Chapter 1: Basic Concepts & General Tax Rate

Question 1

Mr. X has a total income of ¥ 16,00,000 for P.Y.2023-24, comprising of income from house

ﬁfoperty_ and interest on fixed deposits. Compute his tax liability for A.Y.2024-25 assuming
is age is—

(a) 45 years
(b) 63 years
(c) 82 years

Assume that Mr. X exercises the option of shifting out of the default tax regime provided u/s
115BAC(1A). [Ignore 115BAC] [SMQ.]

Question 2

(a) Compute the tax liability of Mr. A (aged 42), having total income of ¥ 51 lakhs for the
Assessment Year 2024-25. Assume that his total income comprises of salary income,
Income from house property and interest on fixed deposit. Assume that Mr. A exercises
the option of shifting out of the default tax regime provided u/s 115BAC(1A). [Ignore
115BAC] [SM Q]

(b) Suppose Total income of Mr. A is ¥ 1,01,00,000 Compute tax liability.
(c) Suppose Total income of Mr. A is ¥ 2,01,00,000 Compute tax liability.
(d) Suppose Total income of Mr. A is ¥ 5,01,00,000 Compute tax liability.

Question 3

Mr. Raghav aged 26 years and a resident in India, has a total income of ¥ 4,40,000,
comprising his salary income and interest on bank fixed deposit. Compute his tax liability for
A.Y.2024-25. Assume assessee exercises the option of shifting out of the default tax regime
provided u/s 115BAC(1A). [Ignore 115BAC] [SMQ.]

Question 4

Mr. Dinesh aged 35 years and a resident in India, has a total income of ¥ 4,80,000,
comprising of long term capital gains taxable u/s 112. Compute his tax liability for A.Y.2024-
25. Assume assessee exercises the option of shifting out of the default tax regime provided

u/s 115BAC(1A). [Ignore 115BAC]. [SM Q.
Question 5

Who is an “Assessee”? [SMQ.]
Answer 5

As per section 2(7), assessee means a person by whom any tax or any other sum of money is payable
under the Income-tax Act, 1961.
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Chapter 1: Basic Concepts & General Tax Rate

In addition, the term includes —

. —T er the Act has been taken for the assessmen,
= Every person in respect of whom any proceeding und {
of -

e his income; or
e the income of any other person in respect of which he is assessable; or
e the loss sustained by him or by such other person; or
e the amount of refund due to him or to such other person.
= Every person who is deemed to be an assessee under any provision of the Act;

* Every person who is deemed to be an assessee in default under any provision of the Act.

Question 6
What are the two schools of Hindu law and where are they prevalent? Explain. Also,
mention the difference between the two schools of Hindu Law. [SM Q]
Answer 6

The two schools of Hindu law are Dayabaga school, prevalent in West Bengal and Assam, and
Mitakshara school, prevalent in rest of India. Under the Dayabaga school of Hindu Law, nobody
acquires the right, share in the property by birth as long as the head of family is living. Thus, the
children do not acquire any right, share in the family property, as long as his father is alive and only
on death of the father, the children will acquire right/share in the property. Hence, the father and his
brothers would be the coparceners of the HUF.

Under the Mitakshara school of Hindu Law, one acquires the right to the family property by his birth

and not by succession irrespective of the fact that his elders are living. Thus, every child born in the
family acquires a right/share in the family property.

Question 7

The Jain HUF in Assam comprises of Mr. Suresh Jain, his wife Mrs. Sapna Jain, his son Mr.
Sarthak Jain, his daughter-in-law Mrs. Preeti Jain, his daughter Miss Seema Jain and his
unmarried brother Mr. Pritam Jain. Which of the members of the HUF are eligible for
coparcenary rights? [SM Q]

Answer 7

Dayabaga school of Hindu law is prevalent in Assam. In Dayabaga school of Hindu law, nobody

acquires the right, share in the property by birth as long as the head of family is living. Thus, the
children do not acquire any right, share in the family property, as long as his father is alive and only
on death of the father, the children will acquire right/share in the property.

| Hence, Mr. Suresh Jain and his brother, Mr. Pritam Jain would be the coparceners of the Jain HUF
j and are eligible for coparcenary rights.

]] Question 8

> What is the difference between an Association of Persons and Body of Individuals? [SM Q.]

T Answer 8

| In order to constitute an Association of Persons (AOP), persons must join for a common purpose or

| action and their object must be to produce income; it is not enough that the persons receive the
income jointly.

Body of Individuals denotes the status of persons like executors or trustees who merely receive the

income jointly and who may be assessable in like manner and to the same extent as the beneficiaries

individually. Thus, coexecutors or co-trustees are assessable as a BOI as their title and interest are
indivisible.
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Chapter 1: Basic Concepts & General Tax Rate

The difference between an AOP and BOI is that in case of a BOI, only individuals can be the
members, whereas in case of AOP, any person can be its member i.e. entities like company, firm etc.
can be the member of AOP but not of BOI.

In case of an AOP, members voluntarily come together with a common will for a common intention
or purpose, whereas in case of BOI, such common will may or may not be present.

Question 9
Statg any four instances where the income of the previous year is assessable in the
previous year itself instead of the assessment year. [SM Q.]
Answer 9

The income of an assessee for a previous year is charged to income-tax in the assessment year
following the previous year. However, in a few cases, the income is taxed in the previous year in
which it is earned. These exceptions have been made to protect the interests of revenue. The
exceptions are as follows:

() Where a ship, belonging to or chartered by a non-resident, carries passengers, livestock, mail or
goods shipped at a port in India, the ship is allowed to leave the port only when the tax has been
paid or satisfactory arrangement has been made for payment thereof. 7.5% of the freight paid or
payable to the owner or the charterer or to any person on his behalf, whether in India or outside
India on account of such carriage is deemed to be his income which is charged to tax in the same
year in which it is earned.

(ii) Where it appears to the Assessing Officer that any individual may leave India during the current |
assessment year or shortly after its expiry and he has no present intention of returning to India,
the total income of such individual for the period from the expiry of the respective previous year
up to the probable date of his departure from India is chargeable to tax in that assessment year.

(iii) If an AOP/BOI etc. is formed or established for a particular event or purpose and the Assessing
Officer apprehends that the AOP/BOI is likely to be dissolved in the same year or in the next
year, he can make assessment of the income up to the date of dissolution as income of the =
relevant assessment year. '

(iv) During the current assessment year, if it appears to the Assessing Officer that a person is likely to
charge, sell, transfer, dispose of or otherwise part with any of his assets to avoid payment of any
liability under this Act, the total income of such person for the period from the expiry of the
previous year to the date, when the Assessing Officer commences proceedings under this section
is chargeable to tax in that assessment year.

(v) Where any business or profession is discontinued in any assessment year, the income of the
period from the expiry of the previous year up to the date of such discontinuance may, at the ==
discretion of the Assessing Officer, be charged to tax in that assessment year. S

Question 10

Mr. Agarwal aged 40 years and a resident in India, has a total income of ¥ 6,50,00,000,
comprising long term capital gain taxable u/s 112 of ¥ 55,00,000, short term capital gain
taxable u/s 111A of ¥ 65,00,000 and other income of ¥ 5,30,00,000. Compute his tax liability
for A.Y.2024-25. Assume he exercises the option of shifting out of the default tax regime
provided u/s 115BAC(1A). [Ignore 115BAC] [SMQ.]
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Chapter 1: Basic Concepts & General Tax Rate

Question 11
d a resident in India, has a total income of ¥ 230,00 ¢
Mr. Sharma aged 62 years an ble ufs 112 of ¥ 52.00,000, short term capital g00

comprising long term capital gain taxa ain

me of ¢ 1,14,00,000. Compute his tax liahj

taxable u/s 111A of ¥ 64,00,000 and other inco . it
for AY.2024-25. Assume he exercises the option of shifting out of the default tax fegim:
provided u/s 115BAC(1A). [Ignore 115BAC] SMQq,

Question 12
Compute the tax liability of Mr. D (aged 37), having total income of ¥ 5,01,00,000 for tng
Assessment Year 2024-25. Assume that his total income comprises of salary income
d deposit. Assume that Mr. D exercises thq

Income from house property and interest on fixed
option of shifting out of the default tax regime provided u/s 115BAC(1A). [Ignore 115BAC]
[SMQq,

Agriculture Income

Question 13

Mr. B grows sugarcane and u
factory. 30% of sugarcane pro
sugarcane is ¥ 5 lacs. The cos
and the market value of the same is
process on the balance sugarcane, the su
income and agricultural income.

ses the same for the purpose of manufacturing sugar in his
duce is sold for ¥ 10 lacs, and the cost of cultivation of sych
t of cultivation of the balance sugarcane (70%) is T 14 lacs
7 22 |acs. After incurring ¥ 1.5 lacs in the manufacturing
gar was sold for ¥ 25 lacs. Compute B's business

[SM Q]

Question 14

Mr. X, a resident, has provided the following particulars of his income for the P.Y. 2023-24.

(i) Income from salary (computed) -3 4,80,000
(i) Income from house property (computed) -3 2,50,000
(iii) Agricultural income from a land in Jaipur -3 4,80,000

-¥1,70,000

(iv) Expenses incurred for earning agricultural income
Compute his tax liability for A.Y. 2024-25 assuming his age is -
(a) 45 years

(b) 70 years

Assume that Mr. X exercises the option of shifting out of the default tax regime provided u/s
115BAC(1A). [Ignore 115BAC] [SM Q]

. Question 15
: Miss Vivitha, a resident and ordinarily resident in India, has derived the following income
from various operations (relating to plantations and estates owned by her) during the year

ended 31-3-2024:
S. No. : Particulars 4
(i) |Income from sale of centrifuged latex processed from rubber plants 3,00,000
grown in Darjeeling. N
(i) |Income from sale of coffee grown and cured in Yercaud, Tamil Nadu. 1,00,000
(i) |Income from sale of coffee grown, cured, roasted and grounded, in 2.50.0_99
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Chapter 1: Basic Concepts & General Tax Rate

Colombo. Sale consideration was received at Chennai.
(iv) _|Income from sale of tea grown and manufactured in Shimla. 4,00,000

(V) |Income from sapling and seedling grown in a nursery at Cochin. Basic 6,000
operations were not carried out by her on land.

You are required to compute the business income and agricultural income of Miss Vivitha
for the AY. 2024-25. [SMQ.]

Question 16

Explain with brief reasons, whether the following income can be regarded as agricultural |
Income, as per the provisions of the Income-tax Act, 1961:

(i) Rent received for letting out agricultural land for a movie shooting.

(ii) Income from sale of seedlings in a nursery adjacent to the agricultural lands owned by
an assessee. [sMQj] =

Answer

(i) Rent received for letting out agricultural land for a movie shooting:
As per section 2(1A), “agricultural income” means, inter alia,
® any rent or revenue derived from land
® which is situated in India and is used for agricultural purposes.

In the present case, rent is being derived from letting out of agricultural land for a movie shoot, |
which is not an agricultural purpose and hence, it does not constitute agricultural income.

(ii) Income from sale of seedlings in a nursery:

As per Explanation 3 to section 2(1A), income derived from saplings or seedlings grown in a

nursery is deemed to be agricultural income, whether or not the basic operations were carried out |
on land.

Therefore, the amount received from sale of seedlings in a nursery adjacent to the agricultural |
lands owned by the assessee constitutes agricultural income.

Question 17

Mr. Raja, a resident Indian, earns income of ¥ 10 lakhs from sale of coffee grown and cured
in India during the A.Y.2024-25. His friend, Mr. Shyam, a resident Indian, earns income of ¥
20 lakhs from sale of coffee grown, cured, roasted and grounded by him in India during the
A.Y.2024-25. What would be the business income chargeable to tax in India of Mr. Raja and
Mr. Shyam? [SMQ.]

Answer
In case of income derived from the sale of coffee grown and cured by the seller in India, 25% income
on such sale is taxable as business income. In case of income derived from the sale of coffee grown,
cured, roasted and grounded by the seller in India, 40% income on such sale is taxable as business

income.
Business income of Mr. Raja = 25% of T 10 lakhs =% 2.5 lakhs
Business income of Mr. Shyam = 40% of X 20 lakhs =X 8 lakhs
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Question 1
Mr. Anand is an Indian citizen and a member of the crew of a Slnaapor%ﬁgr‘]’”d, Indian ship
engaged in carriage of passengers in international traffic departing ’romth r]gl p?rtl on 6th
June, 2023. From the following details for the P.Y. 2023724, dgtgrmlne e resi ential statys
of Mr. Anand for A.Y. 2024-25, assuming that his stay in India in the last 4 previous yearg

(preceding P.Y. 2023-24) is 400 days: [SMQ,
Particulars Date
Date entered into the Continuous Discharge Certificate in respect of 6" June, 2023

joining the ship by Mr. Anand

Date entered into the Continuous Discharge Certificate in respect of| 9" December, 2023
signing off the ship by Mr. Anand

—

Answer 1

In this case, since Mr. Anand is an Indian citizen and leaving India during PY 2023-24 as a member
of the crew of the Indian ship, he would be resident in India if he stayed in India for 182 days or

more.

The voyage is undertaken by an Indian ship engaged in the carriage of passengers in international
traffic, originating from a port in India (i.e., the Chennai port) and having its destination at a port
outside India (i.e., the Singapore port). Hence, the voyage is an eligible voyage for the purposes of

section 6(1).

Therefore, the period beginning from 6™

June, 2023 and ending on 9th December, 2023, being the

dates entered into the Continuous Discharge Certificate in respect of joining the ship and signing off

from the ship by Mr. Anand, an Indian cit
excluded for computing the period of his s
31 + 30 + 9] have to be excluded from th
period of stay in India during the P.Y. 202
his period of stay in India during the P.Y.

2024-25.
Question 2

izen who is a member of the crew of the ship, has to be
tay in India. Accordingly, 187 days [25 + 31 + 31 + 30 +
e period of his stay in India. Consequently, Mr. Anand’s
3-24 would be 179 days [i.e., 366 days — 187 days]. Since
2023-24 is less than 182 days, he is a non-resident for A.Y.

Brett Lee, an Australian cricket player visits India for 100 days in every financial year. This

has been his practice for the past 10 financial ye

ars.

(a) Find out his residential status for the assessment year 2024-25.

(b) Would your answer change if the above facts relate to Srinath, an Indian citizen who
resides in Australia and represents the Australian cricket team?

(c) What would be your answer if Srinath had visited India for 120 days instead of 100 days
every year, including P.Y.2023-247?

[SM Q.]
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Chapter 2: Residence and Scope of Total Income

Question 3

Mr. B, a Canadian citizen, comes to India for the first time during the P.Y. 2019-20. During
the financial years 2019-20, 2020-21, 2021-22, 2022-23 and 2023-24, he was in India for 55
days, 60 days, 90 days, 150 days and 70 days, respectively. Determine his residential
status for the A.Y. 2024-25. (SMa;]

Question 4

The business of a HUF is transacted from Australia and all the policy decisions are taken
there. Mr. E, the Karta of the HUF, who was born in Kolkata, visits India during the P.Y.
2023-24 after 15 years. He comes to India on 1.4.2023 and leaves for Australia on
1.12.2023. Determine the residential status of Mr. E and the HUF for A.Y. 2024-25. [SM Q.]

Question 5

Mr. David, an Indian citizen aged 40 years, a Government employee serving in the Ministry
of External Affairs, left India for the first time on 31.03.2023 due to his transfer to High
Commission of Canada. He did not visit India any time during the previous year 2023-24. He
has received the followmg income for the Financial Year 2023- 24

S. No. s Partlculars il e et T
(i) Salary (Computed) 5,00,000
(i) |Foreign Allowance [not included in (i) above] 4,00,000
(i)  |Interest on fixed deposit from bank in India 1,00,000
(iv) Income from agriculture in Nepal 2,00,000
(v) Income from house property in Nepal 2,50,000
Compute his Gross Total Income for Assessment Year 2024-25. [SMQ.]
Answer 5

As per section 6(1), Mr. David is a non-resident for the A.Y. 2024-25, since he was not present in
India at any time during the previous year 2023-24.

As per section 5(2), a non-resident is chargeable to tax in India only in respect of following incomes:
(i) Income received or deemed to be received in India; and
(ii) Income accruing or arising or deemed to accrue or arise in India.

In view of the above provisions, income from agriculture in Nepal and income from house property
in Nepal would not be chargeable to tax in the hands of David, assuming that the same were received
in Nepal. Income from ‘Salaries’ payable by the Government to a citizen of India for services
rendered outside India is deemed to accrue or arise in India as per section 9(1)(iii). Hence, such
income is taxable in the hands of Mr. David, even though he is a non-resident.

However, allowances or perquisites paid or allowed as such outside India by the Government to a
citizen of India for rendering service outside India is exempt under section 10(7). Hence, foreign
allowance of Z 4,00,000 is exempt under section 10(7) in the hands of Mr. David.

Gross Total Income of Mr. David for A.Y. 2024-25

Particulars %
Salaries (computed) 5,00,000
Income from other sources (Interest on fixed deposit in India) 1.00.000
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6,00.0
Gross Total Income - [ : o —’\’M'
Question 6

USD to Mr. Kulasekhara, a management Consultant

practising in Colombo, specializing in project financing. The payr;eint was r.nactle. i”ICOI'Ombo_
Mr. Kulasekhara is a' non-resident. The consultancy 1s related to a Frg!ecf in India wity
possible Ceylonese collaboration. Is this payment chargeable to tax in India in the hands of

Mr. Kulasekhara, since the services were used in India? [SM Q]

Answer 6 - : -
A non-resident is chargeable to tax in respect of inf:onje rec_cived outside India only if such INcome
accrues or arises or is deemed to accrue or arise to him in India. . ) .
The income deemed to accrue or arise in India under section 9 comprises, mtgr alia, income by way
of fees for technical services, which includes any consideration for rendering of any manager'iaL
technical or consultancy services. Therefore, payment to a man?ge{?ent consultant relating to projec
financing is covered within the scope of “fees for technical services™.
The Explanation below section 9(2) clarifies that income by way of, inter alia, fees for technica
services, from services utilized in India would be deemed to accrue or arise in India in case of a nop-
resident and be included in his total income, whether or not such services were rendered in India or
whether or not the non- resident has a residence or place of business or business connection in India.

In the instant case, since the services were utilized in India, the payment received by Mr.
Kulasekhara, a non-resident, in Colombo is chargeable to tax in his hands in India, as it is deemed to

accrue or arise in India.

Miss Vivitha paid a sum of 5000

Question 7

Compute the total income in the hands of an individual aged 35 years, being a resident and
ordinarily resident, resident but not ordinarily resident, and non- resident for the A.Y. 2024-

25 [SM Q]
Particulars Amount (3)

Interest on UK Development Bonds, 50% of interest received in India 10,000

Income from a business in Chennai (50% is received in India) 20,000

Short term capital gains on sale of shares of an Indian company received 20,000

in London

Dividend from British company received in London 5,000

Long term capital gains on sale of plant at Germany, 50% of profits are 40,000

received in India

Income.earnec.i frorp busjness in Germany which is controlled from Delhi (% 70,000

40,000 is received in India)

Profits from a business in Delhi but managed entirely from London 15,000

Income from house property in London deposited in a Bank at London, 50,000

brought to India (Computed)

Interest on debentures in an Indian company received in London 12,000

Fees for technical services rendered in India but received in London

8,000
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Chapter 2: Residence and Scope of Total Income

Particulars Amount (%)
Profits from a business in Mumbai managed from London 26,000
Income from property situated in Nepal received there (Computed) 16,000
Past foreign untaxed income brought to India during the previous year 5,000
::gfame from agricultural land in Nepal, received there and then brought to 18,000
:)nu(iosr;(ee :{?:I r;l)(;?;ession in Kenya which was set up in India, received there 5,000
Gift received on the occasion of his wedding 20,000
Interest on savings bank deposit in State Bank of India 12,000
Income from a business in Russia, controlled from Russia 20,000
Dividend from Reliance Petroleum Limited, an Indian Company 5,000
Agricultural income from a land in Rajasthan 15,000

Question 8

Mr. Ram, an Indian citizen, left India on 22.09.2023 for the first time to work as an officer of
a company in Germany. Determine the residential status of Ram for the assessment year
2024-25. [SMQ.]

Answer 8

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

(1) He has been in India during the previous year for a total period of 182 days or more, or

(i1) He has been in India during the 4 years immediately preceding the previous year for a total period
of 365 days or more and has been in India for at least 60 days in the previous year.

In the case of Indian citizens leaving India for employment, the period of stay during the previous
year must be 182 days instead of 60 days given in (ii) above.

During the previous year 2023-24, Mr. Ram, an Indian citizen, was in India for 175 days only (i.e.,
30+31+30+31+31+22 days). Thereafter, he left India for employment purposes.

Since he does not satisfy the minimum criteria of 182 days stay in India during the relevant previous
year, he is a non-resident for the A.Y. 2024-25.

Question 9

Mr. Dey, a non-resident, residing in US since 1990, came back to India on 1.4.2022 for
permanent settlement. What will be his residential status for assessment year 2024-25?

[SM Q]

Answer 9
Mr. Dey is a resident in A.Y. 2024-25 since he has stayed in India for a period of 365 days (more
than 182 days) during the P.Y. 2023-24.
As per section 6(6), a person will be “Not ordinarily Resident” in India in any previous year, if such
person, inter alia,:
(a) has beenfél non-resident in 9 out of 10 previous years preceding the relevant previous year; or
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(b) has during the 7 previous years immediately preceding en ip Ingi,
for 729 days or less.

. . iti he would be
If'he does satisfy either of these conditions, L
['he does not satisfy either of t Y. 2024-25), his status would be “Resident but n Ordingy,,
G QEHRE L 9 out of 10 previous years immediately preceding he p y

a resident and ordinarily resident,

For the previous ye

resident” since he was non-resident in . . la A the fact that he has stqyeq . . ''-
2023-24. He can be rlcqidcnl but not ordinarily resident also due to ‘ 45 Slayed jp Indi,

only for 365 days (i.e., less than 730 days) in 7 previous years immediately preceding the PY 2003
24,

Question 10 o
Mr. Ramesh & Mr. Suresh are brothers and they earned thﬁ follov:ln1gg érécomgs during tne
financial year 2023-24. Mr. Ramesh settled in Canada in ése yea and Mr. Suregy,
settled in Delhi. Compute the total income for the A.Y. 2024-25. [SM Q]

Sr.No. | Particulars Mr. Ramesh
()

L_\_‘ i |
1. Interest on Canada Development Bonds (only 35,000 40,000"'
50% of interest received in India) |
S
2. |Dividend from British company received in London 28,000 20,0005
e
3. Profits from a business in Nagpur, but managed 1,00,000 1,4()’000:\
directly from London 3
4. [Short term capital gain on sale of shares of an 60,000 90,000j

Indian company received in India J

5. Income from a business in Chennai 80,000 70,000

6. Fees for technical services rendered in India, but 1,00,000 _--_‘J
received in Canada l
7. Interest on savings bank deposit in UCO Bank, 7,000 12,000
Delhi
8. Agricultural income from a land situated in Andhra 55,000 45,000
Pradesh
9. Rent received in respect of house property at 1,00,000 60,000
; Bhopal
10. Life insurance premium paid -— 30,000
Answer 10
| Computation of total income of Mr. Ramesh & Mr. Suresh for the A.Y. 2024-25
S. ' Particulars Mr. Ramesh | Mr. Suresh
No. (Non- Resident) | (Resident)
®) ®)
1. |Interest on Canada Development Bond (See Note 2) 17,500 40,000
2. |Dividend from British Company received in London (See B 20,000
Note 3)
3. |Profits from a business in Nagpur but managed directly from 1,00,000 1,40,000
London (See Note 2) -] L
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S i ¢ er 2: Resic : e

4. |Short term capital gain on sale of shares of an Indian 60,000 90,000
company received in India (See Note 2)

5. |Income from a business in Chennai (See Note 2) ErEG IS

6. |Fees for technical services rendered in India, but received in 1,00,000 )
Canada (See Note 2)

7. |Interest on savings bank deposit in UCO Bank, Delhi (See 7,000 L

Note 2)

8. | Agricultural income from a land situated in Andhra Pradesh - 2
(See Note 4)

9. |Income from house property at Bhopal (See Note 5) 70,000 42,000
Gross Total income 4,34,500 4,14,000
Less: Deduction under Chapter VI-A
Section 80C - Life insurance premium N 30,000
Section 80TTA (See Note 6) 7,000 10,000
Total Income 4,27,500 3.,74,000
Notes:

1. Mr. Ramesh i§ a non-resident since he has been living in Canada since 1996. Mr. Suresh, is
settled in Delhi, and thus, assumed as a resident and ordinarily resident.

2. In case of a resident and ordinarily resident, his global income is taxable as per section 5(1).
However, as per section 5(2), in case of a non-resident, only the following incomes are
chargeable to tax:

(i) Income received or deemed to be received in India; and
(ii) Income accruing or arising or deemed to accrue or arise in India.

Therefore, fees for technical services rendered in India would be taxable in the hands of Mr.
Ramesh, even though he is a non-resident.

The income referred to in Sl. No. 3,4,5 and 7 are taxable in the hands of both Mr. Ramesh and
Mr. Suresh since they accrue or arise/ deemed to accrue or arise in India.

Interest on Canada Development Bond would be fully taxable in the hands of Mr. Suresh,
whereas only 50%, which is received in India, is taxable in the hands of Mr. Ramesh.

3. Dividend received from British company in London by Mr Ramesh, a non- resident, is not
taxable since it accrued and is received outside India. However, such dividend received by Mr.
Suresh is taxable, since he is a resident and ordinarily resident.

4. Agricultural income from a land situated in India is exempt under section 10(1) in the case of
both non-residents and residents.

5. Income from house property-

Mr. Ramesh Mr. Suresh
® )
Rent received 1,00,000 60,000
Less: Deduction under section 24(a) @30% 30,000 18,000
Net income from house property __70,000 42,000

The net income from house property in India would be taxable in the hands of both Mr. Ramesh
and Mr. Suresh, since the accrual and receipt of the same are in India.
6. In case of an individual, interest upto 7 10,000 from savings account with, inter alia, a bank is
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Chapter 2: Residence and Scope of Total A
. s nact] 0TTA.
allowable as deduction under section 8
Question 11 " deemed to accrue i
Examine th tness or otherwise of the sta\tement;j f'ng;’fg’; bBEhniEa] S5yl ias grtaflse
in India to & non-resident by way of Interest, royaly and fe [SM o
taxed irrespective of territorial nexus”.
Answer 11
This statement is correct. e i eV
§ f interes alty or fees for technical se :
As per Explanation to section 9, income by way of mlluu. 1‘. (r:/)i/ (Iv)i/) and (vii) of section 9( l)rvﬁlhcael?
Which is deemed to accrue or arise in India by virtue of Ll‘mbh nol1 B
\ N b e sther or not -
be included in the total income of the non- resident, whe . S Bt
(1) non-resident has a residence or place of business or business ¢ )
1i > non-resident has rendered services in India. _ N
(1) 1|:l(, non lL-SldLl'l " fees for technical services, interest or royalty from services utiliseq in
In effect, the income oy way of fses b dia in case of a non-resident and be included in his
India would be deemed to accrue or arise in India in

: - i i ective of whether t )
total income, whether or not such services were reqdered in lndi?oini?] lIfrFlZS;Z he non
resident has a residence or place of business or business connec .

Question 12

Examine with reasons whether the following transactions attract income-tax in India in the
hands of recipients:

(i) Salary paid by Central Government to Mr. John, a citizen of India 2 7,00,000 for the
services rendered outside India.

(i) Interest on moneys borrowed from outside India ¥ 5,00,000 by a non-resident for the
purpose of business within India say, at Mumbai.

(iii) Post office savings bank interest of 19,000 received by a resident assessee, Mr. Rgm,
aged 46 years. if he exercises the option of shifting out of the default tax regime
provided u/s 115BAC(1A).

(i) Royalty paid by a resident to a non-resident in respect of a business carried on outside
India.

(i) Legal charges of ¥ 5,00,000 paid in Delhi to a lawyer of United Kingdom who visited

India to represent a case at the Delhi High Court. [SM Q]
Answer 12
Taxable/Not | Amount liable Reason
Taxable to tax (3)
(1) |Taxable 6,50,000 As per section 9( 1)(iii), salaries payable by the Government

to a citizen of India for service rendered outside India shall

since he is a citizen of India. He would be entitled to
standard deduction of # 50,000 under section 16(ia).

(i1) |Taxable 5,00,000 As per section A1)(v)(c)

. interest payable by a non-
ed and used for the purposes of
person in India shall be deemed
the hands of the recipient.

(iii) [Partly Taxable 5,500 The interest on Pogt Office Sa

vings Bank a/c, would be
4 CA Bhanwar Borana
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Reason

exempt u/s I()(l?)(i), only to the extent of ¥ 3,500 in case
of an individual a/c. Further, interest upto ¥ 10,000, would
be allowed as deduction u/s 80TTA from Gross Total
Income. Balance ¥ 5,500 i.e., ¥ 19,000 - ¥ 3,500 - ¥ 10,000
would be taxable in the hands of Mr. Ram, a resident.

Royalty paid by a resident to a non-resident in respect of a
business carried outside India would not be taxable in the
hands of the non-resident provided the same is not received
in India. This has been provided as an exception to deemed
accrual mentioned in section 9(1)(vi)(b).

_\\
Taxable/Not Amount liable
Taxable to tax (%)
- _\__‘
(1v) |Not Taxable .
(v) |Taxable 5,00,000

In case of a non-resident, any income which accrues or
arises in India or which is deemed to accrue or arise in
India or which is received in India or is deemed to be
received in India is taxable in India.

Therefore, legal charges paid in India to a non- resident
lawyer of UK, who visited India to represent a case at the
Delhi High Court would be taxable in India.

Question 13

Mr. Shridhar (age 45 years), a citizen of India, serving in the Ministry of Finance in India,
was transferred to Indian Embassy in Australia on 15th March 2023. His income during the
financial year 2023-24 is given hereunder:

Particulars

3

remitted to Indian bank account.

Rent from a house situated at Australia, received in Australia. Thereafter, 5,25,000

Interest on Post office savings bank account in India 4,500

Salary from Government of India 9,25,000

Foreign Allowances from Government of India 8,00,000

Mr. Shridhar did not come to India during the financial year 2023-24. Compute his Gross

Total Income for the Assessment year 2024-25. [MTP Q.]
Answer 13

Mr. Shridhar is a non-resident for the A.Y.2024-25, since he was not present in India at any time
during the previous year 2023-24 [Section 6(1)].

As per section 5(2), a non-resident is chargeable to tax in India only in respect of following incomes:
(i) Income received or deemed to be received in India; and

(i) Income accruing or arising or income deemed to accrue or arise in India.
Computation of Gross Total Income of Mr. Shridhar for A.Y. 2024-25
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Particulars 7
Salaries 925 000
Salary from Government of India
(Income chargeable under the head ‘Salaries’ payable by the Government to a citizen of
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i i

Particulars _ l';u{,(,’({(,[.uc?i arise in India under|
Mndia for o1 dia is deemed (0 M Sheidhar a eifioan ¢
India for services rendered outside Indi : ands of Mr. Shridhar, a citizen of
section 9(1)(iii). Hence, such income is taxable in the hand:

n i side India)
: endering services outside
India. eve ‘- _resident and rendering ) |
18, even though he is a non-res AN
e . —— R —

-~

. —

. Ni|
“orei /ance from Government of India . : » Governme
Foreign Allowance from Gover as such outside India by the Government
ad « )

 thnn mntd Ak >d .
[Any allowances or perquisites paid or allowe xempt under section 10(7)]

- A : vice outside India is e
to a citizen of India for rendering service outside c

9,25,
Gross Salary . o D)
~ " . ITOSS § n
Less: Standard Deduction under section 16(ia) of ¥ 50,000, being lower of gross salary 50,000
or ¥ 50,000
8,75,000
Income from House Property Ni]

Rent from a house situated at Australia, received in Australia

: . i ia in the hands
(Income from property situated outside India Woulq not l?e taxa.blc.et l(l; “;1111:?1 o averna
of a non-resident, since it neither accrues or arises in India nor is it dee
arise in India nor is it received in India)

Income from Other Sources

Interest on Post office savings bank account — exempt upto¥ 3,500

Gross Total Income

Note — Interest on Post office saving bank account of ¥ 1,000 would be allowed as deduction under
section 80TTA.

Question 14

You are required to determine the residential status of Mr. Dinesh, a citizen of India, for the
previous year 2023-24.

Mr. Dinesh is a member of crew of a Singapore bound Indian ship, carrying passengers in
the international waters, which left Kochi port in Kerala, on 16th August, 2023.

Following details are made available to you for the previous year 2023-24:

Particulars Date

Date entered into the Continuous Discharge Certificate in respect| 16th August, 2023
of joining the ship by Mr. Dinesh

Date entered into the Continuous Discharge Certificate in respect|21st January, 2024
of signing off the ship by Mr. Dinesh

In June, 2023, he had gone out of India
27 days.

During the last four years preceding the previous year 2023-24, he was present in India for

425 days. During the last seven previous years preceding the previous year 2023-24, he
was present in India for 830 days. [RTP NOV-20 Q.]

Answer 14

to Dubai on a private tour for a continuous period of

Determination of residential status of Mr. Dinesh for the P.Y, 2023-24

As per Explanation 1 to section 6(1), where an Indian citizen leaves India as a member of crew of an

Indian ship, he will be resident in India only if he stayed in India for 182 days during the relevant
previous year.
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of the crew of a foreign | in case of an individual, being a citizen of India and a member
C Clo 2 ' .
gh bound ship leaving India, the period or periods of stay n India shall, n

[(t:ﬂ:it:u::,:‘[])i:]c‘l%::l,k‘ ;“\"EL m\! include ”le period commencing from the date c‘nylvr(:(l into Ih(:
ey ey ge Lertificate in respect of joining of ship by the said individual for the eligible
voyage .md. Ll\fhﬂg on the date entered into the Continuous Discharge Certificate in respect of signing
off by that individual from the ship in respect of such \'«)yglgc o '

Eligible voyage includes a voyag '
in international tr y
India.

As per Explanation 2 (o section 6(1)1.

affi } VOoyage undertaken by an Indian ship engaged in the carriage of passengers
AHIC, onginating from any port in India and having its destination at a port outside

In this case, voyage is undertaken by
passengers In international traffic, origin
destination at a port outside India (i.e.

Therefore, the period from 16th Ay
for computing the period of stay
[16+30+31+30+31+21]
P.Y.2023-24.

a foreign bound Indian ship engaged in the carriage of
ating from a port in India (i.e., the Kochi port) and having 1ts
the Singapore port). Hence, the voyage is an eligible voyage.
gust, 2023 and ending on 21st January, 2024 has to be excluded
of Mr. Dinesh in India. Accordingly, the period of 159 days
has to be excluded for computing the period of his stay in India during the

Further, since Mr. Dinesh had also gone out of India to Dubai on a private tour for a continuous

Perioq of 27 days in June, 2023, such period has also to be excluded for computing his period of stay
in India during the P.Y.2023-24.

Consequently, the period of stay in India during the P.Y. 2023-24 would be 180 days [i.e., 366 days —
159 days — 27 days], which is less than 182 days.

Thus, Mr. Dinesh would be a non-resident for A.Y. 2024-25.

Since the residential status of Mr. Dinesh is “non-resident” for A.Y. 2024-25 consequent to his

number of days of stay in India in P.Y. 2023-24, being less than 182 days, his period of stay in India
in the earlier previous years become irrelevant.

Question 15

Determine the residential status and total income of Mr. Raghu for the assessment year =

2024-25 from the information given below.

Mr. Raghu (age 62 years), an American citizen, is employed with a multinational company in
Gurugram. Mr. Raghu holds a senior level position as researcher in the company, since

2009. To share his knowledge and finding in research, company gave him an opportunity to 8

travel to other group companies outside India while continuing to be based at the Gurugram
office.

The details of his travel outside India for the financial year 2023-24 are as under:

Country Period of stay
USA 25 August, 2023 to 10 November, 2023
UK 20 November, 2023 to 23 December, 2023
Germany 10 January, 2024 to 24 March, 2024

During the last four years preceding the previous year 2023-24, he was present in India for
380 days. During the last seven previous years preceding the previous year 2023-24, he
was present in India for 700 days. During the P.Y. 2023-24, he earned the following

incomes:

(1) Salary ¥ 15,80,000. The entire salary is paid by the Indian company in his Indian bank
account.

(2) Dividend amounting to Z 48,000 received from Treat Ltd., a Singapore based company,
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t in Singapore.
which was transferred to his bank accoun

M ds
e BAC] [
credited to his saving account. [lgnore 115 _]
Answer 15 P Q

Determination of residential status . 023-24, if he satisfies any one of the g,
Mr. Raghu would be a resident in India in P.Y. 2023-24,

OWing
rons  for a total period of 182 days or more, or

' i i i s previous year for ¢ ' !

1) He has been in India during the pre ' s o o |
(1) ) 2 ; diately preceding the previous year for a toy Periog
(i1) He has been in India during the 4 years imme lcatt 60 daye imthe:previoms yoer:

0f 365 days or more and has been in India for at leas

If 1 tisfi f the mentioned above, he is a resident. If both the above conditiong are nog
1¢ satisfies any one o :
satisfied, he would be a non-resident.

, i 3 — 186 daysg
During the P.Y. 2023-24 M. Raghu stayed in India for 180 days i.e., 366 days > days [

. AYs [78 days 4
34 days + 74 days] and 380 days i.e., more tl?an 365 dz_ays during the ipr;:sce:lrrlfssjr::tio;s {egrs, He
satisfies the second basic condition for being a resident. Hence, he ndia fq,
A.Y .2024-25.

A person would be “Not ordinarily Resident” in India in any previous year, if such Person, inter ;.

(@) has been a non-resident in 9 out of 10 previous years preceding the relevant previous year; or
(b) has during the 7 previous

years immediately preceding the relevant previous year been in Indis
for 729 days or less.

For the previous year 2023-24, Mr. Raghu would be “Resident but not ordinarily resident” since he
stayed for less than 729 days during the 7 previous years immediately preceding P.Y. 2023-24.

Computation of total income of Mr. Raghu for A.Y.2024-25

Particulars X
e AT

mount ()
—\\
(1) |Salary from Indian company received in a bank account in 15,00,000

India

Less: Standard deduction u/s 16(ia)

50,000 14,50,000
S i
(2) |Dividend of ¥ 48,000 received i

from Singapore based company transferred to Nil
his bank account in Singapore is not taxable in the hands of the resident but
not ordinarily resident since the income has neither accrued or arisen in India
nor has it been received in India.
(3) |Interest on fixed deposit with PNB credited to his savings bank account is 10,500
taxable in the hands of My Raghu as Income from

Gross Total Income

14,60,500
Less: Deduction u/s 80TTB

Total Income

14,50,000

Question 16

She received the following gifts from her relatives ang friends during 01-04-2023 to 31-03-
2024 in India:
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From parents of husbang 271,000
From married sister of husband T 21 ‘UOO
From tw i '

O very close friends of her husband ¥ 1,41,000 and ¥ 1,21,000 2,62,000

(i) Determine her residentia _
Assessment Year 2024-2§.tatus and compute the total income chargeable to tax for the

(i) Will the residential status i : .
instead of 20-02-20247 change if she had returned to India again on 20[-'3}-5054]1

( !

Particulars

Hnder sectlgn 6(1), an individual is said to be resident in India in any previous year,
if he/she satisfies any one of the following conditions:

(1) He/she has been in India during the previous year for a total period of 182 days
or more, or

(i1) He/she has been in. India during the 4 years immediately preceding the previous
year _for a total period of 365 days or more and has been in India for at least 60
days in the previous year.

If an individual satisfies any one of the conditions mentioned above, he/she is a

reszlent. If both the above conditions are not satisfied, the individual is a non-

resident.

Therefore, the residential status of Miss Bhanushali, an American National, for
A‘Y'.2024_25 has to be determined on the basis of her stay in India during the
previous year relevant to A.Y. 2024-25 i.e. P.Y.2023-24 and in the preceding four

assessment years.
Her stay in India during the previous year 2023-24 and in the preceding four years

are as under:
P.Y. 2023-24

01.04.2023 to 11.08.2023 - 133 days
20.02.2024 to 31.03.2024 - 41 days
Total 174 days
Four preceding previous years

P.Y.2022-23 [14.2.2022 to 31.3.2023] - 47 days

P.Y.2021-22 - Nil
P.Y.2020-21 - Nil
P.Y.2019-20 - Nil
Total 47 days

The total stay of Miss Bhanushali during the previous year in India was less than 182
days and during the four years preceding this year was for 47 days.
Therefore, due to non-fulfillment of any of the two conditions for a resident, she
would be treated as non-resident for the Assessment Year 2024-25.

Computation of total income of Miss Bhanushali for the A.Y. 2024-25

Income from other sources

ives is chargeable to tax as per section 56(2) (x) if the

Gifts received from non-relat
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e Partionlars ool gl S il L ’
s e oxceeds T 50,000. ’
aggregate value of such gifts exceeds T 5

husband would be exempt, since parents of

, . of - i
© ¥71,000 received from parents | atives’ and gifts from a relative are not
atives

husband fall within the definition of rel
chargeable to tax.
- ¥ 21,000 received from mm:rie
falls within the definition of rel
(o tax.
* her d ¥ 1,41,000 and ¥ 1,21,000
i el ' two friends of her husban e
a?glgre‘;;?:l\éeg) ;rgn612 000 is taxable under section 56(2)(x) since the aggregate of

3 2,62,000 exceeds T 50,000.

Total Income

d sister-in-law is exemplt, since sister of husband
"u‘iv‘e and gifts from a relative are not chargeable

2620q

(i) Determination of residential status of Miss Bhanushali (if she returned to India
20.1.2024)

Particulars

Yes, the answer would change, if she had returned to India again on 20.1.2024
instead of 20.2.2024.

In such case, her stay in India during the previous year 2023-24 would be:

01.04.2023 to 11.08.2023 - 133 days
20.01.2024 to 31.03.2024 - 72 days
Total 205 days

Since she satisfies the condition of stay in India for more than 182 days during the
previous year 2023-24, she would become resident in India. She would be a resident
but not ordinarily resident in India for A.Y. 2024-25, since her stay in India in the
preceding seven years is less than 730 days (it is only 47 days)'

' In the alternative, an individual can be treated as not ordinarily resident if she is non-resident in

any 9 out of 10 preceding assessment years. In this case, Miss Bhanushali is a non-resident in al|

10 preceding assessment years. She was in India for only 47 days in A.Y.2024-25 and never
visited India earlier.
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CHAPTER

Question 1

Mr. Ravi retired on 15.6.2023 after ¢
gratuity of ¥ 15,00,000. At the time o

Basic Salary

ompletion of 26 years 8 months of service and received
f retirement, his salary was:

¥ 50,000 p.m.

¥ 10,000 p.m. (60% of which is for retirement benefits)
1% of turnover (turnover in the last 12 months was

< 1,20,00,000)
Bonus : 25,000 p.a.
Compute his taxable gratuity assuming:

Dearness Allowance
Commission

(a) He is private sector employee and covered by the Payment of Gratuity Act, 1972.

(b) He is private sector employee and not covered by Payment of Gratuity Act, 1972.
(c) He is a Government employee. [SMQ.]

Question 2

Mr. Sagar who retired on 1.10.2023 is receiving ¥ 5,000 p.m. as pension. On 1.2.2024, he

commuted 60% of his pension and received ¥ 3,00,000 as commuted pension. You are
required to compute his taxable pension assuming:

(a) He is a government employee.

(b) He is a private sector employee and received gratuity of ¥ 5,00,000 at the time of
retirement.

(c) He is a private sector employee and did not receive any gratuity at the time of
retirement. [SM Q.]

Question 3

Mr. Gupta retired on 1.12.2023 after 20 years of service and received leave salary of
Z 5,00,000. Other details of his salary income are:

Basic Salary : ¥5,000 p.m. (X 1,000 was increased w.e.f. 1.4.2023)
Dearness Allowance : ¥3,000 p.m. (60% of which is for retirement benefits)
Commission : ¥500 p.m.

Bonus - ¥1,000 p.m.

Leave availed during service : 480 days

He was entitled to 30 days leave every year.
You are required to compute his taxable leave salary assuming:
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(@) He is a government employee.

' S
(b) He is a non government employee. [Sm Q)
Question 4
Mr. Raj Kumar has the following receipts from his employer: o
(1) Basic pay . 6-800 p.m,
(2) Dearness allowance (D.A.) ?50' o
(3) Commission 000 p 3,
(4) Motor car for personal use (expenses met by the employer) : 1,500 p.m,
(5) House rent allowance 15,000 p.m,

Find out the amount of HRA eligible for exemption to Mr. Raj Kumar assuming that he paid
a rent of ¥ 16,000 p.m. for his accommodation at K_anpur. D_/‘\_ forms p?ﬁ of salary for
retirement benefits. Mr. Raj Kumar exercises the option of shifting out of the defayit tax
regime provided u/s 115BAC(1A). [SMQ]

Question 5

Mr. Srikant has two sons. He is in receipt of children education aIIoquce of ¥ 150 p.m. for
his elder son and ¥ 70 p.m. for his younger son. Both his sons are going to school. He also
receives the following allowances:

Transport allowance : ¥ 1,800 p.m.
Tribal area allowance : ¥ 500 p.m.

Compute his taxable allowances. Mr. Srikant exercises the option of shifting out of the
default tax regime provided u/s 115BAC(1A). [SMQ]

~ Answer5

Taxable allowance in the hands of Mr. Srikant is computed as under —
Children Education Allowance:

Elder son [(X 150 —% 100) p.m. x 12 months] =3 600

Younger son [(¥ 70 — % 70) p.m. x 12 months] = Nil T 600
Transport allowance (Z1,800 p.m. x 12 months) < 21,600
Tribal area allowance [(Z 500 — T 200) p.m. % 12 months] 3,600

Taxable allowances T 25,800

3 Question 6

Mr. A retires from service on December 31, 2023, after 25 years of service. Following are
the particulars of his income/investments for the previous year 2023-24:

Particulars T
Basic pay @ ¥ 16,000 per month for 9 months

Dearness pay (50% forms part of the retirement benefits
for 9 months

Lumpsum payment received from the Unrecognized Provident Fund
Deposits in the PPF account

1,44,000
) ¥ 8,000 per month 72,000

6,00,000
40,000

gnised provident fund, the employer's
on ¥ 50,000. The employee'’s contribution

Out of the amount received from the unreco
contribution was ¥ 2,20,000 and the interest there
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was ¥ 2,70,000 and the in Chapter 3: Incom

aelved o e Unrecoter'eSt theregn ¥ 60,000. What is the taxable portion of the amount

2024-257 9nized provident fund in the hands of Mr. A for the assessment

year . . M QJ
Answer 6

Taxable portion of the amount rece: . y .
computed hereunder: received from the URPF in the hands of Mr. A for the A.Y. 2024-25 is

R AR R .

2k __ Particulars _ P T
Amount taxable under the head “Salg;—;i;;-:Q o : 1
Employer’s share in the Payment received from the URPF 220,000
Interest on the employer’s share 50.000
i 2,70,000

Amount taxable under the head “Income from Other Sources™:

Interest on the employee’s share 60,000

Total amount taxable from the amount received from the fund 3,30,000

Note: Since the employee is not el igible for deduction under section 80C Jor contribution to URPF at

the tfme of such CO”.”"'bW"O"’v the employee’s share received from the URPF is not taxable at the time
of withdrawal as this amount has already been taxed as his salary income.

Question 7
Mr. B is worifing in XYZ Ltd. and has given the details of his income for the P.Y. 2023-24.
You are required to compute his gross salary from the details given below: [sMQ]
Basic Salary % 10,000 p.m.
D.A. (50% is for retirement benefits) % 8,000 p.m.
Commission as a percentage of turnover 0.1%
Turnover during the year % 50,00,000
Bonus % 40,000
Gratuity 3 25,000
His own contribution in the RPF T 20,000
Employer’s contribution to RPF 20% of his basic salary
Interest accrued in the RPF @ 13% p.a. ¥ 13,000
Question 8

Mr. Dutta received voluntary retirement compensation of ¥ 7,00,000 after 30 years 4 months
of service. He still has 6 years of service left. At the time of voluntary retirement, he was
drawing basic salary ¥ 20,000 p.m.; Dearness allowance (which forms_ part of pay) ¥ 5,000
p.m. Compute his taxable voluntary retirement compensation, assuming that he does not

claim any relief under section 89. [SMQ.]

Question 9
Mr. Garg received retrenchment compensation of ¥ 10,00,000 after 30 years 4 months of
service. At the time of retrenchment, he was drawing basic salary ¥ 20,000 p.m.; dearness
allowance ¥ 5,000 p.m. Compute his taxable retrenchment compensation.

21
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Question 10

, i from 1.9.2021. His bag
Ltd. in Mumbai 4
Mr. X is appointed as ?d%ifo ac;f SE:\C He contributes 1(:;:/?3 &L:lstﬁgy gggf-g'n:gnﬁrd%
6,00,000 p.m. He is paid 8% ‘the company con - The
= . d and ; fund as on 142022. 3132023

recognized provident fun - rovident fu . ang
accumulated balance in fe‘jfsggfee an ¥ 46,48,555, rg'spectlvg]lyz. C(_)'m)l?ffutset rt]he Perquisitg
el ?b?'8:1'1t3?'i:ti2ha'nds of Mr. X u/s 17(2)(vii) and 17(2)(viia) for the A y

value chargeable to tax

ic Salary is »

Is

. - 2023,
Prior to 1.9.2021, he was a consulta?t- :‘;ggfe professiona| fegs Wag
-25. Prio SLELE i ession”.,
tzaiaaﬁfé ntiar nesd “Profits and §5ns-of.DUSnEs3; dF pro [Smq)
Question 11

e o el g hre
A Mr. D went on a holiday on 25.12.2023 to Delhi with r\lf:lse mlfgyafﬂg htt Eeioc
' - ége S years; twin daughters — age 3 yc_aars). Thegr was 7 60,000 @
e lotal cast of . reimpurfiﬁ”tgef;l)s grgrisgte the amount of LTC exempt if
ino . ; ) .
:ggrii;esﬁgg LOJu?: :f]rsi?ftmg out of the default tax regime provided u’s 115BAC( 1A),

In the above point A, will there be any diffgrence if among his three chilg
were 5 years old and the son 3 years old? Discuss.

hildren (one s

nomy Class) ang
45,000 for adultg

B.

Answer 1 1

Since the twins’ age i

$ more than the son, Mr. D
children. LTC exempti

on can be availed in respect o

LTC=15,OOOX%=?5,OOO

cannot avail for €xemption for 3] his three
fonly two children. Taxable

LTC exem

Pt would be only ¥ 55,000 (i.e. ¥ 60,000 -3 5,000)
| Question 12

Compute the ta

xable value of the perquisite
from his emplo

in respect of medical facilities received by Mmr. G
Yer during the p.y. 2023-24:

[SMQ,
Medical Premium paid for insuring health of Mr. G T 7,000
Treatment of Mr. G by his family doctor ¥ 5,000
Treatment of M Gina Government hospital T 25,000
Treatment of Mr. G's grandfather i
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Limit specified by RB|
7 75,000

Answer 12

Computati
= PL_2T0n of taxable value of perquisite in the hands of Mr. G
Particulars 7 4

Treatment of Mrs. G e

S A S —

in a Government hospital

Treatment of Mr. G's father (75 years and dependent) abroad 50,000

Expenses of staying abroad of the patient and attendant “;()'rm()
80000

Less: Exempt up to limit specified by RB] 75.000 5,000

Medical premium paid for insuring health of Mr. G -

Treatment of Mr. G by his family doctor 5,000

Treatment of Mr. G’s mother (dependent) by family doctor 8,000

Treatment of Mr. G’s sister (dependent) in a nursing home 3,000

Treatment of Mr. G’s grandfather in a private clinic 12,000

Treatment of Mr. G’s brother (independent) 6,000

Taxable value of perquisite 39,000

Question 13

Mr. C is a Finance Mangger in ABC Ltd. The company has provided him with rent- free
unfurnished accommodation in Mumbai. He gives you the following particulars:

Basic salary <6,000 p.m.
Dearness Allowance < 2,000 p.m. (30% is for retirement benefits)
Bonus 1,500 p.m.

Even though the company allotted the house to him on 1.4.2023, he occupied the same only

from 1.11.2023.

(a) Calculate the taxable value of the perquisite for A.Y.2024-25.

(b) Compute the value of the perquisite if Mr. C is required to pay a rent of ¥ 1,000 p.m. to
the company, for the use of this accommodation.

(c) Compute the value of the perquisite if ABC Ltd. has taken this accommodation on a S
lease rent of ¥ 1,200 p.m. and Mr. C is required to pay a rent of ¥ 1,000 p.m. to the =
company, for the use of this accommodation. Bl

(d) Compute the value of the perquisite if ABC Ltd. has provided a television (WDV X
10,000: Cost ¥ 25,000) and two air conditioners. The rent paid by the company for the
air conditioners is ¥ 400 p.m. each. The television was provided on 1.1.2023. However,
Mr. C is required to pay a rent of ¥ 1,000 p.m. to the company, for the use of this

furnished accommodation. |
(e) Compute the value of the perquisite if Mr. C is a gov_emment employee. The licence fees 5
deterrhined by the Government for this accommodation was ¥ 700 p.m. [smaQ]
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QUest' o
|I\:rn :(4 d Mr. Y orking for M/s. Gama Ltd. As per salary fixation norms, the following
- Xand Mr. Y are w -
perquisites were offered: tic servant for ¥ 500 per month, his employe,

() For Mr. X, who engaged a Céotrg‘f;’e domestic servant i.e. ¥ 500 per month,

reimbursed the entire salary pai .
(i) For Mr. Y, he was provided with a domestic servant @ ¥ 500 per month as part of
remuneration package. ;
You are required to comment on the taxability of the above in the hands of Mr. X an?SmT-QY.
who are not specified employees. ]
Answer 14
In the case of Mr. X, it becomes an oblig

. : . -~ nerauisite will be
employer did not reimburse the same. ”Ll‘lC(?. ic pcrqw_sltch ase of all employees
and will be taxable in the hands of Mr. X. This is taxable in the ¢ .

