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                  Basics Of Income TAX 

 

 

 

 

Case Based MCQ 1:  
Asian Paints Limited, is an Indian multinational paint company headquartered in Mumbai, 

Maharashtra The company is engaged in the business of manufacturing, selling and distribution of 

paints, coatings, products related to home decor, bath fittings and providing of related services. on 

a survey in India, on average 6 house out of 10 uses Asian paints.  As of 2015, it has the largest 

market share with 54.1% in the Indian paint industry. The company posted a net profit of 

₹2,211.91 crore for 2018-19, in light of following details solve the following for the AY 21-22: 

1. A domestic company means 

A. Only an Indian company 

B. Both Indian & Foreign Co having branch in India 

C. Both Indian company and a foreign company having business connection in India 

D. Both Indian & Foreign Co which has made the prescribed arrangement for declaration & 

payment of dividends in India out of the income chargeable to tax in India 

  
2. The rates of Income Tax are mentioned in 

A. The Income-tax Act, 1961 only 

B. Both Income-tax Act, 1961 and Income-tax Rules, 1962 

C. The First Schedule to the Annual Finance Act 

D. Both Income-tax Act, 1961 and the First Schedule to the Annual Finance Act 

  
3. The Surcharge applicable in the case of Asian Paints is: 

A. 7% of tax payable if total income exceeds ₹50L but does not exceed ₹1 crore 

B. 2% of tax payable if total income exceeds ₹1 crore 

C. 7% of tax payable if total income exceeds ₹1 crore upto ₹10 crore & 12% if total income 

exceeds ₹10 crores. 

D. Both (a) and (c), as the case may be 

  
4. In respect of Non-Resident Assessee shareholder, who is of the age of 60 years or more, but 

less than 80 years at any time during the PY 20-21: 

A. Basic exemption of ₹ 2,50,000 is available 

B. Basic exemption of ₹. 3,00,000 is available 

C. Basic exemption of ₹. 5,00,000 is available 

D. No basic exemption limit would be available 
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5. In case of Above Co whose Turnover in PY 18-19 is ₹5511 cr., the rate of tax applicable 

will be 

A. 29%       B. 25%        C. 30%          D. None of above 

  
Solution: 

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

 

Case Based MCQ 2:  
Dr. Vijay Kedia is an Indian investor trader based out of Mumbai. Kedia and his company - Kedia 

Securities Pvt. Ltd., are the largest shareholder (after the promoter) in several listed 

companies Kedia was a keynote speaker at IIM Ahmedabad & IIM Bangalore. In 2016 Vijay Kedia 

was conferred with a Doctorate degree for Excellence in The Field of Management. Kedia strictly 

adheres to SMILE as a principle in investing; which translates into Small in size, Medium in 

experience, Large in aspiration and Extra-large in market potential. He ask you for the following:  

 

1. A newly set up business coming into existence, the first PY will commence from: 

A. Date of set up of business             B. 1st April of PY 

C. Any date after set up of Business   D. One day before date of set up of business 

  
2. Rebate under section 87A is allowed to: 

A. resident individual                            B. any individual (resident or non-resident) 

C. resident individual and HUF                D. all assessee 

  
3. All assessee are required to follow: 

A. Uniform previous year which must be calendar year only 

B. Uniform previous year which must be financial year only 

C. Any period of 12 months 

  

4. A person follows Calendar year for accounting. For taxation, he has to follow: 

A. Calendar year only - 1st January to 31st December 

B. Financial year only - 1st April to 31st March 

C. Any of the Calendar year or Financial year as per his choice 

D. He will have to follow extended year from 1st January to next 31st March (period of 15 

months) 

  
5. Calculate the amount of rebate u/s 87A in case of non-resident individual having total 

income of ₹3,00,000 

A. ₹3,000    B. ₹1,500    C. ₹2,500    D. nil 

  
Solution: 

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

5. D    
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Other general MCQs: 
1. Education Cess of 4% is payable on: 

A. Income Tax                         B. Income Tax + Surcharge, if any 

C. Surcharge                           D. Not payable by any assessee  
  

2. The circulars issued by CBDT are binding on 

A. Assessee                            B. Income Tax authorities i.e., Assessing Officers 

C. Both of the above                D. None of the above 

  
3. Decision passed by Supreme Court is binding on 

A. All courts & tribunal            B. Income Tax Authorities 

C. Assessee                            D. All of the above 

  
4. The amount of HEC to be collected along with income tax for the AY 21-22 is 

A. 2%    B. 1%    C. 4%    D. Nil  
  

5. The rate of tax for Limited Liability Partnership is- 

A. Normal slab rates    B. 25%    C. 40%    D. 30% 

  
6. The FA’20 amendments have the following objectives- 

A. 

D.  

Preventing tax abuse    B. Tax incentives   C. To provide tax certainty   

All of the above    

  
7. Rebate u/s 87A is allowed only on fulfillment of which condition 

i) Assessee should be resident individual 

ii) The income of assessee is upto ₹. 5,00,000  

iii) All assessee 

A. (i) and (ii)    B. only (ii)    C. (ii) and (iii)    D. (iii) 

  
8. Income Tax Act Applies to 

A. Whole of India & Foreign            B. Whole of India except J&K 

C. Whole of India                          D. None 

  
9. Income Tax is covered under entry no.____ to Union List 

A. 83    B. 84    C. 82    D. 85 

  
10. Agriculture Income can also be Taxed under entry no.82 to union list 

A. True    B. False    C. None 

  
11. Power to levy tax on agriculture income rest with 

A. CG    B. SG    C. Both    D. None 
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12. Power to levy Tax on agriculture Income is given in entry no__ of state list 

A. 46    B. 47    C. 48    D. 49 

  
13. CBDT stands for ______. 

14. Finances bill becomes the Finance Act when it is passed by: 

A. The Lok Sabha 

B. Both the Lok Sabha and Rajya Sabha 

C. Both the houses of the Parliament and given the assent of the President 

D. Both the houses of the Parliament and given the assent of the Prime Minister /Finance 

Minister. 

