Question 1

9

Mr. X has a total income of ¥ 12,00,000 for P.Y.2024-25, comprising of income from hou_se
prc;perty and interest on fixed deposits. Compute his tax liability for A.Y.2025-26 assuming
his age is—

(a) 45 years

(b) 63 years

(c) 82 years ‘ .
Assume that Mr. X exercises the option of shifting out of the default tax regime provided u/s
115BAC(1A). [lgnore 115BAC] [SM Q]

Question 2

%

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

option of shifting out of the default tax regime provided u/s 115BAC(1A). [SM Q] e
Question 3 24
?%17 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 s‘a\ary income, =

Income from house property and interest on fixed deposit. [sMma]l
Question <

fb Mr. Raghav aged 26 years and a resident in India, has a total income of ¥ 4,40,000, e
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]

Question 5 e

"

-

_\,@@ and a resident in India, has W of ¥ 4,80,000,

cémprising oftong-term capital-gains taxabte-u/s-112._ Compute his tax liability for A.Y.2025-

26. Assurme assessee exercises the option-of-shiffing-out.of the default tax regime provided

usA15BAC(1A). [Ignore 115BAC] [SMQ]
Question 6

Who is an “Assessee’? SMQ]
Answer 6

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.

n addition, the term includes —
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Bvery erson in resnect of whom proceeding under the
ol ‘ : _..- ]n g : . —_q_
I 0 Thhlm{""m' g or L=l
R el in respect of which he i or
L) .'thtllon sustaingd by him or by such other person; or
¢ the amount of refund due to i or to such other person.

Every person Who is deemed 1o be an assessee under any provision of the Act;
* Every person who is

ision of the Act.
deemed 1o be An assessee in default under any provision 0
Quntlon 3

? Explain. Also,
What are the two 8chools of Hindy Jaw and where are they prevalent?
mention the differance bet

[SM Q]
ween the two schools of Hindu Law.
Answer 7

The o schools of Hindu law are IJuyahugn school, prevalent in West Bcnga_' jnd[::sa::b:::
Mitakshara school, prevalent in rest of India. Under the Dayabaga school qf f'l.m]-u.- y 'i"hus the
acquires the right, share in the Property by birth as long as the head of family is _"'";,E‘:c 55 ;anl
children do noy acquire any right, share in the family property, as long as his father is aliy
on death of the father, (he

hare in the property. Hence, the father and his

ol of Hindu Law. URE acquires the right 10 the family property by hla_ birth
irrcs;pccm'u of the fact that his elders are living. Thus, ey ery child born in the
arightshare in the family property

Question 8

The Jain HUF in Assam compri
Sarthak Jain, his
unmarried brothe
Coparcenary rights?
Answer 8

ses of Mr Suresh
daughter-in-law M

Mr, Pritam Jain

Dayabaga school of Hindy law is prevalent in Assam. In
acquires the right, share in (e property by birth

children do nog 4cquire any right. shy
on death of the

Dayabaga school nobody
as long as the head VIng. Thus, the
e in the family property, as long as his father is 4

. live and only
lather, the children will acquire nghtshare in the property. :
Hence, Mr, Suresh Jain and his brother, Mr., p

of Hindy law
of family is |;

rHiam Jain would be the coparceners of he Jain HUF
and are eligible for Coparcenary rights,
Questjon 9
What is the difference between an Association of Persons and Body of lndividuals? [SM q ]
Answer 9 :
In order 10 constitute an Association of Persons (AOP), persons Must join for 4 Commg
action and their object must be 10 produce ncome; it is
mcome jointly,

. " Purpoge
NOt enough thay the Persong Teceiye or
the
Body of Individuals denotes the status of persons like executors or truste Y Teceiy .
Income jointly and who may be assessable in like manner and 1o the same EXtent as the Nef; iy I'he
individually. Thus, COEXECULONs or co-trustees are assessable as a BOJ a5 their ti)e and ime:cmneg
indivisible. st

¢S who

The difference between an AOP

whereas in case of AOpP

and BOI s that in case of a BOI, only
€an be the member of AOp

individw
+ 8Ny person can be its member

§
L.e. entities like compan:m:i be the
but not of BOI . Sl
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or purpo: Isﬂhmeiuma of BOL, such common will may or may not be present. |
on10 : ' P

‘Slate any four Instances where the Income of the previous year is assessable in the
previous year itself instead of the assessment year, [SMQ.]

10

@, The income of an assessee for o previous year is charged o income-tax in the assessment year
2 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:

() Wherea ship, belonging to or chartered by a non-resident, carries passengers, livestock, mail or
goods shipped at a port in India, the ship is allowed to leave the port only when the tax has
been paid or satisfactory arrangement has been made for payment thereof. 7.5% of the freight
paid or payable to the owner or the r:!_mrl-:.rr:r or 1o any person on his behalf, whether in India or
outside India on account of such carriage is deemed to be his income which is charged to tax in
the same year in which it is earned.

(i) Where it appears 10 the Asscssing Ull’f'lcur that any individual may leave India during the
current assessment year or shortly after its expiry and he has no present intention of returning to
India, the total income of such individual for the period from the expiry of the respective
previous year up 10 the probable date of his departure from India is chargeable to tax in that
assessment year.

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

(iv) During the current assessment ycar, i it appears to the Assessing Officer that a person is likely
to charge, sell, transfer, dispose of or otherwise part with any of his assets to avoid payment of
any liability under this Act, the total income of such person for the period from the expiry of :
the previous year to the date, when the Assessing Officer commences proceedings under this RS
section is chargeable 1o 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 1,

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 of ¥ 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

same in both tax regimes. | Mgy, ,,1‘.}1,.\ apadl o A%q;? o \;,0\\5\ 1@] [SM Q]

Question 12 V3
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 ¥ 62,00,000, short term capital gain -
taxable u/s 111A of Z 64,00,000 and other income of 2 1,14,00,000. Compute his tax liability S8
for A.Y.2025-26. Assume he exercises the option of shifting out of the default tax regime

provided /s 115BAC(1A). lgnore 115BAC] P vamms. coli. onad) tsonys. 1M @
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- Mr. B grows sugarcane and uses the same for the purpose “'.‘rfl m:};‘sl:fzgcutﬂvaﬁon{

clory. 30% of sugarcane produce is sold for 2 10 lacs, and the rcane (70%) is T 14

Sugarcane s ¥ 5 lacs, The cost of cultivation of the balance sugar cs in the manufactu
and the market value of the same is ¥ 22 lacs. After incurring ¥ 1.5 1a

ompute B's busin
Process on the balance sugarcane, the sugar was sold for Z 25 lacs. Comp

- income and agricultural income, '

Answer 13

’ .B
Computation of Business Income and Agriculture Income of Mr

=9 P ey AN i i
~ Particulars

T A o o
Business Agricultural Ir
Income

| LI *.

Tt

| ®?) ®)
Sale of Sugar

Business income

Sale Proceeds of sugar 25,00,000

Less: Market value of sugarcane (70%) 22,00,000

Less: Manu!‘acturing exp. 150,000

PGBP| 150,000
Agricultura] income

Market valye of sugarcane (70%)

22.00,000
14,00,000

Less: Cogt of cultivation

. |
Sale of sugarcane ‘
Agricultural Income

Sale proceeds of sugarcane (30%) ‘ ‘

10,00,000
5.00.000

! | =,U0,000

Agriculture Income .'
h ___————_____—_ e —— . —_— B _—_————_
' Question 14

Explain with brief reasons, whether the follo

—

Less: Cost of cultivation

wing income can be regarded gg agriculturg|
¥l Income, as per the provisions of the Income-tax Act, 1961:
JS}} () Rent received for letting out agricultural land for a movie shooting.
, il (i) Income from sale of seedlings in a nursery adjacent to the agriculturg| lands Owned by |
: an assessee,
B. Answer 14

[SMQq)

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

As per section 2(1A), “agricultural income” means, inter alia.
¢ any rent or revenue derived from land
*  which is situated in India and is used for agricultural purposes.
> present case, rent is being derived from letting out of agricultural land for 4 O
Ao S it does not constitute agricultural ine : Shem
which is not an agricultural purpose and hence, it does Come. i
(ii) Income from sale of seedlings in a nursery:

. . > derived from saplings or seedlip
As per Explanation 3 to section 2(1A), income derived P gs oW i -
CA Bhanwap R
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. nurs'ery ISteemeditobe Haner] ' : Chapter 1: Basic Concef
on land. gricultural income, whether or not the basic operations were carried out
Therefore, the amount receiy : e i
: ed from sale of (i il el B
lands owned by the assessee constitutes agd(::{lftflergll l;:ii II;:ei:l nursery adjacent to th'e-:-aﬁﬂﬁulmfﬂl_

Quastion 15

Mr. Raja, a resident Indian, earns income of ¥ 10

S L ! , lakhs fro -

in India during the A.Y.2025-26. His friend, Mr. Shyam, a rr:s?:elz?itolzg?:r? eegl;onwr) o cure_d
20 lakhs from sale of coffee grown, cured, roasted and grounded by et ]n:-;n;ome o{, 3
A.Y.2025-26. What would be the business income chargeable to tax in India of l:vir Eg?f ;nﬁ

Mr. Shyam?
[SMQ.]

Answer 15
In case of income derive
on such sale is taxable as
cured, roasted and grounded by

income.
Business income of Mr. Raja = 25% of T 10 lakhs = T 2.5 lakhs

0% of T 20 lakhs =¥ 8 lakhs

d from the sale of coffee grown and cured by the sellr in India, 25% income
business mcomc‘_ln case of income derived from the sale of coffee grown
he seller in India, 40% income on such sale is taxable as busines;

Business income of Mr. Shyam = 4

Question 16?935

Mr. X, a resident, has provided the following
(i) Income from salary (computed) - % 4,80,000

(ii) Income from house property (computed) - X 250,000

(iiiy Agricultural income from a land in Jaipur - ¥ 4,80,000 — \Lo) W"‘M
(iv) Expenses incurred for earning agricultural income - Z 1,70,000 T; 36000
Compute his tax liability for A.Y. 2025-26 assuming his age is -

(a) 45 years

(b) 70 years

| Question 17
%5’ Miss \."iv_itha, 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: t
S. No. Particulars

particulars of his income for the P.Y. 2024-25.

mi

T

(i) |Income from sale of centrifuged latex processed from ru

grown in Darjeeling.
mil Nadu. 1,00,000

(ii) |Income from sale of coffee grown and cured in Yercaud, Ta
unded, in 2,50,000| &

le of coffee grown, cured, roasted and gro

(iii) |Income from sa
on was received at Chennai.

Colombo. Sale considerati

(v) |Income from sapling and seedling grown |
d out by heron land.

Basic operations were not carrie
d agricultural income of Miss Vivitha

You are required to compute the business income an
for the A.Y. 2025-26. [SMQ.]

Question 18
Discuss the

sactions giving reasons, in the light of relevant

taxability of the following tran

Lo
=)
¥

bber plants|  3,00,000) §

(iv) |Income from sale of tea grown and manufactured in Shimia. 4,00,000 F '
in a nursery at Cochin. 80,000






~ Question 1

Mr. Anand Is an Indian citizen and a member of the crew of a Singapore bound Indian ship
d in carriage of passengers in international traffic departing from Chennai port on 6th

&
h engage 2 !
o June, 2024. From the following details for the P.Y. 2024-25, determine the residential status
" of Mr. Anand for AY. 2025—26. assuming that his stay in India in the last 4 previous years
(preceding P-Y. 2024-25) is 400 days: [SMQl]
e Particulars | Date
—— : : —
Date entered into the Continuous Discharge Certificate in respect of | 6th June, 2024
joining the ship by Mr. Anand
Date entered into the Continuous Discharge Certificate in respect of | 9th December, 2024
signing off the ship by Mr. Anand
Answer 1
Anand is an Indian citizen and lea ing India during P.Y. 2024-25 as a member

In this case, since Mr. /
of the crew of the Indi
more.

The voyage is undertaken by
traffic, originating from a port in India (ie.,
outside India (i.c.. the Singapore port). Hence, the voyage is an eli

an ship, he would be resident in India if he stayed in India for 182 days or

an Indian ship engaged in the carriage of passengers in international
the Chennai port) and having its destination at a port
gible voyage for the purposes of

section 6(1).
Therefore, the period beginning from 6th June, 2024 and ending on 9th December, 2024, being the

dates entered into the Continuous Discharge Certificate 1n 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 [1.€.,
his period of stay in India during the P.Y. 2024-25 1s less than 182 days,
2025-26.

Question 2 ?%-{‘f"’

4 B} ianwar ,H orana

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.

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

(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
every year, including P.Y.2024-257

Whal we)\ bo yowe Grsuidy % g % h@ﬂ.‘\o dour )08, AL 100 dnu
\ 9 7 W i It )

III'J'LJJ!,};

fry
[}

365 days — 187 days]. Since §
he is a non-resident for A.Y. §

answer if Srinath had visited India for 120 days instead of 100 days
[SMaQl]




| Scope of Total Income

: P.Y. 2020-21. Durir
MrB a f time during the in India for
: itizen, comes to India for the first 05, he was in India
s o e 2021-22, 2022-23, 2023:24 and 202425, 10 LR L residentja]
-dai'sn%%mda;s 90 days 150 days and 70 days, respectively. [SM Q]
Status for the A.Y. 2025-26.

Question 4 Q&

: icy decisions are taken
The business of a HUF is transacted from Australia and all the ;_)?:::33;” dia during the P.Y.
there. Mr. E, the Karta of the HUF, who was born in Kolkata, gsleaves for Australia on
2024-25 after 15 years. He comes to India on 1.4.2024 anf FAY. 202526, [SM Q]
1:12.2024. Determine the residential status of Mr, E and the HUF for A.Y.
Question S

Mr. David, an Indian citize
of Ext

ing i Minist
N aged 40 years, a Government employee serving in the Y
ernal Affairs, left In

dia for the first time on 31.03.2024 due to his transfer to High

ommission of Canada. He did not visitIndia any fime during the previous year 2024-25. He
has received the following income for the Financial Year 2024-25: =
S. No.

Particulars ¥
Salary (Computed) 2,00.008
Foreign Allowance [not included in (i) above] 4,00,000
Interest on fixed deposit from bank in India 1,00,000
Income from agriculture in Nepal 2,00,000
Income from house property in Nepal 2,50,000
Compute his Gross Total Income for Assessment Year 2025-26.
Answer 5

[SM Q.]
As per section 6(1), Mr. David is a non-resident for the A.Y. 202526 since he was not present in
India at any time during the previous year 2024-25. ;
AS per section 5(2), a non-resident is chargeable to tax in India only in respect of followine iNcomes-
(i) Income received or deemed to be received in India; and
(ii) Income aceruing or arising or deemed to accrue or arise in India.
In view of the above provisions, income from agriculture in Nepal and Income fiop, house pre
. . . ' A C -
in Nepal would not be chargeable to tax in the hands of David, assuming that the Same were fe Loy
: 8 : ] E B : S . el 3 ce
in Nepal. Income from ‘Salaries payable by the Government to g citizen of g, for Shul‘ved
rendered outside India is deemed to accrue or arise in India

as per section 9(1)(iii), Hene
income is taxable in the hands of Mr, David. even though he is a non-resident
However, allowances or perquisites paid or allowed as such outside India b
citizen of India for rendering service outside India is exempt under sectio

Y the Goye |
allowance of T 4,00,000 is exempt unde

mlT]ent
. n 10(7). Hene i :
rsection 10(7) in the hands of Mr. Daviq.
Gross Total Income of Mr. David for A.Y. 2025-2¢

___-'__—__“-_——._\ —_
Particulars : - T
__‘__-__-‘-— — i
Salaries (computed)

. ____-___-——-
Income from other sources (Interest on fixed deposit in India)
Gross Total Income

Question 6

Q
(s



- Chapter 2: Residence and Scope of | Income
Missti\-‘;:.tv't?: C‘:}Tid t? sum of 5000 USD to Mr. Kulasekhara, a management consultant
[ s, g kh ombo, specializing in project financing. The payment was made in Colombo.
. Mr. Ku asce |ara is a non-resident. The consultancy is related to a project in India with
| ssible Ceylonese collaboration. s this payment chargeable to tax in India in the hancs of
Mr. Kulasekhara, since the services were used in India? [SM Q.]

A non-res:ch:.‘nl IS cl}m'gcalsle o tax in respect of income received outside India only if such income
QCCIUCS OF 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
cervices, 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 t0 I
accrue or arise in India.

‘."'.\‘
Question 7% D
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

provided u/s 1 15BAC(1A) - [SMQ.]
Particulars Amount (%) ||
Interest on UK Development Bonds, 50% of interest received in India 10,00015 3%
Income from a business in Chennai (50% is received in India) 20,000 lli ;
Short term capital gains on sale of shares of an Indian company received 20,000 i
in London
Dividend from British company received in London 5,000 3\
- —u ——— - T E——— e — "A_"\-
Long term capital gains on sale of plant at Germany, 50% of profits are 40,00{}‘;\'5‘:.
received in India ‘«3
Income earned from business in Germany which is controlled from Delhi (X 70,000 "0f
140,000 is received in India) i !
_Proﬂts from a business in Delhi but managed entirely from London 15,000
Income from house prop-erly in London deposited in @ Bank at London, 50,000 :EJ
brought to India (Computed) o NE
Interest on debentures in an Indian company received in London 12,000 |\
lFees for technical servi(;es ;éndér_ed_in India but received in London 8,000
M&! business in Mumbai managed from London 26,000
Income from property gi[uét;d_ in Nepal received there (Computed) 16,000
| Income from property situated in NEPE 722~ — .
Past foreign untaxed income brought to India during the previous year 1(;1\40?\5 5,000
di ived there and then brought to 18,000

Income from agricultural land in Nepal, recel

3hanwar Borana



Answer 8

Question o % !

» of Total Income

I ﬂ' ..'T:"'l‘ e —:u—-—_ *a )
_ Paioulars

eceived there
Income from profession in Kenya which was set up in India, r
but spent in India

Gift receiveq on the occasion of his wedding
YOV ON

Interest on savings bank deposit in State Bank of India
Income from 5 business in Russia, controlled f

Dividend from Reliance Petroleum Limited, an Indian Company
Agriculty

ral income from 4 land in Rajaslﬁh_a_n“_‘ - EJQ‘“‘B‘
Quas

tiong V>

rom Russia

Under Section 6(] ), an individy
one of the Ib]fnwing conditions

alis said 1o be fesident in India i any previous year if he sats

fies any

(1) He has beep in
(11) He has be
0f 365 da

India during (he pre
en in Indig during (he 4 years imm
¥YS Or more and has been i Ind

ian Citizens leavi

VIous year for g 1otal period of 187

ediately preceding
1a for at least 60 ¢

days or more, or
the previous ye

ar for a total period
ays in the Previous y

ear,
12 India for ¢mployment, he period of Stay during the Previous
Year must be 18> days instead 0f 60 days given in (ij) above,
During the Previous year 2024-25, My. Ram, an Ing;
3043143043 t31+22 ¢4

an citizen, was in India for 175
4Ys). Thereafier, |y

SES.

¢ lefi Ind;
Since he does not satis|

. days only (Le.
a for ¢mployment Purpo
Year, he is 3 non-reside;

Y the minimum Criteria of 182 days Sy in India during the relevany Previoys
It for the Ay 2025-26, 3

On 14.
be his residentia| Status for assessment year 202 5~§g§3 for
[Sm
Answer 9 Q]
Mr, Dey is a n:sidlcnl inAY, 202524 since he has stayed in Indig for g Periog of 365 days
than 182 days) during the p,y. 2024-25, More
As per section 6(6), a person will be “Not nrdinuril}' Resident In India in any Previgy Year
Person, inter alig.: > Sugy
() has been 4 non-resident in 9 out of 10 previous years preceding the relevang Previe
(b) has during the 7 previous years immediately preceding the relevan Previous yq 2 Op
for 729 days or less, i In Ndj,
If he does noy Satisfy either of these conditions, he would be g resident and ordinar;
For the Previous year 2(24.

25 (A.Y. 2025-26), his status would : s
Was non-resident in 9 out of 10 previous years immediate]

resident” since he

U org;
PrE(‘:edin Nag;
resident but not ordinarily resident also du-.f to lhe‘facl that he 1',“ St&ysdt!'e N {’y
L.e., less than 730 days) in 7 Previous years immediate]y precedmg the p ’Y,n. \ ‘
20,0
CA [ 2*




' ! iﬁuestlon 10 ?&’

Mr. Ramesh & Mr. Suresh are brothers and the ; S

y earned the following incomes during the:
e year"imz;t-zs, Mr. Ramesh settied in Canada in the year ‘?996 and Mr. St?resh
settled 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) = .

12,000 | (..

60,000| [

= [SMQ.]
[Py S T e T | e P
Pgrﬂo Particulars | Mr. Ramesh MrSut;e?%
[t ()| () S
1. |Interest on Canada Development Bonds (only 35.000 40,000
50% of interest received in India) i !
> |Dividend from British company received in London 28,000 20,000
3 |Profits from a business in Nagpur, but managed 1,00,000 1,40,000
directly from London
4. |Short term capital gain on sale of shares of an 60,000 90,000
Indian company received in India
5. |Income from a business in Chennai 80,000 70,000
6. |Fees for technical services rendered in India, but 1,00,000 —
received in Canada
eeaNed e
7. |Interest on savings bank deposit in UCO Bank, 7,000
Delhi i = s 9
8. |Agricultural income from a land situated in Andhra 55,000 45,000
Pradesh
9. |Rent received in respect of house property at 1,00,000
Bhopal
10. |Life insurance premium paid -
Answer 10
Computation of total income of Mr. Ramesh & Mr. Suresh for the A.Y. 2025-26 vy
S. Particulars Mr. Ramesh | Mr. Suresh [ =
No. (Non- Resident) (Resident)
®) ®)
1. |Interest on Canada Development Bond (See Note 2) 17,500
2. |Dividend from British Company received in [ondon (See - 20,000
Note 3)
3. |Profits from a business in Nagpur but managed directly from 1,00,000 1,40,000
London (See Note 2)
4, (Short term capital gamn on cale of shares of an [ndian 60.000 90,000
company received in India (See Note 2)
5. |Income from a business in Chennal (See Note 2) 80,000 70,000
6. |Fees for technical services rendered in India, but received in 1,00,000 -
(Canada (See Note 2)
UCO Bank, Delhi (See 7.000 12,000

7.

Interest on savings bank deposit In

40,000 |




: in Andhra Pradesh
8. Agricultural income from  land situated in An :
(See Note 4) NS 70.00
9. |Income rom house property at Bhopal (See 4,34,500
Gross Totyl income
Less; Deduction under Chapter VJ-A -
Section §0( Life insurance premium 7000
Section SO0TTA (See Note 6) 47750
Tota) Income =
—
Notes:
LM, Rames

0

1 1S g Non-resident
Settled i Delhj, and thys
1 Case of 4 resident
I~lc-\'.-'cver. as
Chargeghje to

since he has been |
» 5Sumed as 4 re
and Ordinarily re
P Section 5
lax:

ving in Canada since 1996,
sident and ordinarily resident.

sident, hjs global
S¢ of a nop-

Mr. Suresh, is

income s taxable as

(2), in cq resident, only the follow

per sectiop 5(1).
ing incomes are
(1) Income received o deemeqd lo be
(i1) Income aCCruing
Thercihn:. f

amesh, o

received ip India:
med (o
al Services rende
a N0N-residen;

01 §| No. 345
acerue op

and
Or arising oy dee

or technic
Yen thoug e IS
1€ referreqd
Mr. Sureghy Since they

acCrue op
ees

arise in India,
red in Ind

4 Would e taxable in the hands of Mr.
The INCon

and 7

: 4re taxable iy il
arise/ deemeg !

1€ hands of bo
0 '
lnlemsl on Canadq Deyegl

4cCrue or arj
an OPment Bopg
Whereas only 509,

oth nop-

Would pe ully taxapje In the hands of Mr. Suresh,
‘o, Which is feceived i India, js ‘aXable in the hands of Mr. Rameg)
Divideng Teceiyed from Britigly Company i, Londop, by Mr Ramesh 4 nop- sideny IS not
taxable since it acery d and g received outside [ngi, However h divide 1 rece; e
Suresh i taxable, since he is g resident ang Ordinarily resident
Agritu]lum] Income from 4

\ &) @)
Rent received m\
EEH\\\\\ 60,00
Less: Deduction under sectiop 24(a) (@30% — 30,000
hhxﬁﬂa_%% —— “alﬁ.ﬂfl{]
Net income from hoyge Property 70,000 42“-&-
e —— "—_“_—“"_'.“_"_7_ : 0
The net Income from house Property in Ingi would be laxable iy the hands Of bogy MN.\"
and Mr. Sureg, since the acepyg| and receip of (pe MM are in |ndiy E Qamesh
6. In cage of an individyg| Interest uptq ¥ 10 000 from Savings accouny With, inte B3
allowab)e as.deduction under sectiop 80TTA, 3 bank is
Question 1"
Examine the Correctness or otherwise of {he statement - *|ncq e deern:ed 0 e,
In India to a Non-resident by way of interest, royalty and fees for technicy| Se
taxed irespective Of territori| nexus”,
Answer 11




~ This statement is correct,
As per Explanation to section 9,
which is deemed to accrue or arise
be included in the total income of

income by wa

i India by_virtue of clauses (v), (vi) and (vii) of section 9(1), shall
! , 1€ hon- resident, whether or not - '
(i) non-resident has a residence or place of business o

(ii) 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

y of interest, royalty or fees for technical services

r business connection in India; or

India would be deemed to acerue or arise in [ndj
total income, whether or not such services were re
resident has a residence or place of business or by

a 1n case of a non-resident and be included in his

qdere(l in India and irrespective of whether the non-
SINESs connection in India.

Question 12

Examine with reasons whether the following transaction
hands of recipients:

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

(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.

(iii) 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 X 5,00,000 paid in Delhi to a lawyer of United Kingdom who visited
India to represent a case at the Delhi High Court. [SM Q)]

s attract income-tax in India in the

Answer 12

Taxable/Not | Amount liable Reason
Taxable to tax (%)

(1) |Taxable 6,50.000 As per section 9(1)(iii), salaries payable by the Government
to a citizen of India for service rendered outside India shall
be deemed to accrue or arise in India. Therefore, salary paid
by Central Government to Mr. John for services rendered
outside India would be deemed to accrue or arise in India
since he is a citizen of India. He would be entitled to
standard deduction of ¥ 50,000 under section 16(ia).

(ii) |Taxable 5,00,000 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,

(i1i) |Partly Taxable 5.500 The interest on Post Office Savings Bank a/c, would be
exempt u/s 10(15)(i), only to the extent of ¥ 3,500 in case
of an individual a/c. Further, interest upto ¥ 10,000, would
be allowed as deduction w/s 80TTA from Gross Total
Income. Balance ¥ 5,500 i.e.. T 19,000 - T 3,500 - T 10,000
would be taxable in the hands of Mr. Ram, a resident.

(iv) |Not Taxable 3 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).




Question 13

e, o .. P

i of a non-rcsidenl., any income which ac{
In case India or which is deemed to acerue or ar ?
?njicas t;: \\?hich is received iln dl‘ndla or is deemed
: iai in India.
received in India is taxable lr? ' ' .
Therefore, legal charges patdd_:n l:)mrjfl::nta‘;e:tnaogas;e ”".
lawyer of UK, who visited In |aI Wk
Delhi High Court would be taxable in %

| Taxable 5,00,000

—

Mr. Shridhar (age 45 years),

was transferred to Indian Embassy in Australia on 15th March 2024.
financial year 2024-25

IS given hereunder:
Particulars

Rent from a ho
remitted to India

Interest on Post
Salary from Gov

use situated g
n bank account.

office savings bank account in India
ernment of Indig

t Australia, received in Australia. Thereafter. 5,25,000

4,500
9,25,000

8,00,000 |
== LY |
: id not come to India during theN
Total Income for the Assess -

nancial year 2024-25. Compute his Gross

[ aa 9
JONSE

1'

Mr., Shridhar is

4 non-resjdent
vious year 2024-2
AS per section 5(2),

during the pre 5]

for the A Y.ZHZSQH_

since he was not
Section 6(] )].

Present in Ind;

MTP Q]

a at any time 1

d non-resident is chargeable to tax in Indi
(1) Income received or deemed to be re

aonly in respect of f‘ol]m-.-'jng INComes:
(ii) Income accruing or

ceived in India: and
arising or income deemed to

ation of Gross Tot

Comput
Particulars

accrue or arise jn India,
of My, Shridhar for

al Income

AlY. 2025-2¢

h-__-'"‘“—'--.______
Salaries

|
9.25,000

Salary from Govye
(Income chargeable under the head *Sal
India for services rendered outside India i deemed to acerye
section 9(1)(iii), Hence, such income is taxable in the
India, even though he is a non-resident and rende

Foreign Allowance from Gove

mment of India

aries’ payable by the Government to

Or arjse
hands of M. Shrid}
'Ing services outside

ac
In Ing

itizen of

ia Under
1ar, a ¢

lizep of
India)

mment of India
[Any allowances or perquisites paid or allowed as such outside Indj
10 a citizen of India

a by the
for rendering service outside India is e

Gove

i'n 3 Nl] ‘

: ent

Xempt under sectjon 10(7)]

Gross Salary :

Less: Standard Deduction w/s 16(ia) of 7 50,000, being lower of BIOSS salary o ¥ 50,0( ! 5'000
30,000

» 8173

Income from Hoyse | roperty : 00

Rent from a house situated at Australia, received in Australia _ n Nil

(Income from Property situated outside India would not be taxable in India in the hay,




4 [ncome from Other Sources

MR T ST s e e T S
of a non-resident, since it neither accrues or ari el T Nl e i

=) + [ . - : seS m lnd ' = T
arise in India nor is it received in India) ia nor is it deemed to accrue or

1,000

Interest on Post office savings bank account — exempt uptoZ 3,500
8,76,000

Gross Total Income
e———— .
Note — Interest on Post office saving bank account of ¥ 1,000 would be allowed as deduction under

section SOTTA.

Question 14 w
d to determine the residential status of Mr. Dinesh, a citizen of India, for the

You are require

previous year 2024
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:
Date

Particulars

Ealte entered into th
joining the ship by Mr. Dinesh
Date entered into the Continuous Di

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 S

-25.

e Continuous Discharge Certificate in respect of | 16th August, 2024

scharge Certificate in respect of | 21st January, 2025

27 days.

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. 5
[RTP NOV-20Q.] |

Answer 14

Determination of residential status of Mr. Dinesh for the P.Y. 2024-25
an citizen leaves India as a member of crew of an

. where an Indi
days during the relevant

As per Explanation | to section 6(1)
only if he stayed in India for 182

Indi:?n ship, he will be resident in India
previous year.
As per Explanation 2 to section 6(1)1, in case of
of the crew of a foreign bound ship leaving India, the pe
respect of an eligible voyage, not include the period commen
Continuous Discharge Certificate in respect of joining of ship b
voyage and ending on the date entered into the Continuous Discharge Ce
off by that individual from the ship in respect of such voyage.

aged in the carriage of passengers

voyage undertaken by an [ndian ship eng e ca
ort in India and having 1ts destination at a port outside

an individual, being a citizen of India and a member
riod or periods of stay in India shall, in 8
cing from the date entered into the
y the said individual for the eligible
rtificate in respect of signing

Eligible voyage includes a
in international traffic, originating from any p
India.

In this case, voyage is undertaken by
passengers in international traffic, originating from
destination at a port outside India (i.¢., the Singapor

a foreign bound Indian ship engaged in the carriage of
India (i.¢., the Kochi port) and having its

a port in ; )
e port). Hence, the voyage is an eligible voyage.

Therefore. the period from 16th August. 2024 and ending on 21st January, 2025 ha.s to be excluded
for computingplhe period of stay of Mr. Dinesh in India. Accprdmg[yr the pfanod pf 15? days
[16+30+431+30+31421] has to be excluded for computing the period of his stay in India during the

P.Y.2023-24.

ar Borana




Question 15 WS

et .lnqpm::l d';l to Dubai on a private tour for a con,
o i 0 gone oul ol Indl mputing his ericdt
period o a y )
in India during the P.Y.2024-25, - P.Y. 2024-25 would be 179 da
Consequently, the period of stay in India during the P.Y.
159 days - 27 days], which is less than 182 days. )
: 7 -26.
Thus, Mr. Dinesh would bennon-remdenliorrA.Y. 20.2- ey
Since the residential status of M;. Dinesh is “non-reside

. ays, his period of stay i T
humber of days of stay in India in P.Y. 2024-25. being less than 182 day P yin]
n the earlier Previous years become irrelevant.

ys [i.e., 365 daye

a agaip
: wife to spend some time with his parents-in law for 30 days ang
thereafter returned to Country X on 18.02.2025,
He received the following gifts from his relatives and friends of her wife during 01-04-2024 to

1-03- In Indja:

= From parents of wife — [ v A ¥ 1,01,000
- From marrieq sister of wife — $11,000
- From Very close friends of his wife

(a) Determine his res;j

82,000 from yery
®d in India for 400
MTP

and he stay
?

Gurugram. M. Raghu hc;lds d senior |eyve| position g
2009. To share i inding i

travel to other
office.

25 are 3S under-
Country

Period of stay
USA

u
25 August, 2024 to 10 Nove
R | N

UK

—
Germany

e . ' he
(1) Salary 2 15:80:000. The entire salary is pai i i

15,600,000



account.

L (2) Dividend amounting to ¥ 48,000 received from Treat Ltd., a Singapore based company

which was trans

3) Interest on fixed deposit with Punjab Nati : : :
credited to his saving account. jab National Bank (Delhi) amounting to 10{#&\’!&3

Answer 16
Determinati

Mr. Raghu would be
conditions:

(i) He has been in In
(if) He has been in In

of 365 days or more
y one of the mentioned above, he is a resident. If both the above conditions are not

1d be a non-resident.
024-25 Mr. Raghu stayed in India for 180 days i.e., 366 days — 186 days [78 days +

If he satisfies an
satisfied. he wou
During the P.Y. 2
34 days + 74 days] a
satisfies the second
A.Y.2025-26.

A person would be “Not ordinar

(a) has been a non-resident

(b) has during the 1

on of residential status

for 729 days or less.

For the previous yea
stayed for less than 729 days during

Computation of total income of Mr.

ferred to his bank account in Singapore.

a resident in India in P.Y. 2024-25, if he satisfies any one of the following

dia during the previous year for a total period of 182 days or more, or
¥

dia during the 4 years i_m“}Edia“‘fl)’ preceding the previous year for a total period
and has been in India for at least 60 days in the previous year

nd 380 days i.c., more than 365 days during the 4 preceding previous years. He
basic condition for being a resident. Hence, he is a resident in India for

ily Resident™ in India in any previous year, if such person, inter alia:
in 9 out of 10 previous years preceding the relevant previous year; or
previous years immediately preceding the relevant previous year been in India

¢ 2024-25, Mr. Raghu would be “Resident but not ordinarily resident” since he
the 7 previous years immediately preceding P.Y. 2024-25.

Raghu for A.Y.2025-26

not ordinarily
nor has it beer

taxable in the

Particulars Amount )
(1) |Salary from Indian company received in a bank account in 15,00,000

[ndia

Less: Standard deduction u/s 16(1a) 50,000|  14.50,000

(2) Di\'id;:ﬂd of 7 48.000 received from Singapore based
his bank account in Singapore is not taxable in the h

(3) |Interest on fixed deposit with PNB credited

accrued and arisen in India and is also rece

company transferred to Nil
ands of the resident but
resident since the income has neither accrued or arisen in India
1 received in India.

to his savings bank account 1S 10,500

hands of Mr. Raghu as Income from other SOurces, since it has
ived in India.

14.60.500!

Gross Total Income

Total Income

Less: Deduction u/s 80TTB
14,50,000

10,500

I

Question 17 w

Miss Bhanushali, an American National, got

3rd February, 2024

on 11-08-2024. She returned to India aga
She received the following di

2025 in India:
mﬂ!ﬂ:’ aﬂt'l’. l m

married to Mr. Vikas of India in New York on
and came to India for the first time on 14-02-2024. She left for New York

in on 20-02-2025.

fts from her relatives and friends during 01-04-2024 to 31-03-




o . . "-L £
. b parents of husband . o
' . rried sister of husban 1,21,000
. Il:rr::. m very close friends of her husband 2 1,41,000 and ¥

26

total income chargeable to tay
tatus and compute the : ; il
d D:;:g:me:ﬂ(reeasrig%gglzg. Assuming that she has exercised the option of Shlﬂ:fng:
the default tax regime provided u/s 115BAC(1A) 410 Indie eoa b
(i) Will the residential status change if she had returne 4

MTp
instead of 20-02-20257 (MTP
Answer 17

(i) Determination of residential status
she returned to Indin on 20,.2.2025)

|

_ljulcr section 6(1), an individual is said to be resident in India in any previous year,

IThe/she satisfies any one of the following conditions:

(1) He/she has been in India during (|
Or more, or

(1) He/she has been in India during
Year for a (ota] period of 365
days in the Previous year,

If an individual satisf; S any one of the conditions mentioped above

resident, led

. he/she is a
Ve conditions arc not satisfied. the individual is
resident.

and computation of total income of Misg Bhanughgy;

Particulars

1€ previous year for a total period of 182 days

the 4 years immediately p

receding the previous
days or more and has

been in India for at least 60

|
a nnu—l'
Therefore, the residential status of Miss
A_'&’.EI}?_S-J{i has to
Previous year relevan
assessment years,

|
W‘--ﬂili\“.n!i‘ an Amen

can National. for |
be determined On the basis of

I her Slay i India during the | |
f 1 - 1 7 - |
L10 ALY, 2025.25 L& P.Y.2024-25 and in the Preceding foyr | |
Her stay in India
are as undey:
P.Y. 2024.25

01.04.2024 ¢ 11,08.2024 |

i - . . = . YN a g | - 1] H : =
during (he PIEVIOUS year 2024-25 and in the Preceding foyr years |

- 133 days
20.02.2025 10 31.03.2025 - 40 davs
Total 173 days
Four Preceding previgys years
P.Y.2023-24 [14.2.2023 o 31.3.2024] 47 days
P.Y.2022-23 : Nil
P.Y.2021.22 - Nil
P.Y.2020.21 - Nil
Total 47 days
The tota) stlay ol Miss Bhanushali during

the previous year in Indi
the four years preceding this year was for 47 day
Therefore, due 1o non-fulfillment of any of the
would be treated as non-resident for the Asse

Computation of 1oyl Income
Income from other sources
Gifts reccived from non-relatives is chargeable to
aggregate value of sucly gifts exceeds ¥ 50,000,

4 wasg |e
days and during §. |
WO conditions for 4 residen she
ssment Year 2025.2¢.

ol Miss Bhanushali for the ALY, 2025-2¢6 (

S8 thay 182

ax as per section 56(2) (x) if the

= 271,000 received from parents of husband would b? exempt, Simeipal‘enm of Nij
husband fall within the definition of ‘relatives’ and gifts from a relative are o,
chargeable 10 tax,

oy




. Gift received from two friends 41.00 21.000
[~ Gift received . of her husband ¥ 1,41,000 and ¥ 1,21,000
| seemineto 22,62,000 is taxable under section S6(2)(x) since the aggregate of

= 721.000 received 1 el s _' - —
[ 221,000 received from married siste-in-law is exemp, since sister of husband
e e e ot

 72,62,000 exceeds Z 50,000. ,

Total Income
ii) Determination of residential status of Miss Bhanushali (if she returned to India n'ilj

T ™
i

uf

ould change, if she had returned to India again on 20.1.2025

Yes, the answer W

instead of 20.2.2025.
In such case, her stay in India during the previous year 2024-25 would be:
01.04.2024 to 11.08.2024 . 133 days
90.01.2025 to 31.03.2025 - 71 days

204 days

Total

Since she
previous year 202
but not ordinarily resident in India for A.Y.

730 days (it is only 47 days)!
as not ordinarily resident if she 18 non-resident in
his case. Miss Bhanushali is a non-resident in all
or only 47 days in A.Y.2025-26 and never

satisfies the condition of stay in India for more than 182 days during the
4-25. she would become resident in India, She would be a resident
1025-26. since her stay in India in the

preceding seven years 15 less than

| In the alternative, an individual can be treated

any 9 out of 10 preceding assessment ycars. [n
10 preceding assessment ycars. She was in India |
visited India earlier.




Question 1 Q_%@

Answer 2

Mr. Raj Kumar has the fo 240,000 pm)
(1) Basic pay 26,000 p.m
(2) Deamness allowance (D.A.) i
(3) Commission

¢50,000 p.a,
(4) Motor car for personal use (expenses met by the employer) 1,500 p.m. |
(5) House rent allowance

llowing receipts from his employer:

Mr. Srikant has two Sons. He is in receipt of children educa
his elder son and 2 70 p.m. for his younger son. Both h
receives the following all

OWances:
Transport allowance -z

1,800 p.m,
Tribal areg allowance - {

500 p.m.
Compute his taxable allowances

tion allowance of ¥ 150 p.m. for
IS sons are going to school. He also

Taxable allowance in the hands of Mr. Srikant i
If Mr, Srikant exereise

S Computed ag under -
s the option of shift
section | ISBAC(1A)

ing out of the defaylt tax regime Provideg under
Children Education Allowance:

Elder son (R 150 -7 100) p.m, x
Younger son (X 70
Transport allow

12 months]

$70) pm. x 12 months]

=3 600
ance (T1.800 P-m. 12 months) - ?;'[ ¥600
Tribal areq allowance [ 500 $200) p.m, x 12 months| 2 1,600 |
Taxable allowanceg 33.‘.@,@@_
If Mr, Srikant pays tax under default tay re. ime under Section HSBAC i-g-s.zﬁ!}_{l_
Children Education Allowance [(% 150 4 170)pom, x 12 months|
Transport allowance (2 1.800 P-m. % 12 months) < 2,64()
Tribal area allowance ( 50 P-M. X 12 months) 2 1,600
Taxable allowances X6 000




)t "\,i?-'a governmentremployeg ing: e
) He is a private sect ; A e R e
4 retirement. or employee and received grat'uit'i;iif'*rr:-é'ﬂ:(iﬁb
(o) He is a private secto ratulity’ of R0, 00,50 €
~ refirement. r employee and did not receive any gratuity at the tim
| - [smMal

son 4T
Mr. Ravi retired on 15.6.2024 after

' completi iy L :
gratuity of ¥ 15,00,000. At the time of retFi)rer:?:n?f rﬁg gae;r; ?v rar;c?nths of service and received

~ Basic Salary . 50,000 p.m

pearness Allowance :
' ?1 JOO{'J??O p.m. (60% of which is for retirement benefits)
urnover (turnover in the last 12 months was

:’! Commission
i < 1,20,00,000)
) Bonus : T 25,000 p.a.
Compute his taxable gratuity assuming:
i B
(a) Hels private sector employee and covered by the Payment of Gratuity Act 1972

ate sector employee and not covered by Payment of Gratuity Act, 1972

(b) He is priv
[SMQ.]

(c) He is a Government employee.

Question 55>
Mr. Gupta retired on 1.12.2024 after 20

7 5,00,000. Other details of his salary income are:
. 75,000 p.m. (¥ 1,000 was increased w.e.f. 1.4.2024)

years of service and received leave salary of

Basic Salary
Deamness Allowance 7 3,000 p.m. (60% of which is for retirement benefits)
Commission . ¥500 p.m.
Bonus - 1,000 p.m.
- 480 days

Leave availed during service
He was entitled to 30 days leave every year.

You are required to compute his taxable leav
(a) Heis a govemment employee.
(b) He is a non government employee.

e salary assuming:
[SMQ.]

of service. Following are

Question 6
Mr. A retires from service on December 31, 2024, after 25 year>
the particulars of his income/investments for the previous year 2024-25: |
3 N particulars Eak

nth for 9 months

rt of the retiremen Z 8,000 per month

@3 16,000 per mo
t benefits)

Basic pay
Dearness pay (50% forms pa

for 9 months

6,00,000
40,000

Lumpsum payment recel
| Deposits in the PPF account

ovident Fund

he Unrecognized Pr

ved from t




— sed provident fund, fre
0 "TIOf the amount received from the unretm'gf“;’e 5d0 358‘,”7119 employee’s
'couI:lrlbullon was ¥ 2,20,000 and the interest thegec\’;hat is' the taxable portion of {
Was ¥ 2,70,000 and the interest thereon 2 60,000.

' f Mr. A for the ae
received from the unrecognized provident fund in the hands o
year 2025-267

i S a recognised pre
Will your answer be any different if the fund mentioned above wa gnised py
fund?

(S
— . A for the A.Y, 20
(1) Taxable Portion of the amount receiyed from the URPF in the hands of Mr
20 i computed hereunder:

r‘r& b = Particulars

Amount taxable

Answer ¢

under the head “Salaries”:
Empleycr's share i (e p

ived f : 2.20,000
ayment received from (he URPF 000
' 50,0
Interest o the employer's share 0,000
Total 2.70,000
|
60,000
3,30,000
¢ gible for deduction under section 80C for contribution to
PF at the lime of such Contribution, the ¢mployee’s share received from the URPF is not |
taxable af (he time of y thdrawa 4¢ this amoun; has already been taxed as his salary income. J|
(i) Since the fund is 4 recognised ope and the maturity s taking place after a service of 25 years, |
the entire amoun Teccived on the maturity of (he RPF will be iyl
s
Question 7 b},ﬂ'

il 3
aulyY C

Xempt from tax_

me for the p.y. 2024-25,
9ross salary from the details given :

below: [SMQ]
10,000 p.m.
D.A. (50% Is for retirement benefits) ¥ 8,000 p.m.
Commission as a Percentage of turnover 0.1%
Turnover during the year < 50,00 000
Bonus 40,000
Gratuiiy ¥ 25,000
His own Contribution in the RPF T 20 000
Employer's Contribution tg RPF 20% of his basjc Salary
Interest accryeq In the RPF @ 130, p.a. ¥13,000
Quastion 8 \H_-‘J
Mr. Dutta received voluntary relirement compensation of ¥ 7,00,000 5
of service, He still has ¢ years of service |eft At the tj of v ary regi’ cars 4 Months
drawing basic safary 7 20,000 p.m.; Dearness allowance (whgp, forms pary —MENE, he Was
p.m Cor‘npute his taxable vuiunlary retirement COmpensatiq assy ing th ay) ¥ 5,000
claim any relief under section 89 3t he 08s Nt

[Smq;




—

SRSl e e, s

ointed as a CFO of ABC Ld. in N
‘and the company contributes the san
ent fund as on 1.4.2023, 31.3.20‘24'13.5%1E1 51'3'“ 0;

P o _ 2025 is29,81,13 71743,
.h;‘:'efyt; C(:hmpitt;the perquisite value chargeable (o tax i?) fhlélgzﬁdi i?ﬁ; X ul |
o) o e A 2024-25 and AY. 2025:26,Prio 0 192022 he was a consultant, whose
professt xable under the head “Profits and gains of business or profession”. R
e § rI

0, estion 10
- A M.D u;ent ona holiday 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 ¥ 60 000 (% 45,000 for adults
and !" 15,000 for ‘the three minor children). Compute the amouﬁt of LTC éxem’pt if Mr. D
exercises the option of shifting out of the default tax regime provided uls 115BAC(1A).

B B In the above point A, will there be any difference if among his three children the twins
~ were 5 years old and the son 8 years old? Discuss. [sMQ.]

10
A, Since the son’s age is more than the twin daughters, Mr. D can avail exemption for all his three
r one child. The

o’ ! L ‘ 2
chli.dren. T!]E restriction of two children is not applicable to multiple births afte
ho_hday being in India and the journey being performed by air (economy class), the entire
reimbursement met by the employer is fully exempt.
ce the twins’ age is more than the son, Mr. D cannot avail for exemption for
on can be availed in respect of only two children. Taxable

all his three

B. Sin
children. LTC exempti

LTC=15,000X%=?5.000

LTC exempt would be only T 55,000 (i.e. 7 60.000 - T 5,000)

Question 1
s received by Mr. G

Compute the taxable value of the perquisite in respect of medical facilitie
from his employer during the P.Y. 2024-25: [SM Q]
¥ 7,000

Medical premium paid for insuring health of Mr. G
7 5,000

Treatment of Mr. G by his family doctor {
# G in a Government hospital E Z 25,000
712,000

% 8,000

Treatment of M
Mr. G's grandfather in a private clinic |

Treatment of
(68 years and dependant) by family doctor

Treatment of Mr. G's mother
Treatment of Mr. G's sister (dependant) in a nursing home Y % 3,000
¥ 6,000

Treatment of Mr. G's brother (independent) |
(75 years and dependent) abroad 7 50,000

Treatment of Mr. G's father
Expenses of staying abroad of the patient and 7 30,000
- Limit specified by RBI 7 75,000
Answer 11
n of taxable value of perquisite in the hands of Mr. G

h‘ M
- particulars




R

ut of Mrs. G in a Governmen hospital T ard 50000 |
| Treatment of M. s fher (75 years and dependent) abroa - 30000]
3 Expenses t}f-siqying abroad of the patient and attendant ,

Less: Exempt up to limit specified by RBI

Medical premium paid for insuring health of Mr. G

Treatment of My, G by his family doctor
———— T M. G by hi

D0
Treatment of M, G mother (dependent) by family doctor ..“,
Treatment of My G’s sister (dependent) in a nursing home 1 2:00'
Treatment of M. s grandfather in a private clinjc

Treatment of Mr. G

s brother (independent)
Taxable vyye of p

6,000
fet 39,000
Crquisite ~

Question 12 w,

Mr. Cis Finance Manager in ABC Ltd. Th
unfurnisheg

€ company has provided him with rent- free
accommodation in Mumbai. He gives you the following particulars:

Basic salary 12,500 p.m,

Dearness Allowance 2,000 p.m. (30% is for retirement benefits) |

Bonus % 1,500 p.m.

Even though th

e Company allotted the
from 1.11.2024.
(a) Calculate t

the Company,
(c) Compute the

€ perquisite if ABC Ltd. has taken this accommodation on a
lease rent of ¥ 1,200 p.m. and Mr. C is réquired to pay 7 rent of ¥ 1.000 P-m. to the
Company, for the use of this aCccommodation.

(d) Compute the value of the perquisite if ABC Ltq. has provided a television (WDV #
10,000; Cost T 25 000) and two air conditioners. The rent paid by t
air Conditioners g 7 400 p.m each. The t i

000 p.m. o

furnished accommodation.

(e) Compute the value of the Perquisite if Mr, ¢ i
determined by t

Question 13

Ce fees
[SM Q]
Mr. X and Mr. v are working for M/s. Gama Ltd. As Per salary fixation NOrMS; the fGllowjn
Perquisites were offered:
(i) For Mr. X, who €Ngaged a domestic serva!'nl for ¥ 5 per month o
reimbursed the entire salary paid to the domestic Servant je ¥ 500 per Mont, mpioyer
(ii) For Mr, Y, he was provided with a domestic servant @ % 500 Per Month :
remuneration Package. _ S Part of
You are required to Comment on the taxability of the aboye In the hangsq
who are not specifieq employees,

of M

Answer 13

" Xang Mr, v,
[SM q




Ol be considered a
enp e b have A fhe te obligation which the er
- employees covered by section 17(2(ii omestic servant. This'ic taxable i0):
o y scton 17(2i). Henc,thre s e eementin
_tion 14 is no perquisite element in the han
"\ir. X retired from the servi Pt
vices of M/s Y Ltd. on 31.01.2025, after completing serﬁiils'e' 0

vears and one month. He had joi
years nth. He had joined the -
r.ecetVEd t.he following on his retirement: company on 1.1.1995 at the age of 30 years and
' (;) Gratuity ¥ 6,00,000. He was covered under th
(ii) Leave encashment of ¥ 3,30,000 for 330r d © Favmen ot O s {38
cradited 30 days leave for each completed ays Ieave'balance in his account. He was
(i) As per the scheme of the company, h year of service.
P 3_0.01 2022 by the company for 2 5 bO govgasc offered a car which was purchased on
o him for the car. Company depreciatés the : h'Ompany has recovered 200,000 FoTS
§ Method. vehicles at the rate of 15% on Straight Line
(iv) An amount of ¥ 3,00,000 as commutatio i
) Company e wnoc:{hp:r;sgmgofor 2;:3 of his pension commutation.
. ; . ,000 on his retirement.
vi) His colleagues also gifted him a Television (LCD) worth ¥ 5 ‘
contribution. 0,000 from their OWn
Following are the other particulars:
(i) He has drawn a basic salary of Z 20,000 and 50% d
period from 01 .04.2024 to 31.01.2025. g
(ii) Received pension of 5,000 per month for the period 01.02.2025 to 31.03.2025 after

commutation of pension.
Compute his gross total income from the above for Assessment Year 2025-26 assuming he
[SM Q.]

has not opted for the provisions of section 115BAC.

earness allowance per month for the

Question 15
Finance Manager gives you the list of perquisites

Shri Bala employed in ABC Co. Ltd. as

provided by the company to him for the entire financial year 2024-25:

(ij Domestic servant was provided at the residence of Bala. Salary of domestic servantis T & .
1,500 per month. The servant was engaged by him and the salary is reimbursed by the b

company (employer).
In case the company
perquisite'?

(i) Free education was pro
and owned by the company. The cost of such €

per month and for Ashok at ¥ 1,200 per month.
company for such education facility from Bala.

(iif) The employer has provided movable assets suc
conditioner at the residence of Bala. The actual

has employed the domestic servant, what is the value of |

hok in @ school maintained &
computed 2t 7 900 [N
red by the ===

Arthy and As
ducation for Arthy is
No amount was recove

vided to his two children

sion, refrigerator and air-

h as televi
ded to the

cost of such assets provi

niversary. It

employee IS < 1 0,000. | ' .
(iv) A gift voucher worth % 10,000 was given on the occasion of his marriage an
is given by the company to al employees above certain grade. |

idence of ghri Bala and the bill aggregating to € 25,000

provided at the res!

(v) Telephone
_ paid by the employer.
B




) Hous g loan @ 6% per annum. Amount OUtTta"dls':ﬁ' o"}"e;cﬁf:tgs o

Bt pays X 12,000 per month towards principa ﬁonBala e e,
Compute the chargeable perquisite in the hands of Mr. 4 for housing loan may |
The lending rate of State Bank of India as on 1.4.202 SR
10%.

< 1at2
salarv
S o odiary

Answer 15

i Bal
Taxability of Perquisites provided by ABC Co. Ltd. to Shri Bala

estic servang .
i i and the salary of such dom rvant y,
(i) Domestic servan( was employed by the employee 11e te for all Categories of employees,
paid/reimbursed by the employer. It is taxable as perquisite
- Taxable perquisite valye — 1,500 x 12 = 18,000,

If the company had employed (he

employee, then the Perquisite is ta

taxable perquisite in such a case al = o

e T S . ¢ In Tespec

(1) Where the educationa) Institution is owned by the employer, the value of perqu!?ft IE i L?ca!ion‘

free educatio facility shall pe determined with reference to the reasonable cost of suc

in a similar inst

ar the locality. However. there would be no perquisite if the cost of
such educ hot exceed ¥ 1,000 per month.

N0 perquisite in respect of cost of free education provided to his child
10t exceed ¥ 1,000 per month.,

¢ education provided to his
tmonth. The {ax

An alternate vie

domestic servant and the facility of such servant is gIven to the

xable only in the case of specified employees. The value of the
50 would be ¥ 18,000,

itution in or ne
ation per chilg does
Thcrefore. there woulq be
Arthy, since the cost does 1
Howevcr, the cost of f; re
EXceeds T 1,000 pe
Note —
In such

child Ashok would be taxable, since the cost
able perquisite value would be ¥ 14,400 (% 1,200 x 12).

W possible s that only the sum in excess of 7 1,000 per month is taxable,
d case, the valye of perquisite would be ¥ 2 400.
(1i)) Where the employer h

a5 provided movap|e assets to the e
househuld, 10% per annum of the aepy

mployee or any member of his
al cost of such asset owned or the amount of hire charges
incurred by the €mployer shal| e the value of Perquisite. However. this will not apply to laptops
and computers. In thjs case, the movap)e assets are television, refrigerator and ajr conditioner and
actual cost of such assets s ¥ 1,10,000.
The Perquisite valye would be |0, of the actyal
(iv) The value of any gift or voucher or
of his household not
Case, the amoupt W
limit of ¥ 5,000,

Thcreforc. the

cost i.e., ¥ 11,000, being 10¢
lieu of gify received by tf
aggregate during the
Occasion of Mmarriage

0of T 1.1 0,000,

1€ employee or by member
Previous year js exempt. In this
anniversary and the Sum exceeds the

token in
EXceeding ¥ 5,000 in
as received on the

entire amount of ¥ 10,000
Note- Ap alternate v
case, the val

is liable to tax gs Perquisite,

1ew possible is {1 Sum in excess of 5

1at only the
ue of perquisite wou

Id be 7 5,000

sidence of the

J000 s taxable, Iy such a

(V) Telephone Provided at the re
free perquisite.

(vi) The valye of the benefit o
concessional loan made ay
relevant previous year b
Sum equal to the interest computed
(SBI) as on the Ist day of the reley

employee angd Payment of b by the “Mployer is 4 tax
the assessee resulting

ailable to the employee or g
Y the employer of

from the Provisic Ros 3
Yy member of his I1m|.~.ach(~.|d durine th
any person on his behalf shayy be determincd qé-‘ 3
at the rate charged per annum by the State an u!T ll?e
‘ant previoys year In respect of loans oy the gq, e Ndia
advanced by it, This rate should be applied on the maximum uulstand_ing Month]y, balane xi’UI“.pose
resulting amount shoyld be reduced by the interest, if any, actually paid by him_ “and the

“Maximum outstanding monthly balance” means the aggregate OUtstanding balance

M of intereg.

last day of each month.

for |
135 opy the

i 4 v ., =Y

The perquisite value for tomputation is 10% - 6% = 49,




| September, 2024

October, 2024

November, 2024

December, 2024

January, 2025

February, 2025

March, 2025

Total value of this perquisite

5,88,000
5,76,000
564,000
5,52,000
5,40,000
528,000
5,16,000
5,04,000
492,000
4,80,000
4,68,000
4,56,000

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 taxable perquisite =

20,880].
Note - In case the
would b

Question 16
AB Co. Ltd. allotted 100

allotted at < 200 per share a
exercise of option by the a
accordance with the method

(i) Whatis the perquisi

(ii) In the case of subsequent sa
hose sweat equi

acquisition of t

Answer 16
(i) As per section 17(

the fair market va

as reduced b

Fair market value
Less: Amount

Value of perqy

(ii) As per section 49(
acquisition of such
perquisite valuation unde

Therefore, in cas€ of subs

e 7 57.280 [ic., T 18,000 +% 2,400 + T 11,000

0 sweat equity shares to
s against the fair mar
llottee viz. Sri Chand.
prescribed under the Act.

te value of sweat equity shares

2)(vi), the v
lue of such s

y the amount actually paid

shares.

» of 1000 sweal equity sha
m Sri Chand 1000 sha

shares allotted to Sri
sfer of sweat equl

reco vered fro
isite of sweat e

2AA), where capl
shares shall be
r section 17(2)
equent sale of gweat equity shares by

7 74,280 [i.e. T 18,000 +3

alternate views are taken for items (i1) & (iv),
+7 5.000 +% 20,880].

le of those sharés by
ty shares?

alue of sweat €q
hares on the date on W
by, or reco

particulars

res (

quity
tal gain arises from tran
the fair market

Vi),

Sri Chand in J
ket value of T 300 per sha
The fair market value was comp

allotted to Sri Chand?
Sri Chand, what would

uity shares ch

hich the option is exercis

vered from, the assessec 1

@ T 300 each

res @ X 200 each

value w

14,400 + T 11,000 + % 10,000 +3

the total value of taxable perquisite

une 2024. The shares were
re on the date of
uted in

be the cost of |
[SMQ.]

perquisite shall be
ed by the assessee
n respect of such

argeable to tax as

Chand

ty shares, the cost of
en into account for

hich has been tak

f acquisition

gri Chand, the cost 0




would be € 3,00,000.
Qun n17

for the .Y, 2024-26 .
X Ltd: provided the following perquisites to ts employee Mr. Y fo

26,000 pm, Is 1604
(1) Accommodation taken on lease by X Lid. for T 16,000 p.m p
from the salary of Mr, v,

000 p.m. No a
(2) Furniture, for which the hire charges pald by XeLtd, s 23 P
recovered from the employee |n respect of the same,

2 used both for ¢
(3) A Car of 1,200 cc which i owned by X Lid, and given to Mr, Y to be use

and personal purposes. All running and maintenance expenses are fully met by the
employer. He |s algo provided with a chauffeur.

(4) A gift voucher of 2 10,000 on hig birthday, ing his satan 8
Compute the value of perquisites chargeable to tax for the AY 2025-26, assuming his sa y
Perquisite valuation o be 2 10 (akh,

[SMQ,
Quoation 18

Mr. Goyal receives the follow
Busic pity

Ing emoluments during the previous year ending 31,03,2025,

T .4,00,000
Dearnesy Allowance 2 1,50,000
Commission 2 1,00,000
2 40,000

Iimm'talinmcnt allowance

\
Medicql CXpenses reimburse 2 25,000

Professional (ax paid T 2,000 (% 1,000 was p
Mr,

ards recognized provident fund.
Dete A-Y.2025-26, if Mr. Goyal is a S
Answer 18

Goyal contributes ¥ 5000 low

aid by his employer)
rmine the income from sal

He has no other Income.
ary [or

ate Government employee,
(‘mnpumtinn of salary of Mr, Goyal for the A.Y.2025-26 under default ¢
section HSBAC

4X regime under

—— - e
Particulars ' ¢

____-_T_____‘———-_____\_‘_\__‘—-—\_\_—-———\_\_—\_‘—-—._ ———

Basic Salary

Dearness Allow

; 4.00,000
ance 1,50,000
Commission I 1,00,000
Entertainment Allowance received
Employee's contribution 1o Rpy [Note|

40,000
Medical expenses :'L'Iulnlmlrhul | 2:_{;[_]?]"
Profession: lax paid by the employer
— 00 paid by the employer S L0
Gross Salary e |
4 ) ol b oy 7,16,000
Less; Deductions under section 16(ia) - Standard deduction of upto
T 50,000 ;
75,000
Income from Salary . »-;:_I_H__
i T e e— L. 141,000
Note: Employee's contribution (o RPF is not taxable, 1( is eligible for de, =ty
such deduction shall not |

—_|
tluclmn Ws Roc o

L‘l.'lit'm l 15[3‘-‘\(.‘ . Hn\\'t.“u'l:['.

e avatlable under (he deflault tax r

Cgime undey g

—




T : 3 ~

¥ Entertainment Allowance received
Employee’s contribution to RPF |Note]

Medical expenses reimbursed

pmfessional tax paid by the employer

Gross Salary
Less: Deductions under section 16
under section 16(ia) - Standard deduction of upto ¥ 50,000

under section 16(ii) - Entertainment allowance being

Jowest Of :
(a) Allowance received
(b) One fifth of basic salary [1/5 x T 4,00,000]

(c) Statutory amount

under section 16(iii) - Professional tax paid

Income from Salary
Employee’s contribution to RPF is not

Note: taxable.

Question 19 * 5
In the case of Mr. Hari, who turned 7h years
(computed) for the previous year 0024-25 is ¥ 10,20,00

3,45,000. Further, you aré given the following details 1
d is attributable to:

2012 - 2013

9,50,000

le under sectio

not opt for section 1 15BAC.

relief availab

Compute the
Mr. Hari does

Assume that

Note: Rates of Taxes:
Sla

als of the age of
y time during

Assessment
_', Year

It is eligible for deduction u/s 80C.

on 28.3.2025,

n 89 and the tax payable

b rates of income-tax

1,50,000]
1,00,000 |
40,000
25,000
1,000
7,16,000

50,000

40,000
80,000

5,000 5,000

2,000
6,59,000

rmed that the salary
ceived is T
hich

you are info
d arrears of salary re

0 an
to the earlier years to w

elating

the arrears of salary receive
“ ~ Previous year | Taxable Salary() Arrears Now received 3) | |
2011 - 2012 | 7,10,000 1,03,000] [
8,256,000 1,17,000| &
125,000 [

for the A.Y- 2025-26. I‘
¥

For other resident individuals

Slabs Rate |/ .




