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MODULE-11
SET-OFF AND CARRY FORWARD OF LOSSES

o of an assessee is calculated in different heads, There may be one of

showing losses. Such losses can be set off against the income of

/ﬂl(‘ incom
ame year or can be carried forward to

- ore heads
| or other heads in the

me heat €
Subgcquent ycar.f..) rhe following are the important provisions relating to the st
off and carty forward of losses.
SET _OFF OF LOSSES
set off of losses means adjusting losses against incomes.

l/I set-Off under the same head (Inter-source adjustment) Sec. 70 o

Any loss arising from one source of any head can be set off against the incomes
of other sources in the same head of income for the same assessment year.

Exceptions

The following are the exceptions to the above rule

1, Loss from Speculation Business L
The loss from speculation business cannot be set off against income from non-
speculation business., It can be set off only against the profits in speculation
b_usiness.’.

5. Long term Capital Loss v
loss cannot be set off again:
ainst long term capital gains.

nst any capital gain.

The long term capital ainst short term capital gains. It
can be set off only ag ) However, short term capital
loss can be set off agai
Loss from Owning and Maintainin
maintaining race ho
head other sources.’

g Race Horses o

rses cannot be set off against any
Tt can be set off against income of

3.
Loss from owning and
other income under the
su_ch_aEti\ii'ty only..

4. Loss can not be Set-Off against Winning from Lotteries,
crossword Puzzles, etc. L—

Losses arising from the horse races, card games, etc cannot be set off against

the winnings from lotteries, races, €t
5. Loss froman exempted source of income
any taxable income. L~

cannot be set off against
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INCOME TAX

~,ud-© Loss from cloth business

i[ml?:\fuu- following particulars of his income furnished by Mr. Srik(:,?:; Lrli;

’ the assessment year 2018-19 and the losses carrled forward, comp
gross total Income. . 15,000
a\ l_‘unq term ¢ .mtldl;_]f !1 10,000
b Short term c‘u}ll“w gain 46,000
¢ Income from silk business

R ; 5,000
d~ Speculation profit
o Interest on debentures of a company(gross) 15,000
f*  Income from House property(comDUtEG) 8,000
The carried forward losses from the assessment year
2017-18 are
C-Lai-¢  Loss from silk business 22,000
J=lvii-¢ Speculation loss 8,000
b~ Le4jii- b Short term capital loss 8,000
2= 4 iy = Long term capital loss 7,000
L4 - Current year's depreciation for silk business amounted to Rs. 800
| (GUG B.Com.VI Sem. 2014)

Ans: Gross total income Rs. 56,200

Hint: House property Rs. 8,000; Business Rs.23,200; Capital Gains Rs. 10,000;
Other sources Rs. 15,000

Note:

1. Unabsorbed loss of silk business of A Y 2017-18 is set off against Profit
from silk business of current year after adjustment of current year
depreciation.

2. Out of Unabsorbed speculation loss of AY 2017-18 Rs.8,000, only Rs.
5,000 is set off against speculation profit of current year and the balance of
Rs. 3,000 carried forward to next A Y.

3. Unabsorbed LTCL of A 'Y 2017-18 is set off against LTCG of current year.

4, Unabsorbed STCLof AY 2017-18 is set off against STCG of current year.

2. From the following particulars furnished by Mr.Sunil Magdum of Bijapur,
compute his total income for the assessment year 2018-19 by set off and
carried forward of losses.

