| INTERMEDIATE (IPC) O ONOV 205
CROUNO. oo GROUP 1 - PAPER4 |

| S T TAXATION -
" “Total No. of Questions — 7 S Total No. of Printed Pages — 16

Time Allowed —3 Hours o - Maximum Marks — 100
~Answers to questions are to be given only in English except in the case of candidates

who have opted for Hindi Me_diu:‘n. Ifa cand_idate has not dpted for Hindi medium,

hi,_s/herl ans_wérs in Hindi will not be valued.
Question No. 1 is compulsory.

Candidates are also required to answer any five questions from the remaining six

questions.
Wherever necessary suitable assumptions may be made and disclosed by way of note. .
Working notes shouid form part of the respective answers.

_' All questions pertaining to Incomie Tax relate to Assessment-Yecar 2015-16, unless stated

~ otherwise in the questions. -

l Mark_?._
n | 1 (@) Mrs Ann 'pﬁb;iidéé tﬁé‘ffb‘llowing 'infdrmél_tion for the :Fiﬁancial. year. o 10°
s ending 31-3-2015. Compute her total income and tax payable thereon

for.AY‘ '2"(:-)'1'-5_—‘20'1'6 'as‘?-ﬁéf’ilncome Tgk‘ Act 1961. .
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ERS S Marks

Incom-‘e'/ Receipts :

(l) Salary from M/s. Promlnent Technologles —< 60,000 per month

| (Jorned from 1* March, 2014)
(2) She-is in receipt of HRA ?' lSI 000 per 'month and also
educational allowance of ? 1 500 per month for all the three of

_her chrldren

(3) She bought a truck on 01-08-2014 and has been letting it on hire.
' She does not maintain books of aceount for this business. But
_- she declares for 1ncome tax purpose that she is earning' net

i 1ncome of ? 11 000 per month from this busmess
~(4). She received T 8?5_()0 as in_terest on Post Ofﬁce Sa.vings Bank
_rA*cc-'oun't. Ny R |

| (5) She received? 25,00:0 as i_nterest-frotn;_Cohlpany DepoSits;‘ o

| (6) 'Amounts w1thdrawn from Natlonal Savmgs Scheme (Prrnc1pal |
. 210, OOO&Interest?.?S 5.000) o o
.-EXpenses/ Payments s -I

_ .(1_) | lhterest :.payable; to bank ?' 1,000 p_e__r _.:mo-'n'th' oh loan:.'lforl' the -'

- purchase of truck.

v . " ERS
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(3) _
ERS : - Marks _.
(2) Total interest ‘paid to bank for loan borrowed for inveatihg 1n
- company d'eposit's“ is T 5,000.
(3) Rent paid for residence is % 18,000 per month.
(&) "l“uitio’n fees paid for the year 2014-15. for her three children is
e 4 50,00.0, < 30,000 arld < 20,000 reelié‘ctivcly, to cducational |
| institution situated in Inclia. o
| 4(5) Medical insurauce'l')rerrﬁmu for her and for her husband is
; 4 30,000. (paid by chequel and ¥ 25,000 (paid_ by: cash)
re'spiectively. : | | | | |
(6) -She has deposited during the year,l. in 5 year l'lost f.-'ofﬁce

- "Recurring Deposit Scheme ¥ 20,000.

(b) - 'Compute- Service tax liability of Mr"' Dominic, ‘a selling agent of 6-l
| lottery for the month of July 2014, using the followmg deta1ls |

(1) Lucky Star-a Jackpot orgamzed for Kerala

N

Govemment where guaranteed Prize payout is - S80%
o Aggregate face value of lottery tlckets sold | ?_"37,00,000

.(‘ii) : Maglc Wmner - Another Jackpot orgamzed for B

' Kerala ‘Gove_r_mnent where guaranteed Prize .

