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PAPER NUMBER 1

MIDTERM EXAMINATION
Spring 2009 Q
FING623- Taxation M anagement (Session - 20
Question No: 1 ( Marks: 1) - Please choose one ° °
Which of the following is opposite to the literal meanings
Burden (,

Strain

Load (b
REREE (Pageno 1) \&r

REFRENCE:
Generad Understanding of Tax:

.. Literal meanings ----- Burden, Str
.. Thelong journey would be to
.. | found they were taxing m
.. Such along rough journey w

atax on my father’s strength.
y asking irrelevant questions.
be very taxing for old man.

- ﬁease choose one
is the main source of revenue generation of the state?

Question No: 2 (M
Which of thefall

onfirmed from vedio lecture)
Internal Barrowing
Ext rowing
Penalties & Fines
Question No: 3 ( Marks: 1) - Please choose one
is paid to the government on goods and services and can be reclaimed by

retailers.
Income Tax

Note: Solve these papers by yourself
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Capital Value Tax

Wealth Tax

REFERENCE:
http://www.bbc.co.uk/dna/h2g2/A 4803040
Question No: 4 ( Marks: 1) - Please choose one
Which of the following is not an employment tax?
Social Security Tax

Federal Excise Tax

Federal unemil oiment comien&ati on tax

. REFERENCE:

http://www.allfoodbusiness.com/Employment_taxes.php O
Question No: 5 ( Marks: 1) - Please choose one @
How many Schedules are contained in the Income Tax Ordihance 2

Three Schedule
Fifth Schedule

SEUSHISCRBANIES (Page no 5)

N

REFERENCE:

Basic Features of Income Tax Ordinance 20
Scheme of the Ordinance is given bel ow
There are thirteen chapters

Chapters are divided into:
Parts & 0
Divisions | E

There are 240 Sections
This ordinance comprises of seven Schedules
Schedules are integral of the Ordinance.

Question No: ks: 1) - Please choose one

_ (Pageno 5)

Section 238
REFERENCE:

LT rules 2002
These were promulgated by CBR on 1st July 2002 in exercise of powers granted under
section 237 of theOrdinance.

Question No: 7 ( Marks: 1) - Please choose one

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
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Which one of the following isthe Internal aid and help in the interpretation of
PURCIUEHOAIMEIKS (Page no 7)
CBR’scirculars
Definitionsin other statutes
Departmental manuals
REFERENCE:
(Pageno 7)
Question No: 8 ( Marks: 1) - Please choose one
Section 2(13) of Income Tax Ordinance 2001 defined:
“Commissioner” means a person appointed asa Commissioner of Income T
power s, and functions of the Commissioner; O

In which criteriathe above definition falls?
Inclusive definition < )
Both Exclusive and Inclusive definitions o

Statutory definition \ o
REFERENCE: &
Examples of exclusive definitions ar e given below:

Sec. 2(2) Appellate Tribuna means the Appellate Tti ablished under section 130.
2(5A) “assessment year” means assessment y%yed in the repealed Ordinance;
2(6) “association of persons’ means an assoGiétio ersons as defined in section 80
2(13) “Commissioner” means a person appointed as a Commissioner of Income Tax
under section \ 4

208, and includes ataxation officer vested with al or any of the powers, and functions of

the v
Commissioner; | E

Question No: 9 ( Marks: 1) - Please choose one
Under which of the fallowing’conditions a tax payer can adopt a special tax year?

(Pageno 11)

Qu No: 10 (Marks: 1) - Please choose one
Mr. A & B Joint Ownersof a Building, Which of the following isthelegal status
under the provisions of Section 80 of the Ordinance?

Comiani

Hindu Undivided Family
REFERENCE:

(Page no 15)

Note: Solve these papers by yourself
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Exampleno XV

Question No: 11 ( Marks: 1) - Please choose one
Which of the following isthe legal status of Mr. Z, aDirector in Private Company
under section 80 of the Income tax ordinance 20017

Company

Firm

Hindu Undivided Family
REFERENCE:

(Page no 15)
Exampleno X11

Question No: 12 ( Marks: 1) - Please choose one

Which of the following is NOT an example of deemed income?
Golden hand shake

All of the given options

Loan through cross cheque

Gifts through proper transaction

REFERENCE:

Handouts (Page no 17)

Question No: 13 ( Marks: 1) - Pleaseicho@se one

If the land situated in Pakistan andused fer agriculture purposes then which of
the following factor make distinctionbetween agriculture and non-Agriculture
Income?

Nationality of Pakistan

Quantity of the product

Time period
BERRREEE (Cog™o 19

REFEREMGE!
Following\ ncomes are held to be “Non-Agricultural Income”
@lncomes@m spontaneous forest
@lIncomefrom sale of fruits and flowers growing on land naturally, spontaneously, and
without the
intervention of human agency

Question No: 14 (Marks: 1) - Please choose one

Suppose a mer chant acquired Profit from the purchase of standing cropsand
resale of it after harvesting.

The profit of the merchant will be treated in which of the following way?

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
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Agriculture Income

Income from Business (No reference)

Income from Property

Capital Gain

Question No: 15 (Marks: 1) - Please choose one

Mr. Ali being citizen of Pakistan of 60 yearsold, if histotal taxableincomeis
Rs.400,000. His tax liability will bereduced by under Part 3 of second
schedule.

10%

25%

50%

75%

REFERENCE:

Reduction in Tax Liability under Second Schedule Part 3

» Any amount received as flying allowance by pilots etc. and junior commissioned
officers or other ranks shall be taxed @2.5% as separate blQek:

* Senior citizen-age 60 years & above where taxable income not exceeding Rs. 400,000/-
tax liability reduced by 50%.

Question No: 16 ( Marks: 1) - Please choose one

M/s ABC & Co. has been incorporated undegPakistan Companies Ordinance 1984.
However it's most of the branched and contrel*and management of affairs wholly
situated out of Pakistan? What will be thie residentia status of M/sABC & Co.?
Resident Compan

Resident Individual

Resident AOP

Question No: 17 ( Marks: 1) - Please choose one

Which part of incomeis charged to tax of resident person under the income tax
ordinance 2001?

Pakistani source of income

Foreign sourceef.income
_ (Page no 28)

None of the given option

REEERENCE

Scope 6l otal Income of a Resident Person Section 11 (5)

Resident Person Changeableto tax on:

» The income of aresident person under a head of income shall be computed by taking

into account amounts that are Pakistan-source income and amounts that are foreign-
source income

Question No: 18 (Marks: 1) - Please choose one
Which part of incomeis charged to tax of non-resident person under theincome

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
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tax ordinance 2001?
(Page no 28)

Foreign source of income
Both Pakistan and foreign source of income
None of the given option
REFERENCE:
Non-resident person charged only on Pakistan Source Income Sec.11 (6)
Question No: 19 ( Marks: 1) - Please choose one

means a fixed place of business through which the business of
an enterprise iswholly or partly carried on.

(Page no 29)
Small Business Units SBU O
Venture
REFERENCE: < )
Permanent Establishment—Defined Sec. 2(41) ¢
Permanent establishment in relation to a person, means afi &of business through
which the business of the person iswholly or partly carri n
Question No: 20 ( Marks: 1) - Please choose one
Which of the following come under the ambit under section 2 (54)?
Right to use any patent

Copy right of aliterary

Right to use any industrial or scientific W:;t
)

Royalty means any amount payable however described or computed, whether
periodical or lump sum, as a consideration for:

a)The use of, or right to use arfy patent, invention, design or model, secret formula or
process, trade markeor like property or right;

b)The use of, or Fight t&%use any copy right of aliterary, artistic or scientific work,

(Pagen
REFERENCE:
Royalty Defined Sec. 2 (54) | §

including fil ideo tapes for use in connection with television or tapes in connection
with radio ing, but shall not include consideration for the sale, distribution or
exhibition'of cinematograph films.

c)Ther of, or right to receive, any visual images or sounds or both, transmitted by
satelliténgable, optic fiber or similar technology in connection with television, radio or

internet broadcasting;

d)The supply of any technical, industrial, commercial or scientific knowledge, experience
or skill;

€)The use of or right to use any industrial, commercial or scientific equipment;

f)The supply of any assistance that is ancillary and subsidiary to, and is furnished as a
means of enabling the application or enjoyment of, any such property or right as
mentioned in sub-clause (a) through (e)

Note: Solve these papers by yourself
This VU & . : ble £ ved rent
www. vuaskari.com



Composed & Solved
Qazi Umer & Laiba Butt
Vu Askari Team

www.vuaskari.com
g)The disposal of any property or right referred to in (sub-clause) (a) through (e).

Question No: 21 ( Marks: 1) - Please choose one
What is the relation between the Non-resident and permanent establishment
as per section 105?

» Both have same legal entity

EIEGiREreSeparaeIoaSRTyN (Page no 31)

» Both are dependent on each other

» None of the given options OO
REFERENCE: ¢

Taxation of a permanent establishment in Pakistan of a ent person Sec.
(110)5':|'hefollowi ng principles shall apply in determini iNneome of a permanent

establishment in
Pakistan of a non-resident person chargeable to the head “Income from
Business’, c

namely: -

* The profit of the permanent establishment shall be computed on the basisthat itisa
distinct ' Y

and separate person engaged in the same or similar activities under the same or similar
conditions and dealing wholly independently with the non-resident person of whichitisa

permanent establishment
o

) - Please choose one
Pisnot treated as Salary but treated as appropriation of

Question No: 22 (

(Page no 36)
m Other Sources

REFERENCE:

Significant Points:

Salary from more than one source during atax year is taxable income.

1 Salary may be from former employer, present employer or prospective employer.
1 Salary may be from former employer, present employer or prospective employer.

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
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1 No deductions are allowed under the head “Income from Sdary”
1 In case of Tax Free Salary by the employer, the amount of tax paid by employer shall
be added
back to employee’s salary. It tantamount to Tax on Tax
1 Voluntary Payments Taxable
1 Tax year of asaaried Person shall be Normal Tax year
1 In case of Tax Free Salary by the employer, the amount of tax paid by employer shall
be added
back to employee’s salary. It tantamount to Tax on Tax
1 Voluntary Payments Taxable
1 Tax year of asaaried Person shall be Normal Tax year

. | be

1 Tax on salary income for Tax year 2009 (1st July 2008 to 30th July 2

computed

according to amendments as made by Finance Act, 2008. C )

] Salary by members of AOP is not treated as Salary but treated as approprlatlon of
profit and

charged under the head “Income from Business

Question No: 23 ( Marks: 1) - Please choose
In which of the following heads of Income No s are dlowed:
SSIEIAIREOME  (Page no 36)

Income from Property
Income from Business

Capital Gains 0

REFERENCE: i S

Significant Points:

Salary from more thaone solffce during atax year is taxable income.

1 Salary may be fr, er employer, present employer or prospective employer.
'] Salary may befirom fermer employer, present employer or prospective employer.

1 No deductions are alowed under the head “Income from Salary”
1 In case Free Salary by the employer, the amount of tax paid by employer shall

back0 oyee' s salary. It tantamount to Tax on Tax

Vo y Payments Taxable

1 Tax year of asalaried Person shall be Normal Tax year

1 In case of Tax Free Salary by the employer, the amount of tax paid by employer shall
be added

back to employee’ s sdlary. It tantamount to Tax on Tax

1 Voluntary Payments Taxable

"1 Tax year of asalaried Person shall be Normal Tax year

1 Tax on salary income for Tax year 2009 (1st July 2008 to 30th July 2009) shall be

Note: Solve these papers by yourself
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computed

according to amendments as made by Finance Act, 2008.

