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

Date : 29-5-2009
Time: 9.00 a.m. to 12.00 noon Max. Marks: 80

PART - A

(Answer any two questions. Each carries 20 marks)

1. Smt. Padma is the General Manager of Info-Tech Ltd. India. She furnished the
following particulars of Income for the year ended 31-03-2008.

a) Net salary Rs. 2,50,000 after deduction of professional tax Rs. 2,400,
contribution to RPF Rs. 35,000 and Life Insurance Premium Rs. 16,000.

b) D.A. Rs. 6,000 p.m. (under terms of employment)
¢) City Compensatory Allowance Rs. 1,000 p.m.

d) House Rent Allowance Rs. 1,500 p.m. She paid Rs. 3,000 p.m. as rent for
the house occupied by her.

e) Bonus Rs. 10,000

f) Childrens education allowance 400 p.m. (for two childrens)
g) Medical allowance 1,000 p.m. (Amount spent Rs. 7,000)

h) Conveyance allowance Rs. 200 p.m. She spent Rs. 150 p.m.

i) She proceeded on leave to Darjiling. She stayed in the guest house of the

company and saved Rs. 10,000 on account of accommodation.

J) Her obligations towards :
1) Gas, electricity and water bills Rs. 8,000 and
2) Annual subscription of club’s Rs. 10,000 were paid by the company.

P.T.O.



k) Employer’s contribution to RPF was Rs. 30,000 and interest credited to this
fund @14% amounted to Rs. 14,000.

1) She purchased NSC for Rs. 50,000 and deposited in PPF Rs. 20,000.
m) Company has paid Income Tax of Rs. 20,000 on behalf of the assessee.

Compute from salary and also deduction U/S 80 C for the Assessment Year
2008-09 by giving notes wherever necessary.

. From the following profit and loss account of Smt. Rajeswari for the year ended

31-3-2008, compute her taxable income from business and her gross total income
for the A.Y. 2008-09.

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

Rs. Rs.
Rent 24,000  Gross profit 2,28,000
Salary to staff 90,000 Dividends:
General charges 8,000 Indian company 12,000
Interest on loan Foreign company 8,000
to purchase machinery 4,000 Rent 36,000
Proprietor’s salary 15,000 Profit from smuggling 10,000
Bad debts 1,300 Profit on sale of machinery 5,000
Reserve for bad debts 2,800 Interest on bank deposits 2,000
Reserve for sales tax 6,000 Discount 1,800
Income tax 12,000 Refund of income tax 4,200
Interest on capital 2,000

Municipal tax 1,200



L.I. Premium 3,600

Donation 15,000
Entertainment expenses 10,000
Legal charges 8,000
Net profit 1,04,100
3,07,000 3,07,000

Additional Informations :

1)
2)

3)
4)

5)
6)
7)

. a)
b)

Salary includes watchmen salary employed at home Rs. 10,000

General charges includes Rs. 1,000 for distribution of gifts on the daughters
birthday.

/> of rent is for residence used for pvt. purpose.

Donation includes Rs. 8,000 given to trade Association Rs. 7,000 to approved
educational institutions.

Allowed depreciation 12,000
The assesse paid Rs. 30,000 to seller in cash.

Profit on sale of machinery is short-term capital gain.

Give the meaning of less tax and tax free securities.

Sri Kamath, a social worker submits the details of his income for the P.Y. 2007-08:
1) Family pension received at Rs. 1,000 p.m.

2) Amount received for delivering lecture’s Rs. 2,000

3) Royalty received for publishing book Rs. 30,000. He paid Rs. 3,000 to clerk
and Rs. 5,000 to printing work for publishing the book.

4) Rent received for lifting of machinery Rs. 15,000. Repair charges amounted
to Rs. 1,200.

5) Interest received on Fixed Deposits in Bank 6,000.



6) Rent from agricultural land letout for brick making Rs. 12,000.
7) Int. received on P.O.S.B. A/c. Rs. 12,000.
8) Remuneration received for T.V. talk Rs. 1,000.

Compute taxable income for the A.Y. 2008-09.

4. Briefly explain Income Tax provision on the following:
a) Sec. 80 C
b) Sec. 80 D
¢) Sec. 80 DD and
d) Sec. 80 U.

PART - B
(Answer any two questions. Each carries 10 marks)

5. From the following details of Sri Umapathy, compute his Taxable Income from
house property for the A.Y. 08-09.

House - 1 Hours - 11

House Used Letout for Residence Self Occupied
Municipal value 80,000 1,20,000
Fair rental value 70,000 -
Standard rent 65,000 -
Actual rent 6,500 p.m. -
Municipal tax paid :

By tenant 4,000 -

By owner 4,000 12,000
Repair and Insurance 5,600 8,600
Interest on house finance 15,400 9,500
Vacancy period 2 months -

6. Briefly explain income tax provisions regarding provident funds.



7.

8.

Mr. Ajay Kumar sold the following properties during the year 2007-08 as under :

a) Jewellary costing Rs. 90,000 (aquired in June 2004) was sold for Rs. 1,20,000
in May 2007.

b) House at Bangalore : letout for residence. It was inherited by him in 1964.
Sale price on 31-10-07 Rs. 10,50,000. Fair Mkt. value on 1-4-81 Rs. 1,00,000.
Cost of improvement during 89-90 Rs. 30,000. Expenses of transfer
Rs. 35,000.

c) Self cultivated land within the municipal limits was compulsorily aquired by
the Govt. Under law for Rs. 5,00,000 on 1-1-08 and its cost in 82-83 was
Rs. 65,400.

Compute taxable Capital Gains.

(Cost of Inflation Index : 81-82 — 100 ; 82-83 — 109; 89-90 — 172; 04-05 — 480 ;
and 07-08 — 551.)

How do you determine the residential states of an individual ?

PART - C

(Answer any four questions. Each carries S marks)

9.

10.

I1.

12.

Write a note on 80 G.
Discuss I.T. provision on Sec. 80 E.
Write a note on Bond-washing transactions.

Compute taxable income of Sri Prashant for the A.Y. 08-09. When he is Resident,
Not Ordinary Resident and Non-Resident.

a) Income from house property in Sri Lanka Rs. 15,000.

b) Income earned in Bangladesh and received in India from business Rs. 10,000.
¢) Agricultural Income in China Rs. 15,000.
d) Income from business in Singapore controlled from India Rs. 20,000.

e) Income from land in urban area in India Rs. 60,000.



13. Compute Taxable income from the following of Sri Kamal Hassan for the A.Y.
2008-09.

1) Profit from Gold speculation Rs. 15,000
2) Loss from Silver speculation Rs. 6,000
3) Profit on sale of securities Rs. 20,000

4) Loss on sale of debentures Rs. 5,000

5) Loss from cloth business Rs. 8,000

6) Profit on general business Rs. 50,000

14. Mention any 5 fully tax free perquisits.
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