4 Chapter Name - Sex-off and Carry - forward & Set-off of losses

# Sections fo be coue‘:’ied N this Chapter :-
— Sechon 30 :- Intev-Source ﬁdj'usl-meni'
— Sechon 3l :- Intey - Head Ad.jusrmeni”
= Sechon 1B :- Cay rq-fom)awl &S@Jr-oﬂ UF house property loss
> Section 32 :- Cavy-fovward § Set-off of Business loss (other than speculative & specified business
= Saction 33 :- Cavyy-fovwavd & Set-ot{ of speculative business loss Loge )
- Sechon 32A :-Cawt‘-fv‘rwmd g set-off &f spectfred business loss
= Section 34 - Carvy - forward & set-otf 6F capitod losses
- Sechion F4A :- Cavvy -foruard & Set-off of lose froman achivify of ouning Efmainfainina vace hovseg
- Sechon 32(2) : - Unabspybed DQPmdah'on ¢ its adjustment
- Sochiom 80 v.w- Sechom 139(3) i- tompulcort{ ]‘-i llna RO| om ov befom Hhe duedale fov the puvpose
OF qgm{-f;rrmrc? of certedn losses



- Sat-oft and Cavry-Forword & Set-off of dosses :-

* Durina the PY - the assesswueams inwmefmm vayious SouYces

* Cuch inpmes ave Hen classifl'fd €, chavged 1o tax under five heady of income

* Deduchons ave then awlowed o be claimed ou.rof cuch intomes undey Hhoce
heads af income I

* Aty claiming deductions our of such incomes ; the net vecutt (i-e. balance inome)
K__//;_ﬁ
can be Posi'l‘iv@ (+ve) Can be nocaah' ve (-ve)
4 J
Shal) be charaeabm to tax i-e. hald be allowed 1o be ad{usmd @urof- the
taxed as a part of totad income. Othey positive badances i-¢- sot-off is allowed
but in the cupsence e{ such +ve balances;

thege —ve badanceg ave cavried -foyward
1o Subsequent years for thelr ser-off in later PYs.



* HQnm,ftom the above diswssion, it is clegr that -
§ deductions atlowable under any head awe < incomes taxable under that
head ; then the “remainiﬂcd e income 1s Made liakle for income tax .
However, if such deduchions are > sudh incomes then, the vemaining —ve inwme gels
wﬁible {w set-orH and Cawq-fmu)ard.

% Fox the puvpoce 0{ undevsfandjnﬂ the pvovicions tomfained in this chap\tr; ik ig

divided into two parts, namelﬁ —

Set-off of Losses Cavny-fonward & Set-off of Locces
J [}
thic meang adjustment of Logceg in the asbsenca of waible profits ,if Hhe losses
against profits from another Source could not be adjugred duning the PY;then,
or head of Income duning the Same Py Such fosses are cavvied-fovward fo Subsequent
J | PYs for adjustment aﬂajnst Hhe o,uaaible profits
Provisiong of Set-off ave tontauned in of thakt PY [}
sechion 30 & 3 - Pyovisions of cany- ywayd axa contained in

Coction MB,32,72,33A,H4 L HA .



* Predsely, the Shz{ys involved in the process o:F set-opf and Canvy - rpward of

locses ave as follows -
4 Step |~ Intev-Souvce Adjustment of losses du'rina Hhe came PY wls 30.

4 Step2 i~ Intev- Heod. Adjustment of- locses duving the came PY ul¢ 3.

¥ Step3:- Cavry - fovward oF Loeses for adjustment in suhcequent PYs wjc H18,32,
33,33A,34 & F4A.

¥ The above Steps must be {ollowed oxactly In the Same cequence a4 Shown adbove and
cannot be intexchanged-
* [} 1he locs cannot be adjusted as pex Section 30; then omly the. pyovisions of Sechan 3

ave invoked fov set-off of loss .
* Furthey, if the losc cannot be adj usted as pei the P"rovisicms aﬁ sechon 30 & 3, m’llx{ then

the le{-forwa‘rd prOViSioNS ave to be invoked .



