CFP Sample Paper Tax Planning

Q.1A) Share of profit which a partner receives from a firm shall be fully exempt in the hands of thepartner.(B) Interest and remuneration which was allowed as deduction to the firm shall be taxable in the handsof partners. (1)

A) (A) is correct.
B) (B) is correct.
C) Both (A) and (B) are correct.
D) Both (A) and (B) are incorrect.

Q.2A) Coparcenaries are restricted to four degrees from the common ancestor.(B) Coparcenaries are restricted to four degrees from the living holder of the HUF property. (1)

A) (A) only is correct.
B) (B) only is correct.
C) Restricted to five degrees from the common ancestor.
D) Restricted to six degrees from the common ancestor.

Q.3U/s 13A of the Income Tax Act the following Incomes of political parties is/are included in computing their total income:(A) Income from House property.(B) Income from other sources.(C) Income by way of Voluntary contribution from any person.(D) Any Income from Capital Gains. (1)

A) (A), (B), (C) and (D)
B) (B) and (C)
C) (A) and (B)
D) None of the above

Q.4Any perquisites or allowances paid or allowed, as such, outside India by the Government of India toa citizen of India, for rendering services outside India, are exempt u/s 10(7) of Income Tax Act.1961. (1)

A) The above statement will apply to an NRI only.
B) The above statement is correct.
C) The above statement is false.
D) The above exemption is applicable only to Government employees.

Q.5(A) Any salary surrendered by the employee to the central Government under the voluntary Surrender of Salaries Act, 1961, will not be included while calculating his taxable income if he is a Government employee.(B) Any salary surrendered by the employee to the central Government under the voluntary Surrender of Salaries Act, 1961, will not be included while calculating his taxable income if he is a private/public sector employee. (1)

A) (B) only is correct 
B) (A) only is correct.

 
C) Both (A) and (B) are wrong.
D) Both (A) and (B) are correct.


Q.6U/s 10 of the Income Tax Act, Gratuity paid to a Government Employee or employees of local authorities is exempt up to a limit of ______________. (1)

A) Rs. 350000
B) Rs. 300000
C) Rs. 250000
D) None of the above
Q.7(A) Receipt of an academic allowance or professional pursuits allowance by an employee is part of zero tax.(B) Receipt of an academic allowance or professional pursuits allowance by an employee is part of taxable income. (1)
A) (A) only is correct.
B) (B) only is correct.
C) (B) is correct only for limits more than Rs. 500 p.m.
D) (B) is correct only for limits more than Rs. 750 p.m.

Q.8 Income of a resident Indian for the FY 2009-10is Rs. 1250000  (inclusive of interest on Government securities Rs. 15000). He invests Rs. 1 lakh in schemes and deposits qualified for deduction under section80C. He pays Rs. 15000 on account of mediclaim insurance premium. Find out the tax liability for the AY2009-010 if the taxpayer is a senior citizen. (2)

A) Rs. 306350.
B) Rs. 307480.
C) Rs. 279284.5
D) Rs. 278500.


Q.9An HUF consisted of Father, who is widower, three sons and a daughter. On death of the father what will be the share of daughter? (2)
A) One fourth plus one sixteenth of HUF property.
B) One fourth of the HUF property.
C) One sixteenth of HUF property.
D) None of the above.

Q.10Mrs. Malini , aged 50, years has following incomes in the FY 2009-2010: (A) Income from salary +other sources Rs. 150000, (B) Income from Agricultural sources, Rs. 50000. Calculate the amount of hertax liability. (2)
A) Rs. 1530.
B) Rs. 6630.
C) Rs. 3060.
D) Rs. 11730

Q.11 Mr. Ajay is a marketing specialist of Mumbai, working in two companies viz. A Co. and B Co. He retires from A Co. on November 30, 1988 (salary at the time of retirement Rs. 2600) and receives Rs.22000 as gratuity out of which Rs. 20000 was exempted. He also retires from B Co. on December 10,2009 after 28 years and 8 months of service and receives Rs. 290000 as death-cum-retirement gratuity. His average basic salary drawn from B Co. for the preceding 10 months ending on November 30, 2009 is Rs. 18200 per month. Further he receives Rs. 1000 per month as DA, 80% of which forms a part of his retirement benefits and 6% commission on turnover achieved by him. Total turnover achieved by him during 10 months ending November 30, 2008 is Rs. 200000. What is the gratuity exempted from tax for2010-2011? Assume neither of the companies A and B are covered under payment of Gratuity Act 1972.(4)A) Rs. 280000
B) Rs. 282800
C) Rs. 330000
D) Rs. 262800