  
15. Part I of schedule I of the Finance Act ,2020 has given rates of income tax for the 

assessment year 

A. 2021-22    B. 2020-21    C. 2019-20      
  

16. A.O.P should consist of 

A. individuals only                           B. person other than individuals only 

C. both the above 

  
17. B.O.I. should consist of 

A. individuals only                           B. person other than individuals only 

C. both the above 

  
Solutions: 

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

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

11. B 12. A 13. Central Board 

of Direct Taxes 

14. C 15. A 

16. C 17. A    
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Return of Income         

 

 

 

Case Based MCQs I: 
Akash, an individual resident in India, who is 32 years old, has earned income from various sources. 

He is an engineer by profession. As he belongs to a non-commerce background, he is unaware of the 

various provisions of Income Tax Act, 1961, applicable to him w.r.t. filing of return of income and 

the benefits available to him on such filing. Assuming you are a Chartered Accountant, he seeks for 

your advice regarding the same. Answer the following questions to help Akash understand the 

provisions of Sec 139.   

 

1. Akash has long-term capital gains on transfer of equity shares of ₹ 25,000 which is exempt 

under section 112A and deduction of ₹ 80,000 under section 80C. He has to file a return of 

income for A.Y.2021-22, only if his total income exceeds - 

A. ₹ 2,50,000    B. ₹ 1,45,000    C. ₹ 1,50,000    D. ₹ 1,70,000 

  

2. An individual or HUF having income U/H profits or gain from Business & profession is required 

to file the return in:  

A.  Form ITR 6   B. Form ITR 4   C. Form ITR 5     D.  Form ITR 7 

  

3. The assessee could not file his return of income for previous year 2020-21 within the time 

allowed as per section 139(1). No assessment has so far been made. The assessee in this case can file 

his return of income till: 

A.  31.3.2021                B. 31.3.2022              C. 31.3.2023    

  

4. Akash finds some mistake in the return of income submitted by him on 5.6.2021 for assessment 

year 2021-22. He wishes to revise such return. No assessment has been done in this case. Akash 

can revise such return till: 

A.  31.3.2021        B. 31.3.2022          C. 31.3.2023    

  

5. Belated return can be filed before the end of the relevant assessment year. 

A.  True                              B. False    

  

Solutions: 

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

 

Case Based MCQs II: 
Bharti Airtel Limited is a leading global telecommunications company with operations in 18 

countries across Asia and Africa. Headquartered in New Delhi, India, the company ranks amongst 
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the top 3 mobile service providers globally in terms of subscribers. In India, the company's product 

offerings include 2G, 3G and 4G wireless services, mobile commerce, fixed line services, high speed 

home broadband, DTH, enterprise services including national & international long-distance services 

to carriers. In the rest of the geographies, it offers 2G, 3G, 4G wireless services and mobile 

commerce. It has earned income from various sources in AY 2021-22 and also wants to carry 

forward losses. It wants to understand the provisions regarding the due date of filing of return and 

certain other provisions w.r.t. return of income under the Income Tax Act, 1961. In light of the 

above case, answer the following: 

 

1. Every person being a company 

A. shall not file return             B. may not file return 

C. shall file return                  D. may file return 

  

2. A company not liable to TP report u/s 92E shall file its return of income by 

A. 31st October of assessment year         B. 30th November of assessment year 

C. 30th November of previous year         D. 30th November of previous year 

  

3. As per section 139(1), a company shall have to file return of income : 

A. when its total income exceeds ₹ 1,80,000 

B. when its total income exceeds the maximum amount which is not chargeable to income tax 

C. in all cases irrespective of any income or loss earned by it 

  

4. A return of NR company shall be signed by 

A. person holding valid power of attorney from such company               B.MD 

C. All of the above                                                                       D. None  

  

Solutions: 

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

 

Other general MCQs: 
1. Mr. X has a total income of ₹ 7 lakhs for A.Y. 2021-22. He files his return of income for A.Y. 

2021-22 on 13th January, 2022. He is liable to pay fee of- 

A. ₹ 1,000 under section 234F                   B. ₹ 5,000 under section 234F 

C. ₹ 10,000 under section 234F                 D. Not liable to pay any fee 

  

2. Mr. Y has a total income of ₹ 4,50,000 for A.Y. 2021-22. He furnishes his return of income for 

A.Y. 2021-22 on 2nd December, 2021.He is liable to pay fee of- 

A. ₹ 1,000 under section 234F            B. ₹ 5,000 under section 234F 

C. ₹ 10,000 under section 234F          D. Not liable to pay any fee 

  

3. Mr. Z, a salaried individual, has a total income of ₹ 8 lakhs for A.Y. 2021-22. He furnishes his 

return of income for A.Y. 2021-22 on 28th August, 2021. He is liable to pay fee of- 
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A. ₹ 1,000 under section 234F                B. ₹ 5,000 under section 234F 

C. ₹ 10,000 under section 234F              D. Not liable to pay any fee 

  

4. A women who is a non- resident in India and less than 65 years of age shall have to file the 

return of income if her total income exceeds: 

A. ₹ 1,90,000 before allowing deduction under section 80 C to 80 U and section 10A, 10B, 

and 10BA 

B. ₹ 2,50,000 before allowing deduction under section 80C to 80 U and section 10 A, 10B, 

10 BA 

  

5. As per section 139 (1), a person other than a company or a firm shall have to file a return of 

income of: 

A. his total income exceeds ₹ 1,80,000 

B. his total income exceeds the maximum amount which is not chargeable to tax 

C. his total income inclusive of deduction under Chapter VI and section 10A, 10B and 10BA 

exceeds the maximum amount which is not chargeable income tax 

D.  in all cases irrespective of any income or loss 

  

6. The total income of a trust before claiming exemption u/s 11 is ₹ 2,80,000. It is eligible for 

exemption u/s 11 to the extent of ₹ 1,00,000. Such trust shall:  

A. have to file a return of income 

B. not be required to file return of income as its taxable income is ₹ 1,80,000 

  

7. A dies on 15.11.2020 and his total income till 15.11.2020 was ₹ 1,90,000. Thereafter the 

business of A was inherited by his son R and his total income from such business was ₹ 1,75,000. 

