
Question 1 

(a) 45 years 
(b) 63 years 

Mr. X has a total income ofR 12,00,000 for P.Y.2024-25, comprising of income from house 

property and interest on fixed deposits. Compute his tax liability for A.Y.2025-26 assuming 

his age is 

(c) 82 years 

Question 2 

Assume that Mr. X exercises the option of shifting out of the default tax regime provided u/s 

115BAC(1A). [lgnore 115BAC] 

Question 3 

Question 4 

Basic Concepts 

Compute the tax liability of Mr. A (aged 42), having total income of 51 lakhs for the 
Assessment Year 2025-26. Assume that his total income comprises of salary income, 
Income from house property and interest on fixed deposit. Assume that Mr. A exercises the 

Question 5 

faz/ Compute the tax liability of Mr. B (aged 51), having total income of 1,01,00,000 for the 
Assessment Year 2025-26. Assume that his total income comprises of Salary income, 
Income from house property and interest on fixed deposit. 
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CHAPTER 

Question 6 

1 

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.2025-26. Assume assessee exercises the option of shifting out of the default tax regime 
provided u/s 115BAC(1A). [lgnore 115BAC] 

Who is an "Assessee"? 
Answer 6 

[SM Q.] 

Mr. Dinesh aged 35 years and a resident in India, has a total ineome of 
comprising oflong-tern capital. gains taxabBe-u/s 112 Compute his tax liability for A.Y.2025 
26. As_urme assessee exercises the option of shifting-out of the default tax regime provided 
uls15BAC(1A). [lgnore 115BAC] 

In addition, the term includes 
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[SM Q.] 

[SM Q.] 

4,80,000, 

[SM Q.] 

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. 

[SM Q.] 

option of shifting out of the default tax regime provided u/s 115BAC(1A). e [SM Q.] 



Chapter 1: Basic Concepts 

Answer7 

very person in respect of whom any proceeding under the Act has been taken for the assessment 
of 

Question 7 

" his income: or 

2 

the income of any other person in respect of which he is assessable; or 

Every person who is deemed to be an assessee under any provision of the Act: 

What are the two schools of Hindu law and where are they prevalent? Explain. Also, 

Answer 8 

the loss sustained by him or by such other person; or 

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

mention the difference between the two schools of Hindu Law. 

the amount of refund due to him or to such other person. 

Question 8 

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, 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. 

Answer9 

Under the Mitakshara school of Hindu Law, one acquires the right to the family property by his birin 
and not by succession irrespective of the fact that his elders are living. Thus, every child bom in the 
family acquires a rightshare in the family property. 

Question 9 

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.] 

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 HUE 
and are eligible for coparcenary rights. 

the 

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

[SM Q.] 

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 

indivisible. 

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 

can be the member of AOP but not of BOL. 

The difference between an AOP and BOI is that in case of a BOI, only individuals can be the 
members, whercas in case of AOP, any person can be its member i.e. entities like company, firm etc. 
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In case of an AOP, members voluntarily come together with a common will for a common íntention 
or purpose, whereas in case of BOI, such common will may or may not be present. 

Question 10 
State any four instances where the income of the previous year is assessable ín the 
previous year itself instead of the assessment year. 

Answer 10 

The income of an asSessee for a previous year is charged to income-tax ín the assessment year 
following the previous year, However, in a few cases, the income is taxed in the previous year in 
which it is carned. 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, he ship is allowed to leave the port only when the tax has 
been paid or satisfactory arrangement has bcen made for payment thereof. 7.5% of the freight 
naid or payable to thc owner or the charterer or to any person on his behalf. whether in Indía or 
outside India on account of such carriage is deemed to be hís íncome whích ís charged to tax in 
the same year in which it is carncd, 

(i) Where it appears to the Assessing Officer that any indívidual may leave India duríng the 
eurrent assessment year or shortly after its expiry and he has no present intentíon of returníng 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 Indía is chargeable to tax in that 
assessment year. 

[SM QJ 

(ii) Ifan AOP/BOI etc. is formed or established for a particular event or purpose and the Assessing 
oficer apprchends that the AOP/BOT is likely to be dissolved in the same year or in the next 
vear. 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 ofor 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. 

Question 11 oS 
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 under section 112 of 55,00,000, short term 
capital gain taxable u/s 111A ofR 65,00,000 and other income of 5,30,00,000. Compute 
his tax liability for A.Y. 2025-26 under the default tax regime and optional tax regime as per 
the normal provisions of the Act assuming that the total income and its components are the 

[SM Q.] same in both tax regimes. LASsam. clglol osd bamor on oljol24] 
Question 12 o 

Question 13 

Mr. Sharma aged 62 years and a resident in India, has a total income of 2,30,00,000, 
comprising long term capital gain taxable u/s 112 of 52,00,000, short term capital gain 
taxable u/s 111A of 64,00,000 and other income of 1,14,00,000. Compute his tax liability 
for A.Y.2025-26. Assume he exercises the option of shifting out of the default tax regime 
provided u/s 115BAC(1A). (lgnore 115BAC] Asw cakilah assa tonhs [SM Q.] 

CA Bhanwar Borana 3 



Mr. B grows sugarcane and uses the same for the purpose of manufacturing sugar in his 
factory. 30% of sugarcane produce is sold for 10 lacs, and the cost of cultivation of such 
Sugarcane is 5 lacs. The cost of cultivation of the balance Sugarcane (70%) is 14 lacs 
and the market value of the same is 22 lacs. After incurring 1.5 lacs in the manufacturing process on the balance sugarcane, the sugar was sold for 25 lacs. Compute B's business 

income and agricultural income. Answer 13 

4 

Sale of Sugar 

Computation of Business Income and Agriculture Income of Mr. b 

Business income 
Sale Proceeds of sugar 

Particulars 

Less: Market value of sugarcane (70%) Less: Manufacturing exp. 

Agricultural income 
Market value of sugarcane (70%) 
Less: Cost of cultivation 

Sale of sugarcane 

Question 14 

Agricultural Income 
Sale proceeds of sugarcane (30%) Less: Cost of cultivation 

Answer 14 

PGBP 

Agriculture Income 

an assessee. 

Business 
Income 

() 

25,00,000 

any rent or revenue derived from land 

22,00,000 
1,50,000 
1,50,000 

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

As per section 2(1A), "agricultural income" means, inter alia, 

Agricultural Income 

() 

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

22,00,000 

which is situated in India and is used for agricultural purposes. 

14,00,000 

10,00,000 
5,00,000 

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: 

(i) Income from sale of seedlings in a nursery adjacent to the agricultural lands owned by 

[SM Q.] 

) 

As per Explanation 3 to section 2(1IA), income derived from saplings or 

8,00,000 

seedlings 

5,00,000 

13,00,000 

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. 

[SM Q.] 

grown in a 
CA Bhanwar Borana 
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nursery is deemed to be agricultural income, whether or not the basic operations were carried out 
on land. 

34t 

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

Question 15 
Mr. Raja, a resident Indian, earns income of 10 lakhs from sale of coffee grown and cured 
in India during the A.Y.2025-26. 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 
AY 2025-26. What would be the business income chargeable to tax in India of Mr. Raja and 

Mr. Shyam? 
Answer 15 

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 10 lakhs =2.5 lakhs 

Business income ofMr. Shyam = 40% of 20 lakhs =8 lakhs 

Question 16y35 
Mr. X, a resident, has provided the following particulars of his income for the P.Y. 2024-25. 

() Income from salary (computed) -7 4,80,000 

(i) Income from house property (computed) - 3,50,000 

(ii) Agricultural income from a land in Jaipur - 4,80,000 

(iv) Expenses incurred for earning agricultural income -1,70,000 -

Compute his tax liability for A.Y. 2025-26 assuming his age is -

(a) 45 years 
(b) 70 years 

Question 17 

S. No. 

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 31-3-2025: 

(0 

() 

(i) 

(IV) 

(V) 

Particulars 

Question 18 

[SM Q.] 

310000 

|Income from sale of centrifuged latex processed from rubber plants 

grown in Darjeeling. 

Income from sale of coffee grown and cured in Yercaud, Tamil Nadu. 

Income from sale of coffee grown, cured, roasted and grounded, in 

Colombo. Sale consideration was received at Chennai. 

Income from sale of tea grown and manufactured in Shimla. 

Income from sapling and seedling grown in a nursery at Cochin. 

Basic operations were not carried out by her on land. 

3,00,000 

1,00,000 

2,50,000 

4,00,000| 

80,000 

[SM Q.] 
You are required to compute the business income and agricultural income of Miss Vivitha 

for the A.Y. 2025-26. 

Discuss the taxability of the following transactions giving reasons, in the light of relevant 

Rhanwap Borana 
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Chapter 1: Basic Concepts provisions, for your conclusion. . Kajpal took a land on rent from Ms Shilpa on monthly rent of ? 10,000. He sub- lets the land to Mr. Manish for a monthly rent of 11,500. Manish uses the land for grazing 

Answer 18 

Catue required for agricultural activities Mr Rainal wants to claim deduCtion or 
Mr. Manish. MA(0eing rent paid by him to Ms. Shilpa) from the rental income received Dy t Trom 

(") Mr. Netram grows paddy on land. He then emplovs mechanical operations on grain to ake it tit for sale in the market. ike remOving hay and chaff from the grain, fltering tne grain and finally packing the rice in qunny bags. He claims that entire income va him from sale of rice is agricultural income not liable to income- tax since paddy as grown on land is not fit for sale in its original form. 
() The rent or revenue derived from land situated in India and used for agricultural purpoSes would be agricultural income under section 2(1A)(a). Therefore. rent received from sub-letting of the land used for grazing of cattle required for agriculture activities is agricultural income. The rent can either be received by the owner of the land or by the original tenant from the sub-tenant. Accordingly, rent received by Mr. Rajpal from Mr. Manish for using land for grazing of cattle required for agricultural activities is agricultural income exempt u/s 10(1). As per section 14A, no deduction is allowable in respect of exempt incomne. (ii) The income from the process ordinarily employed to render the produce fit to be taken to the market would be agricultural income under section 2(1A)(b) (ii). The process of making the rice ready from paddy for the market may involve manual operations or mechanical operations, both of which constitute processes ordinarily employed to make the product fit for the market. Accordingly, the entire income earned by Mr. Netram fromn sale of rice is agricultural income. 



Question 1 

Answer1 

Residence and Scope of 
Total Income 

Mr. Anand is an Indian citizen and a member of the crew of a Singapore bound Indian ship 
engagedin carriage of passengers in international traffic departing from Chennai port on 6th 
lune 2024. From the following details for the P.Y. 2024-25, determine the residential status 

of Mr. Anand for A.Y. 2025-26, assuming that his stay in India in the last 4 previous years 
[SM Q.] (preceding P.Y. 2024-25) is 400 days: 

Chapter 2: Residence and Scope of Total Income 

more. 

Date entered into the Continuous Discharge Certificate in respect of 6th June, 2024 

joining the ship by Mr. Anand 

Particulars 

Date entered into the Continuous Discharge Certificate in respect of 9th December, 2024 

signing off the ship by Mr. Anand 

Question 2 

CHAPTER 

In this case, since Mr. Anand is an Indian citizen and lea ing India during P.Y. 2024-25 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 

2 

The voyage is undertaken by an Indian ship engaged in the carriage of passengers in international 

traffic, originating from a port in India (.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). 

Date 

Therefore, the period beginning from 6th June, 2024 and ending on 9th December, 2024, 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 citizen who is a member of the crew of the ship, has to be 

excluded for computing the period of his stay in India. Accordingly, 187 days [25 + 31 +31 + 30 + 

31 + 30 + 9] have to be excluded from the period of his stay in India. Consequently, Mr. Anand's 

period of stay in India during the P.Y. 2024-25 would be 178 days [i.e., 365 days 187 days]. Since 

his period of stay in India during the P.Y. 2024-25 is less than 182 days, he is a non-resident for A.Y. 

2025-26. 

a) Find out his residential status for the assessment year 2025-26. 

() 

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 years. 

CA Bhanwar Borana 

(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.2024-25? 

11 

[SM Q.] 
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Question 3 
Mr. B, a Canadian citizen, comes to India for the first time during the P.Y. 2020-21. During 

ie inancial years 2020-21, 2021-22. 2022-23. 2023-24 and 2024-25, 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. 2025-26. [SM QJ 

Question 4 R 
Tne 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. 
02-25 after 15 years. He comes to India on 1.4.2024 and leaves for Australia on 
1l2.2024. Determine the residential status of Mr. E and the HUF for A.Y. 2025-26. [SM QJ 

Question5 
David, an Indian citizen aged 40 years. a Government employee serving in the Ministry OT EXternal Affairs, left India for the first time on 31. 03 2024 due to his transfer to High Commission of Canada. He did not visit India any time durina the previous year 2024-20. He has received the following income for the Financial Year 2024-25: 

Answer 5 

S. No. 

() 

(i) 

(i) 
(iv) 
(V 

|Salary (Computed) 
Foreign Allowance (not included in () above] 

Particulars 

Interest on fixed deposit from bank in India 
Income from agriculture in Nepal 

Compute his Gross Total Income for Assessment Year 2025-26. 

Income from house property in Nepal 

Question 6 

(ii) Income accruing or arising or deemed to accrue or arise in India. 

income is taxable in the hands of Mr. David, even though he is a non-resident. 

As per section 6(). Mr. David is a non-resident for the A.Y. 2025-26, since he was not present in 
India at any time during the previous year 2024-25. 

allowance of 4,00,000 is exempt under section 10(7) in the hands of Mr. David. 

Salaries (computed) 

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 

Gross Total Income 

In view of the above provisions, income from agriculture in Nepal and income from house property in Nepal. Income from 'Salaries' payable by the Government to a citizen of India for services 

in Nepal would not be chargeable to tax in the hands of David, assuming that the same were received rendered outside India is deemed to accrue or arise in India as per section 9(1)(ii). Hence, such 

5,00,000 

Gross Total Income of Mr. David for A.Y. 2025-26 

Income from other sources (Interest on fixed deposit in India) 

4,00,000 

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 

Particulars 

1,00,000 

2,00,000 

CA Bhanwa 

2,50,000 

[SM Q.] 
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Miss Vivitha paid a sum of 5000 USD to Mr. Kulasekhara, a management consultant 

practising in Colombo, specializing in project financing. The payment was made in Colombo. 
Mr. Kulasekhara is a non-resident. The consultancy is related to a project in India with 

possible Ceylonese collaboration. Is this payment chargeable to tax in India in the hands of 
[SM Q.] Mr. Kulasekhara, since the services were used in India? 

Answer 6 

A non-resident is chargeable to tax in respect of income received 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, inter alia, income by way 

of fees for technical services, which includes any consideration for rendering of any managerial, 

technical or consultancy services. Therefore, payment to a management consultant relating to project 

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 technical 

services, from services utilized in India would be deemed to accrue or arise in India in case of a non 

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. 

Question 7 R 
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. 2025 

26, assuming that he has exercised the option of shifting out of the default tax regime 
[SM Q.] 

provided u/s 115BAC(1A) � 
Particulars 

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

|Income from a business in Chennai (50% is received in India) 

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

in London 

|Dividend from British company received in London 

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

received in India 

Income earned from business in Germany which is controlled from Delhi ( 

40,000 is received in India) 

Profits from a business in Delhi but managed entirely from London 

|Income from house property in London deposited in a Bank at London, 

brought to India (Computed) 
Interest on debentures in an Indian company received in London 

Fees for technical services rendered in India but received in London 

Profits from a business in Mumbai managed from London 

|Income from property situated in Nepal received there (Computed) 

CA Bhanwar Borana 

Amount () 

Past foreign untaxed income brought to India during the previous year TGNoRE 

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

10,000 

20,000-+ 

20,000 

5,000 

40,000 

70,000 4ok 

15,000 

50,000 

12,000 

8,000 

26,000 

16,000 

5,000 

3 

18,000 
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India 

|but spent in India 
Income from profession in Kenya which was set t up in India, received there 

|Gift received on the occasion of his wedding 

Question 8 

Interest on savings bank deposit in State Bank of India Income from a business in Russia, controlled from Russia Dividend from Reliance Petroleum Limited, an Indian Company Agricultural income from a land in Rajasthan 

Answer 8 

Particulars 

Answer9 

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

Question 9 

Exomp 

Amount (3) 

Exdmt 

M, Kam, an Indian citizen, left India on 22.09.2024 for the first time to work as an officer of 
a company in Germany. Determine the residential status of Ram for the assessment year 
2025-26. 

[SM Q.] 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 

than 182 days) during the P.Y. 2024-25. 

25. 

(ii) 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. 

person, inter alia,: 

5,000 

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. 

20,000 

During the previous year 2024-25, 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. 

12,000 

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. 2025-26. 

for 729 days or less. 

20,0003 
5,000 

Mr. Dey, a non-esident, residing in US since 1990, came back India on 1.4.2023 for 

permanent settlement. What will be his residential status for assessment year 2025-262 

15,000 

For the previous year 2024-25 (A.Y. 2025-26), his status would be Resident resident" since he was non-resident in 9 out of 10 previous years immediately 

Mr. Dey is a resident in A.Y, 2025-26 since he has stayed in India for a period of 365 days (more 

If he does not satisfy cither of these conditions, he would be a resident and ordinarilv 
resident. 

As per section 6(6), a person will be "Not ordinarily Resident" in India in any previous year, if such (b) has during the 7 previous years immediately preceding the relevant previous year been in India 

(a) has been a non-resident in 9 out of 10 previous years preceding the relevant previous year, or 

CA Bhanw 

[SM QJ 

2024-25. He can be resident but not ordinarily resident also due to the fact that he has stayed in India 

only for 365 days (i.e., less than 730 days) in 7 previous years immediately preceding the 
PY.2024-

but not ordin 
preceding the PY, inarily 



Question 10 3 
Mr. Ramesh & Mr. Suresh are brothers and they earned the following incomes during the 
financial year 2024-25. Mr. Ramesh settled in Canada in the year 1996 and Mr. Suresh 
setled in Delhi. Compute the total income for the A.Y. 2025-26, assuming that he has 
exercised the option of shifting out of the default tax regime provided u/s 115BAC(1A) � 

Sr. No. 

1 

2. 

3. 

4. 

S. 

5 

Answer 10 

6 

No. 

7 

7. 

8 

10. 

9 
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Particulars 

Interest on Canada Development Bonds (only 
50% of interest received in India) 

Dividend from British company received in London 

Profits from a business in Nagpur, but managed 
directly from London 

Short term capital gain on sale of shares of an 

|Indian company received in India 

|Income from a business in Chennai 

Fees for technical services rendered in India, but 
received in Canada 

Interest on savings bank deposit in UCo Bank, 

Delhi 

D. 

Agricultural income from a land situated in Andhra 

Pradesh 

Rent received in respect of house property at 

Bhopal 
|Life insurance premium paid 

1. | Interest on Canada Development Bond (See Note 2) 

Particulars 

2. Dividend from British Company received in London (See 

Note 3) 

Mr. Ramesh 

3. Profits from a business in Nagpur but managed directly from 

|London (See Note 2) 

4. Short term capital gain on sale of shares of an Indian 

|company received in India (See Note 2) 

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

6. Fees for technical services rendered in India, but received in 

|Canada (See Note 2) 

|Interest on savings bank deposit in UCO Bank, Delhi (See 

Note 2) 

() 
35,000 

28,000 

Computation of total income of Mr. Ramesh & Mr. Suresh for the A.Y, 2025-26 

1,00,000 

60,000 

80,000 

1,00,000 

7,000 

55,000 

1,00,000 

Mr. Suresh 

17,500 

1,00,000 

60,000 

80,000 

[SM Q.] 

