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ILLUSTRATION 1

Mr. Anand is an Indian citizen and a member of the crew of a Singapore
bound Indian ship engaged in carriage of passengers in international traffic
departing from Chennai port on 6™ June, 2023. From the following details for
the P.Y. 2023-24, determine the residential status of Mr. Anand for
A.Y. 2024-25, assuming that his stay in India in the last 4 previous years
(preceding P.Y. 2023-24) is 400 days:

Particulars Date

Date entered into the Continuous Discharge Certificate in | 6" June, 2023
respect of joining the ship by Mr. Anand

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




ILLUSTRATION 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.



ILLUSTRATION 5

From the following particulars of income furnished by Mr. Anirudh pertaining to the
year ended 31.3.2024, compute the total income for the A.Y. 2024-25, if he is:

() Resident and ordinary resident;
(i)  Resident but not ordinarily resident;

(iii)  Non-resident

Particulars ¢

(a) | Short term capital gains on sale of shares of an Indian Company, 15,000
received in Germany




(b) | Dividend from a Japanese Company, received in Japan 10,000

(c) | Rent from property in London deposited in a bank in London, later | 75,000
on remitted to India through approved banking channels

(d) | Dividend from RP Ltd., an Indian Company 6,000

(e) | Agricultural income from land in Gujarat 25,000




ILLUSTRATION 8

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, assuming that he has exercised the option of shifting
out of the default tax regime provided under section T15BAC(1A)-

Particulars Amount (?)
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, 20,000
received in London
Dividend from British company received in London 5,000
Long term capital gains on sale of plant at Germany, 50% of gains 40,000
are received in India
Income earned from business in Germany which is controlled in 70,000
Delhi (¥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 50,000
London, 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
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 5,000
year

Income from agricultural land in Nepal, received there and then 18,000
brought to India




Income from profession in Kenya which was set up in India, received 5,000
there but spent in India

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 in Russia 20,000
Dividend from Reliance Petroleum Limited, an Indian Company 5,000

Agricultural income from a land in Rajasthan 15,000







ILLUSTRATION 8

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 House | House Il = House Ill
Municipal valuation p.a. ¢3,00,000 | ¥3,60,000  ¢3,30000
Fair rent p.a. €3,75,000  ¥2,75,000  ¢3,80,000
Standard rent p.a. ¢3,50,000 | ¥3,70,000 | ¥3,75,000
Date of completion/purchase 31.3.2000  31.3.2002 | 01.4.2016
Municipal taxes paid during the year 12% 8% 6%
Interest on money borrowed for repair of - ¢ 55,000
property during the current year
Interest for current year on money ¢ 1,75,000
borrowed in April, 2016 for purchase of
property

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.



ILLUSTRATION 9

Prem owns a house in Madras. During the previous year 2023-24, 2/3" portion of
the house was self-occupied and 1/3" portion was let out for residential purposes at
a rent of 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 assuming that he has exercised the option of shifting out of the default
tax regime provided under section T15BAC(1A).

What would be Prem’s income from house property under the default tax regime?



ILLUSTRATION 10
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 realise 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?






ILLUSTRATION 8

Mr. A converts his capital asset acquired for an amount of ¥ 50,000 in June, 2003 into
stock-in-trade in the month of November, 2022. The fair market value of the asset on
the date of conversion is ¢ 4,50,000. The stock-in-trade was sold for an amount of
£6,50,000 in the month of September, 2023. What will be the tax treatment?

Financial year Cost Inflation Index
2003-04 109
2022-23 i
2023-24 348




ILLUSTRATION 10

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 capital assets of unit 1 on 1.4.2023 is ¥ 30 lacs. Unit 1 was started
in the year 2005-06. The expenses incurred for this transfer were ¥ 28,000. His
Balance Sheet as on 31.3.2023 is as under:

Liabilities Total Assets Unit 1(3) Unit 2 (3) Total
(9 ()

Own Capital 15,00,000 | Building 12,00,000  2,00,000 14,00,000
Revaluation 3,00,000  Machinery 3,00,000 1,00,000 4,00,000
Reserve (for
building of unit 1)
Bank loan (70% for|  2,00,000 | Debtors 1,00,000 40,000 1,40,000
unit 1)
Trade creditors Other
(25% for unit 1) 1,50,000 | assets 1,50,000 60,000 2,10,000
Total 21,50,000 Total 17,50,000 4,00,000 21,50,000

Other information:

()  Revaluation reserve is created by revising upward the value of the building of Unit 1.

