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INCOME FROM SALARY           

 

 

 

CASE BASED MCQ 1: 
Anirudh is a resident individual aged 30 years employed at VJ Pvt. Ltd. as the head of Marketing 

Department. His basic salary is ₹ 10,000 p.m., D.A. (60% of which forms part of pay) is ₹6,000 

p.m., HRA is ₹ 5,000 p.m. and he is entitled to a commission of 1% on the turnover achieved by 

him. The turnover achieved by him during the current year is ₹12 lakhs. In light of the above 

details, answer the following for AY 21-22: 

  

1. Anirudh stays in New Delhi. Anirudh pays a rent of ₹ 5,500p.m. The amount of HRA exempt 

under section 10(13A) is : 

A. ₹48,480         B. ₹45,600          C. ₹49,680           D. ₹46,800 
  

2. Where there is a decision to increase the D.A. in March, 21 with retrospective effect from 

1.4.2019, and the increased D.A. is received in April, 21, the increase is taxable in the   

A. in the previous year 2019-20             B. in the previous year 2020-21 

C. in the previous year 2021-22             D. in respective years to which they relate 

  

3. In the previous year, he received entertainment allowance ₹12,000. He spent ₹6,000 on 

entertainment. Under section 16(ii), he is entitled to deduction of 

A.  ₹12,000            B. ₹6000            C. ₹5000               D. NIL 
  

4. He obtained interest-free loan of ₹ 20,000 from VJ Pvt. Ltd. for purchasing a two-wheeler. 

The market rate of interest on such loan is 20% per annum. The lending rate of State Bank 

of India is 15.5% and that of the private sector banks is 16%. The taxable amount of this 

perquisite will be computed at the rate of - 

A. 20%         B. 16%        C. 15.5%        D. Nil Rate  
  

5. The maximum exemption in respect of transport allowance granted to an employee to meet 

his expenditure for the purpose of commuting between the place of his residence and the 

place of his duty shall be - 

A. ₹ 600 per month            B. ₹ 700 per month 

C. Nil                               D. ₹ 900 per month 
  

Solution: 

1. B 2.  B 3. D 4. D 5. C 
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CASE BASED MCQ 2: 
R is an employee of R Ltd. who works as a Manager. He is entitled to a salary of ₹10,000 p.m. 

He was working with another company and joined the present employer w.e.f. 1.5.2020. His 

salary becomes due on 1st of the next month. In light of the above details, answer the following 

for AY 21-22: 

 

1. R shall be chargeable to tax for such amount under the head: 

A. Income from salary                B. Profit and gain from business and Profession 

C. Income from other sources       

  

2. R took an advance of ₹ 40,000 against the salary in the month of March, 2021. The gross 

salary of R for assessment year 2021-22 shall be: 

A. ₹ 1,60,000        B. ₹ 1,20,220          C. None of these two 
  

3. R took advance salary from his employer for the month of April and May 2021 along with 

salary of March 2021 on 31-3-2021. The gross salary of R for assessment year 2021-22 

shall be: 

A. ₹ 1,20,000         B. ₹ 1,40,000           C. None of these two  
  

4. R who was working with another company. He was also entitled to a pension of ₹ 4000 p.m. 

from his former employer as he retired on 31-3-2020. His pension is taxable on due basis. His 

gross salary for assessment year 2021-22 shall be: 

A. ₹ 1,10,000        B. ₹ 1,58,000            C. 1,48,000 
  

 

5. As R Ltd. was in a financial crisis, it paid the salary of January, 2020 to March, 2020 to R 

only in July,2020. The gross salary of R for AY 21-22 shall be: 

A. ₹ 1,20,000         B. ₹ 90,000           C. None of these two  
  

Solution: 

1. A 2. A 3. B 4. B 5. A 

 

Other general MCQs: 
1. Gratuity shall be fully exempt in case of : 

A. Central & State Govt employees    B. Central & State Govt & local authority EE 

C. Central and State Government employees and employees of local authority and 

employee of statutory corporation. 
  

               An EE is neither Govt EE nor covered under Payment of Gratuity Act 1972(Q 2-4) 

2. Salary for purpose of calculating half month shall be taken as: 

A. last drawn salary                           B. average salary of 10 month. 

C. average salary of 12 month. 

  

javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);


 

By CA. CS. VIJAY SARDA |  +91 8956651954     Page 8.3 | SALARY                 

 

3. Salary for the above purpose shall: 

A. include D.A & fixed percentage of commission on turnover        B. not include D.A. 

C. 

 

D. 

include D.A to extent terms of employment & fixed percentage of commission on 

turnover  

shall include D.A to the extent the terms of employment 
  

4. If the employee has completed 16 years and 8 months of service, the number of completed 

years shall be taken as: 

A. 17 years         B. 16 years             C. 16 years & 8 months 
  

5. The maximum exemption of gratuity uncovered shall be:  

A. ₹ 3,00,000    B. ₹ 10,00,000    C.  ₹ 20,00,000    D. 20 months’ salary  
  

6. R worked with a previous employer for 3 years but was not entitled to any gratuity. He 

worked with the present employer for 8 years and 7 months. The completed years of services 

for calculating exemption of gratuity (Covered in Gratuity Act) shall be taken as: 

A. 11 years      B. 8 years      C. 9 years      D. 12 years 
  

7. For purpose of calculating exemption of gratuity, salary shall include: 

A. fixed commission            B. commission if it is fixed percentage on turnover 

C. none of these two 

  

8. Commuted pension received shall be fully exempt in case of : 

A. Government employee   B. Govt employee or an employee of local authority 

C. Govt employee or an employee of local authority or an employee of statutory 

corporation. 

  

9. An employee was also entitled to gratuity. He got 60% of his pension commuted and received 

a sum of ₹ 12,00,000 as commuted pension. The exemption in his case shall be: 

A. 12,00,000      B. 4,00,000     C. 6,66,667     D. 8,00,000     E. 10,00,000 
  

10. Deduction from salary is covered u/s 

A. 15         B. 16          C. 17 

  

11. Encashment of leave salary at the time of retirement is fully exempt in the case of: 

A. Central Government employee           B. State Government employee 

C. both Central & State govt employee   D. Govt EE & employee of local authority 
  

12. During the previous year the employee was reimbursed ₹ 24,000 as medical expenses 

incurred by him which includes ₹ 7,000 spent in Government hospital. The taxable allowance in 

this shall be: 

A.  ₹9,000              B. NIL               C. ₹2,000              D. ₹24,000 
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13. Professional Tax Paid is allowed 

A.  Actual Amount Paid      B. ₹2000       C. ₹2,500      D. None of the above  

  

14. Rent Free Accommodation in case of Government Employee shall be: 

A. 

C. 

 ₹20,000                         B. License fee determined by the Government  

₹50,000                          D. ₹1,30,000 

  

15. Rent Free Accommodation in case of any other employee: 

A. Taxable                                  B. Not Taxable 

  

16. An employer has provided a motor car of 1.5-liter capacity to his employee which the 

employee is allowed to use for official purpose and for traveling from office to residence and 

back. The expenses of running and maintenance of Motor Car are met by the employer. The 

value of this perquisite shall be: 

A. ₹1800pm           B. ₹600 pm             C. NIL             D. ₹1400pm 

  

17. An employer provides free facility of Gas, electricity etc. to his employee which he uses for 

partly official and partly for personal purpose. The actual amount spent by employees is ₹ 

10,000 and the salary and the employer is ₹ 2,00,000 the valuation of this perquisite shall be: 

A.  ₹10,000        B. ₹6,000        C. Proportionate amount for personal use 
  

18. The Gardner, Sweeper and the watchman are employed by the employee but their salary of 

₹ 500 p.m. per person is paid by the employer. The valuation of this perquisite shall be: 

A.  ₹4320       B. ₹18,000      C. ₹1960       D. ₹6000 
  

19. Interest credited to statutory provident fund shall be : 

A. Fully exempt     B. Exempt upto 9.5 % of salary     C. Fully Taxable 

D. Exempt upto 8.5 % p.a. if credited on or after 1-9-2010 and 9.5% If credited 

prior to 1-9-2010. 
  

