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B.Com. DEGREE EXAMINATION APRIL 2018.
Sixth Semester
Paper II — INCOME TAX LAW AND PRACTICE
(Revised)

Time : Three hours Maximum : 80 marks

Answer all questions with strict observation of inner choice in each Section.

Use of simple calculator is allowed.

Question No. 13 Case Study. analysis is compulsory.

SECTION A — (10 x 2 = 20 marks) |

1. Answer any TEN of the following :
S BYNTIHNVA, e BR JBNVrt Gu3oRD

(@)

(b)

(©)

(d)

(¢)

®

(8)

(h)

State the types of capital gain.
DG J500 worBTeY oying wil BeVD.

What is dividend?

€108 D0TWBERO?

Give the formula for grossing'up of winnings from lotteries and interest on

fixed deposits.
etsdood ﬂd smeod SHI) .od dc;!eirhi e w&o.‘b smeodd 33on, JeIIT),

o &,&ommri YRS BT, &ra&b

What do you mean by set-off of losses?
mmﬁmmm 20WBeRO?

What is speculation loss?
3433, 59,0 BN Q0TBeROT?

State the provisions of U/S 80 DD.
IveSed 80 DD DabSRIINYR), 5«?0.

State no limit donations which are 50% deductable.
Beedrindd 23 0b3 uBr3 JpITrd &3 50% ﬁ&dmrbd a@ﬂd mﬁ BedD.

How do you treat dividend received by an individual from a foreign company
and co-operative society?
Wty 33 Sdados dted soBAoL eeyeos FoI) piT. 3.2 le) xio,‘soo‘a)od JAT eaygecs8nYs),

Bert I0nedn_dd?
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() Who is a non-working partner?
saabF ATIVOT Teewrwd adndd?

() State the limits mentioned in section 40 (b) to pay salary, bonus etc. to

working partners.
B0DLFARFEBT Jeewred SBadns Jowd, BN AR D e i} 3&%@1 40 (b)

obdod 2o3adb wif Bew.

(k) State the provisions of section 80 E.
J0edecd 80 E ddad dobhInIdnds) SedD.

() Expand - TRO and TCS.
508 - TRO ) TCS.

SECTION B — (3 x 5 = 15 marks)
Answer any THREE of the following :
8 BYNTI)idd Wesad S0, u3DD :

Compute the taxable capital gain of Shri Nagesh for the assessment year
2017-18:

Particulars Jewellery
Year of acquisition 1987-88
Cost of acquisition Rs. 3,00,000
Year of improvement - 1994-95
Cost of improvement Rs. 25,900
Selling expenses Rs. 10,000
Sale proceeds Rs. 25,00,000

The cost inflation, index for the year 1987-88 - 150, 1994-95 - 259 and
2016-17 - 1125.

3¢ mertcard 88 IPBE SP&Irives dﬁﬁ SIF 2017-180 woBdeY GayiSE), Fordd LB01D :

a3oridL eIdenad
20ed S3F 1987-88
20D B g. 3,00,000
S9cin SaF 1994-95
Socvun 363 de. 25,900
IR0k Dr>F de. 10,000
S0kl 3P, 6. 25,00,000

33, Bocbuod Retmoed o SAFTVE, 1987-88 - 150, 1994-95 - 259 3y
2016-17 - 1125. |
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Compute the income from other sources of Mr. Jairaj for the A.Y. 2017-18 from

the following particulars :
(a) Dividend from Reliance Ltd. Rs. 10,000

(b) He is the author of income tax and earned a royalty of Rs. 50,000. The
expenses relating to the publishing of the book is Rs. 10,000.

