
Income from Capital Gain 

1. What is Capital Gain? 

Capital Gain means any profits or gain arising from the transfer of capital assets. It is taxable 

under the head “Capital Gains”. 

2. What is Capital Asset? 

Capital Asset means property of any kind held by an assessee, whether or not connected with 

his business or profession. All the movable and immovable properties including leasehold rights, 

goodwill, a manufacturing license, jewellery etc. are treated as capital assets.   

3. Give two Examples of assets not included in the term Capital Assets. 

Personal assets such as Vehicles, Furniture, utensils etc held for personal use by assessee or any 

dependent member of the family. 

4. What is Short term Capital Asset? 

A capital asset held by an assessee for not more than 36 months before the date of transfer is 

called as short term capital assets. In case of assets like shares in a company, debentures and 

units of UTI and mutual fund, the period of holding before its transfer is not more than 12 

months. In case of unlisted shares, the period of holding is not more than 24 months. 

5. What is Long term Capital Asset? 

A capital asset held by an assessee for more than 36 months before the date of transfer is called 

as long term capital asset. In case of assets like shares in a company, debentures and units of 

UTI and mutual fund, the period of holding before its transfer is more than 12 months only. In 

case of unlisted shares, the period of holding is more than 24 months. 

6. What do you mean by transfer? 

For income tax purpose, transfer includes- 

 Sale, exchange or relinquishment of a capital asset: 

 Extinguishment of any rights. 

 Compulsory acquisition of a capital asset under any law or 

 Conversion of a capital asset into stock in trade. 

7. Give two examples of transactions not treated as transfer. 

The following transactions are not treated as transfer: 

a. Distribution of assets by a company to its shareholders at the time of liquidation 46(1) 

b. Distribution of capital assets on the total or partial partition of a HUF 47(i) 

c. Transfer of capital asset under a gift or a will or an irrevocable trust 47(iii) 

8. State the types of capital gain 

The following are the types of capital gains: 

a. Short-term Capital Gain 

b. Long-term Capital Gain 

9. What is Long term capital gain? 

Any profits or gain arising from the transfer of long term capital assets are called long term 

capital gains. 

10. What is Short term Capital gain? 



Any profits or gain arising from the transfer of short term capital assets are called short term 

capital gains. 

11. How do you treat Long term Capital loss? 

Any long term capital loss is set off against other long term capital gains only. It cannot be set off 

with any other income other than long term capital gains. Unabsorbed short term capital loss 

can be carried forward to next 8 assessment years to be set off against LTCG only. 

12. How do you treat Short term Capital Loss? 

Any short term capital loss can be set off against other short term capital gains or long term 

capital gains. Unabsorbed short term capital loss can be carried forward to next 8 assessment 

years to be set off against STCG or LTCG. 

13. State the Cost Inflation index for 2001-2002 and 2018-2019 

Cost Inflation index are as under: 

a. For 2001-2002   100 

b. For 2019-2019   280 

14. What do you mean by fair market value? 

The term Fair market value, in relation to capital asset means- 

a. The price that the capital asset would ordinarily fetch on sale in the open market on the 

relevant date, and 

b. In case the price of such asset is not ascertainable, such price as may be determined in 

accordance with the rules made under Income Tax Act. 

15. What is Indexed Cost of Acquisition? 

Indexed cost of Acquisition means an amount which bears to the cost of acquisition in the same 

proportion as cost of inflation index for the year in which the asset is transferred bears to the 

cost inflation index for the year in which it was purchased or 2001-2002 whichever is later. 

16. How is Indexed Cost of Acquisition calculated? 

Indexed Cost of Acquisition is calculated as under: 

Indexed Cost of Acquisition =      Cost of Acquisition x CII for year of transfer                                     

                                                       CII for the year of Acquisition or for 2001-2002 whichever is later 

17. What is Indexed cost of Improvement? 

Indexed cost of improvement means an amount which bears to the cost of improvement the 

same proportion as cost of inflation index for the year in which the asset is transferred bears to 

the cost of inflation index for the improvement year. 

