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FIFTH SEMESTER B.COM. DEGREE EXAMINATION, NOVEMBER 2018
Paper - | : INCOME TAX LAW AND PRACTICE - | (Revised)

Time : 3 Hours] [Max. Marks : 80

Instructions : 1) Answer all the.questions with strict observation
of the inner choice in each Section.
2) Use of simple calculator is allowed.
3) Question No. 13 case study is compulsory.
4) Give working notes wherever it is necessary.

SECTION — A (10x2=20)

1. Answer any ten of the following questions :

a) i) When the income tax was levied in India for the first time ?

1)in 1961 2) in 1886
3)in 1918 4) in 1860

ii) Income tax is
1) a direct tax
3) business tax

b) What is assessment ?

c) Who is “ordinarily resident” individual in India ?
d) What do you mean by perquisites ?

e) Who is a specified employee ?

f) State the provisions of Income Tax Act relating to employer's
contribution to employee’s RPF and interest credited to RPF.

2) an indirect tax
4) none of these

[P.T.O.
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g) How do you treat “unrealised rent” in computing income from house
property ?

h) State the provisions of Income Tax Act relating to municipal taxes
in computing income from house property.

i) State any four expanses which are disallowed in computing income
from business.

j) How do you treat the following expanses in computing the income
from business ?

i) ‘Prowsnon for doubtful debts.

i) Bad debts recovered (previously disallowed).
k) State any two professional receipts of a medical practitioner.
) What do you mean by depreciation ?

SECTION -B
Answer any three of the following questions : (3x5=15)

2. Ascertain the residential status of the assessees in the following cases
for the assessment year 2018-19.

a) Mr. Arun is a citizen of India. He left for France on 15" May, 2017
and could not return to India till the end of the financial year 2017-18.

b) Mrs. Leena left for Germany on 10™March, 2016 after having lived
in India for 20 years. She returned to India on 15" September 2017.

3. State the following statements are true or false.

a) The income earned from illegal business is also taxable.

b) Income from house property in Pakistan is taxable in case
“non-resident” individual in India.

c) Income tax paid is an allowable expanses in computing “income
from business”.
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d) Penalty paid to the customs authority for importing prohibited goods
is disallowable expanses in computing “‘income from business”.

e) Employer's contribution to employee’s recognised provident fund
is tax free up to 15% of salary.

4. From the following inforrha.tion compute the taxable house rent
allowance for the assessment year 2018-19.

Particulars ' Dr. Jayanna Ravishankar
Davangere | Delhi
Rs. “Rs.

Basic salary per month 20,000 40,000
Dearness allowance per month |
(50% enters into retirement benefit) - 1 0,000 20,000
Bonus per annum ‘ 15,000 10,000
Commission (1% on sales achieved) 25,000 -
House rent allowance per month 5,000 7,500
Actual rent paid per month ~ 8,000 6,000

5. Smt. Renuka gives the following particulars relating to house property
for the previous year 2017-18. : .

Rs.
Municipal value 82,000
Fair rental value 80,000
Actual rent (Rs. 7,000 p.m.) 84,000
Municipal tax paid 8,000
Repairs to the house 10,000

The house remained vacant for one month during the previous yéar.

Compute the “income from house property” for the assessment year
2018-19.
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6. From the following information of a Chartered Accountant, compute taxable
income from profession for the assessment year 2018-19.

Receipts Amt. Payments <A,
Rs. " Rs,

To Balance b/d 10,000 By Office rent 12,500
" Consultation fee 1,25,000 " Stipend to article clerks 10,000
" Gifts from clients 10,000 " Professional books 9,000
" Audit fees 11,000 " Donations 2,000
" Gift from father-in-law 15,000 " Professional tax 1,000
" Purchase of car 87,000

" Balance c/d 49,500

1,71,000 1,71,000

Allow depreciation on books at 40%.
7. Sri Srinath is a Govt. employee. The particulars of his salary income
for the previous year 2017-18 are as follows :
a) Basic salary Rs. 15,000 p.m.
b) D.A. (enters into retirement benefit) Rs. 5,000 p.m.
c) City compensatory allowance Rs. 1,000 p.m.
d) Bonus Rs. 8,000 p.a.
e) Entertainment allowance Rs. 2,000 p.m.
f) He paid Rs. 200 p.m. as professional tax.