(i0)
(ii0)

Compute the capital gain for the assessment year 2024-25.

No individual value of any asset is considered in the transfer deed.

Other assets of Unit 1 include patents acquired on 1.7.2021 for ¥ 50,000 on
which no depreciation has been charged.




Mr. Mithun purchased 100 equity shares of M/s Goodmoney Co. Ltd. on 01-
04-2007 at rate of ¢ 1,000 per share in public issue of the company by
paying securities transaction tax.

Company allotted bonus shares in the ratio of 1:1 on 01.12.2022. He has also
received dividend of ¢ 10 per share on 01.05.2023.

He has sold all the shares on 01.10.2023 at the rate of ¢ 4,000 per share
through a recognized stock exchange and paid brokerage of 1% and
securities transaction tax of 0.02%.

Compute his total income and tax liability for A.Y. 2024-25 if Mr. Mithun
pays tax under default tax regime, assuming that he is having no income
other than given above. Fair market value of shares of M/s Goodmoney Co.
Ltd. on 31.1.2018 is ¥ 2,000.



Mrs. Yuvika bought a vacant land for ¥ 80 lakhs in May 2005. 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 2007-08.

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 T 700 lakhs and on 23-4-2015, Mrs. Yuvika received ¥ 20 lakhs as advance
in cash by executing an agreement. However, due to failure on part of
Mr. Johar, the said negotiation could not materialise and hence, the said
amount of advance was forfeited by Mrs. Yuvika.

Mrs. Yuvika, again entered into an agreement on 01.08.2023 for sale of this
house at ¥810 lakhs. She received ¥ 80 lakhs as advance by RTGS. The stamp
duty value on the date of agreement was ¢ 890 lakhs. The sale deed was
executed and registered on 14-1-2024 for the agreed consideration. However,
the State stamp valuation authority had revised the values, hence, the value
of property for stamp duty purposes was ¢ 900 lakhs. Mrs. Yuvika paid 1% as
brokerage on sale consideration received.

Subsequent to sale, Mrs. Yuvika made following acquisition/investments:



()  Acquired two residential houses at Delhi and Chandigarh for ¥ 130
lakhs and ¥ 50 lakhs, respectively, on 31.1.2024 and 15.5.2024

(i)  Acquired a residential house at UK for ¥ 180 lakhs on 23.3.2024.

(ii))  Subscribed to NHAI capital gains bond (approved under section 54EC)
for €50 lakhs on 29-3-2024 and for €40 lakhs on 12-5-2024.

Compute the income chargeable under the head 'Capital Gains' of
Mrs. Yuvika for A.Y.2024-25. The choice of exemption must be in the manner
most beneficial to the assessee.

Cost Inflation Index: F.Y. 2005-06 — 117; F.Y. 2007-08 — 129; F.Y. 2023-24 - 348.



Mr. Shiva purchased a house property on February 15, 1979 for € 3,24,000. In
addition, he has also paid stamp duty value @10% on the stamp duty value
of €3,50,000.

