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M. Com. (Final) EXAMINATION, 2020
(Compulsory Group)
Paper Third
INCOME TAX LAW AND TAX PLANNING
Time : Three Hours
Maximum Marks : 100
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g afvard €1 &yl & of W B
Attempt all the five questions. One question from each
Unit is compulsory. All questions carry equal marks.
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Answer the following questions -

(a) Who i
can be a resident but not an ordinary resident :

u_nder the Income Tax Act ?

(b) Explain any five items. which are

total income. not included in

(© Explain “Entertainment Allowance” and “H
ent Allowance” giving provis; ¥ s
Aot 1961 giving provisions of Income Tax

d ; :
(d) Explain the provisions of Income
encashment of earned leave,

T
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Professor Sharma is the owner -of three houses, the
municipal valuations of which are ¥ 50,000, ¥ 75,000 and
Z 96,000 respectively. All the three houses are used by
Prof, Sharma for his own residential purpose. Fair rent of
all houses is generally 20% higher to municipgl valuation.
He had furnished the following information :

(i) Municipal taxes are levied @10% M. V.

(ii) He spent ¥ 4,000 on the repairs of the first house,
Z 10,000 on interior decoration, painting and repairs
of the second house and ¥ 2,500 on the repairs of the
third house.

(iii) A durban, a gardner, a sweeper and an electrician
are employed for each house. ¥ 18,000 per annum
are spent on their salary with regard to each house.

(iv) The fire insurance premium is ¥ 7% of municipal
value. ‘

(v) The first house was inherited by him from his father.
As per will of his father, he was entitled to remit
Z 3200 p. m. to the Ashram of his Gurudev out of
the income of the first house and he has been
remitting this amount regularly.
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€ construction of " ' :
completed in Nove bSecond and third houses was (b) House at Kolkata let out for residential purposes. Its
o mber, 2015 and November, 2016 sale price on 31-10-2018 ¥ 14,00,000. Fair market

3 a.rma borrowed 1,50,000 @ 12% ' value on 1-4-2001 ¥ 3,00,000. Cost of improvement
construction of the house IT. Date e tali'p ; ai for made during 2009-10 ¥ 29,600. Expenses on transfer
: ing loan are T 25,000.

1-8-2014 and date
of Repayment of | :
Compute income fr oan 31-7-2018. (c) Household furniture costing % 14,000 in 2009 was
‘ om House propert
el s sold in March, 2019 for  26,000.
TR—2 - (d) Car was sold on 1-12-2008 for ¥ 45,000 its written

down value on 1-4-2018 was T 38,000.

(UNIT—2)
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(@) amEer ar : 04 was 65,400. ,
IR 80,000 (Gﬁ 'Giﬁ" 2 ; 4 . : . . SR
] , 2016 H uig ﬁv‘(’) Compute his -capital gain. Cost inflation indices
| are 2001-02 : 100, 2003-04 : 109, 2009-10 : 148 and

w3, 2018 § T 1,00,000 & 99 7y |
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Mr. Ajay sold some of p e et %
1-4-2018 to31-3_:):11; ;Sf h;s Property during the year ( k! ::: 3
R ' Giferf T 7 ARG B 2011 H fl) 75,000
(@) Jewellery costi '
osting ¥ 80,000 (which was acquired in TR B A A AT 19,000

June, 2016) was sold for ¥ 1,00,000 in May, 2018
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The following particulars are submitted by Mr. Baghel for

the Assessment year 2019-20. You are required to

compute his Total Income, Gross Tax Liability and Net
Tax Liability : -

(71 DD-2068

JRpar

Income from prgfession . 5,68,000
Income from House propérty (Computed) { 38,000
Agriculture Income ; 15,000
Long-term capital gains » 20,000
Lottery winning from Assam State 50,000
Life Insurance premiufn paid ;

(Policy of ¥ 7 Lakh taken in 2011) 75000
Income from card game 1 M

TPTE—3
(UNIT—3)
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AT | :
Explain the provisions regarding set-off of losses
while computing the total income.
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What are the provisions regarding deduction of tax
at source under the head ‘salaries’ 2 What would be
consequences if tax is not deducted at source ?