10% | ¥1,60,001-2 5,00,000 s
? \-\1 40 001 - T 5|00|000 ] I N
A 22,40,
20% | ¥5,00,001-% 8,00,000 e
¥5,00,001 - ¥ 8,00,000
30% Above ¥ 8,00,000
Above ¥ 8,00,000 ¢ ———
~Slabs— Rate= sm:___ﬁ_
T ; 1,80,000
2013-14 Upto % 250,000 Nil Upto
AR $250001-2500000 | 10% | 2180001 25,00,000
¥5.00001-2800,000 | g0 ¢5,00,001 - % 8,00,000
Above ¥ 8,00,000 30% Above ¥ 8,00,000
2014-15 Upto % 2,50 00 Nil Upto % 2,00,000
PrAs-tx $2,50,001-2 5,00 00g 10% | 22,00,001-7 5,00,000 10%_1
£5.00,001 -7 19,09 g 0% %5,00,001 - 3 10,00,000 | 209 |
Above 7 10,00,000 30% Above 7 10,00,000 30%
Note ~ Education CeSS@2% ang Secondary anq higher education CeSS@1% was attracte
on the NCome-tay fo, all above Préceding years. [Sm Q
Question 20
Mr. Mohit IS emp| d wi
il allowapr; gge@%tngczftt:éion a basic ﬁalary of 3 10,000 p.m € Is also entitled ¢
of eMployment T P rs], ary, 50% of Which js INCluded in Salary ag Per term
lncregse dto 2 0 s o ﬁ;\ rent allowance of T g 00 p.m hich Wwa
Year 2024.5 u <925 Rent paig 'M during p, Previgy,
April ang May 2024 Nil . '
NLe 10 Octoper, 50, | = ;e S12YSdWith i e
Ovember, 2024 1 March, 2025 . g - LM, forah Bee datio
oVt IS gross saia ' Ssment 2 e dation | haziaba
Provision f section 1158 M year 2025 ing
Ans;.ver 20

[Sm Q,
(.‘unnul:i' X oss cal. ,
\_\ﬂf&ﬂiﬁ@i‘lﬂhit for Ay 2025.9¢
Pill‘ticulurs \
aAQin L q__“—‘—_h‘_h“_‘——
lehl( hd],uy [.:"'{ H).“““ “” (7 ]]‘(}{][-]h, ')” '\
Dearnegg Allowance (100% of basie salary) \
e p)
House Rent Allowap ) . *%2100{]
Grogg Salary Is22,()()0
21,309




s

y per month
allowance | '
| . : z 'I_ >

1c ed in salary as per
[terms _*?f employment) (50%
salary per month for the Sl T
| purpose of computation of
house rent allowance 15,000 15,000 15,000 15,000
y Relevant period (in months P 5 .
b 2 .
Salary for the relevant 30.0 I -
riod (Salary per month x %0 72,000 30,000 15,000 33,000
relevant period)
Rent paid for the relevaiit Nil
e 30,600 16,000 8
, i 000
; period  6,0005)| 16,000
; | (7 8,000<2| X 8,000<1)| 8,000%2)
i :House rent allowance 12,000 30,000 12,000 7.000 14,000
(HRA) received during (% 6,000%2)| (% 6,000%5) X6 ’ : ;
_ it : 000x2)| (% 7,000% -
the relevant period (A) A 0x1)| @002
Least of the following 1S N.A.
exempt [W/s 10(13A)]
|. Actual HRA received - 30,000 12,000 7.000 14,000
22,500 13,000 6,500 12,700

= et et

2. Rent paid (-) 10% of

salary

3. 40% of salary 30,000 15,000
(40% * (50% *

(Residence at Ghaziabad
e 2072
June to Oct, 2025) 275000 30,000

7,500 16,500
(50% * (50% *
715,000 X 33,000)

50% of salary
(Residence at Delhi—
Nov, 24 - March, 25)
Exempt HRA (B) Nil 22,500 12,000 6,500 12,700
12.000 7,500 Nil 500 1,300

Taxable HRA [Actual HRA
(-) Exempt HRA] (A-B)
00+% 1,300 = 21,300

Taxable HRA (total) = 7 12,000+ 77.500 +% 5

J



ﬁi:_i_'#tlon 21

' Ives the following meg |
Is. Rakhi is an employee in a private compaggizg? recel ___ .
lf\::':n t;a S eLing s prsyiote yfar?:r,f S r _ | BN
- R ] e e ——— g !TI-‘-L "'uam"l . 0 :IL " -
L Paticula

¥

- urred by Ms,
Reimbursement of following medical expenses inc

Rakhi

' ivate clinicT
(A) On treatment of her self-employed daughter in a priva

(B) On treatment of herself by family doctor T

(C)On treatment of

her mother-in-law dependent on her, in a
nursing home 5

Ith
2 |Payment of Premium on Mediclaim Policy taken on her hea
Medical Allowance _ 5 00
4 Medical expenses reimbursed on her son's treatment in a Ul
government hospital §_ 1.05.008
5 Expenses incurreq by COmpany on the treatment of her minor son S
abroad inciuding stay €xpenses ¢
6 Expenses in relation tg foreign trae| of Rakhi and her son for
Medica| treatment
Note-Limit Prescribed py RBI for €xpenditure on medical treatment
and  stay abroad g D 250,000 Per financial year under
liberafj itt .
Cralized rem; ﬂ?_gche_rie |
Examine the taxabllny of the above benN
Answer 21

Tay treatment of medicg] bene

fits, allowances and Meditlaim Premium
in the hands of Ms. Rakhj for Ay, 2025-2¢
|l
--_—-—.____-
1.

Reimhursement of medije
--._ﬁ:h___%___—ﬂ_%___

(A) The amount o

al expenses incurreqd by Ms, Rakhj
daughter in

3 4000 reimbursed by her employer f
A Private clinic ic isi

for eatment of her se!f-cmp]oved'
IS taxable Perquisite -
(B) The amount of 7 8,000 reimbursed Yy the “Mployer fo treg
family doctor ig laxable Perquisite.
(C) The amount

of ¥ 5,000 reimb
AW in g

mother-jp.| ursing hom,

ursed by her

S. Rakh; by

“mployer fo,

Ireatmen, f her o |
€ IS taxable Perquisige, LDL”dam
The ggregate sym of 7 17,000, Specified i (A), (B) and () above, Mbyre
employer js taxable perquisite Sed Ty, h
Z Medical INsurance Premium of 7 7,500 Paid by e CMployer for insyr ng 1 f
Rakhj is g lax free PErquisite ag ey clamsc{iii}gl'lhe first Proviso tq S€Ction I?De?hh of Mg |
3. :dical allowance 0% 2,000 per month je, 7 24,000 A 18 @ fy]) t =L
_._j____M.L j. = = hE _i __"——_—_____—__H__,E ﬁXahIQ ||n e
4. |Ag per clayge (11)(a) ol the firgy Proviso 1o section 17(2), reimbyps ent X
of T 5,000 on her o5 Ireatment iy 4 hospital Mamtaiy
pPerquisite,

ed by the G‘Wem "ledica]

——




OYerWou
Expenditure °“‘Il'ie'dic'a.1tm- site st
treatment of the emplc
| employee, outside India lt*i;o;%ﬁﬁeiﬁgpl%e,
3 5 Case];

| (i) Expenditure on travel
3 el and stav ab :
such employee for medi ay abroad of the empl o).
i i l'll'llcdlcnl treatment and one att%og e .any-menjne_
ch treatment [ 1,20,000, in thi: lmt"l“Flm el
L case).

~|The condii
J e conditions subject to whi
ject to which the above expenditure would be exempt are as follows—

or any membe

(i) The expenditure on medi
A medical treatm
perquisite to the extent permitted by R::;r::%ait:};fib?ad would be excluded from
[ India;

on (if) The expenditure on travel wo
A uld be exclud h
4 employee whose gross total i uded from perquisite only in the. n
i ¢ y in the case of an
does not exceed % 2 lakh. ncome, as computed before including the said expenditure,

Since the expenditure medi

permitted by F}’zgl,“:;lty l::ml;lil;dl;cal treatment and stay abroad does not exceed the limit

it ahd hez minop sonb e fully exempt. However, the foreign ravel expenditure of
orne by the employer would be excluded from perquisite only

if the gross total income of M i
s. Rakl ore i - i i
B e o hi, as computed before including the said expenditure,

|——

Question 22

Mr. X is emplo

entertainment allowance an

with the following benefits:

1. A company owned accommodation is provided to him in Delhi.
2 40,000 was provided on 1.8.2024.

2. A personal loan of ¥ 5,00,000 on 1.7.2024
The entire loan is still outstanding. (Assume

salary of 25,000 per month and an

yed with AB Ltd. on a monthly
0 p.m. each. The company provides him

d commission of ¥ 1,00
Furniture costing

on which it charges interest @ 6.75% p-a. |
SBl rate of interest on 1.4.2024 was 12.75% [

The company had i34
finally sold to. == 3
I 3

.

p.a.)
3. His son is allowed to use a motor cycle belonging to the company-
ycle for X 60,000 on 1.5.2021. The motor cycle was

purchased this motor C
him on 1.8.2024 for X 30,000.

4 Professional tax paid by Mr. X is T 2,000.
Compute the income from salary of Mr. X for the ALY. 2025-26 assuming Mr. X has opted |
[SM Q] ﬂ}:

out for the provisions of section 115BAC.
'i X

-

rnishes you the following 1."'.' o

Question 23 B2
Mr. Balaji, employed as Production Manager n Beta Ltd., f
/ information for the year ended 31 03.2025:
(i) Basic salary upto 31102024 50,000 p-m-
Basic salary from 01.11.2024 # 60,000 p-M-
Note: Salary is dué and paid on the |ast day of every month.
i 9 ic salary-
i) D allowance @ 40% of basic S8 |
Eiii)) Bjs:;e:’:um to one month salary: Paid in October 0024 on basiC salary plus dearness
‘ month.
et appllcaf_ﬂe ot nized provident fund account of the empioyee@16/o

(iv) Contribution of employer t° recod

of basic salary:



« Incomi )

 Salary

g S 2 ' loyer.

e , : ich ¥ 2,000 was paid by the employ .

(V) Professional tax paid Z 2,500 of which i o Bl fr ot ofiil andpeml 1—-.
(Vi) Facility of laptop and computer was provide

ired by the
Cost of laptop ¥ 45,000 and computer ¥ 35,000 were acquired by cor ._
01.12.2024. £

{ i ine exceeds 1 g
(vii) Motor car owned by the employer (cubic capattﬂtfy rogoter?%fﬁcial = persgﬂ
provided to the employee from 01.11.2024 mean1 % 2024 10 31.03.2005, g2
Repair and running expenses of ¥ 45,000 from 0 Js Smbioy e
met by the employer. The motor car was self-driven y

iS Wi children (one dayqp

(viii) Leave travel concession given to employee, his wife and thr e;ass) reimbie g hte
aged 7 and twin sons aged 3). Cost of air tickets (econom_yé Balaji is elgie. 1
employer ¥ 30,000 for adults and ¥ 45,000 for three Fh;L‘Le“- € fg
availing exemption this year to the extent it is permissible in law.

: i he asse o
Compute the salary income chargeable to tax in the hands OI;MF;:E;;&%'J[‘;OE; c [Féi’l"
year 2025-26 assuming he has shifted out for the provisions of se .

Question 24

From the following details, fing out the salary chargeable to tax for the A'Y'ZOZS'ZB
assuming he has shifted out for the provisions of section 115BAC-

Mr. X is a régular employee of Rama & Co., in Gurgaon. He was appointed on 1.1.2024 jpy

o ivalent to one|
the scale of 7 20,000 -% 1,000 - ¥ 30,000. He is paid 10% D.A. & Bonus equiva :
month pay baseq on of his pay and DA,

1 (v]
salary of March every year. He contributes 15% .;
owards his recognizeq Provident fund and the company contributes the same amount. DA
forms part of pay for .

etirement benefits.
He is also Provided with following facilities:
(i) Facility of laptop

costing ¥ 50,000, | _
(ii) Company reimb

ursed the medical treatment bill of his brother of 2 25,000, who is
dependent on him.

(iii) The monthly sala
(iv) A gift Voucher of
(v) Conveyance g

reimbursement

ry of ¥ 1,000 of 3 house Keeper is reimbur

¥ 10,000 on the occasion of his marriage anniversary.

lowance of 2 1,000 per month is given by the Company towards actug|
of conveyance Spent on official duty.

personal accident policy for which
company. -
(Vi) He is getting tele

1

sed by the company,

Premium of ¥ 5000 IS paid by the

phone allowance @3 500 per month,
Question 25,211

[Sm Q)]
Mr. Neeraj, a salaried employee, furnishes the following details for the financia| year 2024.-
25:
D __\—\_\—\H————‘._
Particulars 5
o e T "—-—-———————————___x—h_\%k_a
Basic salary = 00
Dearness allowance e -
Commission e
Entertainment allowance o
Medical expenses reimbursed by the employer 1
Profession tax (of this, 50% paid by employer)




_ .hgr.given by employer on his bl-r;-e r
|Life insurance premium of Neeraj paid b i
Dy employer

lLaptop

aptop provided for use at ho

|Lapt me. -

the assessee are also using the ﬁ:;tlc?:) ?sﬁ of Laptop to employer Ch’ilﬁf'a"n'-
, ome] *

10
| gmployer company ow
B | EmP : ns a Maruti .
~ ore than 1.6 litres), which i Suzuki Swift i
|more ) was provid car (Engine cubic capa
onal use. N provided to ubic capacity
person o driver was provided. All exggﬁs?asss:fes?ne'tbgth torofic antg
et by the employer

;‘Anntlal credit card fees paid b
} | y em i
for official purposes; details of usagep:ier:ggidl‘} %ard el R
Jfor ‘ ailable] e
You are required to com i

pute the income chargeable under the head Salaries for 'E’;

ssessment year 2025-26. A
ssume he has shifted out of default taxation regime u/s

115BAC
answer 25 r [RTP NOV-20 Q]
Com utation of income ch g
!: = argeable under the head “Salaries”of M'ff Ngeraj for A.Y.2025-26
Basic Salary 1'| _#ﬁm
Dearness allowance 5,40,000
Commission 3,60,000
Entertainment allowance 50’0{;0
Medical expenses reimbursed by the employer is fully taxable _ 2:;{;
P rofes.si.ona] ta-“_Pﬁifi by the employer is a taxable perquisite as per section 17(2)(iv), 2,000
since it is an obligation of the employee which is paid by the employer '
Health in.s..grancc Pf}"“il“" of Z 9,000 paid by the employer is an exempt perquisite Nil
[Clause (iii) of proviso to section 17(2)]
) Mr. Neera birthday [entire amount is taxable 12.000

Gift voucher given by employer oI

since the pcrqui:-:i[e v 5000, as per Rule 3(7)(iv)]
34,000

alue exceeds 3
er is a taxable perquisite as per

Life insurance premiuim of Mr. Neeraj paid by employ
section 17(2)(V)
e as per Rule 3(7)(vii) Nil

Laptop provided for use at home is an exempt perquisit
Provision of motor car (engine cubic capacity more than 1.6 litres) owned t;y 28.800
employer prm'idccl to employee; the pcrquisilc value would be? 28,800 [Z 2,400 * 12]
as per Rule 3(2)
Annual credit card fees paid by employer 18 (axable perquisite & per B:Ilc tf”){"}
i " A .4 Al 4 : g TP
since the credit card is not exclusively used for official purposes and details of USASE
are not available
10,60,300
Gross Salary
Less: e under section 16
Deductions . (ia), lower of gr0ss salary ﬂndzj{),uo[} 50,000
. Standard Deduction &° per sectio a), £ dis i
: : ’ a i
allowable since Mr. Neera) 1S not

Ancti ol
- Entertainment allowance (deduction ¢

5.000| 8



.’ﬁmﬂsﬁiﬁﬁal-taxpntd allowable as deduction as per section 16(1i1) &
| Income chargeable under the head “Salaries”

: ived by the employee o
Note: As per Rule 3(7)(iv), the value of any gift or Youl‘fherr ﬁ::;egnplo; er shall be determye]
of his household on ceremonial occasions or otherwise fron Peny ginor Joucio ety
sum equal to the amount of such gilt, However, the Vﬂ-mc Orrcgnlc during the previous y
employee or by member of his household below 2 5,000 in ‘l‘gb ift voucher of % 12,000 was
be exempt as per the proviso to Rule 3(7)(iv). In this casc, t Iﬁ:lg Since the value of the gifi v,
by Mr. Neeraj from his employer on the occasion of his birthday.

; i (3 lax as perquisite, The ,
exceeds the limit of? 5,000, (e entire amount of ¥ 12,000 is liable to PeIY bo
solution has been worked out accordingly.

: : in view of the langyan
An alternate view possible is that only the sum in excess of T 5.{):}0'{5:‘[;“23[1";; 5,000 in the g Nguag
of Circular No,15/200] dated 12.12,2001, which states that suc 1! { Eisile A per this view i
PECannum would be exempt, beyond which it would be taxed as a perq ; » the

Y\ . any e - y I “L
value of Perquisite would be ¥ 7.000. Accordingly, the gross salary and net salary Would
10,55.300 and 10,01,300, respectively,

Question 26 o

Mr. Samaksh s 3 Marketing Manager in Smile Ltd. From the following information, you arg
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 115BAC
(i) Basic salary is ¥ 70,000 per month.

(i) Dearness allowance @ 40% of basic salary

(iii) He is provideg health insurance scheme approved by IRDA for which 2 20,000 incurred
by Smile Ltd.

(iv) Received 3
Smile Ltd.

(V) Smile Ltd. allotted 800 swe
< 450 per share and the f
Samaksh was 7 700 per s

10,000 as gift voucher on the occasion of his marriage anniversary from

at equity shares in August 2024.

air market value on the date of e
hare.

The shares were allotted a
xercising the option by Mr.

01.04.2024 is 7 15 Lakhs. ¥ 50
principal starting from June 202%.
01.04.2024 was 8%,
(ix) Facility of laptop costing ¥ 50,000
Answer 26

» amount outst
maksh eve

Computation of income under the head “Salaries

llTarticuhlrs

Basic Salary [370,000 x 12 months]

Dearness allowance [40% of ¥8,40,000]



since the amount of loan ex:

- : e n exceeds ¥ 20,000, Fi
d S Lending: tats of SBlon 142024 éséo,gqo s
ered. Thus, perquisite a0 JaTe et s red % has to be
) [See Working Note] determined @ 3.5% (8%

grance premium paid by the employer [tax free perquisite]

T T 2 |
housing loan given at concessional rate, wuuldlbe -

th ins

Gift youcher on the occasion of his marriage annive :
| heasn ; rsary [A :
_3(7)__(1'«?& ;heth\;a;ue ;)f any g;ft or voucher or token ri);[Iiz-upec:-fR;iIi::
receive mployce or by member of hi :
S0 in a8 is household exceeding
pelow)
Allotment of sweat equity shares

Fair market value of 800 sweat equity shares @3 700 each

Le
Use of furnitu
10% P-a- of the a

Use of LaptoP

Facility of use of laptop is not a taxable perquisite
mployee

Transfer of asset to €
fure transferred to Mr. Samaksh

gregate during the previous year is fully taxable] (See note

@ %450 each

ss; Amount recovered

re by employee
otual cost of T 1,10,000

Value of furni

[ ess: Normal wear and tear (@
on SLM basis [|IUﬂ”U x 10% X 4 years

September 2024)]

pleted year of usage

10% for each com
r 2020 to

(from Septembe

Gross Salary

Less; Standard deduction ws ry or 50.000, whichever

16 [Actual salar

is less]

Net Salary

Working Note:
n at concessional rate

Computation of perquisite value of loan give
lending rate of SBI on |.4.2024 @8%

For computation, the
3.5% (8% - 4.5%)

value would be determined @ -
Maximum outstanding halance as

B —

April, 2024

May, 2024 15.00,000

June, 2024 14.50,000

July, 2024 14.50,000

August, 2024 14,50,000
14,00,000

September, 2024

has to be consid

on last date

Month
of month (5)
| 5,[]0.”0(]

il

— [ 10000
5,60,000

3,60.000 2.00,000

11,000

Nil

Il o
1,10,000

44,000 66,000

15,22,291

14,72,291

50,000 | [

ered. Thus, perquisite & ;

Perquisite value kt__ |

3.5% for the mon
4375
4,375
4,229
4,229
4,229
4,083




14,00,000
13,50,000 3
tE- 13,50,000 |
“abl February, 2025 13,50,000 .
|Mareh, 2025 13,00,000 | .
Total value of this perquisite )

: 000 is taxable, [ o
Note: An alternate view possible is that only the sum in excess of ¥ 5, ns

1d be T 15,17 5
the value of perquisite would be ¥ 5,000 and gross salary and net salary would be 172
14,67,291, respectively,

Question 27 o2

You are required to compute the income from salary of Mr. Rgéz g.nder default

regime from the following particulars for the year ended 31'0,3- ' .

(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. :

(i)) He was paid 4 salary of ¥ 25,000 p.m. and house rent allowance of 76,000 P-m. He
Paid rent of 7 6,500 p.m., during his tenure of service.

(i) on retirement, he was paid a

gratuity of ¥ 3,50,000. He was covered
Of Gratuity Act, 1972, g had not received any other gratuity at a

L]

by the paym'_-
ny point of {j

gift voucher of # 5,000 on his retirement. His
bile phone worth ¥ 50,000 from their own

[MTP Q/sM)
Computation of

income under the
the A.Y.2025.2¢

head “Salarie

$” of Mr. Raja under default tay regime for
Particulars 2 - 2
1 & '-_-—-_-__-—-—-—-___
Basic Salary = % 25 00 « 9 months 225,000
Hj:)usc Rent Allowance 6,000 x ‘.} months 54.0008
[Fully Taxable under default tax regime|
§astuity 3,50,000
Less: Least of the following exempt under section 10(10)(i)
3,50,000 Nil
(1) Actual Gratuity received 7 3,50.000
(i1) 15 days salary for every year of completed service [15/26 xZ 25,000
X 26] =¥ 3,75,000
(i11) Notified limit = 7 20,00,000
Leave encashment 3] 5,000
Less: Least of the following exempt under section 10(10AA)
ss: Least o —OWing exempt under s =liswtl.
38




i T M —

4 -r"rJ"S_t‘wu_ :

' == 5P L

'1i'“‘|'-' T
s

o ary actually received ¥3,15,000
50,000, being 10 months’ Sl e o
Ih._:.equivalent'df leave standing at th e y g
on the average salary of last 10 hmnuf;r."d“ of the employee based
!_..S_che) for every year of actual service Eem:lx. 30 days per year of
Al from whose service he has retired R i b
. 375/30 X % 25,000 = 3,12,500
' eave Due = Leave allowed — Leave taken]
|2 750 (30 days per year > 25 years) — 375 d
ays (15d
_ 375 days] e
Uncommllted Pension received [T 5,000 x 1) + ;
: ] ‘z
Commuted Pension received ElE
ess: Exempt under section 10(10A)
1/3 x £ 3,00,000/60% x 100%)
Gift voucher [As per Rule 3(7)(iv), the value of any gi
- - - . . g 5 ﬂ
token 11 lieu of g:ﬁ‘recewed by the employee or}b!;] mzrm‘;?:l:c:?h?;
pousehold not exceeding ¥ 5,000 in aggregate during the previous year is

exempt]

Mobile Phone received
head “Qalaries” nor
provisions under section 56(2)(X)
phone received from colleagues, as mo

definition of “property” thereunder)

Gross Salary
Less: Standard deduction

less]
Net Salary

270
Question 28 {3
% shes the following details

..'I

Y

axable under the
since taxability
pect of mobile
the

as gift from colleagues (Neither t
“Income from other sources”,

are not attracted in res
bile phone is not included in

w/s 16 [Actual salary or 7 75.000, whichever is

Ms. Akansha, @ salaried employee, furni

2024-25:

- particulars Smuts

IBasic salary 6,20,000
4,20,000

Dearness allowance 75,000

Commission 9.000

Entertainment allowanceé 18,000

Medical expenses reimbursed PY the employer 4000

Profession tax (of this: 50% paid bY employer) 5,000

Health insurance premium paid by employer 10,000

Gift voucher given bY employer On h r_bmhday lover 26,000

Life insurance premium of Akansha paid by €mP fyLa op 0 MPIOYer 45,000

Laptop provided for use at home: Pltctual cost tg atif;] 021

Children of the assess® are also USI"9 the Laip p el s proided

Employer company owns a Maruti SuzY |

| —

et T

9,000
3,00,000

133,333
Exempt

1,66,667

Nil

4,86,333
75,000

4,11,333

for the financial year




M

_ — ersonal use. L
lto the = - both for official and p i than 1.6 litres),
e assa::?;r:?jgad (Engine cubic capacity more th iy
fiver was : _
_2;‘;:,19,95 are met by the arr:jplgye;mpmer [Credit card is not exclusively
id by
Annual credit card fees pa

ilable] k-
; e are notavaila A
‘ oses; details of usag he head Saiar o
Voo omqaldpfc:pcompute the income charggagslﬁ';ger;tgim ‘. es Or
e .
Zgge:;;?}?%ar 2025-26 if she pays tax under de
P B - Akansha for AY,)
Ans“:;:nputaﬁun ofincome chargeable under the head Salaries”of Ms 02 2
under default tay regime

) : Particulars = |
Basic Salary
Dearnesg allowance
Commission

Entenainment allowance
Medical expenses reimbursed by the employer is fully taxable
Prof‘essianal lax paid by the employer is 3
17(2)(iv), since it is an obligationof the

emplo
... ANCE premium of 7 8,000 paid by

section 17(2 )]

i

taxable perquisite as per section
yee which is paid by the employer

the employeris an CXempt perquisite

nsha birthday (entire
1€ perquisite valueexceeds $5.000) as per Rule 3(7)(iv)
Premium of Mg Ak aid by employeris 3
T(2)(v)
Laf“UP Provided fg
Provision of n
OWned by
(2.400+ 90

amount s
Life insurantc

ansha p
a5 per section I

taxable perquisite
Fuse at home g
10tor car i driver
Employer 14
0) 12]
Annual credit carq fees paig by e IS a tax
3(7)(v) since the Credit carq s not Exclusively use
details ol"usuge A€ not avajlape

Gross Sa}arg.'

an exempt PErquisite as per Rule 3(7)(vii)
(engine cubje Capacity more than 1.6

Iitres,]'
alue would be

T39,600 [7

able Perquisite g Per Rule
d for offici

al py 'Poses and

Less: Deductinns under ge

—— U
12,26,600
ction 16 \\\_\

= Standarg Deduction a5 per section

16(ia)
Income cpy rgeal

e under the head «

11,51,609 J

Note: Aq per Rule 3(7 : 7 mlt\n\\—i

of his household ¢ 21015 or otherwise from the “Mployer gp,, o ot

Sum equal o the amount of gyeh gift, However. any gify Voue lcrt ‘j""“_mt‘d as the

employee or by me : sehold beloyw 7 5,000 i aggrepate during o b 'Irttt:l\'ud bythe
€ ExXempt as per the Proviso to Ryle 3(7)(iv). In this case. the gify v ‘0[.? m‘*{;{'“us Year would

by Ms, Akansha from her employer on (he oOccasion of ey bil'T.hd;-]}'. W0 was recejved I

Since the yvalye of the giff v - Exceeds the limit of ¥ 5.000

liable 1o tax 45 perquisite. The apy

Ve solution hasbeen Worke
An alternate view

Salarjes®

s the entir,

0

Ire aAmg, 3
d oyt ﬂcum'tiilmly Nt of 4 H},[)(}g is
Possible ig (hat only the sum in excess of ¥ 5,000 18 tax gy .
of Circular No.15/2001 daed 12.12.2001, which slates th

e in e
At such gify ew o X ,
Ch gifig Upto ¥ 5,000 N Iul]Ik la"guage
" 8ggrepate
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Quullon 1 Q&

WAV
Jayashree owns five houses in India, all of which are |

et-out. Compute the Sy of
house from the information given below — [S_M_
B T House || House Il | House Il | House 1v House:
- il ® | @ ) @) ®)
Municipal Vaiue | 80,000] 55,000 850001 24.000]  go,00q
Fair Rent 90,000\  60,000| 65000 25000 75000
Standard Rent NA.| 75000 58,000 NA.| 78000
Actual rent receiveq! receiyapie 72000| 72,000  gg,0g 30,000, 72,000
Municipal Taxes 10% | 12%| 8% 10% 15%
Question 2

onal, is a resident and ordinarily resident N India during the P.Y. 2024

He owns 3 house in London, which he has let out at £ 10,000 p.m. The municipal tax&e_:

Paid to the Municipa| Corporation of London js ¢ 8,000 during the P.y. 2024-25 The value

of one £ in Indian fUpee to be taken at ¥ 95, Compute Rajesh's Net Annual Valye of the

Property for the A v 202526, [Sm ‘?L];|

Answer 2 |

For the py. 2024-25, My Rajesh, a British national, is resident and ordinarily resident ip India,
Therefore, income received by him by way of rent of th

included ip the total Income

¢ house property

in India, Municipal laxes paid ip London s |

located ip London ig
DE o

from the BI0SS annual valye,

Computation of Net A

to
allowed ag deduclion_e

nnual Value of the Property of Mr. Rajesh for A.Y. 202526
Particulars ¢
= ________:—-—_._.___‘_‘_________ = L 20N ‘—‘———‘—“——“"——.
Gross Annua| Value (¢ 10,000 x 12 % 95) 1.14,0{),{}00
Less: Municipa] taxes paid (£ 8,000x95) 7.60.,000
Net Anrru_aL‘ismet' ff_\_\_’l_ =eea — 1,06,40,000
Question 3‘%3},

Mr. Manas OWns two hoy S One at Bomba
other at Delhj, Which s Unoccupied 1 ' '
a rented ho se isi

'3arh for his €Mployment purposes in
N 1.4.2003 po poUSe Foperty at Bombay, he hag taken a loan of 7
. s not repaiq
Property at Delhi, he has tak loan of II:'akh anyo?moum SO far. In réspect of hou
Ompute the deduction Which w

| | - P-a. on 1102023 towards repairs:
Uld be availabye 1, him under Section 24(b) for Ay 2025




:aape pect of interest payable on R
e et I such loan if he exer
fault tax regime provided under section 1?2;23(?;?

Mr. Manas can clai e
'gilgsince 2 ben::n[—lnbizn;g:v?:fj]g lﬁ;n?al Valu; in respect of his house property at Bombay and

: i tom such properties, and he cannot occupy such pro erties
due (o TeASON of his employment at Chandigarh, where he lives in a rented house. 4 G

__ Computation of deduction u/s 24(b) for A.Y.2025-26

Particulars TR

| Interest on loan taken for acquisition of residenti ) 00C
: residential house property at 2,00,000
Bombay30,00,000 x 10% =¥ 3,00,000 Restricted to ¥ 2,00,000 i ;

{I Interest on loan taken for repair of residenti ‘
5,00,000 x 11% = 55,000 i sidential house property at Delhi €

Restricted to T 30,000 30,000
2,30,000

2,00.000

Total interest

Deduction under section 24(b) in respect of (I) and (II) above to be restricted to
S

Question 4 Je
Anirudh has a property whose municipal valuation is ¥ 1,30,000 p.a. The fair rent is

7 110,000 p.a. and the standard rent fixed by the Rent Control Act is ¥ 1,20,000 p.a. The S

property was let out for a rent of T 11,000 p.m. throughout the previous year.
Unrealized rent was 11,000 and all conditions prescribed by Rule 4 are satisfied. He paid =5
municipal taxes @1q% of municipal valuation. Interest on borrowed capital was ¥ 40,000 for '
the year. Compute his income from house property for A.Y.2025-26. [SMQ]

0.1\

Question 5 }5.;// % =
Ganesh has a property whose municipal valuation is ¥ 250,000 p.a. The fair rent is }"I‘
£ 200,000 p.a. and the standard rent fixed by the Rent Control Actis 7 2,10,000 p-a. The ?I |2

£7 20,000 p.m. However, the tenant vacated the property on == bt 3

property was let out forarento
31.1.2025. Unrealised rent was 3 20,000 and all conditions prescribed by Rule 4 are i

satisfied. He paid municipal taxes @8
was Z 65,000 for the year. Compute
2025-26.

B

Question 6 >~
Poorna has one house property
the house. The rent of similar prop

the income from house property of Ganesh for A.Y. |
[SMQ] |

at Indira Nagar in Bangalore. She stays with her family in
erty in the neighbourhood is ¥ 25,000 p.m. The municipal
7 8,000. The house construction began

valuation is Z 2,80,000 p.a.. Municipal taxes paid is A
SBI Housing Finance Ltd. @9% p-a. on Ears

Z 20,00,000 taken from

in April 2018 with a loan of (
30.11,2020. The accumulated interest up to =

1.4.2018. The construction was CO

31.3.2020 is % 3,60,000. On 31.3.20 :
as interest. There was no principal repayment prior

from house property for
default tax regime prov!

mpleted on

25. Poorna paid
to this date. Compute Poorna's income [

es the option of shifting out of the ©
ded u/s 115BAC(1A).

Question 7
Smt. Rajalakshmi owns @ house property at Adyar in Chennai. The municipal value of the Py
' 00 and standard rent is ¥ 4,80,000. The property |

roperty is Z 5,00,000, fair rent is ¥ 4,200
Ef&sp Iggm.s;t for Z 50,000 p.m. up to December 2024. Thereafter, the tenant vacated the

CA Bhanwar Borana

% of municipal valuation. Interest on borrowed capital |

¥ 240,000 which included ¥ 1,80,000 S

r AY. 2024-25 assume she exercis 5
[smajl =



7 i Rar o
e ‘property and Smt. Rajalakshmi used the house for self-occupation. Reni_’:_. .

Question 101%

November and December 2024 could not be realised inidsg-:?ni?:fi;:ﬁ::ne;f@%f .
conditions prescribed under Rule 4 are satisfied. She Paf ¢ aniount bor it
year. She had paid interest of 2 25,000 during the year fo forthe A, 2
the house property. Compute her income from house property - 5-26,

Questlon 8 | : cutars of g 0
Ganesh has three houses, all of which are self-occupied. The particulars € houg
the P.Y.2024

-25 are as under:

_Paticulrs | Housel | Housell | R
Municipal valuation p.a._ | ¢ 3,00,000(% 3,60,000 ?3.30,009
W\L ?.3,75,000(% 2,75,000 ¥ 3,80,000
?.3,50,000/(% 3,70,000 23,75,000
31.3.2000|31.3.2002 01.4.201i
12% 8% 6

Standard rent p.a,

Date of completion/purchase

Municipal taxes paid during the year
Interest on mon

ey borrowed for repair of ¢ 55,000
Property during the current year

b,
Interest for current year on money
borrowed in April, 2016

for purchase of
Property

nesh's income from house Property for A.Y.2025-26 and
should be opteq by Ganesh to be assessed as self-occupied so
minimum. Ay a7 O NA- ()

AN B (o

$1,75,000

suggest which houses
that his tax liability ig

B Naaimg 115 15) Al

aiiny"

20,000. Computa

he has exercised:
A).

ult tax regime? [SM Q]

Mr. Anand sold his residen
In June, 2024, he recovered rent of z 10,0

. rav, to who
house for two years from April 2018 to March 2020, He coul M e had
¥ 20,000 from him and '

d not realize
to that extent his actual rent was reduced while 2;0 Lle] ths‘ rent of
from house property for A.Y.2020-21. ting income
Further, he had let out

his property from April, 2020 to Februaryl 2024 ¢ :
2022, he had increased the rent from ¥ 12,000 to 2 15 0gg e . I

0 Mr, :
: Per month gnq msat'sh. In April
subject matter of dispute. In September, 2024, the m

. allter was fi ally g
received ¥ 69,000 as arrears of rent for the Period April 2022 F

; €brug . Anand
recovery of unrealised rent and arrears of rent be taxable in the hang Y, 2024
$0 in which year?




~ {hat year. A deduction of 30¢ -
% of unrealised rent recovered and arrears of rent would be

Question 11 w

Answer 11
deduction u/s 24(b) available to Ms. Apar

e unrealised rent was
Y. 2025-26 un  recovered in the P.Y, 2024-2¢
owner of the hCZ)Ssgniﬂe{h:ta;t;? ?:SA. arrg;g;?,uz:of“tﬁg‘? :
. . . Furth ' e fact .
4-25, and hence the same would beegé)t{ggl:%eta':s of rent was also received 5 no
nihe Iso recel

~ ) Y. 2025-26 under section 25
A
, even though Mr. Anand was not the owner of'm'e--r;ou&e"fﬁ'

allowed while computing income
from
Computation e hou?;:u::! property of Mr. Anand for A.Y. 2025-26.

(i) Unrealised rent recovered culars

(ii) Arrears of rent received

10,000
69,000
79,000
23,700
55,300

Less: Deduction@30%
income from house property

o-owns a residenti :

e o, where her Sister,;i;‘ﬁ;’;t‘gsizf;?% OF;LOE?{‘E:B rl: hCaIcutta along with her sister Ms-.

: - BO ave equal share in the pro

'},h;osoagfa% 5116?;3(1;{3; r:hfm1 fgr self-occupation. Interest is payable in respectpof ‘I)::: gp g

ow'ns'a Sl TD ok n1. 2023 for acquisition of such property. In addition, Ms. Aparna
e in which she and her parents reside. She has taken @ loan of ¥

3.00.000@12% on 1.10.2023 for repairs of this flat.
deduction which would be available to Ms i
. _ Aparna and Ms. Dimple under
for A.Y.2025-26 if both exercise the option of shifting out of the default t
[smal

d uls 115BAC(1A).

Ms. Aparna C

Compute the
section 24(b)
regime provide
na for A.Y.2025-26

Computation of

Particulars

Interest on loan taken for acquisition of residential house property at Calcutta X
50.00.000 x 10% = Z 5,00.000
Ms. Aparna’s share = 50% of T 5,00,000 = T 2,50,000

Restricted to 7 2.00,000
at Pune¥ 3.00,000 x 12% =% 36,000

[[ Interest on loan taken for repair of flat

Restricted to 7 30,000

Total interest
and (11) above 10 be restricted to

24(b) in respect n_lll_]
0 to Ms. Dimple for

Deduction w/s
24(b) available

jon of ded uction u/s
I’articulars

of rc.«'.idcmiu'u house

Computat
at Calcutta 3

pro Pt'fl’l‘y'

Interest on loan taken for acquisition
50,00,000 x 10% - 7 5.00,000
R 4 3.5(}.{){){}

Ms. Dimple’s share = 50% of T 5.00,000
Restricted to T 2.00,000
‘Deduction u/s 24(b)

—




ith his brother holding €qual g
: roperty along wi sh
Mr. Raman is a co-owner of a house p .
the property, _ RO
SR, i ~ Particulars
Municipal value of the property

Fair rent

1,50
1704
Standard rent under the Ren Control Act 15,000 p‘li
Rent receiveq |

Property is jointly taken and the interest charged by s
000 has been paid. Interest 0

o

The loan for the
bank is 7 25,00

construction of this
0, out of which ¥ 21,

n the unpaid interegt is 3
- To repay thjg loan, Raman and s brother have taken a fresh loan and inte :_
chargeq on this loan s 7 5,000,
€ Municipa| taxes of 7 5 100 have been paid by the tenant.
Ompute the INcome from ths Property chargeable in the hands of Mr. Raman for the Ay
202596, [SMa,
Questlon 13%";
Mr_. X owns € residentja| house in Mumbai. The house s having two Identical units. First
unit of the Use is self-occupied by Mr. X and another ynjt
rented ynit vacant for 2 months durin
Previous year 2024-

Is rented for 7 8,000 p.m. Thel
g the year. The P
25 are ag under:

articul
Standard rent

Unicipal Valuation

$1,62,000 p.a.
$1,90,000 p.a.
Fair rent ¥ 1,85,000 P. a
Municipaj tax (Pajg Dy Mr. X) 15% of Mmunicipal Valuation
Light anq Water charges ¥500 p.m.
Interest On borroweq capital < 1,500 p.m.
Lease Money

1,200 p.a.
Insurance Charges
Repairs

é
% 3,000 p.a. !
312,000 p.a.

Compute income from houge Property of M. X for t

of shifting out of the defay|t ‘ '

I
he Ay, 2025-2¢ if he
Question 14 %,

exercis th '
115BAC(1A) ; ?Sc;ﬁtg']‘

Mr. Vikas OWNS a house Property whose Municipa] Value, Fair
¥96,000, 7 1,26,000 ang < 1,08,000 (
During the Fin

Per annum)
ancial Year 202
residentia| pur,

4-25, one-third
Pose at 5 monthly rent of 5,000,
OCCUpied by him, \ ici
The Construct

o
unicipal tax @ 11 9, o MUNICipal valye wag Paid dyrjp,
ion of the house began |
took a loan of

£1,00,000 on 1-7-2017

Rent and St
' "espectively. andarg Rent arg
of the

He paid interest on




l e

she took ownership and possessi

:i;l" . . v On of a ﬂat i H y - =1 o

occupation, while she is i in Chennai A ' : d for se

B 152625, Tho muricil valton ke € Sae e
‘a. She paid the following to Corporati nis ¥ 3,84,000 p.a. and the fair rentis ¥ 4,20 000

property Tax rporation of Chennai: S

3,

ghe had taken a loan from Stand :

interest on loan was as under: ard Chartered Bank in June, 2022 for purchasing this fiat

. = Pal'til:l.lial's ) e T ] S T
period prior to 1.4.2024 . ok S e VIS
1.4.2024 to 30.6.2024 49,200

50,800
1,31,300

1.7.2024 to 31.3.2025
She had a house property in Bangalore, w
house, she received arrears of rent of ¥ 60,000 i
charged to tax earlier. :

compute the income ch
assessment year 2025-26 if she exercise the opti

provided u/s 115BAC(1A).

Answer 15
Since the assessee isare

her total income j.e.. Inc

hich was sold in March, 2021. In respect of this
n March, 2025. This amount has not been

argeable from house property of Mrs. Rohini Ravi for the
on of shifting out of the default tax regime
[smal

her global income would form part of

sident and ordinarily resident in India,
India will form part of her total

ome earned in India as well as outside
She can take the benefit of

income.
Jouse at Los Angeles as well as at Chennal.

She possesses a self-occupied |
«Nil” Annual Value in respect of both the house properties.
arrears of rent will be chargea

Bangalore house,
under section 25A. It 1s not essential
s of rent shall be allowed as deduction.

house property of Mrs. Rohini Ravi for A.

ble to tax as income from house

As regards the
that the assessec should continue

property in the year of receipt
to be the owner. 3(% of the arrear
the income from

v.2025-26 will be

Accordingly,
calculated as under: _
e Particulars 3 faS e
1. Self-occupied hous¢ at Los Angeles _
Annual value NEI
Less: Deduction under section 24 N{i
Chargeable income from this house property Nil
2. Self-occupied house property at Chennal -
Annual value il
Jer section 24 1.91,940
(1,91,940)

Less: Deduction unc

Interest on borrowet al (See Note helow)

| capit
(Section 25A)
60,000 42,000

3, Arrears in respect of B
jved 18,000
_.—-—-_-___---__ z
(1,49,940)

Arrears of rent 1ec¢
Less: Deduction @ 30% u/s 25A(2) .
wncome from house proper ty

|Loss under the head

angalore prupcri'_\r




: -"Tijﬁ_l'ofm..inleresl on borrowed capital
Interest for the current year (¥ 50,800 4 € 1,31 ,300)
Add: 1/5th of pre-construction inferest (¥49,200 x 1/5)

Interest deduction allowable under section 24
%:mstlon 16

Two brothers Arun and Bimal are co-oweers of a house pro
property was constructed during the financial

perty with equal share, - '
year 2016-2017. The property consists of
identical units and is situated at Cochin.

During the financial year 2024-25, each co

-owner occupied one. unit for residence and fhe
of ¥ 12,000 per month per

()  Repairs

40,000
(i) Insurance premium (paid)

(i)

Arun could not occupy his unit for six months as he was transf,
OWN any other house.

The other Income of Mr. Arun and Mr. Bimal are z 2,90,000 and z 1,80,000
the financia| year 2024-25

Compute the Income under the head !
or the AY. 2025-26 if th
115BAC.

Also, show the Computatio
shifting out of the default t

N of income under this head,
Question 17 115

if they both exercised the Option of
ax regime provided under section 115E!AC(1A).

0 per annum. The

: Per month for the
December 2024
Thereafter. the tenant vacated the

Property and Mrs,
OCCupation. Rent for the months of N

from the tenant. Mrs. p

unpaid rent,
She paid Municipal taxeg @ 129% during the year a
year for amoynt borrowed towards "épairs of the oy,
You are required to Compute

nd paid interest of ¥ 50,000 during
her income from house

the
se Property.
Property for the Ay, 2025-26,

[RTP M-20




113

r‘pi:t_ation'; of Gross Annual Value
ted Rent for the whole

il v year = Higher of Municipal Valt

. 8,50,000 and Fair Rent of ¥ 7,30,000, but reslricth:un‘_clpal Value of ¥
1K _,3.,20.0'00 ed to Standard Rent of
Actual rent receivable for the let-out period = ¥ 85,000 * 9

nrealised rent is not deductible fr ’

U s om actual in thi 3

Mﬁ'-faya hI:_a{s not instituted any legal procee:iei?]tg;nfgus case since
aid rent. Hence, one of the conditions laid out i r recovery of

been fulfilled] in Rule 4 has not

GAV is the higher of Expected Rent fi

rgceived!receivab]e for the let-out perigg the Wholcyearant aCEEER,

[oss Annual Value (GAV)

G

Less: Municipal taxes (paid by the | :
504 of % 8.50,000 y owner during the previous year)

Net Annual Value (NAV)

Less: Deductions under section 24

(2) 30% of NAV = 30% of T 7,18,000
borrowed for repairs (Fully allowable

(b) Interest on amount
out property)

as deduction, since it pertains to let-

s, all of which are self-occupied. T

[ncome from house property

Question 18 Q})}

{81 -iﬁﬁlh‘b: T TR S o . : v*-tl;r_ A
somputation of income from house property of Mrs. Daya fc ‘:eﬂ‘
'rty of Mrs. Daya for the A.Y.

AR
2025-26

8,20,000
765,000
820,000
8.20,000
| ,02,000
e A
7,18,000
2,15,400
50.000| 2.65,400
il
4,52,600
|

he particulars of these houses

Ms. Pihu has three house
e e Ing e
j' Particulars House - | House -1l House-lll
Municipal \/aluation per annum 1,30,000 1,20,000 1,20,000
Fair Rent per annum 1,10,000 1,85,000 1,45,000
Standard rent per annum 1,00,000 1,90,000 1,30,000
Date of completion 30-01-2005|  31-07-2008 31.5.2011
Municipal taxes payable during the year (paid 12% 9% 10%
for House 11 & I11 only) :
Interest on money porrowed for repair of 72,00
property during current year | | e
You are required t0 compute pihu’s income from housae Erogggtg Igr ;t;eaASsSseisszrge:; Ys'gﬁf
: te Y |
2025- hich houses should be OP ! : e
Dggfpizeﬁd iﬁhiﬁ%ﬁtaf liability 1S minimum. Assume she axercise the option of{%_fﬁn&_gg;
ovided u/s 115BAC(1A):

of the default tax regime




Answer 18

o L
1111

pnlieg g™ ..
Deanarh
me from House Property
10T -':‘![1.‘-|-'I_"JL|_,. Ml |
Aeie nem '

b

ion. As PET Section 14
ies for self-occupation Clion 23
S¢ properties e | Value) Only in recr.
. - re than two hous “Nil” Annua es
In [hlS CPSC,. Plhu hﬂ.s n‘fl‘uselfaﬂccupmion (l,e., beﬂeﬁl Gr - mper[y wou]d be [reated as
can avail lhe bcneﬁ" Dnies at her Oplion' The other I]OUS ]5 be Ihe Zross annua
c s u
i onheeh:rusii I:'rezﬁecl of which the Expected rent wo
out”™ property,

: i hi ciding which house
herefore, consider the most beneficial option while de g
therefore, :
treated by her as self-occupied.

OPTION | [House I & 11 - Self-
If House I ang I are

I valye, Pihy
Properties sh

occupied and House I11- Deemed to be Jet out|

ted, Pihu’s income from house property fUTA-Y-ZO_-_
opted to be self-occupied, Pihu
would be — el 7 A Ll :
. g — T
Particulars PO
House | (Self-occupied) [Annual value is Nil] ‘ o
. L} H Ao 2 » f u =
House |j (Scll‘-m:cupicd} [Annual valye s Nil, but n.ntn,sl dellL“f}:j }L‘? i
available, subject to a maximum of ¥ 30,0, In case of money hqrrtigh 30,000
of self‘-nécu;)icd Property, the interesy deduction would pe festricted to 330,000, (30.00¢
ITespectiye of the date nflmrrm\-';lll‘
House 11 (Deemed (g e let-out) [See Working Note below]
Income from house p

82,604
TOperty

OPTION 5 [House | & I - Sell‘-nccupied and House JJ- Dee
If House | and 111 are Opted to be self

Would be -

med to be Jet out]
~OCCupied, |

, _ 202598
ihu’s income from hoyse Property forA.Y 2025

Houge | (Se

Amount i {

ii'—nccupicdj [Annya| Value js Nil] Ni
House (Deemed ¢ be let-ouy) [See ‘.‘{m'king Note below] 45-94.[1
House 1 l\di-occupiul] [Annya value i Nil] Nill
Income from house Property 46 940 I.
OPTIQN 3 [House 1 _ Deemeq ¢, be let gy¢ and Hoyge 1 & 111 - Suil'-nccupiml[ !
If Houge [Fand 1y e opted 1o he _~,ctfl~}cuupicci. Pihy's INcome f;
Would be

house I
Parﬁculars

ToOpe

ity for A.Y 202594
House | (Deemeq (4 be let-gyf) [See Worki
House IT (Self

AMmoung i |

ngnN .

; T : 0,000

OCcupied) [Annua Value jg Nil, by INteregy tlL‘(ILEL’lIUI] Would pe

available. Subject 1o Maximum of 3 30,000, 1, case of , 10ne I'ﬂ\?;.'cd [.'L

Iepair of scll‘-m-.cupiud Property, (he Interest deduetjon Woulg ISStricteq 4

30,000, irrcspecliwni’lhu date m'lm1'm~.'.e'1l|, e tg ool
' >0,000)

House 1) [.‘Sc!l'—uculpwd} [Annug] Value jg Nil]

Income from hoyge Property Nil]

Since Option 3 i more hcnctiﬁ"iaI. %

House | !

as Deeme

for the



Question 19 v\%‘%

. tax regime provide

! l_'_tgs'uicted to Standard Rent 1,00,000{ 185,000 130 doﬂ.‘ ;

|pess:  Municipal taxes (paid b
_ y the i
s yeas) owner during the Nil 10,800 12,000
Net Annual Value (NAYV) 1 )
Less: Deductions under section 24 R =
(a) 30% of NAV
30,000 52,260 35,400
(b) Interest on borrowed capital (allowed in full in .
case of deemed let out property)
= 75,000 =
Income from deemed to be let-out house property 70,000 46,940 82,600
- 7 ¥ ,

ce of land purchased by them at

veen and Mr. Vikas constructed their houses on a pie
and an equal area in

house was 1,800 sq. ft. ground floor
truction on 1-04-2022 and completed on 1-04-2024. Vikas
and completed the construction on 30-09-2024.
s occupied the ground floor on 01-
onth. However, the tenant
e during the period

Mr. Na
Delhi. The built up area of each

the first floor. Naveen started cons
started the construction on 1-04-2022
Naveen occupied the entire house on 01-04-2024. Vika
10-2024 and let out the first floor for a rent of 20,000 per m
vacated the house On 31-12-2024 and Vikas occupied the entire hous
01-01-2025 to 31-03-2025.

Following are the other information

(i) Fair rental value of each unit - 7 1,00,000 pe

(if) Municipal value of each unit (ground floor / first floor)
(iii) Municipal taxes paid by
Naveen — % 8,000
Vikas — 8,000
(iv) Repair and mainte
Naveen — % 28,000
Vikas — % 30,000

¢ annum (ground floor ffirst floor)
_7 72,000 per annum

nance charges paid by

2% p.a. on 01-04-2022. Vikas has

nof T 19 lakhs @ 1
01-07-2022. No repayment was made
y for Naveen and

Naveen has availed s 10% p.a. On

availed a housing loan of a ki rt

] : te income from house prope

by either of them till 31-03-2025- Cgmpu : i ifting out of the default
24-25 if poth exercise the option of shifting o TP Q.

Vikas for the previous year
d u/s 115BAC(1A):
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Question 20

===

ion completed in Preyioys Year g0

Mr. Ramesh constructbftd EU?]'E hc: (soc(yo of floor area) is let ﬁ:ét::ir f;gi'}dfh“;'?tgi’u.;,
s mdepanfd gn}SUSE]EI A sum of ¥ 3,000 could not betﬁgr property of My Ra '
r;\;?:gly;orevr:cgte the unit was given fo tr;‘eC ;ﬁtn?;t.z T:lnoo r?ths when itis nof pyj 1 y
; it -1 remains v i i
flﬁ?p??;}%/otg? tlr?;} %gtrir:ga) Is used by Mr. Ramesh for the purpose of his busingg

' ' e. Other parti
nit - 3 (the remaining 25%) is utilized for the purpose of his residenc Partie
the house are as follows:

Municipal valuation - ¥ 1 88,000
Fair rent - 7 2,48,000

=
g2

Municipa| taxes - 2 _
| Interest g tal borrowed for the construction of the property - ¥ 60,000, ground res
i 6,000 ang ire i IUm paid - ¥ 60,000
|

USINeSS s ¥ 1,40,000 (without debiting house rent ang Othg
incidentg expenditure). -
Determine the taxabye Income of Mr. Ramesh for the assessment year 2025-26 if he opte
out from default taxation regime u/s 1 15BAC.

Answer 20
Compummu of Faxab]e Income of
the regy|yy Provisions of

Mr. Ramesh

for Ay, 2025-26 undeg

Particulays Amount (3) m
e T |
Income from house Property
Unit - | (509, L_)_l'_t}y_t_u'_:;[_c;l

l
=Leto ut]

alue, higher
Expecteg rent ¥ 1,14,000 [Higher of
94,000 P-4, and Fajy Rent of 7
of ¥ 1,14,000

rent X 1,.47.000 |

Gross Annual v of

Munic

ipal Valye of ¥|
1,24,000 .

. . but Iestricted to
Standar Rent

p.a.]

T 150

Actual V0 x 10
3.000

less unrealizeq rent! o
Gross Anny

[3
al Valye

(f\llUF!ll’lli\L‘I}-. % 1,50,000 €an be showp 45 actyg| rent ang gros
annual  vaye. and thu'c:!nur. deduct 7 3.000 :
lhcr::l'rnm)

2ross 1.4"‘,tji(t[]
Less: Municipa] laxes 509 nJ'wT'J{J_U(II}'|

Net annya) valye

10,009
Less: [}uducliuns from Ne Annual Value

1,37 000
(a) 309, of Net Annual Valye 0
. L0
(b) Interest o loan [509% o 2 60,000) )
T o—— T — — ___'_'_—____‘___'_‘—' "__‘—__-—-_-——\_—-—_._,_‘___‘__
1  Since the conditions

|
laid down under

Rule 4 of .'ncome-fax Rules
Assumed o have bee

+ 1962, are Satisfigy
n paicd during the year by Mr Ramesh,

|
65,900
|



l'ilS ,md gains from business or profession

: B s

: ﬂoor area used for business purposes]

ws- Expenditure in respect of Unit -2

Municipal taxes [25% of ¥ 20,000']

| Repairs [25% 0T 5,000]

’ _ Intereston loan [25% of ¥ 60,000]
25% of ¥ 6,000]

[25 % 0f T 6{},0{}0]

=t

Ground rent [

Fire Insurance premium

. ; e —
—.-Lm#ﬂedfo have been paid 0

or before the d

ess Income [without deducting expenditure on Unit - 2 25%

5,000
1,250
15,000
1,500

15.000

(55
L
[=]

F:.
2

—
n
o)
I
n
=]

Taxable Income¢

\x




Mr, x N Proprfg;
h“Lﬁ

b

0|'mnlnn Bl s
0n 31.:!.').()?

ONgagad | manufu
2100 In mg

Blrtloullrl

N doy

Now Plant apg MAChingry Pur
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Questlon 4 Q&’

Mr. Gamma, a proprietor started a business of manufacture of tyres and tubes for motor
vehicles on 1.1.2024. The manufacturing unit was set up on 1.5.2024. He commenced his
manufacturing operations on 1.6.2024. The total cost of the plant and machinery installed in
the unit is ¥ 120 crore. The said plant and machinery included second hand plant and
machinery bought for ¥ 20 crore and new plant and machinery for scientific research relating
to the business of the assessee acquired at a cost of T 15 crore.

Compute the amount of depreciation allowable under section 32 of the Income-tax Act, 1961
in respect of the assessment year 2025-26. Assume that all the assets were purchased by
way of account payee cheque and Mr. Gamma has exercised the option of shifting out of
the default tax regime provided u/s 115BAC(1A). [SM Q]

Question 5 ?él;?l:l

Mr. Praveen Kumar has furnished the following particulars relating to payments made
towards scientific research for the year ended 31.3.2025:

"‘.3‘. ] Particulars e AU

4.-:.__: =2

(1) Payments made to K Research Ltd.
(2) Payments made to LMN College 15
(3) Payments made to OPQ College 10

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

(4) Payments made to National Laboratory 8

(56) Machinery purchased for in-house scientific research 25

(6) Salaries to research staff engaged in in-house scientific research 12

Compute the amount of deduction available u/s 35 of the Income-tax Act, 1961 while
arriving at the business income of the assessee. [Past Exam Q]
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i ';__pjfm'en'tf for scientific sea rch
i i;‘iglgli;?hn_lte.of Science 100000 3s(1)Gi) s , |
. 2500001 352AA) 100%| 250,000
S 400,000 35(1)(iia) 0 400
Expenditure incurred on in- S S 4'00’000
house research and development

facility

lé:vimlw =: pe;i;m Rl G, 100% 3,00,000

Capital expenditure 2,50,000 35(1)(i 0 ;

(excluding cost of acquisitionof ( )(I.V) 100% 2,50,000

Jand ¥ 5,00,000) read with

— 35(2)(ia)

Deduction allowable under section 35 1300000
b btk !

QueStion 7 %

Mr. A commenced_ operations of the businesses of setting up a warehousing facility for
storage of food grains, sugar and edible oil on 1.4.2024. He incurred capital expenditure of ¥
80 !akh, ¥ 60 lakh and ¥ 50 lakh, respectively, on purchase of land and building during the
period Janyafy. 2024 to March, 2024 exclusively for the above businesses, and capitalized &
the same In |t_s books of account as on 1st April, 2024. The cost of land included in the ,
above figures is ¥ 50 lakh, T 40 lakh and ¥ 30 lakh, respectively. During the P.Y. 2024-25, S8 L

he incurred capital expenditure of ¥ 20 lakh, ¥ 15 lakh & ¥ 10 lakh, respectively, for B
extension/ reconstruction of the building purchased and used exclusively for the above '

businesses.
Compute the income under the head “Profits and gains of business or profession” for the F ot e
AY.2025-26 and the loss to be carried forward, assuming that Mr. A is exercising the option ==
of shifting out of the default tax regime provided u/s 115BAC(1A) and Mr. A has fulfilled all o
the conditions specified under section 35AD and wants to claim deduction under section ===
35AD and has not claimed any deduction under Chapter VI-A under the heading ‘C — =8

Deductions in respect of certain incomes".
The profits from the business of setting up a warehousing facility for storage of food grains, ==
sugar and edible oil (before claiming deduction under section 35AD and section 32) for the B

AY. 2025-26 is Z 16 lakhs, ¥ 14 lakhs and T 31 lakhs, respectively. Also, assume in respect II::_,‘ S
of expenditure incurred, the payments are made by account payee cheque or use E}é ﬁ%s] i
._éal

through bank account. 3
i:..

X ‘:‘?

Question 8
Mr. Suraj, a proprietor commenced operations of the business of a new three-star hotel in ==

i - ' i i f 7 50 lakh during the =
Mad du on 1.4.2024. He incurred capital expenditure o du ree
Deritcnluc;ré.illélr?l?;;]1 ; 23251} to March, 2024 exclusively for the above business, and capitalized the == |
same in his tl;};oks of accoun 04 Further, during the P.Y. 2024-25, he

as on 1st April, 20 4-2
Incurred capital expenditure otf X2 hich ¥ 1.50 crore was for acquisition of =

crore (out of w
land) exclusively for the above business:

Manwar Borana
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Answer 11

Question 11
X Ltd. contributes 20% of basiC salary to the account of cach employee un
scheme referred 10 in section 80CCD. Dearness Allowance i 40% of basic salary and it
forms part of pay of the employees:
Compute the amount of deduction allowable under section 36(1)(iva); if the basic salary of |
the employees aggregate to T 10 lakh. Would disallowance under section 4 40A(9) be
attracted, and if so, 10 what extent [sma
Computation of deduction u/s 36(1)( a) and disallowance 2fs40A0) i
2
Basic Salary 10,00,000
Dearness Allow: anceld 40% of basic salary [DA forms part of pay] 4,00,000 | |
,00,000
Salary for the purPos¢ o section 36D (Basic Salary DA) 14,000
: 0/ 2.,00,000
Actual contribution (20% of pasic salary 1€+ 20% of T 10 lakh)
Less: Permissible deduction u" er section 36(1)(iva)
y=14% of T 14,00,000 = 7 1.40,000) 1,96,000
' 4,000

|Excess contributi

cmal caqt 1o the assessee

Lﬁs . Depreciation allowable u/s 32 for
A.Y.2024-25 [10°

% of T 50 lacs]

t in the hands
of Mr. Arnay in respect of building in iis Unit B

A ctual €08

0?9}’

Indian Com i
pany, which sets up a new industrial unit. It incurs

F st Flight Ltd. is an existing
the following expenditure in connection with the new unit:
preparation of project report &
Market survey . 4'00'00[-)
3,00,000
e of additional capital required for the new unit 2,00,000

| and other charges for issu
9,00,000

Lega

Total

The following further data is given:
30,00,000
35,00,000

Cost of project
Capital ernploye(i int
What is theé deduction @
2025-267

he new unit
dmissible to the comp

any under section 35D for Assessment Year

der a pension

arness pad

salary plus de

(14% of pasic
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nt of resident payees
Delta g, credited the following amounts to the accou

in the O
t would be the consequen% of
at source, Wha ing the financigf ear
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low, have ot Paid g &,
{d.?
» Which wag required to be deducted by Delta L St
R

Particulars
credited and paid in Mar_c_h_._?_.‘025)

(credited in March

———

Salary (o ig employees (
(2) Directorg'
20

2025 and paid in April
rfemuneration

T e
Would oy, 3NSWr changs | Deta L1 has deducted tax on drectos fe”’“"‘-"?gﬁ;l n
April, 2025 gy the time of Payment and remjttad the same in Jy Y, - Q)
Answer 12
Non deductjgy, Of fax g Souree o
Would ayyy, L di

Ny sum payable (o

a resident
Stllowanee /s 40(y )
hcrci'urc,

i),
no
dcduclihlc u/

on which tax s deductipfe at soyr,

any sum pajd by way of .szila;y On which (ay i
Y way of directors’ res

allowancesz 30%
at the time of payment In case
It of sych sum

at the time of
S I.e., Salary and directore?

=25 sinca salary was paid in

: that year, 'l'hcrclhru. the amouny (g
Ncome for AY.2025.9¢
e

-Clors rem
}k‘ {]Is;'.”n‘.'.
5 a5 follows

uneration was

ed u/s 40(a)(ia) w hile COmputing

’.'lriicuhlrs | Amount Paid
(1), Sal Y [tax

in?
— - — — ™ S —
tible undey S¢ction 192]

{:_rm_{um
[t

ax is dcduclihlc Under

3,60,000|

28.000|
SeClion 194]

.w.mulf
!

d limi) | ||

l)isallmmncu under Section 411(;|)(i:|j | '

 he lors® feMunerag ‘

Withoyy any threshgl

I the lax jg deduycye,
Paymeny .

|
s 3 3,68,400 |
the nexy Year je. p \'.2:!25-3{1 at the lim;:_-(;'-
Vermnmeny the dMount of 7 8.400 would be alloweg as deductio
While “Omputing (. business INCome of ALY, 2026-27.
Questlon 13
During the financial Year 2024-25, the following paymentsiexpendlture er de incurred
Y Mr. Yuvan Raja, a resident Individyal (Whose turng uring the Year engeq 313 2024
was ¥ gg lacs);
(i) Interest of ¥ 45,000 was paid o Rehman & Co, a resident Partnership fir Withoyt
eduction of lax at Source:
(i) 7 10,00,000 Was paid ag Salary to g resident
SOurce:

deduction of
Briefly discugg




lowance under sectio i
N 40(a)(ia) of the Income-tax Act, 1961 is at y fails
. is altracted where the assesseefmls

1o deduct tax at source as is requ

o : equire ;

same (o the credit of the Central Gocir:?nd:]r the Act, or having deducted ta ‘
pulated time limit fails to remit &

e Soatt
) The obligation to deduct tax at source fi
" ce from i :
interest paid to a resident arises under section |

in the cas¢ of an individual
whose tot Y
p.Y.2023-24 exceeds ¥ 1 : otal turnover in the i - 94A
crore he immediately precedi ] SRS
: ing previous year, 1.€

Thus, in present case i
, since the tur
edusttax at Source: g disatlllnnover of the assessee is less than T 1 : )
> owance under section 40(a)(ia) is not lf;:rore,dhe [i,nm s
attracted in this case.

The disallowance of 30%
o of the sums
respect of all sums on whi : payable under secti : .
deduction of tax at sourc;df:':)?:: ls5 ]deducnh'e under Chapter ;331?(1}3(3}8(::1'1;0?5 beh_at;mcted -
) alary paid, i e . which requires
deduct tax at source under sec : L covered under Cha - tioati
amount does no((iirx -bfL;mn 192 arises, in the hands all z;z;i:;l'tﬁ rhe O
xceed T 1 crore in the immediately preceding prwiolzl‘Jyer e
evious year.

present case, the dis ;
1e disallowance under section 40(a)(ia) is attracted for failure to
r. only 30% of the amount

(i)

turnover
Therefore, in the
deduct tax at source under section 192 from salar
of salary paid without deduction of tax at murcciiff)lﬂ?l}gtle(]lﬂ' [I‘:UWGVB
(iii)’{]slﬁo ggl:iarj)i:j d\{‘dll-':l‘t tax at source under section l94-]-11??0|;\Zzi.lmission paid in excess f3
i " as1de QPg PP el R e
e mm_iu;z gail:t% lp t'ir}-., .u}:'"j?[ an individual, whose total turnover in the immedia(:ely ;
¥ g ,L‘"'_‘ Y.2023-24 exceeds I 1 crore. Thus. in present case since the
assessee is less than 3 1 crore, he is not liable to deduct tax at source ws 194-H.
/s 194M also since the aggregate of such

red to deduct tax al source u
2 50 lakh during the P.Y. 2024-25. Therefore, [N

{urnover of the

Mr. Raja is not requi
Mr. Vidyasagar does not exceed

commission {0
der section 40(a)(ia) is not attractec

disallowance un

A\
Question 14%3%

Rao & Jain, @ partnership firm consisting O
before deduction of the following items:
(1) Salary of 20,000 each per month pa
quthorized by the deed of partnership),
(2) Depreciation On plant and machinery und
er annum (as per

(3) Interest on capital at 15% P
ble for interest is 7 5,00,000. :
| : 1,

{ in this case.

f two partners, reports a net profit of T 7,00,000 ==

partners of the firm (as 11['.!

