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Que. B T E— —
Mr. Akash is engaged in the business of running motor cars on hire. His brother, Mr. Vikas, is a dentist. Mr.
Akash and Mr. Vikas each purchased a motor car of the value of ¥ 5 lakh on 1.11.2019 for their
business/profession and put the same to use immediately. The written down value of motor cars as on
1.4.2019 may be taken as ¥ 50 lakh for Mr. Akash and Nil for Mr. Vikas. What is the depreciation allowable

in respect of motor cars to Mr. Akash and Mr. Vikas under section 32 for A.Y.2023-24, assuming that both of
them have not opted for the special provisions of section 115BAC?

(a) ¥ 11,73,750 and Z 69,375, respectively (b) 7,89,188 and ¥ 58,970 respectively
(c) <567,249 and ¥ 62,475, respectively (d) ¥12,24,375and ¥ 1,27,500, respectively
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The turnover of Mr. Aarav, engaged in wholesale trading business, for the P.Y.2022-23 is ¥ 2 crore and the
gross receipts of Mr. Vishal, engaged in legal profession is ¥ 50 lakhs. Mr. Aarav has been regularly following
mercantile system of accounting and Mr. Vishal regularly follows cash basis of accounting. Out of the
turnover of Mr. Aarav, he receives ¥ 1.20 crores through ECS through bank account during the P.Y.2022-23.
He receives another ¥ 60 lakhs through ECS through bank account on or before 31.7.2023. Mr. Vishal receives
£ 30 lakhs by account payee bank draft and € 20 lakhs by crossed cheque during the P.Y.2022-23. What would
be the income chargeable to tax under the head “Profits and Gains of Business and Profession”, if they
want to minimize their tax liability? Both of them maintain books of account as per section 44AA. Income
computed as per the regular provisions of Income-tax Act, 1961 is ¥ 11,50,000 and ¥ 24,75,000 in the hands
of Aarav and Vishal, respectively. However, they have not got the books of account audited and do not

(a) ¥ 16,00,000 and ¥ 25,00,000, respectively (b) ¥ 13,60,000 and ¥ 25,00,000, respectively
(c) % 11,50,000 and ¥ 24,75,000, respectively (d) % 12,40,000 and ¥ 25,00,000, respectively
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Mr. Vishal and Mr. Guha sold their residential house property in Pune for ¥ 3 crore and ¥ 4 crore,
respectively, in January, 2023. The house property was purchased by them 25 months back. The indexed
cost of acquisition is ¥ 1 crore and ¥ 1.75 crore, respectively. Mr. Vishal purchased two residential flats, one
in Delhi and one in Agra for ¥ 70 lakhs and z 80 lakhs, respectively, in April, 2023. On the same date, Mr.
Guha also purchased two residential flats, one in Mumbai and the other in Pune, for z 80 lakhs and ¥ 75
lakhs, respectively. Both of them invested Z 30 lakhs in bonds of NHAI in March, 2023 and ¥ 30 lakhs in bonds
of RECL in April, 2023. What is the income taxable under the head “Capital Gains” for A.Y.2023-24 in the

hands of Mr. Vishal and Mr. Guha? _ -

B (a) #70lakhs and ¥ 95 lakhs, respectively (b) %60 lakhs and ¥ 85 lakhs, respectively

(c) Nil and % 95 lakhs, respectively (d) Niland % 20 lakhs, respectively

i [

decorator declaring profits under 44ADA in the P.Y.2022-23 and the earlier previous
0 lakhs to Mr. Lal, a broker, to buy a residential house, and ¥ 50

truction of the residential house. Are TDS provisions attracted

Mr. Hari is an interior
years. Mr. Hari has to pay brokerage of ¢ 1
lakhs to Mr. Shyam, a contractor for recons
in the hands of Mr. Hari in respect of the above transactions? B

ands of Mr. Hari in respegt cf“:"r ents to Mr. Lal and Mr. Shyam

- Zeroinfy.in
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(b) Yes; Mr. Hari has to deduct tax from payment to Mr. Lal and Mr. Shyam
(c) Mr. Hari doesn't have to deduct tax on payment to Mr. Lal but has to deduct tax from payment to Mr, Shyam

(d) Mr. Hari doesn't have to deduct tax on payment to Mr. Shyam but has to deduct tax from payment to my, Lal

Mr. X, a foreign national and citizen of USA, working with M Inc., a US based company, came to India during

the P.Y. 2022-23 for rendering services on behalf of the employer. He wishes to claim his salary income
earned during his stay in India as exempt. Which of the following is not a condition to be fulfilled to claim

such remuneration as exempt income under the Income-tax Act, 1961?

.

(a) MInc. should not be engaged in any trade or business in India

(b) Mr. X should not be engaged in any trade or business in India

(c) Mr.X's stay in India should not exceed 90 days in aggregate during the P.Y. 2022-23

(d) Remuneration received by Mr. X should not liable to be deducted from M Inc.'s income chargeable to tax
under the Income-tax Act, 1961

income. He does not claim any deduction under Chapter VI-A. He pays electricity bills of ¥ 10,000 per month.
He made a visit to Melbourne along with his wife for a month in February, 2023 for which he incurred to
and fro flight charges of # 1.20 lakhs. The remaining expenditure for his visa, stay and sightseeing
amounting to ¥ 80,000 was met by his son residing in Melbourne. Is Mr. Ram required to file return of
income for A.Y.2023-24, and if so, why?

(a) No, Ramis not required to file his return of income

(b) Yes, Ramis required to file his return of income, since his gross total income/total income exceeds the basic
exemption limit

(c) Yes, Ram is required to file his return of income since he pays electricity bills of ¥ 10,000 per month, which
exceeds the prescribed annual threshold

(d) Yes, Ram is required to file his return of income since he has incurred foreign travel expenditure exceeding
7 1lakh

Mr. Rajesh is aggrieved by an order passed by the Commissioner of Income-tax imposing penalt u/s 270A
for under-reporting of income. What is the appellate remedy available to him under the Income-tax Act,
1961 and the_s_pggi‘ﬁgq_ti[ng![mi}tk within which he has to file an appeal?

(a) He can file an appeal to Commissioner (Appeals) u/s 246A within 30 days from the date on which the order
is communicated to him

(b) He can file an appeal to Commissioner (Appeals) u/s 246A within 60 days from the date on which the order
is communicated to him

(c) He can file an appeal to Appellate Tribunal u/s 253 within 30 days from the date on which the order is
communicated to him

(d) He can file an appeal to Appellate Tribunal u/s 253 within 60 days from the date on which the order is

communicated to him —

CA BHANWAR BORANA Zi Zeroi I"If’fl n




! S| CAPItallGalnS: e
Ms. Aparna and Ms. Dimple, Indian citizens residing in California since the year 2011, visit India for 60 days
every year. On 1.3.2023, Ms. Aparna transferred to Ms. Dimple in California, for consideration of dollar
equivalent to ¥ 15 lakhs, rupee denominated bonds (issued outside India) of X Ltd., a company incorporated
in India, which were acquired by her on 1.3.2021 for a price of dollar equivalent to ¥ 10 lakhs. What are the
capital gains tax implications of such transfer in the hands of Ms. Aparna?

(a) Ms. Apa‘rna is liable to capital gains tax on long-term capital gains arising on transfer of rupee denominated
bonds; indexation benefit is not available

(b) Ms. Ap;rna is liable to capital gains tax on long-term capital gains arising on transfer of rupee denominated
bonds; indexation benefit is available

() Ms.Aparnais liable to capital gains tax on short-term capital gains arising on transfer of rupee denominated
bonds

(d) Thereis no capital gains tax implication in the hands of Ms. Aparna in respect of this transaction

Mr. Sanjay, a salaried individual, pays brokerage of ¥ 40 lakhs to Mr. Harish, a broker, on 5.1.2023 to buy a

residential house. His father, Mr. Hari, a retired pensioner, makes contract payments of ¥ 15 lakhs, ¥ 25

lakhs and ¥ 12 lakhs on 28.9.2022, 3.11.2022 and 15.2.2023 to Mr. Rajeev, a contractor, for reconstruction of

residential house. With respect to the above payments made by Mr. Sanjay and Mr. Hari, which of the
_following statements is correct?

(a) Neither Mr. Sanjay nor Mr. Hari is required to deduct tax at source, since they are not subject to tax audit, on
account of being a salaried individual and pensioner, respectively

(b) Both Mr. Sanjay and Mr. Hari are required to deduct tax at source under the provisions of the Income-tax
Act, even though they are not subject to tax audit

(c) Mr. Sanjay is required to deduct tax at source but Mr. Hari is not required to deduct tax at source

(d) Mr. Hariis required to deduct tax at source but Mr. Sanjay is not required to deduct tax at source

fio} s

Mr. Rajesh and Mr. Brijesh, resident individuals, are due to receive ¥ 12 lakhs each on 1.4.2022 on maturity
of life insurance policy taken on 31.3.2012 and 1.4.2012, respectively, the sum assured of which is ¥ 10 lakhs.
They had paid an annual premium of ¥ 1.10 lakhs each. Are provisions of tax deduction at source attracted
on maturity proceeds received by Mr. Rajesh and Mr. Brijesh?

