
PAPER 4: TAXATION  

SECTION A: INCOME TAX LAW 

PART I: STATUTORY UPDATE 

The Income-tax law, as amended by the Finance Act, 2019 and the Finance (No. 2) Act, 2019, 

including significant notifications/circulars and legislative amendments made upto 30 th April, 

2020, are applicable for November, 2020 examination. The relevant assessment year for 

November, 2020 examination is A.Y.2020-21. The August 2019 edition of the Study Material is 

based on the provisions of Income-tax law as amended by the Finance Act, 2019 and Finance 

(No. 2) Act, 2019 and hence, the same is relevant for November 2020 examination.  

The significant notifications/circulars and legislative amendments made upto 30.04.2020 which 

are relevant for November, 2020 examination but not covered in the August 2019 edition of the 

Study Material, are given hereunder:   

Chapter 1: Basic Concepts 

The August, 2019 edition of the Study Material contains the CBDT Press Release dated 

24.8.2019, at Pg.4.362 of Module 2. According to this Press Release, the enhanced surcharge 

of 25% and 37% on Income-tax, as the case may be, applicable where the total income of 

Individuals/HUFs/AOPs/BoIs/Artificial Juridical Persons exceeds ` 2 crore and ` 5 crore, 

respectively, has been withdrawn on income-tax payable at special rates on short-term capital 

gain under section 111A and long-term capital gains under section 112A arising from the transfer 

of equity share in a company or unit of an equity-oriented fund/ business trust, which has been 

subject to securities transaction tax. 

Consequently, the manner of computation of surcharge on income-tax, in case of Individuals/ 

HUFs/AOPs/BoIs/Artificial Juridical Persons for A.Y.2020-21 would be as follows: 

  

Particulars 

Rate of 

surcharge 

on income-

tax 

Example 

Components of total 

income 

Applicable rate of 

surcharge 

(i) Where the total 

income (including 

income under 

section 111A and 

112A) > ` 50 lakhs 

but ≤ ` 1 crore 

10% • STCG u/s 111A  

` 30 lakhs; 

• LTCG u/s 112A  

` 25 lakhs; and 

• Other income ` 40 

lakhs 

Surcharge would be 

levied @ 10% on 

income-tax computed 

on total income of         

` 95 lakhs. 
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(ii) Where total income 

(including income 

under section 111A 

and 112A) exceeds  

` 1 crore but does 

not exceed ` 2 crore 

15% • STCG u/s 111A ` 60 

lakhs; 

• LTCG u/s 112A ` 65 

lakhs; and 

• Other income ` 50 

lakhs  

Surcharge would be 

levied@15% on 

income-tax computed 

on total income of        

` 1.75 crores.   

(iii) Where total income 

(excluding income 

under section 111A 

and 112A) exceeds 

` 2 crore but does 

not exceed ` 5 crore 

25% • STCG u/s 111A ` 54 

lakh; 

• LTCG u/s 112A ` 55 

lakh; and 

• Other income ` 3 

crores 

Surcharge would be 

levied @15% on 

income-tax on: 

• STCG of ` 54 

lakhs chargeable 

to tax u/s 111A; 

and 

• LTCG of ` 55 

lakhs chargeable 

to tax u/s 112A. 

Surcharge@25% 

would be leviable on 

income-tax computed 

on other income of       

` 3 crores included in 

total income 

The rate of 

surcharge on the 

income-tax payable 

on the portion of 

income chargeable 

to tax under section 

111A and 112A 

Not 

exceeding 

15% 

(iv) Where total income 

(excluding income 

under section 111A 

and 112A) exceeds  

` 5 crore 

37% • STCG u/s 111A ` 50 

lakhs; 

• LTCG u/s 112A ` 65 

lakhs; and 

• Other income ` 6 

crore  

Surcharge@15% 
would be levied on 
income-tax on: 

• STCG of ` 50 
lakhs chargeable 
to tax u/s 111A; 
and   

• LTCG of ` 65 
lakhs chargeable 
to tax u/s 112A. 

Surcharge@37% 
would be leviable on 
the income-tax 
computed on other 
income of ` 6 crores 
included in total 
income.  

Rate of surcharge on 

the income-tax 

payable on the 

portion of income 

chargeable to tax 

under section 111A 

and 112A 

Not 

exceeding 

15% 
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(v) Where total income 

(including income 

under section 111A 

and 112A) exceeds  

` 2 crore in cases 

not covered under 

(iii) and (iv) above 

15% • STCG u/s 111A ` 60 

lakhs; 

• LTCG u/s 112A ` 55 

lakhs; and 

• Other income ` 1.10 

crore 

Surcharge would be 

levied@15% on 

income-tax computed 

on total income of         

` 2.25 crore.  

 

Chapter 4 Unit 3: Profits and gains from Business and Profession  

Increased rate of depreciation in respect of motor vehicles acquired and put to use during 

the period from 23.8.2019 to 31.3.2020 [Notification 69/2019 dated 20.9.2019] 

  

Particulars 

Depreciation 
allowable as a % of 

WDV 

(i) Motor buses, motor lorries and motor taxis used in a 
business of running them on hire, acquired during the 
period from 23.8.2019 to 31.3.2020 and put to use on or 
before 31.3.2020 

Note – For motor buses, motor lorries and motor taxis used 
in a business of running them on hire, except those covered 
in (i) above, the rate of depreciation would continue to be 
30%. 

45% 

(ii) Motor cars other than those used in a business of running 
them on hire, acquired during the period from 23.8.2019 to 
31.3.2020 and put to use on or before 31.3.2020 

30% 

 Note – For motor cars, other than those used in a business 
of running them on hire, acquired or put to use on or after 
1.4.1990, except those covered in (ii) above, the rate of 
depreciation would continue to be 15% 

 

 

Chapter 4 Unit 4 : Capital Gains 

Notification of Cost Inflation Index for Financial Year 2019-20 [Notification No. 63/2019, 

dated 12.9.2019] 

Clause (v) of Explanation to section 48 defines "Cost Inflation Index", in relation to a previous 

year, to mean such Index as the Central Government may, by notification in the Official Gazette, 
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specify in this behalf, having regard to 75% of average rise in the Consumer Price Index (Urban) 

for the immediately preceding previous year to such previous year.  

Accordingly, the Central Government has, in exercise of the powers conferred by clause (v) of 

Explanation to section 48, specified the Cost Inflation Index for the financial year 2019-20 as 289. 

S.No. Financial Year Cost Inflation 
Index 

S.No. Financial 
Year 

Cost Inflation 
Index 

1 2001-02 100 11 2011-12 184 

2 2002-03 105 12 2012-13 200 

3 2003-04 109 13 2013-14 220 

4 2004-05 113 14 2014-15 240 

5 2005-06 117 15 2015-16  254 

6 2006-07 122 16 2016-17 264 

7 2007-08 129 17 2017-18 272 

8 2008-09 137 18 2018-19 280 

9 2009-10 148 19. 2019-20 289 

10 2010-11 167    

 

Chapter 4 Unit 5 : Income from Other Sources 

Notification of class of persons, receipt of immovable property from whom would not attract 

the provisions of section 56(2)(x) [Notification No. 96/2019 dated 11.11.2019] 

Section 56(2)(x) brings to tax under the head “Income from Other Sources”, any sum of money 

received without consideration, if the aggregate value exceeds ` 50,000 or value of immovable 

property being land or building or both, received without consideration, if the stamp duty value 

exceeds ` 50,000. It also brings to tax, in a case where immovable property is received for 

inadequate consideration, the difference between the stamp duty value and actual sale 

consideration, if the stamp duty value exceeds such consideration and such excess amount is more 

than higher of ` 50,000 and 5% of sale consideration.  

The proviso to section 56(2)(x), however, lists out the circumstances under which any sum of money 

or value of property would not be chargeable to tax under the head “Income from other sources”. 

The Finance (No.2) Act, 2019 has inserted clause (XI) to the proviso to provide that any sum of 

money or value of property would not be chargeable to tax in the hands of the recipient if it is received 

from such class of persons and subject to such conditions, as may be prescribed. 

Accordingly, the Central Government has, vide this notification, inserted Rule 11UAC to provide that 

the provisions of section 56(2)(x) shall not apply to any immovable property, being land or building 

or both, received by a resident of an unauthorised colony in the National Capital Territory of Delhi, 
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where the Central Government by notification in the Official Gazette, regularised the transactions of 

such immovable property based on the latest Power of Attorney, Agreement to Sale, Will, possession 

letter and other documents including documents evidencing payment of consideration for conferring 

or recognising right of ownership or transfer or mortgage in regard to such immovable property in 

favour of such resident. 

Meaning of the terms “Resident” and “Unauthorised colony”: 

Term Meaning 

Resident A person having physical possession of property on the basis of a registered 
sale deed or latest set of Power of Attorney, Agreement to Sale, Will, 
possession letter and other documents including documents evidencing 
payment of consideration in respect of a property in unauthorised colonies 
and includes their legal heirs but does not include tenant, licensee or 
permissive user; 

Unauthorised 
colony 

A colony or development comprising of a contiguous area, where no 
permission has been obtained for approval of layout plan or building plans 
and has been identified for regularisation of such colony in pursuance to the 
notification number S.O. 683(E), dated the 24 th March, 2008, of the Delhi 
Development Authority. 

Permissible “Other electronic modes” prescribed for the purpose of certain sections 
[Notification No. 8/2020, dated 29.01.2020] 

The following sections have been amended by the Finance (No.2) Act, 2019 to permit payment/ 

receipt referred to therein by other electronic modes to be prescribed, in addition to account 

payee cheque/bank draft and Electronic Clearing System (ECS) through bank account.  

Section Description of payment/receipt Study Material 
Page no. 

