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Basic Concepts [S. 1-4) 17

27.A person by whom any tax, interest, penalty atc, is du@ i§ known as -
(a) a defaulter (b) a resident
(¢) a citizen (d) an assesse6
28. The rates of income tax are laid down by
(a) the Income tax Act
(b) the Income tax Rules
(c) the Finance Act, 1994
(d) the Finance Act passed by the parliament every year
29. The rates of income tax are laid down
(a) for each calendar year (b) for each assessment year
(c) for each previous year (d) for each head of income
30. Total income
(a) of one c?alendar year is charged to tax in the succeeding year
(b) of one financial year is charged to tax in the succeeding calendar year
(c) of one financial year is charged to tax in the succeeding financial year
(d) of one financial year is charged to tax in the preceding financial year

142 FILL IN THE BLANKS

Previous year means the —_______ year immediately preceding the assessment year.
The first previous year of a newly set up business can be 12 months.

A period of twelve months commencing on the first day of April every year is called

An assessment is defined under Income-tax Act to include

A person by whom any tax is payable under the act is known as an -
The law governing income tax is specified in The Income-tax Act, (1961 / 1962).
The rules for implementation of income tax are contained in Income-tax Rules,
(1961/1962).

8. Assessment year is defined in Section
9. Previous year is defined in Section
10.Person is defined in Section

NOoO O AN

[2(9) / 2(8)] of the Income-tax Act.
[2/3/4] of the Income-tax Act.
[2(31) / 2(24)] of the Income-tax Act.

11. Income is defined in Section [2(8) / 2(24)] of the Income-tax Act.

12.Assessment is defined in Section [2(8) / 2(9)] of the Income-tax Act.
13. Assessee is defined in Section —_[2(7) / 2(8) / 2(9)] of the Income-tax Act.
[2/ 3/ 4] of the Income-tax Act.

14.Charge of income-tax is laid down in Section
15.The legal status under the Income Tax Act of Dhiren a minor son of Kishor,is —— .
16. The legal status under the Income Tax Act of Mukand Steel Ltd., is s

17. The legal status under the Income Tax Act of Mumbai University, is

18. The legal status under the Income Tax Act of Safalya Co-op.Housing Society Ltd., is
19.The legal status under the Income Tax Act of New India Bank Ltd., is .
20.The legal status under the Income Tax Act of Mumbai Port Trust, is —
21.The legal status under the Income Tax Act of Ms. Madhuri Dixit, is "
22.The legal status under the Income Tax Act of Baroda Municipal Corporation, is
23.The legal status under the Income Tax Act of Mr. Matwala, a person of unsound mind, is
24.The legal status under the Income Tax Act of A joint family of Mr. Sunil, his wife and two sons, is

25.The legal s:(atus under the Income Tax Act of A joint venture between Mr. Contractor, Mr. Painter,

and Mr. Cementwala for construction of Kalpataru Building, is : |
26, The legal status under the Income Tax Act of Mr. Dharmaraja and his fo
together to purchase a lottery ticket and sharing the prize, if any, equally, i$ ————

ur brothers joining
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Residence and Scope of Total Income [8S. 5-6)

9.3 MATCH THE FOLLOWING COLUMNS

49

—

Column A Column B

1% Foreign Inco.me ‘ (a) Ordinary resident

2. Income received in India (b) Not ordinary resident

3.  Foreign Business income controlled (¢) Non-resident
fromvlndla | (d) Taxable for OR, NOR, NH

4. Remittance in India (e) Taxable for OR, NOR

5. Highest ta>.< liability (f)  Not taxable for non-resident

6. Least tax liability (@) Not taxable

94 STATEWHETHER TRUE OR FALSE

1.

S~ T

N o

8.

9;

Once a person is a resident in a previous year he shall be deemed to be resident for subsequent
previous year.

Once a person is resident for a source ofincome in a particular previous year he shall be deemed
to be resident for all other sources of income in the same previous year.

A resident in India cannot become resident in any other country for the same assessment year.
Residential status is to be determined on the basis of stay in India during assessment year.
Incomes whlc_h accrue or arise outside India but are received directly into India are taxable only
in case of resident. .

Income deemed to accrue or arise in India is taxable in case of all the assessees.