_~'~a  Income from salary 1,50,000
~~7'b  Income from Let out property 20,000
 Lev ¢ Loss from self occupied property 1,00,000

80,000
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| SET-OFF AND CARRY FORWARD OF LOSSES
‘¢ Income from automobile business 1,00,000
a : *f Income from speculative business 40,000
L. g Loss from speculative business 60,000
| ““"h  Income from securities 20,000
- “i  Winnings from lotteries(Net) . 1%°. . | ¢, o 1,12,000
j  Long term capital gains " 40,000
~vk Short term capital gains 10,000
Lt | Short term capital loss 30,000

The carried forward items for the assessment year

2017-18 are

b= W5 j-h Loss from interest on securities 6,000
€= le ji-&  Loss from kirana business - 5,000
¢ - k4 i~ - Unabsorbed depreciation for the PY 2015-16 was - 5,000

(RCUB B.Com.VI Sem. 2015)
Ans: Total income Rs. 2,74,000
Hint: 1. Loss from SOP is set off against income from LOP of Rs 20,000 and
balance loss Rs 80,000 is set off against salary income.

2. Loss from cloth business is set off against income from automobile
business. Carry forward kirana business loss and  Unabsorbed
depreciation of A Y 2017-18 are set off against Profit from cloth
business. |

3. Loss from speculation business of Rs. 40,000 is set off against income
from speculative business and balance loss of Rs. 20,000 is carried
forward to next assessment year.

4. Carried forward loss from interest on securities of Rs. 6,000 is set off
against income from securities.

3.  From the following particulars of income and losses of Mr Mukesh for the
assessment year 2018-19, compute his gross total income.

» Long term capital gains " 6,00,000
+) ““Short term capital gains 4,00,000
z) “Income from cloth business 18,40,000
v) “Profit from speculative business 2,00,000
<) “Interest on debentures 6,00,000
2~ Income from house property in Kalaburagi 4,40,000
\ i~ Loss from house property in Vijayapura 1,20,000
%) “Winnings from lotteries 1,60,000

%) * Income from owning and Maintaining of Race horses 80,000
The carried forward losses from the AY 2017-18 are:

721
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INCOME TAX

VL Loss from cloth business 8,80,000
W La Loss from speculation business 3,20,000
) et Short term capital loss 3,20,000
) Lot Long term capital loss 2,80,000
Y Lot Loss from OwWning and maintaining race horses 40,000
Ans: Gross total income Rs, 24,80,000
Hint;

4. M Jagdish supplies the following information for the previous year 2017-
18, You are required to compute total income after set off and carry
forward of losses for the assessment year 2018-19,

» 1 Income from salary Rs. 1,50,000

=72 Income from house at Bidar Rs. 1,80,000

“ 3 Loss from house at Bijapur Rs. 2,40,000

>4 Profit from Automobiles business 3,00,000

S Loss from speculation business 60,000

““ 6 Loss from cloth business 1,50,000

~> 77 Short term capital gains on shares 2,40,000

| #7~"8  Long term capital gains on Land 3,00,000
479  Short term capital loss on machinery 2,70,000

N Le 10 Long term capital Es_s on Building 1,50,000

1 “11  Winnings from lotteries 1,50,000
5 “12  Interest on debentures 60,000

+ 13 Loss from card games -conn s Zoviod/ neik 924.90,000

| | %14 Loss on maintenances of race horses » 1,20,000

' Ans: Gross total income Rs, 6,60,600

i $.Fo000 —

| 3. Mr Akash supplies the following information for the previous year 2017-18,
You are required to compute total income after set off and carry forward of
losses for the assessment year 2018-19,

'f(“ "1 Income from house property X Rs. 4,00,000

| | |~ =% 2 Loss from house property Y Rs. 4,80,000
N L+ 3 Loss from house property Z Rs. 4,40,000
' > 4 Profit from business X Rs. 4,32,000
" =¥ 5 Loss from business Y Rs. 4,72,000

% ~6  Profit from speculation business in Gold Rs. 4,40,000

L+ 7 Loss from speculation business in Silver Rs. 5,20,000
P “8  Short term capital gains on machinery  Rs. 4,24,000
=% 9  Short term capital loss on Furniture Rs. 5,12,000

—> 710 Long term capital gains on Land Rs. 48,000

! 722
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BUT-OFF AND CAURY FORWARD OF LOASES