In the case of Mr. Y, it cannot be considered as an obligali_on'which the emp_loyﬁe would meet._The
employee might choose not to have a domestic servant. This is t'a?(able only in the Easc(:] of specified
employees covered by section 17(2)(iii). Hence, there is no perquisite element in the hands of Mr, vy

ation which the employee would have discharged even i the
covered under section I7(2)iv)

Question 15 |

Mr. X retired from the services of M/s Y Ltd. on 31.01.2024, after completing service of 30

years and one month. He had joined the company on 1.1.1994 at the age of 30 years ang

received the following on his retirement:

(i) Gratuity ¥ 6,00,000. He was covered under the Payment of Gratuity Act, 1972.

(i) Leave encashment of ¥ 3,30,000 for 330 days leave balance in his account. He was
credited 30 days leave for each completed year of service.

(iif) As per the scheme of the company, he was offered a car which was purchased on
30.01.2021 by the company for ¥ 5,00,000. Company has recovered ¥ 2,00,000 from
him for the car. Company depreciates the vehicles at the rate of 15% on Straight Line

Method.
(iv) An amount of ¥ 3,00,000 as commutation of pension for 2/3 of his pension commutation.
(v) Company presented him a gift voucher worth 6,000 on his retirement.
(vi) His colleagues also gifted him a Television (LCD) worth ¥ 50,000 from their own
contribution.
Following are the other particulars:

(i) He has drawn a basic salary of ¥ 20,000 and 50% dearness allowance per month for the
period from 01.04.2023 to 31.01.2024.

(i) Received pension of ¥ 5,000 per month for the period 01.02.2024 to 31.03.2024 after
commutation of pension.

Compute his gross total income from the above for Assessment Year 2024-25 assuming he
exercises the option of shifting out of the default tax regime provided u/s 115BAC(1A).
[SMQ.]
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ence of Bala. Salary of domestic servant is 2

fvant was engaged by him and the salary is reimbursed by the

company (employer).

In case the compan _
perquisite? pany has employed the domestic servant, what is the value of

. per month. No amoun
company for such education facility from Bala. R L

(iv) A gift voucher worth ¥ 10,000 was given on the occasion of his marriage anniversary. It
is given by the company to all employees above certain grade.

(v) Telephone provided at the residence of S

hri Bala and the bil ting to 7 25,
paid by the employer. aggregating to 000

(vi) Housing loan @ 6% per annum. Amount outstanding on 1.4.2023 is Z 6,00,000. Shri
Bala pays ¥ 12,000 per month towards principal, on 5th of each month.

Compute the chargeable perquisite in the hands of Mr. Bala for the A.Y. 2024-25.

The lending rate of State Bank of India as on 1.4.2023 for housing loan may be taken as

10%. [SM Q]
Answer 16

Taxability of perquisites provided by ABC Co. Ltd. to Shri Bala

(1) Domestic servant was employed by the employee and the salary of such domestic servant was
paid/ reimbursed by the employer. It is taxable as perquisite for all categories of employees.

Taxable perquisite value =3 1,500 x 12 =¥ 18,000.

If the company had employed the domestic servant and the facility of such servant is given to the
employee, then the perquisite is taxable only in the case of specified employees. The value of the
taxable perquisite in such a case also would be ¥ 18,000.

(ii) Where the educational institution is owned by the employer, the value of perquisite in respect of
free education facility shall be determined with reference to the reasonable cost of such education
in a similar institution in or near the locality. However, there would be no perquisite if the cost of
such education per child does not exceed ¥ 1,000 per month.

Therefore, there would be no perquisite in respect of cost of free education provided to his child
Arthy, since the cost does not exceed ¥ 1,000 per month.

However, the cost of free education provided to his child Ashok would be taxable, since the cost
exceeds ¥ 1,000 per month. The taxable perquisite value would be ¥ 14,400 (¥ 1,200 x 12).

Note — An alternate view possible is that only the sum in excess of & 1,000 per month is taxable.
In such a case, the value of perquisite would be ¥ 2,400.

25
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(iii) Where the employer has provided movable assets to the employee or any member of hjg

household, 10% per annum of the actual cost of such asset owned or the amount of hire charges
incurred by the employer shall be the value of perquisite. However, this will not apply to Iaptops
and computers. In this case, the movable assets are television, refrigerator and air conditioner ang
actual cost of such assets is T 1,10,000.

The perquisite value would be 10% of the actual cost i.e., ¥ 11,000, being 10% of T 1,10,000.

(iv) The value of any gift or voucher or token in lieu of gift received by the employee or by member

of his household not exceeding ¥ 5,000 in aggregate during the previous year is exempt. In this
case, the amount was received on the occasion of marriage anniversary and the sum exceeds the

limit of ¥ 5,000.

Therefore, the entire amount of ¥ 10,000 is liable to tax as perquisite.

Note- An alternate view possible is that only the sum in excess of ¥ 5,000 is taxable. In such a
case, the value of perquisite would be ¥ 5,000

(v) Telephone provided at the residence of the employee and payment of bill by the employer is a tax

free perquisite.

(vi) The value of the benefit to the assessee resulting from the provision of interest-free or

concessional loan made available to the employee or any member of his household during the
relevant previous year by the employer or any person on his behalf shall be determined as the
sum equal to the interest computed at the rate charged per annum by the State Bank of India
(SBI) as on the Ist day of the relevant previous year in respect of loans for the same purpose
advanced by it. This rate should be applied on the maximum outstanding monthly balance and the

resulting amount should be reduced by the interest, if any, actually paid by him.
“Maximum outstanding monthly balance™ means the aggregate outstanding balance for loan as on the

last day of each month.

The perquisite value for computation is 10% - 6% = 4%

Month B ; Maximum outstanding Perquisite value at
| balanceason last date of 4% for the month (3)

: G D V ~_month )

April, 2023 5,88,000 1,960

May, 2023 5,76,000 1,920

June, 2023 5,64,000 1,880

July, 2023 5,52,000 1,840
August, 2023 5,40,000 1,800
September, 2023 5,28,000 1,760
October, 2023 5,16,000 1,720
November, 2023 5,04,000 1,680
December, 2023 4,92,000 1,640
January, 2024 4,80,000 1,600
February, 2024 4,68,000 1,560
March, 2024 4,56,000 1,520

Total value of this perquisite 20,880
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Total v a;
20 ;‘8'0‘,“'““ of taxable perquisite = ¥ 74,280 [i.e. ¥ 18,000 + T 14,400 + T 11,000 + T 10,000 + ¥

N f - . Vel e Y '
: '0 ‘;d ; n ; f’;; the a/_(una!& views are taken for items (ii) & (iv), the total value of taxable perquisite
vou e\ . .28{) [l.(.’.. ? 18,000 +3 2|4{)(} + ? :”.000 +? 5‘0()0 _i_-‘\f 20,830].

Question 17

gIBm(t:e% ;—:d?- S(')lgﬁed 1200 sweat equity shares to Sri Chand in June 2023. The shares were |

orci e S per share as against the fair market value of ¥ 300 per share on the date of B
Sé 0 09“0” by the allottee viz. Sri Chand. The fair market value was computed in |

accordance with the method prescribed under the Act. |

(i) What is the perquisite value of sweat equity shares allotted to Sri Chand?

(ii) In the case of subsequent sale of those shares by Sri Chand, what would be the cost of |
acquisition of those sweat equity shares? [SMQ.] ’

(i) As per section 17(2)(vi), the value of sweat equity shares chargeable to tax as perquisite shall be ©
the fair market value of such shares on the date on which the option is exercised by the assessee | :

Answer 17 |
l i

: . !

as reduced by the amount actually paid by, or recovered from, the assessee in respect of such |

shares.
Particulars 4 { :
Fair market value of 1000 sweat equity shares @ ¥ 300 each 3,00,000 ‘ :
Less: Amount recovered from Sri Chand 1000 shares @ ¥ 200 each 2,00,000 l 3
Value of perquisite of sweat equity shares allotted to Sri Chand 1,00,000 i
B

(i) As per section 49(2AA), where capital gain arises from transfer of sweat equity shares, the cost of h

acquisition of such shares shall be the fair market value which has been taken into account for i

perquisite valuation under section 17(2)(vi). lf
;.'
l.
fl

Therefore, in case of subsequent sale of sweat equity shares by Sri Chand, the cost of acquisition

would be Z 3,00,000.

Question 18 ‘
X Ltd. provided the following perquisites to its employee Mr. Y for the P.Y. 2023-24 — s

(1) Accommodation taken on lease by X Ltd. for ¥ 15,000 p.m. ¥ 5,000 p.m. is recovered ‘

from the salary of Mr. Y. .~ -

(2) Furniture, for which the hire charges paid by X Ltd. is ¥ 3,000 p.m. No amount is 2

recovered from the employee in respect of the same. el

(3) A Car of 1,200 cc which is owned by X Ltd. and given to Mr. Y to be used both for official
and personal purposes. All running and maintenance expenses are fully met by the |

employer. He is also provided with a chauffeur.

(4) A gift voucher of 10,000 on his birthday. ;
« for the A.Y.2024-25, assuming his |

Compute the value of perquisites chargeable to ta e
salary for perquisite valuation to be ¥ 10 lakh. sMaj
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- Answer 18

; s of Mr. Y for the A.Y.2024-25
Computation of the value of pcrqulsilcs chargeable to tax in the hands o

Amount in T
Particulars
(1) | Value of concessional accommodation
i 1,80,000
Actual amount of lease rental paid by X Ltd.
00
15% of salary i.e., 15% of ¥ 10,00,000 1,50,0
1,50,000
Lower of the above
Less: Rent paid by Mr. Y (T 5,000 x 12) ——M
90,000
Add: Hire charges paid by X Ltd. For furniture 36.000 126,000
provided for the use of Mr. Y (¥ 3,000 x 12)
(2) |Perquisite value of Santro car owned by X. Ltd. and 32,400
provided to Mr. Y for his personal and official use [(Z
1,800 + T 900) x 12]
(3) [Value of gift voucher* b0
Value of perquisites chargeable to tax m
i

* An alternate view possible is that only the sum in excess

of ¥5,000 is taxable. In such 4 case, the
value of perquisite would be ¥ 5,000

2 Question 19

Mr. Goyal receives the following emoluments during the previous year ending 31.03.2024.

Basic pay 3T 40,000
Dearness Allowance < 15,000
Commission ¥ 10,000
Entertainment allowance T 4,000
Medical expenses reimbursed T 25,000
Professional tax paid ¥ 2,000 (% 1,000 was paid by his employer)

Mr. Goyal contributes 2 5,000 towards recognized provident fund. He has no other income.

Determine the income from salary for AY. 2024-25, if Mr. Goyal is a State Government
employee. Ignore provisions of Sec 115BAC. [SMQ.]

_: Answer 19

Computation of salary of Mr. Goyal for the A.Y.2024-25
e e v e
Basic Salary i 40,000
Dearness Allowance 15,000
Commission 10,000
Entertainment Allowance received 4,000
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prRE ey v ParticulhEs 3 ?
Employee’s contribution ln_Rl’I-' [Note| |

Medical expenses reimbursed 25,000
Professional tax paid by the employer 1,000
Gross Salary 95,000
Less: Deductions under section 16

under section 16(ia) - Standard deduction of upto ¥ 50,000 50,000
under section 16(ii) - Entertainment allowance being lowest of

(a) Allowance received 4,000

(b) One fifth of basic salary [1/5 x 3 40,000] 8,000

(c) Statutory amount 5.000 4,000
under section 16(iii) - Professional tax paid 2,000
Income from Salary 39.00_0_‘

Note: Employee’s contribution to RPF is not taxable. It is eligible for deduction u/s 80C.

Question 20

In the case of Mr. Hari, who turned 71 years on 28.3.2024, you are informed that the salary
(computed) for the previous year 2023-24 is 7 10,20,000 and arrears of salary received is ¥
3,45,000. Further, you are given the following details relating to the earlier years to which
the arrears of salary received is attributable to:

Previous year Taxable Salary() Arrears now received (3)
2010 - 2011 7,10,000 1,03,000
2011 -2012 8,25,000 1,17,000
2012 - 2013 9,50,000 1,25,000

Compute the relief available under section 89 and the tax payable for the A.Y. 2024-25.
Assume that Mr. Hari does not opt for section 115BAC.

Note: Rates of Taxes:

Assessment Slab rates of income-tax
Year For resident individuals of the age of | For other resident individuals
60 years or more at any time during
the previous year

Slabs Rate Slabs Rate

2011-12 Upto ¥ 2,40,000 Nil Upto ¥ 1,60,000 Nil
¥ 2,40,001 -¥ 5,00,000 10% ¥1,60,001 - ¥ 5,00,000 10%
¥ 5,00,001 - ¥ 8,00,000 20% ¥ 5,00,001 - ¥ 8,00,000 20%
Above T 8,00,000 30% Above ¥ 8,00,000 30%

29
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[ , Slabs I - e~ = 7
v ,, . c‘_ \Mmmlﬁwmummv Upto 2 1,80,000 Nil Particulars April-May | June-Oct Nov-Dec Jan Feb-March
2012-13 plo X b 01 -2 5.00.00 ®) ® @) ®)
2 2.50,001 - 2 5,00,000 21.80.0 00,000 | 10% | ® ) e
y m_ 00.001 - 2 8,00,000 75,00,001-%8,00,000 | 20y Salary per month for the
L4 - Lt . :
WY, e 7 8,00,000 . purpose of computation of 000 15,000 16.500
Above ¥ 8,00,000 Abov 30% house rent allowance 13,000 13,000 .
Upto ¥ 2,00,000 Ni
2013-14 Upto 2 2,50,000 I Relevant period (in months 2 5 2 I 2
3 01 - 7 5,00,000 72,00,001 - ¥ 5,00,000 10%, E
¥2,50,001 - < 5,U0, 00.001 - % 10.00.000 . Salary for the relevant 30,000 75,000 30,000 15,000 33,000
7 500,001 - 2 10,00,000 15,00, ) W 20% period (Salary per month x
Above 7 10,00,000 Above Z 10,00,000 30% relevant period)
A ' D — | . .
Note — Education cess@2% and secondary and higher education cess@1% was attracteq _ﬂM”wwEQ for the relevant Nil 30,000 16,000 8,000 16,000
on the income-tax for all above preceding years. [SMQ, P (Z6,000x5)| (% 8,000<2| (T 8,000<1)| (X 8,0002)
o:mm:o: 21 [ House rent allowance 12,000 30,000 12,000 7,000 14,000
Mr. Mohit is employed with XY Ltd. on a basic salary of ¥ 10,000 p.m. He is also entitled to (HRA) received during (T 6,000<2)| (T 6,000x5)| (% 6,000x2)| (T 7,000<1)| (X 7,000=2)
dearness allowance @100% of basic salary, 50% of which is included in salary as per terms the relevant period (A)
of employment. The company gives him house rent allowance of ¥ m._ooo p.m. which was L Fthe following i
increased to 7,000 p.m. with effect from 01.01.2024. He also got an increment of 2 1,000 east of the following is N.A. “
p.m. in his basic salary with effect from 01.02.2024. Rent paid by him during the previous exempt [ws 10(13A)]
year 2023-24 is as under: 1. Actual HRA received - 30,000 12,000 7,000 14,000
April and May, 2023 - Nil, as he stayed with his parents 2. Rent paid () 10% of S500 13.000 6500 10D
June to QOctober, 2023 - 36,000 p.m. for an accommodation in Ghaziabad . mm_uaw ' i ? . it
November, 2023 to March, 2024 - ¥ 8,000 p.m. for an accommodation in Delhi [
B .
Compute his gross salary for assessment year 2024-25 assuming he has not opted for the 3 n_w}.m?awq X : ey 12:000 7,500 1529
provisions of section 115BAC., [SM Q] ( _mm_“naﬁanwn” MMWM_WSQ (40% x (50% x (50% x (50% x | |
— June to Oct,
Answer 21 _ 50% of salary ¥75000  ¥30,000)| ¥ 15000) ¥ 33,000)
Computation of gross salary of Mr. Mohit for A.Y. 2024-25 (Residence at Delhi- |
= Nov, 23 - March, 24)
articulars 3
; Exempt HRA (B) Nil 22,500 12,000 6,500 12,700
Basic salary [(% 10,000 = 10) + (Z 11,000 = 2)] 1,22,000
R » _ o Taxable HRA [Actual HRA 12,000 7,500 500 1,300
eamess Allowance (100% of basic salary) 1,22,000 (-) Exempt HRA] (A-B)
House Rent Allowance (See Note below) 21,300 Taxable HRA (total) = % 12,000 + ¥ 7,500 + ¥ 500 + 1,300 = T 21,300
Gross Salary 2.65.300 e
Note: Computation of Taxable House Rent Allowance (HRA) s
Particulars April-May | June-Oct Nov-Dec Jan Feb-March J
@) ®) ®) @) 69) :
Basic salary per month 10,000 10,000 10,000 10,000 11,000 . ,_ ..
Deamess allowance =
(included in salary as per bt
terms of employment) (50% . ww_.m* !
of basic salary) 5,000 5,000 5,000 5,000 5,500 I
ﬁ,l . |
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D:mmzo: 22 ) ,
Ms. Rakhi is an employee in a private company. She receives the following medical benefitg

from the company during the previous year 2023-24:

Particulars 4

| s
- _ dical expenses incurred by Ms.

| 1 |Reimbursement of following me
” | Rakhi
_ :2 On treatment of her self-employed daughter in a private clinic 4,000
| | )
”:m: On treatment of herself by family doctor 8,000
_ |(C)On treatment of her mother-in-law dependent on her, in a 5,000
|
_ | nursing home
2 _nm<3m2 of premium on Mediclaim Policy taken on her health 7,500
|
3 | Medical Allowance 2,000 p.m.
4 ’_sma_.nm_ expenses reimbursed on her son's treatment in a 5,000

,_ government hospital

7 5 Expenses incurred by company on the treatment of her minor son 1,05,000
A_mcama including stay expenses

| 6 ﬁmxvm:mmw in relation to foreign travel of Rakhi and her son for 1,20.000
| medical treatment

7 Note-Limit prescribed by RBI for expenditure on medical treatment
7 and stay abroad is USD 2,50,000 per financial year under

liberalized remittance scheme.

Examine the taxability of the above benefits and allowances in the hands of Rakhi. [SM Q.]
Answer 22

Tax treatment of medical benefits, allowances and Mediclaim premium
in the hands of Ms. Rakhi for A.Y. 2024-25

Particulars

1. |Reimbursement of medical expenses incurred by Ms. Rakhi

(A) The amount of ¥ 4,000 reimbursed by her employer for treatment of her self-employed
daughter in a private clinic 1s taxable perquisite.

(B) The amount of ¥ 8,000 reimbursed by the employer for treatment of Ms. Rakhi by
family doctor is taxable perquisite.

(C) The amount of ¥ 5,000 reimbursed by her employer for treatment of her dependant
mother-in-law in a nursing home is taxable perquisite.

ﬁammmanmﬁnm:_:cmm_.\.ooo.mmnﬁmnm5A>V.Aw:~_ahgzvo<n, aﬁs,&:_.mmmwz,_._n
employer is taxable perquisite

(]

Medical insurance premium of ¥ 7,500 paid by the employer for insuring health of Ms.

Rakhi is a tax free perquisite as per clause (i11) of the first proviso to section 17(2).

CA Bhanwar Borand
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3. [Medical allowance of Z 2,000 per month i.e., T 24,000 p.a. is a fully taxable allowance.

4. | As per clause (ii)(a) of the first proviso to section 17(2), reimbursement of medical expenses
0f T 5,000 on her son’s treatment in a hospital maintained by the Government is a tax free
perquisite,

5.& 6. | As per clause (vi) of the first proviso to section 17(2), the following expenditure incurred by
the employer would be excluded from perquisite subject to certain conditions —

(i) Expenditure on medical treatment of the employee, or any member of the family of such
employee, outside India [Z 1,05,000, in this case[;

(ii) Expenditure on travel and stay abroad of the employee or any member of the family of
such employee for medical treatment and one attendant who accompanies the patient in
connection with such treatment [T 1,20,000, in this case|.

The conditions subject to which the above expenditure would be exempt are as follows—

(i) The expenditure on medical treatment and stay abroad would be excluded from
perquisite to the extent permitted by Reserve Bank of India;

(ii) The expenditure on travel would be excluded from perquisite only in the case of an
employee whose gross total income, as computed before including the said expenditure,
does not exceed T 2 lakh.

Since the expenditure on medical treatment and stay abroad does not exceed the limit
permitted by RBI, they would be fully exempt. However, the foreign travel expenditure of
Ms. Rakhi and her minor son borne by the employer would be excluded from perquisite only
if the gross total income of Ms. Rakhi, as computed before including the said expenditure,
does not exceed 2 lakh.

ocmmzoz 23

Mr. X is employed with AB Ltd. on a monthly salary of ¥ 25,000 per month and an
entertainment allowance and commission of ¥ 1,000 p.m. each. The company provides him
with the following benefits:

1. A company owned accommodation is provided to him in Delhi. Furniture costing ¥
2,40,000 was provided on 1.8.2023.

2. A personal loan of ¥ 5,00,000 on 1.7.2023 on which it charges interest @ 6.75% p.a.
The entire loan is still outstanding. (Assume SBI rate of interest on 1.4.2023 was 12.75%
p.a.)

3. His son is allowed to use a motor cycle belonging to the company. The company had
purchased this motor cycle for ¥ 60,000 on 1.5.2020. The motor cycle was finally sold to
him on 1.8.2023 for ¥ 30,000.

4. Professional tax paid by Mr. X is ¥ 2,000.

Compute the income from salary of Mr. X for the AY. 2024-25 assuming Mr. X has not
opted for the provisions of section 115BAC. [SMQ.]
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J Answer 23 .  from Salary of Mr. X for the AV, 202428 " ) |
Computation of Ineome TR0 - — ——— (vi) Facility of laptop and computer was provided to Balaji for both official and personal use.
e N ¥ Cosl of laptop ? 45,000 and computer ¢ 35000 were acquired by the company on
Particulars Jiansaneny s
_.l\\\» el e 3 01.12.2023.
Basic salary [¢ 25.000 % 12) 00,000 (vii) Motor car owned by the employer (cubic capacity of engine exceeds 1.60 litres)
, - 12,000 provided to the employee from 01.11.2023 meant for both official and personal use.
| Commission [T 1,000 12] ! Repair and running expenses of ¥ 45,000 from 01.11.2023 to 31.03.2024, were fully
s ment allowance [3 1,000 X 12] 12,000 met by the employer. The motor car was self-driven by the employee.
_rannns o 48.600 (viii)Leave travel concession given to employee, his wife and three children (one daughter
| Rent free accommodation [Note 1] aged 7 and twin sons aged 3). Cost of air tickets (economy class) reimbursed by the
! urniture [¢ 2,40,000 x 10% pa. for § months] 16,000 64,600 employer 30,000 for adults and 2 45,000 for three children. Balaji is eligible for
|Add : Value of furnt s ; availing exemption this year to the extent it is permissible in law.
| Interest on personal loan [Note 2} 2,500 Compute the salary income chargeable to tax in the hands of Mr. Balaji for the assessment
. « 10% p.a. for 4 months] 2,0 year 2024-25 assuming he exercises the option of shifting out of the default tax regime
Use of motor cycle [T 60,000 x 10% p.a. for 00 provided u/s 115BAC(1A). [SM Q]
' Transfer of motor cycle [Note 3] 12,000 1 Question 25
' Gross Salary 425,100 From the following details, find out the salary chargeable to tax for the >.<,.momu\mm
Less - Deduction under section 16 wmmm:wﬁ_mmﬂ w..w has exercises the option of shifting out of the default tax regime provided u/s
,_c.aﬂ section 16(ia) -~ Standard deduction 50,000 Mr. X is a regular employee of Rama & Co., in Gurgaon. He was appointed on 1.1.2023 in
: . - nai 2,000 5 the scale of 20,000 -¥ 1,000 - T 30,000. He is paid 10% D.A. & Bonus equivalent to one
Under section 16(iii) - Professional tax paid 2,000 month pay based on salary of March every year. He contributes 15% of his pay and D.A.
' Income from Salary 3,73,100 towards his recognized provident fund and the company contributes the same amount. DA
L . - forms part of pay for retirement benefits.
Note 1: Value of rent free unfurnished accommodation . He is provided free housing facility which has been taken on rent by the company at
= 15% of salary for the relevant period ¥ 10,000 per month. He is also provided with following facilities:
= 15% of (T 3,00,000 + ¥ 12,000 + T 12,000) = T 48,600 (i) Facility of laptop costing ¥ 50,000.
Note 2: Value of perquisite for interest on personal loan (ii) MMH%MM«J ._.M_ﬁﬂ_.mma the medical treatment bill of his brother of ¥ 25,000, who is
-~ I
= 2.75% - 6.75Y ths] =¥ 22,500 ’ 5 e
) R mcccco X (12.75% - 6.75%) for 9 months] (iii) The monthly salary of ¥ 1,000 of a house keeper is reimbursed by the company.
Note 3: Degreciated value of the motor oyele (iv) A gift voucher of Z 10,000 on the occasion of his marriage anniversary.
= Original cost — Depreciation @ 10% p.a. for 3 completed years. (v) Conveyance allowance of ¥ 1,000 per month is given by the company towards actual
=7 60,000 — (T 60,000 x 10% p.a. x 3 years) = T 42,000. reimbursement of conveyance spent on official duty.
Perquisite = T 42,000 - ¥ 30,000 = ¥ 12,000. (vi) He is provided personal accident policy for which premium of ¥ 5,000 is paid by the
company.
Question 24 (vii) He is getting telephone allowance @ 500 per month. [SM Q]
Mr. Balaji, employed as Production Manager in Beta Ltd., furnishes you the following o :
; : " 26
information for the year ended 31.03.2024: uestion
(i) Basic salary upto 31.10.2023 % 50,000 p.m. w.\_hq Neeraj, a salaried employee, furnishes the following details for the financial year 2023-
Basic salary from 01.11.2023 % 60,000 p.m. e
Note: Salary is due and paid on the last day of every month. Fartigllars S S
(i) Dearness allowance @ 40% of basic salary. Basic salary 5,40,000
(i) Bonus equal to one month salary. Paid in October 2023 on basic salary plus dearness Dearness allowance 3,60,000
allowance applicable for that month. Commission 50,000
(iv) Oozsvczoz of employer to recognized provident fund account of the m3u_o<mm®,_mo\° ) !
of basic salary. } Entertainment allowance 7.500
(v) Professional tax paid 2 2,500 of which Z 2,000 was paid by the employer. Medical expenses reimbursed by the employer 21,000
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. Answer 26

Chapter 3: Income from Salary
Profession tax (of this, 50% paid by employer) 4,000
Health insurance premium paid by employer 9,000
Gift voucher given by employer on his birthday 12,000
34,000

eeraj paid by employer
me. Actual cost of Laptop to employer Children 30,000
the Laptop at home]

Employer company owns a Maruli Suzuki Swift car (Engine cubic capacity
:._oqﬂ _w_m: 1.6 litres), which was provided to the assessee, both for official and
personal cmm. No driver was provided. All expenses are met by the employer

Life insurance premium of N

Laptop provided for use at ._.6
of the assessee are also Using

Annual credit card fees paid by employer [Credit card is not exclusively used 5,000

for official purposes; details of usage are not available]
i i der the head Salaries for th
Y required to compute the income chargeable un he N
mMMmmmm_,Mm:_nﬁmﬁ 2024-25. Assume he exercises the option of shifting out of the default tax
regime provided u/s 115BAC(1A). [RTP NOV-20 Q]

Computation of income chargeable under the head “Salaries”of Mr. Neeraj for A.Y.2024-25
Particulars S
Basic Salary 5,40,000
Dearness allowance 3,60,000
Commission 50,000
Entertainment allowance 7,500
Medical expenses reimbursed by the employer is fully taxable 21,000
Professional tax paid by the employer is a taxable perquisite as per section 17(2)(iv), 2,000
since it is an obligation of the employee which is paid by the employer

Health insurance premium of T 9,000 paid by the employer is an exempt perquisite Nil
[Clause (iii) of proviso to section 17(2)]

Gift voucher given by employer on Mr. Neeraj birthday [entire amount is taxable 12,000
since the perquisite value exceeds T 5,000, as per Rule 3(7)(iv)]

Life insurance premium of Mr. Neeraj paid by employer is a taxable perquisite as per 34,000
section 17(2)(v)

Laptop provided for use at home is an exempt perquisite as per Rule 3(7)(vii) Nil

Provision of motor car (engine cubic capacity more than 1.6 litres) owned by 28,800

employer provided to employee, the perquisite value would beZ 28,800 [T 2,400 =12]

as per Rule 3(2)

Annual credit card fees paid by employer is a taxable perquisite as per Rule 3(7)(v) 5,000

since the credit card is not exclusively used for official purposes and details of usage

are not available

Gross Salary 10,60,300

Less: Deductions under section 16

CA Bhanwar Borana

Chapter 3: Income from Salary

Particulars £

- Standard Deduction as per section 16(ia), lower of gross salary and ¥ 50,000 SR

- Entertainment allowance (deduction not allowable since Mr. Neeraj 15 not a Nil
Government employee)

- Professional tax paid allowable as deduction as per section 16(ii) 4,000

Income chargeable under the head “Salaries™ 10,06,300

Note: As per Rule 3(7)(iv), the value of any gift or voucher received by the employee or by member
of his household on ceremonial occasions or otherwise from the employer shall be determined as the
sum equal to the amount of such gift. However, the value of any gift or voucher .Rnn:_\.& by the
employee or by member of his household below ¥ 5,000 in aggregate during the previous year s_n:_a
be exempt as per the proviso to Rule 3(7)(iv). In this case, the gift voucher of ¥ 12,000 was received
by Mr. Neeraj from his employer on the occasion of his birthday. Since the value oa.&.m gift voucher
exceeds the limit ofZ 5,000, the entire amount of ¥ 12,000 is liable to tax as perquisite. The above
solution has been worked out accordingly.

An alternate view possible is that only the sum in excess of ¥ 5,000 is taxable in view of the language
of Circular No.15/2001 dated 12.12.2001, which states that such gifts upto? 5,000 in the aggregate
per annum would be exempt, beyond which it would be taxed as a perquisite. As per this view. the
value of perquisite would be ¥ 7,000. Accordingly, the gross salary and net salary would be
10,55,300 and 10,01,300, respectively.

Question 27

Mr. Samaksh is a Marketing Manager in Smile Ltd. From the following information, you are

required to compute his income chargeable under the head Salary for assessment year

2024-25. Assume he exercises the option of shifting out of the default tax regime provided

u/s 115BAC(1A).

(i) Basic salary is ¥ 70,000 per month.

(i) Dearness allowance @ 40% of basic salary

(iii) He is provided health insurance scheme approved by IRDA for which T 20,000 incurred
by Smile Ltd.

(iv) Received ¥ 10,000 as gift voucher on the occasion of his marriage anniversary from
Smile Ltd.

(v) Smile Ltd. allotted 800 sweat equity shares in August 2023. The shares were allotted at
T 450 per share and the fair market value on the date of exercising the option by Mr.

Samaksh was ¥ 700 per share.

(vi) He was provided with furniture during September 2019. The furniture is used at his
residence for personal purpose. The actual cost of the furniture was ¥ 1,10,000. On
31st March, 2024, the company offered the furniture to him at free of cost. No amount
was recovered from him towards the furniture till date.

(vii) Received T 10,000 towards entertainment allowance.

(viii)Housing Loan@ 4.5% p.a. provided by Smile Ltd.,, amount outstanding as on
01.04.2023 is ¥ 15 Lakhs. ¥ 50,000 is paid by Mr. Samaksh every quarter towards
principal starting from June 2022. The lending rate of SBI for similar loan as on

01.04.2023 was 8%.
(ix) Facility of laptop costing ¥ 50,000 MTP Q)]
Answer 27
Computation of income under the head “Salaries” of Mr. Samaksh for the A.Y.2024-25
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Chapter 3: Income from Salary = et
| A Chapter 3: Income from Salary
8, ' 5 4375
| Basic Salary [¥70,000 x 12 months] 40,000 May, 2023 15,00,000 s
, A 2 5 422
Dearness allowance [40% of 78.40,000] 3.36,00( June, 2023 14.50.000
July, 2023 4,229
Entertainment allowance e _Pooo Y 14,50,000 19
) i te, wou e August, 2023 .50, it
Interest on housing loan given at nounnwm_o_._%m_ _M B 000, bEcE 49,29 ug| 14.50,000
perquisite, since the amount %m w__8= _nwnmmwu @s% has 1o be September, 2023 14,00,000 4,083
tation, the lending rate o on 142023 @
MMHWM_.«R@, .:Ew, perquisite value would be determined @ 3.5% (8% . October, 2023 14.00,000 4,083
- 4.5%) |See Working Note] November, 2023 14,00,000 4,083
. . isit i
Health insurance premium paid by the employer [tax free perquist e] Nil December, 2023 13.50,000 3.037.50
Gift voucher on the occasion of his marriage anniversary rwm us_,?_w_m 10,000 January, 2024 13,50,000 3,937.50
3(7)(iv). the value of any gift or voucher or token in lieu of g 0
received by the employee or by member of his household exceeding | February, 2024 13,50,000 3,937.50
Ma_vcc V_.: aggregate during the previous year is fully taxable] (See note March, 2024 13.,00,000 3.792
elow
. Total value of this perquisite 49,290.50
Allotment of sweat equity shares . _ -

. . _ Note: An alternate view possible is that only the sum in excess of ¥ 5,000 is taxable. In such a case,
Fair market value of 800 sweat equity shares @ ¥ 700 each 560,000 the value of perquisite would be ¥ 5,000 and gross salary and net salary would be ¥ 15,17.291 and ¥
Less: Amount recovered @ ¥ 450 each 3,60,000 2,00,000 14,67,291, respectively.

Em of furniture by employee o:.mm:o: 28
10% p.a. of the actual cost of T 1,10,000 11,000 You are required to compute the income from salary of Mr. Raja from the following
’ " particulars for the year ended 31-03-2024, Assume he exercises the option of shifting
Use of Laptop out of the default tax regime provided u/s 115BAC(1A).
Facility of use of laptop is not a taxable perquisite Nil (i) _m._%:m..muﬂ-.wna_oﬂ_ Mwueﬂmow% %M%-.__w Mmmmw_rmo. after putting in 25 years and 9 months of
Transfer of asset to employee (i) He was paid a salary of ¥ 25,000 p.m. and house rent allowance of 6,000 p.m. He
Value of furniture transferred to Mr. Samaksh 1,10,000 paid rent of ¥ 6,500 p.m., during his tenure of service.

) (iii) On retirement, he was paid a gratuity of ¥ 3,50,000. He was covered by the payment
Less: ZQEE BESE Sud besx @5$ for-cach % amplsted iyear wﬁ e of Gratuity Act, 1972. He had not received any other gratuity at any point of time
m: mE,N amwn_uwu:._o,ooo x 10% x 4 years (from September 2019 to 44.000 66,000 earlier, other than this gratuity.

L 2

P ! (iv) He had accumulated leave of 15 days per annum during the period of his service;
Gross Salary 15,22,291 this was encashed by him at the time of his retirement. A sum of ¥ 3,15,000 was
) ) received by him in this regard. Employer allowed 30 days leave per annum.
Less: Standard deduction ws 16 [Actual salary or ¥ 50,000, whichever (v) He is receiving 75,000 as pension. On 1.2.2024, he commuted 60% of his pension
is less] 50,000 - and received ¥ 3,00,000 as commuted pension.
Net Salary 14.72.291 (vi) The company presented him with a gift voucher of ¥ 5,000 on his retirement. His
Ealnld colleagues also gifted him a mobile phone worth ¥ 50,000 from their own
Working Note: contribution. [MTP Q.]
Computation of perquisite value of loan given at concessional rate Answer 28
For computation, the lending rate of SBI on 1.4.2023 @8% has to be considered. Thus, perquisite L Computation of income under the head “Salaries™ of Mr, Raja for the A.Y.2024-25
value would be determined @ 3.5% (8% - 4.5%) Particulars o s i T vt 1 e z
Month Maximum outstanding balance as on last date| Perquisite qn_nn_wﬂﬁ Basic Salary = Z 25,000 x 9 months 395000
of month 3.5% for the mont
April. 202 ® - . House Rent Allowance = % 6,000 x 9 months 54,000
pril, 2023 15,00,000 4375
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salary v ? J
Chapter 3: Income from ik P — Chapter 3: Income from Salary
e 36,000 18.0) s
Particulars ander section 10013A) 00 L By 7 ?
Less: Least of the following s 6.000% 9 =% 54,000 v:o:..u received from colleagues, as mobile phone 15 not included in the
o llowance actually received =0 0d [T 58.500 (i.e., R definition of “property” thereunder)
o T powanc ’ . 58,3 A
(1) House rent allC sty for the relevant peno 7 225,000 (Basic Gross Sala
(i) Rent paid () 10% Of SR Lo Gtary i, 10% OfF 225 2 4,50333
1 2.500 (10% © : :
6.500x9) () ¥ ow.o ( 5000 (Basic Less: Standard deduction /s 16 [Actual salary or 2 50,000, whichever is 50,000
s he relevant period (50% of 3 2,25, less]
. re
{ii)50% of salary for the
:..:nm_n?_:a 112,500 ] %_HJ‘ a.cemwl_
salary 0 3,50,000 o.
Gratuity section 10(10)(1 uestion 29
Less: Least of the following exempt under secio 3,50,000 Nil
s LR Mr. Shah, an Accounts Manager, has retired from BB Ltd. on 15.1.2024 after rendering services
. ed € 3.50.000 for 30 years 7 months. His salary is ¥ 25,000 p.m. upto 30.09.2023 and 7 27,000 thereafter. He
(1) Actual Gratuity received s 2= ice [15/26 XX 25,000 also gets ¥ 2,000 p.m. as dearness allowance (55% of it is a part of salary for computing
i erv vear of completed servic » retirement benefits). He is not covered by the Payment of Gratuity Act, 1972. He has received 2
15 days salary for every ¥ . LELL ty
(n) -..E ¥ ~ 3.75.000 M_.__.m_“”m as gratuity from the employer company. Compute the gratuity taxable in the hands of Mr.
S e ah. ’ [Ans.: Z 3,99,500]
(iii) Notified limit = ¥ 20,00,000 3,15,000 )
Leave encashment
. 2,50,000 65
Less: Least of the following exempt under section 10(10AR) 00
(1) ¥3,00,000
(ii) Leave salary actually received ¥ 3,15,000
-
(iii) 2 2.50,000, being 10 months salary x T 25,000
. . : it of the employee based
iv) Cash equivalent of leave standing at the credit o
{ on Emf.n_.uma salary of last 10 months' (max. 30 days per year of
service) for every year of actual service rendered for the employer -
from whose service he has retired
375/30 x ¥ 25,000 = ¥ 3,12,500
[Leave Due = Leave allowed - Leave taken]
=750 (30 days per year * 25 years) — 375 days (15 days x 25) L
=375 days)
Uncommuted Pension received [X 5,000 x 1) + (5,000 x 2 x 40%) 9,000 ,
Commuted Pension received 3,00,000 f
Less: Exempt under section 10(10A)
173 x T 3,00,000/60% x 100%) 1,66,667 1,33,333
Gift Voucher [As per Rule 3(7)(iv), the value of any gift or voucher or Exempt L
token in lieu of gift received by the employee or by member of his .
rocmnrﬁ_n_ not exceeding ¥ 5,000 in aggregate during the previous year is
exempt
Mobile _urou.m received as gift from colleagues (Neither taxable under the Nil y
head *Salaries” nor “Income from other sources”, since taxability
rovisions under section 56(2)(x) are not attracted in respect of mobile
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Chapter 4: Income from House property

1
Question1 Page no. 3

n India, all of which are let-oul. Compute the GAV of each

WNS five houses i
uwwwwzﬁﬂwﬂwzm information given below = [SMQq,
]l\v\-Mm:_”-lI\ll House | | House Il | House lll | House IV | Housgey
) ® ®) ®) ®)

80,000 55000{ 65000( 24000/ 8o oo
90,000| 60000 65000 25000 7500
NA.| 75000 58,000 NA| 78000

Municipal Value
Fair Rent

Standard Rent
Actual rent received/ receivable | 72,000(  72,000| 60,000 30,000 72,000

Question2 Mgt ao. 32
Mr. Nandan own five houses at Delhi. Compute the NAV of each house from the information
given below: ‘ ®)

Municipal Value 1,20,000| 2,40,000 | 1,10,000 | 90,000 75,000
Fair Rent 1,50,000| 2,40,000 | 1,14,000 | 84,000 80,000
Standard Rent 1,08,000/ N.A. 140,000 | N.A. 78,000
Actual Rent received / 1,80,000{ 2,10,000 | 1,20,000 | 1,08,000| 72,000
receivable 10% 12% 15% 8% 12%
Municipal Taxes

Question3 ¢oge no. 54

Rajesh, a British national, is a resident and ordinarily resident in India during the P.Y. 2023-
24. He owns a house in London, which he has let out at £ 10,000 p.m. The municipal taxes
paid to the Municipal Corporation of London is £ 8,000 during the P.Y. 2023-24. The value
of one £ in Indian rupee to be taken at  95. Compute Rajesh’'s Net Annual Value of the
property for the A.Y. 2024-25. [smaj

Answer 3

For the v< 2023-24, Mr. Rajesh, a British national, is resident and ordinarily resident 5 India.
.‘_.rnqnmo_.n.u income received by him by way of rent of the house property located in London is to be
included in the total income in India. Municipal taxes paid in London is be to allowed as deduction
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from the gross annual value.

Computation of Net Annual Value of the property of Mr. Rajesh for A.Y. 2024-25

Particulars z
Gross Annual Value (£ 10,000 # 12 » 95) 1,14,00,000
Less: Municipal taxes paid (£ 8,000#95) 7,60,000
Net Annual Value (NAV) 1,06,40,000

o:mm:o_.. 4 ﬁoé L .35

Sneha had taken a loan of Z 7,00,000 for construction of property on 1.10.2022. Interest
was payable @ 12% p.a. The construction was completed on 30.6.2023. No principal
repayment has been made up to 31.3.2024. Compute the interest allowable as deduction
uls 24 for the A.Y.2024-25,

Question 5 fage aw 35

Loan taken for construction of House 7 10,00,000 on 01/06/17 @12% p.a. Loan repaid on

1/04/2020 ¥ 4,00,000. Construction completed on 1/3/2022. Compute interest on loan
deduction for A.Y. 2024-25,

Question 6 fage ao. 53

Mr. Manas owns two house properties one at Bombay, wherein his family resides and the
\» other at Delhi, which is unoccupied. He lives in Chandigarh for his employment purposes in
v a rented house. For acquisition of house property at Bombay, he has taken a loan of Z 30
lakh@10% p.a. on 1.4.2022. He has not repaid any amount so far. In respect of house
property at Delhi, he has taken a loan of 2 5 lakh@11% p.a. on 1.10.2022 towards repairs.
Compute the deduction which would be available to him under section 24(b) for AY.2024-
25 in respect of interest payable on such loan if he exercises the option of shifting out of the
default tax regime provided u/s 115BAC(1A). [sMaQ]

Answer 6
Mr. Manas can claim benefit of Nil Annual Value in respect of his house property at Bombay and

Delhi, since no benefit is derived by him from such properties, and he cannot occupy such properties
due to reason of his employment at Chandigarh, where he lives in a rented house.

Computation of deduction u/s 24(b) for A.Y.2024-25

. particlars

= )

I Interest on loan taken for acquisition of reside

Il Interest on loan taken for repair of residential house property at Delhi %
5,00,000 x 11% =% 55,000

Restricted to ¥ 30,000 30,000
Total interest 2.30,000
Deduction under section 24(b) in respect of (I) and (11) above to be restricted to 2,00,000

Question 7 PAgL no, 3y

Anirudh has a property whose municipal valuation is ¥ 1,30,000 p.a. The fair rent is 2
1,10,000 p.a. and the standard rent fixed by the Rent Control Act is ¥ 1,20,000 p.a. The
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Chapter 4: Income from House Property roughout the previous year

000 p.. th .
1. ons namo:.oma by Rule 4 are salisfied. He Paig

tion. Interest on borrowed capital was ¥ 40,000 for

ot for a rent of 2

| con
Unrealized rent was 7 11,000 and al

o cipal valua 4-25. s
ac:vgnm_mwu mm,mﬁma_%%oﬁcm:roﬂ house property for AY.202 SMaq)
the year. Lomp!

~ Questions Page °° 24 Liuation is ¥ 2,50,000 p.a. The fair rent is

. b o:mmﬁ.,o:m

~d

i.mcmm Mmﬂw_ﬁww_ _%. the Rent Control Act is ¥ 2,10,000 p.a. The
ar

ted the propert

2,00,000 p.a. and the stan 00 p.m. However, the tenant vaca perty on
property was let out for  ren! QM uwo%u ocw and all conditions prescribed by Rule 4 gre
31.1.2024 Unrealised qm:” ~Mme @wa\w of municipal valuation. Interest on borrowed capital

satisfied. He paid municipa income from house property of Ganesh for Ay
was 2 65,000 for the year. Compute the | [SMaq)

2024-25.

Ganesh has a property

ra Nagar in Bangalore. She stays with her family i,
£ : ighbourhood is T 25,000 p.m. The municipg|
The rent of similar property in the neigr .

Emw :N_Mwmw mmmm 000 p.a.. Municipal taxes paid is  8,000. ._.:m :‘ocmm nonmﬁEﬂ_w: began
va :mu_ 2018 with a loan of T 20,00,000 taken from SBI Housing Finance Ltd. _@w % p.a. on
_u:nb,wc,.m The construction was completed on 30.11.2018. The mnnm._a..,__mﬁma interest up to
3132020 is T 3,60,000. On 31.32024, Poorna paid 2 2,40,000 which included ? 1,80,000
mm..__‘wmam» j.,m_..m was no principal repayment prior to this n_mﬁm. OoS.Ur.;m Poorna’s income
from :ocwm property for AY. 2024-25 if she exercises the option of shifting out of the defay
tax regime provided u/s 115BAC(1A). [SM al

Pooma has one house property at Indi

Answer 9

Computation of income from house property of Smt. Poorna for A.Y. 2024-25

Particulars Amount T

Annual Value of house used for self-occupation under section 23(2) Nil
Less: Deduction under section 24

Interest on borrowed capital

Interest on loan was taken for construction of house on or after 1.4.99 and
same was completed within the prescribed time - interest paid or payable
subject to a maximum of ¥ 2,00,000 (including apportioned pre-
construction interest) will be allowed as deduction.

In this case the total interest is ¥ 1,80,000 + % 72,000 (Being 1/5th of ¥

3.60,000) = T 2,52,000. However, the interest deduction 1s restricted to ¥
2.00,000.

2,00,000
Loss from house property

(2,00,000)

Question 10 Page no 4@

Smt. Rajalakshmi owns a house property at Adyar in Chennai.
property is ¥ 5,00,000, fair rent is ¥ 4,20.000
was let-out for ¥ 50,000 p.m. up to Decem
property and Smt. Rajalakshmi used the ho
November and December 2023 could not b
conditions prescribed under Rule 4 are satis

The municipal value of the
and standard rent is ¥ 4,80,000. The property
ber 2023. Thereafter, the tenant vacated the
use for self-occupation. Rent for the months of
w realised in spite of the owner's efforts. All the
ed. . T o ;

year. She had paid inlerest of € 25,000 suring the sene o oiC/Pal (XS @12% during 1he

: ing the year for amount borrowed for repairs for
the house property. Compute her income from house property for the A.Y. 2024-25. [SM Q.]
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Question 11 Fage no . ul

Ganesh has three houses, all of which are self-occupied. The particulars of the houses for
the P.Y. 2023-24 are as under

Particulars | Housel | Housell | House Il
Municipal valuation p.a 4 w.oo.ooo, E4 u,mo.oo& 7 3,30,000 |
Fair rent p.a. 7 4 Pum.ooo,, 4 m,.\.m.oooi 4 w,mo.oooﬁ
Standard rent p.a. | ¥3,50,000{ %370000( 2 w.ﬂm.oom_
Date of completion/purchase uem;wwo., 31.3.2002 7 01.4.2015
Municipal taxes paid during the year 12% 8% 6%

|
|
Interest on money borrowed for repair of

| 55000
property during the current year _ A

Interest for current year on money 1,75,000

Property

borrowed in April, 2016 for purchase of _

Compute Ganesh's income from house property for A.Y.2024-25 and suggest which houses
should be opted by Ganesh to be assessed as self-occupied so that his tax liability is
minimum. [SM Q)]

D:mm:o: 12 Page o 3@

Prem owns a house in Madras. During the previous year 2023-24, 2/3rd portion of the
house was self-occupied and 1/3rd portion was let out for residential purposes at a rent of 7
8,000 p.m. Municipal value of the property is ¥ 3,00,000 p.a., fair rent is ¥ 2,70,000 p.a. and
standard rent is ¥ 3,30,000 p.a. He paid municipal taxes @10% of municipal value during
the year. A loan of ¥ 25,00,000 was taken by him during the year 2019 for acquiring the
property. Interest on loan paid during the previous year 2023-24 was % 1,20,000. Compute
Prem's income from house property for the A.Y. 2024-25 if he exercises the option of
shifting out of the default tax regime provided u/s 115BAC(1A). [smaQ.,]

Question 13 page aw. 54
Mr. Anand sold his residential house property in March, 2023.

In June, 2023, he recovered rent of ¥ 10,000 from Mr. Gaurav, to whom he had let out his
house for two years from April 2017 to March 2019. He could not realize two months rent of
¥ 20,000 from him and to that extent his actual rent was reduced while computing income
from house property for A.Y.2019-20.

Further, he had let out his property from April, 2019 to February, 2023 to Mr. Satish. In April,
2021, he had increased the rent from % 12,000 to ¥ 15,000 per month and the same was a
subject matter of dispute. In September, 2023, the matter was finally settled and Mr. Anand
received ¥ 69,000 as arrears of rent for the period April 2021 to February, 2023. Would the
recovery of unrealised rent and arrears of rent be taxable in the hands of Mr. Anand, and if
so in which year? smaQ]

Answer 13
Since the unrealised rent was recovered in the P.Y. 2023-24, the same would be taxable in

the A.Y. 2024-25 under section 25A, irrespeclive of the fact that Mr. Anand was not the
owner of the house in that year. Further, the arrears of rent was also received in the P.Y.

CA Bhanwar Borana




Chapter 4: Income from House Property

: Y. 2024-25 under sectio

|d be taxable in the AY. 2 : n 254,
e _Mm wwﬁwﬁ,ﬁwoi:mq of the house in that year. A deduction of 301 of
even “:o,%: ﬁ.hﬁ%ﬁmﬂ% and amears of rent would be allowed while computing income
unrealised re for A.Y. 2024-25.

from house property of Mr. Anand
Computation of income from house property of Mr. Anand for A.Y. 2024-25

.,,’,llll‘

Particulars ,lmlilil

|(i) Unrealised rent recovered 10,000
|(ii) Arrears of rent received 69,000
W 79,000
|Less: Deduction@30% 23,700
7__..00_._.5 from house property 55,300

Question 14 Page no.u?

Ms. Apama co-owns a residential house property in Calcutta along s.:S her sister Ms,
Dimple, where her sister's family resides. Both of them :m.<m equal w:.mﬂm in the property and
the same is used by them for self-occupation. Interest is payable in _.mm_‘..v.mnﬁ of loan of 7
50,00,000@10% taken on 1.4.2022 for acquisition of such property. In addition, Ms. Aparna
owns a flat in Pune in which she and her parents reside. She has taken a loan of ¥
3,00,000@12% on 1.10.2022 for repairs of this flat.

Compute the deduction which would be available to Ms. >um3m_. and Ms. Dimple under
section 24(b) for AY.2024-25 if both exercises the option of shifting out of the default tax
regime provided u/s 115BAC(1A). [SM Q]

Answer 14

Computation of deduction u/s 24(b) available to Ms. Aparna for A.Y.2024-25

Particulars 4

Deduction u/s 24(b)

Chapter 4: Income from House Property

Restricted to 2 2,00,000 ) N,S.SJ

Question 15 Page no yu

al share in

Mr. Raman is a co-owner of a house property along with his brother holding equ
the property.

Particulars

1,60,000
1,50,000
1,70,000

15,000 p.m.

Municipal value of the property
Fair rent
Standard rent under the Rent Control Act

Rent received

I Interest on loan taken for acquisition of residential house property at Calcutta ¥
50,00,000 x 10% =¥ 5,00,000

Ms. Aparna’s share = 50% of ¥ 5,00,000 = T 2,50,000
Restricted to ¥ 2,00,000 2,00,000
11 Interest on loan taken for repair of flat at Pune¥ 3,00,000 x 12% =¥ 36,000

Restricted to T 30,000 30,000
Total interest 2.,30,000
Deduction u/s 24(b) in respect of (I) and (II) above to be restricted to 2,00,000

Computation of deduction u/s 24(b) available to Ms. Dimple for A.Y.2024-25

Particulars £4

Interest on loan taken for acquisition of residential house property at Calcutta ¥
50,00,000 x 10% = T 5,00,000

Ms. Dimple’s share = 50% of ¥ 5,00,000 = ¥ 2,50,000

2,00,000
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The loan for the construction of this property is jointly taken and the interest o.:m._.mma by .Ew
bank is T 25,000, out of which ¥ 21,000 has been paid. Interest on the unpaid interest is
450. To repay this loan, Raman and his brother have taken a fresh loan and interest
charged on this loan is ¥ 5,000.

The municipal taxes of ¥ 5,100 have been paid by the tenant.

Compute the income from this property chargeable in the hands of Mr. Raman for the A.Y.
2024-25. [SM Q]

Question 16 Page Ao. U5

Mr. X owns one residential house in Mumbai. The house is having two identical units. First
unit of the house is self-occupied by Mr. X and another unit is rented for ¥ 8,000 p.m. The
rented unit was vacant for 2 months during the year. The particulars of the house for the
previous year 2023-24 are as under:

Standard rent ¥1,62,000 p.a.

Municipal valuation ¥1,90,000 p.a.

Fair rent £1,85,000p.a

Municipal tax (Paid by Mr. X) 15% of municipal valuation

Light and water charges <500 p.m.

Interest on borrowed capital ¥ 1,500 p.m.

Lease money 1,200 p.a.

