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President writes.....€f

very Happy and pbsp.rous New Yed

r is a marerofgrcat pide & piviLege
rhatduriig thk,€ar we are publishing

rhe membe^ andwe had hvited 12 eminenr lacuLv of
AhmedabadcL!/as paperwntgas w

abde!eder.AlLthe5peakeuhad9iven thetp!perweLlin
advan.e and thercioE we sere able lo publkhed
souvenir.ompnsinqolaltrhe papeu.

The above seies was hau9u6ted by the Dcr(nv)-
Gujarat siare shri ShushilchandE 9aheb as.hiefGu6l
a^d in valadictory wa had nvitad honble I.4r Juiice
shrD-a Mebra Er-judqe of cujarat Fliqh coud a5 .hief

nvaladi.tory*$ionwehad honoured alLihe.hairmans

For the fns rime in the histo.y of Incone Tax Sd
Aso.iation we orgaiized "CoIOLJR Or COLJRI' 12

Ledurc seies joinrly wilh HLlc, Ahmedabad U^ive6iry
Skrted f.on !6" DecembeF2ol4 ended on 2A"lanuary

At lbe outet, I enend hy spe.ial thaik ro our Pan
PGsidenr 5hriNirenbhaiR Vakil fo
the tirle ol Lecture seies on Income Tax Law in "cotour ol

AIL the pa'licipanr5 end.hed themselve! with the .oiour
sprcadowrbylhe(ounsb$e in(ometaxSratute
Aso.iation had received a phenomenon response tom

am thankful to all my otf'ce beare6 and commiltee
membdand Invneememberefor making this CoLourof

Al l'T' 8aa we believe rhat ii is V
inrelligence of each nemberso lhat h wilLhelp them 10

iA selL romed mind is betref rhan jusr a wel nlLed

one"with a view to achieve the above enddoui the
aso.iaiion joLntty with H.L.lc. orqani2ed a camival of

dayscompisingof naeLvedas @omstud,

nameroriaetramon9nmemb€Ean

(Hon se.riary)
Email d: vakiLmrudang@hotmaiL..om

Ihe Knowledqe camp wa5 fiut of ia kind der a pedod

The seies ako ensu€ the relaiion bndge with H L .C a

hdudiesinGujaur.

The Educational Pro96mme shat( aLways remain our

Looking foruard for your eLated spifiE and enthusi.sm h
teffi sof a.ademyintherinratocome.



CHAIRMAN'S MESSAGE
comh, ed to rT BAR! sro;ii story

t4yDeartutaehedMembe6

t give. me immense pt€sure in
greeiifs you aLl a happy pbsp.os
ano ieaLlhy hrppy New year ll G :
naftef or great pLearure for he ro wite

"'fl,I::,. ;:,::,,j"J;:...1' :;i; "l :J,ii[:a
unwr ed bl trorrhv hindsoff,tr surh dBndG DG r nv r

;t::'"il,"^::;'"1:iifl :::["J.i;::i'"'.f ,e rm.

Honomab e 5hr tshiL.hridG w4 mu.h ,mprejed andpubr4v:dno4 edg€d ' rh 
'he 

qurq, oi rT M,b, Ln

Bv rhe rmeshef rhLed tonor tT M iior w rLbeonvour
nnq Mr Arun lerLv

preren,ed rhe Uiion sudger zOts Tr.r. 
"," 

,." ."",
rcsmtr'l)LlitvaLo
mn6rer Heh* rheabrL\ rode. wi,h rhesafre A new

nd io mYh'nd rh6s,ieb qq6r_i9nrcn.eorrheidjureqroErhof 
nd,a rorun, h€ apectalom d rhepeopreoi nda sudoer s

rhenme fo' netr hopeand nreiqth

Time has.oherhdHonofabLeihe ftnanco/,4incterwiLl
qLVe a rcad nap rowards rhe dabate, d6.u$ions:nd
LmpLemenblionof csT ft k atsolhe I
a nmpre roorinq, easiLy undedandabLe and f3ir enouoh
ro.ohpLythesame rhij budqetmay."**i L o".otu,,
ne€d 6iherthanrhen greed or:spnarions

cominqio my lob reqar.rmg lood ro.hew in this ednLonwere mvite.r rhe ski( of le,n€d peEonallies ro pen

I cA Muk6h Kh4dawata pfadicing chrrtered
a..ounbnt and pan pr€sLdent or cA
Asod;rion ro.uj down on rhe bunifg abjecr
oi 6sue m nruimyAsesmert He explained

lne 
soe under ihe h€ad .saLary /n.one.

n.omehmHousgPlopedyand]n.ohe'dm

n cA Ntre^ r'1. Naga,i who happen€d to be the
prcndentorca.A*o.iarion asfi6tpresidedol
zrn cefrury rLed ro shaE hG views on the
subjed an.lyris of se.tior 56(2)(yilb) and
provso ro sedion 63 ?\, sedioi tts8sE of rhe

nr Mr T€ oeepat Shah Adrc.d€ .olered rssue3
rhe aurhor 6 rL.dso09h b d6l wirh $u€s under the head

bunne*rncome and capraLc:in

NllvdorksdLe,pdTUsh'PH€mespJed
ns€ ubhiime bmaredirhegdofa hmv
as r r de( mm or re@n t urepofredludgmsr orionombe$ecuja6tf iqh coud

v we have atso gLVen .onpiLatiotr orJurijdi.tion ofcar re nrudf€d we I r5nr2or4 n. udrnoruM.n of cnappe;L) ror rhe bemtu;f

n a ou eittuu ttdt:
Lt,r. htgt\ e wturLt )ou,Q htatu
L!, ntk d p, 

" 
tnn )a!,E id,^;;LLlt atut, vt u tu, )at ,tu\. d;; E,pp)

we look lotuad to your .ontinued feedba.k

Date ll.2 2Ol5



I55UES ON SCRUTINY ASSESSMENT

we a3 prcfesionak are

rme brnnga$c$menr.omercLoset
we ra.eive various foricos t.om
In.omeraxdepartmeni As therime is
shon, the Asesinq ofli.eE a/e
,eluda^tro qive adequatetme io the
a$eseesand poftsLonaG io comply
with rhe norices However ihis beids
an snnudreddeof our profe$io^, we

onice6 ro 3sk tor adjoummenr it rhe asesn.ft r
not nme bared Howevei ona needs ro veiry rhe
sediod !nd€rwhichrhe nonie b i$ued andv:tGi9

(L) Nori.e u/s 142(lJ or tr Ad
Non.eu/sl!2(1) ofi.rAd.atrbeksuedunder

Non.e i.issued ioluhishrhercrunof Ln.ome
ir the $me c noi fiLed betore sstre ofnori.e I
the :se$.e trd already tiled rhe rcrum of

Ln rhe ndrc, he shoutd
LmmedbiaLy 9ive repLy ro rhe Asesinq offi cer

and en(Lonnq .opy ot
a.knowredqehenrsothaiioriceirsqu$hed

I rhe dsesaa hasnkd the €ilh ot in.ome,
ibef Ase$Lnq Ofii.er

re'turcd byhim rimaybenoredrhdA*esLnq
ofiicer h$ powe, ro fttl ror a.counr for a
penod or thrce yers p€.edinq ihe rcLe€nr
B(ou^tii9 year kfthnr Mohan sankv/s lro

wilLtur rairuG ro prod!.e rhe a(ounis or
do0msb d req0ned by A$ssinq ofike
wo!rdb€punGhabLeurzTlll)(bliws 273sot
rAd and Lead ro sen rudqment A$esmeir

wiLlruLGilurclo i!mGh a retum ii due time s
atr orrei.e puibhable uA 276cC ot r Ad
Re.ei't n.ome rai deprtmed h6 -sued

arcsGoqerh9 ready ro fa.e alLsu.h nori.er bs!edbythe
n.ome rar oepadmenr weareaGoawmrhdwnhin the

requi,ene^6 of s.ruiiny *$smeni rf aLt the proper
.ompLian.e o, evide..es *e nor 3ubmirted io the
sa8radion ot nse$iig o1fi.ar uiwaftnted hiqh pitch

litisatioi and aLso qives rGe ro huqe dehand.
subrequanrLy rhe A$asinq ofti.etr pre$urEe rhe

KespLnq the above Ln b:.kqrcund I have ried ro
:ddre$ some otrha 4peds ol s.tuiiny a$esmeni 3nd n3
Legal$dus sorhdorc6davoid unwrEnred addiiiof

sone ortheropi.s or*turinyAsesmenr, olherthaf
n.ome nom Businas aid profesion aid captal

cainshav. been.ovared beLow

I Notker u/s 142(1), u/3 r4r(2) and uA 144 oa T

I i.onetomhouseprcperty

r. laIKEl
NonaLlyoncerhenoricekrc.eived byssesee we
nart prep.rLns the dei:iG or apprca.h rhea$e$inq



(0

A non.e uA 1.42(1) hd to be issued ro rhe
a$e$e.. when a noiice ir i3sued Ln the nane of
de.ea3ad and rlrercaheran oder s pased ior
noncomprLin.e,then oderisnorvaLid d heLd

in smt sudha Pr.sd v/s ctT 27s tTR 135
(rh,ri(h,nd) rn su.h
A$esing ofii.er c aLlowed to (onplere ihe
prc.eedLnqs aller givinq opponunity ro lesaL

Asesinq ofii(er (an csuerrcsh noli.etoLeqal
hensonlyiftherimetorssusn.eorsuch non.e

Nori.. u& 143(2) or rrad:
rhe *e*Lne offi.er.ai ksu. norke uA 14r(2)
or r Ad o^Lyatler rcrun b,iLad

Non.e uA 143(2) cn be issued wiihin ix
monrh!or.onpLetion of nnan.ialyearin whi.h

Non.e uA r43e) ol r Ad qive, ight to rhe

eviden.e reLared ro rhaa$esmentotrwhi.h he

r.lics upon The,erore, ( r advG:bLe lor the
a*eseeto produ.e aIrhe relevsni docunena
or eviden.es in .ompLian<e of noti.e uA 143(2)

or rT Ad lr s the noifaL tenden.y or rha

do.!mei$.onsdeing ihe fad rhd ir wil be
tumthed oiLyLf spe.in.atyaskad byasesitrg
ortrer In such .ase5, ir nay happen rh:1 ir
as-asee prcdu.es .enain eviden.es beforc
clT{Appeah) which arc not prcdu.ed before

anrefrain ii on rhe plea rlrd iiba 3ub&quenr
didence. simila y ir lhe marer b wirh TAT,

thoi ir rcaLty m:ne6 whi.h re ihe evidan.es

a*esee during rhe

rhe non.e u/s 14r(2) G manddory ror
asa$ing otlicei Tha a$e*menr wilL be nuLl

and void it rhe nori.e 0/s r4r{2) is Frued

vr M:im' sysr.ms Lrd.344 rrR 204(GuJ)
where the asse$ea fited it5 rcrurn of in.ome on
29b Novembe4199s add noii.e was ksued on

but was setued on
a$e$ee on 2- Decemb.. 1996 Norice havins
rerved atier rhe eipiry ot 12 monihs rron rhe
endormonrhinwhichlhercNmw*tunished,
rt wai hald rhar ihe A$o*ins ofrer had no

ludsdicriontoframerhea$esment
crT vs iukesh xunar Ag..w.r 345 lrR

2e(arraHABAD) whe.e h war hetd rhar
Asse$ing oftrer mun nee*ariLy issue norice
u/s 141(2) wirhin the tima pre<ibed in ad
Requtement of nori.e uE 143(2) can not be

kirh nori.e u/s 14r(2) ot
ri.ome Iax ad ennor be.urcd uA ?928 ot
ncome lax Ad Crt v/s avt-otl Indi: p{. L!d.

323 IIR 242 lP&H) wherein ii wai hetd rhd
non conptLanceof noric.uAl43Q).annotbe
.u6bleu/s292Bonrhe pLaa thd rtis a dered in

t Thenoikeu/sr43oofrTAdmunbeserved:t
the addG$ na^tioned ii ther.rurnofin.ome
In.3se if rhe nori.,. is retumed undeLiver€d aid
rrrease$m.d order G pa$ed, then rtreoder
s invalid. dr v/s Eqbal singh stdha. 304
rTR 177 (Drr) Ako in case whela rhe a$esee
fiLB an aftidsvir lhar he has nor rcceiv.d any
notkq rlre buden ir on depadnent to show

duLy serued Neice rhe
aBudenrrhar iolL.e s deemedio be re.eived
on thedateof issueoliori.e shalL bedeefr.d
ro be the date or & ico s nor valid How*i
rhepbvisionsof GeneralchuseAdwiLlhaveto
be ..nsidered r!frher whec the noiice G

served by afirins it at ihe pemises of rhe
Aseseeonl.*daleisalsonotavalLdnoli.e

Noti.€ u/t r42G) v/s u/e 143(2) or In6n.

