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17MBAC22F/23F/ 17MBMC22F  Tax Planning and Management

                                                                         Part A                                       10 x 1 = 10       
           	Choose the Correct Answer

     1.	Year which income is taxable is known as 		 and year in which income is 
           earned is known as											 
             a. Previous year, Assessment year              b. Assessment year, Previous year    
  c. Assessment year, Assessment year         d. Previous year, Previous year

     2. Exemption u/s 54 is allowed									 
a. On sale of land				       b. On sale of shares	
c. On sale of residential house    		       d.  Sale of personal assets

     3. Which one of the following is not an income from other sources?				
          a. Interest on fixed deposit in bank	     b. Winnings from cross word puzzles
          c. Gift in excess of Rs. 50,000 from an unrelated person	d. Profit on sale of building

     4.  Tax on short-term capital gain on sale of listed share is						 a. 20 %		                                       b. 25 %		
            c. 30 %		                                       d. 15 %

     5.  	A HUF is a separate unit of assessment and chargeable through its					a. Mitakshra	   	                                   b. Karta 		
           c. Dayabhaga 		                        d. Sridhara

     6. 	Maximum tax rate in case of AOP is									a. 29.9 % 		                                   b. 31.2 %		
           c. 21.9 %	  	                                  d. 25.9%
	
     7. 	Remuneration of spouse is defined u/s									a. Section 24 (1) (ii)	                                  b. Section 44 (1) (ii)       
           c. Section 54 (1) (ii) 	                       d. Section 64 (1) (ii)

     8. 	The maximum rate applicable for SGST / UTGST is?							a. 28 % 		                                  b. 14 % 		
           c. 20 % 		                                  d. 30 %

     9.	Over valuation of closing stock is										a. Deducted from net profit 		 b. Added to net profit	 
c. Adjusted in P&L A/C		           d. None of the above

     10.	Method of depreciation allowed is 									a. WDV method 	                                 b. SL method		
           c. Replacement method	                      d.  Market value method
				                    




       
Part B		                                5 x 6 = 30
Answer ALL questions
Each answer should not exceed 400 words or two pages

11.a.   What are the main components of Income Tax Act? Discuss its features.										 (or)
11.b.   What are the factors to be considered in tax planning? Explain.			 							 
    12.a.    Asha a resident individual received in cash the following income as interest on securitiesduring the previous year.
	Rs. 8000 as interest on Government securities, Rs. 7200 as interest on debentures issued by the local authority, Rs. 7200 as interest on debentures of Meghdoot limited (not listed) Rs. 7200 as interest on debentures of Mercury Paints Limited (listed) Rs. 7200 as interest on tax free debentures of Gunjan Electricals limited (not listed). Determine the interest on securities under the head income from other sources for the AY 2019-20 assuming that the interest is paid in each case on 30th June and 31st December. 
(or)
    12.b.    State the provision regarding set-off and carry forward of losses under the 
                head of income from outsource.               

13.a.	Mention the composition of Hindu Undivided Family. Discuss the power of KARTA. 									 	
(or)
13.b.    Discuss the treatment of interest and capital receipt by partners in computation 
            of total income of the firm.			 
				
14.a.    Smt. Jaya is the owner of a house at Chennai, particulars in respect of which for 
             the year ended 31st March 2020 are as below:
		Actual rent received Rs.10,000
		Municipal valuation Rs.8,000
		Total Municipal tax Rs.2, 500
		Municipal tax paid by Smt. Jaya Rs.1, 250
		Municipal tax paid by the tenant Rs.1,250
		Interest paid during P.Y. on loan taken for renewing the house  Rs.500
		Repair charges Rs.3, 000
		Compute her income from house property for the A.Y. 2020-21							 
(or)
14.b.   Mr. David (resident)   was a manager in a private company. He sought pre
          mature retirement from service on 1st November 2019 after completing 
          25 years of service. His salary for 10 months preceding retirement was
          Rs.36, 900. He had seven months leave to his credit on the basis of 
          30 days per year which was approved and he was paid Rs.27, 300 as 
          salary. Compute the amount of encashment exempt from tax for P.Y. 2019-20, 
          if his last drawn salary is Rs. 3, 900.
                                                                    					 		
15.a.  How can an assessee claim maximum advantage of exemptions u/s 54, 54EC, 
          54F etc, Illustrate your answer?						 	
(or)
15.b.  What do you mean by expressly admissible expenses? Discuss how its treated 
          while calculating income from business.	 