20. Employers contributions to unrecognized provident fund shall be : 

A. Fully taxable              B. Fully Exempt             C. Exempt upto 12 % of salary 

D. Neither exempt nor taxable in the year of contribution 

  

21. ESOP is a Taxable perquisite on basis of FMV 

A. True                                                 B. False  
  

22. Tea and Snacks are provided by X Ltd. to employees in the office during the office hours. The 

value of this perquisite shall be:  

A.  NIL                                                  B. NIL, if it is upto ₹ 50 per meal 

C. Actual amount spent by the employer 
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23. An employer has provided free meal worth ₹ 110 per meal for 300 days in the office, 

during the office hours, to his employees. Such facility provided to the employees shall: 

A. 

B. 

Be a perquisite in the hands of employee and taxable @60 per day for 300days   

Be a tax free perquisite in the hands of the employees. 

C. 

 

D. 

Be a tax free perquisite in the hands of the employees but liable to FBT in the 

hands of the employer  

Neither be a perquisite nor liable to FBT in the hands of employer 
  

24. The employer has given a laptop computer for the personal use of the employee. The value of 

this perquisite shall be:  

A. NIL                                                   B. 10% p.a. of the cost of the assets 

C. 10% p.a. of the W.D.V of the assets 
  

Solution: 

1. B 2. B  3. C 4. B 5. C 6. C 

7. B 8. B 9. E 10. B 11. D 12. D 

13. A 14. B 15. A 16. C 17. A 18. D 

19. A 20. D 21. A 22. A 23. A 24. A 
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Income from House Property           

 

 

 

Case Based MCQs I: 
Mr. Shahrukh owns a house property covered under the Rent Control Act. Such house property is 

situated at Delhi. He is not aware of the provisions of Income Tax Act,1961 to be complied with 

in respect of income from house property. Further, he also has the option to self-occupy such 

property or let it out. He wants to know about the exemptions available to him for income from 

such house property. He does not want to sell such house property as he is willing to keep it in his 

family. In light of the given case, help Mr. Shahrukh to understand the provision of income from 

House Property by answering the following questions: 

 

1. Municipal value ₹ 30,000, actual rent ₹ 25,000, fair rent ₹ 36,000 and standard rent is 

₹28,000. The gross annual value of the house property will be –  

A. ₹ 30,000 B. ₹ 25,000 

C. ₹ 36,000 D. ₹ 28,000 

  

2. Assuming he wants to give on rent. He seeks your help to determine the reasonable expected 

rent when monthly municipal value is ₹ 20,000, fair rent ₹ 25,000 and standard rent 

₹22,000. The reasonable expected rent will be computed with reference to following amount 

per month –  

A. ₹ 22,000 

B.  ₹ 20,000  

C.  ₹ 25,000 

D. None of the above. 

 

3. If it has been let out at a monthly rent of ₹ 25,000. The fair rent of the house is ₹2,90,000 

and standard rent is ₹ 2,60,000. The municipal value of house is ₹ 2,80,000 and municipal 

taxes are levied @ 10% of municipal value. The entire amount of municipal taxes are 

outstanding for the year ended 31-03-2021. The amount of municipal taxes to be allowed 

as deduction for computing the annual value will be: 

A. ₹ 30,000 B. ₹ 29,000 

C. ₹ 28,000 D. Nil 
  

4. If the house property is self-occupied upto 31-5-2020. w.e.f. 1-6-2020, the property is let 

to Salman at ₹ 40,000 p.m. Determine the Gross Annual Value of the house if the municipal 

value is ₹ 4,15,000; Fair Rent ₹ 4,20,000 and standard rent is ₹ 4,10,000. 

A. ₹ 4,00,000 B. ₹ 4,20,000 

C. ₹ 4,10,000 D. ₹ 4,15,000 
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5. The ceiling limit of deduction under section 24(b) in respect of interest on loan taken on 

1.4.2020 for the self-occupied house is 

A. ₹ 30,000 p.a.     B. ₹ 1,50,000 p.a.      C. ₹ 2,00,000 p.a.       D. No limit 
  

Solutions: 

1. D 2. A 3. D 4. C 5. C 

 

Case Based MCQs II: 
Mrs. Anuradha wishes to construct a house of her dreams. She takes a loan from Axis Bank for the 

purpose of constructing such house property. After she has taken the loan, she runs into a friend, 

Mr. Amit, who is aware of the existence of various provisions of Income from House Property under 

Income Tax Act,1961. Mr. Amit recommends her to visit a CA who can help her with claiming 

various deductions available under the Act. You being a CA are required to help her by answering 

the given questions: 

1. Which of the following deduction are to be made from income house property? 

A. Standard deduction B. Interest on borrowed loan 

C. Both (a) and (b) D. Option (a) but not (b) 

 

2. The construction of a house was completed on 31st January, 2021. The owner of the house 

took a loan of ₹ 20,00,000 @ p.a. On 1st May, 2020. In this case the deduction allowable for 

the previous year 2020-21 towards interest on borrowings is –  

A. ₹ 22,000 B. ₹ 24,000 

C. ₹ 1,10,000 D. None of the above 

 

3.  When does pre-acquisition or pre-construction period commences - 

A. On the 1st year when loan is borrowed 

B. On the date of borrowing  

C. On the 1st April of the year when construction is completed 

D. On the 31st March of the year when loan is borrowed 

 

4. When does pre-acquisition or pre-construction period ends? 

A. 31st march immediately prior to date of acquisition of property. 

B. Date of repayment of loan completion of construction  

C. (a) or (b) whichever is earlier  

D. Any of these 

 

5. Which of the following amount is not allowed for deduction from income from house 

property? 

A. Interest on loan borrowed for construction of house property.  

B.  Interest on fresh loan taken to repay original loan. 

C. Interest on unpaid interest. 

D. Interest on unpaid purchase price. 
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Solutions: 

1. C 2. C 3. B 4. C 5. C 

 

Other General MCQs: 
1. Vacant site lease rent is taxable as - 

A. Income from house property 

B. Business income or income from house property, as the case may be 

C. Income from other sources or business income, as the case may be 

D. Income from other sources or income from house property, as the case may be 
  

2. Treatment of unrealized rent for determining income from house property- 

A. To be deducted from expected rent 

B. To be deducted from actual rent 

C. To be deducted under section 24 from annual value 

D. To be deducted from both expected rent and actual rent 
  

3. Interest on borrowed capital accrued up to the end of the previous year prior to the year of 

completion of construction is: 

A. allowed as a deduction in the year of completion of construction 

B. allowed in 5 equal annual installments from the year of completion of construction 

C. allowed in the respective year in which the interest accrues 

D. Not allowed 
  

4. The ceiling limit of deduction under section 24(b) in respect of interest on loan taken on 

1.4.2019 for repairs of a self-occupied house is 

A. ₹ 30,000 p.a.     B. ₹ 1,50,000 p.a      C. ₹ 2,00,000 p.a       D. No limit 
  

5. Where an assessee has two house properties for self-occupation, the benefit of nil annual 

value will be available in respect of: 

A. Both the properties 

B. The property which has been acquired/ constructed first 

C. Any one of the properties, at the option of the assessee 

D. Any one of the properties and once option is exercised cannot be changed in subsequent 

years 

  

6. In case the property is owned by co-owners and it is let, income from such property shall be 

computed: 

A. Separately for each co-owner 

B. It will be first computed ignoring the co-ownership and then distributed amongst co-

owners 
  

7. In case of Let out property interest on borrowed capital allowed is: 

A. Unlimited                    B. Limited 
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8. Annual Value of the house property let is negative then tick the deduction which shall be 

allowed u/s 24: 

A. 22       B. 23       C. 24       D. 25 

  