1 Salary by members of AOP is not treated as Salary but treated as appropriation of
profit and

charged under the head “Income from Business

Question No: 24 ( Marks: 1) - Please choose one

Mr Ali is an employee of ABC Co. the company has provided adriver and a
gardener to Mr. Ali. What will be the treatment of their salaries as per Income

Tax Ordinance 2001?

The salaried paid to them subtracted in the salary of MR. Ali

Have no relation with salary of Mr. Ali

The Salaried paid are exempted from Tax

REFERENCE:

PAGE NO 39 SALARY AND ITSCOMPUTATION.

Question No: 25 ( Marks: 1) - Please choose one

A directorship or any other office involved in the management of’a company

under section 2(22) of Income Tax Ordinance, 2001 istermed’as:
(Page no 36)

Employer

Employee

Business premises

REFERENCE:

Employment Sec. 2(22)

Employment includes:

*A directorship or any other office Involved in the management of a company;
*A position entitling the heldefto fixed or ascertainable remuneration; or
*Holding or acting i@ any"public office.

Question No: 26 (Marks: 1) - Please choose one

Mr. A non-resident of Pakistan received interest on Australian Bonds Rs.
100,000 (halfsamount received in Pakistan). What is the treatment of this
amount for,cal culating his gross total income?

Rs. 100,000,added in his total income

Rs. 100;000 subtracted from his total income

Exempt from tax

Question No: 27 ( Marks: 1) - Please choose one

Mr. X employed in Pakistan remittance from USA received Rs. 10,000 in
Pakistan from past profits. Which of the following is right for the above scenario?
Mr. X being resident of Pakistan Rs. 10,000 will be added in Gross total

income

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
www._vuaskari.com
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Mr. X being resident of Pakistan Rs. 10,000 will be Subtracted in Gross
total income
Mr. X being non-resident of Pakistan Rs. 10,000 will be added in Gross
total income

Question No: 28 ( Marks: 1) - Please choose one

Mr. X resident of Pakistan remittance from UK received Rs. 20,000 in Pakistan
from past profits. Which of the following isright for the above scenario?

Mr. X being resident of Pakistan Rs. 20,000 will be added in Gross total
income

Mr. X being resident of Pakistan Rs. 20,000 will be Subtracted in GrossO

total income
Mr. X being non-resident of Pakistan Rs. 20,000 will beadded in G@
total income

REFERENCE: 0

Page no 33 handouts

Question No: 29 ( Marks: 1) - Please choose o

Mr. Kishan Kumar during his yearly tour in Paki ends 155 working days, 26
off-working days 1 strike day and 1 Publlc In atax year 2008-09? What
will be the status of the individual ?

Resident Individual
Non Resident Individual 0’
Resident Person
Resident HUF

REFERENCE:

Resident I ndividu n 82)

*An individlm resident individual for atax year if the individual-

e ispresent ir iStan for a period of, or periods amounting in aggregate to, one hundred
and eighty-three days or more in the tax year; or

elsan oye? or official of the Federal Government or a Provincial Government
post in the tax year?

Question No: 30 ( Marks: 1) - Please choose one

Mr. Zeeshan during his yearly tour in Pakistan spends 180 working daysand in a
tax year 2008-09? What will be the status of individual ?

Resident Individual

Resident Person




Composed & Solved
Qazi Umer & Laiba Butt
Vu Askari Team
www.vuaskari.com

Resident HUF

REFERENCE:

Resident Individual (Section 82)

e Anindividua shall be aresident individual for atax year if the individual-

* ispresent in Pakistan for a period of, or periods amounting in aggregate to, one hundred
and eighty-three days or more in the tax year; or

* |san employee or official of the Federal Government or a Provincial Government
posted abroad in the tax year?

PAPER NUMBER 2 O
MIDTERM EXAMINATION < )
Spring 2010
FIN623- Taxation Management ( - 4y

Question No: 1 (Marks: 1) - Please choose one

Which one of the following is main difference.bet and fee?
> Entitlement of Counter benefit  (Paqe:

» Imposing authority
» Mode of payment

» Applied Rates (bt

Question No: 2 (Marks. 1) - 00se one

Which of the following isthe main o ive of Fiscal Policy?
» Economic Development

P Price stability
» Removal of deficiti

alari¢ e of Payments
(Page no 2)

maintained.

| Objectives of Fiscal Policy

1 Economic Devel opment

1 Raising level of employment (Achieving full employment level)
1 Influencing consumption patterns

"1 Price stahility

1 Redistribution of income

Note: Solve these papers by yourself

This VU & . : ble £ ved rent
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"1 Removal of deficit in Balance of Payments

Question No: 3 (Marks: 1) -Please choose one
How many Sections are included in the Income Tax Ordinance 20017

» 340 sections
» 440 sections
» 140 sections

BI2AOSSGRE  (Pagenos)

REFERENCE:

QO

Question No: 4 (Marks: 1) -Please choose one
Law making is the prime responsibility of which of thefo&[l authorities?

» Supreme Court
» High Court c‘

» City Court
REFERENCE:

http://www.fisicx.com/quickr efer cs/brltpolltlcs html

Question No: 5 (Marks choose one
Superior judiciary includes f the following authorities?

» City Court o
» Supreme Court
» High Court

Question No: 6 (Marks: 1) -Please choose one
Which one of the following is the Internal aid and help in the interpretation of lawv?

PIPURCHRAGORNANS  (Page no 7)

» CBR’scirculars
» Definitions in other statutes
» Departmental manuals

Note: Solve these papers by yourself
This VU & . : ble £ ved rent
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Question No: 7 (Marks: 1) -Please choose one
Which of the following is the example of inclusive definitions?

> Aﬁiellate Tribunal 2(2)

» Association of Person 2(6)
» Debt 2(15)

REFERENCE:

Pageno 8

Question No: 8 (Marks: 1) -Please choose one

The year is aperiod of twelve months arbitrarily chosen for tax pi @..
» Economic

> Fisca QO

» Economy @

» Monetary \.
REFERENCE: &
http://www.wisegeek.com/what-is-a-fiscal -year.htm (D

Question No: 9 (Marks: 1) - Please choose o

Which of the following is the Special Accounti Sugar Companies?

» 1% September to 31% August

» 15 July to 30" June
_ (P% )

Which one of the following ample of tax payer?
» Salaried Person
» LESCO

» 1% January to 31% December ;

Question No: 10 (Marks: 1);5 P choose one
o

» WAPDA

(Pageno 17)

» Allowances

» Deductions

REFERENCE:

"1 Deemed Income at Par with real income
] Cash Basis Vs Accrual Basis

1 lllega Income

1 Lump Sum Recelpts

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
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1 Tax-free income

1 Income can not be taxed twice, if not expressly

1 Mentioned otherwise

1 Charge on Person

"1 Certain Incomes excluded from Taxable Income (exemptions)
1 Lump Sum Recelpts

1 Tax-free income

1 Income can not be taxed twice, if not expressly

1 Mentioned otherwise

] Certain Incomes excluded from Taxable Income (exemptions)

Question No: 12 (Marks: 1) - Please choose one
Sources of Income are classified into heads of income. O

> 3
> . O

> 6 o
REFERENCE: *

Under the Ordinance incomeis classified into the foll e heads:
Sdary, Income from property, Income from business, gains and Income from
other sources.

Question No: 13 (Marks: 1) - Pleasec
Which of the following incomes are treat ulture income?
» Spontaneous forests

» Agro based industry
» Interest received by a farmer

(Page no 19)
REFERENCE:
(b)Any income derived by a person from land situated in Pakistan from —

(i) Agriculture; L

(i1) the performanc [tivator or receiver of rent-in-kind of any process
ordinarily emplo ch person to render the produce raised or received by

the person fit aken to market; or

cultivator or receiver of rent-in-kind of the produce raised or received
N, In respect of which no process has been performed other than a

e nature described in sub-clause (ii); or

No: 14 (Marks: 1) - Pleasechoose one

Which of the following is similar to the concept of club of Incomes?

» Unification only two heads of Income

» Splitting up of only two heads of Income
» Division of two or more than two heads of income

Note: Solve these papers by yourself
This VU & s not ble £, ved content
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Question No: 15 (Marks: 1) - Please choose one
What isthe tax treatment of the salary of an employee of foreign government but citizen
of Pakistan?

> Exempt form tax

» Wholly Taxable

» Partly Taxable

» No Tax treatment given in IT Ordinance 2001

REFERENCE:

Section 43 Foreign Government Officials

Saary of an employee of foreign government exempt provided

Question No: 16 (Marks: 1) - Please choose one Q

Income of Federal Government exempt from tax under which of th@ section of

IT Ordinance 20017

» Section 41 @

» Section 43 o
» Section 47 &

» Section 49 (Page no 23)

REFERENCE:

Section 49 Federal & Provincial Govt. and ority Income

* Income of Federal Government exempt fro
* Income of Provincial Government or aLo ority in Pakistan shall be exempt

under all heads of

income other than income from Busi : ed outside its jurisdictional area, which
shall be taxable. ﬁ

* Federal Government, a Provi ernment or aLocal Authority shall not be liable
to any collection or deducti vance tax.

Question No: 17 ( : 19 - Please choose one

Any Fund for Promoti Science and Technology in Pakistan is under

ule of IT Ordinance 2001.

(Page no 23)

Exemptions and tax Concessionsin Second Schedule Section 53

Income is exempt from income tax derived from voluntary contributions, to charitable or
religious

ingtitutions. The exemption is conditiona to:

a. must be solely applied for the purposes of the objects of the institution

b. No benefit for private religious trust which do not ensure for public benefit.

1 Certain receipts of charitable ingitution [Clause (60), Part | of the Second

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
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Scheduleg]

1 Donation to certain institution [Clause (61), Part | of the Second Schedule]
Question No: 18 (Marks: 1) - Please choose one

Rate charged under presumptive tax regime to non resident shipping firm 8% on its gross
receipt is quite low as compare to other business. Thisis an example of which type of tax
concession?

» Reduction in total taxable income

» None of the given options

» Reduction in tax liability

» Reduction in tax rate

Question No: 19 (Marks: 1) - Please choose one Q
Which of the following days shall be counted as whole day for the p n of
residential status of an individua ? 6

» A public holiday ¢

» A day of sick leave \(‘

» Any strike day

(Page no 27)

REFERENCE:

Residential Status and Taxation Rules Goyéxni esident Individual:

* A day of leaveincluding sick leave

* A day that individual’s activity is stop se of strike etc

* A holiday spent in Pakistan

Question No: 20 (Marks: 1) choose one
Which part of incomeis charg f resident person under the income tax ordinance
2001?

» Pakistani source of i

» Foreign source
(Page no 28)

erson Changeableto tax on:
» The income of aresident person under a head of income shall be computed by taking
into account

amounts that are Pakistan-source income and amounts that are foreign-source income
* Pakistan Source Income & Foreign Source Income Sec.11 (5) whereas, non-resident
person

charged only on Pakistan Source Income Sec.11 (6)

Question No: 21 (Marks: 1) - Please choose one

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
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What will be the tax treatment of foreign source salary received by aresident person?
» Wholly taxable
» Partly Taxable
» Wholly exempt

(Pageno 31)
REFERENCE:

Taxation of Foreign-Source lncome of Residents:

Foreign Source Salary of Resident I ndividuals Sec. 102

(1) Any foreign-source salary received by aresident individual shall be exempt from tax
if the individual

has paid foreign income tax in respect of the salary.

(2) A resident individual shall be treated as having paid foreign income ect of

foreign-source
saary if tax has been withheld from the salary by the indivi dual se@er and paid to
the revenue

authority of the foreign country in which the employment &Fsed.