Compute his income from salary for the assessment year 2018-19.
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SECTION-C

Answer any three of the following. Question No. 13 is compulsory.
Each question carries 15 marks. (3x15=45)

-8. Following are the particulars of income of Mr. Harsha for the previous year
ending on 31-3-2018.

a) Profits from business in Raichur, the business being controlled
from America Rs. 1,50,000.

b) Salary received in India for the services rendered in France
Rs. 80,000.

c) Profits from business in Sri Lanka, the business being controlled
from Germany Rs. 2,50,000 of which Rs. 1,00,000 received in India.

d) Income from investments in England Rs. 25,000.

e) Income from house property in Bangaluru Rs. 75,000. (Rs. 50,000
received in Canada and spent there)

f) Interest received from a non-resident against the loan given to
him to run a business in Hubli Rs. 25,000.

g) Salary received in Germany for the services rendered in Indian
embassy of Germany Rs. 1,00,000.

h) Dividend from JSW Ltd., Rs. 10,000.

i) Past untaxed income earned in Singapur brought to India during
the previous year Rs. 5,00,000.

j) Agriculture income from land situated in Bangladesh Rs. 50,000.
deposited in a bank there.
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k) Profit on sale of building in South Africa Rs. 1,50,000 of which
50% received in India.

Compute the gross total income of Mr. Harsha for the assessment
year 2018-19, if he is

i) Ordinarily Resident in India.
i) Not Ordinarily Resident in India.
iii) Non-Resident.
9. Mrs. Triveni Gupta working in Tata Ltd., gives the following information
for the previous year 2017-18.
a) Basic salary Rs. 10,000 p.m.

b) Dearness allowance Rs. 8,000 p.m. (50% enters into retirement
benefit)

¢) Project allowance Rs. 1,000 p.m.

d) City compensatory allowance Rs. 500 p.m.
e) Bonus Rs. 20,000 p.a. ,

f) Entertainment allowance Rs. 1,000 p.m.

g) Children education allowance Rs. 200 p.m. per child for two
children.

h) She has been provided with the rent free accommodation in
Bengaluru for which the employer pays the rent of Rs. 8,000 p.m.
The furniture provided in the house is Rs. 75,000.

i) The company has provided a telephone at her residence and the
expenses incurred by the employer is Rs. 10,000 p.a.

j) She is allowed to use big motor car both for official and private
purpose. All the expenses including driver salary are paid by the
employer.

k) Sheis contributing 15% of salary towards the recognised provident
fund with equal contribution from the employer. |

) Interest credited to the above said fund at the rate of 12%
amounted to Rs. 12,000.
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m) Insurance premium on her life Rs. 10,000 paid by the employer.

n) Sheis also provided with watchman and a sweeper and the salary
Rs. 500 p.m. to watchman and Rs. 400 p.m. to sweeper are paid
by the employer.

0) She paid Rs. 300 p.m. as professional tax.
Compute her income from salary for the assessment year 2018-19.

10. Shri Dinesh Kulkarni is the owner of three houses. The particulars are

as under
Particulars House A House B House C
Rs. Rs. Rs.
Fair rental value 2,40,000 1,80,000 2,00,000
Municipal value 2,00,000 1,60,000 2,20,000
Use of the house SOP Let out Let out
Standard rent - 1,40,000 2,40,000
Repairs 10,000 20,000 15,000
Interest on loan :
i) For construction - 50,000 —
ii) For daughter’s education 50,000 - -
iii) For repairs 10,000 - 20,000
Rent per month - 15,000 20,000
Unrealised rent - 10,000 25,000
Vacant period - 2 months -

Municipal tax is 10% of the municipal value. Municipal tax of house ‘A’ was
not paid upto 31-3-2018. Municipal tax of house ‘B’ was paid by the owner
where as the municipal tax of house ‘C’ was paid by tenant.

