EKATVAM ACADEMY
TEST PAPER 6 PROFITS & GAINS FROM BUSINESS/PROFESSION
CA/CMA INTER (30 Marks)

QUESTION 1 (5 Marks)

Mr. X, a proprietor engaged in manufacturing business, furnishes the following
particulars :

Particulars E4

(1) | Opening balance of plant and machinery as on 1.4.2023 (30,00,000
(i.e., WDV as on 31.3.2023 after reducing depreciation
for P.Y. 2022-23)

(2) | New plant and machinery purchased and put to use [20,00,000
on 08.06.2023
(3) | New plant and machinery acquired and put to use on |8,00,000
15.12.2023
(4) | Computer acquired and installed in the office 3,00,000
premises on 2.1.2024

Compute the amount of depreciation and additional depreciation for the A.Y. 2024- 25, if Mr.
X has exercised the option of shifting out of the default tax regime provided u/s 115BAC(1A).
Assume that all the assets were purchased by way of account payee cheque.

QUESTION 2 (6 Marks)

Mr. A commenced operations of the businesses of setting up a warehousing facility for
storage of food grains, sugar and edible oil on 1.4.2023. He incurred capital expenditure of T 80
lakh, X 60 lakh and X 50 lakh, respectively, on purchase of land and building during the period
January, 2023 to March, 2023 exclusively for theabove businesses, and capitalized the same
in its books of account as on 1st April,2023. The cost of land included in the above figures is
50 lakh, X 40 lakh and X 30 lakh, respectively. During the P.Y. 2023-24, he incurred capital
expenditure of ¥ 20 lakh, ¥ 15 lakh & % 10 lakh, respectively, for extension/reconstruction of
the building purchased and used exclusively for the above businesses.

Compute the income under the head “Profits and gains of business or profession’for the
AY. 2024-25 and the loss to be carried forward, assuming that Mr. A has fulfilled all the
conditions specified under section 35AD and wants to claim deduction under section 35AD
and has not claimed any deduction under Chapter VI-A under the heading “C — Deductions in
respect of certain incomes”.

The profits from the business of setting up a warehousing facility for storage of food grains,
sugar and edible oil (before claiming deduction u/s 35AD and section 32) for the A.Y. 2024-25
1s %16 lakhs, 14 lakhs and %31 lakhs, respectively. Also, assume in respect of expenditure
incurred, the payments are made by account payee cheque or use of ECS through bank
account.

QUESTION 3 (6 Marks)

Mr. Praveen engaged in retail trade, reports a turnover of % 2,98,50,000 for the financial year

2023-24. Amount received in cash during the P.Y. 2023-24 is X 14,00,000 and balance through
prescribed electronic modes on or before 31st October 2024. His income from the said business
as per books of account is ¥ 15,00,000 computed as per the provisions of Chapter IV-D “Profits
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and gains from business or Profession” of the Income-tax Act, 1961. Retail trade is the only

source of income for Mr. Praveen. A.Y. 2023-24 was the first year for which he declared his

business income in accordance with the provisions of presumptive taxation u/s 44AD.

(1) Is Mr. Praveen also eligible for presumptive determination of his income chargeable to tax
for the assessment year 2024-25?

(11) If so, determine his income from retail trade as per the applicable presumptive provision.

(111) In case Mr. Praveen wants to declare profits as per books of account from retail trade,

what are his obligations under the Income-tax Act, 19617
(iv) What is the due date for filing his return of income under both the options?

QUESTION 4 (8 Marks)

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

Trading and Profit and Loss Account for the year ended 31.03.2024

Particulars 4 Particulars 4

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 2,400

UTI
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 :
(1) 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
(i1) Salary includes 10,000 paid to his brother, which is unreasonable to the extent of

% 2,000.

(i11) 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:
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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 34,20,000. A new plant falling
under the same block of depreciation was bought on 01.7.2023 for X 70,000. Two old
plants were sold on 1.10.2023 for X 50,000.

(v) Rent and rates includes GST liability of X 3,400 paid on 7.4.2023.

(vi) Other general expenses include X 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
under section 44AD and profits and gains as per normal provisions of the Act assuming he
has not opted for the provisions of section 115BAC. 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.

QUESTION 5 (5 Marks)

Mr. Tenzingh is engaged in composite business of growing and curing (further processing) coffee
in Coorg, Karnataka. The whole of coffee grown in his plantation is cured. Relevant information
pertaining to the year ended 31.3.2024 are given below:

Particulars 4
Opening balance of car (only asset in the block) as on 1.4.2023 | 3,00,000
(1.e.WDV as on 31.3.2023 (-) depreciation for P.Y. 2022-23)

Opening balance of machinery as on 1.4.2023 (i.e., WDV as on |15,00,000
31.3.2023 (-) depreciation for P.Y. 2022-23)

Expenses incurred for growing coffee 3,10,000
Expenditure for curing coffee 3,00,000
Sale value of cured coffee 22,00,000

Besides being used for agricultural operations, the car is also used for personal use;
disallowance for personal use may be taken at 20%. The expenses incurred for car running and
maintenance are % 50,000. The machines were used in coffee curing business operations.
Compute the income arising from the above activities for the A.Y. 2024-25.
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