(a) VYes; Tax is deductible at source on maturity proceeds receivable by both Mr. Rajesh and Mr. Brijesh, since
the annual premium is more than ¥ 1,00,000, being 10% of ¥ 10 lakhs

(b) No; Taxis not deductible at source on maturity proceeds receivable by either Mr. Rajesh or Mr. Brijesh, since
the annual premium is less than ¥ 1,20,000, being 10% of ¥ 12 lakhs

() Notaxis deductible at source on maturity proceeds receivable by Mr. Rajesh. Tax is deductible at source on
maturity proceeds received by Mr. Brijesh and the tax deductible at source is ¥ 12,000

(d) No tax is deductible at source on maturity proceeds receivable by Mr. Rajesh. Tax is deductible at source on
maturity proceeds received by Mr. Brijesh and the tax deductible at source is ¥ 5,000

I -~ "B IANWAR BORANA' s
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A Inc. and B Inc, Incorporated in Country A and Country B, respectively, whose place of effective

management is also In the said countries, are engaged in the business of operation of ships and aircraft
’
respectively. The detalls of receipts etc. during the P.Y.2022-23 are as follows - (Amt. in ¥ lakhs)

Particulars Alnc,  BlIpc,
. Amount paid/payable In Mumbai on account of carriage of passengers:
* Shipped from Mumbal portto port in Country A

i 20 |

Jus From Mumbai airport to airport In Country B 15

| Amount paid/payable In Country A/B on account of carriage of passengers:
* Shipped from Mumbal port to port in Country A ‘ 5 |

| *  From Mumbai airport to airport in Country B ' 4
Amount received/deemed to be received in India on account of carriage of passengers:
* Shipped from port in Country A to Mumbal port 7 | ‘
* Fromairport in Country B to Mumbai airport ‘ 8
Amount received/deemed to be received in Country A/B on account of carriage of ; '
passengers: f

. Shipped from port in Country A to Mumbai port ' 22 | .
* Fromairport in Country B to Mumbai alrport ' | 18 l"

| Profit (pertaining to Indian operations) computed as per books of account maintained { ;
| by Alnc.and B Inc., after providing the deductions under the Income- tax Act, 1961 } 220 120

The profits and gains of business of A Inc. and B Inc. chargeable to tax in India under the Income-tax Act,
1961 for A.Y.2023-24 is -

(@) 2.20lakhs anE! ¥ 1.2_0'Ial<hs, respchTeTy,
the Income-tax Act, 1961

(b) ¥ 1.60 lakhs and ¥ 2.025 lakhs, respectively

(c) ¥ 2.40lakhs and ¥ 1.35 lakhs, respectively

(d) ¥ 2.70 lakhs and ¥ 3,375 lakhs, respectively

p_rovided the books of accounts are audited under section 44AB of

f T Ansfer !‘:J.Ar':_w_;-l. '
pany in which Andes Inc., a Country A company, holds 30% shareholding and
voting power. During the previous year 2019-20, the Indian company supplied computers to the Country A
based company @ CAD 2200 per piece. The price of computer supplied to other unrelated parties in Country
Als @ CAD 2500 per plece. During the course of assessment proceedings relating to A.Y.2020-21, the
Assessing Officer carried out primary adjustments and added a sum of ¥ 138 lakhs, being the difference
between actual price of computer and arm's length price for 500 pieces and it was duly accepted by the
assessee. The Assessing Officer passed the order, in which the primary adjustments were made, on 1.7.2022.

On account of this adjustment, the excess money of ¥ 138 lakhs is available with Andes Inc, Country A. What

year 2023-24, assuming that -
() Kaveri Ltd. declared an income of ¥ 220 lakhs:
(i1) the excess money is still lying with Andes Inc. till today;

(li)) Kaveri Ltd. has not opted to pay additional income-tax on such excess money not repatriated; and or
(iv) the rate of exchange is 1 CAD = ¢ 92 and the six-month LIBOR as on 30.9.2022 is 10%. [CAD stands fo

Country A Dollars, which Is the currency of Country A]. i
| . f
Z 1| Zeroinfy.in
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The correct answer is -

(a) Interest of # 13.80 lakhs would be added to the total income of Kaveri Ltd.
(b) Interest of ¥ 13.418 lakhs would be added to the total income of Kaveri Ltd.
(c) Interestof ¥ 10.35 lakhs would be added to the total income of Kaveri Ltd.
(d) Interest of ¥ 8.97 lakhs would be added to the total income of Kaveri Ltd.

During the P.Y.2022-23, Mr. Aakash has 80 lakhs of short-term capital gains taxable u/s 111A; £ 70 lakhs of
long-term capital gains taxable u/s 112A and business income of # 90 lakhs. Which of the following
_ statements is correct?

(a) Surcharge @ 25% is leviable on income-tax computed on total income of # 2.40 crore, since the total income
exceeds ¥ 2 crore

(b) Surcharge @ 15% is leviable on income-tax computed on total income of  2.40 crore

(c) Surcharge @ 15% is leviable in respect of income-tax computed on capital gains of # 1.50 crore, since such
income exceeds % 1 crore but is less than 2 crore; in respect of business income of # 90 lakhs, surcharge is
leviable @ 25% on income-tax, since the total income exceeds ¥ 2 crore

(d) Surcharge @ 15% is leviable in respect of income-tax computed on capital gains of 1.50 crore, since such
income exceeds ¥ 1 crore but is less than ¥ 2 crore; in respect of business income of ¥ 90 lakhs, surcharge is
leviable @ 10% on income-tax, since such income exceeds ¥ 50 lakhs but is less than ¥ 1 crore

“E; M = 0 = “@:ﬁ“rﬂ* ?’_ii;fi?ﬁ'.f' g
An investment fund’s income for A.Y.2023-24 comprised of the following components:

(i) Businessincome¥ 5 crore; and

(ii) capital loss ¥ 3 crore.

All the unit holders of the invest
Whatmliid be the taxireatment? . -

(a) Businessincome of 5 crore is taxable in the hands of the investment fund. The capital loss of ¥ 3 crore has

to be carried forward by the investment fund
(b) Businessincome of 5 crore is taxable in the hands of t

forward only by the unit holders
(c) Business income of # 5 crore is taxable in the hands of the investment fund. The capital loss of ¥ 3 crore

cannot be carried forward by either the investment fund or the unit holders
ds of the investment fund. Capital loss of ¥ 3 crore can be

7 | _

ment fund have held unitsin the investment fund for more than 12 months.

he unit holders. Capital loss of € 3 crore can be carried

(d) Business income of £ 5 crore is taxable in the han
carried forward only by the unit holders

e JBliybackiofisharest e
A Ltd., an Indian company, bought back its listed shares from its shareholders and B (P) Ltd., an Indian
company, bought back its unlisted shares from its shareholders in the month of March, 2023. What are the

tax consequences of such buyback in the hands of A Ltd., B (P) Ltd. and the shareholders?
6% of the distributed income is leviable in the hands of A Ltd. and B (P) Ltd.,

(a) Additional income-tax @ 23.29
income arising to shareholders is exempt
(b) Income arising to shareholders from buyback is taxable in their individual hands; No distribution tax is

leviable in the hands of A Ltd. and B (P) Ltd.

—{ cAFINAL» DT |— Z] R iCABHANWAR EORANAT
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i : hands of A Ltd.; incorme zg-:
(c) Additional income-tax @ 273.296% of the distributed income is leviable in the hands of 4.; inco ’
to shareholders of B (P) Ltd, is taxable in their individual hands y a%3
: i , omies is leviable in the hands of B 02) Lt incorme zee:
(d)  Additionalincome-tax@?23,296% of the distributed incorme i le )

SV iSing
=

e
W3
=

to shareholders of A Ltd, is taxable in thelr individual hands

2z

LPG, a partnership firm, Is engaged In the business of manufacturing of garments, It furnishes ¥OUu the
following data for the year ended 31.3.2023,

Dr. Profit & Loss Account T — -
—particutars R L] e N
_lf)c_[i;n;es— RS e e P 2,36,00,000 | Gross Turnover 2,55,00,000

Interest to partners 5,40,000

(including ¥ 1,20,000 pald to Gopal for

loan given by Gopal HUF)

Salary to Partners:

Jay (¥ 30,000 p.m.)

Gopal (¥ 28,000 p.m.)

Madhav (¥ 16,000 p.m.) 8,88,000

Net Profit ~ 4,72,000

2,55,00,000 2,55,00,000

Other Information:

* The partners share profits and losses equally.

* During the P.Y. 2021-22, the firm had incurred a business loss of 7 3,00,000 and unabsorbed depreciation

of ¥ 1,50,000.

On 01.04.2022, Mr. Jayesh, a partner died and his

partner, Mr. Raj, also retired on the same date,

= Mr. Madhav is not actively engaged in conducting the affairs of the
and Mr. Gopal are actively engaged in conducting the affairs of the b

* Interest@16% p.a. for the first time on partner’s capital was paid from 01.07.2022. The clause for the
same was, however, entered in the pa

rtnership deed on 01.01.2023. Salary paid to partners is authorized
by the partnership deed since inception.
" Mr. Gopal relinquished his title in a land int

legal heir Mr. Jay got admitted on same date. Another

business of the firm while Mr. Jay
usiness.

date was ¥ 20 lakhs.