11 Income from card games fte, 3,720,000
212 Loss rom card games fto, 3,060,000
413 Loss on maintenance of race horses Ry, 2,80,000
“ 14 Interest on securities fa,  4,40,000
Ans: Total income Rs, 3,20,000
Notes:

{.  Unabsorbed loss from speculation business in silver is carried forward to

next assessment year as it can-not be set off against any income except

speculation profit

Loss from card games Is not allowed to be set off against any income

3. Loss on maintenance of race horses is carried forward to next assessment
year as it can-not be set off against any income except profit on
maintenance of race horses.

g

6. The following are the particulars furnished by Mr.Rahim for the assessment
year 2018-19.

> ~Income from salary (computed) Rs. 3,30,000
", “Income from house property (computed) Rs. 20,000
““Profit from cotton business Rs. 72,000
l+: Loss from groundnut business Rs. 20,000
- “Profit from speculation business Rs. 50,000
, “Short-term capital gain Rs. 20,000

He also furnishes the following particulars of losses
brought forward from the assessment year 2017-18

) l+f Loss from cotton business Rs. 15,000

. Loss from food grain business discontinued in the same Rs. 17,000
year

- Loss in speculation business Rs. 40,000

" Long-term capital loss - s £ forwey o Nezd upsd 2 Rs. 6,000

Compute his total Income for the assessment year 2018-19 on the
assumption that he paid Rs.10,000 Life Insurance Premium on his own life.
Ans: Total income Rs. 3,90,000 5 edl B0t
Hint: Income from sales Rs. 3,30,000; Income from house property Rs 20,000;

Income from business (20,000+10,000) Rs. 30,000; STCG Rs.20,000; GTI
Rs. 4,00,000; Deduct U/s 80C Rs.10,000.

7.  From the following particulars of income provided by Mr.Vijaya Kumar for
the three assessment years:

Particulars 2016-17 2017-18 2018-19

723
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INCOMPE TAX
" Tncome from salary 20,000 22,000 m
Loss from SOP 4,000 - =
" Income from LOP 16,000 4,000 12,00q
<% Loss from business 16,000 . N
* “Ihcome from business o= 24,000 12,009
12,000 = ;

-+ Loss from speculation business
— ~ Profits from speculation business
“Dividend from Cooperative Society
t Short-term capital loss

-~ 40,000 50,006
4000 4000 4,00,
4,000 e 8}000

~~» Long-term capital loss 24,000 - -~
: “Tong-term capital gain " 12,000 24,000
From the above information, compute his gross total income for three
assessment years. :
(RCUB, B.Com. VI 2016)
Ans: GTI for AY 2016-17 Rs.20,000; 2017-18 Rs.82,000; 2018-19 Rs.1,12,000.
Hint: AY 2016-17
1. Loss from SOP is set-off against income from LOP.
2. Loss from business of Rs.16,000 set-off against income from LOP
Rs.12,000 and other source Rs.4,000.
3. Loss from speculation business Rs.12,000; STCL Rs.4,000 and LTCL
Rs.24,000 carried forward to next year 2017-18
AY 2017-18
4, Unabsorbed speculation loss of AY 2015-16 Rs.12,000 is set-off
against speculation profits.
5. Out of Rs.24,000 unabsorbed LTCL of AY 2015-16 Rs. 12,000 is set-
off against LTCG.
AY 2018-19
6. Current year STCL Rs.8,000; unabsorbed STCL Rs.4,000 and
unabsorbed LTCL Rs.12,000 are set-off against LTCG.

xxkx
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15 MARKS ILLUSTRATIONS
IHustration 3:

From the following particulars of income and losses of Mr Mahesh for the

&1

ssessment year 2018-19, compute his gross total income.

