K |

8348 -F02 - VISC-R-M -19
SIXTH SEMESTER B.Com. DEGREE EXAMINATION, MAY 2019

INCOME TAX LAW AND PRACTICE-II
[Revised]

Time : 3 Hours] [Max. Marks : 80

Answer all questions with the strict observation of inner choice in each section.
Use of simple calculator is allowed.
Question No. 13 Case study is Compulsory.

Section A — (Marks : 10 x 2 = 20)

1. Answer any ten of the following:

a)
b)
c)
d)
e)
f)
8)
h)

i)

J)

k) .

D)

What is capital asset?

Give the formula for calculating the indexed cost of improvement.

State any four examples of incomes taxable under the head of income from other sources.
How do you treat theiloss from speculation business?

State the provision of 80E.

What is gross total income?

What do you mean by tax-free debentures?

How do you treat the share of income (dividend) received by individual from companies?
How do you treat the following donations u/s 80G?

i)  Clothes worth Rs. 5,000/- donated to orphanage.
ji) Donation of Rs. 1,00,000/- given to National Defence Fund.
Expand: PAN and TDS.

How do you treat the advance money received and forfeited?

What is Best Judgement Assessment?
[P.T.O.
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Section B— Marks: 3 x 5 = 15)

Answer any three of the following:

2.

Mr. Satish purchased a house for Rs. 40,000/ in the year 1992 and immediately spent
Rs. 10,000/- on its renovation. The house was sold for Rs. 15,00,000/- on 1-8-2017. He incurred
Rs. 5,000/- being expenses for sale of the house.

The fair market value of the house as on 1-4-2001 was Rs. 1,00,000/-. The cost inflation index

for the financial years 2001-02 and 2017-18 were 100 and 272 respectively. Compute his capital
gain for the AY. 2018-19.

Smt. Vidya furnishes the following details for the previous year ending 31-3-2018.
a) Interest on Central Government Securities R§. 25,000/-

b) Winning from lotteries (net) Rs. 35,000/-

c) Interest on debentures of ABC Co. Ltd. Rs. 3,600/-

d) Dividend from Indian company Rs. 5000/-

e) Income from open plot Rs. 6,000/-

Compute her income from other sources for the A.Y. 2018-19.

Mr. Hari gives the following particulars of income and losses, compute his gross total income
for the A. Y. 2018-2019:

*  Income from house property-I Rs. 22,000
*  Loss from house property-II Rs. 8,000
*  Loss in cloth business Rs. 4,000
*  Profit from speculation business Rs. 80,000
*  Long-term capital gain Rs. 18,000
*  Long-term capital loss Rs. 42,000

*  Short-term capital loss Rs. 10,000

From the following information submitted by Mr, Prakash, compute the amount of deduction
allowance u/s 80C.

a) National savings certificates purchased (viii)

Rs. 30,000

b) LIC premium paid on his own life (issued on 1-5-2015)
(sum assured is Rs. 1,50,000/-) Rs. 20,000
¢) LIC premium on daughter's life Rs. 10,000
d) LIC premium on mother's life Rs. 5,000
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e) Accrued interest on NSC (viii issue) Rs. 15,000

f) Repayment of housing loan (principal) Rs. 25,000

How do you treat the share of income of the association of persons included in the total income
of individual?

X, Y & Z are the partners in a firm of which X and Y are the working partners. Net profit as
shown in P & L A/c is Rs. 90,000/- after debiting the following:

a) Interest on capital at 18%
X - Rs. 9,000
Y - Rs. 12,000 ‘
Z - Rs. 6,000
b) Salaries to Partners:
X - Rs. 1,00,000
Y - Rs. 1,10,000

Calculate the income of the firm.

Section C — (Marks : 3 x 15 = 45)
Answer any three questions.
Question No. 18 (Case Study) is Compulsory.

From the following information furnished by Mr. Hariprasad, compute the capital gains for

the A. Y. 2018-19:

Particulars Residential Jewellery Non-listed
House Shares
Cost of acquisition 8,00,000 10,00,000 1,30,800
Year of acquisition 1998-99 1988-89 2003-04
Cost of additions 2,00,000 2,00,000 1,13,000
Year of additions 1998-99 1990-91 2004-05
Cost of improvement 1,46,400 70,200 -
Year of improvement 2006-07 2005-06 -
Selling expenses 15,000 - 4,250
Sale proceeds 46,05,400 40,00,000 7,00,000
Year of sale 2017-18 2017-18 2017-18
[P.T.O.
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The fair market value of the house property and Jewellery on 1-04-2001 was Rs. 12,00,000/-
and 14,00,000/- respectively. He purchased a residential house costing Rs. 8,00,000/- on
2-2-2018. The cost inflation index for the financial year was 2001-02 : 100; 2003-04 : 109;
2004-05 : 113; 2005-06 : 117; 2006-07 : 122 and for 2017-18 : 272.

Mr. Nandan Gowda is a member of Parliament gives the following particulars, compute his
taxable income from other sources :

a)
b)
c)
d)
e)
f)
g

h)
i)
i)

Salary received as M.P. Rs. 30,000/- p.m.