"1 Foreign losses Sec.104: Deductible expenditures incurréd by a’person in deriving
foreignsource

income chargeable to tax under a head of income uctible only against that
income.

which of the following?
P Pakistan source income

Question No: 22 (Marks: 1) - Pleasech
Mr. Khan resident of Pakistan received % K?Hissaary will beincluded in

> Both Pakistan and foreign soutce in€ome
» None of the given optio

Question No: 23 (
The salary receiv
section of thein

: 19 - Please choose one
UK Government by Mr. Amir resident of Pakistan. Which

e tax ordinance explains histax treatment of such salary?

REFERENCE:
Page no 31
Question No: 24 (Marks: 1) - Please choose one
What is the relation between the Non-resident and permanent establishment as per section
1057
» Both have same legal entity
(Pageno 31)

Note: Solve these papers by yourself
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» Both are dependent on each other

» None of the given options

REFERENCE:

Taxation of a permanent establishment in Pakistan of a non-resident person Sec.
105:

(1) Thefollowing principles shall apply in determining the income of a permanent
establishment in

Pakistan of a non-resident person chargeable to tax under the head “Income from
Business’, &
namely:

* The profit of the permanent establishment shall be computed on the basisthat itisa
distinct (N’

and separate person engaged in the same or similar activities under the same or similar
conditions and dealing wholly independently with the non-resident person of whichitisa
permanent establishment

] -
Question No: 25 (Marks: 1) - Please choose one M‘
Which of the following section of Income Tax Ordinanc& swith Income from

Salary and its treatment?

| v
(b,%

» Section 13

» Section 14

REFERENCE:

Salary asdefined in Section 12

Question No: 26 (Marks: Please choose one
Salary by members of AOP isnot treated as Salary but treated as appropriation of profit
and charged under th . @

» Income from S

Page no 36

Question No: 27 (Marks: 1) - Please choose one

Mr. X resident of Pakistan remittance from UK received Rs. 20,000 in Pakistan from past
rofits. Which of the following is right for the above scenario?

» Mr. X being resident of Pakistan Rs. 20,000 will be Subtracted in Gross total income
» Mr. X being non-resident of Pakistan Rs. 20,000 will be added in Gross total income

Note: Solve these papers by yourself
This VU & ) : ble f, ved rent
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» None of the given options

REFERENCE:

Scope of Total Income of a Resident Person Section 11 (5)

Resident Person Changeable to tax on:

» The income of aresident person under a head of income shall be computed by taking

into account

amounts that are Pakistan-source income and amounts that are foreign-source income
» Pakistan Source Income & Foreign Source Income Sec.11 (5) whereas, non-resident
person

charged only on Pakistan Source Income Sec.11 (6)

Question No: 28 (Marks: 1) - Please choose one

A firm ABC maintaining its account in cash basis, at June 27, 2008 it inCurred expenses
for Rs. 10,000 but actual payments made at 01 August 2008. It would'be eharge to tax
into the tax year:

» 2006

» 2007

» 2008

> 2009

Question No: 29 (Marks: 3)
What is the difference between remittance and¥eceipt of income? Which oneis
chargeabl e to taxable?

Difference between remittance and regeipt of income

Receipt of income is the money that yed receive and you might have to return it on alater
stage. Further the receipt can'been sale of goods, or business receipts out of which the
profit shall be your income. If salaried, the salary is your income for the purpose of tax
calculations.

While aremittanceisatransfer of money by aforeign worker to his or her home
country. See "Remittance Man" below for the historical use of the word, which isthe
opposite ofthe modern use.

QuestioniNo: 30 (Marks: 3)
Section 102 deals with Saary received from Foreign-Source by resident individua. What
is the tax treatment of such salary?

Answer:

Foreign-Sour ce Salary Income [102]
A foreign source salary income of aresident individual will be exempt from tax, if he has

Note: Solve these papers by yourself
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paid foreign income tax in respect of such income. Payment of foreign tax means that the

employer has deducted the tax at source and deposited the same to the revenue authorities
of the country in which employment was exercised.

Question No: 31 (Marks: 5)

Profit on debt earned by a non-resident person is exempt from tax under clause (77) of
Part | of the second schedule. Isthis exemption only available to “Individuals’ as
reference has been made to persons being citizens of Pakistan or otherwise? Providethe
details of this clause.

Answer:

No this exemption is also available Approved loans, Foreign currengy accounts held in
the Pakistani account, profit on rupee help with a scheduled bank in Pakistan, profit from
the private frogin currency accounts held in the authorized banks.

Question No: 32 (Marks: 5)

Mr. Irfan resident of Pakistan received salary from K. /Hehas also paid tax on his salary
from UK as per the tax laws prevailing there. What will be the tax treatment of his salary
as a Pakistani resident? Which section of the income tax ordinance deals this scenario?

Answer:

Foreign-Sour ce Salary Income [102]

Mr. Irfan’s salary from UK wouldhe exempted from tax, because he has paid tax on his
salary from UK.

Under For eign-Sour ce Salary*acome [section102] foreign source salary income of a
resident individua will be exempt from tax, if he has paid foreign income tax in respect
of such income. Payment ‘of foreign tax means that the employer has deducted the tax at
source and deposited the same to the revenue authorities of the country in which
employment wasexercised.

PAPER NUMBER 3

MIDTERM EXAMINATION
Spring 2009
FIN623- Taxation Management (Session - 2)

Question No: 1 ( Marks: 1) - Please choose one
Which of the following is the general definition of tax?
Compulsory contribution of wealth by persons
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Optional contribution of wealth by persons
Compulsory contribution of wealth by state
Optional contribution of wealth by state
Ref:
General Definition of Tax:
General compulsory contributions of wealth levied upon persons by the state, to meet the
expenses incurred in providing common benefits upon the residents.

Question No: 2 ( Marks: 1) - Please choose one
Which of the following is the main objective of Fiscal Policy?

Economic Devel opment

Price stability O
Removal of deficit in Balance of Payments O
Ref: ¢

Objectives of Fiscal Policy \0
Economic Development

Raising level of employment (Achieving full employ

Influencing consumption patterns
Price stability
Redistribution of income c‘

Removal of deficit in Balance of Payments

Question No: 3 ( Marks: 1) - Please.cho e
Government Expenditure is one e Instruments of which of the following
policy?

M onetari iol icy

Trade Policy o
Economic Policy
Ref:

Instruments al Policy
Governm enditures
Taxes

Defigi

Subsi

Transfer Payments—like Unemployment Allowances etc.

Question No: 4 ( Marks: 1) - Please choose one

Taxation management is a strategy where by a person manages its businessin
such away so as to maximize the utilization of which of the following?

Tax holidays

Exemption, Rebates & Concession

Note: Solve these papers by yourself
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Tax credits

Ref:

Taxation management is a strategy where by a person manages its business and other
transactions activities in such away so as to make maximum use of tax holidays,
exemption, concession, rebates, tax credits, deductible alowances available under law
and as aresult is able to derive the benefit of minimizing his tax liability.

Question No: 5 ( Marks: 1) - Please choose one
Which of the following was the First law on Income Tax promulgated in

Pakistan?
1st July, 1969 O

1st July, 1949 ( )
1st July, 2002 @

Ref: \ o
First law on Income Tax was promul gated in Pakistan fro&

July, 1979.

Question No: 6 ( Marks: 1) - Please choose on :
Superior judiciary includes which of the followin orities?
City Court %

Supreme Court

Hiﬁh Court 0

Question No: 7 ( Marks: 1) choose one
Section 2(15) of Income Jax Ordinance 2001 defined:
“debt” means any amount\owifig, including accounts payable and the amounts

owing under promi es, bills of exchange, debentures, securities, bonds or

Exclusive or Exhaustive Definition:
* It excludes ordinary dictionary meanings of the word. Exclusive definitions start with
the expression” mean’ or ‘means’.

Question No: 8 ( Marks: 1) - Please choose one
Section 2(6) of Income Tax Ordinance 2001 defined:

Note: Solve these papers by yourself
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“association of persons’ means an association of persons as defined in section 80.
In which criteria the above definition falls?

Inclusive definition

Both Exclusive and Inclusive definitions

Statutory definition

Ref:

Exclusive or Exhaustive Definition:

* It excludes ordinary dictionary meanings of the word. Exclusive definitions
the expression‘mean’ or ‘means’.

Question No: 9 ( Marks: 1) - Please choose one Qﬁr
Under which of the following conditions atax payer can adopt a speci ?
Whenever he decides so

After seeking approval from Tax Office ¢

After seeking approva from High Court
Ref:

*A tax payer can adopt a special Tax year afteﬁseeg ng@oval from Commissioner of

Income Tax (CIT)

Question No: 10 ( Marks: 1) - Please choo

Which one of the following is the exam payer?
Saaried Person

LESCO 0

All of the given options

WAPDA

Question No: 11 (M
Which of the followi
provisions of section
Individual

) “Please choose one
elegal status of the Virtual University under the
f the ordinance?

| ABC University, Karachi
ii. A (i) Company

Question No: 12 ( Marks: 1) - Please choose one

In case of lump sum receipt of income like Golden hand shake the tax payer pays
tax in which of the following way?

Average of last 3 yearstax rate

Note: Solve these papers by yourself
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Current tax rate

Previous year tax rate

Ref:

Tax payer can opt to seek approval from CIT to charge lump sum payments received in a
tax year at average tax rate of last three years

Question No: 13 ( Marks: 1) - Please choose one
Certain incomes those are excluded from tax are called as:
Perquisites

Allowances O
Deductions O
Question No: 14 ( Marks: 1) - Please choose one @

Which of the following incomes are treated as agriculture i ? ©
Spontaneous forests

Agro based industry
Interest received by afarmer on lendin

Y

Question No: 15 ( Marks: 1) - Please choo

What isthe tax treatment of the salary oyee of foreign government but
citizen of Pakistan?

RO

Wholly Taxable

Partly Taxable

No Tax treatment given in IT Ordinance 2001

REFERENCE: o

Section 43 Foreig ment Officials

Salary of an emplQy foreign government exempt provided:

a.Employeeci of foreign country and not a citizen of Pakistan.

b.Services med are similar to services performed by employees of the Federd
Government in foreign countries and

c.Fo vernment also grants similar exemptions to employees of Federal
Gov t.

Question No: 16 ( Marks: 1) - Please choose one

Income of Federal Government exempt from tax under which of the following
section of IT Ordinance 20017

Section 41

Section 43

Section 47
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Ref:
Section 49 Federal & Provincial Govt. and Local Authority Income
* Income of Federal Government exempt from tax

Question No: 17 ( Marks: 1) - Please choose one

An Individual will be termed as Short Term Resident under section 50 of the IT
Ordinance 2001 on which of the following condition?

