
	
I-15

Contents

PAGE

About the Authors I-5
Preface to Second Edition I-7
Chapter-heads I-9
Table of cases I-47

CHAPTER 1
WARRANT OF SEARCH-RELEVANCE IN  

ASSESSMENT PROCEEDINGS
1.1 Introduction 1
1.2 Warrant

 
of
 
search 1

1.3 Warrant
 
is
 
person-specific

 
and
 
premises-specific 4

1.4 Search
 
of
 
premises

 
of
 
third

 
party 4

1.5 Assessment
 
of
 
third

 
party

 
searched

 
for
 
limited

 
purpose 5

1.6 Search
 
warrant

 
in
 
joint
 
names

 
-
 
Now

 
permissible 5

1.7 Name
 
in
 
the
 
warrant

 
not
 
sufficient

 
-
 
Actual

 
search

 
required 6

1.8 Signing
 
of
 
warrant

 
does

 
not
 
mean

 
initiation

 
of
 
search 6

1.9 Mere
 
mention

 
of
 
name

 
in
 
panchnama

 
does

 
not
 
amount

 
to
 
initi-

ation
 
of
 
search

6

1.10 Warrant
 
in
 
joint
 
names

 
and
 
initiation

 
of
 
assessment

 
proceedings 7

1.11 Warrant
 
in
 
joint
 
names

 
-
 
Units

 
of
 
assessment 7

1.12 Premises
 
in
 
joint
 
occupation 7

1.13 Warrant
 
in
 
the
 
name

 
of
 
member

 
of
 
AOP 8

1.14 Search
 
of
 
premises

 
occupied

 
by
 
persons

 
along

 
with
 
searched

 party
 
-
 
Effect

8

1.15 Warrant
 
in
 
one
 
name

 
and
 
search

 
in
 
another’s

 
premises 8

1.16 Search
 
of
 
bank

 
and
 
initiation

 
of
 
proceeding

 
u/s
 
153A

 
against

 account
 
holder

9

1.17 Execution
 
of
 
warrant

 
on
 
bank

 
account

 
and
 
seizure

 
from

 
bank

 account,
 
etc.

9

1.18 Importance
 
of
 
panchnama

 
in
 
initiating

 
assessment

 
proceedings 10

1.19 Description
 
in
 
panchnama

 
and
 
assessment

 
proceedings 11



	
CONTENTS

	
I-16

PAGE

1.20 Warrant
 
in
 
joint
 
names

 
but
 
no
 
panchnama

 
in
 
all
 
names 12

1.21 Name
 
of
 
person

 
appearing

 
in
 
search

 
warrant

 
and
 
panchnama

 
but
 not

 
in
 
satisfaction

 
note
 
-
 
Effect

12

1.22 Search
 
on
 
receipt

 
of
 
unverified

 
information

 
from

 
another

 
authority 12

1.23 C&AG’s
 
report

 
as
 
basis

 
for
 
authorisation 13

1.24 Whether
 
legal

 
and
 
valid

 
search

 
not
 
required

 
for
 
action

 
u/s
 153BD/153C?

13

1.25 Recording
 
of
 
satisfaction

 
and
 
search

 
action

 
should

 
be
 
proxi-

mate
 
-
 
No
 
revival

 
of
 
old
 
warrant

13

1.26 Valid
 
search

 
required

 
for
 
proceeding

 
u/s
 
153A 14

1.27 Invalid
 
search

 
warrant

 
-
 
Effect

 
on
 
assessment 14

1.28 Service
 
of
 
search

 
warrant

 
not
 
required 14

1.29 Hyper
 
technicalities

 
in
 
issue

 
of
 
warrant

 
-
 
Court

 
would

 
not
 
interfere 15

1.30 Communication
 
of
 
reasons

 
leading

 
to
 
satisfaction 15

1.31 Survey
 
converted

 
into
 
search

 
-
 
Validity

 
of
 
search

 
warrant

 
and
 consequential

 
proceedings

16

1.32 Tax
 
evasion

 
petition

 
&
 
proceeding

 
u/s
 
153A 18

1.33 Search
 
in
 
the
 
premises

 
of
 
holding

 
company

 
-
 
Effect

 
on
 
subsidiary 18

1.34 Initiation
 
of
 
proceeding

 
u/s
 
153A

 
when

 
no
 
search

 
is
 
conducted

 in
 
assessee’s

 
premises

18

1.35 Illegal
 
search

 
-
 
Causes

 
and
 
consequences 19

CHAPTER 2

SECTION 153A - AN OVERVIEW

2.1 Introduction 21

2.2 Block
 
assessment

 
and
 
assessment

 
u/s
 
153A 21

2.3 Search
 
-
 
Meaning

 
of 23

2.4 Search
 
initiated

 
-
 
Connotation 23

2.5 Undisclosed
 
income 24

2.6 Non-obstante
 
clause 24

2.7 Meaning
 
of
 
words

 
‘pending’

 
and
 
‘abate’ 25

2.8 What
 
will
 
abate

 
and
 
what

 
will
 
not
 
abate? 26

2.9 Status
 
of
 
pending

 
assessment

 
in
 
respect

 
of
 
earlier

 
search 27

2.10 Processing
 
of
 
return

 
-
 
Whether

 
amounts

 
to
 
abatement? 28

2.11 Scope
 
of
 
first
 
two
 
provisos

 
u/s
 
153A(1) 28



I-17
	

CONTENTS
	

PAGE

2.12 Connotation
 
of
 
‘so
 
far
 
as
 
may
 
be’ 29

2.13 ‘All
 
other

 
provisions

 
of
 
the
 
Act
 
shall

 
apply’

 
-
 
Meaning

 
of 29

2.14 Assess
 
or
 
reassess

 
-
 
Meaning 30

CHAPTER 3
INITIATION OF PROCEEDINGS U/S 153A -  

JURISDICTIONAL ISSUES

3.1 Introduction 32

3.2 Discovery
 
of
 
undisclosed

 
income

 
-
 
Whether

 
a
 
pre-condition

 
for
 issue

 
of
 
notice

 
u/s
 
153A?

32

3.3 When
 
to
 
issue

 
notice

 
u/s
 
153A? 33

3.4 Notice
 
u/s
 
153A

 
for
 
10
 
assessment

 
years 33

3.5 Central
 
Government

 
can
 
exclude

 
issuance

 
of
 
notice

 
in
 
certain

 
cases 36

3.6 When
 
to
 
file
 
returns

 
in
 
search

 
cases? 36

3.7 Return
 
for
 
the
 
year
 
of
 
search 37

3.8 Request
 
for
 
extension

 
of
 
time 38

3.9 Revised
 
return 38

3.10 Requirement
 
of
 
filing

 
return

 
u/s
 
139(1)

 
after

 
initiation

 
of
 
search 39

3.11 Status
 
of
 
original

 
returns

 
after

 
issue

 
of
 
notice

 
u/s
 
153A 40

3.12 Issue
 
of
 
valid

 
notice

 
u/s
 
153A

 
mandatory 40

3.13 Time
 
limit

 
for
 
furnishing

 
returns

 
u/s
 
153A 40

3.14 Failure
 
to
 
furnish

 
return

 
u/s
 
153A 41

3.15 Delay
 
in
 
handing

 
over
 
search

 
material

 
-
 
Effect 41

3.16 Sections
 
292B

 
and
 
292BB 42

3.17 Section
 
147
 
and
 
search

 
assessments 42

CHAPTER 4
PROCEDURE OF ASSESSMENT U/S 153A

4.1 Introduction 46

4.2 Meaning
 
of
 
‘assessment’ 46

4.3 Undisclosed
 
income 46

4.4 Concept
 
of
 
dual
 
assessment 47

4.5 Incriminating
 
evidence 47

4.6 Whether
 
provisions

 
of
 
section

 
139(9)

 
apply? 48

4.7 Payment
 
of
 
self-assessment

 
tax 49



	
CONTENTS

	
I-18

PAGE

4.8 Issue
 
and
 
service

 
of
 
notice

 
u/s
 
143(2) 49

4.9 Issue
 
of
 
notice

 
u/s
 
142(1) 51

4.10 Where
 
return

 
not
 
filed
 
in
 
response

 
to
 
notice

 
u/s
 
153A 52

4.11 Use
 
of
 
fresh

 
evidence

 
found

 
in
 
search

 
when

 
regular

 
assessment

 completed
 
and
 
appeal

 
pending

52

4.12 Appeal
 
proceedings

 
do
 
not
 
abate

 
because

 
of
 
order

 
u/s
 
153A 53

4.13 Issues
 
considered

 
and
 
accepted

 
in
 
regular

 
assessments

 
-
 
Can
 
they
 be

 
revisited

 
in
 
assessment

 
u/s
 
153A?

53

4.14 Addition
 
in
 
regular

 
assessment

 
made

 
prior

 
to
 
search 54

4.15 Estimated
 
addition

 
and
 
assessment

 
u/s
 
153A 55

4.16 Rejection
 
of
 
books

 
of
 
account

 
-
 
Addition

 
u/s
 
69B 55

4.17 Would
 
computation

 
of
 
total
 
income

 
u/s
 
153A

 
include

 
income

 disclosed
 
and
 
accepted

 
earlier?

55

4.18 No
 
parallel

 
assessment

 
proceeding

 
during

 
pendency

 
of
 
proceed-

ings
 
u/s
 
153A/153C

56

4.19 Incriminating
 
evidence

 
should

 
be
 
qua
  
assessee

 
and
 
assessment

 
year 56

4.20 Head
 
of
 
income

 
for
 
additional

 
income

 
declared

 
u/s
 
132(4) 57

4.21 Computation
 
of
 
loss
 
and
 
carry

 
forward

 
of
 
loss 57

4.22 Assessments
 
made

 
u/s
 
153A

 
and
 
revision

 
u/s
 
263 60

4.23 Revival
 
of
 
proceeding

 
on
 
annulment 61

4.24 How
 
to
 
use
 
information

 
received

 
from

 
external

 
source

 
in
 
assess-

ment
 
u/s
 
153A?

61

4.25 Approval
 
of
 
order

 
u/s
 
153D 62

4.26 Non-quoting
 
of
 
DIN
 
in
 
notices,

 
summons,

 
order,

 
etc.
 
-
 
Effect 63

CHAPTER 5
NEW CLAIM OF DEDUCTION IN  

PROCEEDINGS U/S 153A

5.1 Introduction 64

5.2 New
 
claims

 
-
 
Various

 
scenarios 64

5.3 Case
 
of
 
Sun
 
Engineering

 
Works 65

5.4 New
 
claim

 
of
 
deduction

 
u/s
 
153A 65

5.5 Claim
 
of
 
deduction

 
under

 
Chapter

 
VIA
 
for
 
the
 
first
 
time
 
in
 
the
 return

 
filed
 
u/s
 
153A

67

5.6 Can
 
a
 
claim

 
be
 
preferred

 
during

 
appeal

 
proceedings

 
for
 
the
 
first
 time?

