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SUGGESTED ANSWERS TO QUESTIONS 

 

1.(a)               1X10=10 Marks 

(i) (A) 

(ii) (A) 

(iii) (C) 

(iv) (A) 

(v) (B) 

(vi) (D) 

(vii) (B) 

(viii) (A) 

(ix) (C) 

(x) (D) 

 

1.(b)                    1X5= 5 Marks 

(i) (E) 

(ii) (D) 

(iii) (A) 

(iv) (B) 

(v) (C) 

 

1.(c)                    1X5= 5 Marks 

(i) True. 

(ii) False. 

(iii) False. 

(iv) True. 

(v) False. 

 

1.(d)                    1X5= 5 Marks 

(i) Rs.5,00,000 

(ii) Rs.1,500 

(iii) 25% 

(iv) Rs.1,50,000 

(v) Rs.7,500 

 

 

Any five from Questions No. 2 to 8 

2. (a)                            2+2+4=8 Marks 

 

(i) His status is resident and ordinarily resident. 

(ii) His status would be non-resident. 

(iii) His status is resident but not ordinarily resident. 

 

2.(b)                   7 Marks 

Income from house property: 

House 1 – Rs. 70,000 

House 2 – Rs. 60,000 

House 3 – Rs. (1,000) 
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3 (a)                   7 Marks 

Gross Salary income Rs. 14,48,800 

Net salary income Rs. 13,98,800 
 

3.(b)                  8 Marks 

Deciding whether agricultural income or not 

(i) Salary from company engaged in rubber plantation is not agricultural income as the salary 

income does not have direct nexus to basic or subsequent operations involved in agriculture 

(ii) Royalty income from coal mines is not agricultural income as royalty is computed on the output 

of coal taken out of the mine. There is no specific effort in creating the mine. 

(iii) Income from poultry farming is not agricultural income as it has no component of basic or 

subsequent operations with regard to land or the plants /trees. 

(iv) Income by way of rent from land used for grazing of cattle is an agricultural income. As the land 

was specifically used for growing grass. 

(v) Income from nursery is income from agriculture as the activity involved is systematic 

performance for sowing seeds and growing saplings in a specified environment. 

(vi) Rent from farm house which is located in the midst of land is part and parcel of agricultural land 

and therefore it is agricultural income. 

(vii) Compensation received from insurance company for crops damaged by cyclone is in lieu of 

agricultural income and therefore it partakes the character of income from agriculture. 

(viii) Purchase of standing crops and profit on sale of crops so cut off from the plants is not agricultural 

income. 
 

 

4.(a)                   7 Marks 

Long term capital gain Rs. 10,79,545 
 

4.(b)                   8 Marks 
 

Deduction under Chapter VI-A 

(i) As per section 80EEA interest on moneys borrowed for acquisition of residential house by a 

resident taxpayer is eligible for extra deduction of Rs.1,50,000 in addition to Rs.2,00,000 

allowable under section 24.  

Borrower Rahul bought first residential house but the cost of the property is more than Rs.45 

lakhs.  Out of total interest of Rs.2,40,000 after claiming deduction of Rs.2,00,000 under section 

24 the balance of Rs.40,000 is not eligible for claiming deduction under section 80EEA.  

(ii) As per section 80EEB in the case of individual who has taken loan from financial institution for 

purchase of electric vehicle, interest on loan is eligible for deduction up to a maximum of 

Rs.1,50,000.  

In this case interest payable on the loan is Rs.1,70,000.  The assessee hence can avail deduction 

of Rs.1,50,000 under section 80EEB.  

(iii) Amount contributed to electoral fund Rs.5 lakhs is eligible for deduction under section 80GGB 

in the case of Indian companies.   

The amount of expenditure by way of advertisement in a brochure of a political party Rs.90,000 

is not eligible for deduction in view of section 37(2B).  

However, the said amount is eligible for deduction under section 80GGB. Thus, the both the 

payments are deductible under section 80GGB.  

(iv) As per section 80JJA profits and gains derived from the business of collecting and processing or 

treating of bio-degradable waste is eligible for deduction @100% for first 5 assessment years 

beginning with the assessment year in which the business commences.   
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Therefore, 100% of the income so included from the said activity in the gross total income 

Everest (P) Ltd is eligible for deduction.  

 

5.(a)                   7 Marks 

Computation of depreciation and additional depreciation for the A.Y.2022-23 

Particulars Depreciation Addl. Depreciation 

Plant & Machinery 3,75,000 80,000 

On Rs.8 lakhs @ 10% 

Plant & Machinery 75,000 1,00,000 

On Rs.10 lakhs @ 10% 

Furniture & Fittings  20,000 Nil  

Building  2,49,000 Nil  

 

 5.(b)                   8 Marks 

Total Income Rs. 14,84,000 (or) Rs. 13,85,000 

 

6.               15 Marks 

Computation of total income of Ashok for the Assessment Year 2022-23 

 Rs. 

Income from house property  1,89,000 

Income from Business 5,37,000 

Capital gains 37,000 

Income from Other Sources 1,300 

Gross Total Income 7,64,300 

Less: Deduction under Chapter VI-A 1,55,000 

Total Income 6,09,300 

 
 

7.(a)                  7 Marks 

Total Income Rs. 4,48,000 
 

 7.(b)                  8 Marks 

Computation of the quantum of tax deductible at source 

(i) The quantum of tax deductible at source on this income when opted section 115BAC by the 

employee is Rs.23,400. 

(ii) Tax is deductible at source @ 10% being Rs.6,000 as the amount exceeds Rs.5,000. 