" payout is o I ‘_ ; | o _S‘SO%. |
Aggregate face value of lottery tickets sold 2 55,00,000
| ERS. 1 . PTO
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(4) |
ERS ‘ Marks
(iii) Commission received from the sale of abb‘ve, tickets, was lO% of |
- aggregate face value of lottery tickets sold.
W-il.lr'there be any difference in the ‘Service Tax liability . of
Mr. Dominic, if he opts for ‘special proy)iSi_on of Service Tax, as
_ provided under rule 6 of Service Tax Rules, 1994 instead of paying :

;

Service Tax at normal rates 7

(<) ThetotalCST sales of ‘X" Ltd. for Ehe_ Financial Year 2{}'1';4§15"_zi're y o
7 75 lakhs. Co}mpany.prdvides:thé following additiohal information :
(i), Goods sold to Mr. A for T 1,00,000 on 16-04-2014, were

. returned by him on 10-07-2014.
| (iij " A buyer Mr. B, to whom goods worth T 50,000 were dispatched
" on 12-05-2014 _re,je'ct-ed ‘such goods. The .s'a'_i"d goods ™ were
received back on 1'5-‘1'1—,2{‘}14. .
(iii) Goods sold to Mr. C for 5,00,000 on 16-06-2014 were refumed:

" byhimon12:03-2015.
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(iv) *The total turnover of the year in_clhdes Dharmada ¥ 30,000.'
(v) All the amounts mentioned are inclusive of tax.

_ Det_ermine' the amount of taxable turnover and tax liability of ‘X’ Ltd.
und_er‘ CST Act, assuming all transactions were covered byfxyalid

C forms and VAT rate within the state is 5%.

2. (a) Mr. Soham, an Indian' Citizen left India on 20-04-2012 for the first  §
| ' time tc setup a software firm in Singapore. OntO—'04~2:014, he_ entered
_intoA-.aIn agr’eemerlt with LK Limtted, an I_nd_ian Company for the .. _
3 transt:"er; of technical decutrlents and designs to setup:- an automdbile
factory in F-aridebad'.- He reached India along with -hi"‘s‘t'eam to rendei
:__.t.rl'te"requi_site_. _se_rjvi_ces on 15-05-2014 and was able to complete his _‘
._;igssig’t}r;re_nt_er_,",ZO-,.O,&-2'01l4._ He- left for Singapore on 21-.08-2__9-14. He

charged 50 Lakhs for his ser'v_'ices from LK. Li_lhited._

. Determme the re51dent1al status of Mr Soham for the Assessment
Year 2015 2016 and explam as to the taxablhty of the fees charged :

frorn LK Ltrmted as per the Income Tax Act 1961

ERS ~  PTO.
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(6) | |
‘ERS - : Marks
(b) D& Company is engaged in the sales of spaces for advertisements in 5

dlfferent medlas It furmshes the following information for the quarter

ending 3 1‘—12~2014.

Amount (3) )
(i) Sales of space for advertisement in Zee TV . 25,00,000 .
- '(ii) | Sale of space for advertisement in {(arious 12,00,000

websites

(iii) Sal.e df‘-space for advertisement in t)NA .5,50,000 |
Negvspaper |

(i\t) Salea of space for advertisement in various 32,00,000

multiplexes

D &' Czjmp,any “also assist it’s 'cllients in the preparation of
. advert-iselnen_t_ .for' which i_tjea’rned"{ 8;50,-00,0 during the said quarter.
-Invou:es were 1ssued w1ﬂ11n 30 days of completlon of service and the

| payment was recelved in the month of Ja anuary, 2015.
_Compute the service tax liabil'ity @ 12.36%' for the quarter ending
31- 12-2014 assuming the a'deVe mehtioned amounts are exelns‘ive of
service tax.

ERS
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(c) Mr. Mahesh of Kolkata purchased goods from Mr. Suresh of _Assélm 3

arhounting o2 8,55',000 including VAT @ 12.50% in the month of
~ January, 2015. He incurred -?iiS0,000 as manufacturing & other

expenses and added @ 25% profit on cost.