						    Part C                                           5 x 12 = 60
 Answer ALL questions
Question No 20. Case is Compulsory
Each answer should not exceed 800 words or four pages

16.a.    How do you determine the residential status of joint stock company in India? 
            Discuss the tax liability of non-resident Indians.							 
(or)
16.b.    Briefly explain the powers of Income Tax Officers and provisions relating to tax refund.								
 	
17.a.    How do you determine pre- construction period while calculating interest on borrowed capital? Explain.								 	
(or)
17.b.     What do you understand by perquisites? Explain the different types of perquisites.
								 

18.a.     Mr. Jagdish is the owner of Jagdish Industries particulars of which for the year ended 31st March, 2019 are given below:									 
	Particulars
	 Rs.
	Particulars
	 Rs.

	To Salary to Staff
To Rent
To Commission to Dealers
To Reserve for Bad Debts
To  Depreciation  on  Machinery
To Entertainment Expenses
To Advertisement
To Bonus to Staff
To Expenses for approved   Scientific Programme:
Payment to IIT          1,00,000 
Land                             20,000 
Building                       50,000 
Salary                          15,000 
Material                        5,000 
Other Exp.                   10,000
To L. I. C. Premium on
Own life                     30,000
Staff(accident)         30,000
To Vehicle Running Exps.
To Net Profit

	3,60,000
60,000
1,00,000
80,000
1,25,000
1,75,000
47,500
22,500







2,00,000


60,000
70,000
4,00,000
	By Gross Profit
By Income‐tax refund
 (including interest 3,000)
By L. I. C. (amount received
 under Keyman Insurance)
	12,00,000
20,000

4,80,000







	
	17,00,000
	
	15,00,000



	Following additional information has been provided: 
	(a) Commission to dealers includes Rs.15,000 paid for medical expenses
                    incurred by the proprietor for himself. 
	(b) Depreciation allowable on machinery as per Income Tax Rules is Rs.1,50,000/‐  
	(c) Rs.15,000 included in advertisement has been incurred for advertisement
                    in souvenir published by a political party. 
	(d) Entertainment Expenses amounting Rs.30,000 was not related to business. 
	(e) Telephone expenses Rs.24,500,  Electricity expenses Rs.32,500 were
                    not recorded. 
	(f) Salary of Rs.14,000 has been paid to Mr. Jagdish & included in salary. 
	    He was also the only working partner in a partnership firm trading in a 
                   chemical & drew salary from the firm at Rs.20,000 p.m Firm reported 
                   loss of Rs.90,000.  
	 Compute his income from business for the assessment year 2019‐2020
(or)
18.b. 	Dr. Puri is a Professor of Economics and is a resident in India. He submits before you the following incomes for computing his income under the head 'Income from Other Sources' the assessment year 2019 - 2020						
1) He is the author of a text book which fetched him a gross royalty income 
    of Rs. 50,000. He claims the following expenses regarding earning this 
    royalty income:
a) Salary to a clerk who collects for him necessary data and goes through
    the final proof regarding Rs. 500 p.m.
b) Cost of 'books purchased in connection with the revision work of the 
    book Rs. 1,000.
c) Telephone Expenses of Rs. 1,800 attributed to the publication and sale
   of his book and other matters in connection with the printing of the 
   new edition of the book


