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B.Com. (Acc. & Fin.) DEGREE EXAMINATION, NOVEMBER 2015.
III YEAR — V SEMESTER

Major Paper  XV — INCOME TAX LAW AND PRACTICE-I
Time : 3 hours
    


Max. Marks : 75

SECTION A — (10 × 2 = 20 marks)

Answer any TEN questions.
1. Who is an ‘Assessee’?
2. What is ‘Gross total income’?
3. Mr. Robin, an Indian citizen got a job in Malaysia. He left for Malaysia on 1st, September 2014.  He never left India earlier. What is his residential status for the previous year 2014-15? 

4. Calculate the  total income of Mr. David assuming that he is  not ordinary resident :

(a)
Royalty from the Government of India
 
              1,00,000

(b)
Dividend from an Indian company but received in UK
18,000


5. Mr. Hithesh is a salaried employee working in Mumbai for the past 25 years. During the previous year he receives `12,500 p.m. as salary and ` 8000 p.m. as DA( ` 5,000 p.m. does not enter into service benefits). He was given an HRA of [image: image1.png]


 8000 p.m. He resides in his own house. Compute the amount of exempted HRA.

6. Mr James was appointed as manager of a Private Ltd. Co. on 1-1-2012 in the grade of 
` 17400 – 300 – 25000 at a basic pay of ` 17,400 p.m. Compute his salary income for the PY 2014-15 if (a) Salary is due on 1st of every month  

7.  Calculate Gross Annual Value from following information :

	
	                House  - A

	MRV
	80,000

	FRV
	1,00,000

	Standard Rent
	70,000

	Actual Rent
	1,20,000

	Municipal Taxes
	8,000


8. Mr. X took a loan of ` 4,00,000 on 1-4-2011 at 20% p.a to construct a house. The construction of the house was completed on 1-11-2013. Compute the amount of pre construction interest deductible in computing the IFHP if the house is let out, and the loan is not yet repaid during 2014-15.

9. A trader paid ` 22,250 for advertisement expenses in cash. Compute the inadmissible amount.

10. Compute the value of plant and machinery for calculating depreciation from the following information for the AY 2015-1016.

WDV of plant & machinery as on 1/4/14 is 3,00,000

Additions made on 1/9/2014 is 60,000

Sale of one of the plant and machinery on 1/2/1014 is 40,000

11.  Mr. Ravi Gross Salary is 1,95,000. His savings towards various schemes are as follows:

Contribution to RPF 
       50,000
Contribution to URPF     
3,000

Contribution to Life insurance premium paid 5000

Compute the QA for deduction u/s 80 C.

12. Mr .Vishal informs you that his total income computed under income tax Act is ` 80,000. You are required to calculate his tax liability for the AY 2015-1016.
SECTION B — (5 × 5 = 25 marks)

Answer any FIVE questions.

13. Distinguish between capital receipts and revenue receipts.
14. Mr. Rahul left for U.S.A. along with his family, for the first time, on 14-10-2014. He returned to India on 31-5-2015. Determine his residential status for the Assessment year 2015-2016.
15. Mr. James retired on 08-07-2014 after 32 years of service. He received ` 1,93,500 as leave encashment. His employer allows him 2 months leave for every year of service. 21 months salary has already been encashed by the employee while in service. Calculate the taxable amount of leave encashment if his salary during the calendar year 2014 is ` 6,000 p.m. and during 2013 is 
` 5,875 p.m. and falls due on last day of each month.
16. From the following calculate Income from house property  of Mr. Michael:

MV 
1,25,000 p.a., 
Actual rent 
1,25,000 p.a.,   Municipal Tax  4,000. The owner bears the following expenses: Lift maintenance 7,500, Gardeners salary 2,500, Pump maintenance  4,000.The owners pays 25% of the municipal tax.

17. Compute the taxable business income. 

Net profit as per P/L a/c (after charging the following) ` 1,25,000. 

