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SUGGESTED ANSWERS TO QUESTIONS 

1. (a) 

(i) (D) 

(ii) (A/B/C/D) 

(iii) (B) 

(iv) (C) 

(v) (B) 

(vi) (C) 

(vii) (C) 

(viii) (C) 

(ix) (B) 

(x) (C) 
 

1. (b) 

(i) (D) 

(ii) (A) 

(iii) (E) 

(iv) (C) 

(v) (B) 
 

1. (c)  

(i) True 

(ii) False 

(iii) False 

(iv) True 

(v) False 
                

1. (d) 

(i) Rs.35,000 

(ii) Rs.7,500 

(iii) 4 

(iv) Rs. 52,000 or Rs. 1,04,000 or Rs. 5,20,000 

(v) Rs. 50 lakh 

 

2. (a) 

(i) Determination of residential status of Ram 

During the previous year 2022-23, he remained in India for 125 days. Therefore, Ram does not satisfy 

the first basic condition of section 6(1)(a). 

Since he is a person of Indian origin comes on a visit to India, the second condition must be read as stay 

of 365 days in 4 previous years preceding the previous year 2022-23 and stay exceeding 120 days where 

the income in India exceeds Rs.15 lakh.  

Where the income does not exceed Rs.15 lakh it should be read as 182 days. 

His income in India (other than income from foreign sources) exceeds Rs.15 lakh and his aggregate stay 

in 4 previous years preceding the previous year must exceed 365 days and his stay in previous year 

2022-23 must also exceed 120 days to satisfy second basic condition - Clause (b) of Explanation 1 to 

section 6(1). 

His aggregate stay in 4 previous years has exceeded 365 days since it is stated in the question that he 

stayed for 125 days in every previous year. He satisfies the second basic condition. 

Therefore, he is a resident. 
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Further, as per section 6(6)(c) since he is a person of Indian origin having total income other than 

income from foreign sources (Indian income) exceeding Rs.15 lakhs and has stayed for more than 120 

days but less than 182 days, his status would be resident but not ordinarily resident (RNOR). 

(ii) Determination of residential status of Laxman 

During the previous year 2022-23, Laxman remained in India for 132 days. Therefore, he does not 

satisfy the first basic condition of section 6(1) (a). 

As regards the second basic condition, since he came to India for the first time in the previous year 

2022-23 he does not satisfy the second basic condition also.  

Therefore, his status would be non-resident. 

(iii) Determination of residential status of Dr. Bharat 

During the previous year 2022-23, Bharat remained in India for 128 days. Therefore, he does not satisfy 

the first basic condition of section 6(1)(a). 

Since he has stayed for only 60 days in the earlier financial years, he would not satisfy the second basic 

condition also (i.e. 365 days in 4 immediately preceding previous years)  

However, as per section 6(1A) an individual being a citizen of India having total income other than 

income from foreign sources (Indian income) exceeding Rs.15 lakh during the previous year shall be 

deemed to be resident in India in that previous year, if he is not liable to tax in any other country or 

territory. 

Explanation to section 6(1A) says that for the removable of doubts, it is hereby declared that clause (1A) 

shall not apply in case of individual who is resident under section 6(1). 

Therefore, applying section 6(1A) Bharat is a deemed resident in India for the previous year 2022-23 as 

his income in India exceeds Rs.15 lakhs and he is not liable to tax in any other country by reason of his 

domicile or residence. 

However, as per section 6(6)(d) a person citizen of India who is deemed resident under 6(1A) shall be 

“resident but not ordinarily resident”. Therefore, the residential status of Bharat shall be “resident but 

not ordinarily resident”. 

 

2. (b) 

Total amount of interest under section 24:- 

      House – 1: D 1,94,000 

      House – 2: D 92,000 

 

 

3. (a) 

Gross salary income for the A.Y. 2023-24 = D 50,54,000 

3  (b) 

(i) Tax liability = D 95,160 

(ii) Tax liability = D 16,640 

 
 

4. (a) 

Income Tax liability:- 

Anil = D 21,02,672 

Sunil = D 39,520 
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4. (b) 

Determination of the quantum of deduction under Chapter VI-A 

(i) In the case of Basu:  

The stamp duty and registration fee paid for acquisition of residential apartment is eligible for 

deduction under section 80C.  Therefore, the entire amount of Rs. 1,44,000 is deductible. 

Rs. 5,000 paid toward preventive health check up by way of cash is eligible for deduction under 

section 80D. 

