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CHAPTER

Basics, Tax Rates AY 24-256

Alternate Taxation Regime ~ *

u - , .
Q ‘esﬂon ’ |DIverston of nganie - S €.
/ /( i), Yook crar thie PINDING busitiass of g sols ot by o sales desd, by por the sale deed,
AAZ Lid. undortonk By risrriding Ohisie

aeedition 1oy thies saley ¢ Srsidursth 0 ’ s gyt 7 15,0000 (6 by e yntes o1 thie ool POpetor
penc ol "; y g ," ,’ sraationny, 19 ol e iy sttt slby pngritigned thst the gogued Wiy
Lnargea on tna not profits of /(7 | e W ATRIGD P ORI ',‘,llr_;:;fll,u g5 8 QONGION O UEGHS56
of the gomng concearn, s the faerfrriessit o8 '//‘?'“'””'_) ’f"“”i}‘:‘*- }// /17 114, 1) the ywite of the sole

propristor in the nature of diversion of inooe o aphicsation ot i ng’ 1)

Answer

SOUSS

This issue came up for consideration before the /bt Kigh Compt in Jit & Vol K- Jays ) Jid. v CfY
(2004) (AN). The Allahabadd $igh Court obseryed that the s nsing, s hioh bad boon creatod i favour
of the ‘//if‘g of the i}')]‘}-]’"”l”it}'ll!l Ol }”“}’L{’:’J I,})H of the sale ’j‘)‘/’ '}7 y/},jt/‘h the L’;‘)j”;_’, CONGET N YIS
transferred to the assesses, ‘T he Obligption, therefore, arms attahid b the very sourcs of income ic., the going
concern transferred to the assessee by the sule dead, T he sale dood also spocifically mentioned that the
arnocurit in ql){'l"}tifﬂ} gty f;}]})[;{,x;d ¢t Ih:; et l,,t,ﬂf:} 4," 1’,;; P ‘/"””Il‘”l/ :)”1‘ ”“; HESCEECL G‘)l“]i““y }h"ld
accepted that obligation us a condition of puschase of the yoing concern, Hence, it s clearly o case of

diversion of income by an oversiding charge and not 4 mese application of income,

Question 2 (Liversion of Income - G Q.
WG Agency ic o partnership finn consisting of 1, WAohian and his thres major sons, The
partnership desd provided that sftar the dasth of e, 1Aohian, the busingss shall be continued by the
sons, subject to the condition that the fir shall iy 207, Of the protits, 1o theic imother, Lakshioni, Mr,
Mohan died in March, 2022, I the prasious yose 2077749, the raoonstitutcd firen paid 21 |akh
(equivalent to 2077, of the profits) 1o Lakshimni and olaimed the smount g dedudction from its income,
Ezamine the correctniess of the claim of the firm,

Answer

The issue raived in the problem is based on the concept of diversion of income by overriding title, which is
well recognived in the income-taz Jaw, In the instant case, the amount of 2 1 Jakh, being 20% of profits of the
firm, paid to Lakshi pets diverted st source by the charyge created ip her favour as per the tenms of the
partnership deed. Such income docs not reach the assessec-finm, Pather, such income stands diverted to the
other person a3 such other person has 2 better title on such income thap the title of the assessee, The finn
might have received the said amount but it 5o received for and on behalf of Lakshmi, who possesses the
overriding title, Thesefoure, the amount paid 1o Lakshing should be czcluded from the income of the finm. This
view has been confirmed in CIT v Narimman 13, Bharucha & Sons (1941) (Bom),



Question 3
aried emp

ars) is a sal
ar 2023-24 are as follows —

loyee, employed by BB Pvt Ltd. as tax advisor. His
. His inc

—
Ome

Mr Devam (32 ye -
he previous Y€

particulars

SR

L B

and tax incentives fort

Basic Salary
House rent allowance [X
ncession (

60,000 is exempted u/s 10(13A)]

LTC) [¢1,80,000 is exempt u/s 10(5)]

Leave travel cO
bution (NPS) by BB Pvt. Ltd. (12% of basic salary)

New Pension scheme contri
payment of professional tax by
Income from Property A (self—occupied)

Income from Property B (let out)
m Property C (let out)
ceived b
ceived by minor daughter of Devam

Devam

Income fro
Savings bank A/c interest re

Savings bank A/c interest re
nk account of Devam

y minor son of Devam

Interest on saving ba
ublic provident fund credited on March 31, 2024

Interest on p
OEEA and 80EEB and 80G

Deduction under section 80D, 80E, 8
NPS contribution by Devam

40,0()’000
90,000
1,95,000
4,80,000
2,000

(-) 1,05,000
60,000

(-) 80,000
800

2,000
28,000
55,000
2,81,000
4,00,000
20,000

PPE contribution by Devam
o know whether he should opt for altern

Devam wants t

ative tax regime from the AY 2024-25.

Answer
Mr. Devam PY 23-24 AY 24-25
Computation of Total Income & Tax Liability
Particular Normal Provisions Section 115BAC
g 3 4 4
Basi
Hz:: Salary 40,00.000 40,00,000
90,000 90,000
Less: Exempt u/s 10(13A) 60,000 30,000 N/A 90,000
LTC ’ ’ ’
1,95,000 1.95,000
Less: Exempt u/s 10 o
‘p u/s 10(5) 1,80,000 15,000 N/A|  1,95.000
NPS contribution by BB Pvt. Ltd. ’ 0,
4.80,000 4.,80,000
Gross Salary 5
Deduction u/s 16 ’ 45:25,000 HEEIE
(i) Professional Tax
(ii) Standard Deduction (2,000) Bl
(50,000) (S0.000)
Net Salary |
44,73,000 47,15.000




NIRRT

B o e Beapegty
Sl Oeenptod Froperty A
Fotont Propedty- i

Fobant froapeny (!