".

yable to WO working
ed) T 1,50,000. b
The amount of

er section 32 (comput
the deed of partnership).

capﬂa1eﬁgi
Compute:
(i) Book-profit of the firm under section 40(b) of the Income-taX Act, 1961,
lary for the assessrnent year 0025-26 as per section 40(b). k '1
[smajl | gh

king partner $a

(i) Allowable wWor

ss in parlnership, S G
r deduction of the &=

Al

Question 1 R 22
5 %

isi ' busine

A firm comprising Of four partners A, B, Cand D carrying o" '
profits/ l0ss€s equally shows 4 orofit Of 7 7,00,000 In its books afte |
following amounts for the year:

I,Pa'rticulars

(a) Remuneration o partner
partners
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Quastlon 16

Partner 'B'
Partner 'C' :
(€) Interest to partner 'D' on loan of 1,50,00

emuneration anq
The deed of partnership provides for the payment °fr§g°0‘ﬁh; firm as well a :
Partners. You are required to work out the taxable inco

assessment year 2025-26,

ﬂter & ‘:.r

icul ‘3
Hari, an Individual, carried on the business of purchase andd:}:a gtfa?gg?: aur:ral Commog
© paddy, wheat, etc, He borrowed loans from Andhra Pra
(APS

Cial COrporaﬁon:
FC) and Indian Bank and has not paid interest as detailed hereunder:

&=y
(i
:

te Financial Corporation i P.Y.2023-24 & 2024-25)

0 APSFC ang

ture while Computing the
of agricultura| Commodities. Examine Whether
of interest. if any, allowable

Accordin
and any Interest pay
only in the Year o
assessee. Where L

€ converted into lo
Payment of interest fi

E 10 section 438, any interest Payable on th
able on any loans and ady
[ payment of such inte

here ig default in

€ term loans to d financiaj Institutions
4NCes to, inter alja. d banks sha]] be allowed
fest irrespective of 1k -ounting followed by the
the paymen ol Inter Y the assessee. such unpaijd Interest may
an. Such conversion of id i an shal| net be Construed ag
npaid interest s Converted g5
ed loan is actually paid.

interest of ¥ 15.00.000 due 1g APSFC and of ¥

Indian Bank Was converted into loan Such cony €rsion would ot amount g p,

igible for deduction in the year of such cony €rsion. Hepe
that the entire Interest of 7 45.00.0(

)0 15 to be allowed as ¢
lenable, The deduction shall be ¢
year, .f\cct'nuling:!_\-'. the

specifie

or the PUrpose of section 43B. The amount of y
loan shall pe allowed

ly in the Year in which the convert
In the give ‘ase of Harj

n is noy

during the financjg]

€ AY. 202524 shall pe
calculated as follows: | - Sy =<
T Interest Number of Amount per Immlmcms
Outstanding Instalments instalment i
APSFC I5 lakh 60 25,000 1,25.000
50,000 3 5
Indian Bank 30 lakh | 00f 50,0 of 1,50,000
Total amount eligible for (Ictluctia_m :

CA Bhanwar Boranc
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par culars BASL
. anclal year 2021-22 R %
115000

et 2022-23
D ﬁm_anclal year D
Bt s his obligation regarding maint 210,000 N
. ;\3125.26 under section 44AA of Encome?tgs T:t. c;fgg?gks..of R Asaessmer[lts;eg]r

W’ el _ |
e 44::5}8)(,:‘2:&::?0:{\;?:% ?mm" SALYANEAOIROY profession, notified by the Board in the
: e professions already specified therein), to maintain such books of

official G
yocount and other documents as may enable the Assessing Officer t ; :
' ovisions of o compute his total income in

qecordance with the provisions of the Income-tax Act, | %IE'- pute his total inco

As et F}ule 6F, a person carrying on a notified profession shall be required to maintain specified

pooks of accounts:

@ it his §ross f£0 eipts in all the three years immediately preceding the relevant revious year has
CNCtECdCd Z 1.50,000; or g P y

h is setup in the relevant previous year, it I likely to exceed T

(i) if 1t is a new profession whic
1.50.000 in that previous year.
osE CASe /1 1 £ AT v : . - . ' . .
fiitie presctt Co5h Vinod is a person carrying on profession as film artist, which is a notified
profession. Since his gross Feeeips mve not exceeded € 1,50,000 in financial year 2021-22, the
requirement under secliol JAA to compulsorily maintain the prescribed books of account is not
applicable 10 him.
Mr. Vinod, however, required to maint
Officer to compute his total income.

ain such books of accounts as would enable the Assessing

Question 18
Mr. Praveen engaged in retail trade, reports @ turnover of ¥ 2.98,50,000 for the financial =
year 2024-25. Amount received in cash during the P.Y. 2(;2‘4-25 is 7 14.00,000 and balance |
through prescribed electronic modes on of before 31st Getaser 2025. His income from the ©
as per the provisions of

said business as per books of account is T 15,00,000 computed 5
Profession” of the Income-tax Act, 1961. |

Chapter V-D “Profits and gains from business Or
Retail trade is the only source of income for Mr. Praveen. AY, 2024-25 was the first year for
which he declared his business income in accordance with the provisions of presumptive

taxation u/s 44AD.
(i) Is Mr. Praveen also eligible for presumptive determination of his inc

tax for the assessment year 2025-267
(i) If so, determine his income fro il trade as per the applicable presumptive provision.

(iii) In case Mr. Praveen wants to declare profits as per books of account from retail trade, |
what are his obligations under the Income-tax Act, 19617 .
(iv) What is the due date for filing his return of income under bot

ome chargeable to |55

m reta

h the options?

Answer 18
(i) Yes, Since his cash receipts during the pY. does not 5% of the total turnover |
(I4.tl{1,ﬂ{1(}’2.U:x'._‘-l'l,ﬂtm « 100) and his {olal turnover for the F.Y.2024-25 18 below T 300 lakhs, he
I é]igihlc for presumptive {axation scheme under section 44AD in respect of his retail trade

business.

CA Bhns
“hnanwar BOF‘GHG



Answer 19

it & Gain fr m Business or Profession | v
AOTI & din from Busines [iVe {ax :

N RO : lying the presump 000, being 6
N Hi ] lrg{{)iei}:glpgjé“/ng of ¥ 14,00,000 + % 17,07 2324
be ¥ 18,19,000 (R'1,12,000, or the previous year 20

(i) My, Praveen had declared profit for

S€Ctiop
%of?z,gfsb“"’
in accorday )

S as per 00KS oF accoupt v, o
PYESUmptive provisions and if he wants to declare pr:;fghtiveI;ssessment e .
than lhtl: Presumptive income for any of the five cons
0 ALY, 2029.

. o2
ligible to claim the benefit of Presumptive !axz}tion fo
» he would not be e g ear relevant to the previoys Year in v
ASSessment yeqys subsequent {o the assessment It live provisions i.e. if he CClargg ,, &
PrOfit has nof egp declared in accordance the DTZS;‘;E e A.Y. 202536 e Profy
lower thay 1€ Presumptive income in say P 'YI e l: n for A.Y. 2026-27 to A,
Notbe eligible 1 claim the benefi( of presumptive taxatio

Woyly
¥ 2030-3]_ "
R s of accounts and pe¢ the o
Onsequently, M. Praveen IS required to maintain ll_u. bof)kstiin'*lci;m_ g L a"dlled
Nder Section 44AB, since his income exceeds the basjc exemp

. date woy]q be 31 July
(V) In case he declares presum Y.

2025

Ptive income under section 44AD, the due

In cage he declares profits g¢ Per books of dccount which is lower than the PISSUmpLive
Tequireq 1, £et his books accouny audited, in whic case
Would he 31st October., 2025

inCOmes he is
the due date for filing of ret
Hestion 19 Q12

um of incop,

d the business of OPerating goods vehicles on 1.4.2024. He PUrchaseq ,
during the P.Y.2024. Compute hig Income under Séction 44 for

i Weight (i
kiIograrns)
(1) m
\\_\_\h_ﬁ .
(), | 0 oy

10.04.2024

LT 1 | 1503205 ]
10,000 OV

) [T e ;

h-_‘_'_‘—‘——_-___‘

| T6,07.2024

— ———————_r————————————“——-—-—_‘—-‘—-—-—-.._.
ﬂ_;__;___“______m__ 1 - 02,01.2025\J
i u______?______%____;_____3_%‘_9?_-_29%%_

(6) 15,000 ! a8 1 .' 23.02.2025

Hﬁahhﬁuiﬂx%%aﬂﬁxg
Woulg your answer change if the goods Vehicleg PUrchased in April, 2024 Were pyt to use
only in July, 20247 [Sm QJ
Since Mr. x does not own more than 10 Vehicles a4
eligible 1o opt for

Presumptiye taxatig

any time ¢
n 5(;]I\.'1nc unde
weigl weight per month

1€ previg

us yeqr 2!13-1-35‘ he jg
I'Section 44AE. < 1,000 Per top of 2rosg Vehicle
OF part of the month for eaep, heayy £00ds vehijcla and ¥ 7500
PEr month Or part of month for €ach poods arriage other than hu;l\'_\' £00ds Vehicle. Owned by, him
Would be deemeq a5 his profits and gains from, Such goods Carriage,
Heavy £00ds vehicle Means any poods Carriage, he £10sS vehicla Weight of hich EXceeds 12,000
kg,
N B ___________%___%_ﬁ___ﬁ_
(1) (2) 3) 4)
e _________________.-————____,___
Number of Date of Purchase No. of months o Which No. of Monthg No. of
Vehicles vehicle is owneq vehicles
—— R
—_—

——

For Heavy goods vehicle

(1) *(3)]

CA Bhanwap Boran,.




10.4.2024
. C//__ 15.3.2025
: i3 16.7.2024 9 ——
: il 27
//l}_’________OZ.l‘z{}?_s 3 ST e
3 :
ome of M SE_——-——-—-——"'
of Mr. X under section 44AE for A.Y.2025-26 would be - X '6,82,500,__i.c.,

_ = prcsumptive inc
< 77,500 (being for other than heavy goods vehicle

:goods vehicle ).
The a.ns;-’f['r ‘;%lilf “?mﬂm]lhe samc even i‘f the two vehicles purchased in April, 2024 were put to use
ISR Y £ since the presumptive income has o be calculated per month or part of the month

for which the vehicle is owned by Mr. X.

)+ 18 x T 1,000 x 15 ton (being for heavy

Question 20 Yo
r. Venus., engaged in manufacture of pesticides, furnishes the following particulars
t Chennai, for the year ending 31-3-2025:

relating t0 its manufacturing unit a
//" @inlakhs)
on 31.3.2024 (before depreciation) 30.00

WDV of Plant and Machinery
dditiona 4.75

Depreciation including @ | depreciation for P.Y. 2023-24

New machinery purchas

Computer purchased on 3-1-2025

Additional information:
o All assets Were purchased by Alc payee cheque.

o All assets were put to usé immediately.

o New machinery purchased on 1-12-2024 and computer have bee

During the year ended 31-3-2024, a new machinery had been purc

70)3 2824, for 7 10 lakhs. Additional depreciation, besides normal depreci
claimed thereon.

s Depreciation rate for machinery may
+ The assessee has no brought forwa
1.4.2024.

be taken as 15%.
rd business loss or una

the assessee as per the provisions of th

Compute the depreciation qvailable 10 i
cks of assets as on 31-3-2025 if -

Act, 1961 and the WDV of different blo
of shifting out of the default tax regime provide

(il he exercises the option
115BAC(1A)
(i) he pays tax under the default tax regime under

‘

d under section

section 115 BAC.

ed on 1-9-2024 10.00
8.00| [

New machinery purchassd on 1-12-2024
4.00| [

n installed in the office. |

hased on 31-10- B
ation, had been |

bsorbed depreciation as on [

e Income-tax



Written

Less:
Wri

(i) If My, Venus ey
section llSBAC(]A)

"~ Computation of written down value

" jation for
Less: Depreciation including additional depreciation
P.Y. 202324

Opening balance s on 1.4.2024
Add: Actual
New machinery purchased on 1.9.2024

New machinery purchased on 1.12.2024
Computer purchased on 3,1 2025

Assets soldfdiscardedfdcstmycd during the year
tten Dowp Value (as o 31.03.2025)

down value (as on 31,3.2024)

cost of new assets acquired during the year

of block of assets of Ven .-:u,

ercises the o

In this Case, since his i

Provisions of the A

subyj

Ii

ect to fulﬂlmenl ofcnndilions.

Assets Put to use for more than 18 ¢
for 1009, depre

ays, eligible
Ciation Calculateq a

pp[ying the
eligible ra¢e of normagl depreciation and
additiong| deprcciatiun
Normal pe reciation
— ———CDreciation
- WDVopranland

machinery
(¥25.25 Jacs x 15%)

New Machincry Purchased op 1.9.2024
(10 Jacs x 15%)

(A)
Additiong) Depre

New Machine
X 20%)

Ciation

IY purchased on 1.9.2024 (7 10 lakhs

ation in respect of new

and put to yse
e PY, 2023.24 (10

ption of shifting out of the default ¢

Computation of depreciation for A.Y. 2025.2¢
| Particularg

(B)

CA Bhanwar Boran..



.

o

(10

machinery purcl

jgompﬂlirpurchmd 1 . SRR
(50%“40%)] on 312024 (Rdlacs x20% |

Total Deprecintion (A+B+C)

50% of15%)]

©]

( Jant acquire
ol manufacture

machinery or plant.

additi

a

However,
(i) any oflice
(1
In vieW
(1) Machinery |

(n) Computer purchase

(2) Balanc¢ additior
than 18
in the immedi

Hence, in this case,

ctof 1

akhs) in respe
been purchasc
can be claimed in P.
(i) 1 Mr. Ve
In this case, unc
normal deprecid

[, |Assets pul to

(T 10 lacs

section 32(1)(

) any machinery
of the above

0 days in the
ately su

d during

nus pays

l [
100% deprec!
|rate of nnrnml

|
'Normal D¢ yreciation
& " i 0L )
| wpV of plant and machinery (2 25.25 lacs x 15%) 3.79
New sMachmery puu‘huwxl on 19,2024 1.50 =
r—a——-—_________,_._-—-—'-'_'_-
(A) 5.29 F
! ______'__._-_.—_____.

11 | Assets put to V3¢

e business’
| cost of such

i), additional depreciation i i '
d nm'l i:“m.““d u‘llcr 31.3,2005, bylssmnill:;::zz ;:gl:;ef!asi:lfr- :?ila(
production of any article or thing, at the rate of 20% of the actua

or

L L

cannot be claimed in respe

ppliances
or plant installed in, inter alia,
additional depreciation
office and

provisions, cLof -
ased on 1,12.2024, installed in
{ on 3.1.2025, installed in office.

(i10% on new plant or mac
uisition which has not been

yurch

al depreciation hinery acquired and put to Us¢ for less
year u! acq allowed in that year, shall be allowed
cceeding previous year.
the balance additional depreciationt

«chinery which had

210% (e, T 1 lakhs, being 10% of T 10

0 days in that year

ew i
24 and put o usc for less than 18

succeeding previous year.
der section 115BAC
15BAC, he would be €

the previous year 2023
being immediate
qult tax regime un

per section |

y. 2024-25 ly

tax under def
ntitled only for

jer the default tax regime as

tion but not additional dcpruci;ninn.
Computation of depreciation for A.Y. 2025-26
= FOCP _= _ ]
Plant & Computer € in
particulars Machinery lacs)
(in lacs)

morce {

use for cligible for

pan 180 days:
ation ¢ applying the eligible

th'prrrinlinn

x 15%)

for less (han 180 days, vligihlc_fipL




]
Queslion 21 Qﬁ

or Profession (PGEF)
v ’ | “‘; I||| .;IJ. ,}' !-IiJ"Iil J g
UL ORI rom susing

X h eligible
S0% deprecintion ealeulated applying the elig
rate of normal depreciation
nal Depreciation et i
New machinery purchased on 1,12,2024 [2 8 lacs
(Le, 50% of 15%))]

s X 20% (50%
Computer purchased on 3,1,2024 [¥ 4 lacs x 20% (
0l 40%)]

0 0.60
( 1

5.89
Total Depreciation (A+B+C)
N (ATBAC)

Mr. Abhimanyy i engaged in the business of generation and distribution of efectric
S Opts to claim ¢

€preciation on written down
Compute th

fo lowing det ils,

i) WDy of block g

S0n 31.3,2024 (15% rate) (before depreciation) 50
) Depreciation for P.Y. 2023-24

(

( 7.50
(iii) New Machinery Purchased on 12-10-2024

(iv) Machi |

ed only in Colombo earlier and the assessee s the first user
in Ind
(V) New Computer installed in generation Wing unit on 15-7-2024 2
All assets Were PuUrchased by Alc Payee cheque. [SM Q]
NSwer 21
('(mlpululiun of Written
L

down valye of block of assets of Ve Ad. as on 31.3.2025
P:lrliculars

Plant & Computer
‘ Machinery

\ (in lacs)
(Tin lacs)

Written down

Value (as on JIJ.}.[I;'!-H = -
Less: Depreci

alion inclu:liny

| 50.00 |'
additiong depreciation for Py T
2023-24 |
Opening balance 44 on 1.4.2024 42 5]
Add: Actual Cost of new assets acquired during the year ||
New machinery purchased oy 12.4.2024 9.00
New machinery purchased on |2 10.2024 IH,{H]/
Computer purchased on 15.07.2024 |
6Ls[
Less: Assels r,n](Ie’dmrn:'dc:l.-’dwlrn_w:.i during the vear Nil
Written Dowp Value (as on 31.03.2025) . . __43-2_5_____ — W20
i _ ('ialll[aulnli_nn nl'_l);-_;_;rcciniin_ll I't_l!' ._-'\;\i. gﬂ_Z_S-_E‘ﬁ____ -
e Particulars Plant & Computey
Muchincry in lacg)

(T in lacs)




: IR T T N 4 ore t 100 Ao e
for 100% depreciation c,lf.mﬁ“ days, eligible]
,::;_ ;l_igible- rate of normal depreciatioy applying the -'Hr«l'-"!
| depreciation onand additional|
| Normal Depreciation AR
. WDV of plant and 1|/
m 2 (P o | gl b B
- 15%) achinery (¥ 42.5 lacs x| 6375 -
| . New Machinery purch ; I ;l I} |
| lacs x 15%) sed on 12.04.2024, % 9 35|
. Computer purchased ' |
40% ] on 15.07.2024 [X 2 lacs x I 0.8
Additional Depreciation &) 12
New Machinery purchased on 12,10 :
« 10%) ,10.2024 (X 10 lakhs 1.00
{\dditiongi Depreciation@20% on new computer
installed in generation wing of the unit [20% of T2
lakhs]
e _ 0.4
(B) 1.00 :
Lot
1. |Assets put to use for less than 180 days, eligible
for 50% depreciation calculated applying the
eligible rate of normal depreciation and additional
depreciation, if any
Normal Depreciation
New machinery purchased on 1.12.2024 [% 10 lacs X 0.75 =
7.5% (i.e., 50% of 15%)] '
(C) 0.75 0.40

Note:-
and machinery acquired and installed |

The benefit of additional depreciation 18 available to new plant
ector undertakings. Accordingly, additional depreciation is allowable in the case of any

lant acquired and installed by an assessce engaged, inter alia, in the business of

in power §
or distribution of pOWer, at the rate of 20% of the actual cost of such

pew machinery or p
generation, transmission
machinery or plant.
Therefore, new compule
Since the new machmery was pu
during the previous year, and
depreciation in the A.Y.2025-20:
year.
However, additional depreciation <hall not be allowed in respect of, inter alia, any maghinery or plant
which, before its installation by (he assessee, Was used either within or outside India ‘by any other
ot allowable in respect of imported machinery, since it

person, Therefore, additional depreciation isn
was used in Colombo, before its installation by the assessee.

for additional deprccialian@20%.
{ to use for less than 180 days
able as additional
llowed in the next

g units eligible
rchased only on 12.10.2024, it was pu
hence, only 10% (i.e., 50% of 20%) is allow
The balance additional depreciation would be a

rinstalled in generation win

CA B
A Bhanwar Borana



fession (PGBP)
' [» 1siness .’E‘jﬂ‘r;:‘ﬂl,z_"l.-f'ﬁ“ !

- from Business ol

Questi ing expenses ln.curr_
Q“““OMZ bility of the following Act, 1861 i Rl
Examine with reasofngam?] ::lili‘t)i':: A '”ggg;; i

::‘?I;:lanl: fE:rfm ?:rusolness or profession for the As

| ith CSR activities amOUnﬁn 1.
Constructlon of school building in compliance wit .
5,60,000.

: iness of sefting up and OPeraf; ;3
(if) Purc,hase of building for he purpose of Sp?clﬁeﬂobuuniliﬂg t0¥ 4,50,000. 5
warehousing facility for storage of food el aDOO on which tax hag Not beep ¢
i Therest Shedio ol ;gsgge;i)saiﬂ,? 202 lakhs. Mr. X has Nnot paijq the
€ sales for the Previous year z
any, on SUch interegt
(iv) Commodilies transa

Clion tax paid 20,000 on sale of bullion.
Answer 22

AC{:nrdin 1]

Y, the
uilding in

T 5 6 000 InCurreq by
Comp lance iy, CSR actjyis:
(i) PurcImSL f

2 0 I}uilc[ing for Setting
Eraing

Mr. anay, v
in respect of . )
wurulmuxilg %:clljt} for
EUf}‘)(I’.Y."‘ AN

ill]l(!LEI'lI (

135AD
& Up anc
NMmengeg ‘Tatj
Manay dge.
Tht:rui'orc, 1e lfL‘(.IUL‘li{)ﬂ ubnde
Specifieq busine

(iii}lulerust on loap Paid to Mr, x
N 1944 Mr
Heregy Or
)0 lags,

g huxmc. ;

S§ inumn{: of ¢
Qr SCC inn 3 5:'\]_).
£ .l]'(lllnn Which
Mana, bej

'Ch tax p,
2 » Being 4y i“(.ii‘l'ilillil[ IS "eqQuireq
1 loap Paid to M, X, §i > Wrnoyer

As per Sectiq
amount of 1]
EXceeds 7 |
'I'hcrul‘urc. RIS

c:mnpulin}_z the |
{

S not bee

n dcducted
to dcducl ta
nluring the

Prey;

TSTIT| wag Imrmwvd for [ |1k|sjncss
(iv}(.‘nmmmlilics Ir:msuttinu tax of
paid :

Commodifje |
of b

5 de lon, Provided
S 18 Includeg in the income comy
Usiness or pml'ussiun",




-ine with reasons, for the fo
h o B } llowina sub-divisio ke
.‘._o,r false hawng regard to the provisgio?sb":i"‘sions; whether
) For @ dealer in shares and sec PR the Income-tax Act, 1961
! stock exchan el .and securities, securii S ‘
L S ge is permissible business ities transaction tax paid in a reco
~ .\ Where @ person foll INess expenditiine: L (1
i (ii) e e allowed 0 ows mercantile system of accounti
' assessee makes th'; ?ﬁgifﬁa;nt:asfistand in a later Ye:r ril::l]'%s:gcf :? ?hndi_t_u:'g: o 25:)
. ent of ¥ 25,000 ) e said expenditure,
the profits and gains of business under secﬁtgfffgx a crossed cheque, T 25,000 can be
(i) Itis mandatory to provide for depreciation und (3{‘\) in the year of payment. 1 DE
while c.orq?utmg b AL S he;lg ?ig section 32 of the Income-tax Act, 1961,
profession”. rofits and Gains from Business and
(iv) The mediclaim premium paid to GIC b :

27122024 is a dEdUCtible expenditure Enhdﬂ;r :gg;ihsg}f his employees. bY adr
'gghgwmk, amortization of expenditure incurred
i me at the time of retirement alone, can be done
(vi) An indivl ual engaged in trading activities and exercisi i

' ! ing the option
dggilgrtw t;;“rig;n;g provided u/s 115BAC(1A) can claim additional depreciation under
S e in fBSPBCt of new plant acquired and installed in the trading concern,
where increase in value of such plant as compared to the approved baseé year is

[S

more than 10%. Mal

aft, on

Under sect
under eligible Voluntary

(v) Unc
Rettrement

of shifting out of the

securities transaction tax paid by
d into in the course of business
e of a dealer 1n ghares and

the amount of
nsactions entere
business Incom

Answer 23
(i) True:
the assessee in respect
during the pred jous year as
securities.
(ii) True: As per section 4
accounting, if an expenditure has been a

) allows a deduction of
of taxable securities trd
deduction from the

Section 301 1)(xV

mercantile system of

assessee following
ous year on due basis,

JA(3A), In the case of an
[lowed as deduction in any previ
de in the subsequent yeat otherwise than by an

ECS through 2 bank account Of §

d, debit card, net banking, &

g Or an
de shall be deemed t0 §

modes such

and payment exceeding I 10.000 has been ma

account payec chequ account payee bank draft or use of

through such other prcscrihcd electronic as credit car

IMPS, UPL. RTGS., NEFT, and BHIM Aadhar Pay, then, the payment s ma

be the income of the subsequent year in which such payment has been made.

(iii) True: Accord Explanation 5 o section 32(1). allowance of Qelnl'cciation 1S mandz}wry. .
Therefore, de| as to be pruwidcd mandatorily while c.alculatmg‘mcor_uc from business/
profession whether or not the assessee has claimed the same while computing his total income.

(iv) True: Gection - ib) prm-idcs deduction in respect of premium paid by‘_an e-.mployel: to keep 1n

" e health of his employees under a scheme framed in this behalf by GIC or
be paid by any mode other than cash, to be

force an 1nsur : |

any other insurcr: I .ical insurance premium can
eligible for deduct

(v) False: [-s;]-u,-ndimru: il o1 making pu:.-'numl to the employe

- ament or 10 a0Y subsequent Y

retirement either in the year of retiremt : BT
in 5 equal annu oginning from the year whie

| insta
employec.
(vi) False: Addixicmal dcprccialmn can be €
acquired and nstalled by an assessce ENEIES

on with his yoluntary
entitled to deduction
js made 0 the

e in connecti
car. will be
, each payment

laimed only in respect of eli Jant and machinery
of ma duction of

{ in the business




In this case, the
installeq

|
r I

I new
‘ vities and the
ssee is engaged in trading activit
asse
ina trading

hder section 32(!)(iia).

—

) T P

-l

plant has peg, acqui
' claim additiopg) d
he assessee will not be entitled to
" the
concern, Hence,

eprgc_
: nder the Income-ta '
llowability of the ion for the Assessment ear 2005
Examine, yith feasons, the allo business or profession
1961 while Computing INcome from i 1
: . ent of graty 00,09y
26 | - factuaria| valuation for pPaym o of i Y,
(i) Provision Made on the basis o f gratuity was made before dye a
o ST 4 from a farmer on 4 banking dq
(1) Purchag Of oil seeds of 7 50,000in cash from 000
i it ded to an employee ¥ 20

(iil) Tay onn Monetary Perquisite provide e Instrinie

i ' It card for firg Insur ' _

(V) Paymen of ¥ 50, Y Using creq e ndia by Company ity 4 eduction

(v) Salary Payment 4,00,000 o Mr. X outside ndia )
tax assym Mr S Nt paid tax on °oh Salary income, : f goods

Vi) Payme N cash 7 30,000 tg 4 ransporter in 5 day for Carmiage of g

[SM q
Answer 24
() Not llowap), as eductigp. AS per SeCtion 0A(7), no (Iuduc_lrnn 'S allowed i, Compuytip
Usiness Me in resnec of any PrOVision mage by the 455essee jn hje books ount for ¢
Paymen; o fatuity ¢, his €mployeeg EXCept in the Il:IIma-ing WO cases
1) Where . 1y PToVision i Made fo the PUrpose of Payment qf SUm by yay of COntribytioy
OWards PProye Sratuity fund; op
(2) Where Provisiop i le for g, PUrpose Making an., Payment o ‘CCount of Sratujty
that | Come Payab|e {Iunng the feVioyg Year,
i Erefor, " Preseny Case, the ISion Made op y, basi: ul'dclu-l:ial Valuatjgp, for dyment
! I Paj
OF gragyj 10 be disalloy ed y SCCtion 404 SINce, g Padyment C€n actua|j, mad
On aceqy 1t Eratujpy
ote; | Sumeq Such PrOVision s ot for the Plrpoge SONtribytion lowardg ,
4pproye Eratuity funq,

(i) Allowgp deductj, * As pe Rule gpy c43¢ the pay IS maga fo Purchage o
ugricuhur duce dir tly to | cu]li\'lur, grower o Producer Ot such 13!'Ecuf[ur H‘trnducc. no

1sallow. 1C€ under SCClion 4¢ ) 15 3 lracted en Ihnuyh the ¢ sh pay ment fo, the "XPense
Xeeeds 1 000,
‘lhcreihu N the gjye case t[iNiiHU‘.‘.ilntc un Clion 4 not Wracte Sce, cach
Payment fo, PUrchase qf , I'seeds i Made (Iil‘ecll}_- 0 the fary,

(iii) Ny all able y¢ dedyg on: Ingome ax of 5 00 paig b Ployer in "eSpect f nop
Monety Perquisieg Provideq 1, Its “Mployeeg ! “mpt ip ¢ ds of the unplu_vec Under
Seclion 10( HJ(_'('}.

AS per S€ction 40(a) V), Such i11~.~urm'~mx Paid by the Cmploye, 1S not :chuu ble y hile tompulmr
businegg iNcome,

(u.-)_ﬁ.lluw;nhlu ag dc:lucliml: Paymen for fire iusul';nln‘- Is :|II0~.\':|h]c as
36(1), Since Paymeny jq Made by Credit eqp, ich js

nder Section 40A(3) s not
(V) Not allowgp)

as (ledudi

as deqy
8 ¢ 1rcscrihud ulccl'n C
dllracieq in (|
€ as

a t|t‘t|lll‘lim!:
salary Payment of 7,

(vi) Allowabje

Jiss
00,000 Outside




Phantae
Chapter 5: Profit
. nes: Soafa|

d{ijanvise than by way of account e 5INess 0 ssion (PGBF)

~ prough a bank account o payee cheque or ace W i 4 s

I -,u:l-ment made for plyin; u}:ﬂli:?: z‘:":‘ other prescribed Z?:&fﬂi’{:e mg:!neki: 4 3‘5%03?&{:;32%51;

: < llowance under s e r leasing goods iax i, RN :

i .d;sﬂllm'."l : n er section 40A(3) is not allraftcd f carriage. Therefore, in the p!__'cg_em case,
ransporter for carriage of goods. or payment of ¥ 30,000 made in cash to @

;ad-,g_tlo :
amine with reasons, whether the followi
A ions 0 e e o A 1961! wing statements are true or false, with regard to the
ent made in i
(@) z5;12 5n2} o E:isrg::l gf a business expenditure incurred on 16th February, 2025 for
: “,. e ed cheque is hit by the provisions of section 40A(3). :
o) (i) Itis . preced.ent to write off in the books of account, th
debtor to claim deduction for bad debt. LT et
i) Failure to deduct tax at source in accordance with the p
will result in

g‘its‘j"il;f’é:;m‘;ﬁ amounts payable to a non-resident as rent or royalty,
ile computing the business income where the non-resident payee |
[SM

has not paid the tax due on such income.

rovisions of Chapter XVII-B,

in respect of the =4l

pnswer 25
heque. Payment e

(a) True:
business
through a cross

(h) () True: It ism

of account, In order to cl
1 taken into account in comp

In order to escape the disallowance specified in section 40A(3), payment

expenditure ought to have been made through an account payce €

ed cheque will attract disallowance under section 40A(3).

P - 1 1 F

amount due from a debtor as not receivable in the books |

«d debt under section 36(1)(vii). However, where SRS
A

andatory to write off the
uting the income of the assesS N

aim the same as b

X the basis of B8 BN
Zeounts\then, such -

the debt.has beer
ICDSs mefil nder "Ct"'it“lj_.‘”ﬁl?l. without recording the same in tl
lowed in the/previous year in whic such debt becomes irrecoverable and it B '\-3-"
fitten off as irrecoverable in the i LS

chall be degmec hat such/debt or part thereof has been
accounts for the said purpose.

silure to deduct tax at source from, inter alia, rent or

jance with the proyisions of Chapter XVII-B, will

1as not paid the tax

(i) True: Section 40(a)(i) provides that f
here the non-resident payee |

royalty payable 10 a non-resident, in accorc
result in disallowance of such expenditure, W

due on such income

. 0, 16%
Questlon 26 © 0,2 |
g and Profit and LOSS Account

Mr. Sivam. a retail tra following Tradin

der of Cochin gives the

for the year ended 31st March, 2025:

Trading and Profit and ':?f?f?‘f?k‘f_t for the y ear ended 31.03.2025

_______f_a_"t_i‘iulars [ R e particulars 7

To Opening stock__—_“___ — | 90,000|By Sales 1.12,11,500

To Purchases 1.10,04,000 By Closing stock 1,86,100

To Gross Profit . __30_3:6_09_ L -
1,13,9?.600! 1.13,97,600

To Salary —— 50.000| By Gross profitb/d | 3,03,600

To Rent and rates 36,000 | By Income from uTl L5 2,400

To Interest on loan 15,000

To Depreciation — 1,05,000

To Printing & stationery 23,200

ToPostage & telegra™ ;640

¢
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Tﬁiﬂbséon sale of s -
)~ (5
To Other general expenseg 7,060
To Net Profit 50,000
3,06,000
{‘dditlonal lnformatlon:

It was found that some stocks were omitted to be included in both the Openin'
Closing Stock, the values of which were:
Pening stock

< 9,000
Closing Stock

<18,000
(i) Salary

= includes # 10,000 paid to his brother, which is unreasonable to the extent ofy

000, |

(i) The whoye > 1oUNt of printing ang stationery was paid in cash by wa
Payment tq Mr. Ramesh

|
Y of one timg
(iv) The depreciation rovided in the Profit and Logs Account ¥ 1,05,000 Was baseq g the
following Information: i
3:19 Opening balance of Plant ang Machinery (ie. the written down value
> -3.2024 Minus deprecia_tfon for Py 2023-24) is 7 4,20,000. A ney plant falling under
€ Same boc depreciation Was bought on 01.7.2024 for 7 70,000. Two old plants
Were so|g on 1.10.2 4 for 3 50,000,
(V? Rent and rateg includes GST liability of 2 3,400 paid On 7.4.2025
&fl) Other genera| eXPenses inclyde ¥2,000 pai a5 donation to 5 Public Charitable Trust
Uf?;e?rseﬁlqmred to co pute_the Profits ang gains of Mr Sivam under Presumptive taxation
ol On 44AD 4, profits and gains g Per norma| Provisions of the ct aSsuming he
e ptef out from efault taxation '€gime /s 1158 SSUme that the Whole of the
r nt o turnoyer received Y account payee Cheque or Use of Electronic c!earmg System
ough ba aceount during the Previous yeq [SM q]
Questlon 27
Mr Su1khvmder is engageq In the USiness of Plying goods Carriages, Op 1st April. 2024, h
owns 10 trucks_(out Of wWhich 6 are heayy goods Vehicles, the 9ross vehigle Weight of sych
googs Vehicle s 15,000 kg_ €ach). On 2nd May, 2024, he sold on of the €avy goods
VeNhicles ang PUrchased g light goods Vehicle on 6th May 2024 IS new Vehicle ¢ o}
however be put to use only on 15th June, 2024, =
Compute the totg) iNcome of Mr. Sukhvinder for the assessment i
of the following data: R =King note
2 ______________%_%_ﬂ%_____%__ =T [SM qj
Particulars 4 -
R e -
Freight charges collected | 1270 000
Less : Operationa| expenses / \ 4
Depreciation ag Per section 32
Other office expenses
Net Profit
[Other business and non-business Income
AnSWer_Z? , _ b
Section 44AF would apply in the case of Mr, Sukhvinder Since he is ep
plying poods carriages

and owns not more than

gaged i ¢

time during the Previgys

he business of
len goods

carriages af any




 paintains ProPet
b dof such audit as required under section 44AB If he does
] does so,

rep0
from g_OOdS ¢
.5!_1'5,000.

Notes:

arriages would be T 4.45.000 instead

tion of total income of Mr. Sukhvind

ection 44AE(7), Mr. Sukhvi

pUCIERR yiVALs vinder may claim lower profits and gai
of account as per section 44AA and gogt: 1;11:;0 sf;t:i:nd-g' :]:i

ets the same audited an

then his income for {8 PUTPES

d his total income would be T

of T 13,72,500 an

er for A.Y. 2025-26

" Pparticulars

_:-—=-.--J-=—.’\-—-',;E"":-"?m
- AR presur

| . i‘.:..::—“: = .~
[ncome from business of
Below]

Other business and

Total Income

plying goods carriages [See Note 2
non-business income

ve income as per section 44AE
S s

2. Calculation of presumpti
i- ~ Typeof carriage No. of | Rate per ton per
: months month/per
month
o ._-—-—-_'_._-_.__
(1) 2)
Heavy goods vehicle
| goods carriage upto |st May 2 1,000
5 goods Carriage held throughout 12 1,000
the year
Goods vehicle other than heavy
goods vehicle
: - 500
| goods carriage 1rom 6th May I 7,50
: 12 7,500
4 goods carriage held throughout 2

the year

15 (15,000/
1,000)
{5 (15,000/
1,000)

Total

82,500
3,60,000

13,72,500

purposes




Q‘j,e&ﬂﬁn'!&'
TN

ing Manufacturing, Trag
. Raju, facturer at Chennal, gives the following Manu 9 Trading

P
2025; 9

o s Aacounfof the e endedtsil.?.iss Account for the xear__ean 31..02; d
-Manufacturlng. Traidi:l_gfl_if’ P_’f’_ﬂ AR : Paﬁic'ul_afé5_ T

| il | TP L) Py s R

I ”.h.ql'.- @wlgﬂ A ’ S

L0 0|By Sale

To Opening Stock 71,00

losing stock
To Purchase of Raw Materials | 2,16,99,000 By C
To Manufacturing Wages g | 6,70,000

Xpenses
To Grosg Profit 10,60,000
To Administrative charges m By Gross Profit - 10'60'000
To SGST penalty inedossch) 5,000 By E;‘:;?g:ﬁesff om domESt'C . F0515.000 |
T0 GST pajq 1,10,000|By Income from agriculture | 1,80,00g
(net)

To Generg| Expenses 94,000

To Interest 10 Bank (op, 60,000

machinery term loan)

To Depreciaiion 2,00,000

To Net Profit 3,00,000

12,55,000|
FoIIowing are the further informaiic)_r'i rglaq_ting i;tl_u; financia
(i) Adm:nistratwe ch i

(i) The assessee pajg ¥33,000in cash to g trans
included in man

ufaciuring EXpenses. (Assume
applicable tg this Payment)

Y00 per month was

has not been fecorded in the book

(iv) Bank term Joan interest actually paid”iipto 31.03.2025 was
Was paid in November 2025, 20000 -} Maya

(v) Housing loan principal re

- Property acquired by him

Port carrier o 29, - This amount js |
that the Provision i

Paid as salary to

a s;tﬁff throughoul the year and thijs
S of account, W P A,

T 20,000 and the balance

000 ang it re

lates tq residentig)
OCCupation. Intere

st on housing loan
unts were not

Plant & Machinery (D;preci;ti_on rate @ 15%
WDV (as on_?)_‘i;(}_s; 2_0%4)

CA Bhanwap Boprq na



!l;.f_:L during the year (Usedformo
(used for more

| additions during the year

npu
under default tax.

b | 3

i ':_N .
, ;_e'xetht income.
'au_ssﬁdn 29
o Ter.zingh is engaged in composi
. posite busi
e in Coorg, Karnataka. The whole ol;sc!:g?fzse Zfrgx:rn

pertal

. |gnore application of section 14A for disallowan f
/ance of ex

te the total income « '
e of Mr. Raju for the asses_sméﬁf}éé; 2025-

owing gnd curing (further
in his plantation

ning to the year ended 31.3.2025 are given below:

infonnation
Particulars

=
open
on 31

ening balance of machinery as on 1.4.2024
depreciation for P.Y. 2023-24)

ng balance of car (only asset in t
32024 (-) depreciation for P.Y. 2023-24)

Expenses incurred for growing coffee

xpenditure for curing coffee

he block) as on 1.4.2024 (

(i.e., WDV as on 31.3.2024 (-)

penditures inrespeetofany

—

ie. WDV as

E
gale value of cured coffee
|
d for agricultural operations, the car is also used for personal use; |
The expenses incurred for car running
[ ing business

_ processing)
is cured. Relevant

3,00,000
15,00,000

3,10,000
3,00,000
22.00,000| &

Besides being USE
disallowance for personal Use may be taken at 20%. el
and malntenance are 50,000. The machines Were ysed In coffee curt 'f""t;-}_;.
operations. i
Compute the income arising from the aboveé ctivities for the A.Y. 2025-26. [SM Q] ;r‘,!'
Answer 29 BT
Where an assessee 1S engaged in the composite business of growing and curing of coffee, the income l,"_“?j,-
will be segrcgalcd between agricu]luml income and business income; 43 per Rule 7B of the Income= § )
 of coffee grown and cured by the seller in India |
h income shall be S ‘

tax Rules, 1962.
-ved from sale

As per the above Rule, income deriv :
shall be computed a3 if it were income derived from business, ‘ ;
deemed to be income liable to tax The balance 759, will be treated as agncultumi income.

particulars ﬂ_’___{,___,r___j__,_ﬁf___j’_____ 3
Sale value of cured coffee 22,00,000 §
Less: Expenses for growing coffee 312323
Car expenses (80% of 7 50,000) |
Depreciation on ¢4t (80% of 15% of 2 3.00,000) [Se€ e
Computation pelow] : 86,0(}(}
Total cost of agricu]lura] operations 400,000 L)
Expenditure for coffee curing oOperatic i 2-2;000
Add: Depreciation ©f machinery 5% © 15,00,000) | ===
[See Computation pelowl 525000
Total cost of the curing operations __,___,..-—:-"[_,_._”—’-—-"

and 25% of suc




A IRERTES

= . —p—
2 1] —r= W [
;\_'—"" 0k §
A W =™ L ﬂ " 2K 4
s s Lo

- v T
o ¥ - : 1 1 r L] ) - | . =]
pot oy e

1] -
Frons
articular

L -
TR e 2024 (-) > i) Il
HOpenina balance as on 14.2024 (e, WDV as on 31.3.2 ( '3
depreciation for P.Y.2023-24) 45,0001 S
Depreciation thereon at 15% 9,000 |
Less: Disallowance @20% for personal use

3600
Depreciation actually allowed 6,000
Machinery

Opening balance as on 1.4.2024 (ie, WDV as on 31.3.2024 (-)

15,00,009|

depreciation for P.Y.2023-24) . '
o |

Depreciation @ 15% for P.Y, 2024-25 i

Explanation 7 to section 43(6)
Computing written down value
depreciation shall
chargeable under
Computed shal| pe

Question 30 ?%'l}&

provides that in cases of ‘composite income”’,

of assets acquired before the previous year, tf
be computed as if the

the head “Profits
deemed 1o have bee

for the purpoge of
1¢ total amount of
entire composite income of the assessee (and not jus_t 2:‘5%);5.
and gains of business or profession”. The depreciation gg
n “actually allowed” to the assessee.

[FINAL Sm QJ
Opening Written down value o

f Plant and Machinery (15% block) as on |
1.4.2024 (Purchase value <8,00,000)

Purchase of second-hand machinery (15%

block) on 29.12.2024 for 2,00,000
business

R et S :

Machinery v (15% block) purchased and installeq on 12.7.2024 for the

8,00,000
purpose of power generation
Acquired and i

nstalled for use a new air pollution contro| equipment on 2,50,000
31.7.2024
K o e =
New air conditio

ner purchased and installed in office premises on 3,00,000
8.9.2024
el e T e

New machinery Z (15% block) acquired and instaliad on 23.11.2024 for
the purpose of generation of power
Sale value of an old machinery X, sold durin

g the year (Purchase value 3,10,000
¥4,80,000 WDV as on 1.4.2024 ?,46.800) _
— R el

CA Bhanwar Bor




tand Machinery
4 hand machinery

e
i

I8 2
@ﬁ-;conditioner for office

_ ;‘:Sdéchinery 7
_ Ajr pollution control equipment

e

 [pess: Asset sold during the year 22,03,000 2.50,000
3,10,00 il

Written down value before charging depreciation ,10,000 }h
18,93,000 2,50,000

Notes:

(1)

Power generation equipment qualify for claiming additional dep

and machinery.

Additional depreciation is not al
No additional depreciation is al
allowed in respect of air conditioner installe
The balance 50% additional depreciation in respect 0
can be claimed as deduction in subsequent financial year

lowed in respect of second-ha

lowed in respect of office ap
d in office premises.

(if)
(iif)

(iv)

- -' Bhanwar Borana

{ machinery Z of X
ie., F.Y.2025-26.

nd machinery.
pliances. Hence, no depreciation is

Particular T 00, PR e
- S
Normal depreciation —
St A
40% on air pollution control equipment (32,50,000 x 40%) 1,00,000
Depreciation on plant and machinery put to use for less
than 180 days@7.5% (i.e. 50% of 15%)
Second hand machinery (32.,00,000 x 7.5%) 15.000
= MBChiner)’ Z l?:“‘:i.”“” x 7.5%) 24‘375 39!375
15% on the balance WDV being put to use for more than 180 2,05,200
days (¥13,68,000 x 15%)
Additional depreciation
- Machinery Y (¥8,00,000 x 20%) 1.60,000
- Machinery Z (33.25,000 x 10%. being 50% of 20%) 32,500
Ll o
Air pollution control equipment (%2,50,000 x 20%) 192,500/  50.000
Total depreciaion 437,075 1,50,000

reciation in respect of new plant

32,500 (10% x 33,25.00) §




Questlon- K| ?3’152 . rule in the city, private Cars can
Dr. Arjun runs a clinic in Delhi, As per new

clty only on alternate days. He has purc.r;a.sed a car on b
mgdical profession, as per following details:

€ Dlia
u

15,00,000
Cost of car (excluding GST) 2,10.000
Add: Delhj GST at 14% 210,000
Add: Central GST at 149, '

19,20,000
Total price of car

He put his car to use from 25.9.2024 itself. He estimates t

PUrposes will pe 25%. He is advised by his friendg that
alternate days, half the i

€ has starteq using th

€ carimmediately after purchase.
Determine the depreci

ation allowable on car for the A.Y. 2025-26. if

the block If this car would also be used in the
Same termg and conditions above, what will be the
there is no ch

Answer 31

Computation of depreciation

allowance

Since the car Was put (g use for more than 180 days in the P,Y.EHN-EF. full |
¢Pf¢‘31a1i0ﬂﬁé§ 15% of 3 IU.EIJJIH“. Which is (he tot;
be allowabie.

al price (inclusjye of GST) would ||
Hu\h'evcr‘ the deprccia{iun aCtually a)
usage jg Cstimated o

owed would b
Personal yse.

C restricted o 759

|
% Since 25% of|
g iz : |
on which duprccmlmn 'S not allowap|e
Deprccialion for P,\.’,zny-zs =15%x 2 19,20,000 x 75%, | 216 r}on|
Written Down Value ag o 1.4.2025 = 3 19,20,000 $2,16,000 =X17,04,000 |I |I
- . . - -~ = |
Dcprematmn for Py 20252¢ 15% x 7] 7,04,000 75% = I 1,91,700
: == ____\_____ __________ ______________________J_\_\_ » 2f
] ) =3 o Ire o . - . = - =, - .
\t te- Ag pu'}.ulmn 17(5) of the CGST Act, 2017, Mput tax credjy Would not pe vailable i, respect
Uf. Notor vehijeles for transportagion OL persons h VING approyed Sealing “apacity of ot More thap
thirteen, Persons (including (h driver), EXcept whenp they are used for Making the laxable supplies
Namely, fyrtfer Supply of gyeh Molor vehigles: OF lransportation of Passengers: o iMparting raining
on drlrlng Such motoy Vehicles, Since Dy Atjun used the cgr for hig prnlbssiunaf Purpose o, -
any purpose stated ip €Xceplion cages. input tax Credit woplqd not
& SGST Would form part of acyy :

Question 32

Mr. Yogesh is in the Iness of Operating goods Vehicles, A

bus
foIIowing Vehicles:

§ 0n 1st April, 2024 he hag the
e Pt tto = [Exam N_qq Q]
Vehicle Gross Vehicla Date of Purchase LPut to use during F.y 5624.25?
Weight linkgs,) | 26,2000 TS
T 9000 2-6-2023 =
B ‘ 15000 15-5-2023 [
l c 120_00 202; !

CA Bhanw::m Boran.



but‘e his income under section ¢
clion 44AE of i,
N the |
s i3 2,;'Mr Yogesh does not
R BN not own more tha

L e : 10 vehi
he 1S eligible to opt for presumptiv " 19 vehicles at any time during the previous year 2024-2:
1,000 per ton of gross vehicle wgigh(: :)?-x:r:ll d m . Ay e scion I
month for each heavy goods vehicle and 7 ‘?
other than heavy goods vehicle, owned b h’
goods carriage. 4

Heavy goods vehicle means any goods carri
i rriage, the gross vehicle weight of which exceeds 12,000

Calculati i
culation of presumptive income as per section 44AE

" Type of carriage No. of months | Rateperton | Ton. |
to.of month | Rate prfon | N ILARNINS

| vehicleis | per month o

| owned by Mr. anG |

sk Prakash L

2 ® @ |0 R SR
: ‘ [1@x@x@]

Heavy goods vehicle

Vehicle B (15,000 kgs) held 12 T 1,000 15 1.80.000
throughout the year (15.000/1,000) 2=

Vehicle E  (14.000kgs) 1 3 1,000Rate 14 154,000

purchased on 15.5:2024 per month | (14,000/1.000) i

Goods vehicles other than

heavy goods vehicle

Vehicle A held throughout the 12 27,500 - 90,000

year ! {,
Vehicle C held throughout the 12 Z 7,500 - 90,000 A%
year e,
Vehicle D purchased on 12 77,500 - 90,000 (s
20.4.2024 * 1

Total 6,04,000 | |

relevant for the purpose of computation of presumptive

The “put to use” date of the vehicle is not
income under section 44AE. since the presul has to be calculated per month or part of
the month for which the vehicle is owned by

nptive income
Mr. Yogesh.

Question 33 |
rship owns four machines, put in usé for business

M’s. ises, a sole proprieto MSy2 :
inliﬂah:‘:hksgﬂggteTrEgsgepreciation on these machines is charged @ 15%. The written down
Eils of A5 " achines as on 1¢t April, 2024 Was 7 7,70,000. Two of the old machines were

CA Bhanwar Borana



202 o 0,000, A sssnc banc
ly, 2024 for ¥ 10,00,00( ! o
X mber, 2024. You"are'requ":d t(:n::n' Assessment Year 2025.26, o
A B ! iation X :
() Determine the claim of deprecia ent Year 2025.05.
B ‘% 2::219 the capital gains liable to tax for Assessm

BE

ines in July, 2024 for 15,00,099

- (i) f Moksh Enterprises had sold the two mag';L?:gSSE;‘J y 00,09
_l‘“) will -tl'?ére be any difference in your above w

Answer 33

(i) Computation

i ;'.\,H;_t‘iﬂ’\.!."r:r b
il | At

Add: Purchase of second hand plant during the year [in December, 2024]

Less: Sale consideration of old machinery during the year [in July, 2(}24]
W.D.v of the block as on 31.03.2025

Depreciation @ 15¢

28,500
the block as o 31.3.2025 represents part of actual cost of second

ed in December, 2023, which has been Put to use for Jegs than 180
depreciatiop IS Testricted 0 50% of the Preseribed Percentage of 15% i.e.
preciation g restricted 1o 1%,

, the depreciation allowable for the year ig 3 28,500 being 7149, of ¥
3,80‘(](‘1(}}
(i) In the given case. no

Some of the
increaseq by

Capita] g
assets are sold for
the actyg]
(iii) If the W0 mac]
arise, since the sale
the hcginning of the

ams Would g
a price which
Cost of assey

rise, since the block of assat Continyes
1S lesser than the Written dow N value of
Purchased during

1nes are sold in July, 202
consideration is m
Ye€ar and the

l0 exist, and

the block as
the year.

4 for ¥ 15,00,000, then shory term capjy
the aggregate of the

ring the Yyear,
Particularg

Sale consideration

Less: W.D.v. of the machines as opy 1.4.2024

ore than
additions made dy

al gains would

Written down valye of the block at

7.?0.0{)0
Purchase of second plant during the year

6,10,000
Short term capital gaing

1,20,000




-
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Question 1
A is the owner of a car. O .
 He treats the above car: 1:1-: 20:.:4. he starts a business of purchase and sale of motor car
same on 31-3-2025 and gets g?:)ro%: ::}e?s‘;‘ofk‘;iﬁ-lr?da of his new business. He sells the
under the head “Capital gains". akh. Discuss the tax implication in his hands
¥ [SMQ]

Since car is a personal asset, conversion or treatment of

_ » : atment of the same
will not be trapped by the provisions of section 45(2). Ilcn:'c. ,-‘h(}sanot liable to capi

Question 2 s>
Mr. A purchasec_i a property during 03-04 for ¥
jmprovement during 2004-05. The property was sol
(Brokerage 2%). Compute Capital Gains.

s the stock-in- trade of his business
tal gains tax.

3.50,000. He spent ¥ 2,00,000 on
d by for ¥ 37 lacs on 12" July, 2024

7 1,06,000 on May 15.1984. The following expenses

Mr. C purchases a house property for
are incurred by him for making addition/alternation to the house property: A
__—

Particulars e >

(a) Cost of construction of first floor in 1992-93 '\ 3 NORE- 135,000, B

(b) Cost of construction of the second floor in 2003-04 310,000 &

(c) Reconstruction of the property in 2009-10 2,5{},00_0_ '-I. e
i g -
Fair market value of the property on April 1, 2001 is ¥ 4,50,000. The house property is sold Pe ok
by Mr. C on Ma for T 72,00,000 (expenses incurred on transfer 60,000). -
Compute the EE;ﬁéTﬁEi?for the assessment year 2025-26.

Question 4 o7 _
ired on June 10, 2004 for ¥ 60,000) into stock-In- trade on
was % 5,50,000.

he above conversion
d for X 6,00,000 on June 10, 2024.

ess income. [SMQ.]

lue on the date of t
-frade SO converte

March 10, 2024.
ital gain and busin

Lakhs in the Financial Year 1982-83 and held the

sed aLand & ﬁ" 3% March, 2010. Preeti started her real estate business on
k-in-Trade of her business on the said

- same ital Asset _ :
- 01 A;: h26f;1ct'.}aa:n|;’f:d converted the said Jand into Stoc




.

FMV of land as op 1,
as 7 150 Lakhs.

" ve { value of the land was T

ir marke

- date, when the fa

t of construction
mension. Cos :
9.3 lacs. | size, quallty argl g;mber 2024. She sold 15 Fig _
Syl structed 20 Flats of aquas completed in h 2025. The remaining 5 flats yeye *ld
:mﬁna Lakhs. 00"5"‘3““’””5;82025 and Marc
- Flat between January,
::oﬁsagsgn 31" March, 2025.

: in the hang
| Business Income in o
t of chargeable Capital Gain and
Compute the amount o

indicati the reasop
-26 indication clearly
ing from the transactions for A.Y. 2025-26
Preeti arising fom
treatment for each item,

Questlon 6 M

|
: t. on March 10, 2010, 1 3
d by the Gowt. . , - Ihe
In is compulsory acquired by 00 is received on Agy; 12
o s, A oc;o%amr:z ﬂrstF;nstance (out of Whlcrll[;loé0025]- NS purchaseg 12
2056 av:iartizl::!fr?ee ¥ 13,90,000 is received on May 10,

2024 and the 90,

: igh court iNCrease fh
house in 2001.02 for ¢ 2,00,000. On the appeal of Navin the hig The adaigor®
Compensation to ¥ 16,50,000

(Expenditure in court's proceedings ¥ 6,000).
COmpensation of 7 2,50,000

ind out the capital ain
'S received on May 6, 2026. Fing g
chargeable to tax.
Question ?K’aﬁ?’ @/?} _ ,
5 d land of M Shivam in April 2021 ang paid
The Government compulsorily acquire . : 5
COmpensation of ¥ 20 lakhs in June 2024, The land was acqelred by Mr. Sh:yam N June
2004 for 3 12 lakhs, He had filed for additiona| COMpensation through Court ang was
aWarded 7 1g Lakhs in February 2025 byt this amount was received only during May 2025
Ompute the taxable Capital gajn from the above transaction md:catlng the relevant
assessment Yéar. Expenses IN connection with Compulsory acquisition Were ¥ 30,000 and
for obtaining enhancemem of cempensation Was ¥ 1 lakh
20N
: Question& Q‘;}\f’f/
; The Assessee was a Company carrying on business of ufa
) ) Cture ang Sale of Art-Silk
" Cloth, |t Purchaseq Machlnery worth ¥4 Son1s, and iNsureq it with Uniteq India
=" Assurance Ltd. against Firg. Flood, Earthquake. elc. The Written dq Value of the asset as
on Q1,04.2024 was ¥2,08,800. The Insurance poli Contain e~fnstatement clause
reqmr_nng the NSurance ¢q pany to Pay the valyg of the Machin N the gag 1 au
eIC., in case of estruction of SS. A fire p Oke out in Augus usine Of the firg
damage to the achinery of th Ssesse "endering the tot ?n ensive
Company recejved Sum of 7 akhs fro Insy NCe Cop Y on 1 Ma ssessee
: r
ISCuss the Jssuegansmg ON account g the tran actions ang their freatmem, Ch, 2025,
Question 950 54/
Ms. Usha Purchases 1,00 ®quity shareg i d., an y
Per share (brokerage %) in Jenuary 199
again gets 1 100 bo

Nlisteq Compa
- She gets 10g 1, P
nue of her h
01is ¥ 80.

NUS shargg by vi
of the shar

esof X [tg. on April 1, 29




Mr. R hol

._ ds 1000 shares

v i g in Star < : ot

001-02 @t @ cost of ¥ 75,000. HGM;';‘;S bif;; .ag unlisted company Sl red 1""
offered right shares by the co in the y:

“onth of August, 2024
at X 160 per share, | the company r
, in the ratio of 2 for every y nejcompany

: :'of the rights and renounces th
b s 3 e i .
i balance right shares in favou 5 held el
; vour of Mr. Q for % 30 per share in

mber 2024. All the sh

. e shares are

Mr. @ sells his shares in December 2%%12 gfz“g%oR for % 300 per share in January 2025 and
per share. | :

what are the capital gains ta
xable in the han
ds of Mr. Rand M
' r.Q?

Questio” 1 ?}\m’;’

X & sons, HUF, purchased a la
= nd for ¥ 1,2 ‘
ition took place 20,000 in th
pa olace when Mr. A, a/coparcaner, s the P.Y. 2002:03. In the P.Y. 2006-07, @
tted this plot valued at ¥ 1,50,000. In

P.Y. 2007-08, he had in
incurred expenses of ¥ 2,35,000 towards fencing of the plot Mr. A

sélls this plot of land for ¥15.00.00
00,000 on 10" D
ent of X 20,000. . ecember, 202 - s
24 0. You are required to compute the capital ;a?: ?cr:r":t?:t:n\? 283553 Zsﬁes o

Question 12

in which of the following situati i ; e

+ Mr. A purchased g| ool capital gains tax liability does not arise?

() Mr.AP ed gold in 1970 for ¥ 25,000. In the P.Y. 202 ifted it to hi
the time of marriage. Fair market Vaiu'e FMV . 2024-25, he gifted it to his son at
s 7 1,00,000. (FMV) of the gold on the day the gift was made

(it) f;wh;uig g;f;pgfrt{h;s fDur_(ihased by @ Hindu undivided family in 1945 for % 20,000. It is

: amily members in the P.Y. 2024-25 at the time of partiti f th

family. FMV on the date of partition was 7 12,00,000. 1 pattcrielil

(iii) Mr. B purchased 50 convertible debentures for ¥ 40,000 in 1995 which aré converted
into 500 shares worth % 85,000 in November 2024 by the company- [smal

Answer 12
We know that capital gains arises only
tax in the situations given above is discussed as follows:
(i) As per the prm'isions of section 47(ii1), transfer of a capital asset under a gift is not regarded as
gransfer for the purpose of capital gains. Therefore, capital gains tax ljability does not arise in the

given situation.

(ii) As per the provi
partial partition of Hindu
gains. Therefore, capital gains

when we transfer a capital asset. The liability of capital gains |

sions of section 47(1), transfer of a capita‘l asset (being in kind) on the total or §
undivided family is not regarded as iransfer for the purpose of capital
tax liability does not arise in the given situation.

(iii) As per the prm'isiuns of section 47(X)s u-nnst:cr by way of cmufcrsion U.I.l".bo?lgfh(:r de.bem;u'les,
debenture stock or deposit certificates in any form of a_cmnlpany into shares or A€ u}unes.o that
not rcgardcd as transfer for the purpose of capital gains. Therefore, capital gamns tax

company 1s for !
i e given situation.

liability does not art>

QuBﬂtion 13 - .
Mr. Abhishek @ senior citizen, modgaged his I’ESIdeﬂtla| house W
reverse mortgage scheme: _
Abhishek did%o% repay the loan ON m_aturlty and hen:;e ]E.]Tic:f:
bank. to discharg® his loan- How Wil the treatmen of long
reverse mortgage transaction?
¢ i transier of a capital asset in @ {ransaction 0
Se:ct:lon 47("‘3) pr?]d?'.:l;al o e Ce | overnment shall not be considered
a scheme made an notl

{ reverse mortgage under
as a transfer for the




. o Abhishek wil] not he
Al ith bank by Mr, ;
purpose of capital gain. in of residential house “:1' l{]}'ln ool s
Accordingly, the moﬂgaﬂ:lgiml gain will be charge ived by the senior citizen a5 4 logy
 transfer, Therefore, “;’ : ides that the amount recel
: 3 prov :
Further, section 10(4

be exempt from
orteage would

installment, in a transaction oi‘r.cvcdrs;yn;{ ; i\ l%hishek oI

' a ) Ve ;

hl:ip :_um ?iz::iil::thly installment amounts recel

Therefore,

Question 14

3 Cilhe »
Neop,
ot be laxabla

i ments are lrue or alse.
' ith reasons, whether the following statements
Examine, with : | F

- tion of reverse mortgag
ienati \dential house in a transac : "transfer"
(i) AI|ednat‘ci:':\r:j ?1; Eﬂ;edmg}??it:: Central Government is treated as "t
made

1

€ Under 4 SChep.

for the pumos?; |
e o il be long- term .. . §
(ii) Zi:::at:ogua;gn bonds of eligible corporation, held for 14 months, will be ng- term Capity
assets,

(iii) Zero Coupon Bong means
recejy

Answer 14

a bond on which no

Payment and benefits are
r redemption.

receiveg o
able before maturity o

[SMq
(i) False; A

scheme m

PEr section 47(xvi).

ade and notified by

such alienation in a transaction of rey
PUrPose of capi(g) gains

erse m
the Central Government is ot regarded ag
(i) Trye: Section 2(427) defines (he term 'short-term capit

2(424), ZE10 coupon hong held for no more than |2
Capital asger (‘unscqucml_\-‘. such bopg held f

Ortgage under ,
“transfer" for the

al asser' Under

months wil be
Or more than |2

the provis to
treated ag 4 sh
months wi]] be :

Section

: =(48), *Zero Coupon Bopg! means a hopg ISsued by any ini’raslrucmre

capital comp, Y or inf al fungd o inl‘rasirm'un'v debt fing or a

fter |5 June 2005 in Iespect of Which
ore Maturity op redemptiop from syeh is

Y notify in thig behalf;

public segtor
_ ank on o 4 N0 payment gpq
bencill 15 received o feceivable pef Suing entity and
Mr. A is p

a proprietor of Akash Enterprises havi
Unit 1 by wa

aving 2 S. He transferred On 1.4.2024 his

of Slump Sale for 5 total consideration of ¥ 25 aCs. The air Market ngQ of
the unit on 1.4.2024 jg » 4S. Unit 1 yag Starteq i € Year 2006-07
incurreq for this transfer were ¥ 28,000 is Balance Sheet as

Liabilities ) e by
. (%) E__‘___ti_

Own Capital 15,00,000 Building
Revaiuation Reserye

3,00,000 Machinery
(for building of unit 1)
Bank loan (70%

for 2,00,000 Debtorg
unit 1)
Trade Creditors (250, Other
for unit 1) 1,50,000| assets
Total

21,50,000 Total
Other information: SR

(i) Revaluation re
(i) No individua|

Serve s Created by revisi

Ng Upward
value of any asset ig cons

idered in th




ep
ompute the capital gain for the assessment

162&

Mr. Dinesh received a vacant site as

N uired by his friend for ¥ 7 gift from his friend 005 The

fing the year 2010-11 e niaenl 2000 Civosh sovaraoq a esdonte bukin
duing o the construction in 1 said site for ¥ 15,00,00 M il
exten ructon n'he year 201213 for £ 800000 i

pinesh sold the residential building for
- i 65,00,000 i . -
valuation authority adopted ¥ 65,00,000 as value for tlt?e ‘:)12:22; g?itsarakgézg .

compute his long-term capital gain
formation. gain, for the assessment year 2025-26 based on the .above

(Question 17?& W

wir. Kay purchases a house property on April 10, 1992 for  65,000. The fair market vaiue of
the hou;t?l p;%ggr% OnKAprll 1,2001 was % 2,70,000 & SDV as on 01/04/01 is % 2,80,000. ON
August o7,  MI. Kay enters into an agreement with Mr. Jay for sale of such ,prc;perty for
7 3,70,000 and received an amount of ¥ 60,000 as advance. However, as Mr. Jay did not

the balance gmour_ﬁ, Mr. Kay forfeited the advance. In May 2008, l’sﬂr, Kay constructed
the first floor by incurring a cost of ¥ 2,35,000. Subsequently, in January 2009, Mr. Kay

ifted the house to his friend Mr. Dee. On February 10, 2025. Mr. Dee sold the house for 2

year 202526,

g
22.00,000. Compute the capital gains in the hands of Mr. Dee for A.Y.2025-26.
; Q N\
Question 18 22— <
or 2 525,000 and an amount of 2 I

Mr. X purchases a house property in December 1993 f
175,000 was spent on the improvement and repairs of the property in March, 1997. The

property was proposed to be sold to Mr. Z in the month of May, 2006 and an advance of ©

40,000 was taken from him. As the entire money was not paid in time, Mr. X forfeited the |
rty to Mr. Y in the month of May, 2024 for X

advance and subsequently sold the prope
n April 1, 2001 was 7 11,90,000 & SDV as on

58,00,000. The fair value of the property O
01/04/01 is T 12,90,000. What is the capital gain chargeable in the hands of Mr. X for the

AY. 2624257

Question 19 v 4

Ravi owns a residential
ason 1.4.01 was ¢ 2.00,

m in 1975 for ¥ 80,000. The FMV A
0.000. This house is sold by him
and expenses on transfer

2025-26. |f he invests ¢
chased in 15.3.2025 is

house which was purchased by hi
000 & SDV as on 01/04/01is¥ 1.9
on 16.7.2024 for a consideration of X 97.00,000. The brokerage

was 7 15,000. Computé capital gains for the assessment year
5,00.000 for purchase of a new house on 15.3.2025. If the HP so pur

again sold in 21.10.25 for 9 lacs, what Wil be the tﬂaﬁh&y; \ ’7’
D T': DI OO
[‘ LY

Question 20 ?iré,fff s
' n Noida. It was acquired on 09.09.2011 for ¥ 30,00,000.

