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Hello, dear friends,

In continuation of our efforts for your success, Revisionary test paper has been prepared.  This contains complete paper alongwith solutions and the amendments made by the Finance Act 2007.

An Answered Prayer
· I asked for prosperity,

        And God gave me brain,







And brawn* to work!


*Physical strength
· I asked for love,

And God gave me,

Troubled people to help!

· I asked for favours,

And God gave me,

Opportunities to grab!

· I asked for strength,

And God gave me diffi-

-culties to make me strong!

· I asked for wisdom,

And God gave me,

Problems to solve!

· I asked for courage,

 And God gave me,

  dangers to overcome!

· I received nothing I wanted

I got everything I needed

Friends you must be feeling very tense.  This tension is created by the institute to develop more capabilities in you, so that you are prepared for the future challenges.  

It is said that the maximum development of the world took place during two world wars.  Because it is only during challenges that our mind becomes creative and our capabilities increase.

Therefore take this tension as a challenge and just think that God has given you this opportunity to grow.

Before the examination day

1. Don’t waste any time on checking the paper of Cost & FM.  Just think what next.

2. Keep in mind that the person who starts early always stays ahead.  So don’t get relaxed.  Don’t think you have two days and you will work slowly.  Don’t unduly stick to one topic.
3. Allocate time for each and every topic before starting the revision and don’t at all exceed those limits. Following should be a tentative time plan for revision:-

CST/ Service Tax & VAT


2 hr 30 minutes

AP and Appeal



2 hr

Status




30 minutes

Salary




2 hr

House Property



10 minutes

Capital Gain



2 hr

PGBP




2 hr 30 minutes

Other Sources



30 minutes

Clubbing & C/f



30 minutes

Deductions



1 hr  30 minutes

Trust and Agricultural 


30 minutes

Miscellaneous



30 minutes
Total




16 hours
4. Don’t try to recall the things; just try to read the topic.  Just keep on reading, don’t think whether you will be able to recall or not in the examination hall. 

You will be definitely able to recall the topics provided you have gone through that topic before examination day.  

5. Don’t at all compromise on your sleep. If you are fresh then you will solve even the most difficult questions and vice-versa. 

And as per Dr. Bruta before sleeping take bath, it will give you good sleep.

So, please, take proper sleep and not only in this paper but in all the papers.

In the examination hall:-

1. Don’t rush to attempt the question paper.  First go through the entire question paper and select your best and shortest possible question.

2. Even in the most difficult papers, there are always few questions which are very easy.  If you once start doing easy questions, your confidence boosts up and you are able to do even the difficult ones.  Therefore, instead getting demoralized from difficult questions, try to search for the easier ones.

3. Allocate time for each question and don’t exceed the limits.

4. Don’t leave numerical questions for the end, try to attempt them somewhere in the middle.

And finally friends, it is said that great battles are always won at the end.  You still have lots of time.  If you work with regularity and discipline then your success is definite.  Relax and work hard.

For successful people there is only one second of tension and all, all the remaining seconds of work

With Best Wishes

        Ajay Jain
AMENDMENTS APPLICABLE FOR NOV 2008 

Note – Page No. given in these amendments belong to 8th edition of Income Tax notes by CA. Ajay Jain

1. Perquisites taxable in the hands of employees (Pg-25)

Perquisites taxable in the hands of employees

The value of following facilities provided by an employer, who is NOT LIABLE to pay fringe benefit tax under chapter XII-H (i.e. Individual, HUF, Charitable trust, Political parties), shall be taxable in the hands of employee, calculated in the following manner:-

(i) Value of travelling, touring, accommodation and any other expense on holiday 
Actual expenditure incurred by employer shall be taxable.

However if 

(a) the facilities are maintained by the employer and not available to all employees uniformly

      the value at which such facilities are offered by other agencies to public shall be taxable.

(b) If the official tour is extended as a vacation      the value shall be taken only for the extended period

(c) If any member of household accompany the employee on official tour

    the value shall be expenditure incurred on such member of household.

Note: The above rules are not applicable to LTC.

(ii)  
Personal journey for employees of transport undertakings- The value shall be 

the amount at which such services are offered by the undertaking to the general public.

However nothing in this provision shall apply to the employees of an airline or the Railways.

(iii) Gift, voucher or token


The amount of such gift shall be taxable as perquisite.



However nothing shall be taxable if value of such gift in aggregate during the previous


year is  upto Rs. 5,000


CBDT has clarified that

· the amount only in excess of Rs. 5,000 shall be taxable 

· if gift is by of cash or by way of gift voucher/cheque convertible in cash, then entire amount shall be taxable. 

(iv) Free Meals

 Actual expenditure incurred by employer shall be taxable.

However nothing shall be taxable in the following cases

(a) Tea or snacks provided during office hours.



The board has clarified that tea includes coffee, soft drink and other non-alcoholic beverages. 

(b) Free Meals  - during office hours – 

· at the office premises or 

· through paid vouchers which are not transferable and usable only at eating joints

(The value in both the above cases should not exceed Rs. 50 per meal. The amount only in excess of Rs. 50 shall be taxable. )

· in a remote area or offshore installation

(v) &  (vi)
Credit card or club expenditure
(a) If expenditure are wholly and exclusively for official purpose – Nothing is taxable, if

(1) complete details of such expenditure which may include the date, nature and necessity of the expenditure, is maintained.