(ii) In the case of Chatterjee: 

Any life insurance policy taken on or after 01.04.2012 where the premium payable on the policy 

exceeds 10% of the actual capital sum assured, such excess is not eligible for deduction.   

In this case, the capital sum assured is Rs. 12 lakh.  The premium up to 10% i.e. Rs. 1,20,000 is 

eligible for deduction under section 80C. The balance amount of premium of Rs.40,000 is not eligible 

for deduction. 

(iii) In the case of Tripathi: 

The amount contributed to NPS by an individual is eligible for deduction up to a maximum of Rs. 

50,000 only.  Since he has contributed only Rs. 40,000 deduction permissible is Rs. 40,000.   

Amount paid by way of tuition fees for part-time education is not eligible for deduction under section 

80C.   

(iv) In the case of Mukherjee: 

The amount contributed to a recognized political party is eligible for deduction under section 80GGC 

@ 100%.   

His donation to National Sports Fund is eligible for deduction @100% without any limitation with 

reference to total income - section 80G(1)(i)(iiihg) 
 

5. (a) 

Income under the head “profits and gains from business” D 2,84,389 

 

5. (b) 

 Total Income D 2,80,000  

Eligible Carry forward of losses:- 

 The balance of loss from house property Rs. (5,20,000 -1,40,000) = Rs. 3,80,000 to be carried 

forward for set off in subsequent assessment years. 

 Loss from horse race Rs. 25,000 is not eligible for set off against other incomes.  It is to be carried 

forward. 
 

6. (a) 

 Tax Liability (Rounded off u/s. 288B):- 

     Old Tax Regime = Rs. 2,26,820 

     New Tax Regime = Rs. 1,98,740 

 In the instant case, tax liability under alternative tax regime u/s. 115BAC is lower, hence it is advisable to 

opt for provision of section 115BAC. 
 

 

6. (b) 

 Tax liability of AOP = D 33,800 

 Tax liability of members:- 

    Adhi = D 17,230 (Round off) 

    Balu = D Nil 
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7. (a) 

(i) Transfer of unquoted equity shares for inadequate consideration: 

Any movable property received for inadequate consideration by any person is chargeable to tax under 

section 56(2)(x), if the difference between aggregate Fair Market Value of the property and 

consideration exceeds Rs. 50,000. 

Thus, share received by Nelson (P) Ltd. from Mr. Mandella for inadequate consideration is chargeable 

to tax under section 56(2)(x) to the extent of Rs.4,00,000. 

As per section 50CA, since, the consideration is less than the fair market value of unquoted shares of 

Beautiful Africa (P) Ltd., fair market value of shares of the company would be deemed to be the full 

value of consideration. It is presumed that the shares of Beautiful Africa (P) Ltd are unquoted shares. 

The full value of consideration (Rs.10,00,000) less the indexed cost of acquisition (Rs. 8,90,000) 

would result in a long-term capital gain of Rs.1,10,000 in the hands of Mr. Mandella. 

(ii) Taxation under sec.56(2) (x) of money received from a charitable Trust: 

The provisions of section 56(2)(x) would not apply to any sum of money or any property received 

from any trust or institution registered under section 12AB. 

Cash gift of Rs.1,75,000 received from WE CAN, being a trust registered under section 12AB, for 

meeting medical expenses and such amount would not be chargeable to tax under section 56(2)(x) in 

the hands of Mr. Ramakrishna Hedge. 

 

7. (b) 

Applicability and quantum of TDS 

(i) In the case of a domestic company declaring dividend tax is deductible at source where the amount of 

dividend paid exceeds Rs.5,000. 

In this case, Ganesh has 500 equity shares of Rs.100 each and for which he received 20% dividend 

being Rs.10,000.  Therefore, tax deductible at source by Alps Ltd @ 10% on the dividend amount of 

Rs.10,000 being Rs.1000. 

(ii) Insurance company when makes payment of commission, it has to deduct tax at source @5% when the 

aggregate amount of commission for the financial year exceeds Rs.15,000. 

In this case, the commission payment is Rs.70,000. Therefore TDS @5%being Rs.3,500 is deductible 

on the commission paid to Govind. 

(iii) As per section 193 any interest payable on any security of the Central Government is not liable or tax 

deduction at source. However, 7.75% Savings (Taxable) Bonds, 2018 is not eligible for such 

exemption from TDS if the amount of interest exceeds Rs.10,000. 

Therefore, on the interest income of Rs.7,750 no tax is deductible at source under section 193. 

