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Case Study – Arka Roy 

Arka Roy and Shamli Mirchandani Roy met you at a club party three years ago. They were impressed by your 

simple conversation about the concepts of Financial Planning and got alarmed at their extravagant lifestyle. 

Arka, aged 37 years then, used to be a General Manager (Marketing) in a leading Consultancy firm in Mumbai. 

He had been in the firm for the last 8 years. His wife Shamli, aged 36 years, had been serving as a Tennis Coach 

in a local Sports Club for one year. Arka was also fond of playing Tennis and used to spend an hour of his 

evening at the Club court regularly. They had a son, Shantanu, aged 5 years, and a daughter Payoli, aged 2 

years then. They entered into a clientele with you, a CFP
CM

 practitioner, for preparing a Financial Plan for 

them.  

The details of their family finances three years ago were as follows:   

Income per month 

Arka       : Rs. 1,38,000 (post TDS of Rs. 18,500) 

Shamli      : Rs. 36,000 (post TDS of Rs. 2,400) 

Expenses per month 

Monthly Household expenses   : Rs. 30,000  

House rent     : Rs. 30,000  

Power/Fuel/Telecom    : Rs. 25,000  

Personal Expenses (Arka)   : Rs. 25,000 (Cigarettes/ Liquor) 

Irregular Expenses    : Rs. 10,000  

Schooling & Creche    : Rs.   7,000  

EMI (Car Loan, Arka)    : Rs. 12,600  

EMI (Car Loan, Shamli)    : Rs.   4,200  

Fees, Interest & Misc. charges   : Rs.   4,000  

Club Fees & Special charges   : Rs.   1,200 (apportioned)     

Annual Holiday Abroad     : Rs.   8,000 (apportioned) 

Personal Assets (present market value) 

Car (Arka)     : Rs. 5,05,000 (1 year old car) 

Car (Shamli)     : Rs. 1,68,000 (2 years old car)  

Gold & Diamond Jewellery   : Rs. 4,50,000  

Investments & Savings 

PF Account (Arka)    : Rs. 3,78,700  

Savings Bank A/c. (Arka)    : Rs. 1,07,500 

Savings Bank A/c. (Shamli)   : Rs.    53,200 

Liabilities  

Car Loan (Arka)     : Rs. 5,20,000  

Car Loan (Shamli)    : Rs. 1,53,700  

Credit Cards outstanding   : Rs.    77,300  

You observed that Roy family had no insurance, no investments, and no fixed assets to back them up. They 

were residing in a 3 BHK flat for which Arka use to pay a monthly rent of Rs. 30,000. There was a complete lack 

of tax planning too. The only goal that Roy family told at that time was to send Shantanu to a Boarding school 

at Dehradun and Payoli to an International School in their city, after three years from then. 

 

You advised Roy family to immediately adopt financial discipline in their day-to-day life. As it was not feasible 

to change their lifestyle immediately, you made a Financial Plan for them which was supposed to be due for 

renewal after three years. You suggested them the following course of action: 

1. Reduction in Power/Fuel/Telecom bill by 20% 

2. Reduction in Arka’s Personal Expenses by 40% 

3. Reduction in Irregular Expenses by 50% 
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4. Retention of only 2 credit cards of Arka and 1 credit card of Shamli. Pay off the outstanding on credit 

cards, which was due to indiscriminate expenditure converted into EMIs.  

5. A three-year moratorium on Holidays abroad. To explore India and save 50% on this count. 

You estimated a monthly savings of at least Rs. 25,000 which should be channelised towards: 

A. Term insurance of Rs. 50 lakh for Arka's life and Rs. 20 lakh for Shamli's life. 

B. PPF Accounts in the name of Arka and Shamli with deposit of Rs. 5,000 per month in both the 

accounts from their respective incomes. 

C. SIP in a good Equity Growth Scheme of a mutual fund for Rs. 7,000 p.m. from Arka’s account. 

D. SIP in a good Equity Linked Savings Scheme of a mutual fund for Rs. 3,000 p.m. from Arka's account 

E. Accumulate Arka’s year-end bonuses, and other incentives in liquid scheme of a mutual fund for 

Shantanu and Payoli's school admission.     

