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Answers to Conceptual Questions of PCC

Answers to Conceptual questions
A.1
Resident in India.

Mr. J is in India for 182 days during the P/Y 2008-09 and thus he satisfies the first basic condition.

A.2
Resident in India.

Mr. J is in India for 100 days i.e. for more than 60 days during the P/Y 2008-09 and 400 days during 4 years immediately preceding the P/Y 2008-09. Therefore, he satisfies the second basic condition. 

A.3
Non-resident


Stay during the P/Y – 61 days i.e.(30 + 31 days).
For becoming resident, he has to satisfy the basic condition of 182 days not 60 days as he left India for employment purpose.
A.4
Resident and ordinarily resident. 


He satisfies second basic condition.


For resident:-

- Stay during 2008-09:- 





70 days
- Stay during 4 immediately preceding years:- 

     (40+120+90+190)





440 days

For Resident and ordinarily resident –
(i) 1st condition:- 

(a) He is resident in India for the P/Y 06-07 by satisfying the basic condition of residing 60 days or more during the P/Y 06-07 and 470 (90+190+30+160) days during the P/Y 05-06, 04-05, 03-04, 02-03.
(b) He is resident in India during the P/Y 04-05 as he is in India for more than 182 days.

(ii) 2nd Condition :- He has been in India for 730 days (40+120+90+190+30+160+100=730) during 7 years immediately preceding the P/Y 08-09.
A.5
Resident and  not ordinarily resident – 


For resident:-

Stay during 2008-09:- 




70 days

Stay during 4 years 

Immediately preceding the P/Y 08-09
(40+120+80+190)




430 days

For Resident and ordinarily resident – 

(i) 1st condition:- 

(a)He is resident in India for the P/Y 06-07 by satisfying the basic condition of residing 60 days or more during the P/Y 06-07 and 460 (80+190+30+160) days during the P/Y 06-05, 04-05, 03-04, 02-03.

(b)He is resident in India during the P/Y 04-05 as he is in India for more than 182 days.

(ii) 
   2nd Condition :- 
He has been in India for 730 days (40+120+80+190+30+160+100=720) during 7 years immediately preceding the P/Y 08-09.

A.9    Step 1:
(a)
Tax on 3,60,000 (25,000 x 12 + 5,000 x 12)
  



    27,000

(b)
Tax on 3,00,000 (25,000 x 12)




    
    15,000



Balance





   


    12,000

 Step 2:
(a)
Tax on 3,00,000 (25,000 x 12)





    15,000

(b)
Tax on 2,40,000 (20,000 x 12)





      9,000



Balance








       6,000

 Step 3:
Step 1 – Step 2 (Rs.12,000 – Rs. 6,000 = Rs. 6,000 i.e. relief u/s 89(1)

A.10
1.
Rs. 9,900. (Rs. 825 x 12) as uncommuted pension is taxable for all.


2.
Rs. 12,756 (Rs.1,063 x 12).
3. Rs. 9,600 (Rs.800 x 12).
4. Uncommuted Pension:- 



From 1 June, to 30th November = 900 x 6 = 5,400


From 1 December, to 31st  March= 900 x 2/3 x 4 = 2,400.

Commuted pension:- Exempt as Govt. Employee.

5.
Uncommuted Pension:- 

From 1 July 2008, to 31st January 2009 = 2,000 x 7 = 14,000

From 1 February 2009, to 31st March 2009 = 2,000 x 40% x 2 =1,600
Commuted pension:- 
	Covered under Gratuity Act
	Not covered under Gratuity Act

	Received                                               40,800
	  Received                                                       40,800

	Less:- Exempt (40,800 /60% x 1/3)   22,667
	  Less:- Exempt (40,800 /60% x 1/2)           34,000

	Taxable Pension                                  18,133
	  Taxable Pension                                            6,800


A.11
(i)
Step 1:-
 (30 or 40 whichever is less)

            



            30 days



Step 2:- Leaves actually taken






            22 days
          



Step 3:- (30-22) x 7 x 6,000/30


  




  11,200



(ii)
Computation of value as per step 3:-        

Step 1:-  (30 or 40 whichever is less)





            30 days


Step 2:- Leaves actually taken






            22 days
    
Step 3:- Leave entitlement
40 x 7 = 280


 Leave unutilized
15 x 7 = 105



 
     Leave utilized

 175
 (Step 1 – step 2) x Avg. monthly salary = (30 x 7 -175) x 6,000/30



    7,000




   30

A.12
As per guidelines:-
(a) (10,000 + 7,000 x 40%) x 3 x 22 = 8,44,800

(b) (10,000 + 2,800) x (60-46) x 12 = 21,50,400



Whichever is less i.e. Rs. 8,44,800


Least of the following shall be exempt:-


Step 1:-
Rs.7,00,000 (as less than Rs.8,44,800).

Step 2:- Therefore exemption shall be allowed to R.

Step 3:- If actual amount does not exceed the limits, then exemption shall be lower of 

Amount received 







            7,00,000

or 

Rs. 5,00,000, 

whichever is less.


Step 4:- Taxable VRS = Rs.7,00,000 – Rs.5,00,000 = Rs.2,00,000.

A.13
From 1-04-07 to 31-03-09:

Employer’s Contribution







    1,400


Less: Exempt up to 12%








    1,200













       200


Interest  
3,000 x (15%-9.5%) / 15%






    1,100


Taxable amount of URPF in the A/y 2009-10





    1,300
A.14
Following shall be exempt:
(i) 70 % of 10,000 or 6,000 whichever is less = Rs.6,000.

(ii) 70% of 8,000 or 6,000 whichever is less = Rs.5,600.

A.15
Least of following shall be exempt:-

(i) Allowance actually received
(250 x 5)




    1,250
(ii) 2,000 x 5 – 10% of (42,000 x 5/12)






    8,250

(iii) 40% of salary- 40% of 17,500






    7,000



Rs. 1,250 shall be exempt.