Income which accrues or arises outside India from a business controlled from India is taxable in
case of only not ordinarily resident. :

Income which accrues or arises outside India and also received outside India
of both ordinarily resident and not ordinarily resident. ‘

Total income of a person is determined on the basis of his citizenship in India.

is taxable in case

10. Residential status of a person may change from year to year.

11. An Indian citizen may be a non-resident in India.

12. Residential status is important in deciding whether indian income o
13.A person is deemed to be of
14.A person is deemed to be of “Indian origin
15.A person is deemed to
16.A person is deemed to be of
17.While counting the number of days

18.Indian income is taxable in all cases, whether o

19. Foreign income of an
20. Foreign income of a n
21.Income accruing outside India will be deemedtob

22.If an income is included in the tot

f a person is taxable or not.

“Indian origin”, if his father was born in Pakistan.

" 'if his mother was born in Nepal.

be of “Indian origin”, if his grand-mother was born in Bangladesh.
“Indian origin”, if his grand-father was born in Sri Lanka.

for determining residential status, a stay in a cruise boat

as stay in India.
f an ordinary resident, or a not-ordinary resident,

anchored in the Mumbai Port is treated

or a non-resident.
ordinary resident is wholly taxable.

on-resident is not taxable at all.~
e received in India if itis included in a balance

sheet prepared in India. (
al income of a person on the basis of accrual, it may be

included again on the basis of its receipt in subsequent period.

95 CHECKYOUR ASWERS

9.1
1. @ |4 (b © |10. (® |18 () |16. () [19. (@
2. (@ |5 d |[11. () |14 (@ [17. (a)

3. (a) 6. (a) (c) 12, (a) 15. (e) 18. (b)

Hlnts:

17.Indian citizen leaving for business, not employment.

18.729 days in preceding 7 years.

|
|
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19. Stay in PY 180 days.

' ' -resident (4) 5 (5) g
i ' ine esidents (3) Non-residen
9.2 (1) Parents; Grand parents (2) Residents; Not ordinarily r
9.3 1-(f),2-(d),8+-(e),4-(g) 5+(a),6-(c)
9.4 True:2,6, 10, 11,13, 15,17,18,19, 20
False:1,3,4,5, 7,8 9, 12, 14, 16, 21, 22
4. False; During Previous Year
5. False; all the assesses e .
7. False; both ordinarily resident and not ordinarily resident
8. False; resident only
9. False; residential status in India i _
12. False; Residential status is important in deciding whether foreign income of a person is taxablg
or not. : - ‘ -2 :
21. False; Income accruing outside India will not be deemed to bg received in India mer_ely ‘becausg
itis included in a balance sheet prepared in India - Explanation 1't0 S.5. ‘ :
22. False; Once an income is included in the total income of a person on the basus pf accrual, it
cannot be included again on the basis of its receipt in subsequent period (Explanation 2 to S.5),

10.1 RESIDENCE (GROUPED)

10.1.1 Migrating Indians

» an Indian Citizen, went out of India for the first
' 9 and came back to India on
al status for A.Y. 2020-21. (T.Y.B.Com., Mar. 04, adapted)

i AR 5 0% " [Ans.: N.R]

- Kapadia born in Japan is an Indian Citizen. He comes
to India at the age of 19 and never went outside India till thy ' : :
st May, 2017 for further studies after staying in In

back to India on 1st March, 2019. He again leaves India on 1st August, 2019 f ' £
: ), . UL 2019 tor the purposes of
employment in U.K_ and did not return in India till 31st March, 2020.g ad : iy

Find out his residential status for the Asses§ment Year 2020-21,

(T.Y.B.Com., Oct. 0s, adapted)
o ad of b [Ans.: N.R]

e |

- 31-3-2015 Y Rk e 1
31"3'20156 - s, N i N l
31-3-2017 bt oy | S =
,3,:'_-3:-2—0_18- R R [ S ‘ Lm g} s Y ! s
31-3-2019

rm‘.-..-mt
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Heads of Income [S. 14] 63

G T )

OUTLINE ;
No. Topic ‘ Page
2. Theory Questions 1 63
2.1 Descriptive Questions (7 or 8 Marks] 63
2.2 Short Notes [5 Marks]
3.  Objective Questions
3.1 Fillin the Blanks RER g VR e 0
3.2 State Whether True or False oo i Jivihion S 28
K 3.3 Check Your Answers =~~~ e

2. THEORY QUESTIONS

Enumerate the different heads of income under which income is classified under the Income-tax Act.
2. Explain the statement - “ Section 4 provides the basis of charge on total income; Section 5

defines its scope; Section 14 classifies the total income under different heads and Sections 15
to 59 quantify the amount of total income.”