(2) Employer certifies that such expenditure was exclusively for official purposes


(b) In other cases – the actual expenditure incurred by the employer shall be taxable.
Notes:

(a) The expenditure includes membership, annual or periodical fees.

(b) If the employer has obtained corporate membership of the club , the initial fees paid for acquiring such membership shall not be taxable.
(c) Expenditure on use of health club, sport and similar facilities provided uniformly to all employees, shall not be taxable.

 (viii) Valuation of motor Car



Owned or hired by employer










                  owned by employee

           and used












            and used











exclusively  for                  exclusively  for

partly  offical and 


      exclusively  for
partly  offical and    
          fully 

official purpose
      private purpose

partly personal


      official purpose
partly personal          
            for

                                                                                                                                                                                                           


       private 













       Nil if specified         Actual expenditure                use

il if specified
        Runn. & main- Actual
                Runn. & main expenses by
 
       Documents

Less: 1,200/1,600

Documents
       Chauffeur      - Actual






       maintained
Less: 600 Rs. for  
         actual

maintained
       Wear & Tear 10%p.a. of           employer


      employee


  
chauffeur

       amount

       
                cost Or









(Rs. 600 for any





  hire charges

         Upto 1.6 ltrs

Upto 1.6 ltrs


  other vehicle)








         cubic capacity

cubic

            

However if 








          Rs. 1,200 p.m.

capacity


actual expen.












Rs. 400 p.m.


for official purpose








          Exceeding 1.6 ltrs
Exceeding
         

is more than the 








          Rs. 1,600 p.m.

1.6 ltrs



limits then actual

  






     


Rs. 600 p.m.


expenditure can be

      Add Rs. 600 p.m. if chauffeur is also provided.

deducted by maintaining









specified documents
Notes: 

(i) Specified documents

1. The employer has maintained complete details of journey undertaken for official purpose which may include date of journey, destination, mileage and the amount of expenditure incurred thereon

2. The employer gives a certificate that expenditure was incurred wholly and exclusively for official purposes.

(ii) If employee has been provided with more than one car, which are not used exclusively for official purposes then

(a) value of one car shall be 1,200 or 1,600 Rs. + Rs. 600 p.m. for driver (if any) as the case may be and

(b) the value of other cars shall be as if they are used exclusively for personal purposes.

2. The following Sections have been deleted from the chapter of  Assessment Procedure & Appeal :-
	S. No
	Section 
	Page No.

	1
	Self assessment u/s 140A
	118

	2
	Notice to file return and A/c’s u/s 142(1)
	119

	3
	Special Audit Section 142(2A) to 142(2D)
	119

	4
	Summary assessment u/s 143(1)
	119

	5
	Scrutiny assessment u/s 143(2) & (3)
	120

	6
	Best Judgment Assessment u/s 144
	120

	7
	Income Escaping Assessment u/s 147
	120

	8
	Service of notice u/s 148
	121

	9
	Time limit & Exceptions to the time limit u/s 149(1)
	121

	10
	Sanctions for issue of notice u/s 151
	122

	11
	Rates of Tax u/s 152
	122

	12
	Time limit for Completion of Assessment u/s 153
	122

	13
	Rectification of mistake u/s 154
	124

	14
	Appeals to Commissioner (Appeals) u/s 246A
	125

	15
	Procedure for filing Appeal  u/s 249
	125

	16
	Procedure in hearing appeal u/s 250`
	125

	17
	Powers of the commissioner u/s 251
	126

	18
	Appeal to ITAT u/s 253
	126

	19
	Order of ITAT u/s 254
	126

	20
	Appeals to High Court u/s 260A
	126

	21
	Appeal to Supreme Court u/s 261
	126

	22
	Revision of orders prejudicial to revenue u/s 263
	127

	23
	Revision of orders prejudicial to assessee u/s 264
	127


Service Tax
3. Secondary & higher education cess in Service Tax (pg-148)

SHEC  @ 1% will be levied on service tax in addition to the Education cess u/s 95 of the Finance Act, 2004.
4. General Exemptions for all services:-
Service tax has been exempted on services whose aggregate value does not exceed 8 lakhs  10 Lakhs if the aggregate value of taxable service by a provider does not Rs. 8 lakhs  10 Lakhs in the preceding year.
5. Rule 7B of STR, 1994 (pg-147):-
An assessee may submit a revised return in Form ST – 3, in triplicate, to correct a mistake or omission, within a period of ninety days from the date of submission of the return under Rule 7.

Time Allowed – 3 Hours
   



                          Maximum Marks - 100

Answers to questions are to be given only in English except in the cases of candidates who have opted for Hindi medium.  If a candidate who has not opted for Hindi medium, answers in Hindi, his answers in Hindi will not be valued.

Answer all questions

1. (a) 
Mr. Suresh and Mrs. Suresh are foreign citizens. During the previous year 2007-08, Mr. Suresh and Mrs. Suresh have the following income. 

