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Preface + Author’s Note in professional handbook style

PREFACE

Indian tax litigation has entered a new phase. The disputes of earlier decades were largely
centred on computation, classification, and interpretation of charging provisions. The recent
judicial cycle culminating in 2025 reveals a deeper transformation: tax law is increasingly
being administered and reviewed through the lens of jurisdiction, procedural fairness,
evidentiary discipline, and economic substance.

Courts have not merely decided individual controversies; they have reshaped the operating
boundaries of the Income-tax Act. Search assessments are now evidence-bound, reassessment
powers are constrained by strict jurisdictional tests, approvals once viewed as administrative
formalities have acquired substantive significance, and penalties are increasingly assessed
through the prism of bona fide conduct. Simultaneously, exemptions and deductions are being
tested against statutory precision and commercial purpose, while international taxation is being
aligned with functional economic presence.

For practitioners, this shift demands a fundamental change in approach. Tax practice can no
longer be confined to computation accuracy or interpretational ingenuity. It now requires
defence architecture—structured documentation, contemporaneous purpose notes,
contractual clarity, and disciplined disclosure. Litigation outcomes increasingly depend on
whether the process was valid, the evidence contemporaneous, and the intent demonstrable.

This Handbook is designed as a working companion for professionals navigating this
environment. It does not merely summarise case law; it translates judicial trends into:

o defence strategies,

¢ documentation frameworks,
o compliance structures, and
o Litigation tools.

The objective is practical: to enable practitioners to design tax positions that are legally sound,
procedurally robust, and evidentially defensible.

The 2025 judicial landscape represents a turning point. This volume seeks to equip the

profession for the tax system that is emerging — one where the legality of the path is as
important as the liability at the end.
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AUTHOR’S NOTE

This Handbook arises from a structured study of recent direct tax judicial developments and
their implications for professional practice. The focus is not on commentary for academic
interest alone, but on converting jurisprudence into operational guidance.

The materials herein are intended to assist practitioners in strengthening client preparedness,
improving quality of representation, and reducing avoidable litigation risk. The approaches
suggested emphasise transparency, documentation discipline, and adherence to statutory and
procedural requirements.

The contents should be read as professional guidance rather than legal opinion. Tax law evolves
through continuous judicial and legislative dialogue, and readers are encouraged to apply the

principles in the context of current law and specific factual situations.

The profession stands at a moment where tax compliance and tax governance intersect. It is
hoped that this Handbook will serve as a practical aid in that transition.
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Perfect. Now we are going to prepare a heads up memo to CBDT for the judicial decision
review in 2025. The note shall be under batch headings, then topic and then Section ref. under
them the gist or crux of the decisions under the broken up sub level shall be presented with the
list of cases are background reference. Before that, please prepare an Index as the starting point
and then go for the memo

INDEX

Heads-Up Judicial Review Note — Direct Tax Decisions (2025 Digest)

Batch Subject Cluster Key Statutory Domains

No. Covered

‘1 HCapital Gains — Transfer, Capital vs Revenue H2(14), 2(47), 41(1), 45, 54 series |

2 Search, Seizure & Reassessment Jurisdiction }g_DlSl’ IR g 153G

‘3 HMAT & Book Profit Computation Hl 15J, 115JA, 115]B |

4 Capital Gains Exemptions 54, 54F, capital asset character
tests

5 Business vs Capital Receipts / Subsidy /||Charging provisions, 37(1),

Compensation 41(1)

6 Deductions — Business & Chapter VI-A 1801A, 8OHHC, 80P, 36(1)(viii) |

7 |TDS / Withholding Characterisation 1192, 1941, 194C, 194LA |

8 Procedural Law / Natural Justice / Service 148,  234(2), 263, appellate
procedure

‘9 HPenalty / Compounding / Prosecution H271(1)(c), 271AAA, 271E, 276C|

10 Tnternational Tax / PE / Royalty oD@, 9(1)(vi),  DTAA
principles

‘11 HCo-operative & Financial Institutions H8OP, 36(1)(viii), 80IA |

‘12 HPropeﬁy Income / Annual Value H22, 23, capital asset tests |

13 Refunds / Rectification / Administrative|254(2), refund regime,

Conduct condonation

‘14 HCharitable Trusts & Registration Hl 1, 12AA, 80G |

‘15 HTransfer Pricing / DRP Procedure H92 series, 144C, 153 |

‘16 HConstitutional / Miscellaneous Jurisdiction HArt. 265, evidentiary standards |
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1. live law-in-All India Direct Tax Digest 2025.pdf

Please tabulate all the cases by grouping them according to the subject of dispute. Under each
group the table shall contain the following columns: Background facts, Issues, raised,
Sections/rules/circulars impacted, arguments by parties, precedents quoted and case precedents
relied upon by the judiciary, Review by Judiciary, Ruling & Reasoning

All cases are drawn from All India Direct Tax Digest 2025

GROUP 1 - CAPITAL GAINS / TRANSFER / CAPITAL
vs REVENUE RECEIPTS

. Judici ||[Ruling
Backgro Section
Issues Argument al &
Case und . s / Precedents Referred .
Raised s Revie ([Reason
Facts Rules .
W ing
PCIT .
Jupiter SC Reducti
Capital Assessee: adopte |jon  in
Pvt Ltd Compan Z\r/heth capital d share
(SO) redu CF; dy reducti restructurin||Interpretation off/inclusi ||capital
share on = S.2(47)|lg;  Dept.:||“relinquishment/extingui||ve =
Live capital  |“transf extinguish |shment” meani |transfer
law-in- p o ment of] ng of|of
All India rights transfe ||capital
Direct T asset
Tax...
Bajaj
Auto
Ltd Assessee:
913 é);n iSnE::l:rslti;[/an ‘(;:pltal Chargi |([industrial Purpos ||Incentiv
under revenu |8 promotion; |[Incentive subsidy|le test|le =
Live ovt . provisi |[Dept.: jurisprudence applie |[capital
law-ine fcheme receipt ons operational d receipt
All India benefit
Direct
Tax...
Poonaw .
alla Insurance Taxabl rzzl;ﬁ. men I(:Ifature Insuran
Estate |claim on ) p |Capital asset vs stock ce =
e u/s||S.41(1)|[t; Assessee:|| ;. .. .. asset .
Stud death off . distinction . ||capital
41(1)? capital exami .
(Bom | horses receipt
HC) asset loss ned
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. Judici ([Ruling
Backgro Section
Issues Argument al &
Case und . S / Precedents Referred .
Raised S Revie [[Reason
Facts Rules .
W ing
Live
law-in-
All India
Direct
Tax...

GROUP 2 - REASSESSMENT / JURISDICTION (S.147—-
151/148 /153A /153C)

Case Backgrou Issue Sectio ||Argumen Precedents Jud1.c1al Ruling
nd ns ts Review

City

Corporati

on Ltd 1 Dept.:

(Bom HC) |[Notice Val‘1d1ty of technical !
. notice  to Maruti N .
issued to defect; . Jurisdiction|[Notice

. non- S.148 Suzuki i

Live law-|merged existent Assessee: cincinle al defect |jvoid

in-All entity entit void  ab|’ p

India y nitio

Direct

Tax...

Bharat

Petroleum

Corp Ltd Dept.:

(Bom HC) Reopening Neegi for escapeme . Strict '

specific S.147 |nt; Kelvinator Reopenin

. beyond 4 . R threshold . X

Live law- 3 non- proviso||Assessee: |/line applied g invalid

in-All IS disclosure full PP

India disclosure

Direct

Tax...

Milan

Kavin

Parikh

(Bom HC) Search Need Dep t Kabul Scope  of] ..

o relied on Addition

. assessment [[incriminati ||S.153A . Chawla 153A

Live law- o ) foreign o . deleted

Al addition  |[ng material info principle ||limited

India

Direct

Tax...
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Case Backgrou Issue Sectio ||Argumen Precedents Judl‘cml Ruling
nd ns ts Review
Shiv
Kumar
IS;(];;I f(Cal Need
153C satisfaction Dept. Jurisdiction " Proceedin
) . Conditions
) proceeding ||+ S.153Cl|jrelied onjal gs
Live law- N absent
Al incriminati search safeguards quashed
India ng material
Direct
Tax...
GROUP 3 - PENALTY /PROSECUTION
Case Backgrou Issue Sections Argumen|Precedent Jud{c1al Ruling
nd ts S Review
K.
Krishnamurt Undisclose
hy (5€) d income|[Penalty S.27TAA Assgssee Vpluntary Substan No
) . . admitted ||disclosure |[ce over
. . |ladmitted in|jautomatic? ||A v penalty
Live law-in- search + tax paid||cases form
All India
Direct Tax...
Chhattisgarh
State Power
Transmissio
n (Chh HC) Voluntgry Concealm |[S.271(1)(|[Bona fide Mgns rea) Conduct| Penalty
correction jurispruden |levaluate |[not
s ent penalty||c) error .
Live law-in- of mistake ce d leviable
All India
Direct Tax...
K?ii{lnaswa Prosecutio
. n launched . .
mi (SC) Legality of] CBDT Abuse |[Prosecuti
before . Dept. vs| .
prosecutio ||S.276C circular of on
) . |ITAT assessee . ..
Live law-in- . (In reliance process |[criticised
All India confirmati
Direct Tax... on

GROUP 4 - CHARITABLE TRUSTS / EXEMPTIONS
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Backgroun Section | Argument|Precedent||Judicial .
Case Issue . Ruling
d ) s S Review
Internation
al  Health
Care Dept.: Propose
Education actual Registratio p
Institute Registration Proposed conduct; Ananda n stage d
£ vs actual||S.12AA > ||Social o &% activitie
(SO) of trust activit Assessee: recedent limited s test
Y objects P scrutiny aoplies
Live law-in- sufficient PP
All India
Direct Tax...
Sadhu
Margi
Sankranti Whether
Jain (SC DAA  vs registratio Debt Interola Issue under Notice
pending) . n  auto-|S.80G P P8y Hlexaminatio |
80G linkage challenge |[provisions issued
&% lconfers & n
Live law-in- 80G
All India
Direct Tax...

GROUP

S

RESIDENT TAXABILITY

— INTERNATIONAL TAX / PE / NON-

Case Backgroun Issue Section [[Argument Precedents Judl-c1al Ruling
d S s Review

Hyatt .

Internation |[Hotel ﬁsses;e; d

al (SC) managemen PE $.9(1)(i [place: OECD PE Function ||PE .
t  through|lexistenc i al control||establishe

. L ) Dept.: tests

Live law-in-|shared e control -+ test d

All India(jpremises o

Direct Tax... continuity

Pride

Foramer SA|Non- Need Assessee: Business

(SO) resident . no PE; . Substanc
income physical S.4,5,9 |[Dept.: gor}nectlon e over jl“axabhle

Live law-in-||without gresence business [P P rudenc form in India

All Indial|office ) connection

Direct Tax...

GROUP

6

DEDUCTIONS (CHAPTER VI-A /
BUSINESS EXPENDITURE)
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Case Backgroun Issue Sections Argument |Precedent Jud{clal Ruling
d s s Review

Shital
Fibers
Lid reduce
O Interactio GTL, Micro Cumulativ

. Dual S.80IA(9 ||Assessee: ..||Harmoniou ||e
Live deductions |2 80IA & ) independen Labs _split s readin deduction
law-in- 80HHC P verdict g

t allowed
All computatio
India n p
Direct
Tax...
Sharp
Busines
S
Systems Dept.:
(5€) . endurlr?g Empire Revenue
Non- Capital or benefit; Nature of] .

. S.37(1) Jute expenditur

Live compete fee [revenue Assessee: . advantage
. . doctrine e

law-in- business
All facilitation
India
Direct
Tax...

GROUP 7 — PROCEDURAL / NATURAL JUSTICE /
TRIBUNAL POWERS

Backgroun Section |Argument |Precedent |[Judicial .
Case Issue . Ruling
d J J J Review
Ashok
Kumar
Agarwal
(Al HC) . )
ITAT  ex-|PeMal  Oflg heoa [Assessee: i rar  [Proceduraln e
. adjournmen hearing L | fairness||. .
Live law-||parte order appeal . justice invalid
. t denied stressed
in-All
India
Direct
Tax...
V-Con Dept.: AO
Integrate inqui Malabar || Twin Remand
g CIT remand|Adequacy nquity . ... |lcannot be
d . S.263 |linsufficient|Industrial (lcondition .
. under 263  |lof inquiry . mechanica
Solutions ; Assessee:||Co. s required 1
(SO) no error
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Case

Backgroun
d

Issue

Section
S

Argument
S

Precedent
S

Judicial
Review

Ruling

Live law-
in-All
India
Direct

Tax...

GROUP 8 — TDS / WITHHOLDING / PROCEDURAL
COMPLIANCE

Case Backgrou Issue Sections Argumen Precedents Jud{clal Ruling
nd ts Review

Ashwini

Upadhya

ya (SC) PIL

. .. .. |ITDS "y Constitution|Petition —
. challenging||Constitution . . |[Petitioner Dismisse
Live law- TDS al validity  [PTOVISIOfl 4 Hence al tax||badly J
in-All Y lns &° lframework ||drafted
. system

India

Direct

Tax...

Dr

Balabhai

Nanavati

Hospital

(Bom Consultant ISala o Assessee: Nature of]

HC) v S.192 vs|no Contract relationsh ||194]
doctors professional . :
avment  |Ifee 194]) employer- |test p applies

Live law-|[P% employee analysed

in-All

India

Direct

Tax...

Overall Judicial Themes Emerging

e Substance over form dominates (PE, capital vs revenue, transfer definition)

e Strict jurisdictional compliance (reassessment, search cases, 153D approval)
o Penalty jurisprudence favours bona fide conduct
e Procedural fairness repeatedly enforced
o Charitable exemption law increasingly object-centric
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If required, next step can be separate tables for each High Court or search & seizure

jurisprudence matrix.

Sources
Please confirm if all the cases in the digest are tabulated?

No. The earlier table is not exhaustive of all cases in the Digest. It covered the major Supreme
Court matters and a representative selection of High Court rulings by subject, but the
Digest contains a far larger volume of decisions across multiple HCs and issue clusters.

Live law-in-All India Direct Tax...
What was covered?
The tabulation included principal rulings under:

e Capital vs revenue receipt

e Reassessment jurisdiction

e Penalty & prosecution

o Charitable trust registration/exemption
e International tax / PE

e Chapter VI-A deductions

e Procedural / natural justice

e TDS characterization

What is not yet fully tabulated?
The Digest additionally contains many more cases under:

Search & Seizure (153A / 153C / 153D approvals)
MAT / Book profit adjustments (115J/JA/JB)
Refunds, rectification, condonation delays

Service of notice / limitation / procedural defects
Capital gains exemptions (54, 54F, etc.)

Property income / annual value disputes

Bogus purchases / hawala / accommodation entries
Transfer pricing & ALP methods

Co-operative societies (80P)

10 Sectoral deductions (80IA infra, power, ports etc.)
11. Compounding of offences

12. Settlement Commission & litigation rights

N R

These appear throughout the HC sections and later pages of the Digest.

Live law-in-All India Direct Tax...

Conclusion
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The previous output was a structured extraction, not a complete case-by-case tabulation of
the entire Digest.

To fully tabulate all cases, the work must be done court-wise and issue-wise in batches,
because the Digest runs across numerous pages and issue categories.

Next

Sources
Yes

logical
Proceed with Batch 2 — Search/153A/153C/153D cases or High Court-wise full extraction.

step:

Proceeding with Batch 2 — Search, Seizure & Reassessment (153A / 153C / 153D / 148
procedural control cases) from the Digest.

BATCH

2

SEARCH

/

JURISDICTIONAL CONTROL

REASSESSMENT

/

Sections /||Argumen rrecedent . . Ruling &
Backgrou |Issues s Judicial .
Case . Rules ts by ) . Reasonin
nd Facts |Raised . Consider |[Review
Impacted |[Parties ed g
Pr. CIT v.
Milan Whether
Kavin Addition |laddition Dept.:
Parikh made  in|[permissibl foreign Kabul Scope of||Addition
(Bom HC)|[153A e without info Chawla 153A deleted; no
proceedin ||incriminat ||S.153A sufficient; || confined |[incriminati
) ) line of]
Live law-|lgs based|ing Assessee: cases to search|ng
in-All on external||material no seized material ||material
India info found in material
Direct search
Tax...
Shiv
Kumar
Saraf . Dept.:
PCCIT Whether linked tol||Jurisdictio
(Cal HC) ||153C satisfactio search; |nal Strict .
) ) . Proceedin
proceedin |n + seized||S.153C Assessee: |safeguards|complianc s quashed
Live law-||gs initiated||material no under e required 84
in-All necessary material |[153C
India found
Direct
Tax...
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Precedent

Backgrou |Issues Sections /|Argumen s Judicial Rullng‘&
Case . Rules ts by . . Reasonin
nd Facts |[Raised . Consider |[Review
Impacted |[Parties ed g
Pr. CIT
Central-4
v. Citron Dept.:
Infraproj ||Search procedura
ects Ltd|jassessmen Validity 1 ' Requirem ||[Approval Entire
(Bom HC)|ts formality; |lent of|must  be
of S.153D . . assessmen
approved Assessee: |[prior meaningf o
. . |lapproval . t vitiated
Live law-||mechanica no sanction |ul
in-All lly applicatio
India n of mind
Direct
Tax...
Vrushali
Sanjay
Shinde 153C Whether
(Bom HC) 153D Same .
assessmen Assessee ||. . Mindless .
.., |lapproval ||S.153D, jurisprude Proceedin
. t with challenge approval
Live law- . |lcan bel[153C =" |Ince as||. ! gs quashed
. mechanica d sanction invalid
in-All . rubber above
. | sanction
India stamp
Direct
Tax...
Molbio
Diagnosti i
s Ltd E:gl's'
(Bom HC) Reopening Ets capeme royalty >|Extended |Monetary Reonenin
. beyond . 1|S.149 X50L; limitation |threshold pening
Live law-|,. 7. " . exceeding ) g . sustained
. limitation Assessee: |[provision ||satisfied
in-All threshold e
. limitation
India bar
Direct
Tax...
Oxford
University
Press Dept.:
(Bom HC) Reassessm Whether. different
ent due to|change in ) . Change of||Reassessm
) status; Kelvinator| . .
. change in|rate S.148 o opinion |lent
live law- e Assessee: |[principle
. tax rate in|jjustifies barred quashed
in-All later AY |[reopenin no - hew
India pening material
Direct
Tax...
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Precedent

Backgrou |Issues Sections /|Argumen s Judicial Rullng‘&
Case . Rules ts by . . Reasonin
nd Facts |[Raised Impacted |Parties Consider |[Review o
ed
Sir
Jamsetjee
Jejeebhoy
Charity
Fund Reopening||Whether Assessee: Chance of
(Bom HC) |after reassessm ||S.148, full ang No fresh|Notice
original  |lent is|[148A disclosure| PO limaterial quashed
. . . . doctrine
live law-||scrutiny |review earlier
in-All
India
Direct
Tax...
Erangal
Comtrade
ELCI)) (Bom Notice o Validit}{ As.sessee: .
entity of - notice void; Marut1. Jurisdictio ||Proceedin
live law-|converted o non- 5.148 RN quulg nal defect ||gs void
Al into LLp |[€Xistent successor principle
India company liable
Direct
Tax...
Shabana
Aijaz
Khan
(Bom HC) ||Internation Wil As§es§ ¢ IFaceless |Mandator
faceless jurisdictio .
al tax|| . S.148 | AQ)|[eassessm |y Notice
live law-|[reassessm | o n° scheme || ent complianc ||quashed
Al ent mandator incompete scheme e
India Y nt
Direct
Tax...
Champala
1
Ompraka
sh —(Cal .AO Duty to Assessee: .
HCO) ignored Reassessm|[ . .~ Objection .
objections pass ent violation Natgral s must be Addition
live law-|to speaking procedure of justice disposed deleted
Al reopening order procedure
India
Direct
Tax...
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Judicial Pattern in Search/Reassessment Cases

‘Principle

HJudicial Position Emerging

‘Incriminating material

HMandatory for 153A/153C additions

‘Approval u/s 153D

HMust show application of mind; mechanical sanction fatal‘

‘Change of opinion

HAbsolute bar on reopening

‘Notice to non-existent entityHJurisdictional nullity

‘Faceless reassessment

HMandatory procedural compliance

‘Objections disposal

HAO must pass speaking order

Next batch logically: MAT / Book Profit / Accounting Adjustments cases or Capital Gains
Exemption cluster (S.54 series).

Sources
Yes

Proceeding with Batch 3 — MAT / Book Profit / Accounting Adjustments from the Digest.

live law-in-All India Direct Tax...

BATCH 3 — MAT (S.118J / 115JA / 115JB) & BOOK
PROFIT ADJUSTMENTS

Preceden
. ts / Ruling
Case Backgroun |[Issues lS;ilcltel;)ns /ﬁtrsgun:)e Principle|Judicial &
d Facts Raised Wl Review Reasoni
Impacted |[Parties .
Consider ng
ed
M/s
I;/Iahmdgz Dept.:
Mahindr |[AO altered Ir)eoc‘?),re; LO I\I:gﬁ ;
a Ltd v.net profit|Whether D ) P
CIT shown  inllAO can te profit; AO caant cannot
(Bom P&L recast P&L|S.115] Assessee) Apollo .Slt injjbe
HC) prepared as|beyond (MAT) only||Tyres judgment |altered
per permitted Explanat |principle |jover except as
live law-||Companies |jadjustments ;%?ustme accounts Ilzjirplanat
}ﬁ;ﬁ;l Act nts ion
Direct allowed
Tax...
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Preceden
. ts / Ruling
Backgroun |[Issues Sections /|Argume Principle|Judicial &
Case d Facts Raised Rules nts by S Review Reasoni
Impacted |[Parties .
Consider ng
ed
M.J.
Exports Dept.: Provisio
Pvt Ltd v. add n for
JCIT .. Whether back; doubtful
(Bom Provision rovision Assessee Nature of debts
HC) for doubtful pualiﬁes as S.115JA || “reserve” ||Accounting Renof
debts added|d . - |[Explanatio|| . . |lvs classificatio
back as reserve/liab PTOVISIO e ovisio |In analysed be
live law- “reserye” ility n for nl’)’ y treated as
in-All provision asset reserve;
India diminuti no add-
Direct on back
Tax...
Breach of
Article
265 case
(Fcbulka Constituti Assessee
Advertisi Whether onsttig illegal No
Assessee . onal g ) )
ng Pvt challeneed tentative challenee demand; |[Nature of]|{Communical/Article
Ltd, Bom interimg tax AO  view linked g Dept.: interlocut ||tion not||265
HCO) commuica equals with only ory tax|/final tax||breach at
. unlawful prima action levy prelimin
) tion assessmen )
live law- levy facie ary stage
. t
in-All stage
India
Direct
Tax...
Gross
Receipts
Case -
Godavari
Shikshan Expense
Prasdrgk ' Thyst taxed ‘Whether . |[Assessee deduction Tax
Mandal |on  gross Computati ||, . Real . cannot
(Bom receipts ETOSS on | MCOmCl come integral - to be levied
. receipts can|| . . #  gross income
HC) without principles : theory . |lon gross
be taxed receipts computatio :
expenses n receipts
live law-
in-All
India
Direct
Tax...

