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Preface

Income Tax Law and Practice is generally considered to be the most challenging subject by the students
in the commerce stream. Keeping this in mind the book has been designed to provide conceptual and
practical understanding of the fundamentals relating to the provisions of Income Tax Act of 1961 in the
most easy and simple language.

The book covers all aspects of the Income Tax Act of 1961 in order to meet the requirements of the
syllabi prescribed by all the Indian Universities for B.Com., BBA, M.Com. and other Commerce related
subjects. It bridges the gap between the theory and application by explaining the theory with clarity
and presenting the practical problems step-by-step with the required explanations and working notes.

The uniqueness of this book 1is:

Clear & Concise presentation of theoretical concepts.

A Large number (284) of graded solved illustrations.

Incorporation of the latest amendments made by the Finance Act, 2024.

Home study aids with problems organised under suitable sub-headings. Detailed answers are
given at the end of the problems along with hints and working notes.

All the Illustrations & Problems are amended upto Assessment Year 2024-25.

The book contains additional chapters on Goods & Services Tax (GST) and Transfer Pricing
which help the students to gain a comprehensive understanding of these critical taxation
concepts, enhance their analytical skills, and prepare effectively for professional exams and
real-world applications.

A Comprehensive Question Bank comprising of more than 600 Objective Type Questions and
482 Theory Questions along with 231 Numerical Questions which would enable the students
to become well-versed with the provisions of Income Tax and solve the problems easily and
accurately.

The author looks forward to obtain the user’s views for further improvement.

Dr. Anita Raman
Dr. A. Lydia Arockia Mary



Brief Contents

Objective Type Questions

Theory Questions

3 £
“ S = 2 5 5
: S % | = 5 TE|TE 58 “
S = = @« = ® = @ Sp @ 1%} )
= ' = S = 3 Ss |58 |58 ¥
v Chapter Title S SQ | & S 5Q |3 =S <
1. | Introduction to Income Tax - 6 6 6 6 2 - 1.1-1.8
2. | Basic Concepts 1 10 10 10 11 11 - 2.1-2.16
3. | Residential Status and Incidence
of Tax or Scope of Income 20 15 10 10 10 6 - 3.1-3.20
4. | Income from Salary 75 10 10 10 - 30 45 4.1-4.90
5.| Income from House Property 22 18 10 10 10 5 22 5.1-5.32
6. | Profits and Gains from Business
or Profession-1 26 12 10 10 9 4 17 6.1-6.50
7. | Profits and Gains from Business
or Profession-II / Depreciation 7 10 10 10 8 4 6 7.1-7.16
8. | Income from Capital Gains 27 25 15 15 10 10 24 8.1-8.48
9. | Income from Other Sources 20 10 10 10 10 5 20 9.1-9.30
10. | Clubbing of Income /
Aggregation of Income 17 5 5 5 - 5 10 |10.1-10.16
11. | Set-off and Carry Forward
of Losses 10 10 10 10 7 4 11 |11.1-11.16
12. | Deductions from Gross
Total Income 36 10 10 10 10 10 10 |12.1-12.56
13. | Income Tax Authorities and
Procedure of Assessment - 10 10 5 10 9 - [13.1-13.16
14. | Assessment of Individuals,
Firms and Hindu Undivided Family | 18 10 10 10 13 12 14 |14.1-14.30
15. | Goods and Services Tax (GST) 5 - - - 12 30 - |15.1-15.48
16. | Transfer Pricing (Chapter X of
Income Tax Act of 1961) - - - - 4 4 - |16.1-16.14
17. | Highlights of Finance Bill 2024
and Tax Rates for the
Assessment Year 2024-25 - - - - - - - 17.1-17.8
18. | Question Bank - 174 - - 153 48 52 |18.1-18.42
19. | University Question Papers 19.1-19.8
Total 284 335 136 131 283 199 | 231 564




Contents

1. Introduction to Income Tax 1.1-1.7
Indian History of Income Tax 1.1
Purpose of Levying Income Tax 1.1
Principles of Taxation 1.2
Elements of Tax 1.2
Classification of Taxes 1.3

Direct Taxes in India 1.3
Indirect Taxes in India 1.3
Problems of the Indian Tax System 1.3
Charging Section of Income Tax 1.4
Computation of the Total Income 1.4
Computation of Tax Liability 1.5
Sundry Aspects of Sources of Income Tax Law 1.6
Exercises 1.7
Objective Type Questions 1.7
Multiple Choice Questions 1.7

Fill in the Blanks 1.7

State True or False 1.7

Theory Questions 1.7

Short Answer Questions 1.7

Long Answer Questions 1.7

2. Basic Concepts 2.1-2.16

Important Terms and Definitions Used in Income Tax 2.1
Assessee [Section 2(7)] 2.1
Types of Assessee 2.1

Ordinary Assessee 2.1
Deemed Assessee 2.2
Assessee-in-Default 2.2
Assessment Year [Section 2(9)] 2.2
Previous Year [Section 3] 2.2
Connection between Previous Year and Assessment Year 23
Person [Section 2(31)] 2.4
Income [Section 2(24)] 2.4