35AD(8) Mode of payment of an amount exceeding ` 10,000 in a 
day for capital expenditure in respect of specified 
business 

4.231 

40A(3)/(3A) Mode of payment or aggregate of payments exceeding 
` 10,000 in a day towards any expenditure (exceeding  
` 35,000 in a day, in case of payment to transport 
operator) 

4.277 

43(1) Mode of payment or aggregate of payments exceeding 
` 10,000 in a day to a person for acquisition of asset (for 
inclusion in actual cost for computing depreciation) 

4.201 
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44AD(1) Receipts, included in “turnover/gross receipts”, 
qualifying for computation of presumptive income  
@ concessional rate of 6% 

4.299 

43CA Mode of payment of part or whole of consideration for 
transfer of stock-in trade, being land or building or both, 
on or before the date of agreement for considering 
stamp duty value on the date of agreement for the 
purpose of determining full value of consideration for 
computing profits and gains from business or profession 

4.290 

50C Mode of payment of part or whole of consideration for 
transfer of capital asset, being land or building or both, 
on or before the date of agreement for considering 
stamp duty value on the date of agreement for the 
purpose of determining full value of consideration for 
computing capital gains 

4.420 

56(2)(x) Mode of receipt of part or whole of consideration for 
transfer of immovable property, being land or building or 
both, on or before the date of agreement for considering 
stamp duty value on the date of agreement for the 
purpose of computing income under the head “Income 
from other sources”. 

4.490 

80JJAA Mode of payment of emoluments to additional 
employees employed during the previous year to qualify 
for deduction 

7.56 

Accordingly, the CBDT has, vide this notification, inserted Rule 6ABBA to prescribe the following 

electronic modes through which payment can be made or money can be received, for the 

purposes of above sections cited in the above table -  

(a) Credit Card; 

(b) Debit Card; 

(c) Net Banking; 

(d) IMPS (Immediate Payment Service); 

(e) UPI (Unified Payment Interface); 

(f) RTGS (Real Time Gross Settlement); 

(g) NEFT (National Electronic Funds Transfer), and 

(h)  BHIM (Bharat Interface for Money) Aadhar Pay. 
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Note – Consequent to insertion of Rule 6ABBA, Rule 6DD which specifies the cases and 
circumstances where disallowance under section 40A(3) would not be attracted, has been 
amended w.e.f. 29.1.2020  to omit clause (j) thereof providing for exclusion of payment required 
to be made on a day on which the banks were closed either on account of holiday or strike from 
the purview of section 40A(3).  Accordingly, w.e.f. 29.1.2020, payment in excess of the 
prescribed limit made otherwise than by prescribed modes on a day on which the banks are 
closed on account of holiday or strike would attract disallowance under section 40A(3).   

 

Chapter 9: Advance Tax, Tax Deduction at Source and Introduction to Tax Collection at 
Source 

Tax deducted at source on cash withdrawals [Section 194N] 

The Finance (No. 2) Act, 2019 has inserted section 194N, with effect from 1.9.2019 to require 

every person, being a banking company, a co-operative society engaged in carrying on the 

business of banking or a post office who is responsible for paying, in cash, any sum or aggregate 

of sums exceeding ` 1 crore during the previous year to any person from one or more accounts 

maintained by such recipient-person with it, to deduct tax at source @2% of sum exceeding  

` 1 crore. The deduction is to be made at the time of payment of such sum. 

• Clarification as to the applicability of section 194N and manner of computing the 

threshold limit of ` 1 crore thereunder, where cash withdrawals have taken place 

prior to 1.9.2019 [Press Release dated 30.8.2019] 

The CBDT has, vide Press Release dated 30.8.2019, clarified that section 194N is to come 

into effect from 1st September, 2019. Hence, any cash withdrawal prior to 1 st September, 

2019 will not be subjected to the TDS under section 194N. However, since the threshold 

of ` 1 crore is with respect to the previous year 2019-20, calculation of amount of cash 

withdrawal for triggering deduction under section 194N shall be counted from 1 st April, 

2019. Hence, if a person has already withdrawn ` 1 crore or more in cash upto 31st August, 

2019 from one or more accounts maintained with a banking company or a cooperative 

bank or a post office, TDS@2% shall apply on all subsequent cash withdrawals.  

• No tax is required to be deducted at source under section 194N on cash withdrawals 

by persons or class of persons as notified by the Central Government [Notification 

No. 68/2019 dated 18.9.2019, Notification No. 70/2019 dated 20.09.2019 & Notification 

No. 80/2019, dated 15.10.2019]  

The proviso to section 194N provides that no tax is, however, required to be deducted at 

source on payments made to inter alia such other person or class of persons as notified, 

in consultation with the RBI, by the Central Government. 

Accordingly, the Central Government has, vide these notifications, after consultation with 

the Reserve Bank of India (RBI), specified –  
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I.  Cash Replenishment Agencies (CRA’s) and franchise agents of White Label 

Automated Teller Machine Operators (WLATMO’s) maintaining a separate bank 

account from which withdrawal is made only for the purposes of replenishing cash in 

the Automated Teller Machines (ATM’s) operated by such WLATMO’s and the 

WLATMO have furnished a certificate every month to the bank cert ifying that the bank 

account of the CRA’s and the franchise agents of the WLATMO’s have been 

examined and the amounts being withdrawn from their bank accounts has been 

reconciled with the amount of cash deposited in the ATM’s of the WLATMO’s.  

II.  Commission agent or trader, operating under Agriculture Produce Market 

Committee (APMC), and registered under any Law relating to Agriculture 

Produce Market of the concerned State, who has intimated to the banking company 

or co-operative society or post office his account number through which he wishes to 

withdraw cash in excess of ` 1 crore in the previous year along with his Permanent 

Account Number (PAN) and the details of the previous year and has certified to the 

banking company or co-operative society or post office that the withdrawal of cash 

from the account in excess of ` 1 crore during the previous year is for the purpose of 

making payments to the farmers on account of purchase of agriculture produce and 

the banking company or co-operative society or post office has ensured that the PAN 

quoted is correct and the commission agent or trader is registered with the APMC, 

and for this purpose necessary evidences have been collected and placed on record.  

 III.  (a) the authorised dealer and its franchise agent and sub-agent; and 

(b)  Full-Fledged Money Changer (FFMC) licensed by the RBI and its franchise 

agent;  

Such persons should maintain a separate bank account from which withdrawal is 

made only for the purposes of - 

(i)  purchase of foreign currency from foreign tourists or non-residents visiting India 

or from resident Indians on their return to India, in cash as per the directions or 

guidelines issued by RBI; or 

(ii) disbursement of inward remittances to the recipient beneficiaries in India in cash 

under Money Transfer Service Scheme (MTSS) of the RBI;  

The exemption from the requirement to deduct tax u/s 194N would be available only if 

a certificate is furnished by the authorised dealers and their franchise agent and sub -

agent, and the Full-Fledged Money Changers (FFMC) and their franchise agent to the 

bank that withdrawal is only for the purposes specified above and the directions or 

guidelines issued by the RBI have been adhered to. 

“Authorised dealer” means any person who is authorised by the RBI as an authorised 

dealer to deal in foreign exchange [Section 10(1) of the Foreign Exchange Management 

Act, 1999]. 
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• Information to be furnished where tax is not deductible or deductible at lower rate 

under section 194N [Notification No. 98/2019, dated 18.11.2019] 

The proviso to section 194N provides that no tax is, however, required to be deducted at 

source on any payment made to - 

(i) the Government 

(ii) any banking company or co-operative society engaged in carrying on the business 

of banking or a post-office 

(iii) any business correspondent of a banking company or co-operative society engaged 

in carrying on the business of banking, in accordance with the RBI guidelines.  

(iv) any white label ATM operator of a banking company or co-operative society engaged 

in carrying on the business of banking, in accordance with the authorisation issued 

by the RBI under the Payment and Settlement Systems Act, 2007.  

(v) such other person or class of persons notified by the Central Government in 

consultation with the RBI. 

Accordingly, the CBDT has, vide this notification, inserted clause (ix) in Rule 31A(4) to 

provide that the deductor, at the time of preparing statement of tax deducted at source, 

shall furnish the particulars of amount paid or credited on which tax was not deducted in 

view of the exemption provided in point no. (iii) or (iv) above or in view of the Notification 

No. 80/2019, dated 15.10.2019 issued under point (v) above.  

• Person to whom credit to be given for tax deduction at source and payment thereof 

under section 194N [Notification No. 74/2019, dated 27.9.19]  

Rule 37BA provides the manner of giving credit for tax deducted and remitted to the Central 

Government i.e., it specifies the person to whom credit for tax deducted is to be given and 

also the assessment year for which the credit may be given. 

Accordingly, the CBDT has, vide this notification, inserted sub-rule (3A) in Rule 37BA, to 

provide that, for the purposes of section 194N, credit for tax deducted at source shall be 

given to the person from whose account tax is deducted and paid to the Central 

Government account for the assessment year relevant to the previous year in which such 

tax deduction is made. 

Time limit, form and manner of depositing tax deducted at source under section 194M 
prescribed [Notification No. 98/2019, dated 18.11.2019] 

Section 194M, inserted with effect from 1.9.2019, provides for deduction of tax at source @5% 

by an individual or a HUF responsible for paying any sum during the financial year to any 

resident –  
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(i)    for carrying out any work (including supply of labour for carrying out any work) in pursuance 

of a contract; or 

(ii)  by way of commission (not being insurance commission referred to in section 194D) or 

brokerage; or 

(iii)  by way of fees for professional services. 

Only individuals and HUFs (other than those who are required to deduct income-tax as per the 

provisions of section 194C or 194H or 194J) are required to deduct tax in respect of the above 

sums payable during the financial year to a resident, if the aggregate of such sums, credited or 

paid, exceed ` 50 lakhs. 

Consequent to insertion of section 194M, the CBDT has, vide this notification, amended Rule 30, 31 

and 31A in the following manner to specify the time limit for depositing the tax deducted at source, 

challan-cum- statement, certificate for deduction of tax at source: 

Rule No. Provision 

Rule 30(2C) Time limit and prescribed form for remittance of TDS 

Any sum deducted under section 194M shall be paid to the credit of the 

Central Government within a period of thirty days from the end of the 

month in which the deduction is made and shall be accompanied by a 

challan-cum statement in Form No. 26QD. 

Rule 30(6C) Manner of remittance of TDS  

Where tax deducted is to be deposited accompanied by a challan-cum-

statement in Form No.26QD, the amount of tax so deducted shall be 

deposited to the credit of the Central Government by remitting it 

electronically within thirty days from the end of the month in which the 

deduction is made into the Reserve Bank of India or the State Bank of India 

or any authorised bank. 

