BASIC CONCEPTS

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	Industrial Credit and Development Syndicate Ltd.
	(2006) (Karn)
	Is mere credit of an amount to the profit and loss account sufficient to constitute income under section 2(24)?


	merely because the amount was shown as surplus in the profit and loss account, it would not constitute income under section 2(24),

	2.
	A. Rajendran v. Asst. Commissioner
	Coimbatore (2006)
	Is section 68 attracted where cash gifts are made out of love and gratitude and routed through proper banking channels and credited in the books of the recipient? 


	cash gifts are made out of love and gratitude and routed through proper banking channels and credited in the books of accounts of the recipient, the genuineness of the transaction cannot be doubted and the receipt cannot be taxed under section 68. 



	3.
	Sundaram Exhibitions (P.) Ltd. v. CIT
	(2006) 
(MP)

	What is the nature of subsidy given by the State Government to the assessee after commencement of business for the purpose of running the business?
	The Court observed that if any subsidy is given for running a business, such subsidy is a revenue receipt and can never be regarded as capital. 



	4.*
	 Aggarwal Engg. Co
	(Jal.) (2006)
	Can the Assessing Officer make a separate addition on account of unexplained cash and unexplained payments for purchases where he has applied the net profit rate on contract receipts for estimating income from contract work?
	The High Court justified the views of the CIT(A) and Tribunal holding that once the net profit rate was applied, no further addition was called for in respect of purchases and introduction of cash.



	5.*
	CIT Vs. Eectro Ploychem Ltd
	(2007) (Mad)
	Can the amount of share application money be treated as undisclosed income if it was found that the subscribers to the share capital were not genuine
	held even if it be assumed that the subscribers to the increased share capital were not genuine, under no circumstance the amount of share capital could be regarded as undisclosed income.

	6.*
	First point Finance Ltd. 
	2006, Raj
	Is Sec. 68 applicable in case of share application money.
	Yes assessee must satisfy the identity creditworthiness and genuineness.


RESIDENCE AND SCOPE OF TOTAL INCOME

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	British Gas India (P.) Ltd.
	(2006) 
(AAR)

	Should a person be unemployed while leaving India for employment outside India to qualify as a non-resident as per Explanation (a) to section 6(1)?


	it is neither material nor relevant that Mr. Gupta was already employed at the time of leaving India.


INCOMES WHICH DO NOT FORM PART OF TOTAL INCOME

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	Jhunjhunu Academy Sammittee
	(2006)
(ITAT Jaipur Bench)

	Can exemption under section 10(23C)(iiiad) be denied to a society on the ground that it was formed to earn profit and utilized its surplus in acquiring assets?


	Exemption under section 10(23C)(iiiad) is available in respect of any income of an educational institution existing solely for educational purposes and not for the purposes of profit 
Therefore, the Assessing Officer was justified in denying exemption to the assessee under section 10(23C)(iiiad). 



	2.
	U.P. State Road Transport Corporation
	(2006) 
(All.)

	Is U.P. State Road Transport Corporation entitled to exemption of its income from house property, capital gains and income from the business of supply of goods and services?
	The High Court held that the U.P. State Road Transport Corporation is not a local authority within the meaning of section 10(20). Therefore, its income from house property, capital gains and income from the business of supply of goods and services is not exempt to the extent provided in section 10(20). 



	3.*
	Himatasingike Seide Ltd.
	(Kar.)

(2006) 

	Can an assessee claiming exemption under section 10B in respect of its export profits, adjust unabsorbed depreciation against its income from other sources instead of adjusting the same against its export income?
	The assessee, by dividing depreciation contrary to section 32, has virtually claimed exemption from payment of tax even on other income, which could not be allowed
Commissioner was fully justified in holding that the assessee was not justified in showing Nil return


	4.
	
	2007
	Can the share income of a partner received by a sub-partnership firm form the main partnership firm be exempt under section 10(2A) in the hands of the sub-partnership
	It is allowed. The diversion of income f a partner in the main partnership at source to the sub-partnership vests an enforceable right upon the sub-partnership to claim a share in the profits accruing to, or received by a partner, therefore a sub-partnership which is in receipt of the share of profit of partner in the main partnership has to be deemed to be a partner in the main partnership for the limited purpose of section 10(2A)




CHARITABLE OR RELIGIOUS TRUSTS AND INSTITUTIONS
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	Sanjeevamma Hanumanthe Gowda Charitable Trust v. Director of Income-tax


	(2006) 
(Karn.)

	Can registration be denied to the assessee under section 12AA on the ground that the activities of the assessee were purely commercial in nature? 


	This case has gone into the distinction between the objects and activities of the trust. If the objects are religious or charitable in nature, then, registration cannot be denied to the trust on the basis of the nature of activity carried on by the trust to derive income.



	2.
	CIT v. Chandra Charitable Trust
	(2006) 
(Guj)

	Can an assessee-trust, whose objects were not only to promote a particular religion but also to promote other charitable goals, claim exemption under section 11?
	in this case, from the covenants of the Trust Deed, it was evident that there were other charitable objects in addition to promoting Jainism. In such a case, the Trust would become a Charitable and Religious Trust and section 13(1)(b) would not be applicable

	3.
	CIT v. Andhra Pradesh State Road Transport Corporation
	(2006) 
(AP)

	Can exemption under section 11 be denied solely on the ground that there had been a delay in filing the report of the chartered accountant?


	The Andhra Pradesh High Court observed that as per Instruction No.1/1148 dated 9.2.1978, issued by the CBDT, exemption under section 11 should not be denied only on the ground that there had been delay in filing the report of the accountant in terms of section 12A(b).