Features of Income 2.5



vi

Gross Total Income and Total Income [Section 14]
Gross Total Income
Total Income or Net Income
Agricultural Income [Section 2(1a)]
Conditions to Claim Exemption for Agricultural Income
Treatment of Composite Agricultural Income
(Partly Agricultural and Partly Non-agricultural)
Distinction of Agricultural and Non-agricultural Income
Capital vs. Revenue
Introduction
Capital Receipts and Revenue Receipts
Capital Expenditures and Revenue Expenditures
Treatment of Capital and Revenue Losses
Exempted Incomes Under Section 10
Other Basic Concepts
Difference between Exemption and Deduction
Relevance of Method of Accounting while Computing Taxable Income
Amalgamation / Merger [Section 2(1B)]
Demerger [Section 2(19AA)]
Exercises
Objective Types Questions
Multiple Choice Questions
Fill in the Blanks
State True or False
Theory Questions
Short Answer Questions
Long Answer Questions

Residential Status and Incidence of Tax or Scope of Income
Residential Status of Individual [Section 6(1)]
Conditions Applicable for Residential Status of an Individual
Steps to be Adopted for Determination of Residential Status
Residential Status of a Hindu Undivided Family (HUF) [Section 6(2)]
Residential Status of a Company [Section 6(3)]
Residential Status of Every Other Person [Section 6(4)]
Incidence of Tax / Scope of Total Income [Section 5]
Exercises
Objective Types Questions
Multiple Choice Questions
Fill in the Blanks
State True or False
Theory Questions
Short Answer Questions
Long Answer Questions
Numerical Questions
Problems on Determination of Residential Status
Problems on Residential Status and Incidence of Tax

Contents

2.6
2.6
2.6
2.6
2.7

2.7
2.7
2.8
2.8
2.8
2.8
2.8
2.9
2.13
2.13
2.13
2.14
2.14
2.15
2.15
2.15
2.16
2.16
2.16
2.16
2.16

3.1-3.19
3.1
32
32
3.6
3.8
39
3.10
3.15
3.15
3.15
3.16
3.16
3.16
3.16
3.16
3.17
3.17
3.18



Contents

4. Income from Salary
Basis of Charge for Salary Income (Section 15)
Explanation of Basis of Charge / Taxability of Salary Income
Definition of Salary u/s 17(1)
Features of Salary Income
Allowances
Fully Taxable Allowances
Partly Taxable / Partly Exempted Allowances
Fully Exempted Allowances
House Rent Allowance (HRA) u/s 10(13A)
Entertainment Allowance (EA) u/s 16(ii)
Hill Allowance / Special Compensatory Hill Area Allowance
Tribal Area / Scheduled Area Allowance
Education Allowance
Hostel Allowance
Allowance for Transport Employees
Transport Allowance
Underground Allowance
High Altitude Aallowance
Highly Active Field Area Allowance
Island Duty Allowance
Special Allowance u/s 10(14)
Travelling Allowance / Transfer Allowance
Conveyance Allowance
Academic Research Allowance
Washing Allowance
Helper Allowance
Daily Allowance
Uniform’s Allowance
Perquisites
Specified Employee?
Unspecified Employee
Perquisites Taxable for all Cases of Employees
(Specified as well as Unspecified Employees)
Rent-Free Accommodation (RFA4) / House
Valuation of Rent-free Accommodation for Government Employees
Valuation of Rent-free Accommodation for
Non-Government Employees and other Employees
Concessional Rent
Obligation of the Employee Met by the Employer
Any Amount Paid by Employer to Effect an Assurance on the
Life of Employee
Free Meal
Gifts
Club Facility and Credit Card
Use of Movable Assets
Interest Free Loans
Perquisites Taxable only for Specified Cases of Employees
Motor Car Facility
Domestic Servants

vii

4.1 -4.90
4.1
4.1
4.3
43
4.6
4.7
4.8
4.8
4.8
4.14
4.16
4.16
4.16
4.16
4.17
4.17
4.17
4.17
4.17
4.17
4.17
4.17
4.17
4.17
4.18
4.18
4.18
4.18
4.18
4.19
4.19

4.20
4.20
4.20

4.21
4.25
4.26

4.26
4.26
4.26
4.26
4.26
4.27
4.27
4.27
4.32



viii

Contents

Supply of Gas, Electricity and Water 4.33

Education Facility 4.33

Transport Facility 4.33

Special Items under the Head Salaries 4.34

Gratuity (Death-cum-Retirement Gratuity) Section 10(10) 4.34

Pension 4.38

National Pension Scheme (NPS) 4.41

Tax Treatment 4.41

Profits is Lieu of Salary [Section 17(3)] 4.42

Leave Encashment 4.42

Provident Fund 4.45

Statutory Provident Fund (SPF) 4.45

Recognized Provident Fund (RPF) 4.45

Unrecognized Provident Fund (URPF) 4.46

Public Provident Fund (PPF) 4.46

Deductions u/s 16 4.48

Deduction u/s 80C 4.48

Exercises 4.81

Objective Types Questions 4.81

Multiple Choice Questions 4.81

Fill in the Blanks 4.81

State True or False 4.82

Theory Questions 4.82

Numerical Questions 4.82

Problems Considering the Allowances 4.82

Problems with Allowances and Perquisites 4.85

Problems with Gratuity 4.88

Problems with Pension 4.88

Problems with Leave Encashment 4.89

Problems with Provident Fund 4.89

Problems with Scale of Pay 4.90

Problems with Advance Salary 4.90

Problems with Deduction under Section 8§0C 4.90

5. Income from House Property 5.1-5.32

Basis of Charge (Section 22) 5.1

Other Aspects of Income from House Property 5.2

In Case of Dispute Regarding Title 5.2

If Property Let out along with Other Assets 5.2

In Case of Sub-letting 5.2

Exempted House Property Income 5.2

Gross Annual Value [Section 23(i)] 5.3

Computation of Gross Annual Value 53

Municipal Tax 53

Net Annual Value (NAV) 5.4

Deductions U/S 24 5.4
Other Important Points to be Remembered to Claim the Deduction for