9. A house property whose fair rent is ₹ 1, 20,000 is neither let out nor did self-occupy 

throughout the previous year. Its annual value shall be: 

A. ₹ 1,20,000                    B. Nil 

  

10. Unrealized rent is a deduction from: 

A. Gross Annual Value            B. Net Annual Value            C. Actual rent 

  

11. An assessee has borrowed money for purchase of a house & interest is payable outside India. 

Such interest shall - 

A. be allowed as deduction 

B. not be allowed on deduction 

C. be allowed as deduction if the tax is deducted at source 
  

STATE WHETHER TRUE OR FALSE: 

12. R gifted the house property to his wife in 2019. Mrs. R let out the house property @ ₹7,000 

p.m. Income from such house property shall be taxable in the hands of Mrs. R 

 

13. R transferred his house property to his wife with an agreement to live apart. Income from 

such house property shall be taxable in the hands of Mrs. R 

 

14. A has two house properties. Both are self-occupied. The annual value of both houses shall be 

Nil 

 

15. Municipal taxes is a deduction from Net Annual Value 

 

16. An assessee was allowed deduction of unrealized rent to the extent of ₹ 40,000 in the past 

although the total unrealized rent was ₹60,000. He is able to recover from the tenant ₹ 

45,000 during the previous year on account of such unrealized rent . He shall be liable to 

tax to the extent of ₹ 45,000. 

 

FILL IN THE BLANKS: 

17. R gifted the house property which was let out @ ₹ 9,000 p.m. to his minor daughter Income 

from such house property shall be taxable in the hands of _______ 

 

18. Municipal valuation of the house is ₹ 2,40,000, fair rent is ₹ 2,90,000, standard rent is ₹ 

2,50,000 whereas annual rent received ₹ 2,40,000 : municipal taxes  paid are 40,000. The 

annual value in this case shall be _______ 
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19. Fair rent value of house is ₹ 1,50,000, standard rent ₹ 1,20,000, Annual rent ₹ 1,30,000. 

Municipal taxes paid for 6 years in advance ₹ 1,50,000. The annual value shall be __ 

 

20. In case the property in owned by co-owners and it is self-occupied by all co-owners. The 

annual value of such house property shall be __ 

 

21. Co-owners Income of Hp is taxable as per sec. __ 

 

22. In case of deemed let out property, tick the deduction which shall be allowed under section 

24: 

a) Repairs and collection charges  

b) Insurance premium  

c) Ground rent / lease rent  

d) Annual charges  

e) interest on money borrowed  

f) vacancy allowance 

g) standard deduction of 30% 

 

23. Tick the cases where the income from house property can be negative due to deduction 

u/s24: 

a) Let out property  

b) Self-occupied property  

c) Deemed let out property  

d) Partly let out property self-occupied  

e) One property which could not be occupied due to employment elsewhere  

 

24. R is owner of superstructure although the land was taken by him on lease. The income from 

such house property shall be taxable under the head: 

A. IFOS                  B.  Income from house property    

  

25. R has taken a house on rent and sublet the same to G. Income from such house property 

shall be taxable under the head: 

A. Income from House Property                  B.  IFOS    

  

 

       Solutions: 

1. C 2. B 3. B 4. A 5. A 

6. B 7. A 8. A  9. A 10. C 

11. C 12. False 13. True 14. True 15. False 

16. False 17. R 18. 2,10,000 19. (20,000) 20. Nil 

21. 26 22. E, G  23. A, B, C, D, E 24. B 25. B 
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            Profits & Gains from Business  

            & Profession           

 

 

 

Case Based MCQs I: 
Tata Motors Limited is an Indian multinational automotive manufacturing company 

headquartered in Mumbai, Maharashtra, India. It is a part of Tata Group, an Indian conglomerate. 

Its products include passenger cars, trucks, vans, coaches, buses, sports cars, construction 

equipment and military vehicles. Tata Motors vehicles offer global styling, enhanced driving 

comfort and fuel efficiency. Their design units in Coventry (UK), Turin (Italy), and Pune (India) 

ensure our vehicles are both trendy and trustworthy. It has acquired various assets for the purpose 

of business and requires you to assist in claiming depreciation on such assets and understanding 

other provisions of PGBP under the Income Tax Act,1961. Answer the following in regard to the 

above case. 

 

1. It purchased computers of the value of ₹ 10 lakhs in November, 2020 and installed the same 

in its office. The depreciation allowable u/s 32 for AY 2021-22 in respect of the same is: 

A. ₹6 lakhs B. ₹3 lakhs 

C. ₹4 lakhs D. ₹2 lakhs 

  

2. It has unabsorbed depreciation of ₹ 4,50,000 for the P.Y.2019-20. This can be carried 

forward 

A. for a maximum period of 8 years and set-off against business income 

B. Indefinitely and set-off against business income 

C. Indefinitely and set-off against any head of income 

D. Indefinitely and set-off against any head of income except winnings from lotteries, 

crossword puzzles, etc. 

  

3. Every person who is subject to tax audit u/s 44AB shall obtain a statement of particulars in 

Form No. ______ on or before due date of filing return u/s 139(1) of the Act. 

A. 3CEB    B. 3CEC    C. 3CD     D. None 

  

4. Tata Motors has started expanding its business operations and commenced a new business on 

1st April,2020. It acquired plant and machinery (second hand), factory building and furniture 

at a cost of ₹62 lakhs, ₹37 lakhs and ₹8 lakhs, respectively, in the PY 2020-21 by way of 

ECS through bank account. Assuming that all the assets were put to use for more than 180 

days during the PY 20-21, compute the written down value of each block as on 1st 

April,2021: 

A. ₹52.70 lakhs, ₹33.30 lakhs & ₹7.20 lakhs B. ₹58.75 lakhs, ₹35.71 lakhs & ₹7.72 lakhs 
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C. ₹58.28 lakhs, ₹35.52 lakhs & ₹7.68 lakhs D. ₹59.675 lakhs, ₹36.075 lakhs & ₹7.8 lakhs 

5.  Depreciation allowance is charged @ ______ percentage of written down value on intangible 

assets e.g., Know-how, patents, copyrights, etc. 

A. 15% B. 25% 

C. 20% D. 30% 

  

Solutions: 

1. D 2. D 3. C  4. A 5. B 

 

Case based MCQs II: 
“LUX Enterprise” a proprietorship firm of Mr. Lucifer Morningstar, a resident individual, in 

Maharashtra engaged in business of printing and publishing. The following details pertain to the 

assets of the business: 

Particulars Date of 

purchase 

Date of put to 

use 

Amount 

Office building 

superstructure 

constructed on leased 

land 

30.09.2020 30.12.2020 1,85,00,000 

BMW M4 convertible car 13.08.2019 25.08.2019 94,80,000 

Machineries used in 

printing and publishing 

process 

25.09.2020 15.10.2020 9,12,500 

1) Car is also used for personal purposes; disallowance for personal use may be taken at 20%. 

2) Written down value of Plant & Machinery (Depreciable @15%) as on 1.4.2020 is ₹ 

1,45,00,000. 

Based on the facts of the case scenario given above, choose the most appropriate answer to the 

following questions, assuming all the aforementioned assets are purchased through account payee 

cheque: 

1. What would be the amount of depreciation allowable on plant and machinery (@15%) for the 

previous year 2020-21? 

A. ₹ 24,25,938 B. ₹ 23,34,688 

C. ₹ 24,94,376 D. ₹ 24,03,126 

  

2. What would be the WDV of plant and machinery (Depreciable@15%) as on 1.4.2021? 

A. ₹ 1,29,86,562 B. ₹ 1,29,18,124 

C. ₹ 1,30,77,812 D. ₹ 1,21,65,312 

  

3. What would the WDV of Office building superstructure constructed on leased land as on 

1.4.2021? 

A. ₹ 1,85,00,000 B. ₹ 1,66,50,000 
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C. ₹ 1,75,75,000 D. ₹ 1,57,25,000 

4. What would be the amount of depreciation allowable on BMW M4 convertible car for the 

previous year 2020-21? 