 

Today, the 21st March, 2009 is the date for renewal of Financial Plan of Arka and Shamli. They look more 

confident today in handling their finances. They have amassed a sum of Rs. 8.50 lakh (market value of 

outstanding units as on 27
th

 February 2009) in the liquid scheme of a mutual fund for meeting induction 

expenses of Shantanu’s Boarding and Payoli’s Schooling as planned. As per statement received from mutual 

fund houses for the period ended 31st December, 2008, following were the value of outstanding units:  

 

ELSS A/c
1
     :  Rs. 95,140  

Equity Growth Scheme
2
    :  Rs. 1,07,670  

1
 Started on 1st April 2006, SIP of Rs. 3,000 per month. 

2 
Started on 1

st
 July 2006, SIP of Rs. 7,000 per month, redeemed outstanding units as on 31

st
 December 

2006 in the end of December 2007, Redemption Amount received Rs. 75,033. 

 

Arka informed you that he has been promoted as Executive Director (Marketing and Publicity) in his company 

and he is in a revised monthly salary which is as follows:  

 

Basic Salary     :  Rs. 1,00,000 

Dearness allowance    :  Rs.    30,000 

House Rent Allowance    :  Rs.    50,000 

Other Misc. Allowance    :  Rs.    30,000 

 

Shamli’s club has started providing coaching services to a Tennis Academy. Shamli shoulders this responsibility 

apart from her job as Club Tennis Coach. She is being paid Rs. 60,000 per month now.   

 

Roy family has realized the worth of financial discipline and they can now visualize their financial goals which 

they have enlisted as below: 

 

1. A three bedroom flat in Mumbai within a year. 

2. Corpus for higher studies of Shantanu and Payoli needed after 10 and 15 years respectively from now. 

3. Corpus for retirement after 20 years from now. 

4. A family holiday abroad every year for atleast 10 years starting from next year.  

5. Corpus for a decent wedding of their children after 20 years. 

6. Purchase of a plot after 5 years at a mini-metro to construct a retirement home.     

7. Purchase of a commercial land after 5 years at the same place as retirement home for the purpose of 

developing it as a Tennis Academy. 

Assumptions: 

Average inflation    :  5% p.a.  

Average risk-free rate of interest  :  7% p.a.  

Average return expected from equity  :  11% p.a. 

Average return expected from debt   :  8% p.a. 
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Questions: 

 

1) You get the information about dividends received from Arka’s investments ELSS scheme and Equity 

Growth scheme. Towards the end of December 2006 and December 2007 the respective dividends 

received (cash payout) from ELSS scheme were Rs. 3,522 and Rs. 15,278 whereas from Equity Growth 

scheme the same were Rs 7,197 and Rs. 27,621. The part redemption made in December 2007 from 

Equity Growth scheme was after the Record Date for dividend. You estimate the returns obtained from 

ELSS scheme and Equity Growth scheme for the period of their respective investment till December 

2008. The same is __________.          

 

A) 11.9% p.a. and 4.7% p.a. 

B)  10.4% p.a. and 12.4% p.a. 

C) 9.4% p.a. and 10.8% p.a. 

D) 12.2% p.a. and 3.6% p.a. 

 

2) Arka and Shamli started their PPF A/c. with Rs. 5,000 each on 3
rd

 April 2006. On the first working day 

of every month they are depositing Rs. 5,000 from their respective bank accounts in their PPF 

Accounts. They have not updated their PPF Accounts Pass Book even for a single year. They ask you 

what the balance in their respective account could be as on 1
st

 April 2009, as well as on the maturity 

of account, if they continue this investment upto the maximum permissible period in the same 

manner as they have been till now.        

 

A) Rs. 2,03,225 and Rs. 18,98,300 

B) Rs. 1,94,784 and Rs. 18,19,457 

C) Rs. 2,03,225 and Rs. 16,99,722 

D) Rs. 2,01,926 and Rs. 18,86,170 

 

3) Arka bought a term insurance on his life for a sum assured of Rs. 50 lakh and on Shamli’s life for a sum 

assured of Rs. 20 lakh, as suggested by you three years ago. You have now estimated a gap in life 

insurance coverage of Arka and Shamli depending on following factors:  

i)  their current salary; 

ii) post-tax salary of Arka and Shamli to be 82% and 90% of gross salary respectively,  

ii) income replacement to the extent of 60% for 20 years’ post-tax salary,  

iv)  rate of salary growth to be 5% and  

v) discount rate to be risk free rate of return.  