(iv) As per section 194-I tax is deductible at source when the aggregate rent paid or payable exceeds 

Rs.2,40,000. In the case of firm, the turnover in the preceding financial year is not required to be 

considered.  

In this case, Alok & Co (firm) has paid Rs.2,70,000 as rent to the building owner for the previous year 

2022-23. Therefore, tax is deductible at source @10% being Rs.27,000. 

 

 

8. (a) 

Persons not eligible to file updated return [section 139(8A)] 

A person shall not be eligible to furnish an updated return, where: 

(i) a search has been initiated under section 132 or books of account or other documents or any assets are 

requisitioned under section 132A in the case of such person; or 

(ii) a survey has been conducted under section 133A [other than section 133A(2A)], in the case of such 

person; or 
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(iii) a notice has been issued to the effect that any money, bullion, jewellery or any other valuable article or 

thing seized or requisitioned under section 132 or section 132A in the case of any other person belongs 

to such person; or 

(iv) a notice has been issued to the effect that any books of account or documents, seized or requisitioned 

under section 132 or section 132A in the case of any other person, pertain or pertains to, or any other 

information contained therein, relate to, such person, for the assessment year relevant to the previous 

year in which such search is initiated or survey is conducted or requisition is made and any assessment 

year preceding such assessment year. 

Also, where a person has already furnished updated return cannot file updated return for the same 

assessment year. 

Similarly, where any proceedings for assessment or reassessment or re-computation or revision is 

pending or has been completed is not eligible to file updated return. 

 

8. (b) 

Compulsory application for allotment of PAN: [Section 139A and rule 114] 

Any person whose total income exceeds exempted limit ; or 

any resident other than individual enters into a financial transaction of an amount aggregating to Rs.2,50,000 

or more in a financial year or any person who is the managing director or director, partner or trustee, author, 

founder, karta, chief executive officer, principal officer of the person referred above must apply for PAN on 

or before 31
st
 May of the relevant assessment year. 

Any person whose sales or turnover or gross receipts are likely to exceed Rs.5 lakhs in any previous year 

must apply for PAN on or before the end of the relevant financial year. 

Any person who is required to furnish a return under section 139(4A) i.e. trust or charitable institution must 

apply for PAN before the end of the relevant financial year. 

Any person who is entitled to receive any sum or income, on which tax is deductible at source must apply 

for PAN before the end of the relevant financial year. 

Any person who requires import export code must apply for PAN before making any import or export. 

Any person who is an assessee under GST must apply for PAN before making application for registration 

under GST. 

Any person who intends to enter into specified financial transaction must apply for PAN 7 days before 

entering into such transactions. 

 

8. (c) 

Demand notice under section 156 

On completion of assessment, a demand notice is served for additional tax demand raised in the assessment. 

The assessee should make payment of amount demanded within 30 days of service of notice. 

Where the Assessing Officer has any reason to believe that it will be detrimental to the revenue, if the full 

period of 30 days is allowed, then he may with the previous approval of the Joint Commissioner direct that 

the sum specified in the notice of demand shall be paid within such time as may be specified by him in the 

notice. 

If the payment of tax is not made, within 30 days (or the time allowed in the notice), interest, shall be 

payable at 1% for every month (or part thereof) of the delay. 

An assessee who omits to make payment within the time specified in the notice of demand shall be treated as 

assessee in default and shall be liable to a penalty of an amount not exceeding the amount of tax in arrears. 

Where any sum is determined to be payable by the assessee or by the deductor or collector under section 

143(1) or section 200A (1) or section 206CB (1), the intimation under those sections shall be deemed to be 

notice of demand for the purposes of this section. 
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8. (d) 

Components of actual cost – ICDS V 

The following shall be the components of actual cost: 

(i) The actual cost of an acquired tangible fixed asset shall comprise its purchase price, import duties and 

other taxes, excluding those subsequently recoverable, and any directly attributable expenditure on 

making the asset ready for its intended use.  Any trade discount and rebate shall be deducted in 

arriving at the actual cost. 

(ii) The cost of a tangible fixed asset may undergo changes subsequent to its acquisition or construction on 

account of the following; 

(a) price adjustment, changes in duties or similar factors; or 

(b) exchange fluctuation as specified in ICDS on the effects of changes in foreign exchange rates; 

(iii) Administration and other general overhead expenses are to be excluded from the cost of tangible fixed 

assets if they do not relate to a specific tangible fixed asset; 

(iv) The expenditure incurred on start-up and commissioning of the project, including the expenditure 

incurred on test runs and experimental production, shall be capitalized 

 

 

_____________________ 

 


