INCOME TAX

MOCK TEST - 3 HOUR

BY VG SIR

BE HONEST WITH YOURSLEF

l. Mr. Sivam, a retail trader of Cochin gives the following Trading and Profit and
Loss Account for the year ended 31" March, 2024:

Trading and Profit and Loss Account for the year ended 31.03.2024

Particulars .4 Particulars ¢

To Opening stock 90,000 | By Sales 1,12,11,500

To Purchases 1,10,04,000 | By Closing stock 1,86,100

To Gross Profit 3,03,600 -
1,13,97,600 1,13,97,600

To Salary 60,000 | By Gross profit b/d 3,03,600

To Rent and rates 36,000 | By Income from UTI 2,400

To Interest on loan 15,000

To Depreciation 1,05,000

To Printing & stationery 23,200

To Postage & telegram 1,640



To Loss on sale of 8,100
shares (Short-term)
To Other general 7,060
expenses
To Net Profit 50,000
3,06,000 3,06,000

Additional Information:

() It was found that some stocks were omitted to be included in both the
Opening and Closing Stock, the values of which were:

Opening stock ¢ 9,000
Closing stock ¢ 18,000

(i) Salary includes ¥ 10,000 paid to his brother, which is unreasonable to
the extent of ¥ 2,000.

(ii))  The whole amount of printing and stationery was paid in cash by way of
one-time payment to Mr. Ramesh.

(iv) The depreciation provided in the Profit and Loss Account ¢ 1,05,000 was
based on the following information:

The opening balance of plant and machinery (i.e., the written down value
as on 31.3.2023 minus depreciation for P.Y. 2022-23) is ¥4,20,000. A new
plant falling under the same block of depreciation was bought on
01.7.2023 for €70,000. Two old plants were sold on 1.10.2023 for ¥ 50,000.

(v)  Rent and rates includes GST liability of ¢ 3,400 paid on 7.4.2024.

(vi) Other general expenses include ¥ 2,000 paid as donation to a Public
Charitable Trust.

You are required to compute the profits and gains of Mr. Sivam under
presumptive taxation u/s 44AD and profits and gains as per the regular
provisions of the Act assuming he has exercised the option of shifting out of
the default tax regime provided under section 115BAC(1A). Assume that the
whole of the amount of turnover received by account payee cheque or use of
electronic clearing system through bank account during the previous year.
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lllustration 2: \

From the following profit and loss account of Vinay for the year ended 31st March 2024, compute his total
income and tax liability for the assessment year 2024-25:

Particulars Amount Particulars Amount

Rs. Rs.

Interest on capital 12,000 | Gross profit 510,000
Insurance 2,000 | Brokerage 30,000
Bad debts 30,000 | Bad debts recovered 15,000

(earlier allowed as deduction)

Depreciation 34,000 | Sundry receipts 18,000
Advance tax 25,000 | Interest on debentures (gross) [TDS 40,000
Rs. 4,000]
General expenses 12,000
Advertisement 5,000
Salary (including salary to Vinay 85,000 \
Rs.20,000)
Interest on loan 8,000
Net profit 4,00,000
Total 6,13,000 | Total 6,13,000

Additional information:
() The amount of depreciation allowable as per income-tax rules is Rs. 42,000.
(i) General expenses include Rs.5,000 given as Health insurance Premium.
(i)  Vinay pays Rs. 5,200 as premium on his own life insurance policy of Rs. 50,000 issued in 2016-17.
(iv) Loan was obtained for payment of income-tax.
Option 1: Assessee has opted to pay tax as per regular scheme

Option 2: Assessee is paying tax as per Section 115BAC ? “q T KS

3 Explain the term “return of loss” under the Income-tax Act, 1961. Can any loss
be carried forward even if return of loss has not been filed as required?
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(‘. Ramdin, aged 33 years, working as Manager (Sales) with Frozen Foods Ltd.,
provides the following information for the year ended 31.03.2024:

Basic Salary ¢ 15,000 p.m.
DA (50% of it is meant for retirement benefits) 12,000 p.m.
Commission as a percentage of turnover of the Company 0.5 %
Turnover of the Company 750 lacs
Bonus ¢ 50,000
Gratuity ¢ 30,000
Own Contribution to R.P.F. 730,000
Employer's contribution to R.P.F. 20% of basic salary
Interest credited in the R.P.F. account @ 15% p.a. ¢ 15,000

Gold Ring worth ¥ 10,000 was given by employer on his 25" wedding
anniversary.

Music System purchased on 01.04.2023 by the company for & 85,000
and was given to him for personal use.

Two old light goods vehicles owned by him were leased to a transport
company against the fixed charges of ¥ 6,500 p.m. Books of account are
not maintained.

Received interest of 5,860 on bank FDRs on 24.4.2023 and interest of
76,786 (Net) from the debentures of Indian Companies on 5.5.2023.

Made payment by cheques of ¢ 15370 towards premium on Life
Insurance policies and ¥ 22,500 for Mediclaim Insurance policy for self
and spouse.

Invested in NSC ¥ 30,000 and in FDR of SBI for 5 years ¥50,000.

