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UNIT- 1 -IMPORTANT CONCEPTS AND DEFINITIONS UNDER INCOME TAX ACT 1961 

Short Question 5 marks each. 

1. Explain the following terms. 

• Agricultural income 

• Person 

• Exempted Income 

2. Explain the meaning of Assessment year. 

3. Write the names of different types of Assessee. 

4. Name different kinds of capital incomes . 

5. Write a short note on PAN. 

Long Question 10 marks each 

1. Discuss the scope of the Income tax Act ,1961. 

2. Explain the conditions determining residential status of an individual and HUF. 

3. What is Agricultural income? Discuss the taxability of agricultural income. 

4. Explain the incidence of tax. 

5. “Taxability of a receipt depends on whether it is a capital items or a revenue item.’’ Discuss. 

6. Difference between capital and revenue income and expenditure. 

7. Explain the term PAN and TAN. 

8. Explain the meaning of pension. 

9. What do you mean by leave encashment? 

10. Define the term INCOME 
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PRACITAL QUESTIONS ON RESIDENTIAL STATUS. 

 

1. During the previous year 2018-19, X, a foreign citizen, stayed in India for just 69 days. 

Determine his residential status for the assessment year 2019-20 on the basis of the following 

information:   

A. During 2015-16, X was present in India for 366 days. 

B. During 2012-13 and 2011-12, X was in Japan for 359 and 348 days respectively and for the  

balance period in India. 

C. Mrs. X is ‘resident’ in India for the assessment year 2019-20. 

 

2. Mr. Kohli, a citizen of India, is an export manager of Arjun Overseas Limited, an Indian 

Company, since 1.5.2014. He has been regularly going to USA for export promotion. He spent the 

following days in U.S.A. for the last five years: 

Previous year 

ended 

 

No. of days spent in 

USA 

31.3.2015 317 days 

31.3.2016 150 days 

31.3.2017 271 days 

31.3.2018 311 days 

31.3.2019 294 days 

Determine his residential status for assessment year 2019-20 assuming that prior to 1.5.2014 he had 

never travelled abroad. 
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3. R was born in Lahore in 1948. He has been staying in America since 1970. He came to visit India 

on 2.10.2018 and returns on 31.3.2019. Determine his residential status for the assessment year 2019-

20. 

4. Shane Warne, an Australian cricket player, has been coming to India since 1994- 95 every year 

to play cricket and has been staying here for about 4 months.   What will be his residential status for 

the assessment year 2019-20. 

5. ‘A’ earns the following income during the financial year 2018-19: 

Determine the total income of ‘A’ for the assessment year 2019-20 if he is (i) Resident and ordinarily 

resident, (ii) Not ordinarily resident, and (iii) Non-resident in India. 

Particulars Amount 

Interest paid by an Indian company but received in London 200000 

Pension from former employer in India, received in USA 8000 

Profits earned from business in Paris which is controlled in India, 40000 

half of the profits being received in India  

Income from agriculture in Bhutan and remitted to India 10000 

Income from property in England and received there 8000 

Past foreign untaxed income brought to India 20000 
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Unit :2-  Computation of Taxable Income. 

INCOME FROM SALARY 

1. Shri Rajesh was employed since 1.1.1987 in a commercial establishment. His salary was fixed at 

Rs.14,800 in the grade of Rs.14,000 - 400 - 22,000 with effect from 1.7.2016. He got 15% of his salary 

as dearness allowance which is treated as salary for computation of retirement benefits. He retired 

from service on 1.2.2019. He received Rs.3,40,000 as gratuity from his employer. Calculate his gross 

income under the head ‘Salaries’ for the assessment year 2019-20 if— (i) Payment of Gratuity Act, 

1972 applies, (ii) Payment of Gratuity Act, 1972 does  not apply. 

2. A joined a service in the grade of Rs. 10,400 - 400 - 16,000 - 500 - 20,000 on 1.7.2002 and 

resigned from the service on 15.9.2018. He was also entitled to dearness allowance @ 50%, which 

forms part of salary for retirement benefits. On retirement, he received a gratuity of Rs.2,40,000. He 

was entitled to a pension of Rs.8,000 per month w.e.f. 16.9.2018. He got 75% of his pension commuted 

w.e.f. 1.1.2019 and received a sum of Rs.6,00,000 as commuted pension. Compute his Gross Salary for 

assessment year 2019-20. 

