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B.Com. Semester - 3 (CBCS) Examination
Nov/Dec. -2021 [NEW COURSE]
Income Tax Law and Practice - 1(Core)

Time: 2:30 Hours Marks: 70
Instructions:
1. All questions are compulsory.
2. Figures to the right indicate marks.
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ENGLISH VERSION

Q. -1 Following is the profit and Loss account of Mr. Param for the year ended on (20)
31st March,2021

Dr. Profit and Loss Account Cr.

Particulars Rs. Particulars Rs.

To Salary 2,54,000 | By Gross Profit 7,22,000
,, Bad Debt Reserve 2,500 | ,, Bad Debt recovered 15,000
,» General Reserve 1,500 | ,, House Rent 5,000
,,» Bed Debt 2,000 |,, Interest and Dividend 13,000
. Sales Expenses 2,500 |,, Commission ( earned 2,500
,,» Interest on Loan 3,000 for working as
,» Interest on Capital 3,500 arbitrator )

,,» Income Tax 5,000
,, Office Expenses 23,500
,,» Depreciation on Computer 10,000
., Net Profit 4,50,000
7,57,500 7,57,500

Additional Information :
(1) 40% of the Bad debt recovered relates to the bad debt not allowed as business expense in
past year.
(2) Interest on loan is outstanding Rs. 2,000 which is not recorded in Profit and Loss
Account; Un-recorded business income is Rs. 62,500
(3) Written down value of Motor car on 1-4-°20 was Rs. 40,000 which was sold on
15-1->21 for Rs. 40,000 and new motor car was purchased on 1-1-2021for Rs.1,50,000.
admissible Depreciation on motor car is 20%
(4) Salary includes Rs.6,000 paid to wife of Mr. Param. She does not render any service to the business.
Calculate taxable income from business and profession for A.Y. 2021-22
OR
Q-1 From the following Information of Dr. M. compute his taxable income under the (20)
Head “Income From business of profession’” for the A.Y. 2021-°22.
Receipt and Payment Account ( for the year ended on 31-3-2021)

Receipts Rs. Payments Rs.

To Balance b/d 20,000 | By Hospital rent 1,20,000
. Visit Fees 30,000 | ,, Salaries 4,60,000
,»  Consulting fees 3,70,000 | ,, Telephone bill 6,000
., Sale of Medicine 40,000 | ,, Purchase of Books 4,000
,»  Operation fees 3,60,000 | ,, Daughter’s Marriage exp. 70,000
., Operation theatre rent 15,000 | ,, Motor car exp. 20,000
., Income from house rent 20,000 | ,,  Municipal taxes 6,000
., Salary from College 25,000 |,,  Traveling exp. 4,000
.  Profit on sale of Shares 35,000 | ,, Miscellaneous exp. 3,000
., Interest Income 10,000 | ,, Insurance premium 5,000
,»  Dividend on Shares 5,000 | ,, Purchase of medicine 80,000
. Sale of Surgical instruments " Purchase of Computer 40,000
(31-12-°20) 10,000 | ,,  Closing Balance 1,32,000

.,  Gift from patient 10,000
9,50,000 9,50,000

Additional Information:
(1) The opening written down value of surgical instruments was Rs. 50,000. Depreciation Allowed
is 30% . On 1-3-21 he purchased new surgical instruments (out of personal funds) for
Rs. 10,000.
(2) Loss in speculation business Rs. 15,000
3 Municipal taxes includes Rs. 1,000 for residential house.
(@) The opening stock of medicine was Rs. 11,000 which was 10% overvalued,
while closing stock was Rs. 54,000 which was undervalued by 10%.
5) Salaries include Rs. 10,000 paid to his son, who is studying in college.
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(6) Hospital rent includes 40% for residential house.

@) Insurance premium includes Rs. 3,000 for the life insurance premium.

(8) The opening W.D.V. of motor car was Rs. 1,00,000. Depreciation allowable is
20%.Motor car used for office and personal use in the ratio of 1: 1.

Mr. Jayesh is a specified employee . Determine his taxable salary for P.Y. 2020-°21 (20)
From the following particulars:

(1) Basic salary Rs. 22,500 p.m. upto 30th Nov.,2020 and which is increased by Rs. 30,000 from
1-12-2020.

2 dearness Allowance (1/3rd for retirement benefit) 50% of basic pay

3 Telephone Allowance 19,400

(@) Education Allowance (for 3 children) 9,400

5) Hostel Allowance (for 2 children) 7,500

(6) Interest@12% p.a. credited to R. P. F. Alc 36,000

@) Gas, water &electricity charges paid by company
(2/3rd for personal use) 18,000

(8) Compensation paid for injury suffered while performing office duty 30,000

€)] Employer has provided a Chauffeur driven car (capacity 1.8 liters) for official and personal
purpose. All expenses are met by employer. Rs. 1,000 p.m. is deducted from his salary for
the said facility.