18. How is Indexed cost of Improvement calculated? 

Indexed cost of Improvement is calculated as under: 

Indexed cost of Improvement = Cost of Improvement x CII for year of transfer/sale                                     

                                                                      CII for the year of Improvement 

19. Give two examples of Long term capital asset for which the benefit of Indexation is not 

available. 

The following are Long term capital Assets for which benefit of Indexation is not available. 

a. Bonds or debentures (other than capital indexed bonds issued by the government) 

b. Depreciable Asset. 

20. State any two examples of capital Assets whose cost of acquisition is treated as NlL. 



The following are the capital assets whose cost of acquisition is treated as nil: 

a. Additional compensation in the case of compulsory acquisition  

b. Self Generated goodwill. 

21. What is Zero Coupon Bond? 

ZCB means a bond issued by any infrastructure capital company or infrastructure capital fund or 

public sector company on or after 1.6.2005 and in respect of which no payment or benefit is 

received or receivable before maturity or redemption from infrastructure Capital Company or 

infrastructure capital fund or public sector company. 

Income from other Sources: 

1. State any four incomes chargeable to tax under the head “Income from other Sources”. 

The following are the examples of incomes chargeable to tax under the Head “Income from 

Other Sources”. 

a. Dividends from foreign company and co-operative society 

b. Winning from lotteries, cross word puzzles, races including horse race, card games and 

other games of any sort, gambling, betting, etc. 

2. What do you mean by interest on securities? 

Interest on security means: 

a. Interest on any security of the Central Government or a state Government. 

b. Interest on debentures or other securities of local authority or a company or a 

corporation established by a central or state or Provincial Act.  

3. State any four examples of interest on tax free government securities which are exempt u/s 

10(15). 

a. Interest on special bearer Bonds 1991 

b. Interest on National Plan savings Certificates (10 & 12 years) 

c. Interest on Post Office cash Certificates (5 years) 

d. Interest on 7% Capital Investment Bonds 

e. Interest on 9% relief Bonds 

4. What do you mean by less tax government securities? 

Less tax government securities are the securities issued by the central Government or a state 

government. The interest on these securities is chargeable to tax, but no tax is deducted at 

source on such securities. Therefore, the interest on these securities should not be grossed up. 

5. What do you mean by tax free commercial Securities? 

Tax- free commercial securities are those securities issued by a company, local authority or a 

statutory corporation in the form of debentures and bonds. The interest on these securities is 

fully paid to the holders without deducting tax at source. The tax on these securities is paid by 

company or local authority or statutory corporation from its own pocket. 

6. What do you mean by Less tax Commercial Securities? 

Less tax commercial securities are the securities on which full interest is not paid to the holders. 

Income tax is deducted at source and only net interest is paid to the holders of these securities. 

In this case gross interest means interest received by the assessee plus tax deducted at source. 



7. What is Tax Deducted at Source? 

The deduction of tax at source means the person responsible for making payment of certain 

incomes to the earners of the income has to deduct tax at prescribed rates on such incomes 

before payment is made to them. The amount so deducted at source should be deposited by the 

deductor in the government treasury within the prescribed time limit. 

8. Name four cases where tax is not deducted at source. 

a. National development Bonds 

b. Debentures issued by any co-operative society or a public sector company or any 

authority or any institutions notified by the central government. 

c. Winnings from lotteries, cross word puzzles or card games not exceeding Rs. 10,000 u/s 

194 B. 

d. Winnings from Horse Races not exceeding Rs. 5,000 194 BB. 

9. What is gross Interest? Why is it essential? 

Gross interest means actual interest received by assessee plus income tax paid or deducted at 

source. Gross interest is chargeable to tax. Hence calculation of gross interest is essential. 

10. What is net interest? Why is it essential? 

Net interest means gross interest minus income tax paid or deducted at source. Net interest is 

calculated only when collections charge is given at a certain percentage on net interest. 

11. What do you mean by grossing up? 

Grossing up is the calculation of gross income. Gross income means actual income received by 

the assessee plus income tax paid or deducted at source. The tax is charged on the gross income 

of the assessee.  

12. State two inadmissible expenses u/s 58. 

The following are some examples of inadmissible expenses u/s 58 

a.  Interest and salary payable outside India ( if TDS is not made) 

b.  No deduction in case of Winnings from Lotteries, horse race, card games, races 

including gambling, betting, etc. 