Interest on Borrowed Capital 5.4

Other Situations to be Considered while Computing Taxable Income from House Property 5.12

For a Fully Let Out House 5.13



Contents ix

For a Fully Self-occupied House 5.14
Portion of the House Self-occupied and Portion of the House Let Out
(also called as Partly Self-occupied and Partly Let Out House) 5.14
Part of the Year Let Out and Part of the Year Self-occupied 5.17
Pre-construction Period Interest (PCP Interest) 5.19
Steps of be Adopted to Compute PCP Interest 5.19
Deemed to be Let Out House 5.21
Unrealized Rent Recovered 5.22
Arrear of Rent 5.23
Composite Rent 5.24
Joint Expenses 5.25
Exercises 5.25
Objective Types Questions 5.25
Multiple Choice 5.25
Fill in the Blanks 5.26
State True or False 5.27
Theory Questions 5.27
Short Answer Questions 5.27
Long Answer Questions 5.27
Numerical Questions 5.27
Problems on Income from House Property 5.27
6. Profits and Gains from Business or Profession-I 6.1 —6.50
Basis of Charge Section 28, i.e., Income that are Taxed under
Business or Profession 6.1
Business, Profession and Vocation 6.1
Meaning of Business 6.1
Meaning of Profession 6.2
Meaning of Vocation 6.2
Rules to be Followed to Charge an Income under
“Profits and Gains of Business or Profession” 6.2
Methods of Accounting (Section 45) 6.3
Meaning of Various Terms 6.3
Compulsory Maintenance of Books of Accounts and Audit of Accounts 6.4
Section 44AA 6.4
Rule 6F 6.4
Section 44AB 6.5
Rule 6G 6.5
Income on Estimates Basis (Section 44AD and Section 44AE) 6.6
Section 44AD 6.6
Conditions 6.6
Consequences 6.6
Section 44AE 6.6
Conditions 6.6
Consequences 6.6
Treatment of “Under-valuation and Over-valuation” of Stock 6.11
Other Important Points to be Considered while Computing Business Income 6.12
Exercises 6.42
Objective Types Questions 6.42

Choose the Correct Answer 6.42



X Contents

Fill in the Blanks 6.43

State True or False 6.43

Theory Questions 6.43

Short Answer Questions 6.43

Long Answer Questions 6.44

Numerical Questions 6.44
Problems to Compute Taxable Income from Business 6.44

Income from Profession 6.49

7. Profits and Gains from Business or Profession-11 / Depreciation 7.1-17.16
Reasons to Allow Depreciation as a Permissible Deduction 7.1
Conditions to Claim Depreciation Deduction 7.1
Meaning of Different Terms 7.1
Tax Treatment 7.3
Methods to Compute Allowable Depreciation 7.3
Treatment for Intangible Assets 7.5
Concept of Additional Depreciation 7.6

Points to be Remembered to Claim Additional Depreciation 7.6

Exercises 7.13
Objective Types Questions 7.13
Choose the Correct Answer 7.13

Fill in the Blanks 7.14

State True or False 7.14

Theory Questions 7.15

Short Answer Questions 7.15

Long Answer Questions 7.15

Numerical Questions 7.15
Problems on Depreciation 7.15

8. Income from Capital Gains 8.1 -8.47
Meaning of Various Terms 8.1
Capital Assets [Section 2(14)] 8.1

Kinds of Capital Assets 8.1

Short-term Capital Assets (STCA) 8.2

Long-term Capital Asset (LTCA) 8.2

Kinds of Capital Gains 8.2
Short-term Capital Gain (STCG) 8.2
Long-term Capital Gain (LTCG) 8.2
Capital Gains Exempted u/s 10 8.2
Transfer [Section 2(47)] 8.3

Further Transactions Treated as Transfer of a Capital Asset 8.3

Transactions Not Treated as Transfer of a Capital Asset 8.3

When is a Transfer Treated as Complete and Effective? 8.4

Slump Sale [Section (42C)] 8.5
Computation of Capital Gains 8.5

Steps to be Adopted to Compute Taxable Capital Gains 8.5

Meaning of the Various Terms Used in the Format to Compute Capital Gains 8.6

Exemptions Available for Capital Gains under the Income Tax Act of 1961 8.13
Section 54 8.13

Other Points for Availing Exemption under Section 54 8.14



Contents

Section 54B
Section 54D
Section 54EC
Section 54EE
Section 54F
Section 54G
Section 54GA
Section 54GB
Section 54H

Computation of Capital Gains in Certain Special Cases
Computation of Tax Liability on Capital Gains

Tax on Short-term Capital Gain
Tax on Long-term Capital Gain

Other Illustration Problems
Exercises

Objective Types Questions
Choose the Correct Answer
Fill in the Blanks
State True or False
Theory Questions
Short Answer Questions
Long Answer Questions
Numerical Questions
Problems on Computation of Income from Capital Gain

