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PREFACE
.

A highly skilled professional team of CA Wallah works arduously to ensure that the students receive the best content
for their CA-Intermediate exams.

A plethora of CA Study Material is available in the market but CA Wallah professionals at PW are continuously
working to provide supreme quality study material for the CA-Intermediate students.

From the beginning, the content team comprising Subject Matter Experts, Content Creators, Reviewers, DTP
operators, Proofreaders, and others is involved in shaping the material to their best knowledge and experience to
produce powerful content for the students.

CA Wallah Faculties have adopted a novel style of presenting the content in easy-to-understand language and have
provided the content team with expert guidance and supervision throughout the creation and curation of this book.

PW’s CA Wallah strongly believes in conceptual and fun-based learning. CA Wallah provides highly exam-oriented
content to bring quality and clarity to the students.

This book adopts a multi-faceted approach to mastering and understanding the concepts by having arich diversity of
questions asked in the C A-Intermediate examination and equipping the students with the knowledge for this highly
competitive exam.

The main objective of this book is to provide an edge to your preparation with short & crisp yet high-quality content.

BOOK FEATURES

This book, especially designed for CA-Intermediate aspirants, contains:

Syllabus coverage strictly as per ICAI study Material

All ICAT Study Material Questions

Detailed Theory with Exam prototype and Concept Applications Questions
Short Notes and Solve Miscellaneous Examples

Topic wise, Learning Plus and Advanced Level Questions covered in the Book

Elaborated Solutions
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Sir, CA Jasmeet Singh Arorais a highly qualified and experienced Chartered Accountant with a passion for teaching.
With a strong academic background in both CAandB.Com, Jasmeet Sir has excelled in his field, passing his CA exams
on the first attempt and receiving five exemptions in his CA Final exams. In addition to his impressive qualifications,
he also possesses more than 10 years of experience in teaching, having mentored over 70,000 students both online

and offline.

Jasmeet Siris afirm believer in blended learning and adopts a learner-centric approach to his teaching. He understands
that every student is unique and has different learning needs, and therefore aims to cater to those needs by providing
a diverse range of teaching methods. With the use of real-life examples and innovative teaching techniques, he seeks
to transform traditional pedagogical processes and make learning more accessible and enjoyable for his students.

Throughout his teaching career, Jasmeet Sir has been committed to providing high-quality education in subjects such
as taxation and costing. His expertise in these areas has earned him a reputation as one of'the best teachers in his field,
and he has been recognized by the Institute of Company Secretaries of India (ICSI) and the Institute of Chartered
Accountants of India (ICAT) Kanpur as a visiting faculty member. His dedication to his students is unwavering, and
he strives to create a learning environment that is engaging, interactive, and challenging.

Jasmeet Sir’s success as a teacher is due to his passion for his subject matter, his commitment to his students, and his
ability to adapt to new teaching techniques and technologies. He believes that education is the key to unlocking the
potential of young minds and creating a better future for all. His mission is to inspire and empower his students to

achieve their full potential and to make a positive impact on society.

Jasmeet Singh Arora is a highly qualified and experienced Chartered Accountant with a passion for teaching. With a
learner-centric approach to his teaching, he seeks to transform traditional pedagogical processes and make learning
more accessible and enjoyable for his students. Through his expertise in subjects such as taxation and costing, he has
earned a reputation as one of the best teachers in his field. His dedication to his students is unwavering, and he strives
to create alearning environment that is engaging, interactive, and challenging. His mission is to inspire and empower

his students to achieve their full potential and make a positive impact on society.
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B RESIDENTIAL STATUS [SECTION 6]

Whether a particular income shall be taxed or not shall depend on the residential status and the
type of income. Residential status infact explains connection of the person with the country and
types of income explains the connection of the income with the country. If the person do not have
any connection and also the incomes do not have any connection with the country, the income
shall not be taxable but if either the person or the income has any connection, the income is
taxable.

