EKATVAM ACADEMY
SOLUTION FOR PAPER 2: RESIDENTIAL STATUS
CA/CMA INTER

SOLUTION 1

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 the basic condition under section 6(1). Therefore, he is a non-resident
for the previous year 2023-24.

SOLUTION 2
As per section 6(1), Mr. David is a non-resident for the A.Y. 2024-25, since he was not
present in India at any time during the previous year 2023-24. As per section 5(2), a non-
resident is chargeable to tax in India only in respect of following incomes:

(1) Income received or deemed to be received in India; and

(i1) Income accruing or arising or deemed to accrue or arise in India.
In view of the above provisions, income from agriculture in Nepal and income from house
property in Nepal would not be chargeable to tax in the hands of David, assuming that
the same were received in Nepal. Income from ‘Salaries’ payable by the Government to a
citizen of India for services rendered outside India is deemed to accrue or arise in India as
per section 9(1)(1i1). Hence, such income is taxable in the hands of Mr. David, even though
he is a non-resident.
However, allowances or perquisites paid or allowed as such outside India by the Government
to a citizen of India for rendering service outside India is exempt under section 10(7).
Hence, foreign allowance of ¥ 4,00,000 is exempt u/s 10(7) in the hands of Mr. David.

Gross Total Income of Mr. David for A.Y. 2024-25

Particulars 4
Salaries (computed) 5,00,000
Income from other sources (Interest on fixed 1,00,000
deposit in India)
Gross Total Income 6.00,000

SOLUTION 3
Computation of total income for the A.Y. 2024-25

Resident Resident Non-
Particulars and but not resident
ordinarily |ordinarily X
resident resident
Z (ROR) Z (RNOR)
Interest on UK Development Bonds, 50% 10,000 5,000 5,000
of interest received in India
Income from a business in Chennai (50% is 20,000 20,000 20,000
received in India)
Short term capital gains on sale of shares of 20,000 20,000 20,000
an Indian company, received in London
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Dividend from British company received In 5,000

London

Long term Capital gains on sale of plant at 40,000 20,000 20,000
Germany, 50% of gains are received in India

Income earned from business in Germany which 70,000 70,000 40,000
1s controlled from Delhi, out of which 340,000 is

received in India

Profits from a business in Delhi but managed 15,000 15,000 15,000
entirely from London

Income from house property in London deposited 50,000

1in a Bank at London, later on remitted to India

Interest on debentures in an Indian company, 12,000 12,000 12,000
received in London

Fees for technical services rendered inIndia but 8,000 8,000 8,000
received in London

Profits from a business in Mumbai, managed 26,000 26,000 26,000
from London

Income from property situated in Nepal and 16,000

received there

Past foreign untaxed income brought to India

during the previous year

Income from agricultural land in Nepal, 18,000

received there and then brought to India

Income from profession in Kenya which was set 5,000 5,000

up in India, received there but spent in India

Gift received on the occasion of hiswedding [not

taxable]

Interest on savings bank deposit in State Bank of 12,000 12,000 12,000
India

Income from a business in Russia, controlled 20,000

from Russia

Dividend from Reliance Petroleum Limited, an 5,000 5,000 5,000
Indian Company

Agricultural income from a land in Rajasthan - -

[Exempt under section 10(1)]

Gross Total Income 3,562,000 2,18,000 1,83,000
Less: Deduction under section 80TTA

[Interest on savings bank account subject to a

maximum of ¥10,000] 10,000 10,000 10,000
Total Income 3.42,000 2,08.000 1,73.000
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SOLUTION 4
Computation of total income of Mr. Ramesh & Mr. Suresh for the A.Y. 2024-25

Sr. Particulars Mr. Mr.
No. Ramesh Suresh
(Non- | (Resident
Resident) ) @)
®

1. |Interest on Canada Development Bond (See Note 2) 17,500 40,000

2. |Dividend from British Company received in London (See 20,000
Note 3)

3. |Profits from a business in Nagpur but managed directly 1,00,000 1,40,000
from London (See Note 2)

4. |Short term capital gain on sale of shares of an Indian 60,000 90,000
company received in India (See Note 2)

5. |Income from a business in Chennai (See Note 2) 80,000 70,000

6. |Fees for technical services rendered in India, but received 1,00,000
in Canada (See Note 2)

7. |Interest on savings bank deposit in UCO Bank,Delhi (See 7,000 12,000
Note 2)

8. |Agricultural income from a land situated in Andhra Pradesh
(See Note 4)

9. |Income from house property at Bhopal (See Note 5) 70,000 42,000
Gross Total income 4,34,500 4,14,000
Less: Deduction under Chapter VI-A

Section 80C - Life insurance premium 30,000

Section 80TTA (See Note 6) 7,000 10,000

Total Income 4,27,500 3,74,000
Notes:

1. Mr. Ramesh is a non-resident since he has been living in Canada since 1996. Mr.
Suresh, is settled in Delhi, and thus, assumed as a resident and ordinarily
resident.

2. In case of a resident and ordinarily resident, his global income is taxable asper
section 5(1). However, as per section 5(2), in case of a non-resident, only the
following incomes are chargeable to tax:
(1) Income received or deemed to be received in India; and
(1) Income accruing or arising or deemed to accrue or arise in India.
Therefore, fees for technical services rendered in India would be taxable in the
hands of Mr. Ramesh, even though he is a non-resident. The income referred to in
Sl. No. 3,4,5 and 7 are taxable in the hands of both Mr. Ramesh and Mr. Suresh
since they accrue or arise/ deemed to accrue or arise in India.
Interest on Canada Development Bond would be fully taxable in the hands of
Mr. Suresh, whereas only 50%, which is received in India, is taxable in the hands of
Mr. Ramesh.

3. Dividend received from British company in London by Mr. Ramesh, a non- resident,
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dividend received by Mr. Suresh is taxable, since he is a resident and ordinarily
resident.

4. Agricultural income from a land situated in India is exempt under section 10(1) in
the case of both non-residents and residents.

5. Income from house property-

Particulars Mr. Ramesh |Mr. Suresh
®) ®)
Rent received 1,00,000 60,000
Less: Deduction under section 24(a) 30,000 18,000
@30%
Net income from house property 70,000 42,000

The net income from house property in India would be taxable in the handsof both
Mr. Ramesh and Mr. Suresh, since the accrual and receipt of the same are in
India.
6. In case of an individual, interest upto X 10,000 from savings account with, inter
alia, a bank 1s allowable as deduction under section 80TTA.
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