~ Long term capital gains

3. Short term capital gains
" Income from cloth business
~ Profit from speculative business
" Interest on debentures

_—=“Income from house property in Kalaburagi

Loss from house property in Vijayapura
= Winnings from lotteries

1,50,000
1,00,000
4,60,000
50,000
1,50,000
1,10,000
30,000
40,000

" Income from owning and Maintaining of Race horses | 20,000

The carried forward losses from the AY 2017-18 are:

708
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[ oss from cloth h“-,m,.._.‘

¢ Loss from specy)
« g
i 0 short term capiy
F -

ation by

ANy,

nl' ln(“‘-
o Lona term capital Joge

) 4t LOSS [TOM OWNing ang Maint

tion: :
Solu Calculation of Gros

S Total Income of p,
ncome from house Prope - Mr M

ncome from HP in Kalaburagi
[ess: Loss from HP in Vijayapura
income from Businesg
profit from Cloth Businesg
Less: CF Loss in cloth Business
| profit from speculation business

| Less: CF loss from Speculation Business
.5 Carried forward to next Ay

3 | Capital gains
' Long Term Capital gains
/ Less: CF Long Term Capita| Loss
] Short term capital gains

Less: CF Short term capital Joss
4 | Other Sources
Interest on debentures
Winnings from lotteries

Income from owning & Maintaining
race horses

Less: CF loss from owning &
Maintaining race horses

Gross Total Income

SUT-Opp

ll“llllt] race

:\mr CARRY FORWARD Op LOSsN
‘ 2,20,000
80,000
H0,000
70,000
horses l_[}!l’}(]ﬂ
ahesh o
1,10,000
30,000 80,000
4,60,0[}0
220,000 | 2,40,00
50,000
20,000
0,000 -- 2,40,000
1,50,000
70,000 80,000
1,00,000
180000
80,000 1,00,000
1,50,000
40,000
20,000
10,000 10,000 2,00,000
6,20,000

Note:

1. Loss from house property in Vijayapura is set-off against income from

house property in Kalaburagi.

2. Carried forward Loss from speculation business of Rs. 50,000 fs set'of
| against profit from speculation business and balance Rs.30,000 is carried

forward to next assessment year.
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‘NQ“,\"_‘ TAX

IIIU!.'t:.!liun q:

! previous year 2017-18, Yoy
Mt Rameey supphies the following mlmnmtum fu:'l.l:;d; pririmdve -y -
e required to Lompute total income after set off ¢
lhl' ‘lkk‘\.‘g‘ln(xln \k‘\" '1“1“ lll'

| Rs. 50,000
l‘ Income from salary | Rs. 60,0(}0
2 Income from house iy]l Rmchur Rs. 80, 00
3 Loss from hous.c at l\alapuragl 1!00'000
79 Im:onp from Kuanf) busmfiss P I Yo 20,000
S*  Loss from speculation business — ¢sn 50 000
6 Loss from cloth business 80"000
>7" Short term capital gains on shares ¥
SJ:\\ Long term capital gains on Land 1’00‘000
Avg ) Short term Capital loss on machinery 90,009
107 Long term capital loss on Building 20,000
11 Winnings from lotteries 30,000
12~ Interest on debentyres 20,009
13%  Loss from Card games — toany Lvisned weond SR 30,000
14 Loss on Maintenances of race horses - cnn Wfivwe o pe.t 2ee 40,000
Solution:
Computation of total income of Mr Ramesh
I Income from salary 50,000
II Income from House Property
Income from Raichur house 60,000
Loss from Kalaburagi hoyse (80,000)
Loss from house property (20,000)
II Income from business
a Regular Business
Profit from Kirana business 1,00,000
Loss from cloth business 20,000 80,000
b Speculation Business
Loss from Speculation business 20,000
Carried forward to next Ay
Profit from Business 80,000
III Capital Gains
LTCG on Land 1,00,000
LTCL on Building (50,000)
50,000
STCG on Shares 80,000 i_
I = |
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o _..-—-*-‘-——-.,.______“h
—I".-