69



I-19
	

CONTENTS
	

PAGE

5.7 Additional
 
claim

 
of
 
deduction

 
in
 
the
 
return

 
filed
 
u/s
 
153A 70

5.8 Reassessment
 
u/s
 
147
 
and
 
assessment

 
u/s
 
153A

 
operate

 
in
 
dif-

ferent
 
fields

71

5.9 Change
 
of
 
method

 
of
 
valuation

 
of
 
stock

 
in
 
return

 
filed
 
u/s
 
153A 71

5.10 New
 
claim

 
in
 
the
 
return

 
u/s
 
153A

 
-
 
Disallowed 72

5.11 Two
 
streams

 
of
 
assessment 72

5.12 Deduction
 
u/s
 
80-IA

 
already

 
granted

 
cannot

 
be
 
reviewed

 
and
 withdrawn

73

5.13 Making
 
new
 
claim

 
of
 
deduction

 
under

 
Chapter

 
VIA
 
-
 
Whether

 settled?
73

CHAPTER 6

USE OF INCRIMINATING EVIDENCE

6.1 Introduction 74

6.2 Scope
 
and
 
nature

 
of
 
incriminating

 
evidence 74

6.3 A
 
holistic

 
view 76

6.4 Department’s
 
approach 76

6.5 Important
 
decisions 77

6.6 Predominant
 
view 86

CHAPTER 7
ASSESSMENT OF INCOME OF ‘OTHER  

PERSON’ - SECTION 153C

7.1 Introduction 87

7.2 Amendments
 
to
 
section

 
153C 87

7.3 Broad
 
features

 
of
 
section

 
153C 89

7.4 Assessment
 
years

 
covered

 
u/s
 
153C 91

7.5 Assessment
 
years

 
covered

 
in
 
case
 
of
 
‘other

 
person’ 91

7.6 When
 
Assessing

 
Officer

 
of
 
searched

 
person

 
and
 
‘other

 
person’

 
are
 same

 
-
 
Reckoning

 
of
 
assessment

 
years

92

7.7 Inference
 
of
 
undisclosed

 
income

 
from

 
the
 
books

 
of
 
searched

 
party

 in
 
proceedings

 
u/s
 
153C

93

7.8 Incriminating
 
evidence

 
-
 
Inference

 
will
 
not
 
do 93

7.9 Where
 
satisfaction

 
in
 
the
 
case
 
of
 
searched

 
party

 
and
 
other

 
person

 identically
 
worded?

94

7.10 Whether
 
two
 
satisfaction

 
notes

 
required? 94



	
CONTENTS

	
I-20

PAGE

7.11 Content
 
of
 
satisfaction

 
note
 
important,

 
not
 
form 95

7.12 Incriminating
 
evidence

 
required

 
for
 
invoking

 
section

 
153C 95

7.13 ‘Belongs
 
to’,
 
‘refers

 
to’
 
and
 
‘relates

 
to’
 
-
 
Connotation

 
of 95

7.14 Belongingness
 
of
 
photocopies

 
of
 
documents 96

7.15 Belongingness
 
of
 
sale
 
deed

 
and
 
photocopies 96

7.16 Belongingness
 
of
 
undated

 
cheque 97

7.17 Effect
 
of
 
mention

 
of
 
name

 
in
 
seized

 
paper 97

7.18 Satisfaction 97

7.19 Guidelines
 
laid
 
down

 
in
 
Ganpati

 
Fincap

 
Services

 
(P.)
 
Ltd.
 
case 102

7.20 Can
 
appraisal

 
report

 
be
 
the
 
basis

 
for
 
satisfaction? 103

7.21 Communication
 
from

 
Investigation

 
Wing

 
without

 
handing

 
over
 seized

 
material

 
not
 
enough

103

7.22 When
 
to
 
record

 
satisfaction? 103

7.23 Presumption
 
u/s
 
132(4A)

 
and
 
u/s
 
292C

 
and
 
satisfaction 104

7.24 Board’s
 
Circular

 
No.
 
24/2015

 
-
 
Recording

 
of
 
satisfaction

 
u/s
 158BD/153C

104

7.25 Order
 
of
 
Settlement

 
Commission

 
-
 
Finality

 
of
 
order

 
-
 
Subsequent

 reopening
105

7.26 Issue
 
of
 
notice

 
in
 
case
 
of
 
amalgamation 105

7.27 Writ
 
against

 
notice

 
u/s
 
153C

 
not
 
first
 
resort 106

7.28 Action
 
u/s
 
147
 
in
 
case
 
of
 
‘other

 
person’ 106

7.29 Prior
 
approval

 
before

 
passing

 
assessment

 
order

 
-
 
Section

 
153D 106

7.30 Where
 
foundation

 
of
 
initiating

 
action

 
u/s
 
158BC

 
not
 
sustainable? 107

7.31 Initiation
 
of
 
proceedings

 
u/s
 
153C

 
should

 
follow

 
proceedings

 u/s
 
153A

107

7.32 Can
 
statement

 
u/s
 
132(4)

 
be
 
the
 
basis

 
for
 
initiating

 
proceedings

 against
 
third

 
person?

107

7.33 Should
 
assessment

 
u/s
 
153C

 
be
 
confined

 
to
 
evidence

 
in
 
seized

 material?
108

7.34 Seizure
 
of
 
hard

 
disk 108

7.35 Seizure
 
of
 
trial
 
balance

 
and
 
balance

 
sheet

 
-
 
Effect

 
of 109

7.36 Initial
 
admission

 
and
 
subsequent

 
denial

 
by
 
searched

 
party 109

7.37 No
 
notice

 
u/s
 
153A

 
or
 
u/s
 
153C 109

7.38 Whether
 
issue

 
of
 
a
 
second

 
(fresh)

 
notice

 
u/s
 
158BD

 
justified? 110



I-21
	

CONTENTS
	

PAGE

7.39 Can
 
evidence

 
found

 
in
 
survey

 
in
 
a
 
connected

 
case
 
be
 
utilised

 
in
 search

 
assessment?

110

CHAPTER 8

TIME LIMITS FOR COMPLETING SEARCH  
ASSESSMENTS - SECTION 153B

8.1 Introduction 112

8.2 Time
 
limits

 
for
 
completion

 
of
 
search

 
assessments 112

8.3 Time
 
limits

 
u/s
 
153B

 
since

 
2004 112

8.4 Execution
 
of
 
authorisation 116

8.5 Exclusion
 
of
 
time
 
under

 
Explanation

 
to
 
section

 
153B 116

8.6 Service
 
of
 
assessment

 
order 117

8.7 Last
 
panchnama

 
drawn

 
-
 
Limitation 117

8.8 Extension
 
of
 
time
 
limits

 
due
 
to
 
Covid-19 118

CHAPTER 9
APPLICATION AND RELEASE OF SEIZED  

ASSETS - SECTION 132B

9.1 Introduction 119

9.2 Scope
 
of
 
section

 
132B 119

9.3 Application
 
of
 
seized

 
assets

 
-
 
Section

 
132B(1) 119

9.4 Release
 
of
 
deposits

 
in
 
disclosed

 
bank

 
accounts 121

9.5 Early
 
release

 
of
 
explained

 
assets 121

9.6 Release
 
of
 
surplus

 
assets

 
-
 
Section

 
132B(3) 122

9.7 Payment
 
of
 
interest

 
by
 
revenue 122

9.8 Interest
 
payable

 
for
 
post-assessment

 
period 123

9.9 Interest
 
on
 
interest 124

9.10 Interest
 
u/s
 
132B(4)

 
and
 
section

 
240 124

9.11 Interest
 
for
 
undue

 
delay

 
in
 
releasing

 
FD,
 
IVP,
 
KVP,

 
etc. 124

9.12 Release
 
of
 
seized

 
assets

 
in
 
other

 
circumstances

 
-
 
Board’s

  
Instruction 124

9.13 Release
 
of
 
cash
 
and
 
jewellery

 
-
 
Some

 
decisions 125

9.14 Release
 
of
 
pledged

 
assets 125

9.15 Release
 
of
 
assets

 
when

 
search

 
is
 
held
 
illegal 126

9.16 Production
 
of
 
succession

 
certificate

 
before

 
release

 
of
 
seized

 
assets 126

9.17 Payment
 
of
 
compensation

 
for
 
inordinate

 
delay 126



	
CONTENTS

	
I-22

PAGE

CHAPTER 10

SECTION 115BBE - AN ANALYSIS

10.1 Introduction 128

10.2 Head
 
of
 
income 128

10.3 Applicability
 
of
 
specified

 
sections 129

10.4 Raison d’être
 
for
 
section

 
115BBE 130

10.5 Broad
 
features

 
of
 
section

 
115BBE 131

10.6 Search
 
cases

 
and
 
section

 
115BBE 134

10.7 Survey
 
cases

 
and
 
section

 
115BBE 135

10.8 Where
 
income

 
falling

 
under

 
a
 
specified

 
section

 
is
 
accepted

 
in
 scrutiny

 
assessment?

135

10.9 Important
 
issues

 
on
 
assessability

 
of
 
income

 
falling

 
under

 
specified

 sections
136

10.10 When
 
books

 
of
 
account

 
rejected? 137

10.11 Credit
 
entry

 
in
 
bank

 
account 137

10.12 Impact
 
of
 
section

 
115BBE

 
on
 
presumptive

 
taxation 137

10.13 Treatment
 
of
 
credits,

 
etc.,
 
where

 
books

 
not
 
maintained 138

10.14 Presumption
 
u/s
 
132(4A)

 
and
 
u/s
 
292C 140

10.15 Peak
 
credit 141

10.16 Cash
 
credit

 
offered

 
as
 
income

 
to
 
buy
 
peace 141

10.17 Excess
 
stock 142

10.18 Suppressed
 
cash
 
sales 142

10.19 Cross-examination
 
of
 
adverse

 
witness 142

10.20 Burden
 
of
 
proof 142

10.21 Explanation
 
filed
 
by
 
assessee 144

10.22 Burden
 
of
 
proof

 
u/s
 
69 144

10.23 Burden
 
of
 
proof

 
u/s
 
69B 144

10.24 Section
 
50C
 
vis-à-vis

 
sections

 
69,
 
69A
 
and
 
69B 145

10.25 Cash
 
deposits

 
into
 
bank

 
account

 
post-demonetization

 
and
 
PMGKY 145

CHAPTER 11
SEIZURE OF JEWELLERY - BOARD’S  
INSTRUCTION AND OTHER ISSUES

11.1 Introduction 147



I-23
	

CONTENTS
	

PAGE

11.2 Board’s
 
Instruction

 
No.
 
