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Questions

Question 1

Discuss the taxability of agricultural income undee Income-tax Act, 1961. How will income be
computed where an individual derives agriculturad aon-agricultural income?

Question 2

Mr. Shyam and Mr. Mohan are brothers and they ehthe following incomes during the financial
year 2012-13. Mr. Shyam settled in Australia in year 1980 and Mr. Mohan settled in Hyderabad.
Mr. Shyam visits India for 20 days every year. Mohan also visits Sydney every year/foga month.
Compute their total income for the Assessment 2€4B3-14 from the following infor on:
Sl. No. Particulars Mr. Shyam{ Mr. Mohé&n
1. Interest on Australian Development Bonds, 50%inbérest 36 8,000
received in India ®

2. Dividend from a Japanese Company received im&yd 1 12,000

3. Profit from a business in Mumbai, but managedatiy from 00 -
Sydney

4, Profit on sale of shares of an Indian compaocgix@d in India 65,000 96,000

5. Income from a business in Chennai ¢ 28,000 32,000

6. Fees for technical services rendered in Sydndyreceizehi 1,25,000 -
Sydney. The services were, however, utilized indn

7. Interest on savings bank deposit in Central B a 8,000 18,000

8. Agricultural income from a land situated in Gaj 40,000 40,000

9

. Rent received in respect of house proper, ad 86,000 60,000
10. Life insurance premium paid - 35,000

Question 3 b

From the following details, find out the salar ble to tax for the assessment year 2013-14 -

Mr. A is a regular employee of Malp%td. in MueabHe was appointed on 1.3.2012 in the scale
d

of 25,000-2,500-35,000. He is paie ness alloegwhich forms part of salary for retirement
benefits) @15% of basic pay and o equivalenh®and a half month’s basic pay as at the end
of the year. He contributeqs%?of his salary (gmy plus dearness allowance) towards his
recognized provident fun company contebtite same amount.

He is provided free ho cility which has begken on rent by the company at Rs. 15,000 per
month. He is also ith following facilitie

(i) The comp eimbursed the medical treatment Ibilhis daughter of Rs. 40,000, who is

dependent on :
(i) The monthly sdlary of Rs. 2,000 of a house keepezimbursed by the company.

(i) He Wg telephone allowance @ Rs. 1,000 pertim

(iv) giftoucher of Rs. 2,100 on the occasion ofrharriage anniversary.

(V){ The pany pays medical insurance premium to teffieensurance on the health of Mr. A of
Rs./12,000.

(vi) "Motor Car running and maintenance charges fullyg pgi employer of Rs. 36,600.
(The motor car is owned and driven by Mr. A. Thgier cubic capacity is below 1.60 litres.
The motor car is used for both official and perdqnapose by the employee.)

(vii) Value of free lunch provided during office hourdRis. 1,000.

Question 4

Mr. Raju owns one residential house in Delhi. Thede is having two identical units. First unit of
the house is self-occupied by Mr. Raju and anatingris rented for Rs. 12,000 p.m. The rented unit
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was vacant for 3 months during the year. The pdeis of the house for the previous year 2012-13
are as under:

Standard rent Rs. 2,20,000 p.a.
Municipal valuation Rs. 2,44,000 p.a.
Fair rent Rs. 2,35,000 p.a
Municipal tax (paid by Mr. Raju) 12% of municipaluation
Light and water charges Rs. 800 p.m.
Interest on borrowed capital Rs. 2,000 p.m.
Insurance charges Rs. 3,500 p.a.
Repairs Rs. 164000 p.a.
Compute income from house property of Mr. Rajutfer A.Y. 2013-14. K

uestion 5

Following gifts are received by Mrs. Sakshi, whocarrying on jewellery b Ss, during the

previous year 2012-13:

(i) On the occasion of her marriage on 07.09.2012 hsisereceived ,20,000 as gift out of
which Rs. 85,000 are from relatives and balance fireends.

(i)  On 03.10.2012, she has received cash gift of R&0PZrom cousin of her

(i) A mobile phone worth Rs. 15,000 is gifted by hésrfd on 21.09.2042.

(iv) She gets a cash gift of Rs. 32,000 from the eldethbr &er husband's grandfather on
10.12.2012.

(v) She has received a cash gift of Rs. 18,000 frondr 1.2013.

(vi) She has received bullion, the fair market Im ch was Rs. 75,000 on her
birthday,19.01.2013.

Mrs. Sakshi purchased from her friend, who i

2,50,000 on 25.01.2013, the fair market valu

mother.

ing jewellery business, jewellery at Rs.
as Rs. 5,00,000 on that date. Mrs. Sakshi
sold these jewellery in the course of herusi .03.2013.
Further, on 2.03.2012, Mrs. Sakshi purc dimgilat Rs. 20,00,000 from her friend. The Stamp
duty value of the building as on 02.03.2013wvasZ800,000.

Compute the income of Mrs. Sa?b hargeable utiterhead ‘Income from other sources’ for

A.Y.2013-14.

uestion 6
The basic salary of Mr. 65 years) is Rs0d@G p.m. He is entitled to dearness allowance,
which is 40% of basic . 50% of dearness alme forms part of pay for retirement benefits.
Both Mr. A and mployer contribute 15% of basatary to the pension scheme referred to in
section 80CCD.

Mr. A has made the following investments/paymenisrg) the F.Y.2012-13 —

S.No. Particulars Rs.

(1) ion to PPF 80,000

(2) Payment of tuition fees to DPS for educatibhis daughter studying in Class X 35,000

(3 Repayment of housing loan taken from CorporaBank 20,000

4) ontribution to approved pension fund of LIC 15,000

(5) Subscription to RGESS 40,000
uestion 7

Mr. Amit, who does not maintain books of account tltee year ended 31.3.2013, requests you to
compute his total income and the tax payable timefeo the assessment year 2013-14 from the
following information:
() Basic Salary - Rs. 35,000 p.m.

CCA - Rs. 1,500 p.m.

HRA - Rs. 7,000 p.m.
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(i)  Amit resides in Delhi, paying a rent of Rs. 8,0@® month.

(i) Amit is paid an education allowance of Rs. 600 penth per child for all the three of his
children. Actual expenses (tuition fees only) anteun Rs. 20,000, Rs. 14,000 and Rs. 10,000
respectively.

(iv) He bought a heavy goods vehicle on 25.8.2012 ardbblan letting it on hire from the same
date. He declares an income of Rs. 29,800 fronsdhee.

(v) Interest from company deposits is Rs. 22,000 an# B® interest is Rs. 8,000.

(vi) Interest is payable on bank loans availed for byyire truck and making company deposits as

follows:-
Purpose Date of loan Amount In st rate
Truck purchase 1.4.2012 6 lakhs 2%\p.a.
Company deposit 1.10.2012 2 lakhs 10% pha.
(vii) Brought forward loss arising from speculating iruss during the precedi ious year and
eligible for set-off is Rs. 2,00,000.
(viii) Amit has invested Rs. 15,000 in notified equitykéd saving scheme Rs. 64,000 in

PPF, Rs. 12,000 as life insurance premium on his lde (sum ass RsS."1,00,000) and Rs.
18,000 towards pension fund of LIC.

Question 8 °

Paras is resident of India. During the F.Y. 2012ifi8erest of Rs %@,00 was credited to his Non-
resident (External) Account with SBI. Rs. 30,00@jngy inte fixed deposit with SBI, was
credited to his saving bank account during thisgoerHe e ﬁ- Rs. 3,000 as interest on this
saving account. Is Paras required to file returimodme?

What will be your answer, if he owns one shop im ng area of 150 sq. ft.?

Question 9

Explain the treatment of unrealized rentz/an @ry in subsequent years under the provisions of
Income-tax Act, 1961.

Question 10

Anshu transfers land and buildi

@1-2013famﬂshes the following information:

Particulars (Rs.)

() Net consideration recei 14,00,000
(i) Value adopted by S aluation Authority 17,00,0
(ii) Value ascertaine luation Officer on referebgéhe Assessing Officer 18,00,000

d by Anshu on 1-04-1981. Mairket value of the land as  1,10,000

(iv) This land q
on 01-04-108¥ was
(v) A Residential building was constructed on land mglAu at a cost of Rs. 3,20,000

(coRstruction completed on 01-12-2002 during finalngear 2002-03)
ward short term capital loss incurredsafe of shares during financial year 2008-

RS. 1,50,000,
Ar@ s your advice regarding the amount tonested in NHAI bonds so as to be exempt
fro ital gain tax under the Income-tax Act, 1.96

Cost inflation index for FY 1981-1982 : 100

Cost inflation index for FY 2002-2003 : 447

Cost inflation index for FY 2012-2013 : 852

Question 11

Mr. Y carries on his own business. An analysisisfttading and profit & loss for the year ended 31-
3-2013 revealed the following information:

(1) The net profit was Rs. 11,20,000.

(2) The following incomes were credited in the profiddoss account :
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(a) Dividend from UTI Rs. 22,000.
(b) Interest on debentures Rs. 17,500.
(c) Winnings from races Rs. 15,000.
(3) It was found that some stocks were omitted to lnbuded in both the opening and closing
stocks, the value of which were:
Opening stock Rs. 8,000.
Closing stock Rs. 12,000.
(4) Rs. 1,00,000 was debited in the profit and losaat; being contribution to a University
approved and notified u/s 35(2)(ii).
(5) Salary includes Rs. 20,000 paid to his brother Wwisaunreasonable to the extent s. 2,500.
(6) Advertisement expenses include 15 gift packets rgf fouits costing Rs. 1,000~ perpacket
presented to important customers. ‘ !

