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EXECUTIVE PROGRAMME
TAX LAWS

This paper consists of two parts, namely Direct tax and Indirect tax. The tax that is levied directly on the income 
or wealth of a person is called Direct tax. Indirect taxes were the taxes levied on goods and services on the basis 
of production, sale or purchase of goods or provision of services in the form of import and export duty, excise, 
customs, entertainment tax, electricity duty, tax on passenger fares and freight etc. and now Goods & Services 
Tax levies on supply of goods and/or services.

The purpose of this study material is to impart conceptual understanding to the students of the provisions of 
the direct tax laws (Income Tax) and indirect tax laws (GST and Customs) covered in the Syllabus. This study 
material has been published to aid the students in preparing for the Tax Laws paper of the CS executive 
Programme. It is part of the educational kit and takes the students step by step through each phase of preparation 
stressing on key concepts, pointers and procedures. Company Secretaryship, being a professional course, the 
examination standards are set very high, with emphasis on knowledge of concepts, their applications, 
procedures under the tax laws and case laws therein, for which sole reliance on the contents of this study 
material may not be enough.

It therefore becomes necessary for every student to constantly update himself with the various changes made 
as well as judicial pronouncements rendered from time to time by referring to the institute’s journal ‘Chartered 
Secretary’ and ‘Student Company Secretary e-bulletin’ as well as other law/professional journals on tax laws. 
ICSI also brings out a monthly ICSI-GST Newsletter, dedicated solely to updates, current affairs and other 
reading material under the novel Goods and Services Tax regime.

Besides, as per the Company Secretaries Regulations, 1982, students are expected to be conversant with the 
amendments to the laws applicable for relevent examination.

The legislative changes made upto July 31, 2021 have been incorporated in the study material. However, it may 
so happen that some developments might have taken place during the printing of the study material and its 
supply to the students. The students are therefore, advised to refer to the e-bulletin and other publications for 
updation of the study material.

Although due care has been taken in publishing this study material, the possibility of errors, omissions and/or 
discrepancies cannot be ruled out. This publication is released with an understanding that the Institute shall 
not be responsible for any errors, omissions and/or discrepancies or any action taken in that behalf. Should 
there be any discrepancy, error or omission noted in the study material, the institute shall be obliged if the same 
is brought to its notice for issue of corrigendum in the e-bulletin ‘Student Company Secretary’.

The study material contains a Model test Paper at the end. This is for practice purpose only, and not to be sent 
to the Institute.

From December 2019 session onwords, the Institute conducted the examination for this paper under new 
syllabus in Optical Mark Recognition (OMR) format.



The subject of tax laws at CS executive level is divided into two parts with equal weight age of marks.

Part I – Direct Tax (50 Marks)

Part II – Indirect Tax (50 Marks)

Income Tax Act, 1961 provides for levy, administration, collection and recovery of income tax.  it provides 

progressive rate schedule, exemption limits, and incorporates number of incentive provisions. it provides sound 

tax system. rate schedule & exemption limits are prescribed by Finance act.

Indian tax legislative and judicial environment is constantly evolving, along with globalization, economic shifts, 

and operational adjustments. Businesses are faced with a tax regime with greater complexities and challenges, 

nonetheless moving towards a globally cohesive tax world. Now, more than ever, businesses must have an 

ongoing system for adapting to and staying on top of these complex changes.

by the CBDT / CBEC to implement the provision of the Act, clarifying the scope of the provision.

The part I of the study material is related to direct taxes and comprises of total 10 lesson. the broad coverage of 

the lessons is summarized in the below chart.

Exempt Income 
[Lesson 3] 

Computation of Income under Various Heads 
[Lesson 4]

Clubbing provisions and Set Off and / or 
Carry Forward of Losses [Lesson 5] 

Deductions from Gross Total Income & Rebate and 
Relief  [Lesson 6] 

Procedural Compliance [Lesson 9] 

Assessment, Appeals & Revision [Lesson 10] 

Direct Taxes at a glance 
[Lesson 1] 

Computation of Total Income and Tax 
Liability of various entities [Lesson 7] 

Classification and Tax Incidence on Companies 
[Lesson 8]



ROLE OF COMPANY SECRETARIES IN DIRECT TAX

The Company Secretaries as experienced tax professionals can assist in resolving various challenges such as 

many others. the Company Secretaries can provide with an insight into how to best work to meet the business 

needs.

The following are the key important areas under the direct tax regime where a Company Secretaries can play a 

vital role.

 Corporate taxation is an essential aspect of doing business in india and its importance cannot be 

undermined. The Company Secretaries can provide the corporate tax advisory services in the following areas:

Assisting an entrepreneur in establishing business

Expanding into new sectors

Planning a heavy capital outlay in the existing business

Ensuring that the tax function is aligned with the business plan

Assessing the impact of any tax and regulatory changes/ amendments

 As the complexities of businesses increase, the amount of time spent by professionals in 

cracking up the law codes increases. However, tax and regulatory systems of even the most developed countries 

cannot keep pace with the developments across each industry as businesses emerge day by day. these also 

bring out the requirements for new compliances and the challenges of meeting them every single day. More 

Advising on withholding tax obligations on payments

Tax diagnostic reviews



Enhancing ERP systems to meet tax management requirements

Tax implications on payments (local or overseas) to a host of parties

Reporting of multilayered tax issues

 the Company Secretaries can also represent the client before appellate authority at 

various levels.

Representation before the income tax and withholding tax authorities

Providing corporate tax litigation assistance, including representation services

Obtaining advance rulings and opinion from senior counsels

Indirect Taxes are the taxes levied on goods and services on the basis of production, sale or purchase of goods 

or provision of services, in the form of Import and Export duty, Excise, Eales Tax, Value Added Tax (VAT), Service 

Tax, Entertainment Tax, Electricity duty, Tax on passenger fares and freights etc. they are called Indirect Taxes 

as the burden of tax is passed on to the consumer unlike direct taxes which are supposed to be borne by the 

persons on whom these taxes are levied.

Broadly, the earlier indirect tax regime can be looked at from the point of view of Central and State laws. For the 

Central Government, Central excise, Customs and Service Tax were the three main components of Indirect 

Taxes. Similarly, for the State Governments, Value Added Tax and Central Sales Tax were major taxes along with 

Octroi, entertainment Tax etc.

The taxation reforms in india go back right from liberalization and globalization in the early 1990s to the recent 

Goods and Services Tax (GST). Goods and Services Tax is one of the most comprehensive single tax reforms of 

independent india. GST is a comprehensive Indirect tax levied on goods as well as services at the national level. 

It consolidated multiple indirect tax levies into a single tax thus subsuming an array of tax levies. However, 

Basic Customs duty continues to be levied on imports.



(1)  Central Goods and Services Tax Act, 2017

(2)  Integrated Goods and Services Tax Act, 2017 

(3)  State Goods and Services Tax Act, 2017

(4)  Union Territory Goods and Services Tax Act, 2017

(5)  Goods and Services (Compensation to States) Act, 2017

The  study material broadly covers an overview of the GST Acts focusing upon the following key topics

– Basics, registration, returns, Payments, Composition Scheme, Concept of Supply, Reverse Charge Mechanism 

and other aspects of GST. The purpose of this study material is to impart conceptual understanding to the 

students of the provisions of the novel Indirect Tax Laws along with an overview of provisions of Customs.

Company Secretaries, who practice in almost all the branches of law and possess a robust understanding on 

accounting, are competent professionals to handle the regulatory compliance under the GST laws. They are 

comprehensively. Company Secretaries are already acting as extended arms of the regulatory mechanism and 

are well equipped to partner in the tasks under GST regime to facilitate the stakeholders in GST preparedness 

by extending their needful services.

Role 
of CS 

Planning, 
compliances 

Employment 
with 

Corporates-
dealing with 

Indirect taxes 

Representation 
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Tribunals/Courts 

GST 
Practitioner 
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The students are expected to gear up to enhance their perceptive knowledge and involve in capacity building 

initiatives. They must make the best use of this opportunity to augment their professional ambit in future under 

circulars. It is thus expected of the student to be regularly updated about the developments taking place under 

the Law.



EXECUTIVE PROGRAMME 

1.   Background  of  Taxation  system in  India;  Vital Statistics; layout; Administration.

Act, 1961; Distinction between Capital and Revenue receipts and expenditure; Residential Status & Basis 

of Charge; Scope of Total Income; Tax Rates.

 Incomes not included in total income; Tax holidays.

Income from Salary; Income from House Property; 

 Income of other persons included 

in Assessee’s Total Income; Aggregation of Income; Set off and / or Carry forward of losses.

 Deductions  in respect of certain payments; 

under CSR activities; Rebates and Reliefs.

 Individual; Hindu undivided 

Family ‘HUF’; Alternate Minimum Tax (AMT); Partnership Firm / LLP; Co-operative Societies; Association 

of Person ‘AOP’ and Body of Individual ‘BOI’; Political Parties; Electoral Trusts; Exempt Organization – 

Registration u/s 12A/ 12AA;

 Computation of taxable income and tax liability of 

Company; Dividend Distribution Tax; Minimum Alternate Tax ‘MAT’; Other Special Provisions relating to 

Companies; equalization levy.

 Permanent account Number ‘PAN’ / Tax Collection account Number ‘TAN’; Tax 

Deduction at Source ‘TDS’ & Tax Collection at Source ‘TCS’; Advance Tax & Self Assessment Tax ‘SAT’; 

Returns, Signatures, E-Filing; Fee and interest for default in furnishing return of Income; Collection, 

Recovery of Tax, Refunds.

 Assessment; Types of Assessment; Appeals; Revisions; Search, 

Seizure, Penalty and Offences.



 Background; Constitutional Powers of Taxation; Indirect Taxes in 

Existing Tax Structure.

Basics Concept and Overview of GST; Constitutional Framework 

of GST; GST Model – CGST /IGST / SGST / UTGST; Taxable Event; Concept of supply including Composite 

and Mixed Supply; Levy and Collection of CGST and IGST; Composition Scheme & Reverse Charge; 

Exemptions under GST.

 Basic Concepts of Time and Value of Taxable Supply; 

Basics Concept of Place of Taxable Supply.

 Registration; Tax Invoice, Debit & Credit Note, Account and Record, 

Electronic Way Bill; Return, Payment of Tax, Refund Procedures; Audit.

 Overview of Customs Law;  Levy  and Collection of Customs Duties; Types of 

Administration of Customs Law;  Import and Export  Procedures; Transportation,  and Warehousing; Duty 



LESSON WISE SUMMARY 
TAX LAWS

In the present time, taxation is not just a means of transferring money to the government to spend it for meeting 

the public expenditures or raise revenue to the government, but taxes have become beside that, as a tool for 

redistribution of income and wealth in the society. It also serves as a means of economic development and plays 

upon its citizens, through levying of taxes.

The coverage of the lesson would include:

Taxes – Types of taxes and its characteristics, objectives

The Canons of Taxes

Direct v/s Indirect Taxation

The Background of Indian Taxation System and its structure

Tax Administration

The Vital Statistics and layout of tax

Taxes are broadly divided into two parts i.e. Direct Taxes and Indirect Taxes. The tax that is levied directly on the 

income or wealth of a person is called Direct Tax. Income tax is one of the forms of direct taxes. The levy of 

income tax in India is governed by the Income Tax Act, 1961 and Income Tax Rules, 1962. It is charged on the 

total income and to derive the total income one must know certain concepts of the income tax act, such as 

residential status, assessment year, previous year, assessee etc.

Income tax is leviable on the taxable income and to determine taxable income, ascertainment of the residential 

status of the person and scope of total income are required at an initial level. There are two types of taxpayers 

from residential point of view - Resident in India and Non-resident in India. Sourced based income in india is 

taxable in india whether the person earning income is resident or non-resident. Conversely, foreign sourced 

income of a person is taxable in india only if such person is resident in India. Therefore, the determination of 

The coverage of the lesson would include:

Overview of Finance Bill

Some basic concepts like Assessment Year, Previous Year, Income, Person, Assessee,

Distinguish between Capital and Revenue receipts etc.

Basic steps in the calculation of Tax Liability.

 Be able to determine the residential status of a person

Be aware of the importance of residential status for tax purposes

The scope of Total Income

The Rates of tax



Tax is calculated on the income earned in the previous year. For providing relief to the tax payers from payment 

of tax, income tax law contains certain provisions relating to exemption and deduction. Exempted income 

means the income which is not charged to tax. Under income tax act, section 10 provides for incomes which are 

exempted from levy of income tax for example Scholarship etc. Further, deduction means the amount which 

of certain conditions. For example, deduction for payment of donations under section 80G. This lesson deals 

with incomes which do not form part of total income.

The taxability of income of a person depends on the chargeability of such income under the Income Tax Act 

1961. The total income of an assessee (subject to statutory exemptions) is chargeable under Section 4(1). The 

the heads of income under which the income of an assessee will fall. The rules for computing income and the 

permissible deductions under different heads of income, are dealt in different sections of the Act.

The coverage of the lesson includes the heads of income (as mentioned below), along with their corresponding 

set of sections for the purpose of computation of income.

In addition to the general provisions which are applicable for computation of total income, there are special 

provisions in Sections 60 to 65 of the income-tax act which provide for inclusion of income of other persons in 

the total income of assessee. The special provisions contained in these sections are designed to counteract the 

various attempts of an individual for avoiding or reducing his liability to tax by transferring his assets or income 

to other person(s) while, at the same time, retaining certain powers or interest over the property or it’s income. 

the second part of this lesson provisions for set-off and carry forward of losses are discussed.



The aggregate of income computed under each head, after giving effect to the   provisions for clubbing of income 

and set off of losses, is known as “Gross Total Income”. Sections 80C to 80U of the Income-tax Act lay down the 

provisions relating to the deductions allowable to assessees from their gross total income.

The coverage of the lesson would include:

The type of deductions allowable from gross total income

The permissible deductions in respect of payments

The permissible deductions in respect of incomes

Deductions allowable in the case of a person with disability.

The provision related to rebate & relief.

reference to the provisions of the income tax laws in the following manner.

Income under the Head:

Income from Salaries

+ Income from House Property

+ Capital Gains

+ Income from Other Sources

+ Clubbing of income

–  Set off and carry forward of losses

–  Deductions under section 80C to 80U (or Chapter VIA)

 

XXX 

XXX 

XXX 

XXX

XXX

XXX

(XXX) 

XXX

 (XXX)

XXX

The coverage of the lesson would include the income tax treatment with relation to individual, Hindu undivided 

Families (HUF), Firms, Associations of Persons and Co-operative Societies is being discussed. The Tax 

implications, rates of tax and other issues relating to the above persons have been discussed elaboratory.

In the previous lessons we have learn the tax provisions of persons not being the company. Here, we will go 

through the income tax provisions of corporate entity.

The coverage of the lesson would include:

The constitutional provisions for companies with regard to Income tax,

Domestic and Foreign Companies,

Provisions of Minimum Alternate Tax



Taxation of Dividend

Provision related to Equalization Levy

 – Buyback of Shares listed on recognized Stock exchange

 – Conversion of an Indian Branch of a foreign company into an indian subsidiary company

 – Taxation aspects related to Conversion of Company into an LLP

 – Tax liability of company in the event of liquidation

 – Taxation of Share Premium

 – Taxation aspects of Amalgamation, Mergers and De-mergers

The Income-Tax Act provides for collection and recovery of income-tax in the following ways, namely:

Deduction of tax at source

Advance payment of tax

Self-assessment  of tax

Payment made after the assessment of tax.

Once the tax is deducted, it is duty to deposit the same to the credit of the Central Government under prescribed 

procedures stated under the Income Tax Act, 1961. in this chapter TDS related aspects of the income tax act 

have been discussed at length with special emphasis on e-TDS and other relevant issues.

The coverage of the lesson would include

The provisions related to tax deducted at source and tax collected at source

The rates of tax deduction at Source ‘TDS’ and Tax Collection at Source ‘TCS’

The due dates for payment of TDS and TCS and Advance Tax

The provision related to Returns, e-Filing, Signature

Fee and Interest

The  provisions of the Income-Tax Act  contained in Sections 117 to 136 specify the procedure relating to the 

appointment of the various income-tax authorities, their powers, functions, jurisdiction and control. the 

income. Section 139 of the Act contains the relevant provisions relating to the furnishing of a return of income. 

On the basis of return of income the Income Tax Authority makes the assessment.

The coverage of the lesson would include:

The various Income-Tax authorities, their powers, functions, jurisdiction and control.

The types of assessment

The income-tax act provides for various remedies to an assessee on completion of the assessment. the main 

these remedies work in different areas. However, strictly speaking the remedies are not alternative to each 

other but at times more than one remedial proceeding may be used as complimentary to each other so as to 

achieve the best results.



The right to appeal arises where the taxpayer is aggrieved by the order passed by the income-tax authority. the 

coverage of the lesson would also include :

The provisions related to offence and penalties

Chapter 11 contains the Constitutional powers of taxation and an overview of indirect taxes in india along with 

pre GST Tax structure and its shortcomings. It also lays an overview of administration of indirect taxation in 

India and the existing tax structure.

Erstwhile Indirect taxes consisted of various laws at Central and State level including VAT, Excise, Service tax 

etc. which had some challenges that were required to be addressed like multiplicity of taxes and their cascading 

effects.

Goods & Services Tax (GST) brought a single tax regime which got levied on supply of goods or services or both 

thereby overcoming the gaps of previous Indirect Tax Laws. Various Constitutional amendments have been 

made to enable Centre and States to levy GST simultaneously and new articles got inserted.

The chapter covers basics of GST and GST models including CGST / IGST / SGST / UTGST, supply which is the 

taxable event under GST. It is to be noted that supply can be of two types i.e., Composite and Mixed Supply. In a 

Composite supply, the goods are naturally bundled. The chapter contains the levy and collection of CGST and 

IGST under the GST law and broad rates prescribed therein.

Composition Scheme is a scheme wherein GST is not collected from the recipients / customers subject to a 

prescribed threshold turnover. In a composition levy, the supplier cannot himself take Input Tax Credit. Under 

Reverse Charge, the recipient pays the GST on the supply on behalf of the supplier. Exemptions under GST may 

be by General or by Special Order.

The chapter comprises of basic concepts of Time and Value of Taxable Supply. Taxable event is the point which 

gives rise to taxability and the point of levy is determined by Time of Supply and thus Value of supply determines 

value on which GST is payable. Valuation includes determining the value on which GST is payable by following 

the Valuation rules and principles, contained in the GST law.

Basic concepts of Place of Taxable Supply include intra-State and inter-State Supply as well as determining the 

place of supply under various situations. When the location of supplier and the place of supply are within the 

same state, it is an intra-State Supply, and if these are in different states, then it is inter-State supply.

Integrated GST, Central GST, State GST or Union Territory GST paid on inward supply of inputs, capital goods and 

services are called input taxes and its credit is Input Tax Credit (ITC). Company which distributes the Input Tax 

Credit to various units on the basis of their previous year turnover is called Input Service Distributor. There is 

no offset of ITC available between the CGST and the SGST.

GST is a consumption based tax levied on the basis of the “Destination principle.” It is an inclusive tax regime 

covering both goods and services, to be collected on value-added at each stage of the supply chain.



Procedural Compliances include the terms for eligibility of compulsory and voluntary registration and the 

persons exempt from registration and procedure thereby. The Chapter explains the concept of tax invoices, 

debit & Credit Note including cases where delivery Challan or Bill of Supply is needed instead.

The Act prescribes the accounts and records that an assessee should maintain. Electronic way Bills have been 

introduced under the GST law for movement of goods. Under GST, various monthly, quarterly and annual returns 

audit under GST - General and Special. Refund Procedures are contained in the given Chapter.

The President of india gave assent to the following four Acts, related to GST:

Central Goods & Services Tax Act, 2017

Integrated Goods & Services Tax Act, 2017

Union Territory Goods & Services Tax Act, 2017

Goods & Services Tax (Compensation to States) Act, 2017

Apart from these, every State has its own State GST Act. Delhi and Puducherry are two union territories but 

UTGST Act, governing GST for union territories shall not be applicable there as they have their own State 

legislature and Government. State GST would be applicable in their case.

IGST Act, 2017 governs integrated Goods & Services Tax, which is levied and collected by the Centre on inter- 

State supply of goods and services including imports into India and supplies made outside India along with 

supplies to / from SEZs.

The GST (Compensation to States) Act, 2017 ascertains the amount of compensation that shall be payable by 

Goods and Services Tax. The Act provides for calculation and ascertainment of base year, projected growth rate, 

compensation to be paid etc.

With the implementation of GST law, the Basic Customs duty is still levied on imports with other additional 

duties being subsumed under GST.

The basic and overview of Customs Act is contained in Chapter 17 which consists of provisions for levy and 



The Chapter also covers of import and export Procedures, provisions for transportation and Warehousing and 

for refund and demand as well as recovery.
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 TAXES - AN INTRODUCTION

taxo

 Genesis

 Rational to levy Taxes 



3Lesson 1  Direct Taxes – At a Glance

 Prof Seligman 

Bastable 

Deviti. De Marco  

Hugh Dalton 

Jom Bouvier 

 Trussing

 CHARACTERSTICS OF TAXES
1. Tax is compulsory 
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Tax is contribution 

Tax is paid out of income of the tax payer 

Government has the power to levy tax 

Tax is for the economic growth and public welfare 

Characteristics of the Good Tax System

Equity

Convenience
M

Certainty Economy

Flexible 
Ch

Not Discourage 
Work or 

Investment 

Automatic Stabiliser

evel

Redistribution

 CANONS OF TAXATION
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Canon of equity

Canon of Certainty 

Canon of Convenience

Canon of Economy

Canons of
Taxation
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 OBJECTIVES OF TAXATION

Revenue: 

Social objectives: 

Redistribution of income and wealth:

Social welfare:

Safety of society from bad and injurious customs:

Economic growth

Enforcing Government Policy

Directing limited scarce resources into effective and essential channels
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Economic Stability

 DIRECT VS INDIRECT TAXES

Advantages Advantages

Disadvantages Disadvantages

Types of Taxation

DIRECT INDIRECT

Direct Taxes

Indirect Taxes

Differences between Direct and Indirect Taxes

Point of difference Direct Tax Indirect Tax
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 Merits of Direct Tax
Equity

Elasticity and productivity

Certainty

Reduce inequality

Simplicity

 Demerits of Direct Taxes
Evasion:

Uneconomically: 

Unpopular: 

Little incentive to work and save: 

Not suitable for a poor country: 

Arbitrary: 

         Merits of Direct Taxes             Demerits of Direct Taxes
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 Merits of Indirect Taxes

High revenue production:

No evasion:

Convenient:

Economy: 

Wide coverage:

Elasticity:

  Demerits of Indirect Taxes

Regressive in effect:

Uncertainty in collection:

Discourage savings 

        Merits of Indirect Tax                   Demerits of Indirect Tax

 BACKGROUND OF TAXATION SYSTEM IN INDIA

 Taxation in India during Ancient Times
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 Establishment of Income tax in Modern India

Income Tax Act, 1860

Income Tax Act, 1886

Income Tax Act, 1918

Income Tax Act, 1922

Income Tax Act, 1961
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 Changes in administrative set up since the inception of the department

  Important events affecting the administrative set up in the Income-tax department

Year Event
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Year Event
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Year Event
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Year Event
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Year Event
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Year Event
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Year Event

 TAX STRUCTURE IN INDIA

 Constitution of India
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Central Government

State Government

 ADMINISTRATION

 Central Board of Direct Taxes

 Organisational Structure
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 Income Tax Department

 Central Board of Indirect Taxes and Customs

 GST Council

 VITAL STATISTICS AND LAYOUT

 Contribution of Direct Taxes to Total Tax Revenue
(

Financial Year Direct Taxes Indirect Taxes Total Taxes Direct Tax As % Of 
Total Taxes
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Financial Year Direct Taxes Indirect Taxes Total Taxes Direct Tax As % Of 
Total Taxes

Direct-Tax GDP Ratio
(

Financial 
year

Net Collection 
of Direct Taxes

GDP Current 
Market Price

Direct Tax 
GDP Ratio

GDP Growth 
Rate

Tax Growth 
Rate

Buoyancy 
Factor
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*

Cost of Collection
(

Financial Year Total Collections Total Expenditure Cost of Collection

5578
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TEST YOURSELF

Taxes: taxo

Characteristics of Taxes:

Canon of  Taxes: 
Objectives of Taxation: 

LESSON ROUND-UP
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Direct Taxes Law and Practice

 Author : 

 Publisher : 

Direct Taxes Ready Reckoner with Tax Planning 

Publisher : 

LIST OF FURTHER READINGS

OTHER REFERENCES
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To understand:

Learning Objectives

Lesson Outline

Lesson 2 Basic Concept of Income Tax

Key Concepts One 
Should Know



26  Lesson 2  EP-TL

The Income Tax Department is governed by Central Board of Direct Taxes (CBDT) and it is the part of the 
Department of Revenue under the Ministry of Finance, Government of India

Regulatory Framework

Sections  Income Tax Act, 1961
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 INTRODUCTION

Income Tax Act, 1961 : 

Annual Finance Act : 

Income Tax Rules,1962 :

C

Judicial  Decisions (Case Laws): 

 AN OVERVIEW OF FINANCE BILL
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http ://indiabudget.nic.in/

Finance Bill Presented by Finance Minister

Recommendation / Suggestion considered and changes made to Finance Bill

Parliament Approval

President's approval

Finance Act

Effective date of amendments in Finance Bill

Direct Tax

Usually the Date of 

in the Finance Act.

Indirect Tax

Usually midnight of 
the date of 

Presentation of Bill
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HEADS OF INCOME  [SECTION 14]

IMPORTANT CONCEPTS

PERSON [SECTION 2(31)]  
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 Individual 

 HUF 

Company 
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 Firm 

 Association of Person 

 Body of Individuals 

 A local authority 

 ASSESSEE [SECTION 2(7)]

_

_
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 ASSESSMENT YEAR [SECTION 2(9)]

Exception to the General Rule: 

Income of Non-Resident from Shipping: 

Income of persons leaving India either permanently or for long duration: 

Income of bodies formed for short duration:

 Income of person trying to transfer his assets with a view to avoid tax:

Income of discontinued business:
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PREVIOUS YEAR [SECTION 3]

Example 1 

Answer 

Example 2 

Answer 

Previous year      Assessment year

INDIA [SECTION 2(25A)]

MAXIMUM MARGINAL RATE AND AVERAGE RATE OF TAX
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INCOME [SECTION 2(24)]

S. 
No. Income under Section 2(24) of the Income tax Act, 1961 Head of Income

Any special allowance 

City Compensatory Allowance/ Dearness allowance

B

Capital Gain 
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Banking income of a Co-operative Society 

Winnings from Lottery 

Employees Contribution Towards Provident Fund 

Amount Received under Keyman Insurance Policy 

Amount received for not carrying out any activity 

Gift received for an amount exceeding Rs. 50,000 : 

TOTAL INCOME [SECTION 2(45)]
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1. Cash or kind

2. Receipt basis/ Accrual basis

3. Legal or illegal source

CIT Piara Singh 

4. Temporary/Permanent

5. Lumpsum / Instalments

6. Gifts

7. Revenue or Capital receipt

CAPITAL AND REVENUE RECEIPTS

Criteria for determining whether a receipt is capital or revenue in nature:
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TYPE OF CAPITAL

Fixed capital Circulating Capital

Base Explanation Example

Type of capital 
will depend upon 
the nature of 
business

Nature of receipt 
also depends upon 
the reference to 
the recipient

Capital and  
R  e  v e  n  u  e   Receipts 
in Relation To  
B u s i n e s s   Activities
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Factors that do not determine the nature or character of receipt

Factors Explanation

Character and source of 
income

Application of Income

Allowance or 
disallowance of the 
amount to the payer

Treatment given in the 
books

Magnitude and method 
of payment

Basis for measurement  
of the receipt

Ways or devices 
resorted by payer
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Illustration 1: 

State whether the following are capital or revenue receipts/expenses and give your reasons:

Solution:

CHARGE OF INCOME TAX [SECTION 4]

Illustration 2:

Options:

Answer:
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RESIDENTIAL STATUS [SECTION 6]
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TEST OF RESIDENCE FOR INDIVIDUALS

 Basic Condition for a person to be Resident

Exception to the basic condition

Rule 126 Computation of period of stay in India in certain cases

However, for the 
purpose of clause (b) as mentioned above, in case of the citizen or person of Indian origin having total income, 

words “sixty days” occurring therein, the words “one hundred and twenty days” had been substituted. 
[Amended vide Finance Act, 2020]

A person is deemed to be of Indian origin if he, or either of his parents or any of his grandparents, was born in Undivided 
India. It may be noted that grandparents include both maternal and paternal grand parents.

