ASSIGNMENT NO. 1

Subject:                                Taxation

Program:                              BBA



Sem:
5

Assignment brief: 

	This assignment will give you a fair Idea about calculation of Tax for the persons having income from salary. This will also show a practical aspect of calculation of tax of a salaried person even after retirement.


Description of the Assignment:

1. 
X finishes the following particulars of his remuneration for the previous year 2005-06 from R Company Ltd. Where he is employed in as an accountant.

Basic salary






 Rs. 4,300 p.m

Dearness allowance 

(forming part of salary for retirement benefits) 

Rs. 2000 p.m

Children Education Allowance (for one child) 

Rs. 250 p.m

Entertainment Allowance 




Rs. 250 p.m

He is entitled to use of a car (below 1.6 liters) for official and personal work.

He has paid Rs. 400 towards professional tax to State Govt. compute his income from salary for the assessment year 2006-07.

2.  From the following particulars of Shri Ram Kishnan, a manager of a firm, compute his taxable income  from salary for the assessment year 2006-07

Rs.

(i) Basic Salary (p.m) 






5,000

(ii) D.A (included in salary for retirement benefits (p.m)) 


   400

(iii) Own contribution towards recognized provident fund 


3,000

(iv) Employees towards recognized provident fund 



3,000

(v) Interest on RPF @13% per annum 




4,680

(vi) House Rent Allowances Rs. 7200, rent paid for the house at Delhi       13,800

(vii) House Allowance (p.m) 






   100

(viii) Shri Ram Kishnan was also provided with a motor car for his official as well as personal use by the employer.

3.  On the basis of following information compute the taxable income of X under the head “ Salaries “ for the assessment year 2005-06:








Rs. p.m

Basic pay 






4,200

Dearness Allowance 






   600

Entertainment allowance 






   300

Hill area compensatory allowance 




   450

Tribal area allowance






   350

His own contribution towards statutory provident fund 

   500

Employer’s contribution 






   500

Interest credited to SPF @10% p.a 




6,500

House rent allowance 






   800

4. Mrs. X has the following income during the previous year 2004-05









Rs.

(i) Salary 






         1, 10,000

(ii) Dearness Allowance (forming a part of salary for retirement benefits)   12,000

(iii) Medical allowance (Actual expenditure Rs. 4000) 


  6,000

(iv) Education Allowance (for three children) 



  5,200

(v) Rent free house in Delhi which the employer paid Rs. 5000 per month as rent. The house is equipped with rendered furniture. The rent of furniture is  Rs. 300 per month.

(vi) The employer had provided her a domestic servant, a sweeper and a watchman. The employer paid Rs. 200 per month to each.

(vii) The employer spent Rs. 2,500 on her refresher course

(viii) The employer paid her telephone bills of Rs. 2,200

(ix) Profession tax paid by Mrs. X is Rs. 1,200

 5. Comprehensive illustration for revision of Chapter

X had been working with R Ltd., in a tribal area since 1-10-1991. He was entitled to the following emoluments:

1. Basic salary w.e.f 1-1-2005 Rs. 6,000 p.m.

2. Dearness allowance 40% of basic salary (50% of which forms part of salary for  tretirement benefits)

3. Medical allowance Rs. 500 p.m., (entire amount is spent on his own medical treatment

4. Entertainment allowance Rs. 400 p.m. 
5. Children education allowance Rs. 40 p.m. per child for three children.

6. Hostel expenditure allowance Rs. 100 p.m. per child for three children.

7. Tribal area allowance Rs. 300 p.m.

8. Uniform allowance Rs. 250 p.m. (He spends Rs. 1,500 on the purchase and maintenance of uniform)

9. House rent allowance Rs. 750 per month. He pays Rs. 1,000 per month as rent. 10. He contributes Rs. 900 per month to a recognized provident fund to which his employer contributes an equal amount.

He retired from his job on 1-1-2006 and shifted to Delhi. He was entitled to the following benefits at the time of his retirement:

(a) Gratuity Rs. 1,15,000

(b) Pension from 1-1-2006 Rs. 2,000 p.m.

(c) Payment from recognized provident fund Rs. 3,00,000

(d) Encashment of earned leave for 150 days Rs. 36,000

He was entitled to 40 days leave for every completed year of service. He got 50% If pension commuted in lumpsum w.e.f 1-3-2005 and received Rs. 1,20,000 as commuted pension

He joined S Ltd. at Delhi w.e.f 1-2-2006 and was entitled to the following emoluments:

(1) Basic salary Rs. 5,000 p.m.

(2) Dearness allowance (forming part of salary) 20% of basic pay.

(3) Rent free furnished accommodation in Delhi which is owned by the employer and whose fair rental value is Rs. 48,000 p.a

He was also given the following facilities by the employer

a) Motor car (1.4 ltr. Engine capacity with driver, which he uses partly for official and partly for personal purposes, cost of Car Rs.2,00,000.

b) The monthly expenses incurred by A on a gas and electricity were Rs. 500 which were reimbursed by the employer.

c) Reimbursement of educational expenses of his two children which amount to Rs. 350 p.m

d) On 4-3-2006 his wife fell ill and the employer reimbursed the expenditure of medical treatment amounting to  Rs. 17,500

e) A watchman, a sweeper, a cook and a gardener have been provided to whom the company pays the salary of Rs. 400 p.m each.

f) Loan of Rs. 1,00,000 @ 8% p.a for construction of his house was given by the company. SBI rate of interest is 7% p.a.

He made the following payments during the previous year:

1. Profession tax Rs. 500

2. LIP on  his life policy of Rs.1,00,000- Rs. 15,000

3. deposit in PPF account Rs.50,000

Compute his total income tax liability for the assessment year 2006-07

6.  A is employed as a project manager XYZ Ltd. He was furnished the following are particulars of in respect of his income for the year ending on 31-3-2006

(1) Salary including DA Rs. 1,40,000

(2) He has been provided a rent free furnished bungalow in the factory premises at Pune. Fair rental value Rs. 3,000p.m

(3) The company pays in respect of his son, fees of Rs. 2,400 during the year directly to the college.

(4) The company employs a watchman and pays Rs. 300 per month for looking after the bungalow of A.

(5) He availed of 15 days leave out of 30 days to which he has entitled. He encashed the unveiled leave (for 15 days) and received Rs.6, 000 which he claims an exempt.

(6) The company pays Rs.1, 000 per annum as premium for an accident insurance policy for the benefit of A.

(7) The company has paid club fees of Rs.1, 000 per annum. The club bill amounting to Rs. 2,750 have also been reimbursed.

Compute the income under head ‘Salaries’ for the assessment year 2006-07

7.
Give the provisions of following:

1. House Rent Allowance

2. Gratuity

3. Section 80 C

4. Rent Free Accommodation

Notes:

1. Assignment should be Individual and handwritten

2. Presentation of assignment carry 50% marks

3. An Individual Viva may follow the submission. 