Forthis purpose, Assessees are categorized into three broad categories on the basis of their residential
status.

1. Resident and ordinarily resident

2. Resident but not ordinarily resident

3. Non-resident
The residential status of an assessee is determined with reference to each previous year.

B RESIDENTIAL STATUS OF INDIVIDUALS [SECTION 6(1)/6(6)(A)]

According to section 6(1), an individual is said to be resident in India in any previous year, if he
satisfies any one of the following two conditions:

(i) He stays in India for 182 days or more during the relevant previous year

(if) Hestays in India for 60 days or more and also for 365 days or more during 4 years preceding the
relevant previous year.

If the individual satisfies any one of the conditions mentioned above, he is a resident,otherwise the

individual is a non- resident.

The term “stay in India” includes stay in the territorial waters of India (i.e. 12 nautical miles into the

sea from the Indian coastline). Even the stay in a ship or boat in the territorial waters of India shall be

considered to be stay in India. (1 nautical mile = 1.1515 miles = 1.852 Kms).

It is not necessary that the period of stay must be continuous nor it is essential that the stay should
be at the usual place of residence, business or employment of the individual.

For the purpose of counting the number of days stayed in India, both the date of departure aswell
as the date of arrival are considered to be in India.

Meaning of Not-ordinarily resident Section 6(6)(a)

An individual who is resident of India shall be considered to be NOR if he has complied with at least
one of the conditions given below:
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B INCOME UNDERTHE HEAD SALARIES
Important concepts relating to Salaries

(1) Employer-employee relationship: Every payment made by an employer to his employee for
service rendered would be chargeable to tax as salaries. Before an income can become chargeable
under the head ‘salaries’, it is vital that there should exist between the payer and the payee, the
relationship of an employer and an employee

(2) Full-time or part-time employment: Once the relationship of employer and employee exists,
the income is to be charged under the head “salaries”. It does not matter whether the employee
is a full-time employee or a part time one. If, for example, an employee works with more than one
employer, salaries received from all the employers should be clubbed and brought to charge for
the relevant previous year

(3) Foregoing of salary: Once salary accrues, the subsequent waiver by the employee does not absolve
him from liability to income-tax. Such waiver is only an application and hence, chargeable to tax.

(4) Surrender of salary: However, if an employee surrenders his salary to the Central Government
under section 2 of the Voluntary Surrender of Salaries ( Exemption from Taxation) Act, 1961, the
salary so surrendered would be exempt while computing his taxable income

(5) Salary paid tax-free: This, inother words, means that the employer bears the burden of the taxon
the salary of the employee. In such a case, the income from salaries in the hands of the employee
will consist of his salary income and also the tax on this salary paid by the employer. However,
as per section 10{10CC), the income-tax paid by the employer on non-monetary perquisites on
behalf of the employee would be exempt in the hands of the employee.

(6) Place of accrual of salary: Under section 9(1)(ii), salary earned in India is deemed to accrue or
arise in India even if it is paid outside India or it is paid or payable after the contract of employment
in India comes to an end. If an employee is paid pension abroad in respect of services rendered
in India, the same will be deemed to accrue in India. Similarly, leave salary paid abroad in respect
of leave earned in India is deemed to accrue or arise in India.

B BASIS OF CHARGE [SECTION 15]
() Section 15 deals with the basis of charge. Salary is chargeable to tax either on ‘due’ basis or on
‘receipt’ basis, whichever is earlier.
(if) However, where any salary, paid in advance, is assessed in the year of payment, it cannot be
subsequently brought to tax in the year in which it becomes due.
(iif) If the salary paid in arrears has already been assessed on due basis, the same cannot be taxed
again when it is paid.
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B INCOME CHARGEABLE UNDERTHIS HEAD [SECTION 28]

1. The profit of any business or profession which was carried on by the assessee at any time during
the relevant previous year shall be chargeable to income tax under the head “Profits & Gains of
Business or Profession”

2. Export incentives.

A. Profit on sale of import licence: Profits on sale of a licence granted under the Imports
(Control) Order, 1955 made under the Imports and Exports (Control) Act, 1947; [not charged
under the head Capital Gain]

B. Subsidy: Cash assistance (by whatever name called) received or receivable by any person
against exports under any scheme of the Government of India;

C. Duty Drawback: Any duty of customs or excise repaid or repayable as drawback to any
person against exports under the Customs and Central Excise Duties Drawback Rules, 1971.

