
10

SMARKS

D

SMARKS



n

SMARKS

↑B

5 MARKS



Y

SMARKS

⑮S

SMARKS



↑

SMARKS

↑D

10MARKS



  
 

INCOME TAX LAW 3.350 

(vi) Allowable as deduction: The limit for attracting disallowance under 
section 40A(3) for payment otherwise than by way of account payee 
cheque or account payee bank draft or use of ECS through a bank 
account or through such other prescribed electronic mode is ` 35,000 
in case of payment made for plying, hiring or leasing goods carriage. 
Therefore, in the present case, disallowance under section 40A(3) is 
not attracted for payment of ` 30,000 made in cash to a transporter 
for carriage of goods. 

6. (a) True: In order to escape the disallowance specified in section 40A(3), 
payment in respect of the business expenditure ought to have been 
made through an account payee cheque. Payment through a crossed 
cheque will attract disallowance under section 40A(3). 

 (b) (i) True: It is mandatory to write off the amount due from a debtor 
as not receivable in the books of account, in order to claim the 
same as bad debt under section 36(1)(vii). However, where the 
debt has been taken into account in computing the income of 
the assessee on the basis of ICDSs notified under section 145(2), 
without recording the same in the accounts, then, such debt 
shall be allowed in the previous year in which such debt 
becomes irrecoverable and it shall be deemed that such debt or 
part thereof has been written off as irrecoverable in the accounts 
for the said purpose. 

(ii) True: Section 40(a)(i) provides that failure to deduct tax at 
source from, inter alia, rent or royalty payable to a non-resident, 
in accordance with the provisions of Chapter XVII-B, will result in 
disallowance of such expenditure, where the non-resident payee 
has not paid the tax due on such income. 

7.   Computation of business income of Mr. Sivam for the A.Y. 2024-25 
Particulars `  ` 

Net Profit as per profit and loss account  50,000 
Add:     Inadmissible expenses/ losses    
 Under valuation of closing stock 18,000  
 Salary paid to brother – unreasonable 

[Section 40A(2)] 
2,000  

 Printing and stationery - whole amount of 23,200  
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PROFITS & GAINS OF BUSINESS OR PROFESSION 
    

 3.351 

printing & stationery paid in cash would be 
disallowed, since such amount exceeds  
` 10,000 [Section 40A(3)]  

 Depreciation (considered separately) 1,05,000  
 Short term capital loss on shares 8,100  
 Donation to public charitable trust     2,000 1,58,300 
   2,08,300 
Less: Items to be deducted:   
 Under valuation of opening stock 

 
9,000  

  Income from UTI [Chargeable under the 
head “Income from Other Sources] 

    2,400   11,400 

 Business income before depreciation  1,96,900 
Less: Depreciation (See Note 1)    66,000 
  1,30,900 

Computation of business income as per section 44AD: 
 As per section 44AD, where the amount of turnover is received, inter alia, by 

way of account payee cheque or use of electronic clearing system through 
bank account or through such other prescribed electronic modes, the 
presumptive business income would be 6% of turnover, i.e., ` 1,12,11,500 x 
6 /100 = ` 6,72,690 
Notes: 
1. Calculation of depreciation 

Particulars `  
Opening balance of plant & machinery as on 1.4.2023 
(i.e. WDV as on 31.3.2023 (-) depreciation for P.Y. 2022-23) 

4,20,000 

Add:  Cost of new plant & machinery   70,000 
 4,90,000 
Less: Sale proceeds of assets sold    50,000 
WDV of the block of plant & machinery as on 31.3.2024 4,40,000 
Depreciation@15% 66,000 
No additional depreciation is allowable as the assessee is 
not engaged in manufacture or production of any article. 
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