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FIFTH SEMESTER B.Com. DEGREE EXAMINATION, 2014
(Revised Syllabus)

Paper I — Income Tax Law and Practice - I

Time : Three Hours Maximum : 80 Marks

Answer all questions with internal choice in each section.
Question 13 is compulsory.
Use of simple calculators is allowed.
Give working notes wherever necessary.

Section A

1. Answer any ten of the following, each question carries 2 marks :—

(a)
(b)
(e)
(d)
(e)
®
(g)
(h)
@)
G)
(k)
0y

Who is an assessee?

What do you mean by assessment?

What is assessment year?

What do you mean by direct taxes?

Who is a resident individual?

What is gross total income?

Name the classifications of provident funds under Income Tax Act, 1961.
Who is a specified employee?

Give any two examples of incomes fully exempt u/s 10.

- What do you mean by perquisites?

What is standard rent of property?

What are the deductions allowable u/s 24 of the Income Tax Act 1961 in computing income
from house property?

(10 x 2 = 20 marks)
Section B

Answer any three of the following.
Each questions carries 5 marks.

2. Mr. Jayanna of Davangere went to Japan for the first time on 01-05-2010. He came back to India
on 01-07-2012 and left to England on 01-08-2013 and return to India on 01-03-2014.

Calculate his residential status for the assessment year 2014-15.

3. Mr. Franklin received Rs. 6,00,000 as grauity on his retirement on 31-12-2013. He was working
as managers in Leena Ltd. At the time of his retirement he was getting Rs. 18,000 p.m. as basic
salary and Rs. 5,400 p.m. as dearness allowance (enters into retirement benefit). He has served for
30 years and four months of service.

Calculate the taxable portion and exempted portion of gratuity for the assessment year 2014-15, if
he is covered under payment of Grauity Act, 1972.
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Smt. Jayalakshmi retired from services in a private company. His pension is fixed at Rs. 12,000

p.m. During the year 2013-14 she got her 2/3 pension commuted and received Rs. 6,00,000.

Compute the exempted and the taxable amount of commuted pension for the assessment year

2014-15, if (a) she also received gratuity and (b) she

of two assessees, for the assessment year 2014-15 :

Particulars

(a)
(b)

Basic salary per month

Dearness allowance per month
(enters into retirement benefit)

did not receive gratuity.

Find out the exempted and taxable portion of house rent allowance from the following particulars

Mr. Kulkarni, Mpr. Desai
Bangalooru New Delhi
Rs. Rs.
30,000 40,000
5,000 15,000
6,000 8,000
3,500 7,000

6. From the following particulars compute the income from house property for the assessment year

(c) House Rent allowance per month
(d)  Rent paid per month
2014-15 :
Particulars

(a)
(b)
(c)
(d)
(e)
®
(g)

Municipal value per year
Fair rental value per year
Standard Rent per year
Rent receivable per year
Nature of occupation
Municipal taxes

Repairs expenses

7. Explain the provisions of Section 24 of the Income Tax Act, 1961 for ascertaining income from

house property.

Section C

Answer any three of the

House I House IT
Rs. Rs.

1,00,000 1,20,000
1,20,000 1,50,000
— 1,80,000
— 2,40,000
SOP LOP
10,000 12,000
15,000 10,000

(3 X 5 =15 marks)

following.

Question 13 case study is compulsory.
Each question carries 15 marks.

8. Mr. X furnishes the following particulars of his income for the previous year 2013-14 :

(a) Income from business in England received in Hubli Rs. 4,00,000.

(b) Salary received in USA for the services rendered in Bangalore Rs. 2,40,000.

(c) Dividend from TATA Steels Ltd. Rs. 20,000.
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(d)
(e)
®
(8)

(h)
@
@
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Agriculture income in Pakistan Rs. 1,80,000.
Income from business in Germany, but business is being controlled from India Rs. 2,00,000.
Income from interest on Post Office savings banks account Rs. 3,000.

Income from professmn in Dharwad, the profession being controlled from U.S.A.
Rs. 3,00,000.

Interest on debentures of a company in Iran, but it was received in India Rs. 10,000.
Served in Indian Embassy situated in Sri Lanka and salary received there Rs. 20,000.

Past untaxed foreign income which was brought to India during the previous year 2013-14
Rs. 40,000.

From the above particulars, compute the total income Mr. X for the assessment year 2014-15,

if he is
(i) Ordinarily resident,

(i1) Not ordinarily resident,

(iii) Non-resident.

9. Mr. Kiran working in a private company in Davangere. He furnishes the following information of
his salary income for the previous year 2013-14 :

(a)
(b)
(c)
(d)
(e)
H

(g)
(h)
(@)

@)
(k)

®

Basic salary Rs. 40,000 p.m.