	4.*
	Institute of Banking Personnel Selection
	2003, Bom
	(A) Is Depreciation is allowable on assets the cost of which had been allowed as application of income under sec. 11


	Yes


INCOME FROM SALARIES

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	Arun Kumar v. Union of India
	(2006) 
(SC)

	Can an employee claim that there is no concession in the matter of accommodation provided to him by his employer and therefore, section 17(2)(ii) is not applicable in his case?


	Since there is no deeming provision in the Act, it is open to the employee to claim that there is no concession in the matter of accommodation provided by his employer and therefore, his case is not covered by section 17(2)(ii). Now it is overruled by finance Act 2007.



	2.
	CIT Vs. V.S. Sunder
	2006, Mad
	Can relief be claimed u/s 89(1) in respect f payment under voluntary retirement scheme.
	Yes Admissible


INCOME FROM HOUSE PROPERTY

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	CIT v. Kohinoor Tobacco Products (P.) Ltd.
	(2006) 
(M.P.)

	Under what head is income from temporary letting out of property, used normally for business purposes, taxable?


	properties were let out to keep them in good condition so that they could be used and exploited again for the purposes of assessee’s bidi manufacturing business. The assessee’s intention was to increase its business again gradually and not to close down its business. Therefore, the rental income was taxable as business income.




PROFITS AND GAINS OF BUSINESS OR PROFESSION
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	CIT, Mumbai v. General Insurance Corporation
	(2006) 
(SC)

	Are expenditure incurred by a company on account of stamp duty and registration fees for the issue of bonus shares allowable as revenue expenditure?
	issue of bonus shares does not result in the expansion of capital base of the company. Therefore, the expenditure incurred by the company on account of stamp duty and registration fees for the issue of bonus shares is allowable as revenue expenditure

	2.
	Mahanagar Telephone Nigam Ltd.
	(2006) 
(AAR)


	Are refund of liquidated damages made, not voluntarily but solely to comply with the directions of an authority, allowable as deduction?


	Since the equipments supplied by ITI were capital assets, damages recovered on account of supply of capital assets were capital in nature and were not allowable as a revenue expenditure. Such expenditure was outside the purview of both section 37(1) and 57(iii).



	3.
	Neset Holdings (P) Ltd. v. CIT
	(2006) 
(Delhi)

	What is the nature of expenditure incurred by an assessee on payment of onetime fee for membership of OTCEI?


	it was held that expenditure incurred by an assessee on payment of one-time non-refundable fee for membership of OTC Exchange of India is a revenue expenditure allowable as deduction under section 37(1).



	4.
	CIT v. Laxmi Talkies
	(2006) 
(Guj.) 

	Can expenditure incurred on account of stamp duty, interest etc. in respect of leased premises, in which the assessee-firm carries on the business of exhibiting films, be allowed as revenue expenditure?


	held that since the expenditure would help the firm to increase its revenue by attracting more customers to cinema hall without bringing into existence any new asset or benefit of enduring nature, the expenditure incurred was a revenue expenditure.

	5.
	CIT v. Hari Vignesh Motors P. Ltd
	(2006) 
(Mad.)

	A dealer carrying on its business in leasehold premises incurs expenditure   in constructing ground floor above the basement, according to the specifications given by the manufacturer to all its dealers. Can such expenditure be allowed as a revenue expenditure?


	High Court, therefore, held that the expenditure was revenue in nature and can be allowed as deduction.



	6.*
	CIT v. Anil M. Gehi
	2006, Bom
	 Can loss incurred by an assessee engaged in smuggling business on account of confiscation of foreign currency be allowed as a business loss? 


	When such amount is brought to tax as income of the assessee under section 69A, he is entitled to the benefit of treating the amount confiscated from him as a business loss.


	7.
	CIT, Karnataka-I, Bangalore v. Amco Batteries
	(2006) 
(Kar.)


	Are expenses in connection with issue of shares allowable as business expenditure?


	it was held that expenditure in connection with issue of shares, with a view to increase its share capital, is directly related to the expansion of the capital base of the company and is a capital expenditure. Hence, expenditure in connection with the issue of shares is not allowable as a business expenditure

	8.
	CIT v. Mysore Wine Products Ltd.
	(2006) 
(Karn.)

	Is expenditure incurred on lease of plant and machinery, technical know-how from a sister-concern allowable as deduction where the same is given on lease by the assessee to another sister-concern at a much lower price?


	The High Court also held that interest charged by MDL (for default in payment of such sums legally payable by the assessee) was also a genuine business expenditure deductible under section 37(1).


	9.
	CIT v. Escorts Finance Ltd.
	(Delhi
(2006) 

	Can the expenditure incurred by a businessman in providing wooden artition, glass work etc. in the premises taken on lease for business purposes be treated as revenue in nature?


	The High Court observed that the expenditure of the above nature incurred by   the assessee to make the premises workable has to be considered as revenue expenditure

	10
	CIT v. Raghav Behl
	2006,Delhi
	Can the interest paid by the assessee for delay in making payment for shares purchased through share brokers be claimed as business expenditure?


	The High Court held that charge of interest for delayed payment was customary in the trade of share transactions, and therefore, interest paid to brokers was an allowable business expenditure.


	11.*
	CIT v. Mandovi Hotel (P.) Ltd.
	2006, Bom.
	A firm entered into an agreement with its partners to pay a portion of the net profits of the succeeding years on their disassociation from the firm. Accordingly, the firm paid the amounts to the partners in the subsequent years. Can such payments be allowed as business expenditure?


	The payment so made was also not related to or tied up in any way to any fixed sum agreed between the parties as part of the consideration payable to the retiring partners for disassociating from the firm. Hence, the expenditure cannot be construed as a capital expenditure.



	12.*
	CIT v. Deutshe Bank A.G
	2006, BOM
	Can it be inferred that, in the absence of one of the parameters, the entire section 44C becomes non-workable?


	held that in the absence of one of the parameters, the entire section 44C stood ruled out. Therefore, the entire head office expenditure was allowable under section 37(1), as section 44C was not applicable to the case of the assessee, since, in the absence of one of the parameters, the entire section becomes non-workable.