A. ₹ 22,75,200 B. ₹ 11,37,600 

C. ₹ 10,01,088 D. ₹ 17,29,152 

  

Solutions: 

1. B 2. C 3. C 4. D 

 

Other General MCQs: 
1. An electricity company charging depreciation on straight line method on each asset 

separately, sells one of its machinery in April, 2020 at ₹ 1,20,000. The WDV of the 

machinery at the beginning of the year i.e., on 1st April, 2020 is ₹ 1,35,000. No new 

machinery was purchased during the year. The shortfall of ₹ 15,000 is treated as – 

A. Terminal depreciation 

B. Short-term capital loss 

C. Normal depreciation 

D. Any of the above, at the option of the assessee 

 

2. Mr. X acquires an asset in the year 2015-16 for the use for scientific research for ₹ 

2,75,000. He claimed deduction under section 35(1)(iv) in the previous year 2015-16. The 

asset was brought into use for the business of Mr. X in the P.Y.2020-21, 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 

u/s 32 upto the date of transfer 

D. Actual cost of the asset i.e., ₹ 

2,75,000 

  

3. Mr. X, a retailer acquired furniture on 10th May 2020 for ₹ 10,000 in cash and on 15th 

May 2020, for ₹ 15,000 and ₹ 20,000 by a bearer cheque and account payee cheque, 

respectively. Depreciation allowable for A.Y. 2021-22 would be ₹  

A. 2,000 B. 3,000 

C. 3,500 D. 4,500 

  

4. The W.D.V. of a block (Plant and Machinery, rate of depreciation 15%) as on 1.4.2020 is 

₹3,20,000. A second hand ‘machinery costing ₹ 50,000 was acquired on 1.9.2020 through 

account payee cheque but put to use on 1.11.2020. During Jan 2021, part of this block 

was sold for ₹ 2,00,000. The depreciation for A.Y.2021-22 would be ₹ –  

A. 21,750 B. 25,500 

C. 21,125 D. 12,750 

  

5. M/s ABC, an eligible assessee, following mercantile system of accounting, carrying on eligible 
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business under section 44AD provides the following details: 

♦ Total turnover for the financial year 2020-21 is ₹ 130 lakh 

♦ Out of the above: 

- ₹25 lakh received by A/c payee cheque during the financial year 2020-21; 

- ₹ 50 lakh received by cash during the financial year 2020- 21; 

- ₹ 25 lakh received by A/c payee bank draft before the due date of filing of return; 

- ₹ 30 lakh not received till due date of filing of return. 

What shall be the amount of deemed profits of M/s ABC under section 44AD(1) for A.Y. 2021-22? 

A. ₹ 10.4 lakh B. ₹ 7.0 lakh 

C. ₹ 5.5 lakh D. ₹ 9.4 lakh 

 

6. Mr. Shahid, a wholesale supplier of dyes, provides you with the details of the following cash 

payments he made throughout the year – 

• 12.06.2020: loan repayment of ₹ 27,000 taken for business purpose from his friend Kunal. 

The repayment also includes interest of ₹ 5,000. 

• 19.08.2020: Portable dye machinery purchased for ₹ 15,000.  The payment was made in 

cash in three weekly instalments. 

• 26.01.2021: Payment of ₹ 10,000 made to electrician due to unforeseen electric circuit at 

shop 

• 28.02.2021: Purchases made from unregistered dealer for ₹ 13,500 

What will be disallowance under 40A(3), if any, if Mr. Shahid opts to declare his income as per 

the provisions of section 44AD? 

A. 18,500 B. 28,500 

C. 13,500 D. Nil 

  

7. Mr. Bandu, aged 37 years, provides following details for P.Y. 2020-21 as follows: 

Particulars ₹ in lakhs 

Textile Business Income 22 

Speculative Business Income (4) 

Textile Business Loss b/f from P.Y. 2018-19 (5) 

Business income of spouse included in the income of   

Mr. Bandu as per section 64(1)(iv) 

 

2 

Deductions available under Chapter VI-A 3 

TDS 1 

TCS 0.5 

Advance tax paid 1.3 

What shall be the net tax payable/(refundable) as per regular provisions of the Income-tax Act, 

1961 for A.Y. 2021-22 for Mr. Bandu? 

A. ₹ 24,200 B. ₹ (1,00,600) 

C. ₹ 2,11,400 D. ₹ 12,500 
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8. Rate of depreciation chargeable on fully temporary wooden structure for the assessment year 

2020-21 is - 

A. 5%       B. 10%       C. 40%        D. None of above 

  

9. Under the Income-tax Act, 1961, depreciation on machinery is charged on   

A. Purchase price of the machinery          B. Market price of the machinery 

C. Written down value of the machinery   D. All of above  

  

10. Depreciation allowance is charged @_________ percent of written down value on intangible assets 

e.g. Know-how, patents, copyrights etc - 

A. 15%       B. 25%       C. 20%        D. 30% 

  

11. Which of the following income is chargeable to tax under the head PGBP   

A. Cash compensatory support & Duty Drawback 

B. Sum received under a Keyman Insurance Policy 

C. Both of the above                        

D. None of above 

  

12. Any profit on the transfer of Duty Free Replenishment Certificate is taxable under the head- 

A. Salary      B. Other Sources     C. PGBP     D. None of above 

  

13. Any sum received under an agreement for not carrying any activity in relation to any business is 

taxable under the head - 

A. 

C. 

PGBP (provided not taxable as CG)                    B. Other Sources 

Any of above                                                 D. None of above 

  

14. Any compensation received for not producing CFC and HCFC from Government of India under 

multilateral fund of Montreal Protocol  

A. is taxable under the head Other Sources                             

B. is taxable under head PGBP 

C. is not taxable under the head PGBP 

D. None of the above  

  

15. Where assessee received commission and brokerage on the shares subscribed by the public in IPO, 

the commission and brokerage 

A. shall be taxable as income under the head Other Sources 

B. shall be taxable as income under head PGBP 

C. exempt from tax                  D. None of above 

  

16. Where assessee is owner of building and incurred capital expenditure on building, the expenditure 

A. shall not be allowed as deduction 

B. should be added to the cost of building and depreciation shall be allowed on same 

C. shall be allowed wholly in the year in which it is incurred 
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D. None of the above  

  

17. Which of the following deduction is allowed to assessee in respect of Plant and Machinery and 

furniture used for the purpose of business and profession? 

A. Rent and Revenue expenses on repairs 

B. Rent and Revenue expenses on repairs, insurance premium 

C. Rent and Insurance premium 

D. None of the above  

  

18. Where assessee incurred expenditure on replacement of old machinery by new machinery, the 

expenditure 

A. is not allowed at all              B. is allowable as revenue expenditure 

C. is not allowable as revenue expenditure and depreciation shall be allowed 

D. None of the above  

  

19. When is depreciation allowed as deduction? 

A. When the asset is used for the purpose of the business or profession 

B. It is owned wholly or partly by the assessee 

C. All of above                           D. None of above 

  

20. Goodwill purchased is - 

A. Intangible asset      B. Tangible Asset     C. either a/b     D. None of above 

  

21. A lessee, in respect of leased asset 

A. can claim depreciation under head PGBP 

B. cannot claim depreciation under head PGBP 

C. is allowed to claim depreciation 

D. None of the above  

  

22. Depreciation is allowed on - 

A. Actual Cost      B. Book value of asset     C. either a/b     D. None of above 

  

23. What does Plant include? 

A. ships, vehicles, books 

B. ships, vehicles, books, scientific apparatus, and surgical equipment 

C. ships, vehicles, books, scientific apparatus 

D. None of the above  

  

24. When shall depreciation be restricted to 50% of depreciation allowed? 

A. If asset is put to use for less than 180 days in any year 

B. if asset is put to use for less than 180 days in year of acquisition 

C. if asset is put to use for less than 200 days in year of acquisition 

D. None of the above  
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25. An assessee purchased an asset on 21st September 2019 on which rate of depreciation is 20% 

and put to use on 10th October 2019. How much depreciation shall be allowed to assessee such 

asset during the period ending 31st March 2020- 

A. Nil      B. 20%     C. 10%     D. Any 

  

26. Additional depreciation is allowed at the rate of - 

A. 10%      B. 15% / 35%     C. 20/35%    D. 5% 

  

27. Additional Depreciation shall be allowed in which of the following case? 

A. engaged in the business of manufacture or production of any article or thing 

B. if assessee is engaged in the business of generation or generation or distribution of power 

C. Any of above                           D. None of above 

  

28. An assessee purchased an imported second-hand machinery and contends that additional 

depreciation shall be allowed on same. Is the contention of assessee correct?   

