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USN 08MBAFM428

Fourth Semester MBA Degree Examination, May/June 2010
Tax Management

Time: 3 hrs. Max. Marks: 100

Note: 1. Answer any FOURfull questions
from Q No.1 to Q. No.7.

2. Question No.8 is compulsory.

1 a. Who is a specified employee? (03Marks)
b. Explain the conditions to be satisfied by an undertaking to avail deduction Ulsec 10 BA of

the income tax Act 1961. (07Marks)
c. Mr. 'Y' furnishes the following particulars of his income. You are required to find out his

gross total income, if he is resident, not ordinarily resident and non-resident in India for
assessment year 2009-10.
i) Interest on German development bonds (2/5 is received in India) Rs. 60,000.
ii) Income from agriculture in Bangladesh, received there but later on Rs. 50,000 is

remitted to India (agriculture controlled from India) Rs. 1,50,000.
iii) Income from property in Canada Rs. 86,000.
iv) Income from business in USA which is controlled from India (Rs. 20,000 received in

India) Rs. 70,000.
v) Dividend paid by a foreign company but received in India Rs. 40,000.
vi) Profit from business in Madras and managed from outside India Rs. 30,000.
vii) Gift in foreign currency from a friend received in Bijapur Rs. 70,000.
viii) Rental income from a property in Nepal deposited by the tenant in an Indian bank

branch operating there Rs. 12,000. .

ix) Dividend received in London on 10-08-2008 from a company registered in India but
mainly operating in UK Rs. 10,000. (10Marks)

2 a. What is tax evasion? (03Marks)
b. What are the conditions one has to satisfy to avail deduction U/sec 80 DDB of the IT Act?

Mention the limitation amount of deduction.' (07Marks)
c. The depreciated value of a block of assets (consisting of plant A and B)(rate of depreciation

is 30%) is Rs. 1,17,000 on.April 1, 2008(plant 'A' Rs. 1,00,000 and plant 'B' Rs 17,000).
The following information is available:

Plant A is sold on August 10, 2008 for Rs. 90,000. Find out the amount of depreciation for
the A.y. 2009-10. (10Marks)

lof4

Assets Rate of Date of When it is Actual
depreciation(%) purchase put to use cost (Rs)

Plant C 30 10-03-2008 10-04-2008 20,000
Plant D 30 01-03-2008 03-12-2008 30,000
Plant E 30 06-05-2008 06-05-2008 50,000
Plant F 30 15-05-2008 02-01-2009 80,000
Plant G 30 06-06-2008 06-04-2009 90,000
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3 a. What do you mean by bond-washing transactions? (03Marks)
b. Briefly explain the capital gains exempt from income tax. (07Marks)
c. Mr. Sagar, 40 years old, receives the following as a manger from A Ltd., during the year

ending March 31,2009. Compute his taxable income for the A. Y. 2009-10. (10Marks)
i) Salary (@ Rs. 52,500 p.m for 12 months) Rs.6,30,000
ii) Tiffin allowance (actual expenditure Rs. 2700) Rs. 4,000
iii) Reimbursement of ordinary medical expenses for treatment of Sagar and his

family members in a private clinic. Rs. 31,300
iv) Rent-free unfurnished house at Noida (population 16Iakh). House is owned by

the employer. Employer incurs an expenditure of Rs. 40,000 for maintenance of
garden attached to the house. Expenditure of Rs. 40,000 includes salary of
Rs. 24,000 paid by the employer to the gardener.

v) The employer provides two watchmen (salary Rs. 700 p.m per person)
vi) Free use of Maruti 800 for official and domestic purposes.
vii) Free meal at the place of work Rs. 14,700 (i.e. Rs. 70 per day for 210 days, amount is

directly paid to canteen by the employer).
viii) Interest free loan for purchasing home appliances amounted to Rs. 1,20,000 on March

1,2005 but amount outstanding in the year 2008.09 is Rs. 50,000. The SBI lending rate
for similar loan on April 1, 2008 is 15%.

ix) Mr. Sagar paid life insurance premium on the life of his own and wife Rs. 40,000 p.a and
contributed in RPF Rs. 65,000 in the year 2008-09.

4 a. What is deemed sales under CST Act? (03Marks)
b. Mr. Arun is a citizen ofIndia. He has been serving in Bangalore office for the last 15years.

On 10-06-2005he is transferred to Tokyo office and he leaves India on the same day to take
charge of that office. He is again transferred. back to Hubli office and he joined on
12-09-2007. What will be his residential status for the previous years 2005-06, 2006-07,
2007-08 and 2008-09? (07Marks)

c. Mr. Manoj sells the following assets duringthe previous year 2008-09. (10Marks)

Mr. Manoj owns one residential house property on April 3, 2009, he invests in the following
assets.

i) Residential house property Rs. 2,15,000.
ii) Bonds of national highways authority ofIndia (Maturity period 4 year) Rs. 3,70,000.
iii) Bonds of rural electrification corporation (redeemable after 7 years) Rs. 7,80,000. Find

out the income chargeable to tax under the head capital gains for the A.Y. 2009-10.