	13.
	CIT v. Mahendra N. Shah
	2006, Guj.
	Can deduction of business loss be denied on the ground that the same was attributable to the negligence of the banker to check whether the shipping documents were genuine?


	The High Court held that the Tribunal was right in holding that the assessee was entitled to deduction of the sum of Rs.3,45,000 as business loss.


	14.
	CIT, Lucknow v. Brigadier Paramanand
	2006, All
	Can unabsorbed depreciation, not determined in pursuance of a return filed under section 139, be carried forward?


	Section 139 is not applicable to unabsorbed depreciation allowed to be carried forward under section 32(2).


	15.*
	CIT v. Kothari Industrial Corporation Ltd.
	2006, Mad
	Is it necessary to adjust unabsorbed depreciation (relating to earlier years) of the amalgamating company for computing the written down value of assets transferred to the amalgamated company?


	held that the Tribunal was right in law in holding that the written down value of the assets transferred from the amalgamating company should be worked out without reducing therefrom the unabsorbed depreciation relating to earlier years

	16.
	M.M. Fisheries (P) Ltd.
	2006, Del
	Is the company entitled to claim depreciation in respect of an asset owned by its director in his personal capacity?


	The company had no dominion over the vehicle nor was the vehicle provided as a perk to the director of the company. Therefore, the High Court held that the company is not entitled to claim depreciation under section 32 in respect of such vehicle.



	17.
	Nahar Spinning Mills Ltd. v. CIT
	2006, P&H
	Can a donation by a spinning mill to a pediatrics institution for organizing a conference relating to pediatrics qualify for deduction under section 35?
	The High Court observed that from the perusal of section 35, it can be seen that deduction under that section is allowable in case the scientific research is related to the business of the assessee. However, in the instant case, the donation was not related to the assessee’s business. Therefore, the High Court held that the Tribunal was right in rejecting the assessee’s claim.



	18.
	Sony India P. Ltd
	2006, Del
	Can employer’s contribution to unapproved gratuity fund and superannuation fund qualify for deduction from business income? 

	plain reading of sections 36(1)(iv) and 36(1)(v), which provides for deduction in respect of contributions to approved superannuation fund and approved gratuity fund, it is clear that deductions under those sections are admissible only if the employer makes the contributions towards an approved superannuation fund or an approved gratuity fund. 
Therefore, contributions made to such unapproved funds will not qualify for deduction under section 36(1).


	19.
	CIT v. Abhishek Industries Ltd
	2006, P&H
	Can interest on borrowed capital be allowed as deduction where such borrowings have been diverted as interest-free loans by the assessee to its sister concern for non-business purposes?


	The High Court held that where the assessee had borrowed certain funds on  which there was a liability to pay interest and had diverted amounts to its sister concern for non-business purposes without interest, then the interest to the extent of such interest-free advance made cannot be allowed as deduction under section 36(1)(iii).



	20.*
	CIT v. M. Kathiresan
	2006, Mad
	What is the method of valuation of stock to be adopted on conversion of sole proprietary concern into a partnership firm?
	High Court observed that it is an established rule of commercial practice and accountancy that where there was no discontinuance of business, the closing stock is to be valued at cost or market price, whichever is lower. It is only when the business is closed forever, that the question of valuing the stock at the market price will arise

	21.*
	CIT (Central) Kanpur, v. Juggilal Kamlapat Bankers
	2006, All
	Whether disallowance under section 40(b) is attracted in respect of gross interest payment by the firm to the partner or net interest payment? 


	In this case, the High Court held that, in view of the Supreme Court decision in Keshavji Ravji & Co. v. CIT (1990) 183 ITR 1, the Tribunal was justified in holding that only the net amount paid by the firm to the partner after adjusting the  interest paid by the partner to the firm attracts disallowance under section 40(b).



	22.
	CIT v. Kothari Sanitation and Tiles (P.) Ltd
	2006. Mad
	Is disallowance under section 40A(3) attracted when a single payment exceeds Rs.20,000 or when the aggregate of the amounts paid to a person exceeds Rs.20,000?


	The High Court observed that a perusal of the cash book revealed that cash payments were made in respect of each invoice separately and therefore, the payments could not be disallowed since no single payment exceeded Rs.20,000.



	23.
	CIT v. London Machinery Company
	2006. All
	Can that portion of the amount received by the assessee towards credit note of excise duty and not refunded to its customers but credited to its profit and loss account be charged to tax?


	closing part of sub-section (1) of section 41 comes into play. Accordingly, the amount obtained by the assessee or the value of benefit accruing to him is deemed to be the profits and gains of business or profession and it becomes chargeable to income-tax

	24
	CIT, Lucknow v. Raza Buland Sugar Co
	2006. All
	Is the surplus amount realised by the assessee-sugar mill on sale of sugar, over and above the levy price fixed by the Government, a taxable receipt? 


	In this case, the High Court held that the excess amount realised by the sugar  mill as sale price of sugar over and above the levy price fixed by the Government did not form part of the trading receipt.


	25.
	CIT v. Standard Radiators (P) Ltd.
	2006. Guj
	Whether bonus relatable to an earlier year but paid during the current year can be allowed as deduction in the current year?


	It was held that since the assessee had been consistently paying bonus on cash basis in the past after the end of the accounting period and the same modality was adopted in the year under consideration, such payment cannot be considered as relating to an earlier year. Hence, bonus actually paid during the previous year is an allowable deduction.


	26.
	CIT Vs. Funskool (India) Ltd
	(2007) (Mad)
	In respect of machinery installed in an earlier year is depreciation allowable for that year on additional customs duty paid during the subsequent year.