In April, 2008, Mr. Shiva entered into an agreement with Mr. Mohan for sale
of such property for ¥ 14,35,000 and received an amount of ¢ 1,11,000 as
advance. However, the sale consideration did not materialize and Mr. Shiva
forfeited the advance. In May 2015, he again entered into an agreement for
sale of said house for 20,25,000 to Ms. Deepshikha and received ¢ 1,51,000
as advance. However, as Ms. Deepshikha did not pay the balance amount, Mr.
Shiva forfeited the advance. In August, 2015, 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 ¥30,50,000 and received an amount of
¢ 1,50,000 as advance 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 ¢ 10,70,000. Further, the Valuation as per Stamp duty
Authority of such house on 15% November, 2023 was ¥ 39,00,000 and on 20"
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. 2008-09: 137; F.Y. 2015-16: 254, F.Y. 2023-24: 348



HEADS OF INCOME

UNIT -1 : SALARIES




Mr. Mohit is employed with XY Ltd. on a basic salary of ¥ 10,000 p.m. He is also
entitled to dearness allowance @ 100% of basic salary, 50% of which is included
in salary as per terms of employment. The company gives him house rent
allowance of ¥6,000 p.m. which was increased to ¢ 7,000 p.m. with effect from
01.01.2024. He also got an increment of ¥ 1,000 p.m. in his basic salary with
effect from 01.02.2024. Rent paid by him during the P.Y.2023-24 is as under:

April and May, 2023- Nil, as he stayed with his parents
June to October, 2023 - ¥6,000 p.m. for an accommodation in Ghaziabad

November, 2023 to March, 2024 - ¢ 8,000 p.m. for an accommodation in
Delhi

Compute his gross salary for A.Y.2024-25, assuming he exercises the option of
shifting out of the default tax regime provided under section 1T15BAC(1A).



Mr. Balaji, employed as Production Manager in Beta Ltd., furnishes you the
following information for the year ended 31.03.2024:

()  Basic salary upto 31.10.2023  ¥50,000 p.m.
Basic salary from 01.11.2023  ¥60,000 p.m.
Note - Salary is due and paid on the last day of every month.
(i)  Dearness allowance @ 40% of basic salary.

(iii) Bonus equal to one month salary. Paid in October 2023 on basic salary
plus dearness allowance applicable for that month.

(iv)  Contribution of employer to recognized provident fund account of the
employee@16% of basic salary.



(v)
(vi)

(vii)

(vit()

Professional tax paid ¥ 2,500 of which ¢ 2,000 was paid by the employer.

Facility of laptop and computer was provided to Balaji for both official
and personal use. Cost of laptop ¥ 45,000 and computer ¥ 35,000 were
acquired by the company on 01.12.2023.

Motor car owned by the employer (cubic capacity of engine exceeds 1.60
litres) provided to the employee from 01.11.2023 meant for both official
and personal use. Repair and running expenses of ¢ 45,000 from
01.11.2023 to 31.03.2024, were fully met by the employer. The motor car
was self-driven by the employee.

Leave travel concession given to employee, his wife and three children
(one daughter aged 7 and twin sons aged 3). Cost of air tickets (economy
class) reimbursed by the employer ¢ 30,000 for adults and
¢ 45,000 for three children. Balaji is eligible for availing exemption this
year to the extent it is permissible in law.

Compute the salary income chargeable to tax in the hands of Mr. Balaji for the
A.Y. 2024-25 assuming he exercises the option of shifting out of the default tax
regime provided under section T15BAC(1A).



Mr. Balaji, employed as Production Manager in Beta Ltd., furnishes you the
following information for the year ended 31.03.2024:

()  Basic salary upto 31.10.2023  ¥50,000 p.m.
Basic salary from 01.11.2023  ¥60,000 p.m.
Note - Salary is due and paid on the last day of every month.
(i)  Dearness allowance @ 40% of basic salary.

(ii)  Bonus equal to one month salary. Paid in October 2023 on basic salary
plus dearness allowance applicable for that month.

(iv) Contribution of employer to recognized provident fund account of the
employee@16% of basic salary.



(v)
(vi)

(vii)

(viii)

Professional tax paid ¢ 2,500 of which ¢ 2,000 was paid by the employer.

Facility of laptop and computer was provided to Balaji for both official
and personal use. Cost of laptop ¥ 45,000 and computer ¥ 35,000 were
acquired by the company on 01.12.2023.