Tneome ooy ofther sonrees
SE Lderest of Minor Hon
Losti Exempl w/ 10(A2)

QU tterest of Minor Dinghile
Less: Hxempl w/s 10(12)

S Interest of Devim

Iderest on PRI

Lows: Exemptwsa 10011
Cross Total Income

Less: Deduetions we VI-A
See, KOC; PR

See, ROCCD() B cont, to NI'H

Sec, ROCCH Max, deduction u/m
KOCTROCCCIROCCH(Y iu 1,50,000

See, ROCCD(IDY I cont, 1o NI'S

See, 80CCD(2) ER cont, to NI'S
(1) LR Cont, 4,680,000
(1) 10% of Salary 4,00,000
Lower of above
Sec, 80D, KOLE, 8BOBEA, 80EEB, RO
Sec, 8OTTA Interest on S A/c

Total Income/Net 'T'nxable Income

[k ol 1 nyietnigy

¥

6,000
(HO000)

00
#oo
J000)
I h00)

A5,000

Ah.000

20,000
bAO000

370,000
[,50,000)

Bkt LISHAL
i ¥ ¢
(.05 000 LA
000050 (000031 Sebtff it
H”(I‘/JH‘ il
tritty/
fest sl
A4 A 00 A5 000
Hiti
HIA KO0
2000
Al HIA 7,000
J4.000 78,000
545,000
A5.000
A% 6,500 AT A5 800
N/A
N/ A
1,50,000
50,000 MN/IA
4,00,000 4,00,000
2,051,000 MNIA
10,000 NIA
34,485,500 43,45 500
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1: Basics, Tax Rates AY 24-25 & Alternate Taxation Regime

Chapter : - ;
Computation of Tax Liability
Tax u.; per Normal Provisions Tax as per section 115BAC

l‘ur(ifurlur A Rate[ Tax Amount Particular (Tatrr\

Ta

SR e : Amgy, "
Upto 2.50,000 Nil -| Upto 3,00,000 I
~2.50,000 upto 5,00,000 5% 12,500 [> 3,00,000 upto 6,00,000 50, ’ .
~ 5,00,000 upto 10,00,000 20% 1,00,000 (> 6,00,000 upto 9,00,000 10% 30’200
~10.00,000 upto 34,85,500 30% 7,45,650 (> 9,00,000 upto 12,00,000 15% 45’020
000

8,58,150|> 12,00,000 upto 15,00,000 20%

Add: HEC @4% 34,326 (> 15,00,000 upto 43,45,800 30% 8,53,74¢

: 476 Ty

Net Tax pﬂyable 8;92’ 10,03’740
Add: HEC @ 4%

@ % 40,150

Net Tax Payable 10,43,89¢

Conclusion: Since in the present question tax as per normal provision is lower so Mr. Devam should opt

normal provisions for AY 24-25.

Question 4

BB Ltd is incorporated on
Manufacturing activity is sta
income of BB Lid. is as follows —

[115BAB - Handmade]

October 20, 2023 to commence manufacture of Bikes in Rajasthan
ted on December 10, 2023. For the year ending March 31, 2024,

Particulars 7
Income from manufacturing of Bikes (computed as per provisions of 115BAB) 60,45,000
Bank FD interest ‘ 3,00,000
Short-term capital gain on transfer of land (Computed) 18,00,000
Short-term capital gain on transfer of a Depreciable Assets (Computed) 2,00,000
Rental Income from Commercial Property 7,00,000

ical party. BB Ltd. has opted for lower tax regime of section

BB Itd has donated ¥ 50,000 to a polit
ax return. Find out

115BAB. Necessary option uploaded at the time of submission of first income-t
the tax liability of BB Itd.

Answer

Computation of Total Income PY 23-24 AY 24-25
Particular 4 4
Income from House Property
Rental Income from Commercial Property 7,00,000
Deduction u/s 24 N/A 7,00,000
Profit & Gain from Business or Profession
Income from Manufacturing Activities 60,45,000

i —




Chapfer 1i Basics, Tax Rates AY 24 26 & Alvernate Taxafion Heqgime

“‘:l;‘?lﬂlhll‘ ¥ Y
apiml Gain I - | |;f,ll,l,'(,{,l,:‘
STCG on Land l '/,h(/,/r’mI
STCG on Deprecinble Assels t
Income from other sources \\ L L0 GO0
Interest on Bank D G0 AS OO0
Cross 'Totud Income F A
Deduction w/s 8OGGH; Donation (o Political Party GOALH00

Total Jneome(N'IT)

Computation of 'Tax Linhility

Particular Ineome | 'Tax Rate| ¥
(i) Tax on House Property Income ] -‘A-;/-;‘r";j“"” | 21 A4.000
(i) Tax on Interest on I'D 500,000 22 60,000
(iii) STCG on Land 00,000 2204 300,000
(iv) Tax on Balance Income 0245000 FA% ) 0,086,750

Totul 00,A4%,000 14.52,150
Add; Surcharge (e, 10 58,2758
100,025

Add: HEC @ 4% 0,42
Net Taxable Puyable 17.76,7346

Question 5 [116BAB — Q optod from Doc, 21 Exame and includod othaor adfuttmaonts)

Devam Ltd., a manufacturing company, is engagad in the manufacturing of leathor products cince
01-11-2022.in the State of Tamil Nadu, As per Statement of Profit and Loss for the yoar onded 31601
March, 2024, the company showad profit of ¥ 1,20,00,000 alter dobiting or crediting the following
items:
(i) The opening and closing stock for the year wore T 65 lakhs and 7 54 lakhs roopectively,
Opening stock was ovorvaluod by 10% and Closing stock was undorvalucd by 10%.,

(i) Devam Ltd. paid ¥ 10 Lakhs in foreign currency as sales commission during the year without
deducting tax at source to Mr. John, a citizen of U.S.A and non-resident, for procuring
orders from outside India.