A.16
Least of following shall be exempt:-


	
	9 months
	3 months

	Allowance actually received

	8,100
	6,000

	Rent paid less 10% of salary
	2,400 x 9 – 10% (4,400 x 9) = 17,640
	2,400 x 3 – 10% (4,900 x 3 + 19,200) =3,810

	50% of salary 
	50% (4,400 x 9) = 19,800
	16,950

	Exempt
	8,100
	3,810

	Taxable HRA
	Nil
	2,190


A.17
From April 1, 2008 to June 30, 2008:-

    Value of house in Delhi

(10,000 x 3 x 15%)



    4,500


For first 90 days:-    From July 1, 2008 to September 28, 2008:-
a. Value of house in Delhi:-
(10,000 x 3 x 15%) 


4,500

b. Value of house in Faridabad:-

(i) 10,000 x 3 x 15%

4,500
(ii) Actual rent (300 x 3)
   900


Whichever is less





   900

       


Value of a lower house will be taken 





       900


After 90 days:-

a.
Value of house in Delhi:-
10,000 x  6 x 15% 


9,000

b. Value of house in Faridabad:-

(i) 10,000 x 6 x 15%

9,000

(ii)  Actual rent (300 x 6)

1,800


Whichever is less





1,800

  

Value of both houses will be taken






                 10,800



Taxable value







  16,200

A.18


Computation of interest free loan


April = 1,00,000 x 12% x 1/12








     1,000


May = 3,00,000 x 12%  x 7/12








   21,000


From January 2009 to March 2009 = 2,50,000 x 12% x 4/12 




   10,000











32,000 
A.19
In this situation value of interest on Rs. 4,00,000 shall become taxable from  June 2008.
A.20



Use of Movable Asset


10% of Rs. 12,000 = 1,200 x 10/ 12






    1,000
A.21
1.
Nil 

2.
Use of movable asset:- From Oct 15, 2008, to 31st Mar, 2009
(10% of 15,000 x 5.5/12)







    687.5


3.
The following amount is taxable:-
	Particulars
	Car (20%)
	Computer (50%)
	Fridge (10%)

	Actual Cost

Less: Depn for 2005
	6,96,000

1,39,200
	1,17,000

58,500
	40,000

4,000

	Balance

Less: Dep for 2006
	5,56,800

1,11,360
	58,500

29,250
	36,000

4,000

	Balance

Less: S.C.
	4,45,440

2,10,000
	29,250

24,270
	32,000

1,000

	Taxable value
	2,35,440
	4,980
	31,000


A.22


Computation of taxable perquisite

(i) Cost of similar school in similar locality (13,000 – 12,000) 
       1,000
  

(ii) Tuition fees paid by the employer 

  15,000 
(iii) Cost of similar school in similar locality
         NIL
(iv) Reimbursement of X’s dependent brother education expenses

  15,000

(v) Any expenditure incurred by the employer for training and seminar is not taxable.
A.23
Business class ticket

10,000

Less: Economy class ticket
  7,000






  3,000

A.24
Taxable amount = Nil 

A.25
(a) 
      



       Expenses exempt upto Rs. 15,000
    Taxable Expenses

 (i) Treatment of X



                  8,400

(ii) Treatment of Mrs. X

    


    7,200

(iii) Treatment of X’s mother

         

    2,400

(iv) Treatment of X’s brother





                              800

(v) Treatment of X’s grandfather


                                     

             3,000






                 18,000


          Less exempt



                 15,000                                         








     3,000
  

             3,800
Hence Rs. 6,800 shall be taxable perquisite.

 (b) Health insurance premium paid by the employer on the health of the employee is fully exempt.

 (c)



             




 

Rs.
1. treatment of X’s major son (dependent upon him)

4,400    (Fully Exempt)
2. treatment of X




            10,400   (Fully Exempt)
3. treatment of X’s uncle




              9,200   (Taxable)
4. treatment of Mrs. X



                         16,000   (Fully Exempt)
5. treatment of X’s widowed sister 
(dependent upon him)  



              8,200  (Fully Exempt)
6. treatment of X’s handicapped nephew 

                            5,000   (Taxable)
       
(d)
Expenses on cancer treatment of married daughter of X at Tata Memorial Hospital, Bombay paid by the employer 

Rs. 1,00,000        (Exempt) and 


reimbursement of exp. for medical treatment of himself amounting to Rs. 40,000 – 15,000 = 25,000 Taxable.

(e)

	Particulars
	Actual expenses    
	Expenses permitted 
by R.B.I.   
	Taxable amount

	(i)   Medical expenses
	1,50,000
	1,20,000
	30,000

	(ii)   Expenses on stay abroad
	1,30,000
	90,000   
	40,000


        (iii) Travelling expenses of X’s son and X’s brother



	Particulars
	1,20,000
	1,80,000

	Income u/h salary (30,000+40,000)
	70,000
	70,000

	Other income
	1,20,000
	1,80,000

	GTI
	1,90,000
	2,50,000

	 Travelling expenses
	Exempt
	2,40,000

	Total taxable income
	1,90,000
	4,90,000


A.26
(i)   
Value of perquisite = NIL
(ii) 
Value of perquisite = 12,000 + 10% of Rs. 5,00,000 = 12,00 + 5,000 = 17,000

(iii)
Value of perquisite = (1,200 + 600) x 12 = Rs. 21,600
(iv)
Value of perquisite = (32,000 + 36,000) x 30% = Rs. 20,400

(v) 
Value of perquisite = (400 + 600) x 12 = 12,000

(vi) (a)  Value of perquisite = Rs. 20,000

       (b)  Value of perquisite =NIL, if specified documents maintained.