From the information given above, choose the most appropriate answ

(i) How much interest can the firm claim a
(a) ¥5,40,000
(c) ¥2,25000

er to Ebgﬁf_’o[lowin_g__questions B
s deduction for A.Y. 2023-242? -
(b) 4,335,000
(d) =#1,05,000
(i) How much salary can the firm claim as deduction for A.Y.2023-247
(a) = 10,05,000

(b) #8,28,000
‘Cl_ 3.579,000 (d) =6,96,000

(li)  The business loss and unabsorbed depreciation alloweg to be set off while computing total income
of the firm for A.Y.2023-24 are -

(a) ¥3,00,000and ¥ 1,50,000, respectively

(b) ¥2,25000 and = 1,50,000, respectively
B CABHANWARBORANA —_
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(c) ¥1,50,000 and ¥ 1,12,500, respectively (d) % 2,20,000 and ¥ 1,12,500, respectively
Tiv)  What would be the total income of the firm for A.Y.2023-24?

(a) 630250 (b) % 6,04,000

(c) ¥4,12.000 (d) % 5,29,000

———————————

(v) What would be the capital gains in the hands of LPG assuming that the land acquired from Gopal
was sold on 28.02.2023 for ¥ 25 lakhs to Mr. Jack, fair market value and stamp duty value on the date
of transfer being % 30 lakhs and ¥ 28 lakhs, respectively?

(a) < 10,00,000 (b) % 12,00,000
(c) < 8,00,000 (d) %7,00,000
PPN s | § P ———— | S s = | -:-_ =
o Que. 17 iPenalties

MCS Pvt. Ltd. is a company engaged in providing consultancy and business advisory services. It provides a
range of services including financial management, project advisory, business mergers, business
valuations, etc. During the financial year 2022-23, it has provided various services and its gross receipts
amounted to ¥ 70,00,00,000. This is the first year of their operation and the company thinks it has defaulted
in certain compliances. Moreover, during the year, it received the following loans in cash from various
vendors due to some business exigency:

= ¥25,00,000 availed from Mr. A on 15th April 2022

= ¥21,000 availed from Mr. B on 15th May 2022

= %11,000 availed from Mr. C on 15th June 2022

Further, MCS Pvt. Ltd. made the following loan repayments during the year:
= 8,000 to Mr. A on 15th July 2022 in cash

« 72,50,000 to Mr. A on 15th August 2022 through account payee cheque

« %21,000 to Mr. A on 15th September 2022 through RTGS

«  £15,000 to Mr. A on 15th October 2022 through crossed cheque

MCS Pvt. Ltd. has also received an amount of ¥ 2,00,000 for services rendered to Mr. Shyam through bearer
cheque. Also, he received cash of # 90,000 for services rendered to Mr. Ankit. Furthermore, MCS Pvt. Ltd.
does not know about the applicability of tax audit under section 44AB of the Income-tax Act, 1961.

From the informatignﬁgiy_en above, choose the most appropriate answer to the following questions -

(i) What is the amount of penalty, if any, which would be leviable on MCS Pvt. Ltd. for availing loan in

cash from various vendors?
(a) Penalty of ¥ 25,32,000 under section 271E (b) Penalty of ¥ 25,21,000 under section 271D

(c) Penalty of ¥ 25,00,000 under section 271E (d) Penalty of ¥ 25,32,000 under section 271D

(i)  What is the amount of penalty leviable on repayment of loan to Mr. A?
(a) Penalty of ¥ 23,000 under section 271E

(b) Penalty of ¥ 23,000 under section 271D
(c) No penalty is leviable since the repayment otherwise than by way of prescribed modes is less than ¥ 20,000

(d) Penalty of ¥ 44,000 under section 271E

(i) Has MCS Pvt. Ltd. violated any provision of the Income-tax Act, 1961, while receiving payment from

Mr. Shyam and Mr. Akhil? If yes, what is the amount of penalty which MCS Pvt. Ltd. is liable to pay?

(a) Yes, contravention of section 269ST on receiving payment from Mr. Shyam; Penalty of ¥ 2,00,000 u/s
271DA; No contravention on receiving payment from Mr. Akhil

—{_carNaL) DT | - | S CABHANWAR BORANAT (o
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, contravention of section 269ST on receiving payment from Mr. Shyam and Mr. Akhil & Penalty of
T 2.90.00Q u/s 271DA

Y23, contravention of section 269SU on receiving payment from Mr. Shyam & Penalty of z 2,00,000
1 u/s 271D8; No contravention on receiving payment from Mr. Akhil

&} N viciation on receiving payment from either Mr. Shyam or Mr. Akhil

Whatis the time limit for filing tax audit report for A.Y. 2023-24 and the amount of penalty leviap|e
If the company does not file its tax audit report within the due date?

(@) 30.08.2023; penalty leviable is ¥ 35,00,000 u/s 271A

(&) 31.10.2023; penalty leviable is ¥ 35,00,000 u/s 2718

(€} 30.09.2023; penalty leviable is ¥ 1,50,000 u/s 2718

(R .

(])  31.10.2023; penalty leviable is ¥ 1,50,000 u/s 2718

¥

R

b e

The foilowing are the details relating to four resident entities, AB & Co., LM & Co., PQ & Co. and XY & Co. for

the PY2022-23 -

5 AB & Co. LM & Co. PQ & Co. XY & Co.
Particulars . . i
(Firm) (Firm) (LLP) (Firm)
. - . Retail Bu.stness of ply.mg. Wholesale Interior
. Nature of business/ profession . hiring or leasing . .
trading . trading decoration
N B goods carriages
= _,?_cs;gstszgg_;ggptingﬁ Mercantile Cash Mercantile Cash
£ Tl;fﬁcyg{[>§{gs_§_§gceipts ¥ 200 lakhs €101 lakhs ¥ 100 lakhs ¥ 50 lakhs
Ameunt recsived by way of RTGS/ NEFT
74. ‘ l":.*:e?Y_‘QZg?% Enciuded in (3) above] ¥ 150 lakhs ¥ 80 lakhs ¥ 70 lakhs 7 45 lakhs
Amcunt received by way of cash in the
[= EYm-Bﬁpclgdedln (3) above] ¥ 30 lakhs ¥ 21 lakhs ¥ 10 lakhs ¥ 5 lakhs
Amcunt received by way of RTGS/ NEFT
,E‘ Btmeen 1420232 31.7.2023 ¥ 20 lakhs - T 20 lakhs -
7. Werking partners’ salary T 5 lakhs ¥ 1.50 lakhs ¥ 3 lakhs ¥ 5 lakhs
Interest paid con capital @ 12% paid to
& Cparmess ¥ 1lakh ¥ 0.50 lakh - ¥ 2 lakhs
Frefic as per books of account
maintained as per section 44AA [after
decucting working partners salary and | © 3.60 lakhs %4.10 lakhs % 4.50 lakhs ¥ 20 lakhs
_iexerestoncapital]l @@= 2
22 | Ne. of vehides cwned _ 10 (See Notfazbelow _ _
details)

Additional information:
(1) It may be assumed that partners’ salary and interest are authorised by the partnership deed, relates
to a period after the partnership deed and is within the permissible limits laid down under section 40(b).

2} The cetails of vehicles owned by M/s. LM & Co. are as follows -

Gress Vehicle Weight (in kgs.) E Number | Date of Purchase Date when first put to use
9 8,000 ]' 3 28.5.2022 1.6.2022
P & 9,000 2 31.7.2022 1.8.2022
3 10,000 l 1 17.82022 20.8.2022




TEST SERIES | - -

| 4. | 11,000 30.9.2022 l 1.10.2022

LS.J 12,000

1

1 11.11.2022 13.11.2022

From the information given above, choose the most appropriate answer to the fo[lowingjgggt_ii)rqs - B

(i) Which of the four entities are eligible to declare income on presumptive basis under the Income-tax
Act, 1961 for A.Y.2023-24?
(@) Only AB & Coand LM & Co. (b) Only AB & Co and XY & Co.
(c) AB&Co, PQ & Coand XY & Co. (d) AB & Co, LM & Co and XY & Co.

(ii) What is the business income to be declared by AB & Co. and PQ & Co. for A.Y.2023-24, assuming that
the entities wish to make maximum tax savings without getting their books of account audited?

(a) < 12.60 lakhs and ¥ 4.50 lakhs, respectively (b) %6.60lakhsand? 3.20 lakhs, respectively
(c) %5.60lakhs and ¥ 4.50 lakhs, respectively (d) 13 lakhs and ¥ 6.60 lakhs, respectively

(iii) What is the business income to be declared by LM & Co. for A.Y.2023-24, assuming that the firm
wishes to make maximum tax savings without getting its books of account audited?