You have estimated the approximate gap in life insurance of Arka and Shamli, respectively as 

_________.            

 

A) Rs. 154 lakh and Rs. 44 lakh 

B) Rs. 158 lakh and Rs. 40 lakh 

C) Rs. 179 lakh and Rs. 45 lakh 

D) Rs. 208 lakh and Rs. 65 lakh 

 

4) Arka informs you that he accumulates his year-end bonuses in a liquid scheme in such a manner that 

Rs. 2.0 lakh were invested on 30
th

 April 2006, Rs. 2.4 lakh on 31
st

 May 2007 and Rs. 2.8 lakh on 30
th

 

April 2008 apart from Rs. 50,000 incentive on 31
st

 December 2007. He estimates total induction 

expenses in the respective schools of his children to be Rs. 6.5 lakh due on 30
th

 April, 2009. If he uses 

this liquid scheme to accumulate and dispense the monthly fees/charges for both schools, estimated 

at Rs. 20,000 per month with first such payment due on 31
st

 May, 2009 and rising year-on-year by 

10%, what additional funds (approximate) are required to be invested on 31st May 2009 to take care 

of such expenses for the next three years? 
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 (Assumptions: Returns experienced in the liquid scheme remains the same for the future period in 

question; SWP (Systematic Withdrawal Plan) is entered into to redeem units equivalent to monthly 

outgoings as required; No exit load applicable in the current scenario of withdrawals)   

 

A)   Rs. 5,17,750 

B)   Rs. 5,25,400     

C)   Rs. 5,03,700 

D)   Rs. 5,94,400 

 

5) Shamli’s car has a resale value of Rs. 40,000 today. She has misplaced her loan documents, but does 

remember that the car was financed at an interest rate of 14% p.a. on monthly reducing balance basis 

for tenure 6 years. She wants you to estimate whether the sale proceeds today would be enough to 

pay off the loan outstanding. You estimate that the sale proceeds would ___________.   

 

A) be lower by Rs. 6,778 than the principal outstanding 

B) be more by Rs. 21,610 than the principal outstanding 

C) roughly match with the principal outstanding 

D) be lower by Rs. 10,400 than the principal outstanding  

 

6) Arka and Shamli have identified a flat at a decent location in Mumbai which would cost Rs. 60 lakh. A 

housing finance company is ready to disburse a loan for 90% of the cost of flat at 9.75% p.a. floating 

rate of interest on reducing monthly balance basis for loan tenure of 18 years. They wish to take a 

joint loan to avail of maximum tax benefit. What could be the minimum share of Shamli in the joint 

loan amount opted to the maximum permissible extent of the loan amount so as to afford her 

maximum tax benefits under section 24 of Income Tax Act in the first year of loan repayment? 

(Assumption: Loan is disbursed on 1
st

 April, 2009)       

 

A)  29% 

B)  26% 

C)  35% 

D)  31% 

  

7) Present higher study costs are in the range of Rs. 12 – 15 lakh within India and Rs. 25 – 30 lakh abroad 

for a term of 3 years. Arka chooses to fund the lower band of Shantanu’s studies abroad and higher 

band of Payoli’s studies in India. Such costs are estimated to increase 8% p.a. in India and 4% p.a. 

abroad. The couple asks you what quantum of money per month needs to be invested starting today 

for a corpus 10 years from now so that it is self-sustaining thereafter. You estimate on the assumption 

of an equity oriented balanced fund investment yielding 9.5% p.a. to arrive at the monthly 

investment. The same is _________. 

 (Assumption: The annual withdrawal when due is effected in the beginning of the year)    

 

A) Rs. 33,126 

B) Rs. 30,086 

C) Rs. 31,101 

D) Rs. 32,390    

 

8) Roy family’s current monthly expenses are estimated to be Rs. 70,000. They would curtail such 

expenses by 35% post-retirement. Starting from now, they want to build a corpus in the next 20 years 

so that the corpus lasts further upto 20 years when invested in a pension fund yielding 7.5% p.a. in 

order to draw a pension amount equivalent to their monthly inflation adjusted post-retirement 

expenses for the next 20 years. While accumulating the proposed corpus you advise them to be 

aggressive in the first stage of 5 years and invest in a mix of equity and debt funds which would yield 

10% p.a., then to switch in a conservative mix which would yield 8.5% p.a. in the second stage for next 

10 years, and finally switch to a capital protection category of investment yielding 7% p.a. in the last 
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stage of 5 years. The monthly contribution at each of the subsequent stage is increased by 50% of the 

contribution made in the previous stage. The initial contribution (in the first stage) per month comes 

to _____.            