Insurance charges ¥ 3,000 p.a.

Repairs 12,000 p.a.

Compute income from house property of Mr. X for the AY. 2024-25 if he exercises the
option of shifting out of the default tax regime provided u/s 115BAC(1A). [smaQ.]

Question 17  Poge o ué

Mr. Vikas owns a house property whose Municipal Value, Fair Rent and Standard Rent are
¥ 96,000, ¥ 1,26,000 and % 1,08,000 (per annum), respectively.

During the Financial Year 2023-24, one-third of the portion of the house was let out for
residential purpose at a monthly rent of ¥ 5,000. The remaining two-third portion was self-
occupied by him. Municipal tax @ 11 % of municipal value was paid during the year.

The construction of the house began in June, 2016 and was completed on 31-5-2019. Vikas

took a loan of ¥ 1,00,000 on 1-7-2016 for the construction of building.
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L rty month such interest was paid.
: me from House propo annum and every essment Year 2024-25
~ Chapter 4: Inco an @ 12% P vikas for the ASSESEHLr, @ isBAC(1A) |
T He paid interest on 0 s property O Zm_c__ tax regime provided ufs (1A)
from NOUSE £ i of the de [Sma,)

ute income .
Mwhdﬂhmmm the option of shifting

S i inarily resident in India duyri
o : ent and ordinari ”
: gmmzoz 18 Page :0 m. izen of the USA. isd awwm& at Los Angeles,
Mrs. Rohini Ravi. 2 n.ﬁma She owns @ house P | value of the house is $ 20,000. The
the financial year 2023- o dence. The annua
i er
which is used 35 252 75. | .
US b one USD (§) may b "mm“: of a flatin Chennai 0° Aﬂ.w.w.wwzuumz a&w%@a%om o
She took ownership maa.ﬁmwwwm H?m flat was used cwc_mmw M e A.mo_oom
occupaton, M 4 e _“:_M_cm._ valuation is ¥ m.mw,. . a.
AN i Chennai:
Mzma mm:w_mwmmmm (ollowing to Corporation of ot
¥/ Property Tax 20 |
N f ‘ | |
N..q.,r, \ Sewerage Tax Standard Chartered Bank in June, 2021 for purchasing this flat.
. from
She had taken a loan

Interest on loan was as under:

Particulars
Period prior to 1.4.2023
1.4.2023 to 30.6.2023
1.7.2023 to 31.3.2024
Bangalore, which

She had a house property in v
house, she received arrears of rent of ¥ 60,000
charged to tax earlier.

was sold in March, 2020. In respect of this
n March, 2024. This amount has not been

ble from house property of Mrs. Rohini Ravi for the

i rgea ) i
Mwmﬂmmmmzﬂmmm_ﬂmﬂmm-mwzm mm_._m exercises the option of shifting out of the default »mvm mq”‘_mmgm
provided u/s 115BAC(1A). |

Answer 18

d ordinarily resident in India, her global income would form part of

1 assessee is a resident an : .
- dia as well as outside India will form part of her total

her total income i.e., income earned in In
income.

She possesses a self-occupied house at Los Angeles as well as at Chennai. She can take the benefit of
“Nil” Annual Value in respect of both the house properties.

As regards the Bangalore house, arrears of rent will be chargeable to tax as income from :m:mn
property in the year of receipt under section 25A. It is not essential that the assessee should continue
to be the owner. 30% of the arrears of rent shall be allowed as deduction.

Accordingly, the income from house property of Mrs. Rohini Ravi for A.Y.2024-25 will be
calculated as under:

Particulars Ed kg

1. Self-occupied house at Los Angeles
Annual value Nil

Less: Deduction under section 24 Nil

CA Bhanwar Borana
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Chargeab ; . .
L e rn" _n. mcome from this house property Nil
- Sell-occupied house property at Chennai
Annual value
Less: Deduction under section 24 ™
Interest on borrowed capital (See Note below) 191,840
(1,91,940)
3. Arrears in respect of Bangalore property (Section 25A)
Arrears of rent received 60,000
Less: Deduction @ 30% w/s 25A(2) ‘ 18,000 42,000
Loss under the head "Income from house property” _ _ :.@.33_
Note: Interest on borrowed capital
Particulars N
Interest for the current year (% 50,800 + 2 1,31,300) 1,82.100
Add: 1/5th of pre-construction interest (T49.200 x 1/5) 9.840
Interest deduction allowable under section 24 1,91,940

Question 19 Yage ao.55

Two brothers Arun and Bimal are co-owners of a house property with equal share. The
.n_.oum@ was constructed during the financial year 1998-1999. The property consists of eight
identical units and is situated at Cochin.

During the financial year 2023-24, each co-owner occupied one unit for residence and the
balance of six units were let out at a rent of ¥ 12,000 per month per unit. The municipal
value of the house property is ¥ 9,00,000 and the municipal taxes are 20% of municipal
value, which were paid during the year. The other expenses were as follows:

4
(i) Repairs 40,000
(ii) Insurance premium (paid) 15,000
(iii) Interest payable on loan taken for construction of house 3,00,000 One of the let out units

remained vacant for four months during the year.

Arun could not occupy his unit for six months as he was transferred to Chennai. He does not
own any other house.
The other income of Mr. Arun and Mr. Bimal are ¥ 2,90,000 and % 1,80,000, respectively, for
the financial year 2023-24.
Compute the income under the head ‘Income from House Property’ and the total income of

two brothers for the assessment year 2024-25 if both exercises the option of shifting out of
the default tax regime provided u/s 115BAC(1A). [sMQ]

S\ o:mmzoz 20

Mrs. Daya, a resident of India, owns a house property at Panipat in Haryana. The Municipal
value of the property is ¥ 8,50,000, Fair Rent of the property is ¥ 7,30,000 and Standard
Rent is ¥ 8,20,000 per annum. The property was let out for ¥ 85,000 per month for the
period April 2023 to December 2023.




P\ %4

\

; {rs.
Answer 20 ) use property of M IR
Computation of income from house P Amount in ¥
Particulars
,noEnEm:oz of Gross Annual Value R of 7 8.20,000
| the whole year = Higher Of MUNIED o ont of
| Expected wM:n. .,.M:n%w s 30,000, but restricted to Standd
185 ai i
_w.wo,mmaoow: 7,65,000
|* L *Q ,05,
| Actual rent receivable for the let-out period =% 300 thi since
| : - ctual rent in this case
|[Unrealised rent is not deductible maMH_N roceedings for recovery of
|Mrs. Daya has not instituted any _wr. proc - Rule 4 has not
ﬁEE.E rent. Hence, one of the conditions laid out 1n
| been fulfilled]
, : tual rent 8,20,000
GAV is the higher of Expected Rent for the whole year and Actua
| received/receivable for the let-out period
_ 8.20,
|Gross Annual Value (GAV) 0,000
__h& Municipal taxes (paid by the owner during the previous year) .
= 12% of T 8,50,000 1,02,000
|
[Net Annual Value (NAV) 7,18,000
Less:  Deductions under section 24
(a) 30% of NAV =30% of T 7,18,000 2,15,400
(b) Interest on amount borrowed for repairs (Fully allowable 50,000 2,65,400
as deduction, since it pertains to let- out property)
Income from house property 4,52,600

Daya used the house for self.

perty rs.
Chapter 4: _:Saoaoazocu.““& the naumm% wﬂﬂ __w_momacmﬁ 2023 could not be realizg
nant V ovem ceedings for recove
._.:oamwmw MM_..HQ the Bo:.“:m ﬂﬁzz instituted any legal PO ’ v of the
occupa 1on. Daya as
nt. Mrs. i .
from the zwzm e year and paid interest of ¥ 50,000 during the
unpaid rent. taxes @ 12% durind f the house property.
She paid municipe! maa jowards repairs © o oroperty for the A.Y. 2024-25,
year for amount borr@ e her income from house P RTP M.
. pu -20]
You are required to ¢

Daya for the A.Y.2024-25

o_._mm:oz 21

Ms. Pihu has three houses, all of which are self-occupied. The particulars of these houses
are given below:

(Value in )
Particulars House-1 | House-II House-lll
Municipal Valuation per annum 1,30.000 1.20.000 1,20,000
m ) 1) ’ bl ! d
air Rent per annum 1,10,000 1,85,000 1,45,000
Standard rent per annum 1,00,000 1.90.000 1,30,000
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Chapter 4: Income from House Property
Date of completion 30-01-2005| 31-07-2008|  31.5.2011

Municipal taxes payable during th . " : ,
for House Il & 111 only) g the year (paid 12% 9% 10%

75,000 -

Interest on money borrowed for repair of
property during current year

M%m_»mm m required to compute Pihu’s income from house property for the Assessment Year
-25 and suggest which houses should be opted by Pihu to be assessed as self-
occupied so that her tax liability is minimumn. [RTP N-20]

In this case, Pihu has more than two house properties for self-occupation. As per section 23(4), Pihu |
can avail the benefit of .mn_m.onn:uﬂmcn (i.e., benefit of “Nil” Annual Value) only in respect of any m
2<ﬂ03_._m :o:m”.m properties, at _ﬁ option. The other house property would be treated as “deemed let- |
out™ property, in respect of which the Expected rent would be the gross annual value. Pihu should,

therefore, consider the most beneficial option while deciding which house properties should be
treated by her as self-occupied.

OPTION I [House I & II - Self-occupied and House I1I- Deemed to be let out]

If Imhwm [ and II are opted to be self-occupied, Pihu’s income from house property forA.Y.2024-25
would be —

Particulars Amount in T

Nil

House I (Self-occupied) [Annual value is Nil]

House II (Self-occupied) [Annual value is Nil, but interest deduction would be
available, subject to a maximum of ¥ 30,000. In case of money borrowed for repair
of self-occupied property, the interest deduction would be restricted to 330,000,
irrespective of the date of borrowal].

House III (Deemed to be let-out) [See Working Note below]

Income from house property

OPTION 2 |House I & III - Self-occupied and House II- Deemed to be let out|

If House I and III are opted to be self-occupied, Pihu’s income from house property forA.Y.2024-25
would be -

Particulars. _ Amountin T

House I  (Self-occupied) [Annual value is Nil]
House II (Deemed to be let-out) [See Working Note below]
House I1I (Self-occupied) [Annual value is Nil]

Income from house property

OPTION 3 [House I — Deemed to be let out and House II & III — Self-occupied]
If House 11 and 111 are opted to be self-occupied, Pihu’s income from house property for A.Y.2024-25
would be —

Particulars ; Amount in T
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House I (Deemed to be let-out) [See Working Note below] 70,000
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alue is Nil. but interest deduction would be

g ) / ed for
'House 11 .wn_._..onn__?&, ;h.ﬂ_._ﬂ o,_. 2 30,000, In case of money g.ﬂ”ﬂg ”c
available, subject to a max n o eres deduction e e e .
:.nvu__. of mu_ménncu_&. va_una..?qﬂo;,m:
30,000, irrespective of the date of bo .

) Nil
_zanﬂ 1 (Self-occupied) [Annual value is Nil] 40,000

| Income from house property

as Self- occupied and

House — 11 & III
ould opt to treat ot = rty would be ¥ 40,000

e L i thu sh
| Since Option 3 is more beneficial. P her income from house prope

House | as Deemed to be let out, in which case
for the A.Y. 2024-25.

Working Note: .
Computation of income from House L. 11 and House 111 assuming that all are deemed to be let
out

Particulars Amount in Rupees

House I | House Il | House III

Gross Annual Value (GAV)

Expected rent is the GAV of house property
Expected rent= Higher of Municipal Value and Fair Rent but| 1,00,000 1,85,000 1,30,000
restricted to Standard Rent

Less: Municipal taxes (paid by the owner during the Nil 10,800 12,000
previous year)
Net Annual Value (NAV) 1,00,000 1,74,200 1,18,000
Less:  Deductions under section 24
(a) 30% of NAV 30,000 52,260 35,400
(b) Interest on borrowed capital (allowed in full in
case of deemed let out property) ~ 75,000 ~
Income from deemed to be let-out house property 70,000 46,940 82,600

uestion 22 Poge M. Ug

Mr. Naveen and Mr. Vikas constructed their houses on a piece of land purchased by them at
Delhi. The built up area of each house was 1,800 sq. ft. ground floor and an equal area in
the first floor. Naveen started construction on 1-04-2021 and completed on 1-04-2023. Vikas
started the construction on 1-04-2021 and completed the construction on 30-09-2023.
Naveen occupied the entire house on 01-04-2023. Vikas occupied the ground floor on 01-
10-2023 and let out the first floor for a rent of 220,000 per month. However, the tenant
vacated the house on 31-12-2023 and Vikas occupied the entire house during the period
01-01-2024 to 31-03-2024.

Following are the other information
(i) Fair rental value of each unit - Z 1,00,000 per annum (ground floor ffirst floor)
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(if) Municipal value of each unit (ground floor / first floor) - Z 72,000 per annum
(iii) Municipal taxes paid by

Naveen - 2 8,000

Vikas - 7 8,000
(iv) Repair and maintenance charges paid by

Naveen - 2 28,000

Vikas — ¥ 30,000

2m<.mm: has m,.\mm_mn_ a housing loan of Z 15 lakhs @ 12% p.a. on 01-04-2021. Vikas has
m<m___ma a housing loan of 7 10 lakhs @ 10% p.a. on 01-07-2021. No repayment was made
E.\ either of Em:_. ill 31-03-2024. Compute income from house property for Naveen and
Vikas F_. the previous year 2023-24 if both exercises the option of shifting out of the default
tax regime provided u/s 115BAC(1A). [MTP Q.]

Question 23 19? . 49

Mr. moxx.,m citizen of the Country Y, is a resident but not ordinarily resident in India during
Em.a:m:o_m_ year 2023-24. He owns two house properties in Country Y, one is used as his
residence. Another house property is rented for a monthly rent of $ 18,000. Fair rent of the
house property is $ 20,000. The value of one CYD (8) may be taken as ¥ 78.

He took ownership and possession of a flat in Delhi on 1.10.2023, which is used for self-
o.nmcnmzoz. while he is in India. The flat was used by him for 3 months at the time when he
visited India during the previous year 2023-24. The municipal valuation is T 4,58,000 p.a.
and the fair rent is ¥ 3,60,000 p.a. He paid property tax of ¥ 13,800 and % 2,800 as
Sewerage tax to Municipal Corporation of Delhi.

He had taken a loan of 7 18,00,000 @9.5% from HDFC Bank on 1st August, 2021 for
purchasing this flat. No amount is repaid by him till 31.03.2024.

He also had a house property in Bangalore which is let out on a monthly rent of 2 40,000.
The fair rent of which is ¥ 4,58,000 p.a. and Municipal value of ¥ 3,58,000 p.a. and Standard
Rent of ¥ 4,20,000 p.a. He had taken a loan of ¥ 25,00,000 @ 10% from one of his friends,
residing in Country Y for this house. Municipal tax of ¥ 5,400 is paid by him in respect of this
house during the previous year 2023-24.

Compute the income chargeable from house property of Mr. Roxx for the assessment year
2024-25 if he exercises the option of shifting out of the default tax regime provided u/s
115BAC(1A).  (eTP)
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iness or Profess Chapter 5: Profit & Gain from Business or Profession (PGBP) |

. Bus SCE—
Chapter 5: Profit & - CHAPTER No. I.I..f = acquisition to use % X
1. [Computer including computer software | 27 Sept., 23 10ct.,23| 35000 |
2. |Computer UPS 20ct., 23 8 Oct., 23 8,500
3. |Computer printer 10ct., 23 10Oct., 23 12,500
4. |Books (other than annual publications 1 Apr., 23 1Apr., 23 13,000
are of ¥ 12,000)
5. |Office furniture 1 Apr., 23 1 Apr., 23| 3,00,000
(Acquired from a practicing C.A.)
6. |Laptop 26 Sep., 23 80Oct, 23| 43,000
: Question 1 Lrnishes the following particulars: [SM Q]

4 in manufacturing business, fi

it Mr. X, a proprietor engage

3 D:mu:o: 4

ant and machinery as on 14.2023 (i.e., WDV as| 30,00,000 Mr. Gamma, a proprietor started a business of manufacture of tyres and tubes for motor
depreciation for P.Y.2022-23) vehicles on d.._.momw_. The manufacturing unit was set up on 1.5.2023. He commenced his
manufacturing operations on 1.6.2023. The total cost of the plant and machinery installed in

Particulars

(1) |Opening balance of pl !
on 31.3.2023 after reducing

(2) |New plant and machinery purchased and put to use on 08.06.2023 20,00,000 the unit is ¥ 120 crore. The said plant and machinery included second hand plant and
. 15.12.2023 8,00,000 Emo:_:mé. bought for ¥ 20 crore and new plant and machinery for scientific research relating

(3) | New plant and machinery acquired and put to use on 1> 7¢- to the business of the assessee acquired at a cost of Z 15 crore.
(4) | Computer acquired and installed in the office premises on 2.1.2024 3,00,000 Compute the amount of depreciation allowable u/s 32 of the Income-tax Act, 1961 in respect
of the assessment year 2024-25. Assume that all the assets were purchased by way of

reciation and additional depreciation as per the Income-tax Act,
Mr. X has exercised the option of shifting out of the default tax
purchased by way of

[smQj D:am:oz 5

, D:mmao: 2 Mr. _u_.m<m..wa _.Acs._m_. has furnished the following particulars relating to payments made
A car purchased by Dr. Soman on 10.08.2020 for ¥ 5,25,000 for personal use is brought into ”,oiw_.mm mo.m...;&n research ‘ﬁoq the year msama 31.3.2024:

professional use on 1.07.2023 by him, when its market value was ¥ 2,50,000. e

Compute the actual cost of the car and the amount of depreciation for the assessment year
2024-25 assuming the rate of depreciation to be 15%. [SM Q]
. Answer 2 (2) Payments made to LMN College 15
As per section 43(1), the expression “actual cost” would mean the actual cost of asset to the assessee.
The purchase price of ¥ 5,235,000 is, therefore, the actual cost of the car to Dr. Soman. Market value
(i.e.  2,50,000) on the date when the asset is brought into professional use is not relevant.

Therefore, amount of depreciation on car as per section 32 for the A.Y.2024-25 would be X 78,750,

account payee cheque and Mr. Gamma has exercised the option of shifting out of the

Compute the amount of dep
default tax regime provided u/s 115BAC(1A). [SM Q]

1961 for the AY. 2024-25, if
regime provided u/s 115BAC(1A). Assume that all the assets were

account payee cheque.

(1) Payments made to K Research Ltd.

(3) Payments made to OPQ College 10

Note: K Research Ltd. and LMN College are approved research institutions
and these payments are to be used for the purpose of scientific research.

1 0,
being ¥.5,25,000 x 15%. (4) Payments made to National Laboratory 8
Note: Explanation 5 to section 43(1) providing for reduction of notional depreciation from the date
of acquisition of asset for personal use 1o determine actual cost of the assel is applicable only in case (5) Machinery purchased for in-house scientific research 25
of building which is initially acquired for personal use and later brought into professional use. It is .
4 not applicable in respect of other assets. (6) Salaries to research staff engaged in in-house scientific research 12
= Question 3 Compute the amount of deduction available u/s 35 of the Income-tax Act, 1961 while
i . iving at the business income of the assessee.
A newly qualified Chartered Accountant Mr. Dhaval, commenced practice and has acquired e S
the following assets in his office during F.Y. 2023-24 at the cost shown against each item. Question 6

Calculate the amoun! of depreciation that can be claimed from his professional income for
AN 2024-25. Assume that all the assets were purchased by way of account payee cheque.

h S _ Description Date of |Date when u:__ >3o=:~\_
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Mr. A, furnishes the following particulars for the P.Y.2023-24. Compute the deduction
allowable u/s 35 for A.Y.2024-25, while computing his income under the head “Profits and
gains of business or profession”. [SM Q]
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from Business or Profession (PGBP)

Chapter 5: Profit & Gain
_ _ Particulars

k4
titute of Science, Bangalore,| 1,00,000

1. | Amount paid to notified approved Indian Ins
for scientific research

elhi for an approved scientific research programme | 2,50,000

any registered in India which has as its| 4,00,000
d development, as is approved by the

2. ?Boca paid to IIT, D

3. |Amount paid to X Ltd., a comp:
main object scientific research an
prescribed authority

4. |Expenditure incurred on in-house research and development facility as
approved by the prescribed authority

amméscm expenditure on scientific research 3,00,000

(b) Capital expenditure (including cost of acquisition of land ¥ 5,00,000)| 7,50,000

Chapter 5: Profit & Gain from Business or Profession (PGBP)

a *o:?m_mﬂ hotel in Coimbatore, which commenced operations fifteen years back, the profits

from s\:_o: are ¥ 120 lakhs for the A.Y.2024-25 Also, assume that payments for capital

expenditure were made by net banking. [SM Q]
Answer 8

Computation of profits and gains of business or profession for A.Y. 2024-25

Particulars 7

on scientific research

, Dcmm:o: 7

Mr. A commenced operations of the businesses of setting up a warehousing B.Q:G for
storage of food grains, sugar and edible oil on 1.4.2023. He incurred capital expenditure of ¥
80 lakh, T 60 lakh and ¥ 50 lakh, respectively, on purchase of land and building during the
period January, 2023 to March, 2023 exclusively for the above businesses, and capitalized
the same in its books of account as on 1st April, 2023. The cost of land included in the
above figures is T 50 lakh, T 40 lakh and ¥ 30 lakh, respectively. During the P.Y. 2023-24,
he incurred capital expenditure of ¥ 20 lakh, ¥ 15 lakh & ¥ 10 lakh, respectively, for
extension/ reconstruction of the building purchased and used exclusively for the above
businesses.

Compute the income under the head “Profits and gains of business or profession” for the
AY.2024-25 and the loss to be carried forward, assuming that Mr. A has fulfilled all the
conditions specified u/s 35AD and wants to claim deduction u/s 35AD and has not claimed
any deduction under Chapter VI-A under the heading “C — Deductions in respect of certain
incomes”.

The profits from the business of setting up a warehousing facility for storage of food grains,
sugar and edible oil (before claiming deduction u/s 35AD and section 32) for the A.Y. 2024-
25 is T 16 lakhs, ¥ 14 lakhs and ¥ 31 lakhs, respectively. Also, assume in respect of

expenditure incurred, the payments are made by account payee cheque or use of ECS
through bank account. [SM Q]

| O:mmn..o_._ 8

Mr. Suraj, a proprietor, commenced operations of the business of a ne i
_ r \ w three-star hotel in
z_mncﬁm_. Tamil Nadu on 1.4.2023. He incurred capital expenditure of ¥ 50 lakh during the
um:oa.;m:.:m? 2023 to March, 2023 exclusively for the above business, and capitalized the
_w_wsw =a._ his .wn“oxm of uoooca as on 1st April, 2023. Further, during the P.Y. 2023-24, he
urred capital expenditure of ¥ 2 crore (out of which # 1.5 . isitior
land) exclusively for the above business, Oreines o seiston o
Compute the income under the head “Profits and gai i
. gains of busines
>.<.mom¢-mm. assuming that he has fulfilled all the conditi
for claiming amncn__o: u/s 35AD; and he has not claimed any
under the heading “C - Deductions in respect of certain incomes”.

%ﬂm%@o%aﬂﬂoﬁ the business of running this hotel (before claiming deduction u/s 35AD) for
Y. ~2918 T 25 lakhs. Assume that he also has another existing business of running
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_#o_._.m, from the specified business of new hotel in Madurai (before providing 25 lakh
deduction ws 35AD)

Less: Deduction u/s 35AD
ﬁunm_m_,nuto_:n_::_‘n incurred during the P.Y.2023-24 (excluding the
expenditure incurred on acquisition of land) = 7 200 lakh - Z 150 Jakh 50 lakh

Capital  expenditure incurred prior to 1.4.2023 (ie., prior to
commencement of business) and capitalized in the books of account as

on 1.4.2023 50 lakh
Total deduction w/s 35AD for A.Y.2024-25

100 lakh
Loss from the specified business of new hotel in Madurai (75 lakh)
Profit from the existing business of running a hotel in Coimbatore 120 lakh
Net profit from business afler set-off of loss of specified business against profits of 45 lakh

another specified business u/s 73A

D:mwzo: 9

Mr. Arnav is a proprietor having two units — Unit A carries on specified business of setting
up and operating a warehousing facility for storage of sugar; Unit B carries on non-specified
business of operating a warehousing facility for storage of edible oil.

Unit A commenced operations on 1.4.2022 and it claimed deduction of ¥ 100 lacs incurred
on purchase of two buildings for ¥ 50 lacs each (for operating a warehousing facility for

Examine the tax implications of such transfer in the hands of Mr. Arnav.

D:mm:o: 10

First Flight Ltd. is an existing Indian Company, which sets up a new industrial unit. It incurs
the following expenditure in connection with the new unit:

Preparation of project report 4,00,000 |
Market survey 3,00,000
Legal and other charges for issue of additional capital required for the new unit 2,00,000
Total 9,00,000

The following further data is given:

Cost of project 30,00,000
Capital employed in the new unit 35,00,000

What is the deduction admissible to the company under section 35D for Assessment Year
2023-247
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o_._mmzo: 1 a |

{ of each employee under a pension

% sic salary to the accoun | . v

Mw%s%ﬂmﬁﬂﬁ%% w:\owm*ﬂ_%_ _monno‘ Deamness Allowance 1S 40% of basic salary and it
S

f the employees. :
fomepart #7peY : able u/s 36(1)(iva), if the basic salary of the

t of deduction allow. .
Mhﬂw,m%m%wm@wﬁwﬁ _oo~ 10 lakh. Would disallowance uls 40A(9) be altracted, and if so, to

what extent? [sMaQ

Arevert Computation of deduction /s 36(1)(iva) and disallowance u/s 40A(9)
Particulars 3 J

Basic Salary 10,00,000

Dearness Allowance(@40% of basic salary [DA forms part of pay] 4,00,000

Salary for the purpose of section 36(1)(iva) (Basic Salary + DA) 14,00,000

Actual contribution (20% of basic salary i.e., 20% of ¥ 10 lakh) 2,00,000

Less: Permissible deduction u/s 36(1)(iva)

(10% of basic salary plus dearness pay = 10% of 7 14,00,000 = ¥ 1,40,000) 1,40,000

Excess contribution disallowed w/s 40A(9) 60,000
o:mmzo: 12

Delta Ltd. credited the following amounts to the account of resident payees in the month of
March, 2024 without deduction of tax at source. What would be the consequence of non-
deduction of tax at source by Delta Ltd. on these amounts during the financial year 2023-24,
assuming that the resident payees in all the cases mentioned below, have not paid the tax,
if any, which was required to be deducted by Delta Ltd.?

~ Particulars Amount in ¥

(1) | Salary to its employees (credited and paid in March, 2024) 12,00,000

(2) |Directors’ remuneration (credited in March, 2024 and paid in April, 28,000
2024)

Would your answer change if Delta Ltd. has deducted tax on directors’ remuneration in

April, 2024 at the time of payment and remitted the same in July, 20247 [SM Q]

Answer 12

Non-deduction of tax at source on any sum payable to a resident on which tax is deductible at source
would attract disallowance /s 40(a)(ia).

Therefore, non-deduction of tax at source on any sum paid by way of salary on which tax is
deductible w/s 192 or any sum credited or paid by way of directors’ remuneration on which tax is
deductible u/s 194J, would attract disallowance@30% w/s 40(a)(ia). Whereas in case of salary, tax
has to be deducted u/s 192 at the time of payment, in case of directors’ remuneration, tax has mo be
a&.:&& at the time of credit of such sum to the account of the payee or at the ::...n of payment
i.__n_i.m_. ._.m carlier. Therefore, in both the cases i.c., salary and directors’ 85::0&;% tax .m_..
deductible in the P.Y.2023-24, since salary was paid in that year and directors’ Racsm&:.o: was

credited in that year. Therefore, the amount to be disallowed v/ 40(a)(i i , i
income for A.Y.2024-25 is as follows - * SUSHBLaaeomiing busineds

Particulars Amount paid | Disallowance u/s

in? 40(a)(ia) @30%
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(1) Salary [tax is deductible u/s _cm -

12,00,000 3.60.000
(2)  Dircctors” remuneration 28,000 8.400
[tax is deductible u/s 194)
without any threshold limit] ,, 5
Disallowance u/s 40(a)(ia) 3,68,400

11" the tax is deducted on directors’ remuneration in the next year i.e., P.Y.2024-25 at the time of

payment and ._‘o_..,_:_ca lo the Government, the amount of Z 8400 would be allowed as deduction .
while computing the business income of A.Y. 2025-26. 1

O:mm:o: 13

During the financial year 2023-24, the following payments/expenditure were made/ incurred

by Mr. Yuvan Raja, a resident individual (whose turnover during the year ended 31.3.2023
was ¥ 99 lacs):

(i) _:,mqmm.p of ¥ 45,000 was paid to Rehman & Co., a resident partnership firm, without
deduction of tax at source:

(i) ¥ 10,00,000 was paid as salary to a resident individual without deduction of tax at
source;

(i) Commission of ¥ 16,000 was paid to Mr. Vidyasagar, a resident, on 2.7.2023 without
deduction of tax at source.

Briefly discuss whether any disallowance arises under the provisions of section 40(a)(ia) of
the Income-tax Act, 1961 assuming that the payees in all the cases mentioned above, have |
not paid the tax, if any, which was required to be deducted by Mr. Raja? smaqj

Answer 13

Disallowance u/s 40(a)(ia) of the Income-tax Act, 1961 is attracted where the assessee fails to deduct
tax at source as is required under the Act. or having deducted tax at source, fails to remit the same to
the credit of the Central Government within the stipulated time limit.

(i) The obligation to deduct tax at source from interest paid to a resident anises w's 194A in the case
of an individual, whose total turnover in the immediately preceding previous year. i.e., P.Y.2022-
23 exceeds T | crore.

Thus, in present case, since the turnover of the assessee is less than T | crore. he is not liable to
deduct tax at source. Hence, disallowance w/s 40(a)(ia) is not attracted in this case.

(ii) The disallowance of 30% of the sums payable ws 40(a)(ia) would be attracted n respect of all
sums on which tax is deductible under Chapter XVII-B. Section 192, which requires deduction of
tax at source from salary paid, is covered under Chapter XVII-B. The obligation to deduct tax at
source w's 192 arises, in the hands all assessee-employer even if the tumover amount does not
exceed T | crore in the immediately preceding previous year.

Therefore, in the present case, the disallowance w/s 40(a)(ia) is attracted for failure to deduct tax
at source u/s 192 from salary payment. However, only 30% of the amount of salary paid without
deduction of tax at source would be disallowed.

(iii) The obligation to deduct tax at source w/s 194-H from commission paid in excess of T 15,000 to a
resident arises in the case of an individual, whose total tumover in the immediately preceding
previous year, i.¢., P.Y.2022-23 exceeds ¥ 1 crore. Thus, in present case, since the rnover of the
assessee is less than T 1 crore, he is not liable to deduct tax at source ws 194-H. Mr. Raja is not
required to deduct tax at source w's 194M also since the aggregate of such no:.,.ﬁpmm,as 1o Mr.
Vidyasagar does not exceed T 50 lakh during the P.Y. 2023-24. Therefore, disallowance w's
40(a)(ia) is not attracted in this case.

CA Bhanwar Borana



Question 14

D:mm:o: 15

jon (PGBP)
pter 5: Profit & Gain from Business of Profession (

g of two partners, reports a net profit of ¥ 7,00,000

Rao & Jain, a partnership firm oo:m_m:,j
pefore deduction of the following items. A
(1) Salary of 2 20,000 each per month payable 10
authorized by the deed of partnership).
(2) Depreciation on plant and machinery uls

(3) Interest on capital at 15% per annum (as per
capital eligible for interest is ¥ 5,00,000.

orking partners of the firm (ag

32 Hooavcﬂm& 7 1,50,000.
the deed of partnership). The amount of

Compute:
(i) Book-profit of the firm u/s 40(b) of
(i) Allowable working partner salary for the assessment ye

the Income-tax Act, 1961 .
ar 2023-24 as per section 40(b).

[SM Q]

C and D carrying on business in parinership, sharing

A firm comprising of four partners A, B, its books after deduction of the

profits/ losses equally shows a profit of ¥ 2,00,000 in
following amounts for the year :

“ Particulars Amt.
| (a) Remuneration to partner ‘A’ who is not actively engaged in business 60,000
h (b) Remuneration to partners ‘B’ & ‘C' actively engaged in business

Partner ‘B’ 80,000
ﬁ Partner ‘C’ 90,000
W (c) Interest to partner ‘D' on loan of 1,50,000 36,000

The deed of partnership provides for the payment of above remuneration and interest to
partners. You are required to work out the taxable income of the firm as well as partners for

assessment year 2024-25.

o:mmzo: 16

Hari, an individual, carried on the business of purchase and sale of agricultural commodities
like paddy, wheat, etc. He borrowed loans from Andhra Pradesh State Financial Corporation
(APSFC) and Indian Bank and has not paid interest as detailed hereunder:

Chapter 5: Profit & Gain from Business or Profession (PGBP)

Answer 16

M\“Henﬂmﬂ_ﬁwn%n%n_wowhww. any interest payable on the term _E_._m to specified financial institutions
only in the wnmw %_, wm ¢ on any _om:.; and advances to, inter alia, scheduled _um_._,_% shall be allowed
assessee. Where _:M_.nwiﬂ.: oﬁmc.n: interest irrespective of the method of accounting ?:.os.nn_ by the
o oo=<, et 1 1s default in the payment of interest by Em assessee, such unpaid interest may
erted into loan. Such conversion of unpaid interest into loan shall not be construed as
payment of interest for the purpose of section 43B. The amount of unpaid interest so converted as
loan m_s.: be allowed as deduction only in the year in which the converted loan is actually paid.
In _.:n given case of Hari, the unpaid interest of 2 15,00,000 due to APSFC and of Z 30,00,000 due to
Indian Bank was converted into loan. Such conversion would not amount to payment of interest and
would not, ._:n_qo_.oqﬁ be eligible for deduction in the year of such conversion. Hence, claim of Hari
that the entire interest of ¥ 45,00,000 is to be allowed as deduction in the year of conversion is not
tenable. The deduction shall be allowed only to the extent of repayment made during the financial

year. Accordingly, the amount of interest eligible for deduction for the A.Y.2024-25 shall be
calculated as follows:

Interest Number of Amount per | Instalments Interest
outstanding Instalments instalment paid allowable
®)
APSFC 15 lakh 60 25,000 5 1.25.000
Indian Bank 30 lakh 60 50,000 3 1,50,000
Total amount eligible for deduction 2,75,000

5 4
M (i) Hbzaram Pradesh State Financial Corporation (P.Y. 2022-23 & 2023-24) 15,00,000
| (i) [ Indian Bank (P.Y. 2023-24) 30,00,000
‘ 5 45,00,000

Both APSFC and Indian Bank, while restructuring the loan facilities of Hari during the year
2023-24, converted the above interest payable by Hari to them as a loan repayable in 60
equal installments. During the year ended 31.3.2024, Hari paid 5 installments to APSFC and
3 instaliments to Indian Bank.

Hari claimed the entire interest of ¥ 45,00,000 as an expenditure while computing the

_qooam from U.:m_,amm.m of purchase and sale of agricultural commodities. Examine whether
his claim is valid and if not what is the amount of interest, if any, allowable. [SM Q]
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D:mwzo: 17

Vinod is a person carrying on profession as film artist. His gross receipts from profession
are as under:

Particulars 4

Financial year 2020-21 1,15,000

Financial year 2021-22 1,80,000

Financial year 2022-23 2,10,000

What is his obligation regarding maintenance of books of accounts for Assessment Year
2024-25 uls 44AA of Income-tax Act, 196172 [SM Q]

Answer 17

Section 44AA(1) requires every person carrying on any profession, notified by the Board in the

Official Gazette (in addition to the professions already specified therein), to maintain such books of

account and other documents as may enable the Assessing Officer to compute his total income m

accordance with the provisions of the Income-tax Act, 1961.

As per Rule 6F, a person carrying on a notified profession shall be required to maintain specified

books of accounts:

(i) if his gross receipts in all the three years immediately preceding the relevant previous year has
exceeded T 1,50,000; or

(i) if it is a new profession which is setup in the relevant previous year, it is likely to exceed ¥
1,50,000 in that previous year.

In the present case, Vinod is a person carrying on profession as film artist, which is a notified

profession. Since his gross receipts have not exceeded Z 1,50,000 in financial year 2020-21, the

requirement u/s 44AA to compulsorily maintain the prescribed books of account is not applicable to

him.

Mr. Vinod, however, required to maintain such books of accounts as would enable the Assessing
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Officer to compute his total income. o:mm:o: 19
D:mm:o: 18 50,000 for the financi Mr. X commenced the business of operating goods vehicles on 1.4.2023. He purchased the
. r of ¥ 298,50, cial : : = ehi
Mr. Praveen engaged in _.ﬂm__ n.qmamw _”m%%_“wmwsm._ﬂﬂmmoww-ma s % 14,00,000 and balance following vehicles during the P.Y.2023-24. Compute his income u/s 44AE for A.Y.2024-25.
year 2023-24. Amount received _%anm on or before 313 October 2024. His income from the Gross Vehicle Weight (in Number Date of purchase
through prescribed electronic mode "\ ie 7 15,00,000 computed as per the provisions of kilograms)
said business as per books of mooocc s or Profession” of the Income-tax Act, 1961,
Chapter IV-D “Profits and omsw ﬁoouahwq Mir. Praveen. A.Y. 2023-24 was the first year for (1) 7,000 2 10.04.2023
i i only source ot | . = rai i
mmwn ﬂmmam m_m ws_,wa :w business income in accordance with the provisions of presumptive (2) 6,500 ] 15.03.2024
R igi t for presumptive determination of his income ) 10,000 3 16072023
() Is Mr. Praveen also eligible to op gl (@) S00
chargeable to tax for the assessment year 2024-257 . ; N 1,000 1 02.01.2024
(i) If so, determine his income from retail trade as per the mmnh_omc_m presumptive provision (5) 15,000 : 008,203
assuming that whole of the turnover represents cash receipis. 4 tail trad (6) 15,000 1 23.02.2024
(i) In case Mr. Praveen does not opt for presumptive taxation of income from relall frace i e
what are his obligations under the Income-tax Act, 19617 ‘ <<o:u.n_ your answer change if the goods vehicles purchased in April, 2023 were put to use
(iv) What iis the due date for filing his return of income under both the options? [SM Q] only in July, 20237 [SM Q]
Answer 18 ocmmzos 20
) ., Mr. Venus., engaged in manufacture of pesticides, furnishes the following particulars
(i) Yes. Since his cash receipts during the P.Y. does not u&.om the total turnover :.Poo,.o.oo\ relating to its manufacturing unit at Chennai, for the year ending 31-3-2024:
2.98.50,000 x 100) and his total turnover for the F.Y.2023-24 is below ¥ 300 lakhs, he is eligible — — — ~
for presumptive taxation scheme /s 44AD in respect of his retail trade business. Vo g ; % (g et B aa Ty vt (R in lacs)
. " DV i 3.
(i1) His income from retail trade, applying the presumptive tax provisions w/s 44AD, would be I WDV of Plant and Machinery on 31.3.2023 S
18,19,000 (% 1,12,000, being 8% of T 14,00,000 + ¥ 17,07,000, being 6% of X 2,84,50,000). Depreciation including additional depreciation for P.Y. 2022-23 4.75
) New machinery purchased on 1-9-2023 10
(iii) Mr. Praveen had declared profit for the previous year 2022-23 in accordance with the )
presumptive provisions and if he wants to declare profits as per books of account which is lower New machinery purchased on 1-12-2023 8
than the presumptive income for any of the five consecutive assessment years i.c., A.Y. 2024-25 t hased on 3-1-2024 4
to A.Y. 2028-29, he would not be eligible to claim the benefit of presumptive taxation for five Compiter purchased on
assessment years subsequent to the assessment year relevant to the previous year in which the Additional information:
profit has not been declared in accordance the presumptive provisions i.e. if he declares profits « All assets were purchased by Alc payee cheque.

lower than the presumptive income in say P.Y. 2023-24 relevant to A.Y.2024-25, then he would

not be eligible to claim the benefit of presumptive taxation for A.Y. 2025-26 to A.Y. 2029-30. * Al assets were put to use immediately.

New machinery purchased on 1-12-2023 and computer have been installed in the office.

Consequently, Mr. Praveen is required to maintain the books of accounts and get them audited u/s .
t H e - . i e
63, SR it ame e iotailio BeselegsTy o e « During the year ended 31-3-2023, a new machinery had been purchased on 31-10-
. 2022, for ¥ 10 lacs. Additional depreciation, besides normal depreciation, had been
(iv) In case he declares presumptive income under section 44AD, the due date would be 31 July, claimed thereon.
mﬁﬂg“m—ﬂ”ﬂ _.nqm__wﬂﬁm M_.Mhﬂ%m_ﬂnﬂ mwooﬁ of account which is lower than the presumptive « Depreciation rate for machinery may be taken as 15%.
return o,m ESH”M would _um u_n_wo%_uwaomwmmcca audited, in'which case the duc date for filing of Compute the depreciation available to the assessee as per the provisions of the Income-tax
i ) Act, 1961 and the WDV of different blocks of assets as on 31-3-2024. Assume that he
exercises the option of shifting out of the default tax regime provided u/s 115BAC(1A) [SM Q]
Answer 20
Computation of written down value of block of assets of Venus Ltd. as on 31.3.2024
Particulars Plant & Computer
Machinery (% in lacs)
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r Proreaaress v —
S8 Rinlacs) | [
3000,
023) Nil
alue (as on 3132 o for PY. 475
Written dow? ;_,_w; ding additional depreciation for -
Less: _um?ﬁ._m:o: including
202223 25.25
- . n _.&Newu
Qpening balance a5 0 uired during the year
Add- Actual cost of new assets unﬁ s 10.00
.z?.. machinery purchased O ”.h_u.g:,.md 8.00 i
New machinery an_aﬁo“_ew-.- - 400
Computer purchased o1 -5 4325 Jﬂ
. ar i )
Less: Assets «old/discarded/destroyed dunng the ye il Nil
. 43.25
Written Down Value (ason 31.03.2024) 4.00
Computation of Depreciation for AY. N.Sa-mm
— ‘—u.u_.nn_.._u‘_.m Plant & Computer
Machinery ® in lacs)
(% in lacs)
L | Assets put to use for more than 180 ._»%g.m:n?_m
' for 100% depreciation calculated nE._!:mm. the
eligible rate of normal depreciation and additional
depreciation
Normal Depreciation
- WDV of plant and machinery (¥ 25.25 lacs x 3.79 -
15%)
- New Machinery purchased on 1.9.2023 (X 10 1.50 -
lacs x 15%)
(A) 5.29 -
Additional Depreciation
W%szmn_._inq purchased on 1.9.2023 (% 10 lakhs x 2.00 .
s i
Balance additional depreciation in respect of new
w_s__,sﬁ purchased on 31.10.2022 and put to use
xo“omwwu mw%\_wmc days in the P.Y. 2022-23 (% 10 lakhs 1.00
- (B) 3.00
- |Assets put t
or 0% depreciaton sare. 0125 SEbe
eligible rate of _S:E__”_ ca a,.__um& applying the
depreciation, if any ¢preciation and additional
Normal Depreciation
New machij
chinery purchased on 1122023 [Z 8 lacs x
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Particulars Plant & Computer
Machinery (¥ in lacs)
(Z in lacs)
7.5% (i.e., 50% of 15%)] 0.60 -
Computer purchased on 3.1.2024 [Z 4 lacs x 20% - 0.80
(50% of 40%)] .
(©) 0.60 0.80
Total Depreciation (A+B+C) 8.89 0.80

Notes:

(1) As per section 32(1)(iia), additional depreciation is allowable in the case of any new machinery
or plant acquired and installed after 31.3.2005, by an assessee engaged, infer alia, in the business
of Bw.::mmna_.n or production of any article or thing, at the rate of 20% of the actual cost of such
machinery or plant.

However, additional depreciation shall not be allowed in respect of, inter alia,—~

(i) any office appliances or road transport vehicles;

(if) any machinery or plant installed in, inter alia, office premises.

In view of the above provisions, additional depreciation cannot be claimed in respect of -
(1) Machinery purchased on 1.12.2023, installed in office and

(11) Computer purchased on 3.1.2024, installed in office.

Balance additional depreciation@10% on new plant or machinery acquired and put to use for less
than 180 days in the year of acquisition which has not been allowed in that year, shall be allowed
in the immediately succeeding previous year.

Hence, in this case, the balance additional depreciation@!10% (i.e., T 1 lakhs, being 10% of T 10
lakhs) in respect of new machinery which had been purchased during the previous year 2022-23 and
put to use for less than 180 days in that year can be claimed in P.Y. 2023-24 being immediately
succeeding previous year.

D:mm:o: 21
Mr. Abhimanyu is engaged in the business of generation and distribution of electric power.
He opts to claim depreciation on written down value for income-tax purposes. From the
following details, compute the depreciation allowable as per the provisions of the Income-tax
Act, 1961 for the assessment year 2024-25, Assume that he exercises the option of shifting
out of the default tax regime provided u/s 115BAC(1A) (T in lacs)

(i) WDV of block as on 31.3.2023 (15% rate) 50

@

~—

(i) Depreciation for P.Y. 2022-23 7.50

(iii) New machinery purchased on 12-10-2023 10

(iv) Machinery imported from Colombo on 12-4-2023. 9
This machine had been used only in Colombo earlier and the assessee is the first user
in India.

(v) New computer installed in generation wing unit on 15-7-2023 2

All assets were purchased by A/c payee cheque. [SM Q]

Answer 21
Computation of written down value of block of assets of Venus Ltd. as on 31.3.2024
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in from mﬁm_ﬂ . — N
Chapter 5 rofit & G211 S Compyge,
particulars Machinery (in] er
(¥ in lacs) acs)
5 s0.00]
31.3.2023 _
'Written down value (as 07 . ation for P.Y. 75
, . quding m&nmno?p— deprec
| Less: Depreciation incho -
2022-23 425
' Opening balance 3¢ 07 S during the year
,  acsets acquired dunng
| 4dd Actual ost of W 3% _M o 9.00
| New machinery purchased O 00 10.00 ;
| New machinery purchased o 12.10.285 .
f 5.07.2023 - 20
,. hased on 13. 0
Wnonﬁca_ purc g =
Less: Assels mo__&%&ﬂgug during the year Nil T:_
| e }’/
' Written Down Value (as on 31.032024) 43.25 200
Computation of Depreciation for A.Y.2024-25
Particulars Eu:.a & Computer
Machinery R in lacs)
(X in lacs)
| L Assets put to use for more than 180 days, eligible
, ‘for 100% depreciation calculated applying the
eligible rate of normal depreciation and additional
depreciation
Normal Depreciation
, - WDV of plant and machinery (¥ 42.5 lacs x 6.375 -
‘ 15%)
i ﬁ% Machinery purchased on 12.04.2023 (% 9 1.35 .
acs x 15%)
: wﬂ_ﬁ purchased on 15.07.2023 [T 2 lacs x ) -
o .
" (A 7.725
Additional Depreciation )
New Machi
) _co\&_mnwsna‘ purchased on 12,10.2023 ( 10 lakhs 1.00
>n_ﬂ._=Q=.m_ De iati
installed in mnawﬂmwu_cn@%\, on new computer
lakhs] wing of the unit [20% of 7 2 0.4

Chapter 5: Profit & Gain from Business or Profession (PGBP)

Particulars 7 Plant & Computer
_, Machinery (Z in lacs)
(% in lacs)
IL. | Assets put to use for less than 180 days, m_mm:u_m_,
?....mo..\o depreciation calculated applying the
eligible rate of normal depreciation and additional
depreciation, if any
Normal Depreciation
New machinery purchased on 1.12.2023 [% 10 lacs x
7.5% (i.c., 50% of 15%)] 0.75 -
(©) 0.75 0.40|
Total Depreciation (A+B+C) 9.475 12

Note:- e

.,:.ﬁ benefit of additional depreciation is available to new plant and machinery acquired and installed
in power sector undertakings. Accordingly, additional depreciation is allowable in the case of any
new machinery or plant acquired and installed by an assessee engaged, inter alia, in the business of
generation, transmission or distribution of power, at the rate of 20% of the actual cost of such =
machinery or plant. =
Therefore, new computer installed in generation wing units eligible for additional depreciation@20%. :
Since the new machinery was purchased only on 12.10.2023, it was put to use for less than 180 days
during the previous year, and hence, only 10% (i.e., 50% of 20%) is allowable as additional
depreciation in the A.Y.2024-25. The balance additional depreciation would be allowed in the next
year.

However, additional depreciation shall not be allowed in respect of, inter alia, any machinery or plant
which, before its installation by the assessee, was used either within or outside India by any other
person. Therefore, additional depreciation is not allowable in respect of imported machinery, since it
was used in Colombo, before its installation by the assessee.

ENLD

D:mm:o: 22

Examine with reasons, the allowability of the following expenses incurred by Mr. Manav, a

wholesale dealer of commodities, under the Income-tax Act, 1961 while computing profit

and gains from business or profession for the Assessment Year 2024-25. Assume that he

exercises the option of shifting out of the default tax regime provided u/s 115BAC(1A).

(i) Construction of school building in compliance with CSR activities amounting to 4
5,60,000.

(ii) Purchase of building for the purpose of specified business of setting up and operating a
warehousing facility for storage of food grains amounting to T 4,50,000.

(iii) Interest on loan paid to Mr. X (a resident) ¥ 50,000 on which tax has not been deducted.
The sales for the previous year 2022-23 was ¥ 202 lakhs. Mr. X has not paid the tax, if
any, on such interest.

(iv) Commodities transaction tax paid ¥ 20,000 on sale of bullion. [SM Q]

Answer 22
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Allowability of the exp

omputing profit sCEt ilding in com 21 evranditure
¢ Constraction of school but o in the nature of capital expenditure or persong] o
1l :

. g:- ...._.:_E

Uis 37(1),only expendir® s%“seﬂa ,,__5__.,_%@90_5_5_«9Eeommmorrm

IS 3 , 5 3010 36, an 5 ccﬁ..nzﬂmm income.

(covered WSSV L omputing bus - .

=_o_o”,‘&mm“ deduction ,::_wn _“_ by an assessee On the activities relating to corporg, .

al . urre Companies Act, 2013 shall not be deemeq 1, ro_m_
a

/ ex : 5 of the
However, any & - cection 135 of 1 . v
referred to 10 S€C business and hence, shall not be allowed as deductiop w/s 37 e

for the purpose of o incurred by Mr. Manav, towards constructior,

ount M. M %wo%nmw_ ties shall not be allowed as deduction u/s 37,
¢ Wi ¢ up and operating a warehousing facility for Storage of fooq

) 4(—:;

pliance with CSR activities
TPense gng
business is

responsibility
been incurred
Accordingly. Em_wa
building in complianc .
(i) Purchase of building for settin

grains nt-linked tax deduction u/s 35AD @100% ;

N . igible for investme o . N respecy
Mr. ZEE.,SW__w _”mno_%_ invested in purchase of building for setting up and Operating
of amount of .-_.mﬁ storage of food grains which commences operation on or after g April

warchousing facility this case), if Mr. Manav does not opt for section 115BAC.

y 194 1
2009 (P.Y .BUMM_ _”__.% ubnder section 35AD while noancn.:m business income of
QQMMHWFMMQ =._“v=a be 7 4.50,000, if Mr. Manav opts for section 35AD.
(ii) HH.& on loan paid to Mr. X (2 resident) ¥ 50,000 on i—.mn._. tax has not been deducted
Mr. Manav. being an individual is required to deduct tax at source on the
Joan paid to Mr. X, since his turnover during the previous year 2022-3

of mn_..oo_

such

As per section 194A,
amount of interest on
exceeds T 100 lacs.
Therefore. 7 15.000, being 30% of ¥ 50,000, would be disallowed w/s 40(a)(ia) while computing
the business income of Mr. Manav for non-deduction of tax at source u/s 194A on interest of 7
50,000 paid by it to Mr. X.
The balance ¥ 35,000 would be allowed as deduction /s 36(1)(iii), assuming that the amount was
borrowed for the purposes of business.

(iv) Commodities transaction tax of ¥ 20,000 paid on sale of bullion Commaodities transaction tax
paid in respect of taxable commodities transactions entered into in the course of business during
the previous year is allowable as deduction, provided the income arising from such taxable

commodities transactions is included in the income computed under the head “Profits and gains
of business or profession”.

Taking that income from this commodities transaction is included while computing the business

um%_mwﬁ. Manav, the commodity transaction tax of ¥ 20,000 paid is allowable as deduction

Question 23

Examine with reasons, for the followin
true or false having regard to the provi

i) For i
(i) mmvo_wmﬁﬂ_mﬂ in .m:mam_m:a securities, securities tran
ange is permissible business expenditure

(i) Where a per :
has been m__o%m__qwnd_wcmmn%%ﬁma__m System of accounting, an expenditure of ¥ 25,000
assessee makes the payme _mm_m andin a later year, in respect of the said expenditure.
the profits ang gains of ccmm:“mmﬁcwmwwwm% through a crossed cheque, ¥ 25,000 can be
(i) It is mandato ‘ A) in the year of pa t
~19al0ry o provide for i1 payment. .
computing income unger g :mmmuan_mzo: Us 32 of the Income-tax Act, 1961, while

(v) The medicaim premium pai Profits and Gains from Business and Profession”.
Paid to GIC by M. Lomesh for his employees, by a draft, O

g sub-divisions, whether the following statements are
sions of the Income-tax Act, 1961:

saction tax paid in a recognized
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27.12.2023 is a deductible expenditure u/s 36.

(v) Uls 35DDA, amortization of expenditure incurred under eligible Voluntary Retirement
Scheme at the time of retirement alone, can be done.

(vi) An existing assessee engaged in trading activities, can claim additional depreciation u/s
32(1)(iia) in respect of new plant acquired and installed in the trading concern, where the
increase in value of such plant as compared to the approved base year is more than
10%.

Answer 23

(1) True: Section 36(1)(xv) allows a deduction of the amount of securities transaction tax paid by
the assessee in respect of taxable securities transactions entered into in the course of business
during the previous year as deduction from the business income of a dealer in shares and
securities.