() Winnings from horse race Rs. 10,000 (gross)

(d) Interest on fixed deposits (net) Rs. 18,000

(e) Ground rent Rs. 10,000
() Interest on Govt. securities Rs. 4,000

S 39U BABESNOE SRbIndod . woboend, oY IIF 2017-180 %30 wweod

Foeoridor wos 303 FoBdd LRB0DO :

(a) Db Bo. ADIT areos . 10,000

(b) =Ss> WFEo LR HREE SesmaNdy, DoEESTN NAE 303 da. 50,000 8GOS,

350 HFEE FTBS DrdoF Be. 10,000 SASHIT.
(0) oS 5ewd0s 18 363 Gk. 10,000 (2b).
(d) 2o Seirtosoos w0 d¢ wl de. 18,000
(€) % wedr de. 10,000
() 30w Higse 33190n wos wA,BA. 4,000

From the following information,
U/s80C:

compute the amount of deduction allowable

Mr. Raja Mrs. Rani

Life insurance premium on own life
Contribution to public provident fund
Repayment of housing loan
Tuition feeé. paid |
N.S.C. purchased (VIII issue) |

Five years F.D. in SBI (notified) . . .
Contﬁbuﬁoﬁ to unrecdgnised provident fgnd

3

Rs.

110,000

40,000
50,000
25,000
40,000
25,000
10,000

Rs.

15,000
50,000
10,000
20,000
10,000
10,000
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& BUNE SnbInvos Tduen 80 C 8o, doruBITT BR3NYR) Bom) LBaD :
e oo 8,3 vaed

dn. ow.
zzuo:i BeIN edR e D3N vozd 10,000 15,000
WIFEIE PI, I Jodd 40,000 50,000
S8 o Beds uxen SHdamSe 50,000 —
theegms 80¢) Zomeod 25,000 10,000
Cegrad sudzs0b T3, DO (8¢ Boes) 40,000 20,000
S I uIPod 40 deded (ousd) SBI 25,000 10,000
rbob3zoRa P, ) Jodd _ 10,000 10,000

From the following profit and loss account of a partnership firm for the year
ending 31.3.2017. Compute the book profits for the A.Y. 2017-18 :

Profit and Loss Account for the year ending 31.3.2017

Rs. Rs.
To General expenses 75,000 By Gross profit 3,25,000
To Interest on capital at 15% p.a. 30,000 By Commission 25,000
To Salary to working partners 2,00,000 By Interest on debentures 20,000
To Depreciation 15,000
To Net profit 50,000 .
' 3,70,000 3,70,000

Depreciation allowable as per rule is Rs. 20,000 firm fulfils the conditions under
section 184.

B B BE ISNBT eyl Wedoor word JeewMedEe ﬁoﬁmob 90308 IR 2017-180
D38 (book) eyl For> HBOWD :
RY-Fad 3 daaro:% 31.3.2017

on. ow.
RSRT, DEOFTI0 75,000 33or, ey 3,25,000
WoBTYE SoedT wd Be. 15 3.3, 30,000 TeRY wmaad 25,000
Bo0dF 903 TeewreOdIt ot sowd  2,00,000 POTIT Soeds wR 20,000
3380 | 15,000 |
AW oy , 50,000 .
3,70,000 - 3,70,000

umaad 381t BoredE Joes deBwBIWE 338¢ I3 SReE, 8e. 20,000 2RI, TeewmRdE
So0dn o 184 SO0 DFORHYR), FPHFOOLD.
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Following are particulars of income and losses given by Mr. Maruti for the
previous year 2016-17 :

Rs.
(a) Income from let out property . 1,00,000

(b)  Loss from self occupied property  1,25,000

() Profits from cloth business 1,00,000 .
(d) Losé from cotton business . 50,000
(e) Speculation on loss 20,000

- () Long term capital loss 15,000
() Short term capital gain 20,000

Compute the gross total income of Mr. Maruti for the A.Y. 2017-18.

§ ¢ 003033, LobS IAF 2016- 170 mﬁ-m&ﬁ#a&a& g9NSod 308 IPBWIT :

de.