His period of stay in Pakistan equal to 183 days

The employee of Foreign Government

The citizen of Pakistan
Ref: O

Section 50 Foreign-Sour ce | ncome of Short-Term Resident Indi@s
1.Subject to sub-section-2, the foreign-source income of an®hdividu all be exempt:
aWho isaresident individual solely by reason of the indivi effiployment; and
b.Who is present in Pakistan for a period or periods not ing'three years,

Question No: 18 ( Marks: 1) - Please choose one

M/s ABC & Co. has been incorporated under Paki mpanies Ordinance 1984.
However it's most of the branched and contr agement of affairs wholly
situated out of Pakistan? What will be the rg status of M/s ABC & Co.?
Resident Compan

Resident Individual 0
Resident AOP | E

REF:

If Control and Management of affairs of a company liesin Pakistan, it is Resident
Company, even if not incrpof@ted in Pakistan, asif control and management is herein
Pak thenitsresid ot then non resident.

arks: 1) - Please choose one
loyee of Provincial Government of Punjab posted in UK for two

Resident HUF
Resident AOP
REF:

page 25 handouts

Question No: 20 ( Marks: 1) - Please choose one
Which of the following days shall be counted as whole day for the computation of
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residential status of an individual ?
A public holiday
A day of sick leave

Ani strike dai

Ref:
Page 25

Question No: 21 ( Marks: 1) - Please choose one
Which part of incomeis charged to tax of resident person under the income

ordinance 2001?
Pakistani source of income O

Fore in source of income O

None of the given option
REF:

The income of aresident person under a head of income
computed by taking into account amounts that are Paki
amounts that are forei gn-source income.
http://www.fbr.gov.pk/newdt/I Tordinance/I T

08-2009.pdf c‘

Question No: 22 (Marks: 1) - P (o] ne
Which of the following does Not%der the ambit of permanent
establishment (PE)?

Branch office

Factory or workshop
Premises for solicitingorders @

ﬁﬂ arks: 1) - Please choose one

ident of Pakistan received salary form UK? What will be the tax

treat of hissdary in Pakistan?
Wholly taxable
Partly Taxable

Whol Ii exemit

Question No: 24 ( Marks: 1) - Please choose one
The salary received from the UK Government by Mr. Amir resident of Pakistan.

Note: Solve these papers by yourself
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Which section of the income tax ordinance explains his tax treatment of such
salary?
Section 110
Section 101

Section 50
Ref:
Page 30

Question No: 25 ( Marks: 1) - Please choose one
Which of the following section of Income Tax Ordinance 2001 deal s wit
from Salary and its treatment?

Section 11 O
Section 13 o

Section 14 \ o

REF: &

Page 37 (b

Question No: 26 ( Marks: 1) - Please choose 0

Mr. A resident of Pakistan received interest ian Bonds Rs. 100,000

(half amount received in Pakistan). What is ment of this amount for
calculating his gross total income?

Rs. 100,000 subtracted from his t
Rs. 50,000 added in histotal income
Exempt from tax

REF: page 35
o

Question No: 27(Marks: 1) - Please choose one
Mr. X non-resi of Pakistan earned income from property situated in Dubai

Mr. X being non-resident of Pakistan Rs. 70,000 will be subtracted in
Gross total income

Mr. X being non-resident of Pakistan Rs. 70,000 will be claimed as
admissible deduction

Mr. X being non-resident of Pakistan Rs. 70,000 will be exempted
REF:

Note: Solve these papers by yourself
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Question No: 28 ( Marks: 1) - Please choose one

Mr. X employed in Pakistan received share of profit Rs. 60,000 in Indiafrom a
business situated in Dubai but controlled through PE in Pakistan. Which of the

followi ni is riiht for the above scenario?

Mr. X being resident of Pakistan Rs. 60,000 will be subtracted in Gross
total income
Mr. X being non-resident of Pakistan Rs. 60,000 will be added in Gross
total income

Mr. X being non-resident of Pakistan Rs. 60,000 will be subtracted in O

Gross total income

REF: PAGE 33 handouts O
Question No: 29 ( Marks: 1) - Please choose one @

Mr. X employed in Pakistan remittance from USA receiv 210,000 in

Pakistan from past profits. Which of the following isrigh the'above scenario?

Mr. X being resident of Pakistan Rs. 10,000 will be oss total
income

Mr. X being resident of Pakistan Rs. 10,000 wi

total income
Mr. X being non-resident of Pakistan Rs. 10, '

total income

racted in Gross

| be added in Gross

REF: page 33 handouts

Question No: 30 ( Marks: 1 choose one

Mr. X resident of Pakistan remittance from UK received Rs. 20,000 in Pakistan
from past profits. Whigh of théfollowing isright for the above scenario?

Mr. X being resident o istan Rs. 20,000 will be added in Gross total
income

t of Pakistan Rs. 20,000 will be Subtracted in Gross
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Question No: 1 ( Marks: 1) - Please choose one

Taxes are important instrument of which one of the following policy?
Monetary policy

Fiscal policy

Trade Policy

Economic Policy

REF_

Some | mportant I nstruments of Fiscal Policy: OQ/

Taxation: Taxation is always a very important source of revenue fQ eloped and
idu

developing countries. Tax comes under tow heading — Tax on indi (direct tax) and
tax on commodity (indirect tax or commodity tax). Dirct tax | des income tax,
corporate tax, taxes on property and wealth. Indirect tax i orfthe consumptions. It
includes sales tax, excise duty and custom duties. &s

http://financial concept.edublogs.org/2010/04/12/in%

manager ial -economics/

Question No: 2 (Marks: 1) - Please

Removal of deficit in Balance of P sone of the objectives of which of the
following policy? @

Monetary policy 4

Fiscal policy

Trade Policy

Economic Palicy.
REF:

.. Objecties iscal Policy

of-fiscal-policy-from-

. R f deficit in Balance of Payments

Question*No: 3 ( Marks: 1) - Please choose one

In the canons of taxation, which one of the following statements best describe the
benefits principle?

Persons deriving more income leads to enjoy less benefits from the state,
Note: Solve these papers by yourself
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should be taxed at the higher rates.

Persons deriving less income leads to enjoy more benefits from the state,
should be taxed at the lower rates.

All persons deriving more or less income should be taxed at the same rates.
REF:

Benefit principle

This principle suggests that taxes should be levied according to the benefits dey
the person from the state. Since more benefits are derived by lower income ggoup ce
according to this principle, =»those who derive more income but enjoy @ Hsfrom

the state should be taxed at the lower rates and those persons who deriv income but
more benefits from State should be taxed at high rates. O

Question No: 4 (Marks: 1) - Please choose one )

Taxation management isa strategy where by a person esitsbusinessin
such away so asto maximize the utilization of whict: efollowing?

Tax holidays

Exemption, Rebates & Concession
Tax credits %

Taxation management isa st where by a person manages its business and other
transactions/activitiesin such away so as to make maximum use of tax holidays,
exemption, concessio ates) tax credits, deductible allowances available under law
and asaresultisab ive the benefit of minimizing his tax liability.

Question No:
Which of t

arks: 1) - Please choose one

ing was the First law on Income Tax promulgated in Pakistan?

1st July, 1949
1st July, 2002
REF:

First law on Income Tax was promul gated in Pakistan from 1st
July, 1979.
Question No: 6 (Marks: 1) - Please choose one
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How many Sections are included in the Income Tax Ordinance 2001?

340 sections
440 sections
140 sections

REF:
Basic Features of Income Tax Ordinance 2001

Scheme of the Ordinance is given below:

There are thirteen chapters Q

Chapters are divided into: O
Parts &

°
Divisions 0.

There are 240 Sections

Question No: 7 (Marks: 1) - Please choose one %
Superior judiciary includes which of the followi orities?
City Court %

Supreme Court

High Court O‘D

Both supreme and High court

REF: Punjab Superior Jud&e(vice by High Court of Punjab

http://www.trynaukri.ec@m/punjab-superior-judicial-ser vice-by-high-cour t-of -
punjab-and-haryan j|-2011

Questiol "8 Marks: 1) - Please choose one

The ear isa period of twelve months arbitrarily chosen for tax purposes.

Econ

Fiscal

Economy

Monetary

REF:

Fiscal year isaperiod of 12 consecutive months without regard to the calendar year. The
Note: Solve these papers by yourself
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fiscal year isdesignated by the calendar year in which it ends. The federal government's

fiscal year begins October 1 and ends September 30. The fiscal year carries the date of
the calendar year in which it ends and is referred to as FY .

Question No: 9 ( Marks: 1) - Please choose one
Which of thefollowing isthe Special Accounting Year of I nsurance Companies?

1st July to 30th June
1st October to 30th September

1st September to 31st August

REF: O

All persons exporting rice and carrying insurance business 1st Janu@ 31st December.
Question No: 10 (Marks: 1) - Please choose one ‘

Which of thefollowing isthe Special Accounting year ;ons carrying cotton
ginning, rice husking and oil milling?

1st January to 31st December ~ 1 ‘b

1st July to 30th June

1st October to 30th September

REF: Q

All persons carrying on busi@ cOtton ginning, rice husking and oil millinglst
September to 31st August.

Question No: 11 ( MarKs: 1), Please choose one

Which one of thefall isthe example of tax payer?

Salaried Perso

LESCO

WAPD

REF:

Salaried person isan individual tax payer and LESCO & WAPDA are companies and
they also pay taxes.

Question No: 12 (Marks: 1) - Please choose one
Which of thefollowing isthelegal status of the Virtual University under the
provisions of section 80 of the ordinance?

Note: Solve these papers by yourself
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Individual

Company

Banking Company

Hindu Undivided Family

REF:

ABC University = Company

Question No: 13 (Marks: 1) - Please choose one

For the purpose of Taxation the total Income includes which of thefoll g~
Income from Capital gain OO
Only businessincome )

Only Salary income \‘

REF:

HEADS OF INCOME (Section 11)
Following are the heads of income, ascertai nw 11
» Sadlary (Section 12)

* Income from Property (Section 15) %
* Income from Business (Section 18 ‘b

* Capital Gains (Section 37)

* « [ncome from other Sourc@tion 39)
Question No: 14 (Mar
Which of the followi
adopted by an
Section 32(

Section 32(2)
Section

1 ).- Please choose one
ion deals with the change of accounting method

ity

REF:
« Change of Method of Accounting can be made under [Section 32(4)]
Question No: 15 (Marks: 1) - Please choose one

What will bethetax treatment of any income chargeable under the head Salary
earned by an individual outside Pakistan during that year?

Note: Solve these papers by yourself
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Wholly Taxable

Wholly Exempt

Partly Exempt

Not mention in Ordinance

REF:

Page 23

Question No: 16 (Marks: 1) - Please choose one

Date for the exemption limit for Foreign Currency Account (FCA) under‘Clause

80 of the Part | of Second Scheduleisavailable to which of the following?

16 December 1999

16 November 1999

16 July 2001

1st

July 2002

REF:

Page 23

Question No: 17 (Marks: 1) - Please choeseene

Senior citizen-age 60 years & above@whese taxable income not exceeding
tax liability reduced.by 50% ‘under Part 3 of second schedule.

Rs. 500,000

Rs. 200,000

Rs. 300,000

Rs. 400,000

REF:

Senior citizen-age 60 years & above where taxable income not exceeding Rs. 500,000/ -
tax |i adigyreduced by 50%.

Question:No: 18 (Marks: 1) - Please choose one

M/s ABC & Co. has been incor porated under Pakistan Companies Ordinance 1984.
However it’smost of the branched and control and management of affairswholly
situated out of Pakistan? What will betheresidential status of M/sABC & Co.?
Resident Company

Note: Solve these papers by yourself
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Resident Individual
Resident AOP
REF:

If Control and Management of affairs of acompany liesin Pakistan, it is Resident
Company, even if not incorporated in Pakistan.

And respectively if company isincorporated in Pak but it is controlled and managed from
outside the Pak then it will be a non-resident company.

Question No: 19 (Marks: 1) - Please choose one

Salary incomereceived by resident person from Federal Government istan in
UK belongsto which of the following? é

Foreign source of income O

)
Both Pakistan and foreign source of income 0 o

None of the given option
REF:

Question No: 20 (Marks: 1) - Please choose
Rental income shall be Pakistan-sourcein ifit isderived from:

The lease of immovable Property outside stan
The lease of immovable Pro in‘and out of Pakistan

per
None of the given options A

REF:

o
9) Rental income sh istan-source income if it is derived from the |ease of
immovable prop akistan whether improved or not, or from any other interest in or

over immovable pxoperty, including aright to explore for, or exploit, natural resourcesin
Pakistan.