(7) Total expenses on car was Rs. 78,000. The car wed hoth for busj and personal
purposes. ¥th is for business purposes.
(8) Miscellaneous expenses included Rs. 30,000 pail 80CO., a goods rt operator in

cash on 31-1-2013 for distribution of the compamyrsduct to the w. OUSES.
(9) Depreciation debited in the books was Rs. 55,0wbra:iati(q/e as per Income-tax

Rules, 1962 was Rs. 50,000.
(10) Drawings Rs. 10,000. °
(11) Investment in NSC Rs. 15,000.

Compute the total income of Mr. Y for the assesdrgear 201@

Question 12
During the previous year 2012-13, the foIIowinta% occurred in respect of Mr. A.
(]

(&) Mr. A had a fixed deposit of Rs. 5,00,000 in8a ia. He instructed the bank to credit the
interest on the deposit @ 9% from 1-4-20@ 33 to the savings bank account of Mr. B,

son of his brother, to help him in his cation.
(b) Mr. A holds 75% share in a partner Iim. Mrsrekeived a commission of Rs. 25,000 from
t

the firm for promoting the saldés, of firm. MiA. possesses no technical or professional

r@, 2012. Dung the previous year, the flat generated a net
LA

IS minor son who istexl the same in a business and he got a
rom the investment.
d an income of Rs. 20,00@otigh a business activity involving

gualification.
(c) Mr. A gifted a flat to Mrs. A

income of Rs. 52,000 to
(d) Mr. A gifted Rs. 2,00,0

share income of Rs.
(e) Mr. A’s minor so

application o killband talent.
During the year, NMit. A got a monthly pension of R€,000. H had no other income. Mrs. A
received salary of RS. 20,000 per month from a foae job.

Discuss the tax ygnplications of each transactioh @mpute the total income of Mr. A, Mrs. A and
their min i

ion

M . commenced operations of the business éwa four-star hotel in Chennai on 1.4.2012.
The company incurred capital expenditure of Rsla#&@ during the period January, 2012 to March,
2012 exclusively for the above business, and dag®ththe same in its books of account as on 1st
April, 2012. Further, during the previous year 241 it incurred capital expenditure of Rs. 2.5
crore (out of which Rs. 1 crore was for acquisitmnland) exclusively for the above business.
Compute the income under the head “Profits andsgaifirbusiness or profession” for the assessment
year 2013-14, assuming that MNP Ltd. has fulfillall the conditions specified for claim of
deduction u/s 35AD and has not claimed any deductiaer Chapter VI-A under the heading “C. —
Deductions in respect of certain incomes”. Theiggdfom the business of running this hotel (before
claiming deducting u/s 35AD) for the assessment Y84 3-14 is Rs. 80 lakhs. Assume that the
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company also has another existing business of mgnmi four-star hotel in Kanpur, which
commenced operations 5 years back, the profits fsmeh was Rs. 130 lakhs for assessment year
2013-14.

Question 14
Mr. Mohit is employed with XY Ltd. on a basic satanf Rs. 10,000 p.m. He is also entitled to

dearness allowance @ 100% of basic salary, 50%hathams included in salary as per terms of
employment. The company gives him house rent abhoeaf Rs. 6,000 p.m. which was increased to
Rs. 7,000 p.m. with effect from 1.01.2013. He asb an increment of Rs. 1,000 p.m. in his basic

salary with effect from 1.02.2013. Rent paid by ldaring the previous year 2012-13 is as under:
April and May, 2012 - Nil, as he stayed with hisqrds

June to October, 2012 - Rs. 6,000 p.m. for an aotodation in Ghaziabad

November, 2012 to March, 2013 - Rs. 8,000 p.mafoaccommodation in Delhi

Compute his gross salary for assessment year 2013-1 O

Question 15

Ms. Vaishali, employed in a private sector compdugnishes the followin mation for the year
ended 31.03.2013.

Particulars ° (Rs.)

Tax on non-monetary perquisite paid by employer 20,000
Amount contributed by her during the year are gibelow:

Income from salary (computed) \ 3,45,000
Bank interest % 15,000

Contribution to recognized provident fund 60,000

Subscription to eligible infrastructure bond 25,000

Health insurance premium-on self (paid by cr e) 7,000
Medical expenditure for dependent sist ith 20,000

Compute the total income of Ms. Vaisha saessment year 2013-14.

Question 16

[ ]
Mr. Vaibhav owns five houses ;@ Computegtess annual value of each house from the

information given below:
House-l House-ll House-lll House-IV House-V

Municipal Value Q’ 1,20,000 2,40,000 1,10,000 90,000 75,000

Fair Rent 1,50,000 2,40,000 1,14,000 84,000 80,000
Standard Rent 1,08,000 NA 1,44,000 NA 78,000
Actual Rent Receiviéd/Receivable 1,80,0110,000 1,20,000 1,08,000 72,000

uestion17

Mr. Ram r. Suresh are brothers and they éatime following incomes during the financial
ye 12+13. Mr. Ramesh settled in Canada in #er §995 and Mr. Suresh settled in Delhi.
Campute) the total income for the assessment yek8-20.
S. articulars Mr. Ramesh Mr. Suresh
1. Interest on Canada Development Bond (only 50%ntdrest

received in India) 35,000 40,000
2. Dividend from British company received in London 8,200 20,000
3. Profit from a business in Nagpur, but managedctirefrom

London 1,00,000 1,40,000
4. Short term capital gain on sale of shares of ammcompany

received in India 60,000 90,000
5. Income from a business in Chennai 80,000 70,000
6. Fees for technical services rendered in India, reagived in 1,00,000
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Canada
7. Interest on savings bank deposit in UCO Bank, Delh 7,000 12,000
8. Agricultural income from a land situated in Andifteadesh 55,000 45,000
9. Rent received in respect of house property at Bhop 1,00,000 60,000
10. Life insurance premium paid 30,000
Question 18

Mr. Harish is the Production Manager of XYZ LtdoRr the following details, compute the taxable
income for the assessment year 2013-14.

Basic salary . 58,000pm
Dearness allowance 40% of basic\salary
Transport allowance (for commuting between placeesidence and office) Rs.,3,080pm
Motor car running and maintenance charges fullyd gai employer (The

motor car is owned by the company and driven byethployee. The engine
cubic capacity is above 1.60 litres. The motorisansed for both official

and personal purpose by the employee.) 60,000
Expenditure on accommodation in hotels while tagiron official dutie
met by the employer 80,000
Loan from recognized provident fund (maintainedts employer) 60,000
Lunch provided by the employer during office ho@sst to the oyer 24,000
Computer (cost Rs. 35,000) kept by the employethenresi e Of Mr.
Harish from 1.06.2012
Mr. Harish made the following payments: O
Medical insurance premium: Paid in Cash (rb 4,800

Paid by account pay: sed cheque 15,200

Question 19 (b
Discuss the correctness or otherwise o Mlacome deemed to accrue or arise in India to
floe

a non-resident by way of interest, réyalty a gechnical services is to be taxed irrespeative

territorial nexus”. i x

Question 20
Mr. Ashok, an employee@ , furnishes theofwilhg particulars for the previous year ending

31.03.2013.
Particulars (Rs.)

(i) Salary mco’ year 7,25,000
(i) Salary for finagcial year 2009-10 received during year 80,000
(i) Assessed income for the financial year 2009-10 ,A0Mm
You are gequestgd by the assessee to compute uidi&0 of the Income-tax Act, 1961 in terms of
tax payablefepassessment year 2013-14.

Th es @f income tax for the assessment yedr-20%re :

Tax rate (%)

On s. 1,60,000 Nil
On Rs. 1,60,000 — Rs. 3,00,000 10
On Rs. 3,00,000 — Rs. 5,00,000 20
Above Rs. 5,00,000 30
Education cess 3
Question 21

Will a charitable trust be forfeited of tax exengptigranted to it, if it holds shares in public sect
company? Will a charitable trust having businessig and income of Rs. 20,00,000 and Rs.
2,00,000, respectively, be denied the tax exemption
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Question 22

Dr. Gurumoorthy, a resident individual at Maduegged 50 years is running a clinic. His Income and
Expenditure Account for the year ending March 20Ht3 is as under:

Expenditure Rs. Income Rs.
To Medicine consumed 8,40,00By Consultation and Medical charges 21,00,000
To Staff salary 4,25,000By Income-tax refund (principal Rs.
To Clinic consumables 1,55,00a5,000, interest Rs. 1,500) 16,500
To Rent paid 1,20,000By Dividend from Indian companies 27,000
To Donation to IIT Delhi for By Winnings from lottery (Net of TDS) 35,000
Research approved u/s 35(2AA) 1,00,0@®y Rent 54,000
To Administrative expenses 3,00,000
To Net Profit 2,92,500

22,32,500 22432,500

(i)  Clinic equipments are:

01.04.2012 Opening WDV Rs. 4,50,000
07.02.2013 Acquired (cost) Rs. 1,00,000 v
(i) Rent received relates to property let out at Maduesioss Armqual Walue Rs. 54,000. The

municipal tax of Rs. 9,000, paid in January 2013 I&en ingluded in “administrative

() Rent paid includes Rs. 36,000 paid by cheque tosvamat for his residen

expenses”.

