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|PCC & PCC NOVEMBER 2011
As per provisionsof AY 2012-13

solutions may be downloaded from

Question 1

Rao & Jain, a partnership firm consisting of twatpars, reports a net profit o

deduction of the following items:

(1) Salary of Rs. 20,000 each per month payable tovwanding partners @
by the deed of partnership).

(2) Depreciation on plant and machinery under sectib(c8mputed) 0

(3) Interest on capital at 15% per annum (as per tleel ad partn€rs gfamount of capital
eligible for interest Rs. 5,00,000.

0,000 before

thorized

Compute:
(i) Book-profit of the firm under section 40(b) of me=ta t,2961.
(i) Allowable working partner salary for the assessmear as per section 40(b) of the

Income-tax Act, 1961.

Question 2
Shri Madan (age 67 years) gifted a buildi

2011. The building fetched a rental inc
tax for the first half-year of Rs. 5,
half-year was not paid till 30-09-2
Incomes of Shri Madan and S

ion to his son's wife Smt. Hema on 01-10-
er month throughout the year. Municipal
1 and the municipal tax for the second

ammecfvom house property are given below:

Name Businessyi . Capital gain (Rs.) IGtberces (Rs.)
Shri Madan 50,000 (long term) 1,50,000
Smt. Hema ) 2,00,000 (short term) 50,000
Note: Capital gain d rel gain fronreband securities.

pto 31-10-2011 Rs. 50,000 p.m.

y from 01-11-2011 Rs. 60,000 p.m.
Note: Salary is due and paid on the last day ofyerenth.

(i) Dearness allowance @ 40% of basic salary.

(i) Bonus equal to one month salary. Paid in Octobéd 2t basic salary plus dearness allowance
applicable for that month.

(iv) Contribution of employer to recognized providenhduaccount of the employee @ 16% of
basic salary.

(v) Profession tax paid Rs. 3,000 of which Rs. 2,000 paad by the employer.
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(vi) Facility of laptop and computer was provided todfidor both official and personal use. Cost
of laptop Rs. 45,000 and computer Rs. 35,000 wegaiged by the company on 01-12-2011.

(vii) Motor car owned by the employer (cubic capacitgmgine exceeds 1.60 litres) provided to the
employee from 01-11-2011 meant for both officiald apersonal use. Repair and running
expenses of Rs. 45,000 from 01-11-2011 to 31-0220&re fully met by the employer. The
motor car was self-driven by the employee.

(viii) Leave travel concession given to employee, his aifd three children (one daughter aged 7
and twin sons aged 3). Cost of air tickets (econatags) reimbursed by the employer Rs.
30,000 for adults and Rs. 45,000 for three childBaiaji is eligible for availing exemption this

year to the extent it is permissible in law.
Compute the salary income chargeable to tax inhdmeds of Mr. Balaji for t &ment year

2012-13.

Question 4

Mr. Selvan, acquired a residential house in Janua®pl for R

in October, 2005. He sold the house property inoBat, 20

property was adopted as Rs. 80,00,000 by the

purpose. He acquired a residential house in J

20,00,000 in capital gains bonds issued by Nat

2012.

Compute the capital gain chargeable to tax%naﬂmssment ar 2012-13.

What would be the tax consequence and in whichsal ar it would be taxable, if the house

property acquired in January, 2011 is sol 000 in March, 20137

Cost inflation index: F.Y. 200Q-200
F.Y. 2005-2006\% 49
F.Y.2011-20 5
F.Y. 20 ssumed)

Question 5

ma ure of medicinesa(ptaceuticals), furnishes the following
information for the yé ed =2012:

()  Municipal tax relatm@ to office building Rs. 51@@ot paid till 30-09-2012.

(i) Patent acquired for R, 20,00,000 on 01-09-2011uarad from the same month.

(ii) Capi penditure o’ scientific research Rs. @O@ which includes cost of land Rs.

es.

(vi) Provident fund contribution of employees Rs. 5,60,8emitted in July, 2012.

(vii) Expenditure towards advertisement in souvenir pdléical party Rs. 1,50,000.

(viii) Refund of sales tax Rs. 75,000 received duringyde, which was claimed as expenditure in
an earlier year.

State with reasons the taxability or deductibibfythe items given above under the Income-tax Act,

1961.

