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PAPER -3 : TAXATION
(One paper — Three hours — 100 Marks)

SECTION A: INCOME TAX LAW (50 MARKS)

Objective:
(a) To develop an understanding of the provisions of income-tax law
(b) To acquire the ability to apply such provisions to solve problems and address application-oriented issues.
Contents:
1. Basic Concepts

(1) Income-tax law: An introduction

(i) Significant concepts in income-tax law, including person, assessee, previous year, assessment year,

income, agricultural income
(iii) Basis of Charge
(iv) Procedure for computation of total income and tax payable in case of individuals

2. Residential status and scope of total income
(i) Residential status
(i) Scope of total income

3. Heads of income and the provisions governing computation of income under different heads
(1) Salaries
(i1) Income from house property
(ii1) Profits and gains of business or profession
(iv) Capital gains
(v) Income from other sources

4. Provisions relating to clubbing of income, set-off or carry forward and setoff of losses, deductions from
gross total income

5. Advance Tax, Tax deduction at source and tax collection at source
6. Provisions for filing return of income and self-assessment

7. Computation of total income and income-tax payable by an individual under the alternative tax regimes
under the Income-tax Act, 1961 to optimise tax liability

Note: If any new legislation(s) are enacted in place of an existing legislation(s), the syllabus will
accordingly include the corresponding provisions of such new legislation(s) in the place of the existing
legislation(s) with effect from the date to be notified by the Institute. Similarly, if any existing legislation(s)
on income tax law ceases to be in force, the syllabus will accordingly exclude such legislation(s) with effect
from the date to be notified by the Institute.

Further, the specific inclusions/exclusions in any topic covered in the syllabus will be effected by way of
Study Guidelines every year, if required. Specific inclusions/exclusions in a topic may also arise due to
additions/deletions made every year by the Annual Finance Act.



SECTION B: GOODS AND SERVICES TAX (50 MARKS)
Objective:
(a) To develop an understanding of the provisions of goods and services tax law.
(b) To acquire the ability to apply such provisions to address/solve issues in moderately complex scenarios.

Contents:
1. GST Laws: An introduction including Constitutional aspects

2. Levy and collection of CGST and IGST
(1)  Application of CGST/IGST law
(i) Concept of supply including composite and mixed supplies
(i) Charge of tax including reverse charge
(iv) Exemption from tax
(v) Composition levy

3. Basic concepts of:
(i) Classification
(i) Place of supply
(iii) Time of supply
(iv) Value of supply
(v) Input tax credit

4. Computation of GST liability

5. Registration

6. Tax invoice; Credit and Debit Notes; Electronic way bill

7. Accounts and Records

8. Returns

9. Payment of tax

Note — If any new legislation(s) is enacted in place of an existing legislation(s), the syllabus will accordingly
include the corresponding provisions of such new legislation(s) in place of the existing legislation(s) with
effect from the date to be notified by the Institute. Similarly, if any existing legislation ceases to have effect,
the syllabus will accordingly exclude such legislation with effect from the date to be notified by the Institute.
Students shall not be examined with reference to any particular State GST Law.
Consequential/corresponding amendments made in the provisions of the Goods and Services Tax laws
covered in the syllabus of this paper which arise out of the amendments made in the provisions not covered
in the syllabus will not form part of the syllabus. Further, the specific inclusions/exclusions in the various

topics covered in the syllabus will be effected every year by way of Study Guidelines. The specific
inclusions/exclusions may also arise due to additions/ deletions every year by the annual Finance Act.



ETI AGARWAL

ALL INDIA TOPPER OF CA-IPC (NOV-13)
ROLL NO. - 366539

MARKS IN TAXATION:89%

(HIGHEST MARKS IN TAXATION ALL OVER INDIA)
(AGGREGATE MARKS 79.71%)

(FEEDBACK)

A man for whom teaching is neither a business nor a profession, rather a passion for doing good,
great and unique in the field of teaching is none other than MK Gupta Sir.

Sir'"'s unmatchable style of teaching coupled with his patience and calmness in dealing with students
is simply excellent.

The structure of learning pattern, regular mock tests, motivational cash prizes and student friendly
study material covering practical illustrations, past year questions and bare act.. all contributed to

making this journey easy and building up the confidence needed for IPCC.

Moreover, the vast knowledge and experience of the faculty assisted in making the concepts crystal
clear and handling each n every doubt of students.

The administration and management stands second to none.

MK GUPTA classes is a place which can change the word impossible 2 I M POSSIBLE. It made
me a better person both personally n professionally.

I think 4 success 4 elements are necessary-desire, dedication, direction and discipline...and all the 4
1 got from Sir..

THANK YOU so much Sir..

In the end 1 would just like to say MK GUPTA SIR NOT ONLY MAKES CA. HE MAKES
HUMANS!!

ETI AGARWAL



AKSHAY JAIN

ALL INDIA TOPPER OF CA-IPC (NOV-13)
ROLL NO.- 368162

MARKS IN TAXATION : 87%
(SECOND HIGHEST MARKS IN TAXATION ALL OVER INDIA)
(AGGREGATE MARKS 79.71%)

(FEEDBACK)

Experience of those four months with M.K. GUPTA SIR was out of the world.

As a teacher, M.K. GUPTA SIR is just like a sea of knowledge & you get each and everything from
very beginning to end from him.

Sir is really a nice person. He is very motivational and his words of motivation can influence
anybody to work hard & make their parents proud.

M.K. GUPTA CA EDUCATION is the only place where the provisions of tax laws are combined
with the practical knowledge. Study material provided is excellent and it contains numerous
problems covering all aspects and such type of problems are not available anywhere. Sir is not
giving any home work rather home work is done in the class itself and students are invited to solve
the problem before the entire class.

Be honest towards your studies & Sir will show you the way of success. The way, Sir is making
students ready for the professional world is praiseworthy. Exposure given by sir to face interview of

Big four CA Firms is excellent.

The test Series conducted by the Sir in all the subjects of IPC is very nice Scheme to score such
good marks and exam are conducted in the similar manner as it is conducted by ICALI.

I would like to express my gratitude to Sir because it was only his efforts that helped me reach this
position.

Sir its your Success.
A Message to all : -

“COME & HAVE A TIME THAT YOU WILL CHERISH THROUGHOUT YOUR LIFE”.

AKSHAY JAIN



VIJENDER AGGARWAL

ALL INDIA TOPPER OF CA-IPCC (NOV-10)
ROLL NO. - 174639

MARKS IN TAXATION:92%

(HIGHEST MARKS IN TAXATION ALL OVER INDIA)
(AGGREGATE MARKS 83.71%)

(FEEDBACK)

A person who possesses such vast knowledge in the field of taxation, that we people can only dream
of, is none other than M. K. Gupta Sir.

He possesses the rare ability to teach this procedural subject with utmost ease, enabling his students
to grasp all the provisions without any confusion.

The quality of study material provided is such that a good study of it helped me score 92 marks. The
variety and complexity of practical problems covered in the books are not available anywhere else.

One can find many places where taxation is being taught but it is hardly possible to find a better
place where tax laws are combined with their practical applicability to ensure that all concepts are
crystal clear.

Sir is extremely generous. Money-making doesn’t appear to be his priority and it is clearly reflected
in his classes, where the infrastructure and administration stands second to none and students are
awarded handsome cash-prizes not only in classes but also in tests, which are regularly conducted.

Thanking Sir for all what he has done would be an insult since it was only his efforts that helped me

reach this position. Sir, its your success. The relationship between us started in CPT only and
continued in IPCC and I hope it will continue forever.

VIJENDER AGGARWAL



PRACHI JAIN

ALL INDIA TOPPER OF CA-PCC (MAY-10)
ROLL NO. - 66312

MARKS IN TAXATION:88%

(HIGHEST MARKS IN TAXATION ALL OVER INDIA)
(AGGREGATE MARKS 77.67%)

(FEEDBACK)

M. K. Gupta Sir is an outstanding teacher. He is not only a good teacher but a good person by heart.
His way of teaching is excellent. There are many provisions in tax but Sir repeats every provision
atleast two times. This helps in understanding those provisions easily.

His books are very good. Everything from theory to PRACTICAL ILLUSTRATION,
EXAMINATION QUESTIONS and BARE ACT is covered in his books.

Sir’s staff and management is also very good. Everything is handled in a systematic manner and on
time. Overall it was a good experience.

Thanks Sir !! :-

PRACHI JAIN



RESULTS

(CA-Intermediate)

NO OTHER TEACHER OF TAXATION IN INDIA HAS BETTER RESULT THAN OURS

OPINION OF OUR STUDENTS

1. AKSHAY (Roll No. 685445) (Total Marks- 607) AIR-6 (Taxation-80)

Firstly, I want to thanks M.K. Gupta Sir for teaching me the tax in the easiest manner many student can
think. Tax is very hard subject but the way Sir teach the Tax is excellent. I also want to say one more thing
that the staff of MKG is very supporting. They listen to the students problem very patiently and help them to
solve their problem. At last, I want to say that no one in this CA field can teach so nicely that MK Gupta Sir
teaches.

Thank You

2. DEEPANSHU GOYAL (Roll No. 625914) (Total Marks- 570) AIR-17 (Taxation-75)

MK Gupta sir is powerhouse of knowledge. I can’t thank him enough for providing me with vast exposure
about taxation. His mock tests are so good that I was eager to attempt them. He is proactive in solving
doubts. This subject became so light & interesting that I started gaining knowledge in it. It was my best
experience with MKG with rank in both foundation & intermediate. Recorded classes was very helpful for
me, | used to reach at 6:30 am and continued till 11 am and studied taxation. It was a beautiful journey
altogether, and with 10 views, you can view the lectures many times. It helped me revise many concepts. It
became my interest rather than burden. I was so excited to give mock test so that I can build my confidence.

3. SHIVAM MISHRA (Roll No. 624937) (Total Marks- 560) AIR-20 (Taxation-83)

MK Gupta sir has very unique style of teaching. He teaches every concept very clearly and correlates every
provision with practical life. Taxation is very vast subject you cannot learn every provision rather you can
understand them. Talking about study material, it covers all types of Question. You do not need to refer
study material as it is incorporated in sir’s books. I would recommend every one to join MK Gupta CA
Education.

4. PRASHANT YADAY (Roll No.354233) 92 Marks

M.K. Gupta Sir is an outstanding teacher. He possesses very vast knowledge of taxation. Sir repeats every
concept atleast three times which makes all concepts crystal clear. Study material provided is very good, it
covers everything from illustration to examination problem and from theory to Bare Act. Staff and
infrastructure facilities of MKG Classes is incomparable. Thank you Sir for your love and support.

5. MOHIT SHARMA (Roll No.353392) 89 Marks

A brilliant personality in my life who has motivated the student to a good path. He is very different from
others. Sir concentrates not only on the Marks but also on the overall development of the student.

I am truly glad that I studied from Sir. He taught me how to compete in life. Every student get very good
marks with a little effort, if he is a student of M.K. Gupta CA Education.

6. MANISHA BHAMBRI (Roll N0.456626) 89 Marks

M.K. Gupta Sir is the best teacher I have ever met. His study material being the best helped me a lot in my
exams. He is the most sincere teacher who never waste a single moment and gives his best towards his
profession. He teaches not only the theoretical portion but the practical approach too. He teaches us how to
be a good human being and how to live life happily. Thank you Sir for your support every time I needed.
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7. ANISH SHRESTHA (Roll No.344028) 88 Marks

M.K. Gupta Sir is a very excellent teacher. The way he is dedicated towards teaching make us to be
dedicated towards our study. Every concept and every doubt of taxation whichever do I had, he has make
clear. The best thing about Sir is, he use to revise the concept more than 3 times which makes student very
easy for preparing their exam.

You will have all the sufficient material for study and lots of questions with answers for practice a
systematically designed materials.

Thank a lot to Sir for being so much helpful and lot of love.

8. KAPIL KHANNA (Roll No.341539) 85 Marks

Sir ‘M.K. Gupta’ is the best teacher for Taxation. I feel fortunate to be his student, the amount of knowledge
he imparts is fantastic and uncomparable. He is a person who burns himself up like a candle to light the path
of his dearest students to the road of success. I wish Sir teaches all the subjects of IPCC, since he is simply
the best. Thank you for everything Sir. It you and only you who can guide students like us to reach the
zenith.,

9. JITENDRA (Roll No.337780) 85 Marks

Before joining CA, I was so much scary about the “Taxation” but after joining M.K. Gupta CA Education
for taking taxation class my scary converted into my strength now. This is just because of Sir’s knowledge
& teaching style with practicality. Study material provided by Sir is also awesome for study.

10. PUNEET WASAN (Roll N0.368537) 84 Marks

M.K. Gupta Sir has a vast knowledge in the subject. The topics taken in the class are very well planned.

I found the book really very good. Infact, I practiced all the previous attempts questions of each chapter and
every small question was covered in the chapter. I recommend the students to be thorough with book and
one will score undoubtedly high marks in tax. All the best!! Thank you so much Sir.

11. ISHA MALIK (Roll N0.339842) 84 Marks

I do not have words to express my greatfulness for M.K. Gupta Sir. He really possesses vast knowledge and
rich experience in taxation. Study material provided by Sir is also very good which covers everything for
getting through the exam. There is no doubt that due to excellent coaching given by Sir, I have been able to
secure good marks. I pray to God for his long, happy and prospective life. I wish him to continue give
coaching to the prospective students for a longer period. I appeal to all the students who qualify CPT to take
coaching from Gupta Sir for getting sure success. Thank you Sir.

12. RUPAL GARG(Roll No.393844) 84 Marks

M.K. Gupta Sir is, as I believe, the best teacher for Taxation. He is so knowledgeable that I was totally awe
inspired by him. Every day in the class was exciting as he explains everything with real examples and full
depth. The books are superb with lots of practical questions. Thank you Sir.

13. AKANSHA GOEL (Roll N0.336693) 84 Marks
It was a great experience studying from M.K. Gupta Sir. He has a vast pool of the knowledge of the subject.
The book is a comprehensive one too.

14. PRASIT SHARMA (Roll No.344702) 84 Marks

Taking about the coaching, the teaching style of M.K. Gupta Sir is too much excellent. He has good dealing
with student in every situation. If anyone asked about the taxes coaching, I prefer M.K. Gupta Sir because he
is the one & only best teacher in Taxation.
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15. MANSI BAJAJ (Roll No.354329) 83 Marks
Sir teaches so well and clarifies all our queries. He makes us understand the whole concept very clearly. He
is an amazing teacher and the best teacher in the field of Taxation.

16. RASHI GUPTA (Roll No.337864) 83 Marks
M.K. Gupta Sir is a very friendly and helping teacher. He always answered my queries well. His coaching
classes are very knowledgeable and books are also very good.

17. HARSH AGARWAL (Roll N0.491097) 83 Marks

M.K. Gupta Sir is a good teacher. He teaches all aspects of Taxation whether it is practical knowledge or
theoretical knowledge. He teaches every point for 2-3 times and it gets learn in class only. His practical
knowledge about the subject is very good.

18. RAHUL ARORA (Roll No0.337403) 83 Marks

M.K. Gupta Sir is a great mentor. Sir has excellent knowledge about the subject. He makes every concept
crystal clear. Every concept is explained atleast twice in the class. He connect every topic with practical life.
Study material is excellent. Bare Act is covered in the study material. Three months experience with M.K.
Gupta Sir is memorable moments of my life. Thank you Sir, for your guidance and encouragement.

19. SEJAL MEHTA (Roll No.353096) 83 Marks

Coaching for Taxation was an enriching experience in terms of the conceptual clarity which I gained on
each and every topic. Learning tax became so easy with the simplified notes provided.

Also, the kind of knowledge that Sir shares with the students is very commendable and useful in
understanding the practical aspects of Taxation. Attending the coaching is worth the time spent.

20. ANU SETHI (Roll No.353491) 83 Marks
I have never seen teacher like M.K. Gupta Sir. His way to teaching, knowledge and experience is awesome
1.e. brilliant. Overall regards for such marks is only M.K. Gupta Sir.

21. ASHISH GUPTA (Roll No0.353575) 82 Marks

M.K. Gupta Sir is a very good teacher and he has a very vast knowledge of taxation. He gives his best to
every student in a class. The atmosphere of the class when he was teaching in a class is very awesome. [ am
giving all my credit to M.K. Gupta Sir for securing marks in Taxation.

22. RAGHAYV GUPTA (Roll No0.491122) 82 Marks

M.K. Gupta Sir is an outstanding teacher. He possesses a very vast knowledge about the subject. His way of
teaching is fabulous. Every concept is explained with help of an example. Study material is all exhaustive
that he provides. Also, queries are taken up promptly. Thank you Sir for your guidance.

23. SHREYA MALIK (Roll No.340228) 82 Marks

M.K. Gupta Sir is the best teacher I have ever come across. His level of knowledge is tremendous. The way
he teaches, with so much patience and willingness, keeps every student motivated. The marks I have scored
in tax is all because of him. Thank you so much Sir. I am a student of video class and I have never met Sir in
person. I would be grateful if I would be given a chance to meet him in person.

24. PRABHAW KUMAR AGARWALLA (Roll No.369428) 82 Marks
Teaching was excellent and queries handled were excellent. Teaching methodology was really excellent and
helped a lot to me.
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25. PRABHAT RANJAN (Roll N0.347926) 81 Marks

M.K. Gupta Sir has a very deep knowledge about the subject and his practical approach towards the subject.
Sir repeats every provision atleast twice. This helps in understanding those provision easily.

The books notes and all the management is done very properly and in a smooth manner. All in all the best
way to study tax.

26. ANKIT KHEMKA (Roll No.338055) 81 Marks

M.K. Gupta Sir is excellent teacher of Tax. He repeats the provision two to three times and doubts are also
taken by the faculty. His books are also very good. Bare Act is covered in his books for more understanding
about the Act. Sir also provide regular test and prize also given by him motivates the student to work hard.
Environment provided by M.K. Gupta Classes is also very good to study.

27. ARTI SRIVASTAVA (Roll No.347859) 80 Marks

Sir’s unmatchable style of teaching. Regular mock test, also help in to achieve good marks in Taxation. Sir’s
books contain illustration. Past year question also help to achiever to good marks. Sir’s build confidence in
every student to achieve success in life. Thank you, so much Sir.

28. SHIVANGI GUPTA (Roll N0.337956) 80 Marks

M.K. Gupta Sir is an amazing teacher. The tax subject is all about provisions so many sections but Sir makes
it simpler for us out of all the subjects, I found Taxation to be the most interesting one.

Sir’s study material and notes are sufficient. Study material covers all the past year exam questions, practice
questions with solutions. His practical experiences help our understanding level to reach new heights. Thank
you Sir for everything.
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COMPUTATION OF TOTAL INCOME

AND TAX LIABILITY

BASIS OF CHARGE AND RATES OF TAXES

SECTIONS | PARTICULARS

15t0 17 Salary

22 to 27 House Property

28 to 44DB | Business/Profession

45 to 55A Capital Gains

56 to 59 Other Sources

288A Rounding off of Total Income

288B Rounding off of Tax

87A Rebate from Income Tax

2(24)(ix) Meaning of Casual Income

115BB Rate of tax on Casual Income

112 Long Term Capital Gains

112A Long Term Capital Gains when STT has been paid
111A Short Term Capital Gains when STT has been paid
2(31) Meaning of Person

10(1) Agricultural Income

115BAC Default Tax Regime

Question 1: Write a note on Computation of Total Income.

Answer: Computation of Total Income

If the income is taxable, it will be further divided into five different categories of income which are called
heads of income i.e. if the income is received from the employer, it will be considered to be income under
the head salary; if the income is in connection with letting out of house property, income is taxable under the
head house property; if the income is from any business or profession, it is taxable under the head profits
and gains of business/profession; if any capital asset (gold, land, house etc.) has been transferred, income is
taxable under the head capital gains; if there is any other income like interest or winnings from a lottery etc,
it is covered under the head other sources.

Income shall be computed under each head i.e. expenses incurred shall be deducted from the gross receipt as
per the provisions of the relevant head.

Income computed under each head shall be added up to compute the gross total income.

Certain concessions are allowed from the gross total income which are called deduction from gross total
income under chapter VI-A.

After permitting the deductions, remaining income is called total income.

Computation of total income can be shown mathematically in the manner given below:

Total Income of an assessee shall be computed in the following steps:

Compute the income of the assessee under all the five heads, permitting exemption/deductions of each head.

(i) Income from Salaries (Section 15 to 17)

(i1) Income from House Property (Section 22 to 27)

(iii) Profits and gains of Business or Profession (Section 28 to 44DB)
(iv) Capital Gains (Section 45 to 55A)

(v) Income from Other Sources (Section 56 to 59)

Gross Total Income

Deductions from gross total income [under chapter VI-A]

Total Income
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Total Income shall be rounded off u/s 288A in the multiples of 10 and for this purpose, any paisa shall be
ignored and if the last digit is 5 or more, it will be rounded off to the higher multiple otherwise it will be
rounded off to the lower multiple.

Example

(1) %6,28,456 shall be rounded off as 6,28,460

(i1) X6,28,455 shall be rounded off as 6,28,460

(ii1) %6,28,454 shall be rounded off as 6,28,450

(iv) %6,28,455.99 shall be rounded off as 6,28,460

(v) %6,28,454.99 shall be rounded off as 6,28,450

Question 2: Write a note on Computation of Tax Liability of individual.

Answer: Computation of Tax Liability

Default Tax Regime Section 11SBAC

Tax liability of an individual shall be computed at the slab rates given in the relevant Finance Act i.e.
Finance Act, 2023 and the rates are as given below:

If total Income upto %3,00,000 Nil
On next %3,00,000 5%
On next %3,00,000 10%
On next %3,00,000 15%
On next %3,00,000 20%
On Balance amount 30%
Example

(1) Mr. X has total income of ¥9,00,000
(i1) Mr. X has total income of ¥8,00,000
(iii) Mr. X has total income of ¥10,00,000
(iv) Mr. X has total income of 315,00,000
(v) Mr. X has total income of 320,00,000

Solution:

(1)

Total income 9,00,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
Tax before health and education cess 45,000
Add: health & education cess @ 4% 1,800
Tax Liability 46,800
(i1)

Total income 8,00,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next 22,00,000 @ 10% 20,000
Tax before health and education cess 35,000
Add: health & education cess @ 4% 1,400
Tax Liability 36,400
(i)

Total income 10,00,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000

On next %3,00,000 @ 10% 30,000
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On balance %1,00,000 @ 15%

Tax before health and education cess
Add: health & education cess @ 4%
Tax Liability

(iv)

Total income

On first %3,00,000

On next %3,00,000 @ 5%

On next %3,00,000 @ 10%

On next %3,00,000 @ 15%

On next %3,00,000 @ 20%

Tax before health and education cess
Add: health & education cess @ 4%
Tax Liability

(v)

Total income

On first %3,00,000

On next %3,00,000 @ 5%

On next %3,00,000 @ 10%

On next 3,00,000 @ 15%

On next %3,00,000 @ 20%

On balance %5,00,000 @ 30%

Tax before health and education cess
Add: health & education cess @ 4%
Tax Liability

Ilustration 1:

(1)

Mr. X has income as given below:

Income under the head Salary

Income under the head House Property

Income under the head Business/Profession

Deductions allowed under chapter VI-A are X1,10,000.

Compute the income and the tax liability for previous year 2023-24.

(i1)
Mr. X has income as given below:
Income under the head Salary
Income under the head House Property
Income under the head Business/Profession
Deductions allowed under chapter VI-A are %3,10,000.
Compute the total income and tax liability for previous year 2023-24.
Solution:
(1)
Computation of Total Income of Mr. X
Previous Year 2023-24, Assessment Year 2024-25

Income under the head Salary

Income under the head House Property
Income under the Business/Profession
Gross Total Income

15

15,000
60,000

2,400
62,400

15,00,000
Nil
15,000
30,000
45,000
60,000
1,50,000
6,000
1,56,000

20,00,000
Nil
15,000
30,000
45,000
60,000
1,50,000
3,00,000
12,000
3,12,000

4,00,000
5,00,000
6,30,253

26,10,000
6,00,000
3,30,500

4
4,00,000.00
5,00,000.00
6,30,253.00

15,30,253.00
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Less: Deduction under chapter VI-A 1,10,000.00
Total Income 14,20,253.00
Rounded off u/s 288A 14,20,250.00
Computation of Tax Liability

On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next 22,20,250 @ 20% 44,050
Tax before health and education cess 1,34,050
Add: health & education cess @ 4% 5,362
Tax Liability 1,39,412
Rounded off u/s 288B 1,39,410
(i1)

Computation of Total Income of Mr. X
Previous Year 2023-24, Assessment Year 2024-25

£4
Income under the head Salary 26,10,000.00
Income under the head House Property 6,00,000.00
Income under the Business/Profession 3,30,500.00
Gross Total Income 35,40,500.00
Less: Deduction under chapter VI-A 3,10,000.00
Total Income 32,30,500.00
Computation of Tax Liability
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance %17,30,500 @ 30% 5,19,150
Tax before health and education cess 6,069,150
Add: health & education cess @ 4% 26,766
Tax Liability 6,95,916
Rounded off u/s 288B 6,95,920

Question 3: Explain Health and Education Cess

Answer: Health and Education Cess

If any tax is charged for any specific purpose, it is called Cess. Health and Education Cess shall be charged
@ 4% on the amount of income tax.

Rounding off of Tax Section 288B
Any amount payable, and the amount of refund due, shall be rounded off in the multiples of X10 in the
similar manner as in case of total income under section 288A.

Question 4: Explain Previous Year and Assessment Year

Answer: Every person has to pay tax on Income of a particular financial year and such year is called
previous year. Further computation of income and tax liability is computed in the subsequent year and it is
called assessment year, e.g. if income is to be computed for financial year 2023-24, it will be called previous
year and subsequent year i.e. 2024-25 shall be called assessment year. The term previous year is defined u/s
3 and assessment year is defined u/s 2(9).
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Question 5: Explain Budget / Finance Bill / Finance Act

Answer: Budget / Finance Bill / Finance Act

Every year budget is presented in general in February and all the amendments are given in general in the
budget e.g. Budget presented in 2023 shall be called budget 2023 and subsequently it will be called Finance
Bill 2023 and after it has been passed by the parliament and signed by the President, it will be called Finance
Act 2023 and its provisions shall be applicable from previous year 2023-24/ assessment year 2024-25.

For the students appearing in May/Nov-2024, previous year shall be 2023-24 and assessment year shall be
2024-25.

Practice Problem 1:

(i) Mr. X has total income 39,00,000
(i) Mr. X has total income 325,00,000
(i1)Mr. X has total income 337,50,000
(iv)Mr. X has total income 341,32,000
(v) Mr. X has total income 350,00,000
(vi)Mr. X has total income 336,66,000
(vii)) Mr. X has total income 326,32,300
(viii) Mr. X has total income 321,22,220
(ix)Mr. X has total income %32,42,405
(x) Mr. X has total income 349,49,495

Question 6: Explain surcharge in case of individual.

Answer: Surcharge shall be applicable

Default Tax Regime Section 115SBAC
- (@ 10% provided total income is exceeding Z 50 lakhs but it is upto ¥ 100 lakhs.
- @ 15% provided total income is exceeding T 100 lakhs but it is upto ¥ 200 lakh.
- @ 25% provided total income is exceeding Z 200 lakhs.

Health & education cess shall be charged on the total of tax plus surcharge.

Illustration 2:

Mr. X has total income
(1) 50 lakh

(i1) 70 lakh

(ii1) 100 lakh

(iv) X200 lakh

(v) 3500 lakh

(vi) *1000 lakh

Solution:

(1)

Total income 50,00,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance %35,00,000 @ 30% 10,50,000
Tax before health and education cess 12,00,000
Add: health & education cess @ 4% 48,000

Tax Liability 12,48,000
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(i)

Total income

On first %3,00,000

On next %3,00,000 @ 5%

On next %3,00,000 @ 10%

On next %3,00,000 @ 15%

On next %3,00,000 @ 20%

On balance %55,00,000 @ 30%

Tax before surcharge

Add: Surcharge @ 10%

Tax before health and education cess
Add: health & education cess @ 4%
Tax Liability

(iii)

Total income

On first %3,00,000

On next %3,00,000 @ 5%

On next %3,00,000 @ 10%

On next %3,00,000 @ 15%

On next %3,00,000 @ 20%

On balance %85,00,000 @ 30%

Tax before surcharge

Add: Surcharge @ 10%

Tax before health and education cess
Add: health & education cess @ 4%
Tax Liability

(iv)

Total income

On first %3,00,000

On next ¥3,00,000 @ 5%

On next ¥3,00,000 @ 10%

On next ¥3,00,000 @ 15%

On next %3,00,000 @ 20%

On balance %185,00,000 @ 30%
Tax before surcharge

Add: Surcharge @ 15%

Tax before health and education cess
Add: health & education cess @ 4%
Tax Liability

(v)

Total income

On first %3,00,000

On next %3,00,000 @ 5%

On next %3,00,000 @ 10%

On next %3,00,000 @ 15%

On next %3,00,000 @ 20%

On balance %485,00,000 @ 30%
Tax before surcharge

Add: Surcharge @ 25%

Tax before health and education cess

18

70,00,000
Nil
15,000
30,000
45,000
60,000
16,50,000
18,00,000
1,80,000
19,80,000
79,200
20,59,200

100,00,000
Nil
15,000
30,000
45,000
60,000
25,50,000
27,00,000
2,70,000
29,70,000
1,18,800
30,88,800

200,00,000
Nil
15,000
30,000
45,000
60,000
55,50,000
57,00,000
8,55,000
65,55,000
2,62,200
68,17,200

500,00,000
Nil

15,000
30,000
45,000
60,000
1,45,50,000
1,47,00,000
36,75,000
1,83,75,000
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Add: health & education cess @ 4% 7,35,000
Tax Liability 1,91,10,000
(vi)
Total income 1000,00,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next ¥3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance 3985,00,000 @ 30% 2,95,50,000
Tax before surcharge 2,97,00,000
Add: Surcharge @ 25% 74,25,000
Tax before health and education cess 3,71,25,000
Add: health & education cess @ 4% 14,85,000
Tax Liability 3,86,10,000
Marginal Relief

If there is marginal increase in income over ¥50 lakhs/ Z100 lakhs/ T200 lakhs, surcharge is applicable on
entire amount of income tax and as a result increase in tax is more than the increase in income. In order to
remove this defect, assessee shall be allowed relief to the extent increase in tax is more than the increase in
income and it is called marginal relief and it can be shown in the manner given below:

e.g.

(1) If Mr. X has total income of ¥51,00,000, his tax liability shall be computed in the manner given below:

Total Income 51,00,000.00
Tax on %51,00,000 at slab rate 12,30,000.00
Add: Surcharge @ 10% 1,23,000.00
Tax before marginal relief 13,53,000.00
Less: Marginal Relief (53,000.00)

Working Note:

Tax + surcharge @10% on income of ¥51,00,000 13,53,000

Tax on income of ¥50,00,000 (12,00,000)

Increase in tax 1,53,000

Increase in income 1,00,000

Marginal Relief (1,53,000 — 1,00,000) 53,000
Tax after marginal relief 13,00,000.00
Add: HEC @ 4% 52,000.00
Tax Liability 13,52,000.00

(i1) If Mr. X has total income of 3102,00,000, his tax liability shall be computed in the manner given below:

Total Income 102,00,000.00
Tax on 2102,00,000 at slab rate 27,60,000.00
Add: Surcharge @ 15% 4,14,000.00
Tax before marginal relief 31,74,000.00
Less: Marginal Relief (4,000.00)

Working Note:

Tax + surcharge @15% on income 0f 3102,00,000  31,74,000

Tax + surcharge @10% on income of *100,00,000 (29,70,000)

Increase in tax 2,04,000

Increase in income 2,00,000

Marginal Relief (2,04,000 — 2,00,000) 4,000
Tax after marginal relief 31,70,000.00
Add: HEC @ 4% 1,26,800.00
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Tax Liability 32,96,800.00
(ii1) If Mr. X has total income of *101,80,000, his tax liability shall be computed in the manner given below:

Total Income 101,80,000.00

Tax on %101,80,000 at slab rate 27,54,000.00

Add: Surcharge @ 15% 4,13,100.00

Tax before marginal relief 31,67,100.00

Less: Marginal Relief (17,100.00)
Working Note:

Tax + surcharge @15% on income of X101,80,000  31,67,100
Tax + surcharge @10% on income of *100,00,000 (29,70,000)

Increase in tax 1,97,100

Increase in income 1,80,000

Marginal Relief (1,97,100 — 1,80,000) 17,100
Tax after marginal relief 31,50,000.00
Add: HEC @ 4% 1,26,000.00
Tax Liability 32,76,000.00

Limit for marginal relief

A person having total income from Z50 lakhs to 100 lakhs shall be eligible for marginal relief upto total
income of T51,79,100 and afterwards he will not be eligible for marginal relief.

A person having total income from Z100 lakhs to T200 lakhs shall be eligible for marginal relief upto total
income of T102,06,100 and afterwards he will not be eligible for marginal relief.

A person having total income from 200 lakhs to T500 lakhs shall be eligible for marginal relief upto total
income of €209,12,000 and afterwards he will not be eligible for marginal relief.

Practice Problem 2:

(1) Mr. X has total income X70,00,000
(i1) Mr. X has total income X150,00,000
(i11)Mr. X has total income 3200,00,000
(iv)Mr. X has total income ¥300,00,000
(v) Mr. X has total income X700,00,000
(vi)Mr. X has total income X1000,00,000
(vii) Mr. X has total income X51,00,000
(viii) Mr. X has total income ¥101,00,000
(ix)Mr. X has total income 3201,00,000
(x) Mr. X has total income X501,00,000

Question 7: Write a note on Rebate under section 87A.
Answer:
Rebate in case of Resident Individual Section 87A
Default Tax Regime Section 11SBAC
% Rebate i.e. concession from income tax shall be allowed only to RESIDENT INDIVIDUAL (not to
non-resident individual or any other person).
» Rebate shall be allowed only if total income is upto ¢7,00,000
Rebate shall be allowed upto ¢25,000.
» Health & education cess shall be applied only after permitting rebate under section 87A.

DS

X3

%

DS

Illustration 3:

Mr. X has total income
(1) 26,00,000

(i1) 27,00,000

(iii) X7,40,000
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(iv) %8,00,000

Solution:

(1)

Total income 6,00,000
On first X3,00,000 Nil
On next %3,00,000 @ 5% 15,000
Tax before Rebate 15,000
Less: Rebate u/s 87A (15,000)
Tax before health & education cess Nil
Add: HEC @ 4% Nil
Tax Liability Nil
(i1)

Total income 7,00,000
On first *3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next 1,00,000 @ 10% 10,000
Tax before Rebate 25,000
Less: Rebate u/s 87A (25,000)
Tax before health & education cess Nil
Add: HEC @ 4% Nil
Tax Liability Nil
(iii)

Total income 7,40,000
On first *3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next 1,40,000 @ 10% 14,000
Tax before Rebate 29,000
Less: Rebate u/s 87A Nil
Tax before health & education cess 29,000
Add: HEC @ 4% 1,160
Tax Liability 30,160
(iv)

Total income 8,00,000
On first X3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next 32,00,000 @ 10% 20,000
Tax before Rebate 35,000
Less: Rebate u/s 87A Nil
Tax before health & education cess 35,000
Add: HEC @ 4% 1,400
Tax Liability 36,400
Marginal Relief

If income is exceeding X7,00,000 and increase in tax is more than increase in income in comparison to
%7,00,000, relief shall be allowed equal to the amount of tax which is exceeding the amount of income.
e.g. Mr. X has income of X7,05,000, in this case his tax liability shall be

Tax on Z7,05,000 25,500
Less : Marginal relief 20,500
Working Note:

Tax on X7,05,000 25,500
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Tax on X7,00,000 Nil
Increase in tax 25,500
Increase in income 5,000
Marginal Relief (25,500 — 5,000) 20,500

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

e.g. Mr. X has income of 7,10,000, in this case his tax liability shall be
Tax on %7,10,000
Less : Marginal relief

Working Note:

Tax on X7,10,000 26,000
Tax on X7,00,000 Nil
Increase in tax 26,000
Increase in income 10,000
Marginal Relief (26,000 — 10,000) 16,000

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

e.g. Mr. X has income of 7,22,000, in this case his tax liability shall be
Tax on %7,22,000
Less : Marginal relief

Working Note:

Tax on X7,22,000 27,200
Tax on X7,00,000 Nil
Increase in tax 27,200
Increase in income 22,000
Marginal Relief (27,200 — 22,000) 5,200

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

Limit for Marginal Relief
Marginal relief shall be allowed upto 7,27,770

Practice Problem 3:
(i) Mr. X has total income %6,00,000
(i1) Mr. X has total income X7,00,000
(ii))Mr. X has total income X7,02,000
(iv)Mr. X has total income 37,19,000
(v) Mr. X has total income X7,26,000
(vi)Mr. X (non-resident) has total income 34,00,000
(vii) Mr. X (non-resident) has total income %5,00,000
(viii) Mr. X (non-resident) has total income 36,90,000
(ix)Mr. X (non-resident) has total income ¥7,10,000
(x) Mr. X (non-resident) has total income %5,20,000

Question 8: Explain taxability of Casual Income.
Answer: As per section 115BB, casual income shall be taxable @ 30%.

22

5,000
200
5,200

26,000
16,000

10,000
400
10,400

27,200
5,200

22,000
880
22,880

As per section 2(24)(ix), casual income means any winnings from lotteries, crossword puzzles, races
including horse races, card games and other games of any sort or from gambling or betting of any form or
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nature whatsoever.

Lottery includes winnings from prizes awarded to any person by draw of lots or by chance or in any other
manner whatsoever, under any scheme or arrangement by whatever name called.

Card game and other game of any sort includes any game show, an entertainment programme on television
or electronic mode, in which people compete to win prizes or any other similar game.

Casual income shall be taxable under the head Other Sources and it will be included in the gross total
income and also total income but while computing tax liability, casual income shall be separated from total
income and shall be taxable @ 30%.

If assessee has incurred any expenditure in connection with earning of casual income, such expenditure shall
not be allowed to be deducted, eg. Mr. X purchased lottery tickets of X10,000 and he had a winning of
%1,00,000, in this case expenditure of 10,000 shall not be allowed to be deducted and income of X1,00,000
shall be taxable @ 30%.

As per section 58(4), deduction under chapter VI-A shall not be allowed from casual income however as per
section 87A, rebate shall be allowed.

Illustration 4:

Mr. X has casual income

(1) ¥5,00,000 and deduction allowed under chapter VI-A is 1,00,000
(i1) ¥7,00,000 and deduction allowed under chapter VI-A is 1,00,000
(iii) *10,00,000 and deduction allowed under chapter VI-A is %1,00,000
(iv) ¥51,00,000 and deduction allowed under chapter VI-A is 1,00,000
(v) *102,00,000 and deduction allowed under chapter VI-A is X1,00,000

Compute tax liability for A.Y. 2024-25.
Solution:

(1)

Income under the Other Sources (Casual income) 5,00,000.00
Gross Total Income 5,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 5,00,000.00
Computation of Tax Liability

Tax on casual income %5,00,000 @ 30% 1,50,000.00
Less: Rebate u/s 87A (25,000.00)
Tax before health & education cess 1,25,000.00
Add: HEC @ 4% 5,000.00
Tax Liability 1,30,000.00
(ii)

Income under the Other Sources (Casual income) 7,00,000.00
Gross Total Income 7,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 7,00,000.00
Computation of Tax Liability

Tax on casual income %7,00,000 @ 30% 2,10,000.00
Less: Rebate u/s 87A (25,000.00)
Tax before health & education cess 1,85,000.00
Add: HEC @ 4% 7,400.00
Tax Liability 1,92,400.00
(i)

Income under the Other Sources (Casual income) 10,00,000.00
Gross Total Income 10,00,000.00
Less: Deduction under chapter VI-A Nil
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Total Income

Computation of Tax Liability

Tax on casual income 10,00,000 @ 30%
Add: HEC @ 4%

Tax Liability

(iv)

Income under the Other Sources (Casual income)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on casual income 351,00,000 @ 30%

Add: Surcharge @ 10%

Tax before marginal relief

Less: Marginal Relief

Working Note:

Tax + surcharge @10% on income of ¥51,00,000 16,883,000
Tax on income of ¥50,00,000 (15,00,000)
Increase in tax 1,83,000
Increase in income 1,00,000
Marginal Relief (1,83,000 — 1,00,000) 83,000

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

v)

Income under the Other Sources (Casual income)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on casual income ¥102,00,000 @ 30%

Add: Surcharge @ 15%

Tax before marginal relief

Less: Marginal Relief

Working Note:
Tax + surcharge @15% on income of *102,00,000  35,19,000
Tax + surcharge @10% on income of 100,00,000 (33,00,000)

Increase in tax 2,19,000
Increase in income 2,00,000
Marginal Relief (2,19,000 — 2,00,000) 19,000

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

Question 9: Explain taxability of Capital Gains.

24
10,00,000.00

3,00,000.00
12,000.00
3,12,000.00

51,00,000.00
51,00,000.00

Nil
51,00,000.00

15,30,000.00
1,53,000.00
16,83,000.00
(83,000.00)

16,00,000.00
64,000.00
16,64,000.00

102,00,000.00
102,00,000.00

Nil
102,00,000.00

30,60,000.00
4,59,000.00
35,19,000.00
(19,000.00)

35,00,000.00
1,40,000.00
36,40,000.00

Answer: If any capital asset has been transferred like land, building, gold etc. profit shall be called capital
gains and if the asset has been transferred within a period of three years, capital gains shall be short term and
shall be taxable at the normal rate and if asset is sold after 3 years, it will be long term capital gain and as
per section 112, it shall be taxable @ 20% and also deductions under chapter VI-A, shall not be allowed

from long term capital gains.

In case of listed shares or units of equity oriented mutual fund etc., period of three years shall be taken as
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one year.
If any person has transferred listed equity shares or listed units of equity oriented mutual funds and has paid
securities transaction tax, in such cases long term capital gain shall be taxable @ 10% u/s 112A but only
amount in excess of X1,00,000 and short term capital gains shall be covered under section 111A and shall be
taxable @ 15% and deductions under chapter VI-A, shall not be allowed from such long term or short term
capital gains.

Rebate u/s 87A shall be allowed from tax on LTCG or STCG 111A. (No Rebate u/s 87A from LTCG 112A)

Special provision for resident individual

In case of a resident individual if total income excluding long term capital gains 112/112A and short term
capital gain covered under section 111A and casual income, is below the amount which is exempt from
income tax (i.e.3,00,000), in such cases deficiency in the exemption shall be allowed from long term capital
gains 112 or short term capital gain under section 111A or long term capital gains under section 112A, in
that order. Such benefit is not allowed to a non-resident.

Illustration 5:

(i) Mr. X has LTCG %7,00,000 and deduction allowed under chapter VI-A X1,00,000

(i1) Mr. X has LTCG 112A %7,00,000 and deduction allowed under chapter VI-A %1,00,000

(iii) Mr. X has STCG 111A %7,00,000 and deduction allowed under chapter VI-A %1,00,000

(iv) Mr. X has causal income %7,00,000 and deduction allowed under chapter VI-A %1,00,000

(v) Mr. X has income under the head House Property X7,00,000 and deduction allowed under chapter VI-A
%1,00,000

(vi) Mr. X has LTCG %300,00,000 and deduction allowed under chapter VI-A %1,00,000

(vii) Mr. X has LTCG 112A %300,00,000 and deduction allowed under chapter VI-A 1,00,000

(viii) Mr. X has STCG 111A %300,00,000 and deduction allowed under chapter VI-A %1,00,000

(ix) Mr. X has causal income %300,00,000 and deduction allowed under chapter VI-A X1,00,000

(x) Mr. X has income under the head House Property 3300,00,000 and deduction allowed under chapter VI-
A %1,00,000

Solution:

(1)

Income under the Capital Gains (LTCG) 7,00,000.00
Gross Total Income 7,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 7,00,000.00
Computation of Tax Liability

Tax on LTCG %4,00,000 (7,00,000-3,00,000) @ 20% 80,000.00
Less: Rebate u/s 87A (25,000.00)
Tax before health & education cess 55,000.00
Add: HEC @ 4% 2,200.00
Tax Liability 57,200.00
(i)

Income under the Capital Gains (LTCG 112A) 7,00,000.00
Gross Total Income 7,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 7,00,000.00
Computation of Tax Liability

Tax on LTCG 112A %3,00,000 (7,00,000-3,00,000-1,00,000) @ 10% 30,000.00
Less: Rebate u/s 87A Nil
Tax before health & education cess 30,000.00
Add: HEC @ 4% 1,200.00
Tax Liability 31,200.00
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(iii)

Income under the Capital Gains (STCG 111A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on STCG 111A %4,00,000 (7,00,000-3,00,000) @ 15%
Less: Rebate u/s 87A

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(iv)

Income under the Other Sources (Casual income)
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Computation of Tax Liability

Tax on casual income %7,00,000 @ 30%
Less: Rebate u/s 87A

Tax before health & education cess
Add: HEC @ 4%

Tax Liability

v)

Income under the House Property
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Computation of Tax Liability
Tax on 26,00,000 at slab rate

Less: Rebate u/s 87A

Tax before health & education cess
Add: HEC @ 4%

Tax Liability

(vi)

Income under the Capital Gains (LTCG)
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Computation of Tax Liability

Tax on LTCG %297,00,000 (300,00,000-3,00,000) @ 20%
Less: Rebate u/s 87A

Tax before surcharge

Add: Surcharge @ 15%

Tax before health & education cess
Add: HEC @ 4%

Tax Liability

26

7,00,000.00
7,00,000.00

Nil
7,00,000.00

60,000.00
(25,000.00)
35,000.00
1,400.00
36,400.00

7,00,000.00
7,00,000.00

Nil
7,00,000.00

2,10,000.00
(25,000.00)
1,85,000.00

7,400.00
1,92,400.00

7,00,000.00
7,00,000.00
1,00,000.00
6,00,000.00

15,000.00
(15,000.00)
Nil
Nil
Nil

300,00,000.00
300,00,000.00

Nil
300,00,000.00

59,40,000.00
Nil
59,40,000.00
8,91,000.00
68,31,000.00
2,73,240.00
71,04,240.00
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(vii)

Income under the Capital Gains (LTCG 112A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on LTCG 112A %296,00,000 (300,00,000-3,00,000-1,00,000) @ 10%
Less: Rebate u/s 87A

Tax before surcharge

Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(viii)

Income under the Capital Gains (STCG 111A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on STCG 111A %297,00,000 (300,00,000-3,00,000) @ 15%
Less: Rebate u/s 87A

Tax before surcharge

Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(ix)

Income under the Other Sources (Casual income)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on casual income 3300,00,000 @ 30%
Less: Rebate u/s 87A

Tax before surcharge

Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

()

Income under the House Property
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Computation of Tax Liability
Tax on 3299,00,000 at slab rate
Less: Rebate u/s 87A

Tax before surcharge

Add: Surcharge @ 25%

Tax before health & education cess
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300,00,000.00
300,00,000.00

Nil
300,00,000.00

29,60,000.00
Nil
29,60,000.00
4,44,000.00
34,04,000.00
1,36,160.00
35,04,160.00

300,00,000.00
300,00,000.00

Nil
300,00,000.00

44,55,000.00
Nil
44,55,000.00
6,68,250.00
51,23,250.00
2,04,930.00
53,28,180.00

300,00,000.00
300,00,000.00

Nil
300,00,000.00

90,00,000.00
Nil
90,00,000.00
13,50,000.00
103,50,000.00
4,14,000.00
107,64,000.00

300,00,000.00
300,00,000.00

1,00,000.00
299,00,000.00

86,70,000.00
Nil
86,70,000.00
21,67,500.00
108,37,500.00
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Add: HEC @ 4% 4,33,500.00
Tax Liability 112,71,000.00

Practice Problem 4

(i) Mr. X has income under the head House Property 21,00,000 and LTCG %2,00,000 and STCG 111A
%5,00,000. Compute his income and tax liability for A.Y. 2024-25.

(il)) Mr. X has income under the head House Property 350,000 and LTCG %1,00,000 and STCG 111A
350,000 LTCG 112A %8,00,000. Compute his income and tax liability for A.Y. 2024-25.

(iii)) Mr. X has income under the head House Property 350,000 and LTCG 1,00,000 and STCG 111A
350,000 LTCG 112A %5,00,000. Compute his income and tax liability for A.Y. 2024-25.

(iv) Mr. X has income under the head House Property %4,00,000 and LTCG 1,00,000 and STCG 111A
50,000 LTCG 112A %1,00,000. Compute his income and tax liability for A.Y. 2024-25.

(v) Mr. X has LTCG %51,00,000. Compute his income and tax liability for A.Y. 2024-25.

(vi) Mr. X has LTCG 112A %600,00,000. Compute his income and tax liability for A.Y. 2024-25.

(vii) Mr. X has STCG 111A %102,00,000. Compute his income and tax liability for A.Y. 2024-25.

Special Provision of Surcharge for short term 111A , Long term 112, Long term 112A and Dividend
Income

Surcharge @ 25% shall never be applicable on short term capital gain 111A, Long term capital gains 112
and Long term capital gains 112A and dividend income i.e. surcharge of 25% shall be applicable only if
total income excluding short term capital gain under section 111A, long term capital gain section 112, long
term capital gain under section 112A and dividend income is exceeding X 200 Lakhs.

The calculations shall be done in the manner given below:

Hlustration 6:

(1) Mr. X has income under the head House Property 370,00,000 and LTCG 112 %100,00,000 LTCG 112A
%50,00,000 STCG 111A %150,00,000. Compute income and tax A.Y. 2024-25.

(i1) Mr. X has income under the head House Property 3220,00,000 and LTCG 112 100,00,000 LTCG 112A
%50,00,000 STCG 111A %150,00,000. Compute income and tax A.Y. 2024-25.

(ii1)) Mr. X has income under the head House Property 280,00,000 and LTCG 112 40,00,000 LTCG 112A
%90,00,000 STCG 111A %30,00,000. Compute income and tax A.Y. 2024-25.

(iv) Mr. X has LTCG 112A %202,00,000. Compute income and tax A.Y. 2024-25.

(v) Mr. X has STCG 111A %202,00,000. Compute income and tax A.Y. 2024-25.

(vi) Mr. X has income under head House Property 2202,00,000. Compute income and tax A.Y. 2024-25.
(vii)) Mr. X has LTCG %51,00,000 and income under the head House Property %205,00,000. Compute
income and tax A.Y. 2024-25.

(viii) Mr. X has LTCG %101,00,000 and income under the head House Property 3204,00,000. Compute
income and tax A.Y. 2024-25.

(ix) Mr. X has LTCG 112A %101,00,000. Compute income and tax A.Y. 2024-25.

(x) Mr. X has STCG 111A %300,00,000. Compute income and tax A.Y. 2024-25.

(xi) Mr. X has dividend income X100,00,000 and income under the head House Property %300,00,000.
Compute income and tax A.Y. 2024-25.