9. Income from Other Sources
Introduction
Method of Accounting
Meaning of Tax Deducted at Source (7DS)
Elaborate Explanation of Significance of Income from Other Sources

Dividend
How is Dividend Income Regarded under Income from Other Sources?
How is Dividend Income Charged to Tax?
Basis of Charge of Dividend Income (Section 8)
Points to be Considered with Regard to Tax Incidence on Dividend
Tax Treatment of Dividend Income
What is not Included in Dividends?
Interest on Securities
Tax Treatment of Income Received as Interest on Securities
Issued by the Government
Tax Treatment of Income Received as Interest from Commercial Securities
Points to be Considered for Tax Incidence on Interest on Securities
Casual Incomes [Section 56(2)(ib)]
Tax Treatment of Casual Incomes
Income from Composite Letting of Plant, Machinery or Furniture with Building
[Section 56(2)(iii)]
Gifts or Money / Property Received without Consideration or for Inadequate
Consideration [Section 56(2)]
Advance Money Received and Forfeited during the Course of
Negotiations for Sale of a Capital Asset

xi

8.19
8.21
8.23
8.24
8.24
8.29
8.30
8.32
8.33
8.33
8.34
8.35
8.35
8.36
8.41
8.41
8.41
8.42
8.43
8.43
8.43
8.43
8.43
8.43

9.1-9.30

9.1
9.3
9.3
9.4
9.4
9.4
9.5
9.5
9.5
9.5
9.6
9.6

9.6
9.7
9.7
9.8
9.8
9.9
9.9

9.9



Deductions to be Made from “Income from other Sources” (Section 57)
Deductions for Expenses Incurred to Earn Dividend
Income and Interest on Securities [Section 57(i) and 57(iii)]
Deduction in Respect of Rental Income Earned from Letting out of
Plant, Machinery, Furniture and Building
Deduction in Respect of Family Pension
Deduction in Respect of Other Expenditures
Amount Deductible from Interest on Compensation
Amount not Deductible under the Head Income from Other Sources u/s 58
Exercises
Objective Types Questions
Choose the Correct Answer
Fill in the Blanks
State True or False
Theory Questions
Short Answer Questions
Long Answer Questions
Numerical Questions
Problems on Computation of Income from Other Sources

10. Clubbing of Income / Aggregation of Income

Other Person’s Income is Included in the Assesses Total Income
Transfer of Income without Transfer of Assets (Section 60)
Transfer of Income by Revocable Transfer of Assets (Section 61)
Transfer of Income by Irrevocable Transfer of Assets (Section 62)
Income of an Individual Assessee to Include to Income of his
Spouse, Minor Child, efc. (Section 64)
Clubbing of Income of Spouse [Section 64(1)(ii)]
Income from Assets Transferred without Adequate Consideration
by an Individual to His / Her Spouse [Section 64 (1)(iv)]

Income Arising to Son’s Wife or Daughter-in-law [Section 64(1)(vi)]

Income from Assets Transferred to a Person for the
Benefit of Spouse [Section 64(1)(vii)]
Income from Assets Transferred to a Person for the Benefit of
Son’s Wife or Daughter-in-law [Section 64(1)(viii)]
Income Arising to Minor Child [Section 64(1A)]

Income Arising from Assets Blended in HUF Property [Section 64(2)]

Other Points Relating to Clubbing of Income
Income from Business [Explanation 3 to Section 64(1)]
Cross Transfer of Assets
Benami Transaction
Treatment of Loss
Income Earned from Accumulated Income of Property Transferred
Recovery of Tax (Section 65)
Aggregation of Incomes
Cash Credit (Section 68)
Unexplained Investment (Section 69)
Unexplained Money, efc. (Section 69A)
Undisclosed Investments, efc. (Section 69B)
Unexplained Expenditure (Section 69C)

Contents

9.9
9.9

9.10
9.10
9.10
9.10
9.10
9.25
9.25
9.25
9.26
9.26
9.26
9.26
9.27
9.27
9.27

10.1 -10.16
10.1
10.1
10.2
10.2

10.3
10.3

10.5
10.5

10.6

10.6
10.7
10.9
10.9
10.9
10.10
10.11
10.11
10.11
10.11
10.11
10.12
10.12
10.12
10.12
10.12



Contents

xiii

Amount Borrowed on Repaid in Hundi (Section 69D) 10.12
Exercises 10.13
Objective Types Questions 10.13
Choose the Correct Answer 10.13
Fill in the Blanks 10.13
State True or False 10.13
Theory Questions 10.13
Numerical Questions 10.13
Problems on Clubbing of Income 10.13
11. Set-off and Carry Forward of Losses 11.1 - 11.16
Stage I: Intra-head Adjustment or Inter-source Set-off of Losses (Section 70) 11.1
Stage II: Inter-head Adjustment or Set-off of Losses (Section 71) 11.2
Stage III: Carry Forward and Set-off of Losses 11.3
Exercises 11.12
Objective Types Questions 11.12
Choose the Correct Answer 11.12
Fill in the Blanks 11.13
State True or False 11.13
Theory Questions 11.13
Short Answer Questions 11.13
Long Answer Questions 11.13
Numerical Questions 11.13
Problems on Set-off and Carry Forward of Losses 11.13
12. Deductions from Gross Total Income 12.1 - 12.56
Introduction 12.1
Purpose of the Deduction 12.1
Basic Rules Governing Deductions under Sections 80C to 80U 12.1

