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Illustration 1 
Computation of book profit: Apple industries Ltd. Provides the following information for the financial 

year 2021 – 22: 

(Rs. In lakhs) 

Net profit as per statement of profit & loss after debiting/ crediting the 

following: 

120 

Proposed divided 30 

Profit from unit established in SEZ 20 

Provision for income-tax 18 

Provision for deferred tax 10 

Provision for permanent diminution in value of investments  3 

Depreciation debited to statement of profit and loss Rs. 10 Lakh includes 

depreciation on revaluation of assets to the tune of 

1 

 

Brought forward losses and unabsorbed depreciation as per book of the company are as follows: 

Previous year Brought forward losses Unabsorbed depreciation 

2018 – 19 1 4 

2019 – 20 1 1 

2020 – 21 10 5 

Compute the book profit of the company as per section 115JB.  

 

Illustration 2 

Explain the special provisions of tax on certain income of domestic manufacturing company and other 

domestic company as per provisions of Section 115AB and Section 115BA of the Income-tax Act, 1961. 

  

Illustration 3 

Discuss provisions relating to tax on book profits under section 115-JB, [Dec. 2005, June 2007] OR 

As a Company Secretary, prepare a report for the Board of Directors of your company pinpointing 

the relevance of ‘Minimum Alternate Tax’ [MAT].  [June 2012]. 

 

 

 

 

CHAPTER 2: ASSESSMENT OF VARIOUS OTHER ENTITIES 

 



  

 

CMA VIPUL SHAH                                   CS PROFESSIONAL FOR JUNE/ DEC 22     ASSESSMENT OF VARIOUS OTHER ENTITIES 

 

www.vipulshah.org                                                                        75591 73787 2.2 

 

Illustration 4 

The profit and loss account of XYZ Ltd. For the year ended 31.3.2022 showed a net profit of Rs. 

80,00,000 after making of the following adjustments. 

a) Depreciation Rs. 24 lakh [including depreciation on revaluation of assets of Rs. 4 lakh]. 

b) Provisions for unascertained liabilities of Rs. 2 lakh. 

c) Transfer to General Reserve Rs.9 lakh. 

d) Agricultural Income Rs.15 lakh. 

e) Amount transferred to profit and loss account from general reserve Rs. 3 lakh. 

Brought forward business losses and unabsorbed depreciation as per books of accounts were Rs. 15 

lakh and Rs. 11 lakh respectively. 

Company book profits and Minimum Alternate Tax [MAT] u/s. 115JB payable by XYZ Ltd.  [5 marks, 

June 2017. 

 

Illustration 5 

The net profit of Renuka Ltd., an Indian company, as per its profit and loss account prepared as per 

the Income-tax Act, 1961 is Rs. 90,00,000 after debiting and crediting following items: 

Particulars Amount Rs. 

Provision for income-tax 

Provisions for deferred tax 

Proposed dividend 

Depreciation including depreciation on revaluation of assets Rs. 20,00,000 debited 

to profit and loss account 

Profit from industrial unit in SEZ area 

Provision for permanent diminution in the value of investments 

5,00,000 

3,00,000 

7,50,000 

 

60,00,000 

80,000 

70,000 

Compute tax liability u/s. 115JB.  [9 Marks, June 2013]. 

 

Illustration 6 
Mr. X, carrying on the business of operating a inland container depot, has a Gross total income of 

Rs.96 lakh.  In computing business income, he had claimed deduction under section 35AD to the extent 

of Rs. 75 lakh on investment in building [on 1-4-2020] for operating the inland container depot.  He 

has made investment of Rs. 1,50,000 on 31.03.2022 in public provident fund Compute his tax liability 

for AY 2022-23.  Also determine the amount of AMT credit under Section 115JD. 

  

Illustration 7 

Work out the taxable income and the tax payable thereon for A.Y. 2022-23 of a partnership firm 

engaged in retail trade business from the following particulars: 
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i) Net profit of Rs.3,65,000 arrived at after debit of interest on capital of partners of Rs. 1,80,000 

and salaries paid to the working partners of Rs.4,80,000. 

ii) Total capital of the partners on which interest paid as debited in the profit and loss account was 

Rs. 10,00,000. 

iii) Both the payments of interest on capital and the salary to the working partners have been 

authorized by the deed.  [5 marks, Dec.2017] 

 

Illustration 8 

Discuss the impact of residential status on tax incidence.  OR 

State the scope of total income in the case of an individual, whose residential status is ‘non-resident’ 

with reference to Section 5(2) of the Act. 

 

Illustration 9 

Advise Rashmi suitably to minimize her tax liability based on the facts given below: 

Rashmi, an Indian citizen, joined University of Toranto as a professor in Canada, on a monthly salary 

of Canadian $ 10,000 on 1st April, 2018.  She wants to come to India in the year 2021 and to stay 

continuously for a period of 11 months to complete her house construction in Delhi.  She wants to 

know whether she can avoid payment of income tax legally on her foreign income earned.  She can 

come to India at any time in 2021 for this purpose.  [2 marks, Dec. 2018] 

 

Illustration 10 

(i) If a Liaison Office is maintained solely for the purpose of carrying out activities which are 

preparatory or auxiliary in character, and such activities are approved by the RBI, then no 

business connection is established. 