Solution:

(i)

Income under the House Property 70,00,000.00
Income under the Capital Gains (LTCG 112) 100,00,000.00
Income under the Capital Gains (LTCG 112A) 50,00,000.00
Income under the Capital Gains (STCG 111A) 150,00,000.00
Gross Total Income 370,00,000.00
Less: Deduction under chapter VI-A Nil

Total Income 370,00,000.00
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Computation of Tax Liability

Tax on normal income at slab rate

Tax on LTCG 112 %100,00,000 @ 20%

Tax on LTCG 112A (%50,00,000 —1,00,000) @ 10%
Tax on STCG 111A %150,00,000 @ 15%

Tax before Surcharge

Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(i)

Income under the House Property

Income under the Capital Gains (LTCG 112)
Income under the Capital Gains (LTCG 112A)
Income under the Capital Gains (STCG 111A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on normal income at slab rate

Tax on LTCG %100,00,000 @ 20%

Tax on STCG 111A %150,00,000 @ 15%

Tax on LTCG 112A %49,00,000 (50,00,000-1,00,000) @ 10%
Tax before surcharge

Add: Surcharge @ 25% on %63,00,000

Add: Surcharge @ 15% on 347,40,000

Tax before HEC

Add: HEC @ 4%

Tax Liability

(i)

Income under the House Property

Income under the Capital Gains (LTCG)
Income under the Capital Gains (STCG 111A)
Income under the Capital Gains (LTCG 112A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on normal income at slab rate

Tax on LTCG 40,00,000 @ 20%

Tax on STCG 111A 30,00,000 @ 15%

Tax on LTCG 112A 89,00,000 (90,00,000-1,00,000) @ 10%
Tax before surcharge

Add: Surcharge @ 10% %21,00,000

Add: Surcharge @ 15% %21,40,000

Tax before HEC

Add: HEC @ 4%

Tax Liability
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18,00,000.00
20,00,000.00
4,90,000.00
22,50,000.00
65,40,000.00
9,81,000.00
75,21,000.00
3,00,840.00
78,21,840.00

220,00,000.00
100,00,000.00
50,00,000.00
150,00,000.00
520,00,000.00
Nil
520,00,000.00

63,00,000.00
20,00,000.00
22,50,000.00
4,90,000.00
1,10,40,000.00
15,75,000.00
7,11,000.00
133,26,000.00
5,33,040.00
138,59,040.00

80,00,000.00
40,00,000.00
30,00,000.00
90,00,000.00
240,00,000.00
Nil
240,00,000.00

21,00,000.00
8,00,000.00
4,50,000.00
8,90,000.00
42,40,000.00
2,10,000.00
3,21,000.00
47,71,000.00
1,90,840.00
49,61,840.00
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(iv)

Income under the Capital Gains (LTCG 112A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on LTCG 112A %198,00,000 (202,00,000-3,00,000-1,00,000) @ 10%
Tax before surcharge

Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(v)

Income under the Capital Gains (STCG 111A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on STCG 111A %199,00,000 (202,00,000-3,00,000) @ 15%
Tax before surcharge

Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(vi)

Income under the House Property
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Tax before surcharge

Add: Surcharge @ 25%

Tax before marginal relief

Less: Marginal Relief

Working Note:
Tax + surcharge @25% on income of 3202,00,000  72,00,000
Tax + surcharge @15% on income of R200,00,000 (65,55,000)

Increase in tax 6,45,000
Increase in income 2,00,000
Marginal Relief (6,45,000 — 2,00,000) 4,45,000

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

(vii)

Income under the House Property

Income under the head Capital Gains (LTCG)
Gross Total Income

Less: Deduction under chapter VI-A
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202,00,000.00
202,00,000.00

Nil
202,00,000.00

19,80,000.00
19,80,000.00
2,97,000.00
22,77,000.00
91,080.00
23,68,080.00

202,00,000.00
202,00,000.00

Nil
202,00,000.00

29,85,000.00
29,85,000.00
4,47,750.00
34,32,750.00

1,37,310.00
35,70,060.00

202,00,000.00
202,00,000.00

Nil
202,00,000.00

57,60,000.00
57,60,000.00
14,40,000.00
72,00,000.00
(4,45,000.00)

67,55,000.00
2,70,200.00
70,25,200.00

205,00,000.00
51,00,000.00
256,00,000.00
Nil
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Total Income

Computation of Tax Liability

Tax on normal income at slab rate

Tax on LTCG %51,00,000 @ 20%

Tax before surcharge

Add: Surcharge @ 25% on 58,50,000
Add: Surcharge @ 15% on X10,20,000
Tax before HEC

Add: HEC @ 4%

Tax Liability

(viii)

Income under the House Property

Income under the head Capital Gains (LTCG)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on normal income at slab rate
Tax on LTCG 101,00,000 @ 20%
Tax before surcharge

Add: Surcharge @ 25% on 58,20,000
Add: Surcharge @ 15% on 20,20,000
Tax before HEC

Add: HEC @ 4%

Tax Liability

(ix)

Income under the Capital Gains (LTCG 112A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on LTCG 112A %97,00,000 (101,00,000-3,00,000-1,00,000) @ 10%
Tax before surcharge

Add: Surcharge @ 15%

Tax before HEC

Add: HEC @ 4%

Tax Liability

(%)

Income under the Capital Gains (STCG 111A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on STCG 111A %297,00,000 (300,00,000-3,00,000) @ 15%
Tax before surcharge

Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%
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256,00,000.00

58,50,000.00
10,20,000.00
68,70,000.00
14,62,500.00

1,53,000.00
84,85,500.00

3,39,420.00
88,24,920.00

204,00,000.00
101,00,000.00
305,00,000.00

Nil
305,00,000.00

58,20,000.00
20,20,000.00
78,40,000.00
14,55,000.00

3,03,000.00
95,98,000.00

3,83,920.00
99,81,920.00

101,00,000.00
101,00,000.00

Nil
101,00,000.00

9,70,000.00
9,70,000.00
1,45,500.00
11,15,500.00
44,620.00
11,60,120.00

300,00,000.00
300,00,000.00

Nil
300,00,000.00

44,55,000.00
44,55,000.00
6,68,250.00
51,23,250.00
2,04,930.00
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Tax Liability 53,28,180.00
(x1)

Income under the House Property 300,00,000.00
Income under the Other sources (Dividend) 100,00,000.00
Gross Total Income 400,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 400,00,000.00
Computation of Tax Liability

Tax on normal income at slab rate 117,00,000.00
Tax before surcharge 117,00,000.00
Add: Surcharge @ 25% on 117,00,000/400,00,000 x 300,00,000 21,93,750.00
Add: Surcharge @ 15% on 117,00,000/400,00,000 x 100,00,000 4,38,750.00
Tax before HEC 143,32,500.00
Add: HEC @ 4% 5,73,300.00
Tax Liability 149,05,800.00

Question 10: Write a note on taxability of income of Partnership Firm/Limited Liability Partnership
Firm.

Answer: Partnership firm/LLP

Long term capital gains are taxable @ 20%, STCG u/s 111A shall be taxable @ 15% , LTCG u/s 112A
shall be taxable in excess of 1,00,000 @ 10% and casual income @ 30% and other incomes are also taxable
@ 30%.

Surcharge shall be applicable @ 12% provided total income is exceeding X 1 crore.

Marginal Relief

Marginal relief shall be allowed if income has exceeded X100 lakhs.

Health & education cess is applicable @ 4%

Deductions under chapter VI-A shall be allowed in the normal manner.

Partnership firm is regulated through Partnership Act,1932 and Limited Liability Partnership firm is
regulated through Limited Liability Partnership Act, 2008.

Question 11: Write a note on taxability of income of domestic company.

Answer: Domestic Company

Long term capital gains are taxable @ 20%., STCG u/s 111A shall be taxable @ 15% , LTCG u/s 112A
shall be taxable in excess of 1,00,000 @ 10% and casual income @ 30% and other incomes are also taxable
@ 30%.

Surcharge shall be applicable
- @ 7% provided total income is exceeding X100 lakhs but it is upto ¥1000 lakhs
- (@ 12% provided total income is exceeding ¥1000 lakhs.

Marginal relief shall be allowed if income has exceeded X100 lakhs / 1000 lakhs

Health & education cess is applicable @ 4%

Deductions under chapter VI-A shall be allowed in the normal manner.

Example
Compute the tax liability of X Ltd., a domestic company, assuming that the total income of X Ltd. is

%1,01,00,000 and the total income does not include any income in the nature of capital gains.
Answer

Total income 1,01,00,000
Tax on @ 30% 30,30,000
Add: Surcharge @ 7% 2,12,100

Tax before marginal relief 32,42,100
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Less: Marginal Relief (1,42,100)

Working Note:

Tax + surcharge on income of 101,00,000 32,42,100
Tax on income of 100,00,000 (30,00,000)
Increase in tax 2,42,100
Increase in income 1,00,000
Marginal Relief (2,42,100 — 1,00,000) 1,42,100

Tax after marginal relief 31,00,000
Add: HEC @ 4% 1,24,000
Tax Liability 32,24,000

Example
Compute the tax liability of X Ltd., a domestic company, assuming that the total income of X Ltd. is

%10,01,00,000 and the total income does not include any income in the nature of capital gains.
Answer:

Total income 10,01,00,000
Tax on @ 30% 300,30,000
Add: Surcharge @ 12% 36,03,600
Tax before marginal relief 336,33,600
Less: Marginal Relief (14,33,600)
Working Note:

Tax + surcharge @ 12% on income of *10,01,00,000 336,33,600

Tax + surcharge @ 7% on income of X1000,00,000 (321,00,000)

Increase in tax 15,33,600

Increase in income 1,00,000

Marginal Relief (15,33,600 — 1,00,000) 14,33,600

Tax after marginal relief 322,00,000
Add: HEC @ 4% 12,88,000
Tax Liability 334,88,000

Question 12: Write a note on taxability of income of Foreign company.

Answer: Foreign Company

Long term capital gains are taxable @ 20%., STCG u/s 111A shall be taxable @ 15%, LTCG u/s 112A
shall be taxable in excess of 1,00,000 @ 10% and casual income @ 30% and other incomes are taxable @
40%.

Surcharge shall be applicable

- (@ 2% provided total income is exceeding ¥100 lakhs but it is upto ¥1000 lakhs.

- (@ 5% provided total income is exceeding ¥1000 lakhs

Marginal relief shall be allowed if income has exceeded X100 lakhs / 1000 lakhs
Health & education cess is applicable @ 4%
Deductions under chapter VI-A shall be allowed in the normal manner.

Question 13: Explain meaning of domestic company.

Answer: Meaning of domestic company

As per section 2(22A), "Domestic company" means an Indian company. Any other company i.e. foreign
company shall also be considered to be domestic company if it has complied with all the three conditions
given below:

(1) The share-register of the company for all shareholders shall be regularly maintained at its principal place
of business within India throughout the year.

(2) The Annual General meeting is held in India.

(3) The dividends declared, if any, shall be payable only within India to all shareholders.

If any foreign company has complied with all the above conditions, it will be considered to be domestic
company otherwise it will be considered to be foreign company.
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Hlustration 7 (A): Compute tax liability of ABC Ltd. a domestic company in the following situations:

(i) The company has income under the head Business/Profession 350,000.

(i1) The company has income under the head Business/Profession X1,00,000.
(iii) The company has income under the head Business/Profession ¥500,00,000.
(iv) The company has income under the head Business/Profession X100,00,000.

(v) The company has long term capital gains of 50,000.

(vi) The company has long term capital gains of ¥200,00,000.
(vii) The company has long term capital gains of %5,00,000.
(viii) The company has long term capital gains of ¥10,20,000.

(ix) The company has income under the head Business/Profession Z11 crore.

Solution:
(i) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on 350,000 @ 30%
Add: HEC @ 4%
Tax Liability

(ii) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %1,00,000 @ 30%
Add: HEC @ 4%
Tax Liability

(iii) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %500,00,000 @ 30%
Add: Surcharge @ 7%
Add: HEC @ 4%
Tax Liability

(iv) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %100,00,000 @ 30%
Add: HEC @ 4%
Tax Liability

(v) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on 350,000 @ 20%
Add: HEC @ 4%
Tax Liability

(vi) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on 3200,00,000 @ 20%
Add: Surcharge @ 7%

4

50,000
50,000
15,000

600
15,600

1,00,000
1,00,000
30,000
1,200
31,200

500,00,000
500,00,000
150,00,000
10,50,000
6,42,000
166,92,000

100,00,000
100,00,000
30,00,000
1,20,000
31,20,000

50,000
50,000
10,000

400
10,400

200,00,000
200,00,000
40,00,000
2,80,000
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Add: HEC @ 4% 1,71,200
Tax Liability 44,51,200
(vii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains) 5,00,000
Total Income 5,00,000
Tax on %5,00,000 @ 20% 1,00,000
Add: HEC @ 4% 4,000
Tax Liability 1,04,000
(viii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains) 10,20,000
Total Income 10,20,000
Tax on %10,20,000 @ 20% 2,04,000
Add: HEC @ 4% 8,160
Tax Liability 2,12,160
(ix) Computation of Tax Liability
Income under the head Business/profession 11,00,00,000
Total Income 11,00,00,000
Tax on %11,00,00,000 @ 30% 330,00,000
Add: Surcharge @ 12% 39,60,000
Tax before health & education cess 369,60,000
Add: HEC @ 4% 14,78,400
Tax Liability 384,38,400
Ilustration 7(B): Presume in all the above situations the assessee is a partnership firm .
Solution: £
(i) Computation of Tax Liability
Income under the head Business/Profession 50,000
Total Income 50,000
Tax on 350,000 @ 30% 15,000
Add: HEC @ 4% 600
Tax Liability 15,600
(ii) Computation of Tax Liability
Income under the head Business/Profession 1,00,000
Total Income 1,00,000
Tax on %1,00,000 @ 30% 30,000
Add: HEC @ 4% 1,200
Tax Liability 31,200
(iii) Computation of Tax Liability
Income under the head Business/Profession 500,00,000
Total Income 500,00,000
Tax on %500,00,000 @ 30% 150,00,000
Add: Surcharge @ 12% 18,00,000
Tax before health & education cess 168,00,000
Add: HEC @ 4% 6,72,000
Tax Liability 174,72,000
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(iv) Computation of Tax Liability
Income under the head Business/Profession 100,00,000
Total Income 100,00,000
Tax on 2100,00,000 @ 30% 30,00,000
Add: HEC @ 4% 1,20,000
Tax Liability 31,20,000
(v) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains) 50,000
Total Income 50,000
Tax on 350,000 @ 20% 10,000
Add: HEC @ 4% 400
Tax Liability 10,400
(vi) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains) 200,00,000
Total Income 200,00,000
Tax on %3200,00,000 @ 20% 40,00,000
Add: Surcharge @ 12% 4,80,000
Tax before health & education cess 44,80,000
Add: HEC @ 4% 1,79,200
Tax Liability 46,59,200
(vii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains) 5,00,000
Total Income 5,00,000
Tax on 5,00,000 @ 20% 1,00,000
Add: HEC @ 4% 4,000
Tax Liability 1,04,000
(viii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains) 10,20,000
Total Income 10,20,000
Tax on %10,20,000 @ 20% 2,04,000
Add: HEC @ 4% 8,160
Tax Liability 2,12,160
(ix) Computation of Tax Liability
Income under the head Business/profession 11,00,00,000
Total Income 11,00,00,000
Tax on %11,00,00,000 @ 30% 330,00,000
Add: Surcharge @ 12% 39,60,000
Tax before health & education cess 369,60,000
Add: HEC @ 4% 14,78,400
Tax Liability 384,38,400
Ilustration 7(C): Presume in all the above situations the assessee is a foreign company.
Solution: 4
(i) Computation of Tax Liability
Income under the head Business/Profession 50,000
Total Income 50,000
Tax on 350,000 @ 40% 20,000

Add: HEC @ 4% 800
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Tax Liability

(ii) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %1,00,000 @ 40%
Add: HEC @ 4%
Tax Liability

(iii) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %500,00,000 @ 40%
Add: Surcharge @ 2%
Add: HEC @ 4%
Tax Liability

(iv) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %100,00,000 @ 40%
Add: HEC @ 4%
Tax Liability

(v) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on 350,000 @ 20%
Add: HEC @ 4%
Tax Liability

(vi) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on 2200,00,000 @ 20%
Add: Surcharge @ 2%
Add: HEC @ 4%
Tax Liability

(vii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on %5,00,000 @ 20%
Add: HEC @ 4%
Tax Liability

(viii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on 10,20,000 @ 20%
Add: HEC @ 4%
Tax Liability
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20,800

1,00,000
1,00,000
40,000
1,600
41,600

500,00,000
500,00,000
200,00,000
4,00,000
8,16,000
212,16,000

100,00,000
100,00,000
40,00,000
1,60,000
41,60,000

50,000
50,000
10,000

400
10,400

200,00,000
200,00,000
40,00,000
80,000
1,63,200
42,43,200

5,00,000
5,00,000
1,00,000

4,000
1,04,000

10,20,000
10,20,000
2,04,000
8,160
2,12,160
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(ix) Computation of Tax Liability

Income under the head Business/profession 11,00,00,000
Total Income 11,00,00,000
Tax on %11,00,00,000 @ 40% 440,00,000
Add: Surcharge @ 5% 22,00,000
Tax before health & education cess 462,00,000
Add: HEC @ 4% 18,48,000
Tax Liability 480,48,000
Problem 5:

Compute tax liability of ABC Ltd. a domestic company in the following situations for assessment year
2024-25:

(i) The company has income under the head Business/Profession X70,000.

(i1) The company has income under the head Business/Profession X150,00,000.

(iii) The company has income under the head Business/Profession 36,00,000.

(iv) The company has income under the head Business/Profession ¥10,30,000.

(v) The company has long term capital gains of ¥700,00,000.

(vi) The company has long term capital gains of %1,50,000.

(vii) The company has long term capital gains of 36,00,000.

(viii) The company has long term capital gains of ¥10,30,000.

(ix) The company has casual income 3400,00,000.

Answer = (i) Tax Liability: 321,840; (ii) ¥50,07,600; (iii) X1,87,200; (iv) %3,21,360; (v) X155,79,200; (vi)
%31,200; (vii) 1,24,800; (viii) X2,14,240; (ix) ¥133,53,600

(b) Presume all the above situations the company is a foreign company.
Answer = (i) Tax Liability: 329,120; (ii) 263,64,800; (iii) 32,49,600; (iv) %4,28,480; (v) 3148,51,200; (vi)
%31,200; (vii) 1,24,800; (viii) X2,14,240; (ix) 2127,29,600

Question 14: Write a note on Computation of Tax Liability of HUF.

Answer: Tax liability of Hindu undivided family

Hindu undivided family means any family which is Hindu by religion and its senior most male member is
called karta and karta is responsible for control and management of HUF. Parental property / business etc
received by karta shall be considered to be common property and taxability shall be as given below:
Normal income of Hindu undivided family shall be computed at the normal slab rate as given below:

Income shall be taxable at the slab rates given below:

If total Income upto %3,00,000 Nil
On next %3,00,000 5%
On next %3,00,000 10%
On next %3,00,000 15%
On next %3,00,000 20%
On Balance amount 30%

Surcharge shall be applicable

@ 10% if total income has exceeded I50 lakhs but upto X100 lakhs.
@ 15% if total income has exceeded ¥100 lakhs but upto 3200 lakhs.
@ 25% if total income has exceeded 3200 lakhs.

Surcharge of 25% shall be applicable only if total income excluding short term capital gain under section
111A and long term capital gain under section 112 and long term capital gain under section 112A and
dividend income, is exceeding X 200 Lakhs

All other provisions shall be similar to individual but rebate under section 87A is not allowed. Tax rates for
LTCG/LTCG 112A/ STCG u/s 111A and casual income are the same for all the persons.

If normal income of resident HUF is less than the exemption limit, the difference of the amount shall be
allowed to be deducted from long term capital gain and if long term capital gains are not sufficient, it will be
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allowed to be adjusted from short term capital gains under section 111A or long term capital gains u/s 112A
but it will not be allowed to be adjusted from casual income.
(What is HUF is given in the Hindu Law and it is not covered in the syllabus)

Example
XY HUF has income under the head business/profession 220 lakhs and its Karta Mr. X has individual

income %12 lakhs, in this case tax liability of HUF and that of Karta shall be

Tax liability of HUF 20 lakhs at slab rate 3,00,000
Add: HEC @ 4% 12,000
Tax Liability 3,12,000
Tax Liability of Karta %12 lakhs at slab rate 90,000
Add: HEC @ 4% 3,600
Tax Liability 93,600

Question 15: Write a note on Computation of Tax Liability of Body of Individuals/Association of
Persons.

Answer: Tax liability of BOI/AOP

Body of individual means a group of individuals which is neither a company nor a partnership firm. If it is
registered in some other Act, it will be called incorporated BOI. E.g. Trust etc. If such a group includes
persons other than individual also, it will be called AOP.

In general normal income shall be taxable at normal slab rate but rate may change as per provisions of
section 167B. (NOT COVERED IN SYLLABUS)

Surcharge shall be applicable

@ 10% if total income has exceeded I50 lakhs but upto X100 lakhs.

@ 15% if total income has exceeded X100 lakhs but upto 3200 lakhs.

@ 25% if total income has exceeded 3200 lakhs.

Surcharge of 25% shall be applicable only if total income excluding short term capital gain under section
111A and long term capital gains under section 112 and long term capital gain under section 112A and
dividend income, is exceeding X 200 Lakhs.

Deductions under section 80C to 80U shall be allowed in the normal manner.

Question 16: Write a note on Computation of Tax Liability of Local Authority.

Answer: Tax liability of local authority

In order to maintain any town or city, there is always some authority responsible and such authority is called
local authority e.g. MCD in Delhi. Such authority is allowed to collect house tax with regard to every type of
house property and also some other tax are collected by such authority. In general income of such authority
is exempt from income tax under section 10(20) but if such authority is doing any business, its income is
taxable just like a partnership firm. Deductions under section 80C to 80U shall be allowed in the normal
manner.

Question 17: Explain meaning of Person Section 2(31).
Answer: Meaning of Person Section 2(31)

“Person” includes—

(7) an individual,

(if) a Hindu undivided family,

(iii) a company,

(iv) a firm,

(v) an association of persons or a body of individuals, whether incorporated or not,
(vi) a local authority,

(vii) every artificial juridical person, not covered above and income is taxable as slab rate (juridical means
legal) e.g. ICAI or Delhi University etc.
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Question 18 [V. Imp.]: Discuss Partial Integration of Agricultural Income?

Or
Discuss Indirect Taxing of Agricultural Income?

Or
Under the Constitution, the power to levy a tax on agricultural income vests in the States. However,
Parliament has also levied a tax on such income. Explain how this has been achieved?
Answer:
Agricultural Income Section 10(1)
Under section 10(1), any agricultural income in India is fully exempt from income tax but if the
agricultural income is from outside India, it is chargeable to tax. (As per entry no. 82 of Union List, Central
Government has the power to levy income tax on income except agricultural income and power to levy tax
on agricultural income has been given to the State Government vide entry no. 46 of State List)

Indirect taxing of agricultural income or partial integration of agricultural income (Under the

constitution, the power to levy a tax on agricultural income vests in the states. However, parliament

has also levied a tax on such income. Explain how this has been achieved?)

If any person has agricultural income as well as non-agricultural income, his tax liability shall be computed

in the manner given below:

1. Compute tax on the total of agricultural income and non- agricultural income considering it to be total
income of the assessee.

2. Compute tax on exemption limit (33,00,000) and agricultural income considering it to be total income.

3. Deduct tax computed under Step 2 from Step 1 and apply surcharge if any and allow rebate if any and
health & education cess.

4. Long term capital gain, casual income and short term capital gain u/s 111A shall not be taken into
consideration for the purpose of partial integration

5. If Agricultural income is upto X5,000, or non-agricultural income is upto the limit not chargeable to tax
(%3,00,000), partial integration is not applicable.

6.  Partial integration is not applicable in case of a partnership firm or a company.

Power to levy taxes

The Constitution of India, in Article 265 lays down that “No tax shall be levied or collected except by
authority of law.” Accordingly for levy of any tax, a law needs to be framed by the government.

Constitution of India gives the power to levy and collect taxes, whether direct or indirect, to the Central and
State Government. The Parliament and State Legislatures are empowered to make laws on the matters
enumerated in the Seventh Schedule by virtue of Article 246 of the Constitution of India.

Seventh Schedule to Article 246 contains three lists which enumerate the matters under which the
Parliament and the State Legislatures have the authority to make laws for the purpose of levy of taxes.

The following are the lists:
(i) Union List: Parliament has the exclusive power to make laws on the matters contained in Union List.

(i1) State List: The Legislatures of any State has the exclusive power to make laws on the matters contained
in the State List.

(iii) Concurrent List: Both Parliament and State Legislatures have the power to make laws on the matters
contained in the Concurrent list.

Income-tax is the most significant direct tax. Entry 82 of the Union List i.e., List I in the Seventh Schedule
to Article 246 of the Constitution of India has given the power to the Parliament to make laws on taxes on
income other than agricultural income.




Computation of Total Income And Tax Liability 41

Illustration §:

(1) Mr. X has income under the head House Property X7,00,000 and agricultural income %3,00,000

(i) Mr. X has income under the head House Property X10,00,000 and agricultural income %3,00,000

(ii1) Mr. X has income under the head House Property 315,00,000 and agricultural income X3,00,000

(iv) Mr. X has income under the head House Property 32,00,000 and agricultural income %5,00,000

(v) Mr. X has income under the head House Property 37,00,000 and agricultural income 34,000

(vi) Mr. X has LTCG %7,00,000 and agricultural income 3,00,000

(vii) Mr. X has income under the head House Property X8,00,000 and deduction allowed under chapter VI-A

%1,00,000 and agricultural income %3,00,000
Solution:

@)

Computation of Total Income

Income under the head House Property 7,00,000.00
Gross Total Income 7,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 7,00,000.00
Agricultural Income 3,00,000.00
Computation of Tax Liability
Normal income 7,00,000
Step 1. Tax on (7,00,000 + 3,00,000) at slab rate 60,000.00
Step 2. Tax on (X3,00,000 + 3,00,000) at slab rates (15,000.00)
Step 3. Deduct Tax at Step 2 from Tax at Step 1 45,000.00
Less: Rebate u/s 87A (25,000.00)
Tax before health & education cess 20,000.00
Add: HEC @ 4% 800.00
Tax Liability 20,800.00
(ii)
Computation of Total Income
Income under the head House Property 10,00,000.00
Gross Total Income 10,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 10,00,000.00
Agricultural Income 3,00,000.00
Computation of Tax Liability
Normal income 10,00,000
Step 1. Tax on (10,00,000 + 3,00,000) at slab rate 1,10,000.00
Step 2. Tax on (%3,00,000 + 3,00,000) at slab rates (15,000.00)
Step 3. Deduct Tax at Step 2 from Tax at Step 1 95,000.00
Tax before health & education cess 95,000.00
Add: HEC @ 4% 3,800.00
Tax Liability 98,800.00
(iii)
Computation of Total Income
Income under the head House Property 15,00,000.00
Gross Total Income 15,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 15,00,000.00
Agricultural Income 3,00,000.00
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Computation of Tax Liability
Normal income 15,00,000
Step 1. Tax on (15,00,000 + 3,00,000) at slab rate
Step 2. Tax on (X3,00,000 + 3,00,000) at slab rates
Step 3. Deduct Tax at Step 2 from Tax at Step 1
Tax before health & education cess
Add: HEC @ 4%
Tax Liability

(iv)

Computation of Total Income

Income under the head House Property
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Agricultural Income
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2,40,000.00
(15,000.00)
2,25,000.00
2,25,000.00

9,000.00
2,34,000.00

2,00,000.00
2,00,000.00

Nil
2,00,000.00
5,00,000.00

There will be no partial Integration as normal income is less than the exemption limit and Tax Liability is

Nil.

")

Computation of Total Income

Income under the head House Property
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Agricultural Income

7,00,000.00
7,00,000.00
Nil
7,00,000.00
4,000.00

In this case, Agricultural income is upto I5000/-, thereby, partial integration shall not be applicable.

Computation of Tax Liability
Tax on Z7,00,000 at slab rate
Less: Rebate u/s 87A
Tax Liability

(vi) There will be no partial integration as normal income is Nil

Computation of Total Income
Income under the head Capital Gains
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Agricultural Income

Computation of Tax Liability
Tax on LTCG 4,00,000 (7,00,000 - 3,00,000) @ 20%
Less: Rebate u/s 87A
Tax before health & education cess
Add: HEC @ 4%
Tax Liability

(vii)

Computation of Total Income

Income under the head House Property
Gross Total Income

25,000
(25,000)
Nil

7,00,000.00
7,00,000.00

Nil
7,00,000.00
3,00,000.00

80,000.00
(25,000.00)
55,000.00
2,200.00
57,200.00

8,00,000.00
8,00,000.00
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Less: Deduction under chapter VI-A (1,00,000.00)
Total Income 7,00,000.00
Agricultural Income 3,00,000.00

Computation of Tax Liability
Normal income 7,00,000

Step 1. Tax on (7,00,000 + 3,00,000) at slab rate 60,000.00
Step 2. Tax on (%3,00,000 + 3,00,000) at slab rates (15,000.00)
Step 3. Deduct Tax at Step 2 from Tax at Step 1 45,000.00
Less: Rebate u/s 87A (25,000.00)
Tax before health & education cess 20,000.00
Add: HEC @ 4% 800.00
Tax Liability 20,800.00

Practice Problem 6:

(i) Mr. X has income under the head House Property X7,20,000 and agricultural income 5,00,000

(i1) Mr. X has income under the head House Property ¥101,00,000 and agricultural income %6,00,000

(iii) Mr. X has income under the head House Property 215,00,000 and agricultural income X10,00,000

(iv) Mr. X has income under the head House Property 23,00,000 and agricultural income %5,00,000

(v) Mr. X has income under the head House Property 210,00,000 and agricultural income 34,000

(vi) Mr. X has LTCG %7,00,000 and agricultural income 36,00,000

(vii) Mr. X has income under the head House Property 39,00,000 and deduction allowed under chapter VI-A
%1,00,000 and agricultural income 4,00,000

Optional Tax Regime
(i) Income shall be taxable at the slab rates given below:

If total Income upto %2,50,000 NIL
On next %2,50,000 5%
On next ¥5,00,000 20%
On Balance amount 30%
(i1) Senior Citizen (60 and above)

If total income is upto X3,00,000 NIL
On next %2,00,000 5%
On next 35,00,000 20%
On Balance amount 30%
(ii1) Very Senior Citizen (80 and above)

If total income is upto X5,00,000 NIL
On next ¥5,00,000 20%
On Balance amount 30%
Rebate u/s 87A

Rebate shall be allowed if total income is upto ¥5,00,000 (instead of ¥7,00,000). Maximum amount of rebate
shall be X 12,500 (instead of %25,000)
GSurcharge

- (@ 10% provided total income is exceeding Z 50 lakhs but it is upto ¥ 100 lakhs.

- @ 15% provided total income is exceeding T 100 lakhs but it is upto ¥ 200 lakh.

- @ 25% provided total income is exceeding T 200 lakhs but it is upto ¥ 500 lakh.

- @ 37% provided total income is exceeding ¥ 500 Lakhs.
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SOLUTIONS

PRACTICE PROBLEMS

Solution 1:

1)

Total income 9,00,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
Tax before health and education cess 45,000
Add: health & education cess @ 4% 1,800
Tax Liability 46,800
(i1)

Total income 25,00,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance %10,00,000 @ 30% 3,00,000
Tax before health and education cess 4,50,000
Add: health & education cess @ 4% 18,000
Tax Liability 4,68,000
(iii)

Total income 37,50,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance 322,50,000 @ 30% 6,75,000
Tax before health and education cess 8,25,000
Add: health & education cess @ 4% 33,000
Tax Liability 8,58,000
(iv)

Total income 41,32,000
On first %3,00,000 Nil
On next ¥3,00,000 @ 5% 15,000
On next ¥3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance 326,32,000 @ 30% 7,89,600

Tax before health and education cess 9,39,600
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Add: health & education cess @ 4% 37,584
Tax Liability 9,77,184
Rounded off u/s 288B 9,77,180
(v)

Total income 50,00,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance %35,00,000 @ 30% 10,50,000
Tax before health and education cess 12,00,000
Add: health & education cess @ 4% 48,000
Tax Liability 12,48,000
(vi)

Total income 36,66,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next 3,00,000 @ 15% 45,000
On next 3,00,000 @ 20% 60,000
On balance 321,66,000 @ 30% 6,49,800
Tax before health and education cess 7,99,800
Add: health & education cess @ 4% 31,992
Tax Liability 8,31,792
Rounded off u/s 288B 8,31,790
(vii)

Total income 26,32,300
On first %3,00,000 Nil
On next ¥3,00,000 @ 5% 15,000
On next ¥3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance %11,32,300 @ 30% 3,39,690
Tax before health and education cess 4,89,690
Add: health & education cess @ 4% 19,587.60
Tax Liability 5,09,277.60
Rounded off u/s 288B 5,09,280.00
(viii)

Total income 21,22,220
On first *3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next %3,00,000 @ 10% 30,000
On next %3,00,000 @ 15% 45,000
On next %3,00,000 @ 20% 60,000
On balance %6,22,220 @ 30% 1,86,666
Tax before health and education cess 3,36,666
Add: health & education cess @ 4% 13,466.64

Tax Liability 3,50,132.64
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Rounded off u/s 288B

(ix)

Total income

Rounded off u/s 288A

On first %3,00,000

On next %3,00,000 @ 5%

On next ¥3,00,000 @ 10%

On next %3,00,000 @ 15%

On next %3,00,000 @ 20%

On balance %17,42,410 @ 30%

Tax before health and education cess
Add: health & education cess @ 4%
Tax Liability

Rounded off u/s 288B

(x)

Total income

Rounded off u/s 288A

On first *3,00,000

On next ¥3,00,000 @ 5%

On next %3,00,000 @ 10%

On next %3,00,000 @ 15%

On next %3,00,000 @ 20%

On balance 334,49,500 @ 30%

Tax before health and education cess
Add: health & education cess @ 4%
Tax Liability

Rounded off u/s 288B

Solution 2:

(1)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Tax before surcharge

Add: Surcharge @ 10%

Tax before HEC

Add: HEC @ 4%

Tax Liability

(i)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Tax before surcharge

Add: Surcharge @ 15%

Tax before HEC

Add: HEC @ 4%

Tax Liability
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3,50,130.00

32,42,405
32,42,410
Nil

15,000
30,000
45,000
60,000
5,22,723
6,72,723
26,908.92
6,99,631.92
6,99,630.00

49,49,495
49,49,500
Nil
15,000
30,000
45,000
60,000
10,34,850
11,84,850
47,394
12,32,244
12,32,240

70,00,000.00

18,00,000.00
18,00,000.00
1,80,000.00
19,80,000.00
79,200.00
20,59,200.00

150,00,000.00

42,00,000.00
42,00,000.00
6,30,000.00
48,30,000.00
1,93,200.00
50,23,200.00
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(iii)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Tax before surcharge

Add: Surcharge @ 15%

Tax before HEC

Add: HEC @ 4%

Tax Liability

(iv)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Tax before surcharge

Add: Surcharge @ 25%

Tax before HEC

Add: HEC @ 4%

Tax Liability

v)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Tax before surcharge

Add: Surcharge @ 25%

Tax before HEC

Add: HEC @ 4%

Tax Liability

(vi)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Tax before surcharge

Add: Surcharge @ 25%

Tax before HEC

Add: HEC @ 4%

Tax Liability

(vii)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Add: Surcharge @ 10%

Tax before marginal relief

Less: Marginal Relief

Working Note:

Tax + surcharge @ 10% on income of ¥51,00,000

Tax on income of ¥50,00,000
Increase in tax
Increase in income

Marginal Relief (1,53,000 — 1,00,000)

13,53,000
(12,00,000)
1,53,000
1,00,000
53,000
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200,00,000.00

57,00,000.00
57,00,000.00
8,55,000.00
65,55,000.00
2,62,200.00
68,17,200.00

300,00,000.00

87,00,000.00
87,00,000.00
21,75,000.00
108,75,000.00
4,35,000.00
113,10,000.00

700,00,000.00

207,00,000.00
207,00,000.00
51,75,000.00
258,75,000.00
10,35,000.00
269,10,000.00

1000,00,000.00

297,00,000.00
297,00,000.00
74,25,000.00
371,25,000.00
14,85,000.00
386,10,000.00

51,00,000.00

12,30,000.00
1,23,000.00
13,53,000.00
(53,000.00)
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Tax after marginal relief
Add: HEC @ 4%
Tax Liability

(viii)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Add: Surcharge @ 15%

Tax before marginal relief

Less: Marginal Relief

Working Note:
Tax + surcharge @ 15% on income of 101,00,000

31,39,500

Tax + surcharge @ 10% on income of 100,00,000 (29,70,000)

Increase in tax
Increase in income
Marginal Relief (1,69,500 — 1,00,000)

1,69,500
1,00,000
69,500

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

(ix)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Add: Surcharge @ 25%

Tax before marginal relief

Less: Marginal Relief

Working Note:
Tax + surcharge @ 25% on income of 3201,00,000

71,62,500

Tax + surcharge @ 15% on income of 3200,00,000 (65,55,000)

Increase in tax
Increase in income
Marginal Relief (6,07,500 — 1,00,000)

6,07,500
1,00,000
5,07,500

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

(x)

Total Income

Computation of Tax Liability
Tax on normal income at slab rate
Add: Surcharge @ 25%

Tax before HEC

Add: HEC @ 4%

Tax Liability

Solution 3:

(1)

Total income

On first *3,00,000

On next %3,00,000 @ 5%
Tax before Rebate
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13,00,000.00
52,000.00
13,52,000.00

101,00,000.00

27,30,000.00
4,09,500.00
31,39,500.00
(69,500.00)

30,70,000.00
1,22,800.00
31,92,800.00

201,00,000.00

57,30,000.00
14,32,500.00
71,62,500.00
(5,07,500.00)

66,55,000.00
2,66,200.00
69,21,200.00

501,00,000.00

147,30,000.00
36,82,500.00
184,12,500.00
7,36,500.00
1,91,49,000.00

6,00,000
Nil
15,000
15,000
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Less: Rebate u/s 87A (15,000)
Tax Liability Nil
(i1)

Total income 7,00,000
On first %3,00,000 Nil
On next ¥3,00,000 @ 5% 15,000
On next 1,00,000 @ 10% 10,000
Tax before Rebate 25,000
Less: Rebate u/s 87A (25,000)
Tax Liability Nil
(iii)

Total income 7,02,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next 1,02,000 @ 10% 10,200
Tax before Rebate 25,200
Less: Rebate u/s 87A Nil
Less: Marginal Relief (23,200)
Working Note:

Tax on income of ¥7,02,000 25,200

Tax on income of X7,00,000 (Nil)

Increase in tax 25,200

Increase in income 2,000

Marginal Relief (25,200 — 2,000) 23,200

Tax before HEC 2,000
Add: HEC@ 4% 80
Tax Liability 2,080
(iv)

Total income 7,19,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next 1,19,000 @ 10% 11,900
Tax before Rebate 26,900
Less: Rebate u/s 87A Nil
Less: Marginal Relief (7,900)
Working Note:

Tax on income of 37,19,000 26,900

Tax on income of ¥7,00,000 (Nil)

Increase in tax 26,900

Increase in income 19,000

Marginal Relief (26,900 — 19,000) 7,900

Tax before HEC 19,000
Add: HEC@ 4% 760
Tax Liability 19,760
(v)

Total income 7,26,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000

On next X1,26,000 @ 10% 12,600
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Tax before Rebate 27,600
Less: Rebate u/s 87A Nil
Less: Marginal Relief (1,600)
Working Note:

Tax on income of 37,26,000 27,600

Tax on income of ¥7,00,000 (Nil)

Increase in tax 27,600

Increase in income 26,000

Marginal Relief (27,600 — 26,000) 1,600

Tax before HEC 26,000
Add: HEC@ 4% 1,040
Tax Liability 27,040
(vi)

Total income 4,00,000
On first %3,00,000 Nil
On next 21,00,000 @ 5% 5,000
Tax before Rebate 5,000
Less: Rebate u/s 87A (Nil)
Tax before HEC 5,000
Add: HEC @ 4% 200
Tax Liability 5,200

Note: Rebate u/s 87A is not allowed in case of non- resident.

(vii)

Total income 5,00,000
On first %3,00,000 Nil
On next 22,00,000 @ 5% 10,000
Tax before Rebate 10,000
Less: Rebate u/s 87A (Nil)
Tax before HEC 10,000
Add: HEC @ 4% 400
Tax Liability 10,400

Note: Rebate u/s 87A is not allowed in case of non- resident.

(viii)

Total income 6,90,000
On first %3,00,000 Nil
On next %3,00,000 @ 5% 15,000
On next 290,000 @ 10% 9,000
Tax before Rebate 24,000
Less: Rebate u/s 87A (Nil)
Tax before HEC 24,000
Add: HEC @ 4% 960
Tax Liability 24,960

Note: Rebate u/s 87A is not allowed in case of non- resident.

(ix)
Total income 7,10,000
On first %3,00,000 Nil
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On next ¥3,00,000 @ 5%
On next X1,10,000 @ 10%
Tax before Rebate

Less: Rebate u/s 87A

Tax before HEC

Add: HEC @ 4%

Tax Liability

Note: Rebate u/s 87A is not allowed in case of non- resident.

(x)

Total income

On first *3,00,000

On next 22,20,000 @ 5%
Tax before Rebate

Less: Rebate u/s 87A
Tax before HEC

Add: HEC @ 4%

Tax Liability

Note: Rebate u/s 87A is not allowed in case of non- resident.

Solution 4:

(1)

Income under the House Property

Income under the Capital Gains (LTCG)
Income under the Capital Gains (STCG 111A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on normal income Nil at slab rate (1,00,000-1,00,000)
Tax on LTCG Nil (2,00,000-2,00,000) @ 20%
Tax on STCG 111A 5,00,000 @ 15%

Less: Rebate u/s 87A

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(ii)

Income under the House Property

Income under the Capital Gains (LTCG)

Income under the Capital Gains (STCG 111A)

Income under the Capital Gains (LTCG 112A)

Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on normal income Nil at slab rate (50,000-50,000)
Tax on LTCG Nil (1,00,000-1,00,000) @ 20%

Tax on STCG 111A Nil (50,000-50,000) @ 15%

Tax on LTCG 112A 6,00,000 (8,00,000-1,00,000-1,00,000) @ 10%
Less: Rebate u/s 87A
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15,000
11,000
26,000

(Nil)
26,000

1,040
27,040

5,20,000
Nil
11,000
11,000
(Nil)
11,000
440
11,440

1,00,000.00
2,00,000.00
5,00,000.00
8,00,000.00

Nil
8,00,000.00

Nil

Nil
75,000.00
Nil
75,000.00
3,000.00
78,000.00

50,000.00
1,00,000.00
50,000.00
8,00,000.00
10,00,000.00
Nil
10,00,000.00

Nil

Nil

Nil
60,000.00
Nil
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Tax before health & education cess
Add: HEC @ 4%
Tax Liability

(i)

Income under the House Property

Income under the Capital Gains (LTCG)

Income under the Capital Gains (STCG 111A)

Income under the Capital Gains (LTCG 112A)

Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on normal income Nil at slab rate (50,000-50,000)
Tax on LTCG Nil (1,00,000-1,00,000) @ 20%

Tax on STCG 111A Nil (50,000-50,000) @ 15%

Tax on LTCG 112A 3,00,000 (5,00,000-1,00,000-1,00,000) @ 10%
Less: Rebate u/s 87A

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(iv)

Income under the House Property

Income under the Capital Gains (LTCG)
Income under the Capital Gains (STCG 111A)
Income under the Capital Gains (LTCG 112A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on normal income at slab rate

Tax on LTCG 1,00,000 @ 20%

Tax on STCG 111A 50,000 @ 15%

Tax on LTCG 112A 3,00,000 (5,00,000-1,00,000-1,00,000) @ 10%
Less: Rebate u/s 87A

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

v)

Income under the Capital Gains (LTCG)
Gross Total Income

Less: Deduction under chapter VI-A
Total Income

Computation of Tax Liability

Tax on LTCG %48,00,000 (51,00,000-3,00,000) @ 20%
Less: Rebate u/s 87A

Tax before surcharge

Add: Surcharge @ 10%

Tax before marginal relief

Less: Marginal Relief
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60,000.00
2,400.00
62,400.00

50,000.00
1,00,000.00
50,000.00
5,00,000.00
7,00,000.00
Nil
7,00,000.00

Nil

Nil

Nil
30,000.00
Nil
30,000.00
1,200.00
31,200.00

4,00,000.00
1,00,000.00
50,000.00
1,00,000.00
6,50,000.00
Nil
6,50,000.00

5,000
20,000
7,500
32,500.00
(25,000.00)
7,500.00
300.00
7,800.00

51,00,000.00
51,00,000.00

Nil
51,00,000.00

9,60,000.00
Nil
9,60,000.00
96,000.00
10,56,000.00
(16,000.00)
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Working Note:

Tax + surcharge @10% on income of ¥51,00,000 10,56,000
Tax on income of 350,00,000 (9,40,000)
Increase in tax 1,16,000
Increase in income 1,00,000
Marginal Relief (1,16,000 — 1,00,000) 16,000

Tax after marginal relief
Add: HEC @ 4%
Tax Liability

(vi)

Income under the Capital Gains (LTCG 112A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on LTCG 112A %596,00,000 (600,00,000-3,00,000-1,00,000) @ 10%
Less: Rebate u/s 87A

Tax before surcharge

Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

(vii)

Income under the Capital Gains (STCG 111A)
Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on STCG 111A %99,00,000 (102,00,000-3,00,000) @ 15%
Less: Rebate u/s 87A

Tax before surcharge

Add: Surcharge @ 15%

Tax before Health and education cess

Add: HEC @ 4%

Tax Liability

Solution 5:
(i) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on 370,000 @ 30%
Add: HEC @ 4%
Tax Liability

(ii) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %¥150,00,000 @ 30%
Add: Surcharge @ 7%
Add: HEC @ 4%
Tax Liability

53

10,40,000.00
41,600.00
10,81,600.00

600,00,000.00
600,00,000.00

Nil
600,00,000.00

59,60,000.00
Nil
59,60,000.00
8,94,000.00
68,54,000.00
2,74,160.00
71,28,160.00

102,00,000.00
102,00,000.00

Nil
102,00,000.00

14,85,000.00
Nil
14,85,000.00
2,22,750.00
17,07,750.00
68,310.00
17,76,060.00

70,000
70,000
21,000

840
21,840

150,00,000
150,00,000
45,00,000
3,15,000
1,92,600
50,07,600
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(iii) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %6,00,000 @ 30%
Add: HEC @ 4%
Tax Liability

(iv) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %10,30,000 @ 30%
Add: HEC @ 4%
Tax Liability

(v) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on 3700,00,000 @ 20%
Add: Surcharge @ 7%
Add: HEC @ 4%
Tax Liability

(vi) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on %1,50,000 @ 20%
Add: HEC @ 4%
Tax Liability

(vii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on %6,00,000 @ 20%
Add: HEC @ 4%
Tax Liability

(viii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on 310,30,000 @ 20%
Add: HEC @ 4%
Tax Liability

(ix) Computation of Tax Liability
Income under the head Other Sources (Casual Income)
Total Income
Tax on 3400,00,000 @ 30%
Add: Surcharge @ 7%
Add: HEC @ 4%
Tax Liability
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6,00,000
6,00,000
1,80,000

7,200
1,87,200

10,30,000
10,30,000
3,09,000
12,360
3,21,360

700,00,000
700,00,000
140,00,000
9,80,000
5,99,200
155,79,200

1,50,000
1,50,000
30,000
1,200
31,200

6,00,000
6,00,000
1,20,000

4,800
1,24,800

10,30,000
10,30,000
2,06,000
8,240
2,14,240

400,00,000
400,00,000
120,00,000
8,40,000
5,13,600
133,53,600
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Solution 5(b):
(i) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on 370,000 @ 40%
Add: HEC @ 4%
Tax Liability

(ii) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %150,00,000 @ 40%
Add: Surcharge @ 2%
Add: HEC @ 4%
Tax Liability

(iii) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %6,00,000 @ 40%
Add: HEC @ 4%
Tax Liability

(iv) Computation of Tax Liability
Income under the head Business/Profession
Total Income
Tax on %10,30,000 @ 40%
Add: HEC @ 4%
Tax Liability

(v) Computation of Tax Liability

Income under the head Capital Gains (long term capital gains)

Total Income

Tax on X700,00,000 @ 20%
Add: Surcharge @ 2%
Add: HEC @ 4%

Tax Liability

(vi) Computation of Tax Liability

Income under the head Capital Gains (long term capital gains)

Total Income

Tax on %1,50,000 @ 20%
Add: HEC @ 4%

Tax Liability

(vii) Computation of Tax Liability

Income under the head Capital Gains (long term capital gains)

Total Income

Tax on %6,00,000 @ 20%
Add: HEC @ 4%

Tax Liability
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4

70,000
70,000
28,000

1,120
29,120

150,00,000
150,00,000
60,00,000
1,20,000
2,44,800
63,64,800

6,00,000
6,00,000
2,40,000

9,600
2,49,600

10,30,000
10,30,000
4,12,000
16,480
4,28,480

700,00,000
700,00,000
140,00,000
2,80,000
5,71,200
148,51,200

1,50,000
1,50,000
30,000
1,200
31,200

6,00,000
6,00,000
1,20,000

4,800
1,24,800



Computation of Total Income And Tax Liability

(viii) Computation of Tax Liability
Income under the head Capital Gains (long term capital gains)
Total Income
Tax on 210,30,000 @ 20%
Add: HEC @ 4%
Tax Liability

(ix) Computation of Tax Liability
Income under the head Other Sources (Casual Income)
Total Income
Tax on 3400,00,000 @ 30%
Add: Surcharge @ 2%
Add: HEC @ 4%
Tax Liability

Solution 6:

()

Computation of Total Income

Income under the head House Property

Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Agricultural Income

Computation of Tax Liability
Normal income 7,20,000
Step 1. Tax on (7,20,000 + 5,00,000) at slab rate
Step 2. Tax on (%3,00,000 + 5,00,000) at slab rates
Step 3. Deduct Tax at Step 2 from Tax at Step 1
Less: Rebate u/s 87A
Tax before health & education cess
Add: HEC @ 4%
Tax Liability

(ii)

Computation of Total Income

Income under the head House Property

Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Agricultural Income

Computation of Tax Liability
Normal income 101,00,000
Step 1. Tax on (101,00,000 + 6,00,000) at slab rate
Step 2. Tax on (%3,00,000 + 6,00,000) at slab rates
Step 3. Deduct Tax at Step 2 from Tax at Step 1
Less: Rebate u/s 87A
Tax before surcharge
Add: Surcharge @ 15%

Tax before marginal relief

Less: Marginal Relief

Working Note:
Tax + surcharge 15% on income of ¥101,00,000 32,94,750
Tax + surcharge 10% on income of 3100,00,000 (29,70,000)
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10,30,000
10,30,000
2,06,000
8,240
2,14,240

400,00,000
400,00,000
120,00,000
2,40,000
4,89,600
127,29,600

7,20,000.00
7,20,000.00

Nil
7,20,000.00
5,00,000.00

94,000.00
(35,000.00)
59,000.00
(Nil)
59,000.00
2,360.00
61,360.00

101,00,000.00
101,00,000.00
Nil
101,00,000.00
6,00,000.00

29,10,000.00
(45,000.00)
28,65,000.00
(Nil)
28,65,000.00
4,29,750.00
32,94,750.00
(2,24,750.00)
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Increase in tax 3,24,750

Increase in income 1,00,000

Marginal Relief (3,24,750 — 1,00,000) 2,24,750

Tax after marginal relief 30,70,000.00
Add: HEC @ 4% 1,22,800.00
Tax Liability 31,92,800.00
(iii)

Computation of Total Income

Income under the head House Property 15,00,000.00
Gross Total Income 15,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 15,00,000.00
Agricultural Income 10,00,000.00

Computation of Tax Liability
Normal income 15,00,000

Step 1. Tax on (15,00,000 + 10,00,000) at slab rate 4,50,000.00
Step 2. Tax on (%3,00,000 + 10,00,000) at slab rates (1,10,000.00)
Step 3. Deduct Tax at Step 2 from Tax at Step 1 3,40,000.00
Less: Rebate u/s 87A (Nil)
Tax before health & education cess 3,40,000.00
Add: HEC @ 4% 13,600.00
Tax Liability 3,53,600.00
(iv)
Computation of Total Income
Income under the head House Property 3,00,000.00
Gross Total Income 3,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 3,00,000.00
Agricultural Income 5,00,000.00
There will be no partial Integration as normal income is upto the exemption limit and Tax Liability is Nil.
)
Computation of Total Income
Income under the head House Property 10,00,000.00
Gross Total Income 10,00,000.00
Less: Deduction under chapter VI-A Nil
Total Income 10,00,000.00
Agricultural Income 4,000.00

In this case, Agricultural income is upto I5000/-, thereby, partial integration shall not be applicable.
Computation of Tax Liability

Tax on normal income at slab rate 60,000.00
Tax before health & education cess 60,000.00
Add: HEC @ 4% 2,400.00
Tax Liability 62,400.00

(vi) There will be no partial integration as normal income is Nil
Computation of Total Income

Income under the head Capital Gains 7,00,000.00
Gross Total Income 7,00,000.00
Less: Deduction under chapter VI-A Nil

Total Income 7,00,000.00
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Agricultural Income
Computation of Tax Liability
Tax on LTCG 4,00,000 (7,00,000 - 3,00,000) @ 20%
Less: Rebate u/s 87A
Tax before health & education cess
Add: HEC @ 4%
Tax Liability

(vii)

Computation of Total Income

Income under the head House Property

Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Agricultural Income

Computation of Tax Liability
Normal income 8,00,000
Step 1. Tax on (8,00,000 + 3,00,000) at slab rate
Step 2. Tax on (3,00,000 + 3,00,000) at slab rates
Step 3. Deduct Tax at Step 2 from Tax at Step 1
Less: Rebate u/s 87A
Tax before health & education cess
Add: HEC @ 4%
Tax Liability

58
6,00,000.00

80,000.00
(25,000.00)
55,000.00
2,200.00
57,200.00

9,00,000.00
9,00,000.00
(1,00,000.00)
8,00,000.00
3,00,000.00

75,000.00
(15,000.00)
60,000.00
(Nil)
60,000.00
2400.00
62,400.00
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EXAMINATION QUESTIONS

MAY - 2019

Question 5 (a) (3 Marks)
Miss Himanshi (68 years) is a resident individual. During the assessment year 2024-25, she has income from

Long-term capital gain on transfer of equity shares 33,80,000 (Securities transaction has been paid on
acquisition and transfer of the said shares) and income from Other sources < 2,75,000.

Compute her tax liability for Assessment year 2024-25.

