12 | Compute Tax liability = Income-tax computed + Surcharge, if applicable,
on income-tax (or) — Rebate u/s 87A, if applicable + HEC@4%

¥

13 | Compute Alternate Minimum Tax on Adjusted total income. Alternate
Minimum Tax provisions would apply in case of an individual shifting out
of the default tax regime and paying tax as per the normal provisions of
the Act, if he is claiming certain deductions, like section 10AA, 35AD,
80JJAA, 80QQB and 80RRB. Tax liability would be the higher of tax
computed under the regular provisions and alternate minimum tax.

n 2

14 | Deduct TDS, TCS and advance tax from the tax liability to arrive at the
tax payable by an individual.

2.

To Do

b e
noog

Read the Scenario below containing the details of income of Mr. Raj and his
brother Mr. Rahul, both of whom are resident and ordinarily resident in India for
the P.Y.2024-25. Fill in the correct figures in the shaded boxes in the income
computation sheets and tax computation sheets given and advise them whether
to pay tax under the default tax regime under section 115BAC or not.

—

SCENARIO

—

Mr. Raj is an MBA employed with a multinational company in Mumbai. He is living
in a rented house in Mumbai for which he pays rent of ¥ 70,000 p.m. He owns a
house in Kolkata in which his parents are living. He purchased the house two
years back by taking loan from Bank of India. Interest of ¥ 3,00,000 is due for
P.Y.2024-25, out of which he paid % 2,75,000 during the year. He made principal
repayment of ¥ 1,50,000 to Bank of India during the year. In respect of this house,
he paid municipal taxes of ¥ 5,000 this year. He sold a vacant land in Pune for
% 25,00,000. He had purchased the land last year for ¥ 20,00,000. He sold listed
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equity shares of ABC Ltd. for % 4 lakhs. He had purchased these shares in the year
2022 for % 6.50 lakhs. Securities transaction tax has been paid both at the time of
purchase and sale. During the year, he won ¥ 50,000 in a lottery. He has two
daughters who are studying in class IX and Xl in a reputed school in Mumbai. The
tuition fee paid by him per month is ¥ 5,500 for each child. His elder daughter,
aged 15 years, is a talented dancer. She earned % 30,000 from dance shows
performed by her during the year. She deposited the said amount in the bank
and earned interest of ¥ 3,000. Mr. Raj's wife is a teacher in a private school
whose monthly salary is ¥ 40,000. She has no other income.

Mr. Raj's brother Rahul is carrying on the business of manufacturing textiles. His
turnover is around % 4 crores this year and last year. 90% of his receipts are
through permissible electronic modes and the remaining 10% is through cash. All
payments are made through permissible electronic modes. He has installed new
plant and machinery for ¥ 5 lakhs in May, 2024. His net profit as per the statement
of profit and loss for the year 2024-25 is ¥ 40,50,000. Normal depreciation
computed as per the Income-tax Rules, 1962 has been debited to the statement
of profit and loss. However, additional depreciation, if any, available to him, is yet
to be given effect to. This year, he incurred in-house scientific research
expenditure of ¥ 2 lakhs related to his business. He also contributed ¥ 50,000 to
[IT, Delhi for scientific research. The scientific research expenditure and
contribution to scientific research have not been debited to the statement of
profit and loss. He had employed 20 new employees from 1% June, 2024 at a
salary of ¥ 20,000 p.m. Their salary has been debited to the statement of profit
and loss. Rahul has let out his apartment in Bangalore from which he gets a rent
of ¥ 30,000 p.m. He pays municipal taxes of ¥ 4,000 in respect of this apartment.
He pays interest of ¥ 3,00,000 this year in respect of housing loan taken from Axis
Bank for purchase of this house. The principal repayment made this year is
% 1,60,000. He has been complying with all the statutory requirements under the
Income-tax Act, 1961, timely.
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From the details given above and in columns (1) and (2) of the income
computation sheets given below, find out the figures, if any, to be filled up in the

shaded boxes| in the income computation sheet given below -

- in column (3) (both the inner and outer columns of column 3) under
the default tax regime as per section 115BAC and

- in column (4) (both the inner and outer columns of column 4) under
the optional tax regime as per the normal provisions of the Act.

Remember, it is possible that you may not have to fill up anything at all in some
of the shaded boxes. Also, remember that you have to consider facts given in the
description above as well as the facts in column (1) and (2) of the income
computation sheets below in making your computations. Some of the facts given
in the description above are also repeated in column (2) below.

After determining the total income for A.Y.2025-26, fill up the tax computation
sheets to find out the tax liability of Mr. Raj and Mr. Rahul under both tax
regimes. Based on your computation, advise Raj and Rahul whether they should
pay tax under the default tax regime or not in order to optimise their tax liability.
Ignore interest, if any, u/s 234B and 234C.
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