Questi
An ising on the disposal of sharesin a non-resident company belongsto
which of the following?
Pakistan- source income

Both Pakistan and foreign source of income

0: 21'(Marks: 1) - Please choose one

None of the given option
REFERENCE:

Note: Solve these papers by yourself
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13)Any gain arising on the disposal of sharesin aresident company shall be Pakistan-

source income. So it is obvious that income from a non-resident company’ s shares will be
foreign source income.

Question No: 22 (Marks: 1) - Please choose one

Which of thefollowing come under the ambit of Royalty under section 2 (54)?
Right to use any patent

Copy right of aliterary

Right to use any industrial or scientific equipment

All of the given options

REF: Page 30 handouts O
Question No: 23 (Marks: 1) - Please choose one

What isthetax treatment of losses from the foreign sour.c ndq section 104 of
the ordinance? &

Wholly taxable

Partly Taxable (b

Deductible expenditure

None of the given options %

REF: Page 31

Question No: 24 (Marks: 1) - P)@oose one
Which of thefollowing section of Inéome Tax Ordinance 2001 deals with Income

from Salary and itstreatment”
Section 11 o

Section 13

Section 14

REF: 17

Questien No: 25 (Marks: 1) - Please choose one

The definition of Employment under Sec. 2(22) of the ordinance is categorized in:

Exclusive Definition
Both Inclusive and Exclusive
None of the given options

Note: Solve these papers by yourself
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REF: page 8

Question No: 26 (Marks: 1) - Please choose one
Salary by membersof AOP isnot treated as Salary but treated as appropriation of
profit and charged under the head:

Income from Salary

Income from Property

Income from Business

Income from Other Sources

REF: page 36

Question No: 27 (Marks: 1) - Please choose one
Tax year for thesalaried individualsiscalled as:
Special Tax Year

Normal Tax Year

Fisca Year

Financial Y ear

REF: page 36

Question No: 28 (Marks: 1) - Please choeseene
Which of thefollowing isthe Tax y@ar available for salaried individual ?
1st January to 31st December

1st July to 30th June

1st October to 30th September

1st September to 31stAugust

REF: page 36 hahdotits

Question No: 29'GM arks: 1) - Please choose one

Mr. A non-resident of Pakistan received interest on Canadian Bonds Rs. 150,000
(entire"amount received in Pakistan). What isthe treatment of thisamount for
calculating hisgrosstotal income?

Rs. 150,000 added in his total income

Rs. 150,000 subtracted from his total income
Rs. 75,000 added in histotal income

Exempt from tax

REF: page 35 handouts
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Question No: 30 (Marks: 1) - Please choose one

Mr. X employed in Pakistan ear ned pension from Pakistan Gover nment but
received in London Rs. 100,000. Which one of the following option isright for this
particular scenario?

Mr. X being resident of Pakistan Rs. 100,000 will be subtracted in Gross total income
Mr. X being non-resident of Pakistan Rs. 100,000 will be added in Gross total inceme
Mr. X being non-resident of Pakistan Rs. 100,000 will be exempted

REF: page 35 handouts
PAPER NUMBER 5 O
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QuestionNo: 1 (Marks: 1) - M Se one

A tax levied on the financial income of Persons, Corporations, or other legal entitiesis
called as: PY

» Corporation t
» Propert

> S

REF:

Anincometax isatax levied on the financial income of persons, cor porations, or
other legal entities.
http://en.wikipedia.org/wiki/Tax
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Question No: 2 ( Marks: 1) - Please choose one
Which of the following isthe main objective of Fiscal Policy?
» Economic Development

P Price stability

» Removal of deficit in Balance of Payments O
REF: ¢ :'

[
1 Objectives of Fiscal Policy 0

1 Economic Devel opment

1 Raising level of employment (Achieving fu@ level)

1 Influencing consumption patterns
1 Price stability
1 Redistribution of income

1 Removal of deficit in Balance of Pay%t

Question No: 3 ( Marks: 1) - choose one
Government Expendi oné of the instruments of which of the fol lowi ng policy?

» Monetary pol

» Economic Policy
REF:

Instruments of Fiscal Policy
1 Government Expenditures
] Taxes

Note: Solve these papers by yourself
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"1 Deficit Financing
] Subsidies
1 Transfer Payments—like Unemployment Allowances etc

Question No: 4 ( Marks: 1) - Please choose one

In the canons of taxation, which one of the following statements best describe the
benefits principle?

» Persons deriving more income leads to enjoy less benefits from @onuld be

taxed at the higher rates. .
P Persons deriving less income leads to enjoy more benefi the state, should be
taxed at the lower rates.

P All persons deriving more or less income shou e‘& at the same rates.
Ref: Q

Benefit principle (b

This principle suggests that tax @e levied according to the benefits derived by
the person from the state. Sin ore¥enefits are derived by lower income groups, hence
according to this principle, tﬁﬂho derive more income but enjoy less benefits from
the state should be tax the lower rates and those persons who derives less income but
more benefits from oufti be taxed at high rates.

Question No: 5 (‘Marks:*1) - Please choose one

Which of wing is not an employment tax?

» Federal unemployment compensation tax
P State unemployment compensation tax

REF:

Note: Solve these papers by yourself
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http://www.irs.gov/businesses/small/article/0,,id=172179,00.html

http://www.vidaameri cana.com/english/bizgui de/empl oymenttaxes.html

Question No: 6 ( Marks: 1) - Please choose one
How many Schedules are contained in the Income Tax Ordinance 20017?
» Three Schedule
» Fifth Schedule OQ
» Seven Schedules °
\ °

» Nine Schedules

Ref: (b

Basic Features of Income Tax Ordinance 2002Schgme of the Ordinance is given below:
There are thirteen chapters are divided into: & f Divisions. There are 240 Sections
this ordinance comprises of seven Scha% integral part of the Ordinance.

Question No: 7 (Marks: 1) - M h one

Section 2(6) of Income Tax ce 2001 defined:

“association of persons’ eanS an association of persons as defined in section 80.

In which criteri e definition falls?

» Both Exclusive and Inclusive definitions
P Statutory definition
REF:

Exclusive or Exhaustive Definition:

Note: Solve these papers by yourself
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* It excludes ordinary dictionary meanings of the word. Exclusive definitions start with
the expression ‘mean’ or ‘means

Question No: 8 ( Marks: 1) - Please choose one
The year is aperiod of twelve months arbitrarily chosen for tax purposes.

» Economic

» Economy Q
» Monetary . Q

REF: x'
Fiscal year isaperiod of 12 consecutive months with@ to the calendar year. The
[

fiscal year is designated by the calendar year ig which s. The federal government's
fiscal year begins October 1 and ends Septem fisca year carries the date of
the calendar year in which it ends and is ref t FY.

http://www.incorporating-online.org/ (b

Question No: 9 (Marks: 1) - choose one

Which of the following.isthe fime period of aNormal tax year?
» 1% January and,end on 31% December

» 1% Jun ds on 31% May

» 1% October and ends on 30" September

REF:

Tax year means a period of 12 months ending on June 30th which is
also called Normal Tax Year.

Note: Solve these papers by yourself
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Question No: 10 ( Marks: 1) - Please choose one

If the accounting year of abusiness engaged in cotton ginning is started from 01
September 2003 and ending on 31% August 2004. What will be its tax year?

» Tax year 2002

» Tax year 2003

> Tax year 2004
» Tax year 2005 O
Question No: 11 ( Marks: 1) - Please choose one . O

Income Tax is charged on which of the following? ‘O‘
» Income of the previous year %«

» Income of the coming year

» Any Receipt of money Q
Question No: 12 ( Marks: 1 )A&se 00Se one
Which part of Income Tax Ordinance 2001 deals with the Exemptions and Tax
Concessions? g @
A
» Part IV
» Part V
» Part
» Part VIl
REF:
PART VII
EXEMPTIONSAND TAX CONCESSIONS

Note: Solve these papers by yourself
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http://www.fbr.gov.pk/newdt/I T or dinance/I T Or dinance2009/1 TaxOr dinance2001ut
28-10-2009.pdf

Question No: 13 ( Marks: 1) - Please choose one
Which one of the following section deals with the Agriculture Income?
» Section 40

e O
» Section 43 O
[ )

» Section 53 \, @

REF:

41. Agricultural income.

http://finosys.com/incometax/i tax@(]bti ons/Sec4l.htm

Question No: 14 ( Marksy 1) . Please choose one

Which of thefollo incomes are treated as agriculture income?
» Spontane sts

> Ag ed industry

P Interest received by a farmer on lending

>

REF: Page 19 handouts of Fin623 provided by VU

Question No: 15 ( Marks: 1) - Please choose one

Note: Solve these papers by yourself
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Any salary received by an employee of aforeign government for services rendered to
such government shall be exempt from tax under which section of IT Ordinance 2001?

» Section 40
> Section 43
» Section47

» Section 53

REF: Page 22 handouts of Fin623 (tax) provided by VU O
Question No: 16 ( Marks: 1) - Please choose one . O
An Individual will be termed as Short Term Resident und ion'50 of the IT

Ordinance 2001 on which of the following condition?
» His period of stay in Pakistan equal to 183 day ‘b
» The employee of Foreign Government Q

(tax) provided by VU

» The citizen of Pakistan

Ref: Page 23 handouts of Fi

Question No: 1 arks: 1) - Please choose one

Which ef the following section deals with the residential status of Company?

» Section 82

» Section 83

» Section 84
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Ref: Page 26 handouts of Fin623 (tax) provided by VU

Question No: 18 ( Marks: 1) - Please choose one

For anon-resident AOP which of the following condition must be satisfied?

» Control and management of affairs of AOP is situated partly in PakishQ
» Control and management of affairs of AOP is situated wholly inq

» Control and management of affairs of AOP is situated Wﬁwg y in Pakistan

Residential Status of “ Association of Per

Under the law a Firm, HUF, etc. are plac he head AOP

Control and management of affairs of uated wholly or partly in Pakistan
Theory of Control and Managem

« If Control and Management of irs @fya company liesin Pakistan, it is Resident
Company, even

if not incorporated in Pakist

 Control & Managemenirefers to management of vital affairs/Policy Making Decisions
of the company. o

AJ

arks: 1) - Please choose one

f income is charged to tax of resident person under the income tax ordinance

» Pakistani source of income

» Foreign source of income

> Both Pakistan and foreign sour ce of income

Note: Solve these papers by yourself
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» None of the given option

REF:

Resident Person Changeableto tax on:

» The income of aresident person under a head of income shall be computed by taking
into account amounts that are Pakistan-source income and amounts that are foreign-
source income

Question No: 20 ( Marks: 1) - Please choose one

Which part of incomeis charged to tax of non-resident person under th tax

ordinance 20017 O
» Pakistan source of income

[ ]
\ °
» Foreign source of income &
» Both Pakistan and foreign source of incom (b
» None of the given option Q
Ref: (b

non-resident person charged onlf an Source Income Sec.11 (6)

Question No: 21 (Marks: 1) - choose one

Salary income receiv resident person from Federal Government of Pakistan in UK
belongs to which e wing?

>
» Foreign\source of income
» Both™Pakistan and foreign source of income
» None ofthe given option

REF: Asincomeisreceived from Federal Govt of Pak soit’s a Paki sour ce of
income.
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Question No: 22 ( Marks: 1) - Please choose one

means a fixed place of business through which the business of an
enterprise iswholly or partly carried on.