Solution:

Computation of Total Income £4
Long term capital gains u/s 112A 3,80,000
Income from other sources 2,75,000
Gross Total Income 6,55,000
Less: Deduction under chapter VI-A Nil
Total Income 6,55,000
Computation of Tax Liability

Tax on Long term capital gains 2,55,000 (3,80,000-1,00,000-25,000) @ 10% u/s 112A 25,500
Tax on normal income Nil (2,75,000-2,75,000) Nil
Tax before health & education cess 25,500
Add: HEC @ 4% 1,020
Tax Liability 26,520

Note: No rebate u/s 87A from tax on LTCG 112A
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TAXABILITY OF GIFT
SECTION 56

TAXABILITY OF GIFT
SECTION 56(2)(x)

Question 1: Explain taxability of gift.

Answer:

Gift received by any person shall be taxable and the gifts shall be divided into 3 parts.

1. Gift of sum of money

2. Gift of any property other than immovable property

3. Gift of immovable property

Taxability is as given below:

1. Gift of sum of money

If any person has received any sum of money from one or more persons without consideration and the
aggregate value of all such gifts received during the year exceeds fifty thousand rupees, the whole of the
aggregate value of such sum shall be taxable under the head Other Sources but if the aggregate value is upto
350,000, entire amount shall be exempt from income tax. E.g. Mr. X has received 3 gifts of 15,000 each
from his 3 friends, entire amount of 345,000 is exempt from income tax but if he has received 3 gifts of
%20,000 each, entire amount of 60,000 shall be taxable. Further it will be considered to be normal income.

2. Gift of any property other than immovable property

If any person has received gift of any property other than immovable property without consideration and the
aggregate fair market value of such properties received during a particular year exceeds 350,000, it will be
taxable under the head Other Sources but if aggregate value of all such properties is upto 50,000, it will be
exempt from income tax.

If the consideration is less than the aggregate fair market value of such properties by an amount exceeding
%50,000, aggregate fair market value as exceeds such consideration shall be taxable under the head Other
Sources. Further it will be considered to be normal income.

3. Gift of immovable property

If any person has received any immovable property without consideration, it will be exempt if stamp duty
value is upto 350,000 but if the stamp duty value exceeds fifty thousand rupees, entire stamp duty value
shall be taxable under the head Other Sources. Value of individual immovable property shall be taken into
consideration instead of aggregate value of all such properties.

(If any person is selling immovable property, its Conveyance Deed shall be prepared in the office of
Registrar and some tax has to be paid to the State Government for transferring the property and it is called
stamp duty and the value on which such duty is charged is called stamp duty value (also called circle rate).
A person may not disclose the right value hence the value is determined by State Government.)

If immovable property has been received for a consideration which is less than the stamp duty value of the
property by an amount exceeding fifty thousand rupees and also stamp duty value is exceeding by more than
10% of the actual consideration, in such cases taxable amount shall be the stamp duty value of such
property as exceeds such consideration.

Example

(1) Mr. X purchased immovable property for X3,00,000 but stamp duty value is X5,00,000, taxable amount
shall be 22,00,000

(i1) Mr. X has sold immovable property to Mr. Y for 100,00,000 but stamp duty value is ¥110,00,000, in
this taxable amount shall be Nil because stamp duty value is not exceeding the actual consideration by more
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than 10% but if stamp duty value is X 111,00,000, taxable amount shall be % 11,00,000 because stamp duty
is exceeding by more than 10% of actual consideration.

If the date of the agreement fixing the amount of consideration for the transfer of immovable property and
the date of registration are not the same and in such cases, the stamp duty value on the date of the agreement
shall be taken into consideration but part of consideration should have been paid by account payee cheque,
an account payee bank draft or by use of electronic clearing system through a bank account or through such
other electronic modes as may be prescribed. (Other electronic mode means Credit Card, Debit Card, Net
Banking, IMPS (Immediate Payment Service), UPI (Unified Payment Interface), RTGS (Real Time Gross
Settlement), NEFT (National Electronic Funds Transfer), and BHIM (Bharat Interface for Money) Aadhaar
Pay) on or before the date of agreement. E.g. Mr. X has entered into agreement with a builder ABC Limited
on 01.07.2016 for purchase of one building for %20,00,000 but stamp duty value was 327,00,000 and
advance of %3,00,000 was given by account payee cheque but property was transferred in his name on
01.07.2023 and on that date stamp duty value was ¥35,00,000, in this case amount of gift shall be %7,00,000
(27,00,000 — 20,00,000). (Difference amount is more than X50,000 and more than 10% of the consideration).
Similarly, it will also be considered to be normal income.

The gift is exempt in the following cases
(a) If any individual has received any gift from any of his relative, it will be exempt from income tax. The
term relative shall include
(a) spouse of the individual,
(b) brother or sister of the individual,
(c) brother or sister of the spouse of the individual;
(d) brother or sister of either of the parents of the individual;
(e) any lineal ascendant or descendant of the individual; (ascendant means mother/ father/ grand mother /
grand father and so on: Descendant means son / daughter / grand son / grand daughter etc.
(f) any lineal ascendant or descendant of the spouse of the individual;
(g) spouse of the person referred to in items (b) to (f)

Whether mother’s parents shall be included in lineal ascended is a question of law.

(b) If any individual has received any gift from any person of any amount on the occasion of his/her
marriage. If gift is received by the parents of such individual, in that case it will be taxable. If any individual
has received gift on the occasion of anniversary, it will be taxable.

(c) If any person has received any gift under a will/ inheritance, it will be exempt from income tax.

(d) in contemplation of death of the payer or donor (Contemplation of Death means the apprehension of an
individual that his life will end in the immediate future by a particular illness etc.)

(e) from any local authority or charitable hospital or charitable educational institution or charitable trust or
other similar organisation.

(f) Payment received for treatment of COVID-19

If any individual has received any amount from any person for treatment of illness related to COVID-19, it
will be exempt from income tax. Payment may be received even for the treatment of family member of such
individual. The individual must have a record of the COVID-19 positive report and should also mention all
necessary documents of treatment of the disease upto a period of 6 months from the date of declaring
COVID-19 positive.

The details of the amount so received in any financial year has to be furnished in the prescribed form to the
Income-tax Department within 9 months from the end of such financial year or 31.12.2022, whichever is
later.

(g) Payment in connection with death from COVID-19

If a member of the family of a deceased person has received,—

(A) from the employer of the deceased person (any amount); or

(B) from any other person or persons to the extent that such sum or aggregate of such sums does not exceed
ten lakh rupees,

where the cause of death of such person is illness related to COVID-19, it will be exempt from income tax
but the payment is received within twelve months from the date of death of such person; and death should be
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within 6 months from the date of testing positive. The person should mention detail of COVID positive
report and also he should retain death certificate in which it is mentioned reason of death is COVID-19.

The details of the amount so received in any financial year has to be furnished in the prescribed form to the
Income-tax Department within 9 months from the end of such financial year or 31.12.2022, whichever is
later.

Question 2: Explain meaning of property.

Answer:

"PROPERTY" means the following capital asset of the assessee, namely:—
(7) immovable property being land or building or both;

(i) shares and securities;

(iii) jewellery;

(iv) archaeological collections (relating to past/ ancient)

(v) drawings (a picture or diagram made with a pencil, pen, or crayon without paint.)
(vi) paintings;

(vii) sculptures;

(viii) any work of art; or

(ix) bullion (Gold and silver in the form of biscuits / bricks / bars)

If any person has received gift of any other property, it will not be taxable e.g. motor car or plant and
machinery or a watch or a mobile phone etc.

E.g. Mr. X received a mobile phone valued X70,000 from his friend, in this case, it will be exempt from
income tax.

Question 3: Write a note on Taxability of gift received by HUF from its members.

Answer:

If any Hindu undivided family has received any gift from any of its members, it will be exempt from
income tax. E.g. One HUF has received cash gift of ¥10,00,000 from one of its members, it will be exempt
from income tax.

If HUF has given gift to its member, it will be taxable.

Question 4: Write a note on Taxability of stock-in-trade.
Answer:
If any person has received any asset as stock-in-trade, it will not be taxable as gift e.g. Mr. X is a dealer in

gold and he has purchased gold for 220 lakhs but market value is ¥ 27 lakhs, in this case it will not be
taxable as gift (because cost will be shown in the books as 320 lakhs and entire profit on sale shall be
taxable under the head business/profession.)

Ilustration 1: Mr. X, a dealer in shares, received the following without consideration during the P.Y.2023-
24 from his friend Mr. Y, -

(1) Cash gift of ¥ 75,000 on his anniversary, 15" April, 2023.

(2) Bullion, the fair market value of which was % 60,000, on his birthday, 19" June, 2023.

(3) A plot of land at Faridabad on 1% July, 2023, the stamp value of which is X 5 lakh on that date. Mr. Y had
purchased the land in April, 2015.

Mr. X purchased from his friend Z, who is also a dealer in shares, 1000 shares of X Ltd. @ I 400 each on
19t June, 2023, the fair market value of which was Z 600 each on that date.

(4) Mr. X sold these shares in the course of his business on 23™ June, 2023.

(5) On 1% November, 2023, Mr. X took possession of property (building) booked by him two years back at X
20 lakh. The stamp duty value of the property as on 1% November, 2023 was X 32 lakh and on the date of
booking was X 23 lakh. He had paid X 1 lakh by account payee cheque as down payment on the date of
booking.

Compute the income of Mr. X chargeable under the head “Income from other sources” for A.Y.2024-25.
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Solution:

Particulars Z
(1) | Cash gift is taxable 75,000
(2) | Since bullion is included in the definition of property, it is taxable. 60,000
(3) | Stamp duty value of plot of land at Faridabad is taxable. 5,00,000

(4) | Difference of X 2 lakh in the value of shares of X Ltd. purchased from Mr. Z, a dealer in -
shares, is not taxable as it represents the stock-in-trade of Mr. X. Since Mr. X is a dealer in
shares and it has been mentioned that the shares were subsequently sold in the course of
his business, such shares represent the stock-in-trade of Mr. X.

(5) | Difference between the stamp duty value of 23 lakh on the date of booking and the actual | 3,00,000
consideration of 220 lakh paid is taxable. (Difference amount is more than 50,000 and
more than 10% of the consideration)

Income from Other Sources 9,35,000

Ilustration 2: 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) X HUF received X 75,000 in cash from niece of Mr. X (i.e., daughter of Mr. X’s sister). Mr. X is the
Karta of the HUF.

(i1) Miss. X, a member of her father’s HUF, transferred a house property to the HUF without consideration.
The stamp duty value of the house property is Z 9,00,000.

(iii) Mr. X received 100 shares of A Ltd. from his friend as a gift on occasion of his 25" marriage
anniversary. The fair market value on that date was X 100 per share. He also received jewellery worth
%45,000 (FMV) from his nephew on the same day.

(iv) X HUF gifted a car to son of Karta for achieving good marks in XII board examination. The fair market
value of the car is % 5,25,000.

Solution:
Taxable/ Amount Reason
Non-taxable | liable to
tax 3)
(i) | Taxable 75,000 Sum of money exceeding 350,000 received without consideration from a

non-relative is taxable under section 56(2)(x). Daughter of Mr. X’s sister is
not a relative of X HUF, since she is not a member of X HUF.

(i) | Non-taxable | Nil Immovable property received without consideration by a HUF from its
relative is not taxable under section 56(2)(x). Since Miss. X is a member of
the HUF, she is a relative of the HUF.

(ii1) | Taxable 55,000 | As per provisions of section 56(2)(x), in case the aggregate fair market
value of property, other than immovable property, received without
consideration exceeds 350,000, the whole of the aggregate value shall be
taxable. In this case, the aggregate fair market value of shares (310,000)
and jewellery (%45,000) exceeds ¥50,000. Hence, the entire amount of
%55,000 shall be taxable.

(iv) | Non-taxable | Nil Car is not included in the definition of property for the purpose of section
56(2)(x), therefore, the same shall not be taxable.

Hlustration 3: Discuss taxability in the following cases:
(1) Mr. X has received three gifts from his three friends
(a) 55,000 in cash
(b) Land with market value %5,00,000 but the value for the purpose of charging stamp duty 34,00,000.
(c) Jewellery with market value %3,00,000
In this case, taxable amount shall be 55,000 + 4,00,000 + 3,00,000 = 7,55,000
(i1) Mr. X has received gift of *50,000 in cash from his friend, in this case it will not be considered to be his
income.
(ii1) Mr. X has received gift of ¥1,50,000 in cash from his brother, in this case it will not be considered to be
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his income.

(iv) Mr. X has received gift of %1,50,000 in cash from his mother’s sister, in this case it will not be
considered to be his income.

(v) Mr. X has received gift of X1,50,000 in cash from his father’s brother, in this case it will not be
considered to be his income.

(vi) Mr. X has received gift of 1,50,000 in cash from his cousin, in this case it will be chargeable to tax.
(vii) Mr. X has received gift of ¥1,50,000 in cash from brother of his spouse, in this case it will not be
considered to be his income.

(viii) Mr. X has received gift of ¥1,50,000 in cash from his grand father, in this case it will not be considered
to be his income.

(ix) Mr. X has received gift of ¥1,50,000 in cash from spouse of his brother, in this case it will not be
considered to be his income.

(x) Mr. X has received gift of 21,50,000 in cash from husband of his sister, in this case it will not be
considered to be his income.

(xi) Mr. X has received gift of %1,50,000 in cash from sister of his brother’s wife, in this case it will be
considered to be his income.

(xii) Mr. X has received gift of ¥1,50,000 in cash from the sister of his spouse, in this case it will not be
considered to be his income.

(xiii) Mr. X has received gift of ¥5,000 in cash on his birthday from each of his eleven friends, in this case it
will be considered to be his income because the total amount is exceeding X50,000.

(xiv) Mr. X has received gift of property valued X1,50,000 from his friend, in this case it will be considered
to be his income.

(xv) Mr. X has received gift of 31,50,000 in cash from his friend on the occasion of his marriage, in this case
it will not be considered to be his income.

(xvi) Mr. X has received gift of 275,000 in cash and property 275,000 from his fiancee, in this case gift in
cash will be considered to be his income and the gift as property shall also be considered to be his income.

Question 5: Explain taxability of gift received from employer.

Answer: Gifts to the Employees Section 17(2)(viii) Rule 3(7)(iv)

Gift given by the employer in kind upto 35,000 in aggregate during a particular year is exempt and excess
over it is taxable. If the employer has given any voucher or token in lieu of which such gift may be received,
it will also be exempt in the similar manner.

Gifts in cash or gifts convertible into cash i.e. gift cheques etc. shall be fully chargeable to tax.

E.g. Mr. X is employed in ABC Ltd. and he has received a cash gift of *11,000 from his employer, in this
case taxable amount shall be 11,000 and it will be income under the head Salary and shall be taxable at the
normal rate but if Mr. X has received one wrist watch of X11,000 from his employer, taxable amount shall
be 6,000.

Question 6: Explain Taxability of gift received in connection with business/profession.

Answer: Gifts or Perquisites from Clients Section 28

The value of any benefit or perquisite, whether convertible into money or not, arising from business or the
exercise of a profession, shall be taxable under the head business profession.

If any person has received any gift or perquisite or benefit either in cash or in kind from any of his clients, it
will be considered to be business receipt and shall be taken into consideration while computing income
under the head business/profession.

Example: A Doctor has received a gift of ¥ 40,000 from one of his clients, in this case it will be considered
to be income under the head business/profession.

Question 7: Explain taxability of scholarship/ award / reward.

Answer: Scholarship  Section 10(16)

Any scholarship received by a person for meeting the cost of education shall be exempt from income tax.
Award/ Reward  Section 10(17A)

Any award or reward whether in cash or in kind instituted by the Central Government or the State
Government shall be exempt from income tax. Similarly any private award or reward shall be exempt from
income tax if approved by the Central Government.
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MULTIPLE CHOICE QUESTIONS

1. Gift of sum of money is exempt if

(a) aggregate value during particular year is less 350,000

(b) aggregate value during particular year is upto 350,000

(c) if value of individual gift is upto ¥50,000

(d) aggregate value during particular year is less ¥1,00,000

2. In case of gift of immovable property, value to be taken into consideration shall be
(a) market value of individual property

(b) market value of all the properties

(c) stamp duty value of individual property

(d) stamp duty value of all the properties

3. For the purpose of gift, the term relative shall include

(a) grand father of individual

(b) bother’s son of individual

(c) brother of father of spouse

(d) all the above

4. Property for the purpose of gift shall include

(a) shares and securities

(b) jewellery

(c) mobile phone

(d) work of art

(e) (a), (b) and (d)

5. Which of the statement is correct

(a) gift received by an employee is exempt upto 10,000

(b) cash gift received by an employee upto X5,000 is exempt

(c) gift in kind received by an employee upto 25,000 is exempt
(d) gift in kind received by an employee upto 350,000 is exempt
6. Which of the statement is correct

(a) scholarship received by any person is exempt u/s 10(17A)
(b) award or reward of central government is taxable u/s 28

(c) gift received by a professional from his client is taxable as per section 28
(d) gift received by an employee exceeding X5,000 is taxable u/h other sources
7. which of the statement is false

(a) gift received by HUF from its member is exempt

(b) gift received from sister of spouse is exempt

(c) gift of motor car received from a friend is exempt

(d) cash gift upto %5,000 received from employer is exempt

8. The term relative do not include

(a) lineal ascendant or descendant of individual

(b) lineal ascendant or descendant of spouse of individual

(c) lineal ascendant or descendant of brother of individual

(d) none of the above

9. If any person has purchased immovable property for 20 lakh but stamp duty value is ¥23 lakhs, in
this case taxable amount of gift shall be

(a) 3 lakh

(b) 1 lakh

(c) Nil

(d) 23 lakh

10. Which of the following gift is taxable

(a) Mr. X received cash gift 51,000 from his friend

(b) Mr. Y received cash gift T51,000 from his fiancée
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(c) Mr. Z received cash gift 51,000 from his friend’s father

(d) all the above

(e) none of the above

11. Mr. Kashyap has acquired a building from his friend on 10.10.2023 for ¥15,00,000. The stamp
duty value of the building on the date of purchase is ¥15,70,000. Income chargeable to tax in the hands
of Mr. Kashyap is

(a) X 70,000

(b) 350,000

(c) Nil

(d) 220,000

12. Ganesh received 60,000 from his friend on the occasion of his birthday

(a) The entire amount of 60,000 is taxable

(b) 350,000 is taxable

(c) The entire amount is exempt

(d) 210,000 is taxable

13. Mr. Y has received a sum of ¥51,000 on 24.10.2023 from relatives on the occasion of his marriage.
(a) Entire 351,000 is chargeable to tax.

(b) Only X 1,000 is chargeable to tax

(c) Entire % 51,000 is exempt from tax

(d) Only 50% 1i.e., X 25,500 is chargeable to tax

14. Mr. Mayank has received a sum of X 75,000 on 24.10.2023 from his friend on the occasion of his
marriage anniversary.

(a) Entire X 75,000 is chargeable to tax.

(b) Entire %75,000 is exempt from tax

(¢) Only % 25,000 is chargeable to tax

(d) Only 50% i.e., X 37,500 is chargeable to tax

15. Ashok took possession of property on 31st August 2023 booked by him three years back at 325
lakhs, The Stamp Duty Value (SDV) of the property as on 31st August 2023 was ¥31 lakh and on date
of booking it was 29 lakh. He had paid X2 lakh by A/c payee cheque as down payment on date of
booking. Which of the following will be considered as income, if any, and in which previous year

(a) %4 lakhs in P.Y. 2023-24

(b) %4 lakhs in P.Y. 2020-21

(c) 26 lakhs in P.Y. 2022-23

(d) No income shall be taxable, since down payment was paid by A/c payee cheque while booking the
property

16. Mr. Kishore celebrated his 50th marriage anniversary. On this occasion, his wife received a
diamond necklace worth %5,00,000 from Kishore's brother. Kishore's son gifted him a luxurious car
worth %15,00,000, His grandchildren gifted them a new furniture set worth %3,00,000. Also, he
received cash gifts from his friends amounting collectively to ¥80,000. Which of them the following
statements stand true on taxability.

(a) Neither Mr. Kishore nor Mrs. Kishore will be liable for tax for any gifts since they have been received on
occasion of marriage anniversary

(b) Mr. Kishore & Mrs. Kishore will jointly share the tax liability on all the gifts

(c) Mrs. Kishore will be liable to pay tax on diamond set and Mr. Kishore will bear tax for the cash gifts
received

(d) Mr. Kishore will be liable for tax on cash gifts only.

17. Sujata, aged 16 years, received scholarship of 350,000 during the previous year 2023-24. Which of
the following statements are true regarding taxability of such income:

(a) Such income shall be assessed in hands of Sujata

(b) Such income to be included with the income of parent whose income before such clubbing is higher

(c¢) Such income is completely exempt from tax

(d) Such income to be clubbed with father's income
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18. Mr. X received cash gift T 51,000 and gift of jewelry valued ¥ 49,000, in this case taxable amount
shall be

(a) 51,000

(b) X 49,000

(c) T 1,00,000

(d) Nil

(e) none of these

19. Mr. X received cash gift X 40,000, gift of land stamp duty value X 40,000 and gift of building stamp
duty value ¥ 40,000, in this case taxable amount shall be

(a) 40,000

(b) X 80,000

(c) ¥ 1,20,000

(d) Nil

(e) none of these

20. Mr. X purchased one house property for X 3,00,000 market value ¥ 7,00,000 stamp duty value %
3,40,000, in this case taxable amount shall be

(a) 4,00,000

(b) ¥ 40,000

(c) Nil

(d) ¥ 3,40,000

(e) none of these

Answer:
1. (b); 2. (¢); 3. (a); 4. (e); 5. (¢); 6. (¢); 7. (d); 8. (¢); 9. (a); 10. (d); 11.(c); 12.(a);13.(c); 14. (a) 15. (a) ; 16.
(d); 17. (c); 18. (a); 19. (d); 20. (¢)
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PRACTICE PROBLEMS

TOTAL PROBLEMS 5
Problem 1.
Discuss taxability in the following cases:
(i) Mr. X has received gift of X 50,000 in cash from his friend.
(i1)) Mr. X has received gift of ¥ 2,50,000 in cash from his brother.
(iii)) Mr. X has received gift of ¥ 2,50,000 in cash from his mother’s sister.
(iv) Mr. X has received gift of ¥ 2,50,000 in cash from his father’s brother.
(v)  Mr. X has received gift of ¥ 2,50,000 in cash from his cousin.
(vi) Mr. X has received gift of ¥ 2,50,000 in cash from brother of his spouse.
(vii) Mr. X has received gift of  2,50,000 in cash from his grand father.
(viii) Mr. X has received gift of ¥ 2,50,000 in cash from spouse of his brother.
(ix) Mr. X has received gift of  2,50,000 in cash from husband of his sister.
(x) Mr. X has received gift of ¥ 2,50,000 in cash from sister of his brother’s wife.
(xi) Mr. X has received gift of X 2,50,000 in cash from the sister of his spouse.
(xii) Mr. X has received gift of 6,000 in cash on his birthday from each of his eleven friends.
(xiii) Mr. X has received gift of ¥ 2,50,000 as property from his friend.
(xiv) Mr. X has received gift of *2,50,000 in cash from his friend on the occasion of his marriage.
(xv) Mr. X has received gift of ¥1,00,000 in cash and Z1,00,000 as property from his fiancée.

Problem 2.
Mr. X submits the particulars for the previous year 2023-24 as given below:
1. He has received a gift of 27,000 from one of his friend on 01.09.2023.
He has received a gift of X11,000 on 01.10.2023 from his wife Mrs. X.
He has received a gift 0f 29,000 from his step daughter on 01.01.2024.
He has received a gift of 227,000 from grand mother of Mrs. X on 07.01.2024.
He has received a gift of 70,000 in kind from his employer on 01.03.2024.
He has received gold as gift from his friend on 01.12.2023 with value 32,00,000.
He has received 227,000 as gift from his maternal aunt (mother’s sister) on 10.12.2023.
8. He has received two gifts of 330,000 each from his neighbours on 01.06.2023.
Compute his tax liability for assessment year 2024-25.
Answer = Tax Liability: Nil

Nk WD

Problem 3.

Mr. X received gift in cash %5,00,000 from son of his father’s brother and gift of ¥1,00,000 in cash from
brother of father of Mrs. X. He has agricultural income 5,00,000.

Compute his tax liability for Assessment Year 2024-25.

Answer = Tax Liability: 315,600

Problem 4.

Mr. X received jewellery valued 8,00,000 from brother of his grand father and his agricultural income is
X1,00,000.

Compute his income and tax liability for Assessment Year 2024-25.

Answer = Total Income: X8,00,000; Tax Liability: 341,600

Problem 5.

Following gifts are received by Mrs. X, who is carrying on jewellery business, during the previous year
2023-24:

(1) On the occasion of her marriage on 07.09.2023, she has received 21,20,000 as gift out of which 85,000
are from relatives and balance from friends.

(i1) On 03.10.2023, she has received cash gift of 32,50,000 from cousin of her mother.

(iii) A mobile phone worth 215,000 is gifted by her friend on 21.09.2023.

(iv) She gets a cash gift of 22,40,000 from the elder brother of her husband's grandfather on 10.12.2023.
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(v) She has received a cash gift of 26,00,000 from her friend on 27.01.2024.

(vi) She has received bullion, the fair market value of which was ¥4,75,000 on her birthday,19.01.2024.

Mrs. X purchased from her friend, who is also carrying jewellery business, jewellery at X 2,50,000 on
25.01.2024, the fair market value of which was X5,00,000 on that date.

Compute total income and tax liability of Mrs. X for A.Y.2024-25.

Answer = Total Income: X15,65,000; Tax Liability: X1,76,280
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SOLUTIONS

PRACTICE PROBLEMS

Solution 1:

(1) Mr. X has received gift of ¥50,000 in cash from his friend, in this case it will not be considered to be his
income.

(i1) Mr. X has received gift of 32,50,000 in cash from his brother, in this case it will not be considered to be
his income.

(iii)) Mr. X has received gift of X 2,50,000 in cash from his mother’s sister, in this case it will not be
considered to be his income.

(iv) Mr. X has received gift of 22,50,000 in cash from his father’s brother, in this case it will not be
considered to be his income.

(v) Mr. X has received gift of ¥2,50,000 in cash from his cousin, in this case it will be chargeable to tax.

(vi) Mr. X has received gift of 32,50,000 in cash from brother of his spouse, in this case it will not be
considered to be his income.

(vii) Mr. X has received gift of 32,50,000 in cash from his grand father, in this case it will not be considered
to be his income.

(viii) Mr. X has received gift of 32,50,000 in cash from spouse of his brother, in this case it will not be
considered to be his income.

(ix) Mr. X has received gift of 22,50,000 in cash from husband of his sister, in this case it will not be
considered to be his income.

(x) Mr. X has received gift of ¥2,50,000 in cash from sister of his brother’s wife, in this case it will be
considered to be his income.

(xi) Mr. X has received gift of 22,50,000 in cash from the sister of his spouse, in this case it will not be
considered to be his income.

(xii) Mr. X has received gift of 6,000 in cash on his birthday from each of his eleven friends, in this case it
will be considered to be his income because the total amount is exceeding X50,000.

(xiii) Mr. X has received gift of 32,50,000 in kind from his friend, in this case it will be considered to be his
income.

(xiv) Mr. X has received gift of 32,50,000 in cash from his friend on the occasion of his marriage, in this
case it will not be considered to be his income.

(xv) Mr. X has received gift of ¥1,00,000 in cash and X1,00,000 as property from his fiancee, in this case
gift in cash will be considered to be his income and the gift in kind shall also be considered to be his income.

Solution 2: £
Computation of income under the head Salary

Gift in kind from his employer (70,000 — 5,000) 65,000.00
Less: Standard deduction u/s 16(ia) (50,000.00)
Income under the head Salary 15,000.00
Computation of income under the head Other Sources

Gift received from friend 27,000.00
Gifts received from neighbours 60,000.00
Gift received from friend in kind 2,00,000.00
Income under the head Other Sources 2,87,000.00
Gross Total Income 3,02,000.00
Less: Deduction under chapter VI-A Nil

Total Income 3,02,000.00
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Computation of Tax Liability
Tax on %3,02,000 at slab rate

Less: Rebate u/s 87A

Tax before health & education cess
Add: HEC @ 4%

Tax Liability

Solution 3:

Computation of income under the head Other Sources
Gift received from son of his father’s brother

Gift received from bother of father’s of Mrs. X
Income under the head Other Sources

Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Agricultural Income

Computation of Tax Liability

Step 1. Tax on (6,00,000 + 5,00,000) at slab rates
Step 2. Tax on (%3,00,000 + 5,00,000) at slab rates
Step 3. Deduct Tax at Step 2 from Tax at Step 1
Tax before health & education cess

Less: Rebate u/s 87A

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

Solution 4:

Computation of income under the head Other Sources
Gift in kind from brother of his grand father
Income under the head Other Sources

Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Agricultural Income

Computation of Tax Liability

Step 1. Tax on (8,00,000 + 1,00,000) at slab rates
Step 2. Tax on (%3,00,000 + 1,00,000) at slab rates
Step 3. Deduct Tax at Step 2 from Tax at Step 1
Tax before health & education cess

Add: HEC @ 4%

Tax Liability

Solution 5:
Computation of Total Income of Mrs. X for the A.Y. 2024-25
Gift received on the occasion of marriage are exempt

Cash gift received from cousin of Mrs. X’s mother is taxable under section 56(2)(x)

(Cousin of Mrs. X’s mother is not a relative)

Mobile phone gifted by her friend is not taxable since it is not included in the definition

of “property” under section 56(2)(x)

Cash gift received from elder brother of husband’s grandfather is taxable

(Brother of husband’s grandfather is not a relative)
Cash gift from friend is taxable

Since bullion is included in the definition of property, therefore, when bullion is
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100.00
(100.00)
Nil
Nil
Nil

4

5,00,000
1,00,000
6,00,000
6,00,000

Nil
6,00,000
5,00,000

75,000
(35,000)
40,000
40,000
(25,000)
15,000
600
15,600

L4

8,00,000
8,00,000
8,00,000

Nil
8,00,000
1,00,000

45,000
(5,000)

40,000

40,000

1,600

41,600
4

2,50,000

2,40,000

6,00,000



Taxability of Gift

received without consideration, the same is taxable, since the aggregate fair
market value exceeds 350,000

Difference of *2.5 lakh in the value of jewellery purchased from her friend, is not
taxable as it represents the stock-in-trade of Mrs. X. Since Mrs. X is carrying
jewellery business and it has been mentioned that the jewellery were subsequently
sold in the course of her business, such jewellery represent the stock-in-trade

of Mrs. X.

Income under the head Other Sources

Gross Total Income

Less: Deduction under chapter VI-A

Total Income

Computation of Tax Liability

Tax on X 15,65,000 at slab rate

Add: HEC @ 4%

Tax Liability
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4,75,000

Nil
15,65,000
15,65,000

Nil
15,65,000

1,69,500

6,780
1,76,280
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ADVANCE PAYMENT OF TAX

PAY AS YOU EARN SCHEME
SECTION 207 TO 219

SECTIONS PARTICULARS

207 Liability for payment of advance tax

208 Conditions of liability to pay advance tax

211 Instalments of advance tax and due dates

234A Computation of interest in case of payment of tax after last date of filing of ROI

234B Computation of interest in case of payment of tax after end of previous year

234C Computation of interest in case of default in payment of advance tax

Rule 119A [ Rounded off of the amount on which interest is to be computed

Question 1: Write a note on advance payment of income tax.

Answer: As per section 207, every person shall pay tax in advance as per the provisions of advance tax i.e.
in general every person should estimate his income and pay tax however exact amount of income tax shall
be calculated at the end of the year.

A senior citizen who do not have income under the head business/profession shall be exempt from payment
of advance tax. In this case, interest u/s 234B & 234C shall not be payable but Interest u/s 234A shall
be payable.

As per section 208, advance tax shall be payable during a financial year in every case where the amount of
such tax payable by the assessee during that year, is ten thousand rupees or more.

An assessee has to estimate his current income and pay advance tax thereon. He need not submit any
estimate or statement of income to the Assessing Officer.

As per section 211, all assessee have to pay advance tax in the manner given below:

Due date of installment Amount payable
Upto 15" June of P.Y. 15% of tax payable
Upto 15" September of P.Y. 45% of tax payable
Upto 15" December of P.Y. 75% of tax payable
Upto 15" March of P.Y. 100% of tax payable
Example

For the previous year 2023-24, ABC Ltd. has estimated its tax payable to be ¥2,00,000, in this case advance
tax shall be paid by the company as given below:

Upto 15.06.2023 30,000
Upto 15.09.2023 90,000
Upto 15.12.2023 1,50,000
Upto 15.03.2024 2,00,000

If the last day for payment of any installment of advance tax is a day on which the receiving bank is closed,
the assessee can make the payment on the next immediately following working day.
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Question 2: Write a note on payment of interest for late payment of income tax

Answer: As per section 234C, if any person has defaulted in payment of advance tax, interest shall be
charged @ 1% per month for a period of 3 months on the amount of default in each installment, but for the
last installment, interest shall be charged only for one month.

Income tax paid upto 315 March of previous year is also called advance tax.

As per section 234B, if advance tax paid is less than 90% of actual tax liability, assessee shall be required to
pay interest @ 1% per month or part of a month from 1% April of assessment year upto the date of payment.
If advance tax paid is 90% or more of actual tax liability, no interest is payable.

As per section 234A, if any person has paid income tax after expiry of the last date of filing of return of
income, interest shall be payable @ 1% p.m. or part of the month for the period subsequent to the last date
of filing of return of income.

Hlustration 1: ABC Ltd. has estimated its tax liability for assessment year 2024-25 34,40,000 and has paid
advance tax accordingly but actual tax liability was found to be ¥10,00,000.

The company has paid balance amount on 02.12.2024 and filed return of income on the same date.

Compute interest payable under section 234A, 234B, and 234C.

Solution:

Estimated Tax = 4,40,000 Actual Tax = 10,00,000

Interest under section 234C shall be computed in the manner given below:

Tax Payable Tax Paid Default
15.06.2023 1,50,000 66,000 84,000
Interest u/s 234C = 84000x 1% x3= 2,520
15.09.2023 4,50,000 1,98,000 2,52,000
Interest u/s 234C = 2,52,000 x 1% x 3 =17,560
15.12.2023 7,50,000 3,30,000 4,20,000
Interest u/s 234C = 4,20,000 x 1% x 3 =12,600
15.03.2024 10,00,000 4,40,000 5,60,000
Interest u/s 234C = 5,60,000x 1% x 1= 5,600
Total interest payable u/s 234C 28,280
Interest under section 234B shall be computed from 01.04.2024 to 02.12.2024 and is as given below:
10,00,000 — 4,40,000 = 5,60,000 x 1% x 9 = 50,400
Interest under section 234A shall be computed from 01.11.2024 to 02.12.2024 and is as given below:
5,60,000 x 1% x 2 = 11,200
Total interest payable (28,280 + 50,400 + 11,200) 89,880

Hlustration 2: ABC Ltd. has tax liability of ¥7,00,000 for the previous year 2023-24 and the company has
not paid any advance tax and entire tax amount was paid by the company on 31.12.2024. In this case,

interest shall be calculated in the manner given below:
1. Interest u/s 234C

£4
15.06.2023 1,05,000x 1% x3 = 3,150
15.09.2023 3,15,000x 1% x3 = 9,450
15.12.2023 5,25,000x 1% x3 = 15,750
15.03.2024 7,00,000x 1% x1 = 7,000
Total interest payable 35,350

2. Interest u/s 234B (01-04-2024 to 31-12-2024)
7,00,000x 1% x9 = 63,000
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3. Interest u/s 234A (01-11-2024 to 31-12-2024)
7,00,000x 1% x2 = 14,000
Total Interest Payable 1,12,350

Question 3: Explain Special Provision for all assessee.

Answer: Special Provision for all assessee

If the advance tax paid by the assessee upto 15™ June is 12% of the tax payable and upto 15" September,
is 36% of the tax payable, in such cases no interest shall be charged for default in such instalment.

Ilustration 3: ABC Ltd. has estimated its tax payable to be ¥5,00,000 for previous year 2023-24 and has
paid advance tax accordingly but actual tax liability of the company was found to be %5,50,000 and
difference of tax amount was paid on 10.12.2024. Compute interest under section 234A, 234B and 234C.
Solution:

Interest under section 234C shall be computed in the manner given below:

Tax Payable Tax Paid Default
15.06.2023 82,500 75,000 7,500
Interest u/s 234C = Nil (because advance tax paid is at least 12%)
15.09.2023 2,47,500 2,25,000 22,500
Interest u/s 234C = Nil (because advance tax paid is at least 36%)
15.12.2023 4,12,500 3,75,000 37,500
Interest u/s 234C =37,500x 1% x 3 =1,125
15.03.2024 5,50,000 5,00,000 50,000
Interest u/s 234C =50,000x 1% x 1= 500
Total interest payable u/s 234C 1,625

Interest under section 234B

Advance tax paid is more than 90% of actual tax liability, no interest is payable

Interest under section 234A shall be computed from 01.11.2024 to 10.12.2024 and is as given below:
50,000x 1% x 2= 1,000
Total interest payable (1,625 + 1,000) 2,625

Question 4: Explain Payment of advance tax in case of capital gains/casual income/_newly setup
business/ profession/dividend income.

Answer:_Payment of advance tax in case of capital gains/casual income/newly setup business/
profession/ dividend income Section 234C

In case of capital gains, casual income and dividend income, no advance tax is payable on estimated basis
but if there is actual accrual of casual income or capital gains or dividend income, advance tax is to be paid
in the subsequent installments and if such accrual is after 15" March, advance tax is to be paid upto 31%
March of previous year otherwise interest shall be charged under section 234C.

Illustration 4: Mr. X has paid advance tax as given below:

Upto 15.06.2023 % 15,000
Upto 15.09.2023 X 45,000
Upto 15.12.2023 %X 95,000
Upto 15.03.2024 X1,70,000

He had long term capital gains of 3,00,000 on 01.01.2024 and his income under the head
business/Profession is 320,00,000

He has filed return of income on 10.12.2024 and has paid difference of the tax on 10.12.2024.

Last date for filing of return is 31.07.2024.

Compute interest payable under section 234A, 234B and 234C.

Solution:

Computation of Tax Liability 4
Normal Income 20,00,000
Long term capital gains 3,00,000

Total Income 23,00,000
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Tax on %20,00,000 at slab rate 3,00,000
Tax on %3,00,000 @ 20% 60,000
Tax before health & education cess 3,60,000
Add: HEC @ 4% 14,400
Tax Liability 3,74,400
(Tax liability excluding capital gains i.e. ¥23,00,000 - %3,00,000 =%20,00,000 at slab rate + HEC @ 4%
3,12,000)

Interest u/s 234C

Since capital gains arises on 1% January 2024, installments for 15" June, 15" September and 15" December
shall be checked without including tax on capital gain and shall be as given below:

Amount payable Amount actually paid Shortfall
4 4 4
Upto 15.06.2023 (3,12,000 x 15%) 46,800.00 15,000 31,800.00

Interest u/s 234C = 31,800x 1% x3 = 954

Upto 15.09.2023 (3,12,000 x 45%) 1,40,400.00 45,000 95,400.00
Interest u/s 234C = 95,400 x 1% x 3 =2,862

Upto 15.12.2023 (3,12,000 x 75%)  2,34,000.00 95,000 1,39,000.00
Interest u/s 234C = 1,39,000 x 1% x 3 =4,170

Installment for 15™ March shall be including tax on capital gains and is as given below:

Upto 15.03.2024 (3,74,400 x 100%)  3,74,400 1,70,000 2,04,400.00
Interest u/s 234C = 2,04,400x 1% x 1 =2,044

Total Interest u/s 234C 10,030
Interest u/s 234B (01-04-2024 to 10-12-2024)

2,04,400 x 1% x9 218,396
Interest u/s 234A (01-08-2024 to 10-12-2024)

2,04,400x 1% x 5 210,220

Similar provision shall be applicable in case of a newly setup Business/Profession
If any Assessee has started Business/Profession in the current year, assessee shall be exempt from payment

of advance tax prior to commencement of Business/Profession i.e. advance tax has to be paid in installments
subsequent to commencement of Business/Profession.

If Business/Profession has been started after 15th March, advance tax should be paid upto 31st March
otherwise Interest shall be charged under section 234C for one month @ 1%.

Example: Mr. X started his business on 01.10.2023 and had income %10,00,000 upto 31.03.2024, In this

case, he will be required to pay advance tax in the manner given below: 4
Income under the head Business/ Profession 10,00,000
Gross Total Income/Total Income 10,00,000
Computation of Tax Liability

Tax on 10,00,000 at slab rate 60,000
Add: HEC @ 4% 2,400
Tax Liability 62,400
Advance Tax Payment

15.06.2023 Nil
15.09.2023 Nil
15.12.2023 (62,400 x 75%) 46,800.00
15.03.2024 (62,400 x 100%) 62,400.00

Illustration 5: ABC Ltd. started his business on 01.10.2023 and had earning from business from 01.10.2023
to 31.03.2024 %20,00,000, in this case company need not pay advance tax upto 15.09.2023 but advance tax
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is to be paid in subsequent installments. Company should pay advance tax on 15.12.2023 equal to
(20,00,000 x 30% + HEC) x 75% = 4,68,000 and company should pay total advance tax on 15.03.2024 equal
to (20,00,000 x 30% + HEC) x 100% = 6,24,000.

Hlustration 6: A partnership firm made the following payments of advance tax during the financial year

2024-25: £4
Upto June 15, 2023 4,15,000
Upto September 15, 2023 8,25,000
Upto December 15, 2023 16,64,000
Upto March 15, 2024 26,23,000

Return of income filed by the firm is ¥88,00,000 under the head “profits and gains of business or profession”
and %9,50,000 by way of long term capital gains on sale of a property effected on December 1, 2023. What
is the interest payable by the assessee under section 234B and section 234C for assessment year 2024-25?
Assume that the return of income was filed on 31.10.2024 i.e. the due date and tax was fully paid on self
assessment.

Solution: Computation of Tax Liability

4
Business income 88,00,000
Long term capital gains 9,50,000
Total Income 97,50,000
Tax on %88,00,000 @ 30% 26,40,000
Tax on 39,50,000 @ 20% 1,90,000
Add: HEC @ 4% 1,13,200
Tax Liability 29,43,200

(Tax liability excluding capital gains 297,50,000 - %9,50,000 = X88,00,000 x 30% + HEC@ 4%
27,45,600)

Interest u/s 234C
Since capital gains arises on 1% December 2023, installment for 15" June and 15" September shall be
checked without including tax on capital gain and shall be as given below:

Amount payable Amount actually paid Shortfall
g 3 g
Upto 15.06 2023 (27,45,600 x 15%) 4,11,840 4,15,000 NIL
Interest u/s 234C = Nil
Upto 15.09 2023 (27,45,600 x 45%) 12,35,520 8,25,000 4,10,520

Rounded off under rule 119A =4,10,500
Interest u/s 234C =4,10,500 x 1% x 3 month = 12,315

Installments for 15" December and 15" March shall be including tax on capital gains and is as given below:
Upto 15.12.2023 (29,43,200 x 75%) 22,07,400 16,64,000 5,43,400
Interest u/s 234C = 5,43,400 x 1% x 3 month = 16,302

Upto 15.03.2024 (29,43,200 x 100%) 29,43,200 26,23,000 3,20,200
Interest u/s 234C = 3,20,200 x 1% x 1 month = 3,202

Total Interest u/s 234C 31,819

Interest u/s 234B (01-04-2024 to 31-10-2024)
3,20,200x 1% x 7 22,414
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Rounding off for the purpose of calculating Interest Rule 119A
As per rule 119A, the principal amount shall be rounded off in the multiples of <100 and for this purpose
any fraction of X100 shall be ignored. E.g. 1,60,275 shall be rounded off as 1,60,200.

Ilustration 7: ABC Ltd. has paid advance tax for the previous year 2023-24 as given below:

1. Upto 15.06.2023 X 50,000
2. Upto 15.09.2023 %1,50,000
3. Upto 15.12.2023 %3,00,000
4. Upto 15.03.2024 %6,00,000

Actual tax liability was found to be ¥7,00,000 and balance tax was paid on 10.12.2024. Compute interest
payable under section 234A, 234B, 234C.

Solution:
Interest under section 234C shall be computed in the manner given below:

Tax Payable Tax Paid Shortfall
15.06.2023 1,05,000 50,000 55,000
Interest u/s 234C =55,000x 1% x3 = 1,650
15.09.2023 3,15,000 1,50,000 1,65,000
Interest u/s 234C =1,65,000x 1% x 3 = 4,950
15.12.2023 5,25,000 3,00,000 2,25,000
Interest u/s 234C =2,25,000x 1% x 3 = 6,750
15.03.2024 7,00,000 6,00,000 1,00,000
Interest u/s 234C =1,00,000x 1% x 1 = 1,000
Total interest payable u/s 234C 14,350
Interest under section 234B shall be computed from 01.04.2024 to 10.12.2024 and is as given below:
7,00,000 — 6,00,000 = 1,00,000 x 1% x 9 = 9,000
Interest under section 234A shall be computed from 01.11.2024 to 10.12.2024 and is as given below:
1,00,000 x 1% x 2 = 2,000
Total interest payable (14,350 + 9,000 + 2,000) 25,350
(b) Presume actual tax liability is %6,50,000.
Solution:

Interest under section 234C shall be computed in the manner given below:
Tax Payable Tax Paid Shortfall

15.06.2023 97,500 50,000 47,500
Interest u/s 234C =47,500x 1% x3 = 1,425
15.09.2023 2,92,500 1,50,000 1,42,500
Interest u/s 234C =1,42,500x 1% x 3= 4,275
15.12.2023 4,87,500 3,00,000 1,87,500
Interest u/s 234C =1,87,500x 1% x 3= 5,625
15.03.2024 6,50,000 6,00,000 50,000
Interest u/s 234C = 50,000x 1% x 1= 500
Total interest payable u/s 234C 11,825

Interest under section 234B

Advance tax paid is more than 90% of actual tax liability, no interest is payable

Interest under section 234A shall be computed from 01.11.2024 to 10.12.2024 and is as given below:
50,000x 1% x2 = 1,000
Total interest payable (11,825 + 1,000) 12,825

Due date for filing the return of income Section 139(1)

Return is to be filed in general upto 315 July of the assessment year, however, in the following cases, the last
date shall be 315 October of the assessment year.
1. Every company assessee
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Example

For the previous year 2023-24, ABC Ltd. has to file its return of income upto 31.10.2024.

2. Any other person who is required to get his accounts audited either under Income Tax Act or under any
other Act.

Example

Mr. X has his own business and his turnover for previous year 2023-24 is 3102 lakhs. In this case, the last
date of filing the return of income shall be 31.10.2024, but if turnover is 397 lakhs, the last date shall be
31.07.2024.

Similarly if a partnership firm XY has turnover of its business X 65 lakhs for previous year 2023-24, in this
case, the last date of filing of return of income shall be 31.07.2024.

Audit u/s 44AB

1. As per Section 44AB, Audit is compulsory for every person carrying on business and sales turnover or
gross receipts exceeds X 1 crore during the previous year and every person carrying on profession and gross
receipts is exceeding I50 lakh during the previous year.

2. Every person carrying on business, if his total sales turnover or gross receipts, in business exceeds ¥10
Crore during the previous year provided that in the case of a person whose—

(a) aggregate of all amounts received including amount received for sales, turnover or gross receipts during
the previous year, in cash, does not exceed five per cent. of the said amount. and

(b) aggregate of all payments made including amount incurred for expenditure, in cash, during the previous
year does not exceed five per cent. of the said payment

If tax liability is less than X 10,000 then interest u/s 234B & 234C shall not be payable but Interest u/s 234A
shall be payable.

Eg. Mr. X has Income under LTCG 112A is ¥ 4,50,000 and he paid income tax on 10/12/2024. Compute
Interest u/s 234A,234B & 234C. In this case, His Tax Liability shall be :

4
Income under the head Capital Gains 4,50,000
Gross Total Income/Total Income 4,50,000
Computation of Tax Liability
Tax on 50,000 (4,50,000-1,00,000-3,00,000) @ 10% u/s 112A 5,000
Add: HEC @ 4% 200
Tax Liability 5,200

Since Tax Liability is less than ¥ 10,000 hence Interest u/s 234B & 234C is not payable.
Interest u/s 234A = 5,200 x 1% x 5 = 3260

Question 5: Explain Powers of Assessing officer to direct the Assessee to pay Advance Tax.

Answer: Powers of Assessing Officer to direct the Assessee to pay Advance Tax Section 209, 210

If any person has not paid advance tax and Assessing Officer is of the opinion that such person has to pay
advance tax, in such cases Assessing Officer may issue him a notice in Form No.28 directing such person to
pay advance tax but notice can be given only if such person has already been assessed through regular
assessment in any of the earlier years. Regular assessment shall include scrutiny assessment under section
143(3) or Best judgement assessment under section 144. If Assessing Officer has issue notice, estimated
income for such year shall be the income of the latest previous year in respect of which the assessee has
been assessed by way of regular assessment but if assessee has filed any return subsequently and income
reported in such return is higher than the income selected above, in that case income reported by the
assessee shall be considered to be estimated income of current year.

If the assessee do not pay the advance tax even after receiving such notice, he will be considered to be
assessee in-default as per section 218 and penalty can be imposed equal to the amount not paid as per
section 221.
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If the assessee finds that his tax liability shall be less than the amount computed by the Assessing Officer,
assessee may give a reply in Form No.28A and can pay tax as per his own estimate.

Example
For the previous year 2023-24, ABC Ltd. has not paid any advance tax till 10.10.2023 and in the earlier
years the company was assessed in the manner given below:

2020-21 143(3) (Scrutiny Assessment) 7,00,000
2021-22 144 (Best Judgement Assessment) 10,00,000
2022-23 ROI 8,00,000

In this case Assessing officer shall have the powers to give notice to the assessee and its estimated income
shall be considered to be ¥10,00,000. If any assessee has received a notice in form no. 28 but he finds that
his tax liability shall be less than the amount computed by the Assessing Officer, in that case he can give a
reply in form no. 28 A and can pay tax as per his own estimate.
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MULTIPLE CHOICE QUESTIONS

1. Which of the following statement is not correct.

(a) advance tax is payable only if tax payable during a particular year is ¥10,000 or more
(b) a senior citizen is always exempt from payment of advance tax

(c) upto 15™ Dec of previous year, advance tax payable is atleast 75%

(d) in case of default in payment of advance tax interest shall be charged @ 1% p.m.

2. Which of the following statement is not correct.

(a) if atleast 12% of actual tax has been paid upto 15" June, interest u/s 234C is not payable
(b) if atleast 24% of actual tax has been paid upto 15" Sept, interest u/s 234C is not payable
(c) if atleast 75% of actual tax has been paid upto 15" Dec, interest u/s 234C is not payable
(d) last date for Filing of ROI in case of a company is 31% Oct of the assessment year

3. Which of the following statement is not correct.

(a) advance tax payable upto 15" June of the previous year is atleast 15%

(b) advance tax payable upto 15™ Sept of the previous year is atleast 45%

(c) advance tax payable upto 15" Dec of the previous year is atleast 70%

(d) advance tax payable upto 15" March of the previous year is atleast 100%

4. In case of default in payment of advance tax, interest shall be charged

(a) 2% p.m. u/s 234C

(b) 1% p.m. u/s 234B

(c) 1.5% p.m. u/s 234A

(d) 1% p.m. u/s 234C

5. In case of default in payment of Self assessment tax, interest shall be charged

(a) 2% p.m. u/s 234C , (b) 1% p.m. u/s 234B ,(c) 1.5% p.m. u/s 234A , (d) 1% p.m. u/s 234C
6. In case of default in payment of self assessment tax after last date of filing of ROI, interest shall be
charged

(a) 2% p.m. u/s 234C

(b) 1% p.m. u/s 234B

(c) 1% p.m. u/s 234A + 1% p.m. u/s 234B

(d) 1% p.m. u/s 234C

7. Advance tax is payable by a senior citizen only when

(a) he has income u/h capital gains

(b) he has income u/h house property

(c) he has income u/h business/profession

(d) he has income u/h casual income

8. Which of the statement is correct

(a) a company has to pay advance tax irrespective of tax payable

(b) a partnership firm has to pay advance tax if tax payable is X1,00,000 or more

(c) all the assessees are required to pay advance tax if tax payable is X10,000 or above

(d) an individual is exempt from payment of advance tax

9. Audit is required

(a) if turnover of business exceeding X100 lakhs

(b) if turnover of profession exceeding 50 lakhs

(c) (a) or (b)

(d) if income of business is exceeding X10 lakhs

10. Assessing Officer can issue a notice for payment of advance tax

(a) to any assessee

(b) any assessee who has been assessed trough regular assessment

(c) any assessee who paid tax of 10 lakh or more in the earlier years

(d) any assessee who has not paid advance tax for last three year

Answer
1. (b); 2. (b); 3. (¢); 4. (d); 5. (b); 6. (¢); 7. (¢); 8. (¢); 9. (c); 10. (b)
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PRACTICE PROBLEMS

TOTAL PROBLEMS 3
Problem 1.
Mr. X has incomes as given below:
1. Income under the head house property X15,00,000
2. Gift of a painting from a friend with market value 32,00,000
3. Gift of shares and securities from Mrs. X valued %3,00,000
4. Agricultural income %3,00,000
He has paid advance tax as given below:

Upto 15" June 2023 215,000
Upto 15" Sept 2023 230,000
Upto 15" Dec 2023 350,000
Upto 15% March 2024 260,000

Balance amount of tax was paid and return of income was filed on 10" Sept 2024.