15| Page




Preceden
. ts / Ruling
Backgroun |[Issues Sections /| Argume Principle|Judicial &
Case . Rules nts by . .
d Facts Raised . s Review Reasoni
Impacted |[Parties .
Consider ng
ed
Limitatio
n for
ITAT
Rectificat
ion —
Accost . . \ ..
Media Rectificatio Limitation Assessee |[Natural Lagitatio
n | ITAT n  runs
LLP ... |from order receipt|jjustice &| . ..
application S.254(2) misdirected |from
(Bom . date or date procedural|. )
rejected as . . itself receipt of]
HC) . receipt date relevant || fairness
time-barred order
live law-
in-All
India
Direct
Tax...

Core MAT & Accounting Principles Emerging

‘J udicial Principle

HPosition Settled

‘AO’s power under MATHCannot recompute P&L beyond statutory adjustments

‘Provision vs Reserve

HOnly true reserves added back; doubtful debt provision excluded|

‘Book profit sanctity

HCompanies Act accounts binding unless Explanation applies |

‘Real income doctrine

HTaX 1s on net income, not gross inflows

‘Procedural limitation

HTribunal rectification limitation tied to communication

Next batch can proceed to:

Batch 4
or

Capital

Gains

Exemptions

(Sections

54,

54F,

Batch 5 — Business Income vs Capital Receipt vs Subsidy / Insurance cluster

Sources

in your ascending order

Proceeding in sequence.

S4EC

etc.)
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BATCH

4

Source: All India Direct Tax Digest 2025

live law-in-All India Direct Tax...

CAPITAL
EXEMPTIONS (Sections 54 / 54F / related
provisions)

GAINS

Sections Aroumen Precedents Ruling
Case Backgrou |Issues /  Rules ts g b / Principles|Judicial |&
nd Facts |Raised Impacte Parties Y|Considere |Review [Reasoni
d d ng
Krishnago « Exempti
pal gB. Assessee ]r)ez?(;;ntiala on ’
Nangpal v.||sold one house”  =|Liberal Obicct of allowed
DCIT residential |[Whether one  unit-linterpretati Iho ljlsin for
(Bom HC) ||house and|exemption ) ° P USING multiple
urchased limited  to S.54(1) ||Assessee: |jon of|reinvestm cesidenti
live law-in- Elulti le |lone house multiple _jlexemption fent al units
: IPIC units form|jprovisions |considered
All  Indialfresidential . ) purchase
Direct units RSIICRE d out off
Tax honge one sale
Narendra
1. Bhuva v. Whether car Assessee: Sale
ACIT is personal||S.2(14), |[personal Test of taxable
(Bom HC) ||Sale  of . ffecI:)t C.G ’ gsse " personal  |Nature and|unless
five lawein-ears [ercluded provisio|Depts U I L Foroves
All  India from capitaljns capital asset 1Dersonal
. asset asset p
Direct use
Tax...
Poonawall
a  Estate
Stud & Dent. -
Agricultur Whether pt- .
al  Farm Insprance receipt recoupme Capltgl VS| Character Insurapc
(Bom HC) claim on bl as S.41(1) ng stock-in- | e sset ¢ receipt
death  of| " Assessee: |trade . = capital
business . .. decisive ;
live law-in- horses ‘ncome capital principle receipt
All  India asset
Direct
Tax...
. Reduction Assessee: ||Definition . Reducti
'g:‘plité:i of  share Xgithfirshm S.2(47) |jinternal |of transfer Lrllgusrl;];t on  of
P capital & restructuri (includes P share

17 |Page




Sections Aroumen Precedents Ruling
Case Backgrou |Issues /  Rules ts & b / Principles|Judicial |&
nd Facts |Raised Impacte . "YConsidere |Review |[Reasoni
Parties
d d ng
Pvt Ltd ent = ng; Dept.:|[relinquishm|jion capital
(SO) transfer transfer  |lent adopted |lamounts
to
live law-in- transfer
All  India
Direct
Tax...
Capital Gains Judicial Themes
‘Principle HJudicial Position |
‘Residential house exemption HBeneﬁcial interpretation; multiple units permissible|
‘Personal effects test HBurden on assessee to prove personal use |

‘Capital Vs revenue compensationHDepends on nature of underlying asset |

‘Transfer definition HExtinguishment of rights = transfer |

Next in order:

BATCH S - BUSINESS INCOME vs
CAPITAL RECEIPT / SUBSIDY / NON-
COMPETE / COMPENSATION
CLUSTER

Sources
yes

Proceeding.

BATCH S - BUSINESS INCOME vs
CAPITAL RECEIPT / SUBSIDY /
COMPENSATION / NON-COMPETE
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Source: All India Direct Tax Digest 2025

live law-in-All India Direct Tax...

Precede
Sections /|Argumen nts- . / . . .
Case Backgroun |Issues Rules ts b Principl |[Judicial |Ruling &
d Facts Raised . Yles Review ([Reasoning
Impacted |[Parties .
Conside
red
Bajaj Auto .
Ltd v.|Sales  tax ﬁii;i?i:
DCIT incentive Canital Charging for Purpose Incentive
(Bom HC) (received VSp provisions ndustrial es tp Object of|held
under State revenue / subsidy rowth; ||(nature of scheme |capital
live law-in-|[industrial receint jurisprude gDe ;- ’ subsidy) examined |receipt,
All  Indialpromotion Pt Ihce pL.-. Y not taxable
Direct scheme operationa
Tax 1 receipt
Poonawall
a  Estate
Sud SieN
Agricultur |Insurance it OfPIOSS‘ Nt s Insurance
al  Farm|claim for|Whether Ncalc: ’ stock Character |iclaim
(Bom HC) |[death of|taxable |S.41(1) ) e e .. |lof asset|treated as
capital distinctio .. .
horses used|ju/s 41(1) asset N decisive |[capital
live law-in-||in business receipt
All  India compensat
Direct fon
Tax...
Sharp
Business Dept.: Empire Non-
Systems v. Capital enduring |Jute /|[Effect on|lcompete
CIT (SC) |[Payment ofljor benefit —|lcommerc |[profit- fee =
non- revenue (S.37(1) |capital; ial making |[revenue
live law-in-|[compete fee |lexpendit Assessee: |lexpedien |apparatus |[expenditu
All  India ure business |lcy analysed |[re,
Direct facilitation||doctrine deductible
Tax...
Bank of]
India V.
DCIT Whether et Relations ||Subsid
(Bom HC) |[Subsidy “Interest ||S.4 inci)rilse' Substanc hie \?vi‘fh ngts y
received i (charging Assesse;e' of lerI:din interest
live law-in-|{from RBI |lchargeab ||section) . |[receipt £
Al India e to tax subsidy absent income
Direct support
Tax...
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Precede
Sections /|Argumen nts /
Backgroun |Issues g Principl |[Judicial |Ruling &
Case . Rules ts by . .
d Facts Raised . es Review |Reasoning
Impacted |[Parties .
Conside
red
Insurance
Compensat Dept.:
ion Cluster . business Compensat
. Compensati Replacem ||.
(various . recoupme |[Nature of] 1on for
on linked to|Revenue |General ._|lent of| .
HC) . ) nt; underlyin||” . capital
destruction/ ||vs charging ) capital _
. .. Assessee: ||g  asset asset loss =
. . |[loss of|icapital |provisions . base Y
live law-in- capital asset capital test assessed capital
All  India|“*P replaceme receipt
Direct nt
Tax...

Judicial Pattern in Business vs Capital Receipt Cases

‘Principle HPosition Emerging ‘
‘Subsidy classification HDetermined by purpose of scheme, not timing or mode ‘
‘Compensation receipts HFollows nature of asset replaced ‘
‘N on-compete payments HRevenue when no capital asset or enduring structure created‘
‘Substance over nomenclatureHTrue character of receipt governs taxability ‘

Next in ascending sequence:
BATCH 6 - DEDUCTIONS (Chapter VI-A / Business Deductions / Sectoral Incentives)

Sources
yes

Proceeding.

BATCH 6 - DEDUCTIONS (CHAPTER VI-
A / BUSINESS DEDUCTIONS /
SECTORAL INCENTIVES)

Source: All India Direct Tax Digest 2025
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Precedent
Backgrou||Issues Sections /| Argument s . /Judicial Rulmg.&
Case . Rules s by|[Principles . Reasonin
nd Facts |[Raised . . Review
Impacted ||Parties Considere
d
Shital Dept.:
Fibers Ltd Whether double' Cumulati
V. CIT||Assessee . deduction . |lve
. deduction Harmonio .
(SO) claimed under not Micro s deduction
deduction R0IA S.80IA(9) |lallowed; Labs solitlconstructi permissib
live law-|s  under & 80HHC ||Assessee: 5P le; no
. . reduces . verdict on
in-All multiple independe forced
. . base for adopted .
India provisions||e oy~ nt reduction
Direct computatio of GTI
Tax... n
Gateway
Terminals
int((iila(BI(:‘I: Interest on Dept.. Functional
fixed Whether other . . ... |[Interest
HCO) . . ) Direct link with|[ ...
deposits |jeligible income; . eligible
. S.80IA nexus infrastruct
. linked tolfor Assessee: 2 for
live law- . . . doctrine |jure .
. business |deduction business . deduction
in-All . business
. operations nexus
India
Direct
Tax...
National
Cooperati
ve
Developm Assessee: Only
Statutory |[Whether broader income
ent g . . . .
. ||lcorporatio ||[deduction interpretati |Source-  ||directly .
Corporati . . . Deductio
n claimed|extends |(|S.36(1)(vii |lon; Dept.:|based derived
on (SC) . . e . . n
deduction |beyond |[i) limited to|[interpretati||from .
X . restricted
. on varied|core long-term |jon eligible
live  law-||. g >
in-All mcome activity finance activity
. income qualifies
India
Direct
Tax...
West
Bengal i
State Co-|/Interest on|Whether Dept.. .
. . other Attributabl .
operative |[surplus |lattributab Lending .
. S.80P(2)(a ||source; e VS|, Deductio
Agricultu |funds of|le to||, . ) . linkage
. . )(i) Assessee: ||derived - n allowed
re &||cooperativ|banking . . ... _|lexamined
. business ||distinction
Rural Devl|je bank business ‘ncome
Bank (Cal
HC)
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Precedent
Backgrou||Issues Sections /| Argument s . /Judicial Rulmg.&
Case . Rules s by|[Principles . Reasonin
nd Facts |[Raised . . Review
Impacted ||Parties Considere
d
live law-
in-All
India
Direct
Tax...
Sales Tax
gl:seentlve Whether
. . part  of] ) Capital ~ ||[Not
(Bajaj Assessee: .
taxable ||General ) ' receipt taxable;
Auto Ltd) . . . ||capital Subsidy )
Incentive |income |computatio - o excluded |joutside
. receipt; jurisprude .
. receipt before n from deduction
live law- . .. Dept.: nce . )
. deduction |[provisions ||. business |lcomputati
in-All . income .
. computati mcome on
India on
Direct
Tax...

Deduction Jurisprudence Trends

‘Principle

HJ udicial Position

‘Derived vs attributable

HOnly direct nexus income qualifies under sectoral deductions |

. . Section does not mandate artificial reduction of other deduction
80IA interaction
bases
gl(;zl:;’:atwe banking Interest from surplus lending can still be business-linked

Nature of receipt first

HCapital receipts excluded before deduction computation

Next in order:

BATCH 7 - TDS / WITHHOLDING / CHARACTERISATION OF PAYMENTS

Sources
yes

Proceeding.
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BATCH 7 — TDS / WITHHOLDING TAX /
CHARACTERISATION OF PAYMENTS

Source: All India Direct Tax Digest 2025

Section Precedent
Backgrou |[Issues ; /|Argumen |s R /Judicial Ruling &
Case . Rules |[ts by|[Principles . .
nd Facts |[Raised . . Review  |Reasoning
Impact |[Parties | Considere
ed d
Dr.
Balabhai Dept.:
Hospital |Fens cmployee. o
P made  to|Whether ployee. employer—
v CIT consulting |[payment is relationshi Contractua N of employee
(Bom HC) doctors salary  or S.192 vs|jp; 1 control rigfonshi relation;
i . S.194J |Assessee:
. appointed |[professiona : test . TDS under
live law- independe examined
Al on 1 fee nt 194J, not
India probation profession 192
Direct als
Tax...
Ashwini
Upadhya
ya V.
Union offy, ;. . |rps  |Petitioner: . Petition
India challenein Constitutio ovisio private Constitutio dismissed:
(SO) B0l validity P employers |nal tax|PIL found ’
g validity ns . . TDS
of TDS should not|collection |defective
. of TDS| .. .. generall . framework
live law- obligations act as tax|mechanism
. system stands
in-All collectors
India
Direct
Tax...
Pune
Municipa ||[ssue  of] TDS
! DR Dept.: rovision
Corporati||(Transfera “ opt-- Provisions
on vilble payment not
) Whether by any|[Ejusdem |[Nature ofattracted
ACIT Developm ». . i .
(Bom HC)|lent Rights) TDS S.194C,|imode”’; generis considerati|where
certificates provisions |[194LA |Assessee: |interpretati |jon compensat
live law-lissued apply no on assessed |[ion 1is in
in-All  [instead off monetary form  of
. payment TDR
India monetary .
. certificates
Direct payment
Tax...
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Section Precedent
Backgrou |[Issues ; /|Argumen | . /Judicial Ruling &
Case . Rules |[ts by|Principles . .
nd Facts |[Raised . . Review |Reasoning
Impact |Parties | Considere
ed d
Bank of]
India v. .
Chargin ]
DCIT | bsidy  |[Whether g Dept.  |subsidy
(Bom HC) . . . |[interest Relationsh
from RBI|TDS/intere |provisio||. . not
income; |[Substance |jip of].
. treated as||st ns / . interest;
live law-||... » .. . Assessee: |over form |lending
. mterest” ([provisions |{interest . TDS  not
Al Dept.  [appl definitio|S“0519Y absgmin. \EENcable
India y ept PPy N support PP
Direct
Tax...
Vodafone
Idea
related
TDS
settled Departme | Whether Ee?bsili ¢
issue (SCnt SLP Y | Dept. .\ . SC
. o to non- . Principle of||Frivolous |.
observati |repeatedly |maintainab ||~ . persisted . o disapprove
N resident . finality oflitigation .
on) litigating ||le onll Jecom M recedent leriticised d repetitive
settled settled ofor litigation p SLPs
live law-||TDS issue |point sp
in-All
India
Direct
Tax...

Judicial Themes in TDS Jurisprudence

‘Principle

HPosition Emerging

Nature of relationship decisive

Employment vs professional contract determines TDS
section

Mode of consideration matters

scope

Non-monetary compensation may fall outside TDS

\Substance over label

HSubsidy cannot be treated as interest for withholding |

valid

TDS framework constitutionally

Employers’ withholding obligation upheld

‘Repetitive litigation discouraged HSC discourages re-agitation of settled TDS law |

Next in ascending sequence:
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BATCH 8 - PROCEDURAL / NATURAL JUSTICE / TRIBUNAL POWERS /
SERVICE OF NOTICE

Sources
yes

Proceeding.

BATCH 8

NATURAL
POWERS / SERVICE OF NOTICE

Source: A/l India Direct Tax Digest 2025

PROCEDURAL LAW /
JUSTICE

/

TRIBUNAL

Precedent

Backgrou ([Issues Sections /| Argumen;s N /Judicial Ruling .&
Case . Rules ts by||Principles . Reasonin

nd Facts |[Raised . . Review

Impacted |Parties |Consider g
ed

Ashok
Kumar ITAT
Agarwal v.|ITAT Whether cannot
ACIT (Alljrejected || Tribunal |[Appellate |Assessee: ||Audi Right  to|jpass ex-
HC) adjournme ([can deny|procedure /||denial of|alteram |hearing parte

nt and|hearing |S.260A natural  |partem emphasise |jorder
live law-in-|[passed ex-||without |context justice  |jprinciple ||d without
All  India|parte order|[reasons recording
Direct reasons
Tax...
City
Corporati
on Ltd v\ tice  |[Validity Dept.
ACIT Y ; technical . .

issued  toljof notice Maruti . 1. .. |INotice
(Bom HC) S.148 error; . Jurisdictio

company |(to non-|. . . . Suzuki held

. jurisdiction || Assessee: ||,. nal defect !

. . |lafter existent . line nullity
live law-in- merger entit void
All  Indiaf '8 Y notice
Direct
Tax...

AO did not _
Champala dispose of Dutyto Reassessm A.SSGS.SGG' GKN Procedural .\
1 S pass violation . Addition

objections . |lent Driveshaft|jsafeguard !
Omprakas to speaking rocedure of s principle|imandato set aside
h (Cal HC) . order p procedure p p Y

reopening
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Precedent
Backgrou ([Issues Sections /| Argumen(s o /Judicial Ruling .&
Case nd Facts | Raised Rules ts by|Principles Review Reasonin
Impacted |Parties |Consider g
ed
live law-in-
All India
Direct
Tax...
Accost
Media
LLP V. Limitati
DCIT Rectificati ||, . . .. Assessee: |[Fairness in||.. . igriatio
(Bom HC) |jon rejected Limitatio receipt  ||limitation Tr.1b1%na1 p runs
as  time- n start||S.254(2) date computati misdirecte ||[from
. . point p d itself receipt
live law-in-||barred relevant |jon
Al India date
Direct
Tax...
Mahesh .
Service
Gautam v. valid onl
CIT  (AlljNotice S.148 riw Presumpti if g
HC) served by|[Valid ) Assessee: PUIMode  oflf, ..
speed post,||service of] General improper on- of delivery delivered
live law-1n- nI())t ’ notice Clanges service SeIvice examined to
. Act rules addressee
All  India|personally
: personall
Direct
Tax... g
Mrs.
Neelam
Ajit Whether Dept.:
Phatarpek||Order service deemed ) )
. Authority |Service
ar (Bomj|served onjon CA . service; ||Agency
HCO) Chartered |lequals Service  of Assessee: ||law to acception CA #
) orders L service service on
Accountan ||service CA  not|jprinciples .
) ) . examined ||assessee
live law-in-||t on authorise
All  India assessee d agent
Direct
Tax...
V-Con Dept.:
Integrated |CIT A Remand
. Scope of] inadequat
Solutions |remanded - Malabar . cannot be
revisiona € AO ) Twin .
Pvt  Ltd|matter .. 7|Industrial " mechanic
1 S.263 inquiry; conditions || .
(SO) under NPT Co. al; error +
.. jurisdicti Assessee: || . . reaffirmed D
revision on no  error principle prejudice
live law-in-|[powers required
Al India shown
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Precedent

Backgrou ([Issues Sections /| Argumen(s o /Judicial Ruling .&
Case . Rules ts by||Principles . Reasonin

nd Facts |Raised . . Review

Impacted |Parties |Consider g
ed
Direct
Tax...
Godavari
Shikshan Whether
Prasarak )
mcome Tax must

Mandal Trust taxed|jcan  be Assessee: Real be on net
(Bom HC) Computatio|real . Substance ||.

on  gross|compute e ) mncome income,

. n principles|income over form

. . |receipts  ||d . theory not gross
live law-1n- ionorin doctrine eceints
Al India ei . fs p
Direct p
Tax...

Procedural Law Principles Emerging

‘Area

lJudicial Position

‘N atural justice

HOpportunity of hearing is mandatory

‘Service of notice

HMust be proper and on authorised person

‘N on-existent entity

HJurisdictional defect cannot be cured

‘Rectiﬁcation limitationHRuns from communication, not order date

‘Revision u/s 263

HRequires demonstrable error and revenue prejudice

‘Income computation HBased on real income principle

Next in sequence:

BATCH 9 — SEARCH & SEIZURE PENALTY / COMPOUNDING / PROSECUTION

MATTERS

Sources
yes

Proceeding.
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BATCH 9
PENALTY
PROSECUTION MATTERS

Source: All India Direct Tax Digest 2025

/

SEARCH & SEIZURE

COMPOUNDING

/

Precedent
Backgrou ||Issues Sections /| Argument)s o /Judicial Ruling .&
Case . Rules J by|[Principles . Reasonin
nd Facts |Raised . . Review
Impacted |Parties Considere g
d
K. Assessee
Krishnamu admitted Dept'.: . Substanc No
rthy Velundisclose admission |[Penalty . of penalty
DCIT (SC) . Whether insufficien |[linked  to .__|when
d income S.271AA . complian||.
. penalty t; conditions income
. . ||[during . ||A i ce .
live law-in- automatic Assessee: |[of . |ladmitted
. ||search and . examine
All India||_ . disclosure (|surrender and tax
. paid tax . d .
Direct . + tax paid paid
with delay
Tax...
Dept.: o
Vinubhai earlier olfit{;tce”
Mohanlal ||[Compoun default
. . means
Dobaria ' v.ding —of bars Interpretati | Timing ||offence
CCIT (SC) |offence |Meaning ||Compoun |compound P & .
. : . on offlof prior  to
refused onflof  “first|ding ing; .
) ) ” S . _ |[compoundi |offence ||show-
live law-in-||ground not|joffence” ||Guidelines|Assessee: norules  lldecisive llcause:
All  India||“first offence & com Z)un
Direct offence” prior  to omp
ding
Tax... show-
allowed
cause
Vijay Prosecutio Assessee
Krishnaswa|n launched relied  on SC
mi v. DDIT||for ‘ tax Whether‘ CBDT Adminisira imposed
(SO) evasion  |prosecuti circular:  |ltive Abuse of|lcost  on
before on S.276C(1) ’ : process |[Dept.;
. . . Dept. circular . )
live law-in-|[ITAT sustainabl . N doctrine |[prosecutio
. . continued ||binding
All Indiaj|confirmati ||e rosecutio n
Direct on of] g criticised
Tax... penalty
comsgr e (€0 | o s e JC0
h State S.271(1)(c|/inaccurate [bona fide| . . Y
Yy penalty . timing  ||not
Power ) particulars ||conduct .
. . |[corrected |applicabil ' B evaluate ||leviable
Transmissi . ; Assessee:||principle
error ity d
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Precedent

Backgrou ||Issues Sections /| Argument)s o /Judicial Ruling .&

Case nd Facts |Raised Rules S by||Principles Review Reasonin
Impacted |Parties Considere g
d

on Co. Ltd|before bona fide
(Chh HC) (scrutiny mistake
live law-in-
All  India
Direct
Tax...
Sandeep
Kaur Gill v.
Union _ of Assessee: Transacti No
India (Chh|Loan Whether bona ﬁcie Reasonabl llon penalty
HC) repayment |[reasonabl ||S.271E belief  &lle causelggPuinen where

violation |e cause|r/w 273B } s bona fide
live law-in-|alleged exists genuinene | exception iess belief
All  India > assessed | ists
Direct
Tax...

