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SIXTH SEMESTER B.COM. (REVISED) DEGREE EXAMINATION,MAY 2015
INCOME TAX — LAW AND PRACTICE (Paper - Il)

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

Instructions : Answer all questions with the strict observation of
inner choice in each Section.
Use of simple calculator is allowed.
Question 13 case study analysis incompulsory.

SECTION-A

1. Answerany ten of the following :
a) How do you compute short term gain ?
b) What is indexed cost acquisition ?

c) Mention the treatment of advance money forfeited and retained by the
assessee while computing capital gains.

d) What are tax-free commercial securities ?

€) How do you treat rent derived from letting of building along with
machinery, furniture etc. ?

f) What is set-off of losses ?

g) How do you set-off speculation loss ?

h) What is adjusted gross total income ?

i) Mention the amount of deduction allowable U/S 80 CCE.
j) Whois an individual ?

k) What is Book Profit ?

) Expand ITO and IIT. (10x2=20)
[P.T.O.
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SECTION-B

Answerany three of the following :

2. From the following information furnished by Mr. Shripad, comPU"e his
capital gains for the Assessment year 2014-15:

Particulars Jewellery
Sales proceeds Rs. 30,00,000
Year of sale 2013-14

Cost of acquisition Rs. 1,16,000
Year of acquisition 1983-84

Cost of improvement Rs. 7,85,000
Year of improvement 2011-12
Selling expenses Rs. 5,000

The cost inflation index for 1983-84 is 1 16,2011 -12is 785 and
2013-14 is 9309.

3. Smt. Shobha furnishes the following details for the previous year ending
31-12-2014:

~ a) Interest on securities issued by Govt. of India Rs. 20,000.
b) Winnings from lotteries (net) Rs. 14,000.
~c) Interest on debentures of XYZ Company Ltd., Rs. 3,600
¥ d) Dividend from Indian Company Rs. 2,000
— e) Income from non-agricultural land Rs. 6,000
Compute her income from other sources for the Assessment Year 2014-15,

4. From the following particulars of incomes and losses for the previous
year ending 31-03-2014, calculate gross total income of Mr. Uday for
the Assessment Year 2014-15:

Rs.
a) Income from salary 2,00,000
b) Income from house property :
i) Income from let out property 50,000
ii) Loss from self-occupied property - 30,000
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c) Income from business :

i) Loss from speculation business 15,000
ii) Income from non-speculation business 45,000
d) Longterm capital gains 20,000

5. From the following information provided by Mr. Sandeep, compute the amount
of deduction allowable U/S 80C for the Assessment Year2014-15:

i) Life insurance premium paid Rs. 25,000 on his own life policy of
Rs. 2,00,000 which was issued prior to 31-3-2012.
ii) Life insurance premium paid Rs. 20,000 on the life of wife. The sum
assured is Rs. 1,00,000. The policy was issued on 2-04-2012.
iif) Contribution to Statutory Provident Fund Rs. 15,000.
iv) Son’s tuition fees for higher education paid Rs. 38,000.
v) Subscription to NSC (VIIl issue) Rs. 25,000.

6. Santosh and Anand are the partners in a firm sharing profits and losses
equally. Book profits of the firm is Rs. 2,25,000. After charging
remuneration paid to Santosh who is a working partner Rs. 1,25,000.
Compute the total income of the firm for the Assessment Year 2014-15.

7. Total taxable income of Mr. Dileep for the previous year 2013-14 is
Rs. 6,50,000. He has paid advance tax of Rs. 56,000. Compute his tax -
liability for the Assessment Year 2014-15. - (3x5=15)

SECTION-C
Question 13 is compulsory. Answer any two of the remaining questions :

8. From the following information compute taxable capital gains of
Mr. Prateek for the Assessment Year 2014-15:

Particulars Residential Jewellery  Non-listed
House Shares
Rs. Rs. Rs.
Cost of acquisition (Rs.) 8,00,000 10,00,000 1,22,000
Year of acquisition 1972-73 1969-70 1993-94
Cost of additions (Rs.) 2,00,000 2,00,000 1,20,000
Year of additions . 1977-78 1979-80 2004-05
Cost of improvement (Rs.) 1,40,000 66,500 -
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Year of improvement 1986-87 1985-86 ) ;50
Selling expenses 15,000 - ' "
Sales proceeds 1,36,41,000 1,31,34,000 10,05,2
Year of sale 2013-14 2013-14 2013-14

DI\ J\M.\J

0.