# Soction 30:- |nter-Source Ptd.jusjrmenl’ Crf. Losses :-

* Geneyal Rwle i~ Loss vom q Souvce o’r Income can be adljugfed aﬂajnS’r PYofits 0]300011
Othey souvce of inwme under the same head,duving the Same PY .

* Howavey, the above geneval vule has cextain exceptions, which ave ot follows : -

(D loss fom a speculative business can be adjusted only agaunst profits from any
gpeculative business.

(@ Loss fvom a Specified business can be ad{uih?d OY\U.( aﬂa}nsl' PYofitS from any
spedfiod business.
4 Notel1-
locsfvom a Specutative business  Loss fvom o Speu'fi@d business  Loss fvom and othey business
Can be s|0 aaajnSf profitSof :-  canbe glo aﬁa,inst' profits of - can boe <o cnaau'nSi’ pyofils 01’3:-
+ Spocuation business & % Specudation business® * Specl ation business @
* Specified business® %* Spacitied business @ * Speaified business @
% Any othey buginess ® ¥ Any Othey buginess (X) 3 Ay Ohey businecs @



oo 2:- (osses from a business othey than a specwdation oy qudﬁqo! business cn
bo cot- aﬂl a,aainsf any busine<s incom. includi na prosu mPh'vo. buginesc income .

# Mol 3:- 10ss tyom a spedi tied business can be adjusted ctﬂains’r onfﬁ; aFam{ ._

P il oo s
Spedified business which Spedfied business which i< nof
IS euaibla fox deduchom w< 3¢ AD(“) Quﬁi ble {w deduchon ws 3SAD ©

® Long-term capital Logs (LTCL) can be adjusted only agamst Long-term Capited Gaain (L1cer)
Howevey, Shovt - texm Capitad loss CSTcij) can be adjusted aﬂaj nst chovt-teym Cafiiaj Gaun
(STC6) as well ot Leny - tovm Capitedt Grauns (LTCG) -

H# Note | :-
LTCL can be adjusted aﬂajnst ‘- STCL can be adjusted aacu'ns{- =
(TG ST S, (& E©

0of 2 Ligted equity chaves ov Units of EomF|business trust— tansfevred on or after o1-04-2018 anany
Tecoanised Stock exchange & STT IS Chafﬂed at the time of tangfor o1 such ossets and also af
the hme of acquiSiﬁonmshd equuty Shays —s L TCL—» can boe adjusted fully aﬂa:'nsmnq u[aey



® loss from an activify of owning & maintauning yace hovses can be adjusted only against
the pofifs fvom any such achvity.

# Mot :-
oss from an activily of bwNing [oss from any other couvce f income
¢, maintaining vace hovses can undor the head " (FoS" can be adjusted
be adj'usmd inst :- oﬂajnd‘ -
e e >
Pro{—.”rg fvom any - any othey inOMNQ Proﬁ'kg fmm an any other inume
acRvity of wanirra' under the head activity a[i oumina undex the head
¢ mainfoining race "IFoS & maintauning voce 'Fos" (except winnings
hovseg (V) horses (V) income)

© No loss can be adjusted against winnings inwme.
¥ Nole:- losses fsom lotiewies e vd-c(")camec , hovse vaces or any such casua acﬁ'vi’n{ ave not
eligible for any set-off (not even against the winni ngs iNcome jrom such type of adkivitie)
Such losseR are Mer@fvm liable o be ia'nmzd e. nof fo be Lonsidered for oy Set-ofp or

Cmrq-fwwafd -



© Loss fom an exempt source ot inwme ave not eligible for set-of} or canvy - fovward
Hence, Such losses ave liable 1o be 'iﬂmmd E(n.ola to be ad;gﬂad aﬂiﬁnst anr:;{mxa,ble
Sourta v} intome,

Gty o= ysome e
eg Intome,

set-off againstany taxable exempt @t pev the provisiens
Source o inome (¥X) of Income Tax Ad:, 1961 (V)

# Cockion 3\ :- Intey - Hoad ﬁdjus’rmeﬂl'of L0S<os - -

* Genoval Rule - Loss fvom any head of income can be adjusted against intome under
haad],cdminca w‘ihe sa.r:Fe Py. 4 “ ™

% Howavey, the above ganeval vule has cevhain exceptions, which are ot follows: -

(1) loss under the head "House Propawh{" can e adjusted aﬂainsfamf head of income bufsubjed‘
to maximum J 2/08,000.