(a) Sales tax ` 20,000 and Income tax ` 55,000

(b) Bad Debts provisions `3,000

(c) Commission to procure business order `8,000

(d) Interest on capital ` 38,000

(e) Depreciation `4,000 [ But as per income tax rules ` 2,000 only]

18. From the following receipts and payments a/c of Mr. Vikas , a tax consultant , calculate income from profession.
	Receipts
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	Payments
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	To balance
	3,50,000
	By office and admin  exps
	60,000

	To fees from client:

2015 – 2016     1,00,000
2014- 2015          50,000
	        1,50,000
	By salary to staff:

2015-16      40,000
2014-15      30,000
	70,000

	To presents from clients
	   40,000
	By repairs
	  8,000

	To winnings from lotteries
	   28,000
	By interest on loan from business
	12,000

	To rent from let out property
	   75,000
	By income tax
	  6,000

	To share of income from firm
	   12,500
	By purchase of car [ purchased during Jan 2015]
	1,50,000

	
	
	By balance
	3,49,500

	
	6,55,500
	
	6,55,500


19. What is PAN? What is the purpose of PAN?
SECTION C — (2 × 15 =30 marks)

Answer any TWO questions.
20. Explain the incomes exempted from income tax.

21. From the particulars given below, compute salary income of Ms. Ruchi who is working in Tata Pvt Ltd. in Bangalore. [ Population is 12 Lakhs]: 

(a) Basic Salary ` 12,500 p.m
(b) Dearness Allowance ` 7,000 p.m.( enters into pay for service benefits)
(c) CCA `1,000 p.m.

(d) Project Allowance  ` 750 p.m.
(e) Fixed Medical Allowance  ` 250 p.m
(f) Servant Allowance  ` 400 p.m.
(g) Overtime Allowance ` 800 p.m.
(h) Education Allowance ` 600 p.m.
(i) Hostel Allowance ` 550 p.m.
(j) Academic Research Allowance ` 2,000 p.m.[actual amount spent [image: image4.png]


 1,000 p.m.]
(k) Contribution by employer and employee to R.P.F – 12% (each) of salary.
(l) Reimbursement of medical expenses from an approved private hospital ` 12,500
(m) She is provided with a rent free furnished accommodation. FRV of the house  `1,40,000. Cost of furnishing ` 25,000
(n) Free domestic servant [ salary ` 600 p.m. per servant] Two servants are provided.
(o) Free mobile phone worth  ` 8,000 was given as a gift.
(p) ` 2,000,  ` 3,000,  ` 4,000 were paid by the employer towards club bill, hotel bill and LIC premium [ spouse of Ms. Ruchi] . Assume Ms. Ruchi is a Director.

22. From the particulars given below for two self occupied houses advise the owner as to which house he should choose as self-occupied for the AY 2015-16:

	Particulars
	House A
	House B

	
	`
	`

	MRV
	24,000 p.a.
	30,000 p.a.

	Municipal taxes( 50% paid)
	2,000 p.a.
	3,000 p.a.

	Ground rent
	5,00 p.a.
	1,000 p.a.

	Fire Insurance Premium paid
	1,000 p.a.
	2,000 p.a.

	Interest on loan taken to construct the house
	15,000 p.a.
	18,000 p.a.

	Other income
	2,00,000 p.a.
	


23. From the following P & L A/c, calculate income from business.

	
	`
	
	`

	To rent & rates
	45,000
	By gross profit
	2,25,000

	To Dep. on machinery
	8,000
	By income from other sources
	1,50,000

	To Dep. on furniture
	2,000
	By income from capital gain
	1,00,000

	To purchase of motor car
	50,000
	By miscellaneous income
	1,25,000

	To car expenditure
	3,000
	
	

	To advertisement[Cash]
	25,000
	
	

	To net profit
	4,67,000
	
	

	
	6,00,000
	
	6,00,000


(a) Allow ` 5,000 as depreciation on machinery.
(b) 50% of motor car expenses relates to personal use.
(c) Miscellaneous receipt is approved by I.T. authority as business income.
(d) Motor car has no depreciation.
—————————
[P.T.O.]
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