Assessment Procedures
Some important points to remember in exam:
Sec.139(3) read with section 80: Loss Return
· Losses can be set-off even if the ROI is furnished after the due date
· Loss of business referred to in section 35AD can be carried forward under section 73A even if ROI is filed after due date.

· As per CBDT Circular Loss can be carried forward even if ROI is filed after the due date and the delay in filing of loss return in case of genuine hardships can be condone by:
(i) CIT if the returned loss is upto Rs.10,000

(ii) Chief CIT is the returned loss exceeds Rs.10,000 but is upto Rs.1,00,000

(iii) CBDT if the returned loss exceeds Rs.1,00,000

Sec.140A Self Assessment:-

If the assessee maked short-payment, the payment made under this section shall be adjusted first towards interest and thereafter towards tax.
Sec. 143(1) Summary Assessment:-
· Summary asst. is possible only if a return is submitted u/s 139 or 142(1), it may be noted that the returns filed in response to notice u/s148 and 153A are also treated u/s 139 and therefore summary assessment is also possible in those situations.

· An intimation is sent to the assessee only in the three situations:-
(i) Any sum is payable by assessee

(ii) Any refund is due to assessee, or

(iii) Any adjustment of loss is made

· Intimation shall be deemed to be a notice of demand as per proviso of section 156.
· It is not an assessment order, therefore:-
(i) The AO can issue notice u/s 143(2) even if he has already send an intimation u/s 143(1)

(ii) The Assessee can submit revised return u/s 139(5) even after receipt of intimation.

· The assessee can file appeal u/s 246A and can also apply for rectification u/s 154

· The intimation for tax payable/refundable shall not be sent after the expiry of one year from the end of the financial year in which return is filed. However, the limitation of one year shall not apply to issue of cheque of refund.

Sec.143(3) Scrutiny Assessment
· The Assessment order under this section is passed on the basis of (i) the return of income filed by assessee, (ii) the evidences produced by the assessee and (iii) the evidence gathered by the AO.
· Assessee can make new claims of deductions/ allowances etc. during the course of scrutiny

· Non compliance of a notice u/s 143(2) can result in Best Judgement u/s 144 and a penalty u/s 271(b) – Rs.10,000
· Two provisos of sec.143(3) are important as they depict the true exercise of wisdom of the Parliament.

· The AO can reduce the income below returned income and can assess the loss higher than the returned loss under this section.

· GOETZE (India) Ltd. (SC) a claim can be made before the AO in the assessment proceedings only through a revised return and not through a letter. 
Sec.144 Best Judgement Assessment

· Following are the situations for invoking for this section:-
· Assessee fails to file return u/s139(1)/(4)/(5), 
· Assessee fails to comply with the notice u/s 142(1)/(2A), 143(2)
· Method of accounting and Accounting Standards prescribed u/s145 are not followed.
· Where the AO is not satisfied about the correctness and completeness of the accounts of the assessee.

· Although time limit of notice u/s 144 is not prescribed but it is compulsory to issue notice before completion of assessment under this section.
· A refund cannot be granted under this section by AO only sum payable can be ascertained.

· In case of refund, the general practice adopted by AO is to determine/ grant refund by way of processing u/s143(1) and thereafter complete assessment u/s144. 

· The AO u/s144 cannot assess the income below the returned income and cannot assess the loss higher than the returned loss.

· The Order u/s 144 should be a speaking order.

· No appeal can be filed against the directions issued under sec.144

Sec.147 to 152 Income Escaping Assessment
Meaning and scope of the term ‘Reason to believe’
· A later decision is sufficient for formation of reason to believe
· Retrospective amendment in law
· Fresh evidences coming to the possession of authorities

· Reason to suspect is different from reason to believe

· Change in opinion cannot be basis of forming reason to believe
· Since the proceeding of section 143(1) is no more than proceeding of return therefore there is no question of ‘change of opinion’ ACIT Vs. Rajesh Jhaveri Stock Brokers (P) Ltd. (2007) (SC)
First proviso in sec.147:-
It may be noted that the explanation 1 prescribes that for the purpose of First Proviso of sec.147, production of accounts or other evidences from which material evidence could with due diligence have been discovered by the AO, shall not necessarily amount to disclosure of all material facts necessary for assessment.

* it may be noted that the sec.147 is merely a machinery provision. It merely empowers the AO to require the assessee to file returns of PSAY. The returns filed by the assessee are deemed to be the returns u/s139. Ultimately the assessment is to be done u/s147 read with section 143(1), 143(3) or 144.
* For a return filed in response to a notice u/s148, the notice u/s143(2) must be served within 6 months from the end of the financial year in which return was filed.  Otherwise Assessment/ Reassessment under section 147 shall be void.
* It may be noted that the provisions of section 150(1) is subject to the provision of section 150(2). The section 150(2) provides that the sub section (1) i.e. the rule of indefinite time limit, shall not apply if at the time when the order which was subject matter of appeal, reference or revision was passed, the time limit for the issue of notice u/s148 had already expired.

* It may please be noted that in section 148 notice must be “issued” within the time, in all other section, the notice must be served within the time limit.

Sun Engineering (P) Ltd. (Supreme Court)
Following principles emerge from this judgement:-
· Reassessment is for the benefit of department and not for the benefit of the assessee.
· The income cannot go below the income originally assessed.

· The assessee cannot reagitate the claims/deductions disallowed in the original assessment. Further, the assessee cannot seek a review of the matters considered in the original assessment. However, the expenses/dedections pertaining to the escaped income can be claimed.

Jet Airways (Bom.)
If AO issues notice u/s148 for assessing income ‘Z’ and it is found that income ‘Z’ has not escaped assessment and income ‘T’ has escaped assessment, then AO will have to drop proceeding u/s148 and a issue of fresh notice for assessing income ‘T’.
Purshotamdas T. Patel
“Assessment” or “Reassessment” is an integral process of involving not only the determination of Total Income, but also determination of Tax. Notice of demand should also be prepared within time prescribed under section 153, otherwise the asst./ reasst. Shall be time barred and void-ab-intio. 
How can assessee resist proceeding of sec.147?

(a) If the notice is time barred i.e. it has not been issued within the prescribed time-period of 2/4/6 years.
(b) If the notice has not been served upon the assessee

(c) If the notice was not issued by a competent officer as prescribed in the Act.

(d) If the action has been taken without having reason to believe that the income has escaped assessment

(e) Assessee can exercise protection u/s 152(2):- already assessed for same amount as escaped.
Protective Assessment

· Although a protective assessment is permissible, protective recovery of tax or penalty is not allowed:- CIT vs. Cochin Co. Pvt. Ltd. (1976) (Ker.)
· Where an assessment is intended to be protective, it must be expressly mentioned in the order:- CIT vs. Khalid Mehdi (1987) (AP)
Sec.142(1) Notice

As held in Calcutta Chromotype (P) Ltd Vs. ITO (1974) (Cal.), it the notice issued be the AO requires production of accounts relating to a period more than 3 years, the same may be regarded as consisting of 2 parts, first parts for a period of 3 years and the second part beyond 3 years. The second part of the notice can be treated as illegal but the first past of the notice is legal. Hence, the assessee must produce books of account etc. of 3 years.
Section 8 of the Act provides that the final dividend shall be taxable in the year of declaration by the company and interim dividend shall be taxable in the year of receipt by the shareholder.

The Assessee can adopt cash method for “income from Business/Profession” and mercantile method for “Income from Other Sources” or vice versa.
