
 
 

 
1.  Computation of total income of Mr. Rajiv for the assessment year 2018-19 

 

Particulars ` ` ` 

Income from house property    

Self-occupied    

Annual value Nil   

Less: Deduction under section 24(b) 
Interest on housing loan 
50% of ` 88,000 = 44,000 but limited to 

 
 

30,000 

  

Loss from self occupied property  (30,000)  

Let out property 
Annual value (Rent receivable has been taken 
as the annual value in the absence of other 
information) 

 
 

60,000 

  

Less: Deductions under section 24    

30% of Net Annual Value 18,000    

Interest on housing loan 
(50% of ` 88,000) 

 
44,000 

 
62,000 

 
(2,000) 

 

Loss from house property   (32,000) 

Profits and gains of business or profession    

Fees from professional services  59,38,000  

Less: Expenses allowable as deduction    

Staff salary, bonus and stipend 21,50,000   

Other administrative expenses 11,48,000   

    

Office rent 30,000   

Motor car maintenance (10,000 x 4/5) 8,000   

Car loan interest – not allowable (since the 
same has not been paid and the assessee 
follows cash system of accounting) 

 

Nil 

 

33,36,000 

 

  26,02,000  

Less: Depreciation    

Motor car ` 4,25,000 x 7.5% x 4/5 25,500   

Books being annual publications @ 40% 8,000   

Furniture and fittings @ 10% of ` 60,000 6,000   

Plant and machinery @ 15% of ` 80,000 12,000   

Computer @ 40% of ` 50,000 20,000   

Computer (New) ` 30,000 @ 40% x ½ thereon 6,000 77,500 25,24,500 

Gross Total income   24,92,500 

Less: Deduction under Chapter VI-A    

Deduction under section 80C    



Housing loan principal repayment 1,00,000   

PPF subscription 20,000   

Life insurance premium 24,000   

Total amount of ` 1,44,000 is allowed as 
deduction since it is within the limit of 

` 1,50,000 

 1,44,000  

Deduction under section 80D    

Medical insurance premium paid ` 18,000  18,000 1,62,000 

Total income   23,30,500 

 

2. Computation of total income of Mr. Anoop for the Assessment Year 2018-19 
 

Particula
rs 

` ` ` 

Profits and gains from business or 
profession 

   

Net profit as per profit and loss account  8,40,000 

Less: Income credited to profit and 
loss account but not taxable 
under this head 

  

Interest 
securities 

on notified government 32,000  

Dividend from foreign company 28,000  

Gift of gold chain received from his 
mother 

 
78,000 

 
   1,38,000 

 
Add: Depreciation debited in the books of 

account 

 7,02,000 

 
1,05,000 

  8,07,000 



 

 
 
 

Add: Expenses debited to profit 
and loss account but not 
allowable as deduction 

   

Interest on capital borrowed for 
purchase of plant & machinery 

[As per the proviso to section 36(1)(iii), 
the interest on loan borrowed for 
purchase of new asset which is not put 
to use upto 31.3.2018 not allowable as 
deduction. The said amount has to be 
added to the cost of the asset4. Since 
the amount has been debited to profit 
and loss account, it has to be added 
back]. 

 
82,000 

  

Expenditure in excess of ` 10,000 paid 
by bearer cheque to be disallowed as 
per section 40A(3) 

 
 

18,500 

  

Compensation paid to an employee on 
termination of his services in the 
business unit is allowable on the 
grounds of commercial expediency. 
Hence, no disallowance is attracted 

 
 
 
 

  - 

 
 
 
 

1,00,500 

 

 
Less: Depreciation allowable under the 

Income-tax Act, 1961 

[Depreciation on new plant & 
machinery would not be allowed, since 
it was not put to use during the previous 
year 2017-18] 

 9,07,500  
7,91,500 

   1,16,000  

Income from Other Sources    

Interest on notified Government Securities, 
exempt under section 10(15) 

 -  

Dividend from foreign company [(not exempt 
under section 10(34)] 

 28,000  

Gift of gold chain received from his mother is 
not taxable, since mother is a relative [clause 
(I) of proviso to section 56(2)(x)] 

  

 
  - 

 

 
   28,000 

Gross Total Income   8,19,500 
 

Less: Deductions under Chapter VI-
A 

   

Under section 80C 

Deposit in Sukanya Samridhi 
Scheme 

  
48,000 

 

Under section 80D    

Medical insurance premium    

Self and wife ` 28,000 + ` 2,500 
preventive health check up, subject to 
a maximum of 

 
25,000 

  



Medical expenses of father, being a 
very senior citizen, ` 35,000, since 
there is no insurance policy in his 
name, restricted to 