Mr. Mahesh sold 80% of the ‘goods to Mr. Nayan of Kolkata and -
- charged VAT @ 12.50% on 0-2—02-20-15‘. Remaining 20% of the .gbods

were transferred to his branch in Manipﬁr--on_ 05-02-2015. -

Co_mpute the net VAT paYable' and input tax credit, if any'for_'.t.he‘

* month of February 2015.

3. (@) Mr. Martin solld' his résidehtial_ house property on 08-06-2014 for 8

: 70 lakhs which was _ﬁu'rchased by_h'u:_h for 20 lakhs on _05,-0'5‘-_2‘-0‘05_.2‘ :

- He paid ¥ 1 l_akh'-a's'b.r'bkerage for the sale of said property. The stamp

© duty valuation assessed by sub registrar was ¥ 80 lakhs.
N Hc- bought another house property on 25-12-2014 for 15 lakhs.

*He deposited 10 Jakhs on 10-11:2014 i the capital gain bond of
* National Highway Authority of India (NHAI).

ERS  PTO.
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(8)
ERS Marks
He deposited. another 10 lakhs on 10-07-2015 in the capital gain '

7 deposit scheme with SBI for construction of additional floor of house

property.

| Compute incc;ime-under the head “Capita] Gains “for A.Y- 2015-2016
as ]f)er Income Tax Act 1961 and aig;o Income tax payable on the

ass'uinption that he has no other income chargeable to tax.

Cost ' inflation index‘ for Einancfal Yeé.f 2005-06 = 497 and

2014-15=1,024.

. (b) -Seeﬂ_le- Granites Ltd. purchased a machine for T 20,00,000 on . 4
o 1—9;2013'5 Tﬂe-6x¢ise duty ratéf;harged on the éﬁid‘ machine was 16% |
| plus educétiqn-cess 2% plus secondar)lr_; and higher education c_‘essl 1%. -
It.was sold on:307-.09—2014 fof %10,00,000, ﬁs 'éel(:oﬁd hand’rriaéhine at

the samie rate of excise duty.

Calculate the amount of CENVAT to be reversed at the time of
disposal ‘of the machinery in ‘the year 201415 towards' 100%
 CENVAT credit utilized and exhausted by the month of April 2014. |

ERS:
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(c) Mr. Arnab Ghosh, a manufacturer, furnished the following particulars : 4

L4
Pri(_:e of fnach{ne excluding tax and duties ©2.,00,000
Transit insurance shown.separately | ) 10,000
lga.c'l;;r‘-lgcharges S o ' ‘\ll('),0.00
- Extra chargeé for‘ designing the maclﬁne ‘ ' j‘25,0010
QutWard ﬁi.ght'bey(.)_nd the place of removal R _15,000'
. Cash.(-'iis.c_ount allowed to customer for full paymént | .2_% '

made in advance
VAT o T %
Excise Dﬁt}{ o B S | } 12%
(-Zal.cu‘iate_; _the_ eXéise duty_payable by Mr Arnab Ghosh, sjtating the :

- rea‘s'on_ fdr incl‘ursion= or cxclusion fof duty.. - B -

4. (@ Mr Véﬁus provides the'fdllo_;.ving deta_i_ls for thepfe_vio_us‘ye'cl_r_lelldi_n--‘g -. . s
3205 | |

(i) A_S_al'arjl( from HNL Ltd. oz 50,000 per méﬁth

(1) . Iﬁt.e_rest on FD \}Qith SBI for thc L

 Financial Year 2014-15 - ¥72,000 (Netof TDS)

ERS - rTO.
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(111) Determined lbng term- capltal loss of 7

AY 2013: 14 (to be carried forward) ¥ 96,000
- (iv) Long t;_armCapit‘al gain 4 75,000