       (c)  Value of perquisite = 20,000 – 14,400 = 5,600
The actual expenditure for official purposes is Rs. 14,000. It is less than the limits specified. Therefore, the deduction shall only of Rs. 14,400

       (d)  Value of perquisite = 20,000 – 16,000 = 4,000

The actual expenditure for official purposes is Rs. 16,000. It is more than the limits specified. Therefore, the deduction shall only be of Rs. 16,000 provided specified documents are maintained.
(vii) 
Option 1 

Value of perquisite in respect of Car 1= (1,600 + 600) x 12 = 26,400

Value of perquisite in respect of Car 2= 28,000 + 24,000 + 10% of Rs. 4,00,000 = 92,000
Total taxable value = 26,400 + 92,000 = Rs. 1,18,400
Option 2 

Value of perquisite in respect of Car 1= 40,800 + 24,000 + 10% of Rs. 6,00,000 = 1,24,800

Value of perquisite in respect of Car 2= (1,200 + 600) x 12 = 21,600
Total taxable value = 1,24,800 + 21,600 = Rs. 1,46,400

It is better for the assessee to avail option 1.
A.27




Computation of salary income of Mrs. A

	Particulars
	X Ltd
	YLtd

	Basic
	32,000
	13,000

	Children Education allowance (1,800 – 1,200)
	-
	600

	Electricity bills
	2,000
	-

	Medical Allowance
	-
	2,600

	Gross salary
	34,000
	16,200

	Less:- Professional tax
	200
	-

	Net salary income
	33,800
	16,200


Since the salary income of Mrs. A from X ltd. and Y ltd is Rs. 50,000 i.e. it does not exceed Rs. 50,000 therefore, she is not a specified employee.
A.28
Mr. A can claim a deduction of Rs. 5,500 during the previous year 08-09 as any amount paid on account of professional tax shall be allowed as deduction.
A.29
If the professional tax of Mr. A is paid by Mr. V then, first Rs. 5,500 shall be added in gross salary and then, deduction shall be allowed u/s 16.
A.30
Pre construction period interest from 1.01.07 to 31.03.08:-


From 01.01.07 to 31.03.07         2,00,000 x 12% x 3/12


                 6,000



From 01.04.07 to 30.06.07         5,00,000 x 12% x 3/12



 15,000



From 01.07.07 to 31.03.08         4,00,000 x 12% x 9/12



 36,000







 57,000


57,000/5  




 11,400


Post construction interest 4,00,000 x 12%  



 48,000






 59,400

A.31
Pre construction period interest from 1.01.06 to 31.03.07

(1,00,000 x 12% x 1) + (1,00,000 x 12% x 3/12)



   3,000


5




A.33
Computation of deduction of interest

(i) Rs. 30,000 as the loan is taken before 1.04.99

(ii) 1,50,000 (Max deduction is Rs.1,50,000)

(iii) 30,000 for the loan  taken before 1.04.99; 1,20,000 for the loan taken after 1.04.99.
(iv) 20,000 for the loan  taken before 1.04.99; 1,30,000 for the loan taken after 1.04.99.
(v) 30,000 for the loan taken before 1.04.99; 1,10,000 for the loan taken after 1.04.99.
A.34
Step I:- Both the houses are self occupied:
	Particulars
	House 1
	House 2

	GAV
	Nil
	Nil

	Less:- Municipal taxes
	Nil
	Nil

	NAV
	Nil
	Nil

	Less:- Standard deduction@ 30%
	Nil
	Nil

	Less:- Interest on borrowed capital
	10,000
	14,000

	House property income
	(10,000)
	(14,000)


Step II:- Both the houses are let out:
	Particulars
	House 1
	House 2

	GAV
	1,20,000
	84,000

	Less:- Municipal taxes
	Nil
	Nil

	NAV
	1,20,000
	84,000

	Less:- Standard deduction@ 30%
	36,000
	25,200

	Less:- Interest on borrowed capital
	10,000
	14,000

	House property income
	74,000
	44,800



Step III:-


Option 1:- House 1 is self occupied and House 2 is let out = (10,000) +44,800= 34,800

Option 2:- House 2 is self occupied and House 1 is let out =  74,000 – 14,000 = 60,000


                          House I shall be treated as S.O.
A.35
Step I: Both the houses are self occupied

	Particulars
	House 1
	House 2

	GAV
	Nil
	Nil

	Less:- Municipal taxes
	Nil
	Nil

	NAV
	Nil
	Nil

	Less:- Standard deduction@ 30%
	Nil
	Nil

	Less:- Interest on borrowed capital
	30,000
	14,000

	House property income
	(30,000)
	(14,000)


Step II:  Both the houses are let out

	Particulars
	House 1
	House 2

	GAV
	1,20,000
	84,000

	Less:- Municipal taxes
	Nil
	Nil

	NAV
	1,20,000
	84,000

	Less:- Standard deduction@ 30%
	36,000
	25,200

	Less:- Interest on borrowed capital
	1,00,000
	14,000

	House property income
	(16,000)
	44,800




Step III:





Option 1:- House 1 is self occupied and House 2 is let out = (30,000) +44,800= 14,800



Option 2:- House 2 is self occupied and House 1 is let out =  (16,000) – 14,000 = (30,000)


                                   House II shall be treated as S.O. 
A.36 
Computation of house property income


	Particulars
	Rs.400 p.m.
	Rs.1,000 p.m.
	Rs.1,200 p.m.

	Expected rent
	4,800
	12,000
	14,400

	Actual rent
	7,000
	7,000
	7,000

	GAV
	7,000
	7,000
	14,400

	Less: Municipal taxes
	Nil
	Nil
	Nil

	NAV
	7,000
	7,000
	14,400

	Less: S.D.
	2,100
	2,100
	4,320

	Less: Interest
	Nil
	Nil
	Nil

	Income from house property
	4,900
	4,900
	10,080


A.37

Computation of house property income

	Particulars
	Rs.

	Expected rent
	18,000

	Actual rent
	14,000

	GAV
	18,000

	Less: Municipal taxes
	Nil

	NAV
	18,000

	Less: Standard deduction
	5,400

	Less: Interest
	Nil

	Income from house property
	12,600


A.38

Computation of house property income
	Particulars
	Rs.

	Expected rent
	12,000

	Actual rent
	4,000

	GAV
	12,000

	Less: Municipal taxes
	Nil

	NAV
	12,000

	Less: Standard deduction
	3,600

	Less: Interest
	Nil

	Income from house property
	8,400


A.39
Mr. A and B both can claim deduction of interest up to Rs.30,000 each as the maximum deduction for a loan taken before 01.04.99 by an individual is Rs.30,000.
A.40
The compensation received by Mr. A shall be taxable u/h PGBP, as per sec 28 of the Income Tax, Act 1961, any compensation received for termination of contract shall be taxable u/h PGBP.