The son does not have any income. In this case the son: 

A. has to file a consolidated return of income amounting to ₹ 3,65,000 

B. has to file two return of income, one on behalf of his father for ₹ 1,90,000 & other in his 

own capacity for ₹ 1,75,000. 

C. has to file one return of income on behalf of his father for ₹ 3,65,000 

D.  has to file only one return of income on behalf of his father for ₹ 1,90,000 

  

8. For the previous year assessee has suffered a business loss of ₹ 2,50,000. His income from other 

sources is ₹ 1,80,000. His due date of return was 31.7.2021 but he submitted the return on 

9.9.2021, the assessee in this case: 

A. shall be allowed to carry forward the loss of ₹ 70,000 

B. shall not allowed to carry forward any loss 

C. shall be allowed to set off current year business loss to the extent of ₹ 1,80,000 but shall 

not be allowed to carry forward the balance loss of ₹ 70,000 

D.  shall not allowed to set off the business loss to the extent of ₹ 1,80,000 & would be liable 

to tax on ₹ 1,80,000 
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9. For the previous year, the assessee incurred loss under the head, income from house property 

amounting to ₹ 1,20,000. His other income for the same previous year is ₹ 50,000. His due date of 

return was 31.7.2021 but he submitted the return on 9.9.2021. In this case the assessee: 

A. shall be allowed to carry forward the loss of ₹ 70,000 

B. shall not be allowed to carry forward the loss of ₹ 70,000 

  

10. For the previous year, the business income of the assessee. before providing current year 

depreciation of ₹ 3,00,000, was ₹ 2,40,000. His due date for furnishing the return of income was 

30.10.2021 but he submitted the return on 15.12.2020. In this case, the assessee shall: 

A. be allowed to carry forward unabsorbed depreciation of ₹ 60,000 

B. not be allowed to carry forward unabsorbed depreciation of ₹ 60,000 

  

11. The assessee in response to a notice u/s 142(1) submitted a return of loss of ₹ 1,10,000 within 

the time allowed in the said notice. In this case the assessee: 

A. Shall be allowed to carry forward such loss as the return is filed within the time allowed  

B. shall not be allowed to carry forward such loss 

  

12. M/s. APK Interiors, a partnership firm (Resident) having income from business ₹ 13,50,000 

(not opted for section 44AD) and income from other sources ₹ 12,000 wants to file income tax 

return. Suggest the ITR form from following: 

A.  ITR 3        B. ITR 4 Sugam          C. ITR 5    

  

 13. Where the Assessing Officer, as per section 142(2A), has asked the assessee to get his account 

audited, the audit report should be submitted within maximum period (including extent time of): 

A. 120 days from the date of direction of audit by the Assessing Officer 

B. 180 days from the date of direction of audit by the Assessing Officer 

C. 180 days from the date of which the direction for the audit were received by the assessee 

  

14. The notice under section 143(2) must be served within: 

A. 12 months from the date of filling of return 

B. 12 months from the date of filling of return u/s 139(1) or from the date of filling or 

return of income 

C. 6 months from the end of the financial year in which the return was furnished 

D.  6 months from the end of the month in which the return was furnished 

  

15. Intimation u/s 143(1) cannot be sent after the expiry of : 

A. 4 years from the end of the month in which return of time was furnished 

B. 2 years from the end of the month in which return of time was furnished 

C. 2 years from the end of the assessment year in which the income was so assessable 

D.  1 year from the end of financial year in which the return is made 
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16. VJ Ltd. filed its return of income for AY 2019-20 on 30th September, 2019. The return is 

selected for regular assessment under section 143(3). The time limit for service of notice u/s 

143(2) in this case is: 

A. 31.3.2020 B. 30.6.2020 

C. 30.9.2020 D. 31.3.2021 

 

Solutions: 

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

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

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

16. C     
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ASSESSMENT PROCEDURES               

 

 

 

Case Based MCQs I: 
An Individual officer of Income-tax department who is entrusted with the task of assessment is 

called as ‘Assessing Officer (AO)’ An AO is an income tax officer who has jurisdiction to make an 

assessment of a taxpayer (assessee) who is liable to tax under the Act. Various powers are exercisable 

by the Assessing Officer under section 142(1) and section 143(2). With reference to this 

paragraph, answer the following: 

 

1. Under section 142(1), the purpose of notice is: 

A. For filing a return of income B. To produce various other information such as 

books of account, documents etc. 

C. For making scrutiny assessment u/s 143(3) D. Both A and B  

  

2. Under section 143(2), the purpose of notice is: 

A. For filing a return of income B. To produce various other information such as 

books of account, documents etc. 

C. For making scrutiny assessment u/s 143(3) D. Both A and B  

  

3. What is the time limit for issue of notice u/s 142(1)? 

A. Before the expiry of six months from the end 

of Financial Year in which the return is 

furnished 

B. No time limit 

C. Before the expiry of three months from the 

end of Financial Year in which the return is 

furnished 

 

  

4. What is the time limit for issue of notice u/s 143(2)? 

A. Before the expiry of six months from the end 

of Financial Year in which the return is 

furnished 

B. No time limit 

C. Before the expiry of three months from the 

end of Financial Year in which the return is 

furnished 

 

  

5. Number of years for which books of account can be called or demanded u/s 142(1) is: 

A. Four years prior to the previous year B. Two years prior to the previous year 

C. Three years prior to the previous year D. None of the above 
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6. Number of years for which books of account can be called or demanded u/s 143(2) is: 

A. Four years prior to the previous year B. Two years prior to the previous year 

C. Maximum three years prior to the PY D. None of the above 

  

7. Whether notice can be 'issued if assessee has not filed the return of income u/s 142(1) and 

143(2), respectively? 

