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Students should to make it a habit to refer to Bare Acts as often as possible.	 [Board of Studies, ICAI]

Overview
Income-tax
The Income-tax Act, 1961 imposes a tax on annual incomes of persons, based on their residence, under five heads or sources. The total (taxable) income is computed after considering exemptions, deductions, reliefs and rebates; and after clubbing incomes of other persons & including unexplained receipts etc. For some entities and in some cases – NRIs, Firms, Retail Traders etc. – special provisions apply.

The Authorities under the Act determine the tax on the incomes of the taxpayers (assessees) based on the returns filed by them in accordance with the assessment procedure laid down in the Act & the Rules thereunder. Collection, recovery & refund follow assessment.

The Act also provides for prevention of tax avoidance, & for double taxation relief. Failure to comply with the requirements of the Act may invite penalties, or amount to offences leading to prosecution. There are provisions too for dispute resolution, viz., appeals or revision and for advance rulings & settlement of cases.

Sources & Nature
In addition to the Acts & Rules, judicial decisions on the subject and circulars & notifications issued by the Authorities are also sources of tax law and very relevant for practical knowledge & understanding of the subject. Finance Acts, each year, prescribe the rate of tax & make amendments to the Acts.

Tax law is intrinsically an un-natural law, and depends, in most instances, upon various other natural laws impinging upon the transactions subjected to the imposts, to determine whether they so can be. However, the Acts, often, by deeming provisions, create fictions against the natural state. The Acts, being Special Laws & self-contained codes, will prevail over the general law.

The law contained in Acts can be divided into two main parts – called substantive law & adjective law, the first dealing with the imposition & quantification of the levy (also called charging provisions) and the second with the procedure for its enforcement (or machinery provisions).

All tax laws must comply with Article 265 of the Constitution of India, but may otherwise be without equity.
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1.	Concepts & Definitions

A.	Taxation Generally

Tax – What Is
-	tribute imposed on the subject/s
-	money paid by people / business to gov, for use for public purposes		    [Oxford English Dictionary]
-	tax, impost, levy, duty, excise, toll, tallage, cess, octroi – are synonyms or cognates
-	a compulsory exaction of money by a public authority
	-	imposed under temporal / eminent / statutory powers
	-	payment being enforced by law
	-	without consent of the subject (tax-payer)
	-	without reference to any special or direct benefit to him
	-	without any quid pro quo to him
	-	made & raised for public purposes  [State of W. Bengal v Kesoram Industries Ltd 2004) 10 SCC 201]
[State of Gujarat v. Akhil Gujarat Pravasi VS Mahamandal 2004) 5 SCC 155, 166]
-	there is no equity to taxation						[Cape Brandy Syndicate v. IRC 1921 12 TC 358]

Tax v. Fees
-	Fees charged has a direct nexus with a service or benefit, to be availed voluntarily; volition absent in tax.
[Wharton’s Concise Law Dictionary]
Tax – Why Pay
-	taxes are the price we pay for civilization			   [Justice Oliver Wendell Holmes, US Supreme Court]
-	whatever authority there is, is by the grace of God,
	-	therefore, respect the authority, and pay your just taxes		      [New Testament, Romans Ch XIII]

Tax – Basis
-	temporal power; of monarch (or dictator)
-	eminent domain & sovereign power of the State (country)
-	legislative power of democratic (representative) government
	-	no taxation without representation						[attrib to James Otis, USA, circa 1761]
		-	no tax shall be levied or collected except by authority of law				    [Art 265, Constn]
		-	tax paid by mistake of law is to be refunded u/a 265
[Salonah Tea Co Ltd v. Supdt of Taxes, AIR 1990 SC 772]
		-	the legislature must be competent to impose it  [Kunnathat v. State of Kerala AIR 1961 SC 522]
		-	it must not be a colourable use of the power to tax, nor be a fraud upon it.
		-	must not violate fundamental rights		  [Express Newspapers v. UOI 1999 110 ELT 3 (SC)]
	-	authority of the Central & State govs to levy tax is per the 3 Lists under Sch 7	    [Art 246, Constn]

Tax – Planning v. Avoidance v. Evasion
Planning
Avoidance is an exercise to take benefit of loopholes in the law & escape liability, without aid of illegal means.
Evasion is a willful attempt to circumvent the law; escapement by artifice/subterfuge/act defeating of the law.
[Mansukhlal v. CIT 1969 73 ITR 546; Tamil Nadu Housing Board v. CCE 1995 Sup (1) SCC 50]

Classification of Taxes
Authority to Levy 
Union List		-	taxes imposable only by the Central gov
State List			-	taxes imposable only by the State govs
Concurrent List	-	taxes imposable by either gov
[Local Authorities	-	Municipality, Panchayat, Cantonment, Mandi, Highway Auth. – may levy some taxes]
				-	[explain conflict rule]
Incidence
Direct Tax	-	burden falls directly on the person paying, he cannot pass it on
			-	levy is on the personal receipts (income/gift) or holdings (wealth) of the subject
			-	considered progressive, as burden is on those specifically in a position to & able to pay
Indirect Tax	-	burden does not fall on the person responsible for paying; he can pass it on
			-	levy is on specific taxable event (manufacturing/import/export/sale/service given)
			-	person charged with paying can (usually does) include in price to consumer (real subject)
			-	considered regressive, as the burden is comparatively heavier on those less able to pay

B.	Interpretation - see here.

C.	Sources of Income-tax Law

The Income-tax Act, 1961 [the Act]
-	provides the machinery for
	-	charging & assessing (computing),
		-	during an assessment year [AY], the total income [TI] of the assessee [AE]
		-	arising, during the previous year [PY], from the 5 sources (heads) u/s 14
	-	collecting and enforcing of the income-tax on such TI							
-	it is a consolidating & amending act, and extends to the whole of India				    [Long Title, 1(2)]
-	the main charging provision is Section 4, which creates the liability of Income-tax
-	prevails over the general law, being a Special Act and a self-contained code				    [30 ITR 163]

The Annual Finance Acts [the FAs]
-	provide the rates at which the tax will be charged for each AY							          [4, 294]
-	make various amendments to the Act; based on policy, judicial decisions, experience in administration
-	see Appendix I for Finance Act, 2013 amendments


The Income-tax Rules, 1962 [the Rules]
-	made by the apex income-tax authority, the CBDT, vide powers under the Act					 [295]
-	to supplement and aid the carrying out of the purpose of the Act & its administration
-	is delegated legislation, cannot over-ride the provisions of the Act

Circulars
-	issued by the CBDT, also vide powers under the Act, for guidance of both dept & AEs				
-	deal with problems arising in implementation, clarifying doubts re dept’s intended interpretation of provns
-	issue administrative & procedural instructions to the Authorities
-	bind the dept but not the assessee, who may avail the benefit thereof
-	cannot over-ride the provisions of Act

Notifications
-	issued by the gov/CBDT, by publication in the Official Gazette, to
	-	bring into force provisions of the Act, Rules, and Circulars
	-	announce matters & facts relevant for the purposes of the Act / required by it to be notified
	-	make amendments to the Rules & Circulars

Judicial Decisions
-	the Appellate Authorities, the High Courts and the Supreme Court are the arbiters
	-	of all matters of interpretation, and the resolution of all disputes whether of fact or law
`-	need arises as the legislature cannot, in any enactment, conceive & provide for all situations or issues
-	decisions of the Supreme Court are binding on all, being law of the land			    [Art 141, Constn]
-	decisions of a High Court are binding within its jurisdiction and persuasive elsewhere
-	ITAT & AAR decisions are binding only on the specific AE / case; may be persuasive before the Courts

D.	Income-tax
-	is an annual tax
	-	levied each year [the AY] at the rates prescribed by the relevant FA   [2(37), 2(43), 4(1), 294, FA 2]
	-	on the TI of the AE for the PY, assessed as per the Act, and
	-	collected and enforced by the Act
-	embraces tax on any profit or gain which is actually received or is notionally accrued
[Durga Das Basu, A Commentary on the Constitution of India, 4th ed, Vol 5, p 412; cf Wharton]

-	tax wrt any AY means income-tax chargeable under the Act & includes FBT u/s 115WA		     [2(43)]
-	wrt tax chargeable u/s 4(1), tax shall be deducted at source or paid in advance, as per the Act		[4(2)]
-	rate to be charged during pendency of Finance bill is rate more favourable to AE, out of:
	-	rate in force in the preceding AY, or, rate proposed in Finance Bill for current AY				 [294] 
-	if, by the Act, tax is chargeable wrt Y of period other than PY it shall be charged accordingly   [4(1) prov]

E.	Assessment (&, Year of)

Assessment [Asmt]
-	is made on completion of: a) computation of TI & b) determination of tax payable on such TI	[VGMehta]
-	includes reassessment																	[2(8)]
-	regular Asmt - is the Asmt made u/s 143(3) or 144										      [2(40]
Assessment Year [AY]
-	means the 12-month period beginning on 1st April of each year								[2(9)]
-	i.e., the tax year or the financial year in which the income of the previous financial year is to be assessed
-	exceptions – sections 172, 174, 174A, 175, 176 [& clubbing provisions]
Previous Year [PY]
-	means the financial year immediately preceding the AY									 [2(34), 3]
-	if new bus/prof is set–up or new source of Y comes into being in any FY, PY for it for that FY shall be
	-	from the date of such set-up or coming into existence to the end of the said FY			   [3, prov]

Therefore, Y earned/arisen/accrued in any one FY [PY] is the subject of tax in the next FY [AY].

F.	Person, Assessee

Person [P] includes																	     [2(31)]

-	individual [I] [i.e. a natural person, a human being]										 [2(31)(i)]
	-	child of I includes his step-child or adopted child									   [2(15B)]
	-	relative of I means his spouse, sibling, lineal ascendant or descendant					     [2(41)]
	-	includes minor/lunatic1, group of individuals2, trustees of discretionary/private trust3

-	Hindu undivided family [HUF]														 [2(31)(ii)]
	-	i.e. family of all males lineally descended from a common male ancestor
		-	& incl their wives & unmarried daughters
	-	assessed as separate entity on Y derived from joint family corpus
		-	but independently earned Y of members is assessed in their respective hands
	-	family once assessed as HUF will continue so to be until AO gives finding of partition u/s 171

-	company [Co] means														    [2(31)(iii), 2(17)]
	-	any Indian Co, i.e.														    [2(17(i), 2(22A)]
		-	a Co under the Companies Act, 2013 [Cos Act], incl								     [2(26)]
			-	any existing Co, i.e. co formed before Cos Act								 [2(26)(i)]
			-	any statutory corporation estd by any Act/Statute – univs, ICAI				[2(26)(ia)]
			-	entity declared by CBDT to be a Co – for the AY/s specified		     [2(26)(ib), 2(17)(iv)]
			-	Co formed under any law of J&K/UTs									 [2(26)(ii), (iii)]
		-	and, having its registered or principal office in India							    [2(26) prov]
	-	any body corporate formed under any foreign laws							  [2(17)(ii), 2(23A)]
	-	any entity to be treated as a company under
		-	the Indian Income-tax Act, 1922 [old Act], or
		-	this Act, for any AY upto 1970-71											 [2(17(iii)]

-	firm, i.e.																			[2(31)(iv)]
	-	firm of partners [GenP] under the Indian Partnership Act, 1932 [Pship Act]	    [2(23)(i), Pship Act 4]
		-	incl an LLP under the Ltd Liab Partnership Act, 2008 [LLP Act]				   [2(23)(i), LLP Act]
	-	partner means partner under Pship Act or LLP & incl minor admitted to benefits of Pship	  [2(23(ii)]

-	association of persons [AoP] or body of individuals [BoI] or other body corporate	 [OBCo]		[2(31)(v)]
	-	joint venture (AoP) – joined in common purpose & action to earn Y – nor just co-receivers of Y
	-	trustees, executors, co-heirs/legatees (BoI) – interest indivisible – if BOI taxed, then member not
	-	co-op society (OBCo)															     [2(19)]
	-	AoP may have HUFs, Cos, firms etc. as members			 [M M Ipoh v. CIT 1968 67 ITR 106 SC]

-	local authority																		[2(31)(vi)]
	-	municipal committee, district board, port commissioners, other authority entitled to, or
		entrusted by gov to control & manage a municipal/local fund		   [Gen. Clauses Act, 1897, 3(31)]
	-	taxed on that part of Y from business which arises from supply of goods/services outside its area
		-	but water & electricity, supplied even outside own area, exempt			[Mat 1.16(vi), Note]
	Tests
	-	separate legal existence as an autonomous body corporate
	-	operating in a defined area to perform gov functions – civic amenities; running ports, markets etc.
	-	ordinarily, elected by the denizens of the area – wholly/partly, directly/indirectly
	-	power to levy taxes/fees to raise funds, in addition to gov grants, for its activities & projects
	-	vested with control & management of such funds		  [UOI v. R C Jain AIR 1981 SC 951, et seq]

-	any other artificial juridical person [AJP], not covered above [residuary classification]		      [2(31)(vii)]
	-	idols, deities4, Guru Granth Sahib5, Bar Councils6 etc. covered here