Explain the statement - “The different heads of income are mutually exclusive”.
Explain - “The heads of income are different, but the income-tax is one tax.”
Distinguish between a head of income and a source of income.

Describe in brief how total income from all sources is computed under different heads. What is
the importance of heads of income in computation of total income of assessee?

22 SHORT NOTES [5 MARKS]

Write a short note on :

oo s w

1. Heads of Income ‘ . [Ans.: Para 1.1]
2. Importance of heads of income s [Ans.: Para 1.2]
3. Total Income and Different Heads ' [Ans.: Para 1.5]

3.1  FILL IN THE BLANKS

. As per S. 14 of the Income-tax Act, thereare _________ heads of Income.

1

2. Income computed under each head, when added together is called —_____ (Gross / Net)
total income.

3. Rent received from tenant of a house property is classified as .

4. Lottery prize won is charged to tax under the head —  (Income from Other Sources /
Capital Gains).

3.2 STATE WHETHER TRUE ORFALSE

. Perquisites received by employees are taxed as Income from other sources.

Profit made on sale of old house is taxed either as business income or capital gains.
All heads of income as defined under S.14 are mutually exclusive.

Rules for computation of income under all heads are the same.

Gross Total Income is the sum total of income of the assessee, during the previous year, from all
sources, classified and computed under different heads.

3.3 CHECK YOUR ANSWERS

31 (1) 5 (2) Gross (3) Income from House Property (4) Income from Other Sources
32 Trye: 3,5; False: 1,2 4

s wn =

Scanned with CamScanner




R

" Direct Tax (T.Y.B.Com.: SEMy

8. What do you mean by “perquisites”? Enumerate the persons in whose case the valug gf :
benefit or amenity given free of cost or at a concessional rate is treated as a perquisite. lees
instances of such perquisites taxable in the hands of such specified employees.

[Ans.: Para 4 i
10. Enumerate the items which are not treated as perquisites under the Act. [Ans.: Para 4
11, Enumerate the perquisites which are exempt from tax under section 10 of the Income-tax Aqg

[Ans.: Para g

12. Define perquisites and give a few instances of perquisites taxable and exempt under the Incomg, |
tax Act. [Ans.: Para 4 & 5

13. What do you mean by “profit in lieu of salary” ? Explain and illustrate. [Ans.: Para 4.3
14. What are the deductions allowed from the income from Salary ? Explain and illustrate. :
[Ans.: Para sjl
15. Explain Entertainment Allowance. [Ans.: Para 61]|
16. Explain the various deductions u/s. 16 of the Income Tax Act, 1961 available from ‘Income from
Salary’ for the Current Assessment Year. [Ans.: Para g

9.2 SHORT NOTES [5 MARKS]

Write a short note on : |
[Ans.: Para 3

1. Salary - Basis of Charge :
2. Perquisites [Ans.: Para 4.2] |
3. Profitin lieu of Salary [Ans.: Para 4.3
4. Gratuity exemption , [Ans.: Para 5.2
5. Leaver salary exemption [Ans.: Para 5.4] |
6.

Standard Deduction [Ans.: Para 6.1]

10.1 MULTIPLE CHOICE QUESTIONS

1. M, a chartered accountant is employed with M Ltd., as an internal auditor and requests the
employer to call the remuneration as internal audit fee. M shall be chargeable to tax for such fee

