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Instructions for Candidates

1.
2.

Attempt all questions. All questions carry equal marks.

Answers may be written either in English or in Hindi, but the same mediim should
be used throughout the paper.

Answers must be based upon the provisions of the Income-tax Act, 1961.

Apply the provisions applicable for the assessment year 2025-26 while giving the
answers to the questions.

a) MR. David, a Canadian tourist, comes to India for the first time on April 15, 2020.
He leaves India on September 20, 2022. Discuss his residential status for the assessment
year 2025-26. (8)
b) Define “Previous Year”. Under what circumstances is the income of a previous year
taxable in the previous year? (7
or
(a). What do you mean by “Person” as per section 2(31) of the Income Tax Act, 19617
How is the term “person” different from the term “assessee”? (®)
(b). Explain any seven exempted incomes under section 10 under the Income Tax Act.

8+7)

2. Mr. Rahul has been working with ABC Limited since 2020. He is entitled to the
following from his employer for the previous year 2024-25:

Particulars

Amount (Rs.)

Basic salary

20,000 p.m.

Dearness allowance (60% of which is part of retirement benefits) | 10,000 p.m.

Children's education allowance (for three children) 400 p.m. per child
Hostel expenditure allowance for three children 800 p.m. per child
House rent allowance ' 6,000 p.m.

(Rent paid for a house in Mumbai, Rs 10,000 p.m.)

Medical allowance 5,000 p.m.




(The entire amount was spent on his medical treatment)

Commission 1% of turnover 90,000

(Actual turnover Rs 90,00,000 per annum

He was also provided a 1800 cc motor car with driver w.e.f. 1.04.2024 to be used partly for
official and partly for private purposes. The expenses of running and maintaining the car were
met by Mr. Rahul himself. He was also given the facilities of a watchman, sweeper, and
gardener right from 1.4.2024, and the salary of each employee was Rs 2,200 p.m.

Compute his taxable income under the head ‘Salaries’ for the assessment year 2025-26,
assuming he has not opted for the optional taxation scheme under section 115BAC.  (15)

OR

Mr. Shyam (52 Years) is employed by ABC Chemical Ltd., Chennai. From the information
given below, find out the net income and tax liability of Mr. Shyam under the old tax regime
for the assessment year 2025-26:

Basic salary: Rs. 60,000 per month;

Commission on sales is 1% of the turnover of Rs. 10,00,000.

Dearness allowance: Rs. 6,000 per month (75% is part of the salary for retirement benefit).
Medical allowance: Rs. 2,000 per month

House rent allowance: Rs. 10,000 per month (Rent Paid by Mr. Shyam is Rs. 12,000 p.m.
Tiffin allowance: Rs. 6,000.

Mr. Shyam contributes Rs. 2,000 per month towards recognized provident fund.

Contribution by the employer is not more than 12% of the salary. Provident fund interest is
credited at the rate of 9.5% which comes to Rs. 75,000 for the previous year 2024-25.

Mr. Shyam pays a sum of Rs 50,000 as a life insurance premium of an insurance policy (sum
assured: Rs. 5,00,000) taken by his wife in May 2020 for his life. Mr. Shyam disclosed income
from other sources as Rs. 1,80,000. (15)

3. (a)
Mr. X is the owner of a residential house, whose construction was completed on
31.8.2015. It has been let out from 1.12.2016 for residential purposes. Its particulars for
the financial year 2024-25 are given below:
6] Municipal valuation Rs. 55,000.
(i)  Expected fair rent per annum Rs. 60,000.
(iii)  Standard rent under the Rent Control Act Rs. 6,000 p.m.
(iv)  Actual monthly rent Rs.6,000 p.m.
(v)  Municipal taxes (including Rs. 5,000 paid by tenant) paid Rs. 1,5000.
(vi)  Water/sewage benefit tax levied by the State Government but disputed in Court,
Rs. 6,000.
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(vii)  Fire Insurance payable Rs 800.

(viii) Interest on the loan taken for the construction of the house. The interest has been
paid outside India to a non-resident without deduction of tax at source, as the
non-resident agreed to pay income tax on such interest directly to the
Government. Rs.10,000.