(a) 7 4,48,000 (b) % 6,36,500
(c) % 4,36,500 (d) %4,10,000

(iv) What is the income to be declared by XY & Co. under the head “Profits and gains of business or
profession” for A.Y.2023-24, assuming that the firm wishes to make maximum tax savings, without

getting its books of account audited?
(a) T 18lakhs (b) % 20lakhs
(c) =25lakhs (d) ¥22.50lakhs

(v) Would your answer to questions (iii) and (iv) change, if the firms decide to get their books of
accounts audited?
(a) No, there would be no change in the answer to either questions (iii) and (iv)
(b) Yes, there would be change in the answer to both question (iii) and (iv)
(c) Therewould be a change in the answer to question (jii) but not in the answer to question (iv)
(d) There would be a change in the answer to question (iv) but notin the answer to question (iii)

a building in the course of his business to his friend Mr. Rajesh, who is a
dealer in automobile spare parts, for ¥ 100 lakh on 1.1.2023, when the stamp duty value was ¥ 120 lakh. The
agreement was, however, entered into on 1.9.2022 when the stamp duty value was ¥ 110 lakh. Mr. Hari had
received a down payment of & 15 lakh by NEFT from Mr. Rajesh on the date of agreement. Mr. Hari has
purchased the building for 50 lakh on 12.7.2021.

Mr. Hari’s brother, Mr. Ravi, a retail trader, sold a residential house to Mr. Vallish, a wholesale trader for
7 50 lakh on 1.2.2023, when the stamp duty value was % 70 lakh. The agreement was, however, entered into
on 1.8.2022 when the stamp duty value was ¥ 55 lakh. Mr. Ravi had received a down payment of 5 lakh by
a crossed cheque from Mr. Vallish on the date of agreement. Mr. Ravi has purchased the building for ¥ 32

lakh on 17.8.2021.
From 7t|'!e_in_i_’prg@tion_giverfbove, choose the most appropriate answer to the following questions -

(i) What is the amount of income chargeable to tax in the hands of Mr. Hari in respect of the transaction
of sale of building to Mr. Rajesh and under which head is it taxable?
(a) %70 lakh is taxable as his business income (b) % 60 lakh is taxable as his business income
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(d) 50 lakh is taxable as short-term capital gains

ol

() ¥ 50lakhis taxable_aﬂs_ﬁ_ig_l{ujiness income
Is 'arh;/_ah;b_dnt};;able irT&E;BEBds of Mr. Rajesh in respect of the above transaction? If so, what is
the amount and under which head is it taxable?

(a) No amount is taxable in the hands of Mr. Rajesh
(b) %20 lakh is taxable under the head “Income from Other Sources

() ¥ 10lakh is taxable under the head “Income from Other Sources”
(d) 10 lakh is taxable as his business income

(iii)  Whatis the amount of income chargeable to taxin the ha nds of Mr. Ravi in respect of the transaction
of sale of residential house to Mr. Vallish and under which head is it taxable?
(a) %18 lakhis taxable as short-term capital gains (b) % 23 lakh is taxable as short-term capital gains
(¢) %38 lakh is taxable as short-term capital gains (d) ¥ 18 lakh is taxable as his business income

(iv)  Is any amount taxable in the hands of Mr. Vallish in respect of the above transaction? If so, what is
the amount and under which head is it taxable?
(a) No amount is taxable in the hands of Mr. Vallish
(b) %20 lakh is taxable under the head “Income from Other Sources”
(c) %10 lakh is taxable under the head “Income from Other Sources”
(d) % 10 lakh is taxable as his business income

(v) Is tax deductible by Mr. Rajesh and Mr. Vallish on making payment to the seller?
(a) VYes, tax is deductible at source by both Mr. Rajesh and Mr. Vallish
(b) No, tax is not deductible at source by either Mr. Rajesh or Mr. Vallish
(c) Taxis deductible at source by Mr. Rajesh but not by Mr. Vallish
(d) Taxis deductible at source by Mr. Vallish but not Mr. Rajesh

iQuel g 120 EBUSInesSTrUSsti e
A business trust, registered under SEBI (Real Estate Investment Trusts) Regulations, 2014, gives particulars
of its income for the P.Y.2022-23:

(1) Interestincome from Z Ltd. # 10 lakh
(2) Dividend income from Z Ltd. £ 5 lakh
(3) Short-term capital gains on sale of listed shares (STT paid both at the time of purchase

and sale) of Indian companies £ 4 lakh
(4) Short-term capital gains on sale of developmental properties # 8 lakh
(5) Interestreceived from investments in unlisted debentures of real estate companies #1lakh
(6) Rental income from directly owned real estate assets ¥ 20 lakh

Z Ltd. is an Indian company in which the business trust holds 100% of the shareholding. Z Ltd. does not opt
to pay tax under section 115BAA.

Assume that the business trust has distributed the entire ¥ 48 lakh to the unit holders in the P.Y. 2022-23 in
the month of March, 2023. Mr. X is a resident holder holding 100 units and Mr. Y is a non-resident holder
holding 500 units. The total number of units subscribed to by all unit holders is 5,000.

_From the information given above, choose the most appropriate answer to the following questions -
(i) In respect of the component of interest income from Z Ltd. distributed by the business trust to unit-
holders Xand Y -
e |CA BHANWAR BORANA 'h -
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(a) No tax is deductible by the business trust, since such income is not taxable in the hands of unit
holders
(b) Taxis deductible@5% on ¥ 20,000 distributed to Mr. X and @5.2% on ¥ 1 lakh distributed to Mr. Y
(c) Taxis deductible@10% on ¥ 20,000 distributed to Mr. X and @5.2% on ¥ 1 lakh distributed to Mr. Y
(d) Taxis deductible@10% on ¥ 20,000 distributed to Mr. X and 10.4% on ¥ 1 lakh distributed to Mr. Y

(ii) In respect of short-term capital gains of ¥ 4 lakh on sale of listed shares of Indian companies and
¥ 8 lakh on sale of developmental properties -
(a) The business trustis liable to pay tax @ 15.6% and 31.2%, respectively
(b) The business trust is liable to pay tax @ 42.744%
(c) The business trust enjoys pass through status and hence, it need not pay any tax on such short-term
capital gains; such income is subject to tax in the hands of unit holders
(d) The business trust is liable to pay tax @ 15.6% and 42.744%, respectively

(iii)  The dividend component of income from Z Ltd., distributed to unit-holders Xand Y -
(a) would be subject to distribution tax in the hands of Z Ltd., hence exempt in the hands of the business
trust and the unit holders
(b) is exempt in the hands of the business trust, since the trust enjoys pass through status in respect of
such income; such income is taxable in the hands of the unitholders X andY

(c) istaxable in the hands of the business trust; hence, exempt in the hands of the unit holders
(d) is exempt in the hands of the business trust and in the hands of the unit holders

(iv)  IfZLtd.exercises option under section 115BAA, then, the dividend component of income fromZ Ltd.,

distributed to unit- holders X and Y-

(a) would be subject to distribution tax in the hands of Z Ltd., hence exempt in the hands of the business
trust and the unit holders

(b) is exempt in the hands of the business trust, since the trust enjoys pass through status in respect of
such income; such income is taxable in the hands of X andY

(c) istaxablein the hands of the business trust; hence, exempt in the hands of the Xand Y

(d) is exempt in the hands of the business trust and in the hands of the unit holders X and Y

(v) Interest received by the business trust from investments in unlisted debentures of real estate
companies and distributed to unit holders would be -
(a) subject to tax in the hands of the unit holders
(b) subject to tax in the hands of the business trust @ 31.2%
(c) subject to tax in the hands of the business trust @ 42.744%
(d) subject to tax in the hands of the business trust at the average rate of tax

(vi) The rental component of income from real estate assets received by the business trust and

distributed to its unit holders X and Y would be -

(a) subject to tax in the hands of the business trust @ 42.744%

(b) subject to tax in the hands of the business trust @ 31.2%

(c) subject to tax in the hands of the unit-holder X @ 10% (on % 40,000) and Y@ the rates in force (on
7 2,00,000); such tax has to be deducted at source by the business trust

(d) subject to tax in the hands of the unit-holders X and Y: business trust has to deduct tax @ 10% on
7 40,000 distributed to X and at the rates in force on ¥ 2,00,000 distributed to Y