under the head.
(a) Income from salaries (b) Profit and gains from Business and Profession
(c) Income from other sources (d) None of these
2. M, who is entitled to a salary of ¥ 20,000 p.m. took an advance of ¥ 50,000 against the salary in
the month of March, 2020. The gross salary of M for assessment year 2020-21 shall be:
(a) 2,90,000 ~ (b) 2,40,000 ‘
(c) 50,000 (d) None of these ;
3. M, who is entitled to salary of ¥ 12,000 p.m. took advance salary from his employer for the | :
months of April and May 2020, along with salary of March, 2020 on 31 -3-2020 The gross salary |
of M for the assessment year 2020-21 shall be , i d
- (a)¥ 1,44,000 (b) ¥ 1,68,000
(c) ¥ 24,000 (d) None of these ;
4. Salary of M becomes due on 1st of next month and it is paid on 7th of that month For the
assessment year 2020-21, the salary of M shall be taken from i [
(a) April 2019 to March 2020 ~ (b) March 2019 to February 2020 \
(c) April 2020 to March 2021 , (d) None of these 1 ,
5. ‘M. Ltd. announced increase in D.A. on 21-3-2019 with retrospective effect from 21-3-2014 and
the same were paid on 6-04-2019. The arrears of D.A. shall be taxable in the previous year.

~ (a)2018-19
- (b)2019-20 18 S A wis-emesnl an
(c) In respective previous years to which these relate DG amel afl sigiemuns
- (d) None of these
6. Un-commuted pension received by a Government employee is fleipieT ¢
'~ (a) Exempt (b) Taxablessayaigima D6fDEGE Ip azss |
(c) 1/3 is exempt (d) None of these
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Salaries /S. 15-1 7] 97
ome Tax amounting

11.Mpaysa salary of ¥2,50,000 to his employee V and undertakes to pay the Inc
{V for Assessment

10 T 49,980 during the previous year 2019-

1 2020-21 is X - year 2019-20 on behalf of V. Gross salary 0

12.M was employed on 1-4-2012 in the grade of ¥ 1 400+ 500~ for
Assessment Year 2020-21 s € 9 . 5,000-400-17,000-600-22,000. Gross salary

13.M ws;s eegﬂr;:o%/tids on 1-8-2016 In the grade of ¥ 16,000-400-17,000-500-22,000 and his salary
was fix ,200 from the date of joining. Gross salary for Assessment Year 2020-21 is
G

4.M whooogs engmse(;to a Salary of ¥ 10,000 p.m. paid on last day of the month, ook an advance of

20,000 on 1-3-201 9 againstthe salary in the month of March 2019. Gross salary for Assessment
vear 2020-21 18 X ce

15.Mwho is enht/;tled to Salary of ¥ 10,000 p.m. took advance salary from his employer for the month
of April and ay 2020 along with Salary of March 2020 on 31-3-2020. Gross salary for Assessment
Year 2020-21 is ¥ :

16.Mis employed with V Ltd., at a salary of ¥ 10,000 p.m. As V Ltd., was in financial crisis, it paid the
salary of _January 2019 to March 2019 to M only in July 2019. Gross salary for Assessment Year
2020-21 is ¥ ionaiol

17. Salary ofMis% 10,00_0 p.m. M had taken Salary in advance for the months of A
2019 in March 2019 itself. Gross salary for Assessment Year 2020-21 is X

18.M who was working with_ another company joined the present employer w.ef. 1-5-2019 at a2
Salary of 210,000 p.m. His salary becomes due on first of next month. He was also entitled to a
gensuon of Z 4,000 p.m. from his formeremployer. Gross salary for Assessment Year 2020-21 is

19.Daya Marak is a government employee. He draws a monthly salary of ¥ 5,000 and dearness

allowance @ ¥ 300 p.m. He gets¥ 500 p.m. as entertainment allowance.The amount of deduction

towards entertainment allowance is X
20. X a Government employee receives Z 50,000 as salary and ¥ 12,000 as Entertainment Allowance.
His actual expenditure on entertainment is only ¥ 3,000. The deduction for entertainment allowance
is T ,
21.Shobhit is getting a pension of T

three-fourth of his pension commu

gratuity earlier, the exempt amount is ¥ :
22 G retires from service on 30-1 1-2019. He is in receipt of ¥ 3,000 p.m. as pension upto 31-1-2020,

payable on the last day of each month. On 1-2-2020, he gets two-third of his pension commuted,

for¥ 1,20,000. He isan ex-employee of Central Govt. The amount of pension taxable is ¥

23.Mr. X is employed in ABC Ltd. and the employer has paid him children education allowance of
z 175 p.m. per-child for three children. In this case, taxable amount shall be ¥ :