(10)  The employer has provided him residential accommodation (in Ahmadabad) whose fair rental
value is Rs. 5,000 p.m. Furniture costing Rs. 4,00,000 is also provided by employer. The
Employee has contributed Rs.16,550 towards this perquisite.

(11)  Company’s contribution to recognized P.F. Rs.45,200 and employee contributed Rs. 38,000

(12)  Expenses paid by company on behalf of employee
Club fee Rs. 10,000p.a., LIC Premium Rs. 3,000 p.a., Mobile exp. 6,000

OR
Shri Vijaybhai is a managing director of a Mumbai company. From the following (20)

details of Financial Year 2020-°21 , compute his taxable salary of A.Y. 2021-°22 and investment
under section 80C.

)
()
©)
(4)
(%)
(6)
()
(8)

(9)

(10)
(11)
(12)

(13)
(14)

Basic Salary - Rs. 3,50,000

Dearness Allowance 25% of basic salary (considered for retirement benefits)
Commission @ Rs. 1,500 p.m.

Bonus - Rs. 10,800
City Compensatory Allowance - Rs. 10,000

House Rent Allowance - Rs. 84,000 yearly (Actual rent paid Rs. 7,250 p.m.
House servant’s salary paid by the employer - Rs. 14,400

Payment made by the employer for free supply of gas-electricity provided for personal use -
6,250.

Concessional lunch facility provided during office hours(cost per dish Rs. 100 for 200 days
is borne by the company) a token amount of Rs.30 per dish is deducted from his salary.
The employer has provided a car (with driver), all expenses of maintenance

are borne by the employee. The car is for office and private use and has 1.4 cc engine.
Company’s contribution to recognized provident fund - Rs. 63,000. He has Contributed to
42,000 to RPFA/c.

Interest credited to recognized provident fund account at 10.5% - Rs. 23,100.

Professional tax paid by employee — Rs. 200 monthly.

His investments are as under:
LIC Premium - Rs. 40,000, N. S. C. - Rs. 45,000
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Q-3

Q-3

Shri Ajay owns four houses , the details of which are as under :

(15)

Particulars House-1 House-2 House-3 | House-4
(Rs.) (Rs.) (Rs.) (Rs.)
(1) Municipal Value 60,000 40,000 81,000 96,000
(2) Fairrent 45,000 42,000 90,000 90,000
(3) Rent receivable (monthly) 4,500 3,200 - -
(4) Municipal tax paid 7,200 2,000 10% 2.5%
(5) Standard Rent 57,000 - - -
(6) Int. on loan for construction
(due) 30,000 15,000 - 18,000
(7) Int. paid during construction
period(capitalized) 30,000 15,000 - 12,000
(8) Int. on loan taken for payment
of municipal taxes 200 300 - -
(9) Outstanding rent 2,400 - - -
(10) Nature of occupation let-out for let-outfor For own Self-
residence residence Business | occupied
(11) Year of completion of
construction 2018-19 2016-‘17 | 2016-17 | 2017-°18
Calculate taxable income from house property of Shri Ajay for the A.Y.2021-22
OR
Following details are given of house property owned by Shri Ronak: (15)
Particulars House-1 House-2 House-3
(1) Municipal Valuation 2,40,000 2,25,000 90,000
(2) Annual Fair Rent 2,70,000 3,00,000 1,08,000
(3) Standard Rent - 2,70,000 -
(4) Municipal Taxes (un paid) 10% 10% 10%
(5) Payment for tenant’s amenities - 18,000 -
(6) Repairs 12,000 15,000 9,000
(7) Insurance Premium ( paid) 8,100 6,300 4,950
(8) Int. (of A.Y.2020-°21) on loan
taken for construction 1,50,000 90,000 30,000
(9) 1/5th part of total interest of
Construction period - 45,000 15,450
(10) Year of completion of construction 2019-°20 2016-°17 2017-18
(11) Period of Vacancy - 1month -
(12) Use of the house Self- Let out for Self-
occupied Residence occupied
Rent receivable for House - 2 was Rs. 2,79,000.
Compute the taxable income under the head “Income from House Property” for A.Y. 2021-“22.
Write short-notes: ( Any Three) (15)

1) Agricultural Income
3) Exempted incomes (six/seven)
5) Direct and Indirect taxes

2) Assessment year and previous year
4) Total Gross income and Total income
6) Residential Status
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