3. Shri A.K. Gupta was employed in a factory in Faridabad. He retired on 1.1.2019 after 

completing a service of 26 years and 5 months. He had been getting a  salary of Rs.23,000 per month 

and a dearness allowance of Rs.2,000 per month (forming part of retirement benefits) for the last four 

years. His pension was determined @ Rs.9,000 p.m. and 3/4 portion of it was commuted for   

Rs.2,70,000. In addition to this he received a gratuity of Rs.4,00,000 and as per entitlement of 30 days 

earned leave for each year of service, he also received Rs.3,00,000 for encashment of earned leave of 

12 months during the previous year. Compute gross income from salaries of Shri Gupta for the 

assessment year 2019-20, assuming he is not covered under Payment of Gratuity Act. 

 

4. Compute the exemption available under section 10(13 A) in the following cases 
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INCOME FROM HOUSE PROPERTY 

1. Question 

 

QUESTION 2: 

 

 

 

Name of Employee  

A 

 

B 

 

C 

 

D 

 

E 

Place of residence  

Delhi 

 

Noida 

 

Mumbai 

 

Patna 

 

Bangalore 

Salary p.m. 4,000 6,000 8,000 3,000 5,000 

H.R.A. p.m. 1,500 1,200 5,000 1,000 1,500 

Rent paid p.m. Nil 1,000 6,000 800 400 
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QUESTION :3 
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4. Mr. X is the owner of a residential house, whose construction was completed on 31.8.1995. It 

has been let out from 1.12.1995 for residential purposes. Its particulars for the financial year 2018-

19 are given belo 

 

S.No. Particulars         Amount (Rs.) 

(i) Municipal valuation         55,000 

(ii) Expected fair rent per annum       60,000 

(iii) Standard rent under the Rent Control Act      6,000 p.m. 

(iv) Actual monthly rent         6,000 p.m. 

(v) Municipal taxes (including Rs.5,000 paid by tenant) paid    1,5000 

(vi) Water/sewage benefit tax levied by State Government but disputed  in Court 6,000 

(vii) Fire Insurance payable        800 

(viii) Interest on loan taken for the construction of the house. The interest has been paid outside India 

to a non-resident without deduction of tax at source, as the non-resident agreed to pay income tax on 

such interest directly to the Government.       10,000 

(ix) Legal charges for the recovery of rent      4,000 

(x) Stamp duty and registration charges incurred in respect of the lease agreement of the house 2,000 

The unrealised rent of the earlier years amounted to Rs. 10,000 but a deduction claimed so far was 

only for Rs.7,000. Now, there is a recovery of Rs.8,000 from the defaulting tenants. 

Compute his income from house property for the assessment year 2019-20. 
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5. R has a house property situated in Mumbai, which has two units. Unit I has a  floorarea of 70% 

whereas the Unit II has a floor area of 30%. Both the units were selfoccupied by the assessee. As the 

assessee was allowed a rent free accommodation by his employer w.e.f. 1.4.2018, he vacated and let 

out Unit I at a rent of Rs. 11,000 

p.m. Unit II was let out for Rs.4,000 p.m. Unit I remained vacant for 1 */2 months, whereas Unit II was 

vacant for March 2019. Other Particulars of the house property are as 

Particulars   Amount (Rs.) 

Municipal valuation  1,50,000 

Fair rent   1,70,000 

Standard rent   1,60,000 

Municipal taxes paid  30,000 

Ground rent due  10,000 

Compute income from house property for the assessment year 2019-20. 

INCOME FROM BUSINESS AND PROFESSION 

1. Calculate Depreciation of the following assets, 

2. Following assets have been purchased on 5.4.2018 and put to use on the following 

dates 

 Date put to 

use 

 

Rs. 

Rate of Dep. 

Plant C 01.08.2018 1,60,000 100% 

Plant D 18.11.2018 2,80,000 30% 

Plant E 10.09.2018 4,00,000 15% 

Building D 01.12.2018 3,00,000 10% 

Building E 11.04.2018 1,60,000 5% 
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Following assets have been sold during the previous year. 

 Date of 
sale 

 
Sale consideration Rs. 

Building B 25.10.2018 6,40,000 

Plant A 08.05.2018 5,80,000 

Rs.90,000 were also spent to renovate and modify Building A. Rs. 1,20,000 also been spent in 

June 2018 on Machinery B to make it suitable for the new system of production 

 W.D.V. on 1.4.2018 Rs.  

Rate of Dep. 

