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TEST PAPER 2

INTERMEDIATE (NEW) COURSE
PAPER – 4: TAXATION (INCOME TAX LAW)

Working Notes should form part of the answer. Wherever necessary, suitable assumptions may be made by
the candidates and disclosed by way of a note. However, in answers to Questions in Division A, working

notes are not required.

All questions relate to Assessment Year 2022-23, unless stated otherwise in the question.

Total Marks: 60 Marks Time Allowed: 108 Min

Division A – Multiple Choice Questions
Write the most appropriate answer to each of the following multiple-choice questions by choosing one of
the four options given. All questions are compulsory.
1. Mr. Subhash is a retailer of car spare parts. He started his business in May, 2020. His turnover for the

P.Y. 2020-21 was ` 10.50 crores. He generally purchases goods from Car accessories & Co. only. Car
accessories & Co. manufacturers and sells spare parts directly to the customers as well as through an e-
commerce platform – CarParts.com. Car accessories & Co.’s turnover from the business for the P.Y.
2020-21 was ` 15 crores.

The relevant information of purchases made by Mr. Subhash in P.Y. 2021-22 is given hereunder:

Date of credit to
account of Car

accessories & Co.

Date of Payment to
Car accessories &

Co.

Value of spare
parts without

GST (`)

GST @18% Total value of
spare parts/

payment

15.05.2021 02.06.2021 40,00,000 7,20,000 47,20,000

18.06.2021 30.06.2021 15,00,000 2,70,000 17,70,000

28.08.2021 17.08.2021 21,50,000 3,87,000 25,37,000

14.02.2022 28.02.2022 10,50,000 1,89,000 12,39,000

In addition to the above, Mr. Subhash also purchased spare parts of Car accessories & Co. for `
12,00,000 inclusive of GST@18% through CarParts.com on 31.12.2021. The payment was made directly
to Car accessories & Co. on 15.1.2022. PAN is duly furnished by Mr. Subhash, Car accessories & Co. and
CarParts.com. The GST portion is indicated separately in the invoice of Car accessories & Co. but it is not
shown separately when the goods are purchased through CarParts.com.

Based on the above facts, choose the most appropriate answer to Q. No. i to v -

(i) Is Mr. Subhash required to deduct tax at source in respect of the purchase transactions made directly
with Car accessories & Co. If yes, when and what is the amount of tax to be deducted?

(a) Yes; ` 2,150 on 17.08.2021 and ` 1,050 on 14.02.2022

(b) Yes; ` 2,537 on 17.08.2021 and ` 1,050 on 14.02.2022
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(c) Yes; ` 500 on 18.06.2021, ` 2,150 on 17.08.2021 and ` 1,050 on 14.02.2022

(d) No, Mr. Subhash is not liable to deduct tax at source.

(ii) Is Car accessories & Co. required to collect tax at source in respect of the sale transactions with Mr.
Subhash. If yes, when and what is the amount of tax to be collected?

(a) Yes; ` 500 on 30.06.2021, ` 2,150 on 17.08.2022 and ` 1,050 on 28.02.2022

(b) Yes; ` 1,490 on 30.06.2021, ` 2,537 on 17.08.2021 and ` 1,239 on 28.02.2022

(c) Yes; ` 1,490 on 30.06.2021

(d) No, Car accessories & Co. is not liable to collect tax at source.

(iii) Assume that Mr. Subhash has started the retail business of car spare parts in May, 2021. In such case,
would the answer of MCQ i and ii be different? If yes, what would be the answer of MCQ i and ii?

(a) No, the answer of MCQ i and ii would be the same

(b) Yes, the answer of MCQ i would change to (d) but the answer of MCQ ii would be the same

(c) Yes, the answer of MCQ i would change to (d) and the answer of MCQ ii would change to (b)

(d) Yes, the answer of MCQ i would change to (d) and the answer of MCQ ii would change to (a)

(iv) Are the provisions of tax deduction/ collection at source attracted in respect of the transactions with
CarParts.com? If yes, who has to deduct/ collect at source and at what rate?

(a) Mr. Subhash is required to deduct tax at source on ` 12 lakhs @0.1%.

