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MODEL EXAM – June 2011 Exam

APPLIED DIRECT TAXATION
PART-A
I. Fill in the blanks:                                                                        (10X 1 = 10marks)
1. Any leave encashment received during period of service is always -----------.
2. In case of deemed let out property ------------ is non existent.

3. A non-resident is a person who fails to fulfill -----------------.
4. The concept of aggregation can be applied only if agricultural income exceeds ---------- per annum.

5. Deduction u/s 32 pertaining to depreciation is a ---------------- charge.

6. Surcharge on income tax is payable by a domestic company at ---------- rate.

7. Income from agriculture from a land situated outside India is ----------- to tax.
8. Employer’s contribution to unrecognised provident fund and interest thereon is taxable as ----------------.

9. The basic exception to rule of charging income from house property in hands of owner is ---------------.

10. Maturity proceeds of keyman insurance policy received by an employer are taxable under -------------.
II. Choose the correct answer:                                                                   (6 X ½ = 3 marks)
1. The maximum amount of exemption available for a senior citizen being women is:

     (a) 1,60,000

     (b) 2,40,000

     (c) 1,90,000

     (d) None of the above

2.   Income which accrues or arises outside India from a business controlled from India is taxable in case of:

      (a) Resident only

      (b) Not ordinarily resident

      (c) Both ordinary and not ordinary resident  
      (d) Non-resident

3.  A is entitled to children education allowance @ Rs 80 p.m per child for 3 children. It will be exempt to the extent of:
     (a) 200 p.m

     (b) 160 p.m

     (c)  240 p.m

     (d)  100 p.m  

4. In case deduction u/s 35 for scientific research expenses, deduction for cost of building shall be taken at:
     (a) 100%

     (b) 175%

     (c)  200%

     (d) 125%    

5. XYZ Ltd was incorporated on 01.10.2010 and commenced its operation on the same date. Its assessment year shall comprise of:
       (a) 12 months
       (b) 6 months 
       (c) 3 months
       (d) 7 months
6. An assessee under the IT act includes any person:
       (a) by whom tax is payable

       (b) to whom refund is due

       (c) Against whom proceeding is pending under the act.

       (d) All of the above.
III. True or False:





(4X ½ = 2marks)     
1. Assessee is always a person but a person may or may not be an assessee.
2. Depreciation is allowable only in case of tangible assets.
3. Unrealized rent would be charged to tax u/s 25AA in the year of receipt in hands of assessee whether or not he continues to be the owner.

4. Exemption u/s 10(13A) pertaining to HRA can be claimed by an assessee who resides in his own accommodation.

PART – B
IV. Distinguish the following (Any 5)                                                (5 x 4= 20 marks)
1. Let out property and deemed let out property.

2. Short term capital gain and long term capital gain.

3. Commuted and Uncommuted pension.

4. AOP and BOI
5. Specified and non-specified employee

6. Resident and Non-resident

V. Answer the following with reasons (Any five)                              (5X7 = 35 marks)
1. a. During the previous year 2010-11, X a foreign citizen, stayed in India for just 69 days. Determine his residential status for the assessment year 2011-12 on the basis of the following information:

(i) During 2007-08, X was present in India for 365 days.
(ii) During 2004-05 and 2003-04, X was in Japan for 359 and 348 days respectively and for the balance period in India.

b. Explain the deduction available u/s 35 w.r.t Scientific research under IT Act.

2. a. The following are the particulars of Income of R for the previous year 2010-11:
Particulars





Amount

1. Capital gain on sale of property at Delhi received in USA

1,80,000

2. Income from business in USA controlled from Delhi

 2,20,000

3. Income from a business in Bangalore controlled from USA
 3,80,000

4. Rent from property in USA received there but remitted to India

    at later date







 6,00,000

5. Interest from deposits with an Indian company received in USA      40,000

6. Profits for the year 2009-10 of a business in USA remitted to

    India during the previous year 2010-11 (Not taxed earlier)
 1,75,000

7. Gifts received from parents                                                              4,45,000  

8. Interest payable by Indian government for use of Royalty rights    1,00,000

Compute his income for assessment year 2011-12 if he is a :

(1) resident and ordinarily resident

(2) Resident but not ordinarily resident

(3) Non-resident

b. Explain the perquisite valuation with respect to educational facility provided by the employer.