The noti.e u/s 14?(t) may be Gjued even

beiore rhe rcium is filed whercas the nori.e uA
14r(2) can be kled onLy afrer ihe erum i5



(ni Ndkeu/t aor|Tad:
rhe noti.e u/s 144 ol lr Ad 

'an 
be Bued Ln

loLlowiiq.ir.umstaices:

f ed UAla3olhease$eemavprcdu'e3u'h
evidere 6 h. pledes or eled not to prcdu'e

any evLden.e ai at! whered ua 142(1) rhe

the do'unen$ or

s.count rcquircd bY A$e$inq off(er

a*esees do noi borher ro p€sane the

mpo^anr do.umenswhLch he G supposed to

a. satary/TDs @nifidt m rod m 16lrcmthe

emptoyei Lrrh.a$e$eehassem'd more$an

ihe Yeai ihei sabry

.ertifi.ale lrom ea.h enpLover i5 requrcd

b r the 3$esee G rc'eivinq anv perquGie rod

the amploverand hGa^nualeLaryir moreihan

Rs 15 bkhi then he mu{ obiaLu rorm no

lzBAiFmlrbemPLoYel

G) 
^uoran...l,imed 

exemPr r/s 10(14) ot rI

cenerauY the arse*ee tuLns 
'ertain

atlolan.e!a5exemptuA10(14or rActbased

ontheiL:ry(edilratebaed bvrhe'mplovei

rusve,yimpotunt@norethatdse*eehaslo
prove thd parti.ular alLow'n'e phi'h s 5howi

* ercnpt in salarv.enificde is aduauv erampr

by ks h oc ofwoiq dam' 1he empbver

may be punilhable it' lots dedkton or tr 4
<durceand trothinqmo@ihaiihal wh'rcasLn

sse$ees .ase wroE'Laimof eremprion!N

in.rea,e rhe tar Liabititv with iniere* aid mav

be vaned !i\h Penatry

$e asdee ro bke Grcbwnt wherhdrhe

sltowance which 6 claimed etempr 6 
'orccr 

or

thea9$41tr
prore$ioiats sholld rake adequaE 

'are 'n

ri s a sented Lw rhal erempiion 
'taimed 

uA

1004) o1 I Ad B on the baes or adrr
erpenditurc i^.ufred bvthe s'e$ee rnomer

wddt rY atlowaic whi'h in damed a!

exempt$ea$e*ee mu(h:ve adequate Prcor

b be pod(ed belde 6e$ins officr 10

prcverhatrhe erpenditu€ s adu'LLv Ln'urieo

b Transport Alowai'e @ Rs 300pm isavaiL'bre

s dem$ ro ihe emplovee But ir the empbver

lrd provided vehi.le ro the enptovee ihe eLo

a whe(A the rcllm ua 139 of T Ad s rcr liled

b where rhe #e<ee faiLs io 
'omptv 

wirh nori'e

uA 1a2O) or 1a2@A) ol ir Ad

. wlia.e rhe *se*ee faib to complv wirh noli'e

d Fudher before pa*inq the 8en rudgment

odei it is nanddorvroriheA<e$iiq off(er

opp;dm,rv to $e as'are tuse$ine oliicer

hAro obseru.rhe principte orndurarrun(e'n

ro lmmrEe ( c verv impdbnt b w'it ihe

valLdw or anv noti'e re'eived 1rcm the depadmenr

belorc pro..edinq w(h submssion or decic on"
iha a*asee or aurhorized tprcsetrbtive appeau

and oLves w.iten subm6sion' rhei it 6 dLfii'utt !o

a,i. tr,* rr," *ti<" is -t "'el""a - re'iveo

lu. 4<SdqFrqrLsA!4&I
h c a .ommoi prad(e thai the a$esees ano

pmGsbMh who 'e 
nting eLarv ii@me retus

bke ihe thiigs lightlv 3nd do iot pav apprcpnae

atention whiLe ntnq there returns HoPevet*nen

su.h .alarv rctu'n i3 eladed 1or (ruiLnv i !
*pad ed thd ih*e te manv shofr onmqi r
the retum fited wiih the departmert some dse
n<uer arsinq dunnq tlre (rulinv Ase$dents or

salarY retu arcaddrcsed berow:

{i) Ddlm.nG for sliry rn'one

NNa davsdue ro oiline rLlinq or reiurn te



a'owan.e 6 nor exenpr.

.. Allowance for books ;nd magazines is
drowable orly ro rhose employees who spend
oneu.atbnrand res€rch vaiiLns puuuirs Ln

edu.ationaL and rclaarch in ution work
rcLanng ro then enpLoyment The amolnr
rpenronothe.magarinesorne$pape6Gnot
eLigibl. roreYemption

d HighLy paLd empLoy€es qei lubsbntiil Afiire
ALrowaic€ ThG a(omn.e is qiven ro seiior
LeL empLoyees who need ro wear presenrable
.onum6 and a..e<oier Like suit racket rie,
etc Howe€i .are should b€ bken ro verit

or Anire Alowan.e is in
E*onrbb p'opodion ro rh. salary or rhe

e tone employ.6 hne .ar diver and .Lih
dedudible eipendirurc of divers salary fiom
eL:ry income. rhk isa hishLydebarabLe Grue
rhe i$ue G wherherrha dnver is helpins "fo/
perlomanceofduiyol"in"perfohan.eol
dury.rirheddvershelping"in pedoman.€of
duryrhe ene Mtl be:lowable * €xemprion

n oder ro cLain the exemprion u/5 10(14) ot rT

Ad rhc Ase$e hun dain a( the p'@rr of
in.ured by him and

a.cordidgly sutfti.nr wirhdrawat should have

beei dade by rhe ases€ fbm hs salary

(nu Hous tuntAuow'n.. (HRA)

AsesFaiorc|aiminqHRAfrUnobiainle.eipl
ot adual rcnt paid if the HRA ex.€ed! Rr l,o0o
per honth t ihe annoat €nt paid by the
a$e$aeex.eedstu.thkhperannum,ihepAN
of Lndlodmu{be.br,inedbytheAse$e It
rhe enpLoyee k havinq

io HRA d.dudion ir

(v) Leve rra4l con.6ron (Lrc)
an emproyee is eLiqibLe {or Lrc for &b lifres in
bLo.korfoury€aB Nowadayspeoptep€lerro

qo outof rddia onva.ation. rmployeBprodu.e
alL eidencas of rheL toreign rour and avail u1:
tr may be nored ihat as pertn.omeTaxAdrhe
tTc t eliqible for exempidn if rhe enpLoyee
h* taveLto any pla.e in ndia and not our of
rndia R€.enrlyrhe n.emeraxdepafrmenr has

nafred i5suing noti.es io rhe employeg who
have.laimed $en f.,reiqn rouraj exempi LTC.

wer lT AY 2014 rs, the amount €.eived by
emproyea rom keyfran nsuGn(e ir ra$ble
even itn kwithorwithout.onsideEtion.

it is expeiered that it rh. .frpLoyee k not
maidbLninq hB book or account roj aLL hi!
in.one then a*esiis or(er wiLrask ror lhe
batrk pa*.book for lan s4eEL yea6 ro veiry
rhe orher ransadions/Lf.ome like shaF
tadLnq, er. The rise$ing offi.er hay atso alk
for rhe pa$pod ro ve.it fociqn touf and
rebred elpen$s Theretod, rt is advkabLe ro
hanbLn books of account ar Lean roi rhose
a$esees who draw subnadnaly high satary

The br on in.ome rom house pmperty is based on
'annuaLVaLue" of ihe p'opafry. The annuatvaLue of
the popedy is NiL if rhe a$e*€e occupias it tor own
Aden.e or ir is used rorrhe purpose ol busiie$
whdre ihe propeiy G Lelout, the rent
Ie.eived/KeivabLe c the andual valoe of the

(rJ Annu.Lvalueof Prcperty
Detemindion ofannual vaLue or popedy is
wry imponant in .a3es where ihe pbpedy is
neiihe. o..upied by owner nor ir ir used ror
bBhe* and a15o rha propeny does nor falLinto
.nreia of Ntr value. sedion 23(r) pmvides lhd
annuat value ot any prcpefty$.Llbedeem.d
to b. the sum ir whi.h the p.opeiy might
reasonably be expded ro ler trcm year !o y.r"



A quenion adses abour how to .aLuLale rha
amount ol rcnt which e*onably rhe prcpeny

detarmindion ot notioiaL ranr rrcaig Lo6 of
i$uei The @$nabLe rcnr of a prcpeiy
depend.upons manyfado^lilelocriry :qe
olprope4yLntanrudulai;.iliii6avaLlable
neaibyer The ad atso does iot poido any
nziqht j..ker roftuta to GL.uLat€ noiion:L

set or fads iha
dererminaiion of norional rcnt be.oms very
subjadLve. some of rhe appeLtare auihofti6
havesu99ened $at in su.h aseslhe heLpot
RentconroLAdshouldbebken tisrherctolA
sugqened ,har Ln .ase wh€rc 

'he 
AslessLnq

notonarrentthea$e*e€shouldwo*outthe
notond €nr on the basis of Renr conrolAd

(O |tned on Borcrd c.pi6t
rtu.renon borcwedcaplalfo.hepurposeot
acqu6(Lon or prcperV is availrble io rhe
ase*ee w(h a ceiling lLmit of R.. ls lakhs
(wetAY2014-15Rs.2Latht

hbrcn paLd on borded capiral duins rhe
connru.iion penod is also eligible tor
dedudion in s equLy€aly innatmerts ako
Lnteran on rresh loan uriLized Ln rcp3ying rhe
oigLnal loan takan for spe.in( purpose woutd
be equalLy deductibLe. whee the propery i5

owned by .o owne6 ut 25 of tr a.r, rhe
Lnrercn paid by aach .o.owner i5 dedudible
wdh sepa6te .eiting Limir ot iniere* uA 24 of rr

(itl) Amr/unr.alizedr€.t
Arrcr of renr wLlL be raied ii rhe year in whi.h
redts rc.eived The nandad dedudioi of 30%
is avaiLabLe on !.h rrc:ircnr UnrcaLized rent
wh(h i5 rc;lLed in subsequantyearsbyabL.id
rhey.aiunderwhich irisKeived

(iv) Re.t - In.oh€ fion pbp.dy v/3 3Bin6

Inaqiven *rof G.isson*Lmesaque*Lon may

hous-a ploperty or busines in.ome. sin.e
specifi. h€d of .h3rqe ir provided ror in.ome
rbmownerhipothousepropafry,rcniin.ome
iDm owneAhip of house propefry.annor be

brough obxundef anyorherhead.

Thesupcmecounin E n india Housing:
bnd D4eropn€ht Tru* Ltd. v/s ctT rr

rhar eved Lf rh€ aompany c in.ogorared v
objed or prcmoring and dweloping mrk
was Ase$abLe uidaf i^come rrcm ho
prcperyand noras bGines in.ome. wher
buLldLnq w4 reated ae no.k in lrad. I
shown * .rosids no.k in baL.n.e shsl:
onry a podion ot propedy w4 beins let out,
in(ome dedved f.om rhe pbperty wouLd

Buitd.E (P) Ltd. 296 tTR 66r (GUrt Wh

out propery whei j

Lntends toclose hb b!sinas, ihe prcperry ur
Lnounne$prevLousLynowlelout,lhert

rron popeny. M.
Pbdud of tndia vs crT 293 |Tr 6u lPal

alefipora.y.|o.urc
busines rhe rent Ln.ome L bu'nes ii.on
crr B |(ohin@r Tob:fto P6{u6 tP) r.j

head of in.ome cha.geabLe
lax any Lncome whtrh Glhough r,xable under
Ad butdoesnorGltwirhin !pe.itK headof in.omq
.hanq0abLeotiaxuidedhL head.

O fi.thodor Ac(ounrins
Tax Ad, meihod

accounnnq sLmpodanrfo. rn<omenomoth
sou(es" Unlonunarety dseses do nor p,

much arenron to rlre merhod ofa..ouirii

A..outrliig Srndad u/s 14s for income tro
othersources Ihe sid prcvisions requneth
an Ase$e nay.hoose to hav€.ash basi5 r

nercanriLebairof a..ountingonrcguLrbasi
Meaninq iherabr4 the a$e$.e is noi permir€

ba*. rf rhe ftse*Lnq ofii(er is nor erGtie
w(h rhe.oredne* of merhod of a..o!n!in
folLowed by ase$ee, rh€ Asse$ing offi.er ca
pas B.n Judsmenroderu/s 14of rAd



(ii) In.omestob€in.lJd.d

i.cLuded utrde'1his h€d, folLowinq arc spe.irtr

to altho.iti6 within due date ar pre(ibed

b. n.ore r,om tedinq orplanl ma.hineries:nd
Iur^nure alonqwiih

ra: underihehead 1n.ome lrom bu3in.$ and

requircdrobededudednom reconof dpital

(ili) D.du.lionund€rln.omelbmoth€r$uEer

unde, keYn:n Lnacn.e

AnyiMividuato, Hrrf re.aives

any sum ol money wilhour .onnderation Ln

anyspe.ilied prcper9wthourco^jde,a!on or
wnhinadequdeconsidebrion

The above ,erered

Lnduded ii individuaL or BUF in.ome, ir it G

rc.eived rrom .ertain

rclativ,j. Ihe exhaunive d.fi.irion is give. by

norelhd in as,Aora HUF,iheamountrc.eived

tom aiy menber or ramity is ex.Luded

Thereroq ir an individual rc.eives any sum

BhaLodir v& llo |TAr R.jkot b€..h has

de.ided thaitheede a e{enpr ii the h:ndr ol
LndLvLduaL oi the grouid that lhe HUF iion
which rhe qifi G re(eived b 3 gift qiven by rh-"

9rcupo,rcLa1irercoLlecrively

aqainntunstu, ol.apLbLasetis.hdgerbLe

oeprc.dionarenvsaged u/s l2otIAd

ourorGnitypeBionincome Rs 15000or1/3or

In roLlowinq .ir.umnan.er rhe erpenditurc G

not aLlowable uA sTlLii) ot lrAd
Irre under lying p n.ipL. ior (alming any

dedudion fofr i^com. from other soirrcg is

thar the e{pense. mun have beetr in.ured
excLusiveLy for eaminq lhat itr..me n .ase or

s00(kr) ir is hetd rhd Lnreren p;id on ovar

rhs sedLon as the inreren on FDoD ir not paid

toreamLng inleren on lued deposit Horevei
€ade6 nay aLso Oo through rh. r.(en! |TAT

dec6ion ol Asra Beich Li the cde or tujlumad
aqa ar v/5 DcF ra No. 1r6l&h/2013

nteren paid on ovedue interen of pin.ipal

Any payment oi inreren outide ndia wrthout



of se.tion 56(2xviib)
115BBE of the

and Provho to sectlon 68

2013-14 and subrequenl

provsionr ofthL new Section s6(2)(viib) olrhe Adare

l'l Recipietrt of ihe

company, not bein9 a.ompanyin which

rhe pubLi. are substanti:Lly inrerened as

r cbuse (viib) has been iNerted

after ciausa (viia) in rub seclion(2) or

sedLon t6 ofrhe l^come Iax Act 196r

(rheAd) bythe FinancaAcl 2ol2wirh

erled lrom 1.42013 and wilt

{codingty appLy in reLation ro AY

Ih. above povilions arc notappLi.abLe

in the loLlowing so.ases (Ex.epnont

a. whererbe.onsiderarionrorissueot

sharcs is rc(eived by a venturc .apiral

undenaking r@m a venrure .apiraL

companyoraventure.apiraLfund;or

b wheEtheco.liderationforssueol

rha,er is rc(eived by a.ompanylrom a

.las or daser ol pereom ar notircd by

rhe ce^ral6ovemmenl.