(i) True: As per section 40A(3A), in the case of an assessee following mercantile system of
accounting, if an expenditure has been allowed as deduction in any previous year on due basis,
and payment exceeding ¥ 10,000 has been made in the subsequent year otherwise than by an
account payee cheque or an account payee bank draft or use of ECS through a bank account or
through such other prescribed electronic modes such as credit card. debit card, net banking,
IMPS, UPI, RTGS, NEFT, and BHIM Aadhar Pay, then, the payment so made shall be deemed to
be the income of the subsequent year in which such payment has been made.

(iii) True: According to the Explanation 5 to section 32(1), allowance of depreciation is mandatory.
Therefore, depreciation has to be provided mandatorily while calculating income from business/
profession whether or not the assessee has claimed the same while computing his total income.

(iv) True: Section 36(1)(ib) provides deduction in respect of premium paid by an employer to keep in
force an insurance on the health of his employees under a scheme framed in this behalf by GIC or
any other insurer. The medical insurance premium can be paid by any mode other than cash, to be
eligible for deduction u/s 36(1)(ib).

(v) False: Expenditure incurred in making payment to the employee in connection with his voluntary
retirement either in the year of retirement or in any subsequent year, will be entitled to deduction
in 5 equal annual installments beginning from the year in which each payment is made to the
employee.

(vi) False: Additional depreciation can be claimed only in respect of eligible plant and machinery
acquired and installed by an assessee engaged in the business of manufacture or production of
any article or thing or in the business of generation or transmission or distribution of power.

In this case, the assessee is engaged in trading activities and the new plant has been acquired and
installed in a trading concern. Hence, the assessee will not be entitled to claim additional
depreciation ws 32(1)(iia).

D:mm:o: 24
Examine, with reasons, the allowability of the following expenses under the Income- tax Act,
1961 while computing income from business or profession for the Assessment Year 2024-
25:
(i) Provision made on the basis of actuarial valuation for payment of gratuity ¥ 5,00,000.

However, no payment on account of gratuity was made before due date of filing return.

(ii) Purchase of oil seeds of ¥ 50,000 in cash from a farmer on a banking day.
(iii) Tax on non-monetary perquisite provided to an employee ¥ 20,000.
(iv) Payment of ¥ 50,000 by using credit card for fire insurance.

(v) Salary payment of ¥ 4,00,000 to Mr. X outside India by a company without deduction of
tax assuming Mr. X has not paid tax on such salary income.

CA Bhanwar Borana
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Answer 24 plc as deduction: As vﬁ.mwn_“_”a_“_% by the assessee in his books of mnno”w__:mﬂ__.”m
Not allowable & t of any provisSi®® == ing two cases: e
u business income 17 q_wm_mﬂma_u_a‘na except in the following it
payment of gratuity ! o is made for the purpose of payment © y way of contribytig,
1 V1S .
n z,__ﬂwmmgmw M“MBE.A_ gratuity fund; or o Aoy Baynnb ol 52
tow de for the purpose © making ount of Eratuity

(2) where any provision is ma

Unat has become payable durine 7
) the u_dﬁm_o
in the ﬂwﬁmﬁ:— case,
H_meﬂ “E o be disallowed u/s 40A(7:
of eratuity. e ose of contributi
Note: It is assumed that such provision is not for the purp ution towards gy,
approved gratuty fund.

(ii) Allowable as deduction:
agricultural produce directly ¢
disallowance ws 40A(3) 15 @
10,000. . d si
Therefore, in the given case, disallowance ws 40A(3) is not attracted since, cash payment for
purchase of oil seeds is made directly to the farmer.

(iii) Not allowable as deduction: Income-tax of ¥ No..oco paid by the employer in respect of nop.
m._o_..mE.w perquisites provided to its employees is exempt in the hands of the employee W/
10{10CC). .

As per section 40(a)(v), such income-tax paid by the employer is not deductible while computing
business income.

(iv) Allowable as deduction: Payment for fire insurance is allowable as deduction u/s 36(1). Since
payment is made by credit card, which is a prescribed electronic mode, disallowance u/s 40A(3)
is not attracted in this case.

(v) Not allowable as deduction: Disallowance u/s 40(a)(ii1) is attracted in respect of salary payment
of T 4,00,000 outside India by a company without deduction of tax at source.

(vi) Allowable as deduction: The limit for attracting disallowance u/s 40A(3) for payment otherwise
than by way of account payee cheque or account payee bank draft or use of ECS through a bank
account or through such other prescribed electronic mode is ¥ 35,000 in case of payment made
for plying, hiring or leasing goods carriage. Therefore, in the present case, disallowance w/s

“wﬁwg is not attracted for payment of ¥ 30,000 made in cash to a transporter for carriage of

ring the waio._m year.
n made on the basis of actuarial valuation for Paymen
since, no payment has been actually made op mnnog”

As per Rule 6DD, in case the payment is made for purchase of
o the cultivator, grower or producer of such agricultural produce, pq
itracted even though the cash payment for the expense exceeds 7

ocmmzos 25

mxms_.:m with reasons, whether the follo
provisions of the Income-tax Act, 1961:

(a) Payment made in res ; i
¥25,000 through a oqnmo_ of a business expenditure incurred on 16 February, 2024 for

0ssed cheque is hi i h
(6) () s 2 conditio o q it by the provisions of section 40A(3).

ecedent i i
debtor to claim deduction *% Mmﬁﬁmammm_: HEEpokS:0f acESING D.AMEHNt Que Yo

wing statements are true or false, with regard to the

(i) Failure to deg )
inter alia, :o_% m%wsmh:m_mcam In accordance with the provisions of Chapter XVII-B,
disallowance while com m, Payable to a non-resident as rent or royalty, will resultin
puling the business income where the non-resident payee

CA Bhanwar Borand

has not paid the tax due on such income.
Answer 25

(a) ._..._..m" In order to escape the disallowance specified in section 40A(3), payment in respect of the
business expenditure ought to have been made through an account payee cheque. Payment
through a crossed cheque will attract disallowance u/s 40A(3).

(b) (i) True: It is mandatory to write off the amount due from a debtor as not receivable in the books
of account, in order to claim the same as bad debt w/s 36(1)(vii). However, where the debt has
been taken into account in computing the income of the assessee on the basis of ICDSs
notified s 145(2), without recording the same in the accounts, then, such debt shall be
allowed in the previous year in which such debt becomes irrecoverable and it shall be deemed
that such debt or part thereof has been written off as irrecoverable in the accounts for the said
purpose.

(ii) True: Section 40(a)(i) provides that failure to deduct tax at source from, infer alia, rent or
royalty payable to a non-resident, in accordance with the provisions of Chapter XVII-B, will
result in disallowance of such expenditure, where the non-resident payee has not paid the tax
due on such income.

o:mm:o_._ 26

Mr. Sivam, a retail trader of Cochin gives the following Trading and Profit and Loss Account
for the year ended 31st March, 2024:

Trading and Profit and Loss Account for the year ended 31.03.2024

"~ Paticulars | % | Particulars_ z
To Opening stocl 90,000 | By Sales 1,12,11,500
To Purchases 1,10,04,000 | By Closing stock 1,86,100
To Gross Profit 3,03,600 -
1,13,97,600 1,13,97,600
To Salary 60,000 | By Gross profit b/d 3,03,600
To Rent and rates 36,000 | By Income from UTI 2,400
To Interest on loan 15,000
To Depreciation 1,05,000
To Printing & stationery 23,200
To Postage & telegram 1,640
To Loss on sale of shares (Short 8,100
term)
To Other general expenses 7,060
To Net Profit 50,000
3,06,000 3,06,000

Additional Information:

(i) It was found that some stocks were omitted to be included in both the Opening and
Closing Stock, the values of which were:

Opening stock ¥9,000
CA Bhanwar Borana
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B 7 18,000

which is unreasonable 1o the exteny of ¥

Closing stock his brother,

d to
(i) Salary includes ¥ 10,000 pat

ry was paid in cash by way of gng fimeg
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(iv) The depreciation pro . .
following information: of plant and amoz:mi ie. ”jmo%qﬁm: ao,._<3 <mEm =
The opening balance iation for P.Y. 5022-23) is T 4,20,000. A new plant falling s on
31.3.2023 minus deprech wm._o:s.mm bought on 01.7.2023 for ¥ 70,000. Two olg e

lock of deprec
the same D07, 2023 for ¥ 50.000-

- i i 4.2023.
o tes includes GST liability of T 3,400 paid on 7.4.2 .
(v) Rentand r@ 000 paid as donation to a Public Charitable Tryst

nses include ¥ 2, .
(vi) Other general expe rofits and gains of Mr. Sivam under presumptive taxation

You are required am_,uoﬂmwuam%_m%mm per normal Eom_m_o:m & the Act. Assume that he
uls 44AD and pro om* Sifting out of the default tax regime provided u/s 115BAC(1A)
exercises the option unt of turnover received by account payee cheque or yge

le of the amo! . g
wa_.“m_.”—wo ﬁm, M__M _ﬁ:%mﬁaa through bank account during the previous year. [SM q]
0

inder i i the business of plying goods carriages. On 1% April, 2023, h
wﬁ_wﬂ_m_ﬁ“%m _Awm._.. ww wﬂnﬁ m:ma heavy goods vehicles, the gross vehicle weight of m.._n”
goods vehicle is 15,000 kg each). On ma. May, Mo_mw. he sold one of the heavy goods
vehicles and purchased a light goods vehicle on 6" May, 2023. This new vehicle could
however be put to use only on 15" June, 2023.

Compute the total income of Mr. Sukhvinder for the assessment year 2024-25, taking note

of the following data: [SM Q]
Particulars 4 z

Freight charges collected 12,70,000
Less : Operational expenses 6,25,000

Depreciation as per section 32 1,85,000

Other office expenses 15,000 8,25,000
Net Profit 4 45 000
Other business and non-busi i 70
7’ on-business income 70,000

Answer 27

Section 44AE would a
plying goods carriages
year,

Section 44 i . .

The inc oswm:w__.wnmamﬂ,oaﬂmuwﬁ%s__e: of business income of such assessees on a presumptive basis.
case may be, per month or m% _A,w M 1,000 per ton of gross vehicle weight or unladen weight, as the
part of month for each moemm So he month for each heavy goods vehicle and T 7,500 per month or
previous year or such higher rriage other than heavy goods vehicle, owned by the assessee in the
Mr. Sukhvinder’s business ; sum as declared by the assessee in his return of income.

(See Notes 1 & 2 below) ms_m_n*mwsm.ﬂ_““ﬂwm& %_u_wm_:m the provisions of section 44AE is ¥ 13,72,500

me would be ¥ 14,42,500,

ﬁz in the case of Mr. Sukhvinder since he is engaged in the business of
and owns not more than ten goods carriages at any time during the previous
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_‘_s.s.ne..a_., as per section 44AE(7), Mr. Sukhvinder may claim lower profits and gains if he keeps and
maintains proper books of account as per section 44AA and gets the same audited and furnishes a
report of such audit as required u/s 44AB. If he does so, then his income for tax purposes from goods
carriages would be ¥ 4,45,000 instead of Z 13,72.500 and his total income would be ¥ 5,15,000

1. Computation of total income of Mr. Sukhvinder for A.Y. 2024-25

Particulars Presumptiv e Where books
income are maintained
4 4
Income from business of plying goods carriages [See Note 2
Below] 13.72,500 4.45,000
Other business and non-business income 70,000 70,000
Total Income 14.42,500 5,15,000
2. Calculation of presumptive income as per section 44AE
Type of carriage No. of | Rate per ton per Ton Amount
months month/per B
month
(1) (2) (3) 4)
Heavy goods vehicle
1 goods carriage upto 1st May 2 1,000 15 (15,000/ 30,000
1.000)
5 goods carriage held throughout 12 1,000 15 (15,000/ 9,00,000
the year 1,000)
Goods vehicle other than heavy
goods vehicle
1 goods carriage from 6" May 1 7,500 - 82,500
4 goods carriage held throughout 12 7,500 - 3,60,000
the year
Total 13,72,500
D:mmno: 28

Mr. Raju, a manufacturer at Chennai, gives the following Manufacturing, Trading and Profit
& Loss Account for the year ended 31.03.2024:

Manufacturing, Trading and Profit & Loss Account for the year ended 31.03.2024

CA Bhanwar Borana

Particulars T Particulars z
To Opening Stock 71,000 |By Sales 2,32,00,000
To Purchase of Raw Materials 2,16,99,000 | By Closing stock 2,00,000
To Manufacturing Wages & 5,70,000
Expenses
To Gross Profit 10,60,000
2,34,00,000
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6.000|By Gross Profit 10,600 Questi A
e charges 3.2, gy Dividend from domestic 1 . ettlon 29
dministrative _ 000 By : 5.0 ingh i ;
To >qu enally 5 companies 00 MuﬂMmam_m@: IS engaged in composite business of growing and curing (further processing)
ToS Income from agriculture ’ cotiee in Coorg, .x.mam:mxm. The whole of coffee grown in his plantation is cured. Relevant
1,10,000 | By (net) 80,000 information pertaining to the year ended 31.3.2024 are given below:
GST paid ¢
ToGSTpa Particulars z ey
Opening balance of car (onl i i ‘
00 y asset in the block) as on 1.4.2023 (i.e. WDV as 3,00,000
\To General Expenses M.m% on 31.3.2023 (-) depreciation for P.Y. 2022-23)
| To Interest to Bank (©On ' O_uma:.m balance of machinery as on 1.4.2023 (i.e., WDV as on 31.3.2023 (-)|  15,00,000
machinery term joan) 200000 depreciation for P.Y. 2022-23)
To Depreciation m.oo.oco Expenses incurred for growing coffee 3,10,000
I .|||||.|LII. . £
ToNet Profit 125,000 lﬂﬂm.ﬁ&cj Expenditure for curing coffee 3,00,000
Sale value of cured coffee 22,00,000
e financial year 2023-24: Besides being used for agricultural operations, the car is also used for personal use:

rther information relating to th

Following are the fu . L .
..o m‘mams_m charges inlude 2 46,000 paid as commission to brother of the assessee. a_mm__osi:om for personal use may be taken at 20%. The expenses incurred for car running
0] ._.p,_mmzﬁ_uﬂaaﬁm_o: mount at the market rate is ¥ 36,000. and ﬂm.:»m:m:om are ¥ 50,000. The machines were used in coffee curing business
. . operations.
. id 7 33,000 in cash to a transport carrier on 29.1 Nmo.mm. This amount jg . - o
(i) .wn_"_m :Mwmamwmqw_w wﬂmacnzn expenses. (Assume that the provisions relating to TDS are not Compute the income arising from the above activities for the A.Y. 2024-25. [SM Q]
mcits ; Answer 29
applicable to this payment) .
(iii) A sum of T 4,000 per month was paid as salary to a staff throughout the year and this E.rn_d an assessee is engaged in the composite business of growing and curing of coffee, the income
has not been recorded in the books of account. ! MW__W?"_ mnm__.mmwﬁm between agricultural income and business income, as per Rule 7B of the Income-
ules .
interest actually paid upto 31.03.2024 was ¥ 20,000 and the bala ; .
(iv) Bank term loan inte ¥ P P nee As per the above Rule, income derived from sale of coffee grown and cured by the seller in India
was paid in November 2024. shall be computed as if it were income derived from business, and 25% of such income shall be
L . 3 . S . R 207
(v) Housing loan t::o_umr ﬁmﬂm_avﬂ_\._:mmwﬁw W:Wm_. s..m_w 4 mo.oﬂo m:_a ﬁ_ﬁ _.m_wﬁmw _ﬂo residential A deemed to be income liable to tax. The balance 75% will be treated as agricultural income.
property acquired by him in P.Y. -23 for self-occupation. Interest on housing loan o = : ‘
was ¥ 23,000. Housing loan was taken from Canara Bank. These amounts were not : : : Particulars ; T G 33
dealt with in the profit and loss account given above. Sale value of cured coffee 27 00.000
(vi) _.wmu_“.”mw%.: allowable under the Act is to be computed on the basis of following Less: Expenses for growing coffee 3.10,000
i Car expenses (80% of ¥ 50,000) 40,000
F Plant & Machinery (Depreciation rate @ 15%) 3 Depreciation on car (80% of 15% of ¥ 3,00,000) |See
ﬁ 3
WDV (as on 31.03.2023) 14.00.000 Computation below] 36.000
Less: Depreciation for P.Y. 2022-23 210.000 Total cost of agricultural operations 3,86,000
Additions during the year (used for m Expenditure for coffee curing operations 3,00,000
: N Y ( ore than 180 days) 2,00,000 Add: Depreciation on machinery (15% of ¥ 15,00,000){ 2.25,000
otal additions during the year 4.00.000 [See Computation below]
Note: gnore additional depreciation u's 32(1)(ia) Tifal St OF thalring Operalion: a0
Total cost of composite operations 9.11.000

Compute the total income of M j
r. Raju for the i
not opted for the provisions of mmnmo:_ 115BAC e e g R

Note: Ignore application .
of i
exempt income. section 14A for disallowance of expenditures in respect of any I
[smaj Business income (25% of above)

Agricultural income (75% of above)

12,89,000

Total profits from composite activities

3,22.250
9,66,750
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R " tation of depreciation for P.Y. 202
Compu s « 4
particulars
, | o
Car 142023 (e WDV as on 31.3.2023 () 190003
o as on U
Qpening balance ”,.J., ]
| depreciation for P.Y.2022-23 ) .
| ¢ 115%
| Depreciaion thereon 3 ‘ - .
_h: Disallowance @20% for personal use y
58 S | c
| Depreciation actually allow ed
{ . . q l
Z-n._:.a«m..u_%,n as on 1.4.2023 (i.c., WDV as on 31.3.2023 (-) o
| Opening 0 on 1.
, mwwanzmo: for P.Y.2022-23) | 1sans
| R r 2023-24 M.NM,OOO
2 15% for P.Y. 2023-2 T

| Depreciation (4

7 1o section 43(6) prov .
computing writien down value of assets acqul

ides that in cases of ‘composite income’, for the purpose of
red before the previous year, the total amouny of

f : . f the assessee (and not just 259 ;

‘ _ f the entire composite income 0 o  <24) ig
%ﬁ_.nn_..:“o__ n: v_nrmo ﬁwﬁ&v&&wg and gains of business or profession”. The depreciation s,
chargeable under

ted shall be deemed to have been “actually allowed” to the assessee.
compu

Explanation

i i tion of power, furnishes th
i d. engaged in the business of genera of i B
_m_mw_mama Mm“ﬂqa_wm:m_:m,%a p.Y. 23-24. Compute the depreciation m.__oémc_m u/s 32 for
% Y m%mmmiz_o computing his income under the head “Profits and gains of vcm_:mmm or
nﬂ.ga.mwm_o_._.‘ The company has opted for the depreciation allowance on the basis of written

down value. [FINAL SM Q
Particular 3

Opening Written down value of Plant and Machinery (15% block) as on 5,78,000
1.4.2023 (Purchase value 8,00,000)
Purchase of second-hand machinery (15% block) on 29.12.2023 for 2,00,000
business
Machinery Y (15% block) purchased and installed on 12.7.2023 for the 8,00,000
purpose of power generation
Acquired and installed for use a new air pollution control equipment on 2,50,000
31.7.2023
New air conditioner purchased and installed in office premises on 3,00,000
8.9.2023
New machinery Z (15% block) acquired and installed on 23.11.2023 for 3,25,000
the purpose of generation of power
Sale value of an old machinery X, sold duri

, ng the 000
480,000 WDV as on 1.4.2023 73,46,800) SRR ICEEETEE H
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Chapter 5: Profit & Gain from Business or Profession (PGBP)

Answer 30 :
Computation of depreciation allowance u/s 32 for the A.Y. 2024-25 y
Particular 4 P&M@15% |P &M @40% _

Opening WDV as on 1.4.2023 _ 5,78.000/

Add: Plant and Machinery acquired during the year , . )

- Second hand machinery 2.00.000

- Machinery Y 8.00,000

- Air conditioner for office 3,00.000

- Machinery Z 3,25,000 16.25.000

- Air pollution control equipment 2.50,000
22,03,000 2,50,000

Less: Asset sold during the year 3.10.000 Nil

Written down value before charging depreciation 18,93,000 2,50,000

Particular 4 P&M | P&M
S Lot @15% @40%)

Normal depreciation 7

40% on air pollution control equipment (32,50,000 x 40%) 1,00,000

Depreciation on plant and machinery put to use for less

than 180 days@7.5% (i.e. 50% of 15%)

Second hand machinery (32,00,000 x 7.5%) 15,000

- Machinery Z (33,25,000 x 7.5%) 24,375 39,375

15% on the balance WDV being put to use for more than 180 2,05,200

days (313,68,000 x 15%)

Additional depreciation

- Machinery Y (38,00,000 x 20%) 1,60,000

- Machinery Z (%3,25,000 x 10%, being 50% of 20%) 32,500

Air pollution control equipment (32,50,000 x 20%) 1,92,500 50,000

Total depreciation 437,075 1,50,000

Notes:

(i) Power generation equipment qualify for claiming additional depreciation in respect of new plant

and machinery.
(ii) Additional depreciation is not allowed in respect of second-hand machinery.

(iii) No additional depreciation is allowed in respect of office appliances. Hence, no depreciation is

allowed in respect of air conditioner installed in office premises.

The balance 50% additional depreciation in respect of machinery Z of 32,500 (10% x ¥3,25,00) can
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or 1..039&.

:oamcm_sawm -y 2024-25.
o ’ 9——_— . . sear 1.C.. —./— . &V .
e - deduction 1 subsequent financial ¥¢ Chapter 5: Profit & Gain from Business or Profession (PGBP)
be claimed as dedue . T omdets 3
: . A 900 -6- Y
Question 31 r new rule in the city, private nm*ﬂm can be plied in the 0 2-6-2022 “ es
ue! . i -09- : iy
Dr. Arjun runs @ dlinic in omnm .wwmuwc rchased a car on 25-09-2023, for the purpose of his B 15000 15-5-2022 ﬁ Yes
. days. e e} I . i |
only on alternate ng details: 12000 4-8-2022 No (as under repairs)
w__wa..&woaa&ap as per folowd 15,00,000 : ]
s During P.Y. 2023-24, he purchased the following vehicles:
Cost o car (excluding 2.10,000 -
% Vehicle | Gross Vehicle Weight (in | Date of Purchase | Date on which put to
Add: Delhi GST 8t 2,10,000 Kgs.) use
%
Add: Central GST 2t 147% 19,20,000 D 11500 20-4-2023 10-5-2023
] f car
e (rom 25.9.2023 tself. He estimatss the usage of the car for persong| - 1108 1552023 1852023 |
He put his car to cmmo .m. m. qvised by his friends that since 3@. car has run only o Compute his income u/s 44AE of the Income-tax Act, 1961 for A.Y. 2024-25.
urposes will pe 25%. He 1s &7 ich is otherwise allowable, will be actually alloweg
n_,m:ﬁm days, half the depreciation, i:_on_m Ao : Answer 32
a e : i er pu . . I
He has started using the Gar immediately after p Y. 2024-25, i this is the only a . Since Mr. Yogesh does not own more than 10 vehicles at any time during the previous year 2023-24, |
the depreciation allowable on car for the A.Y. !  Yoar 20 Y asset in he is eligible to opt for presumptive taxation scheme ws 44AE. As per section 44AE, Z 1,000 per ton :
Determine "~ Iso be used in the subsequent Assessment Year 2025-26 on the of gross vehicle weight or unladen weight, as th e may be month or part of the month for
the block. If this car would also il be the Qm_u_.mnwmzo_.._ allowable? Assume th Eh s € cas y b€ , per p ]
same terms and conditions above, what will be g ’ RT at each heavy goods vehicle and ¥ 7,500 per month or part of month for each goeds carriage other than
there is no change in the legal position under the Income-tax Act, . [RTP M-20 Q) heavy goods vehicle, owned by him would be deemed as his profits and gains from such goods
carriage.
Heavy goods vehicle means any goods carriage, the gross vehicle weight of which exceeds 12,000
Answer 31 kg.
i iation allowance
Computation of deprecta Calculation of presumptive income as per section 44AE
ﬂaﬂ__ua 5 Type of carriage No. of months | Rate per ton Ton Amount ¥
Since the car was put 1o use for more than 180 days in the P.Y.2023-24, full the vehicle is | per month
depreciation@15% of T 19.20.,000, which is the total price (inclusive of GST) would oiﬂaarg _ﬂs... “ .
be allowable. . rakas , A
| However, the d jation actually allowed would be restricted to 75%, since 25% of (1 @ 3) (O] S
eprec
| usage is estimated for personal use, on which depreciation is not allowable [(2)x(3)x @]
Depreciation for P.Y.2023-24 = 15% x ¥ 19,20,000 x 75% = 2,16,000 Heavy goods vehicle
 Written Down Value as on 1.4.2024 =% 19,20,000 - %2,16,000 =%17,04,000 Vehicle B (15,000 kgs) held = B 15 1,80,000
| o throughout the year (15,000/1,000)
| Depreciation for P.Y.2024-25 = 15% x ¥17,04,000 x 75% = 1.91.700 1 7 1.000Rate
) ] G Vehicle E (14,000kgs) : 14 1,54,000
W%Hc._ hmfﬂmw_ﬂ:ﬂa __Mw_“ of HMM m,omm,_. Act, No_wﬂ input tax credit would not be available in respect purchased on 15.5.2023 permonth | (14 000/1,000)
i ] portation of persons having a d i i .
thirteen persons (including the driver), except when wma vwwwﬁ ammw - nm.vmn_Q g Em: Goods vehicles other than
nartialy. firthe v ; y are used for making the taxable supplies, heavy goods vehicle
Y, r supply of such motor vehicles; or transportation of sori i ini et A
on driving such motor vehi ) ¢ p passengers; or imparting training
any purpose statei mmqnwmnmmmw Since Dr. Arjun used the car for his professional purpose and not for
b cases, input tax i : . -
& SGST would form part of actual cost Oanq. AR e atRlshicand feree, b cost W\Mm_”._o_n A eld throughout the . M . 20000
D:mmnoz 32
L Vehicle C held throughout the 12 37,500 -
Mr. ,:Gmm: is in the business of operaling good . . znn“: e s E 90,000
following vehicles: goods vehicles. As on 1st April, 2023, he had the
oS [Exam N-19 Q] Vehicle D purchased on 12 27,500 B 90,000
s Vehicle 20.4.2023
Weight (in Kgs) Date of Purchase | Put to use during F.Y. 2023-24?
Total 6,04,000
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ines uoqv..o? se of computation of pree
Profit Gain from BUS slevant for the _J__E:vw er __Sm:_ or .:.__ ity
Chapter 5: = { the vehicle 15 __.c_.ﬂe_E. has to be caleulated p part of the Mony,
. ¢ date O D..—JS;& nec
The “put 10 US! presu

ce the o
o w's 44AE, sinct 1 : e
_“.Mwo,ﬁ_w_r_'_w the vehicle 18 owned bY

four machines, put in use for

. ; hip owns 10 M r cm_:mmm
e ferprises. 3 SO oaz_.ﬂwmw %m%smm is %wmmm c@w .u..w Mwmﬁ_ Wwritten doy,
M/s. Moksh mwm The depreciation on i 2023 was 7,70,000. of the ok mmozsmm Were
in ;maﬂzg..ww.w machines as o:oaao)wmw A second hand plant was bought for % 6,10,0gq -
é_:m Ol Nw § M A A A . )
on 15" July. 20 required 10: )
wm_mo@omauﬂ. 2023. You ”m reciation for Assessment Year 2024-25.
of dep

() Deternine the cia

" OQ—__vr__@ G-Qg T N Nblwm
gm_ ﬂm_ﬂm __mU"m to tax _O_ >mmmmm___m:ﬂ J\mm O

.

A w

chines in July, 2023 for % 15,00,000, explain

i \d the two machit
iii) f Zoxmzcwaﬁ_iua_wmmamhhwmwm your above workings?
will there be @
Answer 33 o bels
(i) Computation of depreciation for AY.20 : SR — nllalll
ey f 7,70,000
'W.D.V. of the block as on 1.4.2023 .
| ing the year [in December,
: d hand plant during
| Add: Purchase of secon .
13,80,000
Less: Sale consideration of old machinery during the year [in July, 2023] 10,00.000
W.D.V of the block as on 31.03.2024 2500
Depreciation @ 15% but restricted to 50% thereon. ¥3,80,000 X 7.5% 28,500

[Since the value of the block as on 31.3.2024 represents part of actual costof second
hand plant purchased in December, 2023, which has been put to use for less than _.mc
days. depreciation is restricted to 50% of theprescribed percentage of 15% i.e.
depreciation is restricted to 7%:%.

Therefore, the depreciation allowable for the year is ¥ 28,500 being 7%% of

EQ.SS

(ii) In the given case, no capital gains would arise, since the block of asset continues to exist, and
some of the assets are sold for a price which is lesser than the written down value of the block as
increased by the actual cost of asset purchased during the year,

(iii) If the two machines are sold in July,
arise, m_.zom the sale consideration is more
Gn beginning of the year and the addition

2023 for % 15,00,000, then short term capital gains would
than the aggregate of the written down value of the block at
s made during the year,

z T
15,00,000

Sale consideration

CA Bhanwar Borand

Less: W.D.V. of the machines as on 1.4.2023
Purchase of second plant during the year

Short term capital gains

7,70,000

6,10,000

13,80,000

1,20,000
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tarts a business of mcazmmm and sale of m
r On 1-4-2023, zmw stock-in-trade of his new business. He

9 ,,.
Smmco,.m Mmqmww %muﬂomﬂ of ¥ 1 lakh. Discuss Em#mx.,au_ﬁomﬁ_o:_::
same on 31-3-2024 and @ [SMmq;

under the head “Capital gains™.

Answer 1 ersion or treatment of the same as the stock-in- trade of his by

Dccmmo_._ 1
A is the owner ofaca
¥ He treats

Otor cgy
sells the
IS hangg

Sinoe car is a personal asset, oM e

will not be trapped by the provisio

Question2 Poge - €3

Mr. A purchased a property
Improvement during 2004-05. The property was SO

(Brokerage 2%). Compute Capital Gains.

ns of section 45(2). Hence, A is not liable to capital gains tax_

during 03-04 for ¥ 3,50,000. He spent ¥ 2,00,000 o
Id by for ¥ 37 lacs during PY 2023.04

D:mmao: 3 foge ap 6y
Mr. C purchases a house property for ¥ 1,06,000 on May 15,1984. The following expenses
are incurred by him for making addition/alternation to the house property:

—

(a) Cost of construction of first floor in 1992-93
(b) Cost of construction of the second floor in 2003-04

(c) Reconstruction of the property in 2009-10

Mmﬁ_ SMEQ value of the property on April 1, 2001 is ¥ 4,50,000. The house property is sold
Ow r.Con >=u¢m~ ._o..momu for ¥ 72,00,000 (expenses incurred on transfer 60 000)
mpute the capital gain for the assessment year 2024-25. . .

Dcmmaoz 4 Page rw. £
, X con is capi )
gm_.%_..wm.mmﬂw%m .ﬂd_w_mwmmﬁ (acquired on June 10, 2004 for 7 60,000) into stock-in- trade on
. market value on the date of the above conversion was ¥ 5,50,000.

He sub )
n Dmmncwmmmwc_whw_woﬂwuﬁm the stock-in-trade so converted for 7 6,00,000 on June 10, 2023.
argeability of capital gain ang business _:nUuB.m. H.m_s Q]

“Question 5 Poge o 6%
Preeti purchased a Lang ata cost of T 10 Lakhs i

same as her Capital Asset till
: 31
01 April, 2010 ang converted the

N the Financial Y - |d the

Ma | ear 1982-83 and he

mmazww_ %Eo. ?mmc started her real estate business on
Into Stock-in-Trade of her business on the said

CA Bhanwar Borand

Chapter 6: Capital Gain

date, when the fair market value of the land was Z 150 Lakhs. FMV of land as on 1/4/2001 is
9.3 lacs.

She constructed 20 Flats of equal size, quality and dimension. Cost of construction of each
flat is ¥ 8 Lakhs. Construction was completed in December 2023. She sold 15 Flats at % 20
Lakhs per Flat between January, 2024 and March 2024. The remaining 5 flats were held in
stock as on 31 March, 2024.

003&:6. Em amount of chargeable Capital Gain and Business Income in the hands of
Preeti arising from the transactions for A.Y. 2024-25 indication clearly the reasons for
treatment for each item.

D:mmno: 6 TDQP Mo, 64

The house property of Navin is compulsory acquired by the Govt. on March 10, 2010. The
Govt. award ¥ 14,00,000 in the first instance (out of which 10,000 is received on April 12,
2023 and the balance ¥ 13,90,000 is received on May 10, 2024). Navin purchased the
house in 2001-02 for ¥ 2,00,000. On the appeal of Navin the high court increase the
compensation to ¥ 16,50,000 (Expenditure in court’s proceedings ¥ 6,000). The additional
compensation of ¥ 250,000 is received on May 6, 2025. Find out the capital gain
chargeable to tax.

Question7 Pagr no A0

The Government compulsorily acquired land of Mr. Shivam in April 2020 and paid
compensation of ¥ 20 lakhs in June 2023. The land was acquired by Mr. Shivam in June
2004 for ¥ 12 lakhs. He had filed for additional compensation through Court and was
awarded ¥ 18 Lakhs in February 2024 but this amount was received only during May 2024.
Compute the taxable capital gain from the above transaction indicating the relevant
assessment year. Expenses in connection with compulsory acquisition were ¥ 30,000 and
for obtaining enhancement of compensation was ¥ 1 lakh [ ¢d ¢-um - Dec 21)

Question 8 fage ow. 85

The Assessee was a Company carrying on business of manufacture and sale of Art-Silk
cloth. It purchased Machinery worth ¥4 Lakhs on 1.5.2007 and insured it with United India
Assurance Ltd. against Fire, Flood, Earthquake, etc. The written down value of the asset as
on 01.04.2023 was %2,08,800. The Insurance policy contained a re-instatement clause
requiring the insurance company to pay the value of the machinery, as in the date of the fire,
etc., in case of destruction of loss. A fire broke out in August 2023 causing extensive
damage to the machinery of the Assessee rendering them totally useless. The Assessee
company received a sum of ¥6 Lakhs from the Insurance Company on 15th March, 2024.
Discuss the issue arising on account on the transactions and their treatment.

Question9 Poge A0, 83
Ms. Usha purchases 1,000 equity shares in X Ltd., an unlisted company, at a cost of T30
per share (brokerage 1%) in January 1996. She gets 100 bonus shares in August 2000.
She again gets 1100 bonus shares by virtue of her holding on February 2006. Fair market
value of the shares of X Ltd. on April 1, 2001 is ¥ 80. On 1% January 2024, she transfers
all her shares @ ¥ 200 per share (brokerage 2%). Compute the capital gains taxable in the
hands of Ms. Usha for the A.Y.2024-25

Aluoosy moke Niffengnt O woz eath thoaw
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su unlisted company, acquireq | .
Question 10 page a0 i Star Minus Ltd., m_“ﬂm_.ma right shares by the com N the Veq a scheme made and notified by the Central Government shall not be considered as a transfer for the
u 00 ghares ! has been oriets Pany i, A purpose of capital gan.
Mr. R holds 10 £ 3 75,000 He e in the ratio of 2 for every 5 held. He reta N thg _
o ata cost 0 160 per share, s in favour of Mr. Q for ¥ 3 Ing 500 Accordingly, the mortgaging of residential house with bank by Mr. Abhishek will not be regarded as
2001-02 023 at ¥ right share 0 per y ly , .
month of August, 2 ounces the balance % Mr. R for ¥ 300 per share in ,_msch\ mw:m_.m in a transfer. Therefore, no capital gain will be charged on such transaction.
of the rights and :M___ {he shares are mw_m m%« 280 per share. 24 ang Further, man:o: ._03.,: provides that the amount received by the senior citizen as a loan, either in
mem:._am_. m,cmu. res IN _umom_.:cm_. & M R and Mr. Q? __._B_U sum or in installment, in a transaction of reverse mortgage would be exempt from income-tax.
Mr. Q sells his sha o taxable in the hands of Mr. . Q7 Therefore, the monthly installment amounts received by Mr. Abhishek would not be taxable.
ital gal
e - o:mwzo: 14
- p . |
Question 11 Page ™ 77 120000 in the P-Y. 2002-03. In the P.. 500¢ o\ B i R R et A o R
YA 207, gt uc_.%mmma y _ﬂ, a coparcener, is allotted this plot <m_>cma atz ._.mo_oooﬂ p (i) Alienation of a residential house in a transaction of reverse mortgage under a scheme
i L T i _s_.a mxwm:wmm of 2 2.35.000 ”oémﬂm fencing of the plot. n made and notified by the Central Government is treated as "transfer” for the purpose of
wm< 2007-08, he had __._nc%mo 000in P.Y. 2023-24 after incurring expenses to the Q.sm sq” A capital gains.
mmﬂ_m s _mshﬁ”m_qﬂ“ ﬁm &auam the capital gain for LSRRGSt 9 (i) Nm_.oﬁnocuos bonds of eligible corporation, held for 14 months, will be long- term capital
720,000. You are Zeo
D 12 . (iii) Zero Owcuo: Bond means a bond on which no payment and benefits are received or
- i . , . ise? receivable before maturi d ion. oM Q.
ich of the following situations capital gains tax liability does not Ao Anewer 14 ty or redemption [ ]
In whi ed gold in 1970 for 7 25.000. In the P.Y. 2023-24, he gifted it to hjs son ns w_..
) zq,»ncﬁ%mm .mm Fair market value :nZS of the gold on the day the gift was Bm%g (i) False: As per section 47(xvi), such alienation in a transaction of reverse mortgage under a [
the time of marmage. e scheme made and notified by the Central Government is not regarded as “transfer” for the [

was 2 1,00,000. purpose of capital gains. :

i Hindu undivided family in 1945 for ¥ 2 ; o .
(ii) A house property 1S ncﬂ:mmmﬂ_wwh in the P.Y. 2023-24 at the time of Um:m._.ooo. Itis (ii) True: Section 2(42A) defines the term 'short-term capital asset’. Under the proviso to section =
given to one of the family me : on of the 2(42A), zero coupon bond held for not more than 12 months will be treated as a short-term =

family. FMV on the date of partition was ¥ 12,00,000. . . capital asset. Consequently, such bond held for more than 12 months will be a long-term capital
(iii) Mr. B purchased 50 convertible debentures for ¥ 40,000 in 1995 which are converteq asset.
into 500 shares worth ¥ 85,000 in November 2023 by the company. [SMQ] (iii) True: As per section 2(48), ‘Zero Coupon Bond’ means a bond issued by any infrastructure
Answer 12 capital company or infrastructure capital fund or infrastructure debt fund or a public sector o
) . o v when we transfer a capital asset. The liabili . - company, or m.orna:_ng Bank on or after Ist June 2005, in respect of i?n: no payment and
MM.E-M; Bzﬂ MMES_. ,mwﬁ__:mmwﬂwn_mmwﬂmwhm M%mmm?__ciwwa p! 1e liability of capital gains benefit is received or receivable before maturity or redemption from such issuing entity and
in the si ns g . which the Central Government may notify in this behalf.

(i) As per the provisions of section 47(iii), transfer of a capital asset under a gift is not regarded as =+

transfer for the purpose of capital gains. Therefore, capital gains tax liability does not arise in the o:mw:oz 15 fage 0o 2.

given Sriuanion. Mr. A is a proprietor of Akash Enterprises having 2 units. He transferred on 1.4.2023 his
Unit 1 by way of slump sale for a total consideration of ¥ 25 lacs. The fair market value of
the unit on 1.4.2023 is ¥ 30 lacs. Unit 1 was started in the year 2006-07. The expenses
incurred for this transfer were 2 28,000. His Balance Sheet as on 31.3.2023 is as under:

(i) As per the ,n.as.m_oa.m of section 47(1), transfer of a capital asset (being in kind) on the total or
partial partition of Hindu c._.a_s%a family is not regarded as transfer for the purpose of capital
gains. Therefore, capital gains tax liability does not arise in the given situation.

(iii) Mwm@w@” the Eo.f_mmmo:m oﬁ. mmn:m.: ﬁcc. transfer by way of conversion of bonds or debentures, ‘Liabilities Total () Assets Unit 1(3) Unit 2 (%) Total (%)
mture stock or deposit certificates in any form of a company into shares or debentures of that ) i
company is not regarded as transfer for th 'pany 1 Ies or deben : Own Capital 15,00,000 | Building 12,00,000| 2,00,000/ 14,00,000
liability does not arise i anster for the purpose of capital gains. Therefore, capital gains tax
Q nise in the given situation. Revaluation Reserve|  3,00,000 |Machinery 3,00,000 1,00,000/  4,00,000
uestion 13 (for building of unit 1)
Mr. Abhishek a senior iti . Bank loan (70% for 2,00,000 | Debtors 1,00,000 40,000 1,40,000
reverse mortgage mn:mﬁwm:rwo;@mmma his residential house with a bank, under a notified unit 1)
Abhishek did not repay sm‘_om: %__mm mmn_:m loan from bank in monthly installments. Mr. Trade creditors (25% Other
bank, to discharge his loan. o o Y, 2N hence gave possession of the house 0 the for unit 1) e
reverse morigage transactiong " " "® Uréatment of long-term capital gain be on st 1,50,000 150,000{ 60,000  2,10,000
Answer 13 . [smQl Total 21,50,000/| Total 17,50,000| 4,00,000| 21,50,000

Section 47(xvi .
1) provides tha

any .

ny transfer of 3 capital asset in a transaction of reverse mortgage under
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in
- Capital G2 i
e - formation” ed by revisingd upward the value ofthe building o,
o ion reserve - tis considered in the transfer deed. It
) Revalua® assel! .
M.g No ingidual Y2Ue oﬂm :un_c% patents acquired O 1.7.2021 for 2 50,000 o, Whi
il t11 Ich
ssets of UM ed. No
(i) Qsmwmﬂa_._ has been 0 essment year 2024-25.
e e capital 9810 O the s (Sm Q)
, Computé s
oz 39 T
X ¢ nO , ; his friend in November 20
* Question 16 109 { site as gift from TS 1 05. The g
e Dinesh received 8 ﬂmmzoo,oo 0 in April 2002. Dinesh constructed a resider, :mum%m. Wag
acquired by IS agmc.._._ o the said site for T 15,00,000. He carried oyt some V__a__a
during the Year oww% ion in the year 2012-13 for ¥ 5,00,000. Urthey
extension of the o gor 255,00,000 in January 2024 but the s
residential building tate gy
Dinesh mo_mﬂw:uﬂq adopted T 65.00,000 as value for the purpose of stamp duty. amp
lyation & . -
..o“ans e his long-term capital gain, for the assessment year 2024-25 based on the aboyg
information.

Question 17 Fo9e " .
Mr. Kay purchases a house property on April 10, 1992 for ¥ 65,000. The fair market valug of

the house property on April 1, 2001 was ¥ 2,70,000 & SDV as on 01/04/01 is ¥ 2,90,00 on
August 31, 2003, Mr. Kay enters into an agreement with Mr. Jay for sale of such Eonm_.e o
2 370,000 and received an amount of I 60,000 as advance. However, as Mr. Jay dig :o“
pay the balance amount, Mr. Kay forfeited the advance. In May 2008, Mr. Kay constructeq
the first floor by incurring a cost of ¥ 2,35,000. Subsequently, in January 2009, mr Ka
gifted the house to his friend Mr. Dee. On February 10, 2024, Mr. Dee sold the :ocmm au_
22.00,000. Compute the capital gains in the hands of Mr. Dee for A.Y.2024-25.

Question 18 Foge no-§o

Mr. X purchases a house property in December 1993 for ¥ 5,25,000 and an amount of %
1.75,000 was spent on the improvement and repairs of the property in March, 1997. The
wmcwm% was proposed 6 be sold to z:.. Z in the month of May, 2006 and an ma<mzmm of
m%m:omsw” %”mn from him. As the entire money was not paid in time, Mr. X forfeited the
S o ,:_mc_mmma:w:% sold the property to Mr. Y in the month of March, 2024 for ¥
DD & . ._mwﬁmm%msﬂh the property on April 1, 2001 was ¥ 11,90,000 & SDV as on
AY. 2024050 atis the capital gain chargeable in the hands of Mr. X for the

D.._mmmoq_ 19 mwan .ol

Ravi owns a residential hy i
T m.oo.ow_%o which was purchased by him in 1975 for  80,000. The FMV

&sDpv . g
o 16.7.2023 for & considernr -, o501 01/04/01 is 2 1,90,000. This house is sold by him
was T 15,000, qu”wm_qmmﬁﬂ of 2 27,00,000. The brokerage and expenses on transfer
5,00,000 for purchase ofa :ms :cm_:m for the assessment year 2024-25. If he invests ¥
Q. 298ns0ldin21.1024 for 7 _mnmo..&m%mw: .H_m.u.moma. If the HP so purchased in 15.3.2024 1

. ' W L,
Question 20 Poge n0.a3 (pyq,, 11be the tax iability?

Mr. Ro I QM2 4
He ol Y Owned a residentig) hou v B Mok,

a. m. .
it for2 1,57.00,009 o owwo_ﬁ.mﬂﬁwmm. It was acquired on 09.09.2010 for ¥ mo.oo.ooo.
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Mr. Roy utilized the sale proceeds of the above property t0 acquire a residential house in
Panchkula for 7 2.05,00,000 on 20.07.2021. The said house property was sold on
31.10.2023 and he purchased another residential house at delhi for 2,57,00,000 on
02.03.24. The property at Panchkula was sold for 7 3,25,00,000.

Calculate capital gains chargeable to tax for the assessment year 2021-22 and 2024-25. Al
working should form part of your answer.

Question 21 fage " A6

On 16" January 2024, Suman sold agricultural land for Z 22 lacs. He incurred selling
expenses for 250,000. Compute capital gains, If the land sold, was purchased on 1%
February 2006 for 2 lacs, and the land was used for agricultural purposes by his mother.
He again purchased agricultural land of Z 8 lacs on 25" January 2024. Amount deposited in
a scheduled bank under “Capital Gains Deposit Scheme ? 4 lacs on 67 April 2024.

Q:mmmo: 22 ean . a3

PQR Ltd., purchased a land for industrial undertaking in May 2004, at a cost of ¥ 3,50,000.
The above property was compulsorily acquired by the State Government at a compensation
of ¥ 14,00,000 in the month of January, 2024. The compensation was received in February,
2024. The company purchased another land for its industrial undertaking at a cost of ¥
2,00,000 in the month of March, 202&. What is the amount of the capital gains chargeable to
tax in the hands of the company for the A.Y. 2024-257

Question 23 Page 2. (0l
From the following particulars, compute the taxable capital gains of Mr. D for A.Y.2024-25

Cost of jewellery [Purchased in F.Y.2004-05] T 2,52,000
Sale price of jewellery sold in January 2024 ¥ 11,50,000
Expenses on transfer T 7,000
Residential house purchased in March 2024 ¥ 5,00,000

Question 24 page 5.99

Mr. Selvan, acquired a residential house in January, 2002 for ¥ 10,00,000 and made some
improvements by way of additional construction to the house, incurring expenditure of ¥
2,00,000 in October, 2005. He sold the house property in October, 2023 for ¥ 75,00,000.
The value of property was adopted as X 80,00,000 by the State stamp valuation authority for
registration purpose. He acquired a residential house in January, 2024 for ¥ 25,00,000. He
deposited ¥ 20,00,000 in capital gains bonds issued by National Highways Authority of India
(NHAI) in June, 2024 Compute the capital gain chargeable to tax for the assessment year
2024-25.

What would be the tax consequence and in which assessment year it would be taxable, if
the house property acquired J January, 2024 is sold for ¥ 40,00,000 in March, 20257

Question 25 Page av. A5
Mr. Rahul transferred a vacant site on 28.10.2023 for ¥ 100 lakhs. The site was acquired for
Z 9,99,300 on 30.6.2004. He invested ¥ 50 lakhs in eligible bonds issued by Rural
Electrification Corporation Ltd. (RECL) on 20.3.2024. Again, he invested ¥ 20 lakhs in
eligible bonds issued by National Highways Authority of India (NHAI) on 16.4.2024.
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hands of Rahul forthe AlY. 2024.95

in . inthe
6 Q-i_on_ Ga ital gain In
n_,._...oq pute the chargeable capital 9
om
i 10U ting ¥ 6 lakh in Luckn
; . oge ° land costing know on
~ Question 28 Pag nased a0 m%e_aa_om% since its purchased till 1.8 2 “.Pmosm
‘ Mr. Kumar has Pu for m@%c_aa_ purpo= n of this land. A compensation of 6 Whep S
has been usind ; r compulsory msc_m___ﬁ_c_ Kumar on 1.7.2023. MR lakhy "
Government took o<mm ion was received by MI- R0 Wag
settled. The compen o pital gains taxable in the hands of Mr. Kumar.
_ mo . ; :
0 cow __“_M,“Q be any different i Mr. Kumar had by his own will sold ths lang toy
(i) Will your 3"~ o Explain. is
iend Mr. Sharma . tu i
ﬂmﬂ our answer b afferent ¥ gq.awﬂﬂw Msaﬂwwzmﬂumm_wmnﬂmm_m“w_m_wm_zﬁ for m@;oc_?
(i) 0 pos? Explan and compute (e 2 " the hangs o
. ¢
Kumr, if anY- i belonged to ABC Ltd. and
. be different if the land belonged - and not Mr. gy,
(iv) %F%MHMMMM compulsory acauisition was received by the company? mxn_mﬁmﬁ ang
Question 27 Pgge AP AU
Mr. Cee uwa._mmma a residential house on July 20, 2021 for ¥ 10,00,000 and made s,
additions to the house incurring 2,00,000 in August 2021. He sold the house Propert me
April 2023 for ¥ 20,00,000. Out of the sale proceeds, he spent ¥ 5,00,000 to ncayw in
se

another house property in September 2022.

Answer 27

The house is sold before 24 months from the date of purchase. Hence, the house is 2 sh
capital asset and no benefit of indexation would be available. .

What is the amount of capital gains taxable in the hands of Mr. Cee for the A.Y.2024-257

[SMq)

term

~ Particulars

Crald

Sale consideration

Less: Cost of acquisition

Cost of improvement

Short-term capital gains

Note: The exemption of capital
assel. As the house is short-te

m capital
Thus, the amount of taxabje sh ol

, D_._mmzoz 28

gains under section 54 is ay

Calcul i i
ate the income-tay liability for the assess

Mr. A Mrs. B (a
(age 45) : e
"'J"I'l’”l’,l,l
Resident Non-resident
— ]
— |
2,40,000 2,80,000

20,00,000
10,00,000
2,00,000

8,00,000

Mr. Cee can

ailable only in case of long-term capital

) not clai i i
ort-term capital gains is ¥ 8,00,000. £ i Cnphon.inder sReiian

ment year 2024-25 in the following cases:

|

Mr.C Mr.D
(age 81) (age 82)
Resident Non-

resident
5,90,000 4,80,000
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Long-term capital gain 15,000 10,000 60,000 Nil
from sale of | from sale of listed | from sale of
vacant site equity shares agricultural
(STT paid on sale land in rural
and purchase of area
shares)

Note - Assume that Mr. A, Mrs. B, Mr. C and Mr. D do not opt for section 115BAC. [SM Q.]

Answer 28
Computation of income-tax liability for the A.Y.2024-25
Particulars Mr. A Mrs. B (age 62) Mr.C Mr. D
(age 45) (age 81) (age 82)
Residential Status Resident Non-resident Resident| Non- resident
Applicable basic exemption ¥ 2,50,000 % 2,50,000 7 5,00,000 Z 2,50,000
limit |
Asset sold Vacant site | Listed equity shares Rural -1
(STT paid on both|  agricultural ,
sale and purchase land ,
of shares) _
Long-term  capital gain Z15,000| T 10,000 [exempt Z 60,000 - “
(on sale of above asset) [Taxable| w/s 112A since it is | (Exempt — not |
@20% ws 112] less than 2 |a capital asset) 4
1,00,000] f
Other income %2,40,000 < 2.80,000 % 5,90,000 % 4,80,000
Tax liability
On LTCG (after adjusting % 1,000 - - -
unexhausted basic exemption
limir'of €.10.000) Nil 21,500 7 18,000 211,500
On Other income
T1,000 T1,500 318,000 T11,500
Less: Rebate w/s 87A 71.000 - - -
T Nil Z1,500 T 18,000 711,500
Add: Health & education cess
(HEC) @4% Nil 360 2720 2460
detal tamiabifty Nil 71,560 718,720] 711,960

Notes:
1. Since Mrs. B and Mr. D are non-residents, they cannot avail the higher basic exemption limit of ¥
3,00,000 and ¥ 5,00,000 for persons over the age of 60 years and 80 years, respectively.

2 Since Mr. A is a resident whose total income does not exceed ¥ 5 lakhs, he is eligible for rebate
of Z 12,500 or the actual tax payable, whichever is lower, under section 87A.
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[ "
” ; ¢ no. 108 Business Income [
Question 29 Yog 0 equity shares of M/s Goodmoney Co. Ltd. on 01-04-2006 at rate Sale price of flats
Mr_ Mithun purchased 100 820 % 2 the company by paying securities transaction tax. ale price of flats [10 x T 30 lakhs] 3,00,00,000
of T 1,000 per share in public ISSU . Less: Cost of flats
C nv allotted bonus shares In the ratio of 1:1 on 01.12.2021. He has also receiveq
a ) [
a_m“.“w:aﬁ* 7 10 per share on 01.05.2023. Fair market value of land on the date of conversion [Z 210 lacs » 2/3] _ 1.40,00,000
f ¥ 4,000 per share through _
id all the shares on 01 .10.2023 at the rate o 000 . El Cost of truct , 100.00,000
aoomzm _.,.w.wmm_% m_onr exchange and paid brokerage of 1% and securities transaction tax of ost of construction of flats [10 x ¥ 10 lakhs] | 1.0
0.02% to celebrate his 75th birthday. Business income chargeable to tax for A.Y.2024-25 | 60,00,000| =
Compute his total income and tax liability for Assessment Year 2024-25, assuming that he is Notes:
i i | f shares of M/s Goo g . )
having no income other than m%.m: above. Fair market value o m,.:b_o:og (1) The conversion of a capital asset into stock-in-trade is treated as a transfer under section 2(47). It
Co. Ltd. on 31.1.2018 is ¥ 2,000. 1 would be treated as a transfer in the year in which the capital asset is converted into stock-in-
o . trade (i.e., P.Y.2022-23, in this case).
uestion . . ; e = .
) ) (2) However, as per section 45(2), the capital gains arising from the transfer by way of conversion of
Mrs. Harshita purchased a land at a cost of ¥ 35 lakhs i the financial year 2004-05 and held capital assets into stock-in-trade will be chargeable to tax only in the year in which the stock-in-
the same as her capital asset till 20th March, 2023. trade is sold.
She started her real estate business on 21st March, 2023 and converted the said land into (3) The indexation benefit for computing indexed cost of acquisition would, however, be available
stock-in-trade of her business on the said date, when the fair market value of the land was 2 only up to the year of conversion of capital asset into stock-in-trade (i.c., P.Y.2022-23) and not
210 lakhs. up to the year of sale of stock-in- trade (i.e., P.Y.2023-24). [ TS
She constructed 15 flats of equal size, quality and dimension. Cost of construction of each (4) For the purpose of computing capital gains in such cases, the fair market value of the capital asset |

flat is T 10 lakhs. Construction was completed in February, 2024. She sold 10 flats at 30

pl€ A on the date on which it was converted into stock- in-trade shall be deemed to be the full value of
lakhs per flat in March, 2024. The remaining 5 flats were held in stock as on 31st March,

consideration received or accruing as a result of the transfer of the capital asset.