-	entities are deemed to be Ps, whether or not earning of Y/+Y was an object of formation	     [2(31) Expl]

1.	Shridhar Uday Narayan v. CIT 1962 45 ITR 577
2.	WTO v. C K Mammed Kayi 1981 129 ITR 307 SC
3.	CIT v. Deepak Family Trust (No 1) 1994 72 Txm 406 Guj
4.	Jogendra Nath Naskar v. CIT 1969 74 ITR 33 SC
5.	Shiromani Gurudwara Prabandhak Committee, Asr. V. Som Nath Das 160 CTR SC 61
6.	Bar Council of Uttar Pradesh v. CIT 1983 143 ITR 584 All

Assessee [AE]
-	is any P liable, i.e. assessed or to be assessed, under the Act

-	means any P by whom any tax or other sum of money is payable under the Act					[2(7)]
	-	including every P
		-	against whom any proceeding has been taken [& is pending], for Asmt
			-	of his or anybody else’s Y/(Y)/refund or of FBT								  [2(7)(a)]
		-	deemed, under the Act, to be an AE [Ch XV] or an AE in default				   [2(7)(b), (c)]

G.	Residence in India																 [2(42), 6]

The four-step test for determining residential status of an Individual during the PY is:
FIRST:	(A)	1	-	is in India for 182 days, or more, in the PY; OR							  [6(1)(a)]
			2	-	is in India for 60 days, or more, in the PY
					-	+ is in India for 365 days, or more, in the preceding 4 years			  [6(1)(b)]

NEXT:	(B)		-	Satisfies (A)1 or (A)2 for the PY, AND
			1	-	was resident [met (A)1 or (A)2] in 9 out of 10 preceding years, AND
			2	-	was in India for 730 days, or more, in the 7 preceding years				  [6(6)(a)]

Using these steps, Individual is
Resident [R]					-	if he satisfies (A)1 OR (A)2, PLUS (B)1 AND (B)2				[6(1)]
Not Ordinarily Resident [NoR]	–	if he satisfies (A)1 OR (A)2, but FAILS (B)1 or (B)2 or both		[6(6)]
Thus, Non-resident [NR]		-	if he FAILS both (A)1 AND (A)2							      [2(30]
Expl to 6(1)

HUF, firm & other AoP are R, unless, in the PY, control & mgmt of their affairs is situate wholly abroad	[6(2)]
Karta is the manager of his HUF - on the basis of his status, HUF may also be NoR				  [6(6)(b)]

Co is R if it is an Indian Co or, in the PY, control & mgmt of its affairs is situated wholly in India		[6(3)]
Cos, normally, reside where their registered office is situated									  [Jud Dec]

All other Ps are R, unless, in the PY, control & mgmt of their affairs is situate wholly abroad			[6(4)]

If a P is R in a PY wrt any source of Y, then he is deemed to be R in that PY for all his sources of Y		[6(5)] 

Residential Status is to be determined for each PY.

H.	Miscellaneous

Document [2(22AA)]
India [2(25A)]
Insurer [2(28BB)]
Prescribed [2(33)]

I.	Income [Y]																		     [2(24)]

-	definition in Act is inclusive, not exhaustive.	[2(24)]
	-	adds artificial categories to the natural connotation but throws no light on the general concept.
-	Act describes some sources - & prescribes methods of computation.
	-	it discretely refrains from saying what constitutes income.

-	Parliament may levy “taxes on income other than agricultural income”.		[Constn, Union List, Entry 82]
	-	entries in the 3 lists should not be read in a narrower restricted sense.
	-	any receipt is taxable if it courses within the general & natural meaning of the term.

-	is a term of formidably wide & vague import and of elastic ambit.
-	it is a more general term than profits or gains – gains are equivalent of profits.
-	a receipt may be taxable as income without if containing any element of profit or gains.
-	it may be taxable even if derived from exercise of statutory powers.
-	that which comes in as the periodical product of one’s work, business, lands, investments.
-	annual or periodical receipts accruing to any entity.											[OED]
-	it may not necessarily be recurring in nature, though generally it is.
-	anything which can be properly described as Y is taxable under the Act, unless exempt
-	generally, all receipts of revenue nature (flows) are income & are taxable unless exempt, and
	-	those of capital nature (funds) are not unless expressly made taxable.

-	connotes
	-	periodical monetary return, coming in
	-	with some sort of regularity, or expected regularity.
	-	from definite sources – which may not necessarily be continuously productive
		-	but whose object is the production of a definite return
			-	excluding anything in the nature of a mere windfall.

-	broadly, it is,
	–	the true increase in the amount of wealth coming to a person during a given period. 
	-	the benefit, received or accruing, on doing or not doing something as a regular or consistent activity
	-	i.e. earnings.
-	but it can only be determined with reference to the facts of each case.
-	yet it need not arise from business, investment or outlay or enforceable obligation
	-	may be attributable to some custom, usage or traditional obligation or voluntary payment.

-	must be real – not fictional or notional.
	-	forbearance from earning (could have earned, but chose not to)
	-	relief reimbursement of expenses, subsequent remission of liability
	-	mere book entries not conclusive.

-	categories are never closed – impossible to define precisely without leaving out some species.
-	even isolated adventure may be business; and a casual & non-recurring receipt may be income.
-	windfalls, gifts, inheritances, savings are not income;
	-	nor can one earn income from one self, or similarly from a mutual activity.

-	but the Act is not concerned with any taint of illegality attaching to the transaction/activity. 
-	and will tax whoever is the present recipient in respect of income from any source whose title is disputed. 

-	though income connotes a gross receipt, what is taxable is the net accretion, i.e. the gains or profits. 
	-	gain means increase in amount, degree or value – excess of receipts over expenditure	   [Black’s]
-	thus, income net of the expenses incurred in the activity from which it results is taxable			[14A]
-	and so, includes loss; for the result of the netting-off may be positive or negative. 
-	it must be classifiable under one of the 5 enumerated heads & computable as provided in each case  [14]

-	thus, income is
	-	the coming in (flow); with regularity or expected regularity
	-	of a real return; net of all charges properly attributable to achieving it
	-	from or attributable to a definite source; usually by the regular working of that source
	-	and being of a revenue nature
		-	but does not include windfalls or accidental receipts
			-	yet casual/non-recurring receipts or those from isolated ventures/events may be taxable.

-	the entries u/s 2(24) being mostly artificial, the various clauses are dealt under the respective heads.

J.	Total income [TI] means 
-	the total amount of Y referred to in section 5.											     [2(45)]

-	is World Y  (Indian Y + Foreign Y) for a Resident.											[5(1)]
-	is Indian 	Y for Not Ordly. Resident + his Foreign Y if controlled/set up in India.			      [5(1) Prov]
-	is Indian Y for a Non-Resident															[5(2)]

	Indian Y: 	Y recd/deemed to be recd in India in PY, plus
				Y accruing/arising/deemed to accrue/arise in India in PY.
	Foreign Y:	Y accruing/arising abroad in PY 

-	Y once included in TI on basis of accrual/arising cannot again be incl on receipt.				[5, Expl 2]
-	Foreign Y not to be recd in India by reason only that it is booked in a/cs in India				[5, Expl 1]



Y deemed to be recd in India in PY 
-	accretion in PY to in & trfd bal in RPF per Rules 6 & 11 (4) of Sch 4, Pt A					 [7(i), (ii)]
-	contribn by employer in PY to pension scheme ref to in Section 80CCD						      [7(iii)]
-	dividend u/s 2(22) is Y of the PY in which it is declared, distributed or paid						[8(a)]
-	interim dividend is Y of the PY in which it is unconditionally made available to the members		[8(b)]

Y deemed to accrue or arise in India															    [9]
-	Y accruing/arising directly/indirectly through/from
	-	any business connection in India, subject to Expls 1 to 3
	-	any property in India
	-	any asset or source of Y in India
	-	any cap asset situate in India being trfd, subject to Expl 5							   [9(1)(i)]
	-	salary Y earned in India – wherever recd & whatever resi status						   [9(1)(ii)]
		-	incl paid leave/rest in course of the employment as per contract				 [9(1)(ii), Expl]
	-	salary Y by gov to citizen for svcs abroad [but perks are exempt u/s 10(17)]			  [9(1)(iii)]
	-	dividend paid abroad by Indian Co.												  [9(1)(iv)]
	-	int payable on foreign loans brought into India for use in India						  [9(1)(v)]
	-	royalty payable on IPRs or info used in India										  [9(1)(vi)]
	-	fees for technical svcs for use in India												 [9(1)(vii)]

K.	Accrual v. Receipt
Y is the fruit of activity & it may be recd:
-	in kind – translatable into money’s worth
-	in cash or cash equivalents, or
-	as accruing in one’s hands. 

Accrual – is generation
-	something that has grown or arisen and has matured or fructified
-	and so is now ready for partaking, i.e. it is now enforceable
-	and whether it is so taken/received or not, the Y is now crystallized.

L.	Charge of Tax
Tax is to be charged on total income of every person for the PY in accordance with the Act
-	the rates of tax being as provided by the annual Finance Act									[4(1)]
Tax shall be deducted at source or paid in advance, as provided by the Act							[4(2)]
For charge of tax and computation of total income shall be classified under the 5 specified heads		  [14]
Expenses in relation to income not forming part of total income is not deductible						[14A] 

M.	Exemptions u/s 10
Not treated



2.  Salaries
A.	Definitions

Salary
-	is remuneration or emolument, of any kind and in any form
	-	due, paid or allowed for personal service rendered under employment
-	necessarily connotes a master-servant relationship
	- i.e. it must be under a contract of service and not a contract for services
-	is not implied when remuneration is for holding an office
-	includes																			     [17(1)]
	-	wages, annuity or pension, gratuity, advance of salary					   [17(1)(i), (ii), (iii), (v)]
	-	fees, commissions, perquisites or profits in lieu of or in addition to salary				[17(1)(iv)]
	-	advance payment of salary														[17(1)(v)]
	-	leave encashment															      [17(1)(va)]
	-	annual accretion to RPF balance, of employer’s contribution > 12% of salary			[17(1)(vi)]
	-	aggregate of sums transferred balance to the extent chargeable u/r 11(4), Pt A, 4th Sch   [17(1)(vii)]
	-	employer’s contribution to pension scheme ref to in S 80CCD						     [17(1)(viii)]
-	does not include
	-	payments by firm to partner by way salary, bonus, commission etc.				      [15 Expl 1]
	-	gratuitous or compensatory lump sum paid to heir of employee dying in harness

Perquisite
-	is a privilege, gain or profit incidental to regular salary
	-	including honorarium or voluntary payment
-	includes																			     [17(2)]
	-	value of rent-free accommodation provided by employer								 [17(2)(i)]
	-	value of concession in rent of accommodation provided by employer					[17(2)(ii)]
		-	per valuations in specified cases as provided								[17(2)(ii) Expl]
	-	value of any free or concessional benefit or amenity provided							[17(2)(iii)]
		-	by a company to an employee who is a director or has substantial interest	   [17(2)(iii)(a), (b)]
		- 	by any employer to an employee whose salary income exceeds Rs 50k			   [17(2)(iii)(c)]
		-	but not provision of transport between residence and workplace				[17(2)(iii)Expl]
	-	any obligation of the employee paid by the employer								[17(2)(iv)]
	-	any sum payable by the employer for life assurance of or annuity to employee			 [17(2)(v)]
		-	other than through specified funds
	-	value of any free or concessional securities, stock options, sweat equity shares			[17(2)(vi)]
	-	amount of contribution to superannuation fund exceeding Rs 1,50,000				      [17(2)(vii)]
	-	value of any other prescribed fringe benefit or amenity							     [17(2)(viii)]
		-	except the following													     [17(2)Prov]
			-	value of medical treatment in employer’s hospital
			-	hospitalization expenses for treatment in approved hospital
			-	premium for health insurance in scheme approved for S 36(1)(ib)
			-	premium for health insurance in scheme approved for S 80D
			-	medical expenses allowance up to Rs. 15,000/-
			-	expenditure in relation to medical treatment abroad as specified

Profits in Lieu of Salary
-	includes																			     [17(3)]
	-	compensation for termination of or modification of terms of employment				 [17(3)(i)]
	-	payment, other than from exempt funds, consisting of employer’s contributions			 [17(3)(ii)]
	-	any amount received before joining or on termination of employment					[17(3)(iii)]

B.	Exemptions
The following are not included in Total Income
-	Leave Travel Concession, as prescribed												     [10(5)]
-	Certain incomes of non-citizens, as provided											     [10(6)]
-	Allowances/perquisites paid abroad by Govt to citizens, as provided						     [10(7)]
-	Gratuity, as provided																   [10(10)]
-	Commutation of Pension, as provided													 [10(10A)]
-	Leave Encashment at retirement													      [10(10AA)]
-	Retrenchment Compensation under Industrial Disputes Act, 1947							 [10(10B)]
-	VRS payments to specified employees													 [10(10C)]
-	Payment from/accumulated balance from RPF, EPF									  [10(11), (12)]
-	Payment on closure of account/ partial withdrawal from National Pension System Trust    [10(12A),(12B)]
-	Payment from approved superannuation fund											   [10(13)]
-	House Rent Allowance, as prescribed													 [10(13A)]
-	Compensatory Allowance, as prescribed												   [10(14)]