Motor car owned by the employer (cubic capacity of engine exceeds 1.60
litres) provided to the employee from 01.11.2023 meant for both official
and personal use. Repair and running expenses of ¢ 45,000 from
01.11.2023 to 31.03.2024, were fully met by the employer. The motor car
was self-driven by the employee.

Leave travel concession given to employee, his wife and three children
(one daughter aged 7 and twin sons aged 3). Cost of air tickets (economy
class) reimbursed by the employer & 30,000 for adults and
¢ 45,000 for three children. Balaji is eligible for availing exemption this
year to the extent it is permissible in law.

Compute the salary income chargeable to tax in the hands of Mr. Balaji for the
A.Y. 2024-25 assuming he exercises the option of shifting out of the default tax
regime provided under section 1T15BAC(1A).



From the following details, find out the salary chargeable to tax for the
A.Y.2024-25 assuming he exercises the option of shifting out of the default tax
regime provided under section 115BAC(TA) -

Mr. X is a regular employee of Rama & Co., in Gurgaon. He was appointed on
1.1.2023 in the scale of ¥20,000 - ¥ 1,000 - ¥ 30,000. He is paid 10% D.A. &
Bonus equivalent to one month pay based on salary of March every year. He
contributes 15% of his pay and D.A. towards his recognized provident fund and
the company contributes the same amount. DA forms part of pay for retirement
benefits.

He is provided free housing facility which has been taken on rent by the
company at & 10,000 per month. He is also provided with following facilities:

()  Facility of laptop costing ¥50,000.

(i) Company reimbursed the medical treatment bill of his brother of
¢ 25,000, who is dependent on him.

(iii) The monthly salary of ¥ 1,000 of a house keeper is reimbursed by the
company.



(iv)
(v)

(vi)

(vii)

A gift voucher of 10,000 on the occasion of his marriage anniversary.

Conveyance allowance of ¢ 1,000 per month is given by the company
towards actual reimbursement of conveyance spent on official duty.

He is provided personal accident policy for which premium of ¥ 5,000 is
paid by the company.

He is getting telephone allowance @ ¥ 500 per month.



You are required to compute the income from salary of Mr. Raja under default

tax regime from the following particulars for the year ended

37-03-2024:

()  He retired on 31-12-2023 at the age of 60, after putting in 25 years and
9 months of service, from a private company at Delhi.

(i) He was paid a salary of ¥ 25,000 p.m. and house rent allowance of
¢6,000 p.m. He paid rent of 6,500 p.m., during his tenure of service.

(ii)  On retirement, he was paid a gratuity of ¥3,50,000. He was covered by
the payment of Gratuity Act, 1972. He had not received any other gratuity
at any point of time earlier, other than this gratuity.

(iv) He had accumulated leave of 15 days per annum during the period of his
service; this was encashed by him at the time of his retirement. A sum of
¥ 3,175,000 was received by him in this regard. Employer allowed 30 days
leave per annum.

(v)  He is receiving €5,000 as pension. On 1.2.2024, he commuted 60% of his
pension and received ¢ 3,00,000 as commuted pension.

(v The company presented him with a gift voucher of ¢ 5,000 on his

retirement. His colleagues also gifted him a mobile phone worth
¢ 50,000 from their own contribution.






ILLUSTRATION 4

Mr. Hari, a property dealer, sold a building in the course of his business to his friend
Mr. Rajesh, who is a dealer in automobile spare parts, for €90 lakh on 1.1.2024,
when the stamp duty value was ¥ 150 lakh. The agreement was, however, entered
into on 1.9.2023 when the stamp duty value was ¢ 140 lakh. Mr. Hari had received
a down payment of ¥ 15 lakh by a crossed cheque from Rajesh on the date of
agreement. Discuss the tax implications in the hands of Hari and Rajesh, assuming
that Mr. Hari has purchased the building for ¥75 lakh on 12" July, 2022.

Would your answer be different if Hari was a share broker instead of a property
dealer?