D. Profit on transfer of Duty Entitlement Pass Book Scheme or Duty Free Replenishment
Certificate: Any profit on the transfer of the Duty Entitlement Pass Book Scheme or Duty
Free Replenishment Certificate, being Duty Remission Scheme, under the export and import
policy formulated and announced under section 5 of the Foreign Trade (Development and
Regulation) Act, 1992,

3. The value of any benefit or perquisite, whether convertible into money or not, or in cash or in
kind or partly in cash or partly in kind, arising from business or the exercise of a profession.

4. Any interest, salary, bonus, commission or remuneration, by whatever name called, due to, or
received by, a partner of a firm from such firm.

5. Non-competing fees: Any sum, whether received or receivable in cash or in kind,
(i) under an agreement for not carrying out any activity in relation to any Business /Profession;
or

(ii) not sharing any know-how, patent, copyright, trademark, licence, franchise or any other
business or commercial right of similar nature or information or technique likely to assist in
the manufacture or processing of goods or provision for services.

6. Anysum received under a Keyman insurance policy including the sum allocated by way of bonus
on such policy.
7. Income from speculative transaction

“Speculative transaction” means a transaction in which a contract for the purchase or sales of
any commodity including stocks and shares is periodically or ultimately settled otherwise than
by the actual delivery or transfer of the commodity or scrips [Section 43(5)]










































































































































Income Under Head
Capital Gains
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B CHARGEABILITY OF CAPITAL GAINS [SECTION 45(1)]

Any profits or gains arising from the transfer of a capital asset effected in the previous year shall be
deemed to bethe income of the previous year in which the transfer took place e.g. Mr. Ram transferred
land on 25.03.2022 for¥ 70,00,000 but payment was received on 10.04.2022, in this case capital gains
shall be taxable in the previous year 2021-22.

Capital Assets [Section 2(14)]

A capital asset means

(a) property of any kind held by an assessee, whether or not connected with his business or
profession;

(b) any securities held by a Foreign Institutional Investor which has invested in such securities in
accordance with the SEBI regulations.

(¢) any unit linked insurance policy (ULIP) issued on or after 1.2.2021, to which exemption under
section 10{10D) does not apply on account of-

(i) premium payable exceeding ¥ 2,50,000 for any of the previous years during the term of such
policy; or

(if) the aggregate amount of premium exceeding ¥ 2,50,000 in any of the previous years during
the term of any such ULIP(s), in a case where premium is payable by a person for more than
one ULIP issued on or after 1.2.2021.

[ULIP Provisions are not covered at intermediate level]
The following shall not be considered to be capital asset:

1. any stock-in-trade, consumable stores or raw materials held by an assessee for the purposes of
his business or profession

2. Personal movable effects. However, following personal movable assets shall be capital asset-
(a) jewellery;
(b) archaeological collections;
(c) drawings;
(d) paintings;
(e) sculptures; or
(f) any work of art.

Jewellery” includes— (@) ornaments made of gold, silver, platinum or any other precious metal
or any alloy containing one or more of such precious metals (b) precious or semi-precious stones
held in any manner.
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Head Other

INCOMES TAXABLE UNDER THE HEAD OTHER SOURCES [SECTION 56]

If any income cannot be taxed under first 4 heads, such income shall be taxable under the head other
sources and such income may be

1.

O 0Ny W

Interest income

Dividend income

Casual income

Gift

Family pension

Payment received under keyman insurance policy to a person who is not an employee
Income from owning and maintaining of race horses

Forfeiture of advance money

Any other income which is not taxable under first four heads.