(ix)  Legal charges for the recovery of rent Rs. 4,000.

(%) Stamp duty and registration charges incurred in respect of the lease agreement
of the house Rs. 2,000.

(xi)  The unrealised rent of the earlier years amounted to Rs. 10,000, but a deduction
claimed so far was only for Rs. 7,000. Now, there is a recovery of Rs. 8,000
from the defaulting tenants.

i

Compute his income from house property for the assessment year 2025-26. (10)

(b) What is meant by the annual value of the house property? How is it determined?
What deductions are allowed from the annual value in computing taxable income from
house property?

®)

OR
Write short note on the following: (5+5+5)

a) Unrealised Rent
b) Interest on Borrowed Capital u/s 24(b)
¢) Annual value

4. From the profit and loss account of R (47 Years), find the net income and tax liability of R
for the assessment year 2025-26:

Particulars Amount Particulars Amount
| (Rs.)
(Rs.)
General Expenses 6,700 | Gross Profit 7,07,750
Bad Debts 11,000 | Commission 4,300
Advance Tax 1,000 | Brokerage 18,000
‘ Insurance 300 | Bad Debt recovered (earlier 6,000
- allowed as a deduction)
Salary to Staff 13,000 | Interest on Debentures (i.e. 12,000
Net Amount Rs. 10,000 +
TDS: Rs. 2,000)




Salary to R 25,500 | Interest on deposit with the 7,000
company [non-trade] (i.e.
Net Interest Rs. 6,000 +
TDS: Rs 1,000)

Interest on Overdraft 2,000 Su,ndry Receipts 1,250
Interest on loan to Mrs. R 21,000
Interest on the capital of Mr. R 11,500
Depreciation 24,500
Advertisement Expenditure 3,000
Contribution to the employees' 6,500

Recognised Provident Fund

Net Profit 6,30,300

7,56,300 7,56,300

Other Information:

1.

The amount of depreciation allowable is Rs. 18,650 as per Income Tax Rules. It
includes depreciation on the permanent sign board.

Advertisement expenditure includes Rs. 1,500, being the cost of a permanent signboard
fixed on the office premises.

Income of Rs. 22,50, accrued during the previous year, is not recorded in the profit and
loss account.

X pays Rs. 3000 as a premium on their own LIC of Rs. 35,000.

General expenses include (a) Rs. 250 given to Mrs. X for arranging a party in honour
of a friend who has recently come from Canada, (b) Rs. 500, which is a contribution to
a political party.

A loan was taken from Mrs. X for payments of arrears of income tax.

OR
Mr. Ram acquired land from ABC Ltd., on 15/12/2008, for Rs. 8,00,000, which was

sold on 15.5.2024 for Rs. 24,50,000. The expenses of transfer were Rs.. 40,000. He
invests Rs. 3,00,000 in the bonds of Rural Electrification Corporation Ltd. on
16.10.2024.

(a) Compute the Capital Gain for the assessment year 2025-26.

(b) State the period for which the bonds should be held by the assessee. What will

be the consequences if such bonds are sold within the specified period?
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(c) What will be your answer if Mr. Ram had acquired shares of ABC Ltd. instead
of land from ABC Ltd.? (15)

5. Explain the following:

a) Set off and carry forward of house property, short-term capital loss, and long-term
capital loss.
b) Clubbing of income

c) The provisions of section 80D regarding medical insurance. (5+5+5)

Or

For the previous year 2024-25, Deepak(aged-55years), a resident individual, furnishes
the following information:
(d) Gross Salary Rs. 5,80,000 p.a.
(b) Income from house property Rs. 3,0,000 (computed) p. a.
(c) Income from other sources Rs. 1,50,000 p.a.
(d) long-term capital gain in respect of land, Rs. 4,00,000.
(e) Income from winning the lottery (gross) Rs. 1,00,000.
(f) Contribution in PPF Rs. 1,40,000.
(g) Payment of premium on own Mediclaim policy Rs. 1,05,000.
Determine the net income and tax liability of Mr. Deepak for the assessment year 2025-26
under the alternative tax regime under Section 115 BAC? (1%5)
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