(A-8)
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Smt. Joshi (Resident in India, aged 82 years) has
estimated the following taxable income for the ﬁBancial
year 2019-20 :

—
¢
Income from Business 12,00,000
| Long-term capital gain (10th Oct., 2019) 25,000
Interest (gross) on F. D. from a branch of
BI : 26,000
Dividend ‘ 3,000
12,54,0%
m) She will pay Life Insurance Premium 4
on her own life 25.000
(ii) | She will deposit in P. P. F., 70,000
(iii) | Paid to P. M. Relief Fund bycheque | 25000
(iv) | Health insurance premium paid in cash 2,000
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Aefprer ot o 9,000
Qelarela Goft =l 6,000
wHT FHERT A fRrar yrar gan 21,000
STYE wEH TR R WY @) R 3,000
Wwer! gfrfaal = e fer 9,000
$ gfiferdl &t w¥es @ R e ) = 6,000
94 9% WK W Aol 20,000
SATER |lel 98% W BIY ¥ °e gRT €M 6,000
@l o Siig 9 difertt W fiftem R 3,060

The following details have been supplied by Shri Nawal
the Karta of Hindu Undivided Family. You are required to
compute the total income of the family and its tax liability
for the assessment year 2019-20 : »

Deterxpine the amount payable as advance tax on
prescribed dates during financial year 2019-20.

; THIE—4

(UNIT—4)

M & B v a3 awg § any 8,60,000
STfa W Hﬁv{j%f HATER &x foar 2,40,000
JABTAH Goft o 7,500

(A-8)

3T
Profit from business of purchase and sale of
shares 8,60,000
Security Transaction Tax paid on above 2,40,000
Short-term capital gains 7,500
Long-term capital gains ' 9,000
Long-term capital loss 6,000
Rent received from the House property 21,000
Local tax paid on the above mentioned house
property : 3,000
Interest Received on Govt. Securities 9,000
Interest on loan taken to purchase these »
securities ‘ 6,000
Interest on Saving Bank Account ; 20,000
Donation to Jawarlal Nehru Memorial Trust
by cheque 6,000
Premium paid on life insurance policy of
Karta 3,060

(A-8) P.T. O.
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Discuss the provisions of the Income Tax Act regarding
the assessment of Co-Operative societies.
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A, B and C have decided to set-up a business. For the
purpose A, B and C are having ¥ 6,00,000, ¥ 3,00,000 and
g 3,00,0,0’07.re‘s)ﬁecively. They wish to charge interest on
their capital/loan’ @ 12% p- a. Salary A ¥ 20,000,
B ¥ 10,000 and C % 10,000 P- m. and share profits in the
ratio 2 : 1: I or B and C receive half of the income as
salary nominating A as the sole owner of the business.
They expect the income of ¥ 8,00,000 (before charging
interest on capital/loan) during the relevant year.

(A-8)
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As an Income Tax expert you are approached by A, B and
C for considered opinion as to whether they should have a
firm or a sole proprietary concern of A while B and C
becoming employees and moneylenders to concern so that
they can reduce their tax liability ?
What is your advice and what arguments would you give
in the support of your advice ?
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A Ltd. is a widely-held company. It proposes to increase
its production for which it will require ¥ 1,00,00,000. The
company proposes the following three alternatives for the
structure of the additional capital :

First Second Third
Alternative | Alternative | Alternative
®) ® &

Share Capital 1,00,00,000| 40,00,000] 20,00,000
10% Debenture 40,00,000| 30,000,000
Loan from
Financial
Institutions (int. ,
12%) -« 20,00,000| 50,00,000

Expected return on capital employed in business is 25%
(before tax). Generally companies engaged in similar
business are paying 20% dividend on its share capital.
Assume tax rate I 25%, Surcharge 7% and Health and
Education cess 4%.

You are to advise the company as to which alternative it
should choose for the capital structure so as to pay
maximum dividend to the shareholders.
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