Judicial Pattern in Penalty & Prosecution Jurisprudence

‘Principle

HPosition Emerging

‘Penalty not automatic

HRequires failure of statutory conditions or mala fide intent|

‘Voluntary disclosure

HStrong mitigating factor

‘Compounding interpretationHLiberal when offence predates show-cause

‘CBDT circulars

HBinding on department in prosecution matters

‘Reasonahle cause (S.273B) HShields assessee from technical penalty

Next in order:

BATCH 10 - INTERNATIONAL TAX / PE / BUSINESS CONNECTION / ROYALTY
CHARACTERISATION

Sources
yes

Proceeding.
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BATCH 10 — INTERNATIONAL TAX / PE
/ BUSINESS CONNECTION / ROYALTY
CHARACTERISATION

Source: All India Direct Tax Digest 2025

Preceden
. ts /
Case Backgrou||Issues lsztilclt;:ns /‘:tl;gum;y Principle |Judicial |Ruling &
nd Facts ||Raised . s Review |Reasoning
Impacted |[Parties .
Consider
ed
Hyatt
Internatio |[Foreign
nal hotel Assessee:
Southwest |ichain EVhetl;)% no fixed
Asia Ltd|provided . place PE; Temporary/sh
v. ADIT]|strategic eglsl,lts ¢ S.9(1)(i) /|Dept.: ?EtCD g S}lbstance ared premises
(SO) oversight g:ch(l)sl,liv PE functiona ci)sni;ol Oresence with
services principles ||l control N gxamine d operational
live law-|through . + control = PE
in-All shared premise continuit
India premises > y
Direct in India
Tax...
Pride Non-
Foramer |resident Assessee: Physical
S.A. v.[|[company ([Whethe o PE.' office not
CIT (SC) |earned r Dept.: ’ Business | Territorial required;
income |physical|S.4, 5(2), busI)iﬂéss connectio Ihexus income
live law-|[from office ||9(1)(i) . . taxable if]
. : connectio||n doctrine |janalysed :
in-All Indian necessar N business
India operations||y . connection
Direct without sufficient exists
Tax... office
Viacom 18
Media Pvt Whethe
Ltd (Bom Pavment |I" Dept.: Definition Issue
HC) fory paymen process |jof Treaty remanded to
transpond S.9(1)(vi) /|royalty; |“process” |interpretat ||CIT; royalty
live law- constitu [DTAA Assessee: |[Vs ion characterisati
in-All o tes service |lequipment|required [on must align
India services “royalty payment |[use with treaty
Direct ”
Tax...
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Preceden
Sections /||Argume ts /
Backgrou|/Issues g Principle |Judicial |Ruling &
Case . Rules nts by . .
nd Facts ||Raised . s Review |Reasoning
Impacted |[Parties .
Consider
ed
Shabana
Aijaz
Khan  v.Interatio Whethe Assessee:
ITO (Bom|nal tax i e
notice Jurisdictio
HCO) reassessm Reassessm||. . Scheme .
. faceless invalid; |nal Notice
ent issued|| . ent . mandator
. regime Dept.: complianc quashed
live law-|by scheme
. .7 . .. . |imandat procedur |le
in-All jurisdictio o al
India nal AO  |*7Y
Direct
Tax...
Merchant
Navy
Income Salary
Case .(SC credited ||Whethe . . Appellgnt
— issue|. " ol Residentia ||: foreign Situs  of Issue
admitted) . 1 status /|lemploym||. admitted |Question  of]
for work|jincome . income .
. foreign ent for law pending
. with taxable ||. . _|ldebate ..
live law- . . . |[income exemptio decision
. foreign ||in India
in-All employer n
India ploy
Direct
Tax...

International Tax Themes Emerging

‘Principle

[Judicial Position

PE determination

Functional control and business continuity outweigh physical
ownership

‘Business connection

HWider concept than PE; can trigger taxability

‘Royalty characterisation HMust align with treaty definitions, not domestic expansion alone |

Jurisdictional
compliance

Procedural mandates (faceless regime) strictly enforced

situs

Cross-border

income

Determined by employment and control factors

This completes the next cluster in ascending order.

Next logical cluster:
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BATCH 11 - CO-OPERATIVE SOCIETIES / 80P / BANKING & FINANCIAL

INSTITUTIONS
Sources
yes
Proceeding.
Precedent .
Sections /||[Argumeni|js / Ruling
Backgrou |Issues g o Judicial |&
Case . Rules ts by|/Principles . .
nd Facts |Raised . . Review Reasoni
Impacted |Parties |Considere n
d g
West
Bengal
State Co- Co-
operative .
. operative Dept.:
Agricultur bank Whethe interest = Interest
e & Rural i ) held
earned r other Attributab ) !
Developme||. ) ‘ o Nexus with|attributab
Interest on|jinterest sources; |[le to” vs .
nt Bank . S.80P(2)(a) y, . lending le to
surplus qualifie ||. Assessee: ||“derived . .
Ltd V. i) ¢ N activity banking
funds ] for attributab |[from :
DCIT (Cal . ... .. |lanalysed |business;
generated ||deducti le to||distinction .
HCO) . deductio
from on banking
. : n allowed
live law-in- lendlng business
All India operations
Direct
Tax...
National
Cooperativ Assessee: Deductio
¢ broader n
Developme||Statutory . restricted
. business
nt corporation . only to
. . Scope income ||Source- Nature of]|.
Corporatio|claimed P | : Income
. of S.36(1)(viii |leligible; |based income :
n v. ACIT|/deduction . . . directly
. deducti |)) Dept.: interpretati ||stream .
(SO) on diverse . derived
. on only on examined
income lone-term from
live law-in-||streams ﬁnagnce long-
All  India income term
Direct finance
Tax...
Gateway Infrastruct Dept.: FD Link Interest
. ure Whethe . . . between .
Terminals compan r such interest is||[Functional deposit and eligible
India Pvt| o pany i S.80IA other nexus oep for
claimed interest . . infrastruct .
Ltd (Bom . .. income; ||doctrine ... |[deductio
deduction |leligible ) ure activity
HC) . Assessee: .
on interest examined
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Precedent .
Sections /||[Argumeni|js / Ruling
Backgrou |Issues g o Judicial |&
Case . Rules ts by|/Principles . .
nd Facts |Raised . . Review Reasoni
Impacted |Parties |Considere
ng
d
from FDs business
live law-in-|linked  to nexus
All  Indialjproject
Direct operations
Tax...
Godavari
Shikshan Educationa ||Whethe Grogs
Prasarak trust taxedle  oross Expense |[receipts
Mandal on ro8S recfi b Assessee: Real deduction |lcannot be
(Bom HC) 8 P Computatio jonly net]|. integral toltaxed
receipts constitu o . mcome . .
. n principles |[income . mcome without
. . |without te doctrine : .
live law-in- . taxable computatio ||[deductin
. |lallowing |taxable
All  India . n g
. expenses ||income
Direct expenses
Tax...

BATCH 11 - CO-OPERATIVE SOCIETIES
/ S.80P / BANKING & FINANCIAL
INSTITUTIONS

Source: All India Direct Tax Digest 2025

live law-in-All India Direct Tax...

Judicial Themes — Co-operative & Financial Deduction
Jurisprudence

‘Principle

HJudicial Position

Attributable vs derived

Broader expression “attributable” favours assessee where business
nexus exists

toral ti . . . .
lsifrfitosra deduction Deduction confined to income from specified core activity
Interest income| ... . . . .
character If integral to business operations, may qualify for deduction

Real income principle HTaX applies to net income, not gross inflows
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Next in sequence:

BATCH 12 — PROPERTY INCOME / ANNUAL VALUE / HOUSE PROPERTY

ISSUES

Sources
yes

Proceeding.

BATCH 12

ISSUES

PROPERTY INCOME /
ANNUAL VALUE / HOUSE PROPERTY

Source: A/l India Direct Tax Digest 2025

live law-in-All India Direct Tax...

Sections Areument Precedents Ruline &
Case Backgrou |[Issues |/ Rules S g b / Principles|Judicial Reaso%li
nd Facts |Raised |Impacte . "YlConsidere |Review
Parties ng
d d
Tivoli
Investment
& Trading|AO Assessee:
Co. Pvt.||determined |[Whether municipal Annual AO  can
Ltd. v.|higher AO value 4 Fair rent vs
. |Ivalue . adopt
ACIT (Bom|jannual bound conclusive .. |[municipal ||, .
S.22/23 determinati higher
HC) value than|by ; Dept.: value .
Ny - on value if
municipal |[municip AO can rinciples analysed ustified
live law-in-|rateable al value determine |[° p !
All Indiaf[value fair rent
Direct
Tax...
Krishnagop
al B.|Sale of one Scone of Dept.: one Housin Exemptio
Nangpal v.|residential | p unit only;|Beneficial . & |n allowed
a . . |[remvestme
DCIT (Bom|house; . . Assessee: |[interpretatio for
residenti ||S.54(1) . nt :
HCO) purchase of| multiple |n off /. . multiple
. al . . objective . .
multiple ’ units form|jexemption . residentia
. . : house . examined .
live law-in-|junits residence 1 units
All India
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Sections Areument Precedents Ruline &

Case Backgrou |Issues |/ Rules S g b / Principles||Judicial Reasogni

nd Facts |Raised |Impacte . YlConsidere |Review

Parties ng
d d

Direct
Tax...
Narendra I.
Bhuva v. Assessee:
ACIT (Bom Whether ersonal ’ Taxable
HC) Sale of|[vintage Esse - Test of|Nature offjunless

vintage car  is|S.2(14) De t,' personal asset personal
live law-in-||cars personal ca pit;l use evaluated |juse
All India effect p proved
Direct asset
Tax...
Insurance
Claim on
Capital Dept.
Asset Case
(Poonawall Insurance recoupme Character Receipt
a Estate received on|{Whether nt; Nature  offjof treated as
Stud) destruction |taxable |S.41(1) ||Assessee: |[receipt underlying capital in

of capital|income capital doctrine asset nalt)ure
live law-in- asset replaceme examined

. nt

All India
Direct
Tax...

Judicial Themes in Property & Capital Asset Cases

‘Principle

HJ udicial Position

Annual value

AO not bound strictly by municipal value; fair rent test
applicable

‘Residential exemption

HLiberal interpretation to promote housing reinvestment

‘Personal effects exclusion

| Assessee must prove personal use

asset

Compensation for

capital

Follows capital nature of asset

This completes the next subject cluster in the Digest.

Next in ascending order:

BATCH 13 - REFUNDS / RECTIFICATION / CONDONATION OF DELAY /

ADMINISTRATIVE POWERS
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Sources
yes

Proceeding.

BATCH

13

live law-in-All India Direct Tax...

REFUNDS
RECTIFICATION / CONDONATION OF
DELAY / ADMINISTRATIVE POWERS

Source: A/l India Direct Tax Digest 2025

/

Preceden
. ts / Ruling
Backgrou |[Issues Sections /| graugiRn Principle |[Judicial |&
Case . Rules ts by . .
nd Facts |Raised . s Review |[Reasoni
Impacted |[Parties .
Consider ng
ed
U.P.
Rajya
Nirman
Sahakari Assessee: AO
Sangh Assessee Whether TDS proof] AO dgty cannot
Ltd v.|sought Refund . i to verify|/delay
AO  can .. furnished; ||Taxpayer
UOI (Alljfrefund of] dela provisions /De ;- ciohts and document (frefund
HC) TDS; AO Y administrati|| .0 & S when
genuine mismatch |[fairness .
delayed ve duty . emphasise [ TDS
) . |[refunds with Form
live law-|[processing 26AS d proof
in-All available
India
Direct
Tax...
Accost
Media
LLP  v.[Rectificati Assessee: Limitatio
DCIT on Limitation receipt .
(Bom lication ||period dat Procedura Tribunal in — runs
application [period - S.254(2) © o misdirecte ||from date
HC) rejected as|lcomputati relevant; ||l fairness : .
. ditself |lof receipt
time- on Dept.: of order
live law-||barred order date
in-All
India
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Preceden

Sections /||Argumen ts / Ruling
Backgrou |[Issues g Principle |[Judicial |&
Case . Rules ts by . .
nd Facts |Raised . s Review |[Reasoni
Impacted |Parties .
Consider ng
ed
Direct
Tax...
Balaji
Landmar
ks LLP . Conduct |[Delay
(Bom Delay in Assessee:
. Whether . and condone
HCO) filing . _|reliance |Bona fide Al
assessee ||[Condonatio complexit ||d;
return due .. on conduct
. ,|[should n principles . . assessee
live law-to  CA’s profession || doctrine )
. . suffer . considere |not
in-All advice al advice .
. d penalised
India
Direct
Tax...
Savitribai
Phule
Shikshan
Prasarak
Mandal Whether Trust:
(Bom Delay in S.11, Form|mistake |Reasonabl|Bona fide||Delay
. delay
HC) filing Form 9A due tolle  cause|lerror condone
condonabl . N .
9A for trust . compliance|misprint in|jprinciple |assessed ||d
live law- bare act
in-All
India
Direct
Tax...
Godavari
Shikshan
Prasarak
Mandal" | Tax Assessee: Balance of] Stay )
(Bom demand |Whether ) . |lgranted;
Stay offlincorrect |Real convenien
HC) based on|pre- . . gross
. demand income |[income ||ce .
ETOSS deposit rinciples |computati |[theo considere || o'P ts
live law-|freceipts; |justified princip on P Yy d cannot be
in-All stay sought taxed
India
Direct
Tax...
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Judicial

Themes

Jurisprudence

in

Refund

&  Administrative

‘Principle

HJ udicial Position

‘Refund processing

HAO must act when documentary proof exists

‘Limitation in rectification HBegins from communication, not order date

‘Professional advice relianceHBona fide reliance can justify condonation

‘Trust compliance delays

HGenuine mistakes condonable

‘Stay of demand

HCourts intervene where prima facie computation flawed

This completes the administrative remedies cluster.

Next in order:

BATCH 14

INTERPRETATION (12AA, 80G etc.)

Sources
yes

Proceeding.

CHARITABLE TRUSTS / REGISTRATION / EXEMPTION

BATCH 14 — CHARITABLE TRUSTS /
REGISTRATION
INTERPRETATION

Source: A/l India Direct Tax Digest 2025

/

EXEMPTION

Preceden
. ts / .
Case Backgrou |Issues lieiﬁzgns / 2rgumelz)n Principle ||Judicial g::;:iﬁ
nd Facts |Raised . s Review
Impacted|Parties . g
Consider
ed
CIT Trust Whether Dept.: Registrati
(Exemptio registration examine . . |lon to be
sought Ananda |[Registratio||.
ns) vl . |[depends on|S.12AA /||lactual . . _|judged on
. |[registratio . |ISocial  |n scrutiny
Internatio 0 for tax proposed or{{10 /11  |conduct; cecedent imited proposed
nal Health . |lactual Assessee: |0 charitabl
exemption N . .
Care activities registratio €
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Preceden
. ts / .
Backgrou ||Issues Sections /| Argumen Principle ||Judicial Ruling &
Case . Rules ts by . Reasonin
nd Facts |Raised . s Review
Impacted|/Parties . g
Consider
ed
Education n stage activities
& limited to , not
Research objects actual
Institute operation
(SO) ]
live law-in-
All  India
Direct
Tax...
Sadhu
Margi )
Sankranti ||Trust Wheth Dept. ¢ Interol
Jain (SC —||registered 12 Ae A o Zepigizl Or; “play Issue Matter
issue s 12AA; registration S80G & nlégded' exemptio |[requires admitted;
admitted) |dispute on & . 12AA ’ pHo red .||question
automatical || Assessee: |In interpretati
donor interplay . . .. of law
live law-in-ldeduction ly grants registratio |[provision |jon open
Al Indialeligibility ||>0C Penefit S
Direct sufficient
Tax...
Godavari
IS)];;I;:]:;I: Education
al trust||Whether Exemptio . . ||Gross
Mandal . Assessee: Computati .
taxed  onljtrust income|n Real receipts
(Bom HC) .|lonly real||. on  must
gross computed |computati||. mcome cannot be
. income . reflect
. . |lreceipts  |lon gross||on doctrine treated as
live law-in-|. , . . taxable expenses ||.
Al India[t8ROrNg basis principles income
Direct expenses
Tax...
Savitribai
Phule
Shikshan Trust: Delay
Prasarak condoned
._||[Whether bona fide )
Mandal |Delay in S.11 Reasonab |, ,. ;
. delay bars . |lerror; Mistake .
(Bom HC) |[filing . complian le cause . exemptio
exemption Dept.: . genuine .
Form 9A . ce doctrine n claim
live law-in- claim procedural ot
Al India lapse denied
Direct
Tax...
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Preceden
. ts / .
Backgrou |Issues Sections /lArgumen Principle | Judicial Rullng.&
Case . Rules ts by . Reasonin
nd Facts |Raised . s Review
Impacted|/Parties . g
Consider
ed
Hyderaba
d Cricket
Associatio
n Case (SC
procedura Delay in||Administrat Court - Courts Procedur
1 . . . |[Procedural| " .. . Judicial al lapses
. |[filing ive delay in criticised . expect
observatio 1 efficiency| ... by Dept.
n) appeal byjtax discipline departmen principle diligence discourag
IT Dept. ||litigation tal delay from Dept. ed
live law-in-
All  India
Direct
Tax...

Judicial Themes in Charitable Trust Jurisprudence

‘Principle HJudicial Position

‘Registration stage scrutinyHFocus on objects and proposed activities

‘Exemption compliance HGenuine procedural lapses may be condoned

‘SOG vs 12AA HLegal interplay still under judicial examination

|
|
|
‘Real income computation HTrust income cannot be computed ignoring expenditure‘
}

‘Departmental discipline HCourts expect adherence to timelines

This completes the charitable exemption cluster.
Next in ascending sequence:
BATCH 15 —- TRANSFER PRICING / ALP DETERMINATION / DRP PROCEDURE

Sources
yes

Proceeding.
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BATCH 15 — TRANSFER PRICING / ALP
DETERMINATION / DRP PROCEDURE

Source: All India Direct Tax Digest 2025

. Precedent .
Sections Aroume s / Ruling
Backgrou |Issues / Rules| '8 A Judicial &
Case . nts  by||Principles . .
nd Facts |[Raised Impacte . . Review Reasoni
Parties ||Consider
d ng
ed
ACIT .
Shelf
Drilling Split
Ron Assessme Dept.: verdict;
Tappmeye|nt Limitation extended view that
r Ltd (S-C 1nvqlv1ng perlgd for S.144C timeline; Interplay Statutory . S.l{i3 '
— split||foreign passing Assessee interpretatio ||limitatio
. r/w of 144C
verdict) |company |order under S.153 12- and 153 |I® of{n
under DRP ’ month limitation ||governs
live law-|DRP scheme cap even
in-All procedure applies DRP
India cases
Direct
Tax...
Milan Additions
Kavin in
Parikh assessmen |[Whether e .
(Bom HC)|t without|additions  [1534 /[DSPL | Jurisdictio Addition
. relied on|nal limits||Scope ofljs invalid
search sustainable |TP- . .
. .. . . foreign |in search||assessment |jabsent
live law-||material; |without linked . . .
. N O R financial ||assessmen |restricted seized
in-All TP angle|[incriminatin |[info .
. . : data ts material
India via g material
Direct foreign
Tax... info
Elbt’:lt';atio o> Es}iablish
border S.9(1)(i) ||Assessee ]
nal (SC) service / PE||: no fixed ed;
Attribution ool OECD Functional |jincome
. arrangeme|| .. attributi|[place; o .
live law- .., |lof income to attribution |[presence attributa
. nt  with on Dept.: .
in-All . PE .. . __|lprinciples |lanalysed ble to
. Indian principl |operation .
India Indian
. hotel es al control .
Direct operator operation
Tax... p s taxable
. Payment |Royalty vs|[S.9(1)(vi|Dept.: |Treaty vs|Characterisa |Matter
Viacom 18 . . . .
Media Pvt to foreign|iservice ) /|[process ||domestic |tion must|remande
entity for|{income DTAA |royalty; |law follow treaty||d for
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. Precedent .
Sections Aroume s / Ruling
Backgrou Issues /  Rules g .. Judicial &
Case . nts  by||Principles . .
nd Facts |[Raised Impacte . . Review Reasoni
Parties ||Consider
d ng
ed
Ltd (Boml|transpond |characterisat Assessee ||interpretat proper
HCO) er services|[ion affecting : service |[ion treaty-
TP/withhold based
live law- ing analysis
in-All
India
Direct
Tax...

Transfer Pricing & Cross-Border Procedure Themes

‘Principle HJ udicial Position |
‘DRP timeline HLimitation provisions strictly construed |
Jurisdiction in TP-linked

Still bound by search/reassessment safeguards
reassessments

Functional and economic presence determine

PE attribution taxability

Royalty characterisation HMust align with DTAA definitions

This completes the next subject cluster in the Digest.
Next in sequence:

BATCH 16 - MISCELLANEOUS CONSTITUTIONAL / JURISDICTIONAL /
SPECIAL TOPICS

Sources
yes

Proceeding with the final residual cluster.

BATCH 16 -  MISCELLANEOUS
CONSTITUTIONAL / JURISDICTIONAL
/ SPECIAL TOPICS
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Source: All India Direct Tax Digest 2025

Precedent
Sections /||Argume |s /|Judicia|Ruling &
Backgroun (Issues .. .
Case d Facts Raised Rules nts  by|Principles || Reasonin
Impacted |[Parties ||Considere |[Review|g
d
Fcbulka
. Assessee
Advertisin |Assessee Whether lov
g Pvt Ltd|challenged . . y . |INo Article
. . tentative without |Nature off/Interim
(Bom HC) |jinterim tax . . : 265
. |lcommunicat ||Article authority |tax levy vs|nature
communica |. . ||breach at
. L ion equals||265 ;  Dept.:|lassessment|lexamin ||.
live law-in-|[tion .. interlocut
. . unconstituti only process ed
All  Indiajalleging o ory stage
. . onal levy prelimin
Direct illegal levy v View
Tax... Y
Motor
Accident
Claims
Case —
New India TR
Assurance |[Tax returns Insurer |[Proof Returns
. Whether tax||. . . acceptable
v. Sonigrajjused to Evidentiar |[challeng |standards |must be .
. . return alone . only if
Juhi determine ed n properl
. |[proves N . . supported
Uttamcha |compensati |. principles |[income |lcompensat ||y
. income ) by
nd (SC) |lon income proof ion law proved || °.
evidence
live law-in-
All  India
Direct
Tax...
Ashwini
Upadhyay .
a v. Union|[PIL iehﬁg;ee
of  Indiajchallenging |[Legality of] - P Constitutio
4 parties PIL .
(SO) constitution [employer  [TDS should nal defecti Petition
al  validity|TDS framework taxation dismissed
. . .. not ve
live law-in-|jof TDS||obligations structure
. collect
All  India||system
. tax
Direct
Tax...
Hyderaba
d Cr.l clfet Delay by Whether .. Courts |Departme
Associatio procedural Court Judicial
Department |5, . . Appellate || .. . . expect |ntal delay
n . . |discipline criticised |lefficiency | .. .
in filing . procedure diligen ||discourag
Procedura appeal applies  to delay norms ce od
1 Matter| PP Dept.
(SC

43 |Page




Precedent
Sections /||Argume |s /||[Judicia|Ruling &
Backgroun |[Issues . .
Case d Facts Raised Rules nts  by|[Principles || Reasonin
Impacted |[Parties ||Considere |[Review|g
d
observatio
n)
live law-in-
All  India
Direct
Tax...
Repeated
Reassessm
ent
Harassme |Multiple P¥ern
nt  Case|reassessme |[Whether Doctrine  llof Court
(Delhi HC|nt repeated Assessee . . |lcondemne
. . Reassessm|[’ against reopeni
— NDTYV/|proceedings|[reopening : abuse of] d repeated
. ent powers harassmen |ng
Founders) |against amounts to process . |[reassessm
t examin .
same harassment ed ent actions
live law-in-||assessee
All  India
Direct
Tax...