Mr. Roy owned a residential house
He sold it for Z 1,57,00,000 on &7 1.2022.
acquire a residential house in

Mr. Roy utilized the salé roceeds of the above property to
Pand?iz’u'lgnhfzerd?t Zgg OUF,'OUO on 07.2022. The said house property was sold on

d another residential house at delhi for 2,57,00,000 on

31102024 and he purchase
02,03.25. The pn;;pe;-t;r3 at Panchkula was sold for ¥ 3,25,00,000.



S
e

assessment year 2022.o
leul t capital gains chargeable to ta:t for the as
- Calcula | gains er,
". gﬂr?:llngzahould form part of your answ

Quastion 21 ?3&"; \9}

22 lacs, He in
icultural land for ¥

an sold agrioul d sold, wag purch

On 16" January 20205. (S;ngpute capital gains, If the |?{; Ut purpgen bya}?
expenses for zso,goz lacs, and the land was used foa:he?]g nUzry 2025 Amouy. dels _
Februa{y 23?;2;{1 agricu]tural land of ¥ 8 Ia(_:SSOT] g{ie ?a 4 lacs on 6! Anei
azcahgeacmlsd bank under ‘Capital Gains Deposit Sc

Questlon 22 Q—%& \§>

1118 company purchased another Iaer for it
2,00,000 in nth of March, 2025, What
tax in the hands of

Question 23 @»

From the foilowing Particulars, Compute

Cost of jewellery [Purchaseq in F.Y 200
Sale price of jewellery sol

4-05]
din January 2694 WS

3ca inve ed1 024af 1 eligibje Oe e was “CQuired for
N Lid, (RfE ) on 20.3.2 gain in»?d ¢ 'SSued by Rur_an!
Sued b Nationg| Hig ays Authori fl a (NH onefsef ?2250 lakhs jn
Compute the: Chargeap)e “apital gain 1 NS of Rahyj fo, th 02;5:26 '
Question 26 R)Q-Z‘Df
Mr. Kumar has purg

- PUrchageq 5 agricultyra
as been using it for agricultyrg) pur




) ICOmpute the amount ;
of capital gains taxable in th Vo s “#
2ble In the hands of Mr. Kumars 1l

“ Will your answer be any di
3 y diff i
friend Mr. Sharma? EXplain,emm if Mr. Kumar had by his own will sold this land to ﬁ-.gs'-!
Will your answer be diff o vl o S
Fes x erent if M N
actwltles? Explain and ¢ r. Kumar had ; 3 SHNEy e o
Kumar, if any. ompute the amount of capitg?tg:i?widtat::bliea;dmfgrh:ggﬂfmﬁ'
Will your answer be different i sia s
; ent if the land

compensation on ¢ lan belonged to

ompulsory acquisition was ?eceivegig ;\E-cﬂl;?pgzbyg:;gin

v\

Questio” 27 =
Mr. Cee purchased a residential hous _
additions to the house incurring ¥ 205‘: 0%’:) *i’giﬁﬂl;sliogngor

i 2024 for ¥ 20,00,000. Out of the sale procg;eed nz'
another house property in September 2 023, s, he s

What is the amount of capital gains taxable in the han

mar and

(iv)

z 10,00,000 and made some
He sold the house property in
pent ¥ 5,00,000 to purchase

-267

ds of Mr. Cee for the AY.2025
[SM Ql

Mswer 27
ence, the house is a short-term

The house 1S
capital asset an

24 months from the date of purchase. H

sold before
of indexation would be available.

d no benefit

Particulars

Sale consideration
Less: Cost of acquisition

Cost of improvement
gains

2.00,000

8,00,000

in case of long-term capital |
under section 54. B

available only
{ claim exemption

Short-term capital

Note: The exemption of ca
the house IS short-term ¢a
axable short-term C

under section 54 is
asset, Mr. Cee canno
ains is < £.00.,000.

pital gains
pital
apital g

=

assel. As
Thus. the amount of t

025-26 in the following cases:

Question 28 0= L '
e assessment year 2
Mr.C Mr. D

Calculate the income-tax liability for th

Mr. A
(age 49)
Status Resident Non-resident
e |
Total income other 2.40,000 5,90,000 ._
than long-term o
capital gaﬂ________m_f___________ﬁ____f '
Longterm  capital 85,000 10,000 60,000
gain trom sale of | from sale of listed | from sale of
( LA vacant site equity ghares (STT paid agnc.ultural
T en O \2iLy) on sale and purehase land in rural
of shares) area
- _______—~—-"‘—-—-—— =
; — der default tax regime /s 115BAC.
| Mr. C and Mr- D pay tax un :
() fihr. A, Mrs. 2 oxercise the option to shift out of the default tax regime
he normal provisions of the Act.

it d Mr.
(ii) If Mr. A, Mrs. B, Mr. C an « regime as Per t

and pay tax under the optional fa




B s -
- ' - : nf?‘ﬁ 6“1.‘!. ' "
ity shares of M/s GOgd'::y,ng securities transaction ta

o com2?n1’t1 on 01.12.2022, He has ais

hare 4

PR Ceroary aloed B0 ' are throug

.g&dggdz’ﬁ 10 er hare on 01 4 at the rate of 7 4,000 per sh cﬂﬂw{* Ugh
01.10.2024 2 o, and securities fransaction ta

He has sold all the shares ond paid hrokerage of 1% and S :

stock exchange an "9
= 2025-26 if Mr. Mithun pays tax unde

02%. .
0.0 ncome other than given above, Faj

ute his total income a , 7
ol tax regime, assuming that he is having % %o 54gis 7.2,000,

.on
market value of shares of M/s Goodmoney CO. Ltd. o

Question 30

Mrs. Harshita purc |
the same as her capital asset il 2
She started her real estate business on
stock-in-trade of her business on the sai

210 lakhs. | ion o
She constructed 15 flats of equal size, quality and dimension. Cost of construction of each

flat is % 10 lakhs. Construction was completed in February, 2025. She sold 10 flats at T 30 |
lakhs per flat in March, 2025. The remaining 5 flats were held in stock as on 31st March, =
2025.

She invested 7 50 lakhs in bonds issued by National Highways Authority of India on 31st
March, 2025 and another? 50 lakhs in bonds of Rural Electrification Corporation Ltd. in Apnil,
2025.

Compute the amount of chargeable capital gain and business income in the hands of Mrs.

Harshita arising from the above transactions for Assessment Year 2025-26 indicating clearly
the reasons for treatment for each item.

[Cost Inflation Index: F.Y. 2004-05: 113; F.Y. 2023-24: 348, F.Y. 2024-25:
N o : : 363]. [SM Q]

hased a land at a cost of ¥ 35 lakhs in the financial year 2004-05 and helg

0Oth March, 2024. ' )
21st March, 2024 and converted the said land infg

d date, when the fair market value of the land was ¥

Computation of capital gains and business income of Harshita for A.Y. 2025-26

Particulars

Capital Gains

Fair _"1ark"j'1 vi{llw of land on the date of conversion deemed as the full value of
consideration for the purposes of section 45(2) e

Less: Indexed cost of acquisition|T35,00,000x 348(2023-24)/] 13(2004-05)]

Proportionate capital gains arising during A.Y. 2025-26 (X 1,02,21.239 x 2/3] LO)QZL?SQ
Less: Exemption under section 541C

Capital gains chargeable to tax for A.Y.2025-26
Business Income

Sale price of flats [10 « 7 30 lakhs)
Less: Cost of flats




5 e
rAY202526
- ""f*-—‘._‘_ : "_H .

A gidOllVCl’SiOl‘l' of a capita'l
L apital asset into stock-i
4 .@uld .be treated as a transfer in the st°°kjln;trade B i I, .
3 o trgd& @ie. P.Y.2023-24, in this case) year in which the capital :Iﬁéset" Sferunder N
- r(;z) However, as per section 45(2), the c‘ o sset is converted into stock
- " capital assets into stock-in-trac capital gains arisi W SR .
o7 tral:ie o in-trade will be Chargeam:ltng from the transfer by way o tonversionicE
1) Th ‘ndexat'io benefi 0 tax only in the year in which the stock-in-
(3) The 1 n ben :
.(3) only up 10 i yeareolrtcf:;vcon}pullng indexed cost of acquisition woul
to the year of sale of MIsion of capital asset into o dahojts
up to the year of sale of stock-in- trade (i.c., P.Y.2024 25;)0 ckin i (S
4) For the purpose of computi : s )
o on the date on which itp'ul:*:; %(fx?f;*ﬂdg 2:111:; ": S“}fh cases, the fair market value of the capital asset
- : stock- in-trade shall b
ation / e sha d
ion received or accruing as a result of the transfer of theeca;ei::r(aists?athe el o

2/ )
3rd of the stock-in-trade (10 flats out of 15 flats) is sold in the
e chargeable to tax in the

r, be available
-24) and not

consider
[n this case, since only
P_Y.2024-?.5. only proporti o g
A.Y.2025-26. y proportionate capital gains (i.e., 2/3rd) would b

5) On sale of such stoc
tax would be the difference between the
market value on the date of conversion of the capital asset into stock-in-trade.

(6) In case of conversion of capital asset into stock-in-trade and subsequent sale of stock-in-trade, the
period of 6 months is to be reckoned from the date of sale of stock-in-trade for the purpose of

?xemptiol1 gxldcr section S4EC [CBDT Circular No.791 dated 5 6.2000]. In this case, since the
investment 11 bonds of NHAI has been made within 6 months of sale of flats, the same qualifies

for exemption under section 54EC. With respect to long-term capital gains arising on land or
building or both in any r. the maximum deduction under section S4EC would be T 50
)

jakhs. whether the investment in Al or RECL are made in the same financial year or
next financial year of partly in the same nd partly in the next financial year.
Therefore, even though investment of Z 50 lakhs n bonds of NHAI during the P.Y.

2024-25 and investment of Z 50 lakhs has been f RECL during the P.Y. 2025-26,
both within the stipulated six month period, {he maximul 1 allowable for ALY, 2025-26, I

respect of long- term capital gain arising on sale of 1on&* ) during the P-Y- 2024-

25, is only ¥ 50 Jakhs.

come chargeable to

ould arise. The business in
s sold and the fair

k-in-trade, business income W
hich the stock-in-trade i

price at W

financial yea
bonds of NH
financial yeard
has been made 1
made in bonds ©
1 deductio
term capital assel(s

Question31 2> |
rying On busin€ss- His stock and machinery were damaged and

Mr. A is an individual car
destroyed in a fire accident.

The value of stock 10
could be salvaged: he openind .
depreciation fo

e machinery

6,50,000. Certain portion of th
WDV as on

ce O on 1.4.2024 (i.e.,
e 0(023-24) Was 7 10,80,000.
d in the fire fightin i
i 2004 for 7 1,20,000.

31.3.2024 after providing P it
E{uring the process of s2 eguard’’ whﬁ:hr:nr?;y ad urchased in April,
L 22 fa;hdézgn Eﬂg _rlng; as on the date of fire accident was 71,800
e insurance company-
e 7 4,80,000

The market value ©

he following amounts fro

Mr. A received t
(i) Towards loss of stock



1 -- () Towards damage of mach‘lnery
() Towards gold chain and diamond ring

You are requested to briefly comment on the tax treatment of the above threg ftems |
the provisions of the Income-tax Act, 1961,

Answer 31

iy nsation re
() Compensation towards loss of stock: Any compens

in trade i > construed as
towards loss/damage to stock in rade is to be constri
received as insurance claim

of business or profession”,
Note - The
deduction w

ceived from the insul‘anceco

a trading receipy, Hence, T4800
for loss of stock has to be assessed under the head “Profjy and ,,

157

dssessee can claim the
hile compuling income
(i) Compensation towards ( I
~ hinery s taken over by > Insu
salvaged machinery is (aken over by the _ | I
replacement of machinery during {he year. Assuming ”".”_ the sglluigm{f machmgy
by the Insurance company, and there was no Iresh addition of machinery during
block of Mmachinery will cease 10 exist. Therefore, 2 4,80,000 being the excess
value (j.e, 3 10,80,000) over (he INsurance Compensation (j.e, 7 6.00,000)
short-term capit
Note - If jew m
Machinery,
(iii) Compensation towar
capital asse(s as en
be exclude. If
Same shal pe ¢
the indexeq

value of stock destroyed by fire gs
under the head “Profits and gains of
Amage to machinery: The question does

revenue [og

5 eligibja il
businesg or

UGy
profess:onn
not mentjop
1ance company or whether the

Whethe, the

18 takep Over

the year, the
of wri tten dowy,

al loss,

achinery js purchased

in the nex(
on which depreciation

year, 1t will constit

ute the pew block of
1at year.

nd ring: Gold chain and diamond rip

2(14), They are nop “personal effects”, which

arises in a previoys year owing (o receipt of INsurance claim, the
has to be computed by reducing

pensation of # 1,80,000.

Visaged by section
any profit or pain
hargeable (o (
COsLoF acquisiti

i =
Questaon 32 = S

Mr. Sarthak e

g are

alone are 1,
A% a5 capital p;

Ins. The capita gains
m,u!'jc'.wllu_x
*

[rom the nsurance cop

ntered intg an agreement With Mr. Ja

kumar to gg|| his residentif house
,04.2024 for# 1,50.00.000,

Was handed over the POssession

. | f the property on 15
registration Process was Completed on 14.01.2025. H
sale agreement,

: U7.202 and the
® Paid the ‘sgje Proceeds aq per the

The valueldl_etermmed by the Stamp Duty Authonty.u

(a) on 16.9’@.2024 Was 2 1,70,00,000:

() on 14,[]1.2025
Mr. Sarthak had a
After recoverin
Properties, one
on 28.5,2025.

Compute the income char
Assessment Year 2025-26.

Cost Inflation Index for Finangj

cquired the residential hoyse at Kanpur on 01.04.2

roceeds from Jaikumar, he Purchased twq residentis) . Y-
r¥20,00,000 0n 24.3.2025 and another in Delhi

} |000
geable under the head




) \\\"‘w
Question 33 % }/.&;
z 80 lakhs in May 2004. Registrati
ted a residential buildin

< oer section S0C, whe
A pet re the actual sale consideration is less than the valiel

s
adopted by the Stamp Valuation Authority for the purpose of charging stamp d
) ng stamp duty, |

i 'date of agreement

d such stamp duty value exceeds 110% of
. TEH of the ST
yalue afiopleq by the Stamp Valuation Authoriwa;:,:g;l Eale aﬁqnsn_derahon, then, the
-ofwnstderation. ¢ taken to be the full value
a case where the date of agreement is di |
: X ifferent from the dat istrati
tall-lng f“jllllltey zglz;dgrat?{fnd?li rJ_t”{1 aEreemcn! can be considered prc:'it:l:cf {Leeg mfm
s paid by way of account
payee cheque/ba k draft
yay of ECS through bank account or through such other elec1r2nic mzded;: mg; zi

Prescribe
. e T : !

[n this case% Bince "‘0" o of 7 150 lakhs is paid through account payee bank draft on

ihe date of agreement, stamp duty value on the date of agreement would be

consuiered for determining the full value of consideration]

Full value of sale ?ollsideratiun [Stamp duty value on the date of agreement, since

it exceeds 1 10% of the actual sale consideration]

Less: [ndexed cost of acquisition of residential house [¥ 30 lakhs x 363/100]

Long-term capital gains [Since the residential house property Was held by Mr.
Qarthak for more ately preceding the date of its transfer]
Less: Exemption u/s 54

Since, long-term capital gains does not exceed < 2 crore, he would be eligible for
exemption in respect of both the residential house properties purchased in India.
The capital gain arising on transfer of a long-term residential property shall not be
chargeable to tax capital gain 18 invested in the purchase of these
esidential house properties in India within one ycar befo
date of transfer of original asset. Thus. he would be eligible for €

$5.00,000 being 2 20.00,000 and X 35,00,000 :vested on acquisition

than 24 months immedi

to the extent such

re or two years after the
xemption of
of residential

hi. respectively-

ale consideration ? .
jue adopted by Stamp Valuation Authority on - 21,50,00,000]
| C 2170000000

4. on or before the date of agrecment
e

1,70.00,000

1,08,90,000
61,10,000

55,00,000

610,000 | |

house property in Kanpur and Del
able to tax

Long term capital gains charge

Mrs. Yuvika bought @ vacant land for
cost of land. She construc

expenses were 10% of the
land for Z 100 lakhs d .
She entered into an agreem le of the above sal
(not a relative) in Apri 2015. nsideration Was
2015, Mrs. Yuvika receive 20 lakhs a8 advance In C
However, due to failure on part of Mr. Johah the said Negot
hence, the said amount of advance Was rorfeited by Mrs. Yuvika.

i : ' eement ON 01.04.2024 for sa
Mrs. Yuvika, again entered into an agr by RTGS. The pll

lakhs. She received ¥ g0 lakhs as advanc

ash by executing
otiation could not

shanwar Borana

uring the financial year 2006-07.
d residential house with Mr. Johar
fixed at ¥ 700 lakhs and on 23-4-

le of this house at¥ 810
e on the date of

_ e ———

on and other |
g on the said

an agreement.
materialise and



Answer 33

= istered on 14 -

nt was ¥ 890 lakhs. The sale deed was execmﬁu?t]ignreaguthoﬂfj’ hnad
?igeaegged consideration. However, the State stamE Voses e I lakhs i
Hallies hence, the value of property for §tamp dl:lt}’dp P - S Mrs,
paid 1% as brokerage on sale consideration received.

Ing i S}
Subsequent to sale, Mrs. Yuvika made following investment

i 50 lakhs op 3¢ ,
(1) Acquired two residential houses at Delhi for ¥ 130 lakhs and 7 hs on
and 15.5.2025

.3.2025.
(ii) Acquired a residential house at UK for ¥ 180 lakhs on 23.3.2
(ili) Subscribed to NHAI capital

gains bond (approved under section S4EC) for 7 50 lakhs -
29-12-2024 and for ¥ 40 lak

hs on 12-5-2025. it
: d 'Capital Gains' o s. ika ¢
the income char, eable under the hea. '
E\?\Tgégg-zs. The choice ogfl €xemption must be in the manner most beneﬂc;af |
assessee.

Cost Inflation Index: F.Y. 2004-05

' g
=113, F.Y. 2006-07 — 122 F.Y. 2024-25 - 363

[SM/RTP N-19 q

Computation of

“Capital Gajns» of Mrs. Yuvika
Particularg

for A.Y.2025-2¢

Capital Gaings on s3)e of resi
Actual sale consideration 7 8
Value adopted b
actual sale ¢
Valualion A
Stamp duty
the valye a
be the full

dential building
10 lakhs

Y Stamp Valuation Amhority ¥ 890 lakhs [Where the
onsideration js less than (e value adopteq by the Stamp
uthority for the arging stamp duty, ang such
tual sale consideratiop, then,

aluation Authority shal be taken to
AS per section 50C

value eXcep
dopted by I
value

Huwarcr, Where the date of
Tegistration,

ds 1109 of the ac
1€ Stamp v
ul'comiderutiun

bank accoyn or throygh Prescribed electronic moq
date of agreemen;.

In this case, since advance of ¥ g
of the prescri bed mogd
be adopted a5 the ful
case since Stamy

) lakh is received b
©S, Stamp duty Value o the date
I valye ::I'cur:s;ldcrz:lif_nn. Howey

) duty value on the date of agreemen
110% of the actua] consideration_ actual

taken as the full valye ni'cnnsiduralinn}
Gross Sale consider:
on the date of
cnnsideralinn}

Y RTGS. l.e., one
of a &reement ¢ap
€r, in the Present
L does not eXceed

sale consideration would be

ation (actual consi

deration, sipce Sta
agreement does i1

mp duty vajye
L exceed [10% of the actua|

Less; Brokerage @1% of sale consideration (1% of 7 810 lakhs)

Ea SN AUIO irig ) L




Question 34 W

- '8 ]
Ly h'_'-!}:_.d i Ar 2 . ‘.1 ]

‘of vacant land, ¥ 80 lakhs, pl
- expenses L€, % 8 lakhs, beir . plus registration and other
- 363113 » being 10% of cost of laua?; ga;‘l’ ]'°]~-‘hf

T I | ".{'-.' b

I : 4
_ Constructl identi
- Cons 01.1 cost of residential building (% 100
i e lakhs x 363/122)
Since the residential house pro Mrs
| . : perty was held b i

than 24 months immediately preceding the d};ne oi’.‘i’tl;viaa ﬁt)‘r moi?

nsfer, the

resultant gain is @ long-term capital gain]

e
Less: Exemption under section 54

jLese: =~
Where long-term capital gains
exceed ¥ 2 crore, the capi !
: S , the capital isi

Onttm:s{?[l;;f f:lt long-term residential property shall ngt begg;lzransﬁg
to tax 0 b extent such capltal gain is invested in the purchase gf“ﬂ 3
residential house property in India, one year before or tw CakE
the date of transfer of original asset. L

Therefore, 1D the present case, the exemption would be available onl

f the. onc'residenlial house acquired in India and n;niﬁ
residential house in UK. It would be more beneficial for
he cost of acquisition of residential house at Delhi, i.€., <

in respect ©
respect of the
her to claim t
130 lakhs as exemption.

Less: Exemption under section S4EC
Amount invested in capital gains bon
after the date of transfer, of long-term cap
puilding or both. would qualify for exemption, to th
of Z 50 lakhs, whether such investment is made in the current financial
year or subsequent financial year.
Therefore, in the present case, exem

extent of T 50 lakhs.
al gains charge

ds of NHAI within six months
ital asset, being land or
¢ maximum extent

d only to the

ption can be availe

able to tax
d from Mr. Johar, would have
2016-17, as per section 56
egotiation.

Long term capit
Note; Advance of 20 lakhs recelve
head “Income from other SOUrces - in the A.Y.
forfeited on Or after 01.4.2014 as a result of failure of n

deducted while computing indexed cost of acquisition.

Mr. Shiva purchased @ house property on February 15,
has also paid stamp duty valué @10% on the stamp duty

In April, 2007, Mr. Shiva entered into an agreeme
i amount of

for ¥ 14,35,000 and re

consideration did
agali into an @ reemen
gain entered | OOQ owever, 8s M

and received 2 1,51, as
amount, Mr. Shiva forfeited the advance. In August,
‘ 3.90,000.
into an agreem

e o
been chargeable to tax under the |

(2)(ix), sin
Hence, the sam

ce the same Was

e should not be %‘_

e of such prope

. However, t

i the advance. In M

aterializé an .

DO r sale of said house for 0,25,000 to Ms.
ikha did not pay

iva constructé

Deepshikha
the balance
d the first

Manish for sale of

ent with Mr.
vance through an

floor by incurring @ cost 0 ahs
jva en
Mr. SBv o amount of X 1,560,000 as Nzlad
d

On November 15, 202&)00“8”  receive
such house for Z 30,9V, . ;
account payee cheque- M- Manish peil -

ance entire sum an Shiva transferred



e e
Mr. Manish on February 20, 2025, Mr. Shiv &
sale consideration to the broker, roperty was ¥ 11,85,000 and gy, 3
| ‘ t value of the house p : ™D g
sy 210 [[JJ 1T'lJfggOmI‘chkr‘teher, the Valuation as per Stamp dlgg;;“:aos”;yﬁ Sgcé’ogﬁu
ﬁtﬁewﬁ;be{ 2024 was ¥ 33,00,000 and on 20th February 9,000,

i .Y.2025-26,
Compute the capital gains in the hands of Mr. Shiva for A

: -19:240; F.Y. 2024
Cll for F.Y. 2001-02: 100; F.Y. 2007-08: 129; F.Y. 2014-15; 2

-25: 363
MRy
.
Question 35 r‘ﬁi \}/

Calculate the amoynt chargeable to tax under lhe'heac? tC”a
tax on such gains for A.Y. 2025-26 from the following deta

pital Gains' ang alsg
of certain securities during F.Y. 2024-25 as

S provided by Mr. N

of
- (Ignore SUrcharge 5
lﬁr_-,},u: E__ 'i;'_!ru'_\“/.r': W) IMTP Q]
(i) Sold 10,000 shares of Y Ltd. on 05-04-2024 @ T 650 Per share
Y Ltd. is 3 listed COmpany. These shares were acquire'd_ by Mr. N
Was paid both at the time of acquisition
was affected through a recognized
On 31-01-2018, the Shares of Y [ 1. Were traded on 5 recognized stock exchange as under:
Highest Price - ¥ 30p Per share
Average Price - ¥ 29p Per share
Lowest Price - ¥280per share
(ii)Sold 1,000 unit

aveen on 05-04-201?
as well as at the time of transfer

C Ltd. is an unlisted COmpany. Thege shares were ISsued by the COmpan

as b
on 30-09-1997 The Fajr Market Value of these shares 2-2501 W;)”US Shares
Share,

S X 50 per

Question 36 X0 2 ,\\),

Mr. Rajkumar

bought a re
agreement for

sidentia) ho
sale of the

use for ¥ 5 crores in March 016
Said residentia| house With Ms. Nikita (no

€s. The sale Proceeds were

through account pay

ee bank draft on the

2024 for # 17 cror
10%




Ques

e

B

0
as

anded over the possessic
was completed on 05.02,2025,
. :t-gf;‘;fmpmp?"?? for stamp duty
quently, the State stamp valuation authority had
roperty for stamp duty purposes was ¥ 2()"c‘-‘:‘r:f':'yresaa| 0

brokerage on sale consideration received.

ep
revised the values, hen
n 05.02.2025. Mr. R

ajkumar paid 19

Subsequent to sale, he purchased another residential house for ¥ 13 crores in Mumbai in

March 2025.

You are required to compute the capital gains char b S Ry

geable to tax in the hands of Mr.
Rajkumar for A.Y. 2025-26. What would be the capital gain, if any, in A.Y. 2026-27 if Mr.
Rajkumar transfers the new residential house in December 2025 for % 15 crores?

Cll: 2015-16: 254, 2024-25: 363

tion 37

Mr. Sanjay is a resident in India aged 55 years. He had an impressive investment portfolio in
various mutual funds. He redeemed his entire mutual fund investment portfolio and bought a
villa in Lonavala for X 2.00 crores to spend rest of his life there. The details of mutual funds

are as under —
3 Type of mutual fund Date of Date of Amount Amount
No. investment | redemption | invested | redeemed

(in % lakhs) | (in¥ lakhs)
1 BLR growth fund 03.04.2021 05.06.2024 110 140
2 |ABC Strategic fund 04.05.2024 02.02.2025 46 50
3 |ABD fund Midcap 02.12.2023 05.07.2024 1S 118
4 |SBA fund Growth 08.11.2022 12.12.2024 110 120

The funds stated at 1 and 2 have invested 30% of their proceeds in equity shares of
domestic companies and funds stated at 3 and 4 have invested 70% of their proceeds in |

equity shares of domestic companies. The investment pattern of funds remained unchanged & :

over all the years. STT is paid at the time of acquisition and redemption of mutual fund, ©

wherever applicable.

You are required to compute the capital gains chargeable to tax in the hands of Mr. Sanjay

for AY. 2025-26.

Answer

Computation of capital gains of Mr. Sanjay for A.Y.2025-26

Particulars

Redemption of BLR growth fund

Full value of consideration [Redemption value]
Less: Indexed cost of acqu
Long term capital gains [Since it is debt fund (
65% of the proceeds are inves
companies) and it was held b
months immediately preceding the date

isition [X 1,10,00,000 x 363/317]

as not more than
ted in equity shares of domestic
y Mr. Sanjay for more than 36
of its transfer] Sec SOAA

1,40,00,000

1,25,96,215

14,03,785

not applicable as MF acquired before 1/4/2023.

CA Bhanwar Borana
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: ]' ?ﬁbﬁﬁﬁfﬁtﬂc'smmgic ,ﬁmd,. —
. : I;f?'ﬂl‘fﬂl!-lt! of consideration [Redemption value]

¥ 5000000
46,00,000
| Less: Cost of 2 isition :
A Less 5 ofatquIS ins [Since it i ified mutual fund (as
- | Short term capital gains [Since it is a specified 1 P
| not more than 35% of its proceeds are-mvested in equ P:l e
of domestic companies) which is acquired on or after .t . e;
this fund would be considered as short-term c?pttal asset as p
section S0AA irrespective of the period of holding]
Redemption of ABD Midcap fund

i 18,00,000
Full value of consideration [Redemption value] 1,18
Less: Cost of acquisition

1,15,00,000
Short term capital gains [Since it i equityTorien{ed fund (a;
more than 65% of jts Procéeds are invested in equity shares of

domestic companies) and it was held by Mr. Sanjay for not
more than 12 mophs immedi

ately preceding the date of its
transfer|
Redemption of SBA Growth fund

Full valye of consideration [Rede
Less: Cost of acquisition

Long term capital gains
more than 65% of Its pro
domestic Companies) anq
than 12 months immediate

N

mption value] 1,20,00,000

1.10,00,000
[Since it is equity

ceeds are Invested
it was held by Mr
ly preceding the d

-oriented fund (as il
in equity shares of
- Sanjay for more
ate of its transfer]

Tota) Capital Gajn
Less: Exemption under section 54f

Capital gain arising on transfer o

f'a long term Capital asset other
ot be chargeable (o tax to the
Purchase of gne
€ Year before qp
of origina] asset,

Therefore,
available o
redemption

the €xemption  woylq be
g-lerm capig] £ains from
of BLR growth fund and SBA Growth fund.
Exemption from long term capital gains from redemption of

BLR short term fund

[14,03,785 & 1,40,00,000 HL#U.(]UI}OOJ

Exemption from long term capital gains from redemption of
SBA Growth fund

[10,00,000 x 60,00,000 (2 crore — 1.4 crore) /1 .20,00,00(}]

nly in respect of |op

Capital Gain Chay eable to tay for AY 25-26




Question 1

Rahul, @ resident Indian, holding 28% of
0 from the same company. On the

5,00,00

equity shares in a com
date of granting the |

pany, took a loan of ¥
oan, the company had
facturing activity.

>ccumulated profit of 74,00,000. The company is engaged in some mar
(i) Isthe amount of loan taxable as deemed divid i :

i end, if th
the public are substantially interested? if the company IS & €0
wrfa; \fvouid be your answer, if the lending company is a private limited comp
which is not a company in which the public are substantially interested)?

iddy hb B

which the public are substa

mpany in which

any (i.e.

(ii)
[SM Q]

tially interested, of

der. being a person who is the beneficial
deemed as dividend under section

Answer1
Any payment by
any sum by way of
owner of shares holding not |
2(22)(e), to the extent the com
(i) The provisions of section 2(
in which public are substantially inte

deemed dividend.
loan is taken from a private company (i.e
I is a manufacturing company 4
ss of the company, the

f the busine
| holds more than 10% o

a company, other than a company in
advance or loan to an equity sharehol
ess than 10% of the voting power, is
pany possesses accumulated profits.
ply where the
loa

loan is given by a company

22)(e), however, will not ap
n would not be taxable as

rested. In such a casc, the
_a company in which the public are not
nd not a company where lending of
n, the provisions of section B
f the equity shares in the

(if) However, if the
substantially interested), whic
money Is a substantial part O
2(22)(e) would be attracted, since Rahu
company.

The amount cha

the company on the

be limited to the accu

Question 2 %%/

From the following P
compute the income charge

accumulated profits held by [
as deemed dividend would [N

h is ¥ 5,00,000.

dividend cannot, however, exceed the
he loan. Therefore, the amount taxable

rgeable as deemed
7 4.00,000 and not the amount of loan whic

date of giving t
mulated profit 1.6

year ended 315t March, 2025,

"
.

Gani Bhai for the previous
come from other sources

articulars of .
der the head “In

able un

_Particulgrs

sfroma company

k deposits
sclosed 5ources
jes (Net)

n by him

(a) Directors fee
(b) Interest on ban
(c) Income from undi
(d) Winnings from Jotter
(e) Royalty on hook writte
(f) Lectures in seminars
(g) Interest on 10an given tod




(h) Interest on debenture of a company t
(i) Interest on post office Saving Bank Accoun

(J) Interest on government securities

(k) Interest on monthly income scheme of Post Office

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

Question 3

‘ ining to the year «
The following details have been furnished by Mrs. Hemali pertaining year ende
31.3.2025:

(i) Cash gift of 2 51,000 received from her friend on the occasion of her Shastiapths

Poorthi", a wedding function celebrated on her husband completing 60 years
This was also her 25th wedding anniversary.

(i) On the above occasion, a diamond necklace worth ¥ 2 lacs was presented by her Sister
living in Dubai. _ ‘ '
(iii) When she celebrate 2 , her friend assigned in Mrs,
Hemali's favour, 3 fixed deposit held by the said frj
the fixed deposit and the accrued interest o

Compute the income, if any, assessable as inc
Answer 3

of age

|
ome from other sources.

(i) Any sum of money received by an individual on the occasion
exempt. This provision is. however, not appl

function celebrated on completion of 6() ye
The gift of ¥ 51,000 received from ative js, therefore, chargeable to tax under section
36(2)(x) in the hands of Mrs Hemali, since the same exceeds T 50,000

(ii) The provisions of sectio

N 56(2)(x) are not
received from g relative. Thus, (he gift of
relative, is not taxable under Section S6(
“property”.

(iii) To be exempt from applicability of section 56

occasion of the marriage of the indiyidy
this exemption Provision is not

of the marriage of the individual js
icable to a cas

h gift received during 2 wedding
ars of age.
a non-rel

dltracted in respect of
diamond
2)(x), even the

any sum of money
necklace recejyeq from her sjs
ugh Jewellery falls within the 4

Or property
er, being a
efinition of

(2)(x), the Property should pe received on the
al, not that of fhe individual’s 30N or daughter. Therefore,
dltracted in thig Case, ¥ 52,000 shall pe taxaﬁhle in hands of:
al FD is treate under money,

Hemali, We assume th

Question 4 ‘iﬁé‘}




Questions 32
\?/ yg'fg}: tﬁg‘::ie; nlg ::I?r;s: received the following without consideration during the P.Y- 2024-
(1) Cash gift of T 75,000 on his anniversary, 15th April, 2024.
(2) Bullion, the fair market value of which was 2 60,000, on his birthday, 19th June, 2024.
(3) A plot of land at Faridabad on 1st July, 2024, the stamp value of which is Z 5 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.
@ ¥ 400 each on 19th June, 2024, the fair market value of which was 2 600 each on that
date. Mr. A sold these shares in the course of his business on 23rd June, 2024.

Furlhpr. 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 X 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” for A.Y. 2025-26. sMal | :

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 -
(i) Akhil HUF received Z 75,000 in cash from niece of Akhil
Akhil is the Karta of the HUF.

(i.e., daughter of Akhil's sister). ©

(iii)
marriage anniversary.
received jewellery worth ¥ 45,000 (FMV) from

(iv) Kishan HUF gifted a car to son of Karta
examination. The fair market value of the

(ii) Nitisha, a member of her father's HUF, transferred a house prope
consideration. The stamp duty value of the house property is ¥ 9,00,000.

Mr. Akshat received 100 shares of A Ltd. from his friend as a gift on occasi
The fair market value on that date was
his nephew on the same day. Bty

car is ¥ 5,25,000.

rty to the HUF without ;"_ "

jon of his 25th |
Z 100 per share. He also [

for achieving good marks in Xl board |'.',_‘.
[smaQj

Answer 6
{ Taxable/ Amount Reason
Non- liable to tax
taxable )
. =
(1) Taxable 75.000[Sum of money exceeding ¥ 50,000 received without
consideration from a non-relative is taxable under section| S8
56(2)(x). Daughter of Mr. Akhil’s sister is not a relative of Akhil | .
HUF. since she is not a member of Akhil HUF. s
il e o
(i) |Non- taxable 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 HUEF. | |
However, income from such asset would be included in the
hands of Nitisha under 64(2).
o e~
(iii) Taxable 55000 |As per provisions of section 56(2)(x), in case the aggregate fair
market value of property, other than immovable property,
s received without consideration exceeds 7 50,000, the whole of]|

' CA Bhanwar Borana
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from Other Sources

' taxable. In this cage,
value shall be el i
th?' aggr.egatfa]ue of shares (% J.Q,G_OO) andtje?;is Rl
2 n:ial];‘et‘j(} 000. Hence, the entire amount o 5,0
exceeds T 50,000.

taxable. i for i
; of property for the p
: is not included in the definition 5 s]l:a” HOHHR taxably
(v) | Non- taxable Nil Eﬁgeétion 36(2)(x), therefore, the sam )l
L=

Question 7

i is business to
Mr. Hari, a property dealer, sold a building in the course of hi

his friend Ry
1.1.2025, when the stamp gy,
: - ' arts, for ¥ 90 lakh on :
whlo IS ‘:age;i% [I]nl :ﬁﬁ°?§2'|2g322§8at was, however, entered into on 1.9,2024 W
value .

In the hands of Harj.

the Provisions of
section 23CA would be altracted. since the
building repye '

Since Mr. Rajesh is

automobile spare parts,|

the building Purchased woyq be a capita] asset in his
& represents his Stock-in- trade gng he | hands, The proy isions of Section 36(2)(x) would be
has transferred he same for g consideration allracted in the hands of Mt Rajesh who has received |
less than the stamp duty Value; and the stamp immm-ahtc Property, b::iﬂ:._: 4 capita] asset, for
duty valye Exceeds 1109, nl'cnmidorminn. in:-ulequuta: consideratjop and the dit‘fereme between
Under section 43CA, the Option to adopy the |the consideration g Stamp. dygy, Value exceeds 2
SMp duty yalye on the date of agreemeny q'-““‘_““{]- eing the higher of ¥ 50,000 and 10% of
can be exercigeq only if whole of Part of the | consideratjop Therefore, 60 Jlakp eing  the
consideration hag been received on or before |difference between the § P dyty valye {;f the
the date of dgreemen by way of account Property op the date of I'Cgisuﬁliun 'i,= 150 lakh)
Payee cheque of draft or by use of ECS |and the dctual Consideratjop, (ie, 3¢ would be
through , bank accoyn or through  cregiy t@xable undey Section 56 2)( s of M
card, debij card, net h;mking. IMPS Rajesh Since the Payment o he date reement i
(Immediate Payment Seryjce) UPI (Unified [made by fI‘ﬂSSt}d Cheque , | accaum e
Paymeny Intm‘ﬁlt:u], RTGS (Real lin‘nc(imss L'ht“]"ﬁ-’d}'ait or ECS Or thro &1 cregdiy Carq itpc;;d
Settlement), NEFT (Nationa] Electronic net bf'“'\'”"?.l-IMPS{I"HHEL“&I& YAYMment CrVice) UPf
Funds Transfer), a4 BHIM  (Bhaat (Unified P“.V'“C"{!“wrfacﬂ; RTGS Real T; ’ross
Interface foy Mm‘tf:y) Aadhar I"a_yl on or :St:“m'"tl‘“”: NEFT (Nationg] ECtropj, Funds
before the dae of agreement, 1, this case, | Transfer), g4 BHIM (Bhara Interfaee for oney)
since the down Payment of 3 |5 lakh is |Aadhay Pay. Y
received on the date of dgreement by crossed
cheque and pgy decount payee cheque, the
Option canpoy be CXereised.
Therefore, 7 75 lakh, being the difference
between the Stamp duty yafye on the

date of
transfer e, ¥ 150 |

akh, ang € purchage




e —ry S weae—— li
price 1.6, T 75 lakh, would be chargeable as |
p Egﬁ iness income in the hands "0? r&erﬂb]l?;l's-
- since stamp duty value exceeds 1109 . Hari,
- |consideration 5 110% of the

I |
. Case 2: Tax i i
ax implications if Mr. Hari is a share broker

 the hands of the seller, Mr. Hari |
My Hari™s £ 5| S

ce in the

- e i
> ey

In case Mr. Hari is a share broker | ey =
P and :

dealer, the building would represent lti];O:aa il: rrpmty There would be  no differen

and not stock- in-trade. In such a case, the g.-{i,i:ibsa taxability in the hands of Mr. Rajesh.

of section S0C would be attracted in the hands of ;1115 whether Mr. Hari is a property dealer or 8

Hari, since building is transferred for Is of Mr. |stock broker, (except where the property

less than the stamp duty value: and] 31:0*:Sldera;0n wransferred in a residential unit fulfilling the

A e stamp duty|sti S e ng: th

value exceeds 110% S p duty zt;g;lated conditions, which is not so in this

5 lak iy L se).

Tti;::i’ zd:;\- |:-I:Il:l,ll)eln%: thc.' difference between the | Therefore, the provisions of section 56(2)(x)

150 kah J d Il on t -IE date of_ rt‘gi-str:ltmn (i.e., T | would be attracted in the hands of Mr. Rajesh

akh) and the purchase price (i.¢., Z 75 lakh)|who has received ovable property, being

i be clié ree: ag “t-1 e Fyss . - = -
would hargeable as short-term capital gains. | capital asset, for inadequate consideration
and the difference between the consideration

and stamp duty value exceeds T 9,00,000,
being the higher off 50,000 and 10% of

consideration.

lakh, being the difference

Therefore, ¥ 60
lue of the property

between the stamp duty va
on the date of registration (1.€., Z 150 lakh)
and the actual consideration (i.e., Z 90 lakh)
would be taxable under section 56(2)(x) in
the hands of Mr. Rajesh, since the payment
on the date of agreement i made by crossed
cheque and not account payee cheque/draft or
ECS or through credit card, debit card, net
(MPS  (Immediate payment
Unified Payment Interface),

It may be noted that under section 50C,the option to
adopt the stamp duty value on the date of agreement
can be exercised only if whole or part of the
consideration has been received on or before the date
of agreement by W payee cheque or draft
or by use of ECS throug r through
credit card, debit card, net ban
payment Service), UP] (Unified P
RTGS (Real Time Gross Settlement),
Electronic Funds Transfer), and

ay of account
h a bank account O
king, IMPS (Immediate
ayment [nterface),
NEFT (Nutinnal
BHIM (Bharat banking,
Interface for Money) Aadhar Pay on or before the Service), UPL (UNMH
" In this case since the down RTGS (Real Time Gross Settlement), NEET

.d on the date (National Electronic Funds Transfer), and

date of agreement. _

payment of < 15 lakhs has been receive nic
.od cheque ¢ +t account| BHIM Bharat Interface for Money) Aadhar

of agreement by crossed cheque and Pnnl accou 2 (

t be exercised. ay.

payee cheque, the option ¢anno
[SMQ.]

omes are taxable:
tock—in-trade for 3 years :

Question 8

Examine under which heads the following inc
(i) Rental income in case pro held as S
(ii) Dividend on shares

(iily Salary received bY @
(iv) Rental income of mac
(v) Winnings from otteries bY 2
(vi) Salaries payable t0 @ Member

perty

. e . - -
A ' e same as business activity

L1




ST

TG EAY G ..T _I' ::,L:i; i =
ncome from Other Sources
(vii) Receipts without consideration

(vil)In case of relirement, interest on employee’s  contribution it pmwdéﬁﬁ fi
unrecognized,
(i)

Rental income in case of a person engaged in the business of letting out of
Answer §

B

Particulars
—1  Parti

(1) |Rental INcome in case
stock-in trade for 3 years

(i1) Dividend op shares

[ncome from other sources
(iit) Salary by partner from his partnership firm

(iv) [Rental income
below)

Propy _'

property held as

Profits and gains of business or Profession

Profits and gains of p
[ncome from othe

of machinery (See Note usiness or
I sources

(v) Winnings from

the same

(Vi) |Salaries

Parliamcm

lotteries by g Person having | Income from other sources
as business activity
Payable o 4 Member of Income from other sources

|
(vii) Rcceipls Withoyt consideration Income from other SOurces ‘
(viii) |1 case of telirement. interes on| Income f‘r'nmulhcr Sources '
€mployee’s Contribution if Provident fyng

is Unrecognized
(1) |Rental income

iﬂ Case 1\1- d [}L‘!'.‘-UH L'H_L’Ei::_-',‘.'lL P['l‘ﬂl.\i
in !hl: i.‘lll.‘nillc.\'.‘w of |u|1i|!:: 4]
&

ut of Properties
Note - A
head

and gains from business or profession
LT o A YA . . s . -
S Per section S6(2)(ii). réntal Hcome qf rnatclnncl'_\' would he -;‘hurucuh]u 1o tax under the
Income from Other Sources”. if the Same s noy chus'uuu}:lu to incninu-i;n under the head
“Profits ang £ains of'| '

. ,00 towards interest on
nt in 'espect of Compy|
ar 2015-1¢.
Out of this int

aCquisition of his
erest. ¥ 1,50,000 relates tq the financia year 201g
= : 21
financial year 2017-18: ang ¥ 1,85,000 to the financia| Year 2018-19g. Tngfs.ooo to the
by way of legal expenses g receive the interest On such Nhanceq nsaﬁgr?d 0,000
How Mmuch of interest On enhanceq compensation would he char
e
assessment year 2025-267 Jeable to oy for the
Answer 9 [Sm Q]
Section 1458 Provides (hat interest received by the assessee op enhance om
deemed g be the Income of the assessee of the year i which
uleccnunting followe by the assessee

Section Sf_}(zifwii} stat
50% of such
shall be pe

Therefore, legal CXpenses i
allowed as deduction from sy
Computation

e _ Pe€nsatio, shal
LIS receiye ; irrespecli\-*e ; e
financig| Year to Which ;
as “Income from other Soly

and irrespectiye of the
income shall be taxable

allowed as deduction by virtue of Section 57
h Income,

€s that such
income shall be

t relatag
IMmissible from sy

I'ces®
(iv) anqg N0 othe
0 recejve

the interest
1ch Income.

f interegt on

enhanced Compens
the A.Y 2025-2¢.

ation taxabje as




[fnerest on enhanced compensation taxable w's S6(2yviip)
| ess: Deduction under section S7(iv) (50% x ¥ 5,00000) | )
Taxable interest on enhanced compensation _ ek | o 00 _!
'3 | St dedb

(Question 10
Examine the following transactions in the context of Income-tax Act, 1961: [SMQ]
(i) . B Fransierrec 500 shares of R (P) Ltd. to Ms. B Co. (P) Lid. on 10.10.2024 for X

3.00.00f W rgn the market price was ¥ 5,00,000. The indexed cost of acquisition of
shares for Mr. B was computed at ¥ 4,45,000, The transfer was not subjected to
gecurities transaction tax.

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

(ii) 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.
|s the cash gift so received from the trust chargeable to tax in the hands of Mr. Chezian?

Answer 10

(i) 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.

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

As per section SOCA, since. the consideration is less than the fair market value of unquoted
shares of R (P) Ltd.. fair market value of shares of the company would be deemed to be the full
value of consideration. It is presumed that the shares of R (P) Ltd are unquoted shares.

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

(i) The provisions of section 56(2)(x) would not apply to any sum of meney or any property
received from any trust or institution registered under section 12AB. Therefore, the cash gift of ¥
| lakh received from Atma Charitable Trust, being a trust registered under section 12AB, for
meeting medical expenses would not be chargeable to tax under section 56(2)(x) in the hands of §
Mr. Chezian.

Question 11 £ 185

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

(i) Cash Gift of Z 51,000/- on his birthday, 19" June, 2024 .
(i) 50 Shares of Beta Ltd, the FMV of which was ¥ 60,000 on his birthday, 19" &=

June, 2024

(iii) 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 20" November, 2024, Mr. Ganesh purchased land from his sister's mother-

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

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

Compute the Income of Mr. Ganesh chargeable under the head “Income from Other
r. Sources’” and “Capital Gains” for A.Y. 2025-26




ing deposits durin
t shows the following
Karan's bank accoun

g the financig year 9y,
‘ Y. 2025-26, agg(pt i
7 aran's (aged 45 years) tolal income for the A.Y 262,000
ﬁmg e property (computed) is €2,30,000
() Gift from his sister in Amsterdam ¥10,000
(i) Gift from his friend on his birthday | . €12,600
(i) Dividend from shares of various Indian companies 2 25,000
_ i - agement '
(V) Gift from his mothé’ gk s 275,000
(V) Gift from his fiancée . < 25,000
V1) Interest on bank deposits (Fixed Deposit) Gross)
Question 13 Q&

X acquires 3 commercial flat from on December 16 2024, Cost of acquisifion and stamp.
duty valye are as follows —

R |
Consideration

SDV
e—— 1 1

Discuss tax im

Plication in hands of x &Y,
A\
Question 14 Rﬁi‘/
X acquires an IMMmovab|e Property from Y durin
Case 1
SDV on the gate of 4000001 409000
agreement
SDV on the date of 4,70,000 4,70,000
registration
Consideration for 3,81,000 3.81,000
a(:quiring Property
from vy
Whether advance jg Yes
Paid by A/c Payee
chequefDDfECS Upto
date of agreement [
Discusg lax tmplication In hands of X &Y.
Question 15
Examine whe th

ther
amount liable to tax:




) :lN'T "‘?ce.\,eds 20,000 as his share from AterTincomedol
r. Xavier, a ‘Param Vi : me of th

_ ir Chakra' awardee, who was fofmi:::.] e

ly in the service Of the

_central Government, recei \
ceived a pension of ¥ 2,20,000 during the financial 9308

: oial year 2023-24.

[sM Ql

W Y

' “f_-b_‘l (ﬂ)

I--:_'—'—'._'__ AT
Taxable/Not Amount: |
Taxable |liable to tax e
Not Taxable -| St ' e e o7 e .
Jare received by member out of the income of the HUF is
L exempt under section 10(2).
(i) Not Taxable _|Pension received by Mr. Xavier, @ former Central
Government employee who 1s @ ‘param Vir Chakra’
awardee, is exempt under WIM.”’/J

Question 16
e or false with

Examine With reasons in brief whether the following statements are tru

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

i) Pension received by a recipient of gallantry award,
Central Government, is exempt from income-tax.

who was a former employee of

[SMQl]

by way of pension received by individual who has |8
“ParamVir Chakra” or «“MahaVir £

Answer 16
ral Government, may, by &

(i) True: Section 10(18) exempts any inc
been in service of Central Government
Chakra” or «\/ir Chakra” oOr such othe
notification in the Official Gazette, specify in't

Question 17
Compensatio
his/her legal heir is taxa
provisions of the Incomé

ome
and has been awarded

r gallantry award as the Cent
his behalf.

d from a local authority by an individual or |
tness of the statement with reference to the
[SM Q.

ail

saster receive

n on account of di
rrec

ble. Examine the €O
tax Act, 1961.

d or receivable as
¢ from the Central |
r, the exemption is
a deduction under |

amount receive
of any disaste
x. Howeve
llowed

Answer 17
The statemenl is not correct. AS per gection ID{H}BC ), any
compensation by an individual or his/her legal heir On account
Government, State Governmel local quthority is exempt from ta
not available to the exien such individual of legal heir has already been @
: ge C? used by such disaster.

this Act on account of such 108
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‘ !gﬁ]_ 3

uestion 1 _ ' ‘ .
Q Mr. A holds shares carrying 25% voting power In X (P) Ltd. Mrs. A is working as a compye '

j {7 30,000 p.m. She is, however, not qual ,_
B poat e X ) LEL B aASS? I:HS?A are 2 7,00,000 & T 4,00,000, respectively

r the job. The other income of Mr. g Swavene
iFé)ompeu{g the gross total income of Mr. A and Mrs. A for the A.Y.2025-26, assuming the

they opt out from default taxation regime u/s 115BAC.

Will your answer be different if Mrs. A was qualified for the job? [SMQ]
Answer 1 |

M. A holds shares carrying 25% voting power in X (P) Lid i.e., a su '*f-_lf'»_!‘-d! lﬂ'ﬂ:ft’_hl in the Coﬂlpﬂl}?_—

His wife is working in the same company without any professional qualifications for the same. Thg L

by virtue of the clubbing provisions of the Act, the salary received by Mrs. A from X (P) Lid: will be

clubbed in the hands of Mr. A.
Computation of Gross total income of Mr. A

Particulars } t \ !
Salary received by Mrs. A (330,000 » 12) g7 3,60,000|
Less: Standard deduction under section 16(ia) 50,000 | 3,10,000
Other Income | | 7,00,000
Gross total income _ 3 i 10,10,000
The gross total income of Mrs, A is ¥ 4.00.000

I Mrs. A possesses professional qualifications fi

‘ r the job, then the clubbing
applicable. :

provisions shall not be

Gross total income of Mr. A = ¥ 7,00,000(other income],

Gross total income of Mrs. A Salary received by Mrs. A [T 30,000% 12

|
I Less T 50,000, being the standard deduction under section 16(i: : !
27,10,000 T 1) plus other income [7 4,00,000] =

Questlon 2

Mr. B holds shares carrying 30% voting power in Y (P) Ltd. Mrs. B i :
in Y (P) Ltd. getting income under the head salary {computed.) oflsrw; ::ng = qccountant
qualification in accountancy. Mr. B also receives ? 30,000 as in 4,900 without any

: ter s
owns a house property which she has let out. Rent received frometsetnc;zlie'cunhes' o
Compute the gross total income of Mr. B and Mrs. B for the A.Y.2025.2¢ Is ¥ 6,000 p.m.

[SMmQ]




under the head salary of Mrs. B (Computed)
scome from oher sources

Income from Salary
[clubbed in the hands of Mr. B]

Income from house property

Gross Annual Value [T 6,000 x 12] 72,000

Less: Municipal taxes paid =

Net Annual Value (NAV) 72,000

Less: Deductions under section 24

- 30%of NAV i.e., 30% of T 72,000 21,600

- Interest on loan B 50,400
50,400

Gross total income

™

Question 3 E?%
Mr. Vaibhav started a proprietary business on 01.04.2023 with a capital of ¥ 5,00,000. He
incurred a loss of Z 2,00,000 during the year 2023-24. To overcome the financial position,
his wife Mrs. Vaishaly, a software Engineer, gave a gift of ¥ 5,00,000 on 01.04.2024, which
was immediately invested in the business by Mr. Vaibhav. He earned a profit of ¥ 4,00,000

during the year 2024-25. Compute the amount to be clubbed in the hands of Mrs. Vaishaly |

for the Assessment Year 2025-26. If Mrs. Vaishaly gave the said amount as loan, what
[SMQ.]

would be the amount to be clubbed?

Question 4
Mrs. Kasturi transferred her immovable property t
out of the rental income, a sum of T 36,000 per annum s

o ABC Co. Ltd. subject to a condition that
hall be utilized for the benefit of her

son's wife.
Mrs. Kasturi claims that the amount of 2 36,000 (utilized by her son's wife) should not be

included in her total income as she no lenger owned the property.
Examine with reasons whether the contention of Mrs. Kasturi is valid in law. [SMQ.]

Answer 4

The clubbing provisions under section 64(1)(viii) are
or indirectly, otherwise than for adequate consideration,

_ 109
4 Bhanwar Borana

attracted in case of transfer of any asset, Qircctly
to any person to the extent 10 which the




iy dcferred benefit of son's
from such for the immediate or individual
included in w‘l:;ﬁ;:::l::toml income of the transferor-indivi U
Iﬂ_l m APl

Therofore, income of ¥ 36,000 meant for the benefi of daughter-in-law is chy eable
g !'m.hfwm-l.u.. Mrs. Kasturi in this cnsel._d -
. "ﬂnﬁhmﬂon of Mrs. Kasturi is, hence, not valid in Jaw,

[
-

: isions under section 04(1)(viii), the (ry nsfer

| lubbing provisions un I's d that
Note - In order (g attract the ¢ Ibbing bis case, it is presumed thg € lrangfey j

i “quate consideration, In this case, ' isions are gf M
mhwﬁ:!t:nntr:&:ildcmtinn and therefore, the clulbbmg DFO(;’S'S:;"; ];'Ee (?Ouffdt.edif‘hl}:e .
Provisions of section S6(2)(x) would also get attracted in the han + Fihe gongi
specified thereunder gre stisfied,
113t is presumed that the transfer was for adequate
Would not be atryete

consideration, the provisions of section ‘:E'i-
Qunstlon 5

Mr. A has three minor children — two win daughters, a
Years. Income of the twin daughters is 7 2,00
fi

her minor S0n on 1.4,2024 out

ged 12 years, ang one son ageq 1a
0 p.a. each ang that of the son Is ¥

of naturg love ang aff 'f

1
: the hands of Mr. o
Ing that Mr. A S total income s higher than Mrs. A's total incnnn;;
efore inc!uding the income of minor children and both Mr. A an Mr:
of shi INg out of the defayt lax regime Provided y/
Answer 5

dMrs. A exercise the
S HSBACHA)].
Taxabje i

[SM Q) |
ncome, ip Iespect of Minoy Children In the hands II. A is

Lo |

Fm‘tiuular\
Twin minor daughters [X 2,000 » 2]
Less: Exempi under sey;

on 10(32 [T 1.500 » 2] 3.000 1,000
t .

Nor sop 1,200

Less: Exemp under sectign 10(32)

Income to be clubbeg in th

1,200 | Nil
¢ hands of Mr. A 5= I

pETere L

Note - AS per Section 27(i). M,

i

| L 1000
lection g MO constiyge ddequate COnsideration + i
! aliop for this ;
Ccordingly. 1, Income from, house Property of 3 84,000 [;. »¥1,20,000 () 36 000 :ubn P;:;]:Gser
1,20,000) would be (gy ble directly i her hangs 8 the deemeq OWner of 11 .ﬁaid i
(unscqucnlh Lluhhing Provisions unger Seclion 04(1A) w ould not pe Mracted i, res; \"[ ;;r_ﬂper!y,
from hoyge Property. OWINng to which EXemption Ill{_s‘llcunnnl be Availed b, h Sl come
- Question 6
' Compute (he gross tota INcome of . & Mr
both exercs
kel

S. A from h followin
9 out of the defaul
B L

e
€ the option of shiftin tax re ime
h.._______ﬁ____h_______ g

Particulars
(a) Salary Income (

Computed) of Mrs, A
(b) [Income from profess;
(c)

(d)

(e) Inte




Answer 6

Question 7

Answer 7

CA Bhanwar Borana

‘ : 3,000
(f) | Gift received by C on 30.09.2024 from friend of Mrs. A \ 2,500

Brief working is sufficient. Detai i
ey . Detailed computation under various heads of income is not
[smaQ.]

As per the provisi secti : 3

hasplo 5 clr:lbhéill?:il:::r]i;;lrn ?—:{’IA} of the Income-tax Act, 1961, all the income of a minor child

et Mc 5: A1_1;l p:!.n:hl whnse‘ total income (excluding the income of the minor)

e 11-.-.1: ;;:1 | 3.)0.()()() and income of Mrs. A is T 2,30,000. Since the income

s U|‘M,~,L,r\ i 2 C r“"_'_':_\‘ the income of the minor children have to be clubbed in the
It is assumed that this is the first year when clubbing provisions are attracted.

application of his/her skill, talent, |

Income derived by a minor child from any activity involving
e. the income of minor child C from

crmarialice , - - 2 : .

5[}LLI(-1|I!-|LC] knowledge and experience is not to be clubbed. Henc
Ay ATCICE e e 3 :
exercise of special talent will not be clubbed.

llf.“r\.\'c\'c‘r. interest from bank deposit has to be clubbed even when deposit is
arising from application of special talent.
The Fu_raass Total Income of Mrs. A is ¥ 2,30,000. The total income of Mr
provisions of section 64(1A) is as follows:

made out of income \ "

A giving effect to the |

A for the A.Y. 2025-26

Computation of gross total income of Mr.
F Particulars

-

Income from profession
Income of minor son B from company deposit

Less: Exemption under section 10(32)

Income of minor daughter C

From special talent —not to be clubbed

Interest from bank 3,000
Gift of 2,500 received from a non-relative 1s not taxable under section Nil
56(2)(x) being less than the aggregale limit of T 50,000

3,000

1,500

1,500
4,05,000

[ ess : Exemption under section 1U( 32)

Gross Total Income

# 6 lakhs to his brother's wife on 14-6-2024. On 12-7-2024,

5 lakhs to Mr. Vasudevan's wife. The gifted amounts Were
by Mrs. Vasudevan and wife of Mr. Vasudevan's brother
ne the consequences of the above under the provisions

ds of Mr. Vasudevan and his brother. [smQ.]

Mr. Vasudevan gifted a sum of
his brother gifted a sum of T
invested as fixed deposits in banks
on 01-8-2024 at 9% interest. Exami
of the Income-tax Act. 1961 in the han
rother’s wife on 14.06.2024 and
07.2024. The |
s wife.

q sum of T 6 lakhs to his b

Mr. Vasudevan gifted

of T 5 lakhs to Mr. Vasudevan’s wife on 12
ks by Mrs. vasudevan and his brother’
Accordingly, the
or because t
ansfer constitutes cor

In the given case,
isly. his brother gifted a sum

¢ invested as fixed deposits n ban
in the naturc of cross transfers.
assessed in the hands of the deemed transfer
form part of a single transaction and each (r

tual or otherwise.

simultaneot
gifted amounts Were
These transfers arc

transferred would be
intimately connected (0
for the other by being mu

income from the assets |
he transfers are sO
sideration




Persons included in Assess! ey
— e transaction in such
. i connected and are part ilis}zes?g evade tax, the implicy .
i E‘If_t_wo%.ﬂ?ns&“ﬁ-“_qs e mler-ethod was adopted as a ex Court in Keshavji Morarji (19
' ? it e clrcmtoustg\d It was so held by the Ap in the form of interest'm! fix
Lyl provisions would bﬁﬂ“m‘f : arising 1o Mrs. Vasudevand inerest ncome arsing g
Accordingly, the in.‘emt mco: 1?ec;mnf: of Mr. Vasudevan an devan’s brother as per Section
would be included in l?;;‘;‘?ﬁ\:;b!e in the hands of Mr. Vasu |
i ’s wife wou oL :
?l:i :;?;!l‘lf:); ;::?uut of cross transfers i.e., T 3 lakhs

s indirect transferors of the income 10 (s
Vasudevan and his brother are the ;‘l:d!,l -ﬁ?:m - 0 the;
isi oth Mr. Vasudev: oir burden of taxation.
R Is‘hmusz:‘)’s LB fixed deposit of ¥ 5 lakhs alope Woulq p.
respective spo _ ammed by his spouse on fixed de restinto criiy o
Sl e niete mcomt‘:‘; devan’s brother and not the rmu{iskI lixgq
L i CVi TS 118, .
: e hands of Mr. Vasu er is onlv to the extent of 5 Ia
:.indu‘sji?c:)ti; :&hlakhq since the cross transfer is only to the ex
epo iy

Quesﬁon 8

| isti ters and 2 sons. The annua| income o
ldren consisting 2 daugh 0
Mr. Sharma hESJO; BSS’ gnd < 4,500 and of sons were < 6,200 a(;l_d ?b I_ﬁt,SOSO,ercejgeg ive
gﬁugg:irgsh?:riho Has income of ¥ 4,500 was suffering from a disa y sp Undgr
e 1

"-T

-

’
L

section 80U.

Compute the amount of income eamed by minor children to be duhbb%d fm lftlatnis of.M;f
Sharma assuming he has exercised the option of shifting out of the efault ta : gﬁga
Provided u/s 115BAC(1 A). J
Answer 8
As per section 64(1A),
arising (o a minor child
Specified under section 80U would n
in the hands of the minor of
disability specifie unde

in computing the tota income of an individual, al]
shall be inclyc of a minor chjl
the income of the p
in this case,
should not e clut
1come of each minor ¢
PLto the extent

d be included iy (|

such income aceruing or
d suffering from disability
arent but would pe taxable
the income of daughter suffering from
bed with the Income of Mr. Sharma,
hild includible in the hands of the parent under sectjop
of the actua] income or ¥ 1,500, Whichever s lower. The
1e hands of the parent,

income carned by mipg, children ¢ be

led. However. meome
)t be included in
ild. Therefore.
I section 801
Under section 10(32), ir
64(1A) would be exem
remaining income oul

Computation of clubbed with
harma;
Sharm

the income of Mr.
-l

(i)

Particulars
Income of ope daughter

Less: Income CACMDL under section 10(32)
Total ()

(ii) Income of two S0ns (¥ 6,200 + 7 4,300)
exempt undey

(R 1,500+ 7 1,500
Total ()

Total Income tq be clubhe

Note: It has been assumed that:

(1) All the four child

(2) The income d
by them or 4
€Xperience:

Less: Income " Section 10(32)

d as per section 64(1A) (A+B)

TN are minor children:

O€S not acerye Or arise to
clivity in’u'olviug applicat

the minor chi
1on of their

Idren on aceoun of any g ual
3 i = Work 4
skill, talent or Specialized know; One
®dge ang




=y income of Mrs. Sharma, due to which the i C ! e, is g
= hands; and ue to which the income of the minor children would be inclu
(4) This is the first year in which clubbing provisions are attracted

Question 9 \»‘ gg)’

i = m

(3 The income of Mr. Sharma, before including the iior il G

During the previous year 2024-25, the following transactions occurred in respect of Mr. A

(a) Mr. A had a fixed deposit of T 5 00,000 in Bank of Indi i
. 1< 9,00, ndia. He instructed the bank to credit
the interest on the deposit @ 9% from 1-4-2024 to 31-3-2025 to the savingz t:g:'k

account of Mr. B, son of his brother, to help him in his education.

