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TEST PAPER 1

INTERMEDIATE (NEW) COURSE
PAPER – 4: TAXATION (INCOME TAX LAW)

Working Notes should form part of the answer. Wherever necessary, suitable assumptions may be made by 
the candidates and disclosed by way of a note. However, in answers to Questions in Division A, working 

notes are not required.

All questions relate to Assessment Year 2022-23, unless stated otherwise in the question.

Total Marks: 60 Marks Time Allowed: 108 Min

Division A – Multiple Choice Questions
Write the most appropriate answer to each of the following multiple choice questions by choosing one of
the four options given. All questions are compulsory.
1. Mr. Kishan is engaged in the following activities on agricultural land situated in India, total area of land

is 5 acres.

Activity A: He grows saplings or seedlings in a nursery spreading over on one acre land, the sale
proceeds of which is ` 5,00,000. Cost of plantation is ` 1,40,000. Basic operations are not performed for
growing saplings or seedlings.

Activity B: He grows cotton on 3 acres land. 40% of cotton produce is sold for ` 4,00,000, the cost of
cultivation of which is ` 2,25,000. The cost of cultivation of balance 60% cotton is ` 3,37,500 and the
market value of the same is ` 6,00,000, which is used for the purpose of manufacturing yarn. After
incurring manufacturing expenses of ` 1,00,000, yarn is sold for ` 8,50,000

Activity C: Land measuring 1 acres is let out to Mr. Ramesh on monthly rental of ` 15,000 which is used
by Mr. Ramesh as follows:

- 50% of land is used for agricultural purpose

- 50% of land is used for non-agricultural purpose.

Based on the facts of the case scenario given above, choose the most appropriate answer to the following
questions:

(i) What amount of income arising from activity A would constitute agricultural income in the hands of
Mr. Kishan?

(a) ` 5,00,000

(b) Nil

(c) ` 3,60,000

(d) ` 1,40,000

(ii) What amount of income from activity B with respect to sale of cotton would constitute agricultural
income or/and business income in the hands of Mr. Kishan?

(a) ` 1,75,000 as agricultural income

(b) ` 1,75,000 as business income
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(c) ` 1,75,000 as agricultural income and ` 2,62,500 as business income

(d) ` 4,00,000 as agricultural income

(iii) What amount of the income from activity B with respect to sale of yarn constitute agricultural income
or/and business income in the hands of Mr. Kishan?

(a) ` 1,50,000 as agricultural income

(b) ` 2,62,500 as agricultural income and ` 1,50,000 as business income

(c) ` 3,37,500 as agricultural income and ` 1,50,000 as business income

(d) ` 4,12,500 as business income

(iv) What amount of income arising from activity C constitute agricultural income or otherwise in the
hands of Mr. Kishan?

(a) Whole amount of ` 1,80,000 would be agricultural income

(b) Whole amount of ` 1,80,000 would be business income.

(c) ` 90,000 would be agricultural income and ` 63,000 is chargeable to tax as income from house
property

(d) ` 90,000 would be agricultural income and ` 90,000 is chargeable to tax under the head
“Income from Other Sources”

(v) Compute the gross total income of Mr. Kishan for the P.Y. 2021- 22, assuming he has no other source
of income.

(a) ` 2,40,000

(b) ` 3,30,000

(c) ` 5,02,500

(d) ` 2,13,000

(5 x 2 = 10 Marks)
2. If the converted property is subsequently partitioned among the members of the family, the income

derived from such converted property as is received by the spouse of the transferor will be taxable—

(a) as the income of the karta of the HUF

(b) as the income of the spouse of the transferor

(c) as the income of the HUF.

(d) as the income of the transferor-member

(2 Marks)
3. Mr. Uttam presents you following data related to his tax liability for A.Y. 2022-23:

Particulars ` in lakhs

Tax Liability as per regular provisions of Income-tax Act, 1961 15

Tax Liability as per section 115JC 12

AMT credit brought forward from A.Y. 2021-22 5
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What shall be the tax liability of Mr. Uttam for A.Y. 2022-23?

(a) ` 12 lakhs

(b) ` 15 lakhs

(c) ` 10 lakhs

(d) ` 7 lakhs

(2 Marks)
4. Mr. Nekinsaan, aged 43 years, provides following income details for P.Y. 2021-22 as follows:

Particulars ` in lakhs

Capital Gains under section 112A 120

Capital Gains under section 111A 110

Other Income 520

What shall be the tax liability of Mr. Nekinsaan as per regular provisions of the Income-tax Act, 1961 for
A.Y. 2022-23?

(a) ` 260.06 lakhs

(b) ` 253.68 lakhs

(c) ` 256.52 lakhs

(d) ` 253.56 lakhs

(2 Marks)
5. Mr. Raman, aged 64 years, was not able to provide satisfactory explanation to the Assessing Officer for

the investments of ` 7 lakhs not recorded in the books of accounts. What shall be the tax payable by
him on the value of such investments considered to be deemed income as per section 69?