1916

 
dt.
 
11-5-1994 147

11.3 Judicial
 
precedents 148

11.4 Extended
 
meaning

 
of
 
Instruction

 
No.
 
1916 148

11.5 Mismatch
 
in
 
description

 
of
 
jewellery 149

11.6 Claim
 
for
 
giving

 
credit

 
to
 
larger

 
amount

 
of
 
jewellery 149

11.7 Possession
 
of
 
jewellery

 
(stridhan)

 
-
 
Long

 
married

 
life 149

11.8 Instruction
 
No.
 
1916

 
not
 
applicable

 
while

 
computing

 
undisclosed

 income
149

11.9 Burden
 
of
 
proof 150

CHAPTER 12

COMPUTATION OF UNDISCLOSED INCOME  
UNDER SECTIONS 153A & 153C -  

MISCELLANEOUS ISSUES

12.1 Introduction 151

12.2 Adoption
 
of
 
‘net
 
worth

 
method’ 151

12.3 Calling
 
for
 
assets

 
and
 
liability

 
statement

 
u/s
 
142(1) 152

12.4 Application
 
of
 
section

 
40A(3) 152

12.5 Disallowance
 
u/s
 
40(a)(ia) 153

12.6 Confessional
 
statement

 
-
 
Section

 
68 154

12.7 Unexplained
 
gift
 
in
 
concluded

 
assessment

 
year 154

12.8 No
 
addition

 
of
 
gifts
 
u/s
 
68
 
without

 
incriminating

 
evidence 155

12.9 Entries
 
in
 
kutcha

 
books

 
-
 
Addition

 
u/s
 
68 155

12.10 Section
 
132(4A)

 
does

 
not
 
override

 
section

 
68 155

12.11 Accommodation
 
entry

 
-
 
Reopening

 
valid 155

12.12 Share
 
application

 
money

 
from

 
non-existent

 
parties

 
-
 
Addition

 
u/s
  
68 156

12.13 Statement
 
of
 
third

 
party

 
-
 
No
 
addition

 
on
 
account

 
of
 
accommo-

dation
 
entry

156

12.14 All
 
conditions

 
of
 
section

 
69
 
to
 
be
 
satisfied 156

12.15 Noting
 
in
 
the
 
seized

 
document

 
without

 
corroboration

 
not
 
enough

 for
 
addition

157

12.16 Ownership
 
of
 
cash
 
and
 
section

 
69A 157

12.17 Discovery
 
of
 
cash
 
in
 
lockers

 
-
 
Delay

 
in
 
producing

 
cash
 
book

 
-
 
Effect 157

12.18 Statement
 
of
 
third

 
party

 
cannot

 
be
 
the
 
basis

 
for
 
addition

 
u/s
 
69A 158

12.19 Cash
 
seized

 
from

 
bus
 
-
 
Addition

 
u/s
 
69A 158



	
CONTENTS

	
I-24

PAGE

12.20 Section
 
110
 
of
 
Evidence

 
Act
 
and
 
section

 
69A 158

12.21 Whether
 
confiscated

 
gold
 
assessed

 
u/s
 
69A
 
is
 
business

 
loss
 
and
 is

 
liable

 
for
 
set
 
off?

159

12.22 Disclosure
 
of
 
jewellery

 
in
 
wealth

 
tax
 
return

 
-
 
Application

 
of
 
sec-

tion
 
69A

159

12.23 Nature
 
of
 
additions

 
under

 
sections

 
69,
 
69A,
 
69B
 
and
 
69C 159

12.24 No
 
addition

 
u/s
 
69B
 
because

 
seller

 
declared

 
higher

 
price 160

12.25 Repeated
 
confession

 
of
 
undisclosed

 
income 160

12.26 Sweep
 
of
 
section

 
69C 161

12.27 Where
 
source

 
of
 
expenditure

 
proved 161

12.28 Where
 
assessee

 
cannot

 
explain

 
source

 
of
 
expenditure

 
-
 
Section

 
69C 161

12.29 Section
 
69C
 
requires

 
source

 
of
 
expenditure,

 
not
 
authenticity 161

12.30 Where
 
source

 
of
 
bogus

 
purchase

 
available

 
-
 
No
 
addition

 
u/s
 
69C 162

12.31 No
 
addition

 
on
 
the
 
basis

 
of
 
MOU

 
without

 
corroboration 162

12.32 Income
 
offered

 
to
 
buy
 
peace

 
-
 
Taxability

 
and
 
penalty 162

12.33 Evidentiary
 
value

 
of
 
statement

 
u/s
 
132(4)

 
-
 
Caution

 
needed 163

12.34 Use
 
of
 
evidence

 
for
 
computing

 
undisclosed

 
income 164

12.35 Documentary
 
evidence

 
versus

 
oral
 
evidence 164

12.36 Oral
 
Evidence 165

12.37 Circumstantial
 
evidence 165

12.38 Use
 
of
 
partly

 
relevant,

 
irrelevant

 
and
 
neutral

 
evidence 165

12.39 Evidentiary
 
value

 
of
 
report

 
of
 
registered

 
valuer 165

12.40 Burden
 
of
 
proof

 
-
 
General

 
principles 167

12.41 Burden
 
of
 
proof

 
in
 
income

 
tax 168

12.42 Burden
 
of
 
proof

 
-
 
Initial

 
onus

 
-
 
Emerging

 
trend 169

12.43 Agreed
 
assessment

 
-
 
Estoppel 171

12.44 Issue
 
of
 
show-cause

 
notice 172

12.45 Discovery
 
of
 
hard

 
disk
 
and
 
proceedings

 
u/s
 
153C 173

12.46 Agricultural
 
income 173

12.47 Where
 
interest

 
cannot

 
be
 
charged

 
for
 
delay

 
in
 
filing

 
return? 173

12.48 Benami
 
Act
 
-
 
Implications 173

12.49 Interpretation
 
of
 
statutes

 
-
 
Some

 
important

 
principles 174



I-25
	

CONTENTS
	

PAGE

CHAPTER 13

STATUTORY PRESUMPTIONS - SECTION 132(4A)  
& SECTION 292C

13.1 Introduction 178

13.2 Possession/control/ownership 178

13.3 ‘May
 
presume’

 
-
 
Meaning 179

13.4 Scope
 
of
 
presumption

 
-
 
Apex

 
Court’s

 
view 179

13.5 No
 
addition

 
solely

 
on
 
the
 
basis

 
of
 
presumption 180

13.6 Presumption
 
limited

 
to
 
accepting

 
genuineness

 
of
 
document

 
but
 does

 
not
 
extend

 
to
 
interpretation

180

13.7 Documents
 
seized

 
from

 
third

 
party

 
premises 181

13.8 Presumption
 
u/s
 
132(4A)

 
is
 
a
 
factual

 
presumption

 
and
 
not
 
a
 mandate

182

13.9 Failure
 
to
 
rebut

 
presumption

 
u/s
 
132(4A)

 
-
 
Effect

 
of 182

13.10 No
 
presumption

 
u/s
 
132(4A)

 
on
 
the
 
basis

 
of
 
statement 182

13.11 Admission
 
of
 
fact
 
and
 
presumption

 
u/s
 
132(4A) 182

13.12 Ingredients
 
of
 
section

 
69
 
to
 
be
 
satisfied

 
-
 
Presumption

 
u/s
 
132(4A)

 alone
 
will
 
not
 
suffice

183

13.13 Notings
 
on
 
loose

 
papers

 
-
 
Presumption

 
u/s
 
132(4A) 183

13.14 Presumption
 
not
 
to
 
apply

 
to
 
entries

 
in
 
dumb

 
document 183

13.15 Unsigned
 
MOU

 
-
 
Whether

 
presumption

 
can
 
be
 
raised

 
to
 
make

 addition?
184

13.16 Recital
 
in
 
photocopy

 
-
 
Presumption

 
needs

 
to
 
be
 
rebutted

 
at
 
 

assessment
 
stage

184

13.17 Application
 
of
 
presumption

 
to
 
requisition

 
u/s
 
132A 184

13.18 Combined
 
evaluation

 
of
 
section

 
132(4A)

 
and
 
statement

 
u/s
 132(4)/131

 
necessary

184

13.19 Whether
 
loose

 
paper

 
a
 
document

 
or
 
books

 
of
 
account

 
to
 
give
 
rise
 to

 
presumption

 
u/s
 
132(4A)?

185

13.20 Whether
 
handwriting

 
in
 
document

 
sufficient

 
to
 
create

 
presump-

tion?
185

13.21 Cash
 
found

 
during

 
search

 
-
 
Presumption 186

13.22 Reopening
 
of
 
assessment

 
u/s
 
147
 
and
 
presumption 186

13.23 No
 
prosecution

 
based

 
merely

 
on
 
presumption

 
u/s
 
132(4A) 186

13.24 Presumption
 
available

 
to
 
diary

 
seized

 
in
 
search 187



	
CONTENTS

	
I-26

PAGE

13.25 Entries
 
in
 
seized

 
documents

 
cannot

 
be
 
partly

 
accepted

 
and
 
partly

 rejected
187

13.26 No
 
addition

 
on
 
the
 
basis

 
of
 
presumption

 
alone 187

13.27 Presumption
 
u/s
 
292C

 
cannot

 
be
 
applied

 
mechanically 187

13.28 Presumption
 
u/s
 
292C

 
-
 
Sections

 
68
 
and
 
69
 
of
 
IT
 
Act 188

13.29 Discharge
 
of
 
burden

 
u/s
 
292C 188

13.30 Claim
 
of
 
expenditure

 
u/s
 
37
 
-
 
Presumption

 
u/s
 
292C 189

13.31 Whether
 
section

 
292C

 
for
 
the
 
benefit

 
of
 
department? 189

13.32 Proceeding
 
u/s
 
153C

 
and
 
presumption

 
u/s
 
292C 189

CHAPTER 14
NOTINGS ON LOOSE PAPERS - EVIDENTIARY  

VALUE

14.1 Introduction 190

14.2 Books
 
of
 
account

 
and
 
document

 
-
 
Meaning

 
of 190

14.3 Entries
 
in
 
regular

 
books

 
and
 
notings

 
in
 
diaries

 
and
 
on
 
loose

 
pa-

pers
 
-
 
Distinction

191

14.4 Pendrive
 
data
 
-
 
Whether

 
equal

 
to
 
entries

 
in
 
books

 
of
 
account? 192

14.5 Contents
 
of
 
documents

 
and
 
hearsay

 
evidence 192

14.6 Signature
 
in
 
document

 
not
 
enough

 
to
 
prove

 
its
 
contents 192

14.7 Whether
 
handwriting

 
in
 
document

 
proves

 
contents

 
of
 
document? 192

14.8 Expressions
 
‘account’,

 
‘books

 
of
 
account’,

 
‘business’

 
and
 
‘regularly

 kept’
 
and
 
section

 
34
 
of
 
Evidence

 
Act

193

14.9 Document
 
should

 
be
 
speaking

 
in
 
all
 
respects 195

14.10 Notings
 
on
 
loose

 
slips
 
as
 
interpreted

 
in
 
the
 
case
 
of
 
Dr.
 