Particulars 
Mr. Suresh 
Mrs. Suresh 


    Amount
      Amount


          (Rs.)
      (Rs.)


(i)  
Interest on company deposits in India
50,000
7,50,000


(ii)
Income deemed to be received in India
35,000
   60,000

(iii) Income from business situated in Nepal and
70,000
   42,000



controlled from India (40 per cent is received 


in India and 60 per cent is received outside India)
(iv) Dividend declared by an Indian company
35,000
   50,000

(v) Salary received in India for services rendered  
97,000
   90,000


outside India


(vi) Interest received from the Government of India
60,000
   21,000


(received outside India)

(vii) Interest received from a foreign company 
80,000
   7,000


outside India (on capital which is utilized 


outside India)

(viii) Income from a business in France, controlled 
42,000
   97,000


from Mumbai

(ix) Royalty received in India from the Government
15,000
   7,000


of India


(x) Royalty received in India from a non-resident 
22,000
   10,000


in respect of technology used by such person 


outside India


(xi) Agricultural income in Europe
58,000
   76,000

From the above particulars ascertain the gross total income of Mr. Suresh and Mrs. Suresh for the A/Y 2008-09, if Mr. Suresh is a resident but not ordinarily resident in India and Mrs. Suresh is non-resident in India. 

       (10 marks) 

 (b)
Following are the details of income provided by Mr. Ramaswamy for the year ending 31.3.2008: 

(i) Rental income from property at Chennai Rs. 5,00,000, Municipal Value – Rs. 4,00,000; Standard Rend – Rs. 3,50,000, Fair Rent – Rs. 3,00,000. 

(ii) Municipal tax paid to Municipality, Current year – Rs. 40,000, Arrears – Rs. 1,60,000.

(iii) Interest on loan borrowed towards major repairs to the property – Rs. 1,40,000.

(iv) Arrears of rent from property at Hyderabad which was sold on 10.04.2005 – Rs. 25,000.

Mr. Ramaswamy furnishes the following additional information regarding sale of a property in Delhi. 

(i)
Mr. Ramaswamy’s father acquired a property in April 1988 for Rs. 40, 000. Mr. 

Ramaswamy acquired this property by inheritance on 1st December 1988 after the 

demise of  his father. 

(ii) 
Fair Market value as on 01.04.1981 was Rs. 15,000.

(iii) 
Fair Market value as on 12.12.1988 was Rs. 45,000.

(iv) 
Sale consideration received is Rs. 40,00,000.

(v)
Stamp duty charges paid by the purchaser at the time of registration @ 13% is Rs. 

 
6,50,000 without any protest. 

(vi) 
Mr. Ramaswamy has invested the sale consideration in a residential flat for Rs. 25 

       
lakhs out of the sale proceeds. A sum of Rs. 20 lakhs was invested in Capital Gains 


   
Bonds issued by NHAI and Rural Electrification Corporation Limited. 

Compute the total income of Mr. Ramaswamy for the A.Y. 2008-09. 

[Cost Inflation Index (CII) : F.Y. 2007-08: 551, F.Y. 1988-89: 161]


 (15 marks)
 (c)
XYZ Ltd., Which follows mercantile system of accounting, obtained license on 01.06.06 from the Department of telecommunication for a period of 10 years. The total license fee payable is Rs. 36,00,000. The relevant details are:-


Year ended
License fee payable




Payments Made  


31st March
for the year    (Rs.)



Date


Amount (Rs.)


2007

20,00,000


         28.03.07


     7,40,000


2008

16,00,000


         16.07.07


   12,60,000 


Balance of Rs. 5,20,000 is pending as on 31.03.2008.


Compute the amount of deduction available to XYZ. Ltd. u/s 35ABB for the A.Y 2008-09. Can any deduction be claimed u/s 32 also?



   
                (5 marks)
2.






Either
       (a)
Dr. Umesh is an individual medical practitioner. His gross receipts from the medical practice for the year ending 31.03.2007 are Rs. 80 Lakhs. The gross receipts for the year ending 31.03.2008 are Rs. 9 Lakhs. During the financial year 2007-08, he makes the following payments to a resident contractor for various activities.
Contract 
Name of the 
Description of the Contract

Amount paid or 

No. 

Contractor





   credited in the 










         books (Rs.)

A

Mr. P

Medical equipment maintenance

    50,000





contract 





B 

Mr. P 

Household personal equipment 

 2,70,000





maintenance contract


C

Mr. R

Clinic furnishing contract


   19,000

D

Mr. R

Clinic furnishing contract


   18,000

E 

Mr. R

Clinic furnishing contract


   19,500

Examine the liability to deduct tax and the amount of TDS u/s 194C(1) for the A/Y 2008-09. 

   (6 marks)
   (b) 
Write short notes on: 

(a)
Bond Washing transactions and Dividend Stripping.
(b) Consequences of failure to deduct or pay tax at source. 


   (6 marks) 
Or

(a)  (i)
Discuss the provisions of section 139B relating to the scheme for submission of returns through Tax Return Preparers. 

(ii)
Discuss the provisions of section 80-ID relating to deduction in respect of profits and gains from the business of hotel or business of building, owning and operating a convention centre in NCR.                 