EABHANWAR BORANA
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1. (€)  TS67.249and € 62475 1espedtively
2, (d)  ® 120,000 and ¥ 25,00.000 tespectively
3. (¢)  Niland ¢ 95 lakhs, respectively
4. (a)  No:TDS provisions are not attracted in the hands of M Harkinrespect o paymaents to A Lad oo A Shyvam
5. (B)  Mr. X should not be engaged inany trade or business i India
Yes, Ram Is required to file his retuin of income since he pays electicity bills oF & 10.000 per montho which exveais the
.. (b) prescribed annual threshold
7. (d)  He can file an appeal to Appellate Tribunal u/s 25T within 60 days from the date onawhich ihe order s conmunated (o iy
8. (d) There is no capltal gains tax implication in the hands of MscApara in tespect of this transaction
9. (d)  Mr. Hariis required to deduct tax at source but Me, Sanjay s not reguired to deduct tax at seuree
- (@) No tax is deductible at source on .m‘mn ity pluwm‘i\ Itfu:i*ivlf"kl by Mr, Rajesh, Tax s deducible atsouree onmatuiniy proceads
received by Mr, Brijesh and the tax deductible at source is ¢ 5,000
" (c) ®2.40lakhs and t 1,35 lakhs, respectively
12. (b) Interestof ¥ 13.418 lakhs would be added to the total income of Kaveri Ltd.
13. (b) Surcharge @ 15% is leviable on income-tax computed on total Income of ¢ 2,40 ctore
14 (b) Business income of ¢ 5 crore is taxable In the hands of the Investment fund. Capital 1oss of & 3 crore can be catnied tonwang
only by the unit holders
1s. (a) Additional income-tax @ 23.296% of the distributed Income is leviable in the hands of A Ltd, and B (£ Lid income ansing
to shareholders is exempt
6. (i) (¢) 2225000 () (b)  €2,25000 and ¢ 1,50,000, respectively
(i) (d) ?6.96,000 (V) () ®6,04,000
(v) (¢) =8.,00,000
17. (i) (b) Penalty of ¥ 25,21,000 under section 271D
(i)) (a) Penalty of ¥ 23,000 under section 271E
i) (a) Yes, contravention of section 269ST on receiving payment from Mr, Shyam: Penalty of ¢ 2,00,000 undear section 22104 No
contravention on receiving payment from Mr, Akhil
(iv) (e} 30.09.2023; penalty levlable is & 1,50,000 under section 2718
18. (i) (d) AB&Co, LM & CoandXY & Co. () () 436,500
(li) (a) r12.60lakhs and ¢ 4.50 lakhs, respectively (iv) (c) t25lakhs
(v) (b) Yes, there would be change In the answer to both question (iil) and (iv)
19. (i) (c) #50lakhis taxable as his business income () (c)  e38lakhis taxable as short-term capital gains
(i) (a) Noamountis taxable in the hands of Mr, Rajesh | () (b) 20 lakhis taxable under the head “lcoma from Oghar S
(v) (a) Yes taxis deductible at source by both Mr. Rajesh and Nir, Vallish
20. (i) (c) Taxisdeductible @ 10% on z 20,000 distributed to Mr. X and @5.2% on ¢t 1 lakh distributed to N, Y
(i) (d) The business trustis liable to pay tax@15.6% and 42,7449, respectively
(iif)  (d) 15 exemptin the hands of the business trust and in the hands of the unit holders
(iv) (b) is exempt in the hands of the business trust, since the trust enjoys pass through status in respect of sich oo sah
income 15 taxable in the hands of X and Y
(v) (c) subjecttotaxinthe hands of the business trust @ 42.744%
i) (d) subject t.o taxin the hands of the unitholders X and Y; business trust has to deduct tax @ 10% on & 40,000 diatiidutad o\
and at the rates in force on € 2,00,000 distributed to Y
mamn
u . .
CABHANWAR BORANA Z 1| Zeroinfy.in




—

—

rEST SERIES

| S

| TEST,SERII

' Mr. Ganesh and Mr. Rajesh, resident Indians born on 1.7.1962 and 1.4.1943, respectively, have not furnished
their returns of income for the P.Y.2022-23. However, the total income assessed in respect of such year

“under section 144 is ¥ 8 lakhs and ¥ 5 lakhs, respectively. Is penalty leviable under section 270A, and if so,
what is the quantum of penalty?

-

5 2

r

(a) No penalty is leviable under section 270A in the hands of either Mr. Ganesh or Mr. Rajesh
(b) Yes; T 36,400 and ¥ 5,200, respectively

(c) Yes; 37,700 and % 6,500, respectively
(d) Penalty of ¥ 36,400 leviable in the hands of Mr. Ganesh; No penalty leviable in the hands of Mr. Rajesh

lQueligm2’ INRtaxation’

M/s. X & Co. and M/s. Y & Co. are non-resident firms in receipt of fees for technical services of 20 lakhs
each in the P.Y.2022-23 from an Indian company, A Ltd., in pursuance of an agreement with A Ltd. approved

by the Central Government. M/s. X & Co. does not have any fixed place of profession in India whereas M/s.
Y & Co. has a fixed place of profession in India and the contract is effectively connected with such fixed

' place of profession. The revenue expenditure incurred by M/s X & Co. to earn FTS is ¥ 2 lakhs. The following
are the details pertaining to M/s Y & Co. -

Revenue expenditure incurred to earn FTS ¥ 3.50 lakhs
Expenditure wholly and exclusively connected with fixed place of profession in India (Out
| of the above amount) z 3 lakhs
‘ Amount paid by fixed place of profession to Head Office otherwise than towards
1 reimbursement of actual expenses (not included in above amounts) ¥ 1 lakhs
| Books of account maintained u/s 44AA Yes
' Books of account audited and audit report furnished with return of income Yes

What is the tax liability in India of M/s. X & Co. and M/s. Y & Co. for P.Y.2022-23 in respect of fees for technical
' services?

(a) ¥5,61,600and % 4,99,200 (b) %1,87,200 and ¥ 5,30,400

'(¢) %2,08,000and % 5,30,400 (d) 2,08,000and % 1,76,800

'ALtd., an Indian company, borrowed money from B Inc. in Country B, C Ltd. in Country C, D Inc. in Country
' D and E Ltd. in Country E, the details of which are given hereunder -

il Amount borrowed Interest paid in the Is it an Associated Enterprise
| Lender by A Ltd. P.Y.2022-23 of A Ltd.?
-, B Inc. ¥ 15 crores ¥ 1.50 crores Yes
| C Ltd. ¥ 25 crores ¥ 2.50 crores No
D Inc. ¥ 25 crores ¥ 2.50 crores Yes
i E Ltd. ¥ 15 crores ¥ 1.50 crores No

i B Inc. has provided guarantee of loan taken by A Ltd. from C Ltd. D Inc. has deposited £ 15 crores with E Ltd.
’iEarnings before Interest, Tax and Depreciation of A Ltd. for A.Y.2023-24 is ¥ 10 crores. What is the interest
'to be disallowed under section 94B for A.Y.2023-24?

|
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(a) T 1crore (b) =3 crores (i
(c) T4crores (d) T 5crores
—

Dt

M Ltd. and NA;Ltd. are Indian companies which have to pay interest of ¥ 2 lakhs and ¥ 1 lakh outside In\'dir -
to Mr. P, a non-resident, during the P.Y.2022-23 on rupee denominated bonds issued in January, 2019 . (3

. o & e an
April, 2019, respectively. Which of the following statements is correct relating to liability of M Ltd. andh(‘i
Ltd. to deduc_t_tax at source on sucpjrﬁeisi;g_yﬁtilgfq Mr P’A

(a) Both M Ltd. and N Ltd. do not have to deduct tax at source on such interest T
(b) Both M Ltd. and N Ltd. have to deduct tax at source @ 5.2%

(€)M Ltd. does not have to deduct tax at source but N Ltd. has to deduct tax at source @ 5.2% t;{
(d) N Ltd. does not have to deduct tax at source but M Ltd. has to deduct tax at source @ 5.2%
— LTransterPricing: S
g cases, willarm's length price be determined by considering the median oftiu I
dataset? I
| f . Does the price at which the transaction is undertaken ¥
Case Most Appropriate | No. of entries in 2 fall within th.e arm’s length range begi.nning fromthe ¢
3 Method | thedataset 35th percentile of the dataset and ending on the 65th |
‘ percentile of the dataset? W
I | CUP ‘ 5 - M
n | RPM ! 6 Yes &
o TNMM 7 Yes (:
v | Cost Plus 8 No
(a) TMandin (b) IandIv
() Onlylv (d) Onlyl

Which o

N
d

e r;:. ale =
f the following orders is not appealable before Commissioner (Appeals)? .
(@) Anorderof penalty under section 271B for failure to get accounts audited EZ
(b) Anorder made under section 163 treating the assessee as an agent of a non-resident =
(c) An order of assessment passed by the Assessing Officer in pursuance of directions of Dispute Resolutior
Panel

(d) An order made under section 201 deeming a person to be an assessee-in-default for non-deduction of tax at M
source

f

Ly

e Que. £ASsessment Procedurel iy
Which of the following statements are correct inrela

tion to the power of an income-tax authority to collect (
purposes of the Income-tax Act, 19612

-tax authority can enter the place of business of the assessee only after sunrise and before (

information which may be useful for the
(i) Theincome

sunset. .
(ii) The income-tax authority may enter the place of business only during the hours at which such P'ace“(
‘sopenforconductofbusiness, . ..ow.. . - - U -
E CABHANWAR BORANA S
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(i) The income-tax authority may impound and retain in his custody, for a period not exceeding 15 days,
books of account or other documents inspected by him. If he wishes to retain for a period exceeding
15 days, he has to take the prior approval of Principal Chief Commissioner or Chief Commissioner.

(iv) Theincome-tax authority can on no account remove or cause to be removed from the building or place
he has entered any books of account or other documents.

(&) (i) and (iii) (b} (1) and (iv)
() () and (i) ~ () (i) and (iv)

= | [Ens ez e
Mr. B has been holding 10% units in Real Estate Investment Trust, 7.5% units in Securitisation Trust and 5%

units in Investment Fund for more than 15 months. The following incomes were earned by the Trust/Fund
during the P.Y. 2022-23:

Particulars Investment Real Estate Securitisation
S - S | Fund(¥) | InvestmentTrust(¥) | Trust (¥)
Rental Income from directly held real estate P | 10,00,000 o -
property
_ Interest income from Special Purpose Vehicle - 8,00,000 -

Profit from Business 5,00,000 - 6,00,000
Other Income (not in the nature of dividend) 2,00,000 1,00,000 -
“Long-term capital loss (12,50,000) - -

| What would be the total income of Mr. B for P.Y. 2022-23, assuming 't-ﬁavt'e;part from share in above income,
' Mr. B had only long-term capital gains of ¥ 2,70,000?