Deductions from Gross Total Income in Respect of Certain Payments Made by
an Assessee (Under Sections 80C to 80GGA, 80GGB, 80GGC) 12.2
Section 80C 12.2
Stages of Computation of 80C Deduction 12.2
Sections 80CCC and 80CCD 12.6
Section 80CCG 12.7
Section 80 D: Deduction in Respect of Medical Insurance Premium Paid 12.8
Section 80DD 12.11
Section 80DDB: Deduction in Respect of Medical Treatment, etc. 12.12
Section 80E 12.14
Section 80EE: Deduction in Respect of Interest on Home Loan 12.15

Section 80G: Deduction in Respect of Donations to

Certain Approved Funds and Institutions 12.15
Section 80GG: Deduction in Respect of Rent Paid 12.25

Section 80GGA: Deduction in Respect of Donations for Scientific Research 12.27
Section 80GGB: Deduction in Respect of Donation or Contribution given

by an Indian Company to a Political Party

Section 80GGC: Deduction in Respect of Donation given by any other

Person to a Political Party
Deductions from Gross Total Income in Respect of
Certain Incomes (Section 80IA to 80U)

12.28

12.29

12.29



Xiv Contents

Section 80IA: Deduction in Respect of Profits and Gains from Industrial

Undertaking or Enterprises Engaged in Infrastructure Development 12.29
Section 80IAB: Deduction in Respect of Profits and Gains by an
Undertaking or Enterprise in Development of Special Economic Zone 12.29

Section 80IB: Deduction in Respect of Profits and Gains from Certain

Industrial Undertakings other than Infrastructure Development

Undertakings 12.29
Section 80 IC: Deduction in Respect of Certain Undertakings or

Enterprises in the States of Sikkim, Himachal, Uttarakhand or the

North-eastern States 12.30
Section 80ID: Deduction in Respect of Profits and Gains from
Business of Hotels and Convention Centers in Specified Area 12.30
Section 80IE: Deduction in Respect of Certain Undertakings in
North-Eastern States 12.30
Section 80JJA: Deduction in Respect of Profits from the Business of
Processing of Bio-degradable Waste 12.31
Section 80JJAA: Deduction in Respect of Employment of New Workmen 12.31
Section 80LA: Deduction in Respect of Certain Income of Off
Shore Banking Units and International Financial Service Center 12.31
Section 80QQB: Deduction in Respect of Royalty Income of Authors 12.32
Section 8ORRB: Deduction in Respect of Royalty on Patents 12.32
Section 80TTA: Deduction in Respect of Interest on Deposits in
Savings Accounts 12.33
Section 80U: Deduction in Respect of Person with Disability 12.33
Exercises 12.53
Objective Types Questions 12.53
Choose the Correct Answer 12.53
Fill in the Blanks 12.53
State True or False 12.54
Theory Questions 12.54
Short Answer Questions 12.54
Long Answer Questions 12.54
Numerical Questions 12.54
Problems on Deductions from Gross Total Income 12.54
13. Income Tax Authorities and Procedure of Assessment 13.1 -13.15
Income Tax Authorities (Section 116) 13.1
Appointment, Powers and Duties of Tax Authorities 13.1
Central Board of Direct Taxes [CBDT] Constituted Under the
Central Board of Revenue Act 13.1
Director General 13.1
Commissioner of Income Tax 13.2
Commissioner of Income Tax (Appeals) 13.2
Joint Commissioners or Assistant Commissioners of Income Tax 13.2
Income Tax Officers 13.2
Tax Recovery Officers [Section 2(44)] 13.3
Inspectors of Income Tax 133
Assessing Officer (AO) Section 2(7A)] 133
Filing of Return and Due Dates [Section 139(1)] 133

Who Should File? 133



Contents XV

Belated Return [Section 139(4)] 13.4
Revised Return of Income [Section 139(5)] 13.4
Defective Return of Income [Section 139(9)] 13.4
Assessment and Types of Assessment 13.4
Self-assessment [Section 140A] 13.5
Assessment on the Basis of Return 13.5
Regular Assessment [Section 143(3) or 144] 13.5
Scrutiny Assessment [Section 143(1)] 13.5

Scope of Scrutiny Assessment 13.5

Initiation of Scrutiny Assessment 13.5

Types of Scrutiny Assessment 13.6

Procedure for Scrutiny Assessment 13.6

Time Limit for Conducting Scrutiny Assessment as per Section 153 13.6

Best Judgement Assessment [Section 144] 13.6
Compulsory Best Judgement Assessment 13.6
Discretionary Best Judgement Assessment 13.6
Consequences of Best Judgement Assessment 13.7
Reassessment or Income Escaping Assessment [Section 147] 13.7
Protective or Precautionary Assessment 13.7
Advance Payment of Tax 13.7
Points to be Kept in Mind regarding Advance Tax 13.7

Tax Deducted at Source [TDS] 13.7
Who is Liable to Deduct Tax at Source 13.7
Procedure for Tax Deduction from Salaries [Section 192] 13.8
Penalties and Prosecutions 13.8
Refund of Excess Tax [Section 237] 13.10
Points to be Kept in Mind Regarding Refund of Excess Tax 13.10