           (3+5 marks)
(b)
 Examine the liability to deduct tax and the amount of TDS under section 194C (1) for the A.Y. 2008-09.







                
   (4 marks)
3. (a)
State with reasons, whether the following statements are true or false (All sub – divisions relate to Income Tax assessment year 2008-09) 


              (5 x 2 = 10 marks)
(a) Surcharge @ 10% is attracted in the case of domestic companies irrespective of the total income of the company.

(b) No capital gains would arise in the hands of the company respect of compensation   received on compulsory acquisition of agricultural land.

(c) Section 80-ID provides a deduction of 100% of profits and gains derived by an undertaking from the business of hotel in the Northern capital Region for a period of 10 consecutive A.Y.

(d) The benefit of weighted deduction under section 35(2AB) in respect of scientific 

Research expenditure would be available up to 31.3.2007.
(e) Interest on loan borrowed which is payable outside India shall not be allowed as deduction. 

(b)
Fill in the blanks having regard to the provisions of Income-tax Act, 1961 (A.Y. 2008-09)

       (6 x 1= 6 marks)
(i) In case of Mr. X, aged 35 years, who has taken a med claim policy, the maximum permissible deduction u/s 80D for A.Y. 2008-09 is……………………

(ii) Mrs. Sheela, aged 64 years, is resident in India. The basic exemption limit available to her for A.Y. 2008-09 is……………………………

(iii) The maximum investment which can be made during the P.Y. 2007-08 by any assessee in bonds of NHAI/RECI for the purpose of section 54EC exemption ………………..

(iv) Mr. Y is a resident individual, 62 years of age. The basic exemption limit for income tax in his case for A.Y. 2008-09 is……………………..  

(v) A belated return filed u/s 139(4) …………………… be revised.
(vi) Mr. Sudhir, a non-resident Indian 66 years of age, is eligible for a basic exemption limit of ………………. 
(c)
Choose the correct answer having regard to the provisions of the Income Tax Act, 1961-











                (5 x 1 = 5 marks)

(i)
 Medical insurance premium paid by the employer to insure the health of his employees would qualify for deduction u/s 36(1) for A.Y 2008-09-

(a) only if the same is paid by cheque;

(b) only if the same is paid by cash;

(c) only if the same is paid by credit card;

(d) if it is paid by any mode other than cash.

(ii)
The disallowance u/s 40(A)(3) in respect of expenditure for which payments exceeding Rs. 20,000 have been made otherwise than by account payee cheque or account payee bank draft is-
(a) 100% of expenditure;



(c)    20% of expenditure;
(b) 50% of expenditure;



(d)   Nil.
(iii)
Personal effects exclude-

(a) archaeological collections;


(c)   paintings;
(b) drawings;





(d)  all of above.
(iv)
U/s 80E, deduction is allowable for A.Y. 2008-09 in respect of interest on loan taken for 

(a) primary or higher education of self alone;

(b) higher education of self alone;

(c) primary or higher education of self, spouse and children;

(d) higher education of self, spouse and children.

(v)
Clubbing provisions u/s 64(1)(vi) are applicable where the asset is transferred by an individual without an adequate consideration to:

(a) daughter’s husband



(c)   major son
(b) son’s wife





(d)   major daughter
4. 
Write short note on any three of the following:

                            (4 x 3 = 12 marks)          
(a) “Persons responsible” for paying TDS.

(b) Concept of VAT
(c)  Deduction of TDS at lower rate.
(d)  Deduction in respect of contributions given by companies to political parties.
SERVICE TAX & VAT

5. (a)
Answer the following






 
   (1 x 5 = 5 marks)

(i) The provisions of Service Tax are contained in 

a) Service Tax Act, 1992



c)   Finance Act, 1994
b) Finance Act, 1962




d)   Income Tax Act, 1961
(ii) A service provider is required to file ……………. return

a) Monthly





c)   Quarterly

b) Half yearly 




d)   Yearly

(iii) Service tax is payable on

a) Gross amount charged for service excluding material supplied
b) Gross amount of contract value
c) Gross amount charged for services including material supplied
d) Gross amount of invoice
(iv) Service tax was first introduced on

a) 5 services





c)   3 services

b) 4 services





d)   7 services

(v) ABC Co. provided free service to a religious organization. Value of similar service provided to another company is Rs. 10,000. If rate of service tax is 12% plus education cess of 2%, service tax payable is

a) 1,224





c)   612

b) Nil






d)   None of the above.

(b)
Fill in the blanks







   (1 x 5 = 5 marks) 

(i) Entry no. ……….. of ……………. list gives the Union the power to levy service tax.
(ii) Definitions of service tax are given in section …………
(iii) Air travel agent has option to pay tax @ …………. of basic fare-domestic and @ ………….. of international bookings instead of ………………of value of taxable service.
(iv) If an assessee has deposited excess tax, he ………… adjust the same.
(v) Service tax for the month of march has to be deposited by ……………….

(c)
Discuss whether the following statements are True/False under 

   (1 x 5 = 5 marks)
(i) TDS provisions u/s 194C are not attracted in request of payments made by an individual or a HUF to a contractor.