Note: 

[Amended vide Finance Act, 2020]

 Non-Resident

 Resident and Ordinarily Resident (ROR)
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 Resident but Not Ordinarily Resident (RNOR)

Explanation

Therefore, if any individual fails to satisfy even one of the above conditions, he would be an RNOR. From FY 2020-21, a 
citizen of India or a person of Indian origin who leaves India for employment outside India during the year will be a 
resident and ordinarily resident if he stays in India for an aggregate period of 182 days or more. However, this condition 
will apply only if his total income (other than foreign sources) exceeds Rs 15 lakh. Also, a citizen of India who is deemed 
to be a resident in India (w.e.f. FY 2020-21) will be a resident and ordinarily resident in India. 

Note: Income from foreign sources means income which accrues or arises outside India (except income derived from a 
business controlled in India or profession set up in India).

Important Points

Steps to solve residential status of an Individual:

Step 1 
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Step 2 

Step 3 

DETERMINING RESIDENTIAL 
STATUS OF INDIVIDUAL

RESIDENT AND 
ORDINARILY RESIDENT

NOT ORDINARILY 
REDIDENT

NOT-REDIDENT

Condition 1 

Condition 2 

Condition 3 :

[Amended vide Finance Act, 2020] 

[Amended vide Finance Act, 2020]

Illustration 3:

Solution:
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PY Stay in PY (days) Stay during PY (days) Basic Condition Resident/Non- Resident

PY Stay (days)

Illustration 4:

Solution:

Step 1 

Step 2 

Illustration 5:

Solution:
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Illustration 6:

Solution:

CASE LAW

April 3, 2009 ITAT

Facts of the Case:

Previous Year No. of days in India

Judgement:
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TESTS OF RESIDENCE FOR HINDU UNDIVIDED FAMILIES

Meaning of Place of Control and Management

 

 

 

 

 

 

 

 

 

 

 

A HUF  

Resident  Non-Resident  

If control and management of the affairs is 
situated wholly or partly in India. 

If control and management of the affairs is 
situated wholly outside India. 

 

If the HUF is resident, then the status of the 
Karta would determine whether the HUF is  

ROR  RNOR  

If karta is ROR, then 
the HUF would be ROR  

If karta is  RNOR, then the 
HUF would be R NOR  
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An HUF can be “not ordinarily resident”

Additional Conditions:

Important Note:

HUF, Firm or Association of 
Persons (AOP)

Resident Non resident
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Illustration 7:

Solution:

TEST OF RESIDENCE FOR COMPANIES

Illustration 8:

Solution:

Illustration 9:

Solution:
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Note
Please refer 

details: https://www.incometaxindia.gov.in/communications/circular/circular25_2017.pdf

 Guiding Principles for Determination of Place of Effective Management (POEM) of a Company

Explanation 
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Note 

 Determination of POEM if active business outside India

 Determination of POEM other than those that are engaged in active business outside India

First Stage 
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Second Stage 
Note 

Some of the guiding principles for determining the POEM

 Note 
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Example 1

Interpretation 

Example 2

Interpretation

Example 3

Interpretation
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For Detailed POEM Guidelines:
http ://www.incometaxindia.gov.in/news/circular06/2017.pdf

/

TEST OF RESIDENCE FOR FIRM AND AOP/BOI

Illustration 10:

Solution :

MEANING AND SCOPE OF TOTAL INCOME [SECTION 5]

vis-a-vis 



54  Lesson 2  EP-TL

(A) Resident and Ordinarily Resident Assessee

It is important to note that under clause (iii) only income accruing or arising outside India is included. Income 
deemed to accrue or arise outside India is not includible.

(B)  Resident but Not Ordinarily Resident In India

(C) Non-Resident

Rule of Taxation on the basis of Residential Status

Nature of Income ROR RNOR NR

Explanation 1
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Explanation 2

 INCOME RECEIVED OR DEEMED TO BE RECEIVED IN INDIA

Income received in India 

 Income deemed to be received in India 
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 INCOME ACCRUE OR ARISE IN INDIA

CASE LAW 
1.  Income in 

letter was issued [Assessment year 2006-07] [in favour of assesse]

 CIT Millennium Estate (P.) Ltd. [2018]

2.  Income from Non Performing  Assets (NPA) should be assessed on cash basis and not on mercantile 
basis, despite assessee following mercantile system of accounting [Assessment year 2010-11] [in 
Favour of assessee] 

 Principal CIT v.  Davangere Urban Co-operative Bank Ltd. [2018] 
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INCOME DEEMED TO ACCRUE OR ARISE IN INDIA [SECTION 9]

(a) Income by virtue of Business Connection :

[C.I.T. v. Toshoku Ltd. (1980) 125 ITR p. 525 (S.C.)]

THE MEANING OF THE EXPRESSION “BUSINESS CONNECTION”
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Special Points: 



59Lesson 2  Basic Concept of Income Tax

(b) Income arising from any asset or property in India:

(c) Capital Asset:
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(d) Income from Salaries:

(e) Taxability of Interest:

(f) Taxability of Royalty:
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(g) Taxability of Fees for Technical Services:

  

  

  

(h) Taxability of Dividend:
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 TAX INCIDENCE  RESIDENTIAL STATUS
vis-a-vis 

Where tax incidence arises in case of Resident or 
Resident & 
Ordinarily 
Resident

Resident but 
not Ordinarily 

Resident

Non- Resident
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Illustration 11: 

Solution 

Particular
Resident & 
Ordinarily 

Resident (Rs.)

Resident but not 
Ordinarily Resident 

(Rs.)

Non-Resident 
(Rs.)

Total 1,76,000 1,06,000 1,06,000
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Illustration 12 

Solution 

Particular
Resident & 
Ordinarily 

Resident (Rs.)

Resident but 
not Ordinarily 
Resident (Rs.)

Non-Resident 
(Rs.)

Total 68,970 33,620 23,470
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Illustration 13 

Solution:

Particular
Resident & 
Ordinarily 

Resident (Rs.)

Resident but not 
Ordinarily 

Resident (Rs.)
Non-Resident 

(Rs.)

Total 2,55,000 1,40,000 1,10,000
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COMPUTATION OF TAXABLE INCOME AND TAX LIABILITY OF AN ASSESSEE
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Particulars Amount (Rs.)
Income under the head :

= Gross Total Income XXX

TAX RATES FOR FY 2021-22 i.e. AY 2022-23

1. For :
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Total Income (Rs.) Tax Rate Tax liability (Rs.)

2. Applicable for:

Total Income (Rs.) Tax Rate Tax liability (Rs.)

3. Applicable for :

Total Income (Rs.) Tax Rate Tax liability (Rs.)

4. For Firm and Local Authorities:

Types of person Tax Rates

lakhs is liable to pay Alternate Minimum tax @ 18.5%.

5. For Company

Domestic Company Assessment Year 2022-23
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Foreign Company 40%

Good to Know: A company is liable to pay MAT @ 15%.

6. For Co-operative Society:

Income Slabs Tax Rates

Surcharge

For example 

Types of person Income Surcharge Rates
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Marginal Relief in Surcharge 

Example 

Particulars Amount (Rs.)

Cess

 Special Tax Regime for Individual and HUFs [Section 115BAC]

Total Income (Rs) Rate

Surcharge: 

Rs. 50 Lakhs 
to Rs. 1 Crore

Rs. 1 Crore to Rs.2 
Crores

Rs. 2 Crores to Rs. 
5 Crores

Rs. 5 crores to Rs. 
10 Crores

Exceeding Rs. 10 
Crores

Note: 
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Alternate Minimum Tax

Conditions:
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 Special Tax Regime applicable to a Co-operative Societies [Section 115BAD]
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Rebate under section 87A

Steps involved in calculation of Tax on Total Income

Particulars Amount Rs.

Total Tax

Tax including Surcharge

 Tax liability

Net tax liability

Less :    Taxes paid by way of :

Tax Payable/Refundable

XXX 

XXX 

XXX 

(XXX)

(XXX)
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CASE LAWS

24.04.2020 M/S Kesharwani Sheetalaya (Appellant) v. CIT 
(Respondent)

High Court

Facts of the Case:

Judgement: 

09.07.2010 CIT (Appellant)  v. Saurashtra Cement Ltd. (Respondent) Supreme Court

Facts of the Case:
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Income : 

Assessee :

Person : 

Previous year : 

LESSON ROUND-UP

Judgement:
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Residential status of Individual :

Condition 1 : 

Condition 2 :

(iii) Condition 3 :

Residential status of HUF :
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These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)

Multiple Choice Questions ‘MCQs’

TEST YOURSELF

Residential status of Companies : 

Basis of charge : 
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_____
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LIST OF FURTHER READINGS

Direct Taxes Law and Practice

Direct Taxes Ready Reckoner with Tax Planning 

OTHER REFERENCES

Income Tax Act, 1961: https://www.incometaxindia.gov.in/Pages/acts/income-tax-act.aspx
Income Tax Rules, 1962: https://www.incometaxindia.gov.in/Pages/rules/income-tax rules-1962. aspx
Circulars: https://www.incometaxindia.gov.in/Pages/communications/circulars.aspx



80  Lesson 2  EP-TL



Learning Objectives Lesson Outline

Regulatory Framework

To understand

Sections Income Tax Act, 1961

Lesson 3
Incomes which do not form  

Part of Total Income

Key Concepts One 
Should Know
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Rules  Income Tax Rules, 1962
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BACKGROUND

Exemptions

Deductions

Rebate
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INCOMES WHICH DO NOT FORM PART OF TOTAL INCOME

 Agricultural Income [Section 10(1)]

Rent

basic operations 
subsequent operations 

 CASE LAW

30.11.2011 Dy. CIT v. Best Roses Biotech (P) Ltd. ITAT Ahmadabad Bench

Facts of the Case: 
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Whether income from nursery constitutes agricultural income?

Explanation 3 

Rule 7 - the market value 

Determination of market value 

Illustration 1:

Solution :

Particulars Figure in Lakhs Figure in Lakhs
Item Sugarcane Sugar

Judgment:
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Agriculture Income 19.0
Business Income 4.0

Notes:

 Income from Manufacture of Rubber [Rule 7A]

Illustration 2:

Solution:

Particulars INR

Note

Illustration 3:

Solution:
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Whether claim of assessee of exemption under section 10(1) on proceeds from sale of coffee subjected to 
only pulping and drying was accepted for several years and there were hundreds of coffee growers whose 
income were also exempted, re-opening notice issued only against assessee during relevant assessment 

Karti P. Chidambaram Asstt.  CIT [2017] (mad.)

 Income from the Manufacture of Coffee [Rule 7B]

CASE LAW

 Income from Growing and Manufacturing of Tea [Rule 8]

Nature of Income Income tax Rule 
applicable

Amount of 
agricultural income

Amount of non- 
agricultural income

Income from Farm Building:
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Sl.
No.

Shortest aerial distance from the local 
limits of a municipality or cantonment 
board referred to in item a.

Population according to the last preceding census of 

Whether income arising from transfer of agricultural land situated in urban area be agricultural 
income?

Where there is a combination of agricultural and non-agricultural income
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For Example:

Particulars INR

Note:

 Amount received by a member of the HUF from the income of the HUF [Section 10(2)]

Illustration 4:

Solution:

 Interest to Non-Residents [Section 10(4)]
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 Leave travel concession [Section 10(5)]

Where the place of origin and destination are not connected by rail and journey is performed 
by any mode of transport other than by air. The exemption will be as follows:

Where journey is performed by air Where journey is performed by rail
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Family

Block

Carry over

CASE LAW 

21.01.2009  
Toubro Ltd.

Supreme Court

Whether the assessee(s) was under statutory obligation under Income Tax Act, 1961, and/or the Rules 
to collect evidence to show that its employee(s) had actually utilized the amount(s) paid towards Leave 
Travel Concession(s)/Conveyance Allowance?

Judgement:
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 Remuneration received by individuals, who are not citizens of India [Section 10(6)]

 Salary of a foreign employee and non-resident member of crew [Section 10(6)(vi), (viii)]

 Remuneration of a foreign trainee [Section 10(6)(xi)]

Tax paid on behalf of foreign company deriving income by way of royalty or fees for technical 
services [Section 10(6A)]

 Tax paid on behalf of foreign company or non-resident in respect of other income [Section 10(6B)]

 Tax paid on behalf of foreign Government or foreign enterprise deriving income by way of lease 
of aircraft or aircraft engine [Section 10(6BB)]
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 Royalty or fees for technical services payment by NTRO to a non resident [Section 10 (6D)]

 Allowance/perquisites to Government employee outside India [Section 10(7)]

Income of foreign Government employee under co-operative technical assistance programme 
[Section 10(8)]

Remuneration or fees received by a non-resident consultant/its foreign employees [Section 
10(8A), (8B)]

 Income of a family member of an employee serving under co-operative technical assistance 
programme [Section  10(9)]

 Retrenchment compensation [Section 10(10B)]

 Compensation for Bhopal Gas Leak Disaster [Section 10(10BB)]
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 Compensation on account of any disaster [Section 10(10BC)]

Disaster here means

 Payment at the time of voluntary retirement [Section 10(10C)]
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 Tax on perquisite paid by the Employer [Section 10(10CC)]

Reference Case Law

 Amount paid on life insurance policy [Section 10(10D)]

Situation Exemption u/s 10(10D)

CASE LAW 

R. Banumathy . 
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Notes:
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 Payment from Provident Fund [Section 10(11)]

The provisions of these clauses shall not apply to the income by way of interest accrued during the previous year in the 
account of a person to the extent it relates to the amount or the aggregate of amounts of contribution made by that 
person exceeding 2.5  lakh rupees in any previous year in that fund, on or after the 1st day of April, 2021 and computed 
in such manner as may be provided by rules. 

contribution and not the total contribu
the high-income salaried individuals.

  Payment from account opened in accordance with the Sukanya Samriddhi Account Rules, 2014 
[Section 10(11A)]

 Payment of Accumulated balance in a recognized Provident Fund [Section 10(12)]

The provisions of these clauses shall not apply to the income by way of interest accrued during the previous year in the 
account of a person to the extent it relates to the amount or the aggregate of amounts of contribution made by that 
person exceeding 2.5  lakh rupees in any previous year in that fund, on or after the 1st day of April, 2021 and computed 
in such manner as may be provided by rules. 

the high-income salaried individuals.

 Payment from the National Pension System Trust to an employee [Section 10(12A)]
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 Partial withdrawal from NPS [Section 10(12B)]

NPS withdrawal shall
not chargeable to tax if

[Section 10(13)]

 Allowances for meeting business expenditure [Section 10(14)]

 Interest Incomes [Section 10(15)]

 Educational Scholarship [Section 10(16)]
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 Daily allowance to a Member of Parliament [Section 10(17)]

 Awards [Section 10(17A)]

 

 

 

 

 

  

 

Payment 
received shall 

be exempt from 
tax if it is 
related to

Are exempt from tax in the hands of a Member of Parliament 
and a Member of State Legislature

 Pension to gallantry award winner [Section 10(18)]
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**Meaning of Family:

 Family pension received by the family members of armed forces [Section 10(19)]

Exemption of disability pension granted to disabled personnel of armed forces who have been invalided on 
account of disability attributable to or aggravated by such service [Circular No. 13/2019, dated 24.6.2019]

 Income of a News Agency [Section 10(22B)]

 Income of a Professional Association [Section 10(23A)]
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 Income received on behalf of Regimental Fund [Section 10(23AA)]

 Income of a fund established for welfare of employees [Section 10(23AAA)]

 Income of pension fund [Section 10(23AAB)]

 Income from Khadi or village industry [Section 10(23B)]

Income from fund or trust or institution or university or other educational institution or hospital or 
other Medical Institution [Section 10(23C)

CASE LAW

ned by assessee educational institution was invested for expansion of school 
building, it could not be held that assessee did not exist solely for educational purpose so as to deny 

 v. 
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 Income of Mutual Fund [Section 10(23D)]

 Income of Investor Protection Fund set by a depository [Section 10(23ED)]

Income of a venture capital fund or a venture capital company from investment in a venture capital 
undertaking [Section 10(23FB)]

 Income of an investment fund [Section 10(23FBA)]
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Exemption in respect of certain income of wholly owned subsidiary of Abu Dhabi Investment Authority 
and Sovereign Wealth Fund [Section 10(23FE)]

Capital Gains Tax on account of transfer of shares of an Indian Company on account of relocation [Section 
10(23FF)]

 Income of a registered trade union [Section 10(24)]
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 Income of Provident Fund [Section 10(25)]

 Income of the Employees’ State Insurance Fund [Section 10(25A)]

 Income of a member of a Scheduled Tribe [Section 10(26)]

 Income of Minor [Section 10(32)]

 Income on Buyback of Shares [Section 10(34A)]
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 Income from international sporting event [Section 10(39)]

 Income received as grant by a subsidiary company [Section 10(40)]

Income from transfer of asset of an undertaking engaged in the business of generation, transmission or 
distribution of power [Section 10(41)]

 Income of a body or authority set up by two countries [Section 10(42)]

 Reverse Mortgage [Section 10(43)]
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 New Pension System Trust [Section 10(44)]

 Exemption of Allowance or perquisite to chairman/member of UPSC [Section 10 (45)]

Note: 

 Exemption of Income of a foreign company from sale of Crude Oil in India [Section 10 (48)]

Exemption of income of foreign company from sale of leftover stock of crude oil on termination of 
agreement or arrangement [Section 10(48B)]

Income accruing or arising to Indian Strategic Petroleum Reserves Limited (ISPRL)  
[Section  10(48C)]
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 Exemption of income of National Financial Holdings Company [Section 10(49)]

 Other important exemptions

Section 10AA provides for exemption in respect of income of newly established units in Special Economic 
Zones 

Applicability

Which assessee is eligible for exemption

Deduction
export, of such articles or things or from services for a period 
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Meaning of Export turnover: 

inter alia

Calculation of Deduction

Step 1

Step 2
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Conditions:

Deduction allowable in case of amalgamation and demerger
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Illustration 5:

Item SEZ Normal

Solution:

75

Less 

Note:
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SUMMARY CHART



113Lesson 3  Incomes which do not form Part of Total Income

LESSON ROUND-UP

TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation)
Multiple Choice Questions (MCQs)
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115Lesson 3  Incomes which do not form Part of Total Income

LIST OF FURTHER READINGS

Direct Taxes Law and Practice 

Direct Taxes Ready Reckoner with Tax Planning 

 

OTHER REFERENCES (Including Websites and Video Links)

Income Tax Act, 1961: https://www.incometaxindia.gov.in/Pages/acts/income-tax-act.aspx

Income Tax Rules, 1962: https://www.incometaxindia.gov.in/Pages/rules/income-tax-rules-1962. aspx

Circulars: https://www.incometaxindia.gov.in/Pages/communications/circulars.aspx
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Introduction
Fund

Lesson Outline

Lesson 4
Computation of Income under various Heads

Part I – Income under the Head “Salaries”

Key Concepts One 
Should Know

Learning Objectives
To understand

Sections Income Tax Act, 
1961

Regulatory 
Framework
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 INTRODUCTION

employer-employee relationship 

employer-employee

(i) Professor

(ii) Director

(iv) Manager
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(v) Partner of a Firm

(vi) Member of Parliament

(vii) Treasurer of a Bank

(viii) Person carrying on a Profession or Vocation

(ix) Income from tips

(x) Salaries received by Judges  [Justice 
Deoki Nandan Agarwala Vs Union of India (SC)]

Fin
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Sr.
No.

Nature of Exemption/Deduction Relating to Salaries New System 
of Tax u/s 
115BAC

Existing 
system of Tax

A RETIREMENT BENEFITS EXEMPTIONS

B

1. Exemption u/s 10(14)(i) and Rule 2BB

Exemption u/s 10(14)(ii) and Rule 2BB

C

D Deductions u/s 16

38/2020]
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 BASIS OF CHARGE

The charging section, Section 15 “due” or “paid” basis 
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Fully Taxable

Partly Taxable

Fully Exempt

Note

 Fully Taxable Allowances

(1) Dearness Allowance, Additional Dearness Allowance and Dearness Pay

(2) Fixed Medical Allowance

(4) Servant Allowance

(5) Non-practising Allowance

(6) Hill Allowance

(8) Deputation Allowance
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(9) Overtime Allowance

(10) Other Allowances 

 Partly Taxable Allowances

 House Rent Allowance u/s 10(13A)

Illustration 1:

Solution:

Item Apr May Jun Jul Sep Oct Nov Dec Jan Feb Mar Total

dation

Note:
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Particulars (Rs.) (Rs.)

Less 
Gross Salary 20,42,000

Note

Allowances

Special Allowances [Section 10(14)]

i
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Allowances
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Allowances

      
    

    
    (refer 

below on the treatment)

    
      

  

 RETIREMENT BENEFITS

 Annuity / Pension

Treatment of Commuted Pension u/s 10(10A)
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Illustration 2: 

Solution :

 Gratuity [Section 10(10)]

 For example

Note 
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Illustration 3: 

Solution:

Note
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 Compensation on Voluntary Retirement

Less u/s10(10C)

Exemption u/s 10(10C)

Types of Employee 

and
rule 2BA

 Actual Compensation received/receivable
 Rs. 5,00,000 

 Total Salary * 

Salary  

Special Points:

Rule 2BA]:

i. 10 years of service or 40 years of age

ii. all employee

iii. overall reduction in existing strength of employees.
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iv. Vacancy 

v. 

If the guidelines are not followed, exemption shall not be available

once 

Illustration 4: 

Solution:

Less: 

Note 1: 
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other than 
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Sl.
No.

Category of 
Employee

For a furnished accommodation

furniture is hired

In case of Unfurnished Accommodation;

For a furnished accommodation

In case the furniture is hired
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Loan

Note  taxability as 
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employer wholly 

employer wholly 
for Personal purposes

employer

employee wholly 

employee wholly for 
Personal purposes

employee partly 

In case where, on the date of exercising the option, the share 
of the company is listed on a recognised stock exchange

 

Where the Expenses are met by the employer
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Where the Expenses are met by the employee

employer wholly 

employer wholly 
for Personal purposes

employer partly 

Motor Car owned/ hired by employer & expenses met by Employer

purpose
Exclusively for private purpose

Nil

documents are 
maintained by 

 
 

Less: Amount recovered from employee

+

Motor Car owned/ hired by employer & expenses met by Employee

purpose
Exclusively for private purpose

Exempt  

Motor Car owned by employee & expenses met by Employer

purpose
Exclusively for private purpose

Nil

documents  
maintained by 

Less :
(car engine capacity 

(car engine capacity 

Higher deduction
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Other Conveyance owned by employee & expenses met by Employer

purpose
Exclusively for private purpose

      

documents are 
maintained by 

Less :

Illustration 5:

Solution :

Accommodation on lease

accommodation

Taxable value of Furnished 
Accommodation

Personal

2,25,000
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Note:

1. Medical Facilities

( to Employees  /  Family Members)

maintained
by employer

In Government Hospital or

local authority hospital
Government approved hospital
Hospital approved by CCIT 

prescribed disease

Premium paid for 
Health Insurance 
under approved 

scheme

Other case

( to Employees  /  Family Members)
Medical Expenses 

Patient  
Stay Expenses

Patient One attendant
Travel Expenses

Patient One attendant

RBI RBI GTI 
(before including such travel expenses)
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1. Refreshment: 

2. Subsidized lunch or dinner 

3. Recreational facilities: 

4. Telephone facility 

5. Transport 

6. Personal accident insurance

7. Refresher Course

8. Free Rations

9. Computer/laptops 

10. Rent free houses/conveyance 

11. Employers’ Contribution 

PROVIDENT FUND

A. Statutory provident fund

 Meaning: 

 Treatment: 

B. Recognised provident fund

 Meaning: 

Fund

Fund

Fund
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Employer Contribution & Interest

 Tax Treatment upto 31.03.2020

 Tax Treatment w.e.f. 01.04.2020 [Amendment vide Finance Act, 2020]

 Tax Treatment of Employee Contribution

Illustration 6

Particulars Amount (in lakhs)

Total

Solution:

Particulars Before  
Amendment

After  
Amendment
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C. Unrecognised provident Fund

 Meaning: 

 Treatment: 

Step 1: 

Step 2: 

Step 3: 

Step 4: 

Step 5: 

Step 6: 
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Tax Liability in the PY in which adv / arrears are received

Tax Liability of the PY to which such addl salary relates

D

Relief u/s 89 (A-B)-(C-D)

Standard Deduction [Section 16(ia)]

Finance Act, 
2019 

Entertainment Allowance [Section 16(ii)]

Profession Tax [Section 16(iii)]

Note

Particulars (Rs.)
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Option 1 

Solution:

Option 1 : Assessee has not opted for Section 115BAC

Particulars Amount INR
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Less

Note:

Option 2 : Assessee has opted for Section 115BAC

Particulars Amount (INR)
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Note:

Illustration 8 :

Solution:
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Illustration 9:

Particulars Rs.

Solution:

(b) If Mr. Shyam is a semi-Government employee: 

 

(c) If Mr. Shyam is employed in Private Company: 

Note

Illustration 10:

Particulars (Rs.)
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Option 1: 

Option 2: 

Solution:

Option 1: 

Particulars Amount (Rs.)

Add
Less

Less

Note

Option 2: Assessee has opted for Section 115BAC

Particulars Amount (Rs.)
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Note:

Illustration 11:

Particulars (Rs.)

Option 1: 
Option 2: 
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Solution:

Option 1: 

Particulars

If Raman is a director 
and rent-free house is 

owned by the company

If Raman is neither 
a director nor a 

shareholder and rent- 
free house is not owned 

by the company

Notes:
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Option 2: 

Particulars

If Raman is a director 
and rent-free house is 

owned by the company

If Raman is neither 
a director nor a 
shareholder and 

rent- free house is not 
owned by the company

Notes:
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Illustration 12:

Option 1: 

Option 2: 

Solution:

Option 1: 

Particulars (Rs.) (Rs.)

Option 2: 
Name of Assessee: 

Particulars (Rs.)
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Illustration 13: 

Option 1: 

Option 2: 

Solution:

Option 1: 

Particulars Amount (INR)

Option 2: 

Particulars Amount (INR)
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Note:

2012 CIT v. Shankar Krishnan Bombay High Court

Issue: Can notional interest on security deposit given to the landlord in respect of residential premises 

free accommodation given to the employee?

Fact of the Case:

Judgement:

2011 CIT (TDS) v. Director, Delhi Public School Punjab and Haryana High Court

Can the limit of INR 1,000 per month per child be allowed as standard deduction, while computing the 
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Fact of the Case:

Judgement: 

2018 Sun Outsourcing Solution (P.) Ltd v. CIT

order to make them to meet high cost towards accommodation and other personal expenditure, same 

Fact of the Case:

Judgement:
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Circumstance
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Multiple Choice Questions (MCQs)
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Author:

Publisher:

Direct Taxes Ready Reckoner with Tax Planning 

Author:

Publisher:

OTHER REFERENCES

Income Tax Act, 1961 : 

Income Tax Rules, 1962 : 

Circulars : 



Lesson Outline

Lesson 4
Part II – Income under the  

head House Property

Key Concepts One 
Should Know

Learning Objectives
To understand

Regulatory 
Framework
Sections Income Tax Act, 1961
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 BASIS OF CHARGE [SECTION 22]

annual value buildings or lands appurtenant thereto 
owner, for the purposes of any business or 

profession carried on by him, 

“Income From Other Sources”
Exceptions

 IMPACT OF SECTION 115BAC UNDER THE HEAD HOUSE PROPERTY

Individual and HUF opting for connectional tax regime under section 115BAC: 
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Sr.
No. House Property 115BAC

Existing system of 
Tax

 DETERMINATION OF ANNUAL VALUE

Step 1: Step 2: Step 3:

Annual Value: 
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 Explanation

Unrealized Rent: 

Rule 4 

 Where the property is let out for the whole year [Section 23(1)]
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Note:

Municipal Taxes: 

Illustration 1:

Particulars I II III

Solution:

Illustration 2:

Particulars I II III IV
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Solution:

Particulars I II III IV

 Where let out property is vacant for part of the year [Section 23(1)]

Illustration 3:

Solution:

Particulars House I House II

Computation of Gross Annual Value

Particulars House I House II
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Illustration 4:

(There is vacancy but no unrealized rent)

Rs. in thousands

Particulars P Q R S

Solution:

Calculation of Gross Annual Value of Mr. X for A.Y. 2022-23

Particulars P Q R S

Illustration 5:

Solution:

Particulars Rs.
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Calculation of Gross Annual Value

Concession for two Houses only:

Illustration 6:

M

Option 1: 

Option 2: 
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Solution:
Option 1: Assessee has not opted for Section 115BAC

Particulars Rs.