	. The Madras High court Applied the ratio of the decision and allowed the assessee’s claim for depreciation.

Note. Development rebate is not available now but it is for understanding the principal that depreciation will be allowed for additional customs duty paid during the subsequent years.



	27.
	Bhikamchand Betala and sons v. ITO
	(2007)(Gauhati)


	Can purchase of shares from a broker on principal to principal basis and resale of the same without taking physical delivery thereof amounts to a speculative transaction, in a case where the assessee pays only the difference in amount of the purchase and sale value.  


	It must be speculative transaction irrespective of the fact that the assessee did not originally, at the time of entering into contract, intend to settle the contract by payment of difference but was forced to do so by subsequent circumstances.



	28.
	CIT v. Guru Nanak Construction co
	(2007)(P&H)


	Can the expense incurred prior to formation of a firm by allowed as a deduction in a case where the contract receipts were received after the firm came into existence.


	observed that the expenditure incurred by the assessee was a genuine business expenditure. The assessee incurred expenditure during the previous year in which there were no receipts form business, therefore, there was no question of such expenditure being set-off against any income, hence such expenditure had to be carried forward to the next year when the firm got receipts form the contract, and allowed as deduction in that year.

	29.
	Provat kumar Mittery
	1961, SC
	Where obligation to pay an amount is attached with the source of income it is to be treated as diversion of income. In this case assessee purchased a running business of proprietorship firm and as per the deed he agreed to pay Rs. 20000 to his wife is it allowed or not
	Held that the obligation to pay such amount is attached with the very source of income namely the going concern purchase under a sale deed and therefore the amount paid constitutes diversion of income by an overriding title and it is not a case of mere application of income hence it is allowable as deduction.

	30.
	KM Sugar Mills Ltd.
	2003, All
	Is depreciation allowable on leased assets where the assessee is not in leasing business.
	In this case depreciation is not allowable it means depreciation is allowable only in case of leasing co. because it is treated that he use such assets for his business.

	31.
	Anjani Kumar Co. Ltd.
	2003, Raj
	Is loss of advance fr acquiring capital assets is a revenue expenditure.
	Yes it is allowable expenditure.

	32.
	Sayaji Iron & Engg. Co.
	2002, Guj
	A company allows the use of the company’s vehicle for personal use of director by explicit permission as perquisites 
	Held that the company being the distinct assessable entity such use of vehicle by directors cannot be treated as personal use by company.

	33.
	Beema Mfrs. Pvt. Ltd.
	2003, Mad
	Assessee made a provision for warranty although the amount provided towards warranty is contingent upon being qualified in the subsequent year on the goods becoming defective.
	Held that the provision made by the assessee thereon is an allowable business expenditure.

	34.
	Polyflex (India) Pvt. Ltd.
	2002, SC
	Assessee gets back the amount which was claimed and allowed as business expenditure during an earlier year, but it become disputed whether it is taxable u/s 41(1)
	It is chargeable u/s 41(1) even if it is disputed.

	35.
	Mewar motors
	2003, Raj
	Is Sec. 43B applicable on Interest on sales tax.
	Interest also bear the character of tax thus it is also covered u/s 43B


CAPITAL GAINS

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	CIT v. Brahmi Investments (P.) Ltd.
	2006, Guj
	Where a holding company receives assets on voluntary liquidation of its subsidiary company by virtue of being a shareholder of the subsidiary company, would the value of assets received by the holding company on the date of distribution be liable to tax under section 46(2)? 

	the value of assets received by the holding company on the date of distribution was liable to tax under section 46(2). Section 47(v), which provides that transfer of a capital asset by a subsidiary company to its 100% holding company (being an Indian company) would not be regarded as a transfer for the purpose of charge of capital gains tax, would not be applicable in this case.


	2.
	CWT v. T.Girijammal
	2006. Mad
	In a case where additional compensation awarded by the civil court had not been accepted by the State Government and it had preferred an appeal objecting to the enhancement, can the said additional compensation received by the assessee be subject to capital gains tax? 

	additional compensation received could not be treated as part of the compensation received for the transfer of the land until it is finally determined by the High Court or the Supreme Court

	3.
	CIT, Tamil Nadu-I vs. V. Pradeep Kumar
	2006, Mad
	Would exemption of capital gains under section 54F be available if there has been a mere extension of an existing building? 


	For the purpose of exemption of capital gains under section 54F, there must be construction of a residential house and such construction should be real and not symbolic. Exemption would not be available if there has been a mere extension of

an existing building.

	4.*
	CIT v. C.F. Thomas
	2006. Ker
	A building is leased out by the assessee through a lease deed, which was not registered under the Registration Act and Transfer of Property Act. Can such lease amount to transfer of a capital asset for attracting capital gains tax?


	the lease deed was a transaction by way of arrangement having the effect of enabling the enjoyment of

immovable property. Such a transaction was clearly a transfer of a capital asset and any profit or gain arising out of such transfer would definitely generate capital gains. The High Court held that merely because the instrument was compulsorily registrable under the Registration Act, 1908 and Transfer of Property Act, 1882, such transaction had not become anything other than a lease transaction.



	5.*
	Gandamal and Sons v. ACIT
	2006. Pune
	Can distribution at the time of dissolution of the firm to the ex-partners of the firm, who had retired much earlier, be subject to capital gains?


	The Tribunal held that distribution of assets to outsiders for satisfaction of their debts, representing their capital on the date of retirement, was not caught within the mischief of section 45(4). Hence, only 62% of the value of the land should be considered for the purpose of computing capital gains.



	6.
	Suvardhan v. CIT
	2006. Kar
	Is capital gains attracted where a firm is dissolved and the business, along with assets and liabilities, are taken over by a partner?


