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Part-A


Choose the Correct Answer
(10x1/2=5 Marks)
1. Assessee who fails to fulfill his obligation in relating to income tax is known as -------

           a) Ordinary Assessee                                               b) Assessee in default 
           c) Representative Assessee                                      d) Assessee 
2.   A person who satisfies any one of the basic condition and any one of the additional 
      condition is ------

            a) Resident and ordinary resident                            b) Non-resident  
            c) Resident but not ordinary resident                      d) Resident
3. Fixed monetary amount paid by the employer to the employee for meeting some particular            expenses is called ----------

           a) Income                b) Gain                       c) Salary                     d) Expenses 
4. Education allowance is exempted upto a maximum of 

          a) One child              b) Two Children      c) Three Children          d) Four Children 
5. Interest on securities accrues 

         a) Day by day                                              b) Quarterly 
        c) After a fixed period mentioned on the face of the security           d) Monthly 
6. Any expenditure incurred towards additions or improvements to the existing capital asset refers to 

       a)  Cost of acquisition             b) FMV        c) Cost of Improvement         d) Indexed cost 
7. Health and Education cess of ----- of tax is added to tax to arrive at the tax liability. 
     a) 4%                                  b) 5%                    c) 9%                               d) 7% 

8. HUF Stands for -----
    a) Hindu Universal Family                          b) Hindu Undivided Fixed
    c) High Undivided Family                          d) Hindu Undivided Family
9. The concept of ‘Tax planning’ is in the hands of 
    a) Tax department                 b) Tax payer               c) Legal advisor       d) Advance tax 

10. When a person reduces his total income by making false claims or by withholding the 
       information regarding his real income, so that his tax liability is reduced is known as ------

a) Tax evasion                                        b) Tax avoidance 
            c) Tax planning                                      d)Tax management 
Part – B

Answer All Questions

Each answer Should not exceed 200 words or one page   (5 X 4 = 20)

11. a) Mr. Gatting, a foreign citizen, leaves India for the first time in the last 20 years on November 25, 2016. During the calendar year 2015, he comes to India on September 1 and stays for a period of 20 days. During the calendar year 2018 he does not visit India at all but comes to India on January 15, 2019. Determine the residential status of Mr. Gatting for the assessment year 2019-20. 
(OR)

      b) Shri. Venkatesh, Who was born and brought up in India, went to U.K for further studies on 1-2-2017 and came back to India on 1st October 2018,. 

Ascertain his residential status for the previous year 2018-19. 

12. a) Mr. A receives Rs. 63,500 p.a. as net salary. Employer had deducted Rs. 7,500 as Employee’s contribution to R.P.F. Rs. 1,300 p.a. as tax deducted at source and Rs. 1,200 p.a as professional tax. During the year employer had deducted Rs. 2,500 towards the recovery of house building advance taken by Mr.A. Calculate Salary of Mr.A. 
(OR)

      b) From the following, calculate Gross Annual Value.

	Particulars 
	Amount (Rs.)

	Municipal Rental value
	4,00,000

	Fair Rental Value 
	3,75,000

	Standard Rent
	3,75,000


13. a) Compute the amount of capital gains exempted under section 54 and capital gains chargeable to tax in relation to the following transactions. 


Mr.Vasan sells residential house property in Chennai for Rs. 99,00,000 on April 25, 2018 which was acquired by him on may 10, 2011 for Rs. 5,00,000. In August 2018, he purchases a house in Madurai for Rs. 15,00,000. On June 30, 2019, Vasan sells the house property in Madurai for Rs. 20,00,000. CII for 2011-12 is 184, for 2018-19 it is 280.
(OR)

b) Mr.A invested Rs. 1,00,000 in 9% tax-free debentures of a company. What will be his taxable interest for the previous year ending on 31-3-2017 if the rate of deduction of tax at source is @ 10% Interest accrues on 1st January every year.          

14. a)  Mr.E has the following income for the previous year 2018-19.

	S.No.
	Particulars 
	Amount (Rs.)

	1
	Business income
	- 15,000

	2
	Short term Capital Gain
	53,000

	3
	Long term capital gain on sale of land
	1,21,000






Find out the tax liability for the assessment year 2019-20 assuming that he pays life insurance premium of Rs. 4,000. 
(OR)

      b) Ashwani Company Pvt. Ltd. Furnish the following information: 

	Particulars 
	Amount (Rs.)