A.41


Computation of income u/h PGBP


Net profit as per P&L a/c



  17,000


Add: - Reserves



    4,000




Duty Drawback



    6,000


Less:-
Depreciation



    5,000




Rent from house property



    3,000





Business income



  19,000

A.42
No, the Company can not claim the deduction of bonus as it is paid in place of profits.
A.43

	Amount of Bad- Debt
	Deduction Allowed
	Deduction to be allowed
	Amount taxable

	15,000
	9,000
	4,000 in 08-09
2,000 in 09-10
	Nil

8,000

	15,000
	9,000
	6,000 
	1,000

	15,000
	9,000
	6,000
	9,000


A.44
If A closes down the business on 31.03.08, the amount of refund of security which he received at the time of surrendering the connection shall be taxable in the year of receipt. i.e. Rs.3,000 shall be taxable in the P/Y 2008-09.

A.45 


Computation of taxable income


	Particulars
	Salary income
	Business income

	Income
	1,00,000
	1,00,000

	Less: deduction u/h PGBP
10,000 x 125%

5,000 x 100%
	-

-
	12,500

5,000

	GTI
	1,00,000
	82,500

	Less:- Ded u/s 80GGA (100%)
	15,000
	-

	Taxable income
	85,000
	82,500


A.46

Computation of deduction u/s 35D

	5% of cost of project

(a)
	5% of capital employed

(b)
	Higher of (a) & (b)
	Up to actual expenditure
	Deduction

	(i) 25,000
	20,000
	25,000
	30,000
	25,000/5 =5,000

	(ii) 25,000
	35,000
	35,000
	30,000
	30,000/5 =6,000


A.47
If the assessee is an individual then deduction is 5% of 5,00,000 = 25,000 or actual expenditure i.e. Rs.30,000 (whichever is less) therefore deduction u/s 35D is Rs.25,000/5 = Rs.5,000.
A.48
For the P/Y 08-09
· One –tenth of aggregate expenditure (20,000*/10)

       2,000

· Income from such business

       1,500


(Whichever is less)

       1,500



Deduction C/F


       500

For the P/Y 09-10


· One –tenth of aggregate expenditure [20,000/10 + 500 ( Deduction c/f)] 
       2,500

       2,000

· Income from such business

       1,800


Deduction available


    1,800


Deduction C/F


       700

* (20,000 = 6,000 +5,000+4,000+3,000+2,000) i.e. expenditure of the P/y 2008-09 and 4 years preceding the P/y 2008-09.

A.49
	
	Book Profit
	Actual salary
	Maximum Deduction
	Actual Deduction to firm
	Taxable for partners

	1.
	40,000
	30,000
	50,000
	30,000
	30,000

	2.
	(-) 20,000
	60,000
	50,000
	50,000
	50,000

	3.
	1,00,000
	70,000
	90,000
	70,000
	70,000

	4.
	1,80,000
	1,50,000
	1,38,000
	1,38,000
	1,38,000

	5.
	3,50,000
	2,50,000
	2,10,000
	2,10,000
	2,10,000


A.50
	
	Book Profit
	Actual salary
	Maximum Deduction
	Actual Deduction to firm
	Taxable for partners

	1.
	40,000
	30,000
	50,000
	30,000
	30,000

	2.
	(-) 20,000
	60,000
	50,000
	50,000
	50,000

	3.
	1,00,000
	70,000
	82,500
	70,000
	70,000

	4.
	1,80,000
	1,50,000
	1,24,500
	1,24,500
	1,24,500

	5.
	3,50,000
	2,50,000
	1,92,500
	1,92,500
	1,92,500


A.51
Net profit as per P& L A/c






            

1,00,000


Add: - Reserves









   10,000



Interest on capital @ 1% i.e. (26,000/13 x 1)




    
     2,000



Salary to partners








   30,000


Less: -
Income from house property






                 25,000





Book Profit






              1,17,000


Less:- 
Remuneration to partners (WN-1)






   30,000




Taxable profit







   87,000

Working Note-1


Book profit before charging salary





            

1,17,000


On first 75,000









   67,500


On next 42,000









   25,200













   92,700


Or Actual remuneration








   30,000



Whichever is less
i.e.







   30,000
A.52
Net profit as per P& L A/c






        
            (1,00,000)


Add: - Donations








  
   15,000



Interest on capital @ 3% i.e. (30,000/15 x 3)




    
     6,000



Salary to Working partners






  
   90,000



Salary to Non-Working partners






    5,000


Less: -
Interest on trade investment





            

(40,000)




Book Profit






            
(24,000)

Less:- 
Remuneration to partners (WN-1)






   50,000




Taxable profit






            
(74,000)

Working Note-1


Book profit before charging salary





            

(74,000)

In case of loss









   50,000

Or Actual remuneration








   90,000


Whichever is less









   50,000


Distribution of profit between the partners :-




A
  
      B


Remuneration in ratio 1:2



        

        16,667
               33,333
A.53
Nothing shall be disallowed as none of the payment exceeds Rs.20,000 during the P/Y.

A.54
Nothing shall be disallowed as none of the expense exceeds Rs.20,000 during the P/Y.

A.55

	
	Date of Payment
	Year of deduction

	(i)
	31.3.09
	08-09

	(ii)
	31.7.09
	08-09

	(iii)
	31.12.09
	09-10

	(iv)
	31.7.10
	10-11


A.56




Computation of income under the head PGBP

Net profit u/s 44AF (5% of Rs.30,00,000)





            

1,50,000


Less:- Interest  (1,00,000/20 x 12)








   60,000


Book profit before charging salary to partners





  
   90,000

Less:- Salary to partners (WN-1)








   76,500



Taxable profit









   13,500

  Working Note-1


Book profit before charging salary





               
   90,000


On first 75,000









   67,500


On next 15,000









     9,000













   76,500


Or Actual remuneration







              2,50,000


Whichever is less
i.e.







 
   76,500

A.57




Computation of Taxable Income

	Particulars
	X (Rs.) u/s 44AF
	Y (Rs.)