Overarching Judicial Themes Across Digest

‘Area

HJudicial Trend

‘J urisdictional discipline

HCourts strictly enforce statutory limits on revenue powers

‘Substance over form

HTrue nature of transaction governs taxability

‘Procedural fairness

HNatural justice violations readily invalidate proceedings

‘Penalty & prosecution

HRequires bona fide failure or mens rea; not automatic

law

Charitable & deduction

Object-based interpretation, but nexus essential

‘International tax

HFunctional presence drives PE and attribution analysis |

Administrative conduct

action

Courts discourage mechanical, repetitive, or unfair revenue

Status of Your Request

The Digest has now been systematically tabulated subject-wise in ascending clusters
(Batch 1-16), covering:

44 |Page




e (Capital gains

e Reassessment/search

e MAT

o Business vs capital receipts
e Deductions

o TDS

e Procedure

e Penalty/prosecution

o International tax

e Co-operative deductions

e Property income

o Refunds/rectification

e Charitable trusts

e Transfer pricing

e Constitutional & miscellaneous

If required next:
Option A: Court-wise master index
Option B: Section-wise judicial radar

Option C: Litigation strategy matrix for practitioners

Sources
Have the cases listed under group 1 etc are separate or included in the batches list?

The cases in Group 1, Group 2, etc. are not separate from the Batches.
They are the same cases, reorganised progressively as the work expanded.

How the structure evolved

‘Stage HWhat was done HStatus now

11 (13 2 1 _ 1 1 3
Initial Groups Ea}rly subject-wise extraction (capital These were starter clusters
(Group 1-8) gains, reassessment, penalty, etc.)
Later  “Batches”||Systematic, ascending, full-digest|These =~ subsume  and
(Batch 2-16) extraction by subject area replace the earlier groups
Therefore

e Groups = preliminary classification

o Batches = consolidated, structured, final classification

e Many cases from Groups reappear in relevant Batches (example:
o Jupiter Capital — now in Capital Gains batch
o City Corporation — now in Procedural/Jurisdiction batch
o K. Krishnamurthy — now in Penalty batch)
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Final position

You should treat Batch 1-16 as the master tabulation of the Digest.
The earlier “Groups” can be ignored to avoid duplication.

CBDT HEADS-UP JUDICIAL REVIEW
MEMORANDUM - 2025

BATCH 1 - CAPITAL GAINS

Topic: Meaning of “Transfer”

Section: 2(47)
Gist: Reduction of share capital and extinguishment of shareholder rights judicially treated as
“transfer”. Expands capital gains exposure in restructuring.

Cases: PCIT v. Jupiter Capital Pvt Ltd

Topic: Capital vs Revenue Compensation

Section: 41(1), charging principles
Gist: Insurance or compensation receipts follow the character of the underlying asset; capital
asset destruction — capital receipt.

Cases: Poonawalla Estate Stud

BATCH 2 - REASSESSMENT / SEARCH
JURISDICTION

Topic: Incriminating Material Rule
Sections: 153A / 153C
Gist: Additions unsustainable without seized material; foreign/third-party info alone

insufficient.
Cases: Milan Kavin Parikh; Shiv Kumar Saraf

Topic: Mechanical Approval Invalid
Section: 153D
Gist: Sanction must show application of mind; rubber-stamp approvals vitiate assessment.

Cases: Citron Infraprojects, Vrushali Shinde

Topic: Change of Opinion Bar
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Section: 147 / 148
Gist: Future tax rate change or reinterpretation cannot justify reopening absent new tangible
material.

Cases: Oxford University Press; Sir Jamsetjee Jejeebhoy Trust

BATCH 3 - MAT

Topic: Sanctity of Books
Section: 115J/JA/JB

Gist: AO cannot recast P&L beyond statutory adjustments; Apollo Tyres reaffirmed.
Cases: Mahindra & Mahindra

Topic: Provision vs Reserve
Section: 115JA Explanation

Gist: Provision for doubtful debts not “reserve”; cannot be added back.
Cases: M.J. Exports

BATCH 4 — CAPITAL GAINS EXEMPTIONS

Topic: “A Residential House”
Section: 54

Gist: Multiple residential units may qualify if forming a single residential investment.
Cases: Krishnagopal Nangpal

BATCH 5 — BUSINESS vs CAPITAL RECEIPTS

Topic: Subsidy Classification
Section: Charging provisions

Gist: Purpose test decisive; industrial promotion incentives = capital receipt.
Cases: Bajaj Auto

Topic: Non-Compete Payments
Section: 37(1)

Gist: Revenue  deductible if no  enduring capital  structure  created.
Cases: Sharp Business Systems
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BATCH 6 - DEDUCTIONS

Topic: Interaction of 80IA & Other Deductions
Section: 80IA(9)

Gist: Does not mandate artificial reduction of other deductions.
Cases: Shital Fibers

BATCH 7 -TDS

Topic: Employment vs Professional Fee
Sections: 192 VS 194])

Gist:  Nature  of  contractual  control  determines  withholding  section.
Cases: Nanavati Hospital

BATCH 8 - PROCEDURAL FAIRNESS

Topic: Ex-parte Tribunal Orders

Gist: ITAT must record reasons when denying adjournment.
Cases: Ashok Kumar Agarwal

Topic: Service of Notice

Gist: Service on CA # service on assessee; speed post valid only on addressee.
Cases: Neelam Phatarpekar; Mahesh Gautam

BATCH 9 —- PENALTY / PROSECUTION

Topic: Penalty Not Automatic

Section: 271AAA
Gist: Disclosure + tax payment shields from penalty.
Cases: K. Krishnamurthy

Topic: Compounding Interpretation

Gist: “First offence” relates to timing before show-cause.

Cases: Vinubhai Dobaria
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BATCH 10 - INTERNATIONAL TAX

Topic: PE Without Exclusive Premises
Section: (D)1

Gist: Functional control + continuity sufficient.
Cases: Hyatt International

BATCH 11 — CO-OPERATIVE DEDUCTIONS

Topic: “Attributable to” wider than “derived from”

Section: 80P
Cases: WB State Cooperative Bank

BATCH 12 - PROPERTY INCOME

Topic: Annual Value Determination
Section: 23

Gist: AO may depart from municipal value if fair rent justified.
Cases: Tivoli Investment

BATCH 13 — REFUNDS / ADMINISTRATION

Topic: Refund Delay Not Permissible

Gist: AO must process refunds when TDS proof furnished.
Cases: UP Rajya Nirman Sahakari Sangh

BATCH 14 - CHARITABLE TRUSTS

Topic: Registration Stage Scrutiny

Section: 12AA
Gist: Proposed objects sufficient; actual activity not decisive.
Cases: International Health Care Education Institute
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BATCH 15 - TRANSFER PRICING PROCEDURE
Topic: DRP Limitation
Section: 144C

Gist: General limitation provisions still govern DRP assessments.
Cases: Shelf Drilling Ron Tappmeyer

BATCH 16 — CONSTITUTIONAL / MISC

Topic: Article 265 Challenge

Gist: Interim assessment communication + unconstitutional levy.
Cases: Fchulka Advertising

End of Memo

will the above help CBDT draft future circulars, departmental instructions and finally
ministerial recommendation to protect revenue in the coming Budget?

Yes. The memo, in its current structure, is directly usable as a policy-input document for
CBDT at three levels: (1) Circulars/Instructions, (2) Litigation strategy, and (3) Legislative
amendments for Budget proposals.

However, its usefulness depends on how the judicial trends are translated into action points.
Below is how each batch can inform revenue-protection measures.

1. For CBDT Circulars / Departmental Instructions

These judgments primarily expose procedural failures of the Department, not taxpayer
loopholes.

‘Area HJ udicial Trend Hlnstructional Response Needed

Notices quashed for mechanicalllssue SOP for 148/153A approvals;
approvals, change of opinion, lack|mandatory = recording templates;
of incriminating material supervisory checklists

Reassessment
(Batch 2)

Standardised approval note format;

153D Sanctions |Mechanical approvals invalidated digital audit trail
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‘Area

HJudicial Trend

HInstructional Response Needed |

(Batch 8)

Natural Justice

/ non-speaking orders

Orders set aside for lack of hearing

Instruction on  speaking order
standards and adjournment handling

Service of Notice

Service defects defeating cases

Updated service protocol;
acknowledgement requirement

digital

13)

Refunds (Batch

rights

Courts protecting taxpayer refund

Timeline monitoring & accountability
matrix for AOs

(3 These are administrative tightening measures, not law change.

2. For Litigation Strategy

Certain decisions signal areas where Revenue argument needs strengthening, not statutory

amendment.

‘Area HJudicial Message HLitigation Strategy

MAT (Batch 3) Apol!o Tyres  line||Avoid llt}gatlon on book profit
remains strong recomputation beyond statute

Penalty (Batch 9) Bqna fide conduct|Build factual record of mens rea before
shields assessee penalty

TDS  Characterisation|Substance of contract||Strengthen evidentiary record on control

(Batch 7) decisive & supervision

80IA / deductions (Batch|Courts resist artificial||Avoid aggressive interpretation without

6) restriction statutory basis

3. For Budget / Legislative Amendments (Revenue
Protection)

This is where the memo is most valuable. Some rulings narrow the Department’s reach.

Batch HJ udicial Position HPossible Legislative Response

Capital Gains - Transfer||Courts expanding|No change required; position

definition “transfer” already favourable to Revenue

153A/153C  Incriminating|Limits additions post- C;n;j‘; clarificatory - amendment

Material Rule search xp § scope ob - post-searc
assessment

153D Mechanical Approval

Procedural lapse fatal

Introduce deeming fiction for minor

cases procedural defects?
Residential House||Multiple units||Clarify statutory language if policy
Exemption (S.54) allowed intends restriction
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Batch HJudicial Position HPossible Legislative Response |

Incentives  escapin Insert clarificatory definition

Subsidy as Capital Receipt o v ping distinguishing revenue support vs
capital subsidy

80IA Interaction (Shital|Wider deduction||Amend S.80IA(9) if double benefit
Fibers) benefit intended to be restricted
PE without fixed place|Favourable to No amendment required
(Hyatt) Revenue q
COTnpoundlng/penalty Liberal interpretation Tighten compounding guidelines via
leniency rules rather than Act

4. What This Memo Does Strategically

It allows CBDT to:

o Identify where courts are striking down cases due to Department process failures
o Distinguish between:

o Cases requiring training & SOP reform

o Cases requiring legal reinterpretation strategy

o Cases requiring legislative amendment

This is precisely the type of judicial trend mapping used internally before drafting:

Explanatory Memorandum notes
Budget proposals

Circular clarifications

Standard operating instructions

Conclusion

Yes — this memo is a policy-grade judicial radar.
But to directly influence Budget protection of revenue, it should be followed by a second layer:

“Judicial Impact — Revenue Risk — Suggested Amendment/Instruction” matrix
That converts judicial trends into legislative or administrative action items.

If you want, the next step can be to convert this into a Budget Amendment Recommendation
Table for CBDT.

udget Amendment Recommendation Table for CBDT.

52 |Page




BUDGET

AMENDMENT

TABLE FOR CBDT

RECOMMENDATION

Judicial Trends 2025 — Revenue Risk — Suggested Legislative / Rule Action

Batch Issue ~Emerging Judicial Position|Revenue Risk Sug.gested Amendment /
from Courts Action
Insert clarification that
o Escapement of]
Additions in search O | . post-search  assessments
. Courts  limiting|jincome discovered . .
cases restricted to may include income based
2 incriminatin S€ope offpost-search on any material available
Hnating 153A/153C through other ) :
material to AO, not only seized
sources .
material
Mechanical Approvals struck||Assessments Introduce deeming clause
) sanction u/s 153D|/down on|lannulled  despite|validating sanction unless
invalidating procedural substantive mala fide or prejudice
assessments grounds escapement proven
. . larify statutory definiti
Reopening barred||Courts applying||Reassessment X\ ir.l y statory detintiion
o : . . of “information suggesting
2 as change offstrict Kelvinator|actions frequently » .
c ey escapement to widen
opinion test quashed
scope
Multiple residential leeral g High-value Amenc} 554 to deﬁne
: s interpretation of]| . numerical cap or specify
4 units qualifying u/s||, i . |reinvestments « . ! D
a residential . one residential unit” if
54 g escaping tax .. -
house policy intends restriction
Industrial subsidies . Erosion of tax base Ir‘ltrgduc.e . defmmon
.. .|[Incentives . . distinguishing capital vs
5 treated as capital . in subsidy-heavy . .
: escaping tax net operational subsidy; tax
recelipts sectors . . .
revenue-linked incentives
80IA deduction not||Cumulative . Amend — S.80IA(9)  to
. . Double deduction|expressly mandate
6 reducing other||deduction benefit .
4 exposure reduction from gross total
deductions allowed .
income
Leakage in||[Expand TDS definition to
Non-monetary . « . . .
\ : Courts  holding|development cover ‘“consideration in
7 gonsigration no “payment” compensation any form including rights
(TDR) outside TDS|"°® P#¥ P y form ] g rghts,
cases credits or instruments
. . I i
. . _||Technical service||[Revenue loss due ntrqd Lee | curative
Service of notice I provision deeming service
8 lapses nullifying|ito procedural|” . .
defects fatal . - valid if assessee
proceedings technicalities .. ) )
participates in proceedings
. M larif jecti It
Penalty relief for ens "4Reduced penalty C'arl y objective penalty
9 requirement . triggers for
bona fide conduct . collections .
emphasised search/specified defaults
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Batch Issue ~Emerging Judicial Position|Revenue Risk Sug.gested Amendment /
from Courts Action
Liberal Wider Amend compounding
9 interpretation  of|lcompounding Deterrence diluted ||guidelines; restrict repeat
compounding eligibility offence benefit
Treaty renegotiation
Royalty Domestic Narrower priority; introduce SEP
characterisation expansion taxability ofl|(Significant Economic
10 . . .
tied to treaty|loverridden  by||digital/process Presence) rules
language DTAA payments strengthening ~ domestic
nexus
PE determination||Position
10  |based on functional|[favourable to||Low risk No amendment required
control Revenue
Broad Clarify income categories
interpretation  of|{Wider deduction|Reduced taxable| . . y &
11 o " ! ) eligible; exclude surplus
attributable to” for|[to co-operatives |income . .
investment income
80P
Annual value Favourable  to
12 determined beyond Low risk No amendment needed
. Revenue
municipal value
Refund delay||Administrative |Interest  outflow Strengthen e refugd
13 e . . processing timelines via
criticised issue risk ) .
rules/instructions
Registration based||Easier trust entry Introduce post-registration
14 on proposed|iinto  exemption|[Misuse risk review mechanism within
activities regime statute
DRP limitation||Time-barred TP|Revenue loss on Ame.n.d 8'14.4C to
15 . explicitly override S.153
strictly construed |lassessments procedural delay limits
R . . I i 1 i i
epeated Courts  policing|Restricts ssue internal instruction
16 reassessment repeated notices |reopenine strateay |°™ consolidation  of]
termed harassment || 0 pening &Y |lreassessment grounds

Priority Ranking for Budget Consideration

‘Priority HArea ‘
‘High Revenue Impact H153A scope, 80IA(9), subsidy taxation, S.54 cap ‘
‘Medium HTDS on non-monetary consideration, DRP limitation‘

‘Procedural Reform (non-legislative)H153D approvals, service of notice, refund timelines ‘

‘Low / No change

HPE rulings, annual value jurisprudence ‘
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Outcome of Using This Table

This converts judicial trends into:
o Draft Explanatory Memorandum points
e Clause-level amendment ideas

o CBDT circular agenda
o Litigation management policy

If required next:
“Draft Amendment Language — Model Clauses” for each high-priority item.

YES

*MODEL DRAFT AMENDMENT LANGUAGE

(For Internal CBDT Policy Note — Finance Bill Inputs)**

1. Expansion of Scope of Post-Search Assessments

Section Affected: 153A / 153C

Proposed Insert (Explanation):

“For the removal of doubts, it is hereby clarified that the assessment or reassessment under this
section may include any income which comes to the notice of the Assessing Officer during the
course of proceedings under this section, whether or not such income is based on material

seized during the search or requisition.”

Objective: Neutralise restrictive judicial interpretation limiting additions only to seized
material.

2. Validation of Approval under Section 153D

Proposed Insert (Sub-section):

“No assessment shall be invalid merely by reason of any procedural defect in the approval
granted under this section, unless it is established that such defect has caused prejudice to the

assessee.”

Objective: Prevent annulment of assessments due to technical lapses.
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3. Clarification of “Information Suggesting Escapement”

Section Affected: 148 / Explanation to 148

Proposed Insert:

“Information suggesting that income chargeable to tax has escaped assessment shall include
audit objections, data analytics, third-party information, interpretation of law, or any other

material available with the Assessing Officer.”

Objective: Reduce litigation on “change of opinion”.

4. Restriction on Multiple House Exemption
Section Affected: 54

Amendment: Replace “a residential house” with
“one residential house situated in India”.

Objective: Prevent multi-unit claims beyond intended policy.

5. Taxability of Subsidies
New Clause under Section 2 (Definitions):

“Any government incentive, subsidy, grant or assistance linked to revenue operations or
recurring expenditure shall be deemed to be income chargeable to tax.”

Objective: Bring operational subsidies into tax base.

6. Amendment to Section 80IA(9)

Proposed Rewording:

“The deduction under this section shall be allowed after reducing the amount of profits on
which deduction is claimed under this section from the gross total income, and no further

deduction shall be allowed on such profits under any other provision of this Chapter.”

Objective: Prevent double deduction.
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7. Expansion of TDS Definition
Section Affected: Chapter XVII-B (General Explanation)**

“For the purposes of this Chapter, ‘payment’ includes consideration in money or in kind, or by
way of credit, allotment of rights, securities, development rights or any other valuable benefit.”

Objective: Cover TDR-type transactions.

8. Curative Service of Notice Provision
New Explanation under Section 282:

“Where the assessee has participated in any proceeding or responded to any notice, service
shall be deemed valid notwithstanding any technical defect.”

Objective: Reduce litigation on service technicalities.

9. Penalty Objective Trigger (Search Cases)
Section Affected: 271AAA /271AAB
Add proviso:

“Voluntary disclosure shall not absolve liability where income is detected through search
action.”

Objective: Reinforce deterrence.

10. Amendment to DRP Timeline

Section Affected: 144C

Insert:

“Notwithstanding anything contained in Section 153, the time limit for completion of
assessment under this section shall be twenty-four months from the end of the assessment

year.”

Objective: Avoid TP cases becoming time-barred.
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11. Clarification for Cooperative Deduction
Section Affected: 80P
Add explanation:

“Income from investment of surplus funds not directly attributable to the business of banking
shall not qualify.”

12. Post-Registration Review of Trusts
Section Affected: 12AB
Insert provision for:

Mandatory review of activities within 3 years of registration.

Result

These draft clauses translate judicial trends into actionable legislative responses that:
e Protect revenue base

e Reduce annulment on technical grounds
e Provide clarity where courts have widened exemptions

Next possible step:
“Draft Explanatory Memorandum Notes” for each amendment.

Yes

DRAFT EXPLANATORY MEMORANDUM NOTES

(For Finance Bill — Judicial Trend Based Amendments)

1. Scope of Assessment under Sections 153A /153C

Existing Issue: Courts have restricted additions in post-search assessments only to income
based on incriminating material seized during search.
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Rationale for Amendment: Search assessments are intended to comprehensively determine
undisclosed income. Restricting scope defeats the objective of search provisions and leads to
leakage where income surfaces during proceedings from other credible sources.

Amendment Effect: Clarifies that any income coming to the notice of the AO during
153A/153C proceedings can be assessed.

2. Validation of Section 153D Approvals
Existing Issue: Assessments annulled due to procedural defects in approval process.

Rationale: Approval is supervisory in nature; minor procedural defects should not invalidate
substantive assessments.

Amendment Effect: Introduces a curative provision to prevent annulment unless prejudice is
shown.

3. Meaning of “Information Suggesting Escapement”
Existing Issue: Reopenings quashed as “change of opinion”.

Rationale: Modern tax administration relies on analytics, data exchange, audit inputs. Law
must recognize these as valid triggers.

Amendment Effect: Expands scope of permissible information.

4. Residential House Exemption Restriction
Existing Issue: Courts allowing exemption for multiple residential units.
Rationale: Original intent was reinvestment in a single residential property.

Amendment Effect: Limits exemption to one residential unit.

5. Taxability of Subsidies
Existing Issue: Incentives classified as capital receipts escaping tax.
Rationale: Revenue-linked subsidies represent operational support and should be taxed.

Amendment Effect: Defines operational subsidies as taxable income.
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6. Amendment to Section 80IA(9)
Existing Issue: Courts permitting cumulative deductions under multiple sections.
Rationale: Prevent unintended double deduction.

Amendment Effect: Ensures deduction allowed only once.

7. Expansion of TDS Definition
Existing Issue: Non-monetary compensation (e.g., TDR) escaping TDS.
Rationale: Modern transactions involve non-cash consideration.

Amendment Effect: Includes all forms of consideration in TDS net.

8. Curative Service of Notice
Existing Issue: Proceedings quashed for minor service defects.
Rationale: Where assessee participates, purpose of notice served.

Amendment Effect: Technical defects not fatal.

9. Penalty in Search Cases
Existing Issue: Voluntary disclosure shielding penalty.
Rationale: Search deterrence requires strict penalty regime.

Amendment Effect: Disclosure post-detection does not absolve penalty.

10. DRP Timeline Clarification
Existing Issue: Transfer pricing assessments time-barred due to limitation conflicts.
Rationale: TP matters are complex and require longer timelines.

Amendment Effect: Extends DRP timeline overriding general limits.
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11. Cooperative Deduction Clarification
Existing Issue: Broad interpretation of “attributable to”.
Rationale: Surplus investment income should not qualify.

Amendment Effect: Narrows deduction scope.

12. Post-Registration Review of Trusts
Existing Issue: Registration granted on proposed activities without review.
Rationale: Prevent misuse of exemption regime.

Amendment Effect: Mandates activity review within 3 years.

Conclusion

These amendments respond to judicial interpretations that:
o Narrow Revenue powers
o Expand exemptions

o Invalidate proceedings on technical grounds

They aim to restore legislative intent, reduce litigation, and protect the tax base.

Document Status: Ready for internal CBDT policy discussion and drafting inputs for Finance
Bill.

Please can you help in sending to ICAI for Budget recommendation from the Institute?

Below is a formal draft ICAI representation email/covering letter that can accompany the
Budget Recommendation Note.

Variant: Formal Institutional Representation Tone
Email

Subject
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ICAI Budget Representation — :I

[ | 2] ICAI Budget Representation — Judicial Trends Based Direct Tax
Amendments (Finance Bill 2026)

To
The Secretary
Direct Taxes Committee

The Institute of Chartered Accountants of India

Subject: Submission of Judicial Trend—Based Budget Recommendations — Direct Taxes
(Finance Bill 2026)

Respected Sir/Madam,

I am submitting herewith a structured set of Budget recommendation inputs for consideration
by the Direct Taxes Committee of ICAI for inclusion in the Institute’s formal Pre-Budget
Memorandum.

The recommendations are based on a consolidated review of significant Direct Tax judicial
decisions reported during 2025, covering Supreme Court and High Court rulings. The objective
of the note is to identify areas where judicial interpretation has either:

. narrowed the intended scope of the statute,
. led to procedural annulment of assessments, or
» created interpretational uncertainty affecting tax administration and compliance.

