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FIFTH SEMESTER B.COM. DEGREE EXAMINATION, NOVEMBER 2019
INCOME TAX LAW AND PRACTICE - |

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 necessary.

SECTION - A

1. Answer any ten questions of the following : (10x2=20)
a) What is Direct Tax ?
b) What is assessment year ?
c) Who is resident individual ?
d) Who is specified employee ?
e) What do you mean by perquisites ?
f) What are the deductions allowable u/s 16 ?
g) Give two examples of obligations of employee paid by employer.
h) How do you treat more than one house used for self-occupation ?
i) What is profession ?
J) What do you mean by Block of Assets ?
k) Expand the following :
() CBDT (ii) TDS

[) What is public provident fund ?
[P.T.O.
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SECTION -B

Answer any three of the following : (3x5=15)

2. Shri. Vasu is a citizen of India. He left for France for the first time on
1-6-2017 and came back to India on 15-12-2017. He again left for
Japan on 1-10-2018 and returned to India on 15-1-2019.

Determine his residential status for the previous year 2018-2019.

3. The written down value of motor cars owned by M/s Sony Travels of
Mysore as on 1-4-2018 is as follows :

Motor Car X - Rs. 2,00,000
Motor Car Y — Rs. 1,00,000
Motor Car Z — Rs. 3,00,000

During July 2018 Motor car Y was sold for Rs. 90,000 and a new car B
was purchased on 15" November, 2018 at Rs. 5,00,000 and spent
Rs. 30,000 for its registration. The rate of depreciation is 15%.

Compute depreciation on block of motor car for the Assessment year
2019-20 and the written down value.

4. Mr. Akash of Bijapur is an employee of Government of India. He
furnishes the following particulars for the previous year 2018-2019 :

a) Basic salary Rs. 12,000 p.m.
b) Dearness allowance Rs. 5,000 p.m.
c) Bonus equal to two month’s basic salary.
d) Entertainment allowance Rs. 4,000 p.m.
e) He paid Rs. 200 p.m. as professional tax.
Compute his Income from Salary for the Assessment Year 2019-20.
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5. Mr. .Megharaj is the owner of two houses. The following are the
particulars of the house properties for the previous year 2018-2019.

Particulars

Year of construction
Municipal valuation
Municipal tax paid

Interest on loan taken for construction

Repairs
Nature of occupation

| House Il House
2012 2014
10,000 12,000
1,000 1,200
4,000 2,000
1,800 2,200

Self-occupied Self-occupied

Compute his Income from House Property for the Assessment Year

2019-2020.

6. The following is the summary of cash book of Mr. Rao, a Chartered
Accountant for the year ending 31-3-2019 :

Opening Balance 5,000
Tax consultation fees 40,000
Audit fees 60,000
Interest on bank deposits 8,000

Accountancy work
Gifts from clients
Rent from house property

40,000
8,000
20,000

1,81,000

Office expenses 10,000
Office rent 6,000
Income tax 4,000
Interest on loan 4,000
Salary to staff 12,000
Municipal tax on
house property 2,000
Car expenses 12,000
Drawings 5,000
Closing balance 1,26,000
1,81,000

Compute his income from profession for the Assessment Year 2019-20
after taking into account the following information :

a) }éof car expenses for private purposes.
b) 50% of the loan taken was used for personal purpose.
c) Depreciation allowable on car amounted to Rs. 6,000.
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7. Write short notes on any two of the following :
a) Person
b) Gratuity
c) Provident fund.

SECTION-C

Answer any three of the following. Question No. 13 Case Study is
compulsory. (3x15=45)
8. The following are incomes of Mr. Vinod for the previous year 2018-19 :
a) Income from property in Mumbai received in U.S.A. Rs. 80,000.
b) Salary received in India for services rendered in U.S.A. Rs. 1,20,000.

c¢) Income from business in London, controlled from India (%3 received
in India) Rs. 60,000.

d) Income from agriculture in Nepal Rs. 50,000 (half of which is remitted
to India).

e) Income from interest on Post office savings bank account Rs. 5,000.

f) Salary of Rs. 1,50,000 paid to him in Dhaka for his services to
Government of India in Bangladesh.

g) Business profits earned in the past but remitted to India in the
previous year Rs. 20,000.

h) Interest in respect of securities in a French Company received
outside India Rs. 10,000. |

i) Income accrued in India but received in Sri Lanka Rs. 10,000.

j) Dividend received in London from Indian company Rs. 5,000.
Compute his Gross Total Income for the Assessment Year 2019-20,
if he is

i) Ordinarily resident

ii) Not ordinarily resident
iii) Non-resident.
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9. Smt. Nirmala is working In a private company in Bangalore. From
the following information, compute her Income from Salary for the
Assessment Year 2019-2020 :

a) Basic salary Rs. 50,000 p.m.

b) Dearness allowance 60% of basic salary (considered for retirement
benefits)

c) Entertainment allowance Rs. 2,000 p.m.

