Paper / Subject Code: 43817 / Direct Tax- Income Tax

Duration: 2.5 hours Marks-75

Note: 1) All questionsare compulsory.
2) Working Notes should form part of your answer.
3) Figures to the right indicate full marks

Q. 1A) Choose the correct option: (any 8 out of 10) (8)

1) Income Tax is charged in .
a) Financial Year b) Assessment Year c) Previous Year -d) Accounting Year

2) Which amongst the following'is not a head of Income?
a) Salaries b) Income from house Property c) Capital gains - d) Income from exports

3) Profits earned from an illegal business are
a) Taxable b) Tax free. c) Ignored by Tax Authorities - d) Treated-as other income

4) Municipality of Delhi falls under category of person
a) Artificial juridical person- b) Local authority - c¢) Individual™ d) Association of Person

5) Which of the following income is not included in the term 'Income" under the Income-tax
Act, 1961 ?

a) Profit and gains b) Dividend
c) Profit in lieuof salary d) Reimbursement of travelling expenses.
6) taxable as a salary income.

a) Uncommuted pension b) Short term capital gain c) Interest on Bank FD - d) Rent received

7) is not allowed as a business expenditure.
a) Wealthtax - b) Bad debt  c) Salary  d) Wages

8) will be taxable as Income from House Property.
a) Sub-letting of a house b) Letting of an office building
c) Sale of house at profit d) 'Rent from open land used for wedding functions

9)Deduction u/s 37(1) shall be allowed of those expenditure which are of
a) Revenue nature b) Capital nature = c) Both revenue & capital nature d) Not appllcable

10) To be a long term capital asset, a residential house property should be held for more than

a) 12 months  b) 24 months = ¢) 36 months  d) 60 months

Q. 1B) State whether following statements are True or False (any 7 out of 10) (7)
1) Income under the head Income from other sources is taxable on due basis.

2) Salary received by a member-of Parliament is exempt from tax.

3) Municipal taxes is deducted from net annual value.

4) Telephone provided to an employee at his residence is a tax-free perquisite.

5) Indexation of cost of acquisition is necessary for short term capital gain.

6) Reserve for bad debt can be deducted from profit from business.
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7) There are five heads of income.

8) Capital gain arises from the transfer of capital assets.

9) Dividend from an Indian Company is fully exempt from tax .
10) Reasonable expected rent cannot exceed standard rent.

Q. 2 A) Mr. Aniket Desai received the following emoluments during the previous year (15)
ending 31-3-2023.
Rs.

Basic Pay 4,00,000

Dearness Allowance 1,50,000

Commission 1,00,000

Entertainment Allowance 40,000

Bonus 30,000

Professional tax paid 3,000 (Rs. 2,000 paid by his employer)

Mr. Desai contributes Rs. 50,000 towards Recognized Provident Fund. He has no other income.
Determine the income from salary for A.Y. 2023-24, if Mr. Desai is.a State Government employee.

OR
Q.2 P) Mr. Vijay, Proprietor of V & Co. furnishes you the following information for the year ended
31%March, 2023. (15)
Profit & Loss Account for the year ended 315 March, 2023
Particulars Amount (Rs.) | Particulars Amount (Rs.)
To Salaries 1,40,000| By Gross profit 7,80,000
To Conveyance 30,000} By Interest on Fixed deposit 9,000
with SBI
To Printing expenses 60,000] By Interest on Public Provident 16,000
Fund
To Depreciation 40,000 By Dividend from Indian Company 5,000
To Income tax 25,OOOB.y Profit on Sale of Import 20,000
License

To Motor car 15,000
expenses
To Advertisement 16,000
To Accounting 10,000
charges
To LIC premium 70,000
ToNet Profit 4,24,000

8,30,000 8,30,000
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Additional information : 1) Salary include salary to proprietor Rs. 38,000

2) Depreciation as per the Income Tax rule is Rs. 60,000.
3) One fifth of motor car expenses are considered personal.
4) He paid mediclaim insurance premium by cheque Rs.15,000.

You are required to compute his taxable income for the Assessment Year 2023-24.