Compute his tax liability for the Assessment Year 2024-25 and also interest under section 234A, 234B and
234C.

Answer = Tax Liability: 32,96,400; Interest under section 234A: %4,728; Interest under section 234B:
%14,184; Interest under section 234C: 211,514

Problem 2.

ABC Ltd. (an Indian Company) has income as given below:
1. Income from Business 320,00,000

2. Income under the head House Property 37,00,000

The company has paid advance tax as given below:

Upto 15" June 2023 T 20,000
Upto 15™ Sept 2023 230,000
Upto 15" Dec 2023 T 80,000
Upto 15% March 2024 21,00,000

Balance amount of tax was paid and return of income was filed on 10" Dec 2024,

Due date for filing of ROI in case of ABC Ltd. is 31.10.2024.

Compute tax liability for the Assessment Year 2024-25 and also interest under section 234A, 234B and
234C.

Answer = Tax Liability: ¥8,42,400; Interest under section 234A: X14,848; Interest under section 234B:
266,816; Interest under section 234C: 337,637

Problem 3.

Mrs. X has income under the head house property X18,00,000 and she has received gift of *33,00,000 in cash
from her husband’s sister and X1,00,000 from her sister’s husband and %1,20,000 from sister of her mother
in law. She has agricultural income of %4,00,000. She has paid advance tax as given below:

Upto 15" June 2023 T 15,000
Upto 15" Sept 2023 T 45,000
Upto 15" Dec 2023 T 75,000
Upto 15™ March 2024 21,00,000

Balance amount of tax was paid on 10 Dec 2024 and return of income filed on the same date and due date
for filing return of income is 31.07.2024.

Compute her tax liability for the Assessment Year 2024-25 and also interest under section 234A, 234B and
234C.

Answer = Tax Liability: X3,85,840; Interest under section 234A: X14,290; Interest under section 234B:
%25,722; Interest under section 234C: 214,429
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SOLUTIONS

PRACTICE PROBLEMS

Solution 1: g
Computation of Total Income
Income under the head House Property 15,00,000
Income under the head Other Sources
Gift in kind received from a friend 2,00,000
Gross Total Income 17,00,000
Less: Deduction under Chapter VI-A Nil
Total Income 17,00,000
Agricultural Income 3,00,000
Computation of Tax Liability
Step 1. Tax on (17,00,000 + 3,00,000) at slab rates 3,00,000
Step 2. Tax on (33,00,000 + 3,00,000) at slab rates (15,000)
Step 3. Deduct Tax at Step 2 from Tax at Step 1 2,85,000
Add: HEC @ 4% 11,400
Tax Liability 2,96,400
Interest u/s 234C

Amount payable Amount actually paid Shortfall

4 4 4

Upto 15.06 2023 (2,96,400 x 15%) 44,460 15,000 29,460
Rounded off under rule 119A = 29,400
Interest u/s 234C = 29,400 x 1% x 3 month = 882
Upto 15.09 2023 (2,96,400 x 45%) 1,33,380 30,000 1,03,380
Rounded off under rule 119A =1,03,300
Interest u/s 234C =1,03,300 x 1% x 3 month = 3,099
Upto 15.12.2023 (2,96,400 x 75%)  2,22,300 50,000 1,72,300
Interest /s 234C =1,72,300 x 1% x 3 month = 5,169
Upto 15.03.2024 (2,96,400 x 100%) 2,96,400 60,000 2,36,400
Interest u/s 234C = 2,36,400 x 1% x 1 month = 2,364
Interest liability under section 234C 211,514
Interest under section 234B (01-04-2024 to 10-09-2024)
2,36,400x 1% x 6 314,184
Interest under section 234A (01-08-2024 to 10-09-2024)
2,36,400x 1% x 2 3 4,728
Solution 2: 4
Total Income 27,00,000
Computation of Tax Liability
Tax on %27,00,000 @ 30% 8,10,000
Add: HEC @ 4% 32,400
Tax Liability 8,42,400
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Interest u/s 234C

Amount payable

4
Upto 15.06 2023 (8,42,400 x 15%) 1,26,360
Rounded off under rule 119A = 1,06,300
Interest u/s 234C = 1,06,300 x 1% x 3 month =

Upto 15.09 2023 (8,42,400 x 45%) 3,79,080
Rounded off under rule 119A = 3,49,000

Interest u/s 234C = 3,49,000 x 1% x 3 month = 10,470

Upto 15.12.2023 (8,42,400 x 75%)  6,31,800

Interest u/s 234C = 5,51,800 x 1% x 3 month = 16,554

Upto 15.03.2024 (8,42,400 x 100%) 8,42,400

Interest u/s 234C = 7,42,400 x 1% x 1 month = 7,424

Interest liability under section 234C

Interest under section 234B (01-04-2024 to 10-12-2024)

7,42,400x 1% x 9

Interest under section 234A (01-11-2024 to 10-12-2024)

742,400 x 1% x 2

Solution 3:

Computation of Total Income

Income under the head House Property

Income under the head Other Sources

Gift received from sister of her mother in law
Gross Total Income

Less: Deduction under Chapter VI-A

Total Income

Agricultural Income

Computation of Tax Liability

Step 1. Tax on (19,20,000 + 4,00,000) at slab rates
Step 2. Tax on (%3,00,000 + 4,00,000) at slab rates
Step 3. Deduct Tax at Step 2 from Tax at Step 1
Add: HEC @ 4%

Tax Liability

Interest u/s 234C

Amount payable

4
Upto 15.06 2023 (3,85,840 x 15%) 57,876
Rounded off under rule 119A = 42,800

Interest u/s 234C = 42,800 x 1% x 3 month = 1,284

Upto 15.09 2023 (3,85,840 x 45%) 1,73,628
Rounded off under rule 119A =1,28,600

Interest u/s 234C = 1,28,600 x 1% x 3 month = 3,858

Amount actually paid
4
20,000

30,000

80,000

1,00,000

Amount actually paid
4
15,000

45,000

84

Shortfall
4
1,06,360

3,49,080

5,51,800

7,42,400

337,637

366,816

314,848
4
18,00,000

1,20,000
19,20,000
Nil
19,20,000
4,00,000

3,96,000
(25,000)
3,71,000

14,840
3,85,840

Shortfall
(4
42,876

1,28,628
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Upto 15.12.2023 (3,85,840 x 75%) 2,89,380 75,000
Rounded off under rule 119A = 2,14,300
Interest u/s 234C =2,14,300 x 1% x 3 month = 6,429

Upto 15.03.2024 (3,85,840 x 100%) 3,85,840 1,00,000
Rounded off under rule 119A = 2,85,800
Interest u/s 234C = 2,85,800 x 1% x 1 month = 2,858

Interest liability under section 234C

Interest under section 234B (01-04-2024 to 10-12-2024)
2,85,800x 1% x 9
Interest under section 234A (01-08-2024 to 10-12-2024)
2,85,800x 1% x 5

85

2,14,380

2,85,840

314,429

325,722

314,290
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EXAMINATION QUESTIONS

NOV -2022

Question 4(b) (Marks 4)
Ms. Priya, aged 61 years, has total income of ¥12,00,000, including income from profession, for AY 2024-
2025, and has paid advance tax of 310,000 on 13.12.2023. She has filed her return of income on 15.06.2024.
Calculate the self-assessment tax payable and the interest thereon u/s 234A, 234B and 234C, if any by Ms.

Priya.
Solution:
Tax on X 12,00,000 at slab rate 90,000
Add: Health and education cess @ 4% 3,600
Total tax 93,600
Self Assessment Tax 93,600 — 10,000 83,600
Computation of Interest u/s 234C
15.06.2023 14,000 [15% of X 93,600] x 1% x 3 420
15.09.2023 42,100 [45% 0% 93,600] x 1% x 3 1,263
15.12.2023 60,200 [(75% of X 93,600) —X10,000] x 1% x 3 1,806
15.03.2024 83,600 x 1% x 1 836
Total interest under section 234C 4,325

Computation of Interest u/s 234B (01.04.2024 to 15.06.2024)

83,600 x 1% x 3 2,508
Computation of Interest u/s 234A Nil
Total Interest (4,325 +2,508) 6,833

Rounded off u/s 288B 6,830
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CHALLAN Tax Applicable (Tick One)*
NO./ (0020) INCOME-TAX ON COMPANIES | | Assessment Year
ITNS280 | (CORPORATION TAX) | [T ] [
(0021) INCOME TAX (OTHER THAN []
COMPANIES)

Permanent Account
Number
Full Name

Complete Address with City & State

Tel. No. Pin

Type Of Payment (Tick One)

Advance Tax (100)
Self Assessment Tax (300) Tax on Distributed Profits of Domestic Companies (106)
Tax on Regular Assessment (400) Tax on Distributed Income to Unit Holders (107)

DETAILS OF PAYMENTS Amount (in Rs. Only FOR USE IN RECEIVING BANK
Income Tax Debit to A/c / Cheque credited on

Surcharge | | |' | | | - |

Health & education cess DD M M Y
Interest

Penalty

Others SPACE FOR BANK SEAL

Total

Total (in words)
CRORES LACS THOUSANDS HUNDREDS TENS UNITS

Paid in Cash/Debit to A/c /Cheque No. Dated
Drawn on

(Name of the Bank and Branch)
Date: | | Rs.

Signature of person making payment

Taxpayers Counterfoil (To be filled up by tax payer) SPACE FOR BANK SEAL
PAN I

Received from

(Name)
Cash/ Debit to A/c /Cheque No. | | For Rs. |
Rs. (in words)

Drawn on

(Name of the Bank and Branch)

on account of Companies/Other than Companies/Tax
(Strike out whichever is not
Income Tax on applicable)
(To be filled up by person making the
Type of Payment payment)

for the Assessment Year | | | | |- | | | Rs.
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RESIDENTIAL STATUS

SCOPE OF TOTAL INCOME
SECTION 5TO 9

PARTICULARS SECTIONS
Scope of total income/incidence of tax 5
Residential status of an individual 6(1), 6(6)(a), 6(6)(c)
Deemed Resident 6(1A), 6(6)(d)
Residential status of an Hindu Undivided Family 6(2), 6(6)(b)
Residential status of Firm/ Association of person/Body of individual 6(2)
Residential status of a company 6(3)
Residential status of any other person 6(4)
Incomes deemed to be received 7
Income deemed to accrue or arise in India 9

Question 1: How to determine Residential status of individuals Section 6(1)/6(6)(a)
Answer: Under section 6(1), an individual is said to be resident in India in any previous year, if he satisfies
any one of the following conditions:
(i) He stays in India for 182 days or more during the relevant previous year
(i) He stays in India for 60 days or more and also for 365 days or more during 4 years preceding the
relevant previous year.
If the individual satisfies any one of the conditions mentioned above, he is a resident, otherwise the
individual is a non-resident.
e.g. Mr. X stayed in India for 200 days in previous year 2023-24, in this case he will be considered to be
resident in India.
If Mr. X stayed in India for 100 days in previous year 2023-24 and also for 365 days during 4 years
preceding the previous year 2023-24, he will be considered to be resident in India.
If Mr. X stayed in India during previous year 2023-24 for 59 days, he will be considered to be non-resident
in previous year 2023-24.
The term “stay in India” includes stay in the territorial waters of India (i.e. 12 nautical miles into the sea
from the Indian coastline). Even the stay in a ship or boat in the territorial waters of India shall be
considered to be stay in India. (1 nautical mile = 1.1515 miles = 1.852 Kms).
It is not necessary that the period of stay must be continuous nor is it essential that the stay should be at the
usual place of residence, business or employment of the individual.
For the purpose of counting the number of days stayed in India, both the date of departure as well as the date
of arrival are considered to be in India.
Meaning of Not-ordinarily resident _Section 6(6)(a)
An individual who is resident of India shall be considered to be NOR if he has complied with at least one of
the conditions given below:
§)] If such individual has during the 7 previous years preceding the relevant previous year been in India
for a period of 729 days or less or
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(i1) If such individual has been non-resident in India in 9 years out of 10 previous years preceding the
relevant previous year

If he has not complied with even a single condition, he will be considered to be ROR.

Income Tax Act has defined NOR but we can define ROR in the manner given below:

An individual is said to be a resident and ordinarily resident if he satisfies both the following conditions:

(i) He is a resident in any 2 out of the last 10 years preceding the relevant previous year, and

(i1) His total stay in India in the last 7 years preceding the relevant previous year is 730 days or more.

If the individual satisfies both the conditions mentioned above, he is a resident and ordinarily resident but if
only one or none of the conditions are satisfied, the individual is a resident but not ordinarily resident.

Ilustration 1: Determine residential status of Mr. X for the assessment year 2024-25, who stays in India
during various financial years asunder:

Previous Years Stay 2016-17 91
2023-24 100 2015-16 90
2022-23 200 2014-15 88
2021-22 91 2013-14 89
2020-21 90 2012-13 86
2019-20 89 2011-12 87
2018-19 87 2010-11 89
2017-18 82 2009-10 90

Solution:

As per section 6(1), Stay in India is 60 days plus 365 days during 4 years preceding the relevant previous

year, hence he is resident.

His stay during 7 years is 730 hence he is not able to comply with first condition of section 6(6)(a). He is

able to comply with second condition of 6(6)(a) i.e. he is non-resident in atleast 9 years out of 10 years
receding the relevant previous year hence he is NOR.

Years Status 2018-19 Non-resident
2023-24 Resident 2017-18 Non-resident
2022-23 Resident 2016-17 Non-resident
2021-22 Non-resident 2015-16 Non-resident
2020-21 Non-resident 2014-15 Non-resident
2019-20 Non-resident 2013-14 Non-resident

Ilustration 2: Determine residential status of Mr. X for the assessment year 2024-25, who stays in India
during various financial years asunder:

Previous Years Stay 2016-17 80
2023-24 75 2015-16 91
2022-23 197 2014-15 86
2021-22 94 2013-14 85
2020-21 89 2012-13 89
2019-20 90 2011-12 72
2018-19 89 2010-11 69
2017-18 91 2009-10 92

Solution:

As per section 6(1), Stay in India is 60 days plus 365 days during 4 years preceding the relevant previous
year, hence he is resident.

His stay during 7 years is 730 hence he is not able to comply with first condition of section 6(6)(a). He is
able to comply with second condition of 6(6)(a) i.e. he is non-resident in atleast 9 years out of 10 years
preceding the relevant previous year hence he is NOR.
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Years Status 2018-19 Non-resident
2023-24 Resident 2017-18 Non-resident
2022-23 Resident 2016-17 Non-resident
2021-22 Non-resident 2015-16 Non-resident
2020-21 Non-resident 2014-15 Non-resident
2019-20 Non-resident 2013-14 Non-resident

Illustration 3: Mr. X an American citizen has come to India for the first time on 10.07.2019, as an
employee of a multinational company. The particulars of his arrival and departure are as given below:

Date of arrival Date of departure
10.07.2019 07.08.2020
07.10.2020 27.11.2021
01.03.2022 01.02.2023
10.05.2023 30.03.2024

Not yet returned

Determine his residential status for previous year 2019-20 to 2023-24.
Solution:

Previous Year 2019-20

{July — 22, August — 31, September 30, October 31, November 30, December 31, January 31, February — 29,
March — 31}

Days of stay in India are 266.

As per section 6(1), Stay in India is 182 days or more during the relevant previous year, hence he is resident.
and his stay during 7 years is Nil hence he is able to comply with first condition of section 6(6)(a). hence he
is NOR.

Previous Year 2020-21

{April — 30, May — 31, June — 30, July — 31,August — 7,0ctober — 25, November — 30, December — 31,
January — 31, February — 28, March — 31}

Days of stay in India are 305.

As per section 6(1), Stay in India is 182 days or more during the relevant previous year, hence he is resident.
and his stay during 7 years is 265 days hence he is able to comply with first condition of section 6(6)(a).
hence he is NOR.

Previous Year 2021-22

{April — 30, May — 31, June — 30, July — 31,August — 31,September — 30 , October — 31, November — 27,
March - 31}

Days of stay in India are 272, so Mr. X is Resident.

As per section 6(1), Stay in India is 182 days or more during the relevant previous year, hence he is resident.
and his stay during 7 years is 570 days hence he is able to comply with first condition of section 6(6)(a).
hence he is NOR.

Previous Year 2022-23

{April — 30, May — 31, June — 30, July — 31,August — 31, September — 30, October — 31, November — 30,
December — 31, January — 31, February — 1}

Days of stay in India are 307.

As per section 6(1), Stay in India is 182 days or more during the relevant previous year, hence he is resident.
and his stay during 7 years is more than 729 days hence he is not able to comply with first condition of
section 6(6)(a) and he is not able to comply second condition also i.e. non-resident in atleast 9 years out of
10 years preceding the relevant previous year. hence he is ROR.

Previous Year 2023-24

{May — 22, June — 30, July — 31, August — 31, September — 30, October — 31, November — 30, December —
31, January — 31, February — 29, March - 30}

Days of stay in India are 326.

As per section 6(1), Stay in India is 182 days or more during the relevant previous year, hence he is resident.
and his stay during 7 years is more than 729 days hence he is not able to comply with first condition of
section 6(6)(a) and he is not able to comply second condition of section 6(6)(a) also i.e. non-resident in
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atleast 9 years out of 10 years preceding the relevant previous year. hence he is ROR.

Ilustration 4: Mr. X an American citizen has come to India for the first time on 01.07.2020 as an executive
of a multinational company. His employer has allowed him to visit USA every year and for this purpose he
will be leaving India every year on 1% November and shall come back on 31 December, besides that he has
visited Hong Kong on several occasions in connection with the official work, because he is looking after the
employer’s operations in Hong Kong also, with details asunder:

Date of leaving India Date of arriving in India
10.09.2020 30.09.2020
07.02.2021 08.05.2021
11.07.2021 21.10.2021
10.02.2022 23.07.2022
11.02.2023 12.06.2023
01.02.2024 10.04.2024
Determine his residential status for the previous years 2020-21 to 2023-24.
Solution:

Previous Year 2020-21

{July — 31, August — 31, September — 11, October — 31, November — 1, December — 1, January — 31,
February — 7}

Days of stay in India are 144

As per section 6(1), Stay in India is less than 182 days but more than 60 days during the relevant previous
year but Stay in India is less than 365 days during 4 years preceding the relevant previous year, hence he is
not complying even a single condition of section 6(1) hence he is Non — resident.

Previous Year 2021-22

{May — 24, June — 30, July — 11, October — 11, November — 1, December — 1, January — 31, February — 10}
Days of stay in India are 119.

As per section 6(1), Stay in India is less than 182 days but more than 60 days during the relevant previous
year but Stay in India is less than 365 days during 4 years preceding the relevant previous year, hence he is
not complying even a single condition of section 6(1) hence he is Non — resident.

Previous Year 2022-23

{July — 9, August — 31, September — 30, October — 31, November — 1, December — 1, January — 31, February
- 11}

Days of stay in India are 145

As per section 6(1), Stay in India is less than 182 days but more than 60 days during the relevant previous
year but Stay in India is less than 365 days during 4 years preceding the relevant previous year, hence he is
not complying even a single condition of section 6(1) hence he is Non — resident.

Previous Year 2023-24

{June — 19, July — 31, August — 31, September — 30, October — 31, November — 1, December — 1, January —
31, February — 1}

Days of stay in India are 176. During the preceding 4 years, his stay is for 365 days or more so he is
resident. His stay during 7 years is 729 days or less, hence he is resident but not ordinarily resident.

Hlustration 5: Mr. X, the Australian cricketer comes to India for 105 days every year. Find out his
residential status for the A.Y. 2024-25.

Solution: He has complied with condition of 60 + 365 days hence he is resident further stay in 7 years is
more than 729 days and also condition of non-resident in 9 years out of 10 years is not complied with hence
he is ROR.

Ilustration 6: Mr. X, a Canadian citizen, comes to India for the first time during the P.Y.2019-20. During
the financial years 2019-20, 2020-21, 2021-22, 2022-23 and 2023-24 he was in India for 55 days, 60 days,
90 days, 150 days and 70 days respectively. Determine his residential status for the A.Y.2024-25.

Solution:

During the previous year 2023-24, Mr. B was in India for 70 days and during the 4 years preceding the
previous year 2023-24, he was in India for 355 days (i.e. 55 + 60 + 90 + 150 days).

Thus, he does not satisfy section 6(1). Therefore, he is a non-resident for the previous year 2023-24.
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Hlustration 7: On 01.06.2021 Mr. X, a Malaysian citizen leaves India after stay of 10 years. During the
financial year 2022-23 he comes to India for a period of 46 days. Later, he returns to India for one year on
10.10.2023.

Determine Mr. X’s residential status for the assessment year 2024-25.

Solution:

No. of days of stay in India

P.Y. 2023-24 174 Days
{22+30+31+31+29+31}

P.Y. 2022-23 46 Days
P.Y. 2021-22 62 Days
{30+31+1}

P.Y. 2020-21 365 Days
P.Y. 2019-20 366 Days
P.Y. 2018-19 365 Days
P.Y.2017-18 365 Days
P.Y. 2016-17 365 Days
P.Y. 2015-16 366 Days
P.Y. 2014-15 365 Days
P.Y.2013-14 365 Days

The person is resident and ordinarily resident. Mr. X was in India for 60 days in 2023-24 and for 365 days
or more in the 4 years immediately preceding the relevant previous year and he does not satisfy even a
single condition of section 6(6)(a).

Question 2: Write a note on determination of residential status of Individual covered in special
category.

Answer: Special category: explanation to section 6(1)

Certain individuals are covered in the special category and they will be considered to be resident only if they
stay in India for 182 days or more i.e. second condition of 60 plus 365 days shall not be applicable and such
individuals are:

1. Any individual who is a citizen of India and has left India for taking up any business or profession or
employment outside India e.g. Mr. X is a citizen of India and has left India on 01.09.2023 for taking up an
employment in Germany, in this case he will be covered in the special category and his status shall be non-
resident. If any such person is employed in India and he has been transferred outside India, he will also be
covered in the special category. E.g. Mr. X is employed in Punjab National Bank in India and he has been
transferred to the London branch, in this case he will be covered in the special category. If any person has
business or profession in India and he is going out of India in connection with business or profession, he will
not be covered in special category.

2. Any individual who is a citizen of India or is a person of Indian origin and is having
business/profession/employment outside India and has come to India on a visit shall also be covered in the
special category e.g. Mr. X is a citizen of India and is settled as a doctor in USA and has come to India on a
visit for 181 days, he will be covered in the special category and his status shall be non-resident.

A person is said to be of Indian origin if he or either of his parents or either of his grandparents (including
parents of mother) were born in undivided India. e.g. Mr. X has taken birth in UK and is a citizen of UK but
his grand father has taken birth in India in 1942, in this case Mr. X will be considered to be person of Indian
origin.

Further in case of citizen of India or person of Indian origin having total income other than income from
foreign sources, exceeding 15 lakhs during the year, such individual shall be resident in India if he stays for
120 days during the year and also for 365 days during 4 years preceding the relevant previous year. Further
as per section 6 (6)(c), he will be considered to be NOR, if his stay is maximum upto 181 days. If stay is 182
days or more, he will be ROR/NOR as per section 6(6)(a) i.e. such person can stay in India for maximum
119 days to maintain his status of Non Resident. e.g. Mr. X is a citizen of India and is settled outside India.
(he has total income other than income from foreign sources exceeding 15 lakhs) He visits India 120 days and
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earlier 4 years, he was in India for 365 days, now he will be NOR but earlier he was NR and impact shall be
his income accruing / arising abroad and received abroad but from a business controlled from India or from a
profession setup in India shall be taxable. If his total income other than income from foreign sources is upto
15 lakhs, he will be non resident.

3. Any individual who is a citizen of India and has left India as a member of crew of an Indian ship, shall
also be covered in special category. The time period mentioned in Continuous Discharge Certificate shall be
considered to be the period of stay outside India and remaining time period shall be considered to be stay in
India.

4. Deemed Resident Section 6(1A)

As per section 6(1A), If any individual is a citizen of India and has total income other than the income from
foreign sources, exceeding 15 lakhs during the previous year, he shall be considered to be resident in India
if he is not liable to tax in any other country or territory by reason of his domicile or residence or any other
criteria of similar nature. Further as per section 6 (6)(d), he will be NOR. This clause shall not apply in case
of an individual who is resident in India in the previous year under section 6(1) E.g. Mr. X is a citizen of
India and is settled in a country where he is not liable to tax (he has total income other than income from
foreign sources exceeding 15 lakhs) and he has not visited India during the current year, in this case he will
be considered to be resident and further as per section 6(6)(d), he will be considered to be NOR. (purpose is
to tax stateless persons in India provided they are Indian citizens) If his total income other than income from
foreign sources is upto 15 lakhs, he will be non resident.

"income from foreign sources" means income which accrues or arises outside India (except income derived
from a business controlled in or a profession set up in India) and which is not deemed to accrue arise in
India. E.g. Mr. X has income accruing/arising abroad X 25 lakh, out of which income from a business
controlled from India or profession set up in India is ¥ 18 lakh. He has income accruing/arising in India 13
lakh, in this case income from foreign sources is X 7 lakh (25-18) and income other than income from
foreign sources is X 31 lakh (18+13)

Example
Mr. Anand is an Indian citizen and a member of the crew of a Singapore bound Indian ship engaged in

international traffic departing from Chennai port on 6" June, 2023. From the following details for the
P.Y.2023-24, determine the residential status of Mr. Anand for A.Y.2024-25, assuming that his stay in India
in the last 4 previous years (preceding P.Y.2023-24) is 400 days and last seven previous years (preceding
P.Y.2023-24) is 750 days:

Particulars Date

Date entered into the Continuous Discharge Certificate in respect of joining the 6™ June, 2023

ship by Mr. Anand

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

Answer.

In this case, the voyage is undertaken by an Indian ship engaged in international traffic, originating from a
port in India (i.e., the Chennai port) and having its destination at a port outside India (i.e., the Singapore
port). Hence, the voyage is an eligible voyage for the purposes of section 6(1). Therefore, the period
beginning from 6th June, 2023 and ending on 9th December, 2023, being the dates entered into the
Continuous Discharge Certificate in respect of joining the ship and signing off from the ship by Mr. Anand,
an Indian 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.2023-24 would be 178
days [i.e., 365 days — 187 days]. Since his period of stay in India during the P.Y.2023-24 is less than 182
days, he is a non-resident for A.Y.2024-25.
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Note - Since the residential status of Mr. Anand is “non-resident” for A.Y.2024-25 consequent to his
number of days of stay in P.Y.2023-24 being less than 182 days, his period of stay in the earlier previous
years become irrelevant,

Ilustration 8: Mr. X, an Indian citizen, leaves India on 22.09.2023 for the first time, to work as an officer
of a company in France. Determine his residential status for the A.Y. 2024-25.

Solution:

During the previous year 2023-24, Mr. X, an Indian citizen, was in India for 175 days (i.e. 30 + 31+ 30 + 31
+ 31 + 22 days). He does not satisfy the minimum criteria of 182 days. Also, since he is an Indian citizen
leaving India for the purposes of employment, the second condition under section 6(1) is not applicable to
him. Therefore, Mr. X is a non-resident for the A.Y.2024-25.

Hlustration 9: Mr. X and Mrs. X are settled outside India for the purpose of employment and they came to
India on 15.10.2023 on a visit for 7 months. Both of them are Indian citizens. In the earlier years they were
in India as follows:

Year Mr. X Mrs. X
2022 — 2023 235 Days 365 Days
2021 -2022 330 Days 30 Days
2020 - 2021 Nil 28 Days
2019 - 2020 118 Days 120 Days

Find out the residential status of Mr. X and Mrs. X for the assessment year 2024-25.
Solution:

Both are NR for the assessment year 2024-25

Stay of Mr. X in India

Previous Year 2023-24 169 Days
{17+30+31+31+29+31}

Stay of Mrs. X in India

Previous Year 2023-24 169 Days
{17+30+31+31+29+31}

Since they are covered in special category they will be resident only if their stay in India in relevant previous
year is 182 days or more, hence they are non—resident.

Question 3: Explain how to determine residential status of HUF Section 6(2)/6(6)(b).

Answer: As per section 6(2), an HUF would be resident in India if the control and management of its
affairs is situated wholly or partly in India. If the control and management of the affairs is situated wholly
outside India it will be considered to be non-resident. Since control and management of HUF is in the hands
of its Karta hence place of stay of Karta shall be taken into consideration i.e. if Karta is out of India
throughout the year, HUF shall be Non-resident but if Karta has come to India for a few days, HUF shall be
resident.

The expression ‘control and management’ refers to the central control and management and not to the
carrying on of day-to-day business by servants, employees or agents.

Meaning of Not-ordinarily resident _Section 6(6)(b)

If an HUF is resident, as per section 6(6)(b), it will be considered to be NOR if its Karta has complied with

at least one of the conditions given below:

(1) If the karta is in India during the 7 previous years preceding the relevant previous year for a period of
729 days or less.

(il))  If the karta is non-resident in India in any 9 out of the 10 previous years preceding the relevant
previous year, or

If karta has not complied with even a single condition, HUF shall be ROR.

Ilustration 10: Karta of one Hindu Undivided Family comes to India every year for minimum 60 days and
maximum 91 days. Determine residential status of the Hindu Undivided Family and also that of the Karta
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for the assessment year 2024-25.

Solution:

Hindu Undivided Family is resident since the Karta has come to India for at least 60 days but the stay of
Karta during seven years can be maximum 637 days hence Hindu Undivided Family shall be considered to
be resident but not ordinarily resident.

Karta in his individual capacity is non-resident because he cannot comply with even one of the two
conditions given under section 6(1).

Hlustration 11: One Hindu Undivided Family is being managed partly from Mumbai and partly from
Nepal. Mr. X (a foreign citizen), Karta of Hindu Undivided Family, comes on a visit to India every year
since 1982 in month of April for 105 days.

Determine residential status of the Hindu Undivided Family and also that of the Karta in his individual
capacity for the assessment year 2024-25.

Solution:

For the previous year 2023-24, the control and management of the affairs of Hindu Undivided Family is
being partly managed from India. Hence Hindu Undivided Family is resident but Mr. X cannot comply with
any of the conditions of section 6(6)(b), hence Hindu Undivided Family is resident and ordinarily resident.
Karta shall be considered to be resident and ordinarily resident because his stay during 7 years is 735 days.
Also, he will not be non-resident in nine years out of ten years preceding the relevant previous year.

Question 4: Explain how to determine residential status of partnership firm or Body of Individual or
Association of Persons.

Answer:

Firms and Association of Persons Section 6(2)

A firm and an AOP would be resident in India if the control and management of its affairs is situated wholly
or partly in India. Where the control and management of the affairs is situated wholly outside India, the firm
and AOP would become a non-resident. There are no ROR or NOR in case of persons other than individual
or HUF. E.g. XY partnership firm has two partners Mr. X and Mr. Y and Mr. X is working partner and is in
USA throughout the year and Mr. Y is a dormant partner and is in India throughout the year, in this case
partnership firm shall be non-resident but if Mr. X has come to India for a few days, partnership firm shall
be resident.

Question 5: Explain how to determine residential status of a Company.

Answer:

Companies Section 6(3)

An Indian company is always resident in India even if its control and management is outside India or its
business is outside India.

A foreign company shall be resident in India if its place of effective management, at any time in that year, is
in India.

“Place of effective management” means a place where key management and commercial decisions are made
for the conduct of the business of an entity.

e.g. Micromax Informatics Ltd. was incorporated in India and it has business in many countries outside
India, in this case company shall be considered to be resident.

e.g. HCL Technologies Ltd. was incorporated in India and it has its control and management outside India
also, in this case company shall be considered to be resident.

e.g. ABC Ltd. was incorporated outside India and place of effective management is in India, in this case
company shall be considered to be resident.

e.g. Videocon Industries Ltd. was incorporated in India, in this case company shall be considered to be
resident.

e.g. Samsung Electronics Co., Ltd. was incorporated in South Korea and place of effective management is
also in South Korea , in this case company shall be considered to be non-resident.
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e.g. BlackBerry Ltd. was incorporated in Canada and place of effective management is also in Canada, in
this case company shall be considered to be non-resident.

Ilustration 12: ABC Inc., a Swedish company headquartered at Stockholm, not having a permanent
establishment in India, has set up a liaison office in Mumbai in April, 2023 in compliance with RBI
guidelines to look after its day to day business operations in India, spread awareness about the company’s
products and explore further opportunities. The liaison office takes decisions relating to day to day routine
operations and performs support functions that are preparatory and auxiliary in nature. The significant
management and commercial decisions are, however, in substance made by the Board of Directors at
Sweden. Determine the residential status of ABC Inc. for A.Y.2024-25.

Answer.

As per Section 6(3), a company would be resident in India in any previous year, if-

(i) it is an Indian company; or

(i1) its place of effective management, in that year, is in India .

In this case, ABC Inc. is a foreign company. Therefore, it would be resident in India for P.Y.2023-24 only if
its place of effective management, in that year, is in India.

Explanation to section 6(3) defines “place of effective management” to mean a place where key
management and commercial decisions that are necessary for the conduct of the business of an entity as a
whole are, in substance made. In the case of ABC Inc., its place of effective management for P.Y.2023-24 is
not in India, since the significant management and commercial decisions are, in substance, made by the
Board of Directors outside India in Sweden.

ABC Inc. has only a liaison office in India through which it looks after its routine day to day business
operations in India. The place where decisions relating to day to day routine operations are taken and
support functions that are preparatory or auxiliary in nature are performed are not relevant in determining
the place of effective management.

Hence, ABC Inc., being a foreign company is a non-resident for A.Y.2024-25, since its place of effective
management is outside India in the P.Y.2023-24.

Hlustration 13: Wipro Ltd. an Indian company has most of its business outside India. Determine its
residential status.

Solution:

An Indian company shall always be considered to be resident in India.

Ilustration 14: Afcons Infrastructure International Ltd. is incorporated in Mauritius and its place of
effective management is in Mauritius. Determine its residential status for the assessment year 2024-25.

Solution:
Foreign company shall be resident in India only if its place of effective management, at any time in that
year, is in India. Hence, Afcons Infrastructure International Ltd. is a non-resident company.

Ilustration 15: Bista Ltd., a foreign company and it carries on majority of its operations and decision
making activities from Calcutta and Assam but some part of operational activities and few decisions are
being taken from the place at which registered office of Bista Ltd. is located, i.e. Dhaka.

Determine its residential status for the assessment year 2024-25.

Solution:

Bista Ltd. is a foreign company and its place of effective management is in India. Hence Bista Ltd. is
resident in India for the assessment year 2024-25.

Question 6: Explain how to determine residential status of other persons.

Answer:

Local Authorities and Artificial Juridical Persons Section 6(4)

Local authorities and artificial juridical persons would be resident in India if the control and management of
its affairs is situated wholly or partly in India. Where the control and management of the affairs is situated
wholly outside India, they would become non-residents.
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TAX INCIDENCE / SCOPE OF TOTAL INCOME

Question 7: Write a note on scope of total income or tax incidence.
Answer: As per section 5. scope of total income or tax incidence in various status shall be as given
below:
(1) Resident and ordinarily resident — In case of ROR, the following incomes shall be taxable.
(1) income accruing / arising in India.
(i1) income received or deemed to be received in India even if accruing /arising abroad.
(iii)  income accruing / arising aboard and received aboard.
In simpler terms, ROR has to pay tax on his world income in India.

Meaning of income received in India

Income shall be considered to be received in India if it has been received directly in India from its source i.e.

if the income has been received outside India and after that it was transferred to India, it will not be

considered to be income received in India rather it is income received abroad.

Therefore, when once an amount is received as income, remittance or transmission of that amount from one

place or person to another does not constitute receipt of income in the hands of the subsequent recipient or at

the place of subsequent receipt.

Example

Mr. X has one house in USA and rent has been received directly in India. It will be considered to be income

received in India and it is chargeable to tax in case of all the three status, but if Mr. X has one bank account

with Bank of America, New York and rent has been deposited in that account and subsequently the bank has

transferred the amount to Mr. X in India, it will be considered to be income received outside India, because

income has already been received outside India and subsequently it was remitted to India.

Similarly, if Mr. X has income in Nepal and it was deposited in the branch of an Indian bank in Nepal,

subsequently the amount was remitted in India, it will be considered to be income received outside India.

(2) Resident but not ordinarily resident — The following incomes shall be taxable.

(1) income accruing / arising in India.

(i1) income received or deemed to be received in India even if accruing /arising abroad.

(iii)  income accruing / arising aboard and received aboard but from a business controlled from India or
from a profession which was set up in India.

Meaning of profession setup in India

Profession set up in India means that it was originally setup in India and subsequently there was an
expansion outside India. E.g. Mr. X started his profession of an advocate in Delhi and subsequently he
opened his branch outside India, it will be called profession setup in India.

(3) Non-resident —The following incomes shall be taxable.

6)] income accruing /arising in India.

(i1) income received or deemed to be received in India even if accruing /arising abroad.

Ilustration 16: Mr. X has income asunder:
1. He has income from a business in Germany amounting to 33,00,000 and half of it was received in
India.
2.  He has interest income of X1,00,000 from UK Development Bond and entire interest income was
credited to a bank account in UK. Subsequently, the amount was transferred in India.
3. He has a business in Bombay and entire income of 33,00,000 was received in UK.
4. He has one house property in Ghaziabad and income of %5,00,000 was received in UK.
5. He has received salary income of 5,00,000 (computed) in India and half of the services were
rendered in UK and half in India.
(Presume all the above incomes are computed incomes)
Compute his income presuming that he is NOR, NR and ROR.
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Solution:
ROR NOR NR
1. Income received in India 1,50,000 1,50,000 1,50,000
Income accruing/arising abroad and received abroad 1,50,000 XXXXX XXXXX
2. Income accruing/arising abroad and received abroad 1,00,000 XXXXX XXXXX
3. Income accruing/arising in India 3,00,000 3,00,000 3,00,000
4. Income accruing/arising in India 5,00,000 5,00,000 5,00,000
5. Income received in India 5,00,000 5,00,000 5,00,000
Total 17,00,000 14,50,000 14,50,000
Illustration 17: Mr. X had following income during the previous year ended 315 March, 2024: 3
(1) Salary accruing and arising abroad and also received abroad but brought to India
(being computed income) 25,000
(2) Income from house property in India 20,000
(3) Interest on savings bank deposit in SBI, in India 10,000
(4) Income from business in Bangladesh, received there but controlled from India 2,00,000
(5) Income from a profession in USA and received there but profession was set up in India 4,00,000
You are required to compute his gross total income for the assessment year 2024-25, if he is a
(a) resident and ordinarily resident;
(b) not ordinarily resident; and
(c) non-resident.
Presume all the above income is computed income.
Solution:
ROR NOR NR
(1) Salary income accruing/arising abroad and also received abroad 25,000 Nil Nil
(2) Income from house property in India 20,000 | 20,000 | 20,000
e Income accruing/arising in India
(3) Interest on savings bank deposit in SBI, in India 10,000 10,000 | 10,000
e Income accruing/arising in India
(4) Income from business in Bangladesh being controlled from India 2,00,000 | 2,00,000 —
e Not taxable in case of non resident
(5) Income from profession set up in India 4,00,000 | 4,00,000 Nil
Gross Total Income 6,55,000 | 6,30,000| 30,000
Ilustration 18: Mr. X earns the following income during the financial year 2023-24: 3
(1) Income from house property in London, received in India 60,000
(2) Profits from business in Japan and managed from there (received in Japan) 9,00,000
(3) Profits from business in Kenya, controlled from India, Profits received in Kenya 3,00,000
(4) Profits from business in Delhi, managed from Japan 7,00,000
(5) Capital gains on transfer of shares of Indian companies, sold in USA and gains were
received there 2,00,000
(6) Pension from former employer in India, received in Japan 50,000
(7) Profits from business in Pakistan, deposited in bank there 20,000
(8) Profit on sale of asset in India but received in London 8,000
(9) Interest on Government securities accrued in India but received in Paris 80,000
(10) Interest on USA Government securities, received in India 20,000
(11) Salary earned in Bombay, but received in UK 60,000
(12) Income from property in Paris, received there 1,00,000

(Presume all the above incomes are computed incomes)

Determine the gross total income of Mr. X if he is (i) resident and ordinarily resident, resident but not

ordinarily resident, non-resident in India during the financial year 2023-24.
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Solution:
ROR NOR NR
(1) | Income received in India 60,000 60,000 60,000
(2) | Income accruing/arising and received outside India 9,00,000 — —
(3) | Income accruing/arising and received outside India, but 3,00,000 | 3,00,000 —
business controlled from India
(4) | Income accruing/arising in India 7,00,000 | 7,00,000 7,00,000
(5) | Income accruing/arising in India 2,00,000 | 2,00,000 2,00,000
(6) | Income accruing/arising in India 50,000 50,000 50,000
(7) | Income accruing/arising and received outside India 20,000 — —
(8) | Income accruing/arising in India 8,000 8,000 8,000
(9) | Income accruing/arising in India 80,000 80,000 80,000
(10) | Income received in India 20,000 20,000 20,000
(11) | Income accruing/arising in India 60,000 60,000 60,000
(12) | Income accruing/arising and received outside India 1,00,000 — —
Gross Total Income 24,98,000 | 14,78,000 ] 11,78,000

Hlustration 19: Mr. X, a foreign citizen (not being a person of Indian origin) came to India for the first time
on 2" December, 2023 for a visit of 210 days. Mr. X had the following income during the previous year

ended 31 March, 2024: £4
(1) Salary (computed) received in India for three months 1,00,000
(2) Income from house property in London (received there) 2,75,200
(3) Amount brought into India out of the past-untaxed profits earned in Germany 80,000
(4) Income from agriculture in Sri Lanka, received and invested there 12,300
(5) Income from business in Nepal, being controlled from India 35,000
(6) Income from house property in USA received in USA
(76,000 is used in Canada for meeting the educational expenses of Mr. X’s daughter and
% 10,000 is later on remitted in India) 86,000

You are required to compute his total income for the assessment year 2024-25.

Solution:
Mr. X is a foreign citizen. He was in India during the previous year 2023-24 for 121 (30 + 31 + 29 + 31)
days. Thus, he does not satisfy the first condition of 182 days. The second condition is also not satisfied as
Mr. X came to India for first time during the previous year 2023-24.
Mr. X is therefore non—resident in India. The total income of Mr. X for the assessment year 2024-25 will be:
£4
(1) Salary (computed) received in India for three months
e Taxable on receipt basis
(2) Income from house property in London (received there)
¢ Not taxable as income is accruing & arising outside India and is also received outside India —
(3) Amount brought in India out of the past untaxed-profits earned in Germany
¢ Not taxable as it is not income —
(4) Income from agriculture in Sri Lanka being invested there
e Income accrued and received outside India —
(5) Income from business in Nepal, being controlled from India
e Not taxable in the case of non- resident —
(6) Income from house property in USA received in USA
(X 76,000 is used in Canada or meeting the educational expenses of Mr. X’s daughter and
%10,000 is later on received in India)
e Income accrued and received outside India —
Gross Total Income 1,00,000
Less: Deduction under chapter VI-A Nil

1,00,000
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Total Income 1,00,000
Hlustration 20: Mr. X earns the following incomes during the financial year 2023-24. 4
(1) Profits from a business in Japan, controlled from India,
(half of the profits received in India) 40,000
(2) Income from property in Bombay, received in UK 70,000
(3) Income from a property in USA, received there but subsequently remitted to India 2,00,000
(4) Income from property in USA, received there (350,000 remitted in India) 80,000
(5) Salary received in India for services rendered in USA 50,000
(6) Income from profession in Paris, which was set up in India, received in Paris 80,000
(7) Interest from deposit with an Indian company, received in Japan 9,000
(8) Income from profession in Bombay received in Paris 30,000
(9) Profits of business in Iran, deposited in a bank there, business controlled from India
(out 0f %4,00,000, X 1,00,000 is remitted in India) 4,00,000
(10) Interest on German development bonds, half of which is received in India 10,000
(11) Income from property in Canada, one-fifth is received in India 50,000

(Presume all the above incomes are computed income i.e. all the exemptions and deductions have already

been allowed)

Determine the gross total income of Mr. X if he is (i) resident and ordinarily resident, (ii) resident but not
ordinarily resident, (iii) non-resident in India during the financial year 2023-24.

Solution:

ROR NOR NR
(1) Income accruing/arising outside India from a business controlled in 40,000 40,000 20,000
India, half of the income received in India
(2) Income accruing/arising in India 70,000 70,000 70,000
(3) Income accruing/arising outside India and received outside India 2,00,000 — —
(4) Income accruing/arising outside India and received outside India 80,000 — —
(5) Income received in India 50,000 50,000 50,000
(6) Income accruing/arising and received outside India, but profession 80,000 80,000 —
set up in India
(7) Income accruing/arising in India 9,000 9,000 9,000
(8) Income accruing/arising in India 30,000 30,000 30,000
(9) Income accruing/arising outside India and received outside India,
but business controlled from India 4,00,000 | 4,00,000 —
(10) Income accruing/arising outside India, half received outside India 10,000 5,000 5,000
and half in India
(11) Income accruing/arising outside India, 4/5t received outside India 50,000 10,000 10,000
and 1/5t in India
Gross Total Income 10,19,000 | 6,94,000 | 1,94,000

Ilustration 21: Mr. X is a citizen of India and is employed in ABC Limited and getting salary %1,00,000
p.m. and he was transferred out of India on 01.09.2023 and he left India for first time from 01.09.2023 and
he visiting in India from 26.01.2024 to 15.02.2024 and salary for January 2024 was received in India and at
the time of departure he received 3 gifts *20,000 from 3 friends each and also a phone of X70,000.

He has agricultural income in India 34,00,000

Compute his tax liability for assessment year 2024-25.

Solution:

Mr. X shall be covered in special category so therefore his status shall be non-resident. Z
(30+31+30+31+31+1+6+15)175 days.
Income under the head Salary accruing / arising in India
1,00,000 x5

5,00,000
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Income received in India

1,00,000 x 1 1,00,000
Gross Salary 6,00,000
Less: Deduction u/s 16(ia) (50,000)
Income under the head salary 5,50,000
Income under the head Other Sources 60,000
Gross Total Income 6,10,000
Less: Deduction under chapter VI-A Nil
Total Income 6,10,000
Agricultural Income 4,00,000
Computation of Tax Liability

Step 1. Tax on (6,10,000 + 4,00,000 = 10,10,000) at slab rate 61,500
Step 2. Tax on (4,00,000 + 3,00,000 = 7,00,000) at slab rate (25,000)
Deduct step 2 from step 1 36,500
Add: HEC 4% 1,460
Tax Liability 37,960

Note: Rebate not allowed to Non-resident.

Hlustration 22: ABC partnership firm has an income of %3 lakhs in India and income accruing/arising
abroad and also received abroad %23 lakhs. It consists of two partners. Mr. X who is an active partner, is
staying outside India throughout the year. Mr. Y is a dormant partner and is staying in India throughout the
year.

Compute tax liability of the partnership firm in India for the assessment year 2024-25.

(b) Also compute tax liability of the firm if Mr. Y is also an active partner.

Solution: 3
(a) Partnership firm is non-resident

Income from business/profession in India 3,00,000
Gross Total Income 3,00,000
Less: Deduction u/s under chapter VI-A Nil
Total Income 3,00,000
Tax @ 30% + HEC @ 4% 93,600
(b) Partnership firm is resident

Income from business/profession 26,00,000
Gross Total Income 26,00,000
Less: Deduction under chapter VI-A Nil
Total Income 26,00,000
Tax @ 30% + HEC @ 4% 8,11,200

Hlustration 23: ABC Pvt. Ltd., an Indian company has an income of 330 lakhs from a business in India.
This company has a business income of 212 lakhs from outside India. Out of which 7 lakhs were received in
India and balance outside India.

Compute tax liability of the Indian company for the assessment year 2024-25.

Solution: 4
Income from business in India 30,00,000
Income from outside India 12,00,000
Income under the head Business/Profession 42,00,000
Gross Total Income 42,00,000
Less: Deductions under chapter VI-A Nil
Total Income 42,00,000

Computation of Tax Liability
Tax on 342,00,000 @ 30% 12,60,000
Add: HEC @ 4% 50,400

Tax Liability 13,10,400
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Note: Indian company is always considered to be resident in India and its incomes even earned and received
outside India shall be chargeable to tax in India.

Question 8: Explain meaning of income deemed to accrue or arise in India Section 9.

Answer:

Income deemed to the accruing/arising in India shall be taxable in all the three status i.e. ROR/NOR/NR.

As per section 9, the following incomes shall be deemed to be accruing / arising in India.

1. If any income has its source in India, such income shall be considered to be accruing / arising in India i.e.
employment/house property/business/profession/capital asset or any other source of income is in India but if
source is partly in India and partly outside India, income shall be accruing / arising in India only to the
extent the source is in India e.g. Mr. X is employed in Punjab National Bank and is posted in Delhi branch
on a salary of X1,00,000 p.m. In this case, his income shall be deemed to be accruing/arising in India but if
he is transferred to the London branch w.e.f 01.01.2024, his income accruing/arising in India shall be
%9,00,000 i.e. salary upto 31.12.2023 and the income which is accruing/arising abroad shall be X3,00,000
(i.e. salary from 01.01.2024 to 31.03.2024)

Business connection

If any person has business in India as well as outside India, it will be called business connection and in case
of such business, the income of the business deemed to accrue or arise in India shall be only such part of the
income as is reasonably attributable to the operations carried out in India and as per rule 10, assessing
officer shall have the powers to determine the extent upto which income is accruing/arising in India.

There will be a business connection if any non-resident has business outside India but has agent in India who
(a) habitually secures orders in India, for the non-resident.

(b) habitually maintains in India a stock of goods from which he regularly delivers goods on behalf of the
non-resident or

(c) habitually concludes contracts on behalf of the non-resident or plays the principal role leading to
conclusion of contracts and the contracts are in the name of non - resident or the contracts are for the transfer
of ownership or for granting of right to use property owned by that non- resident or the provision of services
by the non - resident.

There is no business connection in the following three cases:

(a) If any non-resident has business outside India but such person is purchasing goods from India and do not
have any other activity in India, in this case there is no business connection but if such person has any other
activity in India, it will be considered to be business connection. e.g. Mr. X a non-resident has one shop in
New York for selling Indian goods and all these goods are purchased from India. In this case, there is no
business connection. However, if assessee is carrying out any other activity in India, it will be considered to
be business connection.

If in the above case the assessee has manufacturing unit in India, it will be considered to be a business
connection.

(b) If any non-resident has the business of running a news agency or of publishing newspapers,
magazines or journals etc. outside India, no income shall be deemed to accrue or arise in India to him
from activities which are confined to the collection of news and views in India for transmission out of India
but if newspaper etc. is being sold in India, there will be business connection or if there is telecasting or
broadcasting of such news/views etc. in India, there will be business connection and income shall be taxable
to that extent.

(c) If any non-resident is doing shooting of any cinematograph film in India, there is no business
connection but if such film is being shown in India, there will be business connection.

Significant economic presence [Explanation 2A]

Significant economic presence of a non-resident in India shall also constitute business connection in India.

Significant economic presence means-

(a) in respect of any goods, services or property carried out by a non-resident with any person in India
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including provision of download of data or software in India and aggregate of payments arising from
such transaction or transactions during the previous year is exceeding X 2 crores.
OR
(b) systematic and continuous soliciting of business activities or engaging in interaction with users in India
and the number of users should be atleast 3 lakhs.

Further, the above transactions or activities shall constitute significant economic presence in India,
whether or not,—

(i) the agreement for such transactions or activities is entered in India;
(i) the non-resident has a residence or place of business in India; or

(iii) the non-resident renders services in India:
“Explanation 3A.— The income attributable to the operations carried out in India for the purpose of
business connection, shall include income from—
(1) such advertisement which targets a customer who resides in India or a customer who accesses the
advertisement through internet protocol address located in India;
(i1) sale of data collected from a person who resides in India or from a person who uses internet protocol
address located in India; and
(iii) sale of goods or services using data collected from a person who resides in India or from a person who
uses internet protocol address located in India.”

2. If any person is holding shares of any Indian company, any capital gain on transfer of such shares shall be
considered to be income accruing/arising in India even if shares were sold outside India.

In case of shares of a foreign company, capital gains shall be accruing / arising in India if the value of the
shares is because of the assets located in India or because of business in India (the amendment is to overrule
the judgment in Vodafone case).

3. If any individual is a citizen of India and is an employee of the government and is posted outside India,
his salary income shall be accruing / arising in India e.g. Mr. X is citizen of India and is an IFS. He is posted
in Indian embassy in USA, in this case, his salary income shall be accruing/arising in India.