® \oss -fTom any business other than a Speculative business or a SFQd ﬁQd bus(ness (an
bo adjusted against any head except "Salavies" head!

(3) loss rom

= undey any othey head .

any Specwlakive business } can not be ser-crf(l aﬂcu' nst an intome
t-e. Inter-Head Adjustment ws 3 (%)

any Speu ﬁ'ed business

othey head.
1-¢. Intey- Head M{Ud’m“‘f ws H ()

-tevm (LTC.L) Can not be set- NSt an income undex
i T

Shovt-teym (sTCL)

© loss fwm an achvity # oumina & maintaining yace hovses can not be adjusted againskan
income under any othex head i-¢. Inter- Head Adjustment ujs ()

@ No [oss can be ad.jUShd aunst mnnina& Intomg, -
0. Inter-Head Adjustmen aF loss of any hoad wls 3 can not be made aaainsl'.such oM.



# Section .- Canvy- forward & Set-oif of house property Loss :-

I the loss undex the head "House Pyoperty” could not be adjusted duvina the came PY even

after applying the provisions ajF intey -_cohx'“me & inter-hood adjustment wjs 0 €31 ;

then, such loss shall be carvied-fovward to subsequent PYs for a maximum peviod of € years,
10 be adjusted aﬂaj nct income f*rom houce propeviy

# ole 1~ boce under the hoad " House Property” can be cavried-fovward to subsequent Pys even if
the ROl of the PY fo which the loss relates is not filedl on or befoye the due date.

# Nofo 2~ Theve is no vequivement that the house property o which the brought - forurnd [0ss velates,
Should be ewnedl by the assessee du'rino the PY in which Such brouahr- f—oruuvd logs (S
souah’r fo be adjusted.



# Socton 32.:- Carn[.-ﬁrrum’d € Set-otf CTF business loss (other than Speculative and Sp@dffeo(
business losses)
If the loss from any buginess (othex than speculative and Spedfied business losseg) cowsd ot
be adjusled duri';\g the Py even aftexr applying the provisions of intev-Souvce & | ntey-head
adjustment ufs 30 &3 I

then, such loss shall be cavried-fencard 1o Subcequent PYs for a maximum pevied of 8 yaais,
to baadjusted aﬂa}nsi' any business income .
) SPchJaﬁuQ buginess intome @

L Spect f—fqof business income &)
L an(f othex buginess inwme (wheﬂ'\er ov not taxable Ulh ”PCIBF’”)@
L;CU)L{ P-sgsumpﬁvg business INwMe @
L any business income of Spouse|Minor child clubbed as pevsec- 64(2)
# Wole |~ Buginogs logs of any PY can be carried - foxward fo subsequent P cmhf If the E’OltrF
the PY o which Such loss velates is filed] on ov before the due date .

¥ Note 2:-There ie nb requivement that the business 1o which the brwﬂhr-fcwmd loss yalates
Shold be ontinued duying Hhe PY in which such bouahtHsioard loss is sought 1o be adjusted



fNofe 3:- [ossas of illegal business shall be taen into account & odjusted for compuhing
Yol profits of Such illeaa! business .
However, such loss from illegal business cannot be set-off against profite of any
1eaaj? business .
Furihey, such [oss i< also not eligible for cavry. fmrwaard & set-off in cubsequont”

years.

# Note 4 - Logs can be coy fed-fﬂwward by the cusessee who incuyred Such |ocs. However
excephong tp this vule are ;-
(a) Accumidaded buginess loss afama!aa.mahra 0. can be cavyied -fa'rwarof & sof-

&LE b({ ama.!ﬂamai@d Co-
(b) Pyoportionatle business logs of demeraeaﬁ Co. Can be carned -farwaraf & SU‘-@%F by

Yesulbking C0.