B TAXABILITY OF GIFT [SECTION 56]

1.
2

1.

Gift received by any person shall be taxable.
The gifts shall be divided into 3 parts.
(1) Gift of sum of money
(if) Gift of any property other than immovable property

(iif) Gift of immovable property

Gift of sum of money

If any person has received any sum of money from one or more persons without consideration
and the aggregate value of all such gifts received during the year exceeds fifty thousand rupees,
the whole of the aggregate value of such sum shall be taxable under the head Other Sources but
if the aggregate value is upto ¥ 50,000, entire Amount shall be exempt from income tax.

Gift of any property other than immovable property

Gift without consideration

If any person has received gift of any property other than immovable property without
consideration and the aggregate fair market value of such properties received during a particular
year exceeds ¥ 50,000, it will be taxable under the head Other Sources but if aggregate value of
all such properties is upto ¥ 50,000, it will be exempt from income tax.

Inadequate consideration

If any person acquires property for a consideration which is less than the aggregate fair market
value of the property by an Amount exceeding ¥ 50,000, the aggregate fair market value of such














































































Clubbing of Income

4

Under the Income-tax Act, 1961, an assessee is generally taxed in respect of his own income. However,
there are certain cases where an assessee has to pay tax in respect of income of another person.
The provisions for the same are contained in sections 60 to 64 of the Act. These provisions have
been enacted to counteract the tendency on the part of the tax-payers to dispose of their property or
transfer their income in such a way that their tax liability can be avoided or reduced.

Transfer of income without transferring the asset [Section 60]

If any person transfers the income from any asset without transferring the asset itself, such income is
to be included in the total income of the transferor.

Eg. Mr. A has two house and each house is let out for ¥ 10 lakh p.a. He has transferred income of one
of the house to his wife Mrs. A. In this case, clubbing provision shall be applicable and income shall be
taxable in the hands of Mr. A.

Transfer of asset through revocable transfer [Section 61]

If any person has transferred any asset through revocable transfer, income from that asset shall be
clubbed in the income of transferor.

Meaning of revocable transfer [Section 63]
Transfer is deemed to be revocable if—

(a) it contains any provision for the retransfer, directly or indirectly, of the whole or any part of the
income or assets to the transferor, or

(b) it gives, in any way to the transferor, a right to reassume power, directly or indirectly, over the
whole or any part of the income or the assets.

Mr. Ram has transferred one house to Mr. Shyam with the condition that the house can be taken back
by him at any time. In this case, clubbing provision shall be applicable on any income derived by
Mr. Shyam from such house.

Exception where clubbing provisions are not attracted even in case of revocable transfer [Section 62]
Section 61 will not apply to any income arising to any person if there is -

(a) Atransfer by way of trust which is not revocable during the life time of the beneficiary; and
(b) Any other transfer, which is not revocable during the life time of the transferee.

In the above cases, the income from the transferred asset is not includible in the total income of the
transferor, provided the transferor derives no direct or indirect benefit from such income.

If the transferor receives direct or indirect benefit from such income, such income is to be included in
his total income even though the transfer may not be revocable during the life time of the beneficiary
or transferee, as the case may be.

As and when the power to revoke the transfer arises, the income arising by virtue of such transfer will
be included in the total income of the transferor.




































Deduction from Gross Total Income
Chapter VI-A Section 80C to 80U

6A

(1) Deductions under section 80C to 80U are allowed from gross total income to compute total

income however such deduction is allowed only from normal income.

(if) No deduction under chapter VI-A shall be allowed from LTCGu/s 112, LTCGu/s 112A, STCG u/s
111A and Casual income

(iif) The aggregate amount of the deductions under this chapter shall not, in any case, exceed the
gross total income of the assessee.
Thus, an assessee cannot have a loss as a result of the deduction under Chapter VI-A and claim to
carry forward the same for the purpose of set-off against his income in the subsequent year.