C.	Valuations

D.	Taxability
Salary from employer or former employer is chargeable to tax on due or receipt basis				  [15]

E.	Computation / Deductions
In computing salary income, the following deductions shall be made								  [16]
-	lesser of Rs. 40,000/- or salary,														    [16(ia)]
-	lesser of 1/5th of salary or Rs. 5,000/-, for entertainment allowance to gov employee			     [16(ii)]
-	sum paid as profession tax															    [16(iii)]

F.	Relief of tax																			  [89]
-	if salary includes payment due to which total income is assessed at rate higher than otherwise
	-	assessee may apply to AO for grant of relief as prescribed


3.	Income from House Property

A.	House Property Income																[22]
-	Annual Value of real property owned by the assessee
-	being buildings or lands appurtenant thereto
-	not property occupied for chargeable business or profession
-	not vacant land

B.	Annual Value [AV]																     [23(1)]
-	deemed to be
	-	amount for which the property may be reasonable let, i.e. reasonable rent or municipal value,
		-	increased by one-ninth of the municipal rateable value in the 4 metros, or
	-	amount for which it is actually let, if such actual rent is higher, or
	-	reasonable rent less vacancy allowance
-	less the municipal taxes paid during the year										    [23(1) Prov]

C.	Self-occupied Property													      [23(2), (3), (4)]
-	the AV of any one house property, shall be taken to be nil, if
	-	occupied for own residence
	-	unoccupied due to residence at other place for work, in building not owned
	-	provided no part of the house is let, or owner derives other benefit
-	AV of any other such houses to be determined as if let

-	AV of property held as stock-in-trade if not let shall be taken to be nil						     [23(5)]
	-	for one year from the financial year in which completion certificate is obtained

D.	Deductions																			  [24]
-	from the AV of the property, the following deductions shall be made
	-	30% of the annual value
	-	interest on housing loan for the property upto Rs. 30,000/-
		-	 upto Rs. 2,00,000/- for housing loan from 1 April 1999, if
			-	property is bought or made within 5 years from the fin year in which loan is taken, and
			-	certificate from the lender re the amount of interest on such loan is furnished

-	arrear or unrealized rent which is realized subsequently
	-	shall be income in the year of receipt and 30% of the same shall be allowed as deduction

E.	Person liable to tax
-	includes, the following persons deemed to be owner
	-	transferor for inadequate consideration
		-	to spouse, except in case of agreement to live apart, or
		-	to minor child other than married daughter									      [27(i)]
	-	holder of impartible estate as deemed owner of all property in the estate				     [27(ii)]
	-	member of co-op, co, other assn w.r.t. unit allotted under house building scheme		    [27(iii)]
	-	possessor of property in part performance of a contract to buy						   [27(iiia)]
	-	rights holder under sale, exchange, or lease for 12 or more years
		-	excluding lease from month to month or for less than one year					   [27(iiib)]



4.	Profits and Gains of Business or Profession

A.	Definitions

Business [Bus]	
-	is a word of wide import; in fiscal statutes must be construed in a broad & not a restricted sense.1
-	is any economic activity, and every facet of an occupation, carried on for earning +Y.
	-	e.g. prodn of goods from raw mats, buying & selling goods to make +Y, providing svcs1
-	is not a unilateral act – it requires commercial transaction between a plurality.1
	-	but a firm & a Co with an identity of partners & shareholders are separate juristic entities2
-	implies a real, substantial, systematic or organized activity with a set purpose3
	-	a course of dealings contemplated to be continued or actually continued with a +Y motive
	-	normally the +Y motive must pervade the whole series of transactions though none may be earned4
		-	even though a primary requisite, yet not an essential ingredient by itself
			-	mutual concerns & societies do carry on business but seldom have +Y motive5
-	activity carried on continuously/systematically by a person
	–	by applying his & skill & labour - with a view to earn an income - thus business includes profession 6
-	person (AE) must have control or authority to direct the working & conduct of the bus7
	-	as also a direct nexus with the +Y/-Y arising therefrom
		-	if neither is present, it does not fall u/s 28 & must fall u/s 56
-	risk, uncertainty, foresight & capacity to overcome hurdles are essential ingredients8

[bookmark: _Hlk525896419]Includes																			     [2(13)]
-	trade
	-	habitual activity capable of, and for the purpose of, producing +Y9
	-	primarily the exchange of goods for goods or for money;
	-	secondarily repeated manual or mercantile activity with a +Y motive,
		-	as distinguished from the exercise of the liberal arts, or learned professions or agriculture10
-	commerce
	-	trade transactions repeated on a large scale11
-	manufacture																		 [2(29BA)]
	-	change brought about in inanimate physical object, article or thing
		-	transforming it into a new & distinctive one having a different name, character & use; or 
	-	bringing into being a new & distinct one with a different chem composition/integral structure 
	-	results in an article commercially different from its raw mats12
		-	though the inputs may not be transformed in their essential characteristics13
-	adventure or concern in the nature of the above
	-	allied to transactions that constitute business,
	-	has some but not all the essential features that make up a business14

Investment in contrast to business has the objects of safety and of fixed, regular & assured return8
-	nature of assets, occupation of the person & frequency & volume of transactions to be considered11

Profession
-	includes vocation																	     [2(36)]
-	application of own skill & labour in a systematic manner to earn Y6
-	occupation that calls for either intellectual skill, or, manual skill controlled by the intellectual.
-	implies professed attainments in special knowledge had after patient study & appln – not mere skill15
-	whether an occupation is a profession or a vocation depends on degree & always on facts16
-	company is an artificial person – cannot possess skills intellectual or manual - has no mind or body17
	-	cannot engage in profession.

What does not amount to profession may amount to business, and
what does not amount to business may amount to vocation
–	distinction may not be significant for computation u/s 2818

Y u/s 28 is computed as per Ss. 30 to 43D														  [29]
Definition of Bus Y in S. 28 is exhaustive / exclusive.
Paid means actually paid or incurred as per method of accounting employed for bus/prof head		     [43(2)]

Question
Assume S. 10(1) of the Act is deleted. Discuss and determine the nature and head under which the income covered by that provision is now taxable. Examine the validity or otherwise of the deletion. What remedy can the taxpayer avail? (20 marks)

1.	Mazgaon Dock Ltd. v. CIT 1958 34 ITR 368 SC
2.	CIT v. BM Kharwar 1969 72 ITR 603 SC
3.	Narain Swadeshi Weaving Mills v. CEPT 26 ITR 765
4.	Bharat Development (P) Ltd v. CIT 4 Txm 58
5.	General Family Pension Fund v. CIT 1946 14 ITR 488 Cal
6.	Barendra Prasad Ray v. CIT 6 Txm 19
7.	CIT v. S K Sahana & Sons Ltd 1987 33 Txm 62 Pat
8.	CIT v. Minal Rameshchandra 1987 167 ITR 507 Guj
9.	Werle & Co v. Colquhon 2 TC 402
10.	State of Punjab v. Bajaj Electricals Ltd 1968 70 ITR 730 SC
11.	W L Knopp v. CIT 1948 16 ITR 398 Mad
12.	CIT v. Casino (P) Ltd 91 ITR 289
13.	North Bengal Stores v. Board of Revenue 1 STC 157
14.	G. Venkataswami Naidu & Co v. CIT 1959 35 ITR 594 SC
15.	United States v. Laws 163 US 258 (1896)
16.	Robinsons Herbal Institute v. Federal Taxation Commissioners 1923 32 CLR 457
17.	ITO v. Ashalok Nursing Home (P) Ltd. 2006 9 SOT 61 Delhi (URO)
18.	Upper India Chamber of Commerce v. CIT 1947 15 ITR 263 All



B.	Computation of Bus Y

	Profit/[Loss] as per P/L a/c [per 28(i)]								XX
[+]	Amts u/s 28 not treated as Y in P/L									XX
	Inclusions / Disallowances u/s 40, 40A, 41, 43B, 64, 176(3A), 176(4)		XX
																	XX

[-]	Y incl P/L taxable under Ss. 22, 45, 56								XX
	Y exempt / excluded u/s 10, 10A, 10AA, 10B, 10BA, 10C					XX

	Gross Bus Y														XX

[-]	Bus deductions													XX
[+/-]Depreciation, if not as per S. 32 in P/L								XX

	Bus Y															XX

[-]	Deductions u/c VI-A												XX
	Bus Y incl in taxable total income										XX

C.	Receipts treated as Business Income

	Y chargeable u/h Bus/Prof are:
	[28]

	-
	+Y/[-Y] of bus/prof carried on in any part of PY
	[28(i)]

	-
	compensation for nationalization of business property, or termination etc. of mng agency agmt
	[28(ii)]

	-
	Y from specific services to members by trade/prof/similar assn
	[28(iii)]

	-
	profit/benefit arising/extended to exporters, i.e.
-    sale of import license, cash assistance, duty drawback, trf of DEPB or DFRC
	[28(iiia) to (iiie)]

	-
	value of any benefit/perk arising from bus/prof
	[28(iv)]

	-
	remuneration to partner from firm, subject to S. 40(b)
	[28(v)]

	-
	receipt in cash/kind for any negative covenant
	[28(va)]

	
	-
	but not where restraint is under an agmt to trf IPR chargeable u/s 45
	

	
	-
	nor where compensation is under Montreal Protocol (for Ozone Layer)
	

	-
	receipt, incl allocated bonus, after 1.10,96 under Keyman insurance policy
	[28(vi)]

	-
	receipt in cash/kind on a/c of 35AD cap asset (not land, g/will, securities) lost/destroyed etc.
	[28(vii)]



2(24)	i	profits and gains
		v	sums chargeable u/s 28(ii), (iii), 41
		va	sums chargeable u/s 28(iiia)
		vb	sums chargeable u/s 28(iiib)
		vc	sums chargeable u/s 28(iiic)
		vd	sums chargeable u/s 28(iv)
		vii	+Y of bus of insurance by mutual co, co-op
		viia	+Y of banking bus by co-op with members
		x	employees’ PF contrb recd by employer AE
		xii	sum referred in 28(va)

D.	Inclusions / Disallowances
a.	Amounts not deductible																	  [40]
-	amount paid or payable to NR or foreign co in India or abroad being						  [40(a)(i)]
	-	interest, royalty, fees for technical services or other sum chargeable under the Act & TDS applies
	-	TDS not made or not paid-in during the PY or within time allowed u/s 200(1)
	-	if TDS is made after PY, or made in PY but paid-in after time, it is allowed in PY of payment
	-	time u/s 200(1) is 7days of next month, 30th April for March TDS
-	amount payable to a resident being													[40(a)(ia)]
	-	interest, commission, brokerage, rent, royalty, fees for technical or professional services
	-	a contractor or sub-contractor for carrying out any work (incl supply of labour)
	-	TDS not made or not paid-in within time allowed u/s 139(1)
	-	if TDS is made after PY, or made in PY but paid-in after time, it is allowed in PY of payment

b.	Amounts not deductible in certain circumstances	[40A]
c.	Profits chargeable to tax						[41]
d.	Deduction only on actual payment				[43B]
e.	Receipts of discontinued bus/prof				[176 (3A), (4)]

E.	Exempt Bus Y
Y exempt / excluded u/s 10, 10A, 10AA, 10B, 10BA, 10C

F.	Deductions from Bus Y
a.	Rent/repairs etc. wrt buildings, plant etc.	[30, 31, 38]
b.	Other deductions						[36]
c.	Scientific research, IPR, know-how		[35, 43(4), 35A, 35AB]
d.	Depreciation							[32, 34A, 2(11), 43(1), 43(3), 43(6), 2(42C)]
e.	Amortizations							[36(1)(ix), 35ABB, 35D, 35DD, 35DDA, 35E]
f.	Investment, development, rehabilitation	[32A, 32AB, 32AC, 33, 33A, 33AB, 33ABA, 33AC, 33B, 34]
g.	General Business Expenses				[37]
h.	Value or certain stock-in-trade			[43C, 43CA]
i.	Head office exp of non-resident			[44C]
j.	CSR payments						[35AC, 35CCA, 35CCB, 35CCC, 35CCD]
k.	Currency fluctuations					[43A]
l.	Treatment wrt specified businesses		[35AD, 42, 43D, 44, 44A, 44AD,
										 44AE, 44AF, 44B, 44BB, 44BBA, 44BBB]

a.	Repairs etc. to fixed assets
-	insurance for damage/destruction & non capex repairs of fixed assets						    [30, 31]
-	rents, rates and taxes of buildings used for the bus/prof										  [30]
-	assets used partly for bus/prof – proportionate dedn allowed									  [38]
-	fixed assets here are buildings, furniture & fittings, machinery & plant

b.	Other Deductions
	Deductions allowed in computing Y u/s 28
	[36(1)]

	-
	insurance – on stocks, employees’ health, livestock of milk co-op member
	[36(1)(i),(ib),(ia)]

	-
	bonus, commission to employees for services rendered
	[36(1)(ii)]

	-
	interest on borrowed capital; but not pre-commissioning period interest
	[36(1)(iii)]

	-
	pro rata discount, as prescribed, on zero coupon bonds
	[36(1)(iiia), 2(48)]

	-
	contributions to RPF, SAF, Pension Scheme, Gratuity Fund
	[36(1)((iv),(iva),(v)]

	-
	employees’ contributions to above deposited in time
	[36(1)(va)]

	-
	loss on retirement/death of bus assets being animals
	[36(1)(vi)]

	-
	bad debts written off as irrecoverable, subject to S. 36(2)
	[36(1)(vii), 36(2)]

	-
	provision for bad debts by banks etc.
	[36(1)(viia)]

	-
	special reserve by banks, FIs for indl/agri/infra/hsg loans
	[36(1)(viii)]

	-
	family planning promotion amongst employees
	[36(1)(ix)]

	-
	expenditure by notified corporations in accordance with their objects
	[36(1)(xii)]

	-
	transaction taxes – banking, securities, commodities
	[36(1)(xiii)(xv)(xvi)]

	-
	credit guarantee fund contributions by Public FIs
	[36(1)(xiv)]



d.	Depreciation														 					  [32]
-	an allowance,
	-	for decrease in value through normal wear and tear or obsolescence of business apparatus,
	-	on the conditions that it is
		-	owned or partly owned by the assessee, and
		-	used by him - in the bus - during the PY.

