constitution. According to
Article 265 of Constitution of India, the Government (Central, State or \1\3
bodies.

Authority) has the right to levy taxes on individuals and other artificial
Thus, every tax to be charged in India has to be backed by th d by
the Parliament or State Legislature and any tax charged wi e

\
oS

constitutional authority shall be void ab initio.

Meaning of Incon@v.
Income Tax i aS'\njjw tant type of tax which is found practically in all most all

world. It is a tax on Income, gain or profits earned by a

the count

persg&ﬂ)' als or other Artificial Legal Entities)

Income Tax isatax on year taxable income of a person levied by the Central Gover nment
at prescribed rates.

———
—

Incometax isone of thedirect tax and it islevied on the incomes of individuals, HUF,
unregistered firms and other associations of peoples.

~— / e

TAX collected by the central Government for each financial year on the total income of an

assessee earned during the previousyear iscalled | ncome-Tax.
— i
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Source of Income tax —Law in India

Income Tax Act 1961

Annual Finance Act

Sources of
Income Tax

Income Tax Rules, 1962

CBDT

(Central Board of Direct Taxes)

& Judicial Decision
Salie &@ ures of Income Tax:
Levied as per the stitution of India: The seventh schedule to the Article

246 of the copnstitutio of India authorises the Central Government to ‘impose
Q%tb than Agricultural income’.

tax on inc%
Dire«%&;l@ ome Tax is a direct tax as the liability to pay or deposit the tax is
o

rson who has earned the income.

Levied by Central Government: The power to charge the income tax on the
Income other than Agricultural Income is on Central Government.

Origination of Income Tax: The history of Income Tax in India is about 150

years old.
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Wide scope: The scope of Taxation is not only with individuals but also with
firm.

Charged at prescribed rate(s): The rate of Income tax differ for different
persons and is charged at prescribed rate under annual Finance Act, and
Income Tax Act.

Annual Tax: Income tax is an annual tax because it is the income of a particular
year which is chargeable to tax.

Tax on Taxable Income: It is a tax on income includes salary inco e
property income, business/ profession income, capital gains o) sources
income.

Tax exemption limit: there are certain incomes wh@eciﬁcally exempt

from income tax.

Income of ‘Previous Year’ is assessable in ’% nt Year’: Income earned
to

during a particular financial year is asse x in the immediately following
financial year. The return of previo me is filed in the relevant

assessment year. S&Q)

Applicability: Income tax is hroughout India including the State of

Jammu and Kashmir.

1860-1886: This peri s'a period of experiments in the context of income-
tax and then in xR first Income-tax Act came into existence.
a

History of&%ﬁ

X in India

1 Income tax wasirst introduced in India in 1860 by the
British ruler James Wilson (who become ° India’s
Finance Member), in order to meet heavy expensés
losses suffered by the rulers due to India’s firsedom
movement of 1857. It was introduced as a tempd
revenue measure only for five years.

[1 The history of Income tax in India can be divided i
three periods:

% 1860-1885
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DEFINITIONS:

Agricultural Income: Section- 2(1A) defines “Agricultural Income” as-

A. Any Rent, Tax or Revenue obtained from land which is situated in
India and is used for Agriculture purpose.
B. Income obtained from agricultural land which is obtained-
» From agriculture,

» From any activity done for making agricultural produce for

sale, or
» From selling agricultural produce.
C. Income of house built upon or adjacent to any agricultural land
situated in India and which satisfied the following conditions:
The Building

be deemed to be agricultural income.
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me is exempt and it is not included in calculation of total

Tax Liability of Ag al Income:
Section-% mpts agricultural income from income-tax. Though the

agricultura

In ’%{ assessee but to levy tax on agricultural income, an indirect way is
applicable on it and the concept is called as Partial integration of taxes. The
scheme of partial integration of non-agricultural income with agricultural
income is applicable if the following conditions are satisfied:-

It is applicable to individuals, HUF, unregistered firms, AOP, BOI and artificial
persons.

The net agricultural income should exceed Rs. 5,000 for the year and Non-
agricultural income should not exceed the maximum amount chargeable to
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tax. (e.g. Rs. 3,00,000 for senior citizens, Rs. 5,00,000 for super senior citizens,
Rs. 2,50,000 for all other individuals and HUFs).