Building A 5,40,000 5% 

Building B 4,15,000 10% 

Building C 5,20,000 10% 

Furniture 24,500 10% 

Plant & Machinery A 5,60,000 30% 

Plant & Machinery B 3,20,000 15% 

2. R, who is carrying on a business whose accounts have been subject to tax audit regularly, submits his 

profit & loss account for the year ending 31.3.2019. 

 

Office expenses 25,600 Gross profit 5,23,600 

Audit fees 32,000 Sundry receipt 11,000 

Legal expenses 18,000 Customs duties 22000 

 

Depreciation on machinery 

 

24,000 

recovered from the government  

  (Earlier not allowed as  
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Salary to staff 84,000 deduction) 

Bonus to staff 45,000 Bad debts recovered 6,000 

Contribution to an approved gratuity 

fund 

 

24,000 

(earlier allowed as deduction)  

Outstanding liability in respect of 24,000 Gift from son 30,000 

excise duty    

Rent payable to railways 1,20,000   

General expenses 36,000   

Net Profit 1,60,000   

 5,92,600  5,92,600 

Other relevant particulars: 

1. Bonus payable to employees according to the payment of Bonus Act, 1965, comes toRs.40,000. 

2. Depreciation on machinery shown in the Profit and Loss Account is calculated according to the 

income-tax provisions. 

3. General expenses include payment of Rs. 12,000 to an approved and notified education 

institute for the purpose of carrying on research in social sciences. The research is, however, not 

related to the business of the assessee. 

4. During the previous year 2018-19, R also makes a capital expenditure of Rs.25,000 for the 

purpose of carrying on a scientific research related to his business. This expenditure is, however, not 

recorded in the Profit and Loss Account. 

5. Outstanding liability in respect of GST is paid as follows: Rs.5,000 on 11.4.2019 Rs.3,000 on 

5.5.2019; Rs.6,000 on 30.6.2019 and the balance on 10.11.2019 

6. Audit fee of Rs.32,000 was credited on 31.3.2019. No tax has been deducted at source. 

7. Outstanding liability in respect of rent payable to railways is paid as follows: Rs.90,000 on 

15.6.2019 and the balance on 14.12.2019 Compute his income from business for the assessment year 
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3. 2019-20. Assume the due date of filing return of income is 30th September. You are required to 

compute the income chargeable under the head Salaries in the hands of Mr. Narayan for the 

assessment year 2019-20 from the following details pertaining to the financial year 2018-19: 

Particulars Amount 

Basic salary 720000 

Dearness allowance 360000 

Commission 6000 

Entertainment allowance 7500 

Medical expenses reimbursed by the employer 25000 

Profession tax (of this, 50% paid by employer) 3000 

Health insurance premium paid by employer 9000 

Gift voucher given by employer on his birthday 15000 

Life insurance premium of Narayan paid by employer. 42000 

Laptop provided for use at home Actual cost of Laptop to employer [Children of the 

assessee are also using the Laptop at home] 

 

Employer company owns a motor car, which was provided to the assessee, both for 

official and personal use. All repair and maintenance expenses are fully reimbursed by 

the employer. No driver was provided. (Engine cubic capacity less than 1.6 litres). 

45000 

Annual credit card fees paid by employer [Credit card is not exclusively used for official 

purposes] 

5000 

 

CAPITAL GAIN 

1. Explain the term income from capital gain 

2. Explain any three source of income from other sources 
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Unit : 3- Computation of Total Taxable Income of an Individual 

1. From the following information, compute the tax liability of R, for the assessment 

year 2019-20. 

Business income 4,60,000 

Receipt from sale of trees of spontaneous growth 1,00,000 

Agricultural income 60,000 

 

2. Following are the particulars of Mr. Raj Thakur’s Income: 

(а) Salary received from a firm of Indore Rs.2,88,000; Bonus, 12,000; Travelling allowance for 

official work Rs.4,000. 

b) Annual value of self occupied residential house ‘A’ Rs.80,000 and rental income of house ‘B’ 

Rs.60,000; Net income from house property ‘C’ situated in Japan Rs.90,000 which was 

received there and later on brought into India. 

Expenses relating to the house: 

Expenses House A House B 

 RS RS 

Municipal Tax 8000 6000 

Repairs 4000 2000 

Insurance 1000  

Collection charges  3000 
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(c) He was a Government employee in Japan during 1990 to 2002. During the previous 

year he got pension of Rs. 10,000 per month from Japan Government which is 

deposited there in a bank. 

