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FIFTH SEMESTER B.COM. DEGREE EXAMINATION, NOVEMBER 2016
Paper — | : INCOME TAX LAW AND PRACTICE - |
(Revised)

Time : 3 Hours] ~ [Max. Marks : 80

Instructions : 1) Answer all the questions with strict observation
ofinner 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) Whatis assessment year ?
_b) Give examples of Agricultural income.
_¢) Whatare the deductions.available u/s 16 of Income Tax Act, 19617

_d) Who is resident in India ?
«€e) What are the prO\)isions of Section 10(10) for Non-Govt. employee
| not covered by the Payment of Gratuity Act, 1972 ?

£y What is standard rent of property ?

~g) What are the deductions allowable u/s 24 of the Income Tax Act, 1961
in computing income from house property ?
h) How do you treat the expenditure on advértisement in souvenirofa
political party ? |
i) How do you treat the receipt of Keyman Insurance policy amount ?
[P.T.O.
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i) Give two-exaMpIes of Direct-tax and |hd*é‘5f“ax
What is causal income ? Give examples. o

l) How do you treat share of profits received from the firm of which he
is a partner ? (10x2=20)

SECTION-B

Answerany three of the followihg :

2.

Mr. Arun of Karwar leaves India for the first time on 1-6-2012 to England

to leave with his son. He came back to India on 1-7-2014 and left to
China on 1-7-2015 to leave with his daughter. He returned to India

on 1-2-2016.

Determine his residential status for A.Y. 2016-17.

Mr. Hiremath of Hubli, an employee of Government of India is drawing a
monthly salary of 60, 000, Entertainment allowance of Rs. 7,000 p.m.
The other taxable allowances are Rs. 40,000 p.m. He paid professional
tax of Rs. 2,000 during the year 2015-16. Calculate his taxable salary
for A.Y.2016-2017.

T

Mr. Patil of Haveri received Rs. 8,00,000 as gratuity on his retirement on
31-3-2015. AtAthe time of retirement his basié salary was Rs. 20,000 p.m.

and dearness allowance of Rs. 10,000 p.m. (50% was considered for
retirement beneflts) He has worked for 20 years and 6 months.

Calculate exempted gratuity of Mr. Patil, if he is not covered by payment
of Gratuity Act, 1972.
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5. Compute Taxable and Exement fhe following

assessee for P.Y. ending 31-3-2016.

Particulars B of Goa (Panjim) D of Delhi
Rs. Rs.
Salary for the year | 3,00,000 5,00,000
HRA received during the year: 30,000 50,000
Actual rent paid 35,000 1,00,000

6. Mr. Nayak started construction of House at Navalgund on 1-1-2009. He
took loan from S.B.1. on 1-7-2009 of Rs. 10,00,000 atan interest of 10% p.a.
The construction was completed on 30-6-2013. The house is self occupied
and its muncipal value is Rs. 15,00,000. He paid muncipal taxes during
P.Y.2015-2016 Rs. 30,000. |

Compute Income from House property for A.Y. 201 6-2017.

7. What are the disallowed expenses u/s 40 of Income Tax Act, 1 961 while
computing income from business or profession ? (3x5=1 5)

SECTION-C

Answerany three of the following. Question 13 case study is compulsory.
Each question carries 15 marks :

8. The following are the incomes of Vinay for the previous year 2015-16.
a) Income from agriculture in Nepal Rs. 50,000. '

b) Rent from house property in Europe Rs. 1,00,000 half of which is
received in India. '

c) Interest on fixed deposits in S.B.M. Rs. 50,000 (of which he pa|d
Rs. 5,000 to old age home Dharwad).

d) Income from business in France Rs. 1,00, 000 but thls busmess is
controlled from Indla
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e) Dividend egseud from1.T:C- (1d.Rs. 25,000.
f)/FIDMrec:ved from mining company Rs. 30,000 in India.
g) Profit on sale of securities of Nestle Ltd. in Germany Rs. 25,000.

h) Past untaxed income brought to India from France Rs. 50,000.

Compute the Gross Total Income for A.Y. 2016-2017 if he is
i) Ordinary resident

ii) Not ordinarily resident
iii) Non resident in India.

Mr. Mahesh provides you the foIIowmg information regarding his salary
forP.Y.-2015-2016.

a) Basic salary — Rs. 30,000 p.m.

b) Bonus —one month basic salary.
c) D.A. p.m. (enters into retirement benefit) — Rs. 20,000
d) CCA-Rs. 1,000 p.m.

e) Project allowance —Rs. 4,000 p.m.

f) Medical allowance —Rs. 2,000 p.m.

g) Rectorallowance — Rs. 4,000 p.m.

h) Family allowance —Rs. 2,000 p.m.

i) H.R.A.-Rs. 8,000 p.m.

j) Entertainment allowance - Rs. 4,000 p.m.

k) He is provided with a car for personal and office ﬁse The car is of

12H.P. owned by employer and all the expenses are paid by employer
including drivers salary. :

l) He has achieved sales of Rs. 4,00,000 on which he is paid 10%
commission.

m) He is living in a rented house and paying a rent of Rs. 3,000 p.m
n) Employer is contributing 15% of his salary towards R.p.F.