(iv) Dr. Gurumoorthy availed a loan of Rs. 5,50,000 fr for higher education of his
daughter. He repaid principal of Rs. 50,000, and'eo on Rs. 65,000 during the year
2012-13.

(v) He paid Rs. 60,000 as tuition fee to the unh@ time education of his son.

From the above, compute the total income of Dr hy for the assessment year 2013-14.

Question 23
Dinesh received a vacant site as gift fromhigitien November 2002. The site was acquired by his
friend for Rs. 3,00,000 in April 1990" Dinesicansted a residential building during the year 2004-

05 in the said site for Rs. 15,00,000. carriedsome further extension of the construction m th
year 2007-08 for Rs. 5,00,000.
Dinesh sold the residential Dui

or Rs. 55000 in January 2013 but the State stamp valuation
authority adopted Rs. 65,0 value for thpgae of stamp duty.
Compute his long term ca@ain, for the assessiyear 2013-14 based on the above information.
The cost inflation i e{m s follows:

)

Financial Year lation index
1990-91 182
2002-03 447
2004-05 ° 480
2007-08 551
20@ 852

Questiern 24

A car purchased by Dr. Soman on 10.08.2010 for 55,000 for personal use is brought into
professional use on 1.07.2012 by him, when its etarlue was Rs. 2,50,000.

Compute the actual cost of the car and the amdudépreciation for the assessment year 2013-14
assuming the rate of depreciation to be 15%.

Question 25

Mr. Abhishek, a senior citizen, pledged his residérhouse with a bank under a notified reverse
mortgage scheme. He was getting loan from bank onthly installments. Mr. Abhishek did not
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repay the loan on maturity and hence, gave possessithe house to the bank to discharge his loan.
How will the treatment of long-term capital gaind® such reverse mortgage transaction?

Question 26
Sanjay engaged in various types of activities githes following information for the year ended
31.03.2013.

(Rs.)
Loss from automobile business (Total turnover R30©800) 1,10,000
Profit from wholesale trade in furniture items la pprescribed percentage of turnover ast,00,000

per section 44AD
Brought forward loss relating to discontinued texbiusiness (discontinued w.e.f. ,09,000
01.06.2008)

Short term capital loss on sale of vacant sitendutie year 70,000
Profit from speculation business related to oibdsee 1,10,000
Loss from speculation business brought forwardrafated to cotton (brought 1@ 0 50,000
from assessment year 2012-13)

Brought forward unabsorbed depreciation of tradiiiniture items related 60,000
assessment year 2012-13

Note: Aggregate total business turnover of Sanjape assumed as b the limit prescribed u/s
44AB.

Compute the total income of Sanjay for the assessysar 20]%

Question 27

Explain how contributions to political parties ade ible in the hands of corporate and non-

corporate assessees under the income-tax law.

Question 28
Compute the total income of Mr. An the assaent year 2013-14 from the following
if heelS:

particulars of income furnished by Him,
() Resident and ordinary resident;
(i) Resident but not ordinarily g@wt,

(i) Non-resident

Particulars (Rs.)
(@) Rent from property i ork deposited in a bankew York, later on 90,000
remitted to India approved banking channels

(b) Fees forte | Services rendered in Japanex@ived in Japan. The services 50,000
were, howeveg, utilized in India.

(c) Dividend from an Australian Company received in #alsa 15,500
(d) Profit on sale of shares in Indian Company receinedanada 27,500
(e) Divi from Indicom Ltd., an Indian Company 15)00
) ricultural income from land in Rajasthan 46,000

Quésiien 29

Mr. Rupesh is the Finance Manager of Vaibhav Cagstn Pvt. Ltd. and he is in receipt of the
following emoluments from his employer. Compute tiaisable salary for the Assessment year 2013-
14.

Particulars Rs.

Basic Salary

Up to 30.9.2012 28,000 p.m.

From 1.10.2012 35,000 p.m.

D.A. (forming part of retirement benefits) 16,000np

Transport allowance 2,800 p.m.
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Employer’s contribution to recognised provident duri8% of basic salary and dearness

(R.P.F) allowance

Interest credited to recognized provident fund @10% 40,000

Children education allowance (total p.m.) 240 p&ee Note below)
Entertainment allowance 450 p.m.

Hostel expenses allowance (total p.m.) 600 p.ne (&&e below)
Tiffin allowance 7,500 p.a.

Professional tax paid (Rs. 2,500 was paid by R00

employer)

children of Mr. Rupesh, aged 16 years and 14 y&am@;cordance with the policy of iR loyer.
re allowance in
drep/education
oyee’s child up to

As per the said policy, the eligible children eduaraallowance and hostel expendit
respect of an employee’s child above 15 years efvemuld be double the eligible
allowance/hostel expenditure allowance, as the oasebe, in respect of an ¢
15 years of age.

Question 30
Two brothers, Vinay and Nitesh, are co-owners dbase property‘h& al share. The property
f

Note: Children education allowance and hostel esljpere allowance have been gi%twc

was constructed during the financial year 199799& property €onsist$,of, four identical units and
Is situated at Jodhpur.

During the financial year 2012-13, each co-owneupged on
two units were let out at a rent of Rs. 18,000 penth pe
property is Rs. 8,00,000 and the municipal taxesl&fb6 o
the year by the owners. The other expenses wetdl

it for residence and the remaining
municipal value of the house

ictpal value, which were paid during

Rs.
(1) Repairs and maintenance charges 32,000
(i) Light and water charges (b 15,000
(i)  Insurance premium paid 20,000
(iv)  Interest on borrowed capital for constructmrhouse 1,80,000

Vinay could not occupy his unit nths &svilas transferred to Jaipur. He does not own any
other house.

You are required to compuje, t
Nitesh for the assessmentiye

Question 31 ,%(b

One of the let out units remained vi for onatimduring the year.

come under tlagl Hacome from House Property’ of Vinay and
013-14.

Mr. Sanjay is endaged in wholesale trade, havimgotter of Rs. 40,00,000 for the financial year
2012-13. His income from the said business as pek$of account is computed at Rs. 2,55,000.
Wholesale trade js the only source of income of 8mjay.
i Is jay eligible to opt for presumptive dete@ration of his income chargeable to tax for
e assessment year 2013-147?
(D8 If sp,” determine his income from wholesale tradepas the applicable presumptive tax
isions.
(i) In case Mr. Sanjay does not opt for presumptivattar of income from wholesale trade, what
are his obligations under the Income-tax Act, 19617
(iv) What is the due date for filing his return of ina®nmder both the options?

Question 32

Mr. Tata is engaged in the business of growing emihg coffee in Yercaud, Tamil Nadu. The
whole of coffee grown in his plantation is curecklé¥ant information pertaining to the year ended
31.3.2013 are given below:
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Particulars (Rs.)
WDV of car as on 1.4.2012 5,00,000
WDV of machinery as on 1.4.2012 (15% rate) 20,00,000
Expenses incurred for growing coffee 4,25,000
Expenditure for curing coffee 5,33,000
Sale value of cured coffee 31,00,000

The car is used both for agricultural operationd &or personal purposes. 50% is attributable to
personal use. The expenses incurred for car ruramdgnaintenance are Rs. 1,10,000. The machines
were used in coffee curing business operations.

Compute the income arising from the above actwifer the assessment year 2013- Show the
WDV of the assets as on 31.3.2013. }\

paid stamp duty at the rate of 10% on stamp dutyevaf Rs. 2,50,000. Bair market value of
property on 1.4.1981 is Rs. 2,60,000.

In January 1985, Mr. Shivam entered into an agreémih Mr. Namit for $ale’of such property for
Rs. 4,20,000 and received an amount of Rs. 50,8Ghadvance. Hgwever, as Mr. Namit did not
pay the balance amount, Mr. Shivam forfeited theaade. °

In March, 1988, Mr. Shivam constructed the firgiofl by incurri
the said house on 25th January, 2013 for Rs. ZK)00Stamp(dt
of 12% of stamp duty value of Rs. 34,00,000. Shiveas paiehbre
transaction.
He purchased a residential house on 12th May, ,00,000. He invested Rs. 3,50,000 in
NHAI Bonds on 29th September, 2013

Compute the capital gains chargeable to ta s of Mr. Shivam for the assessment year
2013-14.

Financial Year Cost Inflation Index

1981-82 100 g

1984-85 125
1087-88 150 (b
2012-13 %

Question 33
Mr. Shivam purchased a residential house in Felpyd&79 for Rs. 2,40,00 ition, he also

%cost of Rs. 1,35,000. He sold
ty 1S paid by purchaser at the rate
Kejage @ 1% to the broker on sale

Question 34
Compute the income able under the head “ladoom other sources” from the following
details furnishe rsed ripti pertaining to tyear ended 31.3.2013 :

(i) Cash gift of Rs. 1,01,000 received from her frieswal the occasion of her 25th wedding
anniversary.

(i)  On the abgye occasion, a diamond necklace worthl®$acs was presented by her brother
livin nada.

(iii) the occasion of her birthday, she gets a gi& cér worth Rs. 2,40,000 from her friend.

(iv), Intefe'st on enhanced compensation received amguiatiRs. 3,50,000. Out of this interest, Rs.

7000 relates to the previous year 2009-10, R€,000 relates to the previous year 2010-11

and Rs. 1,65,000 relates to the previous year 2@11-

(v) She has received interest of Rs. 7,000 on posteo$tavings bank account during the year.