13. State two expenses allowed u/s 57. 

a. Commission or remuneration for realizing taxable dividend or interest. 

b. Interest on loan taken for purchase of securities. The interest and dividend of such 

securities is liable to tax. 

14. How do you treat dividend for income tax purpose? 

For Income tax purpose, dividend is treated as under: 

a. Dividend from Indian company is fully exempt u/s 10(34). 

b. Dividend from co-operative and foreign company is taxable under the head “Income 

from Other sources”.  

15. How do you calculate gross interest in case of tax free commercial securities when securities 

amount and rate of interest are given. 

Calculation of Gross interest in case of tax free commercial securities when securities amount 

(face value) and rate of interest are given:  

Net interest = Security amount (face value) x rate/100 

Gross interest= Net interest + tax paid (or) 



Gross interest = Net interest x 100/90 

16. How do you calculate gross interest when interest received is given? 

Calculation of gross interest in case of tax free commercial securities when interest received is 

given: 

 Net interest = interest received 

 Gross interest = Net interest x 100/90 (or) 

 Gross interest = Net interest + tax paid 

17.  How do you calculate Gross income from Casual Income (winnings from lotteries, card games, 

races etc)? 

Gross interest = Net Income x 100/70 

18. How do you calculate net interest? 

Calculation of Net Interest: 

 Net Interest = Gross interest - Tax Paid or Deducted 

 Net Interest = Gross interest x 90/100 

19. What is casual income? 

An income becomes casual income, if it contains the following features:  

It is unanticipated, it is non-recurring in nature , it arises from an unknown source, no 

specific efforts were put in to earn such income.  

Any income earned without any kinds of effort from an unknown source is called as 

Casual income. 

20. Give examples for Casual Income. 

a. Winning from lottery 

b. Income from cross word puzzles 

c. Tips given to taxi drivers 

d. Prize awarded for coin or stamp collection 

21. How do you treat salary of MP’s & MLA’s? 

Any salary received by MPs and MLAs is taxable under the head “Income from Other Sources”. 

22. How do you treat allowances received by MP/MLC? 

Any allowance received by MP/MLC is fully exempt from tax. 

ASSESSMENT OF INDIVIDUAL, HUF & FIRM 

1. How do you treat share of income received by an individual as a member of Hindu Undivided 

Family? 

Any share of Income received by an individual as a member of Hindu Undivided Family is fully 

exempt from tax u/s 10(2). 

2. How do you treat the income from property converted by an individual into HUF property? 

According to sec 64(2), If an individual has converted his self acquired property into HUF 

property, the income from such converted property is taxable in the hands of an individual but 

not in the hands of HUF, even though the income from such converted property is received by 

HUF. 

3. How do you treat share of profit received by an individual as a partner of firm? 



Share of Profit received from firm by an individual as a partner is fully exempt u/s 10(2A). 

4. How do you treat the interest received by an individual as a partner of firm? 

Any interest received from firm by an individual as a partner is taxable under the head “Income 

from Business” to the extent to which it is allowed in the assessment of firm. 

5. How do you treat Salary, Bonus etc, received by an individual as a non-working partner of a 

firm? 

Salary, bonus, etc received from firm by an individual as a non-working partner is not taxable 

because, it was fully disallowed in the assessment of firm. 

6. How do you treat Salary, bonus etc received by an individual as a working partner of a firm? 

Salary, Bonus etc received from firm by an individual as a working partner is taxable under the 

head “Income from Business” only to the extent to which it was allowed in the assessment of 

firm. 

7. How do you treat dividend received by an individual from foreign company and co-operative 

society? 

Any dividend received from a foreign company and a co-operative society is taxable under the 

head “Income from other sources”. In both cases tax is not deducted at source, hence, gross and 

net dividend is the same. 

8. How do you treat share of income received by an individual as a member of AOP/BOI when its 

total income is taxable at maximum marginal rate? 

When the total income of AOP/BOI is taxable at maximum marginal rate, the share of income 

from AOP/BOI is not taxable. Hence, it should not be included in total income of an individual. 