Rule 31(3C) Certificate for deduction of tax at source and time limit for 

furnishing such certificate to the payee 

Every person responsible for deduction of tax under section 194M shall 

furnish the certificate of deduction of tax at source in Form No.16D to the 

payee within fifteen days from the due date for furnishing the challan-

cum-statement in Form No.26QD under rule 31A after generating and 

downloading the same from the web portal specified by the Principal 

Director General of Income-tax (Systems) or the Director General of 

Income-tax (Systems) or the person authorised by him. 
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Rule 31A(4C) Time limit and manner of submission of Challan-cum Statement 

Every person responsible for deduction of tax at source under section 

194M shall furnish to the Principal Director General of Income-tax 

(Systems) or Director General of Income-tax (System) or the person 

authorised by the Principal Director General of Income-tax (Systems) or 

the Director General of Income-tax (Systems) a challan-cum statement in 

Form No.26QD electronically in accordance with the procedures, formats 

and standards specified under Rule 31A(5) within thirty days from the 

end of the month in which the deduction is made. 

 

Chapter 10: Provisions for filing return of income and self-assessment 

Manner for allotment of PAN to a person who has not been allotted a PAN but possesses 

Aadhaar number [Notification No. 59/2019, dated 30.8.2019] 

The Finance (No.2) Act, 2019, has inserted sub-section (5E) to section 139A, w.e.f. 1.9.2019, 
to provide inter alia that every person who is required to furnish or intimate or quote his PAN 
and who has not been allotted a PAN but possesses the Aadhaar number, may furnish or 
intimate or quote his Aadhaar Number in lieu of the PAN and such person would be allotted a 
PAN in such manner as may be prescribed. 

Rule 114(4) requires submission of application for allotment of PAN by the applicant in the 
prescribed form accompanied by the prescribed documents as proof of identity, address and 
date of birth of such applicant.   

The CBDT has, vide this notification, inserted sub-rule (1A) to Rule 114 w.e.f. 1.9.2019 to 
provide that any person, who has not been allotted a PAN but possesses the Aadhaar number 
and has furnished or intimated or quoted his Aadhaar number in lieu of the PAN in accordance 
with section 139A(5E), shall be deemed to have applied for allotment of PAN and he shall not 
be required to apply or submit any documents under Rule 114. 

Further, sub-rule (1B) has also been inserted in Rule 114 to provide that any person, who has 
not been allotted a PAN but possesses the Aadhaar number may apply for allotment of the PAN 
under section 139A(1)/(1A)/(3) by intimating his Aadhaar number and he shall not be required 
to apply or submit any documents under Rule 114. 

Date for intimation of Aadhaar number to the prescribed authority extended [Notification 

No. 107/2019, dated 30.12.2019] 

As per section 139AA(2), every person who has been allotted Permanent Account Number (PAN) 
as on 1st July, 2017, and who is eligible to obtain Aadhaar Number, shall intimate his Aadhaar 
Number to prescribed authority on or before a date as may be notified by the Central Government. 

Accordingly, the Central Government has, vide Notification No.  31/2019, dated 31.03.2019, notified 
that every person who has been allotted PAN as on 1st July, 2017, and who is eligible to obtain 
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Aadhaar number, shall intimate his Aadhaar number to the Principal DGIT (Systems) or Principal 
Director of Income-tax (Systems) on or before 30th September, 2019. 

The Central Government has, vide Notification No. 75/2019, dated 28.9.2019 further extended the 
date from 30th September 2019 to 31st December 2019. 

This date has further been extended by the Central Government, vide this notification, from 31st 
December 2019 to 31st March 2020. 

Note – Subsequently, this date has been further extended to 31st March, 2021 . 

Notwithstanding the last date of intimating/linking of Aadhaar Number with PAN being 31.03.2021, 

it is clarified that w.e.f. 01.04.2019, it is mandatory to quote and link Aadhaar number while filing 

the return of income, either manually or electronically, unless specifically exempted. 

Note – (1) Extension of dates/due dates and other relaxations vide PIB Press Release  dated 
24.3.2020/Notification No. 35/2020 dated 24.6.2020 on account of COVID 19  pandemic are not 
applicable for November, 2020 examinations. Further, CBDT Circular No.11/2020 dated 
8.5.2020 providing relaxation of residency conditions for P.Y.2019-20 for individuals stranded 
in India due to COVID-19 lockdown is not applicable. 

(2) Direct Tax Vivad se Vishwas Act, 2020 and Rules, 2020 are not applicable for November, 
2020 examination. 

PART II: QUESTIONS AND ANSWERS 

OBJECTIVE TYPE QUESTIONS 

1. Mr. A (aged 52 years), is a CEO of XYZ Enterprise Limited. During the previous year  

2019-20, he earned salary of ` 1,65,00,000 and long-term capital gain on sale of listed 

equity shares amounting to ` 1,06,500. He earned interest of ` 4,82,778 on saving 

account.  

Further, he has provided the following other information for filing his return of income:  

He does not receive house rent allowance from his employer. Mr. A took a loan from State 

Bank of India on 27 th October 2017 for repairing his house (self-occupied) at Delhi and 

paid interest on such borrowings of ` 80,000 and ` 1,50,000 towards principal amount 

during the previous year 2019-20. 

Mr. A has made the following payments towards medical insurance premium for health 

policies taken for his family members: 

Medical premium for his brother: ` 13,500 (by cheque) 

Medical premium for his parents: ` 17,670 (by cheque) 

Medical premium for self and his wife: ` 21,000 (by cheque). 
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He also incurred ` 6,400 towards preventive health check-up of his wife in cash. He 

deposited ` 1,00,000 towards PPF. He also deposited ` 50,000 and 2,50,000 towards Tier 

I and Tier II NPS A/c, respectively. 

He has paid ` 5,30,000 as advance tax. His employer has deducted tax at source of  

` 51,89,000. He is of the opinion the balance amount of tax, if any he will pay on 27 July 

2020 (i.e. before the due date for filing of return of income). 

From the details given above, choose the most appropriate option to the questions given 

below: 

(i) Compute the amount of deduction available to Mr. A under Chapter VI -A for the 

assessment year 2020-21: 

(a)  ` 2,04,070 

(b)  ` 2,42,670 

(c)  ` 2,52,670 

(d)  ` 2,02,670 

(ii) Assuming Mr. A pays rent of ` 65,000 per month for his rented house at Mumbai to 

Mr. C, a resident individual, is Mr. A liable to deduct TDS on such rent. If so, what 

would be the rate and amount of TDS? 

(a)  Yes, Mr. A is liable to deduct TDS @5% amounting to ` 3,250 every month i.e., 

at the time of payment of such rent 

(b)  Yes, Mr. A is liable to deduct TDS @10% amounting to ` 6,500 every month i.e., 

at the time of payment of such rent  

(c) Yes, Mr. A is liable to deduct TDS @5% amounting to `  39,000 in the month of 

March 2020 

(d)  No, Mr. A is not liable to deduct TDS, since he is not required to get his books 

of accounts audited under section 44AB 

(iii) What would be the amount of net tax payable for the assessment year 2020-21 in the 

hands of Mr. A? 

(a) Tax payable of ` 78,230 

(b) Tax payable of ` 60,290 

(c) Tax payable of ` 49,530 

(d) Tax payable of ` 67,470 
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(iv) Compute the amount of interest chargeable under section 234B on account of short 

payment of advance tax: 

(a)  ` 1,980 

(b)  Nil 

(c) ` 3,130 

(d)  ` 2,410 

2. Ms. Chanchal, aged 45, provides the following data of her gross receipts for the financial 

year 2018-19 and 2019-20. She is engaged in agency business along with providing 

services as tarot card reader. 

F.Y. Receipts from 
business (`) 

Receipts from 
profession (` ) 

Total Gross 
Receipts (` ) 

2018-19 78,00,000 43,00,000 1,21,00,000 

2019-20 85,00,000 47,00,000 1,32,00,000 

During the F.Y. 2019-20, she paid an amount of ` 1,20,000 to a contractor for polishing 

her old furniture. She has taken services from renowned interior designers for her self-

occupied residential house property for which she paid ` 2,50,000. 

Further, on 28.05.2019 she sold one commercial property for ` 50,00,000. The value 

adopted for stamp duty was ` 52,00,000. It was purchased for ` 40,00,000 on 28.04.2017. 

(Cost Inflation Index for F.Y. 2019-20: 289, F.Y. 2017-18: 272). 

The brought forward long-term capital loss from unlisted shares of F.Y. 2018-19 is  

` 7,80,000. 

During the year, Ms. Chanchal incurred a loss of ` 70,00,000 while trading in the 

agricultural commodity derivatives (no CTT paid). 

From the details given above, choose the most appropriate option to the questions given 

below: 

(i) Is Ms. Chanchal liable to tax audit under the Income-tax Act, 1961 for the P.Y. 2019-

20? 

(a) Yes, as the total gross receipts exceeds `  1,00,00,000 

(b) No, as the gross receipts from business or profession are below the specified 

threshold limits. 

(c) Yes, as the gross receipts from business exceed ` 50,00,000 

(d) Yes, as the gross receipts from profession exceed ` 25,00,000 
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(ii) What is the total amount of tax to be deducted by Ms. Chanchal for P.Y. 2019-20? 

(a) ` 1,200 

(b) ` 26,200 

(c) Nil 

(d) ` 27,400 

(iii) What is the amount and nature of Capital gain chargeable to tax in the hands of  

Ms. Chanchal? 

(a) ` 10,00,000 and Short-term capital gain. 

(b) ` 12,00,000 and Short-term capital gain. 

(c) ` 7,50,000 and Long-term capital gain. 

(d) ` 9,50,000 and Long-term capital gain. 

(iv) What is the amount of losses which can be carried forward to A.Y. 2021-22, assuming 

that business income is ` 45,00,000 and income from profession is  

` 25,00,000 for the P.Y. 2019-20? 