ILLUSTRATION 3

Discuss the taxability or otherwise of the following in the hands of the recipient
under section 56(2)(x) the Income-tax Act, 1961 -

()  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.

(i)  Nitisha, a member of her father's HUF, transferred a house property to the
HUF without consideration. The stamp duty value of the house property is
¢9,00,000.

(ii))  Mr. Akshat received 100 shares of A Ltd. from his friend as a gift on occasion
of his 25" marriage anniversary. The fair market value on that date was
¢ 100 per share. He also received jewellery worth ¥ 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 XIl board
examination. The fair market value of the car is ¢5,25,000.



The following details have been furnished by Mrs. Hemali pertaining to the
year ended 31.3.2024:

()  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 25th wedding anniversary.

(i)  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
(nterest on the said date was ¥ 52,000.

Compute the income, if any, assessable as “Income from other sources” for
A.Y.2024-25.



7.

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

Trading and Profit and Loss Account for the year ended 31.03.2024

Particulars 7 Particulars ¢

To Opening stock 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 8,100
shares (Short-term)

To Other general 7,060
expenses
To Net Profit 50,000
3,06,000 3,06,000

Additional Information:

() 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
Closing stock < 18,000

(i)  Salary includes ¥ 10,000 paid to his brother, which is unreasonable to
the extent of ¥2,000.

(ii) The whole amount of printing and stationery was paid in cash by way of
one-time payment to Mr. Ramesh.

(iv) The depreciation provided in the Profit and Loss Account ¢ 1,05,000 was
based on the following information:

The opening balance of plant and machinery (i.e., the written down value
as on 31.3.2023 minus depreciation for P.Y. 2022-23) is ¥4,20,000. A new
plant falling under the same block of depreciation was bought on
01.7.2023 for ¥70,000. Two old plants were sold on 1.10.2023 for ¥ 50,000.

(v)  Rent and rates includes GST liability of ¥ 3,400 paid on 7.4.2024.

(vi) Other general expenses include ¢ 2,000 paid as donation to a Public
Charitable Trust.

You are required to compute the profits and gains of Mr. Sivam under
presumptive taxation u/s 44AD and profits and gains as per the regular
provisions of the Act assuming he has exercised the option of shifting out of
the default tax regime provided under section 115BAC(1A). Assume that the
whole of the amount of turnover received by account payee cheque or use of
electronic clearing system through bank account during the previous year.



9. 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

Particulars ¢ Particulars ¢
To Opening Stock 71,000 | By Sales 2,32,00,000
To Purchase of Raw |2,16,99,000 By Closing stock 2,00,000
Materials
To Manufacturing 5,70,000
Wages & Expenses
To Gross Profit 10,60,000
2,34,00,000 2,34,00,000
To Administrative 3,26,000 | By Gross Profit 10,60,000
charges
To SGST penalty 5,000 | By Dividend from 15,000
domestic companies
To GST paid 1,170,000 | By Income from 1,80,000
agriculture (net)
To General Expenses 54,000
© The Institute of Chartered Accountants of India
EEREETI cove ax aw
To Interest to Bank 60,000
(On machinery
term loan)
To Depreciation 2,00,000
To Net Profit 5,00,000
12,55,000 12,55,000




Following are the further information relating to the financial year 2023-24:

0

(i)

(iv)

(iv)

(v)

(vi)

Administrative charges include ¥ 46,000 paid as commission to brother
of the assessee. The commission amount at the market rate is ¢ 36,000.

The assessee paid ¥ 33,000 in cash to a transport carrier on 29.12.2023.
This amount is included in manufacturing expenses. (Assume that the
provisions relating to TDS are not applicable to this payment)

A sum of ¥4,000 per month was paid as salary to a staff throughout the
year and this has not been recorded in the books of account.

Bank term loan interest actually paid upto 31.03.2024 was ¥ 20,000 and
the balance was paid in November 2024.

Housing loan principal repaid during the year was ¥ 50,000 and it relates
to residential property acquired by him in P.Y. 2022-23 for self-occupation.
Interest on housing loan was ¢ 23,000. Housing loan was taken from
Canara Bank. These amounts were not dealt with in the profit and loss
account given above.