(iii) ¥ 45,000 paid in cash to Mr, Raj employee of the company at the time of his retirement,

(iv) Profit on sale of 2000 shares of M/s. VKL LTD, a listed company 2 3,50,000. Thease shares
were sold on 7-10-2023 for ¥ 250 per shara. The highest price of VKL LTD, quoted on the
stock exchange as on 31-01-2018 was ¥ 175 per sharc. The said shares were received as
gift from 100% holding company & such company acquired for 2 75 per share on
10.06.2016. STT paid both at the time of purchase and sale of shares.

(v) STCG derived from transfer of a Capital asset on which no depreciation is allowable undor
the Act R 75,000.



Chapter 1: Basics, Tax Rates AY 24-25 & Alternate Taxation Regim
e
(vi) Profit of T 6 lakhs on sale of plot of land on 24-07-2023

(vii)

(viii)

(ix)

(xii)

(xiii)

(xiv)

(xv)

. . . t // I~
the entire shares of which are held by the assessee conowp\a\n; L,[T,D' a domeqnc
« the plo N

Devam Ltd. on 30-09-2022. t was

COm
p '

Credits to statement of Profit and Loss Account include divi Y
September 6, 2023 from a domestic company. dividend of ¢ 50,000 recei
Veq
On

¥ 20,000 paid for expenses in connection with the inay

4 X guratio
expanding the business. N of a new branch OPengy
fOr

¥ 20,000 paid as penalty to Government for company's failure in perfor

within stipulated time. There was delay of 4 months and according tO”t‘hance of q Conyy

company had to pay a penalty of X 5,000 per month to the Government e agreemeny S\ct
) ' g

An amount of ¥ 5 lakhs was paid to the manager of the co
m
Retirement Scheme. Pany under Voluntgy,

Interest of ¥ 75,000 paid by bank remittance, on deposits made by non-reside t
goods manufactured by the company. The said payments were made outside lgdiguyers of

deduction of tax.

Marked to market loss amounting to ¥ 6,00,000 in respect of an unsettled deriyar:
contract. The contract was settled in May, 2024 with a gain of ¥ 1,00,000. Brivative

Contribution of ¥ 2,50,000 to a scientific laboratory functioning at the national leve| wit
specific direction for use of the amount for scientific research programme approved b I rt] a
prescribed authority. Y the

Rent of ¥ 60,000 p.m. received from letting out a part of its office premises. Municipa tax
paid in respect of the said part of the building is ¥ 8,000. The same has been debiteq to

statement of profit and loss.
Depreciation on tangible fixed assets as per books of account ¥ 2,20,000.

Additional information:
(1) Depreciation on tangible fixed assets as per Income-tax Rules ¥ 2,60,000.

(2) Company has acquired on 15.11.2023, new machinery for ¥ 20,00,000 and put the same to

use on the same date. Depreciation on such machinery is not included in point (1) above.

(3) During the year F.Y. 2023-24, the company has employed 56 additional employees. All

these employees contribute to a recognized provident fund. 39 out of 56 employees joined
on 1-6-2023 on a salary of ¥ 15,000 per month, 14 joined on 1-7-2022 on a salary of ?
45,700 per month, and 3 joined on 1-11-2023 on a salary of ¥ 22,000 per month. The
salaries of 9 employees who joined on 1-6-2023 are being settled by bearer cheques every
month. Audit under section 44AB has been done before the due date.

(4) The company has paid through bank ¥ 1,20,000 to National Fund for Rural Development.

(5) The Company opted for concessional rate of tax and exemption from MAT u/s 115BAB for

Assessment year 2024-25.

Compute the total income and tax payable for the Assessment Year 2024-25 clearly stating the
reasons for treatment of each item.



Chapter 1: Basics, Tax Rates AY 24-25 & Alternate Taxation Regime
Answer

Computation of Total lncome of Dey am Ltd. for the A.Y. 2024-25 under section 115SBAB

Particulavs Y Amount (in ) |
1 [ Income from house property S

7.20,000
Rental income [T 60,000 x 12] |

1
s
' N N \;
[No deduction is allowable in respeet of such income. since the
company has opted tor concessional regime under section 115BAB. |
Henee, deduction tor nmunicipal taxes p;\r\d and deduction@30% ot net |
annual value s not allowable) {
1L | Profits aud gains of business and profession

|
|
{
{
\

-

Net protitas per Statement of profit and loss

1.20.00.000
Add: Overvaluation of opening stoek [¥ 55.00.000 x 10'110]

5.00.000|
Undervaluation of closing stoek [ 54.00,000 x 10/90]

z
|
!
{

| | E

j 6.00.000 | '

i |

i

Add: Ttems debited but to be considered separately or to be
disallowed

(1) Sales comuission to Mr. John, a non-resident, for procuring
orders from outside lndia

theretore, not received by him or on his behalf in India. Since| \l
conmnussion wweome  for procuring orders by non- resident who | \
renuaing outside lndia is not subject to tax in India. disallowance under |

section 401 s not attracted 1n tespect of payment of commission to |

such non-resident outside India even though tax has not been deducted
at souree. |