2024. In this case, since only 2/3rd of the stock-in-trade (10 flats out of 15 flats) is sold in the
She invested ¥ 50 lakhs in bonds issued by National Highways Authority of India on 31st P.Y.2023-24, only proportionate capital gains (i.e., 2/3rd) would be chargeable to tax in the
March, 2024 and anotherZ 50 lakhs in bonds of Rural Electrification Corporation Ltd. in April, AY.2024-25.

2024. (5) On sale of such stock-in-trade, business income would arise. The business income chargeable to
Compute the amount of chargeable capital gain and business income in the hands of Mrs. tax would be the difference between the price at which the stock-in-trade 1s sold and the fair
Harshita arising from the above transactions for Assessment Year 2024-25 indicating clearly market value on the date of conversion of the capital asset into stock-in-trade.

the reasons for treatment for each item. (6) In case of conversion of capital asset into stock-in-trade and subsequent sale of stock-in-trade, the

[SMQ.] period of 6 months is to be reckoned from the date of sale of stock-in-trade for the purpose of

Answer 30 exemption under section S4EC [CBDT Circular No.791 dated 2.6.2000]. In this case, since the
. . . . . . investment in bonds of NHALI has been made within 6 months of sale of flats, the same qualifies

Computation of capital gains and business income of Harshita for A.Y. 2024-25 for exemption under section S4EC. With respect to long-term capital gains arising on land or
Particulars z building or both in any financial year, the maximum deduction under section 34EC would be ¥ 50

lakhs, whether the investment in bonds of NHAI or RECL are made in the same financial year or

Capital Gains next financial year or partly in the same financial year and partly in the next financial year.

Fair market value of land on the date of conversion deemed as the full value of 2,10,00,000 Therefore, even though investment of ¥ 50 lakhs has cwna made in bonds of NHAI during the P.Y.
consideration for the purposes of section 45(2) 2023-24 and investment of ¥ 50 lakhs has been made in bonds of RECL during the P.Y. 2024-25,
both within the stipulated six month period, the maximum deduction allowable for A.Y. 2024-25, in
Less: Indexed cost of acquisition[¥35,00,000=331(2022-23)/113(2004-05)] 1,02,52,212 respect of long- term capital gain arising on sale of long-term capital asset(s) during the P.Y. 2023-
24, is only T 50 lakhs.
1,07,47,788 D
Proportionate capital gains arising during A.Y. 2024-25 [Z 1,07,47,788 x 2/3] 71,65,192 tiestion 31
Mr. A is an individual carrying on business. His stock and machinery were damaged and
destroyed in a fire accident.
Less: Exemption under section S4EC 50,00,000 The value of stock lost (total damaged) was ¥ 6,50,000. Certain portion of the machinery
Capital gains chargeable to tax for A.Y.2024-25 - could be salvaged. The opening balance of the block as on 1.4.2023 (i.e., WDV as on
21,65,192 31.3.2023 after providing depreciation for P.Y. 2022-23) was ¥ 10,80,000.

N —

During the process of safeguarding machinery and in the fire fighting operations, Mr. A lost
his gold chain and a diamond ring, which he had purchased in April, 2004 for ¥ 1,20,000.
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| N .ODO
arket N_Cm of these two items as Ol the at O* :_ O._Qm ﬁimm A
e m rket v m I h date @ ac I _ m:

i any:
Mr. A received the following amounts from the insurance company

14,80,000
(i) Towards loss of stock . g
(i) Towards damage of machinery | $300
|d chain and diamond ring X180,
.4.\_; ?MmMM:MM_ma to briefly comment on the tax treatment of the above three _.maw ﬁ:amq
ou ar
the provisions of the Income-tax Act, 1961. [ Q)

Answer 31

i) Compensation towards loss of stock: Any compensation 382& from __E insurance company
o Eﬂﬂ #,cﬁdu_.:pnm {0 stock in trade is to be construed as a trading receipt. Hence, T 4,80,000
Mws,n.ﬁ_ uv”.imc_.pmnm claim for loss of stock has to be assessed under the head “Profit and gaing
of business or profession”. N
Note - The assessee can claim the value of stock destroyed by m.a as revenue loss, o__m_v_n .F_.
deduction while computing income under the head “Profits and gains of business or profession”,

(i) Compensation towards damage to machinery: The question does not mention whether the
salvaged machinery is taken over by the Insurance company or .,._s%m: __8“8 was any
?.Eumnama_ of machinery during the year. Assuming that the mm?um& :EQ::.@Q is taken over
by the Insurance company, and there was no fresh addition of machinery during ::.w year, the
block of machinery will cease to exist. Therefore, ¥ 4,80,000 being the excess of written down
value (i.e. ¥ 10.80,000) over the insurance compensation (i.e. ¥ 6,00,000) will be assessable as a
short-term capital loss.

Note - If new machinery is purchased in the next year, it will constitute the new block of
machinery, on which depreciation can be claimed for that year.

(iii) Compensation towards loss of gold chain and diamond ring: Gold chain and diamond ring are
capital assets as envisaged by section 2(14). They are not “personal effects”, which alone are to
be excluded. If any profit or gain arises in a previous year owing to receipt of insurance claim, the
same shall be chargeable to tax as capital gains. The capital gains has to be computed by reducing
the indexed cost of acquisition of jewellery from the insurance compensation of ¥ 1,80,000.

O:mmzo: 32

Mr. Sarthak entered into an agreement with Mr. Jaikumar to sell his residential house
located at Kanpur on 16.08.2023 for ¥ 1,50,00,000.

The sale proceeds were to be paid in the following manner:

(i) 20% through account payee bank draft on the date of agreement.

(it) 80% on the date of the possession of the property.

iif) Balance after the completion of the registration of the title to the property.

Mr. Jaikumar was handed over the possession of the property on 15.12.2023 and the

registration process was completed on 14.01.2024. He paid the sale proceeds as per the
sale agreement.

The value determined by the Stamp Duty Authority-

(a) on 16.08.2023 was ¥ 1,70,00,000:

(b) on 15.12.2023 was ¥ 1,71,00,000: and

(c) on 14.01.2024 was ¥ 1,71,50,000.

Mr. Sarthak had acquired the residential house at Kanpur on 01.04.2001 for ¥ 30,00,000.

After recovering the sale proceeds from Jaikumar, he purchased two residential house

properties, one in Kanpur for ¥ 20,00,000 on 24.3.2024 and another in Delhi for ¥ 35,00,000
o:mm.m.momn.
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Compute the income chargeable under the head "Capital Gains” of Mr. Sarthak for the
Assessment Year 2024-25,

Cost Inflation Index for Financial Year(s): 2001-02 - 100; 2023-24 — 348 [MTP Q]

Answer 32

Computation of “Capital Gains” of Mr. Sarthak for A.Y. 2024-25

Particulars T

Capital Gains on sale of residential house

Actual sale consideration Z 1,50,00,000

Value adopted by Stamp Valuation Authority on ¥ 1,70,00,000

the date of agreement

[As per section 50C, where the actual sale consideration is less than the value
adopted by the Stamp Valuation Authority for the purpose of charging stamp duty,
and such stamp duty value exceeds 110% of the actual sale consideration, then, the

value adopted by the Stamp Valuation Authority shall be taken to be the full value
of consideration.

In a case where the date of agreement is different from the date of registration,
stamp duty value on the date of agreement can be considered provided the whole or
part of the consideration is paid by way of account payee cheque/bank draft or by
way of ECS through bank account or through such other electronic mode as may be
prescribed, on or before the date of agreement.

In this case, since 20% of ¥ 150 lakhs is paid through account payee bank draft on
the date of agreement, stamp duty value on the date of agreement would be
considered for determining the full value of consideration]

Full value of sale consideration [Stamp duty value on the date of agreement. since

it exceeds 110% of the actual sale consideration] 1,70,00,000

1,04,40,000
65,60,000

Less: Indexed cost of acquisition of residential house (¥ 30 lakhs x 348/100]

Long-term capital gains [Since the residential house property was held by Mr.
Sarthak for more than 24 months immediately preceding the date of its transfer]

Less: Exemption u/s 54

; . = 55,00,000
Since, long-term capital gains does not exceed T 2 crore, he would be eligible for

exemption in respect of both the residential house properties purchased in India.
The capital gain arising on transfer of a long-term residential property shall not be
chargeable to tax to the extent such capital gain is invested in the purchase of these
residential house properties in India within one year before or two years after the
date of transfer of original asset. Thus, he would be eligible for exemption of ¥
55,00,000 being ¥ 20,00,000 and ¥ 35,00,000 invested on acquisition of residential
house property in Kanpur and Delhi, respectively.

Long term capital gains chargeable to tax 10,60,000

D:omzo: 33

Mrs. Yuvika bought a vacant land for ¥ 80 lakhs in May 2004. Registration and other
expenses were 10% of the cost of land. She constructed a residential building on the said
land for ¥ 100 lakhs during the financial year 2006-07.

She entered into an agreement for sale of the above said residential house with Mr. Johar
(not a relative) in April 2015. The sale consideration was fixed at ¥ 700 lakhs and on 23-4-
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i by execuling an agreem
s advance in cash | > SCMmen|,
2015, Mrs. Yuvika received ¥ 20 _mw:w,ommq the said negotiation could not materialise gpy

However, due to failure on part of M rieited by Mrs. Yuvika.

: e was f '
hence, the said amount of advanc " ment on 01.08.2023 for sale of this house at 2 810

Mrs. Yuvika, again entered into an mm<m:o e by RTGS. The stamp duty value on the date of

. ad X

lidis: She aomzmMOM mox“wmx :wswmmm_m deed was executed m:.a qmm_ﬂmﬁa on E-?.moma for
m:@am:._msw ﬁww Mamazws However, the State stamp valuation authority had reviseqd g
the agree :

lues. hence, the value of property for stamp duty purposes was 900 lakhs. Mrs. Yuyikq
Mw_m _.m\o as .o_.mme@m on sale consideration received. ”
[ de following investments:
Subsequent to sale, Mrs. Yuvika ma .
(i) Acquired two residential houses at Delhi for ¥ 130 lakhs and ¥ 50 lakhs on 31.1.2024
and 15.5.2024
(i) Acquired a residential house at UK for ¥ 180 lakhs on Nm.w.wo.wh,
(iii) Subscribed to NHAI capital gains bond (approved under section 54EC) for ¥ 50 lakhs op
29.3-2024 and for ¥ 40 lakhs on 12-5-2024.

i 'Capital Gains' of Mrs. Yuvika f
te the income chargeable under the :mm_a Capi . o
.mﬂawu%mw-mm. The choice om exemption must be in the manner most beneficial to the
assessee.

Cost Inflation Index: F.Y. 2004-05 — 113; F.Y. 2006-07 — 122: F.Y. 2023-24 - 348.
[RTP N-19 Q]

Answer 33

Computation of “Capital Gains” of Mrs. Yuvika for A.Y.2024-25
% (in lakhs) | ¥ (in lakhs)

Particulars

Capital Gains on sale of residential building
Actual sale consideration ¥ 810 lakhs

Value adopted by Stamp Valuation Authority ¥ 890 lakhs [Where the
actual sale consideration is less than the value adopted by the Stamp
Valuation Authority for the purpose of charging stamp duty, and such
stamp duty value exceeds 110% of the actual sale consideration, then,

the value adopted by the Stamp Valuation Authority shall be taken to
be the full value of consideration as per section 50C.

Chapter 6:

Capital Gain

Particulars

Z (in lakhs)

T (in lakhs)

However, where the date of agreement is different from the date of
registration, stamp duty value on the date of agreement can be
considered provided the whole or part of the consideration is received
by way of account payee cheque/bank draft or by way of ECS through

bank account or through prescribed electronic modes on or before the
date of agreement.

In this case, since advance of T 80 lakh is received by RTGS, i.e., one
of the prescribed modes, stamp duty value on the date of agreement can
be adopted as the full value of consideration. However, in the present
case since stamp duty value on the date of agreement does not exceed
110% of the actual consideration, actual sale consideration would be
taken as the full value of consideration)

Gross Sale consideration (actual consideration, since stamp duty value

on the date of agreement does not exceed 110% of the actual
consideration)

Less: Brokerage @1% of sale consideration (1% of 810 lakhs)
Net Sale consideration
Less: Indexed cost of acquisition

= Cost of vacant land, ¥ 80 lakhs, plus registration and other

expenses i.e., T 8 lakhs, being 10% of cost of land [T 88 lakhs x
348/113]

810.00

8.10

801.90

w
h
n
i
N

- Construction cost of residential building (Z 100 lakhs x 348/122
Long-term capital gains
Since the residential house property was held by Mrs. Yuvika for more

than 24 months immediately preceding the date of its transfer, the
resultant gain is a long-term capital gain]

245.64

Less: Exemption under section 54

Where long-term capital gains exceed ¥ 2 crore, the capital gain arising
on transfer of a long-term residential property shall not be chargeable
to tax to the extent such capital gain is invested in the purchase of one
residential house property in India, one year before or two years after
the date of transfer of original asset.

Therefore, in the present case, the exemption would be available only
in respect of the one residential house acquired in India and not in
respect of the residential house in UK. It would be more beneficial for

her to claim the cost of acquisition of residential house at Delhi, i.e.. ¥
130 lakhs as exemption.

Less: Exemption under section S4EC

Amount invested in capital gains bonds of NHAI within six months
after the date of transfer (i.e., on or before 13.7.2022), of long-term
capital asset, being land or building or both, would qualify for
exemption, to the maximum extent of ¥ 50 lakhs, whether such
investment is made in the current financial year or subsequent financial
year.
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Therefore, in the present case, exemption can be availed only to the

130.00

50.00

FEREST
RATL

VL

ST

L b

A




Chapter

6: Capital Gain

Particulars

even if the both the investments
thin six months after the date

7 50 lakh out of ¥ 90 lakhs.

extent of . .
e fore 13.7.2023(1.6., W1

are made on or be
of transfer).

Long term capital gains chargeable to tax

ble to tax under th
: eIV Mr. Johar, would have .vnan ormﬂmnm . :
z.:s..>9_u=8m - ao%n_qw”“__wmmmmzﬁahoﬂﬁ 2016- 17, as per section 56(2)(ix), since ﬂ_n same was
wﬂn.—wnw_ﬂwqwmﬁq 01.4.2014 as a result of failure of negotiation. Hence, the same should not be
orfei 42

deducted while computing indexed cost of acquisition.

Question 34 for 7 3,24,000. In addition, he

property on February 15, 1979

has also paid stamp duty value @10% on the stamp duty value of Z 3,50,000.

In April, 2007, Mr. Shiva entered into an agreement with Mr. Mohan for mm_m_m of such ﬂ..oum&
for 2 }.wm.ooo and received an amount of .« A_:.o.oo as advance. os\_.,m\_<m_.. the sale
consideration did not materialize and Mr. Shiva forfeited the advance. In May 2014, he
again entered into an agreement for sale of said house for ¥ m.o_mm_o.oo to Ms. Deepshikha
and received T 1,51,000 as advance. However, as Ms. Deepshikha .aa not pay the balance
amount. Mr. Shiva forfeited the advance. In August, 2014, Mr. Shiva constructed the first
floor by incurring a cost of ¥ 3,90,000.

On November 15, 2023, Mr. Shiva entered into an agreement with Mr. Manish for sale of
such house for 7 30,50,000 and received an amount of ¥ 1,50,000 as ma<mqom through an
account payee cheque. Mr. Manish paid the balance entire sum and Mr. Shiva transferred
the house to Mr. Manish on February 20, 2024. Mr. Shiva has paid the brokerage @1% of
sale consideration to the broker.

On April 1, 2001, fair market value of the house property was ¥ 11,85,000 and Stamp duty
value was 7 10,70,000. Further, the Valuation as per Stamp duty Authority of such house on
15th November, 2023 was  39,00,000 and on 20th February, 2024 was % 41,00,000.

Compute the capital gains in the hands of Mr. Shiva for A.Y.2024-25.
Cll for F.Y. 2001-02: 100; F.Y. 2007-08: 129; F.Y. 2014-15: 240; F.Y. 2023-24: 348
IMTP Q]

Mr. Shiva purchased a house

Answer 34

Computation of Capital gains in the hands of Mr. Shiva for A.Y. 2024-25

. ..pm:nwu.r_m_.- Amount (%) Amount (%)

‘. S B S |

Actual sale consideration 30,50,000
Valuation as per Stamp duty Authority on the date of 39,00,000
agreement

(Where the actual sale consideration is less than the value
adopted by the Stamp Valuation Authority for the purpose of
charging stamp duty, and such stamp duty value exceeds
110%of the actual sale consideration then, the value adopted
by the Stamp Valuation Authority shall be taken to be the full
value of consideration as per section 50C,

However, where the date of agreement is different from the

Chapter 6: Capital Gain

agreement can be considered, provided the whole or part of
the consideration is received by way of account payee
cheque/bank draft or by way of ECS through bank account or
such other electronic mode as may be prescribed on or before
the date of agreement.

In the present case, since part of the payment is made by
account payee cheque on the date of agreement, the stamp
duty value on the date of agreement would be considered as
full value of consideration)

Deemed Full value of consideration [Since stamp duty 39,00,000
value on the date of agreement exceeds 110% of the actual
consideration, stamp duty value would be deemed as Full
Value of Consideration]

date_of registration, stamp duty value on the date of I
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Less: Expenses on transfer (Brokerage @1% of T 30,50,000) 30,500
Net sale consideration 38,69,500
Less: Indexed cost of acquisition (Note 1) 33,37,320

Less: Indexed cost of improvement (Note 2) 5,65,500 39,02,820
Long term capital gain (33.320)
Notes:
(1)  Computation of indexed cost of acquisition

T Amewnt® | Amount®
Cost of acquisition, 10,70,000
Being the higher of

(i) lower of Fair market value i.e., ¥ 11,85,000 and Stamp 10,70,000

duty value i.e., ¥ 10,70,000, on April 1, 2001
(i) Actual cost of acquisition (T 3,24,000 + ¥ 35,000, 3,59,000
being stamp duty @10% of T 3,50,000

Less: Advance money B_Ss. from Mr. Mohan and forfeited 1,11,000
Cost of acquisition for indexation 9,59,000
Indexed cost of acquisition (¥ 9,59,000 x 348/100) 33.37.320
2) Computation of indexed cost of improvement

B i Particulars Amount (T)
Cost of construction of first floor in August, 2014 3,90,000
Indexed cost of improvement (¥ 3,90,000 x 348/240) 5.65.500

(3) Where advance money has been received by the assessee, and retained by him, as a result of
failure of the negotiations, section 51 will apply. The advance retained by the assessee will go to
reduce the cost of acquisition. Indexation is to be done on the cost of acquisition so arrived at after
reducing the advance money forfeited [i.e. ¥ 10,70,000 — T 1,11,000 (being the advance money
forfeited during the P.Y.2007-08) = ¥ 9,59,000]. However, where the advance money is forfeited
during the previous year 2014-15 or thereafier, the amount forfeited would be taxable under the head
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Chapter 6: Capital Gain -
“Income from Other Sources™ and mcn_., amount .=.__ n
such asset while calculating om_.u._u_ gains. :oanmnn: _
Deepshikha and retained by him, ..,o__a,‘g,n
sources” in the hands of Mr. Shiva in AY.2015-16.

_wD.._mm:o: 35 Q&o,.v rranest) Page o . o
Calculate the amount chargeable to tax

tax on such gains for > !
respect to sale of certain secun

7 1.51.000, being the advance receive
axable under the head “Income

under the head .o_mv;m_ Om._._m. and also ¢g)
Y. 2024-25 from the following details U.Be.amn_ by Mr. Naveen v«
ties during F.Y. 2023-24, assuming that the other .:noam.“._%

ot be deducted from the cost of ac -

L:mu:mow_
d from zmh
from Othey

Culatg

Chapter 6: Capital Gain

Particulars

o

- Lowerof:30,00,000

e Z30,00,000 (T 300 x 10,000), being fair market value as on 31.1.2018
(Highest price of the shares traded on 31.1.2018); and

e 265,00,000, being full value of consideration on transfer
Long-term capital gain under section 112A [Since shares held for more than 12

)
o

.00,000

Answer

Mr. Naveen exceed the maximum amount not chargeable to tax. (Ignore surcharge ang
ommmu_ mg.q._u DH
Y Ltd. on 05-04-2023 @% 650 per share

(i) Sold 10,000 shares of
Y Lid. is a listed company. These shares were acquired by Mr. Naveen on 05-04-2017 @z
cquisition as well as at the time of transfe

100 per share. STT was paid both at the time of a _
of such shares which was affected through a recognized stock exchange.

On 31-01-2018, the shares of Y Ltd. were traded on a recognized stock exchange as undegr:
Highest price - ¥ 300 per share

Average price - T 290 per share

Lowest price - 1280per share

(ii)Sold 1,000 units of AB Mutual Fund on 20-05-2023 @ 50 per unit

AB Mutual Fund is an equity oriented fund. These units were acquired by Mr. Naveen on 10.
03-2017 @ ¥ 10 per unit. STT was paid only at the time of transfer of such units. On 31- 1.
2018, the Net Asset Value of the units of AB Mutual Fund was ¥ 55 per unit. The units of AB
Mutual Fund were not listed on the stock exchange as on 31.1.2018.

(iii) Sold 100 shares of C Ltd. on 27-09-2023 @ ¥ 200 per share

C Ltd. is an unlisted company. These shares were issued by the company as bonus shares
on 30-09-1997. The Fair Market Value of these shares as on 01-04-2001 was ¥ 50 per
share.

Cost Inflation Index for vari i :
r various financial years are as under: STr om p Esed,

2001-02 - 100 el A
Equly thaws — Usked @ Hme g Sale
2017-18 - 272 &g OX ™MF U sred o ,Tnﬂq:hss
2018-19 - 280 Units g e
2023-24 - 348
35
Computation of amount chargeable to tax under the head “Capital Gains” in the hands of Mr.
Naveen
ﬁ Tu_.n_n:_n..n : ¢
(i) [Sale of 10.000 shares of Y Ltd. on 5.4.2023 @ m.mé per share
Sales consideration (10,000 x 2 650)
65,00,000
Less: Cost of acquisition
Higher of: ‘ o
= Actual cost (10,000 x T100) 10,00.000
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months and STT is paid both at the time of purchase and sale. Benefit of
indexation is, however, not available on LTCG taxable /s 112A].

(ii) |Sale of 1,000 units of AB Mutual Fund on 20.5.2023 @ Z 50 per unit
Sale consideration (1,000 x ¥ 50)

50,000

Less: Cost of acquisition - Higher of - 50,000

- Actual cost (1,000 x T 10) 10,000
- Lower of: 50,000

e T55,000 (% 55 x 1,000), FMV, being Net Asset Value as on 31.1.2018;
and

e 50,000, being full value of consideration on transfer
Long-term capital gain under section 112A [Since shares are held for more

than 12 months and STT is paid at the time of sale] Nil
(iii) |Sale of 100 shares of C Ltd. on 27.9.2023 @ 200 per share
Sale consideration (100 x T 200)

Less: Indexed Cost of acquisition [100 x T 50 (being FMV on 1.4.2001) x
348/100]

Long-term capital gain under section 112 [Since shares are unlisted and held
for more than 24 months)

20,000
17,400

2,600

Computation of tax on such capital gains for A.Y. 2024-25

7 3 FIR T3

2 2l Lol 1 AT

= bo ekl T 24 & =

Tax under section 112A @ 10% on long-term capital gains of T 34,00,000 [LTCG
of T 35,00,000 (-) ¥ 1,00,000] arising on sale of shares of Y Ltd.

Tax under section 112 @ 20% on long-term capital gains of ¥ 2,600 arising

on sale of unlisted shares of C Ltd. 520
3,40,520

Total tax payable

D:om:o_._ 36

Mr. Arjun bought a vacant land for ¥ 80 lakhs in March 2006. Registration and other
expenses were 10% of the cost of land. He constructed a residential building on the said

land for ¥ 100 lakhs during the financial year 2007-08.

He entered into an agreement for sale of the above said residential house with Mr. Jerry
(not a relative) on 9" April 2023 and received ¥ 20 lakhs as advance in cash on that date.
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The stamp duty value on that date was
however, fixed at ¥ 700 lakhs.

The sale deed was executed an
However, the State stamp valuatio
property for stamp duty purposes Wi
consideration received.

7 740 lakhs. The actual sale consideration was

i -6- d considerat

istered on 10-6-2023 for the agree ration,
aq“.m%cﬁzonq had revised the values, hence, the valye of
as T 770 lakhs. Mr. Arjun paid 1% as brokerage on sale

Subsequent to sale, Mr. Arjun made following investments:
(i) Acquired a residential house at Mumbai for ¥ 110 lakhs.

(ii) Acquired a residential house at London for T 150 lakhs.
(iii) Subscribed to NHAI bond: ¥ 45 lakhs on 29.8-2023 and ¥ 50 lakhs on 12-10-2023,

e income chargeable under the head “Capital Gains” for A.Y. 2024-25, The

Compute th be in the manner most beneficial to the assessee.

choice of exemption must

Question 37 Page no. 3%
h April, 1999 for ¥ 1,05,000. He entered into an

use property on 14t
w__u__.,.mmﬂw_”w .ﬂ%nwﬂmwmﬁ“_.:hm mmﬁ cwroﬂmm on 15th September, 2002 and received an mn_‘.s:nm of
«umm.ooo. However, since Mr. B did not remit the balance amount, Mr. Rakesh forfeited the
advance. Later on, he gifted the house property to his friend Mr. A on 15th June, 2006,
h and Mr. A to the house property:

Following renovations were carried out by Mr. Rakes

———— e =3 T

- A

By Mr. Rakesh during FY 2000-01 10,000
By Mr. Rakesh during FY 2003-04 50,000
1,90,000

By Mr. A during FY 2013-14

The fair market value of the property as on 1.4.2001 is ¥ 1,50,000 & SDV as on 01/04/01 is ¥

1,40,000

Mr. A entered into an agreement with Mr. C for sale of the house on 15t June, 2023 and received
an advance of T 80,000. The said amount was forfeited by Mr. A, since Mr. C could not fulfil the
terms of the agreement. Finally, the house was sold by Mr. A to Mr. Sanjay on 2 January, 2024
for a consideration of ¥ 25,00,000. Compute the capital gains chargeable to tax in the hands of
Mr. A for the assessment year 2024-25.

D:mm:ﬁ: 38
Mr.’X’ furnishes the following data for the previous year ending 31.3.2024:
(a) Unlisted Equity Shares of AB Ltd., 10,000 in number were sold on 31.5.2023, at 500 for
each share.
(b) The above shares of 10,000 were acquired by ‘X' in the following manner:

(i) Received as gift from his father on 1.6.2000 (5,000 shares) the fair market value on
1.4.2001 % 200 per share.

(ii) Bonus shares received from AB Ltd. on 21.7.2008 (2,000 shares).
(iii) Purchased on 1.2.2011 at the price of Z 350 per share (3,000 shares).

() Purchased one residential house at ¥ 25 lakhs, on 1.5.2024 from the sale proceeds of
shares.
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(d) "X’ is already owning a residential house, even before the purchase of above house.

You are required to compute the taxable capital gain. He has no other source of income
chargeable to tax.

D:mm:o: 39

Mr. Martin, a resident individual, sold his residential house property on 08-06-2023 for ¥ 70
lakhs which was purchased by him for ¥ 20,50,000 on 05-05-2007.

He paid 2 1 lakh as brokerage for the sale of said property. The stamp duty valuation assessed
by sub registrar was ¥ 100 lakhs.

He bought another house property on 25-12-2023 for T 15 lakhs.

He deposited ¥ 5 lakhs on 10-11-2023 in the capital gain bond of National Highway Authority of
India (NHAI).

He deposited another Z 10 lakhs on 10-07-2024 in the capital gain deposit scheme with SBI for
construction of additional floor of house property.

Compute income under the head "Capital Gains” for A.Y.2024-25 as per Income-tax Act, 1961
and also income-tax payable on the assumption that he has no other income chargeable to tax.
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Chapter 7: Income from Other

ocmwzo: ._
Examine under which heads the following incomes are taxable: [smMQq,

(i) Rental income in case property held as stock-in-trade for 3 years

(i) Dividend on shares
(i) Salary received by a partner from his partnership firm

(iv) Rental income of machinery
(v) Winnings from lotteries by a person having the same as business activity

(vi) Salaries payable to 2@ Member of Parliament

(vii) Receipts without consideration
(viii)in case of retirement, interest on employee’s contribution if provident fund is

unrecognized.
(ix) Rental income in case of a person engaged in the business of letting out of properties.

Answer 1

_uul.n:_uqm T Sl Head of Income

(i) |Rental income in case property held as|Income from house property
stock-in trade for 3 years

(11) |Dividend on shares Income from other sources
(iii) |Salary by partner from his partnership firm | Profits and gains of business or profession

(iv) |Rental income of machinery (See Note|Profits and gains of business or profession/
below) Income from other sources

(v) |Winnings from lotteries by a person having |Income from other sources
the same as business activity

(vi) |Salaries payable to a Member of|Income from other sources
Parliament

(vii) |Receipts without consideration Income from other sources

(vit) (In case of retirement, interest on|Income from other sources
employee’s contribution if provident fund
is unrecognized

(xi) .w.wn_mh :H.oEm in case of a person engaged | Profits and gains from business or profession
in the business of letting out of properties

Note - As per section 56(2)(11), rental income of machinery would be chargeable to tax under the
head “Income from Other Sources”, if the same is not chargeable to income-tax under the head
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“Profits and gains of business or profession”.

D:om._o___ 2

From the following particulars of Gani Bhai for the pr
compute the income chargeable under the head “Income

evious year ended 31* March, 2024,
from other sources”:

‘H& U:mnno‘_,w wmmm mm.nurd._wm noivmzw

(b) Interest on bank deposits 3,000
(c) Income from undisclosed sources 12,000
(d) Winnings from lotteries (Net) 35,000
(e) Royalty on book written by him , 9,000
(f) Lectures in seminars 5,000
(g) Interest on loan given to a relative 7.000
(h) Interest on debenture of a company 3,600
(i) Interest on post office Saving Bank Account 500
(j) Interest on government securities 2,200
(k) Interest on monthly income scheme of Post Office ww‘ooo\i

He paid ¥ 1,000 for typing the manuscript of book written by him.

Dcom:o: 3
Check the taxability of the following gifts received by Mrs. Rashmi during the previous year
2023-24 and compute the taxable income from gifts for Assessment Year 2024-25:
(1) On the occasion of her marriage on 14.8.2023, she has received ¥ 90,000 as gift out of
which ¥ 70,000 are from relatives and balance from friends.

(2) On 12.9.2023, she has received gift of ¥ 18,000 from cousin of her mother.

(3) A cell phone worth ¥ 21,000 is gifted by her friend on 15.8.2023.

(4) She gets a cash gift of ¥ 25,000 from the elder brother of her husband's grandfather on
25.10.2023.

(5) She has received a cash gift of ¥ 12,000 from her friend on 14.4.2023.

D:mmmos 4

The following details have been furnished by Mrs. Hemali pertaining to the year ended

31.3.2024: .

(i) Cash gift of ¥ 51,000 received from her friend on the occasion of her “Shastiaptha
Poorthi”, a wedding function celebrated on her husband completing 60 years of age.
This was also her 25" wedding anniversary.

(ii) On the above occasion, a diamond necklace worth ¥ 2 lacs was presented by her sister
living in Dubai.

(iii) When she celebrated her daughter's wedding on 21.2.2024, her friend assigned in Mrs.
Hemali's favour, a fixed deposit held by the said friend in a scheduled bank; the value of
the fixed deposit and the accrued interest on the said date was ¥ 52,000.

Compute the income, if any, assessable as income from other sources. .
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Answer 4 . .
(i) Any sum of money received by an individual on —_R o_ro m ;
oxn.anr This provision 1s, however. not applicable
function celebrated on completion of 60 years of age.
The gift of ¥ 51,000 received from a non-relative Is, therefore, chargeable to tax under seciiqy,

56(2)(x) in the hands of Mrs. Hemali, since the same exceeds T 50,000.

i) The provisions of section 56(2)(x) are not attracted in respect of any sum of money or property
(i) n._m& from a relative. Thus, the gift of diamond necklace received from her sister, being 3
HM:.% is not taxable under section 56(2)(x), even though jewellery falls within the definition of

n of the marmiage of the individua|
ash gift received during a sn%_:w

o ion 56(2)(x), the property should be received on
from applicability of section S6(2)(x), the property i“the
::ﬁwnﬂcﬂxm__,: h_n E.mmnov of the individual, not that of the individual’s son or am:m_zmq.. Therefore,

this exemption provision is not attracted in this case, ¥ 52,000 shall be taxable in hands of

Hemali. We assume that FD is treated under money.

D:mmco_._ 5

Discuss the taxability or otherwi

section 56(2)(x) the Income-tax Act, 1961 -

(i) Akhil HUF received ¥ 75,000 in cash from niece of Akhil (i.e., daughter of Akhil's sister),
Akhil is the Karta of the HUF.

(ii) Nitisha, a member of her father's HUF, transferred a :o:mw property to the HUF without
consideration. The stamp duty value of the house property is ¥9,00,000.

(iii) Mr. Akshat received 100 shares of A Ltd. from his friend as a gift on occasion of his 25th
marriage anniversary. The fair market value on that date was ¥ 100 per share. He also
received jewellery worth T 45,000 (FMV) from his nephew on the same day.

(iv) Kishan HUF gifted a car to son of Karta for achieving good marks in Xl board

se of the following in the hands of the recipient under

examination. The fair market value of the caris ¥ 5,25,000. [SM Q]
Answer 5
Taxable/ Amount Reason
Non- liable to tax
taxable (64}
] |
0] Taxable 75,000 Sum of money exceeding ¥ 50,000 received without
consideration from a non-relative is taxable under section
56(2)(x). Daughter of Mr. Akhil’s sister is not a relative of Akhil
HUF, since she is not a member of Akhil HUF.

(ii) | Non- taxable Nil | Immovable property received without consideration by a HUF
from its relative is not taxable under section 56(2)(x). Since

However, income from such asset would be included in the
hands of Nitisha under 64(2).

1i1) Taxable 55,000 As per provisions of section 56(2)(x), in case the aggregate fair

market value of property, other than immovable property,

E.Q aggregate value shall be taxable. In this case, the aggregate
fair market value of shares (¥ 10,000) and jewellery (% 45,000)
exceeds T 50,000. Hence, the entire amount of Z 55,000 shall be

\ Nitisha is a member of the HUF, she is a relative of the HUF.
| (

‘
|
H received without consideration exceeds ¥ 50,000, the whole of

taxable.
B
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Nil Mmﬂ is not included in the definition of property for the purpose
G

of section 56(2)(x), therefore, the same shall not be taxabl |

(1v) | Non- taxable

D:mm:o: 6
Rahul, a resident Indian, holding 28% of equity sh
5,00,000 from the same company. On the date of granting the loan, the company had
accumulated profit of 74,00,000. The company is engaged in some manufacturing activity.
(i) Is the amount of loan taxable as deemed dividend, if the company is a company in which
the public are substantially interested?

(i) What would be your answer, if the lending comp:
which is not a company in which the public are substantially interested

ares in a company, took a loan of ¥

any is a private limited company (i.e.
)? [SMQ.]

Answer 6

Any payment by a company, other than a company in which the public are substantially interested, of

any sum by way of advance or loan to an equity shareholder, being a person who is the beneficial

owner of shares holding not less than 10% of the voting power, is deemed as dividend under section

2(22)(e), to the extent the company possesses accumulated profits.

(i) The provisions of section 2(22)(e), however, will not apply where the loan is given by a company
in which public are substantially interested. In such a case, the loan would not be taxable as
deemed dividend.

(ii) However, if the loan is taken from a private company (i.e. a company in which the public are not
substantially interested), which is a manufacturing company and not a company where Wm&:m of
money is a substantial part of the business of the company, then, the provisions of section
2(22)(e) would be attracted, since Rahul holds more than 10% of the equity shares in the
company.

The amount chargeable as deemed dividend cannot, however, exceed the accumulated profits held by

the company on the date of giving the loan. Therefore, the amount taxable as deemed dividend would

be limited to the accumulated profit i.e., T 4,00,000 and not the amount of loan which is ¥ 5,00,000.

D:mmzo: 7

: Mr. A, a dealer in shares, received the following without consideration during the P.Y. 2023-
24 from his friend Mr. B, -
(1) Cash gift of T 75,000 on his anniversary, 15th April, 2023.
(2) Bullion, the fair market value of which was 60,000, on his birthday, 19th June, 2023.
(3) A plot of land at Faridabad on 1st July, 2023, the stamp value of which is T 5 lakh on that

date. Mr. B had purchased the land in April, 2008.

Mr. A purchased from his friend Mr. C, who is also a dealer in shares, 1000 shares of X Ltd.
@ % 400 each on 19th June, 2023, the fair market value of which was ¥ 600 each on that
date. Mr. A sold these shares in the course of his business on 23rd June, 2023.
Further, on 1st November, 2023, Mr. A took possession of property (office building) booked
by him two years back at ¥ 20 lakh. The stamp duty value of the property as on 1st
November, 2023 was ¥ 32 lakh and on the date of booking was ¥ 23 lakh. He had paid T 1
lakh by account payee cheque as down payment on the date of booking.
On 1st March, 2024, he sold the plot of land at Faridabad for ¥ 7 lakh.
Compute the income of Mr. A chargeable under the head “Income from other sources” and
“Capital Gains” for A.Y. 2024-25. [sSMQ.]

o.._mm:oa 8
Mr. Hari, a property dealer, sold a building in the course of his business to his friend Rajesh,
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Answer 8

who is a dealer in automobile spare p

value was ¥ 150 lak
stamp duty value was 1
crossed cheque from Raje
hands of Har and Rajesh, as
on 12th July, 2022.

Would your answer be different if Han was

Case 1: Tax im

In the hands of the seller, Mr. Hari

In the hands of Hari, the provisions of
|section 43CA would be attracted, since the
building represents his stock-in- trade E_n_.rm
|has transferred the same for a consideration
Jess than the stamp duty value; and the stamp
| duty value exceeds 110% of consideration.

Under section 43CA. the option to adopt the
stamp duty value on the date of agreement
can be exercised only if whole or part of the
consideration has been received on or before
the date of agreement by way of account
pavee cheque or draft or by use of ECS
through a bank account or through credit
card, debit card. net banking, IMPS
| (Immediate payment Service), UPI (Unified
| Payment Interface), RTGS (Real Time Gross
_mnn_nES:. NEFT (National Electronic
|Funds Transfer), and BHIM (Bharat
Interface for Money) Aadhar Pay on or
ﬁ?&oa the date of agreement. In this case,
{since the down payment of ¥ 15 lakh is
| received on the date of agreement by crossed
cheque and not account payee cheque, the
option cannot be exercised.

Therefore, ¥ 75 lakh, being the difference
between the stamp duty value on the date of
transfer i.e., T 150 lakh, and the purchase
price i.e., ¥ 75 lakh, would be chargeable as
business income in the hands of Mr. Hari,
since stamp duty value exceeds 110% of the
consideration

arts, for ¥

sh on the date of ag
m::.::@ ~7m_. Mr. Im

7 90 lakh on 1.1 2024, when the stamp duty
s. however, entered into on 1.9.2023 when tha

he agreement was, h ¥
:,.A_Mo _Mr:. Mr. Hari had received a down payment of I 15 lakh p, ,

reement. Discuss the Ex._,B.U:nm:o:w in the
ri has purchased the building for ¥ 75 lakh

a share broker instead of a property dealer?
(SMq)

plications il Mr. Hari is a property dealer

In the hands of the buyer, Mr.
Rajesh

Since Mr. Rajesh is a dealer in automobile spare parg,
the building purchased would be a capital asset in hjg
hands. The provisions of section 56(2)(x) would pe
attracted in the hands of Mr. Rajesh who has receiveq
immovable property, being a capital asset, for
inadequate consideration and the difference betweep
the consideration and stamp duty value exceeds ¥
9.00,000, being the higher of T 50,000 and 10% of
consideration. Therefore, ¥ 60 lakh, being the
difference between the stamp duty value of the
property on the date of registration (i.e., ¥ 150 lakh)
and the actual consideration (i.e., ¥ 90 lakh) would be
taxable under section 56(2)(x) in the hands of Mr.
Rajesh, since the payment on the date of agreement is
made by crossed cheque and not account payee
cheque/draft or ECS or through credit card, debit card,
net banking, IMPS (Immediate payment Service), UPI
(Unified Payment Interface), RTGS (Real Time Gross
Settlement), NEFT (National Electronic Funds
Transfer), and BHIM (Bharat Interface for Money)
Aadhar Pay.

Case 2: Tax implications if Mr. Hari is a share broker

In the hands of the seller, Mr. Hari

-

In the hands of the buyer, Mr.
Rajesh

In case Mr. Hari is a share broker and not a property | There
dealer, the building would represent his capital asset

would be no difference in the

Chapter 7: Income from Other Sources

In the hands of the seller, Mr. Hari _ In the hands of the buyer, Mr.
ﬂ Rajesh

and not stock- in-trade. In such a case. the ‘n?w:‘:%rmmﬁrﬁ Mr. Hari is a property dealer or a|

of section S0C would be attracted in the hands of Mr. | stock broker, (except where the property

Hari, since building is transferred for a consideration | transferred in a residential unit ?:.___Em the

less than the stamp duty value; and the stamp duty | stipulated conditions, which is not so in this

value exceeds 110% of consideration. | case).

[ o .
Thus, ¥ 75 lakh, being the difference between the | Therefore, the provisions of section 56(2)(x)

stamp duty value on the date of registration (i.e., 4“ would be attracted in the hands of Mr. W&Wm:
150 lakh) and the purchase price (i.e., T 75 lakh) who has received immovable property, vm.:._m
would be chargeable as short-term capital gains. | capital asset, for inadequate consideration
and the difference between the consideration
and stamp duty value exceeds T 9.00,000,
being the higher off 50,000 and 10% of
consideration.

It may be noted that under section 50C,the option to| Therefore, ¥ 60 lakh, being the difference
adopt the stamp duty value on the date of agreement|between the stamp duty value of the property
can be exercised only if whole or part of the|on the date of registration (i.e., T 150 lakh)
consideration has been received on or before the date|and the actual consideration (i.e., T 90 lakh)
of agreement by way of account payee cheque or draft|would be taxable under section 56(2)(x) in
or by use of ECS through a bank account or through |the hands of Mr. Rajesh, since the payment
credit card, debit card, net banking, IMPS (Immediate | on the date of agreement is made by crossed
payment Service), UPI (Unified Payment Interface), | cheque and not account payee cheque/draft or
RTGS (Real Time Gross Settlement), NEFT (National | ECS or through credit card, debit card, net
Electronic Funds Transfer), and BHIM (Bharat|banking, [MPS (Immediate payment
Interface for Money) Aadhar Pay on or before the|Service), UPI (Unified Payment Interface),
date of agreement. In this case, since the down|RTGS (Real Time Gross Settlement), NEFT
payment of ¥ 15 lakhs has been received on the date|(National Electronic Funds Transfer), and
of agreement by crossed cheque and not account| BHIM (Bharat Interface for Money) Aadhar
payee cheque, the option cannot be exercised. Pay.

taxabilit

in_the hands of Mr. Rajesh]
CA Bhanwar Borand

o:mmao: 9

On 10.10.2023, Mr. Govind (a bank employee) received ¥ 5,00,000 towards interest on
enhanced compensation from State Government in respect of compulsory acquisition of his
land effected during the financial year 2014-15.

Out of this interest, ¥ 1,50,000 relates to the financial year 2015-16; ¥ 1,65,000 to the
financial year 2016-17; and ¥ 1,85,000 to the financial year 2017-18. He incurred ¥ 50,000
by way of legal expenses to receive the interest on such enhanced compensation.

How much of interest on enhanced compensation would be chargeable to tax for the
assessment year 2024-257 [SMQ.]

Answer 9

Section [45B provides that interest received by the assessee on enhanced compensation shall be
deemed to be the income of the assessee of the year in which it is received, irrespective of the method
of accounting followed by the assessee and irrespective of the financial year to which it relates.
Section 56(2)(viii) states that such income shall be taxable as ‘Income from other sources’.

50% of such income shall be allowed as deduction by virtue of section 57(iv) and no other deduction
shall be permissible from such Income.

Therefore, legal expenses incurred to receive the interest on enhanced compensation would not be
allowed as deduction from such income,

CA Bhanwar Borana
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0 . . —— N
nhanced compensation taxable as “Income from other sources” for

Computation of interest on ¢
the A.Y 2024-25:

m Particulars

| Interest on enhanced compensation taxable w's S6(2)(viii) 5,00,000
(iv) (50% x ¥ 5,00,000) 2,50,000
2,50,000

¢

Less: Deduction under section 57

juuud.a interest on enhanced compensation

D:ommon 10
Examine the following transactions in the context of Income-tax Act, 1961: [SMQ)

() Mr. B transfered 500 shares of R (P) Ltd. to Mis. B Co. (P) Ltd. on 10.10.2023 for ¢
3.00,000 when the market price was ¥ 5,00,000. The indexed cost of acquisition of
shares for Mr. B was computed at ¥ 4,45,000. The transfer was not subjected to
securities transaction tax.

Determine the income chargeable to tax in th
because of the above said transaction.

(i) Mr. Chezian is employed in a company with taxable salary m:noam of ¥ 5,00,000. He
received a cash gift of ¥ 1,00,000 from Atma Charitable Trust (registered under section
12AB) in December 2023 for meeting his medical expenses.

Is the cash gift so received from the trust chargeable to tax in the hands of Mr. Chezian?

e hands of Mr. B and M/s. B Co. (P) Ltd,

Answer 10

(i) Any movable property received for inadequate consideration by any person is chargeable to tax
under section 36(2)(x), if the difference between aggregate Fair Market Value of the property and
consideration exceeds T 50,000.
Thus, share received by M/s B. Co. (P) Ltd. from Mr B for inadequate consideration is
chargeable to tax under section 56(2)(x) to the extent of ¥ 2,00,000.
As per section S0CA, since, the consideration is less than the fair market value of unquoted
shares of R (P) Ltd., fair market value of shares of the company would be deemed to be the full
value of consideration. It is presumed that the shares of R (P) Ltd are unquoted shares.
The full value of consideration (¥ 5,00,000) less the indexed cost of acquisition (T 4,45,000)
would result in a long term capital gains of ¥ 55,000 in the hands of Mr. B.

(i) The provisions of section 56(2)(x) would not apply to any sum of money or any property
recerved from any trust or institution registered under section 12AB. Therefore, the cash gift of ¥
I lakh received from Atma Charitable Trust, being a trust registered under section 12AB, for

meeting medical expenses would not be chargeable to tax under section 56(2)(x) in the hands of
Mr. Chezian.

D:mmzo: 11

Mr. Ganesh received the following gifts during P.Y. 2023-24 from his friend Mr. Sundar

(i) Cash Gift of ¥ 51,000/- on his birthday, 19" June, 2023

(ii) 50 Shares of Beta Ltd, the FMV of which was % 60,000 on his birthday, 19"
June, 2023

(iii) 100 shares of Alpha Ltd, FMV Ltd of which was 7 70,000 on the date of
:m.s,ﬂmq. The gift was received on the occasion of Diwali. Mr. Sundar had

originally purchased the shares on 10.08.2023 at a cost of ? 50,000/-

Further on 20" November, 2023, Mr. Ganesh is si
_ , Mr. purchased land from h : -in-law
for 2 5,00,000/-. The stamp value of land was ? 7,00,000/-, @ siser's motherina

CA Bhanwar Borana
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On 15th February, 2024, he sold 100 shares of Alpha Ltd for 1,00,000/-.

Compute the Income of Mr. Ganesh chargeable under the head “Income from Other
Sources” and “Capital Gains” for A.Y. 2024-25

o_._mmzo: 12
Karan's bank account shows the following deposits during the financial year Nomw-m%
Compute Karan's (aged 45 years) total income for the A.Y. 2024-25, assuming that his
income from house property (computed) is % 62,000.
(i)  Gift from his sister in Amsterdam 7 2,30,000
(i)  Gift from his friend on his birthday % 10,000
(i) Dividend from shares of various Indian companies 712,600
(iv) Gift from his mother’s friend on his engagement 7 25,000
(v)  Gift from his fiancée ¥ 75,000
7 25,000

(vi) Interest on bank deposits (Fixed Deposit)(Gross)

O:mmzo: 13

X acquires a commercial flat from Y on December 16, 2023. Cost of acquisition and stamp duty
value are as follows -

6,00,000

Consideration 4,00,000 4,00,000 4,00,000

Sbv 4,39,000 4,46,000 4,70,000 6,59,000 | 6,80,000

Discuss tax implication in hands of X & Y.

D:mmzo: 14

X acquires an immov

able property from Y during Dec. 2023. Relevant data is given below -

4,50,000 | 7,00,000

4,00,000 4,50,000

4,00,000

SDV on the date of

agreement
SDV on the date of 4,70,000 4,70,000 4,90,000 | 490,000 | 7,80,000

registration

Consideration for 3,81,000 3,81,000 4,27,500 | 4,27,500 | 7,10,000
acquiring property

fromY

Whether advance is Yes NO Yes NO NO
paid by A/c payee
cheque/DD/ECS upto
date of agreement

Discuss tax implication in hands of X & Y.
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Question 15 ovisions of Section 56(2)(viib) in respect of the shares issueq

icability of the pr . %
Discuss the mcc:ﬁ?:&sﬂ.g Bh_cmiam to resident Indians -

, ing closely S A A o Tl P T
by :_o._.o__oi_z..m‘ ki B Facevalue | N m.mﬁﬁm_.,_.,.np
i SR : 1,00,000
Win P Ltd 200,000
ain P Ltd '
b 3,00,000
4,00,000
Top P Ltd

Question 16 o
Examine whether the following incomes are chargeable to tax, and if so, compute the

amount liable to tax: .
(i) Arvind received ¥ 20,000 as his share from the income of the HUF.

i i ‘ i ' formerly in the service of ty
Mr. Xavier, a ‘Param Vir Chakra' awardee, who was : ( "
i o.qw:ﬁ_ Government, received a pension of ¥ 2,20,000 during the financial year 2023-24,

[SM Q)
Answer 16

Taxable/Not Amount Reason
Taxable liable to tax
Q)
Not Taxable -| Share received by member out of the income of the HUF is
exempt under section 10(2).
Not Taxable -|Pension received by Mr. Xavier, a former Central

Government employee who is a ‘Param Vir Chakra’
awardee, is exempt under section 10(18).

Examine with reasons in brief whether the following statements are true or false with
reference to the provisions of the Income-tax Act, 1961:

(i) Pension received by a recipient of gallantry award, who was a former employee of
Central Government, is exempt from income-tax. [SMQ.]
Answer 17
(i) True: Section 10(18) exempts any income by way of pension received by individual who has
been in service of Central Government and has been awarded “ParamVir Chakra” or “MahaVir

Chakra” or “Vir Chakra” or such other gallantry award as the Central Government, may, by
notification in the Official Gazette, specify in this behalf.

o.._mm:o: 18

Compensation on account of disaster received from a local authority by an individual or

:_m\:.mq legal heir is taxable. Examine the correctness of the statement with reference to the
provisions of the Income-tax Act, 1961. [smal

- Answer 18

CA Bhanwar Borana
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The statement is not correcl. As per section 10(10BC), any amount Rmm_s& or receivable as
compensation by an individual or his/her legal heir on account of any disaster from the Q.S:.m,._
Government, State Government or a local authority is exempt from tax. However, the exemption is
not available to the extent such individual or legal heir has already been allowed a deduction under
this Act on account of such loss or damage caused by such disaster.
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Chapter 8: Income of Other Persons in

job, the clubbing provisions shall be applicable

Chapter 8: In

Since Mrs. B is not professionally qualified for the

o s m_.....-,.w..,:_: :,u .‘ }4 Computation of Gross total income of Mr. B
ﬁ., y H:ﬁoaﬂ Q* 4 Particulars T e Yy oy O P M
* 4 l—l .ﬁ \ Income under the head salary of Mrs. B (Computed) 3.44.000

essee s lota . 5

Hzn\cqmq n me Income from other sources _ i
- scuriti 30,000
H:hoam Interest on securities _
| = 3,74,000
| kil

Computation of Gross total income of Mrs. B

Particulars

D:mmzoz 1 .
Mr. A holds shares carrying 25% voting power in X (P) Ltd. Mrs. A _..m working as a computer Income _.q.:: Salary _ , !
software programmer in X (P) Ltd. ata salary of 7 30,000 p.m. She is, however, not qualifieq [clubbed in the hands of Mr. B] |
f Mr. A & Mrs. A are ¥ 7,00,000 & ¥ 4,00,000, respectively, Income from house property | |

*olsm__oc..ﬁrmo?m::ooamo
Compute the gross total income of Mr. A and Mrs. A for the A.Y.2024-25. ,
Gross Annual Value [T 6,000 = 12] _, 72,000

: Will your answer be different if Mrs. A was qualified for the job? [SM Q)
| Answer 1 Less: Municipal taxes paid . - W
Mr. A holds shares carrying 25% voting power in X (P) Ltd i.e., a substantial interest in the company, Net Annual Value (NAY) [ 72,000 ﬁ
His wife is working in the same company without any professional qualifications for the same. Thus, . . _ ,
by virtue of the clubbing provisions of the Act, the salary received by Mrs. A from X (P) Ltd. will be Less: Deductions under section 24 _ 7
clubbed in the hands of Mr. A. - 30% of NAV i.e., 30% of ¥ 72,000 21,600|
i . ,
Computation of Gross total income of Mr. A . - Interest on loan - 50.400
Particulars T i Gross total income A 50,400 7
| Salary received by Mrs. A (330,000 x 12) 3,60,000
F tandard deduct ; Question 3
ess: Sta ( : ,
ess: Standard deduction under section 16(ia) 50,000 3,10,000 Mr. Vaibhav started a proprietary business on 01.04.2022 with a capital of ¥ 5,00,000. He

7.00.000 incurred a loss of  2,00,000 during the year 2022-23. To overcome the financial position,
o his wife Mrs. Vaishaly, a software Engineer, gave a gift of ¥ 5,00,000 on 01.04.2023, which

Other Income
was immediately invested in the business by Mr. Vaibhav. He eared a profit of T 4,00,000

| Gross total income 10,10,000

The gross total income of Mrs. A is T 4,00,000.

