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UNIT 1

What is income?

Under income tax act, income includes profits and gains, dividend, voluntary
contribution received by a trust, value of perquisites, any allowances received, value of
any benefit or amenity, capital gain, casual incomes, any other incomes chargeable under
Income Tax Act 1961 are called income.

What do you mean by previous year?

The year in which the assessed income was earned is called previous year. The

previous year contains 12 years commencing from April to March of the next year.

What is meant by assessment year?

Under income tax act, the year in which an assessee’s«income has been assessed or
computed is called assessment year. The previous-year contains 12 years commencing
from April to March of the next year.

Who is a person?

Under income tax act, a person-includes individual, Hindu Undivided Family, a
company, a firm, a association of persons, a local authority, every artificial juridical
person, associate of persons or body of individuals.

What is meant by gross total income?

Total income of a person computed under five heads such as, Income from

Salaries, Income: from house properties, Income from business or profession, Capital

gains and Income from other sources is called gross total income.

Who is.an assessee?

Whose income is assessed under income tax act for the purpose of paying tax or a
person who is to pay tax, penalty, interest or any other payment under Income Tax Act is
called assessee.

What is casual income?
Income received from winning lotteries, crosswords, puzzles, card games, horse

race, gambling, betting or any other games is known as casual income.
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How will you classify residential status of an individual?

Residential status of an individual

(a) Resident
(1) Ordinary Resident
(1) Not Ordinary Resident

(b) Non-Resident

What are the basic conditions to determine a residential status of an individual?

Basic conditions

(a) An individual has to stay in India for the period of 182 days.or more during the
previous year.

(or)

(b) An individual has to stay in India for the period of 65'days or more in India and has to
be stayed 365 days or more during 4 previous years preceding to the current previous
year.

What is incidence of tax?

Taxability of certain incomes are determined based on residential status of a

person, which is called incidence of tax.
UNIT 1T

What is salary income?
Any payment received by an assessee from his employer for services rendered for
him is called salary. It includes basic pay, dearness allowances, bonus, commission, other

allowances; perquisites and profit in lieu of salary.

State the rule for employer’s contribution to RPF.

Employer’s contribution towards recognized provident fund is exempted upto
12% of salary. (Here salary means Basic pay + DA (if enters for service benefit) +
Commission).
State the rules for employee’s contribution to RPF.

Employee’s contribution towards recognized provident fund is not taxable, since

it has already been taxed while considering their salary incomes.
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State the rules for interest on accumulated balances of RPF.
Interest on accumulated balances of Recognized Provident Fund is exempted upto
9.5% during the assessment year 2019-20, above amount if any is taxable.
State exception rule for children education allowance.
Children education allowance received by an assessee is exempted upto I 100 per
month per child maximum for two children.
What are the taxability of Dearness allowance, Bonus and commission received by
an assessee?
Dearness allowance, Bonus and Commission received from employers are fully
taxable.
State the deductions provided from salary income under section 16.
The following deductions are available from salary income under section 16.
(a) Standard deduction
(b) Professional tax
(c) Entertainment allowances
Write the rule regarding uncommuted pension.
Uncommuted pension received by an assessee is fully taxable whether he is a
government or non government employee.
State the rule regarding gratuity received by a government employee.
Gratuity received by an government employee is fully exempted from tax.
State any two fully exempted allowances.
(a) Allowances to high court judges (b) Allowances given by the government to assessee

who is posted abroad.
UNIT 111

What is let out house?

If a house given by an assessee to a tenant in order to receive rent periodically is
called let out house.
What is net annual value for a self occupied house?

Net annual value of self occupied house property is zero.
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List the deductions allowed on GAV under income from house property.
The following dedications are allowed on GAV of a house property

(a) Standard deduction

(b) Interest on loan borrowed to buy or construct the house property

State the deduction limit towards interest on loan borrowed for purchase /
construction of a let out house property.

There is no limit of interest on loan borrowed by an assessee to purchase or
construct the house property.

State the amount of standard deduction for let out house property-

Standard deduction is allowed at the rate of 30% on Net Annual Value (NAV) of
the house property for all expenses incurred by the assessee for the house property.
Write the rule regarding municipal tax paid for a house property.

Municipal tax paid by an assessee can be deducted from Gross Annual Value in
case of let out house property. But in case.of self occupied house property it is not
applicable.

What is the limit of deduction towards interest on loan for self occupied house
property?

Limit of deduction towards interest on loan borrowed for the purpose of purchase
or construction of a self occupied house property is presented below.

(a) If the loan.is berrowed on or before 1.4.1996 — the limit is I 30,000 p.a.