24.Mr. X is employed in ABC Ltd: and the employer has paid him children education allowance of
7 45 p.m. per child for three children. In this case, taxable amount shall be T ————

25.Mr. X is.employed in ABC Ltd. and is getting children education allowance of T 75 p.m. per child
for three children and Mr.-X has incurred ¥ 500 p.m.-on the education of each of the child, in this

case taxable amount shall be ¥ —

10.3 MATCH THE FOLLOWING COLUMNS =

pril 2019 to June

3,000 p.m. from a company. During the previous year he got
ted and received X 2,40,000. Assuming that he also received

1. Column A Column B
- 1. Salary to partner by firm ' 0@ (a) Capital Gains
5 SalaryofaMP /MLA : (b) Profits.in lieu of salary
< | 3. Value of rent-free accommodation (c) Business Income
4 Receipts from Keyman insurance Policy (d) Tax-free perquisites
5.  Professional Tax, ‘ (e) Perquisites
. : : | (f) Income from other sources
. ~(g) Deduction from salary
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2. Column A Column B AL
1. Notified amount of exempt gratuity (a) 5,000 = '
2. Notified amount of exempt leave encashment (b) % 20,00,000
3. Notified amount of exempt retrenchment (c) 200,000
compensation (d) ¥5,00,000
4. Notified amount of exempt entertainment (e) ¥ 3,00,000
allowance to govt. employees (f) 15,000
5.  Medical reimbursement not taxable upto (g) ¥ 10,000
T

10.4 STATE WHETHER TRUE OR FALSE

1. M a chartered accountant is employed with M Ltd., as an Manager-Taxation and requests the
employer to call the remuneration as tax consultancy fee. M shall be chargeable to tax for such .
fee under the head Income from Salaries.

2. Salary of Mbecomes due on 1st of next month anditis paid on 7th of that month. For assessmeny
year 2020-21, the salary of M shall be taken from April 2019 to, March 2020.

3. The Govt. of India announced increase in the D.A. on 15-3-2019 with retrospective effect frop
1-5-2015 and the arrears were paid on 6-4-2019. The arrears of D.A shall be taxable in the
previous year 2019-20.

4. Gratuity shall be fully exempt in the case of employees of Central Govt., State Govt. and Loca| |
Authorities.

5. Anemployee is covered under Payment of Gratuity Act, 1972. Salary for the purpose of calculating
‘exemption u/s 10 (10) shall be the average Salary of last 10 months.

6. An employee is covered under Payment of Gratuity Act, 1972. If the employee has completed |
service of 16 years 6 months and 5 days, the number of completed years for calculating exemption
u/s 10(10) shall be taken as 16 years.

7. An employee is covered under Payment of Gratuity Act, 1972. For the purpose of computing 15
days’ salary for exemption u/s 10 (10), the number of days in a month shall be taken as 30 days.

8. An employee is neither a Government employee nor covered under Payment of Gratuity Act,
1972. Salary for the purpose of calculating half month for calculating exemption u/s 10 (10) shal
be taken as average Salary of 10 months preceding the month of retirement. |

9. An employee is neither a Government employee nor covered under Payment of Gratuity Act,
1972. If the employee has completed 16 years and 8 months of service, the number of completed |
years for calculating exemption u/s 10 (10) are taken as 17 years.

10. An employee is neither a Government employee nor covered under Payment of Gratuity Act,
1972. The maximum notified amount of gratuity exempt u/s 10/ (10) shall be ¥ 20,00,000.

11. M who claimed the exemption of gratuity in the past to the extent of ¥ 2,50,000 was entitled to

- the gratuity from the present / second employer amounting to ¥ 2,00,000 in the previous' year

© 2019-20. M shall be entitled to exemption to the maximum extent of Z 2,00,000. ‘

12. Pension received by a Govt. employee is exempt. -

13. Commuted pension received shall be fully exempt in case of Government employee or an

employee of local authority or an employee of statutory corporation. ]
4. An employee was entitled to gratuity. He also got 60% of his pension commuted and received a
_sum of ¥ 1,20,000 as commuted pension. The exemption in his case shall be ¥ 80,000. =
;1.5. An employee who was not entitled to gratuity, got 30% of his total pension commuted in the past
He wishes to commute another 25% of his total pension in the previous year. He shall be allowed
exemption to the extent of 25%.