» Franchise

» Small Business Units SBU

» Venture O
Ref: O

Permanent Establishment—Defined Sec. 2(41) x
Permanent establishment in relation to a person, means a&pl e of business through

which the business of the person iswholly or partly cafr
Question No: 23 ( Marks: 1) - Please choose o

Which of the following does Not come uie@mblt of permanent establishment (PE)?

» Branch office

» Factory or workshop i S

» Premises for soliciti orde:s

Question No: 24 ( Marks: 1) - Please choose one

The salary received from the UK Government by Mr. Amir resident of Pakistan. Which
section of the income tax ordinance explains histax treatment of such salary?

» Section 110

Note: Solve these papers by yourself
This VU & s not ble £, ved content
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» Section 101

» Section 50

Ref: Foreign Source Salary of Resident Individuals Sec. 102 (Page 31)
Question No: 25 ( Marks: 1) - Please choose one

If abusiness carried on by Non-resident person in Pakistan through permanent

establishment what will be the tax treatment of the traveling expenditures borh by the
non-resident for spending his holidays in his home land?

» Wholly taxable due to PE

» Wholly taxable as no concemed with PE in Pakistan

» Not permissible as deduction from the income of Non-resident
» None of the given options

Question No: 26 ( Marks: 1) - Please chioose.one

Which of the following section offhcome Tax Ordinance 2001 deals with Income from
Salary and its treatment?

» Section 11

» Section 12

» Section 13

» Section'\14

REF: Sdfary as defined in Section 12(2) (page 37)

Question No: 27 ( Marks: 1) - Please choose one

Mr. X non-resident of Pakistan earned income from property situated in Dubai Rs. 70,000

but received in Pakistan. Which one of the following option is right for this particlar
scenario?

Note: Solve these papers by yourself
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» Mr. X being non-resident of Pakistan Rs. 70,000 will be subtracted in Gross total
income

» Mr. X being non-resident of Pakistan Rs. 70,000 will be claimed as admissible
deduction

» Mr. X being non-resident of Pakistan Rs. 70,000 will be exempted

REF: O

Question No: 28 ( Marks: 1) - Please choose one . O

Mr. X employed in Pakistan received share of profit Rs. 60 in | Adia from a business
situated in Dubai but controlled through PE in Pakistan. Which of the following is right

for the above scenario?
6 O@ll be subtracted in Gross total income
0,000 will be added in Gross total income

» Mr. X being non-resident of Pa@
» Mr. X being non-resident A@i Rs. 60,000 will be subtracted in Gross total
income

» Mr. X being resident of Pakistan Rs.

PAPER NUMBER 6 ¢
MIDTERM EXAMINATION
Spring 2010
FIN623- Taxation Management (Session - 5)
Time: 60 min
Marks: 44
Question No: 1 (Marks: 1) - Please choose one
In the canons of taxation, which one of the following statements best describe the
Note: Solve these papers by yourself
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Composed & Solved
Qazi Umer & Laiba Butt
Vu Askari Team
www.vuaskari.com

benefits principle?

—

» Persons deriving more income leads to enjoy less benefits from the state, should be
taxed at the higher rates.

» Persons deriving less income leads to enjoy more benefits from the state, s d
taxed at the lower rates.

» All persons deriving more or less income should be taxed at the sam

REF: C)
(]

Benefit principle

This principle suggests that taxes should be levied accordin e Benefits derived by
the person from the state. Since more benefits are derivai%)nw income groups, hence
according to this principle, =»those who derive more t enjoy less benefits from
the state should be taxed at the lower rates ancithogé p who derives lessincome but
more benefits from State should be taxed at hig

Question No: 2 (Marks: 1) - Please ch @

Law making isthe prime reﬁponsi@ch of the following authorities?
—Q

» Supreme Court o

» High Court

» City Cou

REF:

= Par ent: Parliament isthe law making body

http://giftedatjones.com/Documents/Concept%20M ap%20and%20Study%20Gui de-
Government%20in%20Europe.doc

Question No: 3( Marks: 1) - Please choose one
Note: Solve these papers by yourself
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Which one of the following isthe Internal aid and help in the interpretation of law?

» CBR’scirculars

» Definitionsin other statutes

» Departmental manuals

1 Explanation to the section
1 Marginal notes

[J=» Punctuation marks \.
] Preamble &

1 Title of a chapter (b

1 Non-Obstinate clause A %

©Proviso

©Context e

Question No: 4 ( Marks: 1) - Pleasec% e

Section 2(5A) of Income Tax Ordifiance2001 defined:

REF:
Internal Aids: O
These are available in the Act: O

“assessment year” means t year as defined in the repealed Ordinance.

In which criteria the abbov deifnition fals?

» Statutory definition

REF: Exclusive or Exhaustive Definition:
* It excludes ordinary dictionary meanings of the word. Exclusive definitions start with
the expression ‘mean’ or ‘means

Question No: 5 ( Marks: 1) - Please choose one

Note: Solve these papers by yourself
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Section 2(13) of Income Tax Ordinance 2001 defined:

“ Commissioner” means a person appointed as a Commissioner of Income Tax under
section 208, and includes a taxation officer vested with all or any of the powers, and
functions of the Commissioner;

In which criteriathe above definition falls?

» Exclusive definition

» Inclusive definition

» Both Exclusive and Inclusive definitions

» Statutory definition

Question No: 6 (Marks: 1) - Please choose one

A definition also includes the dictionary meanings.of the word is termed as which of the
following?

» Exclusive definition

» Inclusive definition

» Both Exclusive definition andInclusive definitions
» Statutory definition

REF: Inclusive Defigitjor® It includes dictionary meanings as well as meanings
conveyed by defifjtion

Question No®™¢( Marks: 1) - Please choose one

2(22).of ITnéome Tax Ordinance 2001 defined:

“Employment” includes:

- adirectorship or any other office involved in the management of a company;
- aposition entitling the holder to afixed or ascertainable remuneration; or

- the holding or acting in any public office;

Note: Solve these papers by yourself
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In which criteriathe above definition falls?

» Exclusive definition

» Inclusive definition

» Both Exclusive and Inclusive definitions

» Statutory definition

REF: = page 8

Question No: 8 (Marks: 1) - Please choose one

The __ yearisaperiod of twelve months arbitrarily chosen for tax purposes.
» Economic

» Fiscal

» Economy

» Monetary

Question No: 9 (Marks: 1) - Please choose one

Which of the following.isthe legal status of the Punjab University under the provisions
of section 80 of the®@rdinance?

» Individual
» Company
» Banking Company
» Hindu Undivided Family
REF: Page 15 handouts
Question No: 10 (Marks: 1) - Please choose one
Note: Solve these papers by yourself
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Which of the following is the example of deemed income?

» Cash Gift

» Loanthrough cross cheque

> Salary

» Golden hand shake

[Sub-section (18) of section 12].

Under sub-section (18) of section 12, any loan of Rs. 100,0Cb
to be the income of recipient, if it was recelved otherwise t
cheque. This provision has been amended and now all loaf§,advances and gifts shall be
deemed to be the income of an assessee if these are n ed through a crossed

cheque or a banking channel from a person hojding/a .
This change in law, shall be applicablein resp s/ advances and gifts which are

REF:
Treatment of certain loans, advances and gifts as deemed i ncoerO

r more Was deemed
o@h acrossed

made on or after 1st July, 1998.

http://www.fbr.gov.pk/newdt/cir cular r11.pdf

Question No: 11 (Marks: IAaasechoose one

Which of the following isNOT an example of deemed income?

» Loan throu oss cheque

» Gifts roper transaction

REF: Given above 1
Question No: 12 (Marks: 1) - Please choose one

Income Tax is charged on which of the following?

Note: Solve these papers by yourself
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» Income of the previous year

» Income of the coming year

» Any Receipt of money

REF:

Question No: 13 (Marks: 1) - Please choose one

Which of thefollowing isNOT an example of Lump sum receipt? OO

. ([ ]
» Pension

@
» Golden shake hand 0
» Provident fund ‘b
— S

REF:

Question No: 14 (Marks: 1) - 00Se one

Which of the following metho accounting is compulsory to adopt for Firm?
» Accrual Basis ‘

» Cash Basis

nd Cash Basis
» Erce oose any kind of base

REF: « For Companies ‘ Accrual Basis method of accounting is compulsory [Section
32(2)]

Question No: 15 (Marks: 1) - Please choose one
The process of clubbing of income results in which of the following?
Note: Solve these papers by yourself
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» Lower Bracketrate of tax is charged

» Higher Bracket rate of tax is charged

» Moderate Bracket rate of tax is charged

» No change occur due to clubbing

REF:

Question No: 16 (Marks: 1) - Please choose one

Any salary received by an employee of aforeign government for services rerdered to
such government shall be exempt from tax under which section of I, Ordinance 2001?

» Section 40

» Section 43

» Section 47

» Section 53

REF: page 22

Question No: 17 (Marks: 1) - Rlease choose one

Rate charged under presumptive tax regime to non resident shipping firm 8% on its gross
receipt is quite low as€ompare to other business. Thisis an example of which type of tax
concession?

» Reductioninjtetal taxable income

» None of the given options

» Reduction in tax liability

» Reduction in tax rate

Question No: 18 (Marks: 1) - Please choose one

What is the tax treatment of any profit on the US Dollar Bonds purchased by the resident
person after December 1999 under Second Schedul €?

Note: Solve these papers by yourself
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» Wholly exempt

» Wholly taxable

» Not mention in second schedule

REF: Reduction in Tax Ratesunder Second Schedule Part 2

* Profit on Special US Dollar Bonds or out of new account opened after Decginb ,
1999.At the Rate of 10 percent of amount of profit by Resident Person O

Question No: 19 (Marks: 1) - Please choose one 9

Which of the following section deals with the residential stalus of Cg pany?

»&
» Section 82 (b
» Section 83 &
» Section 84 (b
REF: Resident Person (Section Bg
a. Resident Individual, Resi dﬂ) , or Resident Association of Persons for the

year or
b. The Federal Govern

t

Question No: 20 1) - Please choose one

Which part of
ordinance

eis charged to tax of non-resident person under the income tax

» Foreign source of income

» Both Pakistan and foreign source of income
» None of the given option

REF:

Note: Solve these papers by yourself
This VU & s not ble £, ved content
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Question No: 21 (Marks: 1) - Please choose one

Sale of goods through permanent establishment in Pakistan by a non-resident belongs to
which of the following?

» Foreign source of income

» Both Pakistan and foreign source of income

» None ofthe given option Q

REF: Pakistan-Source | ncome: o O

A permanent establishment of the non-resident person@gﬁn

» Salesin Pakistan of goods or merchandise of the imilar kind asthose sold
by the per son through a per manent establishmeyit | istan

Question No: 22 (Marks: 1) - Pleasech

in
W it isderived from:

Renta income shall be Pakistan-source
» The lease of immovable Pr outside Pakistan
» The lease of imm Prgperty both in and out of Pakistan

» None of the n options

me shall be Pakistan-source incomeif it is derived from the lease of
immovy, roperty in Pakistan whether improved or not, or from any other interest in or
' le property, including aright to explore for, or exploit, natural resourcesin

Question No: 23 (Marks: 1) - Please choose one

Which of the following does Not come under the ambit of permanent establishment
(PE)?

» Branch office

Note: Solve these papers by yourself
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» Factory or workshop

» Premises for soliciting orders

REF: A place of management, branch office, factory or workshop, premises for soliciting
orders, ware house, permanent sales exhibitions or sales outlet, other than aliaisop office
except where the office engages in the negotiation of contracts (other than con
purchase);

Question No: 24 (Marks: 1) - Please choose one O

Mr. Ali resident of Pakistan received salary form UK? What will b@x treatment of
his salary in Pakistan? ¢

o
» Wholly taxable O

» Partly Taxable

» Wholly exempt

REF: 0
Question No: 25 (Marks: IAeﬂsechoose one

What isthe relation b the Non-resident and permanent establishment as per
section 105?