Question 35

Compute the total income of Mr. & Mrs. Shah frone tiollowing information for the Assessment
Year 2013-14:

Particulars (Rs.)

(i) Income from profession of Mr. Shah 4,80,000

(i) Salary income (computed) of Mrs. Shah 3,00,000
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(i) Long term capital gain (computed) of Mrs. Shahdtigh sale of land which has  2,20,000
been gifted by Mr. Shah on their wedding annivegsar

(iv) Income of minor son ‘A’ who suffers from disabilispecified in Section 80U 95,000

(v) Income of minor daughter ‘B' from a music talenbwh 75,000

(vi) Interest from bank received by ‘B’ on deposit madéof income earned from a 5,000
music talent show

(vii) Income of minor married daughter ‘C’ from compargpdsit 25,000

Question 36

Mr. Vivek furnished the following information fohé assessment year 2013-14:
Particulars
Income from salaries

Loss from house property
Income from business (before providing for deprang O

54,000
(86,000)

Long term capital gain from shares (STT paid) 32,000
Short term capital loss u/s 111A & (25,000)

Short term capital gain from sale of land
Long term capital loss from sale of building

Share of profit in a firm in which he is a partner ° 45,000
58,000

Winnings from lottery (Gross) \

Loss on gambling (8,000)
Dividend from a domestic company carrying on adtical i 15,000
Income from betting @ 10,000
Current year depreciation 60,000
Brought forward business loss relating to asses 11-12 1,20,000
You are required to:

(a) Compute the gross total income and

(b) Ascertain the amount of losses that forward.

Question 37
The gross total income of Mr. %n for the A.Y012-14 is Rs. 4,88,000. He has made the

following investments/pay t3 duting the F.Y. 2aB3>-

() Deposited Rs. 30,000 deposit in the nafmaiaor son in IDBI bank.

(i) Paid Rs. 18,000 tow@ emium to effect an insze@an the life of his wife.

(iif) Purchased IDFC% ucture bonds for Rs. 32ja00ovember 2012.

(iv) Contribute 1 0 to National Defence fund.

(v) Donated Rs.24,000 to a Government recognizedutist for scientific research.

You are required to”compute the total income of Khetan for the assessment year 2013-14,

assuming,that his gross total income does not dechny income under the head ‘Profits and gains
of busine ofession’, ‘Capital gains’ andoime taxable at flat rate of 30% u/s 115BB.

ion
Mr. ik, a resident individual aged 60 years masred from the services of the Central
Government on 31.8.2012. You are required to comphe total income of Mr. Manik from the
following particulars of his income and other distai
1. Salary @ Rs. 10,000 p.m.
2. Pension @ Rs. 6,000 p.m. for September 2012 torbDleee2012.
3. On 1.01.2013, he got 1/3rd of his pension commide®&s. 2,40,000.
4. A house plot at Kanpur sold on 27.11.2012 for R5Q,000. Mr. Manik purchased the same on
24.02.1980 for Rs. 57,000. The stamp valuation@itthhad assessed the value of said house
plot at Rs. 12,00,000 which was neither disputedh®ybuyer nor by him. The value of this
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house plot as on 1.4.1981 was Rs. 1,05,000 (Theicfation index for the year 2012-13 is
852).

5. Received interest of Rs. 47,250 on bank FDRs, diddof Rs. 8,500 on mutual fund units,
specified u/s 10(23D) and interest on maturity &Nof Rs. 82,500, out of which an amount of
Rs. 67,500 was already disclosed by him on acdrasis in the returns upto assessment year
2012-13.

6. Investment in purchase of NSC for Rs. 65,000 arydneat of premium of Rs. 16,000 (by way of
a cheque) to effect an insurance on the healthelbfamnd wife. Payment of premium of Rs.
53,000 for insuring the life of self and spouse.

Question 39
Examine the applicability of the provisions for detion of tax at source in the following cases for

the assessment year 2013-14 :

() Saurav, an employee of the Central Government & tdureceive arrears Of salary for the
earlier three years in the P.Y. 2012-13. He engquivkether such amouRt of arrears would be
subject to deduction of tax during the previousryZH 2-13.

(i) X Ltd. entered into an agreement with ABC Consugidor proyidin eering services to
the company for a consideration of Rs. 7,500 pentmoABC sultants requires X Ltd. to
deduct tax at source @ 2% u/s 194C. The accouatatt_td. state§,that tax deduction should
be @ 10% u/s 194J. State the correct position.

(i) Mr. Sharma has to make payment of Rs. 5 lacs toyyl
during the last two quarters of the year ended 3203
ended 31.3.2012 was Rs. 62 lacs. Is there anyatialigof
on payment to be made to Mr. Y?

(iv) Nishant has to pay Rs. 1 lac to DSM Ltd., are tractor who, under the contract dated
15th October, 2012, manufactures a p cogrtbnspecification of Nishant by using
materials purchased from Nishant. Nis 's turnofrem business for the year ended
31.03.2012 was Rs. 80 lacs.

(v) Interest amounting to Rs. 55,000 payable to Cotmordank by A Ltd.

actor (for business purposes)
harma’s turnover for the year
. Sharma to deduct tax at source

Question 40

State whether filing of inco

the following cases:

() Mr. Chauhan, a n
deduction of Rs.

x%rn Is madatfor the assessment year 2013-14 in respect of

ident (aged 82 years) hatotg) income of Rs. 1,60,000 after
000 under Chapter VI-A. Higaltincome comprises of Income from

house prop ndynterest income.
(i) Registered tragde union eligible for exemption WE4) having following incomes:

Income from house property (computed) Rs. 1,10,000
IncQme frorg other sources (computed) Rs. 50,000
(i) A Li iability Partnership (LLP) with businedsss of Rs. 1,80,000 during the previous
ar 2012-13.
Queésiion 41 10 marks
Mr. Hari provides the following information for theear ending 31-03-2013:
Rs.
(i) Rentfrom vacant site let on lease 1,12,000
(i)  Rent from house property at Delhi 20,000pm
(i) Turnover from retail trade in grains (No books of@unt maintained) 24,37,500
(iv) Arrears of salary received from ex-employer 40,000
(v) Purchase of 10,000 shares of X Co. Ltd., on 01@192 1,00,000
He received a 1:1 bonus on 01-01-2010. Sale of05h@dius shares in September,
2012 2,20,000
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(vi) Received Rs. 1,50,000 on 12-02-2013 being amounfrdm Mr. A relating to goods supplied
by Hari’s father, which was written off as bad delthis father in Assessment Year 2011-12
and allowed as deduction. Hari’s father died iry A@i11.

(vii) Brought forward business loss relating to discardth textile business of Hari
relating to the Assessment Year 2011-12. 1,97,500

(viii) Brought forward depreciation relating to discongduextile business of Hari 1,50,000

(ix) Hari contributed Rs. 30,000 to Prime Minister's idaal Relied Fund and Rs. 40,000 to
Charitable Trust enjoying exemption u/s 80G

Compute the total income & the tax thereon of MariHor the Assessment Year 2013-14.

Question 42 8 marks
Mr. B is the Kartha of a HUF, whose members deimeeme as given below:
S.

(i) Income from B’s profession 45,000
(i) Mrs. B salary as fashion designer 76,000
(i) Minor son D (interest on fixed deposits with a bavitkich were gift him by

his uncle) 10,000
(iv) Minor daughter P’s earnings from sports 95,000
(v) D’s winnings from lottery (gross) ° 1,95,000
Discuss the tax implications in the hands of Md Mrs. B. \
Question 43 8 marks
Mr. C inherited from his father 8 plots of land1i@i80. His r fad purchased the plots in 1960 fo
Rs. 5 lakhs. The fair market value of the plot®asl-4- was Rs. 8 lakhs. (Rs. 1 lakh for each
plot).
On ' June 2001, C started a business of de ' sconverted the 8 plots as stock in trade of

date. In June 2005, C sold the 8 plots fo ad.
In the same year he acquired a restdentialMrOuwgeepy for Rs. 45 lakhs. He invested an amount of
Rs. 5 lakhs in construction of one 20 floor ia house in June 2006. The house was sold by him

his business. He recorded the plots in fﬁ Eoo 45 lakhs being the fair market value on that

in June 2012 for Rs. 63,50,000.

The valuation adopted by t istration authesifor charge of stamp duty was Rs. 92,50,000. As
per the assessee’s reque sessing offickr aneeference to a valuation officer. The value
determined by the valua icer was Rs. 94,20,Brokerage of 1% of sale consideration was
paid by C. The releva nflation Indices are
F.Y.1981-82 00
F.Y. 2001-02 426
F.Y. 2005-06 497
F.Y.2006:07 519
F.Y. 201 852
GiveTthe tax computation for the relevant assessyears with reasoning.
Queéstion’ 44 8 marks
Following is the profit and loss account of Mr. @ the year ended 31-03-2013:

Particulars Rs. Particulars Rs.
To Repairs on Building 1,81,00By Gross Profit 6,01,000
To Interest 1,10,000By I.T. Refund 8,100
To Amount paid to IIT, Mumbai for an By Interest on Company
approved Scientific research programme 1,00,0D6posits 6,400
To Travelling 1,30,550
To Net Profit 93,950

6,15,500 6,15,500
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Following additional information are furnished:

(1) Repairs on building includes Rs. 1,00,000 being obkying a toilet roof.