9. How do you treat share of income received by an individual as a member of AOP/BOI when its 

total income is taxable at normal rate? 

When the total income of AOP/BOI is taxable at normal rate, the share of income from AOP/BOI 

is included in the total income of individual but rebate of tax u/s 86 is granted at average rate of 

tax. 

10. How do you treat share of income received by an individual as a member of AOP/BOI when its 

total income is less than non-taxable limit? 

When the total income of AOP/BOI is less than non-taxable limit, share of income from AOP/BOI 

is included in the total income of an individual but rebate of tax u/s 86 is not granted. 

11. Who is called as an individual? 

An individual means a person, either male or female, minor or a person of unsound mind. 

12. How do you treat dividend received by an individual from domestic company? 

Any dividend received from a domestic company is fully exempt from tax u/s 10(34). 

13. What is Partnership? 

According to section 4 of Indian Partnership Act 1932, partnership means “relationship between 

persons who have agreed to share the profits of a business carried on by all or any one of them 

acting for all”. The persons who have entered into partnership are individually called as partners 

and collectively called as ‘Firm’. 

14. State two conditions to assess a firm as a firm. 

In order to assess the firm as such, the firm needs to fulfill the following conditions laid u/s 184: 

a. The firm should be evidenced by partnership deed. 



b. A certified copy of partnership deed should accompany the first return of the income of the 

firm.  

15. State the effect of failure to comply the conditions laid down u/s 184. 

If any partnership firm fails to comply with the conditions laid down u/s 184, any interest, salary 

bonus, commission or remuneration given to any partner shall not be allowed as deductions. 

16. Who is a working partner? 

Working partner is a person who is actually engaged in conducting the affairs of the business or 

profession of the firm. 

17. Who is a non- working partner? 

Non-working partner is a partner who is not actively engaged in conducting the affairs of the 

business or profession of the firm. 

18. What is Book Profit? 

Book profit means the net profit as shown in P&L account computed in the manner laid down 

u/s 28 to 44D as increased by the aggregate amount of salary, commission, bonus and 

remuneration paid to all partners if they are debited to P&L account. 

19. State any four examples of disallowed expenses in case of firm. 

Examples of disallowed expenses in case of firm: 

a. Personal expenses of partners  

b. Irrecoverable private hand loans 

c. Partnership Deed expenses 

d. Interest paid to partners on capital and loan exceeding 12% per annum. 

20. State any two permissible deductions allowable u/s 80 to a firm. 

The following are some important permissible deductions u/s 80: 

a. Deduction u/s 80G 

b. Deduction u/s 80GGC 

21. What is a Joint Hindu Family? 

According to Hindu Law, a Joint Hindu Family consists of all persons lineally descended from a 

common ancestor including their wives and unmarried daughters. Only one member cannot 

constitute a Joint Hindu Family. There must be at least two persons whether male or female to 

constitute a Joint Hindu Family. 

22. Name the schools Governing Joint Hindu Family. 

Joint Hindu Family is governed by two schools, namely Dayabhaga School and Mitakshara School 

of thought. 

23. What is Dayabhaga School? 

It is applicable to West Bengal, Assam and some parts of Orissa. Under this law, the son does not 

get any right in the properties merely by birth in the family. His rights will arise only after the 

death of his father as regards both ancestral and self acquired property of his father. Hence, the 

father will be assessed as an individual even for his ancestral property if he has no coparceners. 

He is considered to be the absolute owner of all properties until his death. After his death, if 

there are two or more coparceners in the family, then the income from ancestral property will 

be taxable in the hands of HUF.  

24. What is Mitakshara School? 



It is applicable to the whole of India except the states of West Bengal, Assam and some parts of 

Orissa. According to this school, the male members of Joint Hindu Family acquire right in the 

Joint Hindu Family property by birth and become coparceners. 

However, after the passing of Hindu Succession (Amendment) Act 2005, the position of 

daughters has changed. The daughters of a coparcener become coparceners of the family by 

birth in the same manner as the son.  