(a) ` 7,80,000 under section 74  

(b) ` 70,00,000 under section 73 

(c) ` 30,000 under section 74  

(d) ` 30,000 under section 74 and ` 70,00,000 under section 73 

3. Mr. A, aged 45 years sold an agricultural land for `  52 lakhs on 04.10.2019 acquired at a 

cost of `  49.25 lakhs on 13.09.2018 situated at 7 kms from the jurisdiction of municipality 

having population of 4,00,000 and also sold another agricultural land for  

`  53 lakhs on 12.12.2019 acquired at a cost of `  46 lakhs on 15.02.2018 situated at 1.5 

kms from the jurisdiction of municipality having population of 12,000.  What would be the 

amount of capital gain chargeable to tax in the hands of Mr. A for the assessment year 

2020-21? Cost inflation index for F.Y. 2017-18: 272; 2018-19: 280; 2019-20:289. 

(a)  Short-term capital gain of ` 9.75 lakhs 

(b)  Short-term capital gain of ` 7 lakhs 

(c) Long-term capital gain of ` 4,12,500 

(d)  Long-term capital gain of ` 5,29,196 

4. Mr. Arjun holding 1000 shares of X Ltd acquired on 01.07.2018 for ` 600 per share, sold 

500 shares to Mr. Shaurya, on 01.05.2019 for ` 550 per share. X Ltd. declared dividend 

@ ` 65 per share on 20.07.2019, being the record date for declaration of dividend.  

Mr. Shaurya sold 300 equity shares at ` 475 per share on 28.09.2019 and the balance 200 
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equity shares at ` 450 per share on 28.10.2019. Apart from above mentioned information, 

Mr. Shaurya was having only long-term capital gains from sale of unlisted shares of  

` 50,000. Assuming that Mr. Shaurya has no other income, his total income for A.Y.  

2020-21 is – 

(a)  ` 7,500 

(b)  ` 27,000 

(c)  ` 50,000 

(d)  ` 30,000 

5. An amount of ` 40,000 was paid to Mr. X on 1.7.2019 towards fees for professional 

services without deduction of tax at source. Subsequently, another payment of ` 50,000 

was due to Mr. X on 28.2.2020, from which tax@10% (amounting to` 9,000) on the entire 

amount of ` 90,000 was deducted. However, this tax of ` 9,000 was deposited only on 

22.6.2020. The interest chargeable under section 201(1A) would be: 

(a) ` 1,080  

(b) `  860  

(c) `  1,620 

(d) `  840 

6. Mr. Nishant, a resident but not ordinarily resident for the previous year 2018-19 and 

resident and ordinarily resident for the previous year 2019-20 has received rent from 

property in Canada amounting to ` 1,00,000 during the P.Y.2018-19. He has deposited 

the same in a bank in Canada. During the financial year 2019-20, he remitted this amount 

to India through approved banking channels. Is such rent taxable in India, and if so, how 

much and in which year?  

(a)  Yes; ` 70,000 was taxable in India during the previous year 2018-19. 

(b) Yes; ` 1,00,000 was taxable in India during the previous year 2018-19. 

(c) Yes; ` 70,000 was taxable in India during the previous year 2019-20. 

(d)  No; such rent is not taxable in India either during the previous year 2018-19 or during 

the previous year 2019-20. 

7. Mr. Dinesh, a resident in India, has gross total income of ` 2,30,000 comprising of interest 

on saving A/c and rental income during the previous year 2019-20. He incurred expenditure 

of ` 2,00,000 for his son for a study tour to Europe. Whether he is required to file return of 

income for the assessment year 2020-21? If yes, what is the due date?  

(a)  Yes, 31st July of A.Y  
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(b) Yes, 30th September of A.Y  

(c) Yes, 31st October of A.Y  

(d)  No, he is not required to file return of income 

8.  Mr. Nihar maintains a Savings A/c and a Current A/c in Mera Bank Ltd. The details of 

withdrawals on various dates during the previous year 2019-20 are as follows: 

Date of Cash withdrawal Saving Account Current account 

05.04.2019 15,00,000 - 

10.05.2019 - 22,00,000 

25.06.2019 20,00,000 - 

17.07.2019 - 5,00,000 

28.10.2019 35,00,000 - 

10.11.2019 - 38,00,000 

12.12.2019 25,00,000 - 

Is Mera Bank Limited required to deduct tax at source on the withdrawals made by  

Mr. Nihar during the previous year 2019-20? If yes, what would the amount of tax deducted 

at source?  

(a) No, TDS is not required to be deducted as the aggregate cash withdrawal on or after 

1.9.2019 does not exceed ` 1 crore  

(b) No, TDS is not required to be deducted as the cash withdrawal does not exceed  

` 1 crore neither in saving account nor in current account 

(c) TDS of ` 60,000 is required to be deducted. 

(d) TDS of ` 1,20,000 is required to be deducted. 

DESCRIPTIVE QUESTIONS 

9.  You are required to determine the residential status of Mr. Dinesh, a citizen of India, for 

the previous year 2019-20.  

 Mr. Dinesh is a member of crew of a Singapore bound Indian ship, carrying passengers in 

the international waters, which left Kochi port in Kerala, on 16th August, 2019.  

 Following details are made available to you for the previous year 2019-20:  

Particulars Date 

Date entered into the Continuous Discharge Certificate in 
respect of joining the ship by Mr. Dinesh 

16th August, 2019 
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Date entered into the Continuous Discharge Certificate in 
respect of signing off the ship by Mr. Dinesh 

21st January, 2020 

 In June, 2019, he had gone out of India to Dubai on a private tour for a continuous period 

of 27 days.  

During the last four years preceding the previous year 2019-20, he was present in India 

for 425 days. During the last seven previous years preceding the previous year 2019 -20, 

he was present in India for 830 days. 

10.  Explain with brief reasons, whether the following income can be regarded as agricultural 

income, as per the provisions of the Income-tax Act, 1961: 

(i)  Rent received for letting out agricultural land for a movie shooting.  

(ii) Income from sale of seedlings in a nursery adjacent to the agricultural lands owned 

by an assessee. 

11. Mr. Neeraj, a salaried employee, furnishes the following details for the financial year  

2019-20:  

Particulars ` 

Basic salary  5,40,000  

Dearness allowance  3,60,000  

Commission  50,000  

Entertainment allowance  7,500  

Medical expenses reimbursed by the employer  21,000  

Profession tax (of this, 50% paid by employer)  4,000  

Health insurance premium paid by employer  9,000  

Gift voucher given by employer on his birthday  12,000  

Life insurance premium of Neeraj paid by employer  34,000 

Laptop provided for use at home. Actual cost of Laptop to employer  
Children of the assessee are also using the Laptop at home] 

30,000  

Employer company owns a Maruti Suzuki Swift car (Engine cubic capacity 
more than 1.6 litres), which was provided to the assessee, both for official 
and personal use. No driver was provided. All expenses are met by the 
employer 

 

Annual credit card fees paid by employer [Credit card is not exclusively 
used for official purposes; details of usage are not available]  

5,000  

You are required to compute the income chargeable under the head Salaries for the 

assessment year 2020-21. 
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12. Ms. Pihu has three houses, all of which are self-occupied. The particulars of these houses 

are given below: 

 (Value in `) 

Particulars House – I House – II House-III 

Municipal Valuation per annum 1,30,000 1,20,000 1,20,000 

Fair Rent per annum 1,10,000 1,85,000 1,45,000 

Standard rent per annum 1,00,000 1,90,000 1,30,000 

Date of completion 30-01-2005 31-07-2008 31.5.2011 

Municipal taxes payable during the year 
(paid for House II & III only) 

12% 9% 10% 

Interest on money borrowed for repair of 
property during current year 

- 75,000 - 

You are required to compute Pihu’s income from house property for the Assessment Year 

2020-21 and suggest which houses should be opted by Pihu to be assessed as self-

occupied so that her tax liability is minimum. 

13. Mr. Karan gifted a sum of ` 9 lakhs to his brother’s minor son on 1-5-2019. On  

the same date, his brother gifted debentures worth ` 10 lakhs to Mrs. Karan.  Son of  

Mr. Karan’s brother invested the amount in fixed deposit with Canara Bank @ 9% p.a. 

interest and Mrs. Karan received interest of ` 81,000 on these debentures during the 

previous year 2019-20. Discuss the tax implications under the provisions of the Income-

tax Act, 1961. 

14. Mr. Krishan, residing in Indore, provides the following information for the financial year  

2019-20: 

Particulars ` 

Income from textile business 4,60,000 

Income from speculation business  25,000 

Loss from gambling 12,000 

Loss on maintenance of race horse 15,000 

Current year depreciation of textile business not adjusted in the income given 
above. 

5,000 

Unabsorbed depreciation of assessment year 2018-19  10,000 

Speculation business loss of assessment year 2019-20 30,000 

 Compute the Gross Total Income of Mr. Krishan for the Assessment year 2020-21 and also 

state the losses eligible for carry forward and period upto which such losses can be carried 

forward.  
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15.  Mr. Suraj aged 50 years, a resident individual, engaged in a wholesale business of health 

products. He is also a partner in XYZ & Co., a partnership firm. The following details are 

made available for the year ended 31.3.2020: 

Sl. No. Particulars `  `  

(i) Interest on capital received from XYZ & Co., at 15% [in 
accordance with the partnership deed] 

 1,50,000 

(ii) Share of profit from the firm   35,000 

(iii) Salary as working partner (fully allowed in the hands of 
the firm) 

 1,00,000 

(iv) Interest from bank on fixed deposit (Net of TDS)  40,500 

(v) Interest on saving bank account  12,300 

(vi) Income-tax refund received relating to assessment 
year 2019-20 including interest of ` 2,300 

 34,500 

(vii) Net profit from wholesale business  5,60,000 

 Amounts debited include the following:   

 - Depreciation as per books  34,000  

 - Motor car expenses 40,000  

 - Municipal taxes for the shop 

(For two half years; payment for one half year made 
on 12.7.2020 and for the other on 31.12.2020) 

7,000  

 Salary to manager by way of a single cash payment  21,000  

(viii) The WDV of the assets (as on 1.4.2019) used in above 
wholesale business is as under: 

  

 - Computers 2,40,000  

 - Computer printer 1,50,000  

(ix) Motor car acquired on 31.12.2019 (20% used for 
personal use) 

6,80,000  

(x) He owned a house property in Mumbai which was sold 
in January, 2015. He received arrears of rent in 
respect of the said property in October, 2019. 