4. If any loan has been taken by the government from outside India, interest paid by the government shall be
considered to be income of the person who has received such interest and it is accruing / arising in India and
it do not matter whether loan was used in India or outside India. e.g. If Central Government has taken a loan
from an agency in USA, equivalent to Indian X1,000 lakh @ 10%, in this case, interest of X100 lakhs paid by
the Government to such agency shall be considered to be the income of such agency accruing/arising in
India.

If such loan has been taken by a person who is resident in India, interest income shall be accruing / arising in
India only if loan amount has been used in India but if loan amount has been utilized outside India it will be
accruing / arising abroad. E.g. ABC Ltd. an Indian company has taken a loan from an agency in USA and
the amount was utilized in USA. In this case, interest income shall be accruing/arising in USA but if loan
amount is used in India in any source, it will be accruing / arising in India

If such loan has been taken by a non-resident, interest income shall be accruing / arising in India only if loan
amount has been utilised in India in business/profession but if loan amount is utilised in any other source in
India or it has been used outside India, interest income shall be accruing / arising abroad. E.g. X Ltd. a non-
resident company has taken a loan from outside India and loan amount was utilized in India in house
property. In this case, interest paid by the company shall be income of the recipient accruing/arising abroad
but if loan amount was utilised in India in business/profession, interest income shall be considered to be
accruing/arising in India. The person receiving interest shall be liable to pay income tax on such income
even if such person do not have any Territorial Nexus with India i.e. such non-resident do not have a
residence or place of business or business connection in India
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MAY - 2006 (2 Marks)

Mr. X, left for USA on 01.05.2023. He has not visited India thereafter. Mr. X borrows money from his
friend Mr. Y, who left India one week before Mr. X's departure, to the extent of <10 lakhs and buys shares in
X Ltd., an Indian company. Discuss the taxability of the interest charged @ 10% in Mr. Y's hands where the
same has been received in New York.

Answer: Stay of Mr. X and Mr. Y during the previous year 2023-24 is less than 60 days hence both of them
are non-residents as per section 6(1).

As per section 9, if any non-resident has taken loan from outside India and the loan was utilized in India in
any source other than business or profession, interest received by the person who has given the loan shall not
be considered to be accruing/arising in India and is not taxable in India. In the given case, loan amount was
invested in the shares of an Indian company hence interest received by Mr. Y shall not be considered to be
income accruing/arising in India.

5. If government has taken any patent right or any technical services from outside India and has paid royalty
or technical fee for such patent right etc., it will be considered to be income of the person who has received
it and it is accruing / arising in India even if the patent right etc. has been used outside India.

If such payment is being given by any resident or non-resident, it will be income of the recipient accruing /
arising in India only if such patent right etc. has been used in India otherwise it will be accruing / arising
abroad.

Royalty means amount payable in connection with patent, invention, model, design, formula, process, trade
marks etc.

Fees for Technical Services means any consideration for the rendering of Managerial, Technical or
Consultancy Services.

If any income is accruing and arising in India relating to royalty or technical fees etc., it will be taxable in
India even if the person receiving income is non-resident and even if such non-resident do not have any
Territorial Nexus with India i.e. such non-resident do not have a residence or place of business or business
connection in India and also the non-resident has not rendered services in India.

6. If any person has received pension, it will be deemed to be accruing/arising in India if the employer is in
India. E.g. Mr. X is settled in Canada and is getting a pension of 330,000 p.m. from Punjab National Bank,
in this case his pension income shall be accruing/arising in India.

7. Income arising outside India shall be taxable if it is a gift covered u/s 56(2)(x) and it is given by a person
resident in India to any person who is NOR or non-resident (except foreign company)

Question 9: Explain income deemed to be received in India.

Answer: Such incomes is taxable in all the three status. Under section 7, employer’s contribution to
Recognised Provident Fund in excess of 12% of salary of the employee shall be considered to be income
deemed to be received in India. Similarly, interest on the provident fund balance in excess of 9.5% p.a. shall
be considered to be income deemed to be received in India.

If any Seafarer (crew member of ship) is Non-resident and Income is accruing/arising abroad and his
income has been received directly in his bank account in India, such income shall not be taxable.

Any past untaxed profits shall not be considered to be the income of the current year in any status i.e.
ROR, NOR, NR.

Example

Mr. X had income of %3,00,000 in the year 2020-21 but he has not disclosed the income. It was detected in
the previous year 2023-24. In this case, it will not be considered to be income of 2023-24 in any status,
rather it will be considered to be income of the year 2020-21.

Ilustration 24: Determine the taxability of the following incomes in the hands of a resident and ordinarily
resident, resident but not ordinarily resident, and non-resident for the A.Y. 2024-25 —

Particulars Amount (3)

(1) Interest on UK Development Bonds, 50% of interest received in India 10,000
(2) Income from a business in Chennai (50% is received in India) 20,000
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(3) Profits on sale of shares of an Indian company received in London 20,000
(4) Profits on sale of plant at Germany 50% of profits are received in India 40,000
(5) Income earned from business in Germany which is controlled from Delhi (340,000 is 70,000
received in India)
(6) Profits from a business in Delhi but managed entirely from London 15,000
(7) Income from property in London deposited in a Indian Bank at London, brought to 50,000
India
(8) Interest for debentures in an Indian company received in London. 12,000
(9) Fees for technical services rendered in India but received in London 8,000
(10) Profits from a business in Bombay managed from London 26,000
(11) Pension for services rendered in India but received in Burma 4,000
(12) Income from property situated in Pakistan received there 16,000
(13) Past foreign untaxed income brought to India during the previous year 5,000
(14) Income from agricultural land in Nepal received there and then brought to India 18,000
(15) Income from profession in Kenya which was set up in India, received there but spent 5,000
in India
(16) Gift received on the occasion of his wedding 20,000
(17) Interest on savings bank deposit in State Bank of India 10,000
(18) Income from a business in Russia, controlled from Russia 20,000
(19) Agricultural income from a land in Rajasthan 15,000
Solution: Computation of Gross Total Income for the A.Y.2024-25
Particulars Resident and Resident but not Non
ordinarily resident | ordinarily resident | resident
L L L
(1) Interest on UK Development Bonds, 50% of 10,000 5,000 5,000
interest received in India
(2) Income from a business in Chennai (50% is 20,000 20,000 20,000
received in India)
(3) Profits on sale of shares of an Indian company 20,000 20,000 20,000
received in London
(4) Profits on sale of plant at Germany 50% of 40,000 20,000 20,000
profits are received in India
(5) Income earned from business in Germany 70,000 70,000 40,000
which is controlled from Delhi, out of which
40,000 1s received in India
(6) Profits from a business in Delhi but managed 15,000 15,000 15,000
entirely from London
(7) Income from property in London deposited in 50,000 - -
a Bank at London, later on remitted to India
(8) Interest for debentures in an Indian company 12,000 12,000 12,000
received in London.
(9) Fees for technical services rendered in India 8,000 8,000 8,000
but received in London
(10) Profits from a business in Bombay managed 26,000 26,000 26,000
from London
(11) Pension for services rendered in India but 4,000 4,000 4,000
received in Burma
(12) Income from property situated in Pakistan 16,000 - -
received there
(13) Past foreign untaxed income brought to India - - -
during the previous year
(14) Income from agricultural land in Nepal 18,000 - -
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received there and then brought to India
(15) Income from profession in Kenya which was
set up in India, received there but spent in India
(16) Gift received on the occasion of his wedding
[not an income]
(17) Interest on savings bank deposit in State
Bank of India
(18) Income from a business in Russia, controlled
from Russia
(19) Agricultural income from a land in Rajasthan
[it is exempt u/s 10(1)]

Gross Total Income

5,000

10,000

20,000

3,44,000

5,000

10,000

2,15,000

106

1,80,000
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MULTIPLE CHOICE QUESTIONS

1. If Anirudh has stayed in India in the P.Y. 2023-24 for 181 days, and he is non-resident in 9 out of 10
years immediately preceding the current previous year and he has stayed in India for 365 days in all
in the 4 years immediately preceding the current previous year and 420 days in all in the 7 years
immediately preceding the current previous year, his residential status for the A.Y.2024-25 would be-
(a) Resident and ordinarily resident

(b) Resident but not ordinarily resident

(c) Non-resident

(d) Cannot be ascertained with the given information

2. Raman was employed in Hindustan Lever Ltd. He received a salary of 340,000 p.m. from 1.4.2023
to 27.9.2023. He resigned and left for Dubai for the first time on 1.10.2023 and got salary of rupee
equivalent of ¥80,000 p.m. from 1.10.2023 to 31.3.2024. His salary for October to December 2023 was
credited in his Dubai bank account and the salary for January to March 2024 was credited in his
Bombay account directly. He is liable to tax in respect of -

(a) Income received in India from Hindustan Lever Ltd;

(b) Income received in India and in Dubai;

(¢) Income received in India from Hindustan Lever Ltd. and income directly credited in India;

(d) Income received in Dubai

3. A company would be a resident in India for the P.Y. 2023-24, if

(a) it is an Indian company

(b) during the year, majority of its directors are resident in India

(c) during the year, its Place of Effective Management is in India

(d) both (a) and (¢)

4. Income accruing in London and received there is taxable in India in the case of-

(a) resident and ordinarily resident only

(b) both resident and ordinarily resident and resident but not ordinarily resident

(c) both resident and non-resident

(d) non-resident

5. Incomes which accrue or arise outside India but received directly in India are taxable in case of-

(a) resident and ordinarily resident only

(b) both resident and ordinarily resident and resident but not ordinarily resident

(c) non-resident

(d) All the above

6. Income earned from a contract negotiated by an agent in India in the name of a non-resident and
approved by such non-resident shall:

(a) be taxable in India as such income is deemed to accrue or arise in India

(b) not be taxable in India as there is no business connection in India

(c) be taxable in India only if it is received in India

(d) not taxable in India as such income accrues or arises outside India

7. Fees for technical services paid by the Central Government will be taxable in case of —

(a) resident and ordinarily resident only

(b) both resident and ordinarily resident and resident but not ordinarily resident

(c) non-resident

(d) All the above

8. Short term capital gains on sale of shares of an Indian company received in Australia is taxable in
case of—

(a) resident and ordinarily resident only

(b) both resident and ordinarily resident and resident but not ordinarily resident

(¢) non-resident only

(d) All the above

9. Income from a business in Canada, controlled from Canada is taxable in case of —

(a) resident and ordinarily resident only
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(b) both resident and ordinarily resident and resident but not ordinarily resident

(c) non-resident

(d) All the above

10. Income from Australian company received in Australia in the year 2022, brought to India during
the previous year 2023-24 is taxable in case of —

(a) resident and ordinarily resident only

(b) resident but not ordinarily resident

(c) non-resident

(d) None of the above

11. If Mr. Akash has stayed in India in the P.Y. 2023-24 for 100 days, and he is non-resident in 9 out
of 10 years immediately preceding the current previous year and he has stayed in India for 365 days
in all in the 4 years immediately preceding the current previous year and 730 days in all in the 7 years
immediately preceding the current previous year, his residential status for the A.Y.2024 - 25 would
be-

(a) Resident and ordinarily resident

(b) Resident but not ordinarily resident

(c) Non-resident

(d) Cannot be ascertained with the given information

12. If Mr. A has stayed in India in the P.Y. 2023-24 for 100 days, and he is non-resident in 8 out of 10
years immediately preceding the current previous year and he has stayed in India for 365 days in all
in the 4 years immediately preceding the current previous year and 710 days in all in the 7 years
immediately preceding the current previous year, his residential status for the A.Y.2024 - 25 would
be-

(a) Resident and ordinarily resident

(b) Resident but not ordinarily resident

(c) Non-resident

(d) Cannot be ascertained with the given information

13. Mr. A, a Canadian citizen, comes to India for the first time during the P.Y. 2019-20. He was in
India during 2019-20- 55 days, 2020-21 — 60 days, 2021-22 — 90 days, 2022-23 — 150 days, 2023-24 — 70
days. Residential status for the previous year 2023-24 shall be

(a) Resident and ordinarily resident

(b) Resident but not ordinarily resident

(c) Non-resident

(d) Cannot be ascertained with the given information

14. Karta of one HUF comes to India every year for minimum 10 days and maximum 104 days,
residential status of HUF shall be

(a) Resident and ordinarily resident

(b) Resident but not ordinarily resident

(c) Non-resident

(d) Cannot be ascertained with the given information

15. ABC Ltd. an Indian company has most of its business outside India and also control and
management outside India. Residential status of company shall be

(a) Resident

(b) Resident but not ordinarily resident

(c) Non-resident

(d) None of the above

16. A Korean company received 20 lakhs from a non — resident for use of patent for a business in
India is

(a) taxable in India

(b) not taxable in India

(c) None of the above

17. A non-resident received %15 lakhs from a Foreign Company outside India, it is

(a) taxable in India
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(b) not taxable in India

(c) partly taxable in India

(d) None of the above

18. John is a foreign citizen born in USA. His father was born in Delhi in 1960 and his grand-father
was born in Lahore in 1935 but his mother was born in UK in 1963. John came to India for the first
time on 1st June, 2023 and stayed in India for 183 days and then left for USA. His residential status
for the A.Y. 2024-25 shall be :

(a) Resident and ordinarily resident

(b) Resident but not ordinarily resident

(c) Non-resident

(d) Foreign National

19. The following income of Ms. Nargis who is a non-resident shall be included in her total income:

(i) Salary for 2 months received in Delhi ¥40,000.

(ii) Interest on Savings Bank Account in Mumbai 2,100.

(iii) Agricultural income in Bangladesh and Invested in shares in Bangladesh.

(iv) Amount brought into India out of past non-taxed profits earned in USA.

(a) (1), (iii) and (iv)

(b) (1) and (i1)

(c) (1), (i1) and (iv)

(d) All the four above

20. The income earned during the previous year is subject to tax under the Act on the basis of
residential status of an assessee. However, the residential status of an assessee ........cceeeeescnreen every
year.

(a) will not change

(b) will certainly change

(c) may change

(d) None of the above

21. Mr. Rajiv, born and brought up in India left for employment in Belgium on 15-10-2023. He has
never gone out of India, previously. What is his residential status for the assessment year 2024-25?

(a) Non-resident

(b) Not ordinarily resident

(c) Resident and ordinarily resident in India

(d) Indian citizen

22. Mr. Ramji (age 55) is Karta of HUF doing textile business at Nagur. Mr. Ramji is residing in
Dubai for the past 10 years and visited India for 20 days every year for filing the income tax return of
HUF. His two major sons take care of the day to day affairs of the business in India. The residential
status of HUF for the assessment year 2024-25 is :

(a) Non-resident

(b) Resident and ordinarily resident in India

(c) Not ordinarily resident

(d) None of the above

23. Past untaxed profit of the previous year 2018-19 brought to India in 2023-24 is chargeable to tax in
the assessment year 2024-25 in the hands of

(a) All the assessees

(b) Resident and ordinarily resident in India

(¢) Non-resident in India

(d) None of the above.

24. Total income of a person is determined on the basis of his

(a) Residential status in India

(b) Citizenship in India

(c) Both (a) and (b) above

(d) None of the above.
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25. Alpha Ltd. is an Indian company. It carries its business in Delhi and London. Total control and
management of the company is situated in London. More than 85% of its business income is from the
business in England. If so, its residential status will be —

(a) Resident

(b) Non-resident

(c) Not ordinarily resident

(d) Foreign company.

Answer:
1. (b); 2. (b); 3. (d); 4. (a); 5. (d); 6. (a); 7. (d); 8. (d); 9. (a); 10. (d); 11. (b); 12. (b); 13. (c); 14. (b); 15. (a);
16. (a); 17. (b); 18. (b); 19. (b); 20. (c); 21. (c); 22. (c); 23. (d); 24. (a); 25. (a)
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PRACTICE PROBLEMS

TOTAL PROBLEMS 24
Problem 1 TO 10

Determine residential status of Mr. X for the assessment year 2024-25, who stays in India during various
financial years asunder:

Previous 1 2 3 4 5 6 7 8 9 10
Years

2023-24 65 183 181 69 300 70 72 95 180 93
2022-23 91 90 87 110 97 99 94 92 91 90
2021-22 190 78 98 91 103 104 101 100 99 80
2020-21 89 120 189 196 110 98 97 96 95 90
2019-20 87 91 92 93 94 95 94 93 92 100
2018-19 86 99 92 95 99 100 101 100 99 90
2017-18 84 66 93 94 365 210 209 208 207 80
2016-17 105 210 91 93 — 0 91 92 91 90
2015-16 110 110 92 92 362 300 200 100 — 100
2014-15 112 94 93 91 10 99 88 77 66 110
2013-14 100 96 91 90 310 100 99 92 94 120
2012-13 91 199 90 89 210 92 94 96 98 130
2011-12 94 81 89 8 92 80 70 60 50 100
2010-11 97 82 88 87 88 55 65 75 85 80
2009-10 99 83 87 86 84 40 50 60 70 60
Answer = (1) ROR; (2) ROR; (3) ROR; (4) ROR; (5) ROR; (6) NOR; (7) ROR; (8) ROR; (9) ROR; (10)
NR

Problem 11.

Mr. X, a citizen of USA, has come to India for the first time on 01.07.2019. The particulars of his arrival and
departure are as given below:

Date of arrival Date of departure

01.07.2019 11.12.2019
27.03.2020 21.07.2020
10.09.2020 01.03.2021
01.01.2022 23.09.2022
01.02.2023 01.07.2023
11.02.2024 —

Determine his residential status for various years.

Answer =

2019-20 — Non-Resident (NR)

2020-21 — Resident but not ordinarily resident (NOR)
2021-22 — Resident but not ordinarily resident (NOR)
2022-23 — Resident but not ordinarily resident (NOR)
2023-24— Resident and ordinarily resident (ROR)

Problem 12.
Mr. X, a citizen of U.K., has come to India for the first time on 01.07.2019. The particulars of his arrival and
departure are as given below:

Date of arrival Date of departure

01.07.2019 07.09.2019
01.01.2020 08.03.2020
11.07.2020 20.09.2020
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10.02.2021 09.05.2021
01.01.2022 20.05.2022
11.03.2023 21.06.2023
27.03.2024 —

Determine his residential status for various years.
Answer = 2019-20 — Non-Resident (NR)
2020-21 — Non-Resident (NR)
2021-22 — Non-Resident (NR)
2022-23 — Resident but not ordinarily resident (NOR)
2023-24 — Resident but not ordinarily resident (NOR)

Problem 13.

Mr. X goes out of India every year for 274 days.

Determine his residential status for the previous year 2023-24.
Answer = Resident but not ordinarily resident (NOR)

Problem 14.

Mr. X, a citizen of Japan, has come to India for the first time on 01.10.2023 for 200 days.
Determine his residential status for the assessment year 2024-25.

Answer = Resident but not ordinarily resident (NOR)

Problem 15.

Mr. X, a citizen of U.K. came to India for the first time on 01.07.2013 in connection with his employment.
He left India on 01.11.2022 for taking up a job in USA. He again came to India on 01.01.2024 on a visit and
left India on 01.03.2024.

Determine his residential status for the assessment year 2024-25.

Answer = Resident and ordinarily resident (ROR)

Problem 16.

Mr. X, a German citizen, came to India on 23.05.2022 and left India on 30.05.2023.

Determine his residential status for the assessment year 2023-24, 2024-25.

Answer = Assessment Year 2023-24: Resident but not ordinarily resident (NOR)
Assessment Year 2024-25: Non- Resident (NR)

Problem 17.

Mr. X, a citizen of India, is employed in Soliton Technologies, an Indian company. His employer has
transferred him to his branch in Japan. Mr. X left India on 29.09.2023 for his new posting in Japan.
Determine his residential status for the assessment year 2024-25.

Prior to this, Mr. X was posted outside India for 11 months in the previous year 2018-19 and for 10.5
months in the year 2014-15.

Answer = Resident and ordinarily resident (ROR)

Problem 18.

Dr. Reddy’s Labs is an Indian company and has borrowed funds from Bank of America, New York for
investing it in one of its projects in USA. In this case, interest paid by Dr. Reddy’s Labs to Bank of America
shall be accruing/arising

Answer = Outside India

Problem 19.
Calculate taxable income of an individual on the basis of the following informations, for the assessment year
2024-25, if he is:

(a) Ordinarily Resident

(b) Not Ordinarily Resident; and
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(¢) Non-Resident

(i) Profit from business in Japan received in India.

(i1) Income from agriculture in Pakistan — it is all spent on the education of children there
(ii1) Income accrued in India but received in England

(iv) Income from house property in Pakistan deposited in a bank there

113

4
10,000
5,000
10,000
2,000

(v) Profits of business in America deposited in a bank there. This business is controlled from India 50,000

(vi) Profits earned from business in Meerut
(vii) Past untaxed foreign income brought into India during the previous year
(Presume that all the incomes are computed incomes)
Answer: Taxable Income: Resident and ordinarily resident (ROR): 289,000;
Resident but not ordinarily resident (NOR) : 82,000;
Non-Resident (NR) : 332,000

Problem 20.
Mr. X earns the following income during the previous year 2023-24.
Compute his gross total income for assessment year 2024-25 if he is
(i) resident and ordinarily resident.
(i1) resident but not ordinarily resident.
(iii) non-resident.
(1) Income from agricultural land in Bhutan received there and remitted to India later on
(2) Pension for service rendered in India, but received in Paris
(3) Past untaxed profits of 2022-23 brought into India in 2023-24
(4) Profits from business in Paris, deposited in bank there
(5) Profits from business in Canada, controlled from India, profits received there
(6) Interest on saving bank deposit in Punjab National Bank, in India
(7) Capital gain on sale of a house in Delhi, amount received in Paris
Answer:  Resident and ordinarily resident (ROR): %5,50,000
Resident but not ordinarily resident (NOR): %4,10,000
Non-Resident (NR): %2,35,000

Problem 21.
Mr. X earns the following income during the previous year 2023-24.
Compute his Gross total income for assessment year 2024-25 if he is
(i) resident and ordinarily resident.
(i1) resident but not ordinarily resident.
(ii1) non-resident.
(1) Profit on sale of machinery in India, but received in Japan
(2) Profits from business in Bombay, managed from Japan
(3) Profits from business in Japan, managed from there, received there
(4) Income from house property in India
(5) Income from property in Japan and received there
(6) Income from agriculture in Japan being invested there
(7) Fees for technical services rendered in India but received in Japan
(8) Interest on Government securities accrued in India but received in Japan
(9) Interest on Japan Government securities, received in India
(Presume that all the incomes are computed incomes)
Answer: Resident and ordinarily resident (ROR): 310,50,000
Resident but not ordinarily resident (NOR): %6,80,000
Non-Resident (NR): 26,80,000

12,000
10,000

4
40,000
15,000
50,000
1,00,000
1,75,000

20,000
2,00,000

3
1,20,000
2,25,000
1,45,000
1,50,000
1,50,000

75,000
65,000
80,000
40,000
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Problem 22.

Mr. X earns the following incomes during the financial year 2023-24. 3
(1) Profits from a business in Japan, controlled from India, half of the profits received in India 60,000
(2) Income from agriculture in Nepal, brought to India 10,000
(3) Income u/h house property in Bombay, received in UK 1,70,000
(4) Income u/h house property in USA, received there but subsequently remitted to India 2,20,000
(5) Income u/h house property in USA, received there (350,000 remitted in India) 1,00,000
(6) Salary received in India for services rendered in USA 60,000
(7) Income from profession in Paris, which was set up in India, received in Paris 90,000
(8) Interest from deposit with an Indian company, received in Japan 19,000
(9) Income from profession in Bombay received in Paris 39,000
(10) Profits of business in Iran, deposited in a bank there, business controlled from India

(out 0f %4,80,000, X 1,00,000 is remitted in India) 4,80,000
(11) Interest on German development bonds, half of which is received in India 12,000
(12) Income under the head house property in Canada, one-fifth is received in India 50,000

(Presume all the above incomes are computed income i.e. all the exemptions and deductions have already
been allowed)
Determine the gross total income of Mr. X if he is
(i) resident and ordinarily resident,
(i) resident but not ordinarily resident,
(ii1) non-resident in India during the financial year 2023-24.
Answer: Resident and ordinarily resident (ROR): ¥13,10,000
Resident but not ordinarily resident (NOR): %9,34,000
Non-Resident (NR): %3,34,000

Problem 23.

Mr. X is a citizen of India and is employed in ABC Ltd and is getting a salary of 360,000 p.m. He purchased
one building in India on 1% May, 2023 for 210,00,000 and its market value is 22,00,000 and value for the
purpose of charging stamp duty is ¥13,00,000. He purchased gold for X8,00,000 and its market value is
%11,00,000. He was transferred out of India w.e.f. 15 Sept, 2023 and he left India on 1% Sept, 2023 and one
of his friend gifted him one colour TV on this occasion, market value %1,00,000.

He has gone out of India in earlier years also.

P.Y. 2022-23 100 days

P.Y.2021-22 200 days

He visited India from 01.02.2024 to 14.02.2024 and salary for January, 2024 was received in India.

He has purchased one house property in USA in December 2023 and sold in March 2024 and there were
short term capital gain of 36,00,000 and the amount was received in USA.

Compute his tax liability for the A.Y.2024-25.

Answer: Tax Liability: 348,360

Problem 24.

Mrs. X is employed in ABC Ltd in India and she is an American citizen and is getting a salary of 32,00,000
p.m.

She received gift of one painting in India from her friend on 01.07.2023 and its market value is ¥49,000 and
she also received gift in cash of ¥49,000 from the same friend and gift of immovable property with value for
the purpose of charging stamp duty is ¥51,000 from the same friend.

She purchased UK Development bond and interest equivalent of ¥2,00,000 was received in USA.

She visited USA for 182 days during P.Y.2023-24.

In the earlier year her stay in India was

P.Y. 2022-23 110 days

P.Y.2021-22 120 days



P.Y. 2020-21
P.Y.2019-20
P.Y.2018-19
P.Y.2017-18
P.Y.2016-17

Residential Status & Scope of Total Income

300 days
182 days
185 days
200 days
300 days

Compute her tax liability in India for the A.Y. 2024-25.
Answer: Tax Liability: 34,99,510
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SOLUTIONS

PRACTICE PROBLEMS

Solution 1:

2023-24 Resident

2022-23 Resident

2021-22 Resident

2020-21 Non-Resident

2019-20 Resident

2018-19 Resident

2017-18 Resident

2016-17 Resident

2015-16 Resident

2014-15 Resident

2013-14 Resident

Total stay in 7 years preceding the relevant previous year is 732 days.

Since the assessee is not able to comply with any of the conditions of section 6(6)(a), as listed below, he will
be considered to be ROR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Solution 2:

2023-24 Resident

2022-23 Resident

2021-22 Resident

2020-21 Resident

2019-20 Resident

2018-19 Resident

2017-18 Resident

2016-17 Resident

2015-16 Resident

2014-15 Resident

2013-14 Resident

Total stay in 7 years preceding the relevant previous year is 754 days.

Since the assessee is not able to comply with any of the conditions of section 6(6)(a), as listed below, he will
be considered to be ROR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.
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Solution 3:

2023-24 Resident

2022-23 Resident

2021-22 Resident

2020-21 Resident

2019-20 Resident

2018-19 Resident

2017-18 Resident

2016-17 Resident

2015-16 Non-Resident

2014-15 Non-Resident

2013-14 Non-Resident

Total stay in 7 years preceding the relevant previous year is 742 days.

Since the assessee is not able to comply with any of the conditions of section 6(6)(a), as listed below, he will
be considered to be ROR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Solution 4:

2023-24 Resident

2022-23 Resident

2021-22 Resident

2020-21 Resident

2019-20 Resident

2018-19 Resident

2017-18 Resident

2016-17 Non-Resident

2015-16 Non-Resident

2014-15 Non-Resident

2013-14 Non-Resident

Total stay in 7 years preceding the relevant previous year is 772 days.

Since the assessee is not able to comply with any of the conditions of section 6(6)(a), as listed below, he will
be considered to be ROR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Solution 5:

2023-24 Resident
2022-23 Resident
2021-22 Resident
2020-21 Resident
2019-20 Resident
2018-19 Resident
2017-18 Resident
2016-17 Non-Resident
2015-16 Resident
2014-15 Non-Resident
2013-14 Resident
Total stay in 7 years preceding the relevant previous year is 868 days.
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Since the assessee is not able to comply with any of the conditions of section 6(6)(a), as listed below, he will
be considered to be ROR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Solution 6:

2023-24 Resident

2022-23 Resident

2021-22 Resident

2020-21 Resident

2019-20 Resident

2018-19 Resident

2017-18 Resident

2016-17 Non-Resident

2015-16 Resident

2014-15 Non-Resident

2013-14 Non-Resident

Total stay in 7 years preceding the relevant previous year is 706 days.

Since the assessee is able to comply with any of the conditions of section 6(6)(a), as listed below, he will be
considered to be NOR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Solution 7:

2023-24 Resident

2022-23 Resident

2021-22 Resident

2020-21 Resident

2019-20 Resident

2018-19 Resident

2017-18 Resident

2016-17 Resident

2015-16 Resident

2014-15 Non-Resident

2013-14 Non-Resident

Total stay in 7 years preceding the relevant previous year is 787 days.

Since the assessee is not able to comply with any of the conditions of section 6(6)(a), as listed below, he will
be considered to be ROR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Solution 8:

2023-24 Resident
2022-23 Resident
2021-22 Resident
2020-21 Resident
2019-20 Resident
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2018-19 Resident

2017-18 Resident

2016-17 Resident

2015-16 Non-Resident

2014-15 Non-Resident

2013-14 Non-Resident

Total stay in 7 years preceding the relevant previous year is 781 days.

Since the assessee is not able to comply with any of the conditions of section 6(6)(a), as listed below, he will
be considered to be ROR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Solution 9:

2023-24 Resident

2022-23 Resident

2021-22 Resident

2020-21 Resident

2019-20 Resident

2018-19 Non-Resident

2017-18 Resident

2016-17 Non-Resident

2015-16 Non-Resident

2014-15 Non-Resident

2013-14 Non-Resident

Total stay in 7 years preceding the relevant previous year is 774 days.

Since the assessee is not able to comply with any of the conditions of section 6(6)(a), as listed below, he will
be considered to be ROR.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Solution 10:
Mr. X is in India for 60 days or more in 2023-24 but for less than 365 days in 4 years immediately preceding
2023-24, so he is non-resident in 2023-24.

Solution 11:

Stay of Mr. X in various years is as given below.

In P.Y. 2019-20

{July — 31, August — 31, September — 30, October — 31, November — 30, December — 11, March — 5}

Days of stay in India are 169, so Mr. X is non-resident.

In P.Y. 2020-21

{April — 30, May — 31, June — 30, July — 21, September — 21, October — 31, November — 30, December — 31,
January — 31, February — 28, March — 1}

Days of stay in India are 285. So, he is resident and also he is non-resident in at least 9 years out of 10 years
preceding the relevant previous year, hence he is NOR.

In P.Y. 2021-22

{January — 31, February — 28, March — 31}

Days of stay in India are 90. So, he is resident and also he is non-resident in at least 9 years out of 10 years
preceding the relevant previous year, hence he is NOR.

In P.Y. 2022-23
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{April — 30, May — 31, June — 30, July — 31, August — 31, September — 23, February — 28, March — 31}

Days of stay in India are 235. So, he is resident and also his stay during seven years preceding the relevant
previous year is 729 days or less, hence he is NOR.

In P.Y. 2023-24

{April — 30, May — 31, June — 30, July — 1, February — 19, March — 31}

Days of stay in India are 142 and during the previous 4 years his stay is for 365 days or more so he is
resident and also he is ROR because he is not able to fulfil any of the conditions of section 6(6)(a). i.e.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or

less.

Hence he is ROR .

Solution 12:

In P.Y. 2019-20

{July — 31, August — 31, September — 7, January — 31, February — 29, March — 8}

Days of stay in India are 137, so Mr. Daniel is non-resident.

In P.Y. 2020-21

{July — 21, August — 31, September — 20, February — 20, March — 31}

Days of stay in India are 123, so, he is non-resident.

In P.Y. 2021-22

{April — 30, May — 9, January — 31, February — 28, March — 31}

Days of stay in India are 129, so, he is non-resident.

In P.Y. 2022-23

{April — 30, May — 20, March — 21}

Days of stay in India are 71 and also he stays for 365 days or more during 4 years preceding the relevant
previous year and also he is able to comply with at least one of the conditions of section 6(6)(a) as given
below.

1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Hence he is NOR.

In P.Y. 2023-24

{April — 30, May — 31, June — 21, March — 5}

Days of stay in India are 87 and during the previous 4 years his stay is more than 365 days. So he is resident
but not ordinarily resident because he is able to fulfill at least one of the two condition given u/s 6(6)(a).

Solution 13:

Since he is out of India every year for 274 days so his days of stay in India are —

In 2023-24 92 Days

In 2022-23 91 Days

In2021-22 91 Days

In 2020-21 91 Days

In2019-20 92 Days

So his stay in India during the seven years immediately preceding the relevant previous year is less than 729
days, so he is resident but not ordinarily resident.

Solution 14:

Days of stay in India in P.Y. 2023-24 are 183.

{October — 31, November — 30, December — 31, January — 31, February — 29, March — 31}

So he is resident and also he will be able to comply with at least one of the conditions of section 6(6)(a) as
given below.
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1. He is non resident in India in at least nine out of ten previous years preceding that year.

or

2. He has during the seven previous years preceding that year been in India for a period of 729 days or
less.

Hence he is NOR.

Solution 15:

His days of stay in India are as under —

In P.Y. 2013-14 274 days

{July — 31, August — 31, September — 30, October — 31, November — 30, December — 31, January — 31,
February — 28, March — 31}

In P.Y. 2014-15 365

In P.Y. 2015-16 366

In P.Y. 2016-17 365

In P.Y. 2017-18 365

In P.Y. 2018-19 365

In P.Y. 2019-20 366

In P.Y. 2020-21 365

In P.Y. 2021-22 365

In P.Y. 2022-23 215

{April — 30, May — 31, June — 30, July — 31, August — 31, September — 30, October — 31, November — 1}

In P.Y. 2023-24 61

{January — 31, February — 29, March — 1}

He is resident in 2023-24 but he is not able to comply with any of the conditions of section 6(6)(a) hence he
is resident and ordinarily resident.

Solution 16:

His days of stay in India in year 2022-23 are 313.

{May — 9, June — 30, July — 31, August — 31, September — 30, October — 31, November — 30, December —
31, January — 31, February — 28, March — 31}

So he is resident and he is also able to comply with one of the condition of section 6(6)(a) hence he will be
considered to be resident but not ordinarily resident.

His days of stay in India in 2023-24 are 60.

{April — 30 and May — 30}

So he is non—resident in the year 2023-24.

Solution 17:

His days of stay in India during 2023-24 are 182.

{April — 30, May — 31, June — 30, July — 31, August — 31, September — 29}

So Mr. X is resident in previous year 2023-24 and also he is not able to comply with any of the conditions of
section 6(6)(a) hence he will be considered to be ROR.

Solution 18:

It will be accruing arising abroad because if any loan has been taken by a person resident in India from
outside India then interest income shall be accruing arising in India only if such resident has utilized the loan
amount in India.

Solution 19:

Particulars ROR NOR NR
(1) Income accruing/arising outside India but received in India 10,000 10,000 | 10,000
(i1) Income accruing/arising outside India and also received abroad. 5,000
(ii1) Income accruing/arising in India 10,000 10,000 | 10,000
(iv) Income accruing/arising outside India and also received abroad. 2,000
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(v) Income accruing/arising outside India and also received outside India but | 50,000 50,000 | --------
from a business controlled from India
(vi) Income accruing/arising in India 12,000 12,000 | 12,000
(vii) Pastprofits | e | e | meoeee-
Taxable Income 89,000 82,000 [ 32,000
Solution 20:
Particulars ROR NOR NR
(1) Income accruing/arising outside India and received outside India 40,000
(2) Income accruing/arising in India 15,000 15,000 15,000
(3) Past profits
(4) Income accruing/arising and received outside India 1,00,000
(5) Income accruing/arising and received outside India, but business 1,75,000 | 1,75,000 |  -------
controlled from India
(6) Income deemed to be accruing/ arising in India 20,000 20,000 20,000
(7) Income deemed to be accruing/ arising in India 2,00,000 | 2,00,000 | 2,00,000
Gross Total Income 5,50,000 | 4,10,000 | 2,35,000
Solution 21:
Particulars ROR NOR NR
(1) Income accruing /arising in India 1,20,000 | 1,20,000 | 1,20,000
(2) Income accruing/arising in India 2,25,000 | 2,25,000 | 2,25,000
(3) Income accruing/arising and received outside India 1,45,000
(4) Income accruing/arising in India 1,50,000 | 1,50,000 | 1,50,000
(5) Income accruing/arising outside India and received outside India 1,50,000
(6) Income accruing/arising outside India and received outside India 75,000
(7) Income accruing/arising in India 65,000 65,000 65,000
(8) Income accruing/arising in India 80,000 80,000 80,000
(9) Income received in India 40,000 40,000 40,000
Gross Total Income 10,50,000 | 6,80,000 | 6,80,000
Solution 22:
ROR NOR NR
(1) Income accruing/arising outside India from a business controlled in 60,000 60,000 30,000
India, half of the income received in India
(2) Income accruing/arising outside India and received outside India 10,000
(3) Income accruing/arising in India 1,70,000 | 1,70,000 | 1,70,000
(4) Income accruing/arising outside India and received outside India 2,20,000
(5) Income accruing/arising outside India and received outside India 1,00,000
(6) Income received in India 60,000 60,000 60,000
(7) Income accruing/arising and received outside India, but profession 90,000 90,000 | ------
set up in India
(8) Income accruing/arising in India 19,000 19,000 19,000
(9) Income accruing/arising in India 39,000 39,000 39,000
(10) Income accruing/arising outside India and received outside India, | 4,80,000 | 4,80,000 | ------
but business controlled from India
(11) Income accruing/arising outside India, half received outside India 12,000 6,000 6,000
and half in India
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(12) Income accruing/arising outside India, 4/5'" received outside India 50,000 10,000 10,000
and 1/5" in India

Gross Total Income 13,10,000 | 9,34,000 | 3,34,000

Solution 23:
Since Mr. X is covered in special category and will be resident, if his stay in India in relevant previous year
is 182 days or more, hence Mr. X is a non—resident as his stay in India is less than 182 days and his income

taxable in India shall be 4
Income under the head Salary

Income accruing/arising in India 3,00,000.00
(60,000 x 5)

Income received in India 60,000.00
(60,000 x 1)

Gross Salary 3,60,000.00
Less: Standard Deduction u/s 16(ia) (50,000.00)
Gross Salary 3,10,000.00
Income under the head Other Sources

Gift of gold (X11,00,000 —X8,00,000) 3,00,000.00
Gift of building (%13,00,000 —%10,00,000) 3,00,000.00
Income under the head Other Sources 6,00,000.00
Gross Total Income 9,10,000.00
Less: Deduction under Chapter VI-A Nil
Total Income 9,10,000.00
Computation of Tax Liability

Tax on %9,10,000 at slab rate 46,500.00
Add: HEC @ 4% 1,860.00
Tax Liability 48,360.00

Note: STCG is received in USA is not taxable in India as the assessee is a non-resident.

Solution 24:
In this case, Mrs. X stays in India for more than 182 days during the previous year 2023-24 and also she is
not able to comply with any of the conditions of section 6(6)(a), she will be considered to be ROR.

Her incomes taxable in India shall be 4
Income under the head Salary

Income accruing/arising in India 24.,00,000.00
(2,00,000 x 12)

Gross Salary 24,00,000.00
Less: Standard deduction u/s 16(ia) (50,000.00)
Income under the head Salary 23,50,000.00
Income under the head Other Sources

Gift from friend (immovable property) 51,000.00
Interest from UK Development bond 2,00,000.00
(Received in USA)

Income under the head Other Sources 2,51,000.00
Gross Total Income 26,01,000.00
Less: Deduction under Chapter VI-A Nil
Total Income 26,01,000.00
Computation of Tax Liability

Tax on ¥26,01,000 at slab rate 4,80,300.00
Add: HEC @ 4% 19,212.00
Tax Liability 4,99,512.00

Rounded off u/s 288B 4,99,510.00
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EXAMINATION QUESTIONS

NOV- 2022

Question 2(a) (6 Marks)
Mr. Sarthak, an individual and Indian citizen living abroad (Dubai), a tax haven, since year 2016 and
never came to India for a single day since then, earned the following incomes during previous year

2023-24:
PARTICULARS Amount
(in %)
(i) Income accrued and arised in Dubai not taxable in Dubai (being tax haven) 20,00,000
(i1) Income accrued and arised in India 5,00,000
(ii1) Income deemed to accrue and arise in India 8,00,000
@iv) Income arising in Dubai from a profession set up in India 10,00,000

[. Determine the residential status of Mr. Sarthak and taxable income for the previous year 2023-24

(assuming no other income arised during the previous year).

II. What would be your answer if income arising in Dubai from a profession set up in India is 32 lakhs

instead of 10 lakhs?

III. What would be your answer, if Mr. Sarthak born in Dubai and his parents were born in India?

Solution:

L

IL

III.

Mr. Sarthak is an Indian citizen living in Dubai since 2016 who never came to India for a single day
since then, he would be non-resident in India for the P.Y. 2023 -24 on the basis of number of days of his
stay in India as per section 6(1). However, since he is an Indian citizen having total income (excluding
income from foreign sources) of X 23 lakhs, which exceeds the threshold of ¥ 15 lakhs during the
previous year and not liable to tax in Dubai, he would be deemed resident in India for the P.Y. 2023-24
u/s 6(1A) and further u/s 6(6)(d), he will be NOR and his total income shall be as given below:

(i) Income accrued and arisen in Dubai (not taxable in case of an RNOR) Nil
(i1)) Income accrued and arisen in India (taxable) 5,00,000
(iii)) Income deemed to accrue or arise in India (taxable) 8,00,000
(iv) Income arising in Dubai from a profession set up in India 10,00,000
Total income 23,00,000
If income arising in Dubai from a profession set up in India is X 2 lakhs instead of X 10 lakhs, his total

income (excluding income from foreign sources) would be only X 15 lakhs. Since the same does not
exceed the threshold limit of X 15 lakhs, he would be non-resident and his total income would be only
%13 lakhs (X 5 lakhs + X 8 lakhs).

If Mr. Sarthak is born in Dubai and his parents were born in India, he would not be an Indian citizen,
but he may qualify as person of Indian origin. In such case, the provisions relating to deemed resident
would not apply to him. Accordingly, he would be non-resident in India during the P.Y. 2023-24 and
his total income would be 13 lakhs.

DEC - 2021

Question 2(a) (modified) (5 Marks)
Examine the tax implications of the following transactions for the assessment year 2024-25: (Give brief
reason)
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(1) Ms. Juhi, a non-resident in India is engaged in operations which are confined to purchase of goods in
India for the purpose of export. She has earned 32,50,000 during the previous year 2023-24.

(i) Mr. Naveen, a non-resident in India, has earned %3,00,000 as royalty for a patent right made available to
Mr. Rakesh who is also a non-resident. Mr. Rakesh has utilized patent rights for development of a
product in India and 50% royalty is received in India and 50% outside India.

(iii) Mr. James, a NRI, borrowed 10,00,000 on 01.04.2023 from Mr. Akash who is also non-resident and
invested such money in the shares of an Indian Company. Mr. Akash has received interest @ 12% per
annum.

Answer

(i) In the case of a non-resident, no income shall be deemed to accrue or arise in India to him through or
from operations which are confined to the purchase of goods in India for the purpose of export.

Thus, income of X 2,50,000 arising in the hands of Ms. Juhi would not be taxable in her hands in
India, since her operations are confined to purchase of goods in India for the purpose of export.

(ii) Royalty payable by a non-resident would be deemed to accrue or arise in India in the hands of the
recipient only when such royalty is payable in respect of any right, property or information used for
the purposes of a business or profession carried on by such non-resident in India or earning any
income from any source in India.

In the present case, since Mr. Rakesh, a non-resident, paid the royalty of ¥ 3,00,000 for a patent right
used for development of a product in India, the same would be taxable in India in the hands of the
recipient, Mr. Naveen, a non-resident, irrespective of the fact that only 50% of the royalty is received
in India.

(iii) Interest payable by a non-resident on the money borrowed for any purpose other than a business or
profession in India, would not be deemed to accrue or arise in India.

In the present case, since Mr. James, a non-resident borrowed the money for investment in shares of
an Indian company, the interest on such borrowing of ¥ 1,20,000 (% 10,00,000 x 12%) payable to Mr.
Akash, a non-resident would not be deemed to accrue or arise to him in India. Hence, the same would
not be taxable in India in the hands of Mr. Akash.

MAY -2021

Question 3(b) (4 Marks)
Mrs. Shruti is an Indian citizen, is currently in employment with an overseas company located in UAE.
During the previous year 2023-24, she comes to India for 157 days. She is in India for 200 days, 100 days,
76 days and 45 days in the financial years 2019-20, 2020-21, 2021-22 and 2022-23 respectively. Her annual
income for the previous year 2023-24 is as follows:

Particulars Amount

®)
Income from salary earned and received in UAE 2,00,000
Income earned and received from a house property situated in UAE 5,00,000
Income deemed to be accrued and arise in India 5,00,000

Income from retail business (accrued and received outside India, controlled from India) | 10,00,000

Income accrued and arise in India 3,00,000

Life insurance premium paid by cheque in India 1,50,000

Determine the residential status of Mrs. Shruti for the assessment year 2024-25. (Support your Answer with
computation)



Residential Status & Scope of Total Income 126

Answer:

Mrs. Shruti is an Indian citizen in employment in UAE and she comes on a visit to India during the
P.Y.2023-24, she is covered in special category and her total income other than income from foreign sources
is exceeding 15 lakh, she will be resident if her stay in India is 120 days or more and also for 365 days or
more during 4 years preceding the relevant previous year.

Stay in previous year 2023-24 is 157 days and during 4 years preceding previous year 2023-24 is 421 days
(200 + 100 + 76 + 45). She is resident and also as per section 6(6)(c) is NOR.

Working Note:

Computation of Total Income of Mrs. Shruti (excluding income from foreign sources)
Particulars 4
Income from salary earned and received in UAE (income from a foreign source, hence,

to be excluded) Nil
Income earned and received from a house property situated in UAE (income from a foreign

source, hence, to be excluded) Nil

Income deemed to accrue or arise in India 5,00,000

Income from retail business (to be included since the business is controlled from India,

even though such income accrues and is received outside India) 10,00,000

Income accrued and arising in India 3,00,000
18,00,000

Less: Deduction under chapter VI-A Nil

Total income (excluding income from foreign sources) 18,00,000

NOV -2020
Question 4 (a) (5 Marks)

Mr. Thomas, a non-resident and citizen of Japan entered into following transactions during the previous year
ended 31.03.2024. Examine the tax implications in the hands of Mr. Thomas for the Assessment Year 2024-
25 as per Income Tax Act, 1961. (Give brief reasoning)

(1) Interest received from Mr. Marshal, a non-resident outside India (The borrowed fund is used by Mr.
Marshal for investing in Indian company's debt fund for earning interest)

(2) Received %10 lakhs in Japan from a business enterprise in India for granting license for computer
software (not hardware Specific).

(3) He is also engaged in the business of running news agency and earned income of 210 lakhs from
collection of news and views in India for transmission outside India.

(4) He entered into an agreement with SKK & Co., a partnership firm for transfer of technical documents
and design and for providing. services relating thereto, to set up a Denim Jeans manufacturing plant, in
Surat (India). He charged 10 lakhs for these services from SKK & Co.

Solution:

(1) As per section 9, If loan has been taken by a non-resident, interest income shall be accruing / arising in
India only if loan amount has been utilised in India in business/profession but if loan amount is utilised in
any other source in India or it has been used outside India, interest income shall be accruing / arising abroad.
In the given case, loan amount is used for investing in Indian company debt fund for earning interest and
not for business purpose hence interest income shall not be considered to be accruing arising from India and
shall not be taxable in India.

(2) As per section 9, If any income is accruing and arising in India relating to royalty or technical fees etc., it
will be taxable in India even if the person receiving income is non-resident and even if such non-resident do
not have any Territorial Nexus with India i.e. such non-resident do not have a residence or place of business
or business connection in India and also the non-resident has not rendered services in India. In the given
case, income received for granting licence for computer software shall be deemed to be income accruing
arising in India and shall be taxable in India.

(3) As per section 9, If any non-resident has the business of running a news agency or_of publishing
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newspapers, magazines or _journals etc. outside India, no income shall be deemed to accrue or arise in
India to him from activities which are confined to the collection of news and views in India for transmission
out of India but if newspaper etc. is being sold in India, there will be business connection or if there is
telecasting or broadcasting of such news/views etc. in India, there will be business connection and income
shall be taxable to that extent.

In the given case, income is from transmission outside India hence income shall not be deemed to accrue
arise in India and shall not be taxable in India.

(4) As per section 9, income by way of fees for technical services payable by a person who is a non-
resident, where the fees are payable in respect of services utilised in a business or profession carried on by
such person in India or for the purposes of making or earning any income from any source in India.

In the given case, services utilized in a business in India hence income shall be accruing arising from India
and same shall be taxable in India.

MAY - 2019

Question 2 (a) (7 Marks)
The following are the income of Shri Subhash Chandra, a citizen of India for the previous year 2023-24:

(1) Income from business in India ¥ 2,00,000. The business is controlled from London and
% 60,000 were remitted to London.

(i1) Profits from business earned in Japan X 70,000 of which X 20,000 were received in India.
This business is controlled from India.

(i)  Untaxed income of % 1,30,000 for the year 2020-21 of a business in England which was
brought in India on 3™ March, 2024.

(iv)  Royalty of X 4,00,000 received from Shri Ramesh, a resident for technical service provided to
run a business outside India.

v) Agricultural income X 90,000 in Bhutan.

(vi)  Income of X 73,000 from house property in Dubai, which was deposited in bank at Dubai.

Compute Gross total income of Shri Subhash Chandra for the A.Y. 2024-25, if he is —
(D) A resident and Ordinarily Resident, and
) A resident and Not Ordinarily Resident

Solution 2(a) :

As per section 5, All Global Income of ROR shall be taxable in India but in case of NOR income accruing
arising in India or received in India shall be taxable in India. In case of NOR, income accruing / arising
aboard and received aboard but from a business controlled from India or from a profession which was set up
in India shall be taxable in India.

S.No. Particulars ROR NOR
(1) | Income from business in India, controlled from London 2,00,000 2,00,000
(i) | Profit from business in Japan, controlled from India 70,000 70,000
(ii1) | Past years untaxed foreign income brought to India - -
(iv) | Royalty Income from a resident for technical service to run business | 4,00,000 | 4,00,000
outside India (assumed amount received in India)

(v) | Agriculture Income from Bhutan (i.e. outside India) assumed received | 90,000 -
in Bhutan

(vi) | Income from house property in Dubai received in Dubai 73,000 -
Gross Total Income 8,33,000 6,70,000

Note: Student can take assumption that royalty received outside India, in such case royalty shall be
taxable in case of ROR only.
Note: In the above solution income of 73,000 is presumed to be computed income under the head
house property. Student can also presume such amount as rent received (as the amount is deposited in
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bank account) and standard deduction u/s 24(a) @ 30% shall be allowed from 73,000 and taxable
amount shall be 51,100.

MAY -2019
Question 2(a) Marks 4
Mr. Bachhan has provided the following details of his income for the year ended 31-3-2024.
Particulars 3
(1) Short term capital gains on sale of shares in Indian company received in Japan. 85,000

(2) Rent from property in Bangladesh deposited in a bank at Dhaka, later on remitted to
India through approved banking channels. 96,000

Compute his total income for the Assessment Year 2024-25 in case of he is:

(1) Resident and ordinarily resident;

(i)  Resident but not ordinarily resident; or

(iii)  Non-resident
Solution 2(a):
As per section 5, All Global Income of ROR shall be taxable in India but in case of NOR/NR income
accruing arising in India or received in India shall be taxable in India. In case of NOR, income accruing /
arising abroad and received abroad but from a business controlled from India or from a profession which
was set up in India shall be taxable in India.

S.No. Particulars ROR NOR NR

(1) Short term capital gains on sale of shares in Indian 85,000 85,000 85,000
company received in Japan (income accruing/arising
from India)

(i1) Rent from property in Bangladesh deposited in a bank 67,200 - -
at Dhaka, later on remitted to India through approved
banking channels (income accruing arising abroad
received abroad) (96,000 —30% of 96,000)

Gross Total Income 1,52,200 85,000 85,000
Less: Deduction under chapter VI-A - - -
Total Income 1,52,200 85,000 85,000
NOV -2014
Question 2(a). (5 Marks)

Mrs. X and Mrs. Y are sisters and they earned the following income during the Financial Year 2023-24.
Mrs. X is settled in Malaysia since 2018 and visits India for a month every year. Mrs. Y is settled in Indore
since her marriage in 2018. Compute the total income of Mrs. X and Mrs. Y for the assessment year 2024-
25:

Sl Particulars Mrs. X | Mrs. Y
No. g L

(1) Income from Profession in Malaysia, (set up in India) received there 15,000 -
(i1) Profit from business in Delhi, but managed directly from Malaysia 40,000 -

(iii) Rent (computed) from property in Malaysia deposited in a Bank at Malaysia, | 1,20,000 -
later on remitted to India through approved banking channels.