(b) Mr. A holds 75% profit share in a partnership firm. Mrs. A received a commission of ¥

25,000 from the firm for promoting the sales of
or professional qualification.
(c) Mr. A gifted a flat to Mrs. A on A
“Income from house property” (computed)
(d) Mr. A gifted ¥ 2.00,000 to his minor son who invested the same in a
derived income of ¥ 20,000 from the investment.
() Mr. A’s minor son derived an income of T 20,00
application of his skill and talent.

During the year, Mr. A got a monthly pension
received salary of ¥ 20,000 per month from a part time job.

cations of each transaction

was ¥ 52,000 from such flat.

Examine the tax impli
Mrs. A and their minor child assuming t

tax regime provided u/s 115BAC(1A).

Question 10
Mr. A has gifted a house property valued at ¥ 50 lakhs to his wife,

gifted the same to Mrs. C, their daughter-in-law. The house was

month throughout the year. Compute the total income of
be different if the said property was gifted to his son, husband of Mrs. C?

Answer 10
As per secl
property 10 his spouse, n
deemed to be the owner of't
Therefore, in this case, Mr. A
Mrs. B without consideration.
1)(vi), income arising 10 |
an individual otherwise than

ho transfers otherwise than

ion 27(i), an individual
fer in connection with an agree

ot being a (rans
he house property SO transferred.
would be the deemed owner of the house

wife
As per section 64(
indirectly, to her by
total income of such individ

he son’s wife from
for adequate conside
ual.

# 3.00,000, being the
r section 24@30% of T 3,00,000]
ng to Mis. G, bein
provisions of section
hands of Mrs. C.
ovisions under section

Income from let-out property i 4 2_](’).('}(10'“'0‘,
25,000 per month less 7 90,000, being deduction unde
In this case, Income of Z 2,10,000 from let-out property artst
would be included in the income of Mr. A, ﬁ|}]’l|}fll'lg{lh€
64(1)(vi). Such income would, therefore, not be taxable In the

. as giftec A’s son, the clubbing pr
In case the property Was gifted to Mr. . : g (
apply sinccpthé gon 1s not @ minor child. Therefore, the ncome of T2,10,0

property gifted to the son would be he hands of the son.

taxable in | _
It may be noted that the provisions (2)(x) would not be attracted In

of section 56

hey exercised the option of shifting out of the

the firm. Mrs. A possesses no technical

pril 1, 2024. During the previous year 2024- 25, Mrs. A's

business and he
0 through a business activity involving
of Z 10,000. He had no other income. Mrs. A &

and compute the total income of Mr. A,
default

[SM Q]

Mrs. B, who in turn has |
let out at ¥ 25,000 per |

Mr. A and Mrs. C. Will your answer T
[smaj =

for adequate consideration any house
ment to live apart, shall be

property transferred to his B8

assets transferred, directly or
ration would be included in the

actual rent calculated at z

g Mr, A's son’s wife,
27(i) and section

64 would not
00 from letting out of




Question 11 Qy

Question 12

(i) [Mrs.B's salary as fashion designer | | 76,000
(iii) | Minor son p (interest on fixeq deposits with a hank which were gifted to 10,000
him by his uncle)
(iv) [Minor daughter P's earnings from sports 95,000
(v) [D's winnings from lottery (gross) 1,95,000
E;a_-rh‘ine the tax implications in the hands ofM
Answer 12

Iy
ot o,

essee’s Total Income

SRT 1'.":"'" { Set o 10U ’I“JJL‘H- e E
er Persons included in 7 ,[- in each case was from g sy,
ClI relat : IR L rels
since the receipt F]f p! (;Eeprzperly would not be chargegpje
" hou

though the house property was receiveq

| erty,
ipient of house prop A
l"e(t:ilil*:lidua]. Therefore, thg stamp EIL:: JI!) e
:n ds of the recipient of immova
han ient 0
him without consideration.

. ear 2022. As on 1.4.2001
iness was started by Smt. Rani in the y
rietary busines - :
: p'm?in burginess was ¥ 3,00,000. her and such sum is Invested by Smt, R...
capita ifted 7 2.00.000 on 10.4.2023 to fits from her proprietary p,
Her husband gifted ¥ 2, m’e date. Smt. Rani earngd pro 2024-25 7 3,90.000. C
in her busmis}fseg?g;;gzi ¢ 1,50,000 and Financial year :
the Financia Zidl i

OMpute
be clubbed in the hands of Rani's husband for the Assessment year 2025—2&
income, to be clu

with reasons.

[SM q]

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

Particulars
() |Income from B' s profession

Ciubbing of income

[SMQ]

and other tay implicationg

AS per the Provisions of section 64(]

minor chijg shall be clubbed in the
the minor child to he clubbed_
Mr. B and Mrs. B subsist
Further,
or

A), in cage the Marriage of
hands of the paren Whose 1o
oblem, it

the parents
al inmm::.
as beepn

subsist. the
XCluding th
assumed

income ofa
€ income of
that the Marriage of

S Breater. In this ;
i

in case {he income

a5 2 result of any

eXperience of the child,

Tax implications

(i) Income of ¥ 4500
head “Profits and g

arises (o the minor child on
activity im'n]\-'iug
1en, the same she

aCCount of ay
dpplication of skil]
1l not pe clubbe

Y m
taleny

Mual work dope by the child
din the hands ¢

' SPecializeq knm\‘ledge or
' the Parent.
0 from M. B's Profession shall he

@Xable in the handg op
1 i E = € S OfF' N1+ o
AIns of businesg Or profession ot Mr. B under the
(ii) Salary of 7 26,000 (7 76,000 less Standard deduction unde

taxable g5 “Salaries” iy, the hand

§ of Mrs, B.
(iii) Income from fixed ¢

4 of ¥ 30,000) shal] pe
eposit of ¥ 10,000 ;u'ising (o the Mingy Son D, g 1al] e clubhq :
of the father Mr. B ag “Income fiom other Sourees”, gince Mr. B’g iNcome is gre.ﬂu. " Ih? hands
Of Mrs, B before including (he inconie of the minor chilq. " than fcome
AS per section 10(32), income of minor child Which is fncludiblc in the i, me of |
shal| be PXEMpL (o the extent of ¥ 1,500 per child, The balance income Would pe cl?lbb]e o
hands of e Parent as “Income from other Sources™, *in the
(iv) Income of¥ 95,00 arising to (he minor daughter p from g

of the parent; since such incom

Ports shal] noy be included in g
L
or daughter o account of , :Jl'_?v";is
Y
95,000 arising (o minor sop from

e has arisen |

Involving appli
(v) Income of ¥ |

) the min
cation of hey skill,




- .

L]

iR A af Other | , LS ST RN R

ces”, since Mr. Bs income is greater than
fmlnm" child. < ; = T .M ‘ l.h 2
T e

¢ incom
deducted at source from such lottery income while compu

B can reduce the tax

 Rayaan gifted ¥ 15 lakh | | )
© Sargam lent? 8,00,000 s ;gteedsa?;%m L P Gl
on which she received interest of ¥ 80,000. The s A el
: ,000. aid sum of ? 80,000 w

:}I}ares of a listed company on §th October, 2024, which were sold for 2 Sgsﬂéngeoimgag
arch, 2025. Securities transactions tax was paid on purchase and sale of such shares.
The. balance amount of gift was invested on 1st April 2024, as capital by Sargam in her new
business. She suffered loss of ¥ 52,000 in the business in Financial Year 2024-25. |

In whose hands the above income and loss shall be included in As

: e ab ' sessment Year 2025-26,
assuming that capital invested in the business was entirely out of the funds gifted by her
husband. Support your answer with brief reasons. [RTP M-20 Q.]

Answer 13
In computing the total income of any individual. there shall be included all such income as arises

directly or indirectly, to the spouse of such individual from assets transferred directly or indirectly, to
the spouse by such individual otherwise than for adequate consideration or in connection with an

agreement to live apart.

Interest on loan: Accordingly, ¥ 80,000, being the amount of interest on loan received by Mrs.

Sargam, wife of Mr.Rayaan, would be includible in the total income of Mr. Rayaan, since such loan

of the sum of money received by her as gift from her husband.

was given out
income includes loss. Thus, clubbing

Loss from business: As per Explanation 2 to section 64,
provisions would be attracted even if there is loss and not income.

Thus. the entire loss of ¥ 52,000 from the business carried on by Mrs. Sargam would also be
includible in the total income of Mr. Rayaan, since as on lst April 2024, the capital invested was

entirely out of the funds gifted by her husband.

tion of the transferred asset is not liable to be
hori-term capital gain of¥ 16,000 (T 96,000,
tion less T 80,000, being the cost ofacquisition) arising in the hands of Mrs.
income of 80,000 earned by her (from
in the hands of Mr.

Short-term capital gain: Income from the accre
included in the hands of the transferor and, therefore, s
being the sale consider:
Sargam from sale of shares a
the loan given out of the sul
Rayaan. Thus, such income is taxable in the

Question 14

Mr. Karan gifted a sum of ¥ 9 lakhs to his b
date, his brother gifted debentures worth T 10 lakhs to Mrs. Karan. Son of Mr. Karan's
brother invested the amount in fixed deposit with Canara Bank @ 9% p.a. interest and Mrs. §
Karan received interest of T 81,000 on these debentures during the previous year 2024-25.
Discuss the tax implications under the provisions of the Income- tax Act, 1961.

[RTP N-20]

cquired by investing the interest
n gifted by her hushand). would not be included
hands of Mrs. Sargam.

rother’'s minor son on 1-5-2024. On the same

9 lakhs to his brother’s minor son on 1.5.2024 and
7 10 lakhs to Mr. Karan’s wife on the same date.
9 lakhs in fixed deposit with Canara

Answer 14
In the given case, Mr.
simultaneously, his brothe
Mr. Karan's brother’s minor son
Bank. . |
These transfers are in the nature of Cross transfers. Accordmgl}-; the
transferred would be assessed in the hands of the deemed transferor because th

Karan gifted a sum of ¥
r gifted debentures worth
invested the gifted amount of ¥

income from the assets
e transfers are so

CA Bhanwar Borana




e S A LY
- SACELHIUIE aiiit i
nected to fojm'pﬂl't of a Siﬂgle 2a 5 3 <
intimately connec ¥ ise. tion in such
-~ intimately ¢ by being mutual or otherwise art of the same transac the imol
for the other inter-connected and are P a device to evade tax, the imp, icatj
g ansactions :?:OLS method was adopted as
e said that the circ
;ﬁsiﬂns would be attracted.

TS ible in the hands of the
! 1A), all income of a minor child ;;Srm,ﬂﬁ:rdfngly, e
Asrer sccllﬂgeﬁ('e in::ludfng minor’s income Is hjlg bf; 'includEd in the tata] incoma Of My
total income, : eposits wou _ proSr his e S
i br.OIhE; StSUM" ﬁg:";::idbfoﬁ]cr‘s total income is higher than his wife: fotal j
brother, assuming that Mr. K

"Mrs. Karan w be taxable in the handsg of
Interest on debentures arising in the hands of Mrs. Karan would be Mr
n -
as per section 64(1)(iv),

: “ are the indirect tran to 1ol
: s brother are the in . ’-hq--.l
s is because both Mr. Karan and his : _ W n of taxation. :
Th:ss::, ﬁ‘(}(‘::].‘n;r Son, respectively, with an intention to reduce their burden ¢ f taxation
spouse a , Ies b . ) ‘
A ds of Mr. Karan interest received by his spouse on debentures of?_ J lakhs alone WOuld_"'
o e t income on the debentures of ¥10 lakhs, since the crosg trangfar
included and not the entire interest Income on the dek i
only to the extent of 7 9 lakhs.
Hence, only proportional interest (i.e., 9/]0th of
includible ijp the hands of Mr. Karan.
The provisions
debentures tran

st incomg
Sectj”

Kargy
sferors of the Income

interest on debentures received)? 72,900 would be
of section 56(2)(x) are flot attracted in respect of sum of money tr.
sferred, since in both the cases, the transfer is

ansferred or Value of
from a relative,

€ previous year 202

4-25 are as under:
] OCcupied Property withoyt any Consideration to the HUF of
S a member. uring the Previous year 2024-25 the HUF '

¥ 50,000 from Such Property, Smeda .

(i) Mr. R transferreq ¥ 4,00,000 to his wif
: ; € Mrs. R on 01.04 2009
Which Was given as 5 loan by her tg Mr. Girish. Sh 5
he earlier Previous Years

. Girish. Durin the
11% per annum. g

o and 259, respec:tivefy in AMG Limited.
5 Mpany. Durin the i : :
salary of 7 3 20,0 9and 2,70 gog regpect‘ gama, year 2024
u Y shareg of RS y.




[ Wwould be inclu

| Capital Gains

s 1 his property to his HUF without
gL 23’?-’_’ of ¥ 00" from such property
led in the total income of Mr. R as per

section 64(2).

Income from equity shares transfe
R without consideration rred by Mrs. R to Mr.

Capital gains arising to Mr. R from transfer i

_ Mr. of equity shares
of RSB Ltd. gifted to him by Mrs. R would bec%ncﬁzded in
the hands of Mrs. R [¥ 5,20,000 x 5,000/8,000]

Capital gains arising to Mr. R from transfer of bonus shares
issued by RSB Ltd. on the basis of holding of the said equity
shares would be included in the income of Mr. R and not
Mrs. R, since income derived from accretion of the
ransferred asset cannot be clubbed with the income of
transferor of the original asset i.e., Mrs. R [T 5,20,000 x

3.000/8,000]3

1,95.000

II.

IV.

Income from Other Sources
Income from commission

Interest iIncome

Interest income on T 4 lakh transferred by Mr. R to Mrs.
R without consideration

Income of ¥ 44,000, ie., 11% of 24,00,000, being the
amount transferred by Mr. R to Mrs. R without any
consideration and loaned by her to Mr. Girish, would be
included in the income of Mr. R

11% of Z 3.50,000, being the
interest earned by Mrs. R out of amount gifted by Mr. R and
thereafter, given by her as loan to Mr. Girish, would be
included in the income of Mrs. R, as income derived by Mrs.
R from accretion of the amount gifted by Mr. R (i.e., interest
income) cannot be included in the income of Mr. R.

Total income [before considering adjustment on account of
item (iii) i.e., salary income from a company in which both
Mr. R and Mrs, R have substantial interest]

y in which both Mr. R and

Income of ¥ 38,500 ie.,

Salary income from a compan
Mrs. R have substantial interest

Mr. R and Mrs. R have substantial interest in
of holding equity shares carrying
20% or more of yoting power) and both are in receipt of
income by way of salary from AMG Ltd., such salary
income would be includible in the hands of that spouse,

Since both
AMG Ltd. (on account

400,000

44000

3,30,000

38,500

whose total income, pefore including such salary income,

- .

1 Assumed as computed figure.

"f-""- Bhanwar Borana

6,89,000

6,93,500




‘articulars

ishlghel'- Accordingl.ys e.al_ary co_me Yy L’II{]III{ ta;l.lltsi i | I.
-~ |Mrs. R would be included in the hands of Mrs. .

case, since her total income, before including such income, |
|is higher than that of Mr. R.

|Salary income of Mr. R = 7 3,20,000 — ¥ 50,000 (standard
|deduction)

Salary income of Mrs. R = ¥ 2,70,000 - T 50,000 (standard
deduction)

Gross Total Income

godown to his son, wit
from godown be charged?
Answer 16

Section 60 Cxpressly states that where there is transfer of Income from an asset w
asset itself, such income shall be included in the total income of
erived from the godown shall pe clubbed in the hands of M

- income d
-

ithout transfer of fhe
the transferor. Hence, the rental
r. Vatsan.
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Question 1

Mr. A, aged 3 i ;
r. A, aged 35 years, submits the following particulars pertaining o the A.Y.2025-26

.
-

e

—

Bank interest (FD) received

= Particulars TIRLON T TS
Income from salary (computed) e
Loss from let-out property ( 2,20,000
Business loss ())1 '00’000
80,000

section 115BAC(1A).
(i) He pays tax under the default tax regime.

Compute the total income of Mr. A for the A.Y.2025-26, assuming that
iy He has exercised the option of shifting out of the default tax regime provided under

Answer 1
r(_‘,_(Enputatinn of total income of Mr. A for the A.Y.2025-26 under normal provisions of the Act
Particulars Amount () | Amount @)
Income from salary 4,00,000
Less: Loss from house property of 7 2.20.000 to be restricted to < _
2 lakhs b) virtue of section T1(3A) () 2‘00,0[]0 2’00‘000
RN i A
Balance loss of T 20,000 from house property t0 be carried
forward to next assessment year
Incolnc from UThL'I‘ sources (in]crc;\il on f'l,\'f:(i Clepl]Sii \'l'ilh bi‘-nk) 800{]0
Less: Bllﬁillt.‘."i.‘\ loss 1)1‘2 I.[Hl,i'JU{} SL‘l—L)l.I‘lO the extent of ¥ 80,000
(-) 80,000 -
| N e
Business loss of ¥ 20,000 to be carried forward for set-off
against business income of the nex! assessment year
‘ slow 2,00,000
Gross total income [Se€ Note below] 2
. Nil
, under Chapter VI-A (U
2,00,000

Less: Deductior

Total income

war Borand



e, Set-Off and Carry Forward of sses
o lud sfmy income of ¥ 2,00,000 after arclljuls{::gg Lﬁ.gﬁ
include e :
house property. The balance loss of ¥ 20,000 fi rlcrn:J sllo;rs;pzn ;:of At
HSSGSSI!:WHI year for set-off against income from ho

. : i 51 Or ? 80|000 a
(i) Business loss of ¥ 1,00,000 is set off BpAinst Lankvinicres

Iy income,
A.Y.2025-26
ii Computation of total income of Mr. A for the
" under default tax regime
Amount (3) b=}
¥ Particulars )
Income from sy ary :
[ it with bank 80,000 .
Income from offyer sources (interest on fixed deposit with bank)
Less: Business Joss of X 1,00,000

set-off o the
extent of ¥ 80.000

(-) 80,000
L
Business Josg of ¥ 20,000 to be carried forw

ard
for set-

$S income of the next |
assessment year

off against busine

Gross tota] income/ Total Income

4,00,

Notes:

(1) Under the default 1y regime, loss from house Property cannot pe set off agajnsy Income under
any other heaq Therefore, (e loss of 2,20,000 from house Property to pe Carried forwarg to
NEXT assessmeny year for Se-off againgt icome from hoyge Property of that year,

(i) Business loss of 7 1,00,000 is Set off againg; bank interest of T 80,000 and remaining business

loss of ¥ 20 000 Will be carrieq forward s i cannot be set off againg ¢

Question 2

alary Income.
Mr.B, resident individual. furnishes t

he followin Particulars for the Py -25:
.__________g__%_xh € F.Y.2024 25;
h___ﬁﬁ_“_______________E%Kt!FPEIS
| Income from salary (computed)
Income from house Property

| Income from non-speculatiye business

| . "
\Income from Speculative business

!Shorl-term Capital logses

chargeable 1o tax for
under section 115BAC?
Answer 2

Total income of My, B for the

Particu!ars




| Bus ﬁgss'losé to be carried forward [Note (ii)] - - (22,000)]
speculative loss o be carried forward [Note (i)} 000)|
: Capital Gains aEaa
’ Long term capital gain taxable w/s 112 19 600.
~ |Short term capital loss ¥ 25,000 set off against long-term ca ital gains to L
the extent of T 19,000 [Note (iv)] : S (19,000)
Nil

Balance short term capital loss of ¥ 6,000 to be carried forward [Note

(iv)l
Taxable income 45,000

Notes:

(i) Since Mr. B is paying tax under the default tax regime w/s 115SBAC, loss from house property
cannot be set off against income under any other head. Hence, such loss has to be carried
forward to the next year for set-off against income from house property, if any.

(i) Business loss cannot be set-off against salary income. Therefore. loss of ¥ 22,000 from the non-
speculative business cannot be set off against the income from salaries. Hence, such loss has to
be carried forward to the next year for set-off against business profits, if any.

(iii) Loss of T 4,000 from the speculative business can be set off only against the income from the
speculative business. Hence. such loss has to be carried forward.

(iv) Short term capital loss can be set off against both short term capital gain and long-term capital
gain. Therefore, short term capital loss of X 75.000 can be set-off against long-term capital gains
to the extent of T 19,000. The balance short term capital loss of ¥ 6,000 cannot be set-off against
any other income and has to be carried forward to the next year for set-off against capital gains,

if any.
Question 3
During the P.Y. 2024-25, Mr. C has the following income and the brought forward losses:
Particulars ¢ N
Short term capital gains on sale of shares 1,50,000 §
Long term capital loss of A.Y.2023-24 (96,000)
(37,000) | |

Short term capital loss of A.Y.2024-25

Long term capital gain u/s 112 75,000
nds of Mr. C for the A.Y.2025-267 [SMQ.]

What is the capital gain taxable in the ha

Answer 3
Taxable capital gains of Mr. C for the A.Y. 2025-26
) K - Particulars t_‘ :
Short term capital gains on sale of shares 1,50,000
Less: Brought forward short term capital loss of the
AY.2024-25 (37,000  1,13.000]

war Borana



1:Agregaton o o, SeOff and Gy Forward of Lossas

= —= [

PR Particulars w9

Long term capital gain

Less: Brought forward long-term capital loss of A.Y.2023-24

%96,000 set off to the extent of 7 75,000
|See Note below]

Taxable short-term capital gains

L3,

ce, the unad'_-;-;'
) can be carrigg forwade

Note: Long-term capital loss cannot be
long-term capital loss of
the next year o be set

Question 4

set off against short-term capital gain, Hen
A.Y.2023-24 of T 21,000 (i, 7 96,000 - ¥ 75,000
-off against long-term capital gains of that year,

Mr. D has the following income for the P.Y.2024-25:

Particulars

Income from the activity of owning and maintaining the race horses

75,000
Income from textile business 85,000
Brought forward textile business loss (relating to A.Y. 2024-25) 50,000
Brought forward loss from the activity of Owning and maintaining the race| 96,000
|horses (relating to A,Y.2022-23)
What is the total income in the hands of Mr. D_f;r_
Answer 4

the ALY, 2025-267

Total income of Mr. D for the A.Y, 2025-26
T e

Particulars

Income from the activity of ow ning and maintaining raee horses
Less: Brought forw

ard loss of # 96.,00(
and maint

) from {
aining race horses sel-of

he activity of

2 OWning
F'10 the extent of 7 75,000

Balance Joss of ¥ 21,000 (7 96,000 - F 75,000) from the
owning and maintaining r.

activity of
ace horses to be carried [
A.Y.2026-27

orward to

Income from textile business

Less: Brought forward business loss from textile business.

Total income

Note: Loss from the activity of owning and maintaining race horses cannot be get.
other source/head of income,

Question 5

(e ———




e g T m— .
- e R

hed his detals for the A Y.2025-26 as under;

articulars

‘ )come from salaries (computed)
Income from speculation business
{.‘ Loss from non-speculation business i (4*{)000)l |
Short term capital gain 80,000|
Long term capital loss of A.Y.2023-24 (30,000)
Winning from lotteries (Gross) 20,000
What is the taxable income of Mr. E for the A.Y.2025-267 [sMaQ]
Answer 5

Computation of taxable income of Mr. E for the A.Y.2025-26

Particulars o _f_ __m j E
Income from salaries 1,50,000
Income from speculation business 60,000
Less : Loss from non-speculation business (40,000) 20,000
Short-term capital gain £0,000
Winnings from lotteries 20,000
Taxable income 2,70,000

Note: Long term capital loss can be set off only against long term capital gain. Therefore, long term
capital loss of ¥ 30,000 has to be carried forward to the

Question 6
Compute the gross total income of Mr. F for the A.Y. 2025-26 from the information given
below — [sMmQ]
,7 Particulars z
;Income from house property (computed) 1,25,000
Income from business (before providing for depreciation) 1,35,000
Short term capital gains on sale of unlisted shares 56,000

|
|I Long term capital l0ss from sale of property (brought forward from A.Y. 2024-|  (90,000)
[25)

Income from tea growing & manufacturing business 1,20,000

Dividends from Indian companies carrying on agricultural operations (Gross) 80,000

Curreft year depreciation 26,000

Brought forward business loss (loss incurred six years ago) (45,000)
A A




Income from hause prupcrty (Compulcd)
Income from business

1,35,000

Profits before depreciation s
Less: Current year depreciation e
Less: Brought forward business loss ’
64,000
is business i 48,000
Income from tea business (40% is business income)

Capital gains

Short term capital gains

Income from Other Sources

Dividend income (taxable in the hands of sharcholders)
Gross Total Income

Note:

(1) Dividend from Indian companies is fully taxable in the hands of shareholders at normal rates of
tax.

(2) 60% of the income from tea business is

treated as agricultural income and therefore, exempt from
tax;

(3) Long-term capital loss can be set-off only against Io ng-term capital gains. Therefore, long-term
capital loss of T 90,000 brought forward from A.Y 2024-2 > cannot be set-off in the A.Y.2025- 26,

since there is no long- term capital gains in that year, It 0as to be carried forward for set-off
against long-term capital gains, 1I.m\ during A.Y.2026-27

Question 7 y

Particulars ~——— ————
Income from salary (computed) i
Income from sugar business | 50,000
Loss from iron ore business b/f (discontinued in RY, 2019«20) | ()1 20:000
Short term capital loss (-)‘60. 000
Long term capital gain 40,000
Dividend 5000
Income received from lottery winning (Gross) 50,000
Winnings from card games (Gross) 6: 000
Agricultural income ol 20,000
Short-term capital loss under section 111A () 10,000
Bank interest on Fixed deposit

5,000




. i g % FF LY on
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 the option of shifting out of the default tax regime provided

| Short term capital gain 1,40,000
Loss from speculative business (60‘000)
Long term capital gain on sale of land 30,000
Long term capital loss on sale of unlisted shares (1,00,000)
Income from business of textile (after allowing current year depreciation) 50,000
Income from activity of owning and maintaining race horses 15,000
Income from salary (computed) 1,00,000
Loss from house property (40,000)

Following are the brought forward losses:

(i) Losses from activity of owning and maintaining race horses-pertaining to A.Y.2022-23 T =
25,000.

(i) Brought forward loss from business of textile ¥ 60,000 - Loss pertains to A.Y. 2017-18.

Compute gross total income of Mr. Batra for the AY 2025-26, assuming that he has |

exercised the option of shifting out of the default tax regime provided u/s 115BAC(1A). Also & ' y
determine the losses eligible for carry forward to the AY 2026-27. [sMQ]

Question 9
Mr. A furnishes you the following information for the year ended 31.03.2025:

®)
(i) |Income from plying of vehicles (computed as per books) 3,20,000 3
(He owned 5 light goods vehicle throughout the year) I
(ii) |Income from retail trade of garments 7,50,000 v

(Computed as per books) (Sales turnover ¥ 1,35,70,000)

Mr. A had declared income on presumptive basis under section 44AD for
the first time in A.Y. 2024-25. Assume 10% of the turnover during the
previous year 2024-25 was received in cash and balance through A/c
payee cheque and all the payments in respect of expenditure were also
made through Alc payee cheque or debit card.

(iii) | He has brought forward depreciation relating to A.Y. 2023-24 1,00,000] | =

Compute taxable income of Mr. A and his tax liability for the assessment year 2025-26 with S
reasons for your computation, assuming he has exercised the option of shifting out of the ==
default tax regime provided u/s 115BAC(1A). [sMal]
Answer 9
Computation of total income and tax liability of Mr. A for the A.Y. 2025-26

! B Particulars X
In

come from retail trade — as per books (See Note 1 below) 7.50,000

CA Bhanwar Borana
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low
Income from plying of vehicles — as per books (See Note 2 belo )

Less : Set off of b/f depreciation relating to A.Y. 2023-24
Total income

Tax liability _

Add: Health and Education cess @4%

| Total tax liability

Note;

L. Income from retail trade: Presumptive business Income under s
' 8% of T 13,57,000. being 10% of the turnover received in cash an

the amount of sales turnover received through A/c
as per books is ¥ 7,50,000 which is to be
depreciation of 7 1,00,000. Since the |
deemed under section 44AD., the assessee can adopt the income
However, if he does not opt for pr
of accounts audited under section 44AB, since
of ¥ 10 crore would not
his case would be |
be noted that he
44AD this year,
<. Income from Plying of light goods ve
27,500 x 12 & S which is cqual to ¥ 4.50.000. However, the j

| per books is 7 3.20,000. which is |c
| PEr section 44AE(1), He
provided he maint
furnishes

available, since more than 5% of i
alling under section 44AD(4) and hence tax
C4INOt opt for section 444 D for next fiy

Wer than the Presumptive i
nce, the assegsee can
ains books of
an audit repory

ther noted that

account as pey Section 44AA 5
a5 required under section 44AR
in both the above cases. had
inder sectiong 30 lo 38, inc]ndm;
Cttoand no further ded,
€ Opted for income

Itis to be fur

all deductions ¢
given full effe
If the assesse
as under:

depreciation would
iction unde those seeyi
to be aAssesge

I’:lrticu[ars

Income from retail

trade under ¢
1,22,13.,000 6%]

ection 44Ap [¥ 13,57.000 @

Income from plying of light goods vehicles undey Section 44

Less: Set off of brought forw ard depreciation Not possible a5
itis deemeq that it has been allowed and set off

Total income

Tax thereon

Add ; Health and Educatiop Cess (4o,

Total tay liability

Total tax liability (roundeq off)

hicles: Income calculated

payee cheque. However. the inco
further reduced by the
Income computed as per books js lower thap

as p

esumptive taxation under section 44AD), he has to
his turnover exceeds
1€ [Umover is recejved
audit is mandato
ve A.Ys, if |

under seetion 44AE(1)

ncome from plying of vehicles g

icome of 7 —1.5”.[)“{] calc
adopt the income a

nd g

resumptive incor

hay
1ld b

8%

AE 7,500y ¢

ection 44AD js T8

}41,340;
d 6% of ¥ 1.22,]3,0{](},-
Me compy s
mount of ypqp l!tq

the inggp,
er books, cm '
£t his hogpe.
¥ 1 crore (the enhanceg limiy

in cash) Alsg,
ry. It May fiirthe
1¢ does not opt for Sectigy

would pe

ulated a
S per books e 3,20,000,

ets his accounts audited and

1€ provisions heep opted,
€ beep deemed tq have been
e ;Hhm'z!hle.

al income Would he

o plus ¥

3.\5]
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Question 11

IR . - "
a furnishes the following details for the year ended
Loss from speculative business A
Income from speculative business B
Loss from specified business covered under section 35AD 20,000

Income fro )00
m salary (computed) 3,00,000

Loss from let out house property 2,50,000
Income from trading business 4‘5’,00’0.
Long-term capital gain from sale of urban land 2,00,000
Long-term capital loss on sale of shares (STT not paid) X >a)zxna). 75,000

1,02,000

Long-teqn capital loss on sale of listed shares in recognized stock exchange
(STT paid at the time of acquisition and sale of shares) '

Following are the brought forward losses:
(1) Losses from owning and maintaining of race horses
(2) Brought forward loss from trading business Z 5,000 relating to A.Y.2020-21.

Compute the total income of Mr. Aditya and show the items eligible for carry forward,
assuming that he has exercise he default tax regime provided

pertaining to A.Y. 2023-24 % 2,000.

d the option of shifting out of t
[SM Q]

uls 115BAC(1A).
Mr. Garg, a resident individual, furnishes the following particulars of his income and other
details for the previous year 2024-25.
Particulars e Ao .
__(1) Income from Salary (computed) 15,000
(2) |Income from business 66,000
(3) |Longterm capital gain on sale of land 10,800
(4) |Losson maintenance of race horses 15,000
(5) |Loss from gamblng 9,100
ciation and brought forward losses pertaining 10

The other details of unabsorbed depre

Assessment Year 2024-25 are ?EIOHOWSI
Particulars i .
(1) Unabsorbed depreciation ;:12 ggg
(2) |Loss from Speculative business 9.800 5,
3) |Short term capital loss ,
= ome of Mr. Garg for the Assessment Year 2025-26 z[ag& tgi .

Answer 11
Total Income of Mr. Garg

Gross total inc

e |
Compute the
that can

amount of loss, if any be carried forward or not.

for the A.Y. 2025-26

Computation of Gross

CA Bhanwar Borana
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i lary
(i) Income from sa
(i) Profits and gains of business or profession

- 2024-25
Less; Unabsorbed depreciation brought forward from A.Y

(Unabsorbed de
than “salary”)

(iii) Capital gains

' ' er
preciation can be set-off against any head of income oth

Long-term capital gain on sale of land
Less: Brought forw

ard short-term capital loss
[Short-term capital loss ¢

and long-term capital gaj
Gross Total Income

an be set-off against both short-

term capital gains
58S per section 74(1)]

Amount of loss to be carried forward 0 A.Y.2026-27
—_—
Particulars
.__'_'_‘—-—-___
(1)

Loss from Specul

$S |to be ¢
[Loss from 4 Speculative husipess can

dnother Speculative business. Since
in the Current year.
from A.Y 2024-25 h

ative busine arried forward ¢ Per section 73]
be set off only 4gainst income f

ne from Speculative
22,000 broug

ht forward
d forward o Ay 202627 for set-off
N€ of that year € noted that
* Carried for ard for 4 Maximum of four
» L€, upto .‘\.Y.JUEN-TH

22,009
there is 1o INcor
business the eng

Ire loss of ¥ 2
45 10 be cqr

It may

Loss on Maintenapee of race horses [to be Carrieqd f"urnard
Section T4A)

48 per 5

15,000
1 74A(3). the |

0ss inrurn.-d in the
€€ horses in an

Y asses sinent Yye

actiy
g 12 4r' Cannot pe se
3 Ce other than the . ity of OWnine
dce horgeg 111085 cap be carried « :
four Assessmeny i

iTied itlﬂ\'all’i_l for 4
TS Le, upto f'\.Y.lﬂE“J-ﬁ[lf
(3) | Logs from g

mbling Can neithey be set-off
Question 12%72%




[Loss from card games X 6:NoRE-
iIncome from betting (Gross) % 000

| -_ ifa ¥ f N -|.'.‘ ¥, i
y _l_,Ltfe. Insurance Premium paid (10% of the capital sum assured) | 45000

‘Compute the total income and show the it ible | =

(e ) : =4 ems eligible for carry forward, assuming that he

has exercised the option of shifting out of the default tax regime provided uls*1—15,Bﬁ?C'(-1 A). ’
[sMQJ

Question 13
gr. Raj_at submits the following information for the financial year ending 31st March, 2025.
e decides to pay tax under the default tax regime u/s 115BAC. He desires that you should:
(@) Compute the total income; and
(_b) Ascgrtain the amount of losses that can be carried forward.

Particulars _ i . | .'r, . mi ﬁ

=

(i) He has two let out house property:

(a) House No. | — Income after all statutory deductions 72,000
(b) House No. Il — Current year loss (30,000)
(i) He has three proprietary businesses:
(a) Textile Business:
(i) Discontinued from 31st October, 2024 — Current year loss 40,000
95,000

(if) Brought forward business loss of A.Y.2020-21

(b) Chemical Business:
(i) Discontinued from 1st March, 2022 — hence no profit/loss Nil

(i) Bad debts allowed in earlier years recovered during this year 35,000

(iii) Brought forward business loss of A.Y. 2021-22 50,000
(c) Leather Business: Profit for the current year 1,00,000] |
(d) Share of profit in a firm in which he is partner since 2010 16,550
(iii) (@) Short-term capital gain 60,000
35,000

(b) Long-term capital loss
(iv) Contribution to LIC towards premium

10,000 |

Answer 13
Computation of total income of Mr. Rajat for the A.Y. 2025-26
Particulars T
1. Income from house property
House No.] 72.000
House No.2 (-) 30,000
2. Profits and gains of business or profession
Profit from leather business 1,00,000
Bad debts recovered taxable under section 41(4) 35,000
1,35,000
Less: Current year loss of textile business (-) 40,000
95,000
R ambio

CA Bhanwar Borana
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3. Capital Gains W
| Short-term capital gain o
| Gross Total Income
. Less: Deduction under Chapter VI-A

- |Under section 80C ~ LIC premium paid (not available since he is
: paymg tax under the default tax regime)

| Total Income

Statement of losses to be carried forward to A.Y. 2026-27

! : e | Phrticulars G IR _f? 'u,L
Brought forward chemical business loss of A.Y. 202122 o be carried forward u/s 72 50,00 I.l '
Long term capital loss of A.Y. 2025-26 to be carried forward w/s 74 35;_:'
Notes: = |
* (1) Share of profit from firm of % 16,550 is exempt under section 10(2A). .

(2) Long-term capital loss cannot be set-off ag
carried forward to the next year to be set- of

Question 14

Ms. Geeta, a resident individual,
year ended 31.3.2025:

(i) Salary received as a
to the firm.

(ii) Loss on sale of shares listed in BSE ¥ 3,00,000. Shares were held for 15 months and f
STT paid on sale and acquisition.

ainst short-term capital gains. Therefore, it hag to be
Fagainst long-term capital gains of that year, i

provides the following details of her income/losses for the

partner from a partnership firm ¥ 7,50,000. The same was allowed

(iif) Long-term capital gain on sale of land ¥ 5,00,000.
(iv) X 51,000 received in cash from friends in party.
(

V) ¥ 55,000, received towards dividend on listed equity shares of domestic companies.
(vi) Brought forward business loss of assessment year 2023-24 ¥ 12,50.000.

Compute gross total income of Ms. Geeta for the Assessment Year 2025-26 and ascertain
the amount of loss that can be carried forward.

[SMQ)]
Answer 14

Computation of Gross Total Income of Ms. Geeta for the Assessment
Year 2025-26

Particulars \[ﬂ
B ——
Profits and gains of business and profession

Salary received as a partner from a partnership firm is taxable under the head “Profits

st 7,50,000
and gains of business and profession
Less: B/f business loss of A.Y. 2023-24 ¥ 12,50,000 to be set-off to the extent of ¥ 750,000
7,50,000
_.-_‘_-'_'_'———..__—
Nil
* -_--‘_-'-'_'—-—-_,
(Balance b/f business loss of ¥ 5,00,000 can be carried forward to the next year)
Capital Gains




-
-

P ) -
T e
e

o Al T

e
| Income from other sources

sl G“h glﬂ received from friends - since the value of
|cash gift exceeds ¥ 50,000, the entire sum is taxabie

Dividend received from a domestic company is fully
taxable in the hands of shareholders
Gross Total Income

- J
- et o
e i

¥l ‘“c-.'[ :

00/ 1,06,000

~3,06,000

Notes:

1. Balance brought forward business loss of assessment year 2023

forward to the next year.

2. Long-term capital loss on sale of shares on which
can be set-off against long-term capital gain on sa
of shares (STT paid) is taxable under section 112A.
capital gain on sale of land as per section 70(3).

Question 15 Q‘g’(@\/

Mr. P, a resident in
details for the previous year 2024-25:

dividual, furnishes the following particulars 0

-24 of 7 5,00,000 has to be carried

STT is paid at the time of acquisition and sale
le of land since long-term capital gain on sale
Therefore, it can be set-off against long-term

f his income and other

Particulars

SI. No.

Income from salary (computed)

)
ii) Net annual value of house property

Income from business

(iii)

(iv) Income from speculative business

(V) Long term capital gain on sale of land
(vi) |Losson maintenance of race horse
(vii) |Losson gambling of

Depreciation allowable under the Income-tax Act, 1961,

treatment is given above.
The other details of unabsorbed depreciation and brought forward losses (pertaining to AY.
2024-25) are: o |
=SE S B ]
Sl. No. particulars |y
jafi 9,000
(i) Unabsorbed depreciation |
(ii) Loss from speculative business 16,000
i 7,800
(i) Short term capital 108 |
t
Compute the gross total income pf Mr. P for the Assessment year 2025-26, and the E‘amMOUQrT]
of loss that can or cannot be carried forward.

Question 16

comes to

70,000
80,000

12,000
15,800
9,000
8,000

e

Z 8,000, for which no




dareqatio

rry Forward of Los

.'.ﬂ i
e e

- mt tla i.n me of er. Mathur for the AY 2025-26 from the fo[lowjn .
0

' has exerciseq the opfig
i -25. Assuming that he Plion
ished by him for the FY 2024| Al
f;lur{]i)sfhtie difault tax regime provided u/s 115BAC(1A) . _
Particulars

Salary income (computed)
Loss from self-occupied house property
Loss from let out house property

Loss from speculation business-X

Profit from speculation business-Y
Income from trading ang Manufacturing business @ 89

Interest on PPE deposit 95,009
Long term Capital gain on sale of Vacant site (Computed) { 2,10,0[]0
Short term Capital loss on sale of Jewellery 1,50‘000
Investment in tax saver deposit on 31-03-2025 ’ 60,009
Brought forward |oss of business of assessment year 2019-20 5,50,{]01]
Donation to d charitable trust recognized under Section 12AA and 1,10,000
approved under Section 80G Paid by cheque |

Enhanceq Compensation réceived from government for CoOmpulsory | 3,00,000
| 8Cquisition of land (held for a periog of 5 years) in the year 2009 [

_%_%___“_________________ bl C] . l
Answer 16
('umpututiun of total income of Mr. Mathyr for _-51.‘1'.2(125~26

E——mﬁ_ﬁ%_%%__ﬂ___ﬁ__%___ﬂ__ T SR

Particulars

oy g _-—____—_‘_—_—_——‘_——H_‘_—"“—

Salaries 4,70,000
Profits anqg gains from business o Profession

Profit from Speculatiop

|
business Y ’

of T80.000 fro
profit from Speculation

J 40,000 ||
Less: Iosg m Specyl
business y ¢

ation busjpe against | (40,000 (

ss X Set-off
) the extent

of such profit

Q

Loss of 7 40,000 from Speculation business X be carrieq forwarg ¢, |
AY. 2026-27 for Sel-off against profits from Speculation business.
Income from trading apq munufacturing business @8%,

Less: Brought fory $S loss of Ay 2

ard busine
period of eight

3.50.0{)0
d5sessment

01920 set-ofT Since 3

(3.5[],{)(!(1} :
years has not eXpired, Nil
Balance o 0% 2,00,000 1o be carried forward o AY. 2026.27

Capital Gaing

Enhanced Compensatjon received from BOvernment for compulsory 3,00,000

acquisition [Taxable ip P.Y. 2024-25 since enhanced Compensation is

taxable op receipt basis]

Long term capital gain on sale of vacant sj(e 2,10,000

CA Bhan’“"ﬂf‘ Bop o
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LB“LOSS from ho_use property can be set-off to the extent of ¥

_2,00.9(]_0 as per section 71(3A) [since long-term capital gains would|
be ghargeable to tax @20%, it would be beneficial to set-off the loss
fron} house property against LTCG]. Balance loss of ¥ 60,000 to be
carried forward to A.Y. 2026-27. | (2,00,000)|  1,60,000

Income from Other Sources
Interest on PPF deposit 95,000

Less: Exempt under section 10(11) (95,000) Nil
Gross Total Income 6,30,000

Less: Deduction under Chapter VI-A

Deduction under section 80C

Investment in tax saver deposit on 31.3.2025 60,000

Deduction under section 80G

Donation to recognized and approved charitable trust [Donation of T 20.500 80,500

1,10,000 to be first restricted to Z 41,000, being 10% of adjusted total
income of ¥ 4,10,000 i.e., [ 6,30,000 - 1.60,000 — T 60,000].
Thereafter, deduction would be computed at 50% of X 41 ,000.

5,49,500

1 Total Income

Question 17

Mr. Krishan, residing in Indore, provides the following information for the financial year &

2024-25:

=

Particulars is

Income from textile business 4,60,000| ==
Income from speculation business 25,000( =
Loss from gambling 12,000
Loss on maintenance of race horse 15,000| |
Current year depreciation of textile business not adjusted in the income given 5,000
above.

Unabsorbed depreciation of assessment year 2023-24 10,000
Speculation business loss of assessment year 2024-25 30,000

Compute the Gross Total Income of Mr. Krishan for the Assessment year 2025-26 and a_lso
h losses can be carried

tate the losses eligible for car forward and period upto which suc
?o?::wg? g ! i [RTP N-20 Q/]

Answer 17
Computation of Gross Total Income of Mr. Krishan for A.Y.2025-26

” A
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Question 18

Profits and gains of business or profession

Income from Textile business

ion 32(
Less: Current year depreciation allowable under section 3 (1)

Income from Speculation business
Current year ine

AY. 202425 Set-off as pey
Provisions of section 73(2)

Speculation business Jogs 10 be carried forward
Gross Totg) Income

Losses eligible for carry fory
Particulyy

(1) |Loss from Speculat

on business {0 be

Carried forward as
Loss from Spec

per
ulation business ¢ap be set off only againg
Speculation business, The CMaining o from
Carried forwarg for 3 maximum —of four
Sceeeding fhe asse

SSment year f,

a5Sessmen
tried fopwar

such Jogg ¢an be ¢y
— |
(2) i Enance o
Loss o mainien

Nance I

* CarTied forwarg
L
activity of OWnin

d as
n be scE-uH‘unI}f agaj

gan e lorses. gy loss ¢g

A8ESSment yanr -

0

——

(3) Loss from ¢

‘_-_'_"-—____‘_ b

S. Aartj, 5 Tesident ind[vidu
the year €nded g, 31st M
S. No,

1
2,
3.
4
5

e __‘_'_‘—l—-—.___

-24
Less: Unabsorbed depreciation brought forward from A.Y.2023-24 g
per section 32(2)

ome from speculation business
Less; Speculation business 1ogs for

ard to A.Y.2ﬂ26-2?

Peculation by

: loss was first com
ard upyq s%.\',EUJS-E‘)

Y Succeeding the
15, 5

4.55,000
10,000

the

Se€ction 73

income from another
Ness can pe

5 immediate]

Puted. Thys

50

Per Sectiop ?4.4[3)
08t income from the

n be Carried forwarq




| (b) Unabsorbed depreciation of earlier year |
L (c) Brought forward loss of textile business of the A.Y. 2022:25 " al
6 Long-term capital gain on sale of debentures (unlisted) P
7. |Long-term capital loss on sale of equity shares (STT not paid)

. 8. L;Jng-terrn capital gain on sale of equity shares listed in recognized
s Iock exchange (STT paid at the time of acquisition and sale) :
9. Dividend from units of UTI

10. Repaymepl towards housing loan taken from a scheduled bank.
Out of this T 3,28,000 was towards payment of interest and rest

towards principal.

Compute the Gross Total Income of Ms. Aarti a
carried forward. Ms. Aarti has always filed her return within the due date specified under

se_cl‘gon 139(1) of the Income-tax Act, 1961. Assuming that she has exercised the option of
shifting out of the default tax regime provided u/s 115BAC(1A).

=1l
L4 i T

2,50,000

1,15,000
4,85,000

nd ascertain the amount of loss that can be

Answer 18
gross total income of Ms. Aarti for the A.Y.2025-26

Computation of
Particulars T 7 . Q* 7
Salary Income (computed} 8.20,000
Less: As per section 71(3A), loss from house property of 2.44,000 can
be set-off, to the extent ofincome from House Property 2.00,000 6.,20,000
Net Annual Value of House Property 1,20,000
Less: Deduction uw/s 24
(a) 30% of NAV 36,000
(b) Interest on housing loan 3,28,000 3,64,000
Loss from house property (2,44,000)
Less: Loss eligible for set-off against salary income restricted to 2,00,000
Loss to be carried forward to A.Y. 2026-27 for set-off against income :
from house property. if any, in that year. (44,000)
Profits and gains of business or profession
Share of profit from firm [Exempt w/s 10(2A)] s
Loss from specified business w/s 35AD % 67,000 [can be set-off only -
against income from any specified business. Hence, it has o be carried
forward to A.Y.2026-27]
[ncome from textile business 3,30,000
5o 53,000
[ess; Current year depreciation
2,77,000
: : S 90,000
Less: Brought forward 1088 of textile business L,
87,000
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Inst 870
ion to the extent of¥ 87,000 aga 87,
~ |Less: Set-off of unabsorbed depreciation (o the 3
business income — i
|
Capital Gains |
! - aid 2,50,000|
Long-term capital gains on sale of listed ¢quity shares (STT paid) i 000
- set-off 98,000
Less: Balance unabsorbed depreciation of 2 98,000 set ’
' 4 " | 5 I i 1:‘-
Long-term capital gains on sale of listed equity shares [Tax is payable u/ 52,000 I
H2A @ 10% on the amount exceeding? 1,00,000]
: : 1,50,
Long-term capital gains on sale of debentures 000
Less: Set-off of Long-term capital loss on sale of cqgity shares (STT not 1,50,000
paid) [Since long-term capital gain on sale of unlisted debentures are
taxable @20% and long-term term capital gain on sale of Ilslc_d shares in
excess of¥1,00,000 taxable @10%, it is beneficial to set-off long-term
capital loss against 1 TCG on sale of debentures] ’ ‘
ll
Income from Other Sources | :
I |
Dividend from units of UT] [Taxable in the hands of the unitholders] ( L1sopl
| 1%
Gross Tota) Income 887,000 '|
h-____——_‘_——-\______‘—-—\_———— — — — — I
Losses to be carried forward o A.Y.2026-27
(1) iLﬂssf:s from specified business (€an be carried forward mdcﬁnércly
’againsl income from any specified business)
(i) |Loss from house Property [can be camed forward UPLo 3 successjve assessment |
years for wt-uﬂ_‘nguinxl income from house Property]
Question 19

Particulars

Loss from Speculative business MNO

Income from SPeculative business BpQ

ed business ¢co
Income from salary (

|Loss from specif vered under section 35AD
computed)
Loss from house property

Income from rading business

'Long-term Capital gain from sale of urban land
Long-term capital loss on sale of e

Quity shares (STT not paid)
|Long-term capital loss on sale o

f listed equity shares in

recognized stock
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Answer 19

[
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CA Bhanwar Borana

Following are the brought forward losses: oy

B ! 1
s Lo T =

ifincom

exchange (STT paid at the time of acquisition and sale of shares) .,'.l' ]=" ‘
| Short-term capital loss under section 111A el |

(1) Brought forward loss from speculative business MNO ¥ 18,000 relating to AY. 202122,
(2) Brought forward loss from trading business of 2 12,000 relating to A.Y. 2019-20
(3) Unabsorbed depreciation ¥ 1,00,000 relating to A.Y. 2024-25

Assume Mr. Farhan has furnished his return of income on or before the due date specified
under section 139(1) in all the above previous years. [MTP Q]

Computation of Gross total income of Mr. Farhan for th

=
i |

Particulars o =

Salaries

4,18,000

Income from Salary

Less: Loss from house property set-off against salary (2,00,000) 2,18,000

[As per section 71(3A), loss from house property to the extent of T
2.00.000 can be set-off against any other head of income.]

Profits and gains of business or profession

Income from trading business 2,80,000
Less: Brought forward loss from trading business of A.Y. 2019-20 can
be set off against current year income from trading business as per
section 72(1), since the eight-year time limit as specified under section
72(3), within which set-off is permitted, has not expired.
(12,000)

(1,00,000) 1,68,000

Less: Unabsorbed depreciation

Income from speculative business BPO 25,000
Less: Loss from speculative business MNO set-off as per section 73(1) (12.000)
Loss from speculative business MNO brought forward from A.Y.
2021-22 as per section 73(2), can be set off to the extent of T 13,000. (13,000) . =
Ralance loss will be lapsed, since four years his expired
Capital Gains
Long term capital gain on sale of urban land 2,05.000
al loss on sale of shares (STT not paid) set- off (85.000)

Less: Long term capit
as per section 71(3)

Less: Long-term capital loss on sale of listed equity sh.:u‘cs on which

STT is paid can also be set-off as per section 71(3), since long-term
1l arisi “such shares 18 . under section 112A

capital arising on sale of such shares 1S taxable und (1,10,000)

(10,000) f

r section 71(2)

Less: Short-term capital 10sS under section 111A as pe




! = __i
g
v AT

Items cligible for carried forward o A.Y.2026-27

Loss from house property |

As per section 71B, balance loss not set-off can be carried forward to the next year

ied forward|
for set-ofY against income from house property of that year. It can bfhc:rcr;gg A
& maximum of eight assessment years i.e., upto A.Y. 2033-34, in thi -

Loss from specified business under section 35A _ : 43,
Loss from specified business under section 35AD can be set-off only against profits
of any other specified business. If lo

55 cannot be so set-off, the same has to be carried
forward to the subsequent year for s

sel off against income from specified _I.':usine:fs,]if |
any, in that year. As per section 73A(2), such loss can be carried forward indefinitely
for set-ofT against profits of any specified business .

]
Short-term capital loss under seetion 1A

Short-term capital loss under section 11]A can be set-off against long term or short
term capital gains, If it can

not be so set-off. it has o be carried forward to the next
year for set-off against capital gains, if a
4 maximum of ¢

ny, in that year. It can be carried forward for
ight assessment years, ie., upto A.Y.2033-34, in this case, as
specified under section 74(1)

TGS

f Mr. Praveen (aged 48), 3

"

Question 20

Compute the total income o

resident Indian, from the followi
information relating to the financial year ended 31.3.202

S. Also, show the items eligible for
carry forwargd, Assuming that he has exercised the option of shifting out of the default tax
regime provided u’s 1 15BAC(1A).

[MTP Q]
Particulars

Income from saiaries-('w'-'._-lfw;

| 220,000
Loss from house Property

Loss from toy business

( 2,50,000
| 1,30,000
Income from Speculation business 40,000
Loss from Specified businegs Covered by Section 35AD 20.000
Long-term Capital gains from sale of urban land

e 2,50,000
PHal loss from sale of [isteq shares in recognize
exchange s ek

1,10,000
(STT paid at the time of acquisition and sale of shares)

Loss from carg games

. 32,000
Income from betting (Gross) 4
e 5'

Life Insurance Premium Paid (10% of the capital sum assured) e '

Answer 20




.
income from salaries 5 000'

|
Less: Loss from house -off agai i '
s, property set-off against salary as per section 71(1)|  2,00,000
Profits and gains of business or profession
Income from speculation business 40,000
Less: Loss from toy business set off 4.0 000 Nil
Capital gains '
Long-term capital gains from sale of urban land 2,50,000

Less: Long term capital loss on sale of listed shares on which STT is paid|  1,10,000
can be set off as per section 74(1), since long-term capital gain arising on
sale of such shares is taxable under section 112A

1,40,000

Less: Loss from toy business set off 90,000 50,000

Income from other sources

Income from betting 45,000

Gross total income 1,15,000

Less: Deduction under section 80C(life insurance premium paid) 20,000

Total income 95,000

Losses to be carried forward:

Particulars T

(1) Loss from house property (32.50,000 — ¥2,00,000) 50,000

(2) Loss from toy business (31,30,000 - 740.000 - T90,000) Nil
20,000

(3) Loss from specified business covered by section 35AD

Notes:

(i) As per section T1(
to the extent of 32,00,000 only.

As per section 71B, balance loss not set-off ca
against income from house property of that year.
eight assessment ycars i.e., upto A.Y. 2033-34, in this case.

(i) Loss from specified business covered by section 35AD can be set-off only against profits and
gains of any other specified business. Therefore, such loss cannot be set off against any other
income. If loss cannol be 50 set-off, the same has to be carncﬁﬁnwaqd to the subsequent year .for
set-off againsl profits and gains of any spcciﬁ_cq busnpcss. if any, in that yez{r. As per section
73A(2), such loss can be carried forward indefinitely for set-off against profits of any specified
business. |

(iii) Business 10ss cannot be set off against Lo
(1,30,000 - 740.000 set-off against Income I‘r(zm ?pcgt:lallo
long-term capital gains from sale of urban land. Consequently,

3A), loss from house property can be set-off against any other head of income

n be carried forward to the next year for set- off
It can be carried forward for 2 maximum of

salary income. However, business loss of 390,000
n business) can be set-off against

the taxable long-term capital gains

would be 50,000. _ : ;
: ~ agai arried

(iv) Loss from card games can neither be set off against any other income, nor can it be carrie
gy pter VI-A, gross total income has to be reduced by the amount

(v) For providing Jeduction under Cha

Bhanwar Borana
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Question 1

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

(a) For grant of deduction u/s 80JJAA, filing of audit report in prescribed form is must fora
corporate assessee; filing of return within the due date laid down in section 139(1) is not
required.

Filing of belated return u/s 139(4) of the Income-tax Act, 1961 will debar an assessee
from claiming deduction u/s 80QQB if the assessee exercises the option of shifting out
of the default tax regime provided u/s 115BAC(1A) (i.e., he pays tax under the optional
tax regime). [SMQ.]

Answer 1
(a)

(b)

The statement is not correct. Section 80AC stipulates compulsory filing of return of income on
or before the due date specified u/s 139(1), as a pre-condition for availing the benefit of §
deduction, inter alia, u/s 80JJAA.

The statement is correct. As per section 80AC, the assessee has to furnish his return of income |
on or before the due date specified u/s 139(1), to be eligible to claim deduction under, inter alia, |
section 80QQOB.

Question 2

Compute the eligible deduction u/s 80C for A.Y.2025-26 in respect of life insurance premium § e
paid by Mr. Ganesh during the P.Y.2024-25, the details of which are given hereunder if Mr.
Ganesh has exercised the option of shifting out of the default tax regime provided u/s |

(b)

115BAC(1A) - [sMQj
Date of issue Person insured Actual capital |Insurance premium | |
of policy sum assured | paid during 2024-
(%) 25(%)
(i) |30/3/2012 Self 8,00,000 48,000
(i) (01/5/2018  |Spouse 1,50,000 20,000
(iii) 101/6/2021 Handicapped son (section 4,00,000 80,000/ !
80U disability)
Answer 2
g | Dateof | Personinsured | Actual Insurance | Deduct-ion| Remark
1 issue of capital | premium paid | u/s 80C for (restricted to
policy sum during 2024- | A.Y.2025- [ % ofsum
™= assured (%) 25 26
i}
¥ ® R
(1) |30/3/2012 |[Self 8,00,000 48,000 48,000




| 18 |Soouse — N
? b— Sl HPO dicapped son|  4,00,000 80,000 60,000
| (i) |01/62021  [Han icap gk 4
) (section 80U |
disability) P | &
1,23,000 B ‘—
Total <
ok ‘
Questlon 3 @4’ | y
The basic salary of Mr. A is 7 1,00,000 p.m. He is entitled to deamess allowance, Which i
40% of basic salary. 50% of deamess allowance forms part of pay for retiremen beneg.
Both Mr. A and his employer, ABC Ltd., contribute 15% of basic salary to the Densic:
scheme referred to in section 80CCD. Explain the tax

contribution in the hands of Mr. A if he has exercised the opt
tax regime provided u/s

What would be

Answer 3

(i) Tax treatment in the hands of Mr.,
pension scheme referred to in
shifting out of the default tax re
under the normal provisions of t

(a) Employer’s contribution

(b) Mr. A’s contribution to pensio

treatment in respect of

lon of shifting out of the defayj
115BAC(1A).

your answer if Mr. A pays tax under the default tax regime u/s 115BAC?

A in respect of employer’s and own contribution ¢,
section 80CCD, where Mr. A has exercised the option of
gime provided u/s 11SBAC(1A) [i.e., where Mr. A pays tay
he Act]

to such pension scheme w
specifically included in the definition of “salary™ /s |

ould be treated s salary since it s
15% of basic salary of ¥ 12,00,000, will be

T(1)(viii). Therefore. 7 1,80,000. being
included in Mr, A’s salary.
n scheme s allowable as deduction u/s 80CCD

0% of salary. Salary, for this purpose, means
part of pay.

the deduction is restricted to |
dearness allowance, if j( forms
Therefore, “sa)

(1). However,
basic pay plus
ary” for the Purpose of deduction /s 80CCD for Mr, A would be -

Particulars
Basic salary = 7 1,00,000 x 12 =

Dearness allowance = 40, of T 12,00.000 = ¥4.80.000

30% of Dearness Allow

ance forms part of pay = 50% of ¥ 4,80.000

Salary for the purpose of deduction u/s 80CCp

Deduction u/s 80CCD(
actual contribution
I 2.00.(}{]{})

1) is restricted to 10%

of ¥ 14,40,000 (as againgt
of? 1,80.000, being |

3% of basic salary of z

As per section 80CCD(1B),
allowable, Therefore, ded
(4 I,44.{]00).

T 1,44,000 is allowable as deduction u/s 80CCD(
and be subject 1o (he overall limit of

a further deduction of upto¥ 50,000 is
uction ws80CCD(1B) is ¥ 36,000 (% 1,80,000 -

1). This would be taken into °°“5|'demtfoﬁ

< 1,50,000 w/s 80CCE. ¥ 36,000 allowable as deduction w/s 80CCD(1B) is outside the OVeral]




. limit of T 1,50,000 w/s 80CCE.

’ In the alternative, 2
r " 50 000 can & =
£l cl >
1,30.000 (% 1,80,000- % 50,000) can be ;“?‘e“ as deduction ws 80CCI(1B). The balance 2
(€) Employer’s contribution to ; aimed as deduction ws 80CCD(1).
subject to a maximum of 1[;";:’: solt? ga?;ir;c“}[;wo?ld bed:;IWahh s dedachion BN
restricted to T 1.44 . Therefore, deduction ws 80CCD(2), would .
included in Salar; ufio?‘? wen-fhough the entire employer’s contribution gi— z 130?;:3‘;
1.44.000 to pension sch (1)(viii). However, this deduction of employer’s contribution of %
this deduction w ouldscbcetii wo::lld be outside the overall limit of T 1,50,000 /s 80CCE i.£..
% 1.50.000. er and above the other deductions which are subject to the limit of
i) W .

(\-';) Ahere Mr. A pays tax under the default tax regime w/s 115BAC
] r.__. '.!._{‘m.ld not be eligible for deduction ws g0CCD(1)/(1B) in res

pension scheme under the default tax regime w's 115BAC However, he woul 3
5% 1.80.000 w's R0CCD(2 08 SBAC. owever, e would be allowed deduction
i g _'4‘ d;d .'{ 2) m rcrp:‘:.t_ of emphmycr s cunt_nbuuun to pension scheme. As amendment §
v FA 24 deduction @ 14% of salary is allowed if assessee pay tax as per default taxation

regime.

Quesﬁon >
The gross total income of Mr. X for the AY.2025-26 is T 8,00
following investments/payments during the F.Y.2024-25 -

Particulars

pect of his contribution to

000. He has made the

1,10,000| §

(1) Contribution to PPF
45,000

(2) |Payment of tuition fees to Apeejay Sch

his son studying in Class Xl
loan taken from Standard Chartered Bank 25.000
1.05.000

ool, New Delhi, for education of

(3) |Repayment of housing
o approved pension fund of LIC

ction under Chapter VI-A for th
e default tax regime provided W's

(4) Contribution t
e A.Y.2025-26, # Mr. X exercises

ible dedu
115BAC(1A). [s™m Q.

Compute the eligi
the option of shifting out of th
5-26

Answer 4
Computation of deduction under Chapter VI-A for the A.Y.202
Particulars l_ 2

L
1.10,000

45,000

Deduction u's 80C

Contribution to
of his son

PPF
New Delhi, for education

- tuition fees 10 Apeejay School,

- Payment of
(‘f.’iv \II

studying in

Repayment of housing loan

eing the maximum pcrmissihlc deduction W's 80C

.Rcstricted to 3 1.50,000, b
1 tion u/s 80CCC ol
i nd of LICX 1.05,000 ! 2

Contribution to approY ed pension fu

-

0C. 80CCC and 80CCD(1) has 0|

| . ‘
80CCE, the aggregal€ deduction /s 8

4 ]jﬂ,fmﬂ
Je under

As per section
be restricted t0
Deduction allowab

Chapter VIA for the A.Y.2025-26




QUllon b

Answeor 5

Mr. A. lg. \ i

Uica
I6 father, aged g3

the health of h |

the yeer o Insure niral Government I

p"l"‘d'u?.ﬂn:ﬁ?;,f’nﬁf,’;’ ﬂ?-?a corzlrlbuiggotl 3;2% é‘-; f?:aventlve Hoallh chack p

ity ' ¥.3,000 In check-y ,_

du"nulthe Y:L?;é: Hﬂung ﬂ: T%UtlrrrJeiy chequ@fonlh%rexfc;ntg'gzggaﬂ":} WA aF; giel::; y

and his sp ; Is 80D for Y. he

tion allowable u/s ; 115BAC(1A).

oc;!?;ﬁu;?:::i?llgg(:)uui c?f the dofault tax regime provided u/s

- .Y.2025-26
Deduction allowable u/s 80D for th_c i\ Y
-l Particulars

Actual
s Payment
I

Z|

iture incurred for self
Premium paid ang medical expenditure incury ed for s
and spouse

(1) |Medic
(i)
(iii)

al insurance premium paid for self

and spouse
Contribution g CGHS

20,000

3,600
Exp. on Preventive healh check-up of self & Spouse 3,000

Premium Paid or medicg) expenditure incurred for father,
Who is a senjor Citizen

(M) |Mediclajm Premium paid for father, who is oy er 60 years of
age

Expendityre ON preventive hegls

I

1 uhcuk—up of father

Tota] dtdutli_llll_ui.\i_hI}BR 25,000 + 7 50,000)

—

(1) Th

) 1ld not EXceed ¥ 25 00, Tl
4P 1or self ang “POUse would pe I
< .]ikhﬂ”,'l,

1erefore, the
estricted tq T 1,400,

el . above shoylq Ot exceeqd ¥50,000. Therefore, the
I preventiye 1ealth chee “Up for faq T Would be rect: - 2 ;

30,000 -2 47,0 - Ol be restriceg ¢, ¥ 3,000, being 7
(3) In this case, the oty dcducliun allowed On aceoyn of ex ifir :

e : ; *Penditure op o ‘entive he =
of self Spouse and father 5 7 4,400 (Le, ¥ 1,400 4 4 3,000) L“.ht-g;,:ikﬂ_,l-!:}t. Pka!fh che_ck up
Permissib|e limit of 7 3,000, i o L U Maximum
6 b5

Mr. Y, aged 40 yegrg Paid medicg| iNsura Premium

to insure his health as well as the health IS Spousg (c)er?tu |h|g i e
Medical Nsurance Premium of # 33,00 NG the yegq t the h'dr 2lso paid
aged 6 years, who is not dependent hi d dth 'S mother,
on his father aged 71 Years, who is not Cov Nder | I jie of % 20,000
not dependent upon him, He Contributeq #

uring the year Compute the de

NMment Health Scheme
0D for thg AY. 25-26 jf Mr. Y has
ut of the defaylt tax regime Provideq u/s

SBAC( 1A).[SM Q)



hy - el

,Mr..';;‘;B h‘a's -téken .'th-- : S
Mr. B has taken three education loans on April 1, 2024, the details of which are given below:

e SR T e TR T

For whose education loan was taken B

~ |Purpose of loan MBA
| B. Sc. B.A.
Amount of loan : '
_ ) 500,000/  2,00,000 4,00,000
Annual repayment of loan (%) 1,00,000 40,000 80,000
Annual repayment of interest (%) 20,000 10'000 13"000
Compute the amount deductible u/s 80 | oed

_ m E for the A.Y.2025-26, assumin he ha i

the option of shifting out of the default tax regime provided u/s 1158,5‘CI(1?&\).e Lokas
[SMQ.]