(b) Car accessories & Co. is required to collect tax at source on ` 12 lakhs @0.1%.

(c) CarParts.com is required to deduct tax at source on ` 12 lakhs @0.1%.

(d) CarParts.com is required to deduct tax at source on ` 12 lakhs @1%.

(v) If Mr. Subhash has not furnished his PAN to Car accessories & Co. but has furnished his Aadhar number,
what would be the rate of TCS for the purpose of MCQ 2.

(a) 5%

(b) 1%

(c) 0.1%

(d) Car accessories & Co. is not liable to collect tax at source.

(5 x 2 = 10 Marks)
2. Mr. X acquires an asset in the year 2016-17 for the use for scientific research for ` 2,75,000. He

claimed deduction under section 35(1)(iv) in the previous year 2016-17. The asset was brought into use
for the business of Mr. X in the P.Y.2021-22, after the research was completed. The actual cost of the
asset to be included in the block of assets is -

(a) Nil

(b) Market value of the asset on the date of transfer to business

(c) ` 2,75,000 less notional depreciation under section 32 upto thedate of transfer.

(d) Actual cost of the asset i.e., `2,75,000

(2 Marks)
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3. Ram owns 500, 15% debentures of Reliance Industries Ltd. of ` 500 each. Annual interest of ` 37,500
was declared on these debentures for P.Y. 2021-22. He transfers interest income to his friend Shyam,
without transferring the ownership of these debentures. While filing return of income for A.Y. 2022-23,
Shyam showed ` 37,500 as his income from debentures. As tax advisor of Shyam, do you agree with the
tax treatment done by Shyam in his return of income?

(a) Yes, since interest income was transferred to Shyam therefore, after transfer it becomes his
income.

(b) No, since Ram has not transferred debentures to Shyam, interest income on the debentures is not
taxable income of Shyam.

(c) Yes, if debentures are not transferred, interest income on debentures can be declared by anyone,
Ram or Shyam, as taxable income depending upon their discretion.

(d) No, since Shyam should have shown the income as interest income received from Mr. Ram and not
as interest income earned on debentures.

(2 Marks)
4. Mr. A has two bank accounts maintained with ICICI Bank and HDFC Bank. From 01.09.2021 till

31.03.2022, Mr. A withdrew the following amounts as cash from both the said accounts;

HDFC Bank: ` 50 Lakh

ICICI Bank: ` 120 Lakh

What shall be the amount of tax to be deducted at source u/s 194N by HDFC Bank and ICICI Bank,
respectively, while making payment in cashto Mr. A assuming Mr. A has filed his return of income for
P.Y. 2018-19, P.Y. 2019-20 and P.Y. 2020-21 respectively?

(a) ` 1,00,000 and ` 2,40,000

(b) Nil and ` 40,000

(c) ` 60,000 and ` 1,00,000

(d) ` 50,000 and ` 1,20,000

(2 Marks)
5. An individual client has consulted you on the matter of PAN. He is carrying on the business of sale &

purchase of electronic appliances. His turnover is ` 3,00,000 and the profit is ` 75,000 for the P.Y.
2021-22. He has asked you to provide him threshold of turnover, if any, exceeding which he has to
apply for PAN.

(a) More than `2,00,000

(b) More than `2,50,000

(c) More than `3,00,000

(d) More than `5,00,000

(2 Marks)
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Division B – Descriptive Questions
Question No. 1 is compulsory

Attempt any two questions from the remaining three questions

Question 1
Mr. Suraj aged 50 years, a resident individual, engaged in a wholesale business of health products. He is also
a partner in XYZ & Co., a partnership firm. The following details are made available for the year ended
31.3.2022:

Sl. No. Particulars ` `

(i) Interest on capital received from XYZ & Co., at 15% [in 1,50,000

accordance with the partnership deed]

(ii) Share of profit from the firm 35,000

(iii) Salary as working partner (fully allowed in the hands of the firm) 1,00,000

(iv) Interest from bank on fixed deposit (Net of TDS) 40,500

(v) Interest on saving bank account 12,300

(vi) Income-tax refund received relating to assessment year 34,500

2021-22 including interest of `2,300

(vii) Net profit from wholesale business 5,60,000

Amounts debited include the following:

- Depreciation as per books 34,000

- Motor car expenses 40,000

- Municipal taxes for the shop 7,000

(For two half years; payment for one half year made on

12.7.2022 and for the other on 31.12.2022)

Salary to manager by way of a single cash payment 21,000

(viii) The WDV of the assets (as on 1.4.2021) used in above

wholesale business is as under:

- Computers 2,40,000

- Computer printer 1,50,000

(ix) Motor car acquired on 31.12.2021 (20% used for personal use) 6,80,000
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Sl. No. Particulars ` `

(x) He owned a house property in Mumbai which was sold in 1,15,000

January, 2017. He received arrears of rent in respect of

the said property in October, 2021.

(x) LIP paid for independent son 60,000

(xi) PPF of his wife 70,000

(xii) Health insurance premium paid towards a policy covering 35,000

her mother aged 75 by way of cheque. She is not

dependent on him.

(xiii) Contribution toward Prime Minister National Relief Fund 50,000

You are required to compute the total income of the Mr. Suraj for the assessment year 2022-23 and the
closing WDV of each block of assets.

(14 Marks)
Question 2

(a) Determine the residential status and total income of Mr. Raghu for the assessment year 2022-23
from the information given below.

Mr. Raghu (age 62 years), an American citizen, is employed with a multinational company in
Gurugram. Mr. Raghu holds a senior level position as researcher in the company, since 2009. To
share his knowledge and finding in research, company gave him an opportunity to travel to other
group companies outside India while continuing to be based at the Gurugram office.

The details of his travel outside India for the financial year 2021-22 are as under:

Country Period of stay

USA 25 August, 2021 to 10 November, 2021

UK 20 November, 2021 to 23 December, 2021

Germany 10 January, 2022 to 24 March, 2022

During the last four years preceding the previous year 2021-22, he was present in India for 380 days.
During the last seven previous years preceding the previous year 2021 -22, he was present in India
for 700 days. During the P.Y. 2021-22, he earned the followingincomes:

(1) Salary `15,80,000. The entire salary is paid by the Indian company in his Indian bankaccount.

(2) Dividend amounting to ` 48,000 received from Treat Ltd., a Singapore based company,which
was transferred to his bank account in Singapore.

(3) Interest on fixed deposit with Punjab National Bank (Delhi) amounting to ` 10,500 was
credited to his saving account.

(7 Marks)
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(b) Shri Bala employed in ABC Co. Ltd. as Finance Manager gives you the list of perquisites provided by
the company to him for the entire financial year 2021-22:

(i) Domestic servant was provided at the residence of Bala. Salary of domestic servant is ` 1,500
per month. The servant was engaged by him and the salary is reimbursed by the company
(employer).

In case the company has employed the domestic servant, what is the value of perquisite?

(ii) Free education was provided to his two children Arthy and Ashok in a school maintained and
owned by the company. The cost of such education for Arthy is computed at ` 900 per month
and for Ashok at ` 1,200 per month. No amount was recovered by the company for such
education facility from Bala.

(iii) The employer has provided movable assets such as television, refrigerator and air- conditioner
at the residence of Bala. The actual cost of such assets provided to the employee is ` 1,10,000.

(iv) A gift voucher worth ` 10,000 was given on the occasion of his marriage anniversary. It is given
by the company to all employees above certain grade.

(v) Telephone provided at the residence of Shri Bala and the bill aggregating to ` 25,000 paid by
the employer.

(vi) Housing loan @ 6% per annum. Amount outstanding on 1.4.2021 is ` 6,00,000. Shri Bala pays `
12,000 per month towards principal, on 5th of each month.

Compute the chargeable perquisite in the hands of Mr. Bala for the A.Y. 2022-23.

The lending rate of State Bank of India as on 1.4.2021 for housing loan may be taken as 10%.

(7 Marks)
Question 3

(a) Examine & explain the TDS implications in the following cases along with reasons thereof, assuming
that the deductees are residents and having a PAN which they have duly furnished to the respective
deductors.