25. State any two incomes which are not treated as income of HUF. 

a. Income earned by any member of HUF in his personal capacity is taxable in the hands of that 

member as an individual. 

b. According to sec 64(2), If an individual has converted his self acquired property into HUF 

property, the income from such converted property is taxable in the hands of an individual 

but not in the hands of HUF, even though the income from such converted property is 

received by HUF. 

c. The profits earned by a member of a family by carrying his business in his individual capacity 

is treated as personal income even though he has borrowed funds from family. 

26. How do you treat Salary paid by HUF to its Karta or any member? 

Any salary or fees paid to Karta and other members of the family for service rendered in 

conducting family business is allowed as deduction under the head “Income from Business” 

provided such salary or fees is reasonable and is paid as per the agreement. 

27. How do you treat Director’s fees received by a member of HUF? 

a. If the Karta or member has become a director of a company because of his personal 

qualification, director’s fees or remuneration received by him is taxable in the hands of 

Karta as an individual under the head other sources. 

b. If the Karta or member has become a director of company on the strength of qualifying 

shares purchased by HUF, directors fees or remuneration received by Karta or member is 

taxable in the hands of HUF under the head other sources. 

28. How do you treat salary, bonus, commission received by a member of HUF acting as a working 

partner in a firm? 

If the Karta or member is a working partner in that firm then the salary, bonus, commission and 

remuneration received from firm are taxable under the head “Income from Business” only to 

the extent to which they were allowed in the assessment of firm.  

29. State any two Deductions allowed to HUF u/s 80. 

a. Deduction u/s 80C for specified savings and investments. 

b. Deduction u/s 80D for medical insurance premium paid on the health of any member. 

c. Deduction U/s 80G Donations to specified funds 

d. Deduction u/s 80GGC- Donation to Political Party. 

30. What is Total Partition of HUF? 

If the entire property of HUF is divided among all the coparceners fully, it is said to be total 

partition and the joint family ceases to exist. 

31. What is Partial Partition of HUF?  

One or more members get their share of the property and severe the relation with the family, 

the remaining members may enjoy the status of HUF. 



COMPUTATION OF TAX LIABILITY: 

1. What are the income tax rates of an individual below the age of 60 years? 

PARTICULARS RATE OF TAX 

 On short term capital Gains u/s 111A 
 On Long term capital gains u/s 112 
 On winning from Lotteries, races, etc u/s 115BB 
 On total Income excluding (a)(b)(c) above, 

 On first 2,50,000 

 On next 2,50,000 

 On next 5,00,000 

 On the remaining balance 

15% 
20% 
30% 
 
Nil 
5% 
20% 
30% 

2. What are the income tax rates of an individual 60 to 80 years of age? 

PARTICULARS RATE OF TAX 

 On short term capital Gains u/s 111A 
 On Long term capital gains u/s 112 
 On winning from Lotteries, races, etc u/s 115BB 
 On total Income excluding (a)(b)(c) above, 

 On first 3,00,000 

 On next 2,00,000 

 On next 5,00,000 

 On the remaining balance 

15% 
20% 
30% 
 
Nil 
5% 
20% 
30% 

 

3. What are the income tax rates of an individual 80 years and above? 

PARTICULARS RATE OF TAX 

 On short term capital Gains u/s 111A 
 On Long term capital gains u/s 112 
 On winning from Lotteries, races, etc u/s 115BB 
 On total Income excluding (a)(b)(c) above, 

 On first 5,00,000 

 On next 5,00,000 

 On the remaining balance 

15% 
20% 
30% 
 
Nil 
20% 
30% 

 

4. State the income tax rates of Hindu undivided Family. 

PARTICULARS RATE OF TAX 

 On short term capital Gains u/s 111A 
 On Long term capital gains u/s 112 
 On winning from Lotteries, races, etc u/s 115BB 
 On total Income excluding (a)(b)(c) above, 

 On first 2,50,000 

 On next 2,50,000 

 On next 5,00,000 

 On the remaining balance 

15% 
20% 
30% 
 
Nil 
5% 
20% 
30% 

 

5. State the income tax rates of a partnership firm. 



PARTICULARS RATE OF TAX 

 On short term capital Gains u/s 111A 
 On Long term capital gains u/s 112 
 On total Income excluding (a)(b)(c) above 

15% 
20% 
30% 

 

6. How do you tax Short term capital gains? 

Short term capital gains on securities covered by securities transactions Act are taxable at a flat 

rate of 15% u/s 111A.  