A. Yes, No B. No, Yes 

  

8. Whether approval of Joint Commissioner is required u/s 142(1) and 143(2), respectively? 

A. Required if assets and liabilities not included 

in accounts are demanded under both sections 

B. No such approvals required under both 

C. Required if assets and liabilities not included 

in accounts are demanded; no such approval 

required 

 

  

Solutions: 

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

6. C 7. A 8. C   

 

Case based MCQs II: 
During October 2020, a search was conducted under section 132 in the business premises of Mr. Q. 

At that time, the following assessments of Mr. A were pending before the Assessing Officer: 

Assessment under section 143(3) for A.Y. 2019-20 and A.Y. 2020-21; and reassessment 

proceeding under section 147 for A.Y. 2017-18. Based on the above facts, you are required to 

answer the following: 

 

1. In respect of which assessment years can notice be issued for making post-search assessment? 

A. AY 2015-16 to AY 2019-20 B. AY 2015-16 to AY 2020-21 

C. AY 2013-14 to AY 2019-20 D. None of the above 

  

2. Notice u/s 153A can also be issued for AY 2011-12 to AY 2014-15 if income exceeds: 

A. ₹ 50 lakhs B. ₹100 lakhs 

C. ₹ 25 lakhs D. None of the above 

  

3. State the consequence, if the post-search, assessment orders are annulled by the Income Tax 

Appellate Tribunal. 

A. Abated assessments shall revive B. No effect 

C. Re-assessments shall revive D. Abated assessments and re-assessments shall 

revive 

  

4. The revival mentioned in question 3 shall take place from the date _____________ 
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Solutions: 

1. B 2. A 3. D 4. the order of ITAT is received by 

the Commissioner 

 

Other general MCQs: 
1. Books of accounts seized u/s 132 for search and seizure case should be returned within- 

A. 30 days from date of order of assessment u/s 153A 

B. 30 days from date of service of order u/s 153A 

C. 15 days from date of service of order u/s 153A 

D. 15 days from date of order of assessment u/s 153A 

 

2. During search and seizure u/s 132, rebuttable presumption is- 

A. BOA and assets found in possession of any person belongs to such person 

B. Contents of such BOA are true 

C. Signature of BOA and other documents are in handwriting of persons who can reasonably be 

assumed to have signed or written the BOA 

D. All of the above 

 

3. In the course of search operations u/s 132 in the month of May, 2021, Mr. Aditya makes a 

declaration u/s 132(4) on the earning of income not disclosed in respect of PY 2020-21. He also 

explains the manner in which he has derived such income and he pays the tax together with 

interest on such income and declares such income in the return of income filed by him in the month 

of July, 2021. Is penalty leviable in this case? 

A. No penalty is attracted since Mr. Aditya has voluntarily made a declaration u/s 132(4) 

B. Penalty @ 10% of undisclosed income would be attracted even if Mr. Aditya has voluntarily 

made a declaration u/s 132(4) 

C. Penalty @ 30% of undisclosed income would be attracted even if Mr. Aditya has voluntarily 

made a declaration u/s 132(4) 

D. Penalty @ 60% of undisclosed income would be attracted even if Mr. Aditya has voluntarily 

made a declaration u/s 132(4) 

 

4. On receipt of application for release of assets and explanation of nature and source of acquisition 

of seized asset, seized asset should be released within- 

A. 30 days from date on which last authorisation for search was executed 

B. 60 days from date on which last authorisation for search was executed 

C. 90 days from date on which last authorisation for search was executed 

D. 120 days from date on which last authorisation for search was executed 

 

5. AY 2021-22 

Due date for filing of return : 31.10.2021 

Return filed on: 

Case I - 31.10.2021 
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Case II - 31.03.2022 

In both the cases above, intimation u/s 143(1) can be sent upto: 

A. 31.03.2023 B. 31.03.2022 

C. 31.03.2021  

  

6. For Assessment Year 2021-22, ROI was filed on: 

(i) 30.9.2021 

(ii) 31.3.2022 

In both cases, notice under section 143(2) i.e., for scrutiny assessment can be served upto: 

A. 31.10.2022 B. 31.10.2023 

C. 30.09.2022  

  

7. For Assessment Year 2016-17, the Assessing Officer issued a notice under section 148 on 

01.01.2021 to assess the income under the head "Profits and gains of business or profession". In the 

course of proceedings under section 147, he finds that Income under the head Capital Gains of ₹ 

2,00,000 has also escaped assessment for Assessment Year 2016-17. Whether Assessing Officer is 

required to give a fresh notice under section 148? 

A. Fresh notice not required B. Fresh notice is required 

  

8. The regular assessment of MNO Ltd. for the Assessment Year 2018-19 was completed under 

section 143(3) on 13th March, 2020. There was an audit objection by the Revenue Audit team 

that interest on loan should be disallowed partly as there was diversion of borrowed fund to sister 

concern without charge of interest. 

Based on the above facts: 

State whether the Assessing Officer can issue notice under section 148 on the basis/of audit 

objection of the Revenue Audit team. 

A. Cannot issue notice under section 148 on the 

basis of audit party objection 

B. Can issue notice under section 148 on the 

basis of audit party objection 

  

9. For Assessment Year 2011-12, assessment under section 143(3) was made at ₹ 20 lakhs 

against the returned income of ₹3,00,000. The assessee filed an appeal to CIT(A) who confirmed 

the additions. The assessee filed further appeal to ITAT who by an order dated 29.3.2019 cancelled 

the assessment and directed the Assessing Officer to make a fresh assessment. This order was 

received by CIT on 02.04.2019. By what time should the Assessing Officer make a fresh 

assessment? 