» Both hav egal entity

» Bothare dependent on each other

» None ofthe given options
REF:
Question No: 26 (Marks: 1) - Please choose one
Note: Solve these papers by yourself
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What is the tax treatment of losses from the foreign source under section 104 of the
ordinance?

» Wholly taxable
» Partly Taxable
» Deductible expenditure

» None of the given options

REF: Foreign losses Sec.104: Deductible expendituresincurred by & in
deriving foreign sour ce income char geable to tax under ahead 2shall be
deductible only against that income

Question No: 27 (Marks: 1) - Please choose one \.

Which of the following section of Income Tax Ordin deals with Income from
Sdary and its treatment?

» Section 11

» Section 13 :0

» Section 14

REF: Salary as defi s&tion 12(2)

Question No: Marks: 1) - Please choose one

Mr. A nol t of Pakistan received interest on Canadian Bonds Rs. 150,000 (entire
amoun ived In Pakistan). What is the treatment of this amount for calculating his
gross.to come?

» Rs. 150,000 subtracted from his total income
» Rs. 75,000 added in his total income

» Exempt from tax

Note: Solve these papers by yourself
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REF: page 35

PAPER NUMBER 7

MIDTERM EXAMINATION
Spring 2010
FIN623- Taxation Management (Session - 3)
Time: 60 min
Marks: 44

(Marks: 1) - Please choose one
Taxes are important instrument of which one of the following policy?
» Monetary policy O

BESEAIOIE  (Pageno 1) < )

» Trade Policy o

» Economic Policy \ L4

REFERENCE:

TaxesVsFees:

Taxes are compulsory levy and it isthe legal obligati e person to pay the amount
of tax which is required to pay under the law, as payment of feeis the discretion of
any person and when afeeis paid, the person.bec an entitled to claim counter

benefits. Taxes are important instrument of Fiscal Policy.

QuestionNo: 2 (Marks: 1) - P c one
Which of the following canon of %‘wggeﬂs that there should not be any

arbitrariness or ambiguity inr ount of tax paid?

» Capacity to Pay
e
[ )

» Simplicity
» Convenience
REFERENCE:

Canonsof T n:

Simplicity

This pri le implies that taxation system should be plain, and easily understandable by
thet

Co ce

The convenience of tax payer as well astax collector must be the bottom line of any
taxation system. The time of payment of tax, mode of collection of tax, should be
convenient for the tax payers.

Certainty
This cannon suggest that the amount of payment should be certain and there should not

be any arbitrariness or ambiguity with respect to the amount of tax to be paid by the tax
payer.

Note: Solve these papers by yourself
www._vuaskari.com




Composed & Solved
Qazi Umer & Laiba Butt
Vu Askari Team
www.vuaskari.com

Question No: 3 (Marks: 1) - Please choose one
Taxation management is a strategy where by a person manages its business in such away
S0 as to maximize the utilization of which of the following?

(Page no 3)

» Tax holidays

» Exemption, Rebates & Concession

» Tax credits

REFERENCE: O
Taxation M anagement—Explained

Taxation management is a strategy where by a person manages its busi n)ss and other
transactions activities in such away so asto make maxim se of tax holidays,

exemption, concession, rebates, tax credits, deductible allo dVailable under law
and as aresult is able to derive the benefit of minimizing Algtax ability.

Question No: 4 (Marks: 1) - Please choose.one %
Which of the following tax is paid in relati OM you earn?

» Sales Tax

BNREOHEER (Page no 16)

» Inheritance Tax

» Value added Tax

REFERENCE: 0

Tax on Income '\

*Income Tax isatax on a person in respect of hisincome during atax year Income of a
tax year as computed under the provisions of this ordinance is Taxable Income, it is total
income reduced by to anydeductible allowances. It is charged to tax in atax year
according to applic '
Question No: 5 ((Marks: 1) - Please choose one

Under which following sections of Income Tax Ordinance 2001 vested the powers
to CBRn o formulate the IT rule 2002?

Vi

Secti
Section'213
(Pageno 5)

Section 238

REFERENCE:

LT rules 2002
These were promulgated by CBR on 1st July 2002 in exercise of powers granted under
section 237 of theOrdinance.

Note: Solve these papers by yourself
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Question No: 6 (Marks: 1) - Please choose one
Law making is the prime responsibility of which of the following authorities?

» Supreme Court
» High Court

» City Court
REFERENCE:

PARLIAMENT
Parliament is the supreme law making authority; its main function isto

laws. O

Question No: 7 (Marks: 1) - Please choose one o O
Section 2(5A) of Income Tax Ordinance 2001 defined:

[
“assessment year” means assessment year as defined in t e@ Ordinance.
In which criteriathe above definition falls?

G (o00 O (M
» Inclusive definition

» Both Exclusive and Inclusive definitions

P Statutory definition %

REFERENCE:

Examples of exclusive definitions [ elow:

Sec. 2(2) Appellate Tribunal meags t ppellate Tribunal established under section
130.

2(5A) “ assessment year” means assessment year as defined in the repeal ed Ordinance;
2(6) “association of persons’ means an association of persons as defined in section 80
Question No: 8 (Marks:\1) @ Please choose one
Which of the followi e Special Accounting Y ear of Insurance Companies?

0 31% August

QuestionNo: 9 (Marks: 1) - Please choose one
Which of the following is the Special Accounting Y ear of Sugar Companies?
» 1% July to 30" June

» 1% September to 31% August
» 1% January to 31% December

Note: Solve these papers by yourself
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REFERENCE:
(Pageno 11)

Question No: 10 (Marks: 1) - Please choose one

If the accounting year of Mr. Aslam, arice exporter is started from 01 January 2005 and
ending on 31% December 2005. What will be its tax year?

» Tax year 2003

» Tax year 2004

» Tax iear 2005

Question No: 11 ( Marks: 1) - Please choose one
Certain incomes those are excluded from tax are called as:

| 2 Periuis ites

» Allowances
» Deductions
REFERENCE:
Page no 17
QuestionNo: 12 (Marks: 1) - Please chooseene
If the land situated in Pakistan and used for agriculture purposes then which of
the following factor make distinction betweensagriculture and non-Agriculture
Income?
Nationality of Pakistan
Quantity of the product
Time period

(Page no 19)

REFERENCE:
Following Incomegar @ feld to be “ Non-Agricultural Income’
@Income from spbntarn@ous forest

@Income fromfisalg of fruits and flowers growing on land naturally, spontaneously, and
without the

intervention of human agency

Question’'No: 13 (Marks: 1) - Please choose one
Suppose a Profit acquired by a cultivator from the sale of standing crops or the produce
after harvesting. The profit of the cultivator will be treated in which of the following
way?
» Income from Business
(Page no 20)
» Income from Property
» Capital Gain

Note: Solve these papers by yourself
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REFERENCE:

Following Income are held to be* Agricultural Income”

«If denuded parts of the forest are replanted and subsequent operationsin forestry is
carried out the income arising from the sale of replanted trees. The fees collected from
owners of cattle (normally used for agricultura purpose) for allowing them to graze on
forest lands covered by jungle and grass grown spontaneously. <Profit on sale of standing
crops or the produce after harvest by a cultivating owner or tenant of land.

Question No: 14 (Marks: 1) - Please choose one
Land revenue rent (Lagan) is received by which of the following authority?

» High Court O
» Supreme Court

» Income Tax Department

> * ¢ \

Question No: 15 ( Marks: 1) - Please choose one

[
What is the tax treatment of Donation to the Pres dem‘ﬁ&mnd for Earthquake

Victims 2005?

» Wholly Taxable
EOWHGIIBRER  (Page o 23)

» Partly Exempt

» Not mention in Ordinance (bt

REFERENCE:
Section 45 President’s Honour ,Q
(1) Any allowance attached to ur, Award, or Medal awarded to a person by the
President of
Pakistan shall be exemptfrom tax under this Ordinance.
(2) Any monetary award grant@d to a person by the President of Pakistan shall be exempt
from tax under
this Ordinance.

Donationto t ident’ s Relief Fund for Earthquake Victims 2005 [Clause (63A),]

0:16 (Marks: 1) - Pleasechoose one

under presumptive tax regime to non resident shipping firm 8% on its gross
receip uite low as compare to other business. Thisis an example of which type of tax
concession?

» Reduction in total taxable income

» Reduction in tax liability
» Reduction in tax rate

Question No: 17 (Marks: 1) - Please choose one
Note: Solve these papers by yourself
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Which of the following section deals with the residential status of Company?
USECHONSE  (Page no 26)
» Section 82
» Section 83
» Section 84
REFERENCE:
Resident Person (Section 81)

Question No: 18 (Marks: 1) - Please choose one
M/s ABC & Co. has been incorporated under Pakistan Companies Ordinance, |

However it's most of the branched and control and management of affair 0
out of Pakistan? What will be the residentia status of M/s ABC & Co.?

» Resident Comﬁani . ( )
» Resident Individual \‘
» Resident AOP &(

REFERENCE:

heory of Control and Management

« If Control and Management of affairs of aco iesin Pakistan, it is Resident
Company, even

if not incorporated in Pakistan %

* Control & Management refers to man f vital affairs/Policy Making Decisions

of the
company Q
QuestionNo: 19 (Marks: 1) - choose one

For aresident AOP which of Ilowing condition must be satisfied?
» Control and management of affairs of AOP is situated partly in Pakistan
» Control and management of’affairs of AOP is situated wholly in Pakistan

» None of't
REFER
Residential Status of “ Association of Person”

Un%v aFirm, HUF, etc. are placed under the head AOP

Contr d management of affairs of AOP is situated wholly or partly in Pakistan
Question No: 20 (Marks: 1) - Please choose one

Any gain arising on the disposal of sharesin a non-resident company belongs to which of
the following?

n options

» Pakistan- source income
(Page no 29)

» Both Pakistan and foreign source of income
www.vuaskari.com
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» None of the given option

Question No: 21 (Marks: 1) - Please choose one
Any amount shall be Pakistan-source income if it is paid by:

» Resident person

» Non-resident person

» Citizen of Pakistan

>

REFERENCE:
Any amount not mentioned in the preceding sub-sections shall be
Pakistan-source income if it is paid by aresident person or borne by a per
establishment in Pakistan of a non-resident person. 6
Question No: 22 (Marks: 1) - Please choose one
Any business carried by Non-resident person in Pakistan through p@
establishment (PE) the general and admin expenditure mcur?K [l be the tax

treatment of such expenditure?

> Exemﬁt from tax due to non-resident

» Allowed as deduction from the income of t
» None ofthe given options
REFERENCE:

http://www.softax.com.pk/PDF/ITO/10 p

@‘roose one
2(22) of the ordinance is categorized in:

Question No: 23 (Marks: 1)
The definition of Empl oyment

» Exclusive Definition
» Both Inclusive and Exelusive
» None of the given o
REFERENCE

usive definitions are given below:

It includes\dictionary meanings as well as meanings conveyed by definition.

Sec. usiness includes any trade, commerce, manufacture, profession, vocation or
adventtire or

concern in the nature of trade, commerce, manufacture, profession, vocation, but doesn’t
include

employment.

