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SIXTH SEMESTER B.COM. (REVISED) DEGREE EXAMINATION,
‘ MAY 2017
INCOME TAX LAW AND PRACTICE - I

Time: 3 Houré] [Max. Marks : 80

Instructions : 1) Answer all questions with the strict observation
of inner choice in each Section.
2) Use of simple calculator is allowed.
3) Question 13 case study analysis iscompulsory.

SECTION-A

1. Answer any ten of the following :
a) What s short-term capital gain ?
b) Give formula for calculating indexed cost of acquisition.

~¢) Give any four incomes generally chargeable under the head Income
from Other Sources u/s 56(i).

d) Who can claim deduction u/s 80 D and how much ?
e) What is adjusted gross total income ?
f) What do you mean by tax-free commercial securities ?

g) How doyoutreatthe following donations given by an individual ws 80 G ?
i) Books worth Rs. 10,000 donated to an approved college.
i) Donation of Rs. 25,000 given to National Defence Fund.

h) How do you treat the share of income received by an individual from
Hindu Undivided Family ?

i) State any two permissible deductions allowed u/s 80 to Firm.

j) What is set off of losses ? ' '

k) Name any two income tax authorities. - ‘

l) Expand PAN and TAN. (10x2:20)

[P.T.O.
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SECTION-B
Answerany three of th_é following :

2. Mr. Basavraj had purchased a residential house for Rs. 2,32,000 in
1983-84. On 15™M August 2015 he sold this house for Rs. 27,00,000. He
purchased a new residential house for Rs. 5,00,000 on 15-3-2016. '

The Cost Inflation Index for financial years were 1983-84 — 116 and
2015-16—1081.

Compute his taxable capital gains for the Assessment Year 2016-17.

3. Mrs. Shruti submits the following information for the Previous Year 2015-16.
a) Income from salary Rs. 90,000.
b) Loss from self occupied property Rs. 40,000.
c) Business loss Rs. 1,00,000.
~ d) Income from interest from Bank Rs. 50,000.
e) Winning from lottery (net) Rs. 35,000.
Compute her gross total income for the Assessment Year 2016- 201 7.

4. Mr. Anil's investment for the Previous Year 2015-2016 were as follows.
a) Rs. 20,000 9% Govt. securities.
b) Rs. 40,000 12% municipal debentures. ‘
c) Rs. 1 ,50,000 10% debentures of Textile Mill Company Ltd.
d) Rs. 80,000 10% Preference shares in Indian Company.
e) Rs. 50,000 10% fixed deposit of State Bank of India.
The Bank charges'Rs. 400 as commission for collecting interest:
Mr. Anil paid Rs. 500 being interest on loan taken for the purpose of
buying debentures of Textile Mill Company Ltd. Compute his Income
from Other Sources for the Assessment Year 2016-2017.
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5. From the particulars given below, calculate the amount of deduction
allowable in the case of following individuals under Section 80 C.
~Mr. Arun ~ Mr. Ashok

_ Rs. Rs.
~ Life Insurance premium paid |
On own life | 20,000 - 30,000
On brother's’life - - 10,000 8,000
On wife's life ' 15,000 -
Contribution to Public Provident Fund 24,000 16,000
Repayment of housing loan 70,000 - 25,000
-‘Payment of daughter’s tuition fees 20,000 30,000

6. Ramesh and Mahesh are working partners in a professional firm, sharing
profits and losses in the ratio of 3 : 2. The Profit and Loss Account of the
firm for the year ended 31-3-2016 showed a net profit of Rs. 19,500 after
charging the following.

" a) Interest on capital at 14%
Ramesh Rs. 10,500
Mahesh Rs. 10,500

b) Salary to partners
Ramesh Rs. 67,500
Mahesh Rs. 67,500

Comf)ute the Professionél Income of the firm for the Assessment Year
2016-2017. | |

7. Describe briefly the powers of Income Tax Officer. (3%5=15)

i
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 SECTION-C

Answer any three questions. Question No.13 is compulsory.

8. From the following information furnished by Mr. Vijay compute his capital
gains for AssessmentYear 2016-2017.

Particulars | Residential Jewellery _Non Listed
House . shares
Rs. Rs. " Rs.
Cost of acquisition 10,00,000  12,00,000  2,00,000
“Year of acquisition 1972-73 1969-70  1993-94
Cost of additions ‘ 2,00,000 2,00,000 1,00,000
Year of additions 1977-78 1979-80  2004-05
Cost of improvement 1,40,000 76,500 -
Year of improvement 1986-87 .  1985-86 -
Selling expenses 20,000 — 5,000
Sales proceeds 1,55,09,800 1,50,62,500 15,48,000
Year of sale 2015-16 2015-16 2015-16.