The fair market value of the house property and jewellery on 1-4-1981
was Rs. 12,00,000 and Rs. 14,00,000 respectively.

He has purchased new residential house costing Rs. 8,00,000 on
2-02-2014. The cost inflation index were :

1981-82: 100, 1985-86 : 133, 1986-87 : 140, 1993-94 : 244, 2004-05 : 480
and 2013-14 : 939.

Mr. Manohar furnishes the following particulars of his investments for
the previous year ended 31-3-2014 :

— a) Rs. 10,000 — 10% Central Government securities.

= b) Rs. 20,000 - 18% Tax free debentures of XYZ Co. Ltd. (non-listed)
—c) Rs. 40,000 - 10% U.P. Government securities.

v d) Rs. 36,000 — 10% Tax free Commercial securities.

—

_e) Rs. 30,000 - 13.5% securities of Cement Co. Ltd.

He also received during thé same previous year :
i) Rs. 2,000 as interest on bank term deposits.

—Jii) Rs. 1,000 as interest on Karnataka Government Securities.
- iii) Rs. 2,700 as interest on debentures of X Co. Ltd. (listed). “° 7.

iv) Rs. 5,000 as directors sitting fees.

His other incomes were royalty from mining Rs. 12,000, ground rent
Rs. 13,000 and winnings from lotteries (net) Rs. 21,000.

He claims the following expenses :
1) Collection charges paid to bank — 1% of gross interest from securities.

2) Interest on loan taken to purchase Central Government Securities
Rs. 2,000.

3) Cost of lottéry tickets purchased Rs. 500. =
Compute his income from other sources for the Assessment Year 2014-15,

Y
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10. From the following particulars furnished by Ganapati of Karwar, compute
his gross total income for the Assessment Year 2014-15:
Rs.

a) Income from salary 2,10,000
--b) Income from property A (LOP) 50,000
_¢) Income from property B (LOP) 12,000

_d) Loss from property C (SOP) ~ -30,000 - >
e) Income from grocery business 60,000
1) Loss from cloth business ~ —20,000
g) Profit from Gold speculation business 24,000
h) Loss from Silver speculation business —28,000
(i) Long term capital gains 35,000\ :
j) Short term capital gains . 32,000
'k) Short term capital loss ~-18,000
.1) Long term capital loss —45,000
_m) Interest on Bank term deposits (Gross) — 10,000
- n) Winnings frorm lotteries (net) . - 70,000

The losses carried forward from the Assessment Year 2013-1 4 are:
i) Loss from cotton business Rs. 10,000.

i) Unabsorbed depreciation for the previous year 201 2-13 Rs. 6,000.
P -

11. Mr. Mahableshwar furnishes the following particulars for the Assessment

Year2014-15:

a) He is the owner of a house consisting three equal independent units.

The municipal value of the house is Rs. 1,80,000. I and Il units are
let out on a monthly rent of Rs. 6,000 each. lll unit is occupied by
him for his own residence. Municipal taxes are 10% of municipal
value which is paid by him. During the year, he repaid the housing

loan of Rs. 60,000 of which interest is Rs. 39,000.
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b) During the previous year, he has earned profit of Rs. 90..000 from
fashion designing business. The above noted profit is arrived after
charging donation to approved school Rs. 5,000 and Income Tax is
Rs. 15,000.

c) He sold non-agricultural land situated in urban area on 1 5-2-2014 for
Rs. 5,54,000. The land was purchased for Rs. 66,500 in December
1985. The cost inflation index for 1985-86 is 133 and for 2013-14
is 939.

