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ELECTIVE PAPER 6C: INTERNATIONAL TAXATION 

 

CASE STUDY - 4 

Mr. Arjun Batra, a resident Indian, aged 58, has business interests in India and in some other foreign 

nations also. The Finance Manager has sent a mail, furnishing details of income earned in India and 

outside India during the P.Y. 2018-19.  

Income earned in foreign nations  

Arjun has derived income from two other nations E and F, with which India does not have DTAA.  

The particulars of income earned in the two nations E and F are as under:  

Particulars of Income (Rs. in lakhs) 

E F 

Gross rental receipts from commercial property  2 3 

Share income from Partnership firm (loss)  -1 -1.5 

Business income 2.2 3.3 

STCG from sale of vacant site on 1.11.2018  15 Nil 

Agricultural Income  1.2 1.8 

Income earned in India 

Particulars (Rs. in lakhs) 

Business income 1.5 

Long-term capital gains on sale of residential house in Mumbai on 1.3.2019  45 

Agricultural income from lands in Bengaluru 3.2 

The Manager (Finance) has informed that following investments were made in India during the year ended 

31-3-2019: 

Particulars of Income (Rs. In lakhs) 

Purchase of residential house at Jaipur on 22-3-2019 in wife’s name 37 

Contribution to PPF 1.50 

Income-tax rate structure:  

Country E 

(Rs.) Tax rate 

Upto Rs.3 lakhs Nil 

Rs.3 to Rs.6 lakhs 15% 

Above Rs.6 lakhs 22% 

Country F 

Flat 27% without any basic exemption limit.  

Tax treatment/ concessions in other nations  

(i)   No statutory allowance/deduction in respect of house property income in Country E as well as Country F.  

(ii)   Loss from firm can be set off against other business income in Country F only.  

(iii)  Agricultural income is exempt in Country E only. 
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A Search is conducted by the Income-tax department in India in the premises of Mr. Arjun Batra on 

30.4.2019 and it has come to the notice of the department that Mr. Arjun Batra has earned income to the 

tune of Rs.5 lakhs in country E during the previous year 2017-18. 

Further, Income-tax department noticed the existence of undisclosed gold jewellery which was purchased 

on 21-4-2017. Neither this income, nor the asset in question, has any bearing to income chargeable under 

the provisions of the Income-tax Act, 1961. 

The jewellery had been purchased for Rs.4.2 lakhs. Its value as per report of Valuer recognized by the 

Government is Rs.5.2 lakhs as on 1-4-2019 and Rs.5.3 lakhs as on 30-4-2019.  

I. MULTIPLE CHOICE QUESTIONS 

Write the most appropriate option to each of the following questions by choosing one of the four 

options given. Each question carries two marks.   

1.  Any term used in a DTAA with a foreign country and not defined in the agreement or the Act but 

assigned a meaning in the notification issued by the Central Government in the Official Gazette, shall 

have the meaning assigned in such notification and shall be effective from the - 

(a)  Date on which the said DTAA came into force 

(b)  Date on which the said notification became effective 

(c)  Date on which the said notification published in the Official Gazette  

(d)  Date on which the said DTAA entered  

2. In case of conflict between the provisions of the DTAA and the Income-tax Act, 1961, then,  

(a) The provisions of the Act will always prevail over the DTAA. 

(b)  The provisions of the DTAA will always prevail over the Act.  

(c)   The provisions of the Act will apply to the extent they are more beneficial to the assessee  

(d)  The issue will be resolved by mutual consent of the Contracting States 

3.   Where a person derives income from a nation with which India does not have a DTAA, such person is 

given credit in India in the following manner: 

(a)  Entire tax paid in the foreign country is allowed as deduction.  

(b)  Tax paid in the foreign country on income which is doubly taxed, is allowed as deduction. 

(c)  Tax paid on income which is doubly taxed, is allowed as deduction, at the Indian rate of tax only.  