Appeals and Revisions 13.10
Appeals to Commissioner [Appeals] [Section 246A] 13.10

Points to be Kept in Mind 13.11

Revisions [Section 264] 13.11

Points to be Kept in Mind 13.11

Permanent Account Number [PAN] [Section 139A] 13.11
Person Who Should Have PAN Compulsorily? 13.12

Points to be Kept in Mind Regarding PAN 13.12

Tax Planning 13.12
Tax Evasion 13.12
E-Filing 13.12
Filing of Returns on Computer Readable Medium 13.13
Electronic Furnishing of Return of Income Scheme, 2007 13.13
Furnishing of Return of Income on Internet Scheme, 2004 13.13

Tax Holiday 13.13
Exercises 13.14
Objective Types Questions 13.14
Choose the Correct Answer 13.14

Fill in the Blanks 13.14

State True or False 13.15

Theory Questions 13.15

Short Answer Questions 13.15

Long Answer Questions 13.15



Xvi Contents

14. Assessment of Individuals, Firms and Hindu Undivided Family  14.1 — 14.30

Assessment of Individuals 14.1
An Individual’s Sources of Total Income 14.1
Computation of Taxable Income or Total Income of an Individual 14.1
Explanation About the Reliefs or the Rebates on Tax 14.2

Tax Rates of an Individual for the Assessment Year 2024-25 14.3
Normal Tax Rates 14.3

Tax Rates for a Resident Senior Citizen who is 60 years or more but
less than 80 years during the Assessment Year 2024-25 14.4
Tax Rates for a Super Senior Citizen who is 80 years or
more during the Assessment Year 2024-25 14.4
Income Taxable at Special Rate 14.5

Assessment of Firms 14.15
Assessment of Income of a Partnership Firm 14.15
Computation of a Total Income of a Firm 14.16

Computation of Book Profit 14.16
Deductions Permissible to a Firm 14.17

Assessment of HUF (Hindu Undivided Family) 14.23
Deductions available u/s 80 for HUF 14.24
Steps to Calculate Taxable Income and Tax Liability 14.24

Exercises 14.25
Objective Types Questions 14.25

Choose the Correct Answer 14.25

Fill in the Blanks 14.26

State True or False 14.26

Theory Questions 14.27

Short Answer Questions 14.27

Long Answer Questions 14.27

Numerical Questions 14.27

Problems on Computation of Total Income 14.27

15. Goods and Services Tax (GST) 15.1 — 1548

Origin of GST 15.1

Constitutional Amendment 15.1

What is GST? 15.1
Concept of Goods and Services Taxes 15.2
Objectives of GST 15.2
Worldwide GST 15.2
Enactment of GST Bills 15.3
Dimensions of Goods and Services Tax 15.3

Change in Law and Procedures on Implementation of GST 153
New Rates of Tax 15.4
Tax Credit System Reforms 15.4
Taxability of Stock Transfers from One State to Another 15.4
Stock Transfer Procedure to Branches or Consignment Agents within the State ~ 15.4
Avoiding of Double Taxation Sale / Services 15.4
Issue Relating to Goods Classified under HSN 15.4
Upgradation of Software 15.4
Continuous Staff Training Programmes 15.4

Single Professionals Consultant 15.4



Contents

Effect of the GST on Indian Economic Growth
Action Plan of GST Council
Applicability of GST
Beliefs and Ideas of the GST Council
Emerging Events for the Implementation of GST
Administration of GST
Imports to be Taxed under GST
GST Bill
Differences Between the Previous Tax Regime & GST
GST Tax Structure
Framework of GST
Basis of Levy of GST
Registration of GST
Collection of Tax and Filing of Returns Procedures
Validation and Verification of Challan / Returns
Charge of Excise Duty
Charge of Customs Duty
Charge of Service Tax
Application of the Central Sales Tax (CST)
Charge of State VAT
Charge of Entry Tax
Tax Levied on the Export of Goods and Services

Charge of Tax on Inter-State Transfer of Goods to Branch or Agent
Charge of Tax on Transfer of Goods to Branch or Agent within State

Cascading Effect of the Indirect Taxes
Existence of Cross Set-Off of Levy
Disallowance of Credit on Selected Items

Disallowance of Inputs / Input Services Used in Exempted Goods / Services

Available Exemptions for Excise Free Zone, VAT Remissions
Charge of Tax on Government Bodies, NGO’s
Thresholds Limits
Impact of GST on Small Enterprises
Characteristics of the GST Model
Kinds of GST in India
Central Goods & Service Tax (CGST)
State Goods & Services Tax (SGST)
Union Territory Goods & Services Tax (UTGST)
Analysis of GST’s Impact on Central Government and State Governments
Impact of GST on Central Government
Impact of GST on State Governments
Indian Economy and GST
Industry-wise Effect of GST in India
Automobiles
Textiles
Engineering, Capital Goods and Power Equipment (ECPE) Sector
Hotels Industry
Logistics and Warehouses
Pharmaceutical Industry
FMCG (Fast Moving Consumer Goods)
Telecom Industry

Xvii
15.5
15.6
15.6
15.6
15.7
15.7
15.7
15.8
15.8
15.9
15.9
15.9
15.9
15.9
15.9
15.9
15.9
15.9
15.9