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
3.2-2015. The CostInflationIindex were :

1981-82 : 100, 1985-86 : 133, 1986-87 : 140, 1993-94 . 244 2004-05
480 and 2015-16: 1081

9. Shri Rajesh furnishes the following partlculars of hisi income relatlng to
P.Y.2015-16.
a) Rs.20,000 Intereston 10% tax free bonds of ‘B’ Ltd.
b) Rs. 5,000 Dividend from Tata Ltd.
c) Rs. 8,000 Dividend from Foreign company
d) Rs. 5,000 Dividend from Co-operative Society

e) Rs.2,000 Interim dividend at 10% on shares of Reliance Industries

f) Rs.30,000 Directors Fees ‘
g) Rs.25,000 Intereston term deposits of Bank
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h) Rs.8,000
i) Rs. 25,000
i) Rs.18,000
k) Rs. 12,000
) Rs.35,000
m) Rs.7,000

Family pension amount

Royalties from mining (expenses Rs. 3,000)
Income from letting machinery and furniture

Rent received on subletting house (Rent paid Rs. 6,000)
Winning from lottery (Net)

Winning from card games (Net)

On 1-11-2016 he purchased capital investment bond worth Rs. 60,000
for which he borrowed Rs. 50,000 at 10% interest p.a. :
He claims the following expenses :

i) Collection charges of dividend Rs. 800 (on foreign company dividend)
ii) Interest on loan taken for purchase of shares Rs. 2,000
iii) Interest on loan taken for the purchase of capital investment bond

Rs. 2,000

iv) Repairs, insurance and depreciation amounting to Rs. 8,000' on let

out machinery

v) Loss on card games Rs. 5,000.
Compute Income from Other Sources for A.Y.2016-17.

Income of Vinayak for P.Y. 2015-16 is as follows :

Income from salary . 2,40,000
Income from LOP 1,00,000
Loss from SOP (-) 50,000
Loss from speculation (-) 45,000
Income from business (before depreciation) 3,50,000
Income from capital gain 70,000
Current year depreciation 1,00,000
Stake money received | 80,000
L oss from owning and maintaining race horse (-) 60,000

He wants to adjust the following brought forward losses and expenses.
Loss on non speculative business for AY. 2013-14 Rs. 1,00,000.

Unabsorbed depreciation of 2010-11 Rs. 1,00,000.
Compute his total income for AY.2016-17.
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11. Vaibhav furnishes the following particulars f

12.

L

or P.Y.2015-16.Compute

the allowable deductions u/s 80 from gross total Income for A.Y. 2016-17.
His gross total income was Rs. 20,00,000. .
1) Life insurance premium paid Rs. 40,000 on the po
takenon 1-1-2012.
2) Contributed Rs. 40,000 to public provident fund.
3) Investmentin NSC (VI issue) Rs. 50,000.
4) Paid for LIC pension plan Rs. 40,000. _ .
5) He spent Rs. 70,000 on medical treatment of his widowed sister who
is severely disabled and dependent on him. S
6) He had borrowed Rs. 2,00,000 for his son’s higher education 2years
back and interest on it paid during P.Y. Rs. 20,000. |
7) He took insurance policy on the health of his family with a father of
75 years old and paid insurance premium of Rs. 40,000 by cheque.

8) a) Donations to approved temple Rs. 30,000
'b) Donations to notified university Rs. 20,000
c) Donations to municipality for family planning promotion Rs. 30,000

licy of Rs. 1,50,000

Mr. Vinay fUrnishes the following information for P.Y. ended 31-3-2016.
a) He is employed in a private company.-During the year his basic
salary was Rs. 25,000 p.m. He received 20% of basic salary as
Dearness Allowance. He also received HRA at 1 0% of basic salary.
Following were the deductions from his salary. 4 .
i) Life insurance premium of Rs. 30,000 on a policy of Rs. 5,00,000
which was issued prior to 1-4-2012. ;
ii) Professional tax Rs. 200 p.m.

b) He is owner of a house consisting of two equal units. H

| unit for his use and |l house is let out at a monthly rent of Rs. 4,500.
The municipal value of the house is Rs. 80,000 and municipal tax
paid is 10% of municipal value. During the year house loan repaid
21 amounted to Rs. 40,000 which included interest on loan of Rs. 10,000
The letout unit remained vacant for2 months., - o

eretainedthe
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¢) His income from other sources were
i) Winning from lotteries Rs. 21,000 (Net).
i) Interest on Bank term deposits Rs. 10, 000 (Gross).
iii) Interest on debentures of ‘X’ Co. Ltd. Rs. 5,400 (Listed).
iv) Dividend from Co—operatlve Society Rs. 5,000.

He has made following payments during the year :
1) Donations to Prime Minister's National Relief Fund Rs. 10,000.
2) For repairs of notified temple Rs. 8,500. |

Compute his total income for A.Y. 2016-17.

13. Case Study (Compulsory):
X, Y and Z are partners shanng profit and losses in the ratlo of 6: 4 2.
The Profit and Loss Account for the year ending 31-3-2016 showed a
profit of Rs. 52,000. Apart from allowable expenses the following are
also debited to Profit and Loss Account.
a) Interest on capital at 15% p.a.-A — Rs. 1 800 B - Rs 1,500 and
C —Rs. 800. |
b) Salary of partners
A —Rs. 20,000, B—Rs. 14,000 and C —Rs: 26 000
c) Loss from sale of car Rs. 7, 000.
d) Depreciation Rs. 8,000. Butas per the rules only Rs. 7,000 is allowed.

Also the following incomes have been credited to Profit and Loss Account.
a) Bad debts recovered (%2 of which allowed earlier) Rs. 6,000.
b) Income from speculation Rs. 8,000.

You are required to answer the following questions for A. Y. 2016-2017.
1) What s the total income of the firm when condltlons of Sections 184

and 40 (b) are satisfied ? ,
2) Whatis the total income of the firm when conditions of Section 184
and 40 (b) are not satisfied ? . | (3x1 5—45)
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