Depreciation allowable under the Act is to be computed on the basis of
following information:

Plant & Machinery (Depreciation rate@15%) 4
WDV as on 31.03.2023 minus Depreciation for P.Y. 2022-23 | 11,90,000
Additions during the year (used for more than 180 days) 2,00,000
Total additions during the year 4,00,000

Compute the total income of Mr. Raju for the A.Y. 2024-25 assuming he pays
tax under default tax regime.

Note: Ignore application of section 14A for disallowance of expenditures in
respect of any exempt income.



CHAPTER

AGGREGATION OF
INCOME, SET-OFF AND

CARRY FORWARD OF
LOSSES




k

Compute the gross total income of Mr. F for the A.Y. 2024-25 from the

information given below —

Particulars 4

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
Long term capital loss from sale of property (brought forward (90,000)
from A.Y. 2023-24)

Income from tea business 1,20,000
Dividends from Indian companies carrying on agricultural 80,000
operations (Gross)

Current year depreciation 26,000
Brought forward business loss (loss incurred six years ago) (45,000)




2.

Mr. Soohan submits the following details of his income for the A.Y.2024-25:

Particulars 4

Income from salary (computed) 3,00,000
Loss from let out house property (-) 40,000
Income from sugar business 50,000
Loss from iron ore business for P.Y. 2018-19 (discontinued in | (-) 1,20,000
P.Y. 2019-20)

Short term capital loss (-) 60,000
Long term capital gain 40,000
Dividend 5,000
Income received from lottery winning (Gross) 50,000
Winnings from card games (Gross) 6,000
Agricultural income 20,000
Short-term capital loss under section T11A (-) 10,000
Bank interest on Fixed deposit 5,000




3 Mr. Batra furnishes the following details for year ended 31.03.2024:

Particulars 4

Short term capital gain 1,40,000
Loss from speculative business 60,000
Long term capital gain on sale of land 30,000
Long term capital loss on sale of unlisted shares 1,00,000
Income from business of textile (after allowing current year 50,000
depreciation)

Income from activity of owning and maintaining race horses 15,000
Income from salary (computed) 1,00,000
Loss from house property 40,000

Following are the brought forward losses:

()  Losses from activity of owning and maintaining race horses-pertaining
to A.Y.2021-22 - ¥25,000.

(i)  Brought forward loss from business of textile ¥ 60,000 - Loss pertains to
AY. 2016-17.

Compute gross total income of Mr. Batra for the Assessment Year 2024-25,
assuming that he has exercised the option of shifting out of the default tax
regime provided under section T15BAC(71A). Also determine the losses eligible
for carry forward to the A.Y. 2025-26.



5.

Mr. Aditya furnishes the following details for the year ended 31-03-2024:

Particulars Amount
(?)

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
Long-term capital loss on sale of listed shares in recognized = 1,02,000
stock exchange (STT paid at the time of acquisition and sale of
shares)

Following are the brought forward losses:

(1) Losses from owning and maintaining of race horses pertaining to
A.Y. 2022-23 ¥ 2,000.

(2)  Brought forward loss from trading business ¥ 5,000 relating to A.Y.2019-
20.

Compute the total income of Mr. Aditya and show the items eligible for carry
forward, assuming that he exercises the option of shifting out of the default tax
regime provided under section T15BAC(TA).



Mr. Rajat submits the following information for the financial year ending
37" March, 2024. He decides to pay tax under the default tax regime u/s
115BAC. He desires that you should:

(@) Compute the total income; and

(b) Ascertain the amount of losses that can be carried forward.