(a) el Bkl oo ¥r oy 1,00,000

(b)  Ros wwé Sitoses ue oD 1,25,000

(c) Wi, TRTTRR UB oy 1,00,000

(@ @3 me0Rod eu Zd 50,000

(e) ﬁ%“%mdw G PR 20,000
(0 Depersd wodme @d 15,000

() ORSD woBY Ry 20,000

g, Saf 2017-180 _Qc S»cL3abIT 33, w30 0SB, Ford HBOD.

Explain in brief the powers of income tax.officer.

wmals 301 ©EdnY eRERdnY 2, Bogen H0RD.

S
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SECTION C — (3 x 15 = 45 marks)

Answer any THREE of the following. Question No. 13 is compulsory :
Yeoad Saech IBNON eu3dLO. I8, B0, 13 mapdTencsgd : |

From the following particulars of income of Smt. Renuka. Compute her income
from other sources for the A.Y 2017-18:

(2)
(b)

()
(d)

(©)
®
@®

She owns a plot of land in Hospet which is let 0}1t for Rs. 2,000 pm.

She owns a_quarry in Dharwad, she has let if on a royalty of rupee 2 per
tonne of stone raised. During the year 25,000 tonnes of stome was raised.

She spent Rs. 5,000 to earn royalty.

She has received an amount of Rs. 2,10,000. as lottery income.

She owns agricultural land in Malesiya from which she earned an income of
Rs. 25,000. :

She gets family pension from the state govt. Rs. 60,000.

Income from hidden source Rs. 10,000.

- She made the investments in the following securities :

(i) Rs. 50,000, 10% Govt. securities

(i) Rs. 90,000, 10% tax-free debentures of X Ltd.
(iii) Rs. 50,000, 8% municipal debentures

(iv) Received Rs. 10,000 as dividend from Indian Co.

She spent Rs. 200 to collect the interest.

83 TecwtUsty FABIRRE ¢meobd ISTRYoR’ @38 933 Smoﬁ# T30 0dTRY,

B080 S&F 2017-188, s0wofwod 5081 HRoWD :

(a)
(b)

()
(d)

o3t BexSetdadd worh 299 wrt A, AN, 3orid 2B dke. 2,000 Fod dRtiped.

O30t GIOETY, word> Fey ned AW, AWR), I3 L* A TenEs Ce. 2 Tod
wJedobont ded?. WO riedaos 25,000 UF Ty, 2RO INBWY. 3BO Tt

nYzen SRBBe0RE DwOF dwe. 5,000.

30000 203 emeab 8. 2,10,000.
6391 SoeeBaiRTS 2030 LIV TA€ ), BHO0H MO STD 8w, 25,000.

6391 Cazy, FTETBOR Bokioon SoriakHN B, 60,000 FHBTRY.

6
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(B) 83 & 89N rm T3 rive s 208 InBRY :

wH0W JFARE SoeedE word emIad) dw. 10,000.

() - da. 50,000, 10% 3060 = J3AVe,
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(i) ©®. 90,000, 10% uwaod 3Bt Db TOTI N X go. dobu3dod

(i) Q. 50,000, 8% RN B TOTI N

(iv) %e03cad BoZN0DOT JBW eezgeocs dwe. 10,000.

83 B, 200 BB SRAAHA DLF IPBEABTRY.

From the following information compute the gross total income of Mr. Mahesh for
the A.Y. 2017-18 :

(@)
(b)
()
(d)
(e)
@
- (8)
(h)

Income from salary (computed)
Loss from self occupied property
Profits from electronic business
Loss from groundnut business
Proﬁt_é. from speculation business
Long-term capital gain

Short term capital gain

Loss from owning and maintaining race horses

The carried forward losses from the A.Y. 2016-17.

(i) Loss from ground nut business

(i) Unabsorbed depreciation

(iii) . Loss from cloth business discontinued
(ivy Long-term capital loss

() ~ Short term capital loss

Rs.
2,00,000
50,000
2,00,000
50,000
40,000
30,000
10,000
50,000

Rs.