E ; 1!6 Salary for exemption of leave encasﬁme,nt;,shall :be ,ta}qaln as average S,a|a’$';°f 10 :months

1
|

- immediately preceding the month of retirement. ; g o !
. 17.The maximum exemption in case of leave encashment for a non-gowt. employee shall bé
B T3inoboo. "t U . |
- 18.An employee availed the exemption of leave encashment of Z 1,00,000 in the past. He received

from the second employer a sum of ¥ 2,50,000 as encashment of leave on his retirement. He wil i
be entitled to exemption to the extent of ¥ 2,50,000. i
19. Compensation received on voluntary retirement is exempt under 10(10C) to the maximum extent
of ¥ 3,50,000.
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138 Direct Tux (T.Y.B.Com.: SEM.), I

24.M furnishes the following particulars in respect of a house property owned by him in MUmba i
Municipal Value ¥ 20,000 I
Fair Rent ¥ 24,000 f
Actual Rent (per month) ¥ 2,100 i
Municipal tax paid during the year ¥ 2,000

M could not realise the rent for the months of September and October, 2019. The tenant Vacateg
the property on 31-10-2019 and thereafter the property was let out for T 2,500 p.m. Net Annyg

Value is
(a) ¥ 18,000 (b) % 22,000 |
(c) ¥ 28,000 (d) ¥ 21,000

25. Municipal value ¥ 90,000; Fair rental value ¥ 1,40,000; Municipal taxes ¥ 40,000. The entirg
house remained self-occupied throughout the previous year. Net Annual Value is 1
(a) ¥ 90,000 (b) % 1,40,000 |
(c) T 1,00,000 (d) Nil |

26. Municipal value X 90,000; Fair rental value ¥ 1,40,000; Municipal taxes ¥ 40,000. The entirg |
house was let out throughout the year @ ¥ 12,000 p.m. Net Annual Value is
(a) ¥ 50,000 (b) ¥ 1,04,000
(c) X 1,00,000 (d) ¥ 1,40,000

27.Municipal value ¥ 90,000; Fair rental value % 1,40,000; Municipal taxes ¥ 40,000. The entir
house was let out @ ¥ 12,000 p.m. It was, however, vacant for 1 month. Net Annual Value is
(a) ¥ 50,000 (b) ¥ 1,04,000
(c) ¥ 1,00,000 (d) ¥ 92,000

28. Municipal value ¥ 90,000; Fair rental value ¥ 1,40,000; Municipal taxes T 40,000. The house was |
let out for five months from the beginning of the previous year @ ¥ 10,000 p.m. and was sel-
occupied for the remaining months. Net Annual Value is , 1
(a)31,20,000 (b) % 80,000 ‘ : |
(c) % 1,00,000 (d) % 10,000 |

29.M has a house divided into two identical units, Unit | is self-occupied throughout the year. Unit Il !
is let out throughout the year on a rent of ¥ 50,000 p.m. Municipal taxes paid amounted to
< 60,000. Total Net Annual Value is
(a) Nil : (b) X 5,70,000
(c) ¥ 6,00,000 (d) X 5,40,000

30.M has a house divided into two identical units. Unit | is self-occupied for 9 months and let out for
3 months @ X 50,000 p.m. which is the fair rent in the area. Unit Il is let out throughout the year
on a rent of ¥ 50,000 p.m. Municipal taxes paid amounted to ¥ 60,000. Total Net Annual Value is

(a) < 5,70,000 - (b) X 12,00,000
(c) X 6,90,000 (d) ¥ 11,40,000
31.The assessee took a loan of ¥ 6,00,000 on 1-4-2017 from a bank for construction of a house on
apiece of land he owns in Pune. The loan carries an interest @ 12% per annum. The construction

is completed on 15-6- 2018. The entire loan is outstanding. Interest allowable for current
- assessment year 2020-21 IS -

(a) 2 72,000 . (b)7 28,800
(c) ¥ 1,00,800 P (d) Nil
32 X takes a loan of X 3,60,000 at 12. 5 percent per annum for construction a house on June 10,