(ii) A revised return has to be submitted in ST – 2 in triplicate within 30 days from the date of submission of return under Rule 7.

(iii) Certificate of registration shall be granted by Supdt. after verification of Form ST – 3.

(iv) Only specified assessees are liable to pay service tax return electronically

(v) Taxable event under service tax is receipt of amount.

6. (a)
Ms. Smita rendered taxable services to a client. A bill for Rs. 50,000 was raised on 27.04.2007; Rs. 25,000 was received from the client on 4.5.2007 and the balance on  25.05.2007. No service tax was separately charged in the bill. The questions are: 

(i) Is Smita liable to pay service tax, even though the same has not been charged by her? 

(ii) In case she is liable, what is the value of taxable service and the service tax payable?

   (3 marks)
(b)
How will a taxable service be valued when the consideration thereof is not in wholly or partly in terms of money?







   (2 marks)
(c)    Does service tax law provides any exemption to services provided to a developer or units of special economic zone? If yes, discuss the same. 



   
   (2 marks)
   (d)     Discuss the role of a Chartered Accountant in successful implementation of VAT.
   (3 marks)

Answers

1. (a)
Computation of Gross Total Income of Mr. Suresh and Mrs. Suresh for the A/Y 2008-09









Mr. Suresh 

Mrs. Suresh




Particular


(Resident but

(Non-resident)








not ordinarily








   resident)









 Rs.


     Rs.


(i) 
Interest on company deposits in India

50,000

          7,50,000 


(ii) 
Income deemed to be received in India

35,000


60,000


(iii) 
Income from business in Nepal 

· 40% received in India



28,000


16,800

· 60% received outside India (as business
42,000


      ---


is controlled in India)


(iv)
Dividend declared by an Indian company [exempt
     ----


      ---




under section 10(34)]


(v)  
Salary received in India for services rendered 
97,000


90,000




 outside India 


(vi)  
Interest received from the Government of 

60,000


21,000



India (received outside India)

(vii) 
Interest received from a foreign company outside
      ---


      ---

India (borrowed money is utilized outside India) 

(viii) 
Income from a business in France, controlled from
42,000   

      --- 



Mumbai

(ix) 
Royalty received in India from the Government
15,000


 7,000


of India

(x) 
Royalty received in India from a non-resident in
22,000


10,000


respect of technology used by such person 


outside India

(xi)
Agricultural income in Europe


     ---


     ---

  Gross Total Income



 3,91,000
          9,54,800

(b)


Computation of Total income of Mr. Ramaswamy for the A.Y. 2008-09.




Particulars





Amount

Amount









    

    (Rs.)

               (Rs.)

Income from House Property 


  

Computation of Gross Annual Value (GAV)

AV for the year = Higher of Municipal Value
  

3,50,000 

(MV) and Fair Rent (FR), but restricted to Standard 

Rent (SR) 

Actual rent received or receivable for the period
 

5,00,000

GAV is the higher of the AV and Actual rent
  

5,00,000

received or receivable 

Gross Annyal Value (GAV)







      5,00,000

Less: Municipal taxes paid (Current year + Arrears)


 


      2,00,000     
Net Annual Value (NAV)








      3,00,000
Less : Deduction under section 24

(i) 30% of NAV i.e. 30% of Rs. 3,00,000

  
  
90,000

(ii) Interest on loan borrowed
 



1,40,000

      2,30,000











                      70,000

Arrears of rent received from property in Hyderabad


25,000
Less: Deduction under section 25B


     

          -30% of Arrears of rent




7,500


         17,500
Income from House Property 







         87,500

Capital Gains


Sale consideration as per section 50C (Note 1)


50,00,000

Less: Indexed cost of acquisition (Note 2)

 

1,36,894
Long Term Capital Gains





48,63,106

Less: Exemptions under section 54 & 54EC

-under section 54 – Residential Flat



25,00,000

-under section 54EC – NHAI & RECL bonds


20,00,000
Long Term Capital Gains








      3,63,106





Total Income







      4,50,606 

Notes:  

1. As per section 50C, where the consideration received or accruing as a result of transfer of a capital asset, being land or building or both, is less than the valuation by the stamp valuation authority, such value adopted or assessed by the stamp valuation authority shall be deemed to be the full value of consideration. Hence, the value of house property sold by an individual shall be higher of (i) actual sale consideration & (ii) value applied for stamp duty. 

(a) Actual sale consideration 


= Rs. 40,00,000

(b) Value for stamp duty = Rs. 6,50,000/13% 
= Rs. 50,00,000

Therefore, the value for stamp duty i.e. Rs. 50,00,000 shall be taken as the sale consideration for the purpose of capital gain as per section 50C. 

2. Indexed cost of acquisition = Rs. 40,000 x 551/161=Rs. 1,36,894

(c)
Sec 35ABB:-


As per sec 35ABB, deduction for any capital expenditure incurred for obtaining telecommunication license shall be allowed deduction in equal installments during the remaining period of license.