(2) Interest payments include Rs. 50,000 on which TS hot been deducted and penalty for
contravention of Central Sales Tax Act of Rs. 28,00

Compute the income chargeable under the head t®anid gains of Business or Profession” of Mr.

Q for the year ended 31-03-2013 ignoring depremati

Question 45 8 marks

Mr. Rahul an assessee aged 61 years gives theviiofjanformation for the previous year 31-03-
2013:

Sr. Particulars

a. Loss from profession 1, 0
b. Capital loss on the sale of property — short term 5,000
c. Capital gains on sale of shares — long term 2,05,000
d. Loss inrespect of self-occupied property 15,000
e. Loss inrespect of let out property 30,000
f.  Share of loss from firm 1,60,000
g. Income from card games 55,000
h.  Winnings from lotteries ° 1,00,000
i.  Loss from horse races in Mumbai \ 40,000
j.  Investment in Rajiv Gandhi Equity Saving Scheme oQa,
k. Medical Insurance premium paid by cheque 18,000
Compute the total income of Mr. Rahul for the ass®ant 5‘0 -14.

Question 46 8 marks
Discuss whether he following receipts are t o indicate the head of income under which

the same is taxable:

() Bonus shares received by eqwty S |der aridrpree shareholder.

(i) Loan advanced by a company the publicrextesubstantially interested to a person
holding 15% of the benef|C| rshlp of the gheapital of the company.

(i) Medical allowance receive ployee, theeatnount of which has been spent by him
for medical treatment.

(iv) Receipt of a cash glft 0 000 from a friemcthe occasion of wedding anniversary.
(v) Contribution to prov nd recovered from anpbogee by an employer.
(vi) Gift of a plot_of ven to a chartered accamitby one of his clients. The chartered

appreciation @ his personal qualities.
(vii) A lawyer closed down his profession. Subsequerglatcepted a case on the insistence of his
frieRd but advised his friend to pay the fee pagablhim directly to a charitable trust.
(viii) Pay om unrecognised provident fund at theetiaf retirement which consists of
pl@yee’s contribution, employer’s contributiordanterest on both contributions.

accountanb n fully compensated for his gegvand this gift has been given in

Quesiier 47 4 marks

Bharghav doing textile business furnishes you gtlewing information:
Total turnover for the financial year:

Rs.
2011-12 1,01,00,000
2012-13 99,00,000

State whether the provisions of tax deduction atre® are attracted for the following expenses
incurred during the financial year 2012-13:

Rs.

Interest paid to Indian Bank on Term Loan 92,800
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Advertisement expenses to R (two individual paymeftRs. 24,000 and Rs. 34,000) 58,000
Factory rent paid to C 1,85,000
Brokerage paid to B 6,000
Question 48 4 marks

Enumerate the circumstances in which an indivicasgessee is empowered to sign & verify his
return of income u/s 139 by himself or otherwiseabyauthorised signatory.

Question 49 4 marks
Discuss the tax implication arising consequentaiaversion of a Capital Asset into stocksin-trade of
business and its subsequent sale.

Question 50 marks
How is VAT computed under the subtraction method? O

Question 51 4 marks
Enlist any six purchases eligible for availing ihpax credit.

Question 52 ° \/ 4 marks
Discuss the compulsory and voluntary registratioder VAT. \

Question 53 4 marks

D & Co. has been providing taxable services for ears. Its gross value of taxable
services provided during the financial year 201 011-12 is 12 lakhs and 8.75 lakhs
respectively. During the financial year 2012-13jigvi service for Rs. 13 lakhs. Calculate the
service tax liability of D & Co. for the financi 2-13. Rate of Service Tax 12%, Education

cess 2% and Higher Education cess @

Question 54 4 marks
Pranav Private Ltd., is engaged |E%V|d|ng a béxaservice and furnishes you the following

information:

Organisation) 5,00,000
,50,000 for the sesviendered within the Indian territorial

January, 2013 (incIudq%&
waters) ﬂ' 4,00,000
(

Services billed & received Rs.
December, 2012 (includes@ 0,000 for the sesviendered to the United Nations

February, 2013 (i des Rs. 1,75,000 for servieadered to the RBI) 5,00,000
March, 2013 AdvantCe receipt for services to be eeed in April 2013 (includes Rs.
1,60,000,for services rendered in the State of Ja&rdashmir) 5,00,000
Compute able services for the year ende@332013.

ion 4 marks
Bri plain the provision relating to advanaeyment of Service Tax.
Question 56 4 marks

Explain the treatment for excess amount of sertagecollected from the recipient under Service
Tax.

Question 57

Determine the taxability for the A.Y. 2013-14 oktfollowing incomes in the hands of an individual
whose residential status is -
(a) resident and ordinarily resident;
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(b) resident but not ordinarily resident;
(c) non-resident.

Particulars Rs.
1. Salary received in Canada for rendering servidgangalore 50,000
2. Capital gain on sale of a house situated in Sside (consideration is received in

Canada) 2,00,000
3. Dividend from foreign company received in Canada 008,
4. Income earned from business in London which isrodietl from Mumbai (Rs.

1,00,000 is received in India) 4,00,000
5.  Profits from a business in Indore but managed @gtfrom Canada ,25,000
6. Rental Income (computed) from house property stlan Canada (rent i

deposited in a bank at Canada and later on remdatédlia) 1,20,800
7. Interest received in London from the Governmenindia for project situa

London. 35,000
8. Royalty from a non-resident company received indamin connecti

business situated outside India. 5,00,000
9. Past foreign untaxed income of 2011-12 earned andived there\Jarought to

India during the previous year 25,000
10. Interest on savings bank deposit in Bank of InBiagpal e 10,000
11. Share of income received in India from a partngr$inm sit Min bai 80,000
12. Dividend from Dabur India Ltd., an Indian Company 9,a00
13. Agricultural income earned and received in Neparr@ uated in Nepal. 1,50,000
Question 58
State, with reference to the provisions of theﬁ Act, 1961, whether the following are
chargeable to tax and if so, the amount liabl
(i) Shivam received Rs. 45,000 as hi re coome & partnership firm.
(i) Prasar Bharti (Broadcasting Corpo of Indiag lkearned a net profit of Rs. 20 lacs during

the financial year 2012-13. ©

(i) Mr. Sameer received a sum Qf'Rg. 10 lacs on 1312.Zom Life Insurance Corporation of
India in respect of a policy, vﬁ% the sum asswasi Rs. 7.5 lacs, taken on 1.04.2004 and for
which a one-time pre of RS. 5lacs was paid.

(iv) Leave travel concessi s. 1,25,000 (beingdted cost of tickets) received by Mr. Ravi,
employee of A Ltd. % holiday (with spouse &eochild) to Goa by Air India (executive
class). The flight % executive class isthtes the fare for economy class.

(v) Gratuity of 2 lags received by Mr. B, a Goveemt employee, on his retirement.

(vi) Income-tax Rs. 25,000 paid by employer on nometary perquisites provided to

employees.
(vii) Mr.Jata has derived an income of Rs. 1,00,000védrfrom growing and manufacturing tea in
Indi g the financial year 2012-13.
ion
Mr. , employed as General Manager in Beta, lftatnishes you the following information for
the year ended 31.03.2013:
Basic salary Rs. 25,000pm
Dearness allowance (forming part of salary foreatient benefits) 60% of basic salary
Transport allowance (for commuting between placeesidence and office) Rs. 1,600pm

Conveyance Allowance (reimbursement of actual edpere incurred on Rs. 1,000pm
conveyance in performance of duties of an office)

Employer’s contribution to recognized providentdun 15% of basic salary
& DA
Interest credited to recognized provident fund @12 Rs. 24,000
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Rent free unfurnished accommodation provided to Mtin in Delhi which is

owned by company.

Motor car running and maintenance charges fullyg pgi employer (The motorRs. 50,000
car is owned and driven by the employee. The engiféc capacity is above

1.60 litres. The motor car is used for both offi@ad personal purpose by the

employee.)
Gift voucher given on the occasion of his birthday Rs. 4,500
Value of medical facility in a hospital maintainkey the company Rs. 18,000

Reimbursement of salary of a domestic servant eyctmpany which wasRs. 2,500pm

engaged by Mr. Jatin at his residence
Free education was provided to his three childrea school maintained and
owned by the company. The cost of such educatiecongputed at Rs. 800 per
child per month.

Housing loan of Rs. 10,00,000 given on 01.01.201®& interest rate of 8%

p.a. (No repayment was made during the year). @tesaf interest charged b

State Bank of India as on 01.04.2012 in respehbaking loan is 10%.

You are required to compute his taxable salarytferassessment ye 2@

Question 60 °

Mr. Sharma, a resident individual, owns a houséondon, UK~
month. He paid municipal taxes of £ 400 during financial
storied house in Delhi, ground floor is used fa hesidenee
rent of Rs. 20,000. Standard rent for each flodRss 22,000 pe

e receives rent @ £ 500 per
r 2012-13. He also owns a two
st floor is let out at a monthly
onth and fair rent is Rs. 18,000

per month. Municipal taxes paid for the house a S. 15,000. Mr. Sharma had constructed
the house by taking a loan from a nationalised R1%4.2008. He repaid the loan of Rs. 1,08,000
including interest of Rs. 48,000 during the presi r 2012-13. The value of one pound is to be
taken as Rs. 100.