Dearness allowance Rs. 10,000 p.m. (50% enters into retirement benefit).
Bonus equal to 1% months basic salary.

City Compensatory Allowance Rs. 5,000 p.m.

Entertainment Allowance Rs. 3,000 p.m.

Education allowance for two children at Rs. 500 p.m. per child and Hostel Allowance
Rs. 750 p.m. per child for two children.

He was also provided with rent free house for which the employer paid a rent of Rs. 6,000
p.m. He was allowed to use furniture costing Rs. 1,00,000.

He was provided with motor car of 2,000 C.C. along with driver. Company pays all the
running and maintenance expenses. The car is used both for private and official purposes.

He contributes to recognised provident fund at 15% of his salary and the employer
contributes an equal amount.

Interest credited to the above fund at 12% Rs.6,000 during the year.

He has been provided with free service of sweeper and watchman at a monthly salary of
Rs. 600 and Rs. 800 respectively, which is paid by the company.

Mr. Kiran paid the professional tax at Rs. 200 p.m.

Compute his income from salary for the assessment year 2014-15.
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From the following particulars of house properties of Mr. Arun compute his income from house
property for the assessment year 2014-15 :

Particulars House I House IT House II1
Use of house SOP Let out Let out
Year of construction 1998 2008 2008
Municipal value 2,00,000 1,60,000 2,20,000
Fair rental value 2,40,000 1,80,000 2,00,000
Standard rent —_ 1,40,000 2,40,000
Municipal tax paid/due 20,000 16,000 22,000

. (paid) (due) (paid)
Rent per month ' — 12,000 p.m. 20,000 p.m.
Interest on loan for construction 50,000 60,000 40,000
Repayment of housing loan 40,000 20,000 50,000
Unrealised rent —_ — 20,000

Municipal taxes in respect of house III are paid by tenant.

From the following profit and loss account of Mr. Shivakumar for the year ending 31-3-2014 and
the additional information given below compute his income from business for the assessment year
2014-15 :

Rs. Rs.
To Salary to staff 52,000 By GrossProfit ... 1,560,000
General expenses 14,000 Profit on sale of land ... 40,000
Bad debts 2,000 Dividend 8,000
Interest on capital 6,000 Interest on debentures ... 7,000
Insurance premium (fire) ... 2,000 Recovery of bad debts -
Advertisement 7,400 (60% disallowed earlier) ... 10,000
Depreciation ' ... 11,000 Birthday gifts w 11,400
Income tax s -18,000
Donation to school 4,000
Car expenses 5,000
Net profit a1, 11,000
2,32,400 2,32,400

Additional information :
(a) Salary includes Rs. 24,000 being salary paid to proprietor.

(b) General expenses include Rs. 5,000 compensation paid to an accountant who had to be
removed from service in the interest of the business.

(c) Depreciation allowable as per rule is Rs. 8,000.

(d) Car expenses include Rs. 2,000 spent for personal use.
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12. From the following information furnished by an assessee, calculate the depreciation allowable for
the assessment year 2014-15 and indicate the written down value as on 31-3-2014 :

Sl. No.  Asset W.D.V. on Additions Rate of
1.4.2013 depreciation
1 Plant and machinery 25,00,000 10,00,000 15%
: (on 1.11.2013)
2 Factory buildings 10,00,000 2,50,000 10%
_ (on 1.6.2013)
3 Furniture 1,50,000 — 10%
4 Motor car (not for hire) 1,00,000 LAy 15%

On 01-05-2013 the part of the factory building was destroyed by fire and the insurance company
accepted the claim for Rs. 3,00,000.

13. Case study :

Smt. Shilpa is a software engineer in a multinational company in Bangaluru. She gives the following
information of her salary income for the previous year 2013-14 :

(a)
(b)
(c)
(d)
(e)
®

Basic salary Rs. 40,000 per month.

Dearness allowance Rs. 20,000 per month (50% of it enters into retirement benefit).
City compensatory allowance Rs.5,000 per month.

Entertainment allowance Rs. 2,000 per month.

Medical allowance Rs. 750 per month.

Bonus equal to two months basic salary.

She has been offered the choice of selecting either the rent free house or the house rent allowance,
the details of these are as follows :

(i) Rent free house at Bangalooru own by the company. The house is furnished one and
Rs. 50,000 worth furnitures are provided in the house. The population of Bangalooru city
is more than 25 lakhs.

(i) House rent allowance of Rs. 10,000 p.m. She can get the similar type of house on a monthly
rent of Rs. 8,000.
Questions :
(1) Smt. Shilpa approaches you for your advice, what advice do you give her regarding choosing
house rent allowance or the rent free house.
(2) Which option she should choose from the income tax point of view?

(3 x 15 = 45 marks)
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