Option 2: Assessee has opted for Section 115BAC

Particulars Rs.

Illustration 7:

Solution:

Particulars Rs.

  Where the property is partly let out and partly self-occupied during the PY [Section 23(3)]

(a) Property let out partially:

(b) House let out during any part of the previous year and self occupied for the remaining part of the year:  
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Illustration 8:

Solution:

Particulars  Rs.

Note

(c) Self-occupied House remaining vacant:

Note
not allowed in case of Self occupied Property, if assessee opted for section 115BAC of the Income Tax Act, 1961

 Deemed to be let-out property [Section 23(4)]

 Notional Income from House Property held as stock in trade [Section 23(5)]
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 DEDUCTIONS FROM NET ANNUAL VALUE [SECTION 24]

Standard Deduction: 

Interest on Borrowed Capital

 Summary on Allowability

Self-occupied properties

Note
allowed in case of Self occupied Property, if assessee opted for section 115BAC of the Income Tax Act, 1961

Points to Remember
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 Treatment of Unrealised Rent

 Summary of computation of Income from House Property

A) Computation of Income  in case of Let out Property Amount (Rs.)
xxx

xxx

xxx

B) Computation  of  Income in case of Self Occupied Property
xxx

xxx

xxx

Illustration 9:

Solution:

Computation of GAV (Gross Annual Value) INR INR
ER (Expected Rent)

1) Fair Rent
2) Municipal Value

AR (Actual Rent)
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GAV (as falls Vacant)

NAV (Net Annual Value) 3,00,000
Less: Deductions u/s 24

Income from House Property 1,50,000

Illustration10 :

Solution:

Computation of GAV INR INR
ER

Annual Rent

GAV (partly let out and partly self occupied)

NAV 6,80,000
Less: Deductions u/s 24

Income from House Property 4,51,000

Inadmissible Deductions (Section 25)
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 DEEMED OWNERSHIP [SECTION 27]

Income from Co-Owned Property (Section 26)
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 HOUSE PROPERTY INCOMES – EXEMPTED FROM TAX

 Concept of Composite Rent

 

Treatment of Composite Rent is done as under:
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Illustration 11:

Solutions:

Computation of GAV INR INR

Annual Rent

GAV (partly let out and partly self occupied)

NAV
Less: Deductions u/s 24

Income from House Property 4,35,286

Income from House Property (each co-owner) 1,87,643

Notes:

Illustration 12:

Particulars  House 1 House 2 House 3 House 4

—



173Lesson 4  Part II – Income under the head House Property

— — —

— —

— —

— — —

Solution:

House No. 1 (Rs.)

House No. 2   (Rs.)

House No. 3

House No. 4 (Rs.)
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Illustration 13:

 Particulars (Rs.)

Solution:

Rs. Rs.
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Illustration 14:

                                                                                                                               40,000

Rs. Rs.

Solution:

Rs.

Note

Illustration 15:
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Option 1: 

Option 2: 

Solution: Option 1 Assessee has not opted for Section 115BAC

Particulars Rs.

Working Notes:

Solution: Option 2 Assessee has opted for Section 115BAC

Computation of Tax Liability
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Illustration 16: 

Particulars Rs.

Solution:

Illustration 17: 
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Solution:

 Would income from letting out of properties by a company, whose main object as per its memorandum 
of association is to acquire and let out properties, be taxable as its business income, or as income from 
house property, considering the fact that the entire income of the company as per its return of income 
was only from letting out of properties?

Chennai Properties and Investments Ltd. v. CIT (2015) (SC)

 

2. Income from letting of warehouse whether would constitute Business or Property Income Nutan 
Warehousing Company Limited v. Dy. Commissioner of Income Tax [2010] [326 ITR 94, Mumbai]

 CASE LAWS
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CIT v. Hariprasad Bhojnagarwala (2012) (Guj.)

4. Letting out is subservient and incidental to the main business

5. Once interest on interest free security deposits received by assessee from tenant was offered to tax as 
income from other sources, adding notional interest on interest free security deposits to determine 
‘Annual letting value’ of property under section 23(1)(b) of the Income tax act, 1961 would amount to 
double taxation [Assessment year  2004-05 to 2007-08] [In favour of assessee]

Principal CIT v. Karia Can Co. Ltd. [2018] (Bombay High Court)

any previous years, there would be no question of availing vacancy allowance under section 23(1)(c); 
assessee would be liable to pay tax on ALV of said that under section 23(1)(a) [Assessment year 2005-06 
and 2006-07][In favour of revenue]

Ansal Holding & Construction Ltd. v. Asstt. CIT [2018] (Delhi High Court)
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LESSON ROUND-UP

Charging Section: 

Deemed Owner: 
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Multiple Choice Questions (MCQs)

TEST YOURSELF
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OTHER REFERENCES

Income Tax Act, 1961: 
Income Tax Rules, 1962: 
Circulars: 

LIST OF FURTHER READINGS

Direct Taxes Law and Practice

Direct Taxes Ready Reckoner with Tax Planning 



Lesson Outline

Lesson 4
 

Key Concepts One 
Should Know

Learning Objectives
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 Regulatory Framework
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 Lesson 4  EP-TL
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Therefore, in all cases where actual delivery or transfer of the commodity takes place, the transaction would not be a 
speculative transaction, however highly speculative its nature may be.
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Add 

Add 

Less 

Less 
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Note



Lesson 4 
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Motor cars other than those used in a business of running them on hire, acquired during the period from 
23.8.2019 to 31.03.2021 and put to use on or before 31.03.2021: 

Motors buses, motor lorries, motor taxis used in a business of running them on hire, acquired during the 
period from 23.8.2019 to 31.03.2021 and put to use on or before 31.03.2021: 45%

Note: As per the landmark judgment of CIT V/s Annamalai Finance Ltd., Madras High Court held that; It is the end use 

of leasing out vehicle, if lessee is using the vehicle for running them on hire, depreciation shall be allowable at Higher 
rate of 30% instead of 15% to the le

S. No.



Lesson 4 

Note: As per the CBDT circular, irrespective of the accounting treatment, the Lessor shall be entitled to claim 

The prescribed electronic modes include credit card, debit card, net banking, IMPS (Immediate payment 

29.01.2021].
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Note: Interest paid before the commencement of the production on amounts borrowed by the assessee for 
acquisition and installation of the plant and machiner
by the Supreme Court in Challapalli Sugars Limited Vs CIT.
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The prescribed electronic modes include credit card, debit card, net banking, IMPS (Immediate payment Service), UPI 
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Note:

Less 

Add 
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[As Amended by Finance Act, 2020]

Note
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S. No.

Note:
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Note:
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Bin
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credit card, debit card, net 

Note
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Note

Note
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  to   .

or sale of commodity 
derivatives based on prices or indices of prices of 
commodity derivatives or option on commodity 
derivatives or option in goods in respect of 
commodities, other than agricultural commodities, 
traded in recognised stock exchange.
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applied to a sum received by the assessee from any of his employees to which the provisions of sub-clause (x) 
of clause (24) of section 2 applies.”[Amendment vide Finance Act, 2021]

vice-versa
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The prescribed electronic modes include credit card, debit card, net banking, IMPS (Immediate payment Service), UPI 
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S. 
No.   
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N N
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Ms

Answer
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Note

Answer:
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Answer:

Less:
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Notes:
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See rule 5

  
  

1
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Commissioner of Income-tax v. Smt. Sita Devi 
Juneja

 
Court
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CIT v. K and Co.

4. Additional CIT v. Dharmpur Sugar Mill (P) Ltd

5. CIT v. Orient Ceramics and Industries Ltd.

CIT v. ITC Hotels Ltd.

7. CIT v. Kap Scan and Diagnostic Centre P. Ltd. Court

8. CIT v. KLN Agrotechs (P) Ltd
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Shasun Chemicals & Drugs Ltd v. CIT

Commissioner of Income Tax



Lesson 4 

11. CIT v. Mahindra and Mahindra Ltd.
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These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)



Lesson Outline

Lesson 4
Part IV – Income from Capital 

Gains

Key Concepts One 
Should Know

Learning Objectives
To understand
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Regulatory Framework

Sections  Income Tax Act, 1961
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 INTRODUCTION

Format for Computation of Income under the Head “Capital Gains”

Particulars Short Term Capital Gain Long Term Capital Gain

Amount  Amount  
(Rs.) (Rs.) (Rs.) (Rs.)

Less:

 CHARGEABILITY [SECTION 45]
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 CAPITAL ASSETS [SECTION 2(14)]

   

       
 

     
    

   
   

 

   
   

  

   
    
   

Capital Asset means

But does not 
include

in accordance with the 
regulations made under 

the SEBI Act, 1992

whether or not 
connected with his 

business or profession

property of any kind held 
by an assessee

any securities held by a Foreign 
Institutional Investor which has 

invested in such securities
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 [Shankar Dalal & 
Others v/s CIT (Bombay High Court)]

 IMPACT OF SECTION 115BAC UNDER THE HEAD CAPITAL GAINS
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Individual and HUF opting for concessional tax regime under section 115BAC: 

 SHORT-TERM & LONG-TERM CAPITAL ASSETS

Period of Holding

> 12 months

> 24 months

shares held in a company in liquidation

asset becomes the property of the assessee 

 scheme of 
amalgamation

a share or any other security subscribed to by the assessee on the 
basis of his right the person in whose favour 
the assessee has renounced his 
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right to subscribe 

capital on the basis of 

capital asset, being a share or shares in an Indian company, which becomes the property 
of the assessee in consideration of a demerger

capital asset, being trading or clearing rights of a recognized stock exchange in India 
acquired by a person pursuant to demutualisation or corporatisation of the recognized stock exchange 
in India as referred to in Clause (xiii) of Section 47,

capital asset, being equity share or shares in a company allotted pursuant to 
demutualisation or corporatisation of a recognised stock exchange in India as referred to in Clause 
(xiii) of Section 47,

 TRANSFER [SECTION 2(47)

 

     

     

      

extinguishment any of rights therein

Transfer maturity/redemption of zero coupon

compulsory acquisition thereof under law in a case 
where the asset is converted by the owner thereof 
into, or is treated by him as, stock in trade of business 
carried on by him, such conversion or treatment

any transaction involving the allowing of the possession 
of any immovable property to be taken or retained in 
part performance of a contract of the nature referred 

any transactions which have the effect of transferring 
or enabling the enjoyment of an immovable property

Sale exchange/relinquishment of assets
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 What doesn’t constitute Transfer?

total / partial partition of HUF

gift / irrevocable trust 

Holding Company to its wholly owned Indian Subsidiary and vice-versa

amalgamating company to amalgamated company

demerged company to resulting company

Transfer / issue of shares by the resulting company to the shareholders of the demerged company

 allotment of shares in the amalgamated Indian company

rupee denominated bonds / any government security

Redemption of sovereign gold bonds

Transfer of any capital asset to the Government / University / National Museum 

Transfer made outside India of Rupee Denominated Bond (RDB’s) of an Indian Company,

Transfer by way of conversion of bonds / debentures / preference shares into equity shares of that 
Company
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reverse mortgage

consolidation plans / schemes of Mutual Fund

 YEAR OF CHARGEABILITY AS “CAPITAL GAINS”

(i) Insurance Receipts [Section 45(1A)]

(ii)   Amount received under a Unit Linked Insurance Policy [Section 45(1B)]

[Inserted by Finance Act, 2021]

(iii)  Conversion or treatment of a capital asset as stock-in-trade [Section 45(2)]
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(vii)  Compensation on compulsory acquisition [Section 45(5)]

 Enhanced Compensation 

 Cost of acquisition/improvement in case of enhanced compensation 

 Compensation received in pursuance of an interim order deemed as income chargeable to tax in the 

 Reduction of enhanced compensation - 

 Death of the transferor

 Full value of consideration: 

 Competent authority: 
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Stamp duty value: 

 CAPITAL GAINS ON DISTRIBUTION OF ASSETS BY COMPANIES IN LIQUIDATION [SECTION 46]

(1) In the hands of liquidated company: 

(2) In the hands of shareholders: 

(1)

 Note 

(2) In case of shares (whether listed or unlisted): 

CAPITAL GAINS ON BUYBACK OF SHARES OR SPECIFIED SECURITIES [SECTION 46A]

 MODE OF COMPUTATION
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foreign currency Indian currency

indexed cost of acquisition

indexed cost of improvement

FY CII
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2021-22

Note: 

COST OF ACQUISITION

[Inserted by Finance Act, 2021]

Explanation: 
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Cost of Acquisition of Certain Assets

Asset Cost of Acquisition

Illustration 1:

Solution:

Particulars INR

Note:

Illustration 2:

Solution
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Cost of Acquisition Nos. Per Share Total INR

Capital Gains (Long Term) 12,84,250

Note:

 COST OF IMPROVEMENT

Solution:

Particulars (Rs.)

Capital Gains
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Note:

Illustration 4:

Solution:

Particulars INR

Long Term Capital Gains 7,87,262

Note: The Cost of Improvement to the property only after 1st April, 2001 are considered. The 
costs are indexed using the indices from the CII table.

(1) Cost to previous owner deemed as cost of acquisition of asset: 

ASCERTAINMENT OF COST IN SPECIFIED CIRCUMSTANCES [SECTION 49]
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CIT v. Manjula J. Shah 16 Taxman 42 (Bom.).

Explanation 1 
inter alia, 

(1) Cost of acquisition of shares received under the scheme of Amalgamation: 

(2) Cost of acquisition of shares received during the process of conversion of bonds or debentures, 
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(4) Cost of acquisition of units acquired under consolidated scheme of Mutual Fund: 

(5) Cost of acquisition of equity shares received at the time of conversion of preference shares: 

(6) Cost of acquisition of units acquired under consolidated plan of Mutual Fund scheme: 

(7) Cost of acquisition of shares received in the resulting company, in the scheme of demerger: 

(8) Cost of acquisition of the shares held in the demerged company: 

(9) Cost of acquisition of property subject to tax under section 56(2)(x): 
, 

.

(10) Cost of acquisition of capital asset, being share in the project referred under section 45(5A): 

(11) 

(12) Cost of acquisition of a capital asset which was used by the assessee as an inventory: 
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.[Inserted by Finance Act, 2021]

Cost of acquisition in case of power sector assets [Section 50A]: 

Meaning of Slump Sale [Section 2(42C)]

‘Slump Sale’ means 

 Capital Gains for Depreciable Assets (Section 50)

 CAPITAL GAINS IN RESPECT OF SLUMP SALE [SECTION 50B]
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[Amended by Finance Act, 2020]

Meaning of Certain Terms:

Net Worth: as reduced by 
However, any change in the value of assets on 

account of revaluation of assets shall not be considered for this purpose:

In the case of depreciable assets: 

In the case of capital asset being goodwill of a business or profession
[Inserted by Finance Act, 2021]

Capital asset in respect of which 100% deduction is claimed: 
Nil

For all other assets: 

CIT v/s Equinox Solution Pvt. Ltd (SC): 

Illustration 5:

Particulars Unit 1 Unit 2

16,00,000

48,00,000
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Solution:

Particulars Rs.

Working Notes

 Computation of Capital Gain in Real Estate Transaction [Section 50C]
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(Amended by the Finance Act, 2020)

assessable by the Stamp authority: 

Illustration 6:

Solution:

Illustration 7:

Solution: 
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 Capital Gain on Transfer of Unlisted Shares in a Company [Section 50CA]

 Fair Market Value to be Full Value of Consideration in Certain Cases (Section 50D)

 REFERENCE TO VALUATION OFFICER [SECTION 55A]

Illustration 8:

 Particular Rs.
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ADVANCE MONEY RECEIVED [SECTION 51]

Solution:

Particulars Rs. Rs.

Notes:
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 EXEMPTION FROM CAPITAL GAINS

 
Conditions for claiming exemption:

S.No. Situation Investment
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Amount of Exemption under section 54 will be lower of:

Illustration 9:

Solution:

Computation of Long Term Capital Gains (LTCG)

                Particulars Amount (Rs.)

 Transfer of land used for agricultural purposes [Section 54B]
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 Compulsory acquisition of lands and buildings [Section 54D]
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 Practical Questions (MCQs)

 Tax incentives for Start-ups [Section 54EE]
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Illustration10:

 Exemption of capital gain on transfer of assets of shifting of industrial undertaking from 
urban area to a Special Economic Zone [Section 54GA]

Capital gain on the transfer of certain capital assets not to be charged in case of investment in 
residential house [Section 54F]
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 Capital Gain on Transfer of Residential Property (a house or a plot of land) [Section 54GB]
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 Extension of Time for Acquiring New Asset or Depositing or Investing Amount of Capital Gain 
(Section 54H)

Note: 

Illustration 11: 

Solution: 
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 TAX RATES

Long-term Capital Gains (LTCG)

Person Rate of tax Particulars

Note: 

Illustration 12:
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Option 1 : 

Option 2 : 

Solution:

Less:

Case Study 1
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Option 1 : 

Option 2 : 

Solution :

 : 

Less:

Less : 

Solution : 

 : 

Less:

Less : 

Case Study 2
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Solution:

Particulars Number Rate per Share Amount Date

Note:

 Case Study 4
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Solution :

Particulars INR

Taxable LTCG (Total Income) 4,04,098

Notes:

Option 1 : 

Option 2 : 

Solution :

 : 

Particulars INR

Case Study 5
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Option 2 : Assessee has opted for Section 115BAC

Particulars INR

Case Study 6
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Solution:

Taxpayer Asset Minimum period to become 
long-term capital asset

Short term or long term

L

M

N

P

P

House property

Listed Shares 

Units of EOMF

Diamonds

Listed Shares

Solution:

 “Transfer” takes effect

Case Study 7
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Practical Questions (MCQs)
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 CASE LAWS

1. Whether, for the purpose of computing the period of holding of the property, the date of allotment 

for determining the nature of capital asset – long-term or short-term?

  CIT v. S.R. Jeyashankar (2015) [Madras High Court]

2. What would be the period of holding to determine whether the capital gains on renunciation of 
right to subscribe for additional shares is short-term or long-term?

 Navin Jindal v. ACIT (2010) [Supreme Court]

previous owner?

 CIT v. Manjula J. Shah (2013) [Bombay High Court]

adjacent to each other and having a common meeting point?
CIT v. Syed Ali Adil (2013) [Andhra Pradesh High Court]
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5. Can exemption under section 54EC be denied on account of the bonds being issued after six months 
of the date of transfer even though the payment for the bonds was made by the assessee within the 
six month period?

 Hindustan Unilever Ltd. v. DCIT (2010) [Bombay High Court]

6. Sale of a Running Business with all Assets and Liabilities is a Slump Sale, would not attract Sec 
50(2) of Income Tax Act

 CIT v. Equinox Solution Pvt. Ltd

7.  Can exemption under section 54F be denied solely on the ground that the new residential    house 
is purchased by the assessee exclusively in the name of his wife?

 CIT v. Kamal Wahal (2013) [Delhi High Court]

8.  Can advance given for purchase of land, building, plant and machinery tantamount to utilization 
of capital gain for purchase and acquisition of new machinery or plant and building or land, for 
claim of exemption under section 54G?

 Fibre Boards (P) Ltd v. CIT (2015) [Supreme Court]
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LESSON ROUND-UP

TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)
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LIST OF FURTHER READINGS

Direct Taxes Law and Practice

Direct Taxes Ready Reckoner with Tax Planning
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OTHER REFERENCES

Income Tax Act, 1961: https://www.incometaxindia.gov.in/Pages/acts/income-tax-act.aspx

Income Tax Rules, 1962: https://www.incometaxindia.gov.in/Pages/rules/income-tax-rules-1962. aspx

Circulars: https://www.incometaxindia.gov.in/Pages/communications/circulars.aspx
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The incomes which are neither covered under the head salary, house 
property, business income or capital gains shall be taxable under the 
head Income from other sources. This head of income is a residual 
head because it covers all other incomes which are uncovered and 
which are not exempt from tax.

Sections Income Tax  
Act, 1961

Section 56 Basis of Charge of 
Income from other 
Sources

Section 

56(2)(IB)

Casual Income

Section 52 

(iia)

Income from Family 
Pension

Section 57 Deduction 
allowable in 
computing Income 
from other Sources

Section 58 Inadmissible 
Deduction

Section 59 Deemed Income

To understand

chargeable under the head 
income from other 
sources?

deductions?

inadmissible  deductions?

Income

the head other Sources

Learning Objectives

 Income chargeable under 
the head ‘Income from other 
Sources’

under the head "other 
Sources"

computing income from 
other Sources

[Section 58]

under the head "Other 
Sources"

Regulatory 
Framework

Lesson Outline

Lesson 4
Part V – Income from Other 

Sources

Key Concepts One 
Should Know
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BASIS OF CHARGE OF INCOME FROM OTHER SOURCES [SECTION 56] 

Lesson 4
Part V – Income from Other Sources

BASIS OF CHARGE OF INCOME FROM OTHER SOURCES [SECTION 56]
Income charg

heads discussed earlier, must be charged to tax as “income from other sources”. This head is thus a residuary 

head of income under which income can be computed only after deciding whether the particular item of income 

is otherwise assessable under any of the first four heads. Section 56(2) covers certain specific incomes which 

(a) There is an Income.

(c) Such income is not taxable under First four heads of Income.

(a) Dividends [Section 56(2)(i)]: Dividend income.

(b) Keyman Insurance policy: 
Policy, if it is not taxable under any other head of income shall be chargeable under Income from other 

sources.

(c) Winnings from lotteries [Section 56(2)(ib)]: 
including horse races, card games and other games of any sort or from gambling or betting of any form or 

nature shall be chargeable to tax under Income from other sources.

 The entire income of winnings, without any expenditure or allowance or deductions under Sections 80C to 

allowable.

(d) Contribution to Provident fund: 
contributions to any provident fund or superannuation fund or any fund set up under the provisions of the 

if the employer deposits such amount on or before due date of deposit applicable for such contribution, he 

will be allowed a deduction on account of the same. [Section 56(2)(ic)].

(e) Income by way of interest on securities: if the income by way of interest on securities is not chargeable to 

under Income from other sources. It is chargeable on “receipt” basis if books of accounts are maintained on 

(f) Income from hiring of machinery, etc. [Section 56(2)(ii)]: Income from machinery, plant or furniture 

and gains of business or profession” shall be taxable under Income from other sources.

(g) Hiring out of building with machinery etc. [Section 56(2)(iii)]
plant or furniture belonging to him and also building and the letting of the building is inseparable from 

the letting of the said machinery, plant or furniture, the income from such letting, if it is not chargeable to 

other sources.

(h) Share premiums in excess of the fair market value to be treated as income [Section 56(2) (viib)]: 
company, not being a company in which the public are substantially interested, receives, in any previous 
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year, from any person being a resident, any consideration for issue of shares that exceeds the face value of such 

shares, the aggregate consideration received for such shares as exceeds the fair market value of the shares 

shall be taxable under Income from other sources.

(i)  by a venture capital undertaking from a venture capital company or a venture capital fund [or a 

 

consideration is received by a company for issue of shares of a “startup” company)

for issue of share that exceeds the face value of such share shall be deemed to be the income of that company 

Explanation 

(a) the fair market value of the shares shall be the value 

(i)  as may be determined in accordance with such method as may be prescribed (value is to be 

value, on the date of issue of shares, of its assets, including intangible assets being goodwill, 

commercial rights of similar nature, whichever is higher;

(i)  Income by way of interest received on compensation or on enhanced compensation referred to in clause 

(j)  

sources”, if such sum is forfeited and the negotiations do not result in transfer of such capital asset. 

[Section 56(2)(ix)].

(k) 
[Section 56(2)(x)]

The following shall be taxable under the head ‘Income from other sources’ :

 

aggregate value of such sum.

such property is chargeable to tax;

ii. for a consideration, the stamp duty value of such property as exceeds such consideration, if the amount 

to tax.
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 Provided tha

immovable property and the date of registration are not the same, the stamp duty value on the date 

or an account payee bank draft or by use of electronic clearing system through a bank account, or 

 2020] on or 

before the date of agreement for transfer of such immovable property.

 Provided also that where the stamp duty value of immovable property is disputed by the assessee on 

 such property for the 

1) of 

 

percent.”, the words “twenty percent.” had been substituted [Amendment by Finance Act, 2021]

(c)       any property, other than immovable property, –

of the aggregate fair market value of such property.

(B) for a consideration which is less than the aggregate fair market value of the property by an amount 

(i) from any relative; or

(ii) on the occasion of the marriage of the individual; or

(iii) under a will or by way of inheritance; or

(iv) In contemplation of death of the payer or donor, as the case may be; or

(vi) from any fund or foundation or university or other educational institution or hospital or other 

(viii) by any fund or trust or institution or any university or other educational institution or any hospital or 

Explanation

(a) “fair market value” of a property, other than an immovable property, means the value determined in accordance 

with the method as may be prescribed;

(i) immovable property being land or building or both;

(ii) shares and securities;
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(iii) jewellery;

(iv) archaeological collections;

(v) drawings;

(vi) paintings;

(vii) sculptures;

(viii) any work of art; or

(ix) bullion.

(B) brother or sister of the individual;

(C) brother or sister of the spouse of the individual;

(D) brother or sister of either of the parents of the individual;

(F) any lineal ascendant or descendant of the spouse of the individual;

the same is not taxable under the head Salary. [Section 56(2)(xi)]

Example:

(7) Director’s fees.

rty.
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(20) Director’s commission for underwriting shares of a new company.

Further, under the provisions of Section 60 to 65 an assessee may be chargeable to tax in respect of income arising 

the appropriate head after allowing various deductions and includible in the total income of the assessee under the 

head “income from other sources”. In other words, wherever the assessee is taxable in respect of income of somebody 

else, the income must be charged to tax in the hands of the assessee only under this head; even if the income is of a 

character which would otherwise fall for assessment under any other head of income.

IMPACT OF SECTION 115BAC UNDER THE HEAD INCOME FROM OTHER SOURCES 

the Income 

exemptions and deductions not available under the new system related to Income under the head Other Sources. 

provided in other chapters.

Sr. No. Nature of Exemption/Deduction 
Relating to Head Other Sources

New system of Tax u/s 115BAC Existing system  
of Tax

Deduction u/s 57  

Standard Deduction from Family 

Pension

CASUAL INCOME [SECTION 56(2)(IB)]

races; gambling and betting of any nature or form; card games, game show or entertainment program on 

(a) Lottery held as stock in trade:  lottery 

profession”.

(b) Income of jockey: Income of jockey from such profession is not treated as winning from the horse races.

(c) Winning from a motor car rally: 
cannot be created as casual income, these are taxable as normal income.
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wholly for earning such income.

Taxation of Casual Income: 
surcharge (if any), plus health and education cess.

(

INCOME FROM FAMILY PENSION
Family pension is a regular amount payable by the employer to a family member of a deceased employee. It is taxable 

under the head income from other sources. The income by way of family pension is eligible for a standard deduction 

Family pension received by the widow or children or nominated heirs, as the case may be, of a member of the armed 

operational duties, in such circumstances and subject to such conditions, as may be prescribed, shall be exempt from 

TAXATION OF DIVIDENDS

Taxability of Dividend upto AY 2020-21
Domesti
it. Dividend included deemed dividend u/s 2(22).Therefore DDT was payable both on actual dividend as well as 
deemed dividend.

 2(22)(e) was 

Taxability of Dividend w.e.f. AY 2021-22
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Illustration 1:

Solution:

at applicable slab rates.

at applicable slab rates.

the same would be taxable in the hands of shareholders.

