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Notes-3
[bookmark: bookmark20]
Determination of Residential Status & Tax Liabilities
[bookmark: bookmark22]Residence and tax liabilities
I. Residence of An Individual Assessee
As per the income tax act, tax assessed on the individual assessee’s income based on his residential status according to the residence, there are three categories of assessee:
(1) Resident
(2) Not ordinarily resident and
(3) Non-resident
To decide upon the residential status of an assessee, the Act holds certain conditions divided as under:
i. [bookmark: bookmark23]Basic Condition [SEC. 6(1)]
(A) A person has lived for total number of 182 days or more in the previous year, in India.
OR
(B) A person has during the preceding 4 years, lived in India for a total period of 365 days or more and has lived for 60 or more days, during the previous year, in India.
OR
(C) An individual being a citizen of India having total income, other than the income from foreign sources exceeding Rs. 15,00,000 during the previous year shall be deemed to be resident in India is that previous year, if he /She is not liable to tax in any other country by reason of his domicile or residence or any other criteria of similar nature. 
Exceptions
(i) if a person (Indian citizen), as a member of the crew of an Indian ship, goes outside India in the previous year for the purpose of employment, then the limit of 60 days (as stated in B above) is extended to 182 days. For this purpose, employment includes self-employment or profession, or business provided work has been done outside India. [CIT Vs O. Abdul Rasak (2011) 198 Taxman I (Kerala)]
(ii) if an Indian citizen or a person of Indian origin, living outside India, comes on a visit to India in the previous year, (a) he must have stayed in India for at least 120 days [in case total income, other than income from foreign sources, exceeding Rs. 15 lakhs during the previous year and (b) if total income, other than income from foreign sources, is up to 15 lakhs during the previous year, he must have stayed in India for at least 182 days during the relevant previous year instead of 60 days (as stated in B above).
ii. [bookmark: bookmark24]ADDITIONAL CONDITIONS
(A) A person has satisfied with at least one basic condition for at least 2 years, out of the immediately preceding 10 years.
     and
(B) A person has stayed for 730 days or more during the immediately preceding 7 years, in India.
Deemed to be Resident—An Indian citizen who is not liable to pay tax in any other country or territory by reason of his domicile or residence or any other criterion of similar nature, shall be deemed to be resident in India. The condition for deemed residential status applies only if the total income, other than income from foreign sources, exceeds Rs. 15 Lakhs during the relevant previous year.
II. Residential status of various types of Assessee
	Residential status may easily be decided upon with the help of the following chart:

	Assessee
	Resident
	Not ordinarily resident
	Non-resident

	Individual
	If any one of the basic conditions A or B or C and both the additional conditions are satisfied.
	If any one of the basic conditions and none of the additional conditions are satisfied.
	If none of the basic conditions are satisfied.

	Hindu Undivided Family 
	(1)     If the business is controlled and managed by partially or wholly in India.
	(1)    If the business is controlled and managed by in India.
	If the business is controlled and managed by wholly outside India.

	 
	(2)    The Karta of the H.U.F. satisfies both additional conditions applicable in the case of individual.
	(2) Karta of the H.U.F does not satisfy any additional conditions as in the case of individuals.
	

	Partnership firm or association of persons
	If the control and management is situated wholly or partially in India during the previous year.
	It is never a not ordinarily resident.
	If the entire control and management is situated outside India.

	Company
	If it is an Indian company; or If its place of effective management is in India during the previous year in case of non-Indian 
Company having turnover is more than Rs. 50 Crores. 
	It is never a not ordinarily resident
	If it is not Indian company; and its place of effective management is not in India during the previous year or non-Indian 
Company having turnover is less than Rs. 50 Crores




Incidence of residence on tax liability
The scope of total liabilities, according to the residential status, is as under:
(1) Tax liabilities of resident. The following incomes form part of total income in case of resident in India:

(i) Income received in India like income from business situated in India.
(ii) Income deemed to be received in India like interest accrued on debentures of Indian company.
(iii) Income accrued or arisen in India like service rendered in India, but amount received outside India.
(iv) Income deemed to be accrued or arisen in India like service rendered outside India in case of government employee.
(v) Income accrued outside India like rent from house property situated outside India.

(2) Tax liabilities of not-ordinarily residents. The following incomes form part of total income in case of not-ordinarily resident in India:
(i) Income received in India
(ii) Income deemed to be received in India
(iii) Income accrued or arisen in India
(iv) Income	deemed to be accrued or arisen in India
(v) Income accrued outside India from a business or profession controlled from India.

(3) Tax liabilities of non- residents. The following incomes form part of total income in case of non- resident in India.
(i) Income received in India
(ii) Income deemed to be received in India
(iii) Income accrued or arisen in India
(iv) Income	deemed to be accrued or arisen in India
	The following table may be of great use in highlighting the tax incidence in brief:


	Items of income
	Resident
	Not
ordinarily
resident
	Non
resident

	(i) Income received in India whether earned anywhere.
	Taxable
	Taxable
	Taxable

	(ii) Income earned in India whether received anywhere
	Taxable
	Taxable
	Taxable

	(iii) Income from business or profession outside India which is controlled from India.
	Taxable
	Taxable
	Not
Taxable

	(iv) Income earned and received outside India.
	Taxable
	Not Taxable
	Not
Taxable

	(v) Income from business or profession outside India which is controlled from outside India.
	Taxable
	Not Taxable
	Not
Taxable

	(vi) Past untaxed income brought to India.
	Not
Taxable
	Not Taxable
	Not
Taxable
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