     

A) Rs. 29,000 

B) Rs. 44,600 

C) Rs. 40,100 

D) Rs. 24,100 

 

9) Arka has estimated present wedding cost for each of his children as Rs. 15 lakh. He hopes to organize 

a joint wedding function, thereby saving 25% of the cost.   He wishes to invest every quarter for the 

next 15 years to accumulate this corpus. He seeks your advice for this quantum of quarterly money 

and ways to accumulate the corpus in a tax-efficient manner. You advise to _______.    

 

A) invest Rs. 24,100 quarterly in an Equity Growth MF scheme for 15 years and allow the corpus to 

grow for the next 5 years 

B) start PPF A/c. in both children's name and invest Rs. 35,000 cumulatively per quarter for 15 years, 

extend maturity for the balance term without further contribution   

C) invest Rs. 30,000 quarterly in an equity-oriented balanced scheme of a mutual fund yielding 9% 

p.a. for 15 years and allow it to grow in the same scheme for 5 more years 

D) start PPF A/c. in both children's name and invest Rs. 15,000 in each account quarterly for 15 years; 

invest the maturity amount of both accounts in an Equity Growth MF scheme for the balance term  

 

10) Which type of insurance would you recommend for Shamli?      

A) A physical disability may affect her profession badly, hence she may opt for high amount disability 

insurance.   

B) Her job being akin to a sportsman, she should go for health insurance. 

C) Irrespective of her profession, a plain term life insurance is recommended. 

D) She should go for a term life insurance policy having higher sum assured with disability rider. 

 

11) Shamli has received an offer from the Club to restructure her emoluments in the form of a 

consultancy in place of regular employment. She has been offered 20% higher earnings (exclusive of 

service tax). She asks your advice. You suggest _______.      

   

A) she should opt for the restructured package as many of her expenses can be set off against her 

business income  

B)   she should retain her regular employment with the Club as it is safer than Consultancy business 

C)   as she may shortly complete 5 years in the Club, she might be eligible for certain employee 

benefits such as Gratuity. She may refuse the offer  

D)   the Consultancy offer is not far superior to warrant a change  

 

12) On May 2004, Arka had invested in 10,000 shares having face value of Rs. 10 per share which is an 

unlisted company and a subsidiary of the company for which he is working. The subsidiary company 

gave an offer two months ago to buy back such shares at Rs. 93.50 per share. Arka accepted the buy-

back offer and has recently got an amount of Rs. 9.35 lakh. He seeks your advice on taxability of such 

sum received. You advise that __________ is payable as capital gains tax.     

 

A) as the subsidiary company is unlisted, a basic rate of 30% plus surcharge and cess if applicable  

B) a basic income tax rate of 20% plus surcharge and cess if applicable, with the benefit of indexation 

or 10% plus surcharge and cess if applicable, without the benefit of indexation which ever is 

beneficial to Arka  

C) long-term capital gains tax at a basic rate of 20% plus surcharge and cess if applicable  

D) a basic income tax rate of 20% plus surcharge and cess if applicable, with the benefit of indexation  
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13) Arka wants to purchase a Child Plan from a Life Insurance company to meet Shantanu’s educational 

needs. He wants to know, if he gets permanent physical disablity due to accident which would hamper 

his income pursuits, by what means can the policy be kept in force without payment of further 

premium but retaining intended benefits. You advise _________.    

 

A) Payor Rider 

B) Dreaded Disease Rider 

C) Living Benefit Rider 

D) Survivor Purchase Option Rider     

 

14) Which of the following shall you avoid while providing Financial Planning services to Arka and Shamli 

in line with the Ethical and Professional Conduct of CFP Certificant entailed by FPSB India?  

 

A) Keep the client informed of developments in the field of Financial Planning. 

B) Advice the client in those areas in which you have competence. 

C) Seek council of qualified individuals for areas in which you lack adequate competence.  