-	deduction shall be allowed at the prescribed percentages									     [32(1)]
	-	on assets of a power company, on the actual cost, i.e. on straight line method
	-	on any block of assets, on its written down value
	-	on assets sold, discarded, destroyed etc., the deficiency in value if written off
		-	if they are wholly or partly owned by the assessee, and
		-	if they are used for the business or profession
	-	if used for less than 180 days in the PY, then 50% of the depreciation
	-	no deduction if actual cost is allowed under a S. 42 oil exploration agreement
-	deduction is mandatory, even if not claimed by the assessee
-	unabsorbed depreciation is to be carried forward
-	no depreciation on land, only on superstructure

Assets shall mean
-	tangible assets, i.e. buildings, machinery, plant or furniture
-	intangible assets, i.e. know-how, IPRs, licenses, franchises, other similar business rights

Block of Assets means																	     [2(11)]
-	a group of assets falling within a class, w.r.t. which the same depreciation rate is prescribed

Actual Cost means																		     [43(1)]
-	actual cost of the asset to the assessee
	-	pre-operative expenses up to the date of being put to use may be capitalized
	-	as reduced by such portion as is met by any other person or authority
-	includes all expenses directly made to acquire; bring to site; install; make fit for use; facilitate use
-	in case of gift or inheritance, actual cost to the previous owned less depreciation as if only asset in block
-	in case of transfer at enhanced cost, the amount as AO may determine
-	payment in excess of Rs 10,000/- except through banking channel not to be included in actual cost

Written Down Value means																     [43(6)]
-	w.r.t. assets acquired during the PY, the actual cost to the assessee
-	w.r.t. assets acquired before the PY, actual cost less all depreciation allowed
-	w.r.t. any block of assets
	-	written down value at the beginning of the PY
	-	actual cost of assets in the block acquired in the PY
	-	minus amount receivable in case of sale, destruction etc.


Plant																				     [43(6)]
-	includes ships, vehicles, books, scientific apparatus and surgical equipment used for business/profession
-	excludes tea bushes, livestock, buildings or furniture & fittings

-	is any article or subject, fixed or moveable, live or dead used for carrying on a business
-	is the apparatus, fixtures and tools used for or necessary to carry on any business or trade
-	is all that with which the business is carried on

Question
But for the exclusion u/s 43(6) would a cinema hall qualify as plant? Does circus tent qualify as plant?

g.	General Business Expenses															  [37]
Any expenditure made wholly and exclusively for the business
-	is allowed in computing the chargeable business income
	-	if incurred in the previous year in an existing business
	-	not being expenditure u/s 30 to 36, capital or personal expenditure
-	expenditure for a purpose which is an offence or is prohibited is not allowed
-	CSR expenditure u/s 135 of the Companies Act, 2013 is not allowed
-	expenditure on advertisement in publication by political party is not allowed

-	S. 30 to 37 are not exhaustive of the permissible deductions
	-	any loss / expenditure is deductible on ordinary principles of commercial trading u/s 29 r/w 145

-	expenditure may be for the purpose of business but not for earning profit
	-	expenditure need not be incurred solely for the purpose of earning profit
-	expenditure may not be necessary or prudent or wise

Capital v. Revenue
-	No one test conclusive or of universal application to decide capital versus revenue expenses
	-	whether bringing into existence asset or advantage of and enduring nature
	-	whether relatable to fixed capital or to circulating capital
	-	whether relating to the framework of the business
	-	whether incurred in the ordinary course of business
	-	whether for acquiring a concern or goodwill
-	Cardinal Rule
	-	it should be decided from the practical or business viewpoint
	-	in accordance with sound accounting principles

G.	Accounts & Audit						  [2(12A), 29, 145, 145A, 44AA, 44AB, 44D, 44DA, 44DB]

Income u/s 28 shall be computed in accordance with the provisions of sections 30 to 43D.				  [29]

Income under the head shall be computed													       [145]
-	according to the method of accounting regularly employed by the assessee
	-	method must be either cash or mercantile
-	according to notified income computation and disclosure standards
-	the accounts must be correct and complete
-	if any of the above conditions are not met, the AO may make a best judgement assessment u/s 144

Notified professions to maintain such books of account as enable the AO to compute Total Y		 [44AA(1)]
Persons carrying on business or profession to maintain books as enable AO to compute Total Y		 [44AA(2)]
[bookmark: _Hlk529617655]-	for individual and HUF if Y from business exceeds 2.5 lakhs or gross receipts of business exceed 25 lakhs
-	for other persons if Y from business exceeds 1.2 lakhs or gross receipts of business exceed 10 lakhs
	-	in any one of the 3 years immediately preceding the previous year
	-	in case of newly set up business, if the income or gross receipts are likely to exceed above limits
Board may prescribe various particulars regarding the books to be maintained				 [44AA(3), (4)]

Accounts to be audited by an accountant before the due date for furnishing return				     [44AB]
And report in prescribed form to be furnished by the specified date
-	gross receipts in business exceed one crore rupees, or
-	gross receipts in profession exceed fifty lakhs rupees

H.	Speculative Business
[43(5)][28 Expl 2][73]

I.	Dividend Distribution Tax														[115O]

Domestic company to pay additional income-tax @ 15% on dividends declared.


J.	Minimum Alternate Tax on Companies												    [115JB]

-	where the income-tax on total income is less than 18.5% of the book profit
	-	the book profit deemed to be the total income
[bookmark: _Hlk536445111]		-	and the tax payable on it shall be 18.5%
		-	9% in case of co. in Intnl Fin Svc Centre earning only in foreign exchange

-	statement of profit and loss to be in accordance with S. 129 & Sch. III of Companies Act, 2013

-	Book Profit is profit shown by such statement
	-	as increased by
		-	amount of income-tax paid or payable, and provided
		-	amounts carried to reserves
		-	amounts of specified provisions
		-	expenditure relatable to exempt income, except 10(38)
		-	other specified amounts
	-	and as reduced by
		-	amount of exempt income, except 10(38)
		-	amount of depreciation
		-	amount of unabsorbed depreciation and brought forward loss of company under IBC process
			-	lesser of the two in case of any other company
		-	other specified amounts
-	assessee to furnish report of accountant re. computation of book profit within due date u/s 139
-	section not to affect carry forward of losses and unabsorbed depreciation 
-	section not applicable to foreign co. if territory has DTAA with India or co. not reqd. to be regd.
-	section not applicable to foreign company with only S. 44B, 44BB, 44BBA, 44BBB profits
-	section not applicable to income of company from life insurance business u/s 115B

K.	Alternate Minimum Tax on Non-Corporates										    [115JC]

-	where regular income-tax is less than the alternate minimum tax
	-	adjusted total income deemed to be total income
		-	and the tax on adjusted total income shall be 18.5%
		-	9% in case of unit in Intnl Fin Svc Centre earning only in foreign exchange

-	adjusted total income is total income plus deductions under
	-	Chapter VIA, Heading C (deduction in respect of incomes), except 80P
	-	section 10AA
	-	section 35AD as reduced by depreciation u/s 32

-	alternate minimum tax is tax on adjusted total income @ 18.5%

-	report of accountant on computation under the section to be submitted within due date u/s 139
-	excess of alternate minimum tax over regular income tax to be allowed as tax credit
	-	to be set off against excess of regular income-tax over alternate minimum tax in any AY
	-	to be carried forward for 15 years
	-	variation in tax by any order under the act to vary tax credit accordingly
-	applicable to person claiming deduction under Ch. VIA heading C, except section 80P; S. 10AA; S 35AD
	-	but not applicable if adjusted total income is below 20 lakhs
	

5.	Capital Gains

Capital Gains are gains arising from the transfer of a capital asset effected in the previous year 	     [45(1)]

A.	Computation																		  [48]
Full Value of Consideration, received or accruing, on transfer					 X
Less
Expenditure incurred wholly in connection with the transfer					(X)
Cost of acquisition of the asset											(X)
Cost of any improvement to the asset										(X)
Capital gain/loss														 X 

-	cost of acquisition & cost of acquisition to be indexed in case of long-term asset			      [48 Prov 2]
	-	not equity shares or equity fund units or units of S 112A business trust				      [48 Prov 3]
	-	not bond or debenture, other than capital bonds specified						      [48 Prov 4]
-	FVC in case of ESOP shall be market value on date of transfer							      [48 Prov 6]
-	securities transaction tax not deductible											      [48 Prov 7]

B.	Definitions

Capital Asset means
-	property of any kind, whether or not connected with his business or profession				 [2(14)(a)]
	-	whether fixed or circulating, moveable or immoveable, tangible or intangible
	-	includes jewelry, archaeological collections, drawings, paintings, any work of art
-	securities held by FII in accordance with SEBI regulations							       [2(14)(b)]
-	but excludes																		     [2(14)]
	-	stock-in-trade, consumable stores or raw materials held for business or profession
	-	personal effects, i.e. moveable property held for personal use by assessee or dependent
	-	agricultural land in India, except land situated in specified urban areas
	-	specified bonds

Short-term Capital Asset																   [2(42A)]
-	listed securities held for not more than 12 months
-	unlisted shares, land or buildings held for not more than 24 months
-	any other asset held for not more than 36 months

Long-term Capital Asset																   [2(29A)]
-	any asset that is not a short-term capital asset

Fair Market Value																	   [2(22B)]
-	price the asset would ordinarily fetch in open market sale on the relevant date
	-	if not ascertainable, determined as per rules made under the Act

Full Value of Consideration
-	if consideration is not determinable, to be taken as Fair Market Value on transfer date			[50D]

Transfer
-	is the alienation of any right, usually for a consideration
-	in relation to a capital asset, includes													     [2(47)]
	-	sale, exchange or relinquishment of the asset
	-	extinguishment of any rights in the asset
	-	compulsory acquisition of the asset by law
	-	conversion or treatment of the asset as stock-in-trade
	-	maturity or redemption of a zero-coupon bond
	-	transaction allowing possession of immoveable property pursuant to agreement for sale
	-	transaction, e.g. of share of co-op etc., transferring or enabling enjoyment of immoveable property
	-	transfer of rights in any asset flowing from transfer of shares in foreign company

Transactions Regarded as Transfer
-	insurance claim received on destruction of or damage to capital asset
	-	claim money or FMV of other asset recd, on date of receipt, is FVC in year of receipt		   [45(1A)]
-	conversion of capital asset into stock-in-trade
	-	FMV on date of conversion is FVC, and gain arises in the year of sale					     [45(2)]
-	transfer of capital asset to a firm, AoP, BoI as capital contribution or otherwise
	-	amount recorded in the books of the transferee shall be the FVC						     [45(3)]
-	distribution of assets on dissolution of the firm etc. shall result in income of the firm
	-	FMV of date of transfer is FVC and said date is the year of gain						     [45(4)]
-	compulsory acquisition or transfer at consideration set by the government
	-	compensation initially awarded shall be FVC for the PY of the acquisition
	-	enhanced compensation is capital gain in the year of receipt
		-	interim compensation shall accrue in the year of final order
		-	if compensation is reduced by court, capital gain is recomputed accordingly			     [45(5)]
-	transfer under development agreement by individual or HUF
	-	stamp value plus any consideration in cash will be FVC
	-	year of certificate of completion is the year of transfer								   [45(5A)]
-	amount or asset received on liquidation of company, less amount treated as dividend
	-	chargeable on such money or market value of such asset								  [46]
-	sale of shares in a purchase by company of its own shares, chargeable in the year of purchase		[46A]