1,00,000 

7,000 

() 
40,000 

20,000 

1,40,000 

90,000 

Mr. Ramesh Mr. Suresh 

(Non- Resident) (Resident) 

70,000 

12,000 

45,000 

60,000 

30,000 

() 

40,000 

20,000 

1,40,000 

90,000 

70,000 

12,000 

11 

() 



Chapter 2: Residence and Scope of Total Income 
8. Agricultural income from a land situated in Andhra Pradesh (See Note 4) 

9. Income from house property at Bhopal (See Note 5) 

12 

Gross Total income 
Less: Deduction under Chapter VI-A Section 80C -Life insurance premium Section 80TTA (See Note 6) 
Total Income 

Notes: 

setled in Delhi, and thus, assumed as a resident and ordinarily resident. 
chargeable to tax: 
() Income received or deemed to be received in India; and 
(1) Income accruing or arising or deemed to accrue or arise in India. 

1. Mr. Ramesh is a non-resident since he has been living in Canada since 1996. Mr. Suresh. is k ln case of a resident and ordinarily resident. his global income is taxable as per section 5(1). 

5. Income from house property 

Answer 11 

However, as per section 5(2), in case of a non-resident, only the following incomes are 

Rent received 
Less: Deduction under section 24(a) @30% 

4,34,500 

Net income from house property The net income from house property 

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 SI. 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. 

4.27,500 

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. 

70,000 

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. 

Question 11 

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

both non-residents and residents. 

Mr. Ramesh 

allowable as deduction under section 80TTA. 

7.000 

() 

and Mr. Suresh, since the accrual and receipt of the same are in India. 

1,00,000 

42,000| 

30,000 

4,14,000 

30,000 

70,000 in India would be taxable in the hands 

10,000 
3.74,000 

6. In case of an individual, interest upto 10,000 from savings account with. inter alia, a bank is in India tO a non-resident by way of interest, royalty and fees for technical 
taxed irrespective of territorial nexus" 

() 

CA Bh 

Mr. Suresh 

60,000 
18,000 

of both Mr. Ramesh 
Examine the correctness or otherwise of the statement -"Income deemed to accrue or arise 

42,.000 

sevices is to be [SM Q1 



This statement is correct. 

As per Explanation to section 9, income by way of interest, rovalty or fees for technical services which is deemed to accrue or arise in India by virtue of clauses (v)., (vi) and (vi) of section 9(0), Shall be included in the total income of the non- resident, whether or not -) non-resident has a residence or place of business or business connection in India; or (G) the non-resident has rendered services in India, 
In effect, the income by way of fees for technical services, interest or royalty from services utilised in India would be deemed to accrue or arise in India in case of a non-resident and be included in his total income, whether or not such services were rendered in India and irrespective of whether the non pesident has a residence or place of business or business connection in India. 

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 lndia 7.00,000 for the services rendered outside India. 
(ii) Interest on moneys borrOwed from outside India 5,00,000 by a non-resident for the purpose of business within India say, at Mumbai. 
(i) Post office savings bank interest of ? 19,000 received by a resident assessee, Mr. Ram, 

aged 46 years. 
(iv) Royalty paid by a resident to a non-resident in respect of a business carried on outside 

India. 

(v) 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. 

Answer 12 

Chapter 2: Residence and Scope of Total Income 

Taxable/Not 
Taxable 

) Taxable 

(11) Taxable 

(iii) Partly Taxable 

(iv) Not Taxable 

Amount liable 
to tax () 

6,50,000 

5,00,000 

5,500 

Reason 

[SM Q.] 

As per section 9(1)(i), salaries payable by the Government 
to a citizen of India for service rendered outside India shall 
|be deemed to accrue or arise in India. Therefore, salary paid 
by Central Government to Mr. John for services rendered 
outside India would be deenmed to accrue or arise in India 
since he is a citizen of India. He would be entitled to 
standard deduction ofT 50,000 under section 16(ia). 

As per section 9(1)(v)(c), interest payable by a non 
resident on moneys borrowed and used for the purposes of 

|business carried on by such person in India shall be deemed 
to accrue or arise in India in the hands of the recipient. 
The interest on Post Office Savings Bank a/c, would be 
exempt u/s 10(15)(), 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 8OTTA from Gross Total 

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). 

Income. Balance 5,500 i.e., 19,000 - 3,500 - 10,000 
would be taxable in the hands of Mr. Ram, a resident. 
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Taxable/Not 
Taxable 

(v) Taxable 

Question 13 

14 

Particulars 

Amount liable 

to tax () 

5,00,000 

Mr. Shridhar (age 45 years), a citizen of India, serving in the Ministry of Finance in Inodia, 

Salary from Government of India 

Was transferred to Indian Embassy in Australia on 15th March 2024. His income during the financial year 2024-25 is given hereunder: 

In case of a non-resident, any inCome which 
accrues Or arises in India or which is deemed to accrue or arise 

|India or which is received in India or is deemed to be 

Rent from a house situated at Australia, received in Australia. Thereafter, remitted to Indian bank accOunt. |Interest on Post office savings bank account in India 

|received in India is taxable in India. 

Particulars 
Salaries 

Therefore, legal charges paid in India to a non- resident 

Foreign Allowances from Government of India 

Reason 

lawyer of UK, who visited India to represent a case at th 
|Delhi High Court would be taxable in India. 

Mr. Shridhar did not come to India during the financial year 2024-25. Compute his Gross 
Total Income for the Assessment year 2025-26. (Asswrnaheoplod.o lpe 15BK 

Answer 13 

|Salary from Government of India 

(i) Income accruing or arising or income deemed to accrue or arise in India, 

Mr. Shridhar is a non-resident for the A.Y.2025-26, since he was not present in ndia at any time 
during the previous year 2024-25 [Section 6(1)]. 

Computation of Gross Total Income of Mr. Shridhar for A.Y. 2025-26 

Gross Salary 

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 

Ancome chargeable under the head 'Salaries' payable by the Government to a citizen of 
India for services rendered outside India is deemed to accrue or arise in India section 9(1)(iii), Hence, such income is taxable in the hands of Mr. Shridhar, a citizen of 
India, even though he is a non-resident and rendering services outside India) Foreign Allowance from Govenment of India 

Income from House Property 

to a citizen of India for rendering service outside India is exempt under section 10 
Less: Standard Deduction u/'s 16(ia) of 50,000, being lower of gross salary or * 50,000 

5,25,000 

Rent from a house situated at Australia, received in Australia 

4,500 

9,25,000 
8,00,000 

(Income from property situated outside India would not be taxable in India in the hands 

[MTP Q.] 

9,25,000 

Nil 

9,25,000 50,000 

CA Bhanwar B 
8,75,000 Nil 

10(7)1-

[Any allowances or perquisites paid or allowed as such outside India by the 

Government 



Particulars 

of a non-resident, since it neither accrues or arises in India nor is it deemed to acerue or 
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 

Question 14 Pa 

Chapter 2: Residence and Scope of Total Income 

MtoInterest on Post office saving bank account of ? 1,000 would be allowed as deduction under 
section 80TTA, 

Particulars 

Vau are reguired to determine the residential status of Mr. Dinesh, a citizen of India. for the 

previous year 2024-25. 
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 2024 

Following details are made available to you for the previous year 2024-25: 

1,000 

8,76,000 

Date 

Date entered into the Continuous Discharge Certificatein respect of 16th August. 2024 

|joining the ship by Mr. Dinesh 

Answer 14 

Date entered into the Continuous Discharge Certificate in respect of 21st January, 2025 

signing off the ship by Mr. Dinesh 

In June. 2024. he had gone out of India to Dubai on a private tour for a continuous period of 

27 days. 

Determination of residential status of Mr. Dinesh for the P.Y. 2024-25 

During the last four years preceding the PY 2024-25, he was present in India for 425 days. 

During the last seven PY's preceding the PY 2024-25, he was present in India for 830 days. 

CA Bhanwar Borana 

RTP NOV-20 Q.] 

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. 

As per Explanation 2 to section 6(1 )1, in case of an individual, being a citizen of India and a member 

of the crew of a foreign bound ship leaving India, the period or periods of stay in India shall, in 

respect of an eligible voyage, not include the period commencing from the date entered into the 

Continuous Discharge Certificate in respect of joining of ship by the said individual for the eligible 

Voyage and ending on the date entered into the Continuous Discharge Certificate in respect of signing 

off by that individual from the ship in respect of such voyage. 

Eligible voyage includes a voyage undertaken by an Indian ship engaged in the carriage of passengers 

In international traffic, originating from any port in India and having its destination at a port outside 

India. 

In this case, voyage is undertaken by a foreign bound Indian ship engaged in the carriage of 

passengers in international traffic, originating from a port in India (1.e., the Kochi port) and having its 

destination at a port outside India (i.e., the Singapore port). Hence, the voyage is an eligible voyage. 

Therefore, the period from 16th August, 2024 and ending on 21st January, 2025 has to be excluded 

Tor computing the period of stay of Mr. Dinesh in India. Accordingly, the period of 159 days 

|l6+30+31+30+3 1 +21] has to be excluded for computing the period of his stay in India during the 

P.Y,2023-24. 
15 
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period of 27 days in June, 2024, such period has also to be excluded for computing his s period of stay 

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

continuous in India during the P.Y.2024-25. 

16 

Consequently, the period of stay in India during the P.Y. 2024-25 would be 179 days [i.e., 365 days 159 days - 27 days), which is less than 182 days. 
Thus, Mr. Dinesh would be a non-resident for A.Y. 2025-26. Since the residential status of Mr. Dinesh is non-resident" for A.Y. 2025-26 consequent to his number of days of stay in India in P.Y. 2024-25, being less than 182 days, his period of stay in In4 in the earlier previous years become irrelevant. Question 15 
Mr. Dhruv, a person of Indian origin and citizen of Country X, got married to Ms. Deepa. an Indian citizen residing in Country X, on 4th February, 2024 and came to India for the first 
time on 20-02-2024. He left for Country X on 12th August, 2024. He returned to India again 
on 20-01-2025 with his wife to spend some time with his parents-in law for 30 days and 
thereafter returned to Country X on 18.02.2025. He received the folowing gifts from his relatives and friends of her wife during 01-04-2024 to 
31-03-2025 in India: 
-From parents of wife 
- From married sister of wife 
-From very close friends of his wife> sc. 

Question 16 

(a) Determine his residential status and compute the total income chargeable to tax along 
with the amount of tax payable on such income for the Assessment Year 2025-26. 

(b) Will your answer change if he has received 16,00,000 instead of 2,82,000 from very 

close friends of his wife during the previous year 2024-25 and he stayed in India for 400 

days during the 4 years preceding the previous year 2024-25? 

office. 

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

2025-26 from the information given below. Assuming that he has exercised the ontion of 

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

USA 

71,01,000 

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 

travel to other grOup companies outside India while continuing to be based at the Gurugram 
|UK 

711,000 

The details of his travel outside India for the financial year 2024-25 are as under: 

Germany 

72,82,000 

Country 

incomes: 

I5j00,000 

Period of stay 
25 August, 2024 to 10 November, 2024’ 

During the last four years preceding the previous year 2024-25, he waS present in India for 

380 days. During the last seven previous years preceding the previous year 2024-25, he 

was present in India for 700 days. During the P.Y. 2024-25, he 
earned the following 

20 November, 2024 to 23 December, 2024>D 

[MTP Q.] 

10 January, 2025 to 24 March, 2025’ 

(1) Salary ? 15,80,090. The entire salary is paid by the Indian company in his Indian bank 
CA Bhanwar 



account. 

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

(2) Interest on fixed deposit with Punjab National Bank (Delhi) amounting to 10,500 was 
credited to his saving account. 

Answer 16 

Determination of residential status 

conditions: 
Mr. Raghu would be a resident in India in P.Y. 2024-25, if he satisfies any one of the following 

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

(ii) He has been in India during the 4 years immediately preceding the previous year for a total period 
of365 daVs or more and has been in India for at least 60 days in the previous year. 

Chapter 2: Residence and Scope of Total Income 

eho cotisfies any one of the mentioned above, he is a resident. If both the above conditions are not 

satisfied, he would be a non-resident. 

Durino the P.Y. 2024-25 Mr. Raghu stayed in India for 180 days i.e., 366 days - 186 days [78 days + 

34 days + 74 days] and 380 days i.e., more than 365 days during the 4 preceding previous years. He 

satisfies the second basic condition for being a resident. Hence, he is a resident in India for 

A.Y.2025-26. 

A nerson would be Not ordinarily Resident in India in any previous year, if such person, inter alia: 

(a) has been a non-resident in 9 out of 10 previous years preced1ng the relevant previous year; or 

(b) has during the 7 previous years immediately preceding the relevant previous year been in India 

for 729 days or less. 

Particulars 

For the previous year 2024-25, 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. 2024-25. 

(1) Salary from Indian company received in a bank account in 

|India 
|Less: Standard deduction u/s 16(ia) 

Computation of total income of Mr. Raghu for A.Y.2025-26 

[MTP QJ 

Gross Total Income 

(2) |Dividend of 48,000 received from Singapore based company transferred to 

|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. 

|Less: Deduction u/s 80TTB 

Total Income 

(3) |Interest on fixed deposit with PNB credited to his savings bank account is 

taxable in the hands of Mr. Raghu as Income from other sources, since it has 

|accrued and arisen in India and is also received in India. 

Question 17 

15,00,000 

50,000 

CA Bhanwar Borana 

Amount ) 

14,50,000 
Nil 

10,500| 

14,60,500 
10,500 

14,50,000 

Miss Bhanushali, an American National, got married to Mr. Vikas of India in New York on 

Srd February, 2024 and came to India for the first time on 14-02-2024. She left for New York 

On 11-08-2024. She returned to India again on 20-02-2025. 

She received the following gifts from her relatives and friends during 01-04-2024 to 31-03 

2025 in India: 17 
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From parents of husband 

18 

From married sister of husband 
From two very close friends of her husband 1,41,000 and 1,21,000 

() Determine her residential status and compute the total income chargeable to tax for the Assessment Year 2025-26. Assuming that she has exercised the option of shifting out of the default tax regime provided u/s 115BAC(1A) 
instead of 20-02-2025? 

Answer 17 

(i) Will the residential status change if she had returned to India again on 20-01-2025 

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

) Determination of residential status and computation of total income of Miss Bhanushali e she returned to India on 20.2.2025) 

|() 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 
resident. 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.2025-26 has to be determined on the basis of her stay in India during the 
previous year relevant to A.Y. 2025-26 i.e. P.Y.2024-25 and in the preceding four 
assessment years. 
Her stay in India during the previous year 2024-25 and in the preceding four years 
are as under: 
P.Y. 2024-25 
01.04.2024 to 11.08.2024 

|20.02.2025 to 31.03.2025 
Total 

Particulars 

Four preceding previous years P.Y.2023-24 [14.2.2023 to 31.3.2024] P.Y.2022-23 
P.Y.202 1 -22 
P.Y.2020-21 

Total 

133 days 
40 days 

Income from other sources 

173 days 

47 days 
Nil 
Nil 
Nil 

The total stay of Miss Bhanushali during the previoUs year in India was less than 189 
days and during the four years preceding this year was for 47 days. 

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 2025-26. Computation of total income of Miss Bhanushali for the A.Y, 2025-26 

71000 

Gifts received from non-relatives is chargeable to tax as per section 56(2) (x) ifh aggregate value of such gifts exceeds 50,000. 

Z21,000 

{71,000 reccived from parents of husband would be exempt, since parents n husband fall within the definition of 'relatives' and gifts from a relative are no chargeable to tax. 

Z2,62,000 
[MTP Q.) 

CA Bhanwar B 

Nil 

NiT 



21,000 received from married sister-in-law is exempt, since sister of husband 
falls within the definition of relative and gifts from a relative are not chargeable 
to tax. 

Total Income 

Git received from two friends of her husband 1,41,000 and 
aggregating to 2,62,000 is taxable under section 56(2)\%) since the aggregate of 
72,62,000 exceeds 50,000. 

Particulars 

Chapter 2: Residence and Scope of Total Income 

Particulars 

01.04.2024 to 11.08.2024 

(i) Determination of residential status of Miss Bhanushali (if she returncd to India on 

20.1.2025) 

Yes. the answer would change, if she had returned to India again on 20.1.2025 

instead of20.2.2025. 

In such case, her stay in India during the previous year 2024-25 would be: 

20.01.2025 to 31.03.2025 

Total 

1,21,000 

133 days 
71 days 

204 days 

262000 

Since she satisfies the condition of stay in India for more than 182 days during the 

previous year 2024-25, she would become resident in India. She would bea resident 

but not ordinarily resident in India for A.Y. 2025-26, since her stay in India in the 

preceding seven years is less than 730 days (it is only 47 days)1 

262000 

1 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 all 

10 preceding assessment years. She was in India for only 47 days in A.Y.2025-26 and never 

visited India earlier. 



r 3: \ncome from Salary 

Question1 ~ 
Mr. Rai Kumar has the following receipts from his employer: ( 1) Basic pay 
(2) Dearness allowance (DA) 
(3) Commission 

{ 40,000 p.m. 
{6 ,000 p.m. 
{50,000 p.a. 

(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 Kanpur. DA forms part of salary for 
retirement benefits. Mr. Ra} Kumar exercises the option of shifting out of the default tax 

regime provided u/s 115BAC( 1 A). 
[SM Q.] 

Question 2 

Mr. Srikant has two sons. He is in receipt of children education allowance of t 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 Answer 2 

Taxable allowance in the hands o[ Mr. Srikant is computed as under_ If Mr. Srikant exercises the option of shifting out of the default tax reo· "d 

section llSBAC(lA) 
bime prov1 ed under 

Children Education Allowance: 
Elder son[(~ 150 100) p.m. x 12 months) Younger son[(~ 70 t 70) p.m. x 12 months) Transport allowance ({ 1,800 p.m. x 12 months) Tribal area allowance m 500 200) p.m. x 12 months 1 Taxable allowances 
If Mr. Srikant nays tax under default tax regime under section llSBAC Children Education Allowance [({ 150 + t 70) p.m. x 12 months) Transport allowance•(~ 1,800 p.m. x 12 months) Tribal area allowance ({ 500 p.m. x I 2 months) Taxable allowances 

== 600 
== Nil~ 600 

21,600 
U§QQ 

t 2,640 
t 21,600 

~o 
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Question 3 

Mr. Sagar who retired on 1.10_2024 is r . . ' 
com~uted 60% of hi~ pension and ret~eivmg 5,000 p.m. as pension. On 1.2.2025, he 
required to compute his taxable pens· eived 3,00,000 as commuted pension. You are 

. ion assuming· 
(a) He Is a government employee. · 

(b) He is a private sector emplo ee . retirement. Y and received gratuity of t 5,00,000 at the time of 

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

Question 4 
Mr Ravi retired on 15.6.2024 after co I t' ~tuity of< 15 00 000 At th t' f m~ e ion of 26 years 8 months of service and received 
g , ' . e ime o retirement, his salary was: 

Basic Salary : < 50,000 p.m. 
Dearness Allowance 10,000 p.m. (60% of which is for retirement benefits) 
Commission 1 % of turnover (turnover in the last 12 months was 

1,20,00,000) 

Bonus 25,000 p.a. 

compute his taxable gratuity assuming: 
(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. [SM Q.] 

