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[bookmark: bookmark26]Notes—4 (based on video 5)

Exempted incomes
I. [bookmark: bookmark28]Fully Exempted incomes
Such incomes which are included neither in the total income, nor any income tax is levied upon them are known as fully exempted incomes e.g., income from agriculture, casual income, income of the educational institute not for profit, bravery awards, etc.
II. [bookmark: bookmark29]Incomes that are included in total income, but no tax is payable on them.
Share of profit received by a member of an association of person, or body of individuals computed as per section 67 A, shall not be liable to tax.
[bookmark: bookmark30]Fully Exempted Incomes
The following incomes are neither included in total income nor income tax is
payable on them:
1. Agricultural income {sec.10 (1)}. Any income from land, situated in India which is used for agricultural purpose is fully exempt.
2. Receipt from Hindu undivided family [sec. 10(2)]. The share of income of an individual as member of H.U.F. received from H.U.F. is fully exempt from tax except in case of converted property.
3. Share of a partner in firm’s income [sec. 10(2A)]. The share of profit of a partner in the firm shall be exempt. The share of a partner in the firm will be computed by dividing the taxable profit of the firm in the same proportion in the profit-sharing ratio mentioned in the partnership deed. If a partner receives interest, salary, commission, or other remuneration from his firm, it will be taxable under business or profession.
4. Life insurance money [sec. 10(10D)] Any sum received at the time of maturity of the policy (either lapse of time or death) including bonus money shall be exempt.
However, the amount shall not be exempt in the following cases -
(i) Amount received under a keyman insurance policy.
(ii) Any sum received under an insurance policy issued after 31.03.2003 but before 01.04.2012 in respect of which the premium payable for any of the years during the term of policy exceeds 20% of the actual sum insured. However, in this case if the sum is received on the death of a person it shall be exempt.
(iii) Any sum received under an insurance policy issued after 31.3.2012 in
respect of which the premium payable for any of the years during the terms of the policy exceeds 10% of the actual capital sum assured. This limit has been increased to 15 percent for insurance (if policy is issued on or after April 01, 2013) on the life of any person who is -
(a) A person with disability or a person with severe disability as referred
to in section 80U or
(b) Suffering from disease or ailment as specified in the rules made under section 80DDB.
(iv) Amount received with respect to any life insurance policy other than a unit linked insurance policy on or after 01-04-2023 if the amount of premium payable for any previous year during the term of such policy exceeds Rs. 5,00,000. 
5. Interest on certain securities [sec. 10(15)] Interest income on certain securities, bonds, saving certificates, as notified by central government is fully exempt. For example, interest on post office saving bank account, interest on 7% capital investment bond; interest on post office cumulative time deposited; interest on special bearer bonds, 1991; interest on national defence gold bonds,1980 ; interest on national plan certificate; interest on relief bond; post office cash certificates; etc.
6.  Interest on Post Office Savings Bank Account – if interest income is from individual account – Maximum exemption limit Rs. 3500 and if it is from joint account – maximum exemption limit is Rs. 7000. 
7. Education scholarships [sec. 10(16)]. Any scholarships to meet the cost of education are fully exempt, whether received from any government or private organization.
8. [bookmark: bookmark31]Allowances to M.Ps., M.L.As. and M.L.Cs. [sec. 10(17)].
(a) In case of M.Ps. all allowances (Including daily allowance) are exempt from tax.
(b) Daily allowance to any M.L.As. and M.L. Cs is fully exempt. Any constituency allowance received by a member of any state legislature under any act or rules made by that state legislature will also be exempted from tax.
9. Award or Reward [ sec.10(17A)]. Any reward by any government or approved institution is fully exempt.
10. Income of a Minor Child [sec. 10(32)]. From the tax assessment year 1993-94 every individual, on inclusion of his minor children’s income in his income, shall be entitled to a basic exemption of Rs.1500 per annum per child or actual income whichever is less .
11. Income from units of unit scheme, 1964 [sec. 10(33)]. Any income from transfer of unit of the unit scheme 1964 of the unit trust of India, where the transfer takes place on or after 01.04.2002, is fully exempt. The benefit of exemption is available to an investor and not to a person holding units as a stock in trade in business.
12. Income from transfer of listed equity share [sec. 10(36)]. Any income arising from the transfer of a long- term capital assets being an eligible equity share in a company purchased on or after 1st March 2003 and before 1st March,2004 and held for a period of 12 months or more is fully exempt.
13. Long term capital gain on transfer of listed equity shares or a unit [sec. 10(38)]. If the following conditions are satisfied the capital gain shall be exempt:
(i) Equity shares in a company, or units of an equity-oriented fund, are long-term capital assets.
(ii) The transfer or sale of such equity share, or units is entered into after 30th September 2004.
(iii) Such a transaction is chargeable to securities transaction tax.
14. [bookmark: bookmark32]Claim under Bhopal gas leak disaster [sec10 (10BB)]. Any such claim received is exempt from tax.
15. Payment from National Pension System Trust – Any payment from National Pension System Trust to an employee on closure of account or his opting out of the Pension Scheme up to 40% of the total amount payable to him shall be exempt.   
16. Any payment from Sukanya Samriddhi Account.   
Important Note: Few Incomes discussed above will not be exempt in the new tax regime U/S 115 BAC. 
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