Illustration 2:

X is hol

Solution : 

In this  case, the company is one, where the public is substantially interested, the loan would not be treated 

included as Income under the head Other sources.

Meaning of the term “Dividend” [Section 2(22)]

the shareholder concerned in the company.

payments or distribution made by a company to its shareholders are deemed as dividends to the extent of 

 Such 

in respect of full cash consideration, where the shareholder is not entitled to participate in the surplus 
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to the shareholders of the demerged company (whether or not there is a reduction of capital in the 
demerged company).

such company;

 the extent to which it 
is so set off;

within the ambit of advance;

mation.

 CIT v. Parle Plastics Ltd. 332 ITR 63 (Bom.)

If lending of money is a substantial part of the business of the lending company, the money given by it by way of 

Illustration 3:

Compute amount of dividend in the hands of shareholder.

Solution: 

Illustration 4: 

Solution: 

under Other Sources.
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DEDUCTIONS ALLOWABLE IN 
COMPUTING INCOME FROM 

OTHER SOURCES

From interest on securities [Section 57(i) and (iii)]

From the contributions received by employer from employees towards  
P.F./Superannuation/other funds [Section 57(ia)]

Income derived from letting [Section 57(ii)]

Income in the nature of family pension [Section 57(iia)]

Interest on compensation or enhanced 

compensation [Section 56(2)(viii)]

Other deductions [Section 57(iii)]

The income chargeable under the head “Income from other sources” is the income after making the following 

deduction

1. From interest on securities [Section 57(i) and (iii)]: In the case of dividends or interest on securities, any 

reasonable sum paid by way of commission or remuneration to a banker or any other person for the purpose of 

realising such dividend or interest on behalf of the assessee, Interest on money borrowed for investment in 

securities can be claimed as a deduction.

2. From the contributions received by employer from employees towards P.F./Superannuation/ other 
funds [Section 57(ia)]: 

accounts in the respective funds with the amounts of contributions received, the employer shall be 

allowed credit thereof.

3. Income derived from letting [Section 57(ii)]:  

plant or furniture on hire and also buildings where the letting of building is inseparable from the letting 

(a) Current repairs of buildings.

(b) Insurance premium against risk of damage or destruction of the premises.

(d) Depreciation.

business of the assessee, a proportionate deduction shall be allowed.

DEDUCTIONS ALLOWABLE IN COMPUTING INCOME FROM OTHER SOURCES

Illustration 5:

Compute his income under the head other sources.
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Solution:

Particulars Rs.

6,00,000

7,000

27,000

Income under the head Other Sources 5,59,000

AMOUNTS NOT DEDUCTIBLE [SECTION 58]
The following amounts shall not be deducted in computing income chargeable under the head “Income from 

other Sources”.

has not been paid or deducted at source.

paid thereon or deducted therefrom at source.

 Note: 
for computing the Income chargeable under the head Income from Other Sources.

 in respect of any expenditure or allowance in computing the income by way of winnings from 

gambling or betting of any form or nature whatsoever. The prohibition however will not apply in respect of income 

4. Income in the nature of family pension [Section 57(iia)]: 
an employer to a person belonging to the family of an employee in the event of his death, i.e., “family pension”, a 

5. Interest on compensation or enhanced compensation [Section 57(iv)]: 

6. Other deductions [Section 57(iii)]: 
laid out or expended wholly and exclusively for the purpose of making or earning such income. [Smt. Virmati 
Ramkrishna v. C.I.T. (1981) 131 ITR 659 (Guj)]

 “Provided that no deduction shall be allowed from the dividend income, or income in respect of units of a 

the total income for that year, without deduction under this section.”. [Inserted by Finance Act, 2020].

 The Supreme Court held in CIT v. Rajendra Prasad Moody
under section 57 in respect of any expenditure, it is not necessary that income should in fact have been earned 
as a result of the expenditure. The Court held that the interest on money borrowed for investment in shares 
which had not yielded any taxable dividend was admissible as a deduction under section 57 under the head, 
“Income from other sources”.
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Similarly, the amount spent in buying of infructuous tickets is not deductible as the gross amount will be taxed.

DEEMED INCOME [SECTION 59]
e any allowance or deduction has been provided in the assessment of Income under the head “Income From 

From Other Sources” in the previous year in which it is so obtained.

SUMMARY OF COMPUTATION OF INCOME UNDER THE HEAD “INCOME FROM OTHER SOURCES” 
 accounting 

regularly followed by assessee. In other words; if books of accounts are regularly maintained on “Cash system” then 

Income shall be computed on “accrual basis”.

COMPUTATION OF INCOME FROM OTHER SOURCES

XXXX

Less: XXXX

Income taxable under the head “Income From Other Sources” XXXX 
Illustration 6:

Solution:

Other Sources.

b) Bullion received without consideration is taxable too in full as it is received without consideration, 

c) Plot of land received without consideration is taxable too in full as it is received without consideration, 

Illustration 7:

Solution:

immovable property and the date of registration are not the same, the stamp duty value on the date of the 
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amount of consideration referred to therein, or a part thereof, has been paid by any mode other than cash on or 

before the date of the agreement for the transfer of such immovable property.

Sources”.

Illustration 8:

nephew on the same day.

Solution:
 Taxable: 

2. Non-Taxable: 

 Taxable: 

 Non-taxable: 

Illustration 9:

Option 1
Option 2

Solution:
Option 1 : Assessee has not opted for Section 115BAC

Particulars Amount (Rs.) Amount (Rs.)

69,000

Dividend income 7,00,000

Income under the head Other Sources 7,69,000
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Total Income

77,800

Tax on 6,69,000 at slab rate

Option 2 : Assessee has opted for Section 115BAC

Particulars Amount (Rs.) Amount (Rs.)

Dividend income 7,00,000

Income under the head Other Sources

Total Income

77,800
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 CASE LAWS

Commissioner of Income Tax  v. Smt. Swapna Roy Allahabad High Court

Disallowance of Deduction of interest under section 57(iii) of the Income tax Act, 1961

Facts of the Case: 

by the assessee as interest paid on loan for purchase of shares under the head “income from other sources”. The 

incurring heavy losses and there was no possibility to get dividend on share capital of these companies. Further, 

making investment of “borrowed interest bearing funds” for non productive purpose, the assessee had diverted 

his income and had adopted a colorable device to reduce tax liability. So, he has disallowed the claim made by 

Judgement:
several years may be treated as investment or expenditure made exclusively for the purpose of making or 

said to have been laid out wholly and exclusively for the purpose of making earning income but was a colourable 

allowable deduction under section 57(iii).

principle of consistency shall not come in the way to assess the income on the basis of the material on record.

2. Gopal & Sons (HUF) v.CIT Supreme Court

Is loan to HUF who is a shareholder in a closely held company chargeable to tax as deemed dividend?

Facts of the Case: 

shareholder nor the registered shareholder. It was further argued that the Company had issued shares in the name 

Judgement: 

al interest is also covered
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CIT v. Manjoo and Co Kerala High Court

Can winnings of prize money on unsold lottery tickets held by the distributor of lottery tickets be 
assessed as business income and be subject to normal rates of tax instead of the rates prescribed under 
section115BB of the Income tax Act, 1961?

Facts of the Case: The 

lottery tickets. If the tickets purchased are not fully sold out by the respondent before the draw date then loss 

treating the payments as “winning from lottery”. 

Section 

 

Section 

 and so much so it cannot be treated as business income. The first appeal filed by the respondent was 

allowed and the Tribunal confirmed it on second appeal filed by the department against which these appeals 

are filed.

Judgement:  of the 

head winnings from lottery falls. Therefore, assuming for argument sake the contention of the respondent that 

winnings from lotteries is received by him in the course of his business and is incidental to business and so it is 

his business income is right. Still, we feel in view of the specific provision contained in , the special 

 read with Section 5

of 

referred to in 

each head, Such of the incomes specifically covered by Chapter XII shall be identified, separated and should be 

under 

 is applicable for the winnings 

from lottery received by the respondent assessee irrespective of whether it is an income incidental to business 

or not.

LESSON ROUND-UP

heads discussed earlier, must be charged to tax as “income from other sources”.

income by way of interest received on compensation.
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TEST YOURSELF

(These are meant for recapitulation only. Answers to these questions are not to be submitted for evaluation.)

Multiple Choice Questions “MCQs”

other sources is ? 

from other sources is?

(i) sum paid by way of commission or remuneration to a banker or any other person for the purpose 

of realising interest / Dividend;

has credited the employee’s accounts in the respective funds;

(v) any other expenditure (not being in the nature of capital expenditure) laid out or expended wholly 

and exclusively for the purpose of making or earning such income.

has been paid thereon or deducted therefrom at source.
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LIST OF FURTHER READINGS

Direct Taxes Law and Practice

Direct Taxes Ready Reckoner with Tax Planning 

OTHER REFERENCES (Including Websites and Video Links)

Income Tax Act, 1961:  

Income Tax Rules, 1962:

Circulars:
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Regulatory Framework

Sections Income Tax Act, 1961
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CLUBBING OF INCOME

TRANSFER OF INCOME [SECTION 60]

“Transfer”

The ownership of 
asset is not 

transferred by him

The taxpayer 
owns an asset

The income from the 
asset transferred to 
any person under a 

settlement, or 
agreement

Applicability 
[Section 60]
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C.I.T. 
v. Ram Prasad Mehta 

Illustration 1: 

Illustration 2:

REVOCABLE TRANSFER OF ASSETS [SECTION 61]

‘Revocable transfer’

Examples of revocable transfers

Note
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INCOME OF SPOUSE

(a) Income to spouse from a concern in which such individual has substantial interest [Section 64(1)(ii)]

Exception

Substantial Interest

Illustration 3:

When both husband and wife have substantial interest

Illustration 4:

(b) Income to spouse from the assets transferred [Section 64(1)(iv)]
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Exception

Suppose

Illustration 5:

INCOME FROM ASSETS TRANSFERRED TO SON’S WIFE [SECTION 64(1)(vi)]
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TRANSFER FOR IMMEDIATE OR DEFERRED BENEFIT OF SON’S WIFE [SECTION 64(1)(viii)]

Explanation:

INCOME TO SPOUSE THROUGH A THIRD PERSON [SECTION 64(1)(vii)]

K.T Doctor v. C.I.T (1980) 124 ITR 501 (Guj.)

CLUBBING OF INCOME OF MINOR CHILD [SECTION 64(1A)]



316  Lesson 5  EP-TL

INCOME FROM THE CONVERTED PROPERTY [SECTION 64(2)]

Income from converted property to spouse after partition

Dayalbhai Madhavji Vadera v. C.I.T. (1966) 60 ITR 551 

CLUBBING PROVISION’S SUMMARY

Nature of Transaction Clubbed in the 
Hands of

Conditions/Exceptions Relevant Reference

Transfer of Income 
without transfer of 
Assets (Section 60)

Revocable   transfer   of 
Assets (Section 61)
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Nature of Transaction Clubbed in the 
Hands of

Conditions/Exceptions Relevant Reference

Salary, Commission, Fees 
or remuneration paid to   
spouse   from a concern 
in which an individual 
has a substantial interest 
[Section 64 (1)(ii)]

Income from assets 
transferred directly or 
indirectly to the spouse 
without adequate 
consideration [Section 
64 (1)(iv)]

L. Hirday Narain ITO

R.B.N.J. Naidu 
CIT 

[M.S.S. Rajan 

[Mohini Thaper CIT 

M. Sheth CIT

Income from the assets 
transferred to son’s wife 
[Section 64 (1)(vi)]

Transfer of assets by an 
individual to a person or 
AOP for the immediate 

his Spouse o r  Son’s 
wife [Section 64(1)(vii) 
& (viii)]



318  Lesson 5  EP-TL

Nature of Transaction Clubbed in the 
Hands of

Conditions/Exceptions Relevant Reference

Income of a minor child 
[Child includes step 
child, adopted child and 
minor married 
daughter] [Section 64 
(1A)]

Income of HUF from 
property converted by 
the individual into HUF 
property [Section 64 (2)]

RECOVERY OF TAX
Dual Liability for Tax 
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Illustration 6 :

Solution:

Illustration 7 :

Solution:

Computation of Total Income and Tax Liability for Assessment Year 2022-23

Particulars Mr. Red (Rs.) Mrs. Red (Rs.)

r Nil Nil

Illustration 8:

Solution:

Illustration 9:

Solution:
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SET-OFF AND CARRY-FORWARD OF LOSSES

  Set-Off of Losses from One Source against Income from another source under the Same Head of Income 
[Section 70]

exceptions to general rule:

Speculative Business Losses

2. Long-term capital Loss

3. Casual Income
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4. Losses from the activity of owning and maintaining race horses

5. Loss from an exempted source cannot be set off against taxable Income

Income/losses Intra-head Set off

a)  Loss from Business or Profession

C.I.T 
v. Handicraft Handloom Export Corporation (1982) 133 ITR 590 (Delhi)

b)  Loss from Speculation Business

C.I.T. v. K.J. Kotecha 
107ITR 101 (SC)

C.I.T. v. Pangal VittalNayak & Co. Pvt. Ltd. (1969) 74 I.T.R. 754 (S.C.)

 Set-Off of Loss from One Head against Income from another Head [Section 71]
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CARRY-FORWARD OF LOSSES
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 (A) Loss in Non-Speculation Business [Section 72]

Western States Trading Co. (P) Ltd. v. C.I.T. (1971) 80 ITR 21 (SC)

Conditions for carry forward and set-off of business loss

Dwarkadass Leeladhar v. CIT (1963) 47 ITR 619 (Ker.)

KeshrichandBhanabhai v. CIT(1951) 20ITR 201 (Bom.)

Order of Set-off of losses
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 (B) Loss in Speculation Business [Section 73]

Speculative Business

Carry forward of losses in Speculative Business

four consecutive assessment years 

CIT v. Kurji Jinabhai Kotecha (1977) 107 ITR 101 (SC)
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C.I.T. v. Madhukant M. Mehta (1981) 132 ITR 159 (Guj.)

 CASE LAW

Where assessment was reopened on ground that assesse had booked contrived losses to the extent of Rs. 
16.51 lakhs through NMCE platform operated by ‘R’. In  view of the fact that assesse had treated said sum 

incorrect and, thus, impugned re-assessment proceedings were to be quashed [Assessment year 2011-12] 
[in favour of assesse] 

Narendrakumar Mansukhbhai Patel v. ITO [2018] (Guarat)

Facts of the Case: 

Judgement:

 (D) Set-Off and Carry Forward of Capital Losses [Section 74]
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 (E) Loss on Maintenance of Race Horses [Section 74A]

 (F) Loss Under the Head “Income From Other Sources”

Carry forward and set-off of accumulated business loss and unabsorbed depreciation in certain 
cases of amalgamation or demerger etc. [Section 72A]

(i)  Carry forward and set off of accumulated loss and unabsorbed depreciation in case of amalgamation 
[Section 72A(1), (2) and (3)]
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Note

(ii)  Carry forward and set off of accumulated losses and unabsorbed depreciation in case of demerger 
[Sections 72A(4) and (5]

Note

 CASE LAW

account is not mandatory [Assessment year 2008-09]

Principal CIT v. Adani Retail Ltd. [2018] (Gujarat)

Fact of the Case:
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Judgement:

(iii)  Carry forward and set off of accumulated losses and unabsorbed depreciation in case of reorganisation 
of business [Section 72A(6)]

Note: “Accumulated loss” 

“Unabsorbed depreciation” 
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Carry forward and set off of accumulated loss and unabsorbed depreciation allowance in scheme 
of amalgamation of banking company in certain cases [section 72AA]

“accumulated loss” 

“banking company” 

“banking institution” 

“unabsorbed depreciation” 

An amendment has been made vide Finance Act, 2020 

This amendment will take effect from 1st April, 2020 and will, accordingly, apply in relation to the 
assessment year 2020-21 and subsequent assessment years.

TREATMENT OF CARRY-FORWARD OF LOSSES OF CERTAIN ASSESSEES

(2) Carry-forward and set-off of losses in case of succession of business or profession
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(3)  Carry-forward and set-off of losses of companies in which the public are not substantially interested 
[Section 79]

It has further been provided by Finance Act, 2021 

(4) Carry forward and set of losses in case of eligible start-up [Section 79(b)]

Exceptions 
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SUBMISSION OF RETURN FOR LOSS [SECTION 80]

SUMMARY OF PROVISIONS REGARDING CARRY FORWARD AND SET-OFF OF LOSSES

Set-Off of Losses [Sections 70, 71]

Loss Set-Off

Carry Forward and Set-Off of Losses [Section 72]

Loss Carry Forward and Set-Off
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Transfer of Income (Section 60)

Revocable Transfer

Irrevocable Transfer

Income to spouse from a concern in which such individual has substantial interest [Section 64(1)
(ii)]

Income to spouse from the assets transferred [Section 64(1)(iv)]

Income to Son’s Wife [Section 64(1)(vi)]

Income to spouse through a third person [Section 64(1)(vii)]

Clubbing of Income of Minor Child [Section 64(1A)]

LESSON ROUND-UP
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Income from the Converted Property [Section 64(2)]

Dual Liability for Tax

Set Off Carry Forward of losses

Set-Off of Losses from one source against Income from another source under the same Head of 
Income [Section 70]

Carry-Forward and Set-Off of Losses: 

Submission of Return for Loss (Section 80)
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TEST YOURSELF

These are meant for recapitulation only. Answers to these questions are not to be submitted for evaluation.

Multiple Choice Questions “MCQs”
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OTHER REFERENCES (Including Websites and Video Links)

Income Tax Act, 1961: https://www.incometaxindia.gov.in/Pages/acts/income-tax-act.aspx

Income Tax Rules, 1962:https://www.incometaxindia.gov.in/Pages/rules/income-tax-rules-1962. aspx

Circulars: https://www.incometaxindia.gov.in/Pages/communications/circulars.aspx
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Direct Taxes Law and Practice

Direct Taxes Ready Reckoner with Tax Planning 
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INTRODUCTION

IMPACT OF SECTION 115BAC/115BAD ON DEDUCTIONS

Individual and HUF opting for concessional tax regime under section 115BAC: 

Resident Co-operative Societies opting for concessional tax regime under section 115BAD:

Summary of Deductions under Chapter VI-A

Section Nature of deduction Who can claim
(1) (2) (3)
80C
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Section Nature of deduction Who can claim
(1) (2) (3)

80CCC

80CCD

80CCG
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Section Nature of deduction Who can claim
(1) (2) (3)

80D

80DD

80DDB

80E

80EE

80EEA

80EEB

80G

80GG
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Section Nature of deduction Who can claim
(1) (2) (3)

80GGA

80GGB
80GGC

For certain incomes
80-IA

80-IAB

80-IB

80-IC

80IAC

80IBA
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Section Nature of deduction Who can claim
(1) (2) (3)

80IC

80-ID

80-IE

80JJA

80JJAA

80LA
India

80M

[Inserted vide Finance Act, 2020]
80P

or

80PA
80QQB
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Section Nature of deduction Who can claim
(1) (2) (3)

80RRB

80TTA

80TTB

80U
at

Rebates
87A

DEDUCTIONS

 Deduction in respect of investments [Section 80C]
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actual sum assured” in relation to a life insurance policy shall mean the minimum amount assured under the 
policy on happening of the insured event at any time during the term of the policy, not taking into account –
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 Deduction for Contribution to Pension Fund [Section 80CCC]

 Deduction in respect of Contribution to Pension Scheme of Central Government [Section 80CCD]
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 Limit on Deductions under sections 80C, 80CCC and 80CCD [Section 80CCE]

 Deduction in respect of Medical Insurance Premium [Section 80D]

Explanation : family means the spouse and dependent children of the assessee.

Explanation: For the purposes of this section,
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Illustration 1: 

Solution:

Illustration 2: 

Solution: (c) Rs. 1,00,000

Deduction in respect of maintenance including medical treatment of a dependent who is a person 
with disability [Section 80DD]



348  Lesson 6  EP-TL

For the purpose of this section
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Illustration 3:

Solution: 

Illustration 4:

Solution: (a) Rs. 92,000

Illustration 5:

Solution: (c) Rs. 92,000
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Illustration 6: 

Solution: (c) Rs. 40,000

 Deduction in respect of repayment of loan taken for Higher Education [Section 80E]

Illustration 7:

Solution: (d) Any Amount
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 Deduction in respect of interest on loan taken for Residential House Property [Section 80EE]

Illustration 8:

Solution: (c) Nil
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Illustration 9:

 Tax incentives for affordable housing [Section 80EEA]

[Amendment vide Finance Act, 2021]

[Amendment vide Finance Act, 2021]

Eligibility conditions for claiming deduction

[Amendment vide Finance Act, 
2021].

Example:

 Tax incentives for Electric Vehicles [Section 80EEB]
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1st day of April, 2019 and ending on the 31st day of 
March, 2023.

 Deduction in respect of donations to certain funds, charitable institutions, etc. [Section 80G]

Vijaipat Singhania 

(A) 100% Deduction without any qualifying limit:
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(B) 50% Deduction without any qualifying limit:

(C) 100% Deduction subject to qualifying limit:

(D) 50% Deduction subject to qualifying limit:
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Illustration 10:

Amount (Rs.

Total 1,43,000

Amount (Rs.)

Solution: 

Particulars Amount (Rs.) 

Less
Less

Note
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Less 

 CASE LAW

03.01.2017 CIT vs.  Dr. Virendra Swaroop Educational Foundation Allahabad High Court

Commissioner of Income Tax cannot refuse to renew the approval u/s 80G (5) on account of the fact that 
for the previous three years, the Assessee has shown surpluses.

Fact of the Case:
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Decision:

 Deduction in respect of Rent Paid [Section 80GG]

Illustration 11:

Particulars Amount (Rs.)

Payment of Rent
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Solution: 

Particulars Amount (Rs.)

Professional income 6,40,000

Less 

Less 

Taxable income 571,000

Working Note:

[Section 80GGA]
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No deduction shall be allowed under this section in respect of any sum exceeding two thousand rupees unless 
such sum is paid by any mode other than cash.[Amendment vide Finance Act, 2020]

Deduction in respect of contributions given by Companies to Political Parties or an Electoral 
Trust [Section 80GGB]

Deduction in respect of contributions given by any person to Political Parties or an Electoral 
Trust [Section 80GGC]

infrastructure development [Section 80-IA]
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(1) Infrastructure facility 

Explanation 

(2) Telecommunication services 

(3) Industrial park 
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(4) Generation and distribution of power 

Quantum and period of deduction:

Option to claim deduction 

Computation of Income for Deduction 
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Market Value in relation to any goods or services, means

development of Special Economic Zone [Section 80-IAB]

infrastructure development undertakings [Section 80-IB]
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I. The amount of deduction to industrial undertaking shall be as follows:

Sl.
No.

Undertaking Industrial Period within which 
production should start

Period of deduction 
(commencing from initial 
assessment year)

%age of 

eligible 
for 

deduction

(1) (2) (3) (4) (5)

II. Industrial undertaking set up in an industrial 

to
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25%

gains derived from such ship for a period of ten consecutive assessment years including the initial assessment year.

Sl.

No.

Type of Hotel Period within 
which 

functioning 
should start

Period of deduction 
(commencing from 
initial assessment 

year)

eligible 
for 

deduction
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assessment year. However, to claim deduction under this section, it is required that such a company -

Explanation
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Industrial Undertaking Period within which production 
should start

Period of deduction 
(commencing from 
initial assessment year)

eligible for 
deduction
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VIII. Deduction in the case of any multiplex theatre

year if (w.e.f. A.Y. 2005-06) -

maintaining a hospital located anywhere in India, other than the excluded area, shall be hundred per cent of 

with the initial assessment year, if -

Illustration 
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 Deduction in respect of eligible Start-Up [Section 80IAC]
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“Carpet Area”

Special provisions in respect of certain undertakings or enterprises in certain special category 
States [Section 80-IC]
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 Explanation
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Degradable Waste [Section 80-JJA]

 Deduction in respect of Employment of New Workmen [Section 80-JJAA]

[Amendment vide Finance Act, 2020]

Amount of Deduction:
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 Deduction in respect of certain incomes of Offshore Banking Units [Section 80LA]

Deduction from Assessment year 2021-22
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Explanation 

 Deduction in respect of certain inter-corporate dividends [Section 80M]

Explanation.
[Inserted vide Finance Act, 2020]

 Deduction in respect of Income of Co-Operative Societies [Section 80P]



375Lesson 6 

 CASE LAW 

2017 Citizen Co-operative Society Ltd. v. Asstt. CIT Supreme Court

granting loans to general public as well, it could not be termed as co-operative society meant only for 
providing credit facilities to its members, hence not entitled to deduction under section 80P [Assessment 
year 2009-10] [In favour of revenue] 

Fact of the Case: 

inter alia

Decision: 
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 Deduction in respect of certain income of Producer Companies [Section 80PA]

Deduction in respect of Royalty Income, etc., of authors of certain books other than text books 
[Section 80QQB]

Illustration 12:

Mr. X receives royalty on books Rs. 1,00,000 at a rate of 18 percent and incurs Rs. 10, 000 as expenditure 
for earning royalty. The books are covered under section 80QQB and royalty is received from abroad 
and Rs. 50,000 are remitted to India till September 30, 2020. Determine deduction under section 80 
QQB for the assessment year 2022-23.

Solution:
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 Deduction in respect of Royalty on Patents [Section 80RRB]

Explanation
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 Deduction in respect of interest on deposits in Savings Account [Section 80TTA]

Note 

 Deduction in respect of interest on deposits in case of senior citizens (Section 80TTB)

Illustration 13: 

Solution: (c) Rs. 50,000

 Deduction in case of a Person with Disability [Section 80U]
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Explanation 

REBATE AND RELIEF

Share of Member of an Association of Persons or Body of Individuals in the Income of the 
Association or Body of Individuals [Section 86]
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 Rebate of Income Tax in case of certain Individuals [Section 87A]

 Relief when Salary is paid in Arrears or in Advance [Section 89]

Illustration 14:

Particulars Amounts (Rs.)
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Solution:

A. Computation of Total Income Rs. Rs.

Income from Basic Salary

Income from house property

Less : 

Capital Gains

Income from other sources

Gross Total Income 3,23,600

Less :

Total Income 2,23,600

B. Computation of Tax on Total Income
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Illustration 15:

Solution: 

Computation of Total Income for the Assessment Year 2022-23

Income from salary Rs. Rs. Rs.

Less

Gross Total Income 2,60,000

Less 

Total Income 80,650 
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Illustration 16:

Solution: 

Computation of Total Income for the Assessment Year 2022-23

Particulars Rs.

Less

Total income 6,29,040 

LESSON ROUND-UP
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TEST YOURSELF

Multiple Choice Questions “MCQs”
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LIST OF FURTHER READINGS

Direct Taxes Law and Practice

Direct Taxes Ready Reckoner with Tax Planning
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Income Tax Act, 1961:

Income Tax Rules, 1962

Circulars: https://www.incometaxindia.gov.in/Pages/communications/circulars.aspx
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INTRODUCTION
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Computation of Tax Liability Sections Amount

1. Income from Salary 

Less : 

XXX

2. Income from House Property 
Less :

XXX

Less : 

XXX

Less :
Less :

XXX

5. Income from Other Sources 
Income u/s 56
Less : 

XXX

Add : 
Less :

XXX

XXX

Less : 

Total Income XXX

XXX

Add : XXX

XXX

Net Tax Liability XXX

Less :

XXX

Less : XXX

NIL



392  Lesson 7  EP-TL

Sl. No. Total Income Rate of tax

(3)

2

i 5
2

Conditions:
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i

ii

Comparison of Existing Tax System with New Optional Tax System for Individual & HUF

Details Existing System of Tax
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TAXATION OF INDIVIDUALS

Illustration 1:
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Solution :

Computation of Taxable Income of Mr. X for the A.Y. 2022-23
Particular Amount (Rs.) Amount (Rs.)

Less: 

Total Income 16,90,000

Note 1:

Computation of Taxable Income of Mr. X for the A.Y. 2022-23

Particular Amount (Rs.)

Total Income 18,00,000

Note 1: 

Illustration 2:

Particulars Amount
Rs.

Particulars Amount
Rs.
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Total 6,13,000 Total 6,13,000

Solution :

Particulars Amount (Rs.) Amount (Rs.)
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Note

Particulars Amount (Rs.) Amount (Rs.)