'2014. Construction of the house is completed on January 20, 2018. Loan was repaid on 31-10°
2019. Interest allowable for current assessment year 2020-21 is - ;

(a) Nil % ~ (b) ¥ 45,000 N
(c) ¥ 9,000 . (d) ¥ 30,526 |
33. Net annual value of one house is ¥ 3,00, 000 and actual expendnture incurred on rt-:‘pa'rs is
% 75,000. Income from House Property is -
(a) ¥ 3,00,000 . (b)X 2, 10 000 _
(c) ¥ 2,25,000 (d) None of the above
34.If a house has been constructed on 01 -07—201 9 by taking a loan on 01-11-2015, pre-constructlon
period for allowing interest in Ass. Year 2020-21 shall be
(a) from 01.07.2015 to 31.03.2019 (b) from 01,07.2015 to 01.11.2015
(c) from 01.11.2015 to 31.03.2019 (d) from 01.11.2015 to 31.03.2020
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[ncome From House Property 8. 22-27) il

35. L received ¥ 30,000 as arrears of rent during the P.Y. 2019-20. The amount taxable under section

25A would be
(a) ¥ 30,000 (b) T. 21,000

36.V rec?ived ¥90,000in May, 2019 towards recovery of unrealised rent, which was deducted from
actual rent during the P.Y. 201819 for determining annual value. The amount taxable under
section 25A for AY. 2020-21 would be
(a) ¥ 90,000 (b) ¥ 63,000
(c) X 60,000 (d) ¥ 30,000

37.Gand F: are co-owners of a self-occupied property. They own 50% share each. The interest paid
by each co-owner duting the previous year on loan (taken for acquisition of property during the
year 2009) is ¥ 1,62,000. The amount of allowable deduction in respect of each co-owner is
(a) ¥ 1,62,000 (b) ¥ 2,00,000
(c) T 1,00,000 (d) ¥ 81,000

38.Mr. Raghav has three houses for self-occupation. What would be the tax treatment for A.Y.
2020-21 in respect of income from house property ?

(a) One house, at the option of Mr. Raghav, would be treated as self-occupied. The other two
houses would be deemed to be let out

(b) Two houses, atthe option of Mr. Raghav, would be treated as self-occupied. The other house
would be deemed to be let out

(c) One house, at the option of Assessing Officer, would be treated as self-occupied. The other
two houses would be deemed to be let out )

(d) Two houses, at the option of Assessing Officer, would be treated as self-occupied. The other
house would be deemed to be let out :

17.2 FILLIN THE BLANKS

1. In case of self-occupied property, the deduction on account of interest on the money*borrowed
for the purpose of construction of such house property cannot exceed ¥
- 2. Fair rent of house is ¥ 1,50,000, standard rent ¥ 1,20,000 and annual rent ¥ 1,30, 000 ‘Municipal
taxes paid for 6 yrs. in advance is ¥ 1,00,000. The annual value shall be .
3. Municipal taxes are deductible from the gross annual value only when they
(are paid / Accrue) ,
4. Income is taxable under the head house: propeny only when the assessee rs the
(Owner / Occupant) of such house property
5. Arrears of rent shall be deemed to be i mcome of the previous yearin whrch such rent
: (is received / accrues) after deducting — (30% /1/3) of such amount. :
6. Fora self-occupied house property occupred on July 1,2016 for which housrng loan was availed,
if the interest up to March 31, 2018 is ¥ 90,000 and thereafter the interest payable is ¥ 3,000 per
month, the deductron avarlable under section 24 in respect of mterest for the year ended March
31,2020 is : ,
7. An Assessee, after sale of house property, receiving arrears Offran A euaa— (is / is not)
chargeable to tax; the same computed in the stipulated manner, shall be chargeable to tax as
(income from other sources / income from house property / question does not arise
since there is not chargeabrlrty to tax)..
8. Income of the property can be taxed under the head house property only when the owner does
~not occupy the property for his — preAr : ok
- 9. Reasonable Lettable Value. cannot exceed .
- 10.Net annual value of SOP'is ;
.M lets out his house to V a lawyer who uses it as his law office. This .
as Income from House Property.

(is /is not) taxed

12.M uses his house as the showroom for the goods produced by his factory This (is/is
o) taxed as Income from House Property.
13.M rents out his property as rpsrdentral quarters to his employees Th‘? (is /is not)

_taxed as Income from House Property.