 1,15,000 

(x) LIP paid for independent son 60,000  

(xi) PPF of his wife 70,000  

(xii) Health insurance premium paid towards a policy 
covering her mother aged 75 by way of cheque. She 
is not dependant on him.  

 35,000  
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(xiii) Contribution toward Prime Minister National Relief 
Fund 

50,000  

 You are required to compute the total income of the Mr. Suraj for the assessment year 

2020-21 and the closing WDV of each block of assets.  

SUGGESTED ANSWERS 

OBJECTIVE TYPE QUESTIONS 

MCQ 
No. 

Sub-
part 

Most Appropriate 
Answer 

 MCQ 
No. 

Most Appropriate 
Answer 

1. (i) (d)  3. (b) 

 (ii) (c)  4. (b) 

 (iii) (c)  5. (b) 

 (iv) (b)  6. (d) 

2. (i) (b)  7. (d) 

 (ii) (c)  8. (d) 

 (iii) (c)    

 (iv) (c)    

 

DESCRIPTIVE QUESTIONS 

9. Determination of residential status of Mr. Dinesh for the P.Y. 2019-20 

 As per Explanation 1 to section 6(1), where an Indian citizen leaves India as a member of 

crew of an Indian ship, he will be resident in India only if he stayed in India for 182 days 

during the relevant previous year. 

 As per Explanation 2 to section 6(1)1, in case of an individual, being a citizen of India and 

a member of the crew of a foreign bound ship leaving India, the period or periods of stay 

in India shall, in respect of an eligible voyage, not include the period commencing from the 

date entered into the Continuous Discharge Certificate in respect of joining of ship by the 

said individual for the eligible voyage and ending on the date entered into the Continuous 

Discharge Certificate in respect of signing off by that individual from the ship in respect of 

such voyage. 

 Eligible voyage includes a voyage undertaken by an Indian ship engaged in the carriage 

of passengers in international traffic, originating from any port in India and having its 

destination at a port outside India. 

 
1 read with Rule 126 of Income-tax Rules, 1962 
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In this case, voyage is undertaken by a foreign bound Indian ship engaged in the carriage 

of passengers in international traffic, originating from a port in India (i.e., the Kochi port) 

and having its destination at a port outside India (i.e., the Singapore port). Hence, the 

voyage is an eligible voyage.  

Therefore, the period from 16th August, 2019 and ending on 21st January, 2020 has to be 

excluded for computing the period of stay of Mr. Dinesh in India. Accordingly, the period 

of 159 days [16+30+31+30+31+21] has to be excluded for computing the period of his stay 

in India during the P.Y.2019-20.  

 Further, since Mr. Dinesh had also gone out of India to Dubai on a private tour for a 

continuous period of 27 days in June, 2019, such period has also to be excluded for 

computing his period of stay in India during the P.Y.2019-20.  

 Consequently, the period of stay in India during the P.Y. 2019-20 would be 180 days [i.e., 

366 days – 159 days – 27 days], which is less than 182 days.  

 Thus, Mr. Dinesh would be a non-resident for A.Y. 2020-21. 

 Since the residential status of Mr. Dinesh is “non-resident” for A.Y. 2020-21 consequent to 

his number of days of stay in India in P.Y. 2019-20, being less than 182 days, his period 

of stay in India in the earlier previous years become irrelevant. 

10. (1) Rent received for letting out agricultural land for a movie shooting: 

As per section 2(1A), “agricultural income” means, inter alia,  

• any rent or revenue derived from land  

• which is situated in India and is used for agricultural purposes.  

 In the present case, rent is being derived from letting out of agricultural land for a 

movie shoot, which is not an agricultural purpose and hence, it does not constitute 

agricultural income.  

(2) Income from sale of seedlings in a nursery: 

As per Explanation 3 to section 2(1A), income derived from saplings or seedlings 

grown in a nursery is deemed to be agricultural income, whether or not the basic 

operations were carried out on land. 

Therefore, the amount received from sale of seedlings in a nursery adjacent to the 

agricultural lands owned by the assessee constitutes agricultural income.  

11.   Computation of income chargeable under the head “Salaries”  

    of Mr. Neeraj for A.Y.2020-21 

Particulars ` 

Basic Salary 5,40,000 
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Dearness allowance 3,60,000 

Commission 50,000 

Entertainment allowance 7,500 

Medical expenses reimbursed by the employer is fully taxable  21,000 

Professional tax paid by the employer is a taxable perquisite as per 
section 17(2)(iv), since it is an obligation of the employee which is paid 
by the employer 

2,000 

Health insurance premium of ` 9,000 paid by the employer is an exempt 
perquisite [Clause (iii) of proviso to section 17(2)] 

Nil 

Gift voucher given by employer on Mr. Neeraj birthday [entire amount is 
taxable since the perquisite value exceeds ` 5,000, as per Rule 3(7)(iv)]  

12,000  

Life insurance premium of Mr. Neeraj paid by employer is a taxable 
perquisite as per section 17(2)(v) 

34,000 

Laptop provided for use at home is an exempt perquisite as per Rule 
3(7)(vii) 

Nil 

Provision of motor car (engine cubic capacity more than 1.6 litres) owned 
by employer provided to employee, the perquisite value would be  
` 28,800 [` 2,400 ×12] as per Rule 3(2)  

 

28,800 

Annual credit card fees paid by employer is a taxable perquisite as per 
Rule 3(7)(v) since the credit card is not exclusively used for official 
purposes and details of usage are not available 

 

 

      5,000 

Gross Salary  10,60,300 

Less:  Deductions under section 16  

- Standard Deduction as per section 16(ia), lower of gross salary 
and ` 50,000 

50,000 

- Entertainment allowance (deduction not allowable since  
Mr. Neeraj is not a Government employee) 

Nil 

- Professional tax paid allowable as deduction as per section 
16(iii) 

       4,000        

   Income chargeable under the head “Salaries” 10,06,300 

Note: As per Rule 3(7)(iv), the value of any gift or voucher received by the employee or by 

member of his household on ceremonial occasions or otherwise from the employer shall 

be determined as the sum equal to the amount of such gift.  However, the value of any  gift 

or voucher received by the employee or by member of his household below ` 5,000 in 

aggregate during the previous year would be exempt as per the proviso to Rule 3(7)(iv). In 

this case, the gift voucher of ` 12,000 was received by Mr. Neeraj from his employer on 

the occasion of his birthday. Since the value of the gift voucher exceeds the limit of  
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` 5,000, the entire amount of ` 12,000 is liable to tax as perquisite. The above solution 

has been worked out accordingly. 

An alternate view possible is that only the sum in excess of ` 5,000 is taxable in view of the 

language of Circular No.15/2001 dated 12.12.2001, which states that such gifts upto ` 5,000 

in the aggregate per annum would be exempt, beyond which it would be taxed as a perquisite. 

As per this view, the value of perquisite would be ` 7,000. Accordingly, the gross salary and 

net salary would be 10,55,300 and 10,01,300, respectively. 

12. In this case, Pihu has more than two house properties for self-occupation. As per section 
23(4), Pihu can avail the benefit of self-occupation (i.e., benefit of “Nil” Annual Value) only 
in respect of any two of the house properties, at her option. The other house property would 
be treated as “deemed let-out” property, in respect of which the Expected rent would be 
the gross annual value. Pihu should, therefore, consider the most beneficial option while 
deciding which house properties should be treated by her as self-occupied. 

 OPTION 1 [House I & II – Self-occupied and House III- Deemed to be let out]  

If House I and II are opted to be self-occupied, Pihu’s income from house property for  

A.Y.2020-21 would be – 

Particulars Amount in ` 

House I  (Self-occupied) [Annual value is Nil] Nil 

House II (Self-occupied) [Annual value is Nil, but interest deduction 
would be available, subject to a maximum of ` 30,000.  In case of 
money borrowed for repair of self-occupied property, the interest 
deduction would be restricted to `30,000, irrespective of the date of 
borrowal].  

 

 

(30,000) 

House III (Deemed to be let-out) [See Working Note below] 82,600 

Income from house property 52,600 

OPTION 2 [House I & III – Self-occupied and House II- Deemed to be let out] 

If House I and III are opted to be self-occupied, Pihu’s income from house property for  

A.Y.2020-21 would be – 

Particulars Amount in `  

House I    (Self-occupied) [Annual value is Nil] Nil 

House II   (Deemed to be let-out) [See Working Note below] 46,940 

House III  (Self-occupied) [Annual value is Nil] Nil 

Income from house property 46,940 
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 OPTION 3 [House I – Deemed to be let out and House II & III – Self-occupied] 

If House II and III are opted to be self-occupied, Pihu’s income from house property for  

A.Y.2020-21 would be – 

Particulars Amount in ` 

House I (Deemed to be let-out) [See Working Note below] 70,000 

House II (Self-occupied) [Annual value is Nil, but interest deduction 
would be available, subject to a maximum of ` 30,000.  In case of 
money borrowed for repair of self-occupied property, the interest 
deduction would be restricted to `30,000, irrespective of the date of 
borrowal].  

 

 

(30,000) 

House III (Self-occupied) [Annual value is Nil] Nil 

Income from house property 40,000 

 

Since Option 3 is more beneficial, Pihu should opt to treat House – II & III as Self-
occupied and House I as Deemed to be let out, in which case, her income from house 
property would be ` 40,000 for the A.Y. 2020-21. 

 Working Note: 

Computation of income from House I, II and House III assuming that all are deemed 
to be let out 

Particulars Amount in Rupees  

 House I House II House III 

Gross Annual Value (GAV) 

Expected rent is the GAV of house property 

Expected rent= Higher of Municipal Value and 
Fair Rent but restricted to Standard Rent 

 

 

1,00,000 

 

 

1,85,000 

 

 

1,30,000 

Less: Municipal taxes (paid by the owner 
during the previous year) 

Nil 10,800 12,000 

Net Annual Value (NAV)  1,00,000 1,74,200 1,18,000 

Less: Deductions under section 24    

 (a)  30% of NAV 30,000 52,260 35,400 

 (b) Interest on borrowed capital 
(allowed in full in case of deemed 
let out property) 

 
- 

 
75,000 

 

- 

Income from deemed to be let-out house 
property  

70,000 46,940 82,600 
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13. In the given case, Mr. Karan gifted a sum of ` 9 lakhs to his brother’s minor son on 1.5.2019 

and simultaneously, his brother gifted debentures worth ` 10 lakhs to Mr. Karan’s wife on 

the same date. Mr. Karan’s brother’s minor son invested the gifted amount of ` 9 lakhs in 

fixed deposit with Canara Bank.  

