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LL.B./ III Term ES 

Paper LB-3033: TAXATION- I 

Time : 3 hours Maximum Marks : 100 

(m-ite your Roll No. on the top immediately 
on receipt of this question paper.) 

Nom:- Answers may be written either in English or in 
Hindi; but the same medium should be use!l 
throughout the paper. 

fbQoft:- ff( lH'•N# q;r 6fR" aro ~ .'liT f'Fift fernt .l{Cfi 

'l1lW -q ~ ~ ~ 3fffi CfiT 'lff&/11 7{Cfi tt 
~~I 

Attempt any five questions. 
All questions carry equal marks. 

fcl;;tt' • m ~ ~ ~ 1 

ffW m ~ 3iif; 'fi11Ff 'I I 

1. (a) Shy am, a partner of a firm constitutes a SQ.b­
partnership with his two sons and a daughter with 
his share in the main partnership. Shyam is 
separated from his wife and is paying maintenance 
to her. What is his ta~ liability on the income 
earned from the main partnership and the amount· 
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of maintenance paid to his wife .. Elaborate the law 
and cases on this point. 

~ llitf ~ "itlfl~R ~ ~ "iJitl~R1 .q allA 
~~~amGl'~al1.lT~~~ 
aq<qJifl~R1 ~ 11'6-J <RaT ~ I ~ 3N-:fi ~ ~ 
l{?.ICii m 1fliT ~ ~ ~ 'iRUT-~ ~ ~ ~ 1 

Jill§ "it'tl~t:ft ~ aqtfJa 3ll<f '4\ al1.lT 31lFiT ~ q;f 

~-·ciit ~ 'iRUT-~ Cfit urn '4\ ~ Cfi\ Cfit. 

~ ~ ~? ·~ ~ lR fclf~ al1.lT ~ ~ 

12 

(b) The expression "Winnings" occurring at the 
inception of sub-clause (ix) in Section. 2(24) is 
confined to games of a gambling nature alone. Do 
you support this view? What has been the court's 
response in this matter? 

tnU 2(24) .q ~ (ix) ~ llR'iT .q 3lR crrffi 
31f'qi5lffu; "Winnings" . ~ ~an . ~ ~ 'd'CI1" 

mPrn ~ I q<Jf 31Jtl ~ ~ ~ "«11~ t? ~ 
~ .q "4ilJI~lJ Cfll q<JT stfdf~lJI W ~ ? 8 

2. (a) Define Agricultural income. What are the 
conditions which are required to be fulfilled 
before a process can be said to be a process within 
the meaning of Sec~ion 2(1)(b)(ii) of Income Tax 
Act, 1961? Discuss with case law. 

~ ~ q;) -qft'illflrn ~ I ~ CJit.mT -m ·~ 
~ 3lTliCfi\ an~. 1961 cn1 mu 2(1)(b)(ii) ~ 
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3l~ ~ 3Rllfo ~ ~ q;y· ~ ~ ~ ~ -« 
~ ~ ~ 9I"RT am-~ ~? 14 

(b) T~ attract the applicability of Section 2(1)(b)(ii) 
the real market to be considered is the Indian 
market and that the rest of the marke~~ would be 
merely "theoretical markets". Do yousu~port the 
above observation? Answer with special reference 
to Sakarlal Naranlal V. C.I.T. AIR 1965 Guj. 165. 

~ 2(1)(b)(ii) cnl 3tj}lli)\i'lldl q;) ~ C6B ~ 
~ fq:qjf{d ~ ~ CI'R"IT Cll('{tfctCfi iiT\iiR itRd1ll 

iiT\;fR ~ (f?.JT WE£ ~ iiT\;fR liDf II~ oSJf;aCfi ~~~ 

~ I Cflll ·a:rrq ~Ui fGaiuit Cf;T wt¢f ~ ~? 

Sakadal Naranlal V. C.I.T. AIR 1965 Guj. 165 

~~~~m?.Jam:~l 6 

3. (a) Mr. Ramakant is the Karta of a Hindu undivided 
family and has been living in Pakistan since 
partition with his wife and two children. He 
carries on business in Pakistan and owns a house 
in India. He visited India on 30th November 2013 
with an objective of investing money into 
telecommunication business. Mter investment, he 
left India on 30th March 2014. Discuss the 
residential status of Mr. Ramakant and HUF for 
the assessment year 2014-15. 

