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Income Tax Law-I (BC-305) 

  (Semester-3) 

 

Note: The candidates are required to attempt 10 questions from section C consisting of 12 

short answer type questions carrying 3 marks each. And Two Questions each from section A 

and B, carrying 10 marks each question. 

 

Section-A 

Ques.1.  Define the term “Incidence of tax liability”. Explain how the income tax liability of an                                  

assessee is determined with reference to his/her residence. 

 

Ques.2   “The general rule is that the income of the previous year should be taxed in the 

immediately following assessment year”. Discuss this statement with the exceptions of this rule. 

 

Ques.3   Mr. Y, an employee of government of India is drawing a salary of Rs. 30,000 p.m. and 

D.A. of Rs. 5,000 p.m. From the very beginning he was getting entertainment allowance, and last 

his entertainment allowance was doubled. At present he is drawing Rs. 2,000 p.m. as 

entertainment allowance. The other perquisites are of Rs. 4,000 p.m. He was getting uniform 

allowance @ Rs. 3,000 twice a year. It was claimed that whole of it has been spent on uniform. 

He received Rs. 20,000 as bonus during the year. Calculate his taxable salary. 

 

Ques.4   What do you mean by capital receipts and revenue receipts? Also discuss important 

rules regarding the distinction between capital and revenue receipts. 

 

Section-B 
Ques.5  What do you mean by dividend income? Is it exempted? Describe provisions of law 

relating to dividend income put to tax under the head income from other sources. 

 

Ques.6  Discuss the terms ‘standard rent’ and ‘fair rent’. Which deductions are allowed under 

section 24 from the house property income? 

 

Ques.7  Mr. Nishu submits the following information about sale of assets during the previous 

year 2019-20.  

 

Assets Year of 

acquisition 

C.I.I. Cost of 

acquisition 

Rs. 

F.M.V. as 

on 1-4-

2001 

Rs. 

Selling 

Expenses & 

Brokerage   

Rs. 

Selling 

Price 

Rs. 

Shop 1995-96 100 50,000 1,40,000 10,000 5,20,000 

Jewellery 1998-99 100 60,000 1,45,000 - 5,50,600 

Shares (A Ltd.) 2003-04 109 90,000 - 2,000 2,50,000 

Shares (B Ltd.) 2007-08 129 18,000 - 1,000 50,000 

Plant 2003-04 109 4,00,000 - - 7,00,000 



(Depreciable) (W.D.V.) 

Residential 

House 

2004-05 113 2,00,000 - - 5,90,000 

 

FMV on 31-4-2019: Shares of A Ltd Rs. 2,31,193 

   Shares of B Ltd. Rs. 39,000 

 Calculate his taxable amount of capital gains for the assessment year 2020-21, if C.I.I. for 

2020-21 is 301. 

 

Ques.8. Shri. Ram is the proprietor of a business. His Profit and Loss Account for the year 

ending March 31
st
, 2019 is as follows: 

Particulars Rs. Particulars Rs. 

To Bad debts 22,000 By Gross Profit 2,65,500 

To  Provision for bad debts 21,000 By Brokerage 27,000 

To General expenses 63,400 By Sundry receipts 22,500 

To Insurance of house 600 By Commission 18,600 

To Salary to staff 36,000 By Bad debts recovered (earlier 

disallowed as deduction) 

1,000 

To Salary to Ram  22,000 By Interest on deposits with a trust  15,000 

To Interest on loan (bank overdraft) 62,000 By Interest on units of U.T.I. 13,000 

To Interest on loan taken from Mrs. 

Ram Prasad 

4,000 By House property 12,000 

To Interest on Capital of Ram  13,000   

To Advertising 8,000   

To Contribution of employees RPF 12,000   

To Depreciation on building 60,000   

To Net Profit transferred to capital 

account 

50,600   

 3,74,600  3,74,600 

Following further information is given: 

a) The amount of depreciation allowable on building is Rs. 40,200 as per income-tax rules. 

b) Advertisement expenditure includes Rs. 5,000 being cost of advertisement in P&L A/C. 

c) Income Rs. 10,000 accrued during the year is not recorded in the profit and loss account. 

d) Ram pays Rs. 12,000 as premium on own life insurance policy of Rs. 90,000. 

e) General expenses include Rs. 4,500 given to Mrs. Ram for arranging a party. 

Compute Business income of Shri. Ram for the assessment year 2020-21.  

  

Section-C 

Ques.9. Short Questions (Do any ten questions):  

1. Explain the term “Perquisites”. 

2. Define the concept “Gross total income”. 

3. Define the term Unrecognized provident fund. 

4. Define “Vacancy Allowance” as per house property head. 



5. Explain “Annual value” as per house property head.  

6. What do you mean by Income deemed to be accrued in India? 

7. To what extent amount of Leave encashment is exempted from tax? 

8. Explain the term depreciation. 

9. Give five examples of allowances. 

10. Define the head Income from other Sources as per Income-tax act. 

11. Differentiate between capital and revenue receipts. 

12. Define the concept assessee. 
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Gkr ^ T 
1H ‘fJB;hv?B; n'c N?e; bkfJpbNh’ eh j?. fJe eo^dksk dh o?ihv/B; d/ nB[;ko 

fJBew N?e; d/Ddkoh pko/ dZ;'.  
 