	Interest on securities (Computed)
	10,000

	Income from House Property (Computed)
	20,000

	a) Textile manufacturing:

Profit as per P&L a/c before depreciation 
Depreciation 
	2,00,000

95,000

	b) Hosiery Manufacturing: 

Profit as per P&L a/c before depreciation 

Depreciation

            Agency business loss B/F from 2015-16

Income from other sources
	75,000

18,000

15,000

25,000



Compute the total income for the assessment year 2019-20. 
15. a) Describe the types of tax planning. 
(OR)

      b) Explain the methods of reducing tax liability. 
Part – C

Answer All Questions (5 X 7 = 35)

Each answer should not exceed 600 words or three pages 

16. a) Which of the following income are taxable when the residential status of Mr. Logu  is:


(i) Resident (ii) Not-Ordinarily Resident and (iii) Non-Resident


	S.No.
	Particulars 
	Amount (Rs.)

	1.
	Income accrued in Canada but received in India
	2,000

	2.
	Rs.5,000 were earned in Africa and received there but brought to India
	-

	3. 
	Rs.5,000 earned in India but received in Canada
	-

	4.
	Rs.10,000 earned and received in Srilanka from a business controlled from India
	-

	5.
	House property income (Computed ) from Srilanka

	2,000

	6.
	Rs.4,000 was past untaxed foreign income which was brought to India during the previous year
	-

	7. 
	Profit earned from a business in Kanpur
	10,000


(OR)

      b) Following are the incomes of Mr.G for the previous year. Calculate his taxable income on the assumption that he is (a) Ordinary Resident (b) Not ordinary resident and (C) Non-resident.

	S.No.
	Particulars 
	Amount(Rs.)

	1
	Profit from business carried from Hyderabad 
	50,000

	2
	Income accrued in India but received in Hongkong 
	75,000

	3
	Past untaxed income brought into India during this previous year 
	42,000

	4
	Income from house property situated in Srilanka
	48,000

	5
	Income from agriculture in USA
	1,00,000


17. a) Mr.Arun is employed in ABC Ltd., Bangalore. He gets the following emoluments.

	Basic salary 
	Rs. 12,500 P.M

	DA (Forming part)
	Rs. 6,000 P.M

	Bonus 
	Rs. 5,000

	Fees
	Rs. 1,000

	2% Commission on turnover Achieved (Turnover achieved Rs. 1,50,000)

	HRA 
	Rs. 7,250 P.M (Rent paid Rs.6,400 P.M)

	EA 
	Rs.4,000 P.M


Calculate Gross Salary.
(OR)

      b) From the following Statement, Compute the income from profession of Dr. Ramu if accounts are maintained on mercantile system: 

	Particulars 
	Amount(R.s.)
	Particulars 
	Amount  (R.s.)

	To Dispensary rent 
	36,000
	By visiting fees 
	45,000

	To Electricity and water charges 
	6,000
	By Consultation fees
	1,25,000

	To Telephone expenses
	6,000
	By Sales of Medicines
	72,000

	To Salary to nurse and compounder
	36,000
	By Dividends
	5,000

	To Dep. On surgical equipment
	6,000
	
	

	To Purchase of medicines
	36,000
	
	

	To Dep. on X-ray machine
	4,000
	
	

	To Income Tax
	5,500
	
	

	To Donation to Rama Krishna Mission
	4,000
	
	

	To Motor  car expenses 
	9,600
	
	

	To Dep. On Car
	4,800
	
	

	To Net Income
	93,100
	
	

	
	2,47,000
	
	2,47,000


Notes: 1. Electricity and water charges include domestic bill of Rs. 2,500.

            2. Half of motor car expenses are for professional use.

            3. Telephone expenses include 40% for personal use.

            4.  Opening stock of medicines is Rs. 6,000 and closing stock is Rs. 4,000. 
18. a) Ganesan furnishes the following particulars of his income for the previous year 2018-19. Compute his income from other sources for the Assessment year 2019-20.

a) Dividend (gross) from Ashok Leyland Ltd. Rs. 25,000.

b) Dividend from a co-operative society Rs. 5,000

c) Interim dividend from Rane (Madras) Ltd. 6,000

d) Dividend from a foreign company 26,000

e) Dividend from U.T.I Rs. 3,000.
(OR)

      b) Compute the taxable capital gain from particulars given below:

1. Net consideration of a residential house Rs.15,00,000 (2-6-2017) (C.I.I : 280)

2. Cost of acquisition of this house Rs. 3,00,000 (1-5-2003) (C.I.I: 109)

   
    3. New House acquired on 1-9-2018 for Rs.2,00,000.

19. a) Shri Sundar, working in a Ltd. Company at Bombay, receives a salary of Rs. 3,600 p.m during 2018-19. His employer contributes Rs. 8,160 towards provident fund (RPF). Other allowances received by him are: Medical allowance: Rs. 7,800 and 5% Commission on sales achieved by him which were Rs. 80,000. Special allowance Rs. 2,28,000. Employer provides a Maruthi 800 Car with a Chauffeur (Driver) for his private and official purposes with effect from April 1, 2018. The Amount of interest credited to provident fund @ 14% per annum comes to Rs. 2,012.Income of sundar from other sources is Rs. 3,00,000.  