Total Taxable Income 4,62,000

Note:
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Illustration 3:

Solution:

(A) Computation of Total Income

Particulars Rs. Rs.
Income from Salary
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Particulars Rs. Rs.

Less: 

Less:

Less: 
Taxable Salary 2,53,840
Income from house property

Less:

Less:
Less: 
Income from House property 2,38,600

Long-term capital gains u/s 112 2,25,000
1,01,000

Income from other sources

10,70,440
Less:

Total Income 9,10,440

Total liability (round off) 1,03,570
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(A) Computation of Total Income

Income from salary Rs. Rs.

Less:

Less:

Less:
Taxable Salary 3,70,800
Income from house property

Less:

Less: 
Less:
Income from House property 2,38,600
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Total Income 11,87,400

1,26,730

Notes

Illustration 4:

Particulars Amount (Rs.) Particulars Amount (Rs.)

Add
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Total 728000 Total 728000

Other information

Solution:

Computation of total income of Mr. X for the AY 2022-23

Particular Rs.

Less

Total Income
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Computation of Tax on Total Income

Add

Working Note:

Particular Rs.

Add

Less 

Less 

537900

R. Subramania Iyer v. CIT (1955) 28, ITR, 352

CIT v. Khanna (1963) 49 ITR 232
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Surjit Lal Chhabra v. CIT (1975 101 ITR 776) 

Commissioner of Income-tax v. S.P. Chopra (1991, 
191 ITR 455) 

IS. Srinivasan v. C.I.T., (1966) 60, ITR, p.36 (S.C.)

CIT v. Partap Chand (1959), 36 ITR, 262
[V.K.P. Abdul Kadar Haji v. Ag. ITO (1967) 

66, ITR, 173].

[CWT v. R. Sridharan (1976) 104, 
ITR, 436 (S.C.)].

A Hindu Joint Family consists of two types of members:
 Coparceners

 Other members
[Gowli Buddanna v. C.I.T. (1966) 60, ITR, p. 293 

(S.C.)]

[C. Krishna Prasadv. C.I.T. (1974) 97, p. 493 (S.C.)].

The joint property of the HUF is managed through Karta

Smt. Champa Kumari Singhi v. Addl. Member of the Board of Revenue (1962) 46, ITR, p. 81

School of Hindu Law

Mitakshara School

Dayabhaga School

Foundation
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Right to partition

Quantum of share

 Position under Hindu Succession Act, 1956

Shri Vallabhdas Modani v. C.I.T. (1982) 138, ITR, p. 673
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COMPUTATION OF INCOME OF HINDU UNDIVIDED FAMILY ‘HUF’

Joint Property of the family consists of:

CIT v. Ashok Bhai Chiman Bhai (1965) 56, 
ITR, 42 (S.C.)

Kalyanji Vithal Das v. CIT (1937) 5 ITR 90 (PC)

Jugal Kishore Baldeo Sahai v. CIT [1967] 63 ITR 238 (SC).

CIT v. Prakash Chand Agarwal [1982] 
11 Taxman 55 (MP).
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Who is entitled to share on partition

Assessment after partition (Section 171)

A partition of the HUF can be both total and partial
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Illustration 5

Solution:

CIT v. Charan Dass Khanna & Sons (1980) 123 ITR 194, 

K.S. Subbiah Pillai v. CIT (1999) 237 ITR 11 

Illustration 6:
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Dividend received from Indian Company X Ltd. Rs. 12,000. 
Interest received on listed debentures Rs.8,10,000 (net). 
Compute the total income and Tax liability of the family X (HUF) for the Assessment year 2022-23.

Solution: 

Computation of Total Income of X (HUF) for the Assessment Year 2022-23

Income from House Property (Rs.)

Less

Less
Less

1,08,400
Income from Business/Profession

Income from other sources

10,20,400

Total Income 10,20,400

Note: 

Computation of tax on Total Income of X (HUF) for the Assessment Year 2022-23

Particulars Amount

(d) Tax payable on (c) 1,81,020
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Computation of Total Income of X (HUF) for the Assessment Year 2022-23 

Income from House Property (Rs.)

(Rs.)

Income from other sources

Total Income 10,20,400
Note 

Computation of Tax on Total Income of X (HUF) for the Assessment Year 2022-23

Particulars Amount
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Illustration 7:

Solution:

Computation of Total Income of X (HUF) for the Assessment Year 2022-23

Income from house property Amount (Rs.)

Income from Business/Profession

Income from other sources

5,53,000
Less

Total Income 4,03,000

Note 

Computation of tax on Total Income of HUF for the assessment year 2022-23

Total liability (round off) 13,000

Note 
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Computation of taxable income of Ram, Ramesh and Somesh for the assessment year 2022-23

Particulars Ram Ramesh Somesh

10,000 6,00,000
Deductions u/s 80C to 80U
Taxable Income 10,000 6,00,000
Tax liability NIL 33,800 NIL

TAXATION OF FIRMS
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Computation of Income and Tax thereon of Firm

excluding incomes exempt from tax and deductions under section 80 as applicable.

Rate of Tax: 

Surcharge 

Health and Education Cess

Uniform limits for both Professional Firms and Non-Professional Firms:
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Carry forward of unabsorbed depreciation

 Assessment of Partners
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CIT v. K.H. Chambers (1965) 55 ITR 674

Addl. CIT v. Thyagasundara 
Mudaliar (1981) 127 ITR 520
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twenty lakh rupees.

Particulars (Rs.)
XXXX

Add XXXX

Add XXXX

Add XXXX

XXXX
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Illustration 8

Particular Rs. Particular Rs.

Total 57,400 Total 57,400

Solution:

Rs. Rs. Rs.

Add

24,600
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Permissible Remuneration to Partners

24,600

Note

Illustration 9

Particulars Amount Rs. Particulars Amount Rs.

Solution:

Particulars Rs. Rs.

Add
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Particulars Rs. Rs.

Less 

Less 

Less 

Illustration 10:

Solution:

Particulars Rs.
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Add 

Add

Illustration 11:

Income & Expenditure A/c of Lawyers & Co. for the year ending March 31, 2022

Particulars Amount (Rs.) Particulars Amount (Rs.)

Total 4,70,000 Total 4,70,000

Other Information:

Compute the Total Income of the Firm.
Solution:

Computation of Total Income of Lawyers & Co. for A. Y. 2022-23

Particulars Amount Rs.



421Lesson 7  Computation of Total Income and Tax Liability of Various Entities

Add 
Less 

Total Tax Liability 46,176

Notes :

Illustration 12:

Solution: 

Computation of Tax payable by Mr. X for AY 2022-23 

Computation of Normal Tax

Particulars Amount (Rs. in lakh)

Total Tax Liability 25.311
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Computation of Alternate Minimum Tax

Particulars Amount (Rs. in lakh)

Total tax Liability 31.647

Computation of Tax payable by Mr. X for AY 2022-23 Computation of Normal Tax

Particulars Amount (Rs. in lakh)

Total Tax Liability 24.453

Note:

Illustration 13:

For the year ending March 31, 2022

Particulars Amount (Rs.) Particulars Amount (Rs.)
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Other Information
1) Remuneration and interest to partners is paid as per partnership deed

2) Depreciation as per income tax rules Rs. 100000

3) Firm paid bonus to employees Rs. 20,400 relating to last year on 15-12-2020.

4) Other expenses include donation to approved charitable institution for the purpose of family planning Rs. 
45,000.

5) Fees for technical services are paid out of India wherein TDS rules apply. Tax has been deducted at source 
on time on 31 July, 2021 but it is deposited to Government 21 days late on 28 August, 2021.

7) Income and investments of Mr. A and Mr. B are as follows:

Particulars Mr. A (Rs.)

8) Mr. A received gift of Rs. 80,000 from a friend.

9) Assessee has not opted for section 115BAC

Solution:

Particulars Amount (Rs.)

Add
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Less

Less

Less

Taxable Income 4,59,820

Total liability 1,33,064

Computation of Taxable Income of partners for the Assessment Year 2022-23

Particulars A (Rs.) 
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TDS amounting to Rs. 700 to be claimed for refund

Illustration 14:

Particulars Amount (Rs.)

Income and Expenditure Account
For the year ending March 31, 2022

Particulars Amount (Rs.) Particulars Amount (Rs.)

Total 843500 Total 8,43,500
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Particulars Mr. A (Rs.)

Solution:

Particulars Rs.

Add

Less

Computation of tax on Total Income for the Assessment Year 2022-23

Computation of taxable income of partners for the Assessment Year 2022-23

Particulars A
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CIT v. Indira

Balkrishna [(1960) 39 ITR 546

Association of Persons

Ipoth v. CIT (1968) 67 
ITR 106 (S.C.) Murugesan & Bros. v. CIT (1973) 88 
ITR 432 (SC)

G Murugesan and Bros. v. Commissioner of Income-
tax (1973, 88 ITR 432)

Shanmugham & Co. v. CIT(1971) 81 ITR 310 (S.C.)

N.V. Shanmugham & Co. v. Commissioner of Income-
tax (1971, 81 ITR 310) 
(1977, 109 ITR 820) 

Estate of Mohamed Rowther v. CIT (1963, 49 ITR 39)

CIT v. Deghamwala Estates (1980, 121 ITR 684)
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A. Where Shares of Members are Determinate

Note

Illustration 15:

Solution
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Where the Shares of the Members are Indeterminate

Notes:
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 Computation of Income of Co-operative Societies

Ludhiana Central Co- operative 
Consumers’ Stores Ltd. v. C.I.T (1980) 122, I.T.R. 942

Ludhiana Central Co-operative Consumers’ Stores Ltd. Commissioner of Income-tax (1980, 
122 ITR 942) Commissioner of Income-tax v. Jindal Brothers Rice 
Mills (1989, 179 ITR 470) 

Commissioner of Income-tax v. Janak Steel Tubes (Pvt.) Ltd. (1989, 179 ITR 536) 

 Srinivas Industries v. Commissioner of Income-tax (1991, 188 ITR 22)
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 Commissioner of Income-tax v. Elys Plastics Pvt. Ltd. (1991, 188 ITR 11) 

 Commissioner of Income-tax v. Ambica Electrolytic Capacitors (P) Ltd. and others (1991, 191 ITR 494) 

 Rates of Income-tax on Co-operative Society

Health and Education Cess @ 4%.

Surcharge

Note 
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Urban Consumers’ Co-operative Society

 Other points

I.T. v. South Arcot District Co-operative Marketing Society Ltd. (1989) 43 Taxman 328/176 
ITR 117 (SC).

Broach Distt. Co-operative Cotton Sales, Ginning & 
Pressing Society Ltd. v. CIT (1989) 177 ITR 418/44 Taxman 439 (SC).

CIT v. U.P. Co-operative Federation Ltd. (1989) 176 ITR 435/43 Taxman 20 (SC).

CIT v. Punjab 
State Co-operative Supply & Marketing Federation Ltd. (1989) 46 Taxman 156 (Punj. & Har.).

Baghapurana Co-operative Marketing Society Ltd. 
v. CIT (1989) 178 ITR, 653/44 Taxman 92 (Punj. & Har.).
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CIT v. Punjab State Co-operative Supply & Marketing 
Federation Ltd. (1989) 46 Taxman 156 (Punj. & Har.).

C.I.T. v. Haryana State Co-operative Supply & Marketing 
Federation Ltd. (1989) 79 CTR (Punj. & Har.) 94.

CIT v. Haryana Co-
operative Sugar Mills Ltd. (1989) 46 Taxman 28 (Punj. & Har.).

 Assessment of Co-operative Societies

(I) Co-operative Housing Society:

(i) 

(ii) 
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Rodier Mill Employees’ Co-operative Stores Ltd. v. CIT (1982) 135 ITR 355

Rodier Mill Employees’ Co-operative 
Stores Ltd. v. Commissioner of Income-tax (1982, 135 ITR 355)

C.I.T. v. Madras Auto Rickshaw Drivers’ Co-operative 
Society (1983) 143 ITR 981

Bihar State Co-operative Bank Ltd. v. C.I.T. [(1960) 39 I.T.R. 114] 

[CIT v. Bombay State Co-operative Bank Ltd. (1968) 70 ITR 86 (S.C.)]

M.P. State Co-operative Bank Ltd. v. Addl. Commissioner of 
Income-tax (1979, 119 ITR 327) 

Commissioner of Income-tax v. Bhopal Co-operative Central 
Bank Ltd. (1987, 164 ITR 713) 

Addl. Commissioner of Income-tax v. U.P. Co-operative Cane Union 
(1978, 114 ITR 70) 

Commissioner of Income-tax v. U.P. Co-operative Cane Union Federation Ltd. (1980, 122 ITR 913) 

CIT v. Madurai District Central Co-operative Bank Ltd. (1984) 148 ITR 196

CIT v. Dhar Central Co-operative Bank (1984) 149 ITR 438 (MP)



435Lesson 7  Computation of Total Income and Tax Liability of Various Entities

Commissioner of Income-tax v. Dhar Central Co-operative Bank (1984, 
149 ITR 438) Commissioner of Income-tax v. Bhopal 
Co- operative Central Bank Ltd. (1988, 172 ITR 423) 

Madhya Pradesh Rajya Sahakari Bank 
v. Commissioner of Income-tax (1988, 174 ITR 150) 

Addl. C.I.T. v. Indian Co-operative Union Ltd. (1982) 134 ITR 108 (Delhi)

C.I.T. v. Ahmedabad Maskati Cloth Dealers Co-operative Warehouses Society Ltd. [(1986) 162 ITR 142 
(Guj.)

Commissioner of Income-tax v. Ahmedabad Maskati Cloth 
Dealers Co-operative Warehouses Society Ltd. (1986, 162 ITR 142) 

Conditions:  
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 Explanation

Illustration 16:
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Solution: 

Computation of total income of Delhi Co-operative Society

Particulars Amount (Rs.) Amount (Rs.)
Income from House Property

Income from other sources

Deductions under Section 80P

Total income 31,000

Notes:

Rodier Mill Employees’ Co- 
operative Stores Ltd. v. CIT (1982) 135 ITR 355

Computation of total income of Delhi Co-operative Society

Particulars Amount (Rs.) Amount (Rs.)

Income from House Property
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Income from other sources

Deductions under Section 80P
Total income 1,24,000

Notes:

‘Political Party’

ELECTORAL TRUST



439Lesson 7  Computation of Total Income and Tax Liability of Various Entities

Tax Exemptions for Charitable Trusts and Institutions

Trust 

Institution

Charitable purpose

(i) Income derived from property held under trust wholly for charitable or religious purposes: 

(ii) Income derived from property held under trust in part only for charitable or religious purposes: 
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(iii) Income from property held under trust created on or after 1.4.1952: 

(iv) Income from property held under trust created before 1.4.1952 

(v) Income in the form of voluntary contributions 

Explanation:

In case of not receiving the income:

In any other case:
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1. Asset held wholly for religious purposes or charitable purposes

Example 1

Example 2

Particulars Rs.

2. Assets held partly for religious or charitable purposes
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Illustration 17

Solution:

Particulars Rs.

Explanation 

[C.I.T. v. H.H. Marthanda Varma Elayaraja of Travancore Trust and others (1981) 
129 I.T.R. 191 (Ker.)]
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 Explanation 

 Explanation

 Explanation
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Explanation
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Levy of tax where the charitable institution ceases to exist or converts into a non-charitable organization
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LESSON ROUND-UP
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TEST YOURSELF

These are meant for recapitulation only. Answers to these questions are not to be submitted for evaluation.
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 Direct Taxes Law and Practice

 Direct Taxes Ready Reckoner with Tax Planning  

OTHER REFERENCES (Including Websites and Video Links)

Income Tax Act, 1961:

Income Tax Rules, 1962:

Circulars: 



Income tax being direct tax is a major source of revenue for the Central 
Government. The entire amount of income tax collected by the Central 

Fund

Lesson Outline

Lesson 8

Key Concepts One 
Should Know

Learning Objectives
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 Regulatory Framework  
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  Domestic Company Assessment Year 2022-23
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Lesson 8 

Gains and losses from Investments in equity instruments designated at fair value through OCI 

Any other Item 
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C
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Lesson 8 

Domestic company receives dividend from another domestic company
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Note: Prior to 05.07.2019, additional income-tax was attracted only in case of buy-back of unlisted shares by 
domestic companies. Consequently, only holders of unlisted shares were entitled to exemption under section 
10(34A).

I II III
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Surcharge 55,200
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172
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Note
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OTHER REFERENCES



Lesson Outline

Lesson 9 Procedural Compliance

Key Concepts One 
Should Know

Learning Objectives
To understand
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Regulatory Framework

Sections Income Tax Act, 1961
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The Tax on income is collected in four ways- Tax Deduction at source (TDS), or Tax Collection at source 
(TCS), Advance Tax, direct payment of Income Tax by the assessee on self-assessment basis and payment 
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PERMANENT ACCOUNT NUMBER [SECTION 139A]

Instant PAN : 
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Inter-changeability of PAN & Aadhaar and mandatory quoting in prescribed transactions

 Process to apply for PAN

 Quoting of PAN
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 Quoting of AADHAAR NUMBER [Section 139AA]
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Note : The provisions of this section are not applicable to such person or class or classes of persons or state or part of 

 Power Delegated to Central Government

 Penalty for not complying with provisions relating to PAN or Aadhaar

TAX DEDUCTION ACCOUNT NUMBER (TAN)

DEL M 12345 L

Steps for making TAN application
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Step – I

Vis
Step – II

Step – III

Step – IV

Step – V

Step - VI

Step – VII

Step – VIII

Step – IX

Step – X

997/8, Model Colony, Near Deep Bungalow Chowk, Pune – 411016

PAYMENT OF TAX

TAX DEDUCTED AT SOURCE (TDS)
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A brief discussion about the various ways by which income tax is collected by the Government is 
given below : 

Tax Deducted at Source (TDS) 

 Objectives of Tax Deducted at Source

Tax 
Deducted 
at Source 

(TDS)

 Scheme of Tax Deduction at Source
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Step – 1

Step – 2

Step – 3

Step – 4

Step – 5

provisions in respect of different incomes are as follows:

 Salary [Section 192]

1

2

3

4
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Deferring TDS in respect of income pertaining to Employee Stock Option Plan (ESOP) of start ups: 

[As amended by Finance Act, 2020]

Rate of deduction of tax : 

Rate of deduction of tax : 

TDS on simultaneous employment with more than one employer or on change of employment :

Payment of tax by employer on non-monetary perquisite :

TDS where the salary paid is net of tax 

1
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Salary paid in Foreign Currency [Rule 26 & 115] 

Issue of Form 16 & Form 12 BA 

 Premature withdrawal from Employees’ Provident Fund Scheme (EPFS) [Section 192A]

 Interest on Securities [Section 193]



505Lesson 9  Procedural Compliance

Rate of TDS :

 TDS on Dividend [Section 194]

Finance Act, 2021]

 Interest other than Interest on Securities [Section 194A]

Rate of Tax :
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[Amended vide 
Finance Act, 2021]
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Payer
Threshold limit if Payee is

[Amended by Finance Act, 2020]

 Winnings from Lotteries or Crossword Puzzles [Section 194B]

Rate of Tax :

Important Points:
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 Winnings from Horse Races [Section 194BB]

Rate of Tax :

 Payment to Resident Contractor or Sub-contractor [Section 194C]

Rate of Tax :

Explanation

“contract” 

“work”
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 Insurance Commission [Section 194D]

Rate of Tax :

 Payment in respect of Life Insurance Policy [Section 194DA]

Rate of Tax :

 Payment to a non-resident sportsmen / sports association [Section 194E]
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Rate of Tax :

 Commission on Sale of lottery tickets [Section 194G]

 Commission or Brokerage [Section 194H]

 Rent [Section 194-I]

Explanation 
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Circumstances, wherein, TDS is not deductible under section 194-I

CIT (TDS) (2005) 35 OT 16 Del

 
OT 105 Mum

United Airlines 

No requirement to deduct tax at source under section 194-I on remittance of Passenger Service Fees by an 

 Payment on transfer of certain Immovable Property other than Agricultural land [Section 194-IA]

Procedure to be followed for Depositing of Tax

When we talk abo

not including agricultural land, will withhold tax @ 1% of the trans
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 TDS on payment of Rent by certain Individuals/HUF [Section 194IB]

 TDS at on Joint Development Project [Section 194-IC]

Note 
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 Professional and Technical Fees [Section 194J]

[As amended by Finance Act, 2020]

 Income in respect of Units [Section 194K]

 Payment of Compensation on acquisition of Capital Asset [Section 194LA]
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 Income by way of interest from infrastructure debt fund [Section 194LB]

 Income from Units of a Business Trust [Section 194LBA]

 Income by way of interest from Indian company engaged in certain Business [Section 194LC]



515Lesson 9  Procedural Compliance

 Income by way of interest on certain bonds and Government securities [Section 194LD]

 
section 115AD;

India, under section 11 of the Secu

 Payment by Individual/HUF to Contractors and Professionals [Section 194M]

 TDS on Cash Withdrawal to discourage Cash Transactions [Section 194N]

Aggregate Cash withdrawal Limit during the Previous Year Rate of TDS
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 Payments of certain sums by e- commerce operator to e- commerce participant [Section194-O]

 TDS on payment of certain sum for Purchase of Goods [Section 194Q]
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 Payments of other sums to Non-Residents [Section 195]

Rate of TDS under Section 195 

Particulars TDS Rates
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 Income payable “Net of Tax” [Section 195A]

Interest or dividend or other sums payable to Government, Reserve Bank or certain corporations 
[Section 196]

Tax shall not be deducted on payments related to :

Tax shall not be 
deducted on 

payments related to 

Bank guarantee 

commission; & 

Cash 

management 

service charges;  

depository 

charges on 

maintenance of 

deMat accounts;  

Charges for 

warehousing 

services for 

commodities; 

underwriting

service charges;  

Clearing charges

(MICR charges);  

credit card or

debit card

commission for

transaction

between the

merchant

establishment &

acquirer bank. 
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 Income from units to offshore fund [Section 196B]

 Income from foreign currency bonds or shares of Indian Company [Section 196C]

 Income of Foreign Institutional Investors from securities [Section 196D]

[Amendment vide Finance Act, 
2021]

 RATIONALIZATION OF TAX DEDUCTION AT SOURCE PROVISIONS RELATING TO PAYMENTS BY 
CATEGORY-I  AND CATEGORY-II ALTERNATE INVESTMENT FUNDS TO ITS INVESTORS
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 No deduction to be made in certain cases [Section 197A]

 Consequence in the event of default [Section 201]
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Categories of payment

 (1) (2) (3)
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TAX COLLECTION AT SOURCE (TCS) [SECTION 206C]

Case 1 : Sale of :

Particulars Rate of TCS

Case 2 : 

Grant of lease/license of :

Case 3 : 

Sale of : 
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Case 4: 

Authorised dealer receiving from a buyer for remittance out of India and seller of an overseas tour program 
package from a buyer 

(As amended by Finance 
Act, 2020 this :

Case 5: 

A seller, who receives consideration for sale of any goods 

(As amended by Finance Act, 2020)

Notes : -
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 Requirement to Furnish PAN by Collectee [Section 206CC]



525Lesson 9  Procedural Compliance

TIME LIMIT FOR DEPOSITING OF TDS

Month Government Deductors

Note 

Quarter ended Due date of Form 16A

Form 16B : 
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TDS FORMS

Particulars

Form 24Q

Form 26Q

Form 27Q

Form 27EQ

Form 26QB

 TDS Return

Quarter ended Due Date for Form 24Q
& Form 26Q

Form 27Q Form 27EQ

Note 
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 Refund of TDS

TDS CHART FY 2021-22 “AY 2022-23”

CATEGORY A - WHEN RECIPIENT IS RESIDENT

Nature of payment TDS (SC : Nil, EC : 
Nil, SHEC : Nil)

Section 192 -

Section 192A 
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Section 193 -

Section 194 -

Section 194A - 

Section 194B -

Section 194BB -
Section 194C - 

Section 194D - 

Section 194DA 

Section 194EE - 

Section 194F -

Section 194G -

Section 194H -

Section 194-I 

Section 194IA - 

Section 194IB 

Section 194IC 

Section 194J 

Section 194K 

Section 194LA 

Section 194LBA(1) 

Section 194LBB 
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Section 194LBC(1) 

Section 194 LC 

Section 194 LD 

Section 194 M 

Section 194 N 

Section 194 O 

Section 194 P 

Section 194 Q –

CATEGORY B - WHEN RECIPIENT IS NON-RESIDENT OR FOREIGN COMPANY

Aggregate 
payment or credit 
subject to TDS 

year 2021-22

If recipient is 
non-resident 
Individual/HUF/
AOP/BOI/ 

juridical person

If recipient is non-resident If recipient is non- 
domestic company

lakh or 
less

More than 

lakh but 
not more 

crore

More 

crore
crore or 
less

More 

1 crore
crore or 
less

More 

1 crore 
but not 
more 

10 crore

More 

10 Crore

Section 192 

Section 192A 
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Section 194B 

Section 194BB- Win-
ning from horse races

31.20% 34.32% 35.88% 31.20% 34.94% 31.20% 31.82% 32.76%

Section 194E 

Section 194EE  

Section 194F  

Section 194G 

Section 194LB

Section 194LBA (2) 

section 
10(23FC(a)] by 

Section 194LBA(3)  

Section 194LBB
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Section 194LBC(2)

Section 194LC

Section 194LD

Section 195 
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Section 196B 

Section 196C 
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Section 196D 

Notes :

MINIMUM THRESHOLD LIMIT UPTO WHICH TDS NOT APPLICABLE

Particular Section Threshold limit
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 E-TDS Return

 Exemption to Non-Residents from requirement of furnishing PAN U/S 206AA

ADVANCE  TAX
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 Due Dates for Payment of Advance Tax

Particulars In case of all assessee

Amendment to section 211 : 

Note : 

 Payment of advance tax in case of capital gains/casual income/ dividend income (other than 
deemed dividend as per Section 2(22)(e) [Proviso to section 234C]

 Adjustment of Advance Tax
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Illustration 1 :

Solution:

 
2022-23) 

Step 1 

Particulars

Less : 

Less :

Total Income 8,28,500

Step 2 

Particulars

Add 

Add 
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Advance Tax (Rounded off) 61,730

Step 3 

Upto % (Rate) Each Instalment 

Note: 

Illustration 2 :

Solution:

2022-23) :
Step 1 

Particulars

 

Total Income 21,05,000
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Step 2 

Particulars

Tax on 

Add 
Add 

Step 3 

Note 

Upto Cumulative 

SELF-ASSESSMENT TAX (SAT)
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RETURNS

 Return of Income [Section 139 (1)] 
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 Amendment vide Finance Act, 2021
governed by Portuguese Civil Code of 1860 and Tax Audit applicability:
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ITR
Form 

No
Applicability

Bulk Filing of Return, an option to furnish return to employer

Power to Central Government
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 Return of Loss [Section 139(3)]

 Belated Return [Section 139(4)]

Example :

 Return of Income of charitable trust and institutions [Section 139(4A)]

 Return of Income of Political Party [Section 139(4B)]



546  Lesson 9  EP-TL

 Revised Return [Section 139(5)]

 Defective Return [Section 139(9)]
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Note 

[Amended vide Finance Act, 2021]

SIGNING OF RETURNS [SECTION 140]
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 Scheme to facilitate submission of returns through tax return preparers [Section 139B]
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dated 19- 01-2018 :

FEE AND INTEREST

 Interest for belated payment of Income-Tax [Section 220(2)]

 Interest for default in furnishing Return of Income [Section 234A]

 Interest for default in payment of Advance Tax [Section 234B]
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 Interest for deferment of Advance Tax [Section 234C]

Amendment to Section 234C(1) 

in the return of income furnished by the assessee for the assessment year commencing on the 1st day of April immediately 

Provided
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a

b ix

c

d

a
b c d

 Fees for Delay in Furnishing Return of Income [Section 234F]

COLLECTION AND RECOVERY OF TAX

Notice of Demand [Section 156] [Rules 15, 38, Forms 7, 28]

Intimation of loss [Section 157]

Assessee in Default
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Note 

 REFUNDS [SECTION 237 TO SECTION 245]
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 Whom to apply for refund?