Q.12 Mr. Pashupati receives following salary and perquisites for the previous year 2009-2010. Find the perquisite value of rent free furnished house. Basic salary = Rs. 15000 pm, Dearness allowance = Rs.6000 pm which is fully used for calculating retirement benefits ,Bonus Rs. 15000, Entertainment allowance being paid since last 15 years = Rs. 6000 per annum, Transport allowance @ Rs. 800 pm. Rent free furnished house in Delhi for which employer has paid a rent of Rs. 5000 pm. Cost of furniture provided to Mr. Pashupati is Rs. 60000. (4)A) Rs. 54600.
B) Rs. 66000.
C) Rs. 60600.
D) Rs. 60000.

Q.13 On 15th September, 2001, Manisha purchases 500 shares of ABC Ltd. a listed company @Rs. 50 pershare. Under a scheme of buy back of its own shares, on 15th June, 2008, ABC Ltd. buys back the shares from Manisha at a price of Rs. 75 per share. Calculate the capital gains tax payable by Manisha, if any.Assume Cost Inflation Indices are 2000-01: 406, 2001-02: 426 and 2006-07: 519.,2007-08=551,2008-09=582 (4)

A) Rs. 1367.
B) Rs.411.
C) Nil.
D) Rs. 1408.

Q.14 X purchased a bungalow at Lonawala near Mumbai on Jan 1, 2009 for Rs. 8 lakh and immediately thereafter on Jan 2, 2009 leased the same to a public limited company for a period of 99 years on annual lease of Rs. 2 per annum. The terms of the lease provide that the lessee shall keep a interest free deposit of Rs. 22 lakh with the less or during the period of lease. Further, after 25 years, the lessee shall have an option to cancel the lease agreement in which case the sum of Rs. 22 lakh shall be refunded immediately? What is the income under Capital Gains of X for FY 2009-2010, if there is no other transaction? (4)
A) Rs. 1400000.
B) Nil as X has not sold the Bungalow but has leased it out.
C) The income of X will be Income from House Property of Rs 2 only.
D) The income of X will be Income from House Property of Rs 2 only + Notional interest on Rs. 22 lakh@10% p.a.
 
Q.15 A) Share of profit which a partner receives from a firm shall be fully exempt in the hands of the partner.(B) Interest and remuneration which was allowed as deduction to the firm shall be taxable in the hands of partners. (1)A) 
(A) is correct. 
B) (B) is correct.
C) Both (A) and (B) are correct.
D) Both (A) and (B) are incorrect.

Q.16 A) Coparcenaries are restricted to four degrees from the common ancestor.(B) Coparcenaries are restricted to four degrees from the living holder of the HUF property. (1)
A) (A) only is correct.
B) (B) only is correct.
C) Restricted to five degrees from the common ancestor.
D) Restricted to six degrees from the common ancestor.

Q.17 U/s 13A of the Income Tax Act the following Incomes of political parties is/are included in computing their total income:(A) Income from House property.(B) Income from other sources.(C) Income by way of Voluntary contribution from any person.(D) Any Income from Capital Gains. (1)

A) (A), (B), (C) and (D)
B) (B) and (C)
C) (A) and (B)
D) None of the above

Q.18 Any perquisites or allowances paid or allowed, as such, outside India by the Government of India to a citizen of India, for rendering services outside India, are exempt u/s 10(7) of Income Tax Act.1961. (1)

A) The above statement will apply to an NRI only.
B) The above statement is correct.
C) The above statement is false.
D) The above exemption is applicable only to Government employees.

Q.19(A) Any salary surrendered by the employee to the central Government under the voluntary Surrender of Salaries Act, 1961, will not be included while calculating his taxable income if he is a Government employee.(B) Any salary surrendered by the employee to the central Government under the voluntary Surrender of Salaries Act, 1961, will not be included while calculating his taxable income if he is a private/public sector employee. (1)
A) (B) only is correct 
B) (A) only is correct.
C) Both (A) and (B) are wrong.
D) Both (A) and (B) are correct

Q.20 U/s 10 of the Income Tax Act, Gratuity paid to a Government Employee or employees of local authorities is exempt upto a limit of ______________. (1)

A) Rs. 350000
B) Rs. 300000
C) Rs. 250000
D) None of the above

Q.21 (A) Receipt of an academic allowance or professional pursuits allowance by an employee is part of zero tax.(B) Receipt of an academic allowance or professional pursuits allowance by an employee is part of taxable income. (1)
A) (A) only is correct.
B) (B) only is correct.
C) (B) is correct only for limits more than Rs. 500 p.m.
D) (B) is correct only for limits more than Rs. 750 p.m.

