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VI Semester B.Com. Examination, May 2011
(Semester Scheme)

COMMERCE
Paper - 6.2 : Income Tax — II

Time : 3 Hours Max. Marks : 90
Instruction : Answer should be completely either in English or in Kamrdda.
SECTION - A
_Answer any ten sub questions. Each sub question carries two marks. (10x2=20)
1. a) What do you mean by profession ?

b) Bringout any two expressly allowable expenses under business.
c) What are the long term specified assets U/S 54 EC ?
d) Explain the provisions U/S 80E.
e) Expand CBDT and PAN.
f) What is indexed cost of Acquisition ?
g) What is tax free commercial debentures ?

h) What is the provision relating to carry forward of loss from speculative
business ?

i) Write a note on taxability of dividend income.

i) Mention any four transfers not regarded as transfer for capital gain taxation
purposes.

k) What is selfsassessment ?

1) What is speculative transaction ?

P.T.O.
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SECTION - B

Answer any five questions. Each question carries 5 marks. (5x5=25)
2. Briefly explain the powers of Director General of Income tax.

3. Discuss with reason the admissibility of the following expenses while computing

profit and gains of business.

1) Sales tax paid during the year Rs. 15,000
2) Interest on capital Rs. 5,000

3) Donation to political party Rs. 10,000

4) Loss due to theft Rs. 20,000

5) Life insurance premium Rs. 3,000.
4. Explain the rules regarding inter-head set-off of losses.

5. Mr. Akshara has the following incomes during the year ending 31-3-2010.
i) Dividend declared by Tata Co. Rs. 12,000
i1) Interim dividend received Rs. 5,000.
1i)) He won gold worth Rs. 2,50,000 from Rajasthan state lottery.
iv) Interest received on government securities held as investment Rs. 20,000.

v) He earned Rs. 2,00,000 as prize money on horse races. These horses are
owned by him and expenditure incurred on maintenance of these horses

amounted to Rs. 2,10,000.

Compute his income from other sources for the A.Y. 2010-11.
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6. Mr. Arun sold his agricultural land situated in Urban Area for Rs. 35,00,000
which he had purchased on 1-1-85 for Rs. 5,00,000 and incurred brokerage of
Rs. 5,000 on sale and Rs. 2,000 on its purchase. He purchased another piece of
agricultural land on 1-1-2011 for Rs. 25,00,000. Compute taxable capital gains

for the A.Y. 2010-11. The cost inflation index for 84-85=125, 2009-10 = 632.

7. Mr. Arjun Rao a senior citizen furnishes the following information for P.Y. 09-10

Pension received Rs. 6,000 p.m.
Taxable income from business Rs. 1,28,000
Short term capital gain of Rs. 1,10,000

He contributed Rs. 15,000 towards life insurance policy and Rs. 2,000 towards
NSC. He also paid a mediclaim insurance premium of Rs. 14,000 during the

P.Y. 09-10 through cheque. what is his taxable income for the A.Y. 10-11 ?
8. From the following information of Dr. Manohar, compute his taxable income
from profession for the A.Y. 2010-11.

Receipts : consultation fees Rs. 50,000, gifts from patients Rs. 20,000, gifts

from father-in-law Rs. 30,000, sale of medicine 12,000, visiting fees Rs. 10,000.

Payments: Clinic rent Rs. 25,000, professional books purchased Rs. 12,000,

charitable donations Rs. 4,000.
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9. Compute income from other sources of Mr. Keshav for A.Y. 2010-11
a) Family pension received Rs. 3,000 p.m.
b) Winning from lottery Rs. 69,100 (Net)
¢) Interest on fixed deposit Rs. 15,000 (Gross)

d) Purchase of lottery tickets Rs. 500.

SECTION - C
Answer any three questions. Each question carries 15 marks. (3x15=45)

10. Mr. Ranganath is a leading tax consultant who maintains his books of account
on cash basis furnish the following receipts and payments account for the

previous year 2009-10. Compute his professional income.

Receipts and Payments Account for the year ending 31-3-2010

Receipts Rs.  Payments Rs.
Balance b/d 22,000 Books purchased
Fees trom clients : (Annual Isublication) 12,000
for 2009-10 1,50,000 Computer purchased 30,000
for 2010-11 33,000 Car expenses 18,000
Gifts and presents 25,000 Office expenses 40,000
Interest free loan from a Salary to staff
client for purchase of car  2,40,000  for 2009-10 32,000
Winning from lottery (Gross) 46,000  for 2010-11 8,000

Share from H.U.F. 70,000 Car purchased 3,00,000
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Bonus and commission from Incomé tax 5,000
the partnership firm 14,000 Professional Tax 3,000

Medical insurance

premium 2,000
Balance c/d 1,50,000
Rs. 6,00,000 Rs. 6,00,000

Car is partly used for official purposes (40%) and partly for personal purposes

(60%). Gifts and presents include Rs. 5,000 received from a client. Office

expenses include Rs. 5,000 paid as salary to his wife who casually helps him in

the office. Depreciate car 15%.