(a) %4,42,500 " (b) ¥4,67,500
[(c)  T4,52,500 (d) ¥ 5,05,000

—

QUE: g 9. fEspecialiEatese
| Mr. Mahesh is found to be the owner of two gold chains of 50 gms each (value of which is ¥ 1,45,000 each)
' during the financial year ending 31.3.2023 which are not recorded in his books of account and he could not
! offer satisfactory explanation for the amount spent on acquiring these gold chains. As per section 115BBE,

Mr. Mahesh would be liable to pay tax of -

~(a) % 1,80,960 (b) %2,26,200
(c) %90,480 (d) ¥1,23,958

N e prony T — R s A e
Ques- 210 - : e - AQ VAN CET AN

3t Mr. Sarthak (a non-resident aged 65 years) is a retired person, earning rental income of £ 40,000 per month
from a property located in Mumbai in the P.Y.2022-23. He is residing in Germany. Apart from rental income,

~ he does not have any other source of income. Is he liable to pay advance tax in India? If not, why?

(i) Yes, heis liabie to pay advance tax in India

" (i) No, he is not liable to pay advance tax in India as his tax liability in India is less than ¥ 10,000

ct (iii) No, he is not liable to pay advance tax in India as he has no income chargeable under the head “Profits

and gains of business or profession”
€ (iv) No, he is not liable to pay advance tax, since he is of the age of 60 years or more during the P.Y. 2022-23

The correct answer is -

e
(a) oOnly (i)

N (b) Only (ii)

Z 1| Zeroinfy.in
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(d) (i), (iii) and (iv)

Ltd., a Fign Institutional Investor (FII), has total income comprising of only sr!ort-term capital gain
of ¥ 50 lakh on sale of listed equity shares and interest income referred under section 194LD of z 15 lakh

What is the tax liability of the FII for the P.Y. 2022-23?

(a) ¥8,58,000 (b) 78,58,000
(c) ¥15,75,000 (d) #18,72,000

e S———— —_—

o (U 112 I saticnilevy 8
ABC & Co. and PQR & Co. are two non-resident entities based in Country A and Country P, respectively, Both
the entities own and operate an electronic facility through which they effect online sale of organic products
manufactured by them. The details of their receipts from such sale during the P.Y.2022-23 are -

ABC & Co., PQR & Co,,
Country A Country p
(a) Receipts from sale of organic products to persons resident in India ¥ 138 lakhs | ¥ 126 lakhs
(b) Receipts from sale of organic products to persons resident in other parts
of the world ¥ 285 lakhs | 377 lakhs
Out of the sum mentioned in (b), the receipts from persons using internet
protocol address located in India ¥ 63 lakhs | ¥ 73 lakhs

Is equalisation levy attracted in the hands of ABC & Co. and PQR & Co., assuming that both the entities do
(a) Equalisation levy is attracted in the hands of both ABC & Co. and PQR & Co.

(b) No equalisation levy is attracted in the hands of either ABC & Co. and PQR & Co.
(c) Equalisation levy is attracted in the hands of ABC & Co. but not PQR & Co.

(d) Equalisation levy is attracted in the hands of PQR & Co. but not ABC & Co.

ey = R ——
ot 1 P

“Qued; ﬁ . PGB -
bzt platic):

amount of its turnover in the following manner -

Amount of turnover (¥) Mode of Receipt
70,00,000 Account payee cheques ( 5,00,000 received on 30.4.2023)
10,00,000 Cash (whole amount received during the P.Y. 2022-23)
15,00,000 Crossed cheques (whole amount received during the P.Y. 2022-23)
10,00,000 RTGS (¥ 2,00,000 received on 15.5.2023)

¥ 5,00,000 is not received by the firm till the due date of filing return of income for the current previous
year. The profits and gains as per the books of account maintained as per section 44AA is ¥ 6,80,000. What

would be the total income of the firm for A.Y.2023-24, if it wishes to make maximum tax savings without
getting its books of accounts audited?

(a) 77,34,000
(c) ¥7,20,000

(b) 6,80,000
(d) ¥6,90,000

—
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Mr. Ranveer, a non-resident, earned interest income of % 6,20,000 during the P.Y. 2022-23 on bonds, issued

by Tilt Ltd., an_Indian company, under a scheme notified by the Central Government, which were purchased
by him in foreign currency. Such interest is -

(a) Not taxable (b) Taxable @ 10.4%
(c) Taxable @15.6% (d) Taxable @ 20.8%

15 s
i

B

Tt e D e ek it e

X Ltd. is engaged in the business of letting out of properties. As per the memorandum of association of X
Ltd., letting out of properties is its main objective. The total income of X Ltd. comprises only of rental
income from the business of letting out of properties. Y Ltd. is engaged in the construction and sale of
properties, which is also its main objective as per its memorandum of association. Incidentally, it lets out

some properties which are held as stock-in-trade and earns rental income therefrom. Which of the
following statements is correct?

(a) Rental income from letting out of properties by X Ltd. and Y Ltd. is taxable under the head “Income from
house property”

(b) Rental income from letting out of properties by X Ltd. and Y Ltd. is taxable under the head “Profits and gains
of business or profession”

(¢) Rental income from letting out of properties by X Ltd. is taxable under the head “Income from house
property” and by Y Ltd. is taxable under the head “Profits and gains of business or profession”

(d) Rental income from letting out of properties by Y Ltd. is taxable under the head “Income from house
property” and X Ltd. is taxable under the head "Profits and gains of business or profession”

o ettt s
M/s. MNO is a firm liable to tax @ 36%. The following are the particulars
24:

Amount of turnover (%) F
(1) | As per the return of income furnished u/s 139(1) 40,00,000
(2) | Determined under section 143(1)(a) 50,00,000
(3) | Assessed under section 143(3) 65,00,000
(4) | Reassessed under section 147 85,00,000

Mr. N, a resident individual of the age of 58 years and a partner of the above firm, has not furnished his
return of income for A.Y.2023-24. However, his total income assessed in respect of such year under section
144 is T 15 lakh.

From the information given above, choose the most appropriate answer to the following questions -

(i) M/s. MNO is deemed to have under-reported its income since its:
1. income determined u/s 143(1)(a) exceeds its income deciared as per return of income furnished
u/s 139(1)

2. income assessed ufs 143(3) exceeds its income determined u/s 143(1)(a)
3. income reassessed u/s 147 exceeds its income assessed u/s 143(3)

The correct answer is -
(a) 1.and2.above (b) 1.and 3. above
(c) 2.and3.above (d) 1. 2.and3.above

(i)  Mr. N is deemed to have under-reported his income since:

A amwa —————
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1. Heis a partner of a firm which has under-reported its income

2. He has not filed his return of income ble to tax
3. His assessed income exceeds the maximum amount not chargeable to

The correct answer is -
(a) 1.and 2. above (b) 1.and 3. above
(c) 2.and3.above (d) 1., 2.and 3. above

(iii)  Assuming that the underreporting of income is not on account of misreporting and none of the
additions or disallowances made in assessment qualifies u/s 270A(6), penalty leviable on M/s. MNo
u/s 270A at the time of assessment would be:
(a) ¥3,12,000 (b) #1,56,000
(c) =4,68,000 (d) =2,34,000 ——
(iv)  Assuming that the underreporting of income is on account of misreporting, penalty leviable on M/s.
MNO under section 270A at the time of reassessment would be:
(@) ¥3,12,000 (b) ¥2,34,000
(c) %12,48,000 (d) #6,24,000

e

——

(v)  Assumingthatthe under-reporting of income is not on account of misreporting, the under-reported
income of Mr. N and penalty leviable on Mr. N u/s 270A would be:

(@) Under-reported income # 15,00,000; penalty ¥ 2,34,000
(b) Under-reported income % 12,50,000; penalty ¥ 97,500

(c) Under-reported income # 15,00,000; penalty ¥ 1,36,500
(d) Under-reported income % 12,50,000; penalty ¥ 1,36,500

——
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An investment fund (Investment Fund I) incorporated in India in the form of a LLP has 35 unit holders each
holding 2 units.

The particulars of income of Investment Fund I for the P.Y.2022-23 is as follows:

(i) Businessincome - ¥ 14 lakh;
(ii) Long-term capital gains - ¥ 21lakhs; and
(iii) Income from other sources - ¥7lakhs.