~ ViJChHI ~ 3lfer~ ~ q;r ~ ~ o?.IT 
~ ~ 61 3llRl l:fRt 31h: G) ~ t m?.J 
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qlfCfltal"1 ll ~ '® ~ I Cffl qlfetitaH ll Cfil{lti1R 'CI1UIT 

~ o?.IT 'lRO ll ~ 1fij cnT ~ ~ I m ~-WifR 
Cfil{lt11R ll tH f-i~Ptld cnB ~ ~ ~ 30 ~ 
2o13 CfiT m«r cnr ® fcf;crr ?.IT 1 ·f.rffi ~ qre: m 
30 ltfif, 2014 q;) 'lRO ~ Wu I ~ {JtiCfiH1 

~ ~ 31fcloqu; ~ cn1 2014-15 f.f~ qlif ~ 

10 

(b) What are the conditions laid down in Section 6 of 
the Income Tax Act, 1961 for deciding the 
residential status of a company? State briefly the 
law laid down in Vodafone International Holdings 
B.V. V. Union of India (UOI) and Anr. (2012) 6 
SCC613. 

fclitit C(;1lFft cn1 ~lcll~14 ~ cnr fqf-i!fCI4 cnB 
~ ~ 31f~ 1961 cn1 ~ 6 .q: 31f~~ 
mr q<fT t? Vodafone International Holdings B. 
V. V. Union of india (UOI) and Anr. (2012) 6 

sec 613 1l an~~ fcrf~ cnr m~ ~ 

~ I 10 

4. The annual value of the property shall be chargeable 
under the head "Income from house property" in the 
hands of the owner. What do you understand by the. 
term ·"owner" and how is the annual value of a house 
property to be determined? Discuss with the help of 
relevant sections and case law. 
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mlf ~ 3RJ1hr >rmcf m-m 1 ~~~~~ ~ -R. 31fllq;T ~ 

3lf~ -~? fchm' ~ ~ Cf1T ~ ~ fclttr. >rem: 

a:rq~ f%m ~ m-ar ~? ~- ~an ~ f.Juf<:r 
20 

. -... :-

5. Distinguish between capital expenditure and revenue 
exp~nditure. Determine whether the following 
expenditure can qualify for deduction under Section 
37 of the Income Tax Act, 1961: 

(a) Payment for the purpose of removing the 
restriction on the_ number of working hours with a 
view to increase profits. 

(b) Expenses incurred with issuance of bonus shares. 

Substantiate your answer with relevant cases. 

t(\lfimr ~ 3lh ~ Olfll' .~ ~ ~ m ~ 1 

31Cfmftr ~ cp;ff f.18f(!'lf&d .Olfll' ~ 3lf~, 

1961 Cffr ~ 37 ~ a:r~ ~ ~ 1IDT m-~ ~= 
(a) "ffi'il ~ Cffr ~. "R Cfiflf ~ etif Cffr ~ lR ~ 

>rftrit~ Cl1) ~ ~ ~ ~ ~ I 

(b) ~ "WR ~ CFiB· ~ m~ ~3lT oqc:r 1 

wPm ~ ~ m~ a:rcH ~ C1i1 ~ ~ 1 20 

6. (a) Mr. B run~ a law firm. His wife had passed first 
year arts from University of Delhi and was 
employed by him to manage the firm on a monthly 
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·salary of Rs. 70,000/-. The taxing authorities 
included her salary in the total income of B on the 
ground that she · did not possess the requisite 
qualification and the · remuneration was high 
having regard to her qualification. Mr. B, on the 
other hand, pointed out that his wife had rich 
experience and . knowledge which eventually 
. helped him to manage the firm. Discuss whether 
Mr. B can claim the benefit of the proviso to Sec . 