The attached material is organised in the following manner:

Subject-wise Judicial Trend Mapping (Batch 1-16)
Revenue Risk Identification arising from the rulings
Suggested Legislative / Rule Amendments

Model Draft Amendment Language

Draft Explanatory Memorandum Notes

Nk W=

The key themes addressed include:

— Scope of post-search assessments under sections 153A/153C
— Validity of supervisory approvals under section 153D
—  Clarification of “information suggesting escapement” for reassessment
— Limitation issues in DRP / transfer pricing assessments
— Interaction of section 80IA with other deductions
— Treatment of operational subsidies
— TDS applicability to non-monetary consideration
— Restriction of multiple residential unit exemption under section 54
— Curative provisions relating to service of notice

— Post-registration review framework for charitable trusts

These recommendations aim to support legislative clarity, reduce avoidable litigation, and
strengthen tax administration consistency.
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The submission is made purely from a technical and statutory perspective in the interest of
certainty and effective implementation of tax law. I shall be grateful if the Committee considers
these points while finalising ICAI’s Budget representation.

I would be pleased to provide any further clarification or structured working notes, if required.

Thanking you,

Yours faithfully,
CA CR
Chartered Accountant

If required, a second version in “technical annexure style” (more neutral, less revenue-
focused) can also be prepared for ICAI format alignment.

are we done with the digest or can we do more research?

You have completed structured extraction of the Digest at a policy-usable level — but
research depth can still be expanded depending on purpose.

Think of it in layers:

<7 What is ALREADY DONE (Digest Level Complete)

You now have:

e Subject-wise clustering (Batch 1-16)
o Case-law themes distilled

e Revenue impact analysis

e (CBDT amendment proposals

e Draft clauses

o Explanatory Memorandum notes

o ICAI representation draft

(3 This 1s sufficient for policy representation, Budget notes, or institutional submission.

At this level, the Digest has been fully mined for macro-level judicial trends.

L What CAN STILL BE DONE (Advanced Research
Layer)

If the goal shifts from summary — deep legal positioning, more value can be extracted.
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1. Section-wise Judicial Radar (Deeper than batches)
Map each section of the Act to:

e How many cases in 2025
e Revenue wins vs losses
o Litigation risk grading

— Useful for CBDT risk heat-map.

2. Revenue Defeat Pattern Analysis
Identify:

e % of cases lost on procedure vs interpretation
e Which procedural lapses hurt most:

153D approvals

Service of notice

Speaking orders

Limitation

o

o O O

— This informs training and SOP reform, not law change.

3. Litigation Vulnerability Matrix

For each subject:

‘Area HJ udicial Attitude HRevenue Position Strength‘
‘MAT HAssessee-friendly HWeak ‘
‘PE cases HRevenue—friendly HStrong ‘
‘Reassessment”Strict compliance requiredHVulnerable ‘

— Helps shape future departmental strategy.

4. Court-wise Behaviour Pattern

‘Court HGeneral Trend

‘Bombay HCHStrict on procedure

|
|
‘Delhi HC HStrong on reassessment safeguards ‘
‘SC HSubstance over form but fairness oriented‘
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— Helps predict litigation outcome risk.

5. Sector Impact Study
Digest cases affecting:

o Infrastructure

o Real estate

« Financial sector
e Charitable institutions

— Useful for Budget policy calibration.

& So — Are We Done?

‘If Objective Is... HStatus ‘
ICAI/ CBDT policy submission |/ DONE

‘Academic / practitioner handbook H70% complete ‘

‘Litigation strategy master tool HFurther research useful‘

‘Al—based judicial prediction modelHNeeds deeper tagging ‘

s Bottom Line

You have completed the macro-level extraction.

Further research now moves from “What did courts decide?” to
“Why did Revenue lose/win, and where is the systemic risk?”

That is a different layer — analytics, not extraction.

If you want, the next powerful step is:

“Revenue Litigation Risk Heat Map - Section-wise”

This converts the Digest into a decision intelligence tool.

Please go ahead

REVENUE LITIGATION RISK HEAT MAP - BASED
ON 2025 JUDICIAL TRENDS
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Purpose:

statutory/administrative reinforcement is needed.

RISK GRADING LEGEND
‘Grade HMeaning
@ High Risk Frequent Revenue defeats / strict judicial scrutiny

@ Medium Risk

Mixed outcomes; strong fact-dependence

@ Low Risk

Position largely favourable to Revenue

SECTION-WISE RISK MATRIX

Identify where Revenue faces highest litigation vulnerability and where

Judicial Trend

Revenue

Section / Area Subject Matter 2025 Risk Nature of Risk
Additions limited to .
153A / 153C Postsearch i/ ctiminating @ High | nicrpretational
assessment ; restriction
material
153D Approval before Mechamcql . @ High |[Procedural lapse
assessment approvals invalid
Change-of-opinion
147/ 148 Reassessment doctrine strictly||@ High |[Jurisdictional bar
applied
. Non-speaking orders . Natural  justice
148A procedure Pre-notice process quashed @® High failure
254(2) Rectification leltathn 'tled to|| @ ' Procedural
communication Medium |jnuance
@ Twin conditions . C
263 Revision powers strictly required Medium Jurisdiction test
Apollo Tyres line . Statutory
115JB (MAT) Book profit strong @® High limitation
54 exemption R§51dent1a1 Multiple units|| @ ' Interprt?tatlonal
reinvestment allowed Medium |expansion
Subsidy receipts Capital \& Purposp test ® High ClaSS}ﬁcatlon
revenue favouring assessee doctrine
Deduction Courts allow . Legislative
80IAC) interaction cumulative benefit ® High drafting gap
S0P Cooperative Broad “attributable|@ Interpretational
deduction to” reading Medium |width
192 vs 194J TDS . COI‘ItI.‘aCt nature| @ . Fact-intensive
characterisation ||decisive Medium
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. . Judicial Trend|Revenue .
Section / Area Subject Matter 2025 Risk Nature of Risk
TDS on non- Legislative
monetary TDR etc. Courts exclude @ High 5

. . vacuum
consideration
271AAA /271AAB |[Search penalties Vqluntary disclosure) @ . Lenlent .

relief Medium ||interpretation
, .. ... |[CBDT circular| @ Procedural
276C prosecution | Criminal liability binding Medium |compliance

. Permanent Functional presence .
2()(i) PE Establishment sufficient @ Low |Revenue-friendly
Royalty o Cross-border Treaty . OVCI‘I:ldeS @) ' Treaty limitation
characterisation payments domestic expansion |[Medium
12AA / 12AB Trust registration Proposed  activities| @ ) Comphqnce

test Medium |monitoring gap

. . Procedural Technical  defects . Administrative

Service of notice validity fatal ® High weakness
. AO delay|(Courts ~ protecting|@ Administrative
Refund processing criticised taxpayer Medium |jaccountability

TOP REVENUE VULNERABILITY ZONES

@ Structural Weakness (Law Requires Amendment)

e 153A scope
e S80IA(9)

o Subsidy classification
e TDS on non-cash consideration
e MAT recomputation limits

@ Administrative Weakness (Instructional Reform)

e 153D approvals

o 148A speaking orders

e Service of notice protocol

e Reassessment documentation

@ Litigation Strategy Area

e TDS characterisation disputes
o Penalty relief based on bona fide conduct
o 80P attribution interpretation
o Royalty vs service fee issues
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COURT ATTITUDE SNAPSHOT

‘Court HTrend |
‘Bombay HCHVery strict on procedure & jurisdictionl

‘Delhi HC HStrong reassessment safeguards |

‘SC HSubstance-oriented but fairness-heavy ‘

STRATEGIC INSIGHT

Revenue losses are occurring more due to:
Procedural non-compliance > Statutory weakness > Interpretational defeat
This means:

1. Training & SOP reform may recover more revenue than amendments alone
2. Legislative amendments should target only structural gaps

OUTPUT USE CASES

This Heat Map can guide:

o CBDT internal audit focus

e AO training modules

o Litigation approval screening

o Budget amendment prioritisation
Next step possible:

“Section-wise Draft SOP for AOs to Reduce Litigation Risk”

YES

**SECTION-WISE DRAFT SOP FOR AOs
(TO REDUCE LITIGATION RISK — BASED ON 2025 JUDICIAL TRENDS)**

Purpose: Convert judicial setbacks into procedural safeguards.
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® HIGH-RISK AREAS (STRICT
COMPLIANCE REQUIRED)

1. Section 153A / 153C — Post-Search Assessments

Judicial Risk: Additions struck down where not linked to seized material.
AO SOP

1. Prepare “Incriminating Material Mapping Sheet”

o Column I: Seized document reference

o Column 2: Linked addition

o Column 3: How it proves escapement
2. Ifaddition based on external info:

o Record why it relates to search findings

o Document nexus explicitly in assessment order
3. Avoid omnibus additions unrelated to search.

2. Section 153D — Approval

Judicial Risk: Mechanical approval invalidates assessment.

AO SOP

Before sending file for approval, attach:
Summary of issues
Quantum of additions

Evidence relied upon
Legal position

Ensure approving authority records:

“I have examined...”
e Specific issue-wise satisfaction

3. Section 147/148 — Reassessment
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Judicial Risk: Quashed as “change of opinion”.
AO SOP

Checklist before issuing 148 notice:

‘Requirement HAction

|

‘New tangible material HIdentify source (info, audit, data)

|

‘Earlier disclosure checkHConﬁrm issue was not examined earlier‘

‘Legal analysis note HRecord how escapement arises

‘Limitation HVerify period & threshold

|

Never rely solely on reinterpretation of same facts.

4. Section 148A — Pre-Notice Order

Risk: Non-speaking orders invalid.
AO SOP
Order must contain:

o Facts

e Material relied upon

e Assessee reply summary

e Reason for rejection

Use Issue—Response—Finding format.

5. Service of Notice
Risk: Proceedings quashed.
AO SOP

o Use e-service + physical service

e Retain delivery proof

e Confirm PAN database address

o Ifserved on CA, obtain written authority
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6. MAT (115JB)

Risk: Recasting P&L beyond Explanation.
AO SOP

Only adjust:

o [tems listed in Explanation to 115JB
e Do not question accounting method unless fraud

O MEDIUM RISK AREAS

7. TDS Characterisation (192 vs 194J)

SOP:
« Examine contract terms

e Look for supervision/control
e Record employer—employee indicators

8. Section 263 Revision

SOP:
CIT must record:

1. Specific error
2. How it causes revenue prejudice

General remarks like “inadequate inquiry” insufficient.

9. Penalty (271AAA/271AAB)

SOP:

e Document how disclosure conditions not met
e Record detection source
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10. Cooperative Deduction (80P)

SOP:
Segregate:

e Core business income
e Surplus investment income

@© LOW RISK AREAS

Maintain existing practice with proper documentation:

e PE attribution
e Annual value determination
e Infrastructure deduction nexus

ORDER DRAFTING TEMPLATE (UNIVERSAL)

Every order should contain:

Facts

Evidence relied
Assessee submission
Legal provision
Finding with reasoning

Nk W=

OUTCOME

If SOP followed:

e Jurisdictional defects reduce
e Technical annulments decrease
o Litigation quality improves

Next
AQO Training Module Outline based on this SOP

step:
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Yes

**A0 TRAINING MODULE OUTLINE
(BASED ON 2025 JUDICIAL TRENDS & SOP FRAMEWORK)**

Objective: Reduce litigation losses by strengthening procedural compliance, legal reasoning,
and documentation standards.

MODULE 1 - JURISDICTIONAL
DISCIPLINE

Session 1: Reassessment Law (147-148A)
Learning Outcomes
e Understand “information suggesting escapement”
e Avoid change-of-opinion errors
o Draft legally sustainable 148 A orders

Practical Component

o Case simulation: Draft 148A order using Issue-Response—Finding model

Session 2: Search Assessments (153A / 153C)
Learning Outcomes
o Link additions to seized material
e Prepare Incriminating Material Mapping Sheet
e Understand limits of post-search scope

Practical Exercise

e Identify valid vs invalid additions from sample search case

Session 3: Section 153D Approvals
Learning Outcomes
e Draft approval note
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e Avoid mechanical sanction pitfalls

MODULE 2 - PROCEDURAL FAIRNESS
& NATURAL JUSTICE

Session 4: Speaking Orders

e Structure of sustainable assessment order
e Recording reasons vs conclusions

Session 5: Service of Notice

e Valid service methods
e Documentary evidence preservation

MODULE 3 € COMPUTATION
PROVISIONS

Session 6: MAT (115JB)

e Limits of AO powers
o Explanation adjustments only

Session 7: Deduction Provisions

e 80IA, 80P — “derived from” vs “attributable to”

MODULE 4 — TDS &
CHARACTERISATION

Session 8: Salary vs Professional Fee

e Control test
e Contract examination

Session 9: Non-monetary Consideration
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o Development rights, barter transactions

MODULE S
PROSECUTION

Session 10: Search Penalty

e Conditions for immunity
e Documentation standards

Session 11: Prosecution Sanction

e CBDT circular compliance

PENALTY &

MODULE 6 - INTERNATIONAL TAX

Session 12: PE Determination
o Functional presence test
Session 13: Royalty vs Service Fee

e Treaty vs domestic law

MODULE 7 -
RESPONSIBILITY

Session 14: Refund Processing

e Timelines
e Documentation

Session 15: Limitation & Rectification

ADMINISTRATIVE

MODULE 8 — ORDER DRAFTING LAB
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Participants draft:
e 148A order
e 153A addition reasoning

e MAT computation order

Peer review and faculty feedback.

DELIVERABLES FOR AQOs
e SOP Handbook
o Templates:
o 148A order
153D approval note

@)
o Incriminating material sheet
o Speaking order structure

TRAINING IMPACT

This module directly addresses the main cause of Revenue defeats: procedural lapses, not
legal incapacity.

Next step possible:
Design a “Ready-to-Use AO Toolkit” (checklists + templates)

YES

**READY-TO-USE AO TOOLKIT

(Litigation-Proof Assessment Framework)**

This toolkit converts judicial lessons into field-usable instruments.

PART 1 — JURISDICTION CHECKLISTS

¢ A. Reassessment (Sections 147-148A)
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Check Action Required Done (V)

‘New tangible material existsHIdentify source (info, audit, data, statement)H

‘Issue not examined earlier HCross-verify original assessment records H

‘Escapement quantification HEstimate income escaped H
ILimitation period valid  ||Check S.149 threshold |

‘Legal analysis note preparedHRecord how law applies to facts ||

‘148A(b) notice issued HInclude evidence relied upon H

‘Assessee reply considered HSummarise in order H

‘148A(d) speaking order HIssue—Response—Finding format ||

« B. Search Assessment (153A / 153C)

Requirement Document Prepared
Incriminating Material Mapping Sheet

Link between seized material & addition

Satisfaction note (153C)

Separate note for each AY

 C. 153D Approval Docket

Attach to approval file:
Summary of issues
Addition working sheet

Evidence list
Legal position note

PART 2 — DOCUMENTATION
TEMPLATES

R 1. Incriminating Material Mapping Sheet

Seized Doc Ref Nature of Document Related AY Proposed Addition Nexus Explanation
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R 2. 148A(d) Speaking Order Format

Issue:

Material Relied Upon:
Assessee’s Submission:
Analysis:

Finding:

R 3. 153D Approval Note Template

“The assessment records and proposed additions have been examined. The issues involved
are... The material relied upon includes... I am satisfied that...”

B 4. Service of Notice Record Sheet

Mode Date Address Used Proof Attached

PART 3 —- COMPUTATION CHECKLISTS

MAT (115JB)

‘Adjustment HAllowed?HReference
Items in Explanation only ||v/ 115JB Expl.
Recast P&L beyond statute|| X Not allowed

80IA / 80P Deduction

Income Type Eligible? Reason

PART 4 — TDS DECISION TOOL
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‘Question HYes HNO ‘
‘Is there employer control? HSalary (192) H194J ‘
‘Is consideration non-cash?HEvaluate expanded deﬁnition“Normal TDSI

PART 5 - PENALTY DECISION SHEET

‘Condition HSatisfied?‘

‘Undisclosed income detected H ‘

‘Voluntary disclosure before detectionH ‘

‘Tax & interest paid H ‘

PART 6 — ORDER DRAFTING MASTER
STRUCTURE

Facts

Evidence relied upon
Assessee submissions
Legal provisions
Finding with reasoning

bk W=

PART 7 — ADMINISTRATIVE
CONTROLS

‘Area HControl

‘Refunds HTimeline tracking

|
|
‘LimitationHCase diary alerts ‘
|

‘Appeals HDocumentation completeness

RESULT
If toolkit followed:

e Jurisdictional defects minimized
e Orders become appeal-resistant
o Litigation quality improves
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Toolkit Status: Field-ready for training circulation.

From Tax payer advisory perspective, how does a practising CA help/alert his clients

From a taxpayer advisory perspective, the same judicial trends become a risk-prevention
framework. A practising CA’s role is to convert these into compliance shields and litigation-

proof documentation for clients.

Below is the structured advisory approach.

CLIENT ADVISORY FRAMEWORK
BASED ON 2025 JUDICIAL TRENDS

@ HIGH-RISK AREAS FOR TAXPAYERS (Preventive
Focus)

1. Reassessment Exposure (Sections 147-148A)

Judicial reality: Courts uphold reopening only when fresh material exists.
Risk to taxpayer: Weak documentation — reopening sustained.

CA Adyvisory Action
e Maintain year-wise disclosure matrix showing all issues disclosed in return & notes
o Keep documentary trail for:
o Large expenses
o Related party transactions
o High-value credits
e Preserve emails, agreements, invoices — not just ledger entries

Client Alert:

“Full disclosure today is the best defence against future reopening.”

2. Search & Survey Preparedness

80|Page




Judicial trend: Additions must link to seized material.
CA Action

e Maintain asset ownership proof file
e Reconcile:
o Books vs physical stock
o Cash balances
o For group entities — maintain inter-company agreement files

Client Alert:

“Unrecorded explanations after search rarely succeed; contemporaneous records matter.”

3. Capital Gains Exemptions (S.54 etc.)
Trend: Courts allow multiple units, but scrutiny high.
CA Action
e Document intention:
o Same project? Same residential purpose?
o Preserve:
o Builder agreement

o Payment trail
o Occupancy evidence

4. Subsidy & Incentive Receipts

Trend: Classification depends on purpose.

CA Action
o Keep copy of government scheme notification
o Identify whether:

o Linked to capital investment
o Linked to turnover or revenue

5. TDS Characterisation
Trend: Nature of contract decisive.

CA Action
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e Draft contracts clearly stating:
o No employer-employee relationship
o Independence of service provider

e Maintain scope-of-work documentation

@ MEDIUM RISK AREAS

6. Deduction Claims (80IA, 80P, etc.)
CA Action
e Prepare nexus note:

o How income is “derived from” or “attributable to” eligible business
e Segregate non-core income

7. MAT (115JB)
CA Action

e Ensure accounts compliant with Companies Act
o Keep working of each adjustment under Explanation

8. Penalty Exposure
Trend: Bona fide conduct helps.
CA Action
¢ Document:
o Professional advice taken

o Error detection timeline
o Voluntary correction

‘ LOW RISK AREAS (Maintain Standard Compliance)

e PE risk for foreign clients
e Annual value disputes (property)
o Trust registration stage
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LITIGATION SHIELD
DOCUMENTATION KIT (For Clients)

‘Area HFile to Maintain

‘Maj or tax positions HLegal note file

‘High-value transactions “Agreement + board note

‘Capital gains exemption“lnvestment trail file

|
|
|
‘Deduction claims “Nexus working paper ‘
}

‘TDS classification HContract + responsibility matrix

STRATEGIC CLIENT MESSAGING

A CA should position compliance as:

Wrong Approach Correct Advisory
“Return filed, done” “File defensible return”
“Adjust later if notice comes” “Document now; defend later”

BOTTOM LINE
Courts in 2025 are:

o Protecting taxpayers where procedure is weak
o Allowing Revenue where substance & evidence exist

So CA’s role shifts from:

Tax computation — Evidence architecture

If useful, next can be:

“Client Litigation Readiness Checklist” (One-page risk scanner)
yes

CLIENT LITIGATION READINESS CHECKLIST
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(Pre-assessment Risk Scanner for Taxpayers — CA Advisory Tool)

Use this annually before finalising return / financial statements.

@ SECTION 1 - DISCLOSURE & REASSESSMENT DEFENCE

lQuestion HYes|

|Have all significant tax positions been disclosed in return notes? H

‘Are related party transactions supported by agreements & board approvals? H

‘Are large expenses (> materiality threshold) supported by invoices & contracts‘?”

‘Is there a documented explanation for all large credits in books? H

‘Is there a reconciliation between GST turnover and income-tax turnover? H

If “No” appears — High reopening risk

@ SECTION 2 - SEARCH / SURVEY PREPAREDNESS

‘Question HYes‘
‘Are stock records reconciled with physical inventory? H H:|
‘Are cash balances reconcilable with books? H H:l
‘Are inter-company balances confirmed? H H:l
‘Are ownership documents for high-value assets maintained?H H:l

@ SECTION 3 - CAPITAL GAINS & EXEMPTIONS

‘Question HYes‘

‘Is investment proof available for S.54/54F claims? H H:|
‘Is residential usage intention documented? H H:l

‘Are sale consideration receipts fully traceable through banking channel?H H:|

. SECTION 4 - DEDUCTIONS & INCENTIVES

‘Question HYes’
‘Is there a nexus working for each deduction claim? H H:l
‘Is non-core income segregated from eligible business proﬁts?“ H:l
‘Are government subsidies supported by scheme documents? H H:|
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@ SECTION 5 - TDS & PAYMENTS

‘Question HYes‘
‘Are contracts clearly defining nature of service? H H:l
‘Is TDS section selection documented? H H:|
lAre non-monetary payments evaluated for TDS exposure?” H:l

@ SECTION 6 - MAT & ACCOUNTING

‘Question HYes‘

‘Are MAT adjustments reconciled with Explanation to 1 ISJB‘?H H:’

‘Are accounting policies consistent year to year? H H:l

@ SECTION 7 - PENALTY DEFENCE

‘Question

|Yes|No)

‘Is there documentation of professional advice for complex tax positions‘?H

]

‘Are voluntary corrections recorded before detection?

H

[ ]

SCORING GUIDE

‘Score HRisk Level

Mostly “Yes” @ Litigation Ready

Several “No” in red sections| @ High Risk — Immediate documentation needed

“No” in orange sections @ Moderate risk — strengthen files

PURPOSE

This checklist helps the CA ensure the client’s return is:

Disclosure-strong + Evidence-backed + Litigation-resistant

Next step
Client Advisory Note Template explaining risks in simple language

possible:
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yes

**CLIENT ADVISORY NOTE

(Tax Litigation Risk & Compliance Strengthening)**

Purpose: To alert clients on emerging tax litigation trends and the importance of proactive
documentation and disclosure.

Why This Advisory is Important
Recent judicial decisions show that tax disputes are increasingly decided on:
e Quality of disclosure
e Strength of documentation
e Procedural compliance by both taxpayer and Department
Tax authorities are relying heavily on data analytics, third-party reporting, and information

exchange. Inadequate documentation today can become a reassessment or penalty issue years
later.

Key Risk Areas Clients Must Address

1. Reassessment Exposure

Authorities can reopen cases if income appears to have escaped assessment. Courts protect
taxpayers only when full and true disclosure is demonstrable.

Action Required:

e Maintain detailed records for large expenses, credits, and transactions.
o Ensure tax return disclosures explain unusual or significant items.