—  Donations of ¥ 11,000 to an institution approved u/s 80G and of
¢ 5,700 to Prime Minister's National Relief Fund were given during the
year by way of cheque.

Compute his total income and tax payable thereon for the A.Y. 2024-25.
Assume that Mr. Ramdin has exercised the option to shift out of the default

tax regime under section 115BAC. \® HAR K¢

Briefly discuss the provisions relating to payment of advance tax on
income arising from capital gains and casual income.
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Ashwin doing manufacture and wholesale trade furnishes you the following

information:

Total turnover for the financial year -

Particulars ¢ |
2023-24 1,05,00,000
2024-25 \ 95.00,000

Examine whether tax deduction at source provisions are attracted for the

below said expenses incurred during the financial year 2024-25:

Particulars ¢
Interest paid to UCO Bank on 15.8.2024 41,000
Contract payment to Raj (2 contracts of ¢ 12,000 each) on | 24,000
12.12.2024
Shop rent paid (one payee) on 21.1.2025 2,50,000
Commission paid to Balu on 15.3.2025 7,000
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Illustrationﬂq \
Mr. Ram who is a person with disability submit the following information. Compute (a) the Taxable Income
(b) the Tax payable for the assessment year 2024-25.
Particulars Amounts
(Rs.)
(i) Salary (per annum) 3,00,000
(ii) Rent received 48,000
(iii) Dividend from Co-operative Society 1,000
(iv) Interest on Savings Bank Deposits 18,000
(v) Interest on government securities 1,000
(vi) Winning from Lotteries (gross) 5,000
(vii) NSC (VIII Issue) purchased during the year 10,000
(viii) Deposit under PPF Scheme 30,000

He earned a long-term capital gain of Rs. 15,000 on sale of gold during the year.

S
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Mr. Rudra has one unit at Special Economic Zone (SEZ) and other unit at
Domestic Tariff Area (DTA). He provides the following details for the previous
year 2023-24.

Particulars Mr. Rudra (?) Unit in DTA (?)
Total Sales 6,00,00,000 2,00,00,000
Export Sales 7 5,60,00,000 1,60,00,000
Net Profit 80,00,000 20,00,000

Proceeds from export sales in SEZ received in convertible foreign exchange by
30.9.2024 is ¥ 3,00,00,000. He has exercised the option of shifting out of the
default tax regime provided under section 115BAC(1A). Calculate the eligible
deduction under section 10AA of the Income-tax Act, 1961, for the Assessment
Year 2024-25, in the following situations:

() If both the units were set up and start manufacturing from
22-05-2015.

(i) If both the units were set up and start manufacturing from

14-05-2019. S Mﬁﬂkf

Illustrationq

Binod furnishes the following particulars for PY 2023-24. You are required to arrive at the deduction
allowable u/s 35 for AY 2024-25, while computing the Income under the head “Profits / Gains from Business/
Profession”.

1.

Amount paid to M/s ABC Ltd., a company registered in India, which has as it's main object, scientific
research and development, as approved by the prescribed authority INR 600,000

Amount Paid to IIT Mumbai, for an approved scientific research programme INR 375,000
Revenue Expenditure on In-house R&D facility as approved by prescribed authority INR 450,000

Capital Expenditure on In-house R&D facility as approved by prescribed authority INR 12,00,000.
This includes cost of Land INR 450,000

Amount paid to Indian Institute of Science, Bangalore, for Scientific Research INR 10,00,000
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Mr. X is employed with AB Ltd. on a monthly salary of 25,000 per month and
an entertainment allowance and commission of & 1,000 p.m. each. The

Mr. Raman is a co-owner of a house property along with his brother holding
equal share in the property.

Particulars ¢
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 ¥25,000, out of which 21,000 has been paid. Interest
on the unpaid interest is ¥ 450. To repay this loan, Raman 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.

Compute the income from this property chargeable in the hands of

Mr. Raman for the A.Y. 2024-25.
S MARK(C

company provides him with the following benefits:

() A company owned accommodation is provided to him in Delhi. Furniture
costing ¥2,40,000 was provided on 1.8.2023.

(i) A personal loan of ¥5,00,000 on 1.7.2023 on which it charges interest @
6.75% p.a. The entire loan s still outstanding (Assume SBI rate of interest
on 1.4.2023 was 12.75% p.a.)

(i)  His son is allowed to use a motor cycle belonging to the company. The

company had purchased this motor cycle for 60,000 on 1.5.2020. The

motor cycle was finally sold to him on 1.8.2023 for ¥ 30,000.

(iv)  Professional tax paid by Mr. X is ¥2,000.

Compute the income from salary of Mr. X for the A.Y. 2024-25 assuming Mr. X
exercises the option of shifting out of the default tax regime provided under
section T15BAC(1A).
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1 You are required to compute the income from salary of Mr. Raja under default
tax regime from the following particulars for the year ended
31-03-2024:

()  He retired on 31-12-2023 at the age of 60, after putting in 25 years and
9 months of service, from a private company at Delhi.

