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INCOME  TAX  LAW AND  PRACTICE

Time : 3 Hours Max. Marks : 90

PART – A

 Answer any three questions. Each question carries 15 marks. (3×15=45)

1. Mr. Poornachandra is a Manager of Abhi Co., Ltd., Bangalore. He furnished the
following particulars of income for the year ended 31st March 2009.
a) Basic salary Rs. 18,300 p.m.
b) Dearness allowance at 70% of the basic salary.
c) Bonus equals to two months basic salary.
d) C.C.A. Rs. 1,250 p.m.
e) He has been provided rent free furnished accommodation owned by the Co.,

The value of furniture therein Rs. 80,000.
f) He contributes 12% of his basic salary and D.A. to R.P.F. A/c. The Co.,

contributes an equal amount. Interest credited to the above R.P.F. A/c at
10% p.a. Rs. 20,000.

g) Children education allowance Rs. 400 p.m. (For two children at Rs. 200 p.m.
per child)

h) Medical allowance Rs. 1,500 p.m.
i) The company has paid income tax of Rs. 10,000 and LIC premium on his

life Rs. 12,000.
j) He purchased NSC for Rs. 25,000 and deposited Rs. 10,000 in P.P.F. A/c.

Compute his taxable salary income for the assessment year 2009-10.

2. From the following Profit and Loss Account of Mr. Nagendra for the year ended
31st March 2009, compute his taxable income from business  for the assessment
year 2009-10.

P/L A/c for the Year ended 31-03-2009
To Rent 25,000 By Gross Profit 2,30,000
” General charges 8,000 ” Interest on POSB A/c 3,000
” Salary to staff 40,000 ” Commission and Discount 7,500
” Proprietor’s Salary 10,000 ” Bad debts recovered
” Household expenses 15,000 (Previously allowed) 2,000
” Car expenses 18,000 ” Profit on sale of machinery 6,000
” Bad debts 1,500 ” Winning from
” Reserve for Bad debts 2,500 lotteries (gross) 7,000

P.T.O.



” Interest on bank loan 7,500
” Life Insurance Premium 10,000
” Depreciation 15,000
” Donation to University 12,000
” Sales Tax 10,000
” Entertainment expenses 6,000
” Audit fees 3,000
” Income tax 3,500
” Net Profit 68,500

2,55,500 2,55,500

Additional Information :
a) Business is carried on in a rented premises. Half of the premises is used for

residential purpose.
b) General charges includes Rs. 1,000 for distribution of gifts on the occasion

of his daughter’s birthday.
c) 3

1 rd of car expenses relates to personal use.
d) Profit on sale of machinery is a short term capital gain.
e) Depreciation allowable as per I.T. Rules Rs. 12,000.

3. The following particulars are furnished by Mr. Krishna Kumar for the year ending
31-3-2009.
a) Income from salary Rs. 3,75,000.
b) He owns two houses. Their taxable income is Rs. 25,000.
c) Long term capital gains Rs. 50,000.
d) Short term capital gains Rs. 55,000.
e) Interest on Govt. securities Rs. 10,000.
f) Short term capital loss Rs. 15,000.
g) Collection charges on Govt. Securities Rs. 100.
h) Income from cloth business Rs. 70,000 and share of profit from a firm

Rs. 5,000.
i) Dividends from Indian companies Rs. 5,000.
j) Amount withdrawn from public provident fund Rs. 50,000.

k) Donation to National Children’s Fund Rs. 5,000.
l) L.I.C. premium (Sum assured Rs. 2,00,000) Rs. 30,000.

  m) Contribution to URPF Rs. 7,000.
    Compute his total income and tax liability for the assessement year 2009-10.

4. a) How do you determine the residential status of an individual under I.T. Act ?
b) State any ten items of income exempted under Sec. 10.

5. Discuss briefly the provisions of Income Tax Act relating to :
a) Section 80 C b) Section 80 D
c) Section 80 DD and d) Section 80 E



PART – B

  Answer any three questions. Each question carries 10 marks. (3×10=30)

6. What is the meaning of allowance ? What are the various types of allowances ?
Mention fully taxable allowances.

7. State the provisions of Income Tax Act 1961, regarding various provident funds.

8. Mr. Manu owns the following two house properties in Banglaore.
   House-I    House-I

i) House used Letout for Self Occupied
residence  (Rs.)
   (Rs.)

ii) Municipal value 85,000 1,20,000
iii) Fair Rental value 65,000 –
iv) Standard rent 61,000 –
v) Actual rent Rs.  6,000 p.m.  –

vi) Municipal tax paid   8,000 12,000
vii) Repairs and insurance   5,000 8,500

viii) Interest on housing finance 15,600  9,500
ix) Vacancy period 2 months  –

You are required to compute his income from house property for the assessment
year 2009-10.