Compute income from house property of Shri Dinesh Kulkarni for the
assessment year 2018-19.
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11. Mr. Raghu runnin
following profit an

000 OO

g a commission agency business, has prepared the
d loss account for the year ended 31-3-2018.

Profit and Loss Account for the year ended 31-3-2018
Particulars

To Salary

Rent

House hold expenses

Legal expenses

Income tax

Discount allowed

Bad debts

Advertisement

Donations to PM's
relief fund

Office expenses

Interest on capital

Reserve for bad debts

Life insurance premium

Postage and telegrams

Depreciation

Audit fees

Amt. Particulars

Rs.
1,00,000
20,000
30,000
10,000
15,000
5,000
10,000
8,000

12,000
15,000
12,000
8,000
5,000
1,000
20,000
10,000

By Gross Profit

Bad debts recovered
Dividend on shares

Rent of building

Amt.
Rs.
3,00,000
15,000
10,000
50,000

Interest on debentures 15,000

Long term capital gain 50,000
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" Goods and service tax 5,000
" Fire insurance premium 4,000
" Net profit 1,50,000
4,40,000 4,40,000
Additional information :
1) Salary includes Rs. 15,000 paid to the workers employed at home.

2)- Allowable depreciation is Rs. 18,000.

3) Office expanses include Rs. 5,000 as contribution to staff welfare
fund.

4) Out of bad debts recovered only Rs. 8,000 were allowed as
deduction earlier.

5) Legal expenses include Rs. 3,000 paid to the lawyer in connection
with personal case.

12. From the following particulars of assets of XYZ Ltd. Calculate the
depreciation allowable for the A.Y. 2018-19 and show the W.D.V. as

on 31-3-2018.
Particulars of assets W.D.V.on 1-4-2017  Rate of Depreciation

Building X and Y Rs. 4,00,000 10%
Machinery P and Q Rs. 2,00,000 15%
Furniture A and B Rs. 1,00,000 10%

The company purchased the following assets during the year 2017-18.
Building ‘2’ on 1-9-2017 for Rs. 1,50,000.
Machinery ‘R’ on 1-11-2017 for Rs. 1,00,000.
Furniture ‘C’ on 1-2-2018 for Rs. 50,000.

Scanned by CamScanner



1356 - E02-VSC-R-N-18 10- IIIIIIIIIIIIIIIIIIIHIIIIIIIII)[IIIIIIIIIIllIIIIIIllllllllllllllllllllllllﬂjlvlll

The company also sold the following assets during the year 2017-18.
Bwldlng X sold for Rs. 2,00,000
Machinery Q sold for Rs. 50,000
Furniture A sold for Rs. 20,000

The company received the subsidy from the Govt. to purchase the
Machinery ‘R’ Rs. 50,000.

13. Compulsory : Case Study :

Mr. Ramlalan employee working in Bengaluru. The following particulars
are available regarding his salary income for the year ending on

31-3-2018.
a) Basic salary Rs. 20,000 p.m.
b) Dearness allowance Rs. 10,000 p.m. (enters into retirement benefit)

c) City compensatory allowance Rs. 2,000 p.m.

d) Bonus Rs. 5,000 p.a.
e) He retired from service on 31-12-2017 after completing 32 years
and 8 months of service.

f) His pension was fixed at Rs. 8,000 p.m. after commutation of 2/
of his pension and received Rs. 7,20,000 as commuted value of

pension.
g) He also receives gratuity of Rs. 8,00,000 which is covered under

payment of Gratuity Act, 1972.

Compute his income from salary for the assessment year

2018-19, if he is
i) A government employee.
ii) A employee working in a private sector.
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