7. How do you tax winnings from Lotteries, races, etc? 

Winnings from lotteries, races, card games, betting’s, etc are taxable at a flat rate of 30%. 

Shortfall if any cannot be adjusted against these incomes. 

8. State the rate of tax for the following. 

a. Health & Education Cess: 4%  

9. What is “Slab system” of taxation? 

“Slab system” of taxation is a system, where the total income of an assessee is decided to 

certain number of slabs and each successive slab is charged at rate higher than that of the 

earlier slab. 

10. What is Step system of Taxation? 

Step system is a system where assesses are classified into different groups of income and tax is 

charged on total income at different rate. Specific rate is charged on the whole of the income. 

11. What is Computation of tax? 

Computation of tax means calculating tax on total income at the prescribed rates applicable to 

each person. While computing tax, rebate on section 87 A, tax deducted at source, advance tax 

and self assessment tax should be considered. 

 

SET OFF and CARRY FORWARD OF LOSSES: 

1. What do you mean by set-off losses? 

The income of an assessee is calculated in different heads. There may be one or more heads 

showing losses. Such losses can be set off against the income of same head or other heads. Set 

off means adjusting losses against incomes. 

2. State any two losses which cannot be set off against income under other heads. 

The following losses cannot be set off against income under other heads: 

a. Loss in Speculation business 

b. Loss under the head capital gains 

3. State the income tax provisions relating to set-off and carry forward of loss under house 

property. 

The following are the income tax provisions relating to set-off and carry forward of loss under 

house property. 

a. Any loss from one house property can be set off against income from other house 

properties. 



b.  Net loss under the head house property can be set off against income from any other 

heads. 

c. Unabsorbed loss from house property of current year can be carried forward to next 

assessment year (maximum 8 years) to be set off against income from house property only. 

4. State the income tax provisions relating to set-off and carry forward of loss under regular 

business. 

The following are the income tax provisions relating to set-off and carry forward of loss under 

regular business: 

a. Any loss under regular business can be set-off against income from other business. 

b. The loss which cannot be set off under the business head can be set-off against other heads 

of income except salary. 

c. Unabsorbed business loss of current year can be carried forward to next assessment year 

(maximum 8 years) to be set off under business head only. 

5. State the income tax provisions relating to set-off and carry forward of loss under speculation 

business. 

The following are the income tax provisions relating to set-off and carry forward of loss under 

speculation business. 

a. Any loss from speculation business cannot be set off against any income except other 

speculation profits. 

b. Unabsorbed speculation loss of current year can be carried forward to next assessment year 

(maximum 4 years ) to be set off against speculation profits only. 

6. State the income tax provisions relating to set off and carry forward of short term capital loss. 

The following are the income tax provisions relating to set-off and carry forward of short term 

capital loss: 

a. Any short term capital loss can be set off against other short term capital gains or long term 

capital gains. 

b. Unabsorbed short term capital loss of current year can be carried forward to next 

assessment year (maximum 8 years) to be set off against STCG or LTCG. 

7. State the income tax provisions relating to set off and carry forward of Long term capital loss. 

a. Any long term capital loss can be set off against LTCG only. 

b. Unabsorbed long term capital loss of current year can be carried forward to next 

assessment year (maximum 8 years) to be set off against LTCG only. 

8. State the income tax provisions relating to set off and carry forward of loss under the head 

other sources. 

a. There should not be any loss under the head other sources except the loss of owning and 

maintaining race horses. 

b. Loss from activity of owning and maintaining race horses can be set off against income from 

owning and maintaining race horses only. 

c. Unabsorbed loss from owning and maintaining race horses can be carried forward to 

(maximum 4 years) next assessment year to be set off against income from owning and 

maintaining race horses only. 

9. What is clubbing of Income? 



The income of other persons shall be included in the assessee’s total income. Such inclusion of 

others income in the income of the assessee is called clubbing of income and the income which 

is so included is called as Deemed income. 