 

 
30,000 

 

 
55,000 

 

Under section 80G    

Donation to Clean Ganga Fund 
(qualifies for 100% deduction) 

  
23,000 

 
1,26,000 

Total Income   6,93,500 

Tax on total income @ 5% on ̀  2,50,000 
(` 5,00,000 less ̀  2,50,000, being the basic 
exemption limit) plus @20% on ` 1,93,500 
(in excess of ` 5,00,000) 

   

 
51,200 

Add: Education cess @2%   1024 

Add: Secondary and higher education cess 
@1% 

    512 

Tax Payable   52,736 

Tax Payable (rounded off)   52,740 

 
 

3. Case 1: Tax implications if Mr. Hari is a property dealer 
 

In the hands of Mr. Hari In the hands of Mr. Rajesh 

In the hands of Hari, the provisions of section 
43CA would be attracted, since the building 
represents his stock-in- trade and he has 
transferred the same for a consideration less 
than the stamp duty value on the date of 
agreement. Therefore, ` 65 lakh, being 
the difference between the stamp duty value 
on the date of agreement (i.e., 
` 140 lakh) and the purchase price (i.e., ` 
75 lakh), would be chargeable as business 
income in the hands of Mr. Hari. 

Since Mr. Rajesh is a dealer in automobile spare 
parts, the building purchased would be a capital asset 
in his hands. The provisions of section 56(2)(x) would 
be attracted in the hands of Mr. Rajesh who has 
received immovable property, being a capital asset, 
for inadequate consideration. 
Therefore, ` 60 lakh, being the difference 
between the stamp duty value of the property 
on the date of registration (i.e., 

` 150 lakh) and the actual consideration (i.e., 

` 90 lakh) would be taxable under section 56(2)(x) 

in the hands of Mr. Rajesh, since the payment is made 

by crossed cheque and not account payee 

cheque/draft or ECS. 

Case 2: Tax implications if Mr. Hari is a stock broker 
 

In the hands of Mr. Hari In the hands of Mr. Rajesh 

In case Mr. Hari is a stock broker and not a property There would be no difference 

dealer, the building would represent his capital in the taxability in the hands of 

asset and not stock-in-trade. In such a case, the Mr. Rajesh, whether Mr. Hari is a 

provisions of section 50C would be attracted in property dealer or a stock broker. 

the hands of Mr. Hari and ̀  75 lakh, being the Therefore, the provisions of 

difference between the stamp duty value on section 56(2)(x) would be 

the date of registration (i.e., ` 150 lakh) and attracted in the hands of 

the purchase price (i.e., ` 75 lakh) would be Mr. Rajesh who has received 

chargeable as short-term capital gains. immovable property, being a 

It may be noted that under section 50C, the capital asset, for inadequate 

option to adopt the stamp duty value on the consideration. Therefore, 

date of agreement can be exercised only if whole ` 60 lakh, being the difference 



or part of the consideration has been received between the stamp duty value 

on or before the date of agreement by way of of the property on the date of 

account payee cheque or draft or by use of ECS registration (i.e., ̀  150 lakh) and 

through a bank account on or before the date the actual consideration (i.e., 

of agreement. In this case, since the payment is ` 90 lakh) would be taxable under 

made by crossed cheque, the option cannot be section 56(2)(x) in the hands of 

exercised. Mr. Rajesh. 

Note: As per section 43CA, stamp duty value on the date of agreement can be adopted, if whole or part of 
consideration is received otherwise than by way of cash on or before the date of agreement. 

However, both section 50C and 56(2)(x) permit adoption of stamp value duty on the date of agreement only 
if whole or part of consideration is received/paid, as the case may be, by way of account payee cheque or 
account payee bank draft or by use of ECS through a bank account. 

 

4. Computation of total income for the A.Y. 2018-19 
 

Particular

s 

Arun (`) Bimal(`) 

Income from house property   

I. Self-occupied portion (25%)   

Annual value Nil Nil 

Less: Deduction under section 24(b)   

Interest on loan taken for construction 

` 37,500 (being 25% of ` 1.5 lakh) 

restricted to maximum of ` 30,000 for each 

co-owner since the property was constructed 

before 1.04.1999. Hence, it is assumed that 

loan was taken before 1.4.1999 

30,000 30,000 

Loss from self occupied property (30,000) (30,000) 

II. Let-out portion (75%) – See Working Note 

below 

1,25,850 1,25,850 

Income from house property 95,850 95,850 

Other Income 2,90,000 1,80,000 

Total Income 3,85,850 2,75,850 

Working Note – Computation of Income from Let-Out Portion of House Property 
 

Particular

s 

` ` 

Let-out portion (75%)   