(a) ` 2,18,400

(b) ` 55,000

(c) ` 5,46,000

(d) ` 54,600

(2 Marks)

Division B – Descriptive Questions
Question No. 1 is compulsory

Attempt any two questions from the remaining three questions

Question 1
Mr. Dheeraj, aged 48 years, a resident Indian has furnished the following particulars for the year ended
31.03.2022:

(i) He occupies ground floor of his residential building and has let out first floor for residential use at
an annual rent of ` 3,34,000. He has paid municipal taxes of ` 30,000 for the current financial year.
Both these floors are of equal size.

(ii) As per interest certificate from ICICI bank, he paid ` 1,80,000 as interest and ` 95,000 towards
principal repayment of housing loan borrowed for the above residential building in the year 2015.
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(iii) He owns an industrial undertaking established in a SEZ and which had commenced operation
during the financial year 2019-20. Total turnover of the undertaking was ` 400 lakhs, which
includes ` 120 lakhs from export turnover. This industrial undertaking fulfills all the conditions of
section 10AA of the Income-tax Act, 1961. Profit from this industry is ` 45 lakhs.

(iv) He employed 20 new employees for the said industrial undertaking during the previous year 2021-
22. Out of 20 employees, 12 were employed on 1st May 2021 on monthly emoluments of ` 18,000
and remaining were employed on 1st August 2021 on monthly emoluments of ` 12,000. All these
employees participate in recognised provident fund and they are paid their emoluments directly to
their bank accounts.

(v) He earned ` 30,000 and ` 45,000 as interest on saving bank deposits and fixed deposits
respectively.

(vi) He also sold his vacant land on 01.12.2021 for ` 13 lakhs. The stamp duty value of land at the time
of transfer was ` 14 lakhs. The FMV of the land as on 1st April, 2001 was `4.8 lakhs and Stamp duty
value on the said date was ` 4 lakhs. This land was acquired by him on 15.9.1997 for ` 2.80 lakhs.
He had incurred registration expenses of ` 12,000 at that time.
The cost of inflation index for the financial year 2021-22 and 2001-02 are 317 and 100 respectively.

(vii) He paid insurance premium of ` 49,000 towards life insurance policy of his son, who is not
dependent on him.

You are requested to compute his total income and tax liability of Mr. Dheeraj for the Assessment Year
2022-23, in the manner so that he can make maximum tax savings.

(14 Marks)
Question 2

(a) Mr. Ramesh & Mr. Suresh are brothers and they earned the following incomes during the financial
year 2021-22. Mr. Ramesh settled in Canada in the year 1996 and Mr. Suresh settled in Delhi.
Compute the total income for the A.Y. 2022-23.

Sr.
No.

Particulars Mr. Ramesh
(`)

Mr. Suresh
(`)

1. Interest on Canada Development Bonds (only 50% of interest
received in India)

35,000 40,000

2. Dividend from British company received in London 28,000 20,000

3. Profits from a business in Nagpur, but managed directly from
London

1,00,000 1,40,000

4. Short term capital gain on sale of shares of an Indian
company received in India

60,000 90,000

5. Income from a business in Chennai 80,000 70,000

6. Fees for technical services rendered in India, but received in
Canada

1,00,000 ----

7. Interest on savings bank deposit in UCO Bank, Delhi 7,000 12,000

8. Agricultural income from a land situated in Andhra Pradesh 55,000 45,000

9. Rent received in respect of house property at Bhopal 1,00,000 60,000

10. Life insurance premium paid --- 30,000

(7 Marks)
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(b) Mr. Gupta, a resident Indian, is in retail business and his turnover for F.Y.2020-21 was ` 12 crores.
He regularly purchases goods from another resident, Mr. Agarwal, a wholesaler, and the aggregate
payments during the F.Y.2021-22 was ` 95 lakh (` 20 lakh on 1.6.2021, ` 25 lakh on 12.8.2021, ` 22
lakh on 23.11.2021 and ` 28 lakh on 25.3.2022). Assume that the said amounts were credited to Mr.
Agarwal’s account in the books of Mr. Gupta on the same date. Mr. Agarwal’s turnover for F.Y.2020-
21 was ` 15 crores.

(1) Based on the above facts, examine the TDS/TCS implications, if any, under the Income- tax Act,
1961.

(2) Would your answer be different if Mr. Gupta’s turnover for F.Y.2020-21 was ` 8 crores, all other
facts remaining the same?

(3) Would your answer to (1) and (2) change, if PAN has not been furnished by the buyer or seller,
as required?

(7 Marks)
Question 3

(a) Mrs. Rohini Ravi, a citizen of the U.S.A., is a resident and ordinarily resident in India during the
financial year 2021-22. She owns a house property at Los Angeles, U.S.A., which is used as her
residence. The annual value of the house is $ 20,000. The value of one USD ($) may be taken as ` 75.