11,00,000

10,000
20,000
40,000

5,000
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0. 1DAER B B EOBRRAT IRLINVIRFOL uIW B0e80N IAF 2017-187 33on
SIROLIRY, B0 LAAWD ;

dn.
(8)  RowvBor wor umad (¢38, IaR) 2,00,000
(b) B03 wid Sosoow ¢a Fad 50,000
(€ IBm JTH0B08 ua ey “ 2,00,000
(d) georw FTB0B uE Fod 50,000
(e) 3R, II3B90008 uB oy 40,000
® DeFrSD woBdTew ey’ 30,000
(8 ORI woBY eyl | 10,000
() e BRVNY ISFE ) wEITBTE ux Z>Y 50.000
, %0B8 &7, IZF 2016-17 808 I0OWTOT BN :
o,
(i) Beore FSH0D00 ¢B B9 1.00.000
v () por Sa8ReYE 3380 10,000
(iii) %MMOU %%ﬁﬂdm uu B | 20,000
(iv) DeGFIFIH woBTW Tad 40.000
v) 0RIH woBTY Fad | 5 060

Mr. Ramakrishna made the donations to the following funds and institutions
during financial year 2016-17 : ‘

Rs.
(@)  National foundation for communal harmony 20,000
‘b) The national children's fund | ' -10,000
(c)  The national blood transfusion council - 10,000
(d  The Swacch Bharat Kosh set by central govt. 20,000 °

8
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Rs.
(¢)  Prime Minister's drought relief fund 10,000
)  Jawaharlal Nehru memorial fund 20,000
(8) Municipality for promoting family planning 30,000
(h)  Books donated to approved college 20,000
(1) Approved charitable institution 10,000
)] Repairs and renovation of notified temple 10,000

The adjusted gross total income of Mr. Ramakrishna is Rs. 4,00,000. Compute
the deductbale amount of donations u /s 80 G.

<. DIDFRRO BewTaR I 2016-17 I DG AP S ﬁoﬂ@rﬁﬂ NeRT Beedrtried :

dwe.
(a)  Ceygod Boesw PEGF Bogt 20,000
(b)  Teagcod I AR 10,000
(c)  oeasad wm toiFa sy’ Jo8a N 10,000
(d)  dcod, BoerTUBond WAL 318 17203 BcE 20,000
(6)  Tpem Fod wo Vs AR 10,000
() wRBTU’ BT 5307 AP 20,000
(8  Botwow aleess J BTN Iric 24N 30,000
(h) :éaaa!és 343 maw%owaqn 38 Seedrt 20,000
() SR Id wes-a3 zo:;‘,ﬁ 10,000
() oy ScToHmN Ina3 AT odoE, 10,000

. AN Beomeei INAB I, 1), swead da. 4,00,000 20038, S0ejed 80 G

uaod.x?“ oS3t szt eYzLEIE dgem 343 gord HROWO.
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11. Shri Nayak of Bangalore working in a private firm, gives the following information
for the previous year 2016-17 :

()

(b)

(©)

(d)

(e)

(®

(g

Basic salary Rs. 20,000 p.m.

Dearness allowance Rs. 10,000 p.m. (enters into retirement benefit)
City compensatory allowance Rs. 2,000 p.m.

Entertainment allowance Rs. 1,000 p.m.

House rent allowance Rs. 5,000 p.m. He is living in rented house paying
rent of Rs. 4,000 p.m.

He is having house property in Tumkur which is let out at a monthly rent of
Rs. 8,000. The municipal value of the house is Rs. 75,000. He paid
municipal taxes of Rs. 7,500. During the year he repaid the housing loan of
Rs. 30,000 which includes Rs. 10,000 interest loan.