Another investment fund (Investment Fund II) incorporated in India in the form of a company has 50 unit
holders each holding 4 units. All unit holders have held the units for a period of more than a year.
The particulars of income of Investment Fund II for the P.Y.2022-23 is as follows:

(i) Business loss - (¥101lakh);
(ii) Long-term capital losses - (% 20lakhs); and
(iii) Income from other sources - z¢ lakhs,

From the information given abovsg_c_*tf‘?_ﬁﬁﬂ‘i!“_‘ﬁt_aﬁmf_@_te answer to the following questions - _
(i) With respect to income of Investment Fund I for the P.Y.2022-23 - A

(a) 742 lakhs is taxable in the hands of the investment fund

(b) %1,20,000 is taxable in the hands of each unit holder

(c) %21 lakh is taxable in the hands of the in
holder

(d) z141lakhis taxable in the hands of the i
holder

vestment fund; # 60,000 is taxable in the hands of each unit

nvestment fund; ¥ 80,000 is taxable in the hands of each unit
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, (i) What is the applicable rate of tax on the component(s) of income of Investment Fund I for the
‘ P.Y.2022-23 in the hands of Investment Fund I? )

(a) The entire income of ¥ 42 lakhs is taxable@30% (plus cess@4%)
(b) N.A., since Investment Fund [ enjoys pass through status for all its income components

(c) Long-term capital gains is taxable @ 20% (plus cess @ 4%) and other income @ 30% (plus cess @ 4%)
~ (d) Businessincome of ¥ 14 lakhs is taxable @ 30% (plus cess @ 4%) '

(iii) Wlth respect to income of Investment Fund II for the P.Y.2022-23-
1 (a) Income of ¥ 6 lakhs from other sources is taxable in the hands of the inves
¥ 30 lakh can be carried forward by the investment fund
(b) Losses of ¥ 24 lakh, arrived at after set-off of business loss against income from other sources, can
be carried forward by the investment fund
(c) Business loss of ¥ 4 lakh can be carried forward by the investment fund; capital loss o
be carried forward by each unit holder

| (d) Business loss of ¥ 10 lakh can be carried forward by the investment fund; Income of ¥ 12,00
other sources is taxable in the hands of each unit holder and long-term capital loss of ¥ 40,000 can

be carried forward by each unit holder

tmle'nt fund and losses of

f # 40,000 can

0 from

i (iv)  If, in the P.Y.2023-24, Investment Fund II has business income of 7 15 lakh and long-term capital

gains of ¥ 25 lakhs, then, its total income for A.Y.2024-25 would be -
(a) 5lakhs (b) %10 lakhs
(¢) #11lakhs (d) %36 lakhs

0L .-73 k ‘R J - E; wiul-u\it _
Mr. ‘Ram is carrying on business of trading in furniture, the annual turnover from which is around¥70to ¥
80 lakhs. His brother, Mr. Shyam, is carrying on business of wholesale trading in food grains and his annual
turnover is around 3 crores. Mr. Shyam also exports food grains to South East Asian countries directly as
well as through his associates. The following are the particulars relating to Mr. Ram and Mr. Shyam from

A.Y.2019-20 to A.Y.2022-23 -

Mr. Ram
(i) Filed return of A.Y.2019-20 on 30. 4.2021 in response to notice under section 1438 served on 20.3.2021

(ii) Filed return of A.Y.2020-21 on 12.9.2020

(i) Filed return of A.Y.2021-22 on 25.9.2021

(iv) Filed return of A.Y.2022-23 on 30.9.2022

Mr. Shyam

(i) Filed return of A.Y.2019-20 on 30.4.2021 in response

" (ii) Filed return of A.Y.2020-21 on 30.9.2020
Assessing Officer made a reference to the Trans
during the course of proceeding for assessment o
an order on 4.8.2021.

(iii) Filed return of A.Y.2021-22 on 1.10. 2021

(iv) Filed return of A.Y.2022-23 on 30.9.2022

| From the information given above, ch choose the most appropriate answ

(i) What is the time limit available to the Assessing Officer for completion of assessment of Mr. Ram
and Mr. Shyam for A.Y.2019-20?
“ (a) 31.3.2022in both cases
(c) 31.12.2021 and 31.3.2023, respectively

;“:CA FINAL» DT |—1{— - CA'BHAN Wl‘ﬂu?ﬂlm__i_
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to notice under section 148 served on 9.4.2021

fer Pricing Officer on 2.4.2021 under section 92CA(1)
f A.Y.2020-21 and the Transfer Pricing Officer passed

er to the following questions -

(b) 31.3.2022 and 31.12.2022, respectively
(d) 31.3.2022 and 31.3.2023, respectively




(i) What Is the time limit avallable to the Assessing Officer for cnmplr:tmn of assessment hy passing
order under section 143 for A.Y.2020-21 for Mr. Ram and Mr. Shyam?
(@) 20.9.2022 in both cases (b) 31.3.2022 and 31.3.2023, respectively
(€) 3092022 and 30.9.2023, tespectively (d) 31.12.2022 and 31.12.2023, respectively

(ht) What is the time limit available to the Assessing Officer for completion of assessmient of Mr. Ram by
passing order under section 143 for AY.2021-22 and A.Y.2022-237
(a) 31122022 and 31.12.2023, respectively (b) 31.12.2022 and 31.3.2024, respectively
(€) 3132023 and 31.12.2023, respectively (d) 31.3.2023 and 31.3.2024, |_os;_3f_‘-c_15\/j:;!;f

(iv) Assuming that Mr, Ram and Mr. Shyam have business losses pertaining to A.Y.2022-23, can they carry

forward such loss for set-off against the business income of A.Y.2023-247

(a)  Yes, both Mr, Ram and Mr. Shyam can carry forward their business losses of AY.2022-23 for set-of
agamst the business income of AY.2023-24

(b)  Mr. Ram can canry forward business losses of A.Y.2022-23 for set-off against his business income of
ANX. 202324 however, Mr, Shyam cannot do so

(€)  Mr. Shyam can carry forward business losses of A.Y.2022-23 for set-off against his business incoms
ot AY.2023:24; however, Mr, Ram cannot do so

(d) No. both Mr. Ram and Mr. Shyam cannot carry forward their business losses of A.Y.2022-23 for set-
off against the business income of A.Y.2023-24

Mr. Bis an interior decorator by profession. He also delivers online lectures on interior decoration via an e-
commerce platform - Indeco Academy. The relevant information from Mr. B's Indeco Academy accountis
given hereunder:

Date of Credit of services to accounE olr‘iMir.- B Date of Payment to Mr. B ] Value of Se_rvices Pr_ovided (z)

31.05.2022 10.06.2022 ! 2,00,000
31.10.2022 10.10.2022 ‘ 1,50,000
31.03.2023 10.04.2023 | 1,40,000

In addition to the nbove_.' Mr. B received ¥ 20,000 on 18.02.2023 directly from a student instead of-:hrough
the Indeco Academy payment portal. Mr. B has not furnished his PAN or Aadhar number to Indeco Academy
but has furnished his driving license for KYC requirements.

On 05.05.2022, Mr. B provided interior decorating services to Mr. N in Mumbai having business turnover of
¥ 1.2 crores during P.Y, 2021-22 for his office premises as well as residential premises, the consideration for
which was ¥ 40,000 and ¥ 60,000, respectively. Mr. B has provided his PAN details to Mr. N for invoicing
purpose.

Mr. B's gross receipts from interior decoration profession (excluding fees for online lectures) from clients
in India (including Mr. N) in total In the P.Y.2022-23 is ¥ 40 lakhs.

Further, ¥ 1,10,000 is payable by Mr. B to Tumble LLC - a social networking website having no office in India
and ¢ 1,05,000 to Doodle Inc., USA, for giving online advertisements for the purpose of attracting foreign
clients. Though Doodle Inc., USA, has an office in India, the said office is involved in providing designing
services and nothing in relation to online advertisements. Fortunately, Mr. B got one client based in
Country A (with which India does not have a DTAA) from whom he received ¥ 3,50,000 as net income after
deduction of v 50,000 as foreign tax.

Profits of Mr. B computed as per books of account maintained under section 44AA is ¢ 24 lakhs. He has.
however, not got his books of account audited.
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_From the information given above, choose the most appropriate answer to the following questions -

(i) Is Indeco Academy required to deduct tax at source on amount received/receivable by Mr. B? If so,
what is the amount of tax to be deducted?

(a) No taxisrequired to be deducted at source (b) Yes; #5100

(c) VYes; 25,500 (d) VYes; 1,02,000
(ii) Is Mr. N required to deduct tax at source under section 194)? If so, what is the amount of tax to be
deducted?

(a) No taxis required to be deducted at source u/s 194)
(b) Yes; ¥ 1,000
(c) Yes; T 4,000
(d) Yes; 10,000
(iii)  Is Mr. N required to deduct tax at source under section 194M? If so, what is the amount of tax to be
deducted?
(a) No taxis required to be deducted at source u/s 194M
(b) Yes; 600
(c) Yes;¥1,20C
(d) Yes; 3,000
(iv)  Is Mr.Brequired to deduct equalisation levy on the amounts payable to Tumble LLC or Doodle Inc.?
If so, what is the amount of levy to be deducted?
(a) No; there is no requirement to deduct equalisation levy from the amount payable to either Tumble

LLC or Doodle Inc.
(b) Yes; 6,600 to be deducted on the amount payable to Tumble LLC; No deduction’is, however, required

on the amount payable to Doodle Inc.
(c) Yes; T 6,300 to be deducted on amount payable to Doodle Inc; No deduction is required on the

amount payable to Tumble LLC.
(d) Yes; % 6,600 to deducted on the amount payable to Tumble LLC and ¥ 6,300 to be deducted on the

amount payable to Doodle Inc.
(v) What is Mr. B’s gross income-tax liability for the P.Y.2022-23, assuming that he does not exercise
option u/s 115BAC?