Question 5~ 
Mr. Gupta retired on 1.12.2024 after 20 years of service and receiv.ed leave salary of 

< 5,00,000. Other details of his salary income are: 
Basic Salary f 5,000 p.m. (f 1,000 was increased w.e.f. 1.4.2024) 

Dearness Allowance t 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: 

(a) He is a government employee. 

(b) He is a non government employee. 

[SM Q.] 

Question 6 
31 2024 

after 25 years of service. Following are 
. f rv·ce on December , , Mr. A retires rom _s~ 1 • t ents for the previous year 2024-25: 

the particulars of hrs rncome/rnves m f 
particulars 1,44,000 

onth for 9 months 
Basic pay@ f 16,000 perm . t benefits) < 8 000 per month 

0 
art of the retrremen ' 

Dearness pay (50 Yo forms P 
for 9 months gnized Provident Fund 6,00,000 

· d from the Unreco 40 000 
I Lumpsum payment receive · 

Deposits in the PPF account 

72,000 



Chapter 3: Income from Salary gn·,sed provident fund, the ernp1~ 
f the unreco 

1 
, • -,

1 

Out of the amount received rom, thereon f 50,000, The emp oree s Conlrj 
contribution was f 2,20,000 and the intere:~ 000 What is the taxable portion of the arn 
was f 2,70,000 and the interest there~n f , nd in the hands of Mr. A for the assess received from the unrecognized provident fu 

year 2025•26? , d mentioned above was a recognised Provident Will your answer be any different if the fun [St., Q.) fund? 
Answer 6 

(1 ) r ux,1blc portion of the amount receive rom c d f th l RPf in the hand of Mr. A for the A.Y. 2025. 
26 1s computed hercL~m~dc~r~: ________________ T _ __ --; 

Amount taxnhlc under the head "Salarfos": 

l mploycr's slwc 111 thc payment received from the LRPF 
Interest on the employer's share. 

Particulars 

fotal 

Amount taxable under the head "Income from Other Sources": 
Interest on the employee's share 

2.20,000 

50,000 

2.70.000 

Total amount taxable from the amount recei\·ed from the fund 

Note: Smee the employee is not eligible for deduction under section 80C for contributi_on lo 
URPr- at the lime or such contribution. the cmployee·s share received from the CRPF 1s not 
taxable at the lime or withdrawal as this amount has already been taxed as his salary incvme. 

(ii) Since the rund is a recognised one, and the maturity is taking place after a service of 25 years. 
the entire amount received on the maturity of the RPF will be fully exempt from tax. Oues tion7 ~ 

60,000 

3,30,000 

Mr. Bis working in XYZ Ltd. and has given the details of his income for the P.Y. 2024-2 5. 
You are required to compute his gross salary from the details given below: [SM Q.] 

Basic Salary t 10,000 p.m. 
DA {50% is for retirement benefits) t 8,000 p.m. 
Commission as a percentage of turnover o .1 % 

Turnover during the year t so,00,000 Bonus 

Gratuity 

His own contribution in the RPF 

Employer's contribution to RPF 

Interest accrued in the RPF @ 13% p.a. 

Question 8 \> '43~ 
cf' 

t 40,000 

t 2s,ooo 
t 20,000 

20% of his basic salary 

t 13,ooo 
Mr Dutta received voluntary retirement compensation oft 7,00,ooo after 

30 of service. He still has 6 years of service left. At the time of voluntary rer Years 4 rnonths 
drawing basic salary~ 20,000 p.m.; Dearness allowance (Which forms Pa~retent, he was 
pm Compute his taxable voluntary retirement compensation, assuming th 

O 
Pay) t 5,ooo 

claim any relief under section 89. at he does not 

[SIVI Q.] 

. 



Cha~t•r 3: Income from Salary 

Questlon9~ . 
Mr, X is_ UPP?1111~d as a Cl·O of AB~' Ltd. in Mumbai from 1.9.2022. His basic salary is t 6,00,000 
p.111. I-le ts pmd 8 1/0 as D.A. I le _conlnbutcs I 0% of his pay and D.A. towards his recognized provident ~···: . ..iJOA~'~·, 

(l1nd and the company contributes the same amount. The accumulated balance in recognized 
provid~nt fund as on I .4.2023, 3_ I :3.2024 and 31.3.2025 is~ 9,81, 137, t 27,43,048 and t 46,48,555, 
rcspcct•_:cly: Compute the perquisite value chargeable to tax in the hands of Mr. X u/s 17(2)(vii) and 
17(2)(v_11n) for the A.Y. 2024-25 and A.Y. 2025-26. Prior to 1.9.2022, he was a consultant, whose 
profcss1onnl fees was taxable under the head "Profits and gains of business or profession". 

Question 10 
A. Mr. D went on a h_oliday on 25.12.2024 to Delhi with his wife and three children (one son 

- age 5 years; twin daughters - age 3 years). They went by flight ( economy class) and 
the total cost of tickets reimbursed by his employer was t 60,000 (t 45,000 for adults 
and { 15,000 for the three minor children). Compute the amount of L TC exempt if Mr. D 
exercises the option of shifting out of the default tax regime provided u/s 115BAC( 1 A). 

s. In the above point A, will there be any difference if among his three children the twins 
were 5 years old and the son 3 years old? Discuss. [SM Q.] 

Answer 10 
A. Since the son's age is more than the twin daughters, Mr. D can avail exemption for all his three 

children. The restriction of two children is not applicable to multiple births after one child. The 
holiday being in India and the journey being performed by air (economy class), the entire 

reimbursement met by the employer is fully exempt. 
B. Since the t\\ ins' age is more than the son, Mr. D cannot avail for exemption for all his three 

children. LTC exemption can be availed in respect of only two children. Taxable 

1 
LTC= 15,000x- = < 5, 000 

3 
LTC exempt would be only { 55,000 (i.e. { 60,000 - < 5,000) 

Question 11 
Compute the taxable value of the perquisite in respect of medical facilities received by Mr. G 

from his employer during the P.Y. 2024-25: [SM Q.] 

Medical premium paid for insuring health of Mr. G L { 7,000 

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

Treatment of Mt Gin a Government hospital L {25 ,000 
{ 12,000 

Treatment of Mr. G's grandfather in a private clinic 1 
Treatment of Mr. G's mother (68 years and dependant) by family doctor, 

Treatment of Mr. G's sister (dependant) in a nursing home, 

Treatment of Mr. G's brother (independent) \ 

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

Expenses of staying abroad of the patient a
nd 

Limit specified by RBI 

Answer 11 
t
. ft xable value of perquisite in the hands of Mr. G 

C omputa wn o a 
• I < Particu ars 

{8 ,000 

< 3,000 

{6 ,000 

< 50,000 

< 30,000 

< 75,000 



Particulars 
Treatment of Mrs. G in a Government hospital d 

d d pendent) abroa Treatment of Mr. G's father (75 years an e 

Expenses of staymg abroad of l 1c pa ien . 1 l' t and attendant 

Less: Exempt up lo limit specified by RBI 

Medical premium paid for insuring health of Mr. G 
Treatment of Mr. G by his family doctor· 

Treatment of Mr. G's mother (dependent) by family doctor 

Treatment of Mr. G's sister (dependent) in a nursing home 

Treatment of Mr. G's grandfather in a private clinic 
Treatment of Mr. G's brother (independent) 
Taxable value of perquisite 

50,000 

30,000 

80,000 

75,000 s,ooo 

s,ooo 
8,000 

3,000 

12,000 

6,000 

39,000 Question 12 . . 

Mr. C is a Finance Manager in ABC Ltd. The company has provided him with rent- free 
unfurnished accommodation in Mumbai. He gives you the following particulars. 
Basic salary t 12,500 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 1.4.2024, he occupied the same only from 1.11.2024. 

(a) Calculate the taxable value of the perquisite for A.Y.2025-26. 

(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 
lease rent of~ 1,200 p.m. and Mr. C is required to pay a rent oft 1,000 p.m. lo the company, for the use of this accommodation. 

{d) Compute the value of the perquisite if ABC Ltd. has provided a television (WDV 
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 1.1.2025. Howev er, 
Mr. C is required to pay a rent of 1,000 p.m. to the company, for the use of thi s furnished accommodation. 

{e) Compute the value of the perquisite if Mr. C is a government employee. The licence fee s 
determined by the Government for this accommodation was~ 700 p.m. [SIi/i Q.) Question 13 

Mr X and Mr. Y are working for Mis. Gama ltd. As per salary fixation norms the f 

11 

. 
pe;quisites were offered: ' 

0 

owing 

(i) For Mr. x, who engaged a domestic servant for 500 per month, his e 
reimbursed the entire salary paid to the domestic servant 1.e. t 500 Per month. lllpioyer 

{ii) For Mr. Y, he was provided with a domestic servant @ t 50Q Per month as 
remuneration package. Part of 

You are required to comment on the taxability of the above in the hands of Mr )( 
who are not specified employees. . · and Mr. Y, 

Answer 13 [SIi/i Q.) 



employer did not reimbu mes an obligation h' ChaB19r. 3: Income from Sal@il In the case of Mr. X, it beco 
·11 b . rse the sam H w ich thee l . and WI e taxable m the hand e. ence the . mp oyee would have d,scharged even if the 

In the case of Mr Y it ca 8 of Mr. X. Thi; is ta~:~i"'"
t
el will be covered under section 17(2)(iv) 

. · ' nnot be co ·ct e m t 1e case of all e l 
employee ,night choose not t I ns, ered as an obi' . mp oyees. 
employees covered by sectiono 

1 
;~;)e ~. domestic servan?;~~n. which the employee would meet. The 

~- (111). Hence, there is s ,s taxable only m the case of specified 
Question 14 y no perqms,te element in the hands of Mr. Y. 

Mr. X retired from the servi ,9'} years and one month. He hces_of M/s Y ltd. on 31 01 2 'f/ received the following on his ad f.°med the company ·0 n ·1 ~
2

~g~:er completing service of 30 
(i) Gratuity < 6,00,000 re irement: . . at the age of 30 years and 

.. . He was covered under th 
(11) Leave encashment of< 

3 30 000 
e Payment of Gratuity Act 1972 

credited 30 days leave for~ 'h for 33o days leave balance · h. ' · ac completed y f rn 1s account. He was 

(iii) As per the scheme of the ear o service. 
30 01 2022 b th company he was ff d . · · Y e company for < 5 ()

0 00 
° ere a car which was purchased on 

him for the car. Company depreciat~s ih 0. ~-ompany has recovered < 2,00,000 from 
Method. e ve icles at the rate of 15% on Straight Line 

(iv) An amount of < 3,00 000 as comm t f (v) Company presented' him a gift vo uha ion of pension for 
21

3 of his pension commutation. 
uc er worth < 6 000 o h · · 

(vi) His colleagues also gifted him a . . , n 1s retirement. 
contribution. Television (LCD) worth < 50,000 from their own 

Following are the other particulars: 

(i) He has drawn a basic salary of < 20 000 0 

period from 01 .04.2024 to 
31 

_
01 

.2o2
5
. and 5o 1/, dearness allowance per month for the 

(ii) Received pension of < 5 000 th f . commutation of pension. ' per mon or the penod O 1.02.2025 to 31.03.2025 after 

Compute his gross total inc_ome from the above for Assessment Year 2025-26 assuming he 

has not opted for the prov1s1ons of section 115BAC. [SM a.] 

Question 15 Shri. Bala employed in ABC Co. Ltd. as Finance Manager gives you the list of perquisites 

provided by the compan y to him for the entire financial year 2024-25: 
(i) Domestic servant was provided at the residence of Bala. Salary of domestic servant is< 

1,500 per month. The servant was engaged by him and the salary is reimbursed by the 

company (employer). In case the company has employed the domestic servant, what is the value of 

perquisite? (ii) Free education was provided to his two children Arthy and Ashok in a school maintained 
and owned by the company. The cost of such education for Arthy is computed at< 900 
per month and for Ashok at < 1,200 per month. No amount was recovered by the 

company for such education facility from Bala. 
(iii) The employer has provided movable assets such as television, refrigerator and air-

conditioner at the residence of Bala. The actual cost of such assets provided to the 

employee is 1, 10,000. (iv) A gift voucher worth < 10,000 was given on the occa~ion of his marriage anniversary. It 

is given by the company to all employees above certain grade: . 
{v) Telephone provided at the residence of Shri Bala and the bill aggregating to < 25,000 

paid by the employer. 



hapter 3: Income from Salary ount outstanding on 1.4.2024 is { 6,00,0
00 

(v\) Hous\ng loan @ 6% per annum. Am . •pal on 5th of each month. · S~ Ba\a pays ~ 12,000 per month towards pnndc1 f 'Mr Bala for the A.Y. 2025-26. · ·t ·n the han so · Compute the chargeable perquisi e 1 
• 

142024 
for housing loan may be taken The \ending rate of State Bank of India as on · · 

[St.,~ 10%. 
Answer15 

. 
. b ABC Co Ltd to Slm Bala Tnxabi\ity of perquisites provided Y · · · 

1 
f ch domestic servant 

· b l loyee and the sa ary o su was 
(i) Domcshc servant was employed Y_ t 1e emp . . fi all categories of employees. 

paid/reimbursed by the employer. lt 1s taxable as perquisite or Taxab\e perquisite value=~ l ,500 x 12 = 18,000. . . . d tl e facility of such servant 1s given to the 

\f the company had employed the domesltc s~rvant an 1 . 

1 
s The value of th 

employee, then the perquisite is taxable only 111 the case of specified emp oyee · 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 m r~pe~t 0 
free education facility shall be determined with reference to the reasonable cost of such e uca ton 
in a similar institution in or near the locality. However, there would be no perquisite if the cost 0 
such education per child does not exceed~ l ,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 (t 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. (iii) Where the employer has provided movable assets to the employee or any member of his 
household, l 0% 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 laptops 
and computers. ln this case, the movable assets are television, refrigerator and air conditioner and 
actual cost of such assets is l, l 0,000. 
The perquisite value would be I 0% of the actual cost i.e.,~ 11,000, being 10% on 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~ l 0,000 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 t 
ree perqms1te. f . . 

a ax (vi) The value of the benefit to the assessee resulting from the provision of interest-:fi concessional loan made available to the employee or any member of his household d _ree or 
relevant previous year by the employer or any person on his behalf shall be determ· udnng the · l d ine as the 

sum equal to the mterest computed at the r~te c 1arge. per annum by the State Bank 
O 

. 
(SBI) as on the l st day of the relevant previous year m respect of loans for the sa f India 
advanced by it. This rate should be applied on the maximum outstanding monthly bal tne purpose 
resulting amount should be reduced by the mterest, 1 any, ac ua y p~1 y hun. 1e 

· 'f t 11 'db · ance and tl "Maximum outstanding monthly balance" means the aggregate outstanding balance for 
1 oan as o th 

last day of each month. 
n e The perquisite value for computation is 10% - 6% = 4% 



Junc,2024 

July, 2024 

August, 2024 

September, 2024 

October, 2024 

November, 2024 

December, 2024 

January, 2025 

February, 2025 

March, 2025 

balance as on last date 
month(') 

5,88,000 

5,76,000 

5,64,000 

5,52,000 

5,40,000 

5,28,000 

5, 16,000 

5,04,000 

4,92,000 

4,80,000 

4,68,000 

4,56,000 

1,920 

1,880 

1,840 

1,800 

1,760 

1,720 

1,680 

1,640 

1,600 

1,560 

1,520 

20,880 
Total value of this perquisite 

J;,~a~

0

; ~1ue of taxable perquisite=< 74,280 (i.e. < 18,000 + < 14,400 + < ll,OOO + < lO,OOO + < 

Note - In case the alternate views are taken for items (ii) & (iv), the total value of taxable perquisite 

would be~ 57,280 [1.e., 18,000 +~ 2,400 + t 11,000 +~ 5,000 +~ 20,880]. 

Question 16 AB Co. Ltd. allotted 1000 sweat equity shares to Sri Chand in June 2024. The shares were 
allotted at< 200 per share as against the fair market value of< 300 per share on the date of 
exercise of option 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? [SM Q.] 

Answer 16 (i) As per section l 7(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 
as reduced by the amount actually paid by, or recovered from, the assessee in respect of such 

shares 

I 
Particulars 

Fair market value of J 000 sweat equity shares@< 300 each 

3,00,000 

2,00,000 

1,00,000 Less: Amount recovered from Sri Chand J 000 shares @ < 200 each 

Value of perquisite of sweat equity shares allotted to Sri Chand 

( 

.. ) A • 

49

(zAA) where capital gain arises from transfer of sweat equity shares, the cost of 
JJ s p~r. s_ect10n h ' h 11 be the fair market value which has been taken into account for 

acqu1s1t10n of such s ares s a_ . 
perquisite valuation under sectwn 1 ?(Z)(vi). · · · . f b ent sale of sweat equity shares by Sri Chand, the cost of acqms1110n 

Therefore, in case o su sequ 



:h1pter 31 lnoome from Salary 
wnultl hl 1 \ 1111 0110 

Quo~HQn 17 

I XI lrl provl<lrnJ llm followl11u porquloll<m to Ito cmplo;on Mr I for 1hr, P I ?.024 2'; 
( 1) Acrom111od11llo11 lnlmn on lonoo by I I Id for ' 15,000 P m, 1 '5,000 Pm, ,~ ,,,,,

11
.,,,,_ 

from lllo 1mlrny of Mr Y 

(2) rumllurr,, for whlcl1 lhn hlro chnrgoa paid by / I ltJ m 1 'i,000 Pm, I Ir, arnr,,int,. 
rncovorocl frorn Um ornploy<Jc In roo~Bct of th{j Aamo 

( l) A Lnr of 1,200 cc wlllch la ow nod by t I Id and gl von lo Mr / lo bf:i u~ed both for r,rr,,_.~ 
nnd f)Drnor inl purponor, All running and malnt0nanca e1pBnao» am full J mm b J tr~ 
omployor I lo lu nlao f)rovlclod wllll a chauffeur 

(4) A om voucher of ~ 10,000 on hlo birthday 

Coinputo lho vnh10 or perqulsllas chargoablo lo lat for the A Y 2025-26, assuming hm salarJ for 
porqulelto valuallon lo Ile i 1 o lakh. [SM Q,] 
Q uostlon 18 

Mi C,oynl receives lhc lollow11w c1110l11mc111s during the previous year ending 31.03 2025 
Bns1c pny ? 4,00 000 
Denrncss Allownncc 

Comm1ss1on ? I 50,000 

1 ntertainmcnt nllownncc 
t 40,000 

Med1cnl cxpensec; reimbursed ? 25 000 
p I' I ro ess1onal tux paid 

1,00,000 

M G . f 2,000 (? 1,000 was paid by his employer) r. oyal contributes ? 5 000 tow d , . . 
Determine the income f' , I ar s recognized provident fund. I le has no other mcome. 

Answer 18 rom sa n1y or A.Y. 2025-26, if Mr. Goyal is a State Government employee. 