Note: Computation of total income is not required.
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Question 6
Mr. Chandran (aged 38) owned 6 heavy goods vehidas 01-04-2011. He acquired 2 more heavy

goods vehicles on 1-7-2011. He is solely engagetienbusiness of plying goods vehicles on hire

since financial year 2007-08.

He did not opt for presumptive provision contaimedection 44AE for the financial year 2010-11.

His books were audited under section 44AB and e¢hem of income was filed on 5-8-2011. He has

unabsorbed depreciation of Rs. 70,000 and buslossof Rs. 1,00,000 for the financial year 2010-

11.

Following further information is provided to you: Q®

(i) Deposited Rs. 20,000 in Tax Saver Deposit with UE2Dk in the name of magtied son.

(i)  Paid medical insurance premium of Rs. 23,000 ferpairents (both aged_above, 70) by means
of bank demand dratft.

(iif) Paid premium on life insurance policy of his matrégaughter Rs. 25,000.

(iv) Repaid principal of Rs. 40,000 and interest of E5000 to Cana education
loan of his daughter, who completed B.E. two yeays. She i e pletion of
her studies.

Assuming that Mr. Chandran has opted for presuragrovisi onts in section 44AE of the

Income-tax Act, 1961, compute the total income of ®handran gessment year 2012-13.

Question 7

Brett Lee, an Australian cricket player visits_lador y financial year. This hasrbe
his practice for the past 10 financial year.‘deﬂi his residential status for the assessment year
2012-2013.

Question 8
On 10-10-2011, Mr. Govind (a ban

compensation from State Gover
during the financial year 2006-
Out of this interest, Rs. 1,50,00
year 2009-10; and R
legal expenses to r
How much of interes

5,00,000 towards interest on enhanced
ory acquisition of his land effected

haricial year 2008-09; Rs. 1,65,000 to the findncia
ancial @4 0-11. He incurred Rs. 50,000 by way of
suchneedacompensation.

ha ompensation woellchargeable to tax for the assessment year

2012-13?

e ssecified businesses eligimaleduction under section 35AD of the Income-

bility of TDS provisions and TDSoant in the following cases:

a) Rent paid for hire of machinery by B Ltd. to Mr.iRan Rs. 2,10,000.

b) Fee paid to Dr. Srivatsan by Sundar (HUF) Rs. 3500 surgery performed to a member of the
family.

Question 11

State with reasons whether you agree or disagrietie following statements:
a) Return of income of Limited Liability PartnershipLP) could be signed by any partner.
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b) Time limit for filing return under section 139(1) the case of Mr. A having total turnover of Rs.
45 lakhs for the year ended 31-03-2012, wheth@obopting to offer presumptive income under
section 44AD is 30th September 2012.

Question 12
Mr. Vaibhav started a proprietary business on 02040 with a capital of Rs. 5,00,000. He incurred

a loss of Rs. 2,00,000 during the year 2010-11ovW@come the financial position, his wife Mrs.
Vaishaly, a software Engineer, gave a gift of RO0®00 on 01-04-2011, which was immediately
invested in the business by Mr. Vaibhav. He eampdofit of Rs. 4,00,000 during the year 2011-12.
Compute the amount to be clubbed in the hands af Maishaly for the Assessgent Year 2012-

2013. If Mrs. Vaishaly gave the said amount as |edrat would be the amount ubbed?
Question 13
Mr. Batra furnishes the following details for yearded 31-03-2012:
Particulars Rs.
Short term capital gain ,40,000
Loss from speculative business 60,000
Long term capital gain on sale of land 30,000
Long term capital loss on sale of shares (secsritt cti aid) 1,00,000
Income from business of textile (after allowing ear de i0 50,000
Income from activity of owning and maintair"ng r 15,000
Income from salary 1,00,000
Loss from house property 40,000
Following are the brought forward losses:
(i) Losses from activity of ownifg an aintaipingyrduoarses-pertaining to A.Y. 2009-10 Rs.
25,000.