2. Search & Survey Preparedness
In search situations, explanations without contemporaneous records are rarely accepted.
Action Required:

e Reconcile books with physical stock and cash.

e Maintain asset ownership documents.
o Keep inter-company documentation updated.
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3. Capital Gains & Exemption Claims
Claims under residential reinvestment and similar provisions face close scrutiny.
Action Required:

e Preserve purchase agreements, payment proofs, and usage evidence.
e Route transactions through banking channels.

4. Deduction & Incentive Claims
Deductions are allowed only when a clear nexus with eligible business activity exists.
Action Required:

e Maintain computation workings.
o Keep government scheme documents for subsidies/incentives.

5. TDS Classification
Incorrect TDS section application can lead to disallowances and interest liability.
Action Required:

o Ensure contracts clearly define nature of services.
e Document basis for TDS decisions.

6. MAT & Accounting Adjustments
Book profit disputes arise where adjustments are not properly documented.
Action Required:

e Maintain reconciliation between financial statements and tax computation.

7. Penalty Risk

Courts grant relief when taxpayers show bona fide conduct.
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Action Required:

e Document professional advice taken.
e Record voluntary corrections promptly.

Strategic Message

Tax compliance is no longer limited to correct computation.
It requires evidence architecture — maintaining records that can defend positions years later.

Next Step

We recommend conducting an annual litigation readiness review using the checklist shared
separately. This will identify documentation gaps before filing returns.

Outcome: Strong documentation today significantly reduces future tax litigation risk.

Now, from the digest, can you please list down other than normal/routine outcomes ( like
similar to Tiger Global SC judgement) so that the tax landscape can be redrawn/re defined and
re structured

Excellent question — this moves from case summaries to tax system inflection points.
From the 2025 Digest, a few rulings are not merely dispute resolutions; they shift structural
boundaries of tax law, similar in impact category (though not subject-matter) to Tiger Global

(SO).

Below are the “Landscape-Redefining Decisions” — the ones that alter how tax
administration, compliance architecture, or legal interpretation will operate going forward.

L. JURISDICTIONAL POWER
REDEFINED

1. Incriminating Material Doctrine Consolidation
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Area: Search assessments - Sections 153A / 153C
Nature of Shift: Limits Revenue’s post-search jurisdiction

What changed structurally

Courts have solidified that search does not open a free review window. Additions must be
linked to seized material.

Systemic Impact

‘Earlier Administrative Mindset HPost-Judicial Position ‘

‘Search = wide reassessment powerHSearch = evidence-driven assessmentl

‘External data usable freely HMust show nexus to seized evidence ‘

Why this redraws the landscape

This shifts search law from investigative expansion — forensic precision.

2. Mechanical Approval Doctrine (Section 153D)

Nature of Shift: Supervisory approval becomes a substantive safeguard, not formality.
Courts have elevated approval from a rubber stamp to a jurisdictional control mechanism.
Structural Effect

Creates a quasi-judicial responsibility layer above the AO.

II. INTERPRETATION OF TAXABLE
“INCOME” RECONSTRUCTED

3. Subsidy Purpose Test Reinforced
Area: Capital vs Revenue Receipts
Courts reaffirmed that purpose overrides form in subsidy taxation.

Landscape Shift
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Moves tax law closer to economic substance theory rather than accounting treatment.

4. MAT Computation Boundaries (Apollo Tyres Doctrine
Reaffirmed)

Area: 115)B
AOQO’s power to question book profits is structurally limited.
Impact

Defines a parallel tax system boundary where accounting law prevails over assessment
discretion.

III. PROCEDURAL JUSTICE ELEVATED
TO SUBSTANTIVE RIGHT

5. Speaking Order Doctrine Expansion
Area: 148A, appellate and reassessment proceedings

Courts insist reasoning must be visible and structured.
Structural Consequence

Tax administration increasingly resembles administrative law adjudication, not executive
decision-making.

6. Service of Notice Jurisprudence
Service defects now defeat jurisdiction.
Landscape Change

Moves system toward due-process centric taxation, closer to civil procedure norms.
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IV. DEDUCTION REGIME
REINTERPRETED

7. 80IA Interaction Doctrine (Cumulative Deduction
Acceptance)

Courts rejected artificial restriction not expressed in statute.
Structural Impact

Reaffirms strict construction of charging vs liberal construction of deduction, unless
statute expressly restricts.

V.  PENALTY & PROSECUTION
PHILOSOPHY SHIFT

8. Bona Fide Conduct Doctrine in Penalty
Penalty increasingly treated as quasi-criminal, not automatic.
Systemic Effect

Pushes tax penalty regime toward intent-based liability, not mere computational difference.

VI. INTERNATIONAL TAX BASE
REDESIGN

9. Functional PE Doctrine Expansion

PE can exist without exclusive premises.
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Structural Effect
Redefines source taxation basis from physical presence — functional/economic presence.

This aligns Indian jurisprudence with OECD BEPS thinking.

VI REGULATORY POWER VS
TAXPAYER PROTECTION BALANCE

10. Reassessment Harassment Doctrine
Repeated reopening frowned upon.
Landscape Change

Introduces abuse-of-power principle into reassessment jurisprudence.

SUMMARY — DECISIONS THAT
REDEFINE THE TAX LANDSCAPE

‘Decision Type HWhat it Redefines ‘
‘Incriminating material rule HLimits search power ‘
‘153D approval doctrine HElevates supervisory control ‘
‘Subsidy purpose test HSubstance over form in income classiﬁcation‘
‘MAT boundaries HAccounting autonomy vs AO discretion ‘
‘Speaking order doctrine HDue process as core tax principle ‘
‘Service jurisprudence HNotice = jurisdictional foundation ‘
‘SOIA interaction HDeduction interpretation philosophy ’
‘Penalty bona fide test HIntent-based tax penalty regime ’
‘F unctional PE doctrine HModernised source taxation ’
‘Reassessment harassment doctrineHAdministrative fairness principle ‘

Big Picture
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These rulings collectively shift Indian tax law toward:

Evidence-based jurisdiction
Administrative law discipline
Substance over form
Intent-based penalties
Functional nexus taxation

This is a systemic recalibration, not routine litigation.

If you want, the next powerful piece is:

“How Tax Planning, Litigation Strategy, and Compliance Architecture Must
Change Post These Doctrinal Shifts”

yes

Excellent — this is where the digest becomes forward-looking strategy, not backward-
looking case law.

These judicial shifts require structural changes in how taxpayers, advisors, and the
Department operate.

HOW TAX PLANNING, LITIGATION
STRATEGY & COMPLIANCE
ARCHITECTURE MUST CHANGE

(Post-2025 Doctrinal Shifts)

I. TAX PLANNING IS MOVING FROM “FORM” —
“EVIDENCE + PURPOSE”

Old Era
e Structure mattered
e Agreements drafted

e Accounting classification relied upon

New Era (Post judicial trends)
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‘Now Required HWhy ‘
‘Purpose documentation HSubsidy cases, capital vs revenue, PE tests ‘

‘Functional analysis HPE, service vs employment, royalty vs service‘

‘Contemporaneous recordsHSearch & reassessment defence ‘

Shift: Planning must create an audit trail of intention and commercial rationale.

II. LITIGATION STRATEGY SHIFTS FROM
“ARGUMENT” — “JURISDICTIONAL DEFENCE”

Courts are increasingly deciding cases on:

‘Earlier Litigation FocusHNow Decisive ‘

‘Taxability interpretation HValidity of jurisdiction‘

‘Quantum dispute HProcedural compliance‘
‘Legal theory HDocumentary trail ‘
Implication for CAs

Winning cases now depends on:

Was notice valid?

Was approval mechanical?
Was assessee heard?

Is there incriminating material?

b

Merits come after jurisdiction survives.

III. COMPLIANCE ARCHITECTURE MUST BECOME
“LITIGATION-READY”

Earlier
Compliance = Return filing + books
Now

Compliance must include defence design:
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‘Required File HPurpose ‘

‘Maj or tax position memo HDefend intent ‘

‘Contract interpretation note HTDS & classiﬁcation‘
‘Deduction nexus note HSOIA / 80P ‘
‘Capital gains investment trailHExemption defence ‘

‘Disclosure matrix HReassessment shield ‘

This is proactive defence engineering.

IV. TAX RISK HAS SHIFTED FROM “RATE” —
“PROCESS”

l01d Risk INew Risk |

‘Wrong computation HWeak documentation ‘

‘Interpretation disputes HSerVice defects ‘

‘Accounting differencesHApproval irregularities‘

The most common Revenue defeats now arise from procedural lapses, not legal weakness.

V. PENALTY EXPOSURE IS NOW BEHAVIOURAL

Courts emphasize bona fide conduct.
Practical Change
CAs must ensure:

e Advice notes retained

e Errors corrected promptly

e Transparent disclosures made

Tax defence now includes good-faith evidence.

VI. INTERNATIONAL TAX PLANNING IS NOW
FUNCTION-BASED

Physical presence less relevant; economic role decisive.
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Structures must be supported by:
e Substance

o Functions performed
e Risk assumption documentation

VII. SEARCH & REASSESSMENT DEFENCE HAS
BECOME FORENSIC

Tax defence resembles audit:
e Ledger explanations insufficient

e Source documents required
e Cross-verification expected

VIII. THE BIG STRATEGIC SHIFT

‘Old Tax System HEmerging System ‘
‘Executive tax administration"Adjudicatory tax administration‘
‘Form—driven HEVidence—driven ‘
‘Accounting-driven HPurpose-driven ‘
‘Penalty automatic HPenalty intent-based ‘

WHAT A CA MUST NOW DO DIFFERENTLY

Traditional Role [New Role

‘Compute tax HDesign defence

‘Respond to notice HChallenge jurisdiction

|
|
‘Prepare return HBuild evidence file ‘
}

‘Advise transactionHDocument purpose & substance

BOTTOM LINE

Tax compliance has evolved into:

“Documentation architecture + legal positioning + procedural vigilance”
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The tax system is becoming more like administrative litigation, and success now depends as
much on process discipline as on tax law.

If useful, the next logical tool is:

“Tax Planning & Compliance Playbook — Post-2025 Judicial Doctrine”

YES

**TAX PLANNING & COMPLIANCE PLAYBOOK

(Post-2025 Judicial Doctrine Environment)**

This playbook converts recent doctrinal shifts into operational rules for taxpayers and
advisors.

PART 1 - FOUNDATIONAL PRINCIPLE

Every tax position must now satisfy three tests:
(1) Disclosure + (2) Documentation + (3) Demonstrable Purpose

If any one is weak — litigation risk rises sharply.

PART 2 ~ PRE-TRANSACTION
PLANNING PROTOCOL

Before executing major transactions:

‘Step HAction HObjective |
‘Purpose Note HPrepare commercial rationale memoHDefend substance over form |
‘Tax Position NoteHLegal view + case law HEVidence of bona fide belief |
‘Structure Map HFlow of funds, roles, risks HPE / TDS / classification defence|
‘Board Approval HRecord intent HCorporate governance evidence |

PART 3 — RETURN FILING DEFENCE
STRATEGY
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Return is now a litigation document, not only computation.

‘Area HWhat to Do ‘
‘Large deductions HAdd explanatory disclosure ‘
‘Unusual receipts HClarify nature in notes ‘

‘Related party transactionsHRefer to agreements ‘

‘Capital gains exemption HMention reinvestment details‘

Goal: Eliminate “failure to disclose fully and truly”.

PART 4 - DEDUCTION CLAIM

PROTOCOL

For each deduction:

. Maintain Nexus File

Segregate ineligible income

Preserve computation workings

Retain supporting scheme notifications (if incentive)

B

PART 5 - TDS &
ARCHITECTURE

Contracts must reflect tax intent:

‘Clause Needed HWhy ‘
‘No employment relationshipHAvoid 192 exposure ‘
‘Scope of service clarity H194J defence ‘
‘Responsibility matrix HWithholding position defence‘

PART 6 - CAPITAL
EXEMPTIONS

Maintain Investment Trail File:

e Sale deed

CONTRACT

GAINS &
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e Banking trail
e Purchase agreement
e Occupancy/use evidence

PART 7 - MAT & ACCOUNTING

e Maintain reconciliation between Companies Act accounts and tax computation
e Document basis for each adjustment

PART 8 — SEARCH & REASSESSMENT
DEFENCE FILE

Keep ready:

‘Document HPurpose

‘Asset ownership prooszSearch defence

‘Disclosure matrix HReopening defence

|
|
‘Stock reconciliation HSurvey defence ‘
|
|

‘Maj or position memos HPenalty defence

PART 9 - PENALTY SHIELD
MECHANISM

Maintain record of:

o Professional advice taken
o Clarifications sought
e Voluntary corrections made

PART 10 - ANNUAL “LITIGATION
READINESS REVIEW?”

Before filing return:
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‘Area HReviewed?‘

‘Disclosure adequacy H

‘Documentation completenessH

‘TDS correctness H

|
|
‘Deduction nexus H ‘
|
|

‘Capital gains proof H

PART 11 — RISK RECLASSIFICATION

‘Earlier Compliance RiskHNew Litigation Risk‘
‘Wrong computation HWeak documentation‘
‘Interpretation debate HProcedural defect ‘
‘Accounting issue HJurisdictional flaw ‘

FINAL STRATEGIC MESSAGE

Tax compliance now operates under:
Evidence-Based Taxation + Due Process Taxation

Success depends less on aggressive interpretation and more on structured defensibility.

If you wish, the next advanced tool can be:
“Model Tax Position Memo Templates (for major issues)”

YES

MODEL TAX POSITION MEMO TEMPLATES

(For Litigation-Resilient Documentation)

These memos demonstrate bona fide belief, legal analysis, and commercial purpose —
critical in reassessment and penalty defence.
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B TEMPLATE 1 —- MAJOR DEDUCTION

CLAIM MEMO

Subject: Claim of Deduction under Section

1. Background

Brief description of business activity and nature of income.
2. Issue

Whether income qualifies for deduction under Section .
3. Relevant Law

Quote statutory provision and conditions.

4. Factual Satisfaction of Conditions

Condition How Satisfied Evidence

5. Judicial Support

Key case principles supporting claim.
6. Computation Working
Attach annexure.

7. Disclosure Position

Mention where disclosed in return.

8. Conclusion

Deduction claimed based on legal interpretation and documented facts.

B TEMPLATE 2 — CAPITAL GAINS

EXEMPTION MEMO (S.54/54F)

1. Transaction Summary
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Sale details, asset description, date.
2. Reinvestment Details
Particulars Details

3. Legal Conditions

Condition Compliance Evidence

4. Intention Note

Residential usage intent.

5. Banking Trail

Reference annexure.

6. Conclusion

R TEMPLATE 3 -TDS POSITION MEMO

Subject: TDS Classification — Section

1. Nature of Transaction

2. Contractual Terms Analysis

3. Control & Supervision Test

4. Applicable TDS Section Justification
5. Judicial Principles

6. Risk Note & Disclosure

B TEMPLATE 4 - SUBSIDY /
INCENTIVE TAXABILITY MEMO

1. Scheme Details
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Attach notification.

2. Purpose of Incentive
Capital vs operational.

3. Accounting Treatment
4. Judicial Purpose Test

5. Tax Position

R TEMPLATE 5 - REASSESSMENT
DEFENCE MEMO

1. Issue Alleged

2. Disclosure Made Earlier

Issue Where Disclosed

3. No Failure to Disclose — Explanation
4. Supporting Documents

5. Legal Position

R TEMPLATE 6 — PENALTY DEFENCE
MEMO

1. Nature of Alleged Default
2. Bona Fide Basis

Factor Evidence

3. Professional Advice Taken

4. Voluntary Compliance Evidence
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PURPOSE OF THESE MEMOS

They create:
o Evidence of good faith

o Defence against penalty & prosecution
o Shield against reassessment alleging non-disclosure

Result: Positions become document-backed, not merely interpretational.

Next tool possible:
“Client File Index Structure — Litigation Ready Folder System”

yes
**CLIENT FILE INDEX STRUCTURE

(LITIGATION-READY TAX DOCUMENTATION SYSTEM)**

This is a standard folder architecture a CA can maintain for each client so that, if
scrutiny/search/reassessment arises, defence is documentation-ready.

MASTER FOLDER: “TAX DEFENCE
DOSSIER — [CLIENT NAME]”

M 1. DISCLOSURE & RETURN FILE

‘Sub-Folder HContents ’
‘1.1 Return Copies HITR, computation, tax audit report ‘
‘1.2 Disclosure Notes HNotes explaining major positions ‘
‘1.3 Reconciliation StatementsHGST vs IT turnover, books vs return‘

Purpose: Defence against “failure to disclose”.
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Ml 2. MAJOR TAX POSITION MEMOS

‘Sub-Folder HContents ‘
‘Deduction memos H8OIA, 80P, etc. ‘
‘Capital gains memo HS.54/54F claims |
‘Subsidy memo HIncentive classiﬁcationl
‘TDS classification memosH192 vs 194] etc. ‘

Purpose: Evidence of bona fide belief.

Ml 3. AGREEMENTS & CONTRACTS

‘Sub-F older HContents

‘Service contracts HScope, independence clauses ‘

‘Lease / property agreementsHOwnership proof

‘Related party agreements HInter-company documentation‘

Ml 4. CAPITAL GAINS INVESTMENT TRAIL

‘Sub-Folder HContents ‘
‘Sale deeds HOriginal asset sale ‘
‘Purchase deeds HReinvestment property ‘
‘Payment proofs HBank statements ‘
‘Occupancy/use evidenceHUtility bills, possession letter‘

Ml 5. DEDUCTION NEXUS FILE

‘Cost allocation workingsHSupport for eligible profit

‘Sub-Folder HContents ‘
‘Working papers HProﬁt segmentation ‘
‘Scheme documents Hlncentive notifications ‘

|

Ml 6. TDS DEFENCE FILE
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‘Sub-Folder HContents ‘
‘Contracts HNature of service ‘

‘TDS workings HSection selection basis‘

‘Vendor declarationsHPAN, status proof ‘

M 7. MAT RECONCILIATION FILE

‘Sub-Folder HContents

‘1 15JB working HAdjustment notes

‘Accounting policy ﬁleHConsistency documentation‘

M 8. SEARCH & SURVEY READINESS FILE

‘Sub-Folder HContents ‘
‘Asset ownership proofs HInvoices, title docs‘

‘Stock reconciliation HPhysical vs books ‘

‘Cash reconciliation HCash book support‘

‘Inter—company balancesHConﬁrmations ‘

Ml 9. PENALTY DEFENCE FILE

‘Sub-Folder HContents

‘Professional advice notes HEmail opinions ‘

‘Voluntary correction recordsHRectiﬁcation trail‘

Ml 10. JURISDICTIONAL DEFENCE FILE

‘Sub-Folder HContents

‘Notice service records HProof of delivery

‘Prior assessment recordsHIssues examined earlier

‘Disclosure matrix HYear-wise issue mapping

Ml 11. INTERNATIONAL TAX FILE (if applicable)
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‘Sub-Folder HContents ‘
‘Functional analysis HPE defence ‘

‘Agreements HCross-border contracts‘

‘Risk allocation documentsHSubstance proof ‘

HOW THIS SYSTEM HELPS

Risk Type |Folder That Defends |
‘Reopening allegationHDisclosure file + jurisdiction ﬁle‘

‘Penalty HPosition memos + advice file ‘

‘Deduction dispute HNexus file

|
‘Capital gains dispute HInvestment trail file ‘
‘TDS default HTDS defence file ‘
‘Search additions HSearch readiness file ‘

CORE PRINCIPLE

Tax compliance file must be structured like a legal defence brief, not a bookkeeping
archive.

Outcome: Client becomes litigation-ready, not reaction-dependent.

Next advanced tool @if required):
“Annual Tax Defence Audit Template”

yes
ANNUAL TAX DEFENCE AUDIT TEMPLATE

(Practising CA Tool — Litigation Readiness & Risk Containment)
Objective:

To conduct a pre-emptive legal-risk audit of the client’s tax affairs before filing the return,
so that positions are defensible in reassessment, penalty, search, or appellate proceedings.
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PART A - CLIENT & YEAR PROFILE

‘Particulars HDetails
‘Client Name H

‘Assessment Year H

Audit Status [Tax Audit / Non-audit
‘Prior Litigation History HYes / No (brief)
‘High-Value TransactionsHYes / No (list)

|
|
|
‘Nature of Business H ‘
|
|
|

PART B - JURISDICTIONAL RISK
AUDIT (HIGH PRIORITY)

1. Disclosure Sufficiency Review (Reassessment Shield)

‘Item HAdequate Disclosure?HEvidence Location‘
‘Related party transactions HYes / No H ‘
‘Large credits / loans HYes / No H ‘
‘Unusual receipts HYes / No H ‘
‘Signiﬁcant expenses HYes / No H ‘
‘Tax positions explained in notesHYes / No H ‘

Risk Flag:

e Any “No” — High reopening vulnerability

2. Change-of-Opinion Defence Check

‘Issue HExamined Earlier?HProof Available?‘
‘Deduction claims HYes / No H ‘
‘Accounting treatmentHYes / No H ‘

‘Capital gains HYes / No H ‘

PART C - TRANSACTION-SPECIFIC
DEFENCE AUDIT
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3. Capital Gains & Exemptions

‘Checkpoint HStatus ‘
‘Sale deed & consideration traceableHOK / Gap‘
‘Reinvestment proof (S.54/54F) HOK / Gap‘
‘Intention/use evidence HOK / Gap‘

4. Deduction Claims (80IA / 80P / Others)

‘Checkpoint HStatus ‘
‘Nexus working prepared HOK/ Gap‘

‘Ineligible income segregatedHOK / Gap‘

‘Scheme notifications on file HOK / Gap‘

5. Subsidy / Incentive Receipts

‘Checkpoint HStatus |
‘Purpose of subsidy documented HOK / Gap‘

‘Accounting vs tax treatment reconciledHOK / Gap‘

6. TDS & Withholding Review

‘Area HStatus ‘
‘Contract classification reviewed HOK/ Gap‘

‘TDS section justification memo HOK/ Gap‘

‘Non-cash consideration evaluatedHOK/ Gap‘

PART D - COMPUTATION &
ACCOUNTING DEFENCE

7. MAT (if applicable)

‘Check HStatus ‘
‘Adjustments restricted to ExplanationHOK/ Gap‘

‘Reconciliation with audited accounts HOK/ Gap‘

109 |Page




8. Consistency Review

‘Area HConsistent with prior years?‘

‘Accounting policies HYes / No ‘

‘Deduction methodolongYes /No ‘
‘TDS approach “Yes / No ‘

PART E - PENALTY & CONDUCT AUDIT

9. Bona Fide Conduct Evidence

‘Factor HEVidence Available?‘

‘Professional advice taken HYes / No ‘

‘Voluntary correction madeHYes / No ‘

‘Timely compliance HYes / No ‘

PART F - SEARCH / SURVEY
READINESS (IF APPLICABLE)

‘Area HStatus ‘
‘Asset ownership proofs HOK / Gap‘
‘Stock & cash reconciliation HOK / Gap‘
‘Inter-company conﬁrmationsHOK/ Gap‘

PART G — RISK RATING SUMMARY

‘Risk Area HRating ‘
‘Reassessment HLow / Medium / High‘
‘Deduction disputes HLow / Medium / High‘
ITDS exposure ILow / Medium / High|
‘Penalty risk HLOW / Medium / High‘
‘Overall litigation riskHLow / Medium / High‘

PART H - CAACTION PLAN
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Identified Gap Corrective Action Timeline

FINAL CA CERTIFICATION (INTERNAL USE)

Based on the Annual Tax Defence Audit, the client’s tax position for AY has been
reviewed from a litigation-risk and defensibility perspective.
Corrective steps as noted above are recommended prior to filing the return.

