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P A R T — A

(Answer ANY TWO questions from this part.)

1. (a) Distinguish between ‘domestic company’ and ‘foreign

company’.  Are they treated alike under the

income-tax rate structure ?

(8 marks)

(b) P Ltd. owns two undertakings.  Undertaking-A is

eligible for deduction under section 80-IA and

Undertaking-B is not eligible for such deduction.  Date

of commencement of operation in both the

undertakings is 14th September, 2001.

The profits earned by both the undertakings are as

under :

Previous Year Undertaking-A Undertaking-B

(Rs. in Lakhs) (Rs. in Lakhs)

2001-02 (–)  6 (–) 4

2002-03 (–)  4 10

2003-04 5 9

2004-05 8 6

2005-06 9 (–) 3

Calculate total income of P Ltd. for last three

assessment years.

(6 marks)
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(c) Discuss the liability to deduct tax at source on the
following payments :

(i) Sikkim Government pays a sum of Rs.50,000 as
commission to its agent on sale of lottery tickets.

(ii) A turf club gives a prize of Rs.2,00,000 to the
owner of a winning horse.

(iii) Bank of India is the tenant of a building owned
by the Central Government.  It pays a sum of
Rs.75,000 per month by way of rent.

(iv) Evershine Ltd. pays a sum of Rs.2,500 per month
as retainer fee to its counsel.

(v) Dividend of Rs.25,000 is paid on preference shares
on 15th November, 2005 by an Indian company.

(vi) Rs.1,00,000 paid to Govind being amount of
1st prize in the lottery conducted by the Nagaland
Government.

 (6 marks)

2. (a) What is the tax base for the purpose of ‘fringe benefit
tax’ (FBT) ? Who is liable to pay FBT ?  What is the
current FBT rate ?

(4 marks)

(b) Will the FBT liability arise, even if (i) the employer
is not liable to pay income-tax on his total income;
and (ii) the employer does not have any employee ?

(4 marks)

(c) Are all companies liable to wealth-tax ?  What is
wealth-tax rate applicable in case of companies ?

(4 marks)

(d) Discuss whether the wealth-tax is attracted in the
following cases :

(i) Value of assets and debts located outside India.

(ii) Land in urban area where construction is not
allowed.



2/2006/DITLP P. T. O.

: 3 :
338

(iii) Residential quarters allotted by the firm to its
employees.

(iv) Aircraft used for business purposes.

(v) Guest house and land appurtenant thereto.

(vi) Motor cars for use by officers for official purposes
only.

(vii) Shares, debentures, fixed deposits in banks —
Rs.20 lakh.

(viii) Cash in hand in the books of a sole-proprietor
amounting to Rs.70,000.

(1 mark each)

3. Write notes on any four of the following :

(i) Annual information return

(ii) Revision of orders favourable to assessee by
Commissioner of Income-tax

(iii) Distribution by a company on reduction of share capital

(iv) Tax relief in India where there is no double taxation
avoidance agreement

(v) Slump sale.

(5 marks each)

P A R T — B

(Answer ANY FOUR questions from this part.)

4. (a) “Though taxable event is ‘manufacture’, duty payable
is as applicable on the date of removal under central
excise.”  Critically examine and state whether there
are any exceptions to this rule.

(4 marks)

(b) What are the propositions laid down under section 12
of the Customs Act, 1962 to levy customs duty ?

(4 marks)
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(c) Is there any exemption to small service providers
from the scope of service tax levy ?  If so, indicate
the limit, if any.  Are there any other general
exemptions available under section 93 of the Finance
Act, 1994 ?

 (4 marks)

(d) Can government be treated as ‘dealer’ for the purposes
of the Central Sales Tax Act, 1956 ?  What is the
rate of tax applicable, if the inter-State sale is made
by the government to a registered dealer ?

(3 marks)

5. (a) State whether all Company Secretaries are covered
by the service tax levy ?  What is ‘taxable service’ in
the context of a Company Secretary ?  What will be
the value of such taxable service ?

(3 marks)

(b) Distinguish between the following :

(i) ‘Clearance of goods for home consumption’ and
‘clearance of goods for warehousing’ under the
Customs Act, 1962.

(ii) ‘Special audit under section 14A’ and ‘special
audit under section 14AA’ of the Central Excise
Act, 1944.