(O) Aecumudaked buginess losses arf a Pwpvie,tm[ wmeeyn o A paﬁmrshfp filrm when
Its business is taken- dver lotf a company can be caqrried-fosward & gq_aﬁ bc(
Luch tompany .

@) Accumuwated business Logses o«fl an unlsfed pukblic co- or private . . on ifc

cenversion into LLP can be carvied - Forward & set-off by such LLP .



(9) loss 6f a business acquived by way of inheritence can be carvied -forward &
Sek-off by the Succecsor .

# Nofe 3:- Ac pev the pyovisiong ofSach 32, b\'ou@h’r-fwwawl business Josse< ave to beser-af{

before sotti ng-off the byought - forward unabsorbed depvecioahon . Thexefue, the oxder

i which set-of{ shall be _ea(e cred ok of the business income shall be as follows:-

1)) cuvvent yeay depreciation , capital expendifure on cdentific vesaaveh, capital

Q%F@ﬂcg)ﬂlre o) famﬂﬂ plannin?g for the emp|syees ;

2) Bvotzﬂhf-—fmwa'rd businass 1octog ;

2-) Bvo hi'--fmwa'rd Unabgorbed dePTQdaﬁm :

4, Broug tfovward unabsovbed capi ol expendiiture on Saentific reseaych;

S) Brought - fomward unabsorbed capital expenditure an faxmha[ planning for employes



# Section 333~ Canny- forward € set-off of logs {rom Speculetive business -

IF the loss from any speculative business could nof be adjusted dwving the Py even after
appufi'nﬂ the provisiong of intev-source € inter-head adj‘u&'lmo,nl- W< 30 &H ;

U

Hhen, such loss shalt be cavvied- fowuard to Subsequent” PYs {ox a peviod cff maximum 4 years,
to be adjucted against the profits of any specwlative business.

3 \otel:- loss {Ivom any Specdative business can be ca\'ried-forwmd {'osubsquml' PUs anu1 if
Hhe RO o{ the PY 4o which Such l0¢S velates s ]ﬂ—. lod} oM or befove the due date .

# Vol 2.:- Theve . O quu'rmmen’r thad the businesS 4o which Hhe brou ht-fwwwrd oS volakes chat]
be wontinued duy ing the PY in which Such bdehf-fmumd Ss i gouﬁh’rfo be adjusted.



¥ Soction 33 - Cany- forward & sef-oit of Logs fvom Specitied business:-

IF the loss fvom ang Specified business could nof be adjusted dwving the Py even after
appufi'nﬂ the provisiong of intev-source € inter-head adj‘u&'lmo,nl- W< 30 &H ;

U

Hhen, such loss shalt be cavried- fovward to subsequent PYs for indefinite peviod, to be
odjusted againet profitc 6f ang specified business.

4 Vot |:- Lose {I;om any Specified business can bacavﬁed-forwmd {'osubsquml' PUs ml‘i if
Hhe RO o{ the PY 4o which Such l0¢S velates s ]ﬂ—;\ad on or be fove the due date .

# Vol 2.:- Theve . O vequ'rmmen’r thad the businesS 4o which Hhe brou ht-fwwwrd lo<s velates chat
be wontinued duy ing the PY in which Such bdehf-fmumd Ss i gouﬁh’rfo be adjusted.




¥ Soction 34:- CCJ(TYL{-FUYUJQrd € Set-otf 013 Copitod losses (i-e-STCL ot welag LTCL) : -

If the capital losses i-e-STCLag wellat LTCL could nof be adjusted during the Py even aftey
appying the provicionc of inter-source & infex-head odjustment ws A0 €3 ;

U

Hhen, such loss shalt be cavvied- foyward to subsequent PYs fox o peviod of maximum 8 Yoo
o be adjucfed aﬂajnsr capital ﬂajns (LTCL 0vly against LTCGr § STCL a.aainsrsrccmg wellas LTcG),

4 ote - Capitad [peses i-e.STCL ag woll cs (TCL can be ca\'ried-forwmd o subsequentPYs anu1 It
Hhe RO| o{ the PY 4o which Such l0¢S velates s ]ﬂ—. loc} o or be fove the due dato .