Gross Annual Value   

(a) Municipal value (75% of ` 9 lakh) 6,75,000  

(b) Actual rent [(` 12000 x 6 x 12) – (` 12,000 x 1 x 4)] 

= ` 8,64,000 - ` 48,000 

8,16,000  

- whichever is higher  8,16,000 

Less: Municipal taxes 75% of ` 1,80,000 (20% of ` 9 

lakh) 

 1,35,000 

Net Annual Value (NAV)  6,81,000 

Less: Deduction under section 24   

(a) 30% of NAV 2,04,300  



(b) Interest on loan taken for the house [75% of 

` 3 lakh] 

2,25,000 4,29,300 

Income from let-out portion of house property  2,51,700 

Share of each co-owner (50%)  1,25,850 

 

5.  

(A). Computation of eligible deduction under Chapter VI-A of Mr. Mayank for A.Y. 
2015-16 

 

Particulars ` ` 

Deduction under Section 80C   

LIC premium paid ` 30,000 20,000  

[Limited to 10% of policy value, since policy has been taken   

on or after 1.04.2012 (10% x ` 2,00,000)]   

Contribution to PPF. 1,10,000  

Repayment of housing loan to Indian Bank    35,000  

 1,65,000  

Deduction allowed under section 80C, restricted to 1,50,000  

Deduction under Section 80CCC   

Payment to LIC Pension Fund    28,000  

 1,78,000  

Deduction limited to ` 1,50,000 as per section 80CCE  1,50,000 

Deduction under Section 80D   

Payment of medical insurance premium ̀  22,000 for self, wife 15,000  

and dependent children. Deduction limited to ` 15,000.   

Medical insurance premium paid for non-dependant parents   

` 32,000 (limited to ` 20,000, being the limit applicable for 
senior citizens) 

   20,000 35,000 

Deduction under section 80CCG   

Mr. Mayank would be eligible for deduction under section 23,500 23,500 
80CCG in respect of investment made in Equity Oriented   

Fund of Rajiv Gandhi Equity Savings Scheme, 2013, since his   

gross total income does not exceed ` 12,00,000 and he is a   

new retail investor. The allowable deduction would be   



 
 
 

  
 
 

` 23,500, being 50% of ̀  47,000, since the same is within the 
limit of ` 25,000. 

Deduction under section 80GGC 

Donation to National Congress party by crossed cheque 

Eligible deduction under Chapter VI A 

 
 

 
30,000 

 
 

 
30,000 

2,38,500 

 
5.(B)  

1. Payment as life insurance premium to an 
insurer as defined in the Insurance Act, 1938. 

Amount aggregating to 
more than ` 50,000 in a 
financial year. 

2. A contract for sale or purchase of securities 
(other than shares) as defined in section 2(h) 
of the Securities Contracts (Regulation) Act, 
1956. 

Amount exceeding ` 1 
lakh per transaction 

3. Sale or purchase of any immovable property. Amount exceeding ` 10 
lakh or valued by stamp 
valuation authority 
referred to in section 50C 
at an amount exceeding ` 
10 lakh 

     
 
 
 
6.(A) Section 94(7) provides that where 

(a) any person buys or acquires any securities or unit within a period of three 
months prior to the record date and 

(b) such person sells or transfers – 

(1) such securities within a period of three months after such date, or 

(2) such unit within a period of nine months after such date and 

(c) the dividend or income on such securities or unit received or receivable by 
such person is exempted, 

then, the loss, if any, arising therefrom shall be ignored for the purposes of 
computing his income chargeable to tax. Such loss should not exceed the amount 
of dividend or income received or receivable on such securities or unit. 

 

6.(B) Computation of total income of Mr. Gupta for the A.Y.2018-19 
 

Particula
rs 

` ` 

Salaries   

Income from salaries 2,20,000  

Less: Loss from house property [See Note (i)] 2,00,000 20,000 

Profits and gains of business or profession   

Income from speculation business 30,000  

Less: Loss from cloth business set off [See Note 30,000 Nil 



(iv)] 

Capital gains   

Long-term capital gains from sale of urban land 2,50,000  

Less: Loss from cloth business set off [See Note 
(iv)] 

2,10,000 40,000 

Income from other sources   

Income from betting  35,000 

Gross Total Income  95,000 

Less: Deduction under section 80C (life 
insurance  premium paid) [See Note (vi)] 

 20,000 

Total income  75,000 

Losses to be carried forward: 

Particula
rs 

` 

(1) Loss from house property (` 2,50,000 - ` 2,00,000) 50,000 

(2) Loss from cloth business (` 2,40,000 - ` 30,000 - ` 
2,10,000) 

Nil 

(3) Loss from specified business covered by section 35AD 45,000 

Notes: 

(i) As per section 71(3A), loss from house property can be set-off against 
income under any other head to the extent of ` 2,00,000 only. As per 

section 71B, balance loss not set-off can be carried forward to the next 
year for set-off against income from house property of that year. 