9. Compute the taxable income from other sources of Mr. Akshay for the assessment
year 2009-10 from the following information :
a) Interest on debentures of listed Co., Rs. 9,000.
b) Received Rs. 12,000 at Rs. 1,000 p.m. as family pension from the central

Govt.
c) Interest on debentures of not listed Co., Rs. 11,900.
d) Interest received on fixed deposit Rs. 6,000.
e) Received Rs. 2,000 for delivering lectures about “Natural Farming”.
f) Cash received on the occasion of marriage Rs. 45,000.
g) Received Rs. 5,700 as rent from agricultural land letout for brick-making.
h) Examination remuneration Rs. 4,000.
i) Karnataka state lottery income received (net) Rs. 17,300.

10. Indian citizen, Mr. Suresh has the following incomes for the financial year 2008-09.
a) Income from salary received in foreign country for the services rendered in

Bangalore Rs. 90,000.
b) Income from house property situated in New York Rs. 80,000.
c) Agricultural income from land situated in Sri Lanka Rs. 20,000.



d) Agricultural income in Mysore Rs. 10,000.
e) Dividend payable by an Indian company outside India Rs. 15,000.
f) Profit from business in Bangalore controlled from London Rs. 1,50,000.
g) Gift received from a relative in foreign currency Rs. 10,000.
h) Income from long term capital gain in India Rs. 20,000.
i) Interest earned and received in England, from Bank deposits Rs. 15,000.
j) Past untaxed foreign income bought into India Rs. 20,000.

Compute his total income for the A.Y. 2009-10 if he is

i) Resident ii) Not ordinarily resident iii) Non-resident.

PART – C

Answer any three questions. Each question carries  5 marks.  (3×5=15)

11. Who is an assessee ?

12. State any ten tax free perquisites.

13. Write a note on Bond washing transaction.

14. Mr. Raghunathan provides the following data regarding his transaction for the
sale of his residential house for assessment year 2009-10.

Rs.
House purchased in 1984-85 2,50,000
Sold in Nov. 2008 19,50,000
Brokerage paid on sale 30,000
Purchased another house in Sept. 2008 8,00,000
Deposited in the Capital Gain Account
Scheme, 1988 in Jan. 2009 9,00,000
The cost-inflation index is as under :
     1984-85       125
     2008-09     582
Compute the amount of capital gain to be included in the total income for the
assessment year 2009-10.

15. From the following particulars of Mr. Rahul, compute the taxable HRA for the
A.Y. 2009-10.
a) Basic salary Rs. 2,50,000 and D.A. Rs. 1,50,000.
b) 10% commission on sales of Rs. 60,000 in 2008-09.
c) HRA received during the P.Y 2008-09. Rs. 2,000 p.m.
d) Rent paid by the assessee Rs. 3,000 p.m. at Bangalore.
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1. ������� !"����
	���	�����#�������$������%�&������
	���'��	�()����*��+�,����	�-��.	������	���31����"/!
2009��0�����*����������1�!��0������2�3����������	�����4����$56	�����	��
a7 ���
8���5��4��9�������  	�
��18,300.
b) ���:;�<���*����
8���5��4������5��70�	�1��;��
c) &�
54�+/��=	�>���9��������������
8���5��4���0�+�����
d) 4���	�����?�	��<���*�9�������	�
��1,250.
e) ������������$������4���@>���4���()	�����&�6���	�A���&�B�&�������C5D�
5����	� �	��������4���4���
@��-�����3�C5D�
5����	� �������EF8*����	�
��80,000 3-	��������

f) ���	��� �����2����
8��5��4���������� ���:;<���*�����5��>�� 12	�1�;4�����G��H���<��1�*� $G������9����-
$5>�����	��� �����$����+�?�����	�����9����� +����4����?� ��4�����G��H���<��1�*�$G���$5>���������I
���5(4���G��H���<��1�*�$G�����5�10	�����J��������K6L�	�
��20,000.

g) �����0���M��N �<���*�	�
��400���
9�9��������O	�
��200���
9����������%���
9�9�������'KP	��������0���7
h) ���6��B/�<���*�	�
��1,500���
9�9�������
i) �����$�����������	�4��  ��	���-�3�����������	�
� 10,000������������	��Q5��������5B������
��(�����������	�
��12,000���
:;���

j7 ���	���R�5S����	�TU5��������������
�������EF8*�	�
��25,000���������+���!J$���<��1�*
$G����V���������6	�����J����	�
��10,000.