C.	Exemptions
Not treated






Transactions Not Regarded as Transfer													[47]
-	distribution of capital assets on partition of HUF
-	transfers under gift, will or irrevocable trust; but not ESOPs
-	transfers between holding company and wholly owned subsidiary, transferee being Indian
-	transfers in amalgamation or demerger if transferee is Indian
-	transfer of work of art, collections etc. to Government or to notified institutions such as museums
-	conversion of debentures into shares or debentures
-	conversion of preference shares into equity shares
-	transfer in case of succession of firm by a company
-	transfer in case of demutualization etc. of stock exchange
-	transfer in case of conversion of company into LLP, upto 5 crores
-	transfer in case of succession of sole proprietorship by a company
-	borrowing or lending of securities subject to SEBI/RBI guidelines
-	reverse mortgage under notified scheme
-	transfer of units in consolidation of mutual fund scheme
-	transfer in other specified instances

In such cases
-	cost of acquisition is the cost to the previous owner or of the previous asset						  [49]
-	period of holding includes the period of holding of previous owner or previous asset		   [2(42A) Expl]

Cost of Acquisition
-	is any cost to obtain ownership of the capital asset

-	to be indexed in case of transfer of long-term capital asset							    [48 2nd Prov]
	-	(Cost X Index on transfer)/Index on acquisition
	-	similarly, for Cost of Improvement

-	option to substitute FMV as on 1st April, 2001 if asset held from before that date			    [55(2)(b)(i)]

-	to be the purchase price or to be taken as ‘nil’ if not purchased, in case of					 [55(2)(a)]
	-	goodwill of a business
	-	trade mark or brand name associated with a business
	-	right to manufacture, produce or process any article or thing
	-	tenancy rights
	-	stage carriage permits
	-	loom hours
	-	right to carry on any business or profession
-	of bonus issue or of rights offer renounced to be taken as ‘nil’							      [55(2)(aa)]
-	of shares acquired on conversion of debentures to be the value extinguished				   [49(2A)]

Cost of Improvement
-	is any cost for the betterment of the asset or its title

C.	Tax at Flat Rates
-	if short-term gain is on transfer of equity share on which securities transaction tax is chargeable    [111A]
	-	tax on such gain to be 15%

-	tax on long-term gain to be 20%															 [112]
-	in case of listed securities to be 10% on the excess over 1 lakh							     [112A] 

-	adjustment for assessee having total income less such gain below exemption limit


6.	Income from Other Sources

Income from any source not covered by the specific heads is chargeable under this residual head	     [56(1)]

In particular, the following fall under Income from Other Sources
-	Dividend [2(22)], but dividend u/s 115-O (Dividend Distribution Tax) is exempt u/s 10(34)
-	Winnings from lotteries, puzzles, races, gambling, other games or competitions of any sort
-	Interest on securities, if not on securities held as stock-in-trade
-	any other interest
-	letting of machinery, plant or furniture (and of buildings if inseparable), if not charged u/s 28
-	payment due or received for termination of employment or modification of its terms
-	advance forfeited in failed negotiations for transfer of capital asset
-	fees and commission received as director of company
-	ground rents
-	royalties in general
-	issue of shares at premium exceeding fair market value, by non-public company
	-	not applicable in case of
		-	shares in venture capital company or fund received by venture capital undertaking
		-	shares received by a company from notified class/es of persons
	-	fair market value is higher of
		-	as determined by method prescribed u/r 11U and 11UA, or
		-	as substantiated to AO, based on value of assets, goodwill, IPR, rights etc.
-	money/property received by any person from any person without or for inadequate consideration
	-	except
		-	from specified relatives
		-	on the occasion of one’s marriage
		-	under will or by inheritance
		-	gifts in contemplation of death
		-	from a local authority defined u/s 10(20) Expln.
		-	from any institution, hospital, fund, foundation, trust referred to u/s 10(23C)
		-	from any trust or institution registered u/s 12A or 12AA
		-	from any individual by a trust for the benefit of relative of the individual
		-	by way of specified transfers u/s 47
		-	by specified institutions u/s 10(23C)
	-	property means the following capital assets
		-	immoveable property
		-	shares and securities
		-	jewellery and bullion
		-	archaeological collections
		-	any work of art

Deductions
-	reasonable collection charges for realizing dividend or interest on securities
-	current repairs, insurance, depreciation, unabsorbed depreciation in activity of letting machinery etc.
-	any other revenue expense laid out wholly and exclusively for earning the income

7.	Aggregation & Adjustment

A.	Clubbing

-	transfer of income without transfer of underlying asset, income is of the transferor				  [60]
-	revocable transfer of asset, income is of the transferor										  [61]
	-	not if transfer is for the lifetime of the beneficiary/transferee
-	spouse’s unmerited remuneration from a concern in which individual has substantial interest		  [64]

B.	Inclusions

-	unexplained cash credits																  [68]
-	unrecorded investments																  [69]
-	unrecorded money, bullion, jewellery, or other valuable article								[69A]
-	undervalued investment or other valuable article											[69B]
-	unexplained source of any expenditure													[69C]
-	hundi loan borrowed or repaid other than by cheque, deemed income of borrower				[69D]

C.	Set-off & Carry Forward

-	set off against any other source under the same head										  [70]
	-	short-term capital loss against any other capital gain
	-	long-term capital loss against any other long-term capital gain

-	set off between heads of income															  [71]
	-	business loss not against salaries
	-	capital loss not against any other head
	-	house property loss up to 2 lakhs against any other head

-	house property loss carried forward for 8 years and set off against house property income			[71B]

-	business loss carried forward for 8 years and set off against business income					  [72]
	- loss to be carried forward before unabsorbed depreciation

-	speculation business loss set off against speculation business income only						  [73]
	-	loss carried forward for 4 years and set off against speculation business income

-	capital loss carried forward for 8 years													  [74]
	-	long-term loss set off against long-term gain
	-	short-term loss set off against any capital gain

-	loss from race horses not set off against any other source									[74A]
	-	carried forward for 4 years and set off against race horse source, if activity is carried on

-	in case of change of shareholding change in company in which public is not substantially interested    [79]
	-	in case of start-up u/s 80-IAC
		-	if shareholders in year of loss remain as such in year of set off
		-	and loss incurred within 7 years of incorporation
		-	such loss can be carried forward and set off
	-	in any other case
		-	loss can be set off if 51% of shareholding in year of loss remains so in year of set off


-	in case of business loss and capital loss, carry forward only if return filed within due date			  [80]
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Not treated

E.	Rebate of Tax
-	lower of tax or 2.5k to be deducted from tax of individual with income upto 3.5 lakhs				[87A]


8.	Assessment Procedure

A.	Preliminary

Permanent Account Number

-	is a 10-digit identification number allotted to assessees and other persons by the Dept.	     [139A Expl]

-	persons liable to apply for PAN are													 [139A(1)]
	-	persons whose total income exceeds the exemption limit
	-	persons carrying on business or profession with gross receipts likely to exceed 5 lakhs
	-	trustees of charitable or religious trust etc. reqd. to furnish return u/s 139(4A)
	-	employers reqd. to furnish return of fringe benefits u/s 115WD
	-	non-individual residents entering into financial transaction of 2.5 lakhs or more
		-	also designated individuals competent to act on behalf of such persons
	-	notified persons by whom any tax or duty is payable							      [139A(1A)]
	-	notified persons from whom any information is to be collected					      [139A(1B)]
-	AO may allot PAN to any person wrt prescribed nature of transactions						 [139A(2)]
-	any other person applying to be allotted PAN											 [139A(3)]

-	persons having PAN to quote it in													 [139A(5)]
	-	all returns, correspondence etc. with the income-tax authorities
	-	challans for payment of any sum under the Act
	-	all documents relating to prescribed transactions
		-	persons receiving such documents to ensure PAN is quoted						 [139A(6)]
-	PAN holders to intimate change in address or in the name or nature of business

-	persons receiving TDS income to intimate PAN to the person deducting					      [139A(5A)]
-	persons deducting TDS to quote PAN of deductee in documents under TDS provisions		      [139A(5B)]
-	persons to whom PAN provisions do not apply to furnish declaration u/s 197A to deductor

-	buyer etc. u/s 206C to intimate PAN to collector of tax								      [139A(5C)]
-	collector of tax to quote PAN of buyer etc. in returns and documents u/s 206C			      [139A(5D)]

-	no person to apply for or have more than one PAN										 [139A(7)]

-	CBDT to make relevant rules														 [139A(8)]

-	Aadhaar number to be quoted in PAN application form									    [139AA]

Return of Income																		[139]

-	every company; firm; and every other person with income exceeding exemption limit
	-	to furnish prescribed return within due date
-	company, person required to be audited, working partner of firm required to be audited
	-	to furnish return by 30th September of the AY
-	other persons to furnish return by 31st July of the AY
-	residents being beneficial owner or beneficiary of foreign asset to furnish return
-	every assessee (other than company, firm, local authority) to file return
	-	if income exceeds exemption limit without Sections, 10(38), 10A, 10B, 10BA or Chapter VI-A

-	every company or firm to file return of income for every previous year by due date

-	Central Government may exempt any class of persons from filing return on specified conditions [139(1C)]
-	return for carry forward of business or capital loss to be filed within due date				   [139(3)]
-	delayed return may be filed before earlier of end of the AY or completion of assessment		   [139(4)]
	-	such return liable for interest u/s 234A and fee u/s 234F
-	revised return filling omission or wrong statement be filed before end of AY or assessment		   [139(5)]
-	prescribed challans, particulars, statements, accounts, audit reports to go with return  [139(6), (6A), (9)]
	-	if return is defective, AO may require rectification within 15 days or such time as allowed	   [139(9)]
	-	return invalid if not rectified within the time allowed

-	if no return filed by due date, AO may issue notice u/s 142(1)(i) to file a return

-	Aadhaar number to be quoted in the return											    [139AA]

-	return of persons other than company or person to be audited may be filed through TRP		     [139B]

-	return to be verified by competent persons specified											[140]

-	tax, interest and fee as per return to be paid before filing the return						     [140A]

-	CBDT to make rules for filing return in electronic form									     [139D]



B.	Self-Assessment																	     [140A]

-	assessee to compute and pay tax, interest and fee under the Act before filing return			 [140A(1)]
	-	to take into account pre-paid taxes, tax reliefs and tax credits under the Act
	-	proof of such payment to accompany return
	-	statement of tax computed as per return to be filed with return					 [139(9) Expln]
-	if amounts so payable are not paid, then assessee is deemed to be in default				 [140A(3)]
-	after regular or other assessment													 [140A(2)]
	-	amounts paid u/s 140A(1) deemed to be towards such assessment
-	amounts paid first adjusted against fee, the against interest and the balance against tax
-	for interest u/s 234A, pre-paid taxes, tax reliefs and tax credits to be taken into account	      [140A(1A)]
-	for interest u/s 234B; TDS, TCS, tax reliefs and tax credits to be taken into account		      [140A(1B)]

C.	Processing of Return (Summary Assessment)										   [143(1)]

Return u/s 139 or u/s 142(1) to be processed by
-	computing total income or loss after making adjustments for
	-	arithmetical errors
	-	apparent incorrect claims
	-	disallowing loss for previous year if that return was delayed
	-	disallowing specified exemptions and deductions if return was delayed
		-	intimation of adjustments to be given to assessee, and
		-	response of assessee within 30 days to be considered
-	computing tax, interest and fee on such adjusted total income
-	determining the sum payable or the refund due, after adjustment of taxes paid, tax reliefs and rebates
-	preparing and sending to the assessee intimation of the sum payable or refund due or loss
	-	intimation to be given within one year from the financial year of filing of return
-	granting the refund due to the assessee

-	CBDT to make scheme for centralized processing of returns for expedition

D.	Inquiry before Assessment

For the purpose of making an assessment, AO may serve notice upon							   [142(1)]
-	person who has made a return u/s 115WD or u/s 139, or
-	person in whose case the due date u/s 139 has passed
	-	requiring such person to
		-	furnish prescribed return, or
		-	produce such accounts or documents as the AO may require, or
			-	AO may require accounts upto 3 years prior to the assessment year
		-	furnish such information in writing in such form as required
			-	statement of all assets and liabilities not included in the accounts
				-	to be required upon approval of Joint Commissioner

-	AO may make inquiry as necessary to obtain full information w.r.t. income of any person		   [142(2)]

-	AO may direct the assessee to get the accounts audited by nominated accountant			 [142(2A)]
	-	and to furnish prescribed report within specified period
		-	upon approval of designated authority, and
		-	after giving opportunity of hearing to the assessee
		-	given
			-	the nature and complexity of the accounts, or
			-	volume of accounts or multiplicity of transactions, or
			-	doubt about the correctness of the accounts,
			-	specialized nature of the assessee’s business, and
			-	interests of the revenue

-	assessee to be given opportunity of hearing in respect of									   [142(3)]
	-	material gathered in inquiry u/s 142(1) or audit u/s 142(2A)
	-	and proposed to be utilized for the assessment

E.	Regular Assessment

AO or prescribed authority, in case of return filed u/s 139 or u/s 142(1)						   [143(2)]
-	to ensure income is not understated, loss computed is not excessive, or tax is not under-paid
-	may issue notice, within 6 months of the financial year of filing of return
	-	requiring the assessee to
		-	attend the office of the AO, or
		-	produce any evidence that is to be filed upon in support of the return

