EKATVAM ACADEMY

SOLUTION FOR PAPER 15 : TOTAL INCOME & TAX PAYABLE

CA/CMA INTER

SOLUTION 1

Computation of total income and tax liability of Mr. A for

A.Y. 2024-25 under default tax regime u/s 115BAC

Particulars 4
Salaries
Basic Salary [ 50,000 x 12] 6,00,000
Transport allowance [X 15,000 x 12] 1,80,000
HRA received [ 20,000 x12] 2,40,000
Gross salary 10,20,000
Less: Standard deduction u/s 16(ia) (50,000)

9,70,000

Income from house property
Interest on housing loan -
Gross Total Income 9,70,000
Less: Deductions under Chapter VI- A
Section 80C
Contribution in PPF -
Section 80CCD
Contribution to pension scheme -
Section 80D
Mediclaim insurance premium for self and parents -
Total Income 9,70,000
Tax liability
Tax @5% on % 3,00,000 [ 6,00,000 - X 3,00,000] 15,000
Tax @10% on % 3,00,000 [ 9,00,000 - X 6,00,000] 30,000
Tax @15% on X 70,000 [X 9,70,000 - % 9,00,000] 10,500 55,500
Add: Health & Education cess @ 4 % 2,200
Total Tax Liability 57,720
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Computation of total income and tax liability of Mr. A for A.Y. 2024-25

under normal provisions of the Act

Particulars

Salaries

Basic Salary [ 50,000 x 12]

6,00,000

Transport allowance [X 15,000 x 12]

1,80,000

HRA received 2,40,000

Less: Least of the following exempt u/s 10(13A)  2,40,000

HRA received 2,40,000

Actual rent paid — 10% of salary 2,40,000

R 3,00,000 — X 60,000]

50% of salary 3,00,000

Gross Salary

7,80,000

Less: Standard deduction u/s 16(ia)

(50,000)

7,30,000

Income from house property

[Annual Value is Nil. Deduction u/s 24(b) for interest on
housing loan would be restricted to ¥ 2,00,000, in case of
self-occupied property, which would represent loss from

house property]

(2,00,000)

Gross Total Income

5,30,000

Less : Deduction under chapter VI- A

Section 80C

Contribution in PPF

1,50,000

Section 80CCD(1B)

Own contribution to pension scheme

50,000

Section 80D

Mediclaim insurance premium

For self and spouse, restricted to 25,000

For father, who is a senior citizen, restricted to 50,000

75,000

Total Income

2,565,000

Tax liability

Tax @5 % on X 5000 [ X 2,55,000 —X 2,50,000]

250

Less : Rebate u/s 87A

250

Total Tax Liability

Since tax liability as per the normal provisions of the Act is lower than the tax liability
under the default tax regime under section 115BAC, it would be beneficial for Mr. A
to shift out of the default tax regime under section 115BAC for A.Y. 2024-25.

Note : In this case, Mr. A is entitled to exemption u/s 10(13A), benefit of interest on
housing loan in respect of self-occupied property and Chapter VI-A deductions, owing to
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which his total income is reduced by % 7,15,000. His total income under the regular
provisions of the Act is less than ¥5,00,000, owing to which he becomes entitled to rebate
u/s 87A. Hence, in this case, it is beneficial for Mr. A to shift out of the default tax regime
under section 115BAC for A.Y. 2024-25.

SOLUTION 2
(a) Under section 6(1), an individual is said to be resident in India in any previous year, if
he/she satisfies any one of the following conditions:

(i) He/she has been in India during the previous year for a total period of 182 days or more,
or

(1) He/she has been in India during the 4 years immediately preceding the previous year
for a total period of 365 days or more and has been in India for at least 60 days in the
previous year.

If an individual satisfies any one of the conditions mentioned above, he/she is a resident. If

both the above conditions are not satisfied, the individual is a non-resident. Therefore, the

residential status of Miss Charlie, an American National, for A.Y.2024-25 has to be determined

on the basis of her stay in India during the previous year relevant to A.Y. 2024-25 1i.e.,

P.Y.2023-24 and in the preceding four assessment years.

Her stay in India during the previous year 2023-24 and in the preceding four years are as

under:

P.Y. 2023-24
01.04.2023 to 19.09.2023 - 172 days
27.03.2024 to 31.03.2024 - 5 days
Total 177 days
Four preceding previous years
P.Y.2022-23 (01.04.2022 to 31.03.2023) - 16 days
P.Y.2021-22 (01.04.2021 to 31.03.2022) - Nil
P.Y.2020-21 (01.04.2020 to 31.03.2021) - Nil
P.Y.2019-20 (01.04.2019 to 31.03.2020) - Nil
Total 16 days

The total stay of the assessee during the previous year in India was less than 182 days and
during the four years preceding this year was for 16 days. Therefore, due to non-fulfillment of
any of the two conditions for a resident, she would be treated as non-resident for the
Assessment Year 2024-25.