If Mrs. A possesses professional qualifications for the job, then the clubbing provisions shall not be
applicable.

Gross total income of Mr. A =¥ 7,00,000[other income].
Gross total income of Mrs. A = Salary received by Mrs, A [% 30,000%]2)

Less ¥ 50,000, being t 1 i i :
R eing the standard deduction under section 16(ia) plus other income [ 4,00,000] =%

ﬁm«mA _wwu_mwa m:m%m carrying 30% voting power in Y (P) Ltd. Mrs. B is working as accountant
A ._:@m ing income under the :mma. salary (computed) of ¥ 3,44,000 without any
gualifoet monocz_m:o«. Mr. B also receives ¥ 30,000 as interest on securities. Mrs. B

a house property which she has let out. Rent received from tenants is ¥ 6,000 p.m.

during the year 2023-24. Compute the amount to be clubbed in the hands of Mrs. Vaishaly
for the Assessment Year 2024- 25. If Mrs. Vaishaly gave the said amount as loan, what

would be the amount to be clubbed? [SM Q]

D:mm:o_._ 4

Mrs. Kasturi transferred her immovable property to ABC Co. Ltd. subject to a condition that
out of the rental income, a sum of 36,000 per annum shall be utilized for the benefit of her

son's wife.
Mrs. Kasturi claims that the amount of ¥ 36,000 (utilized by her son’s wife) should not be
included in her total income as she no longer owned the property.

Examine with reasons whether the contention of Mrs. Kasturi is valid in law. [sMaQ.]

Answer 4

The clubbing provisions under section 64( 1)(viii) are attracted in case of transfer of any asset, directly
or indirectly, otherwise than for adequate consideration, to any person to the extent to which the

income from such assel

t is for the immediate or deferred benefit of son’s wife. Such income shall be

Compute the gross total income of Mr. B an
. d Mrs.,
| Answer 2 s. B for the A.Y.2024-25, [SMQ.]
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Ocmmzo: 5

i ! ncome
ersons included in Assessee’ s Total |

of the _Ez,,,_,nE?_._a_..._a_E_,

al income |
=t af -in-law 1s charge: i
benefit of daughter-in-law is chargeable to tay jy, the

included in computing the tot
36,000 meant for the
Mrs. Kasturi in this case.

hence. not valid in law.

r section 64(1)(viii), the transfer should

it is presumed that the transfer is 2_.6:5.“”
provisions are attracted. Z_QQZQ. o
ands of ABC Co Ltd., if the congj

Therefore. income of ¥
hands of transferor 1.¢.,
The contention of Mrs. Kastun 1s,
{ the clubbing provisions unde
¢ consideration. In this case, 1
on and therefore, the clubbing
ould also get attracted in the h

Note - In order to attrac
otherwise than for adequat
than for adequate considerati
provisions of section ..wzuzi.:.
specified thereunder are satisfied.

at the transfer was for adequate con

tiong

Ifi d th sideration, the provisions of section 64(1)(viii)
f 1t 1s presume
would not be attracted.

daughters, aged 12 years, and one son, ageq 16
000 p.a. each and that of the son is ¥ 1,200 p 5.
Mrs. A has transferred her flat to her minor son on A.P.momm out of natural love and affection,
The flat was let out on the same date and the rental income from the flat is ¥ 10,000 p.m,
Compute the income, in respect of minor o:__aﬁ:. to c.m _:m_cama in the rm:m_m of _.s.q. A and
Mrs. A u/s 64(1A) (assuming that Mr. A's total income is higher than Mrs. A's total income,
before including the income of minor children) and both Mr. A and Mrs. A exercise the

Mr. A has three minor children — go. twin
years. Income of the twin daughters is T 2,

option of shifting out of the default tax regime provided u/s 115BAC(1A). [sMQ)
Answer 5

Taxable income, in respect of minor children, in the hands of Mr. A is:
_ Particulars 4 z
Twin minor daughters [T 2,000 = 2] 4,000

Less: Exempt under section 10(32) [T 1,500 = 2] 3,000 1,000

mor son 1,200

Less: Exempt under section 10(32) 1,200 Nil
Income to be clubbed in the hands of Mr. A

Note — As per section 27(i), Mrs. A 1s the deemed owner of house property transferred to her minor
son. Natural love and affection do not constitute adequate consideration for this purpose.
Accordingly, the income from house property of ¥ 84,000 [i.e., ¥ 1,20,000 (-) T 36,000, being 30% of
¥ 1,20,000) would be taxable directly in her hands as the deemed owner of the said property.
Consequently, clubbing provisions under section 64(1A) would not be attracted in respect of income
from house property, owing to which exemption u/s 10(32) cannot be availed by her.

o:mm:o: 6

Compute the gross total income of Mr. & Mrs. A from the following information assuming
both exercise the option of shifting out of the default tax regime provided u/s 115BAC(1A):

\ \ Particulars 3
(a) |Salary income (computed) of Mrs. A 2,30,000
(b) |Income from profession of Mr. A 3,90,000
15,000

(c) [Income of minor son B from company deposit

CA Bhanwar Borand
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Income of minor daughter C from special talent _ 32,000

Interest from bank received by C on deposit made out of her mnmn.m__

talent 3,000
m,mo&

Gift received by C on 30.09.2023 from friend of Mrs. A |

Brief working is sufficient. Detailed computation under various heads of income is not
required. [sMmaQ.]

Answer 6

As per the provisions of section 64(1A) of the Income-tax Act, 1961, all the income of a minor child
rmm to be clubbed in the hands of that parent whose total income (excluding the income of the minor)
1s greater. The income of Mr. A is ¥ 3,90,000 and income of Mrs. A is ¥ 2,30,000. Since the income
of Mr. A is greater than that of Mrs. A, the income of the minor children have to be clubbed in the
hands of Mr. A. It is assumed that this is the first year when clubbing provisions are attracted.

Income derived by a minor child from any activity involving application of his/her skill, talent,
munn_m.___mna knowledge and experience is not to be clubbed. Hence, the income of minor child C from
exercise of special talent will not be clubbed.

_._A.z.cnﬁ,ﬁ interest from bank deposit has to be clubbed even when deposit is made out of income
arising from application of special talent.

The Gross Total Income of Mrs. A is T 2,30,000. The total income of Mr. A giving effect to the
provisions of section 64(1A) is as follows:

Computation of gross total income of Mr. A for the A.Y. 2024-25

Particulars T T
Income from profession | 3.90,000
Income of minor son B from company deposit 15,000
Less: Exemption under section 10(32) 1,500 13.500

Income of minor daughter C
From special talent — not 1o be clubbed i
Interest from bank 3,000

Gift of ¥ 2,500 received from a non-relative is not taxable under section Nil
56(2)(x) being less than the aggregate limit of ¥ 50,000

3,000
Less : Exemption under section 10(32) 1.500 1,500

Gross Total Income 4,05,000

o:mm:o: 7

Mr. Vasudevan gifted a sum of ¥ 6 lakhs to his brother's wife on 14-6-2023. On 12-7-2023

his brother gifted a sum of ¥ 5 lakhs to Mr. Vasudevan's wife. The gifted amounts qum.
invested as fixed deposits in banks by Mrs. Vasudevan and wife of Mr. Vasudevan's brother
on 01-8-2023 at 9% interest. Examine the consequences of the above under the provisions
of the Income-tax Act, 1961 in the hands of Mr. Vasudevan and his brother. [SMQ.]

Answer 7

In the given case, Mr. Vasudevan gifted a sum of ? 6 lakhs to his brother’s wife on 14.06 2023 and
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Chapter 8: In

ons included in Assessee's Total Income

» sum of 2 § lakhs t0 Mr. Vasudevan's wife on 12.07.2023

1 banks by Mrs. Vasudevan and hig brother's . :s
¢ naturc of cross ransfers. Accordingly, the income from _:n.h.;_...
d in the hands of the deemed transferor because the trangfer Sselg

i : S ar
transaction and each transfer constitutes aozm:_n:._n",mo
lop

come of Other Pers

other _u:.:r..._

simultancously, his br ; :
f <ted as fixed deposits i

gifted amounts were nve
These transfers are In th
transferred would be assesse Incs
intimately connected to form part o_.n.m_am_..
for the other by being mutual or othenwise. .
If two transactions are inter-connected and are part of &n same ‘:m_:mwn:oﬂ in mcn.: a way tha j
be said that the circuitous method was adopted as a device to evade tax, the _Bv_._.nm:c: of club
provisions W ould be attracted. It was so held by the Apex Court in Keshavji Morarji (1967) |

e arising (0 Mrs. Vasudevan in the form of interest on fixeq depos;
come of Mr. Vasudevan and interest income arising in the hang, its
le in the hands of Mr. Vasudevan's brother as per section 64(1) A_M.

Can
bing

Accordingly, the interest incom
would be included in the total in
his brother's wife would be taxab
the extent of amount of cross transfers i.c., T 5 lakhs.

This is because both Mr. Vasudevan and his brother are the indirect transferors of the income (o their
respective spouses with an intention to reduce their burden of taxation.

However, the interest income eamed by his spouse on fixed n_n.vom: E.. ¥ 5 lakhs alone woylq be
included in the hands of Mr. Vasudevan’s brother and not the interest income on the entire fieq
deposit of % 6 lakhs, since the cross transfer is only to the extent of T 5 lakhs.

ocmmzom 8

Mr. Sharma has four children consisting 2 daughters and 2 sons. The annual income of 2
daughters were ¥ 9,000 and ¥ 4,500 and of sons were ¥ 6,200 and ¥ 4,300, respectively.
The daughter who has income of ¥ 4,500 was suffering from a disability specified under
section BOU.

Compute the amount of income earned by minor children to be clubbed in hands of M.
Sharma assuming he has exercised the option of shifting out of the default tax regime
provided u/s 115BAC(1A). [SMQ]

Answer 8

As per section 64(1A), in computing the total income of an individual, all such income accruing or
arising to a minor child shall be included. However, income of a minor child suffering from disability
specified under section 80U would not be included in the income of the parent but would be taxable
in the hands of the minor child. Therefore, in this case, the income of daughter suffering from
disability specified under section 80U should not be clubbed with the income of Mr, Sharma.

M“:wn- mnn.non 10(32), income of each minor child includible in the hands of the parent under section
(1A) ;.o.:E be exempt to the extent of the actual income or 1,500, whichever is lower. The
remaimng income would be included in the hands of the parent. . .

Computation of inco : .
Sharma: me earned by minor children to be clubbed with the income of Mr.

\’ _ Particulars 7

(i) |Income of one daughter 9,000
Less: Income exempt under section 10(32) 1,500
Total (A) _woo

.e \Nc
(i) [Income of two sons (% 6,200 + F 4,300) 10,500

Less: Income exempt under section 10(32)

(% 1,500 + % 1,500)

s
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Total (B)

Total Income to be clubbed as per section 64(1A) (A+B) | 15,000

Note: It has been assumed that:
(1) All the four children are minor children;

(2) The income does not accrue or arise to the minor children on account of any manual work done
by them or activity involving application of their skill, talent or specialized knowledge and

experience;
(3) The income of Mr. Sharma, before including the minor children’s income, Is greater than the

income of Mrs. Sharma, due to which the income of the minor children would be included in his
hands; and

(4) This is the first year in which clubbing provisions are attracted.

o_..mmzo: g9

During the previous year 2023-24, the following transactions occurred in respect of Mr. A.

{(a) Mr. A had a fixed deposit of Z 5,00,000 in Bank of India. He instructed the bank to credit
the interest on the deposit @ 9% from 1-4-2023 to 31-3-2024 to the savings bank
account of Mr. B, son of his brother, to help him in his education.

(b) Mr. A holds 75% profit share in a partnership firm. Mrs. A received 2 commission of T
25,000 from the firm for promoting the sales of the firm. Mrs. A possesses no technical
or professional qualification.

(c) Mr. A gifted a flat to Mrs. A on April 1, 2023. During the previous year 2023- 24, Mrs. A's
“Income from house property” (computed) was ¥ 52,000 from such flat.

(d) Mr. A gifted ¥ 2,00,000 to his minor son who invested the same in a business and he
derived income of ¥ 20,000 from the investment.

(e) Mr. A’s minor son derived an income of ¥ 20,000 through a business activity involving |
application of his skill and talent.

During the year, Mr. A got a monthly pension of ¥ 10,000. He had no other income. Mrs. A |

received salary of ¥ 20,000 per month from a part time job. Z

Examine the tax implications of each transaction and compute the total income of Mr. A,
Mrs. A and their minor child assuming that they exercise the option of shifting out of the
default tax regime provided u/s 115BAC(1A). [sMmaQ.]

o:mm:o: 10

Mr. A has gifted a house property valued at ¥ 50 lakhs to his wife, Mrs. B, who in turn has
gifted the same to Mrs. C, their daughter-in-law. The house was let out at ¥ 25,000 per
month throughout the year. Compute the total income of Mr. A and Mrs. C. Will your answer
be different if the said property was gifted to his son, husband of Mrs. C? [SM Q]

Answer 10

As per section 27(i), an individual who transfers otherwise than for adequate consideration any house
property to his spouse, not being a transfer in connection with an agreement to live apart, shall be
deemed to be the owner of the house property so transferred.

Therefore, in this case, Mr. A would be the deemed owner of the house property transferred to his
wife Mrs. B without consideration.

As per section 64(1)(vi), income arising to the son’s wife from assets transferred, directly or
indirectly, to her by an individual otherwise than for adequate consideration would be included in the

total income of such individual.




see's Total Income

g
es
juded in AsS
Persons inc P he actual re

| : Income of Other N 3.00,000, being the actual rent ¢g)e . :
" G com let-out property 18 22,10.000 __.r.:«_ o section 24@30% of ¥ 3,00,000] ulated aR Chapter 8: Income of Other Persons included in Assessee’s Total Income
3 = Tom let-0 2 , ~(ron unact - b d T ) < <hA >
w _J_H‘.mﬁ.”da ".M month less 7 90,000, beng Mot , arising to Mrs. C, being Mr. A's son® (i) Salary of T 26,000 (T 76,000 less standard deduction under section 16(ia) of T 50,000) shall be
. s - come of T 2.10 000 from let-out _:c__#.:v m:n _umo,.io:m of section u..\.:v ".ZH_: S Wife taxable as “Salaries™ in the hands of Mrs. B
| is case, income e . . ying " = n . ! - e c

. :..,_M »ﬁ”r_:n_“mca in the income ﬁ_ M. ./—. .n.—_.HMEn in the hands of Mrs. C. Sectigy, (iii) Income from fixed deposit of Z 10,000 arising to the minor son D, shall be clubbed in the hands
| e ). Such income W ould, therefore, not be (& ine provisions under sectio, of the father, Mr. B as “Income from other sources™, since Mr. Bs income is greater than income
| | SREANA rty was gifted to Mr. A’s son, the n_c_v_uiw M-:a of T 2.10.000 Qo:”_ _oa woulg ol of Mrs. B before including the income of the minor child.
i ace the orty Was g . . inc 2,10, i . ) - ome
M.,_ I, ooee .EM.ﬁwaé.: is not a minor child. .._.:r_.cﬂoam :Mz_n i Clting gy of As per section 10(32), income of a minor child which is includible in the income of the parent
5 apoly. V:Fr,?a 3._?. son would be taxable in the hands o . . shall be exempt to the extent of Z 1,500 per child. The balance income would be clubbed in the
g property gifted 1€ ,5. visions of section 56(2)(x) 46:_.“_ not be u:n”.n.na :_::_n hands of (he hands of the parent as “Income from other sources”.

It may be m_a_&. M?ﬂa r:m .a:.nn the receipt of property in each Q“Mo sww 8_3 a “relative” of such (iv) Income of T 95,000 arising to the minor daughter P from sports shall not be included in the :.mznm

recipient of :cF{wﬂ_ ﬂa.ﬂﬂhﬁ duty value of house property would not be n_mqmnuc_m... lo tax ip the of the parent, since such income has arisen to the minor daughter on account of an activity

individual. Therefore, S Ea.wava:w. even though the house property was received by her or involving application of her skill.

hands of the recipient of immova

him without consideration. (v) Income of ¥ 1,95,000 arising to minor son D from lottery shall be included in the hands of Mr. B

as “Income from other sources”, since Mr. B’s income is greater than the income of Mrs. B
before including the income of minor child.

A proprietary business was started by Smt. Rani in the year 2021. As on 1.4.202; her Note-Mr. B can reduce the tax deducted at source from such lottery income while computing his net

haljnlbust D900 tax liability.
capital in business was 73,00, in
Her husband gifted T 2,00,000 on 10.4.2022 to :mm m:m%%wh, Mcﬂ._m ﬂ_mu_q__w.,%mmmﬁm_ﬁ_*,vx uw w.s_. Rani O.Em:o: -
T t. Rani earned pr usiness
e Fnancial year ?mwm wwmmawwawwo and Financial year 2023-24 ¥ 3,90,000. Compute ﬁ Rayaan gifted ¥ 15 lakhs to his wife, Sargam on her birthday on, 23rd February, 2023.
the Financial year 2022- 5 _.Jm:_% of Rani's husband for the Assessment year 2024.5 Sargam lent  8,00,000 out of the gifted amount to Karuna on 1st April, 2023 for six months
583m_8cmn_cccma_=m on which she received interest of ¥ 80,000. The said sum of ¥ 80,000 was invested in

O:mmzo: 11

L S S WS ATE L T

. S
E with reasons. [SMay shares of a listed company on 5th October, 2023, which were sold for ¥ 96,000 on 28th
: D i March, 2024. Securities transactions tax was paid on purchase and sale of such shares.
jj \Huestion 12 o . ] The balance amount of gift was invested on 1st April 2023, as capital by Sargam in her new
N Mr. B s the Karta of a HUF, whose members derive income as given below: business. She suffered loss of ¥ 52,000 in the business in Financial Year 2023-24. _
B _\ _ Particulars 7 In whose hands the above income and loss shall be included in Assessment Year 2024-25, &
E assuming that capital invested in the business was entirely out of the funds gifted by her |
mj [ () __:83m from B' s profession 45,000 husband. Support your answer with brief reasons. [RTP M-20 Q.]
. P e
R | (i) |Mrs.B's salary as fashion designer 76,000 Answer 13 . . =1 . ‘ B
¥ ol . . ] In computing the total income of any individual, there shall be included all such income as anses
(iii) |Minor son D (interest on fixed deposits with a bank which were gifted to 10,000 directly or indirectly, to the spouse of such individual from assets transferred directly or indirectly, to |~
him by his uncle) the spouse by such individual otherwise than for adequate consideration or in connection with an |
| agreement to live apart. 2
| iv) |Minor daughter P's earnings from spo : _
w ) marcang Free g ports 25,000 Interest on loan: Accordingly, ¥ 80,000, being the amount of interest on loan received by Mrs. =
¥ (v) |D's winnings from lottery (gross) 1,95,000 Sargam, wife of Mr.Rayaan, would be includible in the total income of Mr. Rayaan, since such loan
| Examine th imolicafi - was given out of the sum of money received by her as gift from her husband.
q S N . R Iishonds of Mrgnd Mie B [Sma) Loss from business: As per Explanation 2 to section 64, income includes loss. Thus, clubbing
| Answar 12 provisions would be attracted even if there is loss and not income.
“, Clubbing of income and other tax implications Thus, the entire loss of ¥ 52,000 from the business carried on by Mrs. Sargam would also be
As per the provisions of section 64(1A), in case the marriage of the parents subsist, the income of a _Em?ﬁ"_zm ”a mﬂm ﬁwa_ﬁ_sn_ﬂwm % g MM M:MMNMMM_, since as on st April 2023, the capital invested was
minor child shall be clubbed in the hands of the parent whose total income, excluding the income of entirely out of the funds g y . . . .
Short-term capital gain: Income from the accretion of the transferred asset is not liable to be

the minor child to be clubbed, is greater. In this problem, it has been assumed that the marriage of

Mr. B and Mrs. B subsists. included in the hands of the transferor and, therefore, short-term capital gain of¥ 16,000 (X 96,000,
Further, i o the § . i i . being the sale consideration less ¥ 80,000, being the cost ofacquisition) arising in the hands of Mrs.
oﬂ: qu_.m _ﬂnm.“.,_._r H%M wﬂncawmpw“_.wmm 0 =__n g o?._a on mnnoc_.__”.o*.mnw manual work done by the child Sargam from sale of shares acquired by investing the interest income of T 80,000 earned by her (from

) Y ity mvolving application of skill, talent, specialized knowledge of the loan given out of the sum gifted by her husband), would not be included in the hands of Mr.

experi ~hi )
o .:n:nn of the child, then, the same shall not be clubbed in the hands of the parent. Rayaan. Thus, such income is taxable in the hands of Mrs. Sargam.
Tax implications

(i) ___noqmn of T Am.ooc, from Mr. B's profession shall be taxable in the hands of Mr. B under the
head “Profits and gains of business or profession”.

o:mmmo: 14
Mr. Karan gifted a sum of ¥ 9 lakhs to his brother's minor son on 1-5-2023. On the same
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ns included in Assessee’s Total Income
h 2 10 lakhs to Mrs. Karan. mOo of Mr. Karan
{ with Canara Bank @ 9% p.a. interest ang _s_”m

debentures during the previous year momu.mw.
s of the Income- tax Act, 1961. .

[RTP Ny,

of Other Perso

date, his brother gifted amcwac_,mw MMHM L
brother invested the amount In mvmmo e
Karan received interest of 2810 R ot
Discuss the tax implications under the p

Chapter 8: Income

Answer 14 . his brother’s minor son on |
. c i sum of ¥ 9 lakhs to hus br noE S n 1.5.2023
In the given case, Mr. Karan m_?% MNsEBm worth Z 10 lakhs to Mr. Karan’s wife on the same

. _‘ .m& . .;
w_h._._ =__Mm=3=ncmw~_uw2ﬂwnc“~”“ww _.q.oa invested the gifted amount of ¥ 9 lakhs in fixed deposit with ¢
r. Ka

Bank.
These transfers are i

and
date,
anary

n the nature of cross transfers. Accordingly, the income from the assets

rancferred would be assessed in the hands of the awnanaa:mﬁﬂnnﬂww m_MMuM_MMmm_“Mﬂ transfers are g,
intimately connected to form part of m.m_nmﬂo transaction and eac es consideratioy
for the other by being mutual or otherwise.
If two transactions are inter-connected and
be said that the circuitous method was adopt:
provisions would be attracted.

As per section 64(1A), all income of a minor child is includible in the :m.:am of H.rm parent, whoge
total income. before including minor’s income is higher. Accordingly, the interest income arising to
Mr. Karan’s brother’s son from fixed deposits would be included in the total income of Mr. Karan’s
brother, assuming that Mr. Karan’s brother’s total income is higher than his wife’s total income,
before including minor’s income. Mr. Karan’s brother can claim exemption of ¥ 1,500 under section
10(32).

Interest on debentures arising in the hands of Mrs. Karan would be taxable in the hands of Mr. Karan
as per section 64(1)(1v).

This is because both Mr. Karan and his brother are the indirect transferors of the income to their
spouse and minor son, respectively, with an intention to reduce their burden of taxation.

F the hands of Mr. Karan, interest received by his spouse on debentures of T 9 lakhs alone would be
included and not the entire interest income on the debentures of ¥10 lakhs, since the cross transfer is
only to the extent of T 9 lakhs.

En:nnu on_.z proportional interest (i.e., 9/10th of interest on debentures received)? 72,900 would be
includible in the hands of Mr. Karan. '

are part of the same transaction in such a way that it ¢y
ed as a device to evade tax, the implication of clubbing

The provisions of wnnaoa mm@c& are not attracted in respect of sum of money transferred or value of
debentures transferred, since in both the cases, the transfer is from a relative

i o:mmzo: 15

Mr. Vatsan has transferred, through a duly registered document, the income arising from a

godown to his son, witho i : £
flom godown be nsmnmma,w” transferring the godown. In whose hands will the rental income

Answer 15
Sectio ;
n 60 expressly states that where there is transfer of income from an asset without transfer of the

asset itself, such income shall be included in i
: . the total inco tal
income derived from the godown shall be clubbed in the :m:%m_ww Z*. HJM\MMMM?_.Q. Hencey 1,658
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Chapter 9: Aggregation of Income, Set-Off and Carry Forward of Losses
CHAPTER

o:mmmo_.. 1
Mr. A (aged 35 years) submits the following particulars pertaining to the A.Y.2024-25:

Particulars z
Income from salary (computed) 4,00,000
Loss from self-occupied property (-)70,000
Loss from let-out property (-) 1,50,000
Business loss (-1 .oc..ooo
Bank interest (FD) received 80,000
Compute the total income of Mr. A for the A.Y.2024-25, He has exercised the option of
shifting out of the default tax regime provided u/s 115BAC(1A). [SMQ]
Answer 1
Computation of total income of Mr. A for the A.Y.2024-25

Particulars Amount () Amount (%)

Income from salary 4.,00,000

Less: Loss from house property of ¥ 2,20,000 to be restricted to ¥
2 lakhs by virtue of section 71(3A)
Balance loss of ¥ 20,000 from house property to be carried
forward to next assessment year

(-) 2,00,000 2,00,000

Income from other sources (interest on fixed deposit with bank) 80,000
Business loss of  1,00,000 set-off to the extent of ¥ 80,000

Business loss of ¥ 20,000 to be carried forward for set-off against (-) 80,000 -
business income of the next assessment year

Gross total income [See Note below] 2,00,000
Less: Deduction under Chapter VI-A Nil
Total income 2,00,000

Notes: (i) Gross Total Income includes salary income of ¥ 2,00,000 after adjusting loss of ¥ 2,00,000
from house property. The balance loss of 20,000 from house property to be carried forward to next
assessment year for set-off against income from house property of that year.

(ii) Business loss of ¥ 1,00,000 is set off against bank interest of ¥ 80,000 and remaining business
loss of ¥ 20,000 will be carried forward as it cannot be set off against salary income.
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9: Aggregation of Income. B Ch ;
Chispler=n e apter 9: Aggregation of Income, Set-Off and Carry Forward of Losses
Question 2 furnishes the following particulars for the P.Y.2023-24. Question 3
dent individual, fumnis )
kol lars T During the P.Y. 2023-24, Mr. C has the following income and the brought forward losses:
particu —
{ 45,009 Particulars z
compu . i
Income from salary ( N (24, ooe Short term capital gains on sale of shares 1,50,000
, o) )
Income from house prope s (22 ocs Long term capital loss of A.Y.2022-23 (96,000)
, lative DU ;
Income from non-specu . @ 00o) Short term capital loss of A.Y.2023-24 (37,000)
i siness L ) )
| Income from speculative bu (25 ooe Long term capital gain u/s 112 75,000
K ital losses ' . . ; .
SnOHASEE 19 Whatis the capital gain taxable in the hands of Mr. C for the A.Y.2024-25? [SM Q]
Long-term capital gains taxable u/s 112 000 Answer 3
2024-25, He has exercised th ; .
What is the total income chargeable to tax for M:m._m?‘_,ﬂ wm AC(1A). Hmw”_E_o: Taxable capital gains of Mr. C for the A.Y. 2024-25
of shifting out of the default tax regime provided u Q) . ¥ RN : = =
Total income of Mr. B for the A.Y. 2024-25 \ Short term capital gains on sale of shares 1,50.000
Particulars : Amount () | Amoung 3 Less: Brought forward short term capital loss of the
A.Y.2023-24
Income from salaries 45,000 (37.000)|  1,13,000
Long term capital gai 5
Income from house property (24,000) 21,000 g pital gain 75,000
Less: Brought fi d long- i -
Profits and gains of business and profession ght torward long-term capital loss of A.Y.2022-23
Business loss to be carried forward [Note (i)] (22,000) 96,000 set off to the extent of T 75,000 (75,000) Nil
Speculanve loss to be carried forward [Note (ii)] (4,000) [See Note below]
Wﬁn_:.t Gains : Taxable short-term capital gains 1,13,000
Long term capital gain taxable w/s 112 19,000 Note: rosm.po.:: capital loss cannot be set off against short-term capital gain. Hence, the unadjusted
Short term capital lass ¥ 25,000 set off against long- term capital gains (19,000) long-term capital loss of A.Y.2022-23 of T 21,000 (i.e. T 96,000 — T 75,000) can be carried forward to
't the extent of T 19,000 [Note (iii)] the next year to be set-off against long-term capital gains of that year.
o.._mm:o: 4
. I g . Nil
:mum:_m_?d shart term capital loss of ¥ 6,000 to be carried forward [Note Mr. D has the following income for the P.Y.2023-24:
., Vo = -— ._,I.‘_m.....ﬁ.%“,.«mvnw‘l; s e e AR e ] T e
| Taxable income TR N T R = o a3 1wﬂﬂn.n-.m,m.n_.m.wu.. ArU \ r — o s 2
N 5 _ 21,000 Income from the activity of owning and maintaining the race horses 75,000
Notes: (i) Business loss cannot be set-off against salary income. Therefore, loss of ¥ 22,000 i
i o ) SSAHISt - . loss 22, from the i ;
non-speculative business cannot be set of} against the income from salaries. Hence, such loss has to Incoms from textile business 85,000

be carrred forward 1o the next year for set- off against business profits, il any Brought forward textile business loss (relating to A.Y. 2023-24 5

i i p . ilany. 9 ,000
(i) Loss of T 4,000 from the spec ive e . . . . N s R

specalative busiacss. Homes © speculative business can be set off only against the income from the Brought forward loss from the activity of owning and maintaining the race| 96,000

isiness. Henee, such loss has to be carried forward. horses (relating to A.Y.2021-22)
_v.uE dﬁhﬁ rm%”ﬁ_ loss r..E.? set off against bath short term capital gain and long-term capital
s c.,A ._c .,x ﬂ,_nﬂ__, (n.?_a loss of ¥ uu.:cc,r,_,_: be set-ofl against long-term capital gains 10
b i ad r.w. . ?..n., ,_r..snm short term capital loss of ¥ 6,000 cannot be set-ofT against any
> 10 be carried forwand o the next year for set-ofTagainst capital gains, if any.

Whalt is the total income in the hands of Mr. D for the A.Y. 2024-25? [SMQ.]

CA Bhanwar Borana

CA Bhanwar Borand




Set-Off and Carry Forward of Losses

Chapter 9: Aggregation of Income,
Answer 4 .
Total income of Mr. D for the ALY, 2024-25
4
Particulars
, cSaini ) o 75,000
Income from the activity of owning and maintaining race horses
”_..n&., Brought forward loss of ¥ 06,000 from the activity of owning s
|and maintaining race horses set-ofl to the extent of T 75,000 75,
-
| Nil
| = = = =
,Wu_wsna loss of T 21,000 (2 96,000 - ¥ 75,000) from the =n:.<_m.w. of’
|owning and maintaining race horses to be carried forward to
[AY.2025-26
85,000
| Income from textile business
| i i 50,000
w Less: Brought forward business loss from textile business. i
| Total income

35,000

o:mm:o_._ 6

um.g

Note: Loss from the activity of owning and maintaining race horses
other source/head of income.

D:cmnos 5

cannot be set-off against any

Answer 5

Mr. E has furnished his details for the A.Y.2024-25 as under:
_ Particulars <
'Income from salaries (computed) 1,650,000
| Income from speculation business 60,000
Loss from non-speculation business (40,000)
Short term capital gain 80,000
Long term capital loss of AY.2022-23 (30,000)
Winning from lotteries (Gross) 20,000
What is the taxable income of Mr. E for the A.Y.2024-25? [sMaQ.]
Computation of taxable income of Mr. E for the A.Y.2024-25
Particulars 4 T

u Income from salanies 1.50,000
Income from speculation business 60,000

Less : Loss from non-speculation business (40,000) 20,000
Short-term capital gain 80,000
Winnings from lotteries 20,000
T._.n—nu_n income 2,70,000

7.2.2 Long term capital loss can be set off onl
capital loss of ¥ 30,000 has to be carried forward 10 the

¥ against long term capital gain. Therefore, long term

Answer 6

Compute the gross total income of Mr. F for the A'Y. 2024-25 from the information given
below — [SMQ]
L O M o e 7 2 7 s o
3l el par AT A RS Er iy N s g
Income from house property computed) 1,25,000
Income from business (before providing for depreciation) 1,35,000
Short term capital gains on sale of unlisted shares 56,000
_mm_vé term capital loss from sale of property (brought forward from A.Y. 2023-|  (90,000)
Income from tea business 1,20,000
Dividends from Indian companies carrying on agricultural operations (Gross) 80,000
Current year depreciation 26.000
Brought forward business loss (loss incurred six years ago) (45,000)
Gross Total Income of Mr. F for the A.Y. 2024-25
e T 5
1,25,000
Income from business
Profits before depreciation 1,35,000
Less: Current year depreciation 26,000
Less: Brought forward business loss 45,000
64,000
Income from tea business (40% is business income) 48,000 1,12,000
Capital gains
Short term capital gains 56,000
Income from Other Sources
Dividend income (taxable in the hands of shareholders) 80,000
Gross Total Income 3,73,000

Note:

(1) Dividend from Indian companies is fully taxable in the hands of shareholders at normal rates of
tax.

(2) 60% of the income from tea business is treated as agricultural income and therefore, exempt from
tax;

(3) Long-term capital loss can be set-off only against long-term capital gains. ._Hn_.amo_.n. long-term
capital loss of T 90,000 brought forward from A.Y.2023-24 cannot be mnI,vn] in the A.Y.2024-25,
since there is no long- term capital gains in that year. It has to be carried forward for set-off

against long-term capital gains, if any, during A.Y.2025-26.
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-hapter 9: Aggregation of Income, Set-Off and Carry Forward of Losses o
apter 9: Aggregation of Income, Set-Off and Carry Forward of Losses

Ucmwzos 7 o :
) uestion 9
Mr. Soohan submits the following details of his income for the assessment year 2024-25: Mr. A furnishes you the fol
: e following | i
s z g information for the year ended 31.03.2024:
3,00,000 }
Income from salary (computed) (i) |Income from plying of vehicl 5
L (-) 40,000 . icles (computed as per books)
oss from let out house property (He owned 5 light ; 3.20,000
£50 ght goods vehicle throughout the year)
Income from sugar business ,000 (ii) | Income from retail trade of garments
Loss from iron ore business bif (discontinued in P.Y. 2018-19) (-) 1,20,000 (Computed as per books) (Sales turnover Z 1,35,70,000) renee
. () 60,000 Mr. A had declared incom ive basis ur
Short term capital loss the first time in ALY, momw-wu u%ﬂﬂﬁba“m%mm_m e o e
Long term capital gain 40,000 previous year 2023-24 was _..mnmzma w: omma:omzﬁmcw“%ﬁmﬂmﬂsacaam M,_\m
payee cheque and all th i FOUEPR
B 5, e payments i
'Dividen g 000 made through A/c payee o_._mwcm or a._mﬁmq_mwmuqm..a orependine wexedien
Income received from lottery winning (Gross) 50,000 He has brought forward depreciation relating to A Y. 2022-23
‘ Y. - 1,00,000
Winnings from card games (Gross) 6,000 Compute taxable income of Mr. A and his tax liability for the assessment 2024-25 with
) ) 20,000 reasons for your computation, assumi i e =
Agricultural income the default tax regime provided ufs 11 W:%ﬁhﬂbm has exercised the option of shifting out of
Short-term capital loss under section 111A (-) 10,000 Answer 9 ] [SMQ.]
Bank interest on Fixed deposit 5,000 Computation of total income and tax liability of Mr. A for the A.Y. 2024-25
Calculate gross total income and losses to be carried forward, assuming he has exercised ; . s : : WRE . 4Th —.w..__n_._u & N R =
the option of shifting out of the default tax regime provided u/s 115BAC(1A). [SMQ.] Income from reail trad _— e e AR e
D | il trade — as per books (See Note 1 below) 7.50,000
uestion 8 Income from plying of vehicles — as per books (See Note 2 below) 3.20.000
Mr. Batra fumishes the following details for year ended 31.03.2024: 10.70.000
PArtiCUIAIS S L s alraicad s kS Less : Set off of b/f depreciation relating to A.Y. 2022-23 1.00,000
Short term capital gain 1,40,000 Total income 9,70,000
Loss from speculative business 60,000 Tax liability 1.06.500
) . 06,5
Long term capital gain on sale of land 30,000 Add: Health and Education cess @4% 4260
Long term capital loss on sale of unlisted shares 1,00,000 Total tax liability 1 5..:5
0 ax nabi s 1Y,
Income from business of textile (after allowing current year depreciation) 50,000 N
ote:
Income from activity of i intaini
vity of owning and maintaining race horses 15,000 I. Income from retail trade: Presumptive business income under section 44AD is T 8,41.340 i.e.,
Income from salary (computed) 1,00,000 8% of % 13.57,000, being 10% of the tumover reccived in cash and 6% of T 1,22,13,000, being
Loss from h the amount of sales tunover received through A/c payee cheque. However, the income computed
d ouse property 40,000 as per books is ¥ 7,50,000 which is to be further reduced by the amount of unabsorbed

1,00,000. Since the income computed as per books is lower than the income
44AD, the assessee can adopt the income as per books.
presumptive taxation under section 44AD, he has to get his books

depreciation of ¥
deemed under section

However, if he does not opt for

Following are the brought forward losses:
(i) Losses from activity of owning and maintaining race horses-pertaining to A.Y.2021-22 ¥

25,000.
. . : ; i i /er ) % | crore (the enhanced limit
(i) Brought forward loss from business of textile 7 60,000 - Loss pertains to A.Y. 2016-17. MM w&mﬁ%wﬁ%ﬂ:%MWM,M,_”M%” ﬁﬁw.ﬂmﬂwasﬁﬁowmrwmm_%ﬂ is 88?& in cash). Also,
Compute gross total income of Mr. Batra for the Assessment Year 2024-25, assuming he his case would be falling under section 4AD(4) and hence tax audit is mandatory. It may further
has exercised the option of shifting out of the default tax regime provided uls 115BAC(1A). be noted that he cannot opt for section 44AD for next five A.Ys, if he does not opt for section
Also determine the losses eligible for carry forward to the Assessment Year 2025-26. 44AD this year.

ted under section 44AE(1) would be

[sMQ.] 2. Income from plying of light goods vehicles: Income calcula
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hapter 9: Aggregation of Income,

Set-Off and Carry Forward of Losses

val to T 4.50,000. However,

T 7.500 x 12 x § which 1s ¢q han the presum

per books 1s T 3,20,000, which 1s lower {
i as pe

rovided he maintains books of account .
mﬁ:?rﬁ an audit report as required under section 44AB.

It is to be further noted that in both En.ncoen. cases, :.E._ _w__MM:i
all deductions under sections 30 to 38, :._n_ca_:m %Ern_,u o
given full effect to and no further deduction under those sectio

If the assessee opted for income to be assessed on presumptive bas

the income from plying
plive income of 2 4,50,000 calculated ag
i i.e. T 3,20,000

SSCSS { the income as per books i.e 20,000,

section 44AE(1). Hence, the assessce nE“. MM_M%O: I e ey i sccouss s

of vehicles ag

mptive income provisions been opted,
ould have been deemed to have been
1d be allowable.

is, his total income would be

Dcwm:o_._ 10

as under: Inf
; particulars Sty £
Income m.o..: retail ”qmnn under section 44AD [T 13,57,000 @ 8% plus 2 B340
1,22,13,000 @6%]
Income from plying of light goods vehicles under section 44AE (¥ 7,500 x 12x 5] 4,50,000
12,91,340
Less: Set off of brought forward depreciation — not possible as
it is deemed that it has been allowed and set off Nil
Total income 12,91,340
Tax thereon 1,99,902
Add - Health and Education cess @4% 7,996
Total tax liability 2,07,898
Total tax liability (rounded off) 2,07,900
Mr. Aditya furnishes the following details for the year ended 31-03-2024:
‘ Particulars Amount
s . B Ao ®)
Loss from speculative business A 25,000
Income from speculative business B 5,000
Loss from specified business covered under section 35AD 20,000
Income from salary (computed) 3,00,000
Loss from let out house property 2,50,000
Income from trading business 45,000
Long-term capital gain from sale of urban land 2,00,000
Long-term capital loss on sale of shares (STT not paid) 75,000
(ST pait 2 o e of acauiiton and s o sharacy 2= S°0K Sxchangs) 102000

Following are the brought forward losses:

CA Bhanwar Borana
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My WWmmm”HoB owning and maintaining of race horses pertaining to A.Y. 2022-23 2 2,000.
(2) Brought forward loss from trading business Z 5,000 relating to A.Y.2019-20.

ocausm_:msﬁm::ooamoﬁ , ,
assuming that he has s Mr. Aditya and show the items eligible for carry forward,

u/s 115BAC(1A), cised the option of shifting out of the default tax regime provided
[SM Q]
ocom._o: 11

Mr. Garg, a resident individual_ furni i i is i
dotclls T e eont <mmqmomu_.hmﬁm_.m_._mm the following particulars of his income and other

Particulars 4
(1) |Income from Salary (computed) 15,000
(2) |Income from business 66,000
(3) |Long term capital gain on sale of land 10,800
(4)  |Loss on maintenance of race horses 15,000
(5) |Loss from gambling 9,100

The other details of unabsorbed depreciation and brought f ini
Assessment Year 2023-24 are as follows: SEEERL s Aeing =

2 L s g Particulars 4
(1) |Unabsorbed depreciation 11,000
(2) |Loss from Speculative business 22,000
(3) [Short term capital loss 9,800
Compute the Gross total income of Mr. Garg for the Assessment Year 2024-25 and the
amount of loss, if any that can be carried forward or not. [SMQ.]
Answer 11

Computation of Gross Total Income of Mr. Garg for the A.Y. 2024-25

| 2 Particulars z ?

(i) Income from salary 15,000
(ii) Profits and gains of business or profession 66,000

Less: Unabsorbed depreciation brought forward from A.Y.2023-24 11,000 55,000

(Unabsorbed depreciation can be set-off against any head of income other

than “salary™)
(i) Capital gains

Long-term capital gain on sale of land 10,800

Less: Brought forward short-term capital loss

[Short-term capital loss can be set-off against both short-term capital gains
and long-term capital gains as per section 74(1)] 9.800

Gross Total Income ﬂ
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Chapter 9: Aggregation of Income,

Set-Off and Carry Forward of Losses

/.2025-26
Amount of loss to be carried forward to AY.202

Particulars

forward as per section 73]

(n

ative business [to be carried s per
usiness can be set oft os_w againsl _:no:..m_“”ﬂ”w
another speculative business. Since there 1§ noO _=8=_%c _wo_q”_ ﬂ“nmo?.ma
business in the current year, the entire loss of T 22,0 momu_.ﬂw %ﬂoq e
from A.Y.2023-24 has to be carried forward to A.Y. .cn o
against speculative business income .o_. that year. It :._wwx e
speculative business loss can be ed forward for a m

Loss from specul
[Loss from a speculative b

A.Y.2027-28]

22,000

carri
years as per section 73(4), i.e., upto

2

Loss on maintenance of race horses [to be carried forward as per

section 74A] ‘ = ) e
[As per section 74A(3), the loss incurred in the actvity 0 oi%..:m and
maintaining race horses in any assessment year cannot be set-0: .mmmsw
income from any other source other ENE‘En activity of owning msm
maintaining race borses. Such loss can be carried forward for a maximum o

four assessment years ie., upto A.Y.2028-29]

15,000

3)

T.bﬂ from gambling can neither be set-off nor be carried forward.

D..:wmmo_._ 12

The following are the details relating to Mr. Srivatsan, a resident Indian, aged 57, relating to

the year ended 31.3.2024:

ST ~ Particulars ; i
_:8=...m. w.os salaries (computed) 2,20,000
Loss from house property 1,90,000
Loss from cloth business 2,40,000
Income from speculation business 30,000
Loss from specified business covered by section 35AD 20,000
Long-term capital gains from sale of urban land 2,50,000
Loss from card games 32,000
Income from betting (Gross) 45,000
Life Insurance Premium paid (10% of the capital sum assured) 45,000

Compute .Em total ._:o.oam and show the items eligible for carry forward, assuming that he
has exercised the option of shifting out of the default tax regime provided u/s 115BAC(1A)

o:mmzo: 13

Mr. Rajat submits the followin

He desires that you should:
(a) Compute the total income and
(b) Ascertain the amount of losses that can be carried forward.

[SM Q]

g information for the financial year ending 31% March, 2024
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Particulars

Sl

(i) He has two houses:

(a) House No. | - Income after all statutory deductions

72,000
- (b) House No. Il - Cyrrent year loss (30,000)
He has three Proprietary businesses: .
(@) Textile Business:
(i) Discontinue
R d from w”_mn October, 2023 - Current year loss 40,000
. ght forward business loss of A.Y.2019-20 95,000
(b) Chemical Business:
i) Disconti
mev Bad “:H:mn_ from st March, 2021 ~ hence no profiss
ebts allowed in earlier years recovered during this year Nil
35,000
(iif) Brought forward business loss of A.Y. 2020-21 50.000
(c) Leather Business: Profit for the current year 1,00,000
(d) Share of profit in a firm in which he is partner since 2009 16,550
i) (a) Short-t i i
A v MUW o ﬁmm_-_..: Om—u._»m_ gain 60,000
g-term capital loss 35,000
(iv) Contribution to LIC towards premium 10,000
[smaQ]
Answer 13
Computation of total income of Mr. Rajat for the A.Y. 2024-25
. Bl Particulars 2 T
1. Income from house property
House No.1 72,000
House No.2 (-) 30,000 42,000
2. Profits and gains of business or profession
Profit from leather business 1,00,000
Bad debts recovered taxable under section 41(4) 35,000
; 1,35,000
Less: Current year loss of textile business (-) 40,000
95,000
Less: Brought forward business loss of textile business for
A.Y.2019-20 set off against the business income of current year 95,000
3. Capital Gains
Short-term capital gain 60,000
Gross Total Income 1,02,000
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sses
T o ——

rry Forward of Lo
- 10,000

9: Aggregation of Income, Set-Off I_.u....lmw

o_.n!!. .
Less: Deduction under Chapter } 1-A

| Under section S0C — L1C premium paid

| Total Income
carried forward to A.Y. 2025-26

Statement of losses to be

j Particulars

jcal business loss of A.Y. 2020-21 to be carried forward u/s 72 50,000

| Brought forward chem!

2024-25 to be carried forward /s 74

Long term capital loss of AY.

Notes:
(1) Share of profit from firm of T 16,

(2) Long-term capital loss cannot be set
carried forward to the next year to be set-0

550 is exempt under section 10(2A).
-off against short-term capital gains. Therefore, it has to be
ff against long-term capital gains of that year.

o.._omao: 14
Ms. Geeta, a resident individual, provides the follow

year ended 31.3.2024:
(i) Salary received as a partner from a partnership firm ¥ 7,50,000. The same was allowed

to the firm.
(ii) Loss on sale of shares listed in BSE T 3,00,000. Shares were held for 15 months and

STT paid on sale and acquisition.
(iit) Long-term capital gain on sale of land ¥ 5,00,000.
(iv) T 51,000 received in cash from friends in party.
(v) 7 55,000, received towards dividend on listed equity shares of domestic companies.
(vi) Brought forward business loss of assessment year 2022-23 ¥ 12,50,000.
Compute gross total income of Ms. Geeta for the Assessment Year 2024-25 and ascertain

ing details of her income / losses for the

Ch 3
apter 9: Aggregation of Income, Set-Off and Carry Forward of Losses

Long term capital gain on sale of land 5000

Less: Long-term capital loss on shares ST ) . 5,00,000 | _

below) ares on STT paid (See Note 2 3.00,000 | u.::.aac,,
,

Income from other sources — ,

Cash gift received from friends - since the value of 51,000 _
cash gift exceeds ¥ 50,000, the entire sum is taxable ] |

Dividend received from a domestic company is fully
|

taxable in the hands of shareholders 55.000 | 1,06,000 |
Gross Total Income - . — i

3,06,000 |

Notes:

l. mm.—m—.—ﬂm U—OCW_: ».O_ sﬂﬂn— G—pwm—._ﬂmm _Omm On.m.m y -,
SEsS t FAVFFATA
. ment year 2022-23 of T 5,00,000 has to be carried

2. ro:m.ﬂn:: nm.ls_._cmm on sale of shares on which STT is paid at the time of acquisition and sale
nﬂ: e set-0 against long-term capital gain on sale of land since long-term capital gain on sale
0 w.__u_.om .Amj. paid) is taxable under section 112A. Therefore, it can be set-off umm_:.m_ long-term
capital gain on sale of land as per section 70(3). :

o:mm:o: 15

Mr. _u a resident individual, furnishes the following particulars of his income and other
details for the previous year 2023-24:

Sl. No. Particulars Aﬁ T V
(i) Income from salary (computed) 18,000
(ii) Net annual value of house property 70,000 _
(iii) Income from business | mo.ooon
(iv) Income from speculative business Am.ooo_, =
(v) Long term capital gain on sale of land 15,800 |
(vi) Loss on maintenance of race horse o.oooﬁ
(vi)  |Loss on gambling | 8,000

the amount of loss that can be carried forward. [SMQ.]
Answer 14
Computation of Gross Total Income of Ms. Geeta for the Assessment
Year 2024-25
Particulars e ‘ <

Profits and gains of business and profession

Salary received as a partner from a partnership firm is taxable under the head “Profits 7,50,000

and gains of business and profession” o

.m_l.wmm..cw% business loss of A.Y. 2022-23 ¥ 12,50,000 to be set-off to the extent of % 7,50,000
Nil

(Balance b/f business loss of Z 5,00,000 can be carried forward to the next year)

Capital Gains

Depreciation allowable under the Income-tax Act, 1961, comes (o T 8,000, for which no

treatment is given above.
The other details of unabsorbed depreciation and brought forward losses (pertaining to A.Y.

