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U.S.N

(An Autonomous I nstitution affiliated to VTU, Belagavi)
Fourth Semester, Master of Business AdministratioiMBA)
Semester End Examination; MayJune - 2019

Tax Management
Time: 3 hrs Max. Marks: 100

Note: Answer all FOUR full questions from PART - A and PART - B (Case study) is compulsory.
PART - A

What do you mean by Assessee and Income? 10
Mr. A has four houses, the municipal valuationsvbich are Rs. 10,000 , Rs. 8,000, Rs. 6,000 and
Rs. 6,000 respectively. He lives in the first houeehe second house he runs his business. Tik thi
house let out for Rs. 400 per month. A loan wagnaén £ April 2010 for the construction of the
fourth house, the construction of which began 3mMay 2010 and ended on 8danuary 2012. The
house was let out or*IFebruary 2012 @ Rs. 600 p.m. For the previous $646-16, the interest 10
paid by him in respect of the loan amounted to &) and for the previous year 2010-11 and
2011-12 the interest paid has been Rs. 1,500 andlLR80 respectively. Municipal taxes were
assessed and paid @ 10% of the municipal valuafiscertain his income from house property for
the assessment year 2016-17.

OR

. What is meant by perquisites? Give five examplesxfiree perquisites. 10

Sri Manoj Kumar is getting Rs. 15,000 p.m. as bgmy, Rs. 1,500 p.m. as dearness pay and

Rs. 500 as dearness allowance. During the preyiearshe received the following allowances also :

i) Rs. 60,000 as allowance for reimbursement ek@nal expenditure while on duty during the
running of truck

i) Rs. 120 p.m. per son as education allowancéh® education of his two sons

lii) Both these sons are living in hostel on wh&m Manoj Kumar is spending Rs. 500 p.m. per son.
He is getting Rs. 350 p.m. per son as hostel atho@dor meeting this expenditure 10

iv) Rs. 350 p.m. as tribal area allowance

v) Rs. 100 p.m. as conveyance allowance whiclsésl by him for private purposes

vi) Rs. 3,000 p.m. house rent allowance

Sri Manoj Kumar has taken a house for his residendgilaspur at Rs. 4,000 per month as rent. He

contributes 12% of his basic pay and dearness@hbistrecognized provident fund and the employer

also contributes a similar amount. Compute theltixsalary of Sri Manoj Kumar for the assessment

year 2016-17.

3 a. Describe the method of computing income under gdalhiincome from other sources’. 10

b.

Explain the provisions related to determinatiomesfidential status as per Indian Income tax Act. 10

OR
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4. Write note on the following :

1) Subsuming of Indirect taxes by GST i) Scope afme of supply 10
lii) Constitutional ammendment required for intreatlan of GST  iv) Input Tax credit
5 a. Define accumulated profits. What is basis of conmguaccumulated profits? 10

b. XandY give the following information (they do nmivn any residential house property) :

Transfer of Gold X (Rs.) Y (Rs.)
Date of transfer May 10,2016 Feb 15, 201y
Date of Purchase June 23,1982 June 18, 1981
Sale consideration 36,55,000 13,14,000
Cost of Acquisition 3,00,000 77,000
Expenses on transfer 55,000 14,000

To get the exemption under section 54F, The folhow

residential house properties are purchased by XvaadPune 10

Date of Purchase May 12, 2016 Jan 3, 2017
Cost of Acquisition 2700000 650000

X and Y transfer their house properties at Purfelbswvs:

Sale consideration Rs. 2950000 Rs. 70000(
Date of transfer June 11, 2019 May 9, 2019

Find out the capital gain chargeable to tax in hla@ds of X for the assessment years 2017-18
[C11 for 2016-17-1125 and 82-83-109].
OR
6 a. State the provisions relating to allowance “Exp&méi on scientific research” while computing 10
income under the head “Profit and gains of busioegsofessions”.
b. XYZ Ltd. an Indian company manufactures textilesr Fhe year ended 31March 2016, the
statement of profit and loss showed a net profRef10.25 lakh after deducting the following items
1) Dividends amount to Rs. 2 lakh paid to the shatders for the accounting year 2014-15 in
August, 2015

i) Interest amounting to Rs. 10,000 paid on tenltaken for the payment of company’s income tax
liability

lii) Interest amounting to Rs.15,000 paid on tbhan taken to make donation to an approved
charitable institution

iv) Rs. 50,000 spent by managing director on s to :
[) Canada to buy machinery and finalize #daboration agreement for a new independeniO

undertaking proposed to be set-up (cement factsy20,000

II) USA to study export market for textilés. 30,000

vi) Managing director’s wife accompanied her hugbaRs.10,000 was contributed by the company
towards her foreign trip expenses and the Canad@laborator paid Rs. 15,000 to her towards
expenses

vii) Company incurred expenditure of Rs. 1,00,080adlows :
[) Advertisement in news paper Rs. 75,000