(d) Interest on fixed Deposit with Bank of Maharashtra 1,500 

(e) Interest on Japan Government Securities received in India 4,000 

(f) He made the following payments: 

(i) Life Insurance premium 4,000 

(ii) National Saving Certificate (VIII) 3,000 

(iii) Contribution to Unrecognised Provident Fund 2,000. 

Compute his total income for the assessment year 2019-20. During the previous year 2018-19 

he was resident but not ordinarily resident in India. 

 

3.  From the following particulars furnished by Mr. Mohan Singh for the year ended 31.3.2019. 

You are required to compute his total income and tax payable for the A.Y. 2020-21.  

(1) He retired on 31.12.2019 at the age of 58, after putting in 25 years and 9 months of 

service, from a private company at Mumbai.  

(2) He was paid a salary of 25,000 p.m. and house rent Allowance of 6,000 p.m. He paid rent of 

6,500 p.m. during his tenure of service.  

(3) On retirement, he was paid a gratuity of 7 3,50,000. He was not covered by the payment of 

gratuity Act. His average salary in this regard may be taken as * 24,500. He had not received 

any other gratuity.  

(4) He had accumulated leave of 15 days per annum during the period of his service. This was 

encashed by him at the time of retirement. A sum of 3,15,000 was received by him in this 

regard. His average salary be taken at ? 24,500. 



Dnyansagar Arts and Commerce College, Balewadi Pune.45 
 

   Subject- BUSINESS TAXATION    2019  pattern    Sem-IV       Class: S.Y.BBA 

QUESTION BANK 

 

 

PROF. Shinde.P.S.  www.dacc.edu.in 
 

 (5)      After retirement he ventured into textile business and incurred a loss of Rs.80000 for 

the  period  ended 31.03.2020. 

 (6)     He invested Rs. 22500 in RPF, Rs.4000 in PPF, and Rs.37500 in national Saving 

Certificates 

4  Mr. Yogesh Chandra has the following income for the financial year 2019-20 : 

 Gross Salary          1,68,000  

House Property Nil (self-occupied)  

Short-term capital gain on sale of shares (Subject to securities Transaction Tax) - 51000 

 Long-term capital gain –         22000 

Other Incomes :-  

Bank Interest           7000 

Dividend on shares of Indian companies      8000 

 Interest on Government Securities        5000 

 Interest on Debentures         12000 

Interest on PPF         9000   

Mr. Yogesh made the following investments during the year –  

Contribution to R.P.F  -  9360            Deposit in PPF  - 5000 

LIC premium       6000 

        Compute his taxable income and tax payable. 
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5. Mr. Soham Patel furnishes the following details of his income for the A.Y. 2020-21: 3.25             

 Computation of Total Taxable Income... He is working in a company, receiving the following          

emoluments: 

Basic salary Rs. 20000 

Dearness Allowance Rs. 7500 ( Conditional)  

Transport Allowance   3,700 p.m. ( he is  60% handicapped). 

Employer’s contribution to PPF - 3,500 p.m.  

He was provided with a rent free furnished accommodation for which company pays 10,500 

p.m. and  recovers 2,500 p.m. from him. The urniture costing 25,000 is also provided in the 

house, free of cost to  Soham. 

           He also received the following: 

          Interest on his R.P.F Balance @ 10% p.a. 20,500  

          Interest on PPF 1,40,000  

          Besides his interest due on NSC excluding 6th years is 15,000  

          During the year he had borrowed Rs. 25,00,000 for education @ 11% for himself. He paid half 

year   interest on it.  

  He paid the following : (i) LIC premium of 20,000 an a policy of 5,00,000 (ii) He donated 5,000 

for rural development. (1iii) He made a deposit of 25,000 in 5 yrs. term in post office. . 

Compute taxable income and tax liability of Mr. Soham Patel for the A.Y. 2020-21. alloy 
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Unit :4  MISCELLANEOUS 

1. What is Tax refund? 

2. Explain the different forms of Return. 

3. What is the due dates for payments of Advance tax? 

4. What id Revised return? 

5. Explain the different mode of payment of tax. 

6. Write a short note on advance payment of tax. 

7. What is TDS and write the names if income on which 10%TDS is applied? 

 

Unit :5    INCOME TAX AUTHORITIES. 

Short notes: 5 marks each 

o Income tax authorities. 

o Commissioner (appeals). 

o Income tax officers. 

o CBDT. 

Difference between: 10 marks each 

1. Commissioner of income tax and commissioner (appeals). 

2. Income tax authorities judicial and Income tax Authorities Administration. 

3. Income tax officers and tax recovery officers. 

Q. Explain the functions and power of CBDT. 