1

|

1

(2) Payment to Mr. Raj, an employee, on his retirement |
|

[Section 40A(3) provides tor disallowance@100%, of the expenditure |
incurred exceeding I 10,000 otherwise than by an account payee}
cheque drawn on a bank or an account payee bank draft or use of 1
clectronic clearing system through a bank account or through such|
other electronic mode as may be prescribed. However, no|
disallowance under section 40A(3) is to be made as the amount paid to |
Mr. Raj is on his retirement sinee such sum payable does not exceed <
50.000. This exception is provided in Rule 6DD]

\

i
~ . . . . . ~ o~ |
(3) Expeunses in connection with inauguration of a new branch for

\ Nil
expanding business -1
i
< |
[Expenses

in connection with inauguration of a new branch for|
business is allowable as revenue expenditure since it is!
incurred wholly or exclusively for business purpose. Since the same is|
already debited in statement of profit and loss, no further adjustment is “-}

expanding

required]

i




o eappment for failure in performance of 2
e) Pennlty (0 Governnu

cnllll'xu‘l
ulfilment of contract within

| The penalty of T 20,000 paid for non-l cor
me s nol for the preach of Taw but was paid for breach of
‘ } \ ) AN . ) o5 e o
obligations and theretore, 18 an allowable expense. Since 1t
hi((\l in statement of profit and loss, no further adjustment

s(ipulnh‘d (1
contractual
is already de

Nil

e ———

is required] , )
ypenditure

y Retirement Scheme ¢
voluntary retirement scheme 1s
35DDA. Since whole amount
and loss, 4/5th has to

5 Voluntar
expenditure on

[Only 1/5th of
allowable overd period ot five years u/s

of expenditure 18 debited to statement of profit

4,000,000

be added back R 5.00,000 X 4/5]. -
(6) Interest paid to non-resident buyers of goods, on deposits made

75,000

e —

{ to non-resident buyer of goods, on deposits made by
accrue or atise in India since such interest is paid
csident, which used such deposit for the purpose of
it in India. Thus, such interest 18 chargeable to

by them
[Interest paic
them is deemed o
by the company. & I
business carried on by

is required to deduct tax at source on such
interest paid 1s attracted under
¢ therefrom.]

tax in India and Devam Ltd.
interest. Disallowance@100% of

section 40(a)(1), since tax has not been deducted at sourc

(7) Salary paid to cmployees through bearer cheques

[Salary paid through bearer cheques (9 employees X ¥ 15,000 x 10
months) will attract disallowance u/s 40A(3) and hence, the same has
to be added back] [See Note at the end of the solution]

13,50.000

(8) Marked to market losses

[As per ICDS 1, marked to market losses cannot be recognized unless
the recognition of such loss s in accordance with the provisions of any
other ICDS. Since such losses have been debited to the statement of
profit and loss, they have to be added back for computing business

income]

6,00,000

(9) Contribution to National Laboratory

[]18(5) ()Betj s(ejctiqn 3i(ZAA) donation to National Laboratory eligible for
+ deduction but when assessee opted s 1 1 i
100 e allowed] p ection 115BAB then this

2,50,000

(10) Municipal Taxes paid [Not allowed in PGBP]

(11) Depreciation on tangible fixed assets

[The amount of T 2.20 lakh, bei
. L , being depreciation as
account, debited to statement of profit and loss has to be ggcriegoboalfzsk]()f

8.000
2,20,000

Less: Depreciation u/s 32

Tangible fixed assets
2,60,000

Plant & Machinery




_ Parcticulars

Amount (in %)

-.Nnmml Depreciation (¥ 2(\()0,()0() X 7_.5'3'(., 1'5(”)()(;
sce put to use for less than 180 days

during the P.Y. 2023-24)

(4,10,000) 35,93,000

- Additional depreciation [not allowable since

1,55,93,000

company is opting for section 1 ISBAB] =

Leoss Ttemms crad 3,50,000
ess: Items credited but chargeable to tax under another

head/expenses allowed but not debited

1. Profit on sale of shares of M/s VKL Ltd.

[Capital Cjain fu'ising_on sale of shares of VKL Ltd. is taxable under

the t}ead Capital Gains”. Since the profit on sale of shares has been

credited to .thc statement of profit and loss, the same has to be

deducted while computing business income]

2. Short term capital gain on sale of capital asset on which no 75,000

depreciation is allowable

[Short term capital gain arising on sale of capital asset is taxable under
the head “Capital Gains”.

Since such STCG has been credited to the statement of profit and loss,
the same has to be deducted while computing business income]

|

3. Profit on sale of plot of land to 100% subsidiary

[Taxability or otherwise to be considered under the head ‘“Capital
Gains". Since such profit has been credited to the statement of profit
and loss, the same has to be deducted while computing business
income]

6,00,000

4. Dividend received from domestic company

[Dividend income from domestic foreign company is taxable under
the head “Income from other sources”. Since the said dividend has
been credited to the statement of profit and loss, the same has to be
deducted while computing business income]

50,000

5. Contribution to National Fund for Rural Development
[In respect of payment to a National Fund for Rural Development,

deduction is allowable under section 35CCA while computing
business income. This deduction is permissible in case of an assessee
opting for section 115BAB also]

1,20,000

6. Rental income from letting out of office premises

(Rental income from letting out a part of the office premises is taxable
under “Income from house property”. Therefore, it has to be deducted
while calculating business income, since the income has been credited
to statement of profit and loss)