On the date specified in the notice, or so soon thereafter as may be							   [143(3)]
-	the AO shall by an order in writing
-	make an assessment of the total income and determine the sum payable or refund due
	-	after hearing any evidence produced by the assessee
	-	any other evidence required by the AO on specified points, and
	-	after taking into account all relevant material gathered by the AO
-	on such assessment, tax paid u/s 143(1) deemed to be tax paid towards this assessment		   [143(4)]
-	excess refund, if any, deemed to be tax payable
-	such assessment to be made within 12 months of the AY income was first assessible				 [153]


To impart greater efficiency, transparency and accountability									 [143(3A)]
-	Government may notify scheme of assessment
	-	eliminating AO/assessee interface to the extent technologically possible
	-	optimizing utilization of resource through economies of scale and functional specialization
	-	introducing a team-based with dynamic jurisdiction
-	Government may notify exceptions, modifications, adaptations to the assessment provisions

F. Best Judgement Assessment															 [144]

If any person
-	fails to file return u/s 139, or
-	fails to comply with inquiry notice u/s 142(1), or audit direction u/s 142(2A)], or
-	fails to comply with notice u/s 143(2) to attend the AO or produce evidence,
Then
-	AO may make assessment to the best of his judgement
	-	after giving opportunity of hearing to show cause why assessment should not be so made
	-	and taking into account all relevant material gathered by him

G.	Reassessment

If the AO has reason to believe that any taxable income has escaped assessment					 [147]
-	he may reopen the relevant assessment,
	-	after recording the reasons to do so, and											   [148(2)]
	-	after the higher authority is satisfied on such reasons that it is a fit case				   [151(1)]
-	by issuing notice to the assessee to file a return, and									   [148(1)]
	-	assess or reassess such escaped income												 [147]
	-	assess any other escaped income which he notices during reassessment
	-	recompute the loss or depreciation or other allowance

-	assessment may be reopened														   [149(1)]
	-	within 4 years from the relevant AY if escaped income is less than 1 lakh
	-	within 6 years from the relevant AY if escaped income is 1 lakh or more
	-	within 16 years from the relevant AY if income w.r.t. foreign asset has escaped

-	if assessee has not impugned the original assessment									   [152(2)]
	-	he may show that assessment was made on a not lower sum or was properly made
		-	and hence claim that the proceedings be dropped

-	tax shall be at the rates applicable if there was no escaped income						   [152(1)]

-	reassessment to be made within 9 months from the financial year of notice u/s 148				 [153]

The following are also instances of income escaping assessment								[147 Expl]
-	return was not filed although income exceeded the exemption limit
-	assessee has understated income or claimed excessive loss or allowance
-	where a person is found to have foreign asset
-	where assessment has been made, but
	-	income has been under-assessed
	-	income has been assessed (taxed) at too low a rate
	-	excessive relief under the Act has been granted on the income
	-	excessive loss or allowance has been computed

H.	Giving Appeal Effect

Notice u/s 148(1) may issue at any time														[150]
-	to give effect to any appellate or other order of any authority under the Act
-	such assessment to be made normally within 12 months from month of passing or receipt of order	[153]

I.	Rectification of Mistake

Any authority, with a view to rectifying any mistake apparent from the record					   [154(1)]
-	may, of its own motion,	 on assessee’s application, or of AO in case of Commissioner (Appeals)	   [154(2)]
	-	by an order in writing															   [154(4)]
		-	amend any order passed by it under the Act									   [154(1)]
		-	amend any intimation u/s 143(1), or u/s 200A(1), or u/s 206CB

-	where any such amendment enures to the detriment of the assessee						   [154(3)]
	-	order to be passed upon giving assessee opportunity of being heard
	-	prescribed notice of demand (deemed to be u/s 156) to be issued						   [154(6)]
-	where such amendment enures to the benefit of the assessee								   [154(5)]
	-	AO shall make any refund due

-	amendment may be made within 4 years from the financial year of original order			   [154(7)]

-	assessee’s application to be disposed of within 6 months from the month of the application	   [154(8)]

-	amendments is specific cases															 [155]



J.	Notice of Demand & Intimation of Loss

-	when, in consequence of an order under the Act											[156]
	-	any tax, interest, penalty, fine or other sum is payable by the assessee
		-	AO shall serve a notice of demand on the assessee specifying the sum payable
-	where any sum is payable u/s 143(1), or u/s 200A(1), or u/s 206CB
	-	intimation under that section to be deemed to be the notice of demand

-	when, in an assessment, a loss is determined to be carried forward							 [157]
	-	AO shall notify such loss computed by him by an order in writing

K.	Refund

If any person satisfies the AO																 [237]
-	that the amount of tax paid by him or on his behalf, or so treated
	-	exceeds the amount with which he is properly chargeable
		-	he shall be entitled to refund of the excess
			-	on making a claim in the prescribed form									   [239(1)]
				-	 within one year from the last day of the relevant AY					   [239(2)]
-	refund only of tax wrongly paid or paid in excess											 [242]
	-	without questioning the correctness of any assessment that has become final
		-or asking for a review of the same

-	where refund is due as a result of any order in appeal or other proceeding						 [240]
	-	AO shall make the refund without the assessee having to make any claim

-	AO may withhold the refund becoming due u/s 143(1)									     [241A]
	-	if notice u/s 143(2) has been issued on that return
		-	and he thinks grant of refund is likely to adversely affect the revenue,
			-	upon reasons recorded in writing and upon approval of higher authority

-	assessee entitled to simple interest on refund,											     [244A]
	-	if refund is due to excess payment of advance tax or excess tax deduction at source
		-	and such amount is 10% or more of the tax determined

-	where any refund is found to be due														 [245]
	-	the authority may, upon intimation in writing
		-	set off such amount due
			-	against any sum remaining payable under the Act
				-	in lieu of payment of such refund

L.	Revision

Any order by AO may be revised by the Principal Commissioner									 [263]
-	upon calling for the record and examining it,
	-	if it is erroneous being prejudicial to the interests of the revenue
		-	after such inquiry as he deems necessary
		-	after giving the assessee an opportunity of hearing
-	order to be made within 2 years of the financial year of the order to be revised
	-	giving effect order may be revised at any time
-	order is deemed to be erroneous where
	-	order made without requisite inquiries or verification
	-	order made allowing relief without inquiring into the claim
	-	order not made as per any direction of CBDT u/s 119
	-	order not in accordance with any jurisdictional court decision prejudicial to the assessee

Any other order of subordinate authority may be so revised										 [264]
-	suo moto, within 1 year of the order to be revised
-	on application by the assessee, made within 1 year from date of knowledge of such order
	-	delay in such application may be condoned
	-	order on the application to be made within 1 year of the financial year of the application
		-	giving effect order may be made at any time
	-	order not to be made if
		-	assessee has not waived his right of appeal, or
		-	the order to be revised is subject of an appeal

M.	Proceedings to be Judicial Proceedings

All proceedings under the Act deemed to be judicial proceedings									 [136]
-	within the meaning of S. 1933 of the IPC (giving false evidence)
-	for the purposes of S. 196 of the IPC (using evidence known to be false)
-	within the meaning of S. 228 of the IPC (giving insult or interruption to public servant)
Every authority deemed to be a civil court
-	for the purposes of S. 195 of the CrPC (prosecution of the above)



N.	Power to Compel Evidence etc.

AO & specified authorities to have the same powers as a civil court, for the purposes of the Act, for	   [131(1)]
-	discovery and inspection
-	enforcing attendance of any person and examining him or oath
-	compelling production of books of account and documents
-	issuing commissions

Any authority may exercise powers u/s 131(1), before taking action for search u/s 132(1),		 [131(1A)]
-	for making relevant inquiry or investigation
	-	if he suspects that there is any concealment of income
[bookmark: _Hlk1643295]		-	even if no proceeding is pending w.r.t. such person

Specified authority may exercise powers u/s 131(1)											   [131(2)]
-	for making an enquiry or investigation with regard to an agreement referred to in S. 90 or 90A
	-	even if no proceeding is pending w.r.t. such person

Above authorities may, subject to rules,													   [131(3)]
-	upon recording the reasons for doing so
	-	impound and retain any books or documents produced before it
		-	retention over 15 days to be upon approval of superior authority






9.	Collection & Recovery of Tax

Even though regular assessment on any income is to be made in a later AY						   [190(1)]
-	tax on such income shall be payable by deduction or collection at source or by advance payment.

A.	Tax Deduction at Source

Scheme of Tax Deduction

Person responsible for paying specified incomes,
-	at the time of crediting or paying such income
	-	shall deduct tax thereon at the specified rate, and
	-	shall pay the deducted sum to the credit of the Government within time prescribed		   [200(1)]
-	and the deductor shall
	-	prepare and deliver prescribed statement to the prescribed authority					   [200(3)]
		-	deductor may make correction statement as required, in the specified manner
	-	issue, to the deductee, prescribed certificate of tax deducted within the prescribed time	   [203(1)]
	-	apply to the AO for allotment of tax deduction account number						 [203A(1)]
		-	and shall quote such number in all documents relating to tax deduction				 [203A(2)]

-	deductee to furnish PAN to the deductor												   [206AA]
	-	and both to quote the same in all correspondence and documents

-	statement u/s 200(3) to be processed by the department as provided, and					     [200A]
	-	intimation to be sent to the deductor specifying the sum payable or refund due
		-	within 1 year of the financial year of filing of the statement
	-	refund due to be granted

-	prescribed authority to provide prescribed statement [Form 26AS] to the deductee			   [203AA]

-	if tax is not deducted or is not paid
	-	deductor deemed to be an assessee in default										   [201(1)]
		-	order to be made within 7 years of the financial year of payment or credit of income	   [201(3)]
		-	penalty u/s 221 on satisfaction of AO that failure was without good & sufficient reason  [201(1)]
		-	deductor not in default, if
			-	resident deductee returns the amount in return u/s 139, and
			-	deductor furnishes accountant’s certificate to that effect
	-	deductor liable to pay simple interest as provided									 [201(1A)]
	-	amount not deducted or paid and interest to be a charge upon deductor’s assets			   [201(2)]

-	where provision for deduction of tax is not made, and										 [191]
-	where tax is not deducted as provided
	-	tax shall be payable by the assessee direct

-	where does not deduct or pay tax at source, and
-	assessee has also failed to pay such tax directly
	-	deductor deemed to be and assessee in default u/s 201(1)

-	where tax is deducted at source,															 [205]
	-	direct demand on the assessee is barred to the extent of the tax so deducted

-	deduction made and paid-in treated as tax payment on behalf of the deductee					 [199]
-	all sums deducted deemed to be income received for computing assessee’s income				 [198]

Tax deduction at source is only one of the modes of recovery of tax								 [202]

Assessee may apply to AO for deduction at rate lower than the rates in force						 [197]
-	AO may issue certificate to such effect

Assessee with total income within the exemption limit										     [197A]
-	may submit declaration in writing to the deductor as provided

Particular Tax Deductions

Person paying income under the head Salaries													 [192]
-	to deduct tax at the average rate of tac on the basis of the rates in force

Person paying interest on securities to a resident												 [193]
-	to deduct tax at the rates in force

Principal officer of Indian company paying dividend to a resident									 [194]
-	to deduct tax at the rates in force

Person paying interest other than interest on securities to a resident							     [194A]
-	to deduct tax at the rates in force
	-	individual and HUF to deduct if liable to audit u/s 44AB
-	no deduction
	-	on amount upto 10k from bank, co-op bank, post office deposit
		-	in case of senior citizen on amount upto 50k
	-	on amount upto 5k in any other case
	-	in other specified circumstances


Person paying any winning from lottery, or game etc. over 10k								     [194B]
-	to deduct tax at the rates in force

Bookmaker or horse racing licencee paying winnings from horse race over 10k					    [194BB]
-	to deduct tax at the rates in force

Person paying any sum to a resident under works contract as specified							     [194C]
-	to deduct tax at 1% for individual or HUF, and 2% for any other person

Person paying insurance commission to a resident											     [194D]
-	to deduct tax at the rates in force

Person paying under life insurance policy [other than u/s 10(10D)] to a resident, on 1 lakh & over	   [194DA]
-	to deduct tax at the rate of 1%

Person paying commission etc. on sale of lottery tickets, over 15k								     [194G]
-	to deduct tax at the rate of 5%

Person paying any other commission or brokerage, over 15k									     [194H]
-	to deduct tax at the rate of 5%
-	individual and HUF to deduct if liable to audit u/s 44AB

Person paying rent to a resident, over 1.80 lakhs											      [194I]
-	to deduct tax at the rate of 2% for the use of machinery, plant or equipment
-	to deduct tax at the rate of 10% for the use of land, building, or land appurtenant
-	individual and HUF to deduct if liable to audit u/s 44AB

Individual or HUF, other than u/s 194I, paying rent to a resident, over 50k						    [194IB]
-	to deduct tax at the rate of 5%
[bookmark: _Hlk791415]-	such person need not obtain tax deduction account number

Person being resident transferee of immoveable property									    [194IA]
-	paying consideration over 50 lakhs to resident transferor
-	to deduct tax at the rate of 1%
-	such person need not obtain tax deduction account number