(iv) Cash gift received from a friend on Mrs. Y’s 50" birthday - | 51,000
v) Agricultural income from land in Maharashtra 7,500 4,000
(vi) Past foreign untaxed income brought to India 5,000 -
(vii) | Fees for technical services rendered in India received in Malaysia 25,000 -
(viii) | Income from a business in Pune (Mrs. X receives 50% of the income in India) 12,000 | 15,000

(ix) Interest on debentures in an Indian company (Mrs. X received the same in | 18,500 | 14,000




Residential Status & Scope of Total Income 129
Malaysia)
x) Short-term capital gain on sale of shares of an Indian company 15,000 | 25,500
(x1) Interest on Fixed Deposit with SBI in India 12,000 8,000
Solution: Computation of Total Income of Mrs. X and Mrs. Y for the A.Y. 2024-25
SL.No. | Particulars Mrs. X Mrs. Y
NR ROR
(1) Income from Profession in Malaysia, (set up in India) received - -
there
(i1) Profit from business in Delhi, but managed directly from Malaysia 40,000 -
(iii) Rent (computed) from property in Malaysia deposited in a Bank at - -
Malaysia, later on remitted to India through approved banking
channels.
(iv) Cash gift received from a friend on Mrs. Y’s 50" birthday - 51,000
v) Agricultural income from land in Maharashtra (exempt u/s 10(1)) - -
(vi) Past foreign untaxed income brought to India - -
(vii) Fees for technical services rendered in India received in Malaysia 25,000 -
(viii) | Income from a business in Pune (Mrs. X receives 50% of the 12,000 15,000
income in India)
(ix) Interest on debentures in an Indian company (Mrs. X received the 18,500 14,000
same in Malaysia)
x) Short-term capital gain on sale of shares of an Indian company 15,000 25,500
(xi) Interest on fixed deposit with SBI in India 12,000 8,000
Total Income 1,22,500 1,13,500
MAY -2013
Question 2(a). (4 Marks)

Mr. X and Mr. Y are brothers and they earned the following incomes during the financial year 2023-24.
Mr. X settled in America in the year 2018 and Mr. Y settled in Mumbai. Mr. X visits India for 20 days
every year. Mr. Y also visits America every year for a month. Compute their total income for the
Assessment year 2024-25 from the following information.

SL Particulars Mr. X Mr.Y

No. 3 3

1. Interest on American Development bonds, 50% of interest received in 46,000 18,000
India.

2. Short term capital gains on sale of shares of an Indian company 45,000 75,000
received in India.

3. Profit from a business in Mumbai, but managed directly from America. 10,000 -

4, Income from a business in Mumbai. 32,000 28,000

5. Fees for technical services rendered in America and received in America. | 1,50,000 -
The services were, however, utilized in India.

6. Interest on fixed deposit with State Bank of India, Mumbeai. 4,500 12,000

7. Income from house property at Mumbai. 67,200 38,500

Solution:

Computation of Total Income of Mr. X & Mr. Y for the A.Y. 2024-25

Sl Particulars Mr. X Mr.Y

No. NR ROR

®) Q)
1. Interest on American Development Bonds 23,000 18,000
2. | Short term capital gains on sale of shares of an Indian company 45,000 75,000
received in India
3. | Profit from a business in Mumbai but managed directly from America 10,000 -
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4. | Income from a business in Mumbai 32,000 28,000

5. | Fees for technical services rendered in America, and received in 1,50,000 -
America, but services utilized in India

6. Interest on fixed deposit with State Bank of India, Mumbai 4,500 12,000

7. | Income from house property at Mumbai 67,200 38,500
Total Income 3,31,700 1,71,500

MAY -2012
Question 2 (5 Marks)

Mr. X & Mr. Y are brothers and they earned the following incomes during the financial year 2023-24. Mr. X
settled in Canada in the year 2018 and Mr. Y settled in Delhi. Compute the total income for the assessment
year 2024-25.

SL Particulars Mr. X Mr.Y

No.

l. Interest on Canada Development Bond, (only 50% of interest 35,000 40,000
received in India)

2. Profit from a business in Nagpur, but managed directly from 1,00,000 1,40,000
London

3. Short term capital gain on sale of shares of an Indian 60,000 90,000
company received in India

4, Income from a business in Chennai 80,000 70,000

5. Fees for technical services rendered in India, but received in 1,00,000 | emee-
Canada

6. Interest on fixed deposit in UCO Bank, Delhi 7,000 12,000

7. Agricultural income from a land situated in Andhra Pradesh 55,000 45,000

8. Income under the head house property at Bhopal 1,00,000 60,000

Answer: Computation of Total Income of Mr. X and Mr. Y for the A.Y. 2024-25

SI. | Particulars Mr. X Mr.Y

No. Non-Resident ROR

1. | Interest on Canada Development Bond, (only 50% of interest received 17,500 40,000

in India)
2. | Profit from a business in Nagpur, but managed directly from London 1,00,000 1,40,000
3. | Short term capital gain on sale of shares of an Indian company 60,000 90,000
received in India

4, Income from a business in Chennai 80,000 70,000

5. | Fees for technical services rendered in India, but received in Canada 1,00,000 |  —-ee-

6. Interest on fixed bank deposit in UCO Bank, Delhi 7,000 12,000

7. | Agricultural income from a land situated in Andhra Pradesh | = ceeee- | -

8. | Income under the head house property at Bhopal 1,00,000 60,000

Total Income 4,64,500 4,12,000
Notes:

1. Agricultural income from a land situated in Andhra Pradesh (in India), is exempted under section 10(1) of
Income tax Act, 1961 in case of both non-resident and resident assessee.

MAY-2012 (3 Marks)

Discuss the correctness or otherwise of the statement — “Income deemed to accrue or arise in India to a non-
resident by way of interest, royalty and fees for technical services is to be taxed irrespective of territorial
nexus”.

Answer: As per section 9, if any non-resident has provided any patent right or any managerial, technical
services and such patent right etc. was used in India, in such cases any royalty or fee received by non-
resident shall be considered to be income accruing/arising in India and shall be taxable and it do not matter
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that the non-resident do not have residence or place of business or business connection in India i.e. there is
no territorial nexus or non-resident has not rendered services in India. E.g. If Suzuki Incorporation of Japan
a non-resident company has provided technical know-how in Japan to Maruti Udyog Limited for use in
India and has received X300,00,000 in this case, such income is deemed to be accruing/arising in India and is
taxable in India even if Suzuki Incorporation do not have any Territorial Nexus with India i.e. the company
do not have place of residence or place of business in India. Similarly if any loan was given by a non-
resident to some other non-resident and such other non-resident has utilized loan amount in India in
business/profession, interest received by the non-resident shall be considered to be his income
accruing/arising in India even if such non-resident do not have any territorial nexus with India.

MAY - 2011 (3 Marks)

Miss Vivitha paid a sum of 5000 USD to Mr. Kulasekhara, a management consultant practicing in Colombo,
specializing in project financing. The payment was made in Colombo. Mr. Kulasekhara is a non-resident.
The consultancy related to a project in India with possible Ceylonese collaboration. Is this payment
chargeable to tax in India in the hands of Mr. Kulasekhara, since the services were used in India?

Answer: As per section 9, if any non-resident has provided any patent right or any managerial, technical
services and such patent right etc. was used in India, in such cases any royalty or fee received by non-
resident shall be considered to be income accruing/arising in India and shall be taxable and it do not matter
that the non-resident do not have residence or place of business or business connection in India i.e. there is
no territorial nexus or non-resident has not rendered services in India. In the instant case, since the services
were utilized in India, the payment received by Mr. Kulasekhara, a non-resident, in Colombo is chargeable
to tax in his hands in India, as it is deemed to accrue or arise in India.

NOV — 2009 (4 Marks)

Determine the taxability of income of US based company ABC Ltd., in India on entering following
transactions during the financial year 2023-24:

(1) 5 lacs received from an Indian domestic company for providing technical know how in India.
(i1) %6 lacs from an Indian firm for conducting the feasibility study for the new project in Finland.
(iii) ¥4 lacs from a non-resident for use of patent for a business in India.

(iv) X8 lacs from a non-resident Indian for use of know how for a business in Singapore.

(v) %10 lacs for supply of manuals and designs for the business to be established in Singapore.
Explain the rate of tax applicable on taxable income for US based company, ABC Ltd., in India.
Answer: A non resident is chargeable to tax in India in respect of following incomes:

(i) Income received or deemed to be received in India.

(i1) Income accruing or arising or deemed to accrue or arise in India.

In view of the above provisions, taxability of income is determined in following manner:

S. No. Transaction details Amount (%)

(1) Amount received from an Indian domestic company for providing technical 5 Lacs
know how in India is taxable in India

(i1) Conducting the feasibility study for the new project in Finland for the Indian firm Nil
is not taxable in India as it is for the business outside India.

(i) Money received from a non resident for use of patent for a business in India is 4 Lacs
taxable in India

(iv) Money received from a non resident Indian for use of know-how for a business in Nil
Singapore is for the business outside India, therefore not taxable in India.

v) Payment received for supply of manuals and designs for the business to be Nil
established in Singapore is not taxable in India.
Total Income in India 9 Lacs

The basic normal rate applicable for the US based company who is a foreign company is 40% In case the
taxable income is more than 1 crore but upto X10 crore in the previous year, the surcharge @ 2% is
applicable. The HEC is payable @ 4%.
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INCOME UNDER THE HEAD
HOUSE PROPERTY

SECTION 22 TO 27

PARTICULARS SECTIONS
Income from house property—Chargeability and meaning of house property 22
Annual value—
House let out throughout the year/partly let out/partly vacant 23(1)

One house which is self-occupied 23(2)

House partly self-occupied/partly let out, may or may not be vacant 23(3)

More than one house which are self-occupied 23(4)
Municipal tax Proviso to sec 23(1)
Treatment of unrealised rent Explanation to 23(1)
Statutory Deduction/Standard Deduction 24(a)
Interest on capital borrowed 24(b)
Interest in case of loan taken from outside India 25
Recovery of unrealised rent / Arrears of rent 25A
Property owned by co-owners 26
Deemed ownership 27
Meaning of unrealised rent Rule 4

Chargeability of income under the head house property Section 22

Income from letting out of house property is chargeable to tax under the head House Property. If the income
is from sale or purchase of house property, it will be taxable under the head Capital Gains, however if the
sale or purchase is part of a business, income is taxable under the head Business/Profession.

House property shall include all types of house properties i.e. residential houses, shops, godowns, cinema
building, workshop building, hotel buildings etc.

The term house property shall include not only the buildings but also the lands appurtenant thereto i.e. the
term house property shall include even any open land which is part and parcel of the building. E.g. Mr. X
has one big house and it includes vast open area within its boundaries. The house has been let out at a rent of
%1,00,000 p.m., out of which rent of 325,000 p.m. is attributable to the open land. In this case, entire rental
income is taxable under the head house property.

If any person has let out only land, which is not essential part of any building, income is taxable under the
head other sources. E.g. Mr. X has one big piece of land which is let out for arranging exhibitions or for the
purpose of marriage parties etc., rent received or receivable is taxable under the head other sources (It is also
called vacant site lease rent). If any person has business of letting out of open land, income shall be taxable
under the head business profession

Income from property held as stock-in-trade/ from business of letting out house property
If any person is holding house property as stock-in-trade i.e. for sale/purchase of house property, income
shall be taxable under the head Business/Profession. Similarly if any person has business of letting out of
house property, income shall be taxable under the head Business/Profession. E.g. ABC Ltd. is holding 500
flats for the purpose of letting out, income shall be taxable under the head business/profession.
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If any person is holding house property for the purpose of sale/purchase but it has been let out for some
time, income shall be taxable under the head House Property.

Computation of Income under the head House Property

Gross Annual Value (GAY) [ ST
Less: Municipal Taxes L ST
Net Annual Value (NAYV) E S
Less:

Deduction allowed under section 24

- Statutory deduction / standard deduction @ 30% of NAV [Section 24(a)] L ST
- Interest on borrowed capital for construction etc. [Section 24(b)] L ST
Income under the head “House Property” L ST

Question 1: Write a note on computation of income of a house property which is let out throughout

the year.

Answer: As per section 23(1)(a)/(b), gross annual value i.e. reasonable rental value shall be computed in

the manner given below:

1. Compare Fair Rent and Municipal Valuation and select the higher.

2. Compare the rent so selected with Standard Rent and the lower of the two shall be considered to be
Expected Rent. (It is also called Annual Letting Value)

3. Compare Expected Rent with Rent Received or Receivable and the higher shall be considered to be Gross
Annual Value.

Fair rent i.e. the rent of similar types of buildings in the same locality.

Municipal valuation i.e. rental value determined by the municipality for the purpose of charging municipal

tax. It is also called rateable value.

Standard rent i.e. the highest possible rent as per Rent Control Act.

Rent received or receivable

Hlustration 1: Mr. X has one house property which is let out @ 80,000 p.m. Fair rent X 90,000 p.m.,

Municipal Valuation 70,000 p.m., Standard Rent 81,000 p.m. Municipal tax paid 260,000 and interest

paid on loan for construction of house property is X 50,000.

Compute his Income Tax Liability for A.Y 2024-25.

Solution: 3
Computation of income under the head House Property

Gross Annual Value 9,72,000.00
Working Note: g

(a) Fair Rent (90,000 x 12) 10,80,000

(b) Municipal Value (70,000 x 12) 8,40,000

(c) Higher of (a) or (b) 10,80,000

(d) Standard Rent (81,000 x 12) 9,72,000

(e) Expected Rent {Lower of ¢ or d} 9,72,000

(f) Rent received /receivable (80,000 x 12) 9,60,000

GAYV shall be higher of (e) or (f) 9,72,000

Less: Municipal Tax
Net Annual Value
Less: 30% of NAV u/s 24(a)

(60,000.00)
9,12,000.00

(2,73,600.00)

Less: Interest on capital borrowed u/s 24(b) (50,000.00)
Income under the head House Property 5,88,400.00
Gross Total Income 5,88,400.00
Less: Deduction under Chapter VI-A NIL
Total Income 5,88,400.00
Computation of Tax Liability

Tax on X5,88,400 at slab rate 14,420.00

Less: Rebate u/s 87A

(14,420.00)
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Tax before health and education cess Nil
Add: HEC @ 4% Nil
Tax Liability Nil

Hlustration 2: Mrs. X has let out one House property @ 362,000 p.m., Municipal Valuation 372,000 p.m.,
Fair Rent 290,000 p.m., Standard Rent 31,00,000 p.m., Municipal Tax paid 340,000 and Interest on loan
taken for construction 60,000

She has completed the age of 60 years on 31.03.2025.

Compute Income Tax Liability for the A.Y 2024-25.

Solution: £
Computation of income under the head House Property

Gross Annual Value 10,80,000.00
Working Note: 3

(a) Fair Rent (90,000 x 12) 10,80,000

(b) Municipal Value (72,000 x 12) 8,64,000

(c) Higher of (a) or (b) 10,80,000

(d) Standard Rent (1,00,000 x 12) 12,00,000

(e) Expected Rent {Lower of ¢ or d} 10,80,000

(f) Rent received /receivable (62,000 x 12) 7,44,000

GAV shall be higher of (e) or (f) 10,80,000

Less: Municipal Tax (40,000.00)
Net Annual Value 10,40,000.00
Less: 30% of NAV u/s 24(a) (3,12,000.00)
Less: Interest on capital borrowed u/s 24(b) (60,000.00)
Income from house property 6,68,000.00
Gross Total Income 6,68,000.00
Less: Deduction under Chapter VI-A NIL
Total Income 6,68,000.00
Computation of Tax Liability

Tax on 26,68,000 at slab rate 21,800.00
Less: Rebate u/s 87A (21,800.00)
Tax before health and education cess Nil
Add: HEC @ 4% Nil
Tax Liability Nil

Ilustration 3: Mr. X owns five houses in Chennai, all of which are let-out. Compute the GAV of each
house from the information given below —

Particulars House I House 11 House I11 House IV House V
Municipal Value 80,000 55,000 65,000 24,000 75,000
Fair Rent 90,000 60,000 65,000 25,000 80,000
Standard Rent N.A. 75,000 58,000 N.A. 78,000
Actual rent received/ receivable 72,000 72,000 60,000 30,000 72,000
Solution:
| GAV | 90,000 | 72,000 | 60,000 | 30,000 | 78,000

MAY -2012 (5 Marks)

Mr. X owns five houses at Cochin. Compute the gross annual value of each house from the information
given below:

House-I House-11 House-111 House-1V House -V
Municipal value 1,20,000 2,40,000 1,10,000 90,000 75,000
Fair rent 1,50,000 2,40,000 1,14,000 84,000 80,000
Standard rent 1,08,000 N.A. 1,44,000 N.A. 78,000
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Actual rent received/ 1,80,000 2,10,000 1,20,000 1,08,000 72,000
receivable
Answer:
House 1 3
Computation of Gross Annual Value
(a) Fair Rent 1,50,000
(b) Municipal Valuation 1,20,000
(c) Higher of (a) or (b) 1,50,000
(d) Standard Rent 1,08,000
(e) Expected Rent {Lower of (c) or (d)} 1,08,000
(f) Rent Received/Receivable 1,80,000
(g) Higher of (e) or (f) shall be GAV 1,80,000
House 11 4
Computation of Gross Annual Value
(a) Fair Rent 2,40,000
(b) Municipal Valuation 2,40,000
(c) Higher of (a) or (b) 2,40,000
(d) Standard Rent N.A
(e) Expected Rent {Lower of (c) or (d)} 2,40,000
(f) Rent Received/Receivable 2,10,000
(g) Higher of (e) or (f) shall be GAV 2,40,000
House 111 4
Computation of Gross Annual Value
(a) Fair Rent 1,14,000
(b) Municipal Valuation 1,10,000
(c) Higher of (a) or (b) 1,14,000
(d) Standard Rent 1,44,000
(e) Expected Rent {Lower of (c) or (d)} 1,14,000
(f) Rent Received/Receivable 1,20,000
(g) Higher of (e) or (f) shall be GAV 1,20,000
House IV i
Computation of Gross Annual Value
(a) Fair Rent 84,000
(b) Municipal Valuation 90,000
(c) Higher of (a) or (b) 90,000
(d) Standard Rent N.A
(e) Expected Rent {Lower of (c) or (d)} 90,000
(f) Rent Received/Receivable 1,08,000
(g) Higher of (e) or (f) shall be GAV 1,08,000
House V 3
Computation of Gross Annual Value
(a) Fair Rent 80,000
(b) Municipal Valuation 75,000
(c) Higher of (a) or (b) 80,000
(d) Standard Rent 78,000
(e) Expected Rent {Lower of (c) or (d)} 78,000
(f) Rent Received/Receivable 72,000
(g) Higher of (e) or (f) shall be GAV 78,000

Question 2: Explain deductibility of property taxes (municipal taxes).
Answer: Property Taxes (municipal taxes) Proviso to Section 23(1)

In order to maintain any particular town or city, there is always some authority and it is called local authority
e.g. MCD in Delhi and such authority is allowed to charge certain tax in connection with house property and
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such tax are called municipal tax or house tax or property tax. If an assessee has paid such tax, deduction
shall be allowed for the tax so paid from GAYV but if tax is due but not paid, deduction is not allowed.

If tax has been paid by the tenant, in that case tax shall not be allowed to be deducted.

Example

During the previous year 2023-24 municipality has levied taxes 320,000, but the assessee has paid X15,000.
In this case, amount allowed to be deducted is X15,000. In the next year, municipality has levied taxes of
%45,000 but the assessee has paid % 55,000 which includes %5,000 for the earlier year and %5,000 for the
subsequent year. In this case, amount allowed to be deducted in previous year 2024-25 shall be X55,000.

Question 3: Write a note on computation of income of house lying vacant for some period.

Answer: House lying vacant for some period Section 23(1)(c)

If the house is partly let out and partly vacant, in such cases expected rent shall be computed for 12 months
but while computing rent received /receivable, rent for the period for which the house was vacant shall be
excluded and GAV shall be higher of expected rent and rent received/receivable but if the rent
received/receivable is less than the expected rent owing to vacancy, in that case rent received/receivable
shall be gross annual value. e.g. If expected rent is 320,000 p.m. and rent received/receivable is 315,000
p.m. and there is vacancy for 5 months, in this case GAV shall be the expected rent because even if there
was no vacancy, still rent received/receivable was less than expected rent.

If in this case rent received/receivable is 325,000 p.m. and it is vacant for 5 months, gross annual value shall
be the rent received/receivable because if there was no vacancy, rent R/R would have been higher than
expected rent accordingly in the given case, R/R is lower than expected rent owing to vacancy.

Hlustration 4: Compute gross annual value in the following cases for the assessment year 2024-25:

Particulars

Situation 1

Situation 2

Situation 3

Situation 4

Fair Rent (p.m.)

9,000

13,000

16,000

12,000

Municipal Valuation (p.m.)

10,000

9,000

18,000

9,000

Standard Rent (p.m.)

12,000

11,000

16,000

7,000

Rent received/ receivable
(p.m.)

7,000

11,500

16,000

20,000

Vacancy

1 month

1 month

2 months

2 month

Solution:
Situation 1

Computation of Gross Annual Value

(a) Fair Rent
(9,000 x 12)

(b) Municipal Valuation
(10,000 x 12)

(c) Higher of (a) or (b)

(d) Standard Rent
(12,000 x 12)

(e) Expected Rent {Lower of (c) or (d)}

(f) Rent Received/Receivable
(7,000 x 11)

3
1,08,000
1,20,000

1,20,000
1,44,000

1,20,000
77,000

If there was no vacancy, in that case rent received/receivable would have been ¥7000 x 12 =%84,000
and it is still less than expected rent, therefore GAV shall be expected rent.

Gross Annual Value
Situation 2

Computation of Gross Annual Value

(a) Fair Rent
(13,000 x 12)

(b) Municipal Valuation
(9,000 x 12)

1,20,000
3

1,56,000

1,08,000
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(c) Higher of (a) or (b) 1,56,000

(d) Standard Rent 1,32,000
(11,000 x 12)

(e) Expected Rent {Lower of (c) or (d)} 1,32,000

(f) Rent Received/Receivable 1,26,500

(11,500 x 11)
In this case, if there was no vacancy, rent received/receivable would have been 211500 x 12 =1,38,000
hence rent received/receivable is lower in this case due to vacancy, therefore GAV
shall be the rent received/receivable.

Gross Annual Value 1,26,500

Situation 3 g

Computation of Gross Annual Value

(a) Fair Rent 1,92,000
(16,000 x 12)

(b) Municipal Valuation 2,16,000
(18,000 x 12)

(c) Higher of (a) or (b) 2,16,000

(d) Standard Rent 1,92,000
(16,000 x 12)

(e) Expected Rent {Lower of (¢) or (d)} 1,92,000

(f) Rent Received/Receivable 1,60,000

(16,000 x 10)
In this case, if there was no vacancy, rent received/receivable would have been 216,000 x 12 = %1,92,000
hence rent received/receivable is lower in this case owing to vacancy, therefore GAV
shall be the rent received/receivable.

Gross Annual Value 1,60,000

Situation 4 4

Computation of Gross Annual Value

(a) Fair Rent 1,44,000
(12,000 x 12)

(b) Municipal Valuation 1,08,000
(9,000 x 12)

(c) Higher of (a) or (b) 1,44,000

(d) Standard Rent 84,000
(7,000 x 12)

(e) Expected Rent {Lower of (c) or (d)} 84,000

(f) Rent Received/Receivable 2,00,000

(20,000 x 10)
In this case, rent R/R is higher than the expected rent, GAV shall be Rent R/R
Gross Annual Value 2,00,000

Question 4: Write a note on House lying vacant for full year.

Answer: As per section 23(1)(c), if any House Property is lying vacant throughout the year, it will be
considered to be deemed to be let out and income shall be computed in the similar manner as in case of a let
out house. Expected Rent shall be considered to be Gross annual value.

As per section 23 (5), Where the property consisting of any building or land appurtenant thereto is held as
stock-in trade and the property or any part of the property is not let during the whole of the previous year,
the annual value of such property or part of the property, for the period up to two year from the end of the
financial year in which the certificate of completion of construction of the property is obtained from the
competent authority, shall be taken to be nil.
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Question 5: Write a note on unrealized rent.

Answer: Treatment of unrealised rent Explanation to Section 23(1)/Rule 4

Unrealised rent means such rent which is irrecoverable and is considered to be lost i.e. bad debt and in such
cases, expected rent shall be computed for full year and while computing rent received or receivable, such
unrealised rent shall be excluded and GAV shall be higher of expected rent and rent received/receivable (no
special treatment like vacancy).

e.g. Mr. X has let out one house 350,000 p.m. , fair rent 345,000 p.m., municipal valuation 340,000 p.m.
standard rent 370,000 p.m. and there was unrealized rent for 3 months, in this case GAV of the house shall
be

Expected rent (45,000 x 12) 5,40,000
Rent received /receivable (50,000 x 9) 4,50,000
GAV 5,40,000

Rent shall be considered to be unrealised rent only if all the conditions of Rule 4 have been complied with
and such conditions are:

(a) the defaulting tenant has vacated, or steps have been taken to compel him to vacate the property;

(b) the defaulting tenant is not in occupation of any other property of the assessee;

(c) the assessee has taken all reasonable steps to institute legal proceedings for the recovery of the unpaid
rent or satisfies the Assessing Officer that legal proceedings would be useless.

(d) the tenancy is bona fide (genuine)

Recovery of unrealised rent Section 25A

If any assessee has recovered unrealized rent in subsequent years, rent so recovered shall be considered to be
income of the assessee under the head house property and it do not matter whether the assessee has any
house property in his name in that year or not. If assessee has received any interest, it will be considered to
be income of the assessee under the head other sources. If assessee has incurred any expenses on legal
proceedings, it will not be allowed to be deducted.

A sum equal to thirty per cent of the unrealised rent shall be allowed as deduction.

Hlustration 5: Mr. X has let out one house at 370,000 per month fair rent ¥80,000 per month municipal
valuation 260,000 per month, Standard Rent % 65,000 per month. Municipal tax paid 340,000, Interest u/s 24
(b) %50,000. Assessee has recovered unrealized rent of 60,000 plus interest X7,000. He has incurred legal
expenses 12,000 compute his Income and Tax Liability A.Y.2024-25.

Solution:

Computation of income under the head house property 4
Gross Annual Value 8,40,000.00

Working Note: 3
(a) Fair Rent (80,000 x 12) 9,60,000
(b) Municipal Valuation (60,000 x 12) 7,20,000
(c) Higher of (a) or (b) 9,60,000
(d) Standard Rent (65,000 x 12) 7,80,000
(e) Expected Rent {Lower of (c) or (d)} 7,80,000
(f) Rent received /receivable (70,000 x 12) 8,40,000
(g) Higher of (e) or (f) shall be GAV 8,40,000

Less: Municipal Tax (40,000.00)
Net Annual Value 8,00,000.00
Less: 30% of NAV u/s 24(a) (2,40,000.00)
Less: Interest on capital borrowed u/s 24(b) (50,000.00)
Income under the head House Property 5,10,000.00
Add: Recovery of Unrealised rent u/s 25A 60,000.00

Less: Deduction @ 30% (18,000.00) 42,000.00
Income under the head House Property 5,52,000.00



Income Under The Head House Property 139
Income under the head other sources
Interest from unrealized rent 7,000.00
Gross Total Income 5,59,000.00
Less: Deduction under Chapter VI-A NIL
Total Income 5,59,000.00
Computation of Tax Liability
Tax on X 5,59,000 at slab rate 12,950.00
Less: Rebate u/s 87A (12,950.00)
Tax before health and education cess Nil
Add: HEC @ 4% Nil
Tax Liability Nil
Hlustration 6: Compute gross annual value in the following cases for the assessment year 2024-25:
Particulars Situation 1 Situation 2 Situation 3 Situation 4
Fair Rent (p.m.) 11,000 13,000 16,000 14,000
Municipal Valuation (p.m.) 12,000 11,000 18,000 9,000
Standard Rent (p.m.) 13,000 12,000 17,000 8,000
Rent received/ receivable 8,000 12,500 17,000 21,000
(p.m.)
Vacancy - 2 months 3 month 1 month
Unrealised rent 1 month - 1 month 3 month
Solution:
Situation 1 g
Computation of Gross Annual Value
(a) Fair Rent 1,32,000
(11,000 x 12)
(b) Municipal Valuation 1,44,000
(12,000 x 12)
(c) Higher of (a) or (b) 1,44,000
(d) Standard Rent 1,56,000
(13,000 x 12)
(e) Expected Rent {Lower of (¢) or (d)} 1,44,000
(f) Rent Received/Receivable 88,000
(8,000x 11)
GAYV = Higher of (e) or (f) 1,44,000
Gross Annual Value 1,44,000
Situation 2
Computation of Gross Annual Value
(a) Fair Rent 1,56,000
(13,000 x 12)
(b) Municipal Valuation 1,32,000
(11,000 x 12)
(c) Higher of (a) or (b) 1,56,000
(d) Standard Rent 1,44,000
(12,000 x 12)
(e) Expected Rent {Lower of (c) or (d)} 1,44,000
(f) Rent Received/Receivable 1,25,000

(12,500 x 10)

In this case, if there was no vacancy, rent received/receivable would have been 212,500 x 12 = %1,50,000

hence rent received/receivable is lower in this case due to vacancy, therefore GAV

shall be the rent received/receivable.
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Gross Annual Value 1,25,000
Situation 3
Computation of Gross Annual Value

(a) Fair Rent 1,92,000
(16,000 x 12)
(b) Municipal Valuation 2,16,000
(18,000 x 12)
(c) Higher of (a) or (b) 2,16,000
(d) Standard Rent 2,04,000
(17,000 x 12)
(e) Expected Rent {Lower of (c) or (d)} 2,04,000
(f) Rent Received/Receivable 1,36,000
(17,000 x 8)

If there was no vacancy, in that case rent received/receivable would have been 217,000 x 11=31,87,000

and It was still less than expected rent, therefore GAV shall be expected rent.

Gross Annual Value 2,04,000
Situation 4

Computation of Gross Annual Value

(a) Fair Rent 1,68,000
(14,000 x 12)

(b) Municipal Valuation 1,08,000
(9,000 x 12)

(c) Higher of (a) or (b) 1,68,000

(d) Standard Rent 96,000

(8,000 x 12)

(e) Expected Rent {Lower of (c) or (d)} 96,000

(f) Rent Received/Receivable 1,68,000
(21,000 x 8)

In this case, rent R/R is higher than the expected rent, GAV shall be Rent R/R

Gross Annual Value 1,68,000

Ilustration 7: Mr. X has let out one house property to Mr. Y @ % 80,000 p.m. Fair rent 90,000 p.m.
Municipal valuation ¥80,000 p.m. and Standard rent of the house 376,000 p.m. The house remained vacant
for 2 months and there was unrealised rent for 3 months. Mr. X has paid municipal tax of 360,000 and
interest on loan for construction of house property is 69,000.

Compute his Income and Tax Liability for A.Y.2024-25.

Solution: 3
Computation of income under the head house property

Gross Annual Value 9,12,000.00
Working Note: g

(a) Fair Rent (90,000 x 12) 10,80,000

(b) Municipal Valuation (80,000 x 12) 9,60,000

(c) Higher of (a) or (b) 10,80,000

(d) Standard Rent (76,000 x 12) 9,12,000

(e) Expected Rent {Lower of (¢) or (d)} 9,12,000

(f) Rent received /receivable (80,000 x 7) 5,60,000

If there was no vacancy, in that case rent received receivable would have been

%7,20,000 and it was still less than expected rent ,therefore GAV shall be expected rent

GAV 9,12,000

Less: Municipal Tax (60,000.00)
Net Annual Value 8,52,000.00
Less: 30% of NAV u/s 24(a) (2,55,600.00)

Less: Interest on capital borrowed u/s 24(b) (69,000.00)
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Income under the head House Property 5,27,400.00
Gross Total Income 5,27,400.00
Less: Deduction under Chapter VI-A NIL
Total Income 5,27,400.00
Computation of Tax Liability

Tax on X 5,27,400 at slab rate 11,370.00
Less: Rebate u/s 87A (11,370.00)
Tax before health and education cess Nil
Add: HEC @ 4% Nil
Tax Liability Nil

Question 6: Write a note on Statutory Deduction or Standard Deduction.

Answer: Statutory Deduction or Standard Deduction Section 24(a)

Under section 24(a), every assessee shall be allowed a notional expenditure equal to thirty per cent of the
net annual value of the house for the various expenditures incurred by him.

Actual expenditure incurred by the assessee shall not be taken into consideration.

Example

Net annual value of one house is %3,00,000 and actual expenditure incurred on repairs are 75,000,
deduction allowed under section 24(a) shall be 390,000.

Question 7: Write a note on deduction for interest on the capital borrowed.

Answer: Interest on borrowed capital is allowed as deduction under section 24(b)

If any assessee has taken a loan or advance for purchase/ construction / renovation / addition / alteration /
substitution or repair etc. of the house property, interest on such loan shall be allowed to be deducted under
section 24(b) from NAYV and interest is allowed on due basis but only simple interest is allowed i.e. interest
on interest is not allowed. The assessee can take any number of loan. Interest for the year for which income
is being computed shall be allowed in the same year and shall be called current period interest. Interest for
the period prior to the year in which the house was purchased or constructed shall be called prior period
interest and such interest shall be allowed in 5 annual equal instalments starting from the year in which the
house was purchased or constructed. E.g. If Mr. X had taken a loan of ¥5,00,000 for construction of property
on 01.10.2022 and interest is payable @ 10% p.a. and the construction was completed on 30.06.2023, in this
case interest allowed under section 24(b) shall be:

Interest for the year (01.04.2023 to 31.03.2024) = 10% of X 5,00,000 =X 50,000

Prior period interest =10% of % 5,00,000 for 6 months (from 01.10.2022 to 31.03.2023)= 25,000

Prior period interest to be allowed in 5 equal annual installments of X 5,000 from the year of completion of
construction i.e. in this case, P.Y.2023-24.

Therefore, total interest deduction under section 24(b) = 50,000 + 5000 = 55,000.

If any assessee has taken a new loan to repay the original loan, in such cases interest for such new loan shall
be allowed in the similar manner.

Unpaid purchase price would be considered as capital borrowed:

Where a buyer enters into an arrangement with a seller to pay the sale price in installments along with
interest due thereon, the seller becomes the lender in relation to the unpaid purchase price and the buyer
becomes the borrower. In such a case, unpaid purchase price can be treated as capital borrowed for acquiring
property and interest paid thereon can be allowed as deduction under section 24.

Hlustration 8: Mr. X has taken a loan of 215,00,000 on 01.07.2019 from State Bank of India @ 12% p.a.
for construction of one house which was completed on 01.05.2023 and was let out @ 90,000 p.m. w.e.f
01.07.2023 and Fair rent is ¥1,25,000 p.m. and the assessee has paid municipal tax of 330,000 in P.Y. 2023-
24 and the assessee has repaid the loan amount in annual instalment of ¥1,00,000 starting from 01.01.2022.
Compute his income tax liability for the assessment year 2024-25.

Solution: 3
Computation of income under the head House Property

Gross Annual Value 13,75,000.00
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Working Note: 4

(a) Fair Rent (1,25,000 x 11) 13,75,000
(b) Expected Rent 13,75,000
(c) Rent received /receivable (90,000 x 9) 8,10,000

If there was no vacancy, in that case rent received/receivable would have been
%9,90,000 and it was still less than expected rent ,therefore GAV shall be expected rent

GAV 13,75,000

Less: Municipal Tax (30,000.00)
Net Annual Value 13,45,000.00
Less: 30% of NAV u/s 24(a) (4,03,500.00)
Less: Interest on capital borrowed u/s 24(b) (2,84,400.00)
Working Note: g

Current period Interest

From 01.04.2023 to 31.03.2024

(13,00,000 x 12% x 9/12) + (12,00,000 x 12% x 3 /12) = 1,53,000
Prior period interest

From 01.07.2019 to 31.03.2023

15,00,000 x 12% x 30/12 = 4,50,000

14,00,000 x 12% x 12/12 = 1,68,000

13,00,000 x 12% x 3/12= 39,000

Instalment = 6,57,000 / 5 = 1,31,400

Total Interest = %1,53,000 + %1,31,400= 2,84,400

Income under the head house property 6,57,100.00
Gross Total Income 6,57,100.00
Less: Deduction under Chapter VI-A Nil
Total Income 6,57,100.00
Computation of Tax Liability

Tax on normal income %6,57,100 at slab rate 20,710.00
Less: Rebate u/s 87A (20,710.00)
Tax before health and education cess Nil
Add: HEC @ 4% Nil
Tax Liability Nil

Hlustration 9: Mr. X has taken a loan of 215,00,000 on 01.07.2019 from State Bank of India @ 12% p.a.
for construction of one house which was completed on 01.04.2022 and was let out @ 390,000 p.m. w.e.f
01.05.2022 and Fair rent is ¥1,00,000 p.m. and the assessee has paid municipal tax of 330,000 in P.Y. 2023-
24 and the assessee has repaid the loan amount in annual instalment of ¥1,00,000 starting from 01.01.2022.
Compute his income tax liability for the assessment year 2024-25.

Solution: £
Computation of income under the head House Property

Gross Annual Value 12,00,000.00
Working Note: 4

(a) Fair Rent (1,00,000 x 12) 12,00,000

(b) Expected Rent 12,00,000

(c) Rent received /receivable (90,000 x 12) 10,80,000

GAV 12,00,000

Less: Municipal Tax (30,000.00)
Net Annual Value 11,70,000.00
Less: 30% of NAV u/s 24(a) (3,51,000.00)
Less: Interest on capital borrowed u/s 24(b) (2,51,400.00)
Working Note: 3

Current period Interest
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From 01.04.2023 to 31.03.2024

(13,00,000 x 12% x 9/12) + (12,00,000 x 12% x 3 /12) = 1,53,000
Prior period interest

From 01.07.2019 to 31.03.2022

15,00,000 x 12% x 30/12 = 4,50,000

14,00,000 x 12% x 3/12 = 42,000

Instalment = 4,92,000/ 5 = 98,400

Total Interest = 1,53,000 + 398,400= 2,51,400

Income under the head house property 5,67,600.00
Gross Total Income 5,67,600.00
Less: Deduction under Chapter VI-A Nil
Total Income 5,67,600.00
Computation of Tax Liability

Tax on normal income %5,67,600 at slab rate 13,380.00
Less: Rebate u/s 87A (13,380.00)
Tax Liability Nil

Ilustration 10: Mr. X took a loan of %5,00,000 on 01.10.2020 @ 10% p.a. for construction of house which
was completed on 31.03.2024.

Compute interest on capital borrowed for the previous year 2023-24.
Solution:

Prior period interest

From 01.10.2020 to 31.03.2023

=5,00,000 x 10% x 30/12 =%1,25,000

Installment = %1,25,000/5 = 25,000

Current year interest

From 01.04.2023 to 31.03.2024

=5,00,000 x 10% = %50,000

Total Interest = 325,000 + 50,000 = X75,000

Ilustration 11: Mr. X has taken a loan of ¥10,00,000 from SBI on 01/04/2021 @ 10% p.a. for construction
of one house which was completed on 01/07/2023 and was let out at a rent of 330,000 per month paid
municipal taxes 340,000. He has taken loan of 210,00,000 from PNB on 01/10/2023 @ 12% p.a. to repay
the original loan compute his income and tax liability for Assessment year 2024-25.

Solution: £
Computation of income under the head House Property

Gross Annual Value (30,000 X 9) 2,70,000.00
Less: Municipal Tax (40,000.00)
Net Annual Value 2,30,000.00
Less: 30% of NAV u/s 24(a) (69,000.00)
Less: Interest on capital borrowed u/s 24(b) (1,50,000.00)
Working Note: 3

Current period Interest

From 01.04.2023 to 31.03.2024

(10,00,000 x 10% x 6/12) + (10,00,000 x 12% x 6 /12) = 1,10,000
Prior period interest

From 01.04.2021 to 31.03.2023

10,00,000 x 10% x 2 =2,00,000

Instalment = 2,00,000 / 5 = 40,000
Total Interest =%1,10,000 + 40,000= 1,50,000
Income under the head house property 11,000.00

Gross Total Income 11,000.00
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Less: Deduction under Chapter VI-A Nil
Total Income 11,000.00
Computation of Tax Liability

Tax Liability Nil

Ilustration 12: Mr. X has taken a loan of 310,00,000 from SBI on 01/04/2020 @ 10% p.a. for construction
of one house. The Assessee has taken a loan of 6,00,000 from PNB on 01/10/2022 @ 12% p.a. to repay loan
to SBI. House was completed on 01/07/2023 and was let out at a rent of X1,00,000 per month paid
municipal taxes 310,000. Compute his income and tax liability for Assessment year 2024-25.

Solution: £
Computation of income under the head House Property

Gross Annual Value (100,000 X 9) 9,00,000.00
Less: Municipal Tax (10,000.00)
Net Annual Value 8,90,000.00
Less: 30% of NAV u/s 24(a) (2,67,000.00)

Less: Interest on capital borrowed u/s 24(b)

(1,73,200.00)

Working Note: 3

Current period Interest

From 01.04.2023 to 31.03.2024

(4,00,000 x 10% ) + (6,00,000 x 12%) = 1,12,000

Prior period interest

From 01.04.2020 to 31.03.2023

10,00,000 x 10% x 30/12 = 2,50,000

4,00,000 x 10% x 6/12 = 20,000

6,00,000 x 12% x 6/12 = 36,000

Instalment = 3,06,000 / 5 = 61,200

Total Interest = X1,12,000 + 261,200= 1,73,200

Income under the head house property 4,49,800.00
Gross Total Income 4,49,800.00
Less: Deduction under Chapter VI-A Nil
Total Income 4,49,800.00
Computation of Tax Liability

Tax on 34,49,800 at slab rate 7,490.00
Less: Rebate u/s 87A (7,490.00)
Tax Liability Nil

Loan from outside India

As per section 25 if loan is taken from outside India, in that case also interest is allowed but the person
making payment of interest should deduct tax at source or the person receiving interest should have an agent
in India.

Hlustration 13: Mr. X has constructed one house on 01.09.2023 and it was let out @ 32,25,000 p.m. and
municipal taxes paid are ¥35,000. The house was constructed after taking a loan from outside India and
interest allowed under section 24(b) is X2,10,000, but the assessee has not deducted tax at source.

Compute assessee’s tax liability for assessment year 2024-25.

Solution: 4
Gross Annual Value (2,25,000 x 7) 15,75,000.00
Less: Municipal Taxes (35,000.00)
Net Annual Value 15,40,000.00
Less: 30% of NAV u/s 24(a) (4,62,000.00)
Less: Interest on capital borrowed u/s 24(b) Nil
Income under the head House Property 10,78,000.00
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Computation of Tax Liability
Tax on 210,78,000 at slab rate 71,700.00
Add: HEC @ 4% 2,868.00
Tax Liability 74,568.00
Rounded off u/s 288B 74,570.00

_(b) Presume in the above question, the person who has given the loan has one agent in India as per section

163.

Compute tax liability for the assessment year 2024-25.

Solution: £
Gross Annual Value (2,25,000 x 7) 15,75,000.00
Less: Municipal Taxes (35,000.00)
Net Annual Value 15,40,000.00
Less: 30% of NAV u/s 24(a) (4,62,000.00)
Less: Interest on capital borrowed u/s 24(b) (2,10,000.00)
Income under the head House Property 8,68,000.00

Computation of Tax Liability
Tax on Z8,68,000 at slab rate 41,800.00
Add: HEC @ 4% 1,672.00
Tax Liability 43,472.00
Rounded off u/s 288B 43,470.00

(¢) Presume in the above question, the assessee has deducted tax at source.

Compute tax liability for the assessment year 2024-25.

Solution: g
Gross Annual Value (2,25,000 x 7) 15,75,000.00
Less: Municipal Taxes (35,000.00)
Net Annual Value 15,40,000.00
Less: 30% of NAV u/s 24(a) (4,62,000.00)
Less: Interest on capital borrowed u/s 24(b) (2,10,000.00)
Income under the head House Property 8,68,000.00

Computation of Tax Liability
Tax on 28,68,000 at slab rate 41,800.00
Add: HEC @ 4% 1,672.00
Tax Liability 43,472.00
Rounded off u/s 288B 43,470.00

Question 8: Write a note on house which is self-occupied.
Answer: House which is self-occupied Section 23(2)(a)

If any person has house which is self-occupied (maximum two house), its GAV shall be nil and municipal
tax are not allowed to be deducted and NAV shall also be nil and deduction under section 24(a) is not
allowed and deduction under section 24(b) is also not allowed.

If the house is self occupied as well as vacant, its income shall be computed as if it is self occupied house.
E.g. Mr. X has one house which is vacant for 3 months and self occupied for 9 months, its income shall be
computed considering it to be self occupied house.

Question 9: Write a note on more than two house which are self-occupied (deemed to be let out
property).

Answer: More than two house which are self-occupied (deemed to be let out property) Section 23(4)
If any assessee has more than two house which are self-occupied, in such cases only two of these houses
shall be considered to be self-occupied and income shall be nil under section 23(2) and all other houses shall
be deemed to be let out and income shall be computed in the similar manner as in case of let out house.
Expected rent shall be considered to be GAV of the house.
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Ilustration 14: Mr. X has 3 houses which are self occupied and the details of these houses is as under.

Particulars House I House IT
(In?Y) (In%)

Fair rent 11,00,000 12,00,000

Municipal valuation 11,24,000 11,78,000

Standard rent 13,00,000 12,50,000

Municipal taxes paid 1,00,000 80,000

Interest on capital borrowed on 3,20,000 2,90,000

01.04.2018 and all the necessary

conditions are complied with to avail

higher amount of interest.

Repair charges 10,000 3,000

Date of completion of house 01.10.2020 01.10.2020
Compute income under the head house property.
Solution:
Option I
House I & 11 is Self Occupied

Income
House 111 is deemed to be Let Out

Gross Annual Value
Working Note: 3
(a) Fair rent 11,50,000
(b) Municipal valuation 11,25,000
(c) Higher of (a) or (b) 11,50,000
(d) Standard rent 11,40,000
(e) Expected rent {Lower of (¢) or (d)} 11,40,000
GAYV = Expected rent 11,40,000

Less: Municipal Taxes

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)

Income

Income under Option I [Nil + 5,45,000]
Option I1
House IT & I11 is Self Occupied

Income
House I is deemed to be Let Out

Gross Annual Value
Working Note: 3
(a) Fair rent 11,00,000
(b) Municipal valuation 11,24,000
(c) Higher of (a) or (b) 11,24,000
(d) Standard rent 13,00,000
(e) Expected rent {Lower of (c) or (d)} 11,24,000
GAYV = Expected rent 11,24,000

Less: Municipal Taxes
Net Annual Value

Less: 30% of NAV u/s 24(a)
Less: Interest on capital borrowed u/s 24(b)

House I11
(InR)
11,50,000
11,25,000
11,40,000

90,000
1,90,000

8,000
01.10.2020

Nil

11,40,000

(90,000)
10,50,000
(3,15,000)
(1,90,000)
5,45,000
5,45,000

Nil

11,24,000

(1,00,000)

10,24,000
(3,07,200)
(3,20,000)
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Income 3,96,800
Income under Option II [3,96,800 + Nil] 3,96,800
Option II1
House I & 111 is Self Occupied
Income Nil
House I1 is deemed to be Let Out
Gross Annual Value 12,00,000
Working Note: 3
(a) Fair rent 12,00,000
(b) Municipal valuation 11,78,000
(c) Higher of (a) or (b) 12,00,000
(d) Standard rent 12,50,000
(e) Expected rent {Lower of (c) or (d)} 12,00,000
GAYV = Expected rent 12,00,000
Less: Municipal Taxes (80,000)
Net Annual Value 11,20,000
Less: 30% of NAV u/s 24(a) (3,36,000)
Less: Interest on capital borrowed u/s 24(b) (2,90,000)
Income 4,94,000
Income under Option III [4,94,000 + Nil] 4,94,000
Second Option is the best
Income under the head House Property 3,96,800

Question 10: Write a note on computation of Income of Unoccupied House.

Answer: Income of unoccupied house section 23(2)(b)

As per section 23(2)(b),if any house cannot actually be occupied by the owner by reason of the fact that
owing to his employment, business or profession carried on at any other place, he has to reside at that other
place in a building not belonging to him, in such cases assessee shall have the option to compute income of
such house as if it is self-occupied.

Question 11: Write a note on house property which is divided into different portions/units.

Answer: If any house property is divided into different portions, every portion shall be considered to be a
separate house and income shall be computed accordingly. There is no need to treat the whole property as a
single unit for computation of income from house property.

Municipal valuation/fair rent/standard rent, if not given separately, shall be apportioned between the let-out
portion and self-occupied portion either on plinth area or built-up floor space or on such other reasonable
basis.

Property taxes, if given on a consolidated basis can be bifurcated as attributable to each portion or floor on a
reasonable basis.

Ilustration 15: Mr. X owns a house in Madras. During the previous year 2023-24, 2/3rd portion of the
house was self-occupied and 1/3rd portion was let out for residential purposes at a rent of ¥ 8,000 p.m.
Municipal value of the property is X3,00,000 p.a., fair rent is X2,70,000 p.a. and standard rent is < 3,30,000
p.a. He paid municipal taxes @ 10% of municipal value during the year. A loan of 325,00,000 was taken by
him during the year 2019 for acquiring the property. Interest on loan paid during the previous year 2023-24
was %1,20,000. Compute Mr. X’s income from house property for the A.Y. 2024-25. All the conditions for
higher deduction of interest in case of self-occupied property is satisfied.

Solution:

There are two units of the house. Unit I with 2/3™ area is used by Mr. X for self-occupation throughout the
year and no benefit is derived from that unit, hence it will be treated as self-occupied and its annual value
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will be nil. Unit 2 with 1/3rd area is let-out through out the previous year and its annual value has to be
determined as per section 23(1).

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

Particulars 3

Unit I (2/3rd area — self-occupied)

Annual Value Nil

Less: Deduction under section 24(b) Nil

Loss from Unit I (self-occupied) Nil

Unit II (1/3rd area — let out)
Gross Annual Value 1,00,000

Working Note: 3

(a) Fair rent 90,000

(b) Municipal valuation 1,00,000

(c) Higher of (a) or (b) 1,00,000

(d) Standard rent 1,10,000

(e) Expected rent {Lower of (¢) or (d)} 1,00,000

(f) Rent received/ receivable (8,000 x 12) 96,000

GAYV = Expected rent 1,00,000
Less: Municipal Taxes (10,000)
Net Annual Value 90,000
Less: 30% of NAV u/s 24(a) (27,000)
Less: Interest on capital borrowed u/s 24(b) (40,000)
Income under the head House Property 23,000

Question 12: Write a note on house property owned by the assessee and used for own
business/profession.

Answer: House property owned by the assessee and used for own business/profession Section
22/section 30

If any person owns any house property and it is being used by him in his own business/profession, income of
such building shall not be computed under the head house property rather income shall be computed under
the head business/profession and as per section 30, for this purpose, while computing the income under the
head business/profession, no rent shall be allowed to be debited to the profit & loss account in connection
with such building. All the expenses of the house property shall be debited to the profit and loss account and
deduction under section 24(a) is not allowed rather actual expenditure shall be debited to the profit and loss
account. Such expenditure may be municipal tax, repairs, depreciation, land revenue, ground rent etc.

Ilustration 16: Mrs. X aged 62 years is engaged in a business in her own building and furnishes the
following information.

Market rent of the building is X1,00,000 p.m. and expenses incurred on repairs are 337,000 and interest on
loan taken for construction of the building is 365,000 and depreciation 230,000 and municipal tax paid
230,000 and land revenue paid 210,000 and premium paid for insurance of the house ¥7,000. ground rent
paid Z8,000.

Income from business before debiting any expense of house property is 316,00,000.

Compute her income tax liability for Assessment Year 2024-25.

Solution: £

Income from business before debiting any expense of house property 16,00,000.00
Less: Repair of Building (37,000.00)
Less: Interest on loan taken for construction of building (65,000.00)
Less: Depreciation (30,000.00)
Less: Municipal Taxes (30,000.00)

Less: Land revenue (10,000.00)
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Less: Insurance premium of the house (7,000.00)
Less: Ground rent (8,000.00)
Income under the head Business/Profession 14,13,000.00
Gross Total Income 14,13,000.00
Less: Deduction under Chapter VI-A Nil
Total Income 14,13,000.00
Computation of Tax Liability

Tax on %14,13,000 at slab rate 1,32,600.00
Add: HEC @ 4% 5,304.00
Tax Liability 1,37,904.00
Rounded off u/s 288B 1,37,900.00

Question 13: Write a note on a house property which is let-out for part of the year and self-occupied
for part of the year and may or may not be vacant.