You are required to compute income f use ptyppe Mr. Sharma for the assessment year
2013-14. g

Question 61

State with reasons the all llity"@r otherwisetlad following items under the Income-tax Act,

1961 while computing income er the head “Prdditdl gains of business or profession” for the
Assessment Year 2013-%

() Payment made i% s. 30,000 to a transporteday for carriage of goods.

(i) Expenses | edyin providing freebees to medgeaktitioner by Medical enterprises, a
pharmaceutiCdl organisation.

(i) Municipal tax relating to office premises Rs. 2@0@ot paid till 30.09.2013 by Mr. Arun
having turngver of Rs. 108 lacs during financiahy2012-13.

(iv) Cap enditure of Rs. 15,00,000 on scientiisearch incurred by ABC Ltd., engaged in

anufacturing of tyres, which includes cost of l&tsl 5,00,000.

(V)A Tax)deducted at source on salary paid to employekslia not remitted till the ‘due date’ for
ililfg the return prescribed in section 139.

(vi) An electric generator has been purchased for Rdalis by an assessee engaged in the
business of generation of power, on 01.04.2012stdlled on the same day.

Question 62
Rahul converts his plot of land purchased in Ma&®Q3 for Rs. 1,50,000 into stock-in-trade on

23rd October, 2011. The fair market value as odi@3011 was Rs. 4,00,000. The stock-in-trade
was sold for Rs. 5,00,000 in the month of Septe2&t?2.

Examine the tax implications of such transaction.

Cost Inflation Index:
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F.Y. 2002 — 2003 - 447
F.Y. 2011 - 2012 - 785
F.Y. 2012 — 2013 - 852
Question 63

Harshit sold his house for a consideration of R¥) akhs on 1st January, 2013. However stamp
valuation authorities registered it at Rs. 220 &Hbeing the sub registrar approved value. He paid
5% of sale value as commission. The house was asechby Harshit on 1.4.1980 for Rs. 10 lakhs.
He made some improvements by way of additional tcocison to the house, incurring expenditure
of Rs. 2 lakhs in January 2005. The market valuéhefhouse on 1.4.1981 was Rs. lakhs. He
invested Rs. 30 lakhs in eligible bonds issued byaRElectrification Corporation Ltdah(REEL) on
13.03.2013 and Rs. 20 lakhs in eligible bonds s National Highways Authority of Tpdia
(NHAI) on 15.07.2013 (Assume that the NHAI CapiBadins bonds issue were Qpe
during the period from 2.4.2013 to 31.3.2014). Besj he purchased a s
01.04.2012 for Rs. 20 lakhs.

Compute the capital gain chargeable to tax in ek of Harshit for the

Cost Inflation Index:
F.Y. 1981 — 1982 - 100
F.Y. 2004 — 2005 - 480 °

F.Y. 2012 — 2013 - 852

elling house on

ent year 2013-14.

Question 64 %
State whether the following are chargeable to taden the “fhcome from other sources” and if

so, what is the amount liable to tax:

(i) Mr. Chirag received a cash gift of Rs. 7 deevan Charitable Trust (registered u/s
12AA) in January 2013 for meetlng hIS

(i) Rakesh & Sons (HUF) received |n castm fetder son of Rakesh. Rakesh is the
Karta of the HUF.

(i) Interest on enhanced compen8ation s. 1,00,@B80received as per court decree in March,

2013 by Mr. Atul. Out of the d%mount a sunmRasf 70,000 relates to preceding financial

years.

(iv) Anil took a loan of R 0 from Reliance Rowtd. in which he is holding 15% of
equity shares. On th f granting the loama,cttmpany had accumulated profit of Rs.
75,00,000. %

(v) Interest of Rs 5% bank FDRs received by mgum of Sneha (widow). These FDRs
were made e minor son out of his earnings fappiication of his painting skills.

Question 65

Mr. Sanjay furnishes the following particulars @ ncome relating to the assessment year 2013-14:

Particula Rs.
Inc from Salaries 2,40,000
Business|loss (non-speculation) 1,00,000
Br orward business loss relating to A.Y. 2410 40,000
Loss from specified business (covered by sectigkig5 60,000
Long-term capital gain on sale of land 2,00,000
Short-term capital loss on sale of shares 40,000
Loss from betting 40,000
Winnings from lottery 60,000

Compute the gross total income of Mr. Sanjay f& Assessment Year 2013-14 and the loss to be
carried forward.
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Question 66

Compute the total income and tax liability of Drawen, a resident individual aged 38 years, from
the following information:
Income and Expenditure Account for the year en@ibgt March 2013

Expenditure Rs. Income Rs.
To Staff salary 3,40,000By Consultation fee 12,00,000
To Medicine consumed By Cost of medicines
6,72,000 recovered 4,80,000
To Clinic consumables 2,17,20By Income-tax refund 13,200
To Administrative expenses 2,40,00By Rent received 43,200
To Depreciation of clinic equipment By Dividend from India
35,000 companies 21%00
To Donation to Indian Institute of Science, By Winnings from lotter
Bangalore, for scientific research 80,008f TDS) 28,000
To Net Profit 2,01,800
17,86,000 17,86,000

(i) Income-tax refund of Rs. 13,200 includes interéfts 1,200.

(i) Cost of lottery tickets amounting to Rs. 500 hatbeen debited t@ Income and Expenditure
account.

(iif) Depreciation on clinic equipment, calculated astperin X Rules, 1962, is Rs. 60,000.

(iv) Rent received relates to residential house lett@ut e municipal tax of Rs. 7,200,
paid in December, 2012 in respect of the sai @ een included in “administrative
expenses”. (&

(v) He received salary of Rs. 6,000 per month % ng home.

(vi) He sold a land in January 2013 for Rs. i@lwlvas inherited by him from his father in
July, 2008. The site was acquired is f ugust, 2007 for Rs. 32,00,000.

(vii) Life insurance premium of Rs. 45, paid for theurance of life of his major son who is not
dependent on him. The insufapnce policy was takel®®06.2012 and the “minimum sum
assured” is Rs. 4,00,000

(viii) He invested an amount of RS.

(ix) He paid Rs. 1,800 in
check-up for his fathe
insurance of his fat
(Cost inflation j

000 in Public Pl Fund account during the year.
his health check+g Rs. 4,000 through cheque for health
2 years. He also pagchium of Rs. 17,000 by cheque for health

-08 : 551; 2008-09 : 8@ 2012-13 : 852)

Question 67

Examine the applicability of the provisions for detion of tax at source in the following cases for

the assessment year 2013-14:

(1) ar overnment has made a payment of Rs. &@0dn 30.05.2012 to Mr. Shyam as
ehhaRced compensation for compulsory acquisitidmso@irban land.

Would your answer change if the said payment hash bheade on 08.07.2012 instead of
705.2012?

(i) Kingfisher Ltd., the employer, credited in its bso&f account on 31.03.2013, salary of Rs.
2,20,000 due to its employee Mr. Shivam for the thaf March, 2013. Mr. Shivam has not
furnished any information about his income/lossnfrcany other head or proof of
investments/payments qualifying for deduction W€ 3

(i) Commission of Rs. 25,000 paid to a director bydbmpany on 13.03.2013 for standing as a
guarantor to bankers.

(iv) Mr. Amit, a landlord, derived income of Rs. 50,00€r month as rent from letting a house
property to XYZ Ltd. He also charged service taXl@36% on rent.
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(v) Samarth, an individual whose total sales in businkesing the year ending 31.03.2012 was Rs.
95 lacs, paid Rs. 10 lacs by cheque on 18.03.201a ftcontractor (an individual) for
construction of his business premises, in full éindl settlement. No amount was credited
earlier to the account of the contractor in theksoof Samarth. The turnover of Samarth for the
P.Y. 2012-13 is estimated at Rs. 98 lacs.

Question 68

Return of loss of Mr. X for the assessment year32Z04 was filed in December, 2013, in which he
has claimed carry forward of current year non-sfaimn business loss of Rs. 1,00,000 and
unabsorbed depreciation of Rs. 50,000 (relatinthéoassessment year 2009-10). What, are the tax
consequences with regard to carry forward of ciiryear non-speculation business | ang brought
forward unabsorbed depreciation? ‘ !

Question 69

Mr. Y filed return of loss of Rs. 5,00,000 repretseg loss from a business f@ assessment year
2012-13 in July, 2012. He filed a revised returhanting the business | o RS 8,00,000 in April,
2013. Mr. Y is not subject to tax audit. What i€ tuantum of lgss s eligible for carry

forward and set off against business income ofemysnt years?

Question 70

Mr. Joseph is resident and ordinarily residentnidid. During
capital gain of Rs. 80,000 from sale of a hous@@ny sit
during the current year. Is Mr. Joseph requirefilechis ret

[ J
& 2012-13, he has a long-term
ndon. He has no other income

Question 71

Lakhanpur Post Office provided the following persons other than Government during the
quarter ending 31.03.2013:-

Services rendered Rs.
Basic mail services g 1,00,000
Transfer of money through money S 5,00,000
Operation of saving accounts (b 1,50,000
Rural postal life insurance ices 2,00,000
Distribution of mutual fund and passpopliaptions 5,00,000
Issuance of postal orders§ 3,00,000
Collection of telephon@ ectricity bills 1,00,000
Pension payme I 50,000
Speed post servic 5,00,000
Express parcel post Services 2,00,000
Computg,the seryice tax liability of Lakhanpur PO$fice for the quarter ending 31.03.2013.
Notes:

1. APoint of taxation for all the aforesaid casesdalling the quarter ending 31.03.2013.

2. e service charges stated above are excludigervice tax.