D) Alter existing financial strategy promptly, even without confirming to client, if the change in 

circumstances materially impacts the client’s financial goals. 
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 Case Study - Anil Bhai  

 

Today is 31
st

 March 2009. Anil Bhai Parmar, aged 53 years, belongs to a Gujarati business family whish is based 

in Rajkot for the last 80 years. The family runs a fast food chain in entire Gujarat as a partnership firm by the 

name of M/s Girdhari Lal & Sons. Anil has basic academic qualifications with exceptional entrepreneurial skills. 

It was due to Anil’s skills which drove their family's business from a small recreation shop to a vast restaurant 

chain in Gujarat in 20 years' time. Anil, his uncle Surender and his father were engaged in their family 

business, and of late Anil’s brother Pankaj along with Sahil have joined their family business by winding up 

their other business. Now Anil’s ambition is to expand this food chain all over India.  There is also a family HUF 

which consists of 14 members. Anil’s father Seth Girdhari Lal Parmar is the Karta of their family HUF. Following 

is the status of HUF as well as partnership firms: 

 

 

Partnership 
SL No Name/Age  HUF Status 

Share Status 

1 Girdhari Lal Parmar (82) s/o late Sh. Padamsen Parmar Karta 10% Working 

2 Mohini Ben Parmar (75) w/o Girdhari Lal Parmar Member 05% Non working 

3 Surender Parmar (70) s/o late Sh. Padamsen Parmar Member 10% Working 

4 Pankaj Parmar (59)  s/o Sh. Girdhari Lal Parmar Member 15% Working 

5 Gomti Ben Parmar (57) w/o Pankaj Parmar Member N/A Non partner 

6 Sahil Parmar (34) s/o Pankaj Parmar Member 05% Working 

7 Sulekha Parmar (33) w/o Sahil Parmar Member N/A Non partner 

8 Master Sitanshu (08) s/o Sahil Parmar Member N/A Non partner 

9 Samyak Parmar (29) s/o Pankaj Parmar Member 05% Working 

10 Anil Bhai Parmar (53) s/o Girdhari Lal Parmar Member 20% Working 

11 Radhika Ben Parmar (50) w/o Anil Bhai Parmar Member 10% Non working 

12 Satish Parmar (28)  s/o Anil Bhai Parmar Member 10% Working 

13 Naveen Parmar (25) s/o Anil Bhai Parmar Member 10% Non working 

14 Bhawna Parmar (22) d/o Anil Bhai Parmar Member N/A Non partner 

 

 

Satish’s wedding is due on 1
st

 July 2009 with the daughter of a friend of Anil. Satish’s fiancée Apoorva is a well 

qualified girl working in an MNC at present but after marriage she will be handling operations in Anil’s 

business. Anil is eager to spend Rs. 50 lakh (today’s value) in Satish’s wedding and the same amount in the 

wedding of his other 2 children. Seth Girdhari Lal from his individual funds would contribute 50% amount for 

the wedding of Anil’s three children.  

 

Naveen has been studying in UK since 1
st

 January 1998 and at present pursuing MBA which will complete by 

December 2009. After that he is also likely to join his family business. Usually Neveen visits India from 10th 

November to 10
th

 January every year.  

 

Bhawna would be completing B.Tech from IIT Khadagpur and would move to US in April 2011 for her M.Tech. 

Since 1994 to 2005; on every 13
th

 April Anil had been gifting gold ornaments worth Rs. 1,00,000 to Radhika 

every year on her birthday. Anil has been constructing a new residential house for his family for the last 3 

years. Almost 55% construction of this house has been completed. The house is expected to take another 1 to 

1.5 years to complete and would further require Rs. 50 lakh. This house is in joint name of Anil & Radhika.   
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Financial information of M/s Girdhari Lal & Sons: 

Anil has told you that their partnership firm is the main business holding entity. By virtue of firm’s current 

partnership deed all working partners are entitled to get Rs. 10,000 per month salary from the firm and 12% 

per annum interest on their capital account for FY 2008-09. On every 1
st

 April this salary is subject to revision 

according to firm’s financial performance of the previous financial year and any change in the same should be 

with mutual consent of all partners and should be recorded in writing.  At any point of time all working 

partners of the firm shall draw equal salary.  Over and above this amount if any partner requires any amount 

for his/her personal needs, he/she can withdraw the same from his/her capital account in the partnership 

firm. A monthly payment of Rs. 5,000 per month is also paid by the firm in the individual PPF account of all 

partners.   