Kamla

 Prasad
 
Singh

196

14.11 Unsigned
 
and
 
undated

 
document 197

14.12 A
 
transaction

 
has
 
its
 
own
 
circle 197

14.13 Whether
 
compiled

 
loose

 
papers

 
constitute

 
books

 
of
 
account? 197

14.14 Speaking
 
document 197

14.15 Notings
 
on
 
loose

 
paper

 
disowned

 
by
 
both

 
parties

 
-
 
No
 
addition

 u/s
 
68

198

14.16 Correlation
 
of
 
notings

 
with
 
regular

 
books 198

14.17 Activity
 
noted

 
on
 
loose

 
slips
 
of
 
paper

 
should

 
not
 
be
 
imaginary 198

14.18 Coded
 
notings 198



I-27
	

CONTENTS
	

PAGE

14.19 Mere
 
possession

 
of
 
document

 
not
 
enough 199

14.20 Burden
 
of
 
proof 200

14.21 No
 
addition

 
on
 
suspicion

 
-
 
Corroboration

 
and
 
cross-examination

 necessary
200

14.22 Case
 
of
 
Ms.
 
Katrina

 
Rosemary

 
Turcotte 200

14.23 Seizure
 
of
 
loose

 
paper

 
from

 
premises

 
of
 
third

 
party 202

14.24 Mere
 
admission

 
would

 
not
 
lead
 
to
 
addition 202

14.25 Estimation
 
of
 
sales

 
on
 
the
 
basis

 
of
 
notings

 
on
 
loose

 
papers 202

14.26 Allegation
 
of
 
planting

 
loose

 
paper 202

14.27 Notings
 
on
 
loose

 
paper

 
to
 
be
 
considered

 
as
 
a
 
whole 203

14.28 Loose
 
paper

 
notings

 
-
 
Disallowance

 
u/s
 
40A(3) 203

14.29 Presumption
 
u/s
 
292C

 
-
 
Addition

 
on
 
the
 
basis

 
of
 
notings

 
on
 
loose

 papers
 
should

 
not
 
lead
 
to
 
a
 
fantastic

 
result

204

14.30 No
 
Reopening

 
permissible

 
on
 
the
 
basis

 
of
 
notings

 
on
 
loose

 
paper 204

14.31 Secret
 
profit

 
-
 
Notings

 
on
 
loose

 
slips
 
of
 
paper 205

14.32 Selective
 
use
 
of
 
notings

 
not
 
permissible 205

14.33 Dumb
 
Document

 
-
 
Addition

 
under

 
sections

 
68,
 
69,
 
69A,
 
69B,
 
69C
 &

 
69D

205

14.34 Notings
 
on
 
loose

 
slips
 
-
 
Addition

 
u/s
 
69A 206

14.35 No
 
presumption

 
of
 
year
 
of
 
transaction 206

14.36 Notings
 
on
 
loose

 
paper

 
and
 
penalty 206

CHAPTER 15
ADMISSION

15.1 Introduction 208

15.2 Underlying
 
principles

 
on
 
admission 208

15.3 Submission
 
and
 
admission

 
by
 
counsel 210

15.4 Admission
 
and
 
estoppel 211

15.5 Scope
 
of
 
estoppel 211

15.6 Estoppel
 
and
 
income-tax

 
proceedings

 
-
 
Expanding

 
horizon 211

15.7 Whether
 
taxpayer

 
bound

 
by
 
his
 
promise? 212

15.8 Can
 
estoppel

 
be
 
the
 
basis

 
of
 
assessment? 212

15.9 Estoppel
 
and
 
penalty 213

15.10 Conditional
 
admission 213



	
CONTENTS

	
I-28

PAGE

15.11 Admissions
 
and
 
retractions

 
need

 
to
 
be
 
considered

 
as
 
a
 
whole 214

15.12 Statement
 
recorded

 
at
 
odd
 
hours 214

15.13 Coercion
 
and
 
confusion

 
distinguished 215

15.14 Evidentiary
 
value

 
of
 
admission

 
in
 
return

 
of
 
income 216

15.15 Admission
 
under

 
erroneous

 
impression

 
of
 
law 216

15.16 Mere
 
inclusion

 
of
 
income

 
in
 
the
 
return

 
cannot

 
make

 
it
 
taxable 217

15.17 Doctrine
 
of
 
approbate

 
and
 
reprobate 217

15.18 Admission
 
under

 
wrong

 
advice

 
of
 
lawyer 217

15.19 Cape
 
Brandy

 
Principle

 
and
 
admissions 217

15.20 Admission
 
is
 
good

 
evidence 218

15.21 When
 
is
 
admission

 
vulnerable? 221

15.22 Admission
 
-
 
A
 
few
 
landmark

 
rulings 227

15.23 Board’s
 
Letter

 
on
 
admissions 231

CHAPTER 16

RETRACTION

16.1 Introduction 232

16.2 When
 
is
 
retraction

 
valid? 232

16.3 When
 
is
 
retraction

 
not
 
valid? 233

16.4 Retracted
 
statement

 
cannot

 
be
 
sole
 
basis

 
of
 
addition 234

16.5 Need
 
to
 
evaluate

 
reasons

 
for
 
retraction 234

16.6 Whether
 
legal

 
representative

 
can
 
retract? 234

16.7 Retracted
 
statement

 
not
 
to
 
be
 
discarded 234

16.8 Retraction
 
to
 
be
 
backed

 
by
 
cogent

 
evidence 235

16.9 Repeated
 
admission

 
-
 
Effect

 
of 235

16.10 Effect
 
of
 
delayed

 
retraction 236

16.11 Delayed
 
retraction

 
-
 
Case

 
of
 
Manmohan Singh Vig

 
v.
 
DCIT 237

16.12 Initial
 
admission

 
versus

 
retraction 239

16.13 Retracted
 
confession

 
is
 
still
 
an
 
admission 240

16.14 Retraction
 
citing

 
compulsion

 
or
 
coercion 240

16.15 Confusion
 
as
 
ground

 
for
 
retraction 242



I-29
	

CONTENTS
	

PAGE

16.16 Supreme
 
Court

 
on
 
burden

 
of
 
proof

 
in
 
cases

 
of
 
admission

 
and
 retraction

242

16.17 Retraction
 
of
 
factual

 
statement 243

16.18 Inconsistencies
 
in
 
admission

 
and
 
retraction 243

16.19 Retraction
 
valid 243

CHAPTER 17

EXAMINATION AND CROSS-EXAMINATION  
OF WITNESSES

17.1 Introduction 244

17.2 Aspects
 
of
 
cross-examination 244

17.3 Role
 
of
 
cross-examiner 245

17.4 Cross-examination
 
essential

 
before

 
use
 
of
 
adverse

 
evidence 246

17.5 Supreme
 
Court

 
on
 
cross-examination 246

17.6 Failure
 
to
 
afford

 
opportunity

 
of
 
cross-examination

 
-
 
Impact

 
on
 assessment

248

17.7 Effect
 
of
 
not
 
availing

 
opportunity

 
of
 
cross-examination 250

17.8 Supply
 
of
 
copy

 
of
 
statement

 
before

 
cross-examination 251

17.9 Affording
 
reasonable

 
time
 
for
 
cross-examination 251

17.10 Department
 
cannot

 
cut
 
short

 
process

 
of
 
evidence-taking 251

17.11 Cases
 
where

 
cross-examination

 
not
 
necessary 252

17.12 Cross-examination
 
of
 
hostile

 
witness 252

17.13 Discrediting
 
oral
 
evidence 253

17.14 Evidentiary
 
value

 
of
 
unfinished

 
testimony 253

17.15 Cross-examination
 
not
 
necessary

 
for
 
secondary

 
evidence 253

17.16 Formal
 
cross-examination

 
not
 
always

 
a
 
requirement 254

17.17 Third
 
party

 
evidence

 
and
 
cross-examination 256

17.18 Third
 
party

 
evidence

 
without

 
cross-examination

 
not
 
valid

 
for
 reopening

 
assessment

258

17.19 Cross-examination
 
of
 
experts 258

17.20 Information
 
supplied

 
by
 
disgruntled

 
accountant 258

17.21 Preponderance
 
of
 
probability

 
and
 
cross-examination 259

17.22 Self-serving
 
statements

 
by
 
interested

 
witnesses

 
and
 
cross-exami- 

nation
259



	
CONTENTS

	
I-30

PAGE

CHAPTER 18

PRINCIPLES OF NATURAL JUSTICE

18.1 Introduction 260

18.2 Principles
 
of
 
natural

 
justice 260

18.3 Justice
 
should

 
not
 
only
 
be
 
done

 
but
 
seen
 
to
 
be
 
done 260

18.4 Element
 
of
 
bias 261

18.5 One
 
cannot

 
be
 
a
 
judge

 
in
 
one’s

 
own
 
cause 261

18.6 Need
 
for
 
show

 
cause

 
notice 262

18.7 Adequate
 
opportunity

 
of
 
being

 
heard 263

18.8 Adjournments 263

18.9 Opportunity
 
not
 
a
 
rigid

 
doctrine 263

18.10 Need
 
for
 
speaking

 
order 264

18.11 Subsequent
 
explanations

 
cannot

 
sustain

 
a
 
decision 266

18.12 Principles
 
of
 
natural

 
justice

 
do
 
not
 
supplant

 
law
 
but
 
supplement

 
it 266

18.13 Natural
 
justice

 
operates

 
in
 
areas

 
not
 
excluded

 
by
 
legislation 266

18.14 Principles
 
of
 
natural

 
justice

 
apply

 
even

 
where

 
not
 
expressly

 
pro-

vided
267

18.15 Whether
 
order

 
passed

 
in
 
violation

 
of
 
principles

 
of
 
natural

 
justice

 void
 
or
 
voidable?

