
MODEL SOLUTION 
 
 

THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS OF BANGLADESH 
CMA DECEMBER, 2017 EXAMINATION 

PROFESSIONAL LEVEL-II SUBJECT: 204. TAXATION 

Time: Three hours __________________________________________________ Full Marks: 100 

 All questions are to be attempted. 

 Show computations, where necessary. 

 Answer must be brief, relevant, neat and clean. 

  • Start answering each question from a fresh sheet. _________________________________  

 

Q. No. I 
 
(a) The net assets of Mr. Jamil as on June 30, 2017 include bank balance of TK. 50 lakh that he 

claimed as a gift received from his father. The said amount of TK. 50 lakh is reflected in 
the bank statement of Mr. Jamil. However, no trace of such transaction is found in the 
bank statement of Mr. Jamil's father and hence, the DCT is reluctant to accept the gift. As a 
tax consultant of Mr. Jamil, in the light of Income Tax Ordinance 1984 what are the 
arguments you will put forward to convince the DCT in accepting the gift. 

 

(b) Analyze the following cases in the light of Income Tax Ordinance 1984: 
 
Mr. Kadri submitted income tax return for the assessment year 2016-17 showing income 
from business TK. 5 lakh. During the proceedings of making assessment for 2016-17 it is 
found that Mr. Kadri purchased saving certificates of TK. 20 lakh in the month of 
September 2015. But the net assets of Mr. Kadri as on June 30, 2016 do not include these 
saving certificates. Being informed of this definite information Mr. Kadri submitted revised 
return for the assessment year 2016-17 showing business income TK. 7 lakh, and fisheries 
income TK. 18 lakh which is subject to tax at a reduced rate and also included the saving 
certificates of TK. 20 lakh in his net assets as on June 30, 2016. 

 
(c) Mr. Sami submitted income tax return for the assessment year 2016-17 showing income from 

business TK. 4 lakh and initial capital TK.16 lakh under section 82BB of Income Tax 
Ordinance 1984. However, he submitted income tax return for the assessment year 201718 
showing income from business TK. 4.25 lakh but reduced the initial capital as shown in the 
assessment year 2016-17 to TK. 15 lakh. 

 
(d) Mr. Rajan submitted income tax return for the assessment year 2017-18 showing fisheries 

income TK. 8 lakh subject to tax at a reduced rate and initial capital TK. 40 lakh under 
section 82BB of Income Tax Ordinance 1984. 

 

(e) Mrs. Nilufar Begum submitted income tax return for the assessment year 2017-18 showing 
Business income TK. 10 lakh and initial capital TK. 50 lakh under section 82BB of ITO,1984  

[Marks: (5 x 5) = 25] 



Solution to the Q. No. 1 
 

(a) Section 19 (28) is amended through finance act 2017. As per amended section 19(28) gift 
from parents is acceptable if formal channel is involved. The gift is reflected in the bank 
statement of the receiver. Therefore, the condition of formal channel is fulfilled here. 
Reflection of the transaction of the gift in the bank statement of father is not mandatory as 
per amended section 19(28). However, the ability of the father to make such gift should 
be verified. If the father's wealth statement contains sufficient asset or fund to make such 
gift then the condition of verifiability is also fulfilled. 

(b) The income which is not shown in the original return but shown the revised return is not 
entitled to get preferential tax treatment as per section 19(31). Hence, fisheries income 
TK. 18 lakh would be taxed at regular rate not at reduced rate. 

(c) As per section 82BB initial capital shall have to be maintained for 5 years. Here, in the 
instant case, initial capital has been reduced by TK. one lakh within the 2nd year. Hence, 
as per provision of section 82BB TK. one lakh that has been reduced shall be taxed as 
income from business and profession in the assessment year 2017-18. 

(d) As per section 82BB (11) question may be raised by the DCT regarding the source of this 
initial capital because shown income is not subject to tax at regular rate. 

(e) As per section 82BB (11) initial capital of TK. 50 lakh shall be treated as being explained. 
Question shall not be raised regarding the source of this initial capital because its 20% 
income is subject to tax at regular rate. 