(d)  Tax paid on income which is doubly taxed, is allowed as deduction, at the Indian rate of tax or 

rate of tax of the foreign country, whichever is lower.  

4.   Let us say Arjun has earned income from house property in Country X which is taxable under the 

domestic tax laws of Country X.  Such income is also taxable in the hands of Arjun in India, since he  is 

resident in India.  Assume that the DTAA between India and Country X provides for taxation of such 

income in the source state only. In this situation, 

(a)  Such income is exempt in India by virtue of the DTAA between India and Country X  

(b)  Such income will be exempt in India, provided that Arjun obtains a Tax Residency Certificate 

from the Government of Country X.  

(c)  Such income is taxable in India, since Arjun is resident in India.  

(d) Such income is taxable in India, since the Income-tax Act, 1961 does not provide for exemption 

of income from house property outside India. 

5.   Assume that Arjun has earned an income of Rs.4 lakhs by way of lump sum consideration for 

copyright of book from a publisher in Country Y, with which India does not have a DTAA. The same 
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has been taxed at a flat rate of 5% in Country Y. In India, his gross total income is Rs.7 lakhs. The 

double taxation relief available is  

(a) Rs.20,000  

(b) Rs.5,000  

(c) Rs.7,800  

(d) Rs.1,950 

6.  Assume that Arjun had acquired a factory building in Country Z for Rs.24 lakhs on 21-3-2016, for 

which Rs.18 lakhs was invested from explained sources which had suffered tax in India. This asset 

comes to the knowledge of the Assessing Officer on 20-5-2018. The market value of the asset as on 

1-4-2018 is Rs.40 lakhs. The value of undisclosed foreign asset as per Black Money (Undisclosed 

Foreign Income and Assets) and Imposition of Tax Act, 2015 (BM Act) is  

(a)   Rs.40 lakhs 

(b)   Rs.22 lakhs  

(c)   Rs.10 lakhs  

(d)   Rs.6 lakhs  

7.  Continuing the facts of MCQ 6., assume that the Assessing Officer has issued the notice under BM Act 

on 30-5-2019. The time limit for completion of assessment under the BM Act is  

(a)   31-3-2022 

(b)   30-5-2021 

(c)   31-3-2023  

(d)   30-5-2022  

8.  Taxes on income and on capital imposed on behalf of a Contracting State or of its political 

subdivisions or local authorities, irrespective of the manner in which they are levied, are covered in the 

following Model Convention(s):  

(a)  only in the OECD Model Convention 

(b)  only in the UN Model Convention 

(c)  Neither (a) nor (b)  

(d)  Both (a) and (b)  

9.   In the tax treaties based on OECD and UN Model Tax Conventions, where capital gains arises on 

alienation of an immovable property, such gains derived - 

(a) Will always be taxed only in the place of residence of the taxpayer;  

(b) Will always be taxed only in the place of location of the immovable property;  

(c)  Can be taxed in both States and appropriate relief allowed as per the terms of the DTAA in the 

place of residence;  

(d)  None of the above. 

10. A separate article on “Independent Personal Services” is present – 

(a)   Only in the OECD Model Convention 

(b)  Only in the UN Model Convention 

(c) Neither in the OECD Model Convention nor in UN Model Convention 

(d) Both in the OECD and UN Model Conventions   
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II.  DESCRIPTIVE QUESTIONS 

1.  Ascertain the income-tax liability of Mr. Arjun Batra for the assessment year 2019-20.         (20 marks) 

2. In respect of the foreign income and foreign asset unearthed by the Income-tax department during the 

search on 30-4-2019, are there any tax implications in the hands of Mr. Arjun in India under the Black 

Money (Undisclosed Foreign Income and Assets) and Imposition of Tax Act, 2015 (BM Act)? If so, in 

what year will the impugned items be taxed and what is the rate of tax? Compute the amount of tax on 

such items.                (10 Marks) 

© The Institute of Chartered Accountants of India