lviil ThetanMarkeivaLueorrheehac!shalt

behioherotthavaLoe

a as may be derermined in

a..ordan.e wirh the merhod 9@n
in Rules llu a^d lrUA of the

b as may be subnantiat.d by the

.ompany ro rhe satijadion of rhe

asesing officer based on the

value of its aset, indudinq

intanqibte asea, being goodwill

know hoq Paient, .opynqht,

rademaikr Li.en.es, rran.hses or

any other busines or .omder.iat

i9ht!ol.imiLrnaru.e

2 lheaboveprcvGionsmaybeeasLly

undebtood with the hetP or rhe

foLlowing iLluniaiiotrs

ABc PrivdeLimitedis a.ompanyinwhi.h pubLicai€not

sub5lanriatLy Lnlerened ln May 2014 rhe company

Gsued 1000 shares ro Mr A, 5000 shares ro Mr B and

10,0005hresto Mr c.Iheieshaiesare issued h oneol

tlil Thc company receives .onnderarion lor

6sue of shar6 (prcferen.e shres o,

tiiij rhe .onsid.htiotr rcceived s i.om a

livl The.onsidedtion received for issue or

shres ex.eeds the h(e vaLue ol su.h

5hre' Inotherwodrrharesareb5ued

lvl rtheabovelourcondnionsareetisried,

the aggrcqare.o^iideraiion received

tor ruch shares ar

Mdker Value of the sturer .hall be

chdgeabLeto in.ometaxin the handsor

recipient .ompany, u/s s6(2)(viib) ofthe

Ad0nderthe head "ln.omenom other

@

tvLl



sha6 arc kued at par The pbvisions ot Sedion

56(2)(viib) are appLicabLe onlywhen

premLUm. co^requentty, nothinq is

bead "n.omefom Other soutre! in the hands olthe

.ompanyu/s s6(2)(viib)oithead

Siruation No 2

sha6arc&suedaradiscountie atRs.3. Thep6v6ions

orSedion s6(2)(viib) are applkable only when iha6 are

isued ar a pranium. consequent\, nothing istarabLe

undedhehead lncome riom Orher

orthe.onpanyuA.56(2)(viib)ortheAd

Shlie5 are Gsued at a prcmiom.

per sha.e (Fa.e value pLus Premium) c R, 30/.. The Fan

Ma.ket Value of ea.h sha€ deremined u/s 56(?)(viLb) ol

rheActi!Rs35/.. AstheFairl.iarketVaLueishigherrhan

the co nsid errtio n €caived, norhing wiLl be bxable un d e I

Fan Ma*el value per shaie is Rt35/. The robl

consideralion received is Rs.40/- per share The ex.e$

consideration or tu4/- per share wiLl be taxabLe in rhe

handr of lhe company Lf rhe fotlowing rwo condirion!are

tal rhe .ompa^y ir a (ompany
a€ nor 3ubrtanrclLy Lnlerened u/s 2(13)olthe Ad in

Ibl The considerarion G e.eived ftom peronswho
are residens in Indi. for rhe previous ye 2014 $.

sedion wiLl be only Rs24000/- Inotherwordt exce$

considaiation received l.om a non reriden*ha€holder

MrCwitlnotbetarabteu/s 56(2)(viib)of thead. turrhei

supposing Mr c was .ever in Indi: up to May 2014

(month inwhichsharesarc6su&),buihe.ofresrolndia

in Augun 2m4 (ie. after ssue ofshares to him) lor 132

days. l le wilL be iesident in ndia lhercfore, amount

ta:abte i^ rhe handsotrhe companyu/s 56(2)(viib) c'flhe

Ad wilt be in deased to Rs.64,000/ .

Sublequent ro issue ol ihares, if AgC ftivate Lrd s

conwfred Lnto a pubtk Limited company (ABc Lrd.) and

goesfora pubLic L.ue of rhe shaEs

on a rc.oqnted no.k er.hangew.et 1sr Ma(h,201s,

ABc Lrd. wi[ be.ome a.ompany in whi.hlhe publL. aft

subnantatly interened, as per the povisions or sedion

?(13) of ihe Ad lor rhe previous year 2014-15.

Consequenily, nothinq witl be iakble uB 56(2xviib) of

the Acr {en in siruarion No 4 menrioned above.

t may be darified her rhd in siruaton No.4, the er.es

considerarion re.eived in May 2014 is heLd to be laxable

in the hand5 ol rhe .onpaiJ, is ont tor unde6landin9

rhe basic provisions ol ihe new sedion wilhout

consideing the efiecis ol Exptanarioi (a) to seclion

56(2)(viib)ofrhe Ad and Rutes l1u and lLrA of the 1

Ruter qhich are deaft wrth hereinalier

lr maytunherbecLadliedthar in alrhe abov. situations 1

10 4 it i5 quhe po$ible

shareholdar be.omes chalgeable to rax in the hands of

ABc Pvr Ltd undertheamendedpmvGionsorsedion6S

of rheAdwhi(harc deaLiwirh hereinaft ei

In siruation N04 R'&,0001wLlt be taxabla in rhe hands

of the.ompany under the head "n.ome trcm olher

sourc€{ u/s s6(2)(viib) of the ad in AY 2015 16.

{numberof sharesissu.dtoMrA=1000, roMiB=5000

andtoMrc=10000 ToraLshares 16400 @ RsspershaE

= Rs 64000/.). surrupposq Mr c sa non residenllhe

amounr ra:abte in tha hands ofthe.ompany underlh6

slmutGn.ou.Am.ndment in sdi.n 63 and

in*dion ot s.dlon 115BBe

(a) sEcrpN 63 : cAsH cR:prrs

where any tum is tound credited h rhe book ol an

asesee mai^raiied for any prdious yea4 and rhe



ase$ee olfe6 no explanarion abour ihe nature and

routretbercoloftheexplanalionofiered byhimisnot,ii
the opinion of the Asesing Ofticei satsfa.tory the sum

so.redited maybe.haeedto h.omeiaiarrheincome
orihea$e$eeof thatprcviousyear

Pbvi'o .dded bv FL..c. Ad 2012 w...t Assm.nt

Prcvided that where the ase$ee L a company, (nor

being a.ohpany in whi.h the pubLic are subsnrialLy

mrerene4 and rhe sum so .rcdired (onsis of share

appLicdion money share capLbt shaE p.enium or any

3uch amount by what.var name .aued, any explanalion

offered bysu.h asesee .onpany5haLlbedeenedrobe

Provided nrrthe. thd nothing contained in rhe tirer

provso shalt apply if rhe pe6on, in whose name the sufr
retetred b iherein k re.orded, is a venrure.apitaLfund or

a venrurc cap(aLcohpany a5 Gferad b in da6e(23F3)

lbl Fu*h.r rh. n€w s€crio. rrsBaE fia! b.en
inrbdu..d by rh€ Finrn.o A.t 2012 which provides as

where,he tob 
'ncome 

ofan a$e$ee

2. NoNirhsbnding anyrhing .ontained ir

th6 Acl no deduction in respecr of anJ

expendilu€ or atlowan(e shaLl be atlowed io rh.
a$esee under any povkion of rhis ad ii
.omputing hG in.ohe refered to in ct use (a) ol

4. Fh.n.e BilL to12- B..Lorcund of tn*dion
ot, nes cbB. iv(b! in sdion s6r2r.nd provir. r.

The inlertion ol ctause (viib) in sediod 56(2) and pbviso

to sedion 63 have been cla$ified under the heading

"Mssur6 to pr€v€nr G€n€r.tion and circul.tion ot
una..o{n!ed Mon.v,,. rhe extract of objec
Memorandumde(dbingrhe5eprcvGionskasunderl

v.ruerob.rEaied.' tn.om.

sedio^ s6(2) provides for the rpecitic .aregory of
itrcomesrhai5halL bechalqeabletoin.omeiaxunderthe

head"rn.omeifom othersource{

indudes a.y in.ohe refered to in se.rion 5&

sedion 69, sedion 69&4, sedion 693, sedion

69Corsedio^69qrhe in.ome-rarpayabLe$att

laj the amount oJ incomenax ctcuLated on

in.ome refeiied ro in section 63i tedion 69,

section 694, sedion 698, sedion69c or sadion

69D atrh€ Ek olrhirty per enrj and

Ibi theamounr of income.bx whh which rhe

a$e$ee would have baen .hargeabte had hi5

rotal incohe been reduced by ihe amounr ot

'ncome 
rerered lo in cLause (a). (Normal rax rare

It is proposed lo insert a newdaBeinsdion 56{2). th.
n* clause wilL apply where a compan, not being a

company in whi.h ihe pubtic are subnantiaLly inteEsrd,
rc.e'ves, rn any pranous yeari t6n any peuon beinq a

resdent, any.o^nderation for issue of shaies. ntu.ha
case if the .onside'ation received lor Gsue of shares

ex.e€ds lhe race vaLue or ruch sharc' lhe aggftqde
.o nnde Gtion re.eived ror su( h sha res a3 ex(eds rh e fair

maikervaluaoirhe shaE5 shaltbe.haeeabtetoin.ome-

rax under ihe head 1ncome fiom other sources.'

Nowevei this p@vGion rhaLl not appt wherc rhe

.onsideration for issue of sharc! is re(eiv.d by a venture

.aptarundedaking rrcm a venrurccapilaLcofrpanyora



Fufrher rt is aLo poposed to provide the companyan

opportunity lo substa.ti.te iG.laim regading rhe lan

marker value. A.codingty, it is proposed rhat the fin
marker value or rhe shares shaLl be lhe higher ol the

(l) as may be derermined i. ac(ordance
wtrh th€ merhod as may be prcsibed;or

{i0 aimaybesubnantiatedbythecompany
to the sarisladion ofthe A$e$Lnq orficei based

on the value of ir a$er, inctudinq inbngibLe

a$ele being goodsiLl know-hoq p*ent,
.opydqhtt trademaikt Li.encet iianchGes or
any oiher burine$ or commercial ights ol

This amendmentwilttake effed nom 1' Apil2013 and
wilL,ac(odin9lt appLyin reLationrothe asesmeniyear
2013 14atrd sub*quenta$.$mentyea6.

{.} c.sh crediB und€r s.di.n 53 ofth.ad,

Seclion 63 of the Ad pbvides thal il any sun L found

.redited inlhe book ofan ase$eeand su.h ase$ee

pemtrLous pradiceor(onveBion oluna.couited money
rhroush masque.ade of investmentin the sha€capiralol
a .ohpany needs ro be prdenred, have advis.d a

balan.e to be manlained.eglditrg onus olprcofro be
ph.ed on rhe .ompany. Ihe coude have dEwn a

disrinction and emphasized thal in .ase oJ pivale
placemenlof shdesrhelaga( €ginerhouldbediflecnt
fomihatwhkhbroLlowedincaseora.ompanyseeking
share.aptalf@m the pubLi.ar Lalge.

h rhe .ase or.tore9 heLd companiet investm.nk arc
made by known pereoft. Therefore, a hiqher onus i5
required to be plrc.d on su.h .ompanies besides the
geneialonus b eftblGh ideftLry and credit wonhinas

genuinene$ of transaction. Ihis
additionatonut needs to be pLa.ed on su.h companies
to also prcve the sourc ofmoneyin rhe hands or such
shaieholdarorpeEons making paymentlowa|dl isrue of
shres before such sum is a.capted asgenuine.rcdit f
the company fails to dG.halge the addirional onur the

hir thererorc, prcpdedro amendsedion 6aof theAd
to provide thar rhe nalure and soore ofany rum dedited,
as share.apital sha.e premium etc., in tha books ofa
clorty held company shall be trcated as expLained only il
the source of rudds is aco explained by rhe a$es.e
company Ln the hands ol the resident shaieholder
Fowever evan in rhe.a* of.toseLy held companiet it is
p@posed that thk additionaL onu! ol etGfadoily
expbining lhe source in the ha^ds of the rharhoLdei
would nor apply irlhe shareholder is a RLI rcguLated

entili i.e. a Veniure Capilal tu|d, Ventu€ CapiraL

cofrpany reqisrered wirh the seurities EKhange Soad

This amendnenr wilLbke effed lrom 1'Apil2013 and
will accordingly,applyin reLanonbrhease$mentyear
?013 14andsubsequentyeais

l.J Ifi€ d€finirion or "ln.oo.' a3 litd dom in
sedior 2(2{) ol th. Ad is ako an.hd€d 6y ri€
Finan.€ A.t 2012 by ins.ding: ns cbuF(!i)

"2(24)(!i), any.onsideralionrc.eivedtorissueolsharcs
asexceedsthefanma*etvaLueotihe

shares rcJercd to in cr!6e (viib) ol tub.

(d) t (ame lo rhe norke or the cwernmenr rhat

some orthe closely heLd conpanies

(i) does notofturany e&lanarion about narure

(i0 rhe etplanaiion offered by the a$e$ee i.
found to be not snsfadory by ihe A$e$ing

oftic€r th.n, 5u.h amounr can be laxed as

the onus of erisladorily explaining

onlhepereon in whose bookssu.hsum is.rcdired rf
!u.h pe6on lails lo offer an erpLanation or the
qpLanalion bnot fou.dlo besatbfadorythenthesum
s added to rhe toraL in(ome of the pa6on. cedain

ludi.iaL pronouncemenc have creared doubr abourthe
onus of p,oof and the Gquirements of this sadio^,
padi.ularL, in.ases whererhesumwhi.h is cedited as

!haieepha( shaiepremiun et.

Judici.L prc^ouncements while rc.ognizing rhat the



a subsbnliat prenium

money without providing any valuatiotr jun ving the

premium The amdndme hia su.h unjurtified hettv

premium and rhe ex.es is beinq taxed as in.ome in ihe

hands oarhe (ompany Ihut ihe provisiotrs ol sedon

56(2)(viib) are applL.abte in lhe contd of shares Gsued

by a .tosely held .ompany to a rcsident shareholder and

nolrosharcs iseuedrd non rcs|dena.

Wilh a view to safequad the genuine inveslmenr bv

bonaide.ompanies, it is pdided that thG clause wiLl nol

(l) 3 venlurc.aphal undetuking rc.evng the

considerarioi ior istue of shaEs fiom a

v.nturecapibtcompanyora *nrurc.apital

(ii) a company re.eiving the considedlion nom

a da$ or clases of Perons ar may be

noiified by the cental Govehmenr n rh6

2 Noeithstandins antthinq .onbined in thG

ad, no dedudioi in rcsped of any

erpeiditurc oratlowan.eshallbe aLlowed to

thease$ee under a^yprcvisionorthisAd

in.ompuringhGin.omereteredtoincLause

(a)orsub section{1).

sedioi 56(21 p6vides lor rhe specifi. .aklorv

ii.omesthatshatlbe(halgeabletoincomef at underth

head'lncomeiron othersouKer'

It s propos& to inset a new cla use in sedion s6(2) Th

new ctause witl apply wherc a .ompany, not behg

.ompanyinwhi.hthepublicaiesub*nlialtyinrercne

re.eives in any previousyeatfmm any pe6on being

rcsiden! any considektion ror Gsue ol rhares. In su.h

caee il ihe consideGlion rcceived lor issue of share

er.eedr rhe fa.e vatue of 3u.h sharei, the aggrcqat

.onside6tion rc.eived lorsu(h sharer asex.ederhefai

mad.ervatue of thesh.,.s sha I be.ha'seablelo in.om.

ra/ und.f rhe head Income f'om other euKe.