Computation of salary of Mr C 
section I ISBAC · oyal for the A.Y.2025-26 under default tax regime under 

Basic Salary 

Dearness Allowance 

Commission 

Pnrticulars 

bntcrtainment Allowance received 

l:.mployce's contribution to RPJ , INotel 

4,00,000 

1,50,000 

1,00,000 

40,000 
Medical expenses reimbursed 

Prolcssional lax paid by the employer 25,000 

Gross Salary --------- ---- - +--- ~li,O~O~O 
Less: Deductions under section l 6(ia) - Standard deduction or upto 7,I 6,000 
t 50,000 

Income from Snlnry 

Note: hnploycc'<; contribut,on lo RPI; is not taxable. 11 is eligible f' . d 6,41 000 
. 01 cdu t' , such deduction shall not be uvndnble under the default tax regime uncte. . c 1011 LJ/s 80c 

1 
~ ___, 

I section I I 5BAc . . lowever, 



con1putation of salary of l\ 1 G Cha t pro,•isions of the Act). r. oynl for the A y 20 Per 
3
: Income from Sal•IY r- . . 25-26 under the optional tax regime (normal 

Particular-s --------,-----,-----

' f 
-
snsic Solnry 

pearness Allowance 

commission 

Entertninment Allowance received 

E01ployee 's contribution to RPF !Note] 

Medical expenses reimbw-sed 

professional tax paid by the employer 

Gross Salary 

Less: Deductions under section 16 

under section 16(ia) - Standard deduction of upto S0,000 

under section I 6(ii) - Entertainment allowance being 

lowest of: 

(a) Allowance received 

(b) One fifth of basic salary [ 1/5 x 4,00,000] 

(c) Statutory amount 

under section 16(iii) - Professional tax paid 

' 

' 

40,000 

80,000 

5,000 

Income from Salary 
Note: Employee's contribution to RPF is not taxable. It is eligible for deduction u/s SOC. 

4,00,0 00 

1,50,000 

1,00,000 

40,000 

-

25,000 

1,000 

7,16,000 

50,000 

5,000 

2,000 

6,59,000 

Question 19 In the case of Mr. Hari, who turned 7& years on 28.3.2025, you are informed that the salary 
(computed) for the previous year 2024-25 is< 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(<) 

2011 - 2012 7, 10,000 1,03,000 

2012 _ 2013 8,25,000 1, 17,000 1,25,000 

Compute the relief available under section 89 and the tax payable for the A.Y. 2025-26. 

9,50,000 

2013- 2014 

Assume that Mr. Hari does not opt for section 115BAC. 

Note: Rates of Taxes: Slab rates of income-tax 

Assessment L--------==-~- -:ir:~=~===::::;.:;.~:-1 
Year for resident individuals of the ag~ of For other resident individuals 

60 years or more at any time during 
the previous year 



:hapter 3: Income from Salary~-

Upto 2,40,000 2012-13 00 
~1 \ \-\2. 2,40,001 - 5,00,0 

2013-14 
Pr\1.-\~ 

2014-15 
~y \~-t\ 

5,00,001 - 8,00,000 

Above~ 8,00,000 

Upto 2,50,000 

2,50,001 - 5,00,000 

5,00,001 - 8,00,000 

Above~ 8,00,000 

Upto 2,50,000 

t 2,50,001 - 5,00,000 

t s,00,001 - 10,00,000 

20% 

30% 

Nil 

10% 

p Q I I 

1,60,001 - t 5,00,0Q 

s,oo,oo1 - 8,00,000 

Above t 8,00,000 

_j 

Upto t 1,80,000 

t 1,80,001 - 5,00,000 

t 5,00,001 - t 8,00,000 

Above t 8,00,000 

Upto t 2,00,000 

t 2,00,001 - t 5,00,000 

20% 5,00,001 - 10,00,000 
Above~ 10,00,000 30% Above~ 

10
,oo,ooo 

h
. h d ation cess@1 % was attracte 

Note - Education cess@2% and secondary and 19 er e uc 
on the income-tax for all above preceding years. ISM Q Question 20 

Mr. Mohit is employed With XY Ltd. on a basic salary of ~ 10,000 p.rn. He is also entitled t 
dearness allowance @100% of basic salary, 50% of Which is included in salary as per tern, 
of employment. The company gives him house rent allowance of~ 6,000 p.rn. Which wa 
increased to 7, ooo P-rn. With effect from O 1. O 1.2025. He a I so got an i ncrern ent of 1 , DO 
P-rn. in his basic salary with effect from 01 .02.2025_ Rent paid by hirn during the previou,

1 

Year 2024-25 is as under: 

April and May, 2024 - Nil, as he stayed With his parents 

. June to October, 2024 - 6,000 P-rn. for an accommodation in Gha2:iabad November, 2024 to March, 2025 - S.Ooo P-rn. for an accommodation in Delhi 
Compute his gross salary for assessment Year 2025-26 assuming he has t d 
provisions of section 115BAc. op e OU!for the 

Ans~er 20 

Computation of gross salary of ilfr. ilfohit for A.y _ 202s-2

6 Particulars 
Basic salary [(~ I 0,000 x IO) + (~ It ,000 '2) ] 

Dearness Allowance (I 00% of basic salaiy) 

House Rent Allowance (See Note below) 
Gross Salary 

[SM Q.] 



0 
e: omputntion of Tnxnblc H Chapter 3: Income 

~-;:-=:;::=--_.:..:.:.;=-=~ o~us~c_!Ricnt All 
Purtlculnrs A . T~::ow~an-:c.:..c ,:<H::R::A~)--.--------

5
11
sic salary per month 

oearncss allowance 
(included in salary as per 
tt:nns of employment) (5Q0

,0 

of basic salary) 

salary per month for the 
purpose of computation or 
house rent allowance 

Relevant period (in months 

Salary for the relevant 
period (Salary per month x 

rele, ant period) 

Rent paid for the releva1.t 

period 

House rent allowance 
(HRA) received duriug 

the relevant period (A) 

Least of the following is 
exempt [ u/s 1 O(l 3A)] 

I. Actual HRA received 

2. Rent paid (-) 10% of 
salary 

3. 40% of salary 
(Residence at Ghaziabad 
- June to Oct, 2023) 
50% of salary 
(Residence at Delhi
Nov, 24 - March, 25) 

Exempt HRA (B) 

pral-Mny, ; Ju 0 nc- ct N D 
(' ) (t ) ov- ec 

Feb-March 

<'> 
10,000 

5,000 

15,000 

2 

30,000 

10,000 

5,000 

15,000 

5 

75,000 

Nil 30,000 

(< 6,OOOx5) 

12,000 30,000 

(< 6,OOOx2) (< 6,0OOx5) 

N.A. 

Nil 

12,000 

30,000 

22,50() 

30,uOO 

(40% X 

< 75,000 

22,500 

7,500 

(~) 

10,000 

5,000 

15,000 

2 

30,000 

10,000 

5,000 

15,000 

l 

15,000 

16,500 

2 

33,000 

I 6,000 8,000 16,000 

(< 8,ooox2 (< 8,ooox 1) (t s,ooox2) 

12,000 7,000 14,000 

(< 6,OOOx2) ({ 7 ,ooox 1) (< 7 ,ooox2) 

12,000 

13,000 

15,000 

(50% X 

< 30,000) 

12,000 

Nil 

7,000 

6,500 

7,500 

(50% X 

< 15,000) 

6,500 

500 

14,000 

12,700 

16,500 

(50% X 

< 33,000) 

12,700 

1,300 

Taxable HRA [Actual HRA 
(-) Exempt HRA] (A-B) 
Taxable HRA ( total) = t I 2,000 + 0 ,500 + t 500 + t I ,JOO = O J ,300 



\\ap\et 3~ \ncome irom Sa\af'I 
t\on 2.~ 

She receives the f o\\owing medica\ ben 

ues 
. . te company. 

Ms. Ra"'h\ \s an emp\o~ee in a pn~a us year 2024-25". ~-----,--

'{om \he compan~ dunng the pre\JIO 

' 

2 

Particu\ars -
d' \ expenses incurred by Ms. 

Re\mbursemen\ of fo\\owing me ,ca Ra\<.hi 

d hter in a private c\inic, 

(f:>..) On treatment of her se\f-emp\oyed aug (B) On treatment of herse\t by farni\y docton 
her, in a h • \aw dependent on 

(C) On treatment ot her mot er-in-nursing home , 
. . p r taken on her hea\th 

Payment of premium on Med1c\aim O icy . " . 3 Medica\ A\\owance \ Medica\ expenses reimbursed on her son's treatment in a 

government hospita\ t-

4 

5 

6 
. on 

Expenses incurred by company on the treatment ot her minor s 

abroad inc\uding stay expenses S Expenses in re\ation to foreign trave\ of Ra\<hi and her son for 

medical treatment Note-limit prescribed by RB\ for expenditure on medica\ treatment 

and stay abroad is USO 2,50,000 per financial year under 

liberali2ed remittance scheme. 

' " ' 
Examine the taxability o1 the above benefits and allowances in the hands of Ra\<hi. 

Answer 21 

Tax treatment o{ medical benefits, a\\owances and Medic\aim premium 

in the hands o{ Ms. Rakhi for A.Y. 2025-26 1. Reimbursement o{ medical expenses incurred by Ms. Rakhi 
(A) 1'he amount of~ 4,000 reimbursed by her employer for treatment of her self-employed 

daughter in a private c\inic is taxable perquisite. 
(B) 1'he amount of~ 8,000 reimbursed by the employer for treatment of Ms. R kh' b 

family doctor is taxable perquisite. 

a 1 
'i 

(C) 1'he amount of 5,000 reimbursed by her employer for treatment of h d 

mother-in-law in a nursing home is taxable perquisite. 
er ependant 

1'he aggregate sum of \ 7,000, specif\ed in (A), (B) and (C) above re· b 

employer is taxable perquisite 

' im ursed by the 

Medi~~\ insurance pren1~\.~m of 7,500 by the employer for insurin h 

.----R_akh, is a \ax free perqu,s1te as per clause (m) of the first proviso to section~ 7(;)~th of Ms . 

Medical allowance of~ 2,000 per month Le.,~ 24,000 p.a. is a fu\\y taxable ll 

1----1--

a owan 

/\.s pct clause (ii)(a) or the first proviso to section \ 7(2), reimbursement of . ce. 

of~ 5,000 on her son's treatment in a hospital maintained by the Govern::~tal expenses 

perquisi\e. _________ ________ 18 a tax free 



As per clause (vi) of the first . 
the employer would be . proviso to section 17( . . . excluded from er . . 2), the followmg expenditure incurred by 
(1) Expenditure on medical tr p qms1te subJect to certain conditions -

employee outs id I . eatment of the em I ' e ndia I< 1 OS OOO . . P oyee, or any member of the family of such 

(
") E d' ' ' , m this case]• 
11 xpen 1ture on travel d , h I an stay abroad f h sue emp oyee for medical treatm O 1 e employee or any member of the family of 

connection with such treatment I< ~1
~;

nd on_e att~ndant who accompanies the patient in 

Tl d

. • ' ,000, m tlus easel 
1e con 1t10ns subject to wl . 1 • uc 1 the above ex end' 

(i) The expenditure on d' p iture would be exempt are as follows-
. . me ical treatment d perqms1te to the extent permitt db R an stay abroad would be excluded from 

.. . e Y eserve Bank of India· 

(u) The expenditure on travel ld ' 
1 

wou be excluded fr · • emp oyee whose o-ross total • om perqu1s1te only in the case of an 
0 

mcome as com t d b c • . does not exceed< 2 lakh. • pu e e,ore mcludmg the said expenditure, 

Since the expenditure on ~ed ical tr t permitted by RBI they would b fun°" ment and stay abroad does not exceed the limit 
Ms. Rakhi and he; minor son b e by exempt. However, the foreign travel expenditure of 
if the oross total income of Mom; J: _ the em player wou Id be excluded from perquisite only 
does n~t exceed< 2 lakh. s. a ,, as computed before including the said expenditure, 

Question 22 Mr. X _is employed with AB Ltd. on. a monthly salary of < 25,000 per month and an 
entertainment allowance and comm1ssIon 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 1.8.2024. 
2. A personal loan of < 5,00,000 on 1.7.2024 on which it charges interest@ 6.75% p.a. 

The entire loan is still outstanding. (Assume SBI rate of interest on 1.4.2024 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 1.5.2021. The motor cycle was finally sold to 

him on 1.8.2024 for< 30,000. 
4. Professional tax paid by Mr. X is < 2,000. 
Compute the income from salary of Mr. X for the A.Y. 2025-26 assuming Mr. X has opted 

out for the provisions of section 11 5BAC. [SM Q.] 

Question 23 Mr. Balaji, employed as Production Manager in Beta Ltd., furnishes you the following 

t information for the year ended 31.0
3.zozs: 

7 (i) Basic salary upto 31.10.2024 oo,ooo p.m 

Basic salary from 01.11.2024 < 
5o,ooo p.m. 

Note: Salary is due and paid on the last day of every month. 

(1

•

1

.) 

11 
e @ 40% of basic salary. d Dearness a owanc . 

0 
t b 2024 on basic salary plus earness 

(iii) Bonus equal to one month salary. paid ,n c 
O 

er 
allowance applicable for that month: d 'd nt fund account of the employee@16% 

t 
recognize prov1 e 

(iv) Contribution of employer 
0 

of basic salary. 



haP.ter 3: Income from Salary 
(v) Professional tax paid t 2,500 of which t 2,000 was paid by the employer. 
(vi) Facility of laptop and computer was provided to Balaji for both _official and Personal 

Cost of laptop 45,000 and computer f 35,000 were acquired by the cornpan: 
01.12.2024. r:_. 

(vii) Motor car owned by the employer ( cubic capacity of engine . exceeds 1.60 litr provided to the employee from 01.11.2024 meant for both official and personal IJ81) Repair and running expenses oft 45,000 from 01.11.2024 to 31.03.2025, Were fi' met by the employer. The motor car was self-driven by the employee. 1~ 
(viii)Leave travel concession given to employee, his wife and three childre_n (one daught aged 7 and twin sons aged 3). Cost of air tickets (econon:y class) re,~~urs~d by thr employer 30,000 for adults and t 45,000 for three children. BalaJr rs eligible f e availing exemption this year to the extent it is permissible in law. or 
Compute the salary ~ncome chargeable to tax in the hands of Mr. Balaji for the assessrnent year 2025-26 assuming he has shifted out for the provisions of section 115BAC. [SM Q.) 

Question 24 _ 

:;~~mte following. details, find out the salary chargeable to tax for the A.Y.2025-26 ' ng he has shifted out for the provisions of section 115BAC-Mr. X is a regul 1 the seal f t ar emp oyee of Rama & Co., in Gurgaon. He was appointed on 1.1.2024 in month : 
0 

b 20,ooo -t 1,000 - t 30,000. He is paid 10% D.A. & Bonus equivalent to one toward~ h~s r:~~d ~n salary _of March every year. He contributes 15% of his pay and D.A. forms part of gfnized_ provident fund and the company contributes the same amount. DA . pay or retirement benefits. 
~e is al~~ provided with following facilities: 
(_? Fac11tty of laptop costing t 50,000. L 
(n) Company reimbursed th · 

dependent on him. e medical treatment bill of his brother of 25,000, who is 
(iii) The monthly salary oft 1 00 
(iv) A gift voucher oft 10 00 ' 0 of a hou~e keep~r is reimbursed by the company. (v) C , 0 on the occasion of his marriage anniversary onveyance allowance of t 1 000 er . . . . rei~bursemen t of conveyance 'spenf on l~utven by the company toward s actual (v1) He is provided personal a .d t . . . company.~- cc1 en policy for which premium of~ 5,000 is paid by the 
(vii) He is getting telephone allowance @"" 500 " per month. Question 25 

[SM Q.] 
~; : NeeraJ, a salaried employee, furnishes the following details for th fi . . e inancIal year 2024-
Particulars 

Basic salary 

Dearness allowance 

Commission 

Entertainment allowance 

Medical expenses reimbursed by the employer 
Profession tax ( of this, 50% paid by employer) 

5,40,0 00 

3,60,0 00 

so,ooo 
7,500 

21,00 0 

4,000 



P,ter 

Health insurance premium paid b ___________ i.__~_j 
. Y employer 

Gift voucher given by employer . on his birthda 

Life insurance premium of Neer . . Y aJ paid by em lo 
LaptoP provided for use at horn A P yer 
of the assessee are also using L~pt~al cost of Laptop to employer Children 

op at home] 

Employer company owns a Marut· S . h 1 6 rt ) · 1 uzuk1 S 'ft more t an . I res. ' which was provided to w1 car (Engine cubic capacity 
personal use. No driver was provided All the assessee, both for official and 

· expenses are t b 
Annual credit card fees paid by em 

1 
• me Y the employer 

are not available] for official purposes; details of usagt ayer [Cred~t card is not exclusively used 

y
0
u are required to compute the inc assessment year 2025-26. Assume h~m~atargeable under the head Salaries for the 

11 SBAC shifted out of default taxation regime u/s 
[RTP NOV-20 Q.] 

Answer 25 computation of income chargeable under the I d "S 1 . 1ea a anes"of Mr. Neeraj for A.Y.2025-26 

particulars 

Basic Salary 

Dearness allowance 

Commission 

Entertainment allowance 
Medical expenses reimbursed by the employer is fully taxable 

Professional tax paid by the employer is a taxable perquisite as per section 17(2)(iv), 
since it is an obligation of the employee which is paid by the employer 

Health insurance premium of Z 9,000 paid by the employer is an exempt perquisite 

[Clause (iii) of proviso to section 17(2)] 
Gift voucher given by employer on Mr. Neeraj birthday [ entire amount is taxable 

since the perquisite value exceeds Z 5,000, as per Rule 3(7)(iv)] 
Life insurance premium of Mr. Neeraj paid by employer is a taxable perquisite as per 

Laptop provided for use at home is an exempt perquisite as per Rule 3(7)(vii) 
section I 7(2)(v) 

. b. acity more than 1.6 litres) owned by 

Provision of motor car ( engine cu ic c_a~ 1 Id b < 28 800 [< 2 400 x 12] 
employer provided to employee, the perquisite va ue wou e , , 

as per Rule 3(2) . er is a taxable perquisite as per Rule 3(7)(v) 

Annual credit_ card fees paid by employ sed for official purposes and details of usage 

smce the credit card 1s not exclusively u 

are not available 

Gross Salary 
Less: Deductions under section 16 d z 50 000 . l 6(ia) lower of gross salary an , 

Standard Deduction as per section ' bl • e Mr Neeraj is not a 

(
deduction not allowa e sine . 

- Entertainment allowance 

5,40,000 

3,60,000 

50,000 

7,500 

21,000 

2,000 

Nil 

12,000 

34,000 

Nil 

28,800 

5,000 

10,60,300 

50,000 

Nil 



~MP1'r ltlncome .from SalarY 

Pl\rtlcul11rs 

Government employee) . 
16

( .. ') 

. )Cl' sect 10ll II I 4 Profossinnnl tnx pnid nllownblc ns deduction ns I · , 

lncome chnr~rnble undrr the hl'1H 11 111 IC. 

1 

I HS I .. •s" 10,06,3 

, . . . ·her received by the emp oyec or by tncin Note: As per Ruic J(7)(iv), the vnluc ol nny gilt m ~ouc
1 
.. 