Q3 A) Compute the Income from House Property from the following particulars in
respect of a new property owned by Kavish which was let out from 1-4-2017 onwards :

Particulars Rs.
Fair Rent 60,000
Actual rent receivable 7,500 p.m.
Rent actually received (for 10 months only due to 75,000
vacancy period of 2 months
Municipal Taxes paid by owner (including arrears of 14,400
earlier years)
Interest on borrowed paid during the year 23,000
Interest on borrowed paid prior to 1-4-2017 20,000
Collection charges 3,400
Unrealized rent claimed as deduction in earlier year, 11,000
but received during the year 2022-23
Arrears of rent for earlier years received during the 8,000
year
Expenditure on repairs to property 3,000
Ground rent 4,500
Insurance premium paid relating to the property 2,200
Expenditure incurred on collecting unrealized rent 3,500
OR

(15)

Q3P) Mr Sumeet:furnishes the following information of his income earned during the previous

(15)

year 2022-23.
Sr. No. Particulars Amount (Rs.)
1. Professional Fees received in India for 3 months 22,000
2. Payment received in U.K. for services rendered in India 16,000
3. Income from business in Australia, controlled from India 15,000
4. Income from Agriculture in Bangladesh 12,000
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5. Dividend from a foreign company received in U.K. 10,000
6. Amount brought into India out of the past untaxed profit 18,000
earned in the U.S.A.

Compute his total income assuming he is,
a) Resident and Ordinary resident
b) Non resident

Q. 4 A) Shri Nayan Kumar purchased a house property for Rs. 15,00,000 on 10" December, 1995. He
constructed a first floor during the financial year 2007-08 for Rs.5,50,000.:He made further
improvement in the financial year 2013-14 for Rs. 8,00,000. He constructed 2" floor during the
financial year 2014-15 for Rs. 12,00,000. He sold the property on-1-2-2023 for Rs.150 lakhs. He paid
brokerage of Rs. 50,000 for the sale transaction. Fair market value of property as on 1-4-2001 was
Rs.16,00,000. Investment in new house property was Rs. 25 lakhs on 10-3-2023. Compute his Capital

Gain for the Assessment year 2023-24. Relevant cost inflation indices.are as follows: (15)
Financial Year Cost Inflation Index
2001-02 100
2007-08 129
2013-14 220
2014-15 240
2022-23 331
OR
Q.4 P)Mr. T. V. Parekh isa Chartered Accountant. Following is his Receipts and Payments A/c for
the year ended 31% March, 2023. (15)
Receipts Rs. Payments Rs.
To Opening Cash/Bank balance 15,000 | By Office Rent 6,000
To Fees from Clients (Net) 3,60,000 | By Printing & Stationery 5,000
To Receipts for Articles Written 40,000 | By Gifts to Staff 11,000
for Financial Magazines By General Expenses 14,000
To Interest on Bank S/B Alc 2,000-| By Motor Car Expenses 16,000
To Interest on Post office Saving 3,000 | By Telephone Expenses 12,000
To Interest on Fixed Deposit with 8,000 | By Income Tax 40,000
Banks By Drawings 1,20,000
To Interest on Government 6,000 | By Motor Car Insurance 12,000
Securities By Conveyance Expenses 13,000
To Sale of Motor Car 1,00,000 | By Accountant's Fees 19,000
By L.1.C. Premium Paid 64,000
By Salaries to Staff 12,000
By Closing Cash & Bank 1,90,000
Balance
5,34,000 5,34,000

Other Information:

1)Personal use of the motor car is estimated at 25%.

ii)Fees from clients is after T.D.S. of 2,000.

iii) Depreciation‘on motor car as per Income Tax Act,1961 is Rs. 30,000.

iv) General Expenses includes a sum of 4,000 given to his daughter as birthday gift.
V) He is handicapped to the extent of 50%.
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vi) LIP paid on a policy issued on 1-4-2019 for capital sum assured amounting to Rs. 7.50,000.
Compute the Net Taxable Income of Mr, Parekh for the Assessment Year 2023-24.

Q. 5A) Briefly enumerate the items covered by the definition of Salary under the Income

Tax Act. (8)

5B) Define Capital assets under section 2(14). (7
OR

Q. 5) Write Short Notes on : ( any 3) (15)

a) Agricultural Income

b) Assessment

c) Full value of consideration
d) Deduction under section 80E
e) Pre construction interest
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