517, i .
B HALM FORWARD op

LOSSES
Less: STCL on Maching, 130,000 o
ncome from othe, 90,00( r
Lo " ©F SOurces 10,000 | 40,000
winnma from Inlh..‘m's\
Interest on debenyyya, 50,000
Loss on maintenance o tace 20,000 70,000
horses carried T(\[Wm-d to hext [,\\l’ 70 DOD
, 40 '
21085 total incgme [, =
= INcome s, |

220,000
fllustration 5:
i akash supplies the followgp, informat;
::3 required to compute tota| jne tion for the Previoys

e assessment year 2018-19. " anter set off and carry fzera\::afg 107;‘ Iloss-s;? lfjor
‘ 1 Income from house Property A
Loss from house property g Rs. 1,00,000
; Loss from house Property Rs. 1,20,000
.~ Pprofit from business x Rs. 1,10,000
; Loss from business Yy Rs. 1,08,000
(g~ Profit from speculation busjneg i, Gold 22 1,18,000
7 Loss from speculation business in Silver Rs- /10,000
=g~ Short term capital gains on Machinery Rs' 1,30,000
g Short term capital loss o Furniture Rs: 1123000
10~ Long term capital gains on Land Rs. ’lz'ggg
11~ Income from card games Rs. 8[}’000
2% Loss from card games 4/ / 4+ Re. 90’000
137 Loss on maintenance of race horses g Brwsaed 1sf po 70:00 "
14~ Interest on securities ' Rs. 1,10,000
Solution:
Computation of tota] income of Mr Akash
A Inter source adjustments e
I Income from House property
Income from house property A 1,00,000
Loss from house property B (1,20,000)
Loss from house property C (1,10,000)
Loss from house property (1,30,000)
I Income from business
¢ Regular Business
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INCOMP TAX — o
rofit from business X P8
: :\‘g‘-,lt{ ["\m Dbusiness Y _(l! 18’000) ; ( 10’000)
b Speculation Business
Profit from speculation business in | 1,10,000
Gold
Loss from speculation business in | (1,30,000)
Silver PR
Speculation loss carried forward (20,000) -
next AY
o Loss from Business (10,000)
III  Capital Gains
LTCG on Land 12,000
STCG on Machinery 1,06,000
1,18,000
Less:  STCL on Furniture (1,28,000)
STCL carried forward to next AY (10,000) ~
v Income from other sources
Income from card games 80,000
Interest on securities 1,10,000
Loss on maintenance of race 70,000
horses carried forward to next AY
Income from other sources 1,90,000
B Inter-head adjustments
Income from other sources
Income from card games(not 80,000
available for set off)
Interest on securities 1,10,000
Less: Loss under house property 1,30,000
Carried forward loss under HP (20,000)
Carried forward business loss (10,000) -
Gross total income 80,000
Less: Deduction u/s 80 -
Total income 80,000
Notes:

1. Unabsorbed loss from speculation business in silver is carried forward to

next assessment year as it can-not be set off

speculation profit

against any income except

Loss from card games is not allowed to be set off against any income

712
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SET-OFF AND CARRY FORWARD OF ws:_:!g_
/minlunancc of race horses Is carried forward to r;;;tct;‘ssessmt
] car as it can-not be set off against any income except pr
maintenance of race horses.

n 6: .
I"us:rfntignt, an individual provides the following information for the previous
M ding 31.03.2018. -

i income from house property: ~“House-A RS. 2
'/t House-B Rs. (234000)
~ 14 House-C Rs. (242000)

fits and gains of Business or Profession

Prfb“éusinegs-A Rs. 216000
\ 15 Business-B Rs. (236000)
= Business-C (Speculative) Rs. 222000
‘ Rs. (246000)

\ L3 Bysiness-D (Speculative)

Capital Gains
- Short term capital gains Rs. 212000

Jug — Short term capital loss Rs. (256000)
s Long-term capital gain on building Rs. 25000 !
Income from other sources |
“Income from card games Rs. 216000 [

v Loss from card games acd 24 Rs. (150000)

SIS Tt

~£ Loss on maintenance of race horsescazy f7+; Rs. (212000)
Interest on securities - (30.299)Ly - ¢ ,-’;.'z,.‘ Sy Rs. 208000 0
T R, 284000 g

“Income from salary
Compute the gross total income for the assessment year 2018-19.