3. X was employed with ABC Ltd and retired from the services on 01-01-2011 after rendering a service of 26 years and 8 months. At the time of retirement he received gratuity of Rs.3,30,000 and leave encashment was Rs.1,85,000. Employer offers 45 days leave for each completed year of service. Leave to the credit (as per employer terms) is: 15 months. His last drawn salary comprises of Basic: 24,500 and DA: 3,500 (60% forms part of retirement benefits). Salary before 6 months was Basic: 24,000 and DA stands at same amount. He received proceeds from RPF: Rs.3,25,000. Compute the taxable salary for assessment year 2011-12.
4. Mr. Shamshad sells his house property, acquired in 1975 for Rs.2.5 lacs, for a consideration of Rs.80 lacs in April, 2010. Cost of improvement incurred for this property in June 1985 was Rs.1.5 lacs and in August 2000 was Rs.3 lacs. Expenses incurred for effecting sale is Rs.1.5 lacs. He acquired a new house property during September for a consideration of Rs.10 lacs. Compute the taxable capital gains by assuming that the fair market value as on 1.4.81 at Rs.10 lacs for assessment year 2011-12.

5. R is engaged in business of transportation of goods. On 01-04-2010 the WDV of his various assets are furnished below:
	Particulars
	Rate of depreciation
	Amount

	A. Office building (2nos)

B. Commercial vehicles(6 nos)

C. Car (3 nos)
	10%

30%

15%
	9,20,000

30,50,000

2,10,000




During the year, he sold one of the commercial vehicles which was over 15 years old for Rs.60,000. It was replaced by another vehicle at the cost of Rs.9,00,000 on 01-11-2011. A new motor car was purchased on 16-10-2010 for Rs.3,50,000. on 15-03-2011 one of the existing motor car was disposed for Rs.55,000. Compute the allowable depreciation u/s 32. 
6. Dushyanth was employed with XY Ltd on a basic salary of Rs.5000 per month. He is also entitled to dearness allowance @ 60% of basic salary, 50% included for retirement benefits. The company gives HRA of Rs.3000 per month which was increased to Rs.3500 per month w.e.f 01-02-2011. He also got an increment of Rs.500 in his basic salary w.e.f 01-02-2011. Rent paid by him during the previous year 2010-11 is as under:
April and May, 2010 – Nil, as he stayed with his parents

June to October, 2010 – Rs.3000 for an accommodation at Ghaziabad

November, 2010 to March,2011 – Rs.4000 per month for an accommodation in Delhi.

Compute the gross salary for assessment year 2011-12.

7. a. Siddharth , is employed with Xansa Ltd and the details of his salary and allowances are as under:
	Particulars
	Amount

	Basic pay


House rent allowance

City compensatory allowance

Reimbursement of medical expenses

(Incl Rs.8,000 spent in a government hospital)
	50,000 p.m

12,000 p.m

     300 p.m

24,000 p.m


He is given a motor car of 1400 cc engine capacity and is entitled to use it both for office and private purposes. He is also given the facility of driver w.e.f 01-10-2010. He is also provided with facility of gardner and watchman by his employer for which employer pays Rs.500 p.m to each such employee. 500 shares of face value Rs.10 each given to him free of cost under ESOP. The market value of the shares is Rs.10,000. 