3. Small Service Providers’ exemption need not bertak& account while solving the aforesaid
question.

Question 72
What would be the value of taxable service if US,800 are converted into UK £ 4,500. RBI

reference rate at that time for US $ is Rs. 468f#&dollar and for UK £ is Rs. 88 per UK Pound.
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Question 73

Sambhav Industries Ltd. (SIL) is an Indian Compdhyas received taxable services from a UK
based company-George Ltd. on 01.01.2013. Georgeraised on SIL an invoice of £ 45,000 on
27.01.2013. SIL debited its books of accounts a022013 and made the payment on 25.03.2013.
George Ltd. and SIL are associated enterpriseseribeie the point of taxation using aforesaid
details.

Question 74
Sidharth Enterprises, a dealer in Gujarat, purahése raw material worth Rs. 80,00,000 (excluding

VAT) and manufactured finished goods worth Rs. N800 from such raw material i e month
of February, 2013. It received an order for thal daiished goods from Mumbai in rch, 2013.

Hence, it transferred these finished goods torésdh in Mumbai in the same month. C e the
amount of input tax credit, net VAT payable undez State VAT Law by Sidha teyprises for
the month of March, 2013 and the balance inputctaxlit carried forward tg Amonth, if any.

Input VAT rate is 12.5% and output VAT rate is 4%.

Question 75

Shiv Ltd. of West Bengal made a total purchasesmit and capital ode Rs. 55,00,000 during

the month of January, 2013. The following furth&@ormation is available;

(i) Goods worth Rs. 9,00,000 were purchased from OassahiCh,C.S.T. @ 2% was paid.

(i) The purchases made in January, 2013 include go d from unregistered dealers
amounting to Rs. 21,50,000.

(i) It purchased capital goods (not eligible for inpred rtA Rs. 9,50,000 and those eligible
for input credit for Rs. 9,00,000.

(iv) Sales made in West Bengal during the mor@ §n@aA13 is Rs. 10,00,000 on which VAT
@ 12.5% is payable.

Assuming that all purchases given are e%@oand VAT @ 4% is paid on them, calculate
(i) the amount of input tax credlt availablerfor themioof January, 2013

(i) VAT payable for the month ary 2013 and

(i) input tax credit carried forw,
Note: The input VAT credit @ capital gaoid available in 36 equal monthly installments.

Question 76
What are the different% nder VAT system?

Question 77 Q

State whether the folfowing are true or false givieasons to substantiate your answer:
() Under VAT gthe tax is payable on the first saleeri

(i) VA increase the working capital requiremestsl the interest burden.

(i) T Rrings about certainty to a great extent in thatter of interpretational issues.

Quésiien’ 78

State with reasons whether the following transastiattract income-tax in India in the hands of

recipients:

(i) Salary paid by Central Government to Mr. John tizem of India Rs. 7,00,000 for the services
rendered outside India.

(i) Interest on moneys borrowed from outside IndiagR30,000 by a non-resident for the purpose
of business within India say, at Mumbai.

(i) Post office savings bank interest of Rs. 12,006ived by a resident assessee say, Mr. Ram.

(iv) Royalty paid by a resident to a non-resident ipeesof a business carried on outside India.
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(v) Legal charges of Rs. 5,00,000 paid to a lawyer oftad Kingdom who visited India to
represent a case at the Delhi High Court.

Question 79
MNO Ltd. has one undertaking at Special EconomiteZ(5EZ) and another at Domestic Tariff

Area (DTA). Following are the details given to yiou the financial year 2012-13:
Rs. in lakhs
Unit in SEZ Unit in Domestic Tariff Area (DTA)
Total Sales 200 100
Export Sales 100 80

Net Profit 40 10
Compute the quantum of eligible deduction u/s 10foA the assessment yearf2013-,14%n the

following situations:

(i) Both the units were set up and began manufactimmg 25-07-2007. O

(i) Both the units were set up and began manufactimimg 10-04-2009.

Question 80
Smt. Laxmi reports the following transactions tayo
s. 1,20,000. It includes

() Received cash gifts on the occasion of her marrnegé8- 120
gift of Rs. 20,000 received from non-relatives.
(i)  On 1-8-2012, being her birthday, she received abyf of cheque from her mother's
maternal uncle, the amount being Rs. 40,000.
(i) On 1-12-2012 she acquired a vacant site from

(iv) She bought 100 equity shares of a listed ggompémmy fanother friend for Rs. 60,000. The
value of share in the stock exchange on 9. arerchase was Rs. 1,15,000.
Determine the amounts chargeable to t glah@mt. Laxmi for the Assessment year 2013-
14. Your answer should be supported b ns.
Question 81
Mr. Vishal is a resident individu I(%P fit &dss Account for the year ended 31st March, 2013 is
given below:
Partlculars Particulars Rs.

To Staff Salary 3, 57 SOOBy Gross profit 13,55,500
To Office Rent By Interest on Post Office

78,000 Monthly Income scheme 98,400
To Administrative enses By Bank F.D. interest (Net

2,14,000 of TDS off 7,000) 63,000

To Income-tax 1,60,000By Rent (on let out property) 66,000
To Depre By Winning from lotteries

67,500 (Net of TDS of 7,500) 17,500
TolNet Pyofit 7,23,400

16,00,400 16,00,400

Following further information is given to you:

(i) During the financial year 2012-13, he deposited &s000 in to his Public Provident Fund
Account (i.e. on 27-3-2013)

(i) He received annual salary of Rs. 1,20,000 and dn@Goamission of Rs. 60,000 from a
partnership firm in the capacity of working partnieiis fully chargeable to tax u/s 28(v).

(i) Received annuity pension of Rs. 72,500 from LiOnalia.

(iv) Paid medical insurance premium of Rs. 21,850. Thdical insurance was on self. Mr. Vishal
iS not a senior citizen.
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(v) Life Insurance Premium of Rs. 25,000 was paid enpblicy standing in the name of his wife
Sujatha.

(vi) Administrative expenses include Rs. 5,000 beingioipal tax on let out property.

(vii) Depreciation eligible as per the Income-tax Ac6IL@mounts to Rs. 57,000.

Compute the total income of Mr. Vishal for the Assment year 2013-14.

Question 82

Mr. Arvind furnishes you the following information:

Particulars Rs.
Opening stock of finished goods and raw materials Nil
Purchase of raw material within State (excludinglV® 5%) 1,8Q,000
Purchase of raw material: inter-state (includingr@ 2%) 0
Manufacturing expenses 0,000

Sales (excluding VAT 5%) 4,00,000
Closing stock of finished goods and raw materials 50,000

Compute the VAT liability of Mr. Arvind.

Question 83
Honest Industry furnishes you the following detgéstaining to the finangial year 2012-13:
Description Building Intangible
Mac assets (patents)
Rate of depreciation 10% 60%
Opening balance as on 01-04-2012 QA ,000 25,00,0015,00,000
Acquired before 30-09-2012 2,00,000 Nil 5,00,000
Acquired after 01-12-2012 4 00,000 18,00,000  Nil
Transferred in March 2013, one of the pate - - 3,00,000

the past 2 years
A machinery acquired in July 2012 origi t R$0,000 was destroyed by fire and the assessee
received compensation of Rs. 50, OGO fromtie imag@ompany.

Newly acquired building given a Iudes vabfieand of Rs. 3,00,000.

Calculate the eligible depreciati r tlessessment year 2013-14.

Note: Ignore addmonal/aoe%' epreciation.

Question 84

Mr. Paari, a resident j I acquired a plotlarid at a cost of Rs. 75,000 in June, 1999. He

02.

He transferred se for Rs. 15,00,000 in N2&12 and acquired another residential house in
June, 2012 for Rs. 8,00,000.

He furnishestegher particulars as under:

Insyrance \agency commission earned (Net of TDSsobR00) Rs. 45,000

constructed a hg)%(o S residence on thatdaadcost of Rs. 1,25,000 in the financial yearl200
th u

Inestment in NSC VIl issue (i.e. on 20-3-2013) R8,000
Costigftation index details are given below:

Financial Year Cost Inflation Index

1999 — 2000 389

2001 - 2002 426

2012 — 2013 852

Compute the total income of Mr. Paari for the asisesnt year 2013-14.

Question 85

Explain the meaning of the expression 'Pure Agerikie context of service tax.
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Question 86

Mr. Alok, a Government employee, retired from seevon 31-7-2012 after rendering service of 25

years and 7 months. He received gratuity of R€,3(D.

His salary at the time of retirement was as under:

Basic salary Rs. 16,000 p.m.

Dearness Allowance Rs. 8,000 p.m. (eligible foreaetent benefits)

(i) Compute the taxable portion of gratuity.

(i) If Mr. Alok is not a Government employee but covkdey Payment of Gratuity Act, 1972.
Determine the taxable and exempt portion of gratuit

Question 87

Mr. Vikas owns a house property whose Municipal \éalFair Rent and Standard Rent Rs.
96,000, Rs. 1,26,000 and 1,08,000 (per annum)gectisply. During the FinangcialWear/2012-13,

one-third of the portion of the house was let aut rfesidential purpose at @ thly rent of Rs.
5,000. The remaining two-third portion was self\gged by him. Municipa @ 11 % of

municipal value was paid during the year. The aqoietibn of the hous anin June, 2005 and
was completed on 31-5-2008. Vikas took a loan of1R30,000 on 1.7-20 the construction of
building. He paid interest on loan @ 12% per anunth every month'such ipterest was paid.
Compute income from house property of Mr. Vikastfer Assessment r,2013-14.