A. On or before 31.3.2022 B. On or before 31.3.2021 

C. On or before 31.3.2020  

  

10. For Assessment Year 2016-17, assessment under section 143(3) was made at ₹ 30 lakhs as 

against the returned income of ₹ 6,00,000. The assessee filed a revision application under section 

264 on 25.12.2018 contending that the assessment was made in haste since the assessment was 

getting time-barred. The CIT under section 264 by his order dated 30.06.2019 cancelled the 

assessment and directed the Assessing Officer to make a fresh assessment after giving reasonable 
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opportunity of being heard to the assessee. The said order under section 264 is received by the 

Assessing Officer on 4.7.2019. By what time should the fresh assessment be completed? 

A. Upto 31.3.2022 B. Upto 31.3.2021 

C. Upto 31.3.2020  

  

Solutions: 

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

6. C 7. A 8. A 9. B 10. B 
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       Appeal & Revision        

 

 

 

Case Based MCQs I: 
ITAT is a quasi judicial institution set up in January, 1941 and specializes in dealing with appeals 

under the Direct Taxes Acts. The orders passed by the ITAT are final, an appeal lies to the High 

Court only if a substantial question of law arises for determination. Starting in 1941 with six 

Members constituting three Benches - one each at Delhi, Kolkata (Calcutta) and Mumbai (Bombay), 

the numbers of Benches have progressively increased and presently ITAT has 63 Benches at 27 

different stations covering almost all the cities having a seat of the High Court. ITAT has been 

rendering a yeoman service in administration of justice in the field of Direct Taxes. In light of the 

given passage, answer the following questions: 

 

1. Which of the following orders are appealable to ITAT? 

A. Order of assessment passed by AO with approval of Principal Commissioner as referred to 

in Sec 144BA, where tax consequences have been determined under provisions of Chapter 

X-A relating to General Anti-Avoidance Rules 

B. Order passed by Commissioner (Appeals) 

C. Order passed by Principal Commissioner refusing registration of trust 

D. All of above 

  

2. Appeal to ITAT has to be filed within ________ days from date on which order sought to be 

appealed against is communicated to assessee. 

A. 30       B. 45        C. 60         D. 90 

  

3. Where an appeal is filed to ITAT by Assessing Officer on direction of Commissioner or 

Principal Commissioner, fees to be paid will be ----- 

A. Nil       B. 250        C. 500         D. 1,000 

  

4. ITAT can grant stay of demand (including extension) for a maximum of days  

A. 90 days      B. 180 days        C. 360 days         D. 365 days 

  

5. Appeal to High Court against order of ITAT can be filed within--------from the date on 

which order appealed against is received by assessee  

A. 60 days      B. 90 days        C. 120 days         D. 360 days 

  

Solutions: 

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

 

4 
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Other general MCQs: 
1. Which of the following order is not appealable before Commissioner (Appeal)  

A. Order passed in pursuance of directions of Dispute Resolution Panel 

B. Against Order of Assessment u/s 143(3) 

C. Order made u/s 171 relating to assessment after partition of HUF 

D. An order of assessment or reassessment u/s 153A  

  

2. Which of the following order is appealable before Commissioner (Appeals) 

A. An order of assessment u/s 143(3) 

B. Order made u/s 163 treating the assessee as the agent of non- resident 

C. Order imposing penalty u/s 271B or sec 271BB 

D. An order passed by Assessing Officer u/s 92CD in accordance with advance pricing 

agreement pursuant to a modified return filed in accordance with sec 92CD  

E. All of above 

  

3. As per Sec 263, if the order of Assessing Officer is erroneous and prejudicial to the interest 

of revenue, the same can be revised by  

A. Assessing Officer itself 

B. Commissioner (Appeals) 

C. Principal Commissioner or Commissioners 

D. Cannot be revised 

  

4. When will the order passed by Assessing Officer be considered as deemed to be erroneous 

and prejudicial to the interest of revenue: 

A. When the order is passed without making inquiries or verification 

B. When the order is passed allowing any relief without inquiring into the claim 

C. When the order is not made in accordance with order by CBDT u/s 119 

D. All of above 

  

5. Revisionary order u/s 263 shall be passed by Principal Commissioner or Commissioner within 

--------- from the end of the Financial Year in which order sought to be revised was 

passed: 

A. 1 year     B. 2 years        C. 3 years         D. 4 years 

  

6. If the assessee files application to Principal Commissioner to revise order u/s 264, then 

revisionary order has to be passed within-------- from the end of Financial Year in 

which application is made by assessee for revision 

A. 6 months      B. 1 year        C. 2 years         D. 3 years 

  

7. ---------- is the final fact finding Authority 

A. Supreme Court       B. High Court        C. ITAT         D. Commissioner(A) 
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Solutions: 

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

6. B 7. C    
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Settlement Commission         

 

 

 

1. Who constituted income tax settlement commission-? 

A. Central Government        B. CBDT          C. ITAT          D. respective State Government 

  

2. In case of proceeding for assessment or reassessment u/s 147, deemed date of 

commencement of proceeding is - 

A. date on which notice u/s 148 was issued 

B. date on which notice u/s 148 was served 

C. date on which assessment officer has a reason to believe that some income has escaped 

assessment and notice is required to be issued 

D. date on which order passed u/s 147 

  

3. Assessee has to disclose something for making application u/s 245C i.e., application to 

settlement commission. Which of the following disclosure needs to be made: 

A. Full and true disclosure of income which has not been disclosed 

B. Manner in which such income has been derived 

C. Additional amount of income tax payable on such income 

D. All of above 

  

4. Sec 245C provides that the additional amount of income tax payable on income disclosed in 

application should exceed ___________ for an application to be made before the settlement 

commission in cases where preceding for assessment has commenced due to search- 

A. 10 lakhs        B. 50 lakhs          C. 25 lakhs          D. 1 crore 

  

5. Mr. Rati Kapoor wants to make an application before settlement commission. Additional 

income tax payable disclosed will be ₹ 60,00,000. Before making an application, Rishi paid ₹ 

25,00,000 and ₹ 35,00,000 is still pending to be paid. Will the settlement commission 

accept the application? 