Particulars 4
()  He has two let out house property:
(a) House No. | — Income after all statutory deductions 72,000
(b) House No. Il — Current year loss (30,000)
(i) He has three proprietary businesses:
(a) Textile Business:
) Discontinued from 31°* October, 2023 — Current 40,000
year loss
(i)  Brought forward business loss of A.Y.2019-20 95,000
(b) Chemical Business:
()  Discontinued from 1°* March, 2021 — hence no Nil
profit/loss
(i)  Bad debts allowed in earlier years recovered during 35,000
this year
(iij)  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 16,550
2009
(i) (a) Short-term capital gain 60,000
(b) Long-term capital loss 35,000
(iv) Contribution to LIC towards premium 10,000




During the previous year 2023-24, the following transactions occurred in
respect of Mr. A.

(a)

(b)

(c)

(d)

(e)

Mr. A had a fixed deposit of ¢ 5,00,000 in Bank of India. He instructed
the bank to credit the interest on the deposit @ 9% p.a. from 1-4-2023
to 37-3-2024 to the savings bank account of Mr. B, son of his brother, to
help him in his education.

Mr. A holds 75% profit share in a partnership firm. Mrs. A received a
commission of & 25,000 from the firm for promoting the sales of the
firm. Mrs. A possesses no technical or professional qualification.

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.

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.

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.

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 under section
TT15BAC(TA).



A proprietary business was started by Smt. Rani in the year 2021. As on
1.4.2022 her capital in business was ¥ 3,00,000.

Her husband gifted ¥ 2,00,000 on 10.4.2022 to her and such sum (s invested
by Smt. Rani in her business on the same date. Smt. Rani earned profits from
her proprietary business for the Financial year 2022-23, ¥ 1,50,000 and
Financial year 2023-24 ¢ 3,90,000. Compute the income, to be clubbed in the
hands of Rani’s husband for the Assessment year 2024-25 with reasons.

Mr. B is the Karta of a HUF, whose members derive income as given below:

Particulars ¢
() | Income from B' s profession 45,000
(ii) | Mrs. B' s salary as fashion designer 76,000
(iii) | Minor son D (interest on fixed deposits with a bank 10,000
which were gifted to him by his uncle)
(iv) | Minor daughter P's earnings from sports 95,000
(v) | D's winnings from lottery (gross) 1,95,000

Examine the tax implications in the hands of Mr. and Mrs. B.



CHAPTER

DEDUCTIONS FROM

GROSS TOTAL INCOME |iu




Examine the following statements with regard to the provisions of the Income-
tax Act, 1961:

(1)

(i)

(itv)

(iv)

(v)

(vi)

During the financial year 2023-24, Mr. Amit paid interest on loan availed
by him for his son's higher education. His son is already employed in a
firm. Mr. Amit will get the deduction under section 80OE.

Subscription to notified bonds of NABARD would qualify for deduction
under section 80C.

In order to be eligible to claim deduction under section 80C, investment/
contribution/ subscription etc. in eligible or approved modes, should be
made from out of income chargeable to tax.

Where an individual repays a sum of ¢ 30,000 towards principal and
¢ 74,000 as interest in respect of loan taken from a bank for pursuing
eligible higher studies, the deduction allowable under section 80E is
¥44,000 irrespective of the tax regime.

Mrs. Sheela, widow of Mr. Satish (who was an employee of M/s. XYZ Ltd.),
received €7 lakhs on 1.5.2023, being amount standing to the credit of
Mr. Satish in his NPS Account, in respect of which deduction has been
allowed under section 80CCD to Mr. Satish in the earlier previous years.
Such amount received by her as a nominee on closure of the account is
deemed to be her income for A.Y.2024-25.

Mr. Vishal, a Central Government employee, contributed ¥ 50,000
towards Tier Il account of NPS. The same would be eligible for deduction
under section 80CCD. He has exercised the option of shifting out of the
default tax regime provided under section T15BAC(1A).