15.10
15.10
15.10
15.10
15.10
15.10
15.10
15.10
15.10
15.10
15.10
15.11
15.11
15.11
15.12
15.12
15.13
15.13
15.13
15.13
15.13
15.13
15.14
15.14
15.14
15.14
15.14
15.14
15.14
15.15
15.15



Xviii Contents

Sector-wise impact of GST 15.15
IT and ITES Sector 15.15

Consumer Durables Sector 15.15

Furnishing and Décor Sector 15.15

Cement Sector 15.15

Banking Sector and Financial Institutions 15.15

Other Effects of GST in India 15.15

GST Rates 15.16
Other Impacts of GST 15.17
Exemptions Under GST 15.17

Goods Exempt from Goods and Services Tax 15.17

Services Exempt from Goods and Services Tax 15.19

Advantages and Disadvantages of GST 15.28
Advantages of GST 15.28

Other Major Benefits of GST 15.28

Benefits to Industry 15.29

Benefits to Central and State Governments 15.30

Benefits to Consumer 15.30

Benefits of GST to Indian Economy 15.30
Disadvantages of GST 15.31
Definitions of Various Terms in CGST Act 15.31
GST Returns Mechanism 15.32
Different Types of GST Returns 15.33
Calender for GST Return Filing 15.34
Provisions for Different GST Returns 15.35
Furnishing Details of Outward Supplies in Form GSTR-1 [Section 37] 15.35

Furnishing Details of Inward Supplies in Form GSTR-2 [Section 38] 15.35

Furnishing of Returns in Form GSTR-3, GSTR-4 and GSTR-5 [Section 39] 15.35

Furnishing of Return in Form GSTR-3B 15.35

Furnishing of Annual Return in Form GSTR-9 15.36

Different Assessments Under GST 15.36
Self-assessment 15.36

Provisional Assessment 15.36

Scrutiny Assessment / Scrutiny of Return 15.37

Best Judgement Assessment for Non-filers of Return 15.38

Assessment of Unregistered Person 15.38

Summary Assessment 15.38
Applicability of Interest Under GST 15.38
Liability of a Person for Penalty Under GST 15.39
Provisions of Recovery of Tax and Levy of Penalty 15.39

Time Limit for Issue of Notice and Making Order 15.40

Mechanism of Tax Deduction at Source (TDS) Under GST 15.40
Persons Liable for Tax Deduction at Source (TDS) [Section 51] 15.40

Rate of TDS and the Limit 15.41
Registration Requirement 15.41
Procedure 15.41
Provisions Regulating Audit in GST 15.42
Different Types of Audit 15.42
Exercises 15.47

Theory Questions 15.47



Contents Xix

Short Answer Questions 15.47

Long Answer Questions 15.47

16. Transfer Pricing (Chapter X of Income Tax Act of 1961) 16.1 - 16.14

Transfer Pricing 16.1

Meaning of Transfer Pricing 16.1

Objectives and Importance of Transfer Pricing 16.1

Objectives of Legislation Relating to Transfer Pricing 16.2

Methods to Calculate Transfer Pricing 16.2

Definition of Transaction [Section 92F(v)] 16.3

Elaborate Meaning of Transaction 16.3
Transaction between a Resident Assessee and its Foreign Branches or

between its Two or More Foreign Branches 16.3

Deemed Transactions between Non-Associated Enterprises 16.4

Inclusions in International Transactions [Explanation to Section 92B] 16.4

Meaning of Inclusions in Intangible Property [Explanation to Section 92B] 16.4

Specified Domestic Transaction [Section 92BA] 16.5

Transactions with Persons Located in Notified Jurisdictional Area [Section 94A] 16.5

Limitation on Interest Deduction [Section 94B] w.e.f. AY 2018-19 16.6

Meaning of Important Terms 16.6

Associated Enterprises [Section 92A] 16.7

Nature of Transfer Pricing 16.8

Benefits of Transfer Pricing 16.9

Risks in Transfer Pricing 16.9

Arm’s Length Price (ALP) 16.10

Income / Expenditure on International Transactions/

Specified Domestic Transactions [Section 92] 16.10
Absence of Charging Section 16.10
Significance of ALP Concept 16.11
Practical Problems of ALP Concept 16.11
Meaning of ALP [Section 92F(ii)] 16.11
Methods of Computation [Section 92C & Rule 10B] 16.12

Most Appropriate Method 16.12
Exercises 16.14
Theory Questions 16.14
Short Answer Questions 16.14
Long Answer Questions 16.14

17 . Highlights of Finance Bill 2024 and Tax Rates for the
Assessment Year 2024-25 17.1-17.7
Highlights of the Finance Bill 2024 17.1
Direct Taxes 17.1
Indirect Taxes 17.2
Tax Slab Rates 17.2
Specified Tax Rates in the Income Tax Act of 1961 17.5
New Tax Regime 17.6
Key Points of the New Tax Regime 17.7
18. Question Bank 18.1 - 18.41