267

18.16 Violation
 
of
 
principles

 
of
 
natural

 
justice

 
-
 
Effect

 
on
 
jurisdiction 269

18.17 Technicalities
 
and
 
irregularities

 
do
 
not
 
occasion

 
failure

 
of
 
justice 269

18.18 Principles
 
of
 
natural

 
justice

 
are
 
not
 
immutable

 
and
 
rigid 270

18.19 Silence
 
of
 
the
 
statute

 
not
 
to
 
be
 
construed

 
as
 
exclusion

 
of
 
opportunity 271

18.20 Principles
 
of
 
natural

 
justice

 
and
 
cross-examination 271

18.21 Application
 
of
 
rules

 
of
 
natural

 
justice

 
in
 
income-tax

 
proceedings 272

CHAPTER 19
CONCEALMENT PENALTIES - THEN AND NOW  

AT A GLANCE
u Concealment

 
Penalties

 
-
 
Then

 
and
 
now
 
at
 
a
 
Glance 273

CHAPTER 20
PENALTY UNDER SECTION 271AAA

20.1 Introduction 276

20.2 Penalty
 
u/s
 
271AAA

 
-
 
Statutory

 
framework 276



I-31
	

CONTENTS
	

PAGE

20.3 Undisclosed
 
income

 
of
 
specified

 
previous

 
year 276

20.4 Scope
 
of
 
undisclosed

 
income 277

20.5 False
 
expenses

 
-
 
Meaning

 
of 278

20.6 False
 
expenses

 
and
 
claim

 
of
 
deduction

 
under

 
Chapter

 
VIA 278

20.7 Objective
 
of
 
search

 
and
 
undisclosed

 
income 278

20.8 Disallowance
 
on
 
the
 
basis

 
of
 
incriminating

 
evidence

 
-
 
Effect

 
of 279

20.9 Implication
 
of
 
declaration

 
u/s
 
132(4) 279

20.10 ‘Specifies
 
the
 
manner

 
in
 
which

 
the
 
income

 
admitted

 
was
 
 

earned’
 
-
 
Meaning

280

20.11 Substantiating
 
the
 
manner

 
of
 
deriving

 
undisclosed

 
income 282

20.12 Manner
 
of
 
deriving

 
income

 
and
 
cash
 
credits 284

20.13 Pays
 
tax
 
and
 
interest

 
thereon 284

20.14 Substantial
 
compliance

 
to
 
stipulations

 
u/s
 
271AAA 285

20.15 Specified
 
previous

 
years 286

20.16 Nexus
 
between

 
undisclosed

 
income

 
and
 
material

 
found

 
-
 
Appli-

cation
 
of
 
section

 
271(1)(c)

286

20.17 No
 
incriminating

 
evidence

 
-
 
No
 
penalty 287

20.18 Estimated
 
income

 
and
 
disallowances 287

20.19 Bogus
 
purchases

 
-
 
Accommodation

 
entries 287

20.20 Stock
 
difference 288

20.21 Statutory
 
disallowances

 
and
 
interpretational

 
difference 288

20.22 Accommodation
 
entries 288

20.23 Human
 
probability

 
theory

 
and
 
penalty 290

20.24 Extrapolation
 
of
 
sales

 
and
 
penalty 290

20.25 Income
 
offered

 
to
 
buy
 
peace

 
-
 
Decision

 
in
 
MAK

 
Data

 
case 291

20.26 Conditional
 
surrender

 
of
 
income 292

20.27 Notings
 
on
 
loose

 
slips
 
of
 
paper 293

20.28 Peak
 
credit 293

20.29 Apportioned
 
income 293

20.30 Increase
 
in
 
share

 
capital 294

20.31 Mere
 
admission

 
of
 
undisclosed

 
income

 
without

 
incriminating

 evidence
294

20.32 Offer
 
of
 
income

 
under

 
‘Other

 
sources’

 
after

 
search 295



	
CONTENTS

	
I-32

PAGE

20.33 Can
 
penalty

 
u/s
 
271(1)(c)

 
be
 
imposed

 
on
 
income

 
of
 
specified

 previous
 
year?

295

20.34 Recording
 
of
 
reasons

 
u/s
 
271AAA(2)

 
is
 
a
 
requirement 297

20.35 Recovery
 
of
 
incriminating

 
material

 
from

 
premises

 
of
 
third

 
 

party
 
-
 
Levy

 
of
 
penalty

297

20.36 Penalty
 
u/s
 
271AAA

 
vis-a-vis

 
under

 
section

 
271(1)(c) 298

CHAPTER 21
PENALTY UNDER SECTION 271AAB

21.1 Introduction 299

21.2 Rate
 
of
 
penalty

 
u/s
 
271AAB(1)/271AAB(1A) 299

21.3 Rates
 
of
 
penalty

 
u/s
 
271AAB

 
and
 
u/s
 
271AAB(1A) 300

21.4 Graded
 
penalty 300

21.5 Section
 
271AAB

 
-
 
Scope 302

21.6 No
 
penalty

 
u/s
 
270A

 
or
 
u/s
 
271(1)(c) 306

21.7 Calling
 
for
 
return

 
u/s
 
153A

 
and
 
payment

 
of
 
tax
 
by
 
specified

 
date 306

21.8 Sections
 
271AAA,

 
271AAB(1),

 
271AAB(1A)

 
and
 
section

 
153C 308

21.9 Issue
 
of
 
notice

 
u/s
 
271AAB

 
through

 
corrigendum

 
-
 
Effect 308

21.10 Penalty
 
u/s
 
271AAB

 
where

 
loss
 
is
 
reduced 309

21.11 Application
 
of
 
mind

 
required

 
for
 
levy
 
of
 
penalty 309

21.12 Settlement
 
Commission

 
-
 
A
 
good

 
option 309

CHAPTER 22
PENALTY UNDER SECTION 271AAC

22.1 Introduction 310

22.2 Scope
 
and
 
application

 
of
 
section

 
271AAC 310

22.3 Tax
 
u/s
 
115BBE

 
and
 
penalty

 
thereon

 
u/s
 
271AAB(1A)

 
and
 
u/s
 271AAC

 
-
 
At
 
a
 
glance

311

CHAPTER 23
PENALTY IN SEARCH CASES - EXPLANATION 5A TO 

SECTION 271(1)(c)

23.1 Introduction 313

23.2 Scope
 
of
 
Explanation 5A

 
to
 
section

 
271(1)(c) 313

23.3 Application
 
of
 
Explanation 5A 314

23.4 Requisition
 
of
 
books

 
of
 
account

 
u/s
 
132A

 
and
 
Explanation 5A 315



I-33
	

CONTENTS
	

PAGE

23.5 Application
 
of
 
Explanation 5A

 
to
 
‘other

 
person’ 315

23.6 Significance
 
of
 
‘due
 
date’

 
in
 
Explanation 5A 315

23.7 Withdrawal
 
of
 
claim

 
of
 
depreciation

 
in
 
statement

 
u/s
 
132(4)

 
and
 Explanation 5A

316

23.8 Unexplained
 
expenditure

 
and
 
Explanation 5A 316

23.9 Disclosure
 
of
 
income

 
under

 
‘Other

 
sources’

 
and
 
Explanation 5A 317

23.10 Voluntary
 
admission

 
of
 
income

 
for
 
non-specified

 
years

 
and
 
 

Explanation 5A
317

23.11 Where
 
no
 
incriminating

 
evidence

 
is
 
found

 
-
 
Explanation 5A 317

23.12 Vague
 
interpretation

 
of
 
Explanation 5A -

 
Not
 
permissible 318

23.13 Survey
 
converted

 
into
 
search

 
-
 
Applicability

 
of
 
Explanation 5A 318

23.14 Satisfaction
 
recorded

 
under

 
one
 
section

 
but
 
penalty

 
imposed

 under
 
another

 
section

318

23.15 Concealment
 
of
 
income,

 
deemed

 
concealment

 
under

 
Explanation 

5A and
 
undisclosed

 
income

 
for
 
specified

 
previous

 
years

319

23.16 Whether
 
non-initiation

 
of
 
penalty

 
proceeding

 
can
 
be
 
subject

 matter
 
of
 
section

 
263?

319

23.17 Unaccounted
 
cash
 
received

 
from

 
property

 
transaction 320

23.18 Due
 
date
 
of
 
filing

 
return

 
extended

 
-
 
Applicability

 
of
 
penalty

 
under

 Explanation 5A
321

CHAPTER 24
PENALTY FOR UNDER-REPORTING &  

MISREPORTING OF INCOME - SECTION 270A

24.1 Introduction 322

24.2 Applicability
 
of
 
section

 
270A 322

24.3 Section
 
270A

 
-
 
Situations

 
of
 
under-reporting 322

24.4 Quantum
 
of
 
under-reported

 
income 323

24.5 Explanation 2 to
 
section

 
271(1)(c)

 
and
 
sub-sections

 
(4)
 
and
 
(5)
 
of
 section

 
270A

325

24.6 Exclusions
 
from

 
under-reported

 
income 329

24.7 Rates
 
of
 
penalty 333

24.8 Under-reported
 
income

 
in
 
consequence

 
of
 
misreporting 333

24.9 Cases
 
of
 
misrepresentation

 
and
 
suppression

 
of
 
facts 334

24.10 Computing
 
tax
 
on
 
under-reported

 
income 337

24.11 Quantification
 
of
 
tax
 
on
 
under-reported

 
income

 
as
 
per
 
Board’s

 Circular
 
No.
 
3/2017

 
[F.No.370142/20/2016-TPL]

338



	
CONTENTS

	
I-34

PAGE

24.12 Import
 
of
 
sub-section

 
(11)
 
of
 
section

 
270A 339

24.13 Whether
 
imposition

 
of
 
penalty

 
u/s
 
270A

 
automatic? 339

24.14 ‘May’,
 
‘shall’

 
and
 
‘direct’

 
-
 
Connotation

 
of 340

24.15 Can
 
penalty

 
proceedings

 
be
 
initiated

 
after

 
completion

 
of
 
assess-

ment
 
proceedings?