(iii) ‘Safeguard duty’ and ‘anti-dumping duty’ under
the Customs Tariff Act, 1975.

(4 marks each)

6. (a) The management of your company is unable to
determine the value of excisable goods manufactured
by it.  It wants to opt for provisional assessment for
the present.  As a Company Secretary, prepare a
note on provisional assessment for the benefit of your
company.

(3 marks)
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(b) An importer provided the producer with a mould to
be used in production of imported goods.  The cost of
mould is Rs.5,00,000 which is expected to produce
25,000 pieces.  The importer has imported 5,000 pieces
in the first lot.  Is it necessary to add the cost of
mould in transaction value ?  If yes, what will be the
amount to be added ?  The importer is expecting an
increase in the rate of customs duty next month, so
he has requested to the proper officer that if cost of
mould is required to be added in transaction value,
the full cost of mould, i.e., Rs.5,00,000 may be added
in the transaction value of first lot of 5,000 pieces
itself.  Is his demand valid in law ?

(3 marks)

(c) Smart Computers Ltd. is engaged in manufacturing
of mini computer processing system with floppy drive,
keyboard and CPU.  Though, it did not manufacture
monitors and printers, it bought duty-paid monitors
and printers from market and supplied to customers,
if required by them.  Such supply of monitors and
printers was made in approximately 30% of the cases.

The department has contended that the value of
monitors and printers is includible in the value of
computers claiming that they are parts of the
computers.  The assessee has approached you to
advise —

(i) Whether the value of monitors and printers is
includible in the value of computers ?

(ii) Whether for the entitlement to the benefit of
Notification No.8/2003 dated 1st March, 2003,
the value of monitors and printers shall be
included ?

(3 marks)
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(d) The consignments imported by Young Ltd. were
assessed provisionally under section 18 of the Customs
Act, 1962 and provisional duty was paid. On final
assessment, the finally assessed duty was adjusted
against the provisional duty paid and the excess duty
paid became refundable to the assessee under section
18(2) of the Act.

On claim of refund by assessee, the revenue contended
that an application for refund should be made under
section 27.  The assessee contended that section 27
had no application in this case.

Further, the assessee, after having recovered the
amount of excess duty paid from the customers, argued
that the doctrine of unjust enrichment is not applicable
in the said case.

The questions for consideration are —

(i) Whether an application for refund of duty,
provisionally paid under section 18, is required
to be made under section 27 of the Customs Act,
1962 ?

(ii) Whether the provisions of unjust enrichment as
laid down under section 27 of the Customs Act,
1962 are applicable to a refund arising consequent
to final assessment under section 18(2) ?

(iii) Whether the amount paid on provisional
assessment under section 18 is a duty ?

(2 marks each)

7. (a) Examine the following statements with reference to
CENVAT Credit Rules, 2004 and indicate, giving brief
reasons, whether they are true or false :

(i) An assessee can claim CENVAT credit in respect
of —

– capital goods acquired on lease; and

– capital goods on which depreciation has been
claimed under the Income-tax Act, 1961.
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(ii) A manufacturer selling his business to another

person cannot transfer his unutilised CENVAT

credit to the purchaser.

(iii) Where the capital goods are cleared as waste

and scrap, the manufacturer has to pay an amount

equal to the duty leviable on transaction value

and such amount paid can be availed as CENVAT

credit.

(iv) Credit of basic excise duty can be utilised for

payment of education cess whereas the vice-versa
is not possible.

(v) A company manufacturing beverages can avail

CENVAT credit in respect of duty paid on an

inkjet printer purchased for printing the date of

manufacture and sale price on bottles containing

beverages manufactured and cleared by it.

(2 marks each)

(b) Pearl Ltd. is a manufacturer of mineral water.  It

has declared all the retail prices meant for different

States on each bottle.  The department has proposed

to levy duty on the basis of the highest retail price

printed on the bottles.  But, Pearl Ltd. claims that

each such price should be taken depending on the

State to which the goods are being cleared.  Discuss

the validity of the stand of the department.

(3 marks)

(c)  Anthony has stored excisable goods in a warehouse.

He is neither a manufacturer nor a producer nor a

procurer of excisable goods.  Is Anthony liable to pay

excise duty on removal of goods from the warehouse?

(2 marks)
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8. Attempt any five of the following :

(i) In a case where stock of goods is transferred from
one State to another State otherwise than by way of
sale, on whom the burden of proof lies and how can
it be discharged ?