19. University Question Papers 19.1 -19.8



List of Tables

g Title é’ 2 Title 25
2 ® 2 v
1.1 : Difference between Direct Tax and Indirect Tax 1.3 5.1 : Format to Compute Taxable Income from
1.2 : Format for Computation of Total Income 1.4 House Property 5.2
1.3 : Format for Computation of Tax Liability 16 6.1 : Format for Computation of Taxable Business
2.1 : Deemed Assesses 2.2 Income 6.7
2.2 : Gross Total Income 2.6 6.2 : Expenses Expressly Allowed as a Deduction
2.3 : Net Income 2.6 (Sections 30 to 37) 6.7
2.4 : Treatment of Agricultural Income 2.7 6.3 : Losses Incidental to Business (Allowed Losses) 6.10
2.5 : Distinction between Agricultural and 6.4 : Expenses Expressly Disallowed (Section 40) 6.10
Non-agricultural Income 2.7 7.1 : Rates of Depreciation 7.3
2.6 : List of Exempted Incomes u/s 10 29 7.2 : Simple Format to Calculate the WDV as on
3.1 : Conditions as per Income Tax Act of 1961 3.11 31.03.2024 7.4
3.2 : Incidence of Tax/Scope of Income Taxable 7.3 : Over all Chart for Calculation of Depreciation 7.6
based on Residential Status 3.10 8.1 : Format for Computation of Taxable Short-term
4.1 : Taxable Salary Income 4.1 Capital Gain 8.5
4.2 : Format for Computation of Taxable Salary Income 4.4 8.2 : Format for Computation of Taxable Long-term
4.3 : Classification of Allowances and its Taxability 4.6 Capital Gain 8.5
4.4 : Computation of Exemption Limit 4.8 8.3 : Cost Inflation Index for Different Previous Years ~ 8.10
4.5 : Computation of HRA 4.8 9.1 : Format for Calculation of Income from other
4.6 : Taxability of Perquisites 4.19 Sources 9.11
4.7 : Value of Rent Free Accommodation 12.1 : Donation Qualifying /s 80G 12.15
(Government Employees) 420 122 : Various Deductions u/s 80C to 80U 12.42
4.8 : Basis of Valuation to Ascertain the' 13.1 : Due Dates for Filing of Return of Income
Taxable Value of Rent-free Unfurnished .
[Section 139(1) Expl.] 13.4
House for Non-government and
13.2 : Nature of Default & Penalty 13.8
Other Employees 4.21 13.3 : Nature of Offence & its Prosecution 13.9
4.8 (a) : Value of Rent-Free Accommodation T ’
(Non-Government Employees) 421 14.1 Normgl "ljzl.x Rates 14.3
4.9 : Taxable Value of Perquisite 4.26 14.2 : Tax Liability Rates 14.24
4.10 : Movable Perquisite 4.27 15.1 : Previous Tax Regime vs. GST 15.8
4.11 : Sale of Movable Perquisite 427 15.2 : GST Rates on various Goods 15.17
4.12 : Perquisite used for Official Purpose 4.28 15.3 : Types of GST Return 1533
4.13 : Rates of Taxable Value of Perquisite 428 15.4 : Calender for GST Return Filing 15.34
4.13 : Taxable Value of the Perquisite Domestic Servants 4.32 15.5 : Interest Rates Under GST 15.38
4.14 : Taxable Value of Education Facility 433 15.6 : Provisions for Levy of Penalty 15.39
4.15 : Calculation of Exemption for Leave Encashment ~ 4.42 15.7 : Time Limit for Issue of Notice and Making Order 15.40
4.16 : Provident Fund 4.46 15.8 : Consequences of Defaults 15.42
4.17 : Deduction w/s 80C 4.49 16.1 : Data for Determining ALP 16.3



About the Book

This book has been designed to fulfill the requirements of all those

students who wish to understand Income Tax Law and Practice in simple

terms. The flow of language and the explanations of the Income Tax law has

been written in a vivid and lucid manner for better understanding of the students. N\
It covers all provisions of law and practice as per the Assessment Year 2024-25. It
provides the right mix of theory and practice. Each Chapter is supported with
llustrations and Exercise Problems in order to develop proficiency of the students in the
subject.

This book serves as an essential media to understand the Income Tax Law and Practice by
Undergraduate and Postgraduate students of Commerce belonging to various Universities. It also has
the potential to reach up to the students pursuing professional courses such as CMA, ACCA, CA, ICWA
and ACS. The theory chapters such as Income Tax Authorities, Assessment Procedure and GST provide
substantial element of information that would enhance the knowledge and kindle the interests of voracious
readers belonging to different educational backgrounds.

Highlights of the Book

In-depth and methodical coverage of topics.
Sound Pedagogy:

+ 280 plus lllustrations with detailed working notes.

+ 30-40 Exercise problems at the end of each chapter for holistic practice.

+ 450 plus Objective type questions: categorized as MCQ's, Fill in the blanks, True or False.

+ 400 plus Theory questions: containing short and long answer questions.

+ 230 plus Numerical problems for practice.
Dedicated chapters on Goods and Services Tax (GST), Transfer Pricing and Highlights of the Finance Bill
2024.
Rich Question Bank consisting of around 200 questions at the end of the book to benefit the aspirants of
competitive examinations.
Sample University Question Papers provided at the end of the book as reference to enhance the
confidence of the students.

Sultan Chand & Sons ISBN 978-93-91820-70-1

Publishers of Standard Educational Textbooks “ H
820701

23 Daryaganj, New Delhi-110002 [8]5F 8]
Phones (S): 011-23281876, 23266105, 41625022 ﬁ‘ X
(0): 011-23247051, 40234454 2&
Email : sultanchand74@yahoo.com [=];
info@sultanchandandsons.com

Scan to Visit Us 9789391




	front.pdf
	Page 1

	back.pdf
	Page 1


