Direct Taxes – 30 April 2009
Time – 2 hrs
Question 1
Mr. Rajpal gives the particulars of various assets held by him on 31.3.2009 and requests you to compute his net wealth by explaining in brief that why the same was dealt with like that :

(i) Jewellery gifted to wife from time to time in total of Rs.1 lac and were available with her on the valuation date having market value of Rs.5 lacs.

(ii) A flat in Mumbai purchased under instalment scheme in 1986 for Rs.6 lacs and used for own residence since then. The market value of it was Rs.20 lacs on 31.3.2009 and installment of Rs.1 lac was also outstanding.
(iii) He is a qualified engineer and was in possession of instruments used for his professional activity. The value of all such instruments was Rs.1 lac.

(iv) Urban land purchased for Rs.2 lacs in August 2006 located at Jaipur, in the name of his son who is suffering from a disability specified under section 80U. The age of his son on 31.3.2009 was 10 years and value of land was Rs.5 lacs.

(v) House located in NOIDA shown in his wealth-tax return for A.Y.2008-09 at Rs.40 lacs was sold on 20.3.09 for Rs.45 lacs, but the sale deed thereof was executed on 3.4.09. 
Question 2

Examine the correctness of the statement that “All types of land held by an assessee on the valuation date are treated as ‘Urban land’ under the Wealth-tax Act.”
Question 3
S gifted Rs.2,00,000 to his wife on 10.4.2008. His wife bought gold jewellery on 31.1.2009 out of the said sum of Rs.2,00,000. The fair market value of the gold jewellery as on 31.3.2009 was Rs.2,50,000. S claims that since his wife has not held on 31.3.2009 the sum of Rs.2,00,000 which he gifted to her, no amount is includible in his net wealth for the assessment year 2009-10. Examine the claim of S.
Question 4

Wealth tax is not payable by an assessee in respect of any property held under trust or other legal obligation for any public purpose of a charitable or religious nature in India. Do you agree with the statement? 
Question 5
Compute the net wealth of UMV Ltd. (carrying on the business of running cars on hire and also dealing in jewellery) which furnishes the following particulars of its assets and liabilities as on 31.3.2009:
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Question 6
G, an individual, furnishes the following particulars of his assets and liabilities as on 31.3.2009:
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Amounts stated against assets, except cash in hand, are the values determined as per section 7 of the Wealth-tax Act, 1957 read with Schedule III thereto. Compute the net wealth of G for the assessment year 2006-07. State the reasons for inclusion or exclusion of the various items.
Question 7
Explain the procedure for adoption of the value of Jewellery for the valuation date as at 31st March, 2009 and subsequent 3 years assuming the value of Jewellery has been determined by Valuation Officer as at 31st March, 2009
Question 8
Mr. Raj executed a `will’ during his life time. His uncle Mr. Amitabh was appointed as executor, under the `will’. Mr. Raj died on 13.6.2008. The executor could complete the distribution of assets after the valuation date 31.3.2009. The wealth tax records of Raj reveal that (a) the return of wealth for the valuation date 31.3.2008 has not been filed;  (b) wealth tax demands for the assessment years 2006-2007 and 2007-2008 are payable. On these facts, Mr. Amitabh approached you to advise him on his obligations under Wealth Tax act

Question 9

In respect of defaults committed under Wealth Tax Act, penalty proceedings are initiated against the deceased prior to his death. Can the wealth tax officer continue the proceedings and levy penalty on the legal representative?

Question 10

X enters into an agreement on 13.3.2009to sell the house property for Rs.50 lakhs purchased by him for Rs.20 lakhs and received an advance of Rs.10 lakhs. Further, an amount of Rs.15 lakhs was received by him on 22.3.2008 but the sale deed could only be executed on 21.4.2009. Does the house constitute his asset on the valuation date 31.3.2009.
Question 11
Bhaskar, a person of Indian origin was working in Kenya from 1987. He returned to India for permanent settlement in May, 2007, when he remitted money into India. For the valuation date 31st March 2009, the following particulars were furnished. You are required to compute the taxable wealth. The reason for inclusion or exclusion should be stated. 