She took ownership and possession of a flat in Chennai on 1.7.2021, which is used for self-
occupation, while she is in India. The flat was used by her for 7 months only during the year ended
31.3.2022. The municipal valuation is ` 3,84,000 p.a. and the fair rent is ` 4,20,000 p.a. She paid the
following to Corporation of Chennai:

Property Tax ` 16,200

Sewerage Tax ` 1,800

She had taken a loan from Standard Chartered Bank in June, 2019 for purchasing this flat. Interest
on loan was as under:

Particulars `

Period prior to 1.4.2021 49,200

1.4.2021 to 30.6.2021 50,800

1.7.2021 to 31.3.2022 1,31,300

She had a house property in Bangalore, which was sold in March, 2018. In respect of this house, she
received arrears of rent of ` 60,000 in March, 2022. This amount has not been charged to tax
earlier.

Compute the income chargeable from house property of Mrs. Rohini Ravi for the assessment year
2022-23.

(6 Marks)
(b) Mr. Shiva aged 58 years, has gross total income of ` 7,75,000 comprising of income from salary and

house property. He has made the following payments and investments:

(i) Premium paid to insure the life of her major daughter (policy taken on 1.4.2018) (Assured
value ` 1,80,000) – ` 20,000.

(ii) Medical Insurance premium for self – ` 12,000; Spouse – ` 14,000.

(iii) Donation to a public charitable institution ` 50,000 by way of cheque.
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(iv) LIC Pension Fund – ` 60,000.

(v) Donation to National Children’s Fund - ` 25,000 by way of cheque

(vi) Donation to Jawaharlal Nehru Memorial Fund - ` 25,000 by way of cheque

(vii) Donation to approved institution for promotion of family planning - ` 40,000 by way of cheque

(viii) Deposit in PPF – ` 1,00,000

Compute the total income of Mr. Shiva for A.Y. 2022-23.

(4 Marks)
(c) Mrs. Shivani is a US Citizen. She got married to Mr. Sriram, an Indian citizen and resident of India, in

the year 2015. Since then, she has been staying in India. She has a Bank account in US. She sold a
residential house in US and earned a long term capit al gain of ` 2 lakhs. She invested the whole
sales consideration in Capital Gain bonds under section 54EC so that no long term capital gain is
taxable. She does not have any source of income in India during the P.Y. 2021-22. Is she required to
furnish her return of income? If yes, can she furnish a belated return?

(4 Marks)
Question 4

(a) Compute total income of Mr. Mayank for the A.Y.2022-23 from the following information furnished
by him for the financial year 2021-22.

Particulars `

Salary income (computed) 4,70,000

Loss from self-occupied house property 2,00,000

Loss from let out house property 60,000

Loss from speculation business-X 80,000

Profit from speculation business-Y 40,000

Income from trading and manufacturing business @ 8% 3,50,000

Interest on PPF deposit 95,000

Long term capital gain on sale of Vacant site (Computed) 2,10,000

Short term capital loss on sale of Jewellery 1,50,000

Brought forward loss of business of assessment year 2016-17 5,50,000

Donation to a charitable trust recognized under section 12AA and 1,10,000

Approved under section 80G paid by cheque

Enhanced compensation received from government for compulsory 3,00,000

Acquisition of land (held for a period of 5 years) in the year 2007

(6 Marks)
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(b) Mr. Sunil is the CEO of Sheetal Textiles Ltd. His basic salary is ` 6,00,000 p.m. He is paid 8% as D.A.
He contributes 10% of his pay and D.A. towards his recognized provident fund and the company
contributes the same amount. The accumulated balance in recognized provident fund as on
1.4.2020, 31.3.2021 and 31.3.2022 is ` 50,35,000, ` 71,46,700 and ` 94,57,700, respectively.
Compute the perquisite value chargeable to tax in the hands of Mr. Sunil u/s 17(2)(vii) and
17(2)(viia) for the A.Y. 2021-22 and A.Y. 2022-23.

(4 Marks)
(c) Mr. Yogesh is in the business of operating goods vehicles. As on 1st April, 2021, he had the following

vehicles:

Vehicle Gross Vehicle
Weight (in Kgs.)

Date of Purchase Put to use during F.Y. 2021-22?

A 9000 2-6-2020 Yes

B 15000 15-5-2020 Yes

C 12000 4-8-2020 No (as under repairs)

During P.Y. 2021-22, he purchased the following vehicles:

Vehicle Gross Vehicle Weight (in Kgs.) Date of Purchase Date on which put to use

D 11500 20-4-2021 10-5-2021

E 14000 15-5-2021 18-5-2021

Compute his income under section 44AE of the Income-tax Act, 1961 for A.Y. 2022-23.

(4 Marks)