Computation of deduction available to XYZ Ltd. 

u/s 35ABB for the A/Y 2008-09

	S.No
	Expenditure
	Year of payment
	Period of license
	Working
	Deduction

	1
	Rs. 7,40,000
	06-07
	10
	Rs. 7,40,000/10
	Rs. 74,000

	2
	Rs. 23,40,000
	07-08
	9
	Rs. 23,40,0000/9
	Rs. 2,60,000

	Total
	Rs. 3,34,000



Therefore, the deduction u/s 35ABB for A.Y 2008-09 is Rs. 3,34,000.

2. (a) 
In the case of individuals, the liability to deduct tax under section 194C(1) arises only where they are subject to tax audit under section 44AB in the immediately preceding previous year in which such payments or credit entries are made. In the given case, the provisions of section 194C(1) are applicable in respect payments covered thereunder. Gross receipts for the financial year 2007-08 is not relevant to determine the applicability of section 194C(1). Accordingly, the liability to deduct tax and amount of TDS is as follows:

Contract A
Since the amount of individual contract exceeds Rs. 20,000, the provisions of section 194C(1) are applicable and therefore, tax of Rs. 1,030, being 2.06% of Rs. 50,000 shall be deducted at source at the time of payment or credit, whichever is earlier. Surcharge at 10% is not applicable since the aggregate payment to the contractor during the year does not exceed Rs. 10 Lakhs.

Contract B 

In the case of individuals or HUF, where the payment under a contract is made for personal purpose, liability to deduct tax does not arise. In the given case, the contract is for maintenance of household personal equipment and therefore, irrespective of the amount of contract, liability to TDS does not arise. 

Contract C, D and E

The liability to deduct tax in respect of payment made in pursuance of a contract arises only where the amount of individual contract exceeds Rs. 20,000 or the aggregate amounts of all contracts to a resident contractor exceeds Rs. 50,000 during the financial year. In the given case, though the independent contract value of all these contracts of C, D and E does not exceeds Rs. 20,000, the aggregate value of all these contracts to Mr. R exceeds Rs. 50,000 during the financial year. Therefore, Dr. Umesh is responsible to deduct tax u/s 194C(1). Accordingly, in the given case the aggregate value of the contract of Rs. 56,500 is subject to TDS at the rate of 2.06% amounting to Rs. 1,164. 

Therefore, the total amount of tax to be deducted by Dr. Umesh for the A.Y. 2008-09 under section 194C(1) is Rs. 2,194. 

(b)  (a) Bond washing Transactions


 If owner of any security sells it just before due date and again acquires them after due date, he will be able to avoid payment of tax on interest.
In such case as per Section 94 interest would be deemed to be the income of transferor and not transferee.

However it is not applicable if

(i) there is no avoidance of tax or

(ii)
avoidance of tax is not systematic i.e. there was no avoidance of income tax by such a transaction in any of the three preceding years.

(b)
Consequences of failure to deduct or pay tax at source [Section 201]

(1) The following persons shall be deemed to be an assessee in default if they do not deduct the whole or any part of the tax or after deducting fails to pay the tax-


(i)  any person liable to deduct tax.

(ii)  the principal officer and the company of which he is the principal officer, in the cases 


      referred to in section 194.


 (2) Such person shall also be liable to pay simple interest at 12% p.a. for interest chargeable up to 31.3.2008) and 1% for every month or part of a month in respect of interest chargeable or payable for the period commencing from 1.4.2008. such interest is chargeable on the amount of such tax from the date on which such tax was deductible to the date on which such tax is actually paid.

(3) Such interest should be paid before furnishing the quarterly statements for each quarter in 


accordance with section 200, if there is any default in furnishing the statement, a penalty of Rs. 100 per day would be attracted for the period for which the default continues. 

OR

2. (a)   (i) Tax Return Preparer (Section 139B)
1. CBDT may frame a scheme providing specified persons to furnish their returns of Income through a Tax Return Preparer authorized to act as such under the scheme. 

2. This scheme is not applicable for a company or in case of compulsory audit.

3. Scheme framed shall specify the manner in which the Tax Return Preparer shall assist the persons furnishing the return of income, and shall also affix his signature on such return.

4. The following persons are not authorized to act as Tax Return Preparer:-

(i)  officer of a scheduled bank in which the assessee has current a/c or has regular dealings or

(ii)   a legal Practitioner; or

(iii)  a Chartered Accountant.

5.   The scheme shall provide:-

· the manner in which a Tax Return Preparer shall be authorized,

· educational and other qualifications to be possessed,

· training and other conditions to be fulfilled by a person to act as a Tax Return Preparer,

· the code of conduct for the Tax Return Preparer.
          (ii)The Finance Act 2007, has introduced deduction u/s 80-ID to provide benefit to the assesses engaged in the business of hotel or operating a convention centre.

    Sec 80-ID :-


1. 
Who eligible:-

 Any undertaking engaged in the business of hotel or business of building, owning and operating a convention centre located in specified area.
2.
 Audit of accounts:-

Accounts must be audited by a chartered accountant and the report should be furnished alongwith the return.
3.
 Power of central government:-

Central government may specify the class of undertakings to which this deduction shall not apply.
4.
 Amount of deduction:-
100% of profits from such business for 5 consecutive A/Y beginning from the year in which such hotel starts functioning or convention centre starts operating on commercial basis. 