A. Valid             B. Invalid, no additional depreciation shall be allowed 

C. partly valid     D. None of above 

  

29. An assessee purchased office appliances and contends that additional depreciation shall be 

allowed on same. Is the contention of assessee correct?   

A. Valid             B. Invalid, no additional depreciation shall be allowed 

C. partly valid     D. None of above  

  

30. Additional Depreciation is not allowed on 

A. When assessee is not engaged in business of manufacturing 

B. When assesee purchases a second hand machinery 

C. When whole of cost of plant is allowed as deduction 

D. All of the above  

  

31. When is additional depreciation allowed? 

A. First year in which the asset is installed and ready to use 

B. any year in which the asset is installed and put to use 

C. first year in which the asset is installed and put to use 

D. Any of the above  

  

32. When an asset is put to use for less than 180 days in the year in which it is acquired, what 

rate of additional depreciation shall be allowed - 

A. 20%      B. 5%     C. 10%     D. Nil 

  

33. When an asset on which depreciation is allowed is transferred and block does not cease to exist, 

how should it be treated? 

A. Cost of asset shall be reduced from the block of asset 
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B. Sale proceeds of asset shall be reduced from block of asset 

C. Profit shall be computed as per section 50 and chargeable under head capital gain 

D. None of the above  

  

 Solutions: 

1. A 2. A 3. B 4. A 5. D 

6. D 7. A 8. C 9. C 10. B 

11. C 12. C 13. A 14. C 15. B 

16. B 17. B 18. C 19. C 20. A 

21. B 22. C 23. B 24. A 25. C 

26. C 27. C 28. B 29. B 30. D 

31. C  32. C 33. B   
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                Capital Gains           

 

 

 

Case Based MCQs I: 
Mr. Majnu is a resident individual. Mr. Majnu owns a plot of land at Mumbai. He is a businessman 

and runs a business of hotels. He is fond of buying new plots of land and houses and further sells 

them whenever he finds a better property to purchase. He sold a plot of land to Mr. Uday in PY 

20-21. He wants to know about the tax implications on such transfer and various other transfers 

under the head Capital Gains under Income Tax Act, 1961. You are required to advise him by 

answering the following questions: 

 

1. The transfer of plot of land is made on 7.7.2020 and Mr. Majnu derives LTCG of ₹1.5 crore. Net 

consideration is ₹ 2.5 crore. He purchased 2 residential houses, one at Pune on 10.12.2020 and 

another at Delhi on 15.12.2020 of ₹ 1.5 crore each. He does not own any house on the date of 

transfer of plot of land. He can claim exemption: 

A. For both houses since LTCG is upto 2 crore B. Only one house 

C. Exemption not available D. None of the above 

  

2. If he transfers a house at Lucknow on 7.7.2020 to Ms. Laila derives LTCG of ₹1.5 crore. And 

further he purchases 2 residential houses, one at Jaipur on 10.12.2020 and another at Bangalore 

on 15.12.2020 of ₹ 50 lakhs each. He owns five houses on the date of transfer of Lucknow house. 

He can claim exemption of: 

A. For both houses since LTCG is up to 2 crore B. Only one house 

C. Exemption not available D. None of the above 

  

3. If he is 61 years old and his capital gain u/s 112A is ₹25,00,000, STCG u/s 111A is ₹20,00,000 

& PGBP income is ₹70,00,000 for AY 21-22. Then his tax liability is: 

A. 29,30,200 B. 28,50,100 

C. 29,33,190 D. 26,99,650 

  

4. If Mr. Majnu purchased 300 shares in Sanjana Textiles Ltd. on 12-1-2017 at a cost of ₹ 2500 

per share. The fair market value (FMV) of the share as on 31-1-2018 is ₹ 1800. He sold all the 

shares of Sanjana Textiles Ltd. on 15-7-2020 for ₹ 3200. His sister, Ms. Ishika, purchased 600 

shares in Welcome Ltd. on 25-1-2017 at a cost of ₹ 1900 per share. The FMV of the share as on 

31-1-2018 is ₹ 2400. She further sold all the shares of Welcome Ltd. on 31-1-2021 for ₹ 1700 

per share. What is the chargeable capital gains on sale of shares of Sanjana Textiles Ltd. and 

Welcome Ltd. in the hands of Mr. Majnu and Ms. Ishika, respectively, for AY 21-22? 

A. LTCG of Mr. Majnu ₹ 2,10,000; LTCG of Ms. Ishika ₹ 4,20,000 

B. LTCG of Mr. Majnu ₹ 4,20,000; LTCG of Ms. Ishika ₹ 4,20,000 
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C. LTCG of Mr. Majnu ₹ 4,20,000; LTCG of Ms. Ishika ₹ 1,20,000 

D. LTCG of Mr. Majnu ₹ 2,10,000; Long term capital Loss of Ms. Ishika ₹ 1,20,000 

 

5. Sec. 54EC exemption is available by transfer of: 

A. All long-term capital assets B. All long-term capital assets except land and building 

C. Land or building or both D. All long-term capital assets except shares 

  

Solutions: 

1. A 2. C  3. A 4. D 5. C 

 

Case Based MCQs II: 
Mr. Tomato is an individual resident in India. He has received shares on redemption of Global 

Depository Receipts (GDRs). He also transferred a land in Amravati under Land Pooling Scheme on 

6-07-2016 which was acquired by him on 09-05-2003 for ₹2,50,000.  He received possession of 

reconstituted plot on 17-01-18 and transferred the same on 20-2-2020. He wants to know 

about the provisions of capital gains applicable to him along with the exemptions available to him. In 

light of the given case, answer the following: 

 

1. Section 10(37A) which provides for exemption on transfer of specified capital asset in context of 

land pooling scheme is applicable to:   

A. Company B. All persons 

C. All persons except company D. Individual/HUF 

  

2. Sec 10(37A) provides exemption for transfer of specified capital asset in context of land pooling 

scheme. Which of the following is specified capital asset among the following: 

i) land or building transferred under pooling scheme 

ii) reconstituted plot or land received transferred within 2 years from date of possession 

iii) reconstituted plot or land received transferred after 2 years from date of possession 

iv) land pooling ownership certificate 

A. All of the above B. Both (i) & (iv) 

C. (i), (iii) & (iv) D. (i), (ii) & (iv) 

  

3. In case of land pooling scheme, Mr Tomato received possession of reconstituted plot on 17-01-

18 and transferred same on 20-2-2020 for ₹9,50,000. 

Other information is as follows: 

FMV as on 06-07-16 – ₹ 2,80,000 

FMV as on 09-05-03 – ₹ 5,00,000 

SDV as on 31-03-18 – ₹ 6,00,000 

SDV as on 31-03-20 – ₹ 9,20,000 

What will be the capital gain for PY 20-21? 