 

The firm is performing well on all fronts and on a constantly rising track. Firm’s key financial indicators for the 

last 5 years are as follows: 

 

Profitability indicators FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09** 

Gross Profit 58.00% 60.00% 58.70% 61.00% 61.00% 

Net Profit 11.00% 13.00% 12.87% 13.00% 15.50% 

Return on Capital Employed 13.00% 15.00% 16.00% 18.00% 21.00% 

Key Ratios           

Current Ratio 1.36 2.16 2.89 3.85 4.85 

Debt to Assets Ratio 0.79 0.85 0.59 0.23 0.09 

Interest Coverage Ratio 1.59 2.29 3.74 4.99 8.17 

Inventory/Turnover Ratio 18.36 24.63 33.19 29.62 36.36 

** FY 2008-09 figures are 

unaudited           

 

Personal Incomes/Expenditures & Assets / Investments of Anil and Radhika: 

 

Source of Cash Inflow:     Salary/Personal Withdrawals from the firm 

Expenses:      Variable Rs. 75,000 – Rs. 1,00,000 per month 

 

Assets / Investments     Rs.        

Saving Account Balance of the couple   1,58,800 as of today  

NSCs with Anil      5,58,000 at face value 

New residential house under construction   2,50,00,000 Current Market Value 

Gold ornaments with Radhika    48,50,000  Current Market Value  

Zero Coupon Bonds with Anil    62,15,600*  

Unit Linked Deferred Pension Plan of Radhika  10,50,000 Current Corpus Value  

PPF Accounts 

Anil (Maturing on 01/04/2011)    10,00,000 as of today 

Radhika (Maturing on 01/04/2014)   11,10,000 as of today 

 

*Purchase Price on 30/09/2006 from secondary market. 10 Year duration; 1,000 bonds of Face Value Rs. 

10,000 each, maturing on 31/03/2013.  
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Other Information: 

 

• Inflation may be assumed @6% per annum for all calculations 

• Risk free interest rate may be assumed to remain@7.50% per annum 

• For Capital Gains purposes CII values as declared by the Income Tax Department are as follows: 

  

Year CII Year CII 

1981-1982 100 1995-1996 281 

1982-1983 109 1996-1997 305 

1983-1984 116 1997-1998 331 

1984-1985 125 1998-1999 351 

1985-1986 133 1999-2000 389 

1986-1987 140 2000-2001 406 

1987-1988 150 2001-2002 426 

1988-1989 161 2002-2003 447 

1989-1990 172 2003-2004 463 

1990-1991 182 2004-2005 480 

1991-1992 199 2005-2006 497 

1992-1993 223 2006-2007 519 

1993-1994 244 2007-2008 551 

1994-1995 259 2008-2009 582 

 

Anil has contacted you a CERTIFIED FINANCIAL PLANNER
CM

 practitioner for reviewing his financial affairs as 

well as sketching a suitable Financial Plan for his family. He has pointed out his list of goals and aspirations in 

the following priority order: 

 

1. To arrange for fresh capital infusion in his business for meeting out expansion needs. 

2. To arrange adequate funds for marriage of all 3 children. 

3. To arrange Finances to complete the construction of his under construction house. 

4. To arrange for a smooth retirement income for his father as he is eager to retire from active 

partnership from the firm and become a non-working partner. 

5. To create an emergency reserve fund for the family.  

6. To prepare a comprehensive risk management plan for the family. 

7. Suitable Estate Planning.  
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Questions: 

 

15) From the optimum tax planning perspective of the firm you have advised Anil to revise salary of all 

working partners w.e.f. 1
st

 April 2009 onwards according to maximum permissible remuneration to 

the working partners in FY 2008-09.  Anil has informed you that post interest and salary to the 

partners as stipulated in the partnership deed their firm is expected to earn a net profit of Rs. 38.90 

lakh in FY 2008-09. What should be the new approximate per month salary of Anil for FY 2009-10?

