Direct Taxes – 29 April 2009
Time – 2 hrs
Question 1
Discuss whether the following are assets

a) A commercial multi storeyed building given on rent by X (not being held as stock in trade)

b) A commercial house property used by a Hindu undivided family for the purpose of carrying on own business

c) Y owns a house property which is occupied by a firm in which he is a partner for its business purposes
d) Z owns a residential property. It is given by him as rent-free house to his general manager A who looks after the business of Z. Annual salary of A is Rs. 4,80,000. Z claims that since the house is used for business purposes, it comes in section 2(ea)(i)(3) and it is not an asset
Question 2
X owns a commercial house property which is situated at Pune. While annual value of the property as per municipal records is Rs. 80,000, rent received from the tenant is Rs. 70,000. Municipal taxes are paid partly by X (Rs. 2,000) and partly by the tenant (Rs. 3,500). Repair expenses are however borne by the tenant (Rs. 2,600). The tenant has deposited Rs. 50,000 with X as refundable security. It does not carry interest. The difference between ‘unbuilt area’ and ‘specified area’ doesn’t exceed 5%. Determine the value of the property on March 31,2009 being the valuation date of X for assessment year 2009-10, on the assumption that the house is built on (a) freehold hand, (b) leasehold land (unexpired period of lease of such lands is more than 50 years). Find out the value on the two assumptions: (a) the property is acquired on May 10, 1988 for Rs. 12,50,000, (b) the property is acquired on March 10, 1973
Question 3
X is aged 35 years. His father has settled a house property in trust giving whole life interest to X. The income from the property for the years 2005-06 to 2008-09 was Rs. 70,000, Rs. 84,000, Rs. 80,000 and Rs. 86,000 respectively. The expenses incurred each year were Rs. 3,000, Rs. 5,000, Rs. 6,000 and Rs. 16,000 respectively. Calculate life interest of X in the property so settled on the valuation date March 31, 2009 on the assumption that the value of the house as per schedule III is (a) Rs. 15 lakh, or (b) Rs. 6 lakh
Question 4
X Ltd. is a company carrying on business in the construction and sale of residential flats. It furnishes the following data and requests and requests you to compile wealth-tax return and determine the tax payable for assessment year 2009-10

	Header
	Market Value (Rs.)

	1. Land in a rural area (it is within 5 Km of Ajmer; construction is permissible; land was purchased on 1988
	92,78,600

	2. Land in urban area (construction not permitted as per municipal laws)
	23,00,000

	3. Land in urban area (held as stock-in-trade since 2000, construction will commence during June 2009)
	49,50,000

	4. Motor cars (one of them is imported: Rs. 4,00,000; none of them is held as stock-in-trade
	11,30,000

	5. Jewellery (not being held as stock-in-trade)
	18,00,000

	6. Aircraft for use of directors and auditors
	1,58,00,000

	7. Bank balance
	3,10,000

	8. Cash in hand as per cash back
	1,70,000

	9. Guest house and land appurtenant thereto situated in rural area
	8,00,000

	10. Residential flats of identical size provided to 6 employees for their use near factory which is situated in rural area (salary of two of them exceeds Rs. 5,00,000)
	15,00,000

	11. Residence provided to Managing Director (salary exceeds Rs. 5,00,000)
	10,00,000

	12. Flats constructed and remaining unsold (not being held as stock-in-trade)
	30,00,000

	13. Residence provided to whole time director (salary Rs. 4,20,000, the director owns 25% equity share capital)
	17,00,000

	14. Three let out residential houses given on rent (value of each being Rs. 50 lakh; one of them is let out for only 50 days during 2008-09


The company has taken a loan of Rs. 6,00,000, Rs. 7,00,000, Rs. 50,000 and Rs. 90,000 for acquiring property numbers 5,6,12 and 13 respectively. Find out the wealth-tax liability of the company for the assessment year 2009-10

Question 5
Under what circumstances can the Assessing Officer make a reference to the Valuation Officer for the purpose of making an assessment under the wealth act?

Question 6
Under the Wealth Tax Act, what is the scope of taxation of an individual who is not residing in India? How is the assessment made on such a person and what are the provisions for recovery of tax from him?
Question 7
A Cooperative Society formed for the purpose of construction of residential flats for its members acquired a large area of urban land for Rs.3 crores.  The society had a membership of 10 members, all having equal share.  The Assessing Officer proposes to tax urban land in the hands of the society.

1. What is meant by urban land?
2. Is the action of the Assessing Officer correct?
3. Can the members of the society be assessed on their share in the value of the urban land?    
Question 8

The net wealth of a firm consisting of three partners Balu, Kausik and Deepu having equal shares and a capital contribution of Rs.7,00,000/- Rs.3,00,000 and Rs.2,00,000/- respectively is as under:





                                                     Rs.


(i)  Value of assets located outside India 
               20,00,000


(ii)  Value of assets located in India
                               50,00,000


(iii)  Debts incurred in relation to assets in India 
               10,00,000

Determine the value of interest of the partners in the firm under the Wealth-tax Act, 1957.
Question 9

Y Ltd is engaged in the construction of residential flats. For the valuation date 31.3.2009, furnishes the following data and requests you to compute the taxable wealth:

	
	
	Rs. (in lakhs)

	(a)
	Land in urban area (construction is not pemitted as per Municipal Laws in Force)
	20

	(b)
	Motor-cars (in the use of company)
	5

	(c)
	Jewellery (investment)
	10

	(d)
	Cash balance (as per books)
	2

	(e)
	Bank Balance (as per books)
	3

	(f)
	Guest house (situated in rural area)
	4

	(g)
	Residential flat occupied by Managing Director (annual remuneration of whom is Rs.6 lakhs excluding perquisites)
	8

	(h)
	Residential house let out for 100 days in the financial year
	7

	(i)
	Loans obtained:
	

	
	  For purchase of motor-car
	2

	
	  For purchase of jewellery
	2


The reasons for inclusion or exclusion should be stated in the computation
Question 10
State with reasons whether the following constitute assets chargeable to wealth-tax on the valuation date 31.3.2009:

(i) Agricultural farm house situated 26 kms outside the municipal limits of Jaipur, but within 22 kms of Niwai Muncipal Corporation.

(ii) Factory building and godowns leased out on rent.

(iii) Silver and gold in the jewellers shop

(iv) Aircraft held by a shipping company having turnover of Rs.800 crores for exclusive use of its managing director.

(v) A cash balance of Rs.1,50,000.

Question 11

Rakesh, a married coparcener having no son but two minor daughters, gets a commercial property on disruption of the HUF on 17.3.2008. He, therefore, seeks your advice to know in whose hands the value of this property would be subject to wealth-tax on the valuation date 31.3.2009
Question 12
How can the arrear demand of wealth-tax be recovered by the department where the assessee dies prior to making payment thereof?
Question 13

Mr. X, a member of co-operative housing society, was allotted a plot as per the bylaws of the society. He constructed a house on plot and substituted the name of his wife in the records of the society in his place. The society executed the registered sale deed in respect of said plot in favour of his wife. The Assessing Officer included the value of the said property in the hands of Mr. X. Examine the validity of the action of the Assessing Officer.
Question 14
Matisha Constructions Ltd. furnishes the following particulars of its wealth for the valuation date as on 31.3.2008:
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Compute the net wealth of the company for assessment year 2008-09.