Answer: A house property which is let-out for part of the year and self-occupied for part of the year
and may or may not be vacant Section 23(3)

If any house property is let out as well as self-occupied, in such cases expected rent (also called annual
letting value) shall be computed for full year but Rent received/receivable shall be only for the period the
house was let out and GAV shall be the higher. There will not be any such adjustment as in case of vacancy.

Hlustration 17: Mr. X constructed one house in 2022 and it is let out for 4 months and self occupied for 6
months and vacant for 2 months during previous year 2023-24. Municipal valuation of the house is 340,000
p.m. and fair rent 330,000 p.m. Standard rent of the house is ¥38,000 p.m. It was let out @ 332,000 p.m.
Municipal tax levied is 26,000 out of which 22,000 was paid by the tenant and 32,000 by the assessee and
balance 32,000 yet to be paid.

Interest on the capital borrowed for construction of the house is 330,000.

Long Term Capital Gains is %2,10,000

Compute his income and tax Liability for the assessment year 2024-25.

Solution: £
Computation of income from House Property of Mr. X

Gross Annual Value 4,56,000
Working Note: 3

(a) Fair Rent (30,000 x 12) 3,60,000

(b) Municipal Valuation (40,000 x 12) 4,80,000

(c) Higher of (a) or (b) 4,80,000

(d) Standard Rent (38,000 x 12) 4,56,000

(e) Expected Rent {Lower of (c) or (d)} 4,56,000

(f) Rent Received/Receivable (32,000 x 4) 1,28,000

If there was no vacancy, in that case rent received/receivable would have been

%1,92,000 and it was still less than expected rent, therefore GAV shall be expected

rent.

GAV 4,56,000

Less: Municipal Taxes (2,000)
Net Annual Value 4,54,000
Less: 30% of NAV u/s 24(a) (1,36,200)
Less: Interest on capital borrowed u/s 24(b) (30,000)
Income under the head House Property 2,87,800
Long Term Capital Gains 2,10,000
Gross Total Income 4,97,800
Less: Deduction under Chapter VI-A Nil

Total Income 4,97,800
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Computation of Tax Liability

Tax on %2,10,000 @ 20% u/s 112 42,000.00
Tax on 22,887,800 at slab rate Nil
Less: Rebate u/s 87A (25,000.00)
Tax before health & education cess 17,000.00
Add: HEC @ 4% 680.00
Tax Liability 17,680.00

Ilustration 18: Mrs. X owns a house property at Adyar in Chennai. The municipal value of the property is
%5,00,000, fair rent is X 4,20,000 and standard rent is % 4,80,000. The property was let-out for 50,000 p.m.
up to December 2023. Thereafter, the tenant vacated the property and Mrs. X used the house for self-
occupation. Rent for the months of November and December 2023 could not be realised in spite of the
owner’s efforts. All the conditions prescribed under Rule 4 are satisfied. She paid municipal taxes @ 12%
during the year. She had paid interest of X 25,000 during the year for amount borrowed for repairs for the
house property. She has LTCG %110,00,000. She has completed age of 80 years as on 31.03.2024. Compute
her tax liability for the A.Y. 2024-25.

Solution:
Computation of income from house property of Mrs. X for the A.Y.2024-25

Gross Annual Value 4,80,000.00

Working Note: 3

(a) Fair rent 4,20,000

(b) Municipal valuation 5,00,000

(c) Higher of (a) or (b) 5,00,000

(d) Standard rent 4,80,000

(e) Expected rent {Lower of (c) or (d)} 4,80,000

(f) Rent received/ receivable (50,000 x 7) 3,50,000

(unrealised rent 2 months and self occupied 3 months)

GAYV = Expected rent 4,80,000
Less: Municipal Taxes (60,000.00)
Net Annual Value 4,20,000.00
Less: 30% of NAV u/s 24(a) (1,26,000.00)
Less: Interest on capital borrowed u/s 24(b) (25,000.00)
Income under the head House Property 2,69,000.00
LTCG 110,00,000.00
Total Income 112,69,000.00
Computation of Tax Liability
Tax on Normal income at slab rate Nil
LTCG (110,00,000 — 31,000) x 20% 21,93,800.00
Add: Surcharge @ 15% 3,29,070.00
Tax before health & education cess 25,22,870.00
Add: HEC @ 4% 1,00,914.80
Tax Liability 26,23,784.80
Rounded off u/s 288B 26,23,780.00

Hlustration 19: Mr. X has one big house. 25% of it is being used by the assessee in his own
business/profession and 50% of the house is let out @ 210,000 p.m. However, it remained vacant for one
month and there is unrealised rent for 12 month. Remaining 25% is self occupied throughout the year. Fair
rent of the entire house is 325,000 p.m., municipal valuation 322,000 p.m. and municipal tax paid is
%22,000. Insurance premium paid is 36,000, repair charges 28,000, land revenue paid 34,000, ground rent is
%3,000 and depreciation of the house is 312,000. Assessee’s income under the head business/profession
before charging expenditure relating to house property is X8,00,000.

Compute his total income and tax liability for assessment year 2024-25.
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Solution: £
Computation of income under the head House Property
Income from self occupied portion

Income of self occupied portion Nil
Income of let out portion

Gross Annual Value 1,50,000.00
Working Note: 3

(a) Fair Rent (12,500 x 12) 1,50,000

(b) Municipal Valuation (11,000 x 12) 1,32,000

(c) Expected rent {Higher of (a) or (b)} 1,50,000

(d) Rent Received/Receivable (10,000 x 9.5) 95,000

If there was no vacancy, in that case rent received/receivable would have been
%1,05,000 and it was still less than expected rent, therefore GAV shall be expected
rent

GAV 1,50,000

Less: Municipal taxes (11,000.00)
Net Annual Value 1,39,000.00
Less: 30% of NAV u/s 24(a) (41,700.00)
Less: Interest on capital borrowed u/s 24(b) Nil
Income under the head House Property 97,300.00
Computation of income under the head Business/Profession

Income before debiting any expense of the house property 8,00,000.00
Less: Municipal taxes (5,500.00)
Less: Insurance premium (1,500.00)
Less: Repairs charges (2,000.00)
Less: Land revenue (1,000.00)
Less: Ground Rent (750.00)
Less: Depreciation (3,000.00)
Income under the head Business/Profession 7,86,250.00
Computation of Total Income

Income under the head House Property 97,300.00
Income under the head Business/Profession 7,86,250.00
Gross Total Income 8,83,550.00
Less: Deductions under Chapter VI-A Nil
Total Income 8,83,550.00
Computation of Tax Liability

Tax on 8,83,550 at slab rate 43,355.00
Add: HEC @ 4% 1,734.20
Tax Liability 45,089.20
Rounded off u/s 288B 45,090.00

Question 14: Write a note on composite rent.

Answer: Composite Rent

A person may let out a house property alongwith some facilities like generator or security etc. and rent may
be charged combined for the house property as well as facility, such rent is called composite rent and in such
cases rent for house property shall be taxable under the head house property and rent for facilities shall be
taxable under the head other sources but after deducting all the expenses relating to such facility.

If there are so many facilities and bifurcation is not possible, income shall be taxable under the head
business/profession or other sources e.g. in case of hotel business/paying guest accommodation/warehousing
or auditorium etc., income is taxable under the head business/profession.

Hlustration 20: Mr. X has let out one house alongwith generator facility and has charged a sum of 240,000
p.m. as rent, out of which %3,000 p.m. is attributable to the generator. He has paid 22,300 and the tenant has
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paid 3900 towards municipal taxes. The interest on the capital borrowed for construction of the house is
%7,000. Mr. X has paid repair charge of the generator %3,400, fuel charges 35,600 and operator’s salary X300

p.m.
Compute the tax liability of Mr. X for assessment year 2024-25.
Solution: %
Computation of income under the head House Property
Gross Annual Value (37,000 x 12) 4,44,000.00
Less: Municipal Taxes (2,300.00)
Net Annual Value 4,41,700.00

Less: 30% of NAV u/s 24(a)

(1,32,510.00)

Less: Interest on capital borrowed u/s 24(b) (7,000.00)

Income under the head House Property 3,02,190.00
Computation of income under the head Other Sources

Income from generator 36,000.00

(3,000 x 12)

Less: Repair charges (3,400.00)

Less: Fuel charges (5,600.00)

Less: Operator Salary (3,600.00)

(300 x 12)

Income under the head Other Sources 23,400.00
Computation of Total Income

Income under the head House Property 3,02,190.00

Income under the head Other Sources 23,400.00

Gross Total Income 3,25,590.00

Less: Deduction under chapter VI-A Nil

Total Income 3,25,590.00
Computation of Tax Liability

Tax on %3,25,590 at slab rate 1,279.50

Less: Rebate u/s 87A (1,279.50)

Tax before health & education cess Nil

Tax Liability Nil

Question 15: Write a note on letting out of building which is supplementary to the business.

Answer: Letting out of building which is supplementary to the business

If any person has let out any house property for any purpose which is supplementary to the business of the
assessee, in such cases rental income shall be taxable under the head business/profession and all expenses of
such house property shall be debited to the profit and loss account. E.g. If a Public school has let out a part
of its building to a Bank, in this case rent received shall be considered to be income under the head
Business/Profession and all expenses of such house property shall be debited to profit and loss account.
Similarly, if any company has constructed houses for the employees in their premises and it is let out to the
employees, rental income is taxable under the head Business/Profession.

Question 16: Write a note on tax liability in respect of arrears of rent.

Answer: Tax liability in respect of arrears of rent Section 25A

Sometimes rent of a house property may be increased from retrospective effect i.e. from back date and the
assessee may receive arrear of rent, such arrears are taxable in the year in which arrears have been received,
however deduction shall be allowed @ 30% of such arrears and only the balance amount shall be taxable. It
do not matter that the assessee do not have any house property in his name in that year.

There is no specific provision given in the Income Tax Act relating to advance payment of rent.

Ilustration 21: Mr. X has let out his house to State Bank @ 320,000 p.m. The bank has increased the rent
on 1% July, 2023 to 227,000 p.m. retrospectively w.e.f. 01.11.2022. The assessee has paid municipal taxes of
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%7,000 during the previous year 2023-24.
Compute income under the head House Property for assessment year 2024-25.

Solution:

Computation of income under the head House Property 3 %
Gross Annual Value (27,000 x 12) 3,24,000
Less: Municipal Taxes (7,000)
Net Annual Value 3,17,000
Less: 30% of NAV u/s 24(a) (95,100)
Less: Interest on capital borrowed u/s 24(b) Nil

2,21,900
Add: Arrears of rent (Sec 25A) (7,000 x 5) 35,000
Less: 30% of 335,000 (10,500) 24,500
Income under the House Property 2,46,400

Question 17: Write a note on sub-letting of house property.

Answer: Sub-letting of house property Section 56

If any person has let out any house property and the tenant has further given the same house property on
rent, it is called sub-letting and in this case, income of the person who has sub-let the house property, shall
be computed under the head Other Sources and income shall be equal to gross rent received — expenses
incurred for such house property.

Example

Mr. X has let out one house to Mr. Y at a rent of X1,00,000 p.m. and has paid municipal tax of %1,00,000.
Mr. Y has sub-let 50% of the house property to Mr. Z at a rent of 70,000 p.m., in this case income of Mr. X
and Mr. Y shall be computed in the manner given below:

Income of Mr. X shall be computed under the head House Property

GAV (1,00,000 x 12) 12,00,000
Less: Municipal Tax (1,00,000)
NAV 11,00,000
Less: Deduction u/s 24(a) (3,30,000)
Income under the head House Property 7,70,000
Income of Mr. Y shall be computed under the head Other Sources

Gross Rent received (70,000 x 12) 8,40,000
Less: Rent paid by him (1,00,000 x 50% x 12) (6,00,000)
Income under the head Other Sources 2,40,000

Question 18: Write a note on computation of income from house property situated outside India.
Answer:

Income of house property situated outside India shall be computed in the similar manner as in case of house
property situated in India and such income shall be taxable in the case of ROR. In case of NR or NOR such
income is exempt provided income is received outside India i.e. if income is received in India, it will be
taxable in case of NR/NOR also.

Illustration 22: Mr. X, a British national, is a resident and ordinarily resident in India during the P.Y.2023-

24. He owns a house in London, which he has let out at £ 10,000 p.m. The municipal taxes paid to the

Municipal Corporation of London is £ 8,000 during the P.Y.2023-24. The value of one £ in Indian rupee to

be taken at T 100. Compute Mr. X’s taxable income for the A.Y. 2024-25.

Solution:

For the P.Y.2023-24, Mr. X, a British national, is resident and ordinarily resident in India. Therefore,

income received by him by way of rent of the house property located in London is to be included in the total

income in India. Municipal taxes paid in London is be to allowed as deduction from the gross annual value.
Computation of Income from house property of Mr. X for A.Y. 2024-25

Particulars %

Gross Annual Value (£ 10,000 X 12 X 100) 1,20,00,000
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Less: Municipal taxes paid (£ 8,000 X 100) 8,00,000
Net Annual Value (NAV) 1,12,00,000
Less: Deduction under section 24

(a) 30% of NAV (33.60.,000)
Income from house property 78,40,000

Question 19: Write a note on treatment of income from co-owned property.

Answer: Treatment of income from co-owned property Section 26

If any house property is owned by co-owners and their shares are given, in such cases each such co-owner
has to pay tax on his share in the income of house property but if shares are not given, it will be considered
to be income of co-owners (BOI/AOP) e.g. Mr. X and Mr. Y are co-owners of a house property and their
shares are not given and income is %20 lakhs, in this case it will be taxable as income of co-owners but if
share of each one is 50%, Mr. X will pay tax on income of X10 lakh and Mr. Y will pay tax on income of
%10 lakh.

Where the house property owned by co-owners is self occupied by each of the co-owners, the annual value
of the property of each co-owner will be Nil and each co-owner shall be entitled to a deduction of 330,000 /
% 2,00,000, as the case may be, under section 24(b) on account of interest on borrowed capital e.g. Mr. X
and Mr. Y are co-owners of a particular house property and it is self occupied by each one of them and each
one has share of 50% and interest on loan taken for construction of a house is X5 lakh and loan was taken
w.e.f 01.04.1999 onwards and house was completed within 5 years and a certificate has been submitted
confirming the amount of interest, in this case loss of Mr. X shall be X2 lakh and loss of Mr. Y shall be X2
lakh.

If share of individual, co-owner is not given, it will be considered to be loss of BOI and loss can be
maximum 2 2,00,000.

If any house property is owned by a partnership firm or company, it will be considered to be income of
partnership firm or company and not that of partners or shareholders.

Question 20: Write a note on owner / deemed owner.

Answer: Owner / deemed owner Section 22 /27

As per section 22, the owner of house property shall be liable to pay income tax and if the title of the
ownership of the property is under dispute in a court of law, the decision as to who will be the owner
chargeable to income-tax under section 22 will be of the Income-tax Department till the court gives its
decision to the suit filed in respect of such property. E.g. Ownership of a house property is disputed among
two brothers Mr. X and Mr. Y and rent is being received by Mr. X, in this case Mr. X shall be considered to
be the owner of the house property till decision is given by the Court and after that amount of tax shall be
adjusted as per court decision.

As per section 27, the following persons, are deemed to be the owners.

(i) Transfer of a house property to spouse — In case of transfer of house property by an individual to his or
her spouse otherwise than for adequate consideration, the transferor is deemed to be the owner of the
transferred property. In case of transfer to spouse in connection with an agreement to live apart, the
transferor will not be deemed to be the owner. The transferee will be the owner of the house property. In
case of transfer of house property by an individual to his or her minor child, the transferor is deemed to be
the owner of the house property transferred. In case of transfer to a minor married daughter, the transferor is
not deemed to be the owner. E.g. Mr. X has two house property each having income of 310 lakh and Mr. X
has gifted one house property to Mrs. X, in this case income from such house property shall be taxable in the
hands of Mr. X but if Mr. X has sold the house property to Mrs. X and has taken full payment, in that case
income from house property shall be taxable in the hands of Mrs. X.

(ii) Person in possession of a property — If any person has given possession of house property and has
taken full payment but ownership in documents has not yet been transferred, in such cases the proposed
buyer is the deemed owner and shall be liable to pay income tax and it is called part performance of a
contract of the nature referred to in section 53A of the Transfer of Property Act. E.g. Mr. X has sold his
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house property to Mr. Y for 50 lakhs and has taken full payment and possession has been given to Mr. Y
but conveyance deed is not prepared in the name of Mr. Y, in this case Mr. Y is the deemed owner.

(iii) Member of a co-operative society etc. — A member of a co-operative society, company or other
association of persons to whom a building or part thereof is allotted or leased under a House Building
Scheme of a society/company/association, shall be deemed to be owner of that building or part thereof
allotted to him although the co-operative society/company/ association is the legal owner of that building.
(iv) Holder of an impartible estate — The impartible estate is a property which is not divisible. The holder
of an impartible estate shall be deemed to be the individual owner of all properties comprised in the estate.

Ilustration 23: Mr. Anand sold his residential house property in March, 2023. In June, 2023, he recovered
rent of *10,000 from Mr. Gaurav, to whom he had let out his house for two years from April 2017 to March
2019. He could not realise two months rent of 320,000 from him and to that extent his actual rent was
reduced while computing income from house property for A.Y.2019-20.
Further, he had let out his property from April, 2019 to February, 2023 to Mr. Satish. In April, 2021, he had
increased the rent from 212,000 to ¥15,000 per month and the same was a subject matter of dispute. In
September, 2023, the matter was finally settled and Mr. Anand received 369,000 as arrears of rent for the
period April 2021 to February, 2023. Would the recovery of unrealised rent and arrears of rent be taxable in
the hands of Mr. Anand, and if so in which year?
Solution:
Since the unrealised rent was recovered in the P.Y.2023-24, the same would be taxable in the A.Y.2024-25
under section 25A, irrespective of the fact that Mr. Anand was not the owner of the house in that year.
Further, the arrears of rent was also received in the P.Y.2023-24, and hence the same would be taxable in the
A.Y.2024-25 under section 25A, even though Mr. Anand was not the owner of the house in that year. A
deduction of 30% of unrealised rent recovered and arrears of rent would be allowed while computing
income from house property of Mr. Anand for A.Y.2024-25.

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

Recovery of Unrealised Rent 10,000
Add: Arrear of Rent Received 69,000
Total 79,000
Less: Deduction @ 30% (23,700)
Income under the head House Property 55,300

Ilustration 24: Mrs. Rohini Ravi, a citizen of the U.S.A., is a resident and ordinarily resident in India
during the financial year 2023-24. She owns a house property at Los Angeles, U.S.A., which is used as her
residence. The annual value of the house is $20,000. The value of one USD ($) may be taken as % 65.

She took ownership and possession of a flat in Chennai on 1.7.2023, which is used for self-occupation,
while she is in India. The flat was used by her for 7 months only during the year ended 31.3.2024. The
municipal valuation is 332,000 p.m. and the fair rent is ¥4,20,000 p.a.

She paid the following to Corporation of Chennai: Property Tax 316,200 Sewerage Tax X1,800

She had taken a loan from Standard Chartered Bank in June, 2021 for purchasing this flat. Interest on loan
was as under:

Period prior to 1.4.2023 349,200
1.4.2023 to 30.6.2023 %50,800
1.7.2023 to 31.3.2024 X1,31,300

Certificate confirming the amount of Interest has been deposited.

She had a house property in Bangalore, which was sold in March, 2019. In respect of this house, she
received arrears of rent of 60,000 in March, 2024. This amount has not been charged to tax earlier.
Compute the income chargeable from house property of Mrs. Rohini Ravi for the assessment year 2024-25.
Solution: Since the assessee is a resident and ordinarily resident in India, her global income would form part
of her total income i.e., income earned in India as well as outside India will form part of her total income.
She possesses a self-occupied house at Los Angeles as well as at Chennai. She can take the benefit of “Nil”
Annual Value in respect of both the house properties. As regards the Bangalore house, arrears of rent will be
chargeable to tax as income from house property in the year of receipt under section 25A.
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It 1s not essential that the assessee should continue to be the owner. 30% of the arrears of rent shall be
allowed as deduction. Accordingly, the income from house property of Mrs. Rohini Ravi will be calculated
as under:

Self - occupied house at Los Angeles

Gross Annual Value Nil
Less: Municipal taxes _ Nil
Net Annual Value Nil
Less: Statutory deduction under section 24(a) @ 30% of NAV Nil
Less: Interest on Housing Loan u/s 24(b) Nil
Loss from House property Nil
Self - occupied property at Chennai

Gross Annual Value Nil
Less: Municipal taxes _Nil
Net Annual Value Nil
Less: Statutory deduction under section 24(a) @ 30% of NAV Nil
Less: Interest on Housing Loan u/s 24(b) Nil
Loss from House property Nil
Arrears in respect of Bangalore Property (Section 25A)

Arrears of rent received 60,000.00
Less: Deduction under section 25A @ 30% (18.000.00)
Income from House property 42,000.00
Note: Calculation of Interest

Interest for the current year (50,800+1,31,300) 1,82,100.00
Add: 1/5" of Prior period interest (49,200 x 1/5) 9,840.00

Interest deduction allowed u/s 24(b) 1,91,940.00
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MULTIPLE CHOICE QUESTIONS

1. Vacant site lease rent is taxable as

(a) Income from house property

(b) Business income or income from house property, as the case may be

(c) Income from other sources or business income, as the case may be

(d) Income from other sources or income from house property, as the case may be

2. Treatment of unrealized rent for determining income from house property

(a) To be deducted from expected rent

(b) To be deducted from actual rent

(c) To be deducted under section 24 from annual value

(d) To be deducted from both expected rent and actual rent

3. Municipal taxes to be deducted from GAYV should be

(a) Paid by the tenant during the previous year

(b) Paid by the owner during the previous year

(c) Accrued during the previous year

(d) Paid during the previous year either by tenant or owner

4. Deduction under section 24(a) is

(a) 1/3" of NAV

(b) repairs actually incurred by the owner

(c) 30% of NAV

(d) Interest on borrowed capital

5. Interest on borrowed capital accrued up to the end of the previous year prior to the year of
completion of construction is

(a) allowed as a deduction in the year of completion of construction

(b) allowed in 5 equal annual installments from the year of completion of construction

(c) allowed in the respective year in which the interest accrues

(d) not allowed

6. Leena received 30,000 as arrears of rent during the P.Y. 2023-24. The amount taxable under
section 25A would be -

(a) 330,000

(b) 21,000

(c) 320,000

(d) 15,000

7. Vidya received 390,000 in May, 2023 towards recovery of unrealised rent, which was deducted from
actual rent during the P.Y. 2021-22 for determining annual value. Legal expense incurred in relation
to unrealized rent is 320,000. The amount taxable under section 25A for A.Y.2024-25 would be -

(a) 70,000

(b) 263,000

(c) 360,000

(d) 349,000

8. Ganesh and Rajesh are co-owners of a self-occupied property. They own 50% share each. The
interest paid by each co-owner during the previous year on loan (taken for acquisition of property
during the year 2004) is ¥2,05,000. The amount of allowable deduction in respect of each co-owner is —
(a) %2,05,000

(b) %1,02,500

() 32,00,000

(d) %1,00,000

9. Mr. Zen owns a flat in Mumbai which was let out by him in the previous year 2023 — 24 on a rent of
20,000 p.m. upto December, 2023 and for 330,000 p.m. thereafter. The annual municipal value is of
%3,00,000, Fair Rent is ¥2,50,000 and Standard Rent is ¥2,90,000. The Gross Annual Value of the flat
shall be taken as:

(a) ¥ 2,70,000
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(b) X3,00,000

() ¥2,50,000

(d) X2,90,000

10. A borrowed %5,00,000 @ 12% p.a. on 1-4-2019 for construction of house property which was
completed on 15-3-2023. The amount is still unpaid. The deduction of interest for previous year 2023-
24 shall be :

(a) 60,000

(b) 396,000

(c) %1,80,000

(d) 22,40,000

11. Ms. Padmaja let out a property for 20,000 per month during the year 2023-24. The municipal tax
on the let-out property was enhanced retrospectively. Hence, she paid X60,000 as municipal tax which
included arrears of municipal tax of ¥45,000. Her income from house property is —

(a) %1,80,000

(b) %1,57,500

(c) %1,26,000

(d) 1,36,500

12. The construction of a house was completed on 31st January, 2024. The owner of the house took a
loan of %20,00,000 @ 6% p.a. on 1st May, 2023. In this case the deduction allowable for the previous
year 2023-24 towards interest on borrowings is —

(a) 22,000

(b) 24,000

(c) 1,10,000

(d) None of the above.

13. Standard Deduction u/s 24(a) shall be

(a) 25% of NAV

(b) 30% of NAV

(c) 25% of GAV

(d) 30% of GAV

14. GAYV shall be

(a) Higher of expected rent and rent received/receivable

(b) Lower of expected rent and rent received/receivable

(c) Higher of municipal value and fair rent

(d) NAV minus municipal taxes

15. Expected rent shall be

(a) Higher of municipal value and fair rent but restricted to Standard rent

(a) Lower of municipal value and fair rent but maximum to Standard rent

(c) Higher of municipal value and fair rent

(d) Lower of municipal value and fair rent

16. Prior Period Interest shall be allowed in

(a) 5 annual equal installments

(a) 4 annual equal installments

(c) 3 annual equal installments

(d) 2 annual equal installments

17. The Ceiling limit of deduction u/s 24(b) in respect of interest on loan taken for let out property
shall be

(a) 30,000 p.a.

(a) % 1,50,000 p.a.

(c) %2,00,000 p.a.

(d) No limit

18. Recovery of unrealized rent shall be taxable under the head

(a) House Property

(b) Business/Profession
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(c) Other sources

(d) None of the above

19. If any person is engaged in the business of letting out of house property, income shall be taxable
under the head

(a) Business/profession

(b) House property

(c) Other sources

(d) Capital gains

(e) None of these

20. If loan has been taken on 01.04.2022 and house was completed on 31.03.2023, in this case
(a) no prior period installment in p.y. 2023-24

(b) there is prior period installment in p.y. 2023-24

Answer
1.(c); 2.(b); 3. (b); 4. (c); 5. (b); 6. (b); 7. (b); 8. (c); 9. (d); 10. (b); 11. (c); 12. (c); 13. (b); 14. (a); 15. (a);
16. (a); 17. (d); 18. (a); 19. (a); 20. (a)
Hint for answer 6.
Arrears of rent received 30,000.00
Less: Deduction under section 25A @ 30% (9.000.00)
Income from House property 21,000.00
Hint for answer 7.
Recovery of Unrealised Rent 90,000
Less: Deduction @ 30% (27,000)
Income under the head House Property 63,000
Hint for answer 9.

4 4
Gross Annual Value 2,90,000
Working Note:
(a) Municipal value of property 3,00,000
(b) Fair rent 2,50,000
(c) Higher of (a) and (b) 3,00,000
(d) Standard rent 2,90,000
(e) Annual Letting Value / Expected Rent [lower of (¢) and (d)] 2,90,000
() Actual rent [20,000 x 9] + [30,000 x 3] 2,70,000
(g) Gross Annual Value [higher of (e) and (f)] 2,90,000

Hint for answer 10.

Prior period interest

From 01.04.2019 to 31.03.2022

=5,00,000 x 12% x 3 =1,80,000

1,80,000 allowed in 5 equal instalments
=1,80,000 /5 =% 36,000 per annum

Current period interest

From 01.04.2023 to 31.03.2024

=5,00,000 x 12% x 1 =360,000

Total Interest = 360,000 + ¥ 36,000 = 396,000

Hint for answer 11.

Computation of income under the head House Property

Gross Annual Value (20,000 X 12) 2,40,000.00
Less: Municipal Tax (60,000.00)
Net Annual Value 1,80,000.00
Less: Standard Deduction u/s 24(a) (54,000.00)
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Less: Interest u/s 24(b) NIL
Income from House Property 1,26,000.00

Hint for answer 12.

Prior period interest NIL
Current period interest

From 01.05.2023 to 31.03.2024

=20,00,000 x 6% x 11/12 =%1,10,000

Total Interest =31,10,000 +3 0=71,10,000
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PRACTICE PROBLEMS

TOTAL PROBLEMS 26
Problem 1:
Mr. X has let out one building @ X 90,000 p.m. and fair rent is X 80,000 p.m. standard rent Z 1,00,000 p.m.
Municipal valuation X 81,000 p.m., Municipal Tax paid X 70,000 p.a., Interest on loan for construction of
house property % 82,000.
Compute his tax liability for assessment year 2024-25.
Answer: Tax Liability: Nil

Problem 2:

X Ltd. has let out one building to ABC Ltd. @ %3,00,000 p.m. and X Ltd. has paid municipal tax of
%6,00,000 p.a. X Ltd. has paid interest of ¥3,00,000 on loan taken for construction of building. Fair rent of
the building is 32,50,000 p.m. and Municipal Valuation is 32,75,000 p.m. and Standard Rent is 32,80,000
p.m.

Compute Income Tax Liability for assessment year 2024-25.

Answer: Income Tax Liability: ¥5,61,600

Problem 3:

XYZ Ltd. has let out one building to ABC Ltd. @ %2,00,000 p.m. Fair rent is 31,80,000 p.m. and standard
rent 32,20,000 p.m. The company paid municipal tax of ¥6,00,000 during the year.

Compute income tax Liability of XYZ Ltd.

Answer: Income Tax Liability: ¥3,93,120

Problem 4:

Mr. X has let out one house at a rent of 50,000 p.m. Fair rent 55,000 p.m. Municipal Valuation 352,000
p.m., standard rent 360,000 p.m.. The house remain vacant for 3 months. The assessee paid municipal tax
%30,000. Interest on loan u/s 24(b) is *20,000.Compute Income and Tax Liability A.Y. 2024-25.

Answer: Income Tax Liability: Nil

(b) Presume it is let out at a rent of 260,000 P.m.

Answer: Income Tax Liability: Nil

(c) Presume it is let out at a rent of 55,000 P.m.

Answer: Income Tax Liability: Nil

(d) Presume it is let out at a rent of ¥1,00,000 P.m.

Answer: Income Tax Liability: Nil

Problem 5:

Mr. X has let out one house at a rent of %15,00,000 p.m. Fair rent 315,50,000 p.m. Municipal Valuation
%15,20,000 p.m., standard rent 216,00,000 p.m.. The house remain vacant for 3 months. The assessee paid
municipal tax ¥13,00,000. Interest on loan u/s 24(b) is X12,00,000.Compute Income and Tax Liability A.Y.
2024-25.

Answer: Income Tax Liability: ¥35,55,710

(b) Presume it is let out at a rent of 16,00,000 P.m.

Answer: Income Tax Liability: 323,92,100

(c) Presume it is let out at a rent of X15,60,000 P.m.

Answer: Income Tax Liability: ¥23,05,620

(d) Presume it is let out at a rent of 320,00,000 P.m.

Answer: Income Tax Liability: ¥34,05,010

Problem 6.
Compute gross annual value in the following cases for the assessment year 2024-25:
Particulars Situation 1 Situation 2 Situation 3 Situation 4

Fair Rent (p.m.) 10,000 12,000 13,000 15,000
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Municipal Valuation (p.m.) 11,000 10,000 8,000 17,000
Standard Rent (p.m.) 12,000 11,000 7,000 16,000
Rent received/ receivable (p.m.) 7,000 11,500 20,000 16,000
Vacancy - 2 months 1 month 3 month
Unrealised rent 1 month - 3 month 1 month

Answer = Gross Annual Value: Situation 1: %1,32,000; Situation 2: %1,15,000; Situation 3: %1,60,000;
Situation 4: 21,92,000

Problem 7.

Mr. X has let out one house property @ I70000 per month and there is unrealised Rent of 2 months and
there is vacancy of 3 month. Fair rent 60,000 per month, municipal valuation 55,000 per month and
standard rent ¥80,000 per month. Municipal tax paid 262,000. Interest on loan for construction of the house
property is X75,000.The assessee has unrealised Rent of 32,00,000 in P.Y. 2021-22 and he has recovered
%1,50,000 in P.Y. 2023-24 and interest of ¥18,000 and he has incurred 311,000 as legal expense.

Compute his tax liability for assessment year 2024-25.

Answer: Tax Liability: Nil

Problem 8.

Mr. X (non-resident) has one house with fair rent 20,000 p.m., municipal valuation 310,000 p.m., standard
rent 18,000 p.m. It was let out for X12,000 p.m. but it remains vacant for 172 months and there was
unrealised rent for 2 months. Municipal taxes paid are 11,000 and interest on capital borrowed for
construction of the house is %3,00,000.

Mr. X has income under the head other sources 37,00,000.

Compute his total income and tax liability for the assessment year 2024-25.

Answer = Total Income: X5,43,500; Tax Liability: ¥12,660

Problem 9.

Mrs. X has taken a loan of % 11,00,000 on 01.07.2017 at a rate of 10% per annum from SBI for construction
of one house which was completed on 31.03.2019 and the house was let out at a rate of ¥80,000 per month
w.e.f. 01.11.2022 and fair rent is ¥1,00,000 per month. Municipal taxes paid in previous year 2023-2024
%30,000. She has taken a fresh loan of %11,00,000 on 01.07.2022 @ 11% per annum and it was utilized to
repay the original amount.

Compute her income tax liability for assessment year 2024-25.

Answer: Income Tax Liability: Nil

Problem 10.

Mr. X took a loan of X 6,10,500 @ 7% p.a. on 01.09.2020 from his friend for construction of one house
which was completed on 01.06.2023 and it was let out @ 9,000 p.m. It remained vacant for 1’2 month and
there is unrealised rent of X1,000. The fair rent of house is ¥10,000 p.m. Assessee has repaid half of the loan
amount on 01.07.2022 and remaining amount on 01.02.2024. He has also paid municipal tax of X3,000. His
income under the head salary 32,65,000.

Compute his total income and tax liability for the assessment year 2024-25.

Answer = Total Income: 32,96,220; Tax Liability: Nil

Problem 11.

Mr. X has taken a loan on 01.07.2020 from SBI @ 11% p.a. of ¥15,00,000 for construction of one house
which was completed on 01.11.2022 and was self occupied and municipal taxes paid in previous year
2023-24 %32,000. He has given repayment of loan of 370,000 on 01.01.2024. He has submitted a certificate
confirming the amount of interest.

He has income under the head Salary %6,00,000

Compute income tax liability for assessment year 2024-25.

Answer: Tax Liability: Nil
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Problem 12.

Mrs. X has taken a loan on 01.11.2019 from PNB @ 10% p.a. of 310,00,000 for purchase of one house
which was purchased on 01.01.2020 and was self occupied and municipal taxes paid in previous year 2023-
2024 %30,000. She has repaid the loan amount in annual installments of 350,000 starting from 01.01.2021.
The house was vacant for 1 month in previous year 2023-24. She has submitted a certificate confirming the
amount of interest.

She has short term capital gains under section 111A %10,00,000.

Compute Income Tax Liability for assessment year 2024-25.

Answer: Tax Liability: 383,200

Problem 13.

Mr. X has taken a loan of X15,00,000 from State Bank on 01.07.2021 @ 10% p.a. and the residential house
was completed on 01.05.2023 and was let out w.e.f. 01.06.2023 @ 80,000 p.m. and fair rent of the house is
290,000 p.m.

He repaid half of the loan amount on 01.01.2024.

Compute his Income Tax Liability for assessment year 2024-25.

Answer = Total Income: %5,09,250; Tax Liability: Nil

Problem 14.

Mr. X has taken a loan of ¥11,00,000 on 01.07.2020 @ 10% p.a. from his friend for construction of one
house which was completed on 01.09.2022 and the house is self occupied during the previous year 2023-24
and Mr. X has paid municipal tax of %12,000.

The assessee has submitted a certificate confirming the amount of interest. Mr. X has short term capital
gains under section 111A 120 lakhs.

Compute his income and Tax Liability for the assessment year 2024-25.

Answer: Total Income: X 120,00,000; Tax Liability: 20,98,980

Problem 15.

Mr. X has 2 houses. First is self occupied with fair rent 320,000 p.a., municipal valuation is 55,000 p.a..
Fair rent as per Rent Control Act is 50,000 p.a.. However the house remains vacant for 2 months Architect
has issued completion certificate on 01.07.2021. Mr. X has taken loan for addition to house %3,50,000 on
01.04.2023 @ 13% p.a. The loan was repaid on 01.03.2024 and assessee has submitted a certificate from the
person from whom he has taken the loan certifying that the amount of interest claimed by Mr. X is correct.
In the earlier years, the house was let out and the assessee has recovered unrealised rent of 32,000 in the
previous year 2023-24. The assessee has also incurred legal expenses of 3350.

The second house is also self-occupied. However its similar building rent is 364,000 p.a. and rent
determined by municipality for charging house tax is 266,000 p.a. Its standard rent is 6,000 p.m. municipal
tax payable are X5,000.

He has long term capital gains 320,00,000.

Compute his income tax liability for Assessment Year 2024-25.

Answer = Income Tax Liability: 3,53,890

Problem 16.

Mr. X has let out one house @ 45,000 p.m., but this house was vacated on 01.11.2023. The house was self
occupied w.e.f. 01.01.2024. Fair rent of this house is ¥50,000 p.m., municipal valuation is 47,000 p.m. and
standard rent is 348,000 p.m. The assessee has paid municipal taxes @ 10% of municipal valuation. Interest
on capital borrowed is I42,000. Land revenue paid by the assessee is 11,000 and ground rent paid by him is
%3,000. The assessee has taken a loan for payment of municipal tax and interest paid on loan is X500.
Compute his income under the head house property and tax liability for assessment year 2024-25.

Answer = Income under the head House Property: 33,21,720; Tax Liability: Nil
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Problem 17.

Mr. X has two houses one of which is self occupied throughout the year. Its fair rent is 310,000 p.m.,
municipal valuation X11,000 p.m. and standard rent is 310,500 p.m. Municipal taxes paid are 26,000 and
interest on capital borrowed is ¥41,000. The assessee has taken the loan for construction of the house on
01.04.1998.

Second house is self occupied for 4 months and let out for 8§ months @ of 345,000 p.m. Its fair rent is
220,000 p.m., municipal valuation is ¥18,000 p.m. and standard rent ¥15,000 p.m. Municipal taxes paid are
220,000 and interest on capital borrowed is ¥45,000. The assessee has taken the loan for construction of the
house on 01.04.1998.

Compute his income under the head house property for the assessment year 2024-25.

Answer = Income under the head House Property: % 1,93,000

Problem 18.

Mr. X has let out one showroom building in Pitam Pura @ 1,00,000 p.m. and has paid municipal tax
%85,000 and fair rent of the house is 398,000 p.m.

He has received arrears of rent X3,00,000 relating to the previous year 2022-23.

He has also received unrealized rent of %4,00,000 of previous year 2021-22 and also interest of 320,000 on
such unrealised rent and he has paid ¥27,000 to the advocate in connection with recovery of unrealized rent.
Compute his income tax liability for assessment year 2024-25.

Answer: Tax Liability: 1,12,420

Problem 19.
Mr. X occupied two flats for his residential purposes, particulars of which are as follows:

Particulars Flat I Flat I1

(in %) (in%)
Municipal Valuation 95,000 p.a. 50,000 p.a.
Fair Rent 1,25,000 p.a. 45,000 p.a.
Fair Rent under Rent Control Act 85,000 p.a. Not available
Municipal taxes paid 10% 10%
Fire Insurance paid 1,500 650
Ground rent due 700 900
Land revenue paid 600 800
Interest payable on capital borrowed for purchase of flat 45,000 Nil

Income of Mr. X from his proprietary business—warehousing corporation is ¥7,00,000. Determine the total
income and tax liability for the assessment year 2024-25, you are informed that Mr. X could not occupy flat
for 2 months commencing from December 1%, 2023 and that he has attained the age of 82 on 23.08.2023.
Answer = Total Income: X7,00,000; Tax Liability: Nil

Problem 20.
Mr. X and Mr. Y constructed their houses on a piece of land purchased by them at New Delhi. The built up
area of each house was 1,000 sq. ft. ground floor and an equal area at the first floor.
Mr. X started construction of the house on 01.04.2022 and completed it on 31.03.2023. Mr. X occupied the
entire house on 01.04.2023. Mr. X has availed a housing loan of %25 lakhs @ 12% p.a. on 01.04.2022 and
has also submitted a certificate from the lender certifying the amount of interest.
Mr. Y started construction on 01.04.2022 and completed it on 30.06.2023. Mr. Y occupied the ground floor
on 01.07.2023 and let out the first floor for a rent of 220,000 per month. However, the tenant vacated the
house on 31.12.2023 and Mr. Y occupied the entire house during the period 01.01.2024 to 31.03.2024. Mr.
Y has availed a housing loan of 15 lakhs @ 10% p.a. on 01.07.2022 and has also submitted a certificate
from the lender certifying the amount of interest.
Following are the other information: g
(i) Fair rental value of each unit 1,20,000 Per annum
(Ground floor / first floor)
(i1) Municipal value of each unit 92,000 Per annum
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(Ground floor / first floor)

(ii1) Municipal taxes paid by X - 10,000
Y - 10,000
(iv) Repair and maintenance charges paid by X - 30,000
Y - 32,000

No repayment was made by either of them till 31.03.2024. Compute income from house property for Mr. X
and Mr. Y for the previous year 2023-24 (assessment year 2024-25).
Answer = Mr. X: Nil; Mr. Y: % (5,750)

Problem 21.

Mrs. X is the owner of a house property. She borrowed 260,000 from life insurance corporation of India on
I8t September 2016 @ 15% p.a. for the construction of this house. The construction was completed on
31.03.2019. Since then the house is under her self-occupation. On 1% June 2023 the house was let out @
23,000 p.m. The tenant vacated the house on 1% August 2023. She occupied the house for self-occupancy.
The house is again let out @ 3,500 p.m. from 1% October 2023.

Other particulars of the house for the previous year 2023-24. 4
Municipal Valuation 22,000 p.a.
Municipal taxes disputed, hence not paid 2,200 p.a.
Ground rent for the previous year 2023-24 outstanding 3,200
Insurance premium paid 1,200
Refund of first loan instalment to LIC on 01.10.2023 15,000

Compute the income from house property for assessment year 2024-25.
Answer = Income under the head House Property: 311,025

Problem 22.

Mr. X owns a residential house property. It has two identical units—unit I and unit II. Unit I is self~occupied
by Mr. X and his family members, unit II is let out (rent being 310,500 per month, this unit remained vacant
for one month during which it was self-occupied). Municipal value of the property is X1,30,000. Standard
rent is X1,40,000 and fair rent is X1,53,000. Municipal taxes is imposed @ 12% (on municipal value) which
is paid by Mr. X. Other expenses for the previous year 2023-24 being repairs %5,100 and insurance %6,300.
Mr. X borrowed %9,00,000 on 01.07.2020 from LIC @ 12% p.a. to construct the property. Construction of
the house was completed on 30.06.2022. The entire loan is still unpaid.

Compute the total income and tax liability of Mr. X for the assessment year 2024-25 on the assumption that
income of Mr. X from other sources is 23,90,000.

Answer = Total Income: %3,92,490; Tax Liability: Nil

Problem 23.

Mr. X has a house property situated in Mumbai which has two units. Unit I has a floor area of 70% whereas
the unit II has a floor area of 30%. Both the units were self-occupied by the assessee. As the assessee was
allowed a rent free accommodation by his employer w.e.f. 01.04.2023, he vacated both of the units and let
out unit I at a rent of 13,000 p.m. and unit II for ¥5,000 p.m. unit I remained vacant for 1’2 months whereas

unit IT was vacant for one month. Other particulars of the house property are asunder: 4
Municipal Valuation 1,55,000
Fair Rent 1,75,000
Standard Rent 1,65,000
Municipal taxes paid 35,000
Ground rent due 15,000

Compute income from house property for the assessment year 2024-25.
Answer = Income under the head House Property: 31,09,550

Problem 24.
Mr. X is the owner of a residential house whose construction was completed on 31.08.2019. It has been let
out from 01.01.2020 for residential purposes. Its particulars for the financial year 2023-24 are given below:
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4
(i) Municipal Valuation (p.a.) 68,000
(i1)) Expected Fair Rent (p.a.) 75,000
(ii1)) Standard Rent under the Rent Control Act (p.m.) 7,200
(iv) Actual Rent (p.m.) 7,200
(v) Municipal taxes paid (including X7,000 paid by tenant) 21,000
(vi) Water/sewerage benefit tax, levied by State Government paid under protest 5,100
(vii) Interest on loan taken for the construction of the house. The interest has been paid
outside India to a non-resident without deduction of tax at source 20,000

(viii) Stamp duty and registration charges incurred in respect of the lease agreement of the house 2,500
(ix) The unrealised rent for previous year 2022-23 amounts to 342,000.
There is recovery of 322,000 from the defaulting tenant.
Legal charges for the recovery of rent 4,500
Compute income from house property for the assessment year 2024-25.
Answer = Income under the head House Property: 366,080

Problem 25.

Mr. X has three houses with details given below:

House 1

It is self occupied with fair rent of 320,000, municipal valuation 55,000, rent as per Rent Control Act is
%50,000. However the house remains vacant for 2 months. Architect has issued completion certificate on
01.07.2021. Loan taken for addition to the house %5,00,000 on 01.04.2023 @ 13% p.a. and loan amount was
repaid on 01.03.2024. The assessee has submitted a certificate from the person from whom he has taken the
loan certifying the amount of the interest claimed.

In the earlier years the house was let out and the assessee has recovered unrealised rent of 32,000 in the
previous year 2023-24 and interest on such unrealised rent also amounting to 3250. However the assessee
has incurred legal expenses of 3350.

House 11

It is self occupied. Its similar building rent is 364,000 and rent determined by municipality for charging
house tax is 366,000 and its fair rent under Rent Control Act (p.m.) is 36,000. Municipal taxes payable
5,000.

The assessee has also recovered unrealised rent of 32,000 in the previous year 2021-22 but the expenses
thereon are paid in the year 2023-24 amounting to 3200.

House III

It is let out @ 50,000 p.m. and fair rent is 60,000 p.m. Water tax and house tax paid to municipality is
%11,000. Insurance premium paid 26,500 and expenses on repairs X3,000.

Interest on capital borrowed for purchase of house is ¥55,000.

He has long term capital gains of 33,50,000.

Compute his total income and tax liability for assessment year 2024-25.

Answer = Total Income: 37,92,950; Tax Liability: 81,000

Problem 26.
Determine the income head under which the following incomes shall be taxable.
(1) Mr. X has income from letting out house property.
(i1) Mr. X has sold one house property.
(ii1))  ABC Ltd. has 500 flats for the purpose of sale/purchase.
(iv)  Mr. X has let out an open land.
v) ABC Ltd. has 500 flats for the purpose of letting out and ABC Ltd. is engaged in the business
of letting out.
(vi)  ABC Ltd. has constructed flats within its premises for letting out to the employees.
(vil) Mr. X is engaged in the business of providing paying guest accommodation in his own
building.
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(viii) Mr. X is engaged in the business of warehousing.