7,20,000 19,15,000

i

Profit & Gains from Business or Profession

1,36,78,00(ﬂ

>

CA Bhanwar Borana



I'articulars
»" V‘E(V‘nrpi(:ﬂ Cnlll\ D
I 1. Long term capital gain on sale of shares of M/s, VKL Litd.
|Since shares were held for more than 12 months)
[Full value of consideration (2,000 x T 250)] 5,00,000
- Less: Costof acquisition - Higher of (i) and (ii) 3,50,000
t (i) Actual cost of acquisition (2,000 x ¥ 75) X 1,50,000

| Add: Healy

\ T . .
\ Tax Yiabilis

1 ,90,000 \".‘Le%‘,’i.’ TDs
l (i) 2 3,50,000, being lower of fair market value as on 31.1.2018 | Tax pave
(ic. 2 3.50,000, being 2,000 x 175) and sale consideration \ P
(i.c., T 5,00,000) (Tax pay
Workin
2. Short term capital gain on sale of capital asset on which no -
depreciation is allowable |0 ole
3. Profit on sale of plot of land to 100% subsidiary f;fﬂ
[Short-term capital gains arise on sale of plot of Jand held for less than 75,000 225 \‘\((‘l“a!"f
24 months. However, in this case, since the transfer is to a 100% =000 —
subsidiary company and the subsidiary company is an Indian ) | Add
company, the same would not constitute a transfer for levy of capital Nil \\mp
gains tax due to section 47] ﬁ?
[I1 |Income from Other Sources ‘ A
Z
Dividend income from domestic company | | 55355z 4
[50,000/90 x 100] \ }
; ]
Gross Total Income 1,46,78.555.
Deduction u/s 80JJAA ‘,:
[See Working Note below] 14.49,000|
Total Income 1,32,29.555!
Total Income (Rounded Off) 1,32,29,56()'}
Computation of tax payable by Devam Ltd. for the A.Y.2024-25 under section 115BAB
Particulars \ 3 \ < W\
Tax on long-term capital gains in excess of T 1 lakh @10% u/s 112A [ 50,000 x 5,0()01;
10%]
Tax on short term capital gain of ¥ 75,000 derived from transfer of a capital asset 165001\,
‘on which no depreciation is allowable @22% \\
Tax on House Property income of % 7,20,000 @22% 1,58,400'\-\
Tax on dividend income of Z 55,555 @22% 12222
Tax on business income@)15% of % 1,22,29,000 (i.e. 1,36,78,000 — 14,49,000) _lﬁjj‘;ﬂli
20,26472)
Add: Surcharge(@10% M
22,2911




Chapter 1. Buales, tar bated £ 24 /‘7"//’7"" g 1a7aisn pegins

Partisulary |08 ; s fr
Aded: Hlealth anel seliesibion ceggyAty, ' 944
Tar linbility | IR
Lesa: TDS tty dividsnd ine e | | 55599
Tax panynhle | : D5 )2.47% |
ln;_gnjnhle (Founded Off) ) | /4,1’/«//"0‘}
Ml[{ fi‘uw < Compitation ut dedivetion ifs 9554 5
No of elu,;hl; selditiesmial stnplerpess 154 (- )14~ 4] f 33?

114 emplayess whio joined o | //!r// g tiedd egsility s Pl i) €4ns) ///u,',’ BIRAAL T ,
monthly emolutments szcead 05 G0, Hemeaer, s capileapass wthity s i 301 724977 ’
qualify as additional cinplersyes ',,, since thisy b ;,u,, shipltrgedd tor e Siay 150 ,';;/z-,j '
during the r. (202722, '

/\ddlljmnd mplu/t g cost sty the ttal comliants i o ekl Wy wddiiens)
emiplayees smplayed duting the 3.0 2007 4%, Mo, th aiditioms) o/'wl///'/, |

respect of O empliyees v juinsd an 02000, uhrs sy i e by b sy |
vrould be Nil,

/\dd:tlmml r'mplu/t “ u,r,f o | 7 //?,,’5‘ ]

[? 15 0’)“ 290 b”l[l’llyl': s (3Y - 1/} 710 ”"”‘””*tj ]7 //I’(}(,(I 7 ”H}lj’/'/"/‘)b 75 fl}’/,‘lfi()‘-;J ~7| |
45,00,000+ 7 ! 'lr; :;m, | 7
I’llgtblc dmlm,lmn = /f//,,,; 7 A44,40,000) 7 1449 09

Note — .;inm/ // I Y ///,/i/'/// oy azstmne that remunerilion paid 1o empliyees has been deljited 1y statement of
profit and vz, conseguently, disullowance wdd b aftpacted n pespect gf remuperation paid v 9
employees by boarer chegue every month, Avcordingly, 2 13, 50,000, being salury paid 149 cmply yecs during
the I, Y.2022-23 huy heen addod back while compmuting profits apd gains of husiness or profession.

If a view iz taken that the details of remuneration paid 1o cmplyyecs, given by gy of “Additional
Information”, are only fur the prppsiie of computation of deduction undey section 200144, then, the
compulation of income under the head “Profits and pains of bhusiness and profession” gould bhe without
providing for dizallowance undey section A0AC3) in respect of payment g emmpleyees by bearer chegue,

Question 6 [T 1BBAC/I0AAEOLIAL —~ INTER TP Dec, 21)

Mr. Dheeraj, aged 48 years, a recident Indian has fumiched the folloing padiculzrs for the yezar
endod 51,03,2024;

(i) Hea occupiss ground floor of his residentisl © Uu'}.'m and nise et ot first fioor for residentizl

use at an annual rent of 2 8,34,000, He hiss psid iunicipsl tares of 2 20, '//; for tne current
financial yoar, Both theses floors are of egusl e