Income Treated as Agricultural
Income

Income Not Treated as Agricultural
Income

Income from sale of replanted trees.

Income from poultry farming/dairy
farming/mines/plantatiop.(

Rent received for agricultural land.

nies.
Income from bee hiving/.

\% a\cheese
maki

Income from growing flowers and creepers.

Income from sale weously grown

Share of profit of a partner from a firm
engaged in agricultural operations.

Receipts fro \a.bs'ﬁootmg in farm house
are not'agriculture income.

Interest on capital received by a partner
from a firm engaged in agricultural
operations.

Diviﬁa;@id by a company out of its

gricultural income.

Income derived from sale of seeds.

Purchase of standing crop.

&

Assessee: Section-2(7) of this Act defined ‘Assessee’.

According to it, “Assessee means such person the calculation of whose
income comes within the provisions of this Act.”

Assessee includes-

» One who is to be assessed for the income or loss or recovery of amount

of any other person, or

» One who has been held to be assessee, or
One who is deemed to be an assessee due to any default under this
Act. Also, a person who is liable to pay income tax in respect of income

earned by another.
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S
@‘%
Assessrr;en&t%%()

Assessment Year: According to Section 2 (9),

“the period of twelve months beginning from the 1* April of every
year”.

In India, Government maintains its accounts for a period of 12 months

i.e. from 1% April to 31* March every year.
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For example: the assessment year of 2015-16 shall be the period from 1%
April, 2015 to 31* March, 2016.

Previous Year

Previous Year: Section 2 (34) r.w Section 3, of this Act,

“the financial year immediately preceding the assessment year.”

Or

“the year in which income is earned is called Previous Year.”

The term ‘Previous Year’ is very importa it is the income earned
during previous year which is to be asse fax in the assessment year.

For example, For the assessment =17 (1% April, 2016 to 31* March
2017), the previous year shoul inancial year 2015-16 (1** April, 2015

to 31° March, 2016).

In case of the establis ntof new business or trade or any source of income

has come into exi , then under such situation the previous year shall

begin from the@; establishment of such business, profession or source
C

and end withcth letion of related financial year.

Pers '

Ac@i) o Section- 2 (31),

A person includes a natural as well as an artificial or a judicial person.

According to the Section-2 (31) of Income Tax Act, A person includes:

1 An Individual

] HUF (Hindu Undivided family)

1 A Company or Firm

] AOP (Association of Persons) or BOIl (Body of Individuals), whether
incorporated or not

[T An Artificial or luridical Per<on (1 IC anv | Iniver<itv etc )
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The word person is a very wide term and embraces in itself the foll

An Individual: An individual means a natural person or a hum ether
male or female, minor or major.

Hindu Law. The manager of HUF is known as d its members are

HUF (Hindu Undivided Family): It is a relatlonshpo to operation of

known as ‘Coparceners’.

HUF means Hindu Undivided f con5|sts of all person lineally
descended from a common a cluding their wives and unmarried
daughters.

A Company: A comp i an\artificial person registered under the Indian
Companies Act 1956 ther law.

A Firm: A Fir an< entity which comes into existence as a result of
partnershi re nt between persons to share profits of the business

carried any one of them.

AQP ( iation of Persons): An “Association of persons” is the one in which

ore persons i.e. an Individual and a Company or two or more
companies, join for a common purpose or common action with a view to
produce income, profits or gains.

BOI (Body of Individual): A Body of Individual has to consists of individuals
only. Only natural persons or human beings can be members of a body of
individuals.

www.excellentcareersolution.com info@excellentcareersolution.com




EXCELLENT CAREER SOLUTION

Subject: Income Tax Law Class: B.Com-5" Sem.

Local Authority: Local Authority includes Municipality, Panchayat, Port Trust,
Cantonment Board, District Board etc.

Artificial Juridical Person: It includes every artificial judicial (legal) person, not
falling within any of the proceeding sub clauses. A public corporation
established under special Act of legislature and a body having juristic
personality of its own are known as an Artificial Juridical Persons. An idol,
Universities, Guru Granth Sahib, Trust and Deity etc. Some important

of this category.
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