d) He has received interest on term deposit of Rs. 8,000 (Gross).
e) He has received royalty of Rs. 10,000.
f) He has won prize from cross word puzzles Rs. 2,500.

g) He has let machinery and furniture at a monthly rent of Rs. 5,000 on
1-06-2013. He has spent Rs. 2,000 on the repairs of the assets and
depreciation for the year was Rs. 5,000.

h) He has also made following payments during the previous year :
i) Payment to pension fund set up by UTI Rs. 25,000.
if) Subscription to bonds of NABARD Rs. 20,000.

iii) Contribution to units of specified Mutual Fund Rs. 15,000.
Compute the total income of Mr. Mahableshwar for the Assessment
Year2014-15

Leena, Meena and Veena are the partners in a firm of which Leena and
Meena are the working partners. They share Profits and Losses in the
ratio of 3: 2 : 1. The following is the Profit and Loss Account of the firm
forthe year ended 31-3-2014 :

Rs. Rs. Rs.
Salary to staff 45,000 Gross profit 2,85,000
Salary to Partners : Bad debt recovered
Leena 50,000 (previously
Meena 60,000 disallowed) 3,000
. Veena - 30,000 1,40,000 Rent from house
1+ Office expenses 32,000 property 22,000
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Interest on capital at 14% p.a.
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Interest on Post Office

Leena 21,000 SB Alc 2,000
Meena 14,000 Interest on Bank Term
. Veena 7.000 42,000 deposits (gross) 6,000
Municipal taxes 2,000
Repairs 1,500
+ Subscription to trade association 1,000
»Bad debts 500
Provisions for bad debts 3,000
- Donations to college (approved) 5,000
Depreciation 10,000
Net profit :
Leena 18,000
Veena 12,000
Meena _6,000 36,000
3,18,000 3,18,000

Additional Information :

1) Municipal taxes and repairs pertain to house property let out.
2) Office expenses include commission paid to Meena Rs. 5,000 and

furniture purchased Rs. 8,000.

3) Depreciation allowable as per rules Rs. 9,000.
4) Salary to staffincludes salary paid to Veena's son who work as Accountant.
Compute the total income of the firm for the Assessment year 2014-15:

13. Case Study (Compuisory):

Shri Somanath, a resident individual, furnishes the following particulars

of his income :

1) Profit and Loss Account for the year ending 31-3-2014

Rs.
Salaries 80,000
Rent 36,000
Interest on Bankloan 15,000

Printing and Stationery 10,000
Provision for bad debts 5,000

Rs.
Gross Profit 2,25,000
Intereston Government
Securities
Interest on Fixed Deposit

Account (gross)

15,000

10,000
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Bad debts 2000 Bad debts recovered
d . IOWed) 4,000
Income tax 15,000 (previously al
Advertisement 10,000
Life Insurance Premium
(own life) 10,000
Donation (unapproved) 12,000
General expenses 5,000
Depreciation 6,000
Net profit 48,000
2,54,000 2,54,000

l1) Additional information :
i) Salaries include salary paid to proprietor Rs. 25,000.

ii) General expenses include motor car expenses of Rs. 1,000 used
for personal purposes.

iii) Depreciation allowable as per rules is Rs. 8,000.

lIl) After the business hours, he works in a call centre, from which he

received basic salary of Rs. 12,000 p.m. Dearness Allowance 30%
of basic salary and house rent allowance 15% of basic salary.

He has paid profession tax of Rs. 100 per month.

He lives in his own
house.

Compute his taxable income for the Assessment Year 2014-15.

And

IV) Re-compute his taxable income assuming that -
i) Life Insurance premium paid is towards life

ii) Donations made are to Nationa| Defence Fy

iii) Deposit account mentioned in the p an
Bank Account maintained with nationg|

policy of hig father,
nd, and

.d L Account is a Savings
ised bank (3x15=45)
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