(i) Az por interest cortificate from 1CICI bank, he paid 2 1,20,000 a5 interest w:; 7 45,000
tovmrd, principal repayment of houting loan borraned for the aioye regidentizl building in
thes year 2015,

(ili) He owns an industrial undertaking eotablished in a2 SEZ and which nzd commen
operation during the financial year 2020-21, Tatal turnagyer of the undenzving was ?
lakhe, which includes 7 120 {abkne from crpont turnogcre, This industrisl undernzring futtills

A R BV

70

N \‘
S

t

J Ui
,

the conditions of section 10AA of the Incorme-tar fct, 1961, Profit from this industry is
laakhs,

‘h\
DO

(4) -



Chapter 1: Basic.
7 emplo ed
(iv) He &8 4 ut of 20 employees,

s for the sai
12 were employed on 1st May 2022 on mo
n u
1st August 2023 on monthly etmhly emmu?hyear 3

023-24. 0

gf \'018.000 and remaining weré emplqyed on ! :

7 12,000. All these employees parthlpate in recognised provident fund and X

\ directly to their bank accounts. oy ary éa‘
4

their emoluments
v) He earned 3 30,000 and X 45,
respectively.
(vi) He aiso sold his vacant l
the time of transfer was

lakhs and Stamp duty va
on 15.9.1997 for 7 280

7141
jue on

time.
x for the financial year 2023-24

The cost of inflation inde
respectively.

He paid insurance premium of
dependent on him.

o compute his
manner so tha

(vii)

You are requested t
Year 2024-25, in the

Answer
Compu

Income from house property
Let out portion [First floor]

Gross Annual Value
absence of other information]

Net Annual Value (NAV)

Less: Deduction w/s 24
(a) 30% of X 3,19,000

Annual Value

Less: Interest on housing loan

Income from SEZ unit

and on 01.1
The FMV of the land as on 1st April, 2001
£ WaS

lakhs. He ha

total inco
t he can make maxi

tation of total income of Mr. Dheeraj

I

Less: Municipal taxes paid by hi
pertaining to let out portion [330,000/2]

(b) Interest on housing loan [ 1,80,000/2]
Self-occupied portion [Ground Floor] 1.33.300

[No deduction is allowable in respect of municipal taxes paid]

Income from house property [3 1,33,300 —< 90,000]

II_ Profits and gains of business or profession

000 as interest on saving bank deposits and fixeq
e
22023 for ¥ 13 lakhs. The stamp duty valug
of la
ng A

d date was ¥ 3.6 lakhs. This land was a

. ) 5 cquir 43

d incurred registration ex ed by p
g penses of ¥ 12,09 a¥ R‘\m

akhs.
the sai

7 49,000 towards life insurance policy of his son, wh
. 2 B0y no
t

mum tax savings.

for A.Y. 2024-25

4 3
[Rent received is taken as GAV, in the 3,34,000
m in the P.Y. 2023-24
15,000
3,19,000
95,700

90,000 1,85,700
Nil

90,000
(90,000)

at
and 2001-02 are 3

me and tax liability of Mr. Dheeraj for the Asseg
SMmen

< Tax Rates AY 24-25 & Alternate Taxation kegime
s d industrial undertaking durin
g the preViQ

20 new employeeé

45,00,000

CA Bhanwar Borana

(2>

Capital

Long-tes
than 24

Full V;
lakhs,
actual

Less:

Cost
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__Chapter 1: Basics, Tax Rates AY 24-25 & é}*#j_’f{‘f“ﬁ Tf‘f}f_i_?"‘

N _ Particulan

Capital Gains T
Long-term capital gains on sale of |

than 24 months)

Full Value of Constde

The INeS of- 3 - ~
lakhs, sinee SRMp duty value of ¥ 14 lakhs does not excead
actual consideration by more than 100 o]

Lesst Indexad Cost of acquisition (X 3.60.,000 X 3487 100]

Cost of acquusition

and (stnee held o more |

wnon {Actual constderation ot X 13|

|

i
[
l
|

i

|
|
|
|
|
|

»
AN

Regime
"\ <

| 8 - *

-
\

u

|

| 13.00.000

|

' ,

)

1232300 4720

Higher of -

- Actual cost X 2,80 lakhs + 3 0,12 lakhs =% 2

X 2.92 lakhs and

‘- Fair Market Value (FMV) as on 142001 =% 4.8 lakhs but

cannot exceed stamp duty value of ¥ 3.8 lakhs.

|

v

Income from Other Sources
Interest on savings bank deposits
Interest on fixed deposits

'Gross Total Income

O S I ———

\

]

\

‘1

|

|

|
30,000 '
43,000 73,000

46.63.300

' Less: Deduction w/s 10AA

;
[Since the industrial undertaking is established in SEZ. it is

| entitled to deduction u's
| P.Y.2023-24 being the 4th year of operations]

[Profits of the SEZ x Export Tumover/ Total Turnover)
100%

[T 45 lakhs x X 120 lakhs/ ¥ 400 lakhs x 100%4)
Less: Deduction under Chapter V1-A

Deduction under section S0C

Repayment of principal amount of housing loan

allowable, even though not dependent on Mr. Dheeraj

Deduction under section SO0JJAA

12,000 x 8)]
Deduction under section SOTTA

Interest on savings bank account, restricted to ¥ 10,000

Total income

LOAA@100% of export profits, since

X

Insurance premium paid on life insurance policy of son

30% of the employee cost of the new employees employed
during the P.Y. 2023-24 allowable as deduction [30%0tX
31,44,000 [X 23,76,000 (12 x 18,000 x11) + T 7,68,000 (8 x

——— e

13300000
\

\
\

|
'!
03,000 "

|
\
\
|

49,000 1.44.0003’