. 64 (l)(ii). 

Support your answer with decided cases. 

~ B ~ lblf ~ ~I ~ ~ ·~ ~ 
fq~qfq~ldq -e- ~· ~ ~ 'qffi ~ ~ Fir« 
~ 1o,ooot- m ~ mft:rq; ~ lR .~ q;r ~ · 

~ ~ F-14\f\ild FcPrr ~31T ·~ 1 crom;r mf'tlctiiRlll 
~ ~ ~ ~ c:m ~ a:mm: lRB ctit ¥r 3Wi ~ 

«fUif8a ~ ft1lJr fcl; ~ lfTG: aWr'~ am.r ~ 
~ tp;IT ~ attar q;) ~ ~ ~ ~ ~ 
3lf'tiCI1 ~I ~ am fi:ro B ~ ~ fcl; ~· ~ 

~ -qm ~ ~ a~ ~cqq f ~ ar.mr: "tJilf ~ 
~ ~ {iijlqCfi 'ffirr ~ I fct~ 'i:FI ~ CfliT f1:R:c{ 

B mu 64(i)(ii) ~ ~ ~ ~ q;r zy:rr Cfi{ 

~~I 

a:rtR ~ qfr ~ fqf~fti:qd ~ -e-~ I. 12 

(b) Mrs. Y, made certain cash gifts to her husband, 
which he invested into some interest yielding 
securities. The interest realised on securities was 
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_included in the income of Mrs. Y by the income 
tax department, which was objected to by Mrs. Y. 

Discuss and decide whether the action of assessing 
officer is correct. 

~ y ~ a:r:R "tJftr q;) Cfifd q~ ~ q1f ~ 

·w.n, ~ ~ '¥§ ~ ~ qffit. '5fftr~ -q 
f.i~~ld CfK W-tl I ~ fcf'qfrJ ~ ~ Y qfr 

·~ -q 'Sifcr~ lf{ JJTl{f ~ ~· q;) {'lfatfdd CfK 

ffim, ~ ~ Y ~ m~ ~ 1 
~ 

7. (a) Discuss the judicial interpretation of the word 
"asset" in section 46(1) and (2). Sup.port your 
answer with relevant case law . 

. -~ 46(1) 3ilt (2} -q: "3Ufur" ~ ~ "41f~q; 

l4cfiH q1f FCl~il"t ~I ~ f.Juf<l fcfl~ ~ 

.a:r:R~Cii)~~l 10 

(b) Examine in the light of the decision by the 
Supreme Court in C.I.T. V. Rajendra Prasad 
:Moody (1978) 115 I.T.R. 519 (SC) whether the 
making or earning of income is a sine qua non to 
the admissibility of the expenditure under Section 
57 (iii). 

C.I.T. V. Rajendra Prasad Moody (1978) 115 

I.T.R. 519 (SC) ll d'ci:ld"i "41liR1ll -rnT m- ~ 
P. T. 0. 
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rccr.v~ittt en) ~ -q usrn- . ~ ~ ~ ~ 3lTlf 

CliT ~ 'liT ~ %TIU 57(iii) ~ .3Rllfa' ~ qfr 

t'Cftctil4dl ~ ~ 3lRctPf ~ I 10 

8. Write short notes on any two of the following: 

(a) Perquisite 

(b) Bad debts 

(c) Heads of income are mutually exclusive. 

f.ttotfclf&d -q ~ ~ ~ 1R -m~ ~ FclfutQ; 

(a) qf<clf~tti 

(b)~~ 

(c) aw:J ~ Wf 'QUlR 3fqqfJd ~I 

* 

. 20 

100 
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