(ii) Write a short note on sale to foreign diplomatic mission,
etc., in India under the Central Sales Tax Act, 1956.

(iii) ‘Authority for advance ruling’ formed under section
245-O of the  Income-tax Act, 1961 functions as Central
Sales Tax Appellate Authority also.  Do you agree ?
Also state the period within which the appeal has to
be filed to the Appellate Authority.

(iv) Are recipients of taxable services discharging their
service tax liability under section 68(2) of the Finance
Act, 1994 entitled to avail credit of the service tax
paid on taxable services received by them under the
CENVAT Credit Rules, 2004 ?  If so, what is the
procedure to be adopted ?

(v) Anuj Ltd. is a supplier of goods and engages the
services of a transporter company Brij Ltd. for
transporting the goods to its customer Chirag Ltd.
Transportation charges shall be paid by Anuj Ltd. to
the transporter Brij Ltd.  (input service provider)
along with service tax.  How can the service tax so
paid by Anuj Ltd. be recovered from its customer
Chirag Ltd. ?  Is there any revenue loss to Chirag
Ltd. in this case ?

(vi) Define ‘residential complex’ for the purpose of service
tax.  How is it relevant for the purpose of service tax
levy ?

(3 marks each)

— — o — —
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PART—A

(Answer ANY TWO questions from this part.)

1. (a) When is a house property not considered as an ‘asset’
under the Wealth-tax Act, 1957 ?

(2 marks)

(b) What are the considerations that should weigh with
a company while deciding on whether to issue equity
shares or debentures ?  Discuss briefly.

(4 marks)

(c) You are the Company Secretary of a manufacturing
company.  Your company is going to appoint a
consultant on a monthly salary of Rs.60,000.    Prepare
a remuneration plan so that the company’s fringe
benefit tax liability and employee’s personal tax
liability is reduced to minimum possible level.

(14 marks)

2. (a) Getmax Ltd. gets a compensation of Rs.2 crore from
Megha Ltd., an Indian company, on termination of
an agreement.  How would you decide whether this
compensation is taxable or not in the hands of
Getmax Ltd. ?

(5 marks)

(b) When is depreciation subject to fringe benefit tax
(FBT) ?  How is FBT charged on such depreciation ?

(5 marks)

(c) A company reimburses a sum of Rs.15,000 during
the financial year 2006-07 to one of its employees on
account of medical expenditure. Discuss the tax liability
of the employer and employee.

(5 marks)
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(d) What is the tax treatment of expenditure on issue of

bonus shares ?

(5 marks)

3. (a) What is ‘minimum alternate tax’ (MAT) ?  What is
the treatment of following debited to profit and loss
account while calculating book profit :

(i) Fringe benefit tax

(ii) Wealth-tax

(iii) Provision for doubtful debt

(iv) Penalty for non-payment of income-tax

(v) Dividend tax

(vi) Banking cash transaction tax

(vii) Proposed dividend

(viii) Excise duty due, but not paid

(ix) Provision for gratuity

(x) Depreciation ?

 (12 marks)

(b) Sun Bright Ltd., an Indian company, furnishes
following particulars of its income for the previous
year 2006-07.  Calculate its total income and
income-tax liability for the assessment year 2007-08 :

Rs.

Income from business 5,20,000

Dividend received during the year :

— from Indian company                                    20,000

— from foreign company                                     5,000

Gains from transfer of capital assets :

— short term capital gains 25,000

— long term capital gains 50,000

Agricultural income in India 35,000
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Additional information :

(i) Income from business includes Rs.1,50,000 profit
earned from a new small scale industry set up
on 1st October, 1999 which is eligible for deduction
under section 80-IB.

(ii) Business expenses already charged from business
income include Rs.10,000 revenue expenditure
and Rs.30,000 capital expenditure on family
planning programme for employees.

(iii) Company has debited following donations in the
profit and loss account of the business of company:

— Rajiv Gandhi Foundation: Rs.50,000; and

— Prime Minister’s National Relief Fund:
Rs.25,000.

(8 marks)

PART—B

(Answer ANY FOUR questions from this part.)

4. (a) Define ‘excisable goods’ and distinguish it from
‘exempted goods’.

(4 marks)

(b) List down the items specifically included in the scope
of the term ‘goods’ under the Customs Act, 1962,
bringing out the effect of such inclusion.