3 Section 34 A - Cavvy - fovward & Set-off of loss fsom an activity of ouning € mainfoining

Yace hovses ‘-

f the loss from an achvity of owning & mainlaining yace hevses could not be adjusted
duving the PY even after applying the provisions apfn’rei-souvce & inter- head adjustment
uls 30 g}

U

then, Such locs shat be cavvied- fovwand fo Swhbsequent PYs fov a peviod o maximum 4years
fo be adjusted aﬁainsf the. pyofits offwsud') achvity . ‘fm O{ /

# Wofe |- locs fsom an ackivify of owning & maintaining vace horses can be cavrled -frvwand to
subsoguent PYs only it the RO[ of the PY fo which Such lo<s velates is filed on oy before
the due date .

4 Nole 2 - The ackivity to which the bmu.ﬂhf ~forward locs velafes chat! adso be tmbinued cﬂmi'na e
PY in which such byought-frtuard logs is Sought o be adjusted.




# Soction 32(2) :-Unabsorbed D@pmdaﬁm & 11s adjugfme,n{-:-

It during the Py, due to nom-awulability or insutficiency of business profits, the
depvociahion for that yeay could not be dosorbed in full

\
then, such depreciaton which Yemains unabsorbed is known a4 Unabsovbeo Deprecicthon
(UAD) and the same can be adjusted aﬂajnsl' any income dm'ina that Py excepl™intome

tvom "Sadaries”.
Howevey, it such UAD cowd not be adjwted duving the PY; then IFwowld be carried -

fovward 1o Subsequent PYys fov indefinite period, to be adjusfed aﬂajns]' any inceme excepl
Income from "Souaries”

4 Mol :- UAD can be cavried- fovward to Subsoquent PYs even i’f the RO aﬁ the P4 1o which such
UAD velades is not filed on or before the due date.

N5 e e



4 Othey [mpovtant Points :-

) Loss from any Souvee of income under the haad " IFDS" (except loce fvom an adtivity ot
owMing & main’rajn‘inﬁ vace hovses):

J

are ijﬂiblefw Infey-Sourc? adj'us’rmeni' uls 30 within the same head € con be adjusted aﬂains’r:-
tf_‘_’/;___ﬁ'
Winnings fAny Other income includling pvo fits fom an
Income. QO achvity u{ ouminﬂ & ma ni'ainina Yace hovses (V)

* Further, 1 such losses wuwid not be adjusted within the 'IFos " head ; then such losse2 would be
wqi%le fox infev- head adjustment ujs 3 € can be adjusted againct inome-from ony haad
W _

ouramf yostyichom.

¥ If the above losses sKU coudd not be adjusted even after applying the provisions of. inter-Source
¢, infev-haad adjustment wjc 30 &3 ot discussed above ;Hhen, Such losses shall lapse and shall
hot be allowed 10 be cawfed-fo'twa'rd to Subsequﬁnf Yaavs {ﬂ se,r-o{{l in lakex yoars.



2) Rs pex the provisions of Section 80 vead with Sechion 139 (3); follouﬁna |0sses can nof
be cavried - fofwafrd o subsequanr PY<.if the Rol of#\c PY 1o which Such losces velotes
to is not fuvnished on or before the dwe date:—

1) Business loss (othex Hhan Speauative or specitied business Loss) ;
2-) Speatlahve business losg .

3) Specjﬁed business loss;

4:) Capitad Loss (STCL ov LTCL);

¢ loss ](rom an ach vi’q e,‘l own'ina ¢ manf-ajnina ~yace hovrses.

% Howevey, {ollcrwinca logses can be cayried -fovward to swbsaquent Py< even i the RO of
the PY to which such losses velales to is not filed on ov before the due date ;-
) Houge Propexty Loss
2) Unabsovbed] Depreciation (VAD) .

* The above vestvichon is applicaole cmu{ i case of cany-fowand of the losses fox the ]fwsl-
hime € not fm‘ Hhe SU—UH o{ L0gsesS oy carm—fﬂwm’d a-]E brouﬂhr- fmward losses.

—— END 0F NOTES —