He has also having the following incomes.:
(i) Interest on fixed deposit with syndicate bank Rs. 20,000
(i) Interest on savings bank account in syndicate bank Rs. 12,000

(iii) Winnings from lotteries Rs. 1,00,000 (gross)

He made the following payments during the year :
| (1) Professional tax Rs. 200 p.m. )
(2) Paid life insurance premium on the life of : -
(A) Own life Rs. 10,000
(B) On wife's life Rs. 10,000

. (C) * On brothers life Rs. 10,000

(3) Made donation to the clean Ganga fund set by the central govt.

Rs. 10,000. |
Compute the total income of Shri Nayal; for the A.Y. 2017-18.

10
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4c MY Worats wWILH L0085 N doslos), hed HOpARS, e Wi A
2016-170 Snb3rvns Detrcrad -

(a)
(b)
fc)
(d)

(e)

)

'z

Fa00 Sedn 0. 20,000 3,3,

HUpd de. 10,000 .3, (w53 Sedud, sorig,
Brid 26230 514, da. 2,000 .3,

S0t 138, da, 1,000 2.3,

B B P4 O 5,000 .3, wiins A S0, Saicavs) B 74
WBAIRN U, 4,000 b40:304,

ST BT 800B, 70308 Dm0y, ety 2,8, G, 1,000 Bod 1780 DRI, %S
#Y0d) U Iboh TPy Oh, 75,000 wIAD, B #) SORIEN Om, 7,50
BB, 500 TAFDO, Wit I St T Ok, 0,000 wly 800,
6. 10,000 238, 3,53 #¢60,

S B YNNG e 0s
l)  2oBbes? 13088008 333033 Besiehos Sl 10, Bm. 20,000
i) obberr z:a&owq‘cm VOB03> 05305 508 150, Os. 12,0()’0
(i) OO0 i), 5468 da. 1,00,000 (A3)
0 Sds OB S CIND IS TWIBY, SRRV
(1) 33010 2003 .3
(2) e BSP BoB Bo0lISY, AT BrE
(A) %98 2ess O, 10,000
(B) #Bokdodr s on. 10,000

(G ZBeFO0 A TR, 10,000

Seons, 7OESDOB RICH, Hh, T DR Bty et 64, 10,000.
4

(2
188, 8¢ BICIHPISS 1AL, TTPOIITI), B LB,

sowsor a5 2017-

11
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12. X, Y and Z are the partners in a firm sharing profits and losses in the ratio of
3 :2: 1. The profit and loss account of the firm for the year ending 31.3.2017 is

as under :
Profit and Loss Account for the year ended 31.3.2017
Rs. Rs.
To Office expenses 25,000 By Gross profit 2,80,000
To Bad debts 5,000 By Discount 20,000
To Salaries 50,000 By Commission 15,000
To G.S.T. ' 10,000 By Rent from house property 35,000
To Provision for bad debts 5,000
To Donations
(National defence fund) - 10,000

To Advertisement ‘ 15,000
To Salary to partners : '

X - Rs. 30,000

Y - Rs. 20,000 50,000
To Depreciation . 15,000
To Commission : '

X - Rs. 10,000

Y -Rs. 5,000

Z-Rs. 5,000 20,000
To Interest .on capital at 20% :

X - Rs. 20,000

Y - Rs. 15,000

Z - Rs. 10,000 45,000
To Net profit 1,00,000

3,50,000 : 3,50,000

Additional information :

(a) Oﬁ'lce expenses-includes Rs. 2,000 paid as municipal tax on property let
out and Rs. 5,000 paid for purchasing furniture.

(b) Out of bad debts Rs. 2,000 was disallowed by ITO.

(c) Depreciation allowable as per rule is Rs. 20,000.

' (d) X andY are working partners.

Compute the total income of a firm for the A. Y. 2017-18, assuming that the firm
fulfills the conditions of section 184.