	Income u/h PGBP (5%)
	2,00,000
	1,05,000

	Add:- Other incomes
	5,000
	30,000

	Total
	2,05,000
	1,35,000

	Less:- Ded u/s 80GGC
	30,000
	60,000

	Taxable income
	1,75,000
	75,000


A.58



Computation of Rate of depreciation
	
	Put to use
	for
	Rate of Depreciation

	1.
	1.4.08
	P/Y 08-09
	15%

	2.
	31.3.09
	P/Y 08-09
	7.5%

	3.
	1.4.09
	P/Y 08-09
P/Y 09-10
	Nil
15%

	4.
	31.3.10
	P/Y 08-09
P/Y 09-10
	Nil

15%

	5.
	31.3.11
	P/Y 08-09
P/Y 09-10
P/Y 10-11
	Nil

Nil
15%


A.60
	Particulars
	A
	B
	C
	D
	E

	Opening w.d.v of block
	3,00,000
	2,00,000
	5,00,000
	5,00,000
	2,00,000

	Add: Assets Purchased
	4,00,000
	3,00,000
	1,00,000
	1,00,000
	1,00,000

	Less:- Sale of assets 
	5,00,000
	9,00,000
	2,00,000
	9,00,000
	1,40,000

	Balance
	2,00,000
	(4,00,000)
	STCL (4,00,000)
	STCG 3,00,000
	1,60,000

	Less:- Depreciation @ 25%
	50,000
	Nil
	Nil
	Nil
	27,500*

	Balance as on 31.03.08
	1,50,000
	Nil
	Nil
	Nil
	1,32,500



*Depreciation

·  1,00,000 x 12.5%= 12,500
·       60,000 x 25% = 15,000

A.61


	Amount of Sale
	Deduction Allowed
	Deduction to be allowed u/h PGBP
	Amount taxable u/h PGBP

	1,000
	4,000
	5,000
	-

	5,000
	4,000
	1,000
	-

	9,000
	4,000
	Nil
	3,000

	12,000*
	4,000
	Nil
	4,000


*Amount in excess of cost of the asset i.e. Rs.2,000 will be taxable under the head capital gains.
A.62 
Computation of Deduction u/s 35ABB 




P/Y 08-09
        P/Y 09-10


    P/Y 10-11



50,000/10 = 5,000
50,000/10 = 5,000
        50,000/10 = 5,000










        80,000/8 = 10,000











             
            15,000
A.63

	Amount of Sale
	Deduction Allowed
	Deduction to be allowed u/h PGBP
	Amount taxable u/h PGBP

	35,000
	10,000
	5,000
	-

	48,000
	10,000
	-
	8,000

	65,000*
	10,000
	10,000
	-


* Amount in excess of cost of the asset i.e. Rs.15,000 will be taxable under the head capital gains.
A.64
	Amount of Sale
	Deduction Allowed
	Deduction to be allowed u/h PGBP
	Amount taxable u/h PGBP

	40,000
	70,000
	-
	40,000

	70,000
	70,000
	-
	70,000

	80,000*
	70,000
	-
	70,000


* Amount in excess of cost of the asset i.e. Rs.10,000 will be taxable under the head capital gains.
A.65      (i)
Sales consideration







            

1,90,000


Less: COA
[6,10,000 – (deduction allowed u/s 35) 6,10,000]



                      NIL

Short term capital loss









1,90,000

(ii)
Sales consideration







            
            15,00,000


Less: COA
[6,10,000 – (deduction allowed u/s 35) 6,10,000]



                      NIL

Short term capital loss








            15,00,000


A.66
If the machine is sold without using it for any other purpose:


For Rs,1,90,000 then,

(i) Sale proceeds  



1,90,000

(ii) Deduction under section 35 

6,10,000

Whichever is less






            

1,90,000

For Rs.15,00,000 then,



Taxable amount u/h PGBP





            

1,90,000


Taxable u/h capital gain



Sales consideration






            

8,90,000



Less: ICOA (6,10,000 x 582/480)





              7,39,625




Long term capital gains




            

1,50,375

A.67

	Assets
	Purchase price
	Additional depreciation
	% of dep. (including Additional dep)
	Amount

	Machinery A
	2,000
	Applicable
	35
	700

	Machinery B
(Second hand)
	3,000
	Not applicable
	15
	450

	Machinery C ( for Scientific research)
	4,000
	Not applicable
	100
	4,000

	Car
	5,000
	Not applicable
	15
	750

	Aeroplane
	6,000
	Not applicable
	15
	900

	Air conditioner for office
	7,000
	Not applicable
	15
	1,050

	Machinery D
	8,000
	Applicable
	(35 x 50%)=17.5
	1400


A.68





Deduction u/s 33AB
· Amount deposited or

            15,000

· 40% of profits of such business under head PGBP before 33 AB.
     20,000


Deduction (Whichever is less)
     15,000

· Amount deposited or

            25,000

· 40% of profits of such business under head PGBP before 33 AB.
     20,000


Deduction (Whichever is less)
     20,000
A.69   
Assets

      Date of purchase
      Date of transfer
                Period of holding   
Nature

Building


31.12.04


  1.1.08


31.12.04 – 31.12.07
 LTCA

Jewellery

16.5.06


16.5.09


16.05.06 – 15.05.09
 STCA

Preference shares 
21.1.08


21.1.09


21.01.08 – 20.01.09
 STCA
A.70



POH - 1.6.08 to 31.3.09
→
STCA

Sales Consideration









  15,000



Less: - Cost of acquisition








  
  10,000


Taxable STCG









    5,000


A.73
Period of holding from      01.04.81              to 
31.03.08



    

      Rs.

Sale Price









            1,00,000

Less: 
ICOA (10,000 x 582/100)







  
58,200



ICOI  (20,000 x 582/463) + (10,000 x 582/497)




  
36,851

Exp. on transfer










      Nil



Taxable LTCG








  4,959
A.74
Period of holding from           01.04.75          
to    
31.03.08



     

       Rs.

Sale Price









            1,00,000

Less: 
ICOA (11,000 x 582/133)







  
 48,135


ICOI  (3,000x 582/125) + (7,000 x 582/305)





  
 27,325

Exp. on transfer



 





  
       Nil



Taxable LTCG








 24,540
A.75
 Period of holding from           01.04.80          
to    
31.03.08



     
       Rs.