(b) If the loan is borrowed on or after 1.4.1996 — the limit is ¥ 2,00,000 p.a.

How will you-treat if an assessee claims that he has occupied more than one house?

If‘an assessee claims more than two houses as self occupied house, one house at
his.own choice will be treated as self occupied house and rest of the houses will be
treated as deemed to be let out.

How will you treat if an assessee let his house for business purpose?

If an assessee let his house for business purpose, it will also be taken as let out

house property.
How will you treat if an assessee uses his house for his own business?
In case of a house is used by an assessee for his own business, will not be bring

under the head of Income from house property.



UNIT IV

1. What is disallowed expenditure?

Under calculating income from business, if any expense incurred by the proprietor
which is not relevant to his business is to be taken as disallowed expenditure and the
same should be added again with net profit reported by him.

2. State any two examples for profession.

Doctors, Lawyers, Charted Accountants.

3. What is taxability of income tax paid by a proprietor of a business under Income
from business?

Income tax paid by a proprietor is his personal expenses; hence it should not be
taken as expenses of business. If it is debited in profit and.loss account to be disallowed
while calculating income from his business.

4. Classify the followings whether they are allowed or disallowed while determining
Income from business.
(a) Provision for doubtful debts (b) Ceontribution to employees Provident fund (c)
Bad debts (d) Rent paid for proprietor’s house.

(a) Provision for doubtful debts - Disallowed
(b) Contribution to employees Provident fund - Allowed
(c) Bad debts - Allowed
(d) Rent paid forproprietor’s house. - Disallowed

5. Give taxability of the following items under income from business.
(a) Rent from house (b) Income towards sale of scrap (c) Bad debts recovered (d)

Interest on investments.

(a) Rent from house - Not taxable under this head

(b) Income towards sale of scrap - Taxable under this head

(¢) Bad debts recovered - Taxable under this head

(d) Interest on investments. - Not taxable under this head
UNITV

1. What do you mean by capital gain?

Any income derived from sale of a capital asset is called capital gain.



What is Long term capital gain?

Any income derived from sale of a long term capital asset is called capital gain.
What is meant by short term capital gain?

Any income derived from sale of a short term capital asset is called capital gain.
How capital asset can be classified?

Classification of capital assets

(a) Long term capital asset

(b) Short term capital asset
What is long term capital asset?

An asset which is held by an assessee for more than 36 months-of period is called
long term capital asset. The period is restricted to 24 months for the movable assets such
as jewellery, debt oriented mutual funds etc. The period-is restricted to 12 months for the
financial assets such as, equity shares, preference shares, securities like debentures, units
of UTI, equity oriented mutual funds etc. The.above period is calculated between date of
purchase and date of transfer.

What is meant by short term capital asset?

An asset which is held by an assessee for the period of less than 36 months is
called short term capital asset. The period is restricted to 24 months for the movable
assets such as jewellery, debt oriented mutual funds etc. The period is restricted to 12
months for the financial assets such as, equity shares, preference shares, securities like
debentures, units of ‘UTI, equity oriented mutual funds etc. The above period is
calculated between date of purchase and date of transfer.

How will'you treat brokerage given on sale of a capital asset?

Brokerage given on sale of a capital asset is an expense on sales, hence it should
be deducted from sale proceeds while calculating capital gain.
What is the tax treatment of cost of improvement?

Incase of calculating short term capital gain, Cost of improvement should
deducted from net sale proceeds along with cost of acquisition. Incase of calculating long
term capital gain, cost of improvement is to be indexed and to be deducted from net sale

proceeds along with indexed cost of acquisition.
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Give the formula to calculate indexed cost of acquisition.

CII of the year of sales
CII of the year of acquition

Cost of acquition x

Expand C.L.L?

Cost of Inflation Index
What is meant by income from other sources?

Any incomes received by an assessee which are not covered under four heads
such as, Income from salaries, Income from house property, Income from business or
profession and capital gain are called as income from other sources.  E.g. Interest on
investments, Winnings from lotteries, horse races, royalty etc.

Give tax treatment of dividend received from Indian company.
Dividend received from Indian companies is fully exempted from tax.

Give tax treatment of divided received from foreign.company.

Dividend received from foreign companies«is fully taxable under the head of

Income from other sources.

State taxability of the following items, (a) Income from lottery winning and (b)
Income towards winnings from horse race.
(a) Income from lottery winning
Taxable under the head of Income from other sources
(b) Income towards winnings from horse race

Taxable'under the head of Income from other sources

State deduction limit under section 80C.
The deduction limit of savings made by assesses under section 80C is X 2,00,000.
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