340

24.16 Whether
 
recording

 
of
 
satisfaction

 
not
 
necessary? 341

24.17 General
 
principles

 
on
 
levy
 
of
 
penalty 341

24.18 Meaning
 
of
 
some

 
important

 
terms

 
in
 
the
 
matter

 
of
 
penalty 346

CHAPTER 25
RECORDING OF SATISFACTION IN PENALTY  

PROCEEDINGS

25.1 Introduction 348

25.2 Section
 
271(1B)

 
-
 
Amendment

 
by
 
Finance

 
Act,
 
2008 348

25.3 Post-amendment
 
scenario

 
and
 
judicial

 
precedents 348

25.4 Direction
 
-
 
Meaning 351

25.5 Direction
 
to
 
initiate

 
penalty

 
must

 
refer

 
to
 
particular

 
limb
 
of
 
the
 section

353

CHAPTER 26
IMMUNITY FROM PENALTY & PROSECUTION - SEC-

TION 270AA

26.1 Introduction 355

26.2 Conditions
 
to
 
be
 
satisfied 355

26.3 Order
 
of
 
acceptance

 
or
 
rejection

 
of
 
application

 
for
 
immunity 355

26.4 No
 
revision

 
u/s
 
263
 
or
 
appeal

 
after

 
acceptance

 
of
 
application

 u/s
 
270AA

356

26.5 No
 
appeal

 
against

 
order

 
of
 
rejection 356

26.6 Can
 
a
 
rectification

 
petition

 
u/s
 
154
 
be
 
filed? 356

26.7 Revival
 
of
 
appeal

 
against

 
order

 
of
 
assessment

 
or
 
reassessment 357

26.8 Limitation
 
of
 
time
 
for
 
passing

 
order

 
u/s
 
270AA(4) 357

26.9 Board’s
 
instruction

 
on
 
the
 
scope

 
of
 
section

 
270AA 357

CHAPTER 27
PROSECUTION UNDER SECTION 276C

27.1 Introduction 358



I-35
	

CONTENTS
	

PAGE

27.2 Scope
 
of
 
section

 
276C 358

27.3 Explanation to
 
section

 
276C 359

27.4 Prosecution
 
prior

 
to
 
completion

 
of
 
assessment 360

27.5 Cases
 
of
 
under-reporting

 
and
 
misreporting

 
of
 
income

 
u/s
 
270A 360

27.6 Some
 
key
 
expressions

 
in
 
the
 
context

 
of
 
prosecution 361

27.7 Sanction
 
u/s
 
279 363

27.8 Prosecution
 
for
 
an
 
offence

 
punishable

 
under

 
two
 
enactments 364

27.9 Place
 
of
 
trial 364

27.10 Complaint
 
must

 
be
 
filed
 
within

 
reasonable

 
time 364

27.11 Pendency
 
of
 
statutory

 
remedy

 
-
 
Effect

 
on
 
prosecution 364

27.12 Expectation
 
of
 
success

 
in
 
appeal

 
no
 
impediment

 
for
 
prosecution

 u/s
 
276C

364

27.13 No
 
bar
 
to
 
continue

 
proceedings

 
in
 
criminal

 
courts

 
during

 
pendency

 of
 
proceedings

 
under

 
Income-tax

 
Act

365

27.14 Allegation
 
of
 
criminal

 
conspiracy 365

27.15 No
 
prosecution

 
under

 
Income-tax

 
Act
 
on
 
the
 
basis

 
of
 
statement

 before
 
another

 
authority

365

27.16 Admission
 
and
 
retraction 365

27.17 Return
 
filed
 
voluntarily

 
and
 
penalty

 
deleted

 
by
 
Tribunal

 
-
 
Prose-

cution
 
proceedings

 
liable

 
to
 
be
 
quashed

366

27.18 Imposition
 
of
 
penalty

 
not
 
a
 
requirement

 
for
 
prosecution

 
u/s
 
276C(2) 366

27.19 Prosecution
 
proceedings

 
not
 
to
 
be
 
quashed

 
in
 
case
 
of
 
fabrication

 of
 
evidence

366

27.20 Stay
 
of
 
prosecution

 
proceeding

 
under

 
the
 
criminal

 
law
 
during

 pendency
 
of
 
proceeding

 
under

 
the
 
IT
 
Act

366

27.21 Case
 
of
 
bogus

 
claim

 
of
 
refund

 
-
 
Section

 
276C 367

27.22 Cases
 
of
 
protracted

 
litigation 367

27.23 No
 
prosecution

 
based

 
on
 
statutory

 
presumption

 
u/s
 
132(4A) 367

27.24 When
 
books

 
of
 
account

 
are
 
exclusively

 
maintained

 
by
 
an
 
employee 367

27.25 Stock
 
discrepancy 368

27.26 Distinct
 
charges

 
against

 
the
 
accused

 
and
 
a
 
common

 
order 368

27.27 Payment
 
of
 
penalty

 
without

 
disputing

 
signature

 
in
 
the
 
return

 amounts
 
to
 
admission

 
about

 
correctness

 
of
 
signature

368

27.28 Wilful
 
attempt

 
to
 
evade

 
payment

 
of
 
tax 369

27.29 No
 
opportunity

 
need

 
be
 
given

 
before

 
sanctioning

 
prosecution 369



	
CONTENTS

	
I-36

PAGE

27.30 Right
 
to
 
speedy

 
trial 370

27.31 Presumption
 
as
 
to
 
culpable

 
mental

 
state

 
-
 
Section

 
278E 370

27.32 Final
 
outcome

 
of
 
penalty

 
proceedings

 
under

 
the
 
IT
 
Act
 
and
 
cri- 

minal
 
prosecution

374

27.33 Compounding 376

27.34 Board’s
 
guidelines

 
for
 
compounding

 
offences 376

CHAPTER 28
EXTRAPOLATION OF SALES

28.1 Introduction 378

28.2 Prerequisites
 
of
 
extrapolation 378

28.3 Theory
 
of
 
extrapolation 379

28.4 When
 
can
 
extrapolation

 
be
 
extended

 
to
 
earlier

 
years? 380

28.5 Presumption
 
of
 
suppression

 
should

 
not
 
be
 
wild 382

28.6 One
 
instance

 
of
 
suppressed

 
sale
 
cannot

 
lead
 
to
 
estimation

 
for
 
the
 whole

 
period

382

28.7 Extrapolation
 
cannot

 
be
 
the
 
basis

 
for
 
action

 
u/s
 
147 382

28.8 Extrapolation
 
of
 
sales

 
and
 
concealment

 
penalty 383

28.9 Extrapolation
 
in
 
assessment

 
u/s
 
153A 383

28.10 Where
 
extrapolation

 
not
 
approved? 384

28.11 Income
 
arrived

 
at
 
on
 
extrapolation

 
and
 
matching

 
assets 385

CHAPTER 29
SUPPRESSION OF SALES - APPLICATION  

OF SECTION 145

29.1 Introduction 387

29.2 Concept
 
of
 
income 387

29.3 How
 
to
 
compute

 
income

 
in
 
case
 
of
 
suppressed

 
sales? 387

29.4 Best
 
judgment

 
assessment 388

29.5 Guess
 
work

 
and
 
estimation

 
of
 
turnover 389

29.6 Wednesbury
 
Principle 389

29.7 Concept
 
of
 
matching

 
assets 390

29.8 Can
 
entire

 
suppressed

 
turnover

 
be
 
income? 390

29.9 Whether
 
unexplained

 
investment

 
in
 
purchases

 
can
 
be
 
taxed

 
u/s
  
69? 391

29.10 Stock
 
found

 
short 392



I-37
	

CONTENTS
	

PAGE

29.11 Need
 
for
 
cogent

 
material

 
for
 
estimation

 
of
 
profit 392

29.12 Set
 
off
 
of
 
intangible

 
addition

 
against

 
unaccounted

 
stock

 
of
 
 

another
 
year

392

29.13 Difference
 
in
 
RG
 
register

 
and
 
daily

 
rough

 
production

 
register

 
-
 Presumption

 
of
 
suppression

392

29.14 Addition
 
of
 
suppressed

 
sales

 
on
 
assumption 393

29.15 Rejection
 
of
 
books

 
of
 
account

 
and
 
suppression

 
of
 
yield

 
on
 
the
 basis

 
of
 
comparable

 
case

393

29.16 No
 
addition

 
on
 
the
 
basis

 
of
 
information

 
from

 
another

 
authority 393

29.17 Whether
 
estimation

 
be
 
strictly

 
based

 
on
 
evidence? 393

29.18 Whether
 
substitution

 
of
 
rate
 
of
 
estimate

 
permissible

 
in
 
appellate

 court?
394

29.19 No
 
addition

 
on
 
account

 
of
 
unexplained

 
investment

 
when

 
profit

 on
 
suppressed

 
sale
 
estimated

394

29.20 A
 
single

 
instance

 
of
 
suppressed

 
sale
 
cannot

 
lead
 
to
 
estimation 394

29.21 Sale
 
accepted

 
by
 
Excise

 
Department

 
-
 
Effect 394

29.22 Book
 
result

 
cannot

 
be
 
rejected

 
routinely 395

29.23 Suppressed
 
sales,

 
estimated

 
income

 
and
 
concealment

 
penalty 395

29.24 Crediting
 
estimated

 
income

 
in
 
the
 
books

 
-
 
Levy

 
of
 
penalty 396

29.25 Some
 
decisions

 
on
 
Explanation 2 to

 
section

 
271(1)(c) 397

29.26 Reopening
 
of
 
assessment

 
on
 
the
 
basis

 
of
 
information

 
from

 
 