Computation of total income of Miss Charlie for the A.Y. 2024-25
Particulars £4 £4

Income from house property

Show room located in Mumbai remained on rent from

01.05.2023 to 31.03.2024 @ T 25,000/- p.m. 2,75,000

Gross Annual Value [R 25,000 x 11] (See Note 1 below)

Less: Municipal taxes Nil

Net Annual Value (NAV) 2,75,000

Less: Deduction u/s 24

30% of NAV 82,500 95,000
Interest on loan 97,500 | 1,80,000

Income from other sources
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Cash gifts received from non-relatives is chargeable to tax as per
section 56(2)(x), if the aggregate value of such gifts exceeds T 50,000.

-X 50,000 received from parents of husband would be exempt, since Nil
parents of husband fall within the definition of ‘relative’ and gifts
from a relative are not chargeable to tax.

-¥ 11,000 received from married sister of husband is exempt, since Nil
sister-in-law falls within the definition of relative and gifts from
a relative are not chargeable to tax.

Gift received from two friends of husband X 1,51,000 and |1,72,000 1.72.000
T 21,000 aggregating to T 1,72,000 is taxable u/s 56(2)(x) Y
since the aggregate of %1,72,000 exceeds X 50,000.

(See Note 2 below)

Total income 2,67,000

Computation of tax liability by Miss Charlie for the
A.Y. 2024-25 under normal provisions of the Act

Particulars I
Tax on total income of ¥ 2,67,000 850
Add: Health and Education cess@4% 34
Total tax liability 884
Total tax liability (rounded off) 880

Notes :

1. Actual rent received has been taken as the gross annual value in the absence of other
information (i.e. Municipal value, fair rental value and standard rent) in the question.

2. If the aggregate value of taxable gifts received from non-relatives exceed T 50,000 during
the year, the entire amount received (i.e. the aggregate value of taxable gifts received) is
taxable. Therefore, the entire amount of ¥ 1,72,000 is taxable under section 56(2)(x).

3. Since Miss Charlie is a non-resident for the A.Y. 2024-25, rebate under section 87A would
not be available to her, even though her total income does not exceed X 5 lacs.

(b) Residential status of Miss Charlie in case she is a person of Indian origin and her total
icome from Indian sources exceeds % 18,00,000
If she is a person of Indian origin and her total income from Indian sources exceeds
%15,00,000 (X 18,00,000, in her case), the condition of stay in India for a period exceeding
120 days during the previous year and 365 days during the four immediately preceding
previous years would be applicable for being treated as a resident. Since her stay in India
exceeds 120 days in the P.Y.2023-24 but the period of her stay in India during the four
immediately preceding previous years is less than 365 days (only 16 days), her residential
status as per section 6(1) would continue to be same i.e., non-resident in India.
Further, since she is not a citizen of India, the provisions of section 6(1A) deeming an
individual to be a citizen of India would not get attracted in her case, even though she is a
person of Indian origin and her total income from Indian sources exceeds X 15,00,000 and
she 1s not liable to pay tax in USA.
Therefore, her residential status would be non-resident in India for the P.Y. 2023-24.
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SOLUTION 3

Computation of total income and tax payable by Ms. Purvi
for the A.Y. 2024-25 under default tax regime u/s 115BAC

Particulars 4 4
Income from house property (See Working Note 1) 57,820
Profit and gains of business or profession 9,20,200
(See Working Note 2)
Income from other sources (See Working Note 3) 33,924
Gross Total Income 10,11,944
Less: Deductions under Chapter VI-A (not allowable under
Default tax regime]
Total Income 10,11,944
Total Income (rounded off) 10,11,940
Tax on total income
Upto T 3,00,000 Nil
% 3,00,001 - % 6,00,000 @5% 15,000
%6,00,001 - 29,00,000 @10% 30,000
%9,00,001 -%10,11,940 @ 15% 16,791 61,791
Add: Health and Education cess @ 4% 2,472
Total tax liability 64,263
Less: Advance tax paid 70,000
Less: Tax deducted at source on dividend income from an 1,052
Indian Company u/s 194
Tax deducted at source on income from UTI u/s 194K 760 1,812
Tax Payable (Refundable) (7,549)
Tax Payable (Refundable) (rounded off) (7,550)
Computation of tax income and tax payable under
Normal provisions of the Act
Particulars 4 4
Gross Total Income 10,11,944
[Income under the “Income from house property” “Profits and
gains from business or profession” and “Income from other
sources” would remain the same even if Ms. Purvi opts out of the
Default tax regime u/s 115BAC
Less: Deductions under Chapter VI-A (See Working Note 4) 10,000
Total Income 10,01,944
Total Income (rounded off) 10,01,940
Tax on total income
Upto % 2,50,000 Nil
% 2,50,001 — % 5,00,000 @5% 12,500
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% 5,00,000 - % 10,00,000 @20% 1,00,000