	The High Court held that the assessee-firm was liable to capital gains under section 45(4) since there was a transfer on distribution of capital assets to a partner on dissolution of the firm.

	7.
	A.N. Naik Associates 
	2004, Bom
	Is Sec. 45(4) attracted in cases of retirement of a partner.
	Yes it is applicable on assets transferring to retiring partner FMV of assets should be taken

	8.
	Moped and Machines 
	2006, MP
	Is Sec. 45(4) attracted in case where surviving partner continue the business of the firm as going concern.
	Held for attracting sec. 45(4) there should be dissolution of the firm and also distribution of assets thus it is not apply

	9.
	N. Bagawathy Ammal
	2003, 
	Is Rural agriculture land received by the shareholder at the time of liquidation is taxable in the hand of shareholders.
	If company sells agricultural land than it is not taxable but if it is received by the shareholders than it is taxable.

	10.
	Manoharsinhji P. Jadeja
	2006, Guj
	Assessee sold a palace whose cost is not determined because its acquisition date is not traced. 
	In the absence of any deeming provision regarding attributing nil cost it was held that the capital gain cannot be determined and hence no capital gain are taxable.

	11.
	V. Natarajan
	2006, mad
	Assessee sold his owned house property and acquire another house property in the name of his wife is exemption u/s 54 allowable
	Yes

	12. 
	Travancore Rubber & Tea co. Ltd.
	2000, SC
	Is advance money forfeited is more than the cost of acquisition than such excess amount is taxable or not
	Such excess receipts is a capital receipts thus it is not taxable.

	13.
	Assam Petroleum Industries P. Ltd.
	2003, Gau
	Is Benefit of Sec. 54EC is available on transfer of depreciable assets.
	Yes

	14.
	Ruby Trading co. Pvt. Ltd.
	2003, Raj.
	Is Exemption u/s 54EC is available on deemed capital gains on amount received on liquidation of a company.
	Held that sec. 54EC would have application only where there is an actual transfer and in a case where there is only a deemed transfer thus it is not allowable.


INCOME FROM OTHER SOURCE

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	K. B. Syam Kumar
	2006, Cochin
	In case of lottery winning max. exemption of 110000 is available.
	No because it is taxable at flat rate.


INCOME OF OTHER PERSONS INCLUDED IN ASSESSEE’S TOTAL INCOME

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	Suresh Chand Talera v. Union of India
	2006, MP
	Are clubbing provisions attracted in respect of agricultural income of a minor son?


	High Court held that agricultural income of the minor son of the assessee has to be included in the income of the assessee for the purpose of determining the rate of income-tax applicable to the income of the assessee.


DEDUCTIONS FROM GROSS TOTAL INCOME

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	CIT v. Supreme Graphics Creations (P.) Ltd.
	2005, Bom
	Do the operations of lamination of printed sheets, punching of laminated sheets, and pasting the same with glue for the purpose of making cartons tantamount to a manufacturing process for availing deduction under section 80-IB?


	held that the characteristics of the finished goods were totally changed after laminating, corrugating, printing, punching and pasting. Therefore, the assessee was carrying out a manufacturing process for making the laminated cartons

	2.
	D.D. Shah & Bros. v. Union of India
	2006, Raj
	Does blending of different qualities of tea, possessing different chemical   and physical composition, to produce a specific blend of tea constitute manufacture?
	observed that blending of different qualities of tea possessing different chemical and physical composition so as to produce a specific blend of tea does not involve an act of manufacture.


INCOME-TAX AUTHORITIES

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	Suman Sehgal v. Union of India
	2006, Del
	Is it necessary that a “proceeding” should be pending against a particular or specified individual for an income-tax authority to exercise the power under section 131(3) to impound and retain any documents produced before it? 

	Court held that for exercise of power under section 131(3) by the income-tax authorities to impound and retain documents, it is not necessary that a “proceeding” should be pending against a particular or specified individual. Such power can be exercised even in case of investigation and enquiry.


	2.
	Sahara Airlines Ltd. v. D.G.I.T (Inv.) North
	2006,All
	Does assessee have the choice of asking for a particular officer or a particular place for assessment to be made when power under section 127(2) is to be exercised?
	The assessee does not have the choice of asking for a particular officer or a particular place for assessment to be made when power under section 127(2) is to be exercised. It is sufficient that the place where the cases are being transferred has sufficient links with the business activities of the group.



ASSESSMENT PROCEDURE

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	Dass Friends Builders (P.) Ltd. v. Dy. CIT
	2006, All
	Can the Assessing Officer infer that income has escaped assessment for the relevant previous year on the basis of defects found in the books of account for

the next year?


	The Allahabad High Court observed that under section 147, the words used are ‘has reason to believe’ and not ‘has reason to suspect’. The material should be relating to the particular year for which the assessment is sought to be reopened. In this case, the escaped income for the relevant year was inferred on the basis of the income of the next year which was determined by way of best judgement assessment due to defects found in the books of account relating to that year. There was no material that some profit was earned in the relevant previous year or that the loss shown in the return was incorrect. The High Court held that in such circumstances, there was no material relating to the assessment year under consideration to show that income has escaped assessment.

	2.
	ABP Ltd. v. JCIT
	2006, Cal
	Is it necessary for the Assessing Officer to actually record the reasons in writing for initiation of proceedings under section 148?


	It is necessary that the Assessing Officer should actually record the reasons in writing for initiation  of proceedings under section 148.


	3.*
	Goetze (India) Ltd. v. CIT
	2006,SC
	Can an assessee claim a particular deduction, which he has failed to claim in his original return of income, otherwise than by filing a revised return?


	assessee can claim deduction only by filing a revised return.