A. Nil B. 7,00,000 

C. 3,50,000 D. 4,50,000 

 



 

By CA. CS. VIJAY SARDA |  +91 8956651954           Page 11.3 | CG                 

 

4. What will be the COA of shares received on redemption of GDR? 

A. FMV of shares on date of receipt of shares 

B. Cost of acquisition of GDRs 

C. FMV of shares on date on which request for redemption is made  

D. FMV of shares on date when GDR was purchased 

 

5. If instead of redeeming the GDRs, Mr. Tomato gifts the same to his mother, Mrs. Cucumber, will 

such transaction be regarded as transfer as per the provisions of Sec.47 of Capital Gain? 

A. Regarded as transfer B. Not regarded as transfer 

  

Solutions: 

1. D 2. D 3. A 4. C 5. B 

 

Other General MCQs: 
1. Indexation benefit is available to which of the following assets? 

A. Capital index bond B. Treasury bonds 

C. Slump sale assets D. Units of equity-oriented fund on which STT is paid 

  

2. Agriculture land situated within 2 kilometers from the municipality or cantonment board having 

population of 90,000   

A. is capital asset                                  B. is not a capital asset 

C. may be a capital asset                        D. None of above 
  

3. Agriculture land situated within 5 kilometers from the municipality or cantonment board having 

population of 1,20,000   

A. is capital asset                                  B. is not a capital asset 

C. may be a capital asset                        D. None of above 
  

4. Which of the following is not transfer   

A. Sale of asset                                     B. extinguishment of right in an asset 

C. Exchange of asset                              D. None of above 
  

5. As per section 48, capital gain shall be computed as: 

A. Sale consideration – cost of acquisition – cost of improvement + expense on transfer 

B. Sale consideration + cost of acquisition – cost of improvement 

C. Sale consideration – cost of acquisition + cost of improvement - expense on transfer 

D. Sale consideration – cost of acquisition – cost of improvement - expense on transfer 
  

6. As per first proviso to section 48, capital gain on transfer of specified asset shall be computed by 

converting   

A. Cost of Acquisition                           B. expenses on transfer 

C. Sale Consideration                           D. All of above 
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7. The capital gains so computed in the foreign currency shall be reconverted into:  

A. Indian Currency       B. foreign currency as was initially used in purchase 

C. Any of above           D. None of above 
  

8.  Second proviso to section 48 is applicable while computing   

A. Only on short term capital gain                            B. Only on LTCG 

C. Both short term and long-term capital gain             D. None of above 
  

9. In computation of CG as per first proviso to sec 48, expenses on transfer shall be converted 

at…….……... as on date of ……………… 

A. the rate being average of telegraphic transfer buying & selling rate , date of sale 

B. the telegraphic transfer buying, date of acquisition 

C. the rate being average of telegraphic transfer buying and selling rate, date of acquisition 

D. the telegraphic transfer selling date of acquisition 
  

10. No capital gain in case of Goodwill of profession. This statement is: 

A. False B. True 

  

11. Mr. Kanan Gill (proprietor of Gill & Co.) transferred a depreciable asset for ₹2,50,000 which 

was acquired by him on 20-12-2008 for ₹60,000. WDV of block to which this asset belongs was 

₹2,00,000 as on 1-4-2020. What will be the amount of capital gain and type of capital gain? 

A. Nil, NA B. 50,000, STCG 

C. 50,000, LTCG D. 1,90,000, STCG 

  

12. Mr. Nihal and Mr. Vijay sold their residential house property in Pune for ₹3 crores and ₹4 

crores, respectively in Jan 2021. The house property was purchased by them 25 months back. The 

indexed COA is ₹1 crore and ₹1.75 crores, respectively. Mr. Nihal purchased 2 residential flats, one 

in Delhi and one in Agra for ₹70 lakhs & ₹80 lakhs, respectively, in April 2021. On the same date, 

Mr Vijay also purchased 2 residential flats, one in Mumbai & the other in Pune, for ₹80 lakhs and 

₹75 lakhs, respectively. Both of them invested ₹30 lakhs each in bonds of NHAI in March 2021 and 

bonds of RECL in April 2021. What is the income taxable under the head Capital Gains for AY 21-

22 in the hands of Mr. Nihal and Mr. Vijay? 

A. 70 lakhs and 90 lakhs, respectively B. 60 lakhs and 85 lakhs respectively 

C. Nil and 10 lakhs, respectively D. Nil and 20 lakhs respectively 

  

13. Ms Ginger transferred the asset and deposited the amount in CGAS scheme as per Sec 54F and 

claimed exemption of ₹ 58,000. Within stipulated time of investment, he died. What will be the 

amount of capital gain chargeable in the hands of legal heir? 

A. 50,000 B. 25,000 

C. Nil D. None of the above 

  

14. Once sec 112A is exercised, which of the following benefit is not available against LTCG: 

i) Chapter VI A Deduction 
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ii) Transfer expenses deduction 

iii) Rebate u/s 87A deduction 

iv) Unexhausted basic exemption limit in case of resident 

A. (i), (ii) & (iii) B. (i) & (iii) 

C. (i), (iii) & (iv) D. (i) & (ii) 

  

15. Mr. Baniya entered into an agreement for sale of his house property for ₹45 lakhs and received 

a crossed cheque of ₹5 lakhs. SDV on date of agreement was ₹46 lakhs. SDV on date of registration 

was ₹46,90,000. What will be FVOC for computing capital gain in the hands of Mr. Baniya? 

A. 45,00,000 B. 46,00,000 

C. 46,90,000 D. 40,00,000 

  

16. Gold utensils are ……………and silver utensils are …………   

A. capital asset, capital asset                B. not capital asset, capital asset 

C. capital asset, not capital asset          D. not capital asset, not capital asset 
  

17. Which of the following movable personal asset is not a capital asset? 

A. Jewellery    B. Drawings    C. Any work of Art     D. Car 
  

18. CG charging Section 

A. 44        B. 45         C. 46          D. 47 
  

19. Slump Sale taxable u/s 

A. 50A         B. 50B         C. 50C          D. 50D 
  

20. Exemption under section 54 is available if 

A. Assessee transfers any capital asset irrespective of the fact that asset has been held by him 

for how long 

B. Assessee transfer a residential house irrespective of the fact that it has been held by him 

for how long 

C. Assessee transfer a residential house which was  held by him for more than 36 months 

     D. Assessee transfers an agricultural land which was used for agricultural purpose 
  

 Solutions: 

1. A 2. A 3. A 4. D 5. D 

6. D 7. A 8. B 9. A 10. B 

11. B 12. C 13. C 14. B 15. A 

16. C 17. D 18. B 19. B 20. C 
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               Income from Other Sources           

 

 

 

Case Based MCQs I: 
Mrs. Priyanka is an individual resident in India. She is of 36 years age.  Mrs. Priyanka is fond of 

buying lottery tickets and betting on horse races too. She has also won a contest recently where she 

was awarded a sum of ₹ 10 lakhs. She has earned income from such different sources and is 

unaware as to under which head such income shall be classified. Further, she also earned interest on 

fixed deposit kept with Bank of India. She recently received various gifts on different occasions. You 

are required to assist her regarding the provisions of Income from Other Sources under Income Tax 

Act, 1961 by answering the following questions: 

 

1. Mrs. Priyanka received ₹ 60,000 from her friend on the occasion of her birthday 

A. entire amount of ₹60,000 is taxable        B. ₹ 50,000 is taxable 

C. The entire amount is exempt                  D. ₹ 10,000 is taxable 
  

2. She has received a sum of ₹ 51,000 on 24.10.2020 from relatives on the occasion of her 

marriage: 

A. Entire ₹ 51,000 is chargeable to tax 

B. Only ₹ 1,000 is chargeable to tax 

C. Entire ₹ 51,000 is exempt from tax 

D. Only 50% i.e., ₹ 25,500 is chargeable to tax 
  

3. She has received a sum of ₹ 75,000 on 24.10.2020 from her friend on the occasion of his 

marriage anniversary: 

A. 

B.  