Sale Price










  50,000

Less: -  COA










  10,000


Taxable LTCG








  40,000

A.76
(i)
15,000




(ii)
    10,000
A.77

	Particulars
	10,000
	6,000

	Sales Consideration
	50,000
	50,000

	Less: ICOA
	10,000 x 582/100 =  58,200 
	6,000 x 582/100= 34,920

	LTCG / (LTCL)
	(8,200)
	15,080


A.78




POH – 1.4.70 to 31.5.08 → LTCA

Sales Consideration 









  50,000


Less: COA










       Nil


Taxable Long term capital Gain






 
 50,000

A.79
Sales Consideration 








            1,00,000


Less: ICOA (10,000 x 582/100)







               58,200



Taxable Long term capital Gain






               41,800

A.80
Sales Consideration 









  50,000


Less: ICOA (10,000 x 582/100)







                58,200


Long term capital Loss







                (8,200)

A.81
Sales Consideration 









    1,500


Less: COA (1,000 – 300)








       
       700



Taxable Short term capital Gain






       
       800

A.82
Sales Consideration 









    1,500


Less: COA (1,000 – 1,100)








       Nil



Taxable Short term capital Gain






    
    1,500

A.83
Sales Consideration 









  15,000


Less: COA (10,000 – 4,000)








    6,000



Taxable Short term capital Gain






    
    9,000

A.84
Sales Consideration 









  20,000


Less: ICOA 
(5,000 – 4,000) x 582/223






    
    2,610


Taxable Long term capital Gain






  
  17,390
A.85
Sales Consideration 








             1,00,000


Less: ICOA  (2,700 – 200) x 582/223







    6,524

Less: ICOI    3,000 x 582/140








  12,471

Less: ICOI     5,000 x 582/551








    5,281


Taxable Long term capital Gain


  



  
  75,724






  
A.86


	Particulars
	Lucky
	Pinku

	Sales Consideration
	400
	5,200

	Less: COA
	Nil
	4,400 (200 x 22)

	Taxable capital gain
	400
	800


A.87




POH -  01.04.08 to 27.02.09

Sales Consideration









  12,000


Less:- COA*










    5,000


STCG










    7,000

*
Cost of acquisition 100 shares of shares in R Ltd.  5,000 x 10,000/25,000 = 2,000.



Cost of acquisition 50 shares of shares in D Ltd.  5,000 – 2,000 = 3,000.

A.88
Sales Consideration 









         12


Less: COA










         10


Taxable Short term capital Gain






       
           2
A.89
POH 01.04.87 to 31.03.89

For the P/Y 89-90, there is no capital gain hence no tax treatment.


For the P/Y 08-09

Sales Consideration









  12,000


Less: COA










    5,000



Taxable Short term capital Gain






    
    7,000



Business Profit (13,000 – 12,000)






    
    1,000

A.90


	Particulars
	100 shares
	150 shares
	150 shares

	POH
	01.04.06 to 30.03.09
	01.05.07 to 30.03.09
	01.06.08 to 30.03.09

	Sales Consideration
	8,000
	12,000
	12,000

	Less: COA
	5,000 x 582/551 = 5,607
	9,000 x 582/551 = 9,506
	14,000 x 150/200 = 10,500

	Capital gain
	2,393
	2,494
	1,500

	Nature
	LTCG
	LTCG
	STCG


A.91


For the P/Y 03-04, Capital gain chargeable to tax is Nil.

	Particulars
	P/Y 05-06
	P/Y 08-09
	P/Y 09-10

	Sales Consideration
	15,000
	5,000
	15,000

	Less: COA
	10,000
	3,000
	-

	Capital gain
	5,000
	2,000
	-

	Nature
	STCG
	STCG
	STCG


A.92
Shares:-


Capital gain = Rs.15,000 – Rs.1,000 = Rs.14,000


Income under the head other sources            



Deemed dividend= Rs.1,000

Jewellery:-










    Rs.


Sales Consideration









  50,000


Less: COA










  15,000



Taxable capital gain








  35,000

A.93
Sales consideration u/s 48 shall be:-

(i) 1,20,000 u/s 50C (2)



(ii)
1,50,000 u/s 50C (3)

A.94

	Value declared by the assessee
	Value in the opinion of AO
	Reference to valuation officer

	A.        (i) 1,00,000
	1,15,000
	No

	             (ii) 1,00,000
	1,16,000
	Yes

	B.         (i)  2,00,000
	2,25,000
	No

	             (ii) 2,00,000
	2,30,000
	Yes


A.95


	Taxable amount
	Reason

	Not taxable
	Gift in kind

	30,000
	Not covered in relative

	1,00,000
	Payment exceeds Rs.50,000

	Not taxable
	Received on the occasion of marriage

	Not taxable
	Received from  Relative

	FBT
	Taxable under the head salary

	Not taxable
	In kind 

	35,000
	Not covered in relative

	Not taxable
	Received under a will


A.96
In the following cases dividend is not exempt in the hands of shareholders:-
(i) If the dividend is received from a foreign company.

(ii) If the dividend is received from a Co-operative Society.

(iii) Dividend u/s 2(22)(e).

A.97
	Particulars
	Includible in the total income
	Grossing up
	Workings
	Taxable Interest

	6% bonds of Public sector company
	No
	No
	-
	-

	Interest on govt. securities
	Yes
	No
	4,000
	4,000

	Debentures of sugar mill company
	Yes
	Yes
	36,000/90%
	40,000

	12% Debentures of G Ltd.
	Yes 
	No 
	-
	1,200

	Debentures of X Ltd.
	Yes
	Yes
	59,400/90%
	66,000


A.98
Computation of income of Mr. A and Mrs. A

P/Y 08-09






Mrs. A



Mr. A

Investment on the first day of the P/Y



1,00,000


       
   Nil


Income







   60,000
Since, on the first day of the P/Y the investment of Mr. A is Nil therefore, nothing shall be clubbed in his income. 


P/Y 09-10






Mrs. A



Mr. A


Investment on the first day of the P/Y



1,60,000


  
50,000

Clubbing
84,000 x 50,000/2,10,000


          
  64,000

  

20,000





Taxable income



2,24,000

               
70,000


A.99
P/y 08-09, The income of Rs.40,000 will be clubbed in the income of Mr. A.