 These transfers are in the nature of cross transfers. Accordingly, the income from the 

assets transferred would be assessed in the hands of the deemed trans feror because the 

transfers are so intimately connected to form part of a single transaction and each transfer 

constitutes consideration for the other by being mutual or otherwise.   

 If two transactions are inter-connected and are part of the same transaction in such a way 

that it can be said that the circuitous method was adopted as a device to evade tax, the 

implication of clubbing provisions would be attracted2.  

 As per section 64(1A), all income of a minor child is includible in the hands of the parent, 

whose total income, before including minor’s income is higher. Accordingly, the interest 

income arising to Mr. Karan’s brother’s son from fixed deposits would be included in the 

total income of Mr. Karan’s brother, assuming that Mr. Karan’s brother’s total income is 

higher than his wife’s total income, before including minor’s income. Mr. Karan’s brother 

can claim exemption of ` 1,500 under section 10(32). 

 Interest on debentures arising in the hands of Mrs. Karan would be taxable in the hands of 

Mr. Karan as per section 64(1)(iv). 

 This is because both Mr. Karan and his brother are the indirect transferors of the income to 

their spouse and minor son, respectively, with an intention to reduce their burden of taxation.  

 In the hands of Mr. Karan, interest received by his spouse on debentures of ` 9 lakhs alone 

would be included and not the entire interest income on the debentures of `10 lakhs, since 

the cross transfer is only to the extent of ` 9 lakhs.  

 Hence, only proportional interest (i.e., 9/10 th of interest on debentures received)  

` 72,900 would be includible in the hands of Mr. Karan. 

The provisions of section 56(2)(x) are not attracted in respect of sum of money transferred 

or value of debentures transferred, since in both the cases, the trans fer is from a relative.  

14. Computation of Gross Total Income of Mr. Krishan for A.Y. 2020-21 

Particulars ` ` 

Profits and gains of business or profession     

Income from Textile business 4,60,000  

Less: Current year depreciation allowable under section 
32(1) 

 

     5,000 

 

 4,55,000  

 
2 It was so held by the Apex Court in CIT vs. Keshavji Morarji (1967) 66 ITR 142. 
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Less: Unabsorbed depreciation brought forward from 
A.Y.2018-19 as per section 32(2)  

 

   10,000 

 

  4,45,000 

Income from speculation business   

Current year income from speculation business 25,000  

Less: Speculation business loss for A.Y. 2019-20 set-off as 
per the provisions of section 73(2) 

 

30,000 

 

Speculation business loss to be carried forward   (5,000)  

           Nil 

Gross Total Income   4,45,000 

Losses eligible for carry forward to A.Y.2021-22 

 Particulars ` 

(1) Loss from speculation business to be carried forward as per section 
73  

Loss from speculation business can be set off only against income 
from another speculation business. The remaining loss from 
speculation business can be carried forward for a maximum of four 
assessment years immediately succeeding the assessment year for 
which the loss was first computed. Thus, such loss can be carried 
forward upto A.Y.2023-24 

5,000 

(2) Loss on maintenance of race horses to be carried forward as per 
section 74A(3)   

Loss on maintenance of race horses can be set-off only against 
income from the activity of owning and maintaining race horses. Such 
loss can be carried forward for a maximum of four assessment years 
immediately succeeding the assessment year for which the loss was 
first computed. Thus, such loss can be carried forward upto A.Y.  
2024-25 

15,000 

(3) Loss from gambling can neither be set-off nor be carried forward.  

15.   Computation of total income of Mr. Suraj for the A.Y.2020-21 

Particulars `  `  

Income from house property   

Arrears of rent  

(taxable under section 25A even if Mr. Suraj is not the owner 
of the house property in the P.Y.2019-20) 

1,15,000  

Less: Deduction@30% 

 
   34,500 80,500 
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Income chargeable under this head   

Profits and gains of business or profession   

Income from wholesale business   

Net profit as per books 5,60,000  

Add: Amount debited to P & L A/c, not allowable as deduction   

-  Depreciation as per books 34,000  

-  Disallowance of municipal taxes paid for the second half -
year under section 43B, since the same was paid after the 
due date of filing of return (` 7,000/2) 

 
 

3,500 

 

- Disallowance under section 40A(3) in respect of salary 
paid in cash since the same exceeds ` 10,000  

 
21,000 

 

-  20% of car expenses for personal use      8,000  

 6,26,500  

Less: Depreciation allowable (Note 1) 2,37,600  

 3,88,900  

Income from firm   

Share of profit from the firm is exempt under 
section 10(2A) 

-   

Interest on capital from partnership firm (Note 2) 1,20,000   

Salary as working partner fully taxable  1,00,000 2,20,000 6,08,900 

Income from other sources   

Interest on bank fixed deposit (Gross) 45,000  

Interest on saving bank account 12,300  

Interest on income-tax refund   2,300   59,600 

Gross total income  7,49,000 

Less: Deduction under Chapter VIA (Note 3)  2,25,000 

Total Income  5,24,000 

Notes: 

(1) Depreciation allowable under the Income-tax Rules, 1962 

  Opening 
WDV 

Rate  Depre-
ciation 

Closing 
WDV 

Block 1 Computers  2,40,000 40%  96,000 1,44,000 

 Computer 
printer 

1,50,000 40%  60,000 90,000 
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Block 2 Motor Car [since 
acquired during 
the period 
23.8.2019 to 
31.3.2020, it is 
eligible for 
higher 
depreciation of 
30%] 

6,80,000 30% 

 

1,02,000  
[50% of 
30% is 

allowable, 
since it is 
put to use 

for less 
than 180 

days] 

81,600 5,98,400 

 Less: 20% disallowance for 
personal use 

 20,400   

   2,37,600 8,32,400 

(2) Only to the extent the interest is allowed as deduction in the hands of the firm, the 

same is includible as business income in the hands of the partner. Since interest is 

paid in accordance with partnership deed, maximum interest allowable as deduction 

in the hands of the firm is 12% p.a. Therefore, interest @12% p.a. amounting to  

` 1,20,000 would be treated as the business income of Mr. Suraj.  

(3) Deduction under Chapter VI-A 

Particulars `  `  

Under section 80C   

LIP for independent son 60,000  

PPF paid in wife’s name    70,000  

 1,30,000  

Since the maximum deduction under section 80C and 
80CCE is ` 1,50,000, the entire sum of ` 1,30,000 
would be allowed as deduction 

  
 

1,30,000 

Under section 80D   

Health insurance premium taken for mother is fully 
allowable as deduction, even though she is not 
dependant on him. Since she is senior citizen whole 
of amount is allowable as deduction as it is within 
overall limit of ` 50,000 

 35,000 

Under section 80G   

Contribution towards PM National Relief Fund eligible 
for 100% deduction without any qualifying limit  

 50,000 

Under section 80TTA   

Interest on saving bank account, restricted to      10,000 

Total deduction  2,25,000 
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SECTION B: INDIRECT TAXES 

QUESTIONS 

(1) All questions should be answered on the basis of the provisions of GST law as 

amended by the Finance (No. 2) Act, 2019, which have become effective till 

30.04.2020, and significant notifications and circulars issued upto 30.04.2020.  

(2) The GST rates for goods and services mentioned in various questions are 

hypothetical and may not necessarily be the actual rates leviable on those goods 

and services.  Further, GST compensation cess should be ignored in all the 

questions, wherever applicable. 

1. PTL Pvt. Ltd. is a retail store of merchandise located in 25 States and/or UTs in the 

country. For the purpose of clearance of stock of merchandise and to attract consumers, 

PTL Pvt. Ltd. launched scheme of “Buy One Get One Free” for the same type of 

merchandise, for instance, one shirt to be given free with purchase of one shirt. For 

saving cost, PTL Pvt. Ltd. directly purchases merchandise from the manufacturers.  

In the month of May, in order to save employee cost, PTL Pvt. Ltd. purchased a tempo 

traveller worth ` 12,00,000 with seating capacity of 25 persons (including driver) for 

transportation of its employees.  Further, for ensuring the well-being of its employees, 

PTL Pvt. Ltd. voluntarily obtained the health insurance cover of ` 2,00,000 for each 

employee in the same month.  The premium of ` 1,500 per employee has been paid by 

the company for 100 employees.  

In the month of July, Mr. Raghav, a customer of the company, filed a law suit in the 

Court, against the company for not supplying goods of the value of ` 1,00,000.  PTL Pvt 

Ltd. engaged Mr. Ram, an advocate, to represent it in Court for an agreed consideration 

of ` 25,000.  As per the terms of the contract, Mr. Ram issued an invoice on 5th July.  

However, consideration was not paid till February next year.  

Note - All the amounts given above are excluding taxes and all transactions are intra-

State transactions.  Rates of tax are CGST - 9% and SGST – 9%.  However, for tempo 

traveller, the rates of taxes are CGST - 14% and SGST – 14%.   

In relation to the above, answer the following questions: 

(i) With respect to “Buy One, Get One” offer, which of the following statements is true: 

(a) It will not be considered as supply at all since no consideration is involved in 

one of the items. 

(b) Supply of item for which consideration is charged is a supply under section 7 

of the CGST Act, 2017 while supply of the other item supplied free of cost is 

not a supply. 
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(c) These are two individual supplies where a single price is charged for the entire 

supply.  Since a single price is charged, the same will always be taxed as a 

mixed supply.  

(d) These are two individual supplies where a single price is charged for the entire 

supply.  Their taxability will depend upon as to whether the supply is a 

composite supply or a mixed supply.  