5.
Other Conditions:-
(i) It is not formed by dividing or the reconstruction of a business already in existence.

(ii) At least 80% of total cost of plant and machinery should be new plant.  Therefore maximum 20% can be old used plant.

(iii) If deduction is claimed under this section then no other deduction shall be allowed from the profits of such undertaking.

(iv) Such Hotel or Convention Centre should be constructed at any time during the period 1.04.07 to 31.03.10.

6.
 Transfer of goods and services:-

· Where any goods or services held for the purposes of eligible business is transferred to any other business or from other business to eligible business, 

· the consideration for such transfer as recorded in the records of eligible business does not correspond to the FMV 

· then for the purpose of deduction, profits and gains shall be computed as if the transfer, has been made at the FMV of such goods or sevices.
· Specified Area:- Specified area means the National Capital Territory of Delhi and the districts of Faridabad, Gurgaon, Gautam Budh Nagar and Ghaziabad.

      (b)
This statement is correct.

(i)
The benefit of deduction u/s 80-IA has been extended to an undertaking which lays and begins to operate a cross country natural gas distribution network, including pipelines and storage facilities being an integral part of such network.
(ii)
Navigational channels have been included within the scope the term “Infrastructure facility” for the purpose of deduction u/s 80-IA available to an enterprise carrying on the business of developing any infrastructural facility.
(iii)
Deduction u/s 80-IA is available to an undertaking owned by an Indian company an set up for reconstruction or revival of a power generating plant if such undertaking begins to generate or transmit or distribute power before 31.03.07. the time limit has now been extended up to 31.03.08.

3. (a) (a)   False, surcharge is levible to domestic companies only if its total income exceeds Rs. 1 crore.
(b) False-Section 10(37) exempts capital gains arising to individual or a HUF from transfer or agricultural land by way of compulsory acquisition. Since the land belongs to a company, the exemption is not available in this case and the compensation would be subject to capital gains tax.

(c) False, as per sec 80-ID, the deduction of 100% profits is allowed for only 5 Consecutive assessment years.
(d) False, The Finance Act, 2007 has increased the time limit for availing the benefit of weighted deduction u/s 35 in respect of scientific research expenditure. Such benefit would now be available in respect of scientific research expenditure incurred upto 31.03.2012.

(e) False-Interest on loan borrowed which is payable outside India shall be allowed as deduction, provided tax has been deducted or paid at source.
     (b)
(i)
Rs. 15,000

(ii) Rs. 1,45,000
(iii) Rs. 50 lakh.
(iv) Rs. 1,10,000




(v) Cannot
(vi) Rs. 1,95,000
 (c)
(i)    (d)




(ii) (a)


       (iii) (d)
(iv)  (d)




(v) (b)

4 (a)
Persons responsible for paying taxes deducted at source
	S. No
	Nature of income 
	Person responsible for paying tax

	(1)
	Salary (other than payment of salaries by the Central or State Government )
	(i) The employer himself; or

(ii) If the employer is a company, the company itself, including the principal officer thereof.

	(2)
	Interest on securities (other than payments made by or on behalf of the Central or State Government) 
	The local authority, corporation or company, including the principal officer thereof. 

	(3)
	Any sum payable to a non-resident Indian.
	The authorized dealer responsible for remitting such sum to the non-resident Indian 

	(4)
	Credit/ payment of any other sum chargeable under the provisions of  the Act.
	(i) the payer himself; or

(ii) if the payer is a company, the company itself including the principal officer thereof.


(b) Earlier MODVAT, 2002 – service tax included, 2004 – inter sectoral credit allowed.

(c)
Payment of Advance Tax in case of Casual income

1. 
Advance tax is payable by an assessee on his total income, which includes capital gains and casual income like income from lotteries, crossword puzzles etc.

2. Generally it is not possible to estimate his capital gains, income from lotteries etc.  

3. Therefore it has been provided that if any such income arises after the due date for any installment, then, the entire amount of tax payable on such capital gains or casual income should be paid in the remaining installments of advance tax which are due.


If such incomes are earned after 15th March, the entire tax should be paid by 31st march of the relevant financial year.

4. No interest liability would arise if the entire tax liability is so paid.

(d)
Deduction in respect of contributions given by companies to political parties 

[Section 80GGB]

(i)   Section 80GGB provides for deduction of any sum contributed in the previous year by an Indian company to any political party. 

(ii) For the purposes of this section, the word “contribute” has the same meaning assigned to it u/s 293A of the companies Act, 1956, which provides that-

(a) a donation or subscription or payment given by a company to a person fro carrying on any activity which is likely to effect public support for a political party shall also be deemed to be contribution for a political purpose; 


(b) The expenditure incurred, directly of indirectly, by a company on advertisement in any publication (being a publication in the nature of a souvenir, brochure, tract, pamphlet) by or on behalf of a contribution to such political party or a contribution for a political purpose to the person publishing it. 