043,200

10,000
; 10,097,200

22,118,300
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Chapter 1: Rasics, Tax Rates AY 24-25 & Alternate Taxation Regime

The computation of total income and tax liability as per the provisions of section 1ISBAC would be as
folloms:

(]!M;‘Hfdl’fﬂ"’ of roral moome l"_f.‘,r. Dhceraj as per secnion 1158 4(']}»7‘ 4.Y. 2024-25

Particulars Y T

| —————

Gross 1 otal h?\ OIS as per regular provisions of the Income-tax Act 2665300

Add: Interest on bomowing in respect of selfcoccupiad house property not
allown able as «J\‘dl\“{“\'\ as per soction 11 SRAC

S0.000
Gross Towml Income as per section 115BAC 47.55.500,.
Less: Deduction under section SQJJAA
30% of the employee cost of the new employees er ployed during the P.Y. 9.43.200
2023-24 allowable as deduction [30% of T 31.44.000 [T 23.76.000 (12|
NS00 X 1D =X 768000 (S x 12.000 x S\]
No deduction under section 10AA or under Chapter VI-A allowable except | | 943200
u s SOIJAA
Total income ‘ 38123500
Computation of tax liability as per sectdon 113BAC
?Parﬁcnlars 4 54
Tax on total income of T 38.12.300 ;
[ Tax on LTCG of T 47.200@20% | , S 220
;Ta.\' on remaining toral income of T 37.63,100
| Upto T 3.00.000 Nil
I’Z.OOOO]—?(SOOOOO[E“‘ T 3 lakhs] ‘ 15.000
| T 6.00.001 — ¥ 9.00.000 [@10%0 of T 3 lakhs] : 30.000
T 9.00.001 —% 12.00,000 [@15% of T 3 lakhs 43.000
T 12.00.001 — T 15.00.000 [@202%5 of X 3 lakhs] 60.000
‘¥ 15.00.001 — T 37.65.100 [@30% of T 22.65.100] ; 6.79.330  R.29.330
| | S.382270
| Add: Health and education cess@-42% ~f | 33.559
ETotal tax liability 1 8.72.529
| Tax liability (rounded off) | $.72.530

Since tax liability as per section 115BAC is higher than the tax liability of T 8.68.010 being higher of AMT
liability and tax liability computed as per normal provisions of the Income- tax Act. 1961. it is beneficial for
Mr. Dheeraj to exercise normal provision. In such case, his tax liability, therefore, would be T 8.63.010.
Moreover. Mr. Dheeraj would also be eligible to claim carry forward of AMT credit of X 3.76.390.



Chapter 1t Basics, Tax Rates AY 24-25 & Alternate Taxation Regime

Question 7 [115BAD/80JJAA/80P

ABC Co-operative sociely is derived following income during PY 23-24 from followin

TR

\i\ U]

() Inoon

(1
(V)
) eor
\\'l\
\\',.\ Ineot
W ) Ine

1 has emploved ten new employees with salary of X 20,000 p.m. on 1.56.2023. Sa|5
tpavee cheque. It gets its books of accounts audited under section 44AB.
advise whether it shoy|q opt fq

I the

SN N AT Y
LR S N R LR

Saman o
L LR S

[OASE] ProvEs

Answer

s total income and tax liability for A.Y.2024-25 and
sions under section 115BAD.

some from house property (Computed) ¥7,50,000
e from marketing of agricultural produce grown by its members ¥ 4,00,000
Ineome from collective disposal of labour of its members I 15,00,000
Income trom processing with the aid of power ¥35,00,000

some from other business activity 3 25,00,000

Imterest from another co-operative sociely X 10,00,000

ne by way of dividend from another co-operative society: ¥ 5,00,000.

yme by way of interest on fixed deposits with banks: ¥ 42,00,000

~Similar

RTp i
N

Computation of total income & tax liability of ABC Co-operative Society for A.Y.2024.25

(under the regular provisions of the Act)

Tncome from House Property (Computed)
| ~ N . .
Profits and gains of business or profession

| . . -
ncome from marketing of agricultural produce

Particulars

4

4

| ~ . . ~
Tncome from collective disposal of Tabour

Tncome from processing with the aid of power

Nncome from other business activity

ncome from other sources

nterest and Dividend from another Co.Op. Socicty
|

Nnterest on bank fixed deposits

1
'Gross Total Income

|
| Less: Deductions under Chapter VI-A

Deduction w/'s SOJAA [30% of < 20,000 x 10 employees x 11 months]

]

| Daduction w's S0P
[ABC Co-operative society is entitled for deduction under section 80P,
on the whole of the amount of profits and gains of the activity of
marketing of agricultural produce grown by its members, Collective

| dispasal of labour & interest/dividend from another co.op. society &
also eligible for 30,000 general deduction for other activities income]

'Total Income

Tax liability:

Upto < 10.000 - 10%

4,00,000
15,00,000
35,00,000
25,00,000

15,00,000
42,00,000

6,60,000
34,50,000

1,000

7,50,000

79,00,000

57.00,000
1,43,50,000

1,02,40.00




Chapter L Basics, Tax Rates AY 24-25 & Alternate Taxation Realine

B L Pavteulars
10,000

N 220,000 20
220,000 - 2

10240,000 — 20%,

Add: Surcharge @ 7% as total income moere than L evore
Marginal Reliet — T 46,830