(v) ~ Loss of miﬁor_ son ¥ 90,000 cqmputed. in accordance with the
-prg‘w,is'ion.s of 'income' tax: Act. Mr. Venus tr'ansferred.hhis own
'hoﬁs-e to -His minor .sbn wi_thou_t adequate .c'onsidera'tion» few

~ years back and minor son lef it oﬁt_ and suffered loss. |

_.(vi) Loss of V_hi's wife”.s bu'sihess_‘-?__'_ | 2(2,00,000) |
Shé éarried bu_s.in'ess_ with ftﬁids Which.Mr‘ V-énus gifted ﬁ_)’ her.. .

You a'fé ‘re-qui-'r.éd to compute taxable iﬁcqme of Mr V_enu'.s. for' the

 AY 2015-16.

(b) Mr. Atmaram who was. the Receipient of sei'vic':es provides -the o4
- followmg data He requests you to explam the (1) Pomt of taxation and -

,(11) Due date of payment of service tax as per the Serv1ce Tax Law and’

' .p_r.ocedure,s._ .

]_)_;jfgg&f_ Iﬁ\}p_ice' o Ijates,’ ofP;_i'y'ment
Gy _15-'10-_2'014 e 10-1.-_1--_,20,1_4--_,_]_._ o
-G _'2_04.19:2:6._14'_,_ | .'.:.':-'15-'0:2"20-15:--.

ERS
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(c) M/s. Packard Industries (not an_SS_I Unit) are in production of . 4
. .corrugated-paper cartons. It provides.‘the following “details for the |
month Qf Juhé 2014 :
- It sold waste and scrap geﬁefated- in the course of manufactﬁ-re._ )
' Beside.s it also manufactured prohibited goods and sold. On Such Y
Vinf_(.)nna.t.ion: | |
(A), Whether éXcise duty payable on the fol.lov.ving' iterﬁs 7
G Waste T 1,50,000
(i) Serap séue' 7 1’1,50,000
(i) Manufacuifcofprohjbited goods ¥ 2,50,000°
'_ (B)._' When andhow?
| () ,Paymenf of excise duty to be ma}ie.

(i) Return of excise duty to be filed.

5. () _."'S'tate With réeiSéﬁs; ‘thé',allbﬁvatlbility of .t'he.f(‘)lloWing éipens'éé'i'né:med 8
| by'MN Lﬁni-ted, :_a Wholesale_.dealer of éc‘)mlinodities', under tﬁé iﬁéoiﬁe_ L
Tax _.Act__,- 1961 whj-.l'e- cqlﬁputing Proﬁt & Gains from .bil"si"r'iés-sér
 profession _fbr the Assesément:Yefz.lr ;2.015-20 16.
(1) Constructidn ;:_c)-f ' schc')(l)l" bui"ldiﬂg in comphance w1th CSR
a(;tivitie_s.améunt_ing_ to T 5;,60,000;" |

ERS . PRTO.
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(if) Purchase of building for setting up a warehousing facility for

storage of food gréins amounting to ¥ 4,50,000.

(iii) Interest on loan paid to Mr. X (a resident) 4 5'0,000 on which tax

has not been deductf;c{.

~ (iv) Coromodity transaction tax paid Z 20,000 on sale of bullion.

_(b) Discuss whether the following services are chargeable to service tax 4

ornot ?

(i) Paddy milled into rice on job work basis.

(i) A hockey player- gets fees from _1ndia11 Hockey‘ Federation for |
Parti_c'ipating in an International event.

(iii) Sonakshi Sinha a brand ambassador of Colgate Palmolive Ltd. -

S gets ¥15,00,000 for,,;advertisihg its peructs;'-- ,

-(iv) - Testing’ of néwly d_eveidjﬁéd drugs by a-n' épﬁro{ed chmc research. _

organization,

 ERS
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(c) "Justi'fy'the following statements with refércnce to the provisions of 4
VAT.

