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1. CONCEPT & MEANING
Meaning: A fee charged ("levied") by a government on a product, income, or activity.
a. Mandatory: Exception to ‘Quid Pro Quo’
b. Charge: For deriving certain benefits
c. Levied by a Government: by Central/State/Local Government

Notes:
2. CLASSIFICATION OF TAXES
· Direct Tax: If incidence of tax is borne by the person who is making payment of tax, such tax is called Direct Tax e.g. Income Tax or Wealth Tax 
· Indirect Tax: If incidence is borne by one person and payment is made by some other person, it is called Indirect Tax like Excise Duty, Service Tax, Custom Duty and Sales Tax.
· Income Tax and Wealth Tax are levied and collected by Central Government and are monitored by Central Board of Direct Taxes.
· Central Excise Duty, Custom Duty and Service Tax are levied and collected by Central Govt. and are governed by Central Board of Excise and Custom
	
DIRECT TAXES
   (CBDT)                                                                                                          

Income Tax: On Earned Incomes                                                                                                                                                                                                                                                    

Wealth Tax: On Net Wealth
Gift Tax:  (abolished in Oct’1998)
Notes:

	
 INDIRECT TAXES
                              (CBEC)
VAT, CST & Customs :Sales Tax
On rendering of services :Service Tax
On certain production :Excise Duty



3. CONTEMPORARY & REFORMATORY ISSUES
a. Direct Taxes vs. Direct Tax Code (DTC)

b. Indirect Taxes vs. Goods and Services Tax (GST - Central Excise, Sales & Service Tax)
Relevance: 
4. CONSTITUTIONAL VALIDITY OF TAXATION STATUTES
· Article 265: Tax shall be levied or collected by the Central/State, except by the                            authority of Law. ‘Law’ in the context means a valid law.
· Article 246: Law can be enacted by the Parliament or by the Stats Legislature if such power is given by the Constitution of India.
· Article 270: Levy and collection of taxes on income (excluding agricultural income) is within the power of the Central Government.
· VII Schedule of the Indian Constitution:
List I - Union List: Parliament has exclusive rights to make laws
List II – State List: State Legislature has exclusive rights to make laws
List III - Concurrent List: Parliament & State Legislature collectively enjoy the rights.

· Some Important Entries:
· List I: Union List
· Entry 82: Taxes on income other than agricultural income.
· Entry No. 83: Customs duties including export duties
· Entry No. 84: Union Excise Duty (other than liquor, opium, etc.)
· Entry No. 85: Corporation Tax
· Entry No. 92A: Taxes on Inter-State Sales (CST)
· Entry No. 92C: Taxes on Services
· Entry No. 97: Any other matter not included in List II or List III
List II: State List
· Entry No. 46: Agricultural Income Tax
· Entry No. 51: State Excise Duty
· Entry No. 52: Tax on Entry of Goods into local area for consumption/sale (called Octroi)
· Entry No. 54: Tax on intra State Sales (Local/General Sales Tax)
List III: Concurrent List
· Criminal law, including all matters included in the Indian Penal Code

Tax Administration:

Central Govt.                                              State Govt.                                          Local Govt.
5. CONCEPTUAL FRAME OF THE INCOME TAX:
6. CONSTRUCTIONS OF THE INCOME TAX STATUTE:
7. Contents of income tax laws:

The Income Tax Laws comprises of the following studies:

i. Income Tax Act ‘1961 (to be read with updated Finance Act).

ii. Income Tax Rules ‘1962.

iii. Circulars and Notifications issued by CBDT.

iv. Judicial Decisions.

i. Income Tax Act ‘1961 (to be read with updated Finance Act):

· Income-tax in India is regulated by the Income-tax Act, 1961
· Effective from 1st April 1962
· Contents: 298 sections and XIV schedules
· The Tax Act is amended every year through Finance Act.
The Finance Act:
· Every year the Finance Minister presents the Budget to the Parliament. 
· Part A of the budget: proposed policies of the Government in fiscal areas.

· Part B of the budget: contains the detailed tax proposals. 
· The Bill passed by the Parliament and the assent of the POI: The Finance Act.
· The rate of tax at which income shall be charged is prescribed in the Schedule I.
· If the Bill is not prepared or presented:

· The bill is presented but not yet passed:
ii. Income Tax Rules ‘1962:
· DT administration is regulated by the Central Board of Direct Taxes (CBDT)

· Section 295 of the Income-tax Act empowers the Board to make rules. 

· Rules are framed for the proper administration of the Income-tax Act, 

· The CBDT frames rules from time to time.
· All forms, procedures and principles of valuation of perquisites prescribed under the Act are provided in the Rules framed by CBDT.
iii. Circulars and Notifications:

· U/s 119, CBDT issues circulars and notifications from time to time.
· Circulars are issued to clarify doubts regarding the scope and meaning of the various provisions of the Act.
· These circulars act as guidance for officers and assesses.
· These circulars are binding on Assessing Officers but not on assessees and Courts.
· The circulars issued by the CBDT shall not be in contrary to the provisions of the Act.
iv. Judicial Decisions: Supreme Court and High Court Decisions
· Parliament cannot conceive and provide for all possible issues that may arise in the implementation of any Act. 
· Hence in case of question of law, the judiciary will hear the disputes.
· The Supreme Court and the High Court can give judgment only on the question of law.
· The Law laid down by the Supreme Court is the law of the land.
· The decision of High Court will apply in the respective States, within its jurisdiction.
Relevance for CA-IPCC/CS-Executive:
Annexure # 1: Rates of Income Tax

Computation of Total Income of VShree, for the AY 2014-15:

(Previous year ending on 31st March 2014)
	S. No.
	Particulars
	Amount (Rs.)