Entire ₹ 75,000 is chargeable to tax 

Entire ₹ 75,000 is exempt from tax 

C. Only ₹ 25,000 is chargeable to tax 

D. Only 50% i.e., ₹ 37,500 is chargeable to tax 
  

4. Priyanka reports the following transactions to you: 

a) Received cash gifts on the occasion of her marriage on 18-7-2020 of ₹ 1,20,000. It 

includes gift of ₹ 20,000 received from non-relatives. 

b) On 1-8-2020, being her birthday, she received a gift by means of cheque from her 

mother's maternal uncle, the amount being ₹ 40,000. 

c) On 1-12-2020 she acquired a vacant site from her friend for ₹ 1,05,000. The State 

stamp valuation authority fixed the value of site at ₹ 1,80,000 for stamp duty purpose. 

d) She bought 100 equity shares of a listed company from another friend for ₹ 60,000. The 

value of share in the stock exchange on the date of purchase was ₹ 1,15,000. 
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Determine the amounts chargeable to tax in the hands of Mrs. Priyanka for the A.Y. 2021-

22. 

 

5. Any income from game involving gambling, betting is known as ….. & taxable @ 

A. normal income, slab rate                       B. normal income, 30% 

C. casual income, 30%                              D. Other income  
  

Solution: 

1. A 2. C 3. A 4. 1,30,000 5. C 

 

Case Based MCQs II: 
ABC Ltd. is an Indian Company engaged in the manufacturing of steel. It is one of the leading 

manufacturers of steel in India with a turnover of ₹100 crores in PY 2020-21 and has a large 

shareholder base. It also engages in further processing of such steel into utensils which are sold at 

affordable rates to poor households in India. It is known for its charitable activities as well and 

therefore holds a good reputation in the market. It holds 27% in Tom & Jerry Ltd. (foreign 

company). ABC Ltd. is a wholly owned subsidiary of PQR Ltd. ABC ltd. has appointed you as the 

financial advisor and therefore seeks for your advice on the following regarding the provisions of 

IFOS under Income Tax Act, 1961: 

 

1. ABC Ltd. received dividend of ₹49,000 from Tom & Jerry Ltd. and incurred ₹10,000 as 

interest paid for investment in shares. Dividend income taxable is _____ 

A. 49,000 B. 39,200 

C. 13,230 D. 10,530 

  

2. ABC Ltd. received shares of VJ Ltd. from PQR Ltd. without consideration. FMV of shares on 

date of transfer is ₹5,00,000. How much income is taxable u/s 56(2)(x)? 

A. 4,50,000 B. Nil 

C. 5,00,000 D. 3,00,000 

  

3. What among the following will be treated as deemed dividend u/s 2(22)(b)? 

A. Distribution of debentures, deposit certificate to equity shareholders and preference 

shareholders and bonus shares to preference shareholders. 

B. Distribution of debentures, deposit certificate and bonus shares to both equity and 

preference shareholders. 

C. Distribution of debentures, deposit certificate to preference shareholders and bonus shares 

to equity shareholders. 

D. Distribution of debentures, deposit certificate to equity shareholders and bonus shares to 

preference shareholders. 

 

4. If ABC Ltd. were to distribute dividend on or after 1.4.2020. Is it liable to pay Dividend 

Distribution Tax u/s 115O on such dividend declared? 
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A. Will be liable B. Not liable 

  

5. If ABC Ltd. distributes dividend to its shareholders and on the other hand receives dividend 

from VJ Ltd., a domestic company, then can ABC Ltd. claim deduction of such dividend 

income received and upto what extent? 

A. No deduction available B. Yes, upto the extent of dividend received 

by ABC ltd. 

C. Yes, upto the extent of dividend distributed 

by ABC Ltd. 

 

  

Solutions: 

1. B 2. B 3. A 4. B 5. C 

 

Other General MCQs: 
1. Where a specified movable property is acquires during the previous year and its market value 

exceeds the purchase price by more than ₹ 50,000 such excess amount shall be taxable in 

the hands of: 

A. All assessee                                       B. All assessee other than company 

C. Individual or HUF only  
  

2. Gift, whether in cash or kind, received by an individual on the occasion of his/ her marriage 

shall be: 

A. Fully exempt even if it exceeds ₹ 50,000 

B. Fully taxable if it exceeds ₹ 50,000 

C. Exempt upto ₹ 50,000 and balance taxable 

  

3. Gift exceeds ₹ 50,000 received by HUF from his relative of the member of HUF shall be: 

A. Fully exempt    B. Fully taxable     C. Taxable to the extent it exceeds ₹ 50,000 
  

4. Gift exceeding ₹ 50,000 received by an individual from his relative R shall be: 

A. Fully exempt    B. Fully taxable     C. Taxable to the extent it exceeds ₹ 50,000 
  

5. Gift of immovable property or specified movable property received by an individual from 

unrelated person or HUF shall be: 

A. Fully exempt whether the value of such gift is less than or more than ₹50,000 

B. Fully taxable 

C. Fully taxable if the value of such gift exceeds ₹ 50,000 

  

6. Mr. Yash has received following three gifts from his three friends. His income shall be 

a) ₹ 55,000 in cash 

b) Land with Stamp duty Value ₹ 4L, without consideration 

c) Jewellery with market value ₹ 3,00,000 
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A. 7,55,000      B. 7,00,000        C. 4,55,000         D. 3,55,000 
  

7. Mr.  Kashyap has acquired a building from his friend on 10.10.2020 for ₹ 15,00,000. The 

stamp duty value of the building on the date of purchase is ₹16,90,000. Income chargeable 

to tax in the hands of Mr. Kashyap is: 

A. ₹70,000       B. ₹50,000        C. ₹1,90,000         D. ₹20,000 
  

8. Mrs. Deepika receives the following gifts during PY 2020-21: 

• On occasion of marriage of Deepika, she gets ₹2,90,000 as gift on 02.04.2020 

• On 20.09.2020, she gets a gift of ₹7,00,000 from her grandmother 

• On 30.12.2020, she gets by way of gift a commercial flat from the elder brother of her 

father-in-law (Stamp duty value ₹25,00,000) 

• On 20.1.2021, she gets wrist watch by gift from her friend, Mrs Alia (FMV ₹1,00,000) 

• On 10.2.2021, she gets by way of gift a plot of land in Pune from a partnership firm. 

The firm has only 2 partners father of Mrs. Deepika and Mr. Ranveer. The stamp duty 

value of the plot is ₹19,00,000. 

Compute the amount chargeable to tax in the hands of Mrs. Deepika under the head Income 

from other sources for AY 21-22: 

A.  ₹44,00,000 B. ₹45,00,000 

C. ₹52,00,000 D. ₹54,90,000 

  

9. Mr. Gujral is employed at Infosys Ltd. Compensation received in connection with termination 

of his employment paid by TCS. Such receipt is taxable under which head? 

A. Capital Gain B. Income from other source 

C. Salary D. Income from house property 

  

10.  Mrs. Y received interest on enhanced compensation of 5,00,000. She incurred expenditure 

of legal fees of 50,000. Income chargeable in hands of Mrs. Y will be: 

A. 4,50,000 B. 5,00,000 

C. 2,50,000 D. Fully exempt 

  

11. Ms. Meena, an employee of hotel company received tips distributed by employer as received 

from customers. These tips are taxable in the hands of Ms. Meena under which of the 

following heads: 

A. Exempt income B. Income from other source 

C. Salary D. PGBP 

 

STATE WHETHER TRUE OR FALSE : 

12. Family pension is taxable as income from other sources. 

 

13. Income by way of winnings from lotteries in the hands of a dealer as a regular business 

activity is not chargeable to tax under the head 'profits and gains of business or profession. 
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14. Income from vacant plot of land is taxable under the head 'income from other sources'. 