11 
the emi)loyer shall be determined as 

, • • 1 · )I' otherwise 101 . th ol lus household on ccrcmonrn occnsions < 
1 

, ol' any gin or voucher received b\J L 

r I . n l lowcver the vu UC l • J '•ie sum equnl to the mnount o sue 1 g1 • .' 
000 

. ·iggregatc during the previous Year Wo 

1 employee or hy member or his household below 5•. cus~n ;he gill voucher off 12,000 was rcccii d 
be exempt as per the proviso to Ruic 3(7)(iv). In illl~ 

1 
. · b: ·thday. Since the value of the gift vouch"i 

hy Mr. Neemj from his employer on the occaS1on .
01 

';s is liable to tax as perquisite. The abo:' cxcccds the limit ol~ 5,000, the entire nmount al 1 • c 
solution hns bccn worked out nccordingly. . bl · icw of the I 

• ss Or~ 5 000 1s tax a c m v anguagc An altcmnte view possible is that only the sum Ill exec ' 
1 

· fts uptof 5 000 in the aggreg 

1 
or Circular No.151200 I dated 12. 12.200 I, which Slates that sue 1 gi . uisite 'As per this view ~' 
per annum would be exempt, beyond which it would be taxed as a pcrq d. t 

I 
Id' c 

d. I ti c gross salary an nc sa ary wou be , alue or perquisite "mild be 7,000. Accor mg Y, 1 
I 0.55,300 and I 0,0 l,300, respectively. 

Question 26 ~'® . 

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 
2025-26. Assume he has shifted out of default taxation regime u/s 11 SBAC 
(i) Basic salary is t 70,000 per month. 

(ii) Dearness allowance @ 40% of basic salary 

(iii) He is provided health insurance scheme approved by IRDA for which< 20,000 incurr ed 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 2024. The shares were allotted at 
< 450 per share and the fair market value on the date of exercising the option by Mr. Samaksh was t 700 per share. 

(vi) He was provided with furniture during September 2020. The furniture is used at his 
residence for personal purpose. The actual cost of the furniture was < 1, 10,000. On 
31st March, 2025, 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 
01.04.2024 is < 15 Lakhs. < 50,000 1s paid by Mr. Samaksh every quarter toward s 
principal starting from June 202'$-. The lending rate of SBI for similar loan as on 01.04.2024 was 8%. 

(ix) Facility of laptop costing< 50,000 [MTP Q.] 
Answer 26 

Computation or income under the head "Sahirics" of Mr. Sanrnksh for the A y 
2025 26 -,_ 

Particulars 

-r---.! Basic 5alary l no,ooo x 12 months I 
Dearness allowance l40°/0 ol'~ 8.40,000] 8,40,000 

3,36,ooo 

. .,., .. ,,,. irg 1 ~ 



entertainment allowance 

Jnterest on housing loan given at . perquisite, since the amount of I concessional rate, would be 
computation, the lending rate of SB!oan 1exceeds 20,000, For 

'd . d Th . . on .4.2024 @83/c h b 
conSI e1e . us, perquisite value would bed . • as to e 
_ 4_5o/o) (See Working Notel etermmed@ 3.5% (8o/o 

. mp oyet [tax free perquisite] J,Jealth insurance premium paid by the e 1 . 

Gift voucher on the occas10n of his man-ia . 
3(7)(iv), the value of any gift or voucl ge anniversary [As per Rule 
received by the employee or by member ~;~.

0
•·11 token in lieu of gift 

· t d · 15 ousehold exceeding~ 
5,0100 )in aggrega e unng the previous year is fully taxable] (See note 

bC oW 
.Allotment of sweat equity shares 

Fair market value of 800 sweat equity shares @ t 700 each 

Less: Amount recovered @ t 450 each 

(Jse of furniture by employee 
10% p.a. of the actual cost of~ 1, 10,000 

(Jse of Laptop 
facility of use of laptop is not a taxable perquisite 

Transfer of asset to employee 
Value of furniture transferred to Mr. Samaksh 

Less: N orrnal wear and tear @I 0% for each completed year of usage 
on SLM basis [I, I 0, 000 x I 0% x 4 years ( from September 2020 to 

September 2024)] 

Gross Salary 
Less: Standard deduction u/s 16 [Actual salary or 50,000, whichever 

is less] 

Net Salary 

5,60,000 

3,60,000 2,00,000 

) J ,000 

Nil 

1,10,000 

44,000 66,000 

15,22,291 

50,000 

14,72,291 

Computation of perquisite value of loan given at concessional rate 
For computation, the lending rate of SB! on 1.4.2024 @8% has to be considered. Thus, perquisite 

value would be determined@ 3.5% (8% - 4.5%) 

Working Note: 

Month Maximum outstanding balance as on last date 
Perquisite value at 

3.5% for the month (t) 

April, 2024 

May, 2024 

June, 2024 

July, 2024 

August, 2024 

September, 2024 

of month (t) 4,375 
] 5,00,000 4,375 

] 5,00,000 4,229 

14,50,000 4,229 

14,50,000 4,229 

14,50,000 4,083 

14,00,000 



14,00,000 

14,00,000 
4,083 

November, 2024 

13,50,000 
3,937.so 

December, 2024 

13,50,000 3,937.so 
January, 2025 

13,50,000 3,937.so 
February, 2025 

13,00,000 3,792 
Mnrch, 2025 

'I 'I Tolnl vnluc of I his pc.-quisilc '{ 

5 

OOO · 

1 

bl I 

I ti m in excess of , is axa e. n such a c Note: An altcrnale view possible is lhat on Y ,e su 
I 

d net salary would be'{ 15,17 291 
lhc value of perquisite would be f 5,000 and gross sa ary an ' and 
14,67 ,291, respectively. 

Question 27 

You are required to compute the income from salary of Mr. Raja u_nder default taxati0ti 
regime from the following particulars for the year ended 31-0_3-2025-

(i} He retired on 31-12-2024 at the age of 60, after putting in 25 years and 9 months~ 
service, from a private company at Delhi. 

(ii) He was paid a salary of r 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. 

(iii) On retirement, he was paid a gratuity of < 3,50,000. He was covered by th~ 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, 15,000 was 
received by him in this regard. Employer allowed 30 days leave per annum. 

(v) He is receiving <5,000 as pension. On 1.2.2025, he commuted 60% of his pension 
and received~ 3,00,000 as commuted pension. 

(vi) 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. ' [MTP Q./SM] Answer 27 

Computation of income under the head "Salaries" of Mr. Raja under default tax regime for the A.Y.2025-26 

Particulars 

Basic Salary==~ 25,000 x 9 months 

House Rent Allowance == ~ 6,000 x 9 months 
[Fully Taxable under default tax regime] 
Gratuity 

Less: Least of the following exempt under section I 0( I O)(ii) 

(i) Actual Gratuity received~ 3,50,000 

(ii) 15 days salary for every year of completed service (15/26 xt 25,000 
X 26] t 3,75,000 

(iii) Notified limit t 20,00,000 

Leave cncashment 

Less: Least of the following exempt under section I 0( I OAA) 

t t 

2,25,0 00 

54,0 00 

3,so,ooo 

3,50,000 
Nil 



(O t 2s,oo,ooo 

(
ii) Lenvc salary actually received t 3 15 0 I I 00 

(ii i) t 2,50.000, being IO months' salary x t 25 000 

(iv)Cash equivalent of!eave standing t 11 ' . 
on the average salary of last IO ,na 

1
1e credrt of the employee based 

. ) ('. ont 1s' (max 30 d 
service 1or every year of actual s . · ays per year of 
from whose service he has retired ervicc rendered for the employer 

375/30 X f 25,000 < 3, 12,500 
[Leave Que == Leave allowed Leave taken] 
:cc 750 (30 days per year x 25 years) _ 375 days ( 15 days x 25) 

:::: 375 days] 
vncommuted Pension received [< 5 000 x 1) + ('J' 5 000 2 ' ' , X X 40%) 

commuted Pension received 
Less: Exempt under section 10( I OA) 

l '3 x f 3,00,000/60% x I 00%) 
Gift Vouc?er [As ~er Rul~ 3(7)(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] 
Mobile Phone received as gift from colleagues (Neither taxable under the 
head "Salaries" nor "Income from other sources", since taxability 
provisions under section 56(2)(x) are not attracted in respect of mobile 
phone received from colleagues, as mobile phone is not included in the 

definition of "property" thereunder) 

Gross Salary 
Less: Standard deduction u/s l 6 [Actual salary or f 75,000, whichever is 

Jess] 

3,00,000 

1,66,667 

Nil 

4,86,333 
75,000 

4,11,333 

Net Salary 

Question 28 . . Ms. Akansha, a salaried employee, furnishes the following details 

for the financial year 

2024-25: Particulars 

Basic salary 
Dearness allowance 

Commission 
Entertainment allowance 
Medical expenses reimbursed by the employer 
Profession tax (of this, 50% paid by employer) 

Health insurance premium paid bY employer 
loyer on her birthday 

I Gift voucher given by emP 'd by employer 
Life insurance premium of Akansha pa1 I ost of Laptop to employer 

I 
t home Actua c 

Laptop provided for use a · sin the Laptop at home] . 

I 
Children of the assessee are also S g ki Swift car, which was provided 

Marut1 uzu 
Employer company owns a 

t 
6,20,000 
4,20,000 

75,000 
9,000 

18,000 
4,000 
8,000 

10,000 
26,000 
45,000 



~l!ler 3: Income from Salary d personal use. 

Driver was also provide · , d (Engine cubic cop 
to the assessee, both for offl~lal an . acity moro than 1.6 litres). All 

expenses are met by the employer [Credit cord is not oxclusively 
'd by employer . bl J , • Annual credit card fees pai . f sage are notava1la e . 

used for official purposes; details .
0 

u h geable under the head Salaries for t• 
You are required to compu e s tax under default tax regime. 

t the income c ar • •1e assessment year 2025-26 if she pay 

Answer 28 the head "Salaries"of Ms. Akansha for A.Y.202
5
.~ Computation of income chargeable uocicr 

under default tax regime 

L
----------~ P~a~rt~ic~u~h~•r~s ___________ 7r-~: Basic Salary 

Dearness allowance 

Commission 

Entertainment allowance 

Medical expenses reimbursed by the employer is fully taxable . 

Professional tax paid by the employer is a laxable perquisite as per section 
17(2)(iv), since it is an obligationof the employee which is paid by the employer 

Health insurance premium oft 8,000 paid by the employeris an exempt perquisite [Clause (iii) of proviso to section 17(2)] 

Gift voucher given by employer on Ms. Akansha birthday (entire amount is 
taxable since the perquisite valueexceeds {5,000) as per Rule 3(7)(iv) 

Life insurance premium or Ms. Akansha paid by employeris a taxable perquisite as per section I 7(2)(v) 

Laptop provided for use at home is an exempt perquisite as per Rule 3(7)(vii) 
Provision of motor car with driver (engine cubic capacity more than 1.6 litres) 
owned by employer to employee, the perquisite value would be { 39,600 [{ (2,400+ 900) x I 2]as per Rule 3(2) 

Annual credit card fees paid by employer is a taxable perquisite as per Rule 
3{7)(v) smce the credit card is not exclusively used for official purposes and detaJ!s of usage are not available 
Gross Salary 

Less: Deductions under section 16 

- Standard Deduction as per section I 6(ia) 
Income chargeable under the head "Salaries" 

6,20,000 
4,20,000 

7s,o00 
9,ooo 

I 8,000 

2,000 

Nil 

10,000 

26,ooo 

Nil 

1,000 

12,26,600 

. . II,Sl,600 
Note: As per Rule 3(7)(,v), the value or any g,n or voucher received by the en 

1 
of his household on ceremonial occasions or otherwise from the employer shai!Pb~~ee or by member 
sum equal to the amount or such gift. However, lhe value of any gift or v h eterm,ned as the 
employee or by member or his household below t 5,000 in aggregate during t~uc er. received by the 
be exempt as per the proviso to Rule 3(7)(iv). In I his case, lhe gift voucher of; j~evious Year Would 
by Ms. Akansha from her employer on the occasion or her birthday. ,Ooo Was received 
Since the value of the gin voucher exceeds the limit oft 5,000, the entire 

7s,ooo 

liable to tax as perquisite. The above solution hasbeen worked out according~
100

nt oft J 0,00o is 
An alternate view possible is that only the sum in excess on 5,0oo is taxable. . 
of Circular No. I 5/200 I dated 12.12.200 I, which states that such gifts Upto f 

1
~ Vtew of the Ian 

,Ooo in ti guage 
1e aggre at 



per 
11

111111m ~ould cxcmpl, beyond which ii would be taxed as a perquisite. As per this view, 
ihc vnluc of pcrq111s1tc would he " 5,000. Accordingly, the gross salary and ncl salary would be " 

12
,21.<>00 1111d 11,71,600, rcspc,tivuly. 





















































































































Income from Other Sources 

Question 1 

Answer 1 

Rahul, a resident Indian, holding 28% of equity shares in a company, took a loan of ? 

5,00,000 from the same company. On the date of granting the loan, the company had 

accumulated profit of 4,00,000. The company is engaged in some manufacturing activity. 

() Is the amount of loan taxable as deemed dividend, if the company is a company in wnicn 

the public are substantially interested? 

(iü) What would be your answer, if the lending company is a private limited company (1.e. 

which is not a company in which the public are substantially interested)? 

Chapter 7: Income from Other Sources 

Question 2 

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. 

CHAPTER 

(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 lending 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. 

Particulars 

a) Directors fees from a company 

(b) Interest on bank deposits 

7 

ueiddu hold ce. 

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., 4,00,000 and not the amount of loan which is 5,00,000. 

(c) Income from undisclosed sources 

(d) Winnings from lotteries (Net) 

(e) Royalty on book written by him 

() Lectures in seminars 

[SM Q.] 

From the following particulars of Gani Bhai for the previous year ended 31st March., 2025. 

Compute the income chargeable under the head "Income from other sources": 

Lg) Interest on loan given to a relative 

10,000 

3,000 

12,000 

35,000 

9,000 

5,000 

7,000 
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Chapter 7: Income from Other Sources 

(h) Interest on debenture of a company 
() Interest on post office Saving Bank Account 
) Interest on government securities 

100 

|(k) Interest on monthly income scheme of Post Office 

He paid ? 1,000 for typing the manuscript of book written by him. 
Question 3 

Answer3 

The following details have been furnished by Mrs. Hemali pertaining to the year ended 31.3.2025: 
() Cash gift of 51,000 received from her friend on the 0Ccasion 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. 
(i) When she celebrated her daughter's wedding on 21.2.2025, 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 Compute the income, if any, assessable as income from other sources. 

Question 4a 

52,000. 

3,600 

() Any sum of money received by an individual on the occasion of the marriage of the individual is 
exempt. This provision is, however, not applicable to a cash gift received during a wedding 
function celebrated on completion of 60 years of age. 

2,200 
33,000 

The gift of 51,000 received from a non-relative is, therefore, chargeable to tax under section 
56(2)\(x) in the hands of Mrs. Hemali, since the same exceeds 50,000. 

money. 

500 

(ii) The provisions of section 56(2)(x) are not attracted in respect of any sum of money or property 
received from a relative. Thus, the gift of diamond necklace received from her sister, being a 
relative, is not taxable under section 56(2)(x), even though jewellery falls within the definition of 
"property". 

which 70,000 are from relatives and balance from friends. (2) On 12.9.2024, she has received gift of (3) A cel phone worth 21,000 is gifted by 

(iii) To be exempt from applicability of section 56(2)(x), the property should be received on the 
occasion of the marriage of the individual, not that of the individual's son or daughter. 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 

Check the taxability of the following gifts received by Mrs. Rashmi during the previous year 
2024-25 and compute the taxable income from gifts for ASsessment Year 2024-25: 

25.10.2024. 

[SM Q.J 

(1) On the occasion of her marriage on 14.8.2024, she has received 90,000 as gift out of 
18,000 from cousin of her mother.T her friend on 15.8.2024. (4) She gets a cash gift of 25,000 from the elder brother of her husband's grandfather on (5) She has received a cash gift of 12,000 from her friend on 14.4.2024. T 



Question 5 o 
Mr. A, a dealer in shares, received the following without consideration during the P.Y. 2024 

25 from his friend Mr. B, -

(1) Cash gift of 75,000 on his anniversary, 15th April, 2024. 
(2) Bullion, the fair market value of which was 60.000, on his birthday, 19th June, 2024. 

(3) A plot of land at Faridabad on 1st July, 2024, the stamp value of which is5 lakh on that 
date. Mr. B had purchased the land in April, 2009. 

Mr. A purchased from his friend Mr.C, who is also a dealer in shares, 1000 shares of X Ltd. 
600 each on that 400 each on 19th June, 2024, the fair market value of which was 

date. Mr. A sold these shares in the course of his business on 23rd June, 2024. 

Further, on 1st November, 2024, 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, 2024 was 32 lakh and on the date of booking was 23 lakh. He had paid ? 1 

lakh by account payee cheque as down payment on the date of booking. 

On 1st March, 2025, 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" forA.Y. 2025-26. 

Question 6 
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. 

(iü) 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. 

(iiüi) 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 45,000 (FMV) from his nephew on the same day. 

Answer 6 

Chapter 7: Income from Other Sources 

(iv) Kishan HUF gifted a car to son of Karta for achieving good marks in XII board 
[SM Q.] 

examination. The fair market value of the car is 5,25,000. 

(i) 

Taxable/ 

(111) 

Non 
taxable 

Taxable 

(i1) Non- taxable 

Taxable 

CA Bhanwar Borana 

[SM Q.] 

Amount 

liable to tax 

() 

Reason 

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 Akhl 

HUF, since she is not a member of Akhil HUF, 

Nil| Immovable property received without consideration by a HUF 

from its relative is not taxable under section 56(2)(x). Since 

Nitisha is a member of the HUF, she is a relative of the HUF. 

However, income from such asset would be included in the 

hands ofNitisha under 64(2). 

55.000As per provisions of section 56(2)(x), in case the aggregate fair 

market value of property, other than immovable property, 

received without consideration exceeds 50,000, the whole of] 
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(iv)Non-taxable 

Question 7 

102 

|the aggregate value shall be taxable. In this case, the aggregate |fair market value of shares (? 10,000) and jewellery exceeds 50,000. Hence, the entire amount of 55.000 shall be 

Answer7 

taxable. 

Nil| Car is not included in the definition of property for 
of section 56(2)(*), therefore, the same shall not be taxable, 

Mr. Hari, , a property dealer, sold a building in the course of his business to his friend Rajesh, 
who is a dealer in automobile spare parts, for 90 lakh on 1.1.2025, when the stamp duty 

value was 150 lakh. The agreement was, however, entered into on 1.9.2024 when h stamp duty value was 140 lakh. Mr. Hari had received a down payment of ? 15 lakh by crossed cheque from Rajesh on the date of agreement. Discuss the tax implications in fha hands of Hari and Rajesh, assuming that Mr. Hari has purchased the building for 75 lakh 
on 12th July, 2023. 
Would your answer be different if Hari was a share broker instead of a property dealer? 