(ix)  Mr. X has sublet one house property.

x) Mr. X has let out his hotel building.
Answer = (i) House Property; (ii) Capital Gains; (iii) Business/Profession; (iv) Other Sources; (v)
Business/Profession; (vi) Business/Profession; (vii) Business/Profession; (viii) Business/Profession; (ix)
Other Sources; (x) House Property
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SOLUTIONS

TO
Solution 1: 3
Computation of income under the head House Property
Gross Annual Value 10,80,000
Working Note: 4
(a) Fair Rent (¥ 80,000 x 12) 9,60,000
(b) Municipal Valuation (X 81,000 x 12) 9,72,000
(c) Higher of (a) or (b) 9,72,000
(d) Standard Rent (% 1,00,000 x 12) 12,00,000
(e) Expected Rent {Lower of (c) or (d)} 9,72,000
(f) Rent received (390,000 x 12) 10,80,000
GAYV = Higher of (e) or (f) 10,80,000
Less: Municipal Tax (70,000)
Net Annual Value 10,10,000
Less: 30% of NAV u/s 24(a) (3,03,000)
Less: Interest on capital borrowed u/s 24(b) (82,000)
Income under the head House Property 6,25,000
Gross Total Income 6,25,000
Less: Deduction under Chapter VI-A Nil
Total Income 6,25,000
Computation of Tax Liability
Tax on %6,25,000 at slab rate 17,500
Less: Rebate u/s 87A (17,500)
Tax liability Nil
Solution 2: 4
Computation of income under the head House Property
Gross Annual Value 36,00,000.00
Working Note: 4
(a) Fair Rent (2,50,000 x 12) 30,00,000
(b) Municipal Value (2,75,000 x 12) 33,00,000
(c) Higher of (a) or (b) 33,00,000
(d) Standard Rent (2,80,000 x 12) 33,60,000
(e) Expected Rent {Lower of (c) or (d)} 33,00,000
(f) Rent received /receivable (3,00,000 x 12) 36,00,000
GAYV shall be higher of (e) or (f) 36,00,000
Less: Municipal Tax (6,00,000.00)
Net Annual Value 30,00,000.00
Less: 30% of NAV u/s 24(a) (9,00,000.00)
Less: Interest on capital borrowed u/s 24(b) (3,00,000.00)
Income under the head House Property 18,00,000.00
Gross Total Income 18,00,000.00
Less: Deduction under Chapter VI-A Nil
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Total Income

Computation of Tax Liability
Tax on ¥18,00,000 @ 30%
Add: HEC @ 4%

Tax Liability

Solution 3.
Computation of income under the head House Property
Gross Annual Value (2,00,000 x 12)

Working Note: 4

(a) Fair Rent (1,80,000 x 12) 21,60,000
(b) Standard Rent (2,20,000 x 12) 26,40,000
(c) Expected Rent (lower of (a) or (b) 21,60,000
(d) Rent Received/Receivable (2,00,000 x 12) 24,00,000
GAYV = Higher of (c) or (d) 24,00,000

Less: Municipal Tax

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income under the head House Property
Gross Total Income

Less: Deduction under Chapter VI-A
Total Income

Computation of Tax Liability

Tax on %12,60,000 @ 30%

Add: HEC @ 4%

Tax Liability

Solution 4: Computation of Total Income & Tax Liability of Mr. X
Gross Annual Value

Working Note: 4
(a) Fair Rent (355,000 x 12) 6,60,000
(b) Municipal Valuation (352,000 x 12) 6,24,000
(c) Higher of (a) or (b) 6,60,000
(d) Standard Rent (360,000 x 12) 7,20,000
(e) Expected Rent {Lower of (c) or (d)} 6,60,000
(f) Rent received /receivable (50,000 x 9) 4,50,000
If there was no vacancy, in that case rent received/receivable would have been

(50,000 x 12) %6,00,000 which is not exceeding expected rent hence GAV shall be
expected rent i.e. 36,60,000

GAV 6,60,000
Less: Municipal Tax

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income under the head House Property
Total Income

Computation of Tax Liability

Tax on Normal Income 34,21,000 at slab rate
Less: Rebate u/s 87A

Tax Liability
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18,00,000.00

5,40,000.00
21,600.00
5,61,600.00

4

24,00,000.00

(6,00,000.00)
18,00,000.00
(5,40,000.00)
Nil
12,60,000.00
12,60,000.00
Nil
12,60,000.00

3,78,000.00
15,120.00
3,93,120.00

4
6,60,000.00

(30,000.00)
6,30,000.00
(1,89,000.00)
(20,000.00)
4,21,000.00
4,21,000.00

6,050.00
(6,050.00)
Nil
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Solution 4(b): Computation of Total Income & Tax Liability of Mr. X
Gross Annual Value

Working Note: 4

(a) Fair Rent (355,000 x 12) 6,60,000
(b) Municipal Valuation (352,000 x 12) 6,24,000
(c) Higher of (a) or (b) 6,60,000
(d) Standard Rent (360,000 x 12) 7,20,000
(e) Expected Rent {Lower of (c) or (d)} 6,60,000
(f) Rent received /receivable (60,000 x 9) 5,40,000

If there was no vacancy, in that case rent received/receivable would have been

(60,000 x 12) X7,20,000 which is exceeding expected rent hence GAV shall be Rent
received/receivable i.e. ¥5,40,000

GAV 5,40,000

Less: Municipal Tax

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income under the head House Property
Total Income

Computation of Tax Liability

Tax on Normal Income ¥3,37,000 at slab rate
Less: Rebate u/s 87A

Tax Liability

Solution 4(c): Computation of Total Income & Tax Liability of Mr. X
Gross Annual Value

Working Note: 4

(a) Fair Rent (355,000 x 12) 6,60,000
(b) Municipal Valuation (352,000 x 12) 6,24,000
(c) Higher of (a) or (b) 6,60,000
(d) Standard Rent (360,000 x 12) 7,20,000
(e) Expected Rent {Lower of (c) or (d)} 6,60,000
(f) Rent received /receivable (55,000 x 9) 4,95,000

If there was no vacancy, in that case rent received/receivable would have been

(55,000 x 12) %6,60,000 which is equal to expected rent hence GAV shall be Rent
Received/ receivable i.e. ¥4,95,000

GAV 4,95,000

Less: Municipal Tax

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income under the head House Property
Total Income

Computation of Tax Liability

Tax on Normal Income ¥3,05,500 at slab rate
Less: Rebate u/s 87A

Tax Liability
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%
5,40,000.00

(30,000.00)
5,10,000.00
(1,53,000.00)
(20,000.00)
3,37,000.00
3,37,000.00

1,850.00
(1,850.00)
Nil

g
4,95,000.00

(30,000.00)
4,65,000.00
(1,39,500.00)
(20,000.00)
3,05,500.00
3,05,500.00

275.00
(275.00)
Nil



Income Under The Head House Property 171

Solution 4(d): Computation of Total Income & Tax Liability of Mr. X g
Gross Annual Value 9,00,000.00

Working Note: 4

(a) Fair Rent (355,000 x 12) 6,60,000

(b) Municipal Valuation (352,000 x 12) 6,24,000

(c) Higher of (a) or (b) 6,60,000

(d) Standard Rent (360,000 x 12) 7,20,000

(e) Expected Rent {Lower of (c) or (d)} 6,60,000

(f) Rent received /receivable (1,00,000 x 9) 9,00,000

If there was no vacancy, in that case rent received/receivable would have been

(1,00,000 x 12) ¥12,00,000 which is exceeding expected rent hence GAV shall be Rent

received/receivable i.e. ¥9,00,000

GAV 9,00,000

Less: Municipal Tax (30,000.00)

Net Annual Value 8,70,000.00

Less: 30% of NAV u/s 24(a) (2,61,000.00)

Less: Interest on capital borrowed u/s 24(b) (20,000.00)

Income under the head House Property 5,89,000.00

Total Income 5,89,000.00

Computation of Tax Liability

Tax on Normal Income ¥5,89,000 at slab rate 14,450.00

Less: Rebate u/s 87A (14,450.00)

Tax Liability Nil
Solution 5: 4

Computation of Total Income & Tax Liability of Mr. X

Gross Annual Value 186,00,000.00

Working Note: 4

(a) Fair Rent (215,50,000 x 12) 186,00,000

(b) Municipal Valuation (315,20,000 x 12) 182,40,000

(c) Higher of (a) or (b) 186,00,000

(d) Standard Rent (316,00,000 x 12) 192,00,000

(e) Expected Rent {Lower of (c) or (d)} 186,00,000

(f) Rent received /receivable (15,00,000 x 9) 135,00,000

If there was no vacancy, in that case rent received/receivable would have been

(15,00,000 x 12)%180,00,000 which is not exceeding expected rent hence GAV shall

be expected rent i.e. ¥186,00,000

GAV 186,00,000

Less: Municipal Tax (13,00,000.00)

Net Annual Value 173,00,000.00

Less: 30% of NAV u/s 24(a) (51,90,000.00)

Less: Interest on capital borrowed u/s 24(b) (12,00,000.00)

Income under the head House Property 109,10,000.00

Total Income 109,10,000.00

Computation of Tax Liability

Tax on Normal Income ¥109,10,000 at slab rate 29,73,000.00

Add: Surcharge @ 15% 4,45,950.00

Tax before health & education cess 34,18,950.00

Add: HEC @ 4% 1,36,758.00

Tax Liability 35,55,708.00

Rounded off u/s 288B 35,55,710.00
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Solution 5(b):
Computation of Total Income & Tax Liability of Mr. X

Gross Annual Value

Working Note: 4

(a) Fair Rent (%15,50,000 x 12) 186,00,000
(b) Municipal Valuation (315,20,000 x 12) 182,40,000
(c) Higher of (a) or (b) 186,00,000
(d) Standard Rent (316,00,000 x 12) 192,00,000
(e) Expected Rent {Lower of (c) or (d)} 186,00,000
(f) Rent received /receivable (16,00,000 x 9) 144,00,000

If there was no vacancy, in that case rent received/receivable would have been
(16,00,000 x 12)X192,00,000 which is exceeding expected rent hence GAV shall be
rent received/receivable i.e. ¥144,00,000

GAV 144,00,000

Less: Municipal Tax

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income under the head House Property
Total Income

Computation of Tax Liability

Tax on Normal Income ¥79,70,000 at slab rate
Add: Surcharge @ 10%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

Rounded off u/s 288B

Solution 5(¢):
Computation of Total Income & Tax Liability of Mr. X

Gross Annual Value

Working Note: 4

(a) Fair Rent (%15,50,000 x 12) 186,00,000
(b) Municipal Valuation (315,20,000 x 12) 182,40,000
(c) Higher of (a) or (b) 186,00,000
(d) Standard Rent (316,00,000 x 12) 192,00,000
(e) Expected Rent {Lower of (c) or (d)} 186,00,000
(f) Rent received /receivable (15,60,000 x 9) 140,40,000

If there was no vacancy, in that case rent received/receivable would have been
(15,60,000 x 12)X187,20,000 which is exceeding expected rent hence GAV shall be
rent received/ receivable i.e. ¥140,40,000

GAV 140,40,000

Less: Municipal Tax

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income under the head House Property

Total Income

Computation of Tax Liability

Tax on Normal Income ¥77,18,000 at slab rate
Add: Surcharge @ 10%

Tax before health & education cess
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4

144,00,000.00

(13,00,000.00)
131,00,000.00
(39,30,000.00)
(12,00,000.00)
79,70,000.00
79,70,000.00

20,91,000.00
2,09,100.00
23,00,100.00
92,004.00
23,92,104.00
23,92,100.00

4

140,40,000.00

(13,00,000.00)
127,40,000.00
(38,22,000.00)
(12,00,000.00)
77,18,000.00
77,18,000.00

20,15,400.00
2,01,540.00
22,16,940.00
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Add: HEC @ 4%
Tax Liability
Rounded off u/s 288B

Solution 5(d):
Computation of Total Income & Tax Liability of Mr. X

Gross Annual Value

Working Note: 4

(a) Fair Rent (315,50,000 x 12) 186,00,000
(b) Municipal Valuation (315,20,000 x 12) 182,40,000
(c) Higher of (a) or (b) 186,00,000
(d) Standard Rent (16,00,000 x 12) 192,00,000
(e) Expected Rent {Lower of (c) or (d)} 186,00,000
(f) Rent received /receivable (20,00,000 x 9) 180,00,000

If there was no vacancy, in that case rent received/receivable would have been
(20,00,000 x 12) %240,00,000 which is exceeding expected rent hence GAV shall be
rent received/ receivable i.e. ¥180,00,000

GAV 180,00,000

Less: Municipal Tax

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income under the head House Property
Total Income

Computation of Tax Liability

Tax on Normal Income ¥104,90,000 at slab rate
Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax Liability

Rounded off u/s 288B

Solution 6:
Situation 1
Computation of Gross Annual Value
(a) Fair Rent

(10,000 x 12)
(b) Municipal Valuation

(11,000 x 12)
(c) Higher of (a) or (b)
(d) Standard Rent

(12,000 x 12)

(e) Expected Rent {Lower of (c) or (d)}
(f) Rent Received/Receivable

(7,000 x 11)
GAYV = Higher of (e) or (f)
Gross Annual Value
Situation 2
Computation of Gross Annual Value
(a) Fair Rent

(12,000 x 12)
(b) Municipal Valuation
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88,677.60
23,05,617.60
23,05,620.00

4

180,00,000.00

(13,00,000.00)
167,00,000.00
(50,10,000.00)
(12,00,000.00)
104,90,000.00
104,90,000.00

28,47,000.00
4,27,050.00
32,74,050.00
1,30,962.00
34,05,012.00
34,05,010.00
4

1,20,000
1,32,000

1,32,000
1,44,000

1,32,000
77,000

1,32,000
1,32,000
1,44,000

1,20,000
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(10,000 x 12)
(c) Higher of (a) or (b)
(d) Standard Rent
(11,000 x 12)
(e) Expected Rent {Lower of (c) or (d)}
(f) Rent Received/Receivable
(11,500 x 10)
In this case, if there was no vacancy, rent received/receivable would have been ¥1,38,000
hence rent received/receivable is lower in this case due to vacancy, therefore GAV
shall be the rent received/receivable.
Gross Annual Value
Situation 3
Computation of Gross Annual Value
(a) Fair Rent
(13,000 x 12)
(b) Municipal Valuation
(8,000 x 12)
(c) Higher of (a) or (b)
(d) Standard Rent
(7,000 x 12)
(e) Expected Rent {Lower of (c) or (d)}
(f) Rent Received/Receivable
(20,000 x 8)
In this case, rent R/R is higher than the expected rent, GAV shall be Rent R/R
Gross Annual Value
Situation 4
Computation of Gross Annual Value
(a) Fair Rent
(15,000 x 12)
(b) Municipal Valuation
(17,000 x 12)
(c) Higher of (a) or (b)
(d) Standard Rent
(16,000 x 12)
(e) Expected Rent {Lower of (¢) or (d)}
(f) Rent Received/Receivable
(16,000 x 8)
If there was no vacancy, in that case rent received/receivable would have been %1,76,000
and it was still less than expected rent, therefore GAV shall be expected rent.
Gross Annual Value

Solution 7:
Income under the head House Property
Gross annual value

Working Note: 4
(a) Fair rent (60,000 x 12) 7,20,000
(b) Municipal valuation (55,000 x 12) 6,60,000
(c) Higher of (a) or (b) 7,20,000
(d) Standard Rent (80,000 x 12) 9,60,000
(e) Expected Rent {Lower of (c) or (d)} 7,20,000
(f) Rent Received (70,000 x 7) 4,90,000
If there was no vacancy , then Rent Receivable shall be 70,000 x 10 =
7,00,000, which is lower than the expected rent , hence the GAV shall
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1,44,000
1,32,000

1,32,000
1,15,000

1,15,000

1,56,000
96,000

1,56,000
84,000

84,000
1,60,000

1,60,000

1,80,000
2,04,000

2,04,000
1,92,000

1,92,000
1,28,000

1,92,000
4

7,20,000.00
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be 7,20,000 |
Less: Municipal taxes paid (62,000.00)
Net Annual Value 6,58,000.00
Less: 30% of NAV u/s 24(a) (1,97,400.00)
Less: Interest on capital borrowed u/s 24(b) (75,000.00)
3,85,600.00
Unrealised rent recovered of 2021-22 section 25A 1,05,000.00
(1,50,000 — 45,000)
Income under the head House Property 4,90,600.00
Income from other sources 18,000.00
Gross Total Income 5,08,600.00
Less: Deduction under Chapter VI-A Nil
Total Income 5,08,600.00
Computation of Tax Liability
Tax on %5,08,600 at slab rate 10,430.00
Less: Rebate u/s 87A (10,430.00)
Tax Liability Nil
Solution 8: %
Gross Annual Value 2,16,000.00
Working Note: 4
(a) Fair Rent (20,000 x 12) 2,40,000
(b) Municipal Valuation (10,000 x 12) 1,20,000
(c) Higher of (a) or (b) 2,40,000
(d) Standard Rent (18,000 x 12) 2,16,000
(e) Expected Rent {Lower of (c) or (d)} 2,16,000
(f) Rent Receivable = (12,000 x 8.5) 1,02,000
If there was no vacancy, in that case rent received/receivable would have been
%1,20,000 and it was still less than expected rent, therefore GAV shall be expected
rent.
GAV 2,16,000
Less: Municipal Tax (11,000.00)
Net Annual Value 2,05,000.00
Less: 30% of NAV u/s 24(a) (61,500.00)

Less: Interest on capital borrowed u/s 24(b)
Loss under the head House Property
Income under the head Other Sources
Gross Total Income
Less: Deduction under Chapter VI-A
Total Income

Computation of Tax Liability
Tax on ¥5,43,500 at slab rate
Add: HEC @ 4%
Tax Liability
Rounded off u/s 288B

Solution 9:
Income under the head House Property
Gross annual value

(3,00,000.00)
(1,56,500.00)
7,00,000.00
5,43,500.00
Nil
5,43,500.00
12,175.00
487.00
12,662.00
12,660.00

§

12,00,000.00

Working Note:
Fair rent (1,00,000 x 12)
Rent received (80,000 x 12)

4
12,00,000
9,60,000
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Higher shall be the GAV i.e.

12,00,000 |

Less: Municipal taxes paid

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)

Working Note:
Prior period interest
Current year interest 11,00,000 x 11% = 1,21,000

Nil
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(30,000.00)

11,70,000.00
(3,51,000.00)
(1,21,000.00)

Income under the head House Property 6,98,000.00

Gross Total Income 6,98,000.00

Less: Deduction under Chapter VI-A Nil

Total Income 6,98,000.00

Computation of Tax Liability

Tax on ¥6,98,000 at slab rate 24,800.00

Less: Rebate u/s 87A (24,800.00)

Tax Liability Nil

Solution 10: %
Gross Annual Value 1,00,000.00

Working Note: 4

(a) Fair Rent (10,000 x 10) 1,00,000

(b) Expected Rent 1,00,000

(c) Received/Receivable = 9,000 x 8.5 = 76,500 — 1,000 = 75,500

If there was no vacancy, in that case rent received/receivable would have been

389,000 and it was still less than expected rent, therefore GAV shall be expected

rent.

GAV 1,00,000
Less: Municipal taxes (3,000.00)
Net Annual Value 97,000.00
Less: 30% of NAV u/s 24(a) (29,100.00)
Less: Interest on capital borrowed u/s 24(b) (36,680.88)

Working Note:

Current Period interest

From 01.04.2023 to 31.01.2024

=3,05,250 x 7% x 10/12 =%17,806.25

Prior period interest

From 01.09.2020 to 31.03.2023

From 01.09.2020 to 30.06.2022

=6,10,500 x 7% x 22/12 =%78,347.5

From 01.07.2022 to 31.03.2023

=3,05,250 x 7% x 9/12 =%16,025.63

Total =%94,373.13

Instalment = 3¥94,373.13/5 =%18,874.63

Total interest =317,806.25 +318,874.63 =336,680.88
Income under the head House Property 31,219.12
Income under the head Salary 2,65,000.00
Gross Total Income 2,96,219.12
Less: Deductions under Chapter VI-A Nil
Total Income (rounded off u/s 288A) 2,96,220.00

Computation of Tax Liability
Tax on 32,96,220 at slab rate Nil
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Tax Liability

Solution 11:

Income under the head House Property
Income under the head House Property
Income under the head Salary

Gross Total Income

Less: Deduction under Chapter VI-A
Total Income

Computation of Tax Liability

Tax on ¥6,00,000 at slab rate

Less: Rebate u/s 87A

Tax Liability

Solution 12:

Income under the head House Property

Income under the head House Property

Income under the head capital gains (STCG u/s 111A)
Gross Total Income

Less: Deduction under Chapter VI-A

Total Income

Computation of Tax Liability

Tax on %¥7,00,000 (210,00,000 — 3,00,000) @ 15%
Less: Rebate u/s 87A

Tax before health and education cess

Add: HEC @ 4%

Tax Liability

Solution 13:
Computation of income under the head House Property
Gross Annual Value

Working Note: 4

(a) Fair Rent (90,000 x 11) 9,90,000
(b) Expected Rent 9,90,000
(c) Rent Received/Receivable (80,000 x 10) 8,00,000

If there was no vacancy, in that case rent received/receivable would have
been ¥8,80,000 and it was still less than expected rent, therefore GAV
shall be expected rent.

GAV 9,90,000

Less: Municipal Tax
Net Annual Value

Less: 30% of NAV u/s 24(a)
Less: Interest on capital borrowed u/s 24(b)

Working Note:

Prior period interest

From 01.07.2021 to 31.03.2023

=(15,00,000 x 10% x 1) + (15,00,000 x 10% x 9/12)
=%1,50,000 +%1,12,500 =32,62,500

Installment = %2,62,500/5 = 352,500

Current period interest

From 01.04.2023 to 31.03.2024

=(15,00,000 x 10% x 9/12) + (7,50,000 x 10% x 3/12)
=%1,12,500 +%18,750 =%1,31,250
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Nil
4

Nil
6,00,000.00
6,00,000.00

Nil
6,00,000.00

15,000.00
(15,000.00)
Nil

4

Nil
10,00,000.00
10,00,000.00

Nil
10,00,000.00

1,05,000.00
(25,000.00)
80,000.00
3,200.00
83,200.00

9,90,000.00

Nil

9,90,000.00
(2,97,000.00)
(1,83,750.00)
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Total interest on capital borrowed
=352,500 +% 1,31,250 =%1,83,750

Income under the head House Property
Gross Total Income

Less: Deduction under Chapter VI-A
Total Income

Computation of Tax Liability

Tax on ¥5,09,250 at slab rate

Less: Rebate u/s 87A

Tax Liability

Solution 14:

Computation of income under the head House Property
Income under the head House Property

Income under the head capital gains

Short term capital gains u/s 111A

Gross Total Income

Less: Deduction under Chapter VI-A

Total Income

Computation of Tax Liability

Tax onX117,00,000 (120,00,000 — 3,00,000) @ 15%
Add: Surcharge @ 15%

Tax before health & education cess

Add: HEC @ 4%

Tax liability

Solution 15:
As per the amendments now two house shall be treated as self-occupied.
House I & 11 is self-occupied
Income from house I & II
Income under the head House Property
Add: Unrealised rent received (2,000 — 600)
Income under the head House Property
Income under the head Capital Gains (LTCG)
Gross Total Income
Less: Deduction under Chapter VI-A
Total Income
Computation of Tax Liability
Tax on ¥17,01,400 (320,01,400 —%3,00,000) @ 20%
Add: HEC @ 4%
Tax Liability
Rounded off u/s 288B

Solution 16:
Gross Annual Value

Working Note:

(a) Fair Rent (50,000 x 12)

(b) Municipal Valuation (47,000 x 12)
(c) Higher of (a) or (b)

(d) Standard Rent (48,000 x 12)

(e) Expected rent {Lower of (c) or (d)}
(f) Rent Receivable (45,000 x 7)

4
6,00,000
5,64,000
6,00,000
5,76,000
5,76,000
3,15,000

If there was no vacancy, in that case rent received/receivable would have been
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5,09,250.00
5,09,250.00

Nil
5,09,250.00

10,462.50
(10,462.50)
Nil

4
Nil

120,00,000.00
120,00,000.00

Nil
120,00,000.00

17,55,000.00
2,63,250.00
20,18,250.00
80,730.00
20,98,980.00

4

Nil

Nil

1,400.00
1,400.00
20,00,000.00
20,01,400.00
Nil
20,01,400.00

3,40,280.00

13,611.20
3,53,891.20
3,53,890.00

3
5,76,000.00
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%4,05,000 and it was still less than expected rent, therefore GAV shall be expected
rent
GAV 5,76,000

Less: Municipal Tax

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income under the head House Property
Gross Total Income

Less: Deduction under Chapter VI-A

Total Income

Computation of Tax Liability
Tax on ¥3,21,720 at slab rate
Less: Rebate u/s 87A
Tax Liability

Solution 17:
Income from self occupied house
Income from partly self occupied and partly let out house
Gross Annual Value

Working Note: 4
(a) Fair Rent (20,000 x 12) 2,40,000
(b) Municipal Valuation (18,000 x 12) 2,16,000
(c) Higher of (a) or (b) 2,40,000
(d) Standard Rent (15,000 x 12) 1,80,000
(e) Expected Rent 1,80,000
(f) Rent Receivable (45,000 x 8) 3,60,000
GAYV = Higher of (e) or (f) 3,60,000

Less: Municipal taxes

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)
Income from House Property

Income under the head House Property

[31,93,000 + Nil]

Solution 18:
Gross Annual Value

Working Note: 4

(a) Fair rent (98,000 x 12) 11,76,000
(b) Rent receivable (1,00,000 x 12) 12,00,000
GAV {Higher of (a) or (b)} 12,00,000

Less: Municipal Taxes

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)

Add: Arrears of rent (Sec 25A) 3,00,000
Less: 30% of ¥3,00,000 (90,000)

Add: Unrealised Rent (4,00,000 — 1,20,000)
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(56,400.00)
5,19,600.00
(1,55,880.00)
(42,000.00)
3,21,720.00
3,21,720.00
Nil
3,21,720.00

1,086.00
(1,086.00)
Nil

3
Nil

3,60,000

(20,000)
3,40,000
(1,02,000)
(45,000)
1,93,000
1,93,000

g
12,00,000.00

(85,000.00)
11,15,000.00
(3,34,500.00)
Nil
7,80,500.00
2,10,000.00

9,90,500.00
2,80,000.00
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Income under the head House Property
Income under the head Other Sources
Gross Total Income

Less: Deduction under Chapter VI-A
Total Income

Computation of Tax Liability

Tax on ¥12,90,500 at slab rate

Add: HEC @ 4%

Tax Liability

Rounded off u/s 288B

Solution 19:
As per the amendments now two house shall be treated as self-occupied.
Flat I & 11 is self-occupied
Income
Computation of Total Income
Income under the head House Property
Income under the head Business Profession
Gross Total Income
Less: Deduction under Chapter VI-A
Total Income

Computation of Tax Liability
Tax on ¥7,00,000 at slab rate
Less: Rebate u/s 87A
Tax Liability

Solution 20:
Computation of income from House Property of Mr. X
Net annual value is Nil
(Since house is self — occupied)
Computation of income from house property of Mr. Y
Ground Floor (Self Occupied)
Income from house property

First Floor (Let Out)

Gross Annual Value
Working Note: g
(a) Fair Rent (1,20,000 x 9/12) 90,000
(b) Municipal Value (92,000 x 9/12) 69,000
(c) Higher of (a) or (b) 90,000
(d) Expected Rent 90,000
(e) Rent Received/Receivable = 20,000 x 6 1,20,000
GAYV = Higher of (d) or (e) 1,20,000

Less: Municipal taxes

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)

Working Note:

Current period interest

From 01.04.2023 to 31.03.2024
=15,00,000 x 10% x 1/2 =%75,000
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12,70,500.00
20,000.00
12,90,500.00
Nil
12,90,500.00

1,08,100.00

4,324.00
1,12,424.00
1,12,420.00

Nil

Nil
7,00,000.00
7,00,000.00

Nil
7,00,000.00

25,000.00
(25,000.00)
Nil

z

Nil

Nil

1,20,000

(5,000)
1,15,000
(34,500)
(86,250)



Income Under The Head House Property

Prior period interest

From 01.07.2022 to 31.03.2023

=15,00,000 x 10% x 9/12=1,12,500
1,12,500 allowed in 5 equal instalments
=1,12,500 /5 =% 22,500 per annum
=22,500/2=7%11,250

Total Interest = 375,000 +311,250 = 386,250

Loss from house property
Loss under the head “income from house property” of Mr. Y
(Both ground floor and first floor)

Solution 21:
Computation of income under the head House Property
Gross Annual Value

Working Note:

(a) Municipal Valuation

(b) Expected Rent

(c) Rent Received/Receivable (3,000 x 2) + (3,500 x 6)
GAYV = Higher of (b) or (¢)

22,000
22,000
27,000
27,000

Less: Municipal taxes
Net Annual Value

Less: 30% of NAV u/s 24(a)
Less: Interest on capital borrowed u/s 24(b)

Working Note:
=[(60,000 x 15% x 6/12) + (45,000 x 15% x 6/12)] =%7,875

Income under the head House Property

Solution 22:
Computation of income of Unit-I

Since the unit is self-occupied throughout the year. Hence its income shall be

Computation of income of Unit-I1
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(5,750)
(5,750)
z

27,000

Nil
27,000
(8,100)
(7,875)

11,025

Nil

It will be considered to be partially self-occupied and partially let out and income shall be computed under

section 23(3) in the manner given below:
Gross Annual Value

Working Note:

(a) Fair Rental Value

(b) Municipal Valuation

(c) Higher of (a) or (b)

(d) Standard Rent

Expected Rent {Lower of (¢) or (d)

(e) Expected Rent

(f) Rent Received/Receivable (10,500 x 11)
GAYV = Higher of (e) or (f)

4
76,500
65,000
76,500
70,000
70,000
70,000

1,15,500
1,15,500

Less: Municipal taxes

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)

Working note:

Current period interest

From 01.04.2023 to 31.03.2024
=9,00,000 x 12% =%1,08,000

3
1,15,500.00

(7,800.00)
1,07,700.00
(32,310.00)
(72,900.00)
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Prior period interest

From 01.07.2020 to 31.03.2022

=9,00,000 x 12% x 21 / 12 =1,89,000

Installment = 1,89,000 / 5 = 37,800

Total interest= 1,08,000 + 37,800 = 1,45,800

Interest allowed for one unit = 1,45,800 /2 =%72,900

Income from house property
Income under the head Other Sources
Gross Total Income
Less: Deductions under Chapter VI-A
Total Income
Computation of Tax Liability
Tax on ¥3,92,490 at slab rate
Less: Rebate u/s 87A

Tax Liability
Solution 23:
Unit 1

Gross Annual Value
Working Note: 4
(a) Fair Rental Value (1,75,000 x 70%) 1,22,500
(b) Municipal Valuation (1,55,000 x 70%) 1,08,500
(c) Higher of (a) or (b) 1,22,500
(d) Standard Rent (1,65,000 x 70%) 1,15,500
(e) Expected Rent {Lower of (c) or (d)} 1,15,500
(f) Rent Received/Receivable (13,000 x 10.5) 1,36,500
In this case, rent R/R is higher than the expected rent, GAV shall be Rent R/R
GAV 1,36,500

Less: Municipal taxes (35,000 x 70%)

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)

Income under the head House Property
Unit 11

Gross Annual Value
Working Note: 4
(a) Fair Rental Value (1,75,000 x 30%) 52,500
(b) Municipal Valuation (1,55,000 x 30%) 46,500
(c) Higher of (a) or (b) 52,500
(d) Standard Rent (1,65,000 x 30%) 49,500
(e) Expected Rent {Lower of (c) or (d)} 49,500
(f) Rent Received/Receivable (5,000 x 11) 55,000
In this case, rent R/R is higher than the expected rent, GAV shall be Rent R/R
GAV 55,000

Less: Municipal taxes (35,000 x 30%)

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)

Income under the head house property

Total income from house property (78,400 + 31,150)
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2,490.00
3,90,000.00
3,92,490.00

Nil
3,92,490.00

4,624.50
(4,624.50)
Nil

4

1,36,500

(24,500)
1,12,000
(33,600)
Nil
78,400

55,000

(10,500)
44,500
(13,350)
Nil
31,150
1,09,550



Income Under The Head House Property

Solution 24:
Gross Annual Value

Working Note:

(a) Fair Rental Value

(b) Municipal Valuation

(c) Higher of (a) or (b)

(d) Standard Rent (7,200 x 12)

(e) Expected Rent {Lower of (¢) or (d)}
(f) Rent Received/Receivable (7,200 x 12)
GAYV = Higher of (e) or (f)

75,000
68,000
75,000
86,400
75,000
86,400
86,400

Less: Municipal taxes

Net Annual Value

Less: 30% of NAV u/s 24(a)

Less: Interest on capital borrowed u/s 24(b)

Interest paid to non-resident without deducting tax at source is not deductible

Income from house property

Add: Recovery of unrealised rent sec 25A
(22,000 — 6,600)

Income under the head House property

Solution 25:

House I _self-occupied
Income from house property I

House II Self Occupied
Income from house 11

House 111
Gross Annual Value

Working Note:
(a) Fair rent (60,000 x 12)
(b) Expected Rent
(c) Rent Received/Receivable (50,000 x 12)
GAYV = Expected Rent

4
7,20,000
7,20,000
6,00,000
7,20,000

Less: Municipal Taxes
Net Annual Value
Less: 30% of NAV u/s 24(a)
Less: Interest on capital borrowed u/s 24(b)
Income from house II1
Income under the head House Property
House I and II
House II1
Recovery of unrealised rent (house I)
(2,000 — 600)
Income under the head House Property
Computation of Total Income
Income under the head House Property
Income under the head Capital Gains (long term capital gain)
Income from Other Sources
Gross Total Income
Less: Deduction under Chapter VI-A
Total Income
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86,400

(14,000)
72,400
(21,720)
Nil

50,680
15,400

66,080

4
Nil
Nil

7,20,000

(11,000.00)
7,09,000.00
(2,12,700.00)
(55,000.00)
4,41,300.00

Nil
4,41,300.00
1,400.00

4,42,700.00

4,42,700.00
3,50,000.00
250.00
7,92,950.00
Nil
7,92,950.00
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Computation of Tax Liability
Tax on 3¥4,42,950 at slab rate
Tax on %3,50,000 @ 20% u/s 112
Tax before health & education cess
Add: HEC @ 4%
Tax Liability
Rounded off u/s 288B

Solution 26:

(1) Income under the head House Property.

(i1) Income under the head Capital Gains.

(ii1) Income under the head Business/Profession.
(iv) Income under the head Other Sources.

(v) Income under the head Business/Profession.
(vi) Income under the head Business/Profession.
(vii) Income under the head Business/Profession.
(viii) Income under the head Business/Profession.
(ix) Income under the head Other Sources.

(x) Income under the head House Property.
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7,147.50
70,000.00
77,147.50

3,857.37
81,004.87
81,000.00
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EXAMINATION QUESTIONS

DEC - 2021

Question 3(c) (6 Marks)
Mr. Ravi, a resident and ordinarily resident in India, owns a let out house property having different flats in
Kanpur which has municipal value of ¥27,00,000 and standard rent of 329,80,000. Market rent of similar
property is %30,00,000. Annual rent was 340,00,000 which includes %10,00,000 pertaining to different
amenities provided in the building. One flat in the property (annual rent is 2,40,000) remains vacant for 4
months during the previous year. He has incurred following expenses in respect of aforesaid property:
Municipal taxes of ¥4,00,000 for the financial year 2023-24 (10% rebate is obtained for payment before due
date.) Arrears of municipal tax of financial year 2022-23 paid during the year of 31,40,000 which includes
interest on arrears of 325,000.

Lift maintenance expenses of 32,40,000 which includes a payment of 330,000 which made in cash.

Salary of ¥88,000 paid to staff for collecting house rent and other charges. .

Compute the total income of Mr. Ravi for the assessment year 2024-25.

Answer

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

Gross Annual Value 29,40,000
(a) Fair Rent %.30,00,000
(b) Municipal Value % 27,00,000
(c) Higher of (a) or (b) %30,00,000
(d) Standard Rent % 29,80,000
(e) Expected Rent {Lower of (c) or (d)} %29,80,000
(f) Rent Received/Receivable %29,40,000

[30,00,000 - (X 2,40,000 x 4/12 x 3/4)]
In this case, if there was no vacancy, rent received/receivable
would have been %30,00,000 hence rent received/receivable is
lower in this case due to vacancy, therefore GAV shall be rent
received/receivable

Less: Municipal Taxes (4,75,000)
[X 4,00,000 — rebate of X 40,000] =% 3,60,000
[R 1,40,000 arrears — X 25,000 interest] = 1,15,000

Net Annual Value 24,65,000
Less: 30% of NAV u/s 24(a) (7,39,500)
Less: Interest on capital borrowed u/s 24(b) Nil
Income under the head House Property 17,25,500
Income from Other Sources

Rent for amenities 10,00,000
Less: Loss due to vacancy [ 2,40,000 x 4/12 x V4] (20,000)
Less: Lift maintenance expenses (2,40,000)
Less: Salary to staff [ 88,000 x1/4, being the proportion pertaining to amenities] (22,000)
Income under the head Other Sources 7,18,000
Gross Total Income 24,43,500
Less: Deduction under Chapter VI-A Nil
Total Income 24,43,500

JULY -2021
Question 3(a) (6 Marks)

Mr. Ramesh constructed a big house (construction completed in Previous Year 2018-2019) with 3
independent units. Unit-1 (50% of floor area) is let out for residential purpose at monthly rent of ¥15,000. A
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sum of 3,000 could not be collected from the tenant and a notice to vacate the unit was given to the tenant.
No other property of Mr. Ramesh is occupied by the tenant. Unit- 1 remains vacant for 2 months when it is
not put to any use. Unit — 2 (25% of the floor area) is used by Mr. Ramesh for the purpose of his business,
while Unit — 3 (the remaining 25%) is utilized for the purpose of his residence. Other particulars of the
house are as follows: Municipal valuation - ¥ 1,88,000, fair rent - X 2,48,000, Standard rent under the Rent
Control Act - ¥ 2,28,000, Standard rent under the Rent Control Act - X 2,28,000, Municipal taxes - 20,000,
repairs - X 5,000, Interest on capital borrowed for the construction of the property - ¥ 60,000, ground rent —
6,000 and fire the insurance premium paid - 260,000. Income of Ramesh from the business is X 1,40,000
(without debiting house rent and other incidental expenditure).
Determine the taxable of Mr. Ramesh for the assessment year 2024-25.
Solution:

Computation of Taxable Income of Mr. Ramesh for A.Y. 2024-25

Income from house property

Unit - 1 [50% of floor area - Let out]

Gross Annual Value 1,47,000

(a) Fair Rent % 1,24,000

(b) Municipal Value 2 94,000

(c) Higher of (a) or (b) 21,24,000

(d) Standard Rent % 1,14,000

(e) Expected Rent {Lower of (¢) or (d)} 21,14,000

(f) Rent Received/Receivable X 1,47,000

[(R15,000 x 10) — unlrealized rent X3000]
In this case, rent received/receivable is higher than expected
rent hence rent received/receivable is GAV

Less: Municipal taxes [50% of 320,000] (10,000)
Net annual value 1,37,000
Less: 30% of NAV u/s 24(a) (41,100)
Less: Interest on capital borrowed u/s 24(b) (30,000)
Income from Unit — 1 65,900
Unit — 3 [25% of floor area — Self occupied]
Income from Unit — 3 Nil
Income under the head House Property 65,900
Profits and gains from business or profession
Business Income [without deducting expenditure on Unit — 2 1,40,000
25% floor area used for business purposes]
Less: Municipal taxes [25% of X 20,000] (5,000)
Less: Repairs [25% of X 5,000] (1,250)
Less: Interest on loan [25% of % 60,000] (15,000)
Less: Ground rent [ 25% of X 6,000] (1,500)
Less: Fire Insurance premium [25% of X 60,000] (15,000)
Income under the head Business/Profession 1,02,250
Gross Total Income 1,68,150
Less: Deduction under Chapter VI-A Nil
Total Income 1,68,150

Note: (i) Since the conditions laid down under Rule 4 of Income-tax Rules, 1962, are satisfied
(i1) Assumed to have been paid during the year by Mr. Ramesh
(ii1) Assumed to have been paid on or before the due date u/s 139(1)
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NOV -2018 (NEW COURSE)

Question 3(a) (7 Marks)
Mrs. Disha Khanna, a resident of India, owns a house property at Bhiwani in Haryana. The Municipal
value of the property is X7,50,000, Fair Rent of the property is ¥6,30,000 and Standard Rent is ¥7,20,000
per annum.
The property was let out for 75,000 per month for the period April 2023 to December 2023.
Thereafter, the tenant vacated the property and Mrs. Disha Khanna used the house for self-occupation. Rent
for the months of November and December 2022 could not be realize from the tenant. The tenancy was
bonafide but the defaulting tenant was in occupation of another property of the assessee, paying rent
regularly.
She paid municipal taxes @ 12% during the year and paid interest of 335,000 during the year for amount
borrowed towards repairs of the house property.
You are required to compute her income from "House Property” for the A.Y. 2024-25.
Solution:

Computation of Income under the head House Property

Gross Annual Value 7,20,000.00

Working Note: 4

(a) Fair rent 6,30,000

(b) Municipal Valuation 7,50,000

(c) Higher of (a) or (b) 7,50,000

(d) Standard Rent 7,20,000

(e) Expected Rent {Lower of (c) or (d)} 7,20,000

(f) Rent Received/Receivable (75,000 x 9) 6,75,000

GAYV = Higher of (e) or (f) 7,20,000
Less: Municipal taxes (90,000.00)
Net Annual Value 6,30,000.00
Less: 30% of NAV u/s 24(a) (1,89,000.00)
Less: Interest on capital borrowed u/s 24(b) (35,000.00)
Income from house property 4,06,000.00

Note: As per explanation to section 23(1)/Rule 4, in case of unrealised rent expected rent shall be computed
for full year and while computing rent received/receivable, such unrealised rent shall be excluded and GAV
shall be higher of expected rent and rent received or receivable.

In the given case conditions of rule 4 has not been complied hence rent shall not be treated as unrealised and
shall not be excluded.

NOV -2018 (OLD COURSE)

Question 2(b) (5 Marks)
Mr. Chakrobarty, a resident, aged 35 years, works as a deputy manager in Dews Limited, located in Noida
since April 2014. He own two houses and uses it for self-purpose. The following information relates to the
houses for the previous year 2023-2024:

Location House-1 House-11
Noida Gurgaon
(He and his family reside) (His parents reside)

Municipal value per annum (%) 8,00,000 9,00,000
Fair rent (%) 9,20,000 8,880,000
Standard rent per annum () 8,40,000 9,20,000
Actual rent (per month) (%) - -
Municipal taxes paid during the year 8% 10%
Date of completion of construction of properties 31 March, 2016 25 May, 2022
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Hehad taken aloan of ¥18,00,000 for the construction of the House-II on 15t April, 2020. Interest was payable
@ 10% per annum. Certificate confirming interest has been submitted. Till date, no payment was made
towards the principal amount.

Compute his income under the head House Property

Solution:

As per the amendments now two house shall be treated as self-occupied and after two house all house shall
be treated as deemed to be let out.

House I is Self-Occupied

Income Nil
House 11 is Self-Occupied

Income Nil
Income under the head house property Nil

MAY -2018 (OLD COURSE)

Question 3 (b) Marks 5
Mr. Rohan a residential individual, owns 3 houses in Chennai. One house is self-occupied by him, second
house is self-occupied by his mjor son and the third house is vacant during the year.

You are required to highlight the steps involved to compute Income from House Property for Mr. Rohan
under deemed to be let out concept.

Solution: Refer answer given in the book

NOV -2017

Question 4(a) (5 Marks)
Mr. Aditya, a resident but not ordinarily resident in India during the Assessment Year 2024-25. He owns
two houses, one in Dubai and the other in Mumbai. The house in Dubai is let out there at a rent of DHS
20,000 p.m. (1 DIRHAM=INR 18). The entire rent is received in India. He paid Property tax of DHS 2,500
and Sewerage Tax DHS 1,500 there, for the Financial Year 2023-24. The house in Mumbai is self-occupied.
He has taken a loan of 225,00,000 to construct the house on 1% June, 2020 @ 12%. The construction was
completed on 315 May, 2022 and he occupied the house on 1% June, 2022. The entire loan is outstanding as
on 315 March, 2024. Property tax paid in respect of the second house is 22,400 for the Financial Year 2023-
24. Compute the income chargeable under the head “Income from House property” in the hands of Mr.
Aditya for the Assessment Year 2024-25.

Solution:

In the given Mr. Aditya is NOR Hence Income received in India is taxable in India.

Computation of Income from House Property of Mr. Aditya for the Assessment Year 2024-25

4

GAYV of the house in Dubai

(20,000 p.m. x 18 per DHS x 12 months) 43,20,000.00
Less: Municipal taxes paid (1500 +2500) x 18 per DHS (72.000.00)
Net Annual Value 42.,48,000.00
Less: Statutory deduction under section 24(a) @ 30% of NAV (12,74,400.00)
Income from House property 29,73,600.00
GAYV of house at Mumbai (self occupied)

Income from House property Nil
Income from House property 29,73,600.00

MAY -2017
Question 4(a) (ii) (4 Marks)

Mr. Ganesh owns a commercial building whose construction got completed in June 2022. He took a loan of
15 lakhs from his friend on 01.08.2021 and had been paying interest calculated at 15% per annum. He is
eligible for pre-construction interest as deduction as per the provisions of the Income Tax Act.
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Mr. Ganesh has let out the commercial building at a monthly rent of ¥40,000 during the financial year 2023-
24. He paid municipal tax of X18,000 each for the financial year 2022-23 and 2023-24 on 1-5-2023 and 5-4-
2024 respectively.

Compute income under the head. 'House Property' of Mr. Ganesh for the Assessment Year 2024-25.
Solution:

Computation of Income under the head House Property 3
Gross Annual Value (40,000 x 12) 4,80,000
Less: Municipal Taxes (18,000)
Net Annual Value 4,62,000
Less: 30% of NAV u/s 24(a) (1,38,600)
Less: Interest on capital borrowed u/s 24(b) (2,55,000)
Working Note:

Prior period interest

From 01.08.2021 to 31.03.2022

=15,00,000 x 15% x 8 / 12 =1,50,000
1,50,000 allowed in 5 equal instalments
=1,50,000 /5 = 30,000 per annum

Current period interest

From 01.04.2023 to 31.03.2024

=15,00,000 x 15% x 1 =2,25,000

Total Interest = 30,000 + 2,25,000 = 2,55,000

Income under the head House Property 68,400
Note: As per proviso to section 23(1), Municipal Taxes actually paid by the owner during the previous year
is allowed to be deducted from GAV.

NOV -2015

Question 6(a). (8 Marks)
Mr. X constructed a shopping complex. He had taken a loan of %25 lakhs for construction of the said
property on 01.08.2021 from SBI @ 10% for 5 years. The construction was completed on 30.06.2022.
Rental income received from shopping complex ¥30,000 per month let out for the whole year. Municipal
Taxes paid for shopping complex Z8,000.

Arrears of rent received from shopping complex %1,20,000.

Interest paid on loan taken from SBI for purchase of house for use as own residence for the period 2023-
2024 %3 lakhs. The loan was taken after 01.04.1999 and house was purchased within 5 years from the end of
the year in which loan was taken and assessee has submitted certificate certifying the amount of interest.
You are required to compute Income from House property of Mr. X for AY 2024-2025 as per Income Tax
Act, 1961.

Solution:

Income under the head House Property

Income from shopping Complex

Gross Annual Value 3,60,000.00
Less: Municipal taxes paid (8,000.00)
Net Annual Value 3,52,000.00
Less: 30% of NAV u/s 24(a) (1,05,600.00)
Less: Interest on capital borrowed u/s 24(b) (2,83,333.33)
Working Note: 4

Prior period interest
From 01.08.2021 to 31.03.2022
25,00,000 x 10% x 8/12 = 1,66,666.67

| Installment allowed = 1,66,666.67/5 = 33,333.33 33,333.33 |

Current year interest
From 01.04.2023 to 31.03.2024
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25,00,000 x 10% x 1 =2,50,000 2,50,000.00
Total 2,83,333.33
Loss from shopping complex (36,933.33)
Add: Arrear of Rent Received Section 25A 1,20,000
Less: Deduction @ 30% (36,000) 84,000.00
Income from shopping complex 47,066.67
Income from self-occupied property Nil
Income under the had House Property (47,066.67 + Nil) 47,066.67
MAY -2014

(5 Marks)
Mrs. X has two houses, both of which are self occupied. The particulars of these are given below:
Particulars (Value in )

House — I House — 11

Municipal Valuation per annum 1,20,000 1,15,000
Fair Rent per annum 1,50,000 1,75,000
Standard rent per annum 1,00,000 1,65,000
Date of completion 31-03-1999 31-03-2001
Municipal taxes payable during the year (paid for House II only) 12% 8%
Interest on money borrowed for repair of property during current year - 55,000

Compute Mrs. X’s income from the House Property for the Assessment Year 2024-25.

Solution:

In this case, Mrs. X has more than one house property for self-occupation. As per section 23(2), Mrs. X can
avail the benefit of self-occupation (i.e., benefit of “Nil” Annual Value) in respect of both the house
properties.

House I & 11 — Self-occupied £4

Income Nil
NOV -2013

(5 Marks)

Mr. X owns a residential house in Delhi. The house is having two identical units. First unit of the house is
self-occupied by Mr. X and another unit is rented for 355,000 p.m. The rented unit was vacant for three
months during the year. The particulars of the house for the previous year 2023-24 are as under:

Standard Rent %11,20,000 p.a.
Municipal Valuation %10,44,000 p.a.

Fair Rent %11,35,000 p.a.
Municipal tax paid by Mr. X 12% of the Municipal Valuation
Light and water charges X800 p.m.

Interest on borrowed capital 32,000 p.m.

Insurance charges %3,500 p.a.

Painting expenses %16,000 p.a.

Compute his income and tax liability of Mr. X for the assessment year 2024-25.

Answer:

Computation of Income from house property of Mr. X for A.Y. 2024-25
Rented unit (50% of total area)

Gross Annual Value (GAV) 4,95,000
(a) Municipal valuation (% 10,44,000 x '%) 5,22,000
(b) Fair rent (X 11,35,000 x 2) 5,67,500
(c) Higher of (a) or (b) 5,67,500
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(d) Standard rent (X 11,20,000 x %) 5,60,000
(e) Expected rent lower of (¢) or (d) 5,60,000
(f) Rent receivable for the whole year (X 55,000 x 9) 4,95,000

If there was no vacancy, rent received/receivable would have been 55,000 x 12 =
6,60,000, which is higher than Expected rent, hence GAV shall be rent
received/receivable

Less: Municipal taxes (12% of % 5,22,000) (62,640)
Net Annual Value (NAV) 4,32,360
Less : Deductions
(a) 30% of NAV under section 24(a) (1,29,708)
(b) Interest on borrowed capital (X 1,000 x 12) u/s 24(b) (12,000)
Taxable income from let out portion 2,90,652
Self occupied unit (50% of total area)
Annual value Nil
Less : Deduction under section 24(b):
Interest on borrowed capital Nil
Income from house property 2,90,652
Gross Total Income 2,90,652
Less: Deduction under Chapter VI-A Nil
Total Income (Rounded off u/s 288A) 2,90,650
Computation of Tax Liability
Tax on %2,90,650 at slab rate Nil
Tax Liability Nil

Note: No deduction will be allowed separately for light and water charges, insurance charges and painting
expenses.

MAY - 2012

(4 Marks)
Explain the treatment of unrealized rent and its recovery in subsequent years under the provisions of Income
Tax Act, 1961.
Answer: Refer answer given in the book

NOV -2010

(2 Marks each)
Explain briefly the applicability of section 22 for chargeability of income tax for:
(i) House property situated in foreign country and
(i1) House property with disputed ownership.
Answer:
Applicability of section 22 for chargeability of income-tax for —
(i) House property situated in foreign country
A resident and ordinarily assessee is taxable under section 22 in respect of a house property situated in
foreign country. A resident but not ordinarily resident or a non resident is taxable in respect of income from
such property if the income is received in India during the previous year.
(ii) House property with disputed ownership
If the title of ownership of the house property is under dispute in a court of law, the decision about who is
the owner lies with the Court but till then income tax shall be required from the person who is the beneficial
owner of the house property.
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NOV -2009

(4 Marks)
Mrs. X, a resident and ordinarily resident individual, owns a house in U.S.A. She receives rent @ $ 2,000
per month. She paid municipal taxes of $ 1,500 during the financial year 2023-24.
She also owns a two storied house in Mumbai, ground floor is used for her residence and first floor is let out
at a monthly rent of 210,000.
Municipal taxes paid for the house amounts to X7,500. Mrs. X had constructed the house by taking a loan
from a nationalized bank on 20.06.2020. She repaid the loan of 54,000 including interest of 324,000 in the

current year.
The value of one dollar is to be taken as ¥45.

Compute total income from house property and also tax liability of Mrs. X for assessment year 2024-25.

Answer.
Computation of Income from House Property of Mrs. X for the Assessment Year 2024-25 3
GAV of the house in USA
($2000 p.m. x %45 per USD x 12 months) 10,80,000.00
Less: Municipal taxes paid ($1500 x %45 per USD) (67.500.00)
Net Annual Value 10,12,500.00
Less: Statutory deduction under section 24(a) @ 30% of NAV (3.03.,750.00)
Income from House property 7,08,750.00
GAYV of house at Mumbai (let out portion)- Ist Floor
Gross Annual Value (10,000 x 12) 1,20,000.00
Less: Municipal taxes paid (1/2 of ¥7,500) (3,750.00)
Net Annual Value (NAV) 1,16,250.00
Less: Statutory deduction under section 24(a) @ 30% of NAV (34,875)
Less: Interest on Housing loan (1/2 of 324,000) 24(b) (12.000)
Income from House property 69,375.00
House at Mumbai (self occupied portion) — Ground Floor
Income from House property Nil
Income under the head House Property 7,78,125.00
Gross Total Income 7,78,125.00
Less: Deduction under chapter VI-A Nil
Total Income (rounded off u/s 288A) 7,78,130.00
Computation of Tax Liability
Tax on X7,78,130 at slab rate 32,813.00
Add: HEC @ 4% 1,312.52
Tax Liability 34,125.52
Rounded off u/s 288B 34,130.00
NOV -2009

(4 Marks)
Mr. X is a co-owner of a house property alongwith his brother.
Municipal value of the Property 1,60,000
Fair Rent 1,50,000
Standard Rent under the Rent Control Act 1,70,000
Rent received 15,000 p.m.

The loan for the construction of this property is jointly taken and the interest charged by the bank is 325,000
out of which 221,000 have been paid. Interest on the unpaid interest is ¥450. To repay this loan, X and his
brother have taken a fresh loan and interest charged on this loan is %5,000.

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

Mr. X has 50% share in the house property.

Mr. X has income from Other Sources 32,60,000.

Compute the income from this property chargeable in the hands of Mr. X and tax liability for A.Y. 2024-25.
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Answer. Computation of income from house property of Mr. X for A.Y. 2024-25

g g

Gross Annual Value 1,80,000
Working Note:
(a) Municipal value of property 1,60,000
(b) Fair rent 1,50,000
(c) Higher of (a) and (b) 1,60,000
(d) Standard rent 1,70,000
(e) Annual Letting Value / Expected Rent [lower of (¢) and (d)] 1,60,000
(f) Actual rent [15,000 x 12] 1,80,000
(g) Gross Annual Value [higher of (e) and (f)] 1,80,000
Less: Municipal taxes — paid by the tenant, hence not deductible Nil
Net Annual Value (NAV) 1,80,000
Less: Standard deduction 30% of NAV u/s 24(a) (54,000)
Less: Interest on housing loan u/s 24(b)

Interest on loan taken from bank (25,000)

Interest on fresh loan to repay old loan for this property (5,000)
Income under the head house property 96,000
50% share taxable in the hands of Mr. X 48,000
Income under the head House Property 48,000
Income under the head Other Sources 2,60,000
Gross Total Income 3,08,000
Less: Deduction under chapter VI-A Nil
Total Income 3,08,000
Computation of Tax Liability
Tax on %3,08,000 at slab rate 400
Less: Rebate u/s 87A (400)
Tax Liability Nil

Note: Interest on housing loan is allowable as a deduction under section 24 on accrual basis. Further,
interest on fresh loan taken to repay old loan is also allowable as deduction. However, interest on unpaid
interest is not allowable as deduction under section 24.

NOV -2008

(5 Marks)
Mr. X owns one residential house in Mumbai. The house is having two units. First unit of the house is self
occupied by Mr. X and another unit is rented for X55,000 p.m. The rented unit was vacant for 2 months
during the year.
The particulars of the house for the previous year 2023-24 are as under:

Standard rent % 10,62,000 p.a.

Municipal valuation ¥.8,90,000 p.a.

Fair rent 210,85,000 p. a

Municipal tax 15% of municipal valuation
Light and water charges paid by the tenant 3500 p.m.

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

Insurance charges paid by Mr. X 33,000 p.a.

Repairs % 12,000 p.a.

Compute income from house property of Mr. X and tax liability for the A.Y. 2024-25.
Answer.
Computation of Income from house property for A.Y. 2024-25
(A) Rented unit (50% of total area) 3
Gross Annual Value 5,50,000
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Working note: 4
(a) Fair rent (%10,85,000 x %2) 5,42,500
(b) Municipal valuation (%8,90,000 x 72) 4,45,000
(c) Higher of (a) or (b) 5,42,500
(d) Standard rent (210,62,000 x ¥2) 5,31,000
(e) Expected rent (lower of (c) or (d) 5,31,000
(f) Rent received or receivable (55,000 x 10) 5,50,000
Since, the actual rent received is higher than the annual letting value, the actual
rent received is the Gross Annual value i.e. 35,50,000

Less: Municipal taxes (15% of %4,45,000) (66,750)
Net Annual value 4,83,250
Less: Deductions under section 24

(1) 30% of net annual value u/s 24(a) 1,44,975

(i1) Interest on borrowed capital (3750 x 12) u/s 24(b) 9,000 (1,53,975)
Taxable income from let out portion 3,29,275
(B) Self occupied unit (50% of total area) Nil
Income under the head House Property 3,29,275
Gross Total Income 3,29,275
Less: Deduction u under chapter VI-A Nil
Total Income (rounded off u/s 288A) 3,29,280
Computation of Tax Liability

Tax on %3,29,280 at slab rate 1,464.00
Less: Rebate u/s 87A (1,464.00)
Tax Liability Nil
Notes:

(1) It is assumed that both the units are of identical size. Therefore, the rented unit would represent 50% of
total area and the self-occupied unit would represent 50% of total area.
(i) No deduction will be allowed separately for light and water charges, insurance charges and repairs.

MAY —-2007

(6 Marks)
Miss Charlie, an American national, got married to Mr. Radhey of India in USA on 02.03.2023 and came to
India for the first time on 16.03.2023. She left for USA on 23.09.2023.
She returned to India again on 27.03.2024. While in India, she had purchased a show room in Mumbai on
22.04.2023, which was leased out to a company on a rent of 325,000 p.m. from 01.05.2023. She had taken
loan from a bank for purchase of this sho