In this case, had the liaison office’s activities been restricted to forwarding of trade inquiries 

to A! Rahim Ltd., a Dubai based company, its activities would not have constituted business 

connection.  However, the activities of the liaison office extends to also negotiating and entering 

into contracts on behalf of A! Rahim Ltd. With the customers in India, on account of which 

business connection is established. 

(ii) As per the opening sentence in Explanation 2, to section 9(1)9i) “business connection” shall include 

any business activity carried out through a person in India acting on behalf of the non-resident.  

Accordingly, in this case, since the branch office is carrying out a business activity by purchasing 

raw materials in India for John Muller Pty Inc. and selling finished products manufactured by 

John Muller Pty Inc, to customers in India and providing sales related services to them on behalf 

of John Muller Pty Inc., business connection is established. 
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It may be noted that as per clause (a) of Explanation 2, in the case of a non-resident, no business 

connection would be established if the activities of the person acting on behalf of the non-

resident were limited to the purchase of goods or merchandise for the non-resident. 

In the present case, however, business connection would be established, since the branch set up 

at Delhi by Johan Muller Pty Inc, is not solely engaged in purchase of raw materials for John 

Muller Pty Inc, for manufacturing its products but is also engaged in selling such manufactured 

products to customers in India and providing sales related services to them on behalf of John 

Muller Pty Inc. 

 

(iii) “Business connection” shall include any business activity carried out through a person acting on 

behalf of the non-resident.  For a business connection to be established, the person acting on 

behalf of the non-resident – 

a) Must have an authority which is habitually exercised in India to conclude contracts on behalf of 

the non-resident or; 

b) In a case where he has no such authority, but habitually maintains in India a stock of goods or 

merchandise from which he regularly delivers goods or merchandise on behalf of the non-

resident, or 

c) Habitually secures orders in India, mainly or wholly for the non-resident. 

In the present case, business connection would not be established, since Mr. Rajendra does not have 

the authority to accept or conclude orders in India on behalf of KOK Pty Inc.  Moreover, all the orders 

were directly received, accepted and after receipt of the price/value, the delivery of goods was also 

given by KOK Pty Inc.  outside India.  Hence, no business connection is established in the case. 

 

Illustration 11 

“Live Tele Films” is a UK base foreign company not having any Indian citizen/resident of India holding 

its shares.  It has shot a TV film during the year ended on 31.03.2022 entirely on the Indian locations 

so as to show the Indian cultural heritage.  The film is to be telecast exclusively in the foreign 

countries, but it has also been agreed with the Government of India to give the right of telecast of 

the film in India to “DD-II” free of charge.  The A.O.  Issued a show cause notice asking the foreign 

company to pay tax in India on the income derived by it from the telecast of the filed for A.Y. 2022-

23.  Company claims that is not liable to pay any tax in India and therefore seeks your opinion. 

 

Illustration 12 

Ms. Alicia is a German national working is Sinsang Ltd., in Turkey.  Sinsang Ltd., neither has any office 

in India nor done any business in India.  The company deputed Ms. Alicia to India on 31st January, 

2022 for conducting market survey.  She went back to Turkey on 29th March, 2022.  Salary of US $ 
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50,000 for the period of her stay in India was credited in an account maintained by her in India.  

Examine the taxability of the salary income received by her in India.  Would your answer be different, 

if Sinsang Ltd. Is maintaining its office in Delhi? 

 

Illustration 13 

Compute the income tax in the following cases: 

a) Royalty of Rs. 10 lakh received by a foreign company from an Indian concern in pursuance of an 

agreement approved by the Central Government in the previous year 2008-09. 

Rs. 10 lakh long-term capital gains received by an overseas financial organization on transfer of units 

purchased in foreign currency [June 2019-NS, 2+3 = 4 Marks] 

 

Illustration 14 

Nadal, a professional tennis player and a non-Indian citizen during the Financial Year 2021-22 

participated in India in a Tennis Tournament and won the prize money of Rs. 25 lakh.  He contributed 

articles on the tournament in a local newspaper for which he was paid Rs. 3 lakh.  He was also paid 

Rs.7,50,000 by a Soft Drink Company for appearance in a TV advertisement.  All his expenses in India 

were though met by the sponsors, but he had incurred Rs. 5,00,000 towards his travel cost to India.  

He was a non-resident for tax purposes in India during the financial year 2021-22. 

What would be his tax liability in India for assessment year 2022-23?  Is he required to file his 

return of Income? 

 

Illustration 15 

Discuss the taxability or otherwise of the following income in the context of provisions contained 

under the Income=tax Act, 1961: 

 

(i) Agricultural Income of Rs. 2,50,000 earned by Ms. Divita, a non-resident from land in Barmer in 

Rajasthan. 

(ii) Amount of Rs.7,00,000 withdrawn by Mr. Rajesh, a resident individual, from Public Provident Fund 

as per relevant rules. 

(iii) Mr. Abhiman received Rs. 1,30,000 on 31.03.2022 towards maturity proceeds of the insurance 

policy issued on 01-04-2017.  The annual premium and capital sum assured are Rs. 23,000 and Rs. 

1,20,000 respectively. 

(iv) Mr. Dinesh received Rs. 3,60,000 as partner share of profit in the income of limited liability 

partnership. 

Rs. 2,50,000 received by Mr. Rohan from Central Government as compensation on account of disaster 

taken place in Uttrakhand 
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