(iii) As per section 194A tax is deductible at 10% being Rs.1,500. 

(iv) Payment of interest on housing loan to a bank is not liable for tax deduction at source.  This is 

irrespective of whether the payer of interest is engaged in business or not.   

(v) TDS @ 1% is deductible on Rs.37,000 as the contract value exceeded Rs.30,000.  The TDS 

amount being Rs.370. In respect of the balance amount of Rs.53,000 no tax is deductible at 

source.  

(vi) The amount of commission paid is less than Rs.15,000. Therefore, no tax is deductible at source.  

(vii) As the gross receipt from profession is less than Rs.50 lakhs no tax is deductible at source on 

payment of rent by Dr.Q even though it exceeds the monetary limit of Rs.2,40,000. 

(viii) As the purchase value of immovable property exceeds Rs.50 lakhs tax is deductible at source @ 

1% on the total amount of consideration being Rs.55,000. 
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Any Three of the following: 

8.(a)                 5X3= 15 Marks 

Clubbing of income of minor child  

In computing the total income of an individual, there shall be included all such income as arises or accrues 

to his minor child (except those which are earned through their personal skill, talent etc). Therefore, the 

income of a minor child is to be clubbed in the hands of either of his / her parents.   

Minor’s income shall be clubbed in the hands of that parent whose total income (excluding the income of 

the minor) is greater.  

If the marriage of his parents does not subsist, the minor’s income shall be clubbed in the hands of that 

parent who maintains the minor child in the previous year. 

Where any income is once included in the total income of either parent, any such income arising in any 

succeeding year shall not be included in the total income of the other parent unless the Assessing Officer 

is satisfied.  

However, for changing the clubbing of minor’s income with the other parent the Assessing Officer can do 

so only after giving an opportunity of being heard to the other parent.  
 

8.(b) 
 

Deemed owner under House Property  

1. Transfer to a spouse: If an Individual transfers any house property to his/her spouse for Inadequate 

consideration, such transferor is deemed to be the owner of the transferred House property. 

2. Transfer to Minor Child: If an Individual transfers any house property to minor child for inadequate 

consideration, transferor is deemed to be the owner of transferred house property. 

3. Holder of an Impartible estate: Holder of an Impartible estate (Impartible estate is a property which is 

not legally divisible) shall be deemed to be owner of all properties comprised in the estate. 

4. Member of a Co-operative Society, etc: Member of a co-operative society, company or other AOPs to 

whom a building or part thereof is allotted or leased under a House Building Scheme of a 

society/company/association, shall be deemed to be owner of that building or part thereof allotted to him 

although the co-operative society/company/association is the legal owner of that building. 

5. Person in possession of a property: A person who is allowed to take possession of any building or part 

thereof in part performance of a contract of the nature referred to in section 53A of the Transfer of 

Property Act shall be deemed owner of that house property. 

6. Person having right in a property by way of lease for 12 years or more: A person who acquires any 

building by way of lease for a period of 12 years or more shall be deemed to be the owner of that building 

or part thereof.     
 

8.(c) 

Capital gain on transfer of depreciable assets  

As per ‘block asset’ concept, group of assets falling within a class of assets for which same rate of 

depreciation is prescribed under the Act are grouped (section 2(11)). These assets are eligible for 

depreciation as per section 32.  

Block asset concept is applicable both for tangible and intangible assets. Only condition for inclusion in 

the block asset is that it should be a depreciable asset for which rate of depreciation is prescribed in the 

Income-tax Rules,1962. 

Where the entire block of depreciable assets are transferred and the block ceases to exist: If the net sale 

consideration is more than the opening WDV of the block of assets plus actual cost of assets falling within 

that block of assets acquired during the previous year, the resultant is taxable as short-term capital gain.  
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When depreciable assets are sold and the block continues to exist:  If the net sale consideration is more 

than the opening WDV of block of assets plus actual cost of assets falling within that block of assets 

acquired during the previous year, then also the surplus is taxed as short-term capital gain. However, the 

remaining assets of the block would continue to exist at ‘nil’ value.  

Where depreciable assets are sold and the block continues to exist: If the net sale consideration is less than 

the opening WDV of block of assets plus actual cost of assets falling within that block of assets acquired 

during the previous year, when the block continues to exist (with assets), the remaining WDV (after 

deduction of net sale consideration) would be eligible for depreciation.  

Where entire block of depreciable assets is transferred i.e. the block ceases to exist: If the value of net sale 

consideration is less than the opening WDV of block of assets plus actual cost of assets falling within the 

block of assets acquired during the previous year, the deficiency will be short-term capital loss.  

The sale consideration less expenditure incurred for realising the sale consideration being net sale 

consideration would be adopted for comparing the opening WDV + actual cost of asset falling within the 

block of assets during the previous year.  
 

8.(d) 
 

Best judgment assessment under section 144 

When an assessment is made by the Assessing Officer to the best of his judgment after considering all 

relevant materials which he has gathered, it shall be called as best judgment assessment or ex-parte 

assessment.  

The Assessing Officer cannot reduce the tax liability of the assessee by best judgment assessment under 

this section.   

Also, a refund cannot be granted in an order passed under section 144.  

It is not the discretionary power of the Assessing Officer to make an assessment under this section.  The 

Assessing Officer is under an obligation to make an order taking note of the materials available on record.  

If a person fails to make a return under section 139 or in response to notice under section 142(1) or fails to 

comply with the directions issued under section 142(2A), a best judgment assessment could be made.  

 

 

_______________________________ 