(4 marks)

(c) Subsequent sales during the movement of goods from
one State to another pursuant to an inter-State sale,
would always be exempt from tax. Do you agree ?
Give reasons.

(4 marks)

(d) What is the general rule regarding valuation of taxable
service ?  Indicate the position where the gross amount
charged by a service provider includes service tax
payable.

(3 marks)
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5. (a) A big ship carrying merchandise and stores enters

into the territorial waters of India, but it cannot
enter the port.  In order to unload the merchandise,
smaller ships are employed.  Stores are consumed on
board the ship as well as by the smaller ships.

(i) Examine whether such consumption of stores
attracts customs duty.  Cite relevant provisions
and case law, if any.

(ii) Stores are further supplied to the above ships.
Will such supplies be treated as export and be
entitled to duty-drawback ?

(4 marks)

(b) Ajay Ltd. supplied and installed air-conditioning
equipment in the premises of Vijay Ltd.  In the invoice
raised by it, the value of the equipment was shown
as Rs.5 lakh and installation and commission charges
as Rs.1 lakh.  What is the value of ‘taxable service’
on which service tax is payable ?  Will it make any
difference if the price of the equipment and installation
charges are not separately shown in the invoice and
a consolidated amount of Rs.6 lakh is shown ?

(4 marks)

(c) Reliable Ltd. writes off the value of certain finished
goods and inputs in its books of account as they have
become obsolete.  But, the goods are not removed
from the factory premises.  The department demands
central excise duty on such goods.  Whether the
demand is justified ?

(4 marks)

(d) Rozy reported sales turnover of Rs.45,20,000.  This
includes the following :

(i) Excise duty Rs.3 lakh; and

(ii) Deposit for returnable containers and packages
Rs.4 lakh.  Sales tax was not included separately
in the sales invoice.
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Compute the tax liability of Rozy under the Central
Sales Tax Act, 1956, assuming that sales have been
made to registered dealers against Form-C and the
rate of tax is 3% in the State.  Goods sold are
undeclared goods.

(3 marks)

6. (a) State, giving reasons in brief, whether the following
statements are correct or incorrect :

(i) No central sales tax is payable if goods are
supplied to an export oriented unit (EOU).

(ii) Lottery tickets are not ‘goods’ under the Central
Sales Tax Act, 1956.

(iii) Any provider of taxable service whose aggregate
value of taxable service in a financial year exceeds
Rs.3 lakh is required to apply for service tax
registration.

(2 marks each)

(b) A manufacturer of steel furniture sold the furniture
without painting.  After the furniture is sold, wherever
necessary painting is done at the instance of buyers,
as per their specifications either by the painters
suggested by the manufacturer or other painters
directly engaged by the buyers.  Consider whether
such painting would amount to ‘manufacture’.

(5 marks)

(c) Jacob receives a machine in his factory.  He utilises
50% of the duty paid thereon as CENVAT credit even
before the erection of the machine.  Can he do so ?

(2 marks)

(d) Can an assessee use CENVAT credit for payment of
interest, penalty and fine in lieu of confiscation ?

(2 marks)
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7. (a) State, giving reasons in brief, whether the following

statements are correct or incorrect :

(i) At present, education cess is payable @ 2% on
the value of taxable services.

(ii) The invoice issued by a service provider should
indicate the service tax charged separately.

(iii) Appeal against the order passed by the
Commissioner of Central Excise (Appeals) relating
to service tax can be filed before the Customs,
Excise and Service Tax Appellate Tribunal
(CESTAT) within three months from the date of
receipt of the order.

(iv) An assessee availing exemption under the
notification based on the value of clearances in
a financial year has to file a monthly return of
the production and removal of goods within
10 days of the month to which the return relates.

(v) In case of import of an article, additional duty
of customs is not levied if no like article is
produced or manufactured in India.

(vi) A dealer can furnish Form-C to the assessing
authority upto the time of assessment.

(2 marks each)

(b) Define ‘declared goods’ under the Central Sales Tax
Act, 1956.  What are the restrictions in regard to
levying of tax on sale or purchase of declared goods
within a State ?

(3 marks)

8. (a) What are the various reasons for which excisable
goods can be confiscated and penalty is imposable on
a manufacturer of excisable goods under the Central
Excise Rules, 2002 ?

(5 marks)
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