Howeea this p'ovtron shal nor applt/ Rhere rh

(onsideration fof issue of shaEs is re.eived by a ventu

capilalundetukingf@m aventure.aPtar.ompanyor

Fudher it G aGo poposed ro prcvide the.ompanva

opportuniryb subnanti.le its daim Eqadinq rhe ra

dark.t value A.codingly it G proposed rhat ihe ra

marker value of rhe rhares shaLl be rhe higher ol th

as may be detemined in accodan.

with the merhodasmaybeprc<dbedror

as may be substanliated bythe comFn
Finand 9i[ 2or2 - Ba.kgEund or lniedi.n

ot a n€w cl!!s. lvnbl in sdlon s6{2r and Povb ro
sdlon 63.fth. A.l,

The inse ion oJ .lause (viib) in Sedioi 56(2) and proviso

to sedion 63 have been da$if€d unde. the heading

"Md$c t PEv€nr G€n.ration .nd ctEul,ti.n .r
!!!!!ee!d!c l!!!qa rhe extad of obred

Memorandumde(nbinqthesep.ovGionsaasunde':

(.) sh.E pEmiuh tn .r.6r of th. Fair Markd

$!!!!qE!t !!4!d!!e!!!

ro rhe eBlad on of rhe A*e$ng ofi.ei base

on lhe vaLue or is as.E indud'nq miangibl

asetr beirc goodwill know-hoq palenr

.opyrightr lrad€markt ti.ences, lranchGes o

any otha busines or .ommeKiat ighls

This amendme.t wiLl rake efi{t r@m 1" aptiL, ?013 an

wit! a.codingty, apply in relaiion io



sedia^ 6a orihe Ad provides that Lfany sum slound

.redired i. the book ofan a$esee and su.h 3sesee

(0 does not ofier a.y eipkn*ioi ab.ur nature

andsour.eormoney;or

(ii) rhe explanarion oflercd by the a$esee is

6und ro be nor iatisradory by rhe Ase$Lnq

ihen su.h anount .an

The onus ol disfact nly explainii9

oi the pe6oi inwho5ebook3u.h sum s.redited. Ll

su(h pe6on laiLs to ofer a^ e{pbndlon or rhe

explandLon snot foundro besatktadorythenthesum

is added to rhe rotat Ln.ome ot i
judiciatprcnoun.emenG have ftated doubt about r[e

onus ol prool and the .equ(.mens of ihs sadion,

paitkularLrin.ases wherethesumwhkhis.reditedas

shar.capilaL,share Prcmtumer.

ludi.iaL pronoun.ements white rc.aqndLng rhar rhe

pe,nicious predi.e of .oiveBion ol unac.ou^ted monev

throuqh masquerade otinvestmeniin the shmecapiaLol

a .ompa^y neads 1o be prcvented have advsed B

baLan.elo ba naintained reqardinq onus ol prooi to be

pta.ed on the .ompany rhe Courts have dftln a

distindion and emphasized that m .ase or pnvare

pla.emenlolrha,e5ihe LegaL r.9ine 5houtd badilrerent

iromrhatwhich islolLowed incaseora.ompaiyseekLn9

sharc.apibttom the pubLi.at Larce

n rhe.ar or cLsety hetd.omPan
made by knowi peEons Therelare, a hLqheronus is

required to be pLa(ed on su.h compade5 besides rhe
oenekL onus io esbbLish idenliry and .redit worrhines
;r .reditor and qenuinane$
additi.natonut need5 to be pLaced on su.h.ompanies
to also prcve the sou(eor money L. the hands ol su.h
sharchoLderor peuons naking paymenttowards Gsue ol
shares belordruch sum sa(eptad asqenuLne dedit f
rhe.omFny faLls todis(harqe the addirioMlonus rhe

(a) cash cEdl€ und€r s€dion 6&!!te4(! sun shalt be teded as in.ome ol rh€ comFny and

tG, therelorc, ProPosed roamend I
ro providerhaithe narure and sou(9 of any sum rcdrtad

as.hre.apira! share premium er., in rhe book ot a

.Losely heLd.ohpa^y.h3lL beteared asexplaLned onLy Lr

the so!rce ol fu^ds is aL5o explaLned by the asesee

company Ln the hands or ihe resideni shareholder

How*erewninthecsorddelyheLd.onpanLes, ts
proposed thd ths addilional onus of elisra.t ntv

erpLaining the rou(e in rhe hands aJ th. shfthoLdet

woLld nor appLy Lf the sharehoLder is a welL rcgulared

entiiy, ie : Venru,e Capital Fund, Venrure capital

company rcgisrered with the se.ufities Ekhanqe Borrd

Thc amendment wiLlbke efed lrom l Apit201rand

witL a..odingty, apply Ln relation to rhe asse$danr yed

20rl 14 and subs.quentyeau

Th. dcfrnition ol ln(om€" as bid down in
Secrion 2{24) of th. Ad -6 ako amend€d by rh.
Financ. A.t, 2012 by ihs.rting a new clnusc(li)

'2(24)(w0 any .onnderatia^
sh er,\ -Ax.eedsrhe fan mal|etv:lueotlhe
5hres reIeiied lo in .taue lviib) or sub'
seclion(2)of sectioi 56"

1 .ame ro rhe noti.e of rhe 60vemment thar

some otthe.losety heLdcompaiieswe,e 6suLn9 shares d
a subnaniiaL premium to .onvefr the una..ounred

mo^ey withour p,oviding any valction iu.tirymq ihe

premium rhe amendment hts sKrr uijuiined hertv

premium and the e:c.s b beinq bxed ar income in the

hands ot the company. Thus,rhe prcv6ions or Sedon

s612)(viib) de appLi.able in the .on&rt oI shai.. i55ued

bya closety heLd.ompanyro a resi

nortosharesG5uedtonon r.sidents

wirh r view to $fequard the genuine Lnveinent by

bonalideconpanies, ir s prcvided thatths.laurwiLlnot



a venture .apibL undenaking receivin9

rhe.onsiderrtion for issue ofshares r@m a

venrure.apital.ompany o, a veniure.apbL

(ii) acompanyreceivingihe.onlderaionfrcm
a cla$ or cla$es ol peuons as may be

norified by rhe csraLGovenment in th6

Ihe ex.epnons to venture capraL (ompanFs

and venturc .apiiaL tund a,e eytended

be.ause su.h anrities aie already rcgisrered

underrhe sEBr (Alremarive nvenmenr rund

u/s 5612)lviLb) wiLt nor be made to the extent ot itrco'

Ln'en',on beh id th€

amendmenc is i!.ontolthe unwaranted or rrogus

lijunirFd ,hre premium t wiLr @rtainry conroL r

channetbed tkough rhc mode.

provGion5 may hir

bonan.le.hre premLum aLso eq in.aseof.onpan

wherc$ttrvdeinrcvaionsareinthepipeLineorin.a:

where rechnology upgraddion or a se.rer formuLa

ptanned to be soLd rh,ouqh heavy share premium

a.counr orrurure hand<ome 9ainswhL.h a,e likeLy ro

aahed by rhe purchaser

junit rhe rhare premium on the basis ol existi

vaLudiod as the RuLes or Valuarion are now .te,

pre(ibed in RuLer lluand rruA.

sdion t6r2r{viib)V!.sedion 63

TheracouLd aiise a snuaii.nwhercan addilLon s

made u/s.63 and if th. shares are G

rhan Fatr MalketVaLd., the add(ion

u/s 56(2)1viib) Thut lhis becom

addiion iorthesametansaclion

amount added uA. 63 is now pGsoibed ata maximum

mrgLnal cle u/3. llsBBE we f. a$e$menr year2013-14

and no dedudion in resped or aiy expendtru'," or

alLowatr.e shalL be aLlowed to the asesee undef any

p'ovisi.nsolrheAdLn.onputing hi!incomeGfercdro

in Section 63 The beter cou6e beinq fair and

Gasonable.ould have beenro provide thd rheaddition

proviso to seclion 63 and the p
s6(21(viib) inlroduced byihe Finan.e 4.12012 are r

appLi.able to noney received ton non residents sn

money rc.eived lrafr them ir reguLated by FEMA 3

'ules0lRB 
Thesanewinsertiontamendne^tsarea

not appLi.abLe ro money received frcm venture cap

.ompany and v.nture (apital fund sin.e they

PROUD MOMENT

lignesh A Bhaqat

Prcsidenr Mi Rupesh R. shah, chaioan Mr Firen R Vakit ofii.e Beare6 & Menbe6 ot the Manaqing Commit

CongrcluLate shn iLqnesh A Bhaqar (lPP) forrakiig pdt in sabarmati .ydothon tor the rhrd consa.utive year t i:

mafrerofProudthatthGyearMrsh:gatcompletedsabaimdicydorhonlhar(enruryGceof50lmsin24rutme.

I



I55UE5 UNDER CURRENT DISPUTE

/Ji!j.4\\

ii utr'- it u ru. ot"auut" r.om Bang.lot€ H' is' pradicins L$vcr before th€

rh.ln.omeT.xaoD.€t l. Trihun.l, tp*idizing in In.omc Tat 
'nd 

(orPorat€ Law
H-Lsh c.un ol6ujaat and

ln lhii adi.t., | *ill b. de.Lins

with Lsu6 whi.h dery tax

Pr..titioner.om6 a..oss

dudns th. .ouse of s.rurin,
.nd whi.h c nott.ed.$ ro b€

.ither add.d or dit llowed to
the totat in.on€- v.rtous
propoiition! aris. whiLe

09 and onwads and iot Pnor 10 thd
sombay Hiqh cou^ Ln Godrel & Boyce

Mlq. co Lrd. (323 rrR 3r) P0njab 3'

Haryana figh coudin He.o cY.Les td

wfi€th.r in.om€ d€dudib!. und.r

Chapr.r vlA .an be .onsid.Ed to be

in.on€ not formtng Pan or robl
income - Income dedu.rible under

Chapter Vl even rhough may uLtLmarerv

not rcsutt Lnlo earninq any in.ome tor

th-A purpose of paymenr of in.ome la! s
dLfierant tom .tempt income tutling

utrder chapter 10. Therelore no

disatlowan.e for expendtrure 0.urcd
lor eaminq such dedudible in.ome

Punj.b & Hary.na Hish coud -h

Kigr fxpodt (313lTR 100).

r,l€rus to b€ en.bLGhed The

expe^ditucin.ured mun have a drcd
nerus with the exenpr in.one faiLinq

which no disalLowatrce.an be made -
supr€he coun in w.ltort sh.r€ .nd

stock Br.*eB P. Lid. - 326 ITR 1 And

Gularat High coud in cuj.tar
r,lam.d. v.Uey t€rdtizB €o, Ltd.

D&.lLowan.. or exp.ndiruc ontY

*fi€n .xenpr in(om€ L'.lrim.d- lr

th. a$esee ha! nor daimed rhe ii.ome

earned to be erempt no dis{Lowan.e

.a^ be made as rhe .edion iBetf rcnri.s
the disatlNan.e ro earn'nq exemPr

in.ome and not regub ncome. _

Gujarat Hlgh coud in co i€.h
lneey P. tid. (223 Tarmahn r30).

d.alins *iih rfi€n, no* ot whi.h .re eeHl€d bv

.ous and tnblna& ac'6 the .ouniry I h sure rh€v

witl b. helplul to r$6.6 ar Lrg€.

1. S.dionr4a Ths*dionwrsintrcdu.edi^
rhe Finatrce Ad wet 14 2007 ro daaLlow

expenditurc in.urcd by an a$e$ee Ln

rclation to in.omewhich do6 no|ompan
ol the 10ra1 income under this act sub_

s..t-bn (2) deiemines the .drena ro ba

roLlowed by ihe AO beiore disallowLnq 3u.h

a) whdh€r.d ho. di$tlowane.an b.
nade wthour r€..d-hs *ri{adion
6yth. Ao.nd wherh€r Rulo 3D en b.
.iaishr.way.PPli.d Ihe Ao mun

n{6iily etist himse[ lhar ihe

expeMitut ctaimed bY the asetee 6
tror tde and faiL an oblectve
nrisfaction musi be aiiived ar having

.egad 1o the a.couns oi tha a$e$ee

onty th,An Lf rhe Assesiig Oft.eris 
^or

sari.lied wirh the

daid ofthe a$e$ee in resped oi su.h

expeMiiuft in(ured, hacan Prc.eed ro

make 3 disaLlowan.eas Provided under

Fufrhemorq Rule 3D is prospedLve and

op-4dionand appLie.onlyroa.Y 2003



caoibr Galn! v^ Busi@ Tribun.L d Janak s. Ransr.t' (11 sot

ldqci p!rE!!!su! IIIIJGU
trieren paid s an altowabLe expenddud
p@vided the smount bordwed is ror s.
puQose olbusines.The.ondiion pre.edenr d
oderro.laLm dedudion is rhat amount shouLd

be utiLi'ed etLu5ively for rhe purpose of

busines rhenexusbeMeentheborrcwedtundC
aM rts urili?aiion for the ptrpose ol busine$

dust be enabLished by ihe a$e$ee r tne

:mount s borowed fo' rhe purpose o!
.ommed:texpedietr.y, rhe^ inreren shoutd no!

be dGaltowed - supreme coor in sA Buitdel

Ihisissuehasbeenbotheridg Lnveno6nncerhe

thrcshoLd as lhe depanmenr will alwavr tv to

po raythema!atadarinehresonLvro burden

then wilh more tar as LICG i5 exempt and sIcG

levLes onLy minimat rat Althouqh Se.rfties
Transadion Tar i5 payabte d : nom'nd raie

The€.an be no si^guL,r direia ro determ'ne

whetherthe na1urc oladivrrv as perihecn.uLar

No.4/2007. Vaiious fadou.onjoLntlv d€termLne

whether the adiviry amounts to 
'nvenment 

or

a) Int ntion'ThGsthepimarvitrdicarorolan
asesee 5 adiviry whi.h ir nanile* rom rhe

Balnn.e sheet lf the sse*ee hs been

rotlowi^g a .onsisreni pGctice.l invenment

in sharcs si^ce a re*onabte peiod of time,

dectad thesame in his booksora..ounts

and mainbLns the rc.ordr ol tanraclLons

rhen the depafrmanr shoutd Gfrain frcm

roltowing a dLfierent vLew Bombav High

coud in GoPat Puiohit (136 ITR 237)

