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QUESTION 1 (2 Marks) 
XYZ Ltd has two units, one unit at Special Economic Zone (SEZ) and other unit at Domestic Tariff Area (DTA).  
The unit in SEZ was set up and started manufacturing from 12.3.2013 and unit in DTA from 15.6.2016.  Total 
turnover of XYZ Ltd and Unit in DTA is Rs 8,50,00,000 and Rs 3,25,00,000 respectively.  Export sales of unit in 
SEZ and DTA is Rs 2,50,00,000 and Rs 1,25,00,000 respectively and net profit of Unit in SEZ and DTA is  
Rs 80,00,000 and Rs 45,00,000 respectively.  During PY 2019-20, XYZ Ltd would be eligible for deduction u/s 
10AA for:  
a) Rs 38,09,524  
b) Rs 19,04,762  
c) Rs 23,52,941  
d) Rs 11,76,471 

 

QUESTION 2 (2 Marks) 
Soumil, aged 47 years, paid medical insurance premium of Rs 15,000 and Rs 20,000 to insure health of himself and 
his spouse, respectively.  He also paid medical insurance premium of Rs 43,000 to insure health of his father, aged 
69 years, not dependent on him.  He had also incurred Rs 4,000 in cash on preventive health check-up of his 
father.  Total deduction admissible u/s 80D to Mr Soumil is:  
a) Rs 55,000  
b) Rs 29,000  
c) Rs 68,000  
d) Rs 72,000  

  

QUESTION 3 (2 Marks) 
Which of the following statements is/are correct in respect of deduction allowed to an assessee in respect of 
certain donations for scientific research or rural development u/s 80GGA?  
(i) Deduction is not allowed to an assessee having income from business.  
(ii) The maximum amount of deduction allowed is Rs 10,000.  
(iii) 100% deduction is allowed if amount in excess of Rs 10,000 donated is paid by any mode other than cash.  
(iv) Deduction is not allowed to an assessee having income from salaries.  
(v) Any sum paid to a University to be used for scientific research is allowed if such University is approved u/s 

35(1)(ii).  
(vi) Any sum paid to a notified Urban Development Fund is allowed.  
a) (i), (iii), (iv), (v), (vi)  
b) (ii), (iii), (v)  
c) (i), (ii)  
d) (i), (iii), (v) 

 

QUESTION 4 (1 Mark) 
Mr Krishna is a philanthropic person.  During PY 19-20, out of his total receipts, he gave away Rs 8,00,000 in cash 
to Prime Minister’s National Relief Fund and was left with only Rs 2,00,000 which is just enough money to meet his 
personal requirements.  On these facts, Mr Krishna is of the view that as Rs 2,00,000 is below the maximum 

TEST 3 – DEDUCTIONS FROM GROSS TOTAL INCOME 

➢ Total Marks: 30 Marks;  Duration: 60 Mins (1 Hour) 
 
➢ Wherever necessary, suitable assumptions may be made and disclosed by way of note.  
 
➢ Working notes should form part of the respective answers. 
 
➢ All questions relate to Assessment Year 2020-21, unless stated otherwise in the question. 



 

 

INCOME TAX TEST SERIES (July 2020 Exams)    By: CA Vijender Aggarwal 

Subscribe CA Vijender Aggarwal’s Telegram Channel (https://t.me/vijenderaggarwaltax) For Accessing Notes,  
Summaries, Revisionary Videos, Amendment Notes & Videos, Latest Subjective Q&A, Latest MCQs, etc 

 

 

 2 

 

2 

 

amount not chargeable to tax, no income of him is chargeable to tax during the previous year.  He approaches you 
to file his income tax return showing Rs 2,00,000 as his gross total income.  Do you agree with the view of  
Mr Krishna?  Also, compute the amount of his total income.  
a) Yes, as income actually left in Mr Krishna’s hands is Rs 2,00,000 only.  His total income shall be Rs 2,00,000.  
b) No, as what is done after income is earned by Mr Krishna will not give him any tax exemption.  His total income 

shall be Rs 10,00,000.  
c) His gross total income and total income are Rs 10 lakhs, since this is a case of application of income and 

donation made in cash will not qualify for deduction u/s 80G.  
d) Yes, as Rs 8,00,000 is exempt from tax, the gross total income as well as total income of Mr Krishna shall be 

Rs 2,00,000 only.  

 

QUESTION 5 (1 Mark) 
Mr Ritvik has purchased his first house in Gwalior for self-occupation on 5.4.2019 for Rs 45 lakhs (SDV being the 
same) with bank loan sanctioned on 30.3.2019 and disbursed on 3.4.2019.  He paid interest of Rs 8 lakhs during the 
PY 2019-20.  What is the tax treatment of interest paid by him?  
a) Interest of Rs 2 lakhs allowable u/s 24  
b) Interest of Rs 2 lakhs allowable u/s 24 and Rs 1.8 lakhs allowable u/s 80EEA  
c) Interest of Rs 2 lakhs allowable u/s 24 and Rs 1.5 lakhs allowable u/s 80EEA  
d) Interest of Rs 1.5 lakhs allowable u/s 24 and Rs 1.5 lakhs allowable u/s 80EEA  

 

QUESTION 6 (1 Mark) 
Mr Pulkit, aged 45 years, paid health insurance premium in lump sum of Rs 90,000 for three years on 01-05-2019.  
Deduction allowable to him for AY 20-21 shall be: 
a) Rs 90,000  
b) Rs 30,000  
c) Rs 25,000  
d) Nil  