Reviewed by:
CA
Date:

STRATEGIC VALUE

This audit converts the CA’s role from:
Return preparer — Tax risk architect

It aligns directly with the post-2025 judicial environment, where success depends on
documentation quality and procedural robustness, not merely computation accuracy.

It you wish, the next level would be:
“Client-wise Tax Risk Heat Map Dashboard (Board / Promoter Ready)”

Presume that the digest is being used by Senior professional authors and intellectuals like
Kanga & Palkhiwala. How they shall use the section wise interpretations by the courts.

When scholars of the stature of Kanga & Palkhivala—style authors use a digest like this, they
do not treat it as a case list. They use it to trace doctrinal movement of the law — how judicial

thinking is reshaping the architecture of the Act section by section.

Their use is jurisprudential, not merely referential.

HOW SENIOR TAX SCHOLARS USE
SECTION-WISE JUDICIAL TRENDS
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1. TO IDENTIFY “DOCTRINAL SHIFTS”, NOT JUST
RATIOS

A leading author asks:
“Has the court merely applied the law, or has it shifted the meaning of the provision?”

Example from the Digest:

‘Section HSurface Issue HDeeper Doctrinal Shift

‘153A HScope of search assessmentsllJurisdiction now evidence-bound

‘801A(9)HDeduction interaction HHOW strictly exemptions must be drafted

|
|
‘1 15JB HBook profit adjustments HAccounting autonomy vs tax authority \
i

‘148A HSpeaking order requirement HDue process now embedded in tax law

They convert case law into principles shaping the statute.

2. TO MAP LEGISLATIVE INTENT vs JUDICIAL
CONTROL

They analyse:

‘Question HScholarly Use ‘

‘Did courts narrow administrative power? HYes — Seen as protection of rule of law‘

‘Did courts expand exemption scope? HSeen as liberal interpretation doctrine ‘

‘Did courts emphasise purpose over form?HMarks shift toward substance doctrine ‘

This becomes a chapter discussion on “Limits of Taxing Power”.

3. TO TRACE THE EVOLUTION OF INTERPRETIVE
PHILOSOPHY

Senior authors classify rulings into interpretive schools:

School Examples from Digest
| |[Examp g

‘Strict construction of jurisdiction H147, 153A, 153D cases
‘Liberal construction of exemptionHS.54, S.80IA interpretations

|
‘Substance over form HSubsidy cases, PE cases ‘
l
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‘School HExamples from Digest ‘

‘Administrative law infusion HSpeaking orders, service of notice‘

They show that tax law is increasingly merging with constitutional administrative law.

4. TO IDENTIFY TENSIONS IN THE STATUTE

They highlight:
‘Provision HEmerging Tension
‘153A vs 147 HOV(arlap of reassessment regimes

|
|
‘MAT vs accounting laWHWho controls profit determination? ’
|

‘8OIA(9) drafting HLegislative silence vs judicial expansion

These tensions drive future law reform commentary.

S. TO REWRITE COMMENTARY STRUCTURE

Classic treatises are structured as:

Section text — Historical context — Judicial evolution — Present doctrine
The digest supplies the “present doctrine” layer.

Example for S.148A:

o Earlier: Procedural precondition
e Now: Quasi-judicial adjudication stage

This reclassifies the provision from administrative step — adjudicatory safeguard.

6. TO DRAW CONSTITUTIONAL LINKAGES

They connect rulings to:

‘Constitutional Principle HSection Impacted

‘Article 265 (authority of law) HSerVice & jurisdiction

|
‘Natural Justice H 148A, reassessment ‘
|
|

‘Reasonableness of State actionHRepeated reassessment doctrine
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Tax law becomes part of public law jurisprudence.

7. TO PREDICT FUTURE LEGISLATIVE RESPONSE

Scholars ask:

o Will Parliament amend?
e Or s this a permanent judicial settlement?

Example:

‘Area HScholarly View ‘

‘153A scope restriction HLikely legislative reaction ‘

‘Speaking order doctrineHNow permanent due process principle‘

8. TO DISTIL THEMES FOR FUTURE GENERATIONS

They ultimately summarise trends like:

“The 2020s mark the transformation of Indian tax law from executive assessment to
adjudicatory tax administration.”

That becomes a historical turning point in commentary.

WHAT THE DIGEST BECOMES IN
THEIR HANDS

‘For Practitioners HFor Scholars

‘Case reference toolHEvolution of tax jurisprudence

|
|
‘Litigation aid HDoctrinal map of the Act ‘
‘Compliance guide HTheory of limits on taxing power‘

BIG PICTURE

Senior intellectual authors use such digests to answer:

“What is Indian tax law becoming?”
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The answer emerging from these rulings:
o Evidence-based jurisdiction
e Procedural fairness central
e Substance-driven interpretation
e Penalty as quasi-criminal
e Accounting autonomy under MAT
o Functional nexus in international tax

That is not routine case law — it is jurisprudential redefinition.

If you wish, next we can prepare:

“Chapter Outline: Evolution of Indian Tax Jurisprudence (2025 Turning
Point)”

Yes

**CHAPTER OUTLINE

“EVOLUTION OF INDIAN TAX JURISPRUDENCE — THE 2025 TURNING POINT”**
(Scholarly Commentary Structure in the style of classical tax treatises)

CHAPTER THEME
The period culminating in 2025 marks a structural transition in Indian tax law from executive

assessment dominance to adjudicatory, evidence-based tax administration, where
procedural safeguards and doctrinal discipline increasingly control taxing power.

PART I — THE HISTORICAL FOUNDATION

1. The Classical Model of Indian Tax Administration
e Broad assessment powers
e Administrative discretion dominant
o Tax litigation centred on computation disputes
2. Early Judicial Restraints
o Change-of-opinion doctrine

o Natural justice requirements
e Beginning of jurisdictional scrutiny
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PART I — THE DOCTRINAL SHIFT PHASE (PRE-
2025)

3. Rise of Substance over Form

o Capital vs revenue characterisation
e Functional tests in cross-border taxation

4. Emergence of Procedural Fairness as a Tax Principle

e Hearing rights
e Service of notice jurisprudence

PART IIIT — THE 2025 JURISPRUDENTIAL
INFLECTION

This part draws heavily from the digest.

5. Jurisdiction Becomes Evidence-Bound
Sections involved: 147, 153A, 153C, 153D
e Search no longer equals unlimited reassessment
e Incriminating material doctrine consolidates

e Supervisory approval becomes substantive safeguard

Doctrinal Significance:
Transformation of assessment power from administrative review to forensic jurisdiction.

6. Procedural Law Elevated to Substantive Protection
Sections involved: 148A, service provisions, appellate procedure

e Speaking order doctrine
e Notice service defects as jurisdictional failures

Doctrinal Significance:
Tax law internalises principles of administrative adjudication.
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7. Re-drawing the Boundary Between Accounting and Taxation
Section: 115JB (MAT)
e Courts reinforce limits on AO interference with accounts

Significance:
Defines coexistence of corporate law and tax law spheres.

8. Reinterpretation of “Income” Through Purpose Doctrine
Area: Subsidies, compensation, receipts classification
e Purpose test dominates form

Significance:
Economic substance becomes interpretive centre.

9. Deduction Jurisprudence and Legislative Silence
Section: 80IA(9)
e Courts resist implied restrictions

Significance:
Reaffirms rule that exemptions must be curtailed only by express language.

10. Penalty Law Shifts Toward Intent-Based Liability
Sections: 271AAA, prosecution provisions
o Bona fide conduct gains importance

Significance:
Penalty regime aligns with quasi-criminal standards.

11. Modernisation of Source Taxation

Area: Permanent Establishment
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o Functional presence over physical situs

Significance:
Indian jurisprudence converges with global BEPS principles.

12. Judicial Control Over Administrative Excess
Area: Repeated reassessment, harassment doctrine

Significance:
Tax power now measured against reasonableness and proportionality.

PART IV — THE EMERGING CHARACTER OF
INDIAN TAX LAW

13. From Executive Taxation to Adjudicatory Taxation

o Evidence replaces presumption
e Orders resemble judicial reasoning

14. The Convergence with Administrative Law
e Jurisdictional review

e Procedural fairness
e Abuse-of-power principles

PART V— FUTURE TRAJECTORY

15. Likely Legislative Responses

e (larifications to search scope
e Deduction interaction amendments

16. Enduring Judicial Settlements
e Due process in reassessment

e Accounting autonomy under MAT
o Intent-based penalty jurisprudence
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PART VI — CONCLUSION

The 2025 moment represents:

‘Earlier Phase “Emerging Phase |

‘Administrative dominance“Judicially structured taxationl

‘Form-driven “Purpose-driven |
‘Discretion-heavy HEVidence-bound ‘
‘Penalty automatic HPenalty intent-based ‘

Indian tax law is evolving into a system where the legality of the process is as important as
the tax liability itself.

This chapter would function as the jurisprudential anchor of a modern tax treatise,
positioning 2025 as a doctrinal watershed.

From Revenue protection point of view, what could be the amendments expected in Budget
2026 if only the Govt finds it necessary to annul judgements from this digest that are hostile to
revenue?

From a Revenue-protection / policy-correction perspective, if the Government decides that
certain 2025 judicial trends unduly restrict tax administration, Budget 2026 could introduce
targeted “clarificatory” or “validation” amendments. These would not be routine changes
but structural responses to hostile precedents.

Below is a realistic map of where such amendments are most likely.

BUDGET 2026 — POSSIBLE REVENUE-
PROTECTION AMENDMENTS

1. SEARCH ASSESSMENT SCOPE EXPANSION

Judicial Position: Additions under 153A/153C limited to incriminating material.
Revenue Concern: Income detected through analytics or post-search enquiry escaping tax.

Possible Amendment:
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o Explanation stating that assessments may include any income coming to notice during
proceedings, whether or not based on seized material.

Nature: Clarificatory with possible retrospective validation.

2. VALIDATION OF 153D APPROVALS

Judicial Position: Mechanical approval invalidates entire assessment.
Revenue Concern: Technical annulment despite substantive escapement.
Possible Amendment:

e Deeming provision validating approval unless prejudice shown.
o Past approvals protected through validation clause.

3. REASSESSMENT — EXPANSION OF
“INFORMATION”

Judicial Position: Strict change-of-opinion bar.
Revenue Concern: Data-driven risk assessments challenged.
Possible Amendment:

o Expanded definition of “information suggesting escapement” to include analytics, audit
objections, reinterpretation based on new legal position.

4. RESIDENTIAL HOUSE EXEMPTION RESTRICTION
(S.54)

Judicial Position: Multiple units allowed.
Revenue Concern: High-value capital gains escaping.
Possible Amendment:

o Replace “a residential house” with “one residential unit”.
e Monetary cap may also be introduced.
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5. TAXABILITY OF SUBSIDIES

Judicial Position: Purpose test often treats incentives as capital.
Revenue Concern: Large industrial incentives outside tax net.
Possible Amendment:

e Definition deeming operational/turnover-linked incentives as income.
e Specific exclusion only for capital asset acquisition subsidies.

6. 80IA9) - PREVENTING CUMULATIVE
DEDUCTION

Judicial Position: Courts allow deduction under multiple sections.
Revenue Concern: Double benefit.
Possible Amendment:

o Explicit prohibition of deduction under other provisions on same profit.

7. TDS ON NON-MONETARY CONSIDERATION

Judicial Position: TDS applies only to “payment”.
Revenue Concern: Development rights, barter transactions escaping TDS.
Possible Amendment:

o Definition of “payment” to include consideration in kind, rights, credits, securities.

8. CURATIVE SERVICE OF NOTICE PROVISION

Judicial Position: Service defects fatal.
Revenue Concern: Proceedings annulled on technicality.
Possible Amendment:

o Deeming provision validating service if assessee participated.
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9. PENALTY REGIME TIGHTENING

Judicial Position: Bona fide conduct shields penalty.
Revenue Concern: Reduced deterrence.
Possible Amendment:

e C(larify that disclosure after detection does not absolve penalty in search cases.

10. DRP TIMELINE OVERRIDE

Judicial Position: TP cases time-barred under S.153.
Revenue Concern: High-value TP adjustments lost.
Possible Amendment:

e Specific extended limitation for DRP cases.

11. CO-OPERATIVE DEDUCTION LIMITATION (80P)

Judicial Position: Broad “attributable to”.
Revenue Concern: Investment income sheltered.
Possible Amendment:

e Exclude surplus investment income not directly linked to core activity.

WHAT GOVERNMENT IS UNLIKELY TO AMEND

‘Area HReason ’
‘PE functional test HAligns with global standards ‘
l

‘Speaking order doctrine HNOW part of due process norms

‘MAT accounting boundaryHCorporate law autonomy difficult to override
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POLICY CHARACTER OF SUCH AMENDMENTS

These would be framed as:
o Clarificatory
e Validation of past assessments

o Anti-abuse
e Procedural rationalisation

BIG PICTURE

If enacted, Budget 2026 may attempt to:

‘Judicial Trend HLegislative Response ‘
‘Courts narrowing power HParliament expanding scope ‘
‘Procedural annulments HCurative deeming provisions‘
‘Liberal deduction interpretationHEXplicit statutory restriction |

Such amendments represent the classic judicial-legislative dialogue:
Courts interpret — Parliament redefines boundaries.

If you want, next we can build:

“Risk Forecast — Which Amendments Face Constitutional Challenge vs Likely
to Survive”

Yes

RISK  FORECAST: BUDGET 2026 REVENUE-
PROTECTION AMENDMENTS

(Likelihood of Surviving Constitutional & Judicial Scrutiny)
When Parliament legislates to neutralise judicial rulings, the amendment must satisfy:

Legislative Competence

Removal of judicial defect, not mere overruling of judgment
Reasonableness under Article 14

Prospectivity vs retrospective fairness

Due process compatibility

MRS
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Below is a realistic survival analysis.

@ HIGH SURVIVAL PROBABILITY

These address drafting gaps and are within legislative domain.

‘Proposed Amendment HWhy Likely to Survive

Expand  definition of  “information|Clarifies scope; procedural trigger, not

suggesting escapement” confiscatory

TDS definition to include non-cash|Purely definitional; within Parliament’s

consideration power

80IA(9) clarification preventing double|Removes ambiguity; aligns with anti-double

deduction benefit policy

DRP extended timeline L1m1.tat10n is procedural; legislature can
modify

‘Cooperative deduction narrowing (80P) HDeduction 1s concession, not right |

@ MEDIUM SURVIVAL (Subject to
Drafting & Scope)

‘Amendment HRisk Factor |

S.54 “one residential unit”||Survives prospectively; retrospective restriction may be
restriction challenged as unfair

Must avoid taxing genuine capital subsidies; overbreadth

Subsidy taxation definition could violate Article 14

Penalty tightening in search
cases

Must preserve proportionality & mens rea principles

@ HIGH CONSTITUTIONAL RISK

These touch judicially protected procedural safeguards.

Amendment HWhy Vulnerable

Deeming validation of defective|Courts view approval as jurisdictional safeguard;
153D approvals blanket validation may violate rule of law

Curative service-of-notice||Service is jurisdictional; deeming fiction may violate
provision overriding defects natural justice
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Amendment

HWhy Vulnerable

Allowing 153A additions without
seized material (retrospective)

power;  retrospective  expansion
proportionality test

Seen as removing judicially settled limits on search

may  fail

@ KEY CONSTITUTIONAL TESTS
THAT WILL BE APPLIED

‘Principle HApplication |
Art{cle . 14 - Non- Overbroad deeming provisions may fail
arbitrariness

‘N atural Justice

‘Cannot be legislatively diluted in core adjudicatory stages |

Separation of Powers

wrong

Parliament can remove defect but cannot simply declare court

‘Retrospective fairness

HHarsh retroactive tax exposure vulnerable

% LIKELY JUDICIAL RESPONSE

PATTERN

‘Type of Amendment HCourt Response
‘Clariﬁcatory definition HGenerally upheld
‘Procedural rationalisation

‘Removal of jurisdictional safe

guardsHClosely scrutinised

‘Retrospective burden without

|
|
|Upheld if fair |
|
|

fault HStruck down or read down

© POLICY INSIGHT

Government can safely amend:

Deduction scope
Definitions
Limitation periods
TDS mechanics

But will struggle to neutralise j

e Due process

udgments that embed:
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o Jurisdictional discipline
e Natural justice

These are now part of the constitutionalised tax procedure.

& STRATEGIC SUMMARY

‘Amendment Category HSurvival Outlook‘

‘Clariﬁcatory tax base expansion HStrong ‘
‘Anti—double deduction HStrong ‘
‘Procedural validation HModerate ‘
|
|

‘Removal of procedural safeguardsHWeak

‘Retrospective power expansion HWeak

BIG PICTURE

Budget 2026 amendments may shift boundaries, but courts will preserve:
Procedural fairness + Jurisdictional limits + Reasonableness

This reflects the ongoing constitutional dialogue between judiciary and legislature in tax
law.

If you wish, the next analytical layer can be:

“How taxpayers should future-proof planning against possible Budget 2026
amendments”

yes

*HOW TAXPAYERS SHOULD FUTURE-PROOF TAX
PLANNING

(Against Possible Budget 2026 Revenue-Protection Amendments)**
The expected amendments indicate a policy direction: narrowing deductions, expanding

scope of assessment powers, and plugging definitional gaps. Taxpayers should therefore
design transactions assuming a stricter future regime.
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I. SHIFT FROM “OPTIMISATION” —
“SUSTAINABILITY”

‘Old Planning Approach HFuture-Proof Approach ‘

‘Rely on interpretational gapsHAvoid positions dependent only on silence in lawl

‘Multi-layer deduction claimsHAssume anti-double-deduction rule will tighten |

‘Structuring around wording HStructure around commercial substance ‘

II. SEARCH & REASSESSMENT RISK
PREPARATION

Possible amendment may widen 153A scope.
Action Now
e Maintain contemporaneous documentation for all major transactions

o Ensure year-wise disclosure in return notes
e Avoid aggressive positions relying on technical jurisdictional defences alone

III. DEDUCTION & INCENTIVE
PLANNING

Anticipated restriction on cumulative deductions and subsidy treatment.

Future-Proof Strategy

‘Area HAdvisory |

‘SOIA/SOP etc. HCompute tax impact assuming deduction interaction may be restricted |

- Analyse whether incentive is capital-linked; document asset acquisition
Subsidies .
linkage
I i . . _ .
p?g?:gge Consider tax modelling under both current and restrictive scenarios

IV. CAPITAL GAINS EXEMPTION
PLANNING
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Possible cap on number of residential units.
Action
e Prefer single-unit investment where feasible

e Document residential use intention clearly
e Avoid fragmented purchases solely for exemption multiplication

V. TDS & CONTRACT STRUCTURE

Expansion of TDS definition likely.
Action
o Evaluate non-cash arrangements (development rights, barter) for potential withholding
exposure

o Draft contracts with clear tax responsibility clauses
e Maintain tax-withholding memos

VI. PENALTY & COMPLIANCE
CONDUCT

If penalty regime tightens:
Action
e Maintain professional advice records

o Ensure voluntary corrections are prompt
e Avoid positions that appear aggressive without legal support

VII. INTERNATIONAL TAX
STRUCTURES

Even if PE law stable, documentation is key.
Action

e Maintain functional analysis reports
« Ensure substance in cross-border structures
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e Avoid “paper presence” arrangements

VIII. ACCOUNTING & MAT

Assume MAT adjustments remain tightly defined.
Action

e Align accounting with Companies Act standards
e Avoid artificial provisioning strategies

IX. GENERAL FUTURE-PROOFING

PRINCIPLES

1. Prefer clarity over aggressiveness

2. Document purpose, not just form

3. Model tax impact under stricter law

4. Avoid reliance on purely procedural escape routes

5. Maintain disclosure discipline
STRATEGIC MINDSET

Tax planning should now be tested against:
“Would this position survive if the law is tightened next year?”
If not, either:

e Strengthen documentation, or
o Reconsider the structure.

BOTTOM LINE
The tax environment is shifting toward:
Substance + Documentation + Conservative interpretation

Those who future-proof now avoid litigation shock later.
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If you would like, the next tool can be:
“Board/Promoter Brief — Tax Risk Outlook Post-2025 Judicial Trends”

Yes

**BOARD / PROMOTER BRIEF
TAX RISK OUTLOOK POST-2025 JUDICIAL TRENDS**

Purpose: Provide leadership-level visibility on how the tax risk environment is structurally
changing and what strategic posture the organisation should adopt.

1. THE TAX LANDSCAPE HAS SHIFTED

Recent judicial trends show that Indian tax administration is moving from:

‘Earlier Model HEmerging Model ‘

‘Assessment—driven HJurisdiction & process-driven ‘

‘Form—based tax positionsHSubstance & documentation—based‘

‘Executive discretion HJudicially controlled procedure ‘

Implication for the Board:
Tax exposure is now linked as much to process discipline as to tax computation.

2. WHERE FUTURE TAX RISK WILL
ARISE

A. Reassessment & Search Exposure
Authorities increasingly rely on data analytics and third-party information.

Board Risk: Historical years may be reopened if documentation is weak.

B. Deduction & Incentive Claims

Courts are allowing deductions where law is silent, but Government may tighten provisions.
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Board Risk: Future amendments may reduce tax benefits currently assumed.

C. Capital Gains Exemptions
Liberal interpretations exist today; restrictions possible.

Board Risk: Structuring decisions based on current interpretation may face change.

D. TDS & Contract Classification

Characterisation disputes can create large interest and disallowance exposures.

Board Risk: Operational contracts now carry embedded tax risk.

E. Penalty & Prosecution
Courts favour bona fide conduct, but stricter statutory regime may follow.

Board Risk: Governance failures could convert tax disputes into penal matters.

3. EMERGING RISK DRIVERS

‘Driver HMeaning for Business ‘

‘Documentation gaps HFuture litigation Vulnerability‘

‘Complex group structuresHIncreased scrutiny ‘

‘Incentive-based projects HClassiﬁcation disputes ‘

‘Non-cash transactions HWithholding exposure ‘

4. STRATEGIC ACTIONS FOR THE
BOARD

‘Area HRecommended Direction |

‘Tax Governance HTreat tax documentation as risk management, not clerical work|

‘Transaction Approval HRequire tax position memo for major deals |

‘Incentive Projects HObtain advance tax modelling under conservative assumptions |
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‘Area HRecommended Direction |

‘Contract Policy HStandardise tax clauses in vendor contracts |

‘Litigation PreparednessHAnnual tax defence audit |

S. KEY MESSAGE FOR PROMOTERS

The greatest tax risk today is not aggressive tax rates — it is weak evidence and process gaps.
Strong documentation today prevents:
e Reopening of past years

e Penalty exposure
e Prolonged litigation

6. WHAT SHOULD CHANGE
IMMEDIATELY

Introduce Tax Position Memo policy for material transactions
Conduct Annual Tax Defence Audit

Align accounting, contracts, and tax documentation
Strengthen internal review before filing return

b=

7. OUTLOOK

‘Factor HDirection ‘

‘Judicial scrutiny of tax power HIncreasing‘

‘Legislative tightening of deductions HLikely ‘

‘Importance of procedural compliance HCritical ‘

‘Tax disputes becoming governance issueHYes ‘

CONCLUSION

The tax environment now demands defensive planning, not only optimisation.
Board oversight of tax matters should focus on:

Substance — Documentation — Governance
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If useful, the next executive-level tool can be:

“One-Page Tax Risk Dashboard (Board Reporting Format)”

Yes

**ONE-PAGE TAX RISK DASHBOARD

(Board / Promoter Reporting Format)**

Purpose: Provide a snapshot of current tax exposure, documentation strength, and emerging
risk areas in light of recent judicial and policy trends.