Solution:
Computation of Gross Total Income v
—  step-I: Inter-source Adjustment %-
I Income from Salary 2,84,000 :
11 Income from House property
House-A 2,30,000
House-B (2,34,000)
House-C (2,42,000)
Loss from house property (2,46,000)
III Income from Business
a) Regular business
Business-A 2,16,000
Business-B (2,36,000)
Regular business loss (20,000)
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INCOME, 14

SDecuIative Business \\
Husinw,.f;-(; 2'22'000
Busirwss-D (2’4-6'000)
Loss from, SPeculative business 24,000
Carrieg forwarg to next Ay —
111) Capita) Gaing -
"G term capital gain on building 25,000
Short-tern, Capital gain -—2:12,000 |
2,37,000
Less: Short-term Capital loss | (2,56 :000)
fsémlt-tderm Capital loss carrieg (19,000) |
'ward tq next Ay P— ]
Iv) Income from other sources
Income from carg games 2,160y,
Interest o, SeCurities 2:03100@
Loss on Maintenance of horse race (2,12,000) '
Carry Orward tg next Ay
& Step-17. Inter-head Adjustment

Income from salary

€Ss: Loss from house Property
II)

ncome from Card games
Nterest on SeCurities

€SS: Loss from regular business

Gross Total Income

Mr.Rajkumar submits the follo

bst 12

Income from sugar business
Loss from tea busine
CM r)\/Short-term capital loss
2 ¢) Long-term gains
7) V[Sividend from cooperative society
Q‘Winnings from lotterjes (gross)
) \’Winnings from card games
27133 Loss from cloth business

1) Bank interest

< f.--‘.‘ LaJ

Wing details of his income for the A.Y. 2018-19
Y “Income from salary

57 Rs. 1,50,000
Loss from letout house Property-A - Jazs Ly ~(aler
~2 3 1

Ss brought forward from 2016-17

2,84,000

( 2,46,000)
38,000
2!161000

2,08,000

(20,000)
1!881000
YT

Rs. 20,000
Rs. 25,000
Rs. 60,000
Rs. 30,000
Rs. 20,000
Rs. 2,500
Rs. 25,000
Rs. 3,000
Rs. 5,000
Rs. 2,500
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-l‘:“_“-l from letoyt |u|_1‘;;._-,|\,;' “ —t *f_l"!‘ AND Muuv I*g_mlfmlfluw LOB8Yy
Calcutate the gros, otal OIMe g1, Carry | Re, ‘I-;:,‘,",-r-};'j—.
colution: - I A0 Sl fy
! ) -|'1|J'II|.|I|t”,“i Grogs Total
step-I: Inter-souycg Aiustimey ¥ come
ncome from Salnry
ncome from hougg Property 1,50,000
1 Loss from letout |"“P"Ily A )
profit from let-out Property.g (20,000)
Loss from house Property 10,000
1 Income from businegg (10,000)
[ncome from sugar businese
Loss from cloth businesg 25,000
Income from business (5,000)
y  Capital gain 20,000
Long-term capital gain
Less: Short-term capita loss 20,000
short-term capital loss carrieg (30,000)
forward to next AY (10,000) ;
y Income from other SOurce
Dividend from cooperative society
Winnings from lotteries 2,500
Winnings from card games 25,000
Bank Interest g’ggg
33,000
Step-II: Inter-Head Adjustment
I Income from salary 1,50,000
Less: Loss from House Property _(10,000)
: 1,40,000
II Income from Business 20,000
Less: Brought forward loss of Ay (60,000)
2016-17
Carried forward to next Ay WUT .
I Income from other sources 33,000
Gross Total Income {73000

e

1,73,000
— 1B
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