Gujar.t High courr in Ni6j Amidh.. sudi

b) D.LiEry Ased or Non-oeliverv Based

the tGnsdiont arc

Dalivery bded they rhould be neded as

lnvenmentwhiLe Non DalLverv tanradLons

should be teared as Busine* rGnedio^s

a!held in coPalPubhii GuPra)

c) FEqlency ot Trans.dioB and Borbwed

Funds. lf theta^ractionsarevervfrequenr'
L:lqe in numbaa .qu*ed uP inmed€reLy

and .oupLed wirh borowed f0ndr lor

d-aBlLns h rh*es, then it shouLd be cken as

d) pbld t,totive -

crite.ia to de(ide the narurc ot adiviry No

Logi.atasesee would tansa.! to unde4oa

e) votume - Merc voLume witl 
^or 

artud the

narure or the vansadion ir the inrention

si^ce seva6l Yea6
manile*edinlhebookof ac.ountandthe
qain hasbeen shown asshodTlong Tem as

per rhe period of hoLdinq - Mumb'i

a) Mixcd funds availabl.
borh iiteren iiea runds as weLl as intercsl

beaing fundt it shouLd be presum-"d thd

inve<meits arc made our or interen ld
funds and therelorc 

^o 
disalLowan.e d

iitercnshouLd be hade llGrhe disrcrior

of rhe a$e$ea how ro utiLize the monLs

{interen nee/beai^g) avalable to him

Bohbay Hish coud in R.li:n.. utilitie
andtuwerLtd.(313 lrR34o).ahned.bad
TibunaL in Toii€ni rinan.icB bk s th.

b) whe'ethea$eseehade<ablkhedlhatthd
amount borowed l6m outsideB was ,or t'q
purposeolbusine*aid nopad of borbwed

.aptal ws utiLi:ed lor 'e 
purpose d

advan.Lnq interen free toa^s to sisrer

con.er^s, rheAo.anrctnep nio rhe shoa

of ihe a$esee and detemine thal su.h

amouni was botuwed orherwGe and

disallow interen paid to such oubidere to

theenentof intercnnotcharqad romnnet

con.ems Bombay HLqh courr Ln Bomb4

A sinilaf proposition rose in wh(h Lt was

heLd rhat where the 3$e$ee had a huge

debil baLan.e our olthe profds invened {
the oved,afi a..ount aM 

'n.ome 
Ex was

paid ouiof rhe same Grwaspaid outof rh!
prcfits eamed and ihe i^reren paid on rh'
overdralt a..ount was heLd ro be deducrible

Ln east nd La

Phama.euricalworl6ttd 1224 rR627)



4. Bad D€brs 3sOrviil read aith S..tion 3cr2l
Ihe amounr in rhe cou6e busines whi.h aE

and have become
aLlow;ble as a dedudion

Howaver Subsedion (2)ofsadion 16 provides
rhar the dedu.tion shalL 

^or 
be BlLowed unLe$

ru.h debr has been raken into a(ounr in
.ompuiLig tlie Ln.ome eirher of the pr*ious
yed or any ertrer prcvLous yeair unLes ihe
.sesee .ades oi the busines of b;nking or

a) Merewrit€ofisuffcient whenabaddebr
o(ure, the bad debtaccoui is d€bired af,d

rhe.unomerrrcm whom su.h money was

due, is rcdrted t is not rccasry tor the
asesee to enablkh the debi which has

become nre.overabLe t is sutli.ienr irrhe
eme has been writen ofi as bad i^ rhe

book, or 4counb. De.iiLon orrhe cujaftr
Hiqh court Ln Dhal EirerprGes nands
inpliedLy.aveEed - suprem. Coud in TRF

Limiied (1e0raxmann 3e1).
i s sum(ietrt ifthe asesee wntas ofl rhe

debr m rhe P & LAk and rcd0.esrhe iafre
ton tlie head or LoaE & Advan.es ro
D€btoE on the 3$et side of rhe Balan.e
sheet Thea$e$eeneed nordoseeachand
dery debtorr a..ounr in oder to .laLm
dedudion - slprcme coun in vijaya B:nk

b) can be.laimed as a Busins Lo$ ij the
.lt€rnativ. Profns and Gains ol
B6ine$/Prolesion re arived at afrer
deduding busines loses lrom rhe grcs
rc.eipt Th6 i5 howrhe rue pi.rure.an be

denuced Even if rhe :nou wiren ofl is

not :lLowabLe a3 bad debt owing ro no^
.ofr pLian.eolsedion 36(2), theihe.an be

.bLmed as a bunnes lo$ n(om-a k
compured u/3 23 after dedudLnq ihe
Lo*es/expenses lrom rhe amounr ol in.cme
earned aonbay High coud in HaEhad J,

choki{349rTR250).

t posibLe and lhe
powe6 ot rhe Ao in doinq so. Vaious isues

R€rson to belGw lhe AO mu$ have a
reason to beLieve based on a rangible

natenal by way or which he condudes rh*
in.ome ch geabte ra bx has escaped

a*e*menr w(hout any ranqibte mareiar
and looking intothesamerc.odamounab
chanqeof opinionwhkh i5 not permGsibLe

suprene coud in x€lvinaror of hdi. (32o

rTi 561) affirming the d*Llon of the rull
Ben.h oelniHighaoud(255 tTR 1)

rr 6 rea$ns and r€sons aLone rhat rhe

validLryof rcoped^grhe3$e$menr i!tobe
dodded The reasons rc.orded frunLeadio
a re3sonabLe beLLef thd any in(oma
(halqeableiorax has a(aped asesmenr or

Loss, dedudion,
BlLowan(e or relief has been d:imed in rhe

reruh - Bomb;y High coud in Prashanr s

ReoPenins withir a period of4 ysB:
wh€r€ original aseshent wa3 mad. u/l

3(r) nsu.h.ases,theAohasnopowa6
toraopen inabsen.eof anytangibte m*enal

oeLhiHL9h coun in orient crali Lrd (353

where oiginala$Km€nrwas made u/s
143(3) n ru.h : .a.e, reopening on rhe

doring rhe onqLnal
asesment prcceedLnqi theAo had caLled
for inromdion on the ssue whkh is now
.ou9htto be reopened and lhe a$esee had
dir.Losed alL requisite infom*Lon Once
hav'ng done lhat without any langibL.
ertanaL mateiat whi.h wa5 rct in hG
po$e$ion duinq the original proceedinst
theAo.annor rcopen a$e$menr on su.h
isues t h3s to be bohein mLndrhaton(e
lravLng di.dosed aLl mateiaL panicula6
.alted ror by the Ao do ng the oiginat
a$e*ne^r pro.eedings and theAo being
sarislied ol rhe same, even thouqh does rct

Ln the body of the
ase$nent ordei rcopenmg is iot junir€d
oi rhatcounl- Gujarar High coud i^ 6ulact
Powercolporaiion (3s0 rrR2s6l

Ths i5 a buning issue and mo5t raLked

abour. Day in and out we have .ourts
r.n.Iennq de.sions as to rhe tunner in



d) Rep€ning beyond I Penod ol,rv.a6 -
wh.E origii.t .ssR.nt sat n.d. u/s

1al(1)-hru.hcases,rheAohasnopowe6
b reopeninabsen.eolanytaiqible mabnal

and additionaLly rhe income escaplnq

a$enment should be more rhan Rs

1,00,000/ whi.h rLeo shatl be mentioned in

thercasons recoded DeLhiHigh Coudin
BBCWortd N.ws Lrd (362lTR577)

wfi€re origidl assn.nt w m.d. u,6

1t3(3) - The 1' prcviso ro s 147 mandares

rhat where the o'iginar a$6rmed was

hade u/r 143(3) and rsp..ing is bevond a

period ot 4 yea6, the ao has ro enablish

beyond rcasonabLe doubr thar 
'ncome

.hargeabte to rax has es@Ped a$e$m-anr

by @sod ol lhe faiture on the pa.l ol lhe

ase*ee ro dGctose fullv and trutv mare'iaL

pafri.uta6 Leading lo rhe ase$mam so

oncerhereisalutlandtuedido rconthe
pad of the asesec rhen rcgaldlesorthe
fad rhat by miske on rhe paft of the AO lo
have atlowed somethinq impe'mcnbLe,

€opening is not pemissibte Mateial la.ts

reler onLy to rhe pidary lacis and he does

not have to indkate what ladual or regar

inleren.e to be d6wnfiomrhesame TheG

are 3&e6l unaiimous de.isions in rhi3

ft gad by.ourtsallaround induding Gujarar

High Coud. Howevet the rocus da$rcu5

amonqdlhem is suprcme court de.irion in

care of cakutta Dircounr co. (4r |TR 191)

e) R€op€ning on th. ba.i5 of Audii
obj.cti.n: lt haPpens in a number or .ases

that rcopening byrhe AO ir at the nnance or

the wenue audil pafry who dneds the Ao

to @pen the .ase ol the asesee opnion

of the audil pafry is noi informarion withLn

rhe meaning of s 147 and ihereJore su.h

ropening s bad in law - Guj'r.t Hlgh

count M..taxPod240 lTR224

l) R€oP.nirg of i:su6 other ihan lh€ on€s

m.ntion.d in rh€ tdrc6 r{od.d _ Ihe

Ao can rcopen islues otherthan lhose lor

whkh addition/disaltowan.e 6 proposd ro.

rhe isuercopenen How*ei ir he.oncLudes

rhaltheissuercopeieddoes nor suryLVeano

needs to be d6pped, then olher ssues too

cannot be rouched upon E hb6y Hish

coud-h Jet anwaF (les ratn.n 117).

9) sub.quent judsn.nt _ subsequem

judqnentorthe supremecourtaga'nn the

a$e$ee does not authoize @pening vhen

ai the time ofo'iginalase$menr, the Eie
was in tavour of the a$e$ee suprem.

c.un in snnpbx con.rde Pi[6 (l.di')
Lrd. (rss rrR 12e) {SCj

h) 6r adoPred.ole.s.inst @Pstng
once a norke of reopenhg u/3 143 is

rcceived by the ase$ee, il ii in.udbenl

upon him to lite rhe Gtun of h.ode tor lhe

a$e$med year n quesiioi and aGo

demandacopyof ihereasonsEodedi6m
rhe Ao issuing su.h iori.e Aller rhe Ao

ksues a copy ofthe reasons recoded, the

a$e$ee or h6legal advGor shouLd oppose

such rcopening, if the same ir not wert

founded on legaliry as wel as rhe fads otthe

.ase. The ao, witl either drop lhe

@$e$menl prc.eedings il satisf@d with

such obje.ions, or wilt oveirul. the

obje.tions and qo ahead wilh ihe

prc.eedings Thea$esee mavatrh6iage
in .onsulration silh hs tegaLadviso( preter a

wir pdition beforc rhe High court of his

nat€ ol a$e$ment or where he is domiciled

- suprcme court in GKN Dnk .fis (259

f lhe Honble Coud nnds lavouf lo the

ase$ee, it may oderan immediare {av of

rea*esment prcceedinqs and rher.after

ftralt may quash the entit proceedLngs

Thk .ou6e L advisble b rhoie a$e$ees

who have a good ravoubble .ase as lhe

.umbereome pro.e$ ol reguL a$esnent
and rhereafter appeale to the hiqher

aulhofties.atrbeprevenled,rhaebv5dn9

5. pkallow.n@ uk 40{.r(t l
ThG section was intodu.ed 1o dGaltou anv

expenditurc as releiied io in Sedions l0lo 37

which was daimen as a dedudion, fo. faitue to

deduct iax at sourc on paymena latinq under

chapter xvll.B on whi.h tax i5 deductible ar

5our.4 or ir such tax has be.. deduded lhe

same har nol been deposited beforc the due



dateu/s139(1) Theissueswhi.haiseaie:
a) rhid/P.y.b[. by rhe €nd of rh. y.ar -

This is rhe most conrovereiat

tibunaLs lrave iaken conrrryviews. The
vsh:kpatnan spL Ban.hotrhe rTAr in

MentLyn shipping (20raxm3nn.ofr 244)

rakes a view thar only the Bmounb
payabLe al the end orrhe yaar.an be
disaLrowed and not theamounls whi.h
re aLready paid Howeverrhe rmewas
nayed by rhe A.dhra Dradah High
coud and the.eafter rhe cakutla Hiqh
coun in in (cresc€nr [tpod syndi.atc

?50 ) and the
cujarat Hi€h court in i^ sikanda*han
runw,r (33 r.xmann..om r33) hoLds

thdamounrspaid areaGo induded and

.an be dtratLowed Re.enrly the
alGhbad High c.ud in rhe .ase of
veftr shipping s.Bi.€s P. tld, (33

Taxmann..on 77) iak6 a view in favour
olrhe ase$ee An sLP prerercd aqaLn(
rhe km. has beetr dbmissed by ih.
Honb!. suprene coun |owever it
should be kepr in mind rhar a mere

dGmkslot a sLP does nor amout ro
taying doM rhe "LBw ofrhe land and

he^.ethenaiesinwhichihetr respective

h'9h.ouns have raken a padi.utarview

b) where Book ota..ouna aB Ej€ded
of a..ount. ara

.ejedad,rhe Ao nakes an e{ifrdion oi

'trcoma 
Looking tothe 

^arureorbusi^e$.rnedotrbyanase$ee ndoLnqsqhe
iakes.re ofaLl rhe posibte iarure ot
rc.eipts and erpenditu€r depreci.rion
et wh(hwouLdhavebeenrc.eivedand

Ln.urcd Ihereafter on.e :9ain theAo
.annor make B disaLlowan.e underthis
sedLon a5io(efrainsumisavailabLelor
disallowan.e and aLrea'iy ru.h
expendLtue has been.onidered whiLe

enim*Ln9hisincofre.

c) what it.ms.e cov€r€d - rhb redion
{arts wdh a non obnante dause.
Ihererora ir is appLicabLe only to item3

.overcd 0/s 30 to 33 and iot ro any

olhere There re (erkin .ons which wiLt

^or 
ba (overed u/E 30 ro 33, e9

pu(hases, Lo$byfneet ako forwhi.h
nospecLt(sedLonGmenrionedand{i(
.an be daimed as a deducrion. rhose
cai onty be cbimed u/s 23 and 