P/y 09-10, The income to be clubbed in the income of Mr. A 

Mr. A’s income


  10,000


Mrs. A’s income


  10,000


Mr. J’s income


 
  10,000



Total income


  30,000


Less: Exemption


    1,500



Total taxable income of Mr. X


  28,500

A.100








Mrs. A



Mr. A

Other income

2,00,000
        3,00,000


Wife salary to be clubbed in the income of Mr. A
      -           
           50,000


Taxable income 
2,00,000
        3,50,000

A.101








Mr. J



Mrs. J


Other income

4,00,000
        5,00,000


Salary to be clubbed in the income of Mrs. J
       -          
           50,000



Taxable income 
4,00,000
        5,50,000

A.102 
P/Y 08-09

Salary  income

        

1,50,000


Income from house property 

40,000


Less: Non-speculative businesses loss

40,000



       Nil

Non-speculative businesses loss

(1,90,000)



Set off against House property

    40,000


Set off against speculative income

    10,000


Set off against STCG

    80,000
(60,000) c/f

       Nil



Income from speculative business

10,000


Less: Non-speculative businesses loss

10,000



       Nil


Short term capital gain

80,000


Long term capital loss



(60,000) c/f     

       Nil                           




Total income
        1,50,000

P/Y 09-10

Salary income

        

2,00,000


Income from house property






  60,000




Non-speculative businesses income


 40,000


Less: c/f loss of the P/Y08-09


 40,000



       Nil
 


Income from speculative business


 15,000


Less: c/f loss of the P/Y08-09


 15,000



       Nil






Short term capital gain






  10,000


Long term capital gain
50,000



Less: c/f loss of the P/Y08-09
50,000



       Nil




Total income




            2,70,000
A.103
P/Y 08-09

Salary income

 
 1,00,000


Less: loss from house property

 1,00,000



         Nil


Loss from house property 

(1,50,000)


Less: set off against salary

 1,00,000


Less: set off against non speculative business loss
   20,000
(30,000) c/f 

Income from non-speculative businesses 
20,000

Less: Loss from house property

20,000



       Nil



Loss from speculative business



(40,000) c/f

Short term capital loss

(50,000)


Less: set off against long term capital gain
 30,000 
(20,000) c/f

Long term capital gain

30,000 


Less: short term capital loss

30,000 



       Nil




Total income

       Nil
     

P/Y 09-10

Salary income

        
          1,50,000


Income from house property


40,000

Less: c/f loss of the P/Y08-09


30,000 



  10,000 

Non-speculative businesses income






  30,000
      


Income from speculative business


25,000


Less: c/f loss of the P/Y08-09


25,000
(15,000) c/f

       Nil



Short term capital gain


15,000


Less: c/f loss of the P/Y08-09


15,000 



       Nil

Long term capital gain
 5,000

Less: c/f loss of the P/Y08-09
 5,000



       Nil




Total income



            1,90,000



A.104


Computation of loss to be set off

	Particulars
	P/Y 08-09   (i)
	P/Y 08-09   (ii)
	P/Y 09-10

	Income
	1,30,000
	70,000
	1,50,000

	Less: loss to be set off
	1,00,000
	70,000
	30,000

	Taxable income
	30,000
	Nil
	1,20,000


A.105
Yes, he can set-off  the loss of cloth business from the income of Pan-shop.


P/Y 08-09



Rs.

Income from Pan-shop

        5,00,000


Less: Loss from cloth business

        2,00,000



Taxable income

        3,00,000

A.106
Losses can be set off only by the assessee who has incurred the loss except:-

(i) if a business carried on by one person is acquired by another through inheritance.

(ii) Losses of amalgamating/demerged company can be set off against the income of amalgamated/resulting company.

(iii) Losses of partnership firm/ proprietary concern can be set off against the income of company if the conditions of section 47 are satisfied.

Any of the above conditions are not satisfied; therefore the given loss can not be set off.

A.107
If Z is the son of Y then, he can set off the loss.
A.108


	Sales Price
	60,000
	90,000

	Loss to be set off
	10,000
	Nil


A.109
He is liable to pay tax on Rs.10,000 – Rs.7,000 = Rs.3,000.

A.110
He is liable to pay tax on Rs.1,20,000 as the expenses of lottery income is not allowed to be deducted from business income.

A.111
He is liable to pay tax on Rs.60,000 as loss from lottery income is not allowed to be set off against lottery income and no deduction is allowed for any expenditure incurred.

A.112
He can claim deduction of Rs.10,000 i.e. (Rs.50,000 x 20%).

A.113
He can claim a deduction of Rs.1,00,000 as the max deduction allowable u/s 80C is Rs.1,00,000.
A.114
(i)   12,000 + 15,000.

(ii)  12,000 + 17,000.

A.115


	Deduction
	Reason

	Rs.5,000
	Paid to GIC by cheque for his own life

	Rs.4,000
	Paid to GIC by cheque for Spouse

	Rs.6,000
	Paid to GIC by cheque for dependent relative

	-
	Paid in cash

	-
	Not covered in relative

	Rs. 18,000
	Paid to GIC by cheque for his dependent mother (Senior Citizen)

	-
	Not covered in relative

	-
	Not covered in relative


(ii)
If A’s mother is not a senior citizen then the deduction will be Rs. 15,000 (as A’s mother is not covered under the definition of senior citizen.
A.116








Mr. X



  Mr. Y


Total income

10,000                                              6,00,000


Less: Deduction u/s 80DD
    -      

  75,000


Net income

10,000
          5,25,000
A.117
Deduction u/s 80DDB = Rs.40,000 – Rs.15,000 = Rs.25,000.

A.118
If the expenditure is incurred on the treatment of dependent mother then the Deduction u/s 80DDB = Rs.45, 000 – Rs.15, 000 = Rs.30,000.

A.119
He can claim the deduction of interest paid on loan taken for higher education i.e. Rs.45,000.


He can claim the deduction from 08-09 up to 15-16.

