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MADF 

Answers to questions are to be given only in English except in the case of candidates who 

have opted for Hindi Medium. If a candidate has not opted for Hindi Medium, his/her 

answers in Hindi will not be valued. 

Question No. l is compulsory. 

Answer any four questions from the remaining five questions. 

In case, any candidate answers extra question(s)/sub-question(s) over and above the 

required number, then only the requisite number of questions first answered in the answer 

book shall be valued and subsequent extra question(s) answered shall be ignored. 

Wherever necessary, suitable assumptions may be made and disclosed by way of a note. 

Working notes should form part of the respective answers. 

All questions relate to Assessment Year 2018-2019, unless stated otherwise in the 

question. 
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(2) 

MADF Marks 

1. (a) SOK Ltd. is engaged in the manufacture of textile since 01-04-2010. 14 

Its Statement of Profit and Loss for the previous year ended 

31st March, 2018 shows a profit of t 600 Lakhs after debiting or 

crediting the following items 

(i) Depreciation charged on the basis of useful life of assets as per

Companies Act is t 40 Lakhs.

(ii) Industrial power tariff concession oft 3.5 Lakhs, received from

State Government was credited to P & L Account.

(iii) The company had provided t 25 Lakhs being sum fairly

estimated as payable with reasonable certainty, to workers on

agreement to be entered with the workers union towards

periodical wage revision once in every three years.

(iv) Dividend received from a foreign company t 10 Lakhs;

(v) Loss t 25 Lakhs, due to destruction of a machine worth t 30

Lakhs by fire due to short circuit and t 5 Lakh received as scrap

value. The insurance company did not admit the claim of the

company on charge of gross negligence.

(vi) Provision for gratuity based on actuarial valuation was f 400

Lakhs. Actual gratuity paid debited to gratuity provision account

was t 275 lakhs.
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(4) 

MADF Marks 

(b) X Ltd., a resident Indian Company, on 01-04-2017 has borrowed\' 100 6 

crores from Mis. A Inc, a Company incorporated in US, at an interest

rate of 9% p.a. The said loan is repayable over a period of 10 years.

Further loan is guaranteed by Mis B Inc incorporated in US. Mis. K

Inc a non-resident, holds shares carrying 30% of voting power both in

Mis XLtd. and Mis B. Inc. Mis K Inc has also deposited f 100 crores

with Mis A Inc.

Other information

Net profit of Mis X Ltd. was \' 10 crores after debiting the above

Interest, depreciation of\' 5 crores and Income Tax of, 3.40 crores.

Calculate the amount of interest to be disallowed under the head

Profits and Gains of Business or profession in the computation of Mis

XLtd.

Substantiate your answer with reasons.

2. (a) Mis. Gomati P Ltd., a closely held company is in the business of 8 

growing rubber. The profit & Loss account for the year ended 

31-03-2018, of the company shows a Net profit f 37.65 crores after

debiting Depreciation off 30 .crores. 

The company has provided the following additional information. 

(i) The company has deposited f 30 crores in a special Account with

NABARD on 29-04-2018.
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(6) 

MADF Marks 

(b) The Gross Total. Income of Mr. Bharadwaj who is a· resident of 6 

Varanasi for the year ended 31-03-2018 is, 15 lakhs.

Further

(i) He has contributed f 2 lakh towards Clean Ganga Fund set up by .

the Central Government.

(ii) He has incurred medical expenditure of f 50,000 towards surgery

for his grandmother who is 85 years of age. (No Premium is paid

to keep in force an insurance on her health)

(iii) He has donated f 2 lakhs in cheque and f 50,000 in cash to a

political party during its annual conference of which he is a

member.

(iv) Repayment of housing loan instalment of f 1 lakh during the

financial year to his employer XYZ Private Limited.

Discuss the allowable deduction to Mr. Bharadwaj from the above 

information. 

(c) Amrutha is a resident Individual. She has income from the following 6 

sources:

(i) Taxable income from- a Sole-Proprietary concern in Kochi f 50

lakhs.

(ii) Share of Profit from a Partnership firm in Chennai f 30 Lakhs.
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(10) 

MADF Marks 

( c) Surat Limited, engaged in the business of . textiles also effected the 4 

sales and purchase of shares of other companies. It suffered loss from

such transactions

( 1) Whether such company cah set off its losses from share trading,

from the profit of textile business.

· (2) If principal business of such c011wany· is sale and purchase of

shares of other company then what would be your answer ? 

(d) Amar P Ltd., Bangalore is engaged in IT Enabled services. It is the 6 

subsidiary of ABC Inc in US. It also provides similar services to a

company SAK Ltd. at Singapore. Its billings and other information is

as given hereunder

(i) Billings per month to ABC Inc.

(ii) Billings per month to SAK Ltd.

USD 85000 

. USD70000 

(iii) ABC Inc has provided a loan of USD 100000 to Amar P Ltd.

towards purchase of hardware for executing its project. Rate of

interest charged for the said loan is at 3% ,.a.

(iv) Direct and indirect cost incurred are USD 100 and USD 200 per

hour respectively.

(v) Amar P Ltd. works 9 hours per day for 15 days to execute the

projects for ABC Inc and 8 hours per day for 15 days to execute

projects for SAK Ltd. Service was provided by the company to

both its customers throughout the year.
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