	4.
	CIT (Central) Kanpur v. J.K. Cotton Spg. & Wvg. Mills Ltd.
	2006. All
	Can a mistake in the application of rate of depreciation be an error apparent on the face of record?
	it has been held that the correct rate of admissibility of depreciation is a debatable issue. Such mistake cannot be the subject-matter of rectification proceedings under section 154 and it cannot be said that there was an error apparent on the face of record on this issue in the original assessment order.



	5.
	Ramilaben Ratilal Shah v. CIT
	2006. Guj
	Does noting in a diary seized constitute sufficient information to form a prima facie opinion that income has escaped assessment?


	held that noting in a diary seized constitutes sufficient information for the assessing authority to form a prima facie opinion that income has escaped assessment. Reassessment proceedings can, therefore, be initiated on this basis.

	6.*
	Lakshmi Vilas Bank Ltd. v. CIT
	2006. Mad
	Where a method of accounting has been regularly followed by the assessee and accepted by the Tribunal over the years, can the Tribunal change its stand later on, when circumstances remain unchanged?


	The High Court, therefore, held that the bank was entitled to claim deduction on account of fall in the market value of Government securities, which was held by it as stock-in-trade.


	7.*
	Bajrang Textiles
	(2007) (Raj)
	Can the AO Pass an Order under Sec. 142(2A) directing the assessee to get new books of accounts prepared by special audit.


	High Court observed that apparently, the order was for preparing fresh books rather than for conducting a special adit. The court observed that under section 142(2A) no authority has been conferred on the AO for directing the assessee to prepare fresh books by referring the matter to an auditor under special audit. 

Audit is for the purpose of satisfying one about the authenticity and credibility of accounts prepared by the assess by not for preparing new accounts as per the directions of the AO.




APPEALS AND REVISION

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	CIT v. Ganeshi Lal Ram Krishna
	2006. All
	Can failure to initiate penalty proceedings for not obtaining audit report within the specified time render the order of the assessing authority erroneous and prejudicial to the interests of revenue?
	held that failure to initiate penalty proceedings renders the order of the assessing authority erroneous and prejudicial to the interest of revenue. Therefore, notice under section 263 can be issued in such a case.



	2.
	P.C. Joshi v. Union of India
	2006, Bom
	The National Tax Tribunal Act, 2005 has been enacted by the Parliament in pursuance of Article 323B of the Constitution. It came into force with effect from December 28th, 2005. The notified date of establishment of the National Tax Tribunal (NTT) by the Central Government is 6th January, 2006. What is  the current status of NTT?


	The High Court passed an ad interim order restraining the constitution of the NTT since the contentions raised by the petitioner, an advocate and senior income-tax practitioner, concerned the basic structure of the judicial framework and the Constitution and the same required examination. Interim relief was granted since transferring the pending cases to the NTT and then deciding the validity of the statute would result in unnecessary shifting of the cases back. 



PENALTIES
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	CIT-II v. Sri Ram Memorial Education Promotion Society
	2006. All
	Where penalty has been imposed for not deducting tax at source, can penalty also be imposed again for non-issuance of TDS certificate or non-filing of TDS

return?


	The High Court held that once penalty under section 271C has been imposed on the assessee for not deducting the tax at source, penalty cannot be imposed under section 272A(c) and (g) for non-compliance of the provisions of sections 203 and 206. 


	2.
	CIT vs. Sahara Airlines Ltd
	2006. All
	. In a case where the Assessing Officer has levied penalty under section 271C for failure to deduct tax at source, is he justified in also levying penalty under section 272A(2)(c) for failure to furnish return under section 206 and under

section 272A(2)(g) for failure to furnish certificate of tax deducted at source as

per the requirement of section 203?


	Note - The principle established in both the above cases is that penalty can be imposed only once in respect of a particular offence. Once such penalty has been imposed, then penalty cannot be imposed again for failure to comply with other provisions consequent to and arising out of such offence in respect of which penalty has already been imposed.



	3.
	Staywell Hotels (P.) Ltd. v. CIT, Indore
	2006, MP
	Can the Assessing Officer condone the delay in filing of audit report under section 44AB and grant relief to the assessee from payment of penalty under section 271B?


	If sufficient cause is shown, the Assessing Officer can condone the delay and relieve the assessee from payment of penalty.

	4.*
	Surender Paul v. CIT, Chandigarh
	2006. P&H
	. Is it necessary to file the return of income within the specified due date to avail the benefit of Explanation 5 of section 271(1)(c)?


	The High Court observed that the assessee’s case was not covered by any of the two exceptions spelt out in the Explanation 5. The income which was surrendered by the assessee was not disclosed by him in his return of income before the search took place. The return of income for the relevant assessment year in question was not filed within the due date and the tax due thereon was also not paid by the assessee along with the return filed belatedly. Therefore, the levy of penalty under section 271(1)(c) was justified.



	5.
	CIT v. Idhayam Publications Ltd
	2006. Mad
	Are penal provisions under section 271D attracted in a case where a private limited company had accepted a cash loan from its sister-concern, whose proprietor was one of the directors of the company
	The High Court, therefore, held that since the transaction between the assessee and the director-cum-shareholder was not a loan or deposit transaction but was only a current account in nature and no interest was being charged for the said transaction, the Tribunal was justified in deleting the penalty.


	6.*
	CIT v. S.V. Electricals (P.) Ltd.
	2006, MP
	Can penalty be imposed under section 271(1)(c), where the assessee has surrendered its full income, though at a later stage?
	held that where the assessee has surrendered its full income, though at a later stage, there was no deliberate intention to evade payment of lawful tax by indulging in concealment of true income. When the disclosure was total, even though at a later stage, there was no question of any concealment of income and therefore, no penalty was imposable under section 271(1)(c). 



	7.
	CIT, Trivandrum v. R. Kesavan Nair
	2006, Ker
	Where the Assessing Officer adopted certain income, on the basis of books of account seized from the assessee, can he entertain assessee’s request for waiver of penalty under section 271(1)(c)?