A.120
If loan was taken for the education of his brother, he cannot claim deduction u/s 80E as deduction of the interest paid under this section shall be allowed only if the loan is taken for higher education of the individual himself, spouse and children only.
[
A.121


Computation of deduction u/s 80G

Adjusted GTI:- 

GTI


        2,40,000


Less: LTCG



  30,000


Less: Deduction u/s 80E


  10,000




Adjusted GTI

          2,00,000


Max deduction for ( c) and (d)


10% of 2,00,00
20,000


Or donation whichever is less
(i) Deduction u/s 80G 



 100% of [20,000 or 12,000 (whichever is less)] = 12,000
(ii) Deduction u/s 80G 



 50% of [20,000 or 12,000 (whichever is less)] = 6,000

(iii) Deduction u/s 80G 



Max deduction for ( c) and (d) = Rs.20,000



100% of [20,000 or 8,000 (whichever is less)] = 8,000



50% of [(20,000-8,000) or 4,000 (whichever is less)] = 2,000
A.122



GTI (Rs.)






Firm/A Ltd.



Mr. X

1. 5,00,000






Yes



Yes

2. 1,00,000






Yes



No

3. Nil








Yes



No

4. (-) 10,000






Yes



No

A.123
Assessee can only carry forward & setoff the loss of Rs. 40,000 as he has filed the return of loss for the p/y 06-07.
A.124
The company is allowed to file a belated return:
a. within one year from 31.03.09 i.e. up to 31.03.10
b. or  completion of assessment whichever is earlier.
A.125
If the assessee was an individual then, also he is allowed to file belated return:
a. within one year from 31.03.09 i.e. up to 31.03.10
b. or  completion of assessment whichever is earlier.

A.126

Computation of Total income 
   Rs.(in lacs)

Sales of sugar


         30


Less: Market value of sugarcane


         11


Less: Other manufacturing cost


           7



Total income


         12


Agricultural income ( 11 lacs – 5 lacs)


           6


Non-agricultural income


           6

A.127


Computation of tax liability

Step 1: 
Tax on (2,95,000 + 15,000) = 17,000

Step 2: 
Tax on (1,50,000 + 15,000) =1,500

Step 3: Step 1 – Step 2 will be the tax payable = 17,000 – 1,500 = 15,500

A.128
No partial integration, as the neither the non-agricultural income nor the agricultural income exceed the exemption limit.

A.129
No partial integration, as the non-agricultural income does not exceed the exemption limit i.e. 2,25,000 in case of a senior citizen.

A.130




Computation of Advance tax


Income from house property







            2,00,000


Income from other sources:


 Gross Bank interest  (1,00,000 + 10,000)





            
            1,10,000

Gross Total income







            3,10,000

Less: Deduction u/s 80C (PPF)







               30,000

 Taxable income







            
            2,80,000

Tax payable









 13,000

Add: Education cess @ 3%








      390
Less: TDS deducted (10,000 + 8,000)







 18,000


Advance tax









      NIL
No, the assessee is not liable to pay advance tax.

A.131
The assessee is not required to pay any advance tax, the question of dates does not arise.
A.132
Interest u/s 234C

	
If assessee is a company
	
	If assessee is an individual
	

	Till 15th June
	1,800 x 3%
	54
	Till 15th June
	-


	-

	Till 15th Sept
	(5,400 – 1,800) x 3%
	108
	Till 15th Sept
	3,600 x 3%


	108

	Till 15th Dec
	(9,000 – 5,400) x 3%
	108
	Till 15th Dec
	(7,200 – 3,600) x 3%


	108

	Till 15th March
	(12,000 – 9,000) x 1%
	30
	Till 15th March
	(12,000 – 7,200) x 1%


	48

	Total
	300
	Total
	264



Interest u/s 234B







      12,000 x 2% = Rs. 240 
A. 133
Interest u/s 234B
	Tax paid
	Interest u/s 234B  payable
	Amount of interest u/s 234B

	11,000
	Not payable as the payment is more than 90% of assessed tax
	​-

	10,800
	Not payable as the payment is more than 90% of assessed tax
	-

	10,000
	Yes, interest is payable 
	(12,000 – 10,000) x 2% = 40 


A.134
(i)  8,00,000 or 10,00,000 whichever is higher. i.r. Rs. 10,00,000

(ii) 8,00,000 or 6,00,000 whichever is higher i.e. Rs. 8,00,000
A.135
Computation of income of Trust

	Particulars
	2,00,000
	5,00,000

	Income earned
	40,00,000
	40,00,000

	Add: Donation without condition
	10,00,000
	10,00,000

	Less: 15% reserve
	7,50,000
	7,50,000

	Less: Excess reserve
	5,00,000
	5,00,000

	Less: Income not received
	15,00,000
	15,00,000

	Less: Fees late received
	20,00,000
	20,00,000

	Less: Spent
	2,00,000
	5,00,000

	Taxable income
	50,000
	Nil


A.137
Rahul is required to pay the service tax up to 5th Jan.

If the service is provided by Rahul Ltd. then, the service tax is required to be paid upto 5th Nov 2008.

A.138
No, Mr. A is not liable to pay Service tax as notwithstanding the time of receipt of payment, no service tax shall  be payable the value of services, which is attributable to service provided during the period when such services are not taxable.
No, taxable event has not occurred.

A.139
The service tax shall be deemed to have been paid on 5th June but subject to realization.
A.140

Computation of Service tax payable

Taxable service (5,000 x 100/112.36)


    4,450


Service tax payable (5,000 x 12.36/112.36)


       550


Amount charged


    5,000


A.141

Computation of VAT payable

VALUE ADDITION METHOD

Profit 


          1,00,000


Add: Trading & manufacturing expenses

· Inputs purchased

        15,00,000

· Shop rent

          1,20,000

· Salaries

          1,50,000

· Electricity expenses


  80,000
· Other expenses


  50,000


        20,00,000

VAT payable

          2,00,000
A.142
 Sale by Mr. X to Mr. Y

Sale price



       300


VAT payable



         30

Sale by Mr. Y to Mr. Z


Sale price



       500


VAT payable



         50

Less: Credit for VAT paid on inputs


         30


VAT payable


         20
A.143

Computation of VAT payable

Sales price



       700


Less: Purchase price



       500

 Taxable amount



       200

VAT payable @ 10%



         20