(i) Sub-lease can be téxed.

(ii) .C:entrall Sales Tax i.s ﬁot vatable.

(iii) Sale of food in hotel is a deemed sales liable to VAT.
(iv) Refund can be claimed for goods returned under Hire Purchase

Transactions..

6 (a) Mr Rja.p-hael ic’:onst.ructe(ljl a shopping complex. He had tak.e.n a loan of 8
¥ 25 lakhs for construction of the said p_fope_rty on 01-08.-201.2 from
SBI @ 10% for 5 yeérs. The consfruction was completed on
30-06-2013. 'Reﬁtal' incorﬁe recei?ed-from .s.l:lopp-ing 'é'omplek 4 30,00.0-
" permonth-]et out for ti]é_'.,wh‘ole yéa'r..Municip_al Taxes .p_aid for
‘ u_shopping clomplex T 8,0.00.'. o |
Arfea_ré of rent received from shopping conﬁaiéx’f £,20,000. -
| ‘lnterésfpéid-on loan taken 'ffblln- SBI -fOf;pur:c:hasé of house for use as
own residence for the the period 201 l4-27(__)15., ? 3 lakhs.
L You are.' -required to cé__rjiputel __Incbmé from House pqu)erty of

Mr. Raphael'for!AY 201 5—2016‘_ as per Income T-ax Act, 1961,
| | | “ERS P.T.0.
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(b) Mariam impoﬁefs, impoﬁs a carton of goods from Japan on 4
10-11-2014 containing 5000 pieces valued T 1,00,000:

On the said product, Customs Duty — 10% and excise duty at 12% ad

valorem is leviable.

Similar products in lndia are assessable u/s 4A of ‘Cer‘\tral Excise Act -
1944 after allowing an abatement of 3-0%', MRP printed on package at

the ti‘mé of import is ¥ 30.

‘Special CVD u/S 3(5) of customs tariff act 1975 is also applicable to
-+ the product.

~ Détermine the total duties payable under Customs Act..

o e). Briefly e"xp'l'ain _w'hether'CST will be.applicable':— S 4
(i) When 'G0,0dS are-sent by dealer outside the state to his other |
o place of business. o

- (ii). If at-the time of stock t_r:;msfer outside the state, dealer has an

~ order for such purchase in hand.
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o ERS
7. (a) Answerany two of the following three sub-divisions : .

Marks |
- 2x4

(i) Expl_a_'in briefly the provisions of advance tax on capital gains

an'd‘ casual income.

“(i1) What are the consequences of faﬂure to deduct or pay the tax_

under‘sectlon 201 of the Income Tax Act 1961 7.

(ii1) W_ho are the persons authorrzed to ver1fy return of income in the

case of 'indivi_dual under section 139 of the Income Tax Act,

19617

(b) Ms. Madhavi, a practicing chartered accountant in Jammu & Kashmir

‘provides the _following information for the hal'f_ year ended

30" September, 2014.

@) Audit fees received from Jammu and Kafhmir

.Bank Jammu ‘

'(i'i)‘, AAudlt fees recelved from Punjab National Bank
| Delhi | |

(i) Audrt fees' received from other clients in Jammu &

‘ .Kashnnr

- (iy) Consultancy charges for serv1ces rendered outs1de g

Jarnrnu& Kashrmr
(v) Fees rece1ved ‘as part trrne lecturer in a local

college. o

© The Institute of Chartered Accountants of India '

E .Amoilnt €d)

5,50,000

- 8,50,000
200,000
2,90,000

" 1,30,000
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Compute the amount of service tax payable @ 12.36% by |
Ms. Madhavi for the half year ended 30™ September 2014. |
Assume Ms. Madhavi is not eligible for small service provider. All the

above amounts are exclusive of service tax.

(c)' Explain the provisions with regard to filling of CENVAT credit 4

returns as explained in sub rule (7) to (11) of CENVAT Rules.

ERS _'
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