Answer 7
Dedl.lCtiOI'l w/s 8O is available to an individual assessee in respect
previous year in respect of loan taken for pursuing his higher education 0
spouse or children. Higher education means any course of study pursue

examination.
Therefore, interest repayment in res
Deduction w/s 80E =% 20,000 + £10,00

Question 8

Mr. A purchase
1.4.2019, in respect of
p.a. on the same date.

of any interest paid by him in the
r higher education of his
d after senior secondary

pect of all the above loans would be eligible for deduction.

0+ 7 18,000 = ¥ 48,000.

d a residential house property for self-occupation at @ cost of ¥ 45 lakh on
which he took a housing h from Bank of India@11% ¢
The loan was sanctioned on 28th March, 2017. Compute the eligible B
deduction in respect of interest on housing loan for A.Y.2025-26 under the provisions ofthe I
Income-tax Act, 1961 assuming he has exercised the option of shifting out of the default tax |

regime provided u/s 115BAC(1A). Assuming that the entire loan was outstanding as on ==
31.3.2025 and he does not own any other [sMQ] |

house property-
Answe;?'////

“[ncome from

rest deduction for A.Y.2025-26
¢ while comp

Inte
der the head

(i) Deduction allowabl
house property”
Deduction /s 24(b)

uting income un

% 3.85.000 [% 35,00,000 <1 19%] |
2,00,000| 8

Restricted to
_A from Gross Total Income

(i) Deduction under Chapter Vi
Deduction u/s 8OEE 4 1.85,000 ks 3.85,000 — 7 2.00,000)
|

Restricted to

50,000 | |

4 Bhanwar Borand



Questons 2>

@b

N weA | ws | wc
a LU VJIA | P e o
3‘5 Lt S -_I i % 45 lakhs ¥ 20 lakhs """*1-53f
: Amount of loan| Y43la e s
taken C Deposit taking Deposit taking PUbhcw
from HF FC NBFC
Loan taken R aay NB bank
W . ~
- 14,2021 1.4.2021 1.4.2021 30.3 2014
Date of sanction of a8 V1§
P : 1.6.2001]  TooeE
1.5.202 A B !20 q
Date of 1.5.2021 19
disbursement of
loan [
Purpose of loan | Acquisition of Acquisition of .Purchase of F’u!'chase '
residential | residential house| electric Vehicle for electric vehicla
house property for self- Personal use for personaiuSe
Property for occupation
self-
occupation _
e —— " bae .| ———
Stamp duty value 245 lakhs ¥ 48 lakhs
of house property
__-_‘_‘—-—-_______‘_-_'_‘—-—-—._.___‘_\_—‘—\—._\______
Cost of electric -
vehicle
H—-hi__h_ﬂ__ﬂk_%____ﬂ__f__h__m___ﬁ
Rate of interest 9% p.a
gg{"ﬁ;gt?gragﬂgu;é;sf dg{{uctti;]jn. if nder the Provisions of the INncome-tax
fo sEpiin S of Mr. A i r. C and Mr. » if they haye
exzzcrﬁeefihgethoeprgoﬂ of shifting oyt of the default tax regime Provided y/s 11SBAYC(1A).
Upto 313,50 as N NO pring; al €payment in respect of any of the above loans
Question 10;}}3
Mr. Shiva aged 5
salary ang hog prigaeﬁ h:z gross totg| INncome of X 7,75,000 Comprising of Income from
(i) P - : S Made the fotlovwng Payments ang investrnents:
emium Paid tg NSure the ife of €r major dau hter( olicy taken on 1.4.20
(Assureg value 7 0,00 g policy 4.2018

oy ‘;I.
(] lBlj Mro CL and IM'Ir.-rq
llowing are the particulars relating to Mr. A, Mr L
“The following ar A
-’mi\fiduals. for .2 6

. , =5800) -7 20,00
:ff.)) ged'ca' "SUrance prep Oz 12,000; Spouse 2 14 0gp
iii Onation tg 5 arit insti b B v
. abl '
() Lic Banc Fund . 000@ INstitution # 50,000 by way of cheque.
(V) Donafj ational Ghiry-..

. ildren!
(vi) Donation to Py ini 7o Find
(vii) Donation

)

" 25,000 by way of cheque
InISter's Drou ht a £
10 approy 9Nt Relief Fyng - 7 25,000 by way of cheque

= inStitUﬁO” OF promotion of family Planning - ¥ 40,000 by way
(viii) Deposit in PPF _ 310

of
0.000
\‘ Y
- 9 |



COIT‘Ipumo B R R E T

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

Question 1

Answer 11

Question 12

Answer 12

Question 13
5 Mr. A has r.;on':menced the business of manufacture
\ f- employed 350 new employees during the P.Y. 2(}24-25, _lhf_e deta_'ﬂ_s__._n_)f_y\ihgr_n_gzg_aigjgnows —
A §5a | . No- of 1 Date of ['| Regular/ Total monthly emoluments
l employees | employment Casual | P& employee &) |
|d_“')' s 75 iI 1.4.2024 '|I Regular | 24,000 \
\ 2 . | ) II
(i) || 125 'l 1.5.2024 | Regular | 26,000
50 | 1.8.2024 II Casual "| 24,500
" Regular \ - _2_4’%_,_090’_______f

Mr. Ganesh, a busi
sinessman, whose total income (before allowing

AY.2025-26 is T 4,60,000, paid house rent at

accommodation occupied by hi
y him at Mumbai
80GG for AY.2025-26, if he has exercised 3‘1& op

provided u/s 115BAC(1A).

The deduction s 80GG will be computed as follows:

(1) Actual rent paid less 10% of total income
(10x 4.60,000) _ 708
——1 95 - 000 (A)

21.44,000(-)
100

5.000 p.m.
[least of (1), (i) and (

(1) 25% of total income
(ii1) Amount calculated at?

Deduction allowable ws R0GG

2024-25, ABC Ltd., an India
a sum of X 2 lakh to an elect
25,000

eduction inre
heq

During the P.Y.
(1) comributed
(2) incurred expenditure of 2

|s the company eligible for d
that the contribution was made by €

An Indian company is eligible for deduction U
previous year to any
20GGB has the meaning
the amount of expenditure 1

1ﬁul|'|1'|t_'L1'i party Of
;|~~'l-._!:1u‘. to it in secti
yeurred on

it includes
juction

sle tor a aec

ABC Ltd. is eligit

[herefore,
an electors

lakh cumrihnlul to
arty.

| trust and 3

pu]iliu::l I
[t may be noted th

advertisement in a
vhile computing

at there 15 @ gpecific ¢
brochure of @ PO
disallowed © business
incurred by an [ndian compal

| 1.9.204

Compute the dedu
tion of shifting out of the defa

25x 4,60,000
5x 4,00, =%1,15,000(B)

7 60.000 (C)

n company,
oral trust; and
on advertisement ina

spect of st
ue? If so, what is the

= 200GLC B in ’.L“-'E‘L'k"l

an electoral

M L&

75.000 Incurres

lisallowance Ws -
litical party.
income§

1y 1S allowable as a ¢

deduction u/s 80GG) for

in respect of residential |
ction allowable 10 him uls |
ult tax regime

[smQ.l

7 12,000 p.m.

i) =% 60,000

political party-
enditure, assuming
deduction? [SM Ql

brochure ofa

ich contribution/exp
quantum of

1 contributed bY it in the

of any sul
in section

‘cnu\ri‘nutc"
1956, and accord
f a political party:

1 trust. Further, the word
293 A of the Companies Act, ngly.
advertisement in a brochure 0
5 725,000 u's Q0GGB in respect of sum of X 2
a brochure ofa

of X =
{ by it on advertisement in

{ of expenditure incurred on
25.000 would be
penditure

17(2B) in 1espec
the expend
HoweVver,

iture of %
the said ex
e ws R0GGB.

Therefore,
tal income.

ar0Sss 10
rOm Zross total incom

jeduction {

of computers on 1.42024. He




ons from Gross Total Income = fnd i
“ . s participate in recognized tpff;;;; infor AY. 2025-26?-?? |
tp ct)ts:e deduction, if any, available to ai: S 75 lakhs ang s |
-doingtc.iecrﬁrr:s l:rgm manufacture of computers that ye

gain :

¥ 10.16 crores.

Id be your answer if Mr. A has commenced the business of manuf‘a__‘
What wou
footwear on 1.4.2024?

Question 14

m a foreign country for z book Wthopg
Mr. Aakash receiiegfrﬂzr:rlgyoga?t£§8$££ :;?e of royalty is 18% of valyg of boogedm‘:
. 2 : worred by him for earning this royalty was ?.4&000' The amoypy reml, i,
expenqdufgﬂ*l“g“r temb{%f 2024 s ¥ 2,30,000. The remaining amount was pot remite 1y
211d‘ff:l;rgh 20%) Comp{Jte the amount includible in the gross totgl }f“;c’:e of Mr.' Sh
anz the amoun of deduction which he will be eligible ftt):f uz;s1 ggggm,&) € has EXercisgy the
option of shifting out of the default tax regime provided u/s : [Sm Q,]

| Answer 14

The net royalty of % 2,48 000 (

Le., royalty of ¥ 2,88 000 le
Income) is includible in gross t

ss ¥ 40,000, being expendityre
otal income.

Deduction y/s 30QQB:

Royalty 7 2

88,000 x 15/18 =% 2,40,000
Restricted

Amount brought into India in convertible foreign €xchange within
the prescribeq time

Less: Expenses alre

Toyalty income

/ 2,30,000
ady allowed ag deduction while Computing

Deduction u/s 80QQR
Question 15

Mr. A ar
1,35,000
on Fixed
Provident
EXercised

esident Individua| aged 61 years, has €arned b
» lottery income 0f % 1,20,0
Deposit of ¥ 30,00

0 with ban
Fund account, \Wh

Answer 15

Computation of tota) income
"D B Ofle
Particularg
T ——
Profits ang gains of business o profession
Income from other Sources
= Interest o Fixed Deposit with b
- lottery income
Gross Totg) Income

Less: Deductiong under Chapter VIA [See Note below|
Uls 80C
__‘———\—-___\___\_

————

anks

—




o L
oy

! _ru-_-'.-ﬂ:

= !
|

il
-
"

| :..- # E:! d

\ u Restricted to

= "_ o Total Income | 1,65,000
~ Note: In case of resident individuals of the 5 1,20,000

qualifies for deduction upto ¥ 50,000 /s so1~1~g§ oF 60 years or more, interest on bank fixed deposits

T:r?:igs};ilﬂl: ;‘fﬁzﬁiﬁ ;‘;:;fléﬁﬂnz under Chapter VI-A is ¥ 1,80,000, however, the maximum
taxable ws 112 and section 11 2;3 h‘he gross total income exclusive of long ter;n-capital gains
» Short-term capital gains covered u/s 111A and winnings from

lotteries of the assessee.
Therefore, the maximum permissibl :
1,65.000. 12 ible deduction under Chapter VI-A = ¥ 2,85,000 — ¥ 1,20,000 =%

Question 16

m, aged 4 :

Mr. Gur;l:d fis 33 QOSSYE:“SH has salar)f income (computed) of 2 5,50,000 for the previous

year en P L {e has earned interest of ¥ 14,500 on the saving bank account with

State Bank of India during the year. Compute the total income of Mr. Gurnam for the

as§§ssment year 2025-26 from the following particulars, if he has exercised the option of

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

(i) Life_insurance pre_mium pgid to Birla Sunlife Insurance in cash amounting to ¥ 25,000
for insurance of life of his dependent parents. The insurance policy was taken on
15.07.2019 and the sum assured on life of his dependent parents is ¥ 2,00,000.

(ii) Life insurance premium of T 252500, paid for the insurance of life of his major son who is
not dependent on him. The sum assured on life of his son is T 3.50,000 and the life
insurance policy was taken on 30.3.2012.

(iif) Life insurance premium paid by cheque of ¥ 22,500 for insurance of his life. The
insurance policy was taken on 08.09.2018 and the sum assured is 2,00,000.

(iv) Premium of T 26,000 paid by cheque for health insurance of self and his wife. :
(v) % 1,500 paid in cash for his health check-up and ¥ 4,500 paid in cheque for preventive ==
health check-up for his parents, who are senior citizens.
(vi) Paid interest of ¥ 6,500 on loan taken
daughter.

Ly

from bank for MBA course pursued by his

onated in cash to an institution approved for purpose of section 80G |

(vii) A sum of % 5,000 d e
for promoting family planning. [sMQ]
Question 17

th regard to the provisions of the Income-tax Act, 1961:

Examine the following statements wi _ . ' ,
ear 2024-25, Mr. Amit paid interest on loan availed by him for his

i i inancial ; B

() Eour:fgghgﬁef;nggucag?;n, His son is already employed in a firm. Mr. Amit will get the §
deduction u/s 80E. : ;

(i) Subscription to notified bonds of NABARD would qualify for deduction u/s 80C.

be eligible to claim deduction u/s 80C, investment Jcontribution/ subscription

2 !el]rcm;e;itigiblee eorgapproved modes, should be made from out of income chargeable to

tax.

CA Bhanwar Borana



Rt LR SRR A e lll.\.pjpu] and JI'
o - P L T R e ] ettt r pursuing eligible highe
(V) vvhere an Jndivldtualf ;r:g:):zken from a bank for p

: interest in respect o

F sty
a0 /5. XYZ Ltd), rancs
80E Is T 44, loyee of Ms. d.), rece
gty o oWabieTs Satish (who was an en:ﬁe }::redft of Mr. Satisp i hi
(v) Mrs. Sheela, widow of Mr. amount standing ton allowed u/s 80CCD £ Mr oS
lakhs on 1.5.2024, ber”;:?fch deduction has 'bee by her as a nominee on closureof |
sl 0 Sapect 0;:: Such amount recené't;g 23:3 the
. =] ¥ ;- )
thi:l?;:l?; g;:ﬁifsti be her income for A.Y.2
ac

tributed ¥ 50,000 towa
Vishal, a Central Government employee, contri
(Vi) Mr. Vishal,

tion u/s B0CCD, e |
igible for deduc ion u/s : as
would be eligib - ided u/s 115
account of NP. St: :2?5,?%?]3 out of the default tax regime prov, AC(M}R"_
exercised the optio
. ? available to an individual In respect of i
s he statement is correct. The deduction u/s S(JL' Eﬂ’ﬂf”_‘]hI'L to an indiv p inte
o ;'?osa:: taken fi’mr his higher education or for the hi

gher education of
alia, spouse and children of the individual.
deduction u/s 80F in resy

Purpose, relative means, inter

his relatiye,
will get the

For thig
Theref'ore, Mr.

; .o L Ay
2ect of interest on loan availed by him for his Son’s b
81500 is already o ed in a firm. This would no
education, It i immaterial that his son 1s already employed in a firg
Amit’s eligibility for deduction u/s 80,

er
L affecy Mr,
(i) The Statement is corr,

(‘enlra!(}mremnm ¢
(iii) The Statement jg
etc. should be m
(V) The stq tement js not corre
. Hence, the deductiop will
ool (V) The Statemep

ect, U/s 80C

ne chargeable to tax.,
¢t. Deduction y/s SOE is in r
be limited to <14,000

t is not correct,
€ nominee, opy

€spect of interest paid on educatjop loan,
The proviso 1o Section 80 'CD(3) Provides
closure of NPS account on the deat

S that the amount
€ income of

1 0f the assessee, shalj not be
the nominee Hence. dmount recejyed by Mrs. Sheela Would not pe
) b€ her income for Ay 2025-2¢.
(vi) .The sfattfri?eafr :s not um-rc_ct. Contribytjon to Tier g account of NPS Would qualify for
deductiop Ws 80C ang H0t section §(¢ D
' Question 18\, I

Examfne i

e ha EXercised the opti
158 : Ption of Shifting oyt of the
(i) Rajan has to ay to g h Spital for treat
ment ¥ i
NSurance o for mai‘ntenance of dependent disab| S el nothmg fordlite
(ii) Raja, 5 resident Indian, p ‘
3 ; Pent net Ing for tr tm i
depos;ted ¥ 25,000 With LIC for Maintenan € of dep ndanetn{;rsl blee AR e B
(iii) Ra,fan has INCurreq # 20,000 for treat ent angd # 2 a .
marntenance of dependant disableq. ' 2P Sited With LIC for
(iv) Payment of ¥ 50,000 b
; Y cheque to an electorg| trust by an |ng;
ndij
Nswer 18 L any [Sm QJ
(1) ‘H?c.dccj'm'n'm? of ¥ 75,000 s 80Dp Is ;:Hmrcd. jrrcspcclm, of the ]
:g:::n:a;i' iu' :[J{]I(." by the ;rss‘csscc. If the CXpenditure jg incun'ed In regy § :11()1;1 Pediture
(ii '-” re disability, (he deductiop, allowap|e is ¥ 1,25.000 Cuthd “Ndant With
1) 1€ assesgon P .- as deppe: ) -
i }:’:‘S‘L?:‘;LL J'T‘a‘fan has dtlpnmrcd ¥ 25,000 for Maintenapee of‘depcndent disap]
”. ever, elrgfbfe (o claim # 75,000 since the deductiop of ¥ 75 000 g o i
1€ amoyn¢ depositeq With [ 1 In the Case of de : ‘ =
a:‘fowab!e Is ¥ L25.|’J|')(J_ ;

Pendant y;



vs a deduction o
dent disabled

uetion w

il

-2 ihadependant isa
~(iv) Amount paid by an Indian Company

= b
.' 818,240 which includes

fa depe and/or actual amount dep
75,000 even though the total amount inmmpé
person with severe disability the quantum of deduc

o : Question 19 Pk \},\_. o \6)7) 2%
~ Forthe AY. 202526, th}jgross total
ong-term capital gain of ¥ 2,45,000 tax

3 75,000 imespective of

to an electoral trust is en};'fﬂié for de

~ (romgross (otal income, since such payment is made otherwise than by wa o G

ncome of Mr. Chaturvedi, a resident in India, was ¥

able u/s 112 and Short-term

capital gain of ¥ 58,000. The Gross total income also includes interest income of ¥ 12,000

from savings bank deposits with banks a

nd 7 40,000 interest on fixed deposits with banks.

Mr. Chaturvedi has invested in PPF ¥ 1,20,000 and also paid a medical insurance premium

7 51,000. Mr. Chaturvedi also contributed ¥ 50,000 to

deduction u/s 80G by way
thereon of Mr. Chaturvedi, w

Answer 19

Computation of total income and tax liability of

Mr. Chaturvedi for the A.Y. 2025-26 under default tax regime

Public Charitable Trust eligible for

of an account payee cheque. Compute the total income and tax
ho is 70 years old as on 31.3.2025, in a tax efficient manner.

Particulars ile

Less: Deductions under Chapter VI-A
No deduction would be available under def
Total income

Tax on total income

Gross total income incl. long term capital gain

ault tax regime w/s 115BAC

8,18,240

8,18,240

_—

Total tax liability (Rounded off)

LTCG ¥ 2,45,000 x 20% 49,000
Balance total income ¥ 5,73,240 13,662
62,662
Add: Health and Education cess @4% 2,506
Total tax liability 65,168
65,170

Computation of tot

al income and tax liability of Mr.

¢.. the normal provisions of the Act)

Chaturvedi for the A.Y. 2025-26 under the

optional tax regime (i.
Particulars 4 ¢

Gross total income incl. long term capital gain 8,18,240

Less: Long term capital gain 2,45,000
5,73,240

Less: Deductions under Chapter VI-A

U/s 80C in respect of PPF deposit 1,20,000

U/s 80D (it is assumed that premium of? 51,000 is paid by otherwise 50,000

icted to T 50,000, since

than by cash. The deduction would be restr
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| Mr Chaturvedi is a senior citizen)
| Uls 80G (See Notes 1 & 2 helow)
Uls 80TTB (See Note 3 below)

Total income (excluding long term capital gains)

Total income (including long term capital gains)
Total income (rounded off)

i ins of 7
Tax on tota] income (including long-term capital gains o
2,45,000)

LTCG 245,000 x 209

Balance (otg) income 3 3,35,580 (See Note 4 below)

J
Add: Heglq, and Educatjop, cess @4 |
Total tay liability

Since the (gy liability i lower under the optional tay regime (j.e,, p
Compareq g (he default tax regime,

Ormal provisions of the
At Chaturyeq
efault 1ay regime

Act) g
I should exercise the option Ufshiﬁing out of (e
Provided u/s | ISBAC( [A).
Notes:
1. Computatinn of deductiop u/s 80G:

’\

I’artitulnrs

Gross totg) income fuxtluding |

ONg term capigy) g

&B0TTR

iins)
Less - Deductinn ws80C. 20D

10% of the aboye

Contri bution made

Deduction Ws B0G s \
amoup| eXceeding ¥ 2 0o Therefore. the contribyg;
[ SINCe it is mage by way of ; iyee cheque,
3. Deduey T 50,000 Ws 80TTR js alloweq 1o i

. : ~EIOr Citizep ¢ S0 Hotal o
sl income op bank ticpimls. both fixed deposits and Saving 4CCoyny
4. Mr. ¢ haturyed; being g SEnlor citizen js eligible for 4 higher basic exe
Question 20

Mr. Rajmohan Whose gros
furnishes you the fo i

Year 2{]24-25'
(i) Stamp duty paig On acquisition of residentja| house (seff.
(i) Five Year post off

OCCUpied) - 7 50,000
Ice ftime deposit - 20,000,




{ P lte oot Tncome of M Rajmohan for the AY. 2025-26, if he has exercised:.:-tha
- option of shifting out of the default tax regime provided u/s 115BAC(1A). L smaj]

i 'S\'lel' 20

Computahon of total mcome of Mr anmohan for the A. Y.2025-26

Gross Total Income
Less:  Deduction under Chapter VI-A
U/s 80C
Stamp duty paid on acquisition of residential house 50,000
Five year time deposit with Post Office 20,000
70,000
U/s 80E
Interest on loan taken for higher education of spouse, being a relative. 10,000
U/s 80G (See Note below)
Donation to recognized charitable trust (50% of ¥ 25,000) 12,500 92,500
Total Income 547,500

Note: In case of deduction u/s 80G in respect of donation to a charitable trust, the net qualifying
amount has to be restricted to 10% of adjusted total income, i.e., gross total income less deductions
under Chapter VI-A except 80G. The adjusted total income is, therefore, ¥ 5,60,000 (i.e. 6,40,000 — ¢
80.000), 10% of which is T 56.000, which is higher than the actual donation of ¥ 25,000. Therefore,
the deduction w/s 80G would be T 12,500, being 50% of the actual donation of T 25,000.

Question 21 Qg‘;ﬁ% =

Compute the eligible deduction under Chapter VI-A for the A.Y. 2025-26 of Ms. Roma,
aged 40 years, who has a GTl of ¥ 15,00,000 for the A.Y. 2025-26 she has exercised the
option of shifting out of the default tax regime provided u/s 115BAC(1A) and provides the §
following information about her investments/payments during the P.Y. 2024-25:  [SM Q.] Fa

SI. No. Particulars Amount (3 }_'

1 Life Insurance premium paid (Policy taken on 31-03-2012 and 35,000 | S
sum assured is T 4,40,000) i

2. |Public Provident Fund contribution 1,50,000| S

3¢ Repayment of housing loan to Bhartiya Mahila Bank, Bangalore 20,000 Sn

4 Payment to L.I.C. Pension Fund 1,40,000 | ===

5 Mediclaim Policy taken for self, wife and dependent children, C oyl
premium paid by cheque 30,000/ 0

6. Medical Insurance premium paid by cheque for parents (Senior 52,000{ =
Citizens) A

Answer 21

Computation of eligible deduction under Chapter VI-A of Ms. Roma for A.Y. 2025-26
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| before 142012) _
| Public Provident Fund

- 20,000/
: ila Bank, Bangalore =

v f housing loan to Bhartiya Mahila Ba 2,05,000]

S 1.50,000
9 3
Restricted to a maximum of ¥ 1,50,000
Deduction u/s 80CCC for payment 1,40.000
towards LIC pension fund _‘—'——-2, 90,000
: ' ' tion

As per section 80CCE, aggregate deduction under, inter alia, sectio
80C and 80CCC, is restricted to
Deduction u/s 80D * 25000
Payment of medical insurance premium of ¥ 30,000 tpwiirds medical

olicy taken for self, wife and dependent children restricted to |
\ ical i ' id ¥ 52,000 for parents, being senior

Medical insurance premium paid T 52,

citizens, restricted to

Eligible deduction under Chapter VI-A

Question 2

and payments made by him during the previous year 2
he option of shifting out of

j - Deposit of 7 1,50,000 in public provid
- Payment of |ife insurance

insure his fife (Sum assured

Deposit of 7 45,000 in a five

| - Contributed 7 2,10,000, bei

| which forms Part of retirement benefits)

matching contribution Was made by ABC L tq.
On 1.4.2024, mediclai i

m premium of ¥ 1,08,000 and ? 80,000 paig as lu
his and his Wife (aged 58 years) health, respectively for foyr years
- Incurred # 46,000

i penditure of hjs father
dependent on him. No ins '

He spent 7 6,000 for the Preventive health-check up of

his wife.
He has incurred an expenditure of ¥ 90,000 for the

medical
being a person with severe disability.
Answer 22

024-25, assume he
has exercised t

the default tax regime provided u/s 1 15BAC(1A)
ent fund

Premium of ¥ 62,000 on the policy taken on 01.4.2017 1o
i 4,00,000).

year term deposit with bank.
ng 15% of his

salary (basic sala
to the

ry plus dearness allowance,
NPS of

the Centra Government. A

treatment of his mother,
[MTP Q]

Deduction available

to Mr. Dhyanchand under Chapter VI-A for A.Y.Zﬂ?.s-zﬁ

Particulars
Deposit in public provident fund

Life insurance premium paid ¥ 62,000 (deduction

CA Bhanwap Borasr-




80CCD(1)

01.04.2012)
Five year term deposit with bank

~[Festicted 0 € 4000, being 107% of 40000, wich |
*|the sum assured, since the policy was ;ak,;f,og;l";’f“""

Restricted to

Contribution to NPS of the C

_ entral Government, I

;Efgé]g?] E[;)] Z.IOEQOO d— Z 50,000, being deduction u/s
, restricted to 10% of sal :

10/15] |See Note 1| n R e

2,90,000

80CCE

80CCD(1B)

80CCD(2)

Aggregate  deduction under section 80Cand
80CCD(1), ¥ 2,90,000, but restricted to

3 5{‘1,'{}{]{). would be eligible for deduction in respect of
contribution to NPS of the Central Government

Employer contribution to NPS. restricted to 10% of salary

[See Note 2]

- 1,50,000
50,000

1,40,000

30D

80DD

80TTB

Notes:

(1) The deduction
Therefore, it 1S 1
respect of ¢
deduction u/s

(2) The entire €
head “Salaries”
would be allowed. subje

CA Bhanwar Borana

[T
Deduction under Chapter V

dical insurance premium for self and his wife,
1d be equal to T 47,000 @ 27,000 + R
premiuri, since policies

(i) (a) Me
deduction wou
20.000). being 1/4th of lumpsum
would be in force for four previous years.

check upZ 6,000 for wife restricted
# 47.000, since maximum allowable
of the family

(b) Preventive health
(o0  3.000 (% 50,000 -
deduction is T 50,000 in ¢
member is senior citizen)

ase assessee or onc

ather would be fully

(ii) Medical Expenditure for his f
rance policy is taken

allowed as deduction, since no insu

on his name

Total of (i) and (ii)

£-Z 125,000 in respect of
f his mother, being a person with
Id be allowed irrespective of the fact
1 is T 90,000

7 75.000, deduction

Deduction © expenditure on
medical treatment O
severe disability wou
that amount of expenditure incurrec

47,000

Interest on fixed deposits with bank of

restricted to

'1-A

ould not be subject to over

Dhyanchand to claim
amount of <

u/s ROCCD(1B) W
nore beneficial for Mr.
ontribution 1o NPS. Thereafter, the remaining
/s 80CCD(1), subject to @ maximum limi
tribution to notified pension scheme h
uting gross (otal income and there
ximum of 10% of salary. Deduct

mployer’s ¢on as to

while comp
ct to a ma

t of 10% of salary

.

e

96,000
1,25,000

50,000 | §

L

1.60,000 can

after, deduction u
ion u/s R0CCD(

6,11,000
s e

all limit of T 1.50 lakh u/s 80CCE.
deduction w/s 80CCD( 1B)

first in
be claimed as

i e. T 1,40,000.
be first included under th

C

/s 80CCD(2)
2) is also not




. Deduc from C -‘ : 10 _._ ___. BGCCE‘
 sibjectio the overalllimit of ? 1,50,000 w's 8

rs, resides in Hyderas
Deepak is retired Government Officer, aged 65 yea
followin incorqe_a:

e A

Pensioﬁ |
Interest from bank on fixed deposits (Gross)

sessment year 202525 froml

' Mr. Deepak for the as nt .

?tljlmp'Ute tgﬁict;?rls Iggg?rr?eol:e has exercised the option of shifting out of the deg, e

ollowing p

regime provided u/s 11SBAC(1.A).

(i) Life insurance Premium paid by che
policy was taken on 08-0

que ¥ 22,500 for insurance of his life, The '“SUraﬁB.e? |
9-2016 and the sum assured is ¥ 2,00,000. g

$'26,000 paid by cheque for health insurance of self ang his wife

(iil) Paid interest of 7 6,500 on loan taken from bank for MBA coyrse Pursueq by i
daughter. | i
(iv) A sum of 7 15,000 donated In cash to an instityti

On approved for the PUrpose of Secign
for Promoting family Planning.

[MTp Q)
Answer 23

Computatioy of total income of Mr, Deepak for A.Y.2025-26
! Particulars

S
Income under the head “Salarjes» (
j Pensiop

’ 6.60,000
Less: Standarg deduuion u’s 16(ja)
Lower of < 50,000 Or actua| g

Income from Other Sources
Interest from b

|
alary/pensiop

|| 50,000 6,10,000
|
xed deposit (Gross)

ank on f;

|

| 55,000
Gross Tota Income [’ 6,65,000
Less: Deduction under Chapter VI-A
Deductiop u/s 80C

LIC Premium of # 22,500 (

assured, as the policy

|

restricted yo 10% of #

2,00,000. being the Sum
is taken after 3] 3.2012) 20,000
l)eduction u/s 80p :
. ; _ 26,000
Premiym for health insurance foy self and pjs Wwife paid by cheque.
allowed Upto ¥ 50,000 since M. Deepak js o Senior citjzen
Deductigy u/s 80F
Interest on 1oqy, taken from papj, for MBA courge Pursued by hjg 6,500
Daughter

——




e

Deduction u/s 80TTB

‘. lntérest on fixed deposit with bank allowabl ' ' ey |
since Mr. Deepak is a senior citizen 2w doduchorypteRa (X0 500000 |

1,02,500
5,62,500

Total Income

Question 24
Mr. X is a resident individual. He deposits a sum of Z 50,000 with Life Insurance Corporation
every year for the maintenance of his disabled grandfather who is wholly dependent upon
him. The disability is one which comes under the Persons with Disabilities (Equal
Opportunities, Protection of Rights and Full Participation) Act, 1995. A copy of the certificate
from the medical authority is submitted. Compute the amount of deduction available u/s
80DD for the A.Y. 2025-26 assume he has exercised the option of shifting out of the default

tax regime provided u/s 115BAC(1A).

What will be the deduction if Mr. X had made this deposit for his dependant father? [SM Q.]

Answer 24

Since the amount deposited by Mr.
w/s 80DD. The deduction is available if the
disabled person. Grandfather does not come
If the expense was incurred for a dependar
deduction of T 75,000 w/s 80DD, irrespective of the amount dep
disability, the deduction would be ¥ 1,25,000.

X was for his grandfather, he will not be allowed any deduction
individual assessee incurs any eXpensc for a “dependant™
within the meaning of “dependant” as defined u/s 80DD.

1t disabled person, Mr. X will be entitled to claim a
osited. In case his father has severe

Question 25 Q/ﬁ?}"/

Y Ltd. furnishes you the following information for the year ended 31.3.2025:

2 (in lacs)
100
30

| ]

Profit of the business of Unit A i ¥
50 | [
- ] _."'_,_.

Particulars
n Special Economic Zone

Total turnover of Unit A located |

Export turnover of Unit A
Total turnover of Unit B located in Domestic Tariff Area (DTA) 200 | .
20| 0

e

Profit of the business of Unit B
ction u/s 10AA for the A.Y. 2025-26, assuming that Y Ltd. comm%acgd :
[smaQj |

Compute dedu
operations in SEZ and DTAIN the year 2020-21.

Question 26
W Economic Zone (SEZ) and other unit at Domestic Tariff

" has one unit at Special .
gt ny provides the following details for the previous year 2024-25. B

Area (DTA). The compa r 202425 e
Rudra Ltd. % UnitinDTAR) [
tal Sales 6,00,00,000 2,00,00,000 | G

4,60,00,000 1,60,00,000 | {56

Export Sales

__CA Bhanwar Borana



Net Profit

uestion 27 - |
Q Mr. Ramesh furnishes the following particulars for the Previous year 2024.p5 in rea

me-tax Act,
Calculate the eligible deduction uls"IOA.A of the Inco
Year 2025-26, in the following situations:

(1) If both the units were set up and start manufactur.ing ;:m 122325821 g
(i) If both the units were set up and start manufacturing from !

1961, for the 4

- o €s,
an industrial undertaking established in "Special Economic Zone" in March 2019 It
manufacturing in April 2019.

Particulars

Total sales

Export sales [Proceeds received in India]
Domestic sales

Profit from the above Undertaking

Export Sales of F.Y. of 2024-25 include

goods outside India. Compute the amoun

freight and insurance of < 5 lacs for delivery
forAY. 2025-26,

t of deduction available to Mr. R

Computation o

Since Ay 2025-2

f deduction u/'s 10AA for A.Y. 2025-2¢
..... 6 is the 6th a

Ssessment year from Ay 2020-21, releyan to the previoys year
2019-20, in whick the SEZ unit began Manufacturing of articles or things, it shalj be eligible for
deduction of 30% of the profits derived from export of such articles or things, assuming al] the
conditions specifieq In section 10AA are fulfilled.

=Profit of Unitin SEZ Export tumover of Unitin SEZ x 50%

Total Turnover of Unitin SEZ

=20,00,000 xwx 50% = 5,00,000
80,00,000

Working Note:

e

Export Turnover

Sale proceeds received in India
———— —<Ived in Indi;

Less: Freight and Insurance for delivery of £0ods outside
EXport turnover

—-—________—-_.__

e N N = e
Total turnover

Less: Freight ang Insuran
excluded from export tur
also].

¢e not includible [Since freight

and insurance has been
nover, the same has to be exely

ded from total Wrnoyer

Cegey

amesh u/s 1044
[MTP QJ
Answer 27




 Rajveer, a
g éﬁ}hll Ecmém‘?;o ggﬁ?:ﬁép Lll.l:if 3’9 I.Inits namely, Unit X a_nd.':'Unﬁ:::Yf.JU--
* geals for the financial year 2024-25; in Domestic Tarif Area (DTA). The fol

Total sale B0 e LA e e
Export saises 50,00,000 85,00,000
Domestic sales 125,00000 56,00,000 %
Net Profit %2,00,000 30,00,000 %
4,00,000 10,00,000 |

goods outside India with

Total Sales of F.Y. 2024-25 include freight of T 5 lacs for delivery of

respect to Unit X.
manufacturing from 20.6.202¢. Compute the amount

Both the units were set up and started
/s 10AA for the A.Y. 2025-26.

of deduction available to M/s Rajveer u
[RTP Nov-21 Q.]

Answer 28
Computation of deduction u/s 10AA f%nAdg_. 2025-26
Since A.Y. 2025-26 is the th assessment year from AY. 2882533, relevant to the previous year
2000-2\ in which the SEZ unit began manufacturing of articles or things or provide any services, it
shall be eligible for deduction of 100% of the profits derived from export of such articles or things Of
her conditions specified in section 10AA are fulfilled.

g all the o
Export turnover of Unitin SEZ X 100%

= Profit of Unitin SEZ X —
Total Turnover of Unitin SEZ

from services, assumin

2,00,000 _ 000, = 4,40,000

i 30,00,
Working Note:
Computation of total sales, export sales and net profit of Unit X
Particulars M/s Rajveer () Unit Y ®) Umtx@) 4
Total sales 85,00,000 50,00,000 35,00,000
Export sales 55.00,000 28.00,000 27.00,000
Domestic sales 30,00,000 12,00,000 18,00,000
_Nipr// 10,00,000 4,00,000 6,00,000
Export Turnover —
Sale proceeds | . e
Less: Freight not includible 1n export {urnover ey
35,00,000
e (cludible [Since freight has beer excluded from export turnover, 5,00.000
al turnover also].
| aum

{ess: Freight not i
Juded from tot

the same has 10 be exclu




Question 2

Question 1

Answer 1

(iiiy On 1.10.2024, Mr. Rajesh st

CA Bhanwar Borana
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CHAPTER |

2'::1-03:':“9 temfplo}'er, pays gross salary including allowances and monetary perquisites
Ing to ¥ 7,30,000 to his General Manager. Besides, the employer provides non-
monetalfy.perqwsnes_ 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?

4
7.30,000
120,000 |
8,50,000

50,000
8.00.000

Tax Liability 75,400 |
Average rate of tax (% 75,400/ ¥ 8,00,000 x 100) 9.425%
Mr. A can deduct T 75,400 at source from the salary of the General Manager at the time of payment.
Alternatively, Mr. A can pay tax on non-monetary perquisites as under — Tax on non-monetary S8 i 3
perquisites = 9.425% of 71,20,000=% 11,310
Balance to be deducted from salary = < 64,090
If Mr. A pays tax of ¥ 11,310 on non-monetary perquisites, the same is not a deductible expenditure e

The amount of tax paid towards non-monetary perquisite by the employer,
ax in the hands of the employee as per section 10(10CC).

Gross salary, allowances and monetary perquisites

Non-Monetary perquisites

Less: Standard deduction under section 16(ia)

as per section 40(a).
however, is not chargeable to t

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.
ii _ Ganesh made three nine months fixed deposits of ¥ 3 _Iakh each,
Wk N Dwarka Branch, Janakpuri Branch and Rohini Branch of

ing i % p.a. with
g terest e b dopted CBS. The fixed deposits mature on 28.2.2025.

XYZ Bank, a bank which has a i |
arted 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-Q]



Fate % on the interest of
() ABC Co-operative Bank has to deduct tax at source(@]10% on

lakh X V2) under section 194A, The tax deductible at source under section |
interest s, therefore, ¥ 4,500,

(i) XYZ Bank has to deduct tax at source@]O‘V? u/s IOQ;SA{; ?;ﬂgg 52% igggl‘efﬂ;; terest o,
deposit with the (hree branches of the t?ank is T 60, e ;do’ 14 CBS, the gl
exceeds the threshold limit of 7 40,000£Smce X:i. (11331; inces iy l:iggregat:; i
credited/paid by all branches has to be considered, 807y
exceeds Rle threshold limit of 2 40,000, tax has to be deducted@]0% nlfs 194A. -

(iii) No tax has 1o be deducted under section 194A by PQR Bank on the interest 0f ¥ 28,000 £.1 .

due on recurring deposit on 31.3.2025 to Mr. Rajesh, since such interest does not ex’cﬁ-d;.
threshold limit of 7 40,000

s

Question 3

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

25,000 on 1.8.2024
< 28,000 on 1.12.2024
On 1.3.2025, 5 pa

Discuss Whether ABC Ltd. 0 deduct tax at Source under section 194C from
Payments made tq Mr. X.

[SM Q]
Answer 3

In this case, the individual ~ontract payments magde to Mr. X does not €xceed ¥ 30,000, However,
since the ageregate amoynt paid to Mr, X during the p.y 2024-25 exceeds T 1,00.000 (on account of
the last payment of ¥ 30,000, due on 1.3.2025. taking the tota] from ¥ 73,000 to¥ 1,03,000), the TDS
Provisions under Section 194¢ would get altracted. Tax has to be dcducledf_k}_ 1% on the entire amoynt
of ¥ 1,03,000 from t}

1€ last payment of 7 30,000 and the balance of 7 28,970 (i.e.. 30,0003 1,030)
has to be paid to Mr, X_

Question 4

Certain concess;
40A(3) and dedy,
Answer 4

Section 40A(3) provides for disallowance
aggregate of Payments made 10 a person in
are made otherwise than by account
Clearing system through bank account

Ons are grant

ed to transport Operators in the
ction of tax at

Context of cash pa ments u/s
Source u/s 194-C. Elucidate. gl

of expenditure incurred jp respect of which Payment or
a day exceeds 7 10,000, ang Such Payment or Payments
Payee cheque or account payee bank draf

: : Or use of electronic
or through other prescribed clectronje modes,
H{)wwcr, In case of payment made to transport Operators for plying. hirine
Carriages, the disallowance will be attracted only

3 g or leasing goods
1f the payment made g 3 person ip, 4 day exceeds 7
35,000. Therefore, Payment or aggrepate of Payments up to ¥ 35

0 in a day ¢
transport operator otherwise than by way of account payee cheque or 3 raft or yse
of electronic system through bank account or through other prescribed electronje mo
attracting disallowance y/s 40A(3).

Under section 194C, ¢
1%, in case the
other case,

ax had 1o be deducted in res

pect of payments made 1o Contracto
Payment is made 1o individual or

: 'S at the raga f
Hindu Undivided Family or at the Tateof 207 i a,:;,
» N0 deduction is re
or paid during the previ

quired to be made from any sum credited or paid or likely to
plying, hiring or leasing

: be crediteq
account of a contractor, during the course of the bu% of
 if the following conditions are fulfilled:-

£0ods carriages




declaration 1 this effect slong with kis PAN.

i ; provigions for tax deduction at source under Seclion

(0} Mr. X, 2 resident, i due 1 receive 7 4 50 lakivs on 3132025, towards maturity proceeds
du@wiomkenmu.zozz.rormmmmhumaﬂﬁm’
premium is T 1,25,000. 4

() Ml'-Y.£f&ei1enLisd¢:etoreoeive?3,95laktson31.3.2025mL!Cpoiwl’d@nm
31.3,2012,forw1ichmemaswradis?350%@!1!11&3”9:3“’5?

26,100.

(ﬁ)m.z.arumsmmrecavezgs,ooom1.8.2024mdsnmmp'mdsor

LIC policy taken on 1.8.2018 for which the sum assured is ¥ 90,000 and the annual
[sMQ]

premium was T 10,000,

Question 6

Moon TV, a television channel, made payme
production of programmie for telecasting as per the specifications given by the channel. The
copyright of the programme is also transferred to Moon TV. Would such payment be liable

for tax deduction at source under section 194C7? Discuss.
Also, examine whether the provisions of tax deduction at source under section 1

ntof?SOlakhstoaproducﬁonhwsefm

94C 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. [SM Q.]
Answer 6

oduced by the production house as per the specifications given
- also transferred to the television channel, the
‘work” under section 194C. Therefore, the
ect to tax deduction

In this case, since the programme is pr
by Moon TV, a television channel, and the copyright 1
same falls within the scope of definition of the term
payment of Z 50 lakhs made by Moon TV to the production house would be subj
at source under section 194C.

Moon TV for acquisition of telecasting rights of the content
i« no contract for “’carrying out any work™, as
would not be liable for tax deduction at source

If. however, the payment was made by
already produced by the production house, there
required in section 194C(1). Therelore, such payment
under section 194C.

Question 7

XYZ Ltd. pays % 50,000 per month as ren
its branches is situated. Discuss whether T

t to the Mr. Kishore for a building in which one of
DS provisions under section 194-| are attracted.

Answer 7
Section 194-1, which governs the deduction of tax at source on payment of rent, exceeding ¥ 2,40,000
jes excepl individuals and HUFs, whose total sales, gross receipts

p.4., is applicable to all taxable entit ‘
or turnover from the business or profession carried on by him does not exceed 1 crore in case of
business and T 50 lakhs In case of profession during the financial year immediately preceding

financial year in which such rent was credited or paid, is liable to deduct tax at source.
Since the rent paid by XYZ [td. to Mr. Kishore exceeds ¥ 2.40,000, the provisions of section 194-1

for deduction of tax al source attracted. | |
der section 194-1 on rent paid is 10%, assuming that

. The rate applicable for deduction at source un
Mr. Kishore had furnished his PAN 10 XYZ Ltd.

i\ Bhanwar Borana



Tax, TDS and Introdt ,
eore the amount of tax to be deducted at source
=%6,00,000 x 10% = ¥ 60,000

Quastion 8

ied indivi t of ¥ 55,
Mr. X, a salaried individual, pays ren
immovable property. Is he required to deduct
deduct tax? Also, compute the amount of tax to

Would your answer change if Mr. X vacated the_premises on 31st D;'ecember, 20247 p
what would be your answer if Mr. Y does not provide his PAN to Mr. X

o
[Sm Q)
Question 9

000 per month to Mr. Y from June, 50, 4,‘,;,__ |
lax at source? If so, when is pq requin.” O

lirgg,
be deducted at source. ety

attracted.
Answer 9

TDS provisions under sec
for fees for professional s
no other payment tq Mr,
during the P.Y.2024-25.

tion 194J would not ge
ervices and fees
Ganesh tow

L attracted, since the limit of ¥
for technica] services, Separately. [t js

30,000 is applicabe
ards fees for professional seryices and feeg

assumed that there j

for technicy] Serviceg
Question 10
Examine Whether TDS Provisions would pe atracted jn
Which section Also Specify

the following cases, and if so. under
DS applicable in each case. Assume that all
€ made to residents.

[SM Q)

Aggregate of
Payments made in

the F.Y.2024.25

Particulars of the payer i

T [Mr. Ganesn, an i

* . . _\_—_‘_‘_\_—_-_\_
. INdividua| Contract Payment for
Carrying on retail business | of residentia| house
With tumnover of 5 crores Eﬁéﬁt of ¢
in the P.Y.2023-24 !

Nature of Payment

repair |

| Mr, Vallish  for buainess|
PUrposes
'_“‘—-—-—-_-_'_'_‘_‘—-—-—I_.____——-——‘——-—._——_—\___——\_.___
2. |Mr, Rajesh, g Wholesale

Contract P
trader Whose turnover was reconstruction
¥ 95 lakhs inP.y. 2023-24.

Ouse
=1 ——|period January- Mare
3. [Mr, Satish, 5 Salaried Payment of broke
individya| uying a re
March, 202
4. Mr. Dheeraj,apensione_r_ Contract

2024 for reconst

| residentia] house
Question 1\\

1

Mr. X solq his house Property in Bangalore ag
Consideration of 4
Purchased the h

ruction of

angd for
h, 'esSpectively, to Mr, vy on 1.8.202 n
Ouse Property and the lan

, i <% iHe Thad
d in the year 2023 for ¥ 40 |akh and ¥ 1g lakh,
stamp duty value on the date of transfer, i.e., 1.8.9 '

respeclively. The




;_

i holse) property ‘and rural egricufral fend, respectily
y 50 property and rural agricultural land, respectively.
ns In the hands of Mr. X and Mr, Y and the TDS implications, g
Y,assuming that both Mr. X and Mr. Y are resident Indians.

S |
tion Sl
Mr. Sharma, a resident Indian aged 77 years i NP
, gets pension of ¥ 52,000 per month from the

.lBJP St:lt? ngla]'nmant. The same is credited to his savings account in SBI, Lucknow
o tion, he gets interest@8% on fixed deposit of ¥ 20 lakh with the said bank.
ut of the deposit of ¥ 20 lakh, ¥ 2 lakh represents five year term deposit made by him on

:;;-2905236 Interest on savings bank credited to his SBI savings account for the P.Y.2024-25

(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 SBI, assuming that the same
is a specified bank? Is 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? [SMQ.]
Answer 12
(1) Computation of total income of Mr. Sharma for A.Y.2025-26
Particulars R
1  Salaries

Pension ( 52,000 x 12) 6,24.000

Less: Standard deduction w/s 16(ia) 50,000
5,74,000

II Income from Other Sources

Interest on fixed deposit (T 20 lakh x 8%) 1,60,000
Interest on savings account 9,500 1,69,500| =
Gross total income 7,43,500 |

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

Five year term deposit (3 2 lakh, restricted to T 1.5 lakh) 1.50.000
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 50,000 200,000
years.

Total Income

5,43,500

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

Tax payable [T 43,500 x 20% + T 10,000] 18,700
Add: Health and Education Cess(@4% 748
Tax liability 19,448
Tax liability (rounded off) 19,450

uired to deduct tax at source w/s 194P (after considering the
and remit the same to the Central Government. In such a

165

(2) SBI, being a specified bank, is req
tax, if any, deducted on pension w/s 192)

g CA Bhanwar Borana



Sha:m ﬁ’t_iu_ldf-not be required to ﬁlehlsremrnefmcom
xed deposit of ¥ 20 lakh s with o bank other than SB,
- penswn is credited, then, M, Sharma_ would n

' - consequent to which SBI woqld not be ‘ o
' Sharma would have to file his return of income u/s ;

tal income.
effect to deduction under Chapter VI-A) exceeds the basic exemption |

imit,
It may be noted that in this case, TDS provisions u/s 192 wou

Id, in any case, pe
respect of pension income, Further, Canara Bank would, be [iab]

€ to dedyct
section 194-A on interes( on fixed deposit, since the Same exceeds ¥ 50,000
Question 13
Mr. Gupta, 3 resident Indian, is in retail b

(2) Would your answ
all other facts re
(3) Would your ans
seller,
Answer 13

er be different i Mr. Gupta's turnover for F.Y.2023
maining the same?

wer to (1) and (2)

24 was 7 g Croreg,
as required?

change, if PAN hag not been furnisheq by the buyer or

[SMqy
(1) Since My Gupta’s tyr

Mr, Agarwal,
ax@0.1% of 7 g the sum Cxceeding
No tax is o be deducteq u/'s 1940
aggregate Payments ti]] thay date j.e, 45 lakhs
of ¥ 1,700 (Le., 0.1%

S, has not €xceeded the thresh
wof¥ 17 lakhs) has to be
lakh on 231 1.2024 22 lakh — %5 lakl

Tax of 7 2,800 (ie., 0.19 of ¥ 28 lakhs) has
< 28 lakhs 0n25.3.202s.
Note -

- In this tase, since both sec
1940,
(2) If Mr. Gupta’s turnover

1940 would not
altracted in the hands of My Agarwa],

and his TeCeipts from My. Gupta

No tay is to be collected y/s
till tha date j.e 45 lakhs.

nover for I’*'.Y.EUER-N exceeds 10 Crores.
a resident selle 5

tion 1940 and E{Jf}(‘{IHJ

applies. tax hag tq be
for the F.Y.2023—24

|
deducted u/s |
|
I
be altracted. Iiuwm-'m'. T

was ()Ill},:’ <8 crores, TDg Provisiong under section
CS Provisions under Section 20603 IH) would be
since his Wrnoyer CXxceeds ¥ |

exceed X 50 akhs.

0 eroreg in the .Y.2023-24

206C(1 H) on 1.6.2024

and |2,8.21)24. since the aggrepas :

has not Exceeded (he threshold of ¥ 50 lakhs. SEtegate receipts
Tax of 7 1,700 (ie.. 0.1% of 7 17 lakhs) has (o be collecteq u/s 206 [H) op 23.1 1.2024 @2
lakh - 7 5 lakhs, being the balance unexhausted threshold limit),
Tax of 7 2,800 (i.e. 0.1% of 28 lakhs) has to be collected u/s 206C(1H) on 25.3_2025_

(3) In cage (1), if PAN is not furnished by Mr. Agarwal to 'Mr_'. Gupta, then, My, Gupta has ¢, deduct

tax(@5%, instead of 0.1%, Accordingly, (ax of T 85,000 (ie., 5% of 7 17 lakhs) and ¥ |
(5% of T 28 lakhs) has (o be deducteq by Mr. Gupta w/is 194Q on 23§ 1.2024
respectively,

40,
angd 253
In cage (2), if PAN is

not furnisheq by Mr. Gupta to Mr. Agarwal, then, M. Agarwa) has ¢




amount of T 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 g 50,000 was due
Mr. X on 28.2.2025, from which tax@10% (amounting to? 9,000) on the entire amount of 3
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). [sma.j]
Answer 14 '

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

e Es—

=1 =B

!{:L. I Sor e E ) _Parﬂcuhi.é 2 .
1% on tax deductible but not deducted i.e., 1% on ¥ 4,000 for 8 months

112% on tax deducted but not deposited i.e. 1'4% on ¥ 9,000 for 4 months

Question 15
Ashwin doing manufacture and wholesale trade furnishes you the following information:
Total turnover for the financial year [SMQ.]

Particulars 4
2023-24 1,05,00,000
2024-25 95,00,000

Examine whether tax deduction at source provisions are attracted for the below said &
expenses incurred during the financial year 2024-25: :

Particulars 4
Interest paid to UCO Bank on 15.8.2024 41,000 |
Contract payment to Raj (2 contracts of ¥ 12,000 each) on 12.12.2024 24,000
Shop rent paid (one payee) on 21.1.2025 2,50,000 =
Commission paid to Balu on 15.3.2025 7,000

Answer 15
As the turnover of business carried on by Ashwin for F.Y. 2023-24, has exceeded ¥ | crore, he has to i
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. ‘
Interest paid to UCO Bank
TDS under section 194A is not attracted in respect of interest paid to a banking company.
Contract payment of T 24,000 to Raj for 2 contracts of T 12,000 each
TDS provisions under section 194C would nol be attracted if the amount paid to a contractor does not
exceed Z 30.000 in a single payment or ¥ 1,00,000 in the aggregate during the financial year. &5
Therefore, TDS provisions under section 194C are not attracted in this case.

Shop Rent paid to one pavee Tax has (o be deducted@10% under section 194-1 as the annual
rental payment exceeds T 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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.- TR 3

amﬁuta the amount of tax deduction at source on the following pa

he Yments
-~ Ltd. during the financial year 2024-25 as per the provisions of the Income. »

L
T
b
<}
)
-5 -1:
o
£
C
=3

3

1102024 |Payment of 200000 to Mr. R, a ransporter whe on
carriages throughout the previous year and furnisheg a deg

to this effect alongwith his PAN.
| ' ' f
1-11-2024 Payment of fee for technlqal services o

g 20,000 to Mr. Shyam who is having PAN,

(iif)  {30-06-2024 Payment of ¥ 25,000 to M/s X Ltd.

(iv) 101-01-2025 Payment of 7 2,00,000 made fo M

according to specifications of M/s S Ltd. However, ng matenama;
Supplied for such diaries to Mr. A

(V)  [01-01-2025 Payment of 7 2,30,000 made to Mr. Bharat fo

¢ 25,000 ang Roya

r com u
Acquisition of his house as per [aw of the State Govemmeng_
(Vi) {01-02-2025 Payment of commission of ¥ 14,000 to Mr. Y,
Answer 16

(i) No tax is required to be dedycteq al source unde
transporter M. R, since he satisfies

(1) He owns ten orle
(2) He is engaged in
(3) He has furnished
(ii) As PEr section 194 liabiiily to deduct ¢
technical services and royalty, indivig
given case, since, the individug] Payments for fee of technica] service
20,000 is Jess than ¥ 30,000 cach, there is no liabilit

no other payment towards fees for techn
M. Shyam.

(iiii) Provisjons of sectj
on 30.06.2024 1o M/s. X Ltd. is
(iv) According to section 194C.
supply of product

I section |
the following conditions:
S5 g0ods carriage

94C by M/s S Ltd. on Payment 1,

S at any time during the previous year,
the business of plying, hirj & 00ds carriages;
along with his PAN.

axX 18 attracted of

2 or leasin
a declaration to this effect

1ly in case the pa

yment made as fees for
ually, exceeds 7 30,000 during th

¢ financja] year. In the
» £ 25,000 and royalty ¥
L source. [t js assumed that
re made during the year to

Sle,
Y 1o deduct tax 4
ical services and royalty we
on 194C are pot altracted in (his
less than the thresh
the definition of
according to the specific
r than the Customer or

Case, since the Payment for repajr of building
ld limit of 30,000,
“work” does

¢ the manufacturing or
ation by customer ; as¢ the materig] ig purchased
from a person othe associate of gych Customer,
Therefore, there IS no liability 1o deduct tax g source

In respect of payment of 2 200,000 to Mr.

A, since the contract is a contraet for ‘sale’.

(v) As per section 194].A, any person responsible for
compensation or consideration op account of compulsory
immovable property, is responsible for deduction of tax
aggregate amount of such payments to (he resident during the
In the given case. no liability to deduct tax
exceed T 2,50,000.

(vi) As per section 194H, tax is dedu
aggregate of the amounts of
exceeds T 15,000,

Since the commission payment ma
section 194H are not attracted,

Payment tg 5 resident, any gy in the nature of

acquisition ypder any law, of any
at source if gch Payment or the
financial yegq exceeds ¥ 2,50,000.

at source js altracted ag (he Payment made does not

ctible at source if the

amount of Commiss;j
commission o brokerag

On or brokerage or the
€ credited or paid dy

ring the financial year

EEEEEE—



Question 18

: CA Bhanwar Borana

(c) ABC and Co. Ltd. paid ¥ 19,000 to one of its Directors as sitting fees on'

wer 17
(a) Since the rent paid for hire of machinery by B. Ltd.

provisions of section 194-1 for deduction of tax at source arc attracted.
¢ under section 194-1 on rent paid for hire of

Th‘e. rate applicable for deduction of tax at sourc
plant and machinery is 2%, assuming that Mr. Raman had furnished his permanent account

number to B Ltd.
204 =7 5,200.

Therefore, the amount of tax to be deducted at source: = ¥ 2,60,000 X
nt account number to B Ltd., tax shall be

Note: In case Mr. Raman does not furnish his permane
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

gross receipts or turnover form

source on fees paid for professional services only if the total sales,
the business or profession exceed ¥ 1 crore 1 case of business or ¥ 50 lakhs in case of profession,

as the case may be, in the financial year preceding the current financial year and such payment
made for professional services is not exclusively for the personal purpose of any member of

Hindu Undivided Family.
Section 194M. provides for deduction of tax at source by a
tax at source under section 194]) in respect of fees for pro
aggregate of such sum exceeds T 50 lakhs during the financial year.
In the given case, the fees for profess Dr. Srivatsan is paid on 1.12.2024 for a
personal purpose, therefore. section 194) is not attracted. Section 194M would have been B
attracted. if the payment or aggregale of payments exceeded T 50 lakhs in the P.Y.2024-25. [N
However, since the payment does not exceed Z 50 lakh in this case, there is no liability to deduct S8

tax at source under section 194M also. e
&

(¢) Section 194] provides for deduction of tax at source @1
ration or fees or commission, by whatever name called, to a resi
which tax is deductible under section 192. The threshold limit of T ©
sions of tax deduction at source are not attracted in respect of every -

applicable in respect of sum paid to a

(o Mr. Raman exceeds ¥ 2,40,000, the

HUF (which is not required to deduct ¢
fessional service if such sum or &

ional service (o

9% from any sum paid by way of any
dent director, which is not

remune
in the nature of salary on

30,000 upto which the provi

other payment covered under section 1941 s, however, not
director. =
. ¥ - 01
Therefore, tax@10% has to be deducted at source under section 194] in respect of the sum of T e
|8

19,000 paid by ABC Ltd. to its director.
Therefore, the amount of tax to be deducted at source: = 719,000 x 10% = 7 1.900
S

Examine the applicability of tax deduction at source provisions, the rate and amount of tax 5
deduction in the following cases for the financial year 2024-25: 5
pany to Mr. Ram. sub-contractor,

1) Payment made by a com
) ynce of Z 1,20,000 shown in the books as on 31-03-2025.
m, an Indian resident.

Z 3,00,000 with outstanding |

bala

(2) Winning from horse race % 1,50,000 paid to Mr. Shya

(3) 7 2,00,000 paid to Mr. A a resident individual, on 92.02-2025 by the State of Utar
Praaes’h on compulsory acquisition of his urban land. [sMmal




-

Provisions of tax deduction at source under section | are attracted in re
me the payment is made to an indivi
- dince the aggregate amount credited or paid during the year is 4,20,000, tax ._
C 420,000, |
© Taxlobe deducted = 34,20,000 x 1% =7 4.200
~ (2) Under section 194BB, tax is (o be deducted at source,
10,000. The rate of deduction of tax at source is 30%. :

: Hence, tax to be deducted = 2 1,50,000 x 30% = T 45,000. "

K 1 f
(3) As per section 194LA, any person responsible for payment to a rcﬁsh;m, any sum in the g,
compensation or consideration on account of compulsory acquisition under any law, of ay
immovable property, is required to deduct tax at source, 1f such payment or the aggregate amoy.
of such payments to the residen during the financial year exceeds ¥ 2,50,000, '
In the given case, there is no liability to deduct tax at source as
not exceed ¥ 2,50,000,

Question 19

Briefly discuss the provisions relating to payment of advance tax on income arising from
capital gains and casual income.

[SMQ)
Answer 19

The proviso to section 234C cont
gains and casual income.

i the winnings from horse races g,

|
the payment made to Mr, A does

ans the provisions for payment of advance tax in case of capital

Advance tax is payable by an assessee on his/its total

income like income from lotteries, crossword
Since it is not possible for (he assessee to estimate his capital
has been provided that if any such income
amount of the tax payable (
income should be paid in th

Income, which includes capital gains and casual

puzzles, etc,

£ains, or income from lotteries ete,. jt
date for any instalment, then, the entira

aflter considering tax deducted at

source) on such capital gains or casual
€ remaining instalments of advance tax. w fuch are due.

anises after the due

Where no such instalment is due, the entire tax s}

1ould be paid by 31st March of the rele
year.

vant financial

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 deductib
section 194B and 194BB. Thercfore. advance tax liability would arise on
and health and education cess@4% in respect thereof,
income, if any, is T 10,000 or more.

Question 20

Mr. Jay having total income of 2 8,70,000, did not pay any adyarjce tax d_uring 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 lax along with interest, if he files the return on 29.07.2025? Assume that he opt
out from default regime u/s 115BAC, [Past RTP Q]

Answer 20

k2 Ises in every case, where the advance tax payable is # 10,000 or
Obligation to pay advance tax arises in every case, ool ’ !

mor: As a consequence of such failure, assessee may be charged with interest under section 234
and 234C. ; .

" g i o I'E
In the given case, since Mr. Jay did not deposit any amount of 'd;h‘m:;: ;Txr::l ﬁ:ﬁ;&?ﬁ jlri p‘:;mﬂ?
. P . vith intere
he will need to pay the (otal tax due on his income along wi e e

le at source @30% under
ly if the surcharge, if any,
along with tax liability in respect of other




rest under section 2348 - « Ty e

nterest under i A W

fhiled to “:ﬁk:n ?343 is attracted - a) When the assessee, who is liable to |

e pay such tax; or b) Where the advance tax paid by the assessee is less than 90%

. L-,assessedtax. y the 3 is less than :

A .l-' Si c . L] | ] -
S i et s ot 2401

3 a . eginning from 1st April of . iz ey

;he time he deposits the whole tax under self- as'scssr:icntprlI R i 0ran0EaRl
nterest will be levied on tax liability of ' ; -

y of T 89,900 (round . . TN
at 1% for four months i.e., from st April to 29th Jil?‘?n ed oft 1o neacest undred IpICEIE SESERE

The interest under section 2348 amount to T 3,596

Interest under section 234C

ﬁ;e[s)sccs. other than assessees who declare profits and gains in accordance with provision of section
(1) or section -f14ADA(i}. are liable to pay advance tax in 4 installments during the previous

year. SCCIIOI‘! 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.
y amount as advance tax, the interest under

In the given scenario, since Mr. Jay, did not deposit an

section 234C is calculated as under
Date of Instalment Specified % of | Amount due and Period Interest @
estimated tax | unpaid (rounded off to 1%
nearest T 100, ignoring
fraction) : :

15th June 2024 15% 13,400 3 months 402
15th September 2024 45% 40,400 3 months 1,212
15th December 2024 75% 67,400 3 months 2,022

| 15th March 2025 100% 89.900 | month 899
Total interest under section 234C 4,535

Mr. Jay needs to pay 7 98 091 as total of tax and interest on or before filing of return in the month of

July, 2025.