000 - Loss pertains to A.Y. 2004-05.
edsssnent Year 2012-13. Also state the eligible
r 2@L2-1

(i) Brought forward loss from busines
Compute gross total income of Mr."Bat
carry forward losses for the Ass emyY
Question 14

The gross total inco r. for the AssemsinYear 2012-13, was Rs. 12,00,000. He has
made the following inv ent/payments during teary2011-12-

Particulars Rs.
1 ! 25,000
2 25,000
3 50,000
4. 20,000
5. 30,000
6. 18,000
7. Mediclaim premium for parents (aged over 80 years) 30,000
Compute eligible deduction under Chapter VI-A foe Assessment Year 2012-13.

Question 15
Ms. Rachna was gifted a land by her father in Ddmam2002 at the occasion of her marriage. The

land was allotted to her father in November, 1992ast of Rs. 6 lac by DDA for commercial
purpose. She set up a nursery on land, earns R®fi2 lacs during the year 2011-12 from seedlings
grown in nursery. She sold the nursery to her &riahRs. 50 lacs in October, 2011. Her friend paid

Amendment Classes Revisionary Classes
Starting March 1, 2012 (approx. 6 lectures) March 27, 2012 (approx. 4 lectures)
Time Mon. to Sat. 2.45pm — 5.30pm Mon. to Sat. 2.45pm — 5.30pm
Venue AOC Connaught Place (23362250, 9313830650)
Fees Rs. 100/student Free




(
Www.saraogi.co.in ﬂ. 96546 24201 l > ]

Rs. 20 lacs in cash and Rs. 30 lacs in the forshafes. Market value of land on date of sale was Rs
90 lacs and shares Rs. 70 lacs. Rachna, with entioh to earn profit, invested Rs. 20 lacs in ebar
by purchasing shares for Rs. 15 lacs from Nati@atk Exchange and Rs. 5 lacs in subscription to
equity shares forming part of eligible issue ofitaby a public company. She spent Rs. 60,000 on
purchase of computers, Rs. 20,000 on net conngctand Rs. 2 lacs toward salary and other
expenses. She paid monthly rent Rs. 2,500 for p shnch was taken in October 2011, for trading
in shares. Depreciation rate on computers is 60%.

The value of shares purchased and sold duringdleare as follows:

Purchases including received from friend Rs. 8000, Q®

Sales Rs. 1,00,00,000
The market value of shares remains unsold as @B831012 is Rs. 40 lakhs. M &

= Made contribution of Rs. 20,000 to approved pengioil.
» Paid Rs. 25,000 to LIC for medical insurance premaf self and spouse

» Repaid loan Rs. 1,00,000 and interest Rs. 20,0(08Btotaken in Fel y er son’s
admission in Sri Ram College of Commerce B.Com.

» Invested Rs. 1,00,000 in long term infrastructwads.

= Contributed Rs. 25,000 to a research associatibithshas SO dertaking of scientific

research.
Rachna did not earn any short term capital gair
birthday yet. Compute the total income of Ms.
Assessment Year 2012-13. Cost inflation indexi
2011-2012 is 785.

e yeardRachna has not celebrated her 40th
ereon payable by her for the
-93 is 223, 2002-03 is 447 and

Question 16
Mrs. Deepali (aged 40 years), w

at Mumbai, has received the fol
employer:

Basic salary

Dearness allowance

[ pany Ltd., a manufacturer of tyres based
pa the financial year 2011-12 from her

.160,000 per month.
40% of basic salary.
hegowrt house omrhty rent of Rs. 15,000 and the same has
been provided for eo epali. Compamecovering Rs. 2,000 per month as rent of
house.

oe-tax Act, 1961.
‘ $ssional tax of Rs. 6,000 durmantial year 2011-12.
y one house and payment of inteefs. 1,75,000 and principal of Rs.

taken a loan of Rs. 2,00,000 fronetmgdoyer for study of her son. SBI rate for

s 10%. Her employer has recovered R60Q0as interest from her salary for such
loan during the year.

Compute taxable income and tax liability for aseess year 2012-13.

Question 17
Mr. Mithun purchased 100 shares of M/s Goodmoneyl@@d on 01-04-2006 at rate of Rs. 1,000

per share, in public issue of the company.
Company allotted bonus shares in the ratio of Db12-2010. He has also received dividend of
Rs. 10 per share on 01-05-2011.
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He has sold all the shares on 01-10-2011 at tleeofeRs. 3,000 per share through a recognized stock
exchange and paid brokerage of 1% and securitesdction tax of 0.02% to celebrate his 75th
birthday. The cost inflation Index are as follows:

Financial Year Cost Inflation Index
2006-07 519
2011-12 785

Compute his total income and tax liability for Assment Year 2012-13 assuming that he is having
no income other than given above.