5 a. Which are not taxable as goods under CST Act? (03Marks)
b. What is cascading effect of tax? Explain it's limitations under CST Act. (07Marks)
c. What do you mean by excisable goods? Discuss various types of excise duties under C.E

Act. (10Marks)
20f4

Commercial
Gold Non-listed Diamonds

property shares
Dateof sale January3, December 17, March 3, March 15,

2009 2008 2009 2009
Yearof acquisition 1982-83 1983-84 1992-93 1991-92
Salesconsideration(Rs.) 7,00,000 4,00,000 8,90,000 7,80,000
Costof inflationindexfor the

109 116 223 199
year2008-09 is 582
Costof acquisition 57,122 20,962 2,67,268 57,646
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a. What is indexed cost of acquisition? (03Marks)
b. Write a note on set off and carry forward of losses. (07Marks)
c. Fromthe following statement of receipts and payments for the year ending on 31-03-2009of

a medical practitioner and the further information given, compute his income from
profession for the A.Y 2009-10.

Other information:
i) The stock of medicines on 31-03-2009amounts to Rs. 500 at cost.
ii) Membership fees include Rs. 100 paid to Gymkhana club and remaining pertains to the

membershipof all Indiamedicalassociation. .

iii) 1/3of car expenses are attributable to his personal use.
iv) Municipal taxes are in respect of house property let out.
v) Depreciation on car amounts to Rs. 6,000 and on all other block of assets Rs. 5,000

except on books on which the rate of depreciation is at 60%. (10Marks)

7 a. Whatare the main objectives of customs act? (03Marks)
b. Mr. 'B' who resides in Pune, receives Rs. 42,000 p.a. as basic salary during the previous

year 2008-09. He stays in his father's house up to October 31, 2008 for which he does not
pay any rent and thereafter he takes an accommodation on monthly rent of Rs. 2,000. The
employer, however, pays Rs. 250 p.m as house rent allowance throughout the previous year.
Mr. B claims that the entire house rent allowance is exempt from tax under section 10(13A).
Is he legally correct? Otherwise what will be the exempt and taxable amount of HRA?

(07 Marks)
c. Mr. X and Y are the retail traders at Bijapur. They have given the following information:

XRs. . YRs.
40,00,000 60,00,000Sales turnover

Less expenses
Cost of goods sold 36,00,000 54,00,000
Depreciation 10,000 15,000
Other expenses 3.20,000 4,80,000

Business income 70,000 1,05,000
Other income 2,15,000 2,30,000
Public provident fund contribution 30,000 60,000

. Findout their taxableincomeand tax liabilityunder the schemeof sec 44 AF for the A.Y.
2009-10. (10Marks)

30f4

Opening balance 11,000 Salary to staff 11,200
Consultation fees 50,000 Rent of dispensary 5,000
Visiting fees 15,000 Cost of medicines 8,000
Sale of medicines 10,000 Membership fees 500
Gifts from patients 3,000 Purchase of car 40,000
Rent from house property . 6,000 Surgical equipments 5,000
Dividend from Indian company 2,000 Car expenses 3,000

Municipal taxes 600

Stationary 1,200
Book (medical) 1,750
Personal drawings 9,000
Income tax 2,500
Sundry expenses 300
Donations 1,000
Life insurance premium 6,000
Closing balance 1,950

97,000 97,000
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8 Mr. 'M' and 'N' are two partners of MN Co. (a finn of chartered accountants). On March
31, 2008, there is no provision for payment of salary and interest to partners. On April 1,
2008 the deed of partnership has been amended to provide salary and interest as follows:

M N

Salary Rs. 8000 p. m. Rs. 12,000 p. m.
Interest 24% p. a. 24% p.a.
The income and expenditure account of MN Co. for the year ending March 31, 2009 is as
follows:

Other information:
i) Out of office expenses Rs. 18,800 is not deductible by virtue of sections 30 to 37.
ii) During the p. y. 2008-09, the finn sells a capital asset for Rs. 7,10,000 (indexed cost of

acquisition being Rs. 1,45,865).
iii) Personal income and investment of partners are as follows:

Interest from govt securities
Bank interest
Deposit in PPF
Mediclaim insurance premium

M(Rs.)
4,70,000
6,00,000

70,000
12,000

N(Rs.)
4,23,000
1,02,000

45,000
11,000

Find out the total income and tax liability of the finn and partners for the A. Y. 2009-10 on
the assumptions that

a. Conditions of section 184 and 40 (b) are satisfied. (10Marks)
b. Conditions of section 184 and lor sec 40 (b) are not satisfied. (10Marks)

* * * * *

40f4

Office expenses 2,10,000 Receipt from clients 7,00,000

Salary to employees 70,000 Interest recovered from 3,000
M and N on drawings,

Fringe benefit tax 42,000
Salary to 'M' 96,000
Salary to 'N' 1,44,000
Intereston capitalto M G 24% p.a 16,000
Interest on capital to N (j, 24% p.a 19,000
Net profit (shared by M and N equally) 1,06,000

7,03,000 7,03,000
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