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FIFTH SEMESTER B.COM. DEGREE EXAMINATION, NOVEMBER 2015
(Revised)
Paper — | : INCOME TAX LAW & PRACTICE - |

Time : 3 Hours] [Max. Marks : 80

Instructions: 1) Answer all the questions with strict observation of
inner choice in each Section.

2) Question 13 case study is compulsory.
3) Use of calculator is allowed.

4) Give working notes wherever it is necessary.
SECTION-A
1. Answerany ten from the following questions :
a) What is Total Income ?
b) Who is liable to pay income tax ?
c) What do you mean by Previous Year ?
d) Who is a Not Ordinarily Resident Individual ?

e) What are the provisions of Section 10(10) for employees covered
under Payment of Gratuity Act 1972 ?

f) Who is a Specified Employee ?

g) How do you treat share of profit received from the firm by a partner ?
h) What is Perquisite ?

i) How do you treat more than one house used for self occupation ?

j) Whatis Net Annual Value ?

k) What is Profession ?

l) What is Block of Assets ? (10%x2=20)

[P.T.O.
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SECTION-B

Answer any three of the following :

2. Mr. Prasad of Gadag left India for the first time to Spain on 01 -01-2011
and came back to India on 01-01-2013. On 01-04-2013, he went to
Germany and returned to India on 01-07-2013. He again wentto England

on 01-07-2014. However, he returned to India on 15-01-2015 on service
in India.

What is his residential status for the Assessment Year 2015-16 7

. Smt. Geeta, who was working in a private company retired from service
on 30-06-2014 and received gratuity of Rs. 6,50,000. At the time of her
retirement, her average basic salary was Rs. 19,000 and dearness
allowance was Rs. 9,000 (50% of which was considered for retirement

benefits). She served for 34 years and 9 months. She is not covered
under Payment of Gratuity Act 1972

Compute exempted and taxable gratuity for the A.Y.2015-16.

4. From the information fumished below, Compute the taxable and exempted

House Rent Allowance of the following assessees for the previous year
ending 31-03-2015:

Particulars M of Mumbai N of Hubbali
N 3

Basic salary for the year 6,00,000 4,00,000

D.A. 2,00,000 1,00,000

HRA Received 1,60,000 80,000

Actual Rent Paid 72,000

Resides in his own house
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5. Smt. Vinaya is an employee in Nayak Industries Ltd. Hubbali. She
furnishes the following particulars for the previous year 2014-15:

a) Basic salary Rs. 6,000 per month.

b) Dearness Allowance Rs. 2,000 per month (Rs. 14,000 enters into
retirement benefits)

c) She and her employer contribute 11.5% of salary to RPF.
d) Interest credited to RPF in excess of exempted limit is Rs. 1,420.

e) Profession Tax paid by employer on her behalf Rs. 100 per month.
Compute herincome from salary for the A.Y. 2015-186.

6. Smt. Praveena started construction of the house at Karwar on 1-04-2011.
She took loan from Canara Bank on 1-07-2011 of Rs. 6,00,000 at the
rate of 14% p.a. interest. The construction was completed on 31-3-2014.
The house is let out on 1-04-2014 on a monthly rent of Rs. 7,000. She
paid municipal taxes of Rs. 6,000 during the previous year 2014-15.

Compute the income from house property fbr the A.Y. 2015-16 assuming
that she has not repaid principal amount so far.

7. Mr. Chandrashekar is carrying on agency business. During the previous
year 2014-15, he received the following commissions :

i) 5% commission on total sales of Rs. 8,50,000 from Kellogg’s Comn
. Flakes India Ltd.

ii) 4% commission on total sales of Rs. 3,50,000 from Britania Industries Ltd.
iii) 6% commission on total sales of Rs. 12,00,000 from Pepsico India

Pvt. Ltd.
The following expenses have been incurred by him:
Rs. Rs.
Rent of building 12,000 Donations 5,000
Wages to Labourers 8,000 Income tax 4,000
Sales Tax (VAT) 6,000 Printing and Stationery 7,000
Compute his income from business for the A.Y. 2015 - 16. (3x5=15)
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SECTION-C

Question No. 13 is compulsory and Answer any two Of the remaining
questions. _

8. Mr. Raju of Mysore furnishes the following particulars of his computed
income pertaining to the P.Y. 2014-15:

a) Salary received in England for services rendered in Poona Rs. 50,000.

b) Profit from business in Bengaluru but the business is controlled from
Japan Rs. 1,00,000. -

¢) Dividend Received in NewYork from Indian Company Rs. 5,000.
d) Interest on bonds of Bank of England Rs. 20,000 received in London.

e) Income from profession in Japan received there Rs. 80,000. The
profession being set up in India.

f) Income from agriculture in Nepal Rs. 25,000. (half of which is remitted
to India)

g) Profit on sale of plant af NewYork Rs. 1,40,000 half of which is
received in India. *

h) Income accrued in India but received in Sri Lanka Rs. 30,000.
Compute his gross total income for the A.Y. 2015-16, if he is :
i) Ordinary Resident
ii) Not ordinary Resident
iii) Non-Resident. .

9. Mr. Pramod of Ankola purchased a plot of land on 1-07-2010 for Rs. 5,00,000
and constructed a big house the construction of which was completed
on 31-3-2012. Half of the house was let out at a monthly rent of
Rs. 15,000 and Y of the house is used for his own profession and
retained the remaining portion for his own residence.