Question 88

Compute the interest payable for the delayed pay i by the service providers in the
following cases:

Name of the service provider Ltd. Mr. Pravin

Service tax liability 1,23,600 2,16,000

Delay in payment of service tax 20 days 25 days

The aggregate value of taxable services/fe d%iprevious financial year 2011-12 by XYZ Ltd.
was Rs. 40 lakhs and by the service pro r iArwas Rs. 62 lakhs.

Assume that the service tax liability and dedasen above relates to a period in the financial
year 2012-13.

Question 89 (b

State the conditions to be sati by an indiglduhose total income does not exceed Rs. 5,00,000
for availing exemption from, fi of return of inme for the Assessment Year 2012-13.

Question 90 (b
Raghav Industries¥td. furnishes you the followinfprmation for the year ended 31-03-2013:
(i) Scientific research expenditure related to itshess Rs. 2,40,000 fully revenue in nature.

(i) Bui

ing acguired for scientific research (includinost of land Rs. 5,00,000) in June 2012 for

(i) ount paid to Indian Institute of Science, Bangalimr scientific research Rs. 50,000.

(iv), Demerger expenses incurred in financial year 2 R4. 5,00,000.

v) tribution to the account of employees as pesipanscheme referred to in section 80CCD
amounted to Rs. 30,00,000. Amount above 10% o$alery of employees is Rs. 7,00,000.

(vi) Amount recovered from employees towards providemidfcontribution Rs. 12,00,000 of
which amount remitted upto the end of the year R&s7,00,000 and the balance was remitted
before the 'due date' for filing the return prdsed in Section 139(1).

(vi) Tax on non-monetary perquisites provided to the leyages, borne by the employer Rs.
4,50,000.

(viii) Gain due to change in the rate of exchange ofdareurrency Rs. 1,00,000 related to import
of machinery. The machinery was acquired two yagosand put to regular use since then.

Explain in brief how the above said items woulddealt with for the Assessment year 2013-14.
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Note: Computation of total income not required.

Question 91

State with reasons whether the following are tnuialse in the context of service tax :

(i) Free after sales service is also liable for seriage

(i) Service tax returns have to be electronically filmdall service tax assessees on mandatory
basis.

(i) Service tax return need not be filed where no texabrvices were rendered in the relevant
half-year:

(iv) Service tax return can be revised within 120 ddtes & was filed.

Question 92
State any four instances where the income of tlegigus year is assessable | vious year

itself instead of the assessment year. 6
uesti

Question 93
Calculate the income-tax liability for the assesshyear 2013-14 in the fo cases:

Mr. A (age 45) Mrs. B (age 62) MrNC (age 81) Mr. D (age 82)

Status Resident  Non-resident @ sident Non-resident
Total income other than 2,60,000 2,50,000 ‘\ 5,90,000 5,00,000
long-term capital gain
Long-term capital gain 15,000 from10,000 from 00 from sale Nil
sale of vacant of listed shares  of agricultural
site (STT*/Paid) land in rural area
*Securities Transaction Tax. {V

Question 94

Mr. Rajmohan whose gross total |ncom Rs ®000for the financial year 2012-13 furnishes
you the following information:.

(i) Stamp duty paid on acquisiti
(i) Five year time deposit in a
(iif) Donation to a recogni

0 S|dent|al hoisedf-occupied) Rs. 50,000.
under Post®ffime Deposit Rules, 1981 Rs. 20,000.
able trust Rs. 2b\@WAich is eligible for deduction u/s 80G at

the applicable rate
(iv) Interest on loan take@ﬁigher education of spquaid during the year Rs. 10,000.
(v) Investment inRajiv, dhi Equity Saving Scheme4Rs000.

Compute the to ome of Mr. Rajmohan for thegssment year 2013-14.

State th nditiens to be satisfied for provisiggayment of service tax.

from Central Government 2,47,000
Rent from let out property 2,40,000
Interest on moneys borrowed for let out properpaid 1,60,000
Interest on moneys borrowed for let our propertynpaid 12,000
Income from business in trade in grains and pulses 4,10,000
Loss from speculation in grains and pulses 50,000
Loss from speculation in Jewellery 80,000
Unabsorbed depreciation of discontinued textilesrmss of assessment year 2011-12 2,00,000

He let out a factory building with machinery fomenthly rent of Rs. 20,000.
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The WDV of factory building as on 01-04-2012 was 840,000 (depreciation rate 10%) and WDV
of machineries being Rs. 4,91,300 (depreciation 1&£6).
Compute the total income of Mr. Balaji for the Assment year 2013-14.

Question 97

State in brief the applicability of tax deductioh smurce provisions, the rate and amount of tax

deduction in the following cases for the finangiaar 2012-13:

(i) Winning by way of jackpot in a horse race Rs. 1000,

(i) Payment made by a firm to sub-contractor Rs. 3(D,@ith outstanding balance of Rs.
1,20,000 shown in the books as on 31-03-2013.

(i) Rent paid for plant and machinery Rs. 1,50,000 parnership firm having sales.turnover of
Rs. 20,00,000 and net loss of Rs. 15,000.

(iv) Payment made to Ricky Ponting, an Australian ctekedy a newspaper ntgibution of
articles Rs. 25,000.

Question 98
Explain the ‘'invoice method' of computing tax ligiunder V AT sys m.?

Question 99 °

Do you agree that VAT being a consumption tax miaden on oor than the rich? Justify your
view.
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Answers

Answer 1

Agricultural income is exempt from tax as per sattiO(1). However, aggregation of agricultural
and non-agricultural income is to be done to deigerthe rate at which the non-agricultural income
shall be chargeable to tax. In case the agriculincame is not more than Rs. 5,000 or the tax-paye
has non-agricultural income less than the basimekien limit, then no such aggregation needs to be
done. Further, such aggregation has to be done ibrilye tax-payer is an individual, Hindu
Undivided Family, body of individual, associatiohpersons or an artificial judicial person.

Since the second part of the question requiresnthener of computation of inco here an
individual derives agricultural and non-agriculiurecome, the same can be answer n the basis of
Rules 7A, 7B and 8 of the Income-tax Rules, 196#idg with composite income.

Rule Particulars Busip iCultural
Inc Income
Rule 7A  Income from manufacture of rubber in India 35% 65%

Rule 7B Income from manufacture of coffee
- grown and cured by the seller in India % 75%
- grown, cured, roasted and grounded by the sellmdla % 60%
Rule 8 Income from manufacture of tea 40% 60%
Thereafter, income-tax shall be computed by aggiregahe Nltural income and the non-
agricultural income in the manner described below:
1) Aggregate the agricultural income with non-agrimﬁ@o
such amount.
2) Aggregate the agricultural income with the gtion limit of the assessee i.e. Rs.
2,00,000/Rs. 2,50,000/Rs. 5,00,000, as the and determine tax on such amount.
3) Compute the difference between the &tap (1) and Step (2), which shall be the tax
payable in respect of non-agricultural i
4) The tax payable so computed in ste
secondary and higher educatlon ﬁo

and determine tax payable on

).shall loeeased by education cess of 2% and
1%.

Answer 2
Computation of total incom hyam and Mr.\a for the A.Y. 2013-14
Sl.  Particulars Mr. Shyam Mr. Mohan
No. (Non-Resident) (Resident)
1. Interest on velopment Bonds (SeteN) 18,000 28,000
2. Dividend f se Company received in &yd8ee - 12,000
Note-2)

3. PI’OfIt from a bdsiness in Mumbai but managedaliy from 13,000 -
4. ro n ale of shares of an Indian compa&agived in India 65,000 96,000
5./ Inc from a business in Chennai 28,000 32,000
6. Fegs for technical services rendered in Sythuegervices 1,25,000 -

llized in India (See Note-3)
7.  Interest on savings bank deposit in CentrakBatyderabad 8,000 18,000
8.  Agricultural income from a land in Gujarat (Séete-4) - -
9 Rent received in respect of house propertyyalerbbad (See 60,200 42,000

Note 5)

Gross Total income 3,17,200 2,28,000
Less : Deduction under Chapter VI-A

U/s 80C-Life insurance premium paid - 35,000
Total Income 3,17,200 1,93,000
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Notes:

(1) Only interest received in India is taxable in tlese of Mr. Shyam since he is a non-resident.
However, in case of Mr. Mohan, the entire interelsRs. 28,000 on Australian Development
Bonds is taxable, since in case of a residenglbisal income is taxable.

(2) Dividend received from a Japanese company in Sybgey non-resident assessee is not taxable
since it was received outside India and also ditl aezrue or arise in India. However, the
dividend received by a resident assessee from eigforcompany is taxable and is also not
entitled to exemption u/s 10(34).

(3) As per the Explanation below section 9(2), feestéahnical services utilized in India would be
deemed to accrue or arise in India in case of aresident and be included in his | income,
irrespective of whether the services are renderéaldia or not. Q‘X:

0(2)

(4) Agricultural income from a land situated in thet8taf Gujarat, is exempt u/s e of

both non-resident and resident assessees.

(5)
Income from house property @ Mr. Mohan
Rent received 60,000
Less : Deduction u/s 24(a) @ 30% %‘5 18,000
60,200 42,000

Qg\
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