Question 21
Examine & explain the TDS im
assuming that the deductees
furnished to the respective deductors.
(i) Mr. Kunal received a sum of ¥ 10,20,000 on 28.92.2025 as_pre-mature withdrawal from
Employees Provident Fund Scheme before continuous Service of 5 years on account of
termination of employment dué to ill-health.

(i) Indian Bank sanctioned a !
Ltd. paid a sum of 7 1,20,000 as service

application. | _
(iii) Mr. Agam, working in a private company, is O deputatio
2024 to February, 2025) at Mumbai where he pays a mont
those five months, totalling to T 1,60,000. Rent I paid b

relevant month.

wing cases along with reasons thereof,

plications in the follo
having a PAN which they have duly

are residents and

nd disbursed a loan of T 12 crores to B Ltd. on 31-12-2024. B
fee to Indian Bank for processing the loan

n for 5 months (from October,
hly house rent of 32,000 for

y him on the first day of the




of Determine the advance tax
© year 2025.26, { s Lty
ﬁ._ L ’.I. . -y ¢l

Total estimated tax payable
TDS (deductible but not deducted)

TCS (collected)
Answer 22

Computation of Advance Tax Payable for the A.Y 202526

Particulars
Tax Payable

Less: TDS (deductible but not deducted), cannot be reduced for computing advance
tax liability

Less: TCS

Net Tay Payable

Due dates for P2yment of adyance ay

__ Duedate of installment
On or before 151 June,

Amount payable
2024 379,500
[15% of 7 5,30,000]
% 2 1,59,000

(% 2,38.500 (45% of ¥ 5.30.()00] less ¥ 79,500,
lier installmcmjj

< 1,59,000
[X3.97 500 (75% of ¥ 3.30,000) Less
¥2.38.5(

10 (amount Paid in earfjer installment or
ol
0

A insla!imcnts}]
N or before 154 March, 2025 | ¥ 1,32,500,

(whole amount ufad\-'ancc
less ¥ 3,97 500 (

tax liability
| amount paid i, earlier installment or
msmllmcms;]
Ques

L .
tion 23
Examine & explain

Onor before |5 th

(amount paid in ear
e = R (A
December. 2024

(% 5,30.000

the TDS implication
assuming that the deductees are re

furnished to the respective deductors.
(i) Ms, Sarla recejved
Proceeds of ||c take
annual premiym was ¥ 10,000
(i) Mr. Rohit transferred
duty valye of such pro

(iii) Akash (P) Limiteq pay.
25;

S in the followi

: long with rasons thereof,
sidents ang having a8 PAN whic

they have duly

Wards maturity

M assured was ¥ 80,000 and

d residentia| house
perty is ¥ 55 lacs,

(a) T 22,000 towar,
(b) ¥ 18,000 towar

ds fee for professional services
ds royalty,

CA Bhanwar Borana



1,756,000 made to - o :
ckaging Limited. However, no ‘:nata:al _waab =

jing Limited or its associates to Mr. Ankit.

I8y rivate Limited pays % 12,00 it
( ; iﬁing.fee s ol el L B
- (vi)Rashi Limited i | T -
ited is engaged by Jigar Limited for the sole purpose of busines & o opers =

- of call centre. On 18-03-
e L?ng?egﬂ‘zs' the total amount credited by Jigar Limited in the ledger
: is ¥ 70,000 regarding service charges of call centre. Tﬁé

A

b amount is pai
 (vil)Ms mt p\:::, tzrf uuih ‘:‘eque on 28-03-2025 by Jigar Limited.
N cky draw pri
Maximus Retail Ltd. fo}r' its cus?;iriee: 221,000 210 LSS organi’zectlh:%rPMgi
Question 24

Exami i
ine whether TDS provisions would be attracted in the following cases, and if so,
d to be deducted

under which section. Also specify the rate of TDS and amount require
de to residents.

at source as applicable in each case. Assume that all payments are ma

S. | Particulars of the payer Nature of payment Aggregate of
No. payments
made in the
| F.Y.2024-25 |
(Amt.in%)

e e
(A) |Mr. Kale, receiving pension Contractual  payment made 52,50,000

from Central Government | during April 2024 for
reconstruction of his residential

house in Arunachal Pradesh

a wholesale|Contract payment for 50,00,000
construction of office godown L
|

during January to March 2025 to
Mr. Akhilesh, an individual

(B) |Mr. Rahul,
trader of spices whose turn-

over was ¥ 9 crores F.Y.

2023-24
(C) |Mr. Golu, an - dividual |[Payment of commissiort to Mr.
carrying garment trading | Vinay for securing 2 contract
erof |from a big business house in

1,20,000

business with turnov
7 95 |akhs in F.Y. 2023 November 2024
2024
= | L———— .
(D) xXYZ Urban Co-operative payment by Way of cash 1,20,00,000| ===
bank withdrawal, by ABC & Co. @ .
partnership firm, amounting
7 1.2 crores during Financial

Year 2024-25. ABC & Co. has
filed its tax returns for the last 3

financial years with in time.
(2x4=8 Marks) |

tax deduction at source, the rate and | |
he financial year 2024 -25 under £
ade to residents:

Question 25
- o f
in brief the 2@ plicability of prov!smns 0
e I dedu?:tion in the following cases for
ments are m

amount of tax
Income-tax Act, 1961 Assume that all pay



(o) _.1[._‘[.0_"_:" ‘L. K, | -

(i) Mr. -- a id 2 ‘6-,(‘)({.000 ?nbi‘l5.1 Elg?sz:ntgag;sd fr:izf; ?vﬁ'odl it;;agbﬁ;
tion of fruits and vegetables. : :
:?Jitpsre;evr:;e?able in India having turnover of ¥ 3 Crores during the previog

S

¥

2023-24,

(if) Mr. Ramu, a salaried individual, has paid rent of ?t &O,?é)hﬂ ;g;g&r:tlg;?
pProperty to Mr. Shiv Kumar from 1st July, 2024 to 31st March, . Mr.
has not furnished his Permanent Account Number.

(b) Examine the following transactions with reference to applicability of the

collected at source and the rate and amount of the TC
26.

(i) Mr. Kalpit bought an overseas tour programme package for Singapore for himself

and his family of 7 5 lakhs on 01-06-2024 from an agent who is €ngaged i
organising foreign tours in course of his business. He made

r housg
Vv Kumar? |

provision of tax
S for the Assessment year 2025.

(if) Mr. Any doing business of textile as a
crores in the '

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

deducted any tax at source)

(DEC 21 Exam)
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| CHAPTER

Quastion 1

Paras aged 55 years is a resident of India. During the F.Y. 2024-25, interest of T 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?
Assume NRI account permitted with the approval of RBI.

What will be your answer, if he has incurred 3 lakhs as travel expenditure of self and
spouse to US to stay with his married daughter for some time? [SMQ.]

Answer 1

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 VI-A or exemption under section or section
54/54B/S4D/S4EC or 54F, exceeds the maximum amount not chargeable to tax i.e. ¥ 3,00,000 under
default tax regime /s 115BAC and ¥ 2,50,000 if exercises the option of shifting out of the default tax
regime provided u/s 11SBAC(1A) (for A.Y. 2025-26

Computation of total income of Mr. Paras for A.Y. 2025-26
Particulars : A _?; _HJ

Income from other sources

Interest earned from Non-resident (External) Account ¥ 2.88.000

[Exempt under section 10(4)(ii), assuming that Mr. Paras has been permitted by RBI to NIL
maintain the aforesaid account]

Interest on fixed deposit with SBI 30,000
Interest on savings bank account 3,000
Gross Total Income 33,000
Less: Deduction w/s 80TTA (Interest on saving bank account) 3.000
Total Income 30,000

Since the total income of Mr. Paras for A.Y.2025-26, before giving effect, inter alia, to the deductions e
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. .
[f 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(1), even if his income is less
than the basic exemption limit.

o CA Bhanwar Borana




Fﬂ g ith brief reasons whether the return of Inf:ome can be revised undey sect;
E:ftl:i?ﬁ:oma-lax Act, 1961 in the following cases:

(i) Belated return filed under section 139(4).

(ii) Return already revised once under section 139(5). [s 3
(iif) Return of loss filed under section 139(3). Ism q] :
Answer 2 _

o secli 39(4) can file a revigeq re 4
Any person who has furnished a return under section IB‘)F I). orl I n(l )car i tum g any
time before three months prior to the end of the relevant assessme y

completig, of
assessment, whichever is earlier, if he discovers any omission or any wrong statement i the ety
filed carlier. Accordingly,

(i) A belated return fi

led under section 139(4) can be revised,
(i) A return revised earlier can be revised again

iginal retum,
Therefore, if the assessee discovers any omission or wrong statement in such a reyis

ed retur, e _
can furnish a second revised return within he prescribed time i.e, at any time l?cfore three months
prior to the end of the relevant assessment year or before r?rc completion of assz':s,s.mm' _
Whichever is earlicr. It implies that a return of income can be revised more than once within the
Preseribed time,

as the first revised retumn replaces the or

(1) A return of loss file
therefore, can be re

J Question 3

d under section 139(3) is deemed 1o

be return
vised under section [39(5),

filed under section 139(1), ang

she do so?
= [SM Q]
~ Answer3
-y | Section 139B provides a scheme for submission of return of inco
] a Tax Retury Preparer. How i

ever, it is
under section 44AB. T|
hrough a Tax Return Pre

10 be audite
A.Y.EUES-E(\ t

tal cannot furnish her re
parer,

ctum of income for
Question 4

State with feasons whether YOu agree or disagree with the following Statements:

(@) Return of Income of Limited Liabjlit

(b) Time limit for

Y Partnership (LLP)

could be verifi
filing return under sec

ed by any partner.
tign 139(1) in the case of Mr. A

having totg turnover
the year ended 31

_ .03.2025. whether or
tion 44AD, ig J31st October. 2025,
- Answer 4

[SMQ)
(a) Disagree

The return of income of LLP
Any other parter can ver
(i) where for any unavoj

should be verified by a design

ify the Return of Income Of LLP ¢
dable re
(i) where there i no des;

(b) Disagree

ated partner.
only in the
as5on such designated partner js

I’ollowing Cases; -
not able 1o verify the return, or,
gnated partner,

CA Bhanwar Bora
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shall be 31st July, 2025.

In case, Mr. A doe -

e adited usng(;:_ 055::;2:113;‘;5:;1?;% ta;c‘alion provisions under section 44AD, he has to get his
date for filing return would be 31st Oc,mbt:r.‘eml;;umover exceeds T 1 erore, jn Wiich casi i

Question 5
Mr. Vin - : -
1158}1 &?Tﬂ)e;?\;m:fg the option of shifting out of the default tax regime provided u/s
e \nder the'h m'tf’ his (etlirn“ of income on 12-09-2025 for A.Y 2025-26 consisting of
12-2025, he re ? gad Salaries”, “Income from house property” and bank interest. On 24-

! alized that he had not claimed deduction under section 8OTTA in respect of

his interest income on the Savings Bank Account. He wants to revise his return of income.
ifferent if he discovered this omission on

g;il%gez do so? Examine. Would your answer be d
-03-20267
SM Q.
Answer 5 [ !
ssessment year 2023-24 within the due date

Vineet has filed his original return of income for a
specified in section 139(4) for filing belated return.
heads “Salaries”, “Income from house property” and *
under the category of a person whose accounts are require
1961 or any other law in force. Therefore, the due date of filing return for AY2

139(1). in his case, is 31st July, 2025. Since Mr. Vineet had submitted his return on

the said return is a belated return under section 139(4).

As per section 139(5), a return furnished under section 139(1)
revised. Thus, a belated return under section 139(4) can also be revise
revise the return of income filed by him under section 139(4) in December 20
under section 80TTA, since the time limit for filing a revised return is three months prior
of the relevant assessment year. which is 31.12.2025.

ise return had he discovered this omissi

Since Mr. Vineet has income only under the
‘Income from other sources”, he does not fall |
d to be audited under the Income-tax Act,
025-26 under section
ly on 12.92025, .

or a belated return w/s 139(4) can be |
d. Therefore, Mr. Vineet can k.
25, to claim deduction §
to the end &

on only on 21.03.2026, since it is

However, he cannot rev
beyond 31 .12.2025.

Question 6
Examine with reasons, whether the following stateme

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.
(i) Where the Karta of a HUF is absent fr

any male member of the family.

nts are true or false, with regard to the

come can be verified Dy

om India, the return of in
[SMm Q.

gard to the nature of .
whether any tax is S8
may be prescribed. |

India, the return of §
a male or

Answer 6 o .
: . Section 139A(2) pro\-’idcs that the AssessIng Officer may, having I¢
(i) True: 4y = also allot PAN to any other person,

nsactions as may : e A o
:)r:yable by him or not in the manner and in accordance with the procedurf

, i , Karta of {s absent from
i section 140(b) provides that where the Karta (E{ a HUF 18 o
L e e ¢ of the family: such member ¢a

11 2 - =) e
income can be verified by any other adult memb

female member.

Question 7

be p rescribed,

" me-tax Act,
u loss” under the IncO '
e term eI o as not been filed as required?



e Ct e AL LGOS ed
WiLIVIL SliIU Yo Ll idlld 1o, ..:n..u:i:;:a ;n j;};:cd < D e =
S m'niimfonvard unless such losses are
i carrie %
therein cannot be

' r L F 'On I 39‘3}- T . = _ .‘
i hat l:ﬂ ca fbrward Ihc IOSSCS SpeCIﬁCd thereln, the retu Should | !iled‘i’
Section 139(3) states tha Ty m I

within the time specified in section 1’39{ 1). o

Following losses are covered by section 139(3): oy

® business loss to be carried forward under section s i

® speculation business loss to be carried forward under sec 1‘0t.0rI 73:“2)

® loss from specified business to be carried forvt!ard under secti : ; .74“). :
® loss under the head “Capital Gains™ to be carried forward under section :an

® loss incurred in the activity of owning and maintaining race horses to be carried forwarq under
section 74A(3) ‘ i
However, loss from house property to be carried ﬁ:-m-'arq ‘llndCI bLFtlon
depreciation under section 32 can be carried forward even if return of loss b
required under section 139(3).

' Question s

IB and unabsorhed
as not beep filed a5

Mr. Aakash has undertaken certain transactions during the F.Y.2G24-25, which are listed
below. You are required to identify the transactions in respect of which quoting of PAN is
Mandatory in the related documents —

000 by ECs through b;;;(_é_accou?)t for ing the JrA T

|A Ltd. N company acquiring the debentures of
95,000 by accoy, T“"“‘““\_

for 3 days o yie, T jes Nt Payee cheque to Thomas Coo for travel to Dypgj

——

Abplied to SB) for jsgyq 0;‘5@;;;5———HE\
action Is Quoting of = :
d

| for Yes, since the amount paid

of which 2 50,000




1| e
e g
— e = "

'Paymento 205, :
5,000 by a = .
' Thomas Cook f’ Y account T
' i s or travel tc payee chequ :
| visit relatives 10 Dubai for 3 d(aly: :g E:); since the amount was paid by
€e Chaque quotin' At
mandatory even tho g of PAN _
3 50,ooury m’,‘ though the payment exceeds

Y - .

mzi.inquonng of PAN is mandatory on
= g an application to a banking com any
or issue of credit card. P

s Applied to SBI for issuem
ard,

Question 9

Mr. Sudarshan, due to i
’ 0 Inadvertent
assessment year 2025- reasons, failed :
26 on or before the due date oftgliglgeszlcsh lnt;ﬁme«-lax renmic
return of income.

(i) Can he file the above
return
2 Gt for fiing the abovs raeftt:rrn giPue date of filing return of income? If yes, which is the

ii) What are the consequenc i
139(1)2 es of non-filing the return within the due date

under section
[RTP M-20 Q.]

Answer 9
If any
furnish the

(i) 3 months pr
(i) before the completion of the assessment

erson fails to furnis : o
P furnish a return within the time allowed to him under section 139(1), he may

belated return for any previous year at any time -
ior to the end of the relevant assessment year: OF

whichever 18 earlier.
The last date for filing return
Thereafter, Mr. Sudarshan cannot furnis

Consequences for non-filing re

Carry forward a
specified business under sect
activity of owning and maintaining race h
off against Income of subsequent Y
allowed under section 139(1)-
Interest under €
the period commencin
the date of furnishing of returt
due date.

Fee under sectio
income is not file
exceed T 1,000, if

ction 234A: In
g from the

of income for AY.2
h a belated return after this date.

turn of Income within the

nd set-off of certain losses:
ion 35AD, loss L
QISES, wou

inder the head “Capita
ears, where a I¢

terest under sectio
date immediately

of income 18 payabl

-7 5,000 would b

ate specifi
o 5.00,000.

025-26. therefore, is 31st December 2025

due date under section 139(1)

lation business loss, loss from

| Gains™; and loss from the
to be carried forward for set-

t furnished within the time i

Business loss, spec

1d not be allowed

turn of income 1S no

n 234A@]1% per month or part of the month for
following the due date under section 139(1) till
e, where the return of income is furnished after the
on 234F, if the return of

le under secti
r, such fee cannot

¢ payab
ction 139(1)- Howeve

ed in 8¢

234F7?

of income u/s
per do not

Question 10 g retum
b, ne R b X lﬂfo"T' n 139AA relating t0 quoting of Aadhar Num
(ii) To whom the provisio sectio TP Q.
apply?

Answer 10 k of inco o ufs 234F ‘ : =
(i Fee ior defaiy 2 furniSh'“g rent:::is a return of income U dbef ectlﬂr,:;f1 39, faglss:ﬁnd(:};o?‘;léholﬂn.

s required ©© % Ty30(1), he ® a1l pays by WY : 000

sectlg’& fjth(e L;tali me exceed?S,OO, 0

Where a person, Who I %
the prescrib¢ ime lm’ut i
i wever, such fee canno

.







Question 1
(P) Ltd. on a basic salary of

Question 2

-

(a) Would her resl .
d her total income

———rwmerre ——wyr
e

Z 50,000 p.m. He

house rent allowance of 20,000

id rent of T 25,000 p.m. for an
for housing loan taken for the
completed in March,

Mr. A, aged 32 years, is employed with XYZ
has received transport allowance of ¥ 15,000 p.m. and
he P.Y. 2024-25. He has pa

p.m. from the company for t
accommc?datxon i»n Delhi. Mr. A has paid interest of Z2,10,000
construction of his house in Mumbai. The construction of the house IS

2024 and his parents live in that house.

Other Information
Contribution to PPF - T 1,50,000

Contribution to pension scheme
al insurance premium
um for self
bility of Mr. A for the A.Y.

CCD - Z 50,000
of the age of 65 < 55,000

referred to in section 80

for father, who is

and spouse - % 32,000
2025-26 in the most

payment of medic
nt of medical insurance premi
tax lia

-

- Payme
Compute the total income and
peneficial manner.
arlie, an American national, got married to Mr. Radhey of India in USA on 2.03.2024
and came (0 India for the first time on 16.03.2024. She left for USA on 19.9.2024. She
returned to India again on 27.03.2025. While in India, she had purchased 2 show room in
Mumbai on 30.04.2024, which f Z 25,000 p.m. from
1.05.2024. She had taken loan from a bank for purchaseé of this show room on which ban
had charged interest of 97.500 upto 31 103.2025. She had received the following cash gifts
4.2024 to 31.3.2025:
51,000

from her relatives and friends during 1.
From parents of husband
From married sister of husband 7 11,000
51,000 and % 21,000) 7 1,72,000
ble to tax along

From two Very close friends of her husband (X 1
idential status and compute the total income chargea .
b for the Assessment Year 2025-26 if she

ount of tax liability on such incomeé
default tax regime u/s 115BAC.
inq that she is @ person of

dential status undergo any ] )
|ndian SOUrc 718,00,000 and she 1S not liable
from Indl e Al

Miss Ch

a) Determine
with the am
opts out of the

Indian origin an
year, if he/she satisfies any

fo tax in USA:
Answer 2 . = -
. U 6(1) an individual is said to be resident In [ndia in any previows
' o followin , conditions: | 8
. hcfn in India during the previous year for a {otal period of 182 days or more,
as bee

(i H e/she b




g the 4 years immediately preceding t’ge

re and has been in India for at least 6

year.

SIS s any one of the conditions mentioned above, he/she s a re I

= Al ,saﬁSﬁes any one Of the o?n iy - X . t. o
o Ifa“ '_‘_'?q_’?:gﬁliﬁons are not satisfied, the individual is a no.n resxdel:l ool Bt A

i e .u_;.e_.above. residential status of Miss Charlie, an Ame_ncaq National, lt;»r - 1_:.___ e

Therlefore,; ;1;: :fth e basis of her stay in India during the previous year relevant tog A y

be d;l;ng;)[;«i-zs and in the preceding four assessment 3‘gears. s /€arS are as ynde.

;:“ t .in India during the previous year 2024-25 and in the preceding four years qare aS under.

er stay
P.Y. 2024-25

01.04.2024 t0 19.09.2024

- 172 days
- S days
31.03.2025 S days
17.01.2025 to -
ota L/ days
Four preceding previous years
P.Y.2023-24 [1.4.2023 to 31.3.2024) - 16 day.s
P.Y.2022-23 [1.42022 1o 31.3.2023] - Nfl
P.Y.2021-22 [1.4.2021 t0 31.3.2022) - N{l
P.Y.2020-21 [1.4.2020 1031.3.2021] - Nil
Total 16 da:fs
The total stay of the

Assessment Year 2025
Computation of totq] income of Miss Charlie for the Ayﬂi\ﬁ
“ 3 &
Income from house Property
Show room located i Mumbai remained on reng from 01.05.2024 to 2,75.000
31.03.2{]25 @3 25.000/- p.m.
Gross Annual Value [7 25,000 x | 1] (See Note 1 below)
Less: Municj al taxes Nil
P | l
Net Annuaj Value (NAV) 2.75.000
Less: Deduction u/'s 24
30% of NAV 82,500
Interest o loan 97,500 1,80,000 95,000
-______________________ e

Income from Other SOurces P
Cas!_1 gifts regeived from Non-relatiyes s chargeable 10 tax as per
Section 56(2)(x) ¢ the ageregate valye of such gifts exceeds 2
50,000
- ?_50.{}00 received from Parents of husband Wwould be exempt,

Since Parents of husbang fall withip the definition of ‘relative’ Nil

and gifts frop, , relative are Not chargeable tq 1
- ?‘] 1.090 received fropn, married sister of husband is exempt, since

mste_r-m-law falls Within definition of relative and gifts from a - Nil

relative are Chargeable ¢, tax, !
= Gift recejyeq frpm WO friends of husband 7 151,000 and %

21,000 a88regating 1o 3 172,000 is taxable u/g 56(2)(x) since the




Tax on total income of ¥ 2,67,000

Add: Health and Education cess@4%

Total tax liability el i
Total tax liability (rounded off) 800
Notes: -- =

I Actual rent received has been taken as the gross annual value in the absence of other

information (i.e. Municipal value, fair rental value and standard rent) in the question.

If the aggregate value of taxable gifts received from non-relatives exceed ¥ 50,000 during the

year, the entire amount received (i.e. the aggregate value of taxable gifts received) is taxable.

Therefore. the entire amount of T 1,72,000 is taxable /s 56(2)(x).

3. Since Miss Charlie is a non-resident for the A.Y. 2025-26, rebate w/s 87A would not be
available to her, even though her total income does not exceed T 5 lacs.

4. The tax liability of Miss Charlie would be the same even if she opts to pay tax as per section
115BAC. since she would be eligible for deduction /s 24(b), for interest on housing loan in
respect of let out property under regular provisions as well as w/s 115BAC of the Income-fax

Act, 1961.
II. Residential status of Miss Charlie in case she is a person of Indian origin and her total
income from Indian sources exceeds ¥ 18,00,000

2

from Indian sources exceeds T 15,00,000

If she is a person of Indian origin and her total income
a for a period exceeding 120 days during

(% 18.00,000, in her case), the condition of stay in Indi
the previous year and 365 days during the four immediately preceding previous years would be

applicable for being treated as a resident. Since her stay in India exceeds 120 days in the
P.Y.2024-25 but the period of her stay in India during the four immediately preceding previous
years is less than 365 days (only 16 days), her residential status as per section 6(1) would
continue to be same i.e., non-resident in India.
Further. since she is not a citizen of India, the provisions of section 6(1A) deeming an individual
to be a citizen of India would not get attracted in her case, even though she is a person of Indian
origin and her total income from Indian sources exceeds T 15,00,000 and she is not liable to pay

tax in USA.
Therefore, her residential status would be non-

resident in India for the previous year 2024-25.

Question 3
Dr. Niranjana, a resident individual, aged 60 years is running a clinic in Surat. Her Income
and Expenditure Account for the year ending March 31st, 2025 is as under:
Expenditure 1 B2 Income 4. BRI
To |Medicine consumed 35,38,400|By | Consultation and medical| 58,85,850
charges
13,80,000 By Income-tax refund 5,450
= taffisalary (principal ¥ 5,000, interest
T 450)
- By |[Dividend from units of UTI 10,500
To |Clinic consumables 1,10,000|By e

CA Bhanwar Borana



90,000 By

|To Ad'mini_str,a'tive-'expenses 2,55,000|By
To |Amount paid to Scientific 1,50,000

research association
approved u/s 35
To |Net profit 4,40,400
99,63,800

(i) - Rent paid includes < 30,_050 paid by cheque towards rent for her residenti
Surat,

(i) Clinic equipments are:
1.4.2024 OpeningW.D.V. -7 9,00,000

7.12.2024 Acquired (cost) by cheque - 7 2,00,000

(i) Rent received relates to residential house p

roperty situated at Surat.
Value 7 27,000. The municipal tax of 7 2,000
included in “adminis

Gross Annyg)
» Paid in December, 202
trative expenses".
(iv) She received salg

ry of ¥ 7,500 p.m. from "
included in the "consultation and medica| cha
(V) Dr. Niranjana ay

ailed a loan of < 5,50,000 Or higher educati
daughter. She repaid principal of 2 1,00,000, '
Previous year 2024-25.

Full Cure Hospital" which hag not been
rges".

been Paid by cheque on 27th March, 2025 for her
€ premium.
From the above, Compute the totg| NCome of Dr, St Niranjana for the A
the defaylt tax regime and optiona] ta '

i 2025-26 under
the norma

| provisions of the Act.
Computatiop of tota] income of Dr, Niranjana for A.y, 2025-2¢6 under defay]t ¢4 regi
. X regime
18B Particulays ¢ T ¢
--.ﬁ_____‘-——-—_ﬁ___ﬂ_‘_;ﬂ_,.._,. e = .____H———ﬁ_._ﬁ__;--u_______
I Income from Salary
Basic Salary (z 7,500 x 12) 90,000
Less: Standarg deduetion /g 16(ia) 75,000 15,000
I Income from hoyge Property
Gross Annual Valye (GAV) 27,000
Less: Municipa| taxes paiq 2,000
I RO
Net Annual yyjy, (NAV) 25,000
Less: Deductiop W/s 24(@309/, of ¥ 25,000 7,500 17,500
=t il
111 Income from Profession
Net profit ag Per Income g Expenditure 4.40.400 A




T

| Less: Items of income t :
separately me o be treated "

IV

“Income from house property”)

(ii) Dividend from units o
its of UTI
under the head “Inco?ne fro paBne
sources”) i other

(ii1) Winning from
game show on T
21‘ TDS) - taxable under the hes;:.(nel
Income from other sources’

(iv) Income tax refund

Less: Allowable expenditure
Depreciation on clinic equipments
on ¥ 5.00,000@15%

on T 2.00,000@7.5%

(On equipments acquired during the year in
December 2024, she is entitled to
d}&prccialion @50% of normal depreciation
since the same are put o use for less than ’
180 days during the year)

Add: Ttems of expenditure not Allowable

while computing business income
research

(i) Amount paid to scientific
(not

association approved ws 35
allowed under default tax regime)
esidential ;u:conmmdaiion

(i) Rent for her ¢
Income and Expenditure

included in
Alc

(i1) Municipal
residential
adminislrati

relating 10

tax paid
ncluded in

house at Surat 1
ve expenses
Income from other sources

(a) [nterest on income-tax refund

d from UTI {tuxablc in the

{ unit holders)

¢ from TV Bame

(b) Dividen

hands ©
show (X

(i) Rentreceived (taxable ““-dﬂ'i-tﬁe.'head L

(c) Winning

35.000 + 7 15,000)

[ lh-.i‘ﬁ_;l ll.Jl]l f!'m:i
w0 |
10,500
35,000
5.450 77,950

3.62,450
75.000
15,000 90,000
272,450
150,000
30,000
2000| 1,582,000
1o o RS
450
10,500
T 50,000

k-

454,450




Gross Total Income .
Less: Deductions under Chapter VI- A:
(a) Section 80C [Not allowed under default

tax regime)
(b) Section 80D [Not allowed under default
tax regime]
(¢) Section 80E [Not allowed under default
tax regime]
Total income
Computation of total income of Dr. Niranjana for A,y 2025-
Act
Particulars

Gross Total Income as per default tax regime

Add: Deduction /s 16 (ia) allowed only 50,000 in normal
provisions

Less: Items of expenditure allow
business income under normal proy

deduction is allowable in respect of the amoupt paid to

scientific research association allowable under normal
Provisions of the Act.

able while computing

1,50,00
isions of the Act 100% ’

—— |
| Gross Total Income ag PErnormal provisions of the Act

4,22.90¢
| Less: Deductions under Chapter VI-A:
(a) Section 80C Tuiti

on fee paid to y
; education of hey
|

iversity for fill time
daughter

1,00,000
(b) Section 80D -Medical
|

[nsuruncc
allowed since she is a senio

premium  (fy ly 28,000

I Citizen)
(¢) Section 80F Interest op loan takep

higher education i deductible
Rt

55,000 1,83.000
—-—-—_.________-=._._______1_
Total inmN
Notes: \

2,39,90()

)
(i) The principal amount recejyeq
lotal income. Interes receive

for

towards i|1tmnc~i:nx refun

d will be excluded from col
d will be laxed under the he

ad “Income from other soure
from game show o - d be grossed up for the chargeability under the heaqd
“Income from other soureeg (¥ 35,000 + T 15,000). Thereafter, while computing tax liability,
TDS of 7 15,000 shoulq be deducteqd L0 artive at the ta

subject 1o 1ax (@30

X payable. Winnings from game show are
Y0 as per Section | | SRR,

Nputation of
(ii) Winnings

es”

T —
.

(iii) Dr. Niranjana wou
as she owns g hous

Question 4

Id not e eligible

for deduction u/s 8
€1in Suray 4 place

0GG under normal Provisions of the Act,
Where she is residi

Ng as well as carrying on her Profession,




B NS, Eurvl, aged 9oiye

1 (]
accounts on cash basiz.. ?-{:
2025 reads as follows:

r Income ande[rgid Accountant in practice. She maintains nel
penditure account for the year ended March 31,

ST e
Salary to staff - 7 50.6 : Income \ g
L " 0 F : '
Stipend to articled 137 002 Fees eamed:
Assistants | S
. Taxati ;
Incentive to articled 13.000 Caxatuon SIS
Assistants ' ?nsuttancy
Dividend on shares
of X Ltd., an Indian
company (Gross)
Office rent 12,24,000 (Income from UTI
: : (Gross)
Printing and stationery 12,22,000 | Henorarium
received from
various institutions
for valuation of
answer papers
Meeting, seminar a”dl 31,600‘Rent received from
conference | residential flat let out
burchase of car  (for| 80,000 |
official use) | |
Repair,  maintenance ! 4.000 ||
and petrol of car I \
s |
Travelling expenses | 5,25,000 '|
Municipal tax paid in| I|
respect of house | 3,000 ||
| property ' |
|
Net Profit | 9,28,224 |I
57,17,824| -

is 15%.
he course of profes
t paid to two @

Other Information:
(i) Allowable rate of depreciation on motor car
(i) Value of benefits received from clients during t
icled assistants represent amoun

mediate Examination at first attempt.
of car include X 2 000 for the period from 1-10-2024 to 30-

sion is % 10,500. :
rticled assistants for

(iii) Incentives 1O art

passing CA Inter

(iv) Repairs and maintenance
09-2025.

(v) Salary includes *

professional assignment. s

(viy The travelling expenses include expen .

o 5 | |

pare gl Je ium on the health of dependent brother ‘and major son ; \

COlE nd Z 10,000, respectively, paid in cash.

vii) Medical [nsuran
% dependent on her amounts t0 7 5,000 @

7 30,000 to a computer speciallet in cash for assisting Ms. Purvi in one |
iture incurred on foreign tour of 32.000 which §

rand

CA Bhanwar Bo



f 0.00 i ‘Natlénal J. i
» has pald ¥ 70,000 towards advance 'tax@duﬂng‘i;.m:;f. ;
-"the'-'—totﬁl ’Int‘:ﬁtﬁ"e and tax payable by Ms. Purvi for
iclal manner.

& g r.}! .
. Y. 202526 y
:Cﬁmputaﬂon of total income and tax payable by Ms. Purvi for the A.Y. 202 B
tax regime u/s 115BAC g

re——— T

B =R T S e
=S e RS L
. ‘l']“”" L " o *
== e —

Inme from house property (See Working Note 1)
Profit and gains of business or profession
(See Working Note 2)

Income from other sources (See Working Note 3)
Gross Total Income

S -

10,11,944_
Less: Deductions under Chapter VI-A [not allowable under default i
tax regime] 10,11,944
Total Income B
Total Income (rounded of f) ———M
Tax on total income

Upto ¥ 3,00,000 Nil

$3,00,001 - ¥ 7,00,000 @5% 20,000

¥7,00,001 -2 10,00,000 @10% 30,000

¥10,00,001 - 7 10,11,940 @ 159, 1,791 51,791
Add: Health ang Education cess @ 4%, e 2.072
Total tax liability A
Less: Advance tax paid 53,863
Less: Tax deducted at source on dividend Income from an Indjan 1.052 70,000
Company u/s 194 ’

Tax deducted at source on

Income from UTI u/s 194K
Tax Payablei’(Refundahle)

760
Tax Payab]ef(Rcfundablc

1,812

) (rounded offy M

—_—

. (17,950)

- . S
Computation of total income ang tax payable under normal pr

e AN R e AP

ovisions of the Act
1 T
Particulars ?
Gross Total Income

4 .
10,11,944
[Income under the “Income from house Property™ “Profits and gains
from business Or profession” and “Income from oth
remain the same

€I sources” would
> Out of the default tax regime

Less: Deductions under ¢
Total Income

10,000
\\

Total Income (rounded off)
Tax on tota) income




00 @5%
00,00 2 10,00,000 @20%
% 10,00,000 — 10,01,940 @ 30%
Add: Health and Education ce,sg @ 4%
Total tax liability :
Less: Advance tax paid
Less: TDS uw/s 194 on dividend
TDS u/s 194K on income from UTI

Tax Payable
Tax Payable (rounded off) K

the regular

is tax ref
there is tax refundable under default tax regime ws 11SBAC and tax payable und
naer
der default

ns of the Income-tax Act, 1961, i
3 Lt 3
Ws 115BAC. it would be beneficial for Ms. Purvi to pay tax un

Since
prOVlSlO
tax regime
working Notes:

(1) Income from House Property

Particulars

Gross Annual Value ws 23(1)

Less: Municipal taxes paid

Net Annual Value (NAV)
/o of NAV
been taken as the Gross Annual V

Fair Rent and Standard Rent.
g of Business or Profession”

Less: Deduction w's 24(@30°
alue in the absenc

Note - Rent received has
relating to Municipal Value,
(2) Income under the head P
Particulars

rofits & Gain

Net profit as per Income and Expenditure account
Add: Expenses debited but n

ot allowable
cialist in cash disallowed w/s 40A(3),

mputer spe
Z 10,000

(i) Salary paid to co
ayment exceeds

since such cash p

(i) Amount paid for purchase of car is not allowable Ws 37(1) since
it is a capital expenditure

(ii) Municipal taxes paid in respect of residential flat let out

Add: Value of benefit received from clients during the course of

: ble as business income /s 28(iv)]

profession [taxa
i he.ad:




ig1
-l

r

S e e e e e T ey

P RTETEI T
i
Income from UTI (taxable under the head
sources")
'ﬁﬂ)l‘lonmrium for valuation of answer papers
;ﬂv) Rent received from letting out of residential flat

.l.*”? ;
‘ﬁt'

Less: Depreciation on motor car (@ 15% (See
Note (i) below)
— e
Notes:
(i)

It has been assumed that the
previous year and hence,
Note: Alternatively, the question ca
for less than 180 days and accor
second proviso below
Incentive 1o articled
deductible y/s 37(1).
Repairs and mainten
4mounting to ¥ 1.0

motor car was put to use
full depreciation @ |5

n be solved by
dingly, only 50¢
section 32(1)(ii).

assuming that
o nf‘dcprcuialmn
(1) assistants for passing CA Intermediate exam
(1) 4nce paid in advance f;

ir th
0is allowable since

€ peniod 1.4.2025
Ms. Py

Irvi 1s

(iv) 2 32,000 expended on foreign
connection with her professior
expenditure account

() Income from other g

our 15 allow able

1l work. Since
» N0 further adjustm

as deduction ass

it has already
CDLIS required
ources

—

—

Pnrticulnrs
Dividend on sha

res of x Lid., an Indian ¢o
sharcholdcrs}

Income from UT] (taxable ip the h

ands of upjy huldcrsl

answer papers

Hon-:)rarium for valuation of

(4) Deductin under Chapter \-’_I_-.-\-
'3 l’arliculars
5 ROC {lu\fu&lmcm

[)cduclmn u/
below)

Tota) deductioy unde

In NSC) [)uducnnn u's

r Chapter VI-A

—

Notes:

mpany (taxable under

“Income from other

for more

o has been provided

ollowing the ¢

Mpany (taxable in the

I__——~—~__._‘___.

mo
wWo

lor car has
uld be ajjo

Ination in thejr first attempt jg

10 30.9.2025 Le. for 6 months

ash system of accounting,
u

ming that it was incurred ip
b

cen debited o income and

hands of |




- (i) Premium paid to i
VT insure the health of : PP ;
lsra’dependen I % ) bmthel' is not eligibl: iom s . even X
(i) Premium Pni;’ti“:;:t:)r? :?rhm RO deg:ﬁﬁi’t;o;g?f?‘;ﬁ;r 5::23’ o
[ : e ; o
. e Sdent lincs pavIoat s :1:22 ;:11' é::i]‘or son is not eligible for deduction, even thou

';Q'uestion 5

Mr. Y carries on his ow i
n business. An analysi i i | ear
ended 31-3-2025 revealed the following inforriztgn?‘s teding A A

(1) The net profit was ¥ 11,20,000
2 ing i .
(2) The following incomes were credited in the profit and loss account:
(a) Income from UTI ¥ 22,000 (Gross)
(b) Interest on debentures X 17,500 (Gross)

(c) Winnings from horse races Z 15,000 (Gross)
(3) It was found that some stocks were omitted to be included in both the opening and

closing stocks, the value of which were:
Opening stock X 8.000. Closing stock X 12,000.

t, being contribution to 2 University &

(4) < 1,00,000 was debited in the profit and loss accoun
approved and notified u/s 35(1)(i). &
(5) gegag includes ¥ 20,000 paid to his brother which is unreasonable to the extent of X ﬁ"
500. i
(6) Advertisement expenses include 15 gift packets of dry fruits costing % 1,000 per packet
presented to important customers.
(7) Total expenses on car was 7 78,000. The car was used both for business and personal
purposes. 74th is for business purposes.
& Co., a goods transport operator

enses included X 30.000 paid to A
25 for distribution of the company's
ks was % 55,000. Dep

product to the warehouses. Il

(8) Miscellaneous exp
in cash on 31-1-20

(9) Depreciation debited in the boo
tax Rules, 1962 was Z 50,000.

00 debited in the books.

# 15,000 debited in the books. AT

reciation allowed as per Income- &

(10) Drawings of 10,0

(11) Investment in NSC .
Compute the total income of Mr. Y for the assessment year 2025-26 under optional tax '-_] &
regime as per normal provisions of the Act. o
Answer 5
Computation of total income of Mr. Y for the A.Y.2025-26
P#_,__——.d,____,______;____ :
Particulars
= on (See Working Note 1 below)

Profits and oains of business Of profess!
[ncome from other sources (See W orking Note 2 below)

Gross Total Income

30C ( [nvestment in NSC)

[ess: Deduction u/s

otstineome _____——



Xpenses of fevenue natyre
‘ €, namely,
Incurred wholly ang exclusively for usines s
u/s 37,

SINESS purpose
(i1) Disallowance u/s 40A(3) IS not attracy

ed in respect of
Co., a goods transport Operator, Since. i

€, In case of pa

gift of dry fruits to Important ¢y
s. Hence, the same is allowab]e as

cash payment exceeding ¥
yment made for plying, hi

tomers, is
deductian

10,000 to 5 ¢
ring or ieasing_

AR - - = e t T . |
‘ Hétpmﬁtaﬂpﬂ e Account but not 8 |
Pz . ecount -~
Add: Expenses debited to profit and loss k i!
| allowable as deduction ' ol
: t considered 2,500 o
Salary paid to brother disallowed to the exten ; &
unreasonable [Section 40A(2)] s i |
: wable s
Motor car expenses attributable to personal use not allo '
(X 78,000 x %)
: ot faccount 55,000
Depreciation debited in the books of acc
Drawings (not allowable since it is personal in nature) [See Note 10,000
(iii)] |
Investment in NSC [See Note (iii)] 15.000 1,02,00¢
12,22,00[}
Add: Under statement of closing stock 12,000
12,34.009
Less: Under Statement of opening stock 8.000
Less: Contribution o a University approved and notified y/s .
35(1)(ii) is eligible for 100% deduction Since whole of the actua]
contribution (100%) has been debited to profit and Joss account, no
further adjustment i required.
_-_-_-_______'———______‘
12,26.000
Less: Incomes credited to Profit and Jogs account but not taxable
as business income
Income from UT] [taxable under the head “Income from other 22,000
sources”]
[meresiﬂun debentures (taxable under the head “Income from other 17.500
Sources”)
Winnings fff’!{n horse races (taxable ynge, the head “Income from
other sources )
15,000 54.500
—-—-_.________ﬁ__--=_______:___=_____
- 11,71,500
Less: Depreciation allowab|e under the Income-ay Rules, 1962
(1) Advenisemenle




: 0{}0 It hus been assumed tha
, in the smd ﬁgu:e 0
depreciation (i.c., 75% for business purposes) has been included i in respect mo

| Computation of “Income from Other Sources”

T _—

Dividend from UTI

Interest on debentures

Winnings from races

Questlon 6
Balamurugan furnishes the following information for the year ended 31-03-2025:
Particulars : ﬂ_'j ::’Pﬂ _

Income from textile business (1,35,000)
Income from house property (15,000)
Lottery winning (Gross) 5,00,000
‘ Speculation business income 1,00,000
Income by way of salary (Computed) 2,70,000
07/2024] 70,000

Long term capital gain u/s 112 [asset transfer on 10/
e tax obligations under default tax regime

Compute his total income, tax liability and advanc

u/s 115BAC.
Answer 6
Computation of total income of Balamurugan for the year ended 31.03.2025
i Particulars 4 K
Salaries 2.70,000
Less: Loss from house property (Cannot be set off against income - 2,70,000
under any other head)
Profits and gains of business or profession
1,00,000

Speculation business income

Less: Business loss of Z 1.35,000 set-off to the extent of ¥ 1,00,000 (1,00,000)
Nil

-

Balance current year business loss of ¥ 35, 000 to be set-off against

long-term capital gain

Capital Gains
70,000

Long term capital gain

_CA Bhanwar Borana



‘Balance current year business loss set-off
-y Longtem capital gain after set off of business loss
Iiwfdﬁie- from other sources

Total Income

Computation of tax Iiabilit_y fqr AY2025-26 5

P& _ Particulars

On total income ot‘ <2,70,000 (excluding lottery winning and LTCG)

On LTCG of ¥ 5,000 (@20% (balance unexhausted basjc €xemption limit of 30,000
can be adjusted against LTCG taxable u/s | 12)

On lottery Winnings of ¥ 5,00.000 @ 30%

Add: Health angd Education cess (@
Total tay liability

4%

The assessee need not pay

15 below the basic Exemption limi

> Ol advance (g whic
> CUC, the entire (g should pe paid by
234C(]} Would

aid by 3]st March, 2(p5 The fi
€ alfracted only in cage of “
4B. In this case, it hag been

from lottery inco;

o Lottery winnings (Gross)

1s less than

Accountant.
-25.

al source y/g 194B has been fully deducted
ne. Since the rmmimng tax liabilil}- 0f ¥ 1,040 (3 1,57,040 — ¢ [,50.0{}0)
4 10,000, advance tax liabilily IS not alfracted.
Question 7

Mr, Rajiv, aged 50 years, g resident individyay and Practicing Chartereq
furnishes You the reCeipts anq Payments dccount for the financia year 2024

Receipts and Payments Account
_—_-'"—-—-____ &—H——‘__HHHH_

Receipts 4
\_ =2
Opening balance {1-4-2024) 12,000 Staff Salary, bonys and stipenq 21
Cash on hand ang at Bank to articleq clerks
Fee from Professiong S€rvices 59,38,000 Other administratiye expenses
(Gross)
Rent 50,000 Officq rent
Motor car o, from Cangrg 2,50,00 ' '
*000 | Housing loan repaid to SBI
Bank (@ g9, p.a.) (includes interest of 88,000)
Life insurance Premium (10%
of sum assured)




Answer 7

Following further information is

(1)

residential use at a mon

(2) Motor car was put to use
(3)
Furniture & Fittings
Plant & Machinery

car use is for personal purpose. No car |
The written down value of assets as on

L

|Jan. 2025 by Alc pa
cheque) |
Medical insurance ~premium|

62,50,000

-

given to you:

He occupies 50% of the building for own resi
thly rent of ¥ 5,000. The b

year 1997-98, when the housing loan was taken.
both for official and personal purpose. One

oan interest was paid during the year.
1-4-2024 are given below:

(Air-conditioners, Photocopiers, efc.)

Computers

Note: Mr. Rajiv follows regularly the ca
al income of Mr. Rajiv
f the default tax regime u/s 115BAC.

Compute the tot
has shifted out 0

Computation of total in
Particulars

Income from house property

Self-occupied
Annual value
Less: Deduction ws 24
50% of T 88,000 = 44,000 but lim

(b) Interest

Loss from self nccugied property

CA Bhanwar Borana

come of Mr. Rajiv for the assessment year 2025-26

(for self and wife)(paid by Alc

Payee cheque) i[ash )
Books bought on

1.07.2024 (annual publications

by Alc payee cheque)

Computer acquired on
111.2024 by Alc payee

cheque (for professional use)

Domestic drawings

Public provident
subscription

Motor car maintenance

Closing balance (31.3.2025)
Cash on hand and at Bank

fund

30,000

2,72,000
20,000

10,000
19,15,000

62,50,000|

% 60,000
¥ 80,000

% 50,000

sh system of accounting.
for the assessment year 2025-26, assumi

dence and let out the balance for
uilding was constructed during the

-fifth of the motor

ng that he |
sMal |

3 <

on housing loan
ited to

Nil

30,000

(30,000)




| Letout property
" | Annual value (Rent receivable has been

taken as the annual value in the absence of other
information)

Less: Deductions w's 24 30% of Net Annual Value

18,000

Interest on housing loan (50% of ¥ 88,000) 44,000 62,000 (2,000)

Loss from house property

Profits and gains of business or Profession

Fees from professional services 59,38,000

Less: Expenses allowable as deduction Staff salary.|  21.50,000

bonus and stipend |
Other administrative expenses 11,48,000

Office rent 30,000

Motor car maintenance (10,000 x 4/5) 8,000

Car loan interest - not allowable (since the same has Nil|  33,36,000

not been paid and the assessee follows cash system of

accounting)

26,02,000

Motor car Depreciation 7 4,25,000 x 7.5% x 4/5 25,500

Books being annual publications@40% 8,000

Fumniture and fittings@10% of Z 60,000 6.000

Plant and machinery@15% of 80,000 12,000

Computer@40% of 7 50,000 20,000

Computer (New) Z 30.000 (@ 40% x 50% 6,000 77,500

Gross Total income HE%
Less: Deductions under Chapter VI-A

Deduction u/s 80¢

Housing Joan principal repayment 1,00.000

PPF subscription 20,000

Life insurance premium 24.000

Total amount of 2 144,000 is allowed as deduction 1,44.000

since it is within the limit of 2 1,50,000

Deduction u/s 80D P
Medical insurance premium paid T 18,000 18,000 1.62.000
Total income %

- D — L
i Question 8

From the following details, compute the total income and tax liability of S-‘ddhant aged 31
years, of Delhi both as per section 1 15BAC and as per the reg !

{ ular provisions of the Income-
tax Act, 1961 for the A.Y.2025-26. Advise Mr. Siddhant whether he should Opt for section
115BAC:

R Particulars
Salary including dearness allowance
Bonus




== q
articulars , 1 = 5{:511‘
I e . 3 Wl

l f i,. ‘ , 12.

Rent paid -
— pp - bby Siddhant for his accommodation
al vy the empl 4
2 i atove fat ployer for gas, electricity and water provided free of cOst\ i‘?ok
: 00\

Siddhant purchased

: a flat in a co- i i

50771 Which: wacf co-operative housin i I [

: L g society in Delhi f i i

1,60,000@15% interestmlzq?sdoay a lpan from Life Insurance Corp;;t?io‘tfz%o?r?d‘iz A‘:mi '

for % 2.50 000 to whomr i fla?:rz\;";gs of ¥ 65,000 and a deposit from a nationalized t(;ank :

ol iven on lease f :

= Mwa.s‘? 3,500 per r.nomh. The following panicuI:rsoa:r:eepe?;ialars{' The et PSR SR
unicipal taxes paid by Mr. Siddhant ¥ 4,300 (per annum) .

(d) Ln g:je year %?,21-2-2' he had gifted 30,000 to his wife and 20,000 to his son who was |
g ; e gifted amounts were advanced to Mr. Rajesh, who was paying |

interest@19% per annum.
(e) Siddhant received a gift of ¥ 30,000 each from four friends.

(f) He contributed % 50.000 to Public Provident Fund.

Answer 8
Computation of total income and t
for the A.Y. 2025-26

|Salary Income
e oo o S RN L

|| Salary including dearness allowance

e
[ Bonus

i—__'—_—_ = I e
Value of perquisites:

(i) Salary of servant

ax liability of Siddhant under default tax regime u/s 115BAC

| (ii) Free gas, €l

L=

| [ 4.73.000
= o '| | 75.000

L.'L‘ll'icil} ;l]'ui walter 7
|
& e it

| prrefinaee o - o sni il
|| [ ess: Standard deduction u__lin_:i} PR |
| . e s
|| Incomeé frﬂljl_f[*_ﬂ_{*_f_l_"_"j[}*_‘[‘;_ i tes === “""“"—_\T-’Tr_'
F_'_—_____“ e (GAV .t receivable 18 taken as GAV In the
| Gross Annual value (GAV) {RL.n_i rece j

(Z 3,500 x 12) __f___________\f

1er information)

[absence of ofl
| = N

|I¢_ﬁ,\_: ;\.-lltllit'iiﬁiil_'_i'_-‘i_kf-“_l_"’f‘_iil___ LaTeE s
} Net Annual \-"'%1“_11-'_{;J-'i"_\_"r_}______d__-—--————-—-—————““_______—_F
rE:: Deductions w/s 24— -———«—————%ﬂ =
___————--""__-_ 5
N 30% of NA \Y _ r______,___--f«——ff*_*“‘_‘”“
W Bk [IC @ 15% of ¥ 1.60,000 ISL’C Note 2| 3

J(ii) [nterest 0N loan from

[ 24,000




Computatioy of tota]

income and
under norma| Provisions

of the Act

| Income from speculative business ?—;66'
Tﬁcome from share speculation business el 5%
. - lation business set-off to the 2,700|
| Less: Loss of ¥ 4,200 from cotton specula { |
A - () - i
extent of ¥ 2,700 I " — I!‘Hlll
: - :ulation business has to be SN
. s of T 1,500 from cotton specu e |
E::;:;ef;:\iard to the next year as it cannot be set off against any other |
head of income. | \\: |
Income from Other Sources N j
(i) Income on account of interest earned from hd-:rancing money giﬂed 3,800 e
to his minor son is includible in the hands of Siddhant as per section
64(1A) [Exemption u/s 10(32) would not be available]
_—'_—-——___
(ii) Interest income earned from advancing money gifted to wife has to - e
be clubbed with the income of the assessee as per section 64(])
5.700
(ii1) Gift received from four friends (taxable u/s 56(2)(x) as the aggregate =
amount received during the year exceeds ¥ 50,000) 120,000 1.29500
Gross Total Income h“"‘“‘"m
Deduction /s 80C [No deduction under Chapter VI-A would be allowed e
as per section | ISBACQ]] g
il
M % vor TN
\ 5,29,.89)
Tax on total income (5% of 7 2,29 8o
Less: Rebate u/s 87A, since tot
Tax liability




Question 9

Answer 9

CA Bhanwar Borana

| Tax liability (Rounded off)

Since his total income a |
- - s isi . | |
eligible for rebate u/s 87A per the normal provisions of the Act exceeds ¥ 5,00,000, he would not be:

Since Mr. Sidd : . _
beneficial for hitr?:; ‘;J:C:L t:l;iiito tp}:‘ay any tax under default tax regime ws 11SBAC, it would be
Notes: by se the option of shift out of the default tax regime for A.Y.2025-26.

(;} ll'1s assumed that the entire loan of ¥ 1,60,000 is outstanding as on 31.3.2025;

gla)tici:;f'e ?gdhﬁ“!’os own flat in a co-operative housing society, which he has rented out to a

Eim lzl?' e also in Delhi, he is not eligible for deduction u/s 80GG in respect of rent paid by

ded or his accommodation in Delhi, since one of the conditions to be satisfied for claiming

p;-m’ucllon u/s 80GG is that the assessee should not own any residential accommodation in the same
el

Ramdin, aged 33 years, working as Manager (Sales) with Frozen Foods Ltd., provides the
following information for the year ended 31.03.2025:

— Basic Salary ¥ 15,000 p.m.
— DA (50% of it is meant for retirement benefits) ¥ 12,000 p.m.
— Commission as a percentage of turnover of the Company 05% §=
— Turnover of the Company 50 lacs
— Bonus ¥ 50,000
—  Gratuity 3 30,000
_  Own Contribution to R.P.F. 30,000
— Employer’s contribution to R.P.F. 20% of basic salary
¥ 15,000

Interest credited in the R.P.F. account @ 15% p.a.

Gold Ring worth ¥ 10,000 was given by employer on his 25th wedding anniversary.

Music System purchased on 01.04.2024 by the company for X 85,000 and was given to

him for personal use.
_ Two old light goods vehicles owned by him were leased t0 a transport company against §

the fixed charges of ¥ 6.500 p.m. Books of account are not maintained.
_ Received interest of X 5.860 on bank FDRs on 24.4.2024 and interest of X 6,786 (Net)

from the debentures of Indian Companies on 5.5.2024.

— avment by cheques of 15,370 towards premium on
e i rance policy for self and spouse.

7 22.500 for Mediclaim Insu o
[ 7 50,000.
.~ NSC 7 30,000 and in FDR of SBI for 5 years 3 oU,
K" u/s 80G and of X 5,100 to Prime

instituti d
= ' 7 11,000 to an institution approve
D(')n'atnopsch;ftional Relief Fund were given during the year by way of cheque. |
e e thereon for the AY. 2025-26. Assume [Rsahr;'ngr;

- come and tax payabl :
I'Cl;;smepxl‘gfciz}:dt?htgl olption o shift out of the default tax regime u/s 115BAC.

Life Insurance policies and




;".‘.

P Dearness Allowance (% 12,000 x12)
~ |Commission on Turnover (0.5% of ¥ 50 lacs)

Bonus

Gratuity (See Note 1)

Employer’s contribution to recognized provident fund

Actual contribution [20% of T 1,80,000]

Less: Exempt (See Note 2)

Interest credited in recognized provident fund account @15% p.a.
Less: Exempt upto 9.5% p.a.

Gift of gold ring worth ¥ 10,000 on 25th wedding

anniversary by employer (See Note 3)

Perquisite value of music system given for personal

use (being 10% of actual cost) i.e. 10% of ¥ 85.000
Less: Standard deduction u/s 16(ia)

Profits and Gains of Business or Profession

Lease of 2 light goods vehicles on contract basis against fixed charges
of ¥ 6,500 p.m. In this case, presumptive tax provisions of section
44AE will apply i.e. T 7,500 p.m. for each of the two light goods
vehicle (¥ 7,500 x 2 x 12). He cannot claim lower profits and gains
since he has not maintained books of account.

Income from Other Sources

Interest on bank FDRs

Interest on debentures (¥ 6786 x 100/90)
Gross total Income

Less: Deductions under Chapter VI-A
Section 80C

Premium on life insurance policy
Investment in NSC

FDR of SBI for 5 years

Employee’s contribution to recognized provident fund
Section 80D — Mediclaim Insurance

"
36,000
33,240
15,000
9,500
10,000
8,500
4,55,760
50,000
4,05,760
1,80,000
5,860
b e ) 13,400
5,99,160
15,370
30,000 :
50,000(
30000(




“Tax on total income
Income-tax [$% of ¥ 1,90,690 (i.c., T 4.40,690 — ¥ 2,50,000)
Add: Rebate u/s 87A, since total income does not exceed  5,00,000 stz e
Tax linbility e
Less: Tax deducted at source (T 7,540 - X 6,786)

Net tax refundable
Tax rcfundablg (rounded off) 750
Notes:

I. Gratuity received during service is fully taxable.

2. Employer’s contribution in the recognized provident fund is exempt up to 12% of the salary i.e.
12% of (Basic Salary + DA for retirement benefits + Commission based on turnover) =12% of
(T 1.80,000+ (50% of T 1,44,000)+ X 25.000) =12% of 277,000 =% 33,240

the sum in excess of T 5,000 is taxable in view of the

2.200] that such gifts upto T 5,000 in the aggregate

it would be taxed as a perquisite. As per this view,
Income from Salaries would be %

3. An alternate view possible is that only
language of Circular No.15/2001 dated 12.1
per annum would be exempt, beyond which
the value of perquisite would be ¥ 5,000. In such a case the

4,00,760.

4. Deduction u/s 80G is computed as under:
r Particulars 1 __Fr%_j_;ﬁ
Donation to PM National Relief Fund (100%) 5,100
Donation to institution approved ws 380G (50% of T 11,000) (amount contributed I
[11.000 or 10% of Adjusted
\'Total Income i.e. T 45,129, whichever is lower) 5,500
10,600

Total deduction

Adjusted Total Income =
4,51,290.

Question 10
From the following particulars furnished by Mr. X

requested to compute his total income and tax paya
asguming that he has exercised the option to shift out of the default tax reg

(a) Mr. X retired on 31.1 22024 at the age of .5& after putting in 26 years and 1
service, from a private company at Mumbal.

' d ho
was paid a salary of X 25,00.0 p.m. an :
2 g;d rentpof Z 6,500 p.m. during his tenuré of service.

| | 50,000. He was coV
' t, he was paid a gratuity of T 3,50,000.
& g:atrﬁi:t';ex‘inw. X had not received any other gratuity at any po

than this gratuity.

(d) He had accumulate
was encashed by Mr.

Gross Total Income Deductions u/s 80C and 80D=% 5,99,160 % 1,47.870 =X

for the year ended 31.3.2025, you are

ble for the assessment year 2025-26,
ime u/s 115BAC.

month of

use rent allowance of Z 6,000 p.m. He

ered by the payment of
int of time earlier, other

| ' ' ice; this
annum during the period of his service;
dleavs 8 15 Lo tirement. A sum of 7 3,15,000 was received

X at the time of his re

war Borana




this regar His average salary for last 10 months
=t e : 1 - um' BN

allowed 30 days leave perannum. 4 o

r retirement, he ventured into textile business and incurred a loss

~ period upto 31.3.2025. et A0

. (f) ‘:Vlr X has deposited ¥ 1,00,000 in public provident fund.

Answer 10

Computation of total income of Mr X for A.Y.202§~6 o

 Particulars = |
Income from Salaries .
2.25,000%
Basic salary (% 25,000 x 9 months) =l
House rent allowance:
; 1 54,000
Actual amount received (Z 6,000 x 9 mont 1s) -
6,000 '
Less : Exemption u/s 10(13A)(Note 1) 36,00 18,000
Gratuity:
Actual amount received 3,50,000
Less: Exemption u/s 10(10)(i1) (Note 2) 3,50,000 -
Leave encashment:
Actual amount received 3,15,000
Less : Exemption u/s 10(10AA) (Note 3) 2,45,000 70,000
L—L____ﬁ_h_____ﬁ
Gross Salary 3,13,000
S
Less: Standard deduction u/s 16 ia) 50,000
2,63,000
Profits and gains of business o profession
Business loss of < 80,000 to be carried forward as the same cannot
be set off against salary income Nil
i
Gross Total inco
e 2,63,000
Less: Deduction u/s 80C
Deposit in Public Provident Fund
Total income -—-—-1_199’99?_
Tax on total income (Nil, since it is lower than the basjc exemption 163,000
- 5 -__-_--'_'_'—-——______
limit of 2,50,000) 3
Nil
Notes: —‘“\-—““*-f“--——-___‘_
(1) As per section 10(13A), house rent allowance
following thy,

€€ amounts:

=

(i) HRA actually recejyed (X 6,000 x 9)
(ii) Rent paid in excesg of 10% of salary (% 6,500 -2 2,500) x 9 months
(iii) 50% of salary

(2) Gratity of 3,50,000 i exemptu/s 10(10)(ii), being the minimunn of the following




GRS A b AT B A v 6

(i1) Half month
salary for eac SN
years] cach year of completed servi e
:rvice [(R 25,000 x 15/26) x 26 3 :
| 3,75,000

(ii1) Statutory limit
20,00,000| 8

——

{3] L\. e encas 1
cave encashment is exempt upto the le

it

(1) Actual amount received

ast of the following:

(i1) 10 months average salar e
s average salary (¥ 24,500 x 10)
(11i) Cash equivale ) '
alent o availed leav
for c\'cr'l\.- e 1_\ i tmd;\ tu'luq leave calculated on the basis of maximum 30 days
y year of actual service rendere ] o,
e . : red to the employer from whose service he
retired (See Note 4 below) B - i

3.00,000|

(1v) Statutory limit

(4) Since the leave entitlement of Mr. X as per his employer’s rules
service and he had accumulated 15 days per annum during the peri
availed/taken the balance 15 days leave every yecar.

r E Lt — e —

is 30 days credit for each year of
od of his service, he would have

on the basis of 30 days for every

! |Leave entitlement of Mr. X
{ by him to the employer

vear of actual service rendere ¢ [ T8
year of actual service renderec = 3(0) days/year X 26= T80 days

Less: Leave taken availed by Mr. X during the period of his
- 15 days/year x 26=390 days

serv ice
Earned leave to the credit of Mr. X at the time of his 390 days

retirement
e b P O |
Cash equiy alent of L-'i'.‘.'|](_li-1 leave 10 the L'l'\..'L].il of Mr. X at the — 390 x 7 24 500 130= 7 ,3..1'6‘}.(!0\
time of his retirement ey P P . 3
Quastion 11
t Mumbai. Rosy got married in 1982 and

. born and brought up 2

t married and Both of them are

re sisters
vious year ended

v and Mary a : -
Rosy and Man settled in Mumbal.

settled at Canada since 1?}?3.2. Mary got nal and s ity
below 60 years. The following are the details of their income for P o
31.3.2025: st -—--——--—--———-———————\———————)\— i
T Tl ' Rosy Mary |
particulars | |
S. No. | : | ; |
e r—————————‘r——~————ﬂl
. atate GOVe | 50,000
— Sanaiol -eceived from State Government | OO". |
1_ I ensiv | 2LEIVEM . II 20 0 | i |
3 . - - 1 i II I
sceivel Canadian Governmen | | |
2 Denslon received from | el
2. Pensioi ital gain on sale of land at Mumbal ||| ‘1,00,000\ |
e _term capi@d ye € | | |
3 Lond 1_,rm_ e i | | |
“mmfw . e | le of shares of Indian hs.ted"II 20,000 "| 2.50,00 ". |
4| gain on Sai€ 7 s, | | I .
capital 927 = T was paid [transfer ON .II | \, |

+ of which ST
- respect of whic | | I
in resy | “lll m‘ooo\ ‘

\ |
ation atl f@f_““ﬂ

ghort-term
Cor'1‘|;'mnie5
10/05/20 24]

jum paid

i | ance Corpor
aid 10 Canadnan Li urance YOTP=
(e 3

5 LIC prem
pPremium P

fe InS

CA Bhanwar Borana



o

Particulars

T Liailty Computaton and Optimisation

Canada

: : ' id by Alc Payee Cheque 25,000|
Mediclaim policy premium paid by 20] 0p
3 0
: e :
Rent received in respect of house RIOPOLY ‘"‘*—'qu
ncome and tax liabiity of Mrs. Rosy and s Vary for g
Compute the taxable in tax thereon. Assume both has exercised the optign to s
Assessment Year 2024-_25 and tax e
out of the default tax regime u/s 115 :
Answer 11 . .
Computation of taxable income of Mrs. Rosy and Mrs, Mary for the A.Y.Z{IZS-ZLN\
3 Particulars Mrs. Rosy Mrs_. Mary
N (Non- [ROR)
: resident)
e
=
Ry g —
Pension received from State Govt. 60,000
Less: Standard deduction /s 16(ia) X50,000 ; 10,000
— VW)
Pension recejved from Canadian Government is not taxable in T 2
the case of g non-resident since it is eamed and received
outside Indig
————
- 10,000
_
() |Income from house Property
Rent receiveq from house Property at Mumpa; (assumed to pe 60,000 30,000
the annual valye iy the absence of other information Le,
Municipal vajye. fair rent ang standard repp)
Less: Deduction S 24(a)@309 18,000 9,000
42,000 21,000
(T11y Capital gains
Long-term Capital gain o sale of Jand a Mumbaj 1,00,000 1.00,000
Short fermcapit| Bain on gyle of shares of Indian [isteq 20,000/ 259 000
tOmpanies jp Tespect of which STT was paid 1,20,00 o
»20,000 3,50,000
(A) Gross T otal Income [{]}+{|[)+(|||}| 1,62,000 3,81,000
Less: [)educlfons under Chapter VIA
l, Deduction ws 80C
I Lic Premium paid
Premiym paid 1o Canadigp, Life Insurance Corporation
3 Deposit In PPF
2. |Deduction Ws 80D — Mediclaim Premium pajg




(B) Totnl :‘de_:d_uctit.m unc’!er Ch"apte - i_tr’i'ctd to 'iiie I-
P other than capital gains taxable wss 111A & 112 )
(C) |[Total income (A-B)

Tax liability of Mrs. Rosy for A.Y.2025.26 .
Tax on long-term capital gains @20% of 2 1,00,000 20,000
Tax on short-term capital gains @15% of 3 20,000 3,000
Tax on balance income of T 2,000 Nil

23,000

Tax liability of Mrs. Mary for A.Y.2025-26

Tax on STCG @15% of ¥ 1,00,000 [i.e. T 2,50,000 less ¥ 15,000
I,SO..DD{}, being the unexhausted basic exemption limit as per
proviso to section 111A] [See Notes 3 & 4 below|

Less: Rebate u/s 87A would be lower of T 12,500 or tax 12,500
liability, since total income does not exceed ¥ 5,00,000

2,500
Add: Health and Education cess@4% 920 100

I Total tax liability 23,920 2,600
Notes:
(1) Long-term capital gains on sale of land is chargeable to tax@20% as per section 112.