Deduction in respect of investment in specified assets [Section 30C]
v Allowed only to allowed only to an individual and Hindu Undivided Family.

V' Deduction shall be allowed to the extent of the following investments but as per section 80CCE,
maximum deduction allowed shall be ¥ 1,50,000 including deduction under section 80CCC and
section 80CCD.

(a) Life Insurance Policy: Contribution made by individual or HUF towards life insurance premium
on the life of self, spouse and any child or any member of HUF — Subject to a maximum of 10%
of the actual capital sum assured.

In respect of policy issued before 01.04.2012, 10% shall be taken as 20%.

The limit of 10% shall be taken as 15% for person who is a person with disability as referred to
in section 80U or suffering from disease as specified in section 80DDB.

(b) Unit Linked Insurance Plan (ULIP): Contribution made by individual or HUF in Unit Linked
Insurance Plan (ULIP) of UTI or mutual fund registered in India. (self, spouse and any child or
any member of HUF)

o Investment made in units of ULIP deduction u/s 80C is available.
o Lock inperiod 3 years after which Lumpsum withdrawal is exempt u/s 10(10D).

Additional condition in respect of unit linked insurance policies issued on or after

01.02.2021 for claim of exemption u/s 10(10D)

o Exemption u/s 10(10D) would not be available with respect to any ULIP issued on or after
01.02.2021, if the amount of premium payable exceeds ¥ 2,50,000 for any of the previous
years during the term of such ULIP.

o Moreover, in a case where premium is payable by a person for more than one ULIP issued
on or after 01.02.2021, exemption u/s 10{10D) would not be available where the aggregate
amount of premium exceeds ¥ 2,50,000 in any of the previous years during the term of any
such ULIP(s) issued on or after 01.02.2021.
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6 B Deduction Section 10AA

B SPECIAL PROVISION IN RESPECT OF NEWLY ESTABLISHED UNITS IN SEZ [SEC. 10AA]

1. Applicable to: All assessee
2. Conditions to be satisfied
(a) The assessee is an entrepreneur as defined in Sec.2(j) of SEZ Act, 2005.

(b) The undertaking has begun or begins to manufacture or produce articles or things or provide
services on or after 01/04 /2005 but before 31/03/2020 in any SEZ.

(¢) New Business: Business should not be formed by splitting up or reconstruction of an existing
business.

3. Exception: However, this condition is not applicable when conditions given u/s 33B are satisfied,
which are as follows -

(@) The business of an industrial undertaking carried on in India is discontinued in any previous
year by reason of extensive damage to, or destruction of, any building, machinery, plant or
furniture owned by the assessee being used for business purpose.

(b) Such damage was caused due to -

(1) flood, typhoon, hurricane, cyclone, earthquake or other convulsion of nature; or

(if) riot or civil disturbance; or

(iif) accidental fire or explosion; or

(iv) action by an enemy or action taken in combating an enemy (whether with or without a
declaration of war),

(¢) Such business is re-established, reconstructed or revived by the assessee at any time before
the expiry of 3 years from the end of previous year in which such damage was caused.

4. New Plant and Machinery: Such undertaking should not be formed by transfer of machinery or
plant previously used for any purpose.

Exception:

(@) Aplantor machinery is deemed as a new asset if the following conditions are satisfied

(1) Such plant or machinery is imported into India;
(if) Depreciation on such asset has not been allowed under this Act to any person; and
(iif) The assessee was the first user of such asset in India.

(b) Where the total value of old plant and machinery transferred to the new business does not
exceed 20% of total value of plant and machinery used in such business, then this condition
is deemed to be satisfied.