A. Yes        B. No          C. Part Application will be accepted          D. None 

  

6. For making an application to the settlement commission, limit for addition income tax will 

be ₹ __________ lakh for the tax payer who is the subject matter of search and limit of ₹ _______ 

lakh should be applicable to entries related to such a tax payer, who is also the subject 

matter of search- 

A. 50,10        B. 10,50          C. 50,50          D. 10,10 

  

7. A person shall be deemed to have a substantial interest in a business or profession if such 

person is the beneficial owner of shares carrying not less than ________ of voting power - 

5 
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A. 5        B. 10          C. 20          D. 45 

  

8. Mr. Champpak Goyal wants to make an application for previous year 20-21 u/s 245C to 

the settlement commission. Additional undisclosed income shown in application is 

₹65,00,000 for previous year 20-21. Return was filled for previous year 20-21 and 

₹35,00,000 was shown as income in the return and ₹ 8,88,375 was paid in the form of 

tax. Calculate additional income tax payable by Mr. Champpak for submitting this 

application- 

A. 22,98,188        B. 22,05,378          C. 8,88,375          D. 32,17,500 

  

9. State whether true of false- “settlement application made u/s 245(1) cannot be withdrawn 

by applicant.” 

A. True       B. False, can be withdrawn in 30 days 

  

10. State whether true or false “settlement commission has no right to reject the application 

made by applicant.” 

A. True       B. False 

  

11. Settlement commission will pass the final order only after: 

A. examining the records and report of principal commissioner or commissioner 

B. giving an opportunity of being heard to the application and principal commissioner or 

commissioner 

C. examining such further evidence as may be placed before it or obtained by it 

D. All of above 

  

12. Settlement commission with a view to rectifying any mistake apparent from the records 

may amend any order passed by it within a period of ______ months from the end of the 

month in which order was passed  

A. 3        B. 9          C. 6          D. 18 

  

13. In which of the following situation, immunity granted will be withdrawn: 

A. if the person who made the application fails to pay any sum specified in the order of 

settlement commission within the time specified 

B. applicant fails to comply with any other condition subject to which the immunity was 

granted 

C. applicant in the course of settlement proceedings concerned may be tried for the offence 

with respect to which the immunity was granted 

D. All of above 

  

14. On what date it will be treated as abatement of proceeding before the settlement 

commission, where an application is made to settlement commission on or after 01.06.2007 

has been rejected u/s 245D: 

A. date on which application was rejected 
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B. last day of the month in which the application was declared invalid 

C. date in which application was submitted 

D. date on which application was accepted by settlement commission  

  

15. Mr. Goenka made an application to settlement commission on 05/06/20 & it was accepted. 

After this application, how many times can Mr. Goenka make application  

A. 0        B. 1          C. 2          D. 3 

  

16. Mr. Ali made an application to settlement commission on 09/09/20 and it was subsequently 

accepted by settlement commission. Which of the following person cannot make the 

application after Ali made it: 

(i) Ali himself 

(ii) Firm in which Ali is entitled to 25% of profits 

(iii) Private company in which Ali holds 52% of shares 

(iv) HUF in which Ali is a karta 

A. All of the above                      B. (i), (ii) and (iii) 

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

  

Solutions: 

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

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

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

16. C     
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       Advance Ruling        

 

 

 

Case Based MCQs I: 
The scheme of advance rulings was introduced by the Finance Act, 1993. Chapter XIX-B of the 

Income-tax Act, which deals with advance rulings, came into force with effect from 1-6-1993. 

Under the scheme the power of giving advance rulings has been entrusted to an independent 

adjudicatory body. Accordingly, a high level body headed by a retired judge of the Supreme Court 

has been set-up. This is empowered to issue rulings, which are binding both on the Income-tax 

Department and the applicant. The procedure prescribed is simple, inexpensive, expeditious and 

authoritative. Advance Ruling means written opinion or authoritative decision by an Authority 

empowered to render it with regard to the tax consequences of a transaction or proposed 

transaction or an assessment in regard thereto. It has been defined in section 245N(a) of the 

Income-tax Act, 1961 as amended from time-to-time. In light of the given case, answer the 

following: 

 

1. The AAR has to pronounce its ruling within a statutory time limit of _________ from the receipt of 

the application - 

A. 6months     B. 3months      C. 1month       D. None of above 

  

2. Which of the following are the advantages of Advance Ruling - 

A. It brings tax certainty for transactions 

B. It determines Arm’s Length Price of International Transactions 

C. It can be used to create double taxation 

D. None of above 

  

3. Advance Ruling can resolve complex issues arising under ________, where a difference of opinion 

may exist: 

A. Income Tax Act,1961 

B. Double Taxation Avoidance Agreement (DTAA) 

C. Both Income Tax 1961 & DTAA 

D. None of above 

  

4. The rulings of the AAR are binding on the: 

A. The applicant who had sought it, in respect of the transaction in relation to which the 

ruling had been sought 

B. Any person undertaking similar transaction, as one where ruling of AAR was pronounced 

C. All income tax authorities & appellate authorities 

D. All of above 
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5. The rulings of the AAR are binding on the: 

A. The Commissioner and all income tax authorities subordinate to him 

B. Any person undertaking similar transaction, as the transaction, where ruling of AAR was 

pronounced 

C. All income tax authorities & appellate authorities 

D. All of above 

  

Solutions: 

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

 

Other general MCQs: 
1. Which of the following persons cannot apply to the Authority of Advance Ruling: 

A. Non-Resident 

B. A resident on behalf of a non-resident 

C. A public sector undertaking whose case is pending before any Income Tax Authority 

D. A public sector undertaking whose case is pending before High Court 

  

2. On receipt of application, the Authority shall pronounce advance ruling within _____ from the 

receipt of application. 