 Who is entitled to refund?
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 Issue of Refund

 Adjustment of Refund

 Interest on Refunds
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New Section 244A(1B) 

New Section 241A 

CASE LAWS

Binoy Viswam v. Union of India Supreme Court

Provision Mandating Quoting of Aadhaar for IT Returns & PAN is valid 

Fact of the Case: 

Judgement:
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March 2, 2021 Engineering Analysis Centre of Excellence Private Limited 
(Appellant) vs. CIT (Respondent)

Supreme Court

Amount paid by resident Indian end-users/distributors to non-resident computer software 
manufacturers/suppliers, as consideration for the resale/use of computer software through EULAs 
distribution agreements, is not payment of royalty for the use of copyright in computer software, and 
that the same does not give rise to any income taxable in India; as a result of which the persons are not 

Fact of the Case:

Order/ Judgment: 

l to 
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LESSON ROUND-UP
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TEST YOURSELF

Multiple Choice Questions “MCQs”
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LIST OF FURTHER READINGS

 Direct Taxes Law and Practice

 Direct Taxes Ready Reckoner with Tax Planning 

OTHER REFERENCES (Including Websites and Video Links)

Income Tax Act, 1961:

Income Tax Rules, 1962:

Circulars:
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To understand:
Learning Objectives

Lesson Outline

Lesson 10 Assessment, Appeals & Revision

Key Concepts One 
Should Know
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Sections Income-tax Act, 1961

Regulatory Framework



Lesson 10 Assessment, Appeals & Revision

 

 INTRODUCTION

 INCOME-TAX AUTHORITIES (APPOINTMENT AND CONTROL) [SECTION 116 TO 119A]
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 Appointment and Control of Income-tax Authorities [Section 117 & 118]

 Instructions to Subordinate Authorities [Section 119]

 Tax payer’s Charter [Section 119A]
The CBDT shall adopt and declare a tax payer’s charter and issue orders, directions, instructions and guidelines to 
other Income tax authorities for the administration of such Charter.
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 JURISDICTION OF INCOME-TAX AUTHORITIES [SECTION 120]
i. Income-tax authorities to exercise powers in accordance with CBDT directions [Section 120(1)]:

ii. Deemed directions under section 120(1) by CBDT [Explanation to section 120(1)]: 

iii. CBDT may authorize income-tax authorities to exercise powers/perform functions:

iv. Criteria for issue of directions [Section 120(3)]:

v. CBDT authorisation assigning functions [Section 120(4)]: 

 CENTRAL BOARD OF DIRECT TAXES [CBDT]

 Appointment and Working of the Board

 Jurisdiction

 Power
(i) Power to make Rules

(ii) To issue instructions [Section 119(1)]

(iii) Power to issue orders, guidelines, procedures [Section 119(2)(a)]: 
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(iv) Power to relax certain provisions [Section 119(2)(a)]

(v) Power to admit belated refund application 

(vi) Power to decide jurisdiction 

(vii) Power to disclose Information: 

 
[Section 117

[Section 135]

[Section 132A]

[Section 132(1)] [Section 131(1A)]

[Section 120]

[Section 127]
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(a) To appoint an income-tax authority below the rank of an Assistant Commissioner [Section 117] 

(c) To transfer cases [Section 127] 

(d) Enquiry into concealment [Section 131(1A)] 

(e) Search and Seizure [Section 132(1)] 

(f) To requisition books of account/Assets etc. [Section 132A] 

(g) To make any enquiry [Section 135]
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 Power of Chief Commissioner or Commissioner of Income-Tax

Powers of Chief Commissioner or Commissioner of Income-Tax

[Section 117]

[Section 120]

[Section 127]

[Section 131]

[Section 132]

[Section 132A]

[Section 133A]

[Section 135]

[Section 138]

[Section 151(2)]

[Section 241]

[Section 245]

[Section 253(2)]

[Section 263]

[Section 264]

(i) To appoint an income-tax authority below the rank of Assistant Commissioner [Section 117] 

(iii) To transfer case [Section 127] 
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(iv) Power regarding discovery, production of evidence etc. [Section 131] 

(v) Search and seizure [Section 132] 

(vi) To requisition books of accounts etc. [Section 132A] 

(vii) Power of survey [Section 133A] 

(viii) To make any enquiry [Section 135] 

(ix) Disclosure of information respecting assessees [Section 138] 

(x) To sanction reopening of the assessment after the expiry of four years [Section 151(2)] 

(xi) To approve withholding of refund in certain cases [Section 241] 
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(xii) Set-off of refund against arrears of tax [Section 245]

(xv) Revision of any order passed by a subordinate authority on application by the assessee or suo motu 
[Section 264]

1. Power regarding discovery, production of evidence [Section 131]

2. Power to call for information [Section 133] 
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 Amendment to First Proviso to Section 133 

 Amendment to Second Proviso to Section 133 

 Amendment to Section 133C 

3. Power to inspect register of companies [Section 134] 

4. Set-off of refund against arrears of tax [Section 245] 

5. Disposal of appeal [Section 251] 

6. Imposition of penalty [Section 271]

 ASSESSMENT

 Self Assessment [Section 140A]
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 Inquiry before Assessment [Section 142]
1. Issue of notice to the assessee to submit return (if not submitted earlier)

2. Make Inquiry and give opportunity of being heard u/s 142(2)

3. Give direction to get books of accounts audited u/s 142(2A) to (2D) 

suo motu
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 Faceless Inquiry and Valuation [Section 142B]

Faceless Scheme [Section 142B(1)]

 Summary Assessment [Section 143(1)]
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Time limit for intimation under section 143(1) : 
9 months [The time 

limit for sending an intimation has been reduced from 1 year to 9 months vide Finance Act, 2021]

Processing under section 143(1) be mandated before Assessment

 Scrutiny (Regular) Assessment [Section 143(2) & (3)]

[The time limit for serving notice has been reduced 
from 6 months to 3 months vide Finance Act, 2021]

 Best Judgment Assessment [Section 144]
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 E-ASSESSMENTS

 FACELESS ASSESSMENT [SECTION 144B]

Procedure for Faceless Assessment [Section 144B(1)]
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Clause Provision
Serving of Notice:

Filing of response to the notice by the Assessee:

Intimation by NFAC to the Assessee:

Request by Assessment Unit to NFAC for obtaining information/conducting enquiry:

Notice or requisition to the assessee or any other person for obtaining the information:

Request for seeking technical assistance to be assigned to Technical Unit by NFAC:

Serving notice u/s 144 for failure on the part of the assessee to comply with notice seeking 
information / direction:
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Clause Provision

notice issued u/s 144:

Making of draft assessment order by the Assessment Unit:

Details of penalty proceedings to be mentioned in draft assessment order

Examination of draft assessment order by the NFAC

Review of the draft assessment order by Review Unit:

Procedure to be followed by NFAC on receiving concurrence from Review Unit:

Procedure to be followed by NFAC on receiving suggestion for variations from Review Unit:

Assessment Unit to send Final draft assessment order to NFAC:

P

Furnishing of response by the assessee to show cause notice:
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Clause Provision
Procedure on receipt / non-receipt of response from the assessee: 

Assessment Unit to make revised draft assessment order:

Procedure on receipt of revised draft assessment order by NFAC:

mutatis mutandis

Finalisation of assessment by NFAC upon receipt of acceptance from eligible assessee or 
where no objections are received from eligible assessee: 
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Clause Provision
NFAC to forward directions of DRP to Assessment Unit:

Assessment Unit to prepare a draft assessment order:

Finalisation of assessment by the NFAC:

Transfer of electronic records of the case to the jurisdictional AO after completion of 
assessment:

NFAC/RFACs/AUs/VUs/Rus to be set up for the purpose of faceless assessment [Section 144B(3)]-
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 INCOME ESCAPING ASSESSMENT [SECTION 147]

 Issue of notice where income has Escaped Assessment [Section 148]
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 Conducting inquiry, providing opportunity before issue of notice under section 148 [Section 148A]

 Faceless Assessment of Income Escaping Assessment [Section 151A]
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 ASSESSMENT IN CASE OF SEARCH OR REQUISITION [SECTION 153A]

Separate Assessment for Six Assessment Year

Time limit of completion of Assessment of 6 Assessment Years [Section 153B(1)(a)]

Where the search was executed and during the course of proceedings for the assessment or re-assessment, a 
reference under section 92CA(1) is made, the period for making an order of assessment or reassessment shall be 
extended by 12 months.

Time limit of completion of assessment in respect of the assessment year relevant to the previous year in which 
search is conducted under section 132 or requisition is made under section 132A within a period of 12 months 
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 TIME LIMIT FOR COMPLETION OF ASSESSMENTS AND RE-ASSESSMENTS [SECTION 153]

(1) As per Section 153(1), the time limit for making assessment under section 143(3) [Scrutiny Assessment] 
and Section 144 [best judgment assessment] is:-

(2) As per Section 153(2), the time limit for making assessment under section 147 [Income Escaping 
Assessment ] is:- 

Section 153(2A) deals with assessment where original assessment has been cancelled or set aside by the 
Appellate Authority under section 250 (Procedure in hearing), 254 (Order of Appellate Tribunal) or by 
Commissioner of Income Tax under section 263 (Revision of Orders, Prejudicial to Revenue), 264 (Revision 
of Orders in favour of Assessee) 

Note
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 Computation of Period of limitation

 APPEAL

An appeal is a complaint to a superior authority of an injustice done by inferior authority. The party 
complaining is called “Appellant” and the other party is known as “Respondent”
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 APPEALABLE ORDERS BEFORE COMMISSIONER (APPEALS)

APPEALABLE ORDERS BEFORE COMMISSIONER (APPEALS)
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Forms and Fees

Sl No Assessed Income Fees

Rs. 1,00,000 or less Rs. 250

2 More than Rs. 1,00,000 but not more than Rs. 2,00,000 Rs. 500

More than Rs. 2,00,000 Rs. 1000

Any other case Rs. 250

 PERIOD OF LIMITATION TO PREFER AN APPEAL [SECTION 249(2)]

1. Appeal by person denying liability to deduct tax in respect of payments payable to non-resident or a 
foreign company [Section 249(2)(a)] 

2. Appeal against assessment to penalty [Section 249(2)(b)] 

3. Other appeals [Section 249(2)(c)] 
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 PAYMENT OF TAX BEFORE FILING APPEAL [SECTION 249(4)]

 PROCEDURE FOR FILING AN APPEAL [SECTION 250]

PAYMENT OF TAX BEFORE FILING APPEAL [SECTION 249(4)]

PROCEDURE IN APPEAL [SECTION 250]
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E-Appeal: 

This amendment will take effect from 1st April, 2020

 FACELESS APPEAL [SECTION 250(6B)]

File Appeal 

Processing of Appeal
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Filing of Additional ground of Appeal

Processing of Additional Evidence

Preparation of Draft Order

Finalization of the Appeal
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Faceless Appeal Centres

 POWERS OF THE COMMISSIONER (APPEALS) [SECTION 251]

 APPELLATE TRIBUNAL [SECTION 252]



Lesson 10 Assessment, Appeals & Revision

CIT v. A. C. 
Paul (1983) 142 ITA 811 (Mad.).

CIT v. Lalchand 
Bhabutmal Jain (1985) 151 ITR 360 (Bom.)

 APPEALABLE ORDERS [SECTION 253(1) AND (2)]

 PROCEDURE FOR FILING APPEAL [SECTION 253(3), (4)&(6)]

PROCEDURE FOR FILING APPEAL [SECTION 253(3), (4)&(6)]
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Procedure when in an appeal by revenue an identical question of law is pending before Supreme 
Court [Section 158AA]
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 ORDER OF APPELLATE TRIBUNAL [SECTION 254]
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Addl. CIT v. ITAT (1983) 139 ITR 615 (AP).

 PROCEDURE OF APPELLATE TRIBUNAL [SECTION 255]

 APPEAL BEFORE HIGH COURT

APPEAL BEFORE HIGH COURT
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 APPEAL BEFORE SUPREME COURT [SECTION 261]
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SUMMARY OF APPEALS

1. Appeal to CIT(Appeals) [Section  246A to Section 251]

2. Appeal to ITAT [Section 252-255]

3. Appeal to High Court [Section 260A-260B]

4. Appeal to Supreme Court: [Section 261-262]

 REVISIONS

 REVISION BY THE COMMISSIONER OF INCOME TAX [SECTIONS 263 AND 264]
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 REVISION OF ORDERS PREJUDICIAL TO THE INTEREST OF REVENUE [SECTION 263]
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Commissioner of Income-tax v. Sunder Lal 
Commissioner of Income-tax v. Kashi Nath & Co. 1988, 170 ITR 28

Malabar Industrial Co. Ltd. v. Commissioner Income Tax (1992,198 ITR 611) 

Tara Devi 
Aggarwal v. CIT (1973, 88 ITR 523) Venkatakrishna 
Rice Co. v. CIT (1987, 163 ITR 129)

 REVISION OF ORDER IN THE INTEREST OF ASSESSEE [SECTION 264]
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1. Revision of order of subordinate authority only [Section 264(1) and Explanation 2]

2. Suo motu Revision [Section 264(1) and (2)]

3. Revision on application of the Assessee [Section 264(1), (3) & (5)]

4. Nature of the order [Section 264]
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 CIRCUMSTANCES IN WHICH NO REVISION CAN BE MADE [SECTION 264(4)]

Remedy against the Revisional Order

 OFFENCES AND PENALTIES

Section Type of Default Quantum of Penalty Levied by 
(Authority)

Minimum Penalty Maximum Penalty

2 5
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Section Type of Default Quantum of Penalty Levied by 
(Authority)

Minimum Penalty Maximum Penalty

2 5

Note: 

Note: 

Note: 

Note: 
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Section Type of Default Quantum of Penalty Levied by 
(Authority)

Minimum Penalty Maximum Penalty

2 5
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Section Type of Default Quantum of Penalty Levied by 
(Authority)

Minimum Penalty Maximum Penalty

2 5

Section 
269ST

Rs. 
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Section Type of Default Quantum of Penalty Levied by 
(Authority)

Minimum Penalty Maximum Penalty

2 5
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Section Type of Default Quantum of Penalty Levied by 
(Authority)

Minimum Penalty Maximum Penalty

2 5
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Section Type of Default Quantum of Penalty Levied by 
(Authority)

Minimum Penalty Maximum Penalty

2 5

Note 
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 Provision for E-Penalty [Section 274(2A)]

This amendment will take effect from 1st April, 2020.

 Rationalisation of Penalty Provisions

Under-reporting of Income Mis-reporting of Income

the income reassessed is greater than the income assessed 
or reassessed immediately before such re- assessment;

recording of false entry in books of account.



 Lesson 10  EP-TL

 OFFENCES AND PROCECUTION
Rigorous Imprisonment

Section Nature of Default Minimum Period Maximum Period

under 
reports his income 
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(

 No punishment if proved that there was reasonable cause for failure [Section 278AA]
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 Immunity from Penalty and Prosecution [Section 270AA]

 Provision for Bank Guarantee [Section 281B]
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LESSON ROUND-UP
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TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation)
Multiple Choice Questions (MCQs)
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LIST OF FUTHER READINGS

Direct Taxes Law and Practice

Direct Taxes Ready Reckoner with Tax Planning

OTHER REFERENCES

Income Tax Act, 1961: https://www.incometaxindia.gov.in/Pages/acts/income-tax-act.aspx
Income Tax Rules, 1962: https://www.incometaxindia.gov.in/Pages/rules/income-tax-rules-1962. aspx
Circulars: https://www.incometaxindia.gov.in/Pages/communications/circulars.aspx
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Background

Lesson Outline

Lesson 11
Concept of Indirect Taxes at a 

Glance

Key Concepts One 
Should Know

CBIC

Learning Objectives
To understand
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 BACKGROUND

 GST HISTORY IN INDIA



617Lesson 11 

st

Following are some of the distinctions between direct and indirect taxes:

DIRECT TAXES INDIRECT TAXES
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 CONSTITUTIONAL POWERS OF TAXATION
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Goods and Services Tax Council

Structure of GST Council

GST Council Recommendations :
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 POWER TO REMOVE DIFFICULTIES

List of insertions done in the Constitution of India

 INDIRECT TAXES IN INDIA – AN OVERVIEW
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 Basic summary of Goods & Services Tax

nd

st

Central Excise 

Central Sales 
Tax 

Service Tax 

VAT

Customs Act, 
1962 

Central Excise 
Act, 1944 

Central sales 
tax Act, 1956 

Finance Act, 
1994 

State VAT Act 

Import/ export 

Manufacture/ 
 

Interstate sale 

Taxable service 

Sale within the 
state 

Central Govt. 

Central Govt. 

State Govt. 

Central Govt. 

State Govt. 

83

84 

92A 

97 

54 of state list 

Tax Tax Law Taxable Event Tax Collection 
authority

VII Schedule-
Constitution of 

India

 The following diagram summarizes the erstwhile indirect taxation in India:



622  Lesson 11  EP-TL

 PRE GST TAX STRUCTURE & DEFICIENCIES
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CENTRAL TAXES

STATE TAXES LOCAL BODY 
TAXES

 Plethora of taxes

 Plenty of Taxable Events

 Double taxation

 Multiplicity of compliances

Lack of Cross-utilization facility between goods and services

Non-availability of set off arrangement against other State or Central Government levies
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 ADMINISTRATION OF INDIRECT TAXATION IN INDIA

 Framework of GST

No inter 
state-Centre 

set off

No cross 
utilisation 

between goods 
& services

Multiplicity of 
Compliances

Double 
Taxation

Numerable 
Taxable Events

Problems of 
Previous 
Regime

Plethora of 
Taxes

Goods & 
Services Tax

Central GST 
Act, 2017

Integrated GST 
Act, 2017

Union Territory 
GST Act, 2017

GST 
(Compensation to 
States) Act, 2017
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 ADMINISTRATIVE MECHANISM AT THE CENTRAL LEVEL

AUTHORITY HEADED BY

 EXISTING TAX STRUCTURE

 Passage of GST in India

CBIC
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(i) 2003

(ii) February, 2007

(iii) September, 2009

(iv) November, 2009

(v) March, 2011

nd

(vi) November, 2012

(vii) January, 2013

(viii) March, 2013

(ix) August, 2013

(x) September, 2013
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(xi) November, 2013

(xii) June, 2014

(xiii) December, 2014

(xiv) May, 2015 nd

(xv) May, 2015
(xvi) July, 2015
(xvii) June, 2016

(xviii) August, 2016 nd

(xix) August, 2016
(xx) September, 2016

(xxi) September, 2016
(xxii) April, 2017

(xxiii) April, 2017

(xxiv) July, 2017

The law Purpose

to

 GST in India 
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Central Taxes State Taxes
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 Models of GST

LESSON ROUND-UP
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GLOSSARY

GST Council:  

IGST:

SGST:

TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)

Multiple Choice Questions (MCQs)

1. 

2. 

3. 
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4. 

5. 

LIST OF FURTHER READINGS

OTHER REFERENCES



Lesson Outline

Lesson 12
Basics of Goods and Services 

Tax

Key Concepts One 
Should Know

Learning Objectives
To understand

Regulatory 
Framework

2017

Section Deals with
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 BASIC CONCEPTS AND OVERVIEW OF GOODS AND SERVICES TAX

Destination Based Tax:

Continuous chain of tax credits

GST MODEL
Dual GST Model:

CGST/SGST/UTGST/IGST

Central Goods & Services Tax (CGST)
State Goods and Services Tax (SGST)

Union Territory Goods and Services Tax (UTGST) 

Legislative Framework:

GST

IGST

SGST

CGST

Intra-State

Inter-State
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CONSTITUTIONAL FRAMEWORK OF GOODS & SERVICES TAX

 Presently not taxable under GST
 

 

 

Central
Excise 

Duty

Alcoholic Liquor for human consumption:

Tobacco:

 Outside the scope of GST

TAXABLE EVENT
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CALCULATION OF GST

Goods and Services Tax = Taxable Amount x GST Rate

GST excluding amount = GST including amount / (1+ GST rate/100)

For example, GST including amount of a product in UP is Rs. 1180 and GST rate is 18%.

 DEFINITIONS

Goods [Section 2(52) of CGST Act, 2017]

every kind of movable property other than money and securities

Money [Section 2(75) of CGST Act, 2017]

Securities [Section 2(90) of CGST Act, 2017]

“securities” 
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Actionable Claim

.

 “Services’’[Section 2(102) of CGST Act 2017] :

 Explanation 1

 Explanation 2
for which 

a separate consideration is charged then it is service.

Consideration [Section 2(31) of CGST Act 2017]

consideration

Business [Section 2(17) of CGST Act 2017]
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CONCEPT OF SUPPLY
(a) Generic meaning of ‘supply’: 

(i) Sale 

(ii) Transfer

(iii) Barter

(iv) Exchange

(CIT v. 
Motors and General Stores Pvt Ltd AIR 1968 SC 200)

(v) License

(vi) Rental

(vii) Lease
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(viii) Disposal

 

(1A)  Where certain activities or transactions constitute a supply in accordance with the provisions of sub-
section (1), they shall be treated either as supply of goods or supply of services as referred to in 
Schedule II.

 sub-sections (1), (1A) and (2), 

Donation received by charitable institutions from individual donors without quid pro-quo:

 An important feature of consideration is quid pro-quo [something in return]. Donation received by 
charitable institutions. Donations received by the charitable orgnisation are treated as consideration 
only if there exist quid pro quo, i.e, there is an obligation on part of recipient of the donation or gift to 
do anything (supply a service). 
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(quid pro quo) on

 Activities without consideration treated as deemed supply

Schedule I:



641Lesson 12  Basics of Goods and Services Tax

(1) Permanent transfer or disposal of business assets where input tax credit has been availed on such 
assets. [Para 1 of Schedule I]:

(2) Supply of goods or services or both between related persons or between distinct persons as
in section 25 [Para 2 of Schedule I]:

Meaning of Related Person:

Meaning of Distinct Person [Section 25]

(3)  Principal – Agent [Para 3 of Schedule I]:
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Example 1:

Example 2:

Example 3:

 Import of Services [Para 4 of Schedule I]

Schedule II:

Form of Supply Description

Supply of Goods
Example:

Supply of Goods

Example: 
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Supply of Goods

Example :

Exception

Supply of Goods

Supply of Services
Example: 

Supply of Services
Example:

Supply of Services
Example:

Supply of Services

Example:

Supply of Services

Supply of Services
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Supply of Services

Supply of Services
.

Supply of Services

Example:

Supply of Services

Supply of Services

 Schedule III:

 
 

Services from 
Employee to Employer 

Supply of goods by the consignee 
to any other person, by 

endorsement of documents of 
title to the goods, after the goods 
have been dispatched from the 
port of origin located outside 
India but before clearance for 

home consumption 

Duties performed by any 
person as a Chairperson or a 

Member or a Director in a 
body established by the 

Central Government or a State 
Government or local 

authority and who is not 
deemed as an employee 

before the commencement of 
this clause

Supply of warehoused goods to 
any person before clearance for 

home consumption. 

Note: “warehoused goods” shall 
have the same meaning as 

assigned to it in the Customs Act, 
1962 

Functions performed by 
Members of Parliament, 

Members of State 
Legislature, Members of 
Panchayats, Members of 

Municipalities and 
Members of other local 

authorities 

Supply of goods from a place 
in the non-taxable territory to 

another place in the non- 
taxable territory without such 

goods entering into India 

Duties performed by 
any person who holds 
any post in pursuance 
of the provisions of the 

Constitution in that 
capacity 

Actionable claims, 
other than lottery, 

betting and gambling. 

Services by any 
Court� �ribunal 
Note : �he term 
�Court� includes 

District Court, �igh 
Court � Supreme 

Court 

Sale of land and, 
sub�ect to clause �b� of 

paragraph � of 
Schedule II, sale of 

building 

Funeral, burial, 
crematorium or 

mortuary including 
transportation of the 

deceased 
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Services by an employee to the employer in relation to his employment

Services by any Court including District Court, High Court and Supreme Court

Duties performed by:

Services of a funeral, burial, crematorium or mortuary including transportation of the deceased

Sale of land and subject to paragraph 5(b) of Schedule II, sale of building

Actionable claims (other than lottery, betting and gambling)

Supply of goods from a place in the non-taxable territory to another place in the non-taxable territory 
without such goods entering into India.

Supply in Customs port before Home consumption

COMPOSITE & MIXED SUPPLY
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 Composite Supply

 Mixed Supply

S. 
No. Issue 
1. Supply of books, pamphlets, brochures, envelopes, 

with logo, design, name, address or other contents 
supplied by the recipient of such printed goods, 
are composite supplies and the question, whether 
such supplies constitute supply of goods or 
services would be determined on the basis of what 
constitutes the principal supply.
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2.

LEVY & COLLECTION OF TAX

Rates (Goods)
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Rates (Services)

COMPOSITION SCHEME

Conditions & Restrictions

Rates
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S.
NO. Registered Person CGST Rate SGST Rate Total Tax 

Rate
1.

2.

  Or

For example: 

  Or
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New scheme of Composition: Section 10(2A)

Composition scheme for service providers
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Illustration 1

Normal Levy Composition Levy

4,61,905 6,00,000
GST Liability 50,000

GST Liability 38,095
Cash Flow 4,23,810 Cash Flow 6,00,000

Notes:
1.

 Composition Rules [Chapter II, CGST Rules, 2017]

a.

b.
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c.

d.

e.

f.

g.

Intimation for composition levy [Rule 3]

FORM GST CMP-01, 

FORM GST CMP-01 

FORM GST REG-01
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Effective date for composition levy [Rule 4]

Validity of composition levy [Rule 6]

FORM GST CMP-04 
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 List of Forms related to Composition Scheme

LIABILITY TO PAY GST

a)  Forward Charge Mechanism

b)  Reverse Charge Mechanism

S. No. Form 
Required Description Due date

1.

2.

6.

7.
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EXEMPTIONS UNDER GOODS & SERVICES TAX

ad hoc
special order 

Central or State Government, based on the recommendation of the Council

For the purpose of clarifying the 
scope or applicability of A or B

By Special Order-B

2017

20172017

 Power to grant exemption from tax [Section 11 of CGST Act, 2017]
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Explanation

General Exemption [Section 11(1) of CGST Act, 2017] Exemption By Special Order [Section 11(2) of CGST 
Act, 2017]

 Exemptions under GST
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 Difference between Nil Rated, Exempt, Zero Rated and Non-GST supplies

Supply Name Description

Example:

Example:

Example:

LESSON ROUND-UP

GLOSSARY

Taxable Event: 

Composite supply 

Mixed Supply
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LIST OF FURTHER READINGS

TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)
Multiple Choice Questions (MCQs)
1. 

2. 

4. 

5. 



Lesson Outline

Lesson 13
Concept of Time, Value and 

Place of Taxable Supply

Key Concepts One 
Should Know

Learning Objectives
To understand

Regulatory 
Framework
1. Central Goods and Services 

Tax Act, 2017
Section Deals with

2. Integrated Goods and 
Services Tax Act, 2017

Section Deals with
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CONCEPT OF SUPPLY

For more details about Supply: Please read Lesson 12 – Basics of Goods and Services Tax of this book.

 Nature of Supply [Section 7 to 9 of Integrated Goods & Services Tax Act, 2017]

Transaction Type Goods Services Nature of 
supply

Domestic

Imports

Exports and other scenarios
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Intra State Supply
Supply of Goods [Section 8(1)] Services [Section 8(2)] Nature of Supply

What is not intra-State supply?
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 Supply in Territorial Waters [Section 9 IGST Act, 2017]

Note: 1

Example 1:

Example 2:

PLACE OF SUPPLY

Place of Supply of Goods other than supply of goods imported into, or exported from India 
[Section   10 of IGST Act, 2017]

Situation Place of Supply of Goods

W



663Lesson 13  Concept of Time, Value and Place of Taxable Supply

Illustration 1

Illustration 2

Illustration 3

Illustration 4

Illustration 5

 Place of supply in case of import into, export from India [Section 11 of IGST Act, 2017]

 Place of supply of services [Section 12 & 13 of IGST Act, 2017]

Section 12: 

Services                                             Place of Supply
Recipient is Registered Recipient is Unregistered

Section 12(2): 
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Section 12(3):

Section 12(4) : 

Section 12(5) :

Section 12(6) :

Section 12(7) :
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Services Status of Recipient

Registered Unregistered

Section 12(8) : 

Section 12(9) : 

Explanation

Section 12(10) : 

Section 12(11) :
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Explanation:

Section 12(12) : 

Section 12(13) : 

Section 12(14) : 

Illustrations
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 Section 13 – Where location of supplier or location of recipient is outside India

Section 13(2) General scenario [where the situation does not fall in any of the cases spelt in Section 13(3) 
to Section 13(12) - 

Section 13(3)

by the recipient of services 
, or to a person acting on behalf of the supplier of services in order to provide the 

services: 

 Provided further that nothing contained in this clause shall apply in the case of services supplied in respect of 
goods which are temporarily imported into India for repairs or for any other treatment or process and are 
exported after such repairs or treatment or process without being put to any use in India, other than that which 
is required for such repairs or treatment or process.