	1. 
	Income from Salaries [S. 15 –17]
	Xxxx

	2. 
	Income from House Property (HP) [S. 22-27]
	Xxxx

	3. 
	Profits & Gains from Business or Profession (PGBP) [S. 28 –44] 
	Xxxx

	4. 
	Capital Gains (CG) [S. 45-55] 
	Xxxx

	5. 
	Income From Other Sources (IOS) [S. 56-59]
	Xxxx

	6. 
	Add: Clubbing of Income (Head Wise) [S. 60-69D]
	Xxxx

	7. 
	Less: Set Off & Carry Forward of losses (Head Wise) [S. 70-80] 
	(xxxx)

	
	Gross Total Income (GTI)
	Xxxx

	8. 
	Less: Deduction [S. 80C to 80U] 
	(xxxx)

	Total Income (TI) [rounded off to Rs. 10, S. 288A]
	Xxxx


Computation of Tax Liability of VShree, for the AY 2014-15:

(Previous year ending on 31st March 2014)
	S. No.
	Particulars
	Amount (Rs.)

	1. 
	Tax on Total Income 
	Xxxx

	2. 
	Add: Surcharge on above, if applicable 
	Xxxx

	3. 
	Add: Education Cess @ 2% on above

Add: S.H. E. Cess @ 1% on above
	xxxx

xxxx

xxxx

	4. 
	Total Tax [1]

Less: Relief - S. 89
	xxxx

(xxxx)

	5. 
	Total Tax [2]

Less: Self-Assessed Tax / Advance Tax / TDS. 
	xxxx

(xxxx)

	6. 
	Tax liability [Rounded off to nearest Rs. 10, S. 288B]
Add: Interests [S.234A, 234B and 234C]
	xxxx

xxxx

	Total amount Payable/Refundable 
	Xxxx


Tax Management:
Annexure # 2: Rates of Income Tax
(Kindly study the Format – Annexure# 1, thoroughly)

· Income Tax Rates are determined by:

· Rates can be classified as: 

· On the basis of its nature:

· On the basis of its applicability on a: 

Progressive, Regressive, Proportional and Lump-sum Rates of Taxes
A progressive tax is a tax imposed so that the effective tax rate increases as the amount to which the rate is applied increases.
The opposite of a progressive tax is a regressive tax, where the effective tax rate decreases as the amount to which the rate is applied increases. 
In between is a proportional tax, where the effective tax rate is fixed, while the amount to which the rate is applied increases.
A lump-sum tax is a tax that is a fixed amount, no matter the change in circumstance of the taxed entity. This in actuality is a regressive tax as those with lower income must use higher percentage of their income than those with higher income and therefore the effect of the tax reduces as a function of income. 
   –Relevant only for CA-CPT/CSF Examination
Class Note:

1. SPECIFIC INCOMES:
	Specific Incomes
	Tax Rate
	Important Note

	STCG on which STT is chargeable
	
	

	All LTCGs shall be chargeable
	
	

	Casual Incomes to be charged
	
	


2. OTHER THAN SPECIFIC INCOMES:
For a Company:

Domestic Company: Other than Specific Incomes - @ 30%
Plus: Surcharge shall be applicable @ 5% provided total income is exceeding Rs.1 Crore.
Foreign Company: Other than Specific Incomes - @ 40%

Plus: Surcharge shall be applicable @ 2% provided total income is exceeding Rs.1 Crore.
For a Partnership Firm:

Firm to pay on Other than Specific Incomes - @ 30%
Resident Individual: Age of 60 years or more but less than 80 years
	Total Income
	Tax Rate
	Explanation

	Upto Rs. 2,50,000
	Nil
	

	Rs. 2,50,000 to Rs. 5,00,000
	10%
	

	Rs. 5,00,000 to Rs. 10,00,000
	20%
	

	Above Rs. 10,00,000
	30%
	


Resident Individual: Age of 80 years or more
	Total Income
	Tax Rate
	Explanation

	Upto Rs. 5,00,000
	Nil
	

	Rs. 5,00,000 to Rs. 10,00,000
	20%
	

	Above Rs. 10,00,000
	30%
	


Resident Individual: Age of 60 years or more but less than 80 years
(Same Slab for: HUF/AOP/BOI/Artificial Juridical Person)

	Total Income
	Tax Rate
	Explanation

	Upto Rs. 2,00,000
	Nil
	

	Rs. 2,00,000 to Rs. 5,00,000
	10%
	

	Rs. 5,00,000 to Rs. 10,00,000
	20%
	

	Above Rs. 10,00,000
	30%
	


Primary Education Cess and Secondary and Higher Education Cess

Primary Education Cess (PEC) shall be charged @ 2% and Secondary and Higher Education Cess (SHEC) @ 1% of income tax.
Practices adopted to reduce the Tax Liability: Relevant for CPT/CSF
(Legal, Un-Ethical and Illegal Means)
1.

2.

3.

SEA EDUCATION ACADEMY – ANNEXE, CIVIL LINES
Satiating the demand for CA CPT & IPCC and CS Foundation & Executive
​
	Accounting
	Mr. Vibhash Awasthi & Team

	Taxation & Laws
	Dr. Vikas Singh – VShree

	Legislative Laws
	CS Tamay Saurabh Chatterjee

	Cost & Financial Management
	Mr. Masllahuddin

	Auditing, IT & SM
	CA Benerjee S. K.


Registration Open for upcoming Batches:

CA-CPT & CS-Foundation: April 14th, 2014

CA-IPCC (Nov 2014) & CS – Executive (Dec 2014): April 15th, 2014
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          Notes Compiled by VShree Dr. Vikas Singh -09839943452 (VShree) – vshree.research@gmail.com
Notes are to be taken exhaustive, along with the live lectures