2023-24) are:

Sl. No. Particulars 4
(i) Unabsorbed depreciation 9,000
(ii) Loss from speculative business 16,000
(i) |Short term capital loss 7,800|
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Compute the gross total income of Mr. P for the Assessment year 2024-25, and the amount
[smaQ)]

of loss that can or cannot be carried forward.




rward of Losses
Chapter 9: Aggregation of Income, Set-Off and Carry Fo Chapter 9: A ,
p % SES— P ¥ Aggregation of Income, Set-Off and Carry Forward of Losses
: Particulars ‘ T (o 2|
Question 16 o the assessment year 2024-25 from the following bbbl e LR N 12 ? 7 _
Compute total income of Mr. Mathur 1C ) © 2023-24.assuming that he has exercise taxable on receipt basis| ! - - =
informaton furnished by him for the financ@ Y581 © 0oy ) 115BAC(1A) Long term capital
Ihe aption of shifting out of the default tax Teg! [RTP M-20 q O TCTM Captial gamn on sale of vacant site 2,10,000
S — \\l‘ll’i’lfﬂ Less: Short term capital loss on sale of jewellery (1.50.000)
Particulars e e — 3.60,000
— S 4,70,000 Less: Loss from house
’ : property can be set-off to the exte
Salary income (computed) 2.00.000 2,00,000 as per section 71(3A) [since Ho=w-8M= n%c:”w mﬂﬂ“ﬂwmqw
Loss from self-occupied house property o be chargeable to tax @20%, it would be beneficial to set-off the loss
60,000 from house property against LTCG). Balance loss of 2 60,000 to be
Loss from let out house property carried forward to A.Y. 2025-26.
80,000 (2,00,000) 1,60.000
oss from speculation business-X Mmf! Income from Other Sources
— o ,000
Profit from speculation business-Y [nterest on PPF deposit 5
: ing business @ 8% 3,50,000 ” 95,000
income from trading and manufacturing busi ) ,
T 95,000 Less: Exempt under section 10(11) 7 (95.000) Nil
Interest on PPF deposit . G Total I ,
. ross Total Income
Long term capital gain on sale of Vacant site (Computed) 2,10,000 7 6.30,000
Short term capital loss on sale of Jewellery 1,50,000 Less: Deduction under Chapter VI-A _
.. Investment in tax saver deposit on 31-03-2024 60,000 Deduction under section 80C _
Brought forward loss of business of assessment year 2018-19 5,50,000 [nvestment in tax saver deposit on 31.3.2024 60,000
Donation to a charitable trust recognized under section 12AA and 1,10,000 Deduction under section 80G , _
approved under section 80G paid by cheque | .
! Donation to recognized and approved charitable trust [Donation of T 20,500 | 80,500
m::m.snmn compensation _.mOm_.<ma from @ommBBmE for compuisory 3,00,000 1,10,000 to be first restricted to T 41,000, being 10% of adjusted total , "
2 acquisition of land (held for 2 period of 5 years) in the year 2009 income of Z 4,10,000 i.c.. [¥ 630,000 — ¥ 1,60,000 — % 60,000]. ,
~ Answer 16 i Thereafter, deduction would be computed at 50% of T 41,000.
Computation of total income of Mr. Mathur for A.Y.2024-25 Total Income 549,500
£ | Particulars k4 4
' - o:mm:o: 17
u = 40,000 Mr. Krishan, residing in Indore, provides the following information for the financial year J
w Profits and gains from business or profession 2023-24:
i Profit from speculation business Y 40,000 Famicias 4 mM 000
i Less: Loss of 280,000 from speculation business X set-off against (40,000) Income from textie business Amm.ooo
| profit from speculation business Y to the extent of such profit Income from speculation business ! 1
. Wowm wm Mmamaowc from M,vmnc._m:oa business X to be carried forward to Loss from gambling 12,000
Y. 2025- t . y
" or set-off against profits from speculation business. Loss on maintenance of race horse 15,000
| [ncome from trading and manufacturing business @8% 3,50,000 Current year depreciation of textile business not adjusted in the income given 5,000
Less: Brought forward business loss of A.Y. 2018-19 set-off sin i abov
oA gt - off since a|  (3,50,000) Nil OV 10,000|
” Mﬂ“& 9_, m_m:wmwwwwwaoﬂm y nﬂw has not expired. Unabsorbed depreciation of assessment year 2022-23 mo_ aoo! |
| balance loss of ¥ 2,00, t 1 2 - | P
Wn - 0 be carried forward to A.Y. 2025-26 Speculation business loss of assessment year 2023-24
| Capital Gains . ment year 2024-25 and also |
, Mr. Krishan for the Assess y : i
| Eihenedt Gom . . Compute the OSm.w .._.Qm_ _:noamqoﬂém_. d and period upto which such losses can be carried ﬂ.mw.
15 ce pensation receiv ed moq_ government for compulsory 3.00.000 state the losses eligible for carry fo it
cquisition [Taxable in P.Y. 2023-24 since enhanced compensation is o

& |
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f LOSSEes
Carry Forward ©
. 2 ion of Income, Set-Off and ,_
‘hapter 9: Aggregation IRTP N-2p Q) Chapter 9: Aggn ——
forward SRl Paten egat Income, Set-Off and Carry Forward of Losses
- , $ . Culars
inswer 17 Krishan for A.Y. 2024-25
. s Total Income of Mr. : R —— ]lll[l’[’f" )
Computation of Gros 07 e ey AR 3. | Share of profit from firm in which she s partner _ P
- —- 4. Los . _ ’
.gl.’a e — — T s from Specified business covered under section 15AD | 67 000
S e iness or profession 5.  |Income fro i . , .
Profits and gains of business P 4.60.000 m textile business before adjusting the following items: W 3.30.000
Income from Textle business 5.000 (@) Current year depreciation _
Less: Current vear depreciation allowable under section 32( 1) % (b) Unabsorbed depreciation of earfi 53,000
ess: : 4,55,000 (6F Brozr SN oae | 1.85.000
\\\l\\\}lﬁﬂoﬂg\ﬂh 10.000 I g ught forward loss of textile business of the A Y. 2021-22 1.90.000
. iati ¢ht forward from A.Y.2022-2 : ~ |Long- - | 190,
iath 375.7% Seprecaion Hom. S 4,45,000 Ng-term capital gain on sale of debentures (unlisted) | 1.50,000
per secuion 32(2 LA 7. Long- . ﬁ Y,
. pecu 8. |L g-term capital loss on sale of equity shares (STT notpaid) | 1.50.000
lation business ; ong-te i ; . , o
Income from specuia ‘ . 35,000 mﬁoom__b mxﬂﬂmowv;m_m.@m_: on sale of equity shares listed in recognized|  2.50,000
Current year income from speculation business il ge (STT paid at the time of acquisition and sale) , o
L Speculasion business loss for ALY, 2023-24 set-off as per the 30,000 9. | Dividend from units of UTI 115000
provisioas of section 73(2) i, . 10. wmmwﬁmw_ Mo%w%wowocmam loan taken from a scheduled bank.|  4,85,000
Sreculanion business loss i ard , 26,000 was to i W T
Speculasion besiness loss 10 be carried forw 1 towards principal, wards payment of interest and rest|
Gross Total Income 4,45,000 i

Compute the Gross Total Income of Ms. Aarti
Losses eligible for carry forward to A.Y.2025-26 carried forward. Ms. Aarti has always filed her return within the due date specified under

_ section 139(1) of the Income-tax Act, 1961, assuming th i ,
. cti , , at she h
¢ shifting out of the default tax regime provided u/s :mwb,o:wa.m e

and ascertain the amount of loss that can be

(1) Loss from speculation business to be carried forward as per section 73 5.000 Answer 18

Loss from speculation business can be set off only against income from another Computation of gross total income of Ms. Aarti for the A.Y.2024-25
speculation business. The remaining loss from speculation business can be mE : -

carried forward for a maximum of four assessment years immediately cplans T T
succeeding the assessment year for which the loss was first computed. Thus, Salary Income (computed)
such loss can be carried forward upto A.Y.2027-28

8,20,000 |

Less: As per section 71(3A), loss from house property of? 2,44,000 can

(2) | Loss on maintenance of race horses to be carried forward as per section 74A(3) 15,000 be set-off, to the extent oflncome from House Property 2 00.000, 6.20,000
_.c% on maintenance of race horses can be set-off only against income from the —
| activity of owning and maintaining race horses. Such loss can be carried forward Net Annual Value of House Property 1,20,000
for 2 maximum of four assessment years immediately succeeding the assessment . i 2
year for which the loss was first computed. Thus, such loss can be carried e s i
forward upto A.Y. 2028-29 (a) 30% of NAV 36,000
(3) | Loss from gambling can neither be set-off nor be carried forward. (b) Interest on housing loan 3,28,000 3,64,000
Question 18 Loss from house property (2,44,000)
. . R ) o Less: Loss eligible for set-off against salary income restricted to 2,00,000
RM. Aarti, a resident individual, provides the following information of her income/losses for g ! ¢ bt ey
year ended on 31st March, 2024: [RTP N-21 Q] Loss to be carried forward to A.Y. 2025-26 for set-off against income
_ S. No. |Particulars = from house property, if any, in that year. (44,000)
7 Income from salary (Computed) Profits and gains of business or profession
2 Incime from b 8,20,000 Share of profit from firm [Exempt w/s 10(2A)] -
. m ho
use property (let out) (Net Annual Value) 1,20,000 Loss from specified business ws 35AD ¥ 67,000 [can be set-off’ only -

against income from any specified business. Hence, it has to be carried
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o the extent of% 87,000 against

Fn/, Set-off of unabsorbed depreciation t

| o
| business 1ncome

| Capital Gains )
P ty shares (STT paid)

-off

| Long-term capital gains on sale of listed equi

bsarbed depreciation of ¥ 98,000 set

| ns on sale of listed equity shares [Tax is payable u/s

Long-term capital ga ;
| 112A @ 10% on the amount exceeding? 1,00,000]

sale of debentures
capital loss on sale of equity shares (STT not
ital gain on sale of unlisted debentures are

taxable @20% and long-term term capital gain on sale of listed shares in
excess 0f21,00,000 taxable @10%, it is beneficial to set-off long-term
capital loss against LTCG on sale of debentures]

|
| Less: Balance una

Long-term capital gains on

Less: Set-off of Long-term
paid) [Since long-term cap

Income from Other Sources

Dividend from units of UTI [Taxable in the hands of the unitholders]

Gross Total Income

I -

rd of Losses
. Set-Off and Carry Forwa T PR
Chapter
e
forward to A.Y 2025-26] 3,30,000
Income from textile business 53,000
| Less: Current year deprecianon 2,77,000
“ 1,90,000
__rr-?ﬁ Brought forw ard loss of textile business 87.000
[ 87,000 Nil

2,50,000
98,000
1,52,000( 1,52,000

1,50,000
1,50,000 Nil

1,15,000

Answer 19

8,87,000

_ Losses to be carried forward to A.Y.2025-26

(i) |Losses from specified business [can be carried forward indefinitely for set-off 67,000

against income from any specified business]

(ii) |Loss from house property [can be carried forward upto 8 successive
years for set-off against income from house property]

assessment 44,000
|

u:mmao: 19

Compute the gross total income of Mr. Farhan and show the items eligible for carry forward
and the assessment years upto which such losses can be carry forward from the following

information furnished by him for the year ended 31-03-2024, as

suming that he has

exercised the option of shifting out of the default tax regime provided u/s 115BAC(1A)

L= — - %
_g‘ ilars Amount(?)
Loss from speculative business MNO 12,000
Income from speculative business BPO Mmuooo
Loss from specified business covered under section 35AD am.ooo

CA Bhanwar Borana
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Income from salary (computed) ,, s oooﬁ i

Loss from house property .
Income from trading business _ 2,20,000

ital qai ' 2,80,000| &
Long-term capital gain from sale of urban jand . 20500/ |

mm.ooo‘ u._n, >

Long-term capital loss on sale of fist i
! . ed equity shares in re i |
exchange (STT paid at the lime of acquisition and sale of m:mmew:_Nma ook .__._o.ooow _

Short-term capital loss under section 1114

Long-term capital loss on sale of equity shares (STT not paid)

| B A

| | .
85,000 PR

Following are the brought forward losses:
(1) Brought forward loss from Speculative business MNO % 18,000 relating to A.Y. 2020-21.
(2) Brought forward loss from trading business of 7 12,000 relating to A.Y. 2018-19
(3) Unabsorbed depreciation % 1,00,000 relating to AY. 2023-24

Assume Mr. Farhan has furnished his return of i
. . income o |
under section 139(1) in all the above previous years. A e amnm_m%_m_m_q%%

Computation of Gross total income of Mr. Farhan for the A.Y.2024-25

ww.q.mn.n..uqm R R S I 5T otk z z
Salaries ‘ N

Income from Salary 4,18,000

Less: Loss from house property set-off against salary (2,00,000) 2.18,000

[As per section 71(3A), loss from house property to the extent of ¥
2,00,000 can be set-off against any other head of income.]

Profits and gains of business or profession
Income from trading business 2,80,000

Less: Brought forward loss from trading business of A.Y. 2018-19 can
be set off against current year income from trading business as per
section 72(1), since the eight-year time limit as specified under section
72(3), within which set-off is permitted, has not expired.
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(12,000)
Less: Unabsorbed depreciation (1,00,000) 1,68,000
Income from speculative business BPO 25,000
Less: Loss from speculative business MNO set-off as per section 73(1) (12,000)
Loss from speculative business MNO brought forward from A.Y.
2020-21 as per section 73(2), can be set off to the extent of ¥ 13,000. (13,000) .
Balance loss will be lapsed, since four years his expired
Capital Gains

2,05,000

Long term capital gain on sale of urban land




orward of Losses
. Aggregation of Income, Set-Of and cary FortY | (85.000) Chapter 9: Aggregation of
Chapter 9: - harcs (STT not paid) sev off ’ exchange n of Income, Set-Off and Carry Forward of Losses
Less: Long term capital 10ss 00 sale of Shares 9
ot ; aid . it
o ges eoiea 115 ale of listed equity shares on which (STT paid at the time of acquisition and sale of shares)
Less: Long-term capital 10ss ﬂ._ > _mnw section 71(3), since long-term Loss from card games
P s as p=t * jon 112A 32,000
STT is paid can also be set-0 - 1o able under section 1,10,000) i '
capital arising on sale of such shares is taxab ( Income from betting (Gross) 45.000 ;
. tion 71(2) (10,000) . Life Insurance Premium pai : . o e A
Less: Short-term capital loss under section 11 R [ 336000 Pald (10% of the capital sum assured) 50,000 B
’ y .ccc 3 .
D
Gross Total Income Answer 20
Computati
Jtems eligible for carried forward t0 ><Nc~m.~m — — ..”..:..4__.3 Praveen for the A.Y.2024-25
Particulars 3 - 20,000 Salaries — -
house property . from salari
_Mou _.Em“n“” .:_..m c_“a_w._nn Joss not set-off can be carried 335_._”_ to the Mw.x”awnmm e b Bk e 2,20,000
S per » e carried forwart . L -
for H_.on. against income from house property of that year. It can thi Less: Loss from house property set-off against salary as per section 71(1)|  2,00,000 20,000
fi imum of eight assessment years i.¢., UpLO A.Y.2032-33, in this casc. &713A)
Or @ maxi
Loss from specified business under section 35AD . ” 45,000 Profits and gains of business or profession
; iness under section 35AD can be set-off only against profits Income from speculation business
w.m.”maw_wﬂnwwﬂo__”mﬂ% _%__Hmw If Joss cannot be so set-off, the same has to be carried Lo T o oo 40,000
forward to the subsequent year for set off against income from specified vcm___am.m, if : oy business set off 40,000 Nil
any, in that year. As per section 73A(2), such loss can be carried forward indefinitely Capital gains
. ; ified business . . .
for set-off against profits of any specified business Long-term capital gains from sale of urban land 2 50.000
. ; 75,000 , T
Short-term capital loss under section A . Less: Long term capital loss on sale of listed shares on which STT is paid|  1,10,000
Short-term capital loss under section 111A can be set-off against long term or short can be set off as per section 74(1), since long-term capital gain arising on '
term capital gains. If it cannot be so set-off, it has to be carried ?_.E.wa to the next sale of such shares is taxable under section 112A
year for set-off against capital gains, if any, in that year. It can be carried forward for
2 maximum of eight assessment years, i.e., upto A.Y.2032-33, in this case, as : 1,40,000
specified under section 74(1). Less: Loss from toy business set off 90,000 50,000
o:mmmo_._ 20 Income from other sources
Compute the total income of Mr. Praveen (aged 48), a resident Indian, from the following Income from betting 45,000
information relating to the financial year ended 31.3.2024. Also, show the items eligible for Gross total income 1,15,000
carry aqs_mﬁ. Assuming that he has exercised the option of shifting out of the default tax " : - . . '
regime provided u/s 115BAC(1A) [MTP Q] Less: Deduction under section 80C(life insurance premium paid) 20,000
Particulars R e s e Total income 95,000
Income from salaries . m‘.mo.ooo rcmumm to be carried forward: )
Loss from house property 2,50,000 Particulars e
Loss from toy business 1.30.000 (1) Loss from house property (32,50,000 —%2,00,000) 50,000
Income from s i i i - -390,000 il
peculation business 40,000 (2) Loss from toy business (Z1,30,000 - 40,000 ) Ni
Loss from specified business covered by section 35AD 20,000 (3) Loss from specified business covered by section 35AD 20,000
Long-term capital gains from sale of urban | Notes:
and otes:
2,50,000 . .
Long-term capital loss from sale of | ) ) (i) As per section 71(3A), loss from house property can be set-off against any other head of income
listed shares in recognized stock 1,10,000 to the extent of ¥2,00,000 only.
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rry Forward of LOSSES
rried forward to the next year for se(. o am—— B )
u_"_:,.a__nw% be carried forward for a spiscsooﬂ ‘ Chapter 10: Deductions from Gross Total Income

Chapter 9: Aggregation of Income, Set-Off and ¢
As per section 71B, loss not m..mﬂ.hi M !
against income from house Eoﬂﬂw_ MSQ Sy
ears ie., upto A.Y. 2052229, .
cight assessment years _.w P sered by section 35AD can be set-off only against profits 4n
business cov such loss cannot be set off against any i

iness. Therefore, :
,M:q the same has to be carried forward to the subsequent year gy,
.:_.é specified business, if any, in that year. As per section

rd indefinitely for set-off against profits of any spec; fied

balance

(i) Loss from specified bus
gains of any other specified b
income. If loss cannot be so m..u
set-off against profits and gains 0
73A(2), such loss can be carried forwa

business. be set off against salary income. However, business loss of ¥90 000
ey { se : ' 0
:__:w:_zuﬂww mo%amm:%%o set-ofT against income from speculation business) can be set-off againg

(1,30, J ently, the taxable long-term capital gajng Question 1

long-term capital gains from sale of urban land. Consequ
Examine the following statements with regard to the provisions of the Income-tax Act, 1961

would be 50,000. . o ol g b .
v ard games can neither be set off against any other income, n n 1t be carrieq . ,
:L“..%M,mmﬂoa e (@ __.u:m__.mm_mwﬂ,mom deduction under section 80JJAA, filing of audit report in prescribed form is

idi i li has to be reduced by the r a corporale assessee; filing of return within the due date laid down in section
(v) For providing deduction under Chapter VI-A, wqmm_m, S_w. _=nw~3nn_ Suction under mnW: M_m_mc.:_ 139(1) is not required.
lone-term capital gains and casual income. Therefore, the deduct on in N .

vawﬂmoﬁn EwE.E_ma premium paid has (o be restricted to 220,000 [i.¢., Gross Total Income of (b) Filing of _uw_mnmanquﬂ: under section 139(4) of the Income-tax Act, 1961 will debar an

%1.15.000 — 750,000 (LTCG) — ¥45,000 (Casual income)]. ) assessee from claiming deduction under section 80QQB [SM Q]
(vi) Income from betting is chargeable at a flat rate of 30% under section [ 15BB and no expenditure Answer

or allowance can be allowed as deduction from such income, nor can any loss be sct-off against (a) The statement is not correct. Section 80AC stipulates compulsory filing of return of income on

such income or cn_.oqn.:.n n:n date specified under section 139(1), as a pre-condition for availing the benefit

of deduction, inter alia, under section 80JJAA.

(b) The statement is correct. As per section 80AC, the assessee has to furnish his return of income
on or before the due date specified under section 139(1), to be eligible to claim deduction under,
inter alia, section 80QQB.

D_._wm:o: 2
Compute the eligible deduction under section 80C for A.Y.2024-25 in respect of life
insurance premium paid by Mr. Ganesh during the P.Y.2023-24, the details of which are
given hereunder, assuming that he has exercised the option of shifting out of the default tax

regime provided u/s 115BAC(1A) [sMQ.]
~ |Date ofissue|  Personinsured | Actual capital |Insurance premium
of pollcy FEfee = Atme S | sumassured | paid during 2022-

S et sl iy ®) 23(3)
(i) |30/3/2012 Self 6,00,000 51,000
(i) [1/5/2017 Spouse 1,50,000 20,000
80,000

(iii) |1/6/2020 Handicapped son (section 4,00,000
80U disability)

Answer 2
te of erson insured Actual Insurance | Deduct-ion wn_.._n_.r
W“._.M “n 1 capital | premium paid | u/s 80C for | (restricted to
olicy : sum during 2023- | A.Y.2024- | % of sum
; assured () 24 25 assured)
® ® )
(i) |30/3/2012 |Self 6,00,000 51,000 51,000 20%
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g: _:mbc: _muocmn 1,50,000 20,000 15,000 10%
(1) |1/6/2020 Handicapped son| 4,00,000 80,000 60,000 15%
(section 80U
disability)
| [Tota 1,26,000
O:mmzo:u

The basic salary of Mr. A is € 1,00,000 p.m. He is entitled to dearness m__n.us.m:om_ which is
40% of basic salary. 50% of dearness allowance forms part of pay for retirement Um:mam.
Both Mr. A and his employer, ABC Ltd., contribute 15% of basic salary to the pension
scheme referred to in section 80CCD. Explain the tax treatment in respect _o_n such
contribution in the hands of Mr. A. Assuming that he has exercised the option of shifting out
of the default tax regime provided u/s 115BAC(1A) [SM Q]

Answer 3

Tax treatment in the hands of Mr. A in respect of employer’s and own contribution to pension
scheme referred to in section 80CCD

(a) Employer’s contribution to such pension scheme would be treated as m_m._mQ since it is
specifically included in the definition of “salary” under section 17(1)(viil). Therefore, ¥
1,80,000, being 15% of basic salary of ¥ 12,00,000, will be included in Mr. A’s salary.

(b) Mr. A’s contribution to pension scheme is allowable as deduction under section 80CCD(1).

However, the deduction is restricted to 10% of salary. Salary, for this purpose, means basic pay
plus dearness allowance, if it forms part of pay.
|

Therefore, “salary” for the purpose of deduction under section 80CCD for Mr. A would be —

Particulars : ; i

Basic salary =¥ 1,00,000 x 12 = 12,00,000
Dearness allowance = 40% of ¥ 12,00,000 =¥ 4,80,000

|

, 50% of Dearness Allowance forms part of pay = 50% of ¥ 4,80,000 2,40,000
Salary for the purpose of deduction under section 80CCD 14,40,000
Deduction under section 80CCD(1) is restricted to 10% of ¥ 14,40,000 (as 1,44,000
against actual contribution of ¥ 1,80,000, being 15% of basic salary of ¥
12,00,000)
As per section 80CCD(1B), a further deduction of upto ¥ 50,000 is allowable. 36,000
Therefore, deduction under section 80CCD(1B) is ¥ 36,000Z 1,80,000 - ¥
1,44,000).

4 _mﬁboo is m:oimzﬂ as deduction under section 80CCD(1). This would be taken into
consideration and be subject to the overall limit of ¥ 1,50,000 under section 80CCE. ¥ 36,000

allowable as deduction under section 80CCD(1B) is outside the overall limit of ¥ 1,50,000 under
section 80CCE.

In the alternative, ¥ 50,000 can be claimed as deduction under section 80CCD(1B). The balance ¥
1,30,000 (% 1,80,000- ¥ 50,000) can be claimed as deduction under section 80CCD(1).
(c) Employer’s contribution to pension scheme would be allowable as deduction under section
80CCD(2), subject to a maximum of 10% of salary. Therefore, deduction under section
80CCD(2), would also be restricted to T 1,44,000, even though the entire employer’s
contribution of ¥ 1,80,000 is included in salary under section 17(1)(viii). However, this
deduction of employer’s contribution of ¥ 1,44,000 to pension scheme would be outside the
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i ) ota
overall ___.:Fowm _,Mo,ooo _:aﬂ section 80CCE i.e.. this deduction would I Income
other deductions which are subject to the limit of z 1,50,000 ould be over and above the

Question 4
The gross total income of Mr. X for the A.Y.2024-25
following investments/payments during the F.Y.2023-24 —

is T 8,00,000. He has made the

Particulars

(1) Contribution to PPF
1,10,000

(2) |Payment of tuition fees to Apeejay School, New Delhi, for education of 45000

his son studying in Class XI
(3) |Repayment of housing loan taken from Standard Chartered Bank 25.000

_‘@' Contribution to approved pension fund of LIC 1,05,000

Compute the eligible deduction under Chapter VI-A for the A.Y.2024-25. Assumi
. . iy =T . ng that h
has exercised the option of shifting out of the default tax regime provided /s :mm%o:i ’

[SM Q]

Answer 4

Computation of deduction under Chapter VI-A for the A.Y.2024-25

Particulars

=3
Deduction under section 80C
- Contribution to PPF 1,10,000

- Payment of tuition fees to Apeejay School, New Delhi, for education of his son 45,000

studying in Class XI

- Repayment of housing loan 25,000
1,80,000

Restricted to ¥ 1,50,000, being the maximum permissible deduction w/s 80C 1,50,000

Deduction under section 80CCC

- Contribution to approved pension fund of LIC ¥ 1,05,000 ‘_L@
2,55,000

As per section 80CCE, the aggregate deduction under section 80C, 80CCC and—— |

80CCD(1) has to be restricted to ¥ 1,50,000 1.50.000
,50,

E__ allowable under Chapter VIA for the A.Y.2024-25

D:mmzoz 5

during the P.Y. 2023-24
aid medical insurance
ged 63 years, who is
ent Health Scheme

Mr. A, aged 40 years, paid medical insurance premium of ¥ 20,000
to insure his health as well as the health of his SpOUSE. He w_m%mwN
Premium of ¥ 47,000 during the year to insure the health of j_mom o
rot dependent on him. He contributed 2 3,600 to Cena o:mm_ﬁ: check-up of himself
during the year. He has incurred ¥ 3,000 in cash on 9m<ma_<m_? check-up of his father.
and his spouse and I 4,000 by cheque on preventive :mw e Assuming hat he
Compute the deduction allowable under section 80D for the A '+ provided u/s 115BAC(1A)
has exercised the option of shifting out of the default tax regime p




Chapter 10: Deductions from Gross Total Income

[SmQ)
Answer 5 '
Deduction allowable under section 80D for the A.Y.2024-25
) Actual Maximum
| 1
| SBEs f Payment deduction
l z allowable ¥
w A. |Premium paid and medical expenditure incurred for self
i and spouse
(i) |Medical insurance premium paid for self and spouse 20,000 20,000
, (i) |Contribution to CGHS 3,600 3,600
(iii) |Exp. on preventive health check-up of self & spouse 3,000 1,400
26,600 25,000
B. |Premium paid or medical expenditure incurred for father,
who is a senior citizen
(i) |Mediclaim premium paid for father, who is over 60 years of 47,000 47,000
age
(i) |Expenditure on preventive health check-up of father 4,000 3,000
51,000 50,000
Total deduction under section 80D (3 25,000 + ¥ 50,000) 75,000
Notes:

(1) The total deduction under A. (i), (ii) and (ii1) above should not exceed ¥ 25,000. Therefore, the
expenditure on preventive health check-up for self and spouse would be restricted to 1,400,
being (% 25,000 — T 20,000 - ¥ 3,600).

(2) The total deduction under B. (i) and (ii) above should not exceed %50,000. Therefore, the

expenditure on preventive health check-up for father would be restricted to % 3,000, being (X
50,000 — % 47,000).

(3) In this case, the total deduction allowed on account of expenditure on preventive health check-up

of mn:. spouse and father is ¥ 4,400 (i.e., ¥ 1,400 + T 3,000), which is within the maximum
permissible limit of ¥ 5,000.

o:mm:o: 6

Mr. Y, aged 40 years, paid medical insurance premium of ¥ 22,0 i -

to _=_ms.m.:_.m health as well as the health of his spouse and amvm:ﬂﬂmﬂcﬂmﬁ%nﬁm _u_.._M.mw_M.uN Wmm_u
medical insurance u_”m_a_ca of ¥ 33,000 during the year to insure the health ﬁ.; his mother
aged 67 years, who is not dependent on him. He incurred medical expenditure of ¥ 20 000
on his father, aged 71 years, who is not covered under mediclaim policy. His father is _m_mo
not dependent upon him. He contributed % 6,000 to Central oOstBmE Health Scheme

during the year. Compute the deduction allowable under section 80D for the A.Y. 2024-25.

Assuming that he has exercised the option of shifti i i
e 11RO ption of shifting out of the default tax regime provided

[sMQ.]
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D:mm:b: T

Mr. B has taken three educat

ion loans on April 1, 2023
M. B as taken hree fic + the details of which gre given below;

— " “Tegiven below:
Loan 2 EL

A Son of B Daughter of B

e —
For whose education loan was taken

purpose of loan

Annual repayment of interest (%)

e_mi B. Sc. B.A.

Amount of loan (%) | 5000000 200000 4,00,000

Annual repayment of loan (3) H eoo_ooi 40,0001 mo_ooo
| )

mo_oooﬂ, 10,000 18,000

Compute the amount deductible under section 80E for the A.Y.202 i
) A = .Y.2024-25. A
has exercised the option of shifting out of the default tax regime provided hw:ﬂﬁm%%ﬂ _.%

[SMQ.]

Answer 7
Dma:.o:o: ::amﬁmmn:os wow is available to an individual assessee in respect of any interest paid by
him in the previous year in respect of loan taken for pursuing his higher education or higher

education of his spouse or children. Higher education means any course of study pursued after senior
secondary examination.

Therefore, interest repayment in respect of all the above loans would be eligible for deduction.
Deduction under section 80E =% 20,000 + 3 10,000 + ¥ 18,000 = ¥ 48.000.

D:mmﬁo: 8

Mr. A purchased a residential house property for self-occupation at a cost of ¥ 45 lakh on
1.4.2017, in respect of which he took a housing loan of ¥ 35 lakh from Bank of India@11%
p.a. on the same date. The loan was sanctioned on 28" March, 2017. Compute the eligible
deduction in respect of interest on housing loan for A.Y.2024-25 under the provisions of the
Income-tax Act, 1961, assuming that the entire loan was outstanding as on 31.3.2024 and
he does not own any other house property. Assuming that he has exercised the option of
shifting out of the default tax regime provided u/s 115BAC(1A). [SMQ]
Answer 8

Particulars

Interest deduction for A.Y.2024-25

(i) Deduction allowable while computing income under the head “Income from
house property”
Deduction under section 24(b) ¥ 3,85,000 [¥ 35,00,000 x 11%]

Restricted to 2,00,000
(i) Deduction under Chapter VI-A from Gross Total Income .
Deduction under section SOEE ¥ 1,85,000 (% 3,85,000 % 2,00,000) 50,00

Restricted to

D:mm:o: 9

Mr. C and Mr. D, salaried
A, Mr. B, Mr s

The following are the particulars relating Mr.
Individuals, for A.Y. 2024-25 -



: Total Income e =
Chapter 10: Deductions from Gross e — |
Particulars e =50 ISKkhE e ,m_:%m.
|Amount  of _omj ? 43 lakhs
taken | I ;
———— 1 el it takin Deposit taking Public sector
|Loan taken from | HFC | Depos zmm% NBFC bank
\l|l\||||\|\|\J’/’
L =1 142 1.4.2020 30.3.2019
| Date of sanction of 1.4.2021 1.4.2020
| | 1
Date of 152021 1.5.2020 1.5.2020 1.5.2019
ate -
| disbursement of
= 1||\_u\|:|m Purchase of
—_— ] T i o
f Acquisition of urcha : .
:ucaomm ofloan >B_.MM%MM.M_ Emamomﬂ_.m_ house | electric vehicle for| electric vehicle
house| property for self- personal use | for personal use
property for occupation
self-
occupation
Stamp duty value 7 45 lakhs T 48 lakhs - -
of house property ]
Cost of electric - - ¥ 22 lakhs T 18 lakhs
?m:_n_m
Tmﬁm of interest 9% p.a. 9% p.a. 10% p.a. 10% p.a.

Compute the amount of deduction, if any, allowable under the provisions of the Income-tax
Act. 1961 for A.Y.2024-25 in the hands of Mr. A, Mr. B, Mr. C and Mr. D. Assume that there
has been no principal repayment in respect of any of the above loans upto 31.3.2024.
Assuming that he has exercised the option of shifting out of the default tax regime provided
u/s 115BAC(1A).

Q:mmzo: 10

Mr. Shiva aged 58 years, has gross total income of ¥ 7,75,000 comprising of income from
salary and house property. He has made the following payments and investments:

(i) Premium paid to insure the life of her major daughter (policy taken on 1.4.2018)
(Assured value ¥ 1,80,000) — % 20,000.

(ii) Medical Insurance premium for self — ¥ 12,000; Spouse — % 14,000.

) Donation to a public charitable institution ¥ 50,000 by way of cheque.

(iv) LIC Pension Fund —% 60,000.

(v) Donation to National Children’s Fund - Z 25,000 by way of cheque

(vi) Donation to Jawaharlal Nehru Memorial Fund - Z 25,000 by way of cheque

(vii) Donation to approved institution for promotion of fami ing - of
cheque P mily planning - ¥ 40,000 by way

(viii) Deposit in PPF - Z 1,00,000

Compute the total income of Mr. Shiva for A.Y 2024-2 i i
. te : HA -25. Assumin ercised
the option of shifting out of the default tax regime provided u/s :mmmmﬂw%vjm Faie

[sma]j
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:mmmoz 11

_ Ganesh, a businessm ;
w\_oqomv for A.Y.2024-25 .M:N_ ﬁ:%%wmmnm_u_m“moﬂm (before allowing deduction under section
; ial acc f . ouse rent at 7 1 i
o omir Sechon 805G fo 1 S 24T Comls et stonso
hifting out of the defaul - ~29. Assuming that he has exercised the option of

tax regime provided u/s 115BAC(1A). [SMa;]
The deduction under section 80GG wil] be computed as follows:
(i) Actual rent paid less 10% of total income |

10%4,60,0
¥1,44,000 Snllloouv =398,000 (A)

100

25x4,60,000
100

(iti) Amount caleulated at ¥ 5,000 p.m.= % 60,000 ©)

Deduction allowable w/s 80GG [least of (i), (ii) and (iii)] = % 60,000

(i) 25% of total income =

=%1,15,000 (B)

Dcmm:o: 12

During the P.Y. 2023-24, ABC Ltd., an Indian company,
(1) contributed a sum of ¥ 2 lakh to an electoral trust: and
(2) incurred expenditure of ¥ 25,000 on advertisement in a brochure of a political party.

Is the company eligible for deduction in respect of such contribution/expenditure, assuming
that the contribution was made by cheque? If so, what is the quantum of deduction? [SM Q.]

Answer 12

An Indian company is eligible for deduction under section 80GGB in respect of any sum contributed
by it in the previous year to any political party or an electoral trust. Further, the word “contribute” in
section 80GGB has the meaning assigned to it in section 293A of the Companies Act, 1956, and
accordingly, it includes the amount of expenditure incurred on advertisement in a brochure of a
political party.

Therefore, ABC Ltd. is eligible for a deduction of ¥ 2,25,000 under section 80GGB in respect of sum
of ¥ 2 lakh contributed to an electoral trust and ¥ 25,000 incurred by it on advertisement in a brochure
of a political party.

It may be noted that there is a specific disallowance under section 37(2B) in respect of expenditure
incurred on advertisement in a brochure of a political party. Therefore, the expenditure of ¥ Nm,ooo
would be disallowed while computing business income/gross total income. However, the said
expenditure incurred by an Indian company is allowable as a deduction from gross total income under
section 80GGB.

D%m:o: 13

on 1.4.2023. He

: iness of manufacture of computers
Mr. A has commenced the busines Gy 1A e

employed 350 new employees during the P.Y. 2023-24, the details of who

No. of Date of Regular/ Total monthly emoluments
ozi_mémmm employment Casual per employee (%)
75 1.4.2023 Regular 24,000
125 1.5.2023 Regular




i Chapter 10: Dedycti
3 f [ | R T - Deductions fr.
Chapter 10: Deductions from Gross IS NS \l‘m%l}lf _ [nterest on Fixed Deposit with 5703 Gross Total Income
Casual ' |
(iii) 50 1.8.2023 24.000 _ ottery income l#ooi
(iv) 100 1.9.2023 Regular _ el 1,20,000
ici i i ident fund while the casual employees Gross Total Income 20,
_ articipate in recognized providen :
The regular emp o<o.wn. m :.on if any, available to Mr. A for A.Y. 2024-25, if the profits and L ess: Deductions under Chapter VIA (s 2.85,000
90 nos o e ; is ¥ 75 lakhs and his total turnover s ¢ [See Note below
gains derived from manufacture of computers that year is .
¥ 10.16 crores Under section 80C
What would be your answer if Mr. A has commenced the business of Bmscﬁmmp_q_monwﬁ _ Deposit in Public Provident Fund
B X 1,50,000
footwear on 1.4.20237 Under section 80TTB
D:mwzo: 14 v o
- t on fixed deposits with b
Mr. Aakash received royalty of ¥ 2,88,000 from a foreign country for a book authored by Interest o Postts with benks 30,000
him, being a work of literary nature. The rate of royalty is 18% of value of coox,m. The
expenditure incurred by him for eaming this royalty was ¥ 40,000. The amount remitted to ) 1,80,000
India till 30th September, 2023 is ¥ 2,30,000. The remaining m_:o:E was not remitted till Restricted to I
31st March, 2024. Compute the amount includible in the gross total income of Mr. >mxmm: Total Income 09,
and the amount of deduction which he will be eligible for ::amq_mmozo: m.oDOm. >cha3_:@ 1,20,000
that he has exercised the option of shifting out of the default tax regime provided u/s Note: In case of resident individuals of the age of 60 years : ] -
115BAC(1A) [SMQ] qualifies for deduction upto % 50,000 under section S0T1B, | oo o bank fixed deposits
Answer 14 Though the aggregate of deductions under Chapter VI-A is ¥ 1.80 000, h :
The net royalty of T 2.48,000 (i.e., royalty of ¥ 2,88,000 less ¥ 40,000, being expenditure to eam such permissible deduction cannot exceed the gross total income exclusive of _M_,.._c.w Nws nmmuﬂwﬂ:m:mﬁm
income) 1s includible in gross total income. Smm_u._n under mmn:oa 112 and section 112A, short-term capital gains covered _.EME section 111A and
Deduction w's 30QQB : CiE e i z winnings from lotteries of the assessee.
uction w's - ] e
Therefore, the maximum permissible deduction under Chapter VI-A =  2,85,000 - ¥ 1.20,000 = %
Royalty ¥ 2,88,000 x 15/18 =% 2,40,000 1,65,000. £
Sy Question 16
Amount brought into India in convertible foreign exchange within Mr. Gurnam, aged 42 years, has salary income (computed) of ¥ 5,50,000 for the previous
the prescribed time 230,000 year ended 31.03.2024. He has earned interest of ¥ 14,500 on the saving bank account with
ap State Bank of India during the year. Compute the total income of Mr. Gurnam for the |
Less: Expenses already allowed as deduction while computing assessment year 2024-25 from the following particulars, Assuming that he has exercised
royalty income 40.000 z.._m onzoq of shifting out & the a.m*mc: n_mx qm@_am provided Em 115BAC(1A) . :
: (i) Life insurance premium paid to Birla Sunlife Insurance in cash amounting to ¥ 25,000
reluciin /s 0008 1,90,000 for insurance of life of his dependent parents. The insurance policy was taken on |
D tion 15 15.07.2019 and the sum assured on life of his dependent parents is T 2,00,000.
Sk ) i (it) Life insurance premium of ¥ 25,500 paid for the insurance of life of his major son who is
Mr. A, a resident individual aged 61 years, has eamed business income (computed) of ¥ not dependent on him. The sum assured on life of his son is ¥ 3,50,000 and the life |
“mww_wwm. %anmmhzmwﬂw%wmmbo%oo (gross) during the P.Y. 2023-24. He also has interest insurance policy was taken on 30.3.2012. o €
S it R ?.m%_ﬁsjamgzm invested an amount of ¥ 1,50,000 in Public (iii) Life insurance premium paid by cheque of ¥ 22,500 for insurance of his life. The |
that he has exercised the ong w m n_n"”moam, ow_,ﬁ_n_. >aﬁﬂ =__m A.Y. 2024-25, Assuming insurance policy was taken on 08.09.2018 and the sum assured is ¥ 2,00,000. 5
out of the i ; . ) ol
115BAC(1A) Blait=1ax: 1sgime o8<_HMmh m:um (iv) Premium of ¥ 26,000 paid by cheque for health insurance of self and his wife. . I
Answer 15 (v) % 1,500 paid in cash for his health check-up and ¥ 4,500 paid in cheque for preventive ,
i i h N i ho are senior citizens. 55
Computation of total income of Mr. A for A.Y.2024-25 ) ealth check-up for his parents, w k for MBA course pursued by his |
CParHctlars 1o 0 R SRR (Vi) Paid interest of ¥ 6,500 on loan taken from bank 10 |
: - Par ars i i 2 daughter .
: : - ’ o= g of section 80G
Profits and gains of business or profession (vii) A sum of 5,000 donated in cash to an institution approved for purpose EMal |
Income from other sources for promoting family planning.
Dcmmzo: 17
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2 3 tal Income
Chapter 10: Deductions from Gross To gard to the provisions of the Income-tax Act, 1961:

ine the following statements with re: Pl . . ‘
m.xmq:_..w Ms ﬂ:mzm.m_ year 2023-24, Mr. Amit paid _qumm.n on %ﬂ, ﬂw__ww: W< ,M._BQN_. hd_ s
v m%umms._m”mq education. His son is already employed in a . Mr. o
deduction under section 80E. .
(i) Subscription to notified bonds of NABARD w

e i i t /contributi
_ . tion 80C, investment /contribution/
iqible to claim deduction under sec i
(iii) _md.. MMM_“ mm:omm__ﬂ eligible or approved modes, should be made from out of income
chargeable to tax. el o s
i indivi s a sum of T 30,000 towards prin ; _. .
(iv) ﬁwﬂmaﬂ H_Mmawmmh_w_ﬁ _ﬂmwmv.,m_‘m: from a bank for pursuing eligible higher studies, the
I

deduction allowable under section 80E is ¥ 44,000. ‘

Mrs. Sheela, widow of Mr. Satish (who was an employee of M/s. x<NmE%,w _ﬂmoﬂ_xmﬂ 37
(v) _m_ﬂm on A.m.momw being amount standing to the credit of Mr. % _mmo_mo_u_mﬂ PS
Account ,:.amnmﬂ_ of which deduction has been m__osma :ma%ﬁ ﬂow _MM sc o Mr
Satish :4. the earlier previous years. m:o: amount ﬂmom_<momh<mmm ee on
closure of the account is deemed to be her income for A.Y. -25.

ibuted ¥ 50,000 towards Tier ||
i ishal. a Central Government employee, contributed A :
o w;moo,r\_% wﬂ u_uw. The same would be eligible for deduction under section 80CCD.

Assuming that he has exercised the option of shifting out of the default nmxﬁm_.m_sa.m:%

provided u/s 11 5BAC(1A).

ould qualify for deduction under section

Answer 17

(i) The statement is correct. (
of interest on loan taken for his hi

The deduction under section 80E available to an individual in respect

gher education or for the higher education of his relative. For
this purpose, relative means, inter alia, spouse and children of the individual. .._,rmqm»,o_.w, Mr.
Amit will get the deduction under section 80E in respect of interest on loan m<m.:mg by him En
his son’s higher education. It is immaterial that his son is already employed in a firm. This
would not affect Mr. Amit’s eligibility for deduction under section 80E.

(i) The statement is correct. Under section 80C(2) subscription to such bonds issued by NABARD
(as the Central Government may notify in the Official Gazette) would qualify for deduction
under section 80C.

(iii) The statement is not correct. There is no stipulation under section 80C that the investment,
subscription, etc. should be made from out of income chargeable to tax.

(iv) The statement is not correct. Deduction under section 80E is in respect of interest paid on
education loan. Hence, the deduction will be limited to 14,000.

(v) The statement is not correct. The proviso to section 80CCD(3) provides that the amount
received by the nominee, on closure of NPS account on the death of the assessee, shall not be
deemed to be the income of the nominee. Hence, amount received by Mrs. Sheela would not be
deemed to be her income for A.Y. 2024-25.

(vi) The statement is not correct. Contribution to Tier II account of NPS would qualify for
deduction under section 80C and not section 80CCD.

O:ommoz 18

Examine the allowability of the following, Assuming that h i ion of
ar ) e has exercised the option ©
shifting out of the default tax regime provided u/s 1 A%w\yo:‘ﬁ "

(i) Rajan has to pay to a hospital for treatment z 6 i i
, ; 2,000 and thing for life
Insurance or for maintenance of dependent disabled. pdinllc

(i) Raja, a resident Indian, has spent nothin . d
i I g for treatment in th jous year an
deposited ¥ 25,000 with LIC for maintenance of dependant a_m_ch_mm. PRI
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,,. : Chapter 10: Deduycti
(iii) Rajan has incurred Z 20,000 for eductions from Gross Tota| Income

A eat
maintenance of dependant disableq atment and ¥ 25,000 was deposited with LIC for
(iv) Payment of % 50,000 by cheque to an electoral

Answer 18
(i) The deduction of ¥ 75,000 under sec
expenditure incurred or paid b

dependant with severe disability

trust by an Indian company. [SM Q)]

ti ; .

y the m&ﬂmwmm%o_w% w_“os&_ rrespective of the amount of

: . the deduction m__oimc_m.mmmm:ﬁ_:ww_ﬂo_m Incurred in respect of a

(i) The assessee Rajan has deposited Z 25 000 g
is, however, eligible to claim T 75 000 sinc
the amount deposited with LIC. In the ca
allowable is T 1,25,000.

(iii) Section 80DD allows a deduction of ¥ 75,00
maintenance of a dependent disabled and/or wn
deduction will be ¥ 75,000 even though the tota
the dependant is a person with severe disability

for maintenance of dependent disabled. The assessee |

e :._M deduction of 4 75,000 is allowed, irrespective of |
se of dependant with severe disability, the deduction |
f

0 irrespective of the actual amount spent on

tual amount deposited with LIC. Therefore, the

1 amount incurred/ deposited is only ¥ 45,000. If

| : : the quantum of deduction is % 1,25,000.

(iv) Amount paid by an EQM,E Company to an electoral trust is eligible for deduction under secti
80GGB from gross total income, since such payment is made oﬁwmﬂsma than by way of nmmwn o

o:mw:o_._ 19

For the Assessment year 2024-25, the Gross Total Income of Mfr. Chaturvedi, a resident in
_:a_m_ was < 8,18,240 which includes long-term capital gain of ¥ 2,45,000 taxable under |
section 112 and Short-term capital gain of ¥ 58,000. The Gross Total Income also includes |
|
[

interest income of ¥ 12,000 from savings bank deposits with banks and % 40,000 interest on
fixed deposits with banks. Mr. Chaturvedi has invested in PPF ¥ 1,20,000 and also paid a
medical insurance premium ¥ 51,000. Mr. Chaturvedi also contributed ¥ 50,000 to Public
Charitable Trust eligible for deduction under section 80G by way of an account payee
cheque. Compute the total income and tax thereon of Mr. Chaturvedi, who is 70 years old
as on 31.3.2024. Assuming that he has exercised the option of shifting out of the default tax
regime provided u/s 115BAC(1A) [SMQl]

Answer 19
Computation of total income and tax payable by Mr. Chaturvedi for the A.Y. 2024-25

Particulars 4 g
8,18,240

Gross total income including long term capital gain
2,45,000

5,73,240

Less: Long term capital gain

Less: Deductions under Chapter VI-A:
1,20,000

50,000

Under section 80C in respect of PPF deposit

Under section 80D (it is assumed that premium of ¥ 51,000 is paid
by otherwise than by cash. The deduction would be restricted 0 ¥
50,000, since

Mr. Chaturvedi is a senior citizen)

17,662
50,000 2,37,662

-

3,35,578

Under section 80G (See Notes 1 & 2 below)
Under section 80TTB (See Note 3 below)

Total income (excluding long term capital gains)
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Chapter 10: Deductions from Gross Total Income  ss0s Particula S L 0SS T IEGT
. 5,80,8 rs
| Total income (including long term capital gains) Ilm}mclmu& Gross Total Income
) 3 F
,_,.—.an._ income (rounded off) - ——— Less: Ua.acnm“uo: under Chapter V|-
" . . 0 apital gains ©0 Under section 80C
| Tax on total income (including long-term ¢ap duty paid on acquisit; .
12,45.000) Stamp Mu <4 ._m_ 1on of residential house
, 49,000 Five year time deposit with Post Office
| LTCG % 2.45,000 x 20% -
, . 1155 ‘ote 4 below) ’
, 1al income ¥ 3.35,580 (See Note — 70,0
e 50,779 Under section 80E 000
W . . 2,031 Interest on loan taken for higher education of spouse, being a relative. 10,000
Add: Health and Education cess @4% ] Under section 80G (See Note below) ’
5 S MNuw_.Q _“, t: 1 h— : c -
Towechabity Dona __S o recognized charitable trust (50% of Z 25,000) | 12500 92:500
Notes: . . bl 547,500
. Computation of deduction under section mom‘.. | ‘.‘. . Note: In case of deduction under section 80G in respect of donation to a charitabl
— —= m.n.—.mn ST ; 2 g qualifying amount has to be restricted to 10% of adjusted total income, i.e Mmmmﬂ M»_ﬁcmﬁ ﬁ:m_=m~
e 5738 deductions under Chapter VI-A except 80G. The adjusted total income is. fhccefore. < 5.60.000 (o
Gross total income (excluding long term capit gains) W/o2d) 6,40,000 —  80,000), 10% of which is ¥ 56,000, which is higher than the setual donetion oT 25,00
, | Less - Deduction under section 80C, 80D & 80TTB 2,20,000 MMMMMQRM the deduction under section 80G would be 7 12.500. being 50% of the actual mo:m:.oz,om m fi
3,53,240 it
10% of the above 35324 Question 21
Contribution made 50,000 Compute the eligible deduction under Chapter VI-A for the A.Y. 2024-25 of Ms. Roma, aged
N . . : 40 years, who has a gross total income of ¥ 15,00,000 for the A.Y. 2024-25 and provides
Lower of the two eligible for deduction under section 80G 5324 the following information about her investments/payments during the P.Y. 2023-24,
Deduction under section 80G —50% of ¥ 35,324 17,662 Assuming that he has exercised the option of shifting out of the default tax regime provided |
: — . u/s 115BAC(1A): smaj] |
2. Deduction under section 80G is allowed only if amount is paid by any mode other than cash, in — i
case of amount exceeding ¥ 2,000. Therefore, the contribution made to public charitable trust is % Sl. No. Particulars Amount (%)
eligible for deduction since it is made by way of an account heque. .
e m. i onsmmee <. e ) = e B:w ) ) 1. Life Insurance premium paid (Policy taken on 31-03-2012 and 35,000
3. Deduction of upto ¥ 50,000 under section 80TTB is allowed to a senior citizen if gross total sum assured is ¥ 4,40,000)
income includes interest income on bank deposits, both fixed deposits and savings account. S
4. Mr. Chaturvedi, being a senior citizen is eligible for a higher basic exemption of Z 3,00,000. 2. Public Provident Fund contribution 1,50,000
Question 20 3. Repayment of housing loan to Bhartiya Mahila Bank, Bangalore 20,000
Mr. Rajmohan whose gross total income was ¥ 6,40,000 for the financial year 2023-24, 4. Payment to L.I.C. Pension Fund 1,40,000
furnishes you the following information: 7 :

(i) Stamp du id isiti ; . 5. Mediclaim Policy taken for selff, wife and dependent children,

il =] p duty paid on acquisition of residential house (self-occupied) - T 50,000. premium paid by cheque 30,000
(ii) Five year post office time deposit -¥ 20,000, (Seni 52 000
(iif) Donation to a recognized charitable trust 7 25,0 R el 6. Medical Insurance premium paid by cheque for parents (Senior ,

: ,000 w i r o
section 80G at the applicable rate. hich is eligible for deduction unde Citizens)
Answer 21

(iv) Interest on loan taken for higher education of spouse paid during the year - % 10,000.

Compute the total income of Mr. Rajmohan for the Assessment year 2024-25, Assuming

that he has exercised the opti ifti
e option of shifing out of the default tax regime Eosﬁqm@_m m;um

Answer 20

under Chapter VI-A of Ms. Roma for A.Y. 2024-25

Computation of eligible deduction

Particulars

Deduction under section 80C

same 35,000

5,000 (allowed in full since the

— utation of ﬂﬂ-u&— -:&050 of 3_.
.
sum wa_.:nﬂ.. the olic beir taken

Life insurance premium paid ¥ 3
18 within the limit of 20% of the

CA Bhanwar Borana

Rajmohan for the A.Y.2024-25
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N .’,//.
Chapter 10: Deductions from T :
before 1.4.2012) 1,50,000
ic Provident Fund 20,000
Public . — ahila Bank, Bangalore
Repayment of housing loan to 205000
1,50,000
Restricted to a maximum of ¥ 1,50,000
Deduction under section 80CCC for payment o
IC pension fund oy
towards LIC p: T
As per section 80CCE, aggregate deduction under, inter alia, section 1,50,000
80C and 80CCC, is restricted to
Deduction under section 80D .
Payment of medical insurance premium of ¥ 30,000 Bimam medical 25,000
policy taken for self, wife and dependent children restricted to
Medical insurance premium paid ¥ 52,000 for parents, being senior 50,000 -
citizens, restricted to i
Eligible deduction under Chapter VI-A 2,25,000

ocmmmcz 22

that he has exercised the o
115BAC(1A):

- Deposit of 7 1,50,000 in public provident fund

- mm<3m3 of life insurance premium of ¥ 62,000 on {
Insure his life (Sum assured — 7 4,00,000).

- Deposit of 7 45,000 in a five year term d

- OO:Ecsma 2,10,000, being 15% of his salary
ss_o:.a_.sm part of retirement benefits) to th
matching contribution wag made by ABC Ltd.

- m: I.mom@.sma_o_m.s premium of ¥ 1,08 00

IS and his wife (aged 58 Years) health, respecti
- Incurred 7 46,000 towards

eposit with bank.

nce policy taken for his father.

entive health-check up of his wij
d an expenditure of e e

He spent 7 6,000 for the prev
He has incurre

Answer 22

fe.
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Compute the deduction available to Mr. Dhyanchand under Chapter VI-A for A.Y.2024-25.
Mr. Dhyanchand, aged 65 years, is working with ABC Ltd. His income comprises of salary of
¥ 18,50,000 and interest on fixed deposits of ¥ 75,000. He submits the following particulars
of investments and payments made by him during the previous year 2023-24. Assuming

ption of shifting out of the default tax regime provided ufs

he policy taken on 01.4.2017 to

(basic salary plus dearness allowance,
€ NPS of the Central Government. A

and 80,000 paid as lumpsum to insure
vely for four years

dependent on him. No insura medical expenditure of his father, aged 85 years, not

being a person with seyere a_mmz__?« 30,000 for the medgical treatment of his Bozmm.
[MTP Q.

\\\m\am_ﬂ=\\l Particulars -

ﬁ e ——

»Mm\\\\\ Deposit in public provident fund

8 ) )
Life insurance premium paid ¥ 62,000 (deduction
restricted to ¥ 40,000, being 10% of 7 4,00,000, which is
the sum assured, since the policy was taken on or after
01.04.2012)
Five year term deposit with bank
Restricted to

80CCD(1) |Contribution to NPS of the Central Government. ?
1,60,000 [ 2,10,000 — ¥ 50,000, being deduction under
section 80CCD(IB)], restricted to 10% of salary [T
2,10,000 x 10/15] [See Note 1]

80CCE Aggregate  deduction under section 80Cand

80CCD(1), % 2,90,000, but restricted to

80CCD(1B) X 50,000 would be eligible for deduction in respect of|
contribution to NPS of the Central Government

80CCD(2) |Employer contribution to NPS, restricted to 10% of salary

[See Note 2]

80D (1) (a) Medical insurance premium for self and his wife,
deduction would be equal to ¥ 47,000 % 27,000 + %
20,000), being 1/4th of lumpsum premium, since policies
would be in force for four previous years.