2H ‘fJj d/fynk iKdk j? fe fgSb/ to/ dh nkwB T[s/ s[ozs nrb/ ;kb ftu N?e; brdk 

j?.’ fJ; d/ ngtkd (exceptions) fby'. 
3H 
 
4H g{zihrs gqkgshnK s/ wkbh gqkgshnK s'A eh Gkt j?< gz{ihrs gqkgshnK s/ wkbh 

gqkgshnK B{z tZy eoB d/ eh o{b jB<  
 

Gkr ^ n 
5H fvthv?Av nkwdB s'A eh Gkt j?< eh fJj eo^w[es j?< ‘j'o ;o'sK s'A nkwdB’ wZd 

sfjs fvthv?Av nkwdB T[s/ N?e; brkT[D dhnK eh ftt;EktK jB.  
6H ‘;N?vov feokfJnk’ s/ ‘fcfJo feokfJnk’ s'A eh Gkt j?. ‘xo ikfJdkd wZd sfjs 

nkwdB’ ftu ;?ePB 24 ftu eh S'Nk fwbdhnK jB.  
7H BhP{ fgSb/ ;kb 2019^20 ftu t/u/ rJ/ assets dh t/uB pko/ j/m fbfynk t/otk fdzd/ 

jB.  
Assets Year of 

acquisition 

C.I.I. Cost of 

acquisition 

Rs. 

F.M.V. as 

on 1-4-

2001 

Rs. 

Selling 

Expenses & 

Brokerage   

Rs. 

Selling 

Price 

Rs. 

Shop 1995-96 100 50,000 1,40,000 10,000 5,20,000 

Jewellery 1998-99 100 60,000 1,45,000 - 5,50,600 

Shares (A Ltd.) 2003-04 109 90,000 - 2,000 2,50,000 

Shares (B Ltd.) 2007-08 129 18,000 - 1,000 50,000 

Plant 

(Depreciable) 

2003-04 109 4,00,000 

(W.D.V.) 

- - 7,00,000 

Residential 

House 

2004-05 113 2,00,000 - - 5,90,000 

 

FMV on 31-4-2019: Shares of A Ltd Rs. 2,31,193 

   Shares of B Ltd. Rs. 39,000 

 
 eo:'r e?ghNb r/BI dh eo:'r nkwdB dk gsk brkT[ i/eo 2020^21 dh C.I.I. 289 

j't/.  



8H Pqh okw tgko d/ wkb jB. T[;dk 31 wkou 2019 B{z bkG^jkBh b/yk fBwB nB[;ko 
j?. eo^fBoXkos ;kb 2020^21 bJh T[;dh tgko nkwdB dk fj;kp bkT[.  

Particulars Rs. Particulars Rs. 

To Bad debts 22,000 By Gross Profit 2,65,500 

To  Provision for bad debts 21,000 By Brokerage 27,000 

To General expenses 63,400 By Sundry receipts 22,500 

To Insurance of house 600 By Commission 18,600 

To Salary to staff 36,000 By Bad debts recovered (earlier 

disallowed as deduction) 

1,000 

To Salary to Ram  22,000 By Interest on deposits with a trust  15,000 

To Interest on loan (bank overdraft) 62,000 By Interest on units of U.T.I. 13,000 

To Interest on loan taken from Mrs. 

Ram Prasad 

4,000 By House property 12,000 

To Interest on Capital of Ram  13,000   

To Advertising 8,000   

To Contribution of employees RPF 12,000   

To Depreciation on building 60,000   

To Net Profit transferred to capital 

account 

50,600   

 3,74,600  3,74,600 

Following further information is given: 

a) The amount of depreciation allowable on building is Rs. 40,200 as per income-tax rules. 

b) Advertisement expenditure includes Rs. 5,000 being cost of advertisement in P&L A/C. 

c) Income Rs. 10,000 accrued during the year is not recorded in the profit and loss account. 

d) Ram pays Rs. 12,000 as premium on own life insurance policy of Rs. 90,000. 

e) General expenses include Rs. 4,500 given to Mrs. Ram for arranging a party. 

Compute Business income of Shri. Ram for the assessment year 2020-21.  

 
Gkr ^ J 

9H ;zy/g T[FZso fdU. e'Jh 10 gqPB jZb eo'. 
 (1) goe{fiN 
 (2) rqk; e[b nkwdB 
 (3) nDikD GftZy fBXh (Unrecognized provident fund) 
 (4) ‘xo ikfJdkd wZd sfjs nkwdB’ ftu the?;h GZsk eh j?.  
 (5) ;bkBk w[b s'A eh Gkt j?. 
 (6) Income deemed to be accrued in India s'A eh Gkt j?.  
 (7) bht fJBe?Pw?AN ftu fezBh nkwdB eo w[es j?.  
 (8) fr;ktN eh j?.  
 (9) GZs/ dhnK 5 T[dkjoDK fdU.  
 (10) ‘j'o ;o'sK dh nkwdB’ pko/ dZ;'. 
 (11) g{zihrs gqkgshnK s/ wkbh gqkgshnK 



 (12)  eo dksk (assessee) 
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