(i) Mr. Kunal received a sum of ` 10,20,000 on 28.02.2022 as pre-mature withdrawal from
Employees Provident Fund Scheme before continuous service of 5 years on account of
termination of employment due to ill-health.

(ii) Indian Bank sanctioned and disbursed a loan of ` 12 crores to B Ltd. on 31-12-2021. B Ltd. paid
a sum of ` 1,20,000 as service fee to Indian Bank for processing the loan application.

(iii) Mr. Agam, working in a private company, is on deputation for 5 months (from October, 2021 to
February, 2022) at Mumbai where he pays a monthly house rent of ` 32,000 for those five
months, totalling to ` 1,60,000. Rent is paid by him on the first day of the relevant month.

(iv) Rashi Limited is engaged by Jigar Limited for the sole purpose of business of operation of call
centre. On 18-03-2022, the total amount credited by Jigar Limited in the ledger account of
Rashi Limited is ` 70,000 regarding service charges of call centre. The amount is paid through
cheque on 28-03-2022 by Jigar Limited.

(6 Marks)
(b) Mr. Sudarshan, due to inadvertent reasons, failed to file his Income-tax return for the assessment

year 2022-23 on or before the due date of filing such return of income.

(i) Can he file the above return after due date of filing return of income? If yes, which is the last
date for filing the above return?
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(ii) What are the consequences of non-filing the return within the due date under section 139(1)?

(4 Marks)
(c) Compute the gross total income of Mr. & Mrs. A from the following information:

Particulars `

(a) Salary income (computed) of Mrs. A 2,30,000

(b) Income from profession of Mr. A 3,90,000

(c) Income of minor son B from company deposit 15,000

(d) Income of minor daughter C from special talent 32,000

(e) Interest from bank received by C on deposit made out of her
special

Talent 3,000

(f) Gift received by C on 30.09.2021 from friend of Mrs. A 2,500

Brief working is sufficient. Detailed computation under various heads of income is not
required.

(4 Marks)
Question 4

(a) Mr. Mithun purchased 100 equity shares of M/s Goodmoney Co. Ltd. on 01-04-2005 at rate of `
1,000 per share in public issue of the company by paying securities transaction tax.

Company allotted bonus shares in the ratio of 1:1 on 01.12.2020. He has also received dividend of `
10 per share on 01.05.2021.

He has sold all the shares on 01.10.2021 at the rate of ` 4,000 per share through a recognized stock
exchange and paid brokerage of 1% and securities transaction tax of 0.02% to celebrate his 75th
birthday.

Compute his total income and tax liability for Assessment Year 2022-23, assuming that he ishaving
no income other than given above. Fair market value of shares of M/s Goodmoney Co. Ltd. on
31.1.2018 is ` 2,000.

(6 Marks)
(b) Compute the gross total income of Mr. F for the A.Y. 2022-23 from the information given

below—

Particulars `

Income from house property (computed) 1,25,000

Income from business (before providing for depreciation) 1,35,000

Short term capital gains on sale of unlisted shares 56,000

Long term capital loss from sale of property (brought forward from A.Y.
2021-22)

(90,000)
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Particulars `

Income from tea business 1,20,000

Dividends from Indian companies carrying on agricultural operations (Gross) 80,000

Current year depreciation 26,000

Brought forward business loss (loss incurred six years ago) (45,000)

(4 Marks)
(c) Mrs. Daya, a resident of India, owns a house property at Panipat in Haryana. The Municipal value of

the property is ` 8,50,000, Fair Rent of the property is ` 7,30,000 and Standard Rent is `8,20,000 per
annum. The property was let out for `85,000 per month for the period April 2021 to December
2021.

Thereafter, the tenant vacated the property and Mrs. Daya used the house for self- occupation.
Rent for the months of November and December 2021 could not be realized from the tenant. Mrs.
Daya has not instituted any legal proceedings for recovery of the unpaid rent.

She paid municipal taxes @ 12% during the year and paid interest of ` 50,000 during the year for
amount borrowed towards repairs of the house property.

You are required to compute her income from house property for the A.Y. 2022-23.

(4 Marks)