Case 1: Tax implications if Mr. Hari is a property dealer In the hands of the seller, Mr. Hari 

card, debit 

the purpose 

In the hands of the buyer, Mr. |In the hands of Hari, the provisions of Since Mr. Rajesh is a dealer in automobile spare parts, 

section 43CA would be attracted, since the|the building purchased would be a capital asset in his 

|building represents his stock-in-trade and he hands. The provisions of section 56(2)(*) would be 

|has transferred the same for a consideration attracted in the hands of Mr. Rajesh who has received 

less than the stamp duty value; and the stamp immOvable property, being a capital asset, for 

duty value exceeds 110% of consideration. |inadequate consideration and the difference between 

Rajesh 

Under section 43CA, the option to adopt the|the consideration and stamp duty value exceeds 
stamp duty value on the date of agreement 9,00,000, being the higher of 50,000 and 10% of 

[SM Q.) 

can be exercised only if whole or part of the consideration. Therefore, ? 60 lakh, being the| 

consideration has been received on or before difference between the stamp duty value of the 

the date of agreement by way of account |property on the date oi registration (i.e.. 150 lakh) 

Therefore, ? 75 lakh, being the difference between the stamp duty value on the date of transfer i.e., 150 lakh, and the purchase 

payee cheque or draft or by use of ECSand the actual consideration (i.e., 90 lakh) would be 

|through a bank account or through credit| taxable under section 56(2)(x) in the hands of Mr. 
(Immediate payment Service), UPI (Unified made by crossed cheque and not account payee 

card, net banking, IMPS Rajesh, since the payment on the date of agreement is 
Payment Interface), RTGS (Real Time Gross cheque/draft or ECS or through credit card, debit card, 

Settlement), NEFT (National Electronic net banking, IMPS (Immediate payment Service), UPI 

Funds Transfer), and BHIM (Bharat Unified Payment Interface), RTGS (Real Time Gross 

Interface for Money) Aadhar Pay on or Settlement), NEFI (National Electronic Ed 

|before the date of agreement. In this case, since the down payment of 15 lakh is |Aadhar Pay. 
Transfer), and BHIM (Bharat Interface for Money) 

received on the date of agreement by croSsed cheque and not account payee cheque, the option cannot be exercised. 

CA Bhanwai 



In the hands of the seller, Mr. Hari 

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 

In the hands of the seller, Mr. Hari 

Case 2: Tax implications if Mr. Hari is a share broker 

Question 8 

Chapter 7: Income from Other Sources 

In the hands of the buyer, Mr. 
Rajesh 

In case Mr. Hari is a share broker and not a propertyThere would be no difference 1n the 

dealer, the building would represent his capital asset taxability in the hands of Mr. Rajesh, 

and not stock- in-trade. In such a case, the provisionswhether Mr. Hari is a property dealer or a 

of section 50C 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 fulfilling 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). 

Thus, 75 lakh, being the difference between the Therefore, the provisions of section 56(2)(×)| 

stamp duty value on the date of registration (i.e., would be attracted in the hands of Mr. Rajesh 

150 lakh) and the purchase price (i.e., 75 lakh) who has received immovable property, being 

a capital asset, for inadequate consideration 

would be chargeable as short-term capital gains. 
and the difference between the consideration 

and stamp duty value exceeds 9,00,000, 

(i) Dividend on shares 

In the hands of the buyer, Mr. 

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., 7 150 lakh) 

consideration has been received on or before the date and the actual consideration (i.e., 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 

IMPS (Immediate payment 

|RTGS (Real Time Gross Settlement), NEFT (National ECS or through credit card, debit card, net 

|Electronic Funds Transfer), and BHIM (Bharat banking, 

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 

Pay. 
|of agreement by crossed cheque and not account| BHIM (Bharat Interface for Money) Aadhar 

|Payee cheque, the option cannot be exercised. 

Examine under which heads the following incomes are taxable: 

(iv) Rental income of machinery 

Rajesh 

() Rental income in case property held as stock-in-trade for 3 years 

() Salary received by a partner from his partnership firm 

(vi) Salaries payable to a Member of 
Parliament 

() Winnings from lotteries by a person having the same as business activity 

[SM Q.] 
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being the higher off 50,000 and 10% of 
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Chapter 7: Income from Other Sources 
(vi) Receipts without consideration 
(Vin) In case of retirement, interest on employee's contribution if provident und (ix) Rental income in case of a person engaged l in the business of letting out of properties, 

Answer 8 

) 

104 

unrecognized. 

Particulars 

(i) Dividend on shares 

(vi) 

Rental income in case property held as| Income from house property stock-in trade for 3 years 

(iin) Salary by partner from his partnership fim Profits and gains of business or profession (iv) Rental income of machinery (See Note Profits and gains of business or professiom 
below) 

Income from other sources (v) Winnings from lotteries by a person having| Income from other sources 
the same as business activity 

Question 9 

Salaries payable 
Parliament 

(viii) In 
(vii) Receipts without consideration 

Head of Income 

Income from other sources 

to a Member of Income from other sources 
case of retirement, 

employees contribution if provident fund 
interest 

is unrecognized 

Income from other sources 

(xi) Rental income in case of a person engaged Profits and gains from business or profession 
in the business of letting out of properties 

on Income from other sources 

Note - As per section 56(2)(ii), 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 

"Profits and gains of business or profession". 
On 10.10.2024, 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 2015-16. Out of this interest, 1,50,000 relates to the financial year 2016-17; 1,65.000 to the 

financial year 2017-18; and 1,85,000 to the financial year 2018-19. He incurred 50.000 

by way of legal expenses tO receive the interest on such enhanced compensation. 
How much of interest on enhanced conmpensation would be chargeable to tax for the 

assessment year 2025-26? Answer 9 

[SM Q.] 

shall be permissible from such Income. 

Section 145B 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 

10of accounting followed by the assessee and irrespective of the financial year to which it relate 
Section 56(2)(vii) 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 other deduction 

Therefore, legal expenses incurred to receive the interest on enhanced compensation would not be 

allowed as deduction from such income. Computation of interest on enhanced compensation taxable as "Income from other sources» o 

the A.Y 2025-26: 

CA Bhanwar Bora 



Interest on enhanced compensation taxable u/s 56(2)(vii) 
Less: Deduction under section 57(iv) (50% x * 5,00,000) 

Toxable interest on enhanced compensation 

Question 10 
Evamine the following transactions in the context of Income-tax Act, 1961: 

3.00,000 when the market price was 
shares for Mr. B was computed at 
securities transaction tax. 

Particulars 

Answer 10 

Chapter 7: Income from Other Sources 

A Mr. B transferred 500 shares of R (P) Ltd. to M/s. B Co. (P) Ltd. on 10.10.2024 for < 
5,00,000. The indexed cost of acquisition or 

4,45,000. The transfer was not subjected to 

Determine the income chargeable to tax in the hands of Mr. Band M/s. B Co. (P) Ltd. 
because of the above said transaction. 

(i) Mr. Chezian is employed in a company with taxable salary income of 5,00,000. He 
received a cash gift of ? 1,00,000 from Atma Charitable Trust (registered under section 
12AB) in December 2024 for meeting his medical expenses. 

5,00,000 

Is the cash gift so received from the trust chargeable to tax in the hands of Mr. Chezian? 

2,50,000 

(0) Any movable property received for inadequate consideration by any person is chargeable to tax 
under section 56(2)(x), if the difference between aggregate Fair Market Value of the property and 
consideration exceeds 50,000. 

Question 11 la 8 

2,50,000 

Thus, share received by M/s B. Co. (P) Ltd. from Mr B for inadequate consideration is 
chargeable to tax under section 56(2)(*) to the extent of? 2,00,000. 

[SM Q.] 

As per section 50CA, 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. 

(0 

The full value of consideration ( 5,00,000) less the indexed cost of acquisition ( 4,45,000) 
would result in a long term capital gains of 55,000 in the hands of Mr. B. 

(ii) 

(ii) The provisions of section 56(2)(x) would not apply to any sum of money or any property 
received from any trust or institution registered under section 12AB. Therefore, the cash gift of 

(in) 

1 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)\(×) in the hands of 
Mr. Chezian. 

Mr. Ganesh received the following gifts during P.Y. 2024-25 from his friend Mr. Sundar 

Cash Gift of 51,000/-on his birthday, 19h June, 2024 

CA Bhanwar Borana 

On 15th February, 2025, he sold 100 shares of Alpha Ltd for ? 1,00,000/-. 

50 Shares of Beta Ltd, the FMV of which was 60,000 on his birthday, 19th 
June, 2024 
100 shares of Alpha Ltd, FMV Ltd of which was 70,000 on the date of 

transfer. The gift was received on the occasion of Diwali. Mr. Sundar had 
originally purchased the shares on 10.08.2024 at a cost of 50,000/ 

Further on 20th November, 2024, Mr. Ganesh purchased land from his sister's mother 

in-law for 5.00,000/-. The stamp value of land was 7,00,000/-. 

Compute the Income of Mr. Ganesh chargeable under the head "ncome from Other 

Sources" and "Capital Gains" for A.Y. 2025-26 
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Question 12 
Karan's bank account shows the following deposits during the financial year 2024-25 
Compute Karan's (aged 45 years) total income for the A.Y. 2025-26. assuming theat tis 

income from house property (computed) is 
(0) Gift from his sister in Amsterdam 

106 

(i) Gift from his friend on his birthday 
(i) Dividend from shares of various Indian companies (v) Gift from his mother's friend on his engagement (V) Gift from his fiancée 
(vi) Interest on bank deposits (Fixed Deposit)(Gross) Question 13 

Consideration 
SDV 

Question 14 

SDV on the date of 
agreement 

X acquires a commercial flat from Y on December 16, 2024. Cost of acquisition and stamn 
duty value are as folows -

SDV on the date of registration 
Consideration for 

Discuss tax implication in hands of X & Y. 

acquiring property from Y 

Case 1 

4,00,000 
4,39,000 

Whether advance is 

Question 15 

paid by Ac payee cheque/DD/ECS upto date of agreement 

Case 1 

4,00,000 

4,70,000 

Case 2 

3,81,000 

4,00,000 

Yes 

4.46,000 

X acquires an immovable property from Y during Dec. 2024. Relevant data is given below -
4,00,000 

4,70,000 

Case 2. Case 3 

3,81,000 

Discuss tax implication in hands of X& Y. 

Case 3 

4,00,000 

NO 

4,70,000 

4,90,000 

Case 4 

4,27,500 

Yes 

62,000. 
7 2,30,000 

7 10,000 

Case 4 

7 12,600 

25,000 
75,000 

7 25,000 

NO 

6,00,0006,00,000 
Case 5 

6,59,000 6,80,000 

4,50,000 4,50,0007,00,000 
Case 5 

4,90,0007,80,000 
4,27,5007,10,000 

NO 

Examine whether the following incomes are chargeable to tax, and so, Compute the 

amount liable to tax: 

CA Bhanwan 



() Arvind received i 20,000 as his share from the income of the HUF. 

(i) Mr. Xavier, a 'Param Vir Chakra' awardee, who was formerly in the service of the 

Central Government, received a pension of 2,20,000 during the financial year 2023-24. 

Answer 15 

S. 

No. 

() 

(1) 

Question 16 

Answer 16 

Taxable/Not 
Taxable 

Question 17 

Not Taxable 

Not Taxable 

Answer 17 

Amount 
liable to tax 

Chapter 7: Income from Other Sources 

) 

Reason 

[SM Q.J 

Examine with reasons in brief whether the following statements are true or false with 

reference to the provisions of the Income-tax Act, 1961: 

Share received by member out of the income of the HUF is 

exempt under section 10(2). 

(i) Pension received by a recipient of gallantry award, who was a former employee of 

[SM Q.] 
Central Government, is exempt from income-tax. 

Pension received by Mr. Xavier, a former Central 

Government employee who is a 'Param Vir Chakra' 

awardee, is exempt under section 10(18). 

.(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 "Param Vir 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. 

[SM Q.] Compensation on account of disaster received from a local authority by an individual or 

his/her legal heir is taxable. Examine the correctness of the statement with reference to the 

provisions of the Income-tax Act, 1961. 

The statement is not correct. As per section 10(10BC), any amount received or receivable as 

compensation by an individual or his/her legal heir on account of any disaster from the Central 

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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Advance Tax, Tax Deduction at 
Source and Introduction to Tax 

Collection at Source 

Question 1 

Answer 1 

Mr. A, the employer, pays gross salary including allowances and monetary perquisites 
amounting to 7,30,000 to his General Manager. Besides, the employer provides non 
monetary perquisites to him whose value is estimated at 1,20,000. The General Manager 
is exercising the option to shift out of the default tax regime and pay tax under the optional 
tax regime as per the normal provisions of the Act. What is the tax implication in the hands 
of Mr. A, the employer and General Manager, the employee? 

Gross salary, allowances and monetary perquisites 
Non-Monetary perquisites 

Chapter 11: Advance Tax, TDS and Introduction to TCS 

Less: Standard deduction under section 16(ia)io 

Tax Liability 
Average rate of tax ( 75,400 / 8,00,000 x 100) 

Alternatively, Mr. A can pay tax on non-monetary perquisites as under 

perquisites =9.4259% of 1,20,000 = 11,310 

Balance to be deducted from salary = 64,090 

CHAPTER 

Question 2 

11 

7,30,000 

1.20,000 

8,50,000 

CA Bhanwar Borana 

50,000 

Mr. A can deduct 75,400 at source from the salary of the General Manager at the time of payment. 
Tax on non-monetary 

8,00,000 

75,400 
9.425% 

n If Mr. A pays tax of* 11,310 on non-monetary perquisites, the same is not a deductible expenditure 

as per section 40(a). The amount of tax paid towards non-monetary perquisite by the employer, 

however, is not chargeable to tax in the hands of the employee as per section 10(10CC). 

Examine the TDS implications under section 194A in the cases mentioned hereunder 

(i) On 1.10.2024, Mr. Harish made a six-month fixed deposit of 10 lakh@9% p.a. with 

ABC Co-operative Bank. The fixed deposit matures on 31.3.2024. 

ala (i) On 1.6.2024, 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 28.2.2025. 

(ii) On 1.10.2024. 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 31.3.2025. SM-Q1 
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Answer 2 

) ABC Co-operative Bank has to deduct tax at source@10% on the interest off+ 4 45,000 ( lakh x A) under section 194A. The tax deductible at source under section 194A from such (i) XYZ Bank has to deduct tax at source@10% u/s 194A, since the aggregate interest on ixed 
deposit with the three branches of the bank is ? 60,750 (3,00,000 x 3 x 9% 

9|12\, which 
exceeds the threshold limit of 40,000. Since XYZ Bank has adopted CBS, the aggregate 1nterest 
credited/paid by all branches has to be considered. Since the aggregate interest of 60]50 

interest is, therefore, 4,500. 
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exceeds the threshold limit of 
(i) No tax has to be deducted under section 194A by PQR Bank on the interest of 28,000 falling 

due on recurring deposit on 31.3.2025 to Mr. Rajesh, since such interest does not exceed the Question 3 
threshold limit of 40,000 

ABC Ltd. makes the following payments to Mr. X, a contractor, for contract work during the P.Y.2024-25 
7 20,000 on 1.5.2024 
7 25,000 on 1.8.2024 

Answer3 

7 28,000 on 1.12.2024 On 1.3.2025, a payment of 

Answer4 

40,000, tax has to be deducted@10% u/s 194A. 

Discuss whether ABC Ltd. is liable to deduct tax at source under section 194C from 
payments made to Mr. X. 

Question 4 

In this case, the individual contract payments made to Mr. X does not exceed R 30,000. However., 
since the aggregate amount paid to Mr. X during the P.Y. 2024-25 exceeds 1,00,000 (on account of 

the last payment of 30,000, due on 1.3.2025, taking the total from 73,000 to 1,03,000), the TDS 
provisions under section 194C would get attracted. Tax has to be deducted@1% on the entire amount 
of? 1,03,000 from the last payment of 30,000 and the balance of 28,970 (i.e. 30,000 -7 1,030) 
has to be paid to Mr. X. 

30,000 is due to Mr. X on account of a contract work. 

Certain concessions are granted to transport operators in the context of cash payments uls 
40A(3) and deduction of tax at source u/s 194-C. Elucidate. 

[SM Q.) 

Section 40A(3) provides for disallowance of expenditure incurred in respect of which pavment or 
aggregate of payments made to a person in a day exceeds 10,000, and such payment or payments 

[SM Q.] 
b are made otherwise than by account payee cheque or account payee bank draft or use of electronic 

clearing system through bank account or through other prescribed electronic modes. 

other case. 

However, in case of payment made to transport operators for plying, hiring or leasing goods 
carriages, the disallowance will be attracted only if the payment made to a person in a day exceeds 
35,000. Therefore, payment or aggregate of payments up to 35,000 in a day can be made to a 
transport operator otherwise than by way of account payee cheque or account payee bank draft or use 

of electronic system through bank account or through other prescribed electronic modes, without 
attracting disallowance u/s 40A(3).oash boc o 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 However, no deduction is regquired 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 fulfille: 
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6) He owns ten or less goods carriages a any time óuring he preions yex 
(2) He is engaged in the business of plying, hiringor leasing goods carsiages; 
(3) He has furníshed a declaration to thís effect along with his PAN. 

Question 5 
Exarnine the applicabilíty of the provsions for tax deducion at source unde secion 194DA 
ín the following casES 
() Mr. X, a resident, ís due to receve Z 450 akhs on 3132025. towards maturity proceeds 

() Mr Y, a resident, ís due to receive 3.95 akhs on 3132025 on LIC policy taken on 

313.2012, for whích the Surm assured is 350 lakhs and the annual premium is? 

26,100. 

of LIC polcy taken on 142022, for which the sum assured is 4akhs and the annua 
prerniurn ís? 125.000. 

(0) Mr. Z, a resident, is due to receive 95.000 on 1.8.2024 towards maturity proceeds of 

LIC policy taken on 1.82018 for whích the Sum assured is 90,000 and the annual 
[SM Q.] 

Question 6 
Moon TV, a televísion channel, made payment of 50 lakhs to a production house for 

production of programme for telecasting as per the specifications given by the channel. The 

Copyright of the programme ís also transferred to Moon TV. Would such payment be liable 

for tax deduction at source under section 194C? Discuss. 

Also, examíne 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. 

Answer6 

In thís case, since the programme is produced by the productíon house as per the specifications given 

by Moon TV, a television channel, and the copyright ís 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? 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 ín sectíon 194C(1). Therefore, such payment would not be liable for tax deduction at source 

under sectíon 194C. 

Question 7 

[SM Q.] 

Answer 7 

XYZ Ltd. pays ? 50,000 per month as rent to the Mr. Kishore for a building in which one of 

its branches ís sítuated. Discuss whether TDS provisions under section 194-1 are attracted. 

Section 194-1. whích governs the deduction of tax at source on payment of rent, exceeding 2,40,000 

p.a., ís applícable to all taxable entities except individuals and HUFs, whose total sales, gross receipts 

or turnover from the business or profession carried on by him does not exceed 1 crore in case of 

business and 50 lakhs in case of profession during the financial year immediately preceding 

financial year in whích such rent was credited or paid, is liable to deduct tax at source. 

Since the rent paid by XYZ Ltd. to Mr. Kishore exceeds 2,40,000, the provisions of section 194-I 

for deductíon of tax at source attracted. 

The rate applícable for deduction at source under section 194-1 on rent paid is 10%, assumning that 

Mr. Kishore had furnished his PAN to XYZ Ltd. 

CA Bhanwar Borana 
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prerniurn was 10.000. 
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Therefore, the amount of tax to be deducted at source 
=*6,00,000 x 10% = 60,000 

Question 8 
Mr. X, a salaried individual, pays rent of 55,000 per month to Mr. Y from June, 2024 for 

immovable property. Is he required to deduct tax at source? If so, when is he required to 
deduct tax? Also, compute the amount of tax to be deducted at source. Would your answer change if Mr. X vacated the premises on 31st December, 20249 A. what would be your answer if Mr. Y does not provide his PAN to Mr. X? Question 9 
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Answer 9 

XYZ Ltd. makes a payment of 28,000 to Mr. Ganesh on 2.8.2024 towards fees professional services and another payment of 25,000 to him on the same date towar 
fees for technical services. Discuss whether TDS provisions under section 194J ara 
attracted. 