^ororheNi$ Nence no diiltowance u/s
40(a)(ia) en be made Hyd€ra6ad
rribu.at i. reja connrudions Gz2

d) Anendment3 whether prcepdive or
renGp€ctive The ILur iruilfuL
amendment rcLiunq the a$e$ee tom
unnecesary rra{as was to sub r*tion
(ia)whi.hprcvided thar if rheamountof
hx deducted has been dep6itad betore
thedue d*eorliLing of rcrurn or in.ome
uA 139, io disalLowance.an be m:de
u/s 40(a)(ia). rhii was heLd ro be

rcnaspedive as it war .lanfi.atory in

ndre GujaBr Hiqh coud in
sr.ndard Build.on (20r4J 41
Tarn..n.con 155, and in Royat
Bu de6 (22or.xhan 103)
Ihe 2- prcviso inserred we.t t-4-2013
waa najor b,aather tsaysrhrtwhen
paye€s have paid ra:esi ihe a*esee

derauk rf rhease$eecannorbe heLdto
be an assessae in derauh, no
diialtowance u/s 40(a)(ia) is wananted
Aqra TribunaL Rajeev Kuma. AqrwaL
(2014)4sr*mann.omsss

a) s 4lponulatessincondirions
Firnt, An aLlowan.e or a deducrion hun
have been obbined by rhe sse$ee in
rebr'on io a Lost eipenditurc or a teding

se(o^dL, a beneftr in respecr ofsu.h Los,
expendture or radi^q ti:bilib/should have
been obtained by rhe ase$ee - Bombay
HLgh coud in s Goup ndia (d (326 rR



E .h of the {b*.liont b s. 4r d"k-ut
dtff.E.t 3Ph46 _ Thec is no general

se.iion 41, divided into difie€ni sub'

sect ons. Therelorc' one 
'annot 

be read Lno

$e orher sub section (r) deals w[h

rccoupmenl ol ad amouniwhEh was 
'n 

anv

of the pr.vious

atNan.e or dedu.tion in rcsped or a 6$

erpenditure or tEding tabuiry n'utred

wher.as sub secton (2) evs thar ( anv

buildidq, machinerJ4 ptant or lurniture in

respe.i ol shich deprc.iarion wat da'meo

u/sr2(1),B5oldet andihedonerpavable

in .espect ol3uch buildinq erc rogetherwM

$e rap vaLue, ir anv ex'eeds the WDV so

mu.h ol the exce$ as does not erceed the

diffetnce b.h{een the adualcostand rh'

WDvsha[beiaxed D€pre.iation bv its very

naturq was never a lost erpeidture or a

Mding tiabilLtv 4en though allowed as a

dedudion lhe Dept @nnoruxrh'a**e
u/s 4r(D if the case of rhe a$e$ee was

falling u/s 41(2) whi.h alL the more nood

deleted at the relevant pont or nme -
supEm. c.ud tn N..Er &wraga (114

c) n a case whe€ the rrading liabililv is

o$sunding lor a peion of 3 ,€a6 or dore

aid thelimiblion penodtorrc(overyorsu'n

debt mLght have *piftd vet siice the

liabiliry is acknowLedg ed in th e a c'ou nl5 the

*me cannor be eased lnsuch3 tuarcn

addition u6 41(1) G not pemissible as held

by the Hon ble Guja6t High coufr in the (ase

of BhogiLil Ramjibhai AbE (222 Taxman

313). SiniLrl, once the l'Ebilitv i5 appeadn9

id $e b@rl ot a.counts and on inqurv wth

the credibu, the em€ €mams ui€pGo

stiu lhe same .annot be added u/s 41(1) lor

ihe rcason thar the€ G no 
'viden'e 

b
demonraie rhat the liabititv has @ased'

The onus ol pding rhal such liabiliv has

.ea*d L upon the ao

iii. ,ii- uaa** Li.u,L,," "" 
tt'' pun ot 

't'"
drccror it trxd which are due rdm the pnva€

lmned .ompa^v whi.h cannot be dcoved

d as*.should b€. dtEdor _ How4 n

is mandatory thal ihe a$e$ee shoutd have

b*n a dnedor ol $ch company rhen me

bx war due nom the (ompanv ror be'ng

loinrly and sde€uv liable The drcdor

should li6t Prcve noi Edery vas not

attriburable 1o the qross negLe'r'

misfeasa^ce or b'each of dutv on rhe pafr or

the diRtor h rcl,lioi 10 the allai6 0l the

.ompanv. Lf he prcves the same no aciion

aqaitr<ruch diedor can betken underths

Provcion - Gujtrtt Htsh court i6

!,{tqanbh.i H.Ndlbh'l P't't (353 ITR

b) Lt should ale be kept in mi^d thar no inlercst

q PdaLrY d s'h lax 6uld be reowreo

lrcmihedirecto.uniitthelawwasahended

wel 1 6_2013 whi'h now in'tod* peiattv

c) Even it the .ompanv 5 a Public Limited

comp3nl4 the AO is empowercd to lin rhe

.oporare veil b nnd out wh'ther lhe taxer'

ek due toh the compaiy cannot oe

rc.overed dinq to rhe neqligen'e or

mGfeasan.e on ihe parr of Lts dircdor and

$e prcvisions of rhis sect'on wiLl apprv

I h.E ti€d ro @*r €riour asp"E or 4'h bpi6
which .ris. drY in 3nd out Hou4
iainrv etd.d rhrouqh iudgm'nb bv €noc @uG'

r,"n.. r, .rU * hetptut to th' bx PE tnon'R
de.lim w h them Tfi€re aE *wr't oih'r ts{'!
b.Ludin. Deemed Diudend ls'c2122l{err' De'udLon ol

r,, 'r .o,'ce *t"re -arinq P,Yme

ce..19t and Sea(h a$e$menr tse'sl9lA/1slc) €t'

rhi.h I i end !o .d.r ln th' nd tnkt' osng b
3D.4 .otulraiitt in rhi:;..fc!' Th' rctd'E navreL

r;* ro .n€. th.i,



Compalation of recent Gujarat High Court de€isions

''!4!i--\

crT s. R.shm !4!!Il
E!4ppe!n!-5!?!r?o&

{G!i!cl

. 

'USHAR 
HIIIANI

3com"r$ AcA"Adlede :mounr oi redempron ot
Deep Dis.ounr Bonds (DDB)

oisa'dr seovar Narmada NLsam Lrd tssNNu Ao
trcJtedLitercnie.eivedlromssNNtag"n.omelrcm
orh* sor@s" c r(A)
wrrereas rrAr held rh* su.h in.one has to be ra; 4
"capiralcain and nor "n.ome imn othersources"
Agqrieved by ihe imq Rtunue pretered tax aoo.aL

Hon bte Niqh court obserued rhd DDB ,e apiraLa$.b
pnon rhereof i5 ro be

trcded A @pLblqaii. ftw6 tudherobserued rhd |TAI
wn€ arcwLnq a$e$eer appeat ha
teat redamprion vaLue Le$ isjue pri(e as.apitaLqain and
rax rhe eme a(ordiigLy Honbte Nigh cou{ was in
.onpLet€ sqreemenr wirh th. view rken by rrAT and
h€n.e Revenuds (arappealwasdGmissad

aforecd de.is6n { ws held rhar rrAr w*,Lohr m
hoLdmq ,har nar nrelen wr ro b€ e,duded;hG
*odLnq our dedudon
ft ome tuanu&appea $asdtrm6ede@dmary

4<rlE!!o!4il!!!!!!!td,
rar A.p.at No.r799 0t 2oos rcriHc!

sortuare aid .raimen ii as reveiue eroendirue Ao
rededrheehe dcapibLeipendirur;nd dGalLowed
rha ehe. |TAr ddded the issue in sresm s iavor md
nen.q assrcvEd by rrar\ odei rcvenue orcferen br

NonbleHighcounobjeruedthaiinlhe.aseot"c Tv<Nr nlen lp)ttd 12 brn:nn.om 16T tcur)., trw4rud hd srMarc deq€Lophed Md up dGdaron

Lnrormanon dndre.hnoLosysuppdfr 5eivices,sofiware
a$er manalement 5etui.es, ak. whi.h was in rhe
iatureoida'nienan.e,bactupatrdsuppo^reRkero
evsr iq hrd!;re and.ohwa€anddLd noi oueanv
rrcrh orns bmeriand thaalore rhe qme;ha rb;
re:red as rev.rue opendrurc [ w4rh6 herd rh*
pur.ha3eof f, ewsofMsrewasrcv.nue in n,n,@

shlipuDBihoh 11. v.ma vr. rar Aoo6L No.24 0,

a$esee derived in.om. tom nuEery and .laihed
ncome u4 r0or {n.e } sas

Aodenlediheqda\emp|iod

a!r' ed uA 1011rot 
' 
he A.r rATherdrhrsu.hin.ome

6no, agn.u,uBL n.omeand hen.q be,no rooneved
4 heeiddds dss*prebfted b, a;e3iberorc

(Il!,5!4e!laqey !!4
r* aoF,r No.1437 of 

'0or 
{6uj HCr

ao rcreded *se$ee.
nreEn on rLed depos E as.orher h(om€ far hd;
thaionLy"neiintarcn'kbbeekludedwhiLewo*ino
our dedudLon u/! 3013 B.mq :gqnsed bj the $mei

:ppea belore FoibLe H6hcjrt FoibhH thcouioberled rh*NonbhAo;(
Lourt In'hecseor accAso.Dred c.Dalepd kd
vs c r- 343 rTR 39 (sC) I h4 heLd ihat 90% o, not ihe

rent4h,ch h4 been nduded n prolG ofbusnes of
m-c 4esee:s computed undar(hehe:d "prcfrs and
gans oi bulne$ or prcfe$ion,was ro be dedud.d
under.buse o) or tuplandLon (b:t b saoHHc ror
der.rmLnLng proflrs of the busine$ tn tiqht of ihe



:l#-'{Hrf ffi :lTilf ""r'"n:}ft'trlJi$

fifl'l"iHl]*J-ff !ii3:;il;iisJ$

ii$!i$"ffi f#*:riajii$:''ll{'tr
ws olaced on clr s Raj, B€iov tumr $n:s q--"
rreierrso ctrus cencotrean''ercuo -"'
[,i'jiJ'$f 'J;Ji]#],ff :ff 'zsr"t"ilil:
Nu6ery-24IlrR5r0(Madoe

ffiffi**ffr*prrltr

E!E;

l"d:*#H"TrTf""#1irf*ls,nt

S:LTffi T.idniffi ::r"r*"f :".".""#

Hffi,8ilH'$if6i$H{#ri$*
!e!di

*:n"fJ:'ilt:#lii;Tfliltlftti.'l"'"H:
notKe uA I43 w.re .onir'ry b law and ha eme

desed€no be quashed and set ssde

ill$ ir*'d;:"s":tii'::H:'.ft H!":';H

i:::a: *i1,ffi ,":5'"";^":"'J*:i";T",tr

;{{*',;i.:'l#,.ffi:Ti^i:l:ji#li
i TAi s ord4 3s6ee pFiined br appdr bercR

:;lrrf, :1"J:1"1ifi ::i':#l?l'5 :1: ll3':l
,8. k a lhe Ao hs madea$e*menron Ine eLo

rsri:i*fu v';il's$#r::",qllr

il'tr:Ii.{J{{J+i"d+{#:tr;'lli
,*,iff 

: j:,:::ltT i:fi :::1"""$:ll?,if,;liil:
AdAc@rdnql'sses*es'arappeacwe|earcweo'

Noti@ u/s I43 wd 6$ed and re s*$ment ordd ws

'ff *:;iiit"l'f :1fr :i:'J"T'"li',""i1':ii::;"J;

:::TT".,::,T i'ii^i;s.ilff eTf'ff ii':?#
..""3,:i j,Jlti",:rI'i:1,J; i,ff tl i,ii;"rHiTi:

'i:l :::l'niT'?,Hf ifJ,T'31':,'ffi"ffJ:

::*i"'J:ii:*T.tffi ̂ l':tri:i8,fr 
:ilff fi

app6l aqainn Me ortsnfl
a<esmeniorder4.Gpeidnq 6eroE raL

rhleeoanne6hipfi m! melgedand thei' busine$sa5
r.nhn;ed bv a n.wnm on su'h mersei 3$es or

.rsh e n; se,e not '€lied 
l6b{tEs serc nor

denavedandsuDruspasrBonot{o*edourana{45
al5o iot dshbuted among padneE d th' erMnE
6d< Ao aDo[ed s4I(21and s 45(4) tnd a(oroLnsLv

-d" a$e;;med b,,' blr"q 504 or b'or 
"due--

::tr"lif : ff li{,J"'l *1'11'?."i#i ii.'Ll
R€venue prer€rdd d app'al beiorc HodbE n'sn



Foi bte Hiqh counw* or the view that appryitrqrhe
pin.ipLes or merOe4 oder pa$ed by Ao nood
meqed with tlre order pased by clr(A) whtrh war
chalLenqed belore rArrherelorcfolLowiiqrheDrioor
clT s. sh*hi rheater F^. Ltd

heLd rlrd pore6of €vision do miertend to nater
on which appelLde adhoities have qiven dec6ioE
turther il wx heldlhat"rheaseseewas deirherhead
nor rhe rcvenue .ondudad :ny inquiry" rha iot e

evenorherwsedeservesiobedirmi$ed

ao mdeanaddiion uA41(1) Ln espedor"CylLndef
3e.u'iry deposil" rccaived in pai whi.h hr been

t:nsrered ro.apii:t rcseRe byrhe mses€e clT(A)
deteted rhesaid addition wharcas rrAI.ontumed such
BddrtLon Beirc aqqneved by the same *e$ea
prelenedby:ppeaL belor. Fon bLe Niqlr coun

HonbLe frigh couit held rhd s4rll) .onremptates
obrriningof anybeneftbythea$eseeoirnanouir

benerit by my oJ rcmiisioi or.esdion"and itrhould
b.apartoJapart(!|.i
him Obraininq 3 baierit by 3n ase*ee by udF ot

ir ine qur non tor aPPLi.dion
ors4ro.rhe de,e rad rhd r$€see had tansferBl
$.h depostro opibL rcserue Ln books unildecLlywiLt
not enable rhe Deprtmenr 10 say rhd s310) $aLl
appLy Reli:n.e was pL..ed on crTvs sugaeLisugr
wolk (P) Lid - 216 rR s13 6c)" whe€in Hotrbk
ApeiCourt hA heLdrhd rhe p,in.,pL
eipiry or peiod limilation prescnbed under rlre
Limiidion Ad .ouLd not ertLnquish rh. dabr bur shalL
p,event the crediror rrcm enfotiiq rhe debt ir we(
sehLed and me'eentyin books ofa<oun6oldebtor
made u^LLare,alLy wirhout a^y ad on ihe pai or
ftd(o,pitl nolenabLe debroriosaythat LiabiL(vh*

lL6 a5!4!rD.!!t!!-ln!4
ElanplaLld!tu! rooolclilel

ALI!a!!! !!!!!!!!ctv5Jrs
r.!4!p!!r N!.1S&l?9!!2

Acrr B. r.R. pv€bs@lddus !4ilb r !14
E!4Prea!x44tu12!!)3

dorng nolr A +osn ii 
'eqular 

boor! or:(ounts
:ndihatdedaredin:brcmentturn shediorheb:nr n
rcsped of lrypothe.dion fa.iLiry av:iled by it c r(Al