Taxpoint: Usage of old plant and machinery upto 20% of total value of plant and machinery
is allowed.
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7B Tax Deducted at Source

1. Direct payment of tax [Section 191(1)]
Section 191 provides that in the following cases, tax is payable by the assessee directly -
() inthe case of income in respect of which tax is not required to be deducted at source; and
(if) income in respect of which tax is liable to be deducted but is not actually deducted.
In view of this provision, the proceedings for recovery of tax necessarily had to be taken against
the assessee whose tax was liable to be deducted, but not deducted.
In order to overcome this difficulty, the Explanation to this section provides that if any person,
including the principal officer of a company -
(i) who is required to deduct tax at source; or
(if) an employer paying tax on non-monetary perquisites under section 192(1A),
does not deduct, or after deducting fails to pay such tax, or does not pay, the whole or part of the
tax, then, such person shall be deemed to be an assessee-in-default.
However, if the assessee himself has paid the tax, this provision will not apply.

2. Direct payment of tax, where income of the assessee includes value of specified security
or sweat equity shares allotted or transferred free of cost or at a concessional rate to the
assessee by an employer being an eligible startup?! [Section 191(2)]

In a case where the income of the assessee includes the value of any specified security or sweat
equity shares allotted or transferred by the current employer, being an eligible start-up, free of
cost or at concessional rate to the assessee, the income-tax on such income has to be paid by the
assessee within 14 days from the earliest of the following dates -

o after the expiry of 48 months from the end of the relevant assessment year; or

a from the date of the sale of such specified security or sweat equity share by the assessee; or

a from the date of the assessee ceasing to be the employee of the employer who allotted or
transferred him such specified security or sweat equity shares.

B TDSON SALARY [SECTION 192]
1. Applicability of TDS under section 192

(@) This section casts an obligation on every person responsible for paying any income chargeable
to tax under the head ‘Salaries’ to deduct income-tax on the amount payable.

(b)Such income-tax has to be calculated at the average rate of income- tax computed on the basis of
the rates in force for the relevant financial year in which the payment is made, on the estimated
total income of the assessee.

(¢) However, in case an employee intends to opt for concessional rate of tax under section 115BAC
and he intimates to the deductor, being his employer, of such intention, then, the employer
























































































































Return of Income
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B RETURN OF INCOME

o Return of income is the format in which the assessee furnishes information as to his total income
and tax payable.

o Theparticulars of income earned under different heads, gross total income, deductions from gross
total income, total income and tax payable by the assessee are generally required to be furnished
in a return of income.

o In short, a return of income is the declaration of income and the resultant tax by the assessee in
the prescribed format.

COMPULSORY FILING OF RETURN OF INCOME [SECTION 139(1)]

. As per section 139 (1), it is compulsory for companies and firms to file a return of income or loss
for every previous year on or before the due date in the prescribed form

~

2. In case of a person other than a company or a firm, total income or the total income of any other
person in respect of which he is assessable under this Act during the previous year exceeds the
basic exemption limit.

3. Everyperson, being a resident and ordinarily resident in India, would be required to file a return of
income or loss for the previous year in the prescribed form and verified in the prescribed manner
on or before the due date, if such person, at any time during the previous year, -

(a) holds, as a beneficial owner or otherwise, any asset (including any financial interest in any
entity) located outside India or has a signing authority in any account located outside India; or

(b) isabeneficiary of any asset (including any financial interest in any entity) located outside India.
Meaning of “beneficial owner” and “beneficiary” in respect of an asset for the purpose of section 139:

“Beneficial Owner” means An individual who has provided, directly or indirectly, consideration for
the asset for the immediate or future benefit, direct or indirect, of himself or any other person.
“Beneficiary” means An individual who derives benefit from the asset during the previous year and
the consideration for such asset has been provided by any person, other than such beneficiary.

4. Further, every person, being an individual or a HUF or an AOP/BOI, whether incorporated or not,
or an artificial juridical person -
(@) whose total income or the total income of any other person in respect of which he is assessable

under this Act during the previous year

(b) without giving effect to the provisions of Chapter VI-A or section 54/54B/54D/54EC/54F

(c) exceeded the basic exemption limit is required to file a return of his income or income of such
other person on or before the due date.
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