, represented either as the recipient of services or a person acting 
on behalf of the recipient, the recipient or the person acting on his behalf, 
with the supplier for the supply of services.

Section 13(4) Services in relation to Immovable Property, including services supplied in this regard by experts 
and estate agents, supply of accommodation by a hotel, inn, guest house, club or campsite, by whatever name called, 
grant of rights to use immovable property, services for carrying out or co- ordination of construction work, including 
that of architects or interior decorators: Location of such property.

Section 13(5) Admission to/organization of 
event, or a celebration, conference, fair, exhibition or similar events, and of services ancillary to such admission or 
organisation: Location where event is actually held.
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Section 13(6)
Location in the taxable territory.

Section 13(7) Multi locations involving more than one State/UT: Proportional to value for services separately 
collected or determined in terms of the contract or agreement entered into in this regard in each State/UT or, in the 
absence of such contract or agreement, on such other basis as may be prescribed.

Section 13(8)
, up to a 

period of one month. Location of supplier.

Section 13(9) Goods transport other than mail/courier: 

Section 13(10) Passenger transport services: 

Section 13(11) Services on board a conveyance during the course of a passenger transport operation, including 
services intended to be wholly or substantially consumed while on board,: 

Section 13 (12) on line information and database excess or retrieval services shall be the : 

Section 13(13) :

1. Research and Development services related to pharmaceutical sector:

S.No. Nature of 
Supply General Description of Supply Place of Supply
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 2. B2B maintenance, repair and overhaul services of aircrafts or aircraft engines/components/parts:

S. No. Description of Services or circumstances Place of Supply
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regarding determination of place of supply in certain cases:

1. Services provided by Ports

2. Services rendered on goods temporarily imported in India

3. Place of supply in case of software/design services related to Electronics Semi-conductor and Design 
Manufacturing (ESDM) industry

 Integrated Goods & Services Tax 
Act, 2017

Central Goods & Services 
Tax Act, 2017

non-taxable territory
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TIME OF SUPPLY

Concept of Time: 

Time of Supply of Goods [Section 12 of CGST Act, 2017]

Section 12(1) : 

Section 12(2) :
Forward Charge Mechanism

Due date for Issue of Invoice

Date of Issue of Invoice

S. No. Description Invoice must be issued
1.
2.
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Illustration 6

Reverse Charge Mechanism [Section 12(3)]

3.

4.

Note: 
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Illustration 7

Vouchers [Section (4)]

Illustration 8

Illustration 9
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All other instances [Section 12(5)]

Illustration 10

 Time of supply of services [Section 13 of CGST Act, 2017]

Forward Charge Mechanism [Section 13(2)]
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Reverse Charge Mechanism [Section 13(3)]

Illustration 11

Vouchers [Section 13(4)]

All other instances [Section 13(5)]
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 Time of Supply in case of change in rate of tax [Section 14 of CGST Act, 2017]

Section 14(a)

In case the goods or services or both have been supplied 
before the change in rate of tax [Section 14(a)]

WHICHEVER IS EARLIER
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Section 14(b)

VALUE OF TAXABLE SUPPLY [SECTION 15 OF CGST ACT, 2017]

Transaction value means

 Inclusions in determination of Value of Supply [Section 15(2)]

Explanation.
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Related
Persons

 Exclusions in determination of Value of Supply [Section 15(3)]

[Section 15(4)]

[Section 15(5)]
deemed to be “related persons” 
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VALUATION RULES : CHAPTER IV, CGST RULES, 2017

 Rule 27: Value of supply of goods or services where the consideration is not wholly in money

For example :

Analysis: 

 Rule 28: Value of supply of goods or services or both between distinct or related persons, other 
than through an agent

Analysis: 
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 Rule 29: Value of supply of goods made or received through an agent

 For example

 Rule 30: Value of supply of goods or services or both based on cost

 Rule 31: Residual method for determination of value of supply of goods or services or both

W

 Rule 31A: Value of supply in case of lottery, betting, gambling and horse racing

 Rule 32: Determination of value in respect of certain supplies
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 Explanation
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 Rule 33: Value of supply of services in case of pure agent

Explanation

For example

 Rule 34: Rate of exchange of currency, other than Indian rupees, for determination of value

 Rule 35: Value of supply inclusive of integrated tax, Central tax, State tax, Union territory tax

Explanation
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Illustration 16

Notes

LESSON ROUND-UP
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TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)

Multiple Choice Questions (MCQs)
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LIST OF FURTHER READINGS
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Lesson Outline

Lesson 14
Input Tax Credit and Computation 

of GST Liability

Key Concepts One 
Should Know

Learning Objectives
To understand
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Section Deals with

Section 2(52) “Input”

Section 2(62) “input tax”

does not

 INTRODUCTION OF INPUT TAX CREDIT

Regulatory Framework
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Section 2(63) “input tax credit”

Section 2(53

 

Section 49(5) 

Eligibility:

(1) registered person

used or intended to be used in the course or furtherance of his business

Conditions for Taking ITC

(2) 

tax paying documents 

 Eligibility and Conditions for taking Input Tax Credit [Section 16]
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aa a

Restriction on ITC on invoices/debit notes not uploaded by supplier in his GSTR-1 
[Rule 36 

S. 
No.

Issues
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 Similarly, services may also be provided to a third party by the 
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 Explanation

Failure to pay tax within stipulated time

within a period of one hundred and eighty days

Exceptions

Depreciation claimed on Tax Component, ITC not allowed

(3) 

ITC in case of goods received in 

Provided that where the goods 
against an invoice

are received in lots or 
instalments,

the  registered  person  shall  
be entitled  to  take  credit 
upon receipt of the last lot  or  
instalment.



693Lesson 14   Input Tax Credit and Computation of GST Liability

Due date to claim ITC

(4) 

Provided that the registered person shall be entitled to take input tax credit after the due date of furnishing of the 
return under section 39 for the month of September, 2020  till the due date of furnishing of the return under the said 
section for the month of March, 2021  in respect of any invoice or invoice relating to such debit note for supply of goods 

the month of March, 2021 .

Illustration 1

Illustration 2
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ad hoc

GST Council in its 38th Meeting on 18th December, 2019 has further restricted ITC for invoices which have 
not been uploaded by suppliers to 10%( now 5%) of eligible credit available in respect of invoices or debit 

Apportionment of ITC [Sub-sections (1) and (2) of section 17 read with rule 42 and rule 43 of CGST Rules]

partly for the purpose of any business 
and partly for other purposes

 Meaning of Business

 Apportionment of credit and blocked credits [Section 17]
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c.

taxable supplies 
including zero-rated supplies under this Act or under the Integrated Goods and Services Tax Act and 
partly for effecting exempt supplies under the said Acts

 Meaning of Exempt Supply:

nil 
Integrated Goods and Services Tax Act
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zero rated supply”
or both, namely: –

to a Special Economic Zone developer or a Special Economic 
Zone unit.

value of exempt supply shall include 

 Explanation ‘‘value of exempt supply’’ shall not include 

Note:
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engagedinby way of supplying accepting services 
deposits, extending loans or advances

every month,an amount equal to 50% of the 
eligible in puttax credit on inputs, capital goods 
and input services in that month and the rest 
shall lapse.

Illustration 3

(a)  Motor vehicles and other conveyances and related services (insurance, servicing and repair and 
maintenance)

except 

except 

Blocked Credits [Section 17(5)]
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Food & beverages, outdoor catering, health services and other services

Works contract services for construction of immovable property [Clause (c) of section 17(5)]
(other than plant and 

machinery) 

Self-construction of immovable property [Clause (d) of section 17(5)]

(other than 
plant or machinery) 

Explanation
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ITC in the hands of the supplier in respect of sales promotional schemes

in respect of various sales promotional schemes as under :
Samples and free gifts

Buy one get one free offer

Discounts including ‘Buy more, save more’ offers

in relation to the supply of goods or services or both on such discounts.

Secondary discounts

Explanation
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Explanation 

Availability 
of Input Tax 

Credit in 
Special Cases

 Availability of Input Tax Credit in Special Cases [Section 18]
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Time Limit to claim ITC

taking credit.

ITC in case of sale, merger, demerger, amalgamation, lease or transfer of the business

Reversal of ITC on switching to composition levy or exit from tax-paying status [Section 18(4) read with rule 
44 of CGST Rules]

Amount payable on supply of capital goods or plant and machinery on which ITC has been taken [Section 
18(6) read with rule 40(2) & rule 44(6) of CGST Rules]

to

The table below summarizes 
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Case Persons eligible Goods entitled as on Conditions

per se

Illustration 4

Illustration 5

Mr
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Illustration 6

Transfer of ITC on account of change in constitution of registered person [Section 18(3) read with rule 41 
of CGST Rules]

S. No. Issue / Question
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FORM GST ITC-02 

viz
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The registered person should furnish the details of change in constitution on the common portal and submit 

transferee on the common portal, the unutilized ITC gets credited to his electronic credit ledger. The 
transferee should record the inputs and capital goods so transferred in his books of account.Transfer of ITC 
on obtaining separate registrations for multiple places of business within a State/ Union Territory [Rule 
41A of CGST Rules]

 GOODS SENT TO JOB WORKER

“job worker”
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 Taking ITC in respect of inputs and capital goods sent for job work [Section 19]
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Provided that where the inputs are sent directly to a job worker, the period of one year shall be 
counted from the date of receipt of inputs by the job worker.

Explanation

 Input Tax Credit Rules
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 INPUT SERVICE DISTRIBUTOR

These documents shall 
be finished in  

E-FORM GSTR-2

An invoice issued in accordance with the Provisions of  section 31(3)(f);

A debit note Issued by a supplier in accordance with the provisions of 
section 34;

Required Documents 
for availing the Input 

Tax Credit including the 
Input Service Distributor

A bill of entry or any similar document prescribed under the Customs 
Act, 1962 or rules made thereunder for the assessment of integrated tax 
on imports;

An Input Service Distributor in voice or Input Service Distributor 
credit note or any document issued by an Input Service Distributor in 
accordance with the provisions of sub-rule (1)of rule 54.



709Lesson 14   Input Tax Credit and Computation of GST Liability

Illustration 7

supply.

Manner of distribution of credit by Input Service Distributor [Section 20]

Explanation. 
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Utilization of ITC

Section 49A

Utilisation of input tax credit subject to certain conditions

such payment.

Section 49B

Order of utilisation of input tax credit

 

 as the case 
may be, in any order.

 the input tax 
credit available on account of integrated t

Input tax credit 
on account of

Output liability on 
account of Integrat-

ed tax

Output liability on 
account of Central 
tax

Output liability on 
account of State 

tax/ Union Terri-
tory tax

Integrated tax

Central tax

State tax/
Union Terri-

tory tax

 Manner of recovery of credit distributed in excess [Section 21]
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Illustration 8

Treatment

calculation of GST GST 

GST 

Types of Ledgers under GST

Electronic Liability Ledger Electronic Cash Ledger Electronic credit Ledger

1. Electronic Liability Ledger

 Computation of GST Liability
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2. Electronic Cash Ledger

3. Electronic credit ledger
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LESSON ROUND-UP

ad hoc

TEST YOURSELF

Multiple Choice Questions (MCQs)
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LIST OF FURTHER READINGS



Registration

Returns

Lesson Outline

Lesson 15
Procedural Compliance under 

GST

Key Concepts One 
Should Know

Registration

Learning Objectives
To understand

Returns
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Regulatory Framework
1. Central Goods and Services Tax Act, 2017

Section   Deals with
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 RULES FOR REGISTRATION [CHAPTER III]

Rules of CGST Act, 2017 Description

territory

 REGISTRATION
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 GSTIN

The

 Persons liable for Registration [Section 22]

Explanation 

Note : 

forty lakh 
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States with threshold limit of Rs. 
10 Lacs for both goods and services

States/UTs with threshold limit of 
Rs. 20 Lacs for both goods and 
services

States/UTs with threshold 
limit of Rs. 20 Lacs for services 
and Rs. 40 Lacs for goods

Meghalaya

Telangana

Liability to get registered in case of succession or otherwise:

Registration in case of Amalgamation or Demerger:

Explanation
“aggregate turnover”

 Persons not liable for Registration [Section 23]

 any person engaged exclusively in the business of supplying goods or services or both that are 
not liable to tax or wholly exempt from tax

agriculturist

 “agriculturist”



720  Lesson 15  EP-TL

 Compulsory Registration in certain cases [Section 24]

Analysis
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Threshold limit for registration for those engaged in exclusive supply of goods enhanced to Rs. 40 lacs vide 
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Threshold Limit for Registration for Suppliers of Goods

Rs. 20 Lacs Rs. 40 Lacs

1. 

2. Meghalaya

3. 

4. 

5. Telangana

6. 

7. 

8. 

9. 

10. 
Notes:

Threshold Limit for Registration for Suppliers of Services

Rs. 10 Lacs Rs. 20 Lacs

Notes:

at
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Threshold Limit for Registration for Suppliers of Ice cream and other edible ice, whether or 
not containing cocoa; Pan masala; Tobacco and manufactured tobacco substitutes

Rs. 10 Lacs Rs. 20 Lacs

Notes:

Compulsory Registration

 

Persons not liable 
to register
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Effective date of 
registration

submitted within 30 days submitted 
after 30 days 

 Procedure for Registration [Section 25]

Section 2(20) 

Section 2(77) 

-

-
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Registration State wise [Section 25(2) read with rule 11]

Registration for a Unit in SEZ [Second Proviso to section 25(1)]

Registration in case of Supply from Territorial water [Explanation to section 25(1)]

Voluntary Registration [Section 25(3)]

Distinct Person for each registration [Section 25(4)]

Registration of Establishment [Section 25(5)]

Eligibility for Registration [Section 25(6)]

Authentication Process [Section 25(6A)]

Section 25(6B):- 
Analysis: 
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Section 25(6C): 

Section 25(6D):

Registration of Non-resident Taxable person [Section 25(7)]:

Unique Identity Number [Section 25(9)]:

Rejection or Grant of Unique Identity Number 
[Section 25 (10)]:

Analysis:- 

Analysis:- 

Analysis:- 



727Lesson 15 

Section 25 (11):

Section 25 (12): 

 Application for registration [Rule 8]

Rule 8(1): 

Rule 8(3)

Rule 8(2): 
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Rule 8(4A) 

 Explanation

Rule
8 (4)

Rule
8 (5)

Rule
8 (6)
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A

GST REG-04
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 Separate registration for multiple places of business within a State or a Union territory [Rule 11]

 Explanation

mutatis 
mutandis

 Grant of Registration to persons required to Deduct Tax at Source or to Collect Tax at Source [Rule 12]

GST REG-07 
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 Grant of registration to non-resident taxable person [Rule 13]

mutatis 
mutandis,

RULE 15-Extension in period 
of operation by casual taxable 
person and non-resident tax-

able person

RULE 14-Grant of registration to a 
person supplying online information 

and database access or retrieval 
services from a place outside India to 

a non-taxable online recipient

-

-

-

-

-

 Suo moto Registration [Rule 16]
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mutatis mutandis

 Assignment of unique identity number to certain special entities [Rule 17]

place of 
business additional 
place or places of business

principal place of 
business additional 
place or places of business

 Amendment of Registration [Rule 19]
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 Application for cancellation of registration [Rule 20]
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or

or

 Registration liable to cancellation in certain cases [Rule 21]
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 Suspension of Registration [ Rule 21A]

 Cancellation of registration [Rule 22]
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mutatis mutandis

 Revocation of cancellation of registration [Rule 23]
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 Deemed Registration [Section-26]

 



738  Lesson 15  EP-TL

Special provisions relating to casual taxable person and non-resident taxable person [Section -27]

registration:

provided under section 49.

 Amendment of Registration [Section 28]

ct.

 Cancellation or Suspension of Registration [Section 29]

 TAX INVOICES, DEBIT & CREDIT NOTES

 Tax Invoices
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that

proviso proviso

 Time limit for issuing Tax Invoice for services

The within a period of thirty days

making taxable 
supplies of services between distinct persons may issue the invoice before or 
at the time recording the same in books of account before the expiry of the quarter

Revised Invoice
Explanation

Revised invoice: within one month from the date of issuance of a 
ate of registration against the invoice already issued

Tax Invoice for Small Value :

Section 31(3)(b) Tax invoice may not be issued if value goods or services or both is less than Rs 200 
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Invoice Cum Bill of Supply :

supplying exempted paying tax as under 
Composite scheme

small taxable persons 
paying GST @ 6% on services shall issue ‘Bill of Supply’ and not ‘tax invoice’.

supplying taxable as well as exempted 
to an unregistered person

Consolidated Tax Invoice: 
recipient is an unregistered person

does not require such invoice.

 Receipt Voucher & Refund Voucher

Contents of Receipt Voucher:-

Amount of advance taken

vides
66/2017-CT dated 15-11-2017.

refund voucher

proviso

 

from the unregistered supplier

is not permissible for 

Payment Voucher:



741Lesson 15 

the supplier invoices the recipient on a regular or periodic basis 

due date of payment is ascertainable

due date of payment is not ascertainable

payment is linked to the completion of event

Continuous supply of services
for a period exceeding three months with 

periodic payment obligations

Illustration 1:

Illustration 2:

Illustration 3:

S

Supply of Services ceases before completion

time when the supply ceases
issued to the extent of the supply effected before such cessation

Goods sent on approval basis

CBE&C Circular No. 10/10/2017-GST dated 
18-10-2017 Removal of artwork to galleries for subsequent sale
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Removal of goods outside India for the exhibition :
CBI&C 

Circular No. 108/27/2019-GST dated 18.07.2019

 Particulars of a tax invoice [Section 31]

 Exceptions
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 Receipt Voucher

 Credit / Debit Notes

 Declaration

 RULES FOR TAX INVOICES, DEBIT & CREDIT NOTES
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[Rule53]

[Rule54]

[Rule 46]

[Rule 46A]

[Rule47]

[Rule 48]

[Rule 49]

 
[Rule50]

[Rule 51]

[Rule 52]

Rules for Tax
Invoices, 

Debit
& Credit Notes

 Tax Invoice [Rule 46]

-

a
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 Invoice-cum-bill of supply [Rule 46A]

 Time limit for issuing tax invoice [Rule 47]

 E Invoicing

E
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Ru

 Bill of supply [Rule 49]

-

e-invoice

-

-

-

-
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mutatis mutandis

 Receipt voucher [Rule 50]

 Refund voucher [Rule 51]
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 Payment voucher [Rule 52]

 Revised tax invoice and credit or debit notes [Rule 53]

(1) A revised tax invoice referred to in section 31 shall contain the following particulars, namely:-
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 Tax Invoice in special cases [Rule 54]
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i

mutatis mutandis, 

 Delivery Challan [Rule 55]

f
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Rule 55A : Tax Invoice or bill of supply to accompany transport of goods.

 ACOUNTS AND RECORDS

self-

 Place of maintenance

 Nature of records
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 Audit requirements

  Period of retention of accounts [Section 36]

Budget 2021 removes the requirement of getting a GST audit as well as the reconciliation 
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 ELECTRONIC WAY BILLS

maintained by registered person
These records may also be maintained 

by registered person
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  RETURNS

As

-

Submission 
of return

Matching 
of ITC

Final 
acceptance 

of ITC
of 

discrepancies 
in ITC

Matching of claim 
in reduction in 

output tax liability

 Furnishing details of outward supplies [Section 37]

 Furnishing details of inward supplies [Section 38]
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-

-

 Payment of tax, interest, penalty and other amounts [Section 49]
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of

for

 Utilisation of input tax credit subject to certain conditions [Section 49A]

 Powers Assumed by the Government to Notify Order of Utilization of Input Tax Credit [Section 49B]

Analysis
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Input tax credit on 
account of

Output liability on 
account of Integrated 

tax

Output liability on 
account of Central tax

Output liability on 
account of State tax/ 
Union Territory tax

Integrated tax

Central tax

State tax/ Union 
Territory tax

Section Order/ Rank preference Credit GST liability
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-

Illustration 4: 

Amount of Input tax Credit available and output liability under different tax heads

Head Output Liability Input Tax Credit
Integrated tax 
Central tax
State tax / Union Territory tax 
Total

Option 1:

Input tax credit 
on account of

Discharge of output 
liability on account 

of Integrated tax

Discharge of 
output liability 
on account of  

Central tax

Discharge of output 
liability on account 
of State tax/ Union 

Territory tax

Balance of Input Tax 
Credit

Integrated tax 

Input tax Credit on account of Integrated tax has been completely exhausted 

Central tax -

State tax / Union 
Territory tax 

-

Total

Option 2:

Input tax credit 
on account of

Discharge of 
output liability 
on account of 
Integrated tax

Discharge of output 
liability on account 

of Central tax

Discharge of output 
liability on account 
of State tax / Union 

Territory tax

Balance of Input 
Tax Credit

Integrated tax 

Input tax Credit on account of Integrated tax has been completely exhausted 

Central tax -

State tax / Union 
Territory tax 

-

Total
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 Electronic Liability Register [Rule 85]

 Electronic Credit Ledger [Rule 86]
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Explanation

 Conditions of use of amount available in electronic credit ledger [Rule 86A]

 Electronic Cash Ledger [Rule 87]
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 Explanation
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 Explanation 1 
 Explanation 2 

 REFUNDS

 Refund of tax [Section 54]

 Refund of un-utilised Input Tax Credit
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Refund of taxes to the retail outlets established in departure area of an international Airport beyond 
immigration counters making tax free supply to an outgoing international tourist (Rule 95A of CGST Rules)

 Interest on delayed refunds [Section 56]
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 Time limit

2 years 

 Relevant Date

o 

o 

o 

o 

o 

 Application for Refund

 Documentation and Declaration

 Refund Amount
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 Refund Order

 per se,

 Interest

 AUDIT

 General Audit [Section 65]

Timelines

Procedure

Finalisation
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 Special Audit [Section 66]

Timelines

Procedure

Finalisation

 

 

  

  

 

General Audit

of
the

of Assistant

Special Audit

Audit
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LESSON ROUND-UP

TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)
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LIST OF FURTHER READINGS

Malhotra



Lesson Outline

Lesson 16
Basic Overview on IGST, UTGST and 

GST Compensation to States Act

Key Concepts One 
Should Know

Learning Objectives
To understand
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Regulatory Framework
1. Integrated Goods and Services Tax Act, 2017

Section Deals with

Section Deals with

3. Goods and Services Tax (Compensation to States) Act, 2017

Section Deals with

4. Similar Provisions

Section Deals with Act
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INTRODUCTION

INTEGRATED GOODS & SERVICES TAX ACT, 2017 

SUPPLY TAX / TAXES

Two 
Components of 

GST
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 Relevance of IGST 

Cross-utilisation of credit 

(i) Inter-State Supply

Inter-State supply :
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(ii) Intra-State supply

Section 2(3) 

Explanation 
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Section 2(5) 

Section 2(6) 

Section 2(7) 

Section 2(10) 

Section 2(11) 

Section 2(14) 

Section 2(15): 

Section 2(16) 

Explanation
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Section 2(19) 

Section 2(20) 

Section 2(21) 

Section 2(22) 

 Levy and Collection under IGST, ACT 2017 [Section 5] 
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CGST rate is 20% maximum under IGST it is 40%

Zero rated supply 

Refund of integrated tax paid on supply of goods to tourists leaving India 

The IGST Rules, 2017 

UNION TERRITORY GOODS & SERVICES TAX ACT, 2017 

APPLICABILITY OF THE UTGST ACT, 2017 
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Ladakh

Chandigarh

Other territory
Applicability 
of the UTGST 

Act, 2017

Dadra and 
Nagar Haveli & 
Daman & Diu

Lakshwadeep

Andaman and 
Nicobar Islands
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APPLICABILITY OF GST ON UNION TERRITORY OF JAMMU & KASHMIR AND LADAKH

MERGER OF DAMAN & DIU AND DADRA & NAGAR HAVELI 

ADMINISTRATION & POWERS OF OFFICERS [SECTION 4, 5 & 6] 
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LEVY AND COLLECTION OF UTGST [SECTION 7] 

EXEMPTION FROM GST [SECTION 8] 

Explanation 
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PAYMENT OF TAX [SECTION 9] 

The amount of input tax credit available in the electronic credit ledger of the registered person on 
account of:

 
1.

 

 

2.

3.

 Utilisation of input tax credit [Section 9A] 

 Order of utilisation of input tax credit [Section 9B] 
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Input tax credit on 
account of

Output liability on 
account of Integrated tax

Output liability on 
account of Central tax

Output liability on 
account of State tax/ 
Union Territory tax

Central tax

State tax/ Union 
Territory tax

INPUT TAX CREDIT ON INPUT STOCKS [SECTION 18] 

Registered taxable person will be eligible for the 
input tax credit in the following cases Conditions for availing the Input tax credit
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INPUT TAX CREDIT: TAXABLE AS WELL AS EXEMPTED GOODS 

 SWITCH OVER FROM COMPOSITION LEVY 

ADVANCE RULING [SECTION 14 OF UTGST ACT, 2017] 

 Questions for which Advance Ruling can be sought? 
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CONSTITUTION OF AUTHORITY FOR ADVANCE RULING [SECTION 15] 

CONSTITUTION OF APPELLATE AUTHORITY FOR ADVANCE RULING [SECTION 16]       

MISCELLANEOUS
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mutatis mutandis

POWER TO MAKE RULES [SECTION 22]

GENERAL POWER TO MAKE REGULATIONS [SECTION 23] 

LAYING OF RULES, REGULATIONS AND NOTIFICATIONS [SECTION 24] 
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POWER TO ISSUE INSTRUCTIONS OR DIRECTIONS [SECTION 25] 

REMOVAL OF DIFFICULTIES [SECTION 26]

THE GOODS AND SERVICES TAX (COMPENSATION TO STATES) ACT, 2017 

 Background 

SALIENT FEATURES OF GST (COMPENSATION TO STATES) ACT, 2017

Ascertaining 
the base year

Identifying 
the revenue 
of base year

Projected 
revenue

Computation of 
compensation

Release of 
compensation
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Objectives of the Act:

Section 2 
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PROJECTED GROWTH RATE [SECTION 3] 

BASE YEAR [SECTION 4] 

BASE YEAR REVENUE [SECTION 5] 
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PROJECTED REVENUE FOR ANY YEAR [SECTION 6] 

Illustration 

 GST COMPENSATION [SECTION 7] 
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Illustration
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COMPENSATION CESS [SECTION 8]

PAYMENTS RETURN AND REFUND [SECTION 9] 

CREDITING PROCEEDS OF CESS TO FUND [SECTION 10] 
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OTHER PROVISIONS RELATING TO CESS [SECTION 11] 

mutatis mutandis

POWER TO MAKE RULES [SECTION 12] 

Overview of the IGST Act* 
Q 1. What is IGST?

Ans

Q 2. What are inter-state supplies?

Ans. 

Q 3. How will the Inter-State supplies of Goods and Services be taxed under GST?

Ans. 
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Q 4. What are the advantages of IGST Model?

Ans. 

Q 5. How will imports/exports be taxed under GST?

Ans. 

Q 6. How will the IGST be paid?

Ans. 

Q 7. How will the settlement between Centre, exporting state and importing state be done?

Ans. 

Centre and the exporting state 

Centre and the importing state 

Q 8. What treatment is given to supplies made to SEZ units or developer?

Ans. 

Q 9. Are business processes and compliance requirement same in the IGST and CGST Acts?

Ans. 