% 10,00,000 —% 10,01,940 @ 30% 582 1,13,082
Add: Health and Education cess @ 4% 4,523
Total tax liability 1,17,605
Less: Advance tax paid 70,000
Less: TDS u/s 194 on dividend 1,052

TDS u/s 194K on income from UTI 760 1,812
Tax Payable 45,793
Tax Payable (rounded off) 45,790

Since there is tax refundable under default tax regime under section 115BAC and tax payable
under the regular provisions of the Income-tax Act, 1961, it would be beneficial for Ms. Purvi
to pay tax under default tax regime under section 115BAC.

Working Notes:

(1) Income from House Property

Particulars £4 4
Gross Annual Value under section 23(1) 85,600
Less: Municipal taxes paid 3,000 57.820
Net Annual Value (NAV) 82,600
Less: Deduction u/s 24@30% of NAV 24,780

Note : Rent received has been taken as the Gross Annual Value in the absence of other
information relating to Municipal Value, Fair Rent and Standard Rent.

(2) Income under the head “Profits & Gains of Business or Profession”

Particulars 4 4

Net profit as per Income and Expenditure account 9,28,224
Add: Expenses debited but not allowable
(1) Salary paid to computer specialist in cash disallowed u/s 40A(3),

since such cash payment exceeds X 10,000 30,000
(i1) Amount paid for purchase of car is not allowable under section
37(1) since it is a capital expenditure 80,000
(111) Municipal Taxes paid in respect of residential flat let out 3,000 | 1,13,000
10,41,224
Add: Value of benefit received from clients during the course of 10,500
profession [taxable as business income under section 28(iv)]
10,51,724

Less: Income credited but not taxable under this head:

(1) Dividend on shares of X Ltd., an Indian company (taxable under 10,524
the head “Income from other sources")

(i1) Income from UTI (taxable under the head “Income from other 7,600
sources")
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(111) Honorarium for valuation of answer papers 15,800

(iv) Rent received from letting out of residential flat 85,600

1,19,524

9,32,200

Less: Depreciation on motor car @15% (See Note (i) below) 12,000

9,20,200

Notes:

@)

(11)
(iii)

(iv)

It has been assumed that the motor car was put to use for more than 180 days during
the previous year and hence, full depreciation @ 15% has been provided for u/s 32(1)(11).
Note: Alternatively, the question can be solved by assuming that motor car has been
put to use for less than 180 days and accordingly, only 50% of depreciation would be
allowable as per the second proviso below section 32(1)(ii).

Incentive to articled assistants for passing CA Intermediate examination in their first
attempt is deductible under section 37(1).

Repairs and maintenance paid in advance for the period 1.4.2024 to 30.9.2024 i.e. for 6
months amounting to 1,000 is allowable since Ms. Purvi is following the cash system
of accounting.

T 32,000 expended on foreign tour is allowable as deduction assuming that it was incurred
in connection with her professional work. Since it has already been debited to income and
expenditure account, no further adjustment is required.

(3) Income from other sources

Particulars 4
Dividend on shares of X Ltd., an Indian company (taxable in the 10,524
hands of shareholders)
Income from UTI (taxable in the hands of unit holders) 7,600
Honorarium for valuation of answer papers 15,800
33,924

(4) Deduction under Chapter VI-A :

Particulars 4
Deduction under section 80C (Investment in NSC) 10,000
Deduction under section 80D (See Notes (i) & (i1) Nil
below)
Total deduction under Chapter VI-A 10,000
Notes:
(1) Premium paid to insure the health of brother is not eligible for deduction under section

(i)

80D, even though he is a dependent, since brother is not included in the definition of
“family” under section 80D.

Premium paid to insure the health of major son is not eligible for deduction, even though
he is a dependent, since payment is made in cash.
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