Q.22 Income of a resident Indian for the FY 2009-10is Rs. 1250000  (inclusive of interest on Government securities Rs. 15000). He invests Rs. 1 lakh in schemes and deposits qualified for deduction under section 80C. He pays Rs. 15000 on account of mediclaim insurance premium. Find out the tax liability for the AY 2009-010 if the taxpayer is a senior citizen. (2)
A) Rs. 306350.
B) Rs. 307480.
C) Rs. 279284.5
D) Rs. 278500.

Q.23 An HUF consisted of Father, who is widower, three sons and a daughter. On death of the father what will be the share of daughter? (2)
A) One fourth plus one sixteenth of HUF property.
B) One fourth of the HUF property.
C) One sixteenth of HUF property.
D) None of the above.

Q.24 Mrs. Malini, aged 50, years has following incomes in the FY 2009-2010: (A) Income from salary +other sources Rs. 150000, (B) Income from Agricultural sources, Rs. 50000. Calculate the amount of her tax liability. (2)
A) Rs. 1530.
B) Rs. 6630.
C) Rs. 3060.
D) Rs. 11730

Q.25. Mr. Ajay is a marketing specialist of Mumbai, working in two companies viz. A Co. and B Co. He retires from A Co. on November 30, 1988 (salary at the time of retirement Rs. 2600) and receives Rs.22000 as gratuity out of which Rs. 20000 was exempted. He also retires from B Co. on December 10,2009 after 28 years and 8 months of service and receives Rs. 290000 as death-cum-retirement gratuity. His average basic salary drawn from B Co. for the preceding 10 months ending on November 30, 2009 is Rs. 18200 per month. Further he receives Rs. 1000 per month as DA, 80% of which forms a part of his retirement benefits and 6% commission on turnover achieved by him. Total turnover achieved by him during 10 months ending November 30, 2008 is Rs. 200000. What is the gratuity exempted from tax for2010-2011? Assume neither of the companies A and B are covered under payment of Gratuity Act 1972.(4)

A) Rs. 280000
B) Rs. 282800
C) Rs. 330000
D) Rs. 262800

Q.26Mr. Pashupati receives following salary and perquisites for the previous year 2009-2010. Find the perquisite value of rent free furnished house. Basic salary = Rs. 15000 pm, Dearness allowance = Rs.6000 pm which is fully used for calculating retirement benefits ,Bonus Rs. 15000, Entertainment allowance being paid since last 15 years = Rs. 6000 per annum, Transport allowance @ Rs. 800 pm. Rent free furnished house in Delhi for which employer has paid a rent of Rs. 5000 pm. Cost of furniture provided to Mr. Pashupati is Rs. 60000. (4)

 A) Rs. 54600.
B) Rs. 66000.
C) Rs. 60600.
D) Rs. 60000
Q.27 On 15th September, 2001, Manisha purchases 500 shares of ABC Ltd. a listed company @Rs. 50per share. Under a scheme of buy back of its own shares, on 15th June, 2008, ABC Ltd. buys back the shares from Manisha at a price of Rs. 75 per share. Calculate the capital gains tax payable by Manisha, ifany. Assume Cost Inflation Indices are 2000-01: 406, 2001-02: 426 and 2006-07: 519.,2007-08=551,2008-09=582 (4)
A) Rs. 1367.
B) Rs.411.
C) Nil.
D) Rs. 1408.

Q.28X purchased a bungalow at Lonawala near Mumbai on Jan 1, 2009 for Rs. 8 lakh and immediately thereafter on Jan 2, 2009 leased the same to a public limited company for a period of 99 years on annual lease of Rs. 2 per annum. The terms of the lease provide that the lessee shall keep a interest free deposit of Rs. 22 lakh with the less or during the period of lease. Further, after 25 years, the lessee shall have an option to cancel the lease agreement in which case the sum of Rs. 22 lakh shall be refunded immediately? What is the income under Capital Gains of X for FY 2009-2010, if there is no other transaction? (4)

A) Rs. 1400000.
B) Nil as X has not sold the Bungalow but has leased it out.
C) The income of X will be Income from House Property of Rs 2 only.
D) The income of X will be Income from House Property of Rs 2 only + Notional interest on Rs. 22 lakh@10% p.a.