.onnrnedtheemeand he^.e,ihea$eseeprereired
cxappealbelorc Fon ble tsiqhcoufr

Ho^bLe BEhcoudlorLowinq icearLcrde.Gion inthe
.a3e ol allvs Riddhi SteeLBnd lub* Pvt Lrd 40
Gimaincom 177" de.ided rlre csue in hvourorrlre
asesee brcadLyon ihe.oun$ thd G) asesee war
subrededroEi.be vAIand.L$$dltoryaud(under
companies A.r and
ldund in reports ofsu.haudiioEand (b) ro, pan eLqhl

y.a6, 4res € e w* .on sGienrly lo Llowiig meihod of
a(ouniinq 3s provided u/s 145 and was varumq no.k

cou{ ru,rhtr herd 'hr onry on e.ouni or hrlatd
ro baiki^g aulhonnes lor

avaiLing Grqer qadit ra.iLitiet io addition tan be nade
|,h€re:ppeautobead ffe,en.ebetu€€nno(r sper
boor<:nd as per {aremed rumsh€d ro the banr t
lor ruLfitlinq maGin ,equircmenG of bank pureLy on
innated enimde basG when no.k .aiament refleds
inrLated vaLue or
<arisradoryelpLandion bolhforthe prposeorvaLue
s welLai qu:nrw no addition cn be made roriuch

4]!! Sxys!!!4.!!C.r!. pln
E!^pr!arl!!.4!!2oo4l!!ci

Ao teded aqri.uLtukL i..ome" * ri.one rrcm
orher sourcs on rhe .ount that asrkuttural Lind
owmdbythe6se*@wAonLy3dc9aMasgsee

eLe of veqetabtes and other agn.urtuct poduce
cl(a) a3 leLt * IIAI deLeted ihe said addirion
Agqieved by the eme, Reveiue prctercd rar apped

rurnished.ompLeredebils:boutLn.oneaid haddso

showi aqn.uttural

Fudhe. su.haqiculru6Litr.ome hA been a(epied by

rheRevenue f the pa. Ako Ao lr nol been abLeio

p6ve any oiher sou(e of in.ome out or whi.h

*iesee .ould havs eamed 1.h in.ome Funhe4

**3F h:d plmbd 1s000 epLinqs ol Eu6typi!,
tre6/NiLqniftesin1932 3r.!tof whi.lr (wasq!te
€dombtetoa$umethats000saplinqsof su.htees
wiLlg,owinio rutl trces by 1990 9r (ie theyearuider

@





ArF$ee had so rprre manubdumo drsionsvz on€ rorspod rd dher fo, oct sk; A$se.
wd5 aso navrng sepeare boor5 of a<ounts rmmwn(n e!po,r prcfr

oeouoronuts3oHHcaheBUbriurinqaduaL rLoueof

!uoorng ru,nover or bolh rhe dwsLons :n;
apport on nq prolrorbolh rhe dN6'ons a..ordmo ro

Hon bt,a Nigh court heLd that sin.e the:*€see was
marneLnLnq seprde boots o, e.ounr, lumoler nf

nor h:v. been ii.luded Ln.a.uBriq dedrrion!A 80NHCRe i:n.e ss pb@d
e.nnoroqies Lrd _ i2orr rirdmhn(om 653 tDerfA(odnqr! rhe Eap sd

!!6.!4!gttr!!4!!!ri.EDor
€!4pF.r No.429 of 2007 rcui Hc,

AO der owd depred.mn on $ne d rhe irems or

@ns derahon crr ar_se ras r4r.onfir;ed $e $d
prdarrcdsr app6LbeloreHon b erLqh coud

Honbr€H9hcoud p&oqarD emiccr6 skfro Emrv ksi_ 25l crR 427 {Guf hd crrw
ll2 ra 542lcuf tretd rhr

resiid deprc. dionon rhe amebr ndno rhd odv e
e dun;o ih. ,;-

I wa iunhe. h€d ft;r on.e iiwasrcundrhat;<setswercused folbus ne* rw,snorre@$aryhda I EmsfatnqwihLnrheb o.rm6tbe,Fd nmur.neoBty fo, be,nq enrtrLed tooeprc(dhi ac.o'd,nqry d€pre(€roowar r6wcd.i
oen hof iems ofbb.r of4kts whL.h trre nd
used duinq rheyea,undel(off deEbn

r+iaw:ab GLEllj.!&Lrd b. Acrr!!!p_p!!r.!eJ!5&42!06 c)

As.*ee pad.ommGroi ro {s 43o.€t..on.eln Lnresp.d o,eresmadero rhree panier nrrcdu.ed ro f hcd$ssebvad sod.h.on.sn su.h rhree oafrp!wrehhdud rorrher,n tneandomms,;n"*
pan @ ,% or sres ao dkaLrowed sud .ommsnoo bv
oos€rv,ng hd the ,me k.s qenect and soue :i;ws nd suppoded by my a,deme No qirma€

re:son*adrigred byAo n,he findmo Fd whit.mymq he e d disarow a. crr(Al 4 welL 6 rTArp3ny aroed ases*\ appea andhe^(ea$esee

H.ob e H'gh coun obse€d rhd Re€nre has nd
ff '1Tii:.:1""'.:#-J'.:i;',i:-^,Tti*"9
unre4onab ehavioq,egard rorhe ratrnrtetGLu€or

;*:I":iiit iHn::,5 fi :.:i#!",lPils:l:
aenved by or a.duinq fo rhe .se$ee f6m ru.herv.€s.Rervm9uponrhed(E oB n,heGe!of .CrT

!,f"t'!i,:"""t",,."ly:Tjsiitirl.il]f :lJ!9qr. rksnddrhdmdsa] osm.ecnbemadeu/s

:r5'H!iti"j'"f :i?,l"":".f BT;;ii: 11i.:?,lt:noe rnanranharrerotsu(hsen.es SLn.esu.honus

outrarc,m(e Ms derakd md Aie$e! appedt was

or B. Parldarshrcrf
44!rsqbl]r!!!?006r!!ilr!:)

A$esee_dis.loied un*.ounred m(ome dunno rhecauraor se-ch and.r:ined dedudron u^ 4oi6r ^resp&r!r remme-r€n b padre6 {h (h M3 arLosed
uy 6w U p*sed an o,daru/s 25r revEmo the od.rp4redbyaolnc€hew*otrhev siharu;dsdo<d
m.one d€rded dung earch Gnnd be o€cd e

ase$ee prer€,ed an :oopnagrN rn€ $ne beroe rAT s$ cm€ b bp rlLowedAgqr.Awdbyhe$meAaM@h:lFdenedc^
dPP€a DabrerheronbreHroh(oufr

Fonbre lLqh couii
sureide'ed 

'n(ome dunnq s€ad. reconnrud* rh.a(omronfhebrkof m&omredn(omehdhad
nred r.tum orLn.omea(od,nary also Ao had added
su.n o.omeas "Busine$,n.ome s n.ea$e$ee hadreoinruded r,<ounB Ln.tudriq rhe sutundercd

req^utrd to b? aksia ned b, appt rnq prcqrtr< of

a$4Fe 6 €nqaqed n rhe burnes o, arcv cLorhmanurduriqandatso3er n9 dvedand pn;re; dolh

eilf4!qsEq4t!6!rc pd. rrd.,'r ap@rNos.14r2.1t ot 2@r {Gui Hcr



alter prc.e$ing ii other d'€ins houscs on lob wo
basG. AO tude hug. addirion on a<o0nr of
lnac.ounted in(ome genarar.d by the a$es* on the
countthatcomparedlo orhertuoon.em5 (onneded
wirh lhe a$e$ee ruel coneumption wil more per
meter or dorh C 1(A) pa dly allowed a$6see s appea t

senue pcferrcd rd appeal betorc Nonbte Hish

!!lc:

HonbL. High courr oharyed rhd Ao had rcjed.d
book €sohs mahly oi the grcoid that il ha. shown
oneumprion on tuet disproponionarely very hiqh
thanothe'limilrsiruaredass$ee9

ompaGbilityofaLlJ.h
con.e,nsandfoundrharrcsula.ouldntbc.ompaed
sid.esuchon(eft warenddoi^gb6ine$hsimiLr
atmospherc. 'Iherc rerc lols ol dkpadlies .uch at
iaruEof ma(hineder quaLiVotfi nished 9oods, natuG
or tuel naturc or Ew matedat inpur .ost d. Even rhe
$tepi.eolpmdudsvaied,AlLsu.h.L.Umnan.es

hetd that books of aftouna dnnor be eleded only
rhe g6und6l.(e$i€tu.l.haE.s.rithatvLNof rhe
marei qustion ot glo* p6fr will nor ai.e ar all
whiLe con.idedng rhe (ase or olher sister.onceht
|TAT had 

'ighrly 
malrred rad, and figma or md

uLtmdely dKided rhe i5$e in aesms farcr sKh
vis of ITAI was finaly upheld by Non ble Hish coufr

Asre$ee incurcd
prcjed' Nosaq rhe sid (heme wa nd nmty
apprcved by ihe cd. so the rew prcFd wA

same ar "re*nue expendirurc"Ao bok a vcw rhai
su.h .&enditurc ca.nor be tear.d as €v.nue
e:p.iditure and dkauowed the same. Clr(A)
contimed the said additioi whe@5 |TAT deleGd the
same. Aggiered hry rhe samq Re€nue prcfercd tax
appealbefddheHonbLeNiqhcoud

Hon ble High Cou.t obsened thal the managemenl or
*astLng company and new prcte.t erc eme
Expendirure on ns prcject wa in.u
lhe a$e$e company TheG wa! uniry or .ontrcl

prcsnr edployes were in6L€d h rha said prcjd
As*$e s .ompany! (ommon place of b6ine$ was
ro bo used for rhe new po.led. Thut the new p@jecr

was an sp3nsion ol rhe prcsent businss of the
a$6s.. whi(h was ne io^ed in Menodidum of
A*o(Grion. FMverth. new p6j.d was uttimarcly
given up by rh. a$.*ee .in.e it was not tinaLly
apprcved by Go!( ri light ofrhe afo.esaid fadt it was
thur held tha[uch eipendirure ha3 !o be aLlowed as
Henue etpendiiurcand rh-asame.a beireated as

A$e$ehadnadd.efrainc*hp,yhentsl$a'ns
purch*e of flat ao took a vis rhd asss.. h:d
vioLal€d prcvkions ot s.259I and hen(e, penalry wa,
levGduB2TlECT(A)aswelL6 IATdeLetedrhesaid
penal9 seing aggied by ihe $id oder Renue

&@

dcpute dgadLig genuinenesoltanedLois. sou@
ot tundr w* also prov.d. Ao mercly doubted such
cash transadion. but had nor brcughl on rc.od
diden.e to the efrecr that such t.anladions weE mr
genuine. h wa! held rhar 'prymenr or.ash aqaind
puKhase of nat" doesnl ,all within the puRis of
'LGnordeposit and thercfoe there was no vidLation
of s 259L Hen(e no penafty cai be levied u/s 2718.
R€venue3appeatwasdkm'sedacco'dingly.

l!!l4-8&r-EiroLadj ltl
TI A.m,l N..,3,5 of,00, l6uj Hc)

W* Pd.iiE Lrd. K cF

AOmadeaddirioninr€spedof bogus pur.has.s rIA
,ound that vanedions in Eso.d ol.urchas6 f.om 33
parties weE not genuine taftadions and rhe ete
invoi(es cLimed 1o ha€ been Gsued bv lhem a
nditious. Howevei addirion in rcspecr ol boqu5
puKhase! was sudaiied ro rhe enent of 25% by ITAT.

Assie€d by rhe samq asesw as HLI as Re€nu.
approa.hed the Hon ble High coud.

rhe qu.nion baloe Hon bLe High coun was whethef
the.nrircamountofsu.h bogus pudases should be
disalLo{€n or a$6s.e must be 96nled deduclion of
.easonabLe amount ol purcha.e pdce 3ince c.eipls of
mdqi:kby:$6sewqeappodedbyg'io$
rcsineB and book or a(ount mainraindd by the
asssee and the same has not b*n dispftd by
Renue ar wetl ft was rhur held rha! @^sidedng rh.
deralL *ana do, IAT was ju nif€d in dEalL@ing 2 5%



crT vs. 
^bhBh€k 

€omration
ollEli !<l

was enablished ro provide
€mdionalra.iliriesb rts membeu by way ofwareF
paik t h;d.oLlecred "rvembeEhip feesas @eiptor
advan.etorrcnderinq su<h$ruicesro menbe6 ovara

warerpaik riLl the end of rhe yeaiao t€red lch
memberhip feer 35 revenue re(eLpt and added ihe
sanero ihe in.ome ot rhe ase$ee Th. saLd addiiion
ako.amero be.ontimed by crrlA) and |TAr Beinq
aggaeved by the e me, * sesoe p.ere ned rar appea L

betoGFonbLeNiqhCourt

Hodble HLgh corrt w6 of the vi€w rhd since the

.onsidered 8:^ advan.e andrhercafrei sandwhen
the blsines .omne^.ed, amouni or LinbiLiry was
Gquuad to be tared over B period of rime
propoaon.rely. onLy "ReaL n.ome tbat ioo a<rues
and r6es i^ the yer unde, .onsLderarion .an be
rared t w* thus heLd thd amount of memberhip

.onsidared as Ln.ome otr
propod,on:le basis inrh€ yearin whid busnesof ihe

D!-4prq!4!l!z!L10!! lG

a*esee soLd 3 p@peo/ dunnq rhe year under
(onsideErion :nd had de.larcd .apiraL qaii arisinq
.onsequenr ro su.h sare Ao rcfetred the mdter lor
vdudLo^orsu.hpropenyblhevalurtion.atl oithe
basGof 5u.hvaLuatioi rcpon,Ao6sued noii.euA143
and ramed a$e*menr u/s r47 tws 143(3) atier
enLm dinq .apiral 9a Ln bared on su.h DVos repod
cr(a) upheLd rhe oder of Ao whiLe rrAT aLlowed
:$esaesappeal Aggieved by tTATt ode4 Revenue
preier.d an appeaLberoGHon bLeHiqh coun

ronbLe HLgh coud obseived rlrd s5sA rpecificaLly
prcvider rhd Lf Ao G or rh. opinion rhd vaLue
das.losed byrheasesee cte$rhatfanmrkei%Luq
o^Lythenhe.anfrakearelerence(oDVoFormation
of 3u.lr opinion shouLd have rationaL .onnedion with

ouLd not ba bded

on rccord anrlhinq on rccod
indicring rhd asesee had dis.lored rese. selLing
pn.e or rhe property Thererore the reteren.e ro DVo
itseLf w3snorpeh6'bLeunde{hetaw

a.n PEkashsihgethwarRuncb vs. rTo

ase$ee had coLreded a sum or Rs.r,33,59,400/ as
"on money TpGmium and dis.tosed tu 10,00,000/- r
uddisdosed in.ome being ner in.ome eamed Ln rhe
concerned prcred rhe noor ssue was wherhe. the
q,o* G.eipa.oteded a3 on moneyneedioba(ared
o,oityrheincomecomponen herain