another
 
department

398

CHAPTER 30
BOGUS PURCHASES

30.1 Introduction 400

30.2 Bogus
 
purchases

 
-
 
A
 
complex

 
scenario 400

30.3 Burden
 
of
 
proof 402

30.4 Details
 
which

 
assessee

 
has
 
to
 
furnish 402

30.5 Examination
 
and
 
cross-examination

 
of
 
selling

 
dealer 404

30.6 Plea
 
of
 
grey
 
market

 
purchases

 
-
 
Estimate

 
of
 
gross

 
profit 404

30.7 Where
 
addition

 
of
 
entire

 
amount

 
of
 
bogus

 
purchase

 
sustained 406

30.8 Genuineness
 
of
 
purchase

 
not
 
proved 406

30.9 Whether
 
netting

 
of
 
purchases

 
and
 
sales

 
permissible? 407

30.10 Jugglery
 
of
 
book

 
entries

 
-
 
Effect 407



	
CONTENTS

	
I-38

PAGE

30.11 Shortage
 
of
 
stock 407

30.12 Payment
 
by
 
account

 
payee

 
cheque 407

30.13 Preponderance
 
of
 
probabilities 408

30.14 Tribunal
 
cannot

 
ignore

 
evidence

 
collected 408

30.15 Statement
 
of
 
suppliers

 
not
 
enough

 
to
 
make

 
addition 408

30.16 Sales
 
not
 
disputed

 
-
 
Purchases

 
from

 
grey
 
market 408

30.17 Failure
 
to
 
produce

 
suppliers 409

30.18 Mere
 
denial

 
by
 
selling

 
dealer/Non-payment

 
of
 
sales

 
tax
 
cannot

 lead
 
to
 
addition

409

30.19 Non-production
 
of
 
selling

 
dealers

 
-
 
Evaluation

 
of
 
evidence 409

30.20 Immediate
 
withdrawal

 
by
 
cash
 
from

 
bank 410

30.21 When
 
supporting

 
evidence

 
produced 411

30.22 Seller
 
declared

 
as
 
hawala

 
dealer

 
-
 
Effect 411

30.23 Bogus
 
purchases

 
-
 
Admission

 
during

 
survey 412

30.24 Reopening
 
of
 
assessment

 
-
 
Justified

 
or
 
not? 412

30.25 Reopening
 
justified 413

30.26 Revision
 
on
 
ground

 
of
 
bogus

 
purchases 414

30.27 Bogus
 
purchase

 
and
 
concealment

 
penalty 415

CHAPTER 31
STOCK VERIFICATION - DIFFERENT ASPECTS

31.1 Introduction 417

31.2 Recasting
 
trading

 
account

 
-
 
Adoption

 
of
 
gross

 
profit

 
rate 417

31.3 Need
 
for
 
methodical

 
stock-taking

 
-
 
Sampling

 
and
 
eye
 
estimate 418

31.4 Participation
 
by
 
employees

 
in
 
stock-taking

 
cannot

 
rescue

 
addition

 when
 
process

 
is
 
not
 
correct

418

31.5 Sampling
 
method

 
of
 
stock-taking

 
not
 
correct 419

31.6 Production
 
of
 
stock

 
register

 
at
 
the
 
time
 
of
 
search 419

31.7 Non-maintenance
 
of
 
stock

 
register 419

31.8 Admission
 
of
 
stock

 
in
 
sworn

 
statement

 
during

 
search 420

31.9 Consistent
 
method

 
cannot

 
be
 
ignored 420

31.10 Undisclosed
 
assets

 
and
 
undisclosed

 
stock 420

31.11 Method
 
of
 
valuation

 
can
 
be
 
changed

 
for
 
valid

 
reasons 421

31.12 Shortage
 
of
 
stock

 
cannot

 
be
 
treated

 
as
 
income 421



I-39
	

CONTENTS
	

PAGE

31.13 Jewellery
 
business

 
-
 
Remade

 
jewellery

 
should

 
be
 
excluded

 
from

 stock
421

31.14 Valuation
 
as
 
per
 
registered

 
valuer

 
vis-à-vis

 
purchase

 
bill 422

31.15 Stock
 
difference

 
assessable

 
as
 
business

 
income 422

31.16 Application
 
of
 
section

 
69B 422

31.17 Excess
 
stock

 
-
 
No
 
separate

 
addition

 
u/s
 
69B
 
when

 
books

 
are
 
 

rejected
422

31.18 Survey
 
by
 
Inspector

 
-
 
Stock

 
valuation 423

31.19 No
 
addition

 
where

 
sales

 
tax
 
authorities

 
accepted

 
books

 
of
 
account 423

31.20 When
 
stock

 
of
 
discontinued

 
business

 
is
 
transferred 423

31.21 Burden
 
of
 
proof

 
-
 
Excess

 
stock 424

31.22 No
 
rejection

 
of
 
books

 
for
 
non-maintenance

 
of
 
stock

 
register 424

31.23 Admission
 
of
 
excess

 
stock

 
not
 
a
 
ground

 
for
 
rejecting

 
books 424

31.24 Applicability
 
of
 
section

 
69C
 
-
 
Excess

 
stock 424

CHAPTER 32
PEAK THEORY

32.1 Introduction 425

32.2 Why
 
peak

 
theory? 425

32.3 Peak
 
theory

 
-
 
When

 
and
 
how
 
to
 
apply? 426

32.4 Entries
 
in
 
bank

 
account 429

32.5 Burden
 
of
 
proof 429

32.6 Where
 
unexplained

 
cash
 
credits

 
utilised

 
in
 
books 429

32.7 Addition
 
of
 
extra

 
profit

 
vis-à-vis

 
peak

 
credit 430

32.8 Squared
 
up
 
accounts

 
and
 
peak

 
credit 430

32.9 Systematic
 
cycling

 
of
 
funds

 
-
 
Requirement

 
for
 
peak

 
theory 430

32.10 No
 
benefit

 
of
 
peak

 
to
 
an
 
entry

 
provider 431

32.11 Working
 
out
 
peak

 
-
 
Claim

 
of
 
benefit

 
of
 
funds

 
from

 
other

 
 

sources
 
-
 
Burden

 
of
 
proof

431

32.12 Concealment
 
penalty

 
on
 
surrender

 
of
 
peak

 
credit

 
as
 
income 432

32.13 Peak
 
credit

 
and
 
prosecution 433

32.14 Assessee
 
to
 
make

 
clean

 
breast

 
of
 
all
 
transaction

 
to
 
get
 
the
 
benefit

 of
 
peak

 
credit

433



	
CONTENTS

	
I-40

PAGE

CHAPTER 33

TELESCOPING

33.1 Introduction 434

33.2 Nature
 
of
 
intangible

 
addition 434

33.3 Telescoping
 
-
 
When

 
can
 
be
 
applied? 434

33.4 Estimated
 
addition

 
and
 
cash
 
credit 435

33.5 Telescoping
 
-
 
Not
 
a
 
general

 
proposition

 
of
 
law 435

33.6 Concept
 
of
 
double

 
taxation

 
as
 
explained

 
by
 
Supreme

 
Court 436

33.7 Opening
 
balance

 
and
 
cash
 
credit 436

33.8 Nexus
 
between

 
intangible

 
addition

 
and
 
cash
 
credit 437

33.9 Claim
 
of
 
telescoping

 
for
 
the
 
first
 
time
 
before

 
Tribunal 437

33.10 Telescoping
 
against

 
investment 437

33.11 Secret
 
profit

 
and
 
undisclosed

 
asset 438

33.12 Telescoping
 
-
 
Not
 
a
 
universal

 
proposition 438

33.13 No
 
telescoping

 
of
 
income

 
of
 
one
 
against

 
investment

 
by
 
another 439

33.14 Telescoping
 
and
 
penalty 439

33.15 Telescoping
 
the
 
negative

 
balance

 
in
 
the
 
books

 
justified 439

CHAPTER 34
ON-MONEY TRANSACTIONS

34.1 Introduction 440

34.2 ‘Best
 
evidence

 
rule’
 
under

 
Evidence

 
Act
 
with
 
regard

 
to
 
recital

 
in
 sale

 
deed

440

34.3 Addition
 
u/s
 
69B
 
-
 
Initial

 
burden 441

34.4 Some
 
important

 
judgments

 
on
 
property

 
transactions 441

34.5 Addition
 
u/s
 
69B
 
possible

 
in
 
the
 
absence

 
of
 
direct

 
evidence 443

34.6 Voluntary
 
admission

 
of
 
payment

 
of
 
on-money

 
-
 
Burden

 
of
 
proof 443

34.7 Corroboration
 
necessary 444

34.8 Third
 
party

 
admission

 
cannot

 
lead
 
to
 
addition 445

34.9 Payment
 
of
 
on-money

 
within

 
special

 
knowledge

 
of
 
buyer 446

34.10 Statement
 
of
 
vendor

 
-
 
Payment

 
of
 
on-money

 
-
 
Common

 
knowledge

 theory
 
-
 
Judicial

 
notice

446

34.11 Addition
 
on
 
the
 
basis

 
of
 
mere

 
statement/admission/DVO’s

 
report 447

34.12 Reopening
 
of
 
assessment

 
and
 
understatement

 
of
 
consideration 447



I-41
	

CONTENTS
	

PAGE

34.13 DVO’s
 
report

 
-
 
Addition

 
u/s
 
69B 447

34.14 Only
 
speaking

 
document

 
can
 
lead
 
to
 
addition 448

34.15 Agreement
 
price

 
-
 
Whether

 
conclusive? 448

34.16 Unsigned
 
and
 
undated

 
agreement

 
of
 
sale 449

34.17 Plea
 
of
 
‘dumb

 
document’

 
may
 
not
 
always

 
help 449

34.18 No
 
addition

 
on
 
the
 
basis

 
of
 
market

 
value 449

34.19 Addition
 
u/s
 
69B
 
on
 
the
 
basis

 
of
 
photocopy

 
of
 
document 449

34.20 Whether
 
on-money

 
in
 
entirety

 
can
 
be
 
treated

 
as
 
income

 
of
 
builder? 450

34.21 Burden
 
of
 
proof 450

34.22 Receipt
 
of
 
on-money

 
-
 
No
 
addition

 
on
 
the
 
basis

 
of
 
statement

 
of
 
seller 450

34.23 When
 
a
 
property

 
is
 
held
 
benami? 450

34.24 On-money
 
received

 
on
 
sale
 
of
 
agricultural

 
land 451

34.25 Stamp
 
duty

 
value

 
-
 
Addition

 
u/s
 
69B 451

34.26 Addition
 
of
 
on-money

 
and
 
unexplained

 
expenditure 451

34.27 Cross-examination 451

CHAPTER 35
SHARE APPLICATION MONEY AND SECTION 68

35.1 Introduction 452

35.2 Burden
 
of
 
proof 452

35.3 Discharging
 
of
 
onus 453

35.4 Satisfactory
 
explanation

 
and
 
no
 
explanation 453

35.5 Cases
 
in
 
favour

 
of
 
revenue 454

35.6 Cases
 
in
 
favour

 
of
 
the
 
assessee 463

35.7 Statement
 
of
 
entry

 
provider

 
-
 
Need

 
for
 
cross-examination 464

35.8 Inadequate
 
enquiry

 
-
 
Effect

 
of 465

35.9 Share
 
application

 
money

 
-
 
Addition

 
in
 
the
 
hands

 
of
 
shareholder 466

35.10 Reopening
 
of
 
assessment 466

35.11 Evaluation
 
of
 
evidence

 
-
 
Some

 
important

 
principles 474

CHAPTER 36
PENNY STOCK TRANSACTIONS

36.1 Introduction 477

36.2 Modus operandi 477



	
CONTENTS

	
I-42

PAGE

36.3 Cases
 
in
 
support

 
of
 
revenue 478

36.4 Cases
 
where

 
assessee’s

 
claim

 
accepted 483

36.5 Non-production
 
of
 
broker 487

36.6 Purchases
 
cannot

 
be
 
bogus

 
if
 
sales

 
are
 
genuine 487

36.7 Can
 
gain
 
on
 
penny

 
stocks

 
be
 
taxed

 
u/s
 
68 488

36.8 Reopening
 
of
 
assessment 488

36.9 Whither
 
penny

 
stocks? 489

CHAPTER 37
HUMAN PROBABILITY THEORY

37.1 Introduction 490

37.2 Human
 
probability

 
theory

 
-
 
When

 
and
 
how
 
applied? 490

37.3 Scope
 
of
 
circumstantial

 
evidence

 
in
 
tax
 
proceedings 490

37.4 Circumstantial
 
evidence

 
and
 
burden

 
of
 
proof 491

37.5 Leading
 
cases 492

37.6 Human
 
probability

 
theory

 
cannot

 
always

 
be
 
applied

 
to
 
derive

 inference
497

37.7 Booking
 
of
 
loss 497

37.8 Receipt
 
of
 
advances 498

37.9 Preponderance
 
of
 
probabilities 498

37.10 Can
 
assessee

 
invoke

 
theory

 
of
 
human

 
probability? 499

CHAPTER 38
REAL INCOME THEORY

38.1 Introduction 500

38.2 Accrual
 
and
 
real
 
income 500

38.3 Decisions
 
on
 
real
 
income

 
theory 501

38.4 Stage
 
at
 
which

 
real
 
income

 
concept

 
can
 
be
 
advanced 503

CHAPTER 39
MUTUALITY PRINCIPLE

39.1 Introduction 504

39.2 Essence
 
of
 
mutuality 504

39.3 Attributes
 
of
 
mutuality 504



I-43
	

CONTENTS
	

PAGE

39.4 A
 
perspective

 
on
 
mutuality

 
principle 505

39.5 Mutual
 
and
 
non-mutual

 
transactions 507

39.6 Amounts
 
collected

 
by
 
clubs

 
from

 
members 508

39.7 Where
 
incidental

 
activity

 
yields

 
revenue 508

39.8 Source
 
of
 
deposit

 
-
 
Implications 509

39.9 Taxability
 
of
 
interest

 
earned

 
from

 
bank 510

39.10 Income
 
from

 
house

 
property

 
-
 
Principle

 
of
 
mutuality 510

39.11 Co-operative
 
society

 
v.
 