 

15. Gift from an unrelated person is tax-free upto ₹ 50,000. 

 

16. Marriage gift from a non-relative is not chargeable to tax. 

 

SOLUTION: 

1. C 2. A 3. A 4. A 5. C 

6. A 7. C 8.  A 9. B  

10.  C 11. B 12. True 13. False 14. True 

15. True 16. True    
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Set Off & Carry Forward           

 

 

 

Case Based MCQs I: 
Mr. Atif has is a businessman running a chain of restaurants across India. He is an individual 

resident in India. Due to the pandemic and certain other reasons such as loss of customers, he 

incurred few losses in PY 20-21. He incurred a business loss of ₹ 100 lakhs and long-term capital 

loss from sale of listed shares in recognized stock exchange where STT is paid at the time of 

acquisition and sale of such shares. He also incurred a short-term capital loss of ₹ 10,000 on sale 

of shares through the National Stock Exchange. He wants to know whether such losses can be set 

off as per the provisions of Income Tax Act, 1961. He seeks for your advice regarding the 

provisions of set off. Advise Mr. Atif on the following by answering the questions given below: 

1. The long-term capital loss incurred in the given case: 

A. can be set-off only against long-term capital gains 

B. can be set-off against both short-term capital gains and long-term capital gains 

C. can be set-off against any head of income 

D. is not allowed to be set-off 
  

2. The short-term capital loss in the given case: 

A. can be set-off only against short-term capital gains 

B. can be set-off against both short-term capital gains and long-term capital gains 

C. Can be set-off against any head of income 

D. is not allowed to be set-off 
  

3. Business loss of current year cannot be set-off against: 

A. Any income other than business income                               B. LTCG 

C. Either long-term capital gain or short-term capital gain         D. Salary income 

  

4. Brought forward loss from house property can be set off:  

A. Against any head of income to the extent of ₹ 2,00,000 

B. Against income from house property to the extent of ₹ 2,00,000 

C. Against income from house property without any limit 

D. Against any head of income without any limit 

  

5. Short-term capital loss can be set-off from: 

A. STCG               B. LTCG           C. Both           D. None 
  

Solutions: 

1. A 2. B 3. D 4. B 5. C 
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Case Based MCQs II: 
Ms. Asha is running a business of women’s apparels under the brand name Lifestyle. She has been 

running this business for 10 years now with a turnover of ₹50 Crores in PY 2020-21. Her motive 

is to make a significant contribution to the fashion industry by upgrading her designs every year 

and making them available to women at affordable rates. Her brand is known for its quality and 

huge variety of designs. She has been incurring a few losses for several years now due to the fall in 

number of customers and increasing competition with foreign brands. She also wants to know if she 

is required to file her return of income to carry forward such losses. She seeks your advice regarding 

the provisions of carry forward under the Income Tax Act,1961 which can help her carry forward 

the losses which she was not able to set-off this year. In light of the given case, answer the following 

questions: 

 

1. During the P.Y. 2020-21, Ms. Asha has following income and brought forward losses 

Short term capital gains on sale of shares ₹1,50,000 

Long term capital loss of A.Y. 2019-20 ₹ (96,000) 

Short term capital loss of A.Y. 2020-21 ₹ (37,000) 

What is the capital gain taxable in the hands of Mr. C and how much loss can be carried 

forward for the A.Y. 2021-22? 

A. 1,13,000; Nil     B. 17,000; Nil      C. 1,13,000; 96,000    D. 54,000; 37,000 
  

2. During the P.Y. 2020-21, Ms. Asha has following income and brought forward losses 

Long term capital gain                      ₹ 1,75,000 

Long term capital loss of A.Y. 2019-20    ₹   (96,000) 

Short term capital loss of A.Y. 2019-20    ₹   (37,000) 

What is the capital gain taxable in the hands of Mr. C and how much loss can be carried 

forward for the A.Y. 2021-22? 

A. 79,000; 37,000     B. 1,38,000; 96,000      C. 42,000; nil    D. nil; nil 
  

3. No loss can be carried forward unless the return of loss is furnished on or before the due 

date mention under section 139 (1)  

A. True B. False 

  

4. According to section 80, no loss which has not been determined in pursuance of a return 

field in accordance with provisions of section 139(3), shall be carried forward. The 

exceptions are 

A. Only loss under the head “Capital Gains” under section 74 

B. Loss under the head “Capital Gains” and unabsorbed depreciation carried forward under 

section 32(2) 

C. Loss from house property & unabsorbed depreciation carried forward u/s 32(2) 

D. None of the above 

  

5. Long term capital loss can be set off in the same assessment year only from ____ 
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6. Where any unabsorbed depreciation is to be carried forward to claim it set off in the 

subsequent AY, effect shall first be given to brought forward ______ 

 

7. Speculation loss can be carried forward for a maximum of _____ AYs 

 

8. A short -term capital loss can be set off from any other head of income in the same 

assessment 

A. True B. False 

  

9. If an assessee has incurred any loss under any head of income in a particular assessment year 

it can be set off from any other head of income in the same assessment year 

A. True B. False 

  

10. Brought forward house property loss can only be set off from income under the head house 

property in the subsequent year 

A. True B. False 

  

11. Loss can be set off only by assessee who has incurred the loss 

A. True B. False 

  

12. Akshay Pvt. Ltd. is a closely held Indian company. It is a subsidiary of a foreign company 

Apple Inc. which had already issued 5,00,000 shares to its shareholders. During PY 19-20, 

it incurred a loss of ₹10 crores which couldn’t be set off and hence, was carried forward. 

Further, there was also unabsorbed depreciation of ₹1 crore. During PY 20-21, Apple Inc. 

amalgamated with Zed Inc. and persons holding 2,45,000 shares of Apple Inc. became thr 

shareholders of Zed Inc. Determine whether the brought forward loss of ₹10 crores and 

unabsorbed depreciation of ₹ 1 crore can be set off by Akshay Pvt. Ltd. during PY 2020-21: 

A. Loss cannot be set off but unabsorbed 

depreciation can be set off 

B. Loss can be set off but unabsorbed 

depreciation cannot be set off 

C. Both loss and unabsorbed depreciation can 

be set off 

D. Both loss and unabsorbed depreciation 

cannot be set off  

  

13. In FY 2020-21, Anushka earned PGBP ₹2,50,000; CG ₹1,50,000; HP loss ₹ (3,50,000). 

Losses to be carried forward in next FY will be: 

A. 1,50,000     B. Nil      C. 3,50,000    D. 2,00,000 
  

14. If there is a loss in business which is discontinued due to flood and such business is re-

established by assessee within _____ years, then loss attributable shall be allowed to set off 

against profits and gains: 

A. 2                   B. 3                            C. 4                        D. 5 
  

15. Loss under head Salary can be set off from income under head 
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A. Capital Gain   B. PGBP   C. House Property   D. Loss not possible under salary 
  

16. Loss under head House property can be set off from income under head 

A. PGBP     B. HP      C. Capital gains    D. Any head 
  

17. Loss under head House property can be c/f for next …… assessment year 

A. 8     B. 4      C. Indefinite    D. 0 
  

18. Loss from owning and maintenance of race horses can be c/f for next …… assessment year 

A. 8     B. 4      C. Indefinite    D. 0 
  

19. Long term Capital Loss can be carried forward and set off from income from 

A. LTCG      B. STCG       C. LTCG/STCG     D. Any head 

  

20. Long term Capital Loss can be carried forward for 

A. Next 8 AY     B. next 4 AY      C. Indefinite    D. can’t c/f 
  

21. Short term Capital Loss can be set off from income from 

A. LTCG      B. STCG       C. LTCG/STCG     D. Any head 
  

22. Short term Capital Loss can be carried forward for 

A. Next 8 AY     B. next 4 AY      C. Indefinite    D. can’t c/f 

  

23. Loss from other sources can be carried forward for 

A. Next 8 AY     B. next 4 AY      C. Indefinite    D. can’t c/f 

  

Solutions: 

1. C 2. C 3. A 4. C 5. LTCG 

6. Business loss 7. 4  8. False 9. False 10. True  

11. False  12. A 13. A 14. B 15. D 

16. D 17. A 18. B 19. A 20. A 

21. C 22. A 23. A   
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