®
Question 18
Mr. X retired from the services of M/s Y Ltd. on-B1-2012 after completin MBO years
e

and one month. He had joined the company in 198@eatge of 30 years and e following
on his retirement :
() Gratuity Rs. 6,00,000. He was covered under theneay of Gratuit
(i) Leave encashment of Rs. 3,30,000 for 330 days lealace inghi
30 days leave for each completed year of service.
(iif) As per the scheme of the company, he was offerear
by the company for Rs. 5,00,000. Company has re& from him for the car.
Company depreciates the vehicles at the ra ine Method.
(iv) An amount of Rs. 3,00,000 as commutation\@f penfao pension commutation.
(v) Company presented him a gift voucher worth rement.
(vi) His colleagues also gifted him a Television (LC Rs. 50,000 from their own
contribution.
Following are the other particulars :
() He has drawn a basic salary
from 01-04-2011 to 31-01-2012.
(i) Received pension of Rs. 5,000
commutation of pension.
Compute his gross total income the,abeve feseSsment Year 2012-13.

credited

hased on 01.02.2009

thdss allowance per month for the period

for theodef1-02-2012 to 31-03-2012 after

div ngaged in thesiness of roasting and grounding of coffee,
acs Ing the finangedr 2011-12. Compute the tax payable by him
ed any other income dilmnfgnancial year 2011-12.

de on the basis of actuarial valuafimn payment of gratuity Rs. 5,00,000.
0 payment on account of gratuity was nisedere due date of filing return.

(i)  Purchase of oil seeds of Rs. 50,000 in cash fréammnaer on a banking day.

(i) Tax on non-monetary perquisite provided to an eyg#dRrs. 20,000.

(iv) Payment of Rs. 50,000 by using credit card forifisirance.

(v) Salary payment of Rs. 2,00,000 outside India bgragany without deduction of tax.

(vi) Sales tax deposited in cash Rs. 50,000 with Staté Bf India.

(vii) Payment made in cash Rs. 30,000 to a transporgeday for carriage of goods
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Question 21

Mr. David, a Government employee serving in the istny of External Affairs, left India for the first
time on 31-03-2011 due to his transfer to High Cassion of Canada. He did not visit India any
time during the previous year 2011-12. He has veckthe following income for the Financial Year
2011-12:

Rs.
(i) Salary 5,00,000
(i)  Foreign Allowance 4,00,000
(i) Interest on fixed deposit from bank in India Q® 1,00,000
(iv) Income from agriculture in Pakistan 2,00,000
(v) Income from house property in Pakistan 2,50,000
Compute his gross total income for Assessment 2@h2-13.
Question 22
Compute the amount of tax deduction at source enfdhowing p . S Ltd.
during the financial year 2011-12 as per the piouss of the Incomestax
Sr. No. Date Nature of Payment
(1) 1-10-2011  Payment of Rs. 2,00,000 to Mr. S is having PAN.
(i) 1-11-2011 Payment of fee for techni S 25,000 and Royalty of Rs.

20,000 to Mr. Shyam who i '

(iii) 30-06-2011 Payment of Rs. 35,000 to M ir aflding.

(iv) 01-01-2012 Payment of Rs. 2,00;000 made toWMr. A for purchateliaries made
according to specificatio . Howewvsw, material was supplied

for such diaries to M
v) 01-01-2012 Payment made Rs. r. Bharat for compulsaquisition of his
house as per > rnment.

(vi) 01-02-2012 Payment of commiSsi . Oto Mr.Y.
Question 23
Mr. Gupta is having adi in@ss and his ifcpdnd Profit & Loss Account for the financial
year 2011-12 is as
Particulars Amount Particulars Amount
(Rs.) (Rs.)
To Opening stock 1,00,00@By Sales 70,00,000
To Purch 49,00,000 By Closing stock 50,000
To G Q 20,50,000
Tot 70,50,000 Total 70,50,000
Sala es (Including Contribution to PF) 5,00,000 By Gross Profit b/d  20,50,000
Donat Minister Relief Fund 1,00,000
Provisio debts 50,000
Bonus to employees 50,000
Interest on bank loan 50,000
Family planning expenditure incurred on employees 20,000
Depreciation 30,000
Income-tax 1,00,000
To Net profit 11,50,000
Total 20,50,000 Total 20,50,000
Other information:
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(i) Depreciation allowable Rs. 40,000 as per IncomeRiabes, 1962.