*Source : www.cbic.gov.in
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LESSON ROUND-UP

TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)

Multiple Choice Questions (MCQs)
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LIST OF FURTHER READINGS



Lesson Outline

Lesson 17 Overview of Customs Act

Key Concepts One 
Should Know

Learning Objectives
To understand
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1. Customs Act, 1962

Chapter No. and Title Sections Content

Section 28C to 28D

Regulatory Framework
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INTRODUCTION

2. Customs Tariff Act, 1975

 Rules & Regulations 

Difference between Rules and Regulations

Parameter Rules Regulations
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Adjudicating Authority: Section 2(1):

Assessment: Section 2(2) :- 

Baggage: Section 2(3):- 

Conveyance: Section 2(9)

Customs Area: Section 2(11) 

Customs Port: Section 2(12) :

Customs Station: Section 2(13) 

Dutiable Goods: Section 2(14) :- 

Duty: Section 2(15):- 

Export: Section 2(18) :- 

Export Goods: Section 2(19):- 

Exporter : Section 2(20):- 

Foreign going Vessel / Aircraft: Section 2(21) :-

Goods: Section 2(22):- 
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Import: Section 2(23)

Import Report: Section 2(24): - 

Imported Goods: Section 2(25)

Importer : Section 2(26) 

India: Section 2(27) :- 

Note: Territorial waters extend upto 12 nautical miles from the baseline on the coast of India.

Indian Customs Waters: Section 2(28) :- 

Note: Indian Customs Waters extend upto 24 nautical miles from the baseline on the coast of India. It means 
an area extended upto 12 nautical miles beyond territorial waters.

Person-in-charge: Section 2(31) :- 

Prohibited Goods : Section 2(33) 

Smuggling: Section 2(39) :- 

Warehouse: Section 2(43) :- 

Warehoused Goods : Section 2(44) :- 

LEVY & COLLECTION OF CUSTOMS DUTIES

Levy of and Exemption from Customs Duty
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Customs Tariff Act, 1975 has two schedules:

Schedule I: 

Schedule II: 

TYPES OF CUSTOMS DUTIES

Import Duty
a) Basic Customs Duty (BCD)

b) Additional Customs Duty / Countervailing Duty (CVD)

c) Additional Duty / Special Additional Duty (SAD)

Basic Customs 
Duty

Section 12 
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d). GST Compensation Cess:

e) Protective Duty: 

f) Safeguard Duty: 
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g) Countervailing Duty on Subsidized Articles: 

h) Anti-Dumping Duty on dumped articles: 

Diagrammatic view of types of customs duties.
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 Introduction of Health Cess (Finance Act, 2020) 

Salient features are as under :

CLASSIFICATION & VALUATION OF IMPORT AND EXPORT GOODS 

 Interpretation Rules under the Customs Tariff Act, 1975 

 Example 

 Example 

Example 
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 Example 

 Example 

 Valuation for Customs Duty 

each other's business

Any person holds directly / indirectly > 5% of the voting rights / 
shares in the other

Where both of them control or are controlled by the same person

They are legally recognised 
partners in business

They are employer and 
employee

One of them directly / 
indirectly controls the other
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 Valuation Rules

Rule 3(1)

For Imports

For Exports
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Less: -

Valuation Terminologies

FOB :

CIF :

Mode of Transportation -> By Air Any other mode

If Actual cost of insurance available Actual cost of insurance
If Actual cost of insurance not available 1.125% of the FOB value of the goods



809Lesson 17  Overview of Customs Act

Relevant date for rate of duty on - 

Imported Goods (Section 15):

Section Types of Goods Relevant Date

Exported Goods (Section 16):

Section Types of Goods Relevant Date

Note: 

Template for Calculation of Import Duties

INR

Total

Total Taxes and Duties 1141.30

Cost of Transport @ 20% of 
FOB if the actual cost is not 

ascertainable

Cost of Insurance @ 1.125% 
of FOB if actual is not 

ascertainable
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Illustration 1

Item No. Description USD

Solution:

Description USD INR

Assessable Value 22,927 14,63,660

Notes :
1) All costs up to the Port of Shipment will be included in the F.O.B. Value.

2) Insurance Charges shall be added on @ 1.125% of F.O.B. Value as the value of Insurance Charges as it is not 
ascertainable.

3) The actual freight charges of USD 2500 are included as it is within the maximum that can be added on is USD 
4040 (which is 20% of F.O.B. Value).

4) Buying Commission is not to be included in the computation.

Illustration 2

Solution:

Description Tonnes Rate USD INR
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Note 

Illustration 3

Solution:
Description INR

Total Import duty payable(A+B+C+D) 828.78

Total Value including Import Duty 1328.78

Illustration 4

Solution:

Heavy Chemicals vs.
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Illustration 5

Solution:

ITEM GBP INR

IGST 3,68,280 3,71,963 C
Total Import Duty 7,37,231 7,44,603 A+B+C

Notes:
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Illustration 6

Solution:

Item INR

Total Duty & Taxes payable(A+B+C+D) 27,29,000

Customs Valuation (Determination of Value of Imported Goods) Rules, 2007 

ad valorem 
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OFFICERS OF CUSTOMS LAW

ADMINISTRATION OF CUSTOMS LAW 
Person in Charge : 

 Responsibilities of a Person in Charge (PIC)

Submitting the Import / Export Manifest

Ensuring that the conveyance comes through the proper route

Ensuring that the conveyance lands at the appropriate place

Ensure that the Goods are loaded / unloaded only after proper permissions / orders

EXEMPTIONS UNDER CUSTOMS ACT
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 Administration

 Establishment under Customs 

Types of Ports
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Mode of Clearance

IMPORT & EXPORT PROCEDURES UNDER CUSTOMS LAW

 Procedure for Import through Sea Route (Cargo Clearance) 

For the Carrier

Section 30:

Section 31

For the Custodian

Section 45

For the Importer

Section 46:

For the Customs
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 Procedure for Export through Sea Route (Cargo Clearance) 

For the Carrier

Section 41:

Section 39

For the Exporter

Section 50: 

For the Customs

date of presentation of Shipping Bill

TRANSPORTATION & WAREHOUSING

 Transit and Transhipment
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Differences between Transit & Transhipment

Transit Transhipment

 Warehousing 

Public Bonded Warehouse

Private Bonded Warehouse
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BAGGAGE RULES 

Duty Free Baggage Allowances of Dutiable and Non-Prohibited Articles 

(Baggage Rules, 2016)

Rule Passenger Passenger arriving from 
countries

Amount of Duty Free Baggage 
Allowance



820  Lesson 17  EP-TL

DUTY DRAWBACK

 Duty Drawback 

Sl. No Period of Use Percentage of Drawback
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DEMAND & RECOVERY

 Demand of Duty 
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CONFISCATION OF GOODS & CONVEYANCES  

Section 111 

Section 113 

Section 115 
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Section 118 

Section 119 

Section 120 & 121 

Section 122 

Section 123 

Section 124 

Section 125 

Section 126 

Section 127 

REFUND 

 Refund of Export Duty 

 Refund of Import Duty 
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MISCELLANEOUS

 Prohibitions 
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 Offences

Criminal Liabilities

Civil Liabilities

 Advance Ruling

 Settlement Commission
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LESSON ROUND-UP
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LIST OF FURTHER READINGS

TEST YOURSELF

(These are meant for re-capitulation only. Answers to these questions are not to be submitted for evaluation.)
Multiple Choice Questions (MCQs)
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829Test paper

WARNING
It is brought to the notice of all students that use of any malpractice in examination is misconduct as provided 

in the explanation to regulation 27 and accordingly the registration of such students is liable to be cancelled or 

terminated. the text of regulation 27 is reproduced below for information:

“27. Suspension and cancellation of examination results or registration.

in the event of any misconduct by a registered student or a candidate enrolled for any examination conducted 

by the institute, the Council or any Committee formed by the Council in this regard, may suo motu or on receipt 

and after giving such student or candidate an opportunity of being heard, suspend or debar him from appearing 

in any one or more examinations, cancel his examination result, or registration as student, or debar him from 

EXECUTIVE PROGRAMME
TAX LAWS 

EP-TL
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EXECUTIVE PROGRAMME
TAX LAWS – TEST PAPER

(This test paper is for practice and self study only and not to be sent to the Institute)

Time allowed: 3 hours Maximum Mark: 100

Note : All the references to sections mentioned in Part I of the Question Paper relate to the Income Tax Act, 1961 and 

relevant Assessment Year 2022-23, unless stated otherwise.

DIRECT TAXES (PART I) – 50 MARKS

1) Short term capital loss can be set-off as per provisions of section 74 of the Income Tax Act, 1961 from :

a)  Short term capital gain

b)  Short term capital gain and Long term capital gain

c)  Long term capital gain

2) A non-resident is not required to furnish return of income under section 139(1) if his total income during the 

previous year consists of :

a) Income from Technical fee

b)  Income from Interest/Dividends

c)  Income from Royalty

d)  Income from House Rent

3) Agriculture income from agriculture land located in a foreign country is taxable in the case of :

(A)  Non-resident

(B)  Not ordinarily resident

(C)  Resident

4) 

received in India. How much amount is taxable in India for a Non-resident individual: 

a)  Rs. 10,00,000

b) Nil

c)    Rs. 5,00,000

d) Rs. 2,50,000

5) The maximum limit of rebate allowed under section 87A of the Income tax Act, 1961 in case of a non- resident 

individual whose total income does not exceeds Rs. 5,00,000 during the previous year 2021- 22 is:

a)  Rs. 12,500

b)  Rs. 5,000

c)  Rs. 10,000

d)  Nil
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6) In permanent establishment includes:

a) A person or a place

b) Construction site

c) Business preserve

d) All of the above

7) Mr. Sujit (aged 47 years), a doctor by profession based at Mumbai, earned an income from profession Rs. 

34,00,000 and interest on bank deposit Rs. 2,00,000 (includes interest on saving bank interest Rs. 30,000). He 

deposits Rs. 1,20,000 in public provident fund. Compute his taxable income for the assessment year 2022-23 

(assuming assessee has not opted for section 115 BAC of the Income Tax Act, 1961)?

a)    Rs. 34,10,000

b)    Rs. 34,50,000

c)    Rs. 34,60,000

d)    Rs. 34,70,000

8) The basic exemption limit applicable to the Super Senior Citizen (Resident in India) Individual during the 

previous year 2021-22 is:

a)    Rs. 2,50,000

b)    Rs. 3,00,000

c)    Rs. 5,00,000

d)  Nil

9) In case of Advance Ruling ‘AAR’, an applicant may withdraw an application within 

from the date of the application:

a) 30 days

b) 45 days

c) 60 days

d) 90 days

10) Mr. Narendra (Aged 81) a resident of India during the previous year 2021-22 rendered services in India and 

earned a salary Income of Rs. 4,80,000. Compute the tax liability of Mr. Narendra for the FY 2021- 22 in India 

(assuming assessee has not opted for section 115 BAC of the Income Tax Act, 1961)?

a)    Rs. 22,660

b)    Rs. 24,720

c)    Rs. 11,845

d)  NIL

11) The Total Income of the assessee has been computed as Rs.1,25,794.90. The total income after rounding off 

will be taken as:

a)    Rs.1,25,700

b)    Rs.1,25,790

c)    Rs.1,25,795

d) Rs.1,25,700
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12) 

government employee is:

a) Rs. 3 Lakhs

b) Rs. 5 Lakhs

c) Rs. 10 Lakhs

d) Fully Exempt

13) 

month and entertainment allowance of Rs. 2,000 per month. He spent Rs. 10,000 on entertainment allowance. 

Calculate the amount of deduction under section 16(ii):

a)    Rs. 24,000

b)    Rs. 10,000

c)  Rs. 5,000

d)  Nil

14) Sohan has stayed in India during the Previous Year 2021-22 for 181 days, and he is a non-resident in 9 out 

of 10 years immediately preceding the current Previous Year. He has stayed in India for 365 days in all in 

the 4 years immediately preceding the relevant Previous Year; and 480 days in all the 7 years immediately 

preceding the current Previous Year. His residential status for AY 2022-23 would be?

a. 

b. 

c. Non-resident

d. Not ascertainable

15) Which of the following is not exempt under section 10?

a. 

b. 

c. 

d. 

16) For the purposes of determining the perquisite value of the loan at a concessional rate given to the employee, the 

lending rate of .................................................. as on the .......................................................................................... day of the relevant 

PY is required, for loans exceeding INR ................................

a.  SBI, 1st, 20000

b. ICICI, last, 50000

c. SBI, last, 50000

d. ICICI, 1st, 20000

17) Deduction u/s 24(a) is?

a. 1/3rd of NAV

b. Repairs actually incurred by the owner

c. 30% of NAV

d. Interest on borrowed Capital



833Test paper

18) Mr. Ravi solved a crossword puzzle and received Rs. 1,68,000 after deduction of tax at source. His income from 

crossword puzzle chargeable to tax would be :

a.  Rs. 1,68,000

b.  Nil

c.    Rs. 1,44,000

d.    Rs. 2,40,000

19) Which of the following is not a revenue receipt?

i. Compensation received for the loss of a capital asset

ii. Compensation received for damage to or loss of a trading asset.

iii. 

iv. Income from letting out buildings owned by a company to its employees etc

a) i only

b) i and ii both

c) i , ii, and iii

d) All of the above

20) 

within?

a. 6 months from date of transfer of asset

b. 6 months from end of relevant PY

c. 

d. Anytime during the PY

21) 

2017-18, 2018-19, 2019-20,  2020-21 and 2021-22 are as follows:

Financial Year No. of days in stay in India
2016-17 55

2017-18 60

2018-19 85

2019-20 90

2020-21 100

2021-22 70

a) 

b) 

c) Non-Resident

d) Cannot be determined
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22) Ram succeeded to the business of his father Ramanuj consequent upon demise of Mr. Ramanuj on 1-2-2020. 

Ram recovered Rs. 60,000 due from a customer which was written off by late Ramanuj as bad debt and allowed 

in the assessment year 2013-14. The amount recovered is :

a) Exempt from tax

b) Fully taxable as business income

c) Rs. 30,000 being 50% taxable as business income

d) To be set off against current year bad debts

23) 

a) 30 Days

b) 60 Days

c) 90 Days

d) 120 Days

24) 

i. any Indian company

ii. any body corporate incorporated by or under the laws of a country outside India i.e. a foreign company,

iii. any institution, association or body which is or was assessable or was assessed as a company for any 

assessment year under the Indian Income Tax Act, 1922 or which is or was assessable or was assessed 

under this Act as a company for any assessment year commencing on or before the 1st day of April, 1970

a) 

b) i and ii both

c) i , ii and iii

d) none of the above

25) Deduction u/s 80C, in respect of Life Insurance Premium, Contribution to Provident Fund etc., is allowed to?

a. Any assessee

b. An individual

c. 

d. 

26) Income from a minor child from a Fixed Deposit with a bank, made out of income earned from scholarship, is 

to be?

a. Assessed in the hands of the minor child

b. Clubbed with the income of the parent whose total income before such clubbing is higher

c. Exempted from tax

d. Clubbed with father’s income

27) Mr. Shyam received cash gift of Rs. 61,000 from his friends on the occasion of his 55th birthday. None of the 

friends are relative. The amount taxable in the hands of Mr. Shyam would be :

a) Nil

b)    Rs. 11,000

c)    Rs. 61,000

d)  None of the above
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28) 

for the previous year 2021-22 from the said activity is Rs. 40 lakhs. The amount exempt from tax by way of 

agricultural income is :

a) Rs. 16 lakhs (40%)

b) Rs. 10 lakhs (25%)

c) Rs. 24 hkns (60%)

d) Rs. 14 lakhs (35%)

29) Joy Charitable Trust (registered under section 12AA) has total income of Rs. 40 lakhs. It applied Rs. 20 lakhs 

towards its objects. How much is chargeable to tax in case the trust does not opt for accumulation of income 

under section 11(2) of the Act?

a) Rs. 20 lakhs

b) Rs. 14 lakhs

c) Rs. 10 lakhs

d) Rs. 6 lakhs

30) Cost of Acquisition in case of bonus shares allotted for computing the capital gains would be.

a) FMV of the shares on the date of allotment

b) Nil

c) Cost of original shares

d) None of the above

31) Which of the following is capital receipt?

a) Reimbursement of capital outlay if the total amount received exceeds the cost of the outlay

b) Compensation received for the loss of a capital asset

c) Both i and ii

d) None of the above

32) 

a) Taxable in the Foreign Country only

b) Doubly taxable with the country with whom India has DTAA Agreement.

c) Is Taxable in India only

d) None of the all

33) 

Determine residential status of Mr. B in India during the FY 2021-22?

a) 

b) 

c) Non-Resident

d) Cannot be determined
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34) Bad debts is deductible in the year:

a) When provision for bad debts are made

b) 

c) When debts was incurred

d) When it became time-barred debt

35) 

a) FMV of the shares on the grant date less any exercise price recovered from an employee.

b) FMV of the shares on the vesting date less any exercise price recovered from an employee.

c) FMV of the shares on the exercise date less any exercise price recovered from an employee.

d) None of the above

36) An income which accrue or arise in India from a business controlled or profession set-up in India is taxable 

in case of:

a) Resident only

b) Not ordinarily resident only

c) Non-resident

d) All assessee

37) Mr. Sumit (aged 67 years), a non-resident in India, has a total income of Rs. 25,00,000 during the previous 

year 2021-22. This income includes foreign source income of Rs. 6,00,000 from a country with which India 

has DTAA to avoid double taxation. Tax levied by the foreign country on that foreign income was Rs. 1,50,000, 

Compute the tax liability of Mr. Sumit in India for the FY 2021-22? (assuming assessee has not opted for 

section 115BAC of the Income Tax Act, 1961)

a)    Rs. 4,06,850

b)    Rs. 3,63,075

c)    Rs. 4,01,700

d)    Rs. 3,95,200

38) 

a) Form 16

b) Form 26

c) Form 26Q

d) Form 27A

39) Which of the following income is / are exempt from tax?

a) 

b) 

c) Any income of an educational institution and hospitals

d) All of the above
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40) 

for the Financial Year 2021-22?

a) 

b) 

c) No, as the taxable income does not exceeds the maximum amount not chargeable to tax.

d) None of the above.

41) 

amount will be 

a)  Rs. 25,750

b)    Rs. 12,875

c)    Rs. 10,400

d)  Nil

42) An authority of advance shall have the following powers:

i. Discovery and inspection

ii. Enforcing the attendance of person and examining him an oath

iii. Compelling the production of books and account and other documents

a) (i) only

b) (i) and (ii) only

c) (i) and (iii) only

d) (i) (ii) and (iii)

43) In which of the following cases, income of previous year is assessable in the previous year itself:

i. Assessment of persons leaving India

ii. A person who is into illegal business

iii. A person who is running a charitable institution

a) (i) only

b) (i) and (ii) only

c) (i) and (iii) only

d) (i) (ii) and (iii)

44) 

(a non-resident foreign company). The consultancy fees has been paid in connection with a project/ liaison 

a) Section 194J of the Income tax Act, 1961

b) Section 195 of the Income tax Act, 1961

c) No TDS is required to be deducted

d) None of the above
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45) An assessee, engaged in the business of growing and manufacturing tea in India, the agricultural income in 

that case shall be:

a) 40% of the income from such business

b) 60% of the income from such business

c) Market value of the agricultural produce minus expenses on cultivation of such produce

d) 75 % of the Income from such business

46) Mr. Chanchal received a gift of Rs. 80,000 from his friend on the occasion of his own marriage. The amount 

shall be:

a) Taxable

b) Taxable subject to standard deduction of 30%

c) Not taxable

d) None of the above

47) Section 80QQB of the Income tax act deals with:

a) Royalty Income of authors

b) Royalties from Patent

c) 

d) 

48) Transfer of income without transfer of asset would be taxable in the hands of:

a) Transferor only

b) Transferee only

c) Either transferor or transferee

d) Both transferor and transferee

49) 

deducted at source for the above said payment. The amount liable for disallowance under section 40a(ia) for 

the assessment year 2022-23 is :

a) Nil

b)  Rs. 1,60,000

c)  Rs. 80,000

d)  Rs. 48,000

50) 

and gains from business and profession :

a) The expenditure must not be in capital nature

b) The expenditure must not be in personal nature

c) The expenditure must be incurred wholly and exclusively for the purpose of business or profession.

d) All of the above
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 INDIRECT TAXES (PART II) – 50 MARKS  

51.   

a) Article 246A

b) Article 246

c) Article 254

d) Article 264

52.  Constitutional Amendment Act.

a)  111

b)    101

c)    102

d)    110

53.  .

a) Forward Charge Mechanism

b) Reverse Charge Mechanism

c) Composition Levy

d) Time of supply of goods

54. 

scheme for States other than special category States?

a) Rs. 1.5 Crore

b) Rs. 1 Crore

c) Rs. 75 Lacs

d) Rs. 50 Lacs

55. 

due date of furnishing the annual return the books of account and ancillary records have to be retained by it48 

months from the due date of furnishing the annual return the books of account and ancillary records have to 

be retained by it

a) 60 months from the due date of furnishing the annual return the books of account and ancillary records 

have to be retained by it

b) 84 months from the due date of furnishing the annual return the books of account and ancillary records 

have to be retained by it

56. 

a) 5% i.e. least rate

b) 12% i.e. standard rate

c) 28% i.e. highest rate

d) 15% i.e. average rate
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57. 

a) 

b) 

c) 

d) Any of the above

58.  .

a) 

b) 

c) 

d) 

59. 

The goods manufactured became chargeable w.e.f. 01.08.2020. How much of ITC on such machinery purchase 

a)     Rs. 54,000

b)     Rs. 27,000

c)     Rs. 37,800

d)  Rs. 40,500

60. Which of the following is considered as Inter State Supply?

a) 

b) 

c) 

d) All of the Above

61. 

a) Delhi

b) Ponducherry

c) Daman and Diu

d) All of the above

62. Which of the following utilization of input tax credit is permitted ?

a) 

b) 

c) 

d) 

63. In arriving at C.I.F. Value under Customs, the insurance can be taken at actual, capped to?

a) 

b) 20% of C.I.F.

d)  1.125% of C.I.F.
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64. When an e-way bill is not required to be generated?

a) 

b) Where the goods are being transported from the customs port, airport, air cargo complex and land 

customs station to an inland container depot or a container freight station for clearance by Customs

c) Where the goods are being transported by a non-motorized conveyance

d) All of the above cases

65. 

a) Delhi

b) Haryana

c) Both of the above

d) None of the above

66. 

is in India?

a) Section 9

b) Section 10

c) Section 11

d) Section 12

67.   

of services.

a) Schedule I

b) Schedule II

c) Schedule III

d) Schedule IV

68.  .

a) Article 246A

b) Article 268A

c) Article 269A

d) Article 279A

69.   

a) Schedule I

b) Schedule II

c) Schedule III

d) Schedule IV
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70.  in any Financial Year shall not be treated 

a)  INR 25,000

b) INR 50,000

c) INR 2,00,000

d)    INR 5,00,000

71. 

a) Two or more taxable supplies of goods / services / both which are supplied in conjunction with each 

other

b) They are naturally bundled

c) 

d) All of the above

72. 

a) Two or more taxable supplies of goods / services / both which are supplied in conjunction with each 

other

b) They are deliberately bundled

c) 

d) All of the above

73. 

invoice?

a) Transportation of goods for job work

b) Transportation of goods for reasons other than by way of supply

c) Supply of liquid gas where the quantity at the time of removal from the place of business of the supplier 

is not known

d) All of the above

74.   

a) Section 110

b) Section 111

c) Section 112

d) Section 113

75. “Improperly exported goods” under Customs Act, 1962 mean .

a) Attempted to export prohibited goods

b) 

c) Attempted to export goods found concealed in a package

d) All of the above
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76.   

a) Section 112

b) Section 113

c) Section 114

d) Section 115

77. What is the time limit beyond which if goods are not returned, the inputs sent for job work shall be treated as 

supply?

a) Six months

b) 

c) Five Years

d) Seven Years

78. In case of goods received in instalments or lot, when can a registered person entitled to take ITC?

a) 

b) At the time of last instalment or lot received

c) At the time of 50% of instalment or lot received

d) None of the above

79. Who are the person compulsorily liable for registration?

a) Casual taxable person

b) Input Service Distributor

c) persons who are required to deduct TDS

d) All of the above

80. Ms. Rita a Practicing Company Secretary registered at Haryana travels to Delhi for business purpose and stays 

at hotel Leela in Delhi. In this case, which is the place of supply?

a) Haryana

b) Delhi

c) Chandigarh

d) None of the above

81. Which place will be considered as Place of Supply if goods are supplied on board of aircraft?

a) Location at which such goods are taken on board

b) Location at which such goods are consumed

c) 

d) None of the above

82. 

a) Section 12

b) Section 13

c) Section 14

d) Section 15

83. If a dealer is liable to be registered on 18th January 2021 and he has applied for registration on 1st February, 

2021, what is the effective date of registration?

a) 1st February, 2021

b) 18th January, 2021

c) 17th February, 2021

d) 16th February, 2021
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84. 

a) A person who is registered

b) A person who is liable to be registered

c) Both (a) and (b)

d) None of the above

85. The supplier registered under Composition Levy Scheme cannot .

a) Claim ITC

b) Collect tax on supply

c) Raise Tax Invoice

d) All of the above

86. Mr. A registered person in Delhi, is supplier of mobile Phone. Mr. B unregistered person resides in Bihar, came 

to Delhi for IAS coaching, bought one mobile Phone from Mr. A. Which is the place of supply in this situation?

a) Delhi

b) Bihar

c) Any of A or B

d) None of the above

87. Which of the following value is taken as value of a supply of goods or services or both, as per the provisions of 

a) MRP

b) Transaction Value

c) Notional Value

d) None of the above

88. 

a) Packing Charges

b) Freight charges

c) Discounts offered to customers and recorded in the invoice

d) All of the above

89. 

a) Inter-state supply of goods or services or both by union territories

b) Intra-state supply of goods or services or both by union territories

c) Both (a) and (b)

d) None of the above

90. To calculate projected revenue of state for compensation, what is the projected nominal growth rate of 

revenue?

a)   12%

b)    14%

c)    16%

d)    18%
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91. Where the registered person has claimed Depreciation on the -----------------------------------

ITC shall not be allowed.

a) Cost

b) Tax Component of Cost

c) Both

d) None of the above

92. Sec.111 to Sec. 127 of Customs Act, 1962 deals with .

a) Warehousing of goods

b) 

c) Types of Duties

d) None of the above

93. Which of the following is not considered as Intra state Supply?

a) 

b) Imported goods till they cross the customs frontiers of India

c) Supplies made to a foreign tourist taking the goods out of India

d) All of the above

94. 

situation?

a) 

b) West Bengal

c) Rajasthan

d) None of the above

95. 

a) Date of issue of voucher

b) Date of redemption of voucher

c) Expiry date of Voucher

d) Earlier of A or B or C

96. 

a) Date of issue of voucher

b) Date of redemption of voucher

c) Expiry date of Voucher

d) Earlier of A or B or C
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97. 

In this situation, what will be the value of supply of services?

a)  Rs 25,000/-

b)  Rs. 29,000/-

c)  Rs 4000/-

98. 

a) 

b) 

c) 

d) 

99. 

a) Value added tax

b) Destination based tax

c) Tax on Supply

d) All of the above

100. India has adopted a -------------------------------------------

a) Single

b) Dual

c) Triple

d) None of the above
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1 b

2 b

3 c

4 a

5 a

6 d

7 d

8 c

9 a

10 d

11 b

12 a

13 d

14 b

15 a

16 a

17 c

18 d

19 a

20 a

21 b

22 b

23 d

24 c

25 c

26 b

27 c

28 c

29 b

30 b

31 c

32 b

33 c

34 c

35 c

36 d

37 d

38 a

39 d

40 b

41 d

42 d

43 a

44 b

45 b

46 c

47 a

48 a

49 b

50 d

51 a

52 b

53 c

54 a

55 ac

56 c

57 c

58 b

59 c

60 d

61 c

62 c

63 c

64 d

65 b

66 d

67 c

68 c

69 a

70 b

71 d

72 d

73 d

74 b

75 d

76 d

77 b

78 b

79 d

80 b

81 a

82 a

83 b

84 c

85 d

86 a

87 b

88 c

89 b

90 b

91 b

92 b

93 d

94 c

95 a

96 b

97 a

98 b

99 d

100 b

Answer Key
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