(b) Preventive health check up? 6,000 for wife restricted
to ¥ 3,000 (% 50,000 - ¥ 47,000, since maximum allowable
deduction is ¥ 50,000 in case assessee or one of the family
member is senior citizen)

(i) Medical Expenditure for his father fE,E nn fully
allowed as deduction, since no insurance policy is taken
on his name

Total of (i) and (ii)

80DD Deduction of ¥ 1,25,000 in respect of expenditure on

medical treatment of his _:oﬁ_an.vn:_m a naa,cﬂ_ ,M“w”
severe disability would be allowed _.:n%pé:.w, of the fa
that amount of expenditure incurred is T 90,00(

80TTB

Interest on fixed deposits with bank of T
L restricted to

Deduction under Chapter VI-A

75,000, deduction

Chapter 10: Deductions from

Gross Total Income

1,550,000

40,000
45,0000 150,000
2,35,000
140,000
2,90,000
1,50,000
50,000
1,40,000
47,000
3,000
50,000 ,
;,
46,000 |
96,000) |
1.25,000( |8
50,000
6,11,000




shapter 10: Deductions from Gross Total Income

Notes: . . S
(1) The deduction under section 80CCD(1B) would not be subject to o,ka,”m__a_:”::nmm _M how_o _m,_a_
under section SOCCE. Therefore, it is more wmsnme.u_ ?_. Mr. Dhyanchan zo. .: ; :.o:o:
under section 80CCD(1B) first in respect of contribution to Z_v.m. ,_,_EBMUQ_, e mw_:u_s_zm
amount of T 1.60,000 can be claimed as deduction under section 80CCD( ), subject to 3

maximum limit of 10% of salary i.e. ¥ 1,40,000. .
(2) The entire employer’s contribution to notified pension scheme has to _oommn“ﬁ En_cn_mm under the
ies” whi i i d thereafter, deduction under section
“Sal » while computing gross total income an 2 : :
mmm_mvwﬁwvmmwz_%qn_ u:oénm. subject t0 a maximum of 10% of salary. .Uaaco:o: under section
80CCD(2) is also not subject to the overall limit of ¥ 1,50,000 under section 80CCE.

D:mmzo: 23 it
i i ides in Hyderabad, derived
Deepak is retired Government Officer, aged 65 years, resides
*oﬂmmﬂ_:m income. Assuming that he has exercised the option of shifting out of the default tax
regime provided u/s 115BAC(1A):

4
6,60,000

Pension

Interest from bank on fixed deposits (Gross) 55,000

Compute the total income of Mr. Deepak for the assessment year 2024-25 from the

following particulars:

(i) Life insurance premium paid by cheque ¥ 22,500 for insurance of his life. The insurance
policy was taken on 08-09-2016 and the sum assured is ¥ 2,00,000.

(i) Premium of ¥ 26,000 paid by cheque for health insurance of self and his wife.

(iii) Paid interest of ¥ 6,500 on loan taken from bank for MBA course pursued by his
daughter.

(iv) A sum of ¥ 15,000 donated in cash to an institution approved for the purpose of section
80G for promoting family planning. [MTP Q.]

Answer 23
Computation of total income of Mr. Deepak for A.Y.2024-25

Particulars : S 4 4

Income under the head “Salaries™

Pension 6,60,000
Less: Standard deduction u/s 16(ia)
Lower of ¥ 50,000 or actual salary/pension i 50,000 6,10,000
Income from Other Sources
Interest from bank on fixed deposit (Gross) 55,000

Gross Total Income 6,65,000
9y y

Less: Deduction under Chapter VI-A

Deduction under section 80C

LIC premium of ¥ 22,500 (restricted to 10% of ¥ 2,00,000, being the sum
assured, as the policy is taken after 31.3.2012) 20,000

CA Bhanwar Borana
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rom Gr:
Particulars 0ss Total Income
Deduction under section 80D
premium for health insurance for self ang pis wir. . 26,000
. i ) 1S wife paid b ’
allowed upto T 50,000 since Mr, Deepak is a senjor citizen y cheque,
Deduction under section 80E
6,500
[nterest on loan taken from bank for MBA course pursued by his
Daughter
. . [,l,{,/‘_
Deduction under section 80G
Donation to an approved institution for promoting family planni ;
allowed since the amount exceeding ¥ 2,000 is nmama ommm AN S
Deduction under section 80TTB
:.:n_.mmﬁ on fixed m.nﬁo% ,.55 .cmsw allowable as deduction uptoZ50,000, S
since Mr. Deepak is a senior citizen
1,02,500
Total Income 5,62,500
ocom:os 24
Mr. X is a resident individual. He deposits a sum of ¥ 50,000 with Life Insurance Corporation
every year for the maintenance of his disabled grandfather who is wholly dependent upon
him. The disability is one which comes under the Persons with Disabilities (Equal
Opportunities, Protection of Rights and Full Participation) Act, 1995. A copy of the certificate
from the medical authority is submitted. Compute the amount of deduction available under
section 80DD for the A.Y. 2024-25. Assuming that he has exercised the option of shifting
out of the default tax regime provided u/s 115BAC(1A):
What will be the deduction if Mr. X had made this deposit for his dependant father? [SM Q.]
Answer 24
Since the amount deposited by Mr. X was for his grandfather, he will not ,c.m allowed any deduction
under section 80DD. The deduction is available if the individual assessee incurs any expense @ a
“dependant” disabled person. Grandfather does not come within the meaning of “dependant” as
defined under section 80DD. il i
. ; . Mr. X will be entitled to claim a
If the expense was incurred for a dependant disabled nnmmm: ¢ deposited. In case his father |
deduction of 75,000 under section 80DD, irrespective of the amoun p
has severe disability, the deduction would be ¥ 1,25,000. _
Question 25 |
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31.3.2024:

Y Ltd. furnishes you the following information for the year ended

B

Particulars




100

T T

Profit of the business of Unit A ||’Il/mm.
Export turnover of Unit A l|l,/lfw|oj
Total turnover of Unit B located in Domestic Tariff Area (DTA) L
Profit of the business of Unit B L

er section 10AA for the AY. 2024-25, assuming that Y |tq.

deduction und
i op SEZ and DTA in the year 2019-20.

commenced operations in

D:nmgo: 26
Rudra Ltd. has one unit at Special ]
Area (DTA). The company provides the followin

Economic Zone (SEZ) and other unit at Domestic Tariff
g details for the previous year 2023-24.

) | unitinDTAR)

Total Sales 2,00,00,000
Export Sales 4,60,00,000 1,60,00,000
Net Profit 80,00,000 20,00,000

Calculate the eligible deduction under section 10AA of the Income-tax Act, 1961, for the
Assessment Year 2024-25, in the following situations:
(i) If both the units were set up and start manufacturing from 22-05-2015.

If both the units were set up and start manufacturing from 14-05-2019.

o:mmzo: 27

Mr. Ramesh furnishes the following particulars for the previous year 2023-24 in respect of
an industrial undertaking established in "Special Economic Zone" in March 2018. It began
manufacturing in April 2018.

Particulars S SlEEIRCE - ; i T
Total sales . 85,00,000
Export sales [proceeds received in India] 45,00,000
Domestic sales 40,00,000
Profit from the above undertaking 20,00,000

Export mm_mm of _u..<. of 2023-24 include freight and insurance of ¥ 5 lacs for delivery of
nooaw outside India. Compute the amount of deduction available to Mr. Ramesh under
section 10AA for A.Y. 2024-25. [MTP Q.]

Answer 27
Computation of deduction under section 10AA for A.Y. 2024-25

Since A.Y. 2024-25 is the 6th assessment year from A.Y. 2019-20, relevant to the. previous year 2018-
\\n. .m_% “?\%}Sm .ww.m Ew: umwww, mantfacturing of articles or things, it shall be eligible for deduction
0 % of the profits derived from export of such articles or thi i ditions
specified in section 1044 are fulfilled. r things, assuming all the cond!

Export turnover of Unitin SEZ x 50%
Total Turnover of Unitin SEZ

=Profit of Unitin SEZ x

CA Bhanwar Borand
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40,00,000
=20,00,000 x ——x50%=
£0.00.000 50%=5,00,000
Waorking Note:
Export Turnover :
Sale proceeds received in India
. . 45,00,000
Less: Freight and insurance for delivery of i i -
a6 ry of goods outside India to be excluded from
5,00,000
40,00,000
Total turnover
85,00,000
Less: Freight and insurance not includible [Since frei i
ght and insu 5
mxn_mana from export turnover, the same has to be excluded moa_,w._mm_ :ﬁww_wwﬂ e
also].
80,00,000
Question 28

M/s Wm?mmq_ a m_.onzm”o_.mzu has two units namely, Unit X and Unit Y. Unit X located in
Special Economic Zone and Unit Y in Domestic Tariff Area (DTA). The following are the
details for the financial year 2023-24:

Particulars Unit Y M/s Rajveer
@ o |
Total sales 50,00,000| 85,00,000 |

28,00,000/  55,00,000
12,00,000|  30,00,000
4,00,000 10,00,000

Export sales
Domestic sales
Net Profit

Total Sales of F.Y. 2023-24 include freight of ¥ 5 lacs for delivery of goods outside India with

respect to Unit X.
Both the units were set up and started manufacturing from 20.6.2020. Compute the amount
tion 10AA for the AY. 2024-25.

of deduction available to M/s Rajveer under sec
[RTP Nov-21 Q]

Answer 28
Computation of deduction under section 10AA for A.Y, 2024-25 .

Since A.Y. 2024-25 is the 4™ assessment year from A.Y. uou_lwm.. relevant to the previous ﬁpﬂ WMM%_._
21, in which the SEZ unit began manufacturing of articles o things or provide Wﬁwﬂr_“woﬁ .
be eligible for deduction of 100% of the profits derived from export of w_.m,nﬂ._m___.mm s

services, assuming all the other conditions specified in section 10AA are fu J

Export turnover of Uniti
Total Turnover of Unitin SEZ

nSEZ x 100%

=Profit of Unitin SEZ x
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Chapter 10: Deductions from Gross Total Income

22,00,000 , . 00; = 4.40,000
30,00,000

Working Note:

=6,00,000 x

export sales and net profit of Unit X

Computation of total sales, N
TRPT & | MrsRajveer Unit Y (9 Unit X ()
®
Total sales 85,00,000 50,00,000 35.00,000
Export sales 55.00,000 28,00,000 27.00,000
Domestic sales 30,00,000 12,00,000 18,00,000
Net Profit 10,00,000 4,00,000 6,00,000
—
Export Turnover
Sale proceeds 27,00,000
Less: Freight not includible in export tunover 5,00,000
22,00,000
Total turnover 35.00.000
Less: Freight not includible [Since freight has been excluded from export 5,00,000
turnover, the same has to be excluded from total turnover also].
30,00,000

CA Bhanwar Borana

. Chapter 11: Advance Tax,

TDS and Introduction to TCS
CHAPTER

:nm Tax, Tax Deduction at [ |
d Introduction to Tax ‘— \—

Question 1

Mr. A, the employer, pays gross salary includin
amounting to T 7,30,000 to his General Manag
monetary perquisites to him whose value is estim
is exercising the option to shift out of the default
tax regime as per the normal provisions of the A
of Mr. A, the employer and General Manager, the employea?

g allowances and monetary perquisites
er. Besides, the employer provides non-
ated at ¥ 1,20,000. The General Manager
tax regime and pay tax under the optional
ct. What is the tax implication in the hands

[SM-Q]
D:mmzo: 2
Examine the TDS implications under section 194A in the cases mentioned hereunder—

(i) On 1.10.2023, Mr. Harish made a six-month fixed deposit of ¥ 10 lakh@9% p.a. with
ABC Co-operative Bank. The fixed deposit matures on 31.3.2023.

(i) On 4..m.womm. Mr. Ganesh made three nine months fixed deposits of ¥ 3 lakh each,
carrying interest@9% p.a. with Dwarka Branch, Janakpuri Branch and Rohini Branch of
XYZ Bank, a bank which has adopted CBS. The fixed deposits mature on 28.2.2024.

(iii) On 1.10.2023, Mr. Rajesh started a six months recurring deposit of ¥ 2,00,000 per
month@8% p.a. with PQR Bank. The recurring deposit matures on 31.3.2024.  [SM-Q]
Answer 2

(i) ABC Co-operative Bank has to deduct tax at source@10% on the interest of ¥ 43.000 (9% > 3 10
lakh x '4) under section 194A. The tax deductible at source under section 194A from such

interest is, therefore, ¥ 4,500.

(i) XYZ Bank has to deduct tax at source@10% ws 194A, since the aggregate interest on fixed
deposit with the three branches of the bank is ¥ 60.750 [3.00,000 3x9%x9 _u.. which
exceeds the threshold limit of ¥ 40,000. Since XYZ Bank has adopted CBS, the aggregate interest
credited/paid by all branches has to be considered. Since the aggregate interest of ¥ 60,750
exceeds the threshold limit of T 40,000, tax has to be deducted@10% ws 194A.

(iii) No tax has to be deducted under section 194A by PQR Bank on the interest of ¥ u/_.ooﬁ.u foliing
due on recurring deposit on 31.3.2024 to Mr. Rajesh, since such interest does not Eoetulls

threshold limit of ¥

D_._omzo: 3

ABC Ltd. makes the following payments to Mr. X, a contractor, for contract work during the

P.Y.2023-24—

20,000 on 1.5.2023

25,000 on 1.8.2023

28,000 on 1.12.2023

On 1.3.2024, a payment of ¥ 30,000 is due toMr. X on a

CA Bhanwap Borana
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is liable to deduct tax at source under section 194C from

Discuss whether ABC Ltd. [SM 3
payments made to Mr. X.
. {0 Mr. X does not exceed T 30,000. However,

) = ~ payments made
In this case, the individual coniac vmv/m_.w,___”:n the P.Y. 2023-24 exceeds ¥ 1,00,000 (on account of

since the aggregate usuoc%m %un__a .wzw ”g_q.» 2024, taking the total from 373,000 t0 ¥ _.ouboo.v, the TDS
the last payment of ¥ 30,000, du 4. Tax has to be deducted@1% on the entire amouny

sl section 194C would get attracte I )
vmoa, %.%ﬁwmﬁ“%woﬂ. MMZMMa of ¥ 30,000 and the balance of ¥ 28,970 (i.e., ¥ 30,000 - X 1,030)
o.u. \

has to be paid to Mr. X.

Dcmmzo: 4 .
Certain concessions are granted to transport operators in the context of cash payments u/s

40A(3) and deduction of tax at source u/s 194-C. Elucidate. [SMQ]

Answer ¢ i 3 vides for disallowance of expenditure incurred in respect of which payment or
manmMMMﬁwa%ﬁ“uﬂwzw n:._mam to a person in a day exceeds 7 10,000, and such payment om. payments
www made otherwise than by account payee cheque or mnnoE,: payee g:w draft or use of electronic
clearing system through bank account or through other prescribed electronic modes.

However, in case of payment made to transport Operators for plying, hiring or leasing goods
carriaces. the disallowance will be attracted only if the payment made to a person in a day exceeds T
35,000. Therefore, payment or aggregate of payments up 1o 7 35,000 in a day can be made to a
transport operator otherwise than by way of account payee cheque or .mnnoc_.: payee bank draft or use
of electronic system through bank account or through other prescribed electronic modes, without
attracting disallowance u/s 40A(3).

Under section 194C, tax had to be deducted in respect of payments made to contractors at the rate of
1%, in case the payment is made to individual or Hindu Undivided Family or at the rate of 2%, in any
other case.

However, no deduction is required to be made from any sum credited or paid or likely to be credited
or paid during the previous year to the account of a contractor, during the course of the business of
plying, hiring or leasing goods carriages, if the following conditions are fulfilled:-

(1) He owns ten or less goods carriages at any time during the previous year.
(2) He is engaged in the business of plying, hiring or leasing goods carriages;
(3) He has furnished a declaration to this effect along with his PAN.

ocmmmo: 5

.mxms_:m the applicability of the provisions for tax deduction at source under section 194DA
in the following cases -

(i) Mr.X, a a.mmn_m:_. is due to receive  4.50 lakhs on 31 .3.2024, towards maturity proceeds
of _.:.U uo,_ y taken on 1.4.2021, for which the sum assured is 4 lakhs and the annual
premium is ¥ 1,25,000.

(i) Mr. Y, a resident,
31.3.2012, for whi
26,100.

(iii) Mr. Z, a resident, is due to receive ¥ 95,000 on 1
LIC policy taken on 1.8.2017 for which the sum
premium was ¥ 10,000.

is due to receive ¥ 3.95 lakhs on 31.3.2024 on LIC policy taken on
ch the sum assured is ¥ 3.50 lakhs and the annual premium is ¥

8.2023 towards maturity proceeds of
assured is ¥ 90,000 and the annual
[sMQl
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Answer 5
(i) Since the annual E.Q:EB exceeds 10% of .
31.3.2012, the maturity proceeds of ¢ a.mw_ _o Sum assured in respect of a policy taken after
10(10D) in the hands of Mr, X Therefo :
[94DA on the amoutt of incore By . quired to be deducted@?5% under section

. erein i.e., on ¥ 75, i ,
proceeds - ¥ 3,75,000, being the aggregate amount of insurance vqmmhwa_MMwoo. S
(i) Since the annual premium is less than 20% of sum a o

ssured in respect of a policy taken bef
__b_wo_w the sum o_.w. 3.95 EA_; due to Mr. Y would be exempt under mmnmo_._ wchoa%v mm n_””M
hands. Hence, no tax is required to be deducted at source under section 194D,
payable to Mr. Y. n A on such sum

e pro.w_m: the anual premium exceeds 10% of sum assured in respect of a policy taken after
31.3.2012, and ooammncn::«, the maturity proceeds of 7 95,000 due on 1.8.2023 would b
exempt under section 10(10D) in the hands of e

. Mr. Z, the tax deduction provisi 1
194DA are not attracted since the maturity proceeds are less than 7 | ,m_&v o undersection
Question 6

Moon TV, a television channel, made payment of ¥ 50 lakhs i

v, , : to a production house for
n_.onE.Q_o: of programme *o_.wm_momw::@ as per the specifications given by the channel. The
copyright of Em programme is also transferred to Moon TV. Would such payment be liable
for tax deduction at source under section 194C? Discuss.

Also, mxma_:.m whether the provisions of tax deduction at source under section 194C would
be attracted if the payment was made by Moon TV for acquisition of telecasting rights of the
content already produced by the production house. [SMQ.]

Answer 6

» TDS and Introduction to TCS

In this case, since the programme is produced by the production house as per the specifications given
by Moon TV, a television channel, and the copyright is also transferred to the television channel, the
same falls within the scope of definition of the term ‘work’ under section 194C. Therefore, the
payment of T 50 lakhs made by Moon TV to the production house would be subject to tax deduction
at source under section 194C.

If, however, the payment was made by Moon TV for acquisition of telecasting rights of the content
already produced by the production house, there is no contract for “’carrying out any work™, as
required in section 194C(1). Therefore, such payment would not be liable for tax deduction at source
under section 194C.

Dammzoz 7

Mr. X sold his house property in Bangalore as well as his rural agricultural land for a
consideration of # 60 lakh and % 15 lakh, respectively, to Mr. Y on 1.8.2023. He has
purchased the house property and the land in the year mo.mm for ¥ 40 _m_.s and ¥ 10 lakh,
respectively. The stamp duty value on the date of transfer, i.e., A.m.m.omm_ is T mm.ﬂm_% and 3
20 lakh for the house property and rural agricultural _m..a. q,mmumﬂzwz. mx,msam the tax
implications in the hands of Mr. X and Mr. Y and the TDS implications, if any, in the _pm:_sam of
Mr. Y, assuming that both Mr. X and Mr. Y are resident Indians. [smaj

Dcom:o: 8

nth to Mr. Y from June, 2023 for

" on e 0
Mr. X, a salaried individual, pays rent of % 55,000 per monih 16 Mr. & PN TR Lo

immovable property. Is he required to deduct tax at sourc
deduct Sx\.vub_ww. nw_juc”m 5% amount of tax to be deducted at source- -
Would your answer change if Mr. X vacated the _Ema.mmm on wﬁn _Vu%nmacmr womwm._s MO_
What would be your answer if Mr. Y does not provide his PAN to Mr. X

Answer g

ﬁ.‘A mrﬂﬂ—s\n:a mn:..ﬂ:h
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Answer 9

Advance Tax,
Since Mr. X pays rent exceeding 350,
source (@35% of such rent for
10] has to be deducted from re
1f Mr. X vacated the premises in Decembe
deducted from rent payable for December,

In case Mr. Y does not pro

In case 1 above, this wo
restricted to ¥ 55,000, being rent

In case 2 above, this W
restricted to ¥ 55,000, being rent fo

Dcmmmo: 9
XYZ Ltd. makes a payment of T 28,00
professional services and m:o&.m_. payme
fees for technical services. Discuss wh

attracted.

TDS provisions under section 194] w
for fees for professional services and fees fo
no other payment to Mr. Ganesh towards fee:

during the P.Y.2023-24.

o:mmmoz 10

Examine whether TDS provisions would be attracted in the following cases, and if so, under
which section. Also specify the rate of TDS applicable in each case. Assume that all

payments are made to residents.

TDS and Introduction to
000 per month
F.Y. 2023-24 under sectl
nt payable for March, 2

vide his PAN to Mr. X, tax

ould amount to ¥ 1,10,
for March, 2024.

ould amount to ¥ 77,000 [Z 55,000 x 20% x 7], but the same has to be

r December, 2023.

T

ion 194-1B. Thus, 4
024.

r. 2023, then tax of T 19,
2023,

in the F.Y. 2023-24, he is liable to deduct (ay o

27,500 [ 55,000 x 5%

250 [% 55,000 x 5% x 7] has to be

would be deductible@20%, instead of 5%,
000 [Z 55,000 x 20% x 10], but the same has to b

0 to Mr. Ganesh on 2.8.2023 towards fees for
nt of 25,000 to him on the same date towards
ether TDS provisions under section 194J are

[SmaQ]

«ould not get attracted, since the limit of T 30,000 is applicable
I technical services, separately. It is assumed that there is
s for professional services and fees for technical services

[SMQ]

residential house

=
1 |Mr. Ganesh, an individual|Contract Payment for repair % 5 lakhs
carrying on retail business|of residential house
with turnover of ¥ 2.5 crores -
in the P.Y 2022.23 Payment of commission to 780,000
Mr.  Vallish for business
purposes
2. |Mr. Rajesh, a wholesale|Contract Payment for|T 20 lakhs in January,
trader whose turnover was reconstruction of residential| 2024, ¥ 15 lakhs in
% 95 lakhs in P.Y. 2022-23. :o_.mmm (made during the|Feb 2024 and ¥ 20
period January- March, 2024) |lakhs in March 2024.
3. Rm .Qmm_&m:. a salaried Payment of brokerage for 7 51 lakhs
ividua buying a residential house in
March, 2024
4. |Mr. j i
r. Dheeraj, a pensioner Contract  payment made % 48 lakhs
during October-November
F 2023 for reconstruction of
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Particulars of
the payer

Chapter 11- Advance Tax

-
Nature of

payment

1 Mr. Ganesh, an
individual

{.f carrying on retail
business with
turnover of T 2.5
crores in the
P.Y.2022-23

]
Contract Payment
for Repair of
residential house

Payment of
commission to
Mr. Vallish for
business purposes

Aggregate of
payments in the
F.Y.2023-24

7 5 lakhs

R e S ot

» TDS and Introduction to TCS

—

—

Whether TDS provisions are | |
aftracted? .

No; TDS under section 194C is
not attracted since The payment is
for .vm_.mo_._m_ purpose. TDS under
section 194M is not attracted as
aggregate of contract payment to
the payee in the P.Y.2023-24 does
not exceed ¥ 50 lakh.

% 80,000

Yes, w/s 194H, since the payment
exceeds T 15,000, and Mr.

Ganesh’s turnover exceeds % |
crore in the P.Y.2022-23.

2. |Mr. Rajesh, a
wholesale trader
whose turnover

; was ¥ 95 lakhs in
P.Y.2022-23

Contract Payment
for reconstruction
of residential
house

T 55 lakhs

Yes, ws 194M, since the
Aggregate of payments (i.e., ¥ 55
lakhs) exceed ¥ 50 lakhs. Since,
his turnover does not exceed 1
crore in the P.Y.2022-23, TDS
provisions under section 194C are
not attracted in respect of
payments made in the P.Y.2023-
24,

3. |Mr. Satish, a
salaried
individual

Payment of
brokerage for
buying a
residential house

¥ 51 lakhs

Yes, ws 194M, since the payment
of ¥ 51 lakhs made in March 2024
exceeds the threshold of ¥ 30
lakhs. Since Mr. Satish is a

salaried individual, the provisions
of section 194H are not applicable
in this case.

T 48 lakhs

4. |Mr. Dheeraj, a Contract payment
pensioner for reconstruction
of residential
house
D:mm:o_.. 11

Mr. Sharma, a resident Indian aged 77 yea
UP State Government. The same is cred
Branch. In addition, he gets interest@8% ©
Out of the deposit of 20 lakh, ¥ 2 lakh repré
1.4.2023. Interest on savings bank credite

is ¥ 9,500.

CA Bhanwar Borana

TDS provisions under section
194C are not attracted since Mr.
Dheeraj is a pensioner. TDS
provisions under section 194M
are also not Applicable in this
case, since the payment of T 48
lakhs does not exceed the
threshold of ¥ 50 lakhs.

[ i

ts pension of ¥ 52,000 per month from the
n,_w—_mwms n:mm savings account in SBI, r.co_sos
n fixed deposit of T 20 lakh with the said .Umsw.
sents five year term deposit made by him on
d to his SBI savings account for the P.Y.2023-24




CnspRis >w.¢w=awHmu.wﬂum,,mw.m,_:@:&wﬁw_ﬂgmmﬂm ,S.x ___mc___a\ of Mr. Sharma for the
(1) From the above facts, compute the %Wﬂo_mmma T ption of shifting out of the default tay

i has
AY. 2024-25, assuming Emﬂ he
regime provided under section :mm>0:2 I
(1) What would be the amount of tax amaca_c_mﬁmﬂm g
is a specified bank? Is Mr. Sharma required to

d? Examine.
i i has been fully deducte |
if tax deductible at source ha frerent if the fixed deposit of ¥ 20 lakh was with Canara

I, assuming that the same
f income for A.Y.2024-25

be di
2) Would your answer to Q2 o e? [SM Q.
R Bank instead of SBI, other facts remaining the sam ]
Answer 11 r ALY.2024-25
(1) Computation of total — , ,4.J
[ Salaries —— 6.24,000
jon ( 52.000x 12
Parr L 50,000
Less: Standard deduction ws 16(ia) =
5,74,000
II Income from Other Sources 1,60,000
Interest on fixed deposit (X 20 lakh x 8%)
9,500 1,69,500
Interest on savings account s
Gross total income 7,43,500
Less: Deductions under Chapter VI-A
Under Section 80C
Five year term deposit (% 2 lakh, restricted to ¥ 1.5 lakh) 1,50,000
Under section 80TTB
Interest on fixed deposit and savings account, restricted to
wm%%o. since Mr. Sharma is a resident Indian of the age of 77 50,000 2,00,000
Total Income 5,43,500
Computation of tax liability for A.Y.2024-25
Tax payable [Z 43,500 x 20% + ¥ 10,000] 18,700
Add: Health and Education Cess@4% 748
Tax liabili —
e Habilily 19,448
Tax liability (rounded off) —
19,450

()] mmh.. being a specified _umcr. is required to deduct tax at source w/s 194P (after considering the
tax, if any, deducted on pension w's 192) and remit the same to the Central Government. In such a
case, Mr. Sharma would not be required to file his return of income w's 139.

(3) :nﬂwmowma %mam: of ¥ 20 lakh is with a bank other than SBI, which is the bank where his
wmumm _mH cre ___ﬂP then, Mr. Sharma would not qualify as a “specified senior citizen”.
o ma%mcﬂo h_ﬁm ,‘”_ _nr,mwh_sm_.._a not be liable to deduct tax under section 194P. In this case, Mr.

have to file his return of income ws 139, since his total income (without giving
effect to deduction under Chapter VI-A) exceeds the basic nonE“w:ﬂw:“:ooEm Tl

I in thi e
RMN =cwunn_wﬂm :NMH E_M case, TDS provisions ws 192 would, in any case, be attracted in respect O
: er, Canara Bank would, be liable to deduct tax(@10% under section 194-A 0D
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interest on fixed deposit, since the same exceeds 7 50,000 Introduction to TCS
D:mwnmoz 12
Mr. Gupta, a resident Indian, is in retail business and i

nd h
crores. He regularly _uz_.njmmwm goods from another awmwmﬁam_umw mw_.:m.m,_x.mowm-m_m was ¥ 12
the aggregate payments during the F..2023-24 was < 95 Iakh (2 20 fakn on 162023, % 25
jakh on 1282023, 2 22 lakh on 23.11,2023 and ¥ 28 lakih on 25.3.2024). Assume tr {ibe
said amounts were credited to Mr. Agarwal's account in the books of Mr. Guot. i
date. Mr. Agarwal's turnover for F.Y.2022-23 was 7 15 crores . Gupta on the same

1) Based on the above facts, examin e .
(1) B et 1961, & the TDS/TCS implications, if any, under the Income-

(2) Would your answer be different if Mr. Gupta's
all other facts remaining the same? Pla’s tumover for F.Y.2022-23 was 2 8 crores,

3) Would your answer to (1) and (2) change, i .
3 seller, as required? (@) ge, if PAN has not been furnished by the w%m\._mmnmq

Answer 12

(1) Since Mr. Gupta’s turnover for F.Y.2022-23 exceeds 10 crores, and payments made by him to
Mr. Agarwal, a resident seller exceed ¥ 50 lakhs in the P.Y.2023-2 e I
20.1% of T 45 lakhs (bei ! in the P.Y.2 23-24, he is liable to deduct
tax@0.1% o s (being the sum exceeding ¥ 50 lakhs) in the following manner —
No tax is to be %a:ﬁma w/s _f.O on the payments made on 1.6.2023 and 12.8.2023, since the
aggregate v.mvs._m_.:w till that date i.e. 45 lakhs, has not exceeded the threshold of Z 30 lakhs. Tax
of T 1,700 (i.e., 0.1% of ¥ 17 lakhs) has to vn.a&:ﬂ& ws 194Q from the payment/ credit of ¥ 22
lakh on 23.11.2023 [¥ 22 lakh - 5 lakhs, being the balance unexhausted threshold limit].
Tax of ¥ 2,800 (i.e., 0.1% of T 28 lakhs) has to be deducted w/s 194Q from the payment/ credit of
T 28 lakhs on 25.3.2024. .
Note — In this case, since both section 194Q and 206C(1H) applies, tax has to be deducted w/s
194Q.
(2) If Mr. Gupta’s turnover for the F.Y.2022-23 was only % 8 crores, TDS provisions under section
194Q would not be attracted. However, TCS provisions under section 206C(1H) would be
attracted in the hands of Mr. Agarwal, since his turnover exceeds ¥ 10 crores in the F.Y.2022-23
and his receipts from Mr. Gupta exceed T 50 lakhs.
No tax is to be collected ws 206C(1H) on 1.6.2023 and 12.8.2023, since the aggregate receipts
till that date i.e. 45 lakhs, has not exceeded the threshold of T 50 lakhs.
Tax of ¥ 1,700 (i.e., 0.1% of ¥ 17 lakhs) has to be collected ws 206C(1H) on 23.11.2023 (T 22
lakh — 5 lakhs, being the balance unexhausted threshold limit).
Tax of ¥ 2,800 (i.e., 0.1% of ¥ 28 lakhs) has to be collected ws 206C(1H) on 25.3.2024.
In case (1), if PAN is not furnished by Mr. Agarwal to Mr. Gupta, then, Mr. Gupta has to deduct
tax@>5%, instead of 0.1%. Accordingly. tax of ¥ 85,000 (i.e., 3% of ¥ 17 lakhs) and «.ﬁ.ﬂo.ooo
(5% of T 28 lakhs) has to be deducted by Mr. Gupta ws 194Q on 23.11.2023 and 25.3.2024,
respectively.
In case (2), if PAN is not furnished by Mr. Gupta to Mr.
collect tax@1% instead of 0.1%. Accordingly, tax of ¥ 17,000
28,000 (1% of T 28 lakhs) has to be collected by Mr. Agarwal w's
25.3.2024, respectively.

3

~—

Agarwal, then, Mr. Agarwal has to
(i.e., 1% of T 17 lakhs) and ¥
206C(1H) on 23.11.2023 and

Qcmmzo: 13

An amount of Z 40,000 was paid to Mr. X on
without deduction of tax at source. Subsequen

1.7.2023 towards fees for professional services
tly, another payment of ¥ 50,000 was due to

169
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5 321.)%:8...%..._.9..‘ . h tax@10% (amounting 107 9,000) on the entire amount of ¢ g . T Chapter 11: Advance Tax, TDS and .

Mr. X on 28.2.2024, :oﬂs:_n qmz.___m tax of T 9,000 was deposited only on 2262024 Ltd. during the financial year 2023-24 45 per the provisi . e ———
90,000 was deducted. However, 0 201(1A). SM G« visions of the Income-tax Act, 1961
Compute the interest chargeable under section 201(1A) [SMm Q) 3 _mw _s il :

Date h
wer 13 Sr. No.
i . 301(1A) would be computed as follows — y Nature of Payment
Interest under section 201(14) would be P () [1-10-2023  |Payment of Z 2,00,000 1o M
T e e Parth ulars ¥ e £ carriages ﬁr_.o_._o_._og Smou«mm_oﬂ_mmu\z.mnmomﬁwm_‘ e
e e ) s to this effect alonqwith h ear and furnishes a declaration
. W
1% on tax deductible but not deducted ie, 1% on3 4,000 for 8 months 320 i)y |1-11-2023 P gwith his PAN.
== ayment of f i :
codie WA for 4 months ee for techn
2% on tax deducted but not deposited i.¢. 1'4% on % 9,000 for 540 20,000 to Mr. Shyam ss%m_ :mmmhud_mmw%h SSRGS
860 30-06-2023 |Payme .
012004 yment of X 25,000 to M/s X Ltd. for repair of building.
. -01- Payment of 7 2,00,000
100,000 m s
Question 14 . g ) according to specificatio mam to Mr. A for purchase of diaries made
Ashwin doing manufacture and wholesale trade furnishes you the following information: supplied for such i :mm:.hm %s M/s S Ltd. However, no material was
- o i I
Total turnover for the financial year [SM Q] (v) [01-01-2024 |Pa r. Aby M/s S Ltd or its assaciates.
inlaalislasiiees ol =y A <:.5.& 0f%2,30,000 made to Mr. Bharat for compulsory
5L Rt Gt SRR ALY s cquisition of his house as per law of the State Government
2022-23 ,05,00,000 i -02- - ’
(vi) |01-02-2024  |Payment of commission of Z 14,000 to Mr. Y.
2023-24 95,00,000 L Answer 15
Examine whether tax deduction at source provisions are attracted for the below said (i) No tax is required to be deducted at source under secti 7 ,
expenses incurred during the financial year 2023-24: transporter Mr. R, since he satisfies the mo:os:ﬂm Mmhmm_ﬁm“_m._fn by M/s S Ltd. on payment to
: ; = = (1) He ws.:m ten or less goods carriages at any time during the previous year.
Interest paid to UCO Bank on 15.8.2023 41,000 MMW Heis sngagec i the business of plym, hiring orleasing goods Camigpes
' He has furnished a declaration to this effect 2 /ith hi
Contract payment to Raj (2 contracts of Z 12,000 each) on 12.12.2023 24,000 . . = ISECERIG0E it s PAN
. 8 (ii) As per section 194J, liability to deduct tax is attracted only in case the payment made as fees for
Shop rent paid (one payee) on 21.1.2024 2.50,000 ﬁor:ﬁm_ services and royalty, individually, exceeds ¥ 30,000 during the financial year. In the
. . ' , since, the individual payments for fee of technical services i.e., T 25 salty
Commission paid to Balu on 15. BLVED, CAsE, SINCE t pay ical services i.e., T 25,000 and royalty ¥
p u 3.2024 7,000 20,000 is less than T 30,000 each, there is no liability to deduct tax at source. It is assumed that
Answer 14 no other payment towards fees for technical services and royalty were made during the year to
As the turnover of business carried on b i Mr. Shyam.
; y Ashwin for F.Y. 2022-23, h .
comply with the tax deduction provisions during the mzmmnmm,ﬁ mw Mxomammwaww_ 1 n:_wwﬁ he has _“o (iii) Provisions of section 194C are not attracted in this case, since the payment for repair of building
exemptions provided for under the relevant secti o -24, subject to, the on 30.06.2023 to M/s. X Ltd. is less than the threshold limit of ¥ 30,000.
J i ons for applicability of TDS provisions. "
nterest paid to UCO Bank (iv) According to section 194C, the definition of “work” does not include the manufacturing or
TDS under section 194A is not attracted i - supply of product according to the specification by customer in case the material is purchased
in respect of interest pai i i F
Contract payment of ¥ 24,000 to Raj for 2 contracts of ¥ _M“a to a banking company. from a person other than the customer or associate of such customer.
TDS provisions under section 194C would o : 00 each ._.:mwﬁ.oa. there is no liability to deduct tax at source in respect of payment of ¥ 2,00,000 to Mr.
exceed 7 30,000 in a single payment or M ; M wsz_n,& if the amount paid to a contractor does not A, since the contract is a contract for ‘sale’.
Therefore, TDS provisions under section 194C are momo ION aggregate during the financial year- (v) As per section 194LA, any person responsible for payment to a resident, any sum in the nature of
Shop Rent paid to one payee — Tax h otattracted in this case. compensation or consideration on account of no_s_u:_moq acquisition under any law, of any
rental payment exceeds 240,000, a5 10 be deducted@10% under section 194-1 as the annual immovable property, is responsible for %&_onoz of tax at source if such uwzams.ﬁ or the
Commission paid to Balu - No, ta |, aggregate amount of such payments to the resident during the financial year exceeds ¥ 2,50,000.
commission does not exceed ¥ |5 ﬁwoo as to be deducted under section 194H in this case as the In the given case, no liability to deduct tax at source is attracted as the payment made does not
o . ,000. exceed T 2,50,000.
uestion 15 . m . . s
o (vi) As per section 194H, tax is deductible at source if the amount of ooaﬂ_wm_o.n oﬂ—wﬁo%oqmm.n wn_%m
ompute the amount of tax deduction at source o h , aggregate of the amounts of commission or brokerage credited or paid during the financial year
n the following payments made by M/s. S exceeds ¥ 15,000. . N
r. Y does not exceed Z 15,000, the provisions of section

Since the commission payment made (o M
CA Bhanwar Borand F C
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194H are not attracted.
Gl s rovisions and TDS amount in the following cases:

Examine the applicability of TDS p

(a) Rent paid for hire of machinery by B

(b) Fee paid on 1.12.2023 6 Dr. Srivatsan b
on a member of the family.

(c) ABC and Co. Ltd. paid ¥ 19,000 to on

Ltd. to Mr. Raman ¥ 2,60,000 on 27.9.2023.
y Sundar (HUF) % 35,000 for surgery performeq

e of its Directors as sitting fees on 01-01-2024,
[Sma,)

Answer 16 ,
(a) Since the rent paid for hire of an_.:st by
provisions of section 194-1 for deduction of tax at s0 . "

. . ; der section 194-1 on rent paid for hire of

licable for deduction of tax at source un ; ! d

Hﬁ:ﬁ%amﬂmn?pm:. is 2%. assuming that Mr. Raman had furnished his permanent accoupg

number to B Ltd. )
Therefore, the amount of tax to be deducted at source: = ¥ 2,60,000 x 2% =% 5,200.

Note: In case Mr. Raman does not furnish his permanent account number to B Ltd., tax shal| be
deducted @ 20% on ¥ 2,60,000, by virtue of provisions of section 206AA.

(b) As per the provisions of section 194]. a Hindu Undivided Family is _.2:_..8& to deduct tax at
source on fees paid for professional services only if the total sales, gross Bom‘ﬁm or turnover form
the business or profession exceed ¥ 1 crore in case of business or ¥ 50 lakhs in case of profession,
as the case may be, in the financial year preceding the current financial year and such payment
made for professional services is not exclusively for the personal purpose of any member of
Hindu Undivided Family.

Section 194M, provides for deduction of tax at source by a HUF (which is not required to deduct
tax at source under section 194]) in respect of fees for professional service if such sum or
ageregate of such sum exceeds 50 lakhs during the financial year.

In the given case, the fees for professional service to Dr. Srivatsan is paid on 1.12.2023 for a
personal purpose, therefore, section 194J is not attracted. Section 194M would have been
attracted, if the payment or aggregate of payments exceeded ¥ 50 lakhs in the P.Y.2023-24.
However, since the payment does not exceed ¥ 50 lakh in this case, there is no liability to deduct
tax at source under section 194M also.

B. Ltd. to Mr. Raman exceeds T 2,40,000, the
urce are attracted.

(c

~—

Section 194 provides for deduction of tax at source @10% from any sum paid by way of any
H..nacuma:.on or fees or commission, by whatever name called, to a resident director, which is not
in the nature of salary on which tax is deductible under section 192. The threshold limit of ¥
30,000 upto which the provisions of tax deduction at source are not attracted in respect of every

M.EQ payment covered under section 194) is, however, not applicable in respect of sum paid to
Irector.

Therefore, tax@10% has to be deducted at source und i i [
s er section 194 m of ¥
19,000 paid by ABC Ltd. to its director. n 194] in respect of the su

Therefore, the amount of tax to be deducted at source: = 7 19,000 x 10% =¥ 1,900
D:mmzo: 17

Examine the applicabili

of . s
deduction in the followi ty of tax deduction at source provisions, the rate and amount of {2

ng cases for the financial year 2023-24:

(1) Payment made by a compan !
Yy to Mr. Ram, sub-col i e
balance of ¥ 1,20,000 shown in the books as on w\__mMmeMM A U

(2) Winning from horse race 7 1 ,90,000 paid to Mr.

Shyam, an Indian resident.
CA Bhanwar Borand
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(3) ¥ 2,00,000 paid to Mr. A, a regjgen indi “ﬁ:om Tax, TDS and Introduction to 1cs
. ivi

Pradesh on compulsory acquisition of his camﬂm__mzﬂg 22-02-2024 by the State of Uttar

r17 ) [SMQ]
(1) Provisions of tax deduction at source under sect;

~ section 194C .
company 8: a :m:v o.ozzmn._? cim_q Section 194C. s, mu.Mm Mzaﬁwn in R%mnfow payment by a
payment, whichever is earlier @ 19 i, case the paym eductble at the time of credit o

. ) ent is made to an individ
Since the aggregate amount credited or paid during the year is 7 i .cm_. .
on ¥ 4,20,000. year is 3 4,20,000, tax is deductible @ 1%
Tax to be deducted =3 4,20,000 x 1% =7 4 200
(2) Under section 194BB, tax is to be deducted at source.
10,000. The rate of deduction of tax at source is 30%
Hence, tax to be deducted =% 1,50,000 x 30% = 2 45,000

(3) As per wmnmo: 194LA, any person responsible for
compensation or consideration on account of ¢

immovable property, is required to deduct tax i
; L X at source, if such payment or the
of such payments to the resident during the financial year mxom&m W.w 50,000 e

In the given case, there is no liability to deduct tax at sourc

Answeé

, if the winnings from horse races exceed 2

payment to a resident, any sum in the nature of
ompulsory acquisition under any law, of any

¢ as the payment made to Mr. A does

not exceed ¥ 2,50,000.
o__mm:o: 18
Briefly discuss the provisions relating to payment of advance tax on income arising from
capital gains and casual income. [SM Q.]
Answer 18

The proviso to section 234C contains the provisions for payment of advance tax in case of capital
gains and casual income.

Advance tax is payable by an assessee on his/its total income, which includes capital gains and casual
income like income from lotteries, crossword puzzles, etc.

Since it is not possible for the assessee to estimate his capital gains, or income from lotteries etc., it
has been provided that if any such income arises after the due date for any instalment, then, the entire
amount of the tax payable (after considering tax deducted at source) on such capital gains or casual
income should be paid in the remaining instalments of advance tax, which are due.

Where no such instalment is due, the entire tax should be paid by 31st March of the relevant financial
year.

No interest liability on late payment would arise if the entire tax liability is so paid.

Note: In case of casual income the entire tax liability is fully aaznzzm at source @.,Ee\.u.c:aa_.
section 194B and 194BB. Therefore, advance tax liability would arise only if the surcharge, if any,
and health and education cess@4% in respect thereof, along with tax liability in respect of other
income, if any, is ¥ 10,000 or more.

D_._omzo: 19

Mr. Jay having total income of  8,70,000, aﬁnownmﬁﬂk@ms_

year 2023-24. He wishes to pay the whole of the tax, 21 ; A

return in the month of July, umoumé What is total tax which _smm._mw w%wpwomwwwww w”mﬂ”mﬁ_ﬂw

assessment tax along with interest, if he files the return on 23.0/. f [sMQ)

does not exercise the option under section 115BAC.
Answer 19

dvance tax during the previous
th interest if any, on filing the

7 10,000 or
tion 234B

o the advance tax payable is

case, wher ce |
charged with interest under sec

may be

Obligation to pay advance tax arises in every
more. As a consequence of such failure, assessee

CA Bhanwar Borana
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and 234C. . ,
amount of advance tax during the previous year

In the given case, since Mr. Jay did not deposit any e 1
he will need to pay the total tax due on his income along with interest for default in paymen op

advance tax [under section 234B] and interest for deferment of advance tax [under section 234()
before filing of his return.

Total tax due on returned income of T 8,7
cess(@4%]

Interest under section 234B

n 234B is attracted - a) When the mmm.mmwno,
) Where the advance tax paid by

0,000 is T 89,960 [(20% of ¥ 3,70,000 + ¥ 12,500) +

: who is liable to pay advance tax
menﬁm”c:mqu mm:nwmﬁ”.wﬁ b the assessee is less than 90% of _”_ww
assessed tax.

Since, Mr. Jay did not pay any amount as advance tax, Eﬁamn under man.:o: mwh:.w at 1% per month
or part of the month will be Jevied beginning from Ist April of the following year 1.c., 01.04.2024 i)
the time he deposits the whole tax under self- assessment.

Interest will be levied on tax liability of ¥ 89,900 (rounded off to nearest hundred, ignoring fraction)

at 1% for four months i.e., from Ist April to 29th July.
The interest under section 234B amount to ¥ 3,596

Interest under section 234C

Assessees, other than assessees who declare profits and gain
44AD(1) or section 44ADA(1), are liable to pay advance tax in 4 installments during the previous
year. Section 234C is attracted, if the actual installment paid by the assessee is the less than the
amount required to be paid by him on such instalments. The interest shall be calculated at 1% per
month or part of the month for short payment or non-payment of each instalment.

In the given scenario, since Mr. Jay, did not deposit any amount as advance tax, the interest under

section 234C is calculated as under —

s in accordance with provision of section

4_..0 e Specil - | Interest @
, 1%
15th June 2023 wr months ‘ 402
15th September 2023 3 months 1,212
15th December 2023 3 months 2,022
15th March 2024 1 month .mg
Total interest under section 234C IM,MNmL

Mr. Jay needs to pay T 98,0 i i .
odp pay T 98,091 as total of tax and interest on or before filing of return in the month of

D:om:o: 20

Exami i implications i
mmw::hﬁom.%“nn_ﬂm nuwaﬁwm M.MUM_MMANM@QS the following cases along with reasons thereof.
furnished to the respective deductors. idents and having a PAN which they have duly
(i) Mr. Kunal i

) al received a sum of 7 10,20,000 on 28.02.2024 as pre-mature withdrawal from

Employees Provident Fund S
loye cheme b i i
termination of employment due to m__-:mwﬂ._w =eiEReecsTats A accourt

ii) Indi i i
w rﬂm“mnmﬂmmxwwho%wmu mmaommm bursed a loan of % 12 crores to B Ltd, on 31-12-2023. B
VUL as service fee to Indian Bank for _U_..Oommm_sm the loan

CA Bhanwar Borand

& Chapter 11:
application. “ Advance Tax,
(iif) Mr. Agam, working in a private company. |

2023 to February, 2024 1'Pany, is on deputatio
o 4o Monte, iln . £ e 25 T o rr 1135 o
relevant month. 00,000. Rent is paid by i 2,000 for

TDS and Introduction to TCS

answer 20
TDS implications

(i) On pre-mature withdrawal from EPF

No tax is deductible under section 1924 eyen though the employee, Mr. Kunal
. Mr. Kunal, has not

completed 5 years of continuous service. s -

: » SInce terminatio :

ill-health. Hence, Rule 8 of Part A of the Fourth Schedule _M. mwwﬂwﬂ_wﬁmﬁ 1s on account of his
is case.

(ii) On payment of service fee to bank

Even though service fee is included in the definition of *;

deductible at source under section 194A._ s; _ Interest” under section 2(28A), no tax i
: , since th dctnag . * 15
Indian Bank. € service fee is paid to a banking company, i.e.,

(iii) On payment of rent by a salaried individual

Mr. Agam, a salaried individual, is not liable t

: 1 0 deduct tax at source @5% -
1,60,000 (being rent for 5 months ma.a October 2023 to February 2024) wm\a Hmnzﬁ\wa_ Mw Mwumo_odcw |
payable on Ist day of every month, since the monthly rent does not exceed Z 50,000 .

O=mmn_c: 21
Determine the advance tax payable by Mr. Deepak with their due dates for the assessment
year 2024-25. _”g._.v Q “_
[ :
bt Amount (%)
Total estimated tax payable 5.50.000
TDS (deductible but not deducted) 70,000
TCS (collected) 20,000
Answer 21
Computation of Advance Tax Payable for the A.Y 2024-25
(4
5,50,000
Less: TDS (deductible but not deducted), cannot be reduced for computing advance Nil
tax liability
Less: TCS RO
Net Tax Payable i

Due dates for payment of advance tax
Amount payable

779,500
[15% of % 5,30,000]

| s%orSAPM

21,59,000
K4 2,38,500 (45% of ¥5,30,000) less 79,500,
(amount paid in carlier installment)]

Due date of installment

On or before 15th June, 2023

On or before 15th September, 2023

€
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—— e T 1,59,000 I
X 397,500 (75% of T 530,000) Less
7 238,500 (amount paid in earlier installmeny -
installments)]

On or before 15th December, 2023

¥ 1,32,500,
¥ 5,30,000 (whole amount of advance tax liability

less T 397,500 (amount paid in earlier installment
installments)]

On or before 15th March, 2024

O:mmzoz = llowi s along with reasons th
. . AT i se ereof
& explain the TDS implications in the following ca / 3
Mwwpﬂ_:%”m smw the deductees are residents and having a PAN which they have duly
furnished to the respective deductors. e i
) . tember owards maturit
 Sarla received a sum of ¥ 95,000 on 30th _wmu y

. w;MEmﬂw of LIC taken on 1st October 2017 for which sum assured was ¥ 80,000 and
annual premium was ¥ 10,000.

(i) Mr. Rohit transferred a residential house property to Mr. Arun for ¥ 45 lacs. The stamp
duty value of such property is ¥ 55 lacs.

(iii) Akash (P) Limited pays the following amounts to Mr. Santosh during previous year 2023-
24:

(a) ¥ 22,000 towards fee for professional services
(b) ¥ 18,000 towards royalty.

(iv) Payment of ¥ 1,75,000 made to Mr. Ankit for purchase of bag according to specifications
of M/s. Packaging Limited. However, no material was supplied for such bag by
Packaging Limited or its associates to Mr. Ankit.

(v) ABC Private Limited pays ¥ 12,000 to Ms. Deepika, its director, on 1.5.2023 towards
sitting fee which is not taxable u/s 192.

(vi) Rashi Limited is engaged by Jigar Limited for the sole purpose of business of operation
of call centre. On 18-03-2024, the total amount credited by Jigar Limited in the ledger

account of Rashi Limited is ¥ 70,000 regarding service charges of call centre. The
amount is paid through cheque on 28-03-2024 by Jigar Limited.

(vii)Ms. Mohit won a lucky draw prize of ¥ 21,000. The lucky draw was organized by M/s.
Maximus Retail Ltd. for its customer. [MTP Q.]

Answer 22

(i) On pavment a.. LIC maturity proceeds - The annual premium exceeds 10% of sum assured in
respect of a policy taken after 31.3.2012, and consequently, the maturity proceeds of ¥ 95,000
would not be exempt ws 10(10D) in the hands of Ms. Sarla. However, tax deduction provisions
w's 194-DA are not attracted since the maturity proceeds are less than m, 1 lakh.

(i) On pavment of sale consideration for urch i i
ayme ase of re -Si sale
consideration or SDV is ¥ 50 lakhs or e e

more, Mr, i i i ‘
194-1A, TDS is 1% of ¥ 55 lakhs. re, Mr. Arun is required to deduct tax at source WS

T on royalty of ¥ 18,000 paid to Mr. Santosh

, since the
exceed the independent threshold 2 30

000 specified

payment under each category does not

b

CA Bhanwar Borand
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thereunder. —

(iv) On_pa ment for ase_of bag accordip
definition of “work™ does not include the manufacturi
specilication by customer in case the materia| P tae oy ofip
customer or Its associate, being 4 Person related ¢ ¢ %:3:23 el
40A(2)(b). .

TDS and Introduction to TCS

to_specifications - Ag per section 194C, the

roduct according to the

o : person other than the
ustomer in such manner as defined u/s

pecifications, since it did not

supplied by any of its associ
ociates.
not a works contract.

(v) On _payment of sitting fees to the director -

.. ABC Private Limited i i
< . mited is
source @10% on sitting fees of T 12,000 paid t jts director, since the SMMHM_Q%_”w:mﬂ_%%ww“%m

ws 194] is not applicable in respect of fees paid to a director of a company
(vi) On_payment of call centre service charges - Since Rashi Limited i .
x . . H i
business of operation of call centre, Jigar Limited is required amﬂwwﬂpmmwsmmmna ou._z i
amount of ¥ 70,000 w/s 194J on 18.3.2024 j.e.. at v stk

the time of credit of call i
to the account of Rashi Limited, since the said f . centre service charges
28.3.2024, id date is carlier than the payment date i.e.,

(vii) On payment of prize winnings of ¥ 21,000 -Tax is deducti
M/s. Maximus Retail Ltd.., from the prize money of ¥ 2]
winnings exceed T 10,000.

ble @ 30% under section 194B by
;000 payable to the customer, since the

A Bhanwap Borana
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