Person paying consideration to a resident under land development agreement					    [194IC]
-	to deduct tax at the rate of 10%

Person paying over 30k to a resident towards												      [194J]
-	fees for professional services
-	fees for technical services
-	directors’ remuneration, fees or commission
-	royalty
-	consideration for a negative covenant u/s 28(va)
	-	to deduct tax at the rate of 10%
	-	individual or HUF to deduct if liable to audit u/s 44AB
		-	not to deduct on fees for professional services for purely personal purposes

Any person paying to a non-resident (not a company) or to a foreign company						 [195]
-	any interest or any other sum (other than Salary) chargeable under the Act
	-	to deduct tax at the rates in force
		-	no deduction on dividends u/s 115O
	-	to furnish prescribed information relating to such payment
-	payer may apply to AO for determination if he thinks sum is not chargeable for the recipient
	-	CBDT may notify class of persons or cases where
	-	payer to apply to AO for determination of chargeable portion of the sum
-	in specified cases and circumstances, payee may apply to AO
	-	for certificate that the sum is payable without deduction

B.	Tax Collection at Source

Scheme similar to that for Tax Deduction at Source

Person who is																			     [206C]
-	seller of specified goods
-	lessor or licensor under specified contracts
	-	to collect tax at source at the specified rate
		-	from the buyer or lessee or licensee
			-	at the time of debiting or receiving the amount payable


C.	Advance Payment of Tax

Advance tax is payable of the income of the current financial year								   [207(1)]
-	which would be chargeable to tax in the following (assessment) year

-	advance tax is payable when advance tax computed is 10k or more							 [208]

-	advance tax is not payable by a resident individual who									   [207(2)]
	-	does not have any business or professional income, and
	-	is sixty years old or over

If assessee is paying advance tax of his own accord									 [209(1)(a), 210(1)]
-	he shall estimate his current income
-	and shall calculate income-tax thereon at the rates in force in the financial year
-	he may increase or reduce the amount in subsequent instalments							   [210(2)]

Where the AO is to serve notice of demand pursuant to S. 210(3)							     [209(1)(b)]
-	i.e. where a person has been previously assessed by way of regular assessment
	-	he shall take the higher of the total income
		-	assessed as per the latest regular assessment
		-	returned for any subsequent previous year
	-	and calculate the advance tax at the rates in force in the financial year

Where a return is furnished, or a regular assessment is made								     [209(1)(c)]
-	for a previous year later than that referred above
-	AO may issue an amended order pursuant to S. 210(4)
	-	on the basis of such return or assessment, and
	-	the total income so returned or assessed
-	and calculate the tax at the rates in force in the financial year

Where the assessee’s estimate is different from that of the AO as above					 [210(5) & (6)]
-	he shall pay advance tax accordingly
	-	and send prescribed intimation to AO if his estimate is lower

Tax estimated is to be reduced by the amount of tax deductible at source					     [209(1)(d)]

All assessees to pay advance tax so calculated in four instalments as under					     [211(1)(a)]

Within 15th June		Not less than 15% of the advance tax
Within 15th September	Not less than 45% of the advance tax
Within 15th December	Not less than 75% of the advance tax
Within 15th March		Whole of the advance tax

Assessee declaring income u/s 44AD or 44ADA to pay whole of the advance tax within 15th March [211(1)(b)]

Advance tax on non-recurring incomes should be paid in the next instalment due

If assessee does not pay advance tax as above, he is deemed to be an assessee in default			 [218]

Assessee to be given credit, for advance tax paid, in assessment									 [219]

Where assessee fails to pay advance tax, or												     [234B]
Where advance tax paid is less than 90% of the assessed tax
-	assessee is liable to pay interest from 1st April of the AY to the date of assessment u/s 143(1) or 143(2)

Assessed tax means tax determined u/s 143(1) or 143(2)
-	less taxes paid, and reliefs and credits allowed

Where any instalment paid is less than the specified % of the tax due on returned income			     [234C]
-	assessee is liable to pay simple interest on the shortfall
-	credit to be given for prepaid taxes and reliefs and tax credits


D.	General

Amount in notice of demand u/s 156 to be paid within 30 days of service of the notice			   [220(1)]
-	AO may direct payment within smaller period in the interests of the revenue
-	non-payment incurs liability to pay interest											   [220(2)]

-	by order, within 12 months from the month of application by assessee in this behalf, and		 [220(2A)]
-	upon giving the assessee opportunity of being heard
	-	authority may waive the interest, if satisfied that
		-	payment causes genuine hardship to the assessee
		-	non-payment was due to circumstances beyond the assessee’s control, and
		-	assessee has co-operated in inquiry for assessment or proceeding for recovery

-	AO may, on application before the due date of payment,									   [220(3)]
	-	extend the time for payment or allow payment by instalments, subject to conditions
-	on default in payment of any instalment												   [220(5)]
	-	assessee deemed to be in default of the whole amount then due
	-	whole amount then due deemed to be due on the same date as the instalment in default

If demand not paid within time or extension allowed											   [220(4)]
-	assessee deemed to be in default

Demand is valid till disposal of last appeal or disposal of proceedings taken						 [220(1A)]

If assessee appeals u/s 246 or 246A
-	AO may in his discretion, and subject to conditions as he may think fit,
	-	treat the assessee as not in default of the amount in dispute
		-	till the disposal of the appeal

Assessee in default or deemed to be in default													 [221]
-	liable also to penalty as the AO may fix, upto the amount of arrears
	-	assessee to be given opportunity of hearing before levy of penalty
		-	no penalty levied if assessee proves good and sufficient reasons
-	liability of penalty does not cease merely by payment of tax before levy of such penalty
-	penalty to be cancelled if default amount is wholly reduced by any final order

Recovery of defaulted amount of arrears tax may be
-	through certificate proceedings by Tax Recovery Officer										 [222]
-	by attachment of salary																   [226(2)]
-	by attachment of any other amount due												   [226(3)]
-	through any other law for recovery of debts due to Government							   [232(a)]
-	by institution of suit																   [232(b)]

Interest, fine, penalty or other sum recoverable in like manner as arrears of tax						 [229]


10.	Checks on Tax Avoidance

A.	Search & Seizure 

Designated authorities may authorize the conduct of a search of any [premises], if				   [132(1)]
-	in consequence of information in his possession, he has reason to believe, that
	-	any person on whom summons u/s 131(1) or notice u/s 142(1) has been served
		-	has not produced any books or documents as required
	-	any persons on whom such notice will or might be served
		-	will not produce any books or documents useful for, or relevant to any proceeding under the Act
	-	any person is in possession of any [assets]
		-	representing income or property not disclosed for the purposes of the Act

-	[premises] here means any building, place, vessel, vehicle, or aircraft
-	[assets] here means any money, bullion, jewellery, or other valuable article or thing

Where any premises to be searched is within the territorial jurisdiction of the authority
-	but the authority does not have jurisdiction over the person to be searched
	-	and the authority has reason to believe
		-	that delay in getting authorization from the authority having such jurisdiction
			-	may be prejudicial to the interest of the revenue
-	the authority may authorize the search notwithstanding S.120

If a designated authority, in consequence of information in his possession, has reason to suspect	 [132(1A)]
-	that any books or assets in respect of which search has been authorized
	-	are kept in any premises other than the authorized search premises
-	he may authorize search at such other premises notwithstanding S. 120

The reasons recorded by the authority as above shall not be disclosed to any person

The Officer authorized as above, may
-	enter and search any premises (as authorized), where he has reason to suspect
	-	that any such books or documents or assets are kept
-	break open any lock of any door, box, locker, safe, almirah or other receptacle,
	-	to enable entry and search as aforesaid, where the key is not available
-	search any person in or entering or leaving any search premises
	-	if he has reason to suspect such person has secreted on his person such books, documents or assets
-	require any person in possession or control of any books or documents maintained in electronic form
	-	to afford the officer the facility to inspect such books or documents
-	place identification marks on any books or documents, or to have extracts or copies of them made
-	make a note or inventory of any such assets
-	seize any such books, documents or assets found as a result of such search
	-	assets forming stock-in-trade not to be seized, but to be inventoried
	-	where it is not possible to physically seize any asset due to its volume, weight or nature
		-	the officer may constructively seize the same
[bookmark: _Hlk1726981]			-	by serving an order on the owner or person in control to nor part or deal with it
	-	where it is otherwise not practicable to seize any books, documents or assets			   [132(3)]
		-	the officer may serve an order on the owner or person in control to nor part or deal with it
		-	and the officer may take steps necessary for ensuring compliance of the order
			-	such order not deemed to be a seizure
		-	such order to be in force for 60 days											 [132(8A)]
-	examine on oath any person in possession or control of any books, documents or assets		   [132(4)]
	-	any statement thereby made may be used in evidence in any proceeding under the Act
	-	examination may be on all matters relevant for any investigation
		-	connected with any proceeding under the Act, past, present or future

Where any books, documents or assets are found in the course of the search					 [132(4A)]
-	it may be presumed that
	-	the person found in possession or control of them is the owner
	-	the contents of such books or documents are true
	-	the signature and handwriting purporting to be in the handwriting of any person
		-	are in that person’s handwriting
	-	any document which is stamped, executed or attested
		-	was duly stamped
		-	was executed or attested by the person it purports to be executed or attested by

Any books or documents seized may not be retained
-	for more than 30 days from the assessment order u/s 153A or u/s 158BC(c)
	-	unless reasons for such retention are recorded and upon approval of superior authority
	-	superior authority shall not authorize retention
		-	beyond 30 days from conclusion of all proceedings for the relevant years of the books
	-	person entitled to the books may object to the Board against such approval				 [132(10)]
		- and the Board shall pass orders after giving opportunity of hearing

The person from whom any books or documents are seized may make copies or extracts			   [132(9)]
-	in presence of the officer or other person empowered, at the appointed time and place

Where the searching officer has no jurisdiction over the person searched						 [132(9A)]
-	he shall within 60 days from the conclusion of the search
	-	hand over the seized items to the Assessing Officer having jurisdiction




Where the officer is satisfied that it is necessary in the interest of revenue						 [132(9B)]
-	he may, during the search or within 60 days from its conclusion,
	-	provisionally attach any property of the assessee, by order in writing
		-	upon recording the reasons for his satisfaction, and
		-	upon the approval of superior authority
-	such order to have effect for 60 days													 [132(9C)]

-	the officer may make a reference to a Valuation Officer u/s 142A							 [132(9D)]
	-	during the search or within 60 days from its conclusion
	-	the Valuation Officer shall estimate the FMV of the property and report it within 60 days

The officer may requisition the services of any police officer or Central Government officer			   [132(3)]
-	to assist him for the search

The provisions of the Criminal Procedure Code relating to search and seizure shall apply			 [132(13)]

The Board may make rules for search and seizure											 [132(14)]

Requisition

Designated authority may authorize requisitioning											 [132A(1)]
-	of any books, documents or assets in the custody of any officer under any other law
-	if, in consequence of information in his possession, he has reason to believe that
	-	any person to whom summons u/s 131(1) or notice u/s 142(1) has been served
		-	has not produced such books or documents as required
		-	and they have been taken into custody by such other officer
	-	any person to whom such summons or notice will or might be served
		-	will not produce such books and documents, on their return by such other officer
	-	any assets represent undisclosed income or property
		-	and such assets have been taken into custody by such other officer

On delivery of the requisitioned books, documents or assets									 [132A(3)]
-	 the provisions of Section 132(4A) to 132(14) and of Section 132B shall apply

Application of Assets

Assets seized or requisitioned may be applied for the recovery of any							 [132B(1)]
-	existing liability under the Act
-	liability determined on assessment u/s 153A
-	liability determined on assessment for the previous year of the search
-	liability arising on an application to the Settlement Commission u/s 245C(1)
-	on application, within 30 days from the month of seizure, by the person concerned
	-	and on satisfying the AO as to the source of acquisition of any such asset
		-	the assets may be applied to meet existing liability
		-	and the remaining portion may be released, upon approval of the designated authority
-	if the assets consist wholly or partly of money
	-	such money may be applied in discharge of the aforesaid liability
-	assets other than money may also be applied in discharge of any such liability
	-	deeming such assets to be under distraint

Such application not to affect recovery of liability by any other mode under the Act				 [132B(2)]

Any assets thereafter remaining shall be made over forthwith									 [132B(3)]

Simple interest to be paid on the excess assets												 [132B(4)]

B.	Call for Information

AO, Appellate Authority or Joint Commissioner may, for the purposes of the Act,						 [133]
-	require any firm, HUF, trustee, guardian or agent to furnish
	-	names & addresses of partners, manager & members, beneficiaries, ward or principal respectively
-	require any assessee to furnish a statement of names & addresses of
	-	all persons to whom he has paid rent, interest, commission, royalty, brokerage or annuity
		-	of prescribed amount
	-	and particulars of all such payments
-	require any dealer, broker, agent or manager of any exchange
	-	to furnish a statement of the names & addresses of all persons
		-	to whom he or the exchange has paid, or received, any sum w.r.t transfer of assets
-	require any person to furnish
	-	information in relation to such points and matters, or
	-	statements of accounts and affairs, verified as specified
		-	which, in the opinion of the officer, will be useful or relevant to
			-	any enquiry or proceeding under the Act
	-	specified superior authorities may also call for such information or statements
	-	call for information by subordinate authorities
		-	in respect of any inquiry where no proceeding is pending
			-	only upon approval of superior authorities
	-	w.r.t agreement referred to in S. 90 or S. 90A
		-	any authority notified u/s 131(2) may call for information, even if no proceeding is pending