[SM Q.) 

Question 10 

TDS provisions under section 194J would not get attracted, since the limit of 30,000 is applicable 
for fees for professional services and fees for technical services, separately. It is assumed that there is 
no other payment to Mr. Ganesh towards fees for professional services and fees for technical services 
during the P.Y.2024-2s. 

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. 

Particulars of the payer 

Mr. Ganesh, an individualContract Payment for repair carrying on retail business of residential house 

2. |Mr. Rajesh, a wholesale trader whose turnover was R 95 lakhs in P.Y. 2023-24. 

Question 11 

3. Mr. 

|individual 

Nature of payment 

with turnover of 2.5 crores Payment of commission to 
in the P.Y.2023-24 

Mr. Vallish for business 
Contract 
purposes 

Payment reconstruction of residential|2025, 15 lakhs in 

for 20 lakhs in January, house (made during the Feb 2025 and 20 
period January- March, 2025) | lakhs in March 2025. 

Satish, 

4. Mr. Dheeraj, a pensioner 

salariedPayment of brokerage for 
buying a residential house in March, 2025 

[SM Q.) 

Contract payment 
October-November 2024 for reconstruction of residential house 

during made 

[SM Q] 
Aggregate of 

payments made in 
the F.Y.2024-25 

75lakhs 
780,000 

51 lakhs 

48 lakhs 

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 1.8.2024. He has 
purchased the house property and the land in the year 2023 for { 40 lakh and 10 lakh 
respectively. The stamp duty value on the date of transfer, i.e., 1.8.2024, is 85 lakh and 
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20 lakh for the house property and rural agricultural land, respectively. Examine the tax implications in the hands of Mr. X and Mr. Y and the TDS implications, if any, in the hands of 
Mr. Y, assuming that both Mr. X and Mr. Y are resident Indians. 

Question 12 
Mr. Sharma, a resident Indian aged 77 years, gets pension of 52,000 per month from the 
UP State Government. The same is credited to his savings account in SBI, Lucknow 
Branch.In addition, he gets interest@8% on fixed deposit of 20 lakh with the said bank. 
Out of the deposit of 20 lakh, 2 lakh represents five year term deposit made by him on 
1.4.2024. Interest on savings bank credited to his SBI savings account for the P.Y.2024-25 
is 9,500. 
(1) From the above facts, compute the total income and tax liability of Mr. Sharma for the 

A.Y. 2025-26, assuming that he has exercised the option of shifting out of the default tax 
regime provided under section 115BAC(1A). 

(1) What would be the amount of tax deductible at source by SB1, assuming that the same 
is a specified bank? ls Mr. Sharma required to file his return of income for A.Y.2025-26, 
if tax deductible at source has been fully deducted? Examine. 

(2) Would your answer to Q.2 be different if the fixed deposit of 20 lakh was with Canara 
Bank instead of SBI, other facts remaining the same? [SM Q.] 

Answer 12 

(1) Computation of total income of Mr. Sharma for A.Y.2025-26 

Salaries 

Pension ( 52,000 x 12) 
Less: Standard deduction u/s 16(ia) 

II Income from Other Sources 
Interest on fixed deposit (7 20 lakh x 8%) 
Interest on savings account 

Gross total income 

Particulars 

Less: Deductions under Chapter VI-A 
Under Section 80C 

|Five year term deposit ( 2 lakh, restricted to 1.5 lakh) 

Under section 80TTB 

|Interest on fixed deposit and savings account, restricted to 
50,000, since Mr. Sharma is a resident Indian of the age of 77 

years. 
Total Income 

|Computation of tax liability for A.Y.2025-26 

Tax payable [R 43,500 x 20% + 10,000] 

Add: Health and Education Cess@4% 

Tax liability 
Tax liability (rounded off) 

CA Bhanwar Borana 

6,24,000 

50,000 

1,60,000 
9,500 

1,50,000 

50,000 

5,74,000 

1,69,500 

7,43,500 

2,00,000 

5,43,500 

18,700 
748 

19,448 

19,450 

(2) SBI, being a specified bank, is required to deduct tax at source u/s 194P (after considering the 

tax, if any, deducted on pension u/s 192) and remit the same to the Central Government. In such a 

165 
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case, Mr. Sharma would not be required to file his return of income u/s 139 (3) If the fixed deposit of ? 20 lakh is with a bank other than SBI. which is the pension is credited, then, Mr. Sharma would not qualify as a "speciffed senior 
consequent to which SBI would not be liable to deduct tax under section 194P. In this case, M. 
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effect to deduction under Chapter VI-A) exceeds the basic exemption limit. 

Sharma would have to file his return of income u/s 139, since his total income (without 
section 194-A on interest on fixed deposit, since the samne exceeds 50,000, Question 13 

It may be noted that in this case, TDS provisions u/s 192 would, in any case, be 

attracted in 

respect of pension income. Further, Canara Bank would, be iable to deduct tax@10% under 
Mr. Gupta, a resident Indian, is in retal business and his turnover for F.Y.2023-24 was? 12 
crores. He regularly purchases goods from another resident, Mr. Agarwal, a v wholesaler, 

bank where Hig 

lakh on 12.8.2024, 22 lakh on 23.11.2024 and ? 28 lakh on 25.3.2025). Assume that 
said amounts were credited to Mr. Agarwal's account in the books of Mr. Gupta on the same 

date. Mr. Agarwal's turnover for F.Y.2023-24 was 15 crores. 

Answer 13 

(1) Based on the above facts, examine the TDS/TCS implications, if any, under the Income. 
tax Act, 1961. 

(2) Would your answer be different if Mr. Gupta's turnover for F.Y.2023-24 was 8 crores 
all other facts remaining the same? (3) Would your answer to (1) and (2) change, if PAN has not been furnished by the buyer or 

seller, as required? 

(1) Since Mr. Gupta's turnover for F.Y.2023-24 exceeds 10 crores, and payments made by him to 

Mr. Agarwal, a resident seller exceed 50 lakhs in the P.Y.2024-25, he is liable to deduct 
tax(@0.1% of ? 45 lakhs (being the sum exceeding 50 lakhs) in the following manner -
No tax is to be deducted u/s 1940 on the payments made on 1.6.2024 and 12.8.2024, since the 

aggregate payments till that date i.e. 45 lakhs, has not exceeded the threshold of 50 lakhs. Tax 

of 1,700 (i.e., 0.1% of 17 lakhs) has to be deducted u's 194Q from the payment/ credit of 22 

lakh on 23.11.2024 |R 22 lakh -5 lakhs, being the balance unexhausted threshold limit]. 

[SM Q.J 

Tax of 2,800 (i.e., 0.1% of 28 lakhs) has to be deducted Ws 194Q from the payment/ credit of 

28 lakhs on 25.3.2025. Note - In this case, since both section 194Q and 206C(1H) applies, tax has to be deducted u/s 

194Q. 
(2) If Mr. Gupta's turnover for the F.Y.2023-24 was only * 8 crores, TDS provisions under section 

1940 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.2023-24 
and his receipts from Mr. Gupta exceed 50 lakhs. 

till that date i.e. 45 lakhs, has not exceeded the threshold of 50 lakhs. 

No tax is to be colected u/s 206C(1H) on 1.6.2024 and 12.8.2024, since the aggregate receipts Tax of? 2,800 (i.e..0.1% of 28 lakhs) has to be collected u/s 206C(1H) on 25.3.2025 

Tax of 1.700 i.e., 0.1% of 17 lakhs) has to be collected u/s 206C(IH) on 23.11.2024 ( 22 

lakh - 5 lakhs, being the balance unexhausted threshold limit). (3) 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 (1.e., 5% of * 17 lakhs) and 1.40 000 

(5% of 28 lakhs) has to be deducted by Mr. Gupta u/s 194Q on 23.11.2024 and 25.3.2025 In case (2), if PAN is not furnished by Mr. Gupta to Mr. Agarwal, then, M). Agarwal has to 

,and 
the aggregate payments during the F.Y.2024-25 was 95 lakh (? 20 lakh on 1.6.2024, 725 

respectively. 
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collect tax@1% instead of 0.1%. Accordingly, tax of 17,000 (i.., 1% of 17 lakhs) and 
28,000 (1% of * 28 lakhs) has to be collected by Mr. Agarwal u/s 206C(1H) on 23.11.2024 and 
25.3.2025, respectively. 

Question 14 
An amount of 40,000 was paid to Mr. X on 1.7.2024 towards fees for professional services 
without deduction of tax at source. Subsequently, another payment of 50,000 was due to 

Mr. X on 28.2.2025, from which tax@10% (amounting to 9,000) on the entire amount of 
90,000 was deducted. However, this tax of 9,000 was deposited only on 22.6.2025. 
Compute the interest chargeable under section 201(1A). [SM Q.] 

Answer 14 

Interest under section 201(1A) would be computed as follows -

Particulars 

1% on tax deductible but not deducted i.e., 1% on 
12% on tax deducted but not deposited i.e. 1Y% on 

Question 15 

2023-24 

Ashwin doing manufacture and wholesale trade furnishes you the following information: 
Total turnover for the financial year 

|2024-25 

Particulars 

Interest paid to UCO Bank on 15.8.2024 

Particulars 

4,000 for 8 months 

Shop rent paid (one payee) on 21.1.2025 

Commission paid to Balu on 15.3.2025 
Answer 15 

Interest paid to UCO Bank 

9,000 for 4 months 

Contract payment to Raj (2 contracts of 7 12,000 each) on 12.12.2024 

Examine whether tax deduction at source provisions are attracted for the below said 
expenses incurred during the financial year 2024-25: 

320 

TDS under section 194A is not attracted in respect of interest paid to a banking company. 
Contract payment of 24,000 to Raj for 2 contracts of 12,000 each 
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540 

860 

[SM Q.] 

1,05,00,000 

95,00,000 

41,000 

As the turnover of business carried on by Ashwin for F.Y. 2023-24, has exceeded 1 erore, he has to 
comply with the tax deduction provisions during the financial year 2024-25, subject to, the 
exemptions provided for under the relevant sections for applicability of TDS provisions. 

24,000 

2,50,000 

7,000 

TDS provisions under section 194C would not be attracted if the amount paid to a contractor does not 
exceed 30,000 in a single payment or 1,00,000 in the aggregate during the financial year. 
Therefore, TDS provisions under section 194C are not attracted in this case. 

Shop Rent paid to one payee Tax has to be deducted@10% under section 194-1 as the annual 

rental payment exceeds 2,40,000. 

Commission paid to Balu- No, tax has to be deducted under section 194H in this case as the 

commission does not exceed 15,000. 
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Question 16 
Compute the amount of tax deduction at source on the following payments made Ltd. during the financial year 2024-25 as per the provisions of the Income-tax Act, 1961. Sr. No. 

() 

(i) 

(ii) 
(iv) 

() 

Date 

Answer 16 

1-10-2024 

1-11-2024 

|30-06-2024 
|01-01-2025 

01-01-2025 

(vi) 01-02-2025 

Nature of Payment 
Payment of 2,00,000 to Mr. R, a transporter who owns 8 

goods 
carriages throughout the previous year and furnishes a 

declaraion 
to this effect alongwith his PAN. 

Payment of fee for technical services of 25,000 and Royaty of ? 
20,000 to Mr. Shyam who is having PAN. 
Payment of ? 25,000 to M/s X Ltd. for repair of building. 

[SMQ 

Payment of 2,00,000 made to Mr. A for purchase of diaries ma according to specifications of M/s S Ltd. However, no material Was 
supplied for such diaries to Mr. A by M/s S Ltd or its associates Payment of 2,30,000 made to Mr. Bharat for compulsory Acquisition of his house as per law of the State Government. Payment of commission of 14,000 to Mr. Y. 

(i) No tax is required to be deducted at source under section 194C by M/s S Ltd. on payment to 
transporter Mr. R, since he satisfies the following conditions: (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. (ii) As per section 194J, liability to deduct tax is attracted only in case the payment made as fees for 
technical services and royalty, individually, exceeds 30,000 during the financial year. In the 
given case, since, the individual payments for fee of technical services i.e., 7 25,000 and royalty ? 
20,000 is less than 30,000 each, there is no liability to deduct tax at source. It is assumed that 

no other payment towards fees for technical services and royalty were made during the year to 

Mr. Shyam. 
(ii) Provisions of section 194C are not attracted in this case, since the payment for repair of building 

on 30.06.2024 to M/s. X Ltd. is less than the threshold limit of 30,000. 
(iv) According to section 194C, the definition of "work" does not include the manufacturing or 

supply of product according to the specification by customer in case the material is purchased 
from a person other than the customer or associate of such customer. Therefore, there is no liability to deduct tax at source in respect of payment of 2,00,000 to Mr. 

A, since the contract is a contract for 'sale'. (v) As per section 194LA, any person responsible for payment to a resident, any sum in the nature of 
compensation or consideration on account of compulsory acquisition under any law, of any 
immovable property, is responsible for deduction of tax at source if such payment or the 
aggregate amount of such payments to the resident during the financial year exceeds 2,50,000. 
In the gjven case, no liability to deduct tax at source is attracted as the pavment made does not 
exceed 2,50,000. 

(vi) As per section 194H, tax is deductible at source if the amount of commission or brokerage or the 
aggregate of the amounts of commission or brokerage credited or paid during the financial year 
exceeds 15,000. 

Since the commission payment made to Mr. Y does not exceed 15.000, the provisions of 
section 194H are not attracted. 



Question 17 
Examine the applicability of TDS provisions and TDS amountin the following cases: 
(a) Rent paid for hire of machinery by B Ltd. to Mr. Raman 

(b) Fee paid on 1.12.2024 to Dr. Srivatsan by Sundar (HUF) 
on a member of the family. 

Answer 17 

Chapter 11: Advance Tax, TDS and Introduction to TCS 

(c) ABC and Co. Ltd. paid 19,000 to one of its Directors as sitting fees on 01-01-2025. 

2,60,000 on 27.9.2024. 
35,000 for surgery performed 

(a) Since the rent paid for hire of machinery by B. Ltd. to Mr. Raman exceeds ? 2,40,000, the 

provisions of section 194-I for deduction of tax at source are attracted. 

The rate applicable for deduction of tax at source under section 194-I on rent paid for hire of 

plant and machinery is 2%, assuming that Mr. Raman had furnished his permanent account 

number to B Ltd. 

Therefore, the amount of tax to be deducted at source: = 2,60,000 x 2% = 5,200. 

(3) 

Note: In case Mr. Raman does not furnish his permanent account number to B Ltd., tax shall be 

deducted @ 20% on 2,60,000, by virtue of provisions of section 206AA. 

(b) As per the provisions of section 194J, a Hindu Undivided Family is required to deduct tax at 

source on fees paid for professional services only if the total sales, gross receipts 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. 

[SM Q.] 

Section 194M, provides for deduction of tax at source by a HUF (which is not required to deduct 

tax at source under section 194J) in respect of fees for professional service if such sum or 

aggregate of such sum exceeds 50 lakhs during the financial year. 

Question 18 

In the given case, the fees for professional service to Dr. Srivatsan is paid on 1.12.2024 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.2024-25. 

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. 

(c) Section 194J provides for deduction of tax at source @10% fom any sum paid by way of any 

remuneration 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 

other payment covered under section 194J is, however, not applicable in respect of sum paid to a 

director. 

Therefore, tax(@ 10% has to be deducted at source under section 194J in respect of the sum of 

19,000 paid by ABC Ltd. to its director. 

Therefore, the amount of tax to be deducted at source: = 19,000 x 10% =1,900 

Examine the applicability of tax deduction at source provisions, the rate and amount of tax 

deduction in the following cases for the financial year 2024-25: 

(1) Payment made by a company to Mr. Ram, sub-contractor, 3,00,000 with outstanding 

balance of 1,20,000 shown in the books as on 31-03-2025. 

(2) Winning from horse race 1,50,000 paid to Mr. Shyam, an Indian resident. 
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[SM Q.] 
2,00,000 paid to Mr. A, a resident individual, on 22-02-2025 by the State of Utar 

Pradesh on compulsory acquisition of his urban land. 
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(1) Provisions of tax deduction at source under section 194C are attracted in respect of payment by a 
company to a sub-contractor, Under section 194C, tax is deductible at the time of 

credit ox 

Answer 18 

payment, whichever is earlier @ 1% in case the payment is made to an individual 
Since the aggregate amount credited or paid during the year is 4,20,000, tax is deductible @ , 

on 4,20,000, 

(2) Under section 194BB, tax is to be deducted at source, if the winnings from horse races exceed 

Answer 19 

Tax to be deducted 4,20,000 x 1% 4,200 

10,000, The rate of deduction of tax at source is 30%. 

(3) As per section 194LA, any person responsible for payment to a resident, any sum in the nature e. compensation or consideration on account of compulsory acquisition under any law, of immovable property, is required to deduct tax at source, if such payment or the aggregate amount of such payments to the resident during the financial year exceeds ? 2,50,000. 

Hence, tax to be deducted - I,50,000 x 30% =45,000. 

Question 19 

In the given case, there is no liability to deduct tax at source as the payment made to Mr. A does not exceed 2,50,000. 

Briefly discuss the provisions relating to payment of advance tax on income arising from capital gains and casual income. 
[SM Q.] 

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. 

Answer 20 

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 deductible at source (@30% under 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. 

Question 20 
Mr. Jay having total income of 8,70,000, did not pay any advance tax during the previous year 2024-25. He wishes to pay the whole of the tax, along with interest if any, on filing the return in the month of July, 2025. What is total tax which Mr. Jay has to deposit as self assessment tax along with interest, if he files the return on 29.07.2025? Assume that he ont out from default regime u/s 115BAC. 

Obligation to pay advance tax arises in every case, where the advance tax payable is 10,000 or 
more. As a consequence of such failure, assessee may be charged with interest under section 234R 

In the given case, since Mr. Jay did not deposit any amount of advance tax during the previous year. 
Ohe will need to pay the total tax due on his income along with interest for default in payment of 

[Past RTP Q.] 

and 234C 
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advance tax [under section 234B] and interest for deferment of advance tax [under section 234C] 
before filing of his return. 
Total tax due on retuned income of ? 8,70,000 is 89,960 [(20% of 3,70,000 + 12,500) + 
cess@4%] 
Interest under section 234B 

Interest under section 234B is attracted - a) When the assessee, who is liable to pay advance tax has 
failed to pay such tax; or b) Where the advance tax paid by the assessee is less than 90% of the 
assessed tax. 
Since, Mr. Jay did not pay any amount as advance tax, interest under section 234B at 1% per month 
or part of the month will be levied beginning from Ist April of the following year ie., 01.04.2025 till 
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.., 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 gains in accordance with provision of section 

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 

Date of Instalment 

15th June 2024 

15th September 2024 
15th December 2024 

15th March 2025 

Specified % of 
estimated tax 

Question 21 

15% 

45% 

75% 

100% 

Amount due and 

unpaid (rounded off to 
nearest 100, ignoring 

fraction) 
13,400 

40,400 

67,400 

89,900| 

Period 

3 months 
3 months 

3 months 

1 month 

Total interest under section 234C 

Interest@ 
1% 

402 

1,212 

2,022 
899 

4,535 

Mr. Jay needs to pay 98,091 as total of tax and interest on or before filing of return in the month of 

July, 2025. 