Q. 29 X is a property dealer who buys and sells housing property. He received some rent from a housing property held as stock-in-trade in the Assessment Year 2010-011. This rental income would come under the head:

A) Income from house property.
B) Income from other sources.
C) Business income.
D) Income under the head capital gains

Q.30 Vishal, an NRI, is 70 years of age. In his case, the maximum income not chargeable to tax in India for AY 2010-011 would be ________.

A) Rs. 1,10,000
B) Rs. 1,60,000
C) Rs. 1,90,000
D) Rs. 2,40,000Q.

31 Mukesh has taken a loan from his employer, a PSU, for pursuing his higher studies. The amount that he pays to his employer for the loan for FY 2009-2010is Rs. 80,000. Out of this Rs. 30,000 is towards repayment of the capital amount of the loan and the rest is towards repayment of interest. Deduction available to Mukesh u/s 80E of IT Act would be _________.

A) Rs. 30,000
B) Rs. 50,000
C) Rs. 80,000
D) NIL
Q. 32 (i) Coparcenaries are restricted to four degrees from the common ancestor.(ii) Coparcenaries are restricted to four degrees from the living holder of the HUF property. (1)
A) Only (i) is correct.
B) Only (ii) is correct.
C) Restricted to five degrees from the common ancestor.
D) Restricted to six degrees from the common ancestor.

Q.33 What is a covenant ?

A) Condition to a promise which is made in the agreement.
B) The agreement itself.
C) A restriction imposed while making an agreement.
D) A promise made in a deed.

Q. 34 Donation to a notified temple attracts a deduction of________ u/s 80G of Income Tax Act.

A) 50% (only if it is for renovation or repairs)
B) 100%
C) 50% (for any purpose)
D) NIL

Q. 35 Computing "Salary" for the purpose of "Rent free accommodation. includes ____________.
A) bonus
B) advance salary
C) both bonus and advance salary
D) None of the above

Q.368 Vishal is working with Amex Ltd since October 1, 1995. He is entitled to a basic salary of Rs.6,000 per month. Dearness Allowance is 40% of Basic Salary for retirement benefits. He retired from his job on January 1, 2010. He is entitled to the following benefits at the time of retirement .Gratuity = Rs. 98,000.Pension from January 1, 2010 = Rs. 2,000 per month. Payment from recognized PF = Rs. 3,00,000.Encashment of earned leave for 150 days = Rs. 36,000.He was entitled to 40 days leave for every completed year of service. He got 50% of his pension commuted in lump sum w.e.f April 1, 2010 and received Rs.1,20,000 as commuted pension . Vishal contributes Rs. 900 per month to RPF to which his employer contributes an equal amount .What will be the amount of un-commuted pension for Vishal that will form part of his totalincome for the A.Y. 2010-2011

A) NIL.
B) Rs. 4,000
C) Rs. 6,000
D) Rs. 1,000

Q. 37 A Provident Fund acquires its status of recognition by ___________.

 A) Labour Ministry
B) SEBI
C) PF Commissioner
D) IT Authority
Q. 38 Ashok receives leave encashment of Rs. 2,00,000 on account of accumulated leave of 240 days. He has completed 24 years of service and his last 10 months average monthly salary is Rs.10,000. What is the taxable portion of leave encashment for Ashok if he was entitled to 40 days leave for every year of service?A) Rs. 1,00,000
B) Rs. 2,00,000
C) Nil.
D) Rs. 2,50,000Q. 

39 Pramod redeemed 5,000 units of a debt oriented Mutual Fund on 31/07/2008 @ Rs. 43 per unit .These units were purchased by him in 1994-95 @ Rs. 10. Compute the long term Capital Gains tax. Cost of inflation index: 1994-95: 259, 1995-96: 281, 2004-05: 480, 2005-06: 497, 2006-07:519. 2009-2010 :632 Ignore Education Cess.
A) Rs. 16,500
B) Rs. 22,961
C) Nil.
D) None of the above.

Q. 40 For claiming deduction u/s 80C of IT Act, the investment in an eligible instrument has to be out of the assessee.s income chargeable to tax.

A) True.
B) False.
C) Limited to Rs. 25,000
D) Limited to Rs. 50,000

