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FOR A commeon man the task of under-
standing the procedure and provisions
of law is miimidating, not only i the
process of tax caleulation difficult. its
practical implementation tedious and
cumbersome. However, under the v,
the tax payeris legitimately entitled (o
p\.mIml.m\Ihdllu\la\hnlnhl\ is min-
imal. A businessman can legitimately
structure the businessentity inany form
as described in the law. Tt can be in th
Torm ol Association of Perser
Individuals or partnership 1o canry uul
business activities. These are subjected (o
laxation under the eome Tax Acl,
1961 or other Indian laws as preseribed
stiitable lor the laxation purpose. Bul
thereare variations in the Lax provisions
relating o each of them which depends
onthe form of the nrganisation. In any
Business, while wsimporiant to choose
anappropriate form o makeilasucoess-
Tul venture, such selection brings tax
benefits o the business man.

The Hindu Undivided Family (HUF) is
aspecial feature of Hindu society and is
delined as consisting of an ancestor and
all his lineal male descendants toge ther
with theirwives and unmarried daugh-

74 United a Hindu fami

STRUCTURING WEALTH

Exemplion Tax Savings

Taxpayer Limit /s 80C
Mr. X 160,000 100,000
Mr. X's son 160,000 100,000

Mr. XHUF 160,000

Mrs. X 1,950,000 100,000

Wi, X5 daughter 120,000

Figuresin 7

ters. Daughters bornin the family areits
members till their marriage and equally
wornen married into the family are
members of the undivided Ganiily,

The ax mcidence can be lowered
considerably by elfective tax planming
under HUF struciure. Let us lake an ex-
ample of a small family consisting of Mr
X, hiswilea homemaker, one majorson
pursuing his post-graduation and one
major daughter studying i wll
They all constitute a HUE Undler this
artangement, Mr X, the Karta of the
[amily, canmake profitsin hisindividoal
name. An HUFmember cannol be taxed

in tespect of any sum which he rece
a8 a member oulaf the lamily income,
even though the family may not have
paid 1ax on s inceme. As per section
2(31)olthe IT Ad, 1961, HUF isdefined
asaseparale entity lor axation. Ilmeans
that the same person can be assessed in
two dilferent capacities viz. as an ndi-
vidual and as Karta.of his HUE
Through an intelligentuse of gifts and
settlements by Mr X to all lamily mem-
bers, each [amily member has invest-
mentsin business, industry, house prop-
erty in their own individual names that
cachmale member and the HUF would

ains, divided

havea gross annual income of2260,000
and both the femake members an in-
come of 7290,000 each, inall adding up
10713.60 lakh (7260, 000 x 3 +3290,000
x 2 and thisincome 3s lotally tax-lree.
In addition, there may be several
items of [ully exempied income such as
agriculural income, dividend income,
ete. which could be planned for cach of
the lamily member and also for the HUE
tosecure a high level ol zeroincome Lax
for the family. Similarly under H
struchure, one can use the following
methods o reduce the tax incidence:
® Byincreasing he number of assess-
able tnits through the device of partition
of the HUE, where the partition resullsin
separate independent 1axable unis
Suppose an HUF consists of father and
two sonsand there are two business es-
tablishments, ahouse propertyand oth-
ersotuees ol income. HUF parfition can
be done iving one business estab-
lishment toeach son, house property
the father and dividing other sources so
as o make the \l1l\|l\\'l'\u‘\tl\hﬂ‘|l
7]1[']' partition reduces the tax fability.
. ion ol separate taxable units of
HUF lhm alywill” in favour of HUF or

it loses

ill” 10 HUE For example, there is an
TF consisting ol Karta, hiswilke, his iwo
sons, daughter-m-law and grand chil-
drenand a “gilt’ or will' ismade for the
benefitol two smaller HUFs ol the sons.
The bigeer HUF will stay as a separate
texable unit even after Karta’s death.
o Through family setlement or
arrangement, the tax incidence may be
reduced considerably or it may even be
nil. Suppose a family consists of Karla,
his wile, two sons with their respective
wives and children hasa totalincome of
76,00,000. by lamily arrangement, in-
come vielding property is setllerd on the
Karta, his wile, his two sons and two
daughter-in-law, then the income of
cachiwoulld be 100,000, which may al-
tract nil or comsiderable lower ax.
# lthebusiness, capital orinvestment
of the HUF is expanding then such ex-
pansion ean be done in the mdividual
names of HUEmembers by giving loans
1o member. The HUE may or may not
charee interest on the loans given.
Similarly, there may be othermetheds
and devices but application afa particu-
lar device will depend upon the Jacts and
circumstances of each individual case.