Examine & explain the TDS implications in the following cases along with reasons thereof, 

assuming that the deductees are residents and having a PAN which they have duly 

furnished to the respective deductors. 

(i) Mr. Kunal received a sum of 10,20,000 on 28.02.2025 as pre-mature withdrawal from 

Employees Provident Fund Scheme before continuous service of 5 years on account of 

termination of employment due to ill-health. 

(ii) Indian Bank sanctioned and disbursed a loan of 12 crores to B Ltd. on 31-12-2024. B 

Ltd. paid a sum of ? 1,20,000 as service fee to Indian Bank for processing the loan 

application. 
(ii) Mr. Agam, working in a private company, is on deputation for 5 months (from October, 

2024 to February, 2025) at Mumbai where he pays a monthly house rent of 32,000 for 

those five months, totalling to ? 1,60,000. Rent is paid by him on the first day of the 

relevant month. 

[MTP Q.] 

171 



Chapter 11: Advance Tax, TDS and Introduction to TCS 

Question 22 
Determine the advance tax payable by Mr. Deepak with their due dates for the 

assessment 
year 2025-26. 

Total estimated tax payable 

172 

TDS (deductible but not deducted) 
TCS (collected) 

Answer 22 

Particulars 
Tax Payable 

|Less: TCS 

Less: TDS (deductible but not deducted), cannot be reduced for computing advance 
tax liability 

Net Tax Payable 

Computation of Advance Tax Payable for the A.Y 2025-26 

On or before 15th June, 2024 

Question 23 

On or before 15th September, 2024 

Due dates for payment of advance tax Due date of installment 

On or before 15th December, 2024 

On or before 15th March, 2025 

toaT (a) 
(b) 

Amount payable 
779.500 

[15% of? 5,30,000] 
? 1,59,000 

R 2,38,500 (45% of 5,30,000) less 79,500, (amount paid in earlier installment)] 

18,000 towards royalty. 

1,59,000 R 3,97,500 (75% of ? 5,30,000) 

Amount ) 

22,000 towards fee for professional services 

? 1,32,500, 

7 2,38,500 (amount paid in earlier installment or installments)] 

[MTP Q 

Less 

550 000 
70,000 

5,50,0 

20,00 

Examine & explain the TDS implications in the following cases along with reasons thereof, 
assuming that the deductees are residents and having a PAN which they have duly 

furnished to the respective deductors. () Ms. Sarla received a sum of 95,000 on 30th September 2024 towards maturity 
proceeds of LIC taken on 1st October 2018 for which sum assured was 80.000 and 
annual premium was 10,000. 

20,000 
5,30,000 

(ii) Mr. Rohit transferred a residential house property to Mr. Arun for 45 lacs. The stamp 
duty value of such property is 55 lacs. 

R 5,30,000 (whole amount of advance tax liability less 3,97,500 (amount paid in earlier installment or installments)]) 

(iii) Akash (P) Limited pays the following amounts to Mr. Santosh during previous year 2024 

25: 

Ni 
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(iv) Payment of 1,75,000 made to Mr. Ankit for purchase of bag according to speifications 
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 1.5.2024 towards 
siting 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 18-03-2025, 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 28-03-2025 by Jigar Limited. 

(vi)Ms. Mohit won a lucky draw prize of 21,000. The lucky draw was organized by M/S. 
Maximus Retail Ltd. for its customer. 

Question 24 
Examine whether TDS provisions would be attracted in the following cases, and if so, 

under which section. Also specify the rate of TDS and amount required to be deducted 

at source as applicable in each case, Assume that all payments are made to residents. 

S. 

No. 

Particulars of the payer 

Question 25 

(A) Mr. Kale, receiving pensionContractual 
from Central Government 

Nature of payment 

(C) Mr. 

(D) XYZ Urban 
bank 

made payment 
2024 for during April 

reconstruction of his residential 

|house in Arunachal Pradesh 

(B) Mr. Rahul, a wholesale Contract 

trader of spices whose turn-construction of office godown 

Over was 5 crores F.Y. during January to March 2025 to 

|Mr. Akhilesh, an individual 
2023-24 

payment 

Golu, an individualPayment of commission to Mr. 

carrying garment trading Vinay for securing a contract 

from a big business house in 
business with turnover of 

November 2024 

795 lakhs in F.Y. 2023 

2024 

CA Bhanwar. Borana 

for 

Co-operative Payment by way of cash 
withdrawal, by ABC & Co. a 
partnership firm, amounting 

[MTP Q.] 

1.2 crores during Financial 

Year 2024-25. ABC & Co. has 

filed its tax returns for the last 3 

financial years with in time. 

Aggregate of 
payments 

made in the 
F.Y. 2024-25 

(Amt. in ) 

52,50,000 

50,00,000 

1,20,000 

1,20,00,000 

(2 x 4 = 8 Marks) 

(a) State in brief the applicability of provisions of tax deduction at source, the rate and 

amount of tax deduction in the following cases for the financial year 2024 -25 under 

Income-tax Act, 1961. Assume that all payments are made to residents: 
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() Mr. Mahesh has paid 6,00,000 on 15.10.2024 to M/s Fresh Cold Storage Pvt. Ltd. for preservation of fruits and vegetables. He is engaged in the wholesale business of fruits & vegetable in India having turnover of 3 Crores during the previous year 2023-24. 
(i) Mr. Ramu, a salaried individual, has paid rent of 60,000 per month for hov property to Mr. Shiv Kumar from 1st July, 2024 to 31st March, 2025. Mr. ShivKu has not furnished his Permanent Account Number. 

(b) Examine the folowing transactions with reference to applicability of the provision of tey collected at source and the rate and amount of the TCS for the Assessment year 2025. 26. 

(i) Mr. Kalpit bought an overseas tour programme package for Singapore for himself and his family of 5 lakhs on 01-06-2024 from an agent who is engaged in organising foreign tours in course of his business. He made the payment by an account payee cheque and provided the permanent account number to the seller. Assuming Kalpit is not liable to deduct tax at source under any other provisions of the Act. 

(i) Mr. Anu doing business of textile as a proprietor. His turnover in the business is 11 crores in the previous year 2023-24. He received payment against sale of textile goods from Mr. Ram of 75 lakhs against the sales made to him in the previous year and preceding previous years. (Assuming all the sales are domestic sales and 
Mr. Ram is neither liable to deduct tax on the purchase from Mr. Anu nor he deducted any tax at source). 

(DEC 21 Exam) 



Provisions for Filing return of 
Income and Self Assessment 

Question 1 

Chapter 12: Provisions for Filing return of Income and Self Assessment 

Answer 1 

Paras aged 55 years is a resident of India. During the F.Y. 2024-25, interest of 2,88,000 
was credited to his Non-resident (External) Account with SBI. 30,000, being interest on 
fixed deposit with SBI, was credited to his saving bank account during this period. He also 
earned 3,000 as interest on this saving account. Is Paras required to file return of income? 

aos Assume NRI account permitted with the approval of RBI. 
What will be your answer, if he has incurred 73 lakhs as travel expenditure of self and 
spouse to US to stay with his married daughter for some time? 

Income from other sources 

An individual is required to furnish a return of income under section 139(1) if his total income, before 
giving effect to the deductions under Chapter VIEA or exemption under section or section 
54/54B/54D/54EC or 54F, exceeds the maximum amount not chargeable to tax ie. 7 3,00,000 under 
default tax regime u/s 115BAC and 2,50,000 if exercises the option of shifting out of the default tax 
regime provided u/s 115BAC(1A) (for A.Y. 2025-26 

Computation of total income of Mr. Paras for A.Y. 2025-26 

|Interest earned from Non-resident (External) Account 2,88,000 

|Interest on fixed deposit with SBI 

|Interest on savings bank account 
Gross Total Income 

Total Income 

CHAPTER 

Particulars 

|[Exempt under section 10(4)), assuming that Mr. Paras has been permitted by RBI to NIL 
maintain the aforesaid account) 

12 

|Less: Deduction u/'s 80TTA (Interest on saving bank account) 
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[SM Q.] 

30,000 

3,000 
33,000 

3,000| 

30,000 
Since the total income of Mr. Paras for A.Y.2025-26, before giving effect, inter alia, to the deductions 
under Chapter VI-A, is less than the basic exemption limit, he is not required to file return of income 
for A.Y. 2025-26. 
If he has incurred expenditure of ? 3 lakhs on foreign travel of self and spouse, he has to mandatorily 
file his return of income on or before the due date under section 139(), even if his income is less 
than the basic exemption limit. 
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Question 2 
Explain with brief reasons whether the return of income can be revised under section of the Income-tax Act, 1961 in the following cases: 

(0) Belated return filed under section 139(4). 
() Return already revised once under section 139(5). 
(ii) Return of loss filed under section 139(3). 

Answer 2 

176 

Any person who has furnished a return under section 139(1) or 139(4) can file a revised retur, time before three months prior to the end of the relevant assessment year or before the completion of assessment, whichever is carlier, if he discovers any omission or any wrong statement in the o filed carlier. Accordingly, 
(i) A belated return filed under section 139(4) can be revised. O(ii) A return revised earlier can be revised again as the first revised return replaces the original retium Therefore, if the assessee discovers any omission or wrong statement in such a revised retun he 

cán furnish a second revised return within the prescribed time i.e, at any time before three months prior to the end of the relevant assessment year or before the completion of assessment. whichever is earlier. It implies that a return of income can be revised more than once within the 
prescribed time. 

(iii) A return of loss filed under section 139(3) is deemed to be return filed under section 139(1), and 
therefore, can be revised under section 139(5). Question3 

Mrs. Hetal, an individual engaged in the business of Beauty Parlour, has got her books of 
account for the financial year ended on 31st March, 2025 audited under section 44AB. Her 
total income for the assessment year 2025-26 is 6,35,000. She wants to furnish her return 
of income for assessment year 2025-26 through a tax return preparer. Can she do so? Answer3 
Section 139B provides a scheme for submission of return of income for any assessment year through 
a Tax Return Preparer. However, it is not applicable to persons whose books of account are required 
to be audited under section 44AB. Therefore, Mrs. Hetal cannot furnish her return of income for 
A.Y.2025-26 through a Tax Return Preparer. Question 4 
State with reasons whether you agree or disagree with the following statements: 

Answer 4 

(a) Return of income of Limited Liability Partnership (LLP) could be verified by any partner. 
(b) Time limit for filing return under section 139(1) in the case of Mr. A having total turnover 

of 160 lakhs ( 100 lakhs received in cash) for the year ended 31.03.2025, whether or 

not opting to offer presumptive income under section 44AD, is 31st October, 2025. 
(a) Disagree 

[SM Q.] 

The return of income of LLP should be verified by a designated partner. Any other partner can verify the Return of Income ofLLP only in the following cases: (ii) where there is no designated partner. (b) Disagree 

[SM Q.] 

() where for any unavoidable reason such designated partner is not able to verify the return, or, 
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In case Mr. A opts to offer his income as per the presumptive taxation provisions of section 44AD, 
then, the due date under section 139(1) for filing of return of income for the year ended 31.03.2025, 
shall be 31st July, 2025. 
In case, Mr. A does not opt for presumptive taxation provisions under section 44AD, he has to get his 
accounts audited under section 44AB, since his turnover exceeds l erore, in which case, the due 
date for filing return would be 31st October, 2025. 

Question 5 
Mr. Vineet exercised the option of shifting out of the default tax regime provided u/s 

115BAC(1A) and submits his return of income on 12-09-2025 for A.Y 2025-26 consisting of 

income under the head "Salaries", "Income from house property" and bank interest. On 21 

12-2025, he realized that he had not claimed deduction under section 80TTA in respect of 

his interest income on the Savings Bank Account. He wants to revise his return of income. 

Can he do so? Examine. Would your answer be different if he discovered this omission on 
[SM Q.] 

21-03-2026? 

Answer 5 
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Vineet has filed his original return of income for assessment year 2023-24 within the due date 

specified in section 139(4) for filing belated return. Since Mr. Vineet has income only under the 

heads Salaries, "Income from house property and "Income from other sources", he does not fall 

under the category of a person whose accounts are required to be audited under the Income-tax Act, 

1961 or any other law in force. Therefore, the due date of filing return for A.Y.2025-26 under section 

139(1), in his case, is 31st July, 2025. Since Mr. Vineet had submitted his return only on 12.9.2025, 

the said return is a belated return under section 139(4). 

As per section 139(5), a return furnished under section 139(1) or a belated return u/s 139(4) can be 

revised. Thus, a belated return under section 139(4) can also be revised. Therefore, Mr. Vineet can 

revise the return of income filed by him under section 139(4) in December 2025, to claim deduction 

under section 80TTA, since the time limit for filing a revised return is three months prior to the end 

of the relevant assessment year, which is 31.12,2025. 

However, he cannot revise return had he discovered this omission only on 21.03.2026, since it is 

beyond 31.12.2025. 

Question 6 
Examine with reasons, whether the following statements are true or false, with regard to the 

provisions of the Income-tax Act, 1961: 

(i) The Assessing Officer has the power, inter alia, to allot PAN to any person by whom no 

tax is payable. [SM Q.] 
(i) Where the Karta of a HUF is absent from India, the return of income can be verified by 

any male member of the family. 

Answer 6 

(1) True: Section 139A(2) provides that the Assessing Officer may, having regard to the nature of 

transactions as may be prescribed, also allot a PAN to any other person, whether any tax is 

payable by him or not, in the manner and in accordance with the procedure as may be prescribed. 

(ii) False: Section 140(b) provides that where the Karta ofa HUF is absent from India, the return of 

income can be verified by any other adult member of the family; such member can be a male or 

female member. 

Question 7 
[SM Q.] 

Explain the term "return of loss" under the Income-tax Act, 1961. Can any loss be carried 

forward even if return of loss has not been filed as required? 

CA Bhanwar Borana 
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Answer 8 
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Answer 7 

5 

Question 8 

4. 

3 

S. No. 

therein cannot be carried forward, unless such losses are determined in pursuance of return fled 

A return of loss is a return which shows certain losses. Section 80 provides that the losses specified under the provisions of section 139(3). 

1. 

2 

within the time specified in section 139(1). 
Section 139(3) states that to carry forward the losses specified therein, the return should be filed Following losses are covered by section 139(3): 

business loss to be carried forward under section 72(1), 
speculation business loss to be carried forward under section 73(2). 
loss from specified business to be carried forward under section 73A(2). 

However, loss from house property to be carried forward under section 71B and unabsorhod depreciation under section 32 can be carried forward even if return of loss has not been filed 
required under section 139(3). 

Mr. Aakash has undertaken certain transactions during the F.Y.2024-25, which are listed 
below. You are required to identify the transactions in respect of which quoting of PANis 
mandatory in the related documents 

[SM Q.] 

loss under the head "Capital Gains" to be carried forward under section 74(1): and loss incurred in the activity of owning and maintaining race horses to be carried forward under 
section 74A(3) 

Payment of life insurance premium of 45,000 in the F.Y.2024-25 by account 
payee cheque to LIC for insuring life of self and spouse |Payment of 1,00,000 to a five-star hotel for stay for 5 days with family, out of 

which 60,000 was paid in cash Payment of 80,000 by ECS through bank account for acquiring the debentures of 

A Ltd., an Indian company |Payment of ? 95,000 by account payee cheque to Thomas Cook for travel to Dubai 

for 3 days to visit relatives |Applied to SBI for issue of credit card. 

Transaction 

Transaction 
1. Payment of life insurance premium of LIC for insuring life of self and spouse 

in the F.Y.2024-25 by account payee cheque to50,000 in the F.Y.2024-25. 
60,000 was paid in cash 

Is quoting of PAN mandatory in related documents? 

an Indian company 

2. |Payment of 1,00,000 to a five-star hotel for Yes. since the amount paid in cash exceeds 

stay for 5 days with family, out of which 50,000 

45.000No, since the amount paid does not exceed K 

3. Payment of ? 80,000, by ECS through bank Yes, since the amount paid for acquiring 
account, for acquiring the debentures of A Ltd.,debentures exceeds 50,000. Mode of payment is not relevant in this case. 



Question 9 

4. Payment of 95,000 by account payee cheque to No. since the amount was paid by account Thomas Cook for travel to Dubai for 3 days tol pavee cheque, quoting of PAN 1S o visit relatives 

5,Applied to SBI for issue of credit card. 

Chapter 12: Provisions for Filing return of Income and Self Assessment 
Transaction 

Answer 9 

Mr. Sudarshan, due to inadvertent reasons, failed to file his Income-tax return for the 
assessment year 2025-26 on or before the due date of filing such return of income. 

Is quoting of PAN mandatory in related 
documents? 

() Can he file the above return after due date of filing return of income? If yes, which is the 
last date for filing the above return? 

(iü) What are thne consequences of non-filing the return within the due date under section 
[RTP M-20 Q.] 

139(1)? 

mandatory even though the payment exceeds 
R 50,000 

(ii) before the completion of the assessment, 
whichever is earlier. 

Yes, quoting of PAN is mandatory on 
making an application to a banking company 

| for issue of credit card. 

If any person fails to furnish a return within the time allowed to him under section 139(1), he may 

furnish the belated return for any previous year at any time -

(i) 3 months prior to the end of the relevant assessment year; or 

The last date for filing return of income for A.Y.2025-26, therefore, is 31st December 2026 

Thereafter, Mr. Sudarshan cannot furnish a belated return after this date. 

Question 10 

Consequences for non-filing return of Income within the due date under section 139(1) 

Carry forward and set-off of certain losses: Business loss, speculation business loss, loss from 

specified business under section 35AD, loss under the head "Capital Gains"; and loss from the 

activity of owning and maintaining race horses, would not be allowed to be carried forward for set 

off against income of subsequent years, where a return of income is not furnished within the time 

allowed under section 139(1). 

Interest under section 234A: Interest under section 234A@1% per month or part of the month for 

the period commencing from the date immediately following the due date under section 139(1) til1 

the date of furnishing of return of income is payable, where the return of income is furnished after the 

due date. 

Answer 10 

Fee under section 234F: Fee of 5,000 would be payable under section 234F, if the return of 

income is not filed on or before the due date specified in section 139(1). However, such fee cannot 

exceed 1,000, if the total income does not exceed? 5,00,000. 

() What is the fee for default in furnishing return of income u/s 234F? 
[MTP Q.] 

()) To whom the provisions of section 139AA relating to quoting of Aadhar Number do not 

apply? 

() Fee for default in 
furnishing return of income u/s 234F 

179 
Where a person, who is required to furnish a return of income under section 139, fails to do so within 

the 
prescribed time limit under section 139(1), he shall pay, by way of fee, a sum of S.000 

However, such fee cannot exceed 1,000, if the total income does not exceed 5.00 000 



Chapter 12: Provisions for Filing return of Income and Self Assessment 
(i1) Persons to whom provisions of section 139AA relating to quoting of Aadhar Number do not apply 
The provisions of section 139AA relating to quoting of Aadhar Number would not apply to an individual who does not possess the Aadhar number or Enrolment ID and is: 
(i) residing in the States of Assam, Jammu & Kashmir and Meghalaya; 
(i1) a non-resident as per Income-tax Act, 1961; 
(iii) of the age of 80 years or more at any time during the previous year; (iv) not a citizen of India. 




















































































