 
 
Q. No. 2 
An importer imported an item from abroad. Particulars are given below: 

Invoice Value TK. 50,00,000/ 

Freight and Insurance Cost TK. 500,000/ 

Landing Charge 1 % 

Customs Duty (CD) 10% 

Regulatory Duty (RD) 5% 

Supplementary Duty (SD) 10% 

Value Added Tax (VAT) 15% 

Advance Income Tax (AIT) 3% 

 

Compute the following: 
 
(i)  Assessable Value (AV) 
(ii) CD 
(iii) RD 
(iv) SD 
(v) VAT 
(vi) AIT 
(vii) Assuming all other costs including carrying charge from custom clearance point to the 

business premises of the importer TK. 100,000/- determine the amount that will be 
recorded as purchase cost of this imported item in the books of accounts of the importer. 

[Marks: (2+2+2+2+2+2+3) = 15] 
 



Solution to the Q. No. 2 

(i) AV = (50, 00,000 + 500,000) x 1.01 = TK. 55, 55,000/- 

(ii CD = (AV x CD rate) = 55, 55,000/- x 10% = TK. 555, 
500/- 

(iii) RD = (AV x RD rate) = 55, 55,000/- x 5% = TK.277, 
750/- 

(iv)  SD = (AV + CD + RD) x SD rate = (55, 55,000 + 555, 500  + 277, 750) x 10% = TK. 
638,825/- 

(v)  VAT = (AV + CD + RD + SD) x VAT rate = (55, 55,000 + 555, 500 + 277, 750 + 638,825) 
x 15% = TK. 10,54,061/- 

(vi) AIT = (AV x AIT rate) = 55, 55,000/- x 3% = TK.166,650/- 

(vii)  Purchase cost to be recorded = AV + CD + RD + SD + other cost including carrying 
charge = 55, 55,000 + 555, 500 + 277, 750 + 638,825 + 100,000 = TK. 71,27,075/- 

 
Q. No. 3 
 
(a) Mr. Jalil is a distributor of a company. In the income year corresponding to the assessment year 

2017-18 the company deducted tax at source TK. 50,000/- under section 53E of Income 
Tax Ordinance 1984 from the commission paid to Mr. Jalil who submitted income tax return 
for the assessment year 2017-18 showing business income TK. 650,000/- and thus claimed 
refund of TK. 10,000/-. Is the refund claimed by Mr. Jalil correct? Why? Explain citing 
relevant sections of Income Tax Ordinance 1984. 

(b) Mr. Ranjit imported an item from abroad and paid AIT TK.150,000/- at import stage. He 
supplied the same item without any change in form or otherwise to a hospital for TK. 60 lakh in 
October 2017. The accountant of the hospital while making the payment is poised to deduct 
tax at source TK.240, 000/- arrived at the rate of 4% on TK. 60 lakh. Is the accountant of the 
hospital correct in computing the amount of tax that shall be deducted at source from this 
supply bill? If not, what shall be the correct amount of Tax Deduction at Source (TDS) from this 
supply bill? As a tax consultant of Mr. Ranjit, what are the arguments and documents you will 
present before the accountant of the hospital in the light Income Tax Ordinance 1984? 

[Marks: (5 x 2) = 10] 

 

Solution to the Q. No. 3 

(a) Through finance act 2017, Section 53E is included in section 82C. Therefore, tax 
deducted at source U/S 53E shall be treated as minimum tax under section 82C. Hence 
no refund is allowed for TDS U/S 53E. So, refund claimed by Mr. Jalil is not correct. 

(b) Through finance act 2017, Section 52 is amended. Consequently, AIT paid at import 
stage shall be adjusted against TDS calculated for supply. Here, TDS on supply = 60, 
00,000/- x 4% = TK. 240,000/- against which AIT paid at import stage TK. 150,000/- shall 
be adjusted. Hence, (240,000 - 150,000) = TK. 90,000/- shall be deducted from supply 
bill. For this, document evidencing AIT paid at import stage such as bill of entry, 
assessment order of custom authority might be presented to the deducting authority. 

 
 
 
 
 



Q. No. 4 

Mrs. Shoheli's salary in the financial year 2016-17 is as follows: 

 
Particular Amount in Taka 

Basic salary 16,00,000/ 

Bonus 400,000/ 

House rent allowance 800,000/ 

Medical allowance 160,000/ 

Conveyance allowance 100,000/ 

 
Mrs. Shoheli is also the owner of a four storied residential building in Dhaka. The second floor of 
the building is occupied by her. In the financial year 2016-17 she received total rent TK. 12,80,000/-, 
and paid city corporation tax TK.50,000/-, interest on home loan TK. 100,000/-, land tax TK.500/-. 
 
