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Income Tax L�"· ;;ml f'racti.<> 3.8 ANNUITY AND GRATUITY [SECTION 10 (10)] 

• Annuity is a sum payable in resr>ect of a particular year.

• As per the definition of salary. ·annuity' i� treated as salary

• Annuity received from present employer is to be taxetJ c1s salary.

• Annuity received fro111 past emplO)'er is taxable as profit in li.:-u of salary.

• Annuiry received from II person other than employer is taxable :is 'Income from
Other Sources·.

0ratuity: Gratuity is a payment made on behalf of the employee vo!unlarily for 
.ipprecia1i11g tht service- rendered by the emrloyce. 

Exemptio11: 

! . Central/St:ile Governmenl Employees:

❖ Any death cum re1irernen1 gratuity is fully exempted from lax.

1. Non-Government employees:

a. Fur employees. covered under the Paym�nt of Gratuity Act, I 97"2, gratuity is
exempt from fa.'< to the- extant of least of the following:

1. t 10.00,000

ii. Gratuity actually rt'ceived

01. l _'.\ da_vs' 'ialary on the basis of salary which was withdrawn lastly for ,=acl1
.:omple1io11 of.war of service or part thereof in excess of 6 months. i.e ..

15 ,, UHi dn:i1t•n salary · No of competed yl!ars o( 
service or f)art in excess uj" 6 months 

Nme: For this purpose salar
y means ba:;.ic salary and dcame�s nllow�ince 

(whether provided in terms ofretirinl,l henefir or nor). 

b. For the employees not covered under the Paymo::11t or Grntuity Act 1972-
gratuity is "xemptcd from tax to the extenl of the fol km mg:

i. � 10,00.000

11. Gratuit) actually received

iii. Half month·s salor) (based on last 10 months· aveJ'age salary) fo1 each
completed year of service. (Fraction is t(l be ignored)

I 5 x La.�t drmm salary ,,. No of compeLcd yean r,(se1·vice 

Note· For this purpose salary means basic salary and dearness allowance 
(if provided in the terms of empluymenl for rt!liring benefits) and 
commission whicb is expressed a� a fi;,,,.1:d percentage of turnover. 

Notes: 

Gratuity recei\'ed during the period of strvice is fully ta:·rnb\e. 

If gratuity is receive<.! in any earlkr year from former employer und again 
received from another employer in a later year, the limit or� J0,00.000 
v. ill be reduced by rhe amount of gratuity exempt earlier.

Th is exemption is available even if the gratuity is received by tho:: widow, 
children or dependent of deceased employee. 
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4.1) Aims and Objec1ives 

-U lmroduct1on 

4.2 Income from House Property (Section 22-.27) 

4.J C<>ndi1i-:ms Applicable for Taxing the h1comc under this Hem.I (Section 22) 

4.4 tJndLTStanding, ofCompo�1te Rent 

4.5 Taxable Valut> 

4.6 Where lhe Propen:,, i� Let out Throughout the Previous Year 

4.7 Proreny Tax1::� (Mu!llcipal fa,xesJ 

4.8 Se1 Off and Cari") Forward Lo5ses 

4.9 Decruction from Annual Ne1 Valut: {Sec1ion 24} 

4 IO Inadmissible Oedurtions-Loan Taken from Outside India (See1ion 25} 

4.11 Notionul Income Instead of Real fncome: 

4.12 Tax Liability in Rcsped of Arrears of Rent [Secl!on 25B] 

4.13 Who is Liable to Pay Income T.ix on the !nwme from House Property 

4.14 Dec-med Ow11er<ship [Section 171 

4. I 5 Income Under the Head House Property without having any 1-fouse .Property

4.16 Let Us Sum Ur 

.:1.l7 UNIT E,nd Activity 

4. ! 8 Keyword�

4.19 Questions for Disrn�sion 

4.20 Reference 
4.21 Suggested Readings-

4.0 AIMS AND OBJECTIVES 

Alter study mg this lesson, you should be oble to: 

• E.xptain Income Tnx Act 1961

• Discuss the ha.sic concepts of Income Tax Act. 1961

• Explilin the: meaning of Agricultural 1nc.ome

• Describe the concept of gross income and total income

• List the. exemptions under section IO of Income Tax Act



























































Utzreolised rent: Unrealised rent means such lease that's irrecoverable and i5 

regarded as reduction. i.e., poor debt. 

Gross ye11r/y wort/,: Gross )' early worth usually means the fair rental value of a home. 
1t1s computed with the support of 4 spares. 

4.19 QUESTIONS FOR DISCUSSJON 

L D,:s;crihe how is 1n;:ome from house propeny is extracted as per .section (22-27) of 
lncomt' Tax Law. 

2 What i'> composik rt!nt? Disi;;uss in dttail. 

3. !:',plain th� concep! of taxable value,

ti. Wl1a1 is d.:emed ciwnersh ip? Explain in detail, 

Chcc-k Your Progress: Model Answer 

lnconw Tax aclion 

2. 13uikling or Property Appmtenanl

) Composite renl 

'°'· Deemed as ::rn owner 

5. Sclf�ocl.'upied property

6. Municipal valuation

B.8. Lal, income Tax, Pearson, New Ddhi. 

N. Hariharan, hK·ome Tac Law & Pradice 2£. Ta1a McGra,v Hill, New Delhi.

V. Ralaehandran. S. Thothadri, T u.\..J.1/011 Lvw r . .md rractice. Vofome I, P Rl Ltarning..
New Delhi.

()') 

1 oc0me from 
Ho11.w Prop�� 

4.20 REFERENCE 
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