	The High Court observed that penalty can be imposed once concealment of income is noticed and unearthed. Imposition of penalty does not depend upon the consent or otherwise of the assessee. Therefore, the Assessing Officer was correct in levying penalty.


	8.
	Amin Chand Payarelal v. Inspecting Assistant Commissioner, Income-tax
	2006, SC
	Can penalty be levied where a belated return is filed under section 139(4)?
	– Now, penalty is attracted under section 271F for failure to furnish return of income as required under section 139(1) before the end of the relevant assessment year. The time allowed for filing a belated return is upto one year from the end of the relevant assessment year or before the completion of assessment, whichever is earlier. If the belated return under section 139(4) is filed before the end of the relevant assessment year, penalty under section 271F is not attracted. However, if the same is filed after the end of the relevant assessment year, penalty under section 271F is attracted. 



	9.
	CIT Vs. Pioneer Breeding Farms
	(2007) (Mad)


	Can a Penalty be levied under section 271(1)(c) on the difference between the value of stock declared to the bank and to the income tax authorities, by treating such difference in value as undisclosed income.


	Higher value of stock is given to bank on the direction of Bank. There is no basis to treat the difference in value as the assessee’s undervaluation of stock or undisclosed income.



	10.
	CIT Vs. Bisauli Tractors
	(2007) (All)


	Is Penalty under section 271B attracted for failure to maintain books of account as prescribed under section 44AA

	271A for non maintenance of accounts and under section 271B for non furnishing of audit report. If a person has not maintained books of account, the question of its audit dose not arise. In such case penalty u/s 271A may arise but for 271B its not possible.




OFFENCES AND PROSECUTION
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	K.E. Sunil Babu, Asst. CIT v. Steel Processors and Others
	2006, Kar
	Can the Department launch prosecution in a case where they have accepted the revised return filed by the assessee, rectifying a mistake in the original return of income?


	It was clear that there was a bona fide mistake in the original return and there was no element of mens rea. Therefore, the Department cannot launch prosecution under sections 276C, 277 and 278. 




DEDUCTION, COLLECTION AND RECOVERY OF TAX
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	Kerala State Stamp Vendors Association v. Office of the Accountant-General


	2006, Ker
	Can stamp vendors be treated as agents of the Government for marketing stamp papers? If yes, can tax be deducted under section 194H in respect of discount given on sale of stamps by the Treasury to the stamp vendor?


	the High Court held that stamp vendors cannot be treated as agents of the Government for marketing stamp papers. The discount given on sale of stamps by the Treasury to the stamp vendor is outside the scope of TDS provisions under section 194H. The High Court observed that only commission and brokerage are subject to tax deduction under section 194H

	2.
	CIT v. Poompuhar Shipping Corpn. Ltd.
	2006. Mad
	Would hiring of ships by the assessee, for the purpose of use in its business,

amount to a contract for carrying out any work as contemplated in section 194C?


	The High Court held that the hiring of ships for the purpose of using the same in assessee’s business would not amount to a contract for carrying out any work as contemplated in section 194C and therefore, payment of hire charges would not attract tax deduction under section 194C.


	3.
	CIT v. Dabur India Ltd
	2006, Del
	Are TDS provisions attracted in respect of supply of corrugated boxes with

some labels printed on them?
	The High Court held that printing of the labels on corrugated boxes did not require any special skill or involve any confidence or secrecy. In such circumstances, the predominant object underlying the contract was the sale of goods which took the contract outside the purview of section 194C of the Act.

	4.
	Headstart Business Solutions (P.) Ltd., In re.
	(2006) 
(AAR –

New Delhi)


	Are tax deduction provisions under section 195 attracted only where the amount paid wholly bears the character of income? 


	AAR observed that, on perusal of section 195(1), any person responsible for

paying to a foreign company (i) any interest or (ii) any other sum chargeable under the provisions of the Act is required to deduct income-tax at the time of credit to the account of the payee or at the time of actual payment thereof, whichever is earlier.

	5.
	Vinod Rathore vs. Union of India
	2005, MP
	Section 206C casts responsibility on the seller to collect tax at source, inter alia, on sale of alcoholic liquor for human consumption at the rate of 1% of “such amount” received from the buyer in cash or by the issue of a cheque or draft or by any other mode, whichever is earlier. Whether collection of tax at source under section 206C would be on the price of liquor, including excise duty paid for purchase of liquor?


	The High Court held that the purchase price would include the excise duty paid by the buyer and collection of tax at source under section 206C on the price of liquor shall include the excise duty paid for purchase of liquor.


	6.
	Excise Commissioner v. Mysore Sales International Ltd
	2006, Kar
	Are State Government undertakings engaged in manufacturing arrack liable to deduct tax at source in respect of sale of arrack to contractors/buyers for retail vending of arrack in their respective assigned areas?


	High Court held that collection of tax at source from contractors in respect of purchases of liquor was mandatory and the Excise Commissioner was not the competent authority for issuing such circulars. However, relief can be given to the extent tax has been paid by the contractors directly to the Government. 



	7.
	Agricultural Produce Marketing Committee v. Union of India
	2006, Del
	Is it necessary that the Assessing Officer should record his reasons in  writing for exercising the power to reduce the period for making the payment specified in the notice of demand?


	plain reading of the proviso to section 220(1) makes it clear that while the assessing authority has the power to reduce the period for making the payment specified in the notice of demand under section 156, such reduction must be supported by valid reasons to be recorded in writing. Therefore, whenever the competent authority invokes its powers of reducing the period stipulated under section 220, it must take care not only to pass a proper order but also to support the same by cogent reasons.



	8.
	Rajasthan State Electricity Board v. CIT
	2006, Raj
	Which is the date on which the refund is granted for the purpose of payment of interest under section 244A?