ILLUSTRATION 20

Mr. Gurnam, aged 42 years, has salary income (computed) of ¢ 5,50,000 for the
previous year ended 31.03.2024. He has earned interest of ¢ 14,500 on the saving
bank account with State Bank of India during the year. Compute the total income of
Mr. Gurnam for the assessment year 2024-25 from the following particulars,
assuming he has exercised the option of shifting out of the default tax regime
provided under section T15BAC(1A):

(¥

Life insurance premium paid to Birla Sunlife Insurance in cash amounting to
¢ 25,000 for insurance of life of his dependent parents. The insurance policy
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(i)

(iiv)

(iv)

(v)

(vi)

(vii)

was taken on 15.07.2020 and the sum assured on life of his dependent parents
is £2,00,000.

Life insurance premium of ¥ 19,500 paid for the insurance of life of his major
son who is not dependent on him. The sum assured on life of his son is
¢3,50,000 and the life insurance policy was taken on 30.3.2012.

Life insurance premium paid by cheque of 22,500 for insurance of his life. The
insurance policy was taken on 08.09.2019 and the sum assured s
¥2,00,000.

Premium of ¥ 26,000 paid by cheque for health insurance of self and his wife.

¢ 1,500 paid in cash for his health check-up and ¥ 4,500 paid in cheque for
preventive health check-up for his parents, who are senior citizens.

Paid interest of ¥6,500 on loan taken from bank for MBA course pursued by his
daughter.

A sum of ¥ 5,000 donated in cash to an institution approved for purpose of
section 80G for promoting family planning.



ILLUSTRATION 14

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
(nvestments:

()  Premium paid to insure the life of her major daughter (policy taken on 1.4.2018)
(Assured value ¥ 1,80,000) — ¥ 20,000.

(it)  Medical Insurance premium for self — 12,000, Spouse — ¥ 14,000.

(it) 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 - ¥ 25,000 by way of cheque

(vi) Donation to Prime Minister's Drought Relief Fund - ¥ 25,000 by way of cheque

(vit) Donation to approved institution for promotion of family planning - ¥ 40,000
by way of cheque

(vitt) Deposit in PPF - ¥ 1,00,000

Compute the total income of Mr. Shiva for A.Y. 2024-25 if he exercises the option of
shifting out of the default tax regime provided under section 115BAC(1A).



ILLUSTRATION 13

The following are the particulars relating to Mr. A, Mr. B, Mr. C and Mr. D, salaried
individuals, for A.Y. 2024-25 -

Particulars Mr. A Mr. B Mr. C Mr. D
Amount of loan | ¥43 lakhs 45 lakhs ¢ 20 lakhs ¢ 15 lakhs
taken
Loan taken from | HFC Deposit taking @ Deposit Public

NBFC taking NBFC | sector bank
Date of sanction | 1.4.2021 1.4.2020 1.4.2020 30.3.2019
of loan
Date of | 1.5.2021 1.5.2020 1.5.2020 1.5.2019
disbursement of
loan

Purpose of loan Acquisition of | Acquisition of | Purchase of @ Purchase of

residential residential electric electric
house property | house property | vehicle for | vehicle for
for self- | for self- | personal use | personal
occupation occupation use

Stamp duty value | ¥45 lakhs 748 lakhs - -

of house property

Cost of electric - - ¢ 22 lakhs ¢ 18 lakhs

vehicle

Rate 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 if
they have exercised the option of shifting out of the default tax regime provided under
section T15BAC(1A). Assume that there has been no principal repayment in respect
of any of the above loans upto 31.3.2024.



ILLUSTRATION 14

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
(nvestments:

()  Premium paid to insure the life of her major daughter (policy taken on 1.4.2018)
(Assured value ¥ 1,80,000) — ¥ 20,000.

(i)  Medical Insurance premium for self — & 12,000; Spouse — ¢ 14,000.

(iii)  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 - ¥ 25,000 by way of cheque

(vi) Donation to Prime Minister’s Drought Relief Fund - 25,000 by way of cheque

(vii) Donation to approved institution for promotion of family planning - ¥ 40,000
by way of cheque

(viit) Deposit in PPF — ¥ 1,00,000

Compute the total income of Mr. Shiva for A.Y. 2024-25 if he exercises the option of
shifting out of the default tax regime provided under section 1T15BAC(1A).



















































