2.  Since GST liability has been paid before the due date of filing return of
income under section 139(1), the same is deductible.

8.  Section 44AE would apply in the case of Mr. Sukhvinder since he is engaged
in the business of plying goods carriages and owns not more than ten
goods carriages at any time during the previous year.

Section 44AE provides for computation of business income of such assesses
on a presumptive basis. The income shall be deemed to be ¥ 1,000 per ton
of gross vehicle weight or unladen weight, as the case may be, per month or
part of the month for each heavy goods vehicle and % 7,500 per month or
part of month for each goods carriage other than heavy goods vehicle,
owned by the assessee in the previous year or such higher sum as declared
by the assessee in his return of income.

Mr. Sukhvinder’'s business income calculated applying the provisions of
section 44AE is % 13,72,500 (See Notes 1 & 2 below) and his total income
would be ¥ 14,42,500.

However, as per section 44AE(7), Mr. Sukhvinder may claim lower profits
and gains if he keeps and maintains proper books of account as per section
44AA and gets the same audited and furnishes a report of such audit as
required under section 44AB. If he does so, then his income for tax purposes
from goods carriages would be ¥ 4,45,000 instead of ¥ 13,72,500 and his
total income would be ¥ 5,15,000.

Notes:

1. Computation of total income of Mr. Sukhvinder for A.Y. 2024-25

Particulars Presum Where books
income are maintained
4 g
Income from business of plying
goods carriages [See Note 2 13,72,500 4,45,000
Below]
Other business and non-business 70,000 70,000
income
Total Income 14,42,500 5,15,000

© The Institute of Chartered Accountants of India



olution:

Option 1: Assessee has opted to pay tax as per regular scheme

Particulars Amount (Rs.) | Amount (Rs.)
() Income from business
Net profit for the year 4,00,000
Add: Expenses not allowed under Income tax Act but debited to P
&L Alc
Interest on capital (Note 2) 12,000
Depreciation as per books of a/c 34,000
Advance tax 25,000
General Expenses 5,000
Salary to Vinay 20,000
Interest on loan (Note 2) 8,000 1,04,000
Less: Income not related to business and profession but Credited to
P& L a/c
Interest on debentures 40,000
Deductible expenses not debited to P&L Account
Depreciation as per Income tax Act 42,000 (82,000)




EP-TL&P Computation of Total Income and Tax Liability of various Entities

Profits and Gains of Business & Profession 4,22,000
(Il) Income from other sources Interest on debenture 40,000
Gross Total Income (I + 11) 4,62,000

Less: Deduction U/S 80C — 80U

(i) Premium on life insurance policy (u/s 80C) (Note 1) (5,000)

(i) Health insurance Premium (u/s 80 D) (5,000)

Total Taxable Income 4,52,000
Note

1. Under section 80C deduction of life insurance premium cannot exceed 10% of the sum assured.

2. Under Section 36(1)(iii) Interest paid on borrowed capital is allowed as a deduction. Interest on own
capital is not deductible. Similarly, interest on money borrowed to pay income tax in not allowed as
a deduction.

Option 2: Assessee is paying tax as per Section 115BAC

Particulars Amount (Rs.) | Amount (Rs.)

() Income from Business

Net profit for the year 4,00,000

Add: Expenses not allowed under Income tax act but debited to P & L A/c

Interest on capital (Note 2) 12,000

Depreciation as per books of A/c 34,000

Advance tax 25,000

General Expenses 5,000

Salary to Vinay 20,000

Interest on loan (Note 2) 8,000 1,04,000
Less: Income not related to business and profession but Credited to

P& L A/c

Interest on debentures 40,000

Deductible expenses not debited to P&L Account

Depreciation as per Income tax Act (Working Note) 42,000 (82,000)
Profits and Gains of Business & Profession 4,22,000
(Il) Income from other sources Interest on debenture 40,000




Gross total income (I + Il) 4,62,000\

Less: Deduction U/S 80C — 80U NIL
Total Taxable Income 4,62,000
Note:

1.  Deduction u/s 80C is not allowed under section 115BAC.

2. Under Section 36(1)(iii) Interest paid on borrowed capital is allowed as a deduction. Interest on own capital
is not deductible. Similarly, interest on money borrowed to pay income tax in not allowed as a deduction.

3. Depreciation u/s M15BAC is allowed except Additional depreciation as per prescribed manner.




(2)  Since Siddhant’'s own fIat in a co- operatlve housmg soaety, WhICh he

eligible for deduction un
him for his accommodation_i

ct of rent paid by
of the condltlons to be

Computation of Total Income of Mr. Ramdin for the A.Y.2024-25
under normal provisions of the Act

Particulars 3 3

Income from Salaries

Basic Salary (X 15,000 x 12) 1,80,000
Dearness Allowance (X 12,000 x12) 1,44,000
Commission on Turnover (0.5% of ¥ 50 lacs) 25,000
Bonus 50,000
Gratuity (See Note 1) 30,000
Employer's contribution to recognized provident fund
Actual contribution [20% of ¥ 1,80,000] 36,000
Less: Exempt (See Note 2) 33,240 2,760
Interest credited in recognized provident fund 15,000
account @15% p.a.
Less: Exempt upto 9.5% p.a. 9,500 5,500
Gift of gold ring worth ¥ 10,000 on 25" wedding
anniversary by employer (See Note 3) 10,000
Perquisite value of music system given for
personal use (being 10% of actual cost) i.e. 10% 8,500
of ¥ 85,000
4,55,760
Less: Standard deduction under section 16(ia) 50,000
4,05,760

Profits and Gains of Business or Profession

Lease of 2 light goods vehicles on contract basis
against fixed charges of ¥ 6,500 p.m. In this case, 1,80,000
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INCOME TAX LIABILITY - COMPUTATION“
AND OPTIMISATION

presumptive tax provisions of section 44AE will
apply i.e. ¥ 7,500 p.m. for each of the two light
goods vehicle (X 7,500 x 2 x 12). He cannot claim
lower profits and gains since he has not
maintained books of account.

Income from Other Sources

Interest on bank FDRs 5,860
Interest on debentures (X 6786 x 100/90) 7,540 13,400
Gross total Income 5,99,160

Less: Deductions under Chapter VI-A
Section 80C

Premium on life insurance policy 15,370
Investment in NSC 30,000
FDR of SBI for 5 years 50,000
Employee’s contribution to recognized provident 30,000 1,25,370
fund
Section 80D - Mediclaim Insurance 22,500
Section 80G (See Note 4) 10,600
Total Income 4,40,690
Tax on total income
Income-tax [5% of ¥ 1,90,690 (i.e., ¥ 4,40,690 — 9,535
% 2,50,000)
Less: Rebate u/s 87A, since total income does not
exceed ¥ 5,00,000 9,535
Tax liability Nil
Less: Tax deducted at source (X 7,540 —X 6,786) 754
Net tax refundable 754
Tax refundable (rounded off) 750
Notes:
1. Gratuity received during service is fully taxable.
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