			2) Income from Research Papers published in 'Taxation' and 'Taxmann' Rs. 4,000
3) He lives" in a rented house paying rent of Rs. 600 p.m. The house is too big 
    for, his family. Hence he has sub-let one-third portion of the house on a rent of 
    Rs. 350 per month. Dr. Puri has undertaken the liability of paying municipal taxes 
    of Rs. 600 on the whole house and also the current repairs of the whole 
    house amounting to Rs. 900.
4) Dr. Puri received Rs. 75 per lecture delivered at the Institute of
    Management. During the previous year he delivered 20 lectures.
5) He is an examiner in a number of Universities, from which he got a remuneration 
    of Rs. 3,000.
6) His other incomes were:
i) Winnings from Card Games Rs. 8,000
	ii) Received interest on Government Securities of U,K. Government Rs. 1,500
7) Received Rs. 2,500 as dividend from a company in which the public 
    are substantially interested by an account payee cheque.
			
19.a.    Compute taxable capital Gain of Mr. Syed (resident) for the A.Y 2020-21
a)  	Sale price of shares of Lotus Ltd. (unlisted) acquired on 1.06.2018 and sold on    1.04.2019    Rs.3,15,000 cost price of these shares Rs.1, 05, 000
b) 	Sale price of shares of Mayuri Ltd. (unlisted) acquired in 2009 – 10 (CII 148) sold on 1.12.2019 (CII 289) Rs.5, 20, 000, cost price of these shares Rs.75, 000
c)	Sale price of Jewellery sold on 1.08.2018 Rs.6, 00,000, Cost of the Jewellery acquired in 2005 – 06 (CII - 117) Rs.60, 000.
d) 	Sale of listed debentures on 1.02.2020 for Rs.2, 30, 000. These were purchased on 1.01.2006 for Rs.1, 85, 000
e) 	Goodwill of a profession (self generated asset) is sold from Rs.1, 75, 000. FMV on 1.04.2001 is Rs.10, 000.

(or)
 19.b.	  From the following information compute gross tax liability of Mr. Ram for the AY 2020-21
           Salary for 12 months 	-  		Rs. 5, 44, 000
           Interest on listed securities	-		Rs. 3, 000
           Interest on Government securities	- 		Rs. 5, 000
               Interest paid on loan taken to purchase Government securities Rs.1000, long 
               term capital gains Rs.70,000. Income from house property Rs.30,000 (computed)
               short term capital loss Rs. 10,000. Dividend from an Indian company Rs.4,000, 
               income from mutual fund (gross) Rs.7,000. Personal agricultural income 
               Rs.20,000, brought forward agriculture loss Rs.25, 000. Paid insurance premium 
               Rs.13, 000 on a policy taken before 1- 4 – 2016 of Rs.60, 000. Paid donations
               to National Children’s Fund Rs.5, 000, contribution to unrecognised provident
               fund Rs.3,000. Deposited in PPF Rs.30,000.		 

 20. Case Study:(Compulsory question)											 
		Discuss whether section 64 is applicable for the following cases.
Saha (X) creates a trust for the sole benefit of his friend’s minor child Y and appoints Z as the trustee. Z as trustee joins a partnership by investing trust funds and receives Rs.20, 00 as profit.
	Saha, an individual, is engaged in 	 the business of money lending. On April 1, 2018 he advances Rs.10,00,000 to his HUF at the market rate of interest of 21% per annum. During the previous year 2019 – 20 , the HUF earns Rs.4, 00, 000 as profit on the money advanced by Saha (before paying interest)

Questions
1. Is the amount of net income of HUF ( i.e., Rs.4, 00, 000 minus 12 % of Rs.10, 00, 000) includible in the income of X under section 64 (2)?
2. Does it affect the applicability of section 64 (2), if money is advanced at the rate of 6 % where as the market rate of interest is 12%?
3. Will the transaction come within the scope of section 60 to 64, if Saha foregoes his right to receive interest on the sum so advanced before the date of accrual?
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