C.	Survey

Any authority, as specified, may enter any place											 [133A(1)]
-	where any business or profession or activity for charitable purpose is carried on
	-	including any place where any books, documents, cash, stock or other thing w.r.t. the activity is kept
-	within his territorial jurisdiction
-	occupied by any person over whom he has jurisdiction
-	for which he is authorized by the officer having jurisdiction
And may require any proprietor, trustee, employee or other person who is involved in the activity there to
-	facilitate inspection of books or documents which may be available
-	facilitate verification of cash, stock or other valuable article there
-	furnish information on any matter useful for or relevant to any proceeding

Survey to be carried out																 [133A(2)]
-	during the business hours of the place of business or profession
-	during daylight hours in any other case

Such survey may also be for verifying compliance of TDS & TCS provisions					      [133A(2A)]
-	authority acting for this purpose may not impound or retain books or make inventory

The authority conducting the survey may													 [133A(3)]
-	place identification marks on the books & documents or make copies or extracts
-	impound any books or documents upon recording the reasons for doing so
-	retain in his custody any books or documents
	-	if beyond 15 days, then upon approval of superior authority
-	make an inventory of any cash, article or valuable thing
-	record the statement of any person which may be useful for or relevant to any proceeding

No cash, stock or other valuable article to be removed on survey								 [133A(4)]

Where, having regard to the nature and scale of expenditure on any function etc.				 [133A(5)]
-	an authority finds it expedient so to do, it may, after the event, require
	-	the assessee by whom the expenditure has been incurred
	-	any person found to be likely to possess information
		-	to furnish information on any matter useful for or relevant to any proceeding
		-	to record statement
			-	such statement may be used in evidence in any proceeding

For enforcing compliance, the authority to have the powers u/s 131(1)							   [133(6)]

Subordinate authorities to act on approval from superior authority

D.	Collection of Information

Specified authority may enter any building or place, within his jurisdiction,						 [133B(1)]
-	where a business or profession is carried on, during the usual business hours of the place		 [133B(2)]
-	for collecting any information which may be useful for or relevant to the purposes of the Act
-	and require any proprietor, employee or other person then involved in the business activity there
	-	to furnish prescribed information
Authority acting hereunder not to remove any books, documents, cash, stock, valuable article		 [133B(3)]

E.	Verification of Information

Prescribed authority may																 [133C(1)]
-	for verification of information in his possession, relating to any person
-	issue notice to that person to furnish, within the date specified,
	-	information or documents, verified as specified in the notice,
		-	useful for or relevant to any enquiry or proceeding under the Act
Information or documents received on such notice to be processed, and						 [133C(2)]
-	outcome of such processing to be made available to the AO
Board to make scheme for centralized processing of the above								 [133C(3)]

F.	Inspection of Register of Companies
Specified authorities, on authorization from superior authorities, may								 [134]
-	inspect and take copies of any register of members, debenture-holders or mortgages of any company

G.	Disclosure of Information
The Board or any authority specified by it may, by general special order, furnish				      [138(1)(a)]
-	to any authority acting under any tax law or FEMA
-	to any authority acting under any other law notified in the public interest
	-	any information received by any authority under the Act
		-	which may in its opinion be necessary for such authority
			-	to perform his functions under that law
Where a person makes an application for such information in the prescribed form 			     [138(1)(b)]
-	the specified superior authority may furnish such information
	-	if he is satisfied that it is in the public interest
	-	and his decision shall be final and not questionable in a court of law
Central Government may notify restriction to the above										   [138(2)]

H.	Enquiry
Specified superior officers to have authority to make any enquiry under the Act						 [135]
-	and to have all the powers of an AO in relation to making enquiries


11.	Income-tax Authorities

The income-tax authorities for the purposes of the Act are										 [116]
-	the Central Board of Direct Taxes [Board]
-	various ranks of Directors of Income-tax
-	various ranks of Commissioners of Income-tax, including Commissioner (Appeals)
-	Income-tax Officers
-	Tax Recovery Officers
-	Inspectors of Income-tax

Power of appointment of income-tax authorities lies with the Central Government				   [117(1)]
-	Govt. may delegate appointment of junior ranks of authorities to superior authorities			   [117(2)]
-	authorities, as authorized by the Board, may appoint executive and ministerial staff			   [117(3)]
-	Board may notify hierarchy of income-tax authorities										 [118]

The Board may
-	issue orders, instructions and directions to any authorities,								   [119(1)]
	-	but
		-	not to require disposal of any assessment or case in a particular manner
		-	not to interfere with the discretion of the Commissioner (Appeals) in his appellate functions
-	give directions or instructions (not prejudicial to the assessee)						      [119(2)(a)]
	-	as to guidelines, principles or procedure to be followed by the authorities in their work
		-	whether by way of relaxation of specified provisions or otherwise
	-	by general or special order in respect of any class of incomes or cases
	-	for the proper and efficient management of the work of assessment and collection of tax
	-	and may allow publication and circulation of the orders in public interest
-	authorize any authority, other than Commissioner (Appeals)							     [119(2)(b)]
	-	to admit any application or claim for any exemption, deduction, refund or other relief
		-	after expiry of the time specified therefor
	-	and to deal with it on merits in accordance with law
	-	in order to avoid genuine hardship in any case or class of cases
-	relax any requirement of any provisions of Chapter IV or Chapter VI-A, for reasons specified   [119(2)(c)]
	-	where the assessee has failed to comply with any requirement for claiming deduction
		-	to avoid genuine hardship in any case or class of cases
	-	if the default was due to circumstances beyond the assessee’s control
	-	and if the assessee has complied with the requirement before completion of assessment
-	issue directions for the exercise of powers and performance of functions under the Act	   [120(1), (3)]
	-	having regard to
		-	territorial area
		-	persons or classes of persons
		-	incomes or classes of incomes
		-	cases or classes of cases
	-	may authorize any other authority to issue similar orders to authorities subordinate		   [120(2)]

Assessing Officer [AO] vested with jurisdiction over any area u/s 120 shall						   [124(1)]
-	within such area, have jurisdiction in respect of
	-	any person having his principal place of business or professions in the area
	-	any other person residing within the area
	-	any income accruing or arising in the area											   [124(5)]

Assessing Officer’s jurisdiction shall not be questioned										   [124(3)]
-	by person making a return
	-	after 1 month from notice u/s 142(1) or 143(2) or completion of assessment
-	by person not making return
	-	after time allowed by notice u/s 142(1) or 148 or 144
-	where there is search or requisition
	-	after 1 month from notice u/s 153A(1) or 153C(2) or completion of assessment
Where Assessing Officer is not satisfied with the correctness of a claim questioning jurisdiction		   [124(4)]
-	he shall refer the matter to superior authority specified u/s 124(2)
Any question as to the jurisdiction of an Assessing Officer									   [124(2)]
-	shall be determined by specified superior authority

Specified superior authority may transfer any case from one AO to any other AO					   [127(1)]
-	after giving assessee reasonable opportunity of hearing
-	no such opportunity required if the offices of the AOs are in the same city, location or place	   [127(3)]
Transfer may be made at any stage of proceedings											   [127(4)]
-	and notices already issued need not be re-issued
Succeeding AO may continue from the stage of proceeding as at the time of transfer					 [129]
-	assessee may demand re-opening or re-hearing


12.	Dispute Resolution

A.	Departmental Appeal

Appeal in the first instance lies to the Commissioner (Appeals)

The assessee may appeal against inter alia the following orders								 [246A(1)]
-	intimation u/s 143(1)
-	assessment u/s 143(3) or u/s 144
-	assessment, reassessment or recomputation u/s 147
-	assessment or reassessment u/s 153A for search cases
-	amendment u/s 154 or u/s 155
-	treating the assessee as agent of a non-resident u/s 163
-	in case of unavailability of predecessor in business u/s 170(2) or u/s 170(3)
-	on partition of HUF u/s 171
-	on default in deduction or payment of tax u/s 201
-	imposing penalty under various sections, as provided
-	orders by the AO in case of such person or class of persons as CBDT directs

The appeal shall be filed in the prescribed form and verified as prescribed						   [249(1)]
-	and shall be accompanied by the prescribed fees
It shall be filed within 30 days															   [249(2)]
-	of the service of the notice of demand, in case or order of assessment or penalty
-	of the intimation of the order, in any other case
	-	Commissioner (Appeals) may condone delay on satisfaction of sufficient cause			   [249(3)]
Appeal to be admitted on payment of 														   [249(4)]
-	tax due on returned income, where return has been filed
-	amount equal to advance tax payable, where no return was filed
	-	Commissioner (Appeals) may exempt on application and on good & sufficient reason recorded

Commissioner (Appeals) shall fix hearing and give notice to the appellant and AO				   [250(1)]
Appellant and AO may be heard personally or by [authorized] representative					   [250(2)]
Commissioner (Appeals) may
-	adjourn the hearing from time to time												   [250(3)]
-	make further enquiry or direct the AO to make further enquiry							   [250(4)]
-	allow the appellant to go into ground not specified if omission was not willful or unreasonable	   [250(5)]
Order disposing the appeal to be in writing													   [250(6)]
-	and to state the points for determination, the decision thereon & the reasons for the decision
Appeal to be disposed of within year from the financial year of filing, if possible					 [250(6A)]

In disposing of an appeal, the Commissioner (Appeals) may									   [251(1)]
-	confirm, reduce, enhance or annul the assessment
-	confirm, vary or cancel the penalty
-	consider and decide any matter arising out of the proceedings in which the order appealed was passed
	-	even if it was not raised before him by the appellant
-	pass such orders in appeal as he thinks fit
Enhancement of assessment or penalty or reduction of refund only on							   [251(2)]
-	assessee having had reasonable opportunity to show cause

B.	Appeal to Tribunal (ITAT)

Assessee may appeal to the Tribunal against the following orders								   [253(1)]
-	an order passed by the Commissioner (Appeals)
-	orders u/s 12A or 80G(5)(vi) or 263 or 270A or 271 or 272A
-	other orders as provided
AO may appeal against any order of the Commissioner (Appeals) on direction of superior authority	   [253(2)]

Appeal to be filed within 60 days of the communication of the order appealed					   [253(3)]
Cross objection, if any, to be filed within 30 days of receipt of notice of appeal					   [253(4)]
-	against any order of the Commissioner (Appeals)
Tribunal may condone delay in filing appeal or cross objection									   [253(5)]
Appeal to be in prescribed form, verified as prescribed, prescribed fees to be paid				   [253(6)]

Tribunal to pass such orders as it thinks fit													   [254(1)]
-	upon giving both parties an opportunity of hearing
-	costs to be at the discretion of the Tribunal											 [254(2B)]
Tribunal may amend any order, suo moto or on application of either party						   [254(2)]
-	for rectifying any mistake apparent from the record
	-	within 6 months from the month the original order was passed
-	amendment detrimental to the assessee to be upon notice to him, and
	-	after giving him opportunity of hearing

Tribunal may order stay, on application of the assessee, for upto 180 days
-	and dispose of the appeal within the period of stay
-	stay may be extended upto 365 days and appeal disposed of within such period
	-	on application of the assessee
	-	on being satisfied that the delay in not attributable to the assessee
	-	no stay beyond 365 days even if delay not attributable to assessee

Tribunal to dispose of appeal within 4 years from the financial year of filing, if possible			 [254(2A)]
Tribunal to send copies of the order to the parties											   [254(3)]
Tribunal’s order to be final, except appeal to High Court u/s 260A								   [254(4)]


C.	Appeal to High Court

Appeal for an order of the Tribunal lies to the High Court										 [260A(1)]
-	on a substantial question of law
-	the Court to formulate such question, if satisfied the such question is involved				 [260A(3)]
Appeal to be heard on the question formulated												 [260A(4)]
-	respondent may argue that it does not involve such question
-	Court may hear any other substantial question involved

Appeal in the form of a memorandum to be filed within 120 days of receipt of the order appealed	 [260A(2)]
-	the Court may condone delay													      [260A(2A)]

Court to decide the question and deliver judgement with grounds								 [260A(5)]
Court may award costs
Court may determine any issue															 [260A(6)]
-	not determined by the Tribunal
-	wrongly determined by the Tribunal
-	arising by reason of a decision on the substantial question

Provisions of the CPC relating to appeals to High Court shall apply								 [260A(7)]

Appeal to be heard by a bench of at least 2 Judges											     [260B]
-	in case of no majority, bench to formulate point on which one or more other judges to hear
-	decision on the basis of a majority of the Judges hearing

AO to give effect to the decision on a certified copy of the judgement							 [260(1A)]

D.	Appeal to Supreme Court

Appeal to Supreme Court on certificate of fitness by the High Court								 [261]
Appeal by Special Leave of the Supreme Court									   [Constitution, Art 136]