(i)  No deduction of tax at source on payment of intesasank loan has been made.

(i) Payment of bonus to workers made in the month odlir on the occasion of Diwali festival.

(iv) Out of salary, Rs. 25,000 pertains to his contrdng to recognized provident fund which was
deposited after the due date. Further, employeesilotion of Rs. 25,000 was also deposited
after the due date.

Calculate gross total income of Mr. Gupta for treséssment Year 2012-13.

Question 24 Q®
M/s. Dollar Ltd., a manufacturing concern, furnisttiee following particulars:
Rs.
(i)  Opening writing down value under Income-taxbtdck plant and machin 5,00,000
(i)  Purchase of plant and machinery (put to use b&b+£0-2011) ,00,000
(i) Sale proceeds of plant and machinery which becabsolete -
machinery was purchased on 01-04-2009 for Rs. @00, 5,000

Further, out of purchase of plant and machinery:

a) Plant and machinery of Rs. 20,000 has been indtadleffice

b) Plant and machinery of Rs. 20,000 was used prelyi e 0S usiness by the seller.
Compute depreciation and additional depreciati 5% ct, 1961 for the Assessment

Year 2012-13.

Question 25 ®

(i) State when a return of income can be treat
(i) An Assessing Officer finds a defect in
dated 09-10-2011, which waskeceixed b
Mr. Ram has to rectify the defec [

axiihad

iIncome and intimated the defect vide letter
4112-2011. What is the date by which
has not applied for extension of time.

Question 26

Discuss the taxability of agricult
computed where an individ

[in undee Income-tax Act, 1961. How will income be
agficulturad aon-agricultural income?

Question 27
Laxman, a registered r submits the followirigrmation for the month of February, 2012:
Particular Amount (Rs.) Rate of VAT

Details of i
erom another State (CST @ 2% 10,00,000
ased within the State 15,00,00 1%
imported from Singapore (includestoms duty 11,00,000

urchased within the State. 6,0D,00 12.5%

Details of Sales

Sale of goods produced from raw material X 27,00,0 4%
Sale of goods produced from inter-state purchaseiraported raw 32,00,000 1%
materials

Sale of goods produced from raw material Z 8,00,00 12.5%

Note: The purchase and sales figures given abovetdmclude VAT / CST.
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Assume that there was no opening or closing invgntdompute the amount of Value Added Tax
(VAT) payable by Laxman for the month of Febru&§12.

Question 28
Explain the role of Chartered Accountants in progmmpliance of VAT.

Question 29

State any two benefits and two drawbacks for aedleaho opts for composition scheme under VAT

as per White Paper. Q®

Question 30

State with reasons whether the following are tnutakse in the context of VAT

() No declaration form is prescribed under VAT system.

(i) Taxpayer's Identification Number (TIN) is a 10 digipha numeral.

(i) Self-assessment concept on deemed basis is ohe iohportant feat %
. )

em\White Paper:

(iv) Set off of input tax credit on capital goods isitatde only to m a o traders
Question 31

Ashok, purchased raw material 'A' for Rs. 30,00,006 VAT, . O uch raw material 60%
was used for manufacture of taxable goods an ini ufacture of goods which are
exempt from VAT.

Another raw material 'B' was purchased for Rs. AT was paid at 1 %. Entire
raw material' 'B' was used for manufacture oOf téxgoods on

The entire taxable goods were sold for Rs. 50, Vv 12.5%.

Compute VAT liability of Ashok on the as
Note: Ashok is not a dealer who ed fer

iorathhere was no opening or closing inventory.
ibgheme.

Question 32
Briefly explain the benefits of t m'ef C cking under VAT as per White Paper.

Question 33

X Co. furnishes yot

Question 34

The following particulars are provided by Mr. Probf Calcutta, who has purchased raw materials
for manufacturing PVC Cans and PVC Pipes from Mxi#d. The State VAT for raw materials and
other materials was 12.5%.