(11A) “charitable purpose’ includes relief of the poor, education, medical relief and the
advancement of

any other object of general public utility;

2(22) “employment includes:

Note: Solve these papers by yourself
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* adirectorship or any other office involved in the management of a company;

* aposition entitling the holder to afixed or ascertainable remuneration; or
« the holding or acting in any public office;

Question No: 24 (Marks: 1) - Please choose one
Tax year for the salaried individualsis called as:

» Special Tax Year
v IR

» Fiscal Year

» Financial Year
REFERENCE: O
Significant Points:

Salary from more than one source during atax year |staxable inco

1 Salary may be from former employer, present empl oyer ospec e employer.

1 Sdlary may be from former employer, present employer b‘,tlve employer.

"1 No deductions are allowed under the head “I ncomefro ar

1 In case of Tax Free Salary by the employer, the am paid by employer shall
be added

back to employee’s salary. It tantamount to T
1 Voluntary Payments Taxable

] Tax year of asaaried Person shall be Norma‘I/Tax year

QuestionNo: 25 (Marks: 1) - %voose one
Which of the following section of, Inceme Tax Ordinance 2001 deals with perquisites of

Income from Salary and itst t?
» Section 11

» Section 13 o

» Section 14

http:// . .com.pk/PDF/ITO/13.paf

:26 (Marks: 1) - Please choose one

loyed in Pakistan received dividend amounting Rs. 10,000 in UK from
Pakistani resident company. What is the treatment of dividend in calculating his gross
total income?

» Added in total income
» Subtracted from the total income
» Added in income after tax

» Exempt from tax

Note: Solve these papers by yourself
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Question No: 27 (Marks: 1) - Please choose one

Mr. Kishan Kumar during his yearly tour in Pakistan spends 155 working days, 26 off-
working days 1 strike day and 1 Public Holiday in atax year 2008-09? What will be the
status of the individual ?

» Resident Individual

» Non Resident Individual
» Resident Person

» Resident HUF
REFERENCE:

Resident I ndividual (Section 82)

* Anindividua shall be aresident individual for atax year if the individual-

* ispresent in Pakistan for a period of, or periods amounting'in aggregate to, one hundred
and eighty-three days or more in the tax year; or

* |san employee or officia of the Federal Government or/aProvincial Government
posted abroad in the tax year?

Question No: 28 (Marks: 1) - Please chooseene

A firm ABC maintaining its account in accrualbasis, a June 27, 2008 it is entitled to
receive Rs. 10,000 but actual payments madeat 01 August 2008. It would be charge to
tax into the tax year:

» 2009

» 2006

» 2007

PAPER NUMBER 8

__Section (1TA) of Income Tax Ordinance 2001 defined

“charitablepurpose™ includes relief of the poor, education, medical relief and the
advancement of any other object of general public utility;

» Exclusive definition

ENNENSVEUSHinition  (Pageno 8)

» Both Exclusive and Inclusive definitions

Note: Solve these papers by yourself
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» Statutory definition

REFERENCE:
Inclusive Definition:
Examples of inclusive definitions are given below:

It includes dictionary meanings as well as meanings conveyed by definiti

adventure or concern in the nature of trade commerce manufactur on,
vocation, but doesn’t include employment.
)
P\,

(11A) “charitable purpose” includesrelief of the poor, educatron medical relief and the
advancement of any other object of general public utrlrty,

A definition aso includes the dictionary mean word aretermed as which of the
following?

» Exclusive definition

»> Inclusive definition (Page

» Both Exclusive definition a clusive definitions
» Statutory definitio @

REFERENCE

Inclusive ion:

It includes dictionary meanings as well as meanings conveyed by definition.

Which of thefollowing isthelegal status of the Punjab University under the
provisions of section 80 of the ordinance?

» Individual

Note: Solve these papers by yourself
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> COMPERYE (Page no 16)

» Banking Company

» Hindu Undivided Family

What istherelation between the Non-resident and per manent establishm
per section 105?

» Both have same legal entity O

T @)

» Both are dependent on each other \ @
» None of the given options

REFERENCE:

Taxation of a permanent establishment inPaki of a non-resident person Sec.
105:

(1) Thefollowing principles shall apply ining the income of a permanent
establishment in

Pakistan of a non-resident per Ie to tax under the head “Income from
Business’,

namely:

* The profit of the permanent &Gtabllshment shall be computed on the basis that itisa
distinct L\ ©®

and separate person engaged in the same or similar activities under the same or similar
conditions and dealing wholly independently with the non-resident person of whichitisa

permanent eétabﬂshment

(Pageno 17)

» Allowances

» Deductions

REFERENCE:

"1 Deemed Income at Par with real income
] Cash BasisVsAccrual Basis

1 lllegal Income

Note: Solve these papers by yourself
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1 Lump Sum Recelpts

1 Tax-free income

1 Income can not be taxed twice, if not expressly

1 Mentioned otherwise

"1 Charge on Person

1 Certain Incomes excluded from Taxable Income (exemptions)
1 Lump Sum Receipts

| Tax-free income

1 Income can not be taxed twice, if not expressly

1 Mentioned otherwise

] Certain Incomes excluded from Taxable Income (exemptions)

Sources of Income are classified into heads of income. O

: O

> 4 N

> 5 \‘

> 6 &

REFERENCE:

Under the Ordinance incomeis classified into the fgll0 five heads:

Sdary, Income from property, Income from bu ital gains and Income from
other sources.

section of I T Ordinance 20017

» Section41
» Section 43 0
» Section 47
> SECHGAMEIN (Page no

REFERENCE:
Section 49 Federal rgvin@al Govt. and Local Authority Income
* Income of FederalgGovermment exempt from tax
* Income of Provifci vernment or aLocal Authority in Pakistan shall be exempt
come other than income from Business, derived outside its
hich shall be taxable.
* Feder vernment, a Provincial Government or aLocal Authority shall not be liable
ion or deduction of advance tax.

A fir BC maintaining its account in cash basis, at June 27, 2008 it incurred
expenses for Rs. 10,000 but actual payments made at 01 August 2008. It would be
chargetotax intothetax year:

» 2006

» 2007

> 2008

» 2009
Which of the following does Not come under the ambit of permanent

Note: Solve these papers by yourself
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establishment (PE)?
Branch office
Factory or workshop

Premises for soliciti nﬂ orders

REFERENCE:
Page no 9

Rule 11 of the IT Rule 2002
Section 40 of the Income Tax Ordinance 2001

o
\ °
Section 42 of the Income Tax Ordinance 2001 &

Any income from a business carried on, o '@Kistan through permanent
establishment by aresident person belongst ' the following?

Which of thefollowing section deal with tax treatment of person who.i @r
or receiver of agricultural produce asrent-in-kind in the businesso@ or?

Pakistani source of Income

Both Pakistan and foreign source @b

None of the given option

PAPER NUMBER 9 E

A
MIDTERM EXAMINATION
SPRING 2008 Marks: 40
FIN623 - TAXATION MANAGEMENT (Session- 1) Time: 60min

L
QuestionNo: 1 (Marks: 1) - Please choose one

Which one of the following policy have taxes as an important instrument?

» Monetary policy

» Trade Policy

» Economic Policy
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REFERENCE:
Page no 1 Of handouts

QuestionNo: 2 (Marks. 1) - Please choose one

Which one of the following is the main source of revenue generation of the state?

EX&I Confirmed from vedio lecture)

>

Tariffs
>

I nternal Borrowing
>

Penalties & Fines

QuestionNo: 3 (Marks: 1) - Please choose one

In the canon of taxation, which one of the following statements best describe the benefits
principle?

> —
Pageno 2
» Persons deriving more income leads to enjoy |ess benefits from the state, should be

taxed at the higher rates

» Persons deriving lessincome leads to enjoy more benefits from the state, should be
taxed at the lower rates

» All persons deriving more or lessincome should be taxed at the same rate
REFERENCE:

Hence according to this principle, those who derive mor e income but enjoy less

Note: Solve these papers by yourself
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benefits from the state should be taxed at the lower rates and those per sons who
deriveslessincome but mor e benefits from State should betaxed at high rates.

QuestionNo: 4 (Marks: 1) - Please choose one

Which one of the following is NOT the type of tax?

>

>

>

>

Direct Taxes
Indirect Taxes

Vaue Added Taxes

FEHSREITEREE (Pageno 3)

REFERENCE:

Type of Taxes:

Different types of taxes are explained below:

.. Direct taxes

Direct taxes arethe taxes where incidence of taxation ison the person on whom
levied. For

example income tax

. Indirect Taxes

Indirect taxes arethe taxes where incidence of tax can be shifted by the person
on whom levied to

other persons. For example sale tax

.. Proportional Taxes

Thesetaxes arelevied with the same per centage. For example, salestax islevied
at therate of 15%.

.. Progressive Taxes

Thisisbased on the* capacity to pay” principle of taxation. In thistype, therate
of tax increase as

theincome increase.

. Regressive taxes

A Regressivetax isthe opposite of a Progressive Tax. It isbased on the benefits
received principle.

A type of tax that takes alarger percentage from theincome of low-income
people than theincome
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of high-income peopleiscalled regressive tax.
.. Value Added T axes.

Thistype of tax islevied at each stage of value addition. For example sales tax

QuestionNo: 5 (Marks: 1) - Please choose one

Which one of the following is the Special Accounting Y ear of the Insurance Companies?

» 1% July to 30" June
» 1% October to 30" September

» 1% September to 31% August
REFERENCE:

Pageno 11

QuestionNo: 6 (Marks: 1) - Please choose one

Which one of the following isthe legal status of Mr. Z aDirector in Private Company under
section 80 of the Income Tax Ordinance 20017?

> Individual
» Company
» Hindu Undivided Family

» AOP

REFERENCE:

Page no 16

QuestionNo: 7 (Marks. 1) - Please choose one
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Mr. Ali being citizen of Pakistan of 60 yearsold, if histotal taxableincomeis

Rs.400,000. His tax liability will be reduced by under Part 3 of second

schedule.

10%

25%

50%

75%

REFERENCE:

Reduction in Tax Liability under Second Schedule Part 3

» Any amount received as flying alowance by pilots etc. and junior commaissiOged officers or other
ranks shall be taxed @2.5% as separate block.

* Senior citizen-age 60 years & above where taxable income not exceeding Rs. 400,000/- tax liability
reduced by 50%.

QuestionNo: 8 (Marks: 1) - Please choose one

Mr. Khan is an employee of ABC Co. the company has provided adriver and a gardener to him.
What will be the treatment of their salaries as per Income Tax Ordinance 20017

» Ssaaries paid to them subtracted from the salary of Mr. Khan

» Haveno relation with salary of Mr. Khan
» Saaries pad to them are exempted from Tax
REFERENCE:

PAGE NO 39 SALARY AND ITSCOMPUTATION.

QuestionNo0: 9 (Marks: 1) - Please choose one

Which one of the following is an example of tax evasion?
» Mr. Javed transfers stock to his grandchildren so that the dividend income isincluded
in their taxable income

» MisSaimasells her corporate bonds and reinvests the proceeds in tax exempt
municipal bonds
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» Khuraminvestsin an apartment that expects to show losses for the next three years

Question No: 10 (Marks: 1) - Please choose one

Mr. Suleman is an employee of ABC Co. utilities are provided by Company to him for the tax year
2007. What will be the treatment of Utilities as per Income Tax Ordinance 2001 in the tax year

20077

» Utilities paid are added in the salary of Mr. Suleman

> Fair market value of Utilitiesisadded in the salary of Mr. Suleman

» 10% of Utilitiesis exempted from tax and remaining amount will be added in the
salary of Mr. Suleman

» Utilities paid are exempted from Tax
REFERENCE:

where, in atax year, utilities are provided by an employer to an employee, the amount
chargeable to tax to the employee under the head “Salary” for that year shall include
the fair market value of the utilities provided, as reduced by any payment made by the
employee for the utilities