(ii) Long-term capital gains from sale of listed shares in a recognized stock 
exchange on which STT is paid at the time of acquisition and sale is 

exempt under section 10(38). Loss from an exempt source cannot be 
set off against profits from a taxable source. Therefore, long-term capital 
loss on sale of listed shares on which STT is paid cannot be set-off 
against long-term capital gains from sale of urban land. Such loss 
cannot also be carried forward for set-off in the subsequent years. 



 

 

 

 

(iii) Loss from specified business covered by section 35AD can be set-off 
only against profits and gains of any other specified business. 
Therefore, such loss cannot be set off against any other income. The 
unabsorbed loss has to be carried forward for set- off against profits 
and gains of any specified business in the following year(s). 

(iv) Since inter-source set-off of losses is permissible as per section 70(1), 
loss from cloth business to the extent of ̀  30,000 can be set-off against 

income from speculation business. The remaining business loss 

cannot be set off against salary income due to restriction contained in 
section 71(2A). However, the remaining business loss of 
` 2,10,000 (` 2,40,000 – ` 30,000) can be set-off against long-term 
capital gains of 

` 2,50,000 from sale of urban land. Consequently, the taxable long-
term capital gains would be ` 40,000. 

(v) Loss from card games can neither be set off against any other income, 

nor can it be carried forward. 

(vi) For providing deduction under Chapter VI-A, gross total income has to 

be reduced by the amount of long-term capital gains and casual 
income. Therefore, the deduction under section 80C in respect of life 
insurance premium paid has to be restricted to 
` 20,000 [i.e., Gross Total Income of ` 1,05,000 – ` 40,000 (LTCG) – 

` 45,000 (Casual income)]. 

(vii) Income from betting is chargeable to tax at a flat rate of 30% under 
section 115BB  and no expenditure or allowance can be allowed as 

deduction from such income, nor can any loss be set-off against such 
income. 

7. Computation of capital gains in the hands of Mr. R for the A.Y. 2018-19 
 

Particular

s 

` 

1000 Original shares  

Sale proceeds (1000 × ` 300) 3,00,000 



 

Particular

s 

` 

Less : Indexed cost of acquisition [` 75,000 × 272/100] 2,04,000 

Long term capital gain (A) 96,000 

200 Right shares  

Sale proceeds (200 × ` 300) 60,000 

Less : Cost of acquisition [` 160 × 200] [Note 1] 32,000 

Short term capital gain (B) 28,000 

Sale of Right Entitlement  

Sale proceeds (200 × ` 30) 6,000 

Less : Cost of acquisition [Note 2] NIL 

Short term capital gain (C) 6,000 

Capital Gains (A+B+C) 1,30,000 

Note 1: Since the holding period of these shares is less than 24 months, they are short 

term capital assets and hence cost of acquisition will not be indexed. 

Note 2: The cost of the rights renounced in favour of another person for a consideration is 
taken to be nil. The consideration so received is taxed as short-term capital gains in full. 
The period of holding is taken from the date of the rights offer to the date of the 
renouncement. 

Computation of capital gains in the hands of Mr. Q for the A.Y. 2018-19 
 

Particulars ` 

200 shares  

Sale proceeds (200 × ` 280) 56,000 

Less: Cost of acquisition [200 shares × (` 30 + ` 160)] [See Note 
below] 

38,000 

Short term capital gain 18,000 

Note: The cost of the rights is the amount paid to Mr. R as well as the amount paid to the 
company. Since the holding period of these shares is less than 24 months, they are short 
term capital assets. 

 

 

 

 

 

 

 

 

 

 

 

 



8(a) 

 

8(b). 

 

 

 

 



9(a). 

 

 

9(b). 

 

10(a). 

(i) Central excise duty and Additional excise duties. 

(ii) Service Tax 

(iii) Excise duty under Medicinal and toilet preparation Act 

(iv) CVD and Special CVDs 

(v) Central Sales Tax 

(vi) Central surcharges and Cesses in so far as they relate to supply of goods/service. 

 

 

 

 

 

 

 



10(b).  

 

 

11(a). 

 

11(b). 

 

 

 

 

 



12(a). 

 

12(b). 

  