Contributions: 
	Particulars 
	Amount (Rs.)

	Insurance premium paid on own life with LIC

(Policy for 30,000)
	3,000

	Insurance premium paid on the life of mother
	2,500

	Insurance premium paid on the life of father
	400

	Insurance premium paid on the life of Mrs. Sundar (With ICICI prudential)
	3,500

	Insurance premium paid on the life of his major son 
	2,000

	Insurance premium due before 31-3-2018 but paid on April 10,2018 on own life
	600

	Medical insurance premium paid 
	25,000

	Contribution towards employee’s provident fund
	4,000

	Contribution towards public provident fund
	40,000

	Repayment of loan taken from LIC for purchase of a house (Interest Rs. 5,000)(House is self-occupied and completed in January 1990)
	30,000

	Investment in units of notified mutual fund for financing Infrastructure facility  
	40,000

	College fees for two children Rs. 26,000 which includes Rs. 2,000 for development fee term  deposit with a bank Rs. 20,000.  
	



Determine the tax liability of Sundar for the Assessment year 2019-20. 
(OR)

       b) Shri. Subramanian, a salaried employee, provides the following details of his income for the assessment year 2019-20. Determine his tax liability.

	Particulars 
	Amount (Rs.)

	Basic salary
	90,000

	Dearness allowance (Forming part of salary)
	7,000

	Special allowance
	8,000

	Conveyance allowance
	5,000

	Interest on debenture of a Ltd. Company 
	10,000

	Interest on co-operative debentures 
	6,000

	Dividends from a co-operative society
	4,000

	Interest on Govt. Securities
	5,000

	Income from house property (Computed)
	3,00,000


20. a) Write a note on tax planning in relation to amalgamation of companies.
(OR)

      b) Distinguish between ‘Tax planning and Tax evasion’.  
**********
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Tax Planning and Management 


Part – A

Answer the following (10 X1/2 = 5)

Circle the correct answer 

1. b) Assessee in default

2. c) Resident but not ordinary resident
3. c) Salary
4. b) Two Children
5. c) After a fixed period mentioned on the face of the security
6. c) Cost of Improvement
7.  a) 4%
8.  d) Hindu Undivided Family
9. b) Tax payer
10. a) Tax evasion
Part – B

Answer All Questions

Each answer Should not exceed 200 words or one page   (5 X 4 = 20)

11. a) Ordinary Resident u/s 6(1)(b).
(OR)

      b) Determination  of Residential Status of Venkatesh: 1. Stay in India during the previous yea- 2018-19: Resident

2. Stay in India during 10 years preceding the previous year: Non-resident


3. Stay in India for 730 days during 7 years preceding the previous year: Additional; condition (2) of stay for 730 days is also satisfied. 
12. a) Salary = (63,500+7,500+1,300+1,200+2,500) = Rs. 76,000.
(OR)

      b) Gross Annual Value: Rs. 3,75,000. 
13. a) Computation of Capital gain of Mr.Vasan for the A.Y. 2018-19.

	Particulars 
	Amount (Rs.)

	Sales value 
	99,00,000

	- Indexed cost of acquisitions (5,00,000 X 280/184)
	7,60,870

	LTCG
	91,39,130

	· Exemption u/s 54
	15,00,000

	Chargeable capital gain 
	76, 39,130 


(OR)

      b) Net interest due = 1,00,000 X 9 / 100 = Rs. 9,000

           Gross up = 9,000 X 100 / (100-10) = 9,000 X 100/10 = Rs. 10,000.
14. a) Taxable income = 1,55,000 + (-15,000 + 53,000 + 1,21,000- 4,000) 

Tax liability = Nil.

(OR)

      b) Computation of total income:
	Particulars 
	Amount (Rs.)