PROCEDURE FOR ASSESSMENT: 

1. What is self-assessment? 

Self- assessment is an assessment where an assessee has to compute the tax liability and find 

out any amount of tax and interest payable if any after making adjustments in respect of TDS, 

advance tax, etc. & shall deposit the tax with a challan before filing the return. 

2. What is Regular Assessment? 

Regular assessment means, the assessment made on the basis of evidence u/s 143(3) or best 

Judgment Assessment u/s 144. 

3. What is best Judgment? 

Best judgment is an assessment where, the assessing officer, after considering all relevant 

material which he has gathered, is under an obligation to make an assessment of the total 

income or loss to the best of his judgment. 

4. State the two cases of best Judgment Assessment. 

The following are the two cases of Best judgment assessment: 

a. Where the assessee failed to make the voluntary return u/sn139(1) or belated return u/s 

139(5). 

b. If any assessee fails to comply with all the terms of a notice u/s 142(i) or fails to comply with 

the directors requiring him to get his accounts audited u/s 142(2A). 

5. What is Permanent Account Number? 

The 10 character Alpha-numeric number allotted by the income tax department to each 

assessee to identify the returns, tax payments challan, and quick disposal of their refund claims 

or assessments is called as Permanent Account Number {PAN}. 

6. State any two persons who required obtaining PAN. 

a. Every person whose total income assessable during previous year exceeds maximum 

amount which not chargeable to tax is required to apply on before 31st May of the relevant 

previous year. 

b. Any person carrying on business or profession whose turnover or gross receipts exceeds Rs. 

5,00,000 in any previous year is required to apply before the end of accounting year. 

7. State any four transactions, where quoting PAN is compulsory. 

a. Any contract for sale or purchase of securities of a value exceeding Rs. 1 lakh per 

transaction. 

b. Sale or purchase of any immovable property valued at Rs. 10 lakhs or more. 

c. Deposits exceeding Rs. 50,000 or aggregating more than 5 lakhs during a financial year, in 

post office savings bank Account. 

d. Cash Payment for purchase of bank drafts or pay order or bankers cheque from a bank for 

an amount aggregating Rs. 50,000 or more in a financial year.   

8. What is the Time limit for claiming refund of tax: Sec 239? 



The claim should be made within a period of one year from the last day of the assessment year. 

9. State the exemption limit of income for the assessment year 2019-2020. 

a. Resident Individual (less than 60 years) -   2,50,000 

b. Resident Senior Citizen (60 to 80 years) – 3,00,000 

10. Expand: 

PAN – Permanent Account Number 

TAN – Tax Deduction Account Number 

11. What is PAN? How it is used? 

The 10 character Alpha-numeric number allotted by the income tax department to each 

assessee to identify the returns, tax payments challan, and quick disposal of their refund claims 

or assessments is called as Permanent Account Number {PAN}. It can be used for any contract pf 

sale or purchase of a value exceeding Rs. 1 lakh 

12. What is TAN? How it is obtained? 

It is Tax deduction Account Number. It can be obtained by applying in form no. 49B within 1 

month from the end of the month in which tax was deducted. 

13. State the meaning of belated returns. 

Any person who has not furnished a return within the time allowed u/s 139(1) or within the time 

allowed by notice issued u/s 142 (1) can file belated return before the end of assessment year. 

14. State the 2 cases of Best Judgment Assessment. 

a. Notice u/s 142(1) 

b. Notice u/s 143. 

15. What do you mean by Revised return u/s 139(5)? 

If any person, after filing the return of income u/s 139(1) or belated return u/s 139 (4) found any 

omission or wrong statement in such return he may file “Revised return”. 

16. State the time limit for filing Revised Return. 

A revised return can be filed at any time within one year or before completion of the 

assessment, whichever is earlier. It is treated as original return. 

17. Give the meaning of Defective return of Income. 

The return of income is treated as Defective return if the annexure statements and columns in 

the return relating to computation of income under each head and of gross total income and 

total income have not been duly filled in. 

18. What do you mean by Loss return? 

In case, a person has suffered by any loss from business or profession or loss under “ Capital 

Gains” has to be filed the “Loss return” within due date of the assessment year. If the loss return 

has not been filed, he is not allowed to carry forward and set-off of such loss. 

-----------------------THE END-------------------- 