	(i)
	Building owned and let out for 270 days for residence 
	

	
	Net maintainable rent (40,000) and the market value Rs.10,00,000
	

	
	(Excess of unbuilt area over specified area is 20% of the aggregate area)
	

	(ii)
	Jewellery:

(a) Purchased in April ’07 out of money remitted to India from Kenya
	5,00,000

	
	(b) Purchased in April, 2008 out of sale proceeds of motor car brought from abroad and sold
	4,00,000

	(iii)
	Value of interest in  urban land held by a firm in which he is a partner 
	7,00,000

	(iv)
	Bonds held in companies
	5,00,000

	(v)
	Motor car used for own business
	2,50,000

	(vi)
	Vacant house plot of 400 sq.mts (purchased in December 1998) market value
	9,00,000

	(vii)
	Cash in  hand 
	80,000

	(viii)
	Urban land purchased in the year 2007 out of withdrawals from NRE account 
	10,00,0000


Question 12

Amar Co-operative Housing Society Ltd owns a building in Mumbai, which stands on freehold land. There is no unbuilt area. It has 10 members, each of whom has contributed Rs.10 lacs towards the shares in the Co-operative society. The building was completed and occupied exclusively for residential purposes by its members before 31.3.2009. It was financed partly by the shares contributed by members and partly by bank finance. The annual value fixed by the municipality for the building is Rs.20 lakhs, the taxes amount to Rs.1 lakh. 


`X’ is a member of the society owning one of the flats. The cost of the flat to `X’ has been fixed by the society at Rs.20 lakhs and the amount outstanding by way of instalment loan payable to the society by `X’ is Rs.2 lakhs.  You are required to determine the net wealth of `X’ as on 31 March 2009

Question 13 

Mr.Jogi is aged 45 years. His father settled a property in trust giving whole life interest therein to Jogi. The income from the property for the years 2005-06 to 2008-09 was Rs.60,000, Rs.64,000, Rs.70,000 and Rs.76,000 respectively. The expenses incurred each year were Rs.2,000, Rs.4,000, Rs.5,000 and Rs.6,000 respectively. Calculate the value of life interest of Mr.Jogi in the property to settled on the valuation dated 31.3.2009, with the help of the factor 9.267.
Question 14
ABC Ltd is a company engaged in the construction and sale of buildings. It has the following assets as on 31.3.2009.  You are required to compute the Net Wealth of the company, in respect of Assessment year 2009-10:

	
	
	Rs.in lacs

	(i)
	Flats – residential ready for sale
	200

	(ii)
	Commercial properties ready for sale
	500

	(iii)
	Guest House situated 30 kms away from Delhi
	25

	(iv)
	2 Residential Houses occupied by:
	

	
	 (a) An officer having an annual salary of Rs.4 lakhs
	10

	
	 (b) An officer having an annual salary of Rs.5 lakhs
	15

	(iv)
	Cars used for company’s business
	20

	(vi)
	Aircraft used by the officers for business purposes
	400

	(vii)
	Urban land held from 31.3.1990, on which no building could be built due to dispute of title
	50

	(viii)
	Cash in hand
	5


Question 15
Mr. Kamat, a not ordinarily resident in India, seeks your advice with regard to the furnishing of his wealth-tax return.  The value of assets held on 31.3.2009 is indicated below.  You are requested to compute the taxable wealth of Mr. Kamat giving justification for the inclusion or exclusion of each item.  The valuation date as indicated above is 31st March, 2009:

Rs.

(i)  Motor cars of foreign make held as Fixed Assets
  9,50,000

(ii) Gold bonds under Gold Deposit Scheme, 1999
15,00,000

(iii) Residential house property at Pune let out with effect from 05th June, 2008
11,00,000

(iv) Jewellery held
  9,00,000

(v)  Lands purchased for industrial purpose:

on 1st January, 2005
  5,50,000

on 25th March, 2008  
  7,50,000

(vi) Loan against the purchase of lands:

on 01st January, 2005
  2,75,000

on 25th March, 20018                 3,50,000

(vii) Wealth-tax liability
                      9,000

(viii) Cash in hand 
            75,000

(ix) Cash at Bank
        1,25,000

(x) Fixed Assets located in USA
     50,00,000

(xi) Value of Assets held by Mrs. Kamat acquired out of the gifts received from her husband:

Shares and Securities
      2,00,000

Residential House Property at Mumbai
     9,00,000

Question 16
X Limited is engaged in the construction of residential flats. For the valuation date 31.3.2009, it furnishes the following data and requests you to compute the taxable wealth:

(i) 
Land in urban area (Construction is not permitted as per Municipal Laws in force) Rs.35,00,000

(ii) 
Motor-cars (used on hire by the company) Rs.7,00,000

(iii) 
Jewellery (Investment) Rs.15,00,000. Loan taken for purchasing the same Rs.10,00,000

(iv)
Cash Balance (as per books) Rs.1,75,000 

(v)
Bank  Balances Rs.2,50,000

(vi) 
Guest House (situated in a place which is 30 kms away from the local limits of the municipality) Rs.6,00,000

(vii) Residential flats occupied by the Managing Director Rs.10,00,000. The managing director is on whole time appointment and is drawing remuneration of Rs.2,00,000 per month.

(viii)
Residential house let out on hire for 200 days Rs.8,00,000

The computation should be supported with proper reasoning for inclusion or exclusion.

Question 17

Steel, Oil and Coal are partners in a firm engaged in the business of running a manufacturing unit in the municipal town of Siliguri having a population of more than 10,000 located in the State of West Bengal. Given below is the Balance Sheet of the firm as on 31st March, 2005:

	
	Rs. in lakhs
	
	Rs. in lakhs

	Partner’s Capital
	
	Urban Land
	300

	Steel
                        300
	
	Urban Land (Construction not allowed)
	700

	Oil
                        400
	
	Factory Land
	200

	Coal
                        200 
	900
	Residential House
	300

	Cash credit from bank


(Secured by hypothecation of stock and debtors)
	200
	Plant (WDV)
	120

	Term loan taken from bank (Secured by charge on gold and silver)
	1,200
	Factory shed
	400

	Creditors

	1,000
	Lorry (WDV)
	100

	Other liabilities

	600
	Stocks
	300

	
	
	Gold and Silver
	800

	
	
	Sundry Debtors
	180

	
	
	Advance Tax
	200

	
	
	Cash at Banks
	300

	

Total

	3,900
	
	3,900


Two urban lands are valued by independent valuer at Rs.550 and Rs.50 lakhs respectively. The market value of gold and silver on the balance sheet date is Rs.1,100 lakhs. The value of residential house as per Rule 3 of schedule III is Rs.350 lakhs.

Term loan was taken for purchase of : (a) plant and machinery Rs.300 lakhs;(b) Lands, the plots are of which are of equal size Rs.700 lakhs.

The residential house is occupied by partner Steel, who looks after the production activity of the firm.

Partner Oil is a non-resident for Income-tax purposes.

The partners share the profits in the ratio of 2 : 2 : 1.

Details of personal assets of the partners as on 31st March, 2005 are as follows :

	
	(Rs. in lakhs)

	Particulars
	Steel
	Oil
	Coal

	Shares of Companies
	40
	Nil
	Nil

	Cash in hand (in India)
	Nil
	0.75
	Nil

	Fixed deposit and other deposits with banks
	35
	32
	40

	Loan taken for making investment in the firm
	30
	Nil
	Nil

	Residential House in Nairobi, Kenya
	Nil
	400
	Nil


You are required to determine the assessable wealth of each partner as at 31st March, 2005 stating clearly the reason for inclusion or exclusion of each item.
Question 18
Mr.Vinod assessed to Wealth-tax furnished the following particulars as a valuation date 31st March 2000:

(i) His father Anand, who had both immovable and movable assets and assessed to wealth tax executed a will during his life-time appointing executors, related to Anand as uncles. Anand died on 30.09.1999.

(ii) The executors of the will pointed out that Late Anand did not file his returns of wealth for the valuation date 31.03.1998 and 31.03.1999.

(iii) The executors had completed partial distribution of Estate by 31st March 2000 and tax a consequence he was in receipt of immovable and movable assets valued at Rs.20 lakhs.

On these facts, you are consulted as to (a) How Vinod should proceed for filing his return of wealth as at 31.3.2000 and (b) What is his liability in respect of his late father’s Wealth-tax assessment, under the provisions of the Act.

 In the above facts, what would be position under the Wealth tax Act, if Anand has not executed any will?.   