Winning from crossword puzzles (net) Rs. 14,000/-

Winning from Karnataka State Lottery (net) Rs. 70,000/-

A credit in his pass book the sources of whichicannot be explained Rs. 1,50,000
Gifts from friend Rs. 45,000/-

Int. on P.O. SB A/c Rs. 2,000/-

Rent received from letting out a building along with plant, machinery and furniture
Rs. 50,000/- '

Expenses on composite letting allowed:
Depreciation on furniture Rs. 1,200
Insurance on machinery Rs. 1,000
Repairs to building Rs. 4,000
Royalty for writing an article in journal Rs. 42,000/-
Rs. 50,000/- 10% debentures of Shreeranga Construction Co. Ltd.

Rs. 9,000/- received as interest on tax free debentures of a Company (unlisted).

From the following particulars of income and losses of Mr. Shashank for the assessment year
2018-19, compute his gross total income.

Long-term capital gains Rs. 1,50,000/-
Short-term capital gains Rs. 1,00,000/-
Income from cloth business Rs. 4,60,000/-
Profit from speculative business Rs. 50,000/-
Interest on debentures (gross) Rs. 1,50,000/-
Income from house property-I Rs. 1,10,000/-
Loss from house property-II Rs. 30,000/-
Winning from lotteries (gross) Rs. 40,000/-
Income from owning and maintaining of race horses Rs. 20,000/-
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The carried forward losses from the A\Y. 2017-18 are as follows:

Loss from cloth business Rs. 2,20,000/-
Loss from speculation business Rs. 80,000/-
Short-term capital loss Rs. 80,000/-
Long-term capital loss Rs. 70,000/-

Loss from owning and maintaining race horses Rs. 10,000/

Mr. Ravi's gross total income for the previous year 2017-18 is Rs. 48,00,000/- He made the
following donations:

a) Rajiv Gandhi Foundation Rs. 50,000/-

b) Prime Minister's Drought Relief Fund Rs. 1,00,000/-

¢) National Foundation for communal harmony Rs. 25,000/-

d) Prime Minister's National Relief Fund Rs. 25,000/-

e) Prime Minister's Armenia Earthquake Relief Fund Rs. 25,000/-

f) Andhra Pradesh Chief Minister's Cyclone Relief Fund Rs. 25,000/
g) National Defence Fund Rs. 1,00,000/-

h) National Children's Fund Rs. 50,000/

i) Municipal Corporation for opening girls high school Rs. 1,00,000/- (not a national important
school)

j) Repairs and renovation of notified Church Rs. 2,00,000/-
k) Repairs of Taj Mahal Rs. 2,00,000/-
1) Cloths worth Rs. 10,000/- given to poor children.

m) Recognised educational institution Rs. 1,50,000/-

(not a national important)

n) Karnataka State Government for Family Planning purpose Rs. 1,00,000/-

Compute the deduction u/s 80G and total income for the A.Y. 2018-19.

[P.T.O.
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12. X,Y and Z are the equal partners in a firm with Mr. X being non-working partner:

The profit and loss account for the year ended 31-3-2018 is as under:

Rent 60,000 Gross profit 12,15,000
Office expenses 75,000 | Discount 30,000
Salaries 3,00,000 Bad debts recovered 6,000
Sales tax 30,000 (allowed earlier)
Advertisement 45,000 Bank Interest 9,000
Charity and donations 15,000 |
Bad debts reserves 30,009 ‘
Bad debts 45,000
Sundry expenses 60,000
Depreciation 75,000
Interest on Capital :

X - 1,50,000

Y - 90,000

Z - 60,000 3,00,000
Commission

X - 45,000 90,000

Y - 30,000

Z - 15,000
Net profit 1,35,000

12,60,000 12,60,000]

Other Information.: -
a) Salaries include partners salaries Y Rs. 45,000/- and Z Rs. 30,000
b) Bad debt admissible by I.T. Dept. is Rs. 37,500.
¢) Furniture purchased by X for personal use Rs. 30,000/- included in sundry expenses.
d) Donation to local unauthorised institution is not allowed.
e) Capitals of Partners: X-Rs. 6,00,000/- Y Rs. 3,60,000/- and Z Rs. 2,40,000/-

Compute the total income of the firm for the A.Y. 2018-19.

il
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13. Case study: (Compulsory)

Mr. Surychandra is a resident assessee; gives the following details of his income for the previous
year 2017-18 :

Rs.

a) Income from salary (computed) 6,50,000
b) Loss from self-occupied house property 30,000
c¢) Capital gains 3,00,000
d) His income from other sources:

i) Interest on 10% tax free debentures of XYZ Company Ltd. 9,000

ii) Fixed deposit interest @ 15% p.a. from Bank on 2,00,000

iii) Royalty from mining 80,000

(Expenses relating to mining Rs. 20,000)
Other details:
a) Contribution to RPF 36,000
b) LIC Premium on his wife life 12,000
¢) Income from mutual fund 2,000
d) Repayment of housing loan (Principal) 10,000
e) Medical Insurance premium 4,000
f) Donation to P.M's National Relief Fund 5,000
Questions:
i) Can the assessee reduce further taxable income?
ii) If yes, state the amount of investment in tax savings scheme u/s 80c.
iii) Compute the total income considering the above for the A.Y. 2018-19.
[P.T.O.
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[P.T.O.
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