2009-104�5���������1�!��0�3��	��������?���������5��4����3������4�������>��A6W���

2. ����4���5���
	���	�%�314�5����"/!�2009	����1�!���*���B�<�X4�1�;�V�����4����$5>�B�-���
2009-104�5���������1�!��0����	����*��?�	����3������4����B���0�?�Y�

��
�������������  31-03-2009�����	������� ��!
&�6�� 25,000 +�
,8�B�<� 2,30,000
+����4�*�R"��!����� 8,000 POSB V���������5B��K6L 3,000
�KP�S���5���4� 40,000 ��B�)�������������W�9 7,500
���(5��	����5��4� 10,000 ��	�>���+�8���>�S���.
���4��R"��!����� 15,000 (���������W�9�$56��) 2,000
���4��R"��! 18,000 �����
������	�ZS����B�<� 6,000
��	�>���+�8 1,500 B�Z��K?�����4� (+�
,8) 7,000
��	�>���+�8��0���5+�8� 2,500
&�*�Y4��+�8������5B��K6L 7,500
Q5�������������� 10,000
+������ 15,000
���[���*8����0���4� 12,000



���	�Z������ 10,000
���4�	��J4��R"��! 6,000
B���0������
5\�4�����80 3,000
3���������� 3,500
$��[���B�<� 68,500

2,55,500 2,55,500
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a) �������	�	���&�6��� ���4���()� ��*��?�	�� 4�>�+��9����.%� ���4�����\�!�<�����4���� �����2� ��+���0
���̂ 
5-�	�����	��

b) +����4�*�R"��!����()���������?��Z�;�?�KP���+�����<�!��()�?��_����>����
	������
����	�
��1,000
+�5�+�8`Z;���

c) ���4��R_!4��� 3
1 4�5�<���������a��Y����K�������+��K�G����

d) �����
������	�ZS����K����B�<���B�`��G�K�>������B�<��
e) 3�������������4�
$4���4�[���$5>�&�5�����+�������	�
��12,000.

3.  ������H1�b�������	/	���	����31X03X2009 ��0�����*����������1�!��0���I��������>�����	������4������$56	�����	��
a) +��K��S����K����3�����	�
. 3,75,000.
b) ���	���=	�>������4�����4����?�
�S��.	�������	����������@����Z;�3�����	�
��25,000.
c) S5c�!��G�K�>��������������3�����	�
��50,000.
d) �B�`��G�K�>��������������3�����	�
��55,000.
e) +���!��<���
�������
��������5(4��K6L�	�
�10,000.
f) �B�`��G�K�>������4�1�;�	�
��15%000�
g) +���!��<���
�������
��������5(4��K6L����+�
(���"�d��	�
��100�
h) Ke�;���*��	�S����K����3�����	�
���70%000����������+��+�,���3����S����K������8��	�
��5%000�
 i) <�	�95��������$�������K����B�<�����	�
��5%000�
 j) +���!J$���<��1�*�$GW�������>������
�>����
����	�
��50%000�
k) 	�TU5��������0���$G�����
Z;���4��	�
��5,000.
 l) Q5��������C
5������O��(������
����	�
��2%00%000)�	�
��30%000�

������ m) �4�G��H���<��1�*$G������9���	�
��7%000�
2009X104�5���������1�!��0����	��@Z�;�3�������������������?�
f��������4�������>���A6W���

4. a) 3�������������^�.���
��	��@KP���*Y������+�+�,4���4����?�5������>��A6��B�����������g

b) +���10	����
��	���������4�W�9�?�
�S	��������������	�
�?������3��������4����K	�W���

5. ����-4����������+��K�\���Z;����3�������������4�
$4��$���������4����+��YN�����-�"�_!��]
a7 ���"�h5����80�C b7����"�h5��� 80�D
c7 ���"�h5����80�DD�������� d7����"�h5����80 E




������&

���������	�
�	���������
�������������������������
�������'����������������� (3×10=30)
6. i<���*�j�=�K���	���k�!��54���g���\���59���<���*���������������g����� !���������@����>�����<���*����4����?�+����
7. ��\���59���<��1�*�$G������+��K�\���Z;���%�3�������������4�
4���1961	��$���������4����9���
8. �������4��	���	���I�����-4��=	�>������4��3������4����&������
�4�()�?�
�S��.	��

        	���� – I         ������������	���� – II
i) ���4���4�������̂ 
5-�	�������� &�6����	�	�� +�[������+���0

���+�8�
  (���.)    (���()

ii) 4���	��+�<����EF8* 85,000 1,20,000
iii) 4�*�������&�6���?� �����EF8* 65,000 –
iv) M1�;&�6�� 61,000 –
v) $J�����&�6���OI-	����) 6,000 (��
9�9������7

vi) 4���	�+�<����������
:;	�������� 8,000 12,000
vii) ���5�������������� 5,000 8,500

viii) ���4������$���! ��0-���>����?� ������5(4��K6L 15,600 9,500
ix) V�(W���.����G 2 9������
2009 X104�5���������1�!��0����	�����4��3���3������4����B���0"�	��?�Y�

9. I�����-4�����	���������������N�E/	���	��'��	�����
8�������K	�����3������4���� 2009X104�5������
��1�!��0����>���A6W���
a) ��:;���+�5�	����������$���+�8����
��������5(4��K6L�	�
��9%000�
b) ���?���4��	�
�� 1,000 �����%� 	�
�� 12%000� ���Z��K�$��H9�� ��5��4���4���� ��5���
� +���!	�S���
��>�S	�����	��

c) ��:;���+�5�8)��������$���+�8����
��������5(4��K6L�	�
��11%900�
d) $Md������G���D�5��l������5B���[5�������K6L�	�
��6%000�
e) ii+�[<�������HTjj����K��m�$56������4�*+������-�	�
��2,000���>�S	�����	��
f) �����������+�����<�!��()���>����4�������?� �	�
��45%000�
g) ':;������>�8����*��+������<�
����4�����&�6�����$56��.��0-���>����&�6���	�
��5%700�
h) ���5��N�����!���+��<���4��	�
��4%000.
i) ��4�!Z���	�J*���B�Z��3������4������>�S	���������O$��[��)�	�
��17%300�

10� <�	�95���4����5��	��������+��	�5�/	���	���2008X094�5�3���������1�!��()�?�
�S	�����3������
���	�������I��59�'���
a) &������
�4�()�+�()����+�5����-����5����()��[5���������5��4�����
8���3�����	�
��90%000�
b) 4�
*���/!4�()�	��������4�W�����K����3�����	�
��80%000�
c) M
58�����()	�����<�
��W�����K������HT�3�����	�
��20%000�
d) ���*+�
�4�()���>������HT�3�����	�
��10%000�



�e) <�	�95��������$^
�������%����5����()�K	�&�5�����B�<�����	�
��15%000�
f) 8�>�4/$����$���9
+�8`Z;��&������
�4�()	�������*��	�S����K����B�<��	�
��1%50%000�
g) +��K�G��������>����
	���-�K�������5M5���	�$n�	�
��10%000�
h) <�	�����()��[5�������S5c�!��G�K�>��������������B�<��	�
��20%000�
i) '���)�64�()�����������������[5�������&�*�Y4��D�5��l���������5(4��K6L�	�
��15%000�
j) <�	�����0����S	�����A�S4����1�!�����������@����>�������5M5�3�����	�
��20%000�
2009X104�5���������1�!��0�+��K�\���Z;��������+��	�5�/	���	��
 i) +����4�*�$�����-��.	��
ii) +����4�*�$�����-8)S��.	�

iii) �$�����-��..	�%����	��@Z�;�3������4����B���0�?�Y�

������)

���������	�
�	���������
�������������������������
������5 ���������� (3×5=15)
11� �������	��=���	����	���g
12. ���������	�
�?��������������������+���8��������4����?�+����
13. &��>/���T��/���*��?�	����K��m�:��̀l�K	�W���

14. ����	�o�4�k�4/	���	���2009X104�5���������1�!��()����4�����+�������4���4��������	�����K��m�I�����-4�
���	�����4������
:;	�����	��

���(
���4���4������
�6���.� 1984-85	�() 2,50,000
���	�Z����6���.�4����K	/�2008 	�() 19,50,000
���	�Z������5B����B�)��$56���. 30,000
&�5	�
��������4���4������
�6���.�+���;�K	/ 2008	�() 8,00,000
K�>������3�����V����^
5J4�%�1988	�()
J4�����2009 	������D�5��l����6���?� 9,00,000
��"�d�?� ���KP	��+�
"�*�������I�����-4��9���]

1984-85 125
2008-09 582

2009-10 4�5���������1�!��()�@Z�;�3������()�+�5���
��pK?�������K�>������3���������
�����4���
���>���A6W���

15. ����	�?��B/	���	��I�����-4�����	����������������@����>��������4�&�6���<���*��4�����2009-10�4�5������
��1�!��0����>���A6W���
a7 ���
8���5��4��	�
� 2,50,000������������:;�<���*�	�
�� 1,50,000.
b7 2008-09�4�5���1�!��()����	�Z���	�
��60,000������5(4����B�)(���5��10	�1��;�
c7 2008-094�5���1�!��()����>�������4��&�6���<���*���
9�9�������	�
��2,000.
d7 &������
�4�()��������	�4�����
:;	�����&�6�����
9�9�������	�
� 3,000.

_______________


