III Year B.Com. Examination, May/June 2009
(RSS)
INCOME TAX LAW AND PRACTICE

Date : 29-5-2009
Time : 9.00 a.m. to 12.00 Noon Max. Marks : 90

PART - A
Answer any three questions. Each carries 15 marks :
1. Mr. Gopal is a manager of Lotus Co. Ltd. Bangalore. He gives the following
information for the P.Y. 2007-2008.
1) Basic salary 14,500 p.m.
2) D.A.@ Rs. 4,250 p.m. (Given under terms of employment)
3) CCA @ Rs. 1,250 p.m.
4) Bonus equals to two months salary.
5) Helper allowance Rs. 1,500 p.m. (Amount spent Rs. 1,000 p.m.)

6) He has been provided with rent free furnished accommodation owned by the
Co. The value of furniture there in Rs. 75,000.

7) The company provided him a motor car of 1.4 Its. along with driver. Car is
used for both purposes.

8) He contributes 15% of his salary to RPF and company an equal amount.
Interest credited to this fund @ 14% p.a. amounts to Rs. 11,200.

9) The Co. provides him a sweeper and watchmen @ Rs. 700 and Rs. 800 p.m.
respectively.

10) The Co. paid Rs. 20,000 on treatment of his child in a hospital (pvt.)

11) The Co. provided his supply of gas and electricity and paid Rs. 12,450 for
this purpose.

12) The Co. gives him Rs. 2,00,000 on ‘interest free loan’ to construct house.
The normal lending rate of SBM is 8% p.a.

13) During the year he paid professional tax @ Rs. 500 p.m. Compute taxable
salary income for the A.Y. 2008-09.

P.T.O.



2. From the following particulars of Mr. Prashanth, compute Business Income for
the A.Y. 2008-09.

P and L A/c for the year ended 31-3-2008

Salary to staff

Salary to proprietor
Rent

Legal charges

House hold expenses
Trade expenses

Car expenses

Discount allowed

Bad debts

RBD

Int. on bank loan

Int. on capital

Fire Insurance premium
Life Insurance premium
Depreciation

Donations
Subscriptions to NSC
Sales Tax paid

Income Tax paid

Net profit

Rs.

36,000 By Gross profit b/d

15,000
24,000
2,500
20,000
12,000
18,000
6,000
2,000
3,000
7,500
5,000
3,000
10,000
15,000
5,000
5,000
12,500
9,000
69,000
2,79,500

Rs.
2,07,500
Int. on POSB 3,000
Commission and Discount 7,500

Share of Income from

the firm 24,000

Bad debts recovered

(Allowed earlier) 1,500

Agriculture income 36,000
2,79,500



Additional Informations :

1) Business is carried on in a rented premises. Half of the premises is used for
residential purpose.

2) 1/3'4 of car expenses is for personal use.

3) Legal expenses are in connection with trade mark.

4) Allowed depreciation is Rs. 12,000.

. Mr. Prajwal furnishes the following particulars of his income for the
P.Y. 2007-08.

1) Income from salaries Rs. 2,00,000 from Sagar Ltd.

2) Income from cloth business Rs. 73,000 and share of profit from a firm
Rs. 8,000.

3) He owns two houses their taxable income is Rs. 24,000.
4) Long-term capital gain on sale of investments Rs. 50,000.
5) Interest and dividend incomes :
Interest on bank deposits (Gross) 15,600
Dividends from shares of domestic company Rs. 4,500
6) Donations Rs. 5,000 to National Children’s Fund.
7) He spent Rs. 25,000 for medical treatment of handicapped dependent.
8) He deposited Rs. 20,000 to his PPF A/C.
Compute Tax liability for the A.Y. 2008-09.
. Dr. Prakash owns the following four houses and which he claims to be self

occupied. You are required to compute his income from house property for the
year ending 31-3-08.

The first house whose Municipal value is Rs. 1,25,000 and in which he resides

with his family.



Second house, the Municipal value is Rs. 2,80,000 is in the occupations of his
three son’s studying in University.

Third house whose Municipal value is 1,50,000 is occupied by his Uncle,

dependent on him.

Fourth house is valued at Rs. 1,42,000 but is laying un used though occupied
for his residential purpose.

His Income from all other sources Rs. 2,40,000, local taxes in all cases amounts
to 10% of Municipal value. Expenses paid during the year :

House I House II House III House IV
Local Taxes Paid Paid Paid due
Repairs Nil 20,000 Nil 10,000
Interest on loan taken for

construction (loan taken

prior to 1-4-99) 1,20,000 1,10,000 Nil Nil
Ground Rent 1,000 Nil Nil 1,500
Taxes by state Govt. Nil 2,000 1,000 Nil

Expenses due :
Ground Rent 1,000 Nil Nil 1,500
Int. on loan for construction Nil Nil 15,000 Nil

. What is Residence of Assessee ? Explain the conditions for determination of

residence of an individual.



PART - B

Answer any three questions. Each carries 10 marks :

6.

7.

What do you mean by a perquisite ? List out any 10 tax-free perquisites.

Give a list of savings and investments which are eligible for deduction
U/S 80 C.

. What are the provisions of Income Tax Act relating to set-off and carry forward

of the following losses
a) Loss from house property

b) Speculation loss

Mr. Akash furnishes following particulars :

a) Interest on Bank Deposits @ 6.75% on Rs. 2,00,000
b) Dividends from BPL India Ltd. Rs. 7,200

¢) Dividends from cooperative society Rs. 3,100

d) Interest on listed debentures (Net) Rs. 8,980

e) Interest on non-listed securities (Net) Rs. 11,940

f) Karnataka state lottery income received (Net) Rs. 17,350
g) Income from units of mutual fund Rs. 5,000

The following expenses incurred by him

1) Dividend collection charges Rs. 150

2) Cost of lottery ticket purchased Rs. 100

3) Interest on loan taken to purchase securities Rs. 2,000

Compute income from other sources for the A.Y. 2008-09.



10. Mr. Ajay sold some of his property during the year 2007-08 as under :

a) Jewellary costing Rs. 80,000 (acquired in June 2004) was sold for
Rs. 1,00,000 in May 2007.

b) House at Kolkata, let out for residence. It was inherited by him in 1964. Sale
price on 31-10-07 Rs. 6,50,000. Fair market value on 1-4-81 Rs. 1,00,000.
Cost of improvement made during 89-90 Rs. 25,000. Expenses of transfer
Rs. 25,000.

c) Self cultivated land within the municipal limits was compulsorily acquired
by the Govt. under law for Rs. 4,00,000 on 1-1-08 and its cost in 82-83 was
Rs. 65,400. Compute his taxable capital gain. Cost inflation indices are
81-82-100, 82-83-109, 89-90-172, 04-05-480 and 07-08-551.

PART - C
Answer any 3 questions. Each carries 5 marks :
11. What do you mean by previous year and assessment year ?
12. Write a note on deduction U/S 80 G.
13. Write a note on ‘person’ under Income Tax Act.
14. State income tax provisions for unrecognized Provident Fund.

15. Compute the taxable income of Mr. Mohandas from the following particulars
for the A.Y. 2008-09, if he is a

1) Resident
2) Not ordinary resident and

3) Non-resident
a) Profit from hotel business in Singapore Rs. 75,000
b) Salary received in India for services rendered in Germany Rs. 60,000
¢) Income earned in Dubai, received in India Rs. 50,000
d) Income from sale of a house situated in India Rs. 54,000

e) Income from agricultural land in Sri Lanka Rs. 90,000
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