(2) Short-term capital gains on transfer of equity shares in respect of which securities transaction tax

(3)

(4)

(5)

'{' A Bhanwar Borana

is paid is subject to tax@15% as per section 111A.

In case of resident individuals, if the basic exemption limit is not fully exhausted against other
income, then, the long-term capital gains w/s 112/short-term capital gains u/s 111A will be
reduced by the unexhausted basic exemption limit and only the balance will be taxed at
20%/15%, respectively. However, this benefit is not available to non-residents. Therefore, while
Mrs. Mary can adjust unexhausted basic exemption limit against long-term capital gains taxable
w/s 112 and short-term capital gains taxable u/s 111A, Mrs. Rosy cannot do so.

Since long-term capital gains is taxable at the rate of 20% and short-term capital gains is taxable
at the rate of 15%, it is more beneficial for Mrs. Mary to first exhaust her basic exemption limit §
of ¥ 2.50,000 against long-term capital gains of ¥ 100,000 and the balance limit of ¥ 1,50,000
(i.e.. T 2,50,000 - T 1,50,000) against short-term capital gains.

Rebate u/s 87A would not be available to Mrs. Rosy even though her total income does not
exceed Z 5.00,000, since she is non-resident for the A.Y. 2025-26.




Chapter 13: Income Tax Liability C ol
. . in ; o b
Question 12 Q';\} unit in Special Economic Zone i(]SE%L::?ittgﬁsfo?:::t!gf? %20 s
Mr. X, an individual set upa machines. The unit fulfills all t e3c24 e . lM.uf .
Fubroducton waa%?qg During the financial year 202 -2 '|tural roduce tf? up 5 .
R comerax Aot district of Tamil Nadu for storage of agricu o e It i o
b Lo facilty i EI.EAD Capital expenditure in respect of ware 10US?. amfuﬁt 0%
L onitons el fland 7 10 lakhs). The warehouse beeanje Operationa] it Effegy
s anllu%{r)]gétcgitdﬁhe expenditure of ¥ 75 |akhs was capitalized in the bookg ON theg
from 1st pril,
date.

S
Relevant details for the F.Y. 2024-25 are as fOIEW\_\\
Particulars

Profit of unit located in SEZ | 40,00,000
Export turnover received in India in convertible foreign exchange on or 30100’000
before 30.9.2025

Domestic sales of above unit 20,00,000
Profit from Operation of warehousing facility (before Considering 1 .05,00,000
deduction y/s 35AD)

Compute income-tay

(including AMT u/s 115JCi iabili
Per section 115BAC ang daS per regular provisi
025-26, Advise Mr.

» 1961 for AY
X Whether he should pa
Provisions of the Act.

tax regime Or normg|
Question 13

Mr. Mano
of Taxati
follows:

har, a resident individua| @ge 33 years Provides
on. His Income and Expenditure ac

consult
count for

ancy services in the figld
the year ended 31st March, 2025 is

as
[RTP M-2¢ Q]
Income ang Expenditure account for the year ending 31st March, 2025
\\_\\'\_E___H_ﬁ____________h%____%___
Expenditure Amount ®) | Income Amount )
\—\_\—\_\_‘_‘——_‘_‘— [ e — i ‘___‘—_—__‘_.‘——___‘_‘_‘_‘_‘_‘_'_"‘—-—-—-—._._‘
To Salary 4,00,000 | By C nsulting feeg 58,00,000
To Motor car €Xpenses 88,000 |BY Share of Profit from HyE 55,000
To Depreciafion 87,500 | By Interest on gy fixed 25,000
| | deposits
To Medica) EXpenses 70,000 By Interest ON income gy 26,000
To Purchasg of Computer 90,000 | refund
To Bonys 25 000;
To Generg| eXpenseg 1,05,000|
T0 Office g administrative 1,15 UOOj
To Excess of iNcome 0
Expendityrg 2 49.25,500
m___x_x__hhﬂ_‘_x__x_ =
b 59,06,000 L Soeen
e EHH 06 V6,000
he fo OW!t'Ig Other Inforrnatien relates tg the financig| year 2024-25-
(1) Salary Ncludes 4 pa
th ing d

\\\_‘

: PEer month to his sister-in-law Who is i
ment. How i
salary of 5 Marketin

Cha e
ever, in Comparison to similar business, the feaso;gabg
Upervisor ig % 18,000 Per month,




\ hCar(25%uSedf iy
— d for personal use) ¥ 3,50,000
~ (3) Medical expenses includes: S
| e Family planning exp -
4 in nature. g expenditure < 15,000 incurred for the employees
e Medic . gy
S eaé_ ejﬁggfe:n?r rzgsd{:;?eir < 55,000. (F'ather‘s age Is 65 years and he is
( ) remaining by credit card. nsurancepolicy). ¥ 2,500 mCUﬂ'ed m CaSh and.?
4) The computer was purch il
iho following manner: purchased on 5th June, 2024
: ;;:-;0'0[‘] paid in cash as down payment on the date of purchase.
aining amount was paid through account payee cheque on 10th Augu

(5) Bonus was paid on 30th September, 2025.
(6) General expenses include_commissio |
_ . n payment of ¥ 42,000 to Mr. Mahesh for the
s Eiromlotlon of business on 17th September, 2024 without deduction of tax at source.
e also received gold coins from a family friend on the occasi i [
on of marriage anniversa
on 15th November, 2024. The market value of the coins on the said date \E'as 4 85,000.ry
The consultancy fees for the previous year 2023-24 was % 52,50,300.
Compute the total income and the tax liability of Mr. Manohar for the AY 2025-26. Assume
he has exercised the option to shift out of the default tax regime u/s 115BAC.

on credit. The total i'nvofca'waé paid in

K

st, 2024.

Answer 13
Computation of Total Income of Mr. Manohar for the A.Y.2025-26
. e - ==
Particulars 7 = T
Profit and gains from business or profession
Net income as per Income and Expenditure Account 49.25.500
_/—//f—
Add: Expenses debited but not allowable
_ Excess salary of 7 4,000 per month to sister-in-law [not disallowed -
since sister-in-law does not fall within the definition of ‘relative’ Ws
2(41)]
_ Motor car expenses attributable to personal use not allowable € 2.000
_—
87,500

28000 x 25%)

_ Depreciation as per books of account
o '.""““.""’———-"""
anning expenditure for 15.000

of T 15,000 for family pl
expenditure is allowable to

Medical expenses
the employecs [disa
company assessee only]

d for his father, not

Medical expenditure of T 55,000 Incurre
i sonal in nature)

allowable. since |

[lowed, since such

55,000

90,000

-

{ is per
iter (no
( is paid

ce it is capital in nature)

{ allowable sin
ate of filing of return of

purchase of compt
Bonus (al]owcd gince | on the due d
income i.¢., ON 30.9.2025)

[For the p.Y.2024-25, the gros .
from consultancy cervices 18 T 58 !Elkhb Ll
has to get his books of account audited ufshe - i
due date for filing 30.7.

¢ receipts 1€ ;
(exceeding Z 50 lakhs), l1_e
which case, his

return of income wou




! tax
be liable to deduct tax at source
during the P.Y.2024-25, since j
| profession during the P.Y.2023-24 exceede

| specified in section 44 _
:ﬁg eIfeltalttsra.t:ted since he has not deducted tax at source on the
commission] |
Less: Income credited but not taxable or taxable under any other
head

Share of profit from HUF (E.xempt)

Interest on bank fixed deposit

Interest on income-tax refund

the monetary limit

.
a4

Less: Depreciation allowable under the Income-tax Act, 1961
[See Working Note]

Income from Other Sources

Interest on bank fixed deposits

Interest on income-tax refund

Value of gold coins received from a family friend on the occasion of

marriage anniversary (taxable w/s 56(2)(x), as the fair market value
of such coins exceeds? 50,000)

Gross Total Income

Less: Deduction under C hapter VI-A

Section 80D

Medical expenses for father (Deduction allowable
50,000 since father, aged 65 years, Is a senior citizen
under any medical insurance policy)

Total Income

-
-

to the extent of ¥
and is not covered

AB ie.. T 50 lakhs. Thus, 30% disallowance |

at source [Mr. Manohar .
ke u/s 194-H on commission |
his gross receipts from|

26,000
1,06,000
51,01,600
76,175
50,2542
25,000
26,000
85,000 1,36,000
51,61,425
50,000

Total Income (Rounded off)

Computation of tay liability of Mr.,

Manohar for A.Y. 2025-26

Parﬁc.ular's_._

3

Tax on total income of ¥ 51,11,430
Upto? 2,50.000

$2,50,001 - 5,00,000 @5%
¥5,00,001 -7 10,00,000 @20,

Above 2 10,0001 i.e..41,11,430 @309

Add: Surcharge @10% [Since his total income exceed? 50,00,000]

Less: Marginal Relief:

Nil
12,500
1,00,000
12,33,429

55,000
25,000

51,11,425
51,11,430

1 3,45,929
1,34,593
14,80,522




y | 4
QT e
Add:] q;l Zhalcaliop cess@a%
| Tax liability

| Tax liability (rounded off)

Working note:
oputati

r

73,50,000 15% x 75%
On Furniture and fittings
780,000 x 10%

e 8,000

#72,000 X 40% [Actual cost of the computer is ¥ 72,000 (i.e., T 90,000 - 18,000)

7 18,000 paid otherwise than by way of
ECS is not includible in actual cost. yof aceount payse e be
28,800

e

76,175

Question 14
Mr. Suraj aged 50 years, a resident individual, engaged in a wholesale business of health

products. He is also a partner in XYZ & Co., a partnership firm i i
made available for the year ended 31 .3.2025:; ’ UL i

Sl. No. Particulars S
(i) [Interest on capital received from XYZ & Co., at 15% [in 1,50,000
accordance with the partnership deed]
(i) |Share of profit from the firm 35,000
(i) |Salary as working partner (fully allowed in the hands of 1,00,000
the firm)
(iv) |Interest from bank on fixed deposit (Net of TDS) 40,500
(v) |Intereston saving bank account 12,300
(vi) |Income-tax refund received relating to assessment year 34,500
2024-25 including interest of ¥ 2,300
(vii) |Net profit from wholesale business 5,60,000
Amounts debited include the following:
- Depreciation as per books 34,000
40,000
- Motor car expenses
Municipal taxes for the shop 7,000
; r made on
(For two half years; payment f°1’ ?'2132{?;5 Yo
12.7.2025 and for the other on 31.12: i s e
Salary to manager by way of a single cash pay




[ ). [The WDV of the assets (as on 1.4.2024) used in ab

wholesale business is as under: 2 40000 - 'i i }
AR - Computers 150000
i _Computer printer , biA L
| (0 |Motorcar acquied on 31.12:2024 (20% used for personal Pon00 S E
use) : S Id in 1150 gl
roperty in Mumbai whlch was so , -aUOQ _
g :'aenE:rr;EdZ&g?u:: Ir::ecsiwed arrears of rent in respect of
the said property in October, 2024, _
(x)  |LIP paid for independent son 60,000
(xi) |PPF of his wife ' | 70,000
(xif) | Health insurance premium paid towards a policy covering| 35,000
her mother aged 75 by way of cheque. She js not
dependant on him.
(xiii) | Contribution toward Prime Minister Nationa| Relief Fund 50,000
You are required to compute the tota| INnCome

2025-26 and the closing WDV

to shift out of the default tax regime u/s 115BAC.
Answer 14

Computation of total

income of Mr, Sy raj for the A.Y.2025-26
l——_‘__"'———__.,

""’“"“‘m\\# 2
Income from hoyse Property

Arrears of rent 1,15,000

(taxable y/s 25A even if Mr, Suraj is not the owner of the house

Property in the P.Y.2024-25)

Less: Deductiont?gﬁﬂ‘?-h 34,500 80,500
Income chargeable under this head Profits and gains of business or

Profession

Income from Wholesale business

Net profit as per books 5,60,000

Add: Amouyn¢ debited to p & L Ale, not allowable a5 deduction

- Depreciation as per books 34,000

- Disai.lowance of municipa] laxes paid for the second half- year /s

43B, since (he SAME was paid after {he due date of filing of return (3 3,500

7,000/2) s

- Disallowance u/s 40A(3) in respect of salary paid ip cash since the 21,000

Same exceeds ¥ 10,000

= 20% of car EXPenses for persona] yge 8000[

6,26,500
Less: Dcprecialion allowable (Note 1) 196,800
4,29,700




m firm : . s B e |

y i e ;
o profit from the firms exemptus 1024) o

|8
- n Jent - '.'r;:.- ﬂuﬂ: i “ .

8 (Interest on cepital from partnership firm (Note 2)
| Salary as working partner fully taxable .
r Income from other sources
~ | Interest on bank fixed deposit (Gross)
Interest on saving bank account

Interest on income-tax refund

4
Gross total i st '
& L 789,800
Less: Deduction under C 0\
| 3 der Chapter VIA (Note 3) 2,25,000
otal I oar
al Income 5,64,800
Notes:
(1) Depreciation allowable under the Income-tax Rules, 1962
Opening | Rate |
WDV | * . x i r) =
Block 1 |Computers 240,000 40% 96,000 1,44,000
Computer printer 1,50,000] 40% 60,000 90,000
Block2 |Mofor Car 6.80,000] 15% 51,000 40,800 6,39,200
[50% of15%
is allowable,
since it is put
to use for
less than 180
days]
Less: 20% disallowance for personal use 10,200
196,800 8,73,200

-

erest is allowed as deduction in the
in the hands of the partner. Since interest 1s
allowable as deduction in the hands

(2) Only to the extent the int
includible as business income
partnership deed, maximum interest
Therefore, interest @12% p-a. amounting to¥

Mr, Suraj.

hands of the firm, the same is
paid in accordance with |
of the firm is 12% p.a.

1.20,000 would be treated as the business income of &

-A

(3) Deduction under Chapter VI

Particulars T T

U/s 80C

LIP for independent son 60,000

PPF paid in wife's name 70,000
1,30,000

Since the maximum deduction u/s 80C and 80CCE is ¥ 1,50,000, the

_CA Bhanwar Borana




l__lh"r— L

B o o0 Genendact on him Since Sehi P
on, even though she is not depen ble as deduction as it is|
or citizen whole of amount is allowable as de M O
oyl limitof w0000 | R s
e Ufsm : igible for 100% A i
T ational Relief Fund eligible fo 20
| Contribution towards PM.N?HOF'EII it |2l
-l deduction without any qualifying limi g
U/s 80TTA el
aca il (8 : tricted to 10.,'009. y
Interest on saving bank account, res H
o 2,25,009
Total deduction =
Q_uestion 15 . ,
Mr. Prakash furnishes the following information for the financial year 2024-25.
Particulars B
Loss from speculation business-X 85,000
Profit from speculation business-Y 45,000
Interest on borrowings in respect of self-occupied house property 3,18,000
Income from let out house property 1,20,000
Presumptive Income from trading and manufacturing business u/s 44AD 1,00,000
Salary from XYz (P) Ltd. 5,25,000
Interest on PPF deposit 65,000
Long term capital gain on sale of Vacant site 1,25,000
Short term capital (oss on sale of Jewellery 65,000
Investment in tax Saver deposit on 31-03-25 60,000
Brought forward loss of business of assessment year 2019-20 1,00,000
Donation to 5 Charitable tryst recognized u/s 12AB and approved u/s 80G 60,000
(Payment made via credit card)
Compute tota] Income of Mr. Prakash for the assessment year 2025-26 also show the loss,
eligible to be Carried forward_ Assume he has exercised the option to shift out of the default
tax regime u/s 115BAC, [MTP Q,]
Answer 15
Computation of total income of Mr. Prakash for A.Y.2025-2¢
_lfﬁ_i'ft'iculars 7 R
_____'_‘_————-_______ = —
Salary from XYZ () 1.cq. 525000 |
Less: Standarg Deduction y/s 16(ia) 50,000
4.75,000
Le_ss: Loss from house Property of ¥ 20,000 [¥ 80,000 -7 60,000, 20,000 4,55.000
being the loss set-off against long-term capital gains] o
Income from hoyse Property




Less: A T agaj
mount set-off against other heads of income

Profits and gains from business or profession
Profit from speculation business Y

o VTR . :

Total Income

rd to A.Y.2026-27

Less: Loss of ¥ 85,00 45,000
' 000 from speculati : 2
profit from : - 1on business X set-off against |
L speculation business Y to the extent of such profit & (45,000)
resumptiv .
: Bp ¢ Income from trading and manufacturing business 1,00,000 Nil
ess: Brought forward business loss of A e |
: : Y. 2019-20 set- off since i
the period of eight assessment years has not expired (LR N
Capital Gains
Long term capital gain on sale of vacant site 1.25.000
Less: Short term capital loss on sale of jewellery 65,000
60,000
Less: Loss from house property to be set-off to the extent of LTCG 60,000 Nil
(It is more beneficial for Mr. Prakash to first set-off the loss from
house property against the long-term capital gains, since it is taxable
@20%)
Income from Other Sources
Interest on PPF deposit 65,000
Less: Exempt 65,000 Nil
Gross Total Income 455,000
Less: Deduction under Chapter VI-A
Deduction u/s 80C .
. z 60,000
[nvestment in tax saver depositon 31.3.2025
Deduction u/s 80G e
. R ed charitable trust [Donation 0
Donation to rcj.ugma‘,v.:‘l ztmc;i ::]pgrg\éems sing 10% of adjusted tota
60,000 to tbe first rcstu; ; 55,000 i 7 60.000). Thereafter, deduction 19.750
income 0f Z 3,95,000 ( S Aac 00 79,750
would be computed at 50% of T 39,500. ’
3,75,250
L

ses to be carried forwa

-_P.ir'ticulars
Loss from Spe

culation pusiness X (

.o




SR e b
be set-

e 0 set-off, the same.

SR
Compute total income and taxtllabllityi rtnhee;c:inn%frrh:;.l E;%?sai:nf%;ﬂio?ﬁ:'?:f&z&
following details as er default tax reg . .
;::'lo‘;:gghav (aged I::5‘1 years) working in a private company from last 10 years His Salary
daiails for the financial year 2024-25 are: .
(i) Basic Salary

1,70,000 p.m.
(il) Dearness Allowance (forms part of retirement benefits) ggggg p.m.
issi ; p.m.
(iii) Commission
(iv) Transport Allowance 5,0ggop.m.
(V) Medical Reimbursement 40,

He was holding 30% equity shares in TSp (P) Ltd., an Indian compan
capital of company as on 31st March, 2024 was 2 20 lakh divided into
each which were issued at

a premium of # 3p each. C
shareholders on 1st October, 201 3.

He sold a]| these shares on 30th N

Ovember, 2024 for 7 60 per share. Equity shares of TSP
(P) Ltd. are listed on National Stock Exchange ang Mr. Raghay has paid STT both at the
time of acquisition and transfer of such shares. FMV on 31.1.2018 was # 50 per share.

On 12.2.2025, interest of fixed deposits of 2 90,000 Credited to hjg SBIl Bank. On
30.4.2024 3 5,500 and on 30.12.2024, 3 8,500 credited to |

SBI Bank.

nterest on saving bank Alc with

y. The paid up share
2 lakh shares of¥ 10
Ompany allotted shares tg

Question 17

Mr. Uday Shénka
Indore, Madhya

I (aged 6
Pradesh, He Provides you the following particulars of
certain paymentsiinvestmen

7 years) is retired from a Public Sector Undertaking, He résides jn
his income and
ts for th :

0,000

€ previous year 2024-25:
Pension income of 7 78




.:;"_.. A1 ‘:.'- m ! P
s licy was taken on 08-09
- Premium of ¥ 36,000 paid by ¢
- alsoasenior citizen. : . i)y o
- ¥ 3,500 paid in cash for his health check-up and ¥ 4,500 paid tt
s p_reventtve health check-up of his mother aged 90 years. | -
- Paid interest of ¥ 9,500 on loan taken from bank for MBA course pursued
daughter. s e
- A sum of ¥ 95,000 donated by cheque to an institution approved for the purpose of
section 80G for promoting family planning. il
- 120,000 contributed towards PM CARES Fund by cheque.

Compute the total income of Mr. Uday Shankar for the assessment year 2025-26, Assume
he has exercised the option to shift out of the default tax regime u/s 115BAC. [RTP N-21 Q.]

and
heq

e for health insurance of self ar

Answer 17
Computation of total income of Mr. Uday Shankar for A.Y.2025-26 ‘
Particulars g Hi_: “m ; “{-}"" .-
Income under the head “Salaries”
Pension 7,80,000

Less: Standard deduction u/s 16(ia)

Lower of ¥ 50,000 or actual salary/pension 50,000 7,30,000

Income from Other Sources
2,35,000

9,65,000

Interest from bank on fixed deposit (Gross)

Gross Total Income

Less: Deduction under Chapter VI-A

Deduction u/s 80C
LIC premium of ¥ 25,500 (restricted to 10% of¥ 2,50,000, being 25,000
the sum assured, as the policy is taken after 31.3.2012)
Deduction u/s 80D

Premium for health insurance for self and his wife paid by| 36,000
cheque, allowed upto¥ 50,000 since Mr. Uday Shankar is a
senior citizen

Preventive health check-up for self, ¥ 3,500, and for his mother,
Z 4,500, restricted to ¥ 5,000 (deduction allowed even if the 5,000
same is paid in cash) 41.000

Deduction u/s 80E

Interest on loan taken from bank for MBA course pursued by his 9.500
daughter

Deduction u/s 80G

Donation to PM CARES Fund - 100% allowable 20,000
Donation to an approved institution for promoting family 83,950

planning — 100% allowable subject to qualifying limit of ¥




'!‘ el . L]

_ o
n fixed ﬁapuitwith bank allowable as deduction upto
sisce Mr Uday Shankar is a senior citizen

Mr. Dheeraj, aged 48 years, a resident Indian has furnished the following Paf;igurlgr: for the
year ended 31.03.2025:

=21 Q]

identi ildi d has let out first for

- He i floor of his residential building an i

. m;g;z“;eg;? La;'::lannual rent of 2 3,34,000. He has paid municipal taxes of 7 30,000
for the current financial year. Both these floors are of equal size.

(il) As per interest certificate from ICICI bank, he

towards principal repayment of housing loan b

paid T 1,80,000 as interest and ¥ g5,
in the year 2015,

orrowed for the above residential building

20 lakhs from export turnover. This industria
fulfills all the conditions of section

10AA of the Income-tax Act. 1961. P
industry is ¥ 45 lakhs.

rofit from this
(iv) He employed 20 ne

~VU and remaining were employed on 1st August 2024 on month
emoluments of 2 12,000.

employees participate in recognised provident fund
and they are paid their emoluments directly to their bank accounts
(V) He eameq ¥ 30,000 ang 7 45,000 as interest on saving bank deposits and fixed
deposits réspectively.
(Vi) He also sold his vacant

. This land was

registration €xpenses of

The cost of inflati 024-25 ang 2001-02 are 363 and 100

réspectively,

(vii) He Paid insurance Premium of 7 49,000 towards life iNSurance poli
Not dependent on him,

You are requested to Compute his tota|
Assessment Year 2025.26

Question 19

on index for

Cy of his son, who is

Income ang tax liability of Mr. D
. In the manner S0 that he can Mmake

. heeraj for the
Mmaximum tax

Savings.
You are required 1o Compute the tota InCome and tax liability of Mr. Alok a
resident individual. Mr. Alok is an advocate g

account fo

- » 30ed 58
nd furnishes you the receiptsgan years, 3
r the financial year 2024.25.

d payments
Receipts anq Payments Account
N -n




- — o

administrative expenses b

|Fee from legal services -
ok 05 49,60,000 | Office i
Motor car lo 995 et ce rent _ g
Sk M frofiSBI@12% §86.00,000 L6 insurance. Premium (Sum| 49,000
Sale recelpts of 5,800 I ® rod € 5,00,000] 1 L (RN
i ' sted| 5,95,000|M g N A il
equity shares (sold 95, otor car (Acquired in January 9,50,000

! Books bought by way of Alc
payee cheque in the month of
May, June and September

2024 (annual publications)

Computer acquired on 1-11-
2024 for professional ~ US€

(payment made by Alc payéee

cheque)

Domestic drawings 6,23,000
72,000

Motor car maintenance
Public Provident Fund 1,560,000

subscription
Closing balances (31-03-2025) 61,000

Cash & Bank

61,35,000

ust 2016 for Z
and on 1st

52,000

61,35,000

Other information:

(i) Listed equity shares on which STT was paid were acquired in Aug
1.21,800. The fair market value of such shares as on 31st January 2018
April 2018 was Z 75 per sharé and % 85 per share, respectively-

(i) Motor car was put to use for both official and personal purposesj

is for personal purpose. No interest on car loan was paid during the pre

/ 3rd of the motor car
vious year 2024-

25.
(iii) Mr. Alok purchased 2 fat in Kanpur for 7 35,00,000 in July 2013 cost of which was
partly financed by a loan from Punjab National Housing Finance Limited of ¥ 25,00,000, \
his own- savings y i pco Bank for € 9.00,000. The flat |
was given 10 Repco Bank on 7 35,000 per month. The following |
particu!ars are relevant.
(a) Municipal taxes paid by Mr. Alok 7 8,200 per annum
(b) Housé insurance 3 11,00q i y
ertificate issued b Punjab National Housing Finance Limited for the
id¥1 80,000 towards principal and ¥ 2,01,500 as interest.
7 1,80,000 in commodity

As per interest C
lation business and lost

financial year 024-25, he pa! ,

(iv) He eamed T 1,20,000 in share specu

tion business: | ot

speit;lakjreceiveda ift of T 21 00 each from four of his family friends.
Y g 4 g Fund by way of bank draft.

i triputed < 1
E::u)} :: nga:ed o a regi political pa 0,000 by way of chedue



1 : t‘f‘l:-

s d to uornputo hll otal lncome and tax Ilabltity of Mr. " the A
025-26, In the manner so that he can make maximum tax tevlngo. LT

"JII -~ IMTP ¢
a5 X
Gk

.'.q




house in Chennai is 7 7,000 ;';er month. | ey

 (ii) He owns a commercial building at Mumbai, which is let out on 1.7.2024 at a

of ¥ 46,000 to ABC Ltd. He paid municipal taxes of 27,000 and ¥ 2

financial year 2023-24 and 2024-25 on 31-3-2025 and 20-4-2025, respectively. F

of the building is ¥ 33,000 p.m. ' .

(iii) He purchased 4000 unlisted shares of Maharaja Limited on 25-2-2009 for ¥ 80,000.

Company declared bonus in the ratio of 1:1 on 15th March, 2009. Mr. Josh sold 3000

bonus shares on 15.01.2025 for % 2,00,000 to his friend Mr. Mehul through unrecognized
stock exchange. (Cost Inflation Index: 2008-09: 137, 2024-25: 363)

(iv) Interest from saving bank account with SBI Bank ¥ 15,000 and lottery winnings (Net of
TDS@30%) is ¥ 21,000.

He paid the following amounts during the P.Y. 2024-25:
(a) Deposits in Public Provident Fund ¥ 1,50,000.
(b) Medical insurance premium paid for health of his wife ¥ 19,000 and for health of

dependent son ¥ 12,000 through cheque. : [MTP Q]
Answer 20
Computation of total income of Mr. Josh for the A.Y.2025-26
lParticulars f N _;_ i:_ﬁ?
Salaries
Basic Salary =¥ 51,000 x 12 6,12,000
Dearness Allowance (DA) =T 10,000 x 12 1,20,000
House Rent Allowance (HRA) =T 4,000 x 12 ¥ 48,000
Less: Least of the following exempt u/s 10(13A) ¥ 10,800 37,200

(1) HRA actually received = ¥ 4,000 x 12 =T 48,000

| (if) Rent paid (-) 10% of salary
| [Z 84,000 (ie., T 7,000 x 12) (-3 73,200 (10% of salary i.c., 10%
of ¥ 7,32,000 (Basic Salary + DA)] =< 10,800

| (ii) 50% of salary [50% of T 7,32,000 (Basic Salary + DA)] =%
| 3.66,000
|

| Gross Salary 7,69,200

| Less: Standard deduction u/s 16(1a) 50,000
| 7,19,200

Income from house property

Gross Annual Value [T 46,000 x 9, being the higher of actual rent 4.14,000

received and fair rent]

Less: Municipal tax paid during

the P.Y. 2024-25 27,000

CA Bhanwar Borana
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- |Full value of consideration

Less: Cost of acquisition of bonus shares allotted on or after 1.4.2001

Long-term capital gains (since bonus shares are held for a period of
more than 24 months)

Income from Other Sources

Interest from saving bank account with SBI Bank
Lottery winnings [21,000 x 100/70]

Gross Total Income

Less: Deduction under Chapter VI-A
Section 80C

Deposits in PPF

Section 80D

Medical insurance premium for wife and dependent son ¥ 31.000.
restricted to

Section 80TTA

Interest on saving bank account with SB]

Total Income

== = L

—_—

Particulars

Tax on long-term capital gains of 7 2,00,000@ 12

Tax on lottery income of % 30,000 @3(

Tax on other
gains -3 30.()

S%u/s 112

)% u/s 115BB
income of Z 8,20,100 [

% 10,50,100 — X 2
00, lottery income| g

.U(},_O(J[J,capilal

Upto ¥ 2,50,000

¥2,50,001 - 7 5,00,000 [i.e.

¥2,50,000@50%]
$5,00,001 -2 820,100

lie, ¥ 3,20,1 U(i(wﬁﬂ”i.]

Add: Health and education C

ess(@4%
Tax liability

Less: Tax deducteq al souree

1,50,000

25,000

' e — |
Computation of tay liability of Mr. Josh for Ay,

e
¢ ¢
Tax on total income of 7 10,50,100

25,000
9,000

Nil
12,500
64,020

1,14,941

e

1,85,000

10,50,100

———

1,10,520
4,421

CA Bhanwar Borana
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Question 22

(b)

~ Question 21
."'i"'{;ut;'.': i

| TDS on rent ws 1941 7 4,1
Tax Payable e
Rt s a3 e elel

<4 Tax Payable (rounded off) ~ 9

T R

Mr. Rakesh, a
g ged 45 years, a resic ; : :
::e PR oniea 31,03 205% R UER I the following information for
i) He received r - MTPQ]
SEaines Thgy?;?eogf %88'000 from abroad for a book authored by him iri'th[: nature]r
eaming this royalty was ?Yigyogso 18% of value of books and expenditure méd'e‘ for
P55 72 20,000 1000. The amount remitted to India till 30th September,
i) H it ; |
0 oserga‘:gz daﬂrirdltﬁtrlal undertaking established in a SEZ and which had commenced
BERs s ingude ﬁgancual year 2022-23. Total turnover of the undertaking was Z 200
all thé it fs 1.40 lakhs from export turnover. This industrial undertaking fulfills
s of section 10AA of the Income-tax Act, 1961. Profit from this industry is

% 25 lakhs.

(iii) He also sold his vacant land on 1
_ 0.11.2024 for 713 lakhs. The stamp du value of land
gt éhclaa thme ?rfht_ransfer was ¥ 18.60 lakhs. The FMV of the land as on 1st tJﬂ}\’pril, 2001 was
<l s. This land was acquired by him on 05.08.1995 for ¥ 1.75 lakhs. He had
rred registration expenses of < 20,000 at that time. The cost of inflation index for the

. year 2024-25 and 2001-02 are 363 and 100 respectively.
(iv) Received ¥ 40,000 as interest on saving bank deposits.

(v) He_ occypies ground floor of his residential building an
residential use at an annual rent of T 2,28,000. He has paid municipal

for the current financial year. Both floor are of equal size.
(vi) He paid insurapce premium of 2 39,000 on life insurance policy of son, who is not
dependent on him and 7 48,000 on life insurance policy of his dependent father.

(vii)He paid tuition fees of T 42,000 for his three children to @ school. The fees being T

14,000 p.a. per child.

You are required to compute the t
provisions as well as u/s 115BAC fo

d has let out first floor for
taxes of ¥ 60,000

otal income and tax liability of Mr. Rakesh under normal
r the A.Y. 2025-26. Ignore AMT provisions. .

Australian citizen, got married to Mr. Kapil of India in Australia on
o India for the first time on 18.03.2024. She left for Australia on 3

10.8.2024. She returned to India again on 23.02.2025.
ased a Flat in Mumbai, which was let out to Mr. Sunil on @
from an [ndian bank for

On 01.04.2024, she had purch
1.5.2024. She had taken loan
15,500 upto 31.03.2025.

t of¢ 28,000 p.m from .
e n which bank had charged interest of ¥ 2
ived a gold chain from her

purchase of this flat o 2024-25, she had rec
: evious year .25, she had rece
during the previous ¥ 4 sister of her husband and

hile in India, .
i\;lv—la'ws worth 1 50,000, a car worth T 6.25,000 from marrie
7 4 72,000 from very closeé friends of her husband. ‘
. r residential status and compute her gross total in
ar 2025-26. P
el of 7 6,90,000 during the P.Y. 0024-25 consisting of
’ 50,000, income by way of

total income ),00
: £7 40,000, [ottery winnings (gross)

(a) Mrs. Jasmin, an
2.01.2024 and came t

come chargeable t0 tax

Determiné he
for the Assess
b) |. Mr. Jay is havin
Income from business 0




.

| | d:dnum obligations for A'Y"ms'm;m are true o f t
. Examine with reasons, whether the following statements are tru o
the provisions of the Incom:-ta::hAct. L9:r1 Sty any person by
() The Assessing Officer has the power, :

{ tax Is payable.

) be verified 18
() Where the Karta of a HUF is absent from India, the return of mgome can veﬁﬁed
- any male member of the family. [MTP
22

(@) Ufs 6(1), an individual is said to be resident in India
of the following conditions:

(1) He has been in India during the previous year for a total
(1) He has been in India during the

in any previous year, if he satisfies any o

_ (x

period of 182 days or more, or

4 years immediately preceding the previous year for a tofa]
period of 365 days or more and has been in India for at least 60 days'm the prewous year .

If an individual satisfics any one ol the conditions mentioned above, he is a resident, If both the
above conditions are not satisfied, the individual is a non-resident,

Therefore, the residential status of Mrs, Jasmin, an Australian. for A.Y.2025-26 has to be determined
on the basis of her stay in India during the previous yea

rrelevant to ALY, 202526 Le. P.Y.2024-25
and in the preceding four assessment years,
Her stay in Indi

P.Y. 2024-25
01.04.2024 1o 10.08.2024

23.02.2025 to 31.03.2025 - 37 days
Total

169 days

a during the previous year 2024-25 and in the preceding four years are as under:

- 32 Ll.i‘:.'-\

Four preceding previous years
P.Y.2023.24 11 42023 1031.32

024]- 14 ¢
P.Y.2022-23 [1.4.2027

-+ l'..l}\
1031.3.2023] - Nj|

P.Y.2021-22 [1.4.202] 10 3) 3.2022] - Njl
P.Y.2020-2] [1.4.2020 103].3,2“:” -Nil

Total 14 days
The total stay of Mrs.
four years prece
conditions for

Jasmin during the previous ye
ding this year was for 14

ar in India was less than 182 days
aresident, she w oul

and during the
days. Therefore. due to non-fulfilment
d be (reated as

of any of the two
non-resident for the Assessment Year 2025-26,
Computation of Bross total income of Mrs. Jasmin for the A\Y. 2025-26
Particularg T 4
R ]
[Income from house property
|Flat located n Mumbai let-out from 01.05.2024 10 31.03.2025 @ 7
28,000/- p.m,
i
Gross Annual Value [28.000 x 11]1 3,08,000
Less: Municipal taxes Nil
Net Annual Valye (NAV) 3.08,000
Less: Deduction w's 24
30% of NAV 92,400




Incc me from other sources

‘Gold chain worth ¥ 1,50,000 received from parents of husband
- would be exempt, since parents of husband fall within the
definition of relatives and gifts from a relative
chargeable to tax. R

Car wor’fh ¥ 6,25,000 received from married sister of her
husbanc_l is exempt, since sister-in-law falls within the definition
of relative and_ gifts from a relative are not chargeable to (ax
Moreover, car is not included in the definition of property. '

Gift received from friends of her husband a i
: I _ geregating to%
1.72,000 is taxable u's 56(2)(x) since the amount of cash gifts of

71.72.000 exceeds £50.000.

LY

o )

1,72,000

1,72,000

1,72,100

Gross Total income

ived has been taken as th
value and stand

1 Actual rent rece e gross annual the value in absen
ard rent) in the question.

(1.e. Municipal value, fair rental

ce of other information

(b) L Computation of tax liability and advance tax obligations of Mr. Jay for A.Y. 2025-26
Particulars _____-1_" s @
Income from salary (computed) 1,20,000
Less: Set-off loss from house property (30,000) 90,000
Loss from house property 30,000
Less: Set-off against salary iIncome (30,000) -
[ncome from business 40,000
[ottery winning 5,60,000
Total Income 6,90,000
Tax liability
Tax @30% on Jottery income 1,68,000
Tax L;n other income of 7 1.30,000 (Nil, since it does not exceed the -
basic exemption limit of T 2,50,000) m
by 6,720
Add: Health and education cess@4% L7420
Total tax Jiability 168,000
Less: TDS on [ottery income u/s 194B 6720
L e
Net tax payable ‘ e and 10,000, Mr. Jay is
Since tax payable f(?r the rI:: . 207 e —
gl = advﬂn;i\(‘ﬁ )' Provides that the Assessing Officer mays having regard to the pelSE

IL ()T




P . i PAN to any other person, whether
actions as may be prescribed, also allot a PAN
R h?n?t;?'r::o?si:l :;1}; maﬁner and in accordance with the procedure Efs ﬂ:‘}’ l’:’ ﬁ'Pole"m":idﬁ;.
. T False: Set;!ion 140(b) provides that where the Karta of a HU'II: Tsss:l cie:; il bea,
‘(ngon!:e can be verified by any other adult member of the family; 5
i

female member.

uestion 23 cr _
- S e
Particulars 4,:0‘0_}_(-)!5
Salary income (computed) .
Loss from self-occupied house property U,
Loss from let out house property 60,000
Loss from speculation business-X 80,000
Profit from speculation business-Y 40,000
Income from trading and manufacturing business @ 8% 3,50,000
Interest on PPF deposit 95,000
Long term capital gain on sale of Vacant site (Computed) 2,10,000
Short term capital loss on sale of Jewellery 1,50,000
Brought forward loss of business of assessment year 2019-20 9,50,000
Donation to a charitable tryst recognized u/s 12AA and approved u/s 80G 1,10,000
paid by cheque
Enhanced compensation received from government for compulsory 3,00,000
acquisition of land (held for a period of 5 years) in the year 2007

(b) Suresh gifted 210 lakhs to his wife, Shagun on her birthday on, 29th February, 2024.
Shagun lent such amount to Kinjal on 1st April, 2024 for six months on which she

In whose hands the above income shall be included in A.Y.2025-26. Support your
answer with brief reasons.

(c) State in brief.the_applicability of tax deduction at source provisions, the rate ang amount
of tax deduction in the following cases for the financial year 2024-25 under the Income-
tax Act, 1961. Assume that all payments are made to residents:

(i) Vikas, an Indian resident and salaried individual, makes payments of ¥ 15 |akh in
January, 2025, 7 30 |akh in February, 2025 and ¥ 15 lakh in March, 2025 tq Naveen
a contractor for reconstruction of his residential house. :

(i) ABC Ltd. makes the payment of % 2,50,000 to Gaurav, an individual transporter who

gﬁged 6 goods carriages throughout the previous year. He does not furnish his

| Question 24

From the following information provided by Mr. Suresh, aged 43 years and g Wholesale
dealer, for the A.Y. 2025.2¢, you are required to compute the tax payable by him

Trading ang Profit and Loss Account of Mr. Suresh



i 24'21‘000 BV,
' 52.03?99.'_500. 3y
4,12,040

| To Freight inward

. 2,65,000 VT
| To Gross Profit ¢/d 77.51.660 Vodys
3’14550,200
To Salaries and wages 17,15,000 | By Gross Profit b/d |7
To General expenses 365000(By  dividend from Indian 1'%,20‘;0.9&'

companies (gross)

To Rates and taxes 2,40,000 By Interest received on FDs (Net|  1,08,000 |

of tax) [FD made on 1.8.2024] =

gl?nglr;eéess_tr paid on late 3,845 | By Rent received 7,20,000|

To Income-tax paid for FY 3,45,000|By Income-tax Refund 19,000

2022-23 -
To Interest paid to NBFC 1,15,000
To Depreciation 1,82,000
To Net Profit 73,52,815

1,03,18,660 1,03,18,660

The following additional information is provided by him:
(a) Closing stock of previous year 2024-25 was undervalued by ¥ 55,000.
(b) Rates and taxes include ¥ 1,000 paid towards late filing of his Income-tax return for
Assessment Year 2024-25 u/s 234F of Income-tax Act.
(c) Salaries include % 30,000 paid on single day by way of cash to his accountant.
(d) Interest paid on loan of ¥ 10,00,000 taken from a Non-Banking Finance company. Out of
the loan. amount of Z 2 lakhs was used for personal purpose and the balance was used
for business purpose. No TDS was deducted while paying the interest on loan. .
(e) An amount of ¥ 35,000 was paid by cheque.during the year towards health insurance
policy covering himself, his spouse and his children. | s
(f) General expenses include Advertisement expense of _? 25,000 paid by cheque towards
an advertisement in a souvenir published by local political party.

(g) Income-tax refund includes ¥ 2,500 towards intergst. !
(h) Depreciation charged is as per Incpme-tax Rules is ¥ 2,20,00
(i) Advance Tax paid during the year s 39 I_akhs. .

(j) TDS has been deducted on interest received onsta. e
(k) Turnover for the year ending 31.03.2024 was X 2.95 Crofes.

Question 25 india for the first ime during the P.Y. 2020-21. |

tizen of Japan, comes t0 4-25, he was in
(a) Mr. Thomas, a citizen © 2 2% 20-21, 2021-22, 2022-23, 2023-24 and .2012 S
During the financial year 95 days, 150 days and 75 days, respectively.

India for 50 days, 69 days,

[MTP Q]

CA Bhanwar Borana



Answer 25

i hip firm for '-tra :
; ; with ABC & Co., a partnershi T {ransfs
s o ko i o o senees A

a Steel manufacturing plant, in India. He charged ¥ 15 lakhs for these sery; 5
ABC & Co.

' jons during the F.Y.2024-25,
dertaken certain transactions . .
) Egl.o[.qﬁ;?:uhaarse lrjosr:q:firesd to identify the transactions in respect of which q
mandatory in the related documents —

_SNo. [Transaction '

Which are figt.,
uoting of P&leg

1 Payment of life insurance premium of ? 40,000 in the F.Y.2024.25 by
- account payee cheque to LIC for insuring life of self and spouse

e - —\\_\_
2. Payment of ¥ 1,10,000 to RBI for acquiring its bonds
3 Applied for issue of credit card to SB|

4. Payment of ¥ 1,00,000 by account
Singapore for 3 days to visit

|

(c) Ms. Soha (aged 35 years),
Previous year 2024-25, total
lakhs was received by way
Opt out from defaylt taxation regime u/s 115BAC.
What would be your advice to Ms. Soha relating to the provisions of ad
due date along with the amount payable, assuming that she wishes t
tax savings.

payee cheque to travel agent for frave| to

a resident individual, is a dealer of scooters
turnover of her business was 7 110 lakhs (
of account payee cheques and balance in

- During the
out of which z 25

cash). Ms. Soha

vance tax with its
0 make maximum

(a) Ufs 6(1). an individuy
of tl

al iIs g

aid to be resident in Indi
1e following conditions

(1) He has been in India during the
(1i) He has been in India during the 4 years
period of 365 days or more ang has

If an individual satisfies
above

a.in any previous year, if he satisfies any one

previous year for a total period of 182 day

immediately preceding the

in India for at least 60 d

any one of the conditions |

conditions are noy satisfied, the individual is

24-25, Mr.

lous year 2024.25. he

The_ total stay of the Mr. Thoma TEVIOUS year in Indi

during the four YEars preceding thig year was for 360 days. The

any of the two conditions for 4 resident, he would he

Year 2025-26,

(1) Not taxable, since interes
deemed o acerue or
business or professio

.r .Y - ,\ : o
Indlfm Company’s INg infere
profession. Hence,

able in India.
(2) No income shall be deemed (o

S OF more, or
Previous year for a total
ays in the previous year.
nentioned above, he is a resident. If both the
a non-resident.
as 1n India for 75
Was in India for 360 days (i.
S during the I

been

During the previoys year 2() Thomas w days and during the 4 years
preceding the prey €. 50+ 65+ 95+ 150 days)
a was less than 182 days and
refore, due to non-fulfillment of

lreated as non-resident for the Assessment

Payable by 4 non-resident to
arise in Indig only if the
1 carried op by him in I
debt fund for earn
It 1S not tax

another non-resident would be
borrowed fund is used for the purposes 9f
dia, In this case. it is used for investing in
st and not for the purposes of business or

accrue or

arise to Mr., Thomas through or from activities

CA Bhanwar Borana
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|
I
| L { |

— e e Sl

Payment of lfe insurance premium of % [N, s T
' : nce premium of ¥ [No, since the amount paid does
40,000 in the F.Y.2024-25 by account|50,000 in the FYOESK?;MM&

payee cheque to LIC for insuring li Lt
self and spouse ogiicion '

2. |Payment of ¥ 1,10,000 to RB : ——
Bceui iz bonts I for|Yes, since the amount paid exceeds ¥ 50,000

3. |Applied to SBI for issue of credit card, | Yes, quoting of PAN is mandatory 'f;m.
making an application to a banking compgn:,i
for issue of credit card.

4. |Payment of ¥ 1,00,000 by account payee |No, since the amount was paid by account
cheque to travel agent for travel to Dubai |payee cheque, quoting of PAN is not

for 3 days to visit mandatory even though the payment exceeds
< 50,000
(¢) Computation of advance tax of Ms. Soha under Presumptive Income scheme as per section

44AD
Thg total turnover of Ms. Soha. a dealer of scooter, is ¥ 110 lakhs. Since her total turnover from such
busu_:css is less than T 200 lakhs and she does not wish to get his books of account audited, she can

opt for presumptive tax scheme u/s 44AD.
Profits and gains from business computed u/s 44AD:

== =T
Particulars e
6% of T 25 lakhs. being turnover effected through account payee cheque 1,50,000
8% of T 85 lakhs, being cash turnover 6,80,000

8,30,000

for computation of profits and gains of business on presumptive basis w's

An eligible assessee opting
advance tax of the whole amount on or before

44AD in respect of eligible business is required to pay

15th March of the financial year.
as per normal provisions of Income-tax Act, 1961

Computation of tax liability of Ms. Soha
particulars Amount in %
Total Income 8.30,000
Tax on 8,30,000
Uptog 2,50,000 Nil
7 250,001 —Z 5,00,000@5% 12,500
Z5,00,001 -2 8.30.000@20% 66,000 78,500
Add: Health and Fducation cess@4% 3,140

CA Bhanwar Borana
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HLs e )
Kashyap, years, is entitled to a salary of ¥ 40,000 per month. He
option by his monhor lo take house rent allowance or a rent free acco
. m is owned by the company. The HRA amount payable was ¥ 8,000 per :
~ rent for the hired accommodation was ¥ 6,500 per month at New Delhi, Advice Mr. te.
whether it would be beneficial for him to avail HRA or Rent Free Accommodation. You
advice on the basis of "Net Take Home Cash benefits”. Assume Mr. Kashyap has

optlion to shift out of the default tax regime u/s 115BAC. [SM/MTP Q'.]"

Computation of tax liability of Kashyap under both the options

Particulars Option | -
. - SIS ] _ Tl i HRA @)
Basic Salary (¥ 40,000 x 12 Months) 4,80,000 |
Perguisite value of rent-free accommodation (10 of T 4_80,000) NA.|
House rent Allowance (T 8,000 x 12 Months) T 96000 '
| Less: Exempt u/s 10( 13A) - least of the followine
I’- 50% of Basic Salary ¥ 2,40,000
|
[= Actual HRA receiy ed ¥ 96.000
[~ Rent paid less 10, of salary ¥30.000 »
'Gross Salary ﬁ'”“,“ '
e b g 546,000 525000
| . 2,40,
Less: Standard deduction /s 16(1a) i Of]* 528,000,
i _ o ——
Net Salar, >0,000 50,000
J o ———
-€58: Deduction under Chapter \ I-A 36,000 4,78,000
Total Income A
Tax on togal § | 2 |
n Olalmmnu- 4‘96'0‘0“ 4.78,000
Less: Rebate - | M= X
11.900 “'mt Iu ;;‘ A - Lower of ¥ 12,500 o s 12,300 11,400
’ + lotal ine - Home-tax of F 15 1
COmg dclunult\u'cd?\"lm‘urrn v 14300 & 12.300

11,400/




e the et cash inflow under Option | (HRA) i higher
) RN s Y R S s (HRA) 1s higher
f 'Iﬁi_snonzr : .:' S “"'." _': 2 -_
Mr. Krishna (aged 65 years), a fur oy
v ! _ , & furniture manufacturer, reported a profit of ¥
the previous year 2024-25 after debi ufacturer, reported a profit of 3
Debits: ebiting/crediting the following items:
1. 20,000 paid to a Gurudwara regis e T D
no cheques are accepted. gistered uis 80G of the Income-tax Act, in cash where
2. ¥ 48,000 contributed to iversi : i | A
oo SRy a university approved and notified u/s 35(1)(ii) to be used for
3. Interest paid ¥ 1,67,000 on loan taken for -
20 purchase of E-vehicle on 15-05-2024 from
bank. The E-vehicle was purchased for the personal use of his wife. :
4. EIS firm has purchased timber under a forest lease of ¥ 20,00,000 for the purpose of
usiness. s

Credits:
1. Income of ¥ 4,00,900 from royalty on patent registered under the Patent Act received
from different resident clients. No TDS was needed to be deducted by any of the

clients.
2 He received ¥ 3,00,000 from a debtor which was written off as bad in the year 2020-21.

Amount due from the debtor (which was written off as bad) was ¥ 5,00,000, out of which
tax officer had only allowed < 3,00,000 as deduction in computing the total income for

assessment year 2021-22.

3 He sold some furniture to his broth
furniture was ¥ 9,00,000.

Other information :

1. Depreciation in books of accounts is computed by applying the
the Income tax laws.

2 Mr. Krishna purchased a new car
was put to use in the business on
taken on car in the books of account.

3 Mr. Krishna had sold a house on 30th March, 2022 and deposited the long term capital
gains of X 25,00,000 in capital gain account scheme by the due date of filing return of -
income for that year. On 1st March, 2025, he sold another house property in which he S
resided for 1 crore. He earned a long term capital gain of ¥ 50,00,000 on sale of this ==
property. On 25th March, 2025, he withdrew money out of his capital gain account and '.
invested ¥ 1 crore on construction of one house.

4. Mr. Krishna also made the following payments during the previous year 2024-25

. Lump-sum premium of T 30,000 paid on 30th March, 2025 for the medical policy S8
taken for self and Spouse. The policy shall be effective for five years 1. from 30th =

March, 2025 to 29th March, 2030.

7 8,000 paid in cash for preventive health
ute the total income and tax payable by Mr. Krishna for the assess

A s 1'!"-

er for T 7.00,000. The fair market value of such

rates prescribed under

of  12,00,000 on 1st September, 2024 and the same §
the same day. No depreciation for the same has been

check-up of self and Spouse.
ment year 2025-26.

(Jan 21 Exams)
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s : e e e ook nlace T respec
uring the previous year 2024-25, following e s it A i
Raghav who is 56 years old. i el L L respoct pfi
(I) Mr. Raghav owns two house properties in Mumbai.
5\-- ~ properties are as under -

e _—

e

n ece_i:d”per}r_mth Not 3PZ“:1'5;§ X 50.0.3:;
Municipal taxes paid 50-000 TSR
Interest on loan (taken for purchase of property) ¥ 3,50, A V00
Principal repayment of loan (taken from HDFC <¥2,00,000 ¥ 3,00,000
bank)

(i) Mr. Raghav had

— )
a house in Delhi. During financial year 2014-15, he hadH tragsfirgﬁfd the
house to Ms. Vamika, daughter of his sister without any consideration. House go

ife time of Ms. Vamika. The transfer was made with g
condition that 10% of rental income from such house shall be paid to Mrs. Raghav. Rent

received by Ms. Vamika during the previous year 2024-25 from such house property is ¥
5,50,000.

(ili) Mr. Raghay receives following income from M/s M Put. Ltd

* Interest on Debentures of 27,50,000: and

* Salary of 7 3,75,000. He does not possess the adequate professional qualification
commensurate with the salary received by him.
Shareholding of M/s M Put. [ tq. ason 31.3.20

Equity shares

- during P.Y. 2024-25-

25 is as under -

Preference shares
Mr. Raghay Nil Nil
Mrs. Raghay 2% 25%
Mr. Jai Kishan
(brother of Mrs. Raghay) 98% 75%
(Iv) Mr. and Mrs. Raghay form

Nce shares in Mis K Pwt. Ltd. He instructe
etanshi, daughter of his S

- N i 1 r
of Geetanshi, Dividend receiveq by Ms. Geetansh; de\_focable
4-25is % 3,00,000.




| Salary
[Since Mrs. Raghav along with her brother holds shares carrying
100% voting power in M/s M P, Lid, they have a simtfa% -
interest in the company. Since Mr. Raghav is working in the] |
same  company without any professional qualiﬁcati'ons' i |
commensurate with his salary, the salary of ¥ 3,75,000 received
by him would be included in the hands of Mrs. Ra‘ghﬁv. ' ek

Income from house property

House 1 [Self-occupied]

Net annual value -
Less: Interest on loan [upto ¥2,00,000] 2,00,000{ (2.00,000)

House 2 [Let out]
Gross annual value' [360,000 x 12] 7.20,000

7.20,000

Less: Municipal taxes

Net annual value

Less: Deductions from Net Annual Value

(a) 30% of Net Annual Value 2,16,000

(b) Interest on loan 5.00,000 4,000

House in Delhi [Since Mr. Raghav receives direct or indirect

benefit from income arising to his sister’s daughter,

Ms. Vamika, from the transfer of house to her without

consideration, such income is to be included in the total income

of Mr. Raghav as per proviso to section 62(1), even though the

transfer may not be revocable during lifetime of Ms. Vamika’s]

Gross Annual Value: 5.50,000

Less: Municipal taxes 1 A

Net Annual Value 5,50,000

Less: Deductions from Net Annual Value

(a) 30% of Net Annual Value 1,65,000

(b) Interest on loan | g s 3.85.000
1,89,000

Profits and gains from business or profession

Share of profit from firm [Exempt u/s 10(2A)]

pt income cannot be clubbed

Exem

e —

1  Rent receivable has been taken as the gross a
2 Rent receivable has been taken as the gross @

he absence of other information.

nnual value int . (
he absence of other information.

nnual value in t
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Question 29

Fo i iy e ion 60, since he
[Taxable in the hands of Mr. Raghav as per section 60, i |
' ur'[;nsfcrredlhe income, iec., dividend, without transferring the

asset, i.e., preference shares) i 0
Interest on debentures = 00
Interest from saving bank account 2,00,000

Cash gift [Taxable, since sum of money exc;cding (4 SG,GOQ is 75.000
received from his niece, who is not a relative as per section
56(2)]

Gross Total Income

Less: Deduction under Chapter VI-A
Deduction u/s 80C [Principal repayment of
loan T 5 lakh, restricted to ¥ 1,50,000]

Deduction u/s 80TTA [Interest from savings bank account]
Total Income

10,000 1,60,000
13,54,000

Mr. Ashish, a resident individual, aged 43 years, provides professional services in the field
of interior decoration. His Income & Expenditure

Alc for the year ended 31st March, 2025 is
as under:
__________———T——__________ —
Expenditure X | Income ¢
To Employees' Remuneration & 13,66,000 | By Consultancy Charges 28,80,000
Benefits R By Interest  on  pyplic
To Office & Administrative Exp. | 3.14,000| Provident Fund (PPF) 60,000
To General Expenses 75,000/ Account '
To Electricity Expenses 65.000|BY Interest on Savings Bank 20.000
Account '
To Medical Expenses 80,000 By Interest on National 21,000
To Purchase of Furniture | 4B000| Savings Certificates V||
To Depreciation 90,000  Issue (for 3rd year)
To Excess of income over exp. 39,43,000

e _553_.81000_ 59,81,000
The following other information relates to financial year 2024 -25:

(i) The expenses on Employees' Remuneration & Benefits includes:

(@) Family Planning expenditure of ¥ 20,000 incurred for the em

. ployees wh
revenue in nature, The Sdme was paid through account payee cheque.
(b) Payment of salary

of ¥ 25,000 per month to sister-in-law of Mr. Ashish, who was in-

Cha_rge of the Accounts & Receivables department. However, in CoOmparison to

similar work profile, the reasonable salary at market rates is ¥ 20,000 Per month.

(i) Amount received by

ich was

Mr. Ashish as Employees' Contribution to EPF for the month of
February, 2025 - 7 1 ted after the due date under the relevant Act

] 0,000 was depos;i
relating to EPF,




e trea :
‘covered by any health insurance policy. T
- ). ugh account payee cheque. D e
~ (iv) General expenses )earing in the Income & E o i
25000 paid to Ms, £ appearing in the Income & Expenditure Al
25,000 paid to Ms. Anjaleen on 5th January, 2025 as commiss "y
from new clients. Thi ' nuary, 2029 as commission foriise
i ror . This payment was made to her without deduction of tax at source.
(v) Written down value of the depreciable assets as on 1st A 5054 were as folowed
Computers T 35,000
vi) The new Furnitu ina i i -
e ' put to use on the same day. The payment was made as
- ¥18,000 paid in cash at the time of purchase of new furniture on 31/08/24.
- 19,000 paid by account payee cheque on 05/09/2024 as balance cost of new
furniture and : :
- ¥11,000 paid in cash on 31/08/24 to the transporter as freight charges for the new
furniture.
(vii) Mr. Ashish purchased a car on 02/04/2023 for ¥ 3,35,000 for personal use. However, on
30/04/2024 he brought the said car for use in his profession. The fair market value of

the car as on 30/04/2024 was T 2,50,000.
(viii) Mr. Ashish made a contribution of ¥ 1,00,000 in his PPF A/c on 31/01/2025.
(ix) The Gross Professional Receipts of Mr. Ashish for P.Y. 2023-24 was ¥ 52,00,000.
Compute the total income and tax liability of Mr. Ashish for A.Y. 2025-26, assuming that he
has opted out from default taxation regime u/s 115BAC. (July 21 Exam)

Answer 29

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

x =
Particulars T (4 3
Income from business or profession

Excess of income over expenditure 39,43.000

Add: Items debited but not allowable while
computing business income

- Family planning expenditure incurred  for
employees [not allowable as deduction since
expenditure on family planning for employees is
allowed only to a company assesse/not allowed
in case of individuals. Since the amount is
debited to Income and Expenditure Account, the
same has to be added back for computing

business income]

ster-in-law 1n excess of
diture incurred for which
made to a relative, to the extent it 1S

unreasonable is disallowed.
is not included in the
for the purpose of

_ Salary payment (0 sl
market rate [Any expen
payment is
considered
However, sister-in-law
definition of “relative”
section 40A( 2);
a
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‘omputers ¥ 35,000 x 40%] Tl ¥,
Fumiture [¥19,000 x 10%, since it has been
put to use for more than 180 days during the

-

2 _ﬂ:,rear]' [Any expenditure for acquisition of any|

 asset in respect of which payment or aggregate
of payment made to a person, otherwise than by
an a/c payee cheque/bank draft or use of ECS or
through prescribed electronic mode, exceeds
10,000 in a day, such expenditure would not
form part of actual cost of such asset. Hence, ¥
18,000 and ¥ 11,000 paid on 31.8.2024 in cash
would not be included in the actual cost of
furniture]

- On Car [ 3,35,000 x 15%) [Actual cost of car

would be the purchase price of the car to Mr.
Ashish, i.e., ¥ 3,35,000]

Less: Items of income credited but not taxable or
taxable under any other head of income

- Interest on Public Provident Fund [Exempt]

- Interest on savings bank account [Taxable under
the head “Income from other sources™]

- Interest on National Savings Certificates VIII

Issue (3rd Year) [Taxable under the head
“Income from other sources”]

Income from other sources

Interest on savings bank account
Interest on National Savings Certificates VIII Issue
(3rd Year)

Gross Total Income

Less: Deduction under Chapter VI-A

Deduction u/s 80C

Contribution to PPF

Interest on NSC (3rd Year) (Reinvested)

Deduction u/s 80D

Medical expenses for the treatment of father [Since
Mr. Ashish’s father is a senior citizen and not
covered by any health insurance policy, payment for
medical expenditure by a mode other than cash
would be allowed as deduction to the extent of ¥
50,000]

Deduction u/s 80TTA

E!;;;:sl on savings bank account to the extent of
10,000
Total income

1,00,000
21,000

20,000
21,000

1,21,000

50,000

39,95,350

E
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e e | el W
R250000-2500,000(@5% of ¥ 2.50 lak L [
 kesooon -2 10,00,000[@20% of 5 lakh] 250
' %10,00,001- % 38,55,350 [@30% of ¥ 28,55,350] B30003 ool
38.764
Add: Health and education cess@4% ~—l§i
10.07,869
Tax liability i
Tax liability (rounded off) —
Question 30

Mr. Shivansh, a resident and ordinarily resident aged 61 years, is el';glaged ;nt;heAt;JS;'ness
of ﬁanufaclur'ing of motor parts. He is subject to tax audit u/s 44AB of Income-tax Act, 1961
He has provided following information:

Profit & Loss account for the year ended 31st March, 2025

e
Particulars (%) Particulars ——___._m
To Administrative expenses 4,30,000 | By Gross Profit 98,30,000
To Salaries & wages 20,00,000 By Profit on sale of asset of| 2,00000
scientific research
To Interest on loans 7,50,000 By Winning from lottery (Net of 31,500
t TDS @ 30%)
To Depreciation 6,17,000
To Professional fees 2,70,000
To Rent, rates & taxes 2,80,000
To Travelling & conveyance 1,40,000
To Net Profit 15,74 500
Total 60,61,500 | Total 60,61,500
Explanatory information: R

(i) Opening and closing stock of finished goods were undervalued by 10%. Opening stock
of ¥ 4,50,000 and Closing stock of 9,

58,000 was shown.
(ii) Salaries & wages include following items:
(a) Contributed 20% of basic salary in National Pension Scheme referred in section
an employee Mr, Ganesh who has withdrawn basic

edmess allowance is 40% of basic salary. 50% of
rtof the salary.

d for retirement under the voluntary retirement scheme;
d to them on 1st January, 2025.

Dearness allowance forms pa

(b) Some of the employees opte
a sum of ¥ 2,40,000 was pai

(iii) Interest on loan includes interest paid @ 15% per annum on loan of ¥ 12,00,000 which
was taken from State Bank of |

ndia on 01.05.2024 for purchase of new electric car of ¥
15,00,000. The car is used for personal purpose.
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~oreciation allowable as per Income-tax Rules, 1962 is ¥ 450,0
'; |ation of such depreciation following addition wa1 = onsiie
- Motor car purchased for ¥ 3,00,000 foF SUSON of pr
2024 - pply of finished g
(V) An asset was purchased for ¥ 6,00,000 on 17-11-23 for conductir
and the deduction was claimed u/s 35 of the lncbmthaxrAc;ngggt‘F This
on 05-09-2024 for a consideration of  8,00,000. B -

Other information:
A plot of Industrial land which was used by Mr. Shivansh for business purpose for |
years was compulsorily acquired by Central Government on 07.05.2024. The compen
of 7 12,00,000 was received on 27.02.2025. Such property was purchased by him o

08.08.2005 for ¥ 2,00,000. He has purchased another plot of industrial land on 21.04.2 5
for  6,00,000. Government has also paid ¥ 54,000 as interest on such compensation on

4 28.03.2025.
Cost Inflation Indices: FY 2024-25: 363, FY 2005-06: 117
Compute the total income and tax liability of Mr. Shivansh for the assessment year'2025-265
as per default tax regime u/s 115BAC. Ignore Provisions relating to AMT.  (DEC 21 Exam)
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