A. 3 months B. 9 months 

C. 6 months D. 1 year 

  

3. If a resident i.e., Public Sector Undertaking has made an application to the Authority of 

Advance Ruling, referring to any issue which are pending before Income Tax Authority or 

Appellate Tribunal then: 

A. Income Tax Authority or Appellate Tribunal can give decision in such situation 

B. Income Tax Authority or Appellate Tribunal cannot give any decision in such situation till 

issue is pending with AAR 

C. Income Tax Authority or Appellate Tribunal will have the ultimate authority 

D. Depends on the facts and circumstances of each case 

  

4. No chairman the Authority of Advance Ruling, of shall hold the office as such after he has 

attained the age of 

A. 60 years      B. 65 years        C. 67 years          D. 70 years 

  

5. No Vice chairman the Authority of Advance Ruling, of shall hold the office as such after he 

has attained the age of 

A. 60 years      B. 65 years        C. 67 years          D. 70 years 

  

6. State True or False: “If there is any vacancy or any defect in the constitution of the 

Authority of Advance Ruling, any proceeding before, or pronouncement of Advance Ruling 

by the Authority cannot be treated as invalid” 
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A. True                          B. False 

  

7. State whether statement is correct or incorrect: “Application made to the Authority of 

Advance Ruling cannot be withdrawn by the applicant” 

A. Correct                      B. Incorrect 

  

8. The Authority of Advance ruling shall not allow an application where the question raised in 

the application is: 

A. In relation to a transaction which has been undertaken or proposed to be undertaken by a 

non-resident 

B. In relation to a transaction which has been undertaken or proposed to be undertaken by a 

resident with a non-resident, involving question of taxability of such non-resident 

C. In relation to determination of any question of law or fact 

D. In relation to determination of fair market value 

  

9. The Authority of Advance Ruling will pronounce the advance ruling within        

months from the receipt of application 

A. 3     B. 5        C. 6          D. 9 

  

10. The advance ruling shall be binding on: 

i) The assessee 

ii) All the income tax authorities 

iii) Principal Commissioner or commissioner and Income Tax Authorities subordinate to the 

Principal Commissioner or Commissioner who are having jurisdiction over the applicant: 

A. i & ii    B. I & iii        C. ii & iii          D. i 

  

11. Minimum fees for making an application to Authority of Advance Ruling is of ₹ : 

A. 10,000          B. 5,000        C. 2,500          D. 15,000 

  

12. The fees for making an application to the Authority of Advance Ruling where the total value 

transactions does not exceed Rs 100 crores is ₹ : 

A. 10,00,000          B. 7,00,000        C. 5,00,000          D. 2,00,000 

  

13. The fees for making an application to the Authority of Advance Ruling where the total value 

transactions exceed ₹ 100 crores upto ₹ 300 crores is ₹: 

A. 10,00,000          B. 7,00,000        C. 5,00,000          D. 2,00,000 

  

14. The fees for making an application to the Authority of Advance Ruling where the total value 

transactions exceed ₹ 300 crores is ₹: 

A. 10,00,000          B. 7,00,000        C. 5,00,000          D. 2,00,000 
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Solutions: 

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

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

11. A 12. D 13. C 14. A  
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Clubbing         

 

 

 

Case Based MCQs I: 
Mr. Khurana is a resident individual aged 40 years. His wife Mrs. Khurana is 38 years old. They 

have 2 children, one major son named Sanju and one minor daughter named Sanjana. He has a 

total income of ₹ 10 crores in PY 2020-21. Mr. Khurana gifts a sum of ₹ 1,00,000 to his brother’s 

wife Mrs. Kapoor. Mr. Kapoor gifts ₹ 1,00,000 to Mrs. Khurana. From the sum gifted to Mrs. 

Khurana, she invests in a fixed deposit. Sanjana receives a scholarship and she earns income from a 

fixed deposit made out of scholarship. Mr. Khurana transfers income of ₹ 51,000 from rent to 

Sanju without transfer of house property. Mr. Khurana transferred shares of Indian companies to 

his wife. The shares were sold by his wife and earned Capital Gains. In light of the given case, 

answer the following questions: 

 

1. From the sum gifted to Mrs. Khurana, which she invests in a fixed deposit, the income of ₹ 

10,000 earned therefrom will be included in the total income of: 

A. Mr. Khurana    B. Mrs. Khurana    C. Mrs. Kapoor     D. Mr. Kapoor 
  

2. Scholarship received by a minor child is: 

A. to be assessed in the hands of the minor child 

B. to be clubbed with the income of that parent whose total income, before including minor’s 

income, is higher 

C. completely exempt from tax 

D. to be clubbed with the income of father 
  

3. Income of Sanjana from a fixed deposit with a bank, made out of income earned from 

scholarship is: 

A. to be assessed in the hands of the minor child 

B. to be clubbed with the income of that parent whose total income, before including minor’s 

income, is higher 

C. completely exempt from tax 

D. to be clubbed with the income of father 
  

4. Rent of ₹ 51,000 is: 

A. taxable in the hands of the transferor-father 

B. taxable in the hands of his son 

C. taxable in the hands of the that parent whose total income is higher 

D. exempt from tax 
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5. The capital gains earned by Mrs. Khurana shall be clubbed in the hands of Mr. Khurana. Is it 

correct? 