He furnishes the following particulars of his house property for the
AY.2015-16:

| Rs.
a) Municipal value of the house 2,75,000
b) Fair Rental Value . 3,00,000
c) Standard Rent 3,20,000
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d) Municipal Taxes paid
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30,000

e) Interest on loan taken for construction:

i) upto31-03-2014

ii) forthe P.Y.2014-15

- f) Repayment of loan instaliment

d) Unrealised Rentofthe P.Y.

(allowable as per rules)

60,000
40,000
1,20,000
20,000

h) The let out portion of the house remained vacant for one month during

the P.Y. 2014-15.

Compute the income from house propenty forthe A.Y. 2015-16.

From the following P and L A/c of Mr. Ramesh of Dharwad, compute his
business income for the A.Y. 2015-16:

Salary to staff

Office rent

General expenses
Car expenses
Municipal taxes
Income tax
Household expenses
Loss by embezzlement
Sales Tax (VAT)

Bad debts

Repairs

Interest on Bank Loan

96,000
24,000
8,000
6,500
4,000
10,000
20,000
4,000
3,000
6,000
2,000
16,000

Gross profit 3,20,000
Interest on Debentures 20,000
Rent from house property 40,000
Interest on P.O.S.B. A/c 10,000
Discount Received 5,000
Sundry Receipts 3,000
Agricultural income 12,000

Scanned by CamScanner



1345-E02-VSC-R-N-15 8- IIIIIIIIII!IIMMIIIIIIIII

Provision for bad debts 4,000
Advertising 15,000
Printing and Stationery 1,500
Depreciation 18,000

Net profit 1,72,000
4,10,000 4,10,000

Additional Information :

a) General expenses include Rs. 4,000 being donation paid to a school.
b) Municipal taxes paid and repairs pertain to the house property letout.
c) Half of car expenses are pertaining to personal use.

d) Depreciation allowable as per Rule is Rs. 22,000.

11. From the following information furnished by Maruti Manufacturing Industry,
Haveri, calculate the depreciation allowance forthe A.Y. 2015-16.

Particulars of W.D.V.as Additions Rate of
Assets on 1-04-2014 Depreciation
A) First Block of Assets :
i) Buildings ‘A’ 7,50,000 10%
ii) Buildings ‘B’ purchased on 5,00,000 10%
1-9-2014
B) Second Block of Assets .
i) Plantand Machinery 6,00,000 15%
ii) Plantand Machinery purchased
on 15t June 2014 2,00,000 15%
jii) Plantand Machinery purchased 15%
on 15t December 2014 3,00,000
C) Third Block of Assets :
Furniture 4,00,000 10%

During the P.Y. Buildings ‘A’ was sold for Rs. 5,00,000 on 1-06-2014
part of furniture was destroyed by fire and the insurance company
accepted the claim for Rs. 1,20,000.
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12. From the following Receipts and Payments Account and the information
furnished by Dr. Vinod of Dandeli, a medical practitioner, compute his
income from profession for the A.Y. 2015-16 :

Balanceb/d 12,000 House hold expenses 32,000

Consultation fees 2,40,000 Salary to staff 96,000

Visiting fees 80,000 Laboratory Expenses 44,000

Sale of Medicines 1,20,000 Carexpenses 32,000

Winnings from lotteries 50,000 Surgical equipments 20,000

Dividend on shares 6,000 Books (medical) 6,000

Intereston P.O.S.B. Alc 5,000 Membership fees 2,500

Gifts Received 16,000 Charity 5,000

Interest on Fixed Deposits 3,000 Income tax 8,00(_)

Salary as part time .Iecturer Purchase of car 2,10,000
in a college 30,000

| Gift to daughter 14,000

Purchase of medicines 80,000

Balance c/d 12,500

5,62,000 | 5,62,000

Additional Information :
a) Half of the car expenses pertain to private purposes.

b) Depreciétion on motor car at 15%, on surgical equipments at 40%
and on books 60% p.a.

c) Gifts received include Rs. 12,000 from patients and remaining from
relatives. -

d) Membership fees paid are pertaining to All India Medical Association.
e) Closing stock of medicines amounted to Rs. 6,000.
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13. Compulsory Questions : (Case Study)

Following are the particulars furnished by Irappa, for the previous year
2014-15, who is working in a private company in Mangalore, the population
of which is less than 10 lakhs :

a) Net Salary Received Rs. 3,00,000 after deducting
i) Own contribution to RPF Rs. 36,000
i) Income tax deducted at source Rs. 24,000.
b) Bonus Rs. 10,000.
c) Entertainment Allowance Rs. 20,000 p.a.
d) Education allowance for his son Rs. 1,000 p.m.
e) The company contributed Rs. 45,000 annually towards RPF-.

f) Interest credited on the above fund balance at 12% per annum is
Rs. 3,000.

g) He went on tour for official purpose and received the travelling
allowance of Rs. 12,000.

h) During the P.Y. he was ill and was treated in a private nursing home.
The company reimbursed his medical bills of Rs. 18,000.

i) The company has provided him a motor car of 1200 CC which is
used for office and private purposes. The expenses of car are borne
by Irappa himself.

j) He was also provided with a rent free furnished house of the annual
lease rent of Rs. 40,000. The hire charges of furniture amounted to
Rs. 3,420.

Compute his income from salary for the A.Y. 2015-16.
Case study :

What will be Irappa’s income from salary for the Assessment year
2015-16if :

i) The expenses of car along with driver’s salary are met by the company
and :

ii) The rent free furnished house is owned by the company.  (3x15=45)
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