Hotr bLe tsigh cortobseBedthar idrhe.asesorcIvs
Prcsidenr ndundes 253tTR654C rs cuRba.hh:n
siishri!nej: r02rrR6sandcrvs s:fnsyntheri.s
MLrL-326 TR4l0irw6heldrharwhaion beraredin
handr oran *sesee is only "ln.ome" aid nor Sros
€.eipb: n vLew of the aforeiid LeqsLposiriotr ir was
hetd ihd do11he entue rc.aip$, bur onLy ihe prcft
eremenlemb.dded insu.hrc.eips ftn be brcuqhrio

IlxA.pe.l os.67 &6&4!011c!i!!)

ao made addition u/s 63 in resped of share
appLi.arion money rcc.ived by the ase$ee Ln the very
ri6r year of its in.o'po6tion rAr delared rh. sid
dLeLrowan.q againn which rhc Revenue prerered rx
appearbrore Ntr ble Hiqhcoh

HonbtecoudheLdthardunngthepaiodifrmediateLv
arter its in.orporaiio4 when *ses
dotre io busines so ar to qe^erateany in.one n;
add(ioncad be made in Gspedofshre BppLicdion

reLyLnq upoi the de.irioninrhe.a3eot,ctTB LoveLy
&pods 215 CrR 19s (SCf, had h.td that Lf rMG
appLicarion noney G rcceLved by dse*ee .ompany

qLveiroAOthenReveiueGfreeroprc.eedtoGopen
su.h itrdividuaLase$mena in a(ordan.e wiih L:w
Noweve4 su(h adolnr cnnoi be.dded u/s 63 hrhe
rrandsof rse$ee (ompany wasrhusheLdrharfundr
not havinq em:nated lrod ase*ee conpaDr rhere
war nowarantio, makiiq addirionorrhesaid amounr
u/l6sinaseseeshands

sdEh!q!.!44.!dr I
Tax 

^pP.at 
No.113 or 2oo4 rcui Hc)



Aopa$€dhdder'jrTcLr)ofiheAdwhgabv
per roie6 (!e. DnedoE ofA4 co)hdve bee.,onr;

Aqgiad bv rhe eme
pewonberoJerhe Non bre Hiqhcoun

xoi@ is$ed rs t79 * we I d ,de. p4Fd u^r/yl!las.onprereryrirenr on rhe$eor bren bv lha
or atsbidfq drs nLo

Dre&ndduryoirrrep.ddd redorsdrrowhichbr
o@3 oi F rcmpan, outdn r be re.ovs€d rn abr4@
oanv rudiq a requned tor i!ot nq r179, no.rds
.ou diavebeenp:$eduarTell)of rheAd

virendra R. 6,ndhi B. ACI
Er A!!c!!lts.2!ad? 3 rcd Ho

AomadedilarLowh@ u/! r(i 0 n resped ofmEcnpad!'he*s$reshL.hGmetobeuDheLdbv
U Gras wd * |T4r gen, aqqrewd by lhe sm;ars€s€ prerered b! :ppst beiqe H;n,bk NLqh

Hon bre Hish cort
manr'n'rc one common &<ounr in which alL hLn.ome{asdepos r€d:nd /ron wh,ch wihdraw:lro
arewpend,!r€w4done Fudhe nrerenoi ft esanIooro! nqh4beenar owed,n mm€d dervore(€dLnr4tsnh| €e fo]osiq the dfurcn d Hdnh;

ro Dr€ a dLffercnr nanc
suDraqued v n'elpcd oramouis {hi(hwerc sub,ed
marcr or pre! ou yers a_6$mr HonbL. ,iohroutr neLd rhd on(e inieren s dowad m oGqoir<yeeand { there tr no (h3nge,n,hecond{on rhen ir.:nndbedEd o{ed n sbs.qre Fr A(ddhoLy

ctT B. Bhadq.tisPheEa* rrd.r,r ao.el Nc22! ot 2003 rcuiHo

ture$€e 5 cnvhg m rhe bBns oi mrlfadumo
n'qi Gn ron spe.D i,ed.anms A$e$ee Lnn:[.;.en:nequpme n'hepr€m6e3or8nrer.on.ern
oF |o b.| dsp&e A54*e h:d .la]med k4e rentaL

v'ew rhat nn.e rhe ma.hnery weE nor used bv thed*s@ bd wee ued b,,r sser @rcsn br;hLd
m Eni w6.hrqed f,om ( ir was deened ifome t r

L rlArupnerd rhe ords p.$ed by ao where* rTAr

'me 
rev€nueprere@d b, appea beforcH qhc;ud

Nonbh righ coudob&ruedrhd ror rhe 6e ofi.h
mach'nery by s6ter .oftemi a$esee wr re.overino
eru(e daiqe d p3 5 000/ runh€r Arye had DL;
Ease enb 

'n 
otheryea6 as rerLwh(h.am. to be

anoweo aier ddai ed ?tur ny tu.n TAr had aLlo$edk*erenrLnlariousorher{lesmenr!ea6 trw3s fh, <
neLd har ther. be n9 no makr: (haiqem usLfnnoh€ 

'aenw 
b brea d,'tsmr uew Rewn;.ouLdni

<[sjlr4lnE&ElEelnl!!
!c!4pE! !t!!.!31 or 2005 rcui Ho

tuse*@ L. nur ao fomd rh he re$Rirun
eyempkn u/! 1(t. Ao was of,he ves rhd su.hnvesnenr wd noia spe. r,€d n!.nmentand hen.e

miired d €.emdrcn ,i
AO d{a(owed rhe dam ofe:er8on and lhe eftire amountwar added to $.

ds-Ase€s,n<ome clr(A) as setas rrar delered ihe

ForLow n9 lhe detu on ofrrn*ata N@h court,n rheGeor"crrs fr Murers ch:dabk rn; rukB t6l

vobrof, d srlrt <L€babb.b,ed vbtnron d) rr !rordoesnor'6uuinden dlol€,emo00n uts11,o rna bd m6me of me as$€ and ftd wherc

1r 0! \nu€ oi s B(1)Ld) orrhe Ad ra! rhalL be lekd
on €,e!anr 

'n.omeor pad ofru.h /e e!anr m.om. *md dumnaq'nrrare a.lord nqt, r!*heLd rh{Lf

,non€ wntrh hd bes omed m \rc]aion o,s lrsrsiarLroo& e.empr@i Reanrs appeal w4,hu;

snLNe&mbe!]Eellkb54o.ru,l s. tro

a$€s€eE.eived a 9 fi rrcm a non r€s denr nddnb!Mr d deque rrom hi! NpE {odd ao h€Ld rhairnanG.:pa.lyofdonor4alnolpb4dU^63aid



slch provision was made for mahnq svaihbte benetits
which werc hithedo nor availnble to manuGdurcE
whilein.uring qpendirure iora.qutrition of re.hnicaL
know ho* rl sud expendiru€ was tapnar Ln natue
prior to insedion ofs.3sA8, nodedudion could hare
beencLaimed Thus,ss9AEwd anenabliig provGion
;nd ior for limiting bener8 whkh rer. atrcady
eftihg. n Liqhi of the above, n *s herd rhat s 3s BG
notappLiebLeinc4eolrcvenuedpendituG

HonbLe frighcoun obseBedrhd rheaifr rcceived bv
.heque w* b.ked by citt Deed exetured bv dono;
and al5o the bank.edifEate Aseseehad p;odu.ed

of ideniity of the
doior:Mu'lidharL:horimaL vs. ctr - 230 rR n2
;se$eec.nnot be asked io prov. sourceot$urce
GiFrTdAd rcwhgeproqds'hd.grfi by$nebody
who E not (ftd'Monhy ! nor 3 qiFr rhur Lnrqhroirhe
abo!€ dtrcu$ed as and rh. edences furnshed bv
a$6sde beirc qift deed .x..oied bv donoi bail
.eitifi(ate and rhe rad thai ibe giti h* been rc.eived
by .heque and thar
Lmpuqn.d additionwasdeLded

tu..$eepaLdte.hni.atknow,howreesdudnorh.vear
under .onsiderarion and claimed rhe ;mi s
'Revenu. expendnurc' ao w4 o, the view rhd su.h
erpend(urc shaLl {aLl wirhin rhe anbit of 5l5aB.
A..odLngLJ4 AO held rhd rse$ee .ourdnr have
cLimed enrire d.duction in rh. *sesmentyerunder

a$e*ee ouqhr ro have
amonradthelamea.prdidedu/93saBaidsprcadit
over six yars. ctTlA) d.dded the ilsue aqainn $e
a$e$ee wh.re* TAr rook a vis i^ asesees f,rer
agsieved by rrAT! odei R*eiue prcturcd €x
appe.l b€fore Hiqh court

!!@

HonbleNighcoudob$ryedrharrhaexpenditu.cwas
purely 'Revenue" in n*ure A$esee had nol
purhAed or obbinad ownerhip dt su.h te.hni.ar
know-how Asesee was mercly a tL.erea under
whkh ir colld use a know.how ior the pu.pose or iis
buines r.frporai\r t was tunh
Hon ble Apex cou( in rhe .ase of "c r v!. sw.€j
Engines Lid 309 tTR 44r", had heLd rhar tor the
:ppLi.abiliry of s.35AB, iarure of erpenditud is
rcqui.ed to bedecLdedatthethehotd b€cu5e if rhe
eipendirurc i! found to be "Revenoe" in narure,rhen
sr5AB shaLl not appty. How.Ei ir rhe ctpenditure is
'capita l' in na tue" then q uenion ol anofrration and
spEad ove4 as .onrehpLaied by s.3sA3, would
.eftainly .one inro pby rt w6 tu(her obsercd rh*
asDT had .omo our with a circut, No321 dated
12.6 35 whercin it w* .t dried thai ihe dew sedion
35AB was inse ed with a vis io prcvLde tunher
en.ouiaqement ror indigenous dentitk rcsearh.

pcrr6 Gui:hi riLhenb Lid.
1:r app.:t No337 of 2000 rcli Hcl

iB merhod ot o,ovidino
depr..uhn nom "sraqhr Lne Merhod LsLMf 16'ftden Dsn value (wD'4
.onsideiation which rcsuLred into sh.dtel h

3horttaLl war chaqed b p&L
accouni Ao disa[owed .L.im of i.h additionaL
depre.iariononthe.oun turs2o5of cohpaniesAd
do.s not entitle an ase$ee ro .laim deprc.iarioi for
eaiLier yaa6 placinq rclian.e on "M.Dowe[ and co. v3clo 154 rrR 1!3"On appeat CIT(A) upheLd a$a*ee s
conteniion and direcred Ao ro rc.onoure book Dbfir
without disalLowing 3dditionar.bim of depK;tion
and the sid view w* upheLd by |TAI Hen.e, @enue
prcieEedtaxappeaLbeforcHiqh cour

HonbLe High co!rt heu ihat chanse ii method ot
a.counnnq ror depE.i.tion frcm sLM ro wDV ka3 h
a(odan.e wrh A.countinq slandadr i$ued bv lcqt.
Non bl. Aper Coud, in the .ase ot AooLlo rvre! ird vrcI 255 TR273t had heLdthdaqwhiLeaomlurino
book prolit, h;r onty the pNer ot *amininq whdhe;
0ook5 or akounr ae.edined by 3u$ontias under

has Limired porer ro make
adlusments ro su.h bool pmfit as aovened vide
Eiphnario.tothe said sedion.ao has;oiutudidion
ro 9o behind rhe ner prorG $Nn in p&r ac.ounr

of pescdbed adiunmants
Fufrheiinrhe.aseof c|rs. RobanLn (p) Lri.". Hon bte
cuJarat High coufr was caLled upon to decide 6 ro

rqhr 'n upholdinq dererion of
sddfon made n ftsped ot d ff€rcn.e m amounr of

resuLt of (hance in n*hnd .r
prcedng dep'e.dron from slMlo wDV HonbLe
Highcoun tolLowngrheranoLaidd@n,nlhe(aseor
ApoLlo TyB rrd , decided rhe eid issue in a<.*e!
bvor rorrowinglhe raiio t id down in "Rubamin rp)
Lrdrl the issue was de.ided in as.$ees ravor a;d
delerion ot addnion b book prcfr in esoed of
additionat deprc.iation
mrrhod or &oudnq ror depre.Dr on wA uph;H by
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JURISDICTION & LOCATION OF CIT {APPEALS) - DETAIE

SCHEDUIE

addr/jt.crr, sp{ ar Ranse 1
Ahmedabad; and Raige x(1),

Add7x.c r, special Rance,2
Ahnedabad, md Ranse 41),
Ahmedabad and sabaR:ntha

Addr/x.crr, specrar nanse 3
Ahmedabad; and Ranse 3(2) and

Add /it.crr, sp€cia Ranse4 and
Ra.ce4{2) ahmedabad and



reiritorialjurkd d on of Pr

c T/clI, Ahmedabad - 1to 7

refriro.aljurkd.t oi or Pr

cTlcrr,Ahmedabad.1r.7



1 co-mi'srone,or I P.ihcipar

In.om€tax I commrsiore/
(Apper9, i commrsioier of

Ahmedabad u i h'ome Tax,
__- I Ahmedabad.2

arr cases orcentrat Rahge-1,
ahmedabad and centnr Ra.ee
Raitot

{rcase!ot cenkalRange ?,

l.*__""

l^h..d"b,d,rl

rer torial jurisdiction of pf

Bhavan | 3 1A,31,G dhihag' I comfrktq*of

--- l*#*,

@
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'Uft4a Jfiod4\e Jnutli Sut@ Specialitg C6,p al
ttofr

Nidhi Hospitat
'''' l, L]

3

Nidhi
+{ealth

Checks

stad um comm€ ce Road, N;vranaDrra
Ahhedabad l8O OO9 -

e-mart : nidhihosp lat2o11@9mr LomwY.1'dhlho:pitar.ors

Emergency 24x7
f +97 9A9B 74 2t2l

o79 4023 212t, o7g 2642 6637

NIDHI HOSPITAL

EStC

IActna-.S9. ("u"a,
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"With Best Comptcmcnts froJ

Lompanl,, Ta{ Consultants. patan & A hmedabad"
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