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

(iii)  On retirement, he was paid a gratuity of ¥3,50,000. He was covered by
the payment of Gratuity Act, 1972. He had not received any other gratuity
at any point of time earlier, other than this gratuity.

(iv) He had accumulated leave of 15 days per annum during the period of his
service; this was encashed by him at the time of his retirement. A sum of
¥ 3,715,000 was received by him in this regard. Employer allowed 30 days
leave per annum.

(v)  He is receiving ¥5,000 as pension. On 1.2.2024, he commuted 60% of his
pension and received ¥ 3,00,000 as commuted pension.

(vi) The company presented him with a gift voucher of ¥ 5000 on his
retirement. His colleagues also gifted him a mobile phone worth

¢ 50,000 from their own contribution. S
M AR KS

lllustration ‘13 )

Mr. X earns the following income during the previous year ended 31st March, 2024. Determine the income
liable to tax for the assessment year 2024-25 if Mr. X is (a) resident and ordinarily resident in Indiq, (b)
resident and not ordinarily resident in India, and (c) non-resident in India during the previous year ended
31st March, 2024.

® Profits on sale of a building in India but received in Holland — Rs. 20,000
Pension from former employer in India received in Holland — Rs. 14,000
Interest on U.K. Development Bonds (1/4 being received in India) — Rs. 20,000

Income from property in Australia and received in U.S.A. — Rs. 15,000

Income earned from a business in Abyssinia which is controlled from Zambia (Rs. 30,000 received in
India) — Rs. 70,000

Dividend on shares of an Indian company but received in Holland — Rs. 10,000

Profits not taxed previously brought into India — Rs. 40,000

® Profits from a business in Nagpur which is controlled from Holland — Rs. 27,000

S RPRES



\ q Mr. Aditya furnishes the following details for the year ended 31-03-2024:

Particulars Amount
(?)

Loss from speculative business A 25,000
Income from speculative business B 5,000
Loss from specified business covered under section 35AD 20,000
Income from salary (computed) 3,00,000
Loss from let out house property 2,50,000
Income from trading business 45,000
Long-term capital gain from sale of urban land 2,00,000
Long-term capital loss on sale of shares (STT not paid) 75,000
Long-term capital loss on sale of listed shares in recognized 1,02,000
stock exchange (STT paid at the time of acquisition and sale of
shares)

Following are the brought forward losses:

(1)  Losses from owning and maintaining of race horses pertaining to
AY. 2022-23 ¥ 2,000.

(2)  Brought forward loss from trading business ¥5,000 relating to A.Y.2019-
20.

Compute the total income of Mr. Aditya and show the items eligible for carry

forward, assuming that he exercises the option of shifting out of the default tax
regime provided under section T15BAC(1A).
S MpKg

\g A proprietary business was started by Smt. Rani in the year 2021. As on
1.4.2022 her capital in business was ¢ 3,00,000.

Her husband gifted ¥ 2,00,000 on 10.4.2022 to her and such sum is invested
by Smt. Rani in her business on the same date. Smt. Rani earned profits from
her proprietary business for the Financial year 2022-23, ¥ 1,50,000 and
Financial year 2023-24 ¥ 3,90,000. Compute the income, to be clubbed in the
hands of Rani’s husband for the Assessment year 2024-25 with reasons.

5 MORK(
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Mr. Agarwal aged 40 years and a resident in India, has a total income of
¥4,50,00,000, comprising long term capital gain taxable under section 112 of
¢ 55,00,000, short term capital gain taxable under section 111A of
¢ 65,00,000 and other income of ¥ 3,30,00,000. Compute his tax liability for
A.Y.2024-25 under the default tax regime and optional tax regime as per the
normal provisions of the Act assuming that the total income and its
components are the same in both tax regimes. S M M K S'

Mr. Venus., engaged in manufacture of pesticides, furnishes the following
particulars relating to its manufacturing unit at Chennai, for the year ending

31-3-2024:
(T in lakhs)

WDV of Plant and Machinery on 31.3.2023 30.00
Depreciation including additional depreciation for P.Y. 2022-23 4.75
New machinery purchased on 1-9-2023 10.00
New machinery purchased on 1-12-2023 8.00
Computer purchased on 3-1-2024 4.00

Additional information:

@ All assets were purchased by A/c payee cheque.

B All assets were put to use immediately.

. New machinery purchased on 1-12-2023 and computer have been

installed in the office.

« During the year ended 31-3-2023, a new machinery had been
purchased on 31-10-2022, for ¥ 10 lakhs. Additional depreciation,
besides normal depreciation, had been claimed thereon.

o Depreciation rate for machinery may be taken as 15%.

- The assessee has no brought forward business loss or unabsorbed
depreciation as on 1.4.2023.

Compute the depreciation available to the assessee as per the provisions of
the Income-tax Act, 1961 and the WDV of different blocks of assets as on 31-
3-2024 if -

()  he exercises the option of shifting out of the default tax regime provided
under section 1T15BAC(1A)

(i)  he pays tax under the default tax regime under section 115BAC.
|0 WAR'KC