14.M enters into a written agreement to purchase a property from V for ¥ 15,00,000 . He has paid
I the consideration and taken the possession of the Property but the property is yet to be registere
- inthe name of M. Thls ,1.,._‘,,___.. (ia / is not) taxed as Income from House Property. :
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Income From House Property [S. 22-2 7] i

17.4 STATE WHETHER TRUE OR FALSE

1. M giﬂTe: his house property to his wife in 2016, Mrs. M has lef out the house property @ 20,000
p.m. fe Incomle from such house property will be taxable in the hands of Mrs. M.

2. C transferred his house property to his wife with an agreement to live apart, Income from such
house property shall be taxable in the hands of Mrs. C.

3. Mhas ta:en a hous.,e. property on lease for 20 years from G and let out the same to S. Income

| fomsuc house arising to M shall be taxable as income under the head other sources.

4. Mis amember of Shilpa Co-operative Society which is the owner of flats constructed by it. One
of the flats is allotted to M. The income from such house property shall be taxable in the hands
of Shilpa co-operative society.

5. M is owner of building although the land was taken by him on lease. The income from such
house property shall be taxable under the head : income from other sources.

6. Mhas taker_m a house on rent and sublets the same to G. Income from such house property shall
be taxable in the hands of M under the head : income from other sources.

7. A has two house properties. Both are self-occupied. The annual value of both houses shall be
nil.

8. Municipal tax is a deduction from net annual value.

9. In case the property is owned by co-owners and it is let, income from such property shall be
computed separately for each co-owner.

10.In case the property is owned by co-owners and it is self occupied by all co-owners; the annual
value for each co-owner shall be nil. 3

11. In case the property is owned by co-owners and itis self occupied by all co-owners; total deduction
to all co-owners for interest on money borrowed shall be allowed upto the maximum of T 30,000/
¥2,00,000 as the case may be.

12.Unrealised rent is a deduction from net annual value. o ,

13.An assessee has borrowed money for purchase of a house and interest is payable outside India.
Such interest shall be allowed as deduction, without any further conditions.

17.5 CHECK YOUR ANSWERS

17.1
(D) 7 (b) 13. (b) 19. (d) 2549 d(@) sy Blianm(Chip]-37; (a)
2 ) 8. (a) 14. (c) 20. (b) 26. (b) 32. (d) 88.4(b)
3ivEia) 9. (a) 15z ute(b)minbs2¥anni(e)eer |12 7avad(d) 33w ol S
4. (a) 10205(b)! AGxs'(@)t fu22. T ifoyrer J128iorn (c)io 1[u34.:0 (¢)
5805 (c) A1, - 4b) 17. (a) 2370 ‘(b)v "29. ’ (b) 4 18591 {(b)
6= by 1253 Sy 18.  (d) 247 5(d)’ . 30. “(d)" P36 ="(D)
Hints :

20.MT paid allowed in full.
31.72,000 + 28,800 o0 IS &
~ 32.3,60,000 x 1,238 days + 365 x 12.50% +‘75 :

17.2 (1) T 2,00,000 (2) ¥ 30,000 (3) are paid (4) Owne_r .(5). is received; 30% (6) ’\’ 54,0(_)0 (7) ig;
income from house property (8) Business; Profession (9) standard rent (10) Nil (11)is (12) is
(13) is not (14) is (15) is (16) is (17) is (18) is not (19) [24,00,0001 (20) [36,00,000] (21)
_ [48,00,000] (22) [36,00,000] oemee 1M yd b ¢ )

173 (1):1-(b), 2 - (6). 3-(9), 4 - (@), 5- (1) -4 ,
2):1-(a),2-(e),3-(g)4-(d),5-(b) e i B
| 17.4 Jrue.:12:16, 7o80pommosna soi-1 ok | Ot QLR
False : 4;3;4;5; 80, 11532, 131} 1 eolistus o S0
False; M as he will be treated as deemed owner and liable to tax. =
False; Income from house propeny"as» M is the deemed owner. -
False; M as deemed owner. ok MY *

o ) ' ‘ [0 ‘ 159

False; Income from house property.

i

False; Deducted from Gross annual value.
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