11. Mr. Sharath, a resident of India has furnished the following incomes for the

P.Y. 2009-10. Compute his income from other sources for the A.Y. 2010-11.

i) Winnings from Crossword Puzzles (net) Rs. 6,940.

ii) Royalty from text book written by him (gross) Rs. 45,000 (Admissible
deducting Rs. 12,500)

iii) 8% interest on Rs. 40,000 municipal debentures.

iv) 10% interest on Rs. 80,000 Karnataka State Govt. loan.

v) He has invested Rs. 30,000 in 7% Capital Investment Bonds of Government

and received interest for the year.
vi) Rs. 2,000 as interest on bank deposits.

vii) Dividends from a domestic co. Rs. 8,000

-

viii) Income from undisclosed sources Rs. 10,000
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12. Following is the Profit and Loss A/c of Mr. Shivakumar a merchant for the

year ending 31-3-2010. Compute income from business for A.Y. 2010-11.

Dr. Cr.
Rs. Rs.
To Rent 60,000 By Gross Profit 5,23,000
" Rates 6,000 " Interest from investment 28,000
" Salary to staff 54,000 " Rent from property 24,000
" Diwali pooja expenses 2,000 " Sundry income 16,000
" Interest on loan 1,25,000 " Commission 37,000
" Sundry expenses 55,000
" Bad debts 6,000
" Charity 1,000
" RBD 2,000
" Entertainment Exp 8,500
" Loss by theft 14,000
" Net Profit 2,94,500

6,283,000 6,28,000
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13.

Additional Information :

1) Salary to staff includes salary of Rs. 24,000 of a son who is a B.Com.
student who casually helps in business.

2) Rent includes Rs. 12,000 of a shop belonging to the assesse himself.

3) A loan of Rs. 60,000 @ 15% p.a. is taken from his wife out of funds
advanced by him and interest is included in interest on loan.

4) Sundry expenses include Rs. 9,000 being expenses incurred on pilgrimage
to Haridwar.

5) Entertainment exp include Rs. 1,500 spent on tea of some guests of a local
MLA.

6) He earned Rs. 40,000 in gold smuggling and not shown in books.
7) Rates includes Rs. 4,000 for the property let.
Mr. X submits the details of the assets sold for the year ending 31-3-2010.

a) Shares (purchased in April 1991 for Rs. 54,000) sold on 15-12-2009 for
Rs. 95,000

b) On 1-4-82 he agreed to sell Jewellery to Y for Rs. 2,70,000 which was
purchased in 1977 for Rs. 1,50,000. However the sale could not be effected
as Y backed out. He forfeited the advance of Rs. 20,000 which he received
from Y. He now sold the jewellery on 15-7-09 for Rs. 13,10,000 and
incurred Rs. 20,000 as selling expenses. In 2009, he purchased a small
residential house for Rs. 2,50,000

c) Debentures (purchased in Sept. 2008 for Rs. 50,000) sold on 31-12-2009
for Rs. 45,000.

d) Sold his motor car (purchased in Aug. 2007 for Rs. 1,50,000) on 15-3-2010
for Rs. 1,60,000 (personal use). The CII for 82-83 = 109, 1991-92 = 199,
2009-10=632.
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14. Surya submits the following details of his income for the year ending
31-3-2010.

i) He lives in a rented house. He pays a rent of Rs. 6,000 per month. He has sub
let %"d portion of the house on a rent of Rs. 3,000 per month. He has under-
taken the liability of paying municipal taxes of Rs. 1,500 on the whole house

and also repairs of the whole house amounting to Rs. 6,000.
ii) Income from agricultural land in Bangladesh Rs. 20,000.
iii) Dividend from UTI Rs. 4,000
iv) He holds the following investments :
a) Rs. 1,00,000 8% tax free commercial securities (not listed)
b) Rs. 30,000 7% debentures of JCT Mills Ltd.
¢) Rs. 72,000 10% tax free debentures of LIC of India.
d) 10% UP State Electricity Board Bonds Rs. 10,000.
v) Interest on postal savings bank a/c Rs. 8,000.
vi) Honorarium received for writing articles in magazines Rs. 1,000.

vii) He is an examiner of a number of universities. He received Rs. 10,000

remuneration.

Compute his inrcome from other sources for the A.Y. 2010-11.
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