              

A)   Rs. 15,000  

B)   Rs. 18,000  

C)   Rs. 23,000  

D)   Rs. 26,000  

 

16) Anil wants to sell Radhika’s gold ornaments at current market valuation. Out of such sale proceeds, he 

wants to reserve Rs. 25 lakh for the upcoming wedding of Satish and use the remaining amount for 

their house, which is under construction. These ornaments are inclusive of gold worth Rs. 2 lakh of 

gold then gifted by Radhika’s parents at the time of her wedding in April 1981. Anil wants to know 

whether any capital gains tax liability would arise on this sale. (Ignore any Surcharge or Education 

Cess)              

 

A) There is a tax liability of Rs. 1,85,350 

B) There is a tax liability of Rs. 2,96,020 

C) There is a tax liability of Rs. 1,43,430 

D) There is a tax liability of Rs. 7,37,200 

 

17) Since 1998, Anil is acting as a representative assessee of Naveen for all income tax purposes. In the FY 

2008-09, apart from interest payment of Rs. 1,57,590 from the firm and short term capital gain of Rs. 

96,414 (qualified u/s 111A),  Naveen also got an income of Rs. 3.20 lakh from an Indian Company 

directly in UK for an assignment taken up by him there only. Anil wants to know from you Naveen’s 

tax liability of AY 2009-10.                  

 

A) Rs. 14,900 

B) Rs. 55,290 

C) Rs. 7,340 

D) Rs. 50,330 

 

18) For mobilizing some fresh funds into the firm, on 1
st

 April 2009 Anil’s firm wants to accept an 

unsecured loan of Rs. 5 lakh from Apoorva at an interest rate of @15% per annum. Originally this 

amount was gifted to Apoorva by Anil at the time of Satish’s engagement with her on 1
st

 January 2009. 

Anil wants to know the tax consequence of this transaction for Apoorva if the firm accepts this loan 

from her. According to you the same is __________.             

         

A) Rs. 5 lakh shall be added to Apoorva’s income for FY 2008-09 and the interest paid by partnership 

firm to her on the loan shall be her individual income for all respective years 

B) Rs. 5 lakh gift to Apoorva shall be tax free in her hands but any interest payment by the firm on 

her loan shall be clubbed in Anil’s income of all respective years 

C) Rs. 5 lakh gift to Apoorva shall be tax free in her hands and any interest payment by the firm to 

her on this loan shall be her individual income of all respective years 

D) Rs. 5 lakh shall be added to Apoorva’s income for FY 2008-09 and but the interest paid by 

partnership firm to her on the loan shall be clubbed in Anil’s income of all respective years 

 

19) From investment planning perspective, you have advised Anil to sell his bonds portfolio at current 

market valuation and to increase his capital account in his firm by the same amount. These bonds 

were originally issued by the financial institution at a price which yielded 6.56% per annum till 
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maturity. Currently, market is valuing these bonds at a reduced yield of 0.80% from the yield at which 

Anil purchased these bonds. Anil wants to know if he sells these bonds at current market valuation, 

what annualized return will he realize on this investment?      

 

A) 8.88% p.a. 

B) 11.79% p.a. 

C) 6.99% p.a. 

D) 7.49% p.a. 

 

20) Anil wants to withdraw an amount every month from his capital account in the firm and invest the 

same in a balanced fund yielding 7.5% p.a. so as to utilize the amounts as planned for wedding of his 

children by withdrawing appropriately from balanced fund. For Naveen and Bhawna, he wants their 

marriage fund to be ready on 1
st

 January 2012 and 1
st

 January 2015, respectively. For Satish’s 

marriage, Rs. 25 lakh shall be contributed out of gold ornaments sale proceeds of Radhika as on today. 

You have also suggested Anil to invest Rs. 12 lakh from his PPF account maturity and Rs. 15 lakh from 

Radhika’s PPF account maturity in the same balanced fund. Anil wants to know what approximate 

amount he should withdraw staring from 1
st

 April 2009 till 1
st

 December 2014 from his firm for the 

same. (Assume that all withdrawals/investment shall be made on 1
st

 of every month)   

   

A)   Rs. 28,500 p.m. 

B)   Rs. 46,300 p.m. 

C)   Rs. 35,700 p.m. 

D)   Rs. 42,300 p.m. 

 

21) Anil has told you that last month one of their marketing managers who was recruited on 1
st

 July 2008 

and was an employee in his firm, died in a road accident while he was on leave. Now apart from other 

settlements to him, his family is also demanding a Gratuity payment from the firm. Anil wants to know 

whether the firm is liable to pay Gratuity on the said employee’s service to his family.  