Rs.
1. Cost of raw materials purchased 1,00,000
2. VAT paid by Mr. Arvind 12,500
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3. Cost of other materials-Local 20,000

-Interstate purchases 40,000
4. VAT paid on local materials purchased -12.5% 2,500
5. CST paid @ 2% 800
6. Manufacturing expenses 39,200
7. Profit margin (on Sale Value) 20%

Mr. Prohit utilized and manufactured 75% of prodctas PVC cans and 25% of production as
PVC pipes. While PVC cans are subject to 12.5% VRV pipes are exempt. All materials were
used in production and there was no closing stbc&w materials and other matgrials.

What would be the invoice value of sales charged/byProhit if all the manufactdared goods were
sold within the State? What would be his liabitiyVAT?

Question 35
Briefly explain the consumption variant of VAT arghsons for its preferé ariants.
Question 36
Chandra Limited started providing taxable servidds service ca ble from 1-10-2011.
Chandra Limited for the month of March, 2012, reedifollowing¥eceip clusive of service tax)
S. No. Particulars Amount
(Rs.)
1. Amount received in respect of services rend gust, 2011. 10,30,000
2. Services provided to the Branch of World Heé&ltiganisation -a unit of UN. 1,03,000
3. Services rendered to its auditors againSideeiP 5,15,000
4. Advance received for services to hé*fe 6,18,000
5. Services prowded to offi 20,000

operations from 31-03- 2012.

Compute the taxable services yabMarch, 2012 by Chandra Limited.

Question 37
Whether service ta abl i endent @ireavho are part of the Board of Directors under
management consu er

vice tax of RS. 8 lacs during thecpding financial year and utilized CENVAT credit
er‘e is required to deposiicetax electronically for the FY 2011-12.

following in reference to sergitax:

of service tax liability in case obb work.
(i) Exemption available to small scale service prowader
(i) Liability of service tax in case of sponsorshipvesss.
(iv) Liability of service tax in case of export of sexws.

Question 40

State the liability of service tax in respect o fiollowing services.
(i) Services provided for personal use or use by tmyanembers of a foreign diplomatic agent
in a foreign diplomatic mission.
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(i)  Services provided for issuing fitness certificat@@hicles by Regional transport office.
(iii) Services received from outside India and consumedia.
(iv) Services rendered to a friend free of cost.

Question 41

State the service tax provisions regarding adjustnoé service tax paid when service was not
provided either wholly or partly.

Question 42 Q®
Briefly explain the important points to be kepnmnd while paying service tax.
Question 43
Vikas Coaching Centre, engaged in commercial tngirand coaching iC nishés you the
following information and the amounts received bfpr the half-year end

Rs.
Coaching fee for Civil Service examinations ,50,000
Postal coaching fee for University examinations 2,40,000
Sports coaching fee from a local college 1,10,000

Fee for management diploma of a foreign univer@ighrec@gnized By, law in force in  4,40,000
India)

Coaching and training provided by sending stath rvice receivers. 6,40,000
Determine the value of taxable service. Youranswest be reasons.
Question 44

() When does e-payment of ser co tory
(i) State the 'due date' for e-paymengofiserv uals and companies.

Question 45
M/s ABC & Associates (a partnership ) 18 engdge providing consulting engineering services.
For the quarter endi e 1, s grossptecwere Rs. 18,00,000. The break-up of these
receipts are as foll

p d

Month in which servi Receipt
(Rs.)
March, 2011 (includes 1,00,000 for the servicesdered to an internationadt,00,000

S Iﬁ 1,25,000 for the servicesdered within the Indian territorial3,00,000

(includes Rs. 1,75,000 for servieedered to its associated enterprise)  5,00,000
cludes Rs. 1,50,000 for serviegmlered in the State of Jammu &,00,000

In the financial year 2010-11, M/s ABC & Associgtésd paid Rs. 2,06,000 as service tax (@
10.3%). State the amount of service tax payabléhquarter ending December 2011.

Question 46
Explain optional composition scheme under senagedr distributor or selling agents of lotteries.
Question 47
State the contents of Service tax return.
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Question 48

Write short notes on Service Tax Code Number aadHjective sought to be achieved thereunder.
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