Above amount restricted to Tax on 1 erore + (N1
220,907,000 + X 240,000

Add: Health and education cess@@4%

Tax liability

Alternate Minimum Tax

1 Crore)

Total lncome

Add: Deduction under section SOMJAA
Adjusted Total Income

Alternate Minimum Tax(@ 15% ot X 1,09,00,000
Add: Surcharge @ 7%

Add: Health and education cess(@4%

Alternate Minimum Tax

the co-operative society would be X 33,606,480,

under section TISBAD for A Y. 2024-28

e e —— T L AT

Particulars

Gross Total Income
Less: Deductions under Chapter VI-A
Deduction w/s 80JJAA [30% of T 20,000 x 10 etployees X L1 months]

Deduction u/s 80P [Not allowable where the cooperative society opts tor
section 1 15BAD]

Total Income

Tax liability

22% of ¥ 1,36,90,000

Add: Surcharge@10%

Add- Health and education cess@4%
Tax liability
Tax liability (rounded off)

Since the tax liability under section 1
of the Act, ABC Co-operative Socicty $

hould not opt for section 115BAD.

-

X
L A00
20,060,000

Computation of total income & tax liability of ABC Co-operative Society

-
\

©.00,000

1S5BAD is higher than the tax liability under the regul

<

11,00,000
SRR
VDNAR W
200
000
BLREY
AARUER LY

1,0.2,40,000
0,060,000
Lo, 00,000
16,345,000
LA
1740450
oLV T7Y
18190428

Since AMT is lower than the tax payable under the vegular provisions ot the Act, the tax lability of

»
\

143,530,000

0,00,000
1,36,90,000

20,1 1,800

RENDA
34,458,400
34,45,500

ar provisions



Chapter 2: Income from Capital Gains

CHAPTER

N

Income from Capital Gaj,

——

Question 1 [Flrst Proviso to Soc A .1
Mr. A, a non-resident Indian romits US $ 40,000 o India-on 16.09.2001, Tha e, .
utilised on 3.10.2001 for purchasing 10,000 shares in A Ltd an Indian Company at iy Fiilg (,l|"2’r117

per share. These shares are sold for 148 per share on 30.03.2024, ?

The telegraphic transfer buying and selling rate of US dollars adopted by the State ik Of Indiy
as follows:— i

M O’l

'i ‘Date | Buying Rate (1US $) Selling Rate (1 Ug g)
16.09.2001 18 20
03102001 19 o1 |
 30.03.2024 59 61 |

Compute Capital gain chargeable to tax for the AY 2024-25 on the assumption that these (,h;‘m‘,;
have not been sold through a recognised stock exchange.

Answer

Where the shares are not sold through recognised stock exchange.
T e e US'$
Sale consideration (4,80,000/60) | 4000
Less: Costof Acauision 12000020) — o
Long-term capital gzil‘in ! 2000

Long-term-capital gain converted into $ 2000 x ?59 —*.-A? 1; 1 8,000

Question 2 [Bonus Shares - SM Q)

Ms. Usha purchases 1,000 equity shares in X Ltd an unlisted ¢ ' é
ks ) i 2d company, at a cost of 7 30 per share
(brokerage 1%) in January 1996. She gets 100 bonus shares in August 2000, She again gets 1,100

bonus shares by virtue of her holding in February 2 ‘ 5 ,
April 1, 2001 is % 80. g y 2006. Fair market value of the shares of X Ltd. on

On 1st January 2024, she transfers all her shares @ % 200 per share (brokerage 2%)
Compute the capital gains taxable in the hands of Ms. Usha forthe A.Y. 2024-25 |
Cost Inflation Index for F.Y. 2001-02: 100, F.Y.2005-06: 117 & F.y 262&3-24' 348



Chapter & Inceme from Capital Gaing

Ansnwey
Cuinpaation ot capital gaine o e A\ MABEES &

f g =

Partiontary ,. T !
} ,
OV Ol ahaes
ARt e (1000 N R0 200,000 |
Laaxn Rnekerage pand (e 0T 2 00000m 4000 ;.
N aaie vedenriney 1000
Leny ¢ o cont o aevriattion (380 N 1000 3R] N mn"
»l o fer eapital loas (D m:‘mm
100 Bonus shaves 1
z
Sale provands (100 N R 200 20000
Loant Brokaemge patd (2% of T 20000, 400
Nt sale conatderrtton o o “T\)—;:{\;'
Less: lndenad cost of aoquitsition [T 80 N 100 N34 1007 [Ree Nete elow] ‘ ST Rd ‘;
Long term capital loss (B) 1
‘ \&140\ {

1100 Bouus shaves | S—

Sale proveads (L0 N X200
2.20. 000

—

| Less: Brokerage patd (2% o T2.20.00Q0) \

| Net sale constderation | 4400
Lesss Cost of soquisiiion | 25000
’ | Long term capital gain W | NIL |
_ | Long term capital ¢ eain (AHBO) .. 2.15.000
‘ * 1.24.000

|

Note: Cost of aequisition of bonus shares acquitad betore 14,2001 is the EAMV as on 142001 (being the
higher of the cost ot the EMV as on 142000,

Question 3

Mr. B holds 1000 shares in Star Mmu\ Ltci an unlisted company. acquired in the year 2001-02 ata
cost of T75.000. He has been offered ht shares the co"m:.n\ in the month of August. 2023 at
3160 per share. in the ratio of 2 for ev e'\ 5 held. He retains 50% of the right and renounces the
balance nqh* shares in favour of Mr. Q for IS0 per shares :n September 2023. All the shares are
sold b Mr. R for $300 per shares in January 2024 and Mr. Q selis his shares in December 2023 &t
3280 srmre What are the capital gains t.«.\‘.o!e in the han ds of Mr. R and Mr. Q7

Financial year 3 Cost Inflation Index

2001-02 100

2023-24 348
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