(ii) Eligible input tax credit for the month of May (i) on the purchase of tempo traveller 

and (ii) on health insurance premium paid (assuming that all other conditions, for 

availing input tax credit have been complied with) is:  

(a) (i) CGST - Nil, SGST - Nil and (ii) CGST - Nil, SGST - Nil 

(b) (i) CGST - ` 1,68,000, SGST - ` 1,68,000 and (ii) CGST - Nil, SGST - Nil 

(c) (i) CGST - Nil, SGST - Nil and (ii) CGST - ` 18,000, SGST - ` 18,000 

(d) (i) CGST - ` 1,68,000, SGST - `1,68,000 and (ii) CGST - ` 18,000, SGST -  

` 18,000 

(iii) Which of the following statements is true in respect of the services of advocate 

availed by the company? 

(a) CGST-` 2,250 and SGST- ` 2,250 on advocate services are payable by PTL 

Pvt Ltd.  ITC availed thereon is to be added to its output tax liability with 

interest as consideration along with tax is not paid within 180 days of the 

issuance of invoice.   

(b) CGST-` 2,250 and SGST- ` 2,250 on advocate services are payable by Mr. 

Ram.  ITC availed thereon is to be added to output tax liability of PTL Pvt Ltd. 

with interest as consideration along with tax is not paid within 180 days of the 

issuance of invoice. 

(c) CGST-` 2,250 and SGST- ` 2,250 on advocate services are payable by PTL 

Pvt. Ltd.  The condition of payment of consideration along with tax within 180 

days of the issuance of invoice does not apply in the given case. 

(d) CGST-` 2,250 and SGST- ` 2,250 on advocate services are payable by Mr. 

Ram.  The condition of payment of consideration along with tax within 180 

days of the issuance of invoice does not apply in the given case. 

2. Mr. Kumar started interior designing practice from the month of January.  His turnover up 

to the month of March was ` 12,50,000.  On 30th June, his turnover exceeded  

` 20,00,000 & reached to ` 20,05,000.  Mr. Kumar applied for GST registration (as 

regular taxpayer) on 15th July and registration was granted to him on 25 th July.   
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On 16th July, he entered into a contract for designing the flat of Mr. Shyam.  The service 

was completed on 22nd July and Mr. Kumar issued invoice on the same day for  

` 6,00,000.  On 5th July, Mr. Kumar purchased capital goods amounting to ` 4,50,000 

and from 25th July to 31st July, he availed services amounting to  

` 1,75,000 for the purpose of completing the service.  

On 1st August, Mr. Kumar got another contract for interior designing from Mr. Ram, which 

he accepted on 2nd August.  The service was completed on 6th August and invoice was 

issued on 7th August for ` 5,00,000.  Payment was received on 29th August.          

Note:  All values are excluding taxes, unless specifically mentioned.  Mr. Kumar makes 

only intra-State outward supplies and all purchases are also intra-State.  Rates of tax are 

CGST - 9% and SGST – 9%.  

In relation to the above, answer the following questions: 

(i) The effective date of registration for Mr. Kumar is- 

(a) 30th June  

(b) 15th July  

(c) 25th July  

(d) 16th July  

(ii) Mr. Shyam can issue a revised tax invoice till- 

(a) 23rd October  

(b) 8th September 

(c) 25th September   

(d)  25th August   

(iii) Eligible input tax credit available with Mr. Kumar for the month of July is-   

(a) CGST ` 40,500 & SGST ` 40,500 

(b) CGST ` 15,750 & SGST ` 15,750 

(c) CGST ` 56,250 & SGST ` 56,250 

(d) CGST ` 36,000 & SGST ` 36,000 

(iv) The time of supply of services provided by Mr. Kumar to Mr. Ram is- 

(a) 7th August  

(b) 1st August  

(c) 29th August  
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(d) 06th August  

(v) If instead of opting for regular scheme, Mr. Kumar opts to pay tax under section 

10(2A) of the CGST Act, 2017, the tax liability for the month of July will be- 

(a) Nil 

(b) CGST ` 54,000 & SGST ` 54,000 

(c) CGST ` 18,000 & SGST ` 18,000 

(d) CGST ` 78,150 & SGST ` 78,150 

3. During the month of May, Z Ltd. sold goods to Y Ltd. for ` 2,55,000 and charged GST @ 

18%.  However, owing to some defect in the goods, Y Ltd. returned the goods by issuing 

debit note of ` 40,000 in the same month.  Z Ltd. records the return of goods by issuing a 

credit note of ` 40,000 plus GST in the same month.  In this situation, GST liability of  

Z Ltd. for the month of May will be- 

(a)  ` 45,900 

(b) ` 38,700 

(c) ` 53,100 

(d) ` 40,000 

4. C & Co., a registered supplier in Delhi, opted for composition levy under sub-sections (1) 

and (2) of section 10 of the CGST Act, 2017.  It sold goods in the fourth quarter of a 

financial year for ` 15,00,000 (exclusive of GST).  The applicable GST rate on these 

goods is 12%.  C & Co. purchased goods from Ramesh & Co., registered in Delhi, for  

` 9,55,000 on which Ramesh & Co. had charged CGST of ` 57,300 and SGST of  

` 57,300.  C & Co. had also purchased goods from E & Co., registered in Haryana, for  

` 2,46,000 on which E & Co. had charged IGST of ` 29,520.  GST liability of C & Co. for 

the fourth quarter of the financial year is-  

(a) CGST ` 7,500 & SGST ` 7,500 

(b) CGST ` 3,180 & SGST ` 32,700 

(c) CGST ` 32,700 & SGST ` 3,180 

(d) Nil 

5. Mr. Raghu avails services of Mr. Raja, a Chartered Accountant, as under- 

(i) Audit of financial accounts      ` 55,000 

(ii) Tax audit and annual filing       ` 10,000 

(iii) Income-tax return filing of Mr. Raghu ’s wife     ` 5,000 
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All the above amounts are exclusive of taxes and the applicable rate of GST on these 

services is 18%.  

The accountant of Mr. Raghu has booked the entire expenses of ` 70,000 plus GST in 

the books of account.  Mr. Raghu is eligible to take input tax credit of -  

(a) ` 13,500 

(b) ` 11,700 

(c) ` 9,900 

(d) ` 1,800 

6. TT Pvt. Ltd., registered in Rajasthan, furnished following information for the month of 

June: 

(i) Inter-State sale of goods for ` 1,25,000 to JJ Enterprises registered in Haryana  

(ii) Inter-State purchases of goods from XYZ company, registered in Punjab, for  

` 40,000  

(iii) Intra-State purchases of goods from RR Traders, registered in Rajasthan, for  

` 65,000  

The applicable rate of GST is 18%.  All the above amounts are exclusive of taxes .  GST 

liability payable in cash is- 

(a) CGST ` 1,800 & SGST ` 1,800 

(b) SGST ` 3,600 

(c) IGST ` 3,600  

(d) CGST ` 3,600 

7. Pradeep Traders, registered in Haryana, sold goods for ` 2,05,000 to Balram Pvt. Ltd. 

registered in Uttar Pradesh (GST is leviable @ 5% on said goods).  As per the terms of 

sales contract, Pradeep Traders has to deliver the goods at the factory of Balram Pvt. 

Ltd.  For this purpose, Pradeep Traders has charged freight of ` 2,400 from Balram Pvt. 

Ltd.  GST is leviable @ 12% on freight.  What would be the net GST liability to be paid in 

cash in this case assuming that the amounts given herein are exclusive of GST? 

(a) IGST-` 37,332 

(b) IGST-` 10,370 

(c) CGST-` 18,666 and SGST-` 18,666 

(d) CGST-` 5,185 and SGST-` 5,185 
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8. Prem & Sons had taken GST registration on 1st January but failed to furnish GST returns 

for the next 6 months.  Owing to this, the proper officer cancelled its registration on 25th 

July and served the order for cancellation of registration on 31 st July.  Now, Prem & Sons 

wants to revoke the cancellation of registration.  Prem & Sons can file an application for 

revocation of cancellation of registration on or before. 

(a) 30th August 

(b) 29th August 

(c) 29th September 

(d) 29th October 

9. XX, registered in Delhi, purchased books from PC Traders, registered in Uttar Pradesh.  

Books are exempt from GST.  XX arranged the transport of these books from a goods 

transport agency (GTA) which charged a freight of ` 9,000 for the same.  GST is payable 

@ 5% on such GTA services.  Which of the following statement is correct in the given 

context:  

(a) GST of ` 450 is payable by XX on revere charge basis.   

(b) Supply of goods and supply of GTA service is a composite supply wherein supply of 

goods is the principal supply and since principal supply is an exempt supply, no tax 

is payable on freight.  

(c) Since exempt goods are being transported, service provided by GTA for 

transporting the same is also exempt.   

(d) GST of ` 450 is payable by the GTA.  

10. Kalim & Associates made an application for cancellation of GST registration in the month 

of March due to closure of its business.  Its application for cancellation of GST 

registration was approved on 14th September.  In the given case, Kalim & Associates is: 

(a) required to file Final Return on or before 13 th December  

(b) not required to file Final Return 

(c) required to file Final Return on or before 30th September  

(d) required to file Final Return on or before 14 th December  

11. (a) Babla & Bros. is exclusively engaged in making exempt supply of goods and is thus, 

not registered under GST.  On 1st October, the exemption available on its goods 

gets withdrawn.  On that day, the turnover of Babla & Bros. was ` 50 lakh.  Examine 

the eligibility of Babla & Bros. for availing ITC, if any.   

(b) Mamta Sales trades in exempt goods and provides taxable services.  It is registered 

under GST.  On 1st October, the exemption available on its goods gets withdrawn.  
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Analyze the scenario and determine the eligibility of Mamta Sales for availing ITC, if 

any, on inputs and/or capital goods used in the supply of exempt goods.     

12. Suhasini is a registered software consultant.  On account of her ill health, she could not 

provide any services during the month of October.  However, she had to incur all the 

expenses relating to her office.  She paid ` 75,000 to various vendors.  Total GST 

involved on the goods and services procured by her is ` 13,500.  Out of the total bills 

paid by her, one bill for ` 15,000 relates to security services availed for security of her 

office, tax on which is payable under reverse charge.  GST involved in such bill is  

` 2,700.   