He contributes 15% of his salary to recognized provident fund to which employer contributes a similar amount. Interest credited to RPF @12 % p.a is Rs.84,000. The company has taken a personal accident policy for which annual premium of Rs.1,500 is paid by the employer.
Compute the taxable salary of Mr.Siddharth for assessment year 2011-12.


b. Maintenance of books of accounts u/s44AA 
PART - C

Answer any Two of the following 




(2X 15 = 30 marks)
1. Sanjay is employed with ABC Ltd. He submits the following particulars of his salary income:
(i) Basic salary





30,000 p.m

(ii) Dearness allowance




15,000 p.m

(iii) A company owned accommodation is provided at varnasi (population 16 lakhs)

(iv)  Free use of computer for his son studying in a school. The computer was purchased by the company on 01-06-2010 for Rs.1,00,000 and it was sold to Sanjay for Rs.15,000 on 05-11-2010.

(v) The company had given him a loan of Rs.6,00,000 on 01-06-2010 for wedding of his daughter. The entire loan is still outstanding (SBI Interest is 12% p.a)

(vi) Free food in office for 300 days. The value per meal is Rs.70.
(vii) Gift of watch on annual foundation of company valued at Rs.16.000.

(viii) The company had purchased a motor car on 05-04-2006 for Rs.10,00,000 and it was sold to sanjay for Rs.2,10,000 on 02-04-2010. car is not used by sanjay.
(ix) The company had purchased video camera for Rs.1,20,000 on 01-06-2007 which Sanjay has been using for his personal purposes then. The camera was sold for Rs.50,000 on 01-11-2010.

Compute his gross salary for the assessment year 2011-12.

2. Mr.satish owns 3 residential house and the details of the same are furnished there under:





         House I
            House II               House III

Nature of property


         Let-out              Self-occupied   Self- occupied

Standard rent                                                1,30,000                  96,000                  75,000

Fair rent



          2,20,000               2,10,000              2,25,000
Municipal valuation                    
          2,15,000               2,18,000              2,40,000


Actual rent                                                    27,500/pm              ---                         --- 

Municipal taxes paid                                      2,400                    3,000       
          5,400

Repairs



            Nil
                3,000                     6,000

Ground rent                                                    1,500                      ----                      4,500 


Loan borrowed                                             2,00,000               3,00,000               4,00,000    
Date of loan 


                   01-07-2005           01-04-2006 
     01-10-2007

Rate of Interest                                                10.5%                    9.75%                  10.25%

Date of commencement of constn              01-12-2005            01-07-2006       01-02-2008

Date of completion                                     01-10-2008            01-05-2009       01-01-2011 
Computation of Income from house property for assessment year 2011-12.      
3. M/s. ABC industries, is a partnership firm. The following particulars are for the previous year relevant to the assessment year 2011-12:

Profit and Loss account for the year ending March 31st’ 2011


             Rs


                          Rs

Salary to staff


                13,000       Gross profit                            2,75,000

Salary to partners:
                                              Income tax refund                       5,500 

Jaswanth: 60,000
Interest on fixed deposit             4,500

Singh      : 30,000                                     90,000
Bad debts recovered

Staff welfare expenditure    
                   6,000      (previously not allowed as             750

General expenses                                     36,500

deduction)                                   

Bad debts                                                   3,000


Fire insurance


                   4,000      

Advertisement expenses                          11,000                                            

Interest on Partner’s capital:

 A: 10,000

B     6,500                                        16,500      

Interest on loan paid to Financial  

                                      Institution            4,250  

Expenditure on acquisition 

Of a Know-how on 1st march’11               2,800

Depreciation on other business assets     16,000

Provision for Income tax                           3,000

Contribution to a political party                1,500

Payment to a scientific research 

Institution for carrying out scientific

Research                                                    6,250

Net profit                                                 71,950 


                                                               2,85,750                                                     2,85,750
Other information:
1. Salary to a staff include salary paid to a relative which is unreasonable to the extent of Rs.3, 500.

2. General expenses include an amount of Rs.25,000 paid in cash.

3. Interest on partner’s capital is paid at 15%.

4. One of the partners Mr. Singh is a Non-working partner.

5. Interest on loan paid to financial institution is paid on 1st October’2011.
Compute the taxable business income of the firm for the assessment year 2011-12.
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