 

QUESTION 7 (Old Course June 2019 Exam - 4 Marks) 
Krishna furnishes the following particulars for PY 2018-19 and for PY 2019-20 in respect of an industrial 
undertaking established in "Special Economic Zone" during FY 2014-15: 

Particulars PY 2018-19 (Rs) PY 2019-20 (Rs) 

Total sales 60,00,000 85,00,000 

Export sales 48,00,000 55,00,000 

Domestic sales 12,00,000 30,00,000 

Money received in or brought to India in convertible foreign 
exchange up to 30-09-2019 or 30-09-2020 

43,20,000 40,00,000 
 

Profit from the above undertaking 6,00,000 10,00,000 
 

Total sales of FY 2019-20 include freight of Rs 5 lacs for delivery of goods outside India.  Compute the 
amount of deduction available to Mr Krishna u/s 10AA for PY 2019-20 (AY 2020-21). 

 

QUESTION 8 (5 Marks) 
Mr Anay manufactures toys in a factory located in Noida.  His profit from the manufacture of toys for AY 2020-
21 is Rs 1.85 crore and total turnover is Rs 18.70 crore.  On 1st April 2017, there were 100 employees engaged in 
his factory.  Due to increase in demand of his products, he employed 140 additional employees during PY 2019-20 
which comprises of:   
➢ 15 casual employees employed on 15th April 2019 till 31st January 2020 on monthly emolument of Rs 22,000 p.m.   
➢ 40 regular employees employed on 1st May, 2019 on monthly emolument of Rs 22,000 p.m.  
➢ 25 contractual employees employed on 1st July 2019 for 2 years on monthly emolument of Rs 15,000 p.m.   
➢ 35 regular employees employed on 1st August 2019 on monthly emolument of Rs 30,000 p.m.  
➢ 25 regular employees employed on 1st October 2019 on monthly emolument of Rs 22,000 p.m.  
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Compute the deduction u/s 80JJAA, if available to Mr Anay for AY 2020-21, assuming that monthly emoluments 
were paid by use of ECS.  The regular and contractual employees participate in the recognised provident fund 
while the casual employees do not.  
 
Would your answer be different if Mr Anay is engaged in the manufacture of apparel?  Examine.  
 
(Note - Ignore the amount of deduction available u/s 80JJAA to Mr Anay, for the employees employed in 
preceding previous years, while computing the deduction u/s 80JJAA for AY 2020-21) 

 

QUESTION 9 (6 Marks) 
The following are the particulars relating to Mr A, Mr B, Mr C and Mr D, salaried individuals, for AY 2020-21.  
Compute the amount of deduction, if any, allowable under the provisions of the Income Tax Act, 1961 for  
AY 2020-21 in the hands of Mr A, Mr B, Mr C and Mr D.  Assume that there has been no principal repayment 
during PY 2019-20.  

Particulars Mr A Mr B Mr C Mr D 

Amount of loan taken Rs 43 lakhs Rs 45 lakhs Rs 20 lakhs Rs 15 lakhs 

Loan taken from HFC Deposit-taking NBFC Deposit-taking NBFC Public Sector Bank 

Date of sanction of loan 1.4.2019 1.4.2019 1.4.2019 30.3.2019 

Date of disbursement of 
loan 

1.5.2019 1.5.2019 1.5.2019 1.5.2019 

Purpose of loan 

Acquisition of 
residential house 
property for self-

occupation 

Acquisition of 
residential house 

property for 
self-occupation 

Purchase of electric 
vehicle for personal 

use 

Purchase of electric 
vehicle for personal 

use 

SDV of house property Rs 45 lakhs Rs 48 lakhs - - 

Cost of electric vehicle - - Rs 22 lakhs Rs 18 lakhs 

Rate of interest 9% p.a. 9% p.a. 10% p.a. 10% p.a. 

 

QUESTION 10 (6 Marks) 
Mr Darshan aged 61 years, working with G Ltd, submits the following particulars of investments and payments 
made by him during PY 2019-20:  
 
➢ Deposit of Rs 1,50,000 in PPF.  
 
➢ Payment of life insurance premium of Rs 62,000 on the policy taken on 01.04.2017 to insure his life  

(Sum assured – Rs 3,00,000).  
 
➢ Deposit of Rs 55,000 in a five year term deposit with bank.  
 
➢ Contributed Rs 1,95,000, being 15% of his salary (basic salary plus dearness allowance, which forms part of 

retirement benefits) to the NPS of the Central Government.  A matching contribution was made by G Ltd.  
 
➢ On 1.4.2019, mediclaim premium of Rs 1,08,000 and Rs 80,000 paid as lumpsum to insure his and his wife (aged 

58 years) health, respectively for four years medical insurance and incurred Rs 46,000 towards medical 
expenditure of his father, aged 90 years, not dependent on him.  No insurance policy taken for his father.  

 
➢ He spent Rs 6,000 for the preventive health check-up of his wife.  
 
➢ He has incurred an expenditure of Rs 90,000 for the medical treatment of his mother, being a person with 

severe disability.  
 
His income comprises of income from salary of Rs 18,50,000 and interest on fixed deposits of Rs 75,000.  
Compute the deduction available to Mr Darshan under Chapter VI-A for AY 2020-21.  
 
Would your answer be different, if Mr Darshan contributed Rs 1,30,000 (being, 10% of his salary) towards NPS of 
the Central Government? 


