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General Notes - Second Schedule to the Income Tax Act, 1962

General Note 7
GENERAL SUBJECT: SOURCE OF INCOME

SPECIFIC ASPECT: SECTION 9(1)(g)(ii) AND LUMP SUM BENEFITS FROM PENSION AND PROVIDENT
FUNDS

STATUS: OPINION

BACKGROUND: The provisions of section 9(1)(g)(ii) of the Income Tax Act are mutatis mutandis
applicable on lump sum benefits that are included in paragraph (e) of the definition of "gross income"
in section 1 of the Income Tax Act.

OPINION: Paragraph (e) of the definition of "gross income" in section 1 of the Income Tax Act
includes "any amount determined in accordance with the provisions of the Second Schedule in respect
of lump sum benefits received by or accrued to such person from any fund...” and provides that "the
provisions of paragraph (g) of sub-section (1) of section nine shall mutatis mutandis apply in the case
of any amount determined as aforesaid;".

It follows that the provisions of section 9(1)(g) of the Act must be applied on the taxable portion of a
lump sum benefit, that is after allowing the deductions determined in accordance with the provisions
of the Second Schedule to the Act.
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