As per section 25 (1) (h) of Income Tax Ordinance 1984 one fourth of annual value was allowed as 
repair and maintenance expenses in computing income from house property. However, Mrs. 
Shoheli claims that her actual repair and maintenance expenses is TK. 100,000/- and hence, 
she takes the rest of the allowed repair and maintenance expenses in excess of her actual 
expenses in this regard as a source of her increase in net wealth in the assessment year 2017-18. 

 

In the income year corresponding to the assessment year 2017-18 Mrs. Shoheli received FDR 
interest TK.300, 000/-, and purchased saving certificate of TK.500, 000/.Mrs. Shoheli's net asset as 
on 30/06/2017 is TK. 2, 35, 88,870/-. Her net wealth accretion including family expenditure and all 
taxes paid as well as deducted is TK. 65, 00,000/- for the assessment year 2017-18. Her net asset 
as on 30/06/2017, nevertheless, includes gift received from her father TK. 25, 00,000/-. However, on 
the ground of verifiability the DCT does not accept TK.25, 00,000/- claimed to have been received 
as gift from father as a source of fund for net wealth accretion including family expenditure and all 
taxes paid as well as deducted for the assessment year 2017-18. Consequently, she falls short of 
fund TK. 21, 10,500/- in this regard. 
 
Tax of TK.170, 000/- has been deducted from Mrs. Shoheli's salary in 2016-17 and other deduction 
of tax at sources has been made properly. She paid advance tax TK. 350,000/-U/S 64 for the 
assessment year 2017-18. For the assessment year 2017-18 compute the following with regard 
to Mrs. Shoheli: 

(i) Salary income 

(ii) House property income 

(iii) Income from other sources 

(iv) Total Income and tax payable on total income 

(v) Investment allowance and tax credit 

(vi) Amount of AIT paid on account of tax deducted at sources 

(vii) Net tax payable 
 
Does Mrs. Shoheli have to pay any surcharge in 2017-18? Explain. If yes, how much? 

 

[Marks: (3+5+5+2+3+1+1)+5 = 25] 

 

 



Solution to the Q. No. 4 

 

(i) Salary income: 

 

Particular Amount in Taka 

Basic salary 16,00,000/- 

Bonus 400,000/- 

House rent allowance (800,000 - 300,000) 500,000/- 

Medical allowance (160,000 - 120,000) 40,000/- 

Conveyance allowance (100,000 - 30,000) 70,000/- 
Salary Income 26,10,000/- 

 

(ii) Income from house property 

 

Annual value: Rent received  TK. 12.80,000/- 

Repair & Maintenance 
25% of 12,80,000/- 

 (TK. 320,000/-) 

City corp. tax TK. 50,000/-  

Interest on home loan  TK. 100,000/-  

Land tax TK. 500/-  

Allowed: 3/4th of 150,500/- TK. 150,500/- (TK. 112,875/-) 

Income U/S 19(30) (320,000 - 100,000) TK. 220,000/- 

Income from house property  TK. 10,67,125/- 

 
(iii) Income from other source 

FDR interest: TK. 
300,000/- U/S 19(3) : 
TK.21, 10,500/- 

TK. 24, 10,500/ 

(iv) Total income: a + b + c =·26,10,000/- + 10,67,125/- + 24, 10,500/- = TK. 60,87 ,625/- Tax 
payable = (40,000 + 75,000 + 120,000 + 750,000 + 386,288) = TK. 13, 71,288/- 

(v) Investment allowance: As per the question, actual investment TK. 500,000/- 

 Investment tax credit: (250,000/- x 15%) + (250,000/- x 12%) = 37,500 + 30,000 =·TK. 
67,500/- 

(vi)  U/S 50:   TK.170,000/-  
 U/S 53F: TK. 30,000/-  
 Total AIT: TK. 200,000/- 

(vii)  Total tax paid: Total AIT + U/S 64 = 200,000 + 350,000 = TK. 550,000/- Net tax payable 
= 13, 71,288 - 67,500 - 550,000 = TK. 753,788/- 

 Mrs. Shoheli's net asset as on 30/06/2017 is TK. 2, 35, 88,870/- that includes gift TK. 25, 
00,000/- which is not accepted by the DCT. Hence, her net asset as on 30/06/2017 
comes down to TK. 2, 10, 88,870/- which is not subject to surcharge. 