	The High Court

observed that the words used in clause (a) of section 244A(1) is “refund is granted”. Refund is granted the moment the concerned officer has signed the order regarding payment of the interest under section 244A. Interest should be granted till the date when the order regarding payment of interest has been signed. 



	9.
	CIT Vs. Woodward Governor India Pvt. Ltd.
	(2007) (Delhi)


	Is a company liable to deduct tax at source in respect of payment of salary by its foreign collaborator to its Managing Directors.
	Assessee is liable to deduct TDS on the payment made by him not by others thus assessee is not liable to deduct TDS.



	10
	Arihant Tiles and Marbles Pvt. Ltd. Vs. ITO
	(2007) (Raj.)


	Does sawing of marble blocks into slabs and tiles amount to production to entitle the assessee to claim deduction under section 80IB


	Followed the decision of Karnataka High Court in Mysore Mineral Ltd. (2001) where held conversion of marble blocks into slabs and tiles amount to manufacture of articl or thing witin the meaning of section 80-IB



	11.
	CIT V. SIV Industries Ltd. (In liquidation)
	(2007) (Mad)


	Can the self assessment tax paid under section 140A be taken into account while determining the interest on refund payable to the assessee under section 244(1A).


	Yes it is to taken into account.



	12.
	Kotak Mahindra Finance LTd,
	2004, Bom
	Is advance tax is payable in case of MAT
	Yes 


ASSESSMENT OF VARIOUS ENTITIES

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.*
	CIT v. Kwality Biscuits Ltd
	2006, SC
	Can interest be levied under sections 234B and 234C, in the case of assessment of a company on the basis of book profits under section 115JB?


	The Supreme Court upheld the decision of the Karnataka High Court that  interest is not leviable under sections 234B and 234C, in the case of assessment of a company on the basis of book profits under section 115J (now, section 115JB). This is because the entire exercise of computing income under section 115J can only be done at the end of the financial year, and the provisions of sections 207, 208, 209 and 210 cannot be made applicable until and unless the accounts are audited and the balance-sheet is prepared.



	2.
	CIT v. Trivandrum Club
	2006. Ker.
	. Would the principle of mutuality apply in a case where an assessee-club rents out the marriage hall owned by it to non-members by making them temporary members only for the purpose of letting out the marriage hall?


	The High Court observed that the marriage hall was being rented out to non-members by making them temporary members only for the purpose of letting out the marriage hall and the amounts received from the non-members formed part of the income of the assessee club. The principle of mutuality, therefore, would not apply in such a case. 



	3.*
	CIT, Lucknow v. Shyam Medical Agencies
	2006. All
	Are two separate assessments required where there has been a change in the constitution of the firm during the previous year
	The High Court observed that as per section 187(2), there is a change in the constitution of a firm if one or more of the partners cease to be the partners or new partners are admitted in such circumstances that one or more of the persons who were partners of the firm before the change continue as partner or partners of the firm after the change. Therefore, in view of section 187(2), no new firm is constituted in the instant case

and it was a case of change in the constitution of the firm. Hence, there was no need for two separate assessments. 




INCOME-TAX ON FRINGE BENEFITS
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	Population Council, Inc., In re
	(2006) 
(AAR-New Delhi)

	Is an employer liable to pay fringe benefit tax even if the income of the employer is not chargeable to income-tax in India?


	it is pointless to contend that no FBT would be payable by the employer, if its income is not chargeable to tax in India
The AAR, therefore, ruled that the applicant is liable to pay fringe benefit tax.




WEALTH TAX
LEVY OF WEALTH-TAX
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	CWT v. Dinesh Kumar
	2006, All
	Can cinema building be treated as a house for the purpose of claiming exemption under section 5(vi)?
	The assessee was a partner in a firm which owned a cinema building. The assessee claimed exemption under section 5(vi) of the Wealth-tax Act, 1957 in respect of his share in the value of the cinema building. The High Court held that cinema building is not a dwelling place and cannot be treated as a house. Exemption under section 5(vi) is available only in respect of a house and not a cinema building.



	2.
	CWT (Central), Kanpur v. Rakesh Mohan
	2006, All
	Is a trust created for an unborn child a valid trust?


	The High Court observed that the Delhi High Court has held, in CIT v. Brig. Kapil Mohan (2001) 252 ITR 830, that a trust can be created for unborn child also and such a trust is a valid trust. Therefore, the High Court held that the Tribunal was justified in deleting the addition made in respect of the value of the shares transferred to the trust. 




ASSESSMENT PROCEDURE
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held

	1.
	CWT v. Anil Tayal (HUF)(
	2006, P&H
	Can the Assessing Officer refer valuation of assets to the Departmental Valuation Officer for the purpose of making an assessment in a case where no

return of wealth has been filed by the assessee?


	Therefore, a reference under section 16A(1) could be made even where no return has been filed by the assessee under section 14 or section 15.
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Income from Profit and gain from business and profession
	Sr. No.
	Case
	Held by
	Issue/Fact
	Held
	Source

	1.
	CIT Vs. Woodward governor India Pvt. Ltd.
	Del H.C.
	Whether Increase in liability due to change in fluctuation in exchange rate prevailing on last date is notional and cannot be allowed.
	Change in revenue expense not allowed, however in case of capital transaction AS-11 followed and is allowed.
	2. CA journal Sept. 2007

	2.
	
	
	
	
	


Revision of Order

	Sr. No.
	Case
	Held by
	Issue/Fact
	Held
	Source

	1.
	CIT Vs. Alagendran Finance Ltd.
	SC
	Whether for the purpose of Sec. 263(2) Revision of order by Commissioner Date of order of assessment or that of reassessment is considered.
	Date of assessment is considered for the purpose of 263(2)
	3. CA journal Sept. 2007

	2.
	
	
	
	
	