A. Correct   B. Incorrect   C. Clubbing not applicable    D. None of them 
  

Solutions: 

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

 

Other General MCQs: 
1. Income arising to a minor married daughter is 

A. to be assessed in the hands of the minor married daughter 

B. to be clubbed with the income of that parent whose total income, before including minor’s 

income, is higher 

C. completely exempt from tax 

D. to be clubbed with the income of her husband 
  

2. Where a member of a HUF has converted or transferred his self-acquired property for 

inadequate consideration into joint family property, income arising therefrom is: 

A. taxable as the income of the transferor-member 

B. taxable in the hands of the HUF 

C. taxable in the hands of the karta of the HUF 

D. exempt from tax 
  

3. If the converted property is subsequently partitioned among the members of the family, the 

income derived from such converted property as is received by the spouse of the transferor 

will be taxable: 

A. as the income of the karta of the HUF 

B. as the income of the spouse of the transferor 

C. as the income of the HUF 

D. as the income of the transferor-member  
  

4. Exemption of a certain amount (not exceeding the income clubbed) is available under section 

10(32), where a minor’s income is clubbed with the income of the parent. The maximum 

exemption available is: 

A. upto ₹1,500 in respect of each minor child 

B. upto ₹ 1,500 in respect of each minor child maximum of two children 

C. upto ₹ 2,000 in respect of each minor child 

D. upto ₹2000 in respect of each minor child maximum of two children  
  

5. Mr. Mittal has four minor children consisting of three daughters and one son. The annual 

income of all the children for AY 2021-22 were as follows 

Particulars ₹ 

First daughter (Including Scholarship received ₹ 5,000) 10,000 
Second Daughter 8,500 
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Third Daughter (Suffering from disability specified U/s 80U)  4,500 

Son 40,000 

Mr. Mittal gifted ₹ 2,00,000 to his minor son who invested the same in the business and 

derived income of ₹ 20,000 which is included above. 

Compute the amount of income earned by minor children to be clubbed in the hands of Mr. 

Mittal 

 

6. Mr. Dhaval has an income from salary (computed) of ₹ 3,50,000 and his minor children’s 

income are as under 

Particulars ₹ 

Minor daughter has earned the following income:  

From a TV show 50,000 
From interest on FD with a bank (deposited by Mr. 

Dhaval from his income) 

5,000 

Minor son has earned the following income:  

From the sale of a own painting 10,000 

From interest on FD with a bank (deposited by Mr. 

Dhaval from his income) 

1,000 

Compute the gross total income of Mr. Dhaval 

 

7. Mr. Dhaval and his wife Mrs. Hetal furnish the following information 

SNo

. 

Particulars ₹ 

(i) Salary income (computed) of Mrs. Hetal 4,60,000 

(ii) Income of minor son ‘B’ who suffers from disability 

specified in Section 80U 

1,08,000 

(iii) Income of minor daughter ‘C' from singing 86,000 

(iv) Income from profession of Mr. Dhaval (computed) 7,50,000 

(v) Cash gift received by 'C' on 2.10.2020 from friend of 

Mrs. Hetal on winning of singing competition 

48,000 

(vi) Income of minor married daughter ‘A’ from company 

deposit 

30,000 

Compute the total income of Mr. Dhaval and Mrs. Hetal for the Assessment Year 2021-22 

 

8. Income from asset transferred under revocable transfer shall be taxable in the hands of  

A. Transferor                                                    B. Transferee 

C. Transferor or transferee, whose income is higher    D. none of above 
  

9. In case of irrevocable transfer of asset, income from asset transferred shall be clubbed in the 

hands of transferor: 

A. when power to reassume arises 

B. can never be taxable in hands of transferor 

C. always taxable in the hands of transferor 

D. from the beginning itself  
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10. A transfer of asset made to a person, transfer is not revocable during the lifetime of the 

beneficiary but the income of asset is derived by the transferor. Income from asset shall be 

assessed in the hands of  

A. Transferor                                                    B. Transferee 

C. Transferor or transferee, whose income is higher    D. none of above 
  

11. An individual has substantial interest in a concern. The spouse of individual derives salary 

from such concern. Amount of salary income shall be clubbed in hands of: 

A. Individual    B. Spouse   C. equally in hands of both    D. None of them 
  

12. Mrs. X receives salary from ABC Ltd. Mr. X has substantial interest in ABC Ltd. Mrs. X 

possess professional qualification to be eligible for job. Salary so received by Mrs. X shall be 

assessed in hands of : 

A. Mrs X    B. Mr X   C. Both of them    D. Any of them 
  

13. When the income of the individual include ₹ 20,000 as the income of the minor child in 

terms of section 64(1A), taxable income in this respect will be?  

A. Nil    B. 20,000   C. 18,500    D. None of them 
  

14. Mrs. R receives salary of ₹. 1,00,000 from PQ Ltd., Mr. R receives salary of ₹. 1,50,000 

from PQ Ltd. Both of them have substantial interest in company. Other Income of Mr. A and 

Mrs. A excluding such remuneration is ₹. 10,00,000 and ₹. 12,00,000 respectively. Taxable 

income of Mr. A and Mrs. A shall be  

A. 11,50,000; 13,50,000          B. 11,00,000; 13,50,000 

C. 15,50,000; 12,00,000         D. 10,00,000; 14,50,000 
  

15. Mr. Amit as on 1.10.2020 transferred shares without consideration to his fiancée, Ritika. 

They got married on 1.4.2021. Income from share for year the end shall be assessed in 

hands of  

A. Amit    B. Ritika   C. Any of above    D. None of them 
  

16. Gold funds were transferred by Mr. Rahul to Mrs. Rahul under an agreement to live apart. 

Income from gold funds shall be assessed in the hands of  

A. Mr Rahul    B. Mrs Rahul   C. Any of above    D. None of them 
  

17. When marriage of parents subsist, Income of minor child shall be included in the income of: 

A. Father 

B. Mother 

C. Parent, whose income (excluding such income) is higher 

D. Parent, whose income (including such income) is higher  
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18. ₹. 1,00,000 earned by minor child from manual activity is invested in FDR. He earns ₹. 

10,000 as interest from FDR during the previous year. ₹. 1,00,000 and ₹. 10,000 shall be 

assessed in the hands of 

A. Minor, minor  B. Minor, Parents  C. Parents, Parents  D. Parents, minor  
  

Solutions: 

1. B 2. A 3. D 4. A 5. ₹ 49,000 

6. ₹ 3,53,500 7. Dhaval ₹ 7,78,500; 

Hetal ₹ 4,60,000 

8. A 9. A 10. A 

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

16. B 17. C 18. B   
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