     

A) Firm is liable to pay gratuity to the family of the employee. 

B) Firm is not liable to pay any gratuity as his service was for less than 5 years. 

C) Firm is not liable to pay any gratuity as at the time of death he was not on official duty. 

D) Firm is not liable to pay any gratuity his salary was above Rs. 6,500 p.m. at the time of death. 

 

22) Anil and Radhika want to donate Rs. 2,00,000 per annum for the education of poor children of their 

area but for this purpose they don’t want to hand over this amount to any person or organization.   

Anil wants to have your opinion regarding setup of a proper entity for this arrangement. Your advice 

would be ______________.          

 

A) Anil should set an irrevocable private charitable trust and devolve the necessary assets in the trust  

B) Anil should create his personal HUF and devolve the necessary assets in the trust  

C) Anil should make an amendment in the partnership deed of his firm and create a provision for the 

same in new deed 

D) Anil should hold these funds in his personal account only and manage the same in his personal 

capacity 

 

23)   Anil Bhai wants to know, how will you ensure that information and relevant documents given to or 

gathered by you are securely stored? This would be is accordance to FPSB India's Rules that relate to 

the Code of Ethics of ___________________.        

 

A) Integrity 

B) Diligence  

C)  Compliance  

D)  Professionalism 
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24)  While preparing the Financial Plan of Anil Bhai you have made some assumptions. These assumptions 

are in accordance to the Financial Planning Practice Guidelines of FPSB India and would come under 

Financial Planning Process ___________.        

 

A)  Establishing and defining the relationship with the client 

B)  Analysing and evaluating the client's financial status 

C)  Developing and presenting financial planning recommendations and / or alternatives 

D)  Gathering client data including goals  

 

25) Anil wants to invest in shares of XYZ Ltd, the details of which are as follows: 

- Required rate of return is 16% 

- Face Value Rs. 10 

- Expected Dividend payout ratio is 10% 

- Expected return of Equity is 15% 

What price would you recommend for one share of XYZ Ltd?      

 

A)  Rs. 30 

B)  Rs. 40 

C)  Rs. 45 

D) Rs. 50 

 

26) Anil wants to invest in shares of two companies PQR and STP. The details are as following: 

 

 PQR STP 

Standard Deviation of Returns 15% 20% 

Expected Returns 12% 18% 

Amount to be invested Rs. 2 lakh Rs. 3 lakh 

 

The Correlation of Returns is 0.6. Calculate the Expected Returns and Standard Deviation of Anil's 

portfolio of these two stocks.           

 

A)  16.32% and 15.60% 

B)  15.60% and 16.32% 

C)  15.60% and 16.60% 

D)  16.32% and 16.60% 

 

27) Radhika Ben wants to build a retirement corpus from her investments in Unit Linked deferred Pension 

Plan of a Life Insurance Company which was started on  15 April 2005. The vesting age chosen by her is 

60 years of age. She wants to know, in case of emergency financial needs will she be able to withdraw 

the full value of accumulated fund corpus from this pension plan.     

 

A)   No, as the accumulated fund value is used to give pension only to policy holder as per option 

chosen. 

B)   Yes, as three years have already passed since she bought the policy, by paying surrender charges. 

C)  No, she can withdraw whole of the accumulated fund value on vesting date only. 

D)  Yes, she can withdraw whole of the accumulated fund value after five years from the starting of 

the policy date by paying surrender charge. 

 

28)  Anil wants to know the status of Bhawna's membership in the HUF after her marriage?   

 

A)   Her Membership will cease after marriage and no share in HUF properties to be given to her. 

B)   Her Membership will cease after marriage and proportionate share in HUF properties to be given 

to her. 
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C)   She will continue to become member of HUF after marriage also. 

D)   She has a right to give her share in HUF to other member/members as she would wish. 

 

29) Anil wants to know if he dies Intestate after the marriage of Bhawna. How much share of his property 

will go to Radhika Ben, as per Hindu Succession Act?       

 

A)  One third of his property 

B)   One fourth of his property 

C)   No share in his property 

D)   Half of his property 

 

 

 

 

 

 

 

 

 

 

 

 

 