Co-operative

 
bank 511

39.12 Disposal
 
of
 
assets

 
on
 
dissolution 512

39.13 Non-occupancy
 
charges,

 
transfer

 
charges,

 
etc.
 
-
 
Whether

 
taxable? 512

CHAPTER 40
PIERCING CORPORATE VEIL

40.1 Introduction 514

40.2 Veil
 
of
 
incorporation

 
-
 
Approach

 
of
 
Indian

 
courts 514

40.3 When
 
can
 
corporate

 
veil
 
be
 
lifted? 515

40.4 Onus 517

CHAPTER 41
PROSPECTIVE AND RETROSPECTIVE  

LEGISLATION

41.1 Introduction 518

41.2 Essence
 
of
 
prospective

 
and
 
retrospective

 
legislation 518

41.3 Scope
 
of
 
substantive

 
and
 
procedural

 
law 520

41.4 Application
 
of
 
law
 
in
 
appeal 522

41.5 Tax
 
statutes 522

41.6 Penal
 
provisions 523

41.7 Retrospectivity
 
-
 
Decision

 
in
 
CIT
 
v.
 
Vatika Township Private Ltd. 523

41.8 Legislative
 
action

 
to
 
overcome

 
adverse

 
judgment 525

41.9 Amendment
 
cannot

 
revive

 
time-barred

 
assessment 525

41.10 Beneficial
 
&
 
oppressive

 
circulars 525

41.11 Clarificatory
 
amendment 526

41.12 Curative
 
amendments 527

41.13 Benami
 
transaction 527



	
CONTENTS

	
I-44

PAGE

CHAPTER 42

DOCTRINE OF PROMISSORY ESTOPPEL

42.1 Introduction 528

42.2 Rationale
 
behind

 
the
 
doctrine 528

42.3 Indian
 
law
 
on
 
promissory

 
estoppel 529

42.4 Limitations
 
to
 
the
 
doctrine 529

42.5 Landmark
 
decisions 530

42.6 Applicability
 
of
 
the
 
doctrine

 
to
 
tax
 
matters 531

CHAPTER 43
DOCTRINE OF LEGITIMATE EXPECTATION

43.1 Introduction 535

43.2 Nature
 
of
 
doctrine

 
of
 
legitimate

 
expectation 535

43.3 Attributes
 
of
 
doctrine

 
of
 
legitimate

 
expectation 536

43.4 Doctrine
 
of
 
legitimate

 
expectation

 
in
 
action 537

CHAPTER 44
LEGAL FICTION

44.1 Introduction 539

44.2 Meaning
 
and
 
purpose

 
of
 
deeming

 
provision 539

44.3 Function
 
of
 
deeming

 
provision 540

44.4 Presumption
 
created

 
by
 
deeming

 
rules 540

44.5 Presumption
 
in
 
law
 
and
 
factual

 
presumption 540

44.6 Fiction
 
should

 
be
 
carried

 
to
 
logical

 
end 540

44.7 Fiction
 
should

 
operate

 
within

 
its
 
legitimate

 
field 541

44.8 What
 
follows

 
from

 
a
 
deemed

 
fact
 
is
 
also
 
deemed? 541

44.9 All
 
presumptions

 
not
 
absolute 542

44.10 Interpretation
 
of
 
deeming

 
provisions 542

CHAPTER 45

ASSUMPTION OF JURISDICTION

45.1 Introduction 543

45.2 Jurisdiction
 
-
 
General 543

45.3 Waiver
 
of
 
mandatory

 
provision

 
not
 
permissible 545



I-45
	

CONTENTS
	

PAGE

45.4 Service
 
of
 
notice

 
and
 
assumption

 
of
 
jurisdiction

 
-
 
Sections

 
292B

 and
 
292BB

545

45.5 Participation
 
in
 
proceedings

 
would

 
not
 
give
 
rise
 
to
 
waiver 548

45.6 Nullity
 
and
 
irregularity 548

45.7 Lack
 
of
 
jurisdiction

 
and
 
irregular

 
exercise

 
of
 
jurisdiction 549

45.8 Supervening
 
irregularity 550

45.9 Nullity
 
confirmed

 
in
 
appeal

 
is
 
still
 
a
 
nullity 550

CHAPTER 46
LEGAL PRECEDENT

46.1 Introduction 551

46.2 Ratio decidendi, Obiter dicta, Sub silentio, Per incuriam, Res  
judicata -

 
Explained

551

46.3 Nature
 
of
 
precedent

 
and
 
rule
 
of
 
Stare decisis 553

46.4 Binding
 
force

 
of
 
decisions

 
of
 
Supreme

 
Court 554

46.5 Binding
 
force

 
of
 
decision

 
of
 
jurisdictional

 
High

 
Court 555

46.6 Decisions
 
of
 
other

 
High

 
Courts

 
-
 
Precedent

 
value 556

46.7 Decisions
 
of
 
Tribunals

 
-
 
Precedent

 
value 557

46.8 Special
 
Leave

 
Petition

 
before

 
the
 
Supreme

 
Court 559

CHAPTER 47

DIGITAL EVIDENCE

47.1 Introduction 561

47.2 Footage
 
of
 
digital

 
evidence 561

47.3 Provisions
 
on
 
digital

 
evidence

 
in
 
various

 
statutes 561

47.4 Primary
 
and
 
secondary

 
evidence

 
-
 
Scope 564

47.5 Sections
 
65A
 
and
 
65B
 
of
 
the
 
Evidence

 
Act 564

47.6 Landmark
 
decisions

 
on
 
electronic

 
evidence 565

47.7 Where
 
primary

 
evidence

 
need

 
not
 
be
 
produced 566

47.8 Admissibility
 
of
 
Tape

 
recorded

 
conversation 567

47.9 Hard
 
Disk 567

47.10 Pen
 
drive,

 
CD 567

47.11 Hash
 
value 568

47.12 E-mail 569

47.13 Mobile
 
phones 569



	
CONTENTS

	
I-46

PAGE

47.14 Examiner
 
of
 
electronic

 
record 570

47.15 Case
 
of
 
S.R.
 
Batliboi 570

47.16 Can
 
electronic

 
device

 
be
 
seized? 571

47.17 Impounding
 
of
 
computer

 
during

 
survey 571

47.18 Service
 
of
 
notice

 
by
 
WhatsApp/e-mail 572

47.19 Challenges
 
faced

 
by
 
investigating

 
agencies 572

APPENDICES

Appendix 1
	
Proforma

 
of
 
panchnama

	
577

Appendix 2
	
CBDT

 
Circular

 
No.
 
14
 
(XL-35),

 
dated

 
11-4-1955

	
580

Appendix 3
	
CBDT

 
Circular

 
No.
 
17
 
(XL-36),

 
dated

 
28-6-1965

 
-
 
Fee
 
for
 	 	inspection

 
of
 
records

 
and
 
for
 
copies

 
of
 
documents

	
581

Appendix 4
	
Instruction

 
[F.
 
No.
 
286/2/2003-IT

 
(Inv.
 
II)],
 
dated

 
10-3-2003-

	 	General
 
confession

 
of
 
additional

 
income

 
during

 
search

 	 	and
 
survey

 
operations
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Appendix 5
	
Letter

 
[F.No.

 
286/98/2013-IT

 
(Inv.II)],

 
dated

 
18-12-2014

 
on
 	 	forced

 
admissions
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Appendix 6
	
Board’s

 
Instruction

 
No.1916,

 
dated

 
11-5-1994

 
on
 
seizure

 	 	of
 
jewellery
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Appendix 7
	
Board’s

 
Instruction

 
on
 
release

 
of
 
seized

 
assets

 
[F.
 
No.
 	 	286/6/2008-IT

 
(Inv.II)],

 
dated

 
21-1-2009
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Appendix 8
	
Circular

 
No.
 
10/2012

 
[F.
 
No.
 
282/22/2012-IT

 
(Inv.)],

 	 	dated
 
31-12-2012

 
-
 
Assessment

 
of
 
preceding

 
years

 
in
 	 	search

 
cases

 
during

 
election

 
period.

 
(Relevant

 
part)
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Appendix 9
	
Recording

 
of
 
satisfaction

 
u/s
 
158BD/153C

 
-
 
Board’s

 	 	Circular
 
No.
 
24/2015

 
[F.No.

 
279/Misc./140/2015/ITJ],

 	 	dated
 
31-12-2015
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Appendix 10
	
Instruction

 
No.
 
17/2015

 
[F.No.

 
225/290/2015-ITA-II],

 	 	dated
 
9-11-2015

 
Constitution

 
of
 
Local

 
Committees

 
to
 	 	deal

 
with
 
taxpayers

 
grievances

 
from

 
High-pitched

 	 	Scrutiny
 
Assessment
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Appendix 11
	
Guidelines

 
for
 
compounding

 
of
 
offences

 
Letter

 
F.
 
No.
 	 	285/35/2013

 
IT
 
(Inv.)/108,

 
dated

 
23-12-2014
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Appendix 12
	
Guidelines

 
for
 
compounding

 
of
 
offences

 
-
 
Letter

 
F.
 
No.
 	 	285/08/2014

 
-
 
IT
 
(Inv.
 
V)
 
dated

 
14-6-2019
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