 Suhasini is of the opinion that for the month of October, no GST is payable from 

electronic cash ledger as she has sufficient balance of ITC for payment of GST under 

reverse charge on security services.    

 Do you think Suhasini is right? Explain with reasons.  

13. ‘XY’ of Kolkata is engaged in supply of various goods and services.  It pays GST under 
regular scheme.  The following information is provided by it for the month of July: 

Payments  Amount 

(`) 
Receipts  Amount 

(`) 

Inter-State purchases of 
office stationery  

1,40,000 Inter-State supply of office 
stationery 

2,00,000 

Repairing of lorry used to 
transport goods from 
warehouse to clients’ 
location [Intra-State supply] 

1,00,000 Intra-State supply of 500 
combi packs containing one 
calculator and one diary   

4,00,000 

  Intra-State supply of services 
of business correspondent to 
Shubhvidhi Bank with 
respect to accounts in its 
urban area branch   

1,00,000 

The following additional information is provided by ‘XY’ in relation to the above receipts 

and payments: 

(i) 10% of the inter-State supply of office stationery are made to unregistered persons.   

(ii) Each combi pack (containing a calculator and a diary) is priced at ` 800.  The 

calculator and the diary are individually priced at ` 700 and ` 200 respectively.   

(iii) An invoice of ` 40,000 towards purchase of office stationery is missing and no other 

tax paying document is available in respect of such goods.   

(iv) All the figures mentioned above are exclusive of taxes, wherever applicable.  
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(v) Rates of CGST, SGST and IGST for all services, office stationery and calculator are 

9%, 9% and 18% respectively.  Rates of CGST, SGST and IGST for diary are 14%, 

14% and 28% respectively.   

(vi) Subject to the information given above, all the necessary conditions for availing 

input tax credit have been fulfilled.  

Details of opening balances of input tax credit as on 1st July is given hereunder:     

Tax Amount (`) 

CGST 5,000 

SGST 5,000 

IGST 80,000 

Compute the minimum net GST [CGST, SGST or IGST, as the case may be] payable in 

cash by ‘XY’ for the month of July. 

14. Mutiservices Private Ltd., registered in Punjab, is engaged in supplying a variety of 

services.  Its turnover was ` 35 lakh in the preceding financial year.  It has provided the 

following information for the month of April:  

Particulars Amount  

(`) 

Fee for the coaching provided to students for competitive exams. 

The coaching centre is run by Mutiservices Private Ltd. in 

Punjab (Intra-State transaction) 

6,24,000 

Receipts for services provided in relation to conduct of 

examination in Pureit University, Delhi (providing education 

recognized by Indian law), being an inter-State transaction  

19,200 

Amount received for transportation of students and faculty from 

their residence to Lotus Public School - a higher secondary 

school – and back (Intra-State transaction) 

24,000 

Amount received for providing the security and housekeeping 

services in Dhaani Public School – a pre-school (Intra-State 

transaction) 

36,000 

Note: Rates of CGST, SGST and IGST are 9%, 9% and 18% respectively.  All the 

amounts given above are exclusive of taxes.  

Compute the total GST liability of Multiservices Private Ltd. for the month of April . 
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15. The due date for payment of tax by a person paying tax under section 10 of the CGST 

Act, 2017, i.e. a composition supplier is aligned with the due date of return to be filed by 

the said person.  Discuss the correctness or otherwise of the statement.  

SUGGESTED ANSWERS 

1. (i) (d) 

 (ii) (b) 

 (iii) (c) 

2. (i) (a) 

 (ii) (d) 

 (iii) (c) 

 (iv) (a) 

 (v) (c) 

3. (b) 

4. (a) 

5. (b) 

6. (c) 

7. (b) 

8. (a) 

9. (a) 

10. (d) 

11. (a) Since the exemption available on goods being supplied by Babla & Bros. is 

withdrawn, it becomes liable to registration as its turnover has crossed the threshold 

limit (for registration) on the day when the exemption is withdrawn.   

Assuming that Babla & Bros. applies for registration within 30 days of 1st October 

and it obtains such registration, it will be entitled to take credit of input tax in respect 

of inputs held in stock and inputs contained in semi-finished or finished goods held 

in stock on the day immediately preceding the date from which it becomes liable to 

pay tax, i.e. 30th September [Section 18(1)(a) of the CGST Act, 2017].  Input tax 

paid on capital goods will not be available as input tax credit in this case.   

(b) If the exempt supply made by a registered person becomes a taxable supply, 

provisions of section 18(1)(d) of the CGST Act, 2017 become applicable.  In the 
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given case, since Mamta Sales is a registered person, section 18(1)(d) will be 

applicable.   

As per section 18(1)(d), Mamta Sales will be entitled to take credit of input tax in 

respect of inputs held in stock and inputs contained in semi-finished or finished 

goods held in stock relatable to such exempt supply and on capital goods 

exclusively used for such exempt supply on the day immediately preceding the date 

from which such supply becomes taxable, i.e. 30th September.  Input tax credit on 

capital goods will be reduced by 5% per quarter or part thereof from the date of 

invoice. 

12. The amount available in the electronic credit ledger, i.e. input tax credit may be used for 

making any payment towards output tax.  Output tax, in relation to a taxable person, 

means the tax chargeable on taxable supply of goods or services or both made by him or 

by his agent but excludes tax payable by him on reverse charge basis . 

Therefore, input tax credit cannot be used to pay the tax liability under reverse charge.  

The same is always required to be paid through electronic cash ledger  and not electronic 

credit ledger.  Thus, Suhasini is wrong and she should pay GST of ` 2,700 on security 

service through electronic cash ledger. 

13. Computation of minimum net GST payable in cash by ‘XY’ for the month of July  

Particulars Value (`) CGST (`) SGST (`) IGST (`) 

Total tax liability      

Inter-State supply of stationery [Note 1]  2,00,000   36,000 

Intra-State supply of 500 combi packs 
of calculators and diaries [Note-2] 

4,00,000 

(500 x 
800) 

56,000 

(4,00,000 
x 14%) 

56,000 

(4,00,000 
x 14%) 

 

Intra-State supply of services of 
business correspondent to a Shubhvidhi 
Bank with respect to accounts in its 
urban area branch [Note-3] 

1,00,000 9,000 

(1,00,000 
x 9%) 

9,000 

(1,00,000 
x 9%) 

 

Total tax liability   65,000 65,000 36,000 

Input tax credit (ITC)     

Brought forward ITC  5,000 5,000 80,000 

Inter-State purchase of office stationery 
[Note-4] 

1,00,000   18,000 

Intra-State repairing of lorry used for 
transportation of goods [Note-5] 

1,00,000 9,000 9,000  

Total ITC   14,000 14,000 98,000 
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Minimum net GST payable in cash     

Total tax liability   65,000 65,000 36,000 

IGST credit being set off against IGST 
liability 

   (36,000) 

IGST credit being used to pay CGST 
and SGST liability in any order and in 
any proportion 

 (11,000) (51,000)  

CGST and SGST credit being used to 
pay CGST and SGST liability 
respectively 

 (14,000) 

CGST 

(14,000) 

SGST 

 

Minimum net GST payable in cash   40,000 Nil Nil 

Notes:- 

1. Taxable supplies made by a registered person are liable to tax irrespective of 

whether they are made to a registered person or to an unregistered person.   

2. Supply of calculator and diary as a combi pack with a single price of ` 800 is a 

mixed supply.  Being a mixed supply comprising of two supplies, it shall be treated 

as supply of that particular supply which attracts highest rate of tax.   

3. Services provided by a business facilitator/ business correspondent to a banking 

company only with respect to accounts in its rural area branch are exempt and not 

with respect to accounts in its urban area branch .   

4. ITC can be taken only on the basis of a valid tax paying document.  Thus, ITC will 

not be available on goods for which the invoice is missing. 

5. ITC on motor vehicles used for transportation of goods is allowed.  Further, ITC is 

allowed on repair and maintenance services relating to motor vehicles, ITC on 

which is allowed. 

Note: IGST credit, after being set off against IGST liability, can be utilised against CGST 

and SGST liability in any order and in any proportion.  Thus, there cannot be one answer 

for the minimum net CGST and SGST payable in cash as the amount of CGST and SGST 

liabilities are the same as also the amount of ITC for CGST and SGST is also the same.     

14. Computation of net GST liability of Multiservices Private Ltd. for the month of  

April:   

Particulars  Value of 
supply 

(`) 

CGST 
@ 9% 

(`) 

SGST  
@ 9% 

(`) 

IGST  
@ 18%  

(`) 

Fee for the coaching provided to 6,24,000 56,160 56,160  
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students for competitive exams 
[Note-1] 

Services towards conduct of 
examination in Pureit University, 
Delhi [Note-2] 

19,200   - 

Services of transportation of 
students and faculty from their 
residence to Lotus Public School 
and back [Note-3] 

24,000   - 

Security and housekeeping 
services in Dhaani Public School 
[Note-4] 

36,000 - -  

Total GST liability   56,160 56,160  

Notes:- 

1. Coaching centre run by Mutiservices Private Ltd. is not an educational institution 

since competitive exam coaching does not lead to grant of a qualification 

recognized by law. Therefore, fee received for coaching provided at such coaching 

centre is taxable.  

2. Since Pureit University provides qualification recognized by law, it is an educational 

institution and services provided to an educational institution, in relation to conduct 

of examination by such institution are exempt from GST. 

3. Since Lotus Public School provides education up to higher secondary school, it is 

an educational institution and services of transportation of students, faculty and staff 

provided to an educational institution are exempt.  

4. Since Dhaani Public School provides pre-school education, it is an educational 

institution.  Security and housekeeping services provided within the premises of an 

educational institution are exempt.   

15. The statement is not correct.  Every registered person paying tax under section 10, i.e. a 

composition supplier, is required to file a return annually in Form GSTR-4.  Form GSTR-4 

for a financial year should be furnished by 30 th April of the succeeding financial year.  

However, a composition supplier is required to pay his tax on a quarterly basis. A 

quarterly statement for payment of self-assessed tax in GST CMP-08 is required to be 

furnished by 18th day of the month succeeding such quarter. 

Therefore, while the return is to be furnished annually, payment of tax needs to be made 

on a quarterly basis, by a composition supplier. 
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