E—
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0) The interest credited to R.P.F account during 201 5-2016 is at 9.5%
Rs. 10,000. ronpg et " ot

p) He has paid Rs. 2,400 as Professional Tax for 201 5-2016.
Compute income from salary of Mr. Mahesh for A.Y.2016-2017.

10. From the following Profit and Loss Account of Mr. Ramesh, compute his
Business Income for the Assessment Year 201 6-2017.

Profit and Loss Account
To Rs. By Rs.
Salaries to staff 30,000 Gross prqﬁt 1,72,000
Salary to proprietor 6,000 Interest on Govt. securities 4,150
Rent 2000 Capital gains (Short ferm) 2,500
Printing and stationery 500 Bad debts recovered
Trade expenses 1,300 (previously allowed) 300
Sales tax 1,200 Sundry receipts | 250
Bad debts reserve 2,400 |
Bad debts 600
Telephone expenses 300
Interest on capital 3,000
Interest on loan 700
Donations : 200
Repairs to furniture 350
Legalfees - . 1,250
Pooja expenses 500
Depreciation 3,900
Net profit 1,25,000
1,79,200 1,79,200
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Other informations :-

1) Trade expenses include Rs. 300 being penalty paid to customs
authorities. | |

2) Stationary include Rs. 100 being cost of college books of
Mr. Ramesh’s son.

3) Legal expenses are incurred on purchase of land.

4) Depreciation allowable as per rules is Rs. 3,000.

11. On 1-7-2007 Mr. Akash purchased land for Rs. 4,00,000 and started the
construction on 1-10-2011 the house was completed. Half of the house
was letout at a monthly rent of Rs. 20,000 and remaining 1/4 is used for
his own business and retained 1/4" for his residence. He furnishes
following details of his house property for P.Y. —2015-2016. |

Rs.

a) Municipal value of the house 2,00,000
b) Standard rent . 210,000
c) Municipal taxes paid » 21,000
d) Interest on loan taken for construction of house

i) During construction 50,000

i) DuringP.Y.2015-2016 40,000
e) Repayment of loan instalment | 80,000
f) Unrealised rent for P.Y. (allowed as per rules) 10,000

g) Theletout portion remained vacant for 1 month during P.Y. 2015-2016
Compute income from house property for A.Y. - 2016-2017.

Scanned by CamScanner



. A .. 2346 -E02-VSC-R-N-16

12. From the following Receipts and Payments Account for the year ending
31-3-2016 of Mr. Hegde, Chartered Accountant and tax consultant,
Karwar. Compute the income from profession for AY.2016-2017. He

keeps his account on cash basis.

Rs. Rs.
Balance b/d 20,000 Office expenses 25,000
Audit fees Salary to staff
2015-2016 50,000 2015-2016 20,000
2016-2017 25,000 75,000 2016-2017  15.000 35,000
Dividends 4,000 Institute membership fees 3,500
Share of income from firm 6,250 Professional books 4,000
Winning from lotteries 10,000 Stipend to article clerks 22,500
Presents and gifts 20,000 Computers 20,000
Tax consultancy fees 30,000 Repairs to computers 1,000
Arbitration fees 20,000 Car expenses 4,000
Accountancy work 50,000 Intereston loan 6,000
Financial consulting fees 30,000 Income tax 3,000
Project and feasibility Purchase of car 50,000
report fees 10,000 House hold expenses 4,000
Examination investigation Balance 1,44,750
fees 10,000
Rent from letout property 37,500
3,22,750 3,22,750

Other information : |
a) Half of the car expenses were used for private purpose.

b) 50% of the loan taken was used forlpersonal purpose.
.c) Depreciation allowable on car Rs. 7,500 on books Rs. 4,000 and
- computers Rs. 12,000.
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d) Office expenses outstanding Rs. 1,500.
e) Commission earned but not received Rs. 6,000

f) Outofthe gifts Rs. 5,000 received on his marriage anniversary and
remaining were received from clients.

13. Case study (compulsory) :
Mr. Anand is an employee gives you the following information of his
salary for P.Y. 2015-16.
a) Basic salary Rs. 40,000 p.m.

b) D.A.Rs. 2,000 P-m. and 50% of D.A. enters into retirement benefit.
c) C.C.A.Rs.500 per month

d) H.R.A.Rs. 5,000 p.m.

e) Commission (1% on sales) Rs. 8,000.

Compute taxable HRA from the inform
following situations.

a) Livingin his own house
b) Living in rented house at Karwar by paying Rs. 5,000 p.m. as rent.
c) Livingin rented house in Delhi by paying Rs. 10,000 p.m. as rent.

(3x15=45)

ation given above for each of the
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