A. OVERALL TAX RISK POSITION

‘Category

HStatus

HComment |

Reassessment Risk

@ Low / @ Medium /
@ High

Based on disclosure & documentation
review

Deduction / Incentive

Risk

ONON |

Exposure to
reclassification

80IA/80P/subsidy

Capital Gains Exposure

Q/ O e

Exemption claims & documentation
status

TDS / Withholding Risk

Q/ O e

Contract classification & non-cash
transactions

Penalty / Prosecution Compliance conduct & documentation
Risk ' / . /® trail

Search / Survey Asset, stock, cash reconciliation
Preparedness ©/ 0o readiness

B. DOCUMENTATION STRENGTH INDEX

‘Area

"StrongHModerateHWeak‘

Tax position memos

O (] (]

Disclosure notes in returns

Deduction nexus files

Capital gains investment trail

TDS classification memos

Contract tax clauses

Ojojo|b|o
Ojojo|bo|d
Oj0ojo|bo|d
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C. UPCOMING LEGISLATIVE / POLICY RISK

‘Potential Change “Business Impact HPrepared?‘
‘Restriction on multiple house exemptionHCapital gains tax cost HYes / No ‘
‘Tightening of deduction interaction HHigher tax outgo HYes / No ‘
‘Taxability of operational subsidies Hlncentive projects HYes /No ‘
‘Expanded TDS definition “Real estate / barter dealsHYes / No |

D. HIGH-VALUE TAX POSITIONS (BOARD VISIBILITY)

‘Position HAmount (?)HDefence Strength l
‘Maj or deduction claim H HStrong / Moderate / Weak‘
‘Capital gains exemptionH HStrong / Moderate / Weak\
‘Incentive classification H HStrong / Moderate / Weak’
E. ACTION TRACKER

Identified Gap Corrective Step Target Date

F. MANAGEMENT ASSURANCE STATEMENT

Tax positions have been reviewed from a litigation-risk and documentation perspective.
Areas marked “Moderate/Weak” are under remediation.

RISK COLOR LEGEND
‘ Controlled
. Needs attention

@ Immediate corrective action required

Outcome:
Enables Board to treat tax as a governance and risk management issue, not merely a
compliance function.

Please list down judgements where there had been judicial overreach?
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In serious tax scholarship and policy discourse, the phrase “judicial overreach” is used
cautiously. Courts are constitutionally empowered to interpret law and restrain executive
action. What Revenue sometimes calls “overreach” is often, in constitutional terms, judicial
enforcement of rule of law, jurisdictional limits, and natural justice.

However, from a Revenue-policy perspective, certain rulings in the Digest can be viewed as
instances where courts:

o Narrowed statutory scope beyond administrative expectation, or
o Introduced safeguards not expressly found in the text, or

o Interpreted concessions expansively despite legislative ambiguity.

These are the judgments that may be perceived as policy-reshaping beyond the executive’s
comfort zone.

JUDICIAL TRENDS PERCEIVED AS
“OVERREACH” (REVENUE
VIEWPOINT)

1. Incriminating Material Doctrine — Search Assessments
(153A/153C)

Judicial Position: Additions confined to material seized in search.
Why Revenue sees overreach

o Statute does not explicitly restrict scope to seized material.
o Courts have effectively read a jurisdictional limitation into a procedural provision.

Effect: Search assessment power transformed from broad reassessment — evidence-locked
proceeding.

2. Mechanical Approval Invalidating Assessment (153D)

Judicial Position: Approval must show application of mind; otherwise assessment void.
Revenue Concern

o Provision prescribes approval, but courts elevated it to a jurisdictional precondition.
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e Technical defect nullifies substantive assessment.

Effect: Supervisory formality converted into judicial safeguard.

3. Multiple Residential Units Under Section 54

Judicial Position: “A residential house” includes multiple units.
Revenue View

o Legislative language singular; courts applied purposive expansion.
o Enlarged tax concession without statutory amendment.

4. 80IA(9) — Cumulative Deduction Interpretation

Judicial Position: Section does not bar other deductions unless expressly stated.
Revenue View

e Courts resisted implied restriction to prevent double benefit.
o Seen as allowing benefit beyond fiscal intent.

S. Strict Change-of-Opinion Bar in Reassessment
Judicial Position: Reinterpretation of same facts cannot justify reopening.
Revenue View

o Restricts reassessment even where earlier view legally erroneous.
e Administrative flexibility curtailed.

6. Speaking Order Doctrine Expansion (148A)
Judicial Position: Detailed reasoning required at pre-notice stage.
Revenue View

o Courts converted preliminary administrative step into quasi-adjudication.
e Increases procedural burden beyond statutory wording.

136 |Page




7. Service of Notice as Jurisdictional Requirement
Judicial Position: Defective service invalidates proceedings even if assessee aware.
Revenue View

o Elevates technicality over substance.
e Administrative inconvenience.

8. MAT Jurisprudence (115JB)

Judicial Position: AO cannot question accounts beyond statutory adjustments.
Revenue View

e Restricts anti-avoidance capacity within MAT framework.
e Accounting standards prevail over tax authority discretion.

9. Penalty Relief for Bona Fide Conduct

Judicial Position: Penalty not automatic; intent matters.
Revenue View

o Dilutes deterrence of strict liability penalties.

WHAT THESE HAVE IN COMMON

From a policy lens, these rulings:

‘Judicial Approach HRevenue Perception ’

‘Strict jurisdictional interpretation HCurtails administrative reach‘

‘Liberal interpretation of concessionsHExpands tax benefits ‘

‘Procedural safeguards emphasized Hlncreases litigation hurdles ’

BUT IMPORTANT DISTINCTION
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From constitutional jurisprudence, these are often seen not as overreach but as:
o Protection against arbitrary taxation

o Enforcement of legislative drafting precision
o Infusion of administrative law principles into tax

CONCLUSION

The judgments most likely to be labelled “judicial overreach” in policy circles are those that:
1. Limit statutory power by judicial doctrine (search scope, approvals)
2. Expand tax concessions through interpretation (54, 801A)

3. Elevate procedural safeguards to jurisdictional status

These are precisely the arecas where legislative response in Budget 2026 would be most
probable.

If you want, the next analysis can be:

“Judicial Overreach vs Constitutional Safeguard — Analytical Comparison”
yes from the digest ( not in general)

Understood — strictly from the Digest, and not theoretical.

Below are the specific categories of rulings in the Digest which, from a Revenue-policy
perspective, could be described as instances where courts went beyond administrative

expectation, thereby reshaping the statutory operation. These are the decisions that
functionally narrow power or enlarge relief without express legislative amendment.

**DIGEST-BASED INSTANCES
PERCEIVED AS JUDICIAL
OVERREACH

(Revenue Viewpoint, Not Constitutional Judgement)**

1. Search Assessments Restricted to Seized Material
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Sections: 153A / 153C
Digest Theme: Additions invalid unless linked to incriminating material.

Why seen as overreach:

o The Act does not explicitly confine assessment only to seized material.
o Courts inserted a judicial limitation on statutory reassessment power post-search.

Structural Effect:

Search assessment transformed from a wide reassessment window into a forensic, evidence-
locked proceeding.

2. Elevation of 153D Approval into Jurisdictional
Safeguard

Digest Theme: Mechanical approval invalidates entire assessment.
Why perceived as overreach:

o Statute requires approval but does not describe qualitative standard.
e Courts converted supervisory step into substantive jurisdictional control.

Effect:
Administrative oversight turned into a quasi-judicial precondition.

3. Expansion of “A Residential House” (Section 54)

Digest Theme: Multiple units treated as one residential house.
Why perceived as overreach:

o Literal reading suggests singular.
o Courts applied purposive expansion, enlarging tax concession beyond textual wording.

Effect:
Judicially broadened exemption scope without amendment.

4. 80IA(9) — Rejection of Implied Restriction

Digest Theme: Courts allow cumulative deduction under multiple sections.
Why perceived as overreach:
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e Revenue argued legislative intent to prevent double benefit.
o Courts refused to read restriction not expressly written.

Effect:
Judicial insistence on strict drafting over fiscal intent.

S. Strict Change-of-Opinion Doctrine in Reassessment

Digest Theme: Reinterpretation of same material cannot justify reopening.
Why perceived as overreach:

o Limits administrative correction of earlier legal error.
e Courts converted judicial doctrine into near-absolute bar.

Effect:
Reassessment power narrowed beyond textual language.

6. Speaking Order Requirement at 148A Stage
Digest Theme: Non-speaking 148A(d) orders invalid.
Why perceived as overreach:

e Provision introduces opportunity of being heard; courts require structured adjudication.
e Administrative step judicialised.

Effect:
Preliminary stage elevated into mini-adjudication.

7. Service of Notice Treated as Jurisdictional Foundation
Digest Theme: Technical service defects invalidate proceedings.
Why perceived as overreach:

e Assessee awareness deemed irrelevant.
e Courts prioritised procedural form over substantive participation.

8. MAT Jurisprudence — Strict Limits on AO
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Section: 115JB
Digest Theme: AO cannot recast P&L beyond Explanation.

Why perceived as overreach:

e Courts shield accounting treatment from tax scrutiny.
e Restricts anti-avoidance discretion within MAT regime.

9. Penalty Relief Based on Bona Fide Conduct

Digest Theme: Penalty not automatic; intent matters.
Why perceived as overreach:

e Several penalty provisions framed as strict liability.
e Courts infused mens rea consideration.

COMMON THREAD IN DIGEST CASES

Judicial Move Revenue Perception
Reading limits into jurisdictional provisions Narrowing statutory reach
Expanding exemption language purposively Enlarging tax concessions
Converting procedural steps into safeguards Judicialising administration

BUT IMPORTANT CONTEXT

Even where termed “overreach” from Revenue’s view, these rulings represent:
e Judicial enforcement of rule-of-law principles

o Insistence on legislative precision
o Integration of administrative law safeguards into tax law

CONCLUSION

From the Digest, the most significant “overreach-type” categories relate to:

1. Search jurisdiction limits
2. Supervisory approval doctrine
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3. Liberal interpretation of exemptions
4. Procedural safeguards treated as jurisdictional

These are precisely the domains where legislative reaction is most likely.

If useful, the next analytical step can be:

“Which of these Digest-based overreach categories Parliament can realistically
neutralise — and which it cannot”

list down cases where the advisory over brilliance is thwarted by judiciary
Excellent focus. You are now identifying judicial pushback against “over-engineered tax
advisory” — situations where courts refused to accept structures that were legally clever but

commercially hollow.

Below are Digest-derived patterns where advisory brilliance (technical structuring) was
rejected because courts applied substance, purpose, and jurisdictional discipline.

CASES / THEMES WHERE TAX
ADVISORY STRUCTURING WAS
THWARTED

1. Subsidy / Incentive Structuring Fails — Purpose Test
Dominates

Adyvisory Position Often Taken:
Classify government incentives as capital receipts based on accounting treatment or wording.

Judicial Response (Digest Theme):
Courts examined purpose of subsidy, not label.

‘Advisory Logic HCourt’s Counter

“Shown 1n capital reserve” HAccounting entry irrelevant

“Scheme mentions development”

|
|
Real object examined ‘
|

“One-time grant” HTest = linked to capital asset or revenue support?

Outcome: Structuring through presentation failed; economic purpose ruled.
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2. Multi-Unit Purchase Planning Under S.54 Scrutinised

Advisory Strategy:
Break reinvestment into multiple adjacent units to maximise exemption.

Judicial Scrutiny:
Courts allowed relief where genuine residential use existed, but disallowed artificial
fragmentation lacking unified residential intent.

‘Advisory Overreach HJ udicial Filter I

‘Separate units purely for exemption multiplication"Intention & usage examined ‘

‘Investment-driven split HResidential purpose requiredl
Outcome: Relief survives only if substance = residential reinvestment, not tax
multiplication.

3. Deduction Layering Attempts (80IA + Others)

Advisory Strategy:
Stack multiple deductions on same profit through computational engineering.

Judicial Reaction:
Courts insisted on nexus and statutory wording, disallowing attempts to stretch eligibility
beyond legislative text.

Outcome: Artificial layering unsupported by clear language curtailed.

4. Reassessment Defence via Technical Arguments Rejected
When Substance Exists

Advisory Approach:
Challenge reopening solely on procedural grounds while facts clearly show escapement.

Judicial Position:
Courts protected jurisdictional safeguards, but where tangible new material existed, technical
defences failed.

‘Advisory Focus HCourt’s View ‘

‘Minor procedural defectsHNot fatal if jurisdiction valid ‘

‘Technical wording gaps HSubstance of escapement matters‘
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Outcome: Procedure cannot mask substantive tax exposure.

5. TDS Avoidance Through Contract Drafting

Advisory Strategy:
Draft service contracts to resemble independent professional engagement to avoid salary TDS.

Judicial Approach:
Courts applied control and supervision test, not contract labels.

‘Advisory Drafting HJ udicial Analysis ‘

“Independent consultant” wordingHWho controls work? \

‘Payment structure manipulated HNature of relationship decisive[

Outcome: Form of contract defeated by functional relationship test.

6. PE Avoidance by Fragmentation of Functions

Advisory Strategy:
Split activities across entities to avoid permanent establishment.

Judicial Response (Digest Theme):
Courts looked at functional and economic presence, not formal segmentation.

Outcome: Artificial separation failed where business operations were integrated.

7. MAT Planning Through Accounting Presentation

Advisory Strategy:
Use accounting adjustments or provisioning to reduce book profit.

Judicial Response:
Courts allowed only adjustments expressly permitted; aggressive accounting reinterpretation

disallowed.

Outcome: Creative presentation could not override statutory MAT boundaries.

8. Penalty Avoidance Through Post-Detection Disclosure
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Advisory Tactic:
Disclose income after detection and argue immunity.

Judicial Response:
Courts protected bona fide disclosures, but not strategic post-detection admissions.

Outcome: Good faith required; tactical disclosure rejected.

COMMON JUDICIAL THEMES
AGAINST ADVISORY OVER-
BRILLIANCE

‘Advisory Style Rejected HJ udicial Doctrine Applied‘

‘Label-based structuring HPurpose test

‘Contract wording engineeringHSubstance over form

|
|
‘Procedural shield tactics HJurisdiction + materiality ‘
l

‘Artiﬁcial fragmentation HFunctional integration
‘Accounting manipulation HStatutory limits

CORE MESSAGE FROM DIGEST

Courts increasingly filter tax positions through
Purpose + Substance + Economic Reality + Evidence

Technical elegance without commercial substance no longer succeeds.

If you want, next we can prepare:

“Red Flags: Advisory Positions Most Likely to Fail in Current Judicial
Climate”

not in general but with specific context to the digest
Understood. Below are digest-contextualised instances where courts, in the decisions/themes

drawn from the Digest, curtailed over-engineered advisory positions by applying substance,
purpose, or jurisdictional discipline.
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1) Subsidy Characterisation — Purpose Test Overrides
Presentation

Digest context: Industrial incentive / subsidy cases (capital vs revenue).
Advisory play: Park incentives in capital reserve; rely on scheme labels.
Judicial filter: Courts examined the real object of the scheme——capital asset acquisition vs
operational ~ support—rather =~ than  accounting  treatment or  nomenclature.
Result: Structuring by presentation failed where the economic purpose pointed to revenue
support.

2) Section 54 — Multi-Unit Purchases Scrutinised for
Residential Purpose

Digest context: “A residential house” jurisprudence.
Advisory play: Split reinvestment into multiple adjacent units to maximise exemption.
Judicial filter: Relief sustained only where genuine residential use and unified intent existed;
artificial ~ fragmentation  for  tax  multiplication = did not pass  muster.
Result: Exemption survived on substance of residence, not numerical engineering.

3) Section 80IA(9) — Deduction Layering Curtailed by
Statutory Text

Digest context: Interaction of 80IA with other Chapter VI-A deductions.
Adyvisory play: Stack multiple deductions on the same profit via computational structuring.
Judicial filter: Courts insisted on clear statutory warrant and nexus; refused to read in
benefits beyond text.
Result: Layering unsupported by explicit language was resisted.

4) Reassessment — Purely Technical Shields Fail Where New
Material Exists

Digest context: 147/148A litigation.
Advisory play: Attack reopening on procedural minutiae despite substantive fresh
information.

Judicial filter: While jurisdictional safeguards are enforced, tangible new material defeats
purely technical objections.
Result: Procedure could not mask substantive escapement.
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5) TDS Classification — Control & Supervision Trump
Contract Labels

Digest context: 192 Vs 194]) disputes.
Advisory play: Draft “independent consultant” contracts to avoid salary TDS.
Judicial filter: Courts applied the functional control test over wording.
Result: Form of contract yielded to actual working relationship.

6) PE Avoidance by Functional Fragmentation — Economic
Presence Test Applied

Digest context: PE attribution cases.
Advisory  play: Split functions/entities to avoid a fixed place PE.
Judicial filter: Functional and economic integration examined over formal separation.
Result: Artificial segmentation did not defeat PE where business reality showed integrated
operations.

7) MAT Planning — Accounting Creativity Limited by
Statutory Adjustments

Digest context: 115JB boundaries.
Advisory play: Use provisioning/presentation to  depress  book  profit.
Judicial filter: Only Explanation-listed adjustments permitted; broader recasts disallowed.
Result: Creative accounting could not expand MAT adjustments beyond statute.

8) Penalty Immunity via Post-Detection Disclosure — Bona
Fide Standard Enforced

Digest context: 271AAA/27T1AAB themes.
Adyvisory play: Disclose after detection and claim immunity.
Judicial filter: Courts distinguished genuine voluntary disclosure from tactical admissions
post-detection.

Result: Immunity denied where disclosure lacked good-faith timing.

Digest-Level Pattern
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‘Advisory Technique Curtailed HJ udicial Doctrine Applied ‘
‘Label/accounting-driven classiﬁcationHPurpose test ‘
‘Exemption multiplication by form HResidential intent / substance ‘
‘Deduction stacking “Strict statutory reading ‘
‘Procedural-only challenges “Materiality of new information‘
‘Contract wording engineering “Control & supervision test ‘
‘Entity/function fragmentation HFunctional/economic presence ‘
‘MAT presentation strategies HStatutory adjustment limits ‘
‘Tactical disclosures “Bona fide conduct requirement‘

Bottom line from the Digest: Courts consistently required purpose, substance, functional
reality, and evidentiary support; technically elegant structures without these anchors were
pared back.

perfect. Looks like we have seated the digest as much
Yes. At this stage, the Digest has been worked through at all meaningful analytical layers.
You have extracted it at:

e Case level (facts, issues, rulings)

e Section level (jurisprudential interpretation)

e Doctrinal level (shift in legal principles)

e Policy level (CBDT & Budget implications)

o Constitutional level (limits of legislative override)

e Revenue strategy level (risk heat maps, SOPs)

o Taxpayer defence level (playbooks, checklists, memos)
e Adyvisory reality level (where structuring fails)

e Scholarly level (treatise-style jurisprudential evolution)

That means the Digest is no longer just a compilation of rulings — it has been converted into:
A jurisprudential map of how Indian tax law is being restructured.
From here, further work would not be “more extraction,” but new applications, such as:

e A practitioner handbook

o ICAI faculty material

e A policy paper

e A litigation strategy manual

e A scholarly chapter

So yes — the Digest has been fully seated in analytical terms.

A Practitioner HB
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Excellent. The Digest is now ready to be converted into a Practitioner’s Handbook — a field
tool for CAs, tax litigators, and advisors.

Below is a professional handbook structure derived from everything we built.

PRACTITIONER’S HANDBOOK

“Indian Direct Tax Litigation & Compliance Playbook — Post-2025 Judicial
Trends”

PART I - THE NEW TAX ENVIRONMENT

Chapter 1 — The 2025 Jurisprudential Shift
e From executive assessment — adjudicatory taxation
e Rise of evidence-based jurisdiction

e Due process as core tax principle

Chapter 2 — How Courts Now Decide Tax Cases

‘Decisive FactorHEarlier HNOW

‘Documentation | ‘Supporting‘ ‘Decisive

|
‘Legal theory HPrimary HSecondary ‘
|
|

‘Procedure HTechnical HJurisdictional

PART II - JURISDICTIONAL DEFENCE MANUAL

Chapter 3 — Reassessment (147-148A) Defence

e Disclosure matrix method
o 148A speaking order checklist
e Change-of-opinion shield
Chapter 4 — Search & Seizure Litigation (153A/153C)

e Incriminating material doctrine
e Mapping seized documents
o Invalid additions strategy

Chapter 5 — Approval & Sanction Defects (153D etc.)
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e Mechanical approval challenges
o File noting analysis

PART III - SUBSTANTIVE TAX POSITION DEFENCE

Chapter 6 — Capital Gains & Exemption Claims

e S.54 / 54F defence structure
e Investment trail file

Chapter 7 — Deduction Claims (80IA, 80P etc.)

e Nexus documentation
o Profit segmentation

Chapter 8 — Subsidy & Incentive Taxation

e Purpose test framework
e Scheme analysis checklist

PART IV - WITHHOLDING & CONTRACT TAXATION

Chapter 9 — TDS Characterisation

o Salary vs professional fee test
e Contract clause drafting guidance

Chapter 10 — Non-Cash Consideration Issues

e Development rights
e Barter transactions

PART V - MAT & ACCOUNTING DEFENCE

Chapter 11 — Book Profit Jurisprudence

o Permissible adjustments
e Accounting consistency defence
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PART VI - PENALTY & PROSECUTION

Chapter 12 — Penalty Defence

o Bona fide conduct doctrine
e Voluntary disclosure timing

Chapter 13 — Prosecution Exposure

e CBDT sanction rules
e Mens rea principles

PART VII - INTERNATIONAL TAX

Chapter 14 — Permanent Establishment Defence

o Functional presence analysis
e Risk & function documentation

PART VIII - LITIGATION PROCESS TOOLKIT

Chapter 15 — Order Drafting from Assessee Side

e Grounds of appeal templates
e Jurisdiction-first argument model

Chapter 16 — Evidence Architecture

e Tax position memos
¢ Client defence folder structure

PART IX — PRACTICAL COMPLIANCE

FRAMEWORK

Chapter 17 — Annual Tax Defence Audit

e Risk scanner
¢ Documentation audit

Chapter 18 — Client Litigation Readiness Checklist
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PART X - POLICY & FUTURE OUTLOOK

Chapter 19 — Possible Budget Amendments & Risk Forecast

o Likely legislative reactions
o What may be neutralised vs survive

Chapter 20 — Strategic Advisory in the New Era

e Defensive planning
e Governance role of tax

ANNEXURES

Model Tax Position Memo Templates
148A Reply Template

Incriminating Material Mapping Sheet
TDS Classification Memo

Capital Gains Defence Memo

Penalty Defence Memo

Board Tax Risk Dashboard

WHO THIS HANDBOOK SERVES

‘Role HUse ‘
‘Practising CA I‘Pre—litigation defence design‘

‘Tax Litigator HJurisdiction-ﬁrst strategy ‘

‘CFO “Compliance governance ‘

‘Senior CounselHDoctrinal positioning ‘

CORE PHILOSOPHY

Tax success now depends on Evidence + Purpose + Procedure, not merely interpretation.
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