(a) %5,70,960 (b) %4,91,400
(c) %5,08,560 (d) 5,553,800
B e g 20 R

On 1.4.2022, UI Ltd., an Indian company, borrowed % 50 crores@ 9.5% p.a. from M Inc., a US entity, thereby
increasing its total borrowings to ¥ 65 crores. The said loan is guaranteed by H Inc., another US entity. The
place of effective management of both M Inc. and H Inc. is in the USA. The total assets of UI Ltd. is ¥ 180

crores.
UI Ltd. imported turbo equipment worth # 30 crores from H Inc. Import duty of ¥ 4.50 crores on the same
was paid by UI Ltd. The equipment was sold to T Ltd. for £ 40 crores. Normal GP margin of UL Ltd. in similar

uncontrolled transaction is 20%.
was ¥ 8 crores after debiting interest of ¥ 6 crores (out of which ¥ 1.25

Net profit of UI Ltd. of A.Y.2023-24
crores interest pertaining to local borrowings), depreciation of ¥ 2.5 crores and income tax of ¥ 1.5 crores.
iate answer to the following questions -

_From the informationﬁgi\ff_-nva_b_pvq,#cp_qose the most appropri
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(1) What is the amount of interest to be allowed in the computation of total income of UI Ltd. forﬂA:y_

2023-24, if for A.Y. 2022-23 there was an interest expenditure disallowed to the extent of 7 4 Crores
under section 94B?

(@) = 6.65,00,000 (b) 7 4,75,00,000
(c) = 6.00,00,000 (d) = 3,65,00,000 7
(i) The transfer pricing adjustment for the arm’s length purchase price to be made in the computation

of total income of UI Ltd. for A.Y. 2023-24 would be -
(a) ¥ 3,00,00,000
(b) = 2,50,00,000
(c) ¥ 2,00,00,000

(d) No adjustment is rec uired, since transfer pricin adjustrment cannot result in reduction of income
L L b ! ! ,L,,,“__ﬁ__*\__ — = = —>- N Fecuction of income_

(iii) If UI Ltd. repatriated the excess money on 31.03.2024, what will be the interest income that would
be added to its total income of A.Y. 2024-25, if SBI's one-year marginal of lending rate is 11.259, on
1.4.2023 and 10.25% on 1.4.2023? Assume that UI Ltd. suo motu made the primary adjustment in its
books of account and filed its return for A.Y.2023-24 on 30.11.2023.

(a) =12,01,712 (b) %11,18,836
(c) = 9.32,363 ) e (d) =8,49,486 =
(iv) If UI Ltd. decides not to ;é;)étriate the excess money and instead, payrgt?di—ti;r:al income-tax on the
entire excess money, then, what would be the additional income-tax payablie?
(a) =z 62,89,920 (b) = 52,41,600
() ¥41,93,280 B - (d) =53,87,200 o B o
(\;) IFUI Lta.zecldes—to pay additional income-tax on the entire excess money on 15.03.2024, should

1.4.2024 -

(a) No, since it has paid additional income-tax on the entire excess money in the P.Y.2023-24
(b) Yes; ¥9,70,890
(c) Yes; ¥ 10,42,808
(d) Yes; z8,09,075

(vi) Irlr:aa*c:ﬁ—tion ;:o‘the facts given in the case scenario, assuming that -

1. on 23.08.2022, UI Ltd. has entered into an agreement for sale of turbo equipment with Y Ltd., an
Indian company not related to UI Ltd;

2. Y Ltd. had already entered into an agreement on 21.8.2022 for the sale of the same goods to K
Inc. (unrelated to Y Ltd.), a UK entity whose place of effective managementis also in the UK: and
3. UI Ltd. holds shares carrying 28% voting power in K Inc.

Which of the following are associated enterprise/deemed associated enterprise of UX Ltd.?
(a) HInc.and KInc. (b) M Inc. and K Inc.
(c) HInc., KInc. and Y Ltd. (d) ™ Inc., H Inc. and K Inc.
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Penalty of T 36,400 leviable in the hands of Mr. Ganesh; No penalty leviable in the hands of Mr. Rajesh
¢ 2,08,000 and T 5,30,400

yhaores

M Ltd. does not have to deduct tax at source but N Ltd. has to deduct tax at source@5.2%

Only IV

An order of assessment passed by the Assessing Officer in pursuance of directions of Dispute Resolution Panel
(i) and (iv)

T 4,42,500

T 2,26,200

Only (i)

¥ 8,58,000

Equalisation levy is attracted in the hands of ABC & Co. but not PQR & Co.

¥ 7,20,000

Taxable @10.4%

Rental income from letting out of properties by Y Ltd. is taxable under the head “Income from house property” and X Ltd.

is taxable under the head “Profits and gains of business or profession”

(2) and (3) above (iii) (d) =2,34,000

(2) and (3) above (iv) (c) #12,48,000

Under-reported income ¥ 12,50,000; penalty ¥ 1,36,500

¥ 14 lakh is taxable in the hands of the investment fund; % 80,000 is taxable in the hands of each unit holder

Business income of 14 lakhs Is taxable@30% (plus cess@4%)

Business loss of ¥ 4 lakh can be carried forward by the investment fund; capital loss of Z 40,000 can be carried forward by
each unit holder

z 11 lakh

31.3.2022 and 31.3.2023, respectively (iii) (c) 31.3.2023 and 31.12.2023, respectively

31.3.2022 and 31.3.2023, respectively

Mr. Shyam can carry forward business losses of A.Y.2022-23 for set-off against his business income of A.Y.2023-24; however,
Mr. Ram cannot do so

Yes; ¥ 25,500 ’ (iii) (a) Notaxisrequired to be deducted at source u/fs 194M

Yes; ¥ 4,000

% 6,600 to deducted on the amount payable to Tumble LLC and ¥ 6,300 to be deducted on the amount payable to Doodle
Inc.

¥ 5,70,960

% 6,65,00,000 (iv) (b) ¥52,41,600

¥ 2,50,00,000 (v) (c) Yes; 71042808

7 12,01,712 (vi) (c) HInc,KInc.andY Ltd.

(iii)
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PQLtd. is a_c:mi.a:* ' having two units - Unit P carriss on specified business of setting up and operating

warshousing facility for storage of agricultural produce and Unit Q carries on business of setting up and
operating warchousing r storage of adible oil. Unit P commenced operations on 1.4.2021 and
claimed deduction of T in April. 2021 on purchase of two buildings for £ 70 lakhs and £ 50
lakhs (for operating warehousing facility for storage of agricultural produce) under section 35AD for
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AY.2022-23. Howsver, in March 2023 Unit P transferrad its building costing ¥ 70 lakhs to Unit Q. What are
the tax implications of such transfer in the hands of PQ Led.?

() ¥ 701akhs would be deemad as business incoms in the hands of PQ Ltd. for AY.2023-24,

(i) = &3 Iakhs would be deemad as business incoms in the hands of PQ Ltd. for A.Y.2023-24.

(i) Actual cost of building for computing depreciation for P.Y.2022-23 would be ¥ 70 lakhs.

(iv) Actual cost of building for computing depreciation for P.Y.2022-23 would be ¥ 63 lakhs.

Which of the above statements are correct?

(a) (1) and (i) above (B) () and (iv) abova
(c) (i) anc (@) above (d) () and (iv) abova

e . bedetons)

XYZ Ltd. engagad in the business of manufacturs of steel, claimed deduction under section 80-1B on the
profits and gains of business, which included transport subsidy, interest subsidy and power subsidy
recsived from the Government and duty drawback receipts. XYZ Ltd. contended that all the above receipts
are profits derived from the business of the industrial undertaking and are hence, eligible for deduction
under section 80-IB. Is the contention of XYZ Ltd. correct?

(3) Yes: vanscom sunsidv, incerest subsidy, power subsidy angd duty drawback are profits derived from the
business of the industr: lundartaling and hance, & 19ible Yor daduction u/s 80-1B
(b) No: none of the above receipts can ba trearad as profits “derived” from the business of the industrial
underialing and hance, daduction ujs SIS cannot be claimad N raspact of any such receipt
(c) No: rransport subsidy, interest subsidy and power subsidy received from Government are profits derived
he ha industrial undartaling and hanee, 2ligible for deduction u /s 80-1B. However, duty
™

usinass of the in
drawbacks belong o the category of andllary profits and hance, daduction u/s 80-18 cannot be claimed in
respect of such recsipt
(d) No; ransport subsidy, interest subsidy and power subsidy received from Government are ancillary profits
and hence, daduction u/s S-S cannot be daimad inrespact of such receipts, However, duty drawbacks are
prefits derived from the business of the industrial undertaking and hence, deduction u‘/s 80-1B can be
daimad in respact of such receipt

e ———— S

A REIT has distributed ¥ 2 crore to its unitholders, which comprises of -

(i) Rentalincome from real estate property directly held by it 80 lakhs
(ii) Interestincome from special purpose vehicle ¥ 50 lakhs

(iii) Dividend income from special purpose vehicle ¥ 40 lakhs

(iv) Capital gains on disposal of assets ¥ 30 lakhs

B Svanconus - S Zi| Zeroinfy,in