d) House rent allowance Rs. 9,000 p.m.

e) Medical allowance Rs. 1,000 p.m.

f) Rent paid by Smt. Nirmala Rs. 16,000 p.m. for her residence.

g) She received conveyance allowance during the year Rs. 17,000
and she spent only Rs. 11,000.

h) She is contributing to a statutory provident fund at 17% of salary and
her employer also contributes an equal amount. Interest credited on
the accumulated balance of the fund at 10% per annum Rs. 20,000.

i) Her son is studying in a residential school and her employer is
paying hostel allowance at Rs. 500 per month.

j) Life insurance premium of Rs. 16,000 on her policy paid by employer
during the year.

k) She paid professional tax Rs. 300 per month.
10. Shri. Manjunath is the owner of two houses. The following are the
particulars of house properties for the previous year 2018-19.

Particulars | House Il House
Consisting two
Identical units

Use of the house Let-out Self-occupied
Municipal valuation 40,000 24,000
Actual rent per unit per month 2,000 -
Municipal tax paid by owner - 2,000
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Municipal tax paid by tenant 3,000 -
Interest on loan for pre-construction period 25,000 8,000
For the previous year 5,000 2,000
Construction completed on 1-4-2016 31-3-2015
Unrealised rent of 2016-17

recovered (allowed in earlier years) 6,000 -

Both the units of first house remained vacant for two months during
the previous year.

Compute his Income from House Property for the Assessment Year
2019-20.

11. From the following Profit and Loss A/c of Mr. Sunil, compute his income
from business for the Assessment Year 2019-20.

Rent 3,870 Gross Profit b/d 1,55,048
Staff salaries 8,620 Miscellaneous receipts 383
General charges 3,780 Discount 458
Interest on capital 1,800 Interest on Govt. securities 2,400
Interest on bank loan 750 Bad debts recovered
Audit fees 300 (dis-allowed earlier) 560
Bad debts 840 Profit on sale of machineries 5,765
Reserve for bad debts 600
Income Tax 2,400
Law charges 2,400
Cost of extenslon of office
premises 2,000
Charlty and donations 184
Depreclation 7,000
Entertainment expenditure 12,600
Net profit 1,17,470

1,64,614 1,684,614

Scanned by CamScanner



PO 0 00T A - 6356 — E02 - VSC - N - 19

Additional Information :

a) General expenses include Rs. 1,000 being compensation paid to
an employee on termination of his service in the interest of business.

b) Staff salary includes Rs. 1,200 being the salary of a servant engaged
at the residence of assessee.

c) Depreciation allowable as per rules Rs. 6,500.
12. From the following Receipts and Payments Account and the information

furnished by Dr. Amogh, a Medical Practitioner, compute his income
from profession for the Assessment Year 2019-20.

Balance b/d 6,000 Household expenses 16,000
Consultation fees 1,20,000 Salary to staff 48,000
Visiting fees 40,000 Laboratory expenses 22,000
Sale of medicines 60,000 Car expenses 16,000
Winnings from lotteries 25,000 Surgical equipments 10,000
Dividend on shares 3,000 Books (medical) 3,000
Interest on P.O.S.B. Alc 2,500 Membership fees 1,250
Gifts received 8,000 Charity 2,500
Interest on fixed deposits 1,600 Income tax 4,000
Salary as part-time lecturer Purchase of car 1,05,000
In a college 15,000 Gift to daughter 7,000
Purchase of medicines 40,000

Balance c/d 8,250

2,681,000 2,681,000

Additional Information :

a) % of car expenses pertains to private purpose.

b) Depreclation on car @15%, on surgical equipments @40% and on
books @60% per annum.
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c) Gifts received include Rs. 5,000 from patients and remaining from

relatives.

d) Closing stock of medicines amounted to Rs. 6,000.

e) Membership fees paid are pertaining to All India Medical Association.

Compulsory : Case Study

13. Mr. Mahesh of Haveri is an employee of a private firm there. He gives
the following details of his salary for the financial year 2018-1 9.

a) Basic salary Rs. 20,000 per month.

b) Dearness allowance Rs. 10,000 per month (50% considered
for retirement benefits)

c) Family allowance Rs. 500 per month.

d) City compensatory allowance Rs. 300 per month.
e) Medical allowance for the year Rs. 3,000.

f) Entertainment allowance Rs. 2,000 per month.

g) He has been provided witha rent-free house in Haveri. The cost
of furniture provided therein Rs. 80,000.

h) Sweeper appointed for the benefit of employee and his salary
Rs. 400 per month are paid by the employer.

) Compute his income from salary for the Assessment Year 2019-20 if :

1) Accommodation provided is owned by the employer.

2) Accommodation provided Is hired by the employer and Is paying
rent of Rs. 4,000 per month.

Il) Give the reasons, why the income from salary differs.
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