II) Advertisement in souvenir of a politigadrty paid by cheque Rs. 25,000
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viii) Rs. 10,000 paid to legal advisers in respdEgiroceedings before income tax authorities

iX) Penalty of Rs. 24,000 for importing yarn imt@vention of import regulations

The company has paid advance tax of Rs. 3,50,00pGte the taxable income of the company and
the net tax payable for the relevant assessment yea

State the provisions regarding set-off of capitakks. 10
Dr. Suresh is a medical practitioner. Besides hia practice, he works as a part-time physician in a
private hospital for which he receives a monthijwueeration. He is also a consultant-physician of
XYZ Co. Ltd. on a monthly retainer fee. The doateaintains a record of his receipts and payments

and for the year ended 3March 2016, the following information’s are absteal there from :

Receipts Rs.
Consultation fee receipts 2,60,000
Gross Remuneration from the private hospital 122.,0
Retainer fee from xyz co. Ltd. 60,000
Interest on savings Bank A/c 13,000

Payments
Rent and Electricity charges for the clinic 12,000 10
Telephone charges 2,400
Printing and Stationery 500
Car maintenance expenses 12,000
Wages of clinical assistant 3,600
Driver’s Salary 3.600
Life Insurance Premium 2,400

The written-down value of the car and the furnitatethe clinic as on 1.4.2015 are noted to be
Rs. 25,000 and Rs. 2,000 respectively. 20% of gdeeai the car and the telephone is attributable to
the personal and private purposes. Provide foredggion on car @ 15% and furniture @ 10%.

Compute the total income of the director for theessment year 2016-17.

OR
What are the charitable donations? What are thelitons for allowing deductions in respect of

these donations?
Explain any five Taxable allowances under Incomxe ta 10

PART - B ( Case study — Compulsory)
X (age:24 years) a resident individual, furnishke following information for the assessment

year 2017-18 : Profit and Loss Account for the yaating March 31, 2017

Rs. Rs.
Office Expenses 11,000/ Gross Profit 8,78,000
Telephone 8,000 Sundry Receipts8,000
Salary to staff 42,000
Depreciation 28,000
Traveling expenses 43,000
Loss by cash by employee through embezzlem&r200
Amount transferred to special reserve account 7,500
Expenditure on the occasion of Diwali 7,100
Interest and legal expenses 44,000
Sundry expenses 8,500
Net profit 6,81,900

8,86,000 8,86,000
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Other information:
a) Salary to staff includes payment of Rs. 12,6000f India on which tax has not been deducted at
source nor paid to the Government
b) Depreciated value of plant and machinery onilApr2016 is Rs. 1,10,000 ( rate of depreciation:
15%)
i) A plant whose written down value of Apti 2016 is Rs. 17,440 is sold during the previous
year for Rs. 11,000
i) A machinery (cost price Rs. 20,000) whavritten down value on April 1, 2016 is Rs. 2,35
is sold during the previous year for Rs. 15,000
iii) During the year, X purchases a newanplfor office for Rs. 1,22,670 which is eligiblerf
depreciation at the rate of 15%. The Plant is llestaand put to use on May 15, 2016
c) Travelling expenses include Rs. 10,000 beinglhexpenditure of an employee in respect of an
official visit to Bombay for 5 days
d) Expenditure on the occasion of Diwali includegift of Rs. 2,000 to Mrs. X
e) Interest includes a payment a payment of R03put of India on which tax has not been detected®
f) Sundry expenses include expenditure of RsOQ @h maintenance of guest house in Delhi for the
purpose of carrying on the business and Rs. 4,ed@ykemployer’s contribution towards ESI out
of which Rs. 600 is paid after the due date ohsigbion of return of income
g) Legal expenses include the following payments :
i) Payment of Rs. 4000 to B an employee ofoXfiling income tax appeal
i) Payment of Rs. 5,000 to C not being ampleyee of X, for preparation of return of income
iii) Payment of Rs. 11,000 to D, an advocak® is not an employee of X, for filing income tax
appeals and giving tax advice
iv) Payment of Rs. 2000 to E, a charteredactant who is not an employee of X, for obtaining
tax advice.
Determine the taxable income and tax liability ofof the assessment year 2017-18. Assuming that
sundry receipts include Rs. 5,000 being amounhdbement insurance policy received from the life
insurance corporation of India at the time of miagunf the policy (i.e., December 5, 2016) (amount
of insurance premium last paid on June 5, 2016 40R3. Besides, X has FD bank interest of
Rs. 2,40,000 (not given above) and he deposits 1R&),000 in PPF account of Mrs. X on
March 31, 2017.
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