12
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X, Y ) Z 638 wogy Tewrndes Hogod TeewrROTNG), WS eati-FoD0R,

3:2:10 "W“Q.$°m%§mnd. JImeros; 31.3.2017d zogod oag-5ed B0
 Ded VeRRT

R-Zd wad Imerod, 31.3.2017¢,

ga. - da.
geJed deoFnd. 25,000 301, & 2,80,000
WeOW o 5,000 IB3 Zeel 20,000
0w 50,000 doaj' | : 15,000
L5583, 10,000 o wekrt 35,000
WTHTLT Seondrneh TR0 DY 5,000
deedrtined (N.D.F.) 10,000
R&CTID 15,000
TCVMAUT Toww :
X - 8%.-30,000
Y - dw. 20,000 . 50,000 |
3389 ' 15,000
JELMUC BeRy !
X - dw. 10,000
Y - dwe. 5,000
Z_de. 5000 20,000
woBYE Soeds wR de. 20 : .
X - dw. 20,000
Y - gw. 15,000
Z - . 10,000 45,000
WY oot - 1,00,000 |
. ~3.50,000 | 3,50,000
Iatiann
13
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BP0 Sobdrich :
(a) YD DUFIY . 2,000 wdN dety Sodod Ind Fob B Jb3) dw. 5,000
CBRCITO a)bcm,d% LedTs.

(b) Wi, tR0R Fe0BA dna. 2,000 301t ¥BTONYE SUzBROLR) 90L3T.
(c) uwa0b 301 FIRANT TFe0 BRBWBITR 338¥ Bwe. 20,000 RCLIT.
(d) =eenmeo X SH3) Y 930 saodr dSFE e TOMRTTNGY.

Far1oVartelar) 74'0".3¢Q1) J0808 IIF 2017-180 Wwhd), e:smo.bddgt g0y SBOWO. zEd
TeeMedTe Jogodn Bdded 184 T ouddedmRT MWoRSHYRY, TRLFMAdRE dowd
3¥oloIdo.

Case Study (Compulsory) :

Mr. Ramalal of Pune gives the following information relating to the capital assets
sold during the previous year 2016-17 :

Cost of acquisition Rs. 7,78,000
Year of acquisition 1999-2000
Cost of improvement Rs. 2,40,000
Year of improvement 2004-2005
Year of sale ‘ 2016-2017
Sale pro;:eeds Rs. 35,12,500
Selling expenses Rs. 12,500

He purchased a residential house (new) for Rs. 10,00,000. The cost inflation
index for the previous year 1999-2000 - 389, 2004-2005 - 480 and

2016-2017 - 1125.

Compute the taxable capital‘ gain for the assessment year 2017-18, if
(a) Capital asset sold is a residential house

(b) Capital asset sold is a jewellery

(c) Capital asset sold is agricultural land in rural area.

Case Study :
State the reasons for getting different taxable capital gain for the above

mentioned assets sold.

14
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BB OG0bS (dmaod 38) :

FBodb L. tRrenoR) BABEIRAT 100}, 3R0eks RRAT HOMYNY, &ods JaF 2016-17%,
Z0WoRABT) B SUNToIS | |

00D IRy dw. 7,78,000
20D IRF 1999-2000
Socg0n S0, dw. 2,40,000
Saeson SIF 2004-2005
IP0eks SIE | 2016-2017
SR0eks 370, da. 35,12,500

RR0ets DL g, 12,500

w3s> dw. 10,00,000 :b’aodd B3 Sosads), DVDITIT. LodS SIFnY S, BeroyC
m:;adoﬁ & Bed . 1999-2000 — 389, 2004-2005 — 480 303 2016-2017 - 1125.

301 Sae 2017-18 0O, 833t ¥ridS worTeY Ry, Bom) LD, 1,080 Sed,
(a) Soovaks SRdd e} SRd Soxodehgy

(b) Soo0ets INRT G2 eyignnvaNGo

(c) oooets INRT &3 Me,OeEd Juesndab A IRV oyl ]s)
Lol uq,oms :
oG WoB=Y YT d.s"%"’“a

g Soed) 2RAULTOST LRNIR), S0k SRBEN WIS G I3

35200 ded.
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