 

 

 



Q. No. 5 
 

The profit and loss account of ABC Pharmaceuticals Limited - not listed in stock exchange - for 
the year ended on June 30, 2016 reports net income of Tk. 20, 00,000. A careful scrutiny of 
accounts and supporting documents revealed the following facts: 
 

1) The company recovered Tk. 20,000 from bad debt that was written off earlier and 
was allowed. The amount so recovered was credited to sundry debtors account. 

2) The company had Tk. 80,000 interests due to Bangladesh Development Bank Ltd. in 
the income year 2008-09 and such interest was shown as allowable deduction in 
that year. Still, such interest remains unpaid. 

3) The company has a trading liability with one overseas company to the tune of Tk. 
1, 50,000which has been totally waived by the overseas company under special 
agreement during this year. 

4) During the year, the company sold one equipment for Tk. 1, 80,000 which was 
purchased at a total cost of Tk. 1, 30,000 and had a written down value of Tk. 90,000 
on the date of sale. The company reports Tk. 90,000 as gain on sale of equipment in 
the credit side of profit and loss account. 

5) Due to a sudden fire on the factory building, the extended portion of the building is 
totally destroyed and compensation received from the insurance company totaled 
Tk. 2,50, 000.In addition, the company realized an additional sum of taka 30,000 by 
selling the scrap. The extension was constructed at a total cost of Tk. 4, 00,000 and 
depreciation charged to date amounts to Tk. 50,000. 

 
6) The company sold a scientific apparatus used for scientific research for Tk. 80,000 which 

was originally purchased at Tk. 1, 50,000 and fully depreciated. The sale proceed is not 
recorded at all. 

7) Tk. 1, 20,000 paid to an institution for scientific research which is not approved by NBR. 

8) Salary of Tk. 5, 00,000 and rent of Tk. 80,000 were paid without deducting tax at 

source. 
9) Payment of brokerage and commission of Tk. 60,000 made to a non-resident without 

deducting tax at source. 

10) Sum of Tk. 50,000 expended to train employees (Bangladeshi citizen) in connection with 
11) as cheme approved by the Board. 
12) Annual membership fee of Tk. 1, 50,000 is paid to Bangladesh Pharmaceutical Society 

which is a professional institution recognized by the Board. 

a. Expenditure on publicity and advertisement, Tk. 3, 00,000/ 
13) Free sample distributed was Tk. 2, 00,000. Annual turnover during the year was Tk. 

80,00,000. 

Compute the total income and tax payable of the company. 

[Marks: 25] 

 

 

 

 

 



Solution to the Q. No. 5 

 

Net income reported  20,00,000/- 

Less: Capital gain on sale of equipment 90,000/- 19,10,000/- 

Added to reported net income:   

Bad debt recovered 20,000/-  

Unpaid interest U/S 19(15)(aa) 80,000/-  

Waived trading liability UIS 19(15) (b) 150,000/-  

Business income on sale of equipment U/S 
19(16): 130,000 -90,000 = 40 ,000/- 

40,000/-  

Expenditure allowed on destruction of building: 250,000 
- (350,000 - 30,000) = - 70,000/-. We assume that it has 
been treated accordingly in preparing the P/L A/C. 
Hence no further treatment is given 

  

Business income on sale of scientific apparatus 
U/S 19(16): 80,000 - 0 = 80,000/- 

 
80,000/- 

 

Unapproved payment for scientific research 120,000/-  

Disallowed U/S 30 for failure of 
TDS 

Salary  500,000/- 
Rent
 80,00
0/- Commission 

 
 
 
 

640,000/- 

 

Disallowed U/S 30(f) (iv) and rule 65 C: 
Expenditure allowed for free sample 
distribution: 
80,00,000/- x 2% = 160,000/. 
Expense claimed: 200,000/- 
Hence, disallowed: 200,000 - 160,000 = 40,000 

 
 
 
 
 

40,000/- 

 

Total addition  1170,000/- 

Income from business  3080,000/- 

Capital gain on sale of 
equipment 180,000 - 130,000 = 
50,000/- 

  
50,000/- 

Total Income  3130,000/- 

Tax payable 3130,000 x 35% 1095,500/- 

 
 
 

 

= THE END = 
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