	Income from House Property
	20,000

	Profit and Gains from business
	1,47,000

	Income from other sources
	35,000

	Total income
	2,02,000


15. a) The types of tax planning: Short-range tax planning-  Long-range tax planning – Permissive tax planning – Purposive tax planning and Functional tax planning.
(OR)

      b) The methods of reducing tax liability: A person can reduce his liability by three ways: Tax evasion – Tax avoidance and tax planning. 
Part – C

Answer All Questions (5 X 7 = 35)

Each answer should not exceed 600 words or three pages 

16. a) (1) Resident Rs.34,000 ( 2,000+10,000+5,000+10,000+5,000+2,000)



(2) Not Ordinary Resident Rs. 27,000 (2,000+10,000+5,000+10,000)  

 (3) Non-Resident Rs. 17,000 (2,000+10,000+5,000).
(OR)

      b) Calculation of taxable income of Mr.G:
	S.No.
	Income 
	O.R
	N.O.R
	N.R

	1
	Profit from business carried from Hyderabad 
	50,000
	50,000
	50,000

	2
	Income accrued in India but received in Hongkong 
	75,000
	75,000
	75,000

	3
	Past untaxed income brought into India during this previous year 
	NIL
	NIL
	NIL

	4
	Income from house property situated in Srilanka
	48,000
	-
	-

	5
	Income from agriculture in USA
	1,00,000
	-
	-

	Total Income
	2,73,000
	1,25,000
	1,25,000


17. a) Computation of Gross Salary: 

	Particulars
	Rs.
	Rs.

	Basic salary 
	
	1,50,000

	DA
	
	72,000

	Bonus 
	
	5,000

	Fees
	
	1,000

	Fixed % of commission 
	
	3,000

	HRA
	87,000
	

	Exempted
	54,300
	32,700

	EA
	
	48,000

	
	Gross salary 
	3,11,700


(OR)

      b) Professional receipts = 2,42,000  

      ( -)  Professional expenses = 1,34,300 

                     Professional Gain = 1,07,700
18. a) Computation of income from other sources:

	Dividend income: 
	

	Dividend from a co-operative society 
	5,000 

	Divided from a foreign company
	26,000 

	Income from other sources
	31,000 


(OR)

      b) Taxable capital gain: LTCG =  Rs. 7,29,358 


Exemption U/S 54 = 2,00,000

19. a) Computation of Gross total income: 
	Particulars 
	Amount (Rs.)

	Net Salary 
	2,78,543

	House property 
	· 5000

	Gross Total Income
	5,73,543

	Net income
	3,98,543

	Tax payable 
	7,724


(OR)

b) Determine his tax liability: Gross total income Rs. 3,95,000 (70,000+3,00,000+ 25,000)Taxable income Rs. 3,95,000; Tax on income: Rs. 7,250 Tax liability Rs. 7,540. 
20. a) Tax planning in relation to amalgamation of companies:

Amalgamation is defined as the combination of one or more companies into a new entity. It includes:

· Two or more companies join to form a new company

· Absorption or blending of one by the other

Thereby, amalgamation includes absorption.

However, one should remember that Amalgamation as its name suggests, is nothing but two companies becoming one. On the other hand, Absorption is the process in which the one powerful company takes control over the weaker company.

Generally, Amalgamation is done between two or more companies engaged in the same line of activity or has some synergy in their operations. Again the companies may also combine for diversification of activities or for expansion of services

Transfer or Company means the company which is amalgamated into another company; while Transfer Company means the company into which the transfer or company is amalgamated.

How is Amalgamation different from a Merger?

Amalgamation is different from Merger because neither of the two companies under reference exists as a legal entity. Through the process of amalgamation a completely new entity is formed to have combined assets and liabilities of both the companies.

Types of Amalgamation

1. Amalgamation in the nature of merger:
In this type of amalgamation, not only is the pooling of assets and liabilities is done but also of the shareholders’ interests and the businesses of these companies. In other words, all assets and liabilities of the transferor company become that of the transfer company. In this case, the business of the transfer or company is intended to be carried on after the amalgamation. There are no adjustments intended to be made to the book values. The other conditions that need to be fulfilled include that the shareholders of the vendor company holding atleast 90% face value of equity shares become the shareholders’ of the vendee company.

2. Amalgamation in the nature of purchase:
This method is considered when the conditions for the amalgamation in the nature of merger are not satisfied. Through this method, one company is acquired by another, and thereby the shareholders’ of the company which is acquired normally do not continue to have proportionate share in the equity of the combined company or the business of the company which is acquired is generally not intended to be continued.

If the purchase consideration exceeds the net assets value then the excess amount is recorded as the goodwill, while if it is less than the net assets value it is recorded as the capital reserves.
(OR)

      b) Tax planning and Tax evasion:  Tax planning is an act within the  four corners of the act to achieve certain social and economic objective. Tax evasion is a deliberate attempt on the part of tax payer by misrepresentation of facts, falsification of accounts including downright fraud. 

Tax planning is a legal right and a social responsibility. Tax evasion is a legal offence coupled with penalty and prosecution. 


Tax planning requires through knowledge of the relevant act, social, economic and political situation of the country while tax evasion requires boldness to infringe the law. 

Tax planner enjoys his fruits freely and he does not suffer from high blood-pressure, whereas a tax evader remains always in anxiety of search and seizure. 

**********