(iii) “Political party” means a political party registered under section 29A of the Representation of  the People Act, 1951.
SERVICE TAX & VAT

5. (a)     (i)
(c)

(ii) (b)

(iii) (a)

(iv) (c)
(v) (b)

(b)  (i)
92 C, Union
(ii) 65(105)
(iii) 0.618 %, 1.236%, 12.36%
(iv) May
(v) 31st March

(c)   (i) 
False, as per sec 194C, TDS provisions are not attracted in respect of payments made by an individual or HUF whose books of accounts are not audited u/s 44AB.

 (ii) 
False, An assessee may submit a revised return in Form ST – 3, in triplicate, to correct a mistake or omission, within a period of sixty days from the date of submission of the return under Rule 7.
(iii)  False, the certificate of registration shall be granted by Superintendent after verification of Form ST – 2.

(iv)
False, Every person liable to pay service tax can file the return electronically.

(v)
False, Taxable Event under Service Tax is providing of Services.
6.(a)(i) As per Section 68, every service provider is liable to pay service tax to the Central Government whether he realized that amount from the service receiver or not. Therefore, Ms. Smita is liable to pay Service tax.
        (ii) Service tax payable by Ms. Smita is:-


Value of taxable service = Gross amount charged x 100







(100 + service tax rate)





     =   50,000/ 112.24 x 100 = Rs. 44,547



Service tax payable          = 50,000/ 112.24 x 12.24 = Rs. 5,453

(b) 
If the consideration for a taxable service is not wholly or partly in terms of money, then the value of such service shall be such amount in money, with the addition of service tax charged, is equivalent to the consideration.

In other words, where the service rendered is for a consideration not wholly or partly consisting of money, the value of the taxable service is equivalent to the total value of the consideration. However, the total of such money and non-money value of the consideration has to be treated as inclusive the service tax payable thereon.

Example: Mr. X, a company secretary provides taxable professional services to one of its clients. In lieu of rendering such services, Mr. X charge Rs. 10,000 from its client and also asks its client to give him a law book worth Rs. 2,360. The total consideration in this case will be Rs. 12,360 and the value of the taxable service shall be Rs. 10,000 [12,360/112.36 x 100]  and Rs. 2,360 shall be the service tax payable. 
(c)
Exemption to services provided to a developer or units of special economic zone 


Taxable service provided to a developer of special economic zone or a unit (including a unit under construction) of special economic zone by any service provider, for consumption of the services within such special economic zone, are exempt from the whole of service tax leviable thereon u/s 66 of the Act. However, exemption is subject to the following conditions, namely:-

(i) the developer has been approved by the Board of Approvals to develop, oprate and maintain the special economic zone;

(ii) the unit of the special economic zone has been approved by the Development Commissioner or Board of Approvals, As the case may be, to establish the units in the special economic zone

(iii) the developer or unit of a special economic zone shall maintain proper account of receipt and utilization of the said taxable services. 


Here, 

(1) “Board of Approvals” means the combined Board of Approvals for export oriented unit and special economic zone4 units, as notified in the Official Gazette, from time to time by the Government of India in the Ministry of Commerce and industry. 

(2) “Developer” means a person engaged in development or operation or maintenance of special economic zone, and also includes any person authorized for such purpose by any such developer.

(3) “Special Economic Zone” means a zone specified as special economic zone by the Central Government in the notification issued under clause (iii) of Explanation 2 to the proviso to sub-section (1) of section 3 of the Central Excise, Act, 1944. 


SEZ is a specifically delineated duty free enclave which is deemed to be foreign territory for the purposes of trade operation and duties and tariffs. Therefore, goods supplied to SEZ from the Domestic Tariff Area (DTA) are treated as deemed exports and goods brought from SEZ to DTA are treated as imported good. The special economic zones envisage a simple and transparent policy and procedure for promotion of exports with minimum paper work.

(d)
Role of Chartered Accountant in VAT:
(i) Record keeping:
VAT requires proper record keeping and accounting. Systematic records of input credit and its proper utilization is necessary for the success of VAT. Chartered accountants are well equipped to perform such tasks.
(ii) Tax planning:
In order to establish an efficient plan for purchases and sales, a careful study of VAT is required. A Chartered accountant is competent to analyse the impact of various alternatives and choose the most optimum method of purchases and sales in order to minimize the tax impact.
(iii) Negotiations with suppliers to reduce price : 
VAT credit alters cost structure of goods supplied as inputs. A chartered Accountant will ensure that the benefit of such cost reduction is passed on by the suppliers to the company. However, if the buyers of his company make the similar demand, he must be ready with full data to resist claims.
(iv) Handling the Audit by departmental officers :
There will be audit  wing in department and certain percentage of dealers will be taken up for audit every year on scientific basis. Chartered Accountant can ensure proper record keeping so as to satisfy the departmental auditors. The professional expertise of a Chartered Accountant will help him in effectively replying audit queries and sorting out audit objections.
(v) External audit of VAT records: 
Under VAT system, trust has been reposed on tax payers as there will be no regular assessment of all VAT returns but only few returns will be scrutinized. In other cases, return filed by dealer will be accepted